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This matter came on f o r hearing before the New 
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Department, Porter H a l l , 2040 South Pacheco, Santa Fe, New 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

8:28 a.m.: 

EXAMINER CATANACH: At t h i s time w e ' l l c a l l Case 

11,601. 

MR. CARROLL: A p p l i c a t i o n of B u r l i n g t o n Resources 

O i l and Gas Company f o r the establishment of a downhole 

commingling reference case pursuant t o D i v i s i o n Rule 3 03.E 

and the adoption of sp e c i a l a d m i n i s t r a t i v e r u l e s t h e r e f o r , 

San Juan County, New Mexico. 

EXAMINER CATANACH: Are there appearances i n t h i s 

case? 

MR. KELLAHIN: Mr. Examiner, I'm Tom 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 and K e l l a h i n , appearing 

on behalf of the Applicant. I have three witnesses t o be 

sworn. 

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

W i l l the witnesses please stand and be sworn in? 

(Thereupon, the witnesses were sworn.) 

MR. KELLAHIN: Mr. Examiner, B u r l i n g t o n seeks the 

approval of a reference case w i t h regards t o commingling 

a c t i v i t i e s i n what i s known as the 32 and 9 u n i t . I t ' s a 

very l a r g e u n i t t h a t ' s operated by B u r l i n g t o n . I t c o n s i s t s 

of production from the Dakota, the Mesaverde and the 

STEVEN T. BRENNER, CCR 
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P i c t u r e d C l i f f Pools. 

The testimony w i l l be t h a t the only one of the 

th r e e pools t h a t i s an economic stand-alone o p p o r t u n i t y i s 

the Mesaverde. 

What we're asking you t o do i s e s t a b l i s h a 

reference case f o r commingling w i t h i n the u n i t , so t h a t we 

may do the f o l l o w i n g : t h a t when we f i l e i n d i v i d u a l downhole 

commingling a p p l i c a t i o n s f o r e x i s t i n g w e l l s or new d r i l l s 

i n the u n i t , t h a t we might reference t h i s p a r t i c u l a r 

t r a n s c r i p t and order t o s a t i s f y the economic c r i t e r i a , 

which i s , the Pi c t u r e d C l i f f and the Dakota are both 

marginal formations and can be commingled w i t h o u t the 

establishment of i n d i v i d u a l economics f o r those r e s e r v o i r s . 

I n a d d i t i o n , we believe t h a t you can be s a t i s f i e d 

t h a t as w i t h the Basinwide reference case we j u s t 

described, t h a t you can use t h i s case t o s a t i s f y y o u r s e l f 

t h a t the pressure requirements f o r the Mesaverde and the 

P i c t u r e d C l i f f should not be of concern t o you. 

I n a d d i t i o n , we are going t o provide you w i t h two 

proposed a l l o c a t i o n formulas, which we w i l l use w i t h i n the 

u n i t . One i s a percentage a l l o c a t i o n based upon t e s t s , and 

the other one i s a conventional a l l o c a t i o n formula where we 

have e s t a b l i s h e d a decline based upon e x i s t i n g p r o d u c t i o n 

and can develop a r a t i o f o r a l l o c a t i o n on t h a t purposes. 

Probably the most important aspect of the case i s 
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the f a c t t h a t there are d i v i d e d i n t e r e s t s w i t h i n the 

p a r t i c i p a t i n g areas i n the u n i t , such t h a t each time we 

have t o f i l e a downhole commingling a p p l i c a t i o n . As i t 

c u r r e n t l y stands, Mr. Alexander has t o send i n excess of 

220 n o t i f i c a t i o n s t o i n t e r e s t owners by c e r t i f i e d m a i l , 

r e t u r n r e c e i p t . 

We t h i n k t h a t i s a s u b s t a n t i a l burden, and so 

what we have requested i s t h a t t h i s case s a t i s f i e s 

n o t i f i c a t i o n t o a l l those i n t e r e s t owners. 

He has provided n o t i f i c a t i o n t o a l l of those 

i n d i v i d u a l s and e n t i t i e s i n t h i s case. He has sent them a 

copy of the A p p l i c a t i o n and the n o t i c e l e t t e r , and t o the 

best of h i s knowledge and mine there have been no 

ob j e c t i o n s t o having t h i s case stand as n o t i f i c a t i o n f o r 

any subsequent commingling a p p l i c a t i o n s w i t h i n the u n i t 

area. 

That does not r e l i e v e us of the r e s p o n s i b i l i t y t o 

n o t i f y o f f s e t t i n g operators i n the event we have a 

commingling a p p l i c a t i o n around the boundary, and we have 

o f f s e t t i n g operators t h a t are re q u i r e d t o be n o t i c e d . 

That i s a s u b s t a n t i a l p o i n t i n t h i s case, i s the 

n o t i f i c a t i o n issue. 

With t h a t i n t r o d u c t i o n , then, i f you w i l l permit 

me, I w i l l c a l l and present Mr. Alan Alexander. 

EXAMINER CATANACH: You may proceed. 

STEVEN T. BRENNER, CCR 
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ALAN ALEXANDER, 

the witness h e r e i n , a f t e r having been f i r s t d u l y sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Alexander, would you please s t a t e your name 

and occupation? 

A. Yes, my name i s Alan Alexander. I'm c u r r e n t l y 

employed w i t h B u r l i n g t o n Resources O i l and Gas Company i n 

t h e i r Farmington, New Mexico, o f f i c e as a senior s t a f f — a 

senior land advisor w i t h t h a t company. 

Q. Mr. Alexander, on p r i o r occasions have you 

q u a l i f i e d as an expert i n petroleum land management before 

the O i l Conservation Division? 

A. Yes, s i r , I have. 

Q. As p a r t of your d u t i e s w i t h regards t o t h i s 

p a r t i c u l a r A p p l i c a t i o n , are you f a m i l i a r w i t h the San Juan 

32 and 9 u n i t t h a t we're discussing here today? 

A. Yes, s i r . 

Q. I n a d d i t i o n , as p a r t of your d u t i e s , have you 

researched Meridian/Burlington f i l e s t o determine a l l of 

the owners t h a t share i n production w i t h regards t o any 

w e l l producing w i t h i n t h i s u n i t ? 

A. Yes, s i r , I have, and wi t h o u t mentioning the 

o f f s e t operators involved the l i s t c u r r e n t l y stands a t 205 
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i n t e r n a l owners of r o y a l t i e s , o v e r r i d e s , burdens of other 

kinds, and working i n t e r e s t owners. 

Q. Summarize f o r us what B u r l i n g t o n 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 , Mr. Alexander. 

A. We would l i k e t o set a reference case f o r f u t u r e 

development of the three p a r t i c u l a r r e s e r v o i r s , being the 

Blanco-Mesaverde, the Blanco-PC and the Basin-Dakota, 

whereby we can commingle these formations i n v a r i o u s 

combinations wi t h o u t having t o n o t i f y the 200-plus i n t e r n a l 

owners i n the u n i t . 

We w i l l , of course, s t i l l n o t i f y an o f f s e t 

operator i f we are on the boundaries of the u n i t . 

And we are asking t h a t the Commission grant us 

summary a d m i n i s t r a t i v e approval when f i l i n g these f u t u r e 

a p p l i c a t i o n s , t h a t both the Dakota and the P i c t u r e d C l i f f s 

r e s e r v o i r s are deemed marginal r e s e r v o i r s , and t o s a t i s f y 

t h a t c r i t e r i a , and also t h a t there would not be f u t u r e 

needs t o discuss or submit data f o r pressure i n f o r m a t i o n 

i n s o f a r as the Mesaverde and the P i c t u r e d C l i f f s f o rmation 

are concerned. 

We w i l l continue t o monitor any k i n d of 

commingling a p p l i c a t i o n f o r the Dakota w i t h the other 

r e s e r v o i r s t o see i f we are i n compliance w i t h the Rule 3 03 

pressure l i m i t a t i o n s . 

Q. Were you p a r t of the i n d u s t r y group t h a t s t u d i e d , 

STEVEN T. BRENNER, CCR 
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analyzed and presented t e c h n i c a l i n f o r m a t i o n t o the 

Commission where Rule 303 was modified e a r l i e r t h i s year? 

A. Yes, s i r , I was. 

Q. And are you p a r t of the t e c h n i c a l team f o r 

B u r l i n g t o n t h a t i s responsible f o r the San Juan 32 and 9 

u n i t ? 

A. Yes, s i r , I am. 

MR. KELLAHIN: We tender Mr. Alexander as an 

expert witness. 

EXAMINER CATANACH: He i s so q u a l i f i e d . 

Q. (By Mr. Kel l a h i n ) Let me have you summarize f o r 

us what's contained i n the e x h i b i t book so t h a t we see how 

i t ' s organized, Mr. Alexander. 

A. Yes, behind the E x h i b i t Tab Number 1, we have 

provided the D i v i s i o n w i t h our A p p l i c a t i o n . Attached t o 

t h a t A p p l i c a t i o n are various e x h i b i t s t h a t set f o r t h the 

acreage i n the u n i t and the owners t h a t we i n t e n d t o 

contact. 

Behind E x h i b i t Tab Number 2 i s a l i s t of the 205 

i n t e r n a l owners i n the San Juan 32 and 9 u n i t . 

Behind E x h i b i t Tab Number 3, we have provided a 

reference map of the e n t i r e San Juan 3 2 and 9 u n i t . This 

map includes a l l of the w e l l s t h a t are p r e s e n t l y developed 

i n the u n i t . I t shows the u n i t o u t l i n e , and i t a l s o gives 

lease o u t l i n e s t o represent the various t r a c t s t h a t are i n 

STEVEN T. BRENNER, CCR 
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the unit. 

Q. Give us a short explanation as t o why there's 

such an odd shape t o the boundary of the u n i t . 

A. The 32 and 9 u n i t contains language t h a t provided 

f o r an automatic e l i m i n a t i o n of c e r t a i n acreage a t the end 

of the development, the primary development p e r i o d f o r the 

u n i t , and a l l acreage t h a t was not then under p r o d u c t i o n 

had t o be a u t o m a t i c a l l y e l i m i n a t e d from the u n i t back i n 

the — i t was probably the l a t e r S i x t i e s . I ' d have t o look 

f o r the automatic e l i m i n a t i o n date. 

But i n any regard, t h a t i s why the u n i t was 

contracted back, and i t i s f a i r l y broken up today as a 

r e s u l t of t h a t automatic e l i m i n a t i o n of c e r t a i n acreage 

t h a t was nonproducing as of t h a t date. 

Q. When was t h i s u n i t f i r s t formed? Do you remember 

the approximate year? 

A. I t was i n the e a r l y p a r t of 1960, I b e l i e v e , i n 

January of 1960. 

Q. A l l r i g h t , s i r , what's behind E x h i b i t s 4, 5, 6, 7 

and 8? 

A. I d i d want t o mention t h a t although t h i s 

A p p l i c a t i o n does not t a l k about the F r u i t l a n d Coal 

fo r m a t i o n , as you might see on t h i s map, and you might be 

curious about i t , i s t h a t we do have s u b s t a n t i a l F r u i t l a n d 

Coal production i n t h i s u n i t , but however i t ' s not the 

STEVEN T. BRENNER, CCR 
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subject of this hearing. I just wanted to bring i t to your 

a t t e n t i o n . 

Behind E x h i b i t Tab Number 4, we are p r o v i d i n g a 

geologic evidence t h a t w i l l be t e s t i f i e d t o by Mr. 

Chr i s t i a n s e n , both s t r u c t u r e and isopach maps t o discuss 

the geologic m e r i t s of the u n i t and how they would a f f e c t , 

i f any, the commingling of these r e s e r v o i r s . 

Behind E x h i b i t Tab Number 5, we have provided 

maps t h a t show e x i s t i n g P i c t ured C l i f f s and Dakota 

p e n e t r a t i o n s , and also you w i l l see t h a t t h e r e i s a cross-

s e c t i o n l i n e on each of those maps, and we have provided 

cross-sections t h a t Mr. Christiansen w i l l t a l k about also 

w i t h regard t o the commingling i n t h i s u n i t . 

Behind E x h i b i t Tab Number 6 i s the Dakota 

p e n e t r a t i o n s , c u r r e n t production, and cr o s s - s e c t i o n . 

Behind E x h i b i t Tab Number 7, we would l i k e t o 

discuss the economic c r i t e r i a f o r commingling the P i c t u r e d 

C l i f f s , Mesaverde and Dakota formations i n some d e t a i l . 

And then behind E x h i b i t Tab Number 7 [ s i c ] , we 

have presented two of the most commonly used a l l o c a t i o n 

methods t h a t we have used t o date i n the 3 2 and the 9 u n i t , 

and elsewhere. 

Q. Let me show you what i s marked as B u r l i n g t o n 

E x h i b i t 9, Mr. Alexander, and ask you t o i d e n t i f y t h i s 

e x h i b i t . 

STEVEN T. BRENNER, CCR 
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A. E x h i b i t Number 9 i s an a f f i d a v i t or c e r t i f i c a t e 

of m a i l i n g , and attached t o t h a t c e r t i f i c a t e of m a i l i n g are 

copies of the green cards, the c e r t i f i e d r e t u r n r e c e i p t 

t h a t we m a i l t o each of the p a r t i e s t h a t are on the n o t i c e 

l i s t behind E x h i b i t Tab Number 2. 

Q. I s t h a t your c e r t i f i c a t e and a f f i d a v i t ? 

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

Q. Do you have knowledge as t o whether or not you 

a c t u a l l y mailed these n o t i f i c a t i o n s t o a l l of these p a r t i e s 

shown i n the A p p l i c a t i o n a t l e a s t 2 0 days p r i o r t o the 

hearing? 

A. Yes, s i r , we d i d . 

MR. KELLAHIN: Mr. Examiner, we need t o v e r i f y 

the exact date of m a i l i n g , but Mr. Alexander assures me i t 

was more than 20 days p r i o r t o the hearing, and I ' l l g ive 

t h a t t o you a f t e r the hearing. 

Q. (By Mr. K e l l a h i n ) From your p e r s p e c t i v e , Mr. 

Alexander, summarize f o r us what i n your o p i n i o n i s the 

b e n e f i t of the g r a n t i n g of t h i s A p p l i c a t i o n . 

A. I t w i l l r e l i e v e s i g n i f i c a n t a d m i n i s t r a t i v e 

burdens, p a r t i c u l a r l y w i t h B u r l i n g t o n and I b e l i e v e also 

w i t h the D i v i s i o n , i n t h a t we would — due t o the f a c t t h a t 

we are d e a l i n g w i t h various combinations of ownership i n 

the 32 and 9 u n i t , we w i l l be deal i n g w i t h d r i l l - b l o c k 

i n t e r e s t , and w e ' l l be dealing w i t h p a r t i c i p a t i n g - a r e a 

STEVEN T. BRENNER, CCR 
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interests for both the — for a l l three of the formations 

i n t he Dakota, the Mesaverde and the P i c t u r e d C l i f f s . 

C u r r e n t l y we have p a r t i c i p a t i n g areas i n one 

degree or another f o r the Mesaverde and the P i c t u r e d 

C l i f f s . We do not have a p a r t i c i p a t i n g area e s t a b l i s h e d 

f o r the Dakota formation a t the present time. 

Due t o the f a c t t h a t w e ' l l be d e a l i n g w i t h 

v a r ious combinations of ownership, i t i s extremely 

a d m i n i s t r a t i v e l y burdensome t o n o t i f y approximately 205 

people each time we would l i k e t o commingle one of these 

w e l l s . 

The u n i t agreement and the u n i t o p e r a t i n g 

agreement adequately provide f o r the p r o t e c t i o n of 

c o r r e l a t i v e r i g h t s f o r these p a r t i e s , and they w i l l do so. 

And t h e r e f o r e , we believe t h a t i t i s not necessary t o 

n o t i f y a l l the i n t e r n a l ownership of the 32 and 9 u n i t . 

MR. KELLAHIN: That concludes my examination of 

Mr. Alexander. 

We move the i n t r o d u c t i o n of h i s E x h i b i t s 1, 2 and 

E x h i b i t 9. 

EXAMINER CATANACH: E x h i b i t s 1, 2 and 9 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Alexander, there i s a — t h i s was mostly a 

STEVEN T. BRENNER, CCR 
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Mesaverde-developed u n i t / i s t h a t c o r r e c t ? 

A. Yes, s i r , u n t i l more r e c e n t l y . There i s 

s i g n i f i c a n t F r u i t l a n d Coal development. I f y o u ' l l r e f e r t o 

E x h i b i t Number 3 i n t h a t map, y o u ' l l see t h a t the F r u i t l a n d 

Coal i s symbolized by the green t r i a n g l e , and we do have 

commercial development i n the F r u i t l a n d Coal i n t h i s u n i t 

and have d r i l l e d q u i t e a few w e l l s . 

The PC and the — the P i c t u r e d C l i f f s and the 

Dakota formation are not w e l l developed, f o r reasons t h a t 

we w i l l e x p l a i n t o you l a t e r . 

Q. I s the PC p a r t i c i p a t i n g area — i s i t very b i g , 

or — 

A. No, s i r , i t ' s very small, and i t ' s centered down 

i n the very southwest corner of the u n i t . 

Q. So you've d r i l l e d very few PC wells? 

A. There are probably — oh, I f o r g e t the exact 

number — 30-some-odd Pic t u r e d C l i f f w e l l s . 

I do have a map, i f you would l i k e t o see i t , of 

the c u r r e n t P i c t u r e d C l i f f p a r t i c i p a t i n g area t h a t I 

brought w i t h me. 

MR. KELLAHIN: Mr. Alexander, i f y o u ' l l r e f e r t o 

E x h i b i t 1 and look a t the f i r s t page of the A p p l i c a t i o n , 

look down t o the f i r s t numbered paragraph and i t w i l l give 

you the w e l l count per pool w i t h i n the u n i t . 

THE WITNESS: Yes, s i r , I might read t h a t i n t h a t 
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the unit currently includes two Basin-Dakota completions, 

approximately 128 Blanco-Mesaverde completions, and 

approximately 32 Bianco-Pictured C l i f f completions. Now, 

those may not be a l l stand-alone wellbores. They have been 

completed i n some duals and some commingles, but they are 

completions. 

Q. (By Examiner Catanach) Do you a n t i c i p a t e t h e r e 

being a PA esta b l i s h e d f o r the Dakota? 

A. We have not encountered any commercial prod u c t i o n 

f o r the Dakota y e t . I t h i n k not, as i t t u r n s out, and the 

reason t h a t I say t h a t i s t h a t we hoped t o do some 

development i n the Dakota w i t h the a i d of the commingling 

orders. However, the r u l e s f o r the u n i t agreement and u n i t 

o p e r a t i n g agreement provide t h a t i f we do a completion of 

t h a t type, we a c t u a l l y have t o apply new d r i l l - w e l l cost 

against t h a t completion t o deem i t commercial, and they 

probably w i l l not withstand t h a t k i n d of cost associated 

w i t h them, even though they might be an economic venture i f 

we were able t o commingle the w e l l s . 

So t o answer your question, we probably won't 

have a Dakota p a r t i c i p a t i n g area developed but we w i l l 

h o p e f u l l y have some economic Dakota completions i n the 

f u t u r e . 

Q. You said you f e l t l i k e the u n i t o p e r a t i n g 

agreement and the u n i t agreement adequately p r o t e c t the 
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c o r r e l a t i v e r i g h t s of these i n t e r e s t owners. Can you 

expand on t h a t , Mr. Alexander? 

A. Yes, s i r , they have mechanisms i n those 

agreements t h a t provide f o r the sharing of revenues, 

b a s i c a l l y through two means. 

One i s t h a t the w e l l could be developed and i f 

i t ' s declared noncommercial, i t would continue t o be 

produced on a d r i l l - b l o c k basis, and a l l the proceeds would 

be d i s t r i b u t e d on t h a t d r i l l - b l o c k basis. 

However, i f we do o b t a i n production t h a t i s good 

enough t o withstand the commerciality d e t e r m i n a t i o n , then 

we create p a r t i c i p a t i n g areas, as we already have done w i t h 

the Mesaverde and the PC. And those w i l l expand t o include 

any commercial production, and a l l of the p a r t i e s w i l l 

share on a t r a c t p a r t i c i p a t i o n basis i n t h a t p r o d u c t i o n . 

So I b e l i e v e t h a t the agreement does provide f o r 

p r o t e c t i o n of c o r r e l a t i v e r i g h t s i n t h a t manner. 

Q. Have you ever had an i n t e r e s t owner o b j e c t t o a 

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

A. I n the 32 and 9 u n i t i n p a r t i c u l a r , or i n the 

Basin i n general? 

Q. I n the Basin i n general? 

A. No, s i r , I don't b e l i e v e — I know we haven't i n 

the 32 and 9 u n i t . I do not b e l i e v e t h a t we have had an 

o b j e c t i o n t o the commingling i n a l l the cases I've d e a l t 
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w i t h i n the Basin. 

Q. We've established t h i s procedure f o r Meridian i n 

other u n i t s , have we not, the n o t i f i c a t i o n ? 

A. Yes, s i r , we have. One i n p a r t i c u l a r i s the 

Huerfano u n i t t h a t we have established t h a t . We also 

e s t a b l i s h e d a procedure up i n our A l l i s o n u n i t f o r 

commingling. 

EXAMINER CATANACH: Okay, I have nothing f u r t h e r . 

Do you have anything? 

EXAMINATION 

BY MR. CARROLL: 

Q. Mr. Alexander, I see i n E x h i b i t 2 t h a t only the 

Mesaverde owners are l i s t e d ? 

A. That was a column t h a t we p u l l e d . The ownership 

f o r the — the Mesaverde p a r t i c i p a t i n g area i s f u l l y 

developed, and so we were able t o e x t r a c t the o v e r r i d e s , 

r o y a l t i e s and other burdens from our D i v i s i o n order 

s e c t i o n , because they're constant f o r both the other 

formations, and t h a t ' s where t h a t p u l l o r i g i n a t e d from, was 

from the Mesaverde D i v i s i o n orders. 

And then of course we have our E x h i b i t B t h a t we 

have the ownership of a l l the working i n t e r e s t owners f o r 

a l l of the formations. 

Now, the ownership f o r the working i n t e r e s t i n 

the formations does vary, but we d i d p i c k up a l l of the 
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working interest owners in a l l of the formations. 

But t h a t 1 s the reason you see t h a t heading up 

th e r e . That's a computer p u l l from our D i v i s i o n order 

s e c t i o n , and t h a t ' s where t h a t heading came from. 

MR. CARROLL: That's a l l I have. 

EXAMINER CATANACH: I t h i n k t h a t ' s a l l we have of 

the witness. 

MR. KELLAHIN: Mr. Examiner, our next witness i s 

Glen Christiansen. He s p e l l s h i s l a s t name ending w i t h 

s-e-n. Mr. Christiansen i s a petroleum g e o l o g i s t and he 

resides i n Farmington. 

GLEN E. CHRISTIANSEN, 

the witness h e r e i n , a f t e r having been f i r s t d uly sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. For the record, s i r , would you s t a t e your name 

and occupation? 

A. My name i s Glen Christiansen, and I'm a g e o l o g i s t 

f o r B u r l i n g t o n Resources O i l and Gas. 

Q. Summarize f o r us your education, s i r . 

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

from Oklahoma State U n i v e r s i t y i n 1991, and I received my 

master's degree i n geology from the U n i v e r s i t y of Wyoming 

i n May of t h i s year. 
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Q. You're c u r r e n t l y employed w i t h B u r l i n g t o n i n 

Farmington as a petroleum geologist? 

A. Yes, I am. 

Q. Describe f o r us what your r e s p o n s i b i l i t i e s are as 

a g e o l o g i s t f o r the San Juan 32 and 9 u n i t area. 

A. I'm the g e o l o g i s t f o r the Area 45 team, which 

encompasses the northwest p o r t i o n of the San Juan Basin, 

which includes the 32-9 u n i t . 

Q. As p a r t of your r e s p o n s i b i l i t i e s f o r t h i s area, 

which includes t h i s u n i t , have you made y o u r s e l f 

knowledgeable and f a m i l i a r w i t h regards t o the geology of 

the Dakota, Mesaverde and Pic t u r e d C l i f f formations and 

re s e r v o i r s ? 

A. Yes, I have. 

Q. As p a r t of your study, do you now have geologic 

opinions w i t h regards t o the a b i l i t y t o f u r t h e r develop the 

u n i t on a downhole commingled fashion? 

A. Yes, I have. 

MR. KELLAHIN: We tender Mr. Ch r i s t i a n s e n as an 

expert petroleum g e o l o g i s t . 

EXAMINER CATANACH: He i s so q u a l i f i e d . 

Q. (By Mr. Kel l a h i n ) Let me have you t u r n , s i r , t o 

the E x h i b i t Tab 4. I want t o ask you about the s t r u c t u r a l 

component of a l l three pools w i t h i n the boundaries of the 

32 and 9 u n i t . Have you examined the s t r u c t u r a l f e a t u r e s 
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w i t h regards t o those three pools w i t h i n the u n i t ? 

A. Yes, I have. 

Q. Do you f i n d a s t r u c t u r a l component t o the 

r e s e r v o i r whereby w e l l s p o s i t i o n e d on s t r u c t u r e w i l l have a 

d i f f e r e n t r a t e of p r o d u c t i v i t y , based upon t h e i r s t r u c t u r a l 

p o s i t i o n ? 

A. No, we haven't. 

Q. Let's look a t t h i s e x h i b i t and have you summarize 

f o r me what you see about the s t r u c t u r e . 

A. The s t r u c t u r e map you see i s a subsea s t r u c t u r e , 

contoured on the Huerfanito bentonite which l i e s between 

the P i c t u r e d C l i f f s and Mesaverde formation. I t ' s f a i r l y 

i n d i c a t i v e of what you see i n s t r u c t u r e , both a t the 

P i c t u r e d C l i f f s l e v e l , Mesaverde l e v e l and Dakota l e v e l . 

I t shows r e a l l y p r e t t y — no anomalous f e a t u r e s . 

Q. So i f you as a g e o l o g i s t are l o o k i n g f o r w e l l 

l o c a t i o n s f o r any of those three pools w i t h i n the u n i t 

boundary, using s t r u c t u r e i s not going t o be h e l p f u l t o 

you? 

A. Not i n t h i s area, no. 

Q. A l l r i g h t . Let's t u r n t o the next d i s p l a y , 

again, s t i l l i n E x h i b i t Tab 4, and have you i d e n t i f y f o r me 

what the next d i s p l a y i s . 

A. This map i s a contour map showing the thickness 

of the P i c t u r e d C l i f f s i n t e r v a l from the top of the 
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Pictured Cliffs to the base. 

Q. A l l r i g h t . Describe f o r me the s i g n i f i c a n c e of 

the c o l o r shading. 

A. The yellows are g e n e r a l l y the t h i n n e r zones, 

whereas, where you get t o the orange and reds are the 

t h i c k s . 

Q. This i s a gross isopach of the P i c t u r e d C l i f f 

r e s e r v o i r ? 

A. Yes, i t i s . 

Q. Give us a general range of the minimum and the 

maximum gross thicknesses. 

A. Generally i n the area of the 32-9 u n i t , i t ranges 

from approximately 110 f e e t t o 190 f e e t a t the max. 

Q. I know we're going t o see a w e l l - l o c a t i o n map i n 

a moment, but as we look a t t h i s d i s p l a y , show us g e n e r a l l y 

where the P i c t u r e d C l i f f development has occurred w i t h i n 

the u n i t . 

A. Generally, the development has occurred i n the 

southwestern p o r t i o n of the 32-9 u n i t , g e n e r a l l y i n the 

areas of the t h i c k e r zones th e r e . 

Q. A l l r i g h t , s i r . Let's t u r n now t o E x h i b i t Tab 5 

and look a t the f i r s t d i s p l a y a f t e r t h a t e x h i b i t t a b . What 

are we seeing here? 

A. This i s a u n i t map showing the present-day 

P i c t u r e d C l i f f s completions. The green dots represent the 
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1996-budgeted w e l l s , and the red dots show 1997-budgeted 

w e l l s . 

Q. The w e l l s budgeted f o r 1996, w i t h the green dots, 

are any of those w e l l s other than proposed downhole-

commingling wells? 

A. No, they're not. 

Q. So these are a l l commingle prospects? 

A. Yes, they are. 

Q. And f o r the 1997 budget, are those a l s o proposed 

commingled wells? 

A. Yes, they are. 

Q. Do you have any proposed stand-alone w e l l f o r 

e i t h e r year i n any r e s e r v o i r ? 

A. We do not i n the Pic t u r e d C l i f f s or Dakota. 

Q. Okay. As a g e o l o g i s t , what do you foresee f o r us 

as the o p p o r t u n i t i e s f o r f u r t h e r development of the 

Pi c t u r e d C l i f f r e s e r v o i r w i t h i n t h i s u n i t ? How are we 

going t o do i t ? 

A. We have seen from some of our previous 

completions i n the 3 2-9 u n i t t h a t t o make these p r o j e c t s 

f l y economically, we are going t o have t o commingle them 

w i t h , g e n e r a l l y , the Mesaverde. 

Q. Have you d r i l l e d and completed any of the 

budgeted 1996 w e l l s t h a t are shown w i t h the green dots? 

A. Yes, we have. 
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Q. Can you identify for me where they might be? 

A. The San Juan 32-9 Number 37A l i e s i n the 

southeast — 

(Power outage occurred i n the hearing room. A 

recess was taken a t 8:55 a.m.) 

(The f o l l o w i n g proceedings had a t 9:15 a.m.) 

Q. (By Mr. Ke l l a h i n ) Mr. Christiansen, before the 

break you and I were discussing the E x h i b i t 5. I t 1 s the 

f i r s t d i s p l a y behind t h a t tab, and I was asking you t o 

lo c a t e f o r us the two downhole commingled w e l l s t h a t were 

d r i l l e d under the 1996 schedule, and you were i d e n t i f y i n g 

those f o r us. Please continue. 

A. Yes, the f i r s t one was the 32-9 Number 37A, which 

i s i n the southeast quarter of Section 32, 32 and 9. I t ' s 

i n d i c a t e d by the green dot there. 

And the other one i s the 37 — or 32-9 Number 

47A, and i t i s i n the northwest quarter s e c t i o n of Section 

4, 31-9. 

Q. Those were new d r i l l s as commingled wells? 

A. Yes, they were, Mesaverde and PC. 

Q. Mesaverde and PC i n both of those? 

A. Yes, s i r . 

Q. Do you r e c a l l what k i n d of r a t e s you're g e t t i n g 

on those wells? 

A. We expect approximately 150 out of the PC and 
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approximately 800, I t h i n k , 700, out of the Mesaverde. 

Q. As t o the other w e l l s , are they a l l t o be new 

d r i l l s or recompletions, or some combination of both? 

A. The remaining w i l l be recompletions i n e x i s t i n g 

Mesaverde wellbores. 

Q. Okay. As we look a t the d i s t r i b u t i o n of PC w e l l s 

on E x h i b i t 5, t h i s f i r s t d i s p l a y , describe f o r us 

g e o l o g i c a l l y why there has not been f u r t h e r PC development 

as we move from the southwest p o r t i o n of the u n i t where we 

have PC w e l l s , up towards the northeast p o r t i o n . 

A. Thus f a r , the w e l l s t o the n o r t h — i n the 

north e r n h a l f of the 3 2-9 u n i t have been extremely 

marginal. One example would be the 32-9 Number 119 t h a t we 

d r i l l e d l a s t year as a stand-alone P i c t u r e d C l i f f s w e l l , 

and i t i s e s s e n t i a l l y a dryhole. 

Q. Ge o l o g i c a l l y , do you have enough i n f o r m a t i o n t o 

determine a conclusion as t o whether, i n your o p i n i o n , 

subsequent development i n the Pi c t u r e d C l i f f i s i n f a c t 

going t o be marginal production? 

A. We be l i e v e the remaining l o c a t i o n s f o r the 

Pi c t u r e d C l i f f s i n the 32-9 w i l l be marginal. 

Q. When we look down i n the b e t t e r p o r t i o n of the 

Pi c t u r e d C l i f f development w i t h i n the u n i t area, t h i s 

p o r t i o n down i n the southwest where we have a number of PC 

w e l l s , what's the general vintage of those wells? 
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A. 1980 t o e a r l y 1990s. 

Q. Has there been s u b s t a n t i a l gas p r o d u c t i o n out of 

the P i c t u r e d C l i f f a t t h i s point? 

A. Several of the w e l l s have produced good amounts. 

Q. Do you see any o p p o r t u n i t y f o r f u r t h e r P i c t u r e d 

C l i f f w e l l s down i n the better-developed area, such t h a t 

you would encounter Pictured C l i f f p roduction t h a t would be 

other than marginal? 

A. Generally, a l l the a v a i l a b l e l o c a t i o n s have been 

d r i l l e d . 

Q. A l l r i g h t , s i r . And any f u r t h e r development i n 

t h e r e i s l i k e l y t o be subject t o pressure d e p l e t i o n anyway? 

A. Yes. 

Q. So when we look throughout the u n i t , then, i t ' s 

your geologic conclusion t h a t there's no more P i c t u r e d 

C l i f f development t h a t can be developed, other than i n a 

commingled fashion w i t h some other formation? 

A. Yes. 

Q. Let's take a quick look a t the c r o s s - s e c t i o n , 

which i s the next i n s e r t behind E x h i b i t Tab Number 5. I f 

y o u ' l l f o l d yours out f o r a moment. A l l r i g h t , g i v e us a 

quick geologic summary of what we're seeing when we look a t 

the c r o s s - s e c t i o n . 

A. Okay, we are going from roughly southeast t o the 

northwest, r i g h t t o l e f t , beginning w i t h the San Juan 32-9 
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Number 106, which i s a commercial P i c t u r e d C l i f f s w e l l , 

going up t o the San Juan 32-9 Number 119 i n the northwest, 

which was the one I mentioned e a r l i e r . I t was e s s e n t i a l l y 

a dryhole. And as you can see, we i n d i c a t e d where we had 

cored the main r e s e r v o i r body of the PC i n t h a t w e l l . 

The P i c t u r e d C l i f f s g e n e r a l l y thickens t o the 

northwest, along t h i s s e c t i o n l i n e . 

Q. Where i s the 32 and 9 u n i t i n r e l a t i o n t o the 

Basin? Where are we? Up i n the north? 

A. We are j u s t south of the Colorado border, r i g h t 

along probably the s t r u c t u r a l axis of the Basin. 

Q. A l l r i g h t , s i r , l e t ' s t u r n t o the next e x h i b i t 

t ab and focus your a t t e n t i o n on the other marginal pool i n 

the u n i t , and i t ' s your conclusion t h a t the Dakota i s the 

other marginal pool? 

A. Yes, i t i s . 

Q. Describe f o r us what we're seeing when we look a t 

E x h i b i t 6. 

A. E s s e n t i a l l y you're seeing t h a t t h e r e i s 

r e l a t i v e l y no Dakota development i n the 32-9 u n i t , and what 

w e l l s have been completed have been noncommercial. Most 

r e c e n t l y , the 32-9 Number 113 and the 32-9 Number 114 were 

d r i l l e d by Amoco and had no production from the Dakota. 

Q. Apart from the f a c t t h a t there are few Dakota 

p e n e t r a t i o n s , you do have good geologic i n f o r m a t i o n w i t h 
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regards t o the Dakota Pool w i t h i n the u n i t , don't you? 

A. Using what w e l l s are w i t h i n the 32-9 u n i t and 

o f f s e t t i n g w e l l s around the u n i t , we do have a f a i r l o g . 

Q. I n terms of r e s e r v o i r d e p o s i t i o n and 

d i s t r i b u t i o n , i s the d i s t r i b u t i o n of the Dakota s i m i l a r t o 

t h a t of the P i c t u r e d C l i f f and/or Mesaverde Pools, or can 

you draw any k i n d of analogy between those other pools? 

A. The Dakota i s ge n e r a l l y d i v i d e d up i n t o two 

u n i t s , the upper Dakota, which i s g e n e r a l l y more marine-

dominated, a l i t t l e more continuous u n i t , i t ' s g e n e r a l l y — 

The best r e s e r v o i r i n the producing area i s t o the south 

and southwest. And then the lower Dakota i s g e n e r a l l y 

thought t o be nonmarine, much more discontinuous and 

interbedded w i t h gas- and water-saturated sands. 

Q. Okay, l e t ' s look a t the cro s s - s e c t i o n so we can 

see what you've j u s t described. 

A. This se c t i o n i s running e s s e n t i a l l y from the 

southwestern p o r t i o n of the u n i t up through the middle of 

i t i n t o Colorado. And what we see i s the upper marine 

u n i t s of the Graneros. Two w e l l s tongue i n the marine 

Dakota, show a d r a s t i c t h i n n i n g as w e l l as s h a l i n g out. 

Q. When we look f o r Dakota w e l l s i n the Basin t h a t 

are the h i g h l y productive Dakota w e l l s , they would be i n 

the marine p o r t i o n — 

A. Yes, the — 
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Q. — of the pool? 

A. — the main r e s e r v o i r s of the Dakota l i e i n the 

upper Dakota, the Paguate-Cubero, and the two w e l l s i n the 

Graneros. 

Q. And u n f o r t u n a t e l y , you do not have t h a t 

o p p o r t u n i t y i n the u n i t area? 

A. Those r e s e r v o i r s are absent i n the 32-9 u n i t . 

Q. G e o l o g i c a l l y , then, how do you propose t h a t the 

Dakota w i l l ever be f u r t h e r t e s t e d w i t h i n the u n i t 

boundaries? 

A. The r e a l unknown i n t h i s — i n the Dakota, i s the 

nonmarine p o r t i o n . I t ' s very hard t o i n t e r p r e t where the 

gas-charged sands w i l l l i e , versus the water sands, and 

t h e r e f o r e i t makes i t a very r i s k y p r o j e c t . 

Q. I t ' s too r i s k y t o support a stand-alone Dakota 

attempt i n the u n i t anywhere? 

A. Yes. 

Q. And so t o penetrate the Dakota, you're going t o 

have t o package t h a t w i t h the Pi c t u r e d C l i f f or the 

Mesaverde? 

A. Yes. 

Q. And t h a t package has got t o be on a commingled 

basis? 

A. Exactly. 

Q. You've excluded the Mesaverde geologic a n a l y s i s 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

29 

f o r what reason, s i r ? 

A. I t i s the main producer i n the 3 2-9 u n i t , and 

t h e r e f o r e we b e l i e v e i t ' s the — an economic one. 

Q. So i t ' s going t o be an economic one? 

A. Yes. 

Q. From a geologic perspective, Mr. C h r i s t i a n s e n , 

summarize f o r us your conclusions as t o why you would l i k e 

the Examiner t o grant t h i s A p p l i c a t i o n . 

A. We would l i k e f o r you t o grant t h i s proposal f o r 

several reasons. 

The P i c t u r e d C l i f f s , i n the area of e x i s t i n g 

completions, are l i k e l y t o be depleted because of the 

prod u c t i o n . And i n the areas t o the n o r t h where we see 

fewer completions, we expect t h a t the r e s e r v o i r 

c h a r a c t e r i s t i c s are those t h a t — they have very l i t t l e 

p e r m e a b i l i t y , and from — Our core data shows t h a t , and we 

expect the r e s e r v o i r i n t h a t area t o be marginal. 

The Dakota, from what l i t t l e data we do have, 

shows t h a t t h a t i s also q u i t e marginal. 

Q. Your geologic conclusion, then, about the best 

o p p o r t u n i t y f o r B u r l i n g t o n t o f u r t h e r develop those 

resources i s i n what fashion, s i r ? 

A. To commingle the P i c t u r e d C l i f f s g e n e r a l l y w i t h 

the Mesaverde, as w e l l as the Dakota, and the Dakota w i t h 

the Mesaverde as w e l l . 
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MR. KELLAHIN: That concludes my examination of 

Mr. Christiansen. 

We move the i n t r o d u c t i o n of h i s geologic d i s p l a y s 

found behind E x h i b i t s Tabs 4, 5 and 6. 

EXAMINER CATANACH: E x h i b i t s 4, 5 and 6 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Christiansen, the Mesaverde, i s i t f u l l y 

developed i n the u n i t ? 

A. I t i s developed i n the m a j o r i t y of the u n i t . 

Towards the northeast p o r t i o n , we are on 32 0s i n t h a t area. 

Q. So do you a n t i c i p a t e much i n f i l l Mesaverde 

d r i l l i n g going on? 

A. B u r l i n g t o n Resources i s c u r r e n t l y l o o k i n g a t PUD 

development, and those t h a t w i l l a t t a i n our economic 

hurdles w i l l be d r i l l e d . 

Q. So the m a j o r i t y of the commingling s i t u a t i o n s 

you're t a l k i n g about are w i t h e x i s t i n g Mesaverde wells? 

A. Yes, f o r the most p a r t . 

Q. Are you going t o do anything w i t h any of the 

e x i s t i n g PC wells? 

A. We have nothing planned a t t h i s time. 

Q. So i s i t your opinion t h a t most of the 

commingling s i t u a t i o n s w i l l occur i n the southwest p o r t i o n 
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of the u n i t ? I s t h a t a f a i r statement? 

A. Yes, from — we are — I would say we're 

g e n e r a l l y stepping out of the known production i n the PC 

where i t s t a r t s t o become marginal, and so w e ' l l be p l a y i n g 

along t h a t t r e n d a t t h i s time. 

Q. And i n i t i a l l y , you t h i n k t h a t f o r the most p a r t 

i t ' s going t o be Mesaverde-PC s i t u a t i o n s , as opposed t o 

Mesaverde-Dakota? 

A. Yes. 

Q. Where w i l l the — Where do you a n t i c i p a t e the 

Dakota commingling t o occur? 

A. From j u s t what mapping I've done, i t appears t h a t 

probably the western p o r t i o n probably shows the best 

o p p o r t u n i t y f o r Dakota. We have, I guess, a b e t t e r 

percentage of producing Dakota w e l l s i n t h a t general 

d i r e c t i o n . 

Q. What i s the f a c t o r t h a t ' s c o n t r o l l i n g the PC 

production? I s i t the thickness of the r e s e r v o i r ? 

A. We b e l i e v e t h a t thickness does not c o n t r o l the 

p r o d u c t i o n . We b e l i e v e those ones i n the southwest of the 

u n i t are dominated by n a t u r a l f r a c t u r i n g . And we also look 

a t the Mesaverde i n t h a t area, and i t produces anomalously 

i n t h a t area as w e l l . 

Therefore, the conclusion i s t h a t we've got some 

n a t u r a l f r a c t u r e d r e s e r v o i r s throughout the s e c t i o n i n t h a t 
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area, whereas t o the no r t h and northeast we see dominance 

— or production c o n t r o l l e d by the m a t r i x p e r m e a b i l i t y . 

Q. The thickness i n the PC, does i t change i n the 

u n i t ? 

A. As you can see from t h a t one isopach i n E x h i b i t 

4, i t does change. You know, we're t a l k i n g about 70 f e e t , 

probably, across the u n i t , something l i k e t h a t . That's a 

gross isopach. 

Q. So the PC w e l l s t h a t you're going t o commingle, 

you f e e l l i k e you're stepping out from the — from where 

you had the good PC production i n i t i a l l y i n the u n i t ? 

A. Uh-huh. 

Q. So you're stepping out i n t o an area t h a t might be 

marginal — 

A. Exactly. 

Q. — based upon g e t t i n g away from the n a t u r a l 

f r a c t u r i n g ? 

A. (Nods) 

Q. And d i d you say you would — you had d r i l l e d — 

l e t ' s see, a couple of w e l l s , commingled w e l l s i n t h i s 

area — 

A. Yes. 

Q. — i n 1996? 

MR. KELLAHIN: Mr. Examiner, i t ' s these two, t h i s 

one and t h a t one. 
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EXAMINER CATANACH: Okay. 

Q. (By Examiner Catanach) And you sa i d — The r a t e s 

i n the PC t h a t you encountered? 

A. Approximately 150 MCF a day i s a t t r i b u t e d t o the 

PC. 

Q. I n both wells? 

A. Yes. 

Q. Those were new wells? 

A. Yes, t h a t was based o f f of p i t o t gauges, and then 

g e n e r a l l y we see approximately 50 percent of down-the-line 

pr o d u c t i o n . 

Q. And you also completed those i n the Mesaverde? 

A. Yes, we d i d . 

Q. Okay, 700, 800 MCF a day i n the Mesaverde? 

A. I bel i e v e t h a t ' s the amount. Mary E l l e n w i l l 

probably be b e t t e r able t o answer t h a t . 

Q. Okay. On your PC cross-section, you've got r a t e s 

a t the bottom of those w e l l s . Were those i n i t i a l r a t e s i n 

those wells? 

A. Those are cum, cumulative production. 

Q. Oh, cumulative r a t e , okay. 

A. Yes. 

Q. Got you. 

How many candidates f o r commingling do you t h i n k 

you're going t o have i n the u n i t ? I s i t — Can you say? 
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A. I guess i t would be tough t o say. We would 

probably have t o evaluate how — t h i s year's and next 

year's program we're going t o do before I would say t h a t . 

I t would be l i m i t e d , probably, t o a couple sections around 

the e x i s t i n g proposed l o c a t i o n s . 

EXAMINER CATANACH: I be l i e v e t h a t ' s a l l I have 

of t h i s witness. 

MARY ELLEN LUTEY, 

the witness h e r e i n , a f t e r having been f i r s t d uly sworn upon 

her oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Would you please s t a t e your name and occupation? 

A. My name i s Mary E l l e n Lutey, and I'm a produc t i o n 

engineer f o r B u r l i n g t o n Resources. 

Q. Ms. Lutey, would you summarize f o r us your 

education? 

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

petroleum engineering from Montana Tech i n May of 1994. 

Q. And summarize f o r us your employment experience 

as a petroleum engineer. 

A. I've been working f o r B u r l i n g t o n , which was 

p r e v i o u s l y Meridian O i l , f o r approximately two years now as 

a produc t i o n engineer i n the Area-4 5 team, which i s the 

northwest region of the Basin. 
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Q. Does your area of responsibility as a production 
engineer include the San Juan 32 and 9 u n i t ? 

A. Yes. 

Q. And as p a r t of your r e s p o n s i b i l i t y , have you 

examined the production and r e s e r v o i r - e n g i n e e r i n g aspects 

of the Dakota, the Mesaverde and the P i c t u r e d C l i f f w e l l s 

t h a t you operate i n t h a t u n i t ? 

A. Yes. 

Q. Based upon t h a t a n a l y s i s , do you have c e r t a i n 

engineering conclusions and recommendations about how t o 

f u r t h e r develop t h a t u n i t ? 

A. Yes. 

MR. KELLAHIN: We tender Ms. Lutey as an expert 

p r o d u c t i o n engineer. 

EXAMINER CATANACH: She i s so q u a l i f i e d . 

Q. (By Mr. Ke l l a h i n ) As p a r t of your study, have 

you made an anal y s i s of whether or not the P i c t u r e d C l i f f 

Pool i s a marginal pool i n terms of how t o develop i t w i t h 

e i t h e r commingled wellbores, a dual completion or a s i n g l e 

completion? 

A. Yes. 

Q. Based upon t h a t study, what i s your conclusion 

about the P i c t u r e d C l i f f Pool? 

A. The Pic t u r e d C l i f f tends t o be marginal i n t h i s 

area, and commingling would be the best economical way of 
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completing those w e l l s . 

Q. Okay. When you look a t the o p p o r t u n i t y f o r 

Mesaverde production, t h a t Mesaverde pro d u c t i o n , as I 

understand i t , i s the one pool t h a t continues t o be 

economic and supports the other two; i s t h a t true? 

A. Yes. 

Q. When you look a t the Dakota, do you have or have 

you ever had a Dakota w e l l t h a t was economic i n the u n i t ? 

A. No, s i r . 

Q. Your study of the i n f o r m a t i o n on the Dakota, does 

i t cause you t o conclude t h a t t h a t r e s e r v o i r w i l l continue 

t o be a marginal pool w i t h i n the u n i t ? 

A. Yes. 

Q. Let's t u r n t o see how you analyzed and came t o 

those conclusions. 

I f y o u ' l l t u r n t o the e x h i b i t book w i t h me, l e t ' s 

look a t E x h i b i t Tab 7 and focus f i r s t of a l l on the 

Pi c t u r e d C l i f f Pool. One of the t h i n g s t h a t we t a l k about 

i n commingling i s the a v a i l a b l e pressure i n f o r m a t i o n . 

Let's s t a r t a t t h a t p o i n t and have you describe what you've 

shown me i n your summary. Under P i c t u r e d C l i f f , you say 

o r i g i n a l s h u t - i n pressure. I n f a c t , what are you meaning 

when you say that? 

A. I t ' s the s h u t - i n pressure t h a t — the f i r s t shut-

i n pressure t h a t was a v a i l a b l e when we s t a r t e d producing 
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gas. 

Q. And t h a t was a pressure a v a i l a b l e t o you a f t e r 

t h e r e had been pressure d e p l e t i o n i n the P i c t u r e d C l i f f 

r e s e r v o i r from production outside the u n i t ? 

A. Yes. 

Q. C u r r e n t l y , what k i n d of pressure do you see i n 

your P i c t u r e d C l i f f w e l l s , on average? 

A. The average i s about 350. 

Q. A l l r i g h t . One of the items of concern f o r the 

D i v i s i o n when they process the commingled a p p l i c a t i o n s i s 

whether or not there i s a pressure d i f f e r e n t i a l among the 

commingled r e s e r v o i r s , such t h a t there would be a higher-

pressured r e s e r v o i r t h a t would damage the conta i n e r of the 

lowest-pressured r e s e r v o i r . You understand t h a t concept? 

A. Yes. 

Q. Would Pi c t u r e d C l i f f pressures be so hi g h t h a t 

the D i v i s i o n would concern i t s e l f about PC pressures i n the 

u n i t when i t comes t o commingling? 

A. No. 

Q. The only r e s e r v o i r t h a t might have pressure t o be 

of concern would be the Dakota, I guess? 

A. Yes. 

Q. You've also used pressure t o help you e x t r a p o l a t e 

what you t h i n k a PC w e l l ' s remaining gas recovery would be 

i f you d r i l l e d t h a t r e s e r v o i r ? 
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A. Yes. 

Q. How d i d you do that? 

A. As you can see on the E x h i b i t 7, on page 1, using 

m a t e r i a l balance method. 

Q. Okay. What have you concluded, then, i s your 

average i n MCFs, your average remaining recoverable gas per 

PC attempt? What number d i d you get? 

A. 700 m i l l i o n cubic f e e t . 

Q. Okay. Can we use t h a t number l a t e r when you show 

us your economic p l o t s t o see where a t y p i c a l PC w e l l w i l l 

f a l l on the economic curves? 

A. Yes. 

Q. A l l r i g h t , l e t ' s t u r n t o t h a t and do t h a t . I f 

y o u ' l l t u r n the e x h i b i t tab, l e t ' s take the next step, 

which i s l o o k i n g a t the cost component. You've given us a 

recoverable gas number. Describe f o r us how you got your 

cost component of the economic a n a l y s i s . 

A. This page i s a summary of the costs t h a t — the 

average costs t h a t we've seen t o date f o r c a p i t a l expenses 

f o r a s i n g l e w e l l completion, a dual w e l l completion, and 

also commingled w e l l s . 

Q. When we look a t these numbers, have they been 

compiled so t h a t these are the d i r e c t costs a t t r i b u t a b l e 

only t o the Pi c t u r e d C l i f f ? 

A. Yes. 
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Q. So i n a commingled w e l l or a dual w e l l , t h e r e are 

other expenses as t o other formations, but you have taken 

those out and we now see only the r e p r e s e n t a t i v e costs 

d i r e c t l y a t t r i b u t a b l e t o the Pi c t u r e d C l i f f ? 

A. Yes. 

Q. The costs a t t r i b u t a b l e t o the P i c t u r e d C l i f f f o r 

a s i n g l e completion t o t a l what? What have you got f o r i t ? 

$400,000? 

A. Yes. 

Q. And f o r a dual case i s what? 

A. $236,000. 

Q. And f o r the commingled cases? 

A. $186,000. 

Q. A l l r i g h t . Let's t u r n over and look a t the next 

d i s p l a y , which i s the economic curves, okay? Help us set 

up the d i s p l a y . What's on the v e r t i c a l axis? 

A. Along the Y axis i s the EUR, and along the X axis 

i s the i n i t i a l r a t e . And you can see the t h r e e d i f f e r e n t 

l i n e s . The l i n e shown i n blue i s f o r a s i n g l e w e l l 

completion as a new d r i l l , and the green l i n e shows a dual 

w e l l completion as a new d r i l l , and the pink l i n e shows a 

commingled w e l l completion. 

Q. A l l r i g h t . We'll e x p l a i n t o the Examiner i n a 

minute how you constructed and the c r i t e r i a used t o 

c o n s t r u c t the curves, but l e t ' s give him the example of Mr. 
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Christiansen's w e l l t h a t you've r e c e n t l y completed as a 

s i n g l e PC w e l l . I t had a r a t e of about 150 a day, and i f 

we use your EUR of 700, where i s t h a t going t o put us on 

the curves? 

A. I t shows t h a t i f you go up on the X a x i s and 

along the Y a x i s , t h a t t h a t ' s going t o put us under a l l of 

these curves, which i s an i n d i c a t i o n t h a t even as a 

commingle, t h a t the w e l l t h a t we s p e c i f i c a l l y t a l k e d about 

i s not economical. 

Q. A l l r i g h t . I f I'm on the X a x i s and I go t o j u s t 

l e ss than 200 as a d a i l y r a t e and go up the scale and get 

the EUR, then I'm s t i l l below the commingled economic 

baseline? 

A. Yes. 

Q. Do you see an op p o r t u n i t y f o r commingling of the 

P i c t u r e d C l i f f i n the u n i t t h a t would put you — I guess 

you have t o be above the green l i n e , r i g h t ? The green l i n e 

i s your base case f o r dual completion? 

A. Correct. So f o r i n between the pink and the 

green, then, commingling would be the only v i a b l e o p t i o n 

f o r economics. 

Q. So everything below the green l i n e , your only 

o p t i o n i s commingling. And i f you're below the pink l i n e , 

then even commingling i s suspect? 

A. Yes. 

STEVEN T. BRENNER, CCR 
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Q. How were you able t o j u s t i f y the economics, then, 

f o r the well? I s i t supported by the Mesaverde? I s t h a t 

how you do t h i s ? 

A. Yes, and also the — One of the t h i n g s t h a t we've 

t a l k e d about, as Glen already mentioned, w i l l be — some of 

these w i l l be recompletions i n e x i s t i n g Mesaverde w e l l s and 

t h a t w i l l again lower the curves t o make the p r o j e c t more 

economical. 

Q. Okay, we're looking at a curve then, f o r a new 

d r i l l --

A. Yes. 

Q. — as a commingled well? 

A. Yes. 

Q. And your op p o r t u n i t y f o r a recompletion l e t s you 

save some money and t h e r e f o r e reduces the EUR and the r a t e 

so t h a t you can make i t work? 

A. Yes. 

Q. Mr. Scott Daves, i n the Basinwide reference case, 

constructed a s i m i l a r economic ana l y s i s using methodology 

l i k e t h i s , d i d he not? 

A. Yes, he d i d . 

Q. Describe f o r us what parameters are d i f f e r e n t 

between your analysis and what Mr. Daves d i d . 

A. The biggest change from when Mr. Daves presented 

i s the greater r e t u r n . Our economic i n d i c a t o r r a t e of 

STEVEN T. BRENNER, CCR 
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r e t u r n has increased, and t h i s was a r e s u l t of B u r l i n g t o n ' s 

company s t r a t e g y has increased t o 2 0 percent, and when 

Scott completed i t , i t was done a t 15-percent r a t e of 

r e t u r n . 

Q. A l l r i g h t . Scott's economic r a t e of r e t u r n 

s t a r t e d a t 15 percent. You're no longer allowed t o use 

t h a t ; i t ' s 2 0 percent? 

A. Correct. 

Q. I n a d d i t i o n , the p r i c i n g index e s c a l a t o r , i f you 

w i l l , he's e s c a l a t i n g h i s costs over a time t h a t was more 

o p t i m i s t i c than the escalator you used? 

A. Correct. 

Q. And then h i s i n i t i a l p r i c i n g s t a r t was a l i t t l e 

b i t higher than your p r i c e s t a r t , r i g h t ? 

A. Yes. 

Q. So your o p p o r t u n i t y f o r commingling i s even more 

p e s s i m i s t i c than h i s ; i s t h a t not true? 

A. Yes, t h a t ' s c o r r e c t . 

Q. When we get t o the Dakota case, you've not 

bothered t o put together an economic a n a l y s i s . That's 

simply because you know as a matter of f a c t t h a t the Dakota 

i s , i n a l l p r o b a b i l i t y , not going t o be economic? 

A. That's r i g h t . 

Q. Summarize your conclusion, then, about the 

economics and the commingling o p p o r t u n i t y i n the u n i t . 
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A. In summary, in the 32-8 unit, we don't feel 

t h a t — or we f e e l t h a t commingling i s the only v i a b l e 

a l t e r n a t i v e t o complete the w e l l s t h a t we've t a l k e d about. 

Q. Let's t u r n t o the t o p i c of the a l l o c a t i o n 

formulas. I f you look a t the next tab and look a t the 

d i s p l a y s behind E x h i b i t Tab Number 8, you're proposing t o 

the Examiner the o p t i o n f o r you t o u t i l i z e e i t h e r one of 

two a l l o c a t i o n formulas; i s t h a t not true? 

A. Yes. 

Q. Describe f o r us the formulas you're proposing. 

A. The two main formulas t h a t we're proposing are, 

f i r s t of a l l , one would be based on the h i s t o r i c a l 

p r o d u c t i o n . I n the case of a recompletion where we have 

e x i s t i n g Mesaverde production, we can use t h a t d e c l i n e 

a n a l y s i s and use our a l l o c a t i o n formula based o f f the past 

h i s t o r i c a l production. 

And the second a l t e r n a t i v e would be t o use the 

a c t u a l gauges t h a t we obtained during the workover or 

completion process and use the percentage a l l o c a t i o n on 

t h a t . 

Q. And both of these a l l o c a t i o n formulas are 

commonly used i n the Basin f o r commingling p r o d u c t i o n i n 

these wellbores? 

A. Yes. 

Q. I n your opinion, e i t h e r one of these a l l o c a t i o n s 
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i s f a i r and reasonable and accurate? 

A. Yes. 

Q. Can you i d e n t i f y f o r the Examiner any of the 

w e l l s t h a t have received commingling approval and g i v e him 

a reference as t o those order numbers? Do you have t h a t 

information? 

A. Yes, the 32-9 Number 37A, I b e l i e v e , i s Commingle 

DHC-1275, and the 32-9 Number 47A i s 12 76 Commingle Order. 

Q. I n your opinion, w i l l approval o f your 

A p p l i c a t i o n f o r a reference case provide an o p p o r t u n i t y t o 

reduce the economic burden w i t h regards t o the f i l i n g of 

those a p p l i c a t i o n s and a t the same time prevent waste and 

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 the owners e n t i t l e d t o a 

share i n t h a t production? 

A. Yes. 

MR. KELLAHIN: That concludes my examination of 

Ms. Lutey. 

We move the i n t r o d u c t i o n of her E x h i b i t s 7 and 8. 

EXAMINER CATANACH: E x h i b i t s 7 and 8 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Ms. Lutey, how d i d you determine the o r i g i n a l 

bottomhole pressures i n the P i c t u r e d C l i f f s formations? 

A. The o r i g i n a l t h a t ' s s t a t e d on page 1 — 
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Q. Right. 

A. — under E x h i b i t 7, those were determined from 

a c t u a l s h u t - i n wellhead pressures when the w e l l was f i r s t 

brought on l i n e or s t a r t e d producing. 

Q. And was t h i s an average number from a l l of the 

PC-completed w e l l s i n the u n i t ? 

A. Yes. 

Q. How about the c u r r e n t number? How d i d you get 

th a t ? 

A. That i n f o r m a t i o n was a v a i l a b l e through a l s o shut-

i n pressures. The most — When I say c u r r e n t , t h a t ' s the 

most recent data t h a t we have, and i t again i s an average 

of the P i c t u r e d C l i f f s data t h a t we have. 

Q. And you've got about — I s i t 32 PC w e l l s 

e x i s t i n g ? 

A. Yes. 

Q. So you're saying you took the average of a l l 

those wells? 

A. That we had the pressure i n f o r m a t i o n on, yes. 

Q. Do you know how many those were? 

A. I t h i n k i t was 18. 

Q. For both the c u r r e n t and the o r i g i n a l ? Or 

j u s t — 

A. Yes. 

Q. Okay. So you t h i n k t h a t ' s p r e t t y r e p r e s e n t a t i v e ? 
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A. Yes. 

Q. So i f I understand r i g h t , you're e s t i m a t i n g 

t h a t — f o r a new PC completion, you're e s t i m a t i n g 700 

m i l l i o n cubic f e e t t o be recovered from t h a t w e l l ? 

A. Yes. 

Q. Okay. The i n i t i a l PC r a t e , you had a couple of 

w e l l s t h a t you said, I t h i n k , t h a t were 150 a day, i n i t i a l 

r a te? 

A. Yes. 

Q. Do you a n t i c i p a t e t h a t being r e p r e s e n t a t i v e of 

the new completions i n the PC? 

A. I t h i n k so. They were both completed less than a 

mi l e apart, and they both had s i m i l a r r a t e s . 

Q. Do you r e c a l l what some of the other PC i n i t i a l 

r a t e s were i n the b e t t e r p o r t i o n , i n the southwest p o r t i o n 

there? Were they higher than t h a t ? 

A. Yes, i n the southwest p o r t i o n they were. Some of 

those r a t e s were as high as probably 500, 600 MCF a day. 

Q. Bottom l i n e i s , you j u s t don't t h i n k t h a t you 

d r i l l a stand-alone PC w e l l i n the u n i t ? 

A. Correct. The l a s t w e l l t h a t we d i d d r i l l as a 

stand-alone PC w e l l was the 32-9 Number 119, which was a 

dryhole, and t h a t was completed i n 1995. 

Q. Okay. On the a l l o c a t i o n formulas, now, the f i r s t 

one you want t o base on h i s t o r i c a l p r oduction, I guess. 
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I'm not sure I understand t h a t completely. I f you've got 

an e x i s t i n g Mesaverde w e l l t h a t ' s got some h i s t o r i c a l 

p r o d u c t i o n , you want t o be able t o use t h a t number? 

A. Yes. 

Q. And what number f o r the new PC? Just the c u r r e n t 

r a t e , or — I'm not sure I understand. 

A. The a d d i t i o n a l r a t e t h a t we found a f t e r we added 

the PC completion. 

Q. The other a l l o c a t i o n method i s where you a c t u a l l y 

measure both production streams a t the time you commingle 

the w e l l ? 

A. Yes, and the example there i s w i t h the 32-9 U n i t 

Number 47A, which i s the w e l l t h a t we completed i n 1996 and 

have obtained approval. 

Q. Would you t e s t the PC formation f o r any l e n g t h of 

time? 

A. Yes, we u s u a l l y w i l l t e s t i t and ensure t h a t i t ' s 

s t a b i l i z e d . And then once we have a s t a b i l i z e d r a t e , we 

p u l l the bridge plug t h a t ' s separating the P i c t u r e d c l i f f s 

from the Mesaverde and then o b t a i n the f i n a l r a t e , f i n a l 

gauge. 

Q. How long do you t h i n k i t takes t o get a 

s t a b i l i z e d rate? 

A. Probably 12 hours. 

EXAMINER CATANACH: Do you have anything? 
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MR. CHAVEZ: Yeah, I have some questions i f you 

don't mind. Frank Chavez, I'm the D i s t r i c t Supervisor i n 

Aztec. 

EXAMINATION 

BY MR. CHAVEZ: 

Q. Are any of the Mesaverde w e l l s producing a t such 

a r a t e t h a t they may have a t some time t h e i r p r o d u c t i o n 

r e s t r i c t e d by pro r a t i o n ? 

A. Not t h a t I'm aware of. 

Q. Okay. On your commingling — on your a l l o c a t i o n 

formula t h a t used the p i t o t gauges, would the process 

i n c l u d e , f o r your w e l l s f o r which you're adding, say, 

c u r r e n t l y Mesaverde producer and adding a P i c t u r e d C l i f f s 

f o r m a t i o n , would you r e t e s t the Mesaverde a t the same time 

or p r i o r t o commingling? I s t h a t what your process would 

be — 

A. Yes --

Q. — t o ob t a i n t h a t volume? 

A. — we always ob t a i n a gauge on the Mesaverde 

al s o . 

Q. Have you explored the p o s s i b i l i t y of using the 

remaining recoverable reserves as a method of a l l o c a t i o n , 

versus production t e s t i n g ? 

A. No. We f e e l t h a t — 

MR. CHAVEZ: That's a l l I have. 
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EXAMINER CATANACH: Anything? 

MR. CARROLL: No. 

EXAMINER CATANACH: Okay, t h i s witness may be 

excused. 

MR. KELLAHIN: A l l r i g h t , s i r . That's a l l we 

have t o present, Mr. Examiner. 

EXAMINER CATANACH: Okay. Mr. K e l l a h i n , I ' d 

appreciate a rough order i n t h i s case as w e l l . 

MR. KELLAHIN: Yes, s i r , I ' d be happy t o do t h a t . 

EXAMINER CATANACH: And there being n o t h i n g 

f u r t h e r i n t h i s case, Case 11,601 w i l l be taken under 

advisement. 

(Thereupon, these proceedings were concluded a t 

9:56 a.m.) 

* * * 

i A~ h*rehv rernfv that the foregoing 1« 

the Exammer i ^ \ ^ Z J 

, Examine*" 
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