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EXAMINER CATANACH: At t h i s t i m e w e ' l l 

c a l l Case 10418. 

MR. STOVALL: A p p l i c a t i o n of Amoco 

P r o d u c t i o n Company f o r an e x c e p t i o n t o Rule 303-A 

and 309-A, s u r f a c e c o m i n g l i n g o f condensate, Rio 

A r r i b a County, New Mexico. 

EXAMINER CATANACH: Are t h e r e 

appearances i n t h i s case? 

MR. CARR: May i t p l e a s e t h e Examiner, 

my name i s W i l l i a m F. Carr w i t h t h e Santa Fe law 

f i r m of Campbell, C a r r , Berge & S h e r i d a n . I 

r e p r e s e n t Amoco P r o d u c t i o n Company. 

E r i c N i t c h e r , a t t o r n e y f o r Amoco from Denver, who 

w i l l p r e s e n t t h e case. 

I 1 m a p p e a r i n g i n a s s o c i a t i o n w i t h Mr. 

EXAMINER CATANACH: Any o t h e r 

appearances? 

The w i t n e s s w i l l , p l e a s e , s t a n d and be 

sworn i n . 

MR. NITCHER: We have two w i t n e s s e s 

t o d a y . 

EXAMINER CATANACH: Two wi t n e s s e s , 

okay . 

(The w i t n e s s e s were d u l y sworn.) 

MR. NITCHER: Thank you. Today Amoco 
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P r o d u c t i o n Company has an a p p l i c a t i o n f o r t h e 

Commission t o s u r f a c e commingle condensate o n l y 

f r o m c e r t a i n w e l l s i n t h e San Juan 28-7 u n i t , Rio 

A r r i b a County, New Mexico, as an e x c e p t i o n t o 

Rule 303-A and 309-A. 

Amoco i s n o t r e q u e s t i n g a u t h o r i t y t o 

commingle gas p r o d u c t i o n . They w i l l be d i s p o s e d 

of as p r e v i o u s l y . 

Amoco does have an amendment t o t h e 

a p p l i c a t i o n i n accordance w i t h t h e BLM's 

r e q u e s t . T h i s amendment, as w i l l be d i s c u s s e d by 

Mr. Hawkins, i s b a s i c a l l y t o i n c r e a s e t h e 

r e l i a b i l i t y o f t h e measurement t h a t Amoco i s 

p r o p o s i n g , and we have v e r b a l a p p r o v a l f r o m t h e 

BLM t h a t t h i s measurement p r o c e d u r e be approved. 

I do have an e x h i b i t p a c k e t . I have 

two w i t n e s s e s . I ' d l i k e t o s t a r t w i t h t h e l a n d 

w i t n e s s t o d a y . 

EXAMINER CATANACH: Okay. 

BARBARA STURGEON 

Having been d u l y sworn upon her o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. NITCHER: 

Q. Would you, p l e a s e , s t a t e y o u r name and 
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b u s i n e s s address f o r t h e r e c o r d , p l e a s e . 

A. Bar b a r a S t u r g e o n , Post O f f i c e Box 800, 

Denver, C o l o r a d o 80201. 

Q. By whom are you employed and i n what 

capac i t y ? 

A. Amoco P r o d u c t i o n Company as a l a n d 

negot i a t o r . 

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

t h i s Commission b e f o r e ? 

A. No, I have n o t . 

Q. Would you g i v e t h e Commission a b r i e f 

d e s c r i p t i o n of your e d u c a t i o n a l background or 

work e x p e r i e n c e . 

A. I have a degree i n b u s i n e s s management 

from t h e U n i v e r s i t y of Wyoming. I g r a d u a t e d i n 

1974. I ' v e worked f o r Amoco f o r 

s e v e n t e e n - a n d - a - h a l f y e a r s . The l a s t 

t e n - a n d - a - h a l f y e a r s , I ' v e been a l a n d 

n e g o t i a t o r . I ' v e worked t h e San Juan B a s i n f o r 

th e l a s t two y e a r s . 

MR. NITCHER: I would ask t h a t Ms. 

St u r g e o n ' s c r e d e n t i a l s be a c c e p t e d t o t e s t i f y as 

t o l a n d m a t t e r s . 

EXAMINER CATANACH: She i s so 

q u a l i f i e d . 
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Q. (BY MR. NITCHER) Okay. Ms. S t u r g e o n , 

have you p r e p a r e d any e x h i b i t s i n p r e p a r a t i o n f o r 

t o d a y ' s t e s t i m o n y ? 

A. I p r e p a r e d E x h i b i t 1. 

Q. Could you b r i e f l y t h e i m p o r t a n c e o f 

t h i s e x h i b i t t o t h e Commission. 

A. Yes. F i r s t o f a l l , i t ' s t h e o u t l i n e . 

T h a t ' s a f e d e r a l u n i t . I t ' s s u p e r v i s e d by t h e 

BLM, has a p p r o x i m a t e l y 31,000 a c r e s i n i t . The 

breakdown of t h e acreage makeup i s 94 p e r c e n t 

f e d e r a l , 4 p e r c e n t s t a t e , and 2 p e r c e n t f e e . 

I t ' s o p e r a t e d by Amoco. Tenneco was t h e p r e v i o u s 

o p e r a t o r , b u t we t o o k over f r o m them when we 

p u r c h a s e d Tenneco. 

The o u t l i n e of t h e u n i t i s shown i n t h e 

heavy r e d l i n e . I t ' s shown f o u r t i m e s because 

t h e r e are f o u r PA's i n t h i s u n i t : t h e Dakota, 

t h e Mesaverde, t h e P i c t u r e d C l i f f s , and t h e 

Chacra. 

The b o u n d a r i e s of t h e PA a r e shown i n 

t h e c o l o r e d h i g h l i g h t i n g . For example, i n t h e 

upper l e f t - h a n d c o r n e r , y o u ' l l see i n l i g h t 

orange t h e Dakota PA, and t h e n i t ' s l a b e l e d below 

t h a t . 

The reason f o r showing you t h e s e PA' s 
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i s t o d e m o n s t r a t e t h a t t h e o w n e r s h i p i s d i f f e r e n t 

because t h e b o u n d a r i e s a r e d i f f e r e n t . You're 

c o v e r i n g d i f f e r e n t l e a s e s and d i f f e r e n t owners. 

And, f o r i n s t a n c e , Amoco owns 15 p e r c e n t i n t h e 

Chacra, 20 p e r c e n t i n t h e P i c t u r e d C l i f f s , 24 

p e r c e n t i n t h e Mesaverde, and 23 p e r c e n t i n t h e 

Dakota. 

As Mr. N i t c h e r a l l u d e d t o , we have 

spoken t o t h e BLM, and we have t h e i r g e n e r a l 

a p p r o v a l f o r t h e way we want t o approach t h i s . 

They want us t o subm i t each w e l l or p a i r of w e l l s 

i n d i v i d u a l l y so t h a t t h e y can g i v e i n d i v i d u a l 

a p p r o v a l . So we don't have w r i t t e n a p p r o v a l f o r 

i t , b u t we do have t h e i r g e n e r a l agreement and 

t h e i r v e r b a l agreement i n how we're a p p r o a c h i n g 

t h i s . 

I n a d d i t i o n t o h a v i n g spoken t o t h e 

BLM, we n o t i f i e d t h e o t h e r 195 owners i n t h i s 

u n i t by c e r t i f i e d m a i l w i t h r e t u r n r e c e i p t 

r e q u e s t e d . We have t h e r e t u r n e d g r e e n c a r d s . We 

have 183 o f t h e s e . We have two l e t t e r s t h a t were 

r e t u r n e d w i t h bad a d d r e s s e s , and t h e r e were t e n 

l e t t e r s t h a t we have n o t r e c e i v e d t h e c a r d s back 

on y e t . The l e t t e r was d a t e d November 7. 

Q. You s t a t e d t h a t Amoco has t a l k e d t o t h e 
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Commission. W i l l Mr. Hawkins be d i s c u s s i n g t h a t 

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

A. Yes. 

MR. NITCHER: I would ask t h a t E x h i b i t s 

1 and a l s o , i f t h e Commission would l i k e , t h e 

c e r t i f i e d l e t t e r c e r t i f i c a t e s be a d m i t t e d i n t o 

t h e r e c o r d . 

EXAMINER CATANACH: Do you have any 

quest i o n s ? 

MR. STOVALL: Mr. N i t c h e r , d i d you hear 

my d i s c u s s i o n w i t h Mr. R o b e r t s r e g a r d i n g t h e 

a f f i d a v i t ? 

MR. NITCHER: Yes, I d i d , and I w i l l 

c omply. 

MR. STOVALL: You may be a b l e t o f i n d 

some way t o b i n d t h o s e i n a way t h a t doesn't 

t h i c k e n t h e f i l e g r e a t l y . 

MR. NITCHER: I f t h e Commission would 

l i k e , we would j u s t s u b m i t t h e a p p l i c a t i o n and 

no t s u b m i t t h e a c t u a l c e r t i f i e d r e c e i p t s , however 

t h e Commission w o u l d l i k e . 

MR. STOVALL: Do you have t h o s e i n a 

database o f some s o r t where t h e y ' v e g o t t h e 

numbers on them? 

THE WITNESS: I t was our d i v i s i o n o r d e r 
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database t h a t had t h e addresses and t h e p e o p l e s ' 

names. 

MR. STOVALL: You don't have t h e r e t u r n 

r e c e i p t c a r d s on t h o s e or a n y t h i n g l i k e t h a t , t h e 

numbers? I know some companies do t h a t when t h e y 

send m a i l i n g s o u t . 

THE WITNESS: You mean, t h e numbers o f 

these? Yeah, I'm sure we have t h o s e . 

MR. NITCHER: Would you l i k e t h o s e 

i n c l u d e d ? 

MR. STOVALL: That m i g h t be 

s a t i s f a c t o r y . 

EXAMINER CATANACH: I t h i n k so. 

MR. STOVALL: Submit t h e l i s t o f p e o p l e 

t o whom i t was sent and t h e c e r t i f i c a t i o n number 

a t t a c h e d t o your a f f i d a v i t as a m a i l i n g . 

MR. NITCHER: I w i l l send t h a t t o your 

a t t e n t i o n . 

EXAMINER CATANACH: Okay. 

MR. NITCHER: I f t h e r e a re no q u e s t i o n s 

of Ms. S t u r g e o n , I would c a l l Mr. Hawkins. 

MR. STOVALL: We haven't a c t u a l l y 

a d m i t t e d t h o s e . I i n t e r r u p t e d you b e f o r e we d i d . 

EXAMINER CATANACH: E x h i b i t 1 w i l l be 

a d m i t t e d as e v i d e n c e and t h e c e r t i f i e d m a i l i n g 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

1 2 

13 

14 

1 5 

1 6 

1 7 

18 

19 

20 

2 1 

22 

23 

24 

25 

1 1 

r e c e i p t s . 

MR. STOVALL: I do have a q u e s t i o n j u s t 

more out of c u r i o s i t y t h a n a n y t h i n g e l s e . 

P a r t i c u l a r l y l o o k i n g a t t h e Dakota p a r t i c i p a t i n g 

a r e a , P i c t u r e d C l i f f s a l i t t l e , b u t do you know 

why t h e i s l a n d s e x i s t i n t h e r e t h a t a r e 

unc o m m i t t e d t o t h e p a r t i c i p a t i n g areas? 

THE WITNESS: I don't s p e c i f i c a l l y know 

th e h i s t o r y of t h e u n i t . I t was formed i n 1952, 

and i t was a Tenneco p r o p e r t y , and I d i d n ' t go 

t h r o u g h t h e h i s t o r y of how t h e PA 1s had formed 

t h i s way. 

MR. STOVALL: Okay. That's a l l I 

have . 

EXAMINER CATANACH: The w i t n e s s may be 

excused. 

THE WITNESS: Thank you. 

MR. NITCHER: At t h i s t i m e I would l i k e 

t o c a l l Mr. B i l l Hawkins. 

J. W. HAWKINS 

Having been d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. NITCHER: 

Q. Mr. Hawkins, would you, p l e a s e , s t a t e 
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your name and b u s i n e s s address f o r t h e r e c o r d , 

p l e a s e . 

A. B i l l Hawkins, P.O. Box 800, Denver 

Colorado 80201 . 

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

t h i s Commission as an e x p e r t i n r e s e r v o i r 

e n g i n e e r i n g and your c r e d e n t i a l s been accepted? 

A. Yes, I have and t h e y have. 

MR. NITCHER: I would move f o r Mr. 

Hawkins' a d m i s s i o n as an e x p e r t i n p e t r o l e u m 

e n g i n e e r i n g . 

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

Q. Mr. Hawkins, have you p r e p a r e d any 

e x h i b i t s , i n a d d i t i o n t o t h e e x h i b i t s p r e p a r e d by 

Ms. S t u r g e o n , f o r t o d a y ' s t e s t i m o n y ? 

A. Yes, I have. I have p r e p a r e d f o u r 

e x h i b i t s or had them p r e p a r e d under my d i r e c t i o n . 

Q. Would you, p l e a s e , go t h r o u g h t h e s e 

e x h i b i t s one a t a t i m e and e x p l a i n t h e i m p o r t a n c e 

as t o each e x h i b i t t o t o d a y ' s t e s t i m o n y . 

A. Yes. I f you would t u r n t o E x h i b i t 2, 

E x h i b i t 2 i s a c t u a l l y t h r e e pages, b u t what I 

want t o do i s -- t h e r e ' s a l o t of i n f o r m a t i o n 

h e r e , b u t I ' d l i k e t o f o c u s on t h e f i r s t l i n e and 

j u s t k i n d of l e t you see what we've g o t . 
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We've l i s t e d each of t h e w e l l s t h a t 

we've i d e n t i f i e d f o r p o t e n t i a l c o m m i n g l i n g of 

condensate a t t h i s p o i n t i n t i m e . A l t h o u g h our 

a p p l i c a t i o n i s b a s i c a l l y a b l a n k e t a p p l i c a t i o n 

f o r t h e s e w e l l s and any f u t u r e w e l l s , t h e s e are 

t h e ones t h a t we would l i k e t o go ahead and 

commingle as soon as p o s s i b l e . 

I f we j u s t l o o k a t t h e f i r s t l i n e o f 

d a t a , i t i d e n t i f i e s t h e w e l l as t h e San Juan 

28-7-1 w e l l as t h e Mesaverde f o r m a t i o n . And t h e 

l i n e i m m e d i a t e l y below t h a t shows t h e same w e l l 

f o r t h e P i c t u r e d C l i f f s f o r m a t i o n . T h i s i s a 

d u a l w e l l . Shows t h e l o c a t i o n , t h e gas 

p r o d u c t i o n t h r o u g h May 22 of t h i s y e a r . 

And I t h i n k of i m p o r t a n c e i s t h e n e x t 

column showing t h e average d a i l y gas r a t e . The 

Mesaverde produced about 99 Mcfd, and t h e 

P i c t u r e d C l i f f s averaged 64 Mcfd. These w e l l s 

a r e n o t e x t r e m e l y p r o l i f i c , b u t t h e s e are 

r e a s o n a b l y r e p r e s e n t a t i v e . They range anywhere 

f r o m about 600 Mcfd down t o 10 or 20, j u s t r i g h t 

above t h e economic l i m i t . 

We a l s o show i n t h e n e x t column 

c u m u l a t i v e gas p r o d u c t i o n . And t h e n we s t a r t 

l o o k i n g a t t h e condensate f i g u r e s , w h i c h are 
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ann u a l condensate t h r o u g h t h e same t i m e p e r i o d , 

t h e average d a i l y r a t e , and t h e c u m u l a t i v e 

condensate. 

And, a g a i n , I draw your a t t e n t i o n t o 

th e n e x t - t o - t h e - l a s t column showing t h e 

condensate p r o d u c t i o n . The Mesaverde shows about 

f i v e b a r r e l s of condensate per day, and t h e 

P i c t u r e d C l i f f s shows z e r o . We a c t u a l l y b e l i e v e 

t h e s e P i c t u r e d C l i f f s w e l l s would produce a 

n o m i n a l amount of condensate i f i t were b e i n g 

c o l l e c t e d . 

R i g h t now most of t h e s e w e l l s a r e so 

dr y t h a t t h e condensate i s e i t h e r p roduced w i t h 

t h e gas s t r e a m i n t o t h e p i p e l i n e or as a 

c a r r y o v e r i n t o t h e l i q u i d s t r e a m i f t h e w e l l 

makes any w a t e r . 

What we're p r o p o s i n g t o do i s t o p u t a 

s e p a r a t o r , i f t h e r e ' s n o t one a l r e a d y i n p l a c e , 

and s t a r t c o l l e c t i n g t h a t c ondensate. We would 

e x p e c t t h a t t h e PC w e l l s w i l l make about .1 

b a r r e l s a day, rough e s t i m a t e . 

For t h e -- I guess we can go ahead t o 

E x h i b i t No. 3. We have t o s k i p t h r e e pages 

down. E x h i b i t 3 i s a l i t t l e s i m p l e economic 

a n a l y s i s of why we want t o commingle as opposed 
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t o i n s t a l l a t a n k t o c a p t u r e t h o s e l i q u i d s . 

The c o s t o f a new t a n k i s e s t i m a t e d t o 

be about $7500. A l t h o u g h t h a t sounds p r e t t y 

h i g h , t h a t w ould i n c l u d e t h e t r a n s p o r t a t i o n and 

i n s t a l l a t i o n and l a b o r c o s t s t o a c t u a l l y have t h e 

t h i n g a l l i n s t a l l e d and hooked up. 

I f you l o o k a t t h e f o r e c a s t e d 

p r o d u c t i o n revenue o f about .1 b a r r e l s of 

condensate per day, e s t i m a t e d c o s t o f $20 a 

b a r r e l , and a f a i r l y s i g n i f i c a n t h i g h r o y a l t y 

p o s i t i o n i n t h e P i c t u r e d C l i f f s , we would e x p e c t 

t h a t a s i n g l e w e l l m i g h t g e n e r a t e $560 per year 

on a b e f o r e - t a x b a s i s . 

And a s i m p l e b e f o r e - t a x payout 

c a l c u l a t i o n would show i t would t a k e 13 y e a r s t o 

r e c o v e r t h e c o s t o f i n s t a l l i n g t h a t t a n k . So I 

t h i n k f r o m a p r u d e n t economic s t a n d p o i n t we would 

l i k e t o produce t h i s condensate i n t o an e x i s t i n g 

t a n k as opposed t o p u r c h a s i n g a new t a n k j u s t f o r 

the P i c t u r e d C l i f f s c o n d e n s a t e . 

I ' d l i k e t o move t o t h e n e x t e x h i b i t . 

E x h i b i t 4 shows a s c h e m a t i c of how t h e t y p i c a l 

w e l l i s c o n n e c t e d up i n t h e f i e l d and our 

proposed c o m m i n g l i n g p r o c e d u r e , I guess. 

I f you s t a r t i n t h e b o t t o m l e f t c o r n e r 
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of t h i s s c h e m a t i c , y o u ' l l see a w e l l h e a d w i t h two 

r e d l i n e s l e a d i n g o u t . That would be t h e f u l l 

w e l l s t r e a m p r o d u c t i o n f r o m a d u a l w e l l . The 

upper r e d l i n e goes t o a Mesaverde s e p a r a t o r . 

The lower r e d l i n e goes t o t h e P i c t u r e d C l i f f s 

s e p a r a t o r . 

I f we l o o k a t t h e Mesaverde s e p a r a t o r , 

we see t h a t t h e gas c o n t i n u e s t o go s t r a i g h t up 

i n t o an i n d i v i d u a l meter f o r t h e Mesaverde, and 

t h a t would n o t be changed. The green l i n e and 

th e b l u e l i n e r e p r e s e n t s e p a r a t e streams from t h e 

s e p a r a t o r t o a condensate t a n k and t o a w a t e r 

t ank . 

I f we l o o k a t t h e P i c t u r e d C l i f f s 

s e p a r a t o r -- and I'm assuming t h a t t y p i c a l l y we 

would e i t h e r have one o u t t h e r e or we w i l l 

i n s t a l l one -- t h e gas goes f r o m t h a t s e p a r a t o r 

t o i t s i n d i v i d u a l meter i n t o s a l e s . 

The l i q u i d s t y p i c a l l y a r e e i t h e r g o i n g 

t o an e a r t h e n p i t , p r i m a r i l y w a t e r , w i t h some 

c a r r y o v e r of condensate. And we would propose t o 

l a y a l i n e t h a t w o u l d -- fr o m t h e s e p a r a t o r t h a t 

w ould t i e i n t o b o t h t h e condensate and t h e wat e r 

s treams and c o l l e c t t h a t i n t a n k s . 

So t h a t ' s t h e b a s i c s c h e m a t i c of how we 
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would hook up the s e w e l l s f o r s u r f a c e c o m m i n g l i n g 

of t h e con d e n s a t e . A g a i n , I would p o i n t o u t t h a t 

t h e gas would c o n t i n u e t o be i n d i v i d u a l l y 

m etered. 

I ' d l i k e t o go t o E x h i b i t No. 5. 

E x h i b i t No. 5 i s an example of our a l l o c a t i o n 

scheme. As we've t a l k e d about e a r l i e r , we've met 

w i t h t h e BLM t o d i s c u s s t h i s p r o p o s a l f o r s u r f a c e 

c o m m i n g l i n g . And we d i s c u s s e d s e v e r a l methods o f 

a l l o c a t i o n : how we would measure; how o f t e n i t 

would need t o be measured; and how would we 

a l l o c a t e p r o d u c t i o n back t o t h e i n d i v i d u a l 

w e l l s . 

We have r e c e i v e d a v e r b a l agreement, I 

guess, f r o m t h e BLM w i t h t h e method t h a t we're 

g o i n g -- t h a t we're showing you here t o d a y . T h i s 

i s g o i n g t o be a l i t t l e more burdensome t h a n t h e 

method t h a t we had proposed i n our a p p l i c a t i o n . 

But we agree w i t h t h e BLM t h a t t h i s w i l l p r o b a b l y 

be a more a c c u r a t e method, and t h e r e f o r e we're 

w i l l i n g t o go t h r o u g h t h e a d d i t i o n a l b urden. 

I f I can l e a d you t h r o u g h t h i s example, 

what we've done i s I ' v e j u s t l i s t e d a t t h e t o p 

W e l l 1 and W e l l 2. That c o u l d e i t h e r be two 

s e p a r a t e w e l l s t h a t a r e c l o s e t o g e t h e r or two 
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s e p a r a t e t u b i n g s t r i n g s f r o m a d u a l w e l l , one a 

Mesaverde and one a P i c t u r e d C l i f f s w e l l . 

Our method would have us t e s t on an 

ann u a l b a s i s each w e l l t o get a GOR t h a t w ould be 

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

would have t o be a t e s t o f s u f f i c i e n t l e n g t h t o 

get a measurable volume of condensate. T h i s 

would p r o b a b l y be anywhere from a 24- t o 72-hour 

t e s t d epending on what t h e w e l l can produce. 

We a l s o show i n t h e n e x t column, l e t ' s 

assume t h a t t h e m o n t h l y gas p r o d u c t i o n f r o m t h e 

Mesaverde was about 9.7 m i l l i o n c u b i c f e e t of 

gas, and from t h e P i c t u r e d C l i f f s , about 5.9 

m i l l i o n c u b i c f e e t of gas, and t h a t t h e 

condensate p r o d u c t i o n from t h o s e two w e l l s 

c o l l e c t e d i n t h e s i n g l e t a n k would be 37 

b a r r e l s . 

The method of a l l o c a t i o n i s shown below 

i n t h r e e s t e p s . F i r s t would be t o c a l c u l a t e a 

t h e o r e t i c a l condensate p r o d u c t i o n , w h i c h w o u l d 

use t h e m o n t h l y gas p r o d u c t i o n , d i v i d e d by t h e 

annual GOR t e s t . We show t h a t f o r b o t h t h e f i r s t 

w e l l and second w e l l . 

The Mesaverde w e l l c a l c u l a t e s t o 36 

b a r r e l s t h e o r e t i c a l l y , and t h e P i c t u r e d C l i f f s 
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w e l l c a l c u l a t e s t o 3.2 b a r r e l s t h e o r e t i c a l l y . 

The t o t a l o f t h a t would be 39.2 b a r r e l s . 

Next we would under s t e p 2 d e t e r m i n e 

t h e a l l o c a t i o n f a c t o r f o r each w e l l . The 

Mesaverde wo u l d have pro d u c e d 36 o u t of t h e 39.2 

b a r r e l s , or .918 f a c t o r . W e l l 2, P i c t u r e d C l i f f s 

w e l l , would have produced 3.2 b a r r e l s o u t of 39.2 

b a r r e l s , or a .082 f a c t o r . You n o t e t h a t t h o s e 

two numbers have t o add t o 1.0, 100 p e r c e n t o f 

th e a l l o c a t i o n . 

And t h e n i n s t e p 3 we use tho s e 

a l l o c a t i o n f a c t o r s t o a l l o c a t e t h e a c t u a l 37 

b a r r e l s t h a t was fo u n d i n t h e t a n k back t o each 

of t h e i n d i v i d u a l w e l l s . W e l l 1 would g et 37 

b a r r e l s t i m e s i t s f a c t o r of .918, or 34 b a r r e l s 

o f condensate a l l o c a t e d t o i t . And W e l l 2, 

P i c t u r e d C l i f f s , would g et 37 t i m e s .082, or 3 

b a r r e l s a l l o c a t e d t o i t . 

We f e e l l i k e t h i s i s a r e a s o n a b l y 

a c c u r a t e method t h a t w i l l p r o t e c t t h e c o r r e l a t i v e 

r i g h t s o f a l l o f t h e owners, w o r k i n g i n t e r e s t s , 

r o y a l t y , and o v e r r i d i n g r o y a l t y i n t e r e s t owners. 

We know t h a t t h e BLM i s v e r y concerned 

about t h e a c c u r a c y of t h e method t h a t we would 

use o u t h e r e , and t h e y are i n agreement w i t h t h i s 
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method. So we are recommending t h a t i t be 

approved by t h e s t a t e as w e l l . 

Q. Mr. Hawkins, have you been c o n t a c t e d by 

any o t h e r s t a t e agency c o n c e r n i n g t h i s 

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

A. Yes, I have. L e t me l o o k a t my n o t e s 

here r e a l q u i c k l y . I have a l e t t e r f r o m t h e 

S t a t e o f New Mexico O f f i c e o f t h e Commissioner of 

P u b l i c Lands d a t e d November 19. The l e t t e r i s 

a d v i s i n g us t h a t we a l s o have t o get a p p r o v a l 

from t h e S t a t e of New Mexico P u b l i c Land 

Commission f o r any w e l l s t h a t a r e on s t a t e 

l a n d s . 

Now, t h e r e are two s e c t i o n s i n t h i s 

u n i t t h a t a r e s t a t e l a n d s . That w o u l d be S e c t i o n 

2 i n Township 27 N o r t h , Range 7 West and S e c t i o n 

16 i n Township 27 N o r t h , Range 7 West. 

I d i s c u s s e d our a p p l i c a t i o n w i t h Pete 

M a r t i n e z a t t h e P u b l i c Land Commission and 

e x p l a i n e d t o him t h a t even though we were 

c o m m i n g l i n g some w e l l s t h a t a r e n o t on s t a t e 

l a n d s , t h e s t a t e w o uld s t i l l be r e c e i v i n g a 

r o y a l t y due t o t h e o w n e r s h i p i n t h e PA. 

My u n d e r s t a n d i n g f r o m him i s t h a t we 

would o n l y need t o f i l e an a p p l i c a t i o n f o r a w e l l 
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on s t a t e l a n d s . So I agreed w i t h him t h a t we 

wou l d send them i n f o r m a t i o n on t h e w e l l s t h a t a r e 

on s t a t e l a n d s as w e l l as t h e e x h i b i t s t h a t we 

show a t t h i s h e a r i n g i n response t o t h e i r r e q u e s t 

f o r an a p p l i c a t i o n and f i l e a $30 f i l i n g f e e w i t h 

them. 

Q. Okay. The f o r m u l a , as s e t o u t on your 

E x h i b i t 5, i s t h a t a p p l y i n g t o a l l f o u r PA 1s t h a t 

a r e i n c l u d e d i n your a p p l i c a t i o n ? 

A. Yes, i t i s . 

Q. Okay. And i n your e x p e r t o p i n i o n w i l l 

t h e f o r m u l a , as s e t o u t on E x h i b i t 5 h e r e , 

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

i n t e r e s t owners i n a l l f o u r of t h e p a r t i c i p a t i n g 

a r e as ? 

A. Yes, i t w i l l . 

Q. W i l l t h e g r a n t i n g of t h e a p p l i c a t i o n 

p r e v e n t waste? 

A. Yes, i t w i l l . 

MR. NITCHER: I wou l d r e q u e s t t h a t 

E x h i b i t s , what, 2 t h r o u g h 5 be a d m i t t e d i n t o t h e 

r e c o r d . 

EXAMINER CATANACH: E x h i b i t s 2 t h r o u g h 

5 w i l l be a d m i t t e d i n t o t h e r e c o r d . 

MR. STOVALL: Let me ask you a 
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q u e s t i o n , Mr. N i t c h e r , w h i l e Mr. Catanach i s 

l o o k i n g a t t h e e x h i b i t s . D i d you g i v e t h e S t a t e 

Land Commissioner n o t i c e of t h i s h e a r i n g ? 

MR. NITCHER: Yes, we d i d . 

MR. STOVALL: D i d e i t h e r you or Mr. 

Hawkins t a l k t o Pete M a r t i n e z about coming up 

here t o p a r t i c i p a t e or a t l e a s t observe t h e 

hear i n g ? 

THE WITNESS: I e x p l a i n e d t o him t h a t 

we were g o i n g t o go t o h e a r i n g , and I asked him 

d i d we need t o f i l e an a p p l i c a t i o n w i t h him p r i o r 

t o t h i s h e a r i n g . He i n d i c a t e d t h a t no, we d i d 

n o t , j u s t p r i o r t o t h e a c t u a l i m p l e m e n t a t i o n o f 

c o m m i n g l i n g we needed t h e i r a p p r o v a l . 

From my d i s c u s s i o n w i t h him, c l a r i f i e d 

some o f t h e q u e s t i o n s he had of what we were 

t r y i n g t o do. And t h e i n d i c a t i o n I g o t fr o m him 

was t h a t he would be i n agreement w i t h i t s i n c e 

most o f t h i s condensate a t t h i s p o i n t i n t i m e i s 

no t b e i n g c o l l e c t e d and t h a t t h i s would o f f e r a 

method t h a t would be e c o n o m i c a l and would c o l l e c t 

condensate and p r e v e n t waste. 

MR. STOVALL: Mr. Hawkins, a re you 

f a m i l i a r enough w i t h t h e u n i t agreements t o 

e x p l a i n t h e p a r t i c i p a t i o n w i t h i n t h e v a r i o u s PA 1s 
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and how t h a t ' s done, or s h o u l d we g e t Ms. 

St u r g e o n back up again? 

THE WITNESS: We p r o b a b l y s h o u l d g e t 

Ms. S t u r g e o n back a g a i n . 

MR. STOVALL: Okay. I want t o do t h a t 

i n a m i n u t e t h e n j u s t f o r d i s c u s s i o n . 

Okay. One more q u e s t i o n w h i l e I'm a t 

i t . 

EXAMINATION 

BY MR. STOVALL: 

Q. You've shown an example of a 

d u a l - c o m p l e t e d Mesaverde PC w e l l . I s t h a t t h e 

most common s i t u a t i o n o u t t h e r e ? 

A. That i s t h e most common. Of t h e 32 

d u a l s or p a i r s of w e l l s t h a t we have, we have 28 

w e l l s t h a t a r e d u a l s and 4 w e l l s t h a t are l o c a t e d 

on s i t e s c l o s e enough t o g e t h e r t h a t t h e y c o u l d 

share t h e t a n k . 

And t h o s e would be t h e t y p i c a l t y p e of 

s i t u a t i o n we'd see. I n f a c t , i t may be a l l t h a t 

we see, b u t we wanted t o go ahead and g e t b l a n k e t 

a p p r o v a l . I n t h e event t h a t we make a n o t h e r d u a l 

c o m p l e t i o n sometime i n t h e f u t u r e , we w o u l d n ' t 

have t o go back t h r o u g h t h e 197 p e o p l e -- you 

know, n o t i c e r e q u i r e m e n t f o r h e a r i n g a g a i n . 
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We would s t i l l have t o go on an 

i n d i v i d u a l b a s i s back t o t h e BLM on any new w e l l 

t h a t we d e c i d e t o do. And I guess i f t h a t w e l l 

were on p u b l i c l a n d s , we would have t o f i l e an 

a p p l i c a t i o n w i t h t h e Commission of P u b l i c Lands. 

Q. The v a r i o u s d u a l s come i n a v a r i e t y o f 

c o m b i n a t i o n s of t h e d i f f e r e n t f o r m a t i o n s ; i s t h a t 

c o r r e c t ? 

A. The m a j o r i t y o f them a re Mesaverde PC. 

I f you l o o k a t our l i s t , I t h i n k we have one 

Chacra w e l l w h i c h i s t h e San Juan 28 and 7, No. 

169. I t ' s on t h e second page o f E x h i b i t 2 down 

a t t h e b o t t o m . I t ' s d u a l e d w i t h t h e PC. 

And we have two Dakota w e l l s , one i s 

the -- i t ' s j u s t r i g h t above t h a t . I t ' s n o t e d 

under f o r m a t i o n DK. I t ' s San Juan 28 and 7, No. 

154. That w e l l w o uld be d u a l e d w i t h w e l l No. 

116 -- or excuse me, commingled w i t h w e l l No. 

116. And w e l l No. 116 i s a PC w e l l t h a t ' s on t h e 

same s u r f a c e l o c a t i o n , or nearby s u r f a c e 

l o c a t i o n . 

The o t h e r Dakota w e l l i s a — i t ' s on 

th e t h i r d page, San Juan 28 and 7, No. 187. And 

i t w o uld be d u a l e d -- or excuse me, commingled 

w i t h t h e San Juan 28 and 7, No. 264, w h i c h i s a 
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P i c t u r e d C l i f f s w e l l . And t h o s e a g a i n a r e b o t h 

on t h e same or nearby s u r f a c e l o c a t i o n s . 

I guess I do see one o t h e r Dakota one, 

and t h a t ' s about t h e m i d d l e of t h e page, second 

page of E x h i b i t 2. I t ' s t h e San Juan 28 and 7 

No. 109. There's a Mesaverde Dakota d u a l . 

Q. But you'd want t h e a u t h o r i t y t o go 

beyond t h i s l i s t o f w e l l s ; i s t h a t c o r r e c t ? 

A. T h a t ' s c o r r e c t . I f we were t o d u a l l y 

c o m p l e t e a w e l l i n t h e f u t u r e , we would want t h e 

a u t h o r i t y t o p u t a s i n g l e t a n k o ut t h e r e t o 

c o l l e c t t h e condensate from b o t h o f t h o s e w e l l s 

and use t h i s method t o a l l o c a t e p r o d u c t i o n back 

t o t h e i n d i v i d u a l w e l l . 

MR. STOVALL: I don't t h i n k I have any 

o t h e r q u e s t i o n s f o r t h i s w i t n e s s . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Hawkins, t h e San Juan 28-7 No. 60, 

i s t h a t g o i n g t o be commingled w i t h a n o t h e r w e l l ? 

A. Yes. We show t h a t one would be 

commingled w i t h t h e San Juan 28 and 7 No. 146. I 

r e a l i z e t h i s l i s t was k i n d of p u t t o g e t h e r --

s h o u l d have been p a i r e d up. Would have been 

s i m p l e r f o r you t o see. But t h a t w e l l — l e t ' s 
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see, No. 14 6. 

MR. STOVALL: About f i f t h f r o m t h e 

b o t t o m on t h e second page. 

A. R i g h t . I t i s a t t h e same or nearby 

s u r f a c e l o c a t i o n . You can see i t ' s i n q u a d r a n t B 

of S e c t i o n 19, Township 28 and 7. And t h a t ' s t h e 

same as t h e No. 60 w e l l . L o c a t i o n B i s t h e 40 

ac r e s t h a t i t would be i n . 

MR. STOVALL: U n i t l e t t e r B? 

A. R i g h t , U n i t l e t t e r B. Th a t ' s what I'm 

l o o k i n g f o r . 

Q. (BY EXAMINER CATANACH) Can I g e t you 

t o p r o v i d e us a l i s t o f , o t h e r t h a n t h e 

dua1-comp1eted w e l l s , t h e a c t u a l two w e l l b o r e s 

t h a t a r e g o i n g t o be commingled? 

A. Yes, I w i l l do t h a t . 

Q. Okay. Has t h e P i c t u r e d C l i f f s 

t r a d i t i o n a l l y n o t -- t h e condensate n o t been 

r e c o v e r e d f r o m t h e s e w e l l s a t a l l ? 

A. I n some cases I t h i n k i t i s r e c o v e r e d , 

and I t h i n k i t has t o do w i t h whether or n o t t h a t 

w e l l has a more t h a n n o m i n a l amount of condensate 

produced. 

I n most of t h e cases t h a t we've l o o k e d 

a t here -- a g a i n , we've k i n d of t a k e n over 
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o p e r a t i o n s f r o m Tenneco and j u s t c o n t i n u e d w i t h 

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

w e l l makes a f a i r amount of w a t e r . And t h a t 

w a t e r has t o be s e p a r a t e d f r o m t h e gas st r e a m and 

whatever condensate i s produced i s p r o b a b l y 

c a r r i e d over w i t h t h a t w a t e r . 

s i g n i f i c a n t volume o f wa t e r and t h e r e ' s no 

s e p a r a t o r t h e r e a t a l l , t h e n t h e w e l l f l o w s f u l l 

w e l l s t r e a m t h r o u g h t h e gas meter. I t ' s d r y 

enough t h a t i t doesn't cause a s i g n i f i c a n t 

p r o b l e m , b ut i t does p r o b a b l y c o l l e c t i n t h e 

t r a n s p o r t e r ' s l i n e and have t o be c l e a r e d o ut a t 

some p o i n t . 

be v e r y s i g n i f i c a n t volumes of condensate. We're 

e s t i m a t i n g t h a t t h e y w i l l be on t h e o r d e r of .1 

b a r r e l s a day, wh i c h i s about 3 b a r r e l s a month. 

I f t h e w e l l does n o t make any 

We don ' t e x p e c t t h a t t h e s e are g o i n g t o 

Q • Per w e l l ? 

A . Per w e l l , t h a t ' s c o r r e c t . 

Q • And how many w e l l s are we t a l k i n g 

about ? 

A . Wei 1 , i t w ould be about 30 --

Q • I n i t i a l l y ? 

A . -- of t h e PC w e l l s t h a t ' s c o r r e c t . 
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MR. STOVALL: Do I u n d e r s t a n d c o r r e c t l y 

t h a t most of t h e l o c a t i o n s where y o u ' r e p l a n n i n g 

t o commingle t h e r e ' s a l r e a d y a t a n k and 

condensate --

THE WITNESS: That's c o r r e c t . 

MR. STOVALL: -- c o l l e c t i o n system f o r 

th e non-PC w e l l ? 

THE WITNESS: T h a t ' s c o r r e c t . 

EXAMINER CATANACH: You're s a y i n g i t ' s 

uneconomic t o i n s t a l l a n o t h e r t a n k on t h o s e 

l o c a t i o n s f o r j u s t t h e PC condensate? 

THE WITNESS: T h a t ' s c o r r e c t . 

MR. STOVALL: But you are g o i n g t o 

i n s t a l l a s e p a r a t o r on t h e PC w e l l s t h a t d o n ' t 

c u r r e n t l y have a s e p a r a t o r ? 

THE WITNESS: That i s c o r r e c t . 

EXAMINER CATANACH: T h i s a l l o c a t i o n 

w i l l be done on a m o n t h l y b a s i s ? 

THE WITNESS: That's r i g h t . 

MR. STOVALL: Based on t h e an n u a l GOR 

t e s t , t h e r e a l m e c h a n i c a l t h i n g , t h e s t e p 

p r o c e s s , i s a l l g o i n g t o be done on a computer, I 

assume, t h a t you c o u l d p l u g t h e GOR i n and i t 

w i l l do some s o r t of --

THE WITNESS: T h i s i s a l i t t l e 
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burdensome. T h a t ' s why t h e method t h a t we had 

o r i g i n a l l y p r oposed would have been h a n d l e d a 

l i t t l e b i t s i m p l e r t h r o u g h our a c c o u n t i n g and 

p r o d u c t i o n revenue systems. 

T h i s i s g o i n g t o t a k e some manual 

i n p u t . I t i s g o i n g t o t a k e some a d d i t i o n a l 

o verhead t o do i t m o n t h l y i n our o f f i c e , b u t we 

w i l l be a b l e t o accommodate i t . We are l o o k i n g 

a t ways t o t r y t o automate t h i s and get a l i t t l e 

b e t t e r -- maybe go t o e l e c t r o n i c c u s t o d y t r a n s f e r 

or s o m e t h i n g t h a t can remove some o f t h e 

a d d i t i o n a l overhead b u r d e n . 

But we f e e l l i k e t h a t even w i t h t h e 

overhead b u r d e n , t h i s would be b e t t e r t h a n 

p u r c h a s i n g t h e new t a n k s . 

EXAMINER CATANACH: How's t h e volume i n 

th e t a n k s d e t e r m i n e d monthly? 

THE WITNESS: My u n d e r s t a n d i n g i s t h a t 

t h e y have t o gauge t h a t t a n k e v e r y month t o 

d e t e r m i n e what a d d i t i o n a l s t o c k was b u i l t up, 

even i f t h e y don't s e l l a n y t h i n g o ut of t h e 

t a n k . 

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

made e v e r y month f o r each of t h o s e t a n k s . And I 

t h i n k i t ' s j u s t done by s t r a p p i n g t h e t a n k . 
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EXAMINER CATANACH: I b e l i e v e t h a t ' s 

a l l we have o f B i l l . You may be excused. 

MR. STOVALL: Would you l i k e t o 

r e c a l l --

MR. NITCHER: We would l i k e t o r e c a l l 

Ms. B a r b a r a S t u r g e o n . 

BARBARA STURGEON 

Having been p r e v i o u s l y d u l y sworn upon her o a t h , 

was examined and t e s t i f i e d f u r t h e r as f o l l o w s : 

EXAMINATION 

BY MR. STOVALL: 

Q. I t h i n k you h e a r d my q u e s t i o n s t o Mr. 

Hawkins i n w h i c h he t h r e w i t back t o you. 

A. Yes, I d i d . You might r e p e a t i t f o r 

me, th o u g h , so I'm sure I u n d e r s t a n d . 

Q. You b e t . The q u e s t i o n i s w i t h r e s p e c t 

t o t h e Land O f f i c e ' s r e q u i r e m e n t t h a t you a l s o 

f i l e an a p p l i c a t i o n f o r c o m m i n g l i n g p r o d u c t i o n 

f r o m w e l l s w h i c h a re on s t a t e l a n d s . And my 

q u e s t i o n t o you i s w i t h i n t h e i n d i v i d u a l 

p a r t i c i p a t i n g areas does e v e r y i n t e r e s t w i t h i n 

t h e p a r t i c i p a t i n g a r ea share i n a l l p r o d u c t i o n 

f r o m t h e p a r t i c i p a t i n g area p u r s u a n t t o t h e u n i t 

agreement ? 

A . Yes, t h e y do. 
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Q • So as f a r as t h e a c t u a l a l l o c a t i o n of 

rev e n u e s , and p a r t i c u l a r l y w i t h r e s p e c t t o 

r o y a l t i e s , t h e r e r e a l l y i s n ' t an a l l o c a t i o n based 

on t h e i n d i v i d u a l w e l l s and l o c a t i o n of t h o s e 

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

I j u s t wanted t o make sure I u n d e r s t o o d t h e i r 

system. I know why t h e y ' r e d o i n g i t . They have 

t h e i r r u l e s t h a t say you c a n ' t commingle 

n o n - s t a t e and s t a t e p r o d u c t i o n . 

MR. NITCHER: Yes. We p l a n t o comply 

w i t h a l l t h e s t a t e ' s r e q u i r e m e n t s . 

A . R i g h t . 

MR. STOVALL: That ' s r e a l l y a l l I had. 

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

MR. NITCHER: Thank you. 

EXAMINER CATANACH: There b e i n g n o t h i n g 

f u r t h e r , Case 10418 w i l l be t a k e n under 

a d v i s e m e n t . 

L e t ' s t a k e a t e n - m i n u t e b r e a k h e r e . 

(The p r o c e e d i n g s were c o n c l u d e d . ) 

Oil Conservation Division 
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