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This matter came on f o r hearing before the Ne\^ 
-o 

Mexico O i l Conservation D i v i s i o n , DAVID R. CATANACH, 

Hearing Examiner, on Thursday, August 5th, 2004, a t the New 

Mexico Energy, Minerals and Natural Resources Department, 

1220 South Saint Francis Drive, Room 102, Santa Fe, New 

Mexico, Steven T. Brenner, C e r t i f i e d Court Reporter No. 7 

f o r the State of New Mexico. 
* * * 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

8:16 a.m.: 

EXAMINER CATANACH: F i r s t case on the docket t h i s 

morning i s Number 13,314, which i s the 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, L.P., f o r surface 

commingling, San Juan County, New Mexico. 

I w i l l c a l l f o r 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 App l i c a n t , and I have one witness t o be 

sworn. 

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

MR. HALL: Mr. Examiner, Scott H a l l of M i l l e r 

S t r a t v e r t , P.A., Santa Fe, appearing on behalf of 

ConocoPhillips Company, and I have no witnesses t h i s 

morning. 

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

Okay, w i l l the witness please stand t o be sworn 

in? 

(Thereupon, the witness was sworn.) 

MR. KELLAHIN: Mr. Examiner, we have one witness 

t h i s morning. Mr. Leonard Biemer i s a petroleum engineer 

w i t h B u r l i n g t o n , and he's representing on behalf of the 

t e c h n i c a l group the pr e s e n t a t i o n t o you t h i s morning. The 

e x h i b i t s are i n PowerPoint, and before you i s a hard copy 

STEVEN T. BRENNER, CCR 
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of those e x h i b i t s . With your permission, then, w e ' l l 

proceed. 

EXAMINER CATANACH: You may, proceed. 

LEONARD J. BIEMER. JR.. 

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. Biemer, f o r the record, s i r , would you please 

s t a t e your name and occupation? 

A. My name i s Leonard Biemer. I'm a senior s t a f f 

r e s e r v o i r engineer w i t h B u r l i n g t o n Resources i n Farmington, 

New Mexico. 

Q. On p r i o r occasions, Mr. Biemer, have you 

t e s t i f i e d before the Divis i o n ? 

A. Yes, s i r , I have. 

Q. And have you q u a l i f i e d as an expert petroleum 

engineer? 

A. Yes, s i r , I have. 

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

B u r l i n g t o n , are you p a r t of the t e c h n i c a l team t h a t 

examined t h i s issue of surface commingling of pro d u c t i o n i n 

the San Juan Basin? 

A. Yes, s i r , I am. 

Q. Are you f a m i l i a r w i t h D i v i s i o n Rule 303.B f o r 

STEVEN T. BRENNER, CCR 
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surface commingling? 

A. Yes, I am. 

Q. Are you seeking t o e s t a b l i s h w i t h these w e l l s a 

procedure where you can commingle production of o i l f o r 

these wells? 

A. Yes. 

Q. Are you i n a d d i t i o n seeking approval t o use t h i s 

an example f o r preapproval of t h i s method of a l l o c a t i o n 

between w e l l s w i t h i n the same spacing u n i t ? 

A. Yes, we are. 

Q. Let's t u r n t o the e x h i b i t s , Mr. Biemer. Are a l l 

these e x h i b i t s documents t h a t you're f a m i l i a r with? 

A. Yes, I am. 

Q. Did you a i d i n the pr e p a r a t i o n of the t e c h n i c a l 

work? 

A. Yes, s i r . 

MR. KELLAHIN: We tender Mr. Biemer as an expert 

petroleum engineer. 

EXAMINER CATANACH: Any objection? 

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

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

MR. KELLAHIN: Mr. Examiner, the e x h i b i t book i s 

organized so t h a t behind E x h i b i t Tab 1 i s the A p p l i c a t i o n 

and a copy of the n o t i c e l i s t and the green r e t u r n r e c e i p t 

cards. We're going t o s k i p t h a t and s t a r t behind E x h i b i t 

STEVEN T. BRENNER, CCR 
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1 Tab Number 2 and s t a r t , then, with the PowerPoint at that 

2 point. I f y o u ' l l skip by those fo r me, Mr. Biemer. 

3 Q- (By Mr. Kellahin) Let's describe f o r Mr. 

4 Catanach the current status of the commingling of o i l 

5 production i n the San Juan Basin. 

6 A. Currently Rule 303.C states that we can downhole 

7 commingle o i l and gas for common ownership and f o r diverse 

8 ownership. 

9 The second b u l l e t point there shows tha t we have 

10 preapproved al l o c a t i o n methods f o r surface commingling of a 

11 gas with common ownership. Today here, we're — under that 

12 b u l l e t point, we're here t o seek approval t o surface 

13 commingle the o i l when we have diverse ownerships under 

14 Rule 303.B. We are l i m i t i n g t h i s to the northwest New 

15 Mexico, and... 

16 Q. Can you give us a locator map so you can ori e n t 

17 the wells that are the topic of the f i r s t part of your 

18 presentation? 

19 A. Mr. Examiner, y o u ' l l see i n the blue dots there 

20 t h a t there's two locations. Each of those locations have 

21 four wells on them. They are located i n the 29-7 u n i t . 

22 And on the next s l i d e here, t h i s i s a development 

23 area f o r the f i r s t w e l l , or f i r s t wells, f i r s t l ocation. 

24 They are the San Juan 29-7, the 191 — t h i s i s a PC-

25 Fr u i t l a n d Coal well that currently has a downhole 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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1 commingling order — and the 65A i s a Mesaverde-Dakota w e l l 

2 t h a t has a downhole commingling order. 

3 Q. Why were these — We're lo o k i n g a t — we're going 

4 t o look a t fou r wells? 

5 A. We're loo k i n g a t fou r w e l l s and two l o c a t i o n s . 

6 Q. Why were these selected? 

7 A. These are re p r e s e n t a t i v e w e l l s t h a t — t a l k about 

8 as f a r as the GOR, environmental and s a f e t y issues. 

9 Q. Would they r e s u l t i n a combination of o i l 

10 p r o d u c t i o n from the type of w e l l s f o r which o i l i s commonly 

11 commingled? 

12 A. Yes, s i r , they would. 

13 Q. When we look a t the 191 and the 65A, what 

14 formations do those w e l l s produce from now? 

15 A. Yes, the 191 i s a PC and F r u i t l a n d Coal. There's 

16 o i l p r o d u c t i o n from the PC w e l l , and then there's a 

17 Mesaverde-Dakota w e l l w i t h — have o i l p r o d u c t i o n from the 

18 Mesaverde. Y o u ' l l see four symbols there i n U n i t l e t t e r J 

19 of Section 22, i n the center of t h i s map. Those f o u r 

20 symbols are ov e r l a y i n g each other. That i n d i c a t e s t h a t we 

21 have two w e l l s on a s i n g l e l o c a t i o n . 

22 Q. For the 320-acre spacing u n i t , which way i s the 

2 3 s e c t i o n o r i e n t e d , the spacing u n i t o r i e n t e d i n the section? 

24 A. We have an east-west d e d i c a t i o n on the PC, the 

25 F r u i t l a n d and Mesaverde formations. 

STEVEN T. BRENNER, CCR 
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Q. I s the production i n the 191 — t h a t ' s P i c t u r e d 

C l i f f and F r u i t l a n d ? 

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

Q. I s t h a t production c u r r e n t l y downhole commingled? 

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

Q. And when we look a t the 65A, t h a t ' s the Mesaverde 

and Dakota production? 

A. Yes, s i r . 

Q. I s t h a t production c u r r e n t l y being downhole 

commingled? 

A. Yes, s i r , we received t h a t downhole commingling 

order back i n 1998. 

Q. The other p a i r of w e l l s i n the other spacing 

u n i t , l e t ' s t u r n t o t h a t s l i d e and have you i d e n t i f y and 

describe those. 

A. We have a nine- s e c t i o n map here f o r the 29-7 93 

[ s i c ] and the 55A. The 93 i s a P i c t u r e d C l i f f w e l l and the 

55A i s a s i n g l e Mesaverde w e l l . They are lo c a t e d i n U n i t 

L e t t e r P of Section 36, 29 and 7. 

Q. What's the purpose of showing these two wells? 

A. These are also two w e l l s on a s i n g l e l o c a t i o n , 

but they are not downhole commingled, they are s i n g l e 

w e l l b o r e s . 

Q. Let's t u r n t o the next s l i d e . 

A. Mr. Examiner, what I have here i n the blue i s , 

STEVEN T. BRENNER, CCR 
(505) 989-9317: 
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there's 306 l o c a t i o n s out there t h a t have t w i n w e l l s on 

them. I n the red dots t h e r e , we have 11 l o c a t i o n s which 

have t h r e e w e l l s on the same wellpad. These are 

Burlington-operated w e l l s across the San Juan Basin. 

Q. Let me have you f u r t h e r e x p l a i n what B u r l i n g t o n ' s 

concept i s . W i t h i n the spacing u n i t — l e t ' s take t he east 

h a l f of the f i r s t h a l f - s e c t i o n , back i n Section 22 f o r the 

191 and the 65A, the east h a l f of t h a t s e c t i o n — on t h a t 

pad t h e r e are two w e l l s . 

A. Yes, s i r , and I ' l l show you a p i c t u r e of those 
i 

wellbores — of those w e l l s , next. 

Q. Your o b j e c t i v e i s not t o have surface commingling 

f o r wellbores t h a t are outside of t h i s I GPU? 

A. That's r i g h t . 

Q. So i t would be f o r w e l l s w i t h i n the same gas 

p r o r a t i o n u n i t ? 

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

Q. I n f a c t , they would be w i t h i n the same pad f o r 

those w e l l s c o l l e c t e d ? 

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

Q. To your knowledge, has B u r l i n g t o n received any 

o b j e c t i o n from any of the i n d i v i d u a l s n o t i c e d f o r t h i s 

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

A. No, s i r , we have not. 

Q. When we look a t t h i s i nventory of e x i s t i n g 

STEVEN T. 
(505) 

BRENNER, CCR 
989-9317; 
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l o c a t i o n s where you have two and three w e l l s , i s 

Bu r l i n g t o n ' s i n i t i a l plans one t h a t i n v o l v e going back i n t o 

e x i s t i n g w e l l s as you've i d e n t i f i e d t h i s , or i s i t t o be 

i n i t i a l l y a p p l i e d t o f u t u r e wells? 

A. This i s t o be applied t o f u t u r e w e l l s . 

Q. Give me a general idea of how t h i s happens. 

A. I n the f u t u r e — We're wanting t o , as we d r i l l 

new w e l l s , d r i l l these new w e l l s on the same wellpad. By 

doing t h a t , i f we can commingle, we can reduce the amount 

of surface equipment, which i s an environmental and s a f e t y 

and also complies w i t h the BLM1s best management p r a c t i c e 

i n the RMP. 

Q. Are there cost savings associated w i t h t he 

approval of t h i s p r o j e c t ? 

A. Yes, s i r , there i s . 

Q. For those inventory of e x i s t i n g w e l l s , as the 

o p p o r t u n i t y a r i s e s and funds are a v a i l a b l e , you would go 

back t o those e x i s t i n g f a c i l i t i e s and co n s o l i d a t e t he 

equipment so t h a t there's less of an impact on the surface 

and there's an economic savings r e a l i z e d ? 

A. Yes, s i r , as we go forward arid we have t o go back 

onto an e x i s t i n g w e l l , whether i t ' s a p a r t of these 306 

w e l l s , and we have t o go back and do some workover, a t t h a t 

p o i n t i n time we could consolidate t h a t surface equipment. 

Q. Mr. Biemer, l e t ' s t u r n t o the next s l i d e and 

STEVEN T. BRENNER, CCR 
(505) 989-9317! 
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i d e n t i f y f o r Mr. Catanach what a t y p i c a l f a c i l i t y would 

look l i k e under the current procedures th a t you're using 

fo r these wells. 

A. Mr. Examiner, y o u ' l l see here — on the upper 

r i g h t y o u ' l l see two wellbores. The one to the very 

northeast i s our PC-Fruitland Coal w e l l . The second one i s 

our Mesaverde-Dakota. What we have currently i s two tanks 

here and we have one water p i t . Now, normally w e ' l l have 

two water p i t s on a location l i k e t h i s . You'll see two 

separators to your l e f t i n the southwest corner, and then 

two meters. 

What the purpose of t h i s , as we add and go 

forward, as we have more and more wells on the same wellpad 

i s , i t would get very f u l l , and what we would l i k e t o do i s 

reduce those number of surface tanks and p i t s , separators, 

i n the future. 

Q. I f Mr. Catanach approves t h i s , then of the two 

tanks we see on a t y p i c a l pad, you would then be able to 

remove one tank? 

A. Yes, s i r , i f we were going forward and we were 

d r i l l i n g a t h i r d well on t h i s location, we could remove 

that tank and j u s t have one tank with that surface o i l 

commingling, and a l l the f l u i d would be going i n t o one 

tank. And we'll be discussing l a t e r about safety and 

environmental issues as a part of that. 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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Q. What happens t o the f a c t t h a t you have two 

separators on t h i s s l i d e ? 

A. Well, i f we could get surface gas commingling, we 

could a l l have i t go i n t o one separator and then one meter, 

and 1*11 show you a p i c t u r e of what t h a t w e l l s i t e would 

look l i k e i n the f u t u r e . 

Q. When we look a t the type of w e l l i n terms of 

p r o d u c t i v i t y of o i l t h a t you're seeking approval f o r 

surface commingling, do you have a cap or a top o i l i n 

terms of b a r r e l s of o i l ? 

A. Yes, s i r , the — as long as the w e l l doesn't make 

more than 10 b a r r e l s an average on a y e a r l y b a s i s , which i s 

the vast m a j o r i t y of what we operate, less than 10 b a r r e l s 

a day on a — 

Q. So i f we had two w e l l s on the spacing u n i t w i t h i n 

t h i s pad, each would produce less than 10 b a r r e l s a day or 

less? 

A. Yes, s i r , t h a t i s c o r r e c t . 

Q. And then you would take t h a t on an average annual 

basis t o determine? 

A. (Nods) 

Q. Let's t u r n t o the next s l i d e , Mr. Biemer. 

A. Mr. Examiner, what we're showing here i s our 

second w e l l t h a t i s the 193 — t h a t i s a P i c t u r e d C l i f f 

w e l l — and the 55A. You can see the meter houses i n the 

STEVEN T. BRENNER, CCR 
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northwest corner. We have two tanks i n the foreground, and 

then there's two wellheads j u s t east and west of the large 

tank. We have two separators on the east side of t h i s 

p i c t u r e . 

Again what we're t r y i n g t o show here i s th a t we 

have a l o t of surface equipment. By obtaining t h i s surface 

commingling we can reduce the amount of surface equipment. 

Q. Let's turn t o a schematic so that the Examiner 

can see from an a e r i a l point of view what a pad would look 

l i k e . F i r s t describe what kind of pad we're looking at 

here. 

A. This i s our standard pad that we b u i l d on. What 

I'm showing here i s the compressors, water tanks, o i l 

tanks, separators that are on our p o t e n t i a l location. You 

can see i t gets quite crowded as we stay on these 

locations. We have also i n that l i g h t green area — that's 

the area we could possibly re-seed. A very minimum area we 

can re-seed, due to a l l the surface equipment that's on 

location. 

You also see with a l l the equipment on location 

there i s a safety issue, and our f o o t p r i n t w i l l get larger 

as we have several of these wells on one location. 

Q. Is t h i s display to scale? 

A. Yes, s i r , t h i s i s to scale. 

Q. Within the pad you've got t h i s dark outlined 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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r e c t a n g l e . That dimension stays the same under the c u r r e n t 

Rules, regardless of what Mr. Catanach may do? 

A. That i s c o r r e c t , t h a t ' s the area t h a t we have our 

p i t s , and t h a t w i l l take f o u r t o f i v e years f o r those p i t s 

t o evaporate the moisture t h a t ' s trapped i n them. 

Q. When we look a t the area t h a t ' s s t i p p l e d w i t h the 

green dots or the coding, what does t h a t area s i g n i f y ? 

A. That i s our re-seeded area a f t e r we've moved o f f 

of a l o c a t i o n . 

Q. I f you're allowed the surface commingling, what 

do you do w i t h t h a t area? Does i t continue t o be r e -

seeded, or are you allowed t o d i s t u r b t h a t area? 

A. We're allowed t o d i s t u r b t h a t area as we have 

d i f f e r e n t operations. 

Q. I f you're allowed t o surface commingle, then, you 

can lessen the impact on the area t h a t ' s disturbed? 

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

Q. Do you have a v i s u a l r e p r e s e n t a t i o n of the 

di f f e r e n c e ? 

A. Yes, I do, your next s l i d e . ,We show i f we're 

able t o surface commingle the gas and o i l t h a t you have one 

set of f a c i l i t i e s there on the east side of t h a t l o c a t i o n . 

You a l s o n o t i c e t h a t there's a much l a r g e r area t h a t ' s been 

re-seeded, t h a t — we also improve some s a f e t y issues 

t h e r e , there's less equipment on t h a t w e ' l l t a l k about 

STEVEN T. BRENNER, CCR 
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l a t e r , and then some environmental issues t h a t w e ' l l t a l k 

about l a t e r . 

Q. So the approval of surface commingling would 

a l l o w you t o go from m u l t i p l e f a c i l i t i e s down t o a s i n g l e 

f a c i l i t y — 

A. Yes — 

Q. — the tank and — the o i l tank and the water 

tank? 

A. Yes, s i r , t h a t i s c o r r e c t . 

Q. When we look a t — There's an area f o r the 

reserve p i t s ? 

A. Again, t h i s i s the same as —• area t h a t ' s not 

usable f o r f o u r or f i v e years. 

Q. Under e i t h e r procedure, c u r r e n t procedure or what 

Mr. Catanach would approve, the reserve p i t area i s not 

av a i l a b l e ? 

A. Yes, s i r , t h a t i s c o r r e c t . 

Q. Let's t u r n t o the next s l i d e , Mr. Biemer. 

A. Mr. Examiner, what we're showing here i s what a 

l o c a t i o n would look l i k e w i t h j u s t a s i n g l e set of 

f a c i l i t i e s . I t ' s much cleaner, much sa f e r , there's a 

l a r g e r area t h a t can be re-seeded. 

Q. Let's s h i f t gears, Mr. Biemer. Let's t a l k about 

your proposed — or Burlington's proposed new a l l o c a t i o n 

method. Have you and others w i t h i n your company concluded 
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t h a t t h i s p l a n , i f approved, w i l l be accurate and r e l i a b l e ? 

A. Yes, s i r , we have. 

Q. When we look a t the o i l production i n the San 

Juan Basin, are t h e r e formations t h a t you would associate 

t h a t p r o d u c t i o n with? 

A. Yes, s i r . 

Q. Which ones might they be? 

A. The Mesaverde produces the most amount of o i l . 

There i s some Gallup production and some PC pro d u c t i o n . 

Q. When we look a t the range or the l e v e l of c u r r e n t 

o i l p r o d u c t i o n out of those formations i n the San Juan 

Basin, what i s B u r l i n g t o n ' s experience as t o the range or 

the l e v e l of t h a t p r o d u c t i v i t y ? 

A. Normally one b a r r e l a day i s a f a i r l y common 

value of l i q u i d s being produced. But i t could range from a 

qu a r t e r of a b a r r e l up t o two or three b a r r e l s a day. 

Q. So i f we peg the c e i l i n g i n terms of 10 b a r r e l s a 

day per w e l l , then t h a t would be a s u f f i c i e n t cushion t o 

al l o w you t o e f f e c t i v e l y reduce the cost and minimize the 

use of the surface? 

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

Q. Well, l e t ' s t u r n s p e c i f i c a l l y , then, t o the 

a l l o c a t i o n method. You have a s l i d e t h e r e . S t a r t w i t h the 

f i r s t b u l l e t p o i n t and describe f o r us what you're 

recommending. 
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A. What we're recommending i s , the a l l o c a t i o n should 

be determined 3 0 days a f t e r s t a b i l i z e d p r o d u c t i o n i s 

es t a b l i s h e d , t h a t — what we have i s — one of two methods 

w i l l be used, whether we have two new wellbores on a s i n g l e 

pad or we have an e x i s t i n g w e l l w i t h a new we l l b o r e , a new 

t w i n . I f we have two new w e l l s , w e ' l l have t o do an 

a l l o c a t i o n based on a s i n g l e 24-hour d i r e c t measurement of 

the l i q u i d s . What we would do i s simply shut one w e l l i n , 

produce the other, shut t h a t w e l l back i n and produce the 

f i r s t . 

Most l o c a t i o n s there w i l l be 20. What we have 

t h e r e i s a h i s t o r y of what t h a t e s t a b l i s h e d p r o d u c t i o n i s . 

We simply take — use a s u b t r a c t i o n method. We know — we 

have one known, we have the new t o t a l , and we s u b t r a c t the 

d i f f e r e n c e , and t h a t would be t o the new we l l b o r e . 

Q. Let me give you an example, Mr. Biemer. I f we 

have a pad w i t h an e x i s t i n g w e l l on i t and you want t o add 

a second or a t h i r d w e l l , the plan i s t o produce the new 

w e l l f o r a pe r i o d of time u n t i l t h a t p r o d u c t i o n i s 

s t a b i l i z e d ? 

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

Q. I s the r e a general time frame i n which you 

be l i e v e t h a t you would o b t a i n s t a b i l i z e d p r o d u c t i o n from 

the new well? 

A. Yes, s i r , u s u a l l y about 90 days we've seen t h a t 
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f l u s h production and we have some type of e s t a b l i s h e d , 

s t a b i l i z e d production. 

Q. So the i n d i c a t o r you're l o o k i n g t o d e f i n e 

s t a b i l i t y i s when t h a t production continues t o maintain the 

same l e v e l over a per i o d of time? 

A. Yes, s i r . 

Q. Once t h a t ' s happened, then, you're going t o 

w i t h i n 30 days make the a l l o c a t i o n ? 

A. Right, dur i n g t h a t 30-day time p e r i o d j u s t gives 

us some time t o schedule t h a t t e s t i n g . 

Q. On a new w e l l , then, describe f o r us the t e s t f o r 

t h a t p roduction. You say you've achieved s t a b i l i z e d 

p r o d u c t i o n on the new w e l l , and now you're going t o 

a l l o c a t e based upon a s i n g l e 24-hour d i r e c t measurement. 

Describe what t h a t means t o me. 

A. What t h a t means i s , we're going t o a c t u a l l y go 

out t h e r e and t e s t and see how i t w i l l take a l e v e l , a 

s t r a p of t h a t o i l , w e ' l l shut the other w e l l i n , the 

e x i s t i n g w e l l , produce the new w e l l , take a second s t r a p 

and get an a l l o c a t i o n — and get a volume f o r t h a t l i q u i d . 

Q. Once you've established t h a t a l l o c a t i o n 

percentage, what then happens? 

A. Then w e ' l l be able t o add those two together and 

then come up w i t h a p r o p o r t i o n a t e share of l i q u i d s between 

the two wellbores. 
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Q. Would you apply t h a t apportionment back t o the 

date of f i r s t production of the well? 

A. Yes, s i r , we would go back and a l l o c a t e back t o 

the f i r s t d e l i v e r y of t h a t new w e l l . 

Q. Have you s a t i s f i e d y o u r s e l f , Mr. Biemer, t h a t 

t h a t ' s a f a i r and reasonable and accurate method t o 

a l l o c a t e the production back t o the owners of t h a t 

production? 

A. Yes, s i r , I have. 

Q. We have t a l k e d about the next b u l l e t p o i n t , the 

commingling f o r w e l l s t h a t average 10 b a r r e l s a day or 

le s s . 

At the time t h i s A p p l i c a t i o n was f i l e d — and I 

t h i n k the A p p l i c a t i o n under paragraph 7 t a l k s about a r e -

t e s t i n g i n f i v e years — 

A. Yes, i t d i d . 

Q. Since f i l i n g the A p p l i c a t i o n ; has B u r l i n g t o n 

developed new data concerning whether t h a t would be 

necessary? 

A. Yes, s i r , we have. We've since f i n i s h e d our 

study of the GORs and what we've seen t h a t i s , t he GORs are 

very s t a b l e , there's not a l o t of f l u c t u a t i o n . And i n 

order — based on t h a t and t h a t would be i n c o n s i s t e n t w i t h 

the c u r r e n t downhole commingling, we d i d n ' t see t h a t i t was 

necessary. Also, the value of the l i q u i d s i s not — i s 
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minimal, compared. 

Q. At the time the A p p l i c a t i o n was f i l e d , then, the 

concept of a t e s t every f i v e years was p r e d i c a t e d on the 

assumption t h a t there might be a range of g a s - o i l r a t i o s 

t h a t would r e q u i r e you t o r e - t e s t and check your 

a l l o c a t i o n ? 

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

Q. Since then, have you compiled and done a d d i t i o n a l 

t e s t i n g t o s a t i s f y y o u r s e l f about the g a s - o i l r a t i o s ? 

A. Yes, we have. 

Q. What's the general range of g a s - o i l r a t i o s ? 

A. Usually they're a t .002, .001. 

Q. I don't know t h a t you have a PowerPoint s l i d e on 

t h a t , but i f you — 

A. I have t h a t i n the book. 

Q. — t u r n the next page and l e t ' s look a t the s l i d e 

i n t he book. 

A. The t h i r d one down y o u ' l l see i s the San Juan 

29-7 65A, the Mesaverde and Dakota. These two w e l l s are 

p a r t of our A p p l i c a t i o n . I f you look a t the 29-7 65A, 

which i s the l a s t one, you can see from 1999 t o 2 003 t h a t 

the GOR has been f a i r l y c o n s i s t e n t , .0039, .0037, .0040, 

.0038. This leads us — and we've seen t h i s i n many other 

w e l l s , t h a t t h a t g a s - o i l r a t i o has been very steady and 

constant. So i f we were able t o — w i t h t h a t , and w i t h 
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other w e l l s being constant, t h a t the r a t i o between them 

would always be f a i r l y steady. 

Q. There's a second page t o t h i s . 

A. Yes, t h a t one i s the 191. I t ' s a PC w e l l , we 

have some o i l production. This w e l l was j u s t f i r s t 

d e l i v e r e d a t the beginning of t h i s year, and again you can 

see t h a t your volume of l i q u i d s i n the b a r r e l s of o i l per 

day, and your GOR, i s very c o n s i s t e n t a f t e r s t a b i l i z e d 

p r o d u c t i o n . 

Q. You made a comment j u s t a w h i l e ago about the 

f a c t t h a t i f Mr. Catanach approves the surface commingling, 

the value of t h a t product i s not diminished. 

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

Q. What's the basis f o r t h a t conclusion? 

A. The value t h a t we get from John, who i s our — 

who p i c k s up a l l of our l i q u i d s , we have one value. They 

see t h a t the g r a v i t y i s f a i r l y c o n s i s t e n t across the Basin, 

t h a t there's a minimal change, t h a t as they p i c k up t h a t 

l i q u i d s i t i s a c t u a l l y commingled i n t h e i r tanks i f they 

don't have a f u l l load. And w e ' l l t a l k about — a l i t t l e 

b i t more about t h a t here i n a minute. 

Q. So the value t h a t you receive from the purchaser 

i s pegged t o a API g r a v i t y value? 

A. Right. 

Q. And the range t h a t they f i n d acceptable f o r t h a t 
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value i s f a r i n excess of the a c t u a l r e a l range of the 

g r a v i t y of those l i q u i d s ? 

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

Q. So you don't f i n d any basis upon which t o b e l i e v e 

t h a t t he value of the product when commingled w i l l be less 

than the value i f i t ' s kept separate? 

A. Right, t h a t i s c o r r e c t . 

Q. Let's t a l k about another p o i n t . I t ' s i n the hard 

copies and not on the board here, i n the PowerPoint. Let's 

t a l k about your recommendation t o Mr. Catanach about how t o 

communicate these requests t o the D i v i s i o n . What form 

would be used by B u r l i n g t o n and other operators t o f i l e 

t h i s request t o surface commingle o i l p r o d u c t i o n when you 

have d i v e r s e ownership? 

A. We would use the C-103, Mr. Examiner. Down th e r e 

underneath "Other" we simply e x p l a i n what we're t r y i n g t o 

do on t h i s w e l l . 

Q. And t h a t appears t o be c o n s i s t e n t w i t h t he 

d r a f t i n g of the c u r r e n t D i v i s i o n Rule 303.B, when i t c i t e s 

the form — 

A. That i s — 

Q. — they c i t e t o t h a t form? 

A. They c i t e t o t h a t form. 

Q. So there's no need f o r Mr. Catanach t o develop 

and have approved an a l t e r a t i o n t o an e x i s t i n g form or t o 
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create a new form? 

A. No, we're following what was consistent i n t h e i r 

current Rules. 

Q. Let's go to one of the topics you mention i n your 

opening. You said that Burlington had evaluated the 

p o t e n t i a l environmental advantages of having the Division 

approve t h i s process. Describe f o r us what you were 

t a l k i n g about. 

A. What we're t a l k i n g about here i s , w i t h fewer 

equipment we have lower emissions that i s on fewer tanks 

from the heat, from the noxides, from the carbon monoxides, 

with the fewer tank heaters, separators. That's what we're 

t a l k i n g about. 

Also we have a reduced r i s k f o r o i l and water 

s p i l l s with fewer pieces of equipment out there. There's a 

reduced v i s u a l impact with the excessive equipment, reduced 

noise. That we're complying with the RMP f o r the 

Farmington Division BLM and the nationwide BMP, which i s 

our best management practices. RCRA required the RMP f o r 

40 percent of — 46 percent of future locations t o be on 

twin locations. The RMP was adopted l a s t year. 

Also with the less equipment you have a smaller 

f o o t p r i n t . This decreases the amount of p o t e n t i a l f o r 

erosion, and as you can see back on Exhibit 4, page 4, 

where we talked about t h i s single set of f a c i l i t i e s on a — 
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one l o c a t i o n . 

Q. When you look a t these p o t e n t i a l admissions, i n 

the San Juan Basin f o r the o i l production, i s t h e r e any 

type of H2S problem? 

A. There's only one spot up the r e on Barker Dome, 

but 99 percent of the — probably l a r g e r than t h a t , does 

not have H2S. 

Q. Have you met w i t h personnel w i t h the Bureau of 

Land Management and reviewed t h i s p r e s e n t a t i o n and your 

proposed plan? 

A. Yes, s i r , we met w i t h the BLM and the NMOCD and 

went through t h i s and got t h e i r comments back on J u l y the 

29th, and they were i n f u l l agreement w i t h what we're 

t r y i n g t o do, accomplish both statewide and f e d e r a l . 

Q. Let's t u r n t o the next issue. You've t a b u l a t e d 

some of the s a f e t y p o i n t s t h a t you want t o discuss 

concerning t h i s A p p l i c a t i o n . 

A. Right, the s a f e t y issue, as we reduce the amount 

of surface equipment on th e r e , reduce the amount of v e h i c l e 

l o c a t i o n on th e r e , i t reduces the need f o r the backing up 

on l o c a t i o n , and less equipment, less problem f o r t he 

general p u b l i c . There's fewer i g n i t i o n sources such as 

ve h i c l e s or surface equipment. Less equipment, safer 

l o c a t i o n . 

Q. Let's go back and s p e c i f i c a l l y t a l k about the 
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d e t a i l s f o r the value of the commingled l i q u i d s . 

A. Right, there's no m a t e r i a l r e d u c t i o n i n the value 

of the surface commingled o i l t o the owners. We're g e t t i n g 

t h a t same p r i c e . H i s t o r i c a l l y , the i n d u s t r y has allowed us 

a downhole commingling of the o i l w i t h no adverse impact t o 

the owners. There are o i l ranges from a g r a v i t y of 55 t o 

45 t h e r e i n the San Juan Basin. And as I mentioned 

e a r l i e r , as the o i l i s picked up — by Giant i n our case — 

t h a t o i l between l o c a t i o n s i s already commingled or set i n 

one tank. And the only reason t h a t wouldn't happen i s i f a 

tank — i f a t r u c k was — came out t o one l o c a t i o n and was 

f i l l e d a t t h a t l o c a t i o n . 

Q. So when we look a t those wellbores i n which the 

prod u c t i o n from t h a t formation i s downhole commingled, t h a t 

i s c u r r e n t l y allowed even under diverse ownership, where 

you're not simply l i m i t e d t o d i r e c t metering? 

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

Q. So i f Mr. Catanach approves the surface 

commingling of the o i l production, i t w i l l be c o n s i s t e n t 

w i t h t he methods a v a i l a b l e f o r you t o commingle t h a t 

p r o d u c t i o n t h a t ' s a v a i l a b l e downhole? 

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

Q. Let's t a l k about the p o t e n t i a l economic savings 

t o B u r l i n g t o n i f the Examiner approves t h i s method of 

a l l o c a t i o n ? 
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A. The savings we'd have i s less equipment. As we 

reduce the amount of water, o i l tanks and the l a b o r and 

m a t e r i a l s t o i n s t a l l those, i t ' s roughly $16,000 t o us. 

We also reduce the cost t o operate. Less f u e l 

gas, less man hours and less maintenance. 

This savings t h a t we i n c u r , also we t r a n s l a t e 

i n t o p o t e n t i a l development f o r a d d i t i o n a l p r o j e c t s . We 

take t h a t money and r e - i n v e s t i t . 

But t h e r e i s also a d i r e c t b e n e f i t t o the State 

and t o the i n t e r e s t owners i n t h a t we're not burning t h a t 

f u e l gas on l o c a t i o n , but t h a t gas i s now being — able t o 

be s o l d and people get revenue o f f of t h a t . 

And i n the next f i v e years we p r e d i c t there's 

approximately 250 more l o c a t i o n s t h a t w e ' l l be able t o do 

t h i s t o , going forward. 

Q. I f Mr. Catanach w i l l approve t h i s p l an t h a t 

B u r l i n g t o n has a p p l i e d f o r , do you have an o p i n i o n as 

whether approval would prolong the l i f e of these w e l l s and 

a l l o w you t o recover o i l t h a t might not otherwise be 

recovered? 

A. Yes. 

Q. I f you're reducing the costs associated w i t h t h a t 

p r o d u c t i o n — 

A. Right. 

Q. — you can then prolong the l i f e of those w e l l s , 
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can you not? 

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

Q. And t h a t would be t o the b e n e f i t not only t o the 

i n t e r e s t owners, but i t would u l t i m a t e l y r e s u l t i n the 

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

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

Q. Summarize your conclusions f o r us, Mr. Biemer. 

A. What we're t r y i n g t o accomplish here i s w i t h 

environmental, s a f e t y and economic. We're also going t o be 

— t r y t o be co n s i s t e n t w i t h what's c u r r e n t l y going on 

downhole where we're able t o commingle the o i l w i t h v a r ious 

owners, and we're using t h a t same a l l o c a t i o n method or 

methods t o do t h a t same process t h a t we c u r r e n t l y are 

allowed t o do downhole, t o do i t a t the surface. 

Q. Behind Tab 6 are the next s l i d e s on the screen. 

You've summarized your meetings w i t h the BLM and the OCD? 

A. Yes, s i r . 

Q. And behind t h a t , then, you have some a d d i t i o n a l 

s l i d e s f o r Mr. Catanach's i n f o r m a t i o n about your 

understanding of these BLM procedures w i t h regards t o the 

surface management? 

A. I f you look on the second page of our — and we 

have i t t h e r e i n blue, what the BLM i s asking i s t h a t we 

reduce the sizes of the l o c a t i o n s , t h a t we re-seed more 

area, we have a smaller f o o t p r i n t , we reduce the amount of 
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equipment which i s also — i t ' s a v i s u a l impact. 

Everything t h a t we're asking here i s also what the BLM i s 

— under t h e i r best management p r a c t i c e s , i s asking us t o 

do. So we're i n a l i n e w i t h what i s being asked by the 

f e d e r a l government. 

MR. KELLAHIN: Mr. Catanach, t h a t concludes our 

pr e s e n t a t i o n of Mr. Biemer's testimony, and we would move 

the i n t r o d u c t i o n of Burlington's E x h i b i t s 1 through 6. 

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

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

admitted. 

Mr. Hall? 

MR. HALL: I have no questions, Mr. Examiner. 

EXAMINER CATANACH: Okay, I j u s t want t o make 

sure I understand the nature of t h i s A p p l i c a t i o n . Mr. 

K e l l a h i n , w i t h t h i s s p e c i f i c A p p l i c a t i o n , we're t a l k i n g 

about approving these two sets of w e l l s — 

MR. KELLAHIN: Yes, s i r . 

EXAMINER CATANACH: — i n i t i a l l y , but i n a d d i t i o n 

we are e s t a b l i s h i n g a procedure where we can do t h i s 

a d m i n i s t r a t i v e l y ? 

MR. KELLAHIN: I wanted you t o recognize t h a t by 

t h i s approval, then, i t ' s our plan t o c i t e t h i s R order f o r 

other w e l l s f o r which w e ' l l apply f o r downhole — I mean 

surface commingling approval. And we're going t o use the 
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C-103, and when i t goes t o Aztec f o r approval we want t o be 

able t o c i t e t h i s R order t o t e l l Mr. Chavez and others 

t h a t i t ' s okay. 

EXAMINER CATANACH: So you're e s s e n t i a l l y asking 

f o r an exception t o the Rule. The Rule, as I r e c a l l , i f 

you have diverse ownership and you want t o do t h i s type of 

a l l o c a t i o n , you would n e c e s s a r i l y r e q u i r e a hearing? 

MR. KELLAHIN: Yes, s i r , and you could not do i t 

except by metering. 

EXAMINER CATANACH: Right. 

MR. KELLAHIN: So w i t h i n Rule 303.B.(4) we're 

asking you f o r approval of surface commingled p r o d u c t i o n on 

a preapproved a l l o c a t i o n and measuring method. So w i t h i n 

the context of t h a t Rule, we're asking t h a t t h i s p a r t i c u l a r 

procedure be approved so t h a t we can use i t again. 

EXAMINER CATANACH: Okay, and t h i s would apply t o 

B u r l i n g t o n and i t would be Basinwide? 

MR. KELLAHIN: I t would be any operator t h a t 

wanted t o c i t e t h i s R order. 

EXAMINER CATANACH: Any operator? 

MR. KELLAHIN: Sure. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Okay, as I understand i t , t h i s would only apply 

t o o i l production a t t h i s time, r i g h t ? 
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A. Yes, s i r . 

Q. And as I f u r t h e r understand, i t would only apply 

t o w e l l s t h a t produce less than 10 b a r r e l s a day? 

A. Yes, s i r , t h a t i s c o r r e c t . 

Q. And a f u r t h e r s t i p u l a t i o n would be t h a t t h i s 

would only apply t o w e l l s d r i l l e d on the same pad? 

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

Q. Okay. Mr. Biemer, c u r r e n t l y i s the o i l from 

these w e l l s being metered, or i s i t j u s t being gauged a t 

the tanks? 

A. I t ' s being gauged a t the tanks. 

Q. So there's no meters c u r r e n t l y ? 

A. No, i t ' s being gauged i n the tanks. As the o i l 

i s produced from separate w e l l s i t goes i n t o separate tanks 

and i s metered i n t h a t method by being gauged. 

Q. Okay. And you've es t a b l i s h e d t h a t the o i l i s 

compatible from these formations and t h a t the range of 

g r a v i t y i s s i m i l a r and t h a t you're not going t o get any 

p r i c e reduction? 

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

Q. You mentioned t h a t your o i l i s purchased — or 

picked up by — 

A. — Giant. 

Q. — Giant? 

A. Yes, s i r . 
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Q. Okay. And t h a t ' s Basinwide? 

A. That i s who we have a c o n t r a c t w i t h , B u r l i n g t o n , 

and they are our only contact. 

Q. I s t h a t g e n e r a l l y t r u e f o r other operators? 

A. I couldn't speak t o i t . 

Q. So you don't know how i t ' s going t o a f f e c t — you 

may not know how i t ' s going t o a f f e c t other operators i n 

terms of price? 

A. No, not f o r sure, no. 

Q. Are there other o i l purchasers i n the Basin? 

A. I don't even — a l l I ever — we've ever d e a l t 

w i t h i s Giant. 

Q. Okay. I'm not f a m i l i a r w i t h the RMP. I t stands 

f o r what? 

A. The resource management plan. 

Q. And t h a t i s a BLM document? 

A. Yes, s i r . 

Q. And according t o your testimony, they've asked 

t h a t 46 percent of f u t u r e w e l l s be located on the same pad? 

A. Right, and t h a t i s Basinwide, t h a t they have 

asked t h a t a l l operators make the e f f o r t t o reduce the 

f o o t p r i n t s out there and t o put second and t h i r d w e l l s on a 

s i n g l e w e l l pad. That 46 percent i s Basinwide. 

Q. I s t h a t a c t u a l l y a requirement or i s t h a t a 

g u i d e l i n e , or what i s that ? 
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A. I s t h a t — 

MR. KELLAHIN: Well, i f you don't know, you don't 

know. 

THE WITNESS: I don't know i f i t ' s a requirement 

or i f i t ' s a — 

Q. (By Examiner Catanach) Okay, and as I understand 

the method of a l l o c a t i o n f o r new w e l l s , t e s t them f o r — 

you t e s t them u n t i l you get a s t a b i l i z e d r a t e , then you go 

30 days past t h a t — 

A. Well, no, during t h a t 30-day p e r i o d i s when we 

schedule t h a t t e s t i n g . I t could happen the f i r s t day or 

the 29th day. 

Q. A f t e r you e s t a b l i s h s t a b i l i z e d production? 

A. Yes, s i r . 

Q. And t h a t ' s f o r new wells? 

A. That's when you have two new w e l l s — t h a t ' s f o r 

any new w e l l , t h a t ' s c o r r e c t . You have t o get a s t a b i l i z e d 

p r o d u c t i o n before we t r y t o determine an a l l o c a t i o n . 

Q. Okay, say you have a new w e l l and an e x i s t i n g 

w e l l . For the e x i s t i n g w e l l would you use pr o d u c t i o n — 

A. Yes, t h a t — 

Q. — h i s t o r y from t h a t well? 

A. — t h a t i s c o r r e c t . We have a long h i s t o r y , and 

w e ' l l simply do a s u b t r a c t i o n method. We have one known, 

we now have a t o t a l , and w e ' l l be able t o s u b t r a c t the one 
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from the other t o get t h a t f o r the new w e l l . 

Q. I'm s o r r y , you s u b t r a c t which one from the other? 

Which do you use? Do you use the production h i s t o r y as the 

known or — 

A. Yeah, as the known, r i g h t . The p r o d u c t i o n 

h i s t o r y i s known, you have years of h i s t o r y on t h a t one. 

Q. So you wouldn't even t e s t the new w e l l i n t h a t 

case? 

A. Well, we'd have t o w a i t t i l l we have some 

s t a b i l i z e d production on t h a t w e l l t o determine t h a t 

a l l o c a t i o n . 

Q. You would t e s t t h a t well? 

MR. KELLAHIN: Say i t again, I t h i n k you 

misspoke. The e x i s t i n g w e l l would not be t e s t e d . 

Q. (By Examiner Catanach) No, the new w e l l . The 

new w e l l would be t e s t e d , r i g h t ? Even i f you have 

pr o d u c t i o n h i s t o r y on an e x i s t i n g w e l l , which then would 

al l o w you t o use the s u b t r a c t i o n method, you could use a — 

you could f o r e c a s t production from the e x i s t i n g w e l l based 

on h i s t o r i c data — 

A. Right. 

Q. — and then you could j u s t use the t o t a l t o 

s u b t r a c t t h a t and do — I'm j u s t t r y i n g t o get a t what 

procedure you're going t o use, i s what I'm asking you. But 

you would t e s t the new well? 
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A. You would produce the new w e l l , you'd get 

s t a b i l i z e d production, and once you have s t a b i l i z e d 

p r o d u c t i o n , then you have — yeah, you could t e s t t h a t new 

w e l l f o r 24 hours. 

Q. You would then take the t o t a l and s u b t r a c t the 

known, which would be the new-well production? 

A. Well, the known would be the e x i s t i n g w e l l . 

Q. See, I'm g e t t i n g — 

MR. KELLAHIN: Does t h i s help you? I f the parent 

— the o r i g i n a l w e l l has a h i s t o r y , i t ' s going t o be shut 

i n , and the new w e l l then i s t e s t e d . 

EXAMINER CATANACH: Uh-huh. 

MR. KELLAHIN: And when we get the new w e l l s 

l e v e l , then by s u b t r a c t i o n y o u ' l l take t h a t p r o d u c t i o n and 

de l e t e i t from the o r i g i n a l w e l l and get your a l l o c a t i o n . 

EXAMINER CATANACH: So you're not going t o — I 

mean, the s u b t r a c t i o n method w i l l be used a f t e r you — I 

mean, a f t e r you've established what the pr o d u c t i o n r a t e i s 

from the new w e l l — 

MR. KELLAHIN: Right, then you do the 

s u b t r a c t i o n . 

EXAMINER CATANACH: — you say t h i s i s what t h i s 

w e l l i s going t o produce, so any t o t a l p r o d u c t i o n i s going 

t o be subtracted from that? 

MR. KELLAHIN: Right, so then you can a l l o c a t e 
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between the w e l l s . 

Q. (By Examiner Catanach) Okay, you've e s t a b l i s h e d 

t h a t you're now going t o use a Form C-103 t o apply f o r 

these exceptions. How would t h a t work on f e d e r a l land, i n 

your p l a n of operation? Would you apply t o both the OCD 

and the BLM — 

A. Yes, s i r . 

Q. — on t h e i r r e spective sundry notices? 

A. Right. 

Q. And I assume you would r e q u i r e t h a t you need 

approval from both agencies t o do t h a t ? 

A. D e f i n i t e l y . 

Q. What we haven't touched on a t a l l , I don't 

b e l i e v e , i s n o t i c e . What are you guys asking f o r i n terms 

of n o t i c e , or not having t o n o t i c e , or — What's the n o t i c e 

issue? I mean, how are we going t o deal w i t h t h a t ? 

A. We'd have t o n o t i f y a l l the owners and r o y a l t y 

owners and working i n t e r e s t owners i n the p r o p e r t y . 

Q. Okay, so a t the time you submit a Form C-103 t o 

us, you're also n o t i f y i n g a l l — when the r e i s d i v e r s e 

ownership between the w e l l s — 

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

Q. — you're going t o n o t i f y a l l i n t e r e s t owners? 

A. Yes. 

Q. I n a s i t u a t i o n such as the San Juan 29-7 U n i t , 
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you're going t o have many, I assume, many, many d i f f e r e n t 

working and r o y a l t y i n t e r e s t owners. You're going t o do 

t h a t each and every time you apply f o r t h a t , i n t h a t u n i t ? 

A. That's how we do i t on downhole. 

EXAMINER CATANACH: I be l i e v e downhole we got 

around t h a t , d i d n ' t we, by e s t a b l i s h i n g a u n i t w i d e 

procedure? Didn't we do t h a t , Mr. Kell a h i n ? 

MR. KELLAHIN: I t h i n k so. 

EXAMINER CATANACH: I'm j u s t t r y i n g t o make sure 

I understand what the procedure i s going t o be or what you 

guys are proposing. At t h i s time you're proposing t h a t 

you're r e q u i r e d t o n o t i f y a l l i n t e r e s t owners? 

MR. KELLAHIN: Let me answer t h a t question a f t e r 

the hearing. I don't want t o misstate what I t h i n k we're 

t r y i n g t o do here, and I need t o go back and look. We are 

t r y i n g t o do what we do f o r downhole commingling now under 

t h a t process, and I need t o go back and look a t t h a t again. 

We d i d put a copy of the 303 Rules i n the e x h i b i t book, but 

I f o r g o t t o check on t h a t p a r t . 

We need a continuance anyway, because our 

p u b l i c a t i o n i n newspaper doesn't have the 20-day n o t i c e 

associated f o r the purpose of today's hearing. So one of 

the t h i n g s we're going t o ask you f o r i s t o continue t h i s 

case u n t i l t he September 2nd docket, I t h i n k i t i s . That 

w i l l a l l o w us t o f i n i s h the D i v i s i o n ' s new n o t i c e procedure 
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where we p u b l i s h the n o t i c e , and during t h a t p e r i o d of time 

l e t me communicate i n w r i t i n g t o you the concept t h a t 

handles the n o t i c e . 

EXAMINER CATANACH: Okay. I don't t h i n k t h i s — 

the way you have i t set up here, I don't t h i n k t h a t i t ' s 

going t o be s u f f i c i e n t t o do what we d i d w i t h the downhole 

commingling s i t u a t i o n . 

MR. KELLAHIN: I t h i n k I agree w i t h you, but I'm 

not sure. 

EXAMINER CATANACH: Okay, l e t ' s take a look a t 

t h a t . 

Q. (By Examiner Catanach) Okay, a t t h i s p o i n t we're 

l o o k i n g a t going from t h i s p o i n t forward and doing t h i s 

b a s i c a l l y on new w e l l s t h a t are going t o be d r i l l e d ? 

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

Q. At some p o i n t , however, you're going t o go back 

and s t a r t l o o k i n g a t e x i s t i n g wells? 

A. I f i t warrants i t . I f we happen t o move onto a 

l o c a t i o n of those 306 w e l l s t h a t have duals and we have t o 

do some type of workover, a t t h a t p o i n t i n time we would 

look a t reducing the amount of surface equipment. 

EXAMINER CATANACH: Okay, I t h i n k t h a t ' s a l l the 

questions I have. But I'm going t o ask you als o , Mr. 

K e l l a h i n , t o maybe draw up a procedure on how you would 

a l l o c a t e i n the event there's more than two w e l l s , t h r e e or 
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f o u r w e l l s or whatever — 

MR. KELLAHIN: Yes, s i r . 

EXAMINER CATANACH: — I j u s t want t o be c l e a r on 

how you guys are going t o a l l o c a t e between the w e l l s and 

which w e l l s you're going t o t e s t and which w e l l s you're 

going t o use e x i s t i n g data, t h i n g s l i k e t h a t . 

MR. KELLAHIN: Yes, s i r . 

EXAMINER CATANACH: I j u s t want t o be c l e a r on 

t h a t . 

MR. KELLAHIN: We'll be happy t o put t h a t i n 

w r i t i n g . 

EXAMINER CATANACH: And you need a continuance 

f o r what reason, again? 

MR. KELLAHIN: The newspaper p u b l i c a t i o n . Under 

the change of Rules, the D i v i s i o n now r e q u i r e s us t o 

p u b l i s h n o t i c e , and we were unable t o serve by c e r t i f i e d 

m a i l a l l the i n t e r e s t owners f o r the produc t i o n i n v o l v e d i n 

these w e l l s . 

EXAMINER CATANACH: Okay. Now, i n terms of t h a t 

n o t i c e , who d i d we n o t i f y f o r 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 ? 

MR. KELLAHIN: We sent n o t i c e t o i n t e r e s t owners 

i n each of the two spacing u n i t s regardless of the 

category. I f they were ov e r r i d e r o y a l t y , working i n t e r e s t 

owner, BLM, whatnot, they a l l were sent the n o t i c e . 

EXAMINER CATANACH: Okay, the i n t e r e s t owners i n 
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each of the spacing u n i t s ? 

MR. KELLAHIN: Or each of the w e l l s . 

EXAMINER CATANACH: I n each of the w e l l s . 

THE WITNESS: Yes. 

EXAMINER CATANACH: Okay. 

MR. KELLAHIN: There's a payout sheet on the 

d i v i s i o n of i n t e r e s t where they get t h e i r payment each week 

and we p u l l those sheets. So i t ' s a l l the owners t h a t are 

c u r r e n t l y r e c e i v i n g production. 

EXAMINER CATANACH: Being t h a t these w e l l s are i n 

a u n i t , though, don't we have more i n t e r e s t owners i n v o l v e d 

than j u s t the i n t e r e s t owners i n t h a t p a r t i c u l a r spacing 

u n i t ? 

THE WITNESS: They're a l l — 

MR. KELLAHIN: I don't t h i n k so. 

EXAMINER CATANACH: I mean, they're — 

THE WITNESS: — w e l l , I thought they were — 

they ' r e a l l p a r t of t h a t u n i t , f e d e r a l u n i t . 

EXAMINER CATANACH: I mean, you've got PA's, 

you've got a l l s o r t s of t h i n g s t h a t make — 

MR. KELLAHIN: My understanding i s , t h i s n o t i c e 

t h a t we use i s i n c l u s i v e of a l l those i n t e r e s t owners. 

EXAMINER CATANACH: Okay. Can we v e r i f y t h a t , 

j u s t t o make sure we've done tha t ? 

Okay. I guess I don't have anything else a t t h i s 
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time. 

Did you have anything, Mr. Hall? 

MR. HALL: (Shakes head) 

EXAMINER CATANACH: Okay, we want t o continue t o 

September 2nd, Mr. Kellahin? 

MR. KELLAHIN: Yes, please. 

EXAMINER CATANACH: Okay, a t t h i s time w e ' l l go 

ahead and continue the Case 13,314 t o the September 2nd 

hearing. 

(Thereupon, these proceedings were concluded a t 

9:07 a.m.) 

* * * 
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