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

8:22 a.m.: 

EXAMINER BROOKS: At t h i s time we w i l l c a l l Case 

13,970, A p p l i c a t i o n of XTO Energy, I n c . , f o r simultaneous 

d e d i c a t i o n and an exception t o the w e l l d e n s i t y 

requirements of the s p e c i a l r u l e s and r e g u l a t i o n s f o r the 

Blanco-Mesaverde Pool. 

C a l l f o r appearances. 

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

the Santa Fe law f i r m of K e l l a h i n and K e l l a h i n , appearing 

on behalf of the Applicant, and I have th r e e witnesses t o 

be sworn. 

EXAMINER BROOKS: Any other appearances? 

Okay, Mr. P a d i l l a had entered an appearance 

p r e v i o u s l y i n t h i s case, but he's not here t h i s morning. 

Witnesses please stand t o be sworn, and i d e n t i f y 

yourselves f o r the record. 

MR. KLUTSCH: John Klutsch, d i v i s i o n g e o l o g i s t . 

MS. FLYNN: Mary Flynn, senior r e s e r v o i r 

engineer. 

MR. SPENCER: Christopher Spencer, senior 

landman. 

EXAMINER BROOKS: Okay. 

(Thereupon, the witnesses were sworn.) 

EXAMINER BROOKS: Okay, you may proceed, Mr. 
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K e l l a h i n . 

MR. KELLAHIN: Mr. Examiner, f o r purposes of the 

record we would ask t h a t you c a l l the next case so t h a t 

they can both be consolidated and heard w i t h the same 

e x h i b i t package. 

EXAMINER BROOKS: Very good, a t t h i s time we w i l l 

c a l l Case Number 13,971, A p p l i c a t i o n of XTO Energy, I n c . , 

f o r simultaneous d e d i c a t i o n and an exception t o the w e l l 

d e n s i t y requirements of the s p e c i a l pool r u l e s and 

r e g u l a t i o n s f o r the Blanco-Mesaverde Pool. 

C a l l f o r appearances. 

MR. KELLAHIN: Same appearances, Mr. Examiner. 

EXAMINER BROOKS: Very good. Cases Numbers 

13,970 and 13,971 w i l l be consolidated f o r purposes of 

hearing. 

MR. KELLAHIN: Mr. Examiner, I have a package of 

documents f o r you. One i s i n a f o l d e r . Those are the 

t e c h n i c a l e x h i b i t s f o r the witnesses. I n a d d i t i o n , I have 

compiled f o r reference and marked as E x h i b i t s 2, 3 and 4 

the p r i o r orders entered by the D i v i s i o n d e a l i n g w i t h the 

approval of each of these two nonstandard p r o r a t i o n u n i t s . 

EXAMINER BROOKS: Okay. 

MR. KELLAHIN: I n both cases we're d e a l i n g w i t h 

Mesaverde and Dakota nonstandard u n i t s t h a t back i n about 

'57 were approved by the Commission as nonstandard u n i t s of 
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oversized acreage. They're approximately 471, and the 

other one i s 409. 

The purpose t o be here today i s , there's enough 

acreage t o d r i l l an a d d i t i o n a l d e n s i t y w e l l f o r those 

spacing u n i t s . And when you do the math, our d e n s i t y per 

w e l l i s approximately 80 acres, which then matches the 

conventional d e n s i t y f o r other spacing u n i t s around us t h a t 

are on the standard 32 0 acres. So t h a t ' s the p r e d i c a t e . 

Mr. Examiner, t o give you a geologic background 

of what the geology looks l i k e i n these spacing u n i t s , I'm 

going t o c a l l our f i r s t witness, Mr. John K l u t s c h . 

JOHN KLUTSCH. 

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

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

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

name and occupation? 

A. John Klutsch, d i v i s i o n g e o l o g i s t f o r XTO Energy. 

Q. And where do you res i d e , s i r ? 

A. Fort Worth, Texas. 

Q. On p r i o r occasions have you t e s t i f i e d before the 

Div i s i o n ? 

A. Not t h i s D i v i s i o n , no, s i r . 

Q. Would you summarize f o r us your education? 

STEVEN T. BRENNER, CCR 
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A. I have two degrees i n g e o l o g i c a l engineering from 

Colorado School of Mines. 

Q. When d i d you graduate? 

A. 1975 and again i n 1989. 

Q. What are your primary r e s p o n s i b i l i t i e s f o r XTO? 

A. E x p l o r a t i o n and development of o i l and gas i n the 

San Juan Basin f o r XTO. 

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

lo o k i n g a t the geology involved w i t h i n the areas associated 

w i t h these two Applications? 

A. Yes. 

Q. As a r e s u l t of t h a t study, have you determined 

t h a t you have s u f f i c i e n t data upon which t o make 

recommendations t o the Examiner? 

A. Yes. 

Q. And a t t h i s p o i n t are you prepared t o make those 

recommendations? 

A. Yes. 

MR. KELLAHIN: We tender Mr. John K l u t s c h as an 

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

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

Q. (By Mr. Ke l l a h i n ) Mr. Klutsch, l e t me ask you t o 

t u r n t o what we've marked c o l l e c t i v e l y as A p p l i c a n t E x h i b i t 

Number 1. A f t e r i d e n t i f y i n g i t as E x h i b i t 1, a l l other 

pages associated w i t h t h a t e x h i b i t r e f e r t o a number, 
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r i g h t ? 

A. Correct. 

Q. Focus f o r us on the t o p i c of i n v e s t i g a t i o n t h a t 

you made as a g e o l o g i s t . 

A. The purpose of my studies was t o look a t the 

Mesaverde formation i n the area, examine every w e l l b o r e l o g 

t h a t I could f i n d , and map both s t r u c t u r a l l y and 

s t r a t i g r a p h i c a l l y the net pay of the most important 

sections w i t h i n the Mesaverde. 

Q. Would you t u r n t o page 2 of E x h i b i t 1 and 

i d e n t i f y the other i n d i v i d u a l s t h a t p a r t i c i p a t e d w i t h you? 

A. Yes, Mary Flynn i s a r e s e r v o i r engineer working 

w i t h me, and Chris Spencer i s the landman. 

Q. Have you reached a conclusion w i t h the assistance 

of the other t e c h n i c a l people on what t o do about 

a d d i t i o n a l l y d r i l l e d w e l l s i n these two spacing u n i t s ? 

A. Yes. 

Q. And what i s your conclusion? 

A. We f e e l t h a t there's adequate area w i t h i n the two 

spacing u n i t s t o allow an a d d i t i o n a l w e l l . 

Q. Using page 2 as a guide, describe f o r us what 

your p r e d i c a t e i s f o r t h i s . 

A. Presently the r u l e s c a l l f o r f o u r w e l l s on a 320-

acre spacing u n i t , or 80 acres per w e l l . The Snyder U n i t 

has 409.25 acres, the Gerk Uni t has 407.56 acres. Based on 

STEVEN T. BRENNER, CCR 
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the 80 acres per w e l l , we have an a d d i t i o n a l acreage t o 

allow a f i f t h w e l l w i t h i n the spacing u n i t . 

Q. Let's help the Examiner l o c a t e the p a r t of the 

San Juan Basin t h a t you're i n v e s t i g a t i n g . I f y o u ' l l t u r n 

t o page 3 — 

A. Yes. 

Q. — use t h a t t o i l l u s t r a t e where you are. 

A. This i s a somewhat r e g i o n a l map of the San Juan 

Basin. I t ' s a s t r u c t u r e map on top of the H u e r f a n i t o 

b e n t o n i t e . I t s contour i n t e r v a l i s 50 f e e t . The beds are 

d i p p i n g or s l o p i n g t o the n o r t h and east. I have a blue 

box i n d i c a t i n g the l o c a t i o n on Bloomfield, New Mexico, and 

our Sections 19 and 30 of Township 29 North, Range 9 West, 

are located approximately seven or e i g h t miles east of 

Bloomfield. 

Q. Do you have a map t h a t shows t h i s on a c l o s e r 

p o i n t of view? 

A. Yes. 

Q. Let's t u r n t o E x h i b i t [ s i c ] 4. I d e n t i f y f o r us 

what we're seeing w i t h t h i s e x h i b i t . 

A. We're looking at a l o c a t i o n map. I n the center 

of i t i s the Sections 19 and 30. They're colored yellow, 

i n d i c a t i n g XTO ownership of the lease. 

The w e l l s are h i g h l i g h t e d w i t h — l e t ' s c a l l them 

donuts. The blue donut i n d i c a t e s i t ' s a Mesaverde 

STEVEN T. BRENNER, CCR 
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producer, a pink i s a Dakota producer, and the red on 

th e r e , t h a t ' s Chacra production. 

Q. Can you separate f o r us the two spacing u n i t s 

we're d e a l i n g w i t h by using t h i s display? 

A. Yes, I can. 

Q. Do t h a t , please. 

A. The black square i n the Section 19, t h a t doesn't 

take i n a l l of 19, and t h a t ' s r e f e r r e d t o as the Snyder 

spacing u n i t . And another black r e c t a n g l e t o the south of 

i t t h a t takes i n p a r t of Section 19 and the n o r t h h a l f of 

30, and t h a t ' s r e f e r r e d t o as the Gerk spacing u n i t . 

Q. Let's t u r n t o E x h i b i t [ s i c ] 5 and have you again 

help us o r i e n t you so the Examiner can see the two spacing 

u n i t s i n v o lved and have you help him i d e n t i f y where the 

e x i s t i n g w e l l s are located. You're l o o k i n g a t a 

topographic map? 

A. Correct. This was t o give the Commissioner an 

idea of what's on the ground, streams, roads, e t cetera. 

The l o c a t i o n s of the w e l l s are again — are h i g h l i g h t e d 

w i t h the w e l l names p o i n t i n g t o them, and the donuts once 

again are — blue i s Mesaverde and pink i s Dakota, and 

there's a couple red p a r t i a l donuts t h a t represent Chacra 

production. 

Q. Let me d i r e c t your a t t e n t i o n t o the no r t h e r n 

spacing u n i t t h a t ' s i d e n t i f i e d as the Snyder spacing u n i t . 

STEVEN T. BRENNER, CCR 
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W i t h i n t h a t area there c u r r e n t l y e x i s t s f o u r Mesaverde 

w e l l s and three Dakota wells? 

A. Correct. 

Q. Under the cu r r e n t approved r u l e s , what i s the 

maximum d e n s i t y i f you had a conventional 32 0-acre spacing 

u n i t ? 

A. I t would be four w e l l s per each fo r m a t i o n . 

Q. So your desire t o have a f i f t h Mesaverde w e l l a t 

t h i s time i s i n excess of the rule? 

A. Correct. 

Q. Show us on t h i s d i s p l a y where you have marked the 

approximate l o c a t i o n of what w i l l be the f i f t h Mesaverde 

w e l l . 

A. I n the lower l e f t - h a n d corner of the Snyder 

spacing u n i t i s an open c i r c l e labeled XTO Snyder Gas U n i t 

B Number IN. That l o c a t i o n would be a f i f t h w e l l f o r t h a t 

spacing u n i t . 

And t o the northeast of the Gerk spacing u n i t 

t h e r e 1 s once again an open c i r c l e l a beled XTO Gerk Gas Com 

B Number 2. That would be the f i f t h w e l l f o r the Gerk 

spacing u n i t . 

Q. So the Gerk spacing u n i t c o n s i s t s — already has 

on i t f o u r Mesaverde wells? 

A. Correct. 

Q. Based upon your geologic review of t h i s area, are 

STEVEN T. BRENNER, CCR 
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the l o c a t i o n s t h a t you have chosen f o r each of these two 

w e l l s appropriate i n terms of t r y i n g t o recover a d d i t i o n a l 

hydrocarbons out of the Mesaverde formation t h a t you would 

not otherwise recover? 

A. Yes. 

Q. Let's i l l u s t r a t e t h a t t o the Examiner. I f y o u ' l l 

t u r n t o page 6, f i r s t of a l l i d e n t i f y f o r the Examiner what 

i t i s t h a t he's looking a t when he looks a t page 6. 

A. Once again, t h i s i s a zoom-in of the area showing 

the l o c a t i o n of a l l w e l l s , and a s t r u c t u r e contour on the 

top of the Menefee formation. The contour i n t e r v a l i s 50 

f e e t , and once again the beds are d i p p i n g t o the northeast. 

Q. When you look a t the area shaded i n y e l l o w i n 

Section 19, there are two b l a c k - o u t l i n e d squares — 

A. Correct. 

Q. — w i t h a dot i n the — w i t h i n those squares? 

A. Yes. 

Q. The northern one i s the Snyder i n f i l l w e l l ? 

A. Correct. 

Q. And the southern one i s the — which w i l l be the 

f i f t h Gerk well? 

A. Correct. 

Q. What's your conclusion about the r e l a t i o n s h i p of 

the p o s i t i o n of those two w e l l s as we look a t the s t r u c t u r e 

map on the Menefee? 

STEVEN T. BRENNER, CCR 
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A. Their r e l a t i o n s h i p t o the other w e l l s i n d i c a t e 

t h a t they're evenly spaced between e x i s t i n g Mesaverde and 

Dakota w e l l s , t h a t we're not crowding one w e l l or the 

other. 

Q. I s there a s t r u c t u r a l consequence i n the Menefee 

t h a t ' s of importance t o you? 

A. Not p a r t i c u l a r l y . This was j u s t t o g i v e t he 

Commission an idea of the o v e r a l l s t r u c t u r a l s t y l e of the 

area. There's nothing more s i g n i f i c a n t about one l o c a t i o n 

or the other, s t r u c t u r a l l y . 

Q. As a g e o l o g i s t , what then i s the major t o o l t h a t 

y o u ' l l use so t h a t you can look a t the subsurface and 

c o r r e l a t e these formations t h a t you t h i n k are productive? 

A. Well, I examined the w e l l logs and looked f o r 

prod u c t i v e sands, or i n some cases coals, and then I do an 

isopach or a summation of pay w i t h i n the zone and map t h a t . 

Q. As p a r t of t h a t process, do you a c t u a l l y 

c o n s t r u c t a cross-section map? 

A. Yes. 

Q. Do you have one t h a t we could look at? 

A. Yes. 

Q. Let's t u r n t o page 7. When we're l o o k i n g a t t h i s 

c r o s s - s e c t i o n , do you have a l o c a t o r map t h a t w i l l g i v e us 

a general idea of where these w e l l s are linked? 

A. Yes, on page 6, the previous one, there's r e a l l y 

STEVEN T. BRENNER, CCR 
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two red l i n e s . One comes from the n o r t h and heads south, 

and t h a t ' s a north-south cross-section. And the other red 

l i n e goes from the west t o the east, and t h a t ' s a west-to-

east cross-section. That goes from w e l l t o w e l l , and those 

i d e n t i f y the w e l l s t h a t are present on the c r o s s - s e c t i o n . 

Q. So when we t u r n t o page 7, then, we're l o o k i n g a t 

the west-to-east cross-section? 

A. Correct. 

Q. What k i n d of data are we l o o k i n g a t here? 

A. We're loo k i n g a t open-hole logs on the wellbores. 

This cross-section i s hung s t r a t i g r a p h i c a l l y , where every 

w e l l i s c o r r e l a t e d t o the top of the Menefee, which i s a 

purple h o r i z o n t a l l i n e . Above i t i s the top of the C l i f f 

House, and the abbreviations f o r the various formations are 

on the side of each of the cross-sections. 

Lower i n the s e c t i o n i s a blue l i n e l a b e l e d Point 

Lookout, and a t the base i s a brown l i n e l a b e l e d Mancos. 

Q. As you c o r r e l a t e these w e l l s , i s t h e r e a marker 

p o i n t t h a t can r e a d i l y i d e n t i f y i n the area on which t o 

hang these cross-sections? 

A. Yes. 

Q. And what i s that? 

A. The Menefee. 

Q. Now when we look a t the cross-sections, what i s 

i t about t h i s cross-section and the data t h a t t e l l s you 
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t h a t the area can support an a d d i t i o n a l i n f i l l w e l l ? 

A. For one, the — j u s t a b r i e f look a t the data 

i n d i c a t e t h a t the sands are continuous but somewhat 

discontinuous across the area. The C l i f f House i s a strong 

sand, the gamma ray i s colored yellow. The Menefee i s a 

l i t t l e more discontinuous mixture of sands and coals and 

shales. Then the Point Lookout, again, i s a more 

continuous sand, and the productive i n t e r v a l s are shown 

w i t h magenta p e r f o r a t i o n s , and they are c o i n c i d e n t w i t h a 

higher r e s i s t i v i t y . 

Q. What i s i t about the Mesaverde t h a t causes you t o 

be l i e v e t h a t t h i s area can support an a d d i t i o n a l i n f i l l 

w e l l f o r each of the spacing u n i t s ? 

A. The w e l l s are — or these formations are 

ge n e r a l l y of low p o r o s i t y and not great p e r m e a b i l i t y , and 

the c u r r e n t w e l l s are not d r a i n i n g the a p p r o p r i a t e — or 

not d r a i n i n g the e n t i r e s e c t i o n , a r e a l . So there's 

a d d i t i o n a l acreage w i t h i n these two sections t h a t would 

al l o w us t o put i n an a d d i t i o n a l w e l l . 

Q. When you look a t these logs, Mesaverde i s a sand 

r e s e r v o i r , i s i t not? 

A. I t ' s a mix of sand and coa l . There's coals i n 

the Menefee t h a t are productive as w e l l . 

Q. When you analyze the geology and look from 

wellbore t o wellbore, are there p o i n t s of pos s i b l e 
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produc t i o n t h a t are discontinuous from one w e l l t o the 

next? 

A. Yes. For example, the second w e l l on the cross-

s e c t i o n west t o east has a strong sand about t w o - t h i r d s of 

the way down i n the Menefee t h a t produced — i t ' s 

p e r f o r a t e d . And the w e l l s immediately t o l e f t and r i g h t of 

i t , t h a t sand does not appear t o be e x i s t i n g . 

Q. Would the i n t r o d u c t i o n of an a d d i t i o n a l w e l l i n 

the spacing u n i t a f f o r d the o p p o r t u n i t y t o encounter those 

s t r i n g e r s t h a t have not been f u l l y developed or d r i l l e d i n 

the o f f s e t t i n g wells? 

A. Yes. 

Q. That's the concept, r i g h t ? 

A. Uh-huh. 

Q. Let's t u r n t o page 7 and look a t the north-south 

cr o s s - s e c t i o n , and see i f you see anything m a t e r i a l l y 

d i f f e r e n t when you look a t the Mesaverde i n t h a t 

o r i e n t a t i o n . 

EXAMINER BROOKS: That would be page 8, co r r e c t ? 

MR. KELLAHIN: I'm sorr y , page 8. 

THE WITNESS: Once again, page 8 or the n o r t h - t o -

south cross-section depicts a s i m i l a r p i c t u r e t h a t t he 

previous cross-section, and i t shows t h a t the sands w i t h i n 

the Menefee p o r t i o n of the Mesaverde are discontinuous, the 

C l i f f House i s somewhat v a r i a b l e , and the Point Lookout, 
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again, i s somewhat v a r i a b l e across the area. 

Q. (By Mr. Ke l l a h i n ) I s there anything about 

E x h i b i t [ s i c ] 8 t h a t causes you t o change your conclusions 

t h a t you've p r e v i o u s l y described? 

A. No. 

Q. Let's t u r n t o e x h i b i t page 9, and i d e n t i f y t h i s 

f o r us. 

A. This i s a — Page 9 i s a net pay isopach of the 

C l i f f House sand. I t shows a bar-shaped deposit c r o s s i n g 

Sections 19 and 30, and you can — by examining t h i s you 

can see where the net pay of the C l i f f House i s continuous 

across the area, but there's s u f f i c i e n t v a r i a b i l i t y i n i t 

t o a l l ow d i f f e r e n c e s i n the hydrocarbon content of each of 

the new w e l l s . 

Q. Have you prepared a s i m i l a r e x h i b i t and a n a l y s i s 

f o r the Menefee? 

A. Yes. 

Q. Let's t u r n t o t h a t . That should be page 10? 

A. Yes. 

Q. What do you see when you look a t the isopach of 

the Menefee? 

A. Quite v a r i a b i l i t y . Strong changes from t h i c k s t o 

t h i n s over the s e c t i o n . This i s a r e s u l t of the type of 

deposit i t i s . I t ' s made up of channel sands, shales and 

coals, and so i t ' s discontinuous. As a r e s u l t , the isopach 
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becomes h i g h l y v a r i a b l e . 

Q. Are the conclusions you reach about the Menefee 

s i m i l a r t o those you reached about the C l i f f House? 

A. Yes. 

Q. And the l a s t major area of isopach i s l o o k i n g a t 

the Point Lookout? 

A. Correct. 

Q. Let's look a t t h a t as e x h i b i t page 11. 

A. Page 11 again shows the net pay isopach of the 

Point Lookout. And i t i s , l i k e the C l i f f House, continuous 

over the area but has some f a i r l y good v a r i a b i l i t y t o 

i n d i c a t e the areas where a d d i t i o n a l hydrocarbons can be 

ex t r a c t e d . 

Q. Have you used your geologic s k i l l s t o a i d the 

r e s e r v o i r engineer so t h a t she could do some v o l u m e t r i c 

c a l c u l a t i o n s and make estimates of drainage areas 

associated w i t h these wells? 

A. Yes. 

Q. Do you have a r e c o l l e c t i o n of the approximate 

thickness t h a t would be appropriate f o r her t o apply t o a 

vo l u m e t r i c c a l c u l a t i o n ? 

A. Yes, I do. 

Q. And what i s that? 

A. We used a conservative summation of the net pay, 

k i n d of an average between these two l o c a t i o n s , of 117 f e e t 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

20 

of net pay a t these l o c a t i o n s f o r her c a l c u l a t i o n s . 

Q. I n determining a net-pay c u t o f f , what value were 

you using f o r a c u t o f f ? 

A. We're using a r e s i s t i v i t y of greater than 2 0 

ohms, had t o have gamma-ray of less than 65 API u n i t s , and 

a p o r o s i t y of 9 percent. 

Q. I n your opinion, are those reasonable parameters 

t o use i n such c a l c u l a t i o n s ? 

A. Yes. 

Q. I n summary, then, Mr. Klutsch, i s i t your o p i n i o n 

t h a t the D i v i s i o n should approve the d r i l l i n g of these two 

a d d i t i o n a l i n f i l l w e l l s f o r these spacing u n i t s t o provide 

the o p p o r t u n i t y t o recovery hydrocarbons t h a t otherwise 

might not be recovered? 

A. Yes. 

MR. KELLAHIN: That concludes my examination of 

Mr. Klutsch. 

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

1 through 11. 

EXAMINER BROOKS: Okay, E x h i b i t 1, pages 1 

through 11, w i l l be admitted. 

EXAMINATION 

BY EXAMINER BROOKS: 

Q. I f I understand your testimony c o r r e c t l y , the 

lo c a t i o n s of these p a r t i c u l a r w e l l s are selected f o r 
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spacing from the other w e l l s , and your geologic 

p r e s e n t a t i o n doesn't r e a l l y t e l l us anything s p e c i f i c about 

why the l o c a t i o n s are selected a t the p a r t i c u l a r p o i n t s 

where they are? 

A. That would be a c o r r e c t conclusion, yes, s i r . 

Q. Okay. These are both a t standard l o c a t i o n s ? 

A. I be l i e v e they are. 

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

have. 

MR. KELLAHIN: Thank you. 

Mr. Examiner, we'd next c a l l Mary Flynn. Ms. 

Flynn i s a petroleum engineer and has prepared the 

engineering e x h i b i t s t h a t we're about t o discuss, contained 

w i t h i n E x h i b i t Number 1. 

MARY FLYNN. 

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 

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Ms. Flynn, f o r the record, ma'am, would you 

please s t a t e your name and occupation? 

A. Mary Flynn, I'm a r e s e r v o i r engineer a t XTO 

Energy. 

Q. Ms. Flynn, on p r i o r occasions have you t e s t i f i e d 

before the D i v i s i o n ? 
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A. No, s i r , I haven't. 

Q. Summarize f o r us your education. 

A. I have a bachelor's from Texas A&M U n i v e r s i t y , 

graduated i n 1984. I also have a p r o f e s s i o n a l engineering 

c e r t i f i c a t i o n . 

Q. What i s your c u r r e n t r e s p o n s i b i l i t i e s f o r XTO? 

A. I'm a r e s e r v o i r engineer i n the San Juan Basin. 

Q. As p a r t of your d u t i e s , were you asked t o examine 

the r e s e r v o i r components concerning the two A p p l i c a t i o n s 

t h a t your company has before Examiner Brooks t h i s morning? 

A. Yes, s i r . 

Q. As p a r t of t h a t study, d i d you i n v e s t i g a t e the 

a v a i l a b l e data t o you? 

A. I d i d . 

Q. As a r e s u l t of t h a t study, do you now have 

conclusions and recommendations t o the Examiner? 

A. Yes, s i r . 

MR. KELLAHIN: Mr. Brooks, we tender Ms. Flynn as 

an expert petroleum engineer. 

EXAMINER BROOKS: So q u a l i f i e d . 

Q. (By Mr. Kel l a h i n ) Ms. Flynn, l e t me t u r n you t o 

E x h i b i t 1, and l e t ' s s t a r t a t page 12. This again i s the 

l o c a t o r map we showed Mr. Brooks e a r l i e r . Are you f a m i l i a r 

w i t h t h i s map? 

A. Yes, I am. 
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Q. When we look a t — L e t 1 s s t a r t w i t h the Snyder 

l o c a t i o n . You see the spacing u n i t f o r Snyder, and you see 

the proposed a d d i t i o n a l d e n s i t y well? 

A. Yes. 

Q. From an engineering p o i n t of view, i s t h e r e a 

choice being made by you as t o where t h i s w e l l i s located? 

A. Yes. You know, we wanted t o be, you know, evenly 

spaced so we weren't crowding one w e l l or another. I n 

a d d i t i o n , we had t o consider the topography. There's 

creeks, r i v e r s , running through t h a t s e c t i o n , so t h a t was 

somewhat of a cons i d e r a t i o n . But we were able t o place the 

w e l l , you know, almost e x a c t l y where we would want t o , t o 

keep even space between the w e l l s . 

Q. And then as you look south and you p i c k up the 

spacing u n i t associated w i t h the Gerk w e l l , the proposed 

new Gerk w e l l , how i s i t located? 

A. Very s i m i l a r l y t o the l a s t . There i s more of a 

c l i f f s t r u c t u r e , and so we needed t o stay on top of t h a t 

c l i f f s t r u c t u r e i n order t o have a l o c a t i o n f o r the w e l l . 

But i t t u r n s out t o be, you know, very e q u a l l y spaced, and 

i t i s a standard l o c a t i o n w i t h i n t h a t spacing u n i t . 

Q. And the focus of t h i s study a t t h i s p o i n t i s t o 

examine the Mesaverde? 

A. Yes, s i r . 

Q. I s i t your plan t h a t you w i l l probably d r i l l 
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these w e l l s t o the base of the Dakota? 

A. Yes, we w i l l . 

Q. And i t may be a t some p o i n t i n the f u t u r e t h a t 

you would seek approval t o modify t h i s order t o add the 

Dakota formations? 

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

Q. I n studying the Mesaverde i t s e l f , have you 

s t u d i e d the production of the Mesaverde w e l l s i n the 

immediate area? 

A. I have. 

Q. Can you conclude f o r us t h a t these l o c a t i o n s are 

going t o be a t a p o i n t such t h a t you have the o p p o r t u n i t y 

t o recover Mesaverde gas t h a t would not be recovered by 

e x i s t i n g wells? 

A. Yes. 

Q. And how d i d you s a t i s f y y o u r s e l f of t h a t 

conclusion? 

A. Well, f o r each w e l l I c a l c u l a t e d the net f e e t of 

p e r f o r a t e d pay, p e r f o r a t e d and f r a c t u r e d pay, and then the 

cumulative gas t h a t we expected t o get from t h a t w e l l . 

And then using the p o r o s i t y , the net pay and the 

gas s a t u r a t i o n from Mr. Klutsch, I was able t o c a l c u l a t e 

the drainage radius t h a t we expected from each w e l l . 

And when I averaged the drainage r a d i u s from a l l 

the w e l l s , i t — l i k e f o r the Snyder u n i t , i t ' s 57 acres — 
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or a c t u a l l y , t h a t ' s the average of the Gerk and the Snyder 

w e l l s . 

So 57 acres are being drained, which i s 

s i g n i f i c a n t l y less than the approximately 90 acres or 80 

acres we need t o get t o d r a i n the u n i t p r o p e r l y . 

Q. A l l r i g h t , l e t me d i r e c t your a t t e n t i o n t o 

E x h i b i t 1, page 13. Does t h i s represent a summary of your 

work product? 

A. I t does. 

Q. Let's go back through the d e t a i l s of t h a t . 

A. The average gas s a t u r a t i o n i s 40 percent. I 

determined t h a t from the l o g a n a l y s i s , using the p o r o s i t y 

and r e s i s t i v i t y logs, was able t o c a l c u l a t e t h a t 

s a t u r a t i o n . Our p o r o s i t y average i s 9 0 percent. 

There was an average of 117 f e e t of net 

p e r f o r a t e d pay i n the adjacent w e l l s . Using t h a t w i t h 

f o rmation volume f a c t o r , i t c a l c u l a t e d a drainage area of 

e x i s t i n g w e l l s of 57 acres. 

Q. You're using a conventional v o l u m e t r i c 

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

A. I am. 

Q. You've i d e n t i f i e d f o r us the major components of 

t h a t c a l c u l a t i o n , the numbers of which would be s i g n i f i c a n t 

i n terms of how they a f f e c t the u l t i m a t e number? 

A. Yes, s i r . 
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Q. Are there other components t o the v o l u m e t r i c 

c a l c u l a t i o n t h a t you have assumed a value f o r ? 

A. Yes, s i r , the estimated u l t i m a t e recovery, I 

r e f e r t o as the EUR, would be from d e c l i n e a n a l y s i s on each 

of the w e l l s , the cumulative production and d e c l i n e 

a n a l y s i s t o go f u r t h e r , so t h a t we'd know u l t i m a t e l y how 

much we would d r a i n from each w e l l , not j u s t the c u r r e n t 

drainage. 

I n a d d i t i o n , there's the formation volume f a c t o r , 

which i s dependent upon the i n i t i a l and the abandonment 

pressure i n the r e s e r v o i r . 

Q. Are you s a t i s f i e d t h a t you used a p p r o p r i a t e 

i n i t i a l and abandonment pressures f o r these wells? 

A. Yes, s i r . 

Q. And t h a t a l l the v a r i a b l e s t h a t you've chosen f o r 

the c a l c u l a t i o n s are f a i r and reasonable? 

A. Yes, they are. 

Q. The u l t i m a t e conclusion, then, from t he 

c a l c u l a t i o n i s t h a t you have computed a drainage area 

t h a t ' s associated w i t h each well? 

A. Yes, s i r . 

Q. And on average t h a t * s what number? 

A. 57 acres. 

Q. When you t u r n t o page 14 of your d i s p l a y , what am 

I seeing here? 
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A. Well, i n a d d i t i o n t o knowing t h a t t h e r e would be 

remaining gas l e f t , we wanted t o make sure t h a t i f we 

d r i l l e d an a d d i t i o n a l w e l l t h a t i t would be an economic 

w e l l . 

And so based on the average of the w e l l s t h a t 

we've d r i l l e d , l i k e post-2000 — we've predominantly 

d r i l l e d w e l l s l i k e 2003 and 2004 — those w e l l s have 

averaged 460 m i l l i o n cubic f o o t u l t i m a t e recovery, i s what 

we a n t i c i p a t e t o get from those w e l l s . 

So i f we assume our f i f t h w e l l would do the same, 

the r a t e of r e t u r n i s 4 3 percent, and we'd have a two-year 

payout, and t h a t i s favorable economics f o r XTO t o d r i l l a 

w e l l . 

Q. So i n a d d i t i o n t o having recoverable gas, you can 

now do i t economically? 

A. Correct. 

Q. And what i s your recommendation t o the Examiner? 

A. I recommend t h a t we would be able t o d r i l l a 

f i f t h w e l l i n each of these two u n i t s . 

MR. KELLAHIN: That concludes my examination of 

Ms. Flynn. 

We move the i n t r o d u c t i o n of her p o r t i o n s of 

E x h i b i t 1, which would be pages 12 through 14. 

EXAMINER BROOKS: E x h i b i t 1, pages 12 through 14 

w i l l be admitted. 
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EXAMINATION 

BY EXAMINER BROOKS: 

Q. I'm going t o ask you some very basic questions 

here, because I'm not an engineer. 

F i r s t of a l l , t h i s 117 f e e t of net pay, I heard 

Mr. Klutsch say t h a t t h a t was an average. Now i s t h a t from 

the e x i s t i n g wells? 

A. Yes, s i r , i t ' s from the e x i s t i n g w e l l s , from 

t h e i r logs, and then the i n t e r v a l s t h a t we p e r f o r a t e d . So 

we would only p e r f o r a t e i n t e r v a l s t h a t we expected would 

release hydrocarbons. So the range on those i s 66 f e e t t o 

157, w i t h the average being 117 f e e t . 

Q. Right. Okay, so then the next step i n your 

c a l c u l a t i o n i s t o determine the volume of the r e s e r v o i r , 

c o r r e c t ? 

A. Right. 

Q. And you do t h a t by assuming t h a t — You've got a 

9-percent p o r o s i t y , so take the 117 f e e t . Nine percent of 

t h a t i s going t o be pore space? 

A. Correct. 

Q. And then 4 0 percent of t h a t pore space i s gas? 

A. Exactly. 

Q. So t h a t ' s a f a i r l y simple mathematical — 

A. I t i s , i t i s . I t ' s very simple, c o r r e c t . 

Q. But the w e l l s , even f o r t h e i r e n t i r e l i f e , w i l l 
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not produce a l l of t h a t gas out of the r e s e r v o i r because of 

the abandonment pressures, correct? 

A. Correct. 

Q. The pressure d e c l i n e . 

A. Normally, we would expect t o get somewhere over 

80 percent recovery — 

Q. Yeah. 

A. — of the gas i n place. 

Q. Okay, do you have — you have the recovery 

percentage f a c t o r i n t h i s EUR c a l c u l a t i o n then? 

A. Well, where t h a t comes i n t o place would be, the 

EUR was c a l c u l a t e d based on the cumulative p r o d u c t i o n t o 

date and then the c u r r e n t production, so I'm l o o k i n g a t a 

graph of the production doing d e c l i n e curve a n a l y s i s from 

where — 

Q. Right. 

A. — i t c u r r e n t l y i s , and then c a l c u l a t i n g t h a t 

area underneath t h a t curve. So the recovery would be b u i l t 

i n t o t h a t c a l c u l a t i o n of the EUR. 

Q. Okay, so you developed the EUR from the d e c l i n e 

curve a n a l y s i s , the a c t u a l d e c l i n e of the pr o d u c t i o n of the 

w e l l as i t has produced — 

A. Right. 

Q. — t o date? 

A. Right, as opposed t o c a l c u l a t i n g the e n t i r e 
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volume — 

Q. Yeah. 

A. — of t h a t r e s e r v o i r and applying a recovery 

f a c t o r by going o f f the a c t u a l production from the w e l l s , 

i t gives us a more r e a l i s t i c — 

Q. Yeah, t h a t would seem t o be a more accurate 

method where you have the data a v a i l a b l e — where you have 

a considerable number of w e l l s a v a i l a b l e — 

A. Right — 

Q. — you use the other — 

A. — — i f we d i d n ' t have them — 

Q. — I no t i c e d — 

A. — we would — 

Q. — they used the other method, the — 

A. Right. 

Q. Okay. And then when you apply the estimated 

u l t i m a t e recovery of each w e l l , t h a t w i l l g ive you the 

amount t h a t they w i l l recover out of what you've determined 

t o be the t o t a l r e s e r v o i r volume? 

A. Exactly. 

Q. Assuming, of course, what you know i s not t r u e ; 

but you nevertheless have t o assume something, so you 

assume t h a t , t h a t the amount of net pay i s uniform 

throughout the — 

A. Well, the way I came up w i t h the 117 was, I 
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c a l c u l a t e d the net pay i n each i n d i v i d u a l w e l l , the EUR i n 

each w e l l , and the drainage radius i n each w e l l , and then 

d i d an average of each of those — 

Q. Right — 

A. — so — 

Q. — so t h a t ' s — 

A. — so i t i s n ' t e x a c t l y — 

Q. I t ' s the best data you've got, which w i t h — 

A. Which a c t u a l l y i s a l o t of data — 

Q. Yeah, i t ' s — 

A. — you know, we've got a l o t of data here, much 

more than I o f t e n have t o make these — 

Q. Exactly. Okay, I t h i n k I understand the 

c a l c u l a t i o n s . Thank you, t h a t ' s a l l the questions I have. 

Oh, I guess one other. I asked Mr. K l u t s c h t h i s , 

and he — maybe Mr. K e l l a h i n should answer t h i s question 

because I have not seen the footages anywhere i n t h i s 

r ecord. Are these a l l standard — Are these both standard 

l o c a t i o n s ? 

MR. KELLAHIN: I t ' s my b e l i e f t h a t they are. 

THE WITNESS: Yes. 

MR. KELLAHIN: I n the A p p l i c a t i o n i s an i n v e n t o r y 

f o r each of the spacing u n i t s of a l l the e x i s t i n g w e l l s , 

and i t w i l l show the footage of the a d d i t i o n a l i n f i l l w e l l . 

So they're contained w i t h i n the body of the A p p l i c a t i o n . 
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EXAMINER BROOKS: Oh, okay. 

MR. KELLAHIN: But the answer t o your question 

i s , i t ' s standard. 

EXAMINER BROOKS: Thank you. 

MR. KELLAHIN: Mr. Brooks, our l a s t witness i s 

Mr. Chris Spencer. Mr. Spencer i s a petroleum landman, and 

he was responsible f o r determining the o f f s e t operators t o 

n o t i f y and t o a i d me i n the pr e s e n t a t i o n of the a f f i d a v i t . 

CHRISTOPHER SPENCER, 

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

name and occupation? 

A. My name i s Christopher Spencer, senior landman 

f o r XTO Energy, Inc. 

Q. And where do you re s i d e , s i r ? 

A. Forth Worth, Texas. 

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

you st u d i e d the land ownership involved i n the two spacing 

u n i t s ? 

A. Yes. 

Q. Have you t e s t i f i e d before the D i v i s i o n on p r i o r 

occasions? 
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A. Yes, I have. 

Q. As p a r t of the study of the area, how d i d you go 

about deciding t h a t you had an accurate t a b u l a t i o n of the 

i n t e r e s t owners? What's the source? 

A. We searched o i l and gas commission records, we 

also searched P I Dwigh t 1 s production data t o determine the 

o f f s e t operators from the sections surrounding both Section 

19 and Section 3 0 of Township 29 North, Range 9 West. We 

acquired the addresses of the o f f s e t operators, and they 

were n o t i f i e d by c e r t i f i e d m a i l . 

Q. Attached t o the e x h i b i t package i s , Mr. Examiner, 

i n a d d i t i o n t o the various orders, there's an E x h i b i t 5, 

which i s a c e r t i f i c a t e of n o t i f i c a t i o n . I've handed t h a t 

t o Mr. Spencer. 

When you examine the p a r t i e s n o t i f i e d contained 

w i t h i n t h a t E x h i b i t Number 5, Mr. Spencer, have you 

s a t i s f i e d y o u r s e l f t h a t we have n o t i f i e d or a t l e a s t had a 

l i s t by which we could n o t i f y a l l the a f f e c t e d p a r t i e s ? 

A. Yes. 

Q. Can you a i d the Examiner and describe f o r him 

where these o f f s e t p a r t i e s are located, when you walk 

around the spacing u n i t ? You have a l o c a t o r map? 

A. Yes. 

Q. Which page are you looking at? 

A. I don't have my page number, but i t ' s the 
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ownership map t h a t we've provided. I t h i n k i t ' s page 4. 

Q. Let's t u r n t o page 4 of E x h i b i t Number 1. 

S t a r t i n g wherever you'd l i k e t o s t a r t on t h a t e x h i b i t , 

would you describe f o r us, f o r the Examiner, where those 

p a r t i e s are located? 

A. Yes, the p a r t i e s — I guess we could s t a r t by 

Township 29 North, Range 9 West. This i s Section 29. D.J. 

Simmons Company — 

EXAMINER BROOKS: You're s t a r t i n g w i t h 29, t h a t ' s 

the southeast corner of the map? 

THE WITNESS: Of the map, c o r r e c t . 

EXAMINER BROOKS: Okay, go ahead. 

THE WITNESS: Okay, D.J. Simmons Company and 

ConocoPhillips Company. 

Going n o r t h t o Section 20, also ConocoPhillips 

Company, B u r l i n g t o n Resources O i l and Gas Company, LP. 

North t o Section 17, BP America Production 

Company. 

Section 18, moving west, also BP America 

Production Company. 

I n Section 13 — t h i s i s Township 29 North, t h i s 

i s Range 10 West — B u r l i n g t o n Resources O i l and Gas 

Company, LP. 

South t o Section 24 i s XTO Energy. We n o t i f i e d 

our working i n t e r e s t p a r t i e s . These c o n s i s t of var i o u s 
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p a r t i e s on t h i s l i s t , San Juan 1984 p a r t n e r s h i p , W i l l i a m G. 

Webb Estate, B i l l L. Bledsoe Trustee, J. Glenn Turner, J r . , 

John L. Turner, Fred E. Turner, Mary Francis Turner, J r . , 

T r u s t , Betty Turner Calloway, Candace L. Kelton Cox, 

Georgia Lee Kelton. 

South i n Section 25, t h a t i s XTO-owned, 100 

percent. 

I n Section 19, Township 29 North, Range 9 West, 

we n o t i f i e d our working i n t e r e s t p a r t n e r s . That i s 

B u r l i n g t o n Resources and another company, Production 

Gathering Company. 

South i n Section 30, t h a t i s also XTO Energy, 

In c . , and B u r l i n g t o n Resources. 

And those are the p a r t i e s t h a t we were n o t i f i e d . 

Q. (By Mr. Ke l l a h i n ) As a r e s u l t of those 

n o t i f i c a t i o n s , Mr. Spencer, have you received any o b j e c t i o n 

t o having the D i v i s i o n approve the A p p l i c a t i o n s by your 

company? 

A. No. 

MR. KELLAHIN: Mr. Examiner, t h a t completes my 

questions f o r Mr. Spencer. 

At t h i s p o i n t we move the i n t r o d u c t i o n of the 

App l i c a n t ' s E x h i b i t 1, 2, 3, 4 and 5. 

EXAMINER BROOKS: Okay, 1 has already been 

admitted. 2, 3, and 4 are the orders, c o r r e c t ? 
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MR. KELLAHIN: Right. 

EXAMINER BROOKS: And — 

MR. KELLAHIN: — 5 i s the n o t i c e . 

EXAMINER BROOKS: Okay, 2 through 5 are admitted. 

EXAMINATION 

BY EXAMINER BROOKS: 

Q. Mr. Spencer, you went a l i t t l e f a s t f o r me here. 

We got down t o Section 24, and my understanding was t h a t 

t h a t ' s XTO, e t a l . , and the e t a l . ' s are the people 

beginning w i t h San Juan 1984 p a r t n e r s h i p , c o n t i n u i n g down 

your l i s t on E x h i b i t B t o — through Georgia Lee Kelt o n , 

c o r r e c t ? 

A. Correct. 

Q. And then i n Section 25 t h a t ' s also XTO, e t a l . , 

c o r r e c t ? 

A. That's XTO only, t h a t ' s XTO 100 percent. 

Q. Okay. Now where does the Production Gathering — 

where i s t h e i r ownership? 

A. Their ownership i s i n the n o r t h h a l f of Section 

19 of 29 North, 9 West. 

Q. Okay — 

A. They are w i t h i n the — 

Q. — Where's 19 on t h i s map? 

A. I t ' s i n the center. 

Q. Oh, t h a t ' s — they're i n the — they're i n the 
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u n i t i t s e l f ? 

A. Correct, c o r r e c t . 

Q. Okay. And then you mentioned somebody else t h a t 

was i n t h a t s t a t u s . 

A. B u r l i n g t o n Resources. 

Q. Okay, B u r l i n g t o n , yeah. And B u r l i n g t o n i s also 

the operator up i n Section 13, correct ? 

A. Correct. 

Q. Now i n the white sections where XTO — and 

Bu r l i n g t o n i s also the operator i n the south h a l f of 

Section 30? 

A. Yes. 

Q. Okay. Now i n the white s e c t i o n s , the people you 

i d e n t i f i e d , are those — because I no t i c e d you i d e n t i f i e d a 

couple of — or two d i f f e r e n t companies i n 20 and 29. Did 

you i d e n t i f y a l l the working i n t e r e s t owners i n the white 

sections as w e l l as i n the yellow sections or — 

A. I n the white sections we n o t i f i e d t he operators 

of record. We d i d not n o t i f y any other working i n t e r e s t 

p a r t i e s , we d i d not — 

Q. Okay, so where — So i n Sections 2 9 and 20, both 

of the two i d e n t i f i e d p a r t i e s operate w e l l s i n those 

sections? 

A. Correct. 

EXAMINER BROOKS: Okay, I b e l i e v e you d i d i t 
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c o r r e c t l y . Thank you. 

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

Mr. Brooks. 

EXAMINER BROOKS: Very good. I f there's n o t h i n g 

f u r t h e r , Cases 13,970 and 13,971 w i l l be taken under 

advisement. 

(Thereupon, these proceedings were concluded a t 

9:06 a.m.) 

* * * 
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