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1 MR. EZEANYIM: We c a l l now Case Number 

2 14314. This 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 O i l & Gas 

3 Company, LP, f o r compulsory p o o l i n g , San Juan County, New 

4 Mexico. C a l l f o r appearances. 

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

6 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 

7 K e l l a h i n appearing t h i s morning on behalf of B u r l i n g t o n 

8 Resources. I have no witnesses. We're s u b m i t t i n g t h i s 

9 by a f f i d a v i t . 

10 MR. EZEANYIM: Any other appearances? Mr. 

11 K e l l a h i n , you may proceed. 

12 MR. KELLAHIN: Thank you. Mr. Examiner, 

13 the e x h i b i t package I have submitted t o you has three 

14 e x h i b i t s . F i r s t of a l l , there's a l o c a t o r map. Second 

15 of a l l , t here's Mr. Terry Simcoe's a f f i d a v i t prepared i n 

16 compliance w i t h the D i v i s i o n r u l e s f o r s u b m i t t i n g a 

17 prudent case by a f f i d a v i t , and the l a s t e x h i b i t i s my 

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

19 To o r i e n t you, i f you look at E x h i b i t 1, t h i s 

20 i s the east h a l f of Section 8. The e x i s t i n g east h a l f of 

21 Section 8 has several w e l l s . Of relevance t o you i s — 

22 there's an e x i s t i n g Mesaverde w e l l i n the northeast and 

23 the southeast q u a r t e r . There are no Dakota w e l l s . 

24 The purpose of t h i s a p p l i c a t i o n i s t o 

25 co n s o l i d a t e two i n t e r e s t owners i n the Dakota who have 
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1 not agreed t o the Pierce 2B w e l l . That w e l l i s t o be j 

2 d r i l l e d as a downhole commingled Mesaverde and Dakota j 
\ 

3 w e l l . The two p a r t i e s i n v o l v e d are Koch and Four Star. 

4 B u r l i n g t o n has attempted t o c o n s o l i d a t e those i n t e r e s t s ! 

5 i n t o t h i s spacing u n i t and has not been succ e s s f u l . I 

6 BPAmoco i s the other p r i n c i p a l operator i n the 

7 Mesaverde, as w e l l as the Dakota, along w i t h B u r l i n g t o n . 

8 B u r l i n g t o n uses BP's o p e r a t i n g procedures f o r cost 

9 a l l o c a t i o n s , and as they've t e s t i f i e d i n p r i o r cases, the 

10 agreed-upon procedure which they have t e s t i f i e d i s 

11 standard i n the basin i s t o a l l o c a t e 60 percent of the 

12 cost t o the Dakota and 40 percent of the cost t o the j 

13 Mesaverde. The a f f i d a v i t i n d i c a t e s t h a t w i t h the i 

14 attachments t o i t . 

15 And y o u ' l l note i n Mr. Simcoe's A f f i d a v i t , 

16 E x h i b i t Number 2, t h a t t h a t i s one of the attachments. i 

17 So when we look s p e c i f i c a l l y at h i s a f f i d a v i t , the Four 

18 Star O i l & Gas Company has 3.125 percent of the Dakota, 

19 and Koch E x p l o r a t i o n has 21.875 percent of the Dakota. 

20 The a f f i d a v i t also i n d i c a t e s t h a t back on 

21 February 11th, B u r l i n g t o n proposed the w e l l i n w r i t i n g t o 

22 those two companies, inclu d e d a s p e c i f i c a l l y i d e n t i f i e d j 

23 and i t e m i z e d AFE a l l o c a t i n g those costs t o each zone and 

24 showing how t h a t was done and they've not been successful 

25 i n reaching a conclusion. Mr. Simcoe says the t o t a l cost 1 
| 
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1 of the w e l l i s estimated t o be $1,322,000 p l u s . He would 

2 ask t h a t you a l l o c a t e overhead r a t e s and producing w e l l 

3 r a t e s using $7,000 a month d r i l l i n g w e l l per month, and 

4 $700 a month o p e r a t i n g . Those are the r a t e s c u r r e n t l y 

5 used by B u r l i n g t o n f o r the d r i l l i n g of t h i s w e l l . 

6 B u r l i n g t o n w i l l comply w i t h D i v i s i o n r u l e s by 

7 f i l i n g a d m i n i s t r a t i v e l y f o r the commingling and proposing 

8 t o the D i v i s i o n the a p p r o p r i a t e a l l o c a t i o n t e s t s f o r t h a t 

9 p r o d u c t i o n i n m u l t i p l e choices. Normally, they use a 

10 spinner and they set a temporary bridge p l u g between the 

11 zones, take separate t e s t s on both zones and use t h a t as 

12 the basis f o r the map. 

13 E x h i b i t Number 3 i s my A f f i d a v i t of Notice of 

14 t h i s hearing, i n which we sent a copy of the a p p l i c a t i o n , 

15 the n o t i c e l e t t e r and attached the copies of the green 

16 cards showing those companies have re c e i v e d n o t i c e w i t h i n 

17 the ap p r o p r i a t e p e r i o d of time. 

18 With your permission, Mr. Examiner, we would 

19 ask t h a t you admit E x h i b i t s 1, 2 and 3 and take t h i s case 

20 under advisement. 

21 MR. EZEANYIM: E x h i b i t s 1, 2 and 3 w i l l be 

22 admitted. 

23 Do you have any questions? 

24 ( E x h i b i t s 1, 2 and 3 were admitted.) 

25 MR. BROOKS: You're going t o f i l e a 

> < > J- v \ i , . W » v J 
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1 separate a d m i n i s t r a t i v e a p p l i c a t i o n f o r the downhole 

2 commingling? 

3 MR. KELLAHIN: Yes, s i r . 

4 MR. BROOKS: That's a l l . 

5 MR. EZEANYIM: Okay. Let me understand 

6 what you are asking f o r here.. Are you d r i l l i n g from the 

7 surface of the base of the Dakota? The way I understand 

8 i t i s t h a t every i n t e r e s t owner i n the Mesaverde 

9 Formation has agreed t o d r i l l i n g of t h i s w e l l ; r i g h t --

10 MR. KELLAHIN: Yes. 

11 MR. EZEANYIM: Except those two people 

12 i n the Dakota? 

13 MR. KELLAHIN: That's e x a c t l y r i g h t . 

14 MR. EZEANYIM: Are you p o o l i n g a l l 

15 i n t e r e s t s from the surface t o the base of the Dakota or 

16 j u s t Mesaverde and Dakota? 

17 MR. KELLAHIN: I t would j u s t be f o r these 

18 two p a r t i e s i n the Dakota f o r the commingled we l l b o r e . I 

19 haves a sample of t h a t type of order t h a t Mr. Warnell 

20 entered. I t ' s Order Number R-13057 i n Case 14100. With 

21 your permission, I ' l l hand you a copy of t h a t . This i s 

22 the one t h a t was s i m i l a r t o what we're t a l k i n g about now. 

23 MR. EZEANYIM: So what i s t h i s order 

24 supposed t o i n d i c a t e ? 

25 MR. KELLAHIN: We can t u r n over t o the 
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1 o r d e r i n g p o r t i o n , and the D i v i s i o n uses i t s normal 

2 o r d e r i n g p r o v i s i o n i n Paragraph 1, simply i n d i c a t e d , " a l l 

3 uncommitted i n t e r e s t owners wherever they may w e l l be." 

4 I n t h i s case i t was the Mesaverde. I n our case t h a t was 

5 the Dakota. 

6 MR. BROOKS: I n t h i s case the uncommitted 

7 i n t e r e s t s were i n the Mesaverde. 

8 MR. KELLAHIN: That's r i g h t . 

9 MR. BROOKS: The i n t e r e s t i n the Dakota 

10 were committed. 

11 MR. KELLAHIN: That's r i g h t . And here 

12 i t ' s j u s t the reverse. 

13 MR. BROOKS: Okay. 

14 MR. EZEANYIM: And your n o t i f i c a t i o n was 

15 j u s t only those two people? 

16 MR. KELLAHIN: Yes, s i r , those two 

17 companies. 

18 MR. EZEANYIM: There were no t i t l e 

19 disputes, anything t h a t would suggest escrowing some of 

20 the -- no escrow requirements? 

21 MR. KELLAHIN: No, s i r . 

22 MR. EZEANYIM: And the w e l l l o c a t i o n i s 

23 standard; r i g h t — 

24 MR. KELLAHIN: Yes, s i r . 

25 MR. EZEANYIM: — because i t ' s i n Unit P? 
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I f i t ' s — 

MR. KELLAHIN: 

There's a C-102 attached. 

MR. EZEANYIM: 

I t meets the setbacks 

I can see 780 and 1,180; i s 

t h a t c o r r e c t ? 

MR. KELLAHIN: Yes, s i r . 

MR. EZEANYIM: Has the w e l l been d r i l l e d ? 

MR. KELLAHIN: No, s i r — 

Do you have any — 

-- not y e t . There's no 

MR. EZEANYIM 

MR. KELLAHIN 

API 

MR. EZEANYIM: No APD? 

MR. KELLAHIN: I'm not sure i t ' s been 

f i l e d . I t ' s a f e d e r a l permit, so i t takes longer t o get 

those. 

MR. EZEANYIM: Okay. I see. What i s the 

depth of t h i s w e l l i n the Dakota; do you know? 

MR. KELLAHIN: I t h i n k I have t h a t . The 

w e l l proposal l e t t e r of February 11 i n d i c a t e s an 

approximate t o t a l depth of 7,561 f e e t . 

MR. EZEANYIM: Okay. At t h i s p o i n t Case 

14314 w i l l be taken under advisement. 

ic -k ~k 
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