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1 HEARING EXAMINER: Let's c a l l Case 14355, 

2 A p p l i c a t i o n of Co n o c o P h i l l i p s Company and B u r l i n g t o n 

3 Resources O i l and Gas Company, LP t o e s t a b l i s h a s p e c i a l 

4 t r a n s i t i o n area, i n c l u d i n g a d m i n i s t r a t i v e procedures f o r 

5 expansion and m o d i f i c a t i o n of the s p e c i a l r u l e s and 

6 r e g u l a t i o n s of the Basin F r u i t l a n d Coal-Gas po o l w i t h i n 

7 t h i s area f o r c e r t a i n nonstandard gas spacing and 

8 p r o r a t i o n u n i t s along the border between New Mexico and 

9 Colorado, a l l w i t h i n San Juan County, New Mexico. 

10 C a l l f o r appearances. 

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

12 t he 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 

13 t h i s morning on b e h a l f of the A p p l i c a n t s C o n o c o P h i l l i p s 

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

15 With your permission, I ' d l i k e you t o swear i n 

16 t h r e e witnesses. 

17 HEARING EXAMINER: Any other appearances? W i l l 

18 the witnesses please stand and s t a t e your name? 

19 MR. WOLFE: Michael Wolfe. 

20 MR. HARRISON: J e f f H a r r i s o n . 

21 MS. GASTGEB: Kassadie Gastgeb. 

22 MR. KELLAHIN: Mr. Examiner, I ' d l i k e t o take a 

23 moment and set the stage f o r our p r e s e n t a t i o n t h i s morning 

24 so you have a g e n e r a l i z e d idea of how we have approached 

25 t h i s p r o j e c t . 
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1 The e x h i b i t book c o n t a i n s a t h r e e p a r t 

2 p r e s e n t a t i o n . There's a p r e s e n t a t i o n of l a n d documents 

3 t h a t Mr. Wolfe i s going t o t e s t i f y t o t h a t gives you the 

4 documents surrounding the p r o j e c t area's concept and 

5 n o t i f i c a t i o n p o r t i o n s . 

6 There w i l l be a p o r t i o n of the e x h i b i t book t h a t 

7 c o n t a i n s t h e ge o l o g i c overview f o r t h e p r o j e c t area, 

8 s p e c i f i c geology as t o c r o s s - s e c t i o n s and c o r r e l a t i o n of 

9 logs across t h i s what we c a l l a t r a n s i t i o n area. 

10 And then f i n a l l y , we have a r e s e r v o i r engineer 

11 who i s going t o present the e n g i n e e r i n g concepts of how 

12 she's approached our proposed s o l u t i o n f o r t h i s t r a n s i t i o n 

13 area. 

14 A l l of t h i s i s con t a i n e d w i t h i n t h e New Mexico 

15 s i d e of the Basin F r u i t l a n d Coal-Gas po o l gas pool r u l e s . 

16 We are i n the low p r o d u c t i v i t y area along t h a t common 

17 boundary. 

18 I f you t u r n t o the e x h i b i t book and t u r n past 

19 the cover, look behind Tab No. 1, t h e r e i s a general 

20 l o c a t o r map f o r you. The testi m o n y w i l l demonstrate t h a t 

21 t h e p r o j e c t area i s d e f i n e d by a r e l a t i o n s h i p between 

22 Colorado and New Mexico. 

23 The reason we're here i s the Bureau of Land 

24 Management has asked B u r l i n g t o n and Co n o c o P h i l l i p s t o 

25 c r e a t e a s o l u t i o n along the New Mexico si d e of the 
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1 coal-gas p o o l where B u r l i n g t o n and o t h e r s can meet 

2 p o s s i b l e p o t e n t i a l drainage issues w i t h o p e r a t o r s i n 

3 Colorado, where on the Colorado si d e of t h i s l i n e t h e r e 

4 are Colorado orders t h a t a l l o w a d e n s i t y of 80 acre 

5 d e n s i t y . While the Colorado o p e r a t o r s have not 

6 n e c e s s a r i l y acted on t h a t y e t , the p o t e n t i a l e x i s t s . 

7 The BLM was concerned about p o s s i b l e f u t u r e 

8 dr a i n a g e . We don't b e l i e v e any of t h a t has occurred a t 

9 t h i s p o i n t , but we wanted t o accommodate t h e i r concerns 

10 and have them place a t r a n s i t i o n area so t h a t B u r l i n g t o n 

11 and C o n o c o P h i l l i p s and ot h e r s might respond i f necessary 

12 t o i n c r e a s i n g the d e n s i t y of w e l l s along t he common 

13 boundary, and i n a d d i t i o n , c r e a t i n g a s o l u t i o n t h a t avoids 

14 a domino e f f e c t as you move down i n t o New Mexico where we 

15 have spacing i n the low p r o d u c t i v i t y area t h a t would be 

16 exceeded by an 80 acre d e n s i t y . 

17 Right now, we're d e a l i n g w i t h two w e l l s i n a 

18 320. The s o l u t i o n here i s r a t h e r unique. B u r l i n g t o n and 

19 C o n o c o P h i l l i p s are the c u r r e n t o p e r a t o r s of a whole s e r i e s 

20 of nonstandard p r o r a t i o n u n i t s . 

21 So when you see the maps, you're going t o see 

22 documents from Mr. Wolfe t h a t demonstrate t h a t over time, 

23 t h e r e ' s a h i s t o r i c a l p r e d i c a t e f o r the s i z e and the shape 

24 of these nonstandard p r o r a t i o n u n i t s . They a l l began many 

25 years ago w i t h Dakota where they were c o n s o l i d a t e d w i t h 
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1 Dakota w e l l s . 

2 And m a i n t a i n i n g the i n t e g r i t y of t h a t ownership 

3 arrangement i n the Dakota spacing u n i t s , Mr. Alexander and 

4 I years ago asked the D i v i s i o n f o r orders m i r r o r i n g the 

5 Dakota s o l u t i o n f o r the F r u i t l a n d Coal p o o l . And t h a t ' s 

6 a l l i n place and Mr. Wolfe w i l l d e s c r i b e those f o r you. 

7 What we've done i s taken these nonstandard 

8 p r o r a t i o n u n i t s and c o n c e p t u a l l y s u b d i v i d e d them n o r t h 

9 h a l f and south h a l f . The concept i s t o have the 

10 f l e x i b i l i t y i n t h i s t r a n s i t i o n area t o put two w e l l s i n 

11 t he n o r t h e r n p o r t i o n of these nonstandard p r o r a t i o n u n i t s 

12 i n the event we have t o meet c o m p e t i t i o n from Colorado i n 

13 t he same common source of supply. 

14 I n the southern h a l f of these nonstandard 

15 p r o r a t i o n u n i t s , the concept i s t o l i m i t t h e d e n s i t y of 

16 t h a t p o r t i o n of the spacing u n i t t o no more than a s i n g l e 

17 w e l l bore so t h a t as you move f a r t h e r south, you're, not 

18 d i s r u p t i n g the e x i s t i n g d e n s i t i e s t h a t a l l o w f o r the 

19 F r u i t l a n d Coal. 

20 Having s a i d a l l of t h a t , we're going t o show you 

21 what i s i d e n t i f i e d as T r a c t B i n Sec t i o n 10 of 32 9, which 

22 w i l l be an e x c e p t i o n from our concept. 

23 I n s t u d y i n g a l l the data and i n showing the 

24 maps, we w i l l show you t h a t i n Se c t i o n 10, t h e r e are two 

25 e x i s t i n g w e l l s i n what would be the south h a l f of t h a t 
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1 nonstandard p r o r a t i o n u n i t . And w e ' l l propose a s o l u t i o n 

2 f o r you i n a moment as t o how t o handle t h a t s e c t i o n . 

3 I n a d d i t i o n , we have presented t h i s t e c h n i c a l 

4 p r e s e n t a t i o n t o the Bureau of Land Management. There w i l l 

5 be a l e t t e r i n the f i l e from Mr. Jim Lovato on b e h a l f of 

6 the BLM approving the c u r r e n t p r e s e n t a t i o n t h a t we're 

7 about t o make t o you t o s a t i s f y t h e BLM as t o the need f o r 

8 what t h e y ' r e asking us t o accomplish. 

9 I n a d d i t i o n a l , B u r l i n g t o n ' s t e c h n i c a l people 

10 have met w i t h Mr. Steve Heyden of the Aztec o f f i c e of the 

11 D i v i s i o n and s a t i s f i e d Mr. Heyden about concerns t h a t he 

12 might have about t he p r o j e c t . 

13 I n a d d i t i o n , we are responding t o Mr. Heyden's 

14 d e s i r e t o have the f l e x i b i l i t y i n the d i s t r i c t t o make 

15 d e c i s i o n s w i t h r e gard t o s p e c i f i c s o f i n d i v i d u a l spacing 

16 u n i t s such t h a t he has the a u t h o r i t y i n t h e d i s t r i c t t o 

17 make the changes t o w e l l l o c a t i o n s . 

18 We'll have an i l l u s t r a t i o n f o r you i n a moment 

19 t h a t shows what happens w i t h the concept i f you have a 

20 h o r i z o n t a l w e l l bore. 

21 The p o s s i b i l i t y f o r a d d i t i o n a l c o a l i n the p o o l 

22 i n the t r a n s i t i o n area i s going t o mandate t h a t B u r l i n g t o n 

23 and C o n o c o P h i l l i p s u t i l i z e e x i s t i n g w e l l bores. I t i s an 

24 economy i n scale i n terms of t a k i n g an e x i s t i n g w e l l bore, 

25 u s i n g t h a t then as the entrance p o i n t i n the r e s e r v o i r f o r 
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1 a h o r i z o n t a l l a t e r a l . 

2 I n doing t h a t a c t i v i t y , Mr. Heyden says we w i l l 

3 v i o l a t e t h e d e n s i t y r u l e s and i t r e q u i r e s s p e c i a l 

4 a p p r o v a l . 

5 So c o n c e p t u a l l y then, we're t r y i n g t o o b t a i n 

6 from you a set of a d m i n i s t r a t i v e f l e x i b i l i t i e s so t h a t 

7 Mr. Heyden, when faced w i t h a h o r i z o n t a l w e l l bore or a 

8 v a r i a t i o n i n w e l l l o c a t i o n s t h a t i s d i f f e r e n t than our 

9 concept of two w e l l s i n the n o r t h h a l f of the spacing u n i t 

10 versus one i n the south, he can do t h a t i n Aztec. 

11 I f you choose not t o l e t him have t h a t 

12 a u t h o r i t y , then we would ask t h a t you a l l o w us t o come 

13 back t o you and accomplish t h a t a t some ot h e r date as 

14 r e q u i r e d . 

15 So, I wanted you t o be able t o t h i n k about t h a t 

16 p o r t i o n o f the p r e s e n t a t i o n as you begin t o see t h a t . 

17 I guess the l a s t p o i n t i s , on the Colorado side 

18 of the common r e s e r v o i r , t h e r e ' s s t i l l a s u b s t a n t i a l 

19 p o r t i o n of the Colorado side t h a t ' s s u b j e c t t o 320 per 

20 d e n s i t y . 

21 And so, we have l i m i t e d the t r a n s i t i o n p r o j e c t 

22 area t o meet p o t e n t i a l f u t u r e c o m p e t i t i o n along the common 

23 boundary where i n Colorado they c u r r e n t l y have e x i s t i n g 

24 d e n s i t y orders t h a t a l l o w one w e l l per u n i t . 

25 So when you look a t the e n t i r e l a t e r a l e x t e n t of 
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1 t h a t r e s e r v o i r across the common boundary t h e r e , i s only a 

2 p o r t i o n of t h a t t h a t we're f o c u s i n g on. 

3 With t h a t e x p l a n a t i o n , Mr. Examiner, we'd l i k e 

4 t o proceed. 

5 HEARING EXAMINER: Okay. 

6 MICHAEL WOLFE, 

7 the witness h e r e i n , a f t e r f i r s t b eing d u l y sworn 

8 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 : 

9 DIRECT EXAMINATION 

10 BY MR. KELLAHIN: 

11 Q. Mr. Wolfe, f o r the r e c o r d , s i r , would you please 

12 s t a t e your name and occupation? 

13 A. Michael Wolfe, petroleum man f o r C o n o c o P h i l l i p s . 

14 Q. Where do you r e s i d e , s i r ? 

15 A. Farmington, New Mexico. 

16 Q. And you s p e l l your l a s t name w i t h an "E" on the 

17 end? 

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

19 Q. On p r i o r occasions, have you t e s t i f i e d b e fore 

20 the D i v i s i o n as a landman? 

21 A. Yes, I have. 

22 Q. As p a r t of your r e s p o n s i b i l i t i e s as a landman 

23 f o r C o n o c o P h i l l i p s B u r l i n g t o n has i t been your 

24 r e s p o n s i b i l i t y t o research the ownership i n terms of 

25 o p e r a t o r s and working i n t e r e s t owners i n the p r o j e c t area? 
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1 A. That's c o r r e c t . 

2 Q. And i n a d d i t i o n , have; you researched t o 

3 determine the a p p l i c a b l e orders as you can f i n d them t h a t 

4 apply t o these e x i s t i n g nonstandard p r o r a t i o n u n i t s ? 

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

6 Q. I n a d d i t i o n , as the landman, have you 

7 p a r t i c i p a t e d i n v a r i o u s d i s c u s s i o n s w i t h t h e BLM and the 

8 OCD Aztec over c r a f t i n g a s o l u t i o n f o r the BLM's concerns 

9 about the w e l l spacing p a t t e r n s i n Colorado versus 

10 New Mexico? 

11 A. Yes, s i r . 

12 MR. KELLAHIN: We tender Mr. Wolfe as an exper t 

13 petroleum landman. 

14 HEARING EXAMINER: Mr. Wolfe i s q u a l i f i e d as an 

15 e x p e r t . 

16 Q. Mr. Wolfe, l e t me d i r e c t your a t t e n t i o n t o the 

17 e x h i b i t book. I f y o u ' l l t u r n t o Tab No. 1, f l i p past the 

18 t a b i n d i c a t o r , and w h i l e your e x h i b i t s are not numbered, I 

19 t h i n k we can r e f e r t o them as t h e y ' r e d e s c r i b e d . 

20 And l e t me ask you f i r s t o f a l l t o s t a r t w i t h 

21 what i s captioned as the l o c a t o r map, and f i n d f o r us what 

22 you know t o be the p r o j e c t area. 

23 A. This l o c a t o r map i s an expanded view of the San 

24 Juan b a s i n . And the p r o j e c t area i s h i g h l i g h t e d i n orange 

25 and so i d e n t i f i e d . You can see t h a t t h e c o l o r e d groupings 
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1 on the map designate the f e d e r a l u n i t s found w i t h i n the 

2 b a s i n . 

3 Of p a r t i c u l a r i n t e r e s t w i t h i n our p r o j e c t area 

4 t h e r e i s the 32 and 9, 32 and 8, 32 and 7 f e d e r a l u n i t s 

5 designated by b l u e - p i n k i s h and y e l l o w c o l o r . Also f o r 

6 r e f e r e n c e , t he ea s t e r n boundary of the p r o j e c t area, t h a t 

7 b l u e , i s the A l l i s o n u n i t . 

8 Q. As a landman, d i d I c o r r e c t l y summarize the la n d 

9 p o r t i o n of your testimony w i t h regards t o my opening 

10 statement? 

11 A. Yes, s i r . 

12 Q. Let's t u r n now t o the next d i s p l a y behind the 

13 l o c a t o r map. 

14 A. Okay. 

15 Q. Generally, what are we seeing when we look now 

16 a t t h i s d e p i c t i o n of the p r o j e c t area? 

17 A. This map p l o t s the approximate s u r f a c e l o c a t i o n 

18 of F r u i t l a n d c o a l w e l l s i n the area. Again, the dark 

19 orange o u t l i n e i n d i c a t e s the p r o j e c t o u t l i n e . The c o l o r 

20 v a r i a t i o n i n the dots on the map i n d i c a t e t he op e r a t o r of 

21 those w e l l s . 

22 I n the p r o j e c t area, we h i g h l i g h t e d d r i l l b l ocks 

23 t h a t are i n blue, and as you can see, some of them do jump 

24 s e c t i o n s and are nonstandard. South of the p r o j e c t 

25 o u t l i n e , we've i d e n t i f i e d those d r i l l b l ocks w i t h the r e d . 
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1 Q. When we look i n the p r o j e c t area, i t covers — 

2 v i s u a l l y , t h i s covers the spacing u n i t s on the Colorado 

3 sid e w i t h i n t h e scope of t h a t o u t l i n e ? 

4 A. Yes. The 80 acre allowed d e n s i t y d r i l l b l ocks 

5 i n Colorado are w i t h i n t h a t n o r t h e r n p o r t i o n of the 

6 p r o j e c t o u t l i n e . The s t a t e l i n e a c t u a l l y runs r i g h t 

7 through t he middle of t h a t p o i n t . 

8 Q. To make i t c e r t a i n , the area t h a t w i l l be the 

9 working p o r t i o n of the p r o j e c t where we're t r y i n g t o 

10 c o n t r o l w e l l d e n s i t y and match what's on the Colorado 

11 s i d e , i s t h a t area t h a t ' s o u t l i n e d i n the dark blue, 

12 r i g h t ? 

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

14 Q. W i t h i n each of those t r a c t s , are we d e a l i n g w i t h 

15 a p o r t i o n o f t r a c t s i n New Mexico t h a t have nonstandard 

16 p r o r a t i o n u n i t s a s s o c i a t e d w i t h i t ? 

17 A. Yes. 

18 Q. The r ed do t s t h a t are shown w i t h i n t he b l u e 

19 t r a c t areas are t he approximate l o c a t i o n s o f t he e x i s t i n g 

20 coa l -gas w e l l s ? 

21 A. T h a t ' s c o r r e c t . 

22 Q. For purposes of t h i s d i s p l a y , you have d e l e t e d 

23 o t h e r w e l l s t h a t are not coa l -gas w e l l s ? 

24 A. T h a t ' s c o r r e c t . 

25 Q. L e t ' s use t h i s e x h i b i t t o a l s o h e l p us i d e n t i f y 
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1 t h e v a r i o u s o p e r a t o r s . W i t h i n spacing u n i t s t h a t are 

2 o u t l i n e d i n blue, who are the o p e r a t o r s of those? 

3 A. I t ' s e i t h e r C o n o c o P h i l l i p s or B u r l i n g t o n 

4 Resources. 

5 Q. Outside of the blue area, you have a l i s t of t h e 

6 c u r r e n t o p e r a t o r s as you f i n d them t o be t h a t are 

7 a s s o c i a t e d i n t h i s general area? 

8 A. As f a r as you mean the d r i l l b l o c k s i n d i c a t e d i n 

9 the r e d , the n o t i c e area? 

10 Q. Yes. 

11 A. C o n o c o P h i l l i p s B u r l i n g t o n Resources operate a l l 

12 but one of those d r i l l b l o c k s . The one e x c e p t i o n would be 

13 the southwestern d r i l l b lock t h a t ' s i n d i c a t e d w i t h green. 

14 That i s c u r r e n t l y operated by BP. 

15 Q- For those d r i l l b l ocks t o the south t h a t are i n 

16 your n o t i c e area, i f C o n o c o P h i l l i p s operated those, d i d 

17 you then go ahead and n o t i f y the working i n t e r e s t owners 

18 a s s o c i a t e d w i t h t h a t p r o d u c t i o n ? 

19 A. Yes, s i r . 

20 Q. I n a d d i t i o n , d i d you n o t i f y o t h e r working 

21 i n t e r e s t owners — other o p e r a t o r s i n the area? 

22 A. We n o t i f i e d BP as w e l l . 

23 Q. Okay. As p a r t of your n o t i f i c a t i o n process, d i d 

24 anyone f i l e any o b j e c t i o n s w i t h you t h a t you're aware of? 

25 A. No, s i r . 
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1 Q. The l a s t p o i n t , i n l o o k i n g a t t h e d i s p l a y — and 

2 I'm on the Colorado side of the common l i n e , t h e r e are 

3 these t r a c t s t h a t are shaded i n green. What i s t h a t 

4 supposed t o represent? 

5 A. That i n d i c a t e s an 80 acre d e n s i t y border t h a t BP 

6 was able t o secure i n Colorado.. 

7 Q. And as we move west of the shaded green area i n 

8 Colorado, t h a t shaded area then t u r n s t o w h i t e ; t h a t means 

9 those t r a c t s are not yet s u b j e c t t o an 80 acre d e n s i t y 

10 i n f i l l ? 

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

12 Q. Are you s a t i s f i e d t h a t t h e o u t l i n e of the 

13 p r o j e c t area meets the BLM's requirements t h a t you ask the 

14 D i v i s i o n t o modify s t a t e r u l e s t o meet the d e n s i t y 

15 c o m p e t i t i o n p o t e n t i a l i n Colorado? 

16 A. Yes, I am. 

17 Q. Let's t u r n t o the next d i s p l a y which focuses 

18 more d e t a i l on the Colorado side o f the common boundary. 

19 What are we seeing here? 

20 A. The main p o i n t of t h i s map i s t o d e p i c t the 

21 c u r r e n t d e n s i t y allowed f o r the F r u i t l a n d Coal. The dark 

22 green t o the west i s c u r r e n t l y on 160 acre d e n s i t y , and 

23 the l i g h t e r green t o the east i s i n d i c a t i n g 80 acre 

24 d e n s i t y . 

25 Q. I s t h i s the map t h a t you shared w i t h the BLM? 
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1 A. Yes, i t i s . 

2 Q. When they expressed concern about c o m p e t i t i o n 

3 from Colorado? 

4 A. Yes, i t i s . 

5 Q. Based upon t h a t , have you persuaded the BLM t h a t 

6 t h e p r o j e c t area could be c o n t r a c t e d on t h e western end 

7 and c o n f i n e d t o the c u r r e n t a p p l i c a t i o n area? 

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

9 Q. And i n doing so, help us and me l e t ' s s t a r t 

10 i n 32 n o r t h 10 west, you can see the San Juan River l i e ? 

11 You see the l i n e of the San Juan River come through t h a t 

12 township? 

13 A. Yes. I b e l i e v e t h a t ' s — i t c o u l d be the 

14 La P l a t a , I'm not sure. 

15 Q. Anyway, i t ' s a marker p o i n t . Using t h a t as a 

16 c o n t r o l p o i n t , where do we have t o go t o f i n d the western 

17 boundary of the proposed p r o j e c t area? 

18 A. I f you look i n Colorado where 32 and 9 and 32 

19 and 8 come t o g e t h e r , you can f o l l o w t h a t l i n e d i r e c t l y 

20 i n t o New Mexico, and t h a t ' s an approximate l o c a t i o n of 

21 where the p r o j e c t area w i l l s t a r t . 

22 Q. So on the Colorado side i n 32 and 9, i f I look 

23 a t t h e l a s t s e c t i o n i n the southwest q u a r t e r , t h a t i s 

24 shaded i n the l i g h t green, and go t o the western side o f 

25 t h a t t r a c t — 
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1 A. That's c o r r e c t . 

2 Q. And then drawing my l i n e down s o u t h e r l y , t h a t 

3 w i l l get me the western e x t e n s i o n of the p r o j e c t area 

4 you're proposing? 

5 A. Yes, s i r . 

6 Q. Now l e t ' s t u r n t o a more s p e c i f i c map t h a t shows 

7 numbering f o r these t r a c t s . I f you look a t the next page, 

8 d e s c r i b e f o r us, Mr. Wolfe, what you're d e p i c t i n g here. 

9 A. Again, we've h i g h l i g h t e d the c u r r e n t allowed 80 

10 acre d e n s i t y i n Colorado w i t h t h e shaded s e c t i o n s i n the 

11 Colorado p o r t i o n . 

12 We've a l s o h i g h l i g h t e d the nonstandard d r i l l 

13 b l o c k s w i t h i n Colorado i n d i c a t e d by the green squares 

14 along the s t a t e l i n e . 

15 Again, you see our c o l o r e d blue and red d r i l l 

16 b l o c k s t o the south i n New Mexico. We numbered the d r i l l 

17 blocks A through N, which w e ' l l discuss here i n a minute. 

18 Q. That was simply done f o r convenience? 

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

20 Q. To ass o c i a t e a l e t t e r w i t h these nonstandard 

21 p r o r a t i o n u n i t s , t h a t gives us a shorthand way t o f i n d 

22 them? 

23 A. E x a c t l y . 

24 Q. When we look o u t s i d e the blue t r a c t s and look a t 

25 those t r a c t s t h a t are prefaced w i t h an "N" f o l l o w e d by a 
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1 Roman numeral, what i s the purpose of doing that?, 

2 A. Those are n o t i c e area d r i l l b l ocks t h a t I've 

3 i d e n t i f i e d t h a t we would send n o t i c e t o , and those were 

4 numbered such t h a t I can u s u a l l y i d e n t i f y which block 

5 belonged t o which i n t e r e s t p a r t y . 
6 Q. Again, i t was j u s t a way f o r you t o keep t r a c t 

7 of the n o t i c e areas and t o a s s o c i a t e a quick index f i n d i n g 

8 who you sent n o t i c e to? 

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

10 Q. Let's t u r n beyond t h a t — i n f a c t , t h i s may be a 

11 good l o c a t o r map t o take out of the book and put i t t o the 

12 l e f t of your main book, and l e t ' s make some comparisons 

13 here. 

14 The next d i s p l a y i n the book i s a t a b u l a t i o n of 

15 d r i l l b l o c k s . This i s the d r i l l b l o c k name, footages, 

16 l o c a t i o n . Did you prepare t h a t ? 

17 A. Yes, I d i d . 

18 Q. And how d i d you prepare t h a t ? 

19 A. The footages are based o f f t he p l a t s f i l e d w i t h 

20 t he OCD. 

21 Q. You went through the OCD records and p u l l e d up 

22 a l l of these t h i n g s ? 

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

24 Q. I n r e l a t i n g the d r i l l b l o c k t a b u l a t i o n s t o the 

25 map t h a t we've j u s t taken out of the book, do a l l of the 
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1 d r i l l b locks match the c r i t e r i a , we're s e l e c t i n g f o r the 

2 p r o j e c t area where we've had the o p t i o n of two w e l l bores 

3 i n the n o r t h e r n h a l f of the nonstandard u n i t and one w e l l 

4 bore i n the southern p o r t i o n of t h a t spacing u n i t ? 

5 A. A l l . e x c e p t f o r D r i l l Block B. 

6 Q. Show me t h a t one. 

7 A. D r i l l Block B, you can see i n Township 32 North, 

8 Range 9 West, Section 10. 

9 Q. And you have r e c o n f i r m e d t h a t , i n f a c t , those 

10 two w e l l bores are i n the southern p o r t i o n of t h a t spacing 

11 u n i t ? 

12 A. Yes, s i r . 

13 Q. Are these nonstandard p r o r a t i o n u n i t s , t h e y ' r e 

14 not c o n s i s t e n t w i t h a r e g u l a r s i z e d s e c t i o n , are they? 

15 A. No, they are n o t . 

16 Q. Are they l e s s or more than 640 acre? 

17 A. Some are l e s s , some are a l i t t l e more. 

18 Q. And they are not square i n shape? 

19 A. No, t h e y ' r e more r e c t a n g u l a r . 

20 Q. So what has been your s t r a t e g y f o r d e f i n i n g the 

21 p r o j e c t area w i t h i n New Mexico, what do you do? 

22 A. I've taken the footages of each d r i l l b l o c k and 

23 I've a r t i f i c i a l l y drawn the n o r t h h a l f , n o r t h h a l f south 

24 h a l f l i n e through the middle of those so an exact footage 

25 cannot be ob t a i n e d from d r i l l b l o c k t o d r i l l b lock as 

PAUL BACA PROFESSIONAL COURT REPORTERS 

2db34325-647a-4c52-9115-30520ded12e2 



Page 19 

1 t h e i r s i z e does vary. 

2 But as the d r i l l b lock i t s e l f i s mostly 

3 contiguous along i t s n o r t h e r n and southern boundary w i t h i n 

4 i t s own d r i l l b l ock, we f e e l t h a t t h a t footage a l l o c a t i o n 

5 per d r i l l b l o c k i s a f a i r way t o d i s t i n g u i s h the l o c a t i o n 

6 of these w e l l s . 

7 Q. S e t t i n g aside D r i l l E;lock B f o r a moment, i f the 

8 D i v i s i o n c r e a t e s t h i s t r a n s i t i o n area and the f l e x i b i l i t y 

9 of w e l l d e n s i t y , how many a d d i t i o n a l i n - f i l l w e l l s would 

10 be i n the p r o j e c t area? 

11 A. There would be the p o t e n t i a l f o r nine a d d i t i o n a l 

12 w e l l s as a r e s u l t of t h i s . 

13 MR. KELLAHIN: Mr. Examiner, f o r T r a c t B, we're 

14 p r oposing t o keep t h a t i n the p r o j e c t area, but we would 

15 ask t h a t t h e order r e f l e c t t h a t no a d d i t i o n a l w e l l s can be 

16 d r i l l e d i n t h a t t r a c t w i t h o u t f u r t h e r approval from the 

17 D i v i s i o n , which would g i v e us the o p p o r t u n i t y t o examine 

18 i n d e t a i l what's happening i n Colorado versus the 

19 p r o d u c t i o n of the two w e l l s i n New Mexico t o see i f t h e r e 

20 i s any co m p e l l i n g need t o have any more w e l l s . 

21 I t h i n k t h a t ' s probably t he e a s i e s t s o l u t i o n t o 

22 accommodate the dilemma of having a p r o j e c t area and then 

23 having t h i s as one t h a t ' s i n c o n s i s t e n t w i t h our concept. 

24 HEARING EXAMINER: Okay. 

25 MR. KELLAHIN: So again, we'd ask t h a t , stay i n 
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1 t h e p r o j e c t , but Tract B would s p e c i f i c a l l y be noted not 

2 t o have an a d d i t i o n a l w e l l bore s u b j e c t t o f u r t h e r 

3 approvals. 

4 And we would ask t h a t you consider making the 

5 choice up t o the d i s t r i c t o f f i c e i n Aztec as t o the 

6 s p e c i f i c s of how t h a t may be accomplished. 

7 I f you choose not t o g i v e Mr. Heyden t h a t 

8 a u t h o r i t y , we'd ask t h a t you a l l o w us t o come back t o you. 

9 HEARING EXAMINER: Okay. 

10 Q. Mr. Wolfe, l e t ' s t u r n past the t a b u l a t i o n and 

11 l e t ' s look a t the next document. What have you put i n the 

12 e x h i b i t book a t t h i s p o i n t ? 

13 A. This i s a l e t t e r from t he BLM i n support of the 

14 c u r r e n t p r o j e c t area. We r e c e i v e d t h i s l e t t e r a f t e r we 

15 met and discussed t h i s p r o j e c t area w i t h them. 

16 Q. And t h i s i s the l e t t e r you r e f e r r e d t o from 

17 Mr. Lovato a t the BLM? 

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

19 Q. I n a d d i t i o n , have you r e c e i v e d any other l e t t e r s 

20 of support from anyone else? 

21 A. Yes, we have. The ne;xt page, you can see an 

22 e-mail we r e c e i v e d from Mr. Speer i n d i c a t i n g h i s support 

23 of the p r o j e c t area as w e l l . 

24 Q. What i s your understanding o f the Speer i n t e r e s t 

25 i n t h i s p a r t i c u l a r area and i n the p r o j e c t ? 
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1 A. They own i n t e r e s t w i t h i n Federal U n i t s 32 and 8, 

2 32 and 9, and 32 and 7. 

3 Q. Those are the i n t e r e s t s a s s o c i a t e d w i t h u n i t s 

4 operated by C o n o c o P h i l l i p s B u r l i n g t o n ? 

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

6 Q. A f t e r Mr. Speer's l e t t e r , l e t ' s look at a s e r i e s 

7 of documents t h a t you've a t t a c h e d t o the a p p l i c a t i o n . 

8 S t a r t i n g f i r s t w i t h what i s marked as Order R-9055, why 

9 are you showing us t h i s ? 

10 A. This i s the Order t h a t e s t a b l i s h e d the 

11 nonstandard gas p r o r a t i o n u n i t s i n Township 32 n o r t h , 

12 Range 8 West f o r those s e c t i o n s along the s t a t e l i n e . 

13 Q. These would be e s t a b l i s h e d f o r F r u i t l a n d Coal? 

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

15 Q. F o l l o w i n g t h i s order, what have you put i n the 

16 e x h i b i t book, Mr. Wolfe? 

17 A. The next order i s R-922. Again, i t ' s a 

18 nonstandard gas p r o r a t i o n u n i t order f o r the F r u i t l a n d 

19 Coal but f o r Township 32 North, Range 9 West. And t h i s 

20 order does cover a l l those s e c t i o n s along the s t a t e l i n e . 

21 Q. Turning past t h a t order, I f i n d Order R-2046. 

22 Why i s t h i s i n the book? 

23 A. This order i s s i m i l a r t o the f i r s t two except 

24 t h i s i s a Dakota order. For s i m p l i c i t y , t h i s covers — 

25 the reason I'm i n c l u d i n g t h i s i s f o r the coverage of 32 

PAUL BACA PROFESSIONAL COURT REPORTERS 

2db34325-647a-4c52-9115-30520ded12e2 



Page 22 

1 N orth, Range 7 West. 

2 The F r u i t l a n r i Coal was added by d r i l l b l ock, so 

3 t h e r e are v a r i o u s orders per each d r i l l b l o c k . As they 

4 o b t a i n e d — they f o l l o w e d the Dakota d e s i g n a t i o n of a 

5 d r i l l b l o c k — or p r o r a t i o n u n i t s . 

6 The s p e c i f i c orders r e f l e c t i n g t h e l i m i t e d 

7 amount of s e c t i o n s i n 32 and 7 f o r t h i s p r o j e c t area are 

8 R-8995. That covers Sections 10 and 11. And R-9129, t h a t 

9 covers Sections 9 and 10. 

10 Q. Okay. Having made y o u r s e l f knowledgeable about 

11 the ownership i n the nonstandard p r o r a t i o n u n i t s , l e t me 

12 ask you t h i s q u e s t i o n . 

13 I f the D i v i s i o n approves our concept t o d i v i d e 

14 the spacing u n i t i n terms of d e n s i t y where you have two 

15 w e l l s i n the n o r t h e r n p o r t i o n and no more than one i n the 

16 southern p o r t i o n , does t h a t approval d i s r u p t any of the 

17 e q u i t i e s , e i t h e r f o r the p a r t i e s paying or the p a r t i e s 

18 r e c e i v i n g proceeds from w e l l s i n t h a t spacing u n i t ? 

19 A. No. 

20 Q. So r e g a r d l e s s of where the w e l l i s l o c a t e d i n 

21 t he spacing u n i t , t h e y ' r e c o n s o l i d a t e d i n such a way t h a t 

22 t h e i n t e r e s t s owners i n t h a t spiacing u n i t w i l l share i n 

23 t h a t p r o d u c t i o n wherever t h a t w e l l may be i n t h a t spacing 

24 u n i t ? 

25 A. T h a t ' s c o r r e c t . 

PAUL BACA PROFESSIONAL COURT REPORTERS 

2db34325-647a-4c52-9115-30520ded12e2 



Page 23 
1 Q. Let's t u r n t o the Colorado side of the boundary. 

2 A. Okay. 

3 Q. Have you put ref e r e n c e s i n the e x h i b i t book t o 

4 d i r e c t the Examiners t o the corresponding orders of the 

5 Colorado O i l Conservation D i v i s i o n ? 

6 A. Yes, I have. 

7 Q. And you don't have t o d e s c r i b e these i n d e t a i l , 

8 but g e n e r a l l y , t e l l me what i s accomplished by the 

9 insurance of these o r d e r s . 

10 A. These orders a l l o w the incr e a s e or the 

11 a d d i t i o n a l d r i l l i n g of one or two w e l l s up t o 80 acres. 

12 Q. And t h i s corresponds t o the shaded l i g h t green 

13 area t h a t you showed on the e a r l i e r d i s p l a y ? 

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

15 Q. F o l l o w i n g the r e f e r e n c e f o r the Colorado orders, 

16 what have you att a c h e d i n the e x h i b i t book a t t h i s p o i n t ? 

17 A. This i s a copy of our n o t i c e l e t t e r t h a t was 

18 sent out t o a l l the working i n t e r e s t owners t h a t have 

19 i n t e r e s t i n the d r i l l blocks t h a t C o n o c o P h i l l i p s 

20 B u r l i n g t o n Resources operate. I t was a l s o sent t o BP, the 

21 o p e r a t o r of t h a t one t r a c t . 

22 Q. While t h i s i s a l e t t e r I signed, you are the one 

23 t h a t sent these out? 

24 A. Yes. 

25 Q. And the l e t t e r r e f l e c t s t h a t t h e he a r i n g date 
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1 t h i s morning would be on a docket s t a r t i n g 8:15 f o r 

2 today's date? 

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

4 Q. F o l l o w i n g the n o t i c e l e t t e r , do you have a 

5 t a b u l a t i o n of the i n t e r e s t owners t h a t were sent t h i s 

6 n o t i c e ? 

7 A. Yes, I do. No t i c e was sent t o 22 d i f f e r e n t 

8 i n d i v i d u a l s so i n d i c a t e d here on t h i s l i s t . 

9 Q. As you des c r i b e d e a r l i e r , are these names 

10 a s s o c i a t e d w i t h a n o t i c e l i s t e x h i b i t where the t r a c t s are 

11 numbered N-l through N-27? 

12 A. As w e l l as those d r i l l b l ocks w i t h i n the p r o j e c t 

13 area designated A through N. 

14 Q. I t seems l i k e a sho r t l i s t , but these are a l l 

15 the i n t e r e s t owners? 

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

17 Q. F o l l o w i n g the t a b u l a t i o n of the l i s t , what have 

18 you put i n the e x h i b i t book, Mr. Wolfe? 

19 A. These are copies of the c e r t i f i e d r e t u r n m a i l i n g 

20 r e c e i p t s . 

21 Q. Are t h e r e some of these l e t t e r s sent f o r which 

22 you do not yet have a green card back? 

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

24 Q. Subsequent t o sending t he l e t t e r s and not 

25 g e t t i n g a green card, d i d you p e r s o n a l l y make phone c a l l s 
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1 t o a l l the i n t e r e s t owners from which you d i d not get a 

2 green card back? 

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

4 Q. Did you e x p l a i n t o them what you were seeking t o 

5 do? 

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

7 Q. Did you r e c e i v e any o b j e c t i o n s from any of 

8 those? 

9 A. No, s i r . 

10 MR. KELLAHIN: Mr. Examiner, t h a t concludes my 

11 examination of Mr. Wolfe. We move the i n t r o d u c t i o n of the 

12 e x h i b i t s behind h i s E x h i b i t Tab No. 1 

13 HEARING EXAMINER: The e x h i b i t s behind Tab No. 1 

14 w i l l be a d m i t t e d . I t h i n k the l i k e l i h o o d o f me asking a 

15 q u e s t i o n t h a t hasn't already been covered here i s p r e t t y 

16 low, but I d i d have a q u e s t i o n . The A l l i s o n u n i t , who 

17 operates the A l l i s o n u n i t ? 

18 THE WITNESS: B u r l i n g t o n Resource. 

19 HEARING EXAMINER: B u r l i n g t o n ? Okay. And the 

20 32 7, i s who? 

21 THE WITNESS: I b e l i e v e i t ' s B u r l i n g t o n . 

22 HEARING EXAMINER: S t i l l c onsidered B u r l i n g t o n . 

23 THE WITNESS: I b e l i e v e 32, and 9 and 32 and 8 

24 are operated by Conoco. 

25 HEARING EXAMINER: Okay. And they s t a r t w i t h 
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1 t h r e e s e c t i o n s , i s t h a t c o r r e c t , i n Township 32 9, or i s 

2 i t f o u r s e c t i o n s i n -- or f o u r spacing u n i t s i n 32 9? I s 

3 i t o n l y — 

4 THE WITNESS: I n the p r o j e c t area? 

5 HEARING EXAMINER: Yes. 

6 THE WITNESS: H i g h l i g h t e d i n blue, t h e r e are 

7 f o u r s e c t i o n s w i t h i n 32 and — 

8 HEARING EXAMINER: So t h e r e ' s f o u r s e c t i o n s 

9 which are comprised -- or are i r r e g u l a r s e c t i o n s around 

10 320 or so acres per section? 

11 THE WITNESS: Yes, Sections 9 through 12. 

12 HEARING EXAMINER: So t h e r e ' s f o u r of them. 

13 MR. KELLAHIN: Mr. Examiner, i f I may approach 

14 the bench? I have a l a r g e r copy of t h i s e x h i b i t which may 

15 be e a s i e r t o read. I found i t u s e f u l i n not g e t t i n g l o s t . 

16 HEARING EXAMINER: Okay. Thank you. Okay, I 

17 guess I got confused because of the a p p l i c a t i o n . Sections 

18 9 through 12 of 32 9. So t h a t would be f o u r of them. 

19 Okay. Okay, t h i s i s the same — 

20 But as you work your way across, you got f o u r i n 

21 t h a t f i r s t township t o the west, and you got s i x across? 

22 I s t h a t c o r r e c t , s i x of them? I t looks l i k e seven i n 32 

23 8; i s t h a t c o r r e c t ? 

24 THE WITNESS: Yes, s i r . 

25 HEARING EXAMINER: So t h e r e ' s seven spacing 
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1 u n i t s across there? 

2 THE WITNESS: Yes. 

3 HEARING EXAMINER: And what about D r i l l Block J, 

4 i s t h a t — what s e c t i o n i s t h a t ? That's i n Section 12, 

5 then, I guess. 

6 THE WITNESS: I t ' s p r o x i m a t e l y t h e east h a l f of 

7 Sec t i o n 11 and the western o n e - t h i r d of Section 12. 

8 HEARING EXAMINER: Okay, so t h a t one has alr e a d y 

9 been c r e a t e d ; i s t h a t c o r r e c t ? 

10 THE WITNESS: Yes, s i r . 

11 HEARING EXAMINER: I n 1989 or 1990. And i t was 

12 c r e a t e d f o r t h e F r u i t l a n d Coal a l r e a d y . 

13 MR. KELLAHIN: I t was o r i g i n a l l y c r e a t e d f o r t h e 

14 Dakota, and we m i r r o r e d i t f o r the Coal. 

15 HEARING EXAMINER: M i r r o r e d i t f o r the Coal w i t h 

16 these orders t h a t m i r r o r e d the F r u i t l a n d f o r t h e same 

17 d e n s i t y as the — a c t u a l l y , l i t t l e setbacks. 

18 THE WITNESS: Ri g h t . 

19 MR. KELLAHIN: And t h e r e are s e v e r a l of those 

20 examples. I t h i n k t h e r e are at l e a s t f o u r of those t h a t 

21 have crossed over a s e c t i o n l i n e . 

22 HEARING EXAMINER: Yeah. I t looks l i k e D r i l l 

23 Blocks M and N. But somehow t h e i r d i s t r i c t s are able t o 

24 handle t he r e d u c t i o n on t h a t or — We get i n t r o u b l e i n 

25 t he d i s t r i c t sometimes when we t r y t o s p l i t p r o r a t i o n 
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1 u n i t s . But I guess t h i s has alr e a d y been handled. 

2 MR. KELLAHIN: I don't t h i n k t h a t ' s q u i t e r i g h t . 

3 We're not going t o s p l i t the p r o r a t i o n u n i t s , we're going 

4 t o leave the p r o r a t i o n u n i t s alone, but we're going t o 

5 c o n f i n e a d d i t i o n a l w e l l bores so t h a t t h e r e ' s no more than 

6 two i n the n o r t h and one i n the? south. So we're not going 

7 do d i s r u p t the e q u i t i e s i n the spacing u n i t s . 

8 HEARING EXAMINER: The spacing u n i t ' s a l ready 

9 been created? 

10 MR. KELLAHIN: R i g h t . 

11 HEARING EXAMINER: Okay. And then i n the l a s t 

12 township, you j u s t have t h r e e , i s t h a t c o r r e c t , or you 

13 have f o u r t h e r e , L, M, N — 

14 THE WITNESS: Yes, s i r . I t ' s j u s t t h r e e t h e r e , 

15 L, M and N. 

16 HEARING EXAMINER: And these o t h e r s are j u s t f o r 

17 the n o t i c e . That n o t i c e 27, you n o t i c e d everybody on t h a t 

18 s i d e . The people i n Colorado are BP, i t looks l i k e , are 

19 the main ones up t h e r e ; i s t h a t c o r r e c t ? 

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

21 HEARING EXAMINER: And they a l l got n o t i c e d up 

22 t h e r e about t h i s i s s u e . And as f a r as h a n d l i n g D r i l l 

23 Block — you're c a l l i n g i t D r i l l Block 10? 

24 MR. KELLAHIN: I t ' s got a l e t t e r a s s o c i a t e d w i t h 

25 i t , I t ' s B, but i t ' s i n Section 10. 
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1 HEARING EXAMINER: You got two Ls i n the south 

2 h a l f of t h a t , and you j u s t want t h a t t o be i n c l u d e d but 

3 you want i t t o be handled by --

4 MR. KELLAHIN: The D i s t r i c t . And no more w e l l s 

5 can be d r i l l e d w i t h o u t s p e c i a l a pproval from the d i s t r i c t 

6 o f f i c e as t o why t h a t should happen. E i t h e r you can g i v e 

7 i t t o Mr. Heyden, or i f you f e e l necessary, we can come 

8 back t o you. 

9 HEARING EXAMINER: Okay. The a p p l i c a t i o n a l s o 

10 s a i d something about nonstandard l o c a t i o n s being a l s o 

11 approved by Steve Heyden. 

12 MR. KELLAHIN: Maybe the engineer i s b e t t e r able 

13 t o answer i t , but as I understood i t , Mr. Heyden takes t he 

14 p o s i t i o n t h a t i f you enter an e x i s t i n g v e r t i c a l w e l l and 

15 d r i l l i t d i r e c t i o n a l l y , t h e r e i s a p o r t i o n of t h a t l a t e r a l 

16 t h a t w i l l be w i t h i n — t h a t w i l l v i o l a t e t h e c u r r e n t 

17 d e n s i t y f o r the r u l e . 

18 And we have a d i s p l a y t h a t demonstrates some of 

19 that., but my understanding i s t h a t he takes the p o s i t i o n 

20 t h a t a h o r i z o n t a l w e l l bore would v i o l a t e t h e c u r r e n t 

21 d e n s i t y of two w e l l s i n a spacing u n i t , and the simple act 

22 of the r e e n t r y and d i r e c t i n g i t increases t he w e l l count. 

23 So we're t a l k i n g about having f l e x i b i l i t y f o r 

24 Mr. Heyden when he approves these d i r e c t i o n a l w e l l bores 

25 i n a p r o j e c t area t o a l l o w t h a t as an e x c e p t i o n from what 
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1 he would otherwise say was a v i o l a t i o n of the coal-gas 

2 r u l e s . 

3 HEARING EXAMINER: Okay. 

4 MR. KELLAHIN: I n a d d i t i o n , t h e r e may be some 

5 t o p o g r a p h i c a l reason t o move t h a t w e l l bore s l i g h t l y o f f 

6 p a t t e n . Our concept i s t o m a i n t a i n t h e i n t e g r i t y of a 660 

7 setback unless something happens t h a t r e q u i r e s s p e c i a l 

8 e x c e p t i o n f o r t h a t . 

9 But w i t h i n the 660 setback, t h e r e i s s t i l l an 

10 area t h a t r e q u i r e s some movement t h a t c o u l d v i o l a t e the 

11 coal-gas r u l e s as they now e x i s t . 

12 HEARING EXAMINER: And i f you r e e n t e r i t , the 

13 Dakota w e l l s are complete i n the F r u i t l a n d , then i t ' s o f f , 

14 i t ' s c l o s e r than 660, you want the f l e x i b i l i t y t o do t h a t . 

15 MR. KELLAHIN: That's the problem. 

16 HEARING EXAMINER: For Steve Heyden t o approve 

17 t h a t . 

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

19 HEARING EXAMINER: Okay. The PAs i n t h i s 

20 i n s t a n c e -- of course, t h i s i s the end of — these u n i t s 

21 end a t the s t a t e l i n e , I take i t ? 

22 THE WITNESS: Yes, s i r . 

23 HEARING EXAMINER: They don't extend i n t o 

24 Colorado. And these would be the boundaries of the PAs t o 

25 determine whether i t ' s 660 setbacks on the F r u i t l a n d r u l e , 

PAUL BACA PROFESSIONAL COURT REPORTERS 

2db34325-647a-4c52-9115-30520ded12e2 



Page 31 I 

1 as I understand. Okay. j 

2 I t looks l i k e you n o t i c e d everyone around. Did 

3 you expect any k i n d of — d i d you have any d i s c u s s i o n s — j 

4 I know you don't have any f o r m a l p r o t e s t s from anybody, 

5 but d i d you have any d i s c u s s i o n s or concerns from people j 

6 t h a t you would l i k e t o t a l k about? j 

7 THE WITNESS: Well, I discussed i t w i t h s e v e r a l 

8 of the working i n t e r e s t owners, j u s t due t o the com p l e x i t y | 

9 of t h i s p r o j e c t . I t was a l i t t l e hard t o understand j u s t j 

J 

10 from a l e t t e r . But as soon as i t was e x p l a i n e d , t h e r e was | 

11 no k i n d of o p p o s i t i o n , t h e r e was more c l a r i f i c a t i o n . j 

12 HEARING EXAMINER: And even around t h a t D r i l l | 

13 Block 10, t h e r e was nobody t h a t was concerned about t h a t ? j 

14 THE WITNESS: No. 

15 HEARING EXAMINER: Okay. Mr. Warnell? | 

16 MR. WARNELL: Did you contact 100 percent of all I 

17 the i n t e r e s t owners? J 

18 THE WITNESS: Yes. J 

19 HEARING EXAMINER: Even the working i n t e r e s t j 

20 owners, i t looks l i k e ? j 

21 THE WITNESS: Yes. | 

22 MR. BROOKS: Mr. K e l l a h i n , do you have other 

23 witnesses t h a t are going t o t e s t i f y t o these spacing and i 

24 simultaneous d e d i c a t i o n matters t h a t you were j u s t 

25 d i s c u s s i n g w i t h Mr. Jones? J 
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1 MR. KELLAHIN: Yes, s i r , I hope t o have an 

2 engineer t h a t can answer those q u e s t i o n s . 

3 MR. BROOKS: Yeah, because I'm not r e a l c l e a r on 

4 what t he issues are and t h i s witness d i d n ' t r e a l l y cover 

5 i t . So. Okay. 

6 HEARING EXAMINER: Do you use Arc View, i s t h a t 

7 how you draw a l l these n i c e maps? 

8 THE WITNESS: Arc Map, yes, s i r . 

9 HEARING EXAMINER: Arc Map? And i t j u s t sucks 

10 i n your data and p l o t s i t out f o r you? 

11 THE WITNESS: I t r e q u i r e s a l o t of f i n e t u n i n g , 

12 but — 

13 HEARING EXAMINER: Does i t ? 

14 THE WITNESS: Yes, s i r . 

15 HEARING EXAMINER: But i t ' s p r e t t y accurate the 

16 way you've got i t . I t seems t o me t h a t t h e advantage of 

17 C o n o c o P h i l l i p s and B u r l i n g t o n i s you have t h i s g i g a n t i c 

18 data base where you guys can zero i n on the p a r t s of the 

19 San Juan Basin t h a t you want t o . 

20 THE WITNESS: I t does come i n handy. 

21 HEARING EXAMINER: And why i s i t s t i l l separate, 

22 B u r l i n g t o n and Co n o c o P h i l l i p s as f a r as the name goes? 

23 THE WITNESS: As f a r as I know, i t was a — i t ' s 

24 p a r t of the l e g a l arrangement when the two companies 

25 merged. So f o r some time, i t w i l l s t i l l be separate, 
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1 u n f o r t u n a t e l y . 

2 HEARING EXAMINER: Okay. I t w i l l s t i l l be 

3 separate i n a l o t of people's minds f o r e v e r , I'm sure. 

4 Okay. Let's go o f f the r e c o r d and have a break f o r a t 

5 l e a s t t e n minutes. 

6 MR. BROOKS: That's a good idea. 

7 (Note: A break was tciken.) 

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

9 J e f f H a r r i s o n . Mr. H a r r i s o n i s a petroleum g e o l o g i s t . 

10 JEFF HARRISON, 

11 the witness h e r e i n , a f t e r f i r s t b e i ng d u l y sworn 

12 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 : 

13 DIRECT EXAMINATION 

14 BY MR. KELLAHIN: 

15 Q. Mr. H a r r i s o n f o r the r e c o r d , s i r , would you 

16 please s t a t e your name and occupation? 

17 A. J e f f H a r r i s o n . I'm a g e o l o g i s t . 

18 Q. On p r i o r occasions, have you t e s t i f i e d b e fore 

19 t he D i v i s i o n and had your q u a l i f i c a t i o n s as an exper t i n 

20 petroleum geology been accepted, by the D i v i s i o n ? 

21 A. No. 

22 Q. Summarize f o r us your e d u c a t i o n . 

23 A. I graduated i n 1995 w i t h a Bachelor of A r t s i n 

24 Geology from a l i b e r a l a r t s c o l l e g e i n C e n t r a l Maine 

25 c a l l e d Coby College. And I r e c e i v e d a Master's Degree i n 
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1 1999 i n Geology from the U n i v e r s i t y of Texas at A u s t i n . 

2 Q. How long have you bee;n employed by 

3 C o n o c o P h i l l i p s - B u r l i n g t o n ? 

4 A. Approximately two years, but I have a t o t a l of 

5 t e n years i n d u s t r y experience. 

6 Q. Have you caused y o u r s e l f t o have experience w i t h 

7 coal-gas w e l l s i n San Juan Basin? 

8 A. I have, yes. 

9 Q. Have you been assigned by your company as the 

10 g e o l o g i s t i n charge of t h i s p r o j e c t area? 

11 A. Yes, s i r . 

12 Q. As p a r t of t h a t assignment, have you made 

13 y o u r s e l f knowledgeable about the g e o l o g i c components t h a t 

14 are a p p l i c a b l e t o t h i s a p p l i c a t i o n ? 

15 A. Yes, I have. 

16 Q. I n doing so, have you prepared a s e r i e s of 

17 e x h i b i t s t o present t o the Examiner t h i s morning? 

18 A. Yes. 

19 MR. KELLAHIN: We tender Mr. H a r r i s o n as an 

20 e x p e r t petroleum g e o l o g i s t . 

21 HEARING EXAMINER: Mr. H a r r i s o n i s q u a l i f i e d as 

22 an ex p e r t i n geology. 

23 Q. Mr. H a r r i s o n i f y o u ' l l t u r n t o the e x h i b i t book 

24 and look behind E x h i b i t Tab No. 2, I've gone ahead d u r i n g 

25 t he break and numbered your e x h i b i t s . So a f t e r E x h i b i t 
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1 Tab 2,- the cover sheet i s 1, and we go from 1 through 8 

2 when we got done. 

3 But before we look a t your e x h i b i t s , l e t me ask 

4 you some g e n e r a l i z e d questions. When we look at the 

5 r e l a t i o n s h i p of the Coal and gas poo l i n the San Juan 

6 Basin, the D i v i s i o n has designated a p o r t i o n of t h a t p o o l 

7 as what we know as the low p r o d u c t i v i t y area. And t h e r e 

8 i s a l s o a h i g h p r o d u c t i v i t y area. 

9 I n d e a l i n g w i t h t h a t d i f f e r e n c e i n d i s t i n c t i o n , 

10 i n what area are we involved? 

11 A. This would be considered the low p r o d u c t i v i t y 

12 area. We're a b i t n o r t h of the? b e t t e r p r o d u c t i o n . You 

13 can take a look a t the higher p r o d u c t i v i t y area. 

14 Q. When you look a t the F r u i t l a n d geology and look 

15 a t the g e o l o g i c components of your a n a l y s i s , i s t h e r e a 

16 s i m i l a r i t y i n the r e s e r v o i r on the New Mexico side of the 

17 common boundary w i t h the r e s e r v o i r on the Colorado side? 

18 A. I n the v i c i n i t y of t h i s p r o j e c t area and the 

19 scale and di s t a n c e s i n v o l v e d w i t h these s e c t i o n s , t h e r e i s 

20 a l o t of s i m i l a r i t i e s i n the co a l packages on both sides 

21 of the s t a t e l i n e as one might expect. 

22 Q. When you deal w i t h the c o n t i n u i t y o f the 

23 r e s e r v o i r and the c o r r e l a t i o n of the components of the 

24 r e s e r v o i r across the s t a t e l i n e , are you d e a l i n g the w i t h 

25 the same e s s e n t i a l components? 
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1 A. More or l e s s . There are a few s u b t l e t i e s i n 

2 s m a l l e r c o a l packages t h a t come and go, but the major 

3 t r u e - g o i n g packages are c l e a r l y present on both sides of 

4 the s t a t e l i n e . 

5 Q. When you look at t h i s from a s t r u c t u r a l 

6 p e r s p e c t i v e , can you t e l l us g e n e r a l l y where we are 

7 s t r u c t u r a l l y and what t h e i r r e l a t i o n s h i p i s on the 

8 r e s e r v o i r i n Colorado versus t h a t i n New Mexico? 

9 A. I n a general sense, the s t r u c t u r e i s r i s i n g t o 

10 the n o r t h and east. So f o r the most p a r t , e q u i v a l e n t 

11 depths of s p e c i f i c c o a l f o r m a t i o n s are somewhat deeper on 

12 the New Mexico s i d e . 

13 But again, given t h a t we're o n l y t a l k i n g about a 

14 s e c t i o n away, the d i f f e r e n c e s are r e l a t i v e l y s m a l l , on the 

15 order of tens of f e e t versus hundreds of f e e t i n s t r u c t u r e 

16 e l e v a t i o n . 

17 Q. Have you been i n v o l v e d i n d i s c u s s i o n s among 

18 r e p r e s e n t a t i v e s of your company and r e p r e s e n t a t i v e s of the 

19 Bureau of Land Management? 

20 A. Yes. We met w i t h them t o present t he s p i r i t and 

21 the p r e s e n t a t i o n m a t e r i a l s f o r t h i s o r d e r . 

22 Q. As p a r t of your involvement, have you a l s o met 

23 w i t h r e p r e s e n t a t i v e s of the Aztec o f f i c e of the D i v i s i o n ? 

24 A. Yes, we have. We went t o Aztec and spoke w i t h 

25 Steve about t h i s . 
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1 Q. L a t e r on, can you d e s c r i b e or can you e x p l a i n t o 

2 Mr. Brooks the concerns he had about what we are 

3 r e q u e s t i n g i n terms of w e l l l o c a t i o n ? 

4 A. I t h i n k I can have a stab a t t h a t , yes. 

5 Q. As p a r t of your study, have you made a d i r e c t 
6 comparison u s i n g c r o s s - s e c t i o n s of l o g w e l l bores i n 

7 Colorado w i t h those i n New Mexico so we can have a v i s u a l 

8 r e p r e s e n t a t i o n of what the r e s e r v o i r looks l i k e as we 

9 cross the boundary? 

10 A. Yes. I prepared t h r e e s p e c i f i c c r o s s - s e c t i o n s 

11 t h a t span the s t a t e l i n e i n an attempt t o convince you 

12 t h a t t h e producing coal f o r m a t i o n s are very s i m i l a r , i f 

13 not i d e n t i c a l , p e n e t r a t i o n s . 

14 Q. From a g e o l o g i c p e r s p e c t i v e , does i t make sense 

15 t o use what we've des c r i b e d as the p r o j e c t area i n New j 

16 Mexico as a t r a n s i t i o n area so t h a t we can accommodate ] 

17 w e l l bore d e n s i t i e s t o meet c o m p e t i t i o n i n Colorado as 

18 w e l l as not d i s r u p t d e n s i t i e s as we move f a r t h e r i n t o New | 

19 Mexico? j 

20 A. Yes. I t seems l i k e a good s o l u t i o n t o both | 

21 match d e n s i t y a c t i v i t y on the Colorado s i d e , and at the 

22 same time, insulate the remainder of the Fruitland Coal ' 

23 from any s o r t of d e n s i t y changes. I 

24 Q. Let's t u r n s p e c i f i c a l l y t o your e x h i b i t s . 

I 
25 Behind E x h i b i t Tab No. 2, the f i r s t e x h i b i t i s 1, which i s 1 

1 
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1 j u s t t h e cover sheet, and i f y o u ' l l t u r n past t h a t , l e t ' s 1 

2 look a t what's marked as Page 2. And i t says, "San Juan j 

3 Basin g e o l o g i c s e t t i n g . " S 

4 A. What I wanted t o do here was p r o v i d e an o v e r a l l j 

5 p i c t u r e of where the San Juan Basin i s . I t ' s the r e d d i s h ! 

6 colored blob in there. The black outline is an outline \ 

7 more or l e s s of the area t h a t we're speaking about today. I 
8 I f you t h i n k of the shape of the basin, i t ' s 

9 pushed down towards the center, and the c o a l a c t u a l l y 

10 outcrops a l l along i t s r i m . 

11 The f o l l o w i n g image t h a t I ' l l show you i s p r e t t y 

12 much a p i c t u r e of t h a t . I t ' s not e n t i r e l y symmetric, i t ' s 

13 a bowl, and t h i s next s l i d e w i l l show you t h a t . 

14 Q. Let's look at the c r o s s - s e c t i o n a l view. I f 

15 y o u ' l l t u r n t o Page 3. 

16 A. What I've done here i s made a car t o o n t o show 

17 the s t r a t i g r a p h y of the producing f o r m a t i o n s i n the San 

18 Juan Basin. And a l s o , annotated the Colorado/New Mexico 

19 s t a t e l i n e . 

20 This p a r t i c u l a r c r o s s - s e c t i o n goes c o a r s e l y from 

21 the south of the basin t o the n o r t h . And as you can see, 

22 t h i s b a s in i s a l i t t l e b i t asymmetrical. From the south, 

23 the f o r m a t i o n dips f a i r l y s h a l l o w l y . On the n o r t h end, 

24 they've been upwarped a l i t t l e more d r a m a t i c a l l y . 

25 And where we are a t the Colorado and New Mexico 
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1 s t a t e borders, we're t a l k i n g about t h i s i ssue 

2 today, t h i n g s are a l i t t l e b i t more s t e e p l y dipped on t h a t 

3 n o r t h l i m b . 

4 Q. Let's focus on t h a t f o r a moment. 

5 A. Sure. 

6 Q. I f you p r o j e c t the Colorado/New Mexico boundary 

7 down through t h i s schematic, y o u ' l l h i t a p o i n t i n the 

8 F r u i t l a n d Coal where -- I don't see a scale on the d i s p l a y 

9 from l e f t t o r i g h t , but when you go i n t o Colorado, t h e r e 

10 appears t o be a steep u p - s t r u c t u r e p o s i t i o n t o the c o a l i n 

11 Colorado. 

12 A. Yeah. And I w i l l note t h a t I've exaggerated 

13 t h i s diagram a p p r e c i a b l y j u s t f o r the sake of f i t t i n g i t 

14 on the page and s i m p l i f y i n g the: concept of what the 

15 s t r a t i g r a p h y of the subsurface looks l i k e here. 

16 So the d i s t a n c e s i n the h o r i z o n t a l sense are f a r 

17 g r e a t e r than the d i s t a n c e s i n the v e r t i c a l sense. I t ' s 

18 been g r e a t l y exaggerated. 

19 Q. So t h e r e i s not an u p - s t r u c t u r a l advantage t o 

20 w e l l s i n Colorado versus those i n New Mexico i n t h i s 

21 s p e c i f i c area? 

22 A. I t my o p i n i o n , no. Tens of f e e t i s not going t o 

23 l i k e l y make an d i f f e r e n c e . And i n a d d i t i o n , the producing 

24 coals are f a i r l y t i g h t f o r m a t i o n s t h a t r e q u i r e a l o t of 

25 dewatering i n order t o get the gas o f f . And t h a t ' s not 
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1 something t h a t ' s going t o , I t h i n k , have a very 

2 d r a m a t i c a l l y widespread reach i n the sense of being updip 

3 or downdip. 

4 Q. Turn w i t h me t o the d i s p l a y t h a t ' s marked 

5 Page 4. F i r s t of a l l , what are you showing here? 

6 A. I'm a c t u a l l y showing you the P i c t u r e d C l i f f s 

7 r e s e r v o i r . And t o put t h a t i n c o n t e x t , the P i c t u r e d 

8 C l i f f s i s a marine sandstone d i r e c t l y u n d e r l y i n g the 

9 F r u i t l a n d Coal. I t ' s a s l i g h t l y o l d e r f o r m a t i o n . 

10 And the d e p o s i t i o n of the coals t h a t u l t i m a t e l y 

11 became the F r u i t l a n d f o r m a t i o n are very c l o s e l y l i n k e d t o 

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

13 What you see i n the s o r t of l a r g e r image on the 

14 r i g h t s i d e are — i t ' s a cumulative p r o d u c t i o n map from 

15 t he P i c t u r e d C l i f f s . And what t h i s shows you i s t h a t 

16 o v e r a l l , t h e r e i s a very s t r o n g northwest/southeast t r e n d 

17 of how these beach sands, these? marine sandstones were 

18 d e p o s i t e d . 

19 And the reason I l i n k t h i s t o the F r u i t l a n d i s , 

20 they were the e q u i v a l e n t c o n t i n e n t a l d e p o s i t s t h a t 

21 f o l l o w e d the P i c t u r e d C l i f f s d e p o s i t i o n . And what 

22 happened i n the San Juan Basin i n the l a t e cretaceous i s 

23 t h a t sea l e v e l was p r o g r e s s i v e l y lowered. 

24 And what happened i s t h a t northwest t r e n d i n g 

25 P i c t u r e d C l i f f s sand s h o r e l i n e progressed n o r t h e a s t e r l y 
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1 i n t o t h e b a s i n . And what f o l l o w e d i t was the c o n t i n e n t a l 

2 swamps of the F r u i t l a n d f o r m a t i o n . So t h e y ' r e very, very 

3 c l o s e l y l i n k e d . 

4 And the p o i n t of the s l i d e i s t o show you t h a t a 

5 long t r e n d , p a r t i c u l a r l y i n the: northwest, t h e r e ' s a 

6 contemporaneous time l i n e of d e p o s i t i o n t h a t ' s f a i r l y 

7 continuous. 

8 There are some d i s c o n t i n u i t i e s t h a t you can see 

9 i n the p r o d u c t i o n of the P i c t u r e d C l i f f s , but over small 

10 scales, i t c o r r e l a t e s p r e t t y w e l l . 

11 Q. Let's t u r n t o S l i d e No. 5. What are you showing 

12 us here? 

13 A. Well , what I showed you bef o r e i s more of a 

14 r e g i o n a l , basin-wide view of how t h i n g s were deposited. 

15 What I want t o do now i s show you s p e c i f i c a l l y logs from 

16 t he s e c t i o n s i n the v i c i n i t y of the s t a t e l i n e area t h a t 

17 span i t i n an attempt t o convince you t h a t the coals are 

18 continuous, and g e o l o g i c a l l y , t h e r e i s not any dramatic 

19 change a t s t a t e l i n e between Colorado and New Mexico. 

20 What I've prepared, I've got t h r e e 

21 c r o s s - s e c t i o n s , and the a c t u a l logs are h i g h l i g h t e d w i t h 

22 green d o t s . They go — 

23 Q. Let me ask you t h i s b e f o r e we leave No. 5. 

24 A. Sure. 

25 Q. I s t h e r e a p a r t i c u l a r reason f o r s e l e c t i n g t h i s 
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1 p o p u l a t i o n of w e l l s i n t h i s c o n f i g u r a t i o n ? 

2 A. There i s . The San Juan Basin i s a very o l d 

3 b a s i n , but the a v a i l a b i l i t y and types of data a v a i l a b l e 

4 can be p r e t t y d i v e r s e . So what I've t r i e d t o do i s d e p i c t 

5 the best set of logs w i t h d e n s i t y curves t o show you the 

6 c o a l s . 

7 U n f o r t u n a t e l y , on the; western end, my d e n s i t y of 

8 data was a l o t more sparse than i t was on the eastern 

9 s i d e . So t h a t ' s c o n t r o l l e d somewhat where I've been able 

10 t o put those c r o s s - s e c t i o n s . 

11 Q. I n summary, are you s a t i s f i e d t h a t these 

12 i l l u s t r a t i o n s are going t o be c h a r a c t e r i s t i c of what t he 

13 Examiner w i l l see g e o l o g i c a l l y as he moves through each of 

14 the nonstandard p r o r a t i o n u n i t s i n the p r o j e c t area? 

15 A. Yes, I am. 

16 Q. Let's t u r n t o the f i r s t one. I f y o u ' l l look a t 

17 S l i d e 6, t h i s i s Cross-section No. 1. 

18 A. I won't belabor these;, but what these are, on 

19 the l e f t - h a n d side of the t r a c t i s a gamma ray, and I've 

20 h i g h l i g h t e d the gamma ray readings t h a t are le s s than 75 

21 API, which i s g e n e r a l l y considered t o be a p r e t t y clean 

22 r e a d i n g . 

23 And on the r i g h t - h a n d s i d e i s a d e n s i t y . And 

24 the d e n s i t y shade you see i n black t h e r e i s h i g h l i g h t i n g 

25 m a t e r i a l s t h a t are less than two grams per cent i m e t e r on 
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1 both d e n s i t i e s , g e n e r a l l y what we use t o i d e n t i f y c o a l s . 

2 And t o a i d i n the i d e n t i f i c a t i o n of one co a l 

3 versus another, I've attempted t o use some c o l o r e d l i n e s 

4 t o h e l p guide your eye, I guess. 

5 I've also annotated the New Mexico and Colorado 

6 s t a t e l i n e here j u s t t o show you where these s i t on each 

7 s i d e . 

8 As I mentioned before i n g e n e r a l , the 

9 l a r g e r , t h i c k e r packages, p a r t i c u l a r l y t h a t one i n s o r t of 

10 a medium green c o l o r , which i s o f t e n the t a r g e t f o r us up 

11 here on the s t a t e l i n e , f a i r l y thorough-going package, 

12 r o u g h l y 20 t o 25 f e e t t h i c k , but even the sm a l l e r , t h i n n e r 

13 coals can o f t e n c o r r e l a t e q u i t e w e l l . 

14 I w i l l note t h a t i n the r i g h t - h a n d most l o g on 

15 t h i s , above t h a t n i c e t h i c k , green marked c o a l , t h e r e i s a 

16 small c o a l j u s t t o i l l u s t r a t e t h a t t h e r e are — these 

17 c o n t i n e n t a l sedimentation environments are more 

18 c o m p l i c a t e d than marine, but i n g e n e r a l , t he l a r g e r 

19 packages are present on both s i d e s . 

20 The subsequent c r o s s - s e c t i o n s t h a t y o u ' l l see 

21 should show you the same r e l a t i o n s h i p s t h a t we've 

22 discussed b e f o r e . 

23 Q. Let's do t h a t . Let's t u r n t o S l i d e No. 7, which 

24 i s going t o be Cross-Section No. 2. 

25 A. And again, t h i s i s the center-most s e c t i o n t h a t 
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1 I've drawn on t h a t b i g map. And here we've got two logs 

2 on the New Mexico s i d e , two logs on the Colorado side i n a 

3 r o u g h l y s o u t h - t o - n o r t h s e c t i o n . 

4 And again, what we see here are f a i r l y 

5 c o n s i s t e n t c o a l packages t h a t are present on both s i d e s . 

6 And I al s o want t o add, these p a r t i c u l a r 
7 c r o s s - s e c t i o n s are hung on s t r u c t u r a l e l e v a t i o n , so i f you 

8 want a f e e l f o r the scale of d i f f e r e n c e i n s t r u c t u r e i n 

9 c o a l packages from one t o the oth e r , t h i s w i l l g i v e you 

10 t h a t impression. 

11 Q- And i f y o u ' l l t u r n now t o S l i d e 8 which i s 

12 Cross-Section No. 3. 

13 A. And again, a f i n a l c r o s s - s e c t i o n here on the 

14 west s i d e , again, showing packages t h a t c o r r e l a t e w e l l , as 

15 w e l l as some a d d i t i o n a l t h i n n e r ones t h a t are d i f f e r e n t i n 

16 each w e l l bore, but on the whole, they c o r r e l a t e f a i r l y 

17 w e l l . 

18 Q. Mr. Ha r r i s o n , l e t ' s s k i p Tab 3 and go t o Tab 4 

19 a t t h i s p o i n t . Tab 4 has t h r e e d i s p l a y s . There's 1, 2, 

20 and 3. 

21 Let me have you address Mr. Brooks' q u e s t i o n 

22 about the s p e c i f i c nature of why we're ask i n g t he D i v i s i o n 

23 t o g i v e the D i s t r i c t approval f o r nonstandard l o c a t i o n s i n 

24 the p r o j e c t area. Set stage f o r us. 

25 A. This i s an example of one of these i r r e l e v a n t 
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1 s e c t i o n s along the s t a t e l i n e where, i f we were t o develop 

2 i t as per the order we've o u t l i n e d today, t h i s i s s o r t of 

3 an example of what we would do, a s i m p l i f i e d case. 

4 And i n t h i s p a r t i c u l a r case, what we're showing 

5 you i n the t r i a n g l e s are e x i s t i n g F r u i t l a n d Coal w e l l s . 

6 And the development scheme t h a t I b e l i e v e we would 

7 consider p r e f e r a b l e from a recovery r a t e and p o t e n t i a l l y 

8 even an economic s t a n d p o i n t , would be t o r e e n t e r the 

9 e x i s t i n g c o a l w e l l and d r i l l a l a t e r a l h o r i z o n t a l w e l l t o 

10 have a much bigger drainage p a t t e r n than we would w i t h a 

11 v e r t i c a l p e n e t r a t i o n . 

12 The issues we've run i n t o i n the past i s t h a t 

13 when you cross -- For example, i n a q u a r t e r s e c t i o n where 

14 you've got two F r u i t l a n d Coal w e l l s , t h e issue has o f t e n 

15 been where you can't d r i l l a h o r i z o n t a l w e l l i n t o the 

16 h a l f — i n t o b a s i c a l l y the q u a r t e r t h a t t h e e x i s t i n g o l d e r 

17 c o a l w e l l was i n . 

18 And from our p e r s p e c t i v e , the longer the 

19 h o r i z o n t a l w e l l we w i t h can d r i l l , the b e t t e r . We f u l l y 

20 i n t e n d t o honor whatever setbacks, but we would p r e f e r t o 

21 be able t o a d m i n i s t r a t i v e l y handle these types of 

22 h o r i z o n t a l w e l l s f a c i n g exceptions l o c a l l y w i t h o u t making 

23 the t r i p t o see you guys every time we need t o do t h a t . 

24 This i s i n c r e a s i n g l y a p r e f e r a b l e way f o r us t o 

25 complete w e l l s i n t h i s f o r m a t i o n and in c r e a s e b a s i c a l l y 
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1 r a t e s and improved drainage p a t t e r n s . 

2 Q. Were t h e r e any other concerns Mr. Heyden 

3 expressed t o you i n h i s d e s i r e t o have f l e x i b i l i t y i n h i s 

4 approvals so t h a t he could accommodate these s i t u a t i o n s ? 

5 A. His b i g g e s t concern, I b e l i e v e , was t h a t we 

6 honor setbacks and not put any c o r r e l a t i v e r i g h t s at 

7 i s s u e . But he was comf o r t a b l e , I b e l i e v e , 

8 a d m i n i s t r a t i v e l y h a n d l i n g t h i s type of an exc e p t i o n f o r 

9 h o r i z o n t a l d r i l l i n g . 

10 Q. I s some of t h i s d i f f i c u l t y generated by the f a c t 

11 t h a t these are odd c o n f i g u r e d s e c t i o n s such t h a t when we 

12 look a t c o n v e n t i o n a l nomenclature and then pose the 

13 nonstandard p r o r a t i o n u n i t on t o p of t h a t , you're going t o 

14 come t o a p o i n t where you're i n c o n s i s t e n t w i t h p o o l r u l e s 

15 i n terms of setbacks? 

16 A. That's the case i n some i n s t a n c e s , yes. 

17 Q. Turn past Tab 4, Page 1, and look at 2 and 3 f o r 

18 me so we can give the Examiner a more complete 

19 p r e s e n t a t i o n of your h y p o t h e t i c a l here. 

20 A. Sure. These are b a s i c a l l y t he p l a t s a s s o c i a t e d 

21 w i t h the a c t u a l w e l l s i n our example here. I'm not 

22 extremely f a m i l i a r w i t h the p l a t s t o e x p l a i n them i n g r e a t 

23 d e t a i l , but what they were int e n d e d were t o show the 

24 l o c a t i o n s of the e x i s t i n g w e l l s r e l a t i v e t o our cartoon 

25 schematic j u s t as an example. This i s a r e a l l i f e example 
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1 of what we were p l a n n i n g on doing. 

2 MR. KELLAHIN: Mr. Examiner, t h a t concludes my 

3 examination of Mr. H a r r i s o n . We would move the 

4 i n t r o d u c t i o n of the e x h i b i t s found behind E x h i b i t t a b No. 

5 2, which are numbered 1 through 8. I'm s o r r y , I s a i d t h a t 

6 wrong. E x h i b i t Tab 2, Pages 1 through 8, and E x h i b i t Tab 

7 4, Pages 1 through 3. 
8 HEARING EXAMINER: E x h i b i t Tab 2, Pages 1 

9 through 8, and E x h i b i t Tab 4, Pages 1 through 3. 

10 Mr. Ha r r i s o n , l e t ' s go back t o 2 r e a l q u i c k l y 

11 here. The second page -- a c t u a l l y , the t h i r d page, I 

12 guess, t he T i t u s 2005, what e l s e d i d you add t o t h a t ? 

13 THE WITNESS: This i s a c t u a l l y a s l i d e I took 

14 d i r e c t l y from p r e s e n t a t i o n s we made b e f o r e . T i t u s was an 

15 employee f o r B u r l i n g t o n N a t u r a l Resources. He's no longer 

16 w i t h the company. They used one of our techs t h a t d r a f t e d 

17 t h i s f o r us. 

18 HEARING EXAMINER: Okay. And you show some 

19 coals i n the Gallup around -- around Crown Point? 

20 THE WITNESS: Yeah. I t ' s i n t e r e s t i n g . The 

21 s t o r y of the San Juan Basin has been a repeat of the same 

22 c y c l e over and over. A c t u a l l y , t h e r e ' s coals on top of 

23 t he Dakota, t h e r e ' s coals on top of the Mesa Verde. 

24 They're much les s w e l l developed, t h e y ' r e much t h i n n e r . 

25 L i k e l y the reason f o r t h a t i s , i t s r a t e of 
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1 change or t i m e . Perhaps you had a more grad u a l l o w e r i n g 

2 of sea l e v e l d u r i n g t h e P i c t u r e d C l i f f s t i m e t h a t l e t you 

3 accumulate more organic m a t e r i a l s . 

4 But i t c o u l d a l s o be, i n g e o l o g i c time, t h e r e 

5 had been p e r i o d s where e i t h e r c l i m a t e or b i o l o g y , 

6 d i f f e r e n t types of species have evolved and r e a l l y 

7 bloomed. 

8 HEARING EXAMINER: Okay. 

9 THE WITNESS: But t h e r e are coals a s s o c i a t e d 

10 w i t h the tops of the — Because the Dakota, the Mesa Verde 

11 and the P i c t u r e d C l i f f s are a l l very s i m i l a r shallow 

12 marine sandstones t h a t formed i n the same dance between 

13 sea l e v e l r i s i n g and the d e p o s i t i n g s h e l l s , l i k e the loess 

14 and the magmas, and r e t r e a t i n g , and t h a t sandstone 

15 p r e v a i l i n g out i n t o the basin as i t got sh a l l o w e r . 

16 HEARING EXAMINER: Okay. Did you do your 

17 Masters i n the s t r a t i g r a p h y and sedimentology? 

18 THE WITNESS: I d i d n o t . I s t u d i e d g o l d mines. 

19 HEARING EXAMINER: You seem t o r e a l l y have 

20 p i c k e d up the s o f t drop side of i t . I d i d n ' t know coals 

21 e x i s t e d above the Dakota. 

22 THE WITNESS: They're q u i t e t h i n and maybe not 

23 as continuous, but t h e r e are coals present i n both 

24 P i c t u r e d C l i f f s , Mesa Verde and -- a t t h e tops, behind 

25 them, b a s i c a l l y , the back basin as the s h o r e l i n e 
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1 progressed. 

2 HEARING EXAMINER: Are you guys l o o k i n g any a t 

3 the Mesa Verde coals? 

4 THE WITNESS: I don't b e l i e v e t h e y ' r e t h i n 

5 enough. And the other t h i n g t o keep i n mind i s , t h e y ' r e 

6 b u r i e d s i g n i f i c a n t l y deeper than t h e F r u i t l a n d c o a l s . So 

7 i t ' s q u i t e l i k e l y t h a t a l o t of the gas w i t h i n the Dakota 

8 and the Mesa Verde f o r m a t i o n s are sourced from the c o a l s . 

9 The more you bury i t , t he h o t t e r you expose i t t o 

10 c o n d i t i o n s , t h e more gas y o u ' l l cook out of i t and s t o r e 

11 i n more c o n v e n t i o n a l r e s e r v o i r s t h a t have the coarse base. 

12 HEARING EXAMINER: So the M i n i f e e (phonetic) 

13 c o a l s , you haven't measured the gas content i n those? 

14 THE WITNESS: I'm r e l a t i v e l y new t o the basin 

15 and I focus mostly on the F r u i t l a n d , so I f e e l l i k e I'm 

16 s t i c k i n g my neck out a l i t t l e b i t . 

17 HEARING EXAMINER: That's a l l r i g h t . That's 

18 t o t a l l y o f f t h e s u b j e c t . 

19 THE WITNESS: Sure. 
20 HEARING EXAMINER: And I'm s o r r y about t h a t . 

21 The F r u i t l a n d i n t h i s area, you show on your 

22 c r o s s - s e c t i o n s -- which, by the way, thanks f o r doing the 

23 c r o s s - s e c t i o n s t h i s way, t h a t ' s n i c e w i t h t h e s i m p l i f i e d 

24 gamma rays — t h i s i s n i c e , because huge ones — the huge 

25 ones, i f t h e y ' r e up on the screen t h e y ' r e n i c e , but — I | 
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1 know you can show more d e t a i l on the b i g ones. 

2 On t h i s one, you show a t h i c k F r u i t l a n d Coal i n 

3 the middle. I s t h a t F r u i t l a n d Coal down below t h a t , t h a t 

4 t h i n n e r — 

5 THE WITNESS: I t i s . Where we are here i s an 

6 area what's been commonly c a l l e d the i n n e r tongue. Are 

7 you f a m i l i a r w i t h t h a t concept? 

8 HEARING EXAMINER: No. I always remember the 

9 t h i c k , basal F r u i t l a n d Coal t h a t people — 

10 THE WITNESS: And we're n o r t h of t h a t . This i s 
11 a l i t t l e b i t t h i n n e r . To the south of t h i s i n n e r tongue 

12 i n t e r v a l , i f you look between the lower-most c o a l t h a t ' s 

13 shown i n brown, t h a t brown l i n e , and the one next up which 

14 i s orange, t h a t whole i n t e r v a l t h e r e i s c a l l e d i n n e r 

15 tongue. 

16 And what t h a t r e p r e s e n t s i s a b r i e f p e r i o d where 

17 i n s t e a d of sea l e v e l dropping, i t a c t u a l l y came back f o r 

18 j u s t a s h o r t w h i l e and you had — So o r i g i n a l l y you had 

19 coad l a i d down. You had your P i c t u r e d C l i f f s sands and 

20 then you had your c o a l come i n and your swamp behind i t . 

21 But i t f l o o d e d again. And t h a t i n t e r v a l i n 

22 between t h e r e represents a r e a l l y b r i e f h i a t u s of the sea 

23 l e v e l drop u n t i l t h a t orange coal where i t dropped again 

24 and t h i n g s s t a r t e d p r o r a t i n g out once more. 

25 HEARING EXAMINER: So you have s o r t of almost a 
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1 marine sand between them then? 

2 THE WITNESS: Yeah. Or maybe even a mix. I t 

3 was f i g h t i n g w i t h i t s e l f . You don't see t h i s i n n e r tongue 

4 i n t e r v a l , i t t h i n s t o the south and e v e n t u a l l y goes away, 

5 so t h a t t h a t lower-most brown c o a l becomes the very, very 

6 bottom c o a l . 

7 HEARING EXAMINER: And even seams up i n 

8 Colorado, those were t h i c k , basal coals and — a t l e a s t 

9 maybe over t o the west, f u r t h e r t o the west. 

10 THE WITNESS: Yeah. And keep i n mind t h a t t h i s 

11 i s n ' t a n o r t h / s o u t h s t r i k i n g b a s i n . So i n Colorado, what 

12 you're seeing i s the s t r i p of the f o r m a t i o n t o the 

13 northwest i s p r e t t y s t r o n g n o r t h w e s t / s o u t h e a s t . So t h i n g s 

14 you're seeing i n Colorado i n the western p o r t i o n are going 

15 t o be p r e t t y e q u i v a l e n t t o something t h a t ' s f u r t h e r south. 

16 HEARING EXAMINER: Okay. And then you have 

17 those t h i n n e r coals above i t t h a t can g i v e you some gas. 

18 THE WITNESS: You b e t . 

19 HEARING EXAMINER: Okay. And your t a r g e t f o r a 

20 h o r i z o n t a l would be the t h i c k c o a l i n the middle? 

21 THE WITNESS: I n g e n e r a l . We would o b v i o u s l y 

22 t a r g e t t h a t green h i g h l i g h t e d c o a l , but as r e c e n t l y as 

23 t h i s year, we've been a g g r e s s i v e l y going a f t e r t h i n g s 

24 t h a t ' s been a t s i x f e e t w i t h the d i r e c t i o n a l d r i l l i n g . 

25 HEARING EXAMINER: Really? M u l t i l a t e r a l s or 
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1 j u s t 

2 THE WITNESS: Yeah. To date, I b e l i e v e we've 

3 on l y done two dual l a t e r a l s , a l t hough we are t o y i n g w i t h 

4 t he idea of t r i - l a t e r a l s coming up. 

5 HEARING EXAMINER: Okay. But the l a t e r a l s 

6 you're t a l k i n g about, you have d r i l l e d a v e r t i c a l w e l l and 

7 logged i t and completed i t and then — 

8 THE WITNESS: Our c u r r e n t design, i f we can 

9 r e e n t e r a w e l l bore and the w e l l bore i s a p o o r l y 

10 producing w e l l , t h a t ' s a p r e f e r a b l e method t o do i t , i s t o 

11 r e e n t e r a v e r t i c a l w e l l , set a woodstock, and d r i l l your 

12 h o r i z o n t a l l a t e r a l — or l a t e r a l s i f t h e r e ' s two t a r g e t s . 

13 We al s o have been d r i l l i n g new d r i l l e d w e l l s , 

14 and these designs have a motherboard where you s t a r t o f f 

15 a t the sur f a c e at v e r t i c a l and b u i l d t o 65 degrees, 

16 p e n e t r a t e t h e coals, and then you come up and set your 

17 woodstocks a t your t a r g e t s and d r i l l your h o r i z o n t a l 

18 l a t e r a l s out of t h a t 65 degree h o l e . 

19 HEARING EXAMINER: Oh, wow. Seems l i k e 

20 d i f f i c u l t y when you s t a r t d e a l i n g w i t h d e v i a t e d — I 

21 mean — I don't know. 45 degree w e l l s are dangerous as 

22 f a r as, you know, having problems when you do t h i n g s w i t h 

23 them. But you guys — I guess the technology i s t h e r e now 

24 even i n de p l e t e d r e s e r v o i r s t o d r i l l h o r i z o n t a l --

25 THE WITNESS: Where we've been doing t h i s has 
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1 been f a i r l y h i g h pressure. This i s a low p r o d u c t i v i t y 

2 area. I b e l i e v e the company has plans t o s t a r t t h i s i n 

3 some of the l e s s e r , lower pressured — they c a l l i t the 

4 underpressured envelope. 

5 HEARING EXAMINER: Okay. 

6 THE WITNESS: But we haven't done a n y t h i n g t o 

7 date t o my knowledge. 

8 HEARING EXAMINER: Okay. Well , I guess q u i c k l y , 

9 though, these are the — Are you able t o set a l i n e r i n 

10 those, those — 

11 THE WITNESS: We do. We c u r r e n t l y set 

12 p r e p e r f o r a t e d l i n e r . 

13 HEARING EXAMINER: Oh, okay. 

14 THE WITNESS: And i t ' s plugged w i t h l i t t l e metal 

15 plugs w i t h two shots per f o o t , or something close t o t h a t , 

16 and then they n a i l the plugs out a f t e r the l i n e r i s i n 

17 t h e r e . 

18 HEARING EXAMINER: Okay. Cedar H i l l area, i s 

19 t h a t c l o s e t o here? 

20 THE WITNESS: I don't know f o r c e r t a i n . 

21 HEARING EXAMINER: The area i n Colorado, I 

22 t h i n k , where they d i d the study between the f r a c t u r i n g 

23 versus t he c a v i t a t i n g , the b i g study t o see what was the 

24 best way t o do i t — And I guess i t ' s k i n d of academic now 

25 because the pressures are so low t h a t c a v i t a t i o n can't be 
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1 done any more, but -- Okay. 

2 I t seems Jim Lovato i s k i n d of prodding New 

3 Mexico t o change t h e i r spacing r u l e s here a l i t t l e b i t . I 

4 mean, he k i n d of was the c a t a l y s t here t h a t set t h i n g s 

5 o f f , a t l e a s t i n t h i s area. And I don't know what t h e i r 

6 agenda i s or — but maybe t h a t ' s a good ide a . 

7 The business about two grams per cc t o f i n d 

8 c o a l , i s t h a t -- i n the o l d days, we used 1.75. So — 

9 THE WITNESS: H i s t o r i c a l l y , I b e l i e v e most 

10 o p e r a t o r s had d i f f i c u l t i e s i n matching u l t i m a t e recovery 

11 e x p e c t a t i o n s w i t h such a harsh cut o f f . 

12 HEARING EXAMINER: I n f a c t , I've heard t a l k even 

13 as r e c e n t l y as l a s t month about, l o o s e n i n g the 2.0 c u t o f f 

14 and r a i s i n g t h a t t o something h i g h e r t o t r y t o e x p l a i n the 

15 a c t u a l volumes t h a t we s o r t of t h i n k are t h e r e . 

16 THE WITNESS: I b e l i e v e t h e problem 

17 fundamentally comes from t he i n t e r a c t i o n between p l a s t i c s 

18 and coals t h a t are i n such close p r o x i m i t y here. 

19 HEARING EXAMINER: I was going t o ask you t h a t . 

20 THE WITNESS: Where you l i k e l y got gas t h a t ' s 

21 being produced from c o a l . But you've a l s o got l a r g e 

22 marine sequences below your sandstone r e s e r v o i r s t h a t are 

23 going t o produce gas, as w e l l , as they got b u r i e d . 

24 HEARING EXAMINER: Yeah. 

25 THE WITNESS: So i t gets t o be p r e t t y tough t o 
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1 account f o r e v e r y t h i n g . 

2 HEARING EXAMINER: Have you guys done s i d e w a l l 

3 cores i n coals t h a t were between 1.75 and 2, f o r i n s t a n c e , 

4 or — I n ot h e r words, k i n d of s h a l e l y or higher d e n s i t y — 

5 THE WITNESS: Higher d e n s i t y coals? 

6 HEARING EXAMINER: Higher d e n s i t y , yeah. 

7 THE WITNESS: I b e l i e v e we do have t h a t data. 

8 I'm j u s t not a l l t h a t f a m i l i a r w i t h t h a t . 

9 HEARING EXAMINER: I was j u s t wondering i f you 

10 d i d . So t h a t ' s p r e t t y much a l l the quest i o n s I would 

11 have. 

12 MR. WARNELL: Mr. H a r r i s o n , w h i l e we're here 

13 l o o k i n g a t these c r o s s - s e c t i o n s , your scale down the gamma 

14 ray i s 

15 THE WITNESS: A c t u a l l y , i n t h i s case — I 

16 apo l o g i z e f o r not having i t on t h e r e , I b e l i e v e i t ' s 

17 200 — 0 t o 200, I b e l i e v e , i s what you're seeing here. 

18 MR. WARNELL: And you used a c u t o f f of — 

19 THE WITNESS: And l o o k i n g at t h i s , i t ' s halfway, 

20 so t h a t ' s a c t u a l l y going t o be 100. The standard i s 150 

21 f o r most vendors. 

22 MR. WARNELL: Your c u t o f f was 100 on the gamma 

23 ray, and then 2.0 i n — 

24 THE WITNESS: Ri g h t . I t ' s a wrapping scale, 

25 t o o . So i t ' s coming across again. 
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1 MR. WARNELL: Okay. I was a l i t t l e c u r i o u s as 

2 t o what you d i d from the time you r e c e i v e d your Masters i n 

3 1999 u n t i l 2007 and went t o work f o r B u r l i n g t o n . 

4 THE WITNESS: Sure. I s t a r t e d w i t h P h i l l i p s 

5 Petroleum i n '99 i n Houston. And about a year and a h a l f 

6 l a t e r , P h i l i p s a c q u i r e d ArcoAlaska. And I went up t h e r e 

7 i n 2001 and stayed u n t i l 2005. 

8 I then went t o work i n D a l l a s f o r Pioneer 

9 N a t u r a l Resources f o r two years. And I d i d n ' t r e a l l y l i k e 

10 my assignment as much as I thought I would. So I a c t u a l l y 

11 r e t u r n e d t o my job , my former j o b i n Anchorage i n 2007. 

12 I moved down t o New Mexico i n January of t h i s 

13 year. The p r o j e c t t h a t I worked on i n Alaska had f i n i s h e d 

14 up, so I was l o o k i n g f o r the next assignment. 

15 HEARING EXAMINER: Thank you. Mr. Brooks? 

16 MR. BROOKS: Yeah. I don't r e a l l y understand 

17 what Mr. Heyden's concern i s or what you're doing, even, I 

18 guess, on these l o c a t i o n s . I f I understood what you're 

19 proposing t o do, perhaps I would understand why t h e r e i s a 

20 concern about i t . 

21 The q u e s t i o n of d r i l l i n g a h o r i z o n t a l w e l l , on 

22 the e x h i b i t t h a t i s behind Tab No. 4, the f i r s t one, you 

23 have Option 1 and Option 2, and t h a t ' s suggesting t h a t 

24 you're going t o be d r i l l i n g a h o r i z o n t a l w e l l i n s t e a d of 

25 another v e r t i c a l w e l l . 
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1 THE WITNESS: That's c o r r e c t . 

2 MR. BROOKS: Now, i s t h e r e an e x i s t i n g 

3 h o r i z o n t a l w e l l t h a t could — Does t h a t presume t h a t t h e r e 

4 i s an e x i s t i n g h o r i z o n t a l w e l l i n each q u a r t e r s e c t i o n , 

5 or --

6 THE WITNESS: No. And I apo l o g i z e f o r the black 

7 and w h i t e copies — 

8 MR. BROOKS: No, t h a t ' s okay, I'm j u s t t r y i n g t o 

9 f i g u r e i t o u t . 
10 THE WITNESS: Sure. Sort of what's a c t u a l l y i n 

11 the ground would be the black t r i a n g l e s . And what we j 

12 would propose t o do i n t h i s case would be e i t h e r the 

13 h o r i z o n t a l w e l l represented by the arrow, t h a t i n t h i s 

14 case would be a r e e n t r y . 

15 Or should t h a t not be a v a i l a b l e — and the 

16 reason I say should i t not be a v a i l a b l e , t h e r e are c e r t a i n 

17 c a s i n g s i z e s t h a t you can't r e e n t e r t o d r i l l a l a t e r a l i n . 

18 MR. BROOKS: Yeah. 

19 THE WITNESS: I f t h a t weren't an o p t i o n , we j 

20 would then d r i l l e i t h e r a new h o r i z o n t a l w e l l or a 

21 v e r t i c a l w e l l . 1 

22 MR. BROOKS: These are mostly a l l i r r e g u l a r 

23 s e c t i o n s . The area you've designated here, does t h i s 

24 d e p i c t something t h a t ' s supposed t o be approximately a 640 

25 acre s e c t i o n , or i s i t — 
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1 THE WITNESS: Not at a l l . These are a l l much 

2 s m a l l e r . 

3 MR. BROOKS: Okay. What g e n e r a l l y — Are they 

4 appr o x i m a t e l y 160s — 

5 THE WITNESS: What I'm showing you here i s a 

6 d r i l l b l o c k . So the d r i l l b l o c k would be approximately 

7 320 . 

8 MR. BROOKS: Okay. And so present r u l e s would 

9 a l l o w o n l y one — would a l l o w -— 

10 THE WITNESS: We've a c t u a l l y presented t o you 

11 be f o r e t h i s year f o r the Reese Mesa 101 --

12 MR. BROOKS: Rig h t . 

13 THE WITNESS: And a c t u a l l y , i f I cou l d draw on 

14 your board, I could show you e x a c t l y what the issue i s . 

15 MR. BROOKS: That might be h e l p f u l . Because 

16 I've not r e a l l y got t o what t he issue r e a l l y i s . 

17 THE WITNESS: A b s o l u t e l y . I t ' s a standup d r i l l 

18 b l o c k . And what we had was an e x i s t i n g c o a l w e l l and — 

19 an e x i s t i n g c oal w e l l . And what we were seeking t o do, i s 

20 r e e n t e r t h a t w e l l and d r i l l t o the n o r t h . 

21 MR. BROOKS: Okay. Now, what s i z e d r i l l ? 

22 That's approximately 320 acres. 

23 THE WITNESS: So i t ' s c u r r e n t l y developed on 

24 160, as i t should be. 

25 MR. BROOKS: Okay. 
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1 THE WITNESS: I t was a very underperforming 

2 area. And what we intended t o do was b a s i c a l l y enhance — 

3 t h i s was very poor recovery. This was a l s o very poor 

4 recovery. We could r e e n t e r t h i s one but not t h a t one. 

5 So our concept was t o r e e n t e r t h i s and d r i l l i t , 

6 but we needed a d e n s i t y e x c e p t i o n because we were 

7 b a s i c a l l y c r o s s i n g the n o r t h h a l f of t h a t d r i l l b l o c k . 

8 MR. BROOKS: Yeah. You're going t o keep both 

9 w e l l s ? 

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

11 MR. BROOKS: You have two e x i s t i n g w e l l s i n the 

12 d r i l l b l o c k and you're going t o con t i n u e t o have two 

13 w e l l s , but one of them i s going t o be a h o r i z o n t a l t h a t 

14 p e n e t r a t e s both halves of the --

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

16 c u r r e n t l y what we need an e x c e p t i o n t o do. 

17 MR. BROOKS: I understand t h a t r e q u i r e s a 

18 simultaneous d e d i c a t i o n e x c e p t i o n , as I understand the 

19 r u l e s . And what they do a l o t of — and I thought perhaps 

20 you were p l a n n i n g t h a t , but I gather t h a t ' s not your p l a n . 

21 What they do a l o t of i n the southeast i n the Wolf Camp i s 

22 t o d r i l l two h o r i z o n t a l w e l l s --

23 THE WITNESS: So s o r t of another one down l i k e 

24 t h i s ? 

25 MR. BROOKS: Yeah, d r i l l two h o r i z o n t a l we l l s 
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1 more or l e s s p a r a l l e l t o each other across the e n t i r e 

2 d r i l l b l o c k , and we've always taken t h e p o s i t i o n t h a t t h a t 

3 r e q u i r e d an e x c e p t i o n . But i t wouldn't — I agree w i t h 

4 you — or I agree w i t h Mr. Heyden, i t would r e q u i r e an 

5 ex c e p t i o n under the way the r u l e i s w r i t t e n now t o do t h a t 

6 i f you had two e x i s t i n g w e l l s . 

7 I guess what was c o n f u s i n g me was the shape of 

8 the way t h i s — which probably r e p r e s e n t s the shape of the 

9 way these s e c t i o n s are c o n f i g u r e d --

10 THE WITNESS: Yes. 

11 MR. BROOKS: I was t h i n k i n g of t h i s as being a 

12 640, which i t ' s not. 

13 HEARING EXAMINER: I t ' s a 320. 

14 MR. BROOKS: Yeah. 

15 THE WITNESS: I t s a d r i l l b l o c k , b a s i c a l l y . 

16 MR. BROOKS: So i n e f f e c t , your d i v i s i o n of your 
17 d r i l l b l o c k i n t o q u a r t e r s i s going t o go v e r t i c a l l y across 

18 t h i s diagram t h a t you have on Tab 4. And the Eagle 777 

19 w i l l be i n the west h a l f of the d r i l l b l o c k , the 777S w i l l 

20 be i n the east h a l f , and then the h o r i z o n t a l w i l l 

21 p e n e t r a t e both halves. 

22 THE WITNESS: I d e a l l y , t h e longer you d r i l l , t h e 

23 more economical i t i s f o r you t o do i t . 

24 MR. BROOKS: Okay. But you're not proposing — 

25 of course, a l o t of i t i s i n f e d e r a l u n i t s , so 660 
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1 wouldn't apply i n f e d e r a l u n i t s , unless they were on the 

2 boundary of the u n i t . 

3 THE WITNESS: And we'd seek t o comply w i t h 

4 whatever setbacks — 

5 MR. BROOKS: You're not proposing t h a t the order 

6 make any p a r t i c u l a r approval -- make any k i n d of 

7 p a r t i c u l a r e x c e p t i o n t o the s i x hundred and — 

8 THE WITNESS: A b s o l u t e l y not, no. 

9 MR. BROOKS: Okay. I t h i n k I understand t h i n g s 

10 now. Thank you. 

11 THE WITNESS: Sure. 

12 HEARING EXAMINER: That Reese Mesa 101, was t h a t 

13 an a d m i n i s t r a t i v e order or h e a r i n g order? 

14 THE WITNESS: I t was here, we came here t o see 

15 you guys. 

16 HEARING EXAMINER: Okay. I t ' s an R order. I 

17 can look i t up. Okay. Yeah, I have r u l e s — Correct me 

18 i f I'm wrong, David, the simultaneous d e d i c a t i o n has t o go 

19 t o hearing? 

20 MR. BROOKS: No. I t ' s a d m i n i s t r a t i v e . I t ' s 

21 o r d i n a r i l y done i n Santa Fe. What I understood, t h e y ' r e 

22 proposing t h a t i t be a u t h o r i z e d t o be done by the d i s t r i c t 

23 o f f i c e . 

2 4 HEARING EXAMINER: Okay. Thank you, 

25 Mr. H a r r i s o n . 
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1 MR. KELLAHIN: Mr. Examiner, our next witness i s 

2 going t o be the A p p l i c a n t ' s engineer, Kassadie Gastgeb. 

3 And her e x h i b i t s are behind E x h i b i t Tab No. 3. I've 

4 numbered those e x h i b i t s s p e c i f i c a l l y under Tab No. 3 as 

5 E x h i b i t s 1 through 8. 
6 KASSADIE GASTGEB, 

7 the witness h e r e i n , a f t e r f i r s t being d u l y sworn 

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

9 DIRECT EXAMINATION 

10 BY MR. KELLAHIN: 

11 Q. Ms. Gastgeb, f o r the r e c o r d , would you please 

12 s t a t e your name and occupation? 

13 A. Kassadie Gastgeb, petroleum engineer. 

14 Q. Ms. Gastgeb, have you t e s t i f i e d b e fore the 

15 D i v i s i o n on p r i o r occasions? 

16 A. I have. 

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

18 the a p p l i c a n t s , have you made a study of the e n g i n e e r i n g 

19 components t o the p r o j e c t area? 

20 A. Yes, I have. 

21 Q. And based upon t h a t study, do you have 

22 recommendations f o r the Examiner? 

23 A. I do. 

24 Q. As p a r t of t h a t study, have you prepared a 

25 s e r i e s of s l i d e s t o i l l u s t r a t e your conclusions? 
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1 A. Yes, I have. 

2 MR. KELLAHIN: We tender Ms. Gastgeb as a ex p e r t 

3 r e s e r v o i r engineer. 

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

5 Q. Let's t u r n t o E x h i b i t Tab No. 3. And past the 

6 cover sheet, the f i r s t d i s p l a y I have here i s No. 2, and 

7 i t appears t o be a F r u i t l a n d Coal o r i g i n a l g as-in-place 

8 d i s p l a y . Let me s t a r t o f f , have you and Mr. Ha r r i s o n 

9 worked t o g e t h e r i n s t u d y i n g the p r o j e c t area? 

10 A. Yes, we have. 

11 Q. And i n doing so, have you looked a t h i s g e o l o g i c 

12 i n f o r m a t i o n ? 

13 A. I have. 

14 Q. As a r e s e r v o i r engineer, c o n c e p t u a l l y , how do 

15 you approach what t o do about d e n s i t i e s i n t h i s p r o j e c t 

16 area, what do you do f i r s t ? 

17 A. Well, w i t h the understanding t h a t the geology i s 

18 c o n s i s t e n t across the s t a t e l i n e e s t a b l i s h e d by J e f f , I 

19 wanted t o know a l i t t l e b i t more about our gas i n place t o 

20 see i f i t i s c o n s i s t e n t across t he s t a t e l i n e . So I 

21 c r e a t e d t h i s o r i g i n a l g a s-in-place map. 

22 Q. Okay. Let's look at t h a t map. Give us the 

23 ge n e r a l way t o understand the map and your c o n c l u s i o n s . 

24 A. Okay. O u t l i n e d i n red i s our p r o j e c t area t h a t 

25 we're focused on today. The s t a t e l i n e i s drawn through 
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1 the middle of i t . And you can see n o r t h and south of 

2 t h a t , the gas i n place i s f a i r l y c o n s i s t e n t across the 

3 s t a t e l i n e . 

4 Q. You're aware t h a t the BLM has expressed a 

5 p o t e n t i a l drainage concern r e l a t e d t o the w e l l d e n s i t i e s 

6 i n Colorado versus the c u r r e n t e x i s t i n g w e l l d e n s i t i e s 

7 t h a t we have i n New Mexico along t h i s common•boundary? 

8 A. I am. 

9 Q. And having s a t i s f i e d y o u r s e l f about the gas i n 

10 place, you need t o al s o make sure you're s a t i s f i e d t h a t 

11 you have r e l i a b l e data from which t o make t h i s 

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

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

14 Q. Can we t u r n t o S l i d e 3 and have you t e l l us the 

15 major components of how you d i d your g a s - i n - p l a c e 

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

17 A. So u t i l i z i n g the thicknesses and d e n s i t i e s 

18 p r o v i d e d by our g e o l o g i s t and c a l c u l a t i n g a gas conte n t , 

19 I'm able t o c a l c u l a t e o r i g i n a l gas i n p l a c e . And i n t h i s 

20 p a r t i c u l a r w e l l , we're l o o k i n g a t the Reese Basin No. 8. 

21 And i t ' s l o c a t e d i n Township and Range 32 North, 8 West, 

22 Se c t i o n 12. And I've c a l c u l a t e d the gas i n place about 4 

23 and a h a l f BCF. 

24 And i f you f l i p back t o the p r e v i o u s sheet of 

25 paper we were j u s t l o o k i n g a t , you can o r i e n t y o u r s e l f of 
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1 32 8, Sec t i o n 12, south of the s t a t e l i n e . 

2 And we don't have the s e c t i o n s l a b e l e d on t h e r e , 

3 so i t may be somewhat hard t o d i s t i n g u i s h . But the 

4 township boundaries on here are a l i t t l e b i t b o l d e r . So. 

5 There's — w i t h i n t h a t map, you can k i n d o f see a p u r p l i s h 

6 c o l o r , and t h a t w i l l e x p l a i n t h a t . 

7 Q. When you conduct a gas- i n - p l a c e c a l c u l a t i o n as 

8 an engineer, t h e r e are v a r i o u s d e c i s i o n s you make about 

9 the q u a l i t y of your data? 

10 A. Yes. 

11 Q. Which leads t o the accuracy of your c a l c u l a t i o n ? 

12 A. Yes. 

13 Q. What's your confidence l e v e l about the accuracy 

14 of your data and your assumptions? 

15 A. I'm f a i r l y c o n f i d e n t w i t h t h e data t h a t we used, 

16 p a r t i c u l a r l y the isot h e r m data. We u t i l i z e d f i v e w e l l s 

17 t h a t were w i t h i n t h i s p r o j e c t airea or adjacent t o t h a t , 

18 and so we had core data t h a t we were able t o c a l c u l a t e 

19 w i t h i n t h e parameters. 

20 Q. So f o r the p r o j e c t area, we d i d have good 

21 q u a l i t y data t o work with? 

22 A. We d i d . 

23 Q. Having done t h a t and s a t i s f i e d y o u r s e l f you have 

24 accu ra t e g a s - i n - p l a c e c a l c u l a t i o n s , you have some 

25 e n g i n e e r i n g choices now about how t o ana lyze the d i s p a r i t y 
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1 and low d e n s i t i e s i n Colorado versus what you can do i n j 

2 New Mexico. How then, do you, as an engineer, go about' 

3 d e c i d i n g what, then, t o do? j 

4 A. So I have an understanding t h a t now my gas i n 

5 place i s s i m i l a r across the s t a t e l i n e s , so t h e r e has t o 

6 be some ot h e r c o n t r i b u t i n g f a c t o r t h a t would make the BLM j 

7 t h i n k t h a t we may have an issue: w i t h drainage i n the i 

8 f u t u r e . 

9 And t i m i n g was one t h a t I i n v e s t i g a t e d , as w e l l 

10 as the w e l l d e n s i t y and w e l l count n o r t h o f the s t a t e l i n e j 

11 and south of the s t a t e l i n e . j 

12 Q. When you say t i m i n g , what are you t a l k i n g about? j 

13 A. Our d r i l l i n g campaigns versus Colorado's j 

14 d r i l l i n g campaigns. | 

15 Q. Do you have some d i s p l a y s t h a t would i l l u s t r a t e 

16 t h a t f o r us? 

17 A. I do. I f you t u r n t o the next s l i d e , I b e l i e v e 

18 i t should be No. 4. 

19 Q. Yes. That's what I have, New Mexico Drilling \ 

20 Campaign. Describe f o r us what you're showing. 

21 A. Okay. So on t h i s p a r t i c u l a r p l a t , I've cr e a t e d 

22 a hi s t o g r a m of the w e l l s t o date w i t h i n our p r o j e c t area 

23 i n New Mexico. And t h e r e are general t r e n d s t h a t you can 

24 see from here. 

25 You can see t h a t a m a j o r i t y of our w e l l s i n New ! 
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1 Mexico have been d r i l l e d from '99 t o the present, and t h a t 

2 t o date, we have 25 w e l l s i n the ground. 

3 Q. I n l o o k i n g at t h i s d i s p l a y , i t looks l i k e t h e r e 

4 was s u b s t a n t i a l increased a c t i v i t y i n '05? 

5 A. Yes. 

6 Q. What accounts f o r t h a t ? 

7 A. The 160 acre i n f i l l . 

8 Q. I s t h e r e a p r i c e component t o t h a t a c t i v i t y ? 

9 A. I t ' s the higher gas p r i c e s , as w e l l . 

10 Q. Gene r a l l y d u r i n g t h a t p e r i o d of time, what were 

11 gas p r i c e s ? 

12 A. I wasn't working a t t h a t t i m e , but $10, maybe. 

13 Q. So t h e r e are m u l t i p l e f a c t o r s t h a t t r i g g e r e d t h e 

14 inc r e a s e d a c t i v i t y i n New Mexico? 

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

16 Q. And what d i d you f i n d when you looked a t the 

17 Colorado side of the l i n e i n terms of d r i l l i n g a c t i v i t y ? 

18 A. So understanding New Mexico mainly d r i l l e d from 

19 '99 t o the present, i f you go t o the next page, which 

20 should be l a b e l e d 5, you can see the d r i l l i n g campaigns 

21 w i t h i n Colorado and the w e l l counts and the w e l l d e n s i t i e s 

22 t h e r e . 

23 So i n gene r a l , '99 t o present was when New 

24 Mexico d r i l l e d the m a j o r i t y of t h e i r w e l l s . And you can 

25 see w i t h t h i s histogram t h a t Colorado mainly d r i l l e d t h e i r 
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1 w e l l s up u n t i l 2000. They had the m a j o r i t y of t h e i r w e l l s 

2 i n the ground by 2000. 

3 Q. What does your study show you t o e x p l a i n why 

4 t h e r e i s a s u b s t a n t i a l drop i n w e l l count i n Colorado 

5 a f t e r the year 2000, what e x p l a i n s t h a t ? 

6 A. They had the m a j o r i t y of t h e i r 160 acre w e l l s i n 

7 the ground. 

8 Q. They already d r i l l e d up on t h e i r 160 d e n s i t y ? 

9 A. Yes. 

10 Q. The next s l i d e i s S l i d e 6, and i t appears you're 

11 p u t t i n g both s t a t e s t o g e t h e r ? 

12 A. Yes, t h a t ' s c o r r e c t . So I've o v e r l a i d the 

13 p r e v i o u s two s l i d e s on top of each o t h e r t o emphasize the 

14 p o i n t t h a t our w e l l count i s not t h a t d i f f e r e n t n o r t h and 

15 south of the s t a t e l i n e , i t ' s mainly a t i m i n g issue and 

16 the d r i l l i n g campaigns t h a t occurred. 

17 Q. Okay. Let's t u r n t o S l i d e No. 7. F i r s t of a l l , 

18 b e f o r e you t a l k about the con c l u s i o n s , l e t ' s look a t the 

19 t op p o r t i o n and show me what you've d i s p l a y e d i n blue and 

20 then i n red, what's going on here? 

21 A. So we have the t o t a l w e l l s d r i l l e d t o date 

22 through t i m e , which was also r e f l e c t e d on the previou s 

23 s l i d e s . But you can see t h a t i n g e n e r a l , t o date, we have 

24 25 w e l l s i n the ground on New Mexico, and 28 — or a 

25 l i t t l e l e s s than 30 w e l l s i n Colorado. 
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1 So the w e l l count i s very s i m i l a r t o date. I t 

2 has not been i n the past, but i t i s today. 

3 Q. Let's examine t h a t data and look a t the blocks 

4 of the bottom p o r t i o n of the d i s p l a y . You've got two 

5 b l o c k s , one i s a New Mexico blo c k , and then on the r i g h t 

6 i s the Colorado b l o c k . 

7 A. What I've done i s — 

8 Q. Don't go too f a s t now, so I can make sure I 

9 understand t h i s . S t a r t w i t h the f i r s t row i n each block 

10 and t e l l me what you're doing. 

11 A. Okay. So s t a r t i n g on the l e f t - h a n d s i d e , and 

12 we're l o o k i n g a t New Mexico, i f you take the h i g h l i g h t e d 

13 area i n red t h a t we've o u t l i n e d i n p r e v i o u s s l i d e s of our 

14 area of i n t e r e s t , i n New Mexico, t h e r e ' s a t o t a l acreage 

15 of 4,701 acres. And i n Colorado, we have 5,720 acres 

16 i n c l u d e d i n t h a t area. 

17 Q. Of d e n s i t y ? 

18 A. Yes. 

19 Q. Then when we look a t the c u r r e n t allowed 

20 d e n s i t y , t h a t would be f o r spacing u n i t s i n which you 

21 c o u l d have more w e l l s d r i l l e d under the c u r r e n t r u l e s ? 

22 A. C o r r e c t . 

23 Q. And then we look a t the Colorado side and we can 

24 see what t h e i r d e n s i t y i s allowed. Would you do t h a t f o r 

25 me? 
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1 A. C u r r e n t l y i n Colorado, t h e y ' r e allowed 91 acres 

2 per w e l l . 

3 Q. And t h a t ' s simply averaging out the 80 acre 

4 d e n s i t y concept t o the acreage i n v o l v e d ? 

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

6 Q. I n New Mexico, you're d e a l i n g w i t h e f f e c t i v e 160 

7 d e n s i t i e s ? 

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

9 Q. And you're d i v i d i n g by the acreage number, and 

10 so you're — 

11 A. We're c u r r e n t l y allowed 168 acres per w e l l w i t h 

12 these nonstandard p r o r a t i o n u n i t s . 

13 Q. So under the a n a l y s i s , the c o n c l u s i o n i s what? 

14 A. Colorado has the a b i l i t y t o have a smaller 

15 d e n s i t y w i t h i n t h e i r area n o r t h of the s t a t e l i n e , and we 

16 have a l e s s e r a b i l i t y t o be able t o have t h a t d e n s i t y . 

17 Q. And t h a t ' s simply a f u n c t i o n of the change i n 

18 the r u l e i n Colorado versus what's happened yet i n New 

19 Mexico? 

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

21 Q. The l a s t row i n New Mexico says 112. What does 

22 t h i s mean? 

23 A. Why we're coming be f o r e you guys today i s t o 

24 propose i n c r e a s i n g d e n s i t y on the n o r t h h a l f of these 

25 nonstandard p r o r a t i o n u n i t s i n New Mexico. 
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1 And i f we were s u c c e s s f u l i n e s t a b l i s h i n g an 

2 order f o r t h i s , i t would a l l o w us t o have 112 acres per 

3 w e l l throughout t h a t nonstandard p r o r a t i o n u n i t . That's 

4 the c a l c u l a t i o n of the p r o r a t i o n u n i t , not n e c e s s a r i l y i n 

5 the n o r t h . 

6 Q. So when you look a t the c o l l e c t i v e w e l l s i n 

7 Colorado t h a t serve as p o t e n t i a l c o m p e t i t i o n t o the New 

8 Mexico w e l l s , the t o t a l cumulative gas p r o d u c t i o n i n 

9 Colorado i s ahead of p r o d u c t i o n i n New Mexico? 

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

11 Q. And the reason t h a t ' s occurred i s t h e i r d r i l l i n g 

12 campaign s t a r t e d s u b s t a n t i a l l y e a r l i e r than the one t h a t 

13 occurred i n New Mexico? 

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

15 Q. And at t h i s p o i n t i n time, because of the 

16 d e n s i t y changes i n Colorado, they have the f u t u r e 

17 f l e x i b i l i t y t o add w e l l s t o t h e i r spacing u n i t s ? 

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

19 Q. Have they acted on those? 

20 A. They have not acted on those. And I ' d l i k e t o 

21 show you the next s l i d e t h a t would help i l l u s t r a t e t h a t . 

22 Q. Turn t o S l i d e No. 8. This one i s a small s i z e . 

23 And y o u ' l l have t o bear w i t h me because I f i n d i t 

24 d i f f i c u l t t o read. 

25 A. I t i s hard t o read. 

PAUL BACA PROFESSIONAL COURT REPORTERS 

2db34325-647a-4c52-9115-30520ded12e2 



Page 72 

1 Q. Go slow f o r us and take i t i n pieces and show us 

2 what you're showing. 

3 A. Okay, so t h i s i s a map t h a t we c r e a t e d f o r the 

4 e n t i r e F r u i t l a n d Coal area w i t h i n t h e San Juan Basin. I 

5 zoomed i n on our p r o j e c t area and h i g h l i g h t e d i t i n red. 

6 What i s hard t o read i s our legend, and I t r i e d 

7 t o blow i t up f o r you, and i t w i l l be i n t h e bottom 

8 l e f t - h a n d p o r t i o n of your piece of paper. And a n y t h i n g 

9 t h a t i s black i s an e x i s t i n g w e l l . 

10 Q. Let me ask you t h i s . I f i t ' s b l a c k and i t ' s a 

11 c i r c l e , square, or t r i a n g l e , i t ' s s t i l l an e x i s t i n g w e l l 

12 bore i n the F r u i t l a n d Coal? 

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

14 Q. And whether i t ' s a c i r c l e , a square, or a 

15 t r i a n g l e , i s an i n d i c a t i o n of some of s o r t i n g ? 

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

17 Q. Now, i f I'm l o o k i n g a t new l o c a t i o n s t h a t have 

18 not y e t been d r i l l e d , how do I f i n d them under t h i s c o l o r 

19 code? 

20 A. Okay, so y o u ' l l see s e v e r a l d i f f e r e n t c o l o r 

21 codes. The magenta c o l o r , or red, as i t may show up on 

22 your s l i d e , can i n d i c a t e a w e l l t h a t has been spud, or has 

23 an APD, or an APD t h a t has been su b m i t t e d by us or another 

24 o p e r a t o r . So w i t h i n — 

25 Q. Give us an example. I f you look a t your d i s p l a y 
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1 and look a t the f a r eastern side i n the Colorado s i d e , and 

2 you count over and get t o what I t h i n k i s I can't read 

3 t h a t s e c t i o n . 

4 A. I t ' s 32 7, Section 24. I t ' s i n the n o r t h e a s t 

5 p o r t i o n of t h a t s e c t i o n . 

6 Q. And t h a t ' s s e c t i o n number what now? 

7 A. I t ' s 32 7, Section 24 i n Colorado. You can see 

8 a p i n k t r i a n g l e . That would i n d i c a t e t h a t B u r l i n g t o n 

9 Resources has spud a w e l l and i s not producing i t , but i t 

10 i s i n the ground. 

11 Q. Okay. Now, look t o the south of t h a t which 

12 i s — I s t h a t Section 7? Immediately south of 24 i n New 

13 Mexico. 

14 A. That's 10, I b e l i e v e , 32, 7, Sec t i o n 10. 

15 Q. Okay. I n 10, then, under the concept, you o n l y 

16 have -- you have a stake l o c a t i o n i n the n o r t h h a l f of 

17 t h a t nonstandard u n i t ? 

18 A. I'm u n c e r t a i n as t o where you're l o o k i n g . Okay, 

19 I see. I was over f u r t h e r . I'm s o r r y . Okay. 

20 Q. So what s e c t i o n am I l o o k i n g at? 

21 A. This i s the 32 7 s e c t i o n . 

22 Q. You've got my b i g map. So what am I t r y i n g t o 

23 get to? 

24 A. You're t r y i n g t o get t o Sec t i o n 21. 

25 Q. Okay, Section 21? 
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Yes . 

2 Q. On your coded map here, t h e r e ' s a c o l o r i n 

3 Se c t i o n 21 and i t appears t h a t t h a t i s a l o c a t i o n but not 

4 a d r i l l e d w e l l ? 

5 A. On t h i s p a r t i c u l a r --

6 Q. On the other one. 

7 A. There i s a hollow, magenta c o l o r e d c i r c l e , and 

8 t h a t would i n d i c a t e a nonapproved w e l l t h a t has not been 

9 spud y e t . 

10 Q. That would be the f i r s t w e l l i n the n o r t h h a l f 

11 of t h a t spacing u n i t ? 

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

13 Q. And under your p l a n , you could have yet another 

14 w e l l i n the n o r t h h a l f of t h a t spacing u n i t ? 

15 A. I b e l i e v e we're confused here. 

16 Q. Find the s e c t i o n i n the p r o j e c t area t h a t I'm 

17 t a l k i n g about, Section 20. 

18 A. You're wanting t o look a t t h i s bold? 

19 Q. Yes. That's i n s e c t i o n what? 

20 A. I n Section 7. 

21 Q. I n Section 7, what i s the e x i s t i n g w e l l count? 

22 A. The e x i s t i n g w e l l count i s one r i g h t now, and 

23 y o u ' l l see one black square. 

24 Q • And n o r t h of t h a t l i n e i s a l o c a t i o n t h a t ' s 

25 b e ing d r i l l e d ? 
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1 A. Yes. I t i s a g o l d square. That g o l d square 

2 i n d i c a t e s t h a t we are c u r r e n t l y p u r s u i n g t h a t p r o j e c t . 

3 Q. And t h a t p r o j e c t w e l l would be a w e l l allowed 

4 under the increased d e n s i t y i n Colorado? 

5 A. We're l o o k i n g i n New Mexico. I t ' s t h a t s e c t i o n . 

6 So i t would be c u r r e n t l y — i t ' s f u l f i l l i n g our 160 acre 

7 d r i l l i n g w i t h i n New Mexico. 

8 Q. How about the one i n Colorado? 

9 A. The one i n Colorado would be an increased 

10 d e n s i t y f o r Colorado under t he 80 acre a p p r o v a l . 

11 Q. Okay. I f t h a t w e l l u l t i m a t e l y r e p r e s e n t s 

12 c o m p e t i t i o n i n New Mexico, the approval of your 

13 a p p l i c a t i o n today would gi v e B u r l i n g t o n the f l e x i b i l i t y t o 

14 have y e t another w e l l bore i n Sec t i o n 7 i n New Mexico t o 

15 meet c o m p e t i t i o n t h a t occurred by the w e l l you d r i l l e d i n 

16 Colorado? 

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

18 Q. That's the pl a n , r i g h t ? 

19 A. That i s c o r r e c t . I f you go over t h i s l i n e again 

20 -- t o make sure we're a l l on the same page, i f you were t o 

21 draw a c o n c l u s i o n from t h i s s l i d e from l o o k i n g at the 

22 a c t i v i t y t r a c k i n g w i t h i n t h i s area, you can see on the 

23 n o r t h side of the s t a t e l i n e t h a t we have 80 acre 

24 a p p r o v a l , however, not many o p e r a t o r s are a c t i v e l y 

25 p u r s u i n g t h a t r i g h t now today, and south of the s t a t e 
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1 l i n e , we're t r y i n g t o f u l f i l l our 160 acre approval w e l l s . 

2 Q. And what i s your understanding of the BLM's 

3 concern t h a t caused B u r l i n g t o n and C o n o c o P h i l l i p s t o f i l e 

4 t h i s request? 

5 A. The t i m i n g issue i n which t he w e l l s were d r i l l e d 
6 i s d i f f e r e n t . And so t h e r e f o r e , they are d i f f e r e n t cums 

7 because of the dewatering p e r i o d s a s s o c i a t e d w i t h t h e 

8 F r u i t l a n d Coal. 

9 So n o r t h of the state: l i n e they have dewatered 

10 t h e i r w e l l s , whereas south of the s t a t e l i n e , you're 

11 t r y i n g t o dewater and h i t peat grade and s t u f f . 

12 Q. Would approval of t h i s a p p l i c a t i o n g i v e 

13 C o n o c o P h i l l i p s and B u r l i n g t o n the o p p o r t u n i t y t o d r i l l 

14 necessary drainage p r o t e c t i o n w e l l s i n the event the 

15 Colorado w e l l s a c t u a l l y demonstrated an adverse e f f e c t t o 

16 the New Mexico p r o p e r t i e s ? 

17 A. I t would. 

18 Q. Did Mr. Harrison's t e s t i m o n y r e f l e c t your 

19 understanding of the issue posed by Mr. Heyden w i t h r e g a r d 

20 t o w e l l f l e x i b i l i t i e s and w e l l l o c a t i o n ? 

21 A. Yes, i t d i d , i t addressed t he issue of c r o s s i n g 

22 q u a r t e r s e c t i o n l i n e s . 

23 MR. KELLAHIN: That concludes my examination of 

24 Ms. Gastgeb. We move the i n t r o d u c t i o n of her e x h i b i t s 

25 behind E x h i b i t Tab No. 3 and t h a t would be Pages 1 through 
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1 8 . 

2 HEARING EXAMINER: E x h i b i t Tab 3, Pages 1 

3 through 8, w i l l be admitted. Let me repeat what I t h i n k I 

4 heard, and you can c o r r e c t me i f I'm wrong, i t looks l i k e 

5 you looked a t the gas i n place, and i t was s o r t of s i m i l a r 

6 across the s t a t e l i n e s , but the b i g d i f f e r e n c e i s , the 

7 t i m i n g of the d r i l l i n g . Looks l i k e i t ' s c r e a t e d an 

8 i n e q u i t y i n the revenue — Or m i n e r a l i n t e r e s t owners 

9 south i n New Mexico would be g e t t i n g the bad end of t h i s , 

10 r i g h t ? 

11 THE WITNESS: Not n e c e s s a r i l y . I n the areas 

12 t h a t we have looked a t , t h a t has not occurred t o date. So 

13 as of r i g h t now, we are under the assumption t h a t no 

14 drainage has occurred; no m i n e r a l owner south of the s t a t e 

15 l i n e has been adversely a f f e c t e d because of the 

16 development n o r t h of the s t a t e l i n e . 

17 HEARING EXAMINER: Okay, they haven't been 

18 a f f e c t e d but they might be i n the f u t u r e , i s t h a t — 

19 THE WITNESS: There i s the p o t e n t i a l i n the 

20 f u t u r e . 

21 HEARING EXAMINER: P o t e n t i a l . Okay. So you 

22 t h i n k Mr. Lovato's concerns are v a l i d ? 

23 THE WITNESS: Yes. 

24 HEARING EXAMINER: As a r e s e r v o i r engineer, i s 

25 i t because of the dewatering and the f a c t t h a t the coal 
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1 w i l l desorb more gas n o r t h of the s t a t e l i n e than south 

2 f a s t e r , or do you t h i n k i t w i l l a c t u a l l y l e a d t o — as a 

3 r e s e r v o i r engineer, do you t h i n k i t w i l l a c t u a l l y , i n the 

4 long run, recover more gas on the 80 acre spacing n o r t h 

5 of — 

6 THE WITNESS: North of the s t a t e l i n e ? 

7 HEARING EXAMINER: Yeah, or — you know. 

8 THE WITNESS: I t h i n k a t t h i s time we haven't 

9 concluded whether or not t h e r e w i l l be i n c r e m e n t a l 

10 reserves recovered by t h i s a d d i t i o n a l w e l l w i t h i n New 

11 Mexico w i t h i n our p r o r a t i o n u n i t s . Right now, because our 

12 w e l l s are dewatering, i t ' s extremely hard t o p r e d i c t our 

13 u l t i m a t e recovery and our recovery f a c t o r . 

14 HEARING EXAMINER: Okay. 

15 THE WITNESS: So — 

16 HEARING EXAMINER: You're going t o be c a r e f u l , 

17 i s what you're saying here, which i s f i n e . Do you have 

18 any models t h a t you use f o r coal-gas i n your company, do 

19 you use a c e r t a i n model, or do you guys c o n t r a c t out your 

20 modeling f o r goal-gas? 

21 THE WITNESS: For s i m u l a t i o n ? 

22 HEARING EXAMINER: For s i m u l a t i o n , yes. 

23 THE WITNESS: We are s t a r t i n g t o focus on t h i s 

24 area w i t h s i m u l a t i o n . We haven't g o t t e n t o any 

25 co n c l u s i o n s at t h i s time, though. 
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1 HEARING EXAMINER: What k i n d of model do you 

2 use? 

3 THE WITNESS: We are u s i n g S l i m i r j E c l i p s e 

4 s o f t w a r e . 

5 HEARING EXAMINER: Okay. Not Comet? 

6 THE WITNESS: No. I haven't heard of t h a t . 

7 HEARING EXAMINER: So Mr. Warnell probably knows 

8 more about t h a t , maybe. Your ash content — I saw a 

9 c a l c u l a t i o n f o r ash, and b a s i c a l l y , your o v e r a l l 

10 g a s - i n - p l a c e numbers, you looked a t every one of them. 
11 S p e c i f i c a l l y the ash, what would be a t y p i c a l ash content j 

12 i n t h i s area? I mean — j 

13 THE WITNESS: I would say t h a t t h i s example t h a t | 

14 we've given you i s f a i r l y r e f l e c t i v e of the area. I would 

15 a n t i c i p a t e both d e n s i t i e s , 1.5 t o 1.7, from what I've 

16 seen. 

17 HEARING EXAMINER: Which give s you how much ash j 

18 percent wise? 
i 

19 THE WITNESS: Well, the 1.68 bu l k d e n s i t y i s i n 

20 t he middle of the values I gave, you so i t ' s approximately j 

21 50 percent ash co n t e n t . j 

22 HEARING EXAMINER: Okay. And the core data, you I 

23 s a i d you have core data above and below t he s t a t e l i n e t o j 

24 look at? { 
25 THE WITNESS: A l l of the i s o t h e r m data t h a t I j 
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1 u t i l i z e d was south of the s t a t e l i n e . That was what was 

2 a v a i l a b l e t o me. 

3 HEARING EXAMINER: So when you say core data, 

4 you mean c a n i s t e r data t h a t was sent o f f f o r gas — 

5 THE WITNESS: Yes. 

6 HEARING EXAMINER: The core data, d i d i t a l s o 

7 i n c l u d e whole core data or s i d e w a l l core data? 

8 THE WITNESS: Not t h a t I'm aware o f . 

9 HEARING EXAMINER: Okay. I f t h i s i s approved, 

10 do you t h i n k t h i s w i l l p r o t e c t c o r r e l a t i v e r i g h t s ? 

11 THE WITNESS: At t h i s time I do, yes. 

12 HEARING EXAMINER: Okay. This i s probably not 

13 your area of e x p e r t i s e , but i t might be, the business 

14 about c o a l r e c o v e r i e s k i n d of depends on the compression 

15 and the p i p e l i n e s and, you know, how f a r — Of course, as 

16 a r e s e r v o i r engineer, t h a t would be your b a i l i w i c k . 

17 But i s t h e r e a d i f f e r e n c e up i n Colorado versus 

18 down i n t h i s area w i t h the pressures — p i p e l i n e pressures 

19 or the — Are t h e r e d i f f e r e n t gathers up t h e r e than t h e r e 

20 are down south, i s t h e r e --

21 THE WITNESS: I can speak t o what I know about 

22 New Mexico. I don't know t h a t I know the d e t a i l s of 

23 what — which g a t h e r i n g system the w e l l s n o r t h of the 

24 s t a t e l i n e are going t o . I know t h a t i n 32 8, we have 

25 worked on o p t i m i z i n g our p i p e l i n e system t h e r e so t h a t we 
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1 can o p t i m a l l y produce these w e l l s . 

2 At t h i s time, we have f a i r l y h i g h r e s e r v o i r 

3 pressures t h a t are near v i r g i n . And so, compression i s 

4 not as b e n e f i c i a l as i t i s l a t e r i n the l i f e of the w e l l . 

5 I t i s something t h a t we pl a n on implementing when we h i t 

6 pressures, t h a t would h e l p w i t h t h e p r o d u c t i o n of our 
7 w e l l . 

8 HEARING EXAMINER: Okay. There's one p l o t of 

9 Colorado d r i l l i n g campaign w e l l counts? 

10 THE WITNESS: Yes. 

11 HEARING EXAMINER: You s a i d most o f the w e l l s 

12 have been d r i l l e d by the year 2000. But then toward 2004 

13 through 2007, looks l i k e t h e r e was k i n d of a ramp-up 

14 t h e r e . Do you know what p a r t of t h i s area where those 

15 w e l l s d r i l l e d — You're basing e v e r y t h i n g on an a f f e c t e d 

16 area here, a l l your s t a t i s t i c s ; i s t h a t c o r r e c t ? 

17 THE WITNESS: Yes. 

18 HEARING EXAMINER: And t h a t area was o u t l i n e d i n 

19 the o r i g i n a l -- c o r r e c t me i f I'm wrong — the o r i g i n a l 

20 t e s t i m o n y by the — your l a n d t e s t i m o n y here. 

21 THE WITNESS: I'm not. aware of which p a r t i c u l a r 

22 w e l l s were d r i l l e d from 2004 t o 2007, and I can't i n d i c a t e 

23 i f t h e r e was a t r e n d i n the area where i t happened. 

24 HEARING EXAMINER: Okay. What I was g e t t i n g a t 

25 i s whether Colorado i s s t a r t i n g t o focus on a c e r t a i n 
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1 area, you know, i n t h i s — I n o t i c e d i n the a p p l i c a t i o n , 

2 you had asked f o r t h i s t r a n s i t i o n area t o be expanded i n 

3 the f u t u r e by — I f o r g o t whether you asked f o r i t t o be 

4 expanded by — I'm probably asking something your 

5 a t t o r n e y — but you're asking f o r Steve Heyden t o be able 

6 t o expand i t , or are you asking a d m i n i s t r a t i v e l y f o r i t t o 

7 be expanded, or --

8 MR. KELLAHIN: Any or a l l of the above. 

9 HEARING EXAMINER: Okay. 

10 MR. KELLAHIN: Let me put some co n t e x t t o t h a t . 

11 I f y o u ' l l t u r n t o Tab 1, th e r e ' s a l o c a t o r map. There's 

12 another map. And l e t ' s go t o Map No. 3. That's the one 

13 where Mr. Wolfe had a l l the green c o l o r s i n Colorado. I t 

14 would be Page 3 of E x h i b i t 1. Do you see t h a t ? 

15 HEARING EXAMINER: The one w i t h a l l the bl u e . 

16 Okay, got i t . 

17 MR. KELLAHIN: And you see on the New Mexico 

18 s i d e , t h e r e ' s t h i s area shaded i n blue? 

19 HEARING EXAMINER: Yes. 

20 MR. KELLAHIN: Only the e a s t e r n p o r t i o n of t h i s 

21 i s i n t h i s p r o j e c t area. 

22 HEARING EXAMINER: Okay. 

23 MR. KELLAHIN: The concept, as you can see on 

24 the Colorado s i d e , we have met the dreg d e n s i t y of i n 

25 f i l l s t o 160, and t h a t ' s where the c o m p e t i t i o n i s l i k e l y 
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1 t o occur at t h i s p o i n t . As you move t o the west and are 

2 s t i l l i n the basin, the c o a l p o o l , t h e r e i s an o p p o r t u n i t y 

3 i n Colorado t o change t h e i r r u l e s . 

4 And one o p t i o n f o r you i s t o l e t Mr. Heyden do 

5 what he does w i t h expansion of an e x i s t i n g p o o l ; as w e l l s 

6 are d r i l l e d i n t h a t d i r e c t i o n , j u s t as a matter of 

7 procedure, the pool expand. 

8 HEARING EXAMINER: Okay. 

9 MR. KELLAHIN: That's one concept. Another one 
10 i s t o c r e a t e an a d m i n i s t r a t i v e s o l u t i o n i n t h i s order 

11 where we can f i l e here i n Santa Fe f o r the expansion of j 

12 the p o o l t o meet t h a t c o m p e t i t i o n , i f i t occurs, and t o do 

13 so w i t h o u t having t o come t o h e a r i n g . I f t h e r e i s 

14 opposition, that's another thing. \ 

15 The l a s t way i s t o come back t o a h e a r i n g 

16 f o r m a l l y and ask f o r an expansion. The f i r s t way would | 

17 g i v e us the q u i c k e s t response, the second way i s c e r t a i n l y 

18 f a s t e r than the h e a r i n g approach. I 

19 And the whole idea f o r Mr. Lovato i s t o have the 

20 f l e x i b i l i t y i n the r u l e s t o meet whatever drainage 

21 a c t u a l l y occurs from Colorado's c o m p e t i t i o n . j 

22 HEARING EXAMINER: Okay. Okay, t h a t ' s the 

23 concept. I a p p r e c i a t e t h a t . I got a couple more j 

24 q u e s t i o n s . That spacing u n i t up i n Colorado t h a t looks j 

1 
25 l i k e t h e y ' r e d r i l l i n g t h r e e — looks l i k e t h e y ' r e j 
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1 d r i l l i n g I t h i n k t h a t was i n Colorado, Section 31, i f I 

2 cou l d read i t c o r r e c t l y 

3 THE WITNESS: Yes, 21. 

4 HEARING EXAMINER: 21. Okay. Why are they 

5 doing t h a t ? Do you correspond w i t h those people up there? 

6 THE WITNESS: I am not c e r t a i n who the operator 

7 i s t h e r e , and I'm --

8 HEARING EXAMINER: I s i t Samson? 

9 THE WITNESS: Yes. I b e l i e v e i t i s Samson, but 

10 i t ' s not i d e n t i f i e d on one of our ot h e r maps. 

11 HEARING EXAMINER: That's okay. The g i s t of 

12 what I'm t r y i n g t o -- Why are they doing t h i s , and do you 

13 look a t t h i s as s o r t of an issue t o where you need some 

14 a d d i t i o n a l w e l l s south i n New Mexico? 

15 THE WITNESS: Well, I can speak f o r what we were 

16 doing south of the s t a t e l i n e . A c t u a l l y , t h i s l a s t week, 

17 we TD'ed the w e l l t h a t ' s south of t h e r e . I t i s a dual 

18 l a t e r a l h o r i z o n t a l w e l l going i n t o the n o r t h e a s t . So 

19 we've t r i e d t o o f f s e t what t h e y ' r e doing t o the n o r t h w i t h 

20 t he h o r i z o n t a l w e l l . 

21 HEARING EXAMINER: Okay. 

22 THE WITNESS: The b e n e f i t of a h o r i z o n t a l w e l l 

23 i s , i t ' s not as much of a dewatering p e r i o d , and so we 

24 would a n t i c i p a t e h i t t i n g peak r a t e s f a s t e r than we would 

25 w i t h a v e r t i c a l w e l l . 
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1 HEARING EXAMINER: Okay. So you l i k e these 

2 h o r i z o n t a l w e l l s ? 

3 THE WITNESS: Yes, we do. At the moment. 

4 HEARING EXAMINER: Okay. You l i k e them because, 

5 as a r e s e r v o i r engineer, i t ' s a. b e t t e r a completion i n the 

6 r e s e r v o i r ? 

7 THE WITNESS: I don't, know t h a t i t ' s a b e t t e r 

8 completion, I t h i n k we p e n e t r a t e more of the r e s e r v o i r . 

9 HEARING EXAMINER: More of t h a t one c o a l , 

10 though, r i g h t ? 

11 THE WITNESS: Yes. 

12 HEARING EXAMINER: You're l e a v i n g the others 

13 alone, r i g h t ? 

14 THE WITNESS: With the new d r i l l , we are. I f 

15 we're r e e n t e r i n g an e x i s t i n g w e l l bore, we probably 

16 a l r e a d y have a completion p e n e t r a t i n g a l l the other c o a l s . 

17 HEARING EXAMINER: Okay. So you handled i t t h a t 

18 way? 

19 THE WITNESS: R i g h t . 

20 HEARING EXAMINER: But i t would be a concern, 

21 though, wouldn't i t , i f you d i d n ' t have t h a t v e r t i c a l 

22 completion i n other coals f o r a. f r a c job? 

23 THE WITNESS: I t co u l d be. 

24 HEARING EXAMINER: Okay. I t h i n k t h a t ' s — I 

25 n o t i c e BP i s mostly up t o the n o r t h . And I don't know who 
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1 you correspond w i t h a t BP. Do you know t h e i r r e s e r v o i r 

2 engineer, do you t a l k w i t h them sometimes? 

3 THE WITNESS: I haven't had t e c h n i c a l 

4 d i s c u s s i o n s about what t h e i r s t r a t e g y i s n o r t h of the 

5 s t a t e l i n e . 

6 HEARING EXAMINER: Are they o f f i c e d out of 

7 Houston now, or — 

8 THE WITNESS: Yes, t h a t ' s my understanding. 

9 HEARING EXAMINER: Okay. Do you guys have any 

10 more questions? 

11 MR. BROOKS: Well, I had one conceptual 

12 q u e s t i o n . Given where t h i s i s j u s t a comment, i t ' s not 

13 my q u e s t i o n -- given where the D i v i s i o n -- what's going on 

14 i n the D i v i s i o n — or r a t h e r , not going on i n the D i v i s i o n 

15 now w i t h r e g a r d t o pool maintenance, I'm not sure 

16 Mr. K e l l a h i n ' s suggestion of ado p t i n g an analogous 

17 procedure t o deal w i t h the expansion of t h i s area would be 

18 t he most r a p i d response way of d e a l i n g w i t h i t , but — 

19 h o p e f u l l y , i t w i l l get cleaned up soon. 

20 There's a s t o r y I heard a lo n g time ago. Sounds 

21 l i k e a joke — i t wasn't r e a l l y a joke, but I won't go 

22 i n t o what i t was because t h a t would be a d i g r e s s i o n , but 

23 i t was r e p o r t e d t h a t — so the s t o r y went, t h a t s t u d i e s 

24 showed t h a t i n a t r a i n wreck, the most number of 

25 c a s u a l t i e s occurred i n the back car. And the s o l u t i o n 
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1 t h a t was proposed t o i t was t o remove the back car before 

2 the t r a i n l e f t the s t a t i o n . 

3 I've kept t h i n k i n g about t h a t s t o r y when I've 

4 been l i s t e n i n g t o t h i s p r e s e n t a t i o n , because my que s t i o n 

5 i s , why does t h i s proposed s o l u t i o n do a n y t h i n g other than 

6 simply move the problem one-half m i l e t o the south? I s 

7 t h e r e an e n g i n e e r i n g reason why t h a t ' s why you're not 

8 faced w i t h the same issue since t he t r a n s i t i o n zone goes 

9 up t o the d e n s i t y t h a t would be comparable t o t h a t i n 

10 Colorado? Why ar e n ' t you j u s t moving the problem south? 

11 THE WITNESS: I would say a t t h i s time we are 

12 not able t o a c c u r a t e l y determine what our recovery f a c t o r s 

13 are and we cannot show t h a t t h e r e would be value i n 

14 i n c r e a s i n g d e n s i t y f o r areas south of the s t a t e l i n e 

15 f u r t h e r than what's d i r e c t l y o f f s e t t i n g t h e — 

16 MR. BROOKS: Yes, of course I know t h e r e are 

17 s t u d i e s going on on t h a t s u b j e c t . Some of our people went 

18 up t o Aztec a few weeks ago t o discuss t h a t s u b j e c t . But 

19 what you're saying i s , you're going t o act r e s p o n s i v e l y 

20 o n l y , i s t h a t — t h a t ' s what's proposed, you w i l l d r i l l 

21 these a d d i t i o n a l w e l l s only i f t he Colorado w e l l s are 

22 a c t u a l l y d r i l l e d ; i s t h a t r i g h t ? 

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

24 MR. BROOKS: Okay. And I take i t t h a t i f — My 

25 concern i s t h a t i t seems t o me t h a t i f we a l l o w a g r e a t e r 
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1 d e n s i t y t o a d j u s t f o r Colorado's, then c o n c e p t u a l l y , we 

2 may be making a d i s t i n c t i o n between — we may be a f f e c t i n g 

3 the c o r r e l a t i v e r i g h t s of the people t h a t own i n the 

4 t r a n s i t i o n zone versus the people t h a t own south of the 

5 t r a n s i t i o n zone. 

6 What you're t e l l i n g me i s t h a t you r e a l l y don't 

7 have a handle on t h a t , t h e r e ' s r e a l l y no answer t o i t t h a t 

8 can be given a t t h i s time? 

9 MR. KELLAHIN: I f I may response a f t e r she gets 

10 through? 

11 MR. BROOKS: Okay. 

12 THE WITNESS: I t h i n k the t r a n s i t i o n zone, i t 
13 has the same ownership as what you have w i t h i n the area j 

14 where we are i n c r e a s i n g d e n s i t y . So people w i t h i n the j 

15 t r a n s i t i o n zone a r e n ' t going t o be n e g a t i v e l y a f f e c t e d by j 

16 the inc r e a s e d d e n s i t y i n the n o r t h h a l f of the p r o r a t i o n 

17 u n i t s . | 

18 MR. BROOKS: Okay. 

19 MR. KELLAHIN: I don't t h i n k t h e r e i s a c l e a r , 

20 s o l i d e n g i n e e r i n g answer, i t ' s a p o l i t i c a l s o l u t i o n t o how 

21 t o stop t he dominos from f a l l i n g f u r t h e r i n t o New Mexico. 

22 Here we have a unique p o l i t i c a l s o l u t i o n i n t h a t i 

23 we c o n t r o l nonstandard p r o r a t i o n u n i t s where we can | 

24 g r a d u a l l y t r a n s i t i o n from one d e n s i t y t o another w i t h i n a j 

25 c o n t a i n e r t h a t has the same i n t e r e s t owners. I 

PAUL BACA PROFESSIONAL COURT REPORTERS 

2db34325-647a-4c52-9115-30520ded12e2 



Page 89 

1 And i t ' s a way t o have a b u f f e r as we cre a t e 

2 b u f f e r s f o r other kinds of p r o j e c t s . And we do have 

3 b u f f e r s i n e x i s t e n c e f o r l o t s of t h i n g s where we step back 

4 from a boundary and not push the d e n s i t y r i g h t back t o 

5 back w i t h d i f f e r e n t d e n s i t i e s . 

6 So i t ' s r e a l l y a p o l i t i c a l s o l u t i o n , and we have 

7 the unique o p p o r t u n i t y because of the ownership t o l e t 

8 t h a t occur w i t h i n a s i n g l e spacing u n i t . 

9 MR. BROOKS: And the owners w i t h i n the t i e r of 

10 spacing u n i t s t h a t are i n the t r a n s i t i o n area w i l l have 

11 t h r e e w e l l s — up t o t h r e e w e l l s per spacing u n i t . 

12 MR. KELLAHIN: Ri g h t . Except two of those have 

13 t o be i n the n o r t h e r n p o r t i o n so t h a t t h e southern p o r t i o n 

14 o n l y has one which then keeps --

15 MR. BROOKS: So i t ' s l e s s l i k e l y , presumably, 

16 j u s t on the basis of average general concepts, 

17 c o n c e p t u a l l y l e s s l i k e l y t o a f f e c t the — le s s l i k e l y t o 

18 d r a i n from the u n i t s t o the south. 

19 MR. KELLAHIN: Well, t h a t was the s t r a t e g y and 

20 t he l a c k of d e f i n i t i v e e n g i n e e r i n g data t o demonstrate 

21 t h a t . We c e r t a i n l y know by experience t h a t these are low 

22 c a p a c i t y w e l l s t h a t — There i s a catch-up p e r i o d t h a t we 

23 have. We're not d e a l i n g w i t h immediate drainage issues 

24 where i f a w e l l bore i s i n the ground, you b e t t e r s t a r t 

25 one y o u r s e l f . 
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1 MR. BROOKS: Okay. Very good. Thank you. 

2 HEARING EXAMINER: And those s t a t i s t i c s you 

3 showed, i t was 112 w e l l s — acres per w e l l . So t h a t ' s 

4 k i n d of a — you know, between 160 and the 80. 

5 MR. KELLAHIN: R i g h t . 

6 HEARING EXAMINER: W i t h i n t he New Mexico p o r t i o n 

7 of the area. I don't t h i n k we have any more ques t i o n s . 

8 Do you have a n y t h i n g e l s e you want t o say? 

9 THE WITNESS: I don't t h i n k so. 

10 MR. KELLAHIN: Thank you f o r your t i m e . 

11 HEARING EXAMINER: Thank you a l l f o r coming up 

12 here and p r e s e n t i n g t h i s completely thorough case here. 

13 With t h a t , w e ' l l take Case No. 14355 under advisement. 

14 And t h a t being the l a s t case on t h i s docket, 

15 t h i s docket i s closed. 

16 (Whereupon, the proceedings concluded.) 
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