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WHEREUPON, t h e f o l l o w i n g p r o c e e d i n g s were had a t 

12:35 p.m.: 

EXAMINER CATANACH: C a l l t h e h e a r i n g back t o 

o r d e r , and a t t h i s t i m e I ' l l c a l l Case 12,556, w h i c h i s t h e 

A p p l i c a t i o n o f Conoco, I n c . , t o amend D i v i s i o n Order Number 

R-11,139, Rio A r r i b a County, New Mexico. 

C a l l f o r appearances i n t h i s case. 

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

t h e Santa Fe law f i r m o f K e l l a h i n and K e l l a h i n , a p p e a r i n g 

on b e h a l f o f t h e A p p l i c a n t . I have f o u r w i t n e s s e s t o be 

sworn. 

EXAMINER CATANACH: C a l l f o r a d d i t i o n a l 

appearances. 

MR. KELLAHIN: I n a d d i t i o n , Mr. Examiner, I'm 

a p p e a r i n g on b e h a l f o f B u r l i n g t o n N a t u r a l Resources O i l and 

Gas Company. They s u p p o r t t h e a p p r o v a l o f Conoco's 

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

EXAMINER CATANACH: Can I g e t t h e w i t n e s s e s t o 

p l e a s e s t a n d t o be sworn i n ? 

(Thereupon, t h e w i t n e s s e s were sworn.) 

MR. KELLAHIN: Mr. Examiner, t h e r e c o r d s h o u l d 

a l s o r e f l e c t t h a t t h e Bureau o f Land Management d e s i r e s t o 

make a f o r m a l appearance i n t h i s case. They have s e n t an 

e x p e r t p e t r o l e u m e n g i n e e r t o t e s t i f y i n t h i s case. He i s 

t h e P e t r o l e u m Management Team l e a d e r ; i t ' s Mr. R i c h a r d K. 

STEVEN T. 
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Dembowski. He s p e l l s h i s l a s t name D-e-m-b-o-w-s-k-i. 

And he would l i k e t o make a sworn statement a t the 

conclusion of Conoco's p r e s e n t a t i o n . 

EXAMINER CATANACH: Okay., 

MR. KELLAHIN: With your permission, Mr. 

Examiner, l e t me e x p l a i n why we're back before you. 

On February of 1999, you issued Order R-11,139. 

I t approved Conoco's Basin-Dakota p i l o t i n f i l l p r o j e c t i n 

the San Juan 28-and-7 U n i t . That order was l i m i t e d t o s i x 

i n f i l l w e l l s . 

We're now back before you t o r e p o r t t he s t a t u s of 

the p i l o t p r o j e c t , t o seek your approval t o expand the 

p i l o t t o include the e n t i r e u n i t , t o have you s p e c i f i c a l l y 

a u t h o r i z e nine a d d i t i o n a l i n f i l l p i l o t w e l l s , e i g h t of 

which are at unorthodox l o c a t i o n s , and t o e s t a b l i s h an 

a d m i n i s t r a t i v e process so t h a t we could p o t e n t i a l l y expand 

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

w e l l s i f deemed necessary by Conoco. 

And the pr e s e n t a t i o n w i l l be made i n t h r e e p a r t s . 

We have a land p r e s e n t a t i o n , a geologic p r e s e n t a t i o n , and 

then an update on the status of the engineering work, which 

includes a witness on r e s e r v o i r s i m u l a t i o n . 

And w i t h your permission, w e ' l l c a l l our f i r s t 

witness. Mrs. J e n n i f e r Barber i s the land expert f o r 

Conoco, and s h e ' l l be the f i r s t witness. 

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

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

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mrs. Barber, f o r the record, ma'am, would you 

please s t a t e your name and occupation? 

A. I'm Je n n i f e r Barber, I'm a landman w i t h Conoco i n 

Houston. 

Q. Y o u ' l l have t o speak up. That microphone w i l l 

not a m p l i f y you voice, and there i s a hum i n the heater fan 

over my head, so I can't hear you. 

A. I'm Je n n i f e r Barber, I'm a landman w i t h Conoco i n 

Houston. 

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

Di v i s i o n ? 

A. No, I haven't. 

Q. Summarize f o r us your education and your 

employment experience w i t h regards t o being a petroleum 

landman. 

A. I have a bachelor's degree i n minerals land 

management from the U n i v e r s i t y of Colorado. I've been 

employed w i t h ARCO i n t h e i r Tulsa o f f i c e , Denver o f f i c e , 

Midland o f f i c e , and w i t h Conoco i n Midland and i n Houston. 

Q. You obtained your degree from Colorado i n what 

STEVEN T. BRENNER, CCR 
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year, Mrs. Barber? 

A. 1982. 

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 f o r 

Conoco, are you f a m i l i a r w i t h the ownership and 

c o n f i g u r a t i o n s of the San Juan 28-and-7 Unit? 

A. Yes, I am. 

MR. KELLAHIN: We tender Mrs. Barber as an expert 

petroleum landman. 

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

Q. (By Mr. Ke l l a h i n ) Let me have you t u r n t o what 

i s marked as E x h i b i t 1 and have you i d e n t i f y what we're 

l o o k i n g a t . 

A. This i s a map of the 2 8-7 U n i t showing a l l t he 

c u r r e n t l y e x i s t i n g w e l l s . I n a d d i t i o n , the w e l l s p o t s i n 

s o l i d black are the Dakota w e l l s t h a t were d r i l l e d i n our 

i n i t i a l p i l o t , the w e l l s i n b r i g h t yellow are the nine 

w e l l s t h a t are being proposed i n t h i s p i l o t p r o j e c t . The 

yel l o w border along the i n t e r i o r of the u n i t i s a one-half-

m i l e b u f f e r , showing t h a t a l l nine w e l l s are w e l l w i t h i n 

t h a t boundary. 

Q. The outside edge of the yellow b u f f e r area i s 

contiguous w i t h the outside boundary of t h i s u n i t ; i s t h a t 

not true? 

A. Yes, t h a t ' s t r u e . 

Q. W i t h i n the u n i t , has there been e s t a b l i s h e d a 

STEVEN T. BRENNER, CCR 
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Dakota p a r t i c i p a t i n g area? 

A. Yes, there i s , there's a Dakota p a r t i c i p a t i n g 

area which encompasses the e n t i r e u n i t , w i t h t he exception 

of a 320-acre d r i l l b l o c k i n Section 21 of 27-7 and i n the 

southwest quarter of Section 18 of 27-7. 

Q. The d r i l l b l o c k s w i t h i n the u n i t t h a t are not p a r t 

of the Dakota p a r t i c i p a t i n g area are s u b s t a n t i a l l y removed 

from the a d d i t i o n a l nine p i l o t wells? 

A. Yes, they are. 

Q. A l l r i g h t . Were you responsible f o r p r o v i d i n g 

n o t i f i c a t i o n of t h i s A p p l i c a t i o n t o i n t e r e s t owners? 

A. Yes, I was. 

Q. And how d i d you go about doing t h a t ? 

A. We mailed a copy of the A p p l i c a t i o n t o the 20 

other working i n t e r e s t owners i n the u n i t by c e r t i f i e d 

m a i l . 

Q. Did you receive any o b j e c t i o n from other working 

i n t e r e s t owners w i t h i n the Dakota p o r t i o n of the u n i t ? 

A. No, we d i d not. 

Q. I d e n t i f y f o r us E x h i b i t Number 2. I s t h i s your 

c e r t i f i c a t e ? Oh, I'm sor r y , you have a d i f f e r e n t set here. 

Would you i d e n t i f y E x h i b i t Number 2 f o r us? 

A. I t ' s a c e r t i f i c a t e of m a i l i n g of n o t i c e s t o the 

working i n t e r e s t owners i n the u n i t . 

Q. And attached t o the c e r t i f i c a t e , then, i s the 

STEVEN T. BRENNER, CCR 
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n o t i c e l e t t e r and then copies of the r e t u r n r e c e i p t cards 

f o r those i n d i v i d u a l s or companies f o r which n o t i c e was 

sent? 

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

Q. And i n the absence of a green card, t h e r e are 

copies of the two n o t i f i c a t i o n r e c e i p t s t h a t they were, i n 

f a c t , sent t o those i n d i v i d u a l s ? 

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

MR. KELLAHIN: A l l r i g h t . That concludes my 

examination of t h i s witness, Mr. Examiner. 

We move the i n t r o d u c t i o n of E x h i b i t s 1 and 2. 

EXAMINER CATANACH: E x h i b i t s 1 and 2 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Let's see, Ms. Barber, these are the 2 0 working 

i n t e r e s t owners i n the u n i t ; i s t h a t c o r r e c t ? 

A. Yes, s i r . 

Q. I don't r e c a l l from the l a s t case, but are these 

the same owners t h a t were n o t i f i e d i n the f i r s t case? Do 

you know? 

A. Yes, they are, w i t h the exception of Unocal, who 

so l d t h e i r i n t e r e s t t o B u r l i n g t o n ; they're no longer i n the 

u n i t . But the remainder are the same. 

Q. Okay. The f i r s t time around, we d i d n ' t , as I 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

11_ 

r e c a l l , n o t i c e any r o y a l t y i n t e r e s t owners i n the u n i t ; i s 

t h a t your understanding? 

A. We d i d n o t i f y r o y a l t y and o v e r r i d i n g r o y a l t y 

owners i n the l a s t hearing. 

Q. Okay. And do you know why t h a t wasn't done i n 

t h i s p a r t i c u l a r case? 

A. Well, a l l of the categories of owners w i l l share 

e q u a l l y i n production. 

Q. Okay. With the exception of the n o n p a r t i c i p a t i n g 

acreage i n Sections 18 and 21; i s t h a t c o r r e c t ? 

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

Q. You've chosen t o expand the b u f f e r area t o 

inc l u d e a l l of the acreage i n Section 18 and a l l of the 

acreage i n Section 21, because of t h a t f a c t ? 

A. Yes. 

Q. And we d i d n ' t n o t i c e any o f f s e t operators because 

of the b u f f e r zone t h a t we put i n place; i t doesn't r e a l l y 

have any e f f e c t on the o f f s e t operators; i s t h a t c o r r e c t ? 

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

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

have of the witness, Mr. K e l l a h i n . 

MR. KELLAHIN: A l l r i g h t , thank you. 

Mr. Examiner, our next witness i s Mr. Marc 

Shannon. Mr. Shannon i s a petroleum engineer. He provided 

the engineering testimony a t the f i r s t hearing i n February 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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of 1999. 

MARC SHANNON. 

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

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Shannon, f o r the record, s i r , would you 

please s t a t e your name and occupation? 

A. My name i s Marc Shannon. I'm a s t a f f engineer 

w i t h Conoco i n Houston, Texas. 

Q. Mr. Shannon, you t e s t i f i e d as an expert petroleum 

engineer before the D i v i s i o n a t the o r i g i n a l h earing of 

t h i s case, d i d you not? 

A. I d i d . 

Q. And you continue t o work f o r Conoco i n the 

cap a c i t y of a petroleum engineer responsible, along w i t h 

o t h e r s , f o r t h i s p i l o t p r o j e c t ? 

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

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

engineer. 

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

Q. (By Mr. K e l l a h i n ) Mr. Shannon, l e t ' s take a 

moment and have you t u r n t o E x h i b i t Number 3. Let's use 

t h i s as our l o c a t o r map and have you i d e n t i f y f o r us. 

A. Yes, s i r . E x h i b i t 3 i s a c t u a l l y e x t r a c t e d from 

STEVEN T. BRENNER, CCR 
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the E x h i b i t 1. I t ' s e s s e n t i a l l y the same map, but i t 

covers the area where the proposed p i l o t expansion w e l l s 

are, so we're lo o k i n g at e s s e n t i a l l y the same map, j u s t on 

an expanded basis. 

I draw your a t t e n t i o n , Mr. Examiner, t o the 

southeast quarter of 34. That's the 225E w e l l , which was 

one of the s i x p i l o t w e l l s , and w e ' l l be r e f e r r i n g t o t h a t 

i n a minute. But i t ' s e s s e n t i a l l y the same map. 

Q. Let's use E x h i b i t 3 as a map t o keep us o r i e n t e d 

as t o the various p o r t i o n s of your testimony, Mr. Shannon, 

but l e t ' s go back and r e f r e s h Mr. Catanach's r e c o l l e c t i o n 

of the o r i g i n a l o b j e c t i v e s t h a t you presented t o him back 

i n 1999 f o r the p i l o t p r o j e c t . 

A. Yes, s i r . 

Q. Now, you've done t h i s i n the way of a summary 

fa s h i o n , have you not, so t h a t each of these conclusions 

you're about t o express are i n the form of an e x h i b i t and a 

disp l a y ? 

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

Q. Let's do t h a t by t u r n i n g t o E x h i b i t 4 and t a l k i n g 

about the o r i g i n a l o b j e c t i v e s of the p i l o t . 

A. Okay, E x h i b i t 4 summarizes what Conoco's o r i g i n a l 

o b j e c t i v e s were w i t h the s i x - w e l l p i l o t t h a t i t was granted 

under OCD Order R-11,139. I n t h a t s i t u a t i o n we had 

e s s e n t i a l l y three main o b j e c t i v e s . 

STEVEN T. BRENNER, CCR 
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One was t o determine the proper w e l l d e n s i t y , of 

course, i n the San Juan 28-7 Unit f o r the Basin-Dakota Gas 

Pool. 

Secondly, c a l i b r a t e and r e f i n e the i n i t i a l 

r e s e r v o i r s i m u l a t i o n t h a t we had at the time, which was a 

b i t s i m p l i s t i c because i t was based on the data, of course, 

t h a t we had a t the time. 

And then t h i r d and f i n a l l y was t o share those 

r e s u l t s w i t h the other i n t e r e s t e d p a r t i e s , being mainly the 

working i n t e r e s t owners i n 28-7, one of whom i s B u r l i n g t o n , 

and obviously they've had a l o t of i n t e r e s t i n our work 

here. 

Q. A l l r i g h t , those are the o r i g i n a l o b j e c t i v e s . 

Mr. Catanach issues and approves the order of the o r i g i n a l 

p i l o t , Conoco goes out and d r i l l s the s i x p i l o t w e l l s . 

What were the r e s u l t s ? 

A. Okay, the r e s u l t s w i l l be summarized i n the next 

s i x or seven e x h i b i t s , s t a r t i n g w i t h E x h i b i t 5, which 

summarizes what Conoco experienced w i t h t h a t f i r s t Dakota 

p i l o t , namely s i x w e l l s were d r i l l e d , logged and t e s t e d , 

beginning l a t e 1999, and we concluded t h a t work e a r l i e r 

t h i s year. 

We d i d acquire pressure date from each of the 

w e l l s by zone, which was a l i t t l e more work than what we 

had o r i g i n a l l y , I guess, discussed before t h i s c o u r t l a s t 
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year. 

We d i d take production t e s t s i n each of the 

w e l l s , put each w e l l on production, and we d i d f i n d some 

r e s e r v o i r heterogeneity, and we d i d f e e l t h a t t h e r e was 

some a d d i t i o n a l t e c h n i c a l work warranted, j u s t based on 

those r e s u l t s . 

So i n summary, the data t h a t was taken was very 

u s e f u l , and we have u t i l i z e d t h a t data i n our modeling. 

And a t t h i s j u n c t u r e I guess Conoco i s very pleased w i t h 

the p i l o t r e s u l t s , and we're ready t o move forward w i t h i t . 

Q. Let's t a l k about the type of data t h a t was 

acquired. Let's go t o the t o p i c of the l o g and the c o r i n g 

data t h a t was derived from the o r i g i n a l s i x w e l l s , i f 

y o u ' l l t u r n t o E x h i b i t 6. 

A. Okay, E x h i b i t 6 summarizes our l o g and core 

program. We d i d log the 2 2 5E, which I mentioned e a r l i e r . 

That core was taken through the Twowells, the upper Cubero 

and j u s t the very upper p o r t i o n of the lower Cubero. I t 

was our i n t e n t t o get more core than t h a t , but due t o 

problems w i t h the lower Cubero's s p l i n t e r i n g o f f , we 

weren't able t o get any core, very l i t t l e core, i n the 

lower Cubero. 

We also took approximately a dozen s i d e w a l l cores 

i n the 2 34M i n a l l three of the major horizons. We ran a 

f u l l s u i t e of open-hole logs i n each of the s i x w e l l s , 
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i n c l u d i n g a dual i n d u c t i o n and a set of p o r o s i t y logs. 

Then f i n a l l y , we d i d run three a d d i t i o n a l s p e c i a l type 

logs. One i n p a r t i c u l a r was i n the 2 2 5E where we ran a 

spinner survey. 

Q. Turn t o E x h i b i t 7, Mr. Shannon. Summarize f o r us 

the Conoco core r e s u l t s . 

A. C e r t a i n l y . E x h i b i t 7, we're t a l k i n g about the 

core r e s u l t s i n t h a t 225E w e l l . One f e a t u r e t h a t saw was, 

of course, the n a t u r a l f r a c t u r i n g t h a t we saw p r i m a r i l y i n 

the lower Cubero. The p e r m e a b i l i t y , geometric mean, was 

approximately .007 m i l l i d a r c i e s . 

P o r o s i t i e s d i d vary f a i r l y w i d e l y , 4 t o 10 

percent. I n the upper Cubero and the Twowells i t was 

c l o s e r t o the 8- t o 10-percent range. I n the lower Cubero 

i t was more i n the 4-percent range. So we d i d have some 

range i n p o r o s i t y . 

Water s a t u r a t i o n s also v a r i e d somewhat, from 35 

t o 50 percent, but again i n our main pay sands was more i n 

the 3 5-percent range. 

O v e r a l l , describe the core showing a f a i r l y low-

p e r m e a b i l i t y set of sands, w i t h some hete r o g e n e i t y and some 

recognizable amount of f r a c t u r i n g , but not a s i g n i f i c a n t 

amount of f r a c t u r i n g . 

Q. Let's set aside the core r e s u l t s now and t u r n t o 

E x h i b i t 8 and have you summarize f o r us the r e s u l t s 
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obtained from the pressure t e s t . 

A. Right, E x h i b i t 8 summarizes the pressure t e s t , 

and t h i s i s probably some of the most d e s c r i p t i v e data t h a t 

we acquired. What we saw there was i n the Twowells an 

average of approximately 2 500 p . s . i . Given t h a t the 

o r i g i n a l pressure was i n the 3100- t o 3200-p.s.i. range, 

obviously we're seeing some, a l b e i t modest, amount of 

d e p l e t i o n i n the Twowells. 

Upper Cubero, same s i t u a t i o n , not q u i t e as much 

d e p l e t i o n , w i t h an average of about 2700 p . s . i . 

The lower Cubero saw very l i t t l e d e p l e t i o n , and 

t h a t was c l o s e r t o 2900 p . s . i . on average, so we only saw a 

couple hundred, 3 00 pounds d e p l e t i o n i n t h a t lower Cubero. 

A l l the pressures were taken from bottomhole 

pressure bombs, and we ran m u l t i p l e gauges i n each one of 

these w e l l s . So we have what we b e l i e v e t o be f a i r l y 

accurate pressure data. So we're very pleased w i t h the 

pressure data t h a t we were able t o acquire on a l l s i x 

w e l l s . 

Q. The Dakota Pool w i t h i n the u n i t i s subdivided, i n 

t h i s p o r t i o n of the pool, i n t o these t h r e e layers? 

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

Q. We've got the Twowells, the upper Cubero and the 

lower Cubero. And as a r e s u l t of the pressure now, you 

have i s o l a t e d the pressure d i f f e r e n t i a l s per layer? 
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A. That i s also c o r r e c t . 

Q. And you have t h a t data now? 

A. We have t h a t data. 

Q. Okay. Let's see the r e s u l t s of p r o d u c t i o n from 

the s i x w e l l s , i f y o u ' l l t u r n t o E x h i b i t 9. 

A. Yes, E x h i b i t 9 summarizes the p r o d u c t i o n r e s u l t s , 

which I p e r s o n a l l y found t o be very encouraging t h a t we 

were able t o see these kinds of r a t e s . 

The 3 0-day average IP was approximately 1100 MCF 

per day. That would be the average f o r the 3 0-day p e r i o d 

f o r the s i x w e l l s . 

I n the 60- and 90-day averages, we were seven 

hundred and forty-some MCF per days; and 90 days, 665 MCF 

per day. 

I might add t h a t i n the 60- and 90- day t e s t s we 

only had f i v e w e l l s on production i n the Dakota a t t h a t 

time. One w e l l only went f o r 45 days due t o a mechanical 

problem, so we had t o take the w e l l o f f t e s t . But i n a l l 

cases we saw very s i m i l a r d e c l i n e r a t e s . Obviously, they 

were a l l h y p e r b o l i c declines -- w e ' l l see t h a t i n the next 

e x h i b i t — and we d i d not see any boundaries or unusual 

f l o w behavior i n any of the s i x w e l l s . 

Q. Do you have a d i s p l a y t h a t p l o t s the p r o d u c t i o n 

over time f o r each of the w e l l s i n the i n i t i a l p i l o t phase? 

A. Yes, s i r . 
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Q. Let's t u r n t o t h a t . E x h i b i t 10? 

A. E x h i b i t 10, yes, s i r . E x h i b i t 10, I apologize 

f o r the appearance; i t ' s a busy s l i d e , but i t does show 

g r a p h i c a l l y what I j u s t described i n E x h i b i t 9. 

The longest t e s t t h a t we had was the 225E w e l l , 

which was the w e l l t h a t we cored, and i t went approximately 

230-some days. The s h o r t e s t t e s t , as I mentioned e a r l i e r , 

was the 219M, which was a f a i r l y abbreviated t e s t due t o 

some mechanical problems. 

The reason f o r showing t h i s i s t o simply 

i l l u s t r a t e the hyperbolic nature of the w e l l s and the 

consistency t h a t we saw. Most of the w e l l s l e v e l e d out a t 

approximately 500 MCF per day. 

A couple other quick t h i n g s about t h i s . One, I 

found t h a t production — I t h i n k we a l l f e l t t h a t i t was 

p r e t t y encouraging what we d i d see. And you do see a few 

l i t t l e bobbles i n each one of these w e l l s , and those are 

j u s t p i p e l i n e and system upsets, pressure bobbles. So 

t h a t ' s not r e a l l y the r e s e r v o i r ; i t ' s something t h a t 

happened on the surface. 

Q. I f you go back t o E x h i b i t 1 w i t h me f o r a moment, 

which i s the p l a t t h a t locates the o r i g i n a l s i x p i l o t 

w e l l s , they're the ones shown on t h i s d i s p l a y w i t h the 

black c i r c l e , r i g h t ? 

A. That i s c o r r e c t . 
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Q. And they're g e n e r a l l y s c a t t e r e d through the upper 

t w o - t h i r d s p o r t i o n of the 28-and-7 Unit? 

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

Q. The d e n s i t y p a t t e r n e s t a b l i s h e d f o r the o r i g i n a l 

p i l o t w e l l s provided an o p p o r t u n i t y t o t e s t on the concept 

of one a d d i t i o n a l w e l l , i f you w i l l , t o a 320-acre spacing 

u n i t t h a t contained two. 

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

Q. So we're adding a t h i r d w e l l . And under t h a t 

a n a l y s i s , what conclusions have you reached as a r e s u l t of 

having done the work up t o now? 

A. Okay, i f we can move t o the next e x h i b i t — i t 

would be E x h i b i t 11 — w e ' l l go ahead and address the 

conclusions from t h a t work. 

Number one, as I mentioned e a r l i e r , o b v i o u s l y , we 

took pressure data i n each of the s i x w e l l s and by l a y e r , 

the data which d i d not e x i s t anywhere, a t l e a s t i n our 

u n i t , and I'm not r e a l l y c e r t a i n t h a t t h e r e would be data 

l i k e t h a t anywhere i n the Basin. 

Secondly, we d i d see some d i f f e r e n t i a l d e p l e t i o n , 

a l b e i t f a i r l y modest, i n the Twowells and the upper Cubero, 

and very l i t t l e i n the lower Cubero. 

Production r e s u l t s were g e n e r a l l y encouraging. 

We d i d have some good core data t h a t we've been able t o 

u t i l i z e s . And then f i n a l l y , the acquired data was u t i l i z e d 
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and d i d f i l l i n some gaps i n our understanding i n the 

Dakota. 

Bottom l i n e i s t h i s : We got the data t h a t we had 

gone a f t e r . The data was used t o f u r t h e r our understanding 

and, as I mentioned, f i l l e d i n some of the gaps i n our 

knowledge. And based on the production r a t e s we saw, we're 

very encouraged by t h a t and f e e l t h a t the Dakota i s v i a b l e . 

Q. Was not the o r i g i n a l hypothesis i n February of 

1999 the o p p o r t u n i t y t o t e s t whether or not a d d i t i o n a l 

w e l l s could be d r i l l e d , completed and produced s u c c e s s f u l l y 

i n the Basin-Dakota Pool, at l e a s t w i t h i n the u n i t ? 

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

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

a t l e a s t one a d d i t i o n a l w e l l i s appropriate? 

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

Q. Where do we go from here? 

A. Okay, next step. We can move t o E x h i b i t 12. 

With our new l e a r n i n g and what we b e l i e v e t o be the 

s i t u a t i o n w i t h the Dakota, we would l i k e t o take i t t o what 

I consider t o be a t l e a s t the next most l o g i c a l step, and 

t h a t would be t o look at 80-acre i n f i l l w e l l s again, but on 

a much t i g h t e r , more concentrated area than what we d i d the 

f i r s t go-around. 

And i f we r e f e r back t o the E x h i b i t 1, we can see 

how those w e l l s are arranged i n a s o r t of a r e c t a n g u l a r 
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g r i d , but i n a much smaller area. And what we would l i k e 

t o do next i s t o continue the p i l o t t e s t i n g of 80-acre 

i n f i l l w e l l s , but j u s t on a much smaller basis, much 

smaller area than what we d i d the f i r s t time. 

So i n E x h i b i t 12, as f a r as the o b j e c t i v e s t h e r e , 

one, acquire a d d i t i o n a l data t o f u r t h e r c a l i b r a t e the 

model. And Mr. Boneau w i l l be discussing the model here 

momentarily. 

Secondly, t e s t the economic v i a b i l i t y once again, 

but under a new scenario where w e l l s w i l l be l o c a t e d i n the 

more confined space. 

And then f i n a l l y , continue the ongoing dialogue 

t h a t we have w i t h B u r l i n g t o n and our other working i n t e r e s t 

owners and i n d u s t r y as f a r as the Dakota t e s t i n g i s 

concerned. 

The data requirements are almost e x a c t l y the 

same. We need bottomhole pressure data, and we need f l o w 

r a t e s from the Dakota. 

Q. Describe f o r me, Mr. Shannon, why you s e l e c t e d an 

area around the o r i g i n a l p i l o t w e l l 225 — Yes, i t ' s the 

225E i n Section 34. Why was t h a t selected of the o r i g i n a l 

p i l o t w e l l s t o then take t o the next expansion stage? 

A. There's a c t u a l l y several reasons. I f we look a t 

E x h i b i t 14 j u s t f o r a second, t h a t gets t o t h i s 225E, 

number one, t h a t p a r t i c u l a r area i s a moderate gas-in-place 
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area. I n other words, we have some areas where we have 

more gas i n place, other areas where i t ' s a l i t t l e l e s s . 

But i n t h i s p a r t i c u l a r area we w i l l see a l l t h r e e of the 

main Dakota sands, and the gas i n place was moderate or 

average f o r the area. 

Secondly, the 225E, as I mentioned e a r l i e r , was a 

w e l l t h a t we cored. We had an extensive amount of log s , so 

i t j u s t made sense t o us t o go t o an area where we already 

had some data t h a t we could t i e back t o w i t h the a d d i t i o n a l 

w e l l s . 

Also, i t ' s an area where w e ' l l be able t o access 

the Mesaverde once we've concluded the Dakota t e s t s . I t ' s 

an area where we were able t o access most of the l o c a t i o n s 

w i t h e x i s t i n g road, and t h a t was important. 

And then f i n a l l y , as Ms. Barber a t t e s t e d t o a 

moment ago, the Mesaverde and Dakota PAs cover t h i s area. 

So when we do go t o the Mesaverde, i t w i l l a lso be i n the 

Mesaverde p a r t i c i p a t i n g area. 

So we had several reasons f o r s e l e c t i n g t h i s 

area. 

I might add, we d i d look a t other areas. We 

looked at o f f s e t t i n g each of these p i l o t w e l l s , and t h i s 

p a r t i c u l a r area around 225E seemed t o meet a l l of the 

c r i t e r i a t h a t we had. 

Q. I f the Examiner approves the f u r t h e r expansion, 
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by what method, then, are you going t o t e s t the o p p o r t u n i t y 

t o prove your hypothesis about the necessity f o r f u r t h e r 

w e l l density? 

A. Okay, i f we could look a t E x h i b i t 13, which 

o u t l i n e s the methodology t h a t we propose t o use, and t h a t 

would be, of course, t o d r i l l the nine w e l l s i n a very 

s i m i l a r fashion t o the f i r s t s i x t h a t we d r i l l e d . We would 

l o g the Dakota i n t e r v a l i n each w e l l so w e ' l l have 

something t o t i e back t o the 2 2 5E. Obviously we need t o 

take a d d i t i o n a l bottomhole pressure data. We need t o know 

what the pressure i s of the less permeable sand w i t h i n the 

Dakota, and t h a t can only be gained by bottomhole pressure 

t e s t i n g . And then s t i m u l a t e the Dakota and produce the 

Dakota as a s i n g l e completion. 

I might add also, the bottomhole pressure t e s t i n g 

would be done p r i o r t o f r a c t u r i n g each w e l l , and t h a t ' s 

e x a c t l y what we d i d the l a s t time. Then once the t e s t i n g 

i s concluded, we would propose t h a t we come up, complete i n 

the Mesaverde and downhole commingle the two zones, which 

again i s what we've done. A l l s i x of the previous w e l l s 

are producing from the Dakota and the Mesaverde now. 

Q. Let me address w i t h you, Mr. Shannon, the 

s p e c i f i c unorthodox w e l l l o c a t i o n s . 

A. Okay. 

Q. We have nine a d d i t i o n a l w e l l s being requested 
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t h i s time. Eight of them are at unorthodox w e l l l o c a t i o n s . 

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

Q. Have you reviewed the D i v i s i o n published docket 

f o r the hearing of t h i s case? 

A. Yes, I have. 

Q. Are a l l the footages p r o p e r l y described f o r each 

of those wells? 

A. They are pr o p e r l y described. 

Q. Of the e i g h t unorthodox w e l l l o c a t i o n s , one of 

those w e l l s i s t o be d i r e c t i o n a l l y d r i l l e d , i s i t not? 

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

Q. Let's f i n d on E x h i b i t Number 3, the p l a t , which 

w e l l t h a t i s , and l e t ' s discuss i t f o r a moment. 

A. Okay, i f we could look a t E x h i b i t 3, i n the 

southeast quarter of Section 27 y o u ' l l see a Number 190F 

[ s i c ] . That l o c a t i o n could not be reached as a v e r t i c a l 

w e l l , we could not reach i t due t o topographic 

c o n s i d e r a t i o n s . I t l i e s under a mesa, or the side of a 

mesa, and we could not p h y s i c a l l y reach i t from any 

e x i s t i n g roads. 

So of the nine l o c a t i o n s , e i g h t w i l l be v e r t i c a l 

w e l l s , and then t h i s 190F l o c a t i o n w i l l have t o be d r i l l e d 

as a d i r e c t i o n a l w e l l . 

Q. What i s the reason Conoco i s choosing t o engage 

i n the a d d i t i o n a l time, e f f o r t and expense of d i r e c t i o n a l l y 
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d r i l l i n g a Dakota well for this phase of the pilot project? 

A. The reason f o r t h a t i s — perhaps i f we look 

again at E x h i b i t 3 -- these w e l l s g e n e r a l l y form a 

r e c t a n g u l a r g r i d or a p a t t e r n . The 190F completes t h a t 

p a t t e r n , along w i t h a l l the e x i s t i n g Dakota completions. 

So we f e l t t h a t 190F — i t ' s p a r t of the p a t t e r n ; i t was 

j u s t u n f o r t u n a t e t h a t i t p h y s i c a l l y could not be reached as 

a v e r t i c a l w e l l . 

Q. So i n order t o have an a p p r o p r i a t e data p o i n t f o r 

purposes of the science p r o j e c t , i t was u s e f u l f o r Conoco 

t o decide t o spend the e x t r a money t o t r y t o p o s i t i o n t h i s 

i n the r e s e r v o i r at a data p o i n t t h a t was appropriate? 

A. Yes, s i r , t h a t ' s c o r r e c t . 

Q. Have a l l the r e s t of these unorthodox l o c a t i o n s 

been placed because they are appropriate f o r g a t h e r i n g data 

i n the r e s e r v o i r at t h a t p o s i t i o n ? 

A. They are. 

Q. Are any of these p o s i t i o n s achievable under the 

c u r r e n t w e l l - l o c a t i o n p a t t e r n s of the e x i s t i n g r u l e s ? 

A. They are not. We looked a t t h i s very c l o s e l y , 

and given the l o c a t i o n s , the parent w e l l s and then the 

f i r s t i n f i l l w e l l s , i t was j u s t simply not p o s s i b l e t o 

l o c a t e them any other way. 

And then too, given the f a c t t h a t we do have 

mesas and d i f f e r e n t types of topographic c o n s i d e r a t i o n s , we 
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j u s t could not put them anywhere else. 

Q. Do the cu r r e n t requested l o c a t i o n s f o r each of 

these w e l l s already s a t i s f y the approval c o n d i t i o n s of the 

Bureau of Land Management or anyone else t h a t needs t o 

approve the surface use f o r these wells? 

A. Yes, we met — I n f a c t , our ri g h t - o f - w a y - c l a i m s 

s t a f f met w i t h the BLM and reviewed each one of these 

l o c a t i o n s on s i t e , each l o c a t i o n . So the BLM has been very 

much in v o l v e d as f a r as knowing where the l o c a t i o n s were 

and s i g n i n g o f f at t h a t appropriate time, but they very 

much are informed as t o what we have here. 

Q. Have you made a t e c h n i c a l p r e s e n t a t i o n t o 

re p r e s e n t a t i v e s of the Bureau of Land Management concerning 

t h i s expansion of the p i l o t p r o j e c t ? 

A. Yes, s i r , we have. 

Q. I n a d d i t i o n , have you made a p r e s e n t a t i o n t o Mr. 

Frank Chavez of the Aztec o f f i c e of the O i l Conservation 

D i v i s i o n ? 

A. Yes, s i r , we have. 

Q. Have you met w i t h other operators and/or working 

i n t e r e s t owners t h a t are i n t e r e s t e d i n t h i s p i l o t p r o j e c t ? 

A. Yes, we have. B u r l i n g t o n Resources, i n 

p a r t i c u l a r , has been very much informed, and vic e - v e r s a , 

when they had t h e i r hearings here several weeks ago. And 

being a la r g e working i n t e r e s t owner i n the u n i t , 
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o b v i o u s l y , they have a l o t of i n t e r e s t i n our p i l o t 

expansion. 

So we have met w i t h them, and I have p e r s o n a l l y 

v i s i t e d w i t h them on the telephone on a number of 

occasions. 

Q. Mr. Shannon, are you c o n f i d e n t enough now about 

the appropriateness of t h i s p i l o t p r o j e c t t o ask the 

D i v i s i o n t o expand i t s approval of the p i l o t t o the e n t i r e 

San Juan 28-and-7 U n i t , w i t h the exception, o b v i o u s l y , of 

the b u f f e r area t h a t ' s not t o be encroached upon? 

A. Yes, s i r , I am. 

Q. Do you have a request t h a t the D i v i s i o n e s t a b l i s h 

an a d m i n i s t r a t i v e process so t h a t you can o b t a i n approval 

f o r a d d i t i o n a l p i l o t w e l l s on the basis of your o p i n i o n 

t h a t those are necessary and appropriate t o f u r t h e r study 

and expand the p i l o t p r o j e c t ? 

A. Yes, s i r , I do. 

Q. Do you have a recommendation t h a t such a request 

be processed a d m i n i s t r a t i v e l y w i t h o u t r e q u i r i n g the 

n e c e s s i t y of an a d m i n i s t r a t i v e hearing? 

A. Yes, s i r . 

Q. Okay. Summarize f o r us, i f you w i l l a t t h i s 

p o i n t , Mr. Shannon, what do you see the importance f o r the 

approval of the expansion of the p i l o t ? 

A. Yes, s i r . What we are proposing here today, why 
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we're here today, i s t o discuss the r e s u l t s of the f i r s t 

s i x w e l l s , but t o take i t t o the next step, and t h a t being 

t o t e s t 80-acre i n f i l l d r i l l i n g i n the Basin-Dakota Pool 

under a d i f f e r e n t scenario whereby the w e l l s t o be d r i l l e d , 

i n a d d i t i o n t o the w e l l s t h a t are already e x i s t i n g i n these 

f o u r or f i v e s ections, w i l l provide us w i t h the data t h a t 

we need t o f u r t h e r r e f i n e our model, g i v i n g us more 

confidence than we already have. 

We're very pleased w i t h the data t h a t we've 

already acquired, but there's s t i l l more data t h a t I t h i n k 

needs t o be acquired, but under t h i s scenario here t h a t 

we've been discussing, and I t h i n k t h a t w i l l make the 

p i c t u r e a l i t t l e more complete than i t i s now. 

MR. KELLAHIN: That concludes my examination of 

Mr. Shannon. We move the i n t r o d u c t i o n of h i s E x h i b i t s 3 

through 14. 

EXAMINER CATANACH: E x h i b i t s 3 through 14 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Shannon, i n a d d i t i o n t o the nine w e l l s t h a t 

you're proposing today, how many more w e l l s do you t h i n k 

are going t o be d r i l l e d i n t h i s u n i t ? 

A. I n an 80-acre fashion? 

Q. Yes, s i r . 
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A. I do not a t t h i s p o i n t a n t i c i p a t e any a d d i t i o n a l 

w e l l s . But t h a t said, I don't want t o r u l e out t h a t we 

would never d r i l l any a d d i t i o n a l 80-acre w e l l s as p i l o t 

w e l l s , and t h a t ' s one of the reasons why we are asking f o r 

what we are today. 

But the way we are c u r r e n t l y l o o k i n g a t t h i s , Mr. 

Examiner, and w i t h the model t h a t we've b u i l t , these nine 

w e l l s should f i t the t e c h n i c a l needs t h a t we have a t the 

moment. 

Q. So you don't a n t i c i p a t e d r i l l i n g any a d d i t i o n a l 

w e l l s besides these? 

A. Not at t h i s time I don't, no, s i r . 

Q. Well, I guess I don't understand why you want t o 

expand and allow f o r an a d m i n i s t r a t i v e process t o d r i l l 

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

A. Well, f o r a couple of reasons. One i s , as we 

d r i l l w e l l s and we t e s t them, i n v a r i a b l y we get s u r p r i s e s . 

The r e s e r v o i r i s not nearly as homogeneous, I know, as what 

I thought o r i g i n a l l y . And so as we d r i l l e d the f i r s t s i x 

w e l l s and acquired the data t h a t we d i d , i t f i l l e d i n some 

voids i n our t e c h n i c a l knowledge. But i t also opened up a 

few s u r p r i s e s too. 

And so the n a t u r a l e v o l u t i o n of the p i l o t program 

i s such t h a t you're a c q u i r i n g data t h a t does f i l l i n the 

gaps, but i t ' s also r a i s i n g new questions and new issues, 
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and t h a t ' s where we're at today. 

The f i r s t s i x w e l l s d i d very d e f i n i t e l y address 

some of those e a r l y issues, answered some questio n , but i t 

r a i s e d other questions. And so t h a t ' s why we're asking f o r 

the nine a d d i t i o n a l w e l l s . 

Now, when we d r i l l and complete those w e l l s and 

t e s t them, there may w e l l be some a d d i t i o n a l s u r p r i s e s , 

given t h a t the r e s e r v o i r s are somewhat heterogeneous and 

th e r e are some issues there t h a t you uncover every time you 

d r i l l and t e s t a w e l l . 

But I'm not prepared t o give you a hard and f a s t 

number of w e l l s beyond these nine. This i s the l i m i t t o 

what I know and what I f e e l l i k e we're prepared t o ask f o r . 

Q. I guess one of the purposes of the p r o j e c t i s t o 

gather Dakota data which maybe can be used on a much l a r g e r 

scale across the San Juan Basin t o maybe expand a t a l a t e r 

time the Dakota t o 80-acre w i t h i n the whole Basin. Do you 

a n t i c i p a t e a f t e r these nine w e l l s are d r i l l e d t h a t y o u ' l l 

have t h a t i n f o r m a t i o n t h a t you need, or t o go t h a t way? 

A. I do. And i n f a c t , I t h i n k t h a t ' s a very 

important p o i n t t o be made here, and t h a t i s , w h i l e we j u s t 

operate t h i s one f e d e r a l u n i t and t h i s i s the only p i l o t 

t h a t we have a t t h i s time, B u r l i n g t o n i s a p a r t n e r i n our 

u n i t , and we are also partners i n a good many of t h e i r 

f e d e r a l u n i t s . And there's q u i t e a b i t of i n t e r e s t here i n 
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the Dakota development on 8 0-acre spacing. 

So i f you w i l l , t h i s w i l l be a data p o i n t not 

only f o r Conoco but f o r i n d u s t r y i n general, and c e r t a i n l y 

f o r B u r l i n g t o n . And I f u l l y a n t i c i p a t e t h a t t h e y ' l l use 

t h i s data. They have a l l the data t h a t we do. 

And so looking at i t on a l i t t l e more g l o b a l 

b a s i s , i t ' s an a d d i t i o n a l data p o i n t t h a t we can a l l use. 

Q. I b e l i e v e you t e s t i f i e d t h a t you were sha r i n g 

some of t h i s data w i t h the various working i n t e r e s t owners 

i n t h i s u n i t ? 

A. Yes, s i r , I have already. 

Q. Okay. I s there anybody else o u t s i d e the u n i t 

area t h a t has requested any i n f o r m a t i o n or t h a t you're 

sharing i n f o r m a t i o n with? 

A. There i s one p a r t y , BP Amoco, who operates a 

number of the w e l l s , leases, t o the west of our u n i t and t o 

the n o r t h , and they very much have an i n t e r e s t i n what 

we're doing. And being a large Dakota pla y e r themselves, 

they've expressed a l o t of i n t e r e s t i n what w i l l happen 

here and the data t h a t we've acquired. So BP Amoco i s 

d e f i n i t e l y i n t e r e s t e d . 

Q. So have you shared some of the data w i t h BP 

Amoco? 

A. Yes, s i r , we have. 

Q. And I assume t h a t Conoco i s w i l l i n g t o share t h i s 
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i n f o r m a t i o n w i t h other operators t h a t may request i t ? 

A. Yes, s i r . 

Q. And when you say production performance was 

f a v o r a b l e , I assume t h a t t h a t means t h a t you can 

economically go f o r t h and d r i l l these w e l l s , t h a t you f e e l 

you can a t t h i s point? 

A. We f e e l t h a t we can at t h i s p o i n t , yes, s i r . 

Q. And you s t a t e t h a t , o v e r a l l low r e s e r v o i r q u a l i t y 

present. I s t h a t p r e t t y much the same, Mr. Shannon, i n 

each of the i n t e r v a l s , or does i t vary? 

A. I t d e f i n i t e l y v a r i e s . The lower Cubero i s 

extremely t i g h t . There i s d e f i n i t e l y a g r a d a t i o n i n 

p e r m e a b i l i t y and p o r o s i t y among each of these sand u n i t s , 

and we saw i n the lower Cubero lower p e r m e a b i l i t y . That's 

the bad news. 

The good news was, i n the lower Cubero, t h a t ' s 

where we saw some of the f r a c t u r i n g . But t h e r e very 

d e f i n i t e l y i s a gradation of p r o p e r t i e s from zone t o zone. 

That s a i d , none of the three would s t r i k e you, l o o k i n g a t 

the core, as being extremely good r e s e r v o i r q u a l i t y rock, 

compared t o r e s e r v o i r s t h a t we produce elsewhere i n the 

world. I n a l l three cases the sands were very t i g h t . Of 

course, we knew t h a t going i n , t h i s j u s t f u r t h e r proved 

t h a t . 

Q. Okay, which i s evidenced, I guess, from the 
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pressure t h a t you got, the average of 2900 pounds i n the 

lower Cubero would i n d i c a t e i t ' s more t i g h t than the other 

ones? 

A. Absolutely. However, we d i d see a l i t t l e 

d e p l e t i o n i n the lower Cubero, so we know we are producing 

some gas from the lower Cubero. But th e r e were a couple of 

w e l l s , even i n the lower Cubero, where we saw 3200-some 

pounds, and t h a t i s v i r g i n pressure. So obviously i n those 

w e l l s t h e r e was no d e p l e t i o n a t a l l . 

Q. I s i t the Paguate? I s t h a t present i n t h i s u n i t ? 

A. Yes, s i r , the upper Cubero and the Paguate are 

synonymous. 

Q. So t h a t ' s grouped i n t o the upper Cubero? 

A. Yes, s i r . Mr. Glaser w i l l be up, I b e l i e v e , 

next, so he can address a l i t t l e b i t of the nomenclature on 

h i s hands, but the upper Cubero i s the Paguate. 

Q. Okay. Now, t h i s i s the range of pressure t h a t 

you've seen i n these w e l l s , 2400 t o 3200? 

A. Yes, s i r , those were the highs and the lows of 

each one. And then the averages t h a t I quoted are simply 

the a r i t h m e t i c averages. 

What I was attempting t o do w i t h t h i s p a r t i c u l a r 

e x h i b i t was j u s t t o give you a sense of the amount of 

d e p l e t i o n t h a t we saw i n each zone. Some w e l l s we saw 

more, some les s , but these are d e f i n i t e l y the upper and 
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lower ranges f o r each one. 

Q. Say, f o r instance, i n the lower Cubero where you 

have a pressure of 2400 p . s . i . , can you a t t r i b u t e t h a t t o 

— was t h a t i n an area t h a t showed more p e r m e a b i l i t y or 

more f r a c t u r i n g ? 

A. I t would have t o be. I don't know any other 

reason why t h a t might be the case. Now, t h e r e i s 

v a r i a t i o n s i n the thicknesses of the sand, so i n some cases 

you've got j u s t more sand c o n t r i b u t i n g t o the p r o d u c t i o n , 

so some of i t could be due t o t h a t . But i t was the lower 

Cubero where we saw some of the f r a c t u r i n g as w e l l , and 

t h a t could account f o r some of i t . 

Q. The 

A. Some of --

Q. I'm sorr y , go ahead. 

A. I s t a r t e d t o say, j u s t some of the d e p l e t i o n t h a t 

we saw, the lower ends of the lower Cubero, could be due t o 

t h a t . 

Q. Did t h a t r e f l e c t i n your prod u c t i o n r a t e s , say, 

the lower-pressured i n t e r v a l s ? Were the w e l l s less 

productive? 

A. I don't r e c a l l . I don't r e c a l l which w e l l 

s p e c i f i c a l l y had the 2400 p . s . i . 

Q. Did you t e s t these zones separately? 

A. No, we d i d n ' t , and t h a t ' s a p o i n t maybe t o t i e 
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back t o your l a s t question. The w e l l s when we t e s t e d them, 

you know, production t e s t e d , a l l three zones were open a t 

t h a t p o i n t . So we d i d not know how much pr o d u c t i o n was 

coming from, say, the Twowells versus the upper Cubero 

versus the lower Cubero. 

One w e l l , we d i d run a spinner survey, and t h a t 

being the 225E which I mentioned e a r l i e r . But other than 

t h a t one data p o i n t , I could not t e l l you what percentage 

was coming from each one of the three zones. 

Q. Okay. You don't have a range of p r o d u c t i o n on 

these w e l l s l i k e you d i d on the pressure. Are you 

g e n e r a l l y seeing production numbers t h a t are i n t h a t s h o r t , 

close range? 

A. F a i r l y close range. I f you look a t E x h i b i t 10 

again, most of the w e l l s w i t h t h a t one exception, seem t o 

l e v e l out around 500 MCF per day. We d i d have a f a i r l y 

wide range of i n i t i a l p o t e n t i a l r a t e s i n t h i s f i r s t few 

days. We had one w e l l t h e r e , or two w e l l s , a c t u a l l y , t h a t 

t e s t e d over 2 m i l l i o n a day i n the very e a r l i e s t periods 

t h a t we had the w e l l s on t e s t . 

One w e l l , the 219M, was q u i t e a b i t l e s s . The 

logs from t h a t w e l l i n d i c a t e d less sand, so there's a 

d i r e c t t i e t h e r e between sand thickness and the r a t e . But 

they d i d seem t o c l u s t e r around t h a t 500-MCF-a-day r a t e . 

Q. And they've p r e t t y much s t a b i l i z e d a t t h a t rate? 
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A. Yes, s i r . 

Q. And these w e l l s are c u r r e n t l y downhole 

commingled? 

A. Each of the s i x w e l l s i s downhole commingled w i t h 

the Mesaverde. 

Q. Once you downhole commingle them, can you s t i l l 

o b t a i n production data from these w e l l s t h a t you t h i n k i s 

accurate? 

A. No, because the way our w e l l s are completed, the 

t u b i n g i s run down through the Dakota. And i n order f o r us 

t o do what you suggested, we would have t o have the t u b i n g 

landed above the Dakota so t h a t we can run a spinner survey 

or something t o go back and a c t u a l l y a l l o c a t e or see what 

the pr o d u c t i o n was from each zone. 

I'm not saying t h a t would be p h y s i c a l l y 

impossible. That i s possi b l e . But the way we complete our 

w e l l s , the bottom of the t u b i n g i s too deep i n the Dakota 

t o do t h a t . 

Q. So do you t h i n k , from these s i x w e l l s , anyway, 

t h a t you've already gathered the data t h a t you need i n 

terms of pressure and i n i t i a l p r oduction and t h i n g s l i k e 

t h a t ? 

A. I n those areas and under t h a t scenario, yes. 

Given the scenario and the t e c h n i c a l needs a t the time, 

yes. 
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Q. I n the nine w e l l s t h a t you propose t o d r i l l , 

those w i l l be commingled i n the same manner? 

A. I n the exact same manner. 

Q. Okay. How long a period before the w e l l i s 

commingled, a f t e r i t ' s d r i l l e d ? 

A. Well, i n t h i s case, obviously we went a l l the way 

out t o 200-some days. I again would l i k e t o see us t e s t a t 

l e a s t 3 0 days, and p r e f e r a b l y longer than t h a t . I f e l t 

t h a t obviously i f there were any a b n o r m a l i t i e s , boundary 

c o n d i t i o n s , we would have seen i t f a i r l y e a r l y on. 

But again, the rock being as t i g h t as i t i s , we 

would have t o put them on t e s t f o r months i f not years 

before you would reach where they're d e c l i n i n g a t an 

exponential r a t e , and we're not prepared t o do t h a t . But 

i f we could a t l e a s t t e s t them again f o r 3 0 t o 60-some days 

as a minimum, I would be happy w i t h t h a t data. 

Q. I s t h a t i n your c o n t r o l ? 

A. We're a company of 15,000 employees. Yes, I can 

recommend t o our team t h a t we t e s t them f o r t h a t l e n g t h of 

time. 

Q. Three of these w e l l s t h a t you're plann i n g t o 

d r i l l i n p a r t i c u l a r , i t looks l i k e they crowd the outer 

boundaries of the s e c t i o n t h e r e . Well, two of them anyway. 

A. Yes, s i r . 

Q. Do you know why those had t o be d r i l l e d 
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s p e c i f i c a l l y a t those locations? 

A. Yes, s i r , I do. The s i t u a t i o n f o r those two 

r e a l l y i s the same s i t u a t i o n i n a l l the ot h e r s , and t h a t 

i s , given where the parent w e l l was d r i l l e d and then the 

f i r s t i n f i l l w e l l was d r i l l e d j u s t d i d not leave space t o 

lo c a t e them anywhere else. We looked a t t h a t very c l o s e l y , 

t r i e d t o l o c a t e them where they would be standard or 

orthodox l o c a t i o n s . 

And also there's going t o be an e x h i b i t i n Mr. 

Glaser's p r e s e n t a t i o n , y o u ' l l be able t o see the 

topographic nature. Some of these l o c a t i o n s f e l l i n a draw 

or a creek, and so we had t o move them t o where you're 

seeing them here. And I t h i n k when you see t h a t 

topographic map, t h a t w i l l be a l i t t l e more c l e a r t o you. 

We d i d go t o e x t r a o r d i n a r y lengths t o t r y t o 

lo c a t e them elsewhere, but given those c o n d i t i o n s , we j u s t 

could not. 

EXAMINER CATANACH: Okay. I have no f u r t h e r 

questions. 

Are there any other questions of t h i s witness? 

Mr. Chavez? 

MR. CHAVEZ: Thank you, Mr. Examiner. 

EXAMINATION 

BY MR. CHAVEZ: 

Q. Mr. Shannon, d i d — What i n f o r m a t i o n d i d you miss 
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g a t h e r i n g , or d i d you miss any i n f o r m a t i o n from the f i r s t 

p i l o t w e l l s t h a t you d r i l l e d , t h a t you need t o get o f f of 

new wells? 

A. Right, the data t h a t we set out t o get i n i t i a l l y 

a year and a h a l f or so ago, we obtained. There's no 

question about t h a t . The production t e s t s , the pressure 

data, the core data, log data t h a t we set out t o get, we 

obtained. So there's not any data, per se, t h a t was p a r t 

of the o r i g i n a l o b j e c t i v e t h a t could not be obtained f o r 

any reason. So we d i d acquire the data. 

As I explained a while ago, i t ' s one of those 

t h i n g s , as you acquire more data and you acquire more 

i n f o r m a t i o n , i t seems t o r a i s e more questions. And so 

t h a t ' s k i n d of where we're at today. But there's no 

missing data, per se, t h a t we could not get from those s i x 

w e l l s due t o mechanical reasons or anything l i k e t h a t , no. 

Q. So you're not going t o be d r i l l i n g these new 

w e l l s t o gain any data t h a t was missed, i s what I was 

t r y i n g t o get at? 

A. I'm s o r r y , yes, t h a t ' s c o r r e c t . 

Q. Did you get data t h a t was d i f f e r e n t than what you 

a n t i c i p a t e d g e t t i n g ? 

A. There were a few s u r p r i s e s . 

Q. Like what? 

A. Well, f o r one t h i n g , I would not have p r e d i c t e d 
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these production r a t e s t h a t we obtained. Another t h i n g i s , 

when we had our f i r s t hearing, we were prepared t o go i n 

and get pressure data, but i t would have been a s i n g l e 

pressure data, which i s what we thought we were going t o 

get. 

As i t turned out, we a c t u a l l y got i t z o n a l l y . 

And so we learned a l o t about what the pressures were, not 

j u s t a bottomhole pressure but bottomhole pressures by 

zone, by w e l l . So there was some a d d i t i o n a l data t h e r e 

t h a t I d i d not even a n t i c i p a t e g e t t i n g , but we got i t . And 

so t h e r e was some knowledge gained from t h a t . 

Q. But was i t d i f f e r e n t from what you a n t i c i p a t e d 

t h a t you would get as f a r as those pressures? 

A. I d i d not a n t i c i p a t e t h a t we would see as much as 

3100, 3200 pounds i n some of the w e l l s , I suppose. I also 

p e r s o n a l l y d i d not expect t h a t the r e s e r v o i r would be, i n 

some cases, as heterogeneous as i t i s . So I p e r s o n a l l y had 

a few key le a r n i n g s . I don't know t h a t I could speak f o r 

my team on t h a t , but I per s o n a l l y had a few l e a r n i n g s . 

Q. And the flow r a t e s , you said you d i d n ' t 

a n t i c i p a t e t h a t they would be t h a t high or t h a t sustained? 

A. No, s i r , I d i d n ' t . And the reason f o r t h a t i s 

because, l o o k i n g a t the parent w e l l and t h a t f i r s t daughter 

w e l l i n most of those GPUs, I would not have thought t h a t a 

t h i r d w e l l would have found those kinds of r a t e s t h a t we 
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d i d . 

So maybe t h a t ' s more of a testimony f o r a -- the 

completion engineers, the production engineers, who d i d a 

very f i n e j o b i n completing the w e l l s . 

Q. Well, t h a t i s my next question, i s , d i d you 

compare the completions t h a t were done on these p i l o t w e l l s 

t o what had been done on the o r i g i n a l w e l l s , t o see how 

t h a t might have made a d i f f e r e n c e i n the f l o w r a t e s t h a t 

you achieved? 

A. I pe r s o n a l l y d i d not. I do know t h i s , the 

pro d u c t i o n engineers spent a l o t of time l o o k i n g a t the 

very best p o s s i b l e way t o f r a c each w e l l , and we landed on 

using s l i c k w a t e r f r a c s . And maybe t h a t ' s the key, I don't 

know. But I know t h a t we d i d use f i l t e r e d completion 

f l u i d s , which i s something t h a t I know we haven't done i n 

the past. 

Q. I'm so r r y , what kind? 

A. F i l t e r e d completion f l u i d s , and j u s t d i d a 

splend i d j o b of p e r f o r a t i n g and f r a c t u r i n g each w e l l . 

And then, given the f a c t t h a t we knew we were 

going i n and having t o get pressure data, we knew we had t o 

have a very clean wellbore t o s t a r t w i t h . So maybe t h a t 

added t o i t as w e l l . But we were -- I know I was very 

pleased w i t h the rates t h a t we got, j u s t based on what I 

knew about the Dakota. 
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Q. Okay, would you give some type of comparison t o 

what you thought, they were twice as much as you thought or 

5 0 percent more than what you thought you'd get? 

A. At l e a s t a good 2 5 t o 5 0 percent more than what I 

thought we would have gotten. 

Q. And i f you were able t o determine by s t u d y i n g 

these completion techniques t h a t t h a t was a t t r i b u t a b l e t o 

the completion, what would t h a t do? Instead of a change i n 

the r e s e r v o i r i t s e l f , how would t h a t change what your 

c u r r e n t conclusions are? 

A. Right. For one t h i n g , we're s t i l l developing on 

160s i n a few areas i n the u n i t . And we are using the key 

l e a r n i n g s from the completion technology and the 

completions t h a t we used i n those f i r s t s i x w e l l s , onto 

w e l l s t h a t we're d r i l l i n g as 160s. So there's a l o t of 

l e a r n i n g t h a t takes place, and maybe t h i s should be 

expected, t h a t i n a p i l o t program you l e a r n , but you 

t r a n s f e r t h a t p r e t t y q u i c k l y t o your ongoing operations. 

And I see t h a t going on now w i t h our c u r r e n t 

completions. 

Q. The pressure t e s t s t h a t you ran, you s a i d you d i d 

not determine any boundaries, so these were long-term shut-

i n — pressure buildup te s t s ? 

A. Right, they were, but I'm not sure what you're 

c a l l i n g "long-term". A c t u a l l y , they were q u i t e s h o r t i n 
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nature, three days or less. And t h a t was p o s s i b l e because 

of the way the w e l l s were configured when we completed 

them. We used downhole s h u t - i n devices, we used downhole 

gauges. We also d i d not f r a c the w e l l s p r i o r t o running 

these pressure t e s t s . 

So we i n t e n t i o n a l l y configured the w e l l s and used 

the methodology so t h a t we could get the pressure data 

q u i c k l y , meaning three days or less i n some cases. 

Q. So the s h u t - i n pressures t h a t you're r e p o r t i n g , 

t h e y ' r e estimated or c a l c u l a t e d from the pressure buildups 

t h a t you ran? 

A. Yes, s i r . 

Q. What was the highest pressure t h a t you — or what 

were the pressures t h a t you achieved i n those t h r e e days, 

the a c t u a l pressures a t the gauge? 

A. I n a couple instances, i n the lower Cubero 

e s p e c i a l l y , we saw f a i r l y close t o 3000-some pounds, as I 

r e c a l l . Maybe Mr. Boneau might be able t o speak t o t h i s , 

because I don't r e c a l l on a l l the cases. But the lower 

Cubero, being as t i g h t as i t i s , we saw high pressures 

p r e t t y q u i c k l y on those t e s t s . 

I should add t h a t we had a few problems w i t h the 

lower Cubero because i t d i d communicate w i t h the upper 

Cubero behind pipe. I t wasn't an issue w i t h our completion 

so much as i t was, maybe, outside of the casing. But the 
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data t h a t we had and the data t h a t we know was good, we 

saw, as I seem t o r e c a l l , upwards of 2900, 3000-some p . s . i . 

But I can't r e c a l l e x a c t l y i n each case what i t was. I can 

get t h a t data f o r you, though. 

Q. I don't need i t , I j u s t wondered what they were 

f o r t h i s purpose here. 

Did you ever encounter areas where you would meet 

the boundary where another w e l l was d r a i n i n g , say the 

boundary of a drainage area f o r a p a r t i c u l a r w e l l ? What 

d i d you encounter there? 

A. We d i d not see any i n t e r f e r e n c e t h a t I'm aware of 

on any of the buildup t e s t s . And you know, I might have 

been s u r p r i s e d i f we d i d , given how t i g h t these r e s e r v o i r s 

are. But we d i d n ' t see any t h a t I r e c a l l seeing. 

We d i d see i n a couple of cases f l u i d i n the 

wel l b o r e where water had f a l l e n back -- presumably water 

had f a l l e n back i n the completion, i n s i d e the t u b i n g , and 

we d i d -- so we d i d see some of t h a t on the bu i l d u p s . But 

I don't r e c a l l seeing i n t e r f e r e n c e l i k e from an o f f s e t w e l l 

per se, no. 

Q. I n your s e l e c t i o n , s e l e c t i n g these l o c a t i o n s , I'm 

curious about one of the issues t h a t you c a l l e d — you s a i d 

where you picked an area where some data already e x i s t s , 

which was number four i n your c r i t e r i a . 

A. Uh-huh. 
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Q. I f data already e x i s t s t h e r e , why wouldn't you go 

somewhere else t o get some new data t o have a l a r g e r view 

of your r e s e r v o i r , of the u n i t ? 

A. Right, we looked at t h a t , and i n f a c t we looked 

a t a number of d i f f e r e n t scenarios where we would l o c a t e 

our p i l o t expansion w e l l s i n and around other p i l o t w e l l s , 

as w e l l as areas where there were no p i l o t w e l l s . And the 

225E -- and Mr. Boneau w i l l be discussing the model here 

momentarily, but the 2 2 5E o f f e r e d us an anchor p o i n t , i f 

you w i l l , where we could t i e l o g data, p r o d u c t i o n data back 

t o a w e l l where we had c o n t r o l i n the f i r s t place, being 

t h a t 2 2 5E. So we're b u i l d i n g on a database t h a t was 

already e s t a b l i s h e d . 

I f we went o f f i n t o a d i f f e r e n t p a r t of the u n i t 

where we had no data, t h a t would be ed u c a t i o n a l , I agree. 

That would be good t o have t h a t i n f o r m a t i o n . But i t 

wouldn't be b u i l d i n g on something t h a t we already had i n 

place, and I t h i n k t h a t ' s what I'm t r y i n g t o say here w i t h 

the 2 2 5E. 

By l o c a t i n g these w e l l s around 225E or one of the 

other p i l o t w e l l s , but p r e f e r a b l y the 225E, we're k i n d of 

b u i l d i n g on the knowledge t h a t we have. And w i t h t h a t 

w e ' l l be able t o b e t t e r r e f i n e our model and have a l o t of 

confidence i n what t h a t model would be t e l l i n g us. 

Q. As you were gathering data, were you p u t t i n g i t 
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into your model? 

A. The e f f o r t was ongoing. We had — Mr. Boneau was 

doing the modeling concurrent w i t h the data c o l l e c t i o n . We 

d i d not want t o w a i t t i l l a l l the data was acquired before 

he s t a r t e d doing t h a t . And he can speak t o t h a t here i n a 

b i t , but t h a t was an ongoing process. 

Q. So as you were ongoing, adding data t o your 

model, what d i d i t t e l l you t o a n t i c i p a t e as f a r as your 

p i l o t p r o j e c t was going on? Did you f i n d t h a t your model 

was p r e t t y much h i t t i n g what you a n t i c i p a t e d ? 

A. Can I defer t h a t t o Mr. Boneau? I t h i n k he would 

be b e t t e r a t answering t h a t question than myself --

Q. Okay. 

A. - - i f t h a t would be okay. 

Q. Well, I had another question, you can t e l l me 

whether I should wa i t f o r him also. As you were l o o k i n g a t 

pr o d u c t i o n , d i d you compare t h a t t o your model? 

A. Yes, a b s o l u t e l y , and — 

Q. Okay, and w i l l he t e s t i f y t o t h a t ? 

A. Yes, and I can say a l i t t l e b i t t o t h a t . 

The o r i g i n a l model was f a i r l y s i m p l i s t i c , and i t 

s u i t e d our needs f o r the time. But w i t h the a d d i t i o n a l 

data and the a d d i t i o n a l i n f o r m a t i o n , you know, we have a 

d i f f e r e n t -- you know, we can c a l i b r a t e our model w i t h 

t h a t . 
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The o r i g i n a l model, as I understand i t , p r e d i c t e d 

lower r a t e s . I t had lower r a t e s than what we a c t u a l l y 

found. So perhaps Mr. Boneau can discuss t h a t a l i t t l e 

b i t . 

Q. Okay. Now, as you b u i l d your model or c a l i b r a t e 

on the data you get i n t h i s small area, i s n ' t i t j u s t --

I'm curious how t h a t would help development, because the 

d e n s i t y of your p i l o t p r o j e c t here, i t seems l i k e i t f i l l s 

the area, you're f u l l y developed there on 80s when you're 

done, so what good i s t h a t model t h a t you p r e d i c t e d f o r the 

r e s t of the u n i t ? 

A. I t h i n k g u a l i t a t i v e l y i s what we're g e t t i n g a t 

here. This area t h a t we're lo o k i n g a t around the 2 2 5E i s 

k i n d of an average area, and i t ' s an area where a l l t h r e e 

Dakota sands w i l l be present, so i t i s a c a l i b r a t i o n 

process. 

And again, I t h i n k Mr. Boneau might be a b e t t e r 

witness than I am, as f a r as e x p l a i n i n g how the model w i l l 

be used i n other areas. But we've discussed t h a t and f e e l 

p r e t t y c o n f i d e n t t h a t w e ' l l be able t o do t h a t . But I 

t h i n k I ' d l i k e t o defer those questions t o Mr. Boneau, i f 

i t ' s okay w i t h you. 

Q. Okay, I'm going through your E x h i b i t Number 12, 

and your second o b j e c t i v e i s t o t e s t economic v i a b i l i t y . 

What are the c r i t e r i a t h a t you would use f o r economic 
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v i a b i l i t y ? 

A. Okay, simply s t a t e d , production r a t e s . We 

already have, obviously, a p r e t t y good handle on cos t , on 

the cost side of the equation, so t e s t i n g the economic 

v i a b i l i t y i s very s i m i l a r t o what i t was w i t h the f i r s t s i x 

w e l l s . 

So i t ' s a simple economic e v a l u a t i o n , given the 

r a t e s t h a t we're going t o see w i t h these nine w e l l s and the 

costs t h a t we would a n t i c i p a t e d r i l l i n g a Dakota s i n g l e -

type completion. That i s a t e s t of the economic v i a b i l i t y . 

Q. Okay, you had mentioned, i n your answer t o Mr. 

Catanach, t h a t once the w e l l s would be downhole commingled 

w i t h the Blanco-Mesaverde Pool, t h a t you would be l o s i n g 

accuracy of data. I f o r g e t e x a c t l y what your statement 

was. But how can you apply t h a t t o the issue of economic 

v i a b i l i t y ? 

A. Right, I t h i n k the question concerned t e s t i n g the 

pr o d u c t i o n from each of the three zones, i s what I heard 

Mr. Catanach ask. And my response t o t h a t i s , the way we 

complete our w e l l s , t h a t wouldn't r e a l l y be p o s s i b l e , 

because the bottom of the t u b i n g i s set too deep i n the 

Dakota t o enable us t o do t h a t . 

Now, as f a r as the economic v i a b i l i t y , we're 

l o o k i n g a t these — i n t h i s instance, stand-alone Dakota 

completions. What would i t cost t o d r i l l and complete a 
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Dakota w e l l , and what k i n d of production r a t e s can we 

expect from the Dakota? And t h a t ' s what I'm t a l k i n g about 

here w i t h the economic v i a b i l i t y . 

I n r e a l - w o r l d sense, what we a c t u a l l y do i s , we 

add the Mesaverde t o the Dakota. That's the way we've 

completed our w e l l s f o r the l a s t two or t h r e e years, and 

t h a t ' s what we're proposing t o do w i t h these nine w e l l s . 

So I can see there's a l i t t l e disconnect t h e r e 

w i t h t h a t , but t h a t i s our t h i n k i n g , a t l e a s t . 

Q. I n l o o k i n g at your E x h i b i t Number 1, I looked a t 

t h a t and I was able t o count w i t h i n t h a t e x h i b i t 18 

u n d r i l l e d i n f i l l l o c a t i o n s --

A. Right. 

Q. — w i t h i n -- not i n c l u d i n g the b u f f e r area, but 

i n the b u f f e r area there were 14 more, f o r a t o t a l of 32 

u n d r i l l e d Basin-Dakota l o c a t i o n s w i t h i n the u n i t . 

A. Right. 

Q. Now, e a r l i e r you s t a t e d t h a t you wanted t o s e l e c t 

these l o c a t i o n s t o c a l i b r a t e the data, and i n l o o k i n g a t 

these numbers of u n d r i l l e d i n f i l l l o c a t i o n s , I'm wondering 

why none of those could be used and why there's a necessity 

t o concentrate so much i n one area and not d r i l l those 

others? 

A. Okay, t h a t ' s a very good p o i n t . F i r s t o f f , we 

need some a d d i t i o n a l maps here t o answer your qu e s t i o n , and 
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you're going to see them here momentarily, Mr. Glaser's 

t e s t i m o n y . 

There's a p a r t o f t h i s u n i t , namely t h e s o u t h 

p a r t o f t h e u n i t , where t h e Dakota d e t e r i o r a t e s . And t h a t 

a r e a , o b v i o u s l y , we s t i l l have some ways t o go j u s t 

d r i l l i n g 160s. And t h a t ' s why you're s e e i n g some o f t h e s e 

open 160s. 

A l s o , we have an ongoing program o f d r i l l i n g on 

160s now. We have a r i g d r i l l i n g i n 28-7 as we speak, 

d r i l l i n g Mesaverde-Dakota w e l l s on 160s. So n o t a l l t h e 

l o c a t i o n s t h a t we i n t e n d t o d r i l l on 160s a r e here y e t . I f 

we c o u l d have done t h i s t h r e e months f r o m now, you would 

see more d o t s on t h e map. So we're g e t t i n g t h e r e , I guess, 

i s what I'm s a y i n g . 

Q. A t t h i s t i m e are you g a t h e r i n g t h i s t y p e o f d a t a 

t o c a l i b r a t e your model i n t h o s e areas, f r o m t h o s e 160s 

t h a t m i g h t be h e l p f u l f o r l a t e r — i f you a n t i c i p a t e 80-

a c r e development t h e r e ? 

A. We do i n some cases. I t j u s t depends on t h e 

s i t u a t i o n i n t h e w e l l and where i t ' s l o c a t e d . We do r u n 

cased-hole l o g s , a t l e a s t , on every s i n g l e w e l l . And o f 

cour s e f r o m t h o s e , t h e y ' r e n o t as q u a n t i t a t i v e , you know, 

c a n ' t be used as q u a n t i t a t i v e l y as an open-hole p o r o s i t y 

l o g c o u l d . But we a r e r u n n i n g cased-hole l o g s i n each 

case. 
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We have been completing each of these w e l l s i n 

the Dakota and producing them as a Dakota sand w e l l , a t 

l e a s t i n i t i a l l y , f o r 30-some days, i f not longer. So we 

are a c q u i r i n g data, even i n those 160 w e l l s . 

Q. But t h a t ' s not any d i f f e r e n t than your r e g u l a r 

completion t h a t you've j u s t described? You're not t a k i n g 

i n d i v i d u a l s t r a t a pressures — 

A. No. 

Q. - - o r not doing any c o r i n g or anything l i k e t h a t 

on those 160s i n other p a r t s of the u n i t , are you? 

A. We are not. And we've discussed t h a t , and i t ' s 

j u s t a matter of, again, what our o b j e c t i v e i s w i t h each 

w e l l and where i t ' s located and... 

Ac q u i r i n g data -- I should add t h a t a c q u i r i n g 

data, e s p e c i a l l y bottomhole pressure data z o n a l l y , i s a 

very expensive, very d i f f i c u l t t h i n g t o do. I t ' s not a 

very common procedure a t a l l . And w h i l e i t does produce 

good data — and, you know, we're very i n t e r e s t e d i n 

a c q u i r i n g pressure data, obviously, and w i l l continue t o do 

so, c e r t a i n l y , i n these next nine w e l l s . A c q u i r i n g data 

z o n a l l y , even i n a p i l o t w e l l , i s extremely expensive, and 

I'm not proposing t h a t we do t h a t . 

We acquire data t h a t we -- as I mentioned t o you 

e a r l i e r , the production t e s t , the cased-hole lo g s , but 

we're not c o r i n g . And I don't a n t i c i p a t e c o r i n g any 
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a d d i t i o n a l w e l l s , and c e r t a i n l y not a c q u i r i n g pressure on a 

zone-by-zone basis. 

Q. So on these nine w e l l s , you're not going t o be 

a c q u i r i n g t h i s data on a zone-by-zone basis? 

A. Not on a zone-by-zone basis. We w i l l be g e t t i n g 

bottomhole pressures, though, by j u s t running i n w i t h 

pressure gauges and t e s t i n g f o r the lowest pressure t h a t we 

see, which i n d i c a t e s the greatest amount of d e p l e t i o n . And 

based on the data t h a t we've already seen, t h a t ' s probably 

going t o be i n the Twowells. 

But I want t o leave t h a t k i n d of open, because 

we're s t i l l d iscussing t h a t t o an exte n t , but I don't 

foresee t a k i n g zone-by-zone pressures. 

Q. So then I'm confused. You say you want t o 

c a l i b r a t e your model b e t t e r , but you're not going t o be 

t a k i n g the same q u a l i t y of data t h a t you had on the 

previous p i l o t w e l l s , on these nine t h a t you propose; i s 

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

A. That i s c o r r e c t . And i f i t would be okay, i f you 

would l i k e t o defer the model c a l i b r a t i o n and the data f o r 

t h a t t o Mr. Boneau, because he's going t o be speaking t o 

some of t h a t . And i f your questions are s t i l l unclear a t 

t h a t p o i n t , then w e ' l l t r y t o address t h i s q uestion. 

Q. Given t h a t you're not r e a l l y — I t sounds t o me 

t h a t B u r l i n g t o n ' s not i n t e r e s t e d , r e a l l y , i n g e t t i n g the 
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data t o develop or look at the p o t e n t i a l f o r 80-acre 

development i n other p a r t s of the u n i t . How w i l l t h i s data 

concentrate i n t h i s one area, be a b e n e f i t once i t appears 

t o be f u l l y developed w i t h your p i p e l i n e ? 

A. I f I understand your question, you're asking how 

w i l l t h i s apply t o other p a r t s of the — 

Q. Yes, i t sounds l i k e , from your s e l e c t i o n c r i t e r i a 

t h a t you used and your lack of apparent i n t e r e s t i n 

g a t h e r i n g data outside of t h a t area w h i l e you're c u r r e n t l y 

d r i l l i n g w e l l s i n the other p a r t s of the u n i t , t h a t you're 

not r e a l l y t h a t i n t e r e s t e d i n l o o k i n g o u t s i d e of t h a t area 

r i g h t now f o r development. 

So from t h a t , i t leads me t o b e l i e v e t h a t t h i s 

p i l o t p r o j e c t -- or i t leads me t o t h i n k t h a t t h i s p i l o t 

p r o j e c t may b a s i c a l l y complete your 80-acre development 

w i t h i n the u n i t . 

A. I t doesn't complete the development. I don't 

want t o mislead you i n t o b e l i e v i n g t h a t we're not 

i n t e r e s t e d i n knowing what the r e s t of the u n i t w i l l do 

under 80-acre development. We're t a k i n g step by step by 

step. And the data t h a t we are a c q u i r i n g from these w e l l s , 

a l b e i t q u i t e a b i t greater than what we would normally get 

i n a development w e l l , i s good data t o acquire, f o r what 

we're t r y i n g t o accomplish. 

The development w e l l s t h a t we're d r i l l i n g now, 
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the 160s, we're a c q u i r i n g data i n those w e l l s . We are 

g e t t i n g l o g data and production data i n each one of those 

w e l l s , and t h a t i s data t h a t can be used i n our r e s e r v o i r 

model. 

Q. But t h a t ' s only data you s t a r t e d w i t h before you 

had the p i l o t p r o j e c t t o begin w i t h , wasn't i t ? 

A. Yes, yes. 

Q. So i t ' s r e a l l y not any d i f f e r e n t than your normal 

operations? 

A. No, these w e l l s w i l l have — I f I understand your 

question, these w e l l s w i l l have pressure data t h a t we 

normally would not be c o l l e c t i n g i n a development w e l l . 

Did I answer -- I'm sorry i f I missed — 

Q. Okay, so you w i l l be c o l l e c t i n g more data than 

you would normally c o l l e c t ? 

A. Absolutely. 

MR. CHAVEZ: Okay, I'm so r r y , I was 

misunderstanding your answer. 

I t h i n k t h a t ' s a l l I have, David. 

EXAMINER CATANACH: Mr. Chavez. Any other 

questions of t h i s witness? 

MR. KELLAHIN: Yes, Mr. Examiner. 

FURTHER EXAMINATION 

BY MR. KELLAHIN: 

Q. Let me f o l l o w Mr. Chavez's a n a l y s i s here, Mr. 
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Shannon. Forget your nine p i l o t w e l l s r i g h t now. 

A. Okay. 

Q. And l e t ' s look a t areas where we have f o u r w e l l s 

t o a s e c t i o n . 

A. Okay. 

Q. Those w i l l be areas where, under the c u r r e n t 

r u l e s , you're f u l l y developed, r i g h t ? 

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

Q. I n those sections where you have less than f o u r 

w e l l s per s e c t i o n , there i s an o p p o r t u n i t y t o d r i l l 

a d d i t i o n a l i n f i l l wells? 

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

Q. A l l r i g h t . The d i f f e r e n c e between those 

o p p o r t u n i t i e s and what you achieve w i t h the nine a d d i t i o n a l 

p i l o t w e l l s i s t h i s , t h a t by d r i l l i n g a t a d e n s i t y g r e a t e r 

than f o u r w e l l s per s e c t i o n , you increase a d e n s i t y where 

i t i s , i n f a c t , an 80-acre d e n s i t y ; i s t h a t true? 

A. That i s t r u e . 

Q. And w i t h those a c t u a l data p o i n t s i n the 

r e s e r v o i r , then, you can c a l i b r a t e and t e s t your model w i t h 

a c t u a l data as t o what w i l l t r u l y happen w i t h i n the scope 

of t h i s study area? 

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

Q. That would be s u b s t a n t i a l l y d i f f e r e n t than data 

you derived by d r i l l i n g the r e s t of the c u r r e n t l y approved 
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i n f i l l wells? 

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

Q. I s t h a t of importance t o you? 

A. That i s of extreme importance t o us. 

MR. KELLAHIN: No f u r t h e r questions. 

EXAMINER CATANACH: This witness may be excused. 

TERRY J. GLASER, 

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

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Glaser, would you please s t a t e your name and 

occupation? 

A. Yes, my name i s Terry John Glaser. I work f o r 

Conoco i n Houston, Texas, as a g e o l o g i s t . 

Q. Mr. Glaser, have you t e s t i f i e d before the 

D i v i s i o n on p r i o r occasions? 

A. No, I have not. 

Q. Summarize f o r us your education? 

A. 1978 I got a BA i n geology from the U n i v e r s i t y of 

Wisconsin, Milwaukee, and i n 1979 h i r e d on w i t h Conoco. 

I've been w i t h Conoco ever since. 

Q. Are you c u r r e n t l y one of the d i v i s i o n g e o l o g i s t s 

assigned t o the p i l o t p r o j e c t f o r studying the increased 

d e n s i t y concept f o r the Basin-Dakota w i t h i n t h i s u n i t ? 
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A. Yes, I am. 

Q. And we're about t o look a t your geologic 

a n a l y s i s , p r e s e n t a t i o n and conclusion? 

A. Yes. 

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

petroleum g e o l o g i s t . 

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

Q. (By Mr. Ke l l a h i n ) Before we s t a r t t h a t , l e t ' s 

b ridge the gap, i f you w i l l , by having you i d e n t i f y f o r Mr. 

Catanach E x h i b i t Number 15. What i s t h a t ? 

A. Yes, E x h i b i t Number 15 shows the same p o r t i o n of 

the 28-7 u n i t t h a t we propose p i l o t expansion, but t h i s 

time you see the topography along w i t h the w e l l s i n t h a t 

are. 

Q. A l l r i g h t , the color-coding of the w e l l s f o l l o w s 

the c o l o r - c o d i n g and i d e n t i f i c a t i o n f o r t h i s e x h i b i t as we 

see i n E x h i b i t 1? 

A. Yes, i t does. 

Q. The parent — or the o r i g i n a l p i l o t w e l l on t h i s 

d i s p l a y i s the w e l l i n black? 

A. Number 225E, yes, s i r . 

Q. Yes, s i r , and the proposed expansion p i l o t w e l l s 

are those w e l l s i n yellow? 

A. Correct. 

Q. A l l r i g h t . I t ' s your understanding t h a t these 
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w e l l s s a t i s f y the c o n d i t i o n s of surface use, and t h a t 

t h e y ' r e a l l p r o p e r l y a v a i l a b l e f o r approval? 

A. Yes, they are. 

Q. My question f o r you as a g e o l o g i s t , s i r , i s , do 

a l l of these l o c a t i o n s s a t i s f y you from a s c i e n t i f i c 

p o s i t i o n as being an appropriate place i n the r e s e r v o i r t o 

have a data point? 

A. Yes, they do. Each one of these w e l l s w i l l see 

the t h r e e subunits of the Dakota t h a t are our producing 

r e s e r v o i r s present, and i n a pay scenario t h a t we are 

c o n t r i b u t i n g , t h a t gas i s being c o n t r i b u t e d from these 

r e s e r v o i r s . 

Q. A l l r i g h t . I know Mr. Catanach i s f a m i l i a r w i t h 

how B u r l i n g t o n and Conoco and others subdivide the Dakota, 

but t o give us an i l l u s t r a t i o n we can u t i l i z e r i g h t now, 

l e t ' s have you t u r n t o E x h i b i t 16 --

A. Yes. 

Q. -- and do t h a t f o r us. 

A. E x h i b i t 16, t h a t ' s the type l o g , and i t happens 

t o be from the 225E, which we are keying our p i l o t 

expansion o f f of. I t shows the e n t i r e Dakota i n t e r v a l from 

the Greenhorn above the Dakota t o the Morrison below, and 

the subunits of the Dakota which we have c o r r e l a t e d across 

our u n i t , and which are the same u n i t s t h a t B u r l i n g t o n 

c o r r e l a t e s i n t h e i r areas. 
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Starting from the bottom, we have subunits of the 

Burro Canyon, Encinal Canyon, which we f i n d not p r o d u c t i v e 

i n the 28-7 t o date. The lower Cubero i s our f i r s t 

developed r e s e r v o i r i n here, and the yell o w i s t h e net 

e f f e c t i v e pay t h a t I have drawn from t h i s type l o g and from 

the other logs i n the Dakota pen e t r a t i o n s i n the 28-7 and 

surrounding area. 

I f you n o t i c e , the lower Cubero i s a very 

changeable u n i t . I t i s very l a t e r a l l y i n e x t e n s i v e . I t i s 

a f l u v i a l system, dominantly -- t i d a l - d o m i n a t e d f l u v i a l . 

The next u n i t t h a t we come t o i s the Cubero. 

This i s the question t h a t you asked, Mr. Examiner, before: 

How do the Cubero and the Paguate c o r r e l a t e ? This i s our 

c o r r e l a t i o n , and I bel i e v e t h i s i s very close t o what 

B u r l i n g t o n c o r r e l a t e s the Cubero i n t e r v a l w i t h . That u n i t 

i s extensive, the Cubero i s extensive across the Basin. At 

l e a s t across our 28-7 U n i t , i t changes by j u s t a few f e e t . 

I t i s one of the b e t t e r producing u n i t s w i t h i n the Dakota 

i n our area. 

The next u n i t i s the Paguate, and t h i s i s where 

the changes take place. On the west side of our 28-7 U n i t , 

the Paguate begins t o develop i n t o r e s e r v o i r - q u a l i t y rock, 

but very, very t h i n i n existence. I n t h i s area i t i s not 

r e s e r v o i r - q u a l i t y rock. And as you move t o the west, the 

Cubero loses r e s e r v o i r - q u a l i t y rock. So they k i n d of take 
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the place of each other as the main r e s e r v o i r . But i n the 

28-7, the Cubero i s the main producing r e s e r v o i r compared 

t o the Paguate. 

Then you see a marker bed which I used f o r our 

datum f o r hanging any s t r a t i g r a p h i c c r o s s - s e c t i o n on, and 

t h a t i s a very f l a t d e p o s i t i o n a l u n i t over the e n t i r e 28-7 

U n i t , which I can c o r r e l a t e s t r a t i g r a p h i c s t a c k i n g packages 

of the i n t e r v a l s i n the Twowells and i n the Cubero and 

lower Cubero. 

Above t h a t , the next h i g h l y p r o d u c t i v e i n t e r v a l 

i n the Dakota i s the Twowells, and t h a t i s f a i r l y b l a n k e t 

i n character over the northern p o r t i o n of our u n i t . I t 

does show some complexities i n the northern p o r t i o n of the 

u n i t , above t h i s blanket sandstone member. But t y p i c a l l y , 

i t i s one of the dominant r e s e r v o i r s i n the 28-7 n o r t h e r n 

p o r t i o n of our u n i t . 

Then above t h a t you go i n t o a deep-water shale 

deposit known as the Graneros/Greenhorn, and then you're 

completely out of the s e c t i o n . 

Q. The team as selected t o increase the d e n s i t y 

around the 225E w e l l . 

A. Yes, s i r . 

Q. That i s one of the o r i g i n a l p i l o t w e l l s f o r which 

we have l o t s of data? 

A. Yes, s i r . 
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Q. And the concept, then, i s t o increase the d e n s i t y 

around t h i s wellbore t o t r u e 80-acre d e n s i t y — 

A. Yes, s i r . 

Q. — so t h a t you can t e s t the hypothesis as t o how 

much more a d d i t i o n a l d r i l l i n g can be supported on whatever 

d e n s i t y l e v e l f o r the Dakota? 

A. Yes, s i r . 

Q. I n t h i s area of the a d d i t i o n a l expansion 

d r i l l i n g , do we have a l l three l a y e r s a v a i l a b l e f o r 

t e s t i n g ? 

A. A l l three layers are found p r o d u c t i v e i n t h i s 

area. 

Q. Let's see how these layers are d i s t r i b u t e d 

throughout the u n i t i n a general way, and I assume you've 

done a l l t h a t k i n d of thing? 

A. Yes, s i r , I have. 

Q. Let's take one example, and i f y o u ' l l look a t 

E x h i b i t 17, w e ' l l use t h a t as our l o c a t o r . That's the l i n e 

of c r o s s - s e c t i o n f o r your s t r a t i g r a p h i c c r o s s - s e c t i o n , 

r i g h t ? 

A. Yes, t h i s i s the cross-section A-A', so u t h - t o -

n o r t h c r o s s - s e c t i o n over the 28-7 U n i t . 

Q. A l l r i g h t , l e t ' s take a moment and u n f o l d E x h i b i t 

18, which i s , i n f a c t , t h a t c r o s s - s e c t i o n . Okay, I don't 

want you t o give us a d e t a i l e d education i n the cross-
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s e c t i o n , Mr. Glaser, i f y o u ' l l j u s t give us the executive 

summary 

A. Okay. 

Q. — what's the major point? 

A. This i s a cross-section from southwest t o 

no r t h e a s t , across the 28-7 U n i t . And i t c l e a r l y shows, 

again, the yellow i s net e f f e c t i v e pay t h a t I have picked 

through the Dakota i n t e r v a l s . 

And the lower Cubero, as you can see on the l e f t -

hand side of the cross-section — i t c l e a r l y i s i n d i c a t e d 

— i s a h i g h l y changeable u n i t . I t changes l a t e r a l l y and 

v e r t i c a l l y i n s e c t i o n . As you scan over the u n i t , you can 

see how v a r i a b l e t h a t f l u v i a l system i s . And p o s s i b l y 

t h a t ' s why we see higher pressures i n some areas and less 

i n o t hers, depending on the c o r r e l a t i v e sandbodies between 

w e l l s . 

The next u n i t i s the Cubero. This, as you look 

across the e n t i r e cross-section, you can see a f a i r l y 

u n i f o r m f e a t u r e , about 20 t o 22 f e e t of average r e s e r v o i r -

q u a l i t y rock. 

The datum again i s i n d i c a t e d i n the black l i n e . 

This i s a very, very good c o r r e l a t i o n marker across the 

u n i t , one t h a t I've picked t o c o r r e l a t e t h i s c r o s s - s e c t i o n . 

The Twowells i s one of the more i n t e r e s t i n g 

packages, along w i t h the lower Cubero being very l a t e r a l l y 

STEVEN T. BRENNER, CCR 
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inextensive. The Twowells, in the northern portion of the 

u n i t , i s a v e r y , v e r y dominant r e s e r v o i r . As you go t o t h e 

v e r y s o u t h e r n p o r t i o n on t h e l e f t - h a n d s i d e , you can see 

t h e n e t e f f e c t i v e pay i n t h e y e l l o w goes down t o z e r o . 

You're b a s i c a l l y d e a l i n g w i t h a n o n - r e s e r v o i r r o c k i n t h a t 

a r e a . I t i s i n t h i s area t h a t t h e Dakota i s v e r y poor i n 

p r o d u c t i o n and can be subeconomic. 

And a l s o , as you can see i n t h e n o r t h e r n p o r t i o n 

o f t h e c r o s s - s e c t i o n on t h e r i g h t - h a n d s i d e , above t h e r e d 

l i n e you have a l i t t l e s t a c k i n g p a t t e r n t h a t does n o t 

c o r r e l a t e t o t h e main body of t h e Twowells. I t i s v e r y — 

h i g h l y v a r i a b l e i n e x t e n t w i t h t h e i n d i v i d u a l w e l l s i n t h e 

n o r t h e r n p o r t i o n o f t h e u n i t . 

Q. A l l r i g h t , l e t ' s go and see how each o f t h e s e 

l a y e r s i s d i s t r i b u t e d t h r o u g h o u t t h e u n i t , and I assume 

yo u ' r e p r e p a r e d an isopa c h o f each o f t h e l a y e r s t h a t w i l l 

g i v e us a v i s u a l i l l u s t r a t i o n o f how t h e t h i c k n e s s i s 

d i s t r i b u t e d ? 

A. Yes, I have. 

Q. L e t ' s go t h r o u g h each o f t h o s e i n a summary 

f a s h i o n and have you i d e n t i f y them f o r us, s t a r t i n g w i t h 

E x h i b i t 19. 

A. Yes, E x h i b i t 19 shows t h e low e r Cubero n e t sand 

i s o p a c h map. I t i s f i v e - f o o t c o n t o u r i n t e r v a l s , t h e y e l l o w 

b e i n g t h e t h i n n e s t , t h e dark orange b e i n g t h e t h i c k e s t , 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

65 

y e l l o w being zero t o ten f e e t of thi c k n e s s , the dark orange 

being greater than 8 0 f e e t i n thickness i n some areas, and 

t y p i c a l l y between 45 and 80 f e e t i s the darkest orange. 

Again, the lower Cubero, you can see how 

changeable the isopach i s throughout the e n t i r e 28-7 U n i t , 

and h i g h l y v a r i a b l e , h i g h l y i n e x t e n s i v e from w e l l t o w e l l , 

and t h a t ' s why you see such a variance i n isopach footages. 

The next e x h i b i t , E x h i b i t Number 2 0 — 

Q. Before you leave t h a t one, l e t me understand a 

p o i n t on E x h i b i t 19. The area t h a t i s t o be s u b j e c t t o the 

increased d e n s i t y f o r the expansion i s i n , g e n e r a l l y , 34 

and 35? 

A. 34, 35 and s l i g h t l y i n 27, yes. 

Q. Just a quick v i s u a l look a t t h i s isopach, i t 

would appear t h a t you have the o p p o r t u n i t y t o t e s t a r a t h e r 

broad range of thickness w i t h i n t h a t expansion area. 

A. Yes, the lower Cubero w i l l again e x i s t . And 

t h i s , again, i s h i g h l y v a r i a b l e . Each w e l l w i l l probably 

show q u i t e a b i t of v a r i a t i o n . So t r y i n g t o p r e d i c t t h i s 

u n i t i s very d i f f i c u l t . But we w i l l have thicknesses, most 

l i k e l y , from 21 t o i n excess of 60 f e e t i n t h i c k n e s s . 

Q. Would t h a t be a reasonable range i n which t o t e s t 

an area such as t h i s f o r a p i l o t t h a t then can be 

t r a n s l a t e d i n some fashion as t o whether or not you d r i l l 

increased d e n s i t y w e l l s elsewhere i n the u n i t ? 
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A. Yes, i t could be. 

Q. A l l r i g h t , l e t ' s take a look, then, a t the next 

l a y e r . I f you go t o E x h i b i t 20, t e l l us the c o l o r code 

here so we understand the contour d i f f e r e n c e . 

A. Yes, t h i s i s E x h i b i t 20, t h i s i s the Cubero net 

sand isopach map, again on f i v e - f o o t contour i n t e r v a l s , the 

yel l o w being zero t o ten f e e t , the orange c o l o r s i n excess 

of 2 0 f e e t . 

Q. A l l r i g h t , and then f i n a l l y E x h i b i t 21. What are 

we l o o k i n g a t here? 

A. E x h i b i t 21 again, t h i s i s the Twowells net sand 

isopach map. The contour i n t e r v a l s — f i v e - f o o t contour 

i n t e r v a l from zero t o ten f e e t i n the l i g h t y e l l o w and i n 

excess of 4 0 f e e t i n the dark orange. 

Q. A l l r i g h t , i s the geologic concept here one where 

you as the g e o l o g i s t would stack the th r e e l a y e r s , f i n d 

l o c a t i o n s where you optimize the o p p o r t u n i t y t o have the 

g r e a t e s t thickness i n a l l three layers? 

A. Yes, I would. 

Q. And when we look at E x h i b i t 21, down towards the 

south and southwestern p o r t i o n of the u n i t , the Twowells 

sand i s simply not there. 

A. Yes. 

Q. Does t h a t help you e x p l a i n why the southern 

p o r t i o n or the southern t h i r d of the u n i t has not y e t seen 
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d r i l l i n g t o the c u r r e n t density? 

A. Yes, i t i s . Again, as I said before, the 

Twowells i s one of the dominant r e s e r v o i r s . Without the 

Twowells, we can f i n d subeconomic w e l l s . 

Q. I n a d d i t i o n t o doing t h i s work, Mr. Glaser, 

you've also helped Mr. Boneau i n p r o v i d i n g the geologic 

data t h a t he's i n p u t t e d i n t o h i s r e s e r v o i r s i m u l a t i o n ? 

A. Yes, I have. 

Q. And t h a t ' s been done independent of t h i s s t u f f 

here, r i g h t ? 

A. Yes. 

Q. A l l r i g h t . Let me ask you t h i s : Once the 

r e s e r v o i r simulator experts and a l l the r e s e r v o i r engineers 

get through doing a l l t h i s s t u f f , and they run t h i s model 

and i t f o r e c a s t s some th i n g s t h a t w i l l happen f o r you, what 

do you as a g e o l o g i s t see t h a t y o u ' l l get, t h a t w i l l a l l o w 

you t o decide where t o increase your d e n s i t y i n the u n i t ? 

A. The net sand isopach maps are probably one of the 

major inputs t o any geologic r e s e r v o i r s i m u l a t i o n , 

modeling, and without these -- wit h o u t the modeling, you 

can p r e d i c t , you can estimate what the gas i n place i s , and 

t y p i c a l l y done f o r net sand isopach maps, t o d i c t a t e where 

the best areas w i l l be. 

But i t doesn't have the lu x u r y of having a 

d e t a i l e d model t o c a l i b r a t e o f f of. 
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Q. For example, you could use a net-pay map, 

c a l c u l a t e o r i g i n a l gas i n place, t h i n k you've got a great 

place t o d r i l l i t , and f i n d the gas i n place i s not there? 

A. Yes, e x a c t l y . 

Q. By a s u b s t a n t i a l magnitude of change, r i g h t ? 

A. Yes. 

Q. A l l r i g h t , so what do you get out of the model? 

A. We get a way t o c a l i b r a t e what the isopach values 

mean, and be able t o take those values, then, and p r o j e c t 

t o other areas t h a t do not have a model, on what k i n d of 

gas-in-place estimates we can -- w i t h a f a i r amount of 

confidence, being able t o r e l a t e t h a t back t o our 

r e s e r v o i r - s i m u l a t i o n model. 

Q. So i f the s i m u l a t i o n can be s u c c e s s f u l l y done and 

f u r t h e r c a l i b r a t e d by the increased d e n s i t y w e l l s , your 

e x p e c t a t i o n and hope i s t h a t you w i l l be able t o u t i l i z e 

t h a t data i n a convenient, expeditious way, perhaps by 

using a net-pay isopach t h a t now has some d e f i n i t i v e 

science behind i t , t o choose the places where increased 

d e n s i t y ought t o occur? 

A. Yes, we hope t o be able t o extend our knowledge 

i n t o the 28-7, other areas t h a t we have not modeled, and 

also i n t o the Basin-Dakota Pool, which w i l l help the whole 

i n d u s t r y , and a t l e a s t another t o o l t o use i n d e c i d i n g 

where increased d e n s i t y may be e s t a b l i s h e d . 
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Q. We o f t e n present t o the D i v i s i o n an a n a l y s i s of 

s t r u c t u r e , because t h a t sometimes i s important, and 

sometimes c r i t i c a l . 

A. Yes. 

Q. I s s t r u c t u r e a c r i t i c a l component of what you're 

doing here w i t h t h i s p r o j e c t ? 

A. I t does not seem t o be c r i t i c a l i n what we're 

doing w i t h our p r o j e c t . 

Q. Can you i l l u s t r a t e t h a t w i t h E x h i b i t 22? 

A. Yes, E x h i b i t 2 2 i s a Greenhorn s t r u c t u r e map. I t 

i s , again, r i g h t above the Dakota. And i t shows r e l a t i v e l y 

u n i f o r m northeast d i p , about 50 f e e t , plus or minus, per 

m i l e . 

MR. KELLAHIN: That concludes my examination of 

Mr. Glaser, Mr. Catanach. 

We move the i n t r o d u c t i o n of h i s E x h i b i t s 15 

through 22. 

EXAMINER CATANACH: E x h i b i t s 15 t h r o u g h 22 w i l l 

be admitted as evidence. 

Mr. Chavez, do you have any questions of t h i s 

witness? 

EXAMINATION 

BY MR. CHAVEZ: 

Q. Mr. Glaser, i s there any s u b t l e d i f f e r e n c e s i n 

the Conoco terminology and geology t h a t d i f f e r from what 
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the Examiner has heard before, perhaps w i t h B u r l i n g t o n ? 

A. We are t r y i n g t o very c l o s e l y use i n d u s t r y 

standards on terminology, and I be l i e v e what B u r l i n g t o n 

presented a couple weeks ago t o the Examiner, we are very 

close t o e x a c t l y what they're c o r r e l a t i n g t h e i r subunits t o 

the Dakota w i t h . 

Q. Okay. On E x h i b i t Number 1 we show t h a t t h e r e are 

i n f i l l w e l l s i n f u l l y developed Dakota i n Section 19 and 20 

of Township 27-7, although those are i n areas where the 

Twowells does not e x i s t . Are those Dakota completions i n 

th e r e uneconomic, or are they s t i l l economic? 

A. Yes, there are w e l l s i n t h i s area t h a t are 

subeconomic, there are w e l l s t h a t are m a r g i n a l l y economic 

i n t h i s area. The r e s e r v o i r changes r a p i d l y , and t h e r e i s 

a c o r r i d o r of what we consider a noneconomic area i n t h i s 

p o r t i o n of the u n i t , i n the southwest p o r t i o n of the u n i t . 

Q. Okay, so i n your examination of the p r o d u c t i o n 

records and a l l , from the Dakota, from these completions, 

d i d you f i n d t h a t out t o be so t h a t these w e l l s are not 

going t o be economic? 

A. Yes, I have. 

MR. CHAVEZ: Okay, thank you. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Glaser, l e t me ask you t h i s . You haven't 
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shown a r e g i o n a l map of the San Juan Basin here, but how 

does t h i s geology w i t h i n the 28-7 Unit compare t o the San 

Juan Basin as a whole? 

A. The geology -- Each u n i t changes q u i t e r a d i c a l l y 

as you go from the east p o r t i o n of the Basin t o the west. 

I n the east p o r t i o n of the Basin, the Cubero and the 

Twowells are the dominant r e s e r v o i r . The lower Cubero, i n 

p o r t i o n s east of the 2 8-7 Unit can be a dominant p o r t i o n of 

the r e s e r v o i r also. 

As you move t o the west, you lose the Cubero 

u n i t . The Twowells u n i t i s not present i n the southwestern 

p o r t i o n of the Basin. So there i s l a t e r a l changes t h a t are 

q u i t e s i g n i f i c a n t from one side of the Basin t o the other 

i n a l l of the t h r e e , and p o s s i b l y more than t h r e e r e s e r v o i r 

i n t e r v a l s of the Dakota. 

Q. I t ' s your opinion t h a t i t ' s necessary t o have the 

Twowells i n t e r v a l present i n order t o economically d r i l l 

these wells? 

A. Yes, at t h i s time, l o o k i n g a t a l l the w e l l s i n 

and around the 28-7, the Twowells i s a dominant producer 

f o r us. And wit h o u t t h a t , we l i m i t ourselves t o a very 

t i g h t lower Cubero sand t h a t may or not need f r a c t u r i n g t o 

enhance the p e r m e a b i l i t y and p o r o s i t y f o r t h a t r e s e r v o i r . 

And the Cubero also has some changes t h a t go on, 

and i t does t h i n out, according t o E x h i b i t Number 20, i t 
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does thin out as you go to the west and to the southwest in 

our u n i t . So you put the loss of the Twowells and a 

t h i n n i n g Cubero w i t h a marginal lower Cubero t h a t may need 

f r a c t u r e enhancement t o a i d i n the pr o d u c t i o n , and you'd 

get some economic w e l l s i n t h a t area. 

EXAMINER CATANACH: I don't have any other 

questions of t h i s witness. 

Any other questions? 

MR. KELLAHIN: No, s i r . 

EXAMINER CATANACH: Okay, t h i s witness may be 

excused. 

Let's take a short break here, t e n minutes. 

(Thereupon, a recess was taken a t 2:09 p.m.) 

(The f o l l o w i n g proceedings had a t 2:20 p.m.) 

EXAMINER CATANACH: Okay, w e ' l l c a l l the hearing 

back t o order and t u r n i t over t o Mr. K e l l a h i n . 

MR. KELLAHIN: Thank you, Mr. Examiner. 

TRENT BONEAU, 

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

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Boneau, would you please s t a t e your name and 

occupation? 

A. My name i s Trent Boneau, I am a r e s e r v o i r 
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engineer w i t h Conoco i n Houston, Texas. 

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

D i v i s i o n ? 

A. No, I have not. 

Q. Summarize f o r us your education. 

A. I graduated from the U n i v e r s i t y of Notre Dame i n 

1990 w i t h a BS i n mechanical engineering, I have an MS i n 

mechanical engineering from Georgia Tech i n 1993, and I 

have a PhD i n petroleum engineering from New Mexico Tech i n 

1997 . 

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

Conoco? 

A. I am c u r r e n t l y a r e s e r v o i r engineer working the 

San Juan Basin, working development aspects and also 

working s i m u l a t i o n aspects. 

Q. What has been your p a r t i c i p a t i o n concerning t h i s 

p a r t i c u l a r A p p l i c a t i o n f o r expanding the Dakota p i l o t 

p r o j e c t w i t h i n the 28-and-7 Unit? 

A. I've been the r e s e r v o i r modeler since we s t a r t e d 

d r i l l i n g the p i l o t w e l l s . 

Q. Have you had the r e s p o n s i b i l i t y f o r i n t e g r a t i n g 

the a d d i t i o n a l data t h a t has been developed from the f i r s t 

s i x p i l o t wells? 

A. Yes, I have. 

Q. And are you p a r t of the team t h a t ' s r e s p o n s i b l e 
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f o r choosing the l o c a t i o n of the a d d i t i o n a l nine expansion 

wells? 

A. Yes, I was. 

Q. And you're responsible f o r doing the r e s e r v o i r 

s i m u l a t i o n f o r the p i l o t ? 

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

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

witness. 

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

Q. (By Mr. K e l l a h i n ) Let me have you t u r n t o 

E x h i b i t 23, and l e t ' s r e f r e s h Mr. Catanach's r e c o l l e c t i o n 

about what you mean when you t a l k about r e s e r v o i r 

s i m u l a t i o n f o r the u n i t . 

A. Okay. 

Q. F i r s t of a l l , describe f o r us the model and how 

you're p u t t i n g t h i s together. 

A. Okay, f i r s t of a l l the computer code we use was 

Eclipse 100, which i s a f a i r l y common product. I t ' s a 

Schlumberger product, so t h a t ' s p r e t t y w e l l accepted as an 

accurate model. 

What we d i d was, b a s i c a l l y , we d i d the s i m u l a t i o n 

i n two steps. We took the data from the p i l o t w e l l s and 

used i t t o c a l i b r a t e our geologic model. And then once we 

c a l i b r a t e d t h a t model, we're using the s i m u l a t o r t o p r e d i c t 

how we t h i n k the expansion w e l l s are going t o do. And t h a t 
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w i l l be what I ' l l be t a l k i n g about. 

Q. Okay. Let's take E x h i b i t 23, then, and describe 

f o r Mr. Catanach how you b u i l t the la y e r s and the g r i d f o r 

the model. 

A. B a s i c a l l y , we b u i l t a g r i d t h a t has t h r e e l a y e r s , 

and these three layers would be the same subunits t h a t have 

been discussed, the Twowells, the Cubero and the lower 

Cubero. We b u i l t a v a r i e t y of models, depending on the 

p i l o t w e l l . We b u i l t e s s e n t i a l l y a s i n g l e model f o r each 

p i l o t w e l l , so we a c t u a l l y had s i x models. But each model 

was about 6000 acres. I t was a 60-by-60-by-3 g r i d . So 

because we had s i x d i f f e r e n t ones, the r e were v a r i a t i o n s i n 

the number of w e l l s . But b a s i c a l l y i t was about nine 

s e c t i o n s , so i n general there were 36 e x i s t i n g Dakota 

w e l l s , f o u r w e l l s per s e c t i o n . 

Q. Okay, l e t ' s s t a r t w i t h the concept i n an 

executive summary of the concept of how the model was 

con f i g u r e d p r i o r t o the f i r s t hearing. How were we 

pre s e n t i n g t h a t t o the D i v i s i o n i n i t i a l l y ? 

A. B a s i c a l l y , we were going through w i t h a generic 

model. We had a -- They incorporated our c u r r e n t 

g e o l o g i c a l estimate i n t o a generic model and then s a i d , 

Well, i f we d r i l l g e n e r i c a l l y on a symmetrical 80-acre 

p a t t e r n , we expect t h i s k i n d of recovery. That was what we 

brought i n t o the f i r s t hearing. 
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Q. A l l r i g h t . Get approval f o r the f i r s t s i x w e l l s , 

those w e l l s are d r i l l e d , and you took each one of those or 

a selec t e d p o p u l a t i o n and r e d i d your model? 

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

Q. A l l r i g h t . You selected one of these t o study, 

which was the 225E w e l l i n Section 34, r i g h t ? 

A. Yes. 

Q. And you ran your s i m u l a t i o n w i t h t h a t a d d i t i o n a l 

data p o i n t and made f u r t h e r f o r e c a s t s w i t h t h a t , true? 

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

Q. What d i d those forecasts t e l l you? 

A. Do you mean what d i d they t e l l us about — I'm 

not sure what you're --

Q. What d i d — 

A. — about the expansion, or what d i d they t e l l us 

about t h a t s i n g l e well? 

Q. What d i d they t e l l you about t h a t s i n g l e w e l l ? 

A. B a s i c a l l y , i t t o l d us t h a t t h a t s i n g l e w e l l , i f 

you add one s i n g l e w e l l t o nine s e c t i o n s , t h a t w e l l i s 

going t o be j u s t about as good as the e x i s t i n g w e l l s t h e r e . 

Q. A l l r i g h t . How do we take t h i s t o the next 

l e v e l , then? 

A. Because we're e v e n t u a l l y l o o k i n g a t g e t t i n g t o 

80-acre spacing, what we'd l i k e t o be able t o do i s 

a c t u a l l y go and d r i l l on area, on 80 acres, where i n the 
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past we j u s t — we have w e l l s s c a t t e r e d about the u n i t , and 

they give us some data throughout the u n i t , but they don't 

r e a l l y show the i n t e r a c t i o n s between a l l the w e l l s on 80 

acres. And so what we'd l i k e t o do, and what we're 

proposing i n our expansion, i s t o d r i l l something more 

s i m i l a r t o t h a t , so t h a t we can model t h a t and c a l i b r a t e 

our model based on the r e s u l t s . 

Q. A l l r i g h t , and t o t e s t the hypothesis about what 

increased d e n s i t y would do and what happens i n the r e a l 

w o r l d w i t h i n the g r i d side of t h a t study area? 

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

Q. A l l r i g h t , l e t ' s go t o E x h i b i t 24, then, and have 

you go back and t e l l us what t h i s demonstrates here. 

A. Well, b a s i c a l l y what we d i d w i t h the pressure 

data from the f i r s t s i x p i l o t w e l l s was, we k i n d of used 

the model as s o r t of an elaborate P/Z-versus-cum estimate, 

t o estimate how much gas there was i n place and k i n d of 

compare t h a t t o our geologic model. 

So we p r e t t y much went i n w i t h the geologic model 

t h a t had — and the e x h i b i t here shows what we went i n 

w i t h , which was about 2 2 t o 2 3 BCF per s e c t i o n , was our 

o r i g i n a l estimate of gas i n place. And then we went 

through and j u s t b a s i c a l l y had a l l the a c t u a l w e l l s , the 

parent and the daughter w e l l s , 32 0s and 160s, we e x t r a c t e d 

t h e i r a c t u a l volumes and t r i e d t o match the pressure t h a t 
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we saw i n the three l a y e r s , i n the p i l o t w e l l s t h a t we 

d r i l l e d . So by t h a t we could c a l i b r a t e how much gas th e r e 

was i n place. 

Q. Okay. Let's t u r n t o E x h i b i t 2 5 t o show Mr. 

Catanach what the g r i d s i m u l a t i o n looks l i k e f o r the 226 

w e l l . 

A. Okay, t h i s b a s i c a l l y shows a 60-by-60 g r i d . 

We've got the e x i s t i n g w e l l s i n there i n yel l o w , i t ' s a 

nice -- the c o l o r i n g i s not i d e a l , but — and we have the 

p i l o t w e l l i n the center. So b a s i c a l l y we p u l l a l l the 

volumes out of the yellow w e l l s and we see what the 

pressure i s 22 6 w e l l , and we change the model u n t i l we get 

what we saw i n the a c t u a l data. 

Q. Okay, what happens, then, when we go t o E x h i b i t 

26? What are you doing here? 

A. I t ' s summarizing what we saw f o r each i n d i v i d u a l 

p i l o t w e l l . 

Q. And what d i d you see? 

A. We saw a v a r i e t y of gas-in-place per s e c t i o n . On 

average we saw about 15, 16. 15.7 BCF per s e c t i o n was our 

average estimate f o r gas i n place. So we saw b a s i c a l l y 

t h a t between — before the p i l o t w e l l s and a f t e r the p i l o t 

w e l l s , our gas-in-place estimate shrunk, based on our 

pressure observations. 

Although our pressure observations, we saw a 
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l i t t l e d e p l e t i o n , we saw 17-percent d e p l e t i o n as opposed t o 

14-percent d e p l e t i o n , something -- you know, t h a t type of 

scale. 

Now, b a s i c a l l y , underneath the 15.7 BCF per 

s e c t i o n I have an average from the c u r r e n t updated geologic 

model. So b a s i c a l l y Terry Glaser, the g e o l o g i s t , and I 

s t a r t i n the same place, w i t h an o l d geologic model. I 

went t o update i t using the pressure data and the 

s i m u l a t o r ; and at the same time, p a r a l l e l , he went updating 

i t by i n c o r p o r a t i n g the c u r r e n t logs, g e t t i n g a b e t t e r 

estimate of what log responses a c t u a l l y pay, and he came up 

w i t h h i s model, which he already demonstrated. 

And you can see i f you look a t the s t u f f from the 

s i m u l a t i o n , you get b a s i c a l l y , on average, something 

s i m i l a r t o h i s answer. And you also get p e r m e a b i l i t y 

estimates and t h i n g s l i k e t h a t . 

Q. A l l r i g h t . For each of the o r i g i n a l s i x p i l o t 

w e l l s , then, you have a g r i d s i m u l a t i o n , you've run the 

model f o r each of the s i x , and they show you c a l c u l a t i o n s 

of gas i n place f o r each of those s i x w e l l s . And there's 

q u i t e a b i t of range t o t h a t . 

A. Yes. 

Q. They range from 12 BCF a l l the way up t o 21.5 

BCF. 

A. Sure. 
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Q. A l l r i g h t . How do we take t h i s , then, t o the 

next step so t h a t we get a more accurate sense and 

understanding of what the gas i n place t r u l y i s ? 

A. Well, the f i r s t t h i n g you have t o r e a l i z e i s t h a t 

when we have a number, i t ' s r e a l l y based on one data p o i n t . 

I t ' s based on the pressure i n one observation w e l l . And 

e r r o r s i n t h a t pressure or -- You're b a s i c a l l y drawing a 

l i n e through two p o i n t s i n a P/Z-versus-cum sense, and you 

don't r e a l l y -- the second p o i n t , the c u r r e n t s t a t u s when 

we d r i l l the p i l o t w e l l s , we're basing a n i n e - s e c t i o n area 

on one s i n g l e w e l l . 

And from a pressure-gathering s t a n d p o i n t , we'd 

l i k e t o go get pressure on a d d i t i o n a l w e l l s w i t h i n t h a t 

area so we can f u r t h e r c a l i b r a t e those estimates and see i f 

our 15.5, f o r instance, f o r the 225E, i s r e a l l y accurate. 

Q. A l l r i g h t , and you propose t o do t h a t , as 

i l l u s t r a t e d on E x h i b i t 27, i n an area which we've 

p r e v i o u s l y described as being associated w i t h the c u r r e n t 

p i l o t w e l l , which i s Number 225E? 

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

Q. This would be the i l l u s t r a t i o n i n the s i m u l a t i o n 

g r i d t o show where these data p o i n t s would be i n p u t t e d i n t o 

the computer? 

A. Yes. 

Q. A l l r i g h t . What do you achieve w i t h t h i s t h a t 
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you can't achieve without the a d d i t i o n a l expansion wells? 

A. B a s i c a l l y we w i l l get t o see i n the r e a l w o r l d 

and compare t o our s i m u l a t i o n how d r i l l i n g on 80 acres — 

what the r e s u l t s w i l l be. We're going t o get data on a 

f i n e r mesh, and we're going t o get p r o d u c t i o n data on a 

f i n e r mesh, e s s e n t i a l l y . 

Q. Why was the 2 2 5E area chosen, as opposed t o one 

of the other f i v e i n i t i a l p i l o t w e l l areas? 

A. There are a v a r i e t y of reasons f o r t h a t . One, 

our i n i t i a l gas-in-place estimate was i n the mid-range, so 

we would t e s t what we thought was a mid-range concept. 

Two, we have more data t h e r e , we have a core i n 

t h a t are, the 2 2 5E. Topography allowed us t o a c t u a l l y 

d r i l l f a i r l y e a s i l y w i t h only one deviated w e l l b o r e i n t h i s 

area, so we could a c t u a l l y d r i l l an 80-acre spacing f a i r l y 

e a s i l y i n t h a t area. And I t h i n k those are the main 

d r i v e r s . 

Q. I n t h i s r e s e r v o i r , w i t h the c u r r e n t database, 

what parameters or values are you t r y i n g t o match or 

simulate w i t h your computer? 

A. The main t h i n g s we're t r y i n g t o match are 

p e r m e a b i l i t y and gas i n place, and also we want t o get more 

i n i t i a l r a t e data, because the r a t e s we've seen from these 

w e l l s are higher than what we i n i t i a l l y f o r e c a s t e d . 

And i f we have less gas i n place, and each 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

82 

a d d i t i o n a l w e l l appears t o be making more than o r i g i n a l l y 

f o r e casted, we have t o consider what i s the proper 

development. I t changes what our i n i t i a l idea was of what 

the proper development was, because we have less gas i n 

place, and i t appears t h a t a d d i t i o n a l w e l l s may be making 

more gas. 

Q. For purposes of t h i s s i m u l a t i o n , then, you're 

matching the production of the w e l l s w i t h i n the modeled 

area? 

A. And we're going t o match the pressures t o o . 

We're going t o use the pressure from t h i s s t u f f , from these 

a d d i t i o n a l nine w e l l s , t o c a l i b r a t e our gas-in-place 

estimates along w i t h the 225E, so we can b a s i c a l l y see how 

these l o c a t i o n s are being drained by t h e i r o f f s e t s and see 

i f t h a t corresponds w i t h our geologic model. 

Q. C u r r e n t l y , you would be l i m i t e d i n your a n a l y s i s , 

because you can only match as t o production? 

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

Q. And the few pressure data p o i n t s t h a t you may 

have? 

A. Right, i n t h i s model we would have one pressure 

data p o i n t . 

Q. A l l r i g h t . With the increased d e n s i t y w e l l s , the 

a d d i t i o n a l nine, you now have new p o i n t s of p r o d u c t i o n and 

new p o i n t s of pressure t o match against? 
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A. That's c o r r e c t . 

Q. I n order t o achieve those matches, what are the 

values t h a t you're adjusting? You're going t o a d j u s t which 

of your parameters t o make t h a t match? 

A. Layer thicknesses, p r i m a r i l y l a y e r thicknesses or 

hydrocarbon pore volume per la y e r , and p e r m e a b i l i t y of the 

l a y e r s , would be our main match parameters. 

Q. The other values would remain constant? 

A. We may have t o do some t i n k e r i n g w i t h w e l l 

completion e f f i c i e n c y and th i n g s l i k e t h a t , t h a t we appear 

t o be g e t t i n g b e t t e r h y d r a u l i c f r a c t u r i n g than we were i n 

the past. 

Q. A l l r i g h t . Let's go t o E x h i b i t 28 and look a t an 

i l l u s t r a t i o n of the h i s t o r y match and then the base 

f o r e c a s t f o r t h i s p a r t i c u l a r a n a l y s i s . Describe f o r us 

what you've done and what i t shows. 

A. B a s i c a l l y , t h i s shows f o r t h i s expansion area, 

the model t h a t was on E x h i b i t 27, i t shows — the dark blue 

l i n e shows how we t h i n k the model i s going t o do, the red 

squares leading up t o 2 000 show how the model -- how the 

w e l l s a c t u a l l y performed. So you can see t h a t we have our 

model performing as the w e l l s a c t u a l l y d i d perform. And 

the l i t t l e red t r i a n g l e s show how our d e c l i n e curve 

estimates show how the cu r r e n t w e l l s w i l l produce. 

So you can see b a s i c a l l y t h a t our model p r e t t y 
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w e l l matches how we t h i n k the w e l l i s going t o do i f we 

j u s t looked a t the production data. 

Q. A l l r i g h t , l e t me make sure I understand. On 

E x h i b i t 27 you've got the e x i s t i n g w e l l s i n yell o w — 

A. Sure. 

Q. -- you've got the i n i t i a l p i l o t w e l l , 225E. And 

then you have imposed i n t o the computer the a d d i t i o n a l 

increased d e n s i t y w e l l s you're asking f o r today? 

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

Q. Then you have run the computer and you have 

matched the production h i s t o r y t h a t ' s known now f o r 

e x i s t i n g w e l l s , and t h a t i s displayed on E x h i b i t 28? 

A. E x h i b i t 2 8 i s only the produc t i o n of the e x i s t i n g 

w e l l s , only the w e l l s i n yellow. So b a s i c a l l y t o say what 

we've known and what we can fo r e c a s t t o t h i s p o i n t . Then 

we're going t o t r y t o say, Well, i f we add i n these 

a d d i t i o n a l w e l l s w e ' l l see t h i s . 

Q. A l l r i g h t . 

A. That's what w e ' l l get t o . 

Q. By adding the a d d i t i o n a l w e l l s , then, you can 

t e s t the accuracy of the fo r e c a s t shown on E x h i b i t 28 t o 

see i f you need t o make adjustments, r i g h t ? Am I missing 

the p o i n t ? 

A. B a s i c a l l y we're saying we t h i n k we have — we 

have matched — t h a t we are going t o have confidence i n our 
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model's a b i l i t y t o p r e d i c t how these w e l l s — f o r the model 

we have, i t matches the o l d e x i s t i n g w e l l s . So 

consequently we t h i n k i f the model -- f o r t h a t model, i t 

w i l l be able t o match the cu r r e n t w e l l s . 

So b a s i c a l l y we're l a y i n g the groundwork f o r 

showing the incremental advances from d r i l l i n g the 

expansion w e l l s . The model r i g h t now w i l l match the a c t u a l 

c u r r e n t e x i s t i n g w e l l s . 

Q. Okay. And what you obtained w i t h the nine 

a d d i t i o n a l w e l l s , then, i s the a d d i t i o n a l data p o i n t t o 

then run the model and see how s u c c e s s f u l l y you can 

fo r e c a s t what w i l l happen? 

A. Yes, w e ' l l be able t o compare — we w i l l have a 

fo r e c a s t f o r how we t h i n k the nine w e l l s w i l l do. When we 

see what they a c t u a l l y w i l l do, then we can go back and 

f u r t h e r c a l i b r a t e our model. So w e ' l l look f o r d i f f e r e n c e s 

between those two t h i n g s . 

Q. A l l r i g h t , l e t ' s see what we t h i n k w i l l occur nw, 

as you've i l l u s t r a t e d on E x h i b i t 29. What are we l o o k i n g 

a t , and how do we read i t ? 

A. E x h i b i t 29, b a s i c a l l y i f you look a t the green 

bar and -- the green l i n e , and ever y t h i n g below i t , shows 

the 52 BCF, and t h a t ' s how much recovery we t h i n k we w i l l 

get from the e x i s t i n g w e l l s i n our n i n e - s e c t i o n area. So 

t h a t b a s i c a l l y corresponds w i t h the dark blue l i n e i n 
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E x h i b i t 28. 

I f we don't d r i l l any increased-density w e l l s , we 

t h i n k t h a t the c u r r e n t w e l l s w i l l make 52.1 BCF. 

Q. I f you d r i l l the nine a d d i t i o n a l w e l l s w i t h i n 

t h i s g r i d area, what does the s i m u l a t i o n f o r e c a s t w i l l be 

the r e s u l t ? 

A. That would be the 59.4-BCF number, so we would 

expect t o recover 7.3 incremental BCF i n reserves. 

Q. The nine a d d i t i o n a l w e l l s i n the g r i d area w i l l 

get you 7.3 a d d i t i o n a l BCF of gas t h a t would not be 

recovered by the w e l l s i n absence of the nine? 

A. A c t u a l l y , t h a t number does inc l u d e the 225E. 

Q. A l l r i g h t . 

A. The 225D i s included as one of the a d d i t i o n a l 

w e l l s . So i t s t e n , a c t u a l l y . 

Q. I s there any way t o read t h i s d i s p l a y t o show 

what p o r t i o n of the production would be a t t r i b u t e d t o r a t e 

a c c e l e r a t i o n ? 

A. Yes, the dark blue area shows b a s i c a l l y what we 

t h i n k the e x i s t i n g w e l l s w i l l produce i f we d r i l l the t e n 

a d d i t i o n a l w e l l s . So i f we d r i l l the t e n a d d i t i o n a l w e l l s , 

they w i l l a c t u a l l y lose -- t h e y ' l l produce 2.6 BCF less 

than they would i f we d i d not d r i l l those w e l l s . 

So you could say out of — b a s i c a l l y out of — 

the d i f f e r e n c e between 59.4 and 49.5 shows how much EUR we 
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w i l l get out of the ten w e l l s we d r i l l . So e s s e n t i a l l y the 

te n w e l l s w i l l recover 10 BCF, but only 7.3 BCF of t h a t 

w i l l be new reserves. So you could say 73 percent of the 

pr o d u c t i o n w i l l be new reserves, and 27 percent w i l l be 

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

Q. A l l r i g h t , s i r . Turn t o E x h i b i t 30 and i d e n t i f y 

and describe t h i s d i s p l a y . 

A. This j u s t shows a t y p i c a l w e l l f o r e c a s t , and I 

b a s i c a l l y chose one of the w e l l s t h a t — There were some 

d i f f e r e n c e s i n the w e l l s . I chose one of the w e l l s t h a t 

a c t u a l l y made about a BCF, so i t was about the average, and 

i t shows high i n i t i a l r a t e s f a l l i n g o f f r a p i d l y and p r e t t y 

much j u s t shows the t y p i c a l p r o f i l e s . I t shows a w e l l t h a t 

w i l l make about a BCF, IP at about 1200 MCF a day and 

d e c l i n e o f f f a i r l y r a p i d l y t o s t a b i l i z e out and produce f o r 

40 years. 

Q. A l l r i g h t . The next t h i n g you need t o look a t i s 

what the economic consequences are of paying f o r the 

a d d i t i o n a l nine w e l l s w i t h i n the study area, and whether or 

not 7.3 BCF of new reserves makes sense t o do. 

A. Correct. 

Q. Have you done that? 

A. Yes, we have. 

Q. Do you have a d i s p l a y t h a t i l l u s t r a t e s your 

conclusions? 
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A. That would be E x h i b i t 31. 

Q. I d e n t i f y t h a t and t e l l us what you've concluded. 

A. This i s the economics we ran, and i t ' s economics 

f o r the e n t i r e p r o j e c t , and the p r o j e c t would b a s i c a l l y be 

our nine expansion w e l l s , and i t also includes 225E, would 

a c t u a l l y be f o r a l l t e n w e l l s . 

The t h i n g s we assumed were a $525,000 w e l l cost, 

$500 per month operating cost. We assumed a constant 

p r i c e , which was e s s e n t i a l l y $3.30 per MCF f o r the q u a l i t y 

of gas we t h i n k we're going t o produce. 

The r e s u l t s of t h a t were p r e t t y good economics, 

w i t h 26 percent r e t u r n on investment of .42 P/I, 48-month 

payout. So we t h i n k t h a t the economics of the expansion, 

i f we have the c o r r e c t g e o l o g i c a l model, should be 

p o s i t i v e . 

Q. A l l r i g h t . Summarize f o r us, Mr. Boneau, what 

you t h i n k would be the p o s i t i v e b e n e f i t s of a l l o w i n g you t o 

expand the p r o j e c t as discussed i n t h i s A p p l i c a t i o n . 

A. The main t h i n g i s , the main b e n e f i t would be, 

we'd l i k e t o get an 80-acre analogy. At a c e r t a i n p o i n t 

we'd l i k e t o stop d r i l l i n g p i l o t w e l l s and e i t h e r come 

u n i t w i d e , basinwide, and say, We t h i n k we have enough data 

t h a t we can e x t r a c t from here t o there t o t h e r e . 

What we ev e n t u a l l y would be t a l k i n g would be 80-

acre spacing. We're t a l k i n g about two a d d i t i o n a l w e l l s per 
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GPU. And t h i s — What we're proposing here i s a c t u a l l y t o 

go through and do t h a t . We don't r e a l l y — We don't have 

t h a t i n f o r m a t i o n . 

We b a s i c a l l y have d r i l l e d w e l l s s c a t t e r e d 

throughout the u n i t , t e s t i n g general p r o p e r t i e s throughout 

the u n i t , and we're now recommending -- and t h i s w i l l g ive 

us an idea of what an a c t u a l 80-acre p i l o t w i l l do. We 

w i l l be able t o h o p e f u l l y c a l i b r a t e t h a t t o our geologic 

model, then use our geologic model t o expand and describe 

what we t h i n k would happen i n other p a r t s of the u n i t . 

Q. And decide i f i t ' s the r i g h t or not, r i g h t ? 

A. Sure. 

Q. I t may prove t o be wrong, you know, but we are a t 

l e a s t t e s t i n g a t an 80-acre dens i t y t o see i f i n the r e a l 

w o r l d t h a t ' s going t o work? 

A. Right. B a s i c a l l y , our f i r s t s i x w e l l s showed us 

t h a t one a d d i t i o n a l w e l l per GPU, but e s s e n t i a l l y one 

a d d i t i o n a l w e l l per s e c t i o n , gives us a p r e t t y good w e l l . 

We want t o go out and see, i f we put fo u r a d d i t i o n a l w e l l s 

per s e c t i o n , what's going t o happen. And t o do t h a t we 

need t o b e t t e r c a l i b r a t e our model and a c t u a l l y go do t h a t . 

MR. KELLAHIN: That concludes my questions f o r 

Mr. Boneau. 

We move the i n t r o d u c t i o n of h i s E x h i b i t s 2 3 

through 31. 
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EXAMINER CATANACH: E x h i b i t s 23 through 31 w i l l 

be admitted as evidence. 

Mr. Chavez? 

EXAMINATION 

BY MR. CHAVEZ: 

Q. Yes, you st a t e d e a r l i e r t h a t a f t e r a w h i l e or 

a f t e r some p e r i o d of time, you would be able t o -- when the 

w e l l s were producing, you would be able then t o say, Okay, 

now we know the model works. How much time i s — That's 

what I got of what you said. How much time i s t h a t ? 

A. That's going t o be — what we'd l i k e t o get i s — 

The w e l l s seem t o produce on s i m i l a r d e c l i n e s , and i f we 

see an e a r l y time production, we t h i n k we can f o r e c a s t l a t e 

time p r o d u c t i o n . And b a s i c a l l y from a modeling s t a n d p o i n t , 

we can estimate how q u i c k l y these w e l l s are going t o want 

t o e x t r a c t gas out of our model. 

I f we can estimate how q u i c k l y , which e s s e n t i a l l y 

i s a combination of the r e s e r v o i r p e r m e a b i l i t y and the w e l l 

completion, and i f you then can go and put t h a t i n your 

model and -- b a s i c a l l y the w e l l completion and p e r m e a b i l i t y 

i n f o r m a t i o n , you can fo r e c a s t the i n t e r r e l a t i o n between a l l 

the w e l l s . 

Q. Well, I understand t h a t , but how long i s i t going 

t o take before you w i l l say you're done or you've got a 

handle on i t ? 
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A. I t h i n k one or two months of p r o d u c t i o n should be 

enough t o say t h a t we can — we have a s i m i l a r d e c l i n e and 

we're j u s t going t o b a s i c a l l y , you know, look a t s c a l i n g i t 

up and down. And w i t h i n a few months we should have a 

p r e t t y good idea of what the f i r s t few data p o i n t s are, and 

then we can j u s t b a s i c a l l y -- then we could c a l i b r a t e our 

w e l l completion, check t h a t versus p e r m e a b i l i t y and p r e t t y 

much f o r e c a s t how t h a t w e l l would do i n the absence of a l l 

other w e l l s , and then f o r e c a s t how i t would do w i t h a l l the 

other w e l l s t h e r e . 

S i x t y days, t h i r t y days. 

Q. So have you done t h a t w i t h the e x i s t i n g p i l o t 

w e lls? 

A. We have, yes. 

Q. And the e x h i b i t t h a t showed your h i s t o r y match, 

does t h a t include the p i l o t wells? 

A. No, i t doesn't, t h a t h i s t o r y match i s j u s t f o r 

the n i n e - s e c t i o n area surrounding 225E, and i t only 

includes the w e l l s before 225E. 

We do a c t u a l l y — We have p r e d i c t e d how 225E w i l l 

do, and t h i s k i n d of t i e s i n t o why we're doing the 

expansion. We can p r e d i c t how 225E w i l l do i f we only 

d r i l l i t , but we want t o go through, and we know t h a t i t ' s 

going t o give us about as much gas as the parent and the 

daughter w e l l s . We r e a l l y want t o go through and see what 
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k i n d of recovery i s i t going t o give i f we d r i l l a w e l l 

s i m i l a r t o i t i n every possible l o c a t i o n , every 80-acre 

l o c a t i o n . 

So we can see t h a t i f we have 36 w e l l s , i f we add 

a 37th w e l l i t ' s going t o be b a s i c a l l y the same as the 

f i r s t 36. But i f we go through and we put i n 72 w e l l s , as 

opposed t o 36, t h a t ' s what we want t o t r y t o f o r e c a s t . 

Q. How accurate would you say your E x h i b i t 28 i s on 

the h i s t o r y match f o r e x i s t i n g w e l l s f o r your model? I s 

i t , would you say, 99-percent accurate, 95-percent 

accurate? Do you have a q u a l i t a t i v e or q u a n t i t a t i v e number 

t h a t you could a t t a c h t o that? 

A. D i r e c t i o n a l l y i t i s accurate. A q u a n t i t a t i v e 

number, i t ' s --

Q. Q u a l i t a t i v e l y how i s i t ? Great match, good 

match? 

A. I t ' s a very good match. Y o u ' l l see a c t u a l l y a 

d i f f e r e n c e between the two curves a t the end, and t h a t ' s 

mostly economic l i m i t s on our de c l i n e curves, some t h i n g s 

l i k e t h a t . 

The Eclipse — A r e s e r v o i r s i m u l a t o r does tend t o 

be s l i g h t l y more o p t i m i s t i c i n t i g h t - g a s sands than what 

you would get on dec l i n e curves. And over the long h a u l , 

the d i f f e r e n c e between 3.2-percent d e c l i n e and 3.1-percent 

d e c l i n e adds up t o about a -- I t adds up t o one h a l f of one 
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percent of the production, so you see the d i f f e r e n c e 

between — I t h i n k i t 1 s a very good match. 

The f a c t t h a t we can a c t u a l l y — t h a t the model 

says f o r the next 2 0 years we're going t o be producing 

b a s i c a l l y what our decline curves say i s p r e t t y good, 

because we've e s s e n t i a l l y taken the r e i n s o f f and you l e t 

the horse run, and the horse runs f o r 2 0 years the way you 

a c t u a l l y t h i n k i t w i l l run based on p r o j e c t i o n s from more 

conventional r e s e r v o i r methods. 

Q. Okay. Well now, you have more than 15 or 30 days 

on your p i l o t p r o j e c t . Did you apply the model t o those 

w e l l s , or d i d you get what you might c a l l a s i m i l a r match 

on those w e l l s using the model as i t was before you i n p u t 

any changes t o i t ? 

A. The b i g d r i v e r , I t h i n k , t o the e a r l y p r o d u c t i o n , 

a t l e a s t from the modeling standpoint, i s the completion. 

And i f you look a t the — We can get a good sense f o r what 

the completion i s f o r those w e l l s , yes. We can use — 

That's a d i f f i c u l t question t o answer. 

B a s i c a l l y , we can take the e a r l y p r o d u c t i o n data 

and say t h a t t h i s w e l l appears t o have a f r a c t u r e , t h i s 

long, t h i s k i n d , and i t ' s going t o produce — p r e t t y much, 

you match the d i f f e r e n c e i n ra t e s between the p i l o t w e l l s , 

mostly on the completion e f f i c i e n c y , the s k i n f a c t o r . 

So you can use the e a r l y data w i t h i n t h a t , and I 
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have used the e a r l y data t o say t h a t the s k i n f a c t o r on 

225E i s t h i s , 226E i s t h i s , 135E i s t h i s , 234 i s t h i s , so I 

have done t h a t . And then you can say, Okay, t h a t does --

i f I change the s k i n f a c t o r , I can match the p r o d u c t i o n . 

So i f I change the s k i n f a c t o r w i t h the c u r r e n t 

geologic model f o r perm, thickness, I can match the 

pro d u c t i o n and I can for e c a s t out how i t w i l l do. But I've 

only forecasted out how i t w i l l do i n the sense t h a t i t ' s 

the only a d d i t i o n a l w e l l added t o t h a t area. I'm not sure 

i f I — 

Q. To what area? 

A. To the area t h a t i t e x i s t s i n . For instance, 

we're going --

Q. 160 acres, 80 acres? 

A. Nine sections. 

Q. Nine sections, okay. When you get a match l i k e 

t h a t — So i t ' s not unreasonable t o say t h a t the d i f f e r e n c e 

i n the completion can be fa c t o r e d i n t o your a n a l y s i s , the 

r e s u l t s of your model; i s t h a t r i g h t ? 

A. Yes. 

Q. Okay. Then when your h i s t o r y matches, or when 

your model matches, then, the production, f a c t o r i n g i n the 

d i f f e r e n c e i n completion, how good a match i s t h a t , t h a t 

you r e c e i v e f o r t h a t one well? 

A. I t ' s — the match — You b a s i c a l l y can vary the 
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completion t o match anything. The match i s f i n e , the match 

i s p e r f e c t . We don't know how good the f r a c t u r e i s . I f I 

go d e f i n e the f r a c t u r e however I want t o match the 

pr o d u c t i o n of the c u r r e n t w e l l , I can match i t p e r f e c t l y — 

Q. With a p e r f e c t match — 

A. — i n almost every case. 

Q. What I'm g e t t i n g at here i s , i f you have a 

p e r f e c t match, what more data do you need t o c a l i b r a t e the 

model? 

A. I have a p e r f e c t match i f the geologic model i s 

c o r r e c t . There are enough v a r i a b l e s , i f you f i x one, you 

can change the other one i f you get a match, but t h a t ' s a l l 

based on the premise t h a t the f i r s t one i s c o r r e c t . What 

we're saying i s , we're not sure i f the f i r s t one — We have 

a guess f o r the f i r s t -- the geologic model. You can go, 

then, change the w e l l e f f i c i e n c y , w e l l - c o m p l e t i o n 

e f f i c i e n c y , t o match the production data. 

But you have t o hold one t h i n g constant, and you 

can vary the other, and you can always get a match. But 

the problem i s , what i f t h i s one i s n ' t r i g h t ? I f you 

change t h i s one, then your completion e f f i c i e n c y i s 

d i f f e r e n t . There's an i n t e r r e l a t i o n between the two, and 

i t ' s an i t e r a t i v e process. 

So we would l i k e t o go back — the main d r i v e r i s 

going t o be the -- We t h i n k we can say, i f we look a t a 
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f i n i t e p r o d u c t i o n p e r i o d and we have the r i g h t geologic 

model, we can p r e d i c t how w e l l t h i s model w i l l produce i n 

the absence of a d d i t i o n a l w e l l s , w i t h a d d i t i o n a l w e l l s , e t 

ce t e r a , e t cetera. We t h i n k -- And b a s i c a l l y , i f you have 

the r i g h t geologic model and you match the e a r l y p r o d u c t i o n 

data, we t h i n k you can say how i t w i l l produce from then 

on. 

But we want t o go back and c a l i b r a t e the f i r s t 

step. There are enough v a r i a b l e s t h a t you can — There's 

an u n l i m i t e d number of matches f o r anything, i t ' s an 

i n f i n i t e number of p o s s i b i l i t i e s . We're choosing the 

geologic model constant based on our pressure i n f o r m a t i o n , 

changes of w e l l completion e f f i c i e n c y , u n t i l we match the 

p i l o t w e l l production. 

I f I'm not e x p l a i n i n g t h i s — 

Q. So what you're a d j u s t i n g , then, i s a c t u a l l y your 

we l l - c o m p l e t i o n e f f i c i e n c y ? 

A. For t h i s geologic model we a d j u s t our w e l l -

completion e f f i c i e n c y u n t i l we see p r e d i c t e d r a t e s t h a t 

match the 220-day t o 30-day t o 60-day r a t e s from our s i x 

p i l o t w e l l s , yes. I t ' s a b i t of voodoo. 

Q. I beg your pardon? 

A. I t may sound l i k e a b i t of voodoo, but t h a t i s — 

yes, t h a t i s what we do. 

Q. Yes. Why are nine w e l l s more important than, 
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say, e i g h t w e l l s or seven w e l l s or s i x w e l l s or one w e l l 

w i t h i n t h i s area? 

A. I t h i n k the number nine i s f a i r l y a r b i t r a r y . We 

t h i n k we need a -- I don't t h i n k we n e c e s s a r i l y know how 

many w e l l s we do need, but we know t h a t we need more than 

one data p o i n t . I don't know i f we know what the upper 

l i m i t i s , and t h a t i s -- I t h i n k we're l e a v i n g t h a t 

i n t e n t i o n a l l y ambiguous. We t h i n k t h a t we need a 

r e p r e s e n t a t i v e sampling, and we j u s t picked a b i g enough 

area t h a t i f you d r i l l t h a t area on b a s i c a l l y 80 acres, you 

end up w i t h nine a d d i t i o n a l w e l l s . 

Q. So d i d you do a s t a t i s t i c a l a n a l y s i s t o see how 

your q u a l i t y of your c a l i b r a t i o n would be i f you used fewer 

wells? 

A. No, we d i d not. 

Q. So conceivably you could go t o a smaller area and 

use fewer w e l l s and s t i l l have a model t h a t , as you say, 

might be p e r f e c t ? 

A. You've l o s t me on the model-being-perfect p a r t . 

Q. Well, you had -- I'm s o r r y , your match would be 

p e r f e c t i s what you had said e a r l i e r , not the model. 

A. We f e e l t h a t — The less data you have, the more 

p o s s i b l e answers there are. There are enough t h i n g s t h a t 

you can change -- I f you have one data p o i n t , you don't 

know i f changing t h i s one i s important or t h i s one i s 
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important or t h a t one i s important or t h i s one i s 

important. But i f you have ten data p o i n t s and you have t o 

match t e n data p o i n t s , you s t a r t t o see what's r e a l l y 

important. 

And t h a t ' s we're saying, i s , you c o n s t r a i n the 

number of possi b l e answer and the pos s i b l e r e a l i z a t i o n s i f 

you have more data. I f we had i n f i n i t e data and i n f i n i t e 

equations, we can solve f o r i t . But r i g h t now we've got a 

l o t of pos s i b l e v a r i a b l e s and one data p o i n t . So we have 

t o f i x d i f f e r e n t t h i n g s and vary others. 

But i f we have ten data p o i n t s , we have a much 

b e t t e r chance — i f we have what we f e e l i s a s i g n i f i c a n t 

number of data p o i n t s , we have a much b e t t e r chance of 

having a constrained answer. 

Q. When you say "much b e t t e r " , how much b e t t e r ? 

A. Well, i t should be ten times more accurate. 

Q. So — 

A. Your e r r o r -- B a s i c a l l y , your standard d e v i a t i o n 

w i l l be d i v i d e d by ten. So i f your standard d e v i a t i o n i s 

— I t h i n k the gas i n place i s — the average i s 15, and I 

see t h a t maybe i t ' s 21 or i t ' s 12, and so my d e v i a t i o n i s 

2, 3 BCF, w e l l , i f I go and I have t e n data p o i n t s and 

match i t , you would expect t h a t your standard d e v i a t i o n 

would be h a l f a BCF, or a t e n t h of t h a t . I t ' s a sampling, 

b a s i c a l l y , issue. 
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Q. Would you be able t o supply a s t a t i s t i c a l 

a n a l y s i s of t h a t t o show the q u a l i t a t i v e n e s s ? You j u s t d i d 

t h a t o f f the top of your head. Would t h a t --

A. I mean, I can show t h a t sigma d i v i d e d by N i s — 

I'm not comfortable doing t h a t a t t h i s p o i n t , no. 

Q. Okay. Using the c u r r e n t model you have, i f you 

were t o e x t r a p o l a t e i t t o , say, the southwest p o r t i o n of 

the u n i t where the Twowells i s nonexistent, would you 

expect t o match the production there w i t h your model p r e t t y 

c l o s e l y ? 

A. Well, we're t r y i n g t o use our model — We're 

t r y i n g t o c a l i b r a t e i t on Terry's answer i n one place, and 

then we would then go use Terry's answer i n the other 

place, and I can't t e l l you how t h a t would do. 

But we would expect t h a t the g e o l o g i c a l model, i f 

i t f i t s i n one place, the expectation would be t h a t i t 

would f i t i n another place. And t h a t ' s p r i m a r i l y due t o 

the f a c t t h a t we t h i n k q u a l i t a t i v e l y our g e o l o g i c a l model 

i s c o r r e c t , but q u a n t i t a t i v e l y i t may not be 100-percent 

c o r r e c t . 

So i f Terry's model says i t ' s 20 f e e t of pay, and 

he says i t ' s 10 f e e t of pay here, we t h i n k there's r e a l l y 

t w i c e as much pay, but i t r e a l l y may be 23 and 11.5. So i f 

we can f i r m i t up here, we would be comfortable going t o 

the other place and saying, yeah, we t h i n k t h a t t h a t model 
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would describe the production, would describe what would 

happen i f we increase the de n s i t y t h e r e . And t h a t ' s t he 

basis. 

We b a s i c a l l y want an analogy we can t r a n s f e r 

based on, p r e t t y much, net e f f e c t i v e pay. 

Q. So i f I understand t h a t c o r r e c t l y , then, i f you 

were t o gather data from someplace outside of t h i s small 

area, the model would be t r a n s f e r a b l e ? 

A. The concept i s t r a n s f e r a b l e . The model, i n terms 

of — When I t h i n k of the model, I t h i n k i n terms of t h i s 

l a y e r i s t h i s t h i c k , t h i s l a yer i s t h a t t h i c k , t h i s l a y e r 

i s t h i s t h i c k . But we would need t o know what the data 

i n p u t s were a t t h a t model. We would need t o know the — a t 

t h a t area. We would need t o know how much t h e i r w e l l s 

produced. 

Conceptually, I t h i n k you can apply the same 

concept anywhere, t h a t i f you could go through and say, 

I've looked a t the logs s i m i l a r l y t o the way I looked a t 

the logs here, and the answer there i s X and t h i s answer i s 

Y, and we know how Y performs, we can p r e d i c t how X would 

perform. 

Q. Okay. Given t h a t , given the v a r i a b i l i t y of 

geology you heard across the u n i t , wouldn't i t be more 

b e n e f i c i a l , then, t o perhaps get data from the other 

u n d r i l l e d 32, 34 l o c a t i o n s t h a t are e x i s t i n g w i t h i n t he 
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u n i t i n other places? 

A. More data i s always good. We're l o o k i n g a t 

drawing a l i n e i n the sand and saying, We want an analogy 

we can apply, but we don't want t o a c t u a l l y have t o go do a 

— we don't want our p i l o t t o be d r i l l e d , what we wanted — 

t o d r i l l 80 acres everywhere, because then, l i k e you sa i d , 

i f we're c l e a r l y d e f i n i n g t h i s by d r i l l i n g on 80 acres, and 

i t only t e l l s us about t h i s area, what have you r e a l l y 

done? 

We're loo k i n g t o say, We can take t h i s area 

somewhere else. And i f the g e o l o g i c a l model i s c o r r e c t 

here, we're going t o assume i t ' s c o r r e c t t h e r e , and we 

could b a s i c a l l y apply i t conceptually t o the other area. 

We'd p r e f e r not t o d r i l l up the whole u n i t t o prove we 

could d r i l l the whole u n i t . 

Q. Well, i f you were t o use the 160 w e l l s , gather 

the data from the u n d r i l l e d or p a r t l y d r i l l i n g 160 i n f i l l 

l o c a t i o n s — 

A. Okay. 

Q. — wouldn't t h a t give you a b e t t e r q u a l i t y of 

c a l i b r a t i o n f o r your model across the u n i t ? 

A. Yes, i t would. 

MR. CHAVEZ: Okay, I t h i n k t h a t ' s a l l I have. 

EXAMINER CATANACH: Okay. 

MR. KELLAHIN: Follow-up question, Mr. Examiner. 
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FURTHER EXAMINATION 

BY MR. KELLAHIN: 

Q. Let's f o l l o w Mr. Chavez's l i n e of reasoning. I f 

you go ahead and d r i l l up the r e s t of the u n i t on c u r r e n t 

d e n s i t y , i s t h a t going t o t e l l you anything about whether 

or not you should go t o 80-acre density? 

A. Not as much, because you're much less l i k e l y t o 

see any d e p l e t i o n a t 160-acre spacing. 

Q. You're not going t o know any more than you know 

now, r i g h t ? 

A. When we o r i g i n a l l y d r i l l e d the second w e l l i n the 

GPU, b a s i c a l l y i t took a long time t o get those w e l l s on 

l i n e , and so we e s s e n t i a l l y got bottomhole pressure a t 

those w e l l s , i n i t i a l pressure w i t h no pr o d u c t i o n , and we 

saw t h a t t h e r e was v i r t u a l l y no d e p l e t i o n , because — by 

d r i l l i n g -- we're d r i l l i n g a c t u a l l y — the p i l o t w e l l s we 

d r i l l e d are -- by being 80s, they're c l o s e r t o producers, 

and you a c t u a l l y can see the d e p l e t i o n , and you can use the 

pressure i n f o r m a t i o n . 

But i f your drainage hasn't got t o t h a t p o i n t yet 

because you're d r i l l i n g 160s, the i n f o r m a t i o n -- the only 

data p o i n t you know i s , my drainage hasn't got t o t h i s 

p o i n t . You don't know t h a t the o f f s e t w e l l t h a t produced 2 

BCF has drained 2 0 percent of my production here. 

Q. So the a d d i t i o n a l nine w e l l s w i l l g i v e you an 
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o p p o r t u n i t y f o r data t h a t you can't achieve otherwise? 

A. That you cannot achieve by d r i l l i n g 160s. 

MR. KELLAHIN: That's r i g h t . No f u r t h e r 

questions. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. So once you obt a i n the data from the nine w e l l s 

and you r e c a l i b r a t e your model, your r e s e r v o i r - s i m u l a t i o n 

model, t h a t w i l l enable you t o r e f i n e the geologic model or 

t o — 

A. I t w i l l be a give-and-take i t e r a t i v e process 

between t h a t and the geologic model. I t w i l l g i v e us a 

b e t t e r sense f o r how w e l l our a b i l i t y t o p r e d i c t net pay 

from the logs -- how accurately we do t h a t , a t l e a s t from 

the modeling standpoint, t h a t ' s -- we w i l l be able -- We 

have an estimate of what the net pay i s by going through 

a l l the logs. 

But we don't have enough core data t o say t h i s 

p o r o s i t y , t h i s p e r m e a b i l i t y and t h i n g s l i k e t h a t . We j u s t 

have t o k i n d of q u a l i t a t i v e l y say t h i s i s pay, t h i s i s n ' t 

pay, based on a l o t of work Terry's done on p o r o s i t y logs 

and gamma ray and c o r r e l a t i o n s . 

But yeah, we t h i n k t h a t t h i s w i l l k i n d of scale 

the geologic model, and the geologic model w i l l scale t h i s , 

and t h e r e w i l l be a give-and-take and w e ' l l come up w i t h a 
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b e t t e r answer. 

Q. So once you have a b e t t e r geologic model, you can 

take t h a t and apply i t t o other areas i n the u n i t ? 

A. That's the hypothesis, yes. That's the pl a n . 

Q. Well, how do you do that? Do you -- Then y o u ' l l 

have the s i m u l a t i o n , you input t h a t data i n t o the 

s i m u l a t i o n i n other areas of the u n i t ? 

A. Yes. 

Q. And you should be able t o p r e d i c t w e l l 

performance? 

A. Right, so we could evaluate d i f f e r e n t development 

scenarios, one a d d i t i o n a l w e l l per GPU, two per GPU, 

whatever we t h i n k i s appropriate, and then proceed on t h a t 

type of path. 

Q. Could i t be applied t o areas outs i d e the u n i t ? 

A. I f we f e l t t h a t the geology was -- t h a t the 

methodology f o r determining what i s and i s n ' t pay — i f we 

f e l t t h a t the net e f f e c t i v e — I f we had a net e f f e c t i v e 

pay map t h a t was accurate i n our u n i t and was done by the 

same method or s i m i l a r methodology throughout the Basin, 

yeah, I would assume t h a t you could apply i t wherever. 

Q. Okay, your E x h i b i t Number 29 f o r the n i n e - s e c t i o n 

area, t h a t i s f o r the increased recovery t h a t ' s going t o 

r e s u l t from d r i l l i n g the new wells? 

A. I n a d d i t i o n t o the 225E. I t ' s going t o be the 
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nine wells we're proposing now plus the pilot well, the 

225E, the other 80-acre w e l l . 

Q. Okay. And t h a t was determined from your 

simulation? 

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

Q. And p a r t of the data t h a t y o u ' l l be g a t h e r i n g 

w i l l help t o v e r i f y whether t h i s i s c o r r e c t or not? 

A. Right, t h i s w i l l be our pre-work estimate, and 

then w e ' l l see what our post-work estimate i s . 

Q. Are you going t o be able t o determine what the 

cumulative recovery of the new w e l l s i s going t o be, what 

they're going t o recover u l t i m a t e l y ? 

A. I t h i n k so. Yes, we should be able t o . I f we 

can see enough of the e a r l y time data and we can c o r r e c t l y 

t e l l how much gas there i s i n place, we should be able t o 

p r e t t y much f o r e c a s t the i n t e r r e l a t i o n between those w e l l s 

and the e x i s t i n g w e l l s accurately. 

Q. And on E x h i b i t Number 3 0 f o r the 189F, t h i s i s 

what the s i m u l a t i o n c u r r e n t l y p r e d i c t s how t h i s w e l l w i l l 

behave --

A. Yes, t h a t ' s c o r r e c t . 

Q. — when i t ' s u l t i m a t e l y d r i l l e d ? 

High i n i t i a l producing r a t e s , 1200 MCF a day, 

t h a t d e c l i n e r a p i d l y t o less than 200 MCF a day; i s t h a t — 

A. W i t h i n two years, yes. 
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Q. Okay, t h a t ' s what i t p r e d i c t s ? 

A. That's what i t -- Right, t h a t ' s c o r r e c t . 

Q. Did you guys -- Before you d r i l l e d the f i r s t s i x 

w e l l s , d i d you do a s i m i l a r type of s i m u l a t i o n f o r those? 

A. We d i d . 

Q. And how d i d t h a t come out? 

A. And t h i s i s — I'm going o f f what we brought you 

l a s t time, t h a t we came i n w i t h a higher gas-in-place 

estimate, and we came i n w i t h much lower i n i t i a l p r o d u c t i o n 

r a t e s from the w e l l s . 

And I would a t t r i b u t e t h a t t o the -- Well, the 

modeling was done by people outside of San Juan, and they 

d i d n ' t take i n t o account the f a c t t h a t we're going t o put 

b i g h y d r a u l i c f r a c t u r e s on these w e l l s , and so they had 

w e l l s t h a t came on at 2 00 MCF a day and stayed very 

constant f o r a long time, as opposed t o w e l l s t h a t came 

on. . . 

So we're seeing r a t e s much higher than we would 

have expected from the o l d s i m u l a t i o n work, but i t ' s -- the 

o l d s i m u l a t i o n work wasn't e n t i r e l y accurate i n t h a t sense. 

Q. So have you used the new data t h a t you've 

obtained from the d r i l l i n g of the s i x w e l l s t o update your 

simulation? 

A. Yes, when I went through and we estimated how 

these new w e l l s were going t o perform, we gave them 500-
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f o o t f r a c h a l f l i n k s and t h a t accompanying s k i n , and based 

-- t o get the k i n d of rat e s t h a t we saw from our s i x p i l o t 

w e l l s , yes. 

Q. Okay. Your economics t h a t you presented f o r 

these w e l l s , t h a t doesn't take i n t o account a Mesaverde 

completion i n the wellbore? 

A. No, i t does not. 

Q. So t h a t increases your economics? 

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

EXAMINER CATANACH: Okay, I have no t h i n g f u r t h e r . 

Mr. Chavez? 

MR. CHAVEZ: Follow-up? 

EXAMINER CATANACH: Sure. 

FURTHER EXAMINATION 

BY MR. CHAVEZ: 

Q. I n g e t t i n g data on a 160-acre i n f i l l w e l l , i f the 

o r i g i n a l w e l l had not drained t h a t p o r t i o n of t h a t 320 

acres and you got o r i g i n a l r e s e r v o i r pressure, wouldn't 

t h a t be s i g n i f i c a n t and important i n your model? 

A. I t i s , and we d i d honor t h a t i n the model t h a t — 

The way we d i d the modeling t o estimate the gas i n place, 

when we d i d the pressure-matching i n the model, one of the 

other — i n a d d i t i o n t o having the c o n s t r a i n t t h a t the 

pressure a t the p i l o t w e l l we d r i l l e d had t o match what we 

a c t u a l l y observed, I a c t u a l l y went through on the 160-acre 
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w e l l s , and I had the c o n s t r a i n t t h a t the pressure when we 

d r i l l e d those w e l l s a t t h a t exact p o i n t could not be more 

-- less than 97 percent of the o r i g i n a l gas — o r i g i n a l 

r e s e r v o i r pressure. 

So t h a t doesn't — t h a t ' s not much — a l l you're 

saying i s , the pressure has -- A l l I was saying was, the 

pressure — your drainage couldn't have g o t t e n t h e r e y e t , 

but t h a t d i d n ' t r e a l l y d e f i n e where i t was, i f t h a t ' s . . . 

So t h a t i s an a d d i t i o n a l c o n s t r a i n t . You could 

say, My model needs t o ensure t h a t when I d r i l l these 160 

— t h a t i f I s t a r t i n 1970 d r i l l i n g 320s and i n 1980 I go 

d r i l l 160s, when I d r i l l those w e l l s , my model needs t o 

say, hey, the pressure there i s s t i l l v i r g i n pressure. And 

t h a t was a c o n s t r a i n t I d i d put i n . 

Q. Okay, then, from your model can you estimate or 

p r e d i c t the amount of area t o be drained by w e l l ? 

A. You can estimate the pressure a t any dis t a n c e 

from the w e l l . So i n t h a t sense you could say t h a t r i g h t 

next t o the w e l l i t ' s b a s i c a l l y surface pressure, and on 

out. So you could say t h a t here there's 5 percent of the 

gas, 10 percent — i n t h a t sense, yes, i t ' s — To d r i l l an 

a c t u a l c i r c l e around the w e l l , you'd have t o say, What do I 

want t o say? Do I want t o say t h a t — How f a r away from 

the w e l l am I a t 9 0 percent of the r e s e r v o i r pressure or 60 

— Whatever you chose t o define as your drainage area, the 
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model could t e l l you what t h a t was, you know. But... 

You could say where i s the t r a n s i e n t , yeah, where 

-- how f a r out from the w e l l have I seen any d e p l e t i o n a t 

a l l ? Yes, the model w i l l t e l l you t h a t . 

Q. Okay, so i t might be h e l p f u l , then, t o gather 

t h a t data from the 160-acre i n f i l l w e l l s , whether i t was 

p a r t i a l l y drained or not on t h a t 160, f o r your model? 

A. I t might — I t would be h e l p f u l . I d e a l l y , we'd 

l i k e t o see 500, 600, 400, 800 pounds of d e p l e t i o n . I f 

we're l o o k i n g a t the d i f f e r e n c e between 50 pounds and 75 

pounds or no d e p l e t i o n , you s t a r t t here t o get t o e r r o r s 

w i t h i n j u s t how accurately you're measuring the pressure. 

I d e a l l y , we l i k e t o see data p o i n t s where there's 

been some e f f e c t , but there's been — The more e f f e c t by 

the o f f s e t s , the b e t t e r . I mean, the b e t t e r i t i s f o r — 

t h a t you're — the more convinced you are t h a t the o f f s e t 

a c t u a l l y caused there t o be less pressure t h e r e than you 

would expect. 

I f i t ' s -- You know, our o r i g i n a l pressure 

estimate may be o f f by 50 pounds. So i f you only assume 50 

pounds of d e p l e t i o n , i t ' s hard t o t r u e t h a t n e c e s s a r i l y t o 

the drainage from a 320 w e l l reaching a 160. 

Q. Okay. On your E x h i b i t Number 31 you t e s t i f i e d t o 

increased d e n s i t y economics. I s t h i s — You prepared t h i s ? 

A. Yes, I d i d . 
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Q. So you're e s t i m a t i n g , then, and your testimony i s 

t h a t these w e l l s are economic wells? 

A. Yes, I am. 

Q. How do you r e c o n c i l e t h a t w i t h E x h i b i t Number 12, 

where Mr. Shannon said t h a t one of h i s o b j e c t i v e s was t o 

t e s t whether these w e l l s were economically v i a b l e ? Haven't 

you already met t h a t o b j e c t i v e then? 

A. Well, we're p r e d i c t i n g these w e l l s . We're 

p r e d i c t i n g the w e l l s t h a t we haven't d r i l l e d y e t w i l l be 

economically v i a b l e . So we're going t o go t e s t t h a t 

concept by doing the w e l l s , by d r i l l i n g the w e l l s , 

r e c a l i b r a t i n g the geologic model, p u t t i n g t he p r o d u c t i o n 

data i n and seeing i f we r e a l l y get t h i s k i n d o f . . . 

So i f you look at — 31 i s our p r o j e c t e d 

economics, so t h a t may be misleading. I t ' s the economics 

of a s i m u l a t i o n run i f we d r i l l the nine a d d i t i o n a l w e l l s . 

So i t ' s a forecasted economics f o r the nine a d d i t i o n a l 

w e l l s . 

And I t h i n k what Mr. Shannon i s saying i s , We'd 

l i k e t o go out and a c t u a l l y do these w e l l s t o see i f t h a t ' s 

c o r r e c t . 

I s t h a t clear? 

Q. I f the production came i n a t — using your model, 

a t -- Let me ask you t h i s way: How much less p r o d u c t i o n 

would a w e l l have t o have from your model, or i n a c t u a l i t y , 
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t o not be an economic well? F i f t y percent? Or l e t me ask 

you, would an 80-acre w e l l be economic a t 50 percent of 

what you p r e d i c t the production would be? 

A. No, i t would not. I cannot t e l l you what the 

exact number i s . I'm guessing -- I f we're t a l k i n g 730 

m i l l i o n cubic f e e t per a d d i t i o n a l w e l l i s what we're 

f o r e c a s t i n g , I t h i n k the break-even i s about h a l f a BCF, i n 

a d d i t i o n a l incremental reserves per w e l l , i s about the 

break-even f o r a Dakota s i n g l e . 

Q. Okay, so your economic v i a b i l i t y w i l l be — based 

a t t h a t l i n e , you haven't -- For example, i n l o o k i n g a t the 

economic v i a b i l i t y and using your c a l c u l a t e d economics, you 

haven't put together a chart or something t h a t might be 

h e l p f u l t o understand, f o r us, what you're l o o k i n g a t here? 

A. No, but I could. There i s no c h a r t i n any of 

these e x h i b i t s showing the range of p o s s i b i l i t i e s , showing 

the economics f o r a range of p o s s i b i l i t i e s . We're going t o 

go and say, We t h i n k t h i s i s our best guess of the 

p o s s i b i l i t y , and once we d r i l l the w e l l s w e ' l l have an 

update and we can --No, no, I do not have a c h a r t t h a t 

shows t h a t . 

Q. Given the q u a l i t y --

A. I have a mental image of i t . 

Q. Given the q u a l i t y of the a c t u a l p r o d u c t i o n t o 

your matching, how accurate would you say your estimate i s? 
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You s a i d you had a r e a l l y good match on your model against 

the p r o d u c t i o n , so would you say t h a t E x h i b i t 31 i s 98-

percent c o r r e c t , 99-percent corr e c t ? 

A. Well, I t h i n k we need t o d r i l l the w e l l s t o say. 

But f o r the geologic model we have, and f o r what we've seen 

from our s i x p i l o t w e l l s , which only one of them i s i n t h i s 

area t h a t we're p r e d i c t i n g here, we're using those s i x 

w e l l s t o get an idea of what we t h i n k the completion 

e f f i c i e n c y would be f o r a new w e l l , we're using the 

pressure data t o p r e d i c t what we t h i n k the gas i n place 

would be. 

And those two v a r i a b l e s i n t e r r e a c t , and when 

those two — f o r the averages we've chosen, t h a t t h i s i s 

the answer. We won't know -- I won't know how accurate 

t h i s i s u n t i l we a c t u a l l y d r i l l the w e l l s . 

Q. But do you have some sense of p r o b a b i l i t y t h a t i t 

has a c e r t a i n degree of accuracy? I s t h a t based on your 

corporate plan f o r ROI on wells? I'm wondering, your — 

Everybody has a way t o make these business d e c i s i o n s , so 

you must t h i n k t h a t a l l these w e l l s are important enough 

and p r o f i t a b l e t o d r i l l . 

A. We tend t o do t h i n g s based on our average 

estimate, and t h i s i s our average estimate, i t ' s economic. 

We as a c o r p o r a t i o n would go forward based on t h i s as our 

most l i k e l y hypothesis. 
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I'm not comfortable g i v i n g q u a n t i t a t i v e ranges of 

what could happen, but we d e f i n i t e l y t h i n k t h a t t h i s may 

not happen. Hopefully -- t h a t there's a 50-percent chance 

i t w i l l be b e t t e r , and there's a 50-percent chance i t w i l l 

be less i f we're r e a l l y accurate, and t h i s i s our average 

estimate. That's -- I'm --

Q. Well, you're g e t t i n g a t the p i l o t w e l l s t h a t were 

d r i l l e d by t h a t development? 

A. The 219E — or 219M, maybe, because th e y ' r e 

uneconomic. And you know, again we've — i t ' s -- and when 

we're t a l k i n g about uneconomic or economic, i t ' s based on 

how accurate our for e c a s t i s of how they're going t o do 

from now on. And we're not 100-percent sure t h a t we have 

an accurate f o r e c a s t of how they're going t o do from now 

on. 

You know, most of them have produced a t f a i r l y 

h i g h r a t e s f o r the p o i n t we — pe r i o d we t e s t e d them. But 

we need t o get a d d i t i o n a l data t o be able t o be comfortable 

w i t h saying how we t h i n k we're going t o do from here on. 

I f i t was me, I would say f i v e out of s i x of them 

are r e a l l y s trong economic p r o j e c t s . But t h a t ' s based on 

them b e i n g t h e o n l y w e l l we had i n t h a t a r e a . You know, 

what we're t a l k i n g about here i s going i n an adding nine 

a d d i t i o n a l w e l l s i n the area. They're going t o s t e a l some 

gas from t h a t w e l l and the other w e l l s , and i t ' s going t o 
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change the economic picture. 

But we t h i n k — I would say f i v e out of s i x 

w e l l s , by themselves, as stand-alone p r o j e c t s , i f we d i d n ' t 

do any more d r i l l i n g , would be r e a l l y good economic 

p r o j e c t s . 

MR. CHAVEZ: Thank you. 

EXAMINER CATANACH: Anything f u r t h e r from t h i s 

witness? 

This witness may be excused. 

MR. KELLAHIN: Mr. Examiner, the r e p r e s e n t a t i v e 

from the Bureau of Land Management would l i k e t o make a 

sworn statement. 

EXAMINER CATANACH: Yes, s i r . Were you sworn in? 

MR. DEMBOWSKI: No, s i r . 

EXAMINER CATANACH: Okay, can we do t h a t , please? 

(Thereupon, the witness was sworn.) 

RICHARD K. DEMBOWSKI. 

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

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

MR. DEMBOWSKI: For the record, my name i s 

Richard Dembowski. I'm the Petroleum Management Team 

Leader i n the Farmington F i e l d O f f i c e of the Bureau of Land 

Management. I've been working c l o s e l y w i t h Conoco, as have 

other members of my team throughout the generation p e r i o d 

of t h i s p r o j e c t . 
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The BLM, as you -- w e l l , we're a l l aware — i s 

charged w i t h ensuring the conservative p r o d u c t i o n of 

m i n e r a l resources and maximizing r e t u r n t o the American 

people. So we are the mineral owners' r e p r e s e n t a t i v e s , 

e s s e n t i a l l y the mineral owners. 

Regarding the proposed expansion, my teams 

conducted a d e t a i l e d review of the engineering and geologic 

datum, and BLM takes the p o s i t i o n t h a t the p i l o t be 

approved as proposed. 

The a f f e c t e d w e l l s are located i n a u n i t i z e d area 

c o n t a i n i n g predominantly f e d e r a l minerals. There are no 

c o r r e l a t i v e - r i g h t s issues apparent i n the proposal. The 

w e l l s are located not only w i t h i n the u n i t i z e d area but 

w i t h i n e s t a b l i s h e d p a r t i c i p a t i n g areas, of which Conoco i s 

the operator, and t h a t applies t o both the Dakota and 

Mesaverde. 

The f r a c t u r e i d e n t i f i c a t i o n procedures t h a t you 

heard e a r l i e r i n testimony support the ongoing a n a l y s i s 

e f f o r t s being performed by New Mexico Tech i n reference t o 

the San Juan Basin. 

I n a d d i t i o n t o working w i t h i n d u s t r y , under both 

i n d u s t r y and Department of Energy funding, New Mexico Tech 

i s also working w i t h the Farmington f i e l d o f f i c e , 

s p e c i f i c a l l y w i t h my team, under a cooperative funding 

agreement. This cooperative agreement has been a c t i v a t e d 
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so t h a t Tech, i n conjunction w i t h i n d u s t r y , NMOGA, NMOCD 

and the Bureau of Land Management, may develop a reasonable 

foreseeable development scenario f o r the San Juan Basin. 

This i s i n c o n j u n c t i o n w i t h our resource management pl a n we 

w r i t e t h a t we have ongoing r i g h t now i n the Farmington 

area. The i n f o r m a t i o n t h a t Conoco proposes t o gather 

d u r i n g t h i s p i l o t w i l l be c r i t i c a l and w i l l f u r t h e r support 

t h i s c o l l a b o r a t i v e e f f o r t w i t h New Mexico Tech. 

The p i l o t extension makes p r o v i s i o n s f o r maximum 

wel l b o r e u t i l i z a t i o n , given the planning f o r m u l t i p l e - z o n e 

completions and downhole commingling. 

The Bureau of Land Management supports t h i s 

e f f o r t completely. This proposal resolves a l l s u r f a c e -

impact issues w i t h the BLM through the r e d u c t i o n i n the 

number of w e l l s t h a t w i l l be r e q u i r e d t o d r a i n those 

m u l t i p l e r e s e r v o i r s . The p i l o t expansion w i l l a l s o serve 

t o prove both new reserves and accelerate recovery on 

e x i s t i n g reserves. 

With approximately — w e l l , you've heard from 7 

t o 10 BCF i n cumulative a d d i t i o n a l recovery, i n c l u d i n g 

a ccelerated, you're looking at something over $3 m i l l i o n i n 

net r o y a l t y revenue t h a t w i l l accrue t o both the State of 

New Mexico and the f e d e r a l government. This does not 

consider any severance taxes or any other taxes t h a t may be 

imposed on a l o c a l l e v e l . 
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I n summary, the BLM supports t h i s p i l o t expansion 

program i n the strongest possible terms. 

That's a l l I have, s i r . 

EXAMINER CATANACH: Thank you. 

Mr. K e l l a h i n , do you have anything f u r t h e r i n 

t h i s case? 

MR. KELLAHIN: No, s i r , t h a t concludes our 

pr e s e n t a t i o n , Mr. Examiner. 

EXAMINER CATANACH: There being n o t h i n g f u r t h e r 

i n t h i s case, Case 12,556 w i l l be taken under advisement. 

And t h i s hearing i s adjourned. 

(Thereupon, these proceedings were concluded a t 

3:19 p.m.) 
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