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David Catanach 
O i l C o n s e r v a t i o n D i v i s i o n 
2G4U South Pacheco S t r e e t 
Santa Fe, New Mexico 87505 

Re: Case No. 12137; A p p l i c a t i o n o f P h i l l i p s Petroleum Company 
( " P h i l l i p s " ) f o r t h e e s t a b l i s h m e n t o f a downhole 
commingling r e f e r e n c e case f o r i t s San Juan 32-7 U n i t 
p u r s u a n t t o D i v i s i o n Rule 303.E and t h e a d o p t i o n o f 
s p e c i a l a d m i n i s t r a t i v e r u l e s t h e r e f o r , San Juan County, 
New Mexico. 

Dear Mr. Catanach: 

I have r e c e i v e d Mr. K e l l a h i n ' s l e t t e r o f A p r i l 2 7 t h . Please l e t me 
respond on Mr. Simmons' b e h a l f . 

F i r s t , a l t h o u g h P h i l l i p s d i d p r o v i d e some i n f o r m a t i o n on Mr. 
Simmons' ownership i n t h e u n i t , t h a t d a t a i s i n c o m p l e t e . Mr. 
K e l l a h i n s t a t e s t h a t Mr. Simmons owns i n t e r e s t s i n (among o t h e r s ) 
U n i t T r a c t s 22X, 24B, and 24W. However, my e x a m i n a t i o n o f t h e 
D i v i s i o n ' s u n i t f i l e does n o t i n d i c a t e what l a n d s are w i t h i n these 
t h r e e t r a c t s ; t h e y a re n o t s p e c i f i c a l l y d e s c r i b e d i n f i l i n g s 
P h i l l i p s has made w i t h t h e D i v i s i o n . I t i s ha r d t o make an 
i n f o r m e d d e c i s i o n when P h i l l i p s doe? not p r o v i d e t h e i n f o r m a t i o n i t 
promised a t t h e h e a r i n g . 

Second, Mr. Simmons would s i m p l y l i k e t o c o n t i n u e t o r e c e i v e n o t i c e 
of downhole commingling a p p l i c a t i o n s so t h a t he may s a t i s f y h i m s e l f 
t h a t p r o d u c t i o n i s p r o p e r l y a l l o c a t e d . T h i s i s not a s k i n g much of 
P h i l l i p s . However, i f P h i l l i p s i s u n w i l l i n g t o accede t o t h i s 
s m a l l r e q u e s t f r o m one o f i t s r o y a l t y owners, t h e n Mr. Simmons 
r e q u e s t s t h a t t h e a p p l i c a t i o n be de n i e d . I n su p p o r t o f t h i s 
r e q u e s t , Mr. Simmons s t a t e s : 

1. Mr. Simmons does n o t own i n t e r e s t s i n a l l f o u r P.A.'s. 
T h e r e f o r e , i f p r o d u c t i o n i s i m p r o p e r l y a l l o c a t e d , h i s 
c o r r e l a t i v e r i g h t s w i l l o b v i o u s l y be a f f e c t e d . 



2. I n support of i t s a p p l i c a t i o n and a l l o c a t i o n method, 
P h i l l i p s i s using data from only three w e l l s i n the 
northeast p a r t of the u n i t . See P h i l l i p s E x h i b i t 2. 
Such data i s i n s u f f i c i e n t t o a c c u r a t e l y a l l o c a t e 
p r o d u c t i o n over a u n i t which i s 8 miles long and 6 miles 
wide. P h i l l i p s ' testimony and e x h i b i t s show t h a t the 
producing c h a r a c t e r i s t i c s of the four producing zones 
vary widely across the u n i t . 

3. P h i l l i p s ' engineer gave no s p e c i f i c answer as t o how long 
p r o d u c t i o n w i l l be t e s t e d i n a newly opened zone before 
p r o d u c t i o n i s a l l o c a t e d . This may be of l i t t l e concern 
i n i n d i v i d u a l w e l l s , where i n t e r e s t ownership may be 
uniform. However, since i n t e r e s t s vary widely i n the 
u n i t , p r o d u c t i o n t e s t i n g i s e s s e n t i a l f o r a l l o c a t i o n 
purposes. 

F i n a l l y , a review of the hearing t r a n s c r i p t w i l l show t h a t , i n 
response t o my questions, Mr. Larimer ( P h i l l i p s ' engineer) agreed 
to provide Mr. Simmons w i t h u n i t production data as t o each 
producing formation. He d i d not have t h a t data at the hearing. I f 
P h i l l i p s w i l l not agree t o provide the data i t promised, i t s 
a p p l i c a t i o n should be denied. 

Thank you f o r your c o n s i d e r a t i o n of t h i s matter. 

Very t r u l y yours, 

cc: L a r r y Simmons 
W. Thomas K e l l a h i n 
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JAMES BRUCE 
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POST OFFICR BOX 105« 
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(505) SS2-2043 
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A p r i l 2 8 , 1999 

V i a Fax and U.S. M a i l 

David Catanach 
O i l Conservation D i v i s i o n 
2 04 0 South Pacheco S t r e e t 
Santa Fe, New Mexico 8750 5 

Re: Cage No. 12137; A p p l i c a t i o n of P h i l l i p s Petroleum Company 
( " P h i l l i p s " ) f o r the establishment of a downhole 
commingling reference case f o r i t s San Juan 32-7 Un i t 
pursuant t o D i v i s i o n Rule 3 03.E and the adoption of 
s p e c i a l a d m i n i s t r a t i v e r u l e s t h e r e f o r , San Juan County, 
New Mexico. 

Dear Mr. Catanach; 

I have r e c e i v e d Mr. K e l l a h i n ' s l e t t e r of A p r i l 27th. Please l e t me 
respond on Mr. Simmons' b e h a l f . 

F i r s t , a l t h o u g h P h i l l i p s d i d provid e some i n f o r m a t i o n on Mr. 
Simmons' ownership i n the u n i t , t h a t data i s incomplete. Mr, 
K e l l a h i n s t a t e s t h a t Mr. Simmons owns i n t e r e s t s i n (among others) 
U n i t T r a c t s 22X, 24B, and 24W. However, my examination of the 
D i v i s i o n ' s u n i t f i l e does not i n d i c a t e what lands are w i t h i n these 
t h r e e t r a c t s ; they are not s p e c i f i c a l l y described i n f i l i n g s 
P h i l l i p s has made w i t h the D i v i s i o n . I t i s hard t o make an 
informed d e c i s i o n when P h i l l i p s does not px"cvide the i n f o r m a t i o n i t 
promised a t the he a r i n g . 

Second, Mr. Simmons would simply l i k e t o continue t o r e c e i v e n o t i c e 
of downhole commingling a p p l i c a t i o n s eo t h a t he may s a t i s f y h i m s e l f 
t h a t p r o d u c t i o n i s p r o p e r l y a l l o c a t e d . This i s not asking much of 
P h i l l i p s . However, i f P h i l l i p s i s u n w i l l i n g t o accede t o t h i s 
small request from one of i t s r o y a l t y owners, then Mr. Simmons 
requests t h a t the a p p l i c a t i o n be denied. I n support of t h i s 
request, Mr. Simmons s t a t e s : 

1. Mr- Simmons does not own i n t e r e s t s i n a l l f o u r P.A. 's. 
Therefore, i f p r o d u c t i o n i s improp e r l y a l l o c a t e d , h i s 
c o r r e l a t i v e r i g h t s w i l l o b v i o u s l y be a f f e c t e d . 
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2. I n support of i t s a p p l i c a t i o n and a l l o c a t i o n method, 
P h i l l i p s i s using data from o n l y t h r e e w e l l s i n the 
n o r t h e a s t p a r t of the u n i t . Sjge P h i l l i p s E x h i b i t 2. 
Such data i s i n s u f f i c i e n t t o a c c u r a t e l y a l l o c a t e 
p r o d u c t i o n over a u n i t which if? 8 m i l e s long and 6 mile s 
wide. P h i l l i p s 1 testimony and e x h i b i t s show t h a t the 
producing c h a r a c t e r i s t i c s of the f o u r producing zones 
v a r y w i d e l y across the u n i t . 

3. P h i l l i p s ' engineer gave no s p e c i f i c answer as t o how long 
p r o d u c t i o n w i l l be t e s t e d i n a newly opened zone before 
p r o d u c t i o n i s a l l o c a t e d . This may be of l i t t l e concern 
i n i n d i v i d u a l w e l l s , where i n t e r e s t ownership may be 
un i f o r m . However, since i n t e r e s t s vary w i d e l y i n the 
u n i t , p r o d u c t i o n t e s t i n g i s e s s e n t i a l f o r a l l o c a t i o n 
purposes. 

F i n a l l y , a review o f the hearing t r a n s c r i p t w i l l show t h a t , i n 
response t o my quest i o n s , Mr. Larimer ( P h i l l i p s ' engineer) agreed 
t o p r o v i d e Mr. Simmons w i t h u n i t p r o d u c t i o n data as t o each 
producing f o r m a t i o n . He d i d not have t h a t data at the he a r i n g . I f 
P h i l l i p s w i l l not agree no provide the data i t promised, i t s 
a p p l i c a t i o n should be denied. 

Thank you f o r your c o n s i d e r a t i o n of t h i s matter. 

Very t r u l y yours, 

cc: L a r r y Simmons 
W. Thomas K e l l a h i n 
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