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

4:15 p.m.: 

EXAMINER JONES: Let's go back on the record. 

Do you want t o combine a l l t h r e e of these? 

MR. KELLAHIN: Yes, please. 

EXAMINER JONES: Okay, l e t ' s c a l l Case 14,016 and 

Case 14,017 and Case 14,018. They're the A p p l i c a t i o n of 

ConocoPhillips f o r an exception t o the w e l l d e n s i t y 

requirements of the Blanco-Mesaverde Gas Pool and al s o , i n 

Case 14,016, the Blanco- — the Basin-Dakota Gas Pool, a l l 

thr e e i n Rio A r r i b a County, New Mexico. 

C a l l f o r appearances. 

MR. KELLAHIN: Mr. Examiner, my name i s Tom 

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

K e l l a h i n , appearing t h i s afternoon on behalf of the 

Ap p l i c a n t , and I have one witness t o be sworn. 

EXAMINER JONES: As I see no other appearances — 

Any other appearances? 

W i l l the witness please stand t o be sworn? 

(Thereupon, the witness was sworn.) 

MR. KELLAHIN: By way of i n t r o d u c t i o n , Mr. 

Examiner, Mr. Neale Roberts i s a petroleum engineer w i t h 

ConocoPhillips. He resides i n Farmington, and he's the 

team leader of the group of t e c h n i c a l people t h a t are i n 

the hearing room today. And i n order t o accommodate the 

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 

6 

remaining time and t r y t o expedite the process, Mr. Roberts 

i s the presenter. 

The geologic components t h a t are i n the 

pr e s e n t a t i o n t h a t you're about t o see have been worked on 

by he and a geologic expert w i t h ConocoPhillips. I f we are 

not successful i n t h a t p a r t of the p r e s e n t a t i o n , or i f 

t h e r e are questions t h a t Mr. Roberts cannot answer, we do 

have an expert g e o l o g i s t here t o supplement h i s testimony. 

I n a d d i t i o n , we have two land people here t o t a l k 

about land issues i f t h a t becomes necessary. 

What you're about t o see i s the r e s u l t of an 

extensive research e f f o r t by ConocoPhillips t o i n v e n t o r y 

i t s w e l l s f o r compliance w i t h the w e l l d e n s i t y requirements 

of the Blanco-Mesaverde and the Basin-Dakota Pools. 

You may r e c a l l t h a t back i n March of l a s t year 

you were the Hearing Examiner when B u r l i n g t o n brought t o 

you an example of a noncompliant spacing u n i t i n which, by 

happenstance, B u r l i n g t o n had put two Mesaverde w e l l s i n the 

same 40. And I have copies of t h a t order t o r e f r e s h your 

memory. 

As p a r t of t h a t process, when the r e was the 

c o n s o l i d a t i o n of the two companies, ConocoPhillips then 

picked up the same methodology of research and study t o see 

i f t h e i r i n v e n t o r y of those w e l l s f o r those pools had any 

of those k i n d of problems. 
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As an end r e s u l t of t h a t search, Mr. Roberts i s 

here t o t e s t i f y about how a l l t h a t was done. We come down 

w i t h a p o p u l a t i o n of s i x 320-acre spacing u n i t s , of which 

th r e e have a circumstances i n which w i t h i n those 32 0s t h e r e 

are a 40-acre t r a c t t h a t have two w e l l s . I n two of the 

cases they're Mesaverde w e l l s . I n the t h i r d case, i t ' s a 

Dakota t h a t ' s p a i r e d up. 

I n none of those 32 0-acre spacing u n i t s have we 

exceeded the dens i t y t h a t would otherwise be allowed. The 

mistake has been, they have d r i l l e d two w e l l s i n the same 

40, as opposed t o spreading them out i n t o two d i f f e r e n t 80-

acre t r a c t s . 

The dilemma f o r Mr. Roberts and h i s team was not 

only t o s a t i s f y t h a t those were the only ones, but then t o 

decide whether one of those w e l l s ought t o be plugged and 

abandoned. Cu r r e n t l y three of those w e l l s are shut i n so 

t h a t there i s no noncompliance going on. 

The question now i s whether we r e s t o r e those t o 

product i o n and w i l l grant them as exceptions. The end 

r e s u l t of Mr. Roberts' study w i t h h i s t e c h n i c a l people i s 

t h a t he has found c o r r e l a t i v e r i g h t s would not be v i o l a t e d 

i f you allow them t o r e t u r n those w e l l s t o p r o d u c t i o n , and 

he goes through a complex set of c a l c u l a t i o n s w i t h some 

r e s e r v o i r s i m u l a t i o n t o show you how you reach t h a t 

conclusion. So t h a t ' s about where we're headed. 
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And w i t h your permission, Mr. Examiner, there's a 

PowerPoint show. I n a d d i t i o n , the hard copies of the 

d i s p l a y are i n the e x h i b i t books before you, and Mr. Brooks 

and the c o u r t r e p o r t e r has a copy. F i n a l l y , I w i l l g i v e 

you the dis c of the PowerPoint. I f f o r any reason you need 

t o go through the PowerPoint again, y o u ' l l have the d i s c 

f o r your own computer. 

NEALE ROBERTS. 

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. With t h a t i n t r o d u c t i o n , Mr. Roberts, would you 

please s t a t e your name and occupation? 

A. Neale Roberts, and I'm a r e s e r v o i r engineer a t 

ConocoPhillips. 

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

A. Farmington, New Mexico. 

Q. Give us a general summary of what i s t h a t you've 

done as an engineer concerning the p r o j e c t s i n v o l v e d i n the 

thre e cases t h a t Examiner Jones i s about t o hear. 

A. I became involved i n the p r o j e c t a t the 

conclusion of the research t h a t you described wherein the 

cases t o be considered were i d e n t i f i e d . And from t h a t 

p o i n t I — we a c t u a l l y found s i x v i o l a t i o n s , and I 
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recommended other s o l u t i o n s i n three of them and then 

pursued the arguments t o request exceptions f o r the 

remaining t h r e e . So t h a t — k i n d of the d e c i s i o n as t o 

what t o do w i t h the s i x v i o l a t i o n s and then the assessments 

of the th r e e cases t h a t we decided t o proceed t o request 

exceptions f o r , a l l of t h a t work was done by me. 

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

q u a l i f i e d as a petroleum engineer before the D i v i s i o n ? 

A. Yes. 

Q. Have you s a t i s f i e d y o u r s e l f t h a t you have had 

s u f f i c i e n t database on which t o perform the work t h a t you 

did? 

A. Yes. 

Q. And w i t h the assistance of the g e o l o g i s t , d i d you 

have a s u f f i c i e n t geologic basis i n which t o s e l e c t 

geologic parameters f o r your r e s e r v o i r simulations? 

A. Yes, we — the work t h a t we d i d i n t e g r a t e s 

pressure and production and geologic data i n t o a f a i r l y 

coherent a n a l y s i s t h a t a l l serves t o support and v a l i d a t e 

the conclusions. 

Q. As p a r t of your study, d i d you have a v a i l a b l e t o 

you the appropriate production and pressure data from the 

area? 

A. Yes. 

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

STEVEN T. BRENNER, CCR 
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petroleum engineer. 

EXAMINER JONES: Mr. Roberts i s expert i n 

petroleum — 

Q. (By Mr. Ke l l a h i n ) I f y o u ' l l take the e x h i b i t 

book f o r a moment, Mr. Roberts, and l e t ' s go past E x h i b i t 

1, which i s simply a reproduction of the three hearing 

A p p l i c a t i o n s and the associated p l a t s , and l e t ' s t u r n t o 

what would be marked as E x h i b i t Tab Number 2. I f you look 

behind t h a t t a b , you're going t o f i n d an area l o c a t o r map. 

Correspondingly, i f y o u ' l l take the PowerPoint a t 

t h i s p o i n t , Mr. Roberts, l e t ' s s t a r t w i t h the d i s p l a y which 

f i r s t appears behind Tab Number 2 and l e t you set the stage 

f o r what Mr. Brooks and Mr. Jones are about t o see. 

A. Yes, t h i s i s a p l a t of the San Juan Basin showing 

the township boundaries as w e l l as the u n i t boundaries. 

And h i g h l i g h t e d on t h i s p l a t i n pink are the 28-and-7 U n i t 

i n a southwesterly p o s i t i o n , w i t h the 29-and-5 U n i t t o the 

northeast. 

Two of the exceptions t h a t we're r e q u e s t i n g occur 

i n 28-and-7, i n c l u d i n g one Mesaverde, as w e l l as one Dakota 

case — 

(PowerPoint d i s p l a y went blank.) 

THE WITNESS: That's not good. Did we p u l l a 

plug here? 

FROM THE FLOOR: I t h i n k t h a t was probably the b u l 

STEVEN T. BRENNER, CCR 
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THE WITNESS: The bulb burned out? 

FROM THE FLOOR: Yeah. 

THE WITNESS: Okay, c a r r y on from the book? 

Q. (By Mr. Ke l l a h i n ) Let's go t o the book. 

A. Okay, go from the book. 

The remaining t h i r d case i s a Mesaverde case, and 

i t occurs i n the southern p a r t of the 29-and-5 U n i t . 

MR. KELLAHIN: I f you f l i p t o the second page of 

E x h i b i t 2, l e t ' s focus i n on the p l a t . And f o r the record, 

Mr. Jones, you're looking a t the Dakota issue, and you're 

l o o k i n g a t Case 14,016, i s the f i r s t p l a t . 

EXAMINER JONES: Okay. 

Q. (By Mr. Ke l l a h i n ) I d e n t i f y f o r us the spacing 

u n i t i n v o l v e d , Mr. Roberts. 

A. Yeah, t h i s would be the west h a l f of Section 24. 

I n the northwest quarter of the southwest q u a r t e r we f i n d 

two Dakota w e l l s i n d i c a t e d by the blue boxes. That would 

be the 259 and the 2 59G. 

Q. And sometimes the computer overlays may cause you 

some concern about the compliance, so when we're l o o k i n g a t 

t h i s d i s p l a y we're focusing on the southwest q u a r t e r of 

Section 24? 

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

Q. And i t ' s clear from your understanding of t h i s 

c o l o r code t h a t the two Dakota w e l l s are located i n the 

STEVEN T. BRENNER, CCR 
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same 4 0-acre t r a c t ? 

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

Q. Let's t u r n past t h a t one and also o r i e n t the 

Examiner and look a t the next colored d i s p l a y . What are we 

seeing here? 

A. Here we're lo o k i n g at the northeast q u a r t e r of 

Section 34 i n 28-and-7, where the blue wagon-wheel-type 

symbols i n d i c a t e Well 22 5F and Well 91 are both Mesaverde 

completions i n the northwest quarter of the northeast 

q u a r t e r of Section 34. 

MR. KELLAHIN: Mr. Examiner, t h i s l o c a t o r map i s 

associated w i t h Case 14,018, and i t i n v o l v e s the Mesaverde. 

Q. (By Mr. Ke l l a h i n ) And then the next l o c a t o r , Mr. 

Roberts? 

A. Again, i t ' s a Mesaverde case, so we're l o o k i n g a t 

the blue wagon wheels, and we see i n t h i s case, i n Section 

34, northeast — no, excuse me, southwest q u a r t e r of the 

northeast quarter we see two Mesaverde w e l l s i n t h a t 

q u a r t e r s e c t i o n — quarter quarter. 

MR. KELLAHIN: And f o r the record, then, Mr. 

Jones, t h i s i s Case 14,017. 

Q. (By Mr. Ke l l a h i n ) At t h i s p o i n t , Mr. Roberts, 

would you t u r n t o Tab 3 and look at the f i r s t d i s p l a y , and 

l e t ' s s t a r t w i t h the overview. Would you summarize f o r the 

Examiner what i t i s t h a t you and ConocoPhillips have done 

STEVEN T. BRENNER, CCR 
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concerning t h i s p r o j e c t ? 

A. Yeah, t h i s o u t l i n e s the process t h a t we f o l l o w e d 

i n t h i s p r o j e c t , as w e l l as the testimony t h a t we've 

prepared f o r today. We began w i t h a research p r o j e c t where 

we — Following the procedure s i m i l a r t o the B u r l i n g t o n 

case t h a t was presented i n 2 006, we went back over the 

Heritage ConocoPhillips w e l l database t o i d e n t i f y s i m i l a r 

d e n s i t y v i o l a t i o n s . 

And concurrent w i t h t h a t , a t the same time, we — 

having j u s t gone through the a c q u i s i t i o n and merging the 

two business u n i t s , i t was necessary t o review the 

compliance assurance process and b a s i c a l l y r e - e s t a b l i s h 

t h a t process f o l l o w i n g very c l o s e l y the processes 

e s t a b l i s h e d w i t h B u r l i n g t o n Resources and included i n the 

testimony of t h a t Case 13,667. 

Q. We'll t a l k more about the compliance assurance 

process, but am I cl e a r i n understanding t h a t t h e r e are now 

i n place f o r ConocoPhillips the same type of i n t e r n a l 

p r o t e c t i o n s t o preclude the occurrence of m u l t i p l e w e l l s i n 

the wrong quarter quarter section? 

A. Right. 

Q. And i n a d d i t i o n , t h a t program would a l l o w the 

company t o stay i n compliance w i t h the w e l l d e n s i t y f o r 

those pools involved? 

A. Correct. 
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Q. Following the o u t l i n e , then, a f t e r you've 

s a t i s f i e d y o u r s e l f you have a quality-assurance system i n 

place, d i d you f u r t h e r make an i n d i v i d u a l - c a s e assessment 

f o r the noncompliant spacing u n i t s ? 

A. Yes, f o l l o w i n g a l l of those processes we looked 

a t each of the three cases t h a t we wanted t o b r i n g before 

you today from a general p o i n t of view, and then t o examine 

the issues w i t h respect t o c o r r e l a t i v e r i g h t s as w e l l as 

incremental recoveries. 

Q. Let's go now t o Tab 3 [ s i c ] and t a l k about the 

summary of the research e f f o r t s , Mr. Roberts. 

A. Yeah, f o r the research we began by b u i l d i n g our 

database, and i n t h a t process we — i t was necessary t o 

i d e n t i f y a l l the d i r e c t i o n a l w e l l s i n order t o c o r r e c t our 

l o c a t i o n s t o the bottomhole l o c a t i o n s of the d i r e c t i o n a l 

w e l l s . 

Having done t h a t , then, we proceeded t o i d e n t i f y 

a l l q u a r t e r sections t h a t contain more than two w e l l s , as 

w e l l as a l l quarter quarter sections t h a t c o n t a i n more than 

one w e l l . 

With those w e l l s , then, we reviewed previous 

p i l o t approvals t o see i f any of them had already been 

granted exceptions, and v e r i f i e d the company ownership, and 

then f i n a l l y researched the w e l l f i l e s t o confirm, i n f a c t , 

t h a t each of the w e l l s t h a t we had i d e n t i f i e d were, i n 
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f a c t , noncompliant, i n order t o f i n a l i z e our l i s t . 

Q. Do you have f i n a l i z e d l i s t s t o share w i t h the 

Examiner t h i s afternoon? 

A. Yes, we found s i x instances where we were, i n 

f a c t , i n v i o l a t i o n . 

Q. So i f y o u ' l l t u r n t o the next page f o l l o w i n g 

E x h i b i t Tab 4, y o u ' l l see the summary of those s i x 

noncompliant spacing u n i t s ? 

A. Right. And i n the f i r s t case, i n Section 18 of 

28-and-7, we found three completions i n a q u a r t e r s e c t i o n , 

which upon f u r t h e r research we discovered t h a t one of those 

completions had been recorded w i t h the State as a temporary 

abandonment f o l l o w i n g a s i d e t r a c k t o a Dakota w e l l . And i n 

t h i s case we simply f i l e d paperwork t o i n d i c a t e t h a t t h a t 

zone had been plugged and abandoned, and t h a t was resolved. 

I n 3 0-and-6, Section 2, we found t h r e e Mesaverde 

completions i n a quarter s e c t i o n , and t h a t one we found we 

had simply f a i l e d t o abandon, Well Number 15 of San Juan 

U n i t 31-and-6, which was our o r i g i n a l p l a n , and we are now 

prepa r i n g t h a t abandonment. 

Q. That w e l l c u r r e n t l y i s shut in? 

A. Yes. 

Q. Okay. And the t h i r d one, now? 

A. 31-and-8, Section 32, same t h i n g , t h r e e Mesaverde 

completions i n a quarter sections. This p a r t i c u l a r case, 
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i t ' s a very high d e l i v e r a b i l i t y area w i t h checkerboard 

l e a s i n g , and i n f a c t , ConocoPhillips as w e l l as B u r l i n g t o n 

both operate i n t h a t area, and being more or less i n a 

s i t u a t i o n of c o n f l i c t i n g i n t e r e s t s , we d i d n ' t see any 

a l t e r n a t i v e except t o plug t h a t — or abandon t h a t zone i n 

Well 36. 

Q. The f o u r t h one on the l i s t r e f e r s t o Case 14,018, 

and what's the st a t u s of that ? 

A. And t h a t i s Section 34 of 28-and-7. We have two 

Mesaverde w e l l s i n a quarter-quarter s e c t i o n , and we have 

shut i n Well Number 91 of 28-and-7 U n i t , and are here 

requesting an exception t o pool r u l e s today. 

Q. The t h i r d one down [ s i c ] i s associated w i t h Case 

14,017? 

A. And t h a t i s 29-and-5, Section 34, where we have 

two Mesaverde completions i n a quarter q u a r t e r s e c t i o n . 

We've shut i n Well Number 34, and we're re q u e s t i n g an 

exception t o pool r u l e s . 

Q. And the l a s t one, or the s i x t h on the l i s t , i s 

associated w i t h Case 14,016? 

A. Right, t h a t ' s i n 28-and-7, Section 24. We have 

two Dakota completions i n a quarter q u a r t e r s e c t i o n . We've 

shut i n Well Number 259, and we're requesting exception t o 

pool r u l e s . 

Q. As we continue through the e x h i b i t book, Mr. 
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Roberts, you have then d i v i d e d the book so t h a t each of the 

next t h r e e sections i s unique as t o the i n d i v i d u a l case and 

the problems associated w i t h t h a t case? 

A. Except there's four sections remaining. 

Q. Four sections. 

A. Compliance assurance. 

Q. Okay, so i f we t u r n t o Tab 5, then, what are we 

seeing here? 

A. Under Tab 5, t h i s i s the work t h a t k i n d of was 

performed i n p a r a l l e l w i t h the research e f f o r t t o b r i n g our 

compliance assurance process up t o speed, i n order t o avoid 

s i t u a t i o n s going forward. 

Q. Let's do t h a t now. I f y o u ' l l t u r n t o Tab 5, and 

l e t ' s look a t the summary of the compliance assurance 

process. 

A. Yes, t h i s has been i n place now since e a r l y 2007 

and i s based l a r g e l y on the B u r l i n g t o n process t h a t was 

presented i n testimony f o r Case 13,667. 

And a l l of our c a p i t a l p r o j e c t s are i n i t i a t e d by 

a p r o j e c t development team, which c a r r i e s p r o j e c t s from the 

planning and budgeting stage t o the implementation stage, 

and includes process steps i n our land group, surveying 

group, r e g u l a t o r y , c o n s t r u c t i o n and engineering. And each 

step along the way includes v e r i f i c a t i o n of l o c a t i o n 

compliance, and t h i s v e r i f i c a t i o n i s included as checkoffs 
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on a c h e c k l i s t i n a commonly held database using 

p r o p r i e t a r y software. 

And then ongoing improvement t o t h i s process i s 

being taken up i n order t o account f o r i n c r e a s i n g numbers 

of d i r e c t i o n a l w e l l s , which are a b i t of a loop a t the 

moment, yes. 

And f i n a l l y , any recompletion p r o j e c t s are 

checked against our d r i l l i n g i n ventory i n order t o avoid 

d u p l i c a t i n g completions. 

Q. So as each p a r t of the company, whether i t ' s the 

land, the geology or the engineering, i s u t i l i z i n g the same 

master manager, i f you w i l l ? — 

A. Yes. 

Q. — t o make sure t h a t as you go through t h i s 

process i t w i l l recognize and a l e r t you t o what your 

d e n s i t y i s f o r a w e l l , t o make sure t h a t you're s t a y i n g 

w i t h i n compliance — 

A. Correct. 

Q. — t o the l o c a t i o n and d e n s i t y f o r w e l l s i n these 

two pools? 

A. Uh-huh. 

Q. I f y o u ' l l t u r n now, s i r , t o Tab Number 6, l e t me 

d i r e c t your a t t e n t i o n t o Case 14,018, and s t a r t o f f w i t h 

what you d i d i n t h i s p a r t i c u l a r case t o come t o the 

conclusions t h a t you have. 
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A. Yes, f o r each of the cases we had a general 

review of the case t h a t included the w e l l l o c a t i o n s and the 

general land s i t u a t i o n , as w e l l as the geologic s e t t i n g and 

the s p e c i f i c w e l l completions and production h i s t o r i e s . 

Following t h a t , we looked a t c o r r e l a t i v e r i g h t s 

issues by mapping the drainage areas using no-flow 

boundaries from r e l a t i v e r a t e c a l c u l a t i o n s as described by 

Golan and Whitson i n t h e i r book t i t l e d Wel l Performance. 

These maps then were v a l i d a t e d using f l o w i n g m a t e r i a l 

balance, which would take pressure and r a t e data i n t o 

account, as w e l l as volumetric data, t o back i n t o an area 

t h a t would be used, then, t o confirm or not the drainage 

area map. 

F i n a l l y , we looked at incremental r e c o v e r i e s t o 

determine whether or not the loss of the noncompliant w e l l 

would r e s u l t i n a loss of recovery. 

Q. Let me ask you ge n e r a l l y as t o each of the three 

cases, what d i d you conclude about any p o t e n t i a l 

c o r r e l a t i v e - r i g h t s v i o l a t i o n ? 

A. I n each case we concluded t h a t t h e r e would be no 

c o r r e l a t i v e - r i g h t s v i o l a t i o n s . 

Q. And how do you define t h a t question? 

A. We d i d our best t o describe the drainage area of 

the noncompliant w e l l s , and provided t h a t t h a t drainage 

area was contained e n t i r e l y w i t h i n an area of common 
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i n t e r e s t , we decided t h a t t h a t t h e r e f o r e posed no t h r e a t t o 

c o r r e l a t i v e r i g h t s . 

Q. As we look a t each of the thr e e cases, are you 

dea l i n g w i t h production t h a t ' s associated w i t h a 

p a r t i c i p a t i n g area t h a t ' s common i n t h a t general area? 

A. That's c o r r e c t . And i n f a c t , i n one case, the 

one i n Section 34 of 28-and-7 i s very much i n t e r i o r t o the 

u n i t , and we d i d not do t h a t p a r t i c u l a r p a r t of the 

ana l y s i s f o r t h a t case because i t was c l e a r t h a t t h e r e were 

no c o r r e l a t i v e - r i g h t s issues. 

Q. I n a s i t u a t i o n where there was a p o t e n t i a l f o r 

c o r r e l a t i v e - r i g h t s v i o l a t i o n , d i d you then do the drainage 

assessment f o r those other two cases? 

A. Yes, we d i d t h a t f o r the Case i n Section 34 of 

29-and-5, because t h a t p r o r a t i o n u n i t i s adjacent t o the 

28-and-5 U n i t , which has d i f f e r e n t ownership. 

And we also d i d i t f o r the Dakota case i n t h i s 

west h a l f of Section 24 of 28-and-7, which has, i n f a c t , a 

b u f f e r p r o r a t i o n u n i t t o the east before you go i n t o the 

adjacent u n i t . But since i t was as close as t h a t , we s t i l l 

had a look a t t h a t one as w e l l . 

Q. When you get t o the f i n a l p o i n t , having addressed 

c o r r e l a t i v e r i g h t s , you then examined whether the 

noncompliant 40-acre t r a c t ought t o have one of those w e l l s 

plugged. And the analysis then was t o see i f i n 
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combination the two w e l l s were producing more gas than a 

s i n g l e w e l l might otherwise recover? 

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

Q. I s t h a t how you would i d e n t i f y incremental 

reserves? 

A. Yes, we b u i l t a model from our a n a l y s i s of t h a t 

area t o simulate the production from the two w e l l s and the 

drainage area i n question, and we ran cases w i t h both w e l l s 

producing and a case w i t h one of the w e l l s shut i n , i n 

order t o see whether there was any d i f f e r e n c e i n recovery. 

And i n each case, again, we found t h a t t h e r e was 

incremental reserves produced by l e a v i n g both w e l l s on 

prod u c t i o n . 

Q. I ' l l have some more questions f o r you as we look 

a t t h a t process, but t h a t ' s the end r e s u l t of your work? 

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

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

E x h i b i t Tab Number 6 and look more s p e c i f i c a l l y again a t 

the d e t a i l s f o r Case 14,018. S t a r t i n g again, then, w i t h 

the l o c a t o r map. 

A. Yes, again, the w e l l s i n question are here i n 

San Juan 28-and-7 U n i t , and they're found i n Section 34 of 

28-and-7 and are s p e c i f i c a l l y the w e l l s 225F and Well 91. 

And those are both Mesaverde w e l l s , they're i n a standup 

u n i t i n the east h a l f of Section 34, i n t e r i o r t o the u n i 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 

22 

There are t h e r e f o r e no c o r r e l a t i v e - r i g h t s issues i n t h i s 

case, so we went d i r e c t l y t o the question i n t h i s case of 

whether the w e l l s were going t o produce incremental 

reserves i f they were l e f t on production, as compared t o i f 

one was shut i n . 

You might n o t i c e on t h i s d i s p l a y some apparent 

other offenses or noncompliances w i t h the spacing r u l e . 

For example, i n the southwest of Section 26 you n o t i c e two 

w e l l s i n the southeast quarter of the southwest q u a r t e r . 

I n f a c t , Well 27 has been plugged and abandoned, and so 

t h a t one i s not out of compliance. 

S i m i l a r l y i n the northeast q u a r t e r of Section 34, 

Well Number 1 has been t e m p o r a r i l y abandoned. 

I n the northeast of Section 4 i n 27-and-7, Well 

82 has been t e m p o r a r i l y abandoned. 

Q. I t h i n k you misspoke, i t ' s Section 33, the 

northeast — 

A. You're r i g h t . 

Q. — of 33? 

A. Yes, northeast of 33, Well Number 1 i s TA'd. 

Q. So now when we come back and focus on Well 50, 91 

and 225F, do you have a side-by-side comparison of a two-

w e l l c r o s s - s e c t i o n so we can look a t the geology and how 

those w e l l s were completed? 

A. Yes, on the next d i s p l a y you see a c r o s s - s e c t i o n 
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showing the main i n t e r v a l s of the Mesaverde w i t h the C l i f f 

House, the Menefee and the Point Lookout, and you can see 

i n t h i s d i s p l a y , the 225F has completed a l l t h r e e l a y e r s , 

w h i l e the Well Number 91 has completed only the C l i f f House 

and the Point Lookout. 

Q. When we get t o the question of the r e s e r v o i r 

s i m u l a t i o n , am I c o r r e c t i n understanding t h a t the 

r e s e r v o i r simulator i s going t o make some assumptions or 

g e n e r a l i z a t i o n s about the geologic c h a r a c t e r i s t i c s of each 

of these two wellbores as i t runs i t s c a l c u l a t i o n ? 

A. That's c o r r e c t . The basic geologic model w i l l 

have come from a study t h a t i s i l l u s t r a t e d e s s e n t i a l l y by 

the maps t h a t f o l l o w t h i s d i s p l a y . 

Q. Now, the model w i l l make an assumption t h a t 

there's a c e r t a i n range of u n i f o r m i t y i n r e s e r v o i r 

c h a r a c t e r i s t i c s ? 

A. Yes, e s s e n t i a l l y what we d i d i s , we took the 

p r o p e r t i e s from t h i s geologic study a t the center of the 

s e c t i o n and assumed t h a t they were constant throughout the 

study area, which was a piece of t h a t s e c t i o n . 

Q. Have you and the g e o l o g i s t come t o the t e c h n i c a l 

conclusion t h a t i t ' s reasonable and app r o p r i a t e t o make 

those assumptions? 

A. Yes. Yes, and t h a t ' s shown, i n f a c t , I t h i n k , on 

the d i s p l a y s . The f i r s t map — 
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Q. Let's look a t the f i r s t d i s p l a y , and we're 

l o o k i n g a t the C l i f f House? 

A. Right, the C l i f f House formation, and we see 

we're i n a r e l a t i v e t h i c k of the C l i f f House t h a t would be 

associated w i t h an upper marine — 

Q. And t h a t ' s the f i r s t — 

A. — environment — 

Q. — d i s p l a y on the cross-section, r i g h t ? 

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

Q. A l l r i g h t . 

A. And h i g h l i g h t e d — the s e c t i o n i n question i s 

h i g h l i g h t e d i n red here i n 28-and-7, and you see t h a t we're 

at a r e l a t i v e t h i c k associated w i t h an upper marine f a c i e s , 

and t h a t although there i s some gra d i e n t or t h i n n i n g t o the 

south i n t h a t s e c t i o n , the northeast p a r t of the s e c t i o n i s 

r e l a t i v e l y uniform i n the C l i f f House. 

Q. Mr. Roberts, have you and the g e o l o g i s t come t o 

the conclusion, then, t h a t both of these wellbores are i n a 

homogeneous area of the C l i f f House? 

A. Yeah, r e l a t i v e t o each other they're very 

s i m i l a r . 

Q. Let's look a t the r e l a t i o n s h i p i n the Menefee. 

I f y o u ' l l t u r n t o the next area map behind t h a t . 

A. I n the Menefee again, you see r e l a t i v e l y l i t t l e 

v a r i a t i o n i n the area of i n t e r e s t , which could be 
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ch a r a c t e r i z e d as — the Menefee i n general i s a nonmarine 

u n i t which has much d i s c o n t i n u i t y , and i n t h i s p a r t i c u l a r 

p o s i t i o n away from the depicenter, so t o speak, you would 

expect t h a t i t would have very large issues w i t h 

d i s c o n t i n u i t i e s and tend not t o c o n t r i b u t e much t o the 

product i o n i n t h i s area. 

Q. Let's t u r n t o what you and the g e o l o g i s t have 

concluded about the Point Lookout, which i s the next area 

geologic map. 

A. The Point Lookout, we see a much t h i n n e r area 

w i t h respect t o the area of i n t e r e s t , but a t the same time 

very l i t t l e v a r i a t i o n w i t h i n the area of i n t e r e s t . 

Q. So I don't have t o keep asking you the same 

question, are you and the g e o l o g i s t i n agreement t h a t 

there's a s u f f i c i e n t s i m i l a r i t y i n the r e s e r v o i r here t h a t 

your no-flow boundary i s reasonable, making those 

assumptions? 

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

Q. Let's t u r n now t o the s p e c i f i c s of the pro d u c t i o n 

f o r these two w e l l s . 

A. What we see on the next s l i d e i s a graph of the 

product i o n from the two w e l l s over time, w i t h Well Number 

91 being completed i n the Mesaverde since September, 1958. 

Q. And t h i s i s a w e l l t h a t ' s now shut in? 

A. That's c o r r e c t . The 225F was completed i n the 
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Dakota i n August, 2 001, w i t h the Mesaverde being added, 

then, i n January of 2002. 

Q. The p o i n t of t h i s d i s p l a y would be what? 

A. Simply t o i l l u s t r a t e the h i s t o r y of the 

completions and the production. There's nothing t e r r i b l y 

profound coming from t h i s i n terms of a n a l y s i s . 

Q. Okay, l e t ' s t u r n t o your next d i s p l a y and look a t 

your m a t e r i a l balance. 

A. Okay, t h i s i s a p l o t of f l o w i n g m a t e r i a l balance, 

which i s i n d i c a t i n g from Well 91 an o r i g i n a l gas i n place 

w i t h i n the w e l l drainage area of about 4.8 BCF. 

Using our volumetric model t h a t comes from the 

geologic model t h a t we have j u s t displayed, we a r r i v e a t a 

drainage area equivalent of about 2 30 acres around t h i s 

w e l l . 

Q. As a comparison, then, can you run a r e s e r v o i r 

s i m u l a t i o n t o see how t h i s l i n e s up w i t h what you've 

c a l c u l a t e d v o l u m e t r i c a l l y and from m a t e r i a l balance? 

A. Well, i n f a c t , we take the conclusion from t h i s 

t h a t 230 acres i s what i s being drained by Well 91 i n order 

t o c o n s t r u c t a 2 3 0-acre s i m u l a t i o n model, using the same 

i n p u t as the f l o w i n g m a t e r i a l balance. 

Q. Lead us through the analysis of how you do t h i s . 

A. Okay, i t ' s a two-layer model, i n c l u d i n g C l i f f 

House and Point Lookout, which are the assumptions t h a t we 
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use t o a r r i v e a t the 2 30 acres, and i f we look a t the 

graphs on the f o l l o w i n g page what we see i s — 

MR. KELLAHIN: Let me make sure everybody stays 

w i t h you. I'm sor r y I d i d n ' t number these pages, I should 

have. What we're leaving now i s the page t h a t ' s captioned 

Numerical Simulation, and t h a t would be t h i s one, and t h i s 

i s the one t h a t 1 s showing the layer of the computer which 

Mr. Neale Roberts has got layered. 

The next one says Numerical Simulation, and i t ' s 

the quadrant d i s p l a y . 

EXAMINER JONES: Okay. 

MR. KELLAHIN: Okay. 

THE WITNESS: Okay, i n the upper two d i s p l a y s 

we're l o o k i n g a t the h i s t o r y match, and the red c i r c l e s are 

i n d i c a t i n g the a c t u a l production h i s t o r y w h i l e t he red l i n e 

i s i n d i c a t i n g the simulated production h i s t o r y , and the 

black l i n e i s i n d i c a t i n g the backpressure c o n t r o l on the 

w e l l . 

And so we input the same backpressure h i s t o r y 

t h a t the a c t u a l w e l l has, and we f i n d t h a t the model 

produces a r a t e very much l i k e the a c t u a l r a t e , and so we 

say from t h a t t h a t the model i s reasonably matched t o the 

a c t u a l data. 

Then i f we take t h a t model and put i t i n 

p r e d i c t i o n mode and forecast going forward, we have one 
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case shown on the lower l e f t where we close the 91 as of 

today and leave i t closed, and then another case i n the 

lower r i g h t where we leave the 91 open. And the r a t e s f o r 

the model, both w e l l s t o t a l , are shown i n red, and the 

cumulative production f o r both w e l l s t o t a l i s shown i n 

black. 

And we see i n the case where the 91 i s allowed t o 

continue t o f l o w t h a t there i s a s l i g h t l y b e t t e r recovery 

i n the f o l l o w i n g — i n the next 50 years. 

Q. (By Mr. K e l l a h i n ) Can you estimate the 

a d d i t i o n a l incremental recovery associated w i t h the 

modeling of these two wells? 

A. Yes, i t appears t o be i n excess of 200 m i l l i o n 

cubic f e e t . 

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

Here i t ' s captioned C l i f f House Layer Pressure. What are 

we doing here? 

A. Right, t h i s i s a p i c t u r e of the C l i f f House la y e r 

pressure as of 2058, and i n the upper l e f t i t ' s a map view 

of the C l i f f House layer pressure i n 2058 f o r the case 

where the 91 w e l l i s shut i n . You see both w e l l s t h e r e , 

i n d i c a t e d i n black. 

And then i n the map on the r i g h t you see the same 

d i s p l a y f o r the case where the 91 i s allowed t o continue t o 

fl o w , and from the color s you can a s c e r t a i n t h a t the 
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pressure i n the C l i f f House layer as of 2058 i s lower i n 

the case where the — s i g n i f i c a n t l y lower, I should say, i n 

the case where the 91 w e l l i s allowed t o continue t o flow . 

You can also see on each of those maps a red l i n e 

t r a v e r s i n g the map. And i f you walk along t h a t l i n e , you 

would observe the pressures t h a t are i n d i c a t e d i n the ch a r t 

a t the bottom, w i t h the dashed l i n e coming from the model 

where the 91 i s shut i n and the s o l i d l i n e coming from the 

model where the 91 i s f l o w i n g . 

And so i t ' s showing the same i n f o r m a t i o n , j u s t a 

d i f f e r e n t d i s p l a y . I t ' s e s s e n t i a l l y a c r o s s - s e c t i o n a l view 

of the pressure i n t h i s l ayer i n 2058 f o r the two d i f f e r e n t 

cases. 

And what you see i s again the pressure of the 

C l i f f House lay e r i n 2058, i f the 91 i s allowed t o continue 

t o f l o w , w i l l be, or should be, i n the range of 200 p . s . i . , 

whereas i f i t i s shut i n , i t would be g r e a t e r than 250 

p . s . i . 

Q. With the Well 91 f l o w i n g and achieving a lower 

pressure, what i s — what happens, or what's the r e s u l t of 

having a lower f l o w i n g pressure? 

A. Right, the lower r e s e r v o i r pressure would be an 

i n d i c a t i o n of a greater volume of production. There's been 

more gas removed from t h i s l a y e r , and t h a t would be why the 

pressure i s lower. 
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Q. Let's t u r n now t o an ana l y s i s of the Point 

Lookout. 

A. S i m i l a r l y , f o r the Point Lookout l a y e r you see 

two maps f o r the two cases, one where the 91 i s shut i n and 

one where the 91 i s f l o w i n g , and you see again f o r the case 

where the 91 i s f l o w i n g , a lower pressure as of 2058 

i l l u s t r a t e d i n the map, as w e l l as the l a y e r pressure 

t r a v e r s e s . 

Q. Let me have you summarize, then, your conclusions 

and recommendations concerning the w e l l s associated w i t h 

t h i s case. 

A. The conclusions of t h i s a n a l y s i s are t h a t t h e r e 

are no c o r r e l a t i v e - r i g h t s issues, given the l o c a t i o n of the 

i n f r a c t i o n , t h a t the abandonment of Well 91 would r e s u l t i n 

a loss of reserves which I would estimate t o be on the 

order of 240 m i l l i o n cubic f e e t , and t h e r e f o r e we are here 

today t o request a waiver t o produce t h i s w e l l . 

Q. Let's t u r n t o the next case, which i s the second 

p a i r of Mesaverde w e l l s . Now we're d e a l i n g w i t h Tab Number 

7, and we're lo o k i n g a t the e x h i b i t s associated w i t h Case 

Number 14,017. 

S t a r t again w i t h the l o c a t o r map. 

A. Right, we're looking i n t h i s case a t the 34 and 

34R i n the east h a l f of Section 34, which i s adjacent t o 

the 28-and-5 Uni t t o the south, Burlington-operated 28-and-

STEVEN T. 
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5 U n i t t o the south. And we have those two w e l l s o c c u r r i n g 

both i n the southwest quarter of the northeast q u a r t e r , i n 

other words, two w e l l s i n a 40-acre block. 

Q. As p a r t of your research and study, Mr. Roberts, 

have you made any attempt t o come t o any conclusions 

concerning how these v i o l a t i o n s occurred? 

A. No. No, we accepted the research t h a t b a s i c a l l y 

the v i o l a t i o n s e x i s t e d , and our focus has been on where t o 

go forward. 

Q. Whether t o plug and abandon or whether you could 

produce — 

A. Yeah. 

Q. — them and what would happen? 

A. You know, i s t o devise a compliance-assurance 

process t h a t would prevent f u t u r e occurrences, and then 

decide what t o do w i t h these w e l l s . 

Q. Let's then look a t the f i r s t d i s p l a y behind the 

l o c a t o r map, and again l e t ' s look at the geologic 

comparison on the cross-section of Well 34 and 34R. 

A. I n t h i s case we see Well Number 3 4 has 

p e r f o r a t i o n s i n a l l layers of the Lewis, as w e l l as 

Mesaverde, wh i l e the 34R has omitted the second Otero l a y e r 

of the Lewis. 

Q. Now l e t ' s go through the s e r i e s of geologic 

d i s p l a y s and have you t e l l me about your conclusions 
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concerning the u n i f o r m i t y or the nonuniformity of the 

geology when you're looking a t these two wellbores. 

S t a r t i n g o f f , then, w i t h the — what we c a l l t he Navajo 

C i t y . 

A. What y o u ' l l see i n each of these maps i s a w e l l 

t h a t i s f a i r l y m a r g i n a l l y located w i t h respect t o the 

Mesaverde fairway, but i n each case r e l a t i v e l y u n i f o r m 

w i t h i n the area of i n t e r e s t . 

And again, the sec t i o n of i n t e r e s t i s h i g h l i g h t e d 

w i t h a red square i n the south p a r t of 29-and-5. So w i t h 

the Navajo C i t y you see some very minor g r a d i e n t across the 

s e c t i o n , but not much. 

Q. You're s t a r t i n g a t the top, going down? 

A. Yes. 

Q. So a f t e r the Navajo C i t y what happens? 

A. I n the Otero 1 you see a r e l a t i v e absence of 

sandstone, as w e l l i n the Otero 2. 

And then again i n the C l i f f House you're very 

much i n a d i s t a l p o s i t i o n , very marginal i n terms of sand 

content. 

And the Menefee, same s t o r y , as w e l l i n the Point 

Lookout. 

Q. Then a f t e r you get beyond the geologic d i s p l a y s 

you're going t o come t o the production t a b u l a t i o n ? 

A. Right, we see Well 34 coming on pr o d u c t i o n i n the 
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Mesaverde since February of 1957, and the 34R f i n a l l y being 

added i n February of "96. 

There's a large jump i n the 34's p r o d u c t i o n a f t e r 

February of '98 t h a t was caused by a Lewis payout. 

Q. As a p o i n t on the production d i s p l a y , you have — 

ConocoPhillips has shut i n the Number 34 well? 

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

Q. That's the s h u t - i n well? 

A. Yes. 

Q. Moving past the production, then, we come t o a 

drainage area map? 

A. Yes. And t h i s map was b u i l t using the r e l a t i v e 

r a t e s . The w e l l names are i n d i c a t e d i n black, the r a t e s 

are shown i n red, and the no-flow boundaries are c a l c u l a t e d 

between each w e l l based on t h e i r r a t e s . 

And so we posted the no-flow boundaries and drew 

the o u t l i n e of the drainage area and then d i g i t i z e d and 

planimetered t h a t o u t l i n e i n order t o a r r i v e a t an area f o r 

the two w e l l s . 

Q. Let me know, on t h i s d i s p l a y there's an area 

i d e n t i f i e d i n a box, and the caption i n the box says u n i t 

boundary? 

A. Right, t h a t ' s an important p o i n t . That i s the 

boundary between the 29-and-5 and the 28-and-5 U n i t s , and 

we see t h a t our drainage area f o r the two w e l l s i n question 
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does not go over t h a t boundary. 

Q. Give us a general understanding o f , when you run 

t h i s c a l c u l a t i o n , why — Mr. Roberts, as an end r e s u l t of 

the r e s e r v o i r s i m u l a t i o n , you're able t o draw t h i s map. I s 

t h i s a product of the simulation? 

A. No, t h i s a c t u a l l y was a very simple c a l c u l a t i o n 

d erived p u r e l y from the ra t e s of the w e l l s i n the area. 

And i t i s then v a l i d a t e d using f l o w i n g m a t e r i a l balance 

and, upon v a l i d a t i o n , used as input t o the s i m u l a t i o n 

model. 

Q. Give us a general understanding, and perhaps use 

an example w i t h i n the context of t h i s map, of how t h i s 

works? 

A. Okay, f o r example, i f we look a t — a very simple 

example, i f we look a t Well 34 and Well 89, we see t h a t 

both of those w e l l s are producing 110 MCF a day. And given 

t h a t they're producing the same r a t e , we should expect t o 

f i n d the no-flow boundary halfway between the two w e l l s , 

which i s where i t ' s drawn. 

At the same time you see maybe Well Number 9 t o 

the northeast i s only producing 25 MCF a day, and you see 

the boundary there i s drawn perhaps f o u r - f i f t h s of the way 

from the w e l l t h a t ' s making 110 MCF a day t o the w e l l 

t h a t ' s making 25. So the no-flow boundary i s p r o p o r t i o n a t e 

t o the r e l a t i v e r a t e s . 
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Q. And n o r t h of the common boundary l i n e w i t h the 

u n i t t o the south, when we're i n the u n i t t h a t contains 34 

and 34R, t h a t i s w i t h i n a p a r t i c i p a t i n g area w i t h i n t h a t 

u n i t t h a t has had i t s i n t e r e s t s consolidated by 

p a r t i c i p a t i o n ? 

A. Yes, and t h a t i s shown i n a previous d i s p l a y , 

t h a t a l l of — a l l of t h i s 29-and-5 area i s f u l l y expanded 

and p a r t i c i p a t i n g i n the u n i t . 

Q. Let's t u r n t o the next d i s p l a y , i t ' s captioned 

M a t e r i a l Flow Balance — Flowing M a t e r i a l Balance. 

A. Right. Now t h i s step was made as another 

approach t o a r r i v e a t a drainage area, and what we do here 

i s , we go f i r s t t o the o r i g i n a l gas i n place being drained 

by the w e l l s , and then we use our v o l u m e t r i c data t o 

t r a n s l a t e t h a t volume i n t o an area. 

So i n other words, i f we f i n d 5.8 b i l l i o n cubic 

f e e t , and we know t h a t our hydrocarbon h e i g h t i n t h a t area 

i s a given amount, we can use those two numbers t o back 

i n t o a drainage area. And i n t h i s case we f i n d 500 acres 

being a f f e c t e d by the Well 34. 

Q. Did you do a s i m i l a r a n alysis f o r Well 34R? 

A. Yes, and t h a t analysis i n d i c a t e s about 50 acres 

being a f f e c t e d by Well 34R, w i t h the t o t a l being about 550 

acres, which serves t o v a l i d a t e the drainage area map t h a t 

we were f i r s t discussing. 
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Q. And f o l l o w i n g the Flowing M a t e r i a l Balance, you 

have a d i s p l a y t h a t shows the r e s e r v o i r s i m u l a t i o n model, 

and i t says Numerical Simulation? 

A. Right, now t h a t — having a r r i v e d a t an area and 

v a l i d a t e d the volumetric model, we can use t h a t i n f o r m a t i o n 

t o b u i l d a numerical model c o n t a i n i n g the two w e l l s , and 

a l l of the same in p u t data as we used f o r the previous 

a n a l y s i s , i n order t o look a t the impact of abandoning one 

of the w e l l s i n the quarter s e c t i o n . 

Q. I f y o u ' l l t u r n t o the next d i s p l a y a f t e r t h a t , 

you come again t o the s i m i l a r p r e s e n t a t i o n as we j u s t made 

f o r the p r i o r case, the top p a r t of which you're l o o k i n g 

f o r a r e s e r v o i r — you're looking f o r a s i m u l a t i o n match? 

A. That's c o r r e c t , the top two d i s p l a y s show our 

h i s t o r y match on the two w e l l s i n question, which we deem 

t o be acceptable, and given t h a t reasonable h i s t o r y match, 

we then have some confidence t h a t we can f o r e c a s t going 

forward. And we've done two f o r e c a s t s , one w i t h Well 34 

c o n t i n u i n g t o be shut i n , and the other w i t h Well 3 4 open 

t o f l o w f o r the next 50 years. 

Q. And what's your conclusion? 

A. I n t h i s case we see again a s i g n i f i c a n t 

incremental recovery allowed by l e a v i n g both w e l l s f l o w i n g . 

Q. Let's look at t h i s case i n terms of the layered 

pressure. I f y o u ' l l t u r n t o the next d i s p l a y . 
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A. The f i r s t d i s p l a y showing the Lewis l a y e r 

pressures as of 2058, and the map d i s p l a y s show a 

s i g n i f i c a n t l y lower pressure f o r the case where the 34 i s 

allowed t o continue t o flow along w i t h the 3 4R. 

And then i n the layer pressure t r a v e r s e we see 

t h a t the Lewis pressure i n 2058 could be as low as 300 

pounds i f the 34 i s allowed t o continue t o f l o w , whereas i f 

i t i s shut i n i t w i l l probably be c l o s e r t o 450 pounds, 

i n d i c a t i n g a much lower recovery i n t h a t case. 

Q. Okay, l e t ' s look a t the C l i f f House. 

A. I n the C l i f f House we see the same e f f e c t . I f we 

j u s t go d i r e c t l y t o the layer pressure t r a v e r s e s , we see 

t h a t the d i f f e r e n c e between the two cases i s on the order 

of 320 pounds, i f the 34 i s flowed f o r the next 50 years, 

versus maybe 450, 500 pounds i f the 34 i s shut i n . 

Q. And your summary? 

A. The summary i s t h a t we b e l i e v e t h a t there's about 

a 550-acre area being drained by the two w e l l s , but t h e r e 

are no c o r r e l a t i v e - r i g h t s issues w i t h i n the map drainage 

area, and t h a t abandonment of one of the w e l l s would r e s u l t 

i n a loss of reserves on the order of a h a l f a BCF or more, 

and t h e r e f o r e we would request a waiver t o produce both 

w e l l s going forward. 

MR. KELLAHIN: Mr. Examiner, because t h i s spacing 

u n i t ' s southern boundary i s the u n i t boundary l i n e , the 
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u n i t t o the south i s the San Juan 28-and-5, which i s 

operated by B u r l i n g t o n . 

When you review the e x h i b i t s associated w i t h Tab 

Number 1, y o u ' l l f i n d out t h a t there's a c e r t i f i c a t e of 

n o t i f i c a t i o n where we caused a l l the working i n t e r e s t 

owners i n the San Juan 28-and-5 Uni t t o be n o t i f i e d . And 

t o the best of my knowledge and Mr. Alexander's t h e r e have 

been no o b j e c t i o n s . 

The other two were i n t e r n a l t o t h e i r u n i t s , and 

we chose not t o send n o t i c e t o any of the o f f s e t s , because 

a l l the o f f s e t s were common. 

Q. (By Mr. Ke l l a h i n ) Now, Mr. Roberts, l e t ' s t u r n 

t o the f i n a l case behind Tab Number 8. Let's look a t the 

Dakota issue, and the case number i s 14,016. Again, s t a r t 

w i t h the l o c a t o r map. 

A. The two w e l l s i n question i n t h i s case are the 

259 and the 2 59G. They are located i n the northwest 

q u a r t e r of the southwest quarter of Section 24 i n the 

28-and-7 U n i t . 

Q. Again, t h i s spacing u n i t i s the west h a l f of 

Section 24? 

A. That's c o r r e c t . And the u n i t boundary would be 

on the eastern side of the eastern h a l f of Section 24. 

Q. Now l e t ' s go t o the two-well c r o s s - s e c t i o n , look 

a t the two-well comparisons, and l e t ' s t a l k about the 
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geologic components associated w i t h t h i s p r o d u c t i o n . 

A. Each of the we l l s i s completed i n f o u r l a y e r s of 

the Dakota, the top layer being the Twowells. 

The second la y e r , although we see p e r f o r a t i o n s i n 

the Paguate member, we d i d not include t h a t i n our 

modeling, simply because our geologic — c u r r e n t geologic 

model b a s i c a l l y has a n e g l i g i b l e volume i n t h i s l a y e r , i n 

t h i s area. 

The next layer down i s c a l l e d the Cubero member. 

Both w e l l s are completed. 

And below t h a t we have something t h a t on t h i s 

d i s p l a y i s c a l l e d lower Cubero member, f o l l o w i n g an older 

nomenclature, and w e ' l l f i n d t h a t member a c t u a l l y 

i l l u s t r a t e d or labeled the Dakota White Rock Mesa i n a 

l a t e r map, but they're the same lay e r . I t ' s a nomenclature 

issue. 

Q. As p a r t of your study, have you and the 

ge o l o g i s t s working w i t h you come t o conclusions about 

assumptions t o be made about the u n i f o r m i t y of the geology 

associated w i t h each of these two wellbores? 

A. Yes, a l l of our analyses assume a constant 

p e t r o p h y s i c a l parameters, and w e ' l l show i n the maps t h a t 

t h i s i s a reasonable assumption. 

Q. Let's do t h a t . Go through the maps as we look a t 

the Dakota and have you make those comments f o r us. 
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A. The f i r s t map i s of the Twowells, and we see 

we're i n a r e l a t i v e l y sand-rich area, f a i r l y uniform. The 

u n i t or the s e c t i o n i n question i s h i g h l i g h t e d i n red. 

S i m i l a r l y f o r the Cubero sandstone, we see t h a t 

i n the next d i s p l a y , f a i r l y uniform sand d i s t r i b u t i o n . 

And then i n the t h i r d map we're l o o k i n g a t 

something t h a t i s c a l l e d the Dakota White Rock Mesa, and 

again we're i n a f a i r l y uniform area of t h i s member, which 

i s r e f e r r e d t o i n the cross-section as the lower Cubero. 

Q. Let's t u r n your a t t e n t i o n now, Mr. Roberts, t o 

the p roduction i n f o r m a t i o n associated w i t h t h i s case. 

A. We see the Dakota production s t a r t i n g i n Well 259 

i n September of 1978. This w e l l — we r e a l i z e d d u r i n g the 

d r i l l i n g of the 2 59G t h a t we had made t h i s mistake, and so 

we a c t u a l l y shut the w e l l i n p r i o r t o the completion of the 

259G, which happened i n A p r i l of 2006, and we have been 

producing the 259G as a Mesaverde-Dakota commingle since 

A p r i l , 2006. 

Q. Turn t o the drainage map f o r us and i d e n t i f y and 

describe t h i s d i s p l a y . 

A. This drainage area map i s again — i t ' s 

c a l c u l a t e d from r e l a t i v e r a t e s , and what we see here i s a 

drainage area around Well 259 of about 116 acres t h a t does 

not impinge on the u n i t boundary t o the east. 

The 259G i s located t o the northwest of the 259. 
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I t ' s not shown on t h i s d i s p l a y , but i t was not included i n 

t h i s a n a l y s i s because i t had not yet s t a b i l i z e d , and so i t 

was not p o s s i b l e t o analyze t h a t w e l l . But the impact of 

the 2 59G would be t o reduce s l i g h t l y the drainage area of 

the 259 and t o extend the combined drainage area t o the 

northwest, which would be away from any c o r r e l a t i v e - r i g h t s 

issues. 

Q. Well 259G i s the Dakota-Mesaverde dual? 

A. Yes. 

Q. Downhole commingle? 

A. Yes. 

Q. I sa i d dual, i t ' s downhole commingle? 

A. Yeah, i t ' s a commingled w e l l . 

Q. Let's t u r n t o the m a t e r i a l balance. 

A. The m a t e r i a l balance on the 259 i n d i c a t e s 2 BCF 

i n the drainage area, which equates t o 112 acres, which 

agrees very c l o s e l y w i t h the 116 acres from the drainage 

area mapping. So we f e e l c onfident i n those numbers and 

have used them as i n p u t , then, t o our numerical s i m u l a t i o n 

model. 

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

A. Here we see t h a t we've modeled the Dakota as a 

s i n g l e l a y e r , and t h a t ' s j u s t been our experience, t h a t 

w h i l e the Mesaverde e x h i b i t s very strong layered r e s e r v o i r 

p r o p e r t i e s w i t h no crossflow, the Dakota i s — the layered 
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behavior i s less apparent and can be neglected w i t h o u t any-

s i g n i f i c a n t e r r o r s , so we have s i m p l i f i e d t h i s one by 

l o o k i n g a t i t as a s i n g l e l a y e r , and again using a l l of the 

data t h a t was i n p u t or determined from the previous 

a n a l y s i s . 

Q. Let's look a t your s i m u l a t i o n r e s u l t s . F i r s t 

your h i s t o r y match and then your s i m u l a t i o n s . 

A. So again, the top two d i s p l a y s are showing a nice 

h i s t o r y match on the e x i s t i n g w e l l s , f o l l o w e d by two 

f o r e c a s t s , one w i t h the 259 shut i n , and the second w i t h 

the 259 r e s t o r e d t o production f o r the next 50 years. And 

we see i n t h i s case incremental recovery from the model. 

Q. Let's r e l a t e t h a t t o your study of the pressure. 

You have some f l o w i n g pressure here? 

A. Yes, here we have — we see the layered pressures 

i n map view, i n d i c a t i n g s i g n i f i c a n t l y g r e a t e r d e p l e t i o n i n 

the case where the 259 flows. 

And on the pressure traverses we see the case 

where the 259 i s f l o w i n g , having a pressure i n 50 years 

t h a t ranges between 3 00 and 550 pounds, w h i l e the case w i t h 

the 259 shut i n has a lowest pressure of around 420 and 

pressure near the perimeter i n excess of 700 pounds. So 

s i g n i f i c a n t l y b e t t e r recovery f o r the case where the 259 i s 

allowed t o continue t o flow. 

Q. Summarize f o r us your conclusions and 
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recommendations f o r t h i s case. 

A. I n t h i s case, the 259G i s s t i l l i n t r a n s i e n t 

f l o w , so we were unable t o do a drainage area c a l c u l a t i o n , 

but we were able t o confirm a plus or minus 150-acre 

drainage area f o r the 259 through f l o w i n g m a t e r i a l balance 

and drainage area mapping. 

The 259G would f u r t h e r reduce the 259 drainage 

area and extend the c o l l e c t i v e area i n t o the northwest away 

from c o r r e l a t i v e r i g h t s problems, and so we have determined 

t h a t t h e r e are no c o r r e l a t i v e - r i g h t s issues w i t h t h i s case 

and furthermore determined t h a t the abandonment of Well 259 

would r e s u l t i n a loss of reserves on the order of 12 0 

m i l l i o n cubic f e e t . And t h e r e f o r e we would request a 

waiver t o continue t o produce both of these w e l l s . 

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

examination of Mr. Roberts. 

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 

associated w i t h the e x h i b i t book, marked E x h i b i t s 1 through 

8. 

EXAMINER JONES: E x h i b i t s 1 through 8 associated 

w i t h t h i s e x h i b i t book w i l l be admitted. 

EXAMINATION 

BY EXAMINER JONES: 

Q. Probably another most impressive showing w e ' l l 

have a l l year here w i t h you guys, l i k e i t was l a s t year. 
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I'm continuously impressed by the way you have a l l these 

logs i n your computer and you're able t o generate these 

maps based on the l i t t l e members i n these formations. I t ' s 

amazing. I t ' s a r e a l powerful t o o l t o come up w i t h ways of 

managing your r e s e r v o i r , obviously. 

A. Yeah, i t i s . 

Q. I t ' s something t h a t the smaller operators w i l l 

not have, and even a l o t of the bigger operators, you know, 

so. . . 

So b a s i c a l l y , i t sounds l i k e you've come up w i t h 

a pressure d i f f e r e n t i a l and a MCF d i f f e r e n t i a l , so can you 

use t h a t t o make other conclusions? I n other words, l i k e 

— Obviously, the biggest issue i n t e r n a l l y t o you guys i s 

whether you should d r i l l another w e l l i n those q u a r t e r 

q u a r t e r s t h a t you haven't d r i l l e d w e l l s a t y e t , so d i d you 

guys look a t that ? And you have t o make your own d e c i s i o n , 

obviously, whether you're going t o do t h a t or not. But 

based on economics — 

A. Yeah, i n f a c t , I mean, we expect t h a t those would 

also be economic, and t h a t ' s k i n d of — the way we're 

l o o k i n g a t i t i s t h a t they w i l l get d r i l l e d e v e n t u a l l y as 

we downspace the Basin t o 40 acres. 

Q. That way you won't have t o shut i n these other 

wells? 

A. Right. 
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Q. Okay. 

A. Yeah, our expectation i s t h a t some day they w i l l 

be d r i l l e d — 

Q. Okay. 

A. — but we would wa i t f o r the — you know, the 

i n f i l l order. 

Q. Yeah. The — I guess — I've got several 

questions r e l a t e d t o — Oh, I guess I should concentrate on 

t h i s f l o w i n g m a t e r i a l balance t h i n g , j u s t r e a l q u i c k l y — 

A. Okay. 

Q. — f o r me and Mr. Brooks here, probably 

e s p e c i a l l y me. 

You — I see where you've got a P/Z and a 

producing, and you ex t r a p o l a t e those out t o an o r i g i n a l gas 

i n place; i s t h a t r i g h t ? Grab one here t o look a t . I 

guess on the Dakota one — yeah, here we go, t h a t Dakota 

one you came up w i t h 112 acres. That was based on your 

drainage — your no-flow boundary, drainage area, and the 

o r i g i n a l gas i n place of 2 BCF; i s t h a t r i g h t ? 

A. Well, no — 

Q. You know, they were two d i f f e r e n t wells? 

A. Yeah, I a r r i v e d a t the 110 acres independently, 

and — 

Q. Okay. 

A. — and t h a t serves as my v a l i d a t i o n . 
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Q. Okay. 

A. What I've done — the f l o w i n g m a t e r i a l balance, 

e s s e n t i a l l y , i t — you — i f you look a t the l e f t a x i s 

here, t h a t ' s the data t h a t I'm a c t u a l l y c u r v e - f i t t i n g — 

Q. Uh-huh. 

A. — and t h a t i s a normalized r a t e . I n other 

words, I take the r a t e , and I normalize i t f o r the f l o w i n g 

pressure and the f l o w i n g v i s c o s i t y — 

Q. Okay. 

A. — and by t a k i n g those v a r i a b l e s out of the 

equation, I'm l e f t w i t h nothing but the r e s e r v o i r pressure 

t o d r i v e the d e c l i n e . 

Q. Okay. 

A. And so t h a t w i l l p o i n t me t o the o r i g i n a l gas i n 

place, s i m i l a r t o the way of P/Z, which i s the red l i n e , 

which i s p u r e l y h y p o t h e t i c a l — 

Q. Right, because you don't have the data? 

A. — I don't have the data, r i g h t , but 

h y p o t h e t i c a l l y t h a t i s the way the r e s e r v o i r pressure i s 

a c t u a l l y d e c l i n i n g , while the green i s the way the 

normalized r a t e i s d e c l i n i n g . And they p o i n t t o the same 

o r i g i n a l gas i n place. 

Now t h a t ' s a volume, and I use my l o g model t o 

say, okay, the height i n t h i s area i s t h i s , t h e r e f o r e what 

i s the area — 
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Q. Oh --

A. — of t h a t volume? — 

Q. — okay, based on the — 

A. — and when I do t h a t — 

Q. P o r o s i t y f o r t h a t height? 

A. Correct. So I take the hydrocarbon h e i g h t and 

d i v i d e i t i n t o t h i s volume t o c a l c u l a t e my area, and 

then — 

Q. Okay. 

A. — I a r r i v e at 110 acres, which i s very close t o 

what I a r r i v e d a t using the other methodology, which gives 

me confidence t h a t t h a t ' s a good i n p u t f o r my numerical 

s i m u l a t i o n . 

Q. I s there a paper t h a t t e l l s about using t h a t 

normalized r a t e p r o j e c t i o n t o — 

A. There i s — 

Q. — p o i n t t o your — 

A. — there's been a l o t published i n the l a s t 10 

years about t h i s method. I can't quote t o you the name of 

the — 

Q. I t ' s not — i t ' s not anything t o do w i t h 

Crafton's method t h a t he — Colorado School of Mines 

professor t h a t — he s e l l s these pressure t r a n s i e n t — 

f l o w i n g pressure t r a n s i e n t a nalysis software — 

A. I t ' s being included i n most of the — 
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Q. — reverse — or reverse — 

A. — reverse p r o d u c t i v i t y index. 

Q. Yeah. 

A. I'm not sure i f i t ' s on t h a t — 

Q. This i s a d i f f e r e n t deal, then, than t h a t ? 

A. Yeah, but i t — t h i s i s being included i n a l o t 

of the — l i k e the RTA i s another s i m i l a r p r o d u c t i o n data 

a n a l y s i s software — 

Q. Yes. 

A. — and i t has included t h i s — 

Q. Okay. 

A. — t h i s type of approach as w e l l as, I t h i n k , 

some other software packages are i n c l u d i n g t h i s now. 

Q. So you're r e l a t i v e l y c o n f i d e n t i n using t h i s 

versus the P/Z? 

What I mean i s — I hate t o put you on the spot 

but, you know, we got r i d of pressure t e s t i n g requirements 

several years ago w i t h OCD, and we sa i d we'd r e v i s i t them 

a f t e r f i v e years and see i f anybody's — I'm not sure you 

guys have a problem i n the northwest, but the southeast, 

you know, we have cases a l l the time where people are 

r e l y i n g s o l e l y on geology, instead of any pressure data 

t h a t they don't have anymore, based — p l o t these Morrow 

sands, meandering sands, and I have a problem w i t h i t as a 

— you know, an ex-person i n the i n d u s t r y , I can 
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understand. 

So you as a — you're one of the most 

accomplished r e s e r v o i r engineers we see around here. Do 

you agree t h a t no pressure data should be gathered by the 

State? 

A. The pressure data i s very valuable. 

Q. Okay. Well, I won't push i t any f u r t h e r than 

t h a t . 

A. Yeah, when we have i t we — 

Q. — use i t . 

A. — make great use of i t , and when we don't have 

i t i t ' s a l o t tougher. 

Q. Okay. And t h a t used Eclipse again f o r t h i s ? 

A. Yeah, the numerical s i m u l a t i o n was done using 

E c l i p s e . 

Q. You guys have i t i n t e r n a l l y , or you l i k e i t 

and — 

A. Yeah. 

Q. — you can use i t r e a l well? 

A. Uh-huh. 

Q. Yeah, the other cases t h a t we had a year or two 

ago, I t h i n k Alan was here f o r those, and we had a l o t of 

testimony about no-flow boundaries on those. I t h i n k t h a t 

was i t . They used a l o t of t h a t . And they d i d n ' t use t h i s 

other t o — and so I'm glad you d i d add t h i s other check t o 
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i t , you know — 

A. Uh-huh. 

Q. — t h a t makes a l o t of sense. Kind of put your 

g e o l o g i s t on the spot by assuming everything's, you know — 

A. Constant? 

Q. I'm sure there was a l i t t l e b i t of g r i n d i n g of 

t e e t h t h e r e , you know, but — oh, w e l l , you have t o do i t , 

I guess. But the w e l l s are close together anyway. 

A. Yeah. 

Q. The C l i f f House d i r e c t i o n a l p e r m e a b i l i t y , do you 

have any idea about that? Does i t depend on where you're 

a t i n the San Juan Basin? 

A. The only idea we have about i t i s t h a t i t 

probably e x i s t s , and t h a t ' s about i t . We would expect t h a t 

i t would vary across the Basin. We expect t h a t i t becomes 

more important as we go t o higher d e n s i t i e s , and i t ' s 

r e a l l y the — one of our primary r e s e r v o i r c h a r a c t e r i z a t i o n 

o b j e c t i v e s going forward, as f a r as we're doing some 

h o r i z o n t a l — we're planning some h o r i z o n t a l t e s t s , and 

then we've got also the i n f i l l p i l o t p l a n , and one of the 

main data-gathering and r e s e r v o i r - c h a r a c t e r i z a t i o n 

o b j e c t i v e s of both of those p r o j e c t s i s t o b e t t e r 

understand the h o r i z o n t a l i s o t r o p y which, you know, we only 

t h e o r i z e about now — 

Q. Yeah. 
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A. — we have not q u a n t i f i e d a t a l l . 

Q. The C l i f f House has t h i s La Ventana sand — not 

i n t h i s area, but — you know, I t h i n k south — probably 

southwest, t h a t ' s r e a l — the r e s i s t i v i t y logs are — 

r e a l l y separate t h e r e , and you've got a l o t of in v a s i o n 

apparently, and i t ' s a t a r g e t people l i k e t o use f o r 

i n j e c t i o n , but then we found out t h a t maybe — maybe i t ' s a 

l i t t l e too shallow and a l i t t l e too f r e s h t o be used f o r 

t h a t , and the EPA got ahold of i t , and — We have t o watch 

t h a t r e a l close. 

A. Uh-huh. 

Q. But we don't have the time or the personnel t o do 

— or the e x p e r t i s e t o do a study on how t h a t v a r i e s , you 

know, so we're k i n d of i n a quandary th e r e — 

A. Yeah. 

Q. — and I wanted t o ask you about anyway. 

So I guess t h a t ' s about i t . I appreciate — 

appreciate a l l t h i s e f f o r t you guys d i d f o r t h i s . 

A. Thanks. 

EXAMINER JONES: Mr. Brooks might have some 

questions too. 

EXAMINER BROOKS: w e l l , i f i t were e a r l i e r i n the 

day — 

EXAMINER JONES: Yeah. 

(Laughter) 
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EXAMINER BROOKS: — but Mr. Jones can d r a f t the 

order, so I t h i n k I ' l l leave i t w i t h h i s — what he's 

doing. 

EXAMINER JONES: And I promise i t won't be a b i g 

delay. I know you've got w e l l s shut i n , so... 

MR. KELLAHIN: Mr. Examiner, may I approach you? 

Here's a copy of the B u r l i n g t o n order t o — 

EXAMINER JONES: Okay. 

MR. KELLAHIN: — r e f r e s h your memory on how t h a t 

was done. And i f you r e a l l y want t o see the s l i d e show — 

EXAMINER JONES: I do. 

Okay, thank you very much — 

THE WITNESS: Thank you. 

EXAMINER JONES: — Mr. Roberts and Mr. K e l l a h i n . 

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

Mr. Jones. 

EXAMINER JONES: Okay, w i t h t h a t w e ' l l take Cases 

14,016, 14,017 and 14,018 under advisement. 

(Thereupon, these proceedings were concluded a t 

5:29 p.m.) 

* * * 
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