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MR. JONES: Let's c a l l Case 14248, A p p l i c a t i o n of 

ConocoPhillips Company f o r Compulsory Pooling, San Juan County, 

New Mexico. 

C a l l f o r appearances. 

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

behalf of the law f i r m of K e l l a h i n and K e l l a h i n appearing on 

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

MR. JONES: Any other appearances? 

W i l l the witness please stand, s t a t e your name and be 

sworn? 

MR. DART: Brian Dart. 

BRIAN DART 

a f t e r having been f i r s t d u l y sworn under oath, 

was questioned 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. Dart, f o r the record, s i r , would you please 

s t a t e your name and occupation? 

A. B r i a n Dart, landman. 

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

A. Farmington, New Mexico. 

Q. On previous occasions, have you q u a l i f i e d as an 

expert petroleum landman before the Div i s i o n ? 

A. No, I have not. 

Q. Summarize f o r us your education. 
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A. I have a Bachelor's degree i n business 

a d m i n i s t r a t i o n from the U n i v e r s i t y of Oklahoma obtained i n May 

of 2004. 

Q. How long have you been employed by 

Co n o c o P h i l l i p s / B u r l i n g t o n as a petroleum landman? 

A. A l i t t l e over two years now. Before t h a t I was 

i n our land a d m i n i s t r a t i o n department f o r two years. 

Q. With regards t o the f a c t s of t h i s case, what has 

been your r e s p o n s i b i l i t y ? 

A. I've been responsible f o r posing the p r o j e c t and 

f o l l o w i n g up, t r y i n g t o acquire Petrohawk's i n t e r e s t and 

b r i n g i n g t h i s h e a r i n g before you a l l . 

Q. At t h i s p o i n t , have you and others on behalf of 

ConocoPhillips c o n s o l i d a t e d on a v o l u n t a r y basis the i n t e r e s t 

owners i n the two spacing u n i t s w i t h the exception of one 

party? 

A. That i s t r u e . 

Q. And what i s t h a t party? 

A. Petrohawk P r o p e r t i e s , LP. 

Q. And has i t been your r e s p o n s i b i l i t y t o t r y t o 

reach a v o l u n t a r y agreement w i t h Petrohawk? 

A. Yes, i t has. 

Q. We tender Mr. Dart as an expert petroleum 

landman. 

MR. JONES: Have we j u s t had two Sooner landmen here 
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i n the l a s t hour? 

THE WITNESS: Back t o back. 

MR. JONES: Congratulations on your f o o t b a l l team. 

THE WITNESS: Thank you. 

MR. JONES: Mr. Dart q u a l i f i e s as an expert as a 

petroleum landman. 

Q. (By Mr. K e l l a h i n ) : Mr. Dart, l e t ' s t u r n t o the 

e x h i b i t book. Behind Tab 1 i s the a p p l i c a t i o n . At the end of 

a p p l i c a t i o n , there's an a d d i t i o n a l i n s e r t . I t ' s the l a s t t h r e e 

pages of E x h i b i t Tab No. 1, and i t ' s my c e r t i f i c a t e of m a i l i n g , 

the n o t i c e of hearing i n t h i s i n f o r m a t i o n . Have I u t i l i z e d the 

c o r r e c t e n t i t y and the address f o r Petrohawk Energy 

Corporation ? 

A. I b e l i e v e record t i t l e shows i n t h i s as Petrohawk 

P r o p e r t i e s , LP, but they are doing business at the same 

address. A c t u a l l y , yes, I'm s o r r y . I see d/b/a here. 

Q. So Petrohawk Energy Corporation d/b/a Petrohawk 

P r o p e r t i e s , t h a t i s the ownership company t h a t you're aware of 

t h a t has the i n t e r e s t ? 

A. Yes. 

Q. Let's t u r n past t h a t t o E x h i b i t No. 2. And l e t ' s 

o r i e n t the Examiner as to where the p r o j e c t i s . S t a r t i n g w i t h 

the f i r s t d i s p l a y , i d e n t i f y t h i s f o r us. 

A. Okay. This i s b a s i c a l l y a l o c a t o r map. I n 

green, we have our f e d e r a l u n i t s i n the San Juan Basin. 
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O u t l i n e d i n the p u r p l e c o l o r i s the c i t y boundary of 

Farmington. The c i t y of Aztec i s i n red, and Blo o m f i e l d i s i n 

brown. 

And you can see j u s t east of Aztec, three townships 

w i l l be our w e l l l o c a t i o n i n 30 North 8 West, Section 2. 

Q. You're over i n the area of the Navajo Reservoir? 

A. Uh-huh. 

Q. Let's t u r n t o the second d i s p l a y behind t h i s tab 

and look more c l o s e l y a t the l o c a t o r map. 

A. This i s simply a 9-section p l a t around Section 2, 

and i t f u r t h e r shows t h a t our w e l l l o c a t i o n i s i n the SW/4 of 

Section 2. 

Q. Okay. I n Section 2, you have a combination of 

two d i f f e r e n t o r i e n t a t i o n s f o r the spacing u n i t , one f o r the 

Dakota and one f o r the Mesaverde? 

A. Correct. 

Q. S t a r t i n g o f f , t e l l us which one i s which. 

A. The Dakota i s the W/2, and the Mesaverde i s the 

S/2 . 

Q. Let's look a t the Dakota i n the W/2. By these 

c o l o r symbols, i s t h e r e another Dakota w e l l i n the W/2 of 

Section 2? 

A. There i s the State Com AM #37 i n the NW/4. 

Q. And how do we f i n d t h a t by the c o l o r code? 

A. I t i s the square w i t h the l i g h t b l u e . And i t ' s 
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ki n d of got a l i t t l e c i r c l e i n the middle. 

Q. So the subject w e l l bore i n the Dakota would be a 

standup W/2 u n i t ? 

A. Uh-huh. 

Q. And t h i s would be the second w e l l i n the spacing 

u n i t ? 

A. Correct. 

Q. When we look at the S/2 of Section 2, then, we're 

d e a l i n g w i t h the Mesaverde spacing u n i t ? 

A. Correct. 

Q. I s there another Mesaverde w e l l i n t h a t spacing 

u n i t ? 

A. There i s . I n the SE/4, there i s the State 

Com V18, and i t i s marked w i t h the dark blue c i r c l e . 

Q. Let's t u r n now t o E x h i b i t Tab No. 3, and l e t ' s 

look at how Section 2 i s d i v i d e d i n t o the vari o u s t r a c k s . 

A. B a s i c a l l y , t h i s i s j u s t a lease map, and i t ' s 

showing the State leases t h a t comprise the two spacing u n i t s . 

I n yellow, we've i n d i c a t e d the leasehold i n which 

ConocoPhillips owns a f u l l or p a r t i a l working i n t e r e s t , and the 

blue leasehold i s where we do not yet -- we do not have the 

working i n t e r e s t . 

Q. The remaining p a r t y i s Petrohawk. Do they have 

any i n t e r e s t i n the Mesaverde? 

A. They do not. 
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Q. So t h e i r i n t e r e s t would, then, be confined j u s t 

to the Dakota? 

A. True. 

Q. And t h a t i n t e r e s t i s d e r i v e d i n which t r a c k s i n 

the W/2 of Section 2? 

A. I t ' s i n State lease E-5382, which i s i n the N/2, 

NW and W/2, SW/̂  

Q. As p a r t of t h i s c o n s o l i d a t i o n , has ConocoPhillips 

been able t o reach a v o l u n t a r y o p e r a t i n g agreement w i t h a l l the 

other i n t e r e s t owners? 

A. We have. 

Q. As p a r t of the agreement, have the p a r t i e s agreed 

how t o a l l o c a t e costs and pro d u c t i o n between the Dakota and the 

Mesaverde? 

A. They have. 

Q. And what i s t h a t percentage? 

A. For d r i l l i n g , i t ' s 40 percent i n the Mesaverde 

and 60 percent i n the Dakota. 

Q. I s t h a t common i n the San Juan Basin at t h i s 

time? 

A. That i s our standard cost of l o c a t i o n basin-wide. 

Q. And i s t h a t common f o r your company and other 

companies ? 

A. To my knowledge, i t i s . 

Q. Let's t u r n t o the t a b u l a t i o n i n E x h i b i t Tab 3. 
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Beyond the p l a t , there's a t a b u l a t i o n t h a t says E x h i b i t A. 

That's E x h i b i t A from what? 

A. This i s the E x h i b i t A t o the J o i n t Operating 

Agreement. I t b a s i c a l l y sets out the c o n t r a c t area, the 

formations and the p a r t y ' s ownership i n each spacing u n i t and 

formation. 

Q. Can the Examiner use t h i s E x h i b i t A t o show 

himself a l l the i n t e r e s t owners i n each of the spacing u n i t s ? 

A. Yes. 

Q. And the percentages associated w i t h those 

i n t e r e s t owners? 

A. Yes. 

Q. And as you look down the t a b u l a t i o n , I see i n the 

approved column on the r i g h t "yes" t o a l l these e n t i t i e s u n t i l 

I got t o a "no," and t h a t corresponds t o Petrohawk P r o p e r t i e s . 

A. True. 

Q. To the best of your knowledge, i s t h i s 

i n f o r m a t i o n accurate? 

A. I t i s . 

Q. Have you and others on behal f of ConocoPhillips 

attempted t o o b t a i n a v o l u n t a r y agreement from Petrohawk? 

A. We have. 

Q. Have you searched your f i l e s and prepared a 

chronology of contacts? 

A. We have. 
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Q. I f we t u r n past E x h i b i t Tab No. 4, i s t h i s a 

chronology t h a t you prepared from your f i l e s ? 

A. I t i s . 

Q. Give us the sho r t v e r s i o n of the chronology. 

What's the f i r s t c o n tact w i t h Petrohawk? 

A. I n e a r l y November 2005, Todd Thornburg, a 

ConocoPhillips landman, sent a l e t t e r t o a l l the working 

i n t e r e s t owners proposing the operation -- proposing a new 

J o i n t Operating Agreement. Since t h a t time, they f o r m a l l y 

closed the w e l l and a l l but Petrohawk has executed a JOA and 

agreed t o the o p e r a t i o n s . 

Up u n t i l November of t h i s year, we d i d n ' t have an 

agreement w i t h Petrohawk. We have a v e r b a l agreement t o farm 

i n t h e i r i n t e r e s t , and the b a l l i s i n t h e i r c o u r t i n terms o f 

prep a r i n g t h a t term assignment. They have yet to do so, and 

we're s k e p t i c a l t h a t they w i l l do so. 

Q. From the chronology, i t appears t h a t your f i r s t 

involvement was back i n December of l a s t year? 

A. Uh-huh. 

Q. That's when you picked up the p r o j e c t ? 

A. Uh-huh. 

Q. And since then you have t a b u l a t e d i n the sheet 

your various contacts w i t h Petrohawk? 

A. Right. We've sent a proposal out a few times t o 

a l l the p a r t i e s . Petrohawk d i d not respond t o any proposal 
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u n t i l we made mention of the f a c t t h a t we would pursue 

compulsory p o o l i n g . That k i n d of got them t o t r y t o want t o 

make a deal, per se. 

Q. So they were o f f e r e d the o p p o r t u n i t y t o 

p a r t i c i p a t e under the J o i n t Operating Agreement? 

A. They were. 

Q. They d e c l i n e d t o do that ? 

A. Uh-huh. 

Q. And as a s u b s t i t u t e , they v e r b a l l y agreed t o farm 

out t h e i r i n t e r e s t under c e r t a i n terms? 

A. Correct. 

Q. And they have yet to provide those documents? 

A. Correct. 

Q. Let's t u r n t o the s p e c i f i c w e l l s -- l e t t e r s t h a t 

were sent about t h i s w e l l . I f you t u r n past the two-page 

t a b u l a t i o n , there's a l e t t e r dated September 30th of t h i s year. 

What does t h i s represent? 

A. This i s j u s t a cover sheet t o the new d r i l l 

p r oposal. And w i t h t h a t , we sent a copy of the J o i n t Operating 

Agreement f o r t h e i r execution i f they want t o p a r t i c i p a t e . 

Q. When we t u r n past the f i r s t cover l e t t e r , there's 

another l e t t e r dated September 30th. What does t h i s represent? 

A. This i s j u s t our standard b a l l o t form, and i t 

sets out the p r o j e c t . And behind i t we have our standard AFE. 

Q. So w i t h t h i s l e t t e r , i t ' s your i n t e n t to give 
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them an AFE and an o p p o r t u n i t y t o p a r t i c i p a t e i n the d r i l l i n g 

completion and production? 

A. I t i s . 

Q. What's the t o t a l estimated cost f o r the well? 

A. I t was about $1.2 m i l l i o n . 

Q. As p a r t of your correspondence t o Petrohawk, d i d 

your l e t t e r s i n c l u d e an itemi z e d AFE? 

A. I t d i d . 

Q. Do we f i n d t h a t here i n t h i s package? 

A. I t i s . I t ' s behind the b a l l o t . 

Q. So i f we look behind the two-page b a l l o t , there's 

two sheets: One i s the Dakota cost and the other i s the 

Mesaverde cost. 

A. Uh-huh. 

Q. How d i d you o b t a i n the cost? 

A. Our engineering department provided t h a t . 

Q. I s t h i s done i n the or d i n a r y course of 

ConocoPhillips' business i n proposing these w e l l s and 

developing AFEs? 

A. I t i s . 

Q. I s there an a l l o c a t i o n of the cost between the 

two zones? 

A. There i s . 

Q. And how was t h a t done? 

A. We used the a l l o c a t i o n methodology pr o v i d e d f o r 
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i n the J o i n t Operating Agreement; s p l i t the cost between the 

two zones a c c o r d i n g l y . 

Q. Have any of the p a r t i e s t h a t have agreed t o the 

J o i n t Operating Agreement, have they o b j e c t e d t o your costs? 

A. No. Not t h a t I'm aware o f . 

Q. Have they objected t o the a l l o c a t i o n of those 

costs? 

A. Not t h a t I'm aware o f . 

Q. When we t u r n back past the AFE, then you have 

your c o n f i r m a t i o n t h a t Petrohawk a c t u a l l y received these 

documents. 

A. Yes. 

Q. And then f o l l o w i n g t h a t , you've got your l i s t of 

ownership addresses f o r the working i n t e r e s t s ? 

A. Uh-huh. 

Q. Turn now t o Tab No. 5. I d e n t i f y f o r us what 

we're seeing here. 

A. This i s the J o i n t Operating Agreement i n place 

f o r the -- f o r a l l the Petrohawk. 

Q. And t h i s i s the document t h a t the other p a r t i e s 

have agreed to? 

A. I t i s . 

Q. I t ' s b u r i e d i n here, but help me f i n d i t ; I t h i n k 

i f you t u r n past the document — 

A. I t ' s E x h i b i t C of the J o i n t Operating Agreement. 
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Q. I f you look a t E x h i b i t C of the J o i n t Operating 

Agreement, and i t ' s about the f o u r t h page over — 

A. I t i s . 

Q. -- the COPAS i n s t r u c t i o n s described them as 

agreed upon d r i l l i n g and producing r a t e s f o r overhead? 

A. Uh-huh. 

Q. What are those rates? 

A. I t ' s 5,000 f o r the d r i l l i n g r a t e s and $599 f o r 

the producing r a t e . 

Q. I s i t ConocoPhillips' p r a c t i c e t o escalate those 

r a t e s pursuant t o COPAS procedures? 

A. I t i s . 

Q. What recommendation do you have f o r the Examiner 

f o r the overhead r a t e s t o apply i n the p o o l i n g order t o be 

issued t h a t would pool the Petrohawk i n t e r e s t ? 

A. We would p r e f e r t o have the same -- the same 

ra t e s here and al l o w f o r an e s c a l a t i o n . 

Q. Very good. Let's t u r n now t o the documents f o r 

approval of the w e l l bore. I f y o u ' l l t u r n t o E x h i b i t Tab 

No. 6, l e t ' s took at the f i r s t document we're seeing t h e r e . 

A. This i s simply the C-102, the f i r s t page. 

Q. And t o the best of your knowledge, t h i s i s a 

standard w e l l l o c a t i o n ? 

A. I t i s . 

Q. Has t h i s APD been approved at t h i s p o i n t , do you 
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know? 

A. I t has. 

Q. And then the next two pages are other documents 

out of the --

A. Well bore diagrams and Topo map and the surface 

access. 

Q. Okay. 

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

examination of Mr. Dart. 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 Tab No. 1 through No. 6. 

MR. JONES: E x h i b i t s 1 through 6 w i l l be admitted. 

[ A p p l i c a n t ' s E x h i b i t s 1 through 6 admitted i n t o 

evidence.] 

EXAMINATION 

BY MR. JONES: 

Q. Does i t say 40 percent d r i l l i n g a l l o c a t i o n t o the 

Dakota? 

A. To the Mesaverde. 

Q. To the Mesaverde. And 60 percent t o the Dakota? 

A. Uh-huh. 

Q. And Petrohawk hasn't addressed, or they haven't 

expressly agreed t o t h a t e i t h e r , have they? 

A. No. That was one of t h e i r issues. 

Q. That was one of t h e i r issues? 

A. Yes. 
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Q. So t h a t ' s why you're s t i l l asking f o r the order 

to say p o o l i n g of the Mesaverde and the Dakota, even though the 

Mesaverde i s a l l -- everybody i s signed up except Petrohawk has 

not signed the a l l o c a t i o n ? 

A. Right. 

Q. Okay. And you would apply f o r a d i v e r s e 

i n t e r e s t , downhole commingle a f t e r t h i s ; i s t h a t c o r r e c t ? 

A. Uh-huh. 

Q. And you'd have t o t u r n around and n o t i f y 

everybody again f o r t h a t ? 

A. Right. 

MR. JONES: I t h i n k I b e t t e r pass i t on t o Mr. Brooks 

here . 

EXAMINATION 

BY MR. BROOKS: 

Q. So you're going t o work out your a l l o c a t i o n of 

pr o d u c t i o n when you do your downhole commingle a p p l i c a t i o n ? 

A. Well, the produc t i o n w i l l be a l l o c a t e d based on 

the t e s t s t h a t we do i n the w e l l bore. 

Q. That a l l o c a t i o n w i l l be approved -- w i l l have t o 

be approved by the D i v i s i o n i n your downhole commingle 

a p p l i c a t i o n , r i g h t ? 

A. I b e l i e v e so. 

Q. Okay. I guess t h a t covers i t . 
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FURTHER EXAMINATION 

BY MR. JONES: 

Q. Yeah, t h a t would be sent t o the d i s t r i c t o f f i c e 

because t h a t ' s a pre-approved. But i t would s t i l l be di v e r s e 

i n t e r e s t s , so you would s t i l l have t o n o t i f y everybody. 

A. We'll n o t i f y everybody, yes, a l l the p a r t i e s . 

Q. I s there any clouded t i t l e at a l l i n the 

Mesaverde? I n o t i c e you d i d n ' t put 100 percent below a l l those 

percentages t h e r e . 

A. I don't b e l i e v e there's any clouded t i t l e . We 

have a producing Mesaverde w e l l i n the NW, and we're 

b a s i c a l l y -- t h a t ' s our ownership i n t h i s o p e r a t i o n . So I 

don't b e l i e v e there's any issues i n the Mesaverde. 

Q. B a s i c a l l y , these are the -- i t i s the second w e l l 

i n both? 

A. I t i s . 

Q. I n both? But Petrohawk, how do you handle 

Petrohawk's i n t e r e s t on the f i r s t w e l l i n the Mesaverde? 

A. Well, they j u s t don't own an i n t e r e s t i n the 

Mesaverde. Their ownership i s l i m i t e d t o the Dakota. 

Q. Okay. Yeah, yeah. 

MR. WARNELL: No questions. 

MR. JONES: That's a l l we got. Thank you very much. 

And l e t ' s take t h i s Case 14248 under advisement. , . ... <•_„ 
j <fo hereby certify that !ne for 

* * * tt complete record of the p'ac 
the Examiner hearlngrof/Case 
heard by rne 
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