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WHEREUPO&, the following proceedings were had at

1:40 p.m.:

EXAMINER

order. |

At this

MR. CARROLL:

STOGNER: This hearing will come to

time I'11 call Case Number 11,243.

Application of Amoco Production

|
Company for compulEory pooling, San Juan County, New

Mexico.
EXAMINER

appearances.

MR. CARR:

is William F. Carr
Carr and Berge.

We repre
case.

I will r
three other cases,
I believe it shoul
filed by Richardso
and 11, 246.

EXAMINER

MR. CARR

EXAMINER

MR. CARR

STOGNER: At this time I'1l call for

May it please the Examiner, my name

with the Santa Fe law firm Campbell,

sent Amoco Production Company in this

equest that this case be continued with
the other Amoco case being 11,244. And
d also be consolidated with applications
n Operating Company, styled Case 11,247
STOGNER: Now, you said "continued".
: Consolidated.

STOGNER:

Do you mean "consolidated"?

: We could continue them.

them all consolida

No, we'd like

STEVEN T. BRENNER, CCR
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EXAMINER STOGNER: Okay. Are there any
objections -- That's 11,243, which we just called,
consolidated with Amoco Case 11,244, Richardson Case 11,247
and Richardson Case 11,246; is that correct?

Are there any objections to the consolidation of
this?

MR. KELLAHIN: Mr. Examiner, for the record my
name is Tom Kellahin of the Santa Fe law firm of Kellahin
and Kellahin.

I'm appearing today on behalf of Richardson
Operating Company, and I have no objection to the
consolidation of these four matters together to be heard as
one presentation.

EXAMINER STOGNER: Okay. With that, I'll also
call the three cases, 11,244, 11,247 and 11,246 at this
time.

MR. CARROLL: Application of Amoco Production
Company for compulsory pooling, San Juan County, New
Mexico.

Application of Richardson Operating Company for
compulsory pooling, downhole commingling and an unorthodox
gas well location, San Juan County, New Mexico.

Application of Richardson Operating Company for
compulsory pooling and an unorthodox gas well location, San

Juan County, New Mexico.
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EXAMINER STOGNER: Other than the two parties

involved, Amoco and Richardson, are there any other

appearances in any of these cases?

Okay, tqere being none, do you -- How many

witnesses do you have, Mr. Kellahin?

MR.'KELLAHIN: I have four witnesses to be sworn.

EXAMINER STOGNER: Mr. Carr?

MR. CARR: I have two witnesses.

EXAMINER STOGNER: At this time will all the

witnesses please stand to be sworn?

(Thereupon, the witnesses were sworn.)

EXAMINER STOGNER: 1Is there any need for opening

statements at this time, gentlemen? Opening statements, is

that needed at this point?

MR. KELLAHIN: I don't believe so, Mr. Stogner.

EXAMINER STOGNER: So at that point, I guess we

will start with you, Mr. Carr, and your witnesses.

MR. CARR: Mr. Stogner, at this time I would call

Julie Jenkins.

JULTE JENKINS,

the witness herein, after having been first duly sworn upon

her oath, was examined and testified as follows:

BY MR. CARR:

DIRECT EXAMINATION

Q. Will you state your name for the record, please?

STEVEN T. BRENNER, CCR
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A. Julie Jenkins.

Q. Where do you reside?
A. Denver, Colorado.
Q. By whom are you employed?

A. Amoco Production Company.

Q. What is your current job with Amoco?

A. I'm a senior land negotiator with Amoco.

Q. Have you previously testified before the New
Mexico 0il Conservation Division?

A. Yes, I have.

Q. At the time of that testimony, were your
credentials as a senior land negotiator accepted and made a
matter of record?

A. Yes, they were.

Q. Are you familiar with the Applications filed in
each of the four consolidated cases?

A. Yes, sir, I am.

Q. And are you familiar with the status of the lands
involved in each of these cases?

A. Yes, I am.

MR. CARR: Are the witness's qualifications
acceptable?

EXAMINER STOGNER: Any objections?

MR. KELLAHIN: No objection.

EXAMINER STOGNER: So qualified.

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

Carr) Ms. Jenkins, could you briefly

state what Amoco seeks in the two cases it has filed with

the Division?

A. Yes, Amq
mineral interests
Pictured Cliffs fo

Township 29 North,

co is seeking an order to pool all the
from the surface to the base of the
rmation in Section 12 of 29 North --

Range 13 West, in the following manner:

The west half forming a 320-acre gas spacing and proration

unit for any and a

within said vertic

11 pools developed on 320-acre spacing

al extent, which presently includes only

the Basin-Fruitland Coal Gas Pool, and the southwest

quarter to form a
unit for any and a
160-acre spacing w
presently includes
undesignated West
Undesignated West

We also
drilling and compl
cost thereof, as W
for supervision an
operator of the we
drilling the well.

We are 4

interests from the

standard 160-acre spacing and proration
11 formations and/or pools developed on a
ithin said vertical extent, which

but is not necessarily limited to the
Kutz-Fruitland Sand Pool and the
Kutz-Pictured Cliffs Pool.
would like to consider the cost of

eting said well and the allocation of the
ell as actual operating costs and charges
d the designation of Amoco as the

11 and a charge for risk involved in

1so seeking an order pooling all mineral

surface to the base of the Pictured

STEVEN T. BRENNER,
(505) 989-9317
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Cliffs formation in the northwest of Section 12 of Township
29 North, Range 13 West, forming a standard 160-acre gas
spacing and proration unit for any and all formations in
pools developed on 160-acre spacing within said vertical
extent, which presently includes but not limited to the
Undesignated West Kutz-Fruitland Sand Pool and the
undesigﬁated West Kutz-Pictured Cliffs Pool. The unit to
be dedicated is a single well, our proposed Burnham Gas Com

A Number 1.

We also would like to be considered today, the
cost of dArilling and completing said well and the
allocation of the cost thereof, as well as actual operating
costs and charges for supervision, and the designation of
Amoco as the operator of the well, and a charge for risk
involved in drilling the well.

Q. Ms. Jenkins, you're familiar also with the
Applications filed by Richardson Operating Company, are you
not?

A. Yes, I am.

Q. And are those Applications, to your
understanding, Applications to force-pool the same acreage
and designate Richardson as the operator of those wells?

A. Yes, that's my understanding.

Q. Have you prepared exhibits for presentation here

today?

STEVEN T. BRENNER, CCR
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A. Yes,

Q. And are

I have.

these exhibits included in the exhibit

booklet that has been distributed for Amoco?

A. Yes.

Q. Let's go

to that booklet, and I'd ask you to

first just identify the document behind the first tab in

that booklet.

A. Yes, the
Application that w
Mexico 0il Conserv

describing the App

Q. Okay. A
is what?
A. Is the 1

parties, the worki
Number 1, to which
certified.

Q. And that

is that right?

first page is simply a copy of the
as submitted to the Director of the New
ation Division from J.W. Hawkins,
lication.

nd the second page behind that first tab

ist of names and addresses of the

ng interest in the Burnham Gas Com A

a copy of the Application was sent

includes Richardson Production Company;

hat there is another page, "Addressee

A. Yes, it does.
Q. Behind ¢

List". What is that?
A.

That's an addressee list showing the names and

addresses of the working interest owners within the

drilling and spaci

ng unit for our proposed Burnham Gas Com

STEVEN T. BRENNER, CCR
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B Number 1.

Q. And again, that was sent to Richardson Production
Company?

A. That is correct.

Q. And behind that you have copies of a certificate
showing that this Application was provided to these
individuals by certified mail, return receipt requested?

A. That is correct.

Q. Let's go to the tab identified as "Ownership" in
the Amoco booklet. Will you refer to that and then go to
the first document behind that tab, identify that and
review it for the Examiner?

A. Okay. The first page is simply a copy of a Form
C-102, which is State of New Mexico, 0il Conservation
Division, Well Location and Acreage Dedication Plat,
showing the proposed location of Amoco's Burnham Gas Com A
Number 1, and the proposed spacing unit for that well,
being the northwest quarter of Section 12.

Q. Does Richardson also propose a well on this 40-
acre Pictured Cliff spacing unit?

A, Yes, they do.

Q. And what is the location of the well they are
proposing?

A. It's my understanding they are proposing a well

to be located within 200 feet of 1470 feet from the north

STEVEN T. BRENNER, CCR
(505) 989-9317
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line and 1500 feet

Q. So that

from the west line of Section 12.

could essentially be at the same location

or close thereto, to the one you are proposing?

A. That's ¢

Q. At the p

orrect.

resent time, does Amoco operate the wells

in the northwest quarter of Section 12?2

A. Yes, sir

Q. Does the
fall in close prox
it

A. VYes,

Q. Would in

, they do.
location being proposed by Richardson
imity to currently operated Amoco wells?

does.

fact the Richardson proposal be possibly

located on the same well pad as existing Amoco Dakota

wells?
A.
Q. Let's go
you identify that,

A. Yes,

It appears that way, yes.

to the next page in this exhibit. Would

please?

this is a copy of the Exhibit A which was

attached to the proposed Amoco -- the operating agreement

that Amoco proposed to use to govern operations for the

Burnham Gas Com A

Number 1, and it sets forth the names and

addresses of all working interest owners within that

spacing unit and their respective working interests

therein.

Q.

quarter of Section

So we're talking here about just the northwest

12 in the Pictured Cliffs?

STEVEN T. BRENNER, CCR
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A. That's correct.

Q. And what does Amoco -- How much of the working
interest ownership does Amoco own in that 160-acre tract?

A. Amoco owns 83.38125-percent working interest.

Q. Do you know what Richardson owns at this time in
this 160-acre tract?

A. We -- At the time we did title, we showed them to
own 2.76979-percent working interest in the tract.

Q. Is it possible that they have acquired additional
interests since this exhibit was prepared?

A. Sure.

Q. Have other interest owners shown on this exhibit
agreed to participate with Amoco?

A. Yes, the -- Manon Markham McMullen has signed an

M
operating agreement and AFE for this well.

A,

Q. And that's the only other interest owner shown on
this Exhibit A that has signed the AFE or agreed to
participate in this Pictured Cliffs well with you?

A. That is correct.

Q. Let's go to the next page. Could you identify
that, please?

A. Yes, this is State of New Mexico, 0il
Conservation Division, Form C-102, Well Location and

Acreage Dedication Plat, showing the proposed location of

Amoco's Burnham Gas Com B Number 1, and also depicting the

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

the Pictured Cliffs, being the southwest

quarter of Section 12, and the spacing unit for the

Fruitland Coal formation, being the west half of Section

12.
Q. This wel
formations?
A. That is
Q.

1l is to be completed in both those

correct.

Has Richardson also filed an application seeking

to drill a well in the southwest of Section 12 to be

completed in both formations?

A. Yes, they have.

Q. What is the location that is being proposed by
Richardson?

A. The proposed location is in 200 feet of 870 feet

from the south line and

Section 12.

e o

1180 feet from the west line of

i P T

Q. So again, this could be essentially at the same

location being praoposed by Amoco?

A. Yes.

Q. And agai
an existing well p
Dakota well in the

A. Yes.
Q. Let's go

A. Would you iden

n, could this well at that location be on
ad on which Amoco currently operates a
southwest of Section 12?

to the next page. 1It's marked Exhibit

tify this, please?

STEVEN T. BRENNER, CCR
(505) 989-9317
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A. Yes, this is a copy of the Exhibit A that was
attached to the operating agreement that Amoco sent to all
working interest owners for our proposed Burnham Gas Com B
Number 1, and it shows the names and addresses of all the
working interest owners in the Pictured Cliffs formation,
being the southwest quarter unit, and their ownership in
the Fruitland Coal, the west half of Section 12.

Q. What does Amoco own in the southwest quarter?

A. Fifty percent.

Q. And do you know what Richardson owns?

A, Our records at the time they were checked showed
them to own 8.33 percent.

Q. And again, that number may have increased and you
wouldn't know it?

A. Yes.

Q. What about a west-half unit? What is Amoco's
ownership in a west-half spacing unit?

A. 66.69062 percent.

Q. And the last figure you had on the Richardson
ownership in a west-half unit was what?

A. 5.55249 percent.

Q. Now, in the cases that have been filed by Amoco,
is Amoco seeking an order pooling all of the interests as
shown on the two Exhibit A's that have just been reviewed

by you?

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

Q. Let's ga to the portion of this exhibit that is

behind the tab marked "Correspondence®.

that, please?

Could you identify

A. Yes, th? first page is -- shows just relevant

oral and written c

ommunications between Amoco and other

working interest owners, regarding our proposed Burnham Gas

Com A Number 1.

Q. And was

A. Yes.

Q. This summary?
A. Yes, sir.

Q. When was

this exhibit prepared by you?

the first contact between the parties

concerning the drilling of a well in the northwest gquarter

of Section 12?2

A. Well, Amoco sent out its initial well proposal by

a letter dated Feb
Q. And is i
been in negotiatio
A. Sure.
Q. When did
in -- portion of t
A. July of
Q. And if t

parties prior to J

ruary l1l4th, 1995.

he San Juan Basin?

1993.

t possible that the parties could have

n prior to this time, or is it not?

you first start working on this area

here had been communications between the

nly of 1993, you wouldn't be aware of

STEVEN T. BRENNER, CCR
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those?
A. That's correct.
Q. Are you aware of any proposal for farm out

between the parties of the acreage involved in this case?
A, Yes, I recall Richardson requesting a farmout of
Amoco's acreage in this section. I think it may have been

late 1993.

Q. And were you involved with that?

A. Yes.

Q. And what was Amoco's response to the 1993 farmout
request?

A, Amoco declined their request.

Q. This listing of contacts between the parties

concerning the development of the northwest quarter of

Section 12, this includes some written correspondence?

A. Yes, sir.

Q. And it also includes some telephone
conversations?

A. That's correct.

Q. If you would -- I'd like to direct your attention

to the entry dated March 7, 1995.

A. Yes.

Q. That indicates that you had contacted Richardson
and requested a copy of the operating agreement?

A. That they proposed on their well.

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

A, Yes.

Q. Have you ever received that?
A. No, sir.

Q. Is this,

to the best of your knowledge, a

complete listing of the contacts between the parties

concerning the development of the northwest quarter of 127

A. Yes, sir
Q.

page. Could you t
A. Yes, it!

interest owners, p

Q. And that

A. Right.
Q. And behi
A. -=- is ju

the working intere
Q. And agai
Richardson Product
A.

Yes, sir

Q. The next

sheet, again. Was
" A. Yes, sir
Q. And basi

A.

, 1t is.

All right, let's go to the document behind that

ell me what that is, please?

s just a copy of my letter to the working
roposing our Burnham Gas Com A Number 1.
's the February 14, 1995, letter?

nd that -- ?

st a list of the names and addresses of
st owners that this letter was sent to.

n, this shows that the letter was sent to

ion Company?

document in that page is a summary
this prepared by you?

cally what is this?

It's siqply a time line of, again, relevant oral

STEVEN T. BRENNER,
(505) 989-9317
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and written communications between Amoco and any other
working interest owners within the spacing unit.

Q. Other than the general testimony that you
previously presented concerning a farmout agreement, since
you've been working on this area, is this a complete
listing of the contacts between the parties concerning the
drilling of wells on this acreage?

A. Yes.

Q. Behind that, again, is a copy of the first letter
that was sent?

A. That's correct.

Q. And the last -- the next page is what?

A. Is the names and addresses of the parties that
this February 14th, 1995, letter was sent to.

Q. And again, this letter shows it was sent to

Richardson Production Company?

A. That's correct.

Q. Let's go to the next letter, dated Marchv13,
1995.

A. Okay.

Q. Could you tell me what this is?

A. Well, Amoco's original well proposal -- in my
cover letter dated February 14th, 1995 -- was to drill the
Burnham Gas Com B Number 1 in the southwest corner of

Section 12 as a Pictured Cliffs well only.

STEVEN T. BRENNER, CCR
(505) 989-9317
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After receiving a proposal from Richardson, an

evaluation showed

drill and complete

that probably the most effective way to

this well would be to complete it in the

Pictured Cliffs and the Fruitland Coal formation and

downhole commingle

it.

So the March 13th letter is a resubmission of our

proposal to amend

it to include a completion in the

Fruitland Coal formation.

Q. And that
A. Yes, sir|.
Q. Ms.

was then sent to Richardson, was it not?

Talbpt [Jenkins], is the documentation you

have just reviewed, to the best of your knowledge, a

complete summary of the efforts which have been made to

reach voluntary agreement with Richardson and others for

the development of
A. Yes,
Q.

Production Company

each of the wells
A.
Q. Were the

booklet which you I

sir,

this acreage?

it is.

If this Application is granted, does Amoco

request to be designated the operator of

involved in these consolidated cases?

Yes, they do.

portions of Amoco Exhibit 1, the exhibit

have just reviewed -- been prepared by

you or compiled ungder your direction?

A.

MR. CARR

»
»

Yes, they have.

Mr. Stogner, at this time we move the

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




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

23

admission of the portions of Amoco's Exhibit 1 behind tabs
"Application", "Ownership" and "Correspondence", and we
move their admission into evidence.

EXAMINER STOGNER: That portion of Exhibit 1 --
Are there any objections before --

MR. KELLAHIN: No objection.

EXAMINER STOGNER: That portion of the exhibit
under "Application", "Ownership" and "Correspondence" will
be admitted into evidence at this time.

MR. CARR: And that concludes my direct
examination of Ms. Jenkins.

EXAMINER STOGNER: Thank you, Mr. Carr.

Mr. Kellahin, your witness.

CROSS~EXAMINATION
BY MR. KELLAHIN:

Q. Ms. Jenkins, if you'll turn with me to your
exhibit book and look behind the "Ownership" tab, and
behind the first plat, when we look at your division of
interest for the northwest quarter of 12, you've testified
that Manon McMullen has committed on a voluntary basis that
percentage to Amoco?

A, Yes, sir.

Q. When did that occur?

A. I'm not exactly sure the date we received it, but

we received a signed copy of an AFE, an operating

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




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

24

agreement, from Ma

Q. Was that

non Markham McMullen.

before or after the February 14th letter

that you sent to those parties?

A. After.

Q. All righ
the compulsory poa

A. I don't
think it may have

was before or afte

Q. Other th

t. Was it before or after the filing of
ling Appiication by Amoco for this well?
recall exactly when we received it. I
been -- Actually, I don't recall if it

r.

an that interest, have you been able to

persuade any of these other interest owners to commit their

interest to an Amoco-operated well for this spacing unit?

A. No, sir.

Q. When we
interest, does tha
in this tract?
sir

A. Yes,

Q. All righ

consolidation of i

then?
A. Right.
Q. This is
A, That's ¢
Q. So when

you already had th

look at your percentage for the Amoco

t represent a leasehold position you had

t. It doesn't represent the

nterests pursuant to a well proposal,

lease acquisition?
prrect.
you started making this well proposal,

at percentage?

STEVEN T. BRENNER, CCR
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A. That's correct.

Q. Okay. If you'll turn two more pages and if
you'll look at the Exhibit A that's appended to the
division of interest you have provided for the second well,
which is the PC-Fruitland Coal combination --

A. Right.

Q. -- I notice that Manon McMullen has got an
interest in this particular well and in this spacing
configuration, but you did not indicate whether that party
had agreed to participate on a voluntary basis. What is
the status?

A. I didn't indicate it because she has not
committed as to this tract.

Q. So as to this spreadsheet for this well and these
two spacing units, none of these interest owners that you
solicited have agreed to participate with Amoco?

A. That is correct.

Q. Am I correct in understanding that the basic
Amoco percentage is a leasehold-derived percentage, and it
doesn't represent a consolidation of interest based upon a
well proposal by Amoco?

A. That's correct.

Q. Okay. When we turn to the correspondence, your
well proposals are the February 14th letters?

A. Yes, sir.

STEVEN T. BRENNER, CCR
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Q. This loag
you retain a copy
shows the Amoco le

A. No, I di

Q. To the b
correctly

and sent?

ks to be a file copy of a letter. Did
of the letter you actually sent that
tterhead?

d not.

),est of your knowledge, this letter

conformq to the letter you had printed and issued

A. Absolutely.

Q. Okay.

letter, was it on

When you look at the contents of the

your own information and belief that you

advised these interest owners in the last paragraph that,

"Because we must Qrill this well as a 'package' with five

other PC wells in

order for it to be economic, we will

proceed to initiate force-pooling measures to ensure the

timely consolidation of all interests"?

). What was your question?
Q. Did that come from you?
A. Yes.
Q. Upon what inform- =--
A. I wrote that.
Q. Ma'am?
A. I wrote that.
" Q. Yes, ma'pm. And did you come to that conclusion
on your own?
A. The fact that we needed to drill all of them to

STEVEN T. BRENNER, CCR
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be economic came from the engineer.

Q.

A.

Which engineer?
Greg Grotke.

How do you spell his last name? It's Grotke?

G-r-o-t-k-e.
And he pronounces it -- ?
Grotke.

Grotke. Is Mr. Grotke the engineer that you

dealt with in terms of developing these two wells plus the

other five that made the package?

A.

Q.

Yes, sir.

And was it based upon his representations to you

about packaging these five wells together to make them

economic, that you made this statement in this letter?

not?

A.

Q.

Yes.

The AFE that's attached to this letter --
Yes.

~- does that represent your work product?
No, sir, Mr. Grotke's.

Mr. Grotke, in fact, generated that AFE, did he

That's correct.

Is that something that he does within Amoco, to

generate AFEs for this type of prospect?

A.

Yes.

STEVEN T. BRENNER, CCR
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each AFE proposed
A. That's ¢
Q. What is
wells that are in
A. We are s
been consolidated;
Q. Are any

pooling applicatic

At the time he submitted these two AFEs to you,

a single PC-completed well, did he not?

orrect.

the current status of the other three PC

Mr. Grotke's package?

till -- Some of them, the interests have
some of them, they haven't.

of the other three subject to compulsory

ns before the Division at this point?

A. One is, the one that we've just continued today.
Q. The 11,245 case, I think it was?

A. Yes.

Q. All right. That well in Section 14 is part of

this package?

A. Yes.

Q. All right.

proposals?

A’

interest in one of

What is the status of the other two

The other two wells, I think we own a 100-percent

them, and another one we are negotiating

a purchase of an interest.

Q.
A. Yes.
Q. When we

Is Mr. Grotke still involved in this project?

look at the first part of the display

book and look behind the tab that says "Application" --

A. Uh-huh.

STEVEN T. BRENNER, CCR
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Q. -- there is Mr. Hawkins' -- or a letter that is
over Mr. Hawkins' signature, dated March 9th. Do you see
that?

A. Yes, sir.

Q. Between March 14th and March 9th, did you have
any written correspondence to Richardson with regards to
either of these two well proposals?

A, Between March 14th and March 9th?

Q. I'm sorry, I misspoke. It's April 14th, the date
of your first proposal.

A. February 14th?

Q. I'm still not getting it correct. The February
14th date --

A. Okay.

Q. -- and the March 9th date, between those two

dates did you have any written correspondence with
Richardson about your well proposals?

A, Other than the February 14th letter?

Q. Yes, ma'am.

A. We had no other written communication, as I
remember.

Q. Okay.

A. Oh, I take that back.
Q. Okay.

A. We did have a letter to Richardson. I don't

STEVEN T. BRENNER, CCR
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recall the date of

March 7th

A.

Q.

A.

interest in any ty

this time.

Is that

No.

it.

contained in this package?

Would that be a letter over your signature on

of 19957

That sounds right.

All right.

Okay.

-- this

Let me show you --

document.

All rig+t, have you seén the document?

Yes.

Do you recognize that document?

Yes,

I do.

What does it purport to represent?

It tells

Is that
Yes,
-- the 1

Yes,

MR. KELLAHIN:

sir

sirn

Richardson that we did not have any

your signature? 1Is that --

etter you sent?

Mr. Examiner, this letter is not

yet marked as an exhibit.

concurrence,

To keep

it is

the record straight, with Mr. Carr's

contained in the package of exhibits

rpe of sale or exchange of any interest at

STEVEN T. BRENNER, CCR
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that our land person will testify to, and if we may simply
document it by its date I think the record might stay
straight if we do that.

EXAMINER STOGNER: Okay, why don't we do that?
You are planning on offering this as an exhibit later on?

MR. KELLAHIN: Yes, sir, but I want to show it to
you now and discuss it with Ms. Jenkins.

EXAMINER STOGNER: Is this my copy?

MR. KELLAHIN: Yes, sir.

EXAMINER STOGNER: Thank you.

Q. (By Mr. Kellahin) All right. Other than the
March 7th letter that I've just shown you, there was no
other written correspondence from you to Richardson within
the time frame that I've described?

A. Right.

Q. You testified in response to Mr. Carr that you
had a number of these photocopies of the green cards,
showing that these various parties had been sent notice of
Mr. Hawkins' application for compulsory pooling?

A. Yes, sir.

Q. Is that something that you take care of?

A. No, sir, Mr. Hawkins took care of those.

Q. Do you know on what particular date the March 9th
letter was sent to these other interest owners?

A. What day the letter was mailed?

STEVEN T. BRENNER, CCR
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Q. Yes, ma'am.
A. I don't [know that.
Q. The two|well proposals that you have sent on

February 14th, one

was for a PC-alone well in the northwest

quarter of 12, right?

A. Yes.
Q. And the

alone well in the

correct?
A. That's ¢
Q. When you

applied for compul
in the west half g
yet proposed; is t
A. Not for

a completion in a

formation.
Q. And in a
A. That's ¢
Q. Did Mr.

proposals on the A

five wells?

" A. Yes.
Q. And they
they not?

second one you proposed was a PC-stand-

southwest quarter of 12; is that not

orrect.

look at Mr. Hawkins' application, he's
sory pooling off a coal gas spacing unit
f Section 12 for a well that you had not
hat not true?

a well that we had not proposed, but for

well that we had proposed in a second

spacing unit you have not yet proposed?
orrect.
Grotke come to you originally with his

FEs and the prospect for this package of

were individual PC-alone wells, were

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




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

33

A, Yes.

Q. Did you have any conversations or discussions
with Mr. Grotke about the inclusion of the coal gas in
either one of these wells?

A. Yes, I did.

Q. All right. And is that a basis for the change,
then, for adding the coal in the well in the southwest
guarter of 127

A. I'm not sure what you're asking.

Actually, I think the basis of the change was,
after we received Richardson's AFE we thought that's
probably a good idea, so we decided that it would be best
to complete it in both formations.

Q. The idea, then, for taking one of these wells and
commingling it for a coal gas well with the PC generated
with Richardson, did it not?

A. I don't know what you mean when you say
"generated". We contemplated doing it earlier, before
Richardson did.

Q. Richardson formally proposed it to you first?

A. Yes.

Q. Okay. And in response to that proposal, Mr.
Grotke concurred and altered his proposal?

A. Yes.

Q. When you received Richardson's proposal for these

STEVEN T. BRENNER, CCR
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wells, did they come to you?

A. Yes, via fax.

Q. Okay. And as part of that process, then, how did
you disseminate that information in order to generate a
response from your company?

A. I took it down to Mr. Grotke to review.

Q. All right. Again, this is his project as an
engineer, and he got that information?

A. That's correct.

Q. To what |extent is Mr. Hawkins involved in any of

this at this point?

A. At this |point we may have given him information,

but as far as evaluation, he's not involved.

Q. Okay. When we look at your February 14th letter,

apart from saying that you'll praoceed to initiate

compulsory pooling, did you provide these parties with any

indication of the time frame in which they would have to

respond to your prioposal?

A, No.
0. Did you d

compulsory pooling?

iscuss with Mr. Hawkins when to initiate

A, At the time the letter was sent out, no.

Q. On the March 9th?

A, His March

9th letter?

Q. Yes, ma'am.

STEVEN T. BRENNER, CCR
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A, Yeah, but I'm saying at the time that the
original proposal went out, we had not decided -- we were
going to wait till the appropriate amount of time had

passed.

Q. In response to Richardson's proposal for these
two wells, what conclusion did Mr. Grotke come to?
A. Ask that again.

Q. Yes, ma'am. The proposals from Richardson to

Amoco --

A. Uh-huh.

Q. -- came through you --

A. Right.

Q. -~ were disseminated to him?
A, Yes.

Q. What, if any, action did he communicate to you in
response to their request?

A. The initial reaction is to go through the cost
and see, you know, how they compared to ours and evaluate
that.

Q. Other than a cost comparison analysis, did you
have any other discussion with Mr. Grotke about any other
factor or component in his decision about participating

with Richardson or not?

A. Well, since we initially proposed the well and

because we had a majority interest, that, to us, was a

STEVEN T. BRENNER, CCR
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factor in determin
to try to be opera
Q. Okay. The Richardson AFEs were lower than the
Amoco AFEs, were t
A, Yes.
Q. Okay. O

and having propose

ing whether or not we wished to proceed

tor or if Richardson should be operator.
hey ﬁot?

ther than you having a larger interest

d the well first, were there any other

factors in your dlcision about rejecting Richardson as the

operator?
A. Well, we
though the bottom
higher -- we felt
been built into th
project that they
Q. Are you
from information g
A. Informat
Q. bAnd who

A. Greg Gro

wanted to compare the AFEs, and even
lines were different -- Amoco's was
there were some costs that may not have
eir AFEs, that were necessary to do the
were proposing.

speaking from your own examination or
iven you by other Amoco employees?

ion given to me by other Amoco employees.
would that employee be?

tke.

Q. All right, no one else?

A. No.

Q. I have discovered another copy, Ms. Jenkins, of

the letter I showed the Examiner. It's the March 7th

letter.

A. Uh-huh.

STEVEN T. BRENNER, CCR
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Q. It states on the bottom of that letter in the
last paragraph that you represent that you're going to
respond to their proposal, does it not?

A. Yes.

Q. What does it say?

A. It says, "With respect to the parties' respective
AFEs, Amoco will also advise Richardson in writing in the
near future with regard to Amoco's position."

And you never did that, did you?

A. Yes, we did.

Q. Where's the letter that responds to that?

A. We sent them a certified copy of our application
from -- letter dated March 9th, from Bill Hawkins.

Q. The response was an application for compulsory
pooling?

A. Yes.

MR. KELLAHIN: No further questions.
EXAMINER STOGNER: Mr. Carr, any redirect?
MR. CARR: I have no questions, no redirect.
EXAMINER STOGNER: While he's reviewing that, I
do have a couple of questions.
EXAMINATION
BY EXAMINER STOGNER:
Q. On the Exhibit A's, the interest parties --

A, Yes.

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




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

38

Q. -- you said that McMullen was the only one that
had a signed partmer- -- or a signed instrument at this
point?

A. Right, on one of the wells.

Q. On one of the wells.
A. Right.
Q. Has there been any discussion with any of the

others if you're expecting a signed one in the near future,
or have they verbally committed to it yet?

A. There has been discussions with other parties,
but no verbal commitments to join.

We have had discussions with Kerr-McGee, who
initially told us |[that they would farm out to Amoco, and I
asked him if he was aware -- I know he got it, Kerr-McGee
got a certified copy of the compulsory pooling
application -- if he was aware that we were going through
that.

And he said -- he said, No, I wasn't -- or he
was, but he didn't even really even talk about that.

And I said, Well, do you wish to wait to see who
becomes designated operator before you determine who you
want to farm the interest out to?

And he sLid yes.

Q. And thatl is the interest in the west half and

southwest quarter,| the Kerr-McGee that you're referring to?

STEVEN T. BRENNER, CCR
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A. Yes. And if you look -- they also -- Let's see.
That's correct.

Q. But they don't have interest in the northwest
quarter of that section?

A. I think they -- Yes, they do. See, the interest
of Flag-Redfern 0Oil Company?

Q. Yes.

A. They acquired that interest. At the time that
exhibit was prepared, there was not an assignment of record
from Flag-Redfern to Kerr-McGee.

In my discussions with Kerr-McGee on the other
section, he did tell me that they did own that Flag-Redfern
interest and sent me a copy of the assignment, and just
this copy of the Exhibit A has not been revised to reflect
that.

Q. Are there any other interests that have had
similar exchanges or acquisitions or --

A. We did have a discussion with Rod ~-- it says
Robert Allen Markham, and after discussions with him I
believe his name is Roderick Allen Markham. 1Initially he
had discussions with Mr. Grotke and with me. And his
discussion with me was, Well, what terms would Amoco take a
farmout on?

And I had not gotten back with him on that

because of all the other circumstances, not knowing who

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




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

40

would eventually b

EXAMINER STOGNER:

e operator and .drill the well.

Okay, I have no other

questions of this witness.

Mr. Carry

MR. CARROLL:

BY MR. CARROLL:

Ms. Jenk

Q.
whom did you consu
Amoco has no inter

A. This waJ

oll, do you?

Yes, Mr. :Examiner.
EXAMINATION
ins, this March 7th, 1995, letter, with
1t when you replied to Richardson that
est in any type of sale or exchange?

simply a letter to -- If you'll look

over at our correspondence, under the "“Correspondence" on

the exhibit, you'l

1 see February 23rd, 1995, after

Richardson receivéd Amoco's AFE, Cathleen Colby called Mr.

Grotke, and accord

ing to Mr. Grotke, that Cathleen

expressed Richardson's opinion that our costs were too high

and asked if we would be willing to trade some of our

acreage in this Sﬂacing unit for some other acreage in the

area.

And Mr.

Grotke said he would take that under

consideration. AnL we looked at some other possi- -- some

areas.
And this
not interested in

not interested in

letter is to respond to her that we are
any trade of acreage, not that we were

any negotiatiions of an operating

STEVEN T. BRENNER, CCR
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agreement for the drilling of this well.
Q. So you and Mr. Grotke, or Mr. Grotke, determined

that Amoco had no interest?

A. In a trade of --
Q. In a sale or exchange?
A. -- this acreage -- or sale, whatever, that we

were not willing -- we didn't want to do any trade. We
weren't saying that we didn't want to negotiate in good
faith a joint operating agreement for Amoco to operate the
well.

Q. All right. I guess I don't understand here.
According to this letter it appears, from what you just
said, that you and Mr. Grotke had the authority to turn
down an offer from Richardson but you didn't have the
authority to accept on behalf of Amoco.

A. I'm not sure what you're asking.

Q. In the first sentence, in the first paragraph --

A. Uh-huh.

Q. -- you turned down Richardson's offer for a sale
or exchange --

A. Uh-huh.

Q. -- and then in the last sentence of that
paragraph, you say if there's more discussions that follow
any offer, acceptance by Amoco will have to be by somebody

other than you or Mr. Grotke.

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




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

42

A.

Uh-huh.

any trade, but we

company to some sO

Q.
have

A.

Q.

Q.
to bind

A.

manager,

Q.

And who

the authority

An attor

And who

We have

Yes, we have the authority to decline
don't have the authority to bind the
rt of trade.
would be the person above you that would

to bind the company?
ney-in-féct.

would that be?

several.

Is Mr. Hawkins an attorney-in-fact?

No, sir.

wWho woul

d be naturally the person you would ask

the company?

My immediate supervisor, John Hashe, who's a land

So I get

is an attorney-in-fact fior Amoco.

this clear again, you have the authority

to turn down offers from other companies on behalf of

Amoco,

other companies?

but you don't have authority to accept offers from

A. Yes.
MR. CARROLL: Okay, thanks. That's all I have.
EXAMINER STOGNER: Any other questions?
You may be excused.
Mr. Carr?
MR. CARR: At this time I call Mr. Bill Hawkins.
EXAMINER STOGNER: Mr. Carr?
STEVEN T. BRENNER, CCR

(505) 989~9317




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

43

BILL HAWKINS,
the witness herein, after having been first duly sworn upon
his oath, was examined and testified as follows:

DIRECT EXAMINATION

BY MR. CARR:

Q. Will you state your name for the record, please?

A. Bill Hawkins.

Q. Where do you reside?

A. In Denver, Colorado.

Q. By whom are you employed and in what capacity?

A. Amoco Production Company as a petroleum engineer.
Q. Mr. Hawkins, have you previously testified before

this Division and had your credentials as a petroleum
engineer accepted and made a matter of record?

A. Yes, I have.

Q. Are you familiar with each of the four

Applications filed in these consolidated cases?

A. Yes, I am.
Q. Are you familiar with the subject acreage?
A. Yes.

MR. CARR: Are the witness's qualifications
acceptable?

EXAMINER STOGNER: Are there any objections?

MR. KELLAHIN: No objection.

EXAMINER STOGNER: Mr. Hawkins is so qualified.

STEVEN T. BRENNER, CCR
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Q.
certain

A.

Q.

(By Mr.

Carr) Mr. Hawkins, have you prepared

exhibits for presentation here today?

Yes, I have.

Let's go to the material contained behind the tab

"Well Cost" in Amoco's Exhibit Number 1.

A.

Q.
tab?

A.
Cost" is
Com A We
in the -
12.

Q.
interest

A.
of the c

$90, 160,

A,
as well.

drilling

Okay.

Would you identify the first document behind this

Yes, the
the AFE t

11 Number

first document behind the tab "well
hat Amoco submitted on the Burnham Gas

1. It's for a Pictured Cliffs completion

- I belie

And thi
owners i
That's
olumn of
and a gr

And thi

That's
Who is
Greg Gr
His res

programs

e it's the northwest quarter of Section

is the AFE that was submitted to other
the acreage?
orrect. The AFE here just at the bottom
umbers shows an estimated dryhole cost of
ss completion cost of $216,260.

, as it indicates, was prepared by Greg

orrect.

. Grotke?
tke is a petroleum engineer with Amoco,
onsibility is primarily to assist in the

that we're putting forth in 1995.

STEVEN T. BRENNER, CCR
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Q. And do you work with Mr. Grotke on a regular
basis?

A. Yes, I do.

Q. And in what respect?

A. Generally, I attend the drilling meetings that
are discussing our drilling plans and provide consultation
on regulatory affairs, when we may need some special type
of relief.

Q. Let's go to the next document behind this tab.
What is this?

A. Again, this is an AFE for the Burnham Gas Com B
Well Number 1. It's identical to the A Number 1. 1It's a
Pictured Cliffs well to be located in the southwest quarter
of the section.

Q. And these totals are identical to the totals on
the previous AFE; is that correct?

A. Yes, they are.

Q. Was this AFE submitted to other interest owners
in the affected acreage?

A. Yes, it was.

Q. This AFE was for only a Pictured Cliffs
completion in the southwest quarter of Section 12, was it
not?

A. That's correct.

Q. All right. Now, let's go to the next AFE, and

STEVEN T. BRENNER, CCR
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this one, I believe,

A. Yes, it
just followed by t

The firs
Well Number 1. Th

When Amo

is in two parts, is it not?

is. This is a =-- first page of the AFE,
he second page.
t page is again for the Burnham Gas Com

at's the well in the southwest quarter.

co decided to resubmit an AFE to amend

our proposal to include the Fruitland, we broke this AFE

into two parts. T
would be charged t
gross dryhole and
If we tu
Fruitland portion
gross completion $
So you w
total cost for the
Q. And was
well in both the F|

submitted to those

interest owners in

A. Yes.

Q. Now, let
A. Okay.

Q. What is

A. This pag

submitted by Richa

he first part would be the portion that

o the PC owners, that being $45,080 for

$127,380 for completion.

rn to the next page, we'll get the

of that AFE: gross dryhole $45,080, and

133,380.

ould need to total those two up to get a
well.

this AFE, that reflected completing the

ruitland and Pictured Cliffs, also
interest owners who are -- those

the affected acreage?

's move to the next page.

this?

e is a comparison of the AFEs that were

rdson and Amoco for the well to be

STEVEN T. BRENNER, CCR
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located in the northwest quarter of Section 12. 1It's the
Pictured Ccliffs well, and we have named that well --

MR. KELLAHIN: I have an objection here, Mr.
Examiner.

THE WITNESS: -- the Burnham Gas Com A 1.

EXAMINER STOGNER: Yes?

MR. CARR: Just a minute.

MR. KELLAHIN: Mr. Examiner, I object. There's
no proper foundation laid for this witness to qualify as an
expert in comparing AFEs. And in fact, Ms. Jenkins just
testified it was Mr. Grotke who had made this analysis and
had come to the conclusion.

So there's no foundation yet laid that Mr.
Hawkins has the requisite expertise to reach conclusions
about comparisons.

EXAMINER STOGNER: Mr. Carr?

MR. CARR: I would note, Mr. Stogner, that we
have qualified Mr. Hawkins in the past as an expert in
petroleum engineering.

I'd be happy to ask him some questions that
relate to his experience with AFEs, if that would satisfy
Mr. Kellahin, but he didn't object when we qualified him
initially. And I'll be happy to have Mr. Hawkins testify
that he works with them regularly, that he evaluates them

as part of his daily work and that he has looked at the

STEVEN T. BRENNER, CCR
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AFEs for both of the wells that are involved,

what would be desi

if that is

red.

EXAMINEL STOGNER: Mr. Kellahin?

MR. KELLAHIN:

Carr how he try his case.

have an objection
foundation. 1It's

to do.

I'm not going to suggest to Mr.
I am telling the Division that I
because he's not laid a proper

up to him to figure out what he's going

MR. CARR: I would just note that in that regard

I will ask those questions of Mr. Hawkins.

But when Mr.

Kellahin had no objections to the qualifications of Mr.

Hawkins in the past, we have explained in detail what his

work has entailed,

EXAMINER

to lay a brief fou
Q. (By Mr.

AFEs that have bee

but I will ask those questions.
STOGNER: Mr. Carr, if you would begin
ndation for the record.

Carr) Mr. Hawkins, have you reviewed the

n submitted by Amoco to Richardson and

other interest ow

ers concerning the wells that are the

subject of this hearing?

A. VYes, I

Q. Have you
provided by Richar
located on the pro
hearing?
A.

Yes, I h

ve.
also reviewed the AFEs that have been
dson to you concerning the wells that are

perty which is the subject of this

ve.
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0. Now, in your work -- When did you first become
employed as a petroleum engineer?

A. In June of 1974.

Q. And by whom were you employed?

A. Amoco Production Company.

Q. And what was your position with Amoco at that

time?
A. Petroleum engineer.
Q. And where were you working?
A. In Lafayette, Louisiana.
Q. And what were the duties that you were assigned

at that time?

A. As a production operations engineer my job was to
assist in implementation of drilling programs and to
monitor production from producing wells, recommend
completion or recompletion or workover that might be

necessary to improve production.

Q. Were you ever called upon in that role to review
AFEs?

A. Yes.

Q. Were you called upon in that role to ever prepare
an AFE?

A. Yes.

Q. And how many AFEs have you prepared in your

career, since you first went to work with Amoco?

STEVEN T. BRENNER, CCR
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A. I don't

it's on the order

Q.

have an exact pumber, but I would say

of a dozen or so.

And after your initial assignment, you have held

various engineering positions with Amoco at all times

thereafter?

A. Yes.

Q. And in Tll of those positions have you been

called upon to be

A. Yes.
Q. And are
preparation of an

A.

Q.

familiar with AFEs?

you familiar with what goes into the

AFE?

Yes, I am.

When you look at an AFE, do you know what the

items in an AFE are intended to represent?

A. Yes.

Q.

When you looked at the :AFEs that were submitted

in this case by Richardson, were you aware of what they

were representing

to Amoco as the costs that were going to

be incurred for various items?

A. Yes.

Q. In your
you receive one?
A, Yes.

Q. And are

expertise, do you understand an AFE when

you called upon to look at an AFE and

evaluate whether Jr not it's appropriate for your company

STEVEN T. BRENNER, CCR
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to participate in the well?
A. In my present position I am not required to do
that, but I have done that in the past.
MR. CARR: I would tender Mr. Hawkins as a
competent witness to review AFEs for wells proposed in the

San Juan Basin.

MR. KELLAHIN: Same objection, Mr. Examiner.

EXAMINER STOGNER: May I ask why, Mr. Kellahin?

MR. KELLAHIN: Yes, sir, he's not specifically
tied the Amoco AFEs in this particular matter to his
persconal knowledge and review. If Mr. Carr asked that
question, I did not hear the answer.

He has shown a general reference as a petroleum
engineer to have personally prepared perhaps a dozen AFEs,
and I have yet to hear that he had any detailed involvement
with regards to the preparation of Amoco's AFEs as to these
two specific wells.

And for that reason, I object.

MR. CARR: You know, Mr. Stogner, we can sit here
all afternoon, but the fact is, we're not offering Mr.
Hawkins' testimony as a person who prepared the AFE.

We have qualified him as someone who can look at
the AFE and evaluate it, and we've shown that he has the
experience and expertise to do that. And I've laid a

proper foundation, and I'd like to let Mr. Hawkins go

STEVEN T. BRENNER, CCR
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forward and presen
But we ¢

afternoon if that!

t our case.
an sit here and argue this stuff all

s what Mr. Kellahin wants. But I would

submit to you I have laid a proper foundation, and Mr.

Hawkins is a qualjified witness to review this Exhibit.

EXAMINER STOGNER:

your questioning t
your objection, Mr

Mr. Carr

Q. (By Mr.
page that at the t

"AFE Comparison"?

A. Yes.

Q. Did you

A. Yes,

Q. And what
exhibit?

A. I looked

Richardson Operati

Com A Well Number

Mr. Carr, I'm going to allow
o continue, and I'm going to overrule

. Kellahin.

?
Carr)

Mr. Hawkins, can you identify the

op in the Amoco exhibit book is entitled

prepare this exhibit?

I did.

did you look at in preparing the

at the AFEs that were submitted both by
ng Company and Amoco for the Burnham Gas

1 and identified the significant

differences betwee% those two AFEs in terms of costs.

Q. What was
the Richardson Ope
Com A Number 1 wel

A. I show i

the total cost reflected on the AFE of
rating Company AFE for the Burnham Gas
1?

t here as $152,117.

STEVEN T. BRENNER, CCR
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Q. And how does that compare to the total cost shown
on the Amoco Corporation AFE?

A. Our AFE was for $216,260.

Q. And the total difference?

A, $64,143.

Q. So Amoco's AFE wés $64,143 higher than the
Richardson?

A. That's correct.

Q. Were you able to, looking at these two AFEs,
identify areas where there were significant differences in
the amount being suggested for various items in the
drilling of these wells?

A, Yes, I was. There are a number of differences
between the two AFEs, so it's difficult to compare line
items.

But the three most obvious differences that
seemed to make up this difference to me are identified
below, that being primarily the cost for stimulation, the
compression costs and the contingency costs.

Q. All right, let's go to the stimulation portion of
the AFEs. What did the Richardson AFEs propose for
stimulation costs?

A. Richardson's AFE was for $24,000 for a
stimulation.

Q. And for Amoco?

STEVEN T. BRENNER, CCR
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A. $43,000,

Q. Can you

tell me whether or not the Amoco $43,000

figure, in your e#timate, is what the current cost for

stimulation would
A.

we're proposing.

be today?

It would depend somewhat on the stimulation that

In this case, we've looked at the types

of stimulations that we would be using for the Burnham Gas

Com A 1, and recently our costs are in fact more on the
1

order of the Richardson estimate, $24,000.

So I would say that we would expect to be able to

stimulate this well for a cost of about $24,000.

Q. Looking

of this nature, you said they've come down.

period of time?
A.
fracture stimulatij

over about the las

at the recent stimulation costs for wells

Over what

We've been looking at trying to reduce costs of

lons over the last year. And in fact,

it six months we've seen stimulation costs

come down to the $20,000-to0-5$24,000 range on our recent

Ruth well completion and -- I believe there's one more.

I'd have to look up the name of the well.

Q. When wasg the Ruth well actually completed?
A. February of 1994.
Q. And so is it appropriate to assume the

stimulation figure

more in line with

reflected by the Richardson AFE to be

what the actual) cost would be?

STEVEN T.. BRENNER, CCR
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A. Yes.
Q. wWhat about the entry for compressor charges?
A. We could not identify any cost for compressor for

the Richardson well. We believe the well will need a
compressor to produce efficiently, lower the surface
pressure. In'fact, we believe that the Richardson wells
that are in the area use compréssor as well.

So we've estimated the cost for that compressor
to be $30,000.

Q. Is that $30,000 in line with the costs associated
with installing compression on similar wells currently
operated by or completed by Amoco?

A. Yes.

Q. All right, there's an item called "Contingency"
where there's a difference. Could you tell me how Amoco
comes forward with a contingency item in an AFE?

A. Well, our contingency is based on 15 percent.
It's an estimated contingency that would reflect any number
of problems you might incur or just some differences in
actual costs.

Q. And so that is the actual figure that you use
across the board, or the way you derive a contingency
figure within Amoco?

A. That's correct.

Q. If you were successful in this case and submitted

STEVEN T. BRENNER, CCR
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an AFE with an order approving the pooling of the acreage

and designating
charges in that
costs?
A.
Q. Now let
Burnham Gas Com B
A. Yes.
Q.

Have you

Richardson Operati

AIoco the operator, would the stimulation
A

E be adjusted to reflect the most recent

Yes, they would.

s go to the next page, "AFE Comparison,

Number 1 Well". Do you see that?

' reviewed the AFEs, both of Amoco and

ing Company, for the wells that are being

proposed in the sguthwest quarter of Section 127

A. Yes,
Q.
compare
AFEs?
A. Yes.
Q.

I have.
And does this exhibit, like the page before it,

to certain cost differences reflected in those

How much was the Amoco AFE in excess of the

Richardson Operating Company AFE?

A.

Q.

$66,781.

Again, you have identified three areas where

there is a difference in the two AFEs; is that correct?

A.

Q.

That's correct.

Let's ga to the bottom one, the contingency.

Again, that is a 15-percent charge for gross well costs,

and that's how the Amoco $34,000 figure is obtained; is

STEVEN T. BRENNER, CCR
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that right?

A. That's right.

Q. And we go, then, up the list, the compressor cost
again. You don't find compressor charge in the Richardson

AFE, and you have estimated $30,000 would be necessary for

the Amoco well?

A, Yes.
Q. As to stimulation, would you review that, please?
A. Again, we've looked at the Richardson cost of

$48,000 and Amoco's estimated cost, $70,000.

We compared back with our recent Ruth completion,
which was a Fruitland and PC downhole commingled with both
zones requiring fracture-stimulation, and the total cost
for that was about $48,000.

So I think we would be able to stimulate this
well and use that same $48,000 cost.

Q. And if you were successful in this case and
required to submit an estimate of well costs with an order
to those nonparticipating interest owners, is it correct

that Amoco would use the most recent current stimulation

figure?
A. Yes.
Q. Now, these are just AFEs, these are just

authorities for expenditure?

A. That's correct.

STEVEN T. BRENNER, CCR
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Q. They're

estimates; is that correct?

A. They arT estimates.

Q. Are the

actual charges that the non-operator

would have to bear, the non-joining operator, would be a

share of the actual expenses?"

A.

That's correct.

Q. Let's go to the information behind the tab called

"Overhead and Risk".

A.

"Compulsory Pooling",

N

Okay. 1I've prepared an exhibit here entitled

and it has the two remaining items I

think we need to settle on today.

The charge for supervision, which is an overhead

charge, we've shoy
were included on t

to Richardson, dri

m -- These are the dollar figures that
he operating agreement that was submitted

.11ing overhead .of $3582 a month and

producing well rate of $498 a month.

Q.
the Ernst & Young
this area?

A.

figures, and the d

actually lower than the Ernst & Young figures.

they're -- I have

refresh my memory.

Drilling

Mr. Hawkins, how do.these figures compare with

survey figures for wells to this depth in

The -- We've looked at the recent Ernst & Young

Irilling costs are -- our costs are
I believe

something here to look at, let me just

well rate is close to $5000 per month,

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

CCR
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and the producing well rate by Ernst & Young is about $412
to $450 for a median figure. And our suggested cost or

overhead was $498.

Q. Do you request that the figures set forth on this
exhibit be incorporated into any order resulting from this
hearing? |

A. Yes, we would. And in fact, we would ask that
the supervision -- the overhead rates allow to escalate
according to a COPAS escalation factor each year.

Q. Is that COPAS escalation factor included with the
accounting attachment to the operating agreement which has
been prepared for this property?

A. Yes, it is. On the page just behind this
"Compulsory Pooling" page there's a copy of the COPAS, on
the page that discusses overhead charges. And you can see
about halfway down the page the same charges that I've
identified.

And down at the bottom of the page, under
paragraph A (3), it says these rates would be adjusted on
the first day of April, following the effective date of the
agreement being signed.

And it identifies the escalation factor as the
increase or decrease in the average weekly earnings of
crude petroleum and gas production workers for the last

calendar year. And that number is published regularly. Or

STEVEN T. BRENNER, CCR
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annually, I should say.

Q.

Mr. Hawkins did you review the Applications that

were filed by Richardson seeking compulsory pooling in each

of these cases?

A. Yes.

Q. Did you

sought in each of|

see the risk penalties that were being

those Applications to be assessed against

any interest owner who wasn't voluntarily in the well?

A. Yes,

Q.
A,
Q.
penalty
A.

No, I do

Q. -- again

I did.

And do you recall what those were?

Yes, thTy were 200 ipercent.

Do you disagree with assessing the maximum

authorized by this Division --

not.

st any nonparticipating interest owner,

no matter who prevails?

A. No, that

Q. And what

risk penalty to be

matter?
A. For the
the well, in the B

I believe is the s

over the last few

For the

's right, I do not.
are you recommending as the appropriate

assessed if Amoco is successful in this

Fruitland Coal, costs for that portion of
urnham Gas Com B well, 156 percent, which
tandard that the NMOCD has been using

years.

Pictured Cliffs well and completion in

STEVEN T. BRENNER, CCR
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the Burnham Gas Com B well, the 200-percent figure.

Q. And why should we assess a penalty in this case
if someone is not participating in the well?

A. Well, the parties who are paying for the well
obviously are taking all of the risk for this.

Thebrisks that would be involved, obviously,
would include not only costs aﬂd maybe potential trouble in
drilling the well, but also some geologic risks associated
with making economic wells.

Q. In your opinion, is it possible that any of the
wells that are involved in this hearing could be drilled
and in fact would not be an economic success?

A. Yes, I think that could be.

Q. Does Amoco request to be designated operator of
each of the proposed wells?

A. Yes.

Q. In your opinion, will approval of this
Application and designation of Amoco as operator and the
drilling of development of these tracts as Amoco has
proposed be in the best interest of conservation, the
prevention of waste and the protection of correlative
rights?

" A. Yes.
Q. Were the portions of the exhibit book behind the

last two tabs prepared by you or compiled under your

STEVEN T. BRENNER, CCR
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direction?
A.

MR. CARR

admission into evij

tabs in Amoco Exhi

EXAMINER

MR. KELLAHIN:

EXAMINER

Exhibit 1 of Amoco

time.
MR. CARR
examination of Mr.
EXAMINER
Mr. Kell

MR.

BY MR. KELLAHIN:

Q. Mr. Hawk
your last statemen
production or the
wells within a mil

A.

Yes, I h

Q. As part
well in the southw

that reservoir, ex

KELLAHIN:

Yes, they were.

: At this time, Mr. Stogner, we move the
dence of the material behind the last two
bit 1.

STOGNER: Are there any objections?
No objection, Mr. Examiner.
STOGNER: The last two tabs under

will be admitted into evidence at this

: And that concludes my direct

Hawkins.
. STOGNER: Thank you, Mr. Carr.
ahin, your witness.

Thank you, Mr. Examiner.

CROSS-EXAMINATION

ins, as part of your risk analysis for

ts to Mr. Carr, did you examine the
productivity of any of the Pictured Cliff
e of either of these two proposed wells?
ave.

of your risk analysis for the coal gas
est portion of the section, did you, for

amine for the lpcation and productivity
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of any coal gas wells within a mile of that area?

A. I did not look at any Fruitland Coal well.

Q. How far do we have to go from either of these two
well proposals to have a Pictured Cliff well that is
operated by Amoco?

A. Pretty far. The unit to the south is operated by
BHP. The wells that are immediately next door, I know
Richardson has some operations in the Pictured Cliffs. I'm
not sure how far our wells -- how far we'd have to go.
However, we do operate probably over 1000 Pictured Cliffs
wells.

Q. As part of your analysis and comparison of the
AFEs, did you also look into Mr. Grotke's conclusion about
the economics in packaging five of these PC well proposals
as a package?

A. My understanding on that is that we were trying
to improve the economics by including five Pictured Cliffs
wells to be drilled as a package, or six, and that was =--
Really, the key there is to make these wells the most
economic ventures that we can.

Q. My question for you: Does Amoco's AFE, as we see
it in the exhibit book, recommend the economic advantage
that Mr. Grotke perceived by packaging five PC wells
together?

A. I believe it does.

STEVEN T. BRENNER, CCR
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Q. That was

A. That was
drive the cost dow

Q. Okay. A
to authenticate th
PC wells that you

what actual costs

costs?
A. Yes, I &
Q. And as a
A, Well, I
we have drilled ha

about 1200-foot we

his method?

one of the things he was looking at to
n, that's corréct.

s part of your analysis, did you attempt

e reliability aof his AFEs by looking for

had drilled and operated recently, to see

did in comparison to his proposed AFE

id.

result of that, what did you conclude?
concluded that the recent PC wells that
These are

ve been deeper than this.

lls. So it would be difficult to take a

recent cost of a dell such as:-the Ruth well and make a

direct analogy to

The Eva

are drilled to the

wells is on the on
typically about 30
a typical PC well
what we're proposi

Q. So as pa
have actually look
how they compare t

A. Right.

what's being proposed here.
Lou well and the Ruth well are wells that

PC and Fruitland. The costs for those

der of $300,000. However, they are

00, 3500 feet deep. So I would say that

has been a little bit more expensive than
ng here.
rt of your background and analysis, you

Ld at actual costs for PC wells to see

o this AFE?

STEVEN T. BRENNER, CCR
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Q. All right. Let's turn, then, to the first page
of the "Well Cost" tab --

A. Okay.

Q. —- in your exhibit book, and just for
illustration, let's start there. This is the one up in the
northwest quarter, and it'é the PC stand-alone; 1is that
correct?

A. That's correct.

Q. What have you concluded to be the method by which
the drilling costs have been calculated? 1Is this a day
rate or a footage rate or some combination?

A. It is a -- what I would say a combination rate,
that is =~- includes the cost of a ~-- in this case, a coiled
tubing unit.

Q. All right, a coiled tubing unit?

A. That's correct.

Q. And what will that do?

A. Well, we're trying to use some new technology,
some new drilling technology, to reduce the cost of
drilling shallow wells such as this. And one of the things
we're looking at are some recent slimhole completions that
have been drilled and have been -- have had articles
written on them by Shell 0il.

Q. So I'm clear, what does the coiled tubing mean?

A. Well, coiled tubing is simply a spool of tubing

STEVEN T. BRENNER, CCR
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that can be used

to -~ cr you coul
displace fluids up
Q. Do the ¢
by Amoco include t
wells?

A, Yes, the

Q.

o lower the drill bit into the well and
use it as a workover mechanism to

and down the wellbore.

ost componéntsof the two AFEs proposed

he applicationiof that technique to these

y do.

You've made reference to slimhole technology.

Define that for mne.

A. I would

smaller than, say,

Q. Mr.
not mistaken. Do
that?

A. Yeah, I

on exactly what we
For the%
inch casing, drill

casing, and then

say it is using wellbores that are

4-1/2-inch casing.

Grotke was anticipating using 2 7/8, if I'm

you have any information contrary to
do. I was checking with him this morning
were planning on.

e wells we were planning on using 3-1/2-
ing a 4-3/4-~inch hole with 3-1/2-inch

unning 2-3/B-iﬁch tubing inside that.

Q. All righk. So the @-3/8-inch tubing goes inside

all that configuration?
A. Right.
Q. All right. Is that an acceptable method for

completing a PC we

A.

11 with the:addition of the Coal?

We think that it can be  done, and we think that

STEVEN T. BRENNER, CCR
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it will be -- It's something that's new, and so we're going
to have to try it out.

Q. Have you done it anywhere?

A. We have not.

Q. This is an experiment in this project?

A. Weli, I don't know if I'd éall it an experiment.
It had been done by drilling cémpanies, and I think that we
would be using a drilling company that would be familiar
with this. So in that respect --

Q. We don't have a field example in the PC, in the
San Juan Basin, where this has been done?

A. We have not.

Q. In terms of the compression, there's an item of
difference here for the Examiner's consideration. I want
to understand what you and Mr. Grotke have anticipated in
terms of compression and the cost.

A. Okay.

Q. Are you anticipating buying a new compressor and
sharing that cost with the operators, or are you going to
rent it or lease it to the other working interest owners?
What's the concept?

A. My understanding is the concept that it would be
purchased and it would be owned by the working interest
owners of the well.

Q. All right. So all working interest owners,

STEVEN T. BRENNER, CCR
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including Amoco, take the same method to compensate or pay

for the compressor, and it's to be a new compressor?

A.

Q.
You've got some prx
Does Amd

items in addition

All right.

As far as I understand,

I'm curious about the overhead rates.
roposed overhead rates in here.
yco charge the working interest owners for

to the overhead that represent

reimbursements for what I would characterize to be a

district office charge?

A. I think

we charge the direct salaries of

supervisors in the field, and al) others are charged as an

overhead rate.
Q.
A.
other salaries andg

some type of overh

All right.

Excuse ne,

So when we --

I mean -~ not all others. But the

other costs would be included within

ead charge.

Q.

All right, and that is an overhead charge

attributable back

to the wellhead, in addition to the

overhead charges we talked abgut that are normally in these

pooling orders?
A,
Q.
same thing.
A. Okay.

Q.

I -- Well, we would treat it as a direct charge.

That's what I'm saying. You and I are saying the

It's a direct charge, which means it will be in

STEVEN T. BRENNER, CCR
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addition to --

A. -- to the overhead charge.

Q. -- this overhead number?

A. That's correct.

Q. Do you know what that direct charge would be for
these two wells?

A. I don't know specifically what that portion of
the direct charge would be. I think we could make some
estimates as to what direct charges might be.

Q. If I estimated it was about $300 for each of
these wells for direct costs, would that be a fair
estimate?

A, That would probably be on the order that we would
look at, but I think we would anticipate there would be
some other direct charges that might be necessary against
these wells, that would be in excess of that.

Q. Did you and Mr. Grotke price out the compressor?

A. I did not price out the compressor. I Jjust asked
him what was the price of the compressor.

Q. He's only got $30,000 down here for a compressor.

A. That's right.

Q. Do you have a bid or a price for a compressor at
$30,0007?
A. I do not know.

Q. When we look at the drilling portion of the AFE,

STEVEN T. BRENNER, CCR
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the $36,000, now,

how is that to be determined? 1Is that a

daily rate or a footage rate?

A. I don't

‘think that that is a daily rate or a

footage rate. I think it is a charge for the coiled tubing

unit services. I
rig about two day
that was a footag
that's set up wit

Q. The ant

A. The tim
actually drilling

We woul

then we would hav

future, after we

Q. The sti
with Mr. Grotke a
terms of stimulat
your?

A. Yes.

Q. Okay.

what -- If I'm lo

know that we are expecting to be on the

, but I'm not -- I couldn't tell you that
rate. I don't think that's the way
the coiled tubing unit.
cipated drilling time is two days?
that we would be on the well for --
the hole, wbuld be about two days.
have another day for surface pipe, and
some completion which would occur in the
oved these ¢oiled tubing units off.
ulation, you've re-examined that issue
d you agree that the Richardson AFE in

lon is more likely to be current than

'he completion portion of the costs,

king at the right AFE calculation for

this well, it appears as if your completion rig costs are

about $31007?

A. I'm not

sure where you're looking.

Q. Well, p%?haps it's easier to ask you the direct

STEVEN T. BRENNER, CCR
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guestion: What costs do you attribute to completion for
this well?

A. The completion would include setting the tubing,
the -~ some of the wellhead connections and the surface
equipment. We also have some cementing, so -- I mean,
there's a -- We've got a bfeakdown here that, you Kknow,
identifies the majority of these items.

Admittedly, they are, you know, kind of a line-
item number, but I don't believe that the -- there's much
difference in most of the completion costs, other than the
stimulation, as compared to what Richardson had proposed.

Q. Do you anticipate that either one or both of
these wells are going to be hooked into your Jupiter
computer well automation system?

A. I suspect that they will be, yes.

Q. And what is the approximate cost per well to
participate on that system?

A. I don't really know what that cost is.

Q. Describe for me the completion technique that you
and Mr. Grotke anticipate for the downhole commingling of
the well that will be the downhole commingled well.

A, Can you say that again?

Q. Yes, sir, perhaps I'm ahead of myself.

Do you and Mr. Grotke propose that the well in

the southwest quarter, to access both the PC and the coal

STEVEN T. BRENNER, CCR
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gas, is
A. Yes.
Q. It's not
A.

going to ﬂe a downhole commingled well?

going to be a ‘dual?

That's right.

All rigﬂt. How will you complete it for downhole

commingling produﬁtion?

A. It will
perforated and frﬁ
casing and then pr
tubing.

And in f

annulus of the tub

be completed with both zones being
cture stimulated through the 3-1/2-inch

oducing up through a single string of

act, there may be gas produced up the

ing and the liquids produced up the

tubing through a Aeam lift.

So I haven't had a -- you know, a lot of

discussion with hi

like, other than I

B on exactly what that method would look

would assume we would be lifting the

liquids that we anticipate out through the tubing and then

producing gas mabe up through the annulus.

Q. Do you a

nd Mr. Grotke plan to apply the coiled

tubing and the sli
in the five-well p
A.

used, move the coi

[hole techmclogy to the other three wells
o)

ject?

That's my understanding, yes, that this would be

led tubing from one location to the next

to drill those and kind of sawe on some of the move-in/

move-out costs, et

cetera.

STEVEN T. BRENNER, CCR
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Q. Okay. If the Examiner awards operations to
Richardson and you only have three wells left in your
package, do you have other PC wells that you could add to
the economic package to go forward with your project?

A. I would anticipate that there would be some, but
I couldn't idéntify them to you today.

MR. KELLAHIN: Thank you, Mr. Examiner, I have no
other guestions.

EXAMINER STOGNER: Any redirect, Mr. Carr?

MR. CARR: No redirect.

EXAMINER STOGNER: Any questions, Mr. Carroll?

MR. CARROLL: No.

EXAMINATION
BY EXAMINER STOGNER:
Q. On the overhead charges, Mr. Hawkins --
A. Yes.
Q. -~ charge for risk, Fruitland Coal 156, Pictured
Cliffs 200, if this well is drilled and dual- -- I'm sorry,
downhole commingled -- should it get two risk penalties,

one for each completion, or just one risk penalty for the
completion of the well?

A. I guess what we anticipated is, since we were
ableé to identify costs associated with the Fruitland
portion of the well and the costs associated with the

Pictured Cliffs portion of the well, that you could apply

STEVEN T. BRENNER, CCR
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two risk factors,

and we would have anticipated the

Division would want to use the 1%6-percent risk for the

Fruitland.

I think

we would be reqeptive of, you know, one

of risk factor for the whole well, if that's the way the

Division desired t

And I wg

opposed to the 156

Q. And the
assume --
AO

Q.

0 issue the order.
yuld ask that that be the 200-percent, as
I8

production would be broke out, I would

That's correct. i

-- somehow?

Although I understand the New Mexico 0il and Gas

Association is making a propcsalithat that not be true

anymore,

That's a different

so that could affect: how this outcome comes out.

story.

Again, gould you tell me what the contingencies

would consist of,

A. Well, I

roughly?

can tell you that it's really designed to

cover anything that might not happen according to our

drilling plan, such as some potential problems that would

cause, you know, spending a little more money on an extra

day with the rig ?ut there, or ste additional costs over,

you know, the mud

or sand or c¢ement or anything that we,

you know, didn't estimate right on the dot.

STEVEN T..|BRENNER,
(505) 989-9317
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You know, right now I think we're just assuming
that the 15 percent is a reasonable estimate of the
contingencies that would be needed to be covered.

Q. How do I get the contingency for the Burnham Gas
Com A well Number 1, $28,000? Which figures do I add into
that?

A. Well, the way I got it, I had to back into it,
because it's 15 percent of the total costs before you add
the $28,000.

If you take $216,000 and subtract the contingency
out, you get -- I don't have my calculator with me, but you
get about $188,000.

And if you take 15 percent of that, you'll get
pretty close to $28,000. That's probably rounded off.

Q. So that's 15 percent of the total over what?

A. It's 15 percent of the total costs, before you --
I mean, you have to back it out of the $216,000, the
contingency portion, to calculate 15 percent of that number
prior to the contingency.

EXAMINER STOGNER: Okay. Any other questions of
Mr. Hawkins?

MR. CARR: No questions.

MR. KELLAHIN: I have a follow-up question, if I
may, Mr. Examiner.

EXAMINER STOGNER: Mr. Kellahin?

STEVEN T. BRENNER, CCR
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BY MR. KELLAHIN:

Q. Mr. Sto
commingling, the

I don't

FURTHER EXAMINATION

ner was talking to you about the

ownhole commingling.

see anything ih the Application or in the

advertisement by which Amoco seeks approval to downhole

commingle that well, Mr. Hawkinsj; is that correct?

A. That's ¢orrect, it will require a future

application.

Q. wWill thI: application be consistent with the

methodology that

used for the coal

with that process?

A. I am fa

oco and Meridian and Richardson have

gas PC allecations? Are you familiar

iliar with that. We are looking at

alternatives to that allocation method.

We have
allocation would
exactly the one y
the Pictured Clif
excess of that is

Q. All rig

not evaluated gxactly what that

e in this area, but it may very well be
u're describing where you project what
s should be, and then any production in
allocated to the Fruitland.

t. You've not yet commenced that

process --
A. That's correct.
Q. -- with|regards to these two wells?

A. That's ¢

rorrect.

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




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

77

Q. I mean, this one well?
A. That's correct.

MR. KELLAHIN: Thank you.

EXAMINER STOGNER: Any other questions of Mr.
Hawkins?

He may be excused.

Let's take a 20-minute recess from this one. 1In
the meantime, during this recess, I'm going to call the
nomenclature case, 11,272.

(Thereupon, a recess was taken at 3:09 p.m.)

(The following proceedings had at 3:35 p.m.)

EXAMINER STOGNER: Hearing will come to order at
this time.

Mr. Kellahin?

MR. KELLAHIN: Mr. Examiner, I'd like to call my
first witness, Ms. Cathy Colby. She spells her last name
C-o-1-b-y.

CATHLEEN COLBY,
the witness herein, after having been first duly sworn upon
her oath, was examined and testified as follows:
DIRECT EXAMINATION
BY MR. KELLAHIN:
Q. Ms. Colby, for the record would you please state
your name and occupation?

A. My name is Cathleen Colby. I'm a certified

STEVEN T. BRENNER, CCR
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professional landTan.

Q.

voice up.

You're going to have to keep the volume of your

The mi¢rophone doesn't help you; that's for the

court reporter. And we've got the hum of the air

conditioner in here, so you really have to shout at us.

A, Okay.
Q.
this agency?
A. No,

Q.

On prior occasions, have you testified before

I have not.

Summariﬁe for us, if you will, briefly, your

educational background that qualified you as a professional

petroleum landman.

A. I have a

Denver, in mineral
Q. In what
A. In 1986.
Q.

A. Yes,

professional field?

I have.

degree from the University of Colorado,

land management.

year did you obtain that degree?

And subsequent to that, have you worked in that

I've worked in the oil and gas

business since 1979. I have worked in the capacity of a
landman most of that time and -- icontinuously to current.
Q. And what is your employment with the Applicant,

Richardson Operati
A. I am the

Company .

ng Company?

land manager at Richardson Operating

STEVEN T. BRENNER, CCR
(505) 9899317
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Q. All right. If there are land transactions to
negotiate on behalf of Mr. Richardson and his company, you
are the person; is that not true?

A. I am one of the people within the company that
conducts negotiations.

Q. Insofar as we deal with 1aﬁd transactions for
this particular area that involﬁes either the coal gas or
the PC gas within this particular section or in this
particular area, are you the person with that
responsibility?

A. There are two people within the company that
conduct negotiations in this area.

Q. Okay. And have you conducted the negotiations
for these proposals by Richardson for operation over these
two wells?

A. Yes, I have. 1I've been the one that's handled
all of the negotiations in the entire Section 12.

MR. KELLAHIN: Mr. Examiner, we tender Ms. Colby
as an expert petroleum landman.
EXAMINER STOGNER: Any objections?
MR. CARR: No objection.
EXAMINER STOGNER: Ms. Colby is so qualified.
" Q. (By Mr. Kellahin) Ms. Colby, let's orient the
Examiner to this particular area. And to help you do so, I

have put a photograph on the display board.

STEVEN T. BRENNER, CCR
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With Mr.

duplicated after
our only copy at
It is m
Company, as Appli
For the
display, describe
A. I obtai
Department of Agr
Q. All rig
photograph?
A. It was
Q. Have yo
surface of this a
determine whether
at the time it wa
A. Yes, si
Q. All rig
prepare the overl
A. Yes, 1
Q. If you'
exhibit, let's id

identifying featu

he hearing, Mr. Examiner.

Carr's indulgence, we will have this

It represents

record, before we start talking about the

for me the source of the photograph.

ed this photograph from the U.S.

iculture.

t, and what is the vintage of the

aken in 1991.

utilized it in your work and bid on the

ea to a sufficient extent that you can

this photograph is accurate and correct
taken?

, I have. And it appears to be accurate.
t. And for your purposes, then, did you
y that's on-thé display?

id.

1 take the poiqter and approach the

ntify for the Bxaminer some of the

'es in this area.

aps it's easiest if you'll block me --

STEVEN T. BRENNER, CCR
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Q. -- stand in front of me and orient the Examiner
so that Mr. Carr may also see.

First of all, let's find Mr. Tom Dugan's house.
Everybody knows where his house is, and I think if we find
it on the display it might help everybody. Show us where
it is and how you've identified it.

A. You can tell by the general shape of the
structure that that's where it is. This is South Side
River Road, this is the dirt road that goes right up into
the Dugan residence.

EXAMINER STOGNER: I'll tell you what, Mr.
Kellahin. oOn this photograph, which measures about --
what, four by four? -- there's a red square --

THE WITNESS: Yes.

EXAMINER STOGNER: -- and that square denotes
Section 12.

THE WITNESS: Yes.

EXAMINER STOGNER: And then that square is
divvied up into four equal parts, being the northeast,
northwest, southwest and southeast quarters?

THE WITNESS: Yes.

EXAMINER STOGNER: And you have an overlay on the
west half essentially?

THE WITNESS: That's true.

EXAMINER STOGNER: And you were pointing at Mr.

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




10

11

12

13

14

15

16

17

18

18

20

21

22

23

24

25

82

Dugan's house over on the northeast -- southwest of the

northeast; is tha

THE WITNESS:

EXAMINER STOGNER:

quarter sections, |

correct?
That's correct.
‘Okay, let's reference the

if you would.

I'm sorxy, Mr. Kellahin. Go ahead.

Q. (By Mr.

Kellahin) Have you accurately determined

the location of the section as it's displayed on the

photograph?

A. Yes, thé overlay is a photocopy of the surface

ownership map obtained from the ¢ounty Assessor's office,

and the tracts are easily identified.

Q. All right.

In terms of subdividing Section 12,

then, what did you do with the overlay?

A.

would apply to PC

I marked on the overlay the drilling blocks that

wells, and I located the two existing

Dakota wells and drew the 200+~fodt radius around each of

those existing wel

Q. Insofar
Richardson proposa
200-foot radius of

A. That is
Q. How have
points on the disp

circle is where?

1s.

as the surface iuse is concerned, for the
1, you have targeted an area within a

a certain point, have you not?

correct.

you identified each of those starting

lay? The center of the 200-foot-radius

STEVEN T. BRENNER, CCR
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A. On the existing Dakota well.

Q. All right. And what is the purpose to scribe an
area with a 200-foot radius around that particular well in
each instance?

A. Our proposal is to locate our wells on the
existing pads, to minimizeAsurface disturbance. This is a
common practice in the area. We have a well in the
southeast quarter, our 12-2 well, where we share a pad with
Conoco.

Over in Section 7, over here, we have another
well where we share a pad in close proximity with Amoco.

That's why we haven't given exact footages in our
proposal, but we would like to work anywhere in this area
where it works out for the existing -- to be next to the
existing wells.

Q. All right, and if the Examiner should approve
Richardson as the operator, then you'll have that exact
location Staked, and that staking information, then, would
be part of the approval process, and we would specifically
know where the well would be?

A, That is correct.

Q. All right. Let me ask you to return to your
seat.

Are you familiar with the operations of

Richardson and Amoco within this particular area?

STEVEN T. BRENNER, CCR
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A. Yes,

Q. And have

taken that informa

A. Yes, I d
Q. Describe
A. We have

consulting geologi
have been noted.
The Pict

purple color, the

I aLm'

you made a search of information and
tion and reduced it to a display form?
id, and that iq marked Exhibit 2.

for us how yoq prepared Exhibit 2.

a base map thaﬁ was put together by a

st, and on that map more current wells

ured Cliffs wells are identified by

existing Fruitland Coal wells are

identified in turquoise, Richardson Operating Company wells

are identified with a yellow cirdle.

Amoco wells do not

appear in this area.

Q. When we

northwest corner,

top and count over

Section 12?
A. That is
Q.

what, now?

A. Yellow a
operated -- or wel
Q.

upon your search,

well?

All right.

look at the display, if we start in the
count down one row of sections from the
one row from the left. You'll get to
correct.

The coleor code indicates yellow for

re Richardson Operating Company-

ls that we've drilled.

All right. How far away do you have to go, based

before you f£ind an Amoco-operated PC

STEVEN T. BRENNER, CCR
(505)'989&9317
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A. My check on Dwight's indicated that the closest
Amoco-operated well was over six miles away.

Q. Can you identify for us examples on this
illustration of where a PC well has been put on the same
pad with either a Mesaverde or a Dakota well?

A. Wwell ~-

Q. How would that be iliustrated?

A. Where the wells are spotted together.

Q. When we look at Section 12 in the east half of
the section, what has occurred in terms of the PC
development in the east half of this section?

A. Richardson Operating Company has drilled two
wells that produce from the Pictured Cliffs formation. One
of them is also a downhole commingled Fruitland Coal
producer.

Q. All right. Let's put that display aside and
let's look specifically, then, at each of the spacing units
accompanied by your calculation of the various interest
owner percentages.

If you'll start with Exhibit Number 3, identify
for us what we're looking at, and then I'll ask you some
questions.

A. The entire map shows the west half of Section 12.
The spacing unit for the well that Richardson has proposed

is -- the Pictured Cliffs spacing unit is the portion that

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




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

86

is colored.

There is a -- two leasgs have been contributed.

One is a fee leas
lease owned by Ri
Redfern and Kerr-

Q. All rig

owned by Amoc¢. The other is a federal
hardson, Christmann, Markham, McMullen,
cGee.

t. When we look at Exhibit 3, then,

we're looking at the PC portion for the spacing unit, which

would consist of
A. That is

Q.

he southweqt quarter of 127

‘correct.

Have you tabulated a breakout of the working

interest ownership percentages and the identify of those

percentages that gorrespond %o this spacing unit?

A. Yes, I have.

Q. How will we find that?

A. That's on the next page.

Q. All right. Starting at the top, then, you've

listed Richardson
interest owners?
Al

Q. And are

true and accurate?

A. Yes, to

Q.
unit.

When we

and then you've shown the following

That's cgorrect.

iyou satisfied that this information is

my best ability, I think it is correct.

All right. Let's turnénow to the next spacing

look at Exhibitf 4, what are we looking at

STEVEN T. BRENNER, CCR
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here?

A. This is the same wellbore that we were just
looking at, but it is the ownership of the Fruitland Coal
formation. The spacing unit is the entire west half of

Section 12.

Q. In addition to the information shown on the first
page of that display, what have you appended to that
exhibit?

A. The ownership of the -- division of ownership of
everyone in the spacing unit.

Q. Okay. Let's go to the next one. If you look at
Exhibit 5, what are we looking at here?

A. This is the second well that Richardson has
proposed. It is a Pictured Cliffs formation well. The
spacing unit consists of the northwest quarter of Section
12.

Q. And again, have you followed the same method and
attached to the first page of this display a breakout of
the working interest identity and their percentages?

A. Yes, I have.

Q. Okay. Let me direct your attention to Exhibit
Number 6.

Before we talk about the details of Exhibit 6,
describe what is contained within the package of documents

that we have collectively identified as Exhibit 67

STEVEN T. BRENNER, CCR
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A. The first page of Exhibit 6 is a chronology of

events that pertain to the west half of Section 12.

Attached to it are backup support.

is referred to,

I did not attach executed AFEs here.

If a letter

the copy of the letter is attached.

Those are

included in anothTr exhibit that we will look at later.

Q.

All right.

So your method in preparing Exhibit

Number 6 was to prepare a chnonoiogy, and for each major

event in the chronology you have attached the written

documentation that supported that entry?

A. That is

Q. Using th
you relate to us h

consolidate intere

correct.
lis as a guide or a reference, let me have
jJow you have gone about your efforts to

st owners in their participation with

Richardson for thaese wells.

What is
the interest or th
operation by Richa

A. When we'!
of Section 12, in

proposal to Amoco

It was a large multi-well drilling package.

your first effort in this area to acquire
le participation of other parties for an
irdson?

re speaking specifically of the west half
January of 199% Richardson made a
requesting a farm-in of their acreage.

We were

requesting 30 days between wells.

Of the 3500 acres nequésted, the west half of

Section 12 was included.

STEVEN T. BRENNER, CCR
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Q. Why were you seeking to do that?

A. We had been -- In November and December of 1992,
we had just drilled seven wells to the east of here, and
this was an area that we were systematically and carefully
trying to develop. We were very interested in the area,
and we were making efforts‘to continue drilling wells based
on our geology.

Q. Were these Pictured Cliffs wells or wells from
some other formation?

A. The first seven wells that we drilled were
Fruitland Coal wells.

Q. How did you continue with that effort, then?

A. In November of 1993, another letter went to Amoco
-- Well, a phone call was made first, asking the
availability.

We contacted Amoco and all the other owners and
-- or the majority of the owners in the west half of
Section 12, and we were told by everybody that the acreage
was available, they would like to see a proposal in writing
and that the preference would be to offer several different
alternatives.

It was early December that letters went out to
everybody that owned an interest in the west half of
Section 12.

Q. Summarize for us your efforts with respect to

STEVEN T. BRENNER, CCR
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Amoco during this

period as you attempt to acquire

participation for a Richardson-operated project.

A, I made a
Mrs. Jenkins,

the review of our

proposal.

follow-up ¢all to Amoco and talked to

inquiring of Mrs. Jenkins -- inquired about

She said it was under review

and that -- She said she would get back to me.

Q.

What thém transpired in your efforts to pursue

cooperation by Amaco so that you, on behalf of Richardson,

could drill and o

A.

erate PC wells iin Section 127

Richardson became involved in litigation with

Amoco in another state, and we were advised by our attorney

to cut off all co unicationsvwiﬁh Amoco.

So I did not

pursue our proposal. |

Q. All right. Was that other dispute resolved?
A. It was resolved in settlement.
Q. All right. At -- When Mas that resolved, and

when did you then
interest in this a

A.
th

Q. When,

acquire additional
A, I had be
continuously.

In Janua

interest of J. Har

commence any efforts to further acquire

rea?

I believe it was resolved in August of 1994.

en, did you: next commence efforts to
interests within this particular area?

en talking to the other owners

ry of 1994 I was successful in buying the

vey Herd. In October of 1994 I was able

STEVEN T. BRENNER, CCR
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to buy the interest of the estate of John J. Redfern, Jr.
And I had ongoing conversations with the other owners
within the spacing units.

Q. All right. Did you receive a well proposal from
Amoco that was dated February 14th of 1995 for two wells in
the west half'of Section 127

A. Yes, we got two lettérs proposing two Pictured
Cliff wells.

Q. What, if anything, did you do in response to
receiving those proposals?

A. I -- One of the things I did was to give the
proposals -- well proposals and the AFEs to Mr. Richardson
for review.

Q. As a result of that review, did you have any
other contacts with Amoco?

A. Yes, I did. We knew that their AFEs were high
after reviewing them. We also, from past experiences, knew
what it was like to be a non-operator in a well that Amoco
operates.

Q. What was that like?

A. Their operating costs are very high. That's --
We had managed to --

MR. CARR: I'm going to object to this. There's
no foundation for this witness as a land person being able

to make statements as to whether or not well costs are high

STEVEN T. BRENNER, CCR
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or not, and --

MR. KELJAHIN: I'm asking her for information,

for the background

for her statement as to why she believed

she could not reach a settlementgwith Amoco for them, for

Amoco, to operate

I think

a well.

it's properi fort this land witness to

testify on the basis for her helief concerning her

negotiations with
MR. CARR
a statement about
Stogner.
I'm not
I'1]l withdraw the
EXAMINER
Mr.

Kell

Q.

(By Mr. Kellahin)

Amoco, Mr. Exaﬁiner.

: I don't think she's qualified to make

whether AFE costs were high or not, Mr.

going to keep us here all afternoon.

objection.
. STOGNER: Thank you, Mr. Carr.
ahin?

As 3@ result of the AFEs being

high and the operating costs for Amoco being high, what

then did you do?

A,

development in the
toward.

When it

we got the Amoco A

standing, a large

that's why we had

Our first choice is to continue our systematic

area. That's what we had been working

appeared that -- Currently, at the time
FEs, we did not feel that we had a
Fnough standinq to submit -- You know,

not yet suhmittpd well proposals and AFEs

STEVEN T. ‘BRENNER, CCR
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to the other parties.

So when we didn't think we had the opportunity to
operate, our first -- our reaction was to -- let's see if
we can get out of this section from being -- to avoid being
in a well with Amoco.

And I called Amoco and asked them, I said, We are
not happy with our past experiences, we're not happy with
the AFEs we got. May we trade out? Would you be inclined
to discuss trading acreage?

Q. With whom did you speak when you had that

conversation?
A. I spoke with Greg Grotke. He's not the first one
I called.

Originally, I called Ms. Jenkins; she was out of
town.

I called John Hashe, who was the attorney-in-fact
that signed the operating agreement. He was out for
several days.

So I called Greg Grotke because his name was on
the AFE.

Q. And what if any response did you receive from Mr.
Grotke with regards to that option?

A. He was very enthusiastic about the proposal, or
the idea, and said, Let me check and see what we own in the

area and I'll get back with you.

STEVEN T. BRENNER, CCR
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Q.

A.
spacing unit, we
acceptable to all

their interest to

In my dj:cussions with;the other

——

All right. What happened then?

owners in the

re able t04come up with an agreement

parties where they would sell a part of

Richardson thaty would allow Richardson to

increase its inteﬂest, large enough that we felt that we

could send out an

AFE and well proposal.

We prepared AFEs for tﬁo wells, one a Pictured

Cliffs, the other

a Pictured Cliffs-Fruitland Coal downhole

commingle, and faﬂed copies, folhowed up hard copies in the

mail to people.

Q. Did Rich

ardson's proposal to Amoco include a

proposal concerning the coal gas reservoir in the west half

of Section 127?

A, Yes, it

to drill in the southwest or northeast.

proposed well was

Fruitland Coal.

did. The Fruitland Coal, you're allowed
Our southwest

a downhole commingle Pictured Cliff-

Q. Your chrionology then goes on and describes your

further discussions and negotiations with Amoco and other

parties?

A. Yes, it

does.

Q. All righk. Did you receive any response from

Amoco concerning y

March éth?

our AFE proposal that you sent to them on

STEVEN T.! BRENNER, CCR
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A. We got a letter in the fax, followed up by a hard
copy on March the 7th, which was a response to two things.
It closed all negotiations to the acreage trade,
possible acreage trade, we had previously discussed.
And it said that they would respond to us soon in
writing regarding our we11>proposals.

Q. What's the next thing you received from Amoco?

A. We received a copy of Amoco's Application for
force-pooling.

Q. Let's turn to the next topic. If you'll look
with me at Exhibit Number 7, identify and describe for me
what is presented to the Examiner in Exhibit Number 7.

A. Exhibit Number 7 is Richardson's proposed
operating agreement for the well to be located in the
southwest quarter of Section 12.

Q. And Exhibit Number 87?

A. Exhibit Number 8 is a similar operating
agreement; however it covers the Pictured Cliffs formation
only, for the well to be located in the northwest quarter
of Section 12.

Q. Have you also compared Amoco's proposed operating
agreements to the Richardson proposed operating agreements?

A. Yes, I have.

Q. As a result of that comparison conducted by you,

can you summarize what are the major differences, if any,

STEVEN T. BRENNER, CCR
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between you and Ri
Amoco?

A. In most"

chardson -~ :I'm sorry, between you and

cases, Richardson has kept to the

standard AAPL Model Form 610, ithe 1989 version.

Amoco has amended their operating agreement in

areas that Richardson would rather not agree to such

amendments.

Q. Can you

summarize for me in a brief fashion what

the major points are of difference in your examination of

the operating agreements?

A. If you 1
under Article V.,
upon request of an

furnish estimates

ook on page 5 of the operating agreement,
D-8, there is a standard provision that
y consenting party, the operator will

of current and icumulative costs incurred

for the joint account. Amoco has deleted this provision.

Q. All righ

A. On page
procedure has been

expiration of the

operations.

t. Any other points of major difference?
6, the standard provision is, once that a
proposed, that there is 90 days after

notice period in which to commence

Amoco has amended that to read 60 days, which we

feel in a case where there's federal acreage, there are

often additional nequirements,onithe federal application

for permit to dril

Q. All righ

1 that require more than 60 days.

t. Other items?

STEVEN T. BRENNER, CCR
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A. On page 7, Amoco has made a footnote to refer to
a page 7-A. We did not get a copy of a page 7-A, so we
don't know what that provides.

Q. All right, what else?

A. On page 8 -- Oh, there's a few -- a couple of
small typos oﬁ the Amoco operating agreement, on page 8 at
the bottom, which we would want'clarification on before we
accepted the verbiage.

Q. All right.

A. On page 9 -- The standard operating agreement
allows for a response of an election within a 24-hour
period of time if a rig is on location.

Amoco has added that they -- that that 24-hour
response period is not to include Saturdays, Sundays or
legal holidays, which can be expensive.

Q. When you examine these kinds of documents as a
landman, are these matters of significance, important to
you in determining whether you recommend to Mr. Richardson
that he sign or not sign an operating agreement?

A. Well, they are, because -- Say, for instance in
the case of having a rig on standby over a weekend, could
cost several thousand dollars, where a telephone call to
somebody at home can get an answer and you can proceed with
your operation or procedure.

Q. What have you recommended to Mr. Richardson with

k]

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




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

98

‘McGee was making a

regards to his execution of the Amoco joint operating

agreement?

A. As writ#en, it would not be acceptable.

Q. All right. Let's go tao your efforts to

consolidate the interest owners that were otherwise not

committed between the parties iwhen these proposals

commenced.
If you'l

through that tabul

1 look at Exhibit Number 9, let's go

ation.

A. Okay. On April the 7th, I got a call from a

landman at Kerr-Mc
talked to -- he ha

was going to tell

Gee. He expressed to me that he had just
d just called the landman at Amoco and
us the same: thing, which was that Kerr-

' voluntary election to make assignment of

their interest to whichever party| the OCD recommended would

be the operator of

Q. Apart fr

. the two spgcing units.

pm the Kern#McGée interest, where that

party decided to stand on thegsidklines, have you been

successful in your

|efforts ta congolidate all the remaining

uncommitted working interest igwners, to participate with

Richardson?

A, Yes, I h
parties, excluding
Q.

signed by a man in

ve. I have: executed AFEs from all other
| AmOco.

Do -- Ms. Jenkins says she had an AFE
T ——— |

——

IMarkham Mdﬁhllén. Do you have an AFE

F’"

STEVEN T. BRENNER, CCR
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executed by that same party?
,/
A. Yes, I do, and I was totally unaware that there

might be another executed AFE.

e
Q. All right. That lady has committed to both of
you.
..

Okay. Apart from her interests, do you have all
the rest all of these interests committed to you?

A. Yes, I do.

Q. All right. And is that what is shown when we
look at Exhibit 9 in terms of a tabulation of that
information?

A. Yes, sir.

Q. The method for preparing this is to show the
Richardson AFE number at the top of the column for this
well?

A, That is the dollar amount that Richardson's
AFE --

Q. And below that you show the interest committed to
Richardson and the percentages?

A. That is correct.

Q. And then below that you show the Amoco and the
Amoco percentages?

A. That is correct --

Q. All right.

A. -- per spacing unit interest.

STEVEN T. BRENNER, CCR
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Q. Attached to that, whatéhave you appended?

o rewe®
A. There aye copies of: theé executed AFEs.
1 Ly e v resme

Q. All right, let's turn now to Exhibit Number 10.

i i
When welook at this t@bulation, this is for what

e '1 R 4
well?

A. This tabulation is for|the well proposéd in the

northwest quarter; Pictured Cliffs.
Q. All right. Have you followed the same
methodology as you used for Exhi#it 9, when you prepared
Exhibit 107

A. Yes, I did.
Q. All right. And are you showing the same parties
oncerning this; well?
A. Yes, sir.
Q. All right. To the best of your knowledge, other
than Kerr-McGee, are there any o?her interest owners that
are uncommitted tp either you or: Amoco?
e are not.
Q. With regards to the well proposal, is there a
difference between the operators;concerning the overhead
rate proposed?

A. Yes, there is. Richardson's proposed operating
agreement provideg for $450 a month overhead.

The Amoro operating agreement provides for $500 a

month overhead.

STEVEN T. BRENNER, CCR
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Q. All right. And what is the drilling well rate on
a monthly basis? Do you remember that number?

A. Richardson proposes $3500 drilling rate.

Q. All right. Do you propose the Examiner, should
he enter a pooling order that allows Richardson to operate,

that he utilize your proposed overhead rates of $450 and

$35007?
A. Yes, I do.
MR. KELLAHIN: That concludes my examination of
Ms. Colby.

We move the introduction of her Exhibits 1
through 10.

EXAMINER STOGNER: Are there any objections?

MR. CARR: No objection.

EXAMINER STOGNER: Okay, Exhibits 1 through 10
will be admitted into evidence.

I'm assuming that you'll provide us a scaled-down
copy of Exhibit 17?

MR. KELLAHIN: Yes, sir.

EXAMINER STOGNER: A wallet-size photo?

MR. KELLAHIN: Any size you like.

EXAMINER STOGNER: Okay. Mr. Carr, your witness.

CROSS-EXAMINATION

BY MR. CARR:

Q. Ms. Colby, let's look at Exhibit Number 1.

STEVEN T. BRENNER, CCR
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If I understand this eﬁhibit, what you're

testifying to is g

wells will in fact

hat if Richardson is successful, that the

- be located on the existing well pads in

the west half of that section?

A. That is

Q. And that

what our proposal is.

; those wells wquld then be located, then,

on the pads that were constructed by Amoco for the drilling

of Dakota wells in
A. They wou

within a distance

current operations.

Q. Have yo
A. No, we
Q. Do you

in fact been staked?
A. No, I di
Q. In esse

the wells at appr

right?
A. Well,

to their existing

proposing to get a
Q.

within that 200 ra

A, We're pr

Are you,

that acreage?é
1d be on the existing well pads and

to minimize any interference with Amoco's

staked a location out there yet?

ve not.

ow that the Amoco-proposed location has
Did you knaw that?

d not.

ce, though,,weﬂre all proposing to drill

ximately the same location; isn't that

joco's footages proposed were very close
wells, 28 fieet, 52 feet away. We're

. distance much;greater than that.

or are you qut proposing to be anywhere

dius?

oposing a location that would work for

STEVEN T. BRENNER, CCR
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all parties.

Q. And you're saying -- Is it your testimony that
the Amoco location will not?

A. I don't know about the Amoco location.

Q. Is there, to your knowledge, any disagreement
between the parties as to where these wells should be
drilled? 1Is that an issue in this case?

A. I don't believe geologically that it's an issue.

Q. Okay, I'm just trying to find out what we're not
going to be fighting about.

A. Okay.

Q. If we look at Exhibit Number 2, was this plat
prepared by you?

A. Yes, sir.

Q. And basically this shows Fruitland Coal and
Pictured Cliffs development in the portion of the Basin
that's at issue in this case; is that right?

A. Yes, sir.

Q. You would agree with me, would you not, that
Amoco, in fact, operates hundreds of Pictured Cliff wells
in the Basin?

A. I believe they do. I don't know for a fact.

Q. But they have drilled a number of wells in the
Basin? You would agree with me that Amoco has, correct?

A. I believe so.

STEVEN T. BRENNER, CCR
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Q. We're not making a suggestion here that, if Amoco
should prevail, that they don't ﬁave the ability to drill
the Pictured Cliff in the Fruitland-Pictured Cliff well?
That's not what you're suggestin§, is it?
A. I'm not suggesting:any#hing.
Q. And youlre not sﬁggesting that they don't have
the ability to pr¢duce and t@éopérate the well if they were
awarded the operatorship in this;proceeding?
A. This map is a meremrep#esentation of the wells
that Richardson has drilled, andéI tried -- I attempted to
show the progressjon of our acti?ity in this immediate area
while I was puttimg together that information.
I attempted to alse represent Amoco's current
operations or drilling in the im@ediate area, and was
unable to find somne.
That's the extent of what I tried to represent on
this map.

Q. 'And whe you say Amoco'!s operations, you were
limiting that to Pictured Cliffs: and Fruitland Coal, were
you not? |

A. That's c¢orrect.

Q. Because if we go im the nine sections around the
area of interest, there are a=nuﬁber of squares, are there
not?

A. Right, Dakota wells.

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




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

105

Q. Those are Dakota wells?

A. Right.

Q. Would you agree with me that in excess of 20 of
those wells in the offsetting nine sections are Amoco-
operated Dakota wells?

A. I have no idea on the Dakota wells.

Q. Do you know if Amoco operates any Dakota wells
within the nine sections offsetting the acreage?

A. I am aware of the two Dakota wells in the west
half of Section 12 that Amoco operates.

Q. And do you have any idea of who any of those
other Dakota wells are drilled or -- have been drilled or
operated by?

A, I have not looked at any of the Dakota wells.

Q. Okay. So when we prepared this exhibit, we were
only looking at certain formations, not all operations in
this portion?

A, That is correct.

Q. If I look at your Exhibits 3, 4 and 5, it's
essentially an ownership breakdown in the various spacing
units that would be dedicated to the wells at issue in this
case, right?

A. Yes, sir.

Q. And the only interest that you now say is not

committed to Richardson is that of Kerr-McGee Corporation;

STEVEN T. BRENNER, CCR
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is that right?

A. Oh, you

could put it aﬁother way. You could say

that if Richardson was selected to operate these two

proposed wells, that Amoco would;be the only one that would

not be supportive.

Q. Has Ker

A‘

*-McGee agreed to participate in the well?

They have agreed to assign their interests to

whichever operator the Commission chooses.

So it ig your opinion that there is no need to

Q.
include them in the pooling action?
A. That is correct.
Q. If they decline to assign later, then of course

that interest woul

ld be outstanding as to Richardson, and

you'd have to come back and gooléthem again?

A. Yes.
Q. In the 5
owners committed t
Amoco, we have a §
ownership; is that
A.

For the

Q. And if w

jouthwest quartér, with all the interest
10 Richardsan t@at are not committed to
30-50 split in the working interest

1 not right?

Pictured Cliffs, that is correct.

e go to the west-half unit for the

Fruitland Coal and we credit everything in the west-half

unit to Richardson that isn't committed to Amoco, Amoco has

66.6 percent and Richardson has the balance of that --

A. That is

correct.
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Q. -- which would be 33 percent, with some

percentage fraction after that?

A. That is correct.

Q. And if we go to the northwest quarter, based on
your numbers, and credit all interests other than Amoco to
Richardson, Amoco still has 83.38 percent of the working
interest in the tract?

A. That is correct.

Q. And if they didn't participate in the northwest
quarter, you would be carrying them to the tune of 83.38
percent?

A. That is correct.

Q. And that is a decision that Richardson believes

is an appropriate decision, based on their knowledge of the

area?
A. Yes.
Q. And the risk involved in the well?
A. Yes.
Q. If we take a look at your Exhibit Number 6, this

is a chronology similar to that provided by Ms. Jenkins
concerning the contacts between the parties concerning the
development of the acreage; is that right?

A. Yes, sir.

Q. And if I look at the first three entries on this

exhibit, November, 1993, through December, 1993 --

STEVEN T. BRENNER, CCR
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A. January,

Q.

19937

I'm sorry, January, 1993, through December, 1993,

those were negotiTtions for a property exchange; is that

right?

A.

They were actually more than a property exchange.

They weren't a property exchangeiat all.

Q. They were all involVed{with acquisition of

property rights, as opposed to proposing the drilling of

any particular well; is that not|fair?

A.

Yes, I confused your térm "property exchange"

with "acreage trade".

Q. And my '

confusing.

property exchaﬁge" term was probably

But prigr to Decemher of 1993, those all talked

about property or
drilling of wells?

A. Right --

exchanges or aggquisitions, as opposed to

Well, no, because we did offer to farm

out. That's a pr#posal to drill‘a well.

Q. Did you
A. No.
Q.

down to, I quess,

you to say you had

propose any'particular well location?

If we take the December, 1993, date and we go

February of 1995, I thought I understood

- been instructed by legal counsel not to

communicate with A%oco; is that 4ight?

A. Yes.

. —

STEVEN T. BRENNER, CCR
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Q. So we have a 14-month break in the negotiations
on this property that were the result of some other dispute
not related to this tract; is that correct?

A, That's correct.

Q. And then you received -- That long silence was
broken 14 months after it terminated, when you got a
specifié well proposal from Amoco?

A. Yes.

Q. Okay. If I look at the operating agreements that
are your Exhibits 7 and 8, do you recall receiving a
request from Ms. Jenkins for a copy of the operating
agreement on March 7th of this year?

A. I recall her testifying that earlier today. I do
not recall a conversation where she asked for an operating
agreement.

I do know that in our well proposals we
specifically said that operating agreements would be
furnished upon written request by any party.

Q. To your knowledge, was a copy of the operating
agreement that Richardson was proposing ever provided Amoco
prior to this time?

A. No.

Q. Now, when you got the -- You received an
operating agreement from Amoco, did you not?

A. Yes, we did.

STEVEN T. BRENNER, CCR
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Q. And did/you receive' that on or about February the

16th, as reported|

or testified té by Ms. Jenkins and as

shown on her chromology?

A. The operating agregment was attached to their

well-proposal AFE

Q. And woyld that have also contained in that

operating agreement their ov@rhe?d and administrative

costs?
A, Yes.
Q. And was

filed for hearing

it after that date that you actually

and announced ?hat your overhead and

administrative coits would be for a well on this tract?

A. Yes, it

Q. So your

was.

operating costs or your overhead costs

were less, but they were proposed and develcoped a month

after you had received those»fro@ Amoco?

A. That is/correct. And in addition, they're the

same that we use an our wells inithe east half of Section

12.

Q. And when you proposed them, you already knew what

the Amoco proposal

was and that you had conflicting

proposals; isn't that right?

T A, Yes.

Q. Okay. Now, I believe you said that you reviewed

this operating agr

reement foerr.gRichardson; is that

il

STEVEN T.. BRENNER, CCR
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correct?

A. Yes, sir.

Q. And that there were certain matters in the
operating agreement that were unacceptable to you?

A. Yes, sir.

Q. Now, you were concerned about Article V., D-8.
That was one of the things you identified; isn't that
right?

A. Yes.

Q. You also indicated there was a missing page?

A. Yes.

Q. Did you contact Amoco to discuss the provisions
of Article V., D-8?

A. No, I didn't. When we got that, we were told
that Amoco would respond in writing to our AFE and well
proposal.

The next thing we got was notification by a copy
of a letter to the Commission that we were being force-
pooled. We felt that we were put in an adversarial
position.

Q. And my question was, you didn't contact Amoco
about any of the provisions in this agreement with which
you disagreed?

A. We had no contact with Amoco from that point.

Q. There was a missing page. You decided not to

STEVEN T. BRENNER, CCR
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call them and ask

A.

Q.

that they sendiyou the missing page?

That's ¢orrect.

And wouldn't that be a normal procedure for you

in evaluating an agreement with énother company that you

might be in some sort of a jaint%venture with?

A.
or not, whether I

Q.

Had your

It depends on if we're in an adversarial position

make contagt with them.

attorneys told you not to communicate

with Amoco about the operating agreement?

A.

Our attorney, Mr. Rell#hin, had advised that we

not communicate with Amoco.

Qo
talk to Amoco aboy
and 1994 and again since this préceeding developed, is it

your position that

And if you've been~advised by your counsel not to

it this development for 14 months in 1993

. you're trying to voluntarily negotiate

something with Amoco?

MR. KELLAHIN:

Objection, that's argumentative,

Mr. Examiner. CoJe on.

MR. CARR: I think the dates and the testimony of

this witness will

show whether or not there, in fact, was a

Richardson good-faith effort to yeach an agreement with

Amoco --

MR. KELLAHIN:

If he wants to make his argument,

he may do so at closing and hét with my witness, with

argumentative questions, Mr. Examiner.

ot
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EXAMINER STOGNER: Do you want to restate the
question, Mr. Carr?

Q. (By Mr. Carr) I want to be sure that I
understood you. You were told by your counsel not to
discuss the operating agreement with Amoco?

A. No, I meant to say, if I didn't say it clearly,
that we were told by our counsel not to discuss the --
anything with Amoco once we had received the letter
informing us that we were going to be force-pooled. At
that point, all voluntary negotiations did stop.

Q. At this point in time, no matter what happens in
this hearing, is it Richardson's position that voluntary
negotiations are over?

A. We would like to voluntarily make a satisfactory
arrangement with Amoco before we stop talking to Amoco.

I told Greg Grotke that we would very much like
for Amoco to participate, and we still are of that belief
today.

Q. And how could we accomplish that if you've been
instructed not to- talk?

A. Well, that's why we're here.

Q. I have no further --

A. Amoco requested --

Q. I have no further questions.

A. -- that we talk before the Commission. That's

STEVEN T. BRENNER, CCR
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why we're here.

Q.

And that

:'s the only pldce it's your understanding

that you may negotiate this or talk about it?

A.

As I sai

adversary positior

being force-pooled.

Q.

ld, we felt that we were put in an

» vhen Amoco sent us notice that we were

And my question is, doés that mean that there is

no hope at this point for theapa#ties to talk to each

other?

. KELLAHIN: Objection, Mr. Examiner.

. CARR: I'm just:--|

MR
MR
MR. KELLAHIN: 1It's irrelevant at this point.
MR

. CARR: I am inquiring -- I don't think it is

irrelevant.

Parties

reach voluntary agreement after pooling

orders are entered all the time, i:and my inquiry is whether

or not the door has been closed and stays closed.

MR. KELLAHIN: Witnessﬁhas already responded to

Counsel, Mr. Examiner.

EXAMINER STOGNER: 1 believe she already has.

MR. CARR: That the'door is closed? 1Is that what

EXAMINER STOGNER: X believe that she's already

answered the gquestion.

MR. CARR: 2All right, I have no further questions

STEVEN T. BRENNER, CCR
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of this witness.
EXAMINER STOGNER: Any redirect?
MR. KELLAHIN: No, sir.
EXAMINER STOGNER: Mr. Carroll?
I don't believe I have any questions at this
point either.
MR. KELLAHIN: I'd like to call my next witness,
Mr. Examiner. My next witness is Mr. David Richardson.
DAVID B. RICHARDSON,
the witness herein, after having been first duly sworn upon
his oath, was examined and testified as follows:
DIRECT EXAMINATION
BY MR. KELLAHIN:
Q. Mr. Richardson, for the record would you please
state your name and occupation?
A. David Richardson. I'm a petroleum geologist. I
am the owner of Richardson Operating Company.
Q. And where do you reside, sir?
A. Cherry Hills Village, Colorado.
Q. Summarize for us your education.
A. I obtained a bachelor of science from the =-- in
geology, from the University of Oklahoma in 1978.
Q. Describe for us -- Give us a quick summary of
Richardson Operating Company.

A. It was formed in -- initially in 1980. I was an

STEVEN T. BRENNER, CCR
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employee of Amoco briefly, and Wéstern Geophysical.

I started my own company in 1980 as Richardson

0il Company. It a@volved into Morgan-Richardson Operating

Company, and I subisequently Qurchased the entire company in
1990.

Q. Desdrib for us your geoloéic play in the
Pictured Cliff and the FruitlanaiCoal Gas Pool in the San
Juan Basin of New |Mexico. |

A. Initially, we drilled épproximately 20 wells,

about 30 miles souytheast of thiséarea in the Largo Canyon
area.

In 1992 we obtained a farmout and drilled seven

wells in the Fruitland Coal, shallow wells, approximately

1500 feet, just east of the ptospect area. All the time we

had been moving further west to gur current location.

Q. What's e vintage :0f your development in the

east half of this Section 12 we've been discussing?

A. Recently, it's been: inil994.

Q. As a geglogist and as a3 CEO of your own company,

do you also employ other geologists to provide you
information and to consult with you about how to further
develop the Pictured Cliffs? |

"A. Yes, I do.

Q. And are we about to loqk at some of that type of

information?

STEVEN T. BRENNER, CCR
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A. Yes, we are.

Q. Is this the same kind of information that you
would use to develop these wells in these well locations,
regardless of a dispute with Amoco?

A. Yes.

Q. If you're making decisions in this area for

drilling wells, then this is the type of information you

look at?
A, Yes.
Q. Do you drill these wells for your own company, or

are you doing this in some kind of promotional prospect
with other people's money?

A. No, I don't take investors; I drill with my own

Q. Let's turn to Exhibit A.
A. Okay.
Q. I'm sorry, I --
A. Exhibit 11.
Q. -- misidentified the exhibit.
Exhibit 11, it's the cross-section, if you'll
unfold that before you.
I think it may be useful to just show all three
displays at the same time, Mr. Richardson. I think it will
help us. If you'll unfold Exhibit 11, and then let's use

Exhibit 12 and 13 by which to understand what you're trying

STEVEN T. BRENNER, CCR
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to do.
A.

Q.

information --

Okay.

Have you

Yes.
-- in te
Yes, I h

And base

independently ireviewed this

rms of its geology?
ave.

d upon that review, you have come to your

own conclusions and recommendations?

A.

tender Mr.

MR. CARR
EXAMINER
qualified.

Q. (By Mr.
Exhibit 11 and hay
insofar

A. Okay.

Q. -- s0 tk

Yes.

MR. KEL]

Richardson as an

EXAMINER STOGNER:

IN: At this time, Mr. Examiner, we
expert petroleum geologist.

1Areéthere any objections?

: I have no objection.

STOGNER: Mr.|Richardson is so
Kellahin) In Fhis area, let's take
e you show us the line of cross-section,

as it affects Section 12 --

e Examiner can see where these well logs

relate to the surface.

A.

12 and 13 to look!

Okay, y

Starting

u should propbably refer to either Exhibit
at where the c#oss-section goes.

from the 1eft+hand side, A', it's --

4
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Let's see, if you look on the Exhibit 12, you see A' is in
the southeast quarter. That's a well -- a Richardson
Cperating Company, 12-1 well, that is a Pictured Cliffs
well we drilled in March of 1994.

And the northeast quarter is a commingled
Fruitland Coal and Pictured Cliffs well.

As you go further to the west, now, you get into
an Amoco Dakota well, and in the southwest quarter is
another Dakota well operated by Amoco.

Q. Did you use this type of information when you
developed your prospect and drilled your wells in the east
half of this section?

A. Yes, I did.

Q. Give us a sense of the relationship between the
coal that's productive in your well and the Pictured Cliff
that is productive in that well. If we look at the cross-
section, can you show us where the vertical relationship Is
in those two reservoirs?

A. Yes, in our two wells it's located between 1400
and 1550 feet. There's a separation of about 10 feet of
shale between the two zones.

Q. What is your recommendation for the development
of the west half of Section 12, the disputed spacing units?

A. In the west half of Section 12, I feel, in the

northwest quarter, because of the spacing of the Fruitland

STEVEN T. BRENNER, CCR
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Coal on

the southwest qua

Coal and Pictured;

Q.

to make

A.

Q.

there a

those two 160s?

A.

Q.

still maximize yo

A.
Q.
Exhibit
A.

Q.

thickness in this

east half?

barrels

T

320s, that should be a Pjctured Cliffs well. 1In

ter it shoqld be a commingled Fruitland
Cliffs tesg.
Describe for us how yéu reached the conclusion
the coal gas well the one in the southwest quarter.
tate spaéing.
t. Other than;the state spacing, is
geologic difference thatimatters when you compare
No.
So you ¢ould stay on p#ttern with the rule and
r geologic.objéctive in the coal?
Yes.
Describe for us the is¢opachs. When we look at
12, you have isopached w@at, sir?
This is the Fruitland ¢oal in the entire section.

Do you find that there|is sufficient coal

coal that it h§s been productive in the

Yes.

Describe for us the kipd of rates that you're
in the easgt half of the éection in the coal.

Approxinmately 600 MCF & day, and I believe 40

of water.| That's cqmmingled between the Pictured

Cliffs and the Fryitland Coal.

STEVEN T. BRENNER, CCR
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Q. All right. So as an operator, in addition to
being a geologist, there is a water component to deal with
here?

A. Yes, there is.

Q. In what reservoir?

A. Both of then.

Q; All right. When you look at the isopach for the
Pictured Cliff, Exhibit Number 13, what does it show you in
terms of well locations?

A. Again, it shows that Pictured Cliffs is --
throughout the section, it varies between 30 and 45 feet in
thickness, but we could expect the same Pictured Cliffs in

the west half of the section as the east half.

Q. In terms of risk, Mr. Richardson, can you
quantify the degree of risk for the Pictured Cliffs wells

in this area?

A. Geologically, very, very small, less than five
percent.
Q. In terms of the geologic risk involved with the

Coal side, what is the geologic risk involved there?

A. Very, very small again, less than five percent.
Maybe less than one percent.

Q. In terms of a percentage, the Examiner is
required under the pooling procedures to make a decision

about risk, and he has the authority to award a risk factor

STEVEN T. BRENNER, CCR
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penalty --
A, Yes.

Q. -- to be applied against any working interest

owner which elect

not to parniciﬁate under the pooling

order. Do you understand that concept?

A. Yes;

Q. Within that concept and within those percentages,

the Division has a maximum of 200 percent.

A, Yes.

Q. Within that range, do You have a recommendation

to the Examiner off where you¢wou1d place that risk if you

are allowed to opgrate these two wells?

A. I would

say less than 300 percent.

Q. All right. Can you mo#e specifically recommend

to him what you would proposg?

A, 150 percgent.

Q. And that would be in addition to the cost

attributable?

A. Yes.

Q. And would that be a number that you would apply

to both reservoirs?

A. Yes.
" Q. All righ
knowledge that you

maximum?

)it. And that is a recommendation with

Ir original application had asked for the

e

STEVEN T. BRENNER, CCR
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A. Yes.

Q. Okay. In reflection and in review, you say 150
percent is appropriate?

A. Yes.

Q. In your capacity as president of your company,

did you examine and review Amoco's proposal for their two

A. Yes.
Q. In their two proposals, the February 14th
letters, those proposals specified only completions in the

Pictured Cliff formations, did it not?

A. Yes.
Q. Was that an issue of concern to you?
A. Yes, it was.

Q. And why was that?

A. We were leaving significant reserves behind pipe.

Q. And what would you do?

A. Commingle both zones and produce them at the same
time.

Q. Other than the well proposal itself, in terms of
the formations it accessed, did you have any disagreement
with regards to any other portion of their proposal?

A. Yes, I did.

Q. What ultimately did you conclude to do about

their proposal?

STEVEN T. BRENNER, CCR
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A. I could
Q. And for
A. Several’

most important to

area, we have two

not participaté on a voluntary basis.
what reasoﬁ#, éir?

reasons. The first one, probably the
me, is, we areicurrently developing this

wells in the same section. It's a

residential and commercial arEa;!it's a difficult area to

work.
We have
Dugan, several doq
we've done it, andg
we feel as though
dealing with them
area.
Q.
a proposed AFE foz

A. Yes.

Q. Did you

experience with the landowners, with Mr.
rtors live in tﬁere. It's not easy, but
1 we've hadugooﬁ rapport with them. And
we're qualifie@, we've been successful

and minimizing the disturbance of the

When you received the Amoco proposal, it included

r their wells, did it not?

have any reaction to their proposal in

terms of their costs?

A, Yes, I ¢

Q. How did

A. Through
door.

Q. For youl

A. Yes, we

Q. And how

1id.
you go about apalyzing that information?

wells that we had actually drilled next

r own information, you had that data?
not only had a@ AFE, we had actual cost.

did their AFE compare to your actual cost

STEVEN T.' BRENNER, CCR
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experience in the adjoining spacing units?

A. Significantly higher.

Q. In addition to your own judgment on those
matters, do you employ engineers and consultants that have
expertise in that area to make those kinds of judgments and
recommendations to you?

A. Yes, I do.

Q. And did you do that in this case?

A. Yes, I did.

Q. And were those recommendations consistent with
your own conclusion?

A. Yes, they were.

Q. Other than the AFE proposed by Amoco, were there
any other aspects about their proposal that caused you to
reject their proposal?

A. Their overhead costs and their operating costs
were significantly higher than ours.

Q. And how do you know that, sir?

A. Our own experience with them in the past on
several projects. - I've been involved with Amoco before.

Q. What do you propose to do if the Division allows
you to operate these wells, Mr. Richardson?

A. Well, we maintain one overhead cost, we don't
charge a district expense, we don't charge vacations,

sicknesses. It's one expense, one overhead cost.

STEVEN T. BRENNER, CCR
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Q. In ternms
proposal compared
have you retained

A.

Yes, we

Q.

of having the%impact of your cost
to the Amocgo i@pact of cost proposals,
the assisténceéof an expert in that area?

have. : ;

And what's the name! of {the lady that's done the

consulting work for you to make ﬁhat comparison?

A. Dana Del

Q. And Ms. |

venthal.

Delventhal has experience, based upon

your knowledge, in providing you with that kind of

information?
A, Yes, sh? has.
Q. And has

her work inithe past proved to be

accurate and religble, basedﬁnpon your knowledge and

experience?

A. Yes, it

MR. KELLAHIN:

Mr. Richardson.
'We move
are marked 11, 12

has. : i

That: concludes my examination of

the introduction of his exhibits, which

and 13.

EXAMINER STOGNER: Are there any objections?

MR. CARR:

No objeqtioﬂ.

EXAMINER STOGNER: [Exhibits 11, 12 and 13 will be

admitted into evidence. .

Thank ygu, Mr. Kellahin.

Mr. Carr

1, your witness.

STEVEN T. | BRENNER, CCR
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MR. CARR: I have no questions of this witness.

EXAMINER STOGNER: Mr. Kellahin, what's your
other two witness's expertise?

MR. KELLAHIN: Dana Delventhal is an expert in
drilling AFEs and actual costs, and she has analyzed the
two AFEs for you, and she has a comparison to demonstrate
the cosﬁ components and has reached some engineering
conclusions to demonstrate that there is substantially
prolonged life and additional recovery if Richardson
operates, and that's the purpose of her testimony.

EXAMINER STOGNER: I was just -- You have an
engineer and --

MR. KELLAHIN: And Mr. Rod Markham is one of the
interest owners, which both sides were attempting to obtain
his consent, and he is here as a third party to testify as
to his preference in terms of an operator.

EXAMINER STOGNER: Okay, I just wanted to see
where we're heading on that.

Do you have any questions of this witness?

MR. CARROLL: No, I don't.

EXAMINER STOGNER: I don't at this time either,
unfortunately -- fortunately.

Let's take a ten-minute recess.

(Thereupon, a recess was taken at 4:33 p.m.)

(The following proceedings had at 4:50 p.m.)
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EXAMINER STOGNER: :Heaiing will come to order.

Mr. Kellahin?

MR. KELLAHIN: Mr..Exa@iner, at this time I'd
like to call Ms. Dana Delventhal; She spells her last name
D-e-1-v-e-n-t-h-a+l.

DANA L. QgngNTHAL,

the witness hereiﬁ, after hawiﬁgébeen first duly sworn upon

her oath, was examined and téstified as follows:

DIRECT ExAMIﬁATION

BY MR. KELLAHIN:
Q. Ms. Delventhal, for the record would you please

state your name and occupatign?

A. Dana Delventhal, and I'm a consulting petroleum
engineer.
Q. On prior occasions have you testified in that

capacity as a consgulting engineeﬁ before this agency?

A, Yes, I have.

Q. And where do you reside?

A. In Farmington, New Mexico.

Q. Summariie for us yaur Qmployment experience.

A. I'ma 1981 graduate.ofithe New Mexico Institute
of Mining and Technology. »
I've worked in thegpetﬁoleum industry out of
Farmington, New Mﬁxico, since th%t time, and I've currently

had our own consulting compaqj since 1985.

STEVEN T. |BRENNER, CCR
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Q. As part of your consulting work, do you on a
regular basis make cost analyses and recommendations for
your clients for the drilling of Pictured Cliffs and
Fruitland Coal gas wells?

A. Yes, I do.

Q. How do you go about preparing yourself to make

that type of analysis?

A. We're active in the drilling and completion of
wells, so we have actual cost experience. We also
participate in the drilling and completion of wells and
evaluations of such.

Q. Are you familiar with the drilling mechanics and
the various elements and components for drilling a single-
completion PC well and/or a PC well that's commingled with
the coal gas?

A. Yes, sir.

Q. As part of your consulting work, do you also make
cost comparison analysis using the kinds of things that Mr.
Grotke and Mr. Hawkins did?

A. Yes, we do evaluate different completion methods,
methodology and costs associated with such, so that when we
do make a recommendation for the drilling of a well, that
we have picked the optimum method.

Q. So when Mr. Hawkins talked about Amoco's proposal

that this well might be a slimhole candidate, you

STEVEN T. BRENNER, CCR
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understood what t

A. Yes, si

Q.

- '8

at all meant?

And when he talked about the use of a coiled-

tubing procedure for this well iﬁ terms of the way it was

equipped, that meant something to you?

A.

Q. As part

Yes, sir.

of that consulting work with that

background of experience and:knoﬁledge, did you perform

such services for

A.

Q.

‘Mr. Richardson?

Yes, I do make reco@me#dations.

And havé you made an amalysis of the data by

which to make such a recommendation to Mr. Richardson?

A. Yes, sir

MR. KELI

LAHIN: We tender Ms. Delventhal as an

expert petroleum éngineer with expertise in analyzing and

reviewing and comparing AFEs'witﬁ actual well costs.

EXAMINER STOGNER: = Any iobjections?

MR. CARR: No objection.

EXAMINER STOGNER:

qualified.
Q. (By Mr.
of your documents,

conclusions about

Ms. |Delventhal is so
Kellahin) Before we get into the parts
let me ask you your impressions and

the type of%well program that Amoco has

proposed, as related to the Examiner through Mr. Hawkins's

testimony.

STEVEN T.. BRENNER, CCR
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A. It's interesting. Slimhole completions have been
used in the PC in the San Juan Basin extensively since the
Fifties. Generally, it's a completion method designed for
low-ultimate-recovery gas reservoirs which are dry, in an
effort to save initial investment and therefore be able to
justify completing those reserves.

The problem that I see with that technology as
applied in this case is that, one, generally slimholes were
drilled with conventional drilling rigs or drilling
technology. The coiled tubing is somewhat new, and there
are some risks associated. If you had a very high cost
savings to offset such risks, it might be worth
contemplating.

And the second problem in this area, generally
Pictured Cliffs wells are dry, oftentimes not even
requiring surface separation. However, in this area the
Pictured Cliffs is for the most part fairly water-
productive, and a slimhole completion would not facilitate
the natural flow of this type of well.

Q. As that program was described through Mr.
Hawkins's testimony as to Amoco's proposal, do you have an
opinion as to whether that well could be constructed in
that fashion?

A. I see several problems, the worst problem being

that 3-1/2~-inch casing with 2-3/8-inch tubing, both strings

STEVEN T. BRENNER, CCR
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being standard, wi

Q.
Ao Well -
drift diameter of

3/8 standard tubin

11 not fit.. |

What would the opernator have to do?

Let me figure gut the numbers here. The
3 1/2 is roughly 2.9 inches. The OD of 2

g at the coupling is over 3 inches. The

one option would he to mechaﬁicaily slim down those

couplings.

But then you havq a risk of tubing failure.

Then aggin, the naﬂuraﬂ flow of these wells --

They're not an artificial lift, they're capable of flowing

this water productiion on comﬁression. The annular space

would be negligibqe, and you wouﬂd lose quite a bit of 1lift

capacity, even if

Q. Have you

you machineﬂ d@wn the couplings.

- proposed to Mr. Richardson how this

particular well ought to be drilled and completed?

A. I would
well.
Q. Have you

concerning the dow

drill and cbmpﬁete it as a standard gas

previously itestified before the agency

nhole commingling allocation formula and

the approval of do

coal gas for the w

section?

A. Yes,

Q. That was
agency?

A, Yes,

nhole commmnglﬁng for the PC and the

ell in the ather half of this same

I have.

your work, and you testified before this

HE
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Q. Have you performed a similar analysis for this
well in the west half of the section?

A. Yes, I have.

Q. And do you have recommendations for the Examiner
about the downhole commingling procedure for this well?

A. Yes, I recommend that it be downhole commingled
and that the engineering data will substantiate that.

Q. All right. Let's start with the well-comparison
work that you have done in terms of comparing well costs,
as proposed by the two operators.

If you'll start with what we've marked as Exhibit
Number 15.

A. Okay, the AFE comparison that we have before us
is a comparison of the Richardson AFE and the Amoco AFE,
much as Mr. Hawkins has done.

I've also added the one other additional column
of Richardson's actual spending. I guess we're all aware
that AFEs can be inaccurate, and our first concern when we
received the Amoco AFE was that perhaps our AFE was not in
line.

What I've got on the first column -- and I'll be
as concise as possible -- if you look at the total at the
bottom, the Richardson AFE for the stand-alone Pictured
Cliffs well is roughly $152,000.

Our actual 12 Number 1 Pictured Cliffs well,

STEVEN T. BRENNER, CCR
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which is within a

|

half a mile, actual costs came in at

$123,000. So we were roughly Zoipercent under budget.

As Mr. Hawkins pointed;out, our AFE did not

include capital c¢

amount of $30,000;

Q. What did

A. To put
we subtracted out
you take $30,000
comparison at $18

Again,
prepared and that
complete a coiled
money.

Based o
percent different

their AFE costs,

I would have liked

actual spending o

information wasn't

Q. When we
the $186,000 attr
$30,000 compressi

A. That's ¢

with apples.

mpression g¢osts and theirs did, in the

you do tOgrecpnciie that difference?
verything on 5% fair a basis as possible,
the $30,00Q fr@m their AFE estimate. If
rom their‘qriginal $216,000, you see the
,000, under.Améco's scenario.

assumed that fheir AFE was diligently
they feel thatéthey can drill and

tubing—typeicompletion for that type of

f of the AFE differential, there's a 22-
lal. But cgmpa%ing our actual costs to
heir AFE i#;abéut 51 percent higher. And
to have had séme comparison of the

an Amoco-drilied coiled tubing, but that
available.

'look at the bottom line on Exhibit 15,
lbutable to theiAmoco already has the

bn cost delétedéfrom their AFE?

rorrect, so;tha# we're comparing apples

STEVEN T. BRENNER, CCR
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Q. Okay. Let's go through this in terms of major
items of difference to you as an expert.

When you look at the drilling portion, you get
down to the subheading B. It says "Drilling". And looking
through those components, there's a subtotal?

A. Correct. The largest areas of difference are
between the drilling costs in which their estimate is
roughly $45,000, and our drilling cost history shows around
$18,000.

Our drilling rig, generally we get on a footage

basis, so it's essentially risk-free to the working

interest owners.

Q. Show us other items of major difference.
A. The downhole completion, which I think now we've
come to agreement that that $20,000 differential -- Perhaps

their AFE has been overstated or they're agreeing now that
they can complete and stimulate less expensively.

Q. As you have analyzed the comparisons of AFEs,
have you itemized completion rig cost factors?

A. As well as we could. Again, the actual
categorization off of the AFEs is a bit subjective. I put
them in as best we could, and some detail is not there.

But yes, there is a completion day work figure on
their AFEs.

Q. In the comments section on the far right side of

STEVEN T. BRENNER, CCR
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the comparison, ygqu have madq;vaéious notes at other points
to identify for the Examiner:matﬁers of difference.

A. They're definitelyjmat&ers of concern to us. The
day work figure of $2100 doeS;no¢ allow much time. And

again I assume that they've 5een;diligent, but our

experience has been that somg.of;these costs are probably

going to be significantly higher,

Q. Describ

-- Mr. Hamkiné addressed the contingency
method used by Amgco, and I thin# you heard that testimony.
You have looked at the contiﬂgen&y components of the
components of the | AFEs, and you ﬁave them analyzed on this
exhibit, do you not?
A. That's correct.
Q. Describe for us what you have concluded.
A. Generally, the 15-p§rc§nt contingency used by
Amoco is not unusyal in the indu%try in general.
Generally, it's based off of :a pércentage.
Again, those contingenéies have a tendency to
materialize during the drilling énd completion of wells.
Generally through Rich§rdson and the AFEs we
generate and our c¢harges, weidonét use as high of a
contingency basis We try tq.acfually categorize those
anticipated costs ahead of time.5 So our contingencies are
less. But basically, it's the b¢ttom line on the AFE that

matters.

STEVEN T. BRENNER, CCR
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Q. The Examiner is here to listen to recommendations
on how to decide matters of difference by which he can
ultinately decide who operates. 1Is there a difference
between this AFE that is a difference to you?

A, Yes, actually there's a large matter of
difference, both to the working interests and to the
royalty owners.

Generally, both the -- the economics of the
project and the ultimate recovery are tied to the initial
investment and the overhead charges throughout the life of
the well, and in this case it's significantly different.

Q. And in a later display, you have attempted to
calculate or to quantify the magnitude of that difference
in terms of its effect on the life of the wellbore and on
ultimate gas recovery?

A. That's correct. And the other thing I would like
to bring out is that basically my assumptions and my
comparisons and the differentiation between operating and
drilling these wells, I've held both the risk and the well
results constant between ROPCO and Amoco.

I am concerned, if they should pursue a coiled-
tubing-type completion, that there should be additional
risk factors assigned into there, versus a standard gas
well typical completion.

Q. Let's turn to Exhibit 16 and have you describe

STEVEN T. BRENNER, CCR
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what you've done when you have méde a comparison for the

well in the southyest quarter of 12.

A. This co
first, except for
quarter, which is
Fruitland Coal wel

The only
proposal, if for ?

they were not able

parison is‘ideﬁtical in scope to the
this is foﬁ thé well in the southwest
assumed tOﬁbe q commingled Pictured Cliff
1. | |

other item of note is, with Amoco's

ome reasonﬁtheir well did not qualify or

to get doﬁmhoie commingling requirements

met, they would nat be able ﬁq dﬁal complete in 3-1/2-inch

casing.

|

It's bejn our philqsophy to go ahead and set

casing large enough for a dual chpletion so that if such

were the case, we

Coal side of the ¢
Q.

this

A, Generall
fairly similar.

We have

would not Havegto eliminate the Fruitland

ompletion.

When you look at the components of difference in

comparison, describe for;usfwhat they are.

y, the components of difference are

a difference in our drilling estimates.

Again, we use a standard footagegrate.

The completion agaim is different.

And the
varies, much like

Q.

's contingency money, you know, that

the first cpmpnetion.

When you get to theyboﬂtom line and you take off

STEVEN T. BRENNER, CCR
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the compression costs for the Amoco AFE, what is still the
net difference?

A. There's still quite a significant difference.
Generally, our AFE was for $194,000. The dual within half
a mile, the actual well costs came in at $177,000. We were
10 percent under budget.

Their AFE is for roughly $231,000.
So based off of the AFE values, they're 20
percent higher. And based off of actual experienced

drilling costs, they vary by 31 percent.

Q. In your opinion, will compression be required in
this well?

A. We anticipate that it is.

Q. In order to take that cost factor into

consideration in the AFEs, have you analyzed the net result
of the inclusion of compression?

A. Yes, I have. Compression, we deem, will be
required. Generally, it's not in the original AFE because
we're not sure of the size or what size of compressor would
be needed.

Generally, we'll rent a compressor for the first
few months' worth of production on the well and then size
after at that point.

Q. Is it a flaw in the Richardson AFEs not to have

an item for compression?

STEVEN T. BRENNER, CCR
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A. I don't

believe sa,. The operating agreement has

spending authoritjes, and each w@rking interest owner would

have their fallba¢ks through the|operating agreement, if we

were to AFE for compression at a later date.

Q. Under different case e*amples, have you assumed

compression for this well fdréboth costs by either operator

and shown the impact of the total well cost, of ultimate

recovery?

A. I have.

What I've tried to do is make an

economic comparison and see whatithe results are to the

working interest ogwners as far as value, and secondly to

the royalty owner

as far asvultimate recovery, should

ROPCO operate, versus Amoco qperating.

I'm sur everybodyérealizes the number of

variables is trem

ndous, so I'velitried to keep everything

as constant as possible and =~

Q. Have you reduced that information to an exhibit

form?

A. Yes, I've reduced what'!'information I have onto

Exhibit Number 17.

Q. All right, let's look at that and have you

describe for us haw you've oqganized the display, and then

we'll talk about the parametgrs,éand then the assumptions

and finally the cg

A. Okay. BH

inclusions.

lasically, the display is set up to show a

STEVEN T. BRENNER, CCR
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comparison on the Pictured Cliffs well versus the
commingled Pictured Cliffs and Fruitland, so that

essentially any variances would be added.

I've listed at the top the assumptions as far as
reservoir parameters, economic parameters. And as you can
see, I've kept them constant between ROPCO and Amoco. In
essence, I've assumed that Amoco is on budget, ROPCO is on
budget, that the well's productivity and decline rates are
identical, in essence, for giving any fact as far as the
different wellbore configurations, and held everything
constant on that side --

Q. Do you have a --

A. -- the only differentiation being the
differentiation between capital investment and operating
costs over the life of the wells.

Q. So the Examiner understands how you've gone about
this, describe for us how you've come up with your
recoverable gas reserve number that you've put into the

calculation.

A. The recoverable reserves are calculated based off
of initial gas rates and decline rates and economic limit.
The last page, Appendix Number 1, shows our
assumption on operating costs, and they have a significant
impact, and I want to be straightforward on what those

assumptions are.

STEVEN T. BRENNER, CCR
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Basically, the ovaqhead -- standard overhead rate

varies by only $50 per month. Génerally there's a pumper

charge.

The chayge for compression, depending on the

method each operator choosesjto incorporate those expenses,

varies, and I've ot the figures used.

And then we've also added in the additional

overhead charges that Amoco n0rm§lly would associate with

their wells. Aand

I used $300, and Mr. Hawkins said that

may be conservative. I don't:know. But for the purposes

of this exhibit, we felt $300 wa# a reasonable estimate.

Q.

All right. How did you handle the potential

variable of the campression qostécomponent?

A.

What I assumed waséSev¢ral cases. I was not sure

how Amoco would propose their compression, whether they

were going to comp
or whether they we
rent themn.

So just

ress the two wélls through one compressor

re going tao buy them or lease them or

to be safe I ran several cases and --

Q. Let's s

ow the Examiner one. Let's pick an

example and show him the methpd,%and then he can satisfy

himself if he wan
examples.

A.

s to apply‘anyéof these other case

Okay, starting on the first page with A, this

would be the stand-alone Pictured Cliff wells.

e
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The Case 1 would be where ROPCO and Amoco were to
rent a compressor. And what -- Each case has certain
criteria and certain values shown for the ROPCO case, and
then the Amoco case with the same fixed variables, just
changing those -- the fixed constants being the same,
changing the variables, and the variance being the
difference.

Under the rental it shows that over the life of
the well, we would extend the life by about four years and
recover --

Q. Where do you see that? The second entry down?

A. Correct, the life of the project at the economic
limit. Whereas ROPCO's well was 19 years, one month,
Amoco's was 15 years, one month. Therefore, ROPCO
operating would extend it approximately four years.

Q. In addition to the extended four-year life of
production by Richardson, what is your estimate of the
additional gas recovered if they operate?

A. Under the same scenario, it would be roughly
149,000 MCF.

Q. All right, let's turn to see how you handle the
Pictured Cliffs and Fruitland combined, that type of
completion.

A. Okay. I might mention that Case 2 is assuming

that the compressors are purchased and financed.

STEVEN T. BRENNER, CCR
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3 assumeSAthaﬁ we buy used compressors.
And again, in thosg4tw$ cases, the variance
between the two ig still to ﬁhe favor of ROPCO, roughly two
years, eight months, and 42,@00 #CF.
Q. Amoco's |AFE used $30,0¢0 for the cost of a
compressor? | :
A. Yes, and again I'mfnotésure where their number
has come from, asguming that's aépurchase price.
Generally, these wgllséproduce a combined initial
rate of anywhere from 600 to:BOOéMCF per day, and the
pressure in those|lines out theré, it's high-pressure sales
lines.
Generally, it's the type of compressor you would

need for that. And we've gotten;bids for that, would run

Yy, we atte@pt to get used equipment, but
$85,000 would be new priceg; |
Q. All right. Let's see how you've analyzed the
comparison when we¢ deal with:a Ffuitland Coal Gas-PC
combination.

A. Again, I've used the same cases, the same
assumptions, but this analysis lébeled B is for the
commingled well, and it assu@es éhat it qualifies for
downhole commingling, and th@t'séthe completion method.

Basically, the variancé here is again to the

STEVEN T. BRENNER, CCR
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favor of ROPCO, roughly 146,000 MCF under, you know, the
Case 1 assumption, and 41,000 MCF under Cases 2 and Cases
3, again extending the life nearly three years for the
well.

So for the total two-well project that we're
looking at, the incremental reserves is -- well, nearly
300,000 MCF under one scenario, and if you take the
conservative view it's roughly 82,000, 83,000 MCF.

Q. Do you have an opinion as to whether it's
appropriate for this case to be decided based upon a
difference in AFE costs as proposed by the two different
operators?

A. I think the basis for any well being drilled is
to drill it as efficiently as possible and recover the most
reserves as economically possible.

If the numbers proposed by Amoco are their true
belief on the cost of their wells and we've established
some of the operating costs, it would be to their advantage
as well as the other working interest owners and royalty
owners to elect Richardson as operator.

0. Let's turn to Exhibit 18. Identify and describe
for me what you're showing here.

A. The rest of my exhibits pertain to the request
for downhole commingling of the Pictured Cliff and

Fruitland Coal.

STEVEN T. BRENNER, CCR
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~r 1

Again, it's critical té get that prior approval,

especially in thisg case. Otherwise, the Fruitland Coal

reserves would pe

—737 And sec

would have to have

’chance be left behind pipe.

ndly, certéinly in Amoco's case, they
that apprqvalébefore they could drill.
ExhibitvNumber 18 is tﬁe nine—section plat which
shows the Fruitland Coal spaqinééunit in the west half of
12 and shows the gffset wellgiand their owners. This is
what was used for,notificatidn pérposes for the downhole
commingling appligation. :
Q. All right. Let's ﬁurn%to Exhibit 19 now, Ms.
Delventhal, and have you desqribe this exhibit.
A. Exhibit |19 shows sdme économic criteria for why a
commingled complefion is preﬁeraﬁle, as opposed to drilling
two stand-alone wells or comgleting a separate Fruitland
Coal formation.

The firgt page shows the assumptions as far as

the economic critdria and gas raﬁes, et cetera. For this

case, we assumed that we purdhasgd a compressor at our bid

price and financed it.

And the second page shows, as Part A, the

Pictured Cliffs well stand-aloneéeconomics. As you can
see, the profit-to-investment raﬁio is nearly 12. 1It's a
good project. The well life iis 26—some years, and we

should recover just under 2 BCF.

e
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The Fruitland Coal, if we were to drill a stand-
alone well, is barely economic. The profit-to-investment

ratio is less than one, and it has roughly a 10-~year well

‘1life. It is unlikely, if an operator were choosing

projects, that this well would be drilled separately during
this environment.

Part C is the economics of the commingled well.
Under the commingled scenario, the profit-to-investment
ratio is nearly 14, recoverable reserves are now roughly
2.8 BCF. Therefore, you've recovered roughly .8 BCF of
Fruitland Coal reserves, whereas if you drilled it stand-
alone, you were recovering under 600,000.

So by commingling the two together, your
incremental recovery versus the separate completions is
nearly 300,000 MCF.

Q. Would it have been a mistake to drill the west
half of the section with two stand-alone PC wells, without
trying to get the coal gas production?

A. Again, if that had occurred, if both had been
developed and the Fruitland Coal formation owners wished to
develop their reserves, they would be looking at stand-
alone Fruitland Coal economics.

I would doubt that either Amoco or Richardson or
any other operator in the San Juan Basin right now would

drill the well under that case. 1In essence, those reserves

STEVEN T. BRENNER, CCR
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Q. In your| opinion, for the coal gas reserves in the

west half of the gection, thén, it's most prudent to

develop those with one of thege vellbores being a

commingled wellbore?
A. That's ¢orrect. And should -- for either
bottomhole pressure reasons or if it for some reason did
not qualify it to be comming}ed,%then a dual completion
would be your next alternate! Bﬁt you would definitely
develop those reserves at tha@sape time.
Q. All right. Let's‘turnéto Exhibit 20 and have you
give us a short symmary on thé wellbore diagram.
A. Like I said, there!s n§ new science at all to the
proposal of ROPCO and how weﬁdri;l these wells out here,
just a standard gas well: Séﬁ 7+inch surface casing, and
then we set 4 1/2|or 5 1/2 cgsiné down to about 1630 feet.
The for?ations range f#om about 1420 to 1485 foot

in depth.

We use standard:¢bmp1etion method. We
circulate cement to surface if péssible, perforate and test
each zone to gather the data@we peed for the downhole
commingling, run ¢pen-ended ﬁubiﬁg and place it on line.

Q. Let's turn to Exhibit éo.
Is ther? any pressyre @ifferential of concern

estimated between the Fruithnd ¢oa1 and the PC that would

STEVEN T. BRENNER, CCR
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preclude the downhole commingling of production in these
two reservoirs?

A. No, actually the bottomhole pressure data that
we've gathered in the area shows that the area is fairly
depleted, that the reservoir pressure is quite similar
between both the Fruitland Coal and the Pictured Cliffs and
rangés between about 210 and 240 p.s.i.

Q. Have you also analyzed the gas analysis to
determine whether the gas components and constituents in
this specific area are compatible if the formations are
commingled?

A. Yes, I have, and I've included as Exhibits Number
22 and Number 23 actual chromatograph analysis of a
Pictured Cliffs well and a Fruitland Coal well --

Q. With what conclusion?

A. -- both within a mile. And the gas is

compatible.

Q. All right, let's turn to the allocation formula.
If you'll look at Exhibit 24, which is the last of your
exhibits, give us 'a summary of your method and your
conclusions.

A. I've included this so that all the operators
would know the general procedure that ROPCO would propose.
Again, it's a fairly standard allocation formula, applied

to Fruitland Coal-Pictured Cliffs commingled wells in the

STEVEN T. BRENNER, CCR
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area.

Because

the Pictured Ciiffs is an established

pool and a good -+ ultimate recovery numbers can be

calculated in the

area, the allo¢ation formula is based on

a difference methad, whereas@youécalculate the PC reserves

and additional re

Coal.

erves are §110¢ated to the Fruitland

I've inc¢luded the standard calculation. The

numbers will change based onﬁactQal reservoir pressures and

actual test rates,

outlined.
Q. Is this

made your presentad

but the alloc#tion method is at least

the method that you utilized when you

ition to thaeDiVision for the commingled

well that's in th? east half of ﬁhe spacing unit --

A. Yes,

Q.

sir.

-- or east half of.theésection?

MR. KELLAHIN: All right, that concludes my

examination, Mr. Bxaminer, ofl:MsJ Delventhal.

We move

through 24.

MR. CARR:

EXAMINER STOGNER:

the introduction of her Exhibits 15

No objeation.

15 through 24 Exhibits of

Richardson will bg admitted into ievidence at this time.

Thank yqu, Mr. Kell@hiﬂ.

Mr'

Carn,

your witness.

i —

STEVEN T. BRENNER, CCR
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CROSS-EXAMINATION
BY MR. CARR:

Q. Ms. Delventhal, you previously worked for Amoco?

A. Yes, I did.

Q. And you are familiar with their operations in the
San Juan Basin because you worked for them and also because
you are a consultant active in the Basin; is that not fair
to say?

A, Yes, sir.

Q. You do know that Amoco has drilled a number of
Pictured Cliffs wells throughout the San Juan Basin?

A. A number of standard PC wells, yes.

Q. And they operate and produce a number of Pictured
Cliffs wells in the Basin?

A. Uh-huh.

Q. They also have drilled and completed wells within
the City of Farmington, haven't they?

A. Yes.

Q. Now, I gather from your testimony that you differ
with the way they're proposing this well; is that fair to
say?

A. Yes.

Q. Have you ever actually drilled a slimhole well
with coiled tubing?

A. No.

STEVEN T. BRENNER, CCR
(505) 989~9317
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e

Q. You can
A. No, I 4

differentiation i

—

't say that it won't work, can you?
idn't, and I dign't use any

h risk or cost in my analysis either.

MR. CARR: That's all I have, thank you.

EXAMINE

MR. KEL

BY EXAMINER STOGN

R STOGNER: Any redirect, Mr. Kellahin?

LAHIN: No further questions.

EXAMINAT]ION

Q. On Exhibit Number 24 -~ that's the allocation

formula -- this i
been concluded in
where you got thi
A. It's th

Q. Does Ri
Cliffs-Fruitland
this area at this
A. We have

the northeast of
Q. Okay, a

A. Yes, si

Q. Similar

A. Correct

T Q. Was tha

A. It was

EXAMINE

essentially the basic things that have
' the == I guesséa lot of Meridian; is that
B?
g similar -~ yes, similar basis.
chardson hawve a@y commingled Pictured
Coal gas weils in that southern part of
'point, do you know?
 one in the“souﬁheast -- Or, excuse me, in
fection 12, within a half mile.
nd that one is aownhole commingled?
r. S
allocation formula?
t a new drill or a recompletion?
g new drill.

R STOGNER: Okay. Any other questions of

STEVEN T. BRENNER, CCR
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the witness?

Ms. Delventhal may be excused.

Mr. Kellahin?

MR. KELLAHIN: Mr. Examiner, the reference for
that other offsetting commingling application, it's Case
11,106. 1It's an October 13th, 1994, case.

I apologize for not having the order number, but
that's the case number.

EXAMINER STOGNER: That was 11,106?

MR. KELLAHIN: Yes, sir.

EXAMINER STOGNER: Okay.

MR. KELLAHIN: Mr. Examiner, I have Exhibits 25
and 26, which represent my certificate of notification for
the compulsory pooling portion plus the downhole
commingling portion of the case.

EXAMINER STOGNER: Thank you.

Mr. Kellahin?

MR. KELLAHIN: Mr. Examiner, Mr. Rod Markham, who
is one of the working interest owners in each of these
spacing units, has requested an opportunity to testify
before you, and with your permission I will call him and
sponsor him as a witness.

He's listed in all these tabulations as Roderick
Allen Markham, I believe.

EXAMINER STOGNER: Okay, one and the same. Okay,

STEVEN T. BRENNER, CCR
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proceed.

the witness herei

his oath, was exa

BY MR. KELLAHIN:
Q. Mr. Mar

occupation?

A. Rod Mark

landman, whatever

Q. Do you

A. Jack of|

landman.

Q. Well, mg

going to find out
You'll

to hear you.

Are you|

units that are be
Amoco or Richards
A. That's
Q. What ty
order to make dec
terms of your int

A. Well, t

RODERICK A. QABKEAM,

, after havinggbeen first duly sworn upon
ined and testified as follows:

DIRECT EXAMINATION
am, would you|please state your name and

am. I'm an ipdependent oil and gas

Jack of all %-

pake -- I'm sorry, I didn't hear you.

all trades.' I'm not a professional

ybe by experience, Mr. Markham. We're

have to speak up, it's going to be heard

a working inte;est owner in the spacing
ng proposed toi be operated either by

n?

correct.

e of experienceé do you bring with you in
sions about wh@t you wanted to do in

rest?

he -- Of coﬁrse} the initial look is the

.

STEVEN T/ BRENNER, CCR
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AFEs, and then past experience with the operator.

Q. Is this a type of decision that's new for you
with this case?

A. No, sir.

Q. Do you make this kind of decision for yourself on
a regular basis?

A. Yes, sir.

Q. And have you had to make this type of decision in
the San Juan Basin concerning Pictured Cliffs wells?

A, Yes, sir.

Q. Have you been involved in a similar position with
Amoco as an operator in other wells?

A. Not my interest, but my father's interest has
been involved with Amoco in numerous wells, including the
Dakota well on the same unit.

Q. And is that an interest and an involvement for
which you have personal knowledge?

A. That's right, that's correct.

Q. What have you decided to do about committing your
interest to either operator?

A. If Amoco operates, I don't know what we will do.

If Richardson operates, I feel sure that we'll
stay and participate for our interest.

Q. What information did you obtain in order to help

you make a decision on what to do?

STEVEN T. BRENNER, CCR
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A. Well, the AFEs, fo# one thing, that was -- Of
course, that's the first look, is the AFEs. And we have
drilled quite a ffw Pictured~Cliffs wells and Fruitland
Coal wells in the immediate vicihity, with BHP and Hallwood
Petroleum, and we| have infoﬁmatién also on Richardson wells

and Bob Bayless.

So we've been inVOlVed;in the Pictured Cliffs and
Fruitland Coal wells.
Q. Based upon that experignce, what did you conclude
about the AFE as proposed by Amogo?
A. It was way too high.
Q. What did you conclude about the AFE as proposed
by Richardson? o |
A. That waL -- It was,rigﬁt in line with our
experience with BHP. ‘
And we +- We're invplvéd in the Gallegos Canyon

unit, and BHP is the operator, and we have access to -- as

part of the unit +- informatipn,éall of the wells that have
been drilled, 60-%ome-odd wells that have been drilled on
their well [sic], |30 recent well#.

And we have the total Qell costs for all these
wells, and the average is $142,090. And these have been
drilled since 1990. And we qave%drilled wells within the
last year with th$m. .

Q. Your conclusion with regards to that component of

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




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

157

your decision was what, sir?

A. That Amoco was too high, that Richardson was
basically right on the money, for what we would expect to
complete these wells for, drill and complete.

Q. When you received the original Amoco proposals
for the two PC wells in the west half of 12, what was your

understanding of how those wells were to be drilled and

completed?
A. From Amoco?
Q. Yes, sir.
A. Well, there wasn't enough information on the AFE

to know. 1It's very gross information that you have here,
and you can't deduce anything -- or I couldn't -- in
comparison to, for instance, BHP and Bob Bayless and Tom
Dugan and most other operators. 1It's just too big a

numbers to pull things out of.

Q. What did you do in order to help overcome that

difficulty?
A. I called Greg Grotke.
Q. Grotke, I think, is how you say his name.

A. Grotke. And frankly, my first -- the first thing
I said to him is, Would you consider letting someone else
operate? We didn't want Amoco operating the well. So I

asked him if he would.

And he said -~ He didn't say too much, he said

STEVEN T. BRENNER, CCR
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s

it's a pet project -- or -- It's, a pet project of his, and

they were trying to drill a bunch of wells at one time and
save a whole lot ¢f money. |

Q. Did you ask him togdescribe for you the kind of
well he proposed to drill under this plan?

A. Yes; and he starteéztaikiné about the slimhole
completion, the 2+7/8-inch prpdu¢tion string and coiled
tubing. |

And I aTked him algo about the water, what do you
do with the water production? |

Oh, aboyt the coal, I asked him about the coal.

And he Iaid, Well,:that' not -- that coal is

not -- It's not relevant to this; prospect.

And I said, Well, you know, we've been drilling
wells out there, and they're_commingling. Other wells,
they're -- It's just happening all over the place out

there.

And he said, Well, actwally I haven't looked at
the logs yet. And he said, My e*perience has been off
northeast, I believe, in some:other area.

Q. Did you;ask him whether or not water as a
component of production was an i%sue for these wells?
" A. Yeah, water cost ig a hig issue, a big deal out
here. And I asked hinm, What'are%you going to do with the

water?

STEVEN T..BRENNER, CCR
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And he said, Well, these wells don't make hardly
any water.

And they do. I mean, just look at the records,
that's -- They do.

Q. Did you have any discussion with Mr. Grotke about
his information level with regards to examinations of logs
in this area?

A. He said he hadn't -- I said, I think it's five,
ten feet, between the two -- between the base of the
Fruitland Coal and the PC.

And he said, Well, actually I haven't looked at
the logs yet.

That's what he told me.

Q. Approximately when did that conversation take
place?

A. 2-17-95. And he called me back on 2-18-95.

Q. So this is after the well proposal is submitted
to you?

A. Yes, sir.

Q. Did you have any other conversations with Mr.

Grotke, other than the two that you have related?

A. That scared me. I just -- I -- I wasn't at all
comfortable that they knew what they were doing. It was
a -- I felt like it was an engineering prospect, an

engineering project, and he was talking about completing

STEVEN T. BRENNER, CCR
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three to five wells in a day @and all this stuff.
And I kept looking =-- ?he bottom line on the AFE
was greater than the other wells; and if they were doing
this to save money they were tak;ng the risk with 2-7/8-
inch production, this is craazy. EI mean, it's -- I just
didn't want to have anythingrto do with the deal at that
point.
ye you decided to do with your interest?
A. It depends. It dapgnd% on -- I called Ms.
Jenkins and asked|if they would ﬁake us a proposal, because
all we had was drill or -- yaﬁ know, drill or be penalized.
And I asked if they would giﬁé u$ a proposal, an alternate
proposal to farm ¢ut or buy out. |
And I also asked her if they would market our gas
and also if they would make dist%ibution on our, you know,
burdens. |
And she|never called mé back, never came back to
me.
Q. In terms of your options, now, with regards to an
election to parti¢ipate, would yéu elect to participate if
Amoco is awarded the operatorship of either or both of
these cases?
A, I don't know, I don't know. I just don't know.
Q. What is your --

A. It's a good prospect, it's --

STEVEN T. BRENNER, CCR
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Q. What is your dilemma, Mr. Markham?

A. We've been involved with Amoco -- We're involved
with Amoco right here in Dakota wells and in some Fruitland
sand in the area.

The communication is not good with Amoco.

They're nice -- Everybody's nice people, but you can't get
an answer to anything. You get these oddball charges
showing up on your bills, some of them just gigantic, and
you try to find somebody to explain to you what they are,
and it may take two months, literally, to get a response.
And it can -- You can have seven or eight things going on
at one time, and none of them resolved.

They start charging you plugging costs before
you've ever signed an AFE to plug a well. They charge you
overhead when a well is not being produced. It just hasn't
been good for us.

Q. If Richardson is awarded the right to operate
these wells, either both or one of them, what decision
would you make if Richardson operated?

A. I think we would -- I think we would participate.

MR. KELLAHIN: Thank you, Mr. Examiner.

EXAMINER STOGNER: Mr. Kellahin.

Mr. Carr?

MR. CARR: We don't have any questions of this

witness.

STEVEN T. BRENNER, CCR
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EXAMINER STOGNER: -I dpn't have any questions of

Mr. Markham myself,

At thisy

At this

I believe.
time -- Yom may be excused.
time -~

MR. KELLAHIN: That,copcludes our presentation.

EXAMINER STOGNER: .~- if there are any recall of

any witnesses at this time?

MR.

CARR:

No, sir,:

EXAMINE% STOGNER: ;So are we ready for closing

statements?

MR. KELLAHIN:

There are a few points I'd like to

raise with you, Mr. Examiner; and I will attempt to be as

concise as I can.

I would

|

appreciate the opportunity to prepare a

draft order for y¢u so that thosg matters that I do not

discuss with you Iow, I can make reference to in a proposed

order, and then y

you.

u can decide if they are of importance to

Mr. Carr and I have done hundreds of cases before

you, Mr.

lot of times thes

Examiner; and it'siﬁpw pushing six o'clock, and a

pooling cgses!fall into a common pattern

where you can maké some decision$ just by following a set

of pegs to hit with your hammer.

And som

things are equal 3

rtimes it'sﬁapptopriate to simply say all

and the party with the greatest interest

STEVEN T.! BRENNER, CCR
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ought to operate for no other reason than they perhaps have
the greatest amount of dollars at risk. We've talked about
this on numerous occasions.

And every so often, we have a case like this.
And these cases are hard because they represent an effort
by a majority working interest owner to do as little as
possible in order to force-pool parties that don't want to
be in their proposal. And that's what occurred here, Mr.
Examiner.

Amoco is sleepwalking through the process. They
have a majority interest, they send us a routine letter,
which is not a request "> participate, it's an ultimatum.
They tell us that this is going to be under their terms,
and if we don't, they're going to force-pool us.

Now, letters are hardly exchanged, and Mr.
Hawkins is busy filing a pooling Application. And what he
seeks to do is something that's not appropriate in this
area. He's ahead of his project. He forgets to ask to
pool the coal. It's included in his Application, but his
land person never proposed it.

And you and Mr. Carr and I have argued a number
of cases where it mattered to you that a proposal by an
Applicant was different than the relief requested.

In this case, they -- Amoco had proposed two

stand-alone PC wells, and yet they filed a pooling

STEVEN T. BRENNER, CCR
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application for ajdownhole cémmi£gled PC-Fruitland Coal
well.
Those little differences matter.
It matters that Amoco @idn't think to file for
downhole commingling. It indicaﬁes a disregard for being
thorough and éomplete. | |

Look at the AFE prQCesé that they went through.

It again was sleepwalking th#oug# the process. Compare
that AFE to the AFEs, the hundreés that you've seen, and
how careful most ¢f those are. E

We asked a number of q@estions of importance
about how that was put together. And the question you
should have is the same question%I have, is, Where is Mr.
Grotke? Where is he? This is his project, his deal, his
representation that he neededifiée wells to be economic.

And who [comes to testify? It is not Mr. Grotke.

What we /do here, tﬁaugﬂ, is, Amoco sends Mr.
Hawkins down here |to descriqua %cience project. He wants
to use slimhole tdchnology with %ome kind of coiled tubing,
with my investors' money, toihelﬁ then with their science
project. They haven't done one df these in the San Juan
Basin, and they want us to hqlp pay for their science
project.

I suspedt Amoco's got i hundred-percent acreage

position somewhere in the PC thaﬁ they can go through this

i

T

STEVEN T. BRENNER, CCR
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project on their dollars and not ours.

The little guy matters.

And we have shown you a difference in the AFE
costs in comparison to ultimate recoveries.

Dana has presented to you a thorough analysis,
and I hope you will look at it again. She's shown you a
differential by which the producing life of these wells can
be extended at least four more years, with cost-efficient
operation by my client.

It's easy for you to simply go down the checklist
and say Amoco's got the bigger interest and let them
operate. We think that is not the appropriate answer in
this case. There are other ways for Amoco to go about
their project.

I believe it's of significance to allow Mr.
Richardson to operate this when he already has developed
the other half of this section and where you have to go six
miles away to find a PC well that Amoco has proposed.

There in fact are a number of things that are not
of significance.

There is no significant difference in overhead
rates.

There is no dispute about where to put the wells.
Amoco has adopted our plan to commingle one of them. They

realized very quickly that that was a good idea and adopted

STEVEN T. BRENNER, CCR
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what we wanted to
proposing that.

What we
pooled by Amoco.

The las
penalty?

I think
not cost plus 150
interest owners i
Why mak
for one formation
any sense.

Award u
because we have d
downhole commingl
complete and thor

Amoco,
a five-well packa
that's far in exc
single well.

We may
guy needs a turn.

Thank y

EXAMINE

Mr. Car

do, and we pught to get credit for

ought not to do is be penalized by being
Small things matter.
t point: What to do about the risk factor

'Mr. Richardson!s idea was just fine. Why

percent? That?s a level field for both
)} both pools. Let's use that.
it complicated by making it 200 percent

rand 156 foxithé other? It doesn't make

3 credit and.an;opportunity to operate

one a thorough 3ob, we brought you the

ing presentqtioﬁ and have made that a

agugh presenﬂatién.

despite itszeffért to economically provide
ge, has provided to you a well proposal

gss of what Richardson can do with a
be the little guy, but maybe the little

qu.
R STOGNER: Mr. |Kellahin.

n? : !

STEVEN T. .BRENNER, CCR
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MR. CARR: May it please the Examiner, I would
agree with Mr. Kellahin that over the years we've been
before you many times with opposing compulsory pooling
applications.

What you can always count on when we come before
you is, the person who doesn't have the evidence
immediately starts trying to characterize the case as
unique and something that you can't deal with by just
hitting the pegs with a hammer and determining who should
actually prevail.

You know better than any of us, Mr. Stogner, that
now we're looking at a number of proposed compulsory
pooling applications. They're coming into the 0il
Commission daily.

And to deal with this, by a memorandum dated
April the 5th, 1995, this month, the Division has defined
what is considered relevant and pertinent evidence, and
that which is considered irrelevant and unnecessary
evidence. These are the pegs, these are the pegs that we
can hit. We can show you why, with relevant and pertinent
evidence, Amoco should prevail.

The question here, Mr. Stogner, is, Who should
operate this well? Both parties want to do that. And the
place you start, if we follow this Division's memorandum,

is, we take a look at the ownership.

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

In the northwest qﬁartér, Amoco has 83.38 percent
of the working interest. In the|southwest quarter, on a
stand-alone basisjwe would have 50 percent, but in a west-
half unit we 67 percent. So on that basis alone we can hit
the peg.

If we lpok at théwestihalf, we see although Mr.
Richardson is operating in the e#st half of the section, we
have two Dakota weélls in the:Wes# half. They have nothing
there, and they want to comegandédrill two additional wells
on well pads that|we have prewioﬁsly prepared.

The other thing --%Theénext peg that they in your
memo suggest you ghould look at is, Who actually proposed

the well?

Well, w

can see that there were negotiations
about exchanging property intereéts several years ago. But
because of litigation and in$tru#tions from their counsel,
they went silent until we actualiy proposed the well in
February'of this year. k
And that is what started the process which has
brought us here t¢day. We submit to you on that front we
also hit the peg. |

I agree with Mr. Kellahin that overhead and

administrative cogts are really bot an issue, that the
actual well locations are no; re@lly an issue. And I

submit that when you take ailook;at the evidence, you're

-
1 T

STEVEN T, BRENNER, CCR
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going to find that the differences in cost are really not
an issue.

And what I'm suggesting there is, if you look at
the exhibits that were presented by Mr. Hawkins and you
take out compression, if you normalize stimulation costs as
we have suggested will be done and told you will be done,
and if you adjust the contingencies, you see the
differences are not, in fact, significant.

We submit to you that when you apply the
standards that this Division has announced, if you apply
relevant, pertinent evidence to the issues before you, you
come out on Amoco's side.

On the other hand, you can look at what
Richardson did, and we can look at what is considered
irrelevant or unnecessary evidence. And they talk about
the operator's ability to drill a well or ability to
produce and operate a well, previous disagreements with us.
But those you have already defined as irrelevant.

We submit when you take the evidence presented,
when you apply it to the standards announced by this
Division, you will grant the Application of Amoco and that
we will go forward and develop this acreage in a prudent
and responsible fashion.

EXAMINER STOGNER: Thank you, Mr. Carr.

What's the date of the memorandum, Mr. Carr?

STEVEN T. BRENNER, CCR
(505) 989-9317
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R: And both. Yes, and yes.
EXAMINER STOGNER: Is hy name on there anywhere?

: No, it was just -- It was just by

: Thank you, Mr. Examiner.

EXAMINER STOGNER: ~-- fin this matter.

Mr. Kellahin, I believe you are aware of the
memorandum that he was referring; to?

MR. KELLAHIN: Yes,isi?.

EXAMINER STOGNER: iI'm@going to request that both
parties give me a| rough draft, ptobably -- What? Two rough
drafts?

MR. KELLAHIN: I'miassuming Mr. Carr will not

agree with my draft.

EXAMINER STOGNER: Well, what I meant is, two

rough drafts for each particular acreage --

Correct.
MR. KELLAHIN: Yes, sir.
EXAMINER STOGNER: =-- as opposed to one for all

the acreage --

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

later.

later?

MR. CARR: Right.
EXAMINER STOGNER: -- if that makes sense.

MR. CARR: It does.

EXAMINER STOGNER: I'll let you guys set the time

MR. KELLAHIN: Okay.

EXAMINER STOGNER: You can get back with me

MR. KELLAHIN: May we discuss it and let you know

EXAMINER STOGNER: That will be fine.

MR. KELLAHIN: All right, sir.

And with that, if there's nothing further in any

of these cases, at this time I'll take them under

advisement.

5:53 p.m.)

(Thereupon, these proceedings were concluded at

I do hereby certify that the foregoing Is
a compleie rezord of the proceedings In

the Examiner hearing of Case Nos. /243, 249, //2?{

heard by rie on 20 4., 19

~

Oil Conservation ivision

VL 24g 7

STEVEN T. BRENNER, CCR
(505) 989-9317
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Application for Compulsory Pooling

Burnham Gas Com ‘A’ #1 Well, NW/4 Section 12, T29N-R13W
Burnham Gas Com ‘B’ #1 Well, SW/4 Section 12, T29N-R13W
Basin Fruitland Coal Pool

Undesignated - West Kutz Pictured Cliffs Pool

San Juan County, New Mexico




rSouthern
" Rockies [ A
U T
March 9, 1995 Business—
: 1N

Unit 1%

Mr. William J. LeMay, Director

New Mexico Qil Conservation Division
2040 S. Pacheco Street

P.O. Box 6429

Santa Fe, NM 87505

Application For Compulsory Pooling

W/2 Section 12-T29N-R13W

Basin Fruitland Coal Pool

NW/4 Section 12-T29N-R13W and

SW/4 Section 12-T29N-R13W
Undesignated-West Kutz Pictured Cliffs Pool
San Juan County, New Mexico

Amoco Production Company hereby makes application for compulsory pooling all
mineral interests from the surface to the base of the Pictured Cliffs formation underlying the
W/2 of Section 12, T29N-R13W in the following manner: the W/2 thereby forming a standard
320 acre gas spacing and proration unit for the Basin Fruitland Coal Pool to be dedicated to
the Burnham Gas Com /B/ #1 Well to be drilled at a standard location in the SW/4; the SW/4
thereby forming a standard 160 acre gas spacing and proration unit for the Undesignated-West
Kutz Pictured Cliffs Pool also to be dedicated to the Burnham Gas Com /B/ #1 Well to be
drilled at a standard location in the SW/4; and the NW/4 thereby forming a standard 160 acre
gas spacing and proration unit for the Undesignated-West Kutz Pictured Cliffs Pool to be
dedicated to the Burnham Gas Com /A/ #1 Well to be drilled at a standard location in the
NW/4.

In support of this application, Amoco states that it is the owner of majority of the
working interest in the Basin Fruitland Coal and Undesignated-West Kutz Pictured Cliffs Pools
in the W/2 of Section 12, T29N-R13W and should be named operator of the above referenced
wells. The hearing should also consider cost of drilling and completing said wells and
allocation of such costs as well as actual operating costs and charges for supervision and a
charge for risk involved in drilling said wells.

A copy of this application will be submitted to the owners of uncommitted leasehold
interests by certified mail. Amoco respectfully requests that this application be set for hearing
onythe April 6, 1995 docket.

J. W. Hawkins

cc: Julie Jenkins



- Rosalind Redfern
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The Estate of John J. Redfern, Jr.

c/o John J. Redfern II1, Independent Executor
P. O. Box 50896

Midland, TX 79710-0896

Kerr-McGee Corporation
P. O. Box 25861
Oklahoma City, OK 73125-0861

Roderick Allen Markham
1500 Broadway, Suite 1212
Lubbock, TX 79401-3192

Manon Markham McMullen
2200 Berkeley
Wichita Falls, TX 76308

Richardson Production Company
1700 Lincoln, Suite 1700
Denver, CO 80203

Estate of John J. Christmann, deceased
¢/o Christmann Mineral Company
1500 Broadway, Suite 800

Lubbock, TX 79401-3104
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ADDRESSEE
Burnham Gas Co

~ Rosalind Redfern

P. 0. Box 2127
Midland, TX 79702-2127

The Estate of John J. Redfern, Jr.

c/o John J. Redfern III, Independent Executor
P. O. Box 50896

Midland, TX 79710-0896

Kerr-McGee Corporation
P. O. Box 25861
Oklahoma City, OK 73125-0861

Jack Markham
1500 Broadway, Suite 1212
Lubbock, TX 79401-3192

Richardson Production Company
1700 Lincoln, Suite 1700
Denver, CO 80203

Estate of John J. Christmann, deceased
c/o Christmann Mineral Company
1500 Broadway, Suite 800

Lubbock, TX 79401-3104

f -



.g SENDER: ] . S

‘v’ #. Complete items 1 and/or 2 for additional urvlcn | also wish to receive the
;:‘. (,.' Complete items 3, and 48 & b, el WA < - | following services (for an extra Q
= .o Print your name and eddreu on the revene of thn form eo that we can fee) ; 2
‘éw .return this cerd to you. i N 2
: o Attach this form to the front of the mmlprece er on the back it lpace ., 1 ) Addressee’s Address : 8

; does not permit. v ’ 8.
28 - Write ’Retum Receipt Requested" enthemenlpleee belowtheamch number 2
.f"' ol The Flctum Receipt will show to whom the arncle was dolrvered end the date 2 L) Restricted Dellvery ’ 8

gidonvmd Consult postmaster for fee. @
:}-83 Artlr:le Addressed to ’ L eEs T e _4@_ Article Number ‘:::
%8y Rosolind Redfern e P R P I I T “1 5
“Eq P.0Box 2127 = ‘[i__l]: Service Type o 2
‘81 Midiend, Tx 797022127 . Registered Insured o
‘! : Kl Ceriified - [JcoD £
3] : O Express Mail [ Return Receipt for- . 5
4 : l Merchandlse : 5
’ g i £ 7. Date of Delivery -
. e S L . -3
,_< Vo b o —— . ; 3
;E 5..v;Signature'(Addressee) - ‘ 8. Addressee’s Address (Only if requested x
; NEY . 1 andfeelspard) s

= £

" b
i85

o

*°"“ 33“. .‘??°,°mw HESAH ‘;'?5—5"0-' je37352714 . DOMESTIC RETURN RECEIPT .

'\.

@ - - R -
.\'-?, . Compme items 1 and/or 2 for eddmonal servrees s oo | also wish to receive the
@ ;2. Complete items 3, and 4a & b. ¥ - R following services (for an extra @

2.  Print your name and eddrm on the reverse of thrs form so r.hat we ‘cen - f ) 2
i g return this card to you. ee E
@ e Attach this form to the front of the ma«lpwca. or on the back rt spece . O Addressee’s Address 2

; does not permit. [ ‘2
gz ® - Write? RetumRece-ptRequested‘ onthemallprecabelowthe rich be a
: ¢ ' The Return Receipt will show t0 whomtheamele was dellvere: andat?r:r:at: &, D Restricted Dehvery ®

. § gelivered: Comelilt postmaster for fee. °
-g 3 Amcle Addressed to: Sk . 4a. Article Number - &
85 - lz 2% 2 ! g
-3 The Estate of John J. REdfern, Jr. - 2, ,&% o) DA 11 3
~E' cloJ. ). Redfer IIl, Ind. Exec. | B mecnice tvPe &
8 P.O. Box 50896 ) : Registered 0O tnsured
A Midiand, TX 79710-0896 Cerified L) COD £
o ldiand, - 0O Express Mail [J Return Receipt for 3
g Merchandise -
a 7. Date of DetyerP () T8
e I . — A 2
‘&l 5. S nature {Addressee) N 8.‘Addressee s Address (Only if requested x
=B ) . and fee is paid) -
- £
c 6 Siapasde gl T T 1 AL =
;W- E i i adn iy TH N |
+3° _ g
Yo P§,F°fm 3817, Decomber 1991 . ¥US.GPo: wo—52714. - DOMESTIC RETURN RECEIPT .-

SENDER
-, Complete hoc‘ns“! 1ndlor 2 Ior eddmonal ner\ncea y

‘s’ Complete items 3, and 48 & b.. . :

‘e . Print your-name. and address on the revem of thrs form 50 thn we can
" return this card to you. -

e Attach this form 1o the from of the mmlpaece, or on the beck if space )
does not permit.

R,

v -

Tel The Retum Receipt will show to whom the amcle was delivered and the date

‘e Write “Return Receipt R 4" on the mailpiece below the article number |

| also wish to’ receive the'-
following services {for an extra
fee) ' .
. O Addressee’s Address .

2. [ Restricted Delivery’ ...

dehvmd - - Consult postmaster for fee
3.  Article Addressed to: - ..o 7| 4a. Article Number _
7 Kerr-McGee Corporation a9 ann WD
i " | 4b.. Service Type . ,
P.0. Box 25861 i D Regrstered > L

Oklahoma City, OK 73125-0861

:0 Return 9
"D Me)chandise

UR ADDREss ébnipieiéd 66‘1}\0 reirers_e’_slderi

5 Slgnature (Addressee)

T-W&GEQ‘?WZ)‘«

i DDMESTlC RETURN RECEIPT

Th'ank you for using _‘Ratur‘n Receipt Sarvice.

21



N

Lubbock, TX 79401-3104

O Express wﬁ [J Return Receipt for

Merchandise -

2 SENDER: . " - o o
% * Complete ltoms i1 and/or 2 for addmonal servicesi!i. i i 1 fii I jalso wish ;to, }'ece‘ve‘ the -
‘@ . Complete items’3, and de & b. | i i iiii i3} iii followmg Services’ {for :an extra
. ®..e. Print your name and address on the reverse of this form 80 that we can fee)
:,g return this card to you, .
"+ Atach this form to the front of the mmlpbco, or on the back H tpaco : . [0 Addressee’s Address :
: .does not permit. * LT
‘£ -.®_Write “Return Receipt Requested” on the maﬂpleco below tho smcle number ; VErY .
..,._"’k *“The Retum Receipt will show to whom the amcle wu delaveted and tho date 2. D Restricted Dehve'y
:g ‘delivered. - Consult postmaster for fee.
k-3 Artlcle Addressed to: - 15 Lo o 4a. Article Number
~Estate of John J. Christmann, deceased Z 3R% S0z 1 Lp
c/o Christmann Mineral Company¥ : ‘l‘__’]’ Rsef;’t':ree;rype O insured
dway, Suite 800 ' °s
1500 Broadway, Certified O cop

4
1

7. Date of Delivery _—

/725

5 Sngnature (Addxlsge))

6 Sngnature (Agent) : § % :

8.. Addressee’s Address (Only if requested
and fee is paid)

Thank you for using Return Receipt Saivlca.

;your newnn "Aonness gémiiiot_é

P§ Form 331 1, December 1991. #U.S.GPO: 1993352714 . DOMESTIC RETURN RECEIPT

Thank you for using Return Receipt Service. .

N
‘s SENDER: - ) )

& * Compiete items 1 md/oeror uddmonal semcu 1 also wish to receive the

@ * Complete items 3, and 45 & b. ' following services (for an extra
'@ -e Print your name and address on the reverse of this form so that we can | faq):

‘@ retum this card to you. :

. 3 e Attach this form to the front of the manlpaece, or on the back if space 1. [0 Addressee’s Address

: ; does nat permit. .

-® Write ""Retum Receipt Req d’’ on the mailpiece below the articie number] : H

5 * The Return Receipt will show to whom the articie was delivered and the date 2. D Restricted Delivery

-5 delivered. . Consult postmaster for fee.
'-g 3. Article Addressed to: E 4a. Article Number

::_ ¢ Richardson Production Company il ARV A O Q_ 1 1, |

i incoln, Suite 1700 [ 4b. Service Type

§ ; g:ﬁ,é;mco ’80203 d0 %@tered O Insured

o ’ Cartified 0 cop

@ O eli¥ess Mait O Return Receipt for
(<K ercl andlse

ol 7. Date of Delivery 7

ol 4 . y

qH—— - am)
: E 5. .Signature (Addressee) 8. Addressee’s Address {Only if requested
= IR and fee is pald)

T —

[ SN N
i3 P 11, December 1991 #US.GPO:19—352714  DOMESTIC RETURN RECEIPT -

e et

ant your name und lddl’.ll on tbe mva;u of thls form so that a can
return this card to you. i

* Attach this form to thc from of the madpioce, or on the back if spaco

1 also wish to receive the '

following services (for an extra
fe_e): .
1. [0 Addressee’s Address

2. [J Restricted Delivery _
Consuit postmaster for fee.

4a _Article Number

Manon Markham McMullen %: 2 S:)Dgph'r 300 Y4
‘ . ‘Sarvice Type
2200 Berkeley ! {7 Registered -0 Insured

Wichita Falls, TX 76308

v ;(Cenified . DOcop
0O Express Mail - [J Return Recelpt _for

Merchandise

| 7. Date of Dehvery q e

- Thank you for uslng Return Recelpt Service. .-

)
i'

< efijien 8l

B P s aR

: E y 8. ﬂddressee s Addresﬁnly if requested
s and fee is paid)
e |

- .2 M

x|, 9. Signeture\yigent fH P

2~ 1 il - il

<

>PS Form §ﬁ December 1991 | BUS, GPO: 1990362714 DOMESTIC RETURN RECEIPT

"7




SENDER

Complete items 1 and/or 2 tor additional servncas .

: Compilete items 3, snd 4a & b.

?3 Print your name and address on the teverse of th«s form 30 that we can.
,,:0 eturn this card to you.
Attach this form to the front of the manlpmca, or on the back it aptce

loes not permit.

Wmo !’Return Receipt Requosu@ onthe mallp»ace below the amde number
> The Retum Receipt w:ll show’lo hom the article was delivered and the date

Ly | also wish to raceive the .
+ =2 | following services (for an extra
fee) ) '

. O Addressee s Address

2. [0 Restricted Dehvery
Consult postmaster for fes.

Rodenck A. Markham )
1500 Broadway, Suite 1212
Lubbock TX 79401-3192

I"4b, Service Type

rticle Number

U Registered [ Insured
Certified O coo

a Express M‘{\ [0 Return Receipt for
Merchandise

7 Date of Dehvery
/725

8. Addressee s Address {Only if requested
P and fee is paid)

" Thank ydu for usli'i:g' ;RO(U;;‘I': Recdlptlsef“,jco-’:"_. .

DOMESTIC RETURN RECEIPT .




o, Complete items 1 andior 2 for eddmonal eervrr:n
 .Complete items 3, and 4a & b.
- Print your name and address on the revers of thls forrn 80 thet wi cen
etum this card to you.
¢e ‘Attach this form to the 1rom of the mmlpcece,
does not permit.
'® Write ‘"Return Receipt Requested‘ﬁon the marlpnoe below the article number

- ‘The Return Receipt will :how to whom the amcle wea delivered end the date
* delivered.

SENDER

or on the beck rf spece -

- 1. also. wish to recerve thew

followrng servrces {for an extra
fee) L

D Addressee s Address

2. [ Restricted Dehvery
Consult postmaster for fee

3 Amcle Addressed to:

4a ‘Article Number

29% Ana | u&

7 Kerr-McGee ‘Corporation ,

i “[Z4b. Service Type

j P.O. Box 25861 4 Registered I Insured
i Oklahoma City, OK 73125-0861 ﬂ.certiﬁed

O Express

‘ 7. Date overy MAR

X

i 1. | B.- Addre
andf

] ;1,‘1-:-,;—:; u u

Thank you for using Return Recelpt Servld'e"_.‘_

®s Add Only if re Jested
is peld) #M
L:JOJ .

ﬁU.S. GPO’ 1993—352-714

Is'your gewm\r ADDRESS ‘i;émpié'ta'd on the réﬁr‘s&?’;ms

.. DOMESTIC RETURN RECEIPT

Complete:items™ 1 and/or 2 for eddmonal servnces . : .
Complete items 3, and 4a & b. N Tl
Print your name and address on the reverse of thrs form so that we can
. retum this card t0 you. : v - 1.
"e Attach this form to the front of the merlpoece, or on the back |f space =
does not permit. - -
‘e -o"'Write *Retum Receipt Requested on the merlprece below the article number
e *"The Return Recerpt will show to whom the articie was dehvered end the date

’rér;ar‘u ‘side?

h

st [J Addressee’s Address
Y

. £ delivered.

| also wish to receive the
following services (for an extra
fee)

2.0 Restricted Delivery
Consult postmaster for fae.

The Estale of John J. REdfern r.

4a.. Article Number

c/o John J. Redfern I, Ind. Exec.
O. Box:50896
idland; TX 79710-0896

P.
M

Z 3R 3pa |} lo. Q-
4b Service Type
3 Registered O insurea

E\Cemﬂed
: O express Mait

O coo

Merchandise

[ Return Recerpt for

7. Dateofbem 20‘%

; £ ::

fr.. _.i.

8. Addressee’s Address {Only rf requested
ind fee is pald)

im iR

. -.f"fj‘Th'ank youfor'usvlng ‘Return Receipt Service.

‘ ., 3811 December 1991 * USEPO.; 1992w-sao - DOMESTIC RETURN RECEIPT‘E—

ms 1 sndior 2 for additional urvlces L ,
Complm items 3, and 4a & b.
“e Print your name and eddren on the reverse of this form 80 thet we cen
" return this card to you., :
*- Attach this form to the rront of the nmlprece, or on the beck If spece
d oes.not permit. -
* Write “*Retum Recerpt Requemd" onthe mailpnece below the lrucle number
The Retum Recerpt will show to whom the emde was delrvered end the dete

| elso wish to- receive the
following services (for an extra
fee):

. 1. [0 Addressee’s Address

"2, El Restncted Dehvery

pleted ontho"reverse slde?

. deliverad. Consult postmaster for fee
3., Amcle Addressed to: - ; : ,4e “Article Number © l q
Rosalind Redfern Z2%% 303 lD

4b. Service Type L

Merchandise

[
g PO Box 2127 P O Registered O tnsured
Midland, TX 797022127 " | Rconified - Dcop
' | O express Mail ~ [J Return Receipt for

S T Dete of Dellvery

170

8. Addressee s Address (Only lf requested
. and fee ls pa:d)

_;Thank you for' dsind ,'Rettlrm Recelr‘)t”Servlce.-,.., e

: ,|§ ieiir"ﬁﬁﬁniv' ADDRESS com

PS-Form 381) De.cember 199_1 “* US.GP.O. : 1802:307-630:° ‘DOMESTIC RETURN RECEIPT




SENDER:

s Complete items 1 and/or 2 for additiona! services. I also wish to receive the

s Complete items 3, and 4a & b. following services (for an extra
* Print your name and address on the reverse of this form so that we can fee):
return this card to you. eel:

¢ Attach this form to the front of the mailpiece, or on the back if space 1. (O Addressee’s Address
does not parmit.

*+ Write “Retum Receipt Requested' on the mailpiece below the article number,

* The Return Receipt will show to whom the article was delivered and the date 2.0 Restricted Delivery

delivered. Consult postmaster for fee.
3. Article Addressed to: 4a. Article Number
Jack Markham < ‘55?6 @DQ \ 0
. 4b. Service Type
1500 Broadw.'_sy, Suite 1212 Registered O insured
Lubbock, TX -79401-3192 Certified ] cop
Express Mail [ R«Zty;r?aggcszm for
1

7. Date of Dellvery

V75—

8. Addressgé’{Address {Only if requested
and fee is paid)

STURN ADDRESS completed on the reverse side?

Thank you for using Return Receipt Service.

Is your R

PS Form 3811, December 1991  #US.GPO: 1983—352714  DOMESTIC RETUVRN RECEIPT

SEND.ERM,M1 dlor 2 for additional services. | also wish to receive the

* Complete items 3, and 4a & b. following services {for an extra
e Print your name and address on the reverse of this form so that we can fee):

return this card to you. . ,
e Attach this form to the front of the mailpiece, or on the back if space | 1. [J Addressee’s Address
does not permit.
* Write “‘Return Receipt Requested’’ on the mailpiece below the article number.] 2. D Restricted Delivery
« The Retum Receipt will show to whom the article was delivered and the date

delivered. Consult postmaster for fee.
3. Article Addressed to: 4a. Article Number
Richardson Production Company 7 Y% B~ 1M1
1700 Lincoln, Suite 1700 4b, Service Type

Denver, CO 80203 CliRegistered O tnsured

Thank you for using Return Receipt Service.

W Certified O cop
- ; Return Receipt for
O express Mail meturn Rece!
7. Date of Deliver
5. Signature (Addressee) 8. Addressee’s Address {Only if requested
and fee is paid)
(N N
6. Signatyreia y)/
J N ) /

Is your RETURN ADDRESS completed on the reverse slde?

PS korm 3811, December, 1991 | ;#Us.GPo: 19352714 DOMESTIC RETURN RECEIPT

SENDER:

o Complete items 1: and/or 2 for addmonal serwce o
» Complete items 3, and 4a & b.: : :

: -1 -also: wish to "receive the

Pi following services {for an extra
e Print your name and address on the reverse of thls form so that we can | fea).
return this card to you. .

e Attach this form to the front of the mailpiece, or on the back if space 1. [J Addressee’s Address
does not permit.

* Write “’Return Receipt Requested'’ on the mailpiece below the article number. 2 D Restricted Deliver
* The Return Receipt will show to whom the articie was delivered and the date : Y
delivered. Consult postmaster for fee.

3. Article Addressed to: . 4a. Article Number

Z B Any 1kl

4b. Service Type

Estateof John J. Christmann, deceased ‘

c/o Cliristmann Mineral Company (O Registered O Insured
15088Bcoadway, Suite 800 M Certified ] cop
Lubbegk, TX 79401-3104 O express Mail [J Return Receipt for

Merchandise

BoclN e [T o

5. Signature (Addiesgeé)s 8. Addpessee’s Address (Only if requested

and ‘né is paid)
6. Signature (Agent) é, W/

- PSiForm 3811, December 1991 1| #Us;GR0 19652716 DOMESTIC RETURN RECEIPT

Thank you for using Return Receipt Service.

RETURN ADDRESS completed on the reverse slde?

|§V&ur



—————
~

Dsiriet § - State of New Mexico orm C-102
PO Bax 1910, Hubba, NM 82241-1980 Eaergy. Mincralt & Natursl Resnurces Department Revised Febmnry 21, 1994
Dletrlet 11 Instructi hack
PO Drawer DU, Artesla, NM 88211-0719 OIL CONSERVATION DIVISION Submit to AI’I""!':J“‘e :)::l'::f-:nml"::e
Déstrbet 110 PO Box 2088 State Leuse - 4 Copien
::'ﬂ:"':""' Rd., Astee. NM 07419 Santa Fe, NM 87504-2088 Fee Leass - 3 Copics
PO Bex 2088, Senta Fe, NM 875042008 . - - o oo mem— &MENDED REPORT
WELL LOCATION AND ACREAGE DEDICAT[ON PLAT .
"APU Number ! Pool Cade [ " Pont Name
* Property Code ' Pruperty Name * Well Number
NW 12-29-13 PC
' OGRID Ne, ! Operatar Neme ? Flevation
AMOCO PRODUCTION COMPANY 5358
'* Surface Location
ULeorlet wo. | Sectlon | Towaship | Range Lot ldn Feet from the North/Sauth line Feet from the Eas/West Bue County
E 12 129N H3IW 1450 NORTH 1520 WEST SAN JUA
"' Bottom Hole Location If Different From Surface -
UL erlot we. | Section | Township | Range Lot Ida Feet from tbe Neorth/Seuth line Feet from the East/West Ene County
" Dedleated Acres| ¥ Jolat or Infill | ** Consolidation Cede | ** Order No.

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED
OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

" OPERATOR CERTIFICATION]}

1 hereby certify that the informanion conteined herein ls i
trwe and complete 10 the best of my knowledge and belief §

Signsture

Printed Name

Thie

Date

""SURVEYOR CERTIFICATION

1 Rereby certify shat the well locetion shown on this plat
was plotied from feld notes of actual surveys made by me
or under my supervision, nlhnhu-uh true and
correct 10 the best of my bell

November l 1994

Date of Survey




Exhibit "A"

Attached to and made a part of that certain Operating Agreement dated January 15, 1995 between Amoco

%‘

& Wichita Falls, TX 76308 —

Production Company, as Operator, and Rosalind Redfern, et al, as non-Opcrators.

LANDS SUBJECT TO OPERATING AGREEMENT

Township 29 North, Range 13 West

Section 12} S
\—:-// : -

RESTRICTIONS AS TO DEPTHS OR FORMATIONS

Limited in depth to the Pictured Cliffs formation.

ADDRESSES AND PERCENTAGE INTEREST OF PARTIES TO THIS Aig\R!_gEMENT:

1

Amoco Production Company 5 83.38125% %
P. 0. Box 800 \_ 7
Denver, CO 80201 . .

Rosalind Redfern 1.73438%
P. 0. Box 2127
Midland, TX 79702

The Estate of John J. Redfern, Jr. 2.64896%
c/o John J. Redfern 111, Independent Executor

P. O. Box 46

Midland, TX 79702

Flag-Redfern Oil Company 1.15625%
P. O. Box 11050
Midland, TX 79702

Robert AI‘C"% 2.07734%
1500 Broadway,

Lubbock, TX 79401

Manon Markhain McMullen 2.07734%
2200 Berkeley

Richardson Production Company \ b 2.76979%
1700 Lincoln, Suite 1700 . e
Denver, CO 80203 [

Estale of John J, Christmann, deceased 4.15469%
c/o Christmann Mineral Company

1500 Broadway, Suite 800

Lubbock, TX 79407

100.00000%



ettt 1 State of New Mexico Form C-102

PO Bex (980, lubbs, NM 582411930 Esergy, Mincrals & Natural Roswurces Department Revised February 21, 1994
Dletriet §f : Instructions on buck
PO Drawer DD, Arteala, NM 352114719 OIL CONSERVATION DIVISION Subinit to Appropriate District Oftice
- District 111 - PO Box 2088 State Leuse - 4 Copien
ot Ml B R, Asc, NM 741 © Santa Fe, NM 87504-2088 Fee Lense - 3 Copics
PO Bex 2003, Santa Fe, NM 37504-2088 : ] AMENDED REPORT
WELL LOCATION AND ACREAGE DEDICATION PLAT
" APl Nember * Peel Code ' Paul Name
. * Pruperty Code ! Preperty Name * Well Number
: BURNHAM G.C. B # 1
. OGRID Ne. ! Operatar Name ~ ¢ Elevatlen
AMOCO PRODUCTION COMPANY 5476
'* Surface Location
ULerlot me. | Secllon | Towashlp | Raage Lot lda Feet fram the North/Seuih Bae Feet from the Easl/West Bae Coualy
M 12| 29 N| 13 850 SOUTH 1190 | WEST SAN JUAN
! Bottom Hole Location If Different From Surface
UL oriet ne. | Section | Towamsblp | Ramge Lot ldn Feet from the Nerth/Seuth line Feet froe the East/West line Cousty

Y Dedicated Acres| © Jolnt or lafill | * Consolidation Code } ** Order Ne.

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED
ARD UNIT HAS BEEN APPROVED BY THE DIVISION

'" OPERATOR CERTIFICATION

1 hereby certify that the informadion conseined herein is
true and complese 10 the best of my knowledge and belief

Signeture

Printed Name

Title

Date

"SURVEYOR CERTIFICATION

1 Aereby certlfy that the well locasion shown on ihis plat
was plotied from fleld notes of actual surveys made by me
o under my supervision, and that the same ls irue and
correct 1o the best of my belief.

March |

Date of Survey

Siganure and ((*rap VA 4




Exhibit "A""
Attached to and made a part of that certain Operating Agreement dated February 1, 1995 between Amoco
Production Company, as Operator, and Rosalind Redfern, et al, as non-Operators.

L LANDS SUBJECT TO OPERATING AGREEMENT
T ip 29 North, Ranpe 13 West

Section 12: W/2 as to Fruitland Coal
Section 12: SW/4 as (o Pictured Cliffs

L RESTRICTIONS AS TQ DEPT R FORMATIONS

Limited in depth to the Pictured Cliffs and Fruitland Coal formations.

L ADDRESSES AND PERCENTAGE INTEREST OF PARTIES TO THIS AGREEMENT:

| Pictured Fruitland
C’Hﬁ" Co.! I T
; SWi4 W
! .
~ J‘mm' [ so000% T 66.69062%
P. 0. Box 800 ; i A\
Denver, CO 80201 N - N—
R — ", \____ .
_/ Rosalind Redfern 6.250% 3.29648%
. O. Box 2127
idiand, TX 79702
The Estate of John J. Redfern, Jr. 6.250% 5.60888%
c/o John J. Redfern 111, Independent Executor
P. O. Box 50896
| Midland, TX 79702
/ Kerr-McGee Corp. 4.167% 2.19678%

. P.0.Box 25861
/ Oklahoma City, OK 73125
V

Jack G%m_gl‘ 12.500% 6.25000%
+ 1500 Broadway

Lubbock, TX 79401 JE—
—— T T T ’ -
‘7 Richardson Production Company )

| 1700 Lincoln, Suite 1700

| Denver, CO 80203 ‘

i \\ . \\\\__’_w’/

|/ Estate of John J. Christmann, deceased 12.500% 8.32737%
c/o Christmann Mineral Company

1500 Broadway, Suite 800

Lubbock, TX 79407

Mano;%McMuﬂen 0.000% 1.03869%
* 2200 ey
Wichita Falls, TX 76308

 8.333% o 555249%

Roderick Allen Markham 0.000% 1.03869%
1500 Broadway, Suite 1212
Lubbock, TX 79401

100.00000%  100.00000%



Burnham Gas Com /A/ #1
NW/4 of Section 12-T29N-R13W
San Juan County, New Merxico

-~ Timeltve.

e -~ >
T T T——— - )

February 14,1995 '’
Amoco Production Company mailed via\Cem.ﬁgl_\'Lal_l_;Bstum'l@eipt Requested proposed AFE and
Operating Agreement to all record working interest owners in the Pictured Cliffs formation in the NW/4
of Section 12-T29N-R13W, San Juan County, New Mexico.

February 16, 1995:
Date AFE and Operating Agreement received by Richardson Operating Company, per US Postal Service
Form 3811, Domestic Return Receipt.

February 23, 1995:
Cathleen Colby, Land Manager of Richardson called Greg Grotke, engineer, of Amoco. Cathleen
expressed Richardson’s opinion that Amoco’s costs were too high, and asked if Amoco would be willing
to trade some of our offset acreage for their acreage in this location.

March 6, 1995:
Amoco received, via FAX, a letter from Richardson proposing to drill a Pictured Cliffs well in the NW/4
of Section 12-T29N-R13W, San Juan County, New Mexico, calling it the ROPCO Fee 12-4 PC Well.
This proposal included an AFE, but no Operating Agreement.

Greg Grotke called Cathleen Colby of Richardson to say that the AFE was unexpected. Cathleen told
Greg that Richardson would prefer to operate a well in this spacing unit.

March 7, 1995:;
Jutie Jenkins, Land Negotiator with Amoco called Cathleen Colby with Richardson to request a copy of
the Operating Agreement that Richardson would propose to use to govern the operations of this well.

,
Julie Jenkins of Amoco sent to Cathleen Colby of Richardson a letter, via FAX, stating that Amoco has no ( / Vlé%(, '
mterest in any type of sale or exchange of mtgn:stt\ W az
\¢,
— T March 9, 1995:
I W. ‘p%tmn engineer wn.h mailed a letter to Mr,/William J. LeMay, Director of the

NM applying fgr compulsory pooling of the NW4-of Seetion 13-T29N-R13W, San Juan County,
New Me for #ie Undesignated-West Kutz Pictured Chﬁ's Pool Copies of this letter were sent to all
working interest owners in the proposed umt P T

N

/

March 14,1995;: -
Mr. W. Thomas Kellahin hand delivered\al?rtefﬂddxgssed to Mr. Michael E. Stogner of the NMOCD,
applying on behalf of Richardson Operating Company for compulsory pooling, downhole commingling
and unorthodox gas well location for the ROPCO Fe¢ 12-4 well. We are unsure of the date we received a
copy of this notice.

March 15, 1995:
Date a copy of Amoco’s March 9, 1995 letter was received by Richardson Operating Company, per United
States Postal Service Form 3811, Domestic Return Receipt.

March 24, 1995:
Amoco Production Company Received signed AFE and Operating Agreement from Manon Markham
McMullen, a working interest owner in the well, approving Amoco’s proposal.



February 14, 1995
CERTIFIED MAIL - RETURN RECEIPT REQUESTED

Re: Pictured Cliffs Well Proposal
Burnham Gas Com /A/ #1
NW/4 of Section 12-T29N-R13W
San Juan County, New Mexico

WORKING INTEREST OWNERS - ADDRESSEE LIST ATTACHED
Gentlemen:

Amoco Production Company is proposing to drill a Pictured Cliffs well on the captioned acreage.
Enclosed for your review is an AFE outlining the estimated cost of the project. Also enclosed is an
Operating Agreement which we are proposing to use to govern the operations of this well. Exhibit “A” of
the Operating Agreement sets forth what our records indicate your interest to be in the Pictured Cliffs
formation.

Please indicate your approval to join in this project by signing both the AFE and Operating Agrement
and returning both to my attention as soon as possible, Because we must drill this well as a “package”

—~with 5 other PC wells in order for it to be economic, we wi proceed to initiate force-pooling measures to
—ensure-the timely consolidation of all interests. Ifyou have any questions, please feel free to contact me at

(303) 830-4844. \\ S,

Yours very truly, \ \\?\) _ \

Julie Talbot Jenkins . NN
Senior Land Negotiator N4 e

N \> ‘Y;;Yxﬁ) /‘/ - “
JAT/ms » ///

encl.



ADDRESSEE LIST
Burnham Gas Com /A/ #1

Rosalind Redfern
P. O. Box 2127
Midland, TX 79702

The Estate of John J. Redfern, Jr.

¢/0 John J. Redfern III, Independent Executor
P. O. Box 46

Midland, TX 79702

Flag-Redfern Oil Company
P. O. Box 11050
Midland, TX 79702

Robert Allen Markham
1500 Broadway, #1212
Lubbock, TX 79401

Manon Markham McMullen
2200 Berkeley
Wichita Falls, TX 76308

Richardson Production Company
1700 Lincoln, Suite 1700
Denver, CO 80203

Estate of John J. Christmann, deceased
¢/o Christmann Mineral Company
1500 Broadway, Suite 800

Lubbock, TX 79407




Burnham Gas Com /B/ #1
SW/4 of Section 12-T29N-R13W
San Juar County, New Mexico
Timeline

February 14, 1995:
Amoco Production Company mailed via Certified Mail - Return Receipt Requested proposed AEE’ ana\\
Operating Agreement to all record working interest owners in the Pictured Cliffs formation in ﬁbe SW/4 of )
Section 12-T29N-R13W, San Juan County, New Mexico.

February 16, 1995:
Date AFE and Operating Agreement received by Richardson Operating Company, per US Postal Service
Form 3811, Domestic Return Receipt.

February 23, 1995:
Cathleen Colby, Land Manager of Richardson called Greg Grotke, engineer, of Amoco. Cathleen
expressed Richardson’s opinion that Amoco’s costs were too high, and asked if Amoco would be willing
to trade some of our offset acreage for their acreage in this location.

March 6, 1995:
Amoco received, via FAX, a letter from Richardson proposing to drill a Pictured Cliffs/Fruitland Coal
well in the SW/4 of Section 12, calling it the ROPCO Fee 12-3 (A) PC, (B) FC Well. This proposal
included an AFE, but no Operating Agreement.

Greg Grotke called Cathleen Colby of Richardson to say that the AFE was unexpected. Cathleen told
Greg that Richardson would prefer to operate a well in this spacing unit.

March 7, 1995:
Julie Jenkins, Land Negotiator with Amoco called Cathleen Colby with Richardson to request a copy of
the Operating Agreement that Richardson would propose to use to govern the operations of this well.

Julie Jenkins of Amoco sent to Cathleen Colby of Richa:dsoﬁ a letter, via FAX, stating that Amoco has no
interest in any type of sale or exchange of interests.

March 9, 1995:
J. W. Hawkins, proration engineer with Amoco mailed a letter to Mr. William J. LeMay of the NMOCD
applying for compulsory pooling of the SW/4 of Secti -T29N-R13W, San Juan County, New Mexico
for the Undesignated-West Kutz Piaum;‘:&lgmﬁm 12-T29N-R13W, San
Juan County, New Mexico for the Basin Fruitland Coal Pool. Copies of this letter were sent to all
working interest owners in the proposed units.

March 13, 1995:
Amoco mailed via Certified Mail - Return Receipt Requested a proposed AFE and Operating Agreement
to all record interest owners in the Fruitland Coal formation and the Pictured Cliffs formation. This letter
amended the original proposal to drill a Fruitland Coal/Pictured Cliffs downhole commingled well, rather
that just a Pictured Cliffs as outlined in our original proposal.

March 14, 1995:
Mr. W. Thomas Kellahin hand delivered a letter addressed to Mr. Michael E. Stogner of the NMOCD,
applying on behalf of Richardson Operating Company for compulsory pooling, downhole commingling
and unorthodox gas well location for the ROPCO Fee 12-3 (A) PC (B) FC well located in the SW/4 of
Section 12-T29N-R13W, San Juan County, New Mexico. We are unsure of the date we received this
notice from Mr. Kellahin.



March 15, 1995:
Date a copy of Amoco’s March 9, 1995 letter was received by Richardson Operating Company, per United
States Postal Service Form 3811, Domestic Return Receipt.

March 16, 1995:
Date new PC/FT commingle AFE and Operating Agreement sent under cover letter dated March 13, 1995
was received by Richardson Operating Company, per United States Postal Service Form 3811, Domestic
Return Receipt.



February 14, 1995

20

CERTIFIED MAIL - RETURN RI%CEIPT REQUESTED

Re: Pictured Cliffs Well Proposal
Burnham Gas Com /B/ #1
SW/4 of Section 12-T29N-R13W
San Juan County, New Mexico

WORKING INTEREST OWNERS - ADDRESSEE LIST ATTACHED
Gentlemen:

Amoco Production Company is proposing to drill a Pictured Cliffs well on the captioned acreage.
Enclosed for your review is an AFE outlining the estimated cost of the project. Also enclosed is an
Operating Agreement which we are proposing to use to govern the operations of this well. Exhibit “A” of
the Operating Agreement sets forth what our records indicate your interest to be in the Pictured Cliffs
formation.

Please indicate your approval to join in this project by signing both the AFE and Operating Agrement
and returning both to my attention as soon as possible. Because we must drill this well as a “package”
with 5 other PC wells in order for it to be economic, we will proceed to initiate force-pooling measures to
ensure the timely consolidation of all interests. If you have any questions, please feel free to contact me at
(303) 830-4844.

Yours very truly,

Julie Talbot Jenkins
Senior Land Negotiator

JAT/ms
encl.



ADDRESSEE LIST
Burnham Gas Com /B/ #1

/ Rosalind Redfern
P. O. Box 2127
Midland, TX 79702

The Estate of John J. Redfern, Jr.

c/o John J. Redfern 11, Independent Executor
P. O. Box 46

Midland, TX 79702

/ Kerr-McGee Corp.
P. O. Box 25861
Oklahoma City, OK 73125

Jack Markham
JlSOO Broadway
Lubbock, TX 79401

/Richardson Production Company
1700 Lincoln, Suite 1700
Denver, CO 80203

Estate of John J. Christmann, deceased
¢/o Christmann Mineral Company
1500 Broadway, Suite 800

Lubbock, TX 79407



; Southern

" Rackies

Unit *. .

March 13, 1995
CERTIFIED MAIL - RETURN RECEIPT REQUESTED

Re: Fruitland Coal/Pictured Cliffs Well Proposal
Burmnham Gas Com /B/ #1
W/2 of Section 12-T29N-R13W
San Juan County, New Mexico

WORKING INTEREST OWNERS - ADDRESSEE LIST ATTACHED
Gentlemen:

Reference is made to our previous letter dated February 14, 1995 proposing to drill a Pictured Cliffs well
in the SW/4 of Section 12-T29N-R13W, San Juan County, New Mexico. Amoco Production Company
now wishes to propose to drill a Fruitland Coal/Pictured Cliffs downhole commingled well on the
captioned acreage. The spacing unit for the Fruitland Coal well will be the W/2 of Section 12 and the
spacing unit for the Pictured Cliffs formation will be the SW/4 of Section 12. Enclosed for your review
are two AFE’s outlining the estimated cost of the project. One AFE shows the costs that will be borne by
the Fruitland Coal owners and the other shows costs that will be borne by the Pictured Cliffs owners. Also
enclosed is a new Operating Agreement which we are proposing to use to govern the operations of this
well. Exhibit “A” of the Operating Agreement scts forth what our records indicate your interest to be in
the Fruitland Coal and Pictured Cliffs formations.

Please indicate your approval to join in this project by signing both the AFE and Operating Agrement
and returning both to my attention as soon as possible. If you have any questions, please feel free to
contact me at (303) 830-4844.

Yours very truly,
Juli¥ Talbot Jenkins :
Senior Land Negotiator

JAT/ms
encl.

Amoco Production Company 1670 Broadway Post Office Box 800 Denver, Colorado 80201




ADDRESSEE LIST
Bumham Gas Com /B/ #1

Rosalind Redfern
P. O. Box 2127
Midiand, TX 79702-2127

The Estate of John J. Redfern, Jr.

c/o John J. Redfern 111, Independent Executor
P. O. Box 50896

Midland, TX 79710-0896

Kerr-McGee Corporation
P. O. Box 25861
Oklahoma City, OK 73125-0861

Jack Markham
1500 Broadway, Suite 1212
Lubbock, TX 79401-3192

Manon Markham McMullen
2200 Berkeley
Wichita Falls, TX 76308

Roderick Allen Markham
1500 Broadway, Suite 1212
Lubbock, TX 79401

Richardson Production Company
1700 Lincoln, Suite 1700
Denver, CO 80203

Estate of John J. Christmann, deceased
¢/o Christmann Mineral Company
1500 Broadway, Suite 800

Lubbock, TX 79401-3104



rilling Authorization -
serty - Burnham Gas Com /A/, Well# 1 a Vg ;
/ /
« JUAN County, NEW MEXICO Property FLAC - 188552 C‘T’C’L"‘; "\E, - Well FLAC -
irating Fleld - ! . Y Well Type - Gas
o Production Company i
—
tor: AMOCO PRODUCTION COMPANY Operations Center: SAN JUAN OC ~687773--- /_,;/’/
L X] AMOCO's Interasst: 0.8338000 Contract#: 00
ts - Total Depth: 1581
Horizon Reg. Field Target Depth
PC 1288
»letion: Single ‘\\
1
ce Location: 1450°' FAL x 1520' FWL sec. 12 - T29N - R1IW !
tom Hole Location: Same
Summary (Development) Gross Dry Hole Gross Completion
Drilling Intangibles = esececcmccscc-ccscrcacecccscec-cacccccos
Drilling COML: ....iceivosesancsssnnnscscsssnnnana cevus $36,000 436,000
Day WOTK: ....ccevvcccennceasanes teseesecaneacnenan $2,160 84,260
Location: .....cciccreinnnrcccnnnne Ceseensecreanas 85,000 $5,000
BUIVEYS ..cvecsccscrccconsoacnansa esecnnvesennan $5,000 47,000
Mud: ........ eruscsnsnsas Cesesssssssrscsnnas . $7,000 $7,000
BStimulation: ....cciccccccocrctecccnecronas cesreseecann $0 $43,000
OtBBr: .cicccvecssocsccanas ctusecssssnsscecnnns $13,000 $20,400
Total Intangible: .......... e sesseneancasasensan ceasen $68,160 $122,660
Well Equipment - Tangibles
Casing: ......... ceseescenccane tessessenasevenas $8,500 48,500
TUDARGE ©euvvresennnenancocanscaanncanannns $0 84,600
Wellhead: ......cccc0n Gesesesceesnan csencsnsseenasn $1,500 $2,500
Oth@r: ....cccceceennn sesescsatsennns ceasecvene $0 $0
Total Tangible: ...........:.. ceseresencnans cesesassesene $10,000 .~
Contingency: ...coveseccenen Ceaeeeetaeiineneanas $12,000 >
Associated Production Yacility: ....... eseasseans eseectssensannen teecesesssseecnan eereenes $50,000
Direct Production Pacility: ......ccceev.. cevsacean . Cesesnssessescnaceana ceanesersan . $0
Total This REqUESEL: ......cccovnncacnnsncncncans tesenssavane $90,160 D 260 —
Provious Betimate: ......ccocceeverocnvaceancn Cesesesensanann $0 _/ $07 - —
Total to Date Estimate: ........cecccn0es ceececscnnan cesecanenrsan $90,160 ’ $216,260
ice to Non-Operator: Cost shown on this Non-Operator:
2 are estimates only. MNon-Operators should N _,/’
onsider thase estimstes as establishing By: Date: T
imit on the monies which will be required
rform the proposed operation.
ots: 4 &::;%g/\ (" Business )
GROTKE AN ~—Julis A Jenkins
BOX T P O BOX 800
DEMVER, CO, 8$0201-0800 DENVER, CO, 80201-0800
303-830-4079 (303) B30-4844

303-830-4777 FAX

(303) 830-4777 FAX

9/1995

For Distribution to Partners Page 1



illing Authorization
‘erty - Burnham Gas Com /B/, Well# 1

JAN County, NEW MEXICO
aung Fileld -
co Production Company

Property FLAC - 189553

Woell FLAC -
Well Type - Gas

sr: AMOCO PRODUCTION COMPANY Operations Center: SAN JUAN OC LPNN: 6877
AMOCO's Intersst: 0.5000000 Contract#:
ats - Total Depth: 1664 .
Borizon Reg. Field Target Depth
PC /7 13m
lation: Single N

» Location: 8S50' PSL x 1230° FWL sec. 12 - T29¥ < R13W

om Hole Location: Same

“usmary (Development)
Drilling Intangibles

Gross Dry Hole

T4~
000000

Gross Complestion

--------- P L L LT T Ty

Drilling COBEL:I .ccvesccccnnscssnsssnsesssscsacacscnnsas 836,000 436,000
DAY WOTK! .c.vcescscsnssassossassnssccsssasacncsns $2,160 $4,260
LOCBLION) .c.iveocvconsacevcsosscnsassonsasacnnnens $5,000 $5,000
BULVEY! 4seucnascasonnssscsssancasscsssssancannns 45,000 47,000
MUB? ccrcecocrvcncencscsacocnoncsasssnnvoncns $7,000 $7,000
Stimulation: ....ccccvernnacecccccararnsacsnsnncsannen 30 $43,000
OLBOE! .crscosccvocacscocsnssscsvsoscnsnnsassnsns 413,000 $20,400
Total INLANGIDI@! .c.veccvscccsccocstocscanncnsoncarsassnans $68,160 $122,660
Well Equipmant - Tangibles
CABINGT v.ucvvanroscesacssssoassessncscsnnnsnsas $8,500 $8,500
TUbINg?! seeseccveronncsscaacnssscscovnscannsncnas $0 $4,600
Wollhead: ..ccecescccsencscocsossssssccssancnnnoas $1,500 $2,500
OLROEL seovccacevonscscosonssasscsasansccscnsasns $0 $0
Total Tangiblet cacccccscctavsrtscvaconnscctcscacscnnans $10,000 -
CONCLNGBACYT cvcccvenctonssocaescnssessosasasccannson $12,000 S 928, 00
Associsted Production PACLLALY! cceccevecsccoctatacosossocrssosnceceansosasccnosscncscsansenn K\-sgpzuo/
Direct Production PaCLLILY:! .ccececcccscorsssrsosossrsoccacnccascassscsssssansssannnascssse $0
Total This ReQUEBL: ..civcverertecscscceancssasssoancncascsns $90,160 $21¢,2
Provious BStimAte: ...cecceccenceseroscccscsccsonncacacesss 40 §6 o
Total to Date BSCIMALE! .c.ccececccocscsnsssncoannsssasnssasssccs $50,160 $216,260
~
. to Nom-Operator: Cost shown on this Yon-Operator: o~
- are estimatas only. MNon-Oparators should o ———
consider these estimates as establishing Bys Date:
mit on the monies which will be required
‘form tha proposed operation.
acts: Technical Business
GRZd E GROTKR Julie A Jenkins
P O 30X 800 P O BOX 800
DENVER, CO, 8$0201-0800 DENVER, CO, 80201-0800
303-830-4079 (303) 830-4044

303-930-4777 FAX

(303) 830-4777 FAX
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Drll ling Authon;aﬁon
Property - Bumnham (Zés Com /B/, Well# 1
C

SAN JUAN County, NEW MEXI! ) Property FLAC - 189653 Well FLAC -
Operating Fieid - & R Well Type - Gas
\moco Production Company, " .

Opexator: AMOCO PRODUCTION COMPANY Operations Center: SAN JUAN OC LENE: 687774---

ARIg: ANDCO's Interest: 0.5000000 Contract}: 000000

‘omrants to Partners: This Cost estimate is revised to includs a portion of the dr
1114y and faocilities and the IC completion in the proposed
PC/TT commingled dual. The other portion of the drilling a
nd £a0ilities will be allocated to the Fruitland Coal workina
g intexest ownerxs.

'‘argets - Total Depth: 1664

Noxizon og. Field Target Depth
c [ 1
onpletion: Single \‘,

surface Looation: 850' FSL x 1230' IWL sec. 12 - T29N -~ RIIW

Bottom Nole Location: Same

ost Sunmry (Developmant) Gross Dry Mole Gross Carpletion
Drilling Intangibles
Drilling Cost: ..... esenen cerenes ceeseresacrareracenas . 418,000 418,000
Day Work: ...cooeeeseses escenenases P eveas 81,080 83,100
LOOCRELON: ..o uevurrerncncseanaresaassenssocenanans 32,500 92,500
Survey: ......... sesessecncnnes tesrseacranns ceas 82,500 84,500
MUd: ..ieeiiriieniaaianoanns Ceereeeesansians . 83,500 93,500
Stimmlation: .......... Ceieietasretettacttencctnennne $0 932,000
OLBBE! .ciccveteecsncssuosessasesccncssnancnnna N 46,500 413,900
Total Intangible: ....cc0c0.0. cerssescasenne ceeesasenaan .. 834,000 477,500
¥Well Rquipment - Tangibles
CasADg! ..iciecrrcnrnnenonaes etctateeeanan 4,250 84,250
TUbANG: .c.eiecirincisionen rersevanecsananes 30 82,300
WallbBAd: .. .cvuireninonasnnecsensssososcsnssnsans 8750 $1,250
other: ......... emeeectterseccntaneacaranaannn 0 30
Total TangAbDle: ...c.uiciitrnaratnraroncttataaaroroaones . $5,000 g&)
Contingenoy: ...ccvvivcernronsonsanaas ceeensenas 86,000 17,000 -
AB80CLated Produotion FROLIAEY: «oureeeeeenuaeentosonaenenannssnnseeenesosnssnessasessonnnes szf,wo/)
Dixect Produation FROLlLtY: ...ccvveritoncetcanoronnoarancsonsncnannoen Sereaesensaeannes 8
Total This Request: .........cccovcnenesrencncrrencraasnen 445,080 0121 uo ,,,”
Pravions Botimmte: .....c.coveeveececsencns eeeenans cereaee $o : e
Total to Date Eatimmte: ........c0000cccvevnncccccnns 945,000 $127, 380
«~0tice to Non-Operator: Cost shown on this Hon-Operator: \
fozm are estimmtes only. MNon-Operators should ~
Dot ider tb estimmtes as estadlishing »y: Date: "= - -
ay limit on the nouu whioh will be required
o P the prop d operatien.
Contasta: Technioal Business
GREG R GROTKE Julie A Jenkins
P O DOX 800 P O BOX 800
DENVER, CO, $0201-0800 DENVER, CO, 80201-0800
303-830-4079 (303) 930-4844
303~-830-4777 FAX (303) 830-4777 rax

03/13/1995 For Distribution to Partners Page 1



. . ] - \

Drilling Authorization
Property - Burnham Gas Com /B/ FT, Well#1 |

SAN JUAN County, NEW MEXICO / Property FLAC - 189553 Well FLAC .
Operating Fleld - Well Type - Gas
Amoco Production Company. i

Operator: AMOCO PRODUCIION COMPANY Operations Center: SAN JUAN OC LPNE: 687774~~~

arzg: AMOCO's Interest: 0.5000000 Contractf§: 000000

Commants to Partners: This Cost estimmte inoludes a portion of the drilling and £
agilities and the IT completion in the proposed PC/JT coumi
Dgled dual. The other portion of the drilling and facilitie
s will be allooated to thePiotured Cliffs working interest o
wnezs.

Targats - Total Depth: 1664 )
Noxizon Reg. rield Tazrget Depth

T : 1140
{ .
Conpletion: Single N

Surface Location: §30' FSL x 1230' FWL sec. 12 -~ T29N - R13IW
Bottom Hole Looation: Same

Coat Summaxy (Developmant)

Oross Dry HNole Gross Carpletion

Drilling Intangibles

Drilling Cost: ......... seeseranrisesssetaseaaranasaans 410,000 310,000
Day WOoXK: .c..ccocasocncans Ceeseencectenanasannnan 41,0800 43,180
LOORLLON: .. .iivvrivssnrroasrsasocscsaranssssannanns 32,500 $2,500
BUEVOY: ..t ccucosnesocasentassorarsacnsaaanenns 2,500 84,500
Mad: .......... P Ceesacsesasasecssnanes 83,8500 83,500
StAmUlation: ...veeeccerrccrrsirratrtoaniaan [ 0 $38,000
Other: .....vovvuseess ieressecreeanraas 96,500 $13,900
Total Intangible: ......e0vceceseens tessersseatesaannas $34,080 $03,580
Well Equipmant - Tangibles
CRABABG: oicicieasesnctornssanensssscsoansoscscnns 84,25%0 84,250
TUBANG: oeccvernorsrtararcrsrescsonsocannonocnes $0 82,300
Wellbead: ........cconcreneonasaasas Ceeessearsenas 34750 81,250
OLROE: ...ivivecocsnosnsnsssssesonancenonanannn $0 80
Total Tangible: ..... ceseveteatssannans Cerean tresavevons 45,000
ContingenOY: ...ccccevsconsosssonssanns P . 86,000
Associated Produotion Faolility: ........... trreesreaeranoen sesensoesssaa Cretsetarestesenenen .
Dixect Production Faocility: ........... crecccocans e teemrecenssensensssieererearsnnansann
Total This Request: ............. eteteerieaaan ereeenaes 445,000 . ---.8133,380
Pravicus Bstimmte: ........ccocieevnicnenncnnaan ieerasanas 1] T 0
Total to Date EBstimmte: ........cc0.... L acs,opo $133,3
fotice to Non-Operator: Cost shown on thias Non-Operator: \
form are estimmtes only. Non-Operators should X,
oot considar these estimmtes as establishing By: N Data: /
any limit on the monies which will be required
to pext the prop d operxation. /
~—
Contacts: Techaioal Business
GREG E GROTKR Julie A Jenkins
? O BOX 800 P O 3OX 000
DENVER, CO, $0201-0900 DENVER, CO, §0201-0800
303-030-4079 (303) 030-4844
303-830-4777 FAX (303) 830-4777 TAX
13/13/1995 For Distribution to Partners Page 1



AFE Comparison .

Burnham Gas Com A #1 )

e

Total AFE

Richardson Operating Company $152,117
Amoco Corporation $216,260_
Total Difference =~ $64,143
R

. STIMULATION~

T~ ROPCO | $24,000

AMOCO ;e fficly_$43,000 {1 £CY

_COMPRESSOR )

AMOCO $30,000 ¥
_ CONTINGENCY
Dttt $12,517 % 5462
AMOCO '$28,000 |

N
Difference of Major Items = $64,48;



AFE Comparison

——

Burnham Gas Com B #1 |
i

Total AFE

Richardson Operating Company $193,979

Amoco Corporation $260,760

Total Difference = $66,781

STIMULATION
ROPCO $48,000
AMOCO $70,000
COMPRESSOR
ROPCO 80
AMOCO $3o,io$
CONTINGENCY
ROPCO $16,279
AMOCO $34,000

Difference of Major ltems = $69,721
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LOPHG,

III. OVERHEAD

1. Overhead - Drilling and Producing Operations

i. As compensation for sdministrative, supervision, office services and warehousing costs, Operator shall charge drilling
and producing operations on either:

(X) Fixed Rate Basis, Paragraph 1A, or
{ ) Percentage Basis, Paragraph 1B

Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices and salaries
or wages plus applicable burdens and expenses of all personnel, except those directly chargeable under Paragraph
3A, Section 11. The cost and expense of services from outside sources in connection with matters of taxation, traffic,
accounting or matters before or involving governmental agencies shall be considered as included in the overhead rates
provided for in the above selected Paragraph of this Section III unless such cost and expense are agreed to by the
Parties as a direct charge to the Joint Account.

ii. The salaries, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant services
and contract services of technical personnel directly employed on the Joint Property:

() shall.be covered by the overhead rates, or
{X) shall not be covered by the overhead rates.

iii. The salaries, wages and Personal Expenses of Technical Employees and/or costs of professional consultant services
and contract services of technical personnel either temporarily or permanently assigned to and directly employed in
the operation of the Joint Property: '

(X ) shall be covered by the overhead rates, or
- ( ) shall not be covered by the overhead rates.

~ A;. verhead - Fixed Rate Basis
7
/ (1) Operator shall charge the Joint Account at the following rates per well per month:

" Drilling Well Rate § _3,582.00
(Prorated for less than a full month)

Producing Well Rate § %9800
(2) Application of Overhead - Fixed Rate Basis shall be as follows:
(a) Drilling Well Rate

(1) Charges for drilling wells shall begin on the date the well is spudded and terminate on the date the drill-
ing rig, completion rig, or other units used in completion of the well is released, whichever is later, except
that no charge shall be made during suspension of drilling or completion operations for fifteen (15) or
more consecutive calendar days.

(2) Charges for wells undergoing any type of workover or recompletion for a period of five (5) consecutive

. work days or more shall be made at the drilling well rate. Such charges shall be applied for the period

from date workover operations, with rig or other units used in workover, commence through date of rig

or other unit release, except that no charge shall be made during suspension of operations for fifteen
(15) or more consecutive calendar days.

(b) Producing Well Rates

(1) An active well either produced or injected into for any portion of the month shall be considered as a one-
well charge for the entire month,

(2) Each active completion in a multi-completed well in which production is not commingled down hole shall
be considered as a one-well charge providing each completion is considered a separate well by the govern-
ing regulatory authority. .

(3) An inactivé gas well shut in because of overproduction or failure of purchaser to take the production shall
be oonside,red as 2 one-well charge providing the gas well is directly connected to a permanent sales
outlet.

(4) A one-well charge shall be made for the month in which plugging and abandenment operations are com-
pleted on any well. This one-well charge shall be made whether or not the well has produced except when
drilling well.rate applies.

V72N (5) Al other inactive wells (including but not limited to inactive wells covered by unit allowable, lease allow-

/’V able, transferred allowable, etc.) shall not qualify for an overhead charge.
’/F#(ﬁ- e well rates shall be adjusted as of the first day of April each year following the effective date of the agreement
. which this Accounting Procedure is attached. The adjustment shall be computed by multiplying the rate cur-

/ rently in use by thg percenigge increase or dec i kly earnings of Crude Petroleurn and Gas
i ared to the calendar year preceding as sﬁownﬁy‘mndex

N ""of average weekly earnings of Crude Petroleum and Gas Production Workers as published by the United States
Department of Labor, Bureau of Labor Statistics, or the equivalent Canadian index as published by Statistics
A Canada, as applicable. The adjusted rates shall be the rates currently in use, plus or minus the computed ad-

justment.
B. Overhead - Percentage Basis
(1) Operator shall charge the Joint Account at the following rates:

4-




A.APL FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

1 Deepening, Recompleting or Plugging Back, or s Completion pursusnt to Article VI.C1. Option No. 2, all of such Non-

2 C ing Parry’s i in the production obtsined from the operation in which the Non-Consenting Party did not elect

3 1o panticipate. Such relinquishment shall be effective until the proceeds of the sale of such share, calculated at the well, or

4  matket value thereof if such share is not sold (after deducting applicable ad valorem, production, sevetrance, and excise taxes,

5 royalty, overriding royalty and other interests not excepted by Article UL.C. payable out of or measured by the production

6  from such well sacruing with respect to such interest unei! it reverts), shall equal the toral of the {ollowing:

7 (i) —100— % of each such Non-Consenting Parry's share of the cost of any newly acquired surface equip

8 beyond the wellhead connections (including but not limited to stock tanks, separators, treaters, pumping equipment and

9 plpm;) plus 1009 of each such Noo-Consenting Party’s share of the cost of operation of the well commencing with first
10 production sod inuing until each such Non-C ing Party's relinquished i shall revert to it under other
11 provmons of this Article, it being agreed that each Non-Consenting Parry’s share of such costs and equipment will be chat
12 interest which would have been chargeable to such Non-Consenting Party had it participated in the well from the beginning
13 of the opesstions; and
14 (i) 300 o of (a) that portion of the costs and expenses of drilling, Reworking, Sidetracking, Decpening,
15  Plugging Back, testing, Completing, and Recompleting, after deducting any cash contributions received under Article VIILC,
16  and of (b) that portion of the cost of newly acquired equipment in the well (to and including the wellhead connections),
17 which would have been chargeable to such Non-Consenting Party if it had participated therein.
18 Notwithstanding anything to the contrary in this Article VLB, if the well does not reach the deepest objective Zone
19  described in the notice proposing the well for reasons other than the encountering of granite or practically impenetrable
20  substance or other condition in the hole rendering further operations impracticable, Operator shall give notice thereof to each
21  Noo-Consenting Party who submitted or voted for an alternative proposal under Article VI.B.6. 1o drill che well to 2
22 shallower Zone than the deepest objective Zone proposed in the notice under which the well was drilled, and each such Non-
23 Consenting Party shall have the option to participate in the initial proposed Completion of the well by paying its share of the
24 cost of drilling the well 10 its actual depth, calculated in the manner provided in Article VI.BA. (2). If soy such Non-
25  Consenting Party does not elect to participate in the first Completion proposed for such well, the relinquishment provisions
26  of this Article VI.B.2. (b) shall spply to such party’s interest.
27 (¢) Reworking, Recompleting or Plugging Back An election not to participate in the drilling, Sidetracking or
28  Deepening of a well shsll be deemed an election not to participate in any Reworking or Plugging Back operation proposed in
29,% such 2 well, or portion theteof, to which the initial non-c election spplied thac is conducted at any time priot to full
50\ recovery by the Consenting Partics of the Non-Consenting Parry’s recoupment amount. Similarly, an election not 1o
31 * participate in the Completing or Recompleting of a well shall be deemed an election not to participate in any Reworking
32  operation proposed in such a well, or portion thereof, to which the initial non-consent clection applied that is conducted at
33 any time prior to full recovery by the Consenting Parties of the Non-Consenting Party’s recoupment amount. Any such
34 Reworking, Recompleting or Plugging Back operation conducted during the recoupment period shall be deemed part of the *
35  cost of operation of said well and thete shall be added to the sums to be recouped by the Consenting Parties % of
36  that portion of the costs of the Reworking, Recompleting or Plugging Back operation which would have been chargesble to
37  such Non-Consenting Parry had it participated therein. If such 2 Reworking, Recompleting or Plugging Back operation is
38 proposed during such recoupment period, the provisions of this Article VLB, shall be applicable as berween said Consenting
39 Parties in said well
40 (d) Recoupment Matters. During the period of time Consenting Parties are entitled 10 receive Non-Consenting Party's
41  share of production, or the proceeds therefrom, Consenting Parties shall be responsible for the payment of sll ad valorem,
42  production, severance, excise, gathering and other taxes, and all royalty, overriding royalty and other burdens applicable to
43  Non-Consenting Party’s share of production not excepted by Article IHL.C.
44 la the case of any Reworking, Sidetracking, Plugging Back, Recompleting or Deepening operation, the Consenting
45 Parties shall be permitred to use, free of cost, all casing, tubing and other equipment in the well, but the ownership of all
46 such equipment shall remain unchanged; and upon abandonment of a well after such Reworking, Sidetracking, Plugging Back,
47  Recompleting or Decpening, the Consenting Partics shall account for all such equipment to the owners thereof, with each
48 parry receiving its proportionate part in kind or in value, less cost of salvage. ‘
49 Within ninety (90) days after the completion of any operation under this Article, the party conducting the operations
50  for the Consenting Parties shall furnish each Non-Consenting Party with an inventary of the equipment in and connected to
S1  the well, and an itemized scatement of the cost of drilling, Sidetracking, Deepening, Plugging Back, testing, Completing,
52  Recompleting, and equipping the well for production; or, at its option, the operating party, in lieu of an itemized statement
53  of such costs of operation, may submit a detailed of monthly billings. Each month therealter, duting the time the
354  Consenting Parties are being reimbursed as provided above, the party conducting the operations for the Consenting Parties
S5  shall furnish the Non-Consenting Parties with an itemized statement of all costs and liabilities incurred in the operation of
56  the well, together with & of the quantity of Oil and Gas produced from it and the amount of proceeds realized from
57  the sale of the well's working interest production during the preceding month. In determining the quantity of Oif and Gas
58  produced during any month, Consenting Parties shall use industry acceplcd methods such as but not limited to mclenng or
59  peciodic well tests. Any amount realized from the sale or other disposi of equip newly acquired in connection with
60  any such operation which would have been owned by s Non-Consenting Parry had it participated therein shall be credited
61  sgainst the tona] unrerurned costs of the work done and of the equipment purchased in determining when the interest of such
62  Non-Consenting Party shall revert to it as above provnded and if there is a credit balance, it shall be paid to such Non-
63 Consenting Party. *See page 7a. o
64 1f and when the Consenting Parties recover from a Non-Consenting Party's relinquished interest the amounts _pmvndcd
65  for sbove, the relinquished interests of such Non-Consenting Party shall sutomatically revere to it as of 7:00 a.m. 0@ the day
66 following the day on which such recoupment occurs, and, from and sfter such reversion, such Non-Consenting Etn'y shall
67 own the same interest in such well, the material and equipment in or pertaining thereto, and the production lherefrom as
68  such Non-Consenting Party would have been entitled to had it participated in the drilling, Sidetracking, Reworking,
69  Deepening, Recompleting or Plugging Back of said well. Thereafter, such Non-Consenting Parry shall be charged with and
70 shall pay its proportionate part of the further costs of the operation of said well in accordance with - the lel::\! of this
71 agreement and Exhibit “C" sttached hereto.
72 3. Stand-By Coses: When s well which has been drilled or Deepened has reached its suthorized depth an lnd lﬂvluu “have
73 been completed and the results thereof furnished to the parties, or when operations on the well have been otherwise
74 terminaced pursuant to Article VLF., stand-by costs incutred pending response to a parry's notice proposing a Reworking,




