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

10:18 a.m.: 

EXAMINER CATANACH: At t h i s time w e ' l l c a l l the 

hearing back t o order and w e ' l l c a l l Case 12,136. 

MR. CARROLL: A p p l i c a t i o n of P h i l l i p s Petroleum 

Company f o r the establishment of a downhole commingling 

reference case f o r i t s San Juan 29-6 Un i t pursuant t o 

D i v i s i o n Rule 303.E and the adoption of s p e c i a l 

a d m i n i s t r a t i v e r u l e s t h e r e f o r , Rio A r r i b a County, New 

Mexico. 

EXAMINER CATANACH: C a l l f o r appearances. 

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

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

on behalf of the Applic a n t . 

EXAMINER CATANACH: A d d i t i o n a l appearances? 

MR. BRUCE: Mr. Examiner, my name i s Jim Bruce 

from Santa Fe. I represent Larry Simmons, who i s here w i t h 

me. 

I'm not sure which case Mr. Simmons owns an 

i n t e r e s t i n , but I understand Mr. K e l l a h i n i s going t o 

con s o l i d a t e these other cases f o r hearing. 

EXAMINER CATANACH: I s t h a t c o r r e c t ? 

MR. KELLAHIN: Yes, s i r . 

EXAMINER CATANACH: You would request we 

con s o l i d a t e these cases at t h i s time? 

STEVEN T. BRENNER, CCR 
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MR. KELLAHIN: Mr. Examiner, we would ask t h a t 

you c o n s o l i d a t e a l l f o u r of P h i l l i p s ' A p p l i c a t i o n s and 

cases f o r one e v i d e n t i a r y p r e s e n t a t i o n . 

EXAMINER CATANACH: Okay, a t t h i s time w e ' l l c a l l 

Cases 12,137, 12,138 and 12,139. 

MR. CARROLL: A p p l i c a t i o n of P h i l l i p s Petroleum 

Company f o r the establishment of downhole commingling 

reference cases f o r i t s San Juan 32-7, San Juan 31-6 and 

San Juan 32-8 Units pursuant t o D i v i s i o n Rule 303.E and the 

adoption of s p e c i a l a d m i n i s t r a t i v e r u l e s t h e r e f o r , Rio 

A r r i b a and San Juan Counties, New Mexico. 

EXAMINER CATANACH: Okay, l e t me c a l l f o r 

a d d i t i o n a l appearances i n any of these cases. 

Okay? 

MR. KELLAHIN: I have two witnesses t o be sworn, 

Mr. Examiner. 

EXAMINER CATANACH: W i l l the two witnesses please 

stand t o be sworn in? 

(Thereupon, the witnesses were sworn.) 

MR. KELLAHIN: Mr. Examiner, we have two 

witnesses t o present t o you. The f i r s t witness i s Mr. 

Scott Prather. He s p e l l s h i s l a s t name P-r-a-t-h-e-r. He 

i s a petroleum landman, he resides i n Farmington, New 

Mexico, and he's going t o make a p r e s e n t a t i o n concerning 

n o t i f i c a t i o n , i d e n t i f i c a t i o n of i n t e r e s t owners, so we can 
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describe those issues f o r you. 

I t i s our request t o s t a r t w i t h the e x h i b i t book 

t h a t i s i d e n t i f i e d f o r the San Juan 29-6 U n i t . I t ' s Case 

12,136. A l l of the e x h i b i t books f o r each case are 

organized i d e n t i c a l l y , i n the same sequence. The e x h i b i t s 

are s u b s t a n t i a l l y the same, except the ownership and 

i d e n t i t y of the i n t e r e s t s vary between the u n i t s . And so 

we were going t o use t h i s f i r s t book as the main 

p r e s e n t a t i o n and then show you where the d i f f e r e n c e s are as 

we move through the other three cases. 

As you may remember, P h i l l i p s has two other u n i t s 

t h a t were approved f o r downhole commingling reference 

cases. These are the l a s t four u n i t s they are the operator 

o f . We're proposing t o o b t a i n a u t h o r i t y so t h a t the 

Mesaverde and Dakota r e s e r v o i r s i n each of these u n i t s may 

be commingled. I t would apply t o e x i s t i n g w e l l s and f u t u r e 

w e l l s . We b e l i e v e t h a t there i s s u f f i c i e n t data i n each of 

these u n i t s t o demonstrate t h a t both the Dakota and the 

Mesaverde i n each u n i t i s marginal, and so we can s a t i s f y 

the commingling c r i t e r i a t h a t a t l e a s t one zone i s 

marginal. 

The A p p l i c a t i o n t a l k e d about the P i c t u r e d C l i f f 

and the F r u i t l a n d Coal. Those are not t o be included. 

I n a d d i t i o n , we be l i e v e t h a t t h e r e i s enough 

pressure i n f o r m a t i o n i n these u n i t s , and we w i l l 
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demonstrate t h a t w i t h our petroleum engineer, Mr. Mike 

Larimer. We are asking f o r an exception from the pressure 

c r i t e r i a , i f you choose t o do so. We w i l l demonstrate f o r 

you t h a t our p o t e n t i a l Dakota, both present and f u t u r e , i s 

going t o be a t a pressure t h a t i s less than the o r i g i n a l 

bottomhole pressure of the Mesaverde. 

I n a d d i t i o n , we are going t o ask you t o review 

the a l l o c a t i o n formula t h a t we propose t o use. I t i s a 

formula t h a t has been reviewed and approved by the BLM. I t 

i s c o n s i s t e n t w i t h accurately i d e n t i f y i n g the reasonable 

share of production t o each i n t e r e s t owner, and we have a 

formula t h a t does i t on a reasonable, e q u i t a b l e and f a i r 

b a s is. Mr. Larimer w i l l describe f o r you t h a t formula. 

I n a d d i t i o n , we are asking t o avoid the 

a d m i n i s t r a t i v e burden of p r o v i d i n g any f u r t h e r n o t i f i c a t i o n 

t o any i n t e r e s t owner anytime we should process a downhole 

commingling a p p l i c a t i o n . As you are ac u t e l y aware, when 

you f i l e an a d m i n i s t r a t i v e commingling a p p l i c a t i o n , you're 

r e q u i r e d t o n o t i f y the i n t e r e s t owners i n each instance 

t h a t share i n t h a t production i f they're not the same. 

They're never the same i n f e d e r a l u n i t s . These are d i v i d e d 

u n i t s . The p a r t i c i p a t i o n area f o r the Mesaverde, the 

p a r t i c i p a t i o n area f o r the Dakota, w i l l always be 

d i f f e r e n t . And because of t h a t d i f f e r e n c e i n area, t h e r e 

i s a d i f f e r e n c e i n the map. And so we always have t o send 
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n o t i c e . 

We t h i n k t h i s matter has become such a r o u t i n e 

c l e r i c a l a c t i v i t y f o r both the operator and the D i v i s i o n 

and t h a t you have s a t i s f i e d y o u r s e l f over the years w i t h 

hundreds of cases t h a t the n o t i f i c a t i o n t o each i n d i v i d u a l 

i n t e r e s t owner each time i s no longer necessary. 

Mr. Simmons has appeared w i t h counsel today. We 

w i l l do our best t o i d e n t i f y where h i s i n t e r e s t s are. I f 

we're not able t o s a t i s f y t h a t t h i s morning, we w i l l do 

t h a t subsequent t o the hearing. 

There's a gentleman from Albuquerque. I b e l i e v e 

h i s name i s Mr. E l l i o t t . He's i n attendance here as a 

r e s u l t of the n o t i f i c a t i o n . We have other operators t h a t 

are i n t e r e s t e d i n our a c t i v i t i e s and are here. 

To the best of our knowledge, though, Mr. 

Examiner, a f t e r sending hundreds of n o t i c e s , hundreds of 

n o t i c e s , t h e r e i s no o b j e c t i o n t o what we are asking you t o 

do. And t h a t i s con s i s t e n t w i t h a l l these cases, because I 

am not aware of any o b j e c t i o n ever being f i l e d i n the end. 

So our purpose, i n summary, i s t o str e a m l i n e the 

a d m i n i s t r a t i v e process, take what has become a r o u t i n e 

a c t i v i t y of the D i v i s i o n and the operators and have your 

approval t o streamline the process, because commingling i s 

the f u t u r e f o r the San Juan Basin i n these two r e s e r v o i r s . 

This i s the only way you're going t o see f u r t h e r 
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development, i s on a commingled basis. 

SCOTT PRATHER, 

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

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Prather, f o r the record, please s t a t e your 

name and occupation. 

A. My name i s Scott Prather, and I'm a petroleum 

landman f o r P h i l l i p s Petroleum Company. 

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

A. Farmington, New Mexico. 

Q. Has i t become your r e s p o n s i b i l i t y as a landman 

f o r P h i l l i p s Petroleum Company t o , under your d i r e c t i o n and 

c o n t r o l , have, t o the best of your a b i l i t y , i d e n t i f i c a t i o n 

of t he working i n t e r e s t , r o y a l t y and o v e r r i d i n g r o y a l t y 

owners f o r each of the i n t e r e s t s i n each of the fou r u n i t s ? 

A. Yes, i t has. 

Q. And have you s a t i s f i e d y o u r s e l f t o the best of 

your a b i l i t y you've accomplished t h a t ? 

A. Yes. 

Q. I n a d d i t i o n , have you prepared i n the e x h i b i t 

books an o u t l i n e of the c o n f i g u r a t i o n of these u n i t s ? 

A. Yes, I have. 

Q. And you have i d e n t i f i e d t o the best of your 
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a b i l i t y t he l o c a t i o n of the various kinds of wells? 

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

Q. I n a d d i t i o n , do the e x h i b i t books i n each 

instance i n c l u d e , t o the best of your knowledge, the 

c u r r e n t p a r t i c i p a t i n g areas f o r the Dakota and f o r the 

Mesaverde? 

A. Yes, s i r . 

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

petroleum landman. 

EXAMINER CATANACH: Any objection? 

Mr. Prather i s so q u a l i f i e d . 

Q. (By Mr. Ke l l a h i n ) A l l r i g h t , l e t ' s t u r n t o the 

f i r s t e x h i b i t book, and l e t ' s look a t the i n f o r m a t i o n f o r 

the 29-and-6 U n i t . When we t u r n past the n o t i c e l e t t e r and 

the A p p l i c a t i o n , there's a p l a t ? 

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

Q. Was the n o t i c e l e t t e r , A p p l i c a t i o n and p l a t sent 

t o a l l the working i n t e r e s t owners, r o y a l t y owners and 

o v e r r i d i n g r o y a l t y owners i n each of the f o u r u n i t s , t o the 

best of your knowledge? 

A. Yes, s i r . 

Q. When you t u r n past the p l a t , there's a t a b u l a t i o n 

of names by i n d i v i d u a l and company? 

A. Yes. 

Q. What does t h i s represent? 

STEVEN T. BRENNER, CCR 
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A. The t o t a l i t y of the working i n t e r e s t ownership, 

the net working i n t e r e s t ownership, o v e r r i d i n g r o y a l t y 

i n t e r e s t owners or r o y a l t y i n t e r e s t owners w i t h i n the 29-6 

U n i t . So e s s e n t i a l l y anyone t h a t owns any form of an 

i n t e r e s t i n the 29-6 Uni t . 

Q. Okay. To expedite the m a i l i n g of n o t i f i c a t i o n t o 

each of the i n t e r e s t owners i n a l l f o u r u n i t s , how was t h a t 

accomplished? 

A. We took the combination of a l i s t i n g of a l l 

i n t e r e s t owners i n a l l f o u r e x i s t i n g u n i t s and mailed a 

copy of each A p p l i c a t i o n t o a l l those. And so you may have 

ended up w i t h some p a r t i e s t h a t d i d not own an i n t e r e s t i n 

the 32-8 U n i t g e t t i n g a 3 2-8 A p p l i c a t i o n , but by v i r t u e of 

t h e i r ownership i n another u n i t they received the e n t i r e 

package. 

Q. A l l r i g h t . So the e n t i r e package f o r each of the 

f o u r cases, which included the n o t i c e , the A p p l i c a t i o n and 

the p l a t s , were sent t o a l l the owners? 

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

Q. Let me show you what i s a t a b u l a t i o n of the 

n o t i f i c a t i o n e f f o r t s . Was t h i s prepared by you, and can 

you a u t h e n t i c a t e what I'm about t o show t h e Examiner? 

A. Yes, s i r , I can. This i s a copy of the green 

c e r t i f i c a t i o n cards t h a t are attached f o r c e r t i f i e d m a i l 

f o r each a p p l i c a t i o n , or n o t i c e of a p p l i c a t i o n , t h a t we 
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mailed, and an a f f i d a v i t t h a t I signed s t a t i n g the same. 

MR. KELLAHIN: Mr. Examiner, I have not marked 

t h i s as an e x h i b i t — I ' l l do so subsequent t o the 

hearing — but t h i s i s the n o t i f i c a t i o n t h a t we've j u s t 

described. 

MR. CARROLL: How many p a r t i e s were n o t i f i e d ? 

THE WITNESS: I b e l i e v e i t ' s i n excess of 400 

people. I t h i n k 403 or 401. I can't remember e x a c t l y , but 

I know i t ' s i n excess of 400 p a r t i e s . 

Q. (By Mr. K e l l a h i n ) How d i d you i n i t i a l l y compile 

t h a t l i s t ? 

A. We took the ownership records from P h i l l i p s 

Petroleum Company from our D i v i s i o n order s e c t i o n , people 

t h a t we have on pay, and then checked the records f o r 

ownerships, any other determining ownerships w i t h i n the 

boundaries of the u n i t s . 

Q. Okay, and t h a t represented the i n i t i a l m a i l i n g 

l i s t ? 

A. Yes, s i r . 

Q. A f t e r you sent t h a t n o t i c e , were t h e r e instances 

where you got your n o t i c e attempt returned t o you 

undeliv e r a b l e ? 

A. There were, I b e l i e v e , three t h a t were r e t u r n e d 

as u n d e l i v e r a b l e w i t h incomplete addresses. We ascertained 

c o r r e c t addresses and mailed those, and th e r e was one t h a t 
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was re t u r n e d as un d e l i v e r a b l e , the p a r t y had l e f t no 

forwa r d i n g address. 

And I subsequently was able t o contact t h a t 

person by telephone, and we s p e c i a l - d e l i v e r e d a new packet 

t o them. This person had a c t u a l l y been i n suspense since 

the l a t t e r p a r t of the E i g h t i e s w i t h our D i v i s i o n orders 

group. We knew t h e i r name, but i n the l a t t e r p a r t of the 

E i g h t i e s , he had neglected t o provide a forwarding address 

and we l o s t t r a c k of him, but I d i d some checking and was 

able t o t r a c k him down. 

Q. As p a r t of t h a t e f f o r t , then, you're t a k i n g the 

l i s t t h a t you use t o pay checks t o the people t h a t share i n 

the production? 

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

Q. So t h a t ' s probably as good a n o t i c e l i s t as you 

could f i n d ? 

A. Yes, s i r . 

Q. And one of them was returned t o you f o r an 

account t h a t had been suspended because t h a t p a r t y , both 

P h i l l i p s had l o s t t r a c k of the l o c a t i o n of t h a t i n d i v i d u a l , 

and t h a t i n d i v i d u a l d i d n ' t bother t o keep c u r r e n t as t o h i s 

s t a t u s w i t h your company? 

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

Q. A l l r i g h t . As a r e s u l t of your e f f o r t s , what d i d 

you do? Were you able t o contact t h i s i n d i v i d u a l ? 
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A. Yes, I d i d locate him i n Albuquerque and advised 

him t h a t we had been attempting t o d e l i v e r t h i s — copies 

of n o t i c e s t o him. And a f t e r I ascertained t h a t he was the 

c o r r e c t p a r t y and — I was even able t o d e l i v e r the news t o 

him t h a t we had about $140,000 i n suspense f o r him, so he 

advised me he had no problem w i t h any a p p l i c a t i o n we were 

f i l i n g . 

Q. He was d e l i g h t e d t o hear from you, wasn't he? 

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

Q. A l l r i g h t , l e t ' s go t o the next e x h i b i t t ab. 

I t ' s t he tab marked E x h i b i t 1. When we t u r n behind t h a t 

t a b , t h e r e i s again a t a b u l a t i o n of i n t e r e s t s . What are 

you d e s c r i b i n g here, Mr. Prather? 

A. That i s a t a b u l a t i o n by p a r t i c i p a t i n g area of the 

ownership w i t h i n each p a r t i c i p a t i n g area f o r the 29-6 U n i t . 

Q. Now, would t h i s i d e n t i f y j u s t the working 

i n t e r e s t ownership, or would t h i s include the ove r r i d e s as 

wel l ? 

A. I t includes j u s t the working i n t e r e s t ownership. 

Q. A l l r i g h t . So i f there's a working i n t e r e s t 

owner i n v o l v e d i n t h i s p o i n t , they can go t o the 

t a b u l a t i o n , see what you showed t o be t h e i r percentage of 

the various p a r t i c i p a t i n g areas and expansions? 

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

Q. Behind those t a b u l a t i o n s there's a color-coded 
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p l a t ? 

A. Yes, s i r . 

Q. What does t h a t show us? 

A. That shows every w e l l f o r a l l p a r t i c i p a t i n g areas 

w i t h i n the u n i t . I t ' s what we — I guess you could term i t 

as an o v e r a l l p i c t u r e or o v e r a l l p l a t of the u n i t , 

c o n t a i n i n g a l l w e l l s f o r any producing horizon w i t h i n the 

u n i t t h a t a PA has been e s t a b l i s h e d f o r . 

Q. Behind t h a t p l a t there's a s e r i e s of a d d i t i o n a l 

p l a t s . What are we seeing as we go through each of those? 

A. Okay, these c o r r e l a t e t o the f i r s t p a r t of the 

E x h i b i t 1 here where, i n e f f e c t , i f you go i n and see 

F r u i t l a n d p a r t i c i p a t i n g area ownership t h a t we had 

p r e v i o u s l y discussed, then you go back here t o the f i r s t 

black-and-white p l a t . That i s the F r u i t l a n d p a r t i c i p a t i n g 

area as i t ' s d efined c u r r e n t l y w i t h i n the records. 

And so i t ' s a p i c t u r e or a snapshot of where 

those i n t e r e s t owners own the i n t e r e s t c o r r e c t l y r i g h t now. 

And i t ' s the p a r t i c i p a t i n g area h i g h l i g h t e d w i t h the dots 

or the d o t t e d area. 

Q. Mr. Simmons' counsel has requested t h a t I ask you 

t o i d e n t i f y what your records show concerning h i s i n t e r e s t 

i n any of these u n i t s . Were you able t o do t h a t , Mr. 

Prather? 

A. Yes, I was. Let's see, I went i n — A f t e r being 
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advised by you, I went i n and researched, and I b e l i e v e Mr. 

Simmons owns a r o y a l t y i n t e r e s t i n the 32-7 U n i t , and 

according t o what I was able t o a s c e r t a i n , he has s l i g h t l y 

l e s s than one-tenth of one percent r o y a l t y i n t e r e s t i n the 

F r u i t l a n d Coal and s l i g h t l y over one-tenth of one percent 

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

Q. Okay. Did your record search i n d i c a t e an 

i n t e r e s t f o r Mr. Simmons i n any of the other u n i t s ? 

A. Not t h a t I was able t o p u l l up, no, s i r . 

MR. KELLAHIN: I f Mr. Simmons desires f u r t h e r 

i n f o r m a t i o n subsequent t o the hearing, Mr. Catanach, w e ' l l 

p r ovide t h a t t o him. 

Q. (By Mr. K e l l a h i n ) A l l r i g h t , Mr. Prather, l e t ' s 

take a moment and t u r n t o the E x h i b i t Book, 32-7 — 

A. Okay. 

Q. — f o r Case 12,13 7, and l e t ' s go through the same 

type of i n f o r m a t i o n , s t a r t i n g -- Let's get the A p p l i c a t i o n , 

t h i s i n f o r m a t i o n , organized i n the same way as the o r i g i n a l 

book. 

A. Yes, s i r . 

Q. Let's t u r n t o E x h i b i t 1, then, and s t a r t l o o k i n g 

a t t h e p l a t s t h a t show how t h e u n i t has been developed. 

S t a r t i n g w i t h the f i r s t spread sheet, what are we seeing 

here? 

A. Under the p l a t s under E x h i b i t 1? 
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Q. Yeah, E x h i b i t 1, there i s a t a b u l a t i o n . What i s 

t h a t ? 

A. Yes, s i r , t h a t ' s a t a b u l a t i o n of the 

p a r t i c i p a t i n g - a r e a ownership f o r the various p a r t i c i p a t i n g 

areas w i t h i n the 3 2-7 U n i t . 

Q. A l l r i g h t . And f o l l o w i n g t h a t , what i s the f i r s t 

p l a t we see? 

A. Again, i t ' s another copy, a c o l o r copy of an 

o v e r a l l p l a t t h a t shows a l l e x i s t i n g p r o d u c t i v e w e l l s 

w i t h i n the boundary o u t l i n e of the u n i t . 

Q. And then f o l l o w i n g t h a t p l a t — 

A. — we go i n t o the black-and-white e x h i b i t , the 

p a r t i c i p a t i n g areas. 

Q. A l l r i g h t . A l l r i g h t . We'll l e t you thumb 

through those d i s p l a y s , and then w e ' l l t u r n t o the next 

e x h i b i t book. I want t o d i r e c t your a t t e n t i o n now t o 

E x h i b i t — 31-6 U n i t , which i s Case 21,138, and i n the same 

manner, Mr. Prather, l e t ' s t u r n t o E x h i b i t Tab 1 — 

A. Okay. 

Q. — and go through these and i d e n t i f y what we're 

showing. 

A. Okay, the f i r s t page i s the working i n t e r e s t 

ownership of each p a r t i c i p a t i n g area w i t h i n the 31-6 u n i t . 

That i s f o l l o w e d by a c o l o r copy of the o v e r a l l u n i t w i t h 

a l l e x i s t i n g w e l l s p l a t t e d on th e r e . And t h a t ' s f o l l o w e d 
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by the black-and-white microdot PA ownership maps again, 

f o r the 31-6 u n i t . 

Q. A l l r i g h t , and l e t ' s t u r n t o the f i n a l e x h i b i t 

book. I f y o u ' l l look at the 32-and-8 U n i t book, i t ' s i n 

Case 12,139. Again, t u r n behind E x h i b i t Tab Number 1. 

A. Okay, s t a r t i n g w i t h the f i r s t page behind E x h i b i t 

1, the p a r t i c i p a t i n g area ownership f o r the 32-8 u n i t , 

f o l l o w e d immediately by the c o l o r p l a t , the o v e r a l l p l a t of 

a l l e x i s t i n g w e l l s w i t h i n the u n i t boundary. And then the 

black-and-white microdot copy of each p a r t i c i p a t i n g area 

p l a t w i t h i n the 32-8 U n i t . 

Q. Do you know when, approximately, each of these 

f o u r u n i t s was i n i t i a l l y created? 

A. Yes, s i r , i n 1952 t o 1953. 

Q. Do you know approximately how long P h i l l i p s has 

operated these f o u r u n i t s ? 

A. Yes, s i r , P h i l l i p s was the i n i t i a l operator when 

the u n i t s were formed. There was a p e r i o d of time t h a t 

they allowed or made arrangements f o r Northwest P i p e l i n e t o 

operate these, and then P h i l l i p s came back i n approximately 

1989 and took over as operator again. 

Q. Are these d i v i d e d i n t e r e s t u n i t s ? 

A. Yes, s i r , they are. 

Q. And as a r e s u l t of t h a t d i v i s i o n , then, when 

i n i t i a l p r o d u c t i o n i s e s t a b l i s h e d i n any p o o l , there's a 
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process by which a p a r t i c i p a t i n g area i s created? 

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

Q. And t h a t has occurred i n each of these f o u r 

u n i t s , has i t not? 

A. Yes, s i r , i t has. 

Q. And as production has continued, the 

p a r t i c i p a t i n g areas have been expanded, have they not? 

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

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

examination of Mr. Prather. 

We would move the i n t r o d u c t i o n of h i s e x h i b i t s 

shown behind the cover sheet through E x h i b i t Tab 1 i n each 

of the e x h i b i t books. 

EXAMINER CATANACH: Any objection? 

MR. BRUCE: No, s i r . 

EXAMINER CATANACH: E x h i b i t Tab 1 i n each of the 

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

Mr. Bruce, do you have any questions of t h i s 

witness? 

MR. BRUCE: Just a few, Mr. Examiner. 

EXAMINATION 

BY MR. BRUCE: 

Q. Mr. Prather, what i s the t o t a l — Do you know the 

t o t a l acreage i n the San Juan 3 2-7 Unit? 

A. The t o t a l acreage i n the San Juan 32-7 Unit? 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

21 

Q. Yeah, j u s t the t o t a l . 

A. I ' l l have t o go back and look. Let's see here. 

I t h i n k we put i t i n the A p p l i c a t i o n . Yeah, 17,000, I'm 

so r r y . I t h i n k y o u ' l l f i n d i t i n the A p p l i c a t i o n , 17,829 

acres. 

Q. Thank you. Looking j u s t a t t h a t 3 2-7 bo o k l e t , 

going t o E x h i b i t 1 — 

A. Yes, s i r . 

Q. — the c o l o r photo, the o v e r a l l map — 

A. Yes, s i r . 

Q. — there's a couple of holes i n the u n i t . I s 

t h a t acreage t h a t was never committed or t h a t i s no longer 

committed t o the u n i t ? 

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

EXAMINER CATANACH: I t ' s no longer committed t o 

the u n i t ? 

THE WITNESS: That's c o r r e c t . I t e i t h e r was not 

o r i g i n a l l y included or has — you know, was e l i m i n a t e d , 

automatic e l i m i n a t i o n . 

Q. (By Mr. Bruce) Going t o the map immediately 

behind t h a t , which i s the F r u i t l a n d Coal PA — 

A. Yes, s i r . 

Q. — do the d i v i d i n g l i n e s l i k e on a s e c t i o n , say 

Section 18 on the northwest side of the u n i t , does t h a t 

i d e n t i f y w e l l u n i t s or leases? 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

22 

A. Section 18 i n the no r t h -- i n the upper p a r t of 

i t ? 

Q. Yes. 

A. That a c t u a l l y — The F r u i t l a n d Coal was developed 

on 320-acre standup spacing, and t h a t i s j u s t d e f i n i n g what 

p o r t i o n of Section 18 i s w i t h i n the p a r t i c i p a t i n g area. 

Q. Okay. Okay, now, you i d e n t i f y a l l of the 

F r u i t l a n d Coal w e l l s on t h i s map, correct ? 

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

Q. And the same i s t r u e f o r these other PA maps — 

A. Right. 

Q. — i s t h a t correct? 

A. Uh-huh. 

Q. Just l o o k i n g a t the F r u i t l a n d Coal, t h e r e are 

some t h a t are not i n p a r t i c i p a t i n g areas. I s t h a t because 

they were not deemed commercial by the BLM or because they 

have j u s t not y e t been expanded t o include the PA? 

A. Both cases. The m a j o r i t y of them t h a t are not i n 

the p a r t i c i p a t i n g area have not been deemed commercial, but 

t h e r e are s t i l l some outstanding t h a t i n no — you know, 

we're s t i l l w a i t i n g t o get enough production data on those 

t o submit them f o r commerciality de t e r m i n a t i o n . 

Q. Okay. Sometimes i t takes the BLM q u i t e a w h i l e 

t o make t h a t d e c i s i o n , does i t not? 

A. Yes, s i r , I would agree w i t h t h a t . 
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Q. Now, I bel i e v e Mr. K e l l a h i n s a i d t h a t i n t h i s 

A p p l i c a t i o n you're no longer seeking the commingling 

a u t h o r i t y f o r the Mesaverde -- excuse me, f o r the F r u i t l a n d 

Coal and the P i c t u r e d C l i f f s ? 

A. Yes, s i r , t h a t ' s what I d i d hear him say, yes, 

s i r . 

Q. Okay. So r e a l l y today we're j u s t l o o k i n g a t the 

Mesaverde and Dakota? 

A. Yes, s i r . 

Q. Mr. Prather, l e t ' s j u s t look a t the Mesaverde and 

Dakota PA maps. 

A. Okay. 

Q. I t says these are both e f f e c t i v e as of the e a r l y 

E i g h t i e s . There has been no f u r t h e r expansion of these PAs 

since t h a t time? 

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

Q. Okay. I n l o o k i n g at Mr. Simmons' i n t e r e s t -- and 

i f you don't know, I ' d l i k e an answer afterwards. But Mr. 

Simmons, i n the t r a c t s he owns, i s h i s i n t e r e s t — i s i t 

severed by depth, i s what I'm asking? 

A. I s i t severed by depth? I r e a l l y couldn't answer 

t h a t . I mean, I don't know i f a — I know t h a t Mr. Simmons 

does not show up as a r o y a l t y i n t e r e s t owner i n the Dakota 

f o r m a t i o n , and I would assume i t ' s because whatever t r a c t s 

he owns an i n t e r e s t i n are not included i n the Dakota 
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p a r t i c i p a t i n g area. 

But he i s i n the Mesaverde p a r t i c i p a t i n g area. 

So the theory — I mean, unless Mr. Simmons or h i s 

p r e d e c e s s o r - i n - t i t l e has, a t some p o i n t i n time, 

h o r i z o n t a l l y severed h i s mineral i n t e r e s t s , then no, i t 

should not be. 

Q. Mr. Prather, i f i t ' s okay w i t h Mr. K e l l a h i n , 

a f t e r t he hearing could you j u s t t e l l me which t r a c t or 

t r a c t s he owns i n t e r e s t i n so I can j u s t — u n i t t r a c t s ? 

A. Yeah, we can get t h a t i n f o r m a t i o n f o r you. I 

don't have i t a v a i l a b l e here today — 

Q. Okay. 

A. — but we can get t h a t i n f o r m a t i o n f o r you. 

Q. Yeah, t h a t way we can determine whether, you 

know, maybe h i s i n t e r e s t s are down i n the southern p a r t of 

the u n i t , and t h e r e f o r e he's not i n the Dakota PA, i s what 

I'm — 

A. Well, the only one t h a t I know o f f the top of my 

head, t o be honest w i t h you, t h a t he does own an i n t e r e s t 

i n i s — and I'm not saying t h i s i s the only one, but there 

are — the only one I'm aware of would be Section 32 of 32 

North, j u s t — 

Q. That would be k i n d of on the middle west side of 

the u n i t ? 

A. Yes, s i r , uh-huh. 
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Q. Okay. 

A. And I'm aware of t h a t because I do r e c a l l t h a t 

the Number 2 15 w e l l , which i s a F r u i t l a n d Coal w e l l , was 

one of the w e l l s t h a t was admitted t o the p a r t i c i p a t i n g 

area, and Mr. Simmons d i d have a r o y a l t y i n t e r e s t i n t h a t 

w e l l . 

Q. Okay, i f we could f i n d t h a t out, t h a t would be 

h e l p f u l . 

A. Right. 

MR. BRUCE: Okay. I t h i n k t h a t ' s a l l I have f o r 

Mr. Prather. Probably have a few questions f o r the 

engineer. 

EXAMINATION 

BY MR. CATANACH: 

Q. Okay. Mr. Prather, i n each of these books you've 

got the working i n t e r e s t s shown? 

A. Yes, s i r . 

Q. And the r o y a l t y i n t e r e s t ownership i s shown 

where? 

A. I t ' s shown i n the combined ownership. I don't 

have i t set out by decimal, but i t ' s contained — any 

i n t e r e s t owner i s contained over here — 

Q. That's i n — 

A. — immediately f o l l o w i n g the A p p l i c a t i o n i n each 

book. 
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Q. Okay. That's the complete l i s t of owners i n t h a t 

u n i t ? 

A. Yes, s i r . 

Q. Mr. Prather, have you been contacted by any other 

i n t e r e s t owners who have concerns or had questions about 

your A p p l i c a t i o n ? 

A. Yes, s i r , I have. I had several of them contact 

me and say, what i s t h i s , and asked me t o e x p l a i n i t t o 

them. And I t r i e d t o give them what I thought was the most 

reasonable explanation, why we had t o go through t h i s . 

Many of them wanted t o know why we got t h i s , and t h a t was 

the main t h i n g t h a t they were asking, i s , why d i d I receive 

t h i s ? 

And I informed each of them i n each case t h a t , 

you know, here's what we're t r y i n g t o do, here's what we're 

att e m p t i n g t o do, and, you know, i f you don't f e e l l i k e 

t h i s i s proper then we recommend t h a t you put i n an 

appearance. 

Q. How many p a r t i e s would you say you t a l k e d t o t h a t 

had questions or concerns? 

A. Twenty. And they were a l l e i t h e r r o y a l t y owners 

o r o v e r r i d i n g r o y a l t y i n t e r e s t owners. I d i d n ' t have any 

questions from — I d i d n ' t have any questions from any 

working i n t e r e s t owners. A couple of them c a l l e d and s a i d , 

We're going t o send somebody t o the hearing, j u s t t o 
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l i s t e n , but they d i d n ' t have any questions on i t , l i k e I 

say. A l l the questions came from e i t h e r mineral i n t e r e s t 

or o v e r r i d i n g r o y a l t y i n t e r e s t owners. 

Q. Just out of c u r i o s i t y , Mr. Prather, d u r i n g the 

course of operating w i t h i n these u n i t s , do you normally 

provide n o t i c e t o r o y a l t y i n t e r e s t or o v e r r i d e r o y a l t y 

i n t e r e s t f o r d i f f e r e n t operations t h a t you do? 

A. For j u s t day-to-day operations? 

Q. Yeah, I mean, i f you're going t o d r i l l a w e l l or 

i f you're going t o — Do you know of any instance where you 

do provide n o t i c e t o r o y a l t y i n t e r e s t owners? 

A. Well, no, s i r , mainly j u s t when i t ' s r e g u l a t o r y 

involvement matters. But f o r day-to-day operations and 

t h i n g s l i k e t h a t , no, not f o r r o y a l t y o v e r r i d e owners, no, 

we don't. 

Q. That's not anything t h a t ' s r e q u i r e d w i t h i n the 

u n i t o p e r a t i n g agreement or anything? 

A. No, s i r . 

Q. Mr. Bruce r e f e r r e d t o a couple of areas not 

in c l u d e d i n — a t l e a s t the 3 2-7 U n i t . 

A. Uh-huh. 

Q. Can you r e f e r t o t h a t map? 

A. Sure. 

Q. Can you i d e n t i f y those areas f o r me? 

A. One of them would be i n Section 33, the south 
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h a l f . I t would be, a c t u a l l y , the southwest q u a r t e r and the 

east — or west h a l f of the southeast q u a r t e r i n Section 

33. 

Q. Okay. 

A. I b e l i e v e there's another one up i n Section 21, 

the east h a l f of the northwest quarter. 

Q. Okay. 

A. There's a small piece down t o the southwest there 

i n Section 5 and 6. That's a 4 0-acre t r a c t t h a t ' s not i n 

the u n i t . And then down i n Section 18, there's also a 

piece down t h e r e . 

And t o the best of my r e c o l l e c t i o n , most of 

those, i f not a l l of them — I know the ones down here i n 

the southern p o r t i o n were fee ownership where the 

i n d i v i d u a l fee owners of the leases d i d not commit them t o 

the u n i t , d i d not sign the u n i t agreement. 

Same s i t u a t i o n there i n Section 33. The 

leaseholder t h e r e d i d not or would not sign the u n i t 

agreement back i n the 1950s, so they were never committed 

o r i g i n a l l y t o the u n i t . I t wasn't a matter of being 

c o n t r a c t e d out. 

Q. I s there a s i m i l a r s i t u a t i o n i n the other u n i t s ? 

A. Yes, s i r , there i s i n 32-8. I b e l i e v e t h e r e may 

be a p o r t i o n t h e r e . I t h i n k you have a b i g hole r i g h t a t 

the t o p . 
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Q. Okay, t h a t area i n Section 16 and i n Section — 

A. Yes, s i r . 

Q. -- 21? 

A. Uh-huh. And then the other two u n i t s , I b e l i e v e 

they're f u l l y — 31-6 and 29-6 are both — e v e r y t h i n g 

represented down there w i t h i n the boundary o u t l i n e i s i n 

the u n i t . 

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

questions of t h i s witness. You may be excused. 

THE WITNESS: Thank you. 

MR. KELLAHIN: Mr. Examiner, I need t o c o r r e c t a 

misstatement I made t h a t was i n c o r r e c t . The P h i l l i p s 

A p p l i c a t i o n t h a t d e a l t w i t h the P i c t u r e d C l i f f i n the 

F r u i t l a n d , they d e s i r e t o have the same type of order t h a t 

you entered i n the other two commingling reference cases. 

My understanding i s t h a t f o r the PC and the F r u i t l a n d , t h a t 

they d i d not achieve the c l a s s i f i c a t i o n of e i t h e r of those 

zones as marginal economically throughout the u n i t , nor 

were they exempted from the pressure c r i t e r i a . 

What they were allowed t o do, however, i s t o 

avoid sending a d d i t i o n a l n o t i f i c a t i o n f o r those instances 

where they chose or would choose t o commingle the PC w i t h 

o ther formations, the Dakota or the Mesaverde. 

So i f I may c o r r e c t my opening comments i n t h a t 

regard, t h a t i s what they want t o accomplish. I t may 
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i n v i t e a d d i t i o n a l questions of Mr. Prather or from the 

engineering witness, but I apologize f o r my misstatement. 

EXAMINER CATANACH: Okay. 

MR. BRUCE: I don't have any questions of Mr. 

Prather, but do you mean — you said — I j u s t want a 

c l a r i f i c a t i o n . 

MR. KELLAHIN: Well, l e t me r e s t a t e i t . I f Mr. 

Simmons has a spacing u n i t i n which he would share i n 

F r u i t l a n d Coal gas, and t h a t contains a w e l l , f o r example, 

a Dakota w e l l , i n a spacing u n i t i n which he may or may not 

have an i n t e r e s t , and i f they choose t o come back l a t e r and 

commingle i t w i t h F r u i t l a n d Coal, they are r e l i e v e d from an 

o b l i g a t i o n t o send Mr. Simmons any a d d i t i o n a l n o t i c e , other 

than what he got today. 

EXAMINER CATANACH: Okay, t h i s witness may be 

excused. 

MIKE LARIMER. 

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

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

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

please s t a t e your name and occupation? 

A. Mike Larimer, I am a petroleum engineer w i t h 

P h i l l i p s Petroleum Company i n Farmington, New Mexico. 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

31 

Q. Mr. Larimer, have you t e s t i f i e d before the 

D i v i s i o n on p r i o r occasions? 

A. No, I have not. 

Q. Summarize f o r us your education. 

A. I received a bachelor of science i n petroleum 

engineering from Tulsa U n i v e r s i t y , graduated i n 1986. For 

the past approximately 13 years I've worked f o r P h i l l i p s 

Petroleum i n a v a r i e t y of c a p a c i t i e s , p r o d u c t i o n engineer, 

d r i l l i n g , r e s e r v o i r engineer. 

Q. As p a r t of your d u t i e s assigned t o you by your 

company, have you been involved i n i t s p r o j e c t t o achieve a 

downhole commingling reference case f o r each of these four 

u n i t s ? 

A. My r e s p o n s i b i l i t i e s have been t o supervise the 

ga t h e r i n g of the data and do much of the a n a l y s i s of the 

data, so I have been i n t i m a t e l y involved w i t h the p r o j e c t . 

Q. When we look a t the balance of the e x h i b i t books 

i n each instance, those represent your work product, do 

they not? 

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

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

petroleum engineer. 

EXAMINER CATANACH: Any objection? 

MR. BRUCE: No o b j e c t i o n . 

EXAMINER CATANACH: Mr. Larimer i s so q u a l i f i e d . 
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Q. (By Mr. Ke l l a h i n ) Mr. Larimer, l e t ' s t u r n t o the 

e x h i b i t book f o r the 29 and 6. Turn behind E x h i b i t Tab 

Number 2, and l e t me have you i d e n t i f y the f i r s t d i s p l a y . 

A. Under E x h i b i t 2, the f i r s t sheet i s a p l a t 

showing the Mesaverde w e l l s i n the 29-6 u n i t . 

Q. What i s the purpose of those w e l l s t h a t are 

color-coded w i t h the green dots? 

A. The green dots represent the w e l l s which were 

p r i m a r i l y used i n the study t o de r i v e the i n f o r m a t i o n t h a t 

we present today. 

Q. That would include f o r the Mesaverde r e s e r v o i r 

the pressure, the fo r e c a s t estimated u l t i m a t e recovery, the 

vari o u s components t h a t went i n t o your analysis? 

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

Q. Why d i d you choose f o r t h i s u n i t these p a r t i c u l a r 

w e l l s , the seven t h a t we're seeing w i t h the dots? 

A. Because they are r e p r e s e n t a t i v e of the w e l l s i n 

t h i s vast m a j o r i t y of the c e n t r a l p o r t i o n of the u n i t . 

Q. When we look a t the conclusions t h a t you 

u l t i m a t e l y reached, were you able t o reach an engineering 

conclusion t h a t f o r the Mesaverde r e s e r v o i r , the f u t u r e 

o p p o r t u n i t y i n t h i s r e s e r v o i r would be f o r pro d u c t i o n t h a t 

would be marginal? 

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

Q. I n a d d i t i o n , when we looked a t t h i s data were you 
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able t o s a t i s f y y o u r s e l f t h a t the pressure i n f o r m a t i o n you 

are about t o show i s r e p r e s e n t a t i v e of the Mesaverde 

pressure i n the u n i t ? 

A. Yes. 

Q. As we describe your methodology and your 

conclusions, d i d you do the same method and reach the same 

conclusions f o r each of the four u n i t s ? 

A. Yes, the same methodology was used i n each of the 

u n i t s . 

Q. Can you g e n e r a l l y describe f o r us what you see as 

the f u t u r e o p p o r t u n i t y i n each of these u n i t s f o r the 

pr o d u c t i o n of Mesaverde gas from t h a t formation? How are 

we going t o do i t ? 

A. You mean the development? 

Q. Yes, s i r . 

A. Future development? 

Q. Right. 

A. I t v a r i e s from u n i t t o u n i t . Some u n i t s have a 

l i m i t e d p o t e n t i a l . Most of the u n i t s a c t u a l l y have a 

f a i r l y l i m i t e d p o t e n t i a l f o r d r i l l w e l l s . Most of the 

p o t e n t i a l would be f o r recompletions, and I can, as we go 

through the u n i t s , describe t h a t . 

Here i n 29-and-6 U n i t , as you can see, the 

Mesaverde i s f u l l y d r i l l e d on 160s, and so work i n the 

Mesaverde would come from the o p t i o n a l 80-acre i n f i l l s , and 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

34 

r i g h t now our cu r r e n t plans would be along the l i n e s of 

going i n t o e x i s t i n g Dakota w e l l s i n t h i s u n i t and 

performing a recompletion where t h a t i s prudent and 

economical. 

Q. When you ran your economic cases, d i d you 

determine t h a t the most e f f e c t i v e and e f f i c i e n t means t o 

access and produce the Mesaverde was i n commingled 

wellbores? 

A. Absolutely, i t ' s d e f i n i t e l y the most e f f i c i e n t 

completion, something we've been doing i n two of our other 

u n i t s , the 29-and-5, the 30-and-5 U n i t , f o r the past two 

years, found t o be very e f f i c i e n t and c o s t - e f f e c t i v e 

completion. 

Q. Let's t u r n behind the p l a t and look a t the f i r s t 

t a b u l a t i o n of data. What are you t a b u l a t i n g here? 

A. On t h i s sheet we do summarize a l l the u n i t s , but 

f o r t he 29-and-6 U n i t , i n p a r t i c u l a r , we have the i n i t i a l 

pressures, what we found t o be the c u r r e n t pressures i n the 

area from those w e l l s we pointed out e a r l i e r , a p r o j e c t e d 

i n i t i a l r a t e f o r w e l l p r o j e c t s we'd be doing i n t h a t area, 

and p r o j e c t e d EUR f o r p r o j e c t s i n t h a t area. 

Q. A l l r i g h t . And f o r t h i s t a b u l a t i o n , then, i t ' s 

the same e x h i b i t Mr. Catanach w i l l f i n d i n each of the 

e x h i b i t books? 

A. I t ' s the exact same e x h i b i t f o r the Mesaverde and 
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the Dakota i n each of the e x h i b i t books. 

Q. Let's t u r n t o the t o p i c of pressure. When we 

compare the c u r r e n t bottomhole pressure i n the u n i t , i n the 

Dakota r e s e r v o i r , i n each instance have you been able t o 

conclude t h a t those c u r r e n t pressures are less than the 

o r i g i n a l , i n i t i a l bottomhole pressures i n the Mesaverde? 

A. Yes, we have. 

Q. I s i t necessary, i n your o p i n i o n , t o continue the 

c r i t e r i a under the r u l e of s a t i s f y i n g the pressure 

l i m i t a t i o n s ? 

A. No, i t i s not. 

Q. Let's t u r n behind t h a t , and l e t ' s look a t the 

components of cost. I d e n t i f y what you're doing and 

describe the conclusions. 

A. What we've t a b u l a t e d on t h i s sheet would be a 

comparison of each of the three d i f f e r e n t completion 

methods t h a t we've looked a t , a s i n g l e completion, a dual 

completion and commingled completion, a l l d e a l i n g w i t h the 

Mesaverde and Dakota r e s e r v o i r s . 

The top block of i n f o r m a t i o n would be a s i n g l e 

completion i n the Mesaverde and a s i n g l e completion i n the 

Dakota. For the Mesaverde s i n g l e completion the t o t a l cost 

would be $483,000. The Dakota, the t o t a l cost would be 

$52 0,000. And you can see t h a t I've added those together 

t h e r e , so t h a t i f we were t o d r i l l a s i n g l e i n the 
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Mesaverde and a s i n g l e i n the Dakota, the t o t a l cost would 

be a l i t t l e b i t over a m i l l i o n d o l l a r s . 

The next block of data down would be i f we took 

the Dakota and Mesaverde and d i d a dual completion w i t h a l l 

of the downhole equipment and the l a r g e r w ellbore 

associated w i t h t h a t . And then we broke t h a t out w i t h 

costs a t t r i b u t a b l e t o each formation. We have one 

we l l b o r e , but you are completing the Dakota and the 

Mesaverde i n a dual-completion fashion. And the t o t a l cost 

of t h a t completion i s $925,000. 

And the l a s t block of i n f o r m a t i o n i s what we've 

r e a l l y been focusing on. I t ' s i n the commingled completion 

where you have the cost e f f i c i e n c i e s of the s i n g l e w e l l — 

smaller w e l l b o r e , w i t h o u t a d d i t i o n a l downhole equipment. 

And the t o t a l cost of t h a t wellbore f o r the e q u i v a l e n t t h a t 

you might see i n the dual and the s i n g l e i s $725,000. 

Q. So i f you look a t the summaries, then — the 

$725,000, compared t o the $925,000, compared t o $1,300,000 

— the D i v i s i o n can see the obvious savings t h a t are 

r e a l i z e d by the commingling completion? 

A. That's r i g h t , and a t t h i s p o i n t we see t h a t t h i s 

i s t h e most e f f i c i e n t c o m p l e t i o n f o r us t o do. 

Q. A l l r i g h t , l e t ' s look a t the op e r a t i n g expenses 

associated w i t h these various a c t i v i t i e s . I f y o u ' l l t u r n 

t o the next t a b u l a t i o n , summarize f o r us what you're 
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showing. 

A. This i s , again, a summary of a l l the u n i t s , w i t h 

the Mesaverde w e l l - o p e r a t i n g costs and the Dakota w e l l -

o p e r a t i n g costs, and b a s i c a l l y we j u s t p u l l e d the a c t u a l 

o p e r a t i n g expenses t h a t i s our h i s t o r i c a l expenses f o r 

these types of w e l l s and presented them here. The main 

p o i n t again i s , there are some operating-cost savings by 

going t o a commingled completion, t h a t are g r e a t e r than you 

might have i n a dual or s i n g l e - w e l l completion. 

Q. Again, you've t a b u l a t e d the op e r a t i n g costs f o r 

each of the u n i t s , and you're l o o k i n g a t the Mesaverde and 

Dakota as your economic analysis? 

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

Q. Having got the operating costs and the c a p i t a l 

expenses, then you need t o f o r e c a s t what you t h i n k these 

w e l l s w i l l produce? 

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

Q. A l l r i g h t , l e t ' s t u r n t o the colored curves, i f 

you w i l l . 

A. Okay. 

Q. I s t h i s a p r e s e n t a t i o n t h a t i s s i m i l a r i n 

methodology t o t h a t used by P h i l l i p s i n the p r i o r reference 

cases? 

A. Yes, i t i s . 

Q. And i s i t s i m i l a r t o the methodology used by 
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B u r l i n g t o n i n t h e i r p r i o r reference cases? 

A. Yes, i t i s . 

Q. Refresh our r e c o l l e c t i o n on how t o read the 

d i s p l a y , and then w e ' l l t a l k about your conclusions. 

A. Okay. 

Q. What do we f i n d on the v e r t i c a l axis? 

A. On the v e r t i c a l a x is i s the u l t i m a t e recovery, 

the EUR, i n BCF. 

Q. And on the h o r i z o n t a l scale i s what? 

A. That's the i n i t i a l f i r s t - y e a r r a t e t h a t you would 

expect from whichever w e l l i s being considered. 

Q. There are three curves. Let's s t a r t w i t h the top 

red curve. What does t h i s mean? 

A. The red curve represents the a n a l y s i s of a s i n g l e 

Mesaverde w e l l . We're looking a t Mesaverde marginal 

economics here. And using a 20-percent r a t e of r e t u r n f o r 

the w e l l and running economics a t v a r y i n g recovery r a t e s 

and i n i t i a l r a t e s , we come up w i t h p o i n t s t h a t can be 

graphed so t h a t a w e l l t h a t i s going t o be b e t t e r than 

marginal economics would have t o perform above the curve. 

And a w e l l t h a t you would p l o t below the curve would be 

lower than marginal economics. 

Q. As we look a t t h i s curve sheet f o r each of the 

u n i t s , w i l l they be the same curve f o r each case? 

A. The curves w i l l be very s i m i l a r , but t h e r e are 
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variances i n the c a p i t a l cost t o perform t h a t work, and 

from u n i t t o u n i t there are some s l i g h t v a r i a t i o n s i n cost 

t h a t are represented. 

Q. The s l i g h t v a r i a t i o n s i n cost between u n i t s i s 

a t t r i b u t e d t o what? 

A. S l i g h t v a r i a t i o n s i n geography or topology. 

Q. A d d i t i o n a l d r i l l i n g depth t o a f o r m a t i o n , t h a t 

k i n d of thing? 

A. Correct, c o r r e c t . 

Q. A l l r i g h t . So what we're l o o k i n g a t as we go 

through each of the u n i t books i s , you're going t o have 

i n t e g r a t e d the a c t u a l costs r e p r e s e n t a t i v e of t h a t u n i t — 

A. Right. 

Q. — i n t o a sheet t h a t looks l i k e t h i s ? 

A. That's c o r r e c t , the economics were run 

independently f o r each of the d i f f e r e n t u n i t s . 

Q. A l l r i g h t . So i f I take the r i s k and d r i l l a 

s i n g l e Mesaverde w e l l , and i t s i n i t i a l r a t e i s more than 

600 a day, and I have forecasted an EUR of 2 BCF, can I 

a f f o r d t o d r i l l t h i s well? 

A. Yes, by the an a l y s i s done here, you would 

c o n c l u d e t h a t t h a t would be an economical w e l l . 

Q. I n your experience as t o f u t u r e Mesaverde w e l l s , 

t h a t would be h i g h l y u n l i k e l y , i s i t not? 

A. That i s c o r r e c t , i n the 29-and-6 study area, as 
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a c t u a l l y i n a l l the u n i t s t h a t we looked a t , we d i d not 

f i n d w e l l s w i t h t h a t economic p o t e n t i a l . 

Q. When I look a t the green l i n e , what does t h a t 

represent? 

A. The green l i n e would represent a d u a l l y completed 

w e l l where we've gone i n and completed the Dakota and the 

Mesaverde i n t h a t fashion. And you can see t h a t w i t h the 

cost savings t h e r e , the green l i n e i s a l i t t l e b i t lower i n 

a l l occasions than the red l i n e , so t h a t the economics are 

a l i t t l e b i t easier t o make w i t h a dual completion than 

they are, s i n g l e completion. 

Q. And then f i n a l l y the purple l i n e . 

A. The purple l i n e represents commingling the Dakota 

and Mesaverde downhole i n the same wel l b o r e , w i t h the cost 

savings you would f i n d t here. 

Q. And then on the h o r i z o n t a l scale, between 3 00 and 

400 MCF a day, and between zero and one BCF, there's a 

black dot. 

A. The black dot represents what we would expect t o 

get from our f u t u r e work, the f u t u r e development we have i n 

t h i s u n i t . 

Q. A l l r i g h t , t h a t i s s p e c i f i c a l l y t a i l o r e d based 

upon your a n a l y s i s of the f u t u r e p o t e n t i a l i n the Mesaverde 

w i t h i n the 29-and-6 Unit? 

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

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

41 

Q. And your fo r e c a s t i s t h a t i t ' s only economic t o 

do so — i n other words, f u r t h e r access t h a t resource — 

f o r a w e l l configured w i t h a downhole-commingling 

completion? 

A. Yes, t o develop the Mesaverde reserves t h a t we're 

l o o k i n g a t i n t h a t u n i t r e q u i r e s commingling, downhole 

commingling, t o be economic. 

Q. At t h i s p o i n t you can draw the conclusion t h a t 

f o r t h i s u n i t the Mesaverde would be marginal? 

A. Yes. 

Q. And must be developed as a commingled wellbore? 

A. Yes. 

Q. Let's t u r n t o the Dakota formation side i n t h i s 

u n i t . I f y o u ' l l t u r n t o E x h i b i t Tab 3, I t h i n k we can go 

through each of these a l i t t l e more q u i c k l y . 

The f i r s t d i s p l a y i s your database of t y p i c a l 

w e l l s f o r the Dakota? 

A. That i s c o r r e c t , we p u l l e d the w e l l s t h a t are on 

the edge of the development i n the Dakota i n the 2 9-and-6 

Un i t and then d i d analysis of those w e l l s , p u l l e d up the 

i n f o r m a t i o n and c o l l a t e d i t together. 

Q. What accounts f o r the f a c t t h a t the Dakota w e l l s 

have been g e n e r a l l y confined t o the southeastern p o r t i o n of 

the u n i t ? 

A. As i s g e n e r a l l y t r u e w i t h a l l the u n i t s i n the 
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formations t h a t we've developed over the past 4 0 years, the 

development tends t o take place i n the areas t h a t are 

b e t t e r f i r s t , j u d g i n g by production, and then developing 

out from t h a t . And a t a p o i n t where the economics go below 

an acceptable c r i t e r i a l e v e l , the development stops. And 

so t h a t 1 s what•s happened here. 

Q. Then as we look t o the northwest p o r t i o n of the 

u n i t f o r the Dakota, can you reasonably conclude t h a t any 

o p p o r t u n i t y f o r Dakota i n there i s going t o be even 

r i s k i e r , w i t h worse economics, than your t y p i c a l d a t a - p o i n t 

w e l l s demonstrated? 

A. Yes, t h a t i s the c o r r e c t conclusion. 

Q. Let's t u r n behind t h a t , and again we're l o o k i n g 

a t the same pressure data we saw before f o r the Mesaverde-

Dakota. We've t a l k e d about t h a t , r i g h t ? 

A. Yes. 

Q. A l l r i g h t . And then the next page i s your 

c a p i t a l expenses, then your operating costs. And l e t ' s 

t u r n t o the curves, the colored curves. 

These curves, again, are d i f f e r e n t i n where they 

are d i s p l a y e d on the p l o t , and t h a t accounts f o r the costs 

associated w i t h the Dakota, r i g h t ? 

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

Q. Okay. Let's f i n d the black dot. 

A. Okay. 
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Q. Where's the black dot? 

A. I t i s touching immediately adjacent t o the curve 

r e p r e s e n t a t i v e of commingled economics. 

Q. And what does t h a t mean? 

A. That means t h a t i t would be r i g h t on the 

b o r d e r l i n e t h a t we would be able t o develop the Dakota, 

even i n a commingled s i t u a t i o n . I n p r a c t i c a l i t y , what t h i s 

would lend you t o i s t h a t you might go out and t r y one or 

two t o see what your r e s u l t s would be. 

Q. Having been convinced t h a t the f u t u r e o p p o r t u n i t y 

i n t h i s u n i t i s t o commingle the Dakota and Mesaverde, how 

have you s a t i s f i e d y o u r s e l f as an engineer t h a t you can 

a l l o c a t e t h a t production back t o the ap p r o p r i a t e i n t e r e s t 

owners on a f a i r , e q u i t a b l e and accurate basis? 

A. We have some experience w i t h t h i s t h a t I've 

represented i n E x h i b i t 4, the a l l o c a t i o n methodology. 

Q. Let's t u r n t o the i n f o r m a t i o n behind E x h i b i t Tab 

Number 4. I'm going t o ask you t o v e r b a l i z e i t i n a 

summary fas h i o n , and then w e ' l l go back and t a l k about i t 

i n d e t a i l . 

A. Okay. 

Q. So l e t ' s t a l k about the method so we can a l l 

understand where i t takes us. 

A. The summary of the method i s t h a t i n i t i a l l y we 

u t i l i z e a s u b t r a c t i o n method, and here we're r e f e r r i n g 
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predominantly t o the Dakota and Mesaverde, but the same 

methodology would apply t o whatever formations we were t o 

commingle. 

We would i n i t i a l l y use the s u b t r a c t i o n method, 

f o l l o w e d by a f i x e d a l l o c a t i o n , a r a t i o method. And so 

i n i t i a l l y , a f t e r we have a s t a b i l i z e d flow r a t e f o r the 

e x i s t i n g zone and f o r recompletion, t h a t would be from an 

e x i s t i n g d e c l i n e curve, and f o r a new d r i l l i t would be 

from the lower zone — a f t e r we have t h a t i n i t i a l 

s t a b i l i z e d r a t e , we f o r e c a s t production f o r t h a t zone by 

month f o r a 12-month period. 

And duri n g t h a t 12-month p e r i o d t h a t we have 

fore c a s t e d , we would s u b t r a c t the forecasted r a t e t h a t we 

have forecasted out based upon the s t a b i l i z e d p r o d u c t i o n , 

we s u b t r a c t t h a t from the commingled r a t e , from both 

i n t e r v a l s together, t o determine the produ c t i o n r a t e on the 

new zone. 

And then a f t e r having t h a t being done f o r s i x t o 

twelve months, we would be able t o say t h a t the t o t a l r a t e 

f o r t he w e l l has s t a b i l i z e d and can convert t o a r a t i o a t 

t h a t p o i n t , which i s what you see as the f i x e d a l l o c a t i o n 

method t h a t we go t o a f t e r the s u b t r a c t i o n method. 

Q. Let's go back and review the s u b t r a c t i o n method. 

Let's assume, t o keep the example easy, you have a new 

d r i l l , you d r i l l t o the Dakota, you complete i n the Dakota 
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and you e s t a b l i s h production. What then do you do? You 

produce i t f o r a per i o d of time, s i x t o twelve months, 

u n t i l t he r a t e has s t a b i l i z e d ? 

A. We produce i t f o r a per i o d of weeks, several 

weeks t o several months, so t h a t we are s a t i s f i e d w i t h the 

s t a b i l i z e d r a t e and are s a t i s f i e d t h a t we can make an 

accurate f o r e c a s t of t h a t zone. 

Q. I t ' s l i k e a production d e c l i n e curve, then? 

A. Yes. 

Q. And once you have t h a t e s t a b l i s h e d r a t e , then you 

can dash the l i n e out i n t o the f u t u r e w i t h engineering 

accuracy and r e l i a b i l i t y t o know what the Dakota i s going 

t o g i v e you i n the future? 

A. Exactly. 

Q. And then you go back up and you add the 

Mesaverde — 

A. Correct. 

Q. — i n my example? 

A. Correct. 

Q. That's going t o give you a t o t a l cumulative sum? 

A. Correct. 

Q. How do you a l l o c a t e t h a t sum share back t o the 

Mesaverde? 

A. I n t h i s example we have the forecasted p r o d u c t i o n 

from the Dakota so t h a t we s u b t r a c t the Dakota pr o d u c t i o n 
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from the t o t a l commingled production, and the remainder i s 

the Mesaverde production, what we give t o the Mesaverde. 

Q. Do you p r e f e r t h a t method t o one which i s a r a t i o 

simply taken o f f of the i n i t i a l t e s t of each zone e a r l y i n 

the l i f e of the well? 

A. I n our experience over the past two years, 

d r i l l i n g some commingled Dakota-Mesaverde w e l l s , we found 

t h i s t o be the most accurate method t h a t does not i n c u r 

s u b s t a n t i a l expense. 

Q. Let's f i n i s h the h y p o t h e t i c a l . I f you've 

commingled the Dakota and the Mesaverde and have a 

p o t e n t i a l i n the Pi c t u r e d C l i f f s , how does the formula 

work? 

A. The formula would work e x a c t l y the same way. We 

would have a s t a b i l i z e d r a t e t h a t we can d e r i v e the d e c l i n e 

curve from, from the Dakota and the Mesaverde. Then we 

could add the Pi c t u r e d C l i f f s i n , and then when the t o t a l 

w e l l p r o d u c t i o n s t a b i l i z e s , we would be able t o convert i t 

t o a r a t i o . 

A c t u a l l y , I got a step ahead. For the f i r s t s i x 

t o twelve months, the Pic t u r e d C l i f f s p r o d u c t i o n would be 

the d i f f e r e n c e between the forecasted Dakota-Mesaverde and 

the t o t a l w e l l production. 

And then a f t e r s i x t o twelve months, once t h a t 

p r o d u c t i o n s t a b i l i z e s , then we can go t o a r a t i o method 
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between the zones, based on the s u b t r a c t i o n — the numbers 

the s u b t r a c t i o n method provided a t t h a t p o i n t i n time. 

Q. Let's add a f o u r t h zone. Let's add the F r u i t l a n d 

Coal. What do you do? 

A. I t would be the exact same methodology. We would 

take s t a b i l i z e d production from the e x i s t i n g w e l l b o r e 

before the recompletion, we would f o r e c a s t t h a t out, we 

would go by s u b t r a c t i o n f o r s i x t o twelve months, and then 

the remainder from the s u b t r a c t i o n method would give the 

a d d i t i o n a l zone t h a t you had completed i n . And then once 

the w e l l b o r e s t a b i l i z e d production, a t t h a t p o i n t we can go 

t o the r a t i o method based on the numbers we have a t hand. 

Q. I f your f a m i l y had a personal i n t e r e s t i n one of 

these zones, Mr. Larimer, would you be s a t i s f i e d w i t h 

P h i l l i p s paying based upon t h i s formula? 

A. Yes. 

Q. Let's look at the next step, the f i x e d - a l l o c a t i o n 

method. What happens i n order t o achieve t h a t ? What do 

you do? 

A. I n the f i x e d - a l l o c a t i o n method, i t ' s much l i k e 

we've a l l u d e d t o a l l along, when a t the p o i n t i n time where 

we say the t o t a l wellbore production i s s t a b i l i z e d i n t h a t , 

you know, f i r s t year of production, we have the forecasted 

p r o d u c t i o n from a lower zone — the Dakota, l e t ' s say — 

and then the Mesaverde w i l l be derived from the s u b t r a c t i o n 
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method. At t h a t p o i n t i n time, we j u s t take those two 

numbers and d i v i d e each by the t o t a l commingled p r o d u c t i o n , 

and we have the r a t i o t h a t we a t t r i b u t e t o each of the 

Dakota and the Mesaverde. 

I n the example I have i n the book here, we assume 

a commingled r a t e of a m i l l i o n cubic f e e t a day. The lower 

r a t e has been forecasted t o be 4 00 MCF per day a t t h a t 

time, when the w e l l production i s s t a b i l i z e d , so t h a t we 

know by s u b t r a c t i o n t h a t the upper zone, the Mesaverde, i s 

600 MCF per day. And then i t ' s j u s t a number of d i v i d i n g 

i t and g e t t i n g the math. 

I n t h i s example, j u s t t o f i n i s h i t out, the 

Dakota would get a l l o c a t e d 4 0 percent f o r the l i f e of the 

w e l l , and then the upper zone, the Mesaverde, would get 

a l l o c a t e d 60 percent. 

Q. Do you f i n d t h i s t o be an accurate, f a i r and 

reasonable basis upon which t o a l l o c a t e the production? 

A. Yes. 

Q. Let's take a b r i e f review of the other three 

e x h i b i t books, Mr. Larimer. Let's t u r n t o the e x h i b i t book 

f o r t he 32 and 7. I t ' s the 12,137 case. Let's t u r n behind 

E x h i b i t Tab Number 2 and have you t a l k us through t h i s one. 

A. Okay, the main d i f f e r e n c e i s , behind E x h i b i t 2, 

we're i n the Mesaverde. The f i r s t p l a t represents the 

w e l l s t h a t we looked a t , and you can see t h a t our study 
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area represented p r e t t y much the bulk of the center of the 

u n i t t h e r e , and we picked the w e l l s t h a t had the best data 

f o r us t o analyze. 

Going through the second pages, the case you've 

seen before w i t h the pressures and the p r o j e c t e d r a t e and 

the p r o j e c t e d EUR f o r w e l l s i n t h a t study area. Then the 

c a p i t a l expenses, then the operating costs, those two 

you've seen before. Coming t o the summary sheet, which i s 

the graph w i t h the curves, t h a t represents what we found t o 

be r e p r e s e n t a t i v e of the 3 2-7 Mesaverde. 

Q. Let's go back f o r comparison and look a t t h i s 

same curve sheet t h a t you j u s t described f o r the 29 and 6. 

A. Okay. 

Q. I t ' s obvious t h a t your a n a l y s i s demonstrates t h a t 

the o p p o r t u n i t y f o r Mesaverde production i n the 3 2-and-7 

U n i t i s s u b s t a n t i a l l y less than the o p p o r t u n i t y i n the 29-

and-6 Unit? 

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

Q. The dot i s lower? 

A. Correct. 

Q. A l l r i g h t . And t h a t explains the lack of 

Mesaverde development i n t h i s u n i t , does i t not? 

A. Exactly. 

Q. You're on the f r i n g e s of the Mesaverde, and i t ' s 

very r i s k y t o achieve t h a t production? 
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A. The p r o d u c t i v i t y i n the 3 2-7 U n i t i s less than i n 

the 29-6 U n i t . 

Q. Let's t u r n and make t h a t comparison, now, on the 

curve t h a t you prepared f o r the Dakota. How does the 

Dakota i n the 32 and 7 compare t o the Dakota i n the 2 9 and 

6? 

A. We see p r e t t y much a s i m i l a r s i t u a t i o n t h a t we do 

i n the Mesaverde. The Dakota i s less p r o d u c t i v e here than 

i t i s i n the 29-and-6 U n i t . 

Q. Again, the a l l o c a t i o n formula i s t o be the same 

f o r a l l f o u r u n i t s ? 

A. Yes. 

Q. A l l r i g h t , l e t ' s t u r n t o the 3 2-and-8 U n i t , i t ' s 

casebook 12,139. Let's t u r n behind E x h i b i t Tab Number — 

i t ' s E x h i b i t Tab Number 2 — look a t your database f o r the 

Mesaverde. Describe f o r us why you've chosen these w e l l s 

as your t y p i c a l case. 

A. What you see i n the 32-8 Mesaverde i s more 

development i n the southern p a r t of the u n i t than i n the 

nor t h e r n p a r t of the u n i t , and t h a t i s obviously because 

t h a t ' s where the more productive w e l l s are. There are some 

160-acre i n f i l l o p p o r t u n i t i e s i n the 32-and-8 U n i t , and so 

t h a t ' s t he area t h a t we concentrated on, the area t h a t we 

would most l i k e l y be developing. 

Q. Let's go back t o the curve, then, f o r the 
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Mesaverde economic case, and compare i t t o the Mesaverde 

economic case i n our main reference case, the 2 9-and-6 

U n i t . 

A. Okay. 

Q. How do they compare? 

A. You see i n the 32-and-8 Unit t h a t our p r o j e c t 

economics f o r the w e l l i s s l i g h t l y below the curve f o r a 

commingled zone, so — 

Q. Even f o r a commingled wellbore i n the Mesaverde 

i n t h i s u n i t , you're below your marginal economics? 

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

Q. Can we improve t h a t any by adding the Dakota i n a 

we l l b o r e i n t h a t u n i t ? 

A. This i s the dot t h a t represents the — Let me say 

i t t h i s way: The purple curve represents what the 

commingled case would be, assuming t h a t you're adding i n 

the Dakota f o r a commingled wellbore. 

Q. Okay. 

A. And so the statement can be made t h a t we don't 

have much of a chance of doing t h i s type of development 

unless i t i s some type of commingled s i t u a t i o n . 

Q. Okay. Let's look f o r comparison a t the Dakota 

curve f o r t h i s u n i t , compare i t t o the Dakota curve f o r the 

29-and-6 U n i t so we can see t h a t i l l u s t r a t i o n . The 

conclusion i s — ? 
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A. Yes, i f you can f i n d the dot, i t i s about h a l f a 

dot t h e r e a t 2 00 MCF a day, which i s a c t u a l l y g i v i n g i t a 

l i t t l e b i t — f o r r e p r e s e n t a t i o n purposes. But b a s i c a l l y , 

the Dakota i s not w e l l developed i n t h i s area and not very 

economic. 

Q. A l l r i g h t . Let's t u r n t o the l a s t e x h i b i t book, 

Mr. Larimer, and t u r n t o the 31-and-6 U n i t . Let's t u r n 

behind E x h i b i t Tab Number 2, look a t the c o n f i g u r a t i o n of 

the u n i t and look a t your data p o i n t s f o r the Mesaverde i n 

t h a t u n i t . Again, describe why you've chosen these t h r e e 

w e l l s t o base your analysis on. 

A. I n the 31-and-6 U n i t , the three w e l l s we've 

chosen t o analyze are g e n e r a l l y i n the center of the area 

t h a t we see the f u t u r e development t a k i n g place. You can 

see t h a t t h e r e are open d r i l l b l o c k s , open 320-acre 

d r i l l b l o c k s , as w e l l as open 160-acre d r i l l i n g l o c a t i o n s 

t h a t can be d r i l l e d i n . 

Q. A l l r i g h t , l e t ' s t u r n t o the economic curve, 

conclusion sheet a t the end of t h i s e x h i b i t tab and see 

where the black dot i s i n the Mesaverde i n t h i s u n i t . 

A. What we're showing here i s t h a t our expected 

economic case would put us j u s t below what a commingled 

w e l l would do f o r us, and so we're very close t o making 

t h a t economic. 

Q. Okay, i f y o u ' l l t u r n t o E x h i b i t Tab 3, then, 
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l e t ' s look a t your database f o r the Dakota data. Again, 

why have you chosen these Dakota wells? 

A. Again, these w e l l s were chosen because they had 

reasonable data w i t h i n the area we were studying, the area 

t h a t we expect t o see the f u t u r e development. 

Q. Were you able t o conclude t h a t they were 

c h a r a c t e r i s t i c of what you see as the e x i s t i n g and f u t u r e 

o p p o r t u n i t y i n the Dakota? 

A. Yes, t h a t i s c o r r e c t . 

Q. Let's look a t the Dakota curve, then, the 

economic curve, and have you show us where the Dakota l i e s 

i n r e l a t i o n t o the other curves. 

A. I n the 31-and-6 Uni t f o r the Dakota, we have some 

r e l a t i v e l y good p r o d u c t i v i t y i n t h i s area, and you see what 

we've been working w i t h . 

Q. Again, i t ' s s t i l l marginal when i t comes t o the 

method of completion, and i t does not make your d u a l -

completion case? 

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

Q. The o p p o r t u n i t y i s best r e a l i z e d w i t h a 

commingled wellbore? 

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

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

examination of Mr. Larimer. We would move the i n t r o d u c t i o n 

of h i s e x h i b i t s ; they're 3 and 4 i n each of the e x h i b i t 
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books. 

EXAMINER CATANACH: Any objection? 

Tab Number 3 and 4 i n each of the e x h i b i t 

books — 

MR. KELLAHIN: I'm so r r y , I misspoke again. I t ' s 

2, 3 and 4. 

EXAMINER CATANACH: 2, 3 and 4 — 

MR. KELLAHIN: Yes, s i r . 

EXAMINER CATANACH: — i n each of the e x h i b i t 

books w i l l be admitted as evidence i n these cases. 

Mr. Bruce, do you have any questions? 

MR. BRUCE: Yes, Mr. Examiner. 

EXAMINATION 

BY MR. BRUCE: 

Q. Mr. Larimer, l e t ' s j u s t go t o the 32-7 booklet, 

and t u r n behind Tab 1, which i s a c t u a l l y Mr. Prather's 

e x h i b i t , and go t o the l a s t two pages of E x h i b i t 1. Just 

some basic i n f o r m a t i o n . There's numbers by these w e l l s . 

Are those j u s t the u n i t numbers f o r each well? 

A. I t ' s the w e l l number. The se c t i o n number i s i n 

the middle of the s e c t i o n — 

Q. Yeah. 

A. — and the number adjacent t o the w e l l symbol i s 

the w e l l number. 

Q. Are — Looking a t the Mesaverde PA map, are a l l 
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of these w e l l s s t i l l p roductive i n the Mesaverde? 

A. I can see a couple o f f the top of my head t h a t 

have been plugged, so the answer would be no. 

Q. I s t h a t on the — I need b i f o c a l s , but i s t h a t on 

the map, or i s t h a t j u s t i n f o r m a t i o n t h a t you know? 

A. I see one on the map, and there's one t h a t I know 

of t h a t was r e c e n t l y plugged — 

Q. Okay, so — 

A. — w i t h i n the past two months. 

Q. Which one i s on the map t h a t you see t h a t i s 

plugged? 

A. I t ' s i n Section 8 of 31 and 7, down toward the 

bottom of the sheet. 

Q. Okay. 

A. I t would be Well Number 5. I t says t h a t the 

Mesaverde was P-and-A'd i n 1994. 

Q. Okay. And then the same t h i n g on the next map, 

the Dakota PA map. Okay, I see a couple of those noted as 

P-and-A'd; i s t h a t correct? Or abandoned? 

A. Yes. The markings on here should be c o r r e c t . 

Q. Okay. About f i v e of those w e l l s are P-and-A'd or 

abandoned? 

A. Yes, I counted f i v e . 

Q. Does t h i s booklet have any pr o d u c t i o n data? And 

i f n ot, do you have approximate numbers on the t o t a l 
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Mesaverde production from the u n i t and the t o t a l Dakota 

p r o d u c t i o n , c u r r e n t d a i l y production, from the u n i t ? 

A. I don't have t h a t production w i t h me, but I could 

provide i t . 

Q. Could we get i t a f t e r the hearing, please? 

A. Sure. 

Q. And a c t u a l l y , Mr. Larimer, I ' d l i k e t h a t on each 

of the PAs, on each of the f o u r PAs. 

A. The form the data i s most accessible i n would be 

t o p u l l i t up by the u n i t , and we would j u s t go t o the 

p u b l i c databases and c o l l a t e those together, i f t h a t ' s 

acceptable. 

Q. Yeah, what I would l i k e i s j u s t a t o t a l u n i t 

p r o d u c t i o n — 

A. Okay. 

Q. — from each PA. 

Okay. Then going t o your E x h i b i t 2, Mr. Larimer, 

the f i r s t page, these are the w e l l s t h a t you used i n the 

Mesaverde; i s t h a t correct? 

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

Q. To do your study? Why were these w e l l s chosen? 

A. They are g e n e r a l l y i n the area t h a t we expect the 

f u t u r e development t o take place, and r e p r e s e n t a t i v e of 

t h a t area. 

Q. And the same would be t r u e i n the Dakota, which 
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i s behind — the f i r s t page behind E x h i b i t 3 also? 

A. Yes. 

Q. Going t o your next page where you have the 

i n f o r m a t i o n on pressure, these are again, going over t o the 

second column from the r i g h t , these are your p r o j e c t e d 

i n i t i a l r a t e s f o r any completion i n the Mesaverde and the 

Dakota i n those formations, on average, i s t h a t — 

A. That's the f i r s t - y e a r average p r o d u c t i o n , which 

i s what we use t o f o r e c a s t . 

Q. And then going — not the next page but the one 

a f t e r t h a t , w i t h the operating costs, I j u s t want t o make 

sure I understand t h a t f o r any u n i t . Are these the t o t a l 

o p e r a t i n g costs i n the u n i t f o r a l l of the wells? Would 

you e x p l a i n t h a t ? 

A. I see. This i s a p e r - w e l l cost. 

Q. Per-well cost. 

A. So j u s t t o p i c k an example, i f you look a t the 

Mesaverde — 

Q. Uh-huh. 

A. — a s i n g l e completion, the 32-7 u n i t , t h a t one 

w e l l would cost $6900 of operating costs f o r t h a t year. 

Q. Okay. Does — Looking a t the f i r s t page of 

E x h i b i t 2 and the f i r s t page of E x h i b i t 3, Mr. Larimer, you 

were t a l k i n g about, I b e l i e v e , t h a t what you would p r e f e r 

t o do i s recomplete these Dakota w e l l s i n the Mesaverde. 
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I s t h a t — Did I understand t h a t t o be c o r r e c t ? 

A. I n a number of the u n i t s , our plans would c o n s i s t 

of going i n t o e x i s t i n g Dakota w e l l s and adding the 

Mesaverde i n t o t h a t — 

Q. I s t h a t because of the — 

A. — as opposed t o d r i l l i n g a w e l l . 

Q. Okay. I s t h a t because of — I n c e r t a i n of these, 

l o o k i n g a t the two maps, there's already e x i s t i n g Mesaverde 

and Dakota w e l l s on a number of these u n i t s ; i s t h a t 

c o r r e c t ? Just — 

A. Yes. 

Q. At l e a s t on the east side of the u n i t ? 

A. Yes, we have an e x i s t i n g - w e l l database t h a t we're 

working w i t h , w e l l s t h a t area already d r i l l e d , and so we 

work around those. 

Q. And you would recomplete these because of the 

recent D i v i s i o n order a l l o w i n g f u r t h e r i n f i l l i n the 

Blanco-Mesaverde Pool; i s t h a t c o r r e c t ? 

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

Q. Does P h i l l i p s have plans i n any of these areas t o 

go d r i l l a d d i t i o n a l Dakota w e l l s or w e l l s t o a depth 

s u f f i c i e n t t o t e s t the Dakota and then complete them i n the 

uphole zones also? 

A. I n a l l the u n i t s or — 

Q. Just l o o k i n g a t the 32-7. 
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A. I n the 32-7, there i s an area very close t o the 

two green dots t h e r e , Section 22, 27, p o s s i b l y 21, where we 

might see d r i l l i n g a Dakota w e l l and then also adding i n 

the Mesaverde. 

But i f you look a t a map w i t h a l l of the 

l o c a t i o n s on t h e r e , some of the quarter s e c t i o n s , some of 

the 160-acre spots, already have a Mesaverde w e l l t h e r e , so 

we have t o work around t h a t . 

Q. Looking j u s t a t the 32-7 U n i t , l o o k i n g a t the 

fo u r zones t h a t we're t a l k i n g about today, from top t o 

bottom, which, i n your o p i n i o n , have the most p o t e n t i a l ? 

A. C u r r e n t l y i n the 32-7 U n i t , the F r u i t l a n d Coal 

and the P i c t u r e d C l i f f s are both being developed as 

s i n g l e s . We are d r i l l i n g s i n g l e completions f o r both of 

those w e l l s . They're not marginal economics by our 

d e f i n i t i o n , so we're r e a l l y not l o o k i n g a t doing anything 

w i t h those immediately. 

Q. So w e ' l l s t i l l have favorable economics, i s what 

you're saying? 

A. As a s i n g l e completion. 

Q. So i f you were j u s t d r i l l i n g a s i n g l e w e l l , you'd 

e i t h e r want t o go t o the F r u i t l a n d Coal or the — j u s t 

l o o k i n g a t economics and d r i l l i n g the best w e l l i n t h a t 

u n i t , you'd go f o r F r u i t l a n d Coal or P i c t u r e d C l i f f s ? 

A. Right, the way t h a t I would c h a r a c t e r i z e i t i s 
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t h a t we have d r i l l e d a number of w e l l s i n both of those two 

formations, and t h a t we are c o n t i n u i n g the development out 

t o a p o i n t where i t ' s no longer economic. 

Q. And so the Mesaverde and Dakota are not as 

pr o s p e c t i v e , s h a l l we say, as the F r u i t l a n d Coal and the 

PC? 

A. Now, r e f e r r i n g back t o the p a r t i c i p a t i n g - a r e a 

maps, p a r t of E x h i b i t 1, lo o k i n g at the P i c t u r e d C l i f f s PA 

map, the r e hasn't been any expansion i n the l a s t 16, 17 

years. But you say P h i l l i p s i s d r i l l i n g a d d i t i o n a l w e l l s 

i n those? 

A. We have f i l e d some commerciality determinations 

f o r some w e l l s i n Section 22, 27 and 28 — 

Q. Okay. 

A. — but a l l of t h a t paperwork i s not f i n a l i z e d 

y e t , so they're not shown on t h i s map. 

Q. Okay. 

A. The w e l l s are shown, but a l l of the associated 

paperwork i s not completed. 

Q. Okay, I j u s t couldn't t e l l from l o o k i n g a t t h i s 

whether those were o l d w e l l s or new w e l l s . Okay. 

And then f i n a l l y on E x h i b i t 4, Mr. Larimer, your 

a l l o c a t i o n method, are you asking t h a t the D i v i s i o n order 

provide f o r a minimum t e s t period? You say s i x t o 12 

months. 
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A. What I've t r i e d t o represent i s what we're 

a c t u a l l y doing i n p r a c t i c e , j u s t t o say t h a t a f t e r we have 

added i n the second zone, we expect the t o t a l w e llbore 

p r o d u c t i o n t o take a p e r i o d t o s t a b i l i z e , and we've 

g e n e r a l l y allowed s i x t o twelve months f o r t h a t , j u s t t o 

make sure t h a t we have the most accurate d e t e r m i n a t i o n of 

a l l o c a t i o n before we proceed on t o the r a t i o method. 

Q. And duri n g t h a t f i r s t s i x t o twelve months, then, 

you're j u s t producing the one zone? 

A. No, i f you look a t the f i r s t dot p o i n t under 

"S u b t r a c t i o n Method" — 

Q. Uh-huh. 

A. — and I ' l l j u s t review t h a t again. We determine 

the s t a b i l i z e d flow r a t e f o r the e x i s t i n g zone i n the case 

of a recompletion, or a lower zone i f i t ' s a new d r i l l and 

i t ' s the i n i t i a l s t a b i l i z e d r a t e , and we f o r e c a s t t h a t 

p r o d u c t i o n r a t e by month. For a recompletion we have a 

w e l l - e s t a b l i s h e d d e c l i n e curve f o r the w e l l . I t could be 

anywhere from one year t o 20 years. For a new d r i l l , we go 

w i t h the i n i t i a l s t a b i l i z e d r a t e , and t h a t could be 

anywhere from two weeks t o several months f o r us t o 

determine t h a t . 

Q. Okay. So f o r instance, i f you recompleted a 

Dakota w e l l t h a t ' s s t i l l producing, you would have t h a t 

r a t e already established? 
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A. Correct. We would be able t o take however much 

pro d u c t i o n we had and say t h a t the d e c l i n e r a t e has 

s t a b i l i z e d on t h i s w e l l so t h a t we can come up w i t h an 

accurate f o r e c a s t . 

And then a t t h a t p o i n t where we can determine 

t h a t accurate f o r e c a s t , then we're comfortable adding the 

a d d i t i o n a l zone i n and using the s u b t r a c t i o n method, using 

the p r o d u c t i o n we've fo r e c a s t . And what we've done most 

r e c e n t l y i s the Dakota, using the f o r e c a s t from the Dakota, 

t o s u b t r a c t from the t o t a l p roduction, t o d e r i v e the 

Mesaverde production. 

Q. Okay. On the PA determinations, i s t h a t 

e f f e c t i v e as the date of completion of a wel l ? 

A. Yes, i t i s . 

MR. BRUCE: Okay. I t h i n k t h a t ' s a l l I have a t 

t h i s time, Mr. Examiner. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Okay, Mr. Larimer, l e t ' s go back t o the study 

areas you've done i n each of these cases. You've done a 

minimal number of w e l l s t h a t you've looked a t i n each of 

t h e u n i t s , and I b e l i e v e you t e s t i f i e d t h a t t h a t ' s g o i n g t o 

be the area where the development i s going t o take place. 

I assume t h a t ' s the area t h a t ' s got the best economics and 

got the best chances of recovering more reserves from each 
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of these zones? 

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

Q. I s i t l i k e l y t h a t you're going t o be developing 

out of these areas, say f u r t h e r on the southern of t h i s — 

say the 32-7 Unit? 

A. I t ' s p o s s i b l e , but t h a t ' s not an area t h a t we've 

concentrated on. And based on the numbers t h a t we have 

r i g h t now, the e x i s t i n g production and EUR f o r those w e l l s 

i n t he southern p a r t of t h a t u n i t i n p a r t i c u l a r , we don't 

see developing down there f o r q u i t e a w h i l e . 

Q. Okay, the i n i t i a l producing r a t e s and the 

estimated u l t i m a t e recoveries were j u s t based upon the 

study w e l l s ; i s t h a t c o r r e c t ? 

A. Yes. I don't want t o seem l i k e we d i d n ' t look a t 

a l l — We looked a t a l l the w e l l s , but we j u s t chose t o 

represent the w e l l s we thought were most r e p r e s e n t a t i v e , 

and t h a t 1 s what we've done. 

Q. Well, were there w e l l s i n the u n i t w i t h , say, 

higher i n i t i a l producing r a t e s or higher EURs than what 

you've represented from the study area? 

A. The answer t o t h a t would be yes, i n i n d i v i d u a l 

u n i t s t h a t you might look a t . But again, i f you look a t 

our methodology, we develop the b e t t e r p a r t s f i r s t and then 

work out t o the less productive p a r t s of the u n i t . And so 

what we're rep r e s e n t i n g today i s what we expect t o see from 
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our f u t u r e development. And so previous w e l l s t h a t were 

developed would obviously have higher r a t e s than t h a t . 

Q. So you're saying i n the study area t h a t you've 

done, t h a t ' s where you're going t o concentrate your e f f o r t s 

f i r s t , and t h a t ' s where you t h i n k you're going t o get the 

best r e s u l t s ? 

A. Yes, the best r e s u l t s of what's remaining. 

Q. That's where you t h i n k you're going t o get the 

h i g h e s t , say, i n i t i a l r a t e s and highest EURs? 

A. Yes. 

Q. Okay. What about the pressures? Say you moved 

down t o the southern p o r t i o n of t h i s u n i t . How comfortable 

are we going t o be w i t h the pressure data t h a t you've 

submitted? And d i d you look a t the pressure data from down 

i n t h a t area? 

A. I n the case, j u s t l o o king a t the 32-7 U n i t and 

l o o k i n g a t the Mesaverde, I'm q u i t e comfortable w i t h the 

pressure data. I f you look a t the Dakota behind E x h i b i t 3, 

y o u ' l l see we do not have a l o t of Dakota development 

w i t h i n our u n i t , and so i t ' s f a i r t o say t h a t we don't have 

any data p o i n t s t h e r e . 

Q. So i f you move up, o f f i n t o an area of 

development somewhere w i t h i n the u n i t t h a t ' s not near your 

study area, you're l i k e l y t o get some maybe higher 

pressures i n the Dakota? 
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A. That could very w e l l happen, yes. 

Q. Let me ask you t h i s : How many new d r i l l s , say 

t o t a l l y new w e l l s , do you t h i n k you're going t o d r i l l 

w i t h i n these u n i t s ? I'm not h o l d i n g you t o anything, 

but — 

A. Oh, yeah. 

Q. — do you have an estimate of what you might — 

A. We tend t o plan out over maybe l i k e the next two 

t o t h r e e years, i s the main t h i n g we look a t . Let me j u s t 

open up each book and r e f r e s h my memory. 

Q. Okay. 

A. I n the 29-and-6 U n i t , I can see a l a r g e number of 

recompletions, because we have a number of Dakota w e l l s i n 

the u n i t t h a t were d r i l l e d , t h a t we would add the Mesaverde 

t o , and I can see d r i l l i n g only a small number of new w e l l s 

t h e r e , less than 10, over the next several years, as f a r as 

Dakota-Mesaverde commingles. 

Q. Okay. 

A. Going i n order, next i s the 3 2-7 U n i t . As I 

a l l u d e d t o e a r l i e r , we r e a l l y only have probably less than 

f i v e or s i x Dakota-Mesaverde n e w - d r i l l w e l l s we're l o o k i n g 

a t , and about t h a t number of recompletions where we would 

add the Mesaverde t o an e x i s t i n g Dakota w e l l . 

I n the 31-and-6 U n i t I can see approximately ten 

Dakota-Mesaverde n e w - d r i l l s , commingled n e w - d r i l l s . And 
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then probably a dozen or so Mesaverde recompletions i n 

e x i s t i n g Dakota w e l l s . 

And then i n the 32-8 U n i t , probably less than 10 

Dakota-Mesaverde commingles. And one t h i n g t o p o i n t out i n 

t h a t u n i t i s , we have two w e l l s t h a t are d u a l l y completed 

i n the Dakota and Mesaverde t h a t have — one of them has 

downhole problems. This w i l l enable us t o go i n , clean out 

the downhole problems and commingle those together i n the 

e x i s t i n g w ellbore. 

Q. And i n t h a t u n i t there's no recompletions. I s 

t h a t a new — You sa i d 10 new d r i l l s ? 

A. Less than 10, r i g h t . 

Q. Okay. 

A. And there's no recompletions because the e x i s t i n g 

Dakota w e l l s are already d u a l l y completed i n the Dakota-

Mesaverde. 

Q. Okay. 

A. So t h e r e would be a rework p o t e n t i a l , go i n and 

clean out the e x i s t i n g downhole c o n f i g u r a t i o n and make i t a 

more e f f i c i e n t completion. 

Q. Okay. Back t o the pressure problem. I f you 

d r i l l a new w e l l i n an area of the u n i t , i n an area of any 

of these u n i t s where you don't have a l o t of data, how are 

we going t o know t h a t those pressures conform t o what we've 

described i n the commingling rules? Are you guys going t o 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

67 

a c t u a l l y take bottomhole pressure measurements a f t e r you 

d r i l l , or how do you propose t o do t h a t ? 

A. We o c c a s i o n a l l y do t h a t , yes. And what we could 

do i n areas where there's r e a l l y a dearth of p r o d u c t i o n , 

l i k e the area of 32-7 t h a t you pointed out, we could go i n 

and gather s u f f i c i e n t pressure data t o s a t i s f y whatever 

requirement was necessary. I b e l i e v e i n one of the u n i t s 

we have we're doing t h i s r i g h t now. 

Q. Well, you may, i n f a c t , have a l o t more 

bottomhole pressure data than you're submitting? Because I 

mean there's a l o t more w e l l s than j u s t the study w e l l s i n 

these u n i t s — 

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

Q. — t h a t are completed i n the Dakota or Mesaverde, 

so maybe what I should do i s j u s t ask you t o submit some 

a d d i t i o n a l pressure i n f o r m a t i o n w i t h i n each of these 

u n i t s — 

A. Okay. 

Q. — and then w e ' l l go from t h e r e , see i f we might 

need something else. I don't know. So why don't you go 

ahead and submit what pressure data you have? 

As f a r as the a l l o c a t i o n methods, what do you see 

as a good t e s t p e r i o d t o get a s t a b i l i z e d rate? You say 

from weeks t o months, but what does t h a t depend on? 

A. We j u s t have t o monitor the w e l l p r e t t y much on a 
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weekly basis and see what i t ' s doing. Our experience has 

been, over the past two years w i t h the Dakota-Mesaverde 

w e l l s we've done, g e n e r a l l y i n the three-to-six-month 

range. About the s h o r t e s t t h a t I can r e c a l l has been two 

months, but g e n e r a l l y i n the three-to-six-month range. 

Q. I'm s o r r y , t h a t ' s Mesaverde? 

A. Dakota. 

Q. That's Dakota. 

A. We would monitor the Dakota pr o d u c t i o n by i t s e l f 

f o r t h a t p e r i o d of time. 

Q. And you say t h a t the minimum has been two months? 

A. Right. 

Q. Okay. How do you know when you've achieved a 

s t a b i l i z e d rate? I mean, i s i t something t h a t you look a t 

and i t ' s p r e t t y c o n s i s t e n t , or — 

A. The answer i s , experience. The main i n d i c a t o r i s 

a s t a b i l i z a t i o n i n the r a t e of d e c l i n e t h a t you see i n the 

w e l l . A t y p i c a l t i g h t - g a s sand t r a n s i e n t , y o u ' l l have a 

nic e t r a n s i e n t spike and i t w i l l come down o f f of t h a t , and 

you can see i t l e v e l i n g out. And then you can compare i t 

t o e x i s t i n g w e l l s i n the u n i t , and t h a t ' s what I was 

r e f e r r i n g t o by experience, what previous w e l l s have done. 

Q. Over what p e r i o d of time would you say t h a t would 

— I mean, what p e r i o d of time — what c r i t e r i a would you 

use t o say t h i s — For 10 days or f o r 2 0 days i t ' s 
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experienced the same decline r a t e or — 

A. You mean i n comparing t o e x i s t i n g w e l l s or --

Q. Well, t h a t ' s what you would do, you would compare 

the d e c l i n e r a t e t o e x i s t i n g wells? 

A. Right, t o the peak production and d e c l i n e of 

w e l l s nearby, and we would look a t the fashion i n which 

they d e c l i n e , and compare our new w e l l t o previous 

d e c l i n e s . 

Q. Does the dec l i n e r a t e change, of these zones, 

over time? 

A. The answer t o t h a t would have t o be a yes, but i f 

you look a t a l o t of the data you can p r e t t y much come up 

w i t h t y p i c a l d e c l i n e r a t e s f o r d i f f e r e n t formations i n 

d i f f e r e n t areas. 

Q. Has i t been your experience t h a t these zones 

d e c l i n e a t s i m i l a r rates? 

A. Very s i m i l a r . 

Q. Now, you're t a l k i n g about a l l of the zones t h a t 

we're t a l k i n g about? 

A. Dakota and Mesaverde — 

Q. Just Dakota and Mesaverde. 

A. — de c l i n e a t very s i m i l a r r a t e s . 

Q. And not the other two? 

A. The other two I have not stu d i e d e x t e n s i v e l y i n 

t h i s f a s h i o n , because we r e a l l y haven't commingled any of 
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those i n w i t h these formations t o make t h a t comparison. I 

could add t h a t i n the P i c t u r e d C l i f f s , t h a t a f t e r i t ' s been 

on p r o d u c t i o n f o r a c e r t a i n p eriod of time, the d e c l i n e 

r a t e does s t a b i l i z e down t o a c e r t a i n nominal r a t e t h a t ' s 

close t o the Dakota and Mesaverde. 

Q. So you're confident t h a t i f we go t o a f i x e d 

percentage on the Dakota and Mesaverde, t h a t those two 

zones w i l l probably be d e c l i n i n g a t the same r a t e , and 

t h e r e f o r e your f i x e d percentage i s accurate? 

A. They w i l l be very s i m i l a r d e c l i n e r a t e s , from our 

experience from l o o k i n g a t a l l the w e l l s we have i n our 

u n i t s . 

I guess the only other t h i n g t o add i s , from our 

per s p e c t i v e , t h a t the a l t e r n a t i v e i s t o not produce the 

reserves, because t h i s i s the economical fashi o n t o do i t . 

EXAMINER CATANACH: Okay, I don't have any more 

questions of t h i s witness. 

Are there any other questions? 

MR. KELLAHIN: That concludes my p r e s e n t a t i o n , 

Mr. Examiner. 

EXAMINER CATANACH: Do you have anything else? 

MR. BRUCE: I don't have any questions. 

Mr. Examiner, I don't want t o submit a proposed 

order. I would l i k e t o submit a l e t t e r — I ' d l i k e t o get 

the data t h a t I've requested from P h i l l i p s and then submit 
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a l e t t e r s t a t i n g Mr. Simmons' concerns a f t e r the hearing. 

EXAMINER CATANACH: Okay, t h a t would be f i n e w i t h 

me. 

Anything else? 

MR. KELLAHIN: No, s i r . 

EXAMINER CATANACH: Okay, there being nothing 

f u r t h e r i n these cases, Cases 12,136, 12,137, 12,138 and 

12,139 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

11:55 p.m.) 
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