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

10:19 a.m.: 

EXAMINER JONES: At t h i s time l e t ' s c a l l Case 

Number 13,900, consecutively through Case 13,906. So t h a t 

should be about seven cases. 

Any — C a l l f o r appearances? 

This i s A p p l i c a t i o n of El Paso E&P Company, LP, 

f o r an exception t o D i v i s i o n Rule Number 104.C.(3) t o allow 

i n f i l l d r i l l i n g and simultaneous d e d i c a t i o n , Colfax County, 

New Mexico. A l l seven of those cases are s t y l e d i n e x a c t l y 

the same way. 

C a l l f o r appearances. 

MR. BRUCE: Mr. Examiner, Jim Bruce of Santa Fe, 

repres e n t i n g the Applicant. I have two witnesses. 

EXAMINER JONES: Any other appearances? 

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

(Thereupon, the witnesses were sworn.) 

LAURA SMITH. 

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 

her 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. BRUCE: 

Q. Would you please s t a t e your name f o r the record? 

A. Laura Smith. 

Q. And where do you reside? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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A. I l i v e i n Denver, Colorado. 

Q. Who do you work f o r and i n what capacity? 

A. I'm a senior s t a f f landman f o r El Paso O i l and 

Gas. 

Q. Have you pr e v i o u s l y t e s t i f i e d before the 

Di v i s i o n ? 

A. Yes, I have. 

Q. And were your c r e d e n t i a l s as an expert petroleum 

landman accepted as a matter of record? 

A. Yes, they were. 

Q. And does your area of r e s p o n s i b i l i t y a t El Paso 

in c l u d e t h i s p a r t of northeast New Mexico? 

A. Yes, i t does. 

Q. And are you f a m i l i a r w i t h the land matters 

i n v o l v e d i n t h i s case? 

A. Yes. 

MR. BRUCE: Mr. Examiner, I ' d tender Ms. Smith as 

an expert petroleum landman. 

EXAMINER JONES: Ms. Laura Smith i s q u a l i f i e d as 

an expert petroleum land manager. 

Q. (By Mr. Bruce) Ms. Smith, could you i d e n t i f y 

E x h i b i t 1 f o r the Examiner? 

A. Sure. E x h i b i t 1 i s j u s t a la r g e overview of the 

Vermejo Park Ranch. As you can see, t h a t ' s p r i m a r i l y 

l o c a t e d i n New Mexico, but there i s a small p o r t i o n up i n 
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Colorado. And included w i t h i n the l a r g e overview are two 

i n s e r t s . One i s labeled the A and E pods, and the second 

i s the B pod, and those are the two areas where we are 

requesting the simultaneous d e d i c a t i o n . 

Q. Okay. Now i t says 80-acre i n f i l l p i l o t areas. 

What i s the w e l l spacing i n t h i s area? 

A. The w e l l spacing r i g h t now i s 160-acre spacing, 

and we are requesting simultaneous d e d i c a t i o n f o r seven 

w e l l s , seven w e l l u n i t s . 

Q. Okay, and you're not seeking t o downspace; t h i s 

80-acre j u s t simply denotes t h a t you're seeking two w e l l s 

per 160? 

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

Q. Okay. And i s E x h i b i t IA simply a r e i t e r a t i o n of 

what w e l l s are involved on each p a r t i c u l a r w e l l u n i t ? 

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

Q. Okay. Now l e t ' s move on t o your E x h i b i t s 2 and 

2A, which are blowups of the areas t h a t you p r e v i o u s l y 

discussed. What do they show? 

A. I t ' s j u s t a more d e t a i l e d v e r s i o n , showing the 

w e l l s t h a t have been d r i l l e d already i n these immediate 

areas. The green diamonds i n d i c a t e where we would l i k e t o 

d r i l l the second w e l l i n each u n i t . 

Q. What i s the ownership of the Vermejo Park Ranch? 

A. Vermejo Park Ranch i s a — t h i s i s a landman's 

STEVEN T. BRENNER, CCR 
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dream. The surface i s owned by Vermejo Park, LLC. El Paso 

i s the only working i n t e r e s t owner w i t h i n the whole ranch. 

The m a j o r i t y — and the vast m a j o r i t y under the ranch, E l 

Paso i s a c t u a l l y the o i l and gas r i g h t s owner. 

On E x h i b i t 2 you w i l l see a yellow — the yellow 

c o l o r . That i n d i c a t e s Highway 555. And i n t h a t p a r t i c u l a r 

case the County of Colfax owns the minerals under the 

highway, but we have an o i l and gas lease from them. So 

the r e again, we're the only working i n t e r e s t owner w i t h i n 

the park o u t l i n e . 

Q. And so since there i s only one mineral owner i n 

essence, and t h a t i s El Paso, there was no need t o n o t i f y 

anybody of the o f f s e t — 

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

Q. — any o f f s e t s of the A p p l i c a t i o n ? 

A. Correct. 

Q. Okay. Were E x h i b i t s 1, IA, 2 and 2A prepared by 

you or under your supervision? 

A. Yes, they were. 

Q. And i n your opinion i s the g r a n t i n g of t h i s 

A p p l i c a t i o n i n the i n t e r e s t s of conservation and the 

pre v e n t i o n of waste? 

A. Yes. 

MR. BRUCE: Mr. Examiner, I ' d move the admission 

of E x h i b i t s 1 through 2A. 

STEVEN T. 
(505) 

BRENNER, CCR 
989-9317 
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EXAMINER JONES: E x h i b i t s 1 through 2A w i l l be 

admitted. 

MR. BRUCE: And I have no f u r t h e r questions of 

the witness. 

EXAMINATION 

BY EXAMINER JONES: 

Q. The surface owner r e s t r i c t i o n s , are they — 

A. We have a very d e t a i l e d surface agreement w i t h 

Vermejo Park, LLC. I t ' s c a l l e d the mineral e x t r a c t i o n 

agreement. I t was prepared many years ago, i t ' s been 

amended and r e s t a t e d , and i t ' s very s p e c i f i c as t o what i s 

allowed. W i t h i n the mineral e x t r a c t i o n agreement, i t does 

all o w f o r 14 w e l l s t o be d r i l l e d on e s s e n t i a l l y t h i s 80-

acre development, and so these w i l l be our t e s t cases f o r 

t h a t . 

Q. Okay. So El Paso a c t u a l l y owns the minerals t h a t 

— Did they buy these from Pennzoil; i s t h a t r i g h t ? 

A. Yes, through a se r i e s of ownership, but yes, from 

Pennzoil. Really i t was from Devon t o El Paso, but Devon 

acquired Pennzoil. 

Q. Okay. And does i t extend out of the park? I 

mean, as f a r as the — 

A. I f y o u ' l l look on E x h i b i t 1, y o u ' l l see k i n d of a 

strange l i t t l e blob there t o the — d i r e c t l y west of the 

ranch. That i s also the ranch ownership. 

STEVEN T. BRENNER, CCR 
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And then there i s another p a r c e l t h a t i s located 

south and east of t h a t p a r t i c u l a r t r a c t t h a t ' s not depicted 

on t h a t map. Again, i t ' s k i n d of o f f s e t , i t ' s not 

contiguous t o the ranch o u t l i n e . But the r e again, t h a t ' s 

also park — Vermejo Park surface and El Paso o i l and gas 

Rights. 

EXAMINER JONES: Okay, t h a t ' s — Do you have any 

questions f o r — 

MR. THOMAS: (Shakes head) 

EXAMINER JONES: Okay, w e l l thank you very much. 

THE WITNESS: Thank you. 

MR. BRUCE: Mr. Examiner, the e x h i b i t s I've 

handed you are i n two d i f f e r e n t packages. One r e l a t e s t o 

the A and E pods p r e v i o u s l y noted, and one p e r t a i n s t o the 

B pods. So although i t ' s s i m i l a r data, they cover 

d i f f e r e n t areas. 

HOWARD W. MUSGROVE. 

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. BRUCE: 

Q. Would you please s t a t e your name f o r the record? 

A. My name i s Howard Musgrove. 

Q. And where do you reside? 

A. Parker, Colorado. 

STEVEN T. BRENNER, CCR 
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Q. Who do you work f o r and i n what capacity? 

A. I work f o r El Paso O i l and Gas as a senior s t a f f 

r e s e r v o i r engineer. 

Q. Have you p r e v i o u s l y t e s t i f i e d before the 

D i v i s i o n ? 

A. No, I have not. 

Q. Would you please summarize your educational and 

employment background? 

A. I graduated from the Colorado School of Mines 

w i t h a degree i n g e o l o g i c a l engineering. I've worked 38 

years i n the o i l and gas. Since January of 2 003, I've been 

working the Vermejo Park CBM p r o j e c t as a r e s e r v o i r 

engineer, p r i o r t o t h a t the previous seven years w i t h 

Coastal/El Paso and t i g h t gas p r o j e c t s i n Utah as a 

r e s e r v o i r engineer. 

Q. What other companies have you worked f o r over the 

years? 

A. I've worked f o r Tenneco O i l and Gas f o r 18 years, 

I've worked f o r EOG as a g e o l o g i c a l manager, and I've spent 

f o u r years c o n s u l t i n g i n Denver. 

Q. Your degree i s i n g e o l o g i c a l engineering, and you 

are a r e s e r v o i r g e o l o g i s t , but do you have any 

c e r t i f i c a t i o n s ? 

A. I'm c e r t i f i e d as a c e r t i f i e d petroleum g e o l o g i s t 

w i t h the AAPG. I'm a member of the SPE, and I b e l i e v e 

STEVEN T. BRENNER, CCR 
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t h a t ' s i t . 

Q. And does your area of r e s p o n s i b i l i t y a t El Paso 

incl u d e t h i s p o r t i o n of New Mexico? 

A. Yes, i t does. 

Q. And are you f a m i l i a r w i t h the r e s e r v o i r 

engineering matters involved i n t h i s A p p l i c a t i o n ? 

A. I am. 

MR. BRUCE: Mr. Examiner, I ' d tender Mr. Musgrove 

as an expert r e s e r v o i r engineer. 

EXAMINER JONES: Mr. Musgrove i s q u a l i f i e d as an 

expert r e s e r v o i r engineer. 

Q. (By Mr. Bruce) Mr. Musgrove, could you r e f e r t o 

your f i r s t e x h i b i t , El Paso E x h i b i t 3, and i d e n t i f y t h a t 

f o r the Examiner? 

A. E x h i b i t 3 i s an isopach map of the t o t a l Raton 

coals t h a t are pe r f o r a t e d i n the w e l l s i n d i c a t e d and are 

c o n t r i b u t i n g production i n those w e l l s . 

Q. And what i s E x h i b i t 4? 

A. E x h i b i t 4 i s a t o t a l isopach of the Vermejo 

coals, which are also p e r f o r a t e d and c o n t r i b u t i n g t o 

producti o n i n the i n d i c a t e d w e l l s . 

Q. Are the Raton and the Vermejo coals the two main 

producing zones i n t h i s area? 

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

Q. I s the Raton above the Vermejo? 

STEVEN T. BRENNER, CCR 
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A. The Raton i s the shallowest of the two coal 

i n t e r v a l s t h a t are producing a t Vermejo Park Ranch. 

Q. And what i s the approximate depth i n t h i s area of 

t h i s coal? 

A. The TD of the w e l l s are approximately 2300 f e e t . 

Q. Okay. Now there have been a number of w e l l s 

d r i l l e d out there obviously over the years, c o r r e c t ? 

A. As of January 1, we had 685 producing w e l l s a t 

Vermejo Park, and we are d r i l l i n g about 161 coalbed methane 

w e l l s t h i s year. 

Q. And so you do have a good produ c t i o n h i s t o r y on 

these w e l l s , correct? 

A. We do. 

Q. And what i s E x h i b i t 5? 

A. E x h i b i t 5 i s a reference of the d e c l i n e curve 

showing both the monthly production f i g u r e s and the water, 

as w e l l as our d a i l y production rates and the forecasted 

d e c l i n e curve, which gives us the estimated u l t i m a t e 

recovery f o r each of the w e l l s . 

Q. Now i f you could go through j u s t the very f i r s t 

one. I know there's a l o t of w e l l s contained i n E x h i b i t 5, 

but i f you could j u s t do one w e l l , what do these w e l l s 

normally — Take t h i s w e l l . What i s the i n i t i a l producing 

r a t e and what i s a t y p i c a l recovery out here? 

A. We see the i n i t i a l r a t e being somewhere around 25 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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t o 40 MCF a day, which slowly i n c l i n e s t o a peak r a t e of 

around 14 0 MCF a day. I n about 3 6 months there's a p e r i o d 

of f l a t p roduction, and then they go on t e r m i n a l d e c l i n e . 

Q. And what i s the approximate l i f e of these — Are 

a l l the w e l l s out there s t i l l producing? 

A. Yes, they are. 

Q. And so they do have r e l a t i v e l y long l i v e s ? 

A. These w e l l s have g e n e r a l l y about 35-year l i v e s . 

Q. And what i s — Like on the VPR E Number 19, what 

would be the estimated u l t i m a t e recovery from t h i s w e l l ? 

A. About 848 m i l l i o n cubic f e e t of gas. 

Q. Okay. And again, these are j u s t — 

A. — j u s t f o r the reference of how we get t o the 

estimated u l t i m a t e , which y o u ' l l see on the summary c h a r t 

i n j u s t a moment. 

Q. Okay, l e t ' s move on t o t h a t summary c h a r t , 

E x h i b i t 6, and could you describe i t s contents f o r the 

Examiner? 

A. E x h i b i t 6 i s a summary of the 2 0 w e l l s i n d i c a t e d 

on the e x h i b i t . The f e e t of coal i s from the Vermejo 

isopach map, which was E x h i b i t 4. The bulk gas content, 

the gas i n place i n the Vermejo. Likewise from the Raton 

isopach the thickness of c o a l , bulk content i n the o r i g i n a l 

gas i n place i n the Raton. The t o t a l gas i n place f o r 160 

acres and the d e c l i n e curves then gave us the estimated 

STEVEN T. BRENNER, CCR 
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u l t i m a t e reserves from each of the w e l l s l i s t e d . 

Q. And a f t e r going through t h a t data, what do you 

estimate as the recovery f a c t o r s i n these wells? 

A. You can see the i n d i v i d u a l recovery f a c t o r s range 

from about 12 percent t o nearly 3 2 percent, w i t h an average 

of 23.8 percent recovery, which i s extremely low i n a 

coalbed methane p r o j e c t . 

Q. What i s a normal recovery or average recovery i n 

a coalbed methane prospect? 

A. We would expect t o see somewhere i n the 50- t o 

65-percent range recovery. 

Q. And based on these numbers do you b e l i e v e t h a t by 

d r i l l i n g an a d d i t i o n a l w e l l i n these w e l l u n i t s El Paso 

w i l l recover a d d i t i o n a l economic gas reserves? 

A. I do. 

Q. Now E x h i b i t s 3 through 6 were f o r what you c a l l 

the A and E pods. Are the remaining e x h i b i t s w i t h respect 

t o the VPR B pod? 

A. I t i s . 

Q. And are they s i m i l a r t o what you've j u s t 

presented? 

A. They're ex a c t l y the same, s t a r t i n g w i t h the Raton 

isopach map, which i s the shallowest coal producing 

i n t e r v a l s , the Vermejo isopach map, the d e c l i n e curves of 

the w e l l s i n t h a t area, as w e l l as a summary sheet. 

STEVEN T. BRENNER, CCR 
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Q. Now i n looking a t the summary sheet, the average 

recoveries here are even lower than i n the other pods? 

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

Q. And so again, based on t h i s data you would expect 

one a d d i t i o n a l — a t l e a s t one a d d i t i o n a l w e l l per w e l l 

u n i t not t o adversely a f f e c t the e x i s t i n g w e l l s i n those 

w e l l u n i t s ? 

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

Q. Were E x h i b i t s 3 through 10 prepared by you or 

under your supervision? 

A. They were. 

Q. And i n your opinion, i s the g r a n t i n g of t h i s 

A p p l i c a t i o n i n the i n t e r e s t s of conservation and the 

prevention of waste? 

A. Yes, s i r . 

MR. BRUCE: Mr. Examiner, I ' d move the admission 

of E l Paso E x h i b i t s 3 through 10. 

EXAMINER JONES: E x h i b i t s 3 through 10 w i l l be 

admitted i n t o evidence. 

EXAMINATION 

BY EXAMINER JONES: 

Q. Okay, Mr. Musgrove, so the Vermejo i s the 

deepest; i s t h a t — 

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

Q. Okay. 

STEVEN T. BRENNER, CCR 
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A. Vermejo formation i s approximately 300 t o 350 

f e e t i n t h i s area, i n thickness. 

Q. Oh, okay. 

A. So approximately 2000 f e e t t o 2300 f e e t . 

Q. Okay. And the Raton coals are on deeper — 

A. They're shallower, and they're over — 

Q. They're shallower. 

A. — about a 1000-foot i n t e r v a l . 

Q. Okay. So the Vermejo i s b a s i c a l l y b e t t e r — i t ' s 

not q u i t e as t h i c k , i t looks l i k e , but i t ' s got b e t t e r gas 

content? 

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

Q. P r e t t y decent gas content, a c t u a l l y . Were those 

a l l — How o f t e n do you get your gas content numbers? 

A. We have 4 3 coreholes on the ranch where we've 

taken core and done desorption t e s t s on a l l the v a r i o u s 

coals. 

Q. Were they w i r e l i n e - r e t r i e v a b l e whole cores? 

A. They were whole cores, w i r e l i n e - r e t r i e v a b l e . 

Q. On the other w e l l s besides those, do you do any 

s i d e w a l l c o r i n g or — 

A. No, s i r . 

Q. How about ash content here? How's your d e n s i t y 

l o g look? 

A. Our dens i t y log looks p r e t t y good as f a r as the 
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r u g o s i t y of the hole. We use a c u t o f f of 2.0 grams per cc. 

bulk d e n s i t y on a high r e s o l u t i o n curve. 

Q. Okay. 

A. Ash content i n t h i s general area i s about 13 t o 

18 percent i n range. 

Q. Okay. So I've seen F r u i t l a n d t h a t ' s higher than 

t h a t i n some cases. 

A. Correct. 

Q. And you're using a p r e t t y high c u t o f f , so you've 

got — I guess you're — t h a t ' s been determined t h a t t h a t ' s 

— i t i s producible up t o t h a t c u t o f f ? 

A. Yes, s i r . 

Q. The recovery f a c t o r s are r e a l low. And t h a t ' s 

based on the 160-acre spacing, I guess, the — j u s t the — 

A. I t ' s j u s t the estimated u l t i m a t e recovery by 

de c l i n e curve, d i v i d e d by the volumetric on a 160-acre 

basis. 

Q. Okay. Now do you play around w i t h a coalbed 

s i m u l a t o r on t h i s s t u f f , or d i d you use t h a t t o k i n d of 

make a p r e d i c t i o n on your — 

A. We have matched on — we have a c t u a l l y run f a i r l y 

l a r g e s i m u l a t i o n s on t o t a l of s i x w e l l s w i t h v a r y i n g IPs 

and v a r y i n g recovery f a c t o r s j u s t t o get a f e e l f o r how 

they should behave, the p e r m e a b i l i t y , i n s i t u perm. We've 

also used some f a i r l y easy simulators t o agree w i t h i t . We 
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also have out of the 685 probably, I b e l i e v e the number i s 

somewhere i n the — 160-acre — 160 w e l l s t h a t are on t h e i r 

t e r m i n a l d e c l i n e . 

Q. Okay, so you've got p r e t t y much zeroed i n on what 

i t looks l i k e you're going t o get now, except f o r your 

economic l i m i t . I guess t h a t would be k i n d of a hard t h i n g 

t o do. 

A. With 93 percent NRI we're f o r t u n a t e . We're 

probably down around — 

Q. Yeah. 

A. — the 10 MCF, maybe s l i g h t l y lower on t h a t — 

Q. Yeah. 

A. — t r u e incremental operating cost basis. 

Q. What about water dropoff as your w e l l s produce? 

Are they dewatering p r e t t y good? 

A. I t takes about three years t o dewater these 

w e l l s , p r i m a r i l y due t o the f a c t t h a t we have so many 

r e s e r v o i r s commingled i n a given w e l l . 

Q. Okay. So by t h a t time your peak pr o d u c t i o n — so 

i s t h a t t o t a l l y dewatered, or i s t h i s the most — the bulk 

of the water i s — 

A. Bulk of the water. 

Q. Okay. So they're always producing a l i t t l e b i t 

of water? 

A. Yes, s i r . 
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Q. And are you f r a c ' i n g these two zones separately 

down the casing, same-day-type deal? 

A. What we w i l l normally do on a completion, we w i l l 

f r a c coals t o about a 12 0-foot s t r a d d l e , both Vermejo and 

Raton, and immediately commingle. 

Q. So you're saying — you're im p l y i n g t h a t you've 

got several — a bunch of l i t t l e s t r i n g e r s then? 

A. We have anywhere from four t o 16 d i f f e r e n t coal 

seams open i n a given w e l l . 

Q. Okay. 

A. That's why y o u ' l l see i n several of the d e c l i n e 

curves a hyp e r b o l i c shape and then f l a t t e n i n g t o an 

exponential. I t ' s because of the stacked r e s e r v o i r s . 

Q. Okay. Well, I guess you've never t r i e d — of 

course, w i t h t h a t s i t u a t i o n there was no c a v i t a t i o n o p t i o n 

here a t a l l , I guess. 

What about C02 production, how i t ' s behaving now 

and how i t ' s p r e d i c t e d t o behave? 

A. We are t o a p o i n t where we s t a r t seeing an 

increase i n our C02, a percentage of our gas. C u r r e n t l y 

we're w e l l below our p i p e l i n e specs. 

Q. Below 3 percent? 

A. Yes, s i r . And so we do monitor our gas content, 

BTU, C02 across the f i e l d i n every w e l l on a monthly basis, 

but we have not seen the increase i n C02 y e t , which you 
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would expect towards the t a i l end of a CBM l i f e . 

Q. Has there — b a s i c a l l y f o r as f a r as costs go, 

you're extremely lucky, I guess, except f o r having t o put 

pumping — l i t t l e pumping u n i t s on these w e l l s . 

Q. Yeah, our average w e l l cost i s about $580,000 a 

w e l l through t o the a c t u a l hookup and sales. And so i t ' s a 

moderate p r i c e . 

Q. Yeah. And you own the g a t h e r i n g system and a l l 

the — t o the point? Where's the d e l i v e r y p o i n t ? 

A. D e l i v e r y p o i n t i s a t the R i t a s t a t i o n up i n 

Colorado, CIG, and we do own a l l the g a t h e r i n g and 

compression up t o t h a t p o i n t . 

Q. Okay. So t h i s recovery f a c t o r based on 160 

acres, what do you expect t o get i t down t o on the 80 

acres? 

A. I would expect t o see most of your 80-acre w e l l s 

be i n the 50- t o 60-percent range — 

Q. Okay. 

A. — which agrees w i t h our — we have done drainage 

area or c a l c u l a t i o n s . Averaging the A pod area i t ' s about 

78 acres — 

Q. Okay. 

A. — and so we'd expect t o see higher r e c o v e r i e s , 

more i n l i n e w i t h what you get o f f a desorber t e s t . 

Q. Okay. Your desorption isotherm — you probably 
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have i t — you know, you don't have t o show us one of 

those. I s t h a t p r e t t y t y p i c a l ? I mean, i s i t — 

A. Well, the — 

Q. — i s i t saturated coal t o s t a r t w i t h or — 

A. S l i g h t l y undersaturated i n i t i a l l y . But as you 

can see, we're — you know, i t depends. Again, we are 

commingling many r e s e r v o i r s . 

Q. Yeah. 

A. Some of them are s l i g h t l y undersaturated, but on 

the bulk of the Vermejo we're a t s a t u r a t i o n . 

Q. Okay. 

A. And we get most of our gas as we draw the 

r e s e r v o i r pressure down between 100 p . s . i . and on t o zero. 

C u r r e n t l y our system i s a t about a 7 t o 13 p . s . i . 

compression i n l e t pressure. 

Q. Okay. So you're b a s i c a l l y — each w e l l — a 

t y p i c a l w e l l , depending on where i t ' s a t on the ranch, I 

guess, i s p r e t t y low. You've got i t down t o 7, 7 pounds? 

A. I n the D pod, yes, s i r . 

Q. Oh, wow, t h a t ' s good. 

A. 12 percent f o r most of our i n l e t pressures i n 

the — 

Q. 12 pounds? 

A. 12 pounds, p . s . i . , yeah. 

Q. So you're doing everything you can t o get the 
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pressure down on i t , so i t doesn't seem l i k e t h a t ' s going 

t o — there's much more room f o r t h a t t o — improvement on 

t h a t ? 

A. No, I don't t h i n k a t the wellbore we can change 

very much. What we're t r y i n g t o do, of course, i s a f f e c t 

the average r e s e r v o i r pressure across the drainage area. 

Q. Yeah. I t h i n k one of the operators i n the San 

Juan has — they worked t o get the allowable pressure down 

below zero gauge pressure, you know, so — 

A. On a vacuum. 

Q. Yeah, so — and of course you've got Powder 

River, you know, t h a t they're doing t h a t . So are you guys 

a n t i c i p a t i n g any of t h a t , t r y i n g t o draw i t down? 

A. Well, the two main d i f f e r e n c e s between the Powder 

River coals and the San Juan Basin i s , we are a sub-

pressured area — 

Q. Okay. 

A. — and our i n i t i a l r e s e r v o i r c o n d i t i o n i s about a 

. 3 0-p.s.i.-per-foot gradient — 

Q. Okay. 

A. — whereas they're a t a — p r e t t y much a normal. 

We can't hold a freshwater column. And t h a t ' s another 

reason f o r our pumping u n i t s . 

Q. Speaking of t h a t , has t h a t water got some k i n d of 

bicarbonate or something, t h a t you can't put i t out on the 
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surface? I s t h a t — 

A. By agreement, our mineral e x t r a c t i o n agreement 

c a l l s f o r subsurface disposal of water. 

Q. And i s t h a t working out okay? You've got p l e n t y 

of capacity on your s a l t w a t e r wells? 

A. So f a r . As we add a d d i t i o n a l w e l l s , obviously 

w e ' l l need a d d i t i o n a l i n j e c t i o n capacity so we're on the 

ranch. 

Q. Yeah. Are you guys causing those earthquakes up 

there? 

A. I don't b e l i e v e so. 

Q. What about monitor wells? Are you going t o put 

any monitor w e l l s here t o — 

A. We have — 

Q. — look at the d i f f e r e n t zones? 

A. We have a series of monitor w e l l s t h a t are 

a c t u a l l y operated and monitored by the ranch. 

Predominantly they were concerned about us drawing down any 

freshwater a q u i f e r s , but the data also suggests t h a t we're 

not seeing crossflow between the Raton nor the Vermejo, and 

I — o f f the top of my head I don't remember how many 

monitor w e l l s we have on the ranch. 

Q. Okay, but your i n d i v i d u a l l i t t l e c oal seams, as 

f a r as having a monitor w e l l t o look a t the pressure 

drawdown between your 160 — have you ever done t h a t , have 
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a w e l l between your 160 t h a t — 

A. No, most of our monitor w e l l s are b a s i c a l l y set 

up m u l t i p l e w e l l s on a s i n g l e pad, one w i t h the Vermejo 

coals open i n one monitor w e l l , Raton coals open i n the 

other. 

Q. So you do have some? 

A. We do have some. 

Q. And does t h a t help on your d e c i s i o n t o go f o r 

t h i s i n f i l l d r i l l i n g ? 

A. Two t h i n g s have influenced i t . One i s the f a c t 

t h a t we have a very low recovery of a 160-acre, g a s - i n -

place-type of mechanism. 

The other i s t h a t , you know, even though we are 

probably on vacuum a t the wellbore, these w e l l s are seven 

years o l d , we haven't a f f e c t e d the f u l l drainage area y e t . 

And we want t o make sure t h a t we can draw t h a t down through 

time i n t o the 25-50 p . s . i . over the e n t i r e drainage area. 

Q. So your p e r m e a b i l i t y i n your coals are decent; i s 

t h a t — 

A. I n areas of the ranch they're from e x c e l l e n t t o 

decent. 

Q. Okay. But — 

A. We also have some when they get r e a l t h i n are 

very t i g h t . 

A. Very t i g h t , they're going t o take longer. What 
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about — how does t h i s r e l a t e t o the Pioneer s t u f f up 

north? I s i t the same coals and same recoveries? 

A. They have two advantages t h a t we do not. They 

a c t u a l l y have a higher thermal g r a d i e n t , t h e i r coals are 

t h i c k e r than ours. And so the way they produce t h e i r 

w e l l s , they g e n e r a l l y d r i l l two w e l l s on a pad, one t o the 

Vermejo and pump i t separately and f r a c i t s e p a r a t e l y , and 

then one t o the Raton. 

Q. I s i t 160-acre spacing up there? 

A. No, s i r , i t ' s 40-acre spacing. 

Q. 4 0-acre spacing. 

A. And most of t h e i r sections have anywhere from 

f i v e t o e i g h t w e l l s . 

Q. Wow. Well, they have surface owner disputes up 

t h e r e , I understand. 

A. They have also been doing surface d i s p o s a l of 

water up th e r e and have a few problems. 

EXAMINER JONES: Okay, t h a t ' s — thank you very 

much f o r coming i n . I appreciate i t very much. 

That's the end of t h a t case, w e ' l l take Cases 

13,900 consecutively through 13,906 under advisement. 

(Thereupon, these proceedings were concluded a t 

10:48 a.m.) i 4® hereby certify that five foregoiag ft 
a ©ompiafe record of the proceedings in 

* Examiner hearing of Case No. 
heard by me on 
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