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1 THE EXAMINER: Okay, l e t ' s go back on the i 

2 record then. We're going t o consolidate these two i 

3 cases. So we w i l l consolidate Case No. 14539, 

4 a p p l i c a t i o n of Energen Resources Corporation f o r 

5 approval of a p i l o t p r o j e c t , unorthodox w e l l 

6 l o c a t i o n s , and exceptions from Rule 19.15.15.11 t o 

7 

8 

determine proper w e l l d e n s i t i e s f o r the Pic t u r e d 

C l i f f s f ormation w e l l s i n p o r t i o n s of the Gavilan, 

9 Tapacito and South Blanco P i c t u r e d C l i f f s pools, Rio 

10 A r r i b a County, New Mexico. 

11 Mr. H a l l . What formations do we have 

'• 12 here? 
\ 

13 MR. HALL: I t ' s a l l P i c t u r e d C l i f f s 

14 formation. 

15 THE EXAMINER: A l l P i c t u r e d C l i f f s 

16 formations, Rio A r r i b a County, New Mexico. 

17 And Case No. 12857, a p p l i c a t i o n of 

18 B u r l i n g t o n Resources O i l and Gas Company, LP; BP 

19 Amoco; and Energen Resources Corporation f o r 

20 approval of the p i l o t p r o j e c t i n c l u d i n g unorthodox 

21 w e l l l o c a t i o n s and exception from D i v i s i o n 

22 Rule 104.D.3 (19.15.15.11) f o r purposes of 

23 e s t a b l i s h i n g a p i l o t program i n the Pic t u r e d C l i f f s 

24 Formation t o determine proper w e l l d e n s i t y 

25 requirements f o r Pi c t u r e d C l i f f s w e l l s i n San Juan, 
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1 Sandoval and Rio A r r i b a Counties, New Mexico. 

2 C a l l f o r appearances, please. 

3 MR. HALL: Mr. Examiner, Scott H a l l and 

4 Seth McMillan, w i t h Montgomery and Andrews Law Firm, 

5 Santa Fe, on behalf of Energen Resources 

6 Corporation, w i t h three witnesses t h i s afternoon. 

7 MS. DE LA TORRE: Mr. Examiner, K e l l y de 

8 l a Torre, w i t h Beatty & Wozniak, rep r e s e n t i n g BP 

9 t h i s afternoon, and I have one witness. 

10 MR. KELLAHIN: Mr. Examiner, I'm Tom 

11 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 & 

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

13 B u r l i n g t o n Resources, an a f f i l i a t e company of 

14 ConocoPhillips. I have one witness. 

15 THE EXAMINER: So u n f o r t u n a t e l y , we don't 

16 have t a b l e s f o r everyone, do we? 

17 Would the witnesses please stand and be 

18 sworn. 

19 (Donald Lehman, David Poage, Zachary 

2 0 Van Voast, Paul Marusak and Linda H t e i n were duly 

21 sworn by the court r e p o r t e r . ) 

2 2 MR. HALL: Mr. Examiner, w i t h these 

23 consolidated cases, what we would propose t o do i s 

24 t h i s : The ol d e r case, Case 12857, i s a reopened 

25 case. I t i s a re p o r t back t o the agency pursuant t o 
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1 Order No. R-11848 issued i n October of 2002, which 

2 authorized three operators, Energen, BP and 

3 B u r l i n g t o n , t o conduct a p i l o t p r o j e c t study i n the 

4 Pi c t u r e d C l i f f s formation. 

5 The order i t s e l f d i d not c a l l f o r a r e p o r t 

6 back t o the agency on the r e s u l t s of the p i l o t 

7 p r o j e c t , but discussion i n the t r a n s c r i p t from t h a t 

8 hearing c e r t a i n l y r e f l e c t s t h a t t h a t was the 

9 i n t e n t i o n of the p a r t i e s and the agency at t h a t 

10 time. We would present our witnesses i n t h a t case 

11 f i r s t . 

12 The second case, Case 14539, i s r e l a t e d . 

13 I t ' s a proposal by Energen t o e s t a b l i s h a new p i l o t 

14 p r o j e c t study area i n what i t c a l l s i t s J i c a r i l l a 

15 East area i n Rio A r r i b a County, New Mexico. 

16 There i s s u b s t a n t i a l overlap i n the 

17 testimony between the two cases. We would have, i n 

18 any event, asked the Hearing Examiner t o take 

19 a d m i n i s t r a t i v e n o t i c e of the geologic and 

2 0 engineering testimony i n the reopened case and apply 

21 i t t o the new case. 

22 Rather than repeat testimony, we t h i n k i t 

23 would be more e f f i c i e n t f o r us t o present our 

24 witnesses on d i r e c t i n both cases f i r s t and then 

25 allow questioning by the other p a r t i e s and the 
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1 H e a r i n g Examiners. 

2 I t 1 s my u n d e r s t a n d i n g t h a t B u r l i n g t o n i s 

3 e n t e r i n g an appearance i n b o t h cases. BP's e n t r y o f 

4 appearance i s o n l y i n Case 12857, j u s t so t h e r e c o r d 

5 i s c l e a r on t h a t . 

6 THE EXAMINER: I s t h a t j u s t t h e one case? 

7 MS. DE LA TORRE: Yes. 

8 MR. HALL: I f t h a t ' s a g r e e a b l e t o t h e 

9 Examiner, w e ' l l proceed t h a t way. 

10 THE EXAMINER: A l l r i g h t . So t h e o l d e r 

11 case, Case No. 12857, t h a t was heard back i n --

12 MR. HALL: 2002. 

13 MR. BROOKS: We can do t h a t , I b e l i e v e . 

14 D i d you g e t t h e BP case counsel's 

15 acknowledgment, Mr. Rep o r t e r ? 

16 THE REPORTER: Yes, s i r . 

17 MS. DE LA TORRE: Mr. Examiner, I j u s t 

18 want t o c l a r i f y t h a t we're here j u s t on t h e 

19 r e p o r t i n g back, and we're n o t t a k i n g any p o s i t i o n on 

20 t h e Energen case o r t h e a d d i t i o n a l i n f i l l w e l l s . 

21 MR. BROOKS: Okay. Thank you f o r 

22 c l a r i f y i n g t h a t . 

23 THE EXAMINER: Okay. W e ' l l proceed w i t h 

24 y o u r w i t n e s s e s . 

25 MR. HALL: So Mr. Examiner, we p r o v i d e d 
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1 you w i t h hard copies of our e x h i b i t s i n both cases. 

2 We've also given you a copy of the o r i g i n a l order 

3 from Case 12857 so t h a t you can r e f e r t o t h a t i f you 

4 wish. 

5 And w i t h t h a t , we would c a l l our f i r s t 

6 witness, Mr. Don Lehman. 

7 MR. BROOKS: Mr. H a l l , since I'm not very 

8 w e l l informed, I'm not r e a l l y asking f o r an opening 

9 statement. But could you j u s t b r i e f l y summarize 

10 what you're doing here, what t h i s case i s about? 

11 MR. HALL: Yes. Case 12857 was o r i g i n a l l y 

12 presented t o the OCD i n 2002. And the purpose of i t 

13 was t o determine whether i t was appropriate t o 

14 increase the w e l l d e n s i t i e s f o r P i c t u r e d C l i f f s 

15 formation w e l l s i n three counties i n the San Juan 

16 Basin. 

17 To get t o t h a t p o i n t , three operators of 

18 an i n d u s t r y committee took the lead, BP, Energen and 

19 B u r l i n g t o n , and determined t h a t the best way t o 

20 gather data t o make t h a t determination was through 

21 the conduct of p i l o t p r o j e c t s on acreage owned and 

22 operated by each of those companies r e s p e c t i v e l y . 

23 MR. BROOKS: So they were authorized t o 

24 d r i l l a d d i t i o n a l w e l l s over and above the normal 

25 spacing pattern? 

PAUL BACA PROFESSIONAL COURT REPORTERS 
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1 MR. HALL: That's c o r r e c t . The curr e n t 

2 r u l e s don't provide f o r i n f i l l w e l l s i n the Pic t u r e d 

3 C l i f f s . This order authorized t h a t f o r the p i l o t 

4 study area. 

5 There were recompletions, there were new 

6 d r i l l s . Data was gathered over a p e r i o d of time, 

7 but no r e p o r t back t o the agency was ever made. 

8 I t ' s my understanding t h a t the Aztec 

9 D i v i s i o n D i s t r i c t O f f i c e s t a f f had requested t h a t 

10 the operators provide some s o r t of a r e p o r t back t o 

11 the agency. 

12 MR. BROOKS: The cu r r e n t r u l e s on Pic t u r e d 

13 C l i f f s i s 160-acre spacing, w i t h one w e l l per u n i t ; 

14 i s t h a t i t ? 

15 MR. HALL: That's r i g h t . 

16 MR. BROOKS: Okay, thank you. And I 

17 apologize f o r not having read the a p p l i c a t i o n p r i o r 

18 t o the hearing. 

19 MR. HALL: And we might also take the 

20 o p p o r t u n i t y t o discuss whether you want t o issue one 

21 order f o r both cases. I would recommend you issue 

22 separate orders. 

23 I f you look at the a p p l i c a t i o n i n Case 

24 12857, i t doesn't do much more than provide a r e p o r t 

25 back. There i s no s p e c i f i c request f o r r e l i e f t o 
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1 the agency. 

2 MR. BROOKS: Well, perhaps t h a t ' s a 

3 d e c i s i o n t h a t we w i l l a p p r o p r i a t e l y make a f t e r we've 

4 heard the testimony. 

5 MR. HALL: A l l r i g h t . At t h i s p o i n t , 

6 w e ' l l c a l l Mr. Don Lehman t o the stand. 

7 DONALD LEHMAN, 

8 having been p r e v i o u s l y duly sworn, t e s t i f i e d as 

9 f o l l o w s : 

10 DIRECT EXAMINATION 

11 BY MR. HALL: 

12 Q. For the record, please s t a t e your name. 

13 A. Donald Lehman. 

14 Q. Mr. Lehman, where do you l i v e , and where 

15 are you employed? 

16 A. I l i v e i n Birmingham, Alabama. I'm 

17 employed by Energen Resources Corp. 

18 Q. I n what capacity? 

19 A. As a petroleum g e o l o g i s t . 

20 Q. And have you p r e v i o u s l y t e s t i f i e d before j 

21 the OCD? 

22 A. No, I have not. 

23 Q. Would you give the Hearing Examiner a 

24 b r i e f summary of your educational background and 

25 work experience? 
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1 A. Okay. I have Bachelor's and Master's 

2 degree from the U n i v e r s i t y of Iowa. I s t a r t e d my j 

3 career w i t h Mobil O i l some years back, approximately j 

4 30. I've worked f o r smaller independents a f t e r I | 
I 

5 l e f t Mobil O i l ' s employment.. 1 
i 1 

6 I worked f o r Rocky Mountain P e r t a t i o u s | 
7 Sandstone f o r 20-plus years. For the l a s t three 

8 years I've been an employee of Energen Resources, 

9 s p e c i f i c a l l y working the San Juan Basin on coal 

10 r e s e r v o i r s . 

11 I'm an APG C e r t i f i e d Petroleum Geologist. 

12 Q. Now, you're f a m i l i a r w i t h the a p p l i c a t i o n s 

13 t h a t Energen has f i l e d i n both of these cases? 

14 A. Yes, I am. 

15 Q. And are you also f a m i l i a r w i t h the 

16 P i c t u r e d C l i f f s formation pools t h a t are the subject 

17 of both of those a p p l i c a t i o n s ? 

18 A. Yes, I am. 

19 Q. Let me ask you some a d d i t i o n a l questions. 

20 Are you also f a m i l i a r w i t h the general p r o v i s i o n s of 

21 Order No. R-11848 t h a t was entered by the D i v i s i o n 

22 i n 2002? 

23 A. Yes, I am. 

24 MR. HALL: At t h i s p o i n t , Mr. Examiner, we 

25 would o f f e r Mr. Lehman as an expert petroleum 
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1 g e o l o g i s t . 

2 THE EXAMINER: So r e c o g n i z e d . 

3 Q. (By Mr. H a l l ) Mr. Lehman i f you would, f o r 

4 t h e H e a r i n g Examiners, c o u l d you j u s t b r i e f l y 

5 summarize t h e c i r c u m s t a n c e s s u r r o u n d i n g t h e issuance 

6 o f t h e o r i g i n a l p i l o t p r o j e c t s t u d y o r d e r ? 

8 B u r l i n g t o n Resources, BP and Energen, e n t e r e d a case 

9 t o ask f o r a d d i t i o n a l 80-acre p i l o t w e l l s i n 

10 P i c t u r e d C l i f f s i n t h e San Juan B a s i n i n o r d e r t o 

11 g a t h e r i n f o r m a t i o n t o see i f b a s i n - w i d e downspacing 

12 may be w a r r a n t e d . 

13 I n t h a t p r o p o s a l , we were a u t h o r i z e d t o 

14 d r i l l s i x a d d i t i o n a l p i l o t w e l l s , B u r l i n g t o n 16 and 

15 BP 3, I b e l i e v e . 

16 Q. A l l r i g h t . L e t ' s l o o k a t t h e e x h i b i t s you 

17 p r e p a r e d f o r Case 12857. You have b o t h h a r d c o p i e s 

18 and p r o j e c t e d v e r s i o n s o f t h o s e ; i s t h a t c o r r e c t ? 

19 A. C o r r e c t . 

20 Q. I f you'd l o o k a t t h e f i r s t s l i d e . 

21 MR. HALL: And Mr. Examiner, we've marked 

22 those i n t h e h a r d c o p i e s as e x h i b i t s . So t h a t would 

23 be E x h i b i t No. 1. 

24 Q. (By Mr. H a l l ) Would you i d e n t i f y t h a t 

25 e x h i b i t f o r us, please? 

7 A. Yes. I n 2002, t h e t h r e e companies, 
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A. C e r t a i n l y . This i s the s l i d e t h a t ' s on 

2 the screen, i n d i c a t i n g the s p e c i f i c p i l o t w e l l s t h a t 

3 were d r i l l e d by each company and also pools on 

4 P i c t u r e d C l i f f s t h a t are i d e n t i f i e d , s t a t e pools on , 

5 P i c t u r e d C l i f f s . 

6 Q. Okay. And what does the bounded area i n 

7 red show? 

8 A. That's the four-township area t h a t 

9 B u r l i n g t o n had proposed t o do some a d d i t i o n a l 

10 petrographic or a p e t r o p h y s i c a l model and p o s s i b l y 

11 d r i l l e d a couple of cores i n the p i l o t program. 

12 I'm not f a m i l i a r w i t h t h a t , whether t h a t 

13 was accomplished or not. 

14 Q. A l l r i g h t . And are a l l of the new d r i l l s 

15 and recompleted w e l l s done by a l l of the operators 

16 f o r t h a t p i l o t p r o j e c t shown on E x h i b i t 1? 

17 A. Yes, they have been. There were several 

18 t h a t are not on t h i s t h a t were proposed, but were 

19 not d r i l l e d f o r one reason or another. 

20 Q. A l l r i g h t . Let's t u r n t o your next 

21 e x h i b i t . Would you e x p l a i n t h a t , please? 

22 A. This i s a l o g of P i c t u r e d C l i f f s i n our 

23 operating area, which i s more i n the southeast p a r t 

24 of the basin. 

25 I failed to note on the last slide our \ 
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1 Energen p i l o t s were i n the southeast p a r t of the 

2 basin l a t e r . The squares are Energen p i l o t s . The 

3 red ones are new d r i l l s . I'm so r r y . The red 

4 squares are pay adds, and the black are new d r i l l s . 

5 Q. A l l r i g h t . And f o r the record, you're 

6 r e f e r r i n g t o E x h i b i t 5 now, the typed log? 

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

8 Q. Let me t u r n t o t h a t . 

9 A. Okay. This i s a P i c t u r e d C l i f f s type l o g 

10 i n Energen's operating area. We b a s i c a l l y have one 

11 producing zone i n our area, which i s about a 50- t o 

12 70-foot continuous zone. 

13 We do see the Upper P i c t u r e d C l i f f s 

14 developed i n the northern p a r t of Gavilan F i e l d , but 

15 do not deem i t commercially p r o d u c i b l e . 

16 So t h i s type l o g shows the shaley sand 

17 character of the P i c t u r e d C l i f f s , the kamery colored 

18 i n yellow, the low r e s i s t i v i t y colored i n red, and 

19 the d e n s i t y p o r o s i t y colored i n green. 

2 0 Q. A l l r i g h t . Now, l e t ' s go back t o 

21 E x h i b i t 2, the previous s l i d e . Let's look at your 

22 hard copy of E x h i b i t 2. 

23 A. Okay. 

24 Q. Can you give us an overview of the 

25 o r i g i n a l p r o j e c t ? What were the operators t r y i n g t o 
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1 do? ( 

2 A. I gather they were t r y i n g t o e s t a b l i s h j 

3 c r i t e r i a f o r p o t e n t i a l l y downspacing from 160s t o j 
4 80 acres w i t h the P i c t u r e d C l i f f s formation i n the • 

1 
5 San Juan Basin. j 
6 Seventeen pay adds and 8 new d r i l l s were ) 

7 completed. Data was acquired on pressure ! 

8 i n f o r m a t i o n , logs on new d r i l l e d w e l l s . 

9 And since t h a t time, of course, we've had 

10 an extensive production h i s t o r y t h a t w i l l be covered 

11 by the r e s e r v o i r engineer's testimony. I 

12 Q. Can you t e l l us what c r i t e r i a were j 

13 developed f o r operators t o s e l e c t spacing u n i t s f o r 

14 the conduct of the p i l o t p r o j e c t wells? 

15 A. Yes. The c r i t e r i a we used were a w e l l j 

16 t h a t was i n an area t h a t wasn't a high-productive 1 

17 area, but o f f s e t w e l l s produced between .7 and j 

18 1.5 bcf f o r gas. 

19 Distance from the parent w e l l was | 

20 important. We t r i e d t o stay a t l e a s t 900 f e e t away 

21 from the parent w e l l s . ) 

22 Azimuth from the parent well. We tried to \ 

23 avoid d e p o s i t i o n a l s t r i k e , again t o avoid drainage. j 

24 We also t r i e d t o avoid what we thought 

25 might be f r a c t u r e trends or f r a c wings generated i n 
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1 the f r a c k i n g of the parent w e l l s , which we bel i e v e d 

2 t o be g e n e r a l l y north/south i n Energen's operating 

3 area. 

4 And the parent w e l l needed t o be i n good 

5 producing c o n d i t i o n , so we could compare production 

6 ra t e s from the p i l o t w e l l t o the parent w e l l . 

7 O f f s e t w e l l s seemed t o have optimum 

8 completions, again so we could monitor production of 

9 the o f f s e t s versus the p i l o t w e l l . 

10 And w e l l s were d r i l l e d i n a v a r i e t y of the 

11 P i c t u r e d C l i f f s pool. As you can see on t h i s map, 

12 there's at l e a s t one Pi c t u r e d C l i f f s w e l l f o r most 

13 of the P i c t u r e d C l i f f s pools i n the s t a t e . 

14 And again, a combination of new d r i l l s and 

15 pay adds, t r y i n g t o o b t a i n a d d i t i o n a l i n f o r m a t i o n . 

16 Q. A l l r i g h t . And i f we t u r n t o your 

17 E x h i b i t 3, do you discuss these c o l l e c t i o n c r i t e r i a 

18 on t h a t e x h i b i t ? 

19 A. The numbered 3? 

2 0 Q. Yes. Do you have that? 

21 A. Yes. 

22 Q. And a lso I ' v e p rov ided you w i t h a copy o f 

23 Order No. 11848. 

24 Are the c r i t e r i a t h a t you 've descr ibed 

25 a l so a r t i c u l a t e d i n paragraphs 17 and 18 o f t h a t 
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1 order? 

2 A. Yes, they are. 

3 Q. A l l r i g h t . Looking again at your 

4 E x h i b i t s 3 and 4, your hard copies, would you give 

5 us an overview of the geologic s e t t i n g f o r the 

6 p r o j e c t and the q u a l i t y of data the operators had t o 

7 work w i t h at t h a t time? 

8 A. Okay. The Pi c t u r e d C l i f f s sand trends, 

9 nearshore/offshore sands, were mapped u t i l i z i n g 

10 cumulative production. 

11 Q. And f o r the record, you're r e f e r r i n g t o 

12 E x h i b i t 6 now? 

13 A. That's c o r r e c t . So the geologic s e t t i n g 

14 i s nearshore sands. The accepted way t o map these 

15 sands i s t o map cumulative production. 

16 This map t h a t you're l o o k i n g a t , 

17 E x h i b i t 6, the b r i g h t pink c o l o r was cut o f f at 

18 1 Bcf cumulative production. That way, we can see 

19 the productive sand trends b e t t e r . 

20 As we move o f f the f l a n k s and as we get 

21 poorer production, we have p o o r - q u a l i t y r e s e r v o i r 

22 sand. So t h a t ' s the way t h a t we've most r e l i a b l a b l y 

23 mapped the sands i n the Pi c t u r e d C l i f f s p l a i n . 

24 The Energen p i l o t s were down here, i n the 

25 southeast p a r t of the basin, which w e ' l l get i n t o , a 
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l i t t l e b i t more deeper and o r i g i n a l higher pressure, 

2 which i s t y p i c a l f o r the Pi c t u r e d C l i f f s p l a i n , as 

3 f a r as the P i c t u r e d C l i f f s has, you know, a higher 

4 c l a y content and, of course, a low p e r m e a b i l i t y 

5 r e s e r v o i r , low p o r o s i t y . And we f e l t t h a t they may 

6 have a p o t e n t i a l f o r 80-acre downspacing. 

7 Q. A l l r i g h t , l e t ' s look a t E x h i b i t 7. What 

8 i s that? 

9 A. E x h i b i t 7 i s a land map of Energen's 

10 acreages o u t l i n e d i n yellow, w i t h the o r i g i n a l p i l o t 

11 w e l l s the red squares. The brown dots are 

12 Energen-operated P i c t u r e d C l i f f s w e l l s . 

13 Q. And E x h i b i t 8, what does t h a t show us? 

14 MR. BROOKS: I'm sorr y . The brown dots 

15 are Energen-operated w e l l s . And the squares are 

16 p i l o t wells? 

17 THE WITNESS: Those were p i l o t w e l l s , 

18 r i g h t . 

19 MR. BROOKS: Excuse me. Go ahead. 

20 THE WITNESS: A l l P i c t u r e d C l i f f s . 

21 Q. (By Mr. H a l l ) Let's look at E x h i b i t 8. 

22 What does E x h i b i t 8 show us? 

23 A. E x h i b i t 8 i s a blowup of the basin cum map 

24 we looked at e a r l i e r , showing a blowup of where the 

25 Energen p i l o t w e l l s were a t . 

i 
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1 You can see some of them were i n the 

2 higher-productive area i n the pink, one here and one 

3 down here. The remaining f o u r p i l o t w e l l s were 

4 lo c a t e d along the f l a n k s and margins of higher t o 

5 les s - p r o d u c t i v e areas of what we t h i n k t o be a 

6 lo w e r - p e r m e a b i l i t y p o r o s i t y r e s e r v o i r . 

7 Q. And E x h i b i t 9? 

8 A. E x h i b i t 9 i s a depth map. This map j u s t 

9 shows the r e l a t i o n s h i p of Energen p i l o t s t o the 

10 B u r l i n g t o n and BP p i l o t s . The BP p i l o t s are lime 

11 green on t h i s map; the B u r l i n g t o n p i l o t s are purple. 

12 I t ' s a depth map, 500-foot contour. This 

13 heavy contour here i s 4,000 f e e t depth. The next 

14 high heavy contour i s 3,000, and the l a s t contour on 

15 the l e f t i s a 2000-foot depth. 

16 So you can see t h a t the Energen p i l o t s 

17 were between 3,500 and 4,000 f e e t i n depth, compared 

18 t o the p i l o t s by BP and B u r l i n g t o n t h a t were less 

19 than 2,000 t o 3,000 f e e t . One was a l i t t l e deeper 

2 0 over here, near our ope r a t i n g area. But most of 

21 them were less than 3,000 f e e t i n depth. 

22 Q. Now, w i t h respect t o the p i l o t p r o j e c t 

23 study u n i t s operated by Energen, was there any new 

24 meaningful geologic data derived from the conduct of 

25 the study? 
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1 A. We d i d acquire -- f i r s t was our f o u r 

2 n e w - d r i l l e d w e l l s , a d d i t i o n a l s t r a t i g r a p h i c data. 

3 On those f o u r w e l l s , we ran modern logs. 

4 T y p i c a l l y out here, you don't have the 

5 l u x u r y of modern logs w i t h the w e l l s d r i l l e d i n the 

6 Mesa Verde. And you're lucky i f you have cased hole 

7 logs i n the P i c t u r e d C l i f f s . So we were able t o 

8 acquire some modern logs. 

9 And we also acquired s h u t - i n pressures and 

10 extensive production h i s t o r y , which w i l l be reviewed 

11 by the r e s e r v o i r engineer's testimony. 

12 Q. From the a d d i t i o n a l data t h a t Energen was 

13 able t o derive from i t s p i l o t s , was there s u f f i c i e n t 

14 a d d i t i o n a l data t o warrant the recommendation of 

15 i n f i l l development i n the P i c t u r e d C l i f f s , 

16 basin-wide? 

17 A. No, there was not. 

18 Q. I f you look back at your hard copy of 

19 E x h i b i t 4, i t discusses your geologic conclusions. 

2 0 A. Okay. 

21 Q. What are those? 

22 A. A quick review of the geologic 

23 conclusions: We do not have enough data t o 

24 determine a good geologic methodology t o loca t e 

25 80-acre i n f i l l w e l l s . 
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1 We be l i e v e t h a t more p i l o t s may be needed J 

2 t o determine i f our geologic assumptions are v a l i d . 

3 I n a d d i t i o n , we don't t h i n k we have enough j 

4 i n f o r m a t i o n t o recommend downspacing at t h i s time. 

5 Now, a l a r g e r s t a t i s t i c a l model may be a j 

6 way t o deem whether downspacing i n a p o r t i o n of the j 
i 

7 basin may be warranted. j 

8 Q. A l l r i g h t . Let's t a l k about what Energen j 

9 i s proposing f o r i t s new p i l o t s p r o j e c t . 10 I f you t u r n t o the e x h i b i t s f o r Case 

11 14539. So i n the e x h i b i t s f o r Case 14539, l e t ' s 

12 t u r n t o E x h i b i t 2. 

13 A. Okay. 

14 Q. T e l l us what you're recommending f o r the 

15 new p i l o t p r o j e c t . 

16 A. Energen i s recommending t h a t we d r i l l 

17 e i g h t a d d i t i o n a l 80-acre P i c t u r e d C l i f f s w e l l s as 

18 pay adds t o e x i s t i n g Mesa Verde w e l l s i n order t o 

19 determine the economic f e a s i b i l i t y of 80-acre 

20 downspacing i n Energen's o p e r a t i n g area. 

21 And w i t h t h a t , we have two proposed p i l o t 

22 w e l l s on the Gavilan po o l , f o u r on the Tapacito 

23 pool, and two i n South Blanco. These again w i l l a l l 

24 be pay adds t o e x i s t i n g Mesa Verde w e l l s . 

25 Q. A l l r i g h t . Now, l e t ' s r e f e r t o E x h i b i t 9, 
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1 your t e x t e x h i b i t . 

2 A. Okay. 

3 Q. And i f you would, t e l l the Hearing O f f i c e r 

4 about the c r i t e r i a you were u t i l i z i n g f o r s e l e c t i n g 

5 these p i l o t p r o j e c t spacing u n i t s . 

7 f o r the o r i g i n a l p i l o t s , where we looked f o r 

8 d i f f e r e n t p o s i t i o n s on a productive t r e n d , 

9 higher-producing areas, lower-producing, 

10 moderate-producing areas, a minimum of 900 f e e t from 

11 the parent w e l l . 

12 And these e i g h t cases were from 950 t o 

13 1,850 f e e t from the parent w e l l . Again t a k i n g i n t o 

14 account the azimuth from the parent w e l l , t r y i n g t o 

15 avoid d e p o s i t i o n a l s t r i k e , which i s 

16 northwest/southeast. And also t r y i n g t o avoid 

17 north/south f r a c t u r e s and p o t e n t i a l f r a c wings from 

18 parent w e l l s . 

19 And our p r e f e r r e d o f f s e t d i r e c t i o n then 

20 would be e i t h e r east/west or northeast/southeast 

21 from the parent w e l l . 

22 We looked f o r the parent w e l l s again t o be 

23 i n good producing c o n d i t i o n , w i t h optimum 

24 completions on the o f f s e t s , and l o o k i n g f o r wellbore 

25 i n t e g r i t y i n an e x i s t i n g Mesa Verde and/or Dakota 

6 A. I t ' s b a s i c a l l y the same c r i t e r i a we used 
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w e l l t h a t ' s producing less than 100 Mcf a day. 

2 PC cum, our o f f s e t cums, we l i k e t o see 

3 them between .51 and .5 Bcf. 

4 And one t h i n g t h a t I f a i l e d t o mention i n 

5 the previous testimony, no F r u i t l a n d coal w e l l 

6 quarter sections, which t h a t i s the case i n a l l of 

7 our p i l o t s . There are no F r u i t l a n d coal w e l l 

8 quarter sections f o r these proposed p i l o t s . 

9 Q. Would you t e l l the Hearing Examiner what 

10 you mean by "pay add"? What does t h a t term mean? 

11 A. Pay add or recompletion i s moving uphole 

12 and producing the P i c t u r e d C l i f f s i n an e x i s t i n g 

13 wellbore t h a t ' s producing from the Mesa Verde and/or 

14 Dakota. 

15 Q. And i f we r e f e r t o your t e x t E x h i b i t 10, 

16 i s t h a t what Energen i s recommending f o r a l l of the 

17 p i l o t w e l l s i n the new area? 

18 A. Yes, i t i s . 

19 Q. And e x p l a i n t o us why. What are the 

20 b e n e f i t s of t h a t approach? 

21 A. There are a number of b e n e f i t s t o 

22 u t i l i z i n g e x i s t i n g boreholes. No new surface 

23 disturbance. We be l i e v e w e ' l l show t h a t we can 

24 produce a d d i t i o n a l gas w i t h increased recovery f o r a 

25 160-acre d r i l l i n g space u n i t . No a d d i t i o n a l lease 
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2 We b e l i e v e we have good economics, w i t h \ 
j 

3 low r i s k . And Energen operates 51 e x i s t i n g Mesa 
I: 

j 

4 Verde boreholes i n our operator area, w i t h an 

5 a d d i t i o n a l 27 p o t e n t i a l Mesa Verde w e l l s t h a t could j 

6 be d r i l l e d t h a t would have p o t e n t i a l f o r e i t h e r 

7 80-acre or 160-acre P i c t u r e d C l i f f s pay adds. 

8 P i c t u r e d C l i f f s enhances the Mesa Verde economics. 

9 THE EXAMINER: And do you downhole 

10 commingle? 

11 THE WITNESS: Yes, they would be. We're 

12 recommending commingling. 

13 Q. (By Mr. H a l l ) Mr. Lehman, i n Case 

14 No. 12857, were E x h i b i t s 1 through 9 prepared by 

15 you? 

16 A. Yes, they were. 

17 Q. And i n Case 14539, were E x h i b i t s 2, 9 and 

18 10 prepared by you? 

19 A. Yes, they were. 

20 MR. HALL: That concludes our d i r e c t 

21 examination of Mr. Lehman. 

22 We move the admission of those e x h i b i t s . i 

23 THE EXAMINER: Those e x h i b i t s are i 

24 admitted. 
j 

j 

25 I s there anyone who wishes t o cross? i 

i 

. .. 4 
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1 MR. KELLAHIN: Just a moment, 

2 Mr. Examiner? Can I have a second? 

3 THE EXAMINER: Yes, s i r . 

4 (Energen E x h i b i t s 1 through 9, i n c l u s i v e , 

5 i n Case No. 12857 were admitted.) 

6 (Energen E x h i b i t s 2, 9 and 10 i n Case No. 

7 14539 were admitted.) 

8 CROS S-EXAMINATION 

9 BY MR. KELLAHIN: 

10 Q. Mr. Lehman, I ' l l t r y not t o confuse e i t h e r 

11 one of us here. I f y o u ' l l t u r n back t o your 

12 o r i g i n a l s l i d e set and look at the map which I t h i n k 

13 i s E x h i b i t 2 --

14 A. Correct. 

15 Q. I t h i n k i t ' s page 2. 

16 A. Okay. The t e x t page, the p r o j e c t 

17 overview? 

18 Q. On the opened case, on the o l d p r o j e c t . 

19 A. Yeah, the o l d p r o j e c t . 

20 Q. The question i s simple, i f we can get t o 

21 the r i g h t map. 

22 A. Yeah, I've got i t . 

23 Q. The f i r s t map i s the e x i s t i n g p r o j e c t ? 

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

25 Q. And i t shows the area of the pools i n 
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c o l o r , and then i t types the new d r i l l s and the 

2 recompletions i n the o r i g i n a l p r o j e c t ? 

3 A. Right. 

4 Q. And of the o r i g i n a l 3 0 t h a t were approved 

5 by Mr. Stogner i n '02, there was the po p u l a t i o n t h a t 

6 were a c t u a l l y d r i l l e d t h a t are shown on t h i s 

7 display? 

8 

9 

A. That's c o r r e c t , 25 on t h a t map. 

Q. So when we look at the map w i t h the 

10 o r i g i n a l 25, I want t o compare the Energen w e l l s t o 

11 where you're proposing t o put the e i g h t new p i l o t 

12 p r o j ects. 

13 A. Okay. 

14 Q. Can you help me do that? 

15 A. I don't have i t on a s l i d e , but I have i t 

16 on a hard copy. 

17 Q. Let's do the hard copy, because I t h i n k 

18 i t ' s easier. 

19 A. Sure. I t ' s 11 by 17. 

20 Q. So i f y o u ' l l open your hard copy --

21 A. Well, no. I have a hard copy, but i t ' s 

22 not i n the book. 

23 Q. My question f o r you i s : When you look at 

24 the o r i g i n a l p i l o t p r o j e c t and the l o c a t i o n of the 

25 Energen w e l l s --
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Okay. 

2 Q. -- there are three of them i n Gavilan? 

3 A. Right. 

4 Q. There looks t o be two i n Tapacito? 

5 A. Correct. 

6 Q. And then you have one more i n South 

7 Blanco? 

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

9 Q. And the new p i l o t p r o j e c t w i l l have a 

10 t o t a l of eight? 

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

12 Q. Of the e i g h t , how many of those are new 

13 d r i l l s ? 

14 A. None. 

15 Q. None? These are a l l recompletions? 

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

17 Q. At t h i s p o i n t i n time, have you reached 

18 the conclusion t h a t i t i s not economic t o d r i l l new 

19 d r i l l s t o recover the incremental reserves out of 

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

21 A. Yes. But t h a t testimony w i l l be expanded 

22 on by our r e s e r v o i r engineer. 

23 Q. Was t h a t the c o l l e c t i v e judgment of a l l 

24 three companies t h a t p a r t i c i p a t e d i n the o r i g i n a l 

25 p r o j ect? 
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A. No, i t was j u s t f o r our --

2 Q. Just f o r you? 

3 A. -- p i l o t s . 

4 Q. So when we look at the e i g h t new ones, the 

5 recompletions, what are you hoping t o gain w i t h t h i s 

6 data t h a t you d i d n ' t gain w i t h the o r i g i n a l p r o j e c t 

7 data? 

8 A. I t h i n k we're hoping t o get a b e t t e r 

9 s t a t i s t i c a l understanding. We were encouraged w i t h 

10 our o r i g i n a l p i l o t program, but we don't t h i n k we 

11 have enough i n f o r m a t i o n t o be able t o recommend 

12 downspacing. 

13 So we would l i k e t o request a d d i t i o n a l 

14 p i l o t s and a b e t t e r s t a t i s t i c a l base t o come up w i t h 

15 r e l i a b l e conclusions as f a r as downspacing. 

16 Q. Do you a n t i c i p a t e any of t h a t p r o j e c t area 

17 t h a t you're working on would be subject t o r e s e r v o i r 

18 simulation? 

19 A. I'11 have t o defer t h a t question t o our 

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

21 Q. Looking back at Mr. Stogner's order from 

22 '02, which i s the R-11848 order, there are 

23 components of t h a t order t h a t set f o r t h a p r o t o c o l , 

24 and i t t a l k s about various c r i t e r i a f o r s e l e c t i n g 

25 w e l l s i n areas and what t o do? 
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1 A. C o r r e c t . 

2 Q. I s t h e r e a n y t h i n g i n Mr. Stogner's o r d e r 

3 t h a t needs t o be m o d i f i e d by t h e Examiner when he 

4 c o n s i d e r s a p p r o v i n g Energen's r e q u e s t f o r t h e new 

5 p i l o t area? 

6 A. The o n l y t h i n g I ' d m o d i f y s l i g h t l y i s 

7 o f f s e t P i c t u r e d C l i f f s w e l l s c u m u l a t i v e r e c o v e r y 

8 s h o u l d be between .7 and 1.5 Bcf. I'm u s i n g .5 t o 

9 1.5 Bcf. That's t h e o n l y change i n c r i t e r i a . 

10 Q. I f y o u ' l l t u r n t o t h e h a r d copy book w i t h 

11 t h e e x h i b i t s f o r t h e p i l o t p r o j e c t , t h e new p i l o t 

12 p r o j e c t ? 

13 A. Okay. 

14 Q. I f you w i l l t u r n w i t h me t o page 10 o f 

15 t h a t --

16 MR. BROOKS: Which book i s t h i s ? 

17 MR. HALL: 1453 9. 

18 MR. BROOKS: Thank you. 

19 Q. (By Mr. K e l l a h i n ) So i f you would t u r n t o 

20 No. 10, i t t a l k s about some p r o j e c t s t a t u s p l a n s f o r 

21 2011? 

22 A. Okay. 

23 Q. You t a l k e d about t h e r e ' s e i g h t w e l l s . And 

24 these are a l l t h e pay adds, w h i c h were e x i s t i n g 

25 w e l l s t h a t would be recompleted? 
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Correct. 

2 Q. Are there logs f o r these wells? 

3 A. Cased hole logs only. 

4 Q. Only? 

5 A. Right. 

6 Q- So t h a t ' s what you plan t o do, because 

7 these are e x i s t i n g w e l l s then? 

8 A. Correct, yeah. We may run a dual space 

9 neutron. But r i g h t now we have cased hole gamma ray 

10 neutrons w i t h the P i c t u r e d C l i f f s . 

11 Q • The pressure component data of t h i s , do 

12 you plan t o o b t a i n any p r e f r a c data? 

13 A. Again, I ' l l defer t h a t answer t o our 

14 r e s e r v o i r engineer f o r h i s testimony. 

15 Q. You wouldn't p a r t i c i p a t e , as a g e o l o g i s t , 

16 i n making the decisions about the pressure? 

17 A. C e r t a i n l y . 

18 Q. You would? 

19 A. Yes. We operate as a team, but I ' l l defer 

20 t h a t t o our engineer. 

21 MR. KELLAHIN: Thank you. 

22 THE EXAMINER: Could you t e l l me again the 

23 e x h i b i t s t h a t we're about t o admit? 

24 MR. HALL: Yes. I n Case 12857, the 

25 reopened case, i t ' s 1 through 9. And i n Case 14539 
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1 i t ' s E x h i b i t s 2, 9 and 10. 

2 There are some d u p l i c a t i o n s between the 

3 two sets, so we won't be a d m i t t i n g the same ones 

4 t w i c e . For instance, the maps are s i m i l a r . 

5 MR. BROOKS: I have c l e a r l y i n mind what 

6 you s a i d about the cumulative p r o d u c t i o n c r i t e r i o n . 

7 B a s i c a l l y , I was g e t t i n g confused between 1 Bcf and 

8 .1 Bcf. 

9 What were your c r i t e r i a o r i g i n a l l y , and 

10 what are they now? 

11 THE WITNESS: The o r i g i n a l c r i t e r i a i n the 

12 downspace order was .7 t o 1.5 Bcf. That was j u s t a 

13 general -- you know, we don't want t o p i c k a p i l o t 

14 i n a highly-produced area because of p o t e n t i a l 

15 drainage. 

16 You don't want t o propose a p i l o t i n a 

17 r e a l l y bad area because you're probably going t o 

18 have lack of r e s e r v o i r q u a l i t y sand. 

19 MR. BROOKS: What i s i t t h a t you now 

20 propose? 

21 THE WITNESS: .5 t o 1.5. 

22 MR. BROOKS: Okay. Now .5 --

23 THE WITNESS: Yeah. 

24 MR. BROOKS: -- so you're reducing i t a 

25 l i t t l e b i t on the low end by --

•ii 
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: Yeah. I'm dropping o f f the 

2 edge a l i t t l e b i t on some of these sand trends t h a t 

3 we'd l i k e t o t e s t . 

4 MR. BROOKS: Okay. On your map, on 

5 E x h i b i t 6 --

6 THE WITNESS : Are you on the new case? 

7 MR. BROOKS: On the o l d case. 

8 THE WITNESS : Old case, okay. 

9 MR. BROOKS: -- d i d you say the pink 

10 represented 1 Bcf? 

11 THE WITNESS : Right. We c l i p p e d the 

12 contour c o l o r o f f at 1 Bcf. 

13 MR. BROOKS: Okay. When i t says down 

14 ther e , " C l equal .1 BCFG," what does t h a t mean. 

15 THE WITNESS : The contour i n t e r v a l i s 

16 .1 Bcf, so we a c t u a l l y s t a r t e d at .2 Bcf. Contours 

17 are from .2 Bcf t o .1 Bcf. 

18 MR. BROOKS: And I was reading i t t h a t j 

19 Color No. 1 means . 1 , b a s i c a l l y . 

20 THE WITNESS : Yeah, .1 Bcf. 

21 MR. BROOKS: Okay, thank you. That's a l l 

22 I have. 

23 THE EXAMINER: Okay, thank you. j 

24 We're ready f o r our next witness. ) 

25 MR. HALL: Counsel f o r BP. 
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MS. DE LA TORRE: I don't have any 

2 questions. 

3 MR. HALL: That conclude our examination 

4 of Mr. Lehman, and we request a break o p p o r t u n i t y at 

5 t h i s time. 

6 THE EXAMINER: I t h i n k we're done w i t h the 

7 witness. I t would probably be a good time t o take a 

8 break. 

9 (A recess was taken from 2:51 t o 3:04.) 

10 THE EXAMINER: A l l r i g h t , l e t ' s go back on 

11 the record. 

12 MR. HALL: At t h i s time, Mr. Examiner, we 

13 would c a l l Dave Poage. 

14 DAVID POAGE, 

15 having been p r e v i o u s l y d u l y sworn, t e s t i f i e d as 

16 f o l l o w s : 

17 DIRECT EXAMINATION 

18 BY MR. HALL: 

19 Q. For the record, please s t a t e your name. 

20 A. David Poage. 

21 Q. Mr. Poage, where do you l i v e , and by whom 

22 are you employed? 

23 A. I l i v e i n Farmington, New Mexico. I'm 

24 employed by Energen Resources Corporation. 

25 Q. And what do you do f o r Energen? 
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1 A. I'm a d i s t r i c t land man. 

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

3 D i v i s i o n a number of times? 

4 A. Yes. 

5 Q. And have your c r e d e n t i a l s been 

6 established? 

7 A. Yes, they have. 

8 Q. And you're f a m i l i a r w i t h the a p p l i c a t i o n 

9 t h a t ' s been f i l e d i n Case No. 14539 f o r Energen's 

10 new p i l o t p r o j e c t study area? 

11 A. Yes. 

12 Q. You're f a m i l i a r w i t h the P i c t u r e d C l i f f s 

13 pools t h a t are the subject of t h a t a p p l i c a t i o n ? 

14 A. Yes. 

15 MR. HALL: We again o f f e r Mr. Poage as an 

16 expert petroleum land man. 

17 THE EXAMINER: No o b j e c t i o n s . So 

18 recognized. 

19 Q. (By Mr. H a l l ) Mr. Poage, l e t ' s t u r n t o the 

20 e x h i b i t notebook f o r Case 14539. Would you t u r n t o 

21 E x h i b i t 1 and e x p l a i n t o the Examiners what t h a t 

22 e x h i b i t shows us? 

23 A. This i s a map of most of the San Juan 

24 Basin, and i t shows the P i c t u r e d C l i f f s pools i n 

25 d i f f e r e n t c o l o r s . 
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1 I t also shows the proposed p i l o t p r o j e c t s J 

2 t h a t Energen i s proposing w i t h the two recompletions 

3 i n the Gavilan pool, f o u r i n the Tapacito pool and 

4 two more i n the South Blanco PC poo l . 

5 Q. A l l r i g h t . Let's t u r n t o E x h i b i t 3. 

6 A. E x h i b i t 3 i s a land map of the area we're 

7 proposing these recompletions i n . The red t r i a n g l e s 

8 i n d i c a t e the proposed p i l o t w e l l s , and the ones t h a t 

9 are also r e q u i r i n g nonstandard l o c a t i o n s are 

10 i n d i c a t e d on t h a t as w e l l . 

11 The brown dots are e x i s t i n g PC w e l l s 

12 operated by Energen. 

13 Q. And Energen's leasehold i s bounded w i t h 

14 the yellow c o l o r i n g ; i s t h a t r i g h t ? 

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

16 Q. And i n each of the 160-acre u n i t s where 

17 the p i l o t s are proposed, does Energen own a l l of the 

18 P i c t u r e d C l i f f s and Mesa Verde formation? 

19 A. Yes, t h a t ' s c o r r e c t . Each of these leases 

20 t h a t these proposals are i n are J i c a r i l l a - o w n e d gas 

21 spaces. Energen i s a 100 percent i n t e r e s t owner i n 

22 both the P i c t u r e d C l i f f s and the Mesa Verde, and the 

23 ownership i s i d e n t i c a l between the two formations. 

24 Q. Okay. Let's look at some of the 

25 i n d i v i d u a l u n i t s . Turn t o E x h i b i t 4. 
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A. E x h i b i t 4 i n d i c a t e s the 94 5C p i l o t w e l l 

2 t h a t ' s proposed. I t ' s also one of the w e l l s t h a t 

3 would need an NSL. 

4 Also i n d i c a t e d on the map i s Energen's 

5 leasehold o u t l i n e , as w e l l as a l l of the o f f s e t 

6 operators t o the proposed p i l o t p r o j e c t . 

7 Q. And i n t h i s case, does Energen operate the 

8 o f f s e t t i n g u n i t towards which the NSL encroaches? 

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

10 Q. Let's t u r n t o E x h i b i t 5. 

11 A. E x h i b i t 5 i s another map showing the 96 5A 

12 w e l l . And also, the o f f s e t operators are shown on 

13 t h a t . And Energen i s the o f f s e t operator i n every 

14 case. 

15 Q. E x h i b i t 6? 

16 A. E x h i b i t 6 shows the two p i l o t p r o j e c t 

17 proposed w e l l s , the 98 2B and the 98 3B, and i t also 

18 shows the o f f s e t operators t o those spacing u n i t s . 

19 Q. And the 3B w e l l , as w e l l as the 2B w e l l , 

20 they're NSLs; i s t h a t r i g h t ? 

21 A. Both of those w i l l be proposed NSLs, yes. 

22 Q. And again, i s Energen the operator of each 

23 of those o f f s e t t i n g u n i t s t o those NSLs? 

24 A. Yes. 

25 Q. E x h i b i t 7. 
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1 A. E x h i b i t 7 shows the two p i l o t p r o j e c t 

2 w e l l s , the J i c a r i l l a 117E lease, the number 3B w e l l , 

3 as w e l l as the number 9B w e l l . That 9B i s also NSL. 

4 Q. The 9B i s c u r r e n t l y completed i n the Mesa 

5 Verde? 

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

7 Q. I s t h a t a nonstandard l o c a t i o n , as t o the 

8 Mesa Verde? 

9 A. As t o the Mesa Verde, t h i s i s the only one 

10 of e i g h t p i l o t p r o j e c t s t h a t ' s not a standard l e g a l 

11 spacing u n i t f o r our l e g a l spot f o r the Mesa Verde 

12 formation. 

13 This one i s on J i c a r i l l a lands, as w e l l as 

14 J i c a r i l l a surface. At the time the w e l l was staked 

15 i n a l e g a l l o c a t i o n , the J i c a r i l l a had t h a t moved t o 

16 t h i s nonstandard l o c a t i o n i n the Mesa Verde. And i t 

17 was f o r w i l d l i f e and t e r r a i n r i d g e issues. 

18 Q. And t h a t NSL f o r the Mesa Verde has been 

19 p r e v i o u s l y approved by the OCD? 

20 A. Yes. I t ' s NSL 5336-0. 

21 Q. And who i s the operator of the o f f s e t t i n g 

22 u n i t towards which t h a t l o c a t i o n encroaches? 

23 A. ConocoPhillips. 

24 Q. Let's look at E x h i b i t 8, please. What 

25 does t h a t show? j 
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A. E x h i b i t 8 shows the 152W lease and also 

2 the J i c a r i l l a West leases, two more p i l o t p r o j e c t s 

3 and the J i c a r i l l a West 9M and the J i c a r i l l a 152W 2M. 

4 Q. I n each case, Mr. Poage, f o r a l l of the 

5 proposed p i l o t p r o j e c t u n i t s , were a l l of the 

6 o f f s e t t i n g operators n o t i f i e d of Energen's 

7 a p p l i c a t i o n ? 

8 A. Yes, they were. 

9 Q. Let's r e f e r back t o E x h i b i t 1, which 

10 i d e n t i f i e s the pools f o r us. Now, the South Blanco 

11 and then the Tapacito P i c t u r e d C l i f f s pools, are 

12 those pools preapproved f o r downhole commingling? 

13 A. Yes, they are. 

14 Q. And what about the Gavilan? 

15 A. The Gavilan i s not. 

16 Q. A l l r i g h t . And again i n the case of each 

17 of the p i l o t p r o j e c t u n i t s w i t h i n the Gavilan pool, 

18 i s ownership i n the PC and the Mesa Verde i d e n t i c a l 

19 i n each of those u n i t s ? 

20 A. Yes, they are. 

21 Q. Mr. Poage, were E x h i b i t s 1, 3, 4, 5, 6, 7 

22 and 8 prepared by you? 

23 A. They weren't prepared by me. They were 

24 under my d i r e c t i o n . 

25 MR. HALL: We'd move the admission of 

PAUL BACA PROFESSIONAL COURT REPORTERS 
236b000c-e5d4-4232-8a22-1f78a96398ab 



1 
Page 43 

E x h i b i t s 1, 3, 4, 5, 6, 7 and 8 i n Case 1453 9. 

2 That concludes our d i r e c t evidence w i t h 

3 t h i s witness. 

4 THE EXAMINER: Any o b j e c t i o n t o these 

5 e x h i b i t s ? 

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

7 MS. DE LA TORRE: No o b j e c t i o n s . 

8 THE EXAMINER: E x h i b i t s 1, 3, 4, 5, 6, 7 

9 and 8 i n Case 14539 w i l l be admitted. 

10 ( E x h i b i t s 1, 3, 4, 5, 6, 7 and 8 i n Case 

11 No. 14539 were admitted.) 

12 MR. KELLAHIN: No questions, Mr. Examiner. 

13 MS. DE LA TORRE: No questions, 

14 Mr. Examiner. 

15 MR. BROOKS: You want t o do some s t u f f 

16 about the NSL and downhole commingling issues. Are 

17 you asking f o r those approvals i n t h i s order, or are 

18 you going t o f i l e separate a d m i n i s t r a t i v e 

19 a p p l i c a t i o n s ? 

20 MR. HALL: Yes, the a p p l i c a t i o n expressly 

21 requests approval of the NSLs, and those footage 

22 l o c a t i o n s are set f o r t h i n the a p p l i c a t i o n . 

23 MR. BROOKS: And what about the downhole 

24 commingling? 

25 MR. HALL: We w i l l need approval f o r the 
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1 Gavilan pool, f o r those w e l l s . 

2 MR. BROOKS: And you're asking f o r t h a t i n j 

3 t h i s proceeding? 1 

4 MR. HALL: We are, and we w i l l present j 

5 a d d i t i o n a l testimony i n t h a t regard. j 

6 MR. BROOKS: Okay. Then I ' l l have t o 

7 c l a r i f y w i t h the witness. 1 

8 Mr. H a l l asked you i f the ownership was | 

9 i d e n t i c a l . I don't t h i n k he a c t u a l l y intended t o 

10 frame the question t h a t way, but t h a t ' s the way I 

11 heard i t . He asked i f the ownership was -- w e l l , 

12 I'm not sure t h a t I remember e x a c t l y what he asked, ! 

13 so l e t me make i t c l e a r . j 

14 I n each of these l o c a t i o n s , i s the 

15 ownership i n the P i c t u r e d C l i f f s i d e n t i c a l w i t h the 

16 ownership i n the other formation w i t h which you j 

17 would be requesting -- j 

18 THE WITNESS: That's c o r r e c t , yes. j 

19 MR. BROOKS: And i s t h a t the Mesa Verde i n j 

20 each case? | 

21 THE WITNESS: Yes. j 

22 MR. BROOKS: And you're not commingling 

23 them w i t h any other formation? 
; 

24 
'. 

THE WITNESS: Not t h a t I know of. 

25 MR. BROOKS: Okay, thank you. That's a l l j 
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1 I have. 

2 THE EXAMINER: Mr. Poage, on t h a t No. 1 

3 s l i d e t h e r e , I'm c u r i o u s . 

4 I n t h e G a v i l a n you've g o t two w e l l s t h e r e 

5 d i s t i n c t l y marked w i t h r e d squares. 

6 THE WITNESS: Yes, s i r . 

7 THE EXAMINER: I guess t h a t t h i r d one down 

8 t h e r e i s n o t r e d ; i s t h a t --

9 THE WITNESS: That's a d i f f e r e n t c o l o r . I 

10 don't know what t h a t stands f o r . 

11 THE EXAMINER: Okay. That's n o t a w e l l ? 

12 THE WITNESS: I t h i n k i t ' s a d i f f e r e n t PC 

13 p o o l . 

14 THE EXAMINER: Okay. 

15 MR. HALL: Mr. Examiner, I'm t o l d t h a t 

16 t h a t ' s a P i c t u r e d C l i f f s o i l p o o l r i g h t t h e r e . 

17 There a r e o n l y two p i l o t p r o j e c t s t u d y w e l l s 

18 proposed f o r t h e G a v i l a n p o o l . 

19 THE EXAMINER: Yes, t h e two upper ones. 

20 Okay, I have no q u e s t i o n s . 

21 MR. HALL: At t h i s t i m e , Mr. Examiner, we 

22 would c a l l Mr. Zachary Van Voast t o t h e s t a n d . 

23 

24 

25 
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1 ZACHARY VAN VOST, 

2 having been p r e v i o u s l y duly sworn, t e s t i f i e d as 

3 f o l l o w s : 

4 DIRECT EXAMINATION 

5 BY MR. HALL: 

6 Q. For the record, please s t a t e your name. 

7 A. Zachary Van Voast. 

8 Q. Mr. Van Voast, where do you l i v e , and by 

9 whom are you employed? 

10 A. I l i v e i n Birmingham, Alabama. I'm 

11 employed by Energen Resources Corporation. 

12 Q. And i n what capacity are you employed by 

13 Energen? 

14 A. I'm a r e s e r v o i r engineer. 

15 Q. You've not p r e v i o u s l y t e s t i f i e d before the 

16 D i v i s i o n or Examiners, have you? 

17 A. That i s c o r r e c t . I have not t e s t i f i e d . 

18 Q. A l l r i g h t . Why don't you give the 

19 Examiners a b r i e f summary of your educational 

20 background and work experience? 

21 A. I graduated w i t h a mechanical engineering 

22 degree i n 1975. I've been a petroleum engineer f o r 

23 2 6 years. I worked f o r both majors and 

24 independents. I s t a r t e d w i t h Amoco Production, 

25 a c t u a l l y . 
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1 My l a s t three years, I've been working i n 

2 the San Juan Basin i n the t i g h t gas sands, p r i m a r i l y 

3 P i c t u r e d C l i f f s . And my experience i s probably 

4 considered general r e s e r v o i r engineering and 

5 production engineering. 

6 Q. Are you f a m i l i a r w i t h the a p p l i c a t i o n s 

7 t h a t have been f i l e d i n both of these cases? 

8 A. I am. 

9 Q. And are you f a m i l i a r w i t h the P i c t u r e d 

10 C l i f f s f ormation pools t h a t are a f f e c t e d by these 

11 a p p l i c a t i o n s ? 

12 A. Yes. 

13 MR. HALL: At t h i s p o i n t , Mr. Examiner, we 

14 o f f e r Mr. Van Voast as a q u a l i f i e d expert petroleum 

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

16 THE EXAMINER: Any objection? 

17 So q u a l i f i e d . 

18 Q. (By Mr. H a l l ) Mr. Van Voast, l e t ' s t u r n 

19 back t o the e x h i b i t set f o r the reopened case, 

20 12857, and go t o your t e x t e x h i b i t . I t ' s marked as 

21 E x h i b i t 11. 

22 Would you summarize f o r the Examiners the 

23 engineering review of the data t h a t Energen derived 

24 from i t s parent i n f i l l w e l l s i n the p i l o t p r o j e c t 

25 study area? 
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1 A. A l l r i g h t . B a s i c a l l y we d r i l l e d four 

2 w e l l s , and they were completed as duals. And we 

3 recompleted two of them, and they were also 

4 recompleted as duals. 

5 We gathered -- I'm going t o r e p o r t on the 

6 basic completion data t h a t was used. We got 3 0-day 

7 bottom hole pressure b u i l d u p t e s t s on f i v e of those 

8 w e l l s . 

9 I'm going t o go i n t o q u i t e a b i t of d e t a i l 

10 on the produc t i o n trends f o r both the parent and 

11 p i l o t w e l l s and also give you the estimated u l t i m a t e 

12 recoveries from the parent and p i l o t w e l l s . 

13 And f i n a l l y , we're going t o review the 

14 economics of the p i l o t and parent w e l l s . I n t h i s 

15 case, i t w i l l be incremental economics t h a t I ' l l be 

16 t a l k i n g about. 

17 Q. Now, when Energen i d e n t i f i e d the u n i t s as 

18 candidates f o r i n c l u s i o n i n i t p i l o t p r o j e c t study, 

19 d i d Energen f o l l o w the c r i t e r i a set f o r t h i n the 

20 o r i g i n a l order, Order R-11848? 

21 A. Yes, I bel i e v e so. One t h i n g t h a t wasn't 

22 mentioned before, I b e l i e v e , was the wellbore 

23 i n t e g r i t y . And we looked at the wellbore i n t e g r i t y 

24 i n the parents and the p i l o t s -- w e l l , f o r the 

25 recompletions; excuse me -- f o r the parent and the 
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1 recompletion. j 

2 And there was one t h i n g t h a t w i l l come up J 

3 a l i t t l e l a t e r on. I guess i t happens. But i n one i 

4 case, we had t o l i t e r a l l y shut a w e l l i n before the 

5 p i l o t was d r i l l e d . So we got no i n t e r f e r e n c e j 

6 i n f o r m a t i o n on t h a t . j 

7 
j 

Apparently i t developed a casing leak j u s t | 

8 about t h a t time, three months p r i o r . That w i l l come 1 

9 up i n the p i c t u r e s . I'm j u s t being e n t i r e l y honest ! 

10 about i t . | 

11 Q. Let's t u r n t o your E x h i b i t 12. And i f you j 

12 would, give the Examiners an overview of the j 

13 completions of the w e l l s . | 

14 A. Okay. Again, fo u r w e l l s were d r i l l e d w i t h | 

15 dual s t r i n g s , put i n duals, and two were pay adds or 

16 recompletions. The PC added t o Mesa Verde. They j 

17 were d r i l l i n g completed, a l l of them, i n 2003. We 

18 used l i m i t e d e n t r y p e r f o r a t i n g . j 

19 Q. What does t h a t mean? 

20 A. That's a h a l f - i n c h diameter hole, 

21 g e n e r a l l y a large hole, and about 2 0 t o 3 0 i n the PC 

22 i n t e r v a l . Maybe one hole per 2 t o 3 f e e t , as j 
i 

23 
i 

opposed t o three or fou r or s i x guess shots per i 
i 

24 
\. 
1 

foot. 1 

25 i 
They were a l l f r a c t u r e s t i m u l a t e d w i t h 

1 
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1 anywhere from 60,000 pounds pf 20/40 sand up t o j 

2 140,000. We used n i t r o g e n foam as a c a r r i e r . 

3 The parent w e l l s were a l l d r i l l e d i n the 

4 '60s, and they were f r a c t u r e s t i m u l a t e d w i t h j 

5 35,000 pounds 2 0/40 sand up t o 120,000. ; 

6 So i t was s i m i l a r i n how they were I 

7 s t i m u l a t e d and fracked, although some of the parents 

8 were a l i t t l e on the lower side. j 

9 Q. Let's t u r n t o E x h i b i t 12. And i f you 

10 would discuss the bottom hole pressure and i n i t i a l | 

11 prod u c t i o n data t h a t you obtained. ! 

12 A. We ran the bottom hole pressures a f t e r the j 

13 i n i t i a l f l o w p e r i o d , which g e n e r a l l y ranged from two i 

14 t o f o u r hours. Then we ran the bottom hole | 

15 pressures for a 3 0-day buildup. \ 

16 I n f i v e out of s i x of these w e l l s , data j 

17 was analyzed and i n i t i a l r e s e r v o i r pressures were i 

18 computed. I am going t o go i n t o more d e t a i l on t h a t 

19 l a t e r . I 

20 But b a s i c a l l y the bottom hole pressures J 

21 ranged from 2 01 p s i minimum t o 56 9 p s i max. The 

22 average bottom hole pressure was 477. 1 

23 The o r i g i n a l bottom hole pressure -- and ! 

24 this was taken from the bottom hole pressure map \ 

25 t h a t our g e o l o g i s t showed e a r l i e r -- was taken t o be 
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1 1,232 p s i . That's an estimate taken r i g h t o f f the ij 

2 map i n our area of the w e l l s . 

3 So t h e r e f o r e , we had an estimated average 

4 pressure d e p l e t i o n of 61 percent, or 39 percent of 

5 the pressure remaining. 

6 J i c a r i l l a West 8B had the highest EUR, and 

7 i t s bottom hole pressure was 491 psi a . And the 

8 reason I mention t h a t i s you might expect i t t o have 

9 the highest pressure also. 

10 The lowest bottom hole pressure of 

11 201 ps i a d i d p o o r l y w i t h the worse producer, which 

12 was the Florence Federal 7B, and i t only came on at 

13 20 Mcf per day. And t h a t was a d e f i n i t e l y an 

14 uneconomic case. 

15 Peak production, u s u a l l y the f i r s t month, 

16 v a r i e d from 2 0 mcfd per day f o r the Florence 

17 Federal 7B up t o 400 mcfde f o r the J i c a r i l l a 

18 West 8B, which was our best p i l o t w e l l . 

19 Q. Now, a f t e r you had gathered a l l the data 

20 from the p i l o t p r o j e c t study, t e l l the Hearing 

21 Examiner what methodology you used t o evaluate t h a t . 

22 A. Okay. B a s i c a l l y , I prepared 3 f o r e c a s t s . 

23 One f o r the parent w e l l , as i f the p i l o t had never 

24 occurred. And l e t me j u s t preface t h a t a l i t t l e 

25 b i t . 
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1 Most of these w e l l s showed i n t e r f e r e n c e . ! 

2 And so I had t o prepare a curve f o r the -- as you 

3 can see here on t h i s e x h i b i t -- ) 

4 Q. I s t h i s E x h i b i t 14? j 

5 A. The red l i n e represents -- t h i s represents j 

6 the parent w e l l . This f o r e c a s t represents what I 

7 assume would have happened, the fore c a s t without 

8 t h i s p i l o t ever being d r i l l e d . 

9 The p i l o t w e l l up here -- a c t u a l l y , the 

10 blue l i n e represents the p i l o t p r oduction plus the | 

11 parent production. So t h i s l i n e here represents 

12 t h i s l i n e down here, t h i s p a r t of the graph, plus 

13 the p i l o t p r oduction. 

14 The idea here i s i f you look a t t h i s one j 

15 c h a r t , a combination c h a r t , and t h i s i s production 

16 coming from the 160-acre spacing u n i t now, t h i s i s i 

17 producing from the 160, these two w e l l s together now j 

18 producing from the 160, i t ' s c l e a r , very c l e a r , t h a t 

19 the production has increased from the 160, and the j 

20 for e c a s t i s also going t o be considerably higher f o r 

21 t h a t 160. ; 

22 So i n t h i s case, there's no doubt t h a t two j 
j 

23 w e l l s are doing b e t t e r than the one by i t s e l f . 1 

24 Q. I s there an i n f l e c t i o n on the curve f o r 

25 the parent w e l l t h a t i n d i c a t e s t o you t h a t some 
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1 i n t e r f e r e n c e occurred? j 

2 A. Well, I'm going t o go i n t o more d e t a i l on 

3 how these charts came about. But r i g h t there i s i 

4 where the p i l o t came on. And as you can see, t h i s j 

5 w e l l s t a r t s t r e n d i n g down r i g h t here p r e t t y sharply. j 

6 Let me show you another chart here t h a t 

7 shows us i n more d e t a i l . I 

8 Q. Turn t o E x h i b i t 15. What i s t h i s ? j 

9 A. This i s the p i l o t w e l l of the same t h i n g j 

10 you saw before, except t h a t t h i s i s a c t u a l l y a curve ! 
I 

11 out of a r i e s , and t h a t i s my for e c a s t l i n e . j 

12 The w e l l came on at 4 00 Mcf per day max, ! 

13 as was the monthly r a t e t h e r e . I t ' s c u r r e n t l y 

14 producing at 130 a f t e r seven days. This i s the | 

15 for e c a s t l i n e . | 

16 Q. So we understand, t h i s shows data before | 

17 the p i l o t came on; i s t h a t co r r e c t ? 

18 A. This i s the p i l o t w e l l . This i s the p i l o t 

19 w e l l , p e r i o d . Okay? We haven't gone t o the parent ! 

2 0 y e t . ! 
j 

21 Q. A l l r i g h t . 

22 A. The next l i n e . This i s the parent w e l l . 

23 As you see, i t came on i n 1960. Also a l i t t l e b i t I 

24 more than 400 Mcf per day. I t was coming down the J 

25 hyperbolic d e c l i n e . 
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1 And through here, i t looks t o me l i k e we 

2 were having a l o t of c u r t a i l m e n t i n the '70s, '80s, 

3 I guess more i n the '80s. 

4 And then we get back on t r e n d here. And 

5 r i g h t about here, where I have t h a t arrow, i s where 

6 the p i l o t was put on production. And again, you can 

7 see the parent takes a nosedive. 

8 This i s my fore c a s t as i f the p i l o t had 

9 never been d r i l l e d , and i t was d e c l i n i n g at 

10 1.5 percent per year. 

11 Q. What productive l i f e d i d t h a t p r o j e c t out 

12 to? 

13 A. I bel i e v e t h a t ' s 140 years. I n my 

14 a n a l y s i s , I assumed or estimated a maximum l i f e of 

15 25 years, r a t h e r than going a l l the way out t o 140. 

16 Q. Now, why d i d you do that? 

17 A. Well, the parent w e l l has been on 

18 produ c t i o n already 45 years. These wellbores don't 

19 l a s t f o r an i n f i n i t e p e r i o d of time. 

20 I t ' s l i k e l y t h a t o c c a s i o n a l l y we're going 

21 t o have some s o r t of mechanical problem. I t ' s 

22 poss i b l e t h a t i t ' s f i x a b l e , but i t enters i n t o a 

23 whole other set of economics. 

24 And I'm t r y i n g t o do an apples-to-apples 

25 comparable economic an a l y s i s i n c r e m e n t a l l y as t o 
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1 whether or not these p i l o t s r e a l l y were economic. 

2 So a c t u a l l y i n a r i e s , when I used my 

3 wellhead gas, I came up w i t h considerably less gas 

4 than the 1.9 EUR. I came up w i t h 850 MMF as EUR f o r 

5 t h i s w e l l . 

6 I said something i n here j u s t then. I 

7 came up w i t h a parent EUR of 1,455 -- excuse me, 

8 c o r r e c t t h a t -- as opposed t o 1.9 Bcf EUR on the 

9 chart i t s e l f . 

10 Q. So d i d you take t h i s same methodology and 

11 apply i t t o the data from the other one t h a t goes 

12 through --

13 A. There's one more chart I want t o go 

14 through. Okay? 

15 Q. Okay, go ahead. 

16 A. Which i s the next one? 

17 Q. This i s a E x h i b i t 17. 

18 A. Yeah. This i s a blowup of what happened 

19 t o the parent w e l l at the time of the p i l o t w e l l 

20 coming on, and t h i s i s when the p i l o t came on. The 

21 parent had been shut i n f o r about three months. 

22 Y o u ' l l see a c t u a l l y there's a surge i n 

23 production here, due t o the s h u t - i n p e r i o d . And 

24 normally what you'd expect t h i s t h i n g t o do i s come 

25 r i g h t back down on tre n d . This i s the t r e n d l i n e , 
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1 and i t d i d n ' t do t h a t . I t j u s t continued t o 

2 nosedive. 

3 So I'm e s t i m a t i n g t h a t t h i s i n t e r f e r e n c e 

4 happened very q u i c k l y . And t h i s i s by t r e n d l i n e , 

5 new t r e n d l i n e , coming down through here. We 

6 a c t u a l l y went on a hyperbolic t r e n d . And I'm 

7 t e r m i n a t i n g t h i s a t a 5 percent minimum de c l i n e 

8 r a t e . 

9 Q. How d i d you derive t h a t 5 percent decline 

10 rate? 

11 A. The average d e c l i n e r a t e f o r our parent 

12 w e l l s was 2.7 percent annually. And we're now 

13 t a l k i n g about two w e l l s . I t ' s an estimate. I'm 

14 assuming two w e l l s . Obviously, i t ' s going t o 

15 d e c l i n e f a s t e r , so I'm using a 5 percent d e c l i n e . 

16 Q. Now, l e t ' s t u r n t o E x h i b i t 18. And can 

17 you demonstrate t o us how you a p p l i e d t h i s 

18 methodology t o i n d i v i d u a l w e l l u n i t s ? 

19 A. We're going t o show you a s e r i e s of s l i d e s 

20 now, f i v e t h a t look exact l i k e t h i s , f o r the 

21 remainder of the w e l l s . 

22 Rather than going through t h i s , there's 

23 three curves t h a t I j u s t showed you. This i s 

24 e x a c t l y how these were b u i l t . Using those three 

25 curves, i t would j u s t r e q u i r e t h a t many more s l i d e s 
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1 t o go through i t . 

2 But b a s i c a l l y t h i s p a r t i c u l a r s l i d e 

3 i l l u s t r a t e s a case where we had no i n t e r f e r e n c e . 

4 This i s when the p i l o t came on. And maybe i t ' s not 

5 q u i t e as c l e a r here. 

6 But i n my i n d i v i d u a l curves i t ' s very 

7 c l e a r there's no i n t e r f e r e n c e through here. This i s 

8 r i g h t on t r e n d . I n my estimate, nothing has r e a l l y 

9 changed. 

10 This i s the parent plus the p i l o t . And 

11 we're obviously g e t t i n g very good incremental 

12 production, and incremental EUR increased t o the 

13 160-acre basin spacing u n i t . 

14 Q. So when the Hearing Examiner r e f e r s back 

15 t o the t r a n s c r i p t , l e t ' s r e f e r t o the w e l l p a i r s 

16 we're t a l k i n g about f o r each s l i d e . 

17 I s t h i s the J i c a r i l l a 98 7 and the 

18 J i c a r i l l a 98 12A? 

19 A. Yes, i t i s . 

20 Q. Okay. Anything f u r t h e r w i t h respect t o 

21 those wells? 

22 A. No. 

23 Q. A l l r i g h t , l e t ' s look at E x h i b i t 19. 

24 I d e n t i f y t h a t w e l l p a i r . 

25 A. This i s the Florence Federal 3, parent, 
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1 and the Florence Federal 7B, p i l o t . 

2 This i s the case I was t a l k i n g about 

3 e a r l i e r where we found t h a t we had probably what we 

4 thought was a casing f a i l u r e or a leak i n the 

5 casing. And the parent was shut i n j u s t p r i o r t o 

6 p u t t i n g on the p i l o t . 

7 That w e l l was a c t u a l l y P&Aed about two 

8 years l a t e r , and we d i d confirm t h a t i t had a casing 

9 leak. 

10 So i n t h i s case, we got no data from t h i s 

11 w e l l as t o i n t e r f e r e n c e . And r e a l l y , the p i l o t j u s t 

12 i n c r e m e n t a l l y adds pro d u c t i o n . 

13 I t i s an i n t e r e s t i n g s l i d e from the 

14 standpoint t h a t i t does p o i n t out t h a t p i l o t s or 

15 80-acre i n f i l l s are also going t o be necessary as a 

16 p o t e n t i a l i n a l o t of cases where we lose the parent 

17 w e l l as another take p o i n t , another w e l l , a 

18 replacement w e l l , as you might c a l l i t . 

19 This i s the r e a l world. Some of these 

20 parents are going t o f a i l on us. But t h i s was a 

21 noneconomic case, and t h a t ' s my f o r e c a s t . 

22 Q. Let's t u r n t o E x h i b i t 20. Can you 

23 i d e n t i f y t h a t w e l l p a i r ? 

24 A. That i s the J i c a r i l l a 99 13, parent, and 

25 the J i c a r i l l a 99 18, p i l o t . Again we're seeing, you 
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1 know, a considerable amount of c u r t a i l m e n t through 

2 here. 

3 I t looks l i k e t h i s i s a f a i r l y good w e l l . 

4 I t came on at about 700 Mcf per day, and i t looks 

5 l i k e i t ' s wanting t o get back on t r e n d through here. 

6 And then the p i l o t came on, and we had i n t e r f e r e n c e . 

7 This i s my fo r e c a s t f o r the combination of 

8 the parent plus the p i l o t , and t h i s i s my forecast 

9 f o r the parent as i f the p i l o t had never been 

10 d r i l l e d . 

11 This i s i n c r e m e n t a l l y p o s i t i v e production 

12 or EUR, and t h i s would be negative. Although these 

13 areas look s i m i l a r , keep i n mind you're l o o k i n g at a 

14 simulog paper here. 

15 And the d i f f e r e n c e here i s only l i k e 

16 8 Mcf, whereas the d i f f e r e n c e here i s 150 or more. 

17 So t h i s i s a much bigger segment of production than 

18 i t a c t u a l l y appears g r a p h i c a l l y . 

19 Q. I want t o make sure I understand how t o 

2 0 read t h i s . Where you do your p r o j e c t i o n f o r the 

21 parent and the p i l o t and the blue curve i n t e r s e c t s 

22 and descends below the p r o j e c t i o n f o r the parent 

23 only, does t h a t i n d i c a t e a net loss of EUR? I s t h a t 

24 a negative EUR? 

25 A. Yeah. At t h i s p o i n t , i t would appear t h a t 
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1 way. Of course when you add i t a l l up, t h i s 

2 p o s i t i v e up here i s obviously a b i g increase, t h i s 

3 area here. This exceeds what's happening here. j 

4 But you're r i g h t . At t h i s p o i n t , my 

5 p r o j e c t i o n i s had you j u s t done nothing, you're 

6 a c t u a l l y producing less than had you done nothing at 

7 a l l and j u s t l e f t the p i l o t on. 

8 So a l l of t h i s p r o d u c t i o n has been 

9 accelerated up t o t h i s p o i n t here. 

10 Q. Let's look at E x h i b i t 21. I d e n t i f y those 

11 w e l l p a i r s , please. 

12 A. This was a pay add, or recompletion. This 

13 i s the parent w e l l . Again, you see t h i s 

14 c u r t a i l m e n t . 

15 And t h i s i s my p r o j e c t i o n f o r the parent 

16 w e l l , and t h i s i s my p r o j e c t i o n f o r the p a r e n t / p i l o t 

17 combination. 

18 Again, i f you look at t h i s , what a c t u a l l y 

19 happened here, we got considerably more up f r o n t , 

20 and we're l o s i n g back here. But the net r e s u l t was 

21 a p o s i t i v e EUR again f o r the 160-acre spacing u n i t . 

22 Q. A l l r i g h t . Turn t o E x h i b i t 22 and 

23 i d e n t i f y those w e l l s . 

24 A. J i c a r i l l a 95, No. 10, parent; J i c a r i l l a 95 

25 8B, p i l o t . Again, t h i s i s my p r o j e c t i o n f o r the 
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parent before the p i l o t came on. The p i l o t comes on 

2 here, and the parent sees i n t e r f e r e n c e . And t h i s i s 

3 the p r o j e c t i o n f o r the parent and p i l o t together. 

4 This also had a p o s i t i v e EUR. Not much, 

5 but i t i s p o s i t i v e . 

6 Q. Now l e t ' s look at E x h i b i t 23. Explain 

7 t h a t , please. 

8 A. The f i r s t l i n e i s -- l e t ' s j u s t look at 

9 the J i c a r i l l a lease 8B. The f i r s t l i n e shows t h a t 

10 the EUR f o r the p i l o t was 848. The EUR f o r the --

11 d i d I say " p i l o t " ? Correct, okay. 

12 The parent EUR before the p i l o t was 1,4 55. 

13 The parent EUR a f t e r the p i l o t was 1,277. That 

14 means we l o s t 178 EUR f o r the parent w e l l . 

15 However, the EUR f o r the p i l o t was 878. 

16 So the net EUR increase f o r t h i s spacing u n i t was 

17 670 . 

18 The yellow l i n e , y ellow h i g h l i g h t e d area, 

19 represents the net EUR increases i n which a l l s i x of 

20 our p i l o t s show an EUR increase. An average of 

21 187 MMF f o r the s i x p i l o t s . 

22 Q. For the EUR data, i s some component of 

23 t h a t a t t r i b u t a b l e t o acceleration? And how do you 

24 account f o r that? 

25 A. This i s what I would c a l l the 
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1 a c c e l e r a t i o n . The loss i n EUR from the parent, 

2 which was picked up by the p i l o t . The average was 

3 148. 

4 And you d i v i d e 14 8 by t h i s 33 5, which was 

5 the average EURs t o the p i l o t s , and you come up w i t h 

6 44 percent r a t e a c c e l e r a t i o n , l e a v i n g 56 percent f o r 

7 incremental reserve increase. 

8 Q. Let's t u r n t o E x h i b i t 24, your summary 

9 t a b l e f o r p r o j e c t economics. Could you e x p l a i n the 

10 methodology t h a t you are u t i l i z i n g here? 

11 A. Well, i t ' s important t o recognize t h a t we 

12 d i d have i n t e r f e r e n c e . We obviously j u s t could not 

13 take the p i l o t economics by i t s e l f at face value. 

14 We had t o f a c t o r i n the f a c t t h a t the parent l o s t 

15 production. 

16 So in c r e m e n t a l l y , i n the a r i e s program, we 

17 b u i l t three cases. And I would add the p i l o t and 

18 the parent cash flows together and then s u b t r a c t the 

19 parent cash flow as i f the p i l o t had never been 

20 completed. That's a l i t t l e b i t hard t o understand. 

21 But i f you t h i n k about i t , i f there was no 

22 i n t e r f e r e n c e , then the parent cash flow before the 

23 p i l o t was completed would be i d e n t i c a l t o the parent 

24 cash fl o w a f t e r the p i l o t , i f there was no 

25 i n t e r f e r e n c e . 
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1 Those two would cancel each other out, and 

2 you'd j u s t be l e f t w i t h the p i l o t cash flow. So any | 

3 negative e f f e c t w i l l be seen by t h a t as the ... | 

4 Q. So across the board, you've shown a 

5 c a p i t a l cost of 150,000; i s t h a t r i g h t ? 

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

7 Q. And i s t h a t r e p r e s e n t a t i v e of the cost 

8 f o r - -

9 A. That would be today's cost. ! 

10 Q. A l l r i g h t . And t h a t ' s the cost f o r adding 

11 on the PC --

12 A. That would be f o r a pay add recompletion 

13 commingled. 

14 Q. And when you apply t h i s set of 

15 econometrics t o each of your w e l l p r o j e c t i o n s , are j 

16 those summarized on Exhibit 25? \ 

17 A. Yeah. Let me j u s t s t i c k w i t h the other 

18 one f o r j u s t a second. j 

19 Q. Sure. 1 

20 A. These are a l l p o s i t i v e economics, w i t h the 

21 exception of the Florence Federal, which, as you j 

22 see, had a negative PV 10 value, and the others were 

23 p o s i t i v e . 

24 I mean I can't say e x a c t l y . We have 

25 another metric we use, which i s r e t u r n on 
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2 in f o r m a t i o n . But b a s i c a l l y i f i t ' s got a p o s i t i v e 

3 PV 10, i t ' s an economic case. 

4 Q. This i s E x h i b i t 25? 

5 A. Yes. 

6 Q. What does t h a t show us? 

7 A. That's j u s t an o v e r a l l summary, a l l the 

8 data summarized i n t h i s one t a b l e , e v e r y t h i n g we've 

9 t a l k e d about. Five of these p i l o t s were economic. 

10 And one was uneconomic, which i s the Florence 

11 Federal. 

12 Q. Now, i s commingling necessary t o make 

13 these p r o j e c t s work? 

14 A. I n today's environment, p r i c i n g 

15 environment, i t i s . 

16 Q. And what i s the cost of a dual completion 

17 due t o i n d i v i d u a l p r o j e c t economics? 

18 A. We estimate t h a t a dual w i l l run us 

19 $75,000 more than the 150 f o r a pay add. And 

20 b a s i c a l l y i n t h i s p a r t i c u l a r example r i g h t here, i t 

21 would make a l l of them uneconomic, except f o r the 

22 very f i r s t w e l l , which would be the J i c a r i l l a 

23 West 8B. i 

24 Q. And economics precludes new d r i l l s i n a l l \ 

25 cases; does i t not? 

I 
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1 A. Abso l u t e l y . A new d r i l l -- I d i d run the 

2 economics on them. The PC p a r t of a new d r i l l would 

3 be approximately $650,000. 

4 Q. Anything f u r t h e r w i t h respect t o 

5 E x h i b i t 25, economic development evaluation? 

6 A. No, I don't b e l i e v e so. 

7 Q. Let's t a l k b r i e f l y about commingling. Are 

8 the gases and f l u i d s from the P i c t u r e d C l i f f s and 

9 Mesa Verde formations compatible? 

10 A. Yes, they are. To my knowledge, t h i s has 

11 not been a problem w i t h the p i l o t s or other PC Mesa 

12 Verde w e l l s i n the f i e l d . 

13 Q. And t o your knowledge, does commingling 

14 present a r i s k of r e s e r v o i r damage at a l l ? 

15 A. No. The only the p r i n c i p a l r i s k here 

16 would a c t u a l l y be duri n g the f r a c j o b i t s e l f . But 

17 t h a t would be the same as i f they were set up as 

18 dual w e l l s . 

19 Q. Now, i n the w e l l s t h a t you're proposing 

20 s p e c i f i c a l l y f o r the Gavilan pool, i s the bottom 

21 p e r f o r a t i o n i n the lower zone w i t h i n 150 percent of 

22 the depth of the top p e r f o r a t i o n i n the upper zone, 

2 3 based on your type log? 

24 A. No, i t i s n ' t . The type l o g , we used 96 

25 No. 5B. And 150 percent of the top p e r f o r a t i o n of 
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out t o 5,595, and the bottom p e r f o r a t i o n i n 

2 the Mesa Verde, we f i g u r e d would be at 5,958. So 

3 350 f e e t • 

4 Q. Close? 

5 A. Close. 

6 Q. Now, i s the lower zone at or below normal 

7 pressure c a l c u l a t e d a t .433 psi? 

8 A. Yes, I b e l i e v e i t i s . The Mesa Verde i s 

9 pressure depleted. The o r i g i n a l pressure gradient 

10 was about .3, and i t ' s pressure depleted f u r t h e r 

11 than t h a t . 

12 So the normal gradient would be .433. 

13 I t ' s o b viously way below a normal pressure g r a d i e n t . 

14 Q. So i n your view, i s there any r i s k t h a t 

15 s h u t - i n or f l o w i n g w e l l pressures w i l l exceed any 

16 commingled formations f r a c t u r e p a r t i n g pressure? 

17 A. No, there i s n ' t . 

18 Q. And w i l l commingling reduce the value of 

19 production? 

20 A. No, i t would not. 

21 Q. And w i l l Energen be p r o v i d i n g the D i v i s i o n 

22 w i t h an a l l o c a t i o n formula, once you've acquired 

23 i n i t i a l t e s t data and BHP data f o r the two wells? 

24 A. That's the standard a l l o c a t i o n formula 

25 t h a t we use any time we commingle w e l l s . I mean we 
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always t e s t i t , and there's an a l l o c a t i o n formula we 

2 apply. 

3 Q. And how many other commingled w e l l s does 

4 Energen operate i n the Gavilan pool? 

5 A. F i f t y - s i x . 

6 Q. And has Energen ever experienced a problem 

7 w i t h the commingling? 

8 A. Not t o my knowledge. 

9 Q. Okay. Let's t u r n t o E x h i b i t 26, your 

10 summary. Would you wrap t h i s up f o r us? What do 

11 you conclude? 

12 A. Well, the EUR i n a l l s i x of the 160-acre 

13 spacings u n i t s or the p a r e n t / p i l o t p a i r s was 

14 increased. Five out of s i x of the p i l o t w e l l s would 

15 be economic at today's p r i c e s i f they were completed 

16 as pay adds t o a deeper formation. I n t h i s case, 

17 the Mesa Verde, which i s already producing. 

18 The lowest i n i t i a l r e s e r v o i r pressure i n a 

19 p i l o t , which i s the Florence Federal 2B, c o r r e l a t e d 

20 w i t h an i n i t i a l p r oduction of 20 Mcf per day. And 

21 t h i s was a noneconomic case. 

22 Four out of the s i x parent w e l l s had t h e i r 

23 p r o f i l e s n e g a t i v e l y impacted or they experienced 

24 i n t e r f e r e n c e , but the increase i n p i l o t production 

25 more than o f f s e t the lo s s . 
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1 Q. Was i t among the o b j e c t i v e s of the 

2 o r i g i n a l p i l o t p r o j e c t study t o t r y t o i d e n t i f y a 

3 methodology t h a t operators could use t o i d e n t i f y 

4 candidate spacing u n i t s f o r i n f i l l development? 

5 A. Yes. 

6 Q. And do you f e e l t h a t t h a t o b j e c t i v e was 

7 accomplished by the o r i g i n a l p i l o t p r o j e c t study? 

8 A. No. 

9 Q. And i s t h a t why you're recommending the 

10 conduct of the a d d i t i o n a l p i l o t p r o j e c t i n the 

11 J i c a r i l l a East area? 

12 A. That would be c o r r e c t . 

13 Q. What do you hope t o achieve by that? 

14 A. Well, I t h i n k c l e a r l y one enigma here 

15 i s -- I mean i f you j u s t look a t the Florence 

16 Federal Well, which had a good r e s e r v o i r pressure, 

17 and i t ' s almost the same as the best p i l o t we had. 

18 And the Florence Federal turned out t o be 

19 the worst producing w e l l post-EUR i n Florence, and 

20 the other one, the J i c a r i l l a 8B, the highest 

21 performing w e l l . 

22 We j u s t don't have enough data t o 

23 r e a l l y -- you know, we don't have, I ' d l i k e t o say, 

24 a recipe yet t o say, "This i s the place t o put a 

25 p i l o t and be sure t h a t we're going t o be 
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1 successful." 

2 Three out of the s i x w e l l s only r e a l l y had 

3 a marginal EUR increase. They were s t i l l economic 

4 because of the r a t e a c c e l e r a t i o n p a r t . We'd l i k e t o 

5 do b e t t e r now. 

6 Q. Based on the r e s u l t s from the o r i g i n a l 

7 p i l o t p r o j e c t , i n your o p i n i o n , i s basin-wide i n f i l l 

8 development f o r the P i c t u r e d C l i f f s formation 

9 warranted at t h i s time? 

10 A. Well, I mean our areas over i n the 

11 southeast corner are i n t i g h t e r rock, and i t ' s j u s t 

12 r e a l l y a completely d i f f e r e n t world from basin-wide. 

13 I couldn't recommend basin-wide. 

14 Q. Now, i f the D i v i s i o n approves Energen's 

15 proposed p i l o t p r o j e c t at the J i c a r i l l a East, do you 

16 have a recommendation f o r the time allowed t o gather 

17 data and then analyze i t and then r e p o r t back t o the 

18 D i v i s i o n on the r e s u l t s ? 

19 A. We would recommend annual w r i t t e n r e p o r t s . 

2 0 And at the end of three years, a r e p o r t such as 

21 t h i s , a study, a p o s t a p p r a i s a l r e p o r t . 

22 Q. Anything f u r t h e r you wish t o add t o your 

23 testimony? 

24 A. No. 

25 Q. Were E x h i b i t s 11 through 26 prepared by 
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1 you or at your d i r e c t i o n ? ) 

2 A. Yes. ! 

3 MR. HALL: I move the admission of I 

4 E x h i b i t s 11 through 26, and we w i l l pass the j 

5 witness. I 

6 We need t o excuse Mr. McMillan f o r h i s 

7 p h y s i c a l therapy appointment. I 

8 THE EXAMINER: E x h i b i t s 11 through 26 are 

9 admitted. 

10 ( E x h i b i t s 11 through 26, i n c l u s i v e , were 

11 admitted i n Case No 12857.) 

12 MR. KELLAHIN: Mr. Van Voast, a couple of 

13 questions, s i r . 

14 CROSS-EXAMINATION 

15 BY MR. KELLAHIN: 

16 Q. I want t o d i r e c t your a t t e n t i o n t o the 

17 questions I was asking Mr. Lehman. 

18 When you look at Mr. Stogner's order from 

19 '02, the c r i t e r i a f o r s e l e c t i n g the p i l o t w e l l s , he 

20 went through t h a t l i s t w i t h me. 

21 Of t h a t l i s t on the order, there was only 

22 one of the c r i t e r i a t h a t he was going t o a d j u s t , and 

23 t h a t was t o lower the cumulative p r o d u c t i o n t o t a l 

24 from 0.7 t o 0.5. Do you remember that? 

25 A. Yes. 
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1 Q. Were you i n v o l v e d i n the s e l e c t i o n of the j 

2 e i g h t p i l o t w e l l s f o r the new p r o j e c t ? 

3 A. Yes, I was. j 

4 Q. Do a l l e i g h t of these w e l l s s a t i s f y the 

5 c r i t e r i a f o r s e l e c t i o n , i n c l u d i n g having a 

6 cumulative recovery of between 0.5 and 1.5 Bcf? 

7 A. They do. 

8 Q. Do they? 

9 A. Yes. | 

10 Q. Do you have a copy of Mr. Lehman's 

11 presentation? ) 

12 A. I do. 

13 Q. Would you t u r n t o page 12 i n t h a t e x h i b i t 

14 book f o r me? This i s i n the new e x h i b i t book. 

15 These numbers are too small f o r my eyes. 

16 Maybe you can help me out. I'm l o o k i n g at page 12 

17 on the e x h i b i t Mr. Lehman prepared, and i t shows the ; 

18 cumulative p r o d u c t i o n through June of '08. 

19 And l e t ' s f i n d one f o r example and have 

20 you show me how t o read t h i s . I f I look i n 

21 Township 26 North 3 West, there's f o u r w e l l s i n 

22 Tapacito t h a t are marked w i t h red t r i a n g l e s . 

23 Do you see those? 

24 A. Twenty-six North 3 West. Yes, I see i t . 

25 Q. I n the township there's f o u r red t r i a n g l e s 
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located i n the western p o r t i o n --

2 A. I see them. 

3 Q. A l l those are i n Tapacito, r i g h t ? 

4 A. Correct. 

5 Q- I f you look at the one on the n o r t h side 

6 f a r t h e s t west, I t h i n k t h a t number i s 0.13; i s i t 

7 not? 

8 A. I'm seeing a .6 contour. I t looks l i k e .5 

9 might be the average r i g h t t h ere. 

10 Q. Maybe t h a t ' s the t r o u b l e I'm having. I 

11 j u s t can' t see these numbers. They're too small. 

12 A. I t h i n k .13 i s the data. I s t h a t correct? 

13 Q- I don't know. I'm asking you t o help me 

14 read the map. 

15 A. I b e l i e v e t h a t i s the data, .13. And the 

16 way i t ' s contoured, I see i t about a .5. 

17 Q. That answers my question, because I was 

18 misreading t h i s map. 

19 So when you f o l l o w these contours -- and I 

20 may have t o scale t h i s up t o read i t -- you're 

21 representing t h a t a l l e i g h t of these new p r o j e c t 

22 w e l l s are going t o meet the minimum c r i t e r i a of 

23 cumulative production of g r e a t e r than 0.5? 

24 A. I'm j u s t t a k i n g another look here. Yes. 

25 MR. KELLAHIN: Very good. Thanks. 
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1 MS. DE LA TORRE: We have no questions. 

2 MR. BROOKS: No questions. 

3 THE EXAMINER: I have no questions. 

4 MR. HALL: Mr. Examiner, w e ' l l provide you 

5 w i t h a CD w i t h a l l of the e x h i b i t s on i t so you can 

6 scale them up and look at them b e t t e r than they're 

7 p o r t r a y e d i n the hard copies. 

8 A housekeeping matter. I n terms of 

9 n o t i c e , I looked at the r u l e s and d i d n ' t f e e l t h a t 

10 r e n o t i f i c a t i o n i n Case No. 12857 was warranted. 

11 I c a l l e d the D i v i s i o n , and I t a l k e d t o the 

12 Chief Engineer. He t o l d me otherwise. 

13 So we provided n o t i c e t o the same l i s t of 

14 i n t e r e s t owners and operators who Mr. K e l l a h i n 

15 provided n o t i c e t o i n 2002, the best I was able t o 

16 do at the time. 

17 And so we would o f f e r t h a t i n Case 12857. 

18 That w i l l be our E x h i b i t 27. And w e ' l l provide you 

19 w i t h our a f f i d a v i t . We have the l i s t of owners and 

20 operators who received n o t i c e , copies of the green 

21 cards and r e c e i p t s . And we've also i n d i c a t e d those 

22 t o whom n o t i c e l e t t e r s were un d e l i v e r a b l e and 

23 returned t o us. 

24 I n Case No. 14539, we provided n o t i c e t o 

25 a l l the o f f s e t t i n g operators. That w i l l be our 
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1 E x h i b i t 28. 

2 E x h i b i t 28 i s our a f f i d a v i t , and there i s 

3 attached t h a t the l i s t of o f f s e t operators, 

4 i n c l u d i n g those n o t i f i e d f o r the nonstandard 

5 l o c a t i o n r e l i e f , and copies of our l e t t e r and 

6 c e r t i f i e d r e c e i p t s . 

7 So we would o f f e r those i n t o the record at 

8 t h i s time, E x h i b i t s 28 and 27. 

9 THE EXAMINER: E x h i b i t 27 f o r Case 12857 

10 and E x h i b i t 28 f o r Case 14539 are admitted. 

11 ( E x h i b i t 27 was admitted f o r Case 12857.) 

12 ( E x h i b i t 27 was admitted f o r Case 14539.) 

13 Who wishes t o go next? 

14 MR. KELLAHIN: Mr. Examiner, at t h i s time, 

15 w i t h your permission, we c a l l Mr. Paul Marusak. 

16 PAUL MARUSAK, 

17 having been p r e v i o u s l y duly sworn, t e s t i f i e d as 

18 f o l l o w s : 

19 DIRECT EXAMINATION 

2 0 BY MR. KELLAHIN: 

21 Q. Mr. Marusak, would you please s t a t e your 

22 name and occupation? 

23 A. Paul Marusak, r e s e r v o i r engineer. 

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

2 5 A. I n Farmington, New Mexico. 
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1 Q. And by whom are you employed? 

2 A. ConocoPhillips. 

3 Q. I n what capacity, s i r ? 

4 A. As a r e s e r v o i r engineer. 

5 Q. On p r i o r occasions, have you q u a l i f i e d as 

6 a petroleum engineer before the D i v i s i o n ? 

7 A. No. 

8 Q. Would you summarize f o r us your education? 

9 A. I graduated i n 2007 w i t h a mechanical 

10 engineering degree from Kansas State U n i v e r s i t y . 

11 I've been employed as a petroleum engineer w i t h 

12 ConocoPhillips f o r the past three years, 

13 s p e c i f i c a l l y as a r e s e r v o i r engineer i n the San Juan 

14 Basin f o r the past year and a h a l f . 

15 Q. Are you pursuing advanced studies i n your 

16 degree? 

17 A. Yes, s i r . I'm working on my Master's 

18 degree i n petroleum engineering from Texas A&M. 

19 Q. As p a r t of your r e s p o n s i b i l i t i e s f o r 

2 0 Burlington/ConocoPhillips, what are your areas of 

21 assignment f o r t h a t company? 

22 A. I p r i m a r i l y concentrate on the P i c t u r e d 

23 C l i f f s and F r u i t l a n d Coal. 

24 Q. Have you reviewed the order t h a t was 

25 issued by Mr. Stogner back i n '02? 
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1 I t was Order No. R-11484. 

2 A. Yes, s i r , I have. 

3 Q. And have you reviewed B u r l i n g t o n ' s records 

4 w i t h regards t o the p i l o t p r o j e c t and t h e i r study 

5 wells? 

6 A. Yes, s i r , I have. 

7 Q. And based upon t h a t review, have you 

8 compiled c e r t a i n e x h i b i t s and reached c e r t a i n 

9 conclusions t o present t o the Examiner t h i s 

10 afternoon? 

11 A. Yes, I have. 

12 MR. KELLAHIN: We tender Mr. Marusak as an 

13 expert i n petroleum engineering. 

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

15 MS. DE LA TORRE: No o b j e c t i o n . 

16 THE EXAMINER: So acknowledged. 

17 MR. KELLAHIN: Mr. Examiner, I'm s o r r y 

18 t h a t the d i s p l a y s were p r i n t e d f r o n t t o back. But 

19 i f y o u ' l l bear w i t h me as we t u r n through the 

20 s l i d e s , Mr. Marusak's d i s p l a y s , the f i r s t e x h i b i t 

21 w i l l be a l i s t of the p i l o t w e l l s . And then y o u ' l l 

22 have t o f l i p i t over t o see the other e x h i b i t s as we 

23 work through the e x h i b i t s . 

24 Q. (By Mr. Ke l l a h i n ) Let's t u r n , s i r , i f you 

25 w i l l , t o what's been marked as -- i t says, 
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1 "ConocoPhillips E x h i b i t No. 1." Do you see t h a t , 

2 s i r ? 

3 Can you set the stage f o r us and describe 

4 f o r us what at t h a t time B u r l i n g t o n Resources d i d 

5 about the o r i g i n a l p i l o t p r o j e c t ? 

6 A. Okay. Between 2002 and 2003, B u r l i n g t o n 

7 Resources completed 16 p i l o t w e l l s . Three of them 

8 were new d r i l l s , and the other 13 were 

9 recompletions. 

10 Q. When we look at E x h i b i t No. 1, before we 

11 look a t the d e t a i l s of i t , show us how i t ' s 

12 organized. 

13 A. The f i r s t column shows the year t h a t t h a t 

14 w e l l was completed, and then the w e l l ' s name and 

15 number, along w i t h the API, and whether or not i t 

16 was a new d r i l l or a recompletion, the s p e c i f i c 

17 l o c a t i o n of t h a t w e l l , and then the parent w e l l f o r 

18 t h a t l o c a t i o n , along w i t h i t s API and which pool 

19 t h a t i n f i l l w e l l was completed i n . 

2 0 Q. I f memory serves me r i g h t , Mr. Stogner's 

21 o r i g i n a l order had a p o p u l a t i o n of 3 0 p i l o t w e l l s 

22 approved f o r t h i s p r o j e c t . I s t h a t not true? 

23 A. Yes. 

24 Q. And out o f those, how many do you have 

25 represented i n your r e p o r t t o the Examiner? 
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1 A. Sixteen. 

2 Q. Some of the w e l l s t h a t were not d r i l l e d 

3 are p a r t of t h i s set? 

4 A. Yes, s i r . 

5 Q. When we take t h i s l i s t from E x h i b i t No. 1, 

6 do you have a l o c a t o r map or something t o show us 

7 where those w e l l s are a c t u a l l y located? 

8 A. Yes. 

9 Q. Would you t u r n t o E x h i b i t 2? Can you take 

10 a moment on E x h i b i t 2 and e x p l a i n t o us how i t 1 s 

11 organized? And then w e ' l l t a l k about the d e t a i l s . 

12 A. Yes. This map shows the Pi c t u r e d C l i f f s 

13 pools i n the basin. And the i n f i l l w e l l s from 

14 B u r l i n g t o n , Energen and BP are a l l p l o t t e d on t h i s 

15 map. 

16 The c i r c l e s represent B u r l i n g t o n ' s 

17 i n f i l l s , the squares represent Energen's, and the 

18 t r i a n g l e s represent BP'S. Then they're c o l o r coded 

19 by whether or not they were a new d r i l l or a 

20 recompletion and which year they were completed i n . 

21 Q. To the best of your knowledge, d i d 

22 B u r l i n g t o n f o l l o w the p r o t o c o l i n the c r i t e r i a 

23 approved by Mr. Stogner i n the '02 order? 

24 A. Yes, s i r . 

25 Q. As p a r t of t h a t p i l o t study then, there ) 
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1 was a component w i t h regards t o la y e r pressure; was 

2 there not? 

3 A. Yes, s i r . 

4 Q. What i s your understanding of the reason 

5 t o have l a y e r pressure? What were they t h i n k i n g 

6 about? 

7 A. To determine how e f f e c t i v e l y the 160-acre 

8 spaced parent w e l l s were v e r t i c a l l y d r a i n i n g the 

9 Pi c t u r e d C l i f f s . 

10 Q. Can you give us a v e r b a l p i c t u r e of what 

11 you're t r y i n g t o describe? 

12 A. Yeah. I n the Pi c t u r e d C l i f f s , I guess 

13 Energen showed a l o g e a r l i e r . But you can see t h a t 

14 there's a coarsening upward where the upper p o r t i o n s 

15 of the P i c t u r e d C l i f f s are g e n e r a l l y thought t o be 

16 of higher q u a l i t y and higher p o r o s i t y and 

17 p e r m e a b i l i t y . 

18 So we were t r y i n g t o i n v e s t i g a t e whether 

19 or not the parent w e l l s were e f f e c t i v e l y d r a i n i n g 

20 both the upper p o r t i o n s of the P i c t u r e d C l i f f s and 

21 the lower p o r t i o n s of the P i c t u r e d C l i f f s . 

22 Q. From a r e s e r v o i r engineering sense, as you 

23 go from the Upper P i c t u r e d C l i f f s down lower, what's 

24 happening t o the q u a l i t y of your r e s e r v o i r ? 

25 A. I t ' s g e t t i n g lower, lower p e r m e a b i l i t y and 
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1 p o r o s i t y . 

2 Q. And what was the hypothesis t h a t they had 

3 back i n '02 about the reason t o have l a y e r pressures 

4 f o r those i n f i l l s ? 

5 A. That perhaps you were i n e f f e c t i v e l y 

6 d r a i n i n g your lower p o r t i o n s of your P i c t u r e d C l i f f s 

7 w i t h your 160-acre parent w e l l s . 

8 Q. And how d i d the engineers and g e o l o g i s t s 

9 back then propose t o study t h a t issue? 

10 A. By using l a y e r pressure t e s t s or 

11 performing l a y e r pressure t e s t s on the i n f i l l w e l l s . 

12 Q. And was t h a t done? 

13 A. Yes, s i r . 

14 Q. Does E x h i b i t No. 3 represent a graph and a 

15 d e p i c t i o n of those t e s t r e s u l t s ? 

16 A. Yes, i t does. 

17 Q. Before we read i t , describe f o r us how 

18 E x h i b i t 3 i s organized. 

19 A. I t i s a cr o s s - p l o t of the lower l a y e r s ' 

20 pressure and the upper l a y e r s ' pressure from each 

21 s p e c i f i c w e l l ' s l a y e r pressure t e s t s . Six p o i n t s 

22 represent each of those pressures. 

23 So i f you look at the highest p o i n t , t h a t 

24 represents the lower pressure of 450. You can draw 

25 a l i n e across and then see t h a t the Upper Pi c t u r e d j 

PAUL BACA PROFESSIONAL COURT REPORTERS 
236b000c-e5d4-4232-8a22-1f78a96398ab 



1 C l i f f s 
Page 81 

was measured as 400 pounds. 

2 Q. Okay, walk me through t h i s now. I n the X 

3 axis on the bottom of the scale --

4 A. Yes, s i r . 

5 Q. -- you've got the Upper P i c t u r e d C l i f f s 

6 l a y e r pressures? 

7 A. Yes. 

8 Q. How were a l l these pressures taken? 

9 A. By s e t t i n g a pressure bomb and a plug and 

10 a l l o w i n g the pressure t o b u i l d up and doing i t f o r 

11 two separate i n t e r v a l s , p e r f o r a t i o n i n t e r v a l s . 

12 Q. So i n t h a t same wellbore, then there's a 

13 pressure bomb and a s p e c i f i c t a r g e t e d t e s t f o r the 

14 upper PC? 

15 A. Yes. 

16 Q. And t h a t ' s p l o t t e d on the X axis? 

17 A. Yes, s i r . 

18 Q. Now, when you go over t o the Y a x i s , 

19 you 1 re l o o k i n g at the lower pressures? 

20 A. Uh-huh. 

21 Q. So i n t h a t wellbore, the t e s t pool i s 

22 taken t o the lower PC and run again? 

23 A. They're both done at the same time. 

24 Q. They're done concurrently? 

25 A. Yes. 
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1 Q. And f o r example, i f you take the s i x 

2 datapoints and look at the one t h a t ' s f a r t h e s t t o 

3 the upper r i g h t corner, there's a datapoint there? 

4 A. Yeah. 

5 Q. How do you put i t on the scale? 

6 A. That would show you a Lower P i c t u r e d 

7 C l i f f s pressure of 440 pounds or so and a an Upper 

8 P i c t u r e d C l i f f s pressure of 400 t o 450 pounds. 

9 Q. And t h a t methodology then was used t o put 

10 the s i x datapoints? 

11 A. Yes. 

12 Q. How do you c o n s t r u c t the lower green l i n e ? 

13 What does t h a t represent? 

14 A. That would show -- every p o i n t t h a t l i e s 

15 on t h a t l i n e would mean t h a t the pressure i n the 

16 Upper P i c t u r e d C l i f f s i s the exact same as the 

17 pressure i n the Lower P i c t u r e d C l i f f s . 

18 Q. And what's the purpose of drawing the blue 

19 dashed l i n e ? 

20 A. I t shows where there i s a 20 percent 

21 d i f f e r e n c e or greater between the upper and lower 

22 p o r t i o n s of the P i c t u r e d C l i f f s . 
23 Q. And what's the conclusion from the t e s t 

24 r e s u l t s ? 

25 A. That there i s an i n s i g n i f i c a n t amount of 
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d i f f e r e n t i a l d e p l e t i o n , at l e a s t v e r t i c a l l y . What 

2 you're d r a i n i n g from your 160-acre parent w e l l s , 

3 you're d r a i n i n g i n both the upper and the lower 

4 p a r t s of the Pi c t u r e d C l i f f s . 

5 Q. Based upon t h a t a n a l y s i s and those 

6 r e s u l t s , what d i d B u r l i n g t o n conclude about the 

7 i n f i l l d e n s i t y problem i n the PC? 

8 A. That the 160-acre w e l l s were e f f e c t i v e l y 

9 d r a i n i n g both the upper and lower p o r t i o n of the 

10 P i c t u r e d C l i f f s . 

11 Q. So an e x i s t i n g w e l l i n the Upper PC had 

12 the equal and same o p p o r t u n i t y t o get gas from the 

13 Lower PC, and a d d i t i o n a l force was not needed t o do 

14 that? 

15 A. Yeah. 

16 Q. Were the p i l o t w e l l s subject t o any other 

17 pressure a n a l y s i s or pressure comparisons? 

18 A. Yes, they were. 

19 Q. Let's t u r n t o E x h i b i t No. 4. T e l l me what 

20 conclusions you're reaching from t h i s data. What i s 

21 i t you're showing? 

22 A. I n a l l of the i n f i l l p i l o t w e l l s , we d i d 

23 pressure b u i l d u p t e s t s and compared those t o the 

24 o r i g i n a l pressures of the r e s e r v o i r and found t h a t 

25 the r e s e r v o i r i s c u r r e n t l y at an average of 
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1 25 percent of the o r i g i n a l pressure, which i s due t o 

2 the d e p l e t i o n of the 160-acre parent w e l l . 

3 Q. Let's see how the d i s p l a y i s organized. 

4 The bottom scale i s showing me what, s i r ? 

5 A. Each bar represents one of the pressure 

6 bui l d u p t e s t s . And the l i g h t e r green o u t l i n e d w i t h 

7 a dashed l i n e represents the o r i g i n a l r e s e r v o i r 

8 pressure i n t h a t l o c a t i o n , and the smaller green 

9 bars represent the a c t u a l measured pressure. 

10 Q. For example, i f we s t a r t w i t h Well No. 1 

11 i n the lower l e f t , do you see the "1"? I t ' s got a 

12 dark shade of green and then i t changes t o the l i g h t 

13 dashed green. I n t e r p r e t t h a t f o r me. 

14 A. So i n t h a t l o c a t i o n , t h a t i n f i l l w e l l , 

15 before the parent w e l l s were d r i l l e d , had a pressure 

16 of between 500 and 600 pounds. And then at the time 

17 t h a t the i n f i l l was d r i l l e d , i n 2002 or 2003, the 

18 measured pressure was around 75 pounds. 

19 Q. So your conclusions then are i n the bold 

20 p o i n t s on the display? 

21 A. Yes. 

22 Q. And the f i r s t one i s what, s i r ? 

2 3 A. The average measured pressures were 

24 25 percent of the o r i g i n a l r e s e r v o i r pressure i n 

25 those l o c a t i o n s . 
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1 Q. What does t h a t mean t o a layman l i k e me? 

2 A. That the parent 160s are e f f e c t i v e l y 

3 d r a i n i n g those s p e c i f i c l o c a t i o n s down t o at l e a s t 

4 25 percent of what t h e i r o r i g i n a l pressure was. 

5 Q. And then f i n a l l y , the l a s t b o l d point? 

6 A. And then secondly, the parent w e l l s f o r 

7 a l l the f i l l l o c a t i o n s were also shown at the same 

8 time, and measured pressures were taken on those 

9 w e l l s . 

10 And they found t h a t the pressures i n the 

11 parent w e l l s were almost i d e n t i c a l t o t h a t of what 

12 the o r i g i n a l s h u t - i n pressure was of the i n f i l l 

13 w e l l s , meaning t h a t you're g e t t i n g equivalent 

14 d e p l e t i o n across your 160-acre spacing. 

15 Q. Are these a l l p o s t f r a c pressure 

16 datapoints? 

17 A. Not a l l of them. Some are and some 

18 aren't. 

19 Q. I s t h a t anything of s i g n i f i c a n c e t o you? 

20 A. I t could be. I t would need t o be analyzed 

21 f u r t h e r . 

22 There's some conclusions t h a t were drawn 

23 by someone before me t h a t the pressures t h a t were 

24 found from the p o s t f r a c data were lower. And I 

25 would t h i n k t h a t we would want t o look t o those as 
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1 being more accurate measured pressures. | 

2 So the s i g n i f i c a n c e would be t h a t these ) 

3 numbers could be conservative and t h a t you could j 

4 a c t u a l l y have lower r e s e r v o i r pressures where the 

5 i n f i l l w e l l s are. 

6 Q. Do you have an approximate p o i n t i n time 

7 since '02 at which B u r l i n g t o n was able t o draw 

8 conclusions from the dataset derived from i t s share 

9 of the p i l o t wells? 

10 A. Yes, 20 05. 

11 Q. By 2005 then, what had B u r l i n g t o n 

12 concluded about the necessity of increased w e l l 

13 d e n s i t i e s f o r the P i c t u r e d C l i f f s pools? j 

14 A. We b e l i e v e t h a t there wasn't a des i r e of j 

15 ConocoPhillips t o pursue 80-acre i n f i l l w e l l s . 

16 Q. Let's t u r n now t o Sl i d e No. 5, your l a s t j 

17 e x h i b i t . Again go through your conclusions f o r us. 

18 A. F i r s t , from the l a y e r pressure t e s t s , they 

19 showed t h a t there was i n s i g n i f i c a n t d e p l e t i o n , at 

20 l e a s t v e r t i c a l l y ; t h a t the upper and lower p o r t i o n s 

21 of the P i c t u r e d C l i f f s were being drained t o the 

22 same ext e n t . 

23 The s h u t - i n pressures from those i n f i l l 

24 w e l l s showed t h a t the parent w e l l s had drained the ] 

25 i n f i l l l o c a t i o n s t o at l e a s t 25 percent of t h e i r 
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o r i g i n a l pressure and found t h a t the parent w e l l s 

2 had also u n i f o r m l y drained the 160-acre spacing due 

3 t o the f a c t t h a t the pressures i n the parents and 

4 the i n f i l l s were very s i m i l a r . 

5 We also concluded t h a t the m a j o r i t y of the 

6 reserves t h a t were recovered from these parent w e l l s 

7 can be a t t r i b u t e d t o a c c e l e r a t i o n . 

8 Also, the engineers f o r Energen poin t e d 

9 out t h a t there's s i g n i f i c a n t i n t e r f e r e n c e on our 

10 parent w e l l s . 

11 So we concluded at the time now t h a t 

12 80-acre i n f i l l i n g i s not j u s t i f i e d economically f o r 

13 ConocoPhillips, but t h a t f u t u r e g e o l o g i c a l r e s e r v o i r 

14 data could p o t e n t i a l l y change t h a t i n the areas t h a t 

15 we've studi e d . 

16 MR. KELLAHIN: That concludes my 

17 examination of t h i s witness, and we w i l l move the 

18 i n t r o d u c t i o n of E x h i b i t s 1 through 5. 

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

20 THE EXAMINER: E x h i b i t s 1 through 5 are 

21 admitted. 

22 (ConocoPhillips E x h i b i t s 1 through 5, 

23 i n c l u s i v e , Case No. 14539, were admitted.) 

24 THE EXAMINER: Does anyone care t o cross? 

25 MR. HALL: Very b r i e f l y . 
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CROSS-EXAMINATION 

2 BY MR. HALL: 

3 Q. Mr. Marusak, i f y o u ' l l t u r n t o E x h i b i t 3 

4 of your pools map, we go from the area where 

5 

6 

B u r l i n g t o n conducted i t s studies and then move t o 

the eastern p o r t i o n of the basin, where Energen's 

7 p i l o t p r o j e c t s were located. Do you know i f t h a t 

8 dual PC zone i s e x i s t e n t i n the eastern p o r t i o n of 

9 the area where Energen d i d i t s study? 

10 A. Yeah, yes. 

11 Q. Okay. How do you know tha t ? 

12 A. From logs, the l o g t h a t you showed t h a t 

13 there was a d i f f e r e n c e between the upper and lower 

14 p o r t i o n s of the P i c t u r e d C l i f f s . 

15 Q. Are they both producible? 

16 A. Yes . 

17 MR. HALL: Nothing f u r t h e r , Mr. Examiner. 

18 MS. DE LA TORRE: We have no questions. 

19 THE EXAMINER: Mr. Brooks. 

20 MR. BROOKS: No questions. 

21 THE EXAMINER: You d i d have 16 w e l l s , 

22 r i g h t ? 

23 THE WITNESS: And there's only 15 on t h a t . 

24 THE EXAMINER: Yeah. What happened t o --

25 THE WITNESS: I honestly don't know. I f 
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I could i n v e s t i g a t e i t f u r t h e r . But I 

2 would assume i t ' s a bad datapoint. 

3 THE EXAMINER: Your conclusion i s t h a t 

4 80-acre spacing i s not j u s t i f i e d at t h i s time. 

5 However, down the road, perhaps? I s t h a t what I 

6 heard? 

7 

8 

THE WITNESS: Perhaps. 

THE EXAMINER: On your map - - a long, long 

9 time ago I worked up i n Farmington. And I remember 

10 going up i n t o Colorado and logging p e r f o r a t e d 

11 P i c t u r e d C l i f f s w e l l s . 

12 I s there production up i n t o Colorado? 

13 THE WITNESS: Yes. 

14 THE EXAMINER: What's t h e i r P i c t u r e d 

15 C l i f f s spacing i n Colorado; do you know? 

16 THE WITNESS: I am p r e t t y sure i t ' s 160s. 

17 THE EXAMINER: Does anyone know? 

18 THE WITNESS: There's so l i t t l e p r oduction 

19 up t h e r e . 

20 MR. KELLAHIN: We c e r t a i n l y can f i n d out 

21 f o r you, Mr. Examiner. 

22 THE EXAMINER: I was t h i n k i n g i t was less 

23 than 160. I t was 4 0 or 80, but I'm not sure. 

24 MR. KELLAHIN: They do th i n g s d i f f e r e n t l y 

25 t h e r e . 
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THE EXAMINER: A l l r i g h t , I have no 

2 f u r t h e r questions. Thank you. 

3 Ms. de l a Torre? 

4 MS. DE LA TORRE: Mr. Examiner, K e l l y de 

5 l a Torre, Beatty & Wozniak. And we c a l l Linda 

6 Htein, of BP. 

7 

8 

Mr. Examiner, we wanted t o emphasize t h a t 

Linda H t e i n i s here on behalf of BP t o re p o r t back 

9 and i s not t a k i n g any p o s i t i o n w i t h respect t o the 

10 Energen a p p l i c a t i o n f o r a d d i t i o n a l i n f i l l p i l o t w e l l 

11 p r o j ects. 

12 LINDA HTEIN, 

13 having been p r e v i o u s l y duly sworn, t e s t i f i e d as 

14 f o l l o w s : 

15 DIRECT EXAMINATION 

16 BY MS. DE LA TORRE: 

17 Q. W i l l you please s t a t e your name f o r the 

18 record? 

19 A. Linda Ht e i n . 

20 Q. Who do you work for? 

21 A. I work f o r BP. 

22 Q. What do you do f o r BP? 

23 A. I'm a r e s e r v o i r engineer. 

24 Q. Would you please describe your education 

25 and t r a i n i n g f o r t h a t p o s i t i o n ? 
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1 A. C e r t a i n l y . I graduated from the 

2 U n i v e r s i t y of Texas i n 2007 w i t h a Bachelor of 

3 Science degree i n Petroleum Engineering. 

4 For the l a s t three years, I've been 

5 working f o r BP. I spent about a year working on a 

6 Gulf of Mexico a p p r a i s a l p r o j e c t , where I mainly 

7 focused on r e s e r v o i r s i m u l a t i o n . And over the l a s t 

8 two years, I've been p r o v i d i n g r e s e r v o i r engineering 

9 support t o the BP operations i n the San Juan Basin. 

10 Q. So then you've had s u b s t a n t i a l experience 

11 working w i t h BP's p r o p e r t i e s i n Northwest New 

12 Mexico? 

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

14 Q. Do you have i n f r o n t of you a copy of the 

15 prehearing statement f i l e d on behalf of BP i n t h i s 

16 matter? 

17 A. Yes, I do. 

18 Q. D i r e c t i n g your a t t e n t i o n t o the a f f i d a v i t 

19 attached t o the prehearing statement, I want t o ask 

20 you: I s t h a t your a f f i d a v i t ? 

21 A. Yes, i t i s . 

22 Q. With respect t o Figure 2, i s i t necessary 

23 t o make a co r r e c t i o n ? 

24 A. Yes, i t i s necessary t o make a c o r r e c t i o n . 

25 MS. DE LA TORRE: And we have passed out 
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1 the co r r e c t e d e x h i b i t . I t was mislabeled on j 

2 Figure 2, and we have cor r e c t e d t h a t . 

3 And at t h i s time I move t h a t we admit the 

4 a f f i d a v i t and E x h i b i t s 1 through 7 i n t o the record. 

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

6 THE EXAMINER: Okay, the a f f i d a v i t and 

7 E x h i b i t s 1 through 7 are admitted. j 

8 Now, t h i s i s c o r r e c t i n g the typo. ) 
9 MS. DE LA TORRE: Correct. 

10 (BP E x h i b i t s 1 through 7, i n c l u s i v e , and 

11 the A f f i d a v i t of Linda H t e i n were admitted.) 

12 Q. (By Ms. De La Torre) Would you t e l l us 

13 what you d i d t o prepare the i n f o r m a t i o n contained i n 

14 your a f f i d a v i t ? 

15 A. Yes. This p r o j e c t was p r e v i o u s l y worked 

16 by another r e s e r v o i r engineer back i n 2002 and 2003, 

17 and he since r e t i r e d from BP. So I b a s i c a l l y looked 

18 through h i s f i l e s and compiled t h i s short r e p o r t . 

19 Q. Could we t u r n t o Figure 1, which i s BP 

2 0 E x h i b i t 2? 

21 A. (Witness complies.) 

22 Q. Could you describe what's shown there i n 

23 t h a t f i g u r e ? 

24 A. Yes. I n E x h i b i t 1 there are three t a b l e s . 

25 The f i r s t t a b l e i s j u s t general i n f o r m a t i o n on the 
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1 three p i l o t w e l l s t h a t were completed by BP as p a r t 

2 of t h i s p r o j e c t . I t provides the w e l l name, API 

3 number, l o c a t i o n , completion date. And i t also 

4 provides the names of the o f f s e t parent w e l l s i n 

5 those q u a r t e r sections. 

6 Table 2 i s a summary of the pressure data 

7 t h a t we reported i n our p i l o t w e l l s and our parent 

8 w e l l s . I t provides the s h u t - i n periods f o r both the 

9 p i l o t and parent w e l l s , as w e l l as the pressure 

10 measurement t h a t was taken i n both the p i l o t and 

11 parent w e l l s . 

12 Table 3 i s a summary of the production 

13 performance t h a t we observed i n the p i l o t w e l l s . I t 

14 includes the s t a r t - o f - p r o d u c t i o n month, the 

15 cumulative gas production t o date, the peak r a t e , 

16 the c u r r e n t r a t e and whether or not the w e l l i s 

17 compressed. 

18 Q. And i n Figure 1, BP E x h i b i t 2, could you 

19 describe t h a t f i g u r e ? 

20 A. Sure. E x h i b i t 2 i s showing a map of the 

21 San Juan Basin. The area shaded i n green are 

22 BP-operated leases i n New Mexico, and the three 

23 orange dots represent the l o c a t i o n s of the three 

24 p i l o t w e l l s . 

2 5 Q. And Figure 2, BP E x h i b i t 3, what does t h a t 
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1 f i g u r e show? 

2 A. E x h i b i t 3, on the Y a x i s , shows the 

3 s h u t - i n pressure measured at the p i l o t w e l l 

4 l o c a t i o n s versus, on the X a x i s , the s h u t - i n 

5 pressure measured i n the parent w e l l s . 

6 There's a diagonal l i n e across the graph 

7 t h a t represents the p o i n t at which the parent and 

8 p i l o t w e l l s are e x h i b i t i n g the same pressures. And 

9 y o u ' l l see t h a t two of the three w e l l s show s l i g h t l y 

10 higher pressures i n the p i l o t w e l l s versus the 

11 parent w e l l s , and one of the three shows a s l i g h t 

12 lower pressure i n the p i l o t w e l l versus the parent 

13 w e l l o f . 

14 Q. And t u r n i n g t o Figure 3, BP E x h i b i t 4, 

15 what's shown t h i s f i g u r e ? 

16 A. E x h i b i t 4 i s a bar graph showing the 2003 

17 s h u t - i n pressure measured from the p i l o t w e l l s 

18 r e l a t i v e t o the approximate o r i g i n a l r e s e r v o i r 

19 pressure at those l o c a t i o n s . 

20 So i n a l l three cases, the s h u t - i n 

21 pressures measured from the p i l o t w e l l s were no more 

22 than 33 percent of the o r i g i n a l pressure. 

23 Q. And Figures 4, 5 and 6 corresponding t o BP 

24 E x h i b i t s 5, 6 and 7, could you e x p l a i n these 

25 e x h i b i t s ? 
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1 A. Yes. E x h i b i t s 5, 6 and 7 are b a s i c a l l y 

2 produ c t i o n p l o t s showing the Pi c t u r e d C l i f f s 

3 production h i s t o r y from the three p i l o t w e l l s and 

4 t h e i r corresponding parent w e l l s . 

5 Q. Did you work w i t h anyone else at BP? 

6 A. Yes. My statement was reviewed by a 

7 senior r e s e r v o i r engineer, a senior g e o l o g i s t , and 

8 my supervisor. 

9 Q. And d i d you and the others determine the 

10 p o s i t i o n of BP as s t a t e d i n the a f f i d a v i t ? 

11 A. Yes, we d i d . 

12 Q. And what i s t h a t p o s i t i o n ? 

13 A. Our p o s i t i o n i s t h a t based on the pressure 

14 and pr o d u c t i o n data t h a t we recorded i n these p i l o t 

15 w e l l s , and based upon current economic c o n d i t i o n s , 

16 i n f i l l completion of the P i c t u r e d C l i f f s i n the 

17 areas i n which we operate i s not appropriate at t h i s 

18 time, and we w i l l not be requesting an i n f i l l order 

19 on t h i s date. 

2 0 Q. Have you heard anything i n today's hearing 

21 or i n the prehearing statements of the other p a r t i e s 

2 2 t h a t prompts you t o change your recommendation t o 

23 the O i l Conservation D i v i s i o n ? 

24 A. No, I have not. 

25 MS. DE LA TORRE: I have n o t h i n g f u r t h e r . 
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1 MR. HALL: I have no questions. 

2 MR. KELLAHIN: No questions. 

3 MR. BROOKS: No questions. 

4 THE EXAMINER: Have you heard anything 

5 today t h a t you would disagree with? 

6 THE WITNESS: Perhaps. 

7 THE EXAMINER: I won't put you on the spot 

8 and ask you what t h a t i s . 

9 But I have a daughter t h a t graduated from 

10 UT i n petroleum engineering. And i n her class --

11 i t ' s been a few years back -- she was the only 

12 petroleum engineer graduating. 

13 THE WITNESS: That's not t r u e f o r me. I 

14 t h i n k our graduating class was about 80 people. So 

15 i t was a p r e t t y good-sized class. 

16 THE EXAMINER: How many g i r l s ? 

17 THE WITNESS: I would say maybe 20 percent 

18 were g i r l s . 

19 THE EXAMINER: Any c l o s i n g comments? 

2 0 MR. HALL: Nothing f u r t h e r of Ms. Hte i n . 

21 We would l i k e t o b r i e f l y c a l l 

22 Mr. Van Voast i n the nature of r e b u t t a l testimony. 

23 FURTHER DIRECT EXAMINATION 

24 BY MR. HALL: 

25 Q. When Energen p a r t i c i p a t e d i n the o r i g i n a l 
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1 p i l o t p r o j e c t study, d i d i t attempt t o o b t a i n l a y e r 

2 pressure data? 

3 A. No, we d i d n ' t . 

4 Q. And why not? 

5 A. We only had one zone t h a t we considered 

6 commercially p r o d u c t i v e . 

7 MR. HALL: That's a l l I have. Thank you. 

8 That concludes our case, Mr. Examiner. 

9 THE EXAMINER: Anything else? 

10 Okay. With t h a t , then w e ' l l take both 

11 cases under advisement. Case No. 12857 --

12 MR. BROOKS: I'm not sure I understood 

13 what your c l i e n t ' s p o s i t i o n was, Mr. K e l l a h i n . 

14 Do you have a p o s i t i o n i n t h i s case? 

15 MR. KELLAHIN: I n the second case f o r the 

16 new p r o j e c t , we don't take a p o s i t i o n f o r or against 

17 at t h i s p o i n t . Our prehearing statement had t o do 

18 w i t h f o l l o w i n g the c r i t e r i a of the o r i g i n a l p i l o t . 

19 MR. BROOKS: Okay, very good. So your 

20 p o s i t i o n i s the same as BP's p o s i t i o n ? 

21 MR. KELLAHIN: Yes, Mr. Brooks. 

22 MR. BROOKS: Thank you. 

I ! i hereby certify then t^e i&rec^mg >-
23 THE EXAMINER: So with that., «we ,-Sfre= - 0 r - " 0 ^ f 

fba Examiner tearing of Cc«s ; 
24 adi ourned. , 

heard by me oe „ _,, ,— __ - • 

25 (The hear ing adjourned a t 4:32 p.m.) Dcorrvr. 
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