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

9:00 a.m.: 

SECRETARY MILLS: The hearing w i l l come t o order. 

We're here i n the matter of the A p p l i c a t i o n of Richardson 

Operating Company t o e s t a b l i s h a s p e c i a l " i n f i l l w e l l " area 

w i t h i n the B a s i n - F r u i t l a n d Coal Gas Pool as provided by 

Rule 4 of the Special Rules f o r t h i s p o o l , San Juan County, 

New Mexico. 

This i s a de novo review by the Secretary of OCC 

Case Number 12,734, de novo, pursuant t o Section 70-2-26, 

New Mexico Statutes Annotated, 1978. 

For ease of f u t u r e reference I'm going t o r e f e r 

t o t h i s matter as San Juan Coal's appeal de novo t o the 

Secretary of the Energy, Mineral and Nat u r a l Resources 

Department. 

Good morning, my name i s Tom M i l l s , I'm the 

Deputy Secretary f o r the Department. I've been appointed 

as the Hearing O f f i c e r i n t h i s matter by the Secretary. 

I'm sure many of you know our general counsel, 

Carol Leach, who w i l l be representing the Secretary and 

myself i n t h i s proceeding. 

Let me begin w i t h some housekeeping matters. 

The c o u r t r e p o r t e r t e l l s me t h a t he's durable 

enough t o go as long as anybody wants t o go, but t h a t i f he 

does want a break I w i l l honor t h a t request. Please make 
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sure t h a t you speak c l e a r l y so t h a t he — and respond t o 

any requests t h a t he has f o r c l a r i f i c a t i o n of what you've 

t e s t i f i e d t o or sai d . 

We're going t o take a lunch break from 12:00 t o 

1:30. I expect w e ' l l take a mid-morning break f o r about 10 

minutes and an afternoon break f o r 10 minutes. I f anybody 

has a s p e c i a l need f o r a break, please l e t me know. 

Most of you probably know the restrooms and 

d r i n k i n g f o u n t a i n s are out i n the h a l l , e x i t stage l e f t . 

Are the p a r t i e s ready t o proceed? 

MR. AUSHERMAN: We are. 

SECRETARY MILLS: Let's have you enter your 

appearances, beginning w i t h the Appellant, San Juan Coal 

Company. 

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

of Santa Fe, representing San Juan Coal Company i n 

a s s o c i a t i o n w i t h Charles Roybal who i s in-house counsel f o r 

San Juan Coal Company and Larry Ausherman who i s w i t h the 

Mod r a l l S p e r l i n g law f i r m . 

SECRETARY MILLS: Thank you. Respondent, 

Richardson D r i l l i n g ? 

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

Santa Fe law f i r m of K e l l a h i n and K e l l a h i n . I'm appearing 

i n a s s o c i a t i o n w i t h Mr. W i l l i a m F. Carr and Mr. Robert J. 

Sutphin of Holland and Hart. We represent Richardson 
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Operating Company. 

SECRETARY MILLS: There are some p r e l i m i n a r y 

matters t h a t we w i l l go through before the p a r t i e s begin 

t h e i r p r e s e n t a t i o n s . 

F i r s t of a l l , no a d d i t i o n a l p a r t i c i p a n t s a p p l i e d 

f o r p a r t y s t a t u s i n t h i s matter, so the p a r t i e s are 

present. 

We've received a l e t t e r from Dugan D r i l l i n g sent 

t o the Secretary. Has everybody received a copy of t h a t ? 
i 

MR. BRUCE: We have not, Mr. M i l l s . 

SECRETARY MILLS: Do you have a copy of t h a t , 

Carol? 

MS. LEACH: Mr. Bruce, I haven't made copies. 

You're welcome t o examine t h i s , and I ' l l make copies a t the 

break, and then we can perhaps decide then whether you have 

any o b j e c t i o n s t o i t or not. 

MR. BRUCE: Let's — We can do i t w h i l e — 

MS. LEACH: Okay. 

SECRETARY MILLS: The i n i t i a l order entered 

i n d i c a t e d t h a t there would be an o p p o r t u n i t y f o r p u b l i c 

comment i f people are here f o r t h a t purpose. We w i l l 

probably take a break a t a l o g i c a l p o i n t i n the proceedings 

p r i o r t o lunch t o see i f there's any p u b l i c comment t h a t 

needs t o be entered, and w e ' l l do t h a t a t some p o i n t i n the 

af t e r n o o n , a t a convenient time f o r the p a r t i e s i f there's 
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p u b l i c comment t o be made i n the afternoon. 

I'm i n c l i n e d t o t r e a t the l e t t e r from Mr. Dugan 

as a matter of p u b l i c comment t o be entered i n t o the 

record, not as evidence but as p u b l i c comment, unless 

there's an o b j e c t i o n t o t h a t . I f t h e r e i s , l e t me know. 

A couple of a d d i t i o n a l matters t h a t we need t o 

address. 

San Juan has requested a stay of the Commission's 

Order i n t h i s matter. I'm going t o deny t h a t request. I 

be l i e v e t h a t your remedy, San Juan, i s t o go back t o the 

Commission i f you wish t o have a stay r e i n s t i t u t e d i n t h i s 

matter. 

S i m i l a r l y , Richardson has asked f o r a motion of 

c l a r i f i c a t i o n from the Secretary. I'm also going t o deny 

t h a t motion. While there i s no s p e c i f i c d e f i n i t i o n i n the 

O i l and Gas Act of what the p u b l i c i n t e r e s t i s , the motion 

begs the question t h a t ' s the m a t e r i a l issue a t issue i n 

t h i s proceeding, and i t ' s up t o the p a r t i e s t o present 

t h e i r best advocacy t o guide the Secretary i n determining 

whether the p u b l i c i n t e r e s t has been contravened by the 

p r i o r proceedings. 

We d i d not receive a witness l i s t from 

Richardson, so we must assume t h a t Richardson does not 

i n t e n d t o c a l l any witnesses; i s t h a t c o r r e c t ? 

MR. CARR: That i s c o r r e c t . 
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SECRETARY MILLS: Nor d i d we receiv e a s p e c i f i c 

e x h i b i t l i s t from Richardson, although you have i n d i c a t e d 

t h a t the e n t i r e record below i s being in c o r p o r a t e d here. 

Were the r e any new e x h i b i t s t h a t you've prepared 

t o o f f e r t h a t you have not p r e v i o u s l y i d e n t i f i e d ? 

MR. KELLAHIN: C e r t a i n l y , Mr. M i l l s , not on 

d i r e c t p r e s e n t a t i o n as d i r e c t evidence; w e ' l l r e l y on the 

Commission record. There may be something t h a t occurs i n 

cross-examination t h a t may t r i g g e r some r e b u t t a l documents. 

SECRETARY MILLS: Thank you. We d i d r e c e i v e a t 

the end of l a s t week a l e t t e r t o Richardson Operating 

Company from Evan Jones, the Vice President of San Juan 

Coal Company, t h a t was t r a n s m i t t e d t o me and Carol and 

others by Walter Stern, and I'm curious t o know whether or 

not San Juan provided t h a t l e t t e r as p a r t of i t s e x h i b i t s 

or how you choose t o chara c t e r i z e t h i s i n f o r m a t i o n . 

MR. AUSHERMAN: Yes, we d i d inc l u d e t h a t as p a r t 

of our e x h i b i t s , and w e ' l l be i n t r o d u c i n g i t today. 

SECRETARY MILLS: Was t h a t i d e n t i f i e d i n your 

e x h i b i t l i s t ? 

MR. AUSHERMAN: Yes, i t was, San Juan E x h i b i t 69. 

SECRETARY MILLS: Are the r e any a d d i t i o n a l 

o b j e c t i o n s t o witnesses or e x h i b i t s by e i t h e r of the 

p a r t i e s a t t h i s time? 

Hearing none, w e ' l l assume there i s none. 
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A l l r i g h t , would San Juan please begin i t s 

presentation? 

MR. BRUCE: Yes, Mr. Secretary. We would l i k e t o 

make an opening argument which, u n f o r t u n a t e l y , w i l l be i n 

th r e e p a r t s . Mr. Ausherman w i l l begin, addressing c e r t a i n 

mining issues. Mr. Roybal w i l l address c e r t a i n issues, 

then I w i l l make a f i n a l c l o s i n g argument addressing 

c e r t a i n o i l and gas issues. And i f we could begin t h a t 

way, and I be l i e v e t h a t Richardson also has an opening 

argument. 

MR. CARR: Yes, I do. 

SECRETARY MILLS: A l l r i g h t , please proceed. 

MR. AUSHERMAN: Thank you, Mr. Hearing O f f i c e r . 

San Juan appreciates the Secretary's w i l l i n g n e s s t o 

consider t h i s matter. 

Our opening w i l l do two t h i n g s . We w i l l 

summarize key p a r t s of the record below t h a t has been 

inc o r p o r a t e d and has become p a r t of the record i n t h i s 

proceeding, and we w i l l also introduce the case t h a t we 

w i l l be presenting today, which i s i n a d d i t i o n t o the 

record below. 

We'll be presenting two witnesses today. The 

f i r s t witness i s Dr. Bessinger, who w i l l t e s t i f y concerning 

mining issues i n the operation of the l o n g w a l l mine and the 

problems t h a t the coalbed methane w e l l s pose f o r the 
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o p e r a t i o n of the longwall mine. 

The other witness w e ' l l be c a l l i n g i s Dan Smith, 

who w i l l a m p l i f y testimony t h a t he has given below and w i l l 

supplement. 

We w i l l not be c a l l i n g Mr. W i l l i a m Real of Public 

Service Company of New Mexico as a witness, but he i s here 

t h i s morning and would l i k e t o make a statement as p a r t of 

the p u b l i c comment p a r t of the proceeding t h i s morning when 

i t i s convenient. Our suggestion, i f i t i s acceptable t o 

you, i s t h a t we could do t h a t a f t e r openings, before we 

begin our case, but t h a t ' s , of course, e n t i r e l y up t o you. 

SECRETARY MILLS: I f there's no o b j e c t i o n from 

the Respondent, I would consider t h a t t o be a l o g i c a l way 

of p r e s e n t i n g t h a t i n f o r m a t i o n . 

MR. KELLAHIN: We have no o b j e c t i o n . 

SECRETARY MILLS: A l l r i g h t . 

MR. AUSHERMAN: Our opening w i l l cover q u i t e a 

b i t of ground and, as Mr. Bruce has described, t h a t ' s why 

we're d i v i d i n g i t i n three p a r t s . 

I ' l l be covering some of the background t h a t l e d 

us t o t h i s p o i n t , and I ' l l be focusing on some of the 

mining issues r e l a t e d t o the longwall miner. 

Mr. Roybal w i l l f o l l o w me and w i l l address the 

company's views about the c o n f l i c t s and make a p r e s e n t a t i o n 

concerning the company's views about how t o r e s o l v e them. 
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And then Mr. Bruce w i l l discuss the o i l and gas 

issues i n the case. 

The f i r s t t h i n g t h a t I would l i k e t o cover i s the 

focus of the hearing today, and t h a t i s the p u b l i c 

i n t e r e s t . 

Of course, i t ' s the p u b l i c i n t e r e s t t h a t we're 

here t o describe, and there are t h r e e elements t h a t I ' d 

l i k e t o go through. What c o n s t i t u t e s the p u b l i c i n t e r e s t , 

what are the elements of the i n q u i r y f o r determining t h a t ? 

The f i r s t place t o look i s i n the S t a t u t e i t s e l f , 

and t h a t i s under Section 26: "The Secretary must g i v e due 

regard f o r the conservation of the State's o i l , gas and 

mineral resources." A l l mineral resources, not j u s t gas. 

M i n e r a l resources include c o a l . 

I n a d d i t i o n t o t h i s s t a t u t o r y guidance f o r what 

c o n s t i t u t e s the proper i n q u i r y f o r determining t h e p u b l i c 

i n t e r e s t , we have c i t e d case law i n our b r i e f s t h a t 

e s t a b l i s h e d t h a t there are a t l e a s t two other f a c t o r s t o 

consider. 

And one i s , i s the Commission's Order c o n t r a r y t o 

the economic i n t e r e s t s of the p u b l i c ? 

And the other i s , i s the Commission's Order 

c o n t r a r y t o the h e a l t h and s a f e t y i n t e r e s t s of t h e p u b l i c ? 

We would submit t h a t these t h r e e f a c t o r s d e f i n e 

q u i t e w e l l the p u b l i c i n t e r e s t , and l e t me j u s t go through 
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them. 

F i r s t , conservation of mineral resources i s a 

f a m i l i a r concept. C e r t a i n l y conservation i s the charge f o r 

the O i l Conservation Commission, and i t considered 

conservation w i t h respect t o one mineral: gas. That's 

a p p r o p r i a t e t o consider, conservation of gas, but a t t h i s 

l e v e l you also are charged w i t h considering conservation of 

c o a l . 

We w i l l be presenting a d d i t i o n a l evidence, not 

only concerning conservation of gas, through Dan Smith, but 

w i l l a lso be considering a d d i t i o n a l evidence concerning 

conservation of c o a l . I t i s w i t h o u t question a m i n e r a l 

resource and i s before the Commission. 

Dr. Bessinger w i l l present t h a t evidence 

concerning conservation of c o a l , f o r the most p a r t . H e ' l l 

describe how coal i s mined, h e ' l l describe why the gas 

w e l l s are a problem and h e ' l l describe the l o n g w a l l mining 

apparatus. 

The second b u l l e t p o i n t we have here i s , i s the 

Commission's Order co n t r a r y t o the economic i n t e r e s t s ? And 

w e ' l l also be presenting testimony on t h a t as w e l l . 

There's also testimony i n the record concerning the 

economic i n t e r e s t s . 

For example, the record shows t h a t the c o a l 

resource i s f a r more valuable than the gas resource and 
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t h a t the very w e l l s t h a t would be the s u b j e c t of the i n f i l l 

a p p l i c a t i o n can destroy much more value i n the c o a l than 

they could ever produce themselves. We b e l i e v e t h a t t h a t ' s 

an economic c o n s i d e r a t i o n t h a t the Secretary should 

consider. 

The economic b e n e f i t s of the coal mine i n terms 

of j o b s , taxes, r o y a l t i e s t h a t the coal mine pays, we also 

t h i n k i s w i t h i n the proper province of the p u b l i c - i n t e r e s t 

c o n s i d e r a t i o n . 

Along those l i n e s , the mine has great economic 

importance t o San Juan Generating S t a t i o n . I t h i n k a l l the 

p a r t i e s have agreed t h a t the subject matter of energy i s 

w i t h i n the p u b l i c i n t e r e s t , but more s p e c i f i c a l l y securing 

a low-cost and r e l i a b l e f u e l supply i s i n the p u b l i c 

i n t e r e s t and i s i n the i n t e r e s t of San Juan Generating 

S t a t i o n . 

T h i r d i s h e a l t h and s a f e t y . 

With respect t o s a f e t y , those concerns are a 

d i r e c t r e s u l t of what the Secretary w i l l decide i n t h i s 

case. I t i s not s o l e l y w i t h i n the province of MSHA t o 

consider — and t h a t ' s the Mine Safety and Health 

A d m i n i s t r a t i o n , f e d e r a l agency t h a t we've i d e n t i f i e d and 

t h e o p p o s i t i o n has i d e n t i f i e d i n the b r i e f s . I t i s not an 

appr o p r i a t e r e s o l u t i o n of h e a l t h and s a f e t y concerns t o 

simply defer t o MSHA. One reason f o r t h a t i s t h a t the more 
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i n f i l l w e l l s t h a t are allowed i n the coal seam, the much 

gr e a t e r the h e a l t h and sa f e t y r i s k . And t h a t i s a f a c t o r 

t h a t ' s before the Secretary t o c o n t r o l . The fewer w e l l s , 

the lesser the impact. And Dr. Bessinger w i l l be 

e x p l a i n i n g why the Secretary cannot simply defer t o 

r e g u l a t i o n by MSHA. 

So having h i g h l i g h t e d these t h r e e p u b l i c - i n t e r e s t 

i n q u i r i e s , l e t me go i n t o the h i s t o r y of the development of 

the San Juan Mine. What I ' l l t r y t o do i s h i t the high 

p o i n t s from what's i n the record and e x p l a i n t o you how we 

got t o t h i s p o i n t . 

The h i s t o r y of the San Juan Coal Company's mines 

r e a l l y began back i n the 1970s. Since then they have 

operated the San Juan Surface Mine a d j o i n i n g the San Juan 

Generating S t a t i o n , and t h a t mine and t h a t generating 

s t a t i o n were b u i l t w i t h r e l a t i o n t o each other because i t 

i s a mine-mouth power p l a n t , the generating s t a t i o n i s . So 

the coa l goes from the coal mine t o the adjacent p r o p e r t y 

which i s the generating s t a t i o n . 

Over time, as the need f o r a d d i t i o n a l c o a l 

supplies became apparent, San Juan Coal Company opened the 

La Pl a t a Mine i n a d d i t i o n t o the San Juan Mine, about 20 

miles t o the n o r t h , and i t also supplied surface c o a l t o 

the San Juan Generating S t a t i o n . 

These mines were the sole source of coal t o the 
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San Juan Generating Station — there's no other source of 

coal t h a t the Generating Station can r e l y on — and they 

provided about 6 1/2 to 7 m i l l i o n tons per year, over time. 

The San Juan Coal Company employs about 300 people i n that 

endeavor and pays substantial taxes as part of the 

Farmington area local economy. 

Now, you've probably also heard the name BHP or 

BHP B i l l i t o n . Let me j u s t explain who BHP B i l l i t o n i s i n 

the context of t h i s case. BHP B i l l i t o n i s the parent 

company of San Juan Coal Company. BHP B i l l i t o n i s also the 

parent of the San Juan Coal Company's s i s t e r company south 

of the r i v e r , which i s BHP Navajo Coal Company. San Juan 

Coal Company mines north of the r i v e r at the San Juan Mine 

to supply the San Juan Generating Station, and BHP Navajo 

Coal Company mines south of the r i v e r on Navajo lands t o 

supply Four Corners. 

Let me explain j u s t b r i e f l y the t r a n s i t i o n from 

the surface mining operations to the underground mine 

that's the subject of t h i s dispute. 

I n the late 1990s San Juan began t o consider 

t r a n s i t i o n i n g t o an underground mine because the economic 

coal supplies at the surface were being exhausted. I n 

f a c t , at San Juan Mine one of the reasons tha t the coal 

supply was becoming less economic at the surface i s tha t 

the coal seam was trending downward, so i f you were t o t r y 
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t o mine i t from the surface, you'd have t o move 

i n c r e a s i n g l y more d i r t , and i t becomes uneconomic t o do so. 

I t i s p o t e n t i a l l y a world-class underground coal 

seam, however, and t h a t ' s why they began t o consider mining 

i t w i t h underground methods. 

The La Plata Mine i s also nearing or a t the end 

of i t s economic supply, and so i t w i l l be phased out. And 

the l o n g w a l l operations a t the underground mine w i l l become 

the sole source of coal f o r the San Juan Generating 

S t a t i o n . And t h a t i s set t o occur i n the next few months. 

The longwall has been operating since l a s t f a l l , 

and prod u c t i o n elsewhere i s being phased out and w i l l be 

phased out c e r t a i n l y t h i s year, i s the pla n , i f not i n j u s t 

a few months. 

I would ask you, i f you would, t o t u r n t o San 

Juan E x h i b i t 1 i n the e x h i b i t notebooks, and l e t me o r i e n t 

you t o the l o c a t i o n of the mine and leases t h a t are a t 

issue i n t h i s case. And t h i s would be E x h i b i t 1 from the 

proceeding below. 

You can see t h a t here's a general o r i e n t a t i o n 

showing those two surface mines. And i t would be San Juan 

E x h i b i t 1, i t ' s a map. That's the one. 

You can see i n t h i s general o r i e n t a t i o n the two 

surface mines t h a t are being closed, the La P l a t a Mine i n 

the upper ri g h t - h a n d corner i n orange, and the San Juan 
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Surface Mine i n orange r i g h t i n the middle. 

You can see the area t h a t i s being developed, 

which are shown as the Deep Lease and the Deep Lease 

Extension. Those are two of San Juan's coal leases. The 

other two leases are one s e c t i o n each, they're s t a t e 

leases, and they f a l l w i t h i n the area shown on t h i s map as 

the Deep Lease and the Deep Lease Extension w i t h the red 

dots. A t o t a l of four leases, but the m a j o r i t y of the 

ground, or the two f e d e r a l leases known as the Deep Lease 

and the Deep Lease Extension, I ' l l e x p l a i n i n a minute how 

those came t o be. 

As I said before, the coal seam i s e s s e n t i a l l y 

the same as was mined i n — or a t l e a s t p a r t of what was 

mined i n the San Juan Surface Mine a d j o i n i n g the 

Underground Mine t o the west as i t trends down. 

Y o u ' l l see a few other t h i n g s on t h i s diagram, 

which i s the Underground P i l o t Mine. That's where San Juan 

began t o study the ev a l u a t i o n of the lo n g w a l l mine. I t has 

since been closed as the longwall mine has become 

o p e r a t i o n a l . 

Y o u ' l l see the San Juan Generating S t a t i o n here. 

Of course, t h a t ' s one of the two l a r g e s t power p l a n t s i n 

the s t a t e , and i t ' s operated by Public Service Company of 

New Mexico, supplies coal throughout the s t a t e . 

Public Service Company of New Mexico, of course, 
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was i n v o l v e d i n the d e c i s i o n t o open the underground mine 

because i t recognized the need t o s h i f t from an 

i n c r e a s i n g l y c o s t l y surface source t o help minimize the 

p r i c e of e l e c t r i c i t y t o i t s customers w i t h the underground 

mine. And the coal i s sold t o the generating s t a t i o n by 

San Juan, as Mr. Woomer has t e s t i f i e d below, under a long-

term c o n t r a c t t h a t extends u n t i l 2 017, and i t covers 

probably over 100 m i l l i o n tons of coal t h a t w i l l be 

sup p l i e d over t h a t p e r i o d of time from the Underground Mine 

t o the Generating S t a t i o n . 

Now, l e t me take a minute j u s t t o e x p l a i n the 

land t h a t i s subject t o the c o n f l i c t here. As Mr. Woomer 

had done, I ' l l j u s t h i t the high p o i n t s . 

As I've mentioned, there are the two f e d e r a l and 

two s t a t e leases, and I t h i n k the best o r i e n t a t i o n f o r you 

t o understand t h a t i s a l i t t l e b i t c l o s e r view than E x h i b i t 

1. I t would be under San Juan E x h i b i t 6. 

I f you look a t San Juan E x h i b i t 6, i t shows 

e s s e n t i a l l y f o u r t h i n g s , and I'm going t o t a l k about t h r e e 

of them. 

I t shows, i n blue, the San Juan Coal Lease area. 

The two s t a t e sections are w i t h i n the blue l i n e s , and they 

would be Section 3 2 over t o the west — or Section 3 6 over 

t o the west, and Section 32 t o the east. The blue 

r e c t a n g l e you see on the l e f t t h e r e , on the west, i s what's 
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known as the Deep Lease, and the blue r e c t a n g l e area on the 

east i s known as the Deep Lease Extension, of course w i t h 

the exception of those two s t a t e sections. 

The second t h i n g t h i s shows — and i t was 

o r i g i n a l l y a Richardson map from the OCD, I b e l i e v e — i s 

the i n f i l l area. The i n f i l l area t h a t ' s s u b j e c t t o the 

A p p l i c a t i o n i s shown by the black cross-hatch t h a t i s shown 

on the legend. 

The t h i r d t h i n g i t shows i s i n yellow. What you 

see i n yellow i s the Richardson lease area. 

So those are the three land statuses. The other 

t h i n g , of course, i t shows are Richardson's w e l l s , some of 

the other w e l l s i n the area. 

Now, w e ' l l be using t h r e e terms today, and i t can 

be easy t o confuse these. We'll t r y t o be c o n s i s t e n t . But 

when we r e f e r t o the coal lease area what we mean i s t h i s 

area i n blue. When we r e f e r t o the i n f i l l area, what we 

mean i s the area i n the cross-hatch shown as the i n f i l l 

area on t h i s map. And the t h i r d terminology w e ' l l use i s 

mine-plan area — i t ' s not shown on t h i s map; I ' l l show i t 

t o you i n a l i t t l e b i t — and t h a t i s the area w i t h i n the 

blue rectangles t h a t i s subject t o San Juan's coal mine. 

San Juan Mine i s developed according t o a mine plan t h a t ' s 

f a i r l y s p e c i f i c , and t h a t mine plan does not cover t he 

e n t i r e t y of these leases, although San Juan has the r i g h t 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

22 

t o the e n t i r e t y of these leases. The mine plan focuses on 

the most economic of the coal and c e r t a i n other f a c t o r s . 

There are about 9600 acres i n the underground 

mine area, and the i n f i l l area, as you can see here, i s , 

oh, maybe about twice t h a t s i z e . Much of the i n f i l l area 

f a l l s out — or more. Much of the i n f i l l area f a l l s 

o u t s i d e of the lease areas. 

Now, on t h i s map there i s an area t h a t San Juan 

i s i n t e r e s t e d i n but does not have a lease t o , and i t i s 

w i t h i n the i n f i l l area. I t ' s the row of sections 

immediately east of the easternmost boundary of the Deep 

Lease Extension. You can see on t h i s map Section 16, 21, 

28 and 33 i n Township 30 North, Range 14 West, immediately 

east of the Deep Lease Extension. That's an area t h a t has 

been r e f e r r e d t o i n the record as the Twin Peaks area, or 

a t l e a s t p a r t of the Twin Peaks area. 

The s i g n i f i c a n c e of t h i s i s t h a t although San 

Juan does not have i t under lease, San Juan i s i n t e r e s t e d 

i n t he prospects of someday developing i t when i t exhausts 

the resources under the Deep Lease or Deep Lease Extension, 

or p o s s i b l y even before. There i s s i g n i f i c a n t coal t h e r e , 

i t ' s f e d e r a l land, and so there i s a c o n f l i c t t h e r e as w e l l 

between the i n f i l l area — because you can t e l l i t ' s w i t h i n 

the i n f i l l area — and San Juan's i n t e r e s t i n developing 

the c o a l . That's the Twin Peaks area, which a c t u a l l y 
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extends — San Juan 1s i n t e r e s t does not stop a t the 

easternmost boundary of the i n f i l l area i n the Twin Peaks 

area, San Juan i s also i n t e r e s t e d i n the f e d e r a l c o a l t o 

the east of t h a t as w e l l . 

Let me j u s t describe how San Juan acquired these 

f e d e r a l leases, which r e l a t e s t o argument t h a t you have 

read from Richardson concerning lease s t i p u l a t i o n s i n the 

f e d e r a l leases and the l i k e . 

For q u i t e some time, San Juan has hel d i t s 

i n t e r e s t i n the Deep Lease, which i s t o the west on t h i s 

map. When i t was acquired there were no CBM w e l l s i n the 

Deep Lease area. But i t became c l e a r as San Juan's plans 

f o r a d d i t i o n a l coal development became more c r y s t a l l i z e d 

t h a t the Deep Lease i t s e l f would not be s u f f i c i e n t amount 

of c o a l t o supply San Juan's needs, and so San Juan sought 

t o look f o r a d d i t i o n a l coal s u p p l i e s , and i t looked t o the 

Deep Lease Extension, immediately t o the east. 

So the f i r s t step f o r San Juan was t o apply f o r 

the Deep Lease Extension i n 1997, and a t t h a t p o i n t i n time 

t h e r e were no CBM w e l l s t h e r e , no CBM pro d u c t i o n t o speak 

of . 

A f t e r San Juan applied t o the BLM t o lease the 

Deep Lease Extension lands, the BLM determined t h a t i n 

order t o consider g r a n t i n g t h a t lease i t would need t o take 

a look a t i t s planning document. Of course, the BLM 
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operates according t o planning documents t h a t are c a l l e d 

resource management plans, or RMPs. And so the f i r s t step 

i s f o r the BLM t o consider whether i t makes sense according 

t o i t s plan t o issue t h a t lease and devote those sections 

t o development. So t h a t ' s the f i r s t step t o f a c i l i t a t e the 

le a s i n g e f f o r t . 

The issuance of the coal lease, i f they d i d not 

do t h a t , could p o s s i b l y be outside of the a u t h o r i t y of the 

BLM, so i t was a necessary p r e d i c a t e . 

So when BLM took a look a t the resource 

management plan and decided we are going t o issue the coal 

lease, they made an important f i n d i n g , and t h i s resource 

management plan i s i n our e x h i b i t s . An excerpt of i t had 

been p r e v i o u s l y provided by Richardson. We have submitted 

the whole t h i n g as E x h i b i t 70. 

And the important f i n d i n g i s , the BLM s a i d i n 

1998, when i t issued the RMP amendment, because of the s i z e 

of the area proposed f o r underground mining, c o a l 

development would become the primary resource used i n the 

proposed l e a s i n g area. The emphasis of other e x i s t i n g 

resources would change. 

So t h i s determination t h a t coal would be the 

primary resource determination, or p r i o r i t y , represents an 

important c o n s i d e r a t i o n here because i t was t h i s 

d e t e r m i n a t i o n t h a t r e a l l y provided the foundation of San 
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Juan's continued i n t e r e s t i n the Deep Lease Extension and 

i t s d e c i s i o n t o b i d and acquire the Deep Lease Extension 

f o r $13 m i l l i o n . San Juan paid $13 m i l l i o n f o r the Deep 

Lease Extension t o the BLM t o access the coal t h e r e . 

And when i t d i d t h a t , i t was assuming t h a t c o a l 

development was the primary resource use, i t was assuming 

t h e r e were no i n f i l l w e l l s , because th e r e were not, and i t 

was assuming t h a t there was l i t t l e or no s i g n i f i c a n t CBM 

pro d u c t i o n . 

That changed, and l e t me provide the background 

on the BLM proceeding. But l e t me emphasize t h a t t he BLM 

issues are not a t issue here. I'm p r o v i d i n g t h i s 

background because i t has been r a i s e d by Richardson. The 

issues are q u i t e d i s t i n c t before the BLM on the one hand 

and the State's proceeding on the other. 

When the Deep Lease Extension was issued t o San 

Juan, i t contained some lease s t i p u l a t i o n s t h a t San Juan 

read and i n t e r p r e t e d i n the context of the language I've 

mentioned i n the RMP t h a t coal would be the primary 

resource use. 

So when — The next step a f t e r the Deep Lease 

Extension was issued w i t h these lease s t i p u l a t i o n s 

concerning v a l i d and e x i t i n g r i g h t s was, Richardson l a t e r 

sought t o d r i l l t hree new w e l l s — not i n f i l l w e l l s , but 

t h r e e new w e l l s — applied t o the BLM t o be able t o do t h a t 
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by a p p l i c a t i o n f o r permit t o d r i l l , and San Juan objected 

t o those w e l l s because they were concerned t h a t those w e l l s 

would i n t e r f e r e w i t h the coal mine. 

Let me j u s t take a step back and a l l u d e t o a p a r t 

of Mr. Roybal's p r e s e n t a t i o n t h a t ' s r e l e v a n t here. 

When San Juan i n i t i a l l y considered the prospects 

of a d d i t i o n a l coalbed methane development i n the coal lease 

area, i t thought t h a t accelerated development of coalbed 

methane might be an appropriate t h i n g t o occur i n advance 

of mining. As Mr. Roybal w i l l describe, i t s views about 

t h a t changed when i t begin t o study the r i s k s posed by 

those coalbed methane w e l l s t o an underground mine. 

So a t t h i s time when San Juan objected t o these 

t h r e e new Richardson w e l l s through the APDs, i t was about 

the time t h a t San Juan had determined t h a t i t s i n i t i a l 

views about the c o m p a t i b i l i t y of coalbed methane 

development and coal development were changing. So the 

s t i p u l a t i o n i n the Deep Lease Extension was the s u b j e c t of 

argument before the BLM. 

What does i t mean t o say, as the s t i p u l a t i o n 

does, t h a t San Juan takes subject t o p r i o r e x i s t i n g r i g h t s ? 

San Juan believes t h a t the p r i o r e x i s t i n g r i g h t s 

of the o i l and gas lease holders should be considered i n 

the context of a l o t more than simply lease p r i o r i t y dates, 

and t h i s was one of the arguments before the BLM. And San 
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Juan also t h i n k s , a t the very most, p r i o r e x i s t i n g r i g h t s 

would be e x i s t i n g wellbores or e x i s t i n g APDs t h a t would 

have been pending a t the time the Deep Lease Extension was 

issued, and nothing more than t h a t , a t the very most. 

San Juan l o s t i t s case i n the s t a t e BLM, and the 

APDs were approved by the State BLM. I b e l i e v e t h e r e were 

th r e e of them. But there are two observations about t h a t 

BLM proceeding t h a t are important here, w i t h o u t going i n t o 

t h e d e t a i l s . 

F i r s t , the issue i s q u i t e d i f f e r e n t i n the BLM 

than i t i s here. The BLM proceeding d i d not i n v o l v e i n f i l l 

w e l l s . Only you can decide whether or not t o allow 

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

The f l i p side of t h a t i s , t h i s proceeding does 

not i n v o l v e determining the s e n i o r i t y of lease r i g h t s or 

d e f i n i n g p r i o r e x i s t i n g r i g h t s . Only the BLM can decide 

t h a t . I n f a c t , as I ' l l mention i n a minute, the O i l 

Conservation Commission has s p e c i f i c a l l y r e j e c t e d t he 

e f f o r t of Richardson t o engage i n c o n s i d e r a t i o n of the 

meaning of p r i o r e x i s t i n g r i g h t s or lease s e n i o r i t y i n t h a t 

proceeding. 

The second important t h i n g about the BLM 

proceeding i s t h a t i t was resolved i n a s t i p u l a t e d 

d i s m i s s a l t h a t confirmed t h a t i t would not serve as 

precedent f o r other matters, other than those t h r e e w e l l s . 
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The other argument t h a t Richardson has made t h a t 

r a i s e s these issues i s an argument based on the RMP 

p r o t o c o l . Y o u ' l l remember I described the planning 

document which i s the RMP. Well, attached a t the end of 

the RMP i s a document c a l l e d the p r o t o c o l , and we b e l i e v e 

t h a t t h a t i s i n the same category as the lease s t i p u l a t i o n s 

as an issue t h a t i s not presented here. 

The p r o t o c o l , j u s t as background, describes 

assumption f o r operations a t the time the RMP was issued 

back i n the 1990s, but t h i n g s d i d not evolve since then i n 

a way t h a t the p r o t o c o l has much continued meaning. 

Neither the BLM nor Richardson have r e a l l y f o l l o w e d the 

p r o t o c o l . The p r o t o c o l was p a r t of the same document t h a t 

BLM s a i d would give coal development as a primary resource 

emphasis, and of course t h a t has changed. 

The p r o t o c o l suggests t h a t Richardson and San 

Juan would submit t o bind i n g a r b i t r a t i o n i n the event of 

disputes about c o n f l i c t i n g development, and Richardson has 

refused t o submit t o bind i n g a r b i t r a t i o n as the p r o t o c o l 

d i c t a t e s . And the p r o t o c o l i s , we would submit, not 

a p p l i c a b l e t o i n f i l l w e l l s anyway, because i t r e f e r s t o 

e x i s t i n g wellbores, wellbores a t the time of the p r o t o c o l . 

But again, the p o i n t of t h a t i s more background than 

anything, because the Secretary should focus on the issues 

presented here, not the issues t h a t were presented or are 
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pending before the BLM, and s e n i o r i t y i s not one of them. 

Let me j u s t c a l l your a t t e n t i o n t o Paragraph 69 

of the OCC Order. "Richardson also argues i n i t s motion 

t h a t San Juan's p r o t e s t must be denied because of the 

p r i o r i t y of Richardson's r i g h t s under various o i l and gas 

leases and the various s t i p u l a t i o n s imposed on those 

leases. However, t h i s body has explained r e c e n t l y t h a t i t s 

f u n c t i o n i s not t o determine the v a l i d i t y of any t i t l e or 

t h e v a l i d i t y or c o n t i n u a t i o n i n f o r c e and e f f e c t of any o i l 

and gas lease." And i t goes on t o say t h a t the p r i o r i t y of 

v a r i o u s leases i n t h i s matter i s a matter f o r the c o u r t s , 

i t ' s not a matter t h a t t h i s body can address, and i t i s not 

a matter upon which dec i s i o n i n t h i s case should be based. 

So w i t h t h a t background on the BLM proceeding, 

l e t me describe what t h i s proceeding here today does 

concern, and what t h a t does concern i s g i v i n g due 

conservation t o a l l mineral sources, i n c l u d i n g c o a l , t o 

g i v e due regard f o r the conservation of a l l m i neral 

resources. 

The way t o give due regard f o r the conservation 

of the coal resource i s t o understand the process by which 

t h e c o a l i s mined f i r s t , a t l e a s t as background, and then 

al s o understand the impact t h a t the i n f i l l w e l l s can have 

on t h a t process. 

San Juan chose, as Dr. Bessinger w i l l describe, 
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what's c a l l e d a longwall mining system. I t ' s an enormous 

apparatus t h a t i s s u i t e d t o some coal deposits and i s not 

s u i t e d t o others. The San Juan deposit, as Mr. Woomer has 

t e s t i f i e d and Mr. Bessinger w i l l t e s t i f y , i s p o t e n t i a l l y a 

world-class longwall-mining deposit. 

This shows you the longwall apparatus. And Dr. 

Bessinger w i l l go over t h i s i n greater d e t a i l , but j u s t t o 

o r i e n t you, t h i s i s i t . And i t ' s a thousand f e e t long, and 

i t moves through a coal face up t o about two miles wide, 

shearing o f f coal i n an e f f i c i e n t and economic way. And we 

a c t u a l l y have animation t h a t w i l l show how t h i s occurs. 

Dr. Bessinger w i l l describe the impacts of having 

coalbed methane w e l l s i n t h i s coal panel and why t h a t i s a 

problem. And he i s , by the way, the manager t o whom 

Jacques Abrahamse and Lynn Woomer and John Mercier, who are 

the people who t e s t i f i e d below, r e p o r t t o . 

So i n the course of our p r e s e n t a t i o n y o u ' l l see 

how t h i s l o n g w a l l operation operates. Because i t ' s 

mechanized and because i t ' s so l a r g e , i t ' s a very e f f i c i e n t 

way t o mine the c o a l . And as I mentioned, the c o a l seam i s 

very s u i t e d t o t h a t purpose. 

But i t i s important, because i t ' s so l a r g e and 

complicated, t h a t i t move i n a continuous sequence. Very 

d i f f i c u l t t o stop i t and move i t around any w e l l b o r e . 

I t ' s also very dangerous i f the r o o f were t o cave 
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i n on the long w a l l mining operation. One of our concerns 

i s t h a t the h y d r o f r a c 1 i n g of the coal can cause r o o f 

i n s t a b i l i t y t h a t could cause the lo n g w a l l t o stop, which 

poses a whole set of a d d i t i o n a l problems t h a t Dr. Bessinger 

w i l l e x p l a i n . H e ' l l e x p l a i n t h a t f r a c ' i n g of the coal 

w e l l s could pose s i g n i f i c a n t r i s k of spontaneous combustion 

and could also pose s i g n i f i c a n t r i s k of having a r o o f cave-

i n bury the l o n g w a l l . 

The other r i s k t h a t i t poses i s the loss of c o a l . 

And i n the e x h i b i t book, E x h i b i t 13, I ' l l r e f e r you t o 

t h a t . This i s from the record below. You can see the 

economic impact of the possible need t o bypass a wellbore 

t h a t has been f r a e ' d w i t h the longwall mining apparatus. 

One wellbore could cost up t o $800,000 i n l o s t r o y a l t y i n 

the bypassed coal block. I n other words, i f you bypass the 

coal t h a t you see a t the top of t h i s diagram around a 

we l l b o r e , the value of t h a t i n l o s t r o y a l t y could be 

$800,000. 

I f you have too many wellbores i n a panel, 

because the long w a l l operation i s so l a r g e , i t i s j u s t not 

economic t o mine a l l or a p o r t i o n of the panel i f you have 

too many w e l l s , because you have t o move around i t too 

f r e q u e n t l y . 

Let me show you a d i f f e r e n t r e n d i t i o n of t h a t t o 

describe the s i t u a t i o n . I f t h i s i s the l o n g w a l l mining 
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o p e r a t i o n on San Juan E x h i b i t 62, i n the red, t h a t we've 

j u s t seen i n the longwall schematic, and i f i t ' s moving 

t h i s way, toward the top of the diagram, i n the d i r e c t i o n 

marked by the orange arrow, and i t encounters w e l l s , which 

are depicted here — t h a t are fr a e ' d i n the coal seam, 

which are depicted here by the blue wellbores, t h e r e i s a 

s i g n i f i c a n t problem t h a t San Juan has t o address, because 

i t can't j u s t mine through a c t i v e w e l l s . That's h i g h l y 

unsafe and u n l a w f u l . 

So i t has two a l t e r n a t i v e s , and Dr. Bessinger 

w i l l e x p l a i n these a l t e r n a t i v e s , and Charles Roybal w i l l 

shed some l i g h t on them too. Let me j u s t i n t r o d u c e them. 

The f i r s t a l t e r n a t i v e i s a bad one, and i t i s t o 

bypass the w e l l and leave a b a r r i e r p i l l a r of coal t h a t i s 

unmined. I t ' s a bad one because i t wastes c o a l , as you see 

on t h e E x h i b i t 13 i n f r o n t of you. I t costs a l o t money i n 

coal and a l o t of money i n l o s t r o y a l t y and taxes. I n 

f a c t , w e ' l l demonstrate t h a t the value of the gas t o be 

der i v e d from one of these wellbores i s f a r less than the 

value of the gas t o be derived from the coal t h a t you would 

have t o bypass t o miss the wellbore. 

The second problem i s , i t r e s u l t s i n a net loss 

— not only does i t waste the c o a l , but i t r e s u l t s i n a net 

los s of r o y a l t i e s . So there's a waste of c o a l , and there's 

an economic impact on the State. 
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And the t h i r d t h i n g t h a t w e ' l l t e s t i f y about i s 

t h a t i t ' s not safe t o do i t . 

So i n the context of the p u b l i c i n t e r e s t , i f you 

look a t these three f a c t o r s i t ' s a bad idea t o have t o have 

t o bypass the wellbores, and i t ' s a bad idea i n each of the 

t h r e e categories of the p u b l i c i n t e r e s t i n q u i r y . I t 

doesn't conserve coal because you waste a block of c o a l . 

I t ' s not a good economic t h i n g t o do, because the State 

ends up w i t h f a r less r o y a l t y from the o i l and gas than the 

bypassed c o a l . So by bypassing c o a l , i t ' s not i n the 

p u b l i c i n t e r e s t of the State of New Mexico. 

And I might mention t h a t even on f e d e r a l lands — 

and I'm sure you're aware of t h i s — h a l f of the r o y a l t y 

goes t o the State of New Mexico. So t h i s economic impact 

described i n E x h i b i t 13 i s a d e f i n i t e and d i r e c t impact on 

t h e State of New Mexico. 

And the t h i r d element of the p u b l i c i n t e r e s t i s , 

bypassing these wellbores i s not safe. 

So t h a t ' s a l t e r n a t i v e one, and a l l t h r e e p u b l i c -

i n t e r e s t f a c t o r s are f r u s t r a t e d by i t . 

The b e t t e r a l t e r n a t i v e , a l t e r n a t i v e two, i s not 

w i t h o u t i t s challenges but i t ' s a b e t t e r a l t e r n a t i v e , and 

i t i s what we w i l l r e f e r t o as buyout. Buyout i s a catch­

a l l term. What i t r e f e r s t o , e s s e n t i a l l y , i s an agreement 

w i t h the owner of the gas leases t o a l low a mine-through, 
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and i t could i n v o l v e a j o i n t development agreement, i t 

could i n v o l v e a complete buyout. 

Buyout i s a c a t c h - a l l term t o i n d i c a t e an 

agreement w i t h the o i l and gas operators t h a t would avoid 

the problems of a l t e r n a t i v e one, t h a t would avoid bypass, 

i t would avoid the s a f e t y problems and i t would avoid the 

economic problems by a l l o w i n g the coal company t o acquire 

these w e l l s i n advance of reaching them and then plug and 

abandon the w e l l s according t o government r e g u l a t i o n s so 

they can s a f e l y mine through them. And then, as w e ' l l 

discuss today, there i s r e a l p o t e n t i a l t h a t the gas could 

be produced i n a f t e r m i n i n g . So you get the b e n e f i t of 

p r o d u c t i o n of the c o a l , and you get the p o t e n t i a l b e n e f i t 

of the production of the gas. 

This approach would favor a l l t h r e e elements of 

th e p u b l i c i n t e r e s t . I t conserves the coa l w h i l e 

p r e s e r v i n g a t l e a s t some of the gas, we hope. This i s 

s t i l l under study. But i f you're able t o produce the gas 

a f t e r you produce the coal — and we t h i n k there's 

p o t e n t i a l of t h a t — i t would serve the p u b l i c i n t e r e s t t o 

conserve mineral resources. I t ' s i n economic i n t e r e s t , 

because you're producing the most valuable resource, the 

c o a l . And i t ' s i n good s a f e t y i n t e r e s t because i t doesn't 

r e q u i r e the bypass of wellbores, which i s an unsafe — or 

which i s one of the more unsafe operations of the mine, or 
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r i s k i e r operations, and i t also doesn't r e q u i r e you t o mine 

through an area t h a t could pose problems. 

So the record so f a r before the Commission has 

i n d i c a t e d l i t t l e progress toward t h i s more f a v o r a b l e 

a l t e r n a t i v e of a buyout or a j o i n t cooperation agreement. 

And t h e r e have been two problems w i t h t h i s , f r a n k l y , up 

u n t i l now. 

One i s t h a t n e g o t i a t i o n s have broken down w i t h 

Mr. Richardson and the coal company. Mr. Richardson has 

refused t o submit t o binding a r b i t r a t i o n , as suggested i n 

the p r o t o c o l , and there has been a disagreement about the 

value of the gas. And n e g o t i a t i o n s have, as a r e s u l t , not 

got us t o the p o i n t where there could be an agreement. 

The second problem has been u n c e r t a i n t y about 

whether gas can be captured a f t e r mining. And t h e r e s t i l l 

remains some of t h a t c e r t a i n t y , but San Juan has s t u d i e d 

the matter i n greater d e t a i l since the hearing before the 

Commission and has developed some new ideas t o t r y t o 

address these two problems, and t h a t ' s what Charles Roybal 

w i l l be t a l k i n g about today as I conclude my p r e s e n t a t i o n . 

H e ' l l be g i v i n g you some background on how t h i s problem 

evolved, how San Juan changed i t s views about the 

d i f f i c u l t y posed by a c c e l e r a t i n g coalbed development i n 

advance of mining. And h e ' l l also present some ideas about 

not only whether the gas can be captured but the other 
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problem, how we might work toward a buyout arrangement. 

MR. ROYBAL: Good morning, Mr. Deputy Secretary. 

My name i s Charles Roybal, I'm counsel f o r San Juan Coal 

Company. 

Today's a c t i v i t y i s not one of our f a v o r i t e 

a c t i v i t i e s , much as we appreciate the o p p o r t u n i t y t o appear 

before you as rep r e s e n t a t i v e s of the Secretary i n t h i s 

unique hearing. We r e a l l y wish we weren't here. We f i n d 

ourselves i n a dispute i n v o l v i n g k i n d of our p a r t n e r s i n a 

way, m u l t i p l e use i n the energy-production business, and i n 

t h a t sense we r e a l l y r e g r e t t h a t t h i s hearing i s being 

h e l d . I t has one of the aspects of a f a m i l y feud, I t h i n k , 

t h a t i s oftentimes the most d i f f i c u l t t h i n g t o r e s o l v e , but 

i t i s t h a t k i n d of dispute. 

And i n t h a t regard I ' d l i k e t o gi v e you a few of 

San Juan Coal Company's views t h a t u n d e r l i e t h i s d i s p u t e . 

F i r s t I want t o make c l e a r t h a t we very much 

b e l i e v e t h a t San Juan Coal Company should pay f a i r market 

value f o r gas t h a t i s held by lease holders t h a t have v a l i d 

e x i s t i n g r i g h t s t o t h a t resource. We know t h a t t h e r e i s i n 

the San Juan Basin coalbed methane t h a t i s economic, 

however we do f e e l t h a t f o r the most p a r t i n our mining 

area t h e CBM i s not an economic resource. There i s some 

t h e r e , and f o r t h a t resource we're w i l l i n g t o pay f a i r 

value. 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

37 

That view i s based on a few facts t h a t I thin k 

the Hearing Officer should keep i n mind. 

One i s the depth of coal. We are s t a r t i n g t o 

mine somewhere around the 3 00-foot depth. We proceed 

w i t h i n the Deep Lease area to about 800 feet. I t ' s only at 

the end of the current mine plan where we h i t the 1100 foot 

which i s held by many experts t o be the kind of depth that 

you s t a r t t o look for a coalbed methane resource. These 

are j u s t rough rules, but things that have been i n our mind 

as we look at t h i s dispute. 

Another thing that i s ch a r a c t e r i s t i c of the 

coalbed methane resource i s water, and as we mine through 

the coal seam we see a very d i s t i n c t lack of water. I n 

f a c t , we have to bring water i n t o the mine f o r dust 

suppression. And I think i n the process of — or i n Mr. 

Bessinger's testimony y o u ' l l see what impact of water 

through the frac*ing process and our concerns th a t flow 

from t h a t . 

We also i n planning our mine did core samples of 

the gas content of the coal. That has been presented and 

w i l l be further elaborated today. And we did not seek 

coalbed methane wells, as I think Mr. Ausherman alluded i n 

his statement, i n the coal at the time we obtained our 

leases. The f a c t that these are very — are older leases, 

I t h i n k , i n our view — and I think the facts bear t h i s out 
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— these leases were held by production i n deeper zones. 

At the time Richardson's leases were issued, i n i t i a l l y , 

coalbed methane wasn't even a known resource. I mean, the 

r e a l method f o r h o l d i n g these leases, again, was pr o d u c t i o n 

i n deeper zones. 

Another f a c t o r t h a t I ' d l i k e t o discuss i s , San 

Juan's p o s i t i o n has not been a s t r a i g h t - l i n e progression of 

a p o l i c y or p o s i t i o n , and u n f o r t u n a t e l y t h a t makes Mr. 

Ausherman and Mr. Bruce's j o b and mine a l i t t l e b i t more 

d i f f i c u l t , I w i l l admit. I n i t i a l l y , we d i d take the 

p o s i t i o n t h a t degassing, dewatering ahead of mining was a 

very good t h i n g and would f i t i n the k i n d of c l a s s i c 

p a t t e r n of m u l t i p l e resource production and development. 

As we l e a r n more about the mine we are concerned 

about r o o f c o n d i t i o n s , f l o o r c o n d i t i o n s , spontaneous 

combustion — changed our p o s i t i o n . So we do admit t h a t 

t h a t p o s i t i o n has been changed and has been problematic. 

We do not apologize a t a l l f o r our s a f e t y 

concerns, and I t h i n k anyone t h a t i s d e a l i n g w i t h t h i s w i l l 

have t o understand t h a t concern f o r bur workers and f o r our 

workers' s a f e t y w i l l be paramount from San Juan Coal 

Company's p o i n t of view. And as our knowledge about the 

mining c o n d i t i o n s and our a b i l i t y t o mine continues t o 

evolve, we probably w i l l change p o s i t i o n s i n the f u t u r e . 

We hope t h a t we can someday come i n and once again say we 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

39 

can mine through areas and we can maximize p r o d u c t i o n of 

both resources. That w i l l always be our goal. 

With regard t o maximizing the resource 

p r o d u c t i o n , the l e t t e r , Mr. M i l l s , t h a t you a l l u d e d t o t h a t 

was sent out and i s p a r t of the record i s one i n d i c a t i o n of 

t h a t p o s i t i o n . I t demonstrates i n our view a w i l l i n g n e s s 

t o work w i t h gas producers t o t r y and maximize the 

p r o d u c t i o n of both resources, and I t h i n k Mr. Bessinger 

w i l l be able t o elaborate on how t h a t can occur. 

This brings me t o our proposal, or a proposal 

t h a t we wish the Hearing O f f i c e r and the Secretary would 

consider, and t h a t i s a proposal f o r mediation. San Juan 

submits t h a t an amicable r e s o l u t i o n of t h i s coal versus 

coalbed methane c o n f l i c t r e a l l y i s what serves best the 

p u b l i c i n t e r e s t and, i n f a c t , would suggest t h a t f a i l u r e t o 

promote a f a c i l i t a t e d or mediated r e s o l u t i o n contravenes 

the p u b l i c i n t e r e s t . Accordingly, we would propose t h a t 

the Secretary f i n d and conclude t h a t the p u b l i c i n t e r e s t 

would best be served by a f a c i l i t a t e d or mediated 

settlement of the dispute and order the p a r t i e s p a r t i c i p a t e 

i n nonbinding mediated settlement n e g o t i a t i o n , using a 

n e u t r a l t h i r d - p a r t y mediator t o a s s i s t the n e g o t i a t i o n . 

We t h i n k t h a t about three p o i n t s would support 

t h i s proposal and we would ask t h a t you consider them. The 

Hearing O f f i c e r has already r u l e d t h a t our stay request has 
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been denied. However, we would request t h a t some form of a 

stay be considered. A r u l i n g t h a t the OCC i s our remedy, 

we w i l l , I t h i n k , t r y and work w i t h t h a t suggestion. We do 

f e e l t h a t i n order t o e f f e c t u a t e mediation t h a t a h a l t i n 

p r o d u c t i o n , which jeopardizes our mine and jeopardizes the 

co a l seam, i s appropriate. 

Before the BLM i n the Dugan appeal t h a t ' s 

c u r r e n t l y pending, we have agreed along w i t h Dugan t o a 

mediation process. And i n t h a t process BLM i n d i c a t e d t h a t 

a t a minimum, as a measure of good f a i t h , t h e r e should be a 

h a l t i n production and the d r i l l i n g of new w e l l s , and we 

f e e l t h a t t h a t i s appropriate i n t h i s case. So again, we 

f e e l t h a t t h a t i s one t h i n g t h a t would r e a l l y a i d i n 

reaching an end and a settlement of t h i s t h a t would be i n 

the p u b l i c i n t e r e s t . 

We f e e l t h a t the Secretary should and could order 

the p a r t i e s t o p a r t i c i p a t e i n nonbinding mediation, t o be 

f a c i l i t a t e d by a n e u t r a l mediator t o be selected by the 

p a r t i e s i n c o o r d i n a t i o n w i t h the Hearing O f f i c e r , and San 

Juan i s open t o suggestion as t o the prec i s e method f o r 

p i c k i n g a mediator. 

The fundamental goal, t h i r d , of the mediation 

would be t o a r r i v e a t a f a i r market value f o r the gas and 

associated equipment and u l t i m a t e l y a buyout of the 

Richardson o i l and gas i n t e r e s t s w i t h i n the San Juan 
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Underground Mine area. We bel i e v e t h a t t h i s type of order 

i s i n t h e p u b l i c i n t e r e s t and, as a consequence, i s 

co n s i s t e n t w i t h the Secretary's a u t h o r i t y under Section 

70-2-26. 

As f u r t h e r evidence t h a t t h i s approach i s i n the 

p u b l i c i n t e r e s t , we'd note t h a t the BLM memorandum 2000-81, 

which i s one of Richardson's e x h i b i t s before the OCC, 

promotes accommodation as i t s p r e f e r r e d method of r e s o l v i n g 

i t s c o n f l i c t s t h a t a r i s e between competing o i l , gas and 

coa l lessees. 

We propose t h a t t h i s nonbinding mediation be 

engaged i n f o r two reasons. 

F i r s t , i t reserves i n the Secretary the power t o 

make a d e c i s i o n on the mer i t s of t h i s appeal i f mediation 

proves unsuccessful. 

Second, Richardson has p r e v i o u s l y r e j e c t e d , as 

r e f l e c t e d i n i t s testimony before the OCC, p a r t i c i p a t i o n i n 

bi n d i n g a r b i t r a t i o n . San Juan Coal i s s t i l l prepared t o 

pursue b i n d i n g a r b i t r a t i o n as set f o r t h i n the p r o t o c o l , 

but i t appears t h a t f a c i l i t a t e d nonbinding mediation i s the 

path t h a t i s s t i l l open t o us, and again, t h i s path would 

serve the p u b l i c i n t e r e s t and the i n t e r e s t s of the p a r t i e s . 

Mr. Hearing O f f i c e r , I t h i n k w i t h t h i s I w i l l 

hand over t o Mr. Bruce f o r conclusion of the opening 

statement. 
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SECRETARY MILLS: Thank you. 

MR. BRUCE: Mr. Secretary, I ' d l i k e t o address 

se v e r a l issues. The f i r s t one i s a l e g a l issue. 

But before I begin, I ' d l i k e t o o u t l i n e f o r you a 

few terms w e ' l l hear today, a t l e a s t from my witness, Mr. 

Smith. And I want you t o be cognizant of what type of 

w e l l s we're d e a l i n g w i t h today, since the other witnesses 

and a t t o r n e y s i n the room have obviously had t o deal w i t h 

t h i s over a l o t longer p e r i o d of time than you d i d . 

The types of w e l l s we're concerned w i t h are, 

f i r s t , F r u i t l a n d Coal w e l l s , and secondly P i c t u r e d C l i f f s 

w e l l s . 

F r u i t l a n d Coal w e l l s are completed i n the coal 

seam which San Juan i s mining. They produce methane gas 

which desorbs or becomes unattached from the c o a l . 

P i c t u r e d C l i f f s w e l l s are w e l l s which are 

completed i n the P i c t u r e d C l i f f s f ormation, which l i e s 

immediately beneath the F r u i t l a n d Coal f o r m a t i o n . 

The next term i s w e l l spacing. F i f t e e n years ago 

the Commission, or probably more f o r m a l l y the O i l 

Conservation D i v i s i o n , e s tablished 320-acre spacing f o r the 

F r u i t l a n d Coal formation. That i s , one F r u i t l a n d Coal w e l l 

was allowed per 320 acres or h a l f - s e c t i o n of land. 

Long before t h a t , the Commission had e s t a b l i s h e d 

160-acre spacing f o r the P i c t u r e d C l i f f s . I n other words, 
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one P i c t u r e d C l i f f s w e l l i s allowed per qu a r t e r s e c t i o n . 

I ' d note t h a t when Richardson acquired i t s i n t e r e s t s i n 

these leases, i t was only allowed one F r u i t l a n d Coal w e l l 

per h a l f s e c t i o n . 

What we're here f o r today i s Richardson's 

A p p l i c a t i o n f o r i n f i l l d r i l l i n g i n the F r u i t l a n d Coal. 

Spacing would remain the same i n the F r u i t l a n d Coal, 320 

acres, but Richardson wants permission t o d r i l l one 

a d d i t i o n a l w e l l per 320 acres. So you'd have 320-acre w e l l 

u n i t s but one w e l l i n each quarter s e c t i o n , and sometimes 

I ' l l r e f e r t o t h a t as fo u r w e l l s per s e c t i o n . 

What the Secretary must recognize i s t h a t w e l l 

development i n the F r u i t l a n d Coal formation and the 

P i c t u r e d C l i f f s formation can be independent. You could 

have f o u r P i c t u r e d C l i f f s w e l l s per s e c t i o n , and you could 

independently have fo u r F r u i t l a n d Coal w e l l s per s e c t i o n , 

f o r a t o t a l of e i g h t . So you're not l o o k i n g a t f o u r per 

s e c t i o n , conceivably, you could be l o o k i n g a t e i g h t w e l l s 

t o t a l per s e c t i o n . 

I f Richardson i s successful i n i t s A p p l i c a t i o n i t 

can d r i l l two w e l l s per 320 acres or, again, f o u r w e l l s per 

s e c t i o n . I t could also conceivably have f o u r P i c t u r e d 

C l i f f s w e l l s per s e c t i o n , f o r a t o t a l of e i g h t . 

Now, I've handed you Section 70-2-17 of the New 

Mexico St a t u t e s , and please look a t subsection B, which 
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s t a t e s i n p a r t , "The d i v i s i o n . . . " or f o r t h a t matter, the 

Commission "...may e s t a b l i s h a p r o r a t i o n u n i t f o r each 

p o o l . " A p r o r a t i o n u n i t , f o r our purposes today, i s the 

same as a spacing u n i t . I n other words, what we're l o o k i n g 

a t i n the F r u i t l a n d Coal i s a 320-acre p r o r a t i o n or spacing 

u n i t . And t h a t i s "...the area which can be e f f i c i e n t l y 

and economically drained and developed by one w e l l , and i n 

so doing the d i v i s i o n . . . " and the Commission " . . . s h a l l 

consider the economic loss caused by the d r i l l i n g of 

unnecessary w e l l s . . . " This i s the basic s t a t u t e regarding 

the D i v i s i o n ' s or the Commission's well-spacing a u t h o r i t y . 

The s t a t u t e r e q u i r e s the Commission, when i t ' s 

l o o k i n g a t t h i s , t o determine the area which can be 

e f f i c i e n t l y and economically drained by one w e l l . 

San Juan asserted before the Commission t h a t 

except f o r perhaps a small p o r t i o n i n the southeast area of 

San Juan's coal leases, w e l l s cannot be economically 

developed i n the mine lease area, and we w i l l present 

evidence t o you today through Mr. Smith on t h a t issue. 

However, the Commission i n Paragraph 2 2 of i t s 

Order s a i d t h a t , w e l l , economics was an academic exercise 

and r e a l l y d i d n ' t address the issue. We b e l i e v e the 

s t a t u t o r y language t o consider economics and e f f i c i e n c y i s 

mandatory, but the Commission ignored t h a t l e g a l 

requirement. 
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Therefore as a l e g a l matter, the Secretary should 

reverse the Commission's Order, because the evidence has 

shown and w i l l show t h a t except f o r a couple of w e l l s , 

F r u i t l a n d Coal development i n t h i s area i s uneconomic. 

I would note t h a t when i t came t o the evidence — 

Mr. Smith on behalf of San Juan presented evidence, and Mr. 

Cox on behalf of Richardson presented evidence. 

Richardson's evidence was based on a mathematical model of 

the F r u i t l a n d Coal r e s e r v o i r done by Mr. Cox, which was 

e x p l i c i t l y r e j e c t e d i n Paragraph 72 of the Commission's 

Order. Therefore we be l i e v e the only v a l i d and reasonable 

evidence before you today w i l l show t h a t d r i l l i n g 

a d d i t i o n a l w e l l s i n the mine lease area i s uneconomic. 

Second, there's a f a c t u a l matter f o r you t o look 

a t , and Mr. Secretary, I d i d put before you t h r e e e x h i b i t s . 

They are Richardson E x h i b i t B-2, Richardson E x h i b i t C-10 

and San Juan E x h i b i t 35. 

I f you would f i r s t look a t Richardson E x h i b i t 

B-2, the top one, and t u r n t o the l a s t page of t h a t 

e x h i b i t , the basal F r u i t l a n d Coal, which i s c o l o r e d i n 

black — Now, there's two sections of coal c o l o r e d here. 

What we're here today p r i m a r i l y f o r , or p r i m a r i l y l o o k i n g 

a t today, i s the lower one, the basal F r u i t l a n d Coal. That 

i s t he coal seam which i s being mined by San Juan, and i t 

i s also the zone being produced by Richardson i n i t s w e l l s . 
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Immediately below the basal F r u i t l a n d Coal you 

see the P i c t u r e d C l i f f s . When you look below the F r u i t l a n d 

Coal, y o u ' l l see a l i t t l e r e c tangle w i t h f o u r holes i n i t , 

immediately below the F r u i t l a n d Coal. That i s an 

i n d i c a t i o n t h a t the w e l l was p e r f o r a t e d and i s a l l e g e d l y 

producing from the P i c t u r e d C l i f f s f o rmation. I n f a c t , 

t h a t w e l l was producing from the F r u i t l a n d Coal. 

I f you would next move on t o San Juan E x h i b i t 35, 

which was prepared by San Juan's witness, Paul B e r t o g l i o , 

t h i s e x h i b i t and h i s testimony shows t h a t v i r t u a l l y a l l of 

the F r u i t l a n d Coal and Pic t u r e d C l i f f s w e l l s i n the mine 

lease area, whether they're designated F r u i t l a n d Coal or 

not, are a c t u a l l y F r u i t l a n d Coal producers. The only one 

t h a t ' s not a F r u i t l a n d Coal producer i s i n the southeast 

q u a r t e r of Section 32, Township 30 North, Range 14 West, 

which i s i n the f a r southeast corner of San Juan's coal 

leases. That i s the only P i c t u r e d C l i f f s w e l l . 

This conclusion i s confirmed by the next e x h i b i t , 

which i s Richardson's own E x h i b i t C-10. Now, there's a l o t 

of data on t h a t l i s t , i n essence, over on the l e f t - h a n d 

s i d e . I t l i s t s a number of w e l l s . These are not a l l i n 

San Juan's coal leases. The next one, i t shows the zone. 

I t l i s t s these w e l l s as e i t h e r P i c t u r e d C l i f f s or combined 

P i c t u r e d C l i f f s - F r u i t l a n d Coal, a couple of them are 

a c t u a l l y sole F r u i t l a n d Coal completions. I t gives the 
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l o c a t i o n , and then i t gives production data. 

Now, how can you t e l l whether these w e l l s are 

F r u i t l a n d Coal or P i c t u r e d C l i f f s producers? And again, I 

won't go through a l l of Mr. B e r t o g l i o ' s testimony, but i t 

i s t h e r e . He discussed i t i n more d e t a i l . 

F i r s t , the higher r a t e s of p r o d u c t i o n . As Mr. 

Smith w i l l t e s t i f y today, the P i c t u r e d C l i f f s r e s e r v o i r i n 

t h i s area i s r e a l l y a marginal zone. No one would go out 

here t o d r i l l a P i c t u r e d C l i f f s w e l l alone. The higher 

p r o d u c t i o n r a t e s means t h a t the production i s coming from 

the F r u i t l a n d Coal. 

Second i s t h a t i f you look a t the p r o d u c t i o n 

dates — and you know, i t has cumulative p r o d u c t i o n but i t 

a l s o has average r a t e , f i r s t 31 days, median r a t e , average 

r a t e t o September 23, 2002. Let's j u s t take one example, 

Mr. Secretary, the t h i r d w e l l down, which i s the Federal 

5-3. I t s average median r a t e i n the f i r s t 31 days was 118 

MCF. I t s average r a t e l a t e r on increased — more than 

doubled t o 255 MCF. That i s a key i n d i c t o r of F r u i t l a n d 

Coal pr o d u c t i o n . 

I n a normal w e l l l i k e a r e a l P i c t u r e d C l i f f s w e l l 

or a deeper w e l l , a Dakota w e l l , production s t a r t s a t a 

c e r t a i n l e v e l and immediately begins d e c l i n i n g . I n 

F r u i t l a n d Coal w e l l s , there might be zero p r o d u c t i o n when 

the w e l l i s f i r s t completed. And what happens i s , they 
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i n c l i n e i n production f o r a whi l e as water i s produced, as 

pressure i s lowered, so t h a t the pressure reduces and the 

gas can desorb from the c o a l . So i f you see i n c l i n i n g 

p r o d u c t i o n i t ' s not a Pi c t u r e d C l i f f s w e l l , i t ' s a 

F r u i t l a n d Coal w e l l . 

And you can go down the l i s t . I won't go through 

i t , but you can compare these w e l l s . And except f o r a few, 

they a l l have i n c l i n i n g production. Mr. B e r t o g l i o 

t e s t i f i e d t h a t they are i n essence F r u i t l a n d Coal w e l l s , 

and Mr. Cox himself admitted t h a t there i s communication 

between the zones. 

I f you ask how t h i s can happen, I again r e f e r you 

back t o the w e l l l o g , Richardson E x h i b i t B-2. As you can 

see, these operators p e r f o r a t e and f r a c t u r e the P i c t u r e d 

C l i f f s f ormation r i g h t a t the very top of the f o r m a t i o n . 

When they f r a c t u r e i t , the f r a c t u r e goes up i n t o the 

F r u i t l a n d Coal, and i t produces F r u i t l a n d Coal gas. 

Therefore, when you look again a t San Juan 

E x h i b i t 35, except i n one or two instances, Richardson 

already has fou r F r u i t l a n d Coal w e l l s per s e c t i o n and 

should not be allowed t o recomplete or d r i l l any a d d i t i o n a l 

w e l l s where i t already e f f e c t i v e l y has fo u r F r u i t l a n d Coal 

w e l l s per s e c t i o n . 

Mr. B e r t o g l i o ' s testimony on t h i s begins a t page 

531 of the Commission t r a n s c r i p t . 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

49 

Now, when I say there could p o t e n t i a l l y be eight 

wells per section, at t h i s time there's not because what 

people have been doing i s d r i l l i n g allegedly Pictured 

C l i f f s wells and producing them, or completing i n both 

zones. So f o r the most part what you're looking at i s four 

wells per section. 

But as I said, there i s the p o t e n t i a l to d r i l l . 

They could say, oh, no, we're only completing a w e l l i n the 

Fruitland Coal, and then go out and d r i l l a d d i t i o n a l 

Pictured C l i f f s wells. This r e a l l y aggravates the 

s i t u a t i o n San Juan i s facing. 

And there's another issue. I n a recent order, 

Division Order R-11,848, the Division approved a p i l o t 

p roject to t e s t the necessity to d r i l l two Pictured C l i f f s 

wells per quarter section. Now, t h i s w i l l take a while f o r 

t h i s data to be gathered under t h i s p i l o t program, but what 

you're looking at i s the p o t e n t i a l of eight Pictured C l i f f s 

wells per section plus four Fruitland Coal wells per 

section. So you could have 12 wells per section out there. 

Again, I think Mr. Ausherman has already addressed how t h i s 

adversely a f f e c t s the mine. 

There's one f i n a l issue, and i t ' s f i l i n g s with 

the Secretary. Richardson has made statements th a t most of 

the lands are federal lands, and secondly there's r e a l l y 

only one or two new wells at issue at t h i s time. 
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F i r s t , unless the Commission i s no longer i n the 

business of r e g u l a t i n g operations on f e d e r a l lands, which I 

doubt, whether they're s t a t e , f e d e r a l or fee lands i s 

i r r e l e v a n t t o t h i s proceeding. As Mr. Ausherman noted, the 

State receives one-half of the r o y a l t y from c o a l or o i l and 

gas produced from f e d e r a l lands. Obviously, t h i s 

i m p l i c a t e s the p u b l i c i n t e r e s t . 

The f i n a l t h i n g i s the incremental numbers of 

w e l l s i n the mine lease area. For t h a t I ' l l r e f e r you t o 

Richardson E x h i b i t A - l , and I ' l l hand you my copy, Mr. 

Secretary. On i t I've o u t l i n e d i n black the San Juan Coal 

leases. 

Now, i f you look a t t h a t map y o u ' l l see t h a t 

t h e r e are a number of w e l l s on the map. Most of them, 

which are not colored, are plugged and abandoned w e l l s or 

completed i n deeper formations, the Mesaverde or the Gallup 

or the Dakota. Those w e l l s are not i m p l i c a t e d here, and 

are manageable by San Juan because as t o the plugged and 

abandoned w e l l s , i t can simply m i l l out those w e l l s and 

mine through t h a t area. 

As t o the other, the Gallup or the Dakota w e l l s , 

they're f o r the most p a r t q u i t e marginal and are reaching 

abandonment s t a t u s . Those w e l l s are not owned by 

Richardson, and when they are abandoned obviously the mine 

w i l l be able t o deal w i t h those simply by m i l l i n g them out 
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and making sure they're p r o p e r l y abandoned. 

As t o the number of w e l l s i m p l i c a t e d , you need t o 

look a t the — This i s Richardson's own e x h i b i t . Look a t 

the blue and the yellow w e l l s . There are e i g h t i n the mine 

d i s t r i c t s — and you w i l l hear more about t h a t i n a minute; 

those are the shaded areas w i t h i n the coal leases — and 

th r e e w i t h i n the coal leases but outside the mine 

d i s t r i c t s , f o r a t o t a l of 11 w i t h i n San Juan's leases. 

Another operator, Dugan Production Corporation, 

could seek t o d r i l l or recomplete a d d i t i o n a l w e l l s i n t h i s 

area. Therefore we bel i e v e t h a t t h e r e i s more than one or 

two w e l l s i n v o l v e d , and we want t o emphasize t h a t the 

incremental e f f e c t of each w e l l on the mine i s s u b s t a n t i a l . 

One a d d i t i o n a l w e l l could lead t o abandonment or bypass of 

a coal panel or a s u b s t a n t i a l p a r t of a coal panel. The 

f a c t t h a t we're deal i n g w i t h a number of a d d i t i o n a l w e l l s 

m u l t i p l i e s the adverse e f f e c t on the mine. 

With t h a t , we would close our opening and pass t o 

Mr. Carr. 

SECRETARY MILLS: Thank you. 

Mr. Carr? 

MR. CARR: Mr. Secretary, my opening statement 

w i l l take approximately h a l f an hour. 

SECRETARY MILLS: Okay. 

MR. CARR: Richardson Operating Company appears 
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before you today requesting t h a t you not take a c t i o n t h a t 

would set aside or a l t e r an order of the New Mexico O i l 

Conservation Commission. We be l i e v e the evidence before 

you and the evidence t h a t w i l l be submitted i n t h i s 

proceeding w i l l c l e a r l y show t h a t the Commission Order does 

not contravene the p u b l i c i n t e r e s t , and f u r t h e r i t w i l l 

show t h a t what San Juan Coal i s advocating i s a c t i o n you 

should not take, advocating actions perhaps you cannot 

take. 

Now, we've been here f o r over an hour l i s t e n i n g 

t o a long s t o r y about the mine and the problems. We've 

heard a d e f i n i t i o n of p u b l i c i n t e r e s t and the standards 

t h a t you should apply t h a t are c l e a r l y s e l f - s e r v i n g , a 

d e f i n i t i o n which i s s o r t of backed out of t h e i r own case, 

agreements and lease p r o v i s i o n s i n e a r l i e r c o n t r a c t s which 

support t h e i r p o s i t i o n are c a t e g o r i c a l l y r e j e c t e d as no 

longer a p p r o p r i a t e . Anything t h a t supports t h e i r p o s i t i o n , 

of course, i s ennobled and c i t e d t o you as i f i t i s 

c o n t r o l l i n g . 

And so i t seems t o me t h a t a t the very beginning 

i t f a l l s t o me t o s o r t of r e t r a c k where we are here today. 

And t o do t h a t , I t h i n k i t ' s important t o note t h a t w h i l e 

what you have heard i n the three opening statements from 

San Juan Coal, a l l s o r t s of f a c t s and issues t h a t may seem 

very complicated on the surface, when you look behind these 
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you f i n d t h a t a c t u a l l y what you're asked t o do i s f a i r l y 

simple. 

We're here because the Secretary of t h i s 

Department decided t o c a l l a c e r t a i n matter before her f o r 

review. And w h i l e they c h a r a c t e r i z e the j u r i s d i c t i o n of 

t h e Department as extremely broad, I would suggest t o you 

t h a t the d i s c r e t i o n of the Secretary i s not u n l i m i t e d . 

This Department, the Secretary, t h i s proceeding — i t ' s a l l 

a c r e a t u r e of s t a t u e . And your powers are d e f i n e d by those 

s t a t u t e s . Your power and your a u t h o r i t y i s also l i m i t e d by 

s t a t u t e , and i t ' s l i m i t e d by the pieces of the r e g u l a t o r y 

framework which govern the development of c o a l , a 

r e g u l a t o r y framework i n which your d e c i s i o n , when rendered, 

w i l l f i t . 

This i s a hearing t o consider one issue. That 

issue i s d e f i n e d by law. I t says, under the circumstances 

does the Order of the O i l Conservation Commission 

contravene the p u b l i c i n t e r e s t ? That's the only issue, 

whatever the p u b l i c i n t e r e s t — whatever you determine i t 

i s , whatever we can help you f i g u r e out i t i s . You take 

t h i s Order and you compare i t t o t h a t , and you see i f 

there's a c o n f l i c t . 

San Juan has other ideas, new ideas. Today — We 

have new ideas a l l the time from San Juan. Today i t i s 

mediation, nonbinding mediation, take i t away from you. 
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They've brought i t here, now they want to send i t t o a 

mediator i n a nonbinding format. And I submit t o you that 

w i l l take us r i g h t back to where we were when we were 

t r y i n g t o go to a r b i t r a t i o n before. They think our coal i s 

of no value because I guess i t ' s not below 1100 fee t , and 

we thin k i t i s . And the gap i s so wide, we'l l never get 

there. And you w i l l then be not deciding the issue before 

you but sending i t to someone else. 

And at the same time, San Juan has already 

announced i t s intention to re-raise these issues, and a new 

hearing on Fruitland Coal rules i s scheduled f o r May before 

the O i l Conservation Commission. I t i s n ' t t h a t easy. You 

simply can't c a l l i t before you and then pass the buck 

away. You've got to decide t h i s , and you've got to decide 

i t w i t h i n the context of the statute. 

And so I want to t a l k to you i n i t i a l l y about the 

scope of review, what you're here t o do and what you're not 

t o do. I want to t a l k about the circumstances which you 

can't change, that impact your decision. I w i l l take a 

look at the evidence that's before you and the evidence 

t h a t w i l l be presented, evidence that w i l l show tha t the 

Order of the O i l Conservation Commission, i n the context of 

the circumstances of t h i s case simply does not create a 

p u b l i c - i n t e r e s t issue that requires you to modify i t or set 

i t aside. 
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Now, I t h i n k i t ' s important as you approach t h i s 

q u estion t o remember t h a t you can't expand your 

j u r i s d i c t i o n , t h a t you're not here t o issue d e c i s i o n s which 

c o n f l i c t w i t h the j u r i s d i c t i o n and the decisions of other 

agencies. You can't change the p r o v i s i o n s i n the 

u n d e r l y i n g leases or the c o n t r a c t s between the p a r t i e s . 

You cannot set aside or over t u r n what the BLM or what MSHA 

has or may do. 

And as you approach t h i s issue I would c a u t i o n 

you, you should exercise r e a l care not t o pass on new 

t e c h n i c a l issues, issues w i t h i n the j u r i s d i c t i o n of the O i l 

Conservation Commission, issues which are t h e r e because of 

the s p e c i a l e x p e r t i s e and competence of the engineers and 

g e o l o g i s t s i n the OCD and decide them y o u r s e l f . The 

purpose of t h i s proceeding i s not t o take issues of 

d r i l l i n g , d esorption, mine s a f e t y away from those t e c h n i c a l 

people who have s p e c i a l e x p e r t i s e i n these areas and gi v e 

them t o someone who lacks t h i s engineering, g e o l o g i c a l and 

s p e c i a l e x p e r t i s e . That's not why we're here. 

And i n t h a t regard I would suggest t o you t h a t 

although Mr. Bruce wants t o quote the O i l and Gas Act and 

note t h a t the Commission found t h a t the economic issues 

r a i s e d below r e a l l y were academic i n nature, I would submit 

t o you t h a t the Commission has met i t s duty as t o the 

economic nature of the Richardson w e l l s . This i s an issue 
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w i t h i n i t s e x p e r t i s e . They're not t a l k i n g about the value. 

The academic nature was the value of a coal mine i n 

employing thousands of people i n the San Juan Basin versus 

the r o y a l t y o f f of one coal gas w e l l . That i s academic. 

But the OCD, w i t h i n i t s e x p e r t i s e and i t s 

competence, found t h a t the production t o be obtained from 

the Richardson w e l l s was economic and i t would be 

e f f i c i e n t . And I would suggest t h a t t h i s proceeding should 

not be used t o re-argue or supplement the record on 

un d e r l y i n g issues, but decide whether or not the r e s u l t i n g 

order c o n f l i c t s w i t h the p u b l i c i n t e r e s t . 

And as I l i s t e n t o San Juan, i t seems t o me t h a t 

perhaps more important than e x p l a i n i n g and arguing t o you 

what you should consider, we have t o t a l k about what you 

should not. 

They want t o cast the p r i o r i t y issue aside, but 

t h i s i s not a proceeding i n which you can ignore the 

p r i o r i t y and the s u p e r i o r i t y of the o i l and gas leases i n 

t h i s area. You can't circumvent agreements between the 

c o a l company and the BLM, agreements which were c o n d i t i o n s 

precedent t o the a c q u i s i t i o n of t h i s i n t e r e s t i n the very 

f i r s t place. You can't set aside s t i p u l a t i o n s and 

pr o v i s i o n s i n s t a t e and f e d e r a l coal leases. This i s n ' t an 

op p o r t u n i t y f o r you t o j u s t s a i l i n t o areas reserved t o the 

BLM or MSHA. You can't change decisions of the BLM or 
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MSHA, and you shouldn't accept an i n v i t a t i o n t o walk down 

t h a t path. 

The evidence on the economic issues as t o these 

w e l l s was presented t o the OCD and decided, i t has been 

presented t o the BLM, and t h e i r economic issues have been 

r e j e c t e d . This i s n ' t a place t o get i n t o the 

t e c h n i c a l i t i e s of mine s a f e t y , of MSHA. 

Of course here the issue, the c e n t r a l issue, i s 

the pro d u c t i o n of coa l . But the u n d e r l y i n g issue, the 

issue t h a t r e a l l y c o n t r o l s the coal development i n v o l v e s 

mine s a f e t y . And whi l e your d e c i s i o n could impact mine 

s a f e t y , you must be c a r e f u l you don't go i n t o areas not 

delegated t o you. 

You have i n your Department a u t h o r i t y t o look a t 

spacing on Ind i a n lands, you can do a l l s o r t s of t h i n g s i n 

the area of surface mining. But those are a l l because your 

Department has entered cooperative agreements or memoranda 

of understanding w i t h the BLM whereby your j u r i s d i c t i o n i s 

de f i n e d and extended i n t o those areas as auth o r i z e d by law. 

You can look a t MSHA. I t ' s a huge set of 

r e g u l a t i o n s . They t e l l you what k i n d of per diem has t o be 

paid t o somebody a t a mine-safety school or what s o r t of a 

f i r e e x t i n g u i s h e r you have t o have i n a b u i l d i n g . They 

don't say anywhere t h a t the a u t h o r i t y of t h a t agency i s 

delegated i n any way t o the Secretary of Energy and 
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Minerals i n New Mexico. I t h i n k you must be c a r e f u l . 

And I t h i n k as you approach these issues and you 

recognize t h a t what we're t a l k i n g about i s on the surface 

— we're t a l k i n g about c o a l , we're t a l k i n g about how much 

w i l l be l e f t behind f o r s a f e t y reasons, how you f r a c f o r 

s a f e t y reasons — I t h i n k when you t h i n k about t h i s y o u ' l l 

f i n d t h a t the O i l Conservation Commission was c o r r e c t , f o r 

the O i l Conservation Commission i n i t s Order suggested t h a t 

these issues belong w i t h MSHA, they do not belong here. 

And y e t the problem f o r you i n t h i s proceeding, I submit, 

i s t h a t San Juan Coal i s attempting t o backdoor those 

issues here w i t h you. 

Now, having sai d t h a t , I want you t o know t h a t I 

don't s i t here t h i n k i n g t h a t the Secretary of Energy and 

Minerals c a l l e d t h i s matter up t h i n k i n g she was going t o be 

asked t o decide f e d e r a l s a f e t y issues. But I t h i n k there's 

a very curious t h i n g i n the evidence i n t h i s case. 

When you look a t the record y o u ' l l see t h a t San 

Juan has sought formal r u l i n g s from MSHA on d e a l i n g w i t h 

plugged and abandoned w e l l s i n the area. They can plug 

them, m i l l out the casing and mine through. 

But I can f i n d nothing i n the record t h a t shows 

they've ever r a i s e d these w i t h a formal a p p l i c a t i o n or 

received any k i n d of de c i s i o n from MSHA on producing 

wellbores through the c o a l , f r a c t u r i n g i n the c o a l , what t o 
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do with the methane that they're f i n d i n g i n the coal. And 

i n t h i s s i t u a t i o n i t raises a curious question. 

Why i s San Juan here? Why aren't these issues 

with MSHA? Because they are the issues th a t d i c t a t e the 

rest of the issues concerning the development of t h i s 

resource. 

As I indicated a minute ago, I don't thi n k t h i s 

proceeding i s a proceeding where we come i n and re-argue 

matters th a t were presented before. We don't come i n here 

and augment or add to the record below. The old issues, 

the issues on economics, should have been brought t o the 

O i l Conservation Commission. 

I know you, s i r , as a prac t i c i n g attorney have 

read t r a n s c r i p t s of witnesses you've presented, the things 

you've argued, and you thought, oh, Lord, I should have 

said, I thought I said, and i t i s n ' t there. 

Well, t h i s proceeding i s n ' t a proceeding so under 

the guise of public in t e r e s t San Juan can run i n here and 

make a record they f a i l e d t o make before the Commission. 

But unfortunately, I believe that's r e a l l y why we're here. 

Now, l e t me t e l l you, I don't think t h i s i s a 

forum f o r new issues, issues not raised below, issues th a t 

are w i t h i n the technical expertise of the OCD. We're not 

here t o hear new proposals, we're t o review an e x i s t i n g 

order. 
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And i n t h a t regard, I t h i n k the worl d r e a l l y 

changed f o r us l a s t Wednesday. I t h i n k on t h a t date t h i s 

case took a very dramatic t u r n , f o r on t h a t day San Juan 

also r a i s e d new issues, made new proposals, proposals which 

are t e c h n i c a l l y beyond the scope of t h i s hearing but which 

go t o the very heart of a l l issues before you. 

You see, on t h a t date, l a s t Wednesday, San Juan 

f i l e d w i t h you a l e t t e r and served i t on us, t h e i r E x h i b i t 

69. This l e t t e r alone underscores the poverty of t h e 

p o s i t i o n they're advancing here t o you today. I t 

underscores the very weakness of the p u b l i c i n t e r e s t 

argument. 

San Juan i s proposing i n t h i s l e t t e r t h a t w h i l e 

Richardson i s d r i l l i n g now only two more w e l l s i n the mine 

d i s t r i c t s and completing only f i v e other w e l l s i n the mine 

d i s t r i c t s , w h i l e t h a t v i o l a t e s the p u b l i c i n t e r e s t , they, 

not the owner of the gas but the owner of the c o a l , should 

be allowed t o go and d r i l l h o r i z o n t a l wellbores and 

v e r t i c a l - t o - h o r i z o n t a l wellbores. 

You see, the i n t e r e s t i n g t h i n g here i s t h a t w h i l e 

i g n o r i n g the ownership r i g h t s of the o i l and gas operator, 

w h i l e i g n o r i n g our r i g h t t o go out and develop, they say, 

I f you d r i l l , Richardson, t h a t v i o l a t e s the p u b l i c 

i n t e r e s t . 

But t h e i r b i z a r r e p o s i t i o n today i s , they can 
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come i n here and say, While i t v i o l a t e s the p u b l i c i n t e r e s t 

f o r t h e owner of the gas t o d r i l l and produce i t , i t ' s 

c o n s i s t e n t w i t h the p u b l i c i n t e r e s t f o r us t o do i t , on 

f a c t s t h a t , w h i l e they want t o t a l k about the Twin Peaks 

area and a much l a r g e r area, i f you look a t the gray, t h e i r 

mine d i s t r i c t s , we're only t a l k i n g about two new w e l l s and 

f i v e recompletions. And now they, w i t h untested 

technology, propose t h a t they can go out and d r i l l these 

w e l l s themselves. 

The d r i l l i n g of those w e l l s — The minute they 

d r i l l a borehole and get gas, under our s t a t u t o r y scheme 

t h a t matter goes back t o the OCD. That's where i t belongs. 

H o r i z o n t a l w e l l , OCD. V e r t i c a l - t o - h o r i z o n t a l w e l l s , t o the 

OCD. The technology t o be used, OCD. And those issues 

aren't before you. 

But w i t h t h i s l e t t e r they admit they have 

encountered l o t s of gas i n t h i s area t h a t ' s noncommercial, 

t h a t d r i l l i n g i s needed t o produce t h a t gas, and i t must be 

done before they mine. 

They admit i n t h i s l e t t e r t h a t t h e i r v e n t i l a t i o n 

system i s n ' t working, or may not work s u f f i c i e n t l y t o 

recovery t h i s gas, and they propose t o get i t by doing j u s t 

what Richardson i s now authorized t o do: d r i l l w e l l s . We 

submit t o you t h a t i f i t i s i n the p u b l i c i n t e r e s t f o r them 

t o d r i l l w e l l s t o produce gas they don't own, i t i s 
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d e f i n i t e l y i n the p u b l i c i n t e r e s t f o r us t o go and d r i l l 

w e l l s t o produce the gas t h a t we own, w e l l s t h a t t he OCD 

and OCC have found are e f f i c i e n t , are necessary and are 

economic. 

They say, Well, you have t o provide regard, due 

regard, f o r a l l mineral resources. Well, I don't t h i n k 

you're doing t h a t . I t h i n k you're simply going o f f on a 

tangent i f you subscribe t o t h e i r n o t i o n t h a t you do t h a t 

by l e t t i n g them d r i l l and t e l l i n g t he owner of these 

resources t h a t they may not. 

I f we're going t o comply w i t h the S t a t u t e here, 

you know, i t ' s couched i n the terms of l o o k i n g a t the Order 

under the circumstances and determine i f , i n f a c t , i t 

v i o l a t e s the p u b l i c i n t e r e s t . And the circumstances are 

important. I submit there are c e r t a i n c r i t i c a l t h i n g s 

w i t h i n which your d e c i s i o n must be c r a f t e d , t h a t r e a l l y 

d i c t a t e the r e s u l t . And p r i o r i t y i s one of those. 

Mr. Ausherman says the BLM decided i t , the OCD 

d i d not, but there i s no dispute anywhere t h a t t he o i l and 

gas leases predate the coal leases, t h a t we were t h e r e 

f i r s t . 

And when they went out t o extend the Deep Lease, 

they obtained the Deep Lease Extension w i t h a f e d e r a l coal 

lease. This lease i s i n 2001, long a f t e r the p r o t o c o l 

agreement when they say i t no longer had any bearing. But 
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t h i s lease has s p e c i a l s t i p u l a t i o n s i n i t . And i t says, 

This coal lease i s subject t o a l l p r i o r e x i s t i n g r i g h t s , 

i n c l u d i n g the r i g h t of o i l and gas lessees and other 

lessees and the surface users. 

I t then went beyond t h a t and i t s a i d , I t i s 

s o l e l y the r e s p o n s i b i l i t y of the coal lessee — San Juan 

Coal — i t ' s s o l e l y t h e i r r e s p o n s i b i l i t y , not the 

r e s p o n s i b i l i t y of the BLM, t o c l e a r the coal t r a c t of any 

l e g a l encumbrances or p r e - e x i s t i n g land uses t h a t would 

impede or prevent coal mining on the t r a c t . 

This i s a circumstance, I submit, i t i s a f a c t i n 

t h i s case. And no matter what they want you t o do, t h e r e 

i s n ' t anything you can do t o r e w r i t e a f e d e r a l o i l and gas 

lease. 

And so as you decide the matter, I submit, you 

are compelled — you must honor t h i s , or you're accepting 

t h e i r i n v i t a t i o n t o go where I b e l i e v e you cannot go. This 

i s a f e d e r a l lease. 

And i n a d d i t i o n t o the f e d e r a l lease we have the 

p r o t o c o l agreement, the agreement t h a t was d r a f t e d by San 

Juan, e n t i t l e d Protocol f o r Mediation of Adverse Impacts 

and Gas Revenues. And i n t h a t they recognize the senior 

s t a t u r e of v a l i d e x i s t i n g o i l and gas leases. 

Now, why are these important t o you? 

Well, a t the time they acquired t h e i r c o a l 
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r i g h t s , they agreed t o these things. And there i s an 

argument that i f they hadn't agreed t o these things we 

wouldn't be here i n the f i r s t place, because they wouldn't 

have leased the land. And t h i s i s the federal side of i t . 

But the state side i s n ' t s i l e n t e i t h e r . The 

state leases — you can f i n d t h i s provision i n the record 

on appeal at page 1320 — state leases authorize i n s i t u 

coal g a s i f i c a t i o n i n order to remove coal. 

But i t goes on, and I quote, Such g a s i f i c a t i o n 

s h a l l not disturb or diminish commercial quant i t i e s of 

coalbed methane. 

These are circumstances. You have t o honor them 

as you sort t h i s out. And San Juan comes before you and 

casts them aside: Well, they're old, we don't pay any 

at t e n t i o n t o them. 

But these are circumstances, I submit, impact 

your j u r i s d i c t i o n and the scope of what you're going t o be 

asked t o do at the end of t h i s hearing. 

They seek an order that would prevent us from 

going forward with i n f i l l d r i l l i n g , d r i l l i n g a d d i t i o n a l 

wells i n t h i s area, a proposal that's consistent with 

s i m i l a r areas throughout t h i s pool. And they're asking you 

to do tha t at the same time the record before you shows 

that they are producing the gas, they are venting the gas 

and they are wasting the gas. And I think these are 
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circumstances t h a t you have t o honor, they're t h i n g s t h a t 

you cannot change. 

And w h i l e we've t a l k e d about the p r o t o c o l 

agreement and we've t a l k e d about the lease terms, we a l s o , 

I t h i n k i t ' s important — we also have t o p o i n t out t o you 

t h a t these decisions have been reviewed a t the request of 

San Juan t w i c e before the BLM. 

And i n deciding these matters i n 2 001, the State 

D i r e c t o r ' s d e c i s i o n s a i d t h i s : We b e l i e v e t h a t Richardson 

has a p r i o r e x i s t i n g r i g h t t o develop the CBM. This i s 

t r u e even i f i t would cause reduced recovery of coal 

reserves and adversely a f f e c t the economics of San Juan's 

mine. San Juan must a d j u s t i t s mine plan t o provide 

necessary s a f e t y t o mine personnel. Accordingly, we 

s u s t a i n the f i e l d o f f i c e r ' s d e c i s i o n w i t h regard t o 

p r i o r i t y , s a f e t y and economics. 

You can't change t h i s d e c i s i o n . 

Now, Mr. Ausherman says, Oh, yes, but we appealed 

i t t o IBLA and then we agreed w i t h them t h a t i t wouldn't be 

precedent, and we j u s t set the t h i n g aside. 

And do you know why they d i d t h a t ? Not because 

t h i s d e c i s i o n i s wrong. Read t h e i r Order. I t ' s because 

the permits have been granted, the w e l l s have been d r i l l e d , 

and i t was moot, and they d i d n ' t want t h i s t o get i n the 

way of f u t u r e a p p l i c a t i o n s . But no one w i l l suggest t o you 
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t h a t t h i s d e c i s i o n i s n ' t an accurate r e f l e c t i o n and the 

best evidence of what the BLM would say today. And t h i s i s 

a f a c t , and i t ' s something you can't r e w r i t e , something you 

should consider. 

Now, Richardson i n these cases has gone t o the 

OCD and the OCC, and the purpose of our A p p l i c a t i o n has 

been t o accelerate production because of the imminent 

d e s t r u c t i o n of the coal by San Juan Coal when they mine i t . 

That's what they do, they take i t out. 

But t h i s creates and br i n g s t o the f o r e a 

circumstance again t h a t you have t o recognize. A f t e r the 

coal i s gone, there i s no o p p o r t u n i t y t o recover the gas. 

Once the gas i s gone, the coal remains. That's a 

circumstance t h a t I t h i n k you need t o t h i n k about when you 

d e l i b e r a t e on whether or not we have a p u b l i c - i n t e r e s t 

issue t h a t r e q u i r e s you t o set aside the Commission's 

Order. 

You know, we are l o o k i n g f o r a s i t u a t i o n where we 

could put up t o four w e l l s on a s e c t i o n . Mr. Bruce t a l k s 

about e i g h t w e l l s and what a t e r r i b l e problem t h i s could be 

f o r the mine. I suggest we're g e t t i n g a l i t t l e b i t 

h y s t e r i c a l , we're r a i s i n g a few f a l s e issues. Under the 

economics of t h i s area I don't t h i n k there's one operator, 

even a poor operator, who would t r y and d r i l l e i g h t 

separate w e l l s t o access PC and F r u i t l a n d Coal. That's 
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j u s t not going t o happen, t h a t ' s a f a l s e issue i n t h i s 

case. 

Another circumstance, i t ' s 85 percent f e d e r a l 

land. Everyone gags when I say t h a t , but i t • s t r u e . 

That's the problem w i t h i t , i t ' s t r u e . And the BLM i s the 

agency under the f e d e r a l scheme t h a t i s vested w i t h 

j u r i s d i c t i o n over the management of t h i s r e g i o n . And MSHA 

i s the agency t h a t makes decisions on mine s a f e t y . And 

when they a c t , and when they exercise t h e i r j u r i s d i c t i o n , 

i t l i m i t s what you can do. I'm so r r y , but I t h i n k t h a t ' s 

t h e f a c t . And I t h i n k those are circumstances you cannot 

change, circumstances you've got t o consider. 

When you consider t h i s whole t h i n g and put i t i n 

cont e x t , I t h i n k you have t o recognize t h a t the BLM has 

s t a t e d t h a t t h e i r p o l i c y i s t o optimize the recovery of 

both resources, record proper, page 779. 

San Juan wants you t o disagree, and they are 

going t o present a l l kinds of evidence about the value of 

the c o a l . And I would submit t o you t h a t t h i s i s n ' t an 

e i t h e r / o r issue. Federal p o l i c y i s , t r y t o maximize the 

recovery of both. And i n t h a t context, comparing 

employment i n the San Juan Basin and the value of a coal 

mine or a power p l a n t w i t h , you know, the r o y a l t y o f f of a 

couple of gas w e l l s i s j u s t academic and r e a l l y p r e t t y 

meaningless. 
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P o l i c y , p u b l i c i n t e r e s t , i s served by maximizing 

the recovery of both. I submit the Secretary doesn't have 

j u r i s d i c t i o n t o a l t e r lease terms, u n d e r l y i n g agreements, 

deci s i o n s of the BLM, the r o l e or the decisions of MSHA. 

San Juan would l i k e you t o enter orders t h a t c o n f l i c t w i t h 

a l l of these. These are circumstances we must honor, 

t h i n g s you cannot change. 

The evidence before you i s going t o t a l k about 

the value of co a l . Whether i t ' s r e a l l y r e l e v a n t or not, 

we're going t o hear a l o t about i t . Well, I ' l l t e l l you 

something: Richardson does not disagree t h a t there's 

s u b s t a n t i a l value i n the coal reserves. A f t e r they devalue 

and t a l k about noncommercial reserves and how shallow i t i s 

and a l l of t h i s , a f t e r we waltz through a l l of t h a t , 

t h ey're going t o recognize t h a t i t has value. And as Mr. 

Roybal i n d i c a t e d , they would pay f a i r market value — which 

I w i l l t e l l you, what they t h i n k i s f a i r market value i s 

very f a r from what we t h i n k . 

We also, i n terms of the evidence t h a t ' s going t o 

be presented, agree t h a t having the gas i n the coal i s a 

problem. I t ' s a problem f o r them, i t ' s a problem f o r us, 

i t i s a problem f o r you. But when you f i n i s h t h i s hearing 

today, San Juan Coal i s going t o leave and they aren't even 

going t o have t o l d you t h a t they know what they can do w i t h 

the gas they already have i n t h i s mine, because they don't 
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know. 

I n t h i s area there are already 70 w e l l s ; t h ey're 

proposing t o d r i l l more but don't want us t o . The only 

t h i n g they're asking you r e a l l y t o do i s t e l l Richardson, 

the owner of the gas, t h a t he cannot produce i t . And they 

t h i n k t h a t , under these circumstances, i s i n the p u b l i c 

i n t e r e s t . 

Under these circumstances I submit you can't f i n d 

a p u b l i c - i n t e r e s t issue. And I'm t a l k i n g about the 

p r i o r i t y of the o i l and gas, I'm t a l k i n g about the 

agreements between the p a r t i e s , I'm t a l k i n g about the new 

proposal we have from San Juan f o r h o r i z o n t a l and v e r t i c a l -

t o - h o r i z o n t a l d r i l l i n g . They admit t h a t t h a t ' s needed, by 

t h e i r l e t t e r t h a t we received l a s t week, dated February the 

5t h . I t h i n k t h a t you can't f i n d p u b l i c i n t e r e s t i f you 

recognize t h a t both resources can and should be produced, 

when you look a t the p r o t o c o l agreement and see they agree 

t o mine around the w e l l s , however you u l t i m a t e l y d e f i n e 

p u b l i c i n t e r e s t . I submit under these circumstances, and 

on these f a c t s , you simply can't f i n d a p u b l i c - i n t e r e s t 

issue. 

We're going t o receive a statement from PNM — i t 

was referenced i n the statement concerning witnesses 

p r e v i o u s l y f i l e d — and we're going t o hear about t h e i r 

need f o r the c o a l , and i t ' s t r u e t h a t they do. And they've 
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made decisions t o access t h i s p a r t i c u l a r c o a l t o use i t i n 

t h e i r power-generation e f f o r t s . These issues have also 

been t o the State D i r e c t o r a t the BLM. 

The State D i r e c t o r , a f t e r reviewing these and 

r e j e c t i n g these arguments, s a i d , I t i s u n f o r t u n a t e t h a t San 

Juan only r e c e n t l y recognized the p o t e n t i a l adverse impacts 

of CBM development on i t s a b i l i t y t o mine c o a l . The BLM 

had encouraged our lessees t o accelerate development of CBM 

i n advance of mining t o ensure recovery of methane t h a t 

otherwise would be l o s t and t o reduce s a f e t y t h r e a t of 

methane degassing during mining operations. 

That's a BLM dec i s i o n . But I t h i n k i t ' s 

important, because i t f l a g s the p o i n t t h a t what we're 

d e a l i n g w i t h i s a de c i s i o n of San Juan, a d e c i s i o n by PNM, 

where they d i d n ' t f u l l y , perhaps, a n t i c i p a t e what might be 

happening. But I w i l l t e l l you t h a t f a i l u r e of i n d i v i d u a l 

companies t o a n t i c i p a t e what may happen down the road very 

r a r e l y r i s e s t o a p u b l i c - i n t e r e s t issue, e s p e c i a l l y when 

you get t h e r e . You have t o throw out c o n t r a c t s , ignore 

agreements, set aside the c o n d i t i o n s precedent t o the 

a c q u i s i t i o n of the leases, say the person who doesn't own 

the coal may d r i l l and produce i t and the person who does 

own i t may not. 

And t h i s i s e s p e c i a l l y t r u e when the very l e t t e r 

they've included as E x h i b i t Number 69 i s an o f f e r , the 
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f i r s t time they've r a i s e d these t h i n g s , t o continue 

n e g o t i a t i o n s . They don't need you t o order them t o go out 

and mediate, they need t o pursue the n e g o t i a t i o n s they 

s t a r t e d l a s t week. And when those are resolved they need 

t o then take t h a t r e s u l t i n g s i t u a t i o n t o MSHA and address 

the mining issues. 

The bottom l i n e here i s , does t h i s Order v i o l a t e 

the p u b l i c i n t e r e s t ? They want you t o prevent us from 

d r i l l i n g w e l l s t h a t the Commission has found are economic 

and needed t o e x t r a c t the gas. They want you t o shut us 

down i n t h i s area. But they s t i l l don't know e x a c t l y what 

they can do, they don't know what they w i l l do. I f you 

read the l e t t e r l a s t week, they don't even r e a l l y know i f 

t h e y ' r e going t o be able t o do anything a t a l l . 

But under t h i s evidence, under these confused 

circumstances, we submit t o you t h a t the Secretary cannot 

f i n d t h a t the Commission's Order contravenes the p u b l i c 

i n t e r e s t . I t h i n k y o u ' l l f i n d t h a t you may not enter 

orders i n c o n s i s t e n t w i t h the r o l e of other agencies w i t h 

r e s p o n s i b i l i t y f o r the development of c o a l , and you should 

not accept an i n v i t a t i o n by San Juan t o step o u t s i d e your 

j u r i s d i c t i o n i n t o areas delegated t o other agencies. 

Nonbinding mediation, t h a t takes us back t o where 

we've been. That w i l l not work, and i t ' s o u t s i d e the issue 

t h a t ' s before you. 
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I f on t h i s evidence you say the Commission's 

Order and i n these circumstances i s c o n s i s t e n t w i t h the 

p u b l i c i n t e r e s t , go t o MSHA, neg o t i a t e , do what you s a i d 

you would do, you're going t o f i n d t h a t you're honoring the 

r e g u l a t o r y scheme, t h a t you're not c o n t r a d i c t i n g terms i n 

f e d e r a l o i l and gas leases — something t h a t , i f you t r y 

t o , probably w i l l be of no e f f e c t — y o u ' l l r e q u i r e San 

Juan t o take t e c h n i c a l issues t o the OCD and MSHA, where 

they belong. 

W i l l t h i s evidence t e l l us what i s the p u b l i c 

i n t e r e s t ? I'm not sure. But I ' l l t e l l you, the evidence 

and the circumstances of t h i s case w i l l t e l l you t h a t 

Richardson, the owner of the gas, can d r i l l i n the p u b l i c 

i n t e r e s t , t h a t you shouldn't say he cannot and a t the same 

time t e l l San Juan they can go out and d r i l l on these 

lands, e x t r a c t the gas, p o t e n t i a l l y waste i t , a l l i n 

v i o l a t i o n of t h e i r leases and u n d e r l y i n g agreements. 

They ask you t o shut us down w h i l e they t r y t o 

f i g u r e out what, i f anything, they can do. And t h i s i s 

a b s o l u t e l y absurd, t o stand here f l a g g i n g around d i r e c t l y 

and i n d i r e c t l y h e a l t h and s a f e t y standards, e s p e c i a l l y when 

you r e a l i z e t h a t t h i s Order — and the mine d i s t r i c t s 

shaded i n gray on the p l a t against the w a l l — those are 

the designated mine d i s t r i c t s — we're t a l k i n g about two 

new w e l l s ; t h e r e were th r e e , one has been d r i l l e d , and f i v e 
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more recompletions — and you weigh t h a t against the f a c t 

t here's 70 w e l l s there already, and they're already 

proposing t o s t a r t d r i l l i n g w e l l s of t h e i r own. 

I t h i n k the whole case f a l l s the day they stand 

up and say, i t ' s against the p u b l i c i n t e r e s t f o r Richardson 

t o d r i l l , i t ' s i n the p u b l i c i n t e r e s t f o r us t o do i t . 

SECRETARY MILLS: Thank you, Mr. Carr. 

San Juan, are you prepared t o continue w i t h your 

case? 

MR. AUSHERMAN: We are. 

SECRETARY MILLS: Please proceed. 

MR. AUSHERMAN: I would remind you, Mr. 

Secretary, t h a t we do have Mr. Real from P u b l i c Service 

Company of New Mexico here t o give a statement as p a r t of 

the p u b l i c p a r t of the p r e s e n t a t i o n , i f i t s u i t s you t o do 

t h a t now, or we could do t h a t l a t e r . 

SECRETARY MILLS: How long i s h i s statement 

expected t o l a s t ? 

MR. REAL: I t ' s j u s t going t o be a very few 

minutes. 

SECRETARY MILLS: Let's proceed w i t h h i s 

statement, then. 

MR. REAL: Good morning, Secretary M i l l s . Thanks 

f o r the o p p o r t u n i t y . My name i s B i l l Real, I'm senior v i c e 

p r e s i d e n t of Public Service Company of New Mexico. 
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I'm here today because of the i n t e r e s t , 

c e r t a i n l y , we have as a u t i l i t y i n the f a c t t h a t the coal 

company, San Juan Coal Company, provides the f u e l f o r our 

San Juan Generating Plant. 

I've got a good b i t of history with PNM and the 

u t i l i t y industry. I've been i n the industry f o r 32 years. 

I've been with PNM f o r 25, and over th a t period of time 

I've been involved with our gas operations up i n the 

Farmington, our pipeline and gathering, as we l l as our 

d i s t r i b u t i o n , and have been i n charge of our e l e c t r i c 

transmission d i s t r i b u t i o n and generation. 

The l a s t couple years my involvement has been i n 

the generation side as executive vice president of the 

power production and marketing, and during t h a t period of 

time i s when we had made the decision to go underground 

with the coal mine, given the economics that w i l l be 

described. 

The importance, c e r t a i n l y , of t h i s issue f o r us 

and f o r my comments here i s the fac t that the San Juan 

Generating Station's sole supply of f u e l i s the coal mine, 

as has been described. There's no other economic 

a l t e r n a t i v e t o bring f u e l i n t o that f a c i l i t y . We are 

approximately h a l f owner — I think we own 4 6 percent — of 

the f a c i l i t y . We operate the f a c i l i t y . There are other 

owners as w e l l , which include the City of Farmington and 
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the County of Los Alamos. 

I t h i n k what 1s important t o understand — whether 

or not i t ' s a p u b l i c - i n t e r e s t argument or not, i t c e r t a i n l y 

i s an i n t e r e s t t o our customers — i s the f a c t t h a t San 

Juan Generating S t a t i o n f o r us provides over 50 percent of 

the power production i n the State of New Mexico f o r our 

customers, and probably somewhat over 40 percent of a l l of 

our generation c a p a b i l i t y , i n c l u d i n g our nuclear p l a n t i n 

Arizona. So i t ' s a s u b s t a n t i a l resource t h a t any 

i n t e r r u p t i o n i n t h a t f u e l supply would create a s i g n i f i c a n t 

and extreme hardship on our customers. And t h a t i s r e a l l y 

my concern. 

As I heard the discussion, and my f a m i l i a r i t y 

w i t h the dispute t h a t ' s ongoing, from our p o i n t of view 

anything t h a t would increase the r i s k t o the mine, t h a t 

r i s k being p r i m a r i l y through some k i n d of catastrophe, 

whether i t ' s a roo f collapse or a spontaneous combustion of 

some s o r t , but anything t h a t would i n t e r r u p t t he op e r a t i o n 

of t h a t mine f o r an extended p e r i o d of time would i n t e r r u p t 

our a b i l i t y , u l t i m a t e l y , t o produce power out of the San 

Juan Generating S t a t i o n . 

And whether or not t h a t power could i n any 

circumstance be replaced i s questionable. Even i f you 

could f i n d the production somewhere else i n the west, could 

you get i t r e d e l i v e r e d i n t o our market, i n t o the c i t i z e n s 
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of Santa Fe, Los Alamos, Farmington and Albuquerque? I 

don't know, I t h i n k t h a t ' s problematic. And i t ' s a r i s k 

t h a t c e r t a i n l y i s ever-present when you're d e a l i n g w i t h an 

underground mine, but i t ' s a r i s k t h a t I don't b e l i e v e 

should be magnified or added t o i f i t can be avoided. 

That's why today I'm here i n support of coming up 

w i t h a r e s o l u t i o n t h a t has been proposed. Perhaps 

mediation i s the appropriate o p t i o n here. 

Thank you. 

SECRETARY MILLS: Thank you. 

Mr. Ausherman? 

MR. AUSHERMAN: We would c a l l Dr. Steve Bessinger 

as our f i r s t witness. 

As p a r t of Dr. Bessinger's p r e s e n t a t i o n , we would 

l i k e t o show a video of a longwall mining o p e r a t i o n . This 

might be a time t o break and set t h a t up, i f you l i k e . 

SECRETARY MILLS: Let's swear the witness i n 

f i r s t , and then w e ' l l break f o r 10 minutes. 

(Thereupon, Dr. Bessinger was sworn.) 

SECRETARY MILLS: We'll recess f o r t e n minutes t o 

permit you t o set up. 

(Thereupon, a recess was taken a t 10: 55 a.m.) 

(The f o l l o w i n g proceedings had a t 11:22 a.m.) 

SECRETARY MILLS: The hearing w i l l again come t o 

order. Mr. Ausherman, please proceed w i t h your d i r e c t 
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examination of Dr. Bessinger. 

MR. AUSHERMAN: Thank you. 

STEPHEN L. BESSINGER. 

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

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

DIRECT EXAMINATION 

BY MR. AUSHERMAN: 

Q. Dr. Bessinger, would you please s t a t e your name 

and your profession? 

A. Stephen L. Bessinger, mining engineer. 

Q. I s San Juan E x h i b i t 61 your personal resume? 

A. I don't have a copy of the e x h i b i t s . 

Q. Sorry. 

A. I t i s . 

Q. What i s your p o s i t i o n w i t h San Juan Coal Company? 

A. I'm engineering manager f o r the San Juan 

Underground Mine. 

Q. Now, Jacques Abrahamse and Lynn Woomer and John 

Mercier are San Juan employees whose testimony i s i n the 

record i n t h i s case. Have they reported t o you d u r i n g 

t h e i r tenure? 

A. Yes, they have. 

Q. And Mr. Woomer i s no longer w i t h the company; i s 

t h a t c o r r e c t ? 

A. That's c o r r e c t . 
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Q. And the others are? 

A. They are. 

Q. What are your present r e s p o n s i b i l i t i e s as 

engineering manager f o r San Juan Coal Company? 

A. Responsible f o r a l l aspects of planning w i t h 

regard t o the mining i n f r a s t r u c t u r e and pro d u c t i o n 

planning. That would include a c t i v i t i e s r e l a t e d t o mine 

v e n t i l a t i o n and roof c o n t r o l , planning of l o n g w a l l mining, 

development of c a p i t a l and operating budgets, geologic 

reconnaissance, r e l a t e d considerations. 

Q. Are you also involved w i t h c o n s i d e r i n g and 

managing the o p e r a t i o n a l aspects of c o n f l i c t s w i t h CBM 

wells? 

A. I am. 

Q. Now, r e f e r r i n g t o San Juan E x h i b i t 61, would you 

please describe your education? 

A. I have a bachelor's, master's and doc t o r a t e i n 

mining engineering. 

Q. And what was your d i s s e r t a t i o n t o p i c ? 

A. The d i s s e r t a t i o n t o p i c f o r the U n i v e r s i t y of West 

V i r g i n i a was Engineering and Economic Risk Assessment f o r 

Longwall Coal Mining Systems. 

Q. I s t h a t r e l e v a n t t o the issues presented i n the 

San Juan lo n g w a l l mining operation? 

A. Yes, i t i s . Many of the p o t e n t i a l impacts t h a t 
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w e ' l l discuss today are addressed i n one way or another i n 

t h a t a n a l y s i s . 

Q. Are you g e n e r a l l y f a m i l i a r w i t h the l o n g w a l l 

mining system and the machinery and the plan advanced by 

San Juan t o develop the coal seam? 

A. I am. I was involved i n both the mine planning 

and the equipment design from the outset. 

Q. I n what capacity were you in v o l v e d i n the mine 

pl a n and designing the longwall apparatus? 

A. P r i o r t o j o i n i n g San Juan Coal I was d i r e c t o r of 

g l o b a l l o n g w a l l a p p l i c a t i o n s f o r Joy Mining Machinery. And 

the equipment t h a t San Juan operates was provided by Joy 

Mining Machinery, so i n view of the c a p i t a l expense 

i n v o l v e d , t h e r e i s a s i g n i f i c a n t study and design 

development t o optimize the equipment f o r t h i s a p p l i c a t i o n . 

I was i n v o l v e d i n a l l of t h a t , and then u l t i m a t e l y the 

manufacture and d e l i v e r y and i n s t a l l a t i o n of t h a t same 

equipment. 

Q. Can you describe the company, Joy, t h a t you've 

r e f e r r e d to? 

A. Yes, Joy Mining Machinery i s the foremost 

s u p p l i e r of longwall mining systems i n the world, and 

underground mining equipment f o r coal mining purposes i n 

general. 

Q. And as d i r e c t o r of g l o b a l operations f o r Joy, 
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what were your r e s p o n s i b i l i t i e s ? 

A. I had r e s p o n s i b i l i t y f o r l o n g w a l l mining 

a p p l i c a t i o n s g l o b a l l y , wherever e i t h e r e x i s t i n g mines were 

going t o r e i n t r o d u c e new long w a l l mining equipment or 

g r e e n f i e l d s p r o p e r t i e s , where no long w a l l mining had taken 

place i n the past, were being developed. I was i n v o l v e d 

w i t h a l l of those p r o j e c t s . 

Q. So a f t e r being responsible f o r g l o b a l operations 

f o r Joy, what made you decide t o come t o New Mexico? 

A. Well, the op p o r t u n i t y here i s unique because we 

have the p o s s i b i l i t y a t San Juan Underground Mine t o have a 

world-class o p e r a t i o n , perhaps the foremost underground 

c o a l mine i n the world, and t h a t o p p o r t u n i t y was more 

a t t r a c t i v e than even the g l o b a l exposure. 

Q. I n your experience both w i t h San Juan and your 

previous experience as d i r e c t o r of g l o b a l operations a t Joy 

and other experience described i n your resume, have you 

been i n v o l v e d w i t h underground coal mines t h a t encounter 

o i l and gas wells? 

A. I c e r t a i n l y have, p r i n c i p a l l y through my 

experience w i t h Consolidation Coal Company but also d u r i n g 

my experience w i t h Joy Mining Machinery. 

Q. What was your p o s i t i o n w i t h Consolidated Coal 

Company? 

A. I was senior mining a p p l i c a t i o n s engineer and 
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manager f o r the advanced technology l o n g w a l l program t h e r e . 

Q. Do you have experience w i t h mining companies 

degassing or production of coalbed methane i n advance of 

mining? 

A. Yes, t h a t ' s a f a i r l y common p r a c t i c e t o 

f a c i l i t a t e coal mining, and i t was one t h a t we engaged i n 

a t Consolidation Coal Company and I've seen p r a c t i c e d 

elsewhere a t the time of Joy Mining Machinery. 

Q. Do you also have experience and e x p e r t i s e i n 

mines where t h i s degassing gas i s produced and c o l l e c t e d 

and s o l d a t the surface? 

A. I do. That's also a f a i r l y common p r a c t i c e 

w i t h i n Consolidation Coal Company and c e r t a i n l y common 

elsewhere i n the world. 

Q. Do you have experience and e x p e r t i s e w i t h the 

dangers of unstable roof and f l o o r c o n d i t i o n s i n 

underground mines, i n c l u d i n g San Juan? 

A. I do. Having had g l o b a l exposure, i n c l u d i n g 

A f r i c a , A u s t r a l i a , UK, Europe and the Americas, as w e l l as 

San Juan, I can comment on t h a t f a i r l y e x p e r t l y . 

Q. Does t h a t include f a m i l i a r i t y and i n v e s t i g a t i n g 

the causes and t r y i n g t o remedy the s i t u a t i o n ? 

A. I t c e r t a i n l y does. Root cause a n a l y s i s i s always 

an important element i n roof c o n t r o l design. 

Q. What e x p e r t i s e i n geology have you acquired i n 
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your career as a mining engineer? 

A. Well, geology i s a strong component i n the 

d i s c i p l i n e of mining engineering, t h e r e i s s i g n i f i c a n t 

coursework involved w i t h t h a t i n the undergraduate and 

p o t e n t i a l l y graduate programs. My exposure i n the graduate 

programs included s p e c i a l t y study i n coal geology, I've 

also had s i g n i f i c a n t experience i n mining e x p l o r a t i o n and 

reserve e v a l u a t i o n p r o j e c t s and assessment of geomechanics 

p r i o r t o and during mining through geologic reconnaissance. 

MR. AUSHERMAN: We would tender Dr. Bessinger as 

an expert mining engineer w i t h p a r t i c u l a r e x p e r t i s e i n 

lo n g w a l l mining operations. 

SECRETARY MILLS: I s there any ob j e c t i o n ? 

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

SECRETARY MILLS: He w i l l be admitted as an 

expert — 

MR. AUSHERMAN: Thank you. 

SECRETARY MILLS: — accepted as an expert. 

Q. (By Mr. Ausherman) I would l i k e t o ask you some 

questions about longwall mining i n general. But f i r s t , i n 

your view i s coal a mineral resource? 

A. Well, I t h i n k i n most forums i t ' s considered a 

minera l resource. 

Q. I s coal the mineral resource t h a t San Juan Coal 

Company seeks t o mine i n i t s underground mine? 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

83 

A. Yes, that's the exclusive purpose of San Juan 

Coal Company. 

Q. So how does i t plan to do that? What are the 

methods tha t San Juan plans to use to mine tha t coal? 

A. The underground mining i s p r i m a r i l y f a c i l i t a t e d 

through longwall mining and continuous miner sections are 

u t i l i z e d t o develop working places f o r the longwall mining 

system. 

Q. Can you describe what a continuous miner machine 

is? 

A. A continuous miner i s a machine that i s 

considerably smaller i n size than the longwall mining 

system. I t ' s an integrated machine frame that's able to 

cut coal on a working face approximately 10 to 12 feet wide 

and convey i t through the machine to be hauled away from 

the rear of the machine. The t o t a l length i s approximately 

35 feet, and i t ' s a track-mounted machine, making i t highly 

mobile. 

Q. I s that — I believe you indicated that the 

function of a continuous miner i s to mine something th a t we 

c a l l the main roads or the gate roads or the passages? 

A. That's correct, the function of a continuous 

miner and associated section equipment i s , from our 

application, exclusively f o r the purpose of developing 

access to f a c i l i t a t e longwall mining operations. 
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Q. I s that because i t s movement i s more f l e x i b l e ? 

You mentioned — 

A. Well, i t ' s able to work i n a smaller space with 

the i n t e n t of — create a smaller excavation, and the 

i n t e n t being to mine with the longwall mining system, we 

want to create the least l o s t coal associated with 

developing that longwall mining system panel, and the most 

e f f i c i e n t way to do that i s with the continuous miner th a t 

creates the required i n f r a s t r u c t u r e with the minimum 

wastage of the ove r a l l resource. 

Q. Now, before we get too f a r down the road, I'd 

l i k e your help i n describing some terms to be sure that 

i t ' s clear what we're t a l k i n g about. You've talked about 

passageways and gate roads and mains. You've also talked 

about coal panels. 

We have on the easel over there San Juan Exhibit 

10. Could you use that e x h i b i t to explain to the Secretary 

where the mains are and where the gate roads are and where 

the coal panels area? 

A. Well, I c e r t a i n l y can. What we see here i s a map 

view of the ove r a l l mine area, and you can see t h a t there 

are some l i g h t l y shaded rectangular regions on t h i s map. 

Some of the regions are i n gray l i n e s , others of the 

regions are i n s o l i d green l i n e s . 

What we see i n the green l i n e s , s t a r t i n g with the 
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west side of t h i s f i g u r e , i s our main entry development 

set. This main entry set w i l l continue across the property 

t o the east and i s the spine of a l l of the mining 

a c t i v i t i e s at San Juan Underground Mine. I t ' s a l i f e - o f -

mine entry set tha t must continue t o serve i t s purpose of 

access f o r men and materials as well as provision of 

u t i l i t y access, v e n t i l a t i o n , water, e l e c t r i c i t y . 

Q. Why does i t have that windowpane pattern? 

A. The windowpane pattern that we see, f o r example, 

immediately o f f of the end of the green s o l i d section i s 

i n d i c a t i v e of the advance per month that we expect to 

encounter with the equipment i n that area, developing the 

east main. 

Q. Could you give us an idea of the dimension of 

that main i n terms of how wide i t i s and how long i t i s , at 

least r i g h t now i n i t s advancement? 

A. At t h i s point we're looking at about 8000 feet of 

t o t a l advancement, and i t ' s approximately 1000 feet i n 

dimension across the main set. 

Off the main set we develop, as we see with the 

green li n e s that run north-south o f f of the e x i s t i n g east-

west main set, we develop what we c a l l gate roads. These 

are a system, three-entry system, of tunnels which provide 

access to the longwall mining equipment as i t works w i t h i n 

the longwall coal panel. The coal panel i s bounded by the 
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east mains on the n o r t h end and the two gate road 

development t h a t we see on the east and west. I t ' s l a b e l e d 

LW-101 and i s w i t h i n the cross-hatched r e g i o n t h a t we see 

t h e r e . 

Q. How long i s t h a t panel? 

A. That's approximately 10,000 f e e t i n l e n g t h and 

approximately 1000 f e e t i n width. 

Q. And what's the windowpane p a t t e r n w i t h the dates 

on i t i n t h a t coal panel, the smaller squares w i t h i n the 

long rectangle? 

A. That's — As we see, s t a r t i n g out w i t h the 

beginning and then succeeding towards the n o r t h , those are 

a l l the measured progress on the map of the l o n g w a l l on a 

monthly basis d u r i n g the course of the planned p r o d u c t i o n . 

Q. So what's the s i g n i f i c a n c e t o the mine of what 

we're r e f e r r i n g t o now as coal panels? 

A. Well, the coal panels are the primary source of 

c o a l t h a t f u e l s the generating s t a t i o n . I t ' s also the 

basis of the economics of the e n t i r e p l a n , because i t ' s 

i m p l i c i t i n the expectations about t h i s mine t h a t w e ' l l be 

able t o mine these panels i n the o r d e r l y succession t h a t ' s 

i n d i c a t e d by the map without disturbance t o the geometry, 

i n order t o s a f e l y and p r o d u c t i v e l y and e f f i c i e n t l y , c o s t -

e f f e c t i v e l y , produce the reserves t h a t are shown on t h i s 

lease area. 
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Q. And how long w i l l i t take you t o mine a l l t he 

panels shown on t h a t map, i s your estimate? 

A. Approximately t o the year 2017. 

Q. And are the l a b e l s you see, LW- w i t h a t h r e e -

d i g i t number a f t e r i t , i s t h a t the methodology f o r l a b e l i n g 

the v a r i ous d i f f e r e n t l ongwall panels? 

A. Yes, i t i s . The longwall panels are grouped i n t o 

d i s t r i c t s . The d i s t r i c t s are composed of a small number of 

l o n g w a l l panels. The 100 d i s t r i c t we see here, the 

t a i l g a t e of longwall 101 and the headgate of l o n g w a l l 103, 

l i k e w i s e from the headgate of lon g w a l l 201 t o the t a i l g a t e 

of — or excuse me, from the t a i l g a t e of 201 t o the 

headgate of lo n g w a l l 204, these d i s t r i c t s are separated by 

a b a r r i e r p i l l a r f o r the purposes of i s o l a t i n g the d i s t r i c t 

a f t e r only a small number of panels have been e x t r a c t e d , i n 

order t o minimize the r i s k of spontaneous combustion 

lead i n g t o f i r e and explosion t h a t could be attendant t o a 

spontaneous combustion event. 

Q. What's a headgate and a t a i l g a t e t h a t you've 

r e f e r r e d to? 

A. The headgate — The longwall mining system i s 

i n s t a l l e d between the headgates and t a i l g a t e s . I n t h i s 

case, the headgate i s the westernmost group of t h r e e 

e n t r i e s , the t a i l g a t e i s the easternmost group of t h r e e 

e n t r i e s i n panel longwall 101. And by convention, the 
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nomenclature suggests t h a t the t a i l g a t e i s the end — t h a t 

the c o a l flows from t a i l g a t e t o headgate across the 

l o n g w a l l mining system. And i n our p r a c t i c e we v e n t i l a t e 

from headgate t o t a i l g a t e , being the p r e v a i l i n g a i r 

d i r e c t i o n on the face. 

Q. Okay, l e t ' s take i t the next step and take a 

c l o s e r look a t the longwall apparatus and where the 

headgate and the t a i l g a t e i s . Could you replace t h e 

e x i s t i n g e x h i b i t w i t h a new one on the easel? That's the 

l o n g w a l l face cutaway, and t h a t ' s San Juan E x h i b i t 12. 

To begin w i t h — you've j u s t been t a l k i n g about 

the headgate and the t a i l g a t e — could you show the 

Secretary on t h a t map where the headgate and t a i l g a t e would 

be? 

A. Yes, the green e n t r y set t h a t we see here t o the 

west of l o n g w a l l 101 panel would be represented by t h i s 

e n t r y here. This i s only d e p i c t i n g one of the t h r e e 

e n t r i e s t h a t e x i s t — 

Q. And you're r e f e r r i n g t o the e n t r y marked on San 

Juan E x h i b i t 12 w i t h the words "Coal D i r e c t i o n " ? 

A. That's c o r r e c t . The t a i l g a t e would be the 

easternmost of the two gate roads i n d i c a t e d on the former 

f i g u r e . That would be a t the top of the f i g u r e l a b e l e d 

"Longwall Coal Face Cutaway". 

On t h i s f i g u r e , what we see i s the l o n g w a l l c o a l 
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block here shown i s 1000 f e e t i n w i d t h and 10,000 f e e t i n 

le n g t h . For our purposes i t ' s also 13 f e e t i n mining 

h e i g h t , which i s d i f f e r e n t than the a c t u a l thickness of the 

coal seam. The coal seam i n most cases i s t h i c k e r than the 

coal t h a t ' s e x t r a c t e d . 

Q. I n a minute w e ' l l show the video, but as s o r t of 

an i n t r o t o the video, because i t moves k i n d of f a s t , could 

you o r i e n t us t o the various p a r t s of the l o n g w a l l shown on 

San Juan E x h i b i t 12 t h a t w i l l be r e f e r r e d t o i n the video? 

A. Yes, what we see here i s s h i e l d s , or otherwise 

r e f e r r e d t o as roof supports. These are h y d r a u l i c a l l y 

powered u n i t s t h a t provide r o o f support d u r i n g the l o n g w a l l 

mining process and p r o t e c t the face personnel from the 

hazards of unstable immediate roo f and, t o some e x t e n t , the 

coal face. 

Those e x i s t i n a continuous row from the t a i l g a t e 

a l l the way through t o the headgate. There are 174 of 

these u n i t s side by side i n the case of San Juan Mine. 

Q. And so i n t h i s diagram i t ' s j u s t a cutaway t h a t ' s 

showing only a few sh i e l d s so you can see what's behind i t , 

the AFC? 

A. That's c o r r e c t . This f i g u r e i s — p u r e l y 

f a c i l i t a t e s a conceptual understanding but i n no way r e a l l y 

suggests the a c t u a l scale of the l o n g w a l l mining system. 

Underneath the r o o f supports i s the armored face 
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conveyor, labeled here as AFC. That's a machine t h a t 

serves several f u n c t i o n s . I t conveys the c o a l o f f of the 

l o n g w a l l face i n the d i r e c t i o n from t a i l g a t e t o headgate, 

and i t also i s an attachment p o i n t f o r the l o n g w a l l r o o f 

supports t o act as an anchorage i n t h e i r successive events 

d u r i n g l o n g w a l l mining. I t also i s the mechanism on which 

the shearing machine, which a c t u a l l y cuts the c o a l , r i d e s 

and derives i t s t r a c t i v e e f f o r t . 

The AFC i s powered by power u n i t s both a t the 

head end and the t a i l end, the t a i l end not being shown on 

t h i s f i g u r e . Perhaps 3300 i n s t a l l e d horsepower might be 

r e p r e s e n t a t i v e of the San Juan i n s t a l l a t i o n . 

The shearing machine successively t r a v e r s e s the 

face i n a r e p e t i t i v e fashion, cuts the coal out i n u n i t 

increments of the drum wi d t h . And as t h a t happens, once 

the coal i s cut away, the face conveyor i s pushed forward 

by h y d r a u l i c rams mounted on the r o o f supports. 

Then once a s e c t i o n of the face conveyor i s 

advanced, the longwall r o o f supports use t h a t same 

advancing ram c y l i n d e r t o p u l l themselves forward, thus 

l e a v i n g a v o i d space immediately behind the r o o f supports. 

And t y p i c a l l y i n t h a t v o i d space, the r o o f t h a t had been 

supported by the longwall r o o f supports caves i n an 

u n c o n t r o l l e d fashion i n t o the v o i d space l e f t from the 

e x t r a c t e d c o a l . 
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Q. And where i s t h a t v o i d space? 

A. That v o i d space i s the area behind and above the 

l o n g w a l l r o o f supports. 

Q. And what do you c a l l i t ? 

A. I t ' s t y p i c a l l y r e f e r r e d t o as gob or goaf. 

Q. G-o-b or g-o-a-f? 

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

The coal i s produced onto the l o n g w a l l face 

conveyor, changes d i r e c t i o n a t the l o n g w a l l head d r i v e and 

then goes through the stage loader and then i s discharged 

onto the s e c t i o n conveyor b e l t , the stage loader being the 

mechanism t h a t allows a moving i n t e r f a c e t o a s t a t i o n a r y 

conveyor b e l t . 

Q. I s t h i s schematic r e p r e s e n t a t i v e of the way the 

l o n g w a l l w i l l g e n e r a l l y work a t San Juan Mine? 

A. Yes, i t i s . 

Q. Have you brought a video t o show i n g r e a t e r 

d e t a i l how the San Juan longwall w i l l work? 

A. Yes, the video t h a t I've brought i s m a t e r i a l l y 

i d e n t i c a l t o the l o n g w a l l a t San Juan, w i t h only small 

d i f f e r e n c e s due t o equipment s p e c i f i c a t i o n s . 

MR. AUSHERMAN: I f we may, we'd l i k e t o show the 

video now. 

SECRETARY MILLS: Please proceed. 

Video soundtrack: "America's most valuable 
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energy resources are i n the form of c o a l . Today we are 

using c o a l i n record q u a n t i t i e s . We produce much of t h i s 

c o a l from underground mines. We are the Consol Coal Group, 

America's l a r g e s t producer of underground c o a l , and we are 

the most experienced user of the l o n g w a l l mining method. 

"What i s longwall mining? Longwall mining i s an 

advanced technology t h a t allows us t o remove l a r g e blocks 

of c o a l , sometimes more than two miles long and a thousand 

f e e t wide, i n a continuous process. We c a l l these blocks 

of c o a l 'panels'. 

"We determine the o r i e n t a t i o n of these l a r g e 

panels when we plan the coal mine. This planning takes 

i n t o c o n s i d e r a t i o n g e o l o g i c a l f a c t o r s such as the k i n d of 

rock t h a t l i e s over the c o a l . Also, we must consider coal 

q u a n t i t y , which may vary considerably over the e x t e n t of 

the mine. The i n i t i a l underground mine plan w i l l determine 

how the new mine w i l l develop and grow throughout i t s l i f e . 

"When i t ' s time t o begin mining, we use 

continuous mining equipment t o develop systems of tunnels 

or e n t r i e s t h a t d e f i n e the panel of coal we w i l l remove 

w i t h the l o n g w a l l mining system. We use these e n t r i e s f o r 

f r e s h - a i r v e n t i l a t i o n , coal t r a n s p o r t a t i o n and movement of 

people and equipment. 

"When a panel i s ready, we set up a rugged chain-

type, c a l l e d the face conveyor, along the coal face i n the 
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back of the panel. This may be a thousand f e e t long. On 

the face conveyor we i n s t a l l a powerful machine c a l l e d a 

shearer. Two r o t a t i n g c u t t i n g drums are powered by 

e l e c t r i c motors t h a t may draw a m i l l i o n watts of e l e c t r i c 

power. 

"Then we assemble a row of h y d r a u l i c r o o f 

supports, c a l l e d s h i e l d s , behind the conveyor and the 

shearer. Each shearer can support 500 t o 1000 tons. A 

l o n g w a l l panel may use 150 t o 250 of these h y d r a u l i c 

s h i e l d s . 

"Once the sh i e l d s are i n place, we can s t a r t the 

shearer. A system of water sprays minimizes coal dust as 

the shearer begins t o remove the coal a t a r a t e of as much 

as 50 tons a minute. That's enough coal i n one minute t o 

generate a l l the e l e c t r i c i t y used by an average household 

over 15 years. 

"The shearer w i l l remove a s t r i p of coal 30 t o 42 

inches wide from the e n t i r e l ongwall face. This coal f a l l s 

onto the face conveyor. This takes the coal t o a conveyor 

b e l t f o r t r a n s p o r t a t i o n t o the surface. 

" A f t e r the shearer passes by, we advance the 

roof - s u p p o r t s h i e l d s one a t a time. These s h i e l d s get 

t h e i r power from high-pressure h y d r a u l i c l i n e s , and we 

c o n t r o l them e l e c t r o n i c a l l y . Each s h i e l d relaxes i t s 

pressure on the room and p u l l s i t s e l f toward the face 
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conveyor. Then i t resets i t s e l f i n f i r m contact w i t h the 

r o o f . Now the next s h i e l d can release i t s pressure on the 

ro o f t o begin i t s advance. 

"Once each s h i e l d i s securely i n place i t pushes 

the face conveyor toward the coal face, a l l ready f o r the 

next pass of the shearer. As the s h i e l d s advance, the roo f 

breaks and f a l l s s a f e l y behind. 

" T y p i c a l l y , i t takes nine t o twelve months t o 

remove a l l the coal from a panel. When each panel i s 

completed, we must move the e n t i r e l o n g w a l l system piece by 

piece t o the rear of the next panel, which continuous 

mining machines already w i l l have carved out, and then we 

are ready t o mine the next panel of co a l . 

"Consol has been aggressive i n advancing l o n g w a l l 

mining technology. Today many Consol underground mines 

f e a t u r e l o n g w a l l mining systems w i t h i n t e g r a t e d advanced 

i n s t r u m e n t a t i o n , r o b o t i c c o n t r o l s and computerized 

automation t o improve t h e i r performance. 

"One example i s t h i s advanced l o n g w a l l system, 

the r e s u l t of 15 years of research and development. This 

new l o n g w a l l machinery represents a s i g n i f i c a n t advance of 

mining automation. The shearer l i t e r a l l y can l e a r n how t o 

mine coal by i m i t a t i n g the c a r e f u l moves of a s k i l l e d human 

operator. I t s advanced i n s t r u m e n t a t i o n allows i t t o avoid 

c u t t i n g i n t o rock above or below the c o a l . This both 
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improves coal q u a l i t y and reduces maintenance costs. 

Already t h i s system has proved i t s r e l i a b i l i t y as i t 

produces coal w i t h greater speed and s a f e t y . Many of t h i s 

system's innovations w i l l appear i n newer l o n g w a l l systems 

as Consol advances the technology of underground mining. 

"As demand f o r American coal continues t o grow, 

l o n g w a l l mining w i l l help Consol and other c o a l producers 

meet i t , s a f e l y and economically." 

Q. (By Mr. Ausherman) Thank you. As we were 

watching the lon g w a l l mine i n operation, a t one p o i n t i n 

the tape i t s a i d a height of 40-some inches. I guess — I s 

t h a t v a r i a b l e , depending upon which l o n g w a l l you use? 

A. Yes, i t i s . The depth of cut i s se l e c t e d , 

i n d i v i d u a l l y based considerations f o r each i n s t a l l a t i o n . 

Q. And a t the San Juan i n s t a l l a t i o n , how t a l l i s i t ? 

A. Well, we're p r e s e n t l y mining approximately 13 

f e e t h i g h , and the depth i s approximately one meter — 39 

inches. 

Q. Dr. Bessinger, i n the short time we have 

remaining before lunch, t o f u r t h e r o r i e n t us on e x a c t l y how 

the l o n g w a l l machine moves through the coal face, could you 

use San Juan E x h i b i t 15 and describe on t h a t e x h i b i t — 

i t ' s a l i t t l e d i f f e r e n t view than what we've j u s t seen — 

how i t moves through the coal face — or through the coal 

panel, r a t h e r ? 
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A. Just t o again look a t t h i s f i g u r e , we see the 

t a i l g a t e e n t r y set shown i n the blocks of green near the 

top of the f i g u r e , headgate e n t r y set near the blocks of 

green i n the lower p a r t of the f i g u r e , c o a l panel set up 

ahead of the row of red representations of l o n g w a l l r o o f 

supports, shearing machine depicted i n p u r p l e , and the area 

immediately behind the ro o f supports w i t h i n the bounds of 

the l o n g w a l l panel shown as gob, or the caved and collapsed 

area. 

The shearing machine w i l l p r o g r e s s i v e l y c u t 

s t r i p s o f f of the coal face, and as i t cuts a s t r i p the 

r o o f supports then move i n behind the shearing machine t o 

support the ro o f and span from t h e i r former p o s i t i o n t o the 

new c o a l face, and then you push the face conveyor across 

i n p r e p a r a t i o n f o r the next cut f o r the shearing machine i n 

the opposite d i r e c t i o n . 

This successive r e p e t i t i o n back and f o r t h 

progresses from the s t a r t of the panel t o the f i n i s h of the 

panel and i s the e s s e n t i a l sequence of mining operations 

w i t h i n the l o n g w a l l panel. 

Q. Dr. Bessinger, i n keeping w i t h our showing how 

the l o n g w a l l moves, could you take down the top two 

e x h i b i t s on the easel and now show us how the l o n g w a l l 

moves on the u n d e r l y i n g e x h i b i t , which i s the mine sequence 

map, E x h i b i t 10? 
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A. Yes, i f we look back again w i t h reference t o the 

lo n g w a l l panel 101, marked by the t a i l g a t e s t a r t i n g i n the 

f a r south, also i n s o l i d green, and headgate, we're 

p r e s e n t l y mining i n panel 101, progressing from south t o 

n o r t h i n t h a t panel. As we get t o the f a r n o r t h extreme of 

t h a t panel, we w i l l simultaneously be mining panel 101 and 

developing the e n t r y set f o r panel 102 immediately t o the 

west and s t a r t i n g the room f o r panel 102. 

When the longwall mining equipment gets t o the 

end of panel 101 i t w i l l be assembled and t r a n s f e r r e d down 

t o the s t a r t i n g room a t the f a r south end of the newly 

demarked l o n g w a l l 102. Likewise d u r i n g the mining of 

lo n g w a l l 102 from south t o n o r t h i n the l o n g w a l l panel, 

w e ' l l be simultaneously developing the headgate t o l o n g w a l l 

103 and the r e l a t e d s t a r t i n g room. 

The process w i l l repeat i t s e l f again when we've 

mined w i t h the longwall t o the n o r t h e x t r e m i t y of panel 102 

and reassemble i t i n the f a r south e x t r e m i t y of panel 103. 

At the same time t h a t mining i s t a k i n g place i n 103, 

development of the headgate and t a i l g a t e of l o n g w a l l 201 

w i l l be t a k i n g place, as w e l l as development of the 

s t a r t i n g room. 

We'll then move — Once the equipment and 

lo n g w a l l mining has progressed t o the n o r t h extreme of 

panel 103, w e ' l l move out of the 100 d i s t r i c t and i n t o the 
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200 d i s t r i c t , beginning a t the south end of l o n g w a l l 201, 

and then progress through the 200 d i s t r i c t i n l i k e f a s h i o n 

t o the way t h a t we progressed through the 100 d i s t r i c t , and 

s i m i l a r l y 300 d i s t r i c t , 400 d i s t r i c t , and so on. 

Q. The shaded areas shown by gray cross-hatching on 

t h a t map d e p i c t the coal leases; i s t h a t c o r r e c t ? 

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

Q. And why are there l o n g w a l l panels on only a 

p o r t i o n of the coal leases? 

A. Well, as the video mentioned, mine plans develop 

around the knowledge of coal deposit and the r o o f and f l o o r 

t h a t surrounds the coal deposit, and only areas t h a t are 

s u i t a b l e f o r l o n g w a l l mining have l o n g w a l l panels designed 

i n t o them. The areas where we have no lo n g w a l l panels 

i n d i c a t e d g e n e r a l l y are f o r the reason t h a t they're not 

expected t o be s u i t a b l e f o r longwall mining. 

Q. Could t h a t o r i e n t a t i o n s h i f t or change a l i t t l e 

b i t over the course of the 15 or so years of a d d i t i o n a l 

l i f e i n the mine plan? 

A. Well, there i s a p o s s i b i l i t y f o r small s h i f t s i n 

terms of whole d i s t r i c t s , but there i s n ' t much o p p o r t u n i t y 

f o r s h i f t i n g of i n d i v i d u a l longwall panels w i t h i n t he 

d i s t r i c t , because i t ' s an innate requirement t h a t l o n g w a l l 

panels w i l l share a common gate road. 

For example, i n the headgate, the westernmost set 
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of green e n t r i e s of longwall 101, when we've developed 

panel 102 and the headgate a t 102 e x i s t s , the l o n g w a l l 

mining equipment i s set up, the headgate of the former 

l o n g w a l l 101 w i l l become the t a i l g a t e of the present 

l o n g w a l l 102. And as a consequence, the r i g o r o u s 

succession of using a former headgate f o r a successive 

t a i l g a t e i s r e q u i r e d . 

I t ' s also fundamental t o the lo n g w a l l mining 

system t h a t once i n s t a l l e d i n a coal panel, t h a t i t can't 

change i t s w i d t h . The distance between the gate roads has 

t o m a i n t a in i t s e l f i d e n t i c a l t o w i t h i n the w i d t h of one 

s h i e l d throughout the length of the lo n g w a l l panel, so i t ' s 

not p o s s i b l e t o have d e v i a t i o n s where the l o n g w a l l panels 

get appreciably wider or narrower than the intended w i d t h . 

Q. Does t h i s aspect of the long w a l l apparatus make 

i t d i f f i c u l t t o move or deviate from the plan? 

A. I t i s extremely d i f f i c u l t t o devia t e from the 

pl a n , e s p e c i a l l y when the panels are grouped i n d i s t r i c t s 

as we have here, because once e s t a b l i s h e d , the r e l a t i v e 

dimensions of the d i s t r i c t s t i e i n w i t h the innate 

requirement f o r consecutive usage, and i t ' s extremely 

d i f f i c u l t t o modify a mining plan i n t h a t regard, once 

e s t a b l i s h e d . 

Q. You t a l k e d about continuous miners, which i s a 

smaller mining machine. Would i t be economic f o r San Juan 
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t o use continuous miners t o mine those coal panels? 

A. No, i t c e r t a i n l y would not. That was the basis 

f o r s e l e c t i n g longwall mining i n the f i r s t place and i s the 

r o o t m o t i v a t i o n f o r the development of lo n g w a l l mining as a 

p r a c t i c e i n the general i n d u s t r y . 

MR. AUSHERMAN: Mr. Secretary, we are a t a 

breaking p o i n t i n the subject of the testimony. I f you'd 

l i k e t o break f o r lunch, we could now. Or we could go 

forward. 

SECRETARY MILLS: I ' d l i k e t o break f o r lunch, 

and w e ' l l reconvene a t 1:30. 

MR. AUSHERMAN: Thank you. 

SECRETARY MILLS: We're i n recess. 

(Thereupon, noon recess was taken a t 12:00 noon.) 

(The f o l l o w i n g proceedings had a t 1:30 p.m.) 

SECRETARY MILLS: This hearing on San Juan Coal 

Company's appeal de novo t o the Secretary w i l l come t o 

order. 

Mr. Ausherman, please f e e l f r e e t o continue w i t h 

your d i r e c t examination of Dr. Bessinger. 

MR. AUSHERMAN: Thank you. 

Q. (By Mr. Ausherman) Dr. Bessinger, I ' d l i k e t o 

ask you some questions about the geology t h a t surrounds the 

coal t h a t San Juan mines, t h a t i s underground-mined. Are 

you g e n e r a l l y f a m i l i a r w i t h i t ? 
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A. I am. 

Q. Would you r e f e r t o the diagram on the easel, 

which i s San Juan E x h i b i t 16, and t e l l us f i r s t , i s t h a t t o 

scale, or i s t h a t j u s t a cartoon? 

A. No, t h a t i s not t o scale. Notably out of scale 

are the thicknesses of the segments and the s i z e of the 

d i s t u r b e d zones t h a t are i n d i c a t e d . 

Q. What does i t depict? 

A. Well, there are several t h i n g s depicted i n t h i s 

f i g u r e , notably the s t r a t i g r a p h i c sections above and below 

the coal seam. 

The region t h a t defines the top of our mining 

e x t r a c t i o n height i s c a l l e d the r o o f , and f o r an 

int e r m e d i a t e distance i n t o t h i s r o o f , perhaps up t o 20 or 

50 f e e t , i s the region t h a t most d i r e c t l y c o n t r o l s the 

s t a b i l i t y of the roof t h a t we a c t u a l l y have t o work under 

and maintain over long periods of time. 

I n a l i k e w i s e fashion, the f l o o r i s de f i n e d by 

the bottom l i m i t of our mining horizon, and the f l o o r or 

r o o f may e i t h e r one come i n contact w i t h c o a l or non-coal 

m a t e r i a l s . 

What we see here i s a s t r a t i g r a p h i c c r o s s - s e c t i o n 

t h a t ' s p r i n c i p a l l y composed of r e l a t i v e l y l o w - s t r e n g t h 

m a t e r i a l s , which c o n t r i b u t e s t o the general low i n t e g r i t y 

of the r o o f and f l o o r t h a t ' s encountered a t San Juan Mine. 
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On the right-hand side of the f i g u r e we see a 

t y p i c a l c r oss-section through the l o n g w a l l , r i g h t here, 

t h e r e are two l i n e s t h a t p r o j e c t up from t h e r e . You n o t i c e 

t h a t both of those l i n e s o r i g i n a t e a t the top of the rear 

of the r o o f support. 

The f i r s t l i n e , the s o l i d l i n e t h a t arcs upward 

i n t o the gob — remembering t h a t we d e f i n e the gob as t h a t 

area above and behind the roof supports where r u b b l e - i z e d 

m a t e r i a l has caved down — the region underneath t h a t black 

l i n e would probably be represented by caved m a t e r i a l 

r o t a t e d out of place and rubble - i z e d . 

There's a second l i n e t h e r e , shown dashed, t h a t 

would probably represent a region where s i g n i f i c a n t bed 

separation and d i s r u p t i o n has taken place, but not so much 

r o t a t i o n and r u b b l e - i z a t i o n . 

I f we look also above the coal seam, the Number 8 

coal seam t h a t ' s being mined, we see t h a t t h e r e are other 

c o a l seams i n d i c a t e d . The two smaller coal seams t h a t are 

i n d i c a t e d i n the immediate roof area are not mined, they're 

g e n e r a l l y caved i n t o the gob. And also the 9 seam, 

s i g n i f i c a n t l y above the other two, l i k e w i s e f a l l s i n the 

re g i o n t h a t we would consider gob, although not n e c e s s a r i l y 

d i s r u p t e d and r o t a t e d perhaps, j u s t f r a c t u r e d downward. 

Q. I s i t the Number 8 seam only t h a t you're mining? 

A. I t i s . 
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Q. And why i s that ? 

A. Because t h a t ' s the only one t h a t occurs i n 

thicknesses and w i t h q u a l i t y parameters t h a t are s u i t a b l e 

t o f u e l the generating s t a t i o n and be economic f o r 

underground mining methods. 

Q. I s the Number 8 coal seam p a r t i c u l a r l y s u i t a b l e 

t o l o n g w a l l mining i n comparison w i t h other c o a l seams 

you've encountered i n your career? 

A. I t i s , p r i m a r i l y because of i t s c o n t i n u i t y over a 

la r g e a r e a l extent and i t s u n i f o r m i t y i n thickness and 

q u a l i t y . 

Q. Does i t also present challenges? 

A. Well, i t does, and those challenges are p r i m a r i l y 

associated w i t h several f a c t o r s . One i s the weak 

composition of the immediate roof and f l o o r . Also the f a c t 

t h a t the coal seam i s prone t o a phenomenon c a l l e d 

spontaneous combustion or t o say t h a t i t has a s e l f - h e a t i n g 

p o t e n t i a l , which i s more pronounced i n other coal seams. 

We also have s i g n i f i c a n t — w i t h the mudstones, 

claystones t h a t we see i n the near-seam area, we also see 

s i g n i f i c a n t s u s c e p t i b i l i t y t o water-based d e t e r i o r a t i o n , 

and the inherent c h a r a c t e r i s t i c s f o r the d e p o s i t i o n of 

these m a t e r i a l s are such t h a t i t introduced planes of 

weakness c a l l e d s l i c k e n s i d e s , which have l i t t l e a b i l i t y t o 

r e s i s t t e n s i o n and s t r e s s . 
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Q. While we're on t h a t subject, t a l k i n g about the 

s l i c k e n s i d e s , have you brought w i t h you today an example of 

a rock from the roof of the coal mine t h a t demonstrates 

sl i c k e n s i d e s ? 

A. I have. 

Q. Could you hand one of those t o the Secretary and 

e x p l a i n what i t is? 

A. I can. What we have here i s a mudstone or 

claystone, as i t might be v a r i o u s l y described. These 

samples were c o l l e c t e d by John Mercier, a mine g e o l o g i s t 

who r e p o r t s t o me, wit h o u t any p a r t i c u l a r d i s p o s i t i o n t o — 

you know, they're j u s t random samples from a r o o f - f a l l area 

where the immediate roo f was exposed. 

What we see there are glassy-smooth surfaces. 

Those surfaces are the a c t u a l s l i c k e n s i d e s themselves. 

Y o u ' l l n o t i c e , t o o , t h a t those surfaces occur not only 

p a r a l l e l w i t h each other but also a t other angles so t h a t 

even on the scale of t h i s hand specimen, we can see t h a t 

t h e r e are m u l t i p l e planes of weakness t h a t are not o r i e n t e d 

i n any p a r t i c u l a r d i r e c t i o n t h a t allows us t o cope w i t h 

t h a t by design, by any engineering design. 

These s l i c k e n s i d e s were formed when t h i s m a t e r i a l 

was s t i l l moist, and as a r e s u l t of d i f f e r e n t i a l movement 

has created t h i s very polished surface. U n f o r t u n a t e l y , 

those i n t e r r u p t the n a t u r a l i n t e g r i t y of the rock, and so 
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when i t ' s stressed w i t h any s t r e t c h i n g - t y p e f o r c e s i t 

simply d i s i n t e g r a t e s . The i n t e g r i t y t o serve as a r o o f 

beam i s completely destroyed. 

That's f u r t h e r d e t e r i o r a t e d by exposure t o water 

i n a r e l a t i v e l y dramatic fashion, and t h a t would be e q u a l l y 

r e p r e s e n t a t i v e of the f l o o r m a t e r i a l s . 

Q. Have you prepared a simple demonstration today t o 

show the e f f e c t of water on t h a t m a t e r i a l from the roof? 

A. I have. I f you care t o s e l e c t one of those 

specimens, you can also v e r i f y t h a t — or s a t i s f y t h a t t h a t 

composition c o n s t i t u t e s a rock under our common 

understanding. [Places specimen i n a glass of water.] I 

t h i n k w e ' l l see t h a t very q u i c k l y t h a t w i l l s t a r t t o 

decompose, and i n the course of our discussion w e ' l l see 

t h a t t h a t should d i s i n t e g r a t e i n t o a cohesionless mass 

which obviously makes i t impossible t o deal w i t h from a 

r o o f - c o n t r o l perspective and, as an immediate f l o o r f o r the 

mining equipment, creates both s a f e t y and o p e r a t i o n a l 

problems. 

Q. Can a h y d r o f r a c t u r e i n j e c t water i n t o t h i s 

m a t e r i a l i n the roof? 

A. I t could, e i t h e r the h y d r o f r a c t u r i n g process or 

the operations of d r i l l i n g the v e r t i c a l w e l l could e i t h e r 

one create water exposure. 

Q. Let me back up. We've heard i n the record about 
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h y d r o f r a c t u r e s associated w i t h gas w e l l s . Can you t e l l us 

what i s a h y d r o f r a c t u r e and what i s the purpose of 

h y d r o f r a c t u r i n g a gas well? 

A. Well, a h y d r o f r a c t u r e i s a s t i m u l a t i o n treatment 

t h a t ' s intended t o increase the gas produc t i o n from a w e l l , 

and the way t h a t t h a t a c t u a l l y works i s t h a t p r e s s u r i z e d 

f l u i d i s exposed t o a c e r t a i n r e g i o n , c e r t a i n l e n g t h , 

w i t h i n the intended f r a c t u r e horizon of the w e l l b o r e . 

Based on l a r g e l y s t r u c t u r a l l y c o n t r o l l e d c o n s i d e r a t i o n s , 

then, t h a t pressure creates a f r a c t u r e which may e i t h e r be 

v e r t i c a l or h o r i z o n t a l and propagates away from the 

wellb o r e e i t h e r symmetrically or asymmetrically and creates 

new f r a c t u r e surface t h a t e f f e c t i v e l y augments the wellbore 

surface i n the region of i n t e r e s t , i n the we l l b o r e . 

Q. Could the hydrofractures themselves from the gas 

w e l l s create roof i n s t a b i l i t y a t San Juan's mine? 

A. Well, they could, p a r t i c u l a r l y those t h a t would 

occur w i t h h o r i z o n t a l propagation. When we t a l k about the 

two forms of propagation, a l l of the bedding a t San Juan i s 

ne a r l y h o r i z o n t a l , and d i f f e r e n t members i n near p r o x i m i t y 

t o the seam are t h i n l y laminated g e n e r a l l y weak members 

w i t h weak contacts a t bedding contact planes. 

The two forms of f r a c t u r e s t h a t could conceivably 

be encountered would be v e r t i c a l l y o r i e n t e d or near 

v e r t i c a l h y d r o f r a c t u r e s t h a t could p o t e n t i a l l y propagate 
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out away from the wellbore i n the plane of t h i s poster. 

Q. When you're r e f e r r i n g t o the poster, which i s 

E x h i b i t 16, I b e l i e v e , can you show us where on the poster 

a h o r i z o n t a l l y propagating hydrofrac i s roughly depicted? 

A. Well, there are h o r i z o n t a l l y propagating 

f r a c t u r e s depicted i n f r o n t of the shadow, the gray shadow 

of the roof-support cross-section on the l e f t - h a n d side of 

the f i g u r e near the red l i n e labeled "Well Casing". 

You can see r i g h t here, here and here are th r e e 

r e p r e s e n t a t i o n s , more a r t i s t ' s r e p r e s e n t a t i o n than 

engineering r e p r e s e n t a t i o n by v i r t u e of the f a c t t h a t t he 

si z e of the areas a f f e c t e d on the f i g u r e i s not t h i s small 

compared t o the a c t u a l s i z e t h a t would be expected i n 

r e a l i t y . 

The problem w i t h the h o r i z o n t a l l y propagating 

h y d r o f r a c t u r e s i s t h a t , as we saw, we have t h i s s l i c k e n s i d e 

member, and i f we i n j e c t a f o r e i g n m a t e r i a l of whatever 

s o r t i n t o t h a t — anywhere w i t h i n t h i s r e g i o n , i t i s going 

t o create a region of t e n s i l e stresses where t h a t ' s been 

i n j e c t e d , much l i k e the f l u i d i n a b l i s t e r . 

And the problem being t h a t since the r o o f and 

f l o o r m a t e r i a l s are p a r t i c u l a r l y s u s c e p t i b l e t o damage by 

te n s i o n and by v i r t u e of the f a c t t h a t they're p a r t i c u l a r l y 

s u s c e p t i b l e t o water damage — which I t h i n k even now we 

can see t h a t the specimen we've j u s t exposed i s s t a r t i n g t o 
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deteriorate — a f t e r any duration of time or even a modest 

amount of water contact we can see that a large area at 

some horizon at or near the seam could be affected and 

could deteriorate i n a fashion similar t o the process 

that's taking place i n f r o n t of us. 

Q. I s i t l i k e l y that that horizon which could 

deteriorate would include the roof of the underground mine? 

A. I t would most l i k e l y include the roof and the 

work f l o o r , because the water permeation i n the near area 

to the wellbore i s l i k e l y to extend over a larger area. So 

yes, there i s l i k e l y t o be damage i n the roof. 

And that's the most damaging concern, because the 

t r a n s i t i o n from s o l i d to loss of shear strength and 

u l t i m a t e l y a p l a s t i c behavior anywhere i n t h i s region makes 

roof control of the underlying materials almost impossible. 

Q. Why are horizontal fractures of the kind you 

would expect at San Juan Mine more damaging than v e r t i c a l 

fractures? 

A. Well, they're more damaging f o r two reasons. I n 

t h i s p a r t i c u l a r case, again, because of the slickensides 

t h a t occur, the horizontal fractures create t e n s i l e forces 

i n the near area t o the fracture which damages, 

s t r u c t u r a l l y damages, the rock. And also, i n the sense 

that the p o s s i b i l i t y of which fracture i s l i k e l y t o occur, 

under the conditions that e x i s t at San Juan i t seems l i k e l y 
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t h a t over a large f r a c t i o n of the reserve area we would see 

h o r i z o n t a l l y propagating f r a c t u r e s r a t h e r than v e r t i c a l 

f r a c t u r e s occur. 

So we have water degradation and s t r u c t u r a l 

d i s r u p t i o n i s two mechanisms, and the p r e d i s p o s i t i o n f o r 

the f r a c t u r e type t h a t would lead t o those mechanisms. 

Q. What i s i t about the San Juan Coal Seam Number 8 

t h a t causes i t t o be predisposed t o a h o r i z o n t a l f r a c 

r a t h e r than a v e r t i c a l frac? 

A. Well, both theory and experience have 

demonstrated t h a t a t shallower depths i n the absence of 

abnormal h o r i z o n t a l stresses i n the s t r a t a , we a c t u a l l y see 

bed separation or what's c a l l e d s t r a t i j a c k i n g as a 

phenomenon, r a t h e r than the v e r t i c a l l y o r i e n t e d f r a c t u r i n g . 

And as a general r u l e of thumb, we see a range from 800 t o 

1500 f e e t , being c o r r e l a t e d as the minimum depth t o create 

v e r t i c a l f r a c t u r e s . Anything below t h a t , which a vast 

m a j o r i t y of the mine reserves are below 1500 f e e t , r e s u l t s 

i n h o r i z o n t a l l y propagating f r a c t u r e s . 

Also, the h o r i z o n t a l l y propagating f r a c t u r e s , by 

v i r t u e of the way t h a t we encounter them w i t h the lo n g w a l l 

mining system, i s apt t o extend over a much l a r g e r r e g i o n 

of the complete longwall mining system than a v e r t i c a l l y 

o r i e n t e d f r a c . 

Just i n t u i t i v e l y , we can a l l recognize t h a t i f we 
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were t o encounter a f r a c t u r e t h a t was o r i e n t e d v e r t i c a l l y 

t o the edge of the e x h i b i t or o b l i q u e l y t o i t as we mine 

through i t , i t would represent a l i n e a r f e a t u r e t h a t 

t r a n s i t i o n e d across the longwall face, whereas the 

h o r i z o n t a l h y d r o f r a c t u r e i s apt t o encompass a l a r g e region 

of the face simultaneously and being enduring as the face 

passes through i t . 

That r a i s e s the p o s s i b i l i t y of l a r g e - s c a l e 

ground-control f a i l u r e and s i g n i f i c a n t l y increased hazards 

t o personnel and/or r i s k of damage or loss t o the 

equipment, not t o mention d i s r u p t i o n of p r o d u c t i o n and 

product q u a l i t y degradation i n t h a t p r i m a r i l y when we mine 

the coal seam we're looking a t supplying f u e l f o r the power 

p l a n t t h a t ' s p r i n c i p a l l y combustible, and i f we have a 

l a r g e - s c a l e ground-control f a i l u r e t h a t ' s going t o draw i n 

a l o t of incombustible m a t e r i a l s t h a t would act as a 

contaminant t o the f u e l . 

Q. Could t h i s roof i n s t a b i l i t y you're t a l k i n g about 

a c t u a l l y cave i n on the miner and cause i t t o — i t s 

progress t o stop completely? 

A. I t c e r t a i n l y can, and r o o f i n s t a b i l i t y of t h a t 

s o r t has been experienced f r e q u e n t l y by many operators 

under the d i f f e r e n t c o n d i t i o n s . 

Q. What's the range of consequences of having a r o o f 

f a l l on the longwall operation? 

STEVEN T. BRENNER, CCR 
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A. Well, the l e a s t consequence would be a very small 

l o c a l i z e d zone t h a t f e l l out t h a t p r i m a r i l y impacted 

p r o d u c t i v i t y t o a small extent and d i l u t e d product q u a l i t y . 

The g r e a t e r consequence would p o t e n t i a l l y r i s k l o s s of the 

e n t i r e face, permanent loss. 

Q. You've described e a r l i e r , on the r i g h t - h a n d s i d e , 

a d o t t e d l i n e d e f i n i n g Zone 2 and a s o l i d curved l i n e 

d e f i n i n g Zone 1, both of which h i t the l o n g w a l l where rock 

i n t he gob i s supposed t o cave. I f you were t o draw a 

s i m i l a r l i n e d e f i n i n g where the rock would cave i n the 

event of a r o o f f a l l onto the l o n g w a l l , where would i t be? 

A. Well, i f we were t o look a t the s o l i d l i n e t h a t 

we see p r e s e n t l y a r c i n g upward towards the gob from the 

back of the r o o f support and we move the o r i g i n of t h a t 

l i n e i n back of the roof support a t some p o i n t out or ahead 

of the coal face, thereby e f f e c t i v e l y b r i n g i n g the e n t i r e 

o p e r a t i n g l o n g w a l l cross-section i n t o what we've de f i n e d t o 

be the gob f o r conceptual purposes, t h a t ' s what — And then 

w i t h t h a t broken and detached debris s i t t i n g down on the 

ro o f supports, the l i k e l y consequence would be t h a t we 

would e i t h e r have the roof support t i p forward, since i t ' s 

depending i n i t s normal circumstances on having the n a t u r a l 

i n t e g r i t y of the roof t o span ahead of i t , or i t would 

a c t u a l l y be completely converged t o where i t changed i n 

he i g h t from — as i t ' s represented here, t o completely 
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crush down as f a r as mechanical l i m i t a t i o n s would all o w . 

Q. How many s h i e l d s are there on the San Juan 

l o n g w a l l miner? 

A. There would be 174. 

Q. Could t h i s f a i l u r e occur on a l l or any p o r t i o n of 

t h a t ? 

A. I t could. 

Q. Have you ever been involved i n a s i t u a t i o n , or 

aware of one, where a longwall miner was completely l o s t 

due t o a r o o f cave-in? 

A. Yes. 

Q. How much do those s h i e l d s weigh? 

A. Each roo f support weighs i n the neighborhood of 

25 tons. 

Q. And when the roof f a l l s , they j u s t can't get them 

out? 

A. No, the hazards associated w i t h t r y i n g t o work i n 

t h a t c o n d i t i o n can be so adverse t h a t — and the equipment 

can be damaged as a consequence of the event — t h a t a 

combination of those f a c t o r s leads responsible operators t o 

simply abandon the equipment. 

Q. What's the p r i c e range f o r one of those l o n g w a l l 

mining systems l i k e you use a t San Juan Mine? 

A. We would probably expect t h a t t o be i n the $40 t o 

$60 m i l l i o n range. 
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Q. Let me go back and t a l k a l i t t l e b i t more about 

h y d r o f r a c t u r e s . On t h i s diagram we have the red w e l l b o r e 

and the red-shaded h o r i z o n t a l l y propagating f r a c s . 

The i n f i l l A p p l i c a t i o n requests two d i f f e r e n t 

kinds of w e l l s : new w e l l s t h a t would be f r a e ' d i n the c o a l , 

and also e x i s t i n g w e l l s t h a t are f r a e ' d when they're 

recompleted i n the c o a l . 

I s t h e r e an appreciable d i f f e r e n c e between the 

two types i n the r i s k they pose f o r unstable r o o f 

c o n d i t i o n s a t the mine? 

A. No, I don't r e a l l y t h i n k t h e r e would be, and I 

t h i n k we can l o g i c a l l y conclude t h a t from the f a c t t h a t the 

only t h i n g t h a t r e a l l y i s d i f f e r e n t t h e r e i s the age of the 

w e l l b o r e . Both the completion treatment and h y d r o f r a c t u r e s 

would be new and would be equally damaging. 

Q. Does the r i s k t o San Juan Underground Mine from 

the f r a c i n the coalbed methane w e l l s increase as more 

w e l l s i n the mine are frae'd? 

A. Well, i t c e r t a i n l y does, because the r i s k 

associated w i t h d e a l i n g w i t h any one event l i k e t h i s i s 

f a i r l y s i g n i f i c a n t . The r i s k i s m u l t i p l i e d by the number 

of i n c i d e n t s t h a t have t o be d e a l t w i t h . 

And i t i s also possible t h a t t h e r e could be a 

s p a c i n g - i n t e r r e l a t e d c o n s i d e r a t i o n t h e r e t h a t could also 

exacerbate having m u l t i p l e events. 
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Mining w i t h the longwall i s one of the s a f e s t 

underground mining methods. However, having t o move the 

l o n g w a l l or deal w i t h the longwall i n a c o n d i t i o n where 

there's been a large-scale ground-control f a i l u r e i s one of 

the most hazardous types of mining work t h a t we would 

t o l e r a t e as a c o r p o r a t i o n . 

Q. Would seven or e i g h t recompleted or new i n f i l l 

w e l l s t h a t are f r a e ' d i n San Juan's mining d i s t r i c t pose 

s i g n i f i c a n t r i s k of r o o f i n s t a b i l i t y a t San Juan Mine? 

A. I t h i n k they would, yes, both f o r the reason of 

d e s t a b i l i z i n g the s l i c k e n s i d e d mudstones, already weakened 

i t s p r o p e r t i e s w i t h o u t the s l i c k e n s i d e s , and also the 

p o t e n t i a l impacts of water. 

Q. Could they also pose s i m i l a r i n s t a b i l i t y problems 

f o r the mine f l o o r ? 

A. They would, yes. I n f a c t , the mine f l o o r can 

even lead t o i n s t a b i l i t y problems i n the r o o f and the r i b 

s i d e , because mining a t the 13-foot h e i g h t , as water 

damages the f l o o r , i f we could imagine no s u p p o r t i n g 

foundation under the w a l l s t h a t we have here, i t allows 

them t o r o l l out and creates an appreciable hazard, and 

a l s o , because the supporting p i l l a r s provide support f o r 

the o v e r l y i n g s t r a t a , i f we see a breakdown i n the f l o o r , 

then i t ' s only able t o generate r e a c t i o n s t h a t support the 

r o o f . So there's a c i r c u l a r consequence. 
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Q. You've t a l k e d about the sa f e t y problems posed by 

unstable r o o f and f l o o r c o n d i t i o n s . I f the l o n g w a l l miner 

became stuck, as opposed t o a f a i l u r e i n the f l o o r or the 

r o o f , would i t make i t more d i f f i c u l t t o meet coal d e l i v e r y 

o b l i g a t i o n s t o the power plant? 

A. I t c e r t a i n l y would. The e n t i r e mine p l a n and 

prod u c t i o n schedule i s predicated on the concept of uniform 

progress c o n s i s t e n t w i t h the plan t h a t ' s been l a i d out. 

Any d e v i a t i o n s from t h a t would d e f i n i t e l y impact the f u e l 

supply. 

Q. Just take a look a t the piece of rock t h a t you 

placed i n the water about — oh, h a l f an hour or 2 0 minutes 

ago. What's i t s c o n d i t i o n now, as compared t o when you 

placed i t i n the water? 

A. Well, i t would appear t h a t i t has been 

s i g n i f i c a n t l y attacked by the water and a l l of the exposed 

surface has now s t a r t e d t o decompose and i s sloughed o f f 

i n t o the water and t h a t the process appears t o be 

c o n t i n u i n g as the water i n f i l t r a t e s the m a t e r i a l . 

Q. I s t h a t decomposition r e p r e s e n t a t i v e of what you 

might experience, a t l e a s t t o some degree, w i t h a 

hydr o f r a c t u r e ? 

A. Yes, I t h i n k any source of water would create 

t h a t problem. I n f a c t , we experience t h a t now w i t h water 

t h a t we i n a d v e r t e n t l y discharge onto the f l o o r m a t e r i a l s . 
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Q. Before we leave the subject of h y d r o f r a c t u r i n g , 

I ' d l i k e t o show you Richardson E x h i b i t C-28, which was 

submitted a t the Commission l e v e l . I t i s an a r t i c l e by 

W i l l i a m Diamond e n t i t l e d "Underground Observation of Mined-

Through S t i m u l a t i o n Treatments of Coalbeds". This would be 

i n the Richardson e x h i b i t book, and i t ' s marked. 

Are you f a m i l i a r w i t h t h a t a r t i c l e ? 

A. I am. 

Q. Have you reviewed i t ? 

A. I have. 

Q. Does i t g e n e r a l l y t a l k about mining through 

c e r t a i n areas t h a t have been h y d r a u l i c a l l y frae'd? 

A. I t does. I t speaks t o a number of d i f f e r e n t 

s t i m u l a t i o n treatments t h a t were monitored, government-

sponsored treatments, and those treatments occur i n a 

v a r i e t y of mining d i s t r i c t s throughout the United States 

and occur a t various depths and i n v o l v e various 

s t r a t i g r a p h i c sections as they occur i n the d i f f e r e n t 

r egions. 

Q. Now, t h a t a r t i c l e i n d i c a t e s t h a t , a t l e a s t i n 

some kinds of deep mines, mining companies have been able 

t o mine through f r a c t u r e d areas, does i t not? 

A. I t does. 

Q. Are there d i f f e r e n c e s between the mines i n the 

a r t i c l e where t h a t has occurred and the San Juan Mine? 
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A. Yes, there are. I n f a c t , t h e r e are d i f f e r e n c e s 

w i t h i n t he a r t i c l e . 

Again, as we spoke before, the p o s s i b i l i t y of two 

types of hy d r o f r a c t u r e s — the v e r t i c a l l y propagating and 

the h o r i z o n t a l l y propagating f r a c t u r e s — those are 

segregated w i t h i n the a r t i c l e , and the observation i s made 

t h a t t he h o r i z o n t a l l y propagating f r a c t u r e s t h a t they have 

made note of occurred below 800 f e e t of depth. 

And what we see i s t h a t the v e r t i c a l — 

Q. When you say below 800 f e e t , you mean more 

shallow than 800 feet? 

A. I n less than 800 f e e t of overburden cover a t the 

f r a c t u r e horizon or i n the mining horizon. 

We see the r e s u l t s of the two outcomes, e i t h e r 

v e r t i c a l l y propagating or h o r i z o n t a l l y propagating 

h y d r o f r a c t u r e s . The v e r t i c a l l y propagating h y d r o f r a c t u r e s 

are not as damaging as the h o r i z o n t a l l y propagating 

f r a c t u r e s , and t h a t ' s c o n s i s t e n t w i t h my past experience. 

The d i f f e r e n c e t h a t we have a t San Juan t h a t we 

could extend the i n f o r m a t i o n i n t h i s a r t i c l e t o be 

co n s i s t e n t w i t h i s t h a t much of the underground mining area 

a t San Juan f a l l s below the 800 f e e t t h a t they have 

suggested here, and others suggest as high as 1500 f e e t . 

So we could reasonably expect the h o r i z o n t a l l y propagating 

f r a c t u r e s and the attendant consequences on s t r u c t u r a l 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

118 

s t a b i l i t y of the rock mass and the degradation p o t e n t i a l as 

i t ' s exposed t o water. 

Q. Does the company's a b i l i t y t o mine through a 

v e r t i c a l f r a c as represented i n t h a t diagram suggest t h a t 

San Juan could mine through a h o r i z o n t a l f r a c , as you have 

described, w i t h o u t the attendant r o o f i n s t a b i l i t y problems? 

A. No, those are a c t u a l l y q u i t e d i f f e r e n t phenomena. 

The encounterance of the v e r t i c a l f r a c i s t y p i c a l l y one 

where whatever mining system used would only have a l i m i t e d 

exposure t o the f r a c as i t moved across the a r e a l extent of 

i t . The f r a c t u r e would i n t e r s e c t the mining system a t some 

oblique angle, and there would only be a small element of 

the mining system exposed t o the f r a c t u r e a t any given 

time, and the p o s i t i o n of t h a t f r a c t u r e would move r e l a t i v e 

t o the frame of reference of the mining system. 

Whereas a h o r i z o n t a l l y propagating f r a c t u r e would 

i n t e r s e c t a much l a r g e r area of the mining system 

simultaneously, w i t h worse e f f e c t s on ro o f s t a b i l i t y , 

p a r t i c u l a r l y , as a r e s u l t of the t e n s i l e stresses developed 

and the s t r u c t u r a l breakdown t h a t comes companion w i t h the 

s l i c k e n s i d e s , and the p o s s i b i l i t y would e x i s t t h a t you 

could create a large-scale ground f a i l u r e a r i s i n g from 

t h a t . 

Q. Do you t h i n k t h a t the Diamond a r t i c l e supports 

any conclusions t h a t f r a c t u r e s i n the coal seam a t the San 
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Juan Mine do not present a problem? 

A. No, I don't r e a l l y b e l i e v e t h a t i t does. I t h i n k 

the Diamond paper i s l a r g e l y c o n s i s t e n t w i t h our a n a l y s i s . 

I t would j u s t be easy f o r an u n f a m i l i a r reader t o assume 

t h a t the f r a c t u r e s t h a t the Diamond paper r e p o r t s as having 

l i t t l e s i g n i f i c a n c e being the v e r t i c a l l y propagating 

f r a c t u r e s would be the type t h a t we might encounter, and 

t h a t i s the p a r t t h a t requires a d d i t i o n a l i n s i g h t t o 

r e a l i z e the d i f f e r e n c e i n consequence between those two. 

Q. One other t h i n g j u s t on t h i s question of water 

and the h y d r o f r a c ' i n g process, you've t a l k e d about the 

problems created. Does the water sprayed on the shearer, 

as depicted i n the video, create the same s a f e t y r i s k s t h a t 

the water i n j e c t e d by hydrofractures might create? 

A. Not t o the same extent, f o r two reasons. One, 

the water t h a t ' s produced on the shearing machine t y p i c a l l y 

does not get exposed t o the roof m a t e r i a l s i n the 

i n t e r m e d i a t e r o o f . Two, we t r y and minimize the amount of 

water t h a t ' s supplied, and most of t h a t water a c t u a l l y gets 

captured as r e s i d u a l surface moisture on the product coal 

so t h a t we don't a c t u a l l y generate larg e amounts of pooled 

water on the f l o o r , and there's v i r t u a l l y no mechanism f o r 

water t o be exposed t o the r o o f . 

Q. Let me ask you some questions about the e f f e c t s 

of w e l l s on the longwall system. I f you could r e f e r t o San 
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Juan E x h i b i t 62, I ' l l ask you some questions about i t . Do 

you recognize t h a t diagram? 

A. I do. 

Q. What i s i t ? 

A. This diagram i s a conceptual r e p r e s e n t a t i o n of a 

lo n g w a l l mining system i n s t a l l e d t o mine a panel of c o a l . 

At the top of the f i g u r e again, we see the headgate — or 

the t a i l g a t e , I stand corrected. Lower i n the f i g u r e we 

see the headgate, e n t r y set, the roof supports t h a t we saw 

i n a previous f i g u r e , the shearing machine, the d i r e c t i o n 

the c o a l flows on out here and up t h i s way. 

I n t h i s p a r t i c u l a r case we see t h a t the coal seam 

i s d i s t u r b e d by wellbores, and the appearance i s t h a t the 

wellbores d i s t u r b some a r e a l extent a t the coal-seam 

ho r i z o n around here. Again, the f i g u r e i s also not t o 

scale. 

Q. I f you were t o assume t h a t those wellbores 

depicted on t h a t diagram as blue l i n e s w i t h white s p i d e r ­

l i k e f r a c t u r e marks, and the longwall miner approaches the 

f i r s t a c t i v e coalbed methane w e l l depicted t h e r e t h a t ' s 

f r a c t u r e d i n the c o a l , could the lon g w a l l miner j u s t mine 

through t h a t a c t i v e well? 

A. Well, no, i t couldn't. There are several reasons 

why i t couldn't. 

F i r s t , under r e g u l a t i o n s enforced through MSHA 
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we're r e q u i r e d t o stop and leave a b a r r i e r around w e l l s 

t h a t are a c t i v e . I n the event t h a t the w e l l had been 

plugged and abandoned i n accordance w i t h MSHA g u i d e l i n e s , 

we do have a p e t i t i o n w i t h MSHA t h a t would a l l o w us t o mine 

through a s u i t a b l y plugged and abandoned w e l l . 

However, even i n doing so, had t h a t w e l l been 

h y d r o f r a c t u r e d , p a r t i c u l a r l y w i t h a h o r i z o n t a l l y 

propagating f r a c t u r e , i f f o r the moment we assume t h a t the 

equipment i s not t o scale but the r e l a t i v e scale here would 

be 1000 f e e t across, then the a r e a l extent as i n d i c a t e d by 

the maximum dimension of the s p i d e r - l i k e cracks could 

d e f i n e the radius of in f l u e n c e of t h a t h o r i z o n t a l l y 

propagating f r a c , which means t h a t perhaps 200 f e e t of the 

lo n g w a l l face could be impacted as i t t r a n s i t i o n s through 

t h e r e . And i t ' s f a i r l y w e l l known t h a t even as l i t t l e as 

50 f e e t of di s t u r b e d area i s s u f f i c i e n t t o create a l a r g e -

scale breakdown i n ground c o n t r o l . Having done t h a t , i t ' s 

also not uncommon f o r t h a t breakdown, then, t o propagate 

away from i t s o r i g i n a l s i t e . 

Q. So there are r e a l l y two problems when you come t o 

a wel l b o r e . One i s the bore i t s e l f , and the other i s the 

f r a c t u r e ? 

A. I t i s , yes. 

Q. Now — 

A. And the w e l l b o r e - a f f e c t e d zone. 
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Q. — how do you get r i d of the problem of the 

wel l b o r e i t s e l f ? 

A. Well, you can't e n t i r e l y get r i d of the problem 

of the wellbore i t s e l f , because surrounding the wel l b o r e 

j u s t from the process of d r i l l i n g i s an a f f e c t e d zone, 

smaller than the a f f e c t e d zone from h y d r o f r a c t u r i n g or 

other s t i m u l a t i n g treatments but nonetheless s t i l l present. 

So the most t h a t you can hope f o r i n terms of 

mining through a s u i t a b l y plugged and abandoned w e l l i s t o 

take care of the wellbore i t s e l f and any casing, and then 

you have t o be prepared t o t r a n s i t through, mine through 

the e i t h e r immediate zone around the wellbore t h a t ' s 

d i s t u r b e d or any zone t h a t ' s d i s t u r b e d by any s t i m u l a t i o n 

treatment. 

Q. So i f you plug and abandon the w e l l , you could 

mine through the w e l l as a r e g u l a t o r y matter; i s t h a t 

c o r r e c t ? 

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

Q. Does plugging and abandoning i n the w e l l solve 

the f r a c t u r e s t h a t have been l e f t behind? 

A. No, i t doesn't. That remnant of damage i s 

permanent, i n f a c t , probably increases w i t h the d u r a t i o n of 

time t h a t i t stays t h e r e . 

Q. I t a l k e d a l i t t l e b i t i n opening about San Juan 

Coal's o p e r a t i o n a l a l t e r n a t i v e s as a lo n g w a l l advances 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

123 

toward a CBM w e l l i n the coal seam. What are i t s two 

a l t e r n a t i v e s ? 

A. Well, b a s i c a l l y the two a l t e r n a t i v e s are, i n the 

event t h a t we do not have the wellbores plugged and 

abandoned c o n s i s t e n t w i t h the e n t r y g u i d e l i n e s , i t ' s 

necessary f o r us t o stop before we encounter t h e w e l l b o r e 

a t a distance s p e c i f i e d by the r e g u l a t i o n s . A l t e r n a t i v e l y , 

i f we have plugged and abandoned the wellbore adequately, 

we're able t o mine through i t . 

Now, i f we d i d have t o stop, obviously t h a t means 

we then have t o r e - e s t a b l i s h ourselves somewhere. And 

provided t h a t there's a s u f f i c i e n t distance of coal ahead 

of the wel l b o r e , because the b a r r i e r r e g i o n e x i s t s on 

e i t h e r side of the wellbore w i t h respect t o the 

l o n g i t u d i n a l d i r e c t i o n of the longwall panel, we would have 

t o go i n , d r i v e another s t a r t i n g e n t r y — f o r conceptual 

purposes l e t ' s assume i t s t a r t s a t the area i d e n t i f i e d as 

"Stage Loader", and come across the panel a t r i g h t angles. 

We would develop a new s t a r t i n g e n t r y set and have t o move 

the l o n g w a l l completely around t o t h a t new s t a r t i n g e n t r y 

se t before we could s t a r t mining. 

However, i f the spacing between w e l l s i s such 

t h a t t h e r e i s n ' t a s u f f i c i e n t l y a t t r a c t i v e zone of coal 

before we would have t o stop and move again, then we'd j u s t 

be i n c l i n e d t o e i t h e r move completely around t h a t area of 
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c l o s e l y spaced w e l l s or p o t e n t i a l l y abandon the e n t i r e 

panel. 

Q. Are you d e s c r i b i n g the bypass a l t e r n a t i v e ? 

A. This would be the bypass a l t e r n a t i v e , yes. We 

would e f f e c t i v e l y have two choices: the s o - c a l l e d buyout or 

bypass a l t e r n a t i v e s , buyout implying t h a t we were able t o 

s u i t a b l y p l u g and abandon the wellbore. 

Q. Reach some agreement, whatever form — 

A. Uh-huh, c o r r e c t . 

Q. — t o enable you t o do th a t ? 

A. Right. An a b i l i t y t h a t we don't have a t the 

present time. 

Q. Could you t u r n back t o your e x h i b i t notebook, and 

i n the white notebook here of San Juan e x h i b i t s , t u r n t o 

San Juan E x h i b i t 64? Did you prepare t h i s chart? 

A. I d i d . 

Q. What does i t depict? 

A. Well, t h i s e f f e c t i v e l y describes the advantages 

and challenges associated w i t h the s o - c a l l e d buyout or 

bypass a l t e r n a t i v e s . 

Q. Which a l t e r n a t i v e i s p r e f e r a b l e , of buyout and 

bypass? 

A. Well, i t ' s c e r t a i n l y p r e f e r a b l e t o achieve an 

arrangement t h a t allows w e l l s t o be s u i t a b l y plugged and 

abandoned, and we've i d e n t i f i e d t h a t as buyout. 
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Q. And can you describe the advantages and the 

challenges i n t h a t approach? 

A. Well, the advantage i s t h a t we're able t o 

continue t o mine the panels i n the s e q u e n t i a l f a s h i o n 

t h a t ' s necessary f o r the longwall t o be safe and e f f i c i e n t , 

and we don't waste any of the coal resource, a l b e i t i f we 

encounter a w e l l we do s t i l l have t o n e g o t i a t e the 

d i f f i c u l t i e s provided by the wellbore and the s t i m u l a t i o n 

f r a c t u r e a f f e c t e d zone. But we don't lose the time and 

money associated w i t h moving around the w e l l and don't lose 

the resource. 

The challenge associated w i t h t h a t , of course, 

has been t o date t h a t we've been unable t o reach mutually 

agreeable terms w i t h the operators who have CBM w e l l s i n 

our mine area. 

Of course, we would have the costs of plugging 

and abandonment, the problem t h a t we've been di s c u s s i n g of 

the r e s i d u a l e f f e c t s of f r a c t u r e s and water degradation and 

of course the f a c t t h a t more w e l l s enhances the — makes 

more d i f f i c u l t the problem t h a t confronts us, both i n terms 

of s a f e t y and cost. 

The s a f e t y consequence, again, anytime we have t o 

move the l o n g w a l l equipment, we're d e a l i n g w i t h very l a r g e 

pieces of equipment, l o t s of manual labor and a very high 

h i s t o r i c a l incidence r a t e across the i n d u s t r y of serious 
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and d i s a b l i n g i n j u r i e s t h a t occur d u r i n g t h i s type of 

a c t i v i t y . 

Q. To c o n t r a s t f o r us the s i t u a t i o n w i t h the bypass, 

are t h e r e any r e a l advantages t o a bypass? 

A. Well, no, there r e a l l y aren't any s i g n i f i c a n t 

advantages. I mean, the only t h i n g t h a t we can say about 

bypass i s t h a t i t ' s the only a l t e r n a t i v e t h a t ' s a v a i l a b l e 

t o us p r e s e n t l y , and i t ' s the only way t h a t we can comply 

w i t h the MSHA r e g u l a t i o n s when we encounter a w e l l t h a t we 

can't s u i t a b l y plug and abandon. 

Q. What are the problems associated w i t h bypass? 

A. Well, of course, as we can see j u s t c o n c e ptually 

l o o k i n g a t t h i s plan, we bypass a great deal of c o a l , we 

have t o move the l o n g w a l l , which e n t a i l s considerable 

expense, considerable l o s t time. We estimate a 30-day 

outage of production t o move the lon g w a l l around a w e l l 

s i t e , and we have the s a f e t y exposures t h a t we've spoken of 

as w e l l . 

Q. Has San Juan had any discussions w i t h MSHA 

personnel about the b a r r i e r sizes t o be l e f t around w e l l s 

t h a t need t o be bypassed? 

A. There has been discussion, and there's been a 

d i f f e r e n c e of opinion i n the i n t e r p r e t a t i o n of the MSHA 

r e g u l a t i o n s associated w i t h t h a t . We have had two 

i n t e r p r e t a t i o n s , one t h a t suggested t h a t a 600-foot-
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diameter b a r r i e r would have t o be l e f t a t the nearest 

approach t o any w e l l , and the other suggested a 300-foot 

b a r r i e r , diameter, t h a t would have t o be l e f t around any 

w e l l . 

Q. Could you t u r n t o E x h i b i t 13 i n the San Juan 

E x h i b i t book? 

A. I might also mention t h a t — 

Q. You may s t i l l have t h a t . I f not, I ' l l get you a 

copy. 

A. I n e i t h e r event, as we approach the w e l l b o r e , 

whether we leave i t or mine through i t the consequence i s 

the same t o the gas operator who completes i n the F r u i t l a n d 

Coal, because the r e s u l t of t h a t near approach i s t h a t 

there's l i t t l e or no r e s i d u a l gas a v a i l a b l e t o be produced 

from t h a t w e l l . 

Q. Would you r e f e r t o San Juan E x h i b i t 13, e n t i t l e d 

"Estimates of Bypassed Coal"? Do you recognize t h a t ? 

A. I do. 

Q. What i s the top of t h a t d e p i c t i o n shown, the top 

h a l f of San Juan E x h i b i t 13? 

A. Well, the uppermost f i g u r e i n t h a t e x h i b i t shows 

a block of coal 1000 f e e t wide, which c o r r e l a t e s t o our 

face l e n g t h ; 600 f e e t long, which would c o r r e l a t e w i t h the 

conservative estimate of the bypassed c o a l ; and 13 f e e t 

t h i c k , which i s c o n s i s t e n t w i t h our c u r r e n t mining h e i g h t . 
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What we see there i s an e s t i m a t i o n of the tonnage 

of c o a l t h a t ' s involved i n t h a t block t h a t we had t o bypass 

and an e s t i m a t i o n of the time and impact on r o y a l t i e s t h a t 

are a consequence of t h a t . 

Q. Would you look a t the — And of course, t h a t ' s 

based on 600 f e e t i n depth; i s t h a t c o r r e c t ? 

A. Six hundred f o o t i s a conservative estimate, yes. 

Q. And i f i t were 300 f e e t , i t would be h a l f of 

800,000 i n l o s t r o y a l t y ; i s t h a t c o r r e c t ? 

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

Q. Look a t the bottom p a r t of E x h i b i t 13 on 

"Bypassed Coal Panels" and describe why the number f o r l o s t 

r o y a l t y , i f you have t o bypass an e n t i r e coal panel, i s so 

h i g h . 

A. Well, on the l e f t - h a n d f i g u r e t h e r e we see two 

w e l l s t h a t would appear t o be i n the gate roads t h a t bound 

the l o n g w a l l panel. The problem w i t h t h a t i s t h a t i f we 

cannot d r i v e the gate roads on the spacing and sequence 

t h a t we've defined f o r the mining d i s t r i c t s , i t ' s 

impossible f o r us t o d e l i n e a t e the boundaries of the 

l o n g w a l l panel and operate the longwall mining system. 

On the a l t e r n a t i v e f i g u r e , t o the r i g h t a t the 

bottom of the page, we see a r e p r e s e n t a t i o n of t h r e e w e l l s 

t h a t would be c e n t r a l l y located i n a panel, but a t a 

spacing t h a t leaves no o p p o r t u n i t y t o move around a s i n g l e 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

129 

w e l l , mine a reasonable amount of coal and then move around 

the next w e l l . That's an example of the scenario I 

i l l u s t r a t e d e a r l i e r where we have t o mine around the w e l l s 

as a — or move around the w e l l s as a group, and t h a t could 

lead t o the abandonment of a complete panel. 

Q. I n a d d i t i o n t o the l o s t coal shown on San Juan 

E x h i b i t 13, how long does i t take t o disassemble and move 

and reassemble a longwall? 

A. Well, we would expect a t l e a s t 3 0 days outage, 

p r o d u c t i o n outage, t o do t h a t . 

Q. Would t h a t r e s u l t i n d i f f i c u l t i e s i n m a i n t a i n i n g 

the scheduled supply of coal t o the generating s t a t i o n ? 

A. Well, there's no doubt t h a t would have a 

s i g n i f i c a n t impact i n our d e l i v e r y schedule. 

Q. Now, l e t me ask you some questions concerning the 

bypass of s p e c i f i c wellbores i n San Juan's coal panels. 

Let me show you San Juan E x h i b i t Number 66. Do you 

recognize t h a t ? 

A. I do. 

Q. I s t h a t a work i n progress? 

A. Yes, i t i s . 

Q. That's something t h a t the company has completed? 

A. No, t h a t represents our c u r r e n t e f f o r t s t o — 

I t ' s r e a l l y a s t i l l frame i n an ongoing, continuous process 

t o evaluate the impacts t h a t we would s u f f e r by having t o 
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use the bypass a l t e r n a t i v e , and we have only p a r t i a l l y 

c h a r a c t e r i z e d the impact i n t h a t f i g u r e , so i t ' s n e i t h e r 

complete nor t o scale. 

Q. Can you show us what i t de p i c t s w i t h the red 

shading and the l i k e ? 

A. Yes, what we see here i s a s i m i l a r mine plan t h a t 

we've reviewed p r e v i o u s l y — Panel 101 i s demarked now w i t h 

blue instead of green o u t l i n e s — Panel 102 and 103 

immediately adjacent t o i t , and t h a t d e c l i n i n g 100 

d i s t r i c t . 

What we see i s — the other symbols t h a t we see 

— f o r example, the green dot, the red diamond and the red 

f l a g , black f l a g , the purple square, as i d e n t i f i e d i n the 

key a t the margin of the drawing, a l l represent e i t h e r 

proposed or e x i s t i n g w e l l s , o i l and gas w e l l s , which are 

e i t h e r completed i n the F r u i t l a n d Coal or penetrate the 

coal w i t h completion i n d i f f e r e n t horizons. 

The f i g u r e t h a t we see as an example a t the top 

of t h i s panel 605 — we see a maroon square and also a 

black f l a g w i t h a c i r c l e around i t and then red-shaded 

cross-hatching — t h a t ' s an example of one of the areas 

t h a t we've i d e n t i f i e d where we would have t o move around 

two w e l l s , not have a gap f o r j u s t the one. 

A l t e r n a t i v e l y , a t the bottom of t h a t panel 605, 

or close t o the bottom, we also see t h a t t h e r e i s another 
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black f l a g w i t h a c i r c l e around i t and a b a r r i e r of coal 

l e f t as an example of where we move around one w e l l , the 

element of which t h i s i s a work i n progress. 

Also note t h a t t h e r e 1 s a green symbol r i g h t a t 

the margin of t h a t red-hatched area i n the southernmost 

h a l f of panel 605. That's also a w e l l , and we have not 

taken i n t o account the impact of t h a t w e l l on t h i s f i g u r e . 

Q. Let me ask you t o t u r n i n your e x h i b i t notebook, 

the white one there t o your r i g h t — i t ' s beneath the black 

one — and t u r n t o San Juan E x h i b i t 67. 

A. Okay. 

Q. What i s that? 

A. That's a f i g u r e t h a t was prepared a t my 

d i r e c t i o n , t h a t i s also a work i n progress because i t ' s 

based on the work i n progress seen from t h i s e v o l v i n g mine-

pl a n model. 

What we have compared by the two c o l o r s of bars 

i s what we expected t o produce i f we're able t o exercise 

the buyout o p t i o n as we've i d e n t i f i e d i t , versus the 

impacts t h a t are created by having t o go t o the bypass 

a l t e r n a t i v e as we've j u s t defined i t . 

Q. And the number — I'm s o r r y . 

A. We can see t h a t a t the bottom we have l o n g w a l l 

panels i d e n t i f i e d by number as we have them on the Figure 

66 and previous f i g u r e s , and the d i f f e r e n c e i n the h e i g h t 
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of the bars on the v e r t i c a l scale allows us t o see the 

d i f f e r e n c e of the tons t h a t are l o s t as a r e s u l t of the 

bypass o p t i o n , even t o the degree t h a t i t ' s developed here. 

As i t becomes f u r t h e r developed, we w i l l probably see those 

bypass losses increase. 

Q. Thank you. Let me change gears and t a l k about 

the s u b j e c t of degassing operations a t San Juan Mine. So 

f a r , has i t been necessary t o degas coal from the mining 

operations? 

A. We have encountered areas where we have delays 

associated w i t h methane being produced by the r i b side. I t 

has thus bar not been t o address t h a t by d e g a s i f i c a t i o n i n 

advance of mining. However, we plan t o do t h a t because we 

see t h a t the problems associated w i t h t h a t w i l l increase i n 

the near f u t u r e . 

Q. The purpose f o r degassing i s what? 

A. The purpose f o r degassing i s t o take methane out 

of the coal and surrounding horizon and channel i t out of 

the mine w i t h o u t having t o become entr a i n e d i n the mine-

v e n t i l a t i n g a irstream. 

Q. I s i t necessary t o do t h a t t o meet MSHA 

reg u l a t i o n s ? 

A. I n order t o meet MSHA r e g u l a t i o n s and produce i n 

a f a s h i o n c o n s i s t e n t w i t h the plans t h a t we have and 

d e l i v e r y schedules t h a t we have. 
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Q. What's the maximum conc e n t r a t i o n allowed by MSHA 

of methane a t the working face where the l o n g w a l l i s mining 

the coal? 

A. We would have t o make changes t o d i m i n i s h the 

co n c e n t r a t i o n i f i t rose above one percent by volume. 

Q. At t h i s p o i n t have you had t o make changes 

because i t ' s r i s e n above one percent? 

A. There have been instances, both on the l o n g w a l l 

and i n the continuous miner development, p a r t i c u l a r l y t he 

east mains, where we've had t o make those changes. 

Q. And i s i t common t o make those changes? I s t h a t 

the exception r a t h e r than the rul e ? 

A. At the moment i t ' s the exception, but we 

a n t i c i p a t e t h a t i t could become something we do w i t h 

i n c r e a s i n g frequency. 

Q. Do you do i t i n a way t o avoid spontaneous 

combustion i n the process? 

A. We do. The m i n e - v e n t i l a t i n g a i r s t r e a m has 

c o n s t r a i n t s on the pressures t h a t can be created t o develop 

a i r f l o w . The pressure d i f f e r e n t i a l across a p i l l a r has t o 

be maintained by our standards a t or below t h r e e inches of 

water gauge, which i s a measure of pressure. I f we 

maintain the pressure below three inches of water gauge, 

there's l i t t l e r i s k t h a t w e ' l l have oxygen e f f e c t i v e l y 

p u l l e d i n t o the p i l l a r t o support spontaneous combustion 
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w i t h i n p i l l a r s . I f we go above t h a t , then we have t h a t 

r i s k . 

Because we're l i m i t e d on pressure d i f f e r e n t i a l 

t h a t we're able t o develop, t h a t c o n s t r a i n s us t o the 

volumes t h a t we're able t o develop w i t h i n the mine-

v e n t i l a t i n g a i r c i r c u i t . 

Q. Are there two ways t h a t commercial gas might a t 

l e a s t p o s s i b l y be recovered a t San Juan Mine? 

A. There are. 

Q. What are those? 

A. One means would be the consequence of in-seam 

d r i l l i n g i n advance of mining, and the other one i s the 

p o s s i b i l i t y of gas from gob vent boreholes. 

Q. Let's s t a r t w i t h in-seam d r i l l i n g . Would t h i s be 

also known as h o r i z o n t a l d r i l l i n g ? 

A. I t would be. 

Q. Can you show us how San Juan would g e n e r a l l y 

develop those h o r i z o n t a l wells? And why don't you j u s t use 

San Juan E x h i b i t 62 t o show us that ? Well, l e t ' s use San 

Juan E x h i b i t Number 15. 

A. Although t h i s would not r e a l l y be c o n s i s t e n t w i t h 

what we see i n the f i g u r e i n terms of the l o n g w a l l mining 

system, i f we were t o assume t h a t t h i s was a gate road 

development s e c t i o n — 

Q. And you're r e f e r r i n g t o the headpiece side? 
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A. R e f e r r i n g t o the headgate side, where the working 

face might be down here and none of the l o n g w a l l equipment 

would y e t be i n s t a l l e d , we might choose t o d r i l l an in-seam 

hole t h a t went out i n t o the coal and then turned p a r a l l e l 

t o the intended d i r e c t i o n of the gate road development, and 

then f o l l o w t h a t d i r e c t i o n f o r a distance of 2000 t o 5000 

f e e t . 

The i n t e n t i o n there would be t o d r a i n methane 

from the immediate gate road development s e c t i o n area so 

t h a t we wouldn't burden the m i n e - v e n t i l a t i n g a i r s t r e a m 

d u r i n g the course of mining. And the companion consequence 

of t h a t i s t h a t we t y p i c a l l y evolve what could be 

commercial concentrations of methane i n the c o l l e c t e d gas. 

Q. You say t h a t there would be two t o how many 

thousand f e e t exposed t o the coal? 

A. There could be 2 000 t o 5000 f e e t of wellbore i n -

seam. 

Q. How many f e e t of conventional coalbed methane 

w e l l i s exposed t o the coal — 

A. Well, a w e l l — 

Q. — a t the San Juan Mine? 

A. — v e r t i c a l l y d r i l l e d from the surface, we would 

probably see somewhere i n the neighborhood of 15 t o 3 0 f e e t 

of contact, of the length of the wellbore through the seam. 

And i f i t was h y d r o f r a c t u r e d i t would perhaps only develop 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

136 

several hundred t o a thousand square f e e t more of surface 

area, which i s c e r t a i n l y very small i n comparison t o the 

area created e i t h e r by r u b b l e - i z a t i o n i n the gob or the 

per i p h e r y of wellbore in-seam. 

Q. Do you f r a c those h o r i z o n t a l holes? 

A. We do not. We r e l y e x c l u s i v e l y on the surface 

area of the wellbore i n desorbing coal seam. 

Q. Because i t ' s so long, you don't have t o f r a c i t ? 

A. That's r i g h t . 

Q. Can t h i s gas from h o r i z o n t a l w e l l s be recovered 

and a v a i l a b l e f o r sale a t the surface a t San Juan Mine? 

A. I t p o t e n t i a l l y could be, provided t h a t s u f f i c i e n t 

q u a n t i t i e s and q u a l i t y are involved from the coal seam. 

Q. I s the main u n c e r t a i n t y whether the gas e x i s t s i n 

the coal seam t o make i t f e a s i b l e ? 

A. At t h i s p o i n t the c h a r a c t e r i s t i c s of the coal 

seam w i t h respect t o desorption r a t e or e v o l u t i o n r a t e and 

the t o t a l r e s i d u a l gas i n the seam are questions t h a t would 

govern t h a t . 

Q. Now, Richardson has i n d i c a t e d i n t h i s proceeding 

through representations i n the testimony — the examination 

of h i s expert, t h a t the gas content i n the i n f i l l area may 

be i n the v i c i n i t y of 240 cubic f e e t per t o n . Have you 

encountered anything l i k e t h a t ? 

A. No, we have not encountered anything t h a t would 
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be suggestive of gas concentrations l i k e t h a t i n the coal 

seam. 

Q. Is what you've encountered s i g n i f i c a n t l y less 

than that? 

A. Yes, i t would be suggestive of s i g n i f i c a n t l y 

lower quantities than that. Having experience with t h i s i n 

the past, with coals that had gas content i n the 

neighborhood of 100 to 200 cubic feet per ton, what we see 

here i s s i g n i f i c a n t l y less than t h a t , i n the present 

workings. 

Q. Now, r e c a l l the video that we showed where the 

crushed coal i s being conveyed on the conveyor. I n a 

scenario l i k e t h a t , i f there were concentrations of 100-to-

200-cubic-feet-range, would your gas monitoring 

measurements be higher than they have been? 

A. Well, i t c e r t a i n l y would be. I mean, I think the 

thin g t h a t we have to realize i s that the mine-ventilating 

a i r f l o w s are intended to d i l u t e and render harmless 

r e l a t i v e l y low infusion rates, and i f we encounter higher 

rates than t h a t , then i t ' s necessary f o r us to pre-drain 

tha t methane, which has the consequence of capturing i t i n 

concentrated form as opposed t o being d i l u t e d as i t i s i n 

the a i r . 

So one of two alternatives exists: Either the 

gas i s not present i n elevated concentrations and we're 
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able t o mine i t w i t h o u t pre-drainage — 

Q. And t h a t 1 s been the case t o date? 

A. Which has been the case t o date. — or i t e x i s t s 

i n g r e a t e r concentrations than t h a t , and our only 

a l t e r n a t i v e i s t o p r e - d r a i n i t down t o l e v e l s comparable t o 

what we experience now, because i t ' s impossible t o simply 

v e n t i l a t e the mine w i t h more a i r because of the concerns 

f o r spontaneous combustion. 

Q. I s there s t i l l t e c h n i c a l work ongoing t o 

determine the f e a s i b i l i t y of whether gas can be recovered 

a t the surface a t San Juan Mine? 

A. There i s . We have only r e a l l y looked a t the 

technology and the r e g u l a t o r y impacts as i t p e r t a i n s t o the 

equipment and a c t i v i t y of d r i l l i n g underground and MSHA's 

enforcement of t h e i r r e g u l a t i o n s . 

Q. Are agreements w i t h stakeholders s t i l l needed i n 

order t o allow the capture and sale a t the surface? 

A. Assumedly there would be, i f t h e r e are 

stakeholders beyond those t h a t I've i d e n t i f i e d . 

Q. Have other mine's you've been i n v o l v e d w i t h 

captured gas f o r sale a t the surface through h o r i z o n t a l 

d r i l l i n g ? 

A. They have. 

Q. And what mines would those be? 

A. Well, mines of the Consolidation Coal Company 
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Group, p r i m a r i l y the V i r g i n i a Operations Group. 

Q. How d i d the gas content i n the c o a l a t those 

mines compare w i t h what you've experienced here? 

A. Generally, the gas content was much higher t h e r e 

than what we've p r e s e n t l y experienced. That would be 

something i n t h e , you know, 90-to-200-cubic-foot-per-ton 

range, and we've c e r t a i n l y seen nothing l i k e t h a t i n terms 

of i t s impacts on underground operations or anything a t 

t h i s moment which would suggest t h a t the gas e x i s t s t h a t 

would be pre-drained and amount t o volumes t h a t would be as 

commercially a t t r a c t i v e as they are i n t h a t circumstance. 

Q. Let's discuss the other degassing method t h a t 

could lead t o capture of commercial gas a t the surface, and 

t h a t i s gob vent boreholes. Could you use E x h i b i t 63 i n 

your white San Juan notebook and describe f o r us what t h a t 

is? 

A. Again, E x h i b i t 63 i s a conceptual r e n d i t i o n of a 

gob vent borehole as i t would e x i s t a f t e r the l o n g w a l l had 

mined past i t and the gob had formed and migrated upward 

along the wellbore l e n g t h . The wellbore i s shown i n red i n 

t h a t f i g u r e , and the gob has the enclosed dots or f r a c t u r e d 

l i n e segment appearance t o i t . 

I n t h a t case, the wellbore i s intended t o c o l l e c t 

methane t h a t e x i s t s i n the v o i d space i n the r u b b l e - i z e d 

gob. 
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Q. How can gas be removed i n t h i s diagram from gob 

vent boreholes when the coal i n the Number 8 seam has 

already been extracted? 

A. Well, there are several factors t h a t contribute 

t o remnant gas i n the gob. One i s that the complete Number 

8 coal seam i s t y p i c a l l y not f u l l y extracted by our 

a c t i v i t i e s . We only are extracting 13 feet at the moment 

of what might be as much as 30 feet or more of coal i n the 

Number 8 seam. 

Then there are the small r i d e r seams that 

occurred above the Number 8 coal that we saw previously, 

and of course there's the Number 9 coal. And then of 

course the p o s s i b i l i t y also exists, depending on the l o c a l 

stratigraphy, that we could have gas migrate from the coal 

seams and be remnant i n the surrounding s t r a t a , e i t h e r roof 

or f l o o r . 

Q. Have other mines that you've been associated with 

successfully captured gas from gob vent boreholes? 

A. They have. 

Q. What are the challenges to recovery of commercial 

gas from gob vent boreholes at San Juan Mine? 

A. Well, the f i r s t problem that we always have t o be 

cognizant of i s the po t e n t i a l f o r spontaneous combustion, 

so we have to be sure that we don't introduce oxygen i n t o 

the gob. This l i m i t s how much volume we can evolve i n 
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terms of production a t the surface. I f we evolve too much 

volume from the surface, t h a t ' s going t o cause the 

i n f i l t r a t i o n of oxygen from the m i n e - v e n t i l a t i n g area i n t o 

the gob. 

Also, the c o n s t r a i n t on p o t e n t i a l gas q u a n t i t y 

e x i s t s . We p r e s e n t l y have gob vent boreholes i n our panel 

101, l o n g w a l l panel 101, and the production t o date has 

been e f f e c t i v e l y zero. 

Q. Why would t h a t be? 

A. I t would appear t h a t there's an i n n a t e l y low gas 

content i n the s t r a t i g r a p h i c cross-section t h a t i s 

represented by the i n i t i a l area of panel 101, and i t ' s also 

p o s s i b l e t h a t our gob i s t i g h t e r than gobs t h a t are 

encountered elsewhere, thereby having less v o i d space i n 

i t , and less o p p o r t u n i t y f o r f r e e methane t o e x i s t i n the 

v o i d space. 

Q. Now, there's a t h i r d source of degassing a t San 

Juan Mine, and t h a t ' s the v e n t i l a t i o n system, c o r r e c t ? 

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

Q. The methane i s l i b e r a t e d through the v e n t i l a t i o n 

system? 

A. Right. 

Q. I s i t f e a s i b l e t o capture commercial methane from 

the v e n t i l a t i o n system? 

A. At t h i s p o i n t there's no demonstrated 
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commercially v i a b l e technology t o capture the low 

concentrations of methane t h a t are exhausted from the mine 

v e n t i l a t i o n system. 

Q. So a t the c u r r e n t stage of San Juan's mining 

o p e r a t i o n — Let me back up. Does the v e n t i l a t i o n system 

vent methane t h a t ' s l i b e r a t e d from the gate roads and 

mains? 

A. Well, a t t h i s p o i n t the v e n t i l a t i n g a i r f l o w , 

i n s o f a r as t h e r e i s no in-seam d r i l l i n g , t h e r e i s v i r t u a l l y 

no pr o d u c t i o n from gob vent boreholes, the v e n t i l a t i n g 

a i r s t r e a m d i l u t e s a l l methane t h a t ' s l i b e r a t e d throughout 

the mine, which amounts t o more than 14 miles of e n t r i e s or 

tunnels and i n excess of an estimated 14 m i l l i o n square 

f e e t of exposed surface area. 

Q. So the methane t h a t ' s being l i b e r a t e d i n the 

v e n t i l a t i o n system i s c u r r e n t l y from a huge exposure t o 

c o a l ; i s t h a t c o r r e c t ? 

A. Well, i t i s , yes, tremendous by comparison t o 

anything t h a t ' s involved w i t h , you know, CBM o i l and gas 

e x p l o i t a t i o n of the Number 8 coal seam. 

Q. And even tremendous compared t o the h o r i z o n t a l 

boreholes? 

A. Oh, d e f i n i t e l y , yes. 

Q. Would you t u r n t o San Juan E x h i b i t 69 i n the 

white book? Do you recognize t h a t ? 
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A. Yes, I do. 

Q. What i s i t ? 

A. That's a l e t t e r t h a t was d r a f t e d by Mr. 

G i l f i l l a n , reviewed by myself and undersigned by Evan 

Jones, d i r e c t e d t o Mr. Richardson. 

Q. Can you describe the l e t t e r ? 

A. Yes, b a s i c a l l y t h i s l e t t e r was created w i t h the 

i n t e n t t o t r a y and break the i c e w i t h some good w i l l , 

i n s o f a r as we are confronted now w i t h t he bypass 

a l t e r n a t i v e and have had no success t o date w i t h reaching 

any agreements t h a t would allow us t o plug and abandon. 

The i n t e n t i n c r e a t i n g t h i s l e t t e r was t o t r y and o f f e r up 

some s o r t of middle ground t h a t could f o s t e r r e s o l u t i o n of 

t h i s c o n f l i c t . I t discusses the two p o s s i b i l i t i e s of 

making gas a v a i l a b l e t h a t was produced e i t h e r from gob vent 

boreholes or in-seam d r i l l i n g . 

Q. Would t h a t gas be made a v a i l a b l e a t the surface 

t o Mr. Richardson i n t h i s case, a t no cost t o him i n 

b r i n g i n g i t t o the surface? 

A. Yes, as i t ' s s t a t e d i n here, t h a t would be the 

case. I t was our i n t e n t t o capture the methane f o r our own 

purposes t o f a c i l i t a t e coal mining and then provide t h a t t o 

Mr. Richardson as the owner of the gas e s t a t e i n an attempt 

t o a l l o w them t o b e n e f i t from the f a c t t h a t we're able t o 

capture i t . 
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Q. Are there s t i l l some t h i n g s t o be worked out? 

A. Very much so. 

Q. Does the u l t i m a t e v i a b i l i t y of what the l e t t e r 

describes depend upon how much gas i s encountered? 

A. I t depends on how much gas i s encountered, what 

the d e s o r p t i o n c h a r a c t e r i s t i c s are t h a t are s p e c i f i c t o the 

areas where we might d r i l l or the gob we might develop, and 

also the composition of t h a t gas i n terms of i t s commercial 

grade. 

MR. AUSHERMAN: I have no f u r t h e r questions. 

I would move the i n t r o d u c t i o n of San Juan 

E x h i b i t s 61 through 64 and E x h i b i t s 66, 67 and 69. 

SECRETARY MILLS: Any objection? 

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

SECRETARY MILLS: The e x h i b i t s w i l l be admitted. 

MR. AUSHERMAN: Also E x h i b i t 70, s o r r y . 

SECRETARY MILLS: Any objection? 

MR. KELLAHIN: No, s i r . 

SECRETARY MILLS: We'll admit t h a t . 

Would you care t o cross-examine Mr. Bessinger? 

MR. KELLAHIN: Sorry? 

SECRETARY MILLS: Would you care t o cross-examine 

the witness? 

MR. KELLAHIN: Yes, s i r . 

SECRETARY MILLS: Please proceed. 
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CROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. Dr. Bessinger, when we deal w i t h the coal seam 

Number 8, i s t h a t what i s i d e n t i f i e d and c h a r a c t e r i z e d as 

the basal coal? 

A. Yes, i t i s . 

Q. Of the other coal seams, how many are there? 

A. They vary i n number, depending on the l o c a t i o n . 

There are numerous small coal seams t h a t are g e n e t i c a l l y 

r e l a t e d t o the Number 8 coal t h a t may occur a t d i f f e r e n t 

horizons throughout the cross-section. 

Q. Using your numbering system, i s the Number 8 the 

lowest coal? 

A. Yes. 

Q. And they're numbered from the surface down? 

A. With respect t o our numbering system, yes. 

Q. When you look a t the basal c o a l , which i s your 

Coal Seam 8, the coal i n t h a t seam i s n a t u r a l l y f r a c t u r e d , 

i s i t not? 

A. I t i s n a t u r a l l y f r a c t u r e d , but t o a much lesse r 

extent than many other coal seams. 

Q. And there's n a t u r a l l y o c c u r r i n g water w i t h i n the 

coal seam t h a t you mine, r i g h t ? 

A. Well, i t ' s known t o occur elsewhere, but we have 

an experience t h a t shows t h a t we have very l i t t l e water 
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i n f u s i o n from the coal seam or the surrounding s t r a t a . 

Q. When Richardson produces h i s coal gas w e l l s and 

he produces water i n a s s o c i a t i o n w i t h those w e l l s , i s he 

not producing water out of the coal seam? 

A. I would assume t h a t he i s , although I have no 

knowledge of h i s operations. 

Q. Hasn't San Juan Coal o f f e r e d t o a s s i s t Mr. 

Richardson i n the disposal of h i s produced water? 

A. I'm not aware of t h a t . I would have t o — have 

not knowledge of t h a t p a r t i c u l a r subject. 

Q. This i s the e x h i b i t I'm f a m i l i a r w i t h . I t ' s 

Richardson E x h i b i t 1-A from the Commission hearing. Can 

you see t h a t i f I put i t here? 

A. I can see i t . 

Q. A l l r i g h t , s i r . When I look a t t h i s d i s p l a y , I'm 

t r y i n g t o o r i e n t Section on t h i s d i s p l a y t o Section 30 on 

your E x h i b i t 66. Do you see the two? 

A. I do. 

Q. On Richardson's E x h i b i t Section 30 has a proposed 

PC w e l l i n the northwest quarter s e c t i o n t o be recompleted 

i n the c o a l , and he has an e x i s t i n g coal w e l l i n t he 

southwest quarter of 30. Right? See th a t ? 

A. I see two w e l l s i n Section 30 where you've 

i n d i c a t e d , yes. 

Q. And the c o l o r code would i n d i c a t e the type of 
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w e l l , would i t not? 

A. Seems t o , yes. 

Q. Below t h a t i n Section 31, i n the northwest 

q u a r t e r of 31, there i s a P i c t u r e d C l i f f w e l l . Do you see 

t h a t ? 

A. I see a w e l l t h e r e , yes. 

Q. And i t ' s color-coded as a PC well? 

A. I t looks t o me l i k e i t ' s color-coded as a 

F r u i t l a n d w e l l , but perhaps I'm mistaken. 

Q. This one here. So i t would be recompleted, 

r i g h t ? I've confused you. The coal w e l l s are e x i s t i n g i n 

the red. The PC w e l l s t h a t would be recompleted i n the 

coal are i n the blue, r i g h t ? 

A. I f t h a t ' s your d e f i n i t i o n . 

Q. Let me take you over t o your d i s p l a y , and I want 

t o f i n d t he w e l l s i n the west h a l f of Section 30. I see a 

w e l l up here i n the northwest of 30, and I see one i n the 

southwest of 30, and there's a t h i r d w e l l t h a t ' s i d e n t i f i e d 

on t h i s as a Richardson-operated w e l l . Do you know what 

t h a t w e l l i s ? 

A. No, I'm not sure what the s t a t u s of t h a t w e l l i s . 

Q. Do you know i f t h a t w e l l even e x i s t s ? 

A. At t h i s p o i n t I'm not sure of the s t a t u s of t h a t 

w e l l , whether i t s existence or which formation i t might 

e x i s t i n . 
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Q. Let me see i f I understand how the mine proposes 

t o do t h i s . You have these north-south gate roads, r i g h t ? 

A. Uh-huh. 

Q. And then p e r i o d i c a l l y t h e r e w i l l be an east-west 

gate road? 

A. No. 

Q. What i s the east-west l i n e j u s t above t h i s w e l l 

l o c a t i o n i n the southwest quarter of 30? 

A. Well, what you're seeing t h e r e i s a set-up room, 

and you could also — we don't r e a l l y have i t depicted i n 

the same fashio n t h e r e , but there would be a recovery room 

as we approach the w e l l i n the d i r e c t i o n of mining, t h e r e 

would be a setup room on the other side, i n the bypass 

scenario as we've described i t . Those would only e x i s t i n 

the bypass scenario. 

Q. Let me see i f I understand how the bypass 

scenario works. I f you s t a r t a t t h i s p o i n t on the d i s p l a y 

t o the south and you want t o mine t h i s mine block through 

here, you're s t a r t i n g on the south side and you're moving 

north? 

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

Q. And as the longwall miner approaches the gas 

w e l l , i t ' s going t o stop a t a c e r t a i n d i s t a n c e , i s i t not? 

A. I t i s . 

Q. Under t h i s schematic, how f a r away w i l l t he 
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mining stop before i t gets t o the gas well? 

A. Well, I b e l i e v e t h a t schematic — There are two 

t h i n g s about i t . One, t h a t one stops w i t h respect t o the 

Richardson w e l l t h a t ' s i n d i c a t e d t h e r e , and we're showing a 

600-foot r e g i o n around t h a t w e l l , per the scale of t h a t 

schematic, although t h a t o v e r a l l drawing i s not t o scale. 

That was a — 

Q. I understand. 

A. — how i t appears t h e r e , so — 

Q. I f I'm t r y i n g t o understand the dimensions, the 

east-west dimension on the south side i s going t o be about 

1000 feet? 

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

Q. And the setback t o the south of the gas w e l l i s 

going t o be 600 feet? 

A. Three hundred f e e t , i f t h a t ' s the p a r t t h a t i s 

su b j e c t t o i n t e r p r e t a t i o n , we could have t o stop v a r i o u s l y 

150, 200, 300 f e e t , p r i o r t o the p o i n t of c l o s e s t approach 

t o the w e l l and r e s t a r t a s i m i l a r distance on the other 

side of i t . 

Q. According t o the MSHA r e g u l a t i o n s — 

A. According t o the — 

Q. — the Code of Federal Regulations, they use a 

300-foot diameter? 

A. That's how i t ' s s t a t e d i n the Code of Federal 
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Regulations, although i t ' s v a r i o u s l y i n t e r p r e t e d by MSHA 

personnel. 

Q. So when I look a t t h i s schematic, am I intended 

t o understand t h a t your assumption i s t h a t you w i l l stop 

300 f e e t s h o r t of t h a t wellbore? 

A. We would stop e i t h e r , depending on the 

i n t e r p r e t a t i o n t h a t r e s u l t s , 100 t o 3 00 f e e t p r i o r t o , and 

r e s t a r t 150 t o 300 f e e t beyond the w e l l , a t the p o i n t of 

c l o s e s t approach t o the w e l l . 

Q. To r e s t a r t the longwall miner, do you have t o 

c o n s t r u c t t h i s connection between the two gate roads? 

A. We do. I t would not e x i s t i f we d i d not have t o 

use the bypass scenario. 

Q. I f you're using the bypass scenario and c o n s t r u c t 

t h a t connection, then you could proceed northward through 

t h i s mine block u n t i l you get t o the same distance from 

t h a t gas well? 

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

Q. And the assumption here i s t h a t you would stay a 

c e r t a i n minimum distance away from the gas w e l l ? 

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

Q. Does i t matter t o you what type of gas w e l l i t 

i s , i n terms of how f a r you stay n o r t h and south of t h a t 

wellbore? 

A. No, i t ' s p r i m a r i l y based on the r e g u l a t i o n s — 
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e x c l u s i v e l y based on the r e g u l a t i o n s , which i s what we 

developed t h i s scenario against. We t r e a t a l l wellbores 

t h a t o r i g i n a t e d f o r the purpose of o i l and gas p r o d u c t i o n 

s i m i l a r l y under the v e r t i c a l wellbores, same under the 

r e g u l a t i o n s . 

This i s not t o say t h a t our p r a c t i c e might not 

a c t u a l l y have t o stop sooner than t h a t , but I a l l u d e d t o 

the f a c t t h a t we would probably r e v i s e these plans, and 

when we d i d , t h a t we would probably use more c o a l . The 

MSHA r e g u l a t i o n s do not s p e c i f i c a l l y address the 

consequence of h y d r o f r a c t u r e s , merely the existence of 

wellbores. 

Q. Let's look a t those r e g u l a t i o n s . Let me show 

t h i s t o you. Are these the r e g u l a t i o n s you're r e f e r r i n g 

to? 

A. They are. 

Q. At t h i s p o i n t , has MSHA approved — MSHA has only 

approved what you do w i t h regards t o plugged and abandoned 

gas wells? 

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

Q. Has MSHA approved i n w r i t i n g f o r you what you're 

going t o be re q u i r e d t o do w i t h the presence of producing 

gas wells? 

A. No, they haven't, t h a t ' s a subject t h a t w h i l e the 

Code of Federal Regulations s t a t e s i t i n a fas h i o n t h a t 
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might seem c l e a r t o some of us, the f a c t i s t h e r e are two 

i n t e r p r e t a t i o n s of t h a t , and depending on the personnel 

from MSHA t h a t a discussion i s held w i t h , you w i l l get one 

or the other of those i n t e r p r e t a t i o n s . 

Q. Do you have anything i n w r i t i n g about MSHA about 

what they're going t o r e q u i r e f o r the setback from e x i s t i n g 

producing gas wells? 

A. At t h i s p o i n t , we're hoping t h a t we w i l l be able 

t o get them t o f o l l o w what's s t a t e d here i n terms of our 

conventional understanding of i t . 

Q. Okay, have you sought an a p p l i c a t i o n of f i l e d an 

a p p l i c a t i o n w i t h MSHA t o address the s i z e of t h i s 

p r o t e c t i o n p i l l a r t h a t you have t o leave? 

A. No, we haven't because i t ' s not necessary f o r us 

t o apply f o r t h a t permission. This would be a 

deter m i n a t i o n t h a t ' s rendered probably through d i s c u s s i o n 

l e a d i n g up t o a c t i o n , and the a c t i o n w i l l e i t h e r be 

acceptable t o MSHA or they w i l l n o t i f y us t h a t i t ' s not 

acceptable. 

Q. Has MSHA a t t h i s p o i n t approved mining of any of 

the mine d i s t r i c t s t h a t c u r r e n t l y c o n t a i n producing gas 

wells? 

A. Yes, they have. 

Q. Show me which d i s t r i c t s and what numbering system 

you'd l i k e t o use t o show me those. 
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A. Well, our MSHA-approved plan p r i m a r i l y i s set t o 

— I t ' s a stepwise-type of plan where the d e t a i l increases 

as you approach the execution of a c t i v i t y under t h a t plan. 

So we have v e n t i l a t i o n plans t h a t show work out i n t o the 

200 d i s t r i c t , which has w e l l s i n i t . 

Q. On E x h i b i t 66, Dr. Bessinger, show me what i s the 

area t h a t c u r r e n t l y contains the mine main, any of these 

gate roads and where the longwall miner i s now. 

A. Well, p r e s e n t l y the area shown i n blue on E x h i b i t 

66 i s the a c t i v e workings as of the date of p r e p a r a t i o n of 

t h a t f i g u r e . Longwall panel 101, the f i r s t panel i n 

D i s t r i c t 1 where longwall mining commenced, the gate roads 

are developed f o r t h a t , and mining has been ongoing since 

the 14th of October i n t h a t panel 101, progressing south t o 

n o r t h . 

Q. I n terms of lea v i n g these p r o t e c t i o n b a r r i e r s or 

p i l l a r s , do those decisions about the s a f e t y i n terms of 

r e g u l a t i o n — are they made by any other agency, other than 

MSHA? 

A. At t h i s p o i n t I t h i n k MSHA — unless the State 

through i t s mining r e g u l a t i o n s were t o choose t o become 

in v o l v e d i n some fashion, the p r i n c i p a l governing 

r e g u l a t i o n would be provided by MSHA, as f a r as mine plans 

and mining a c t i v i t i e s are concerned. 

Q. What's the vintage of E x h i b i t 66? I couldn't see 
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the date. What's the date? 

A. That says February 3rd was the date t h a t t h a t was 

p r i n t e d . 

Q. Did you have a concept f o r d e a l i n g w i t h the 

e x i s t i n g coal gas w e l l s i n the mine area when you took your 

leases, the fou r leases? 

A. There were some discussions. However, the number 

of w e l l s t h a t e x i s t e d a t the time t h a t the leases were 

granted i s less than what e x i s t s today. 

Q. At the time you obtained your leases, a l l f o u r 

leases were taken a f t e r the D i v i s i o n issued an order f o r 

d r i l l i n g an o r i g i n a l w e l l i n the coal gas r e s e r v o i r s on 

320-acre spacing, d i d they not? 

A. To the best of my knowledge, t h a t ' s t h e case. 

Q. Dr. Bessinger, l e t me show you Richardson E x h i b i t 

4-A. I t ' s out of the e x h i b i t book. That spacing order 

predates a l l f o u r of your leases, does i t not? 

MR. AUSHERMAN: I f you know. 

THE WITNESS: Well, I'm not e n t i r e l y f a m i l i a r 

w i t h the document t h a t I'm looking a t , so i f y o u ' l l g i v e me 

a minute t o review t h a t . 

MR. AUSHERMAN: Tom, i s t h i s the one? 

MR. KELLAHIN: That's the OCD Rules. 

MR. AUSHERMAN: A-4, A-3. 

MR. KELLAHIN: He's lo o k i n g a t i t . 
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THE WITNESS: Well, I've read t h i s document, but 

I can't say t h a t I'm p a r t i c u l a r l y f a m i l i a r w i t h documents 

of t h i s s o r t or t h i s order, and i t predates my involvement 

w i t h BHP as an employee, so — 

Q. When d i d you become involved? 

A. September of l a s t year, although I was p r e v i o u s l y 

i n v o l v e d w i t h other aspects of the mine design and mining 

equipment design w i t h my former employer, Joy Mining 

Machinery. 

Q. When we look a t the r o y a l t y t h a t the coal company 

pays the f e d e r a l government on the value of the c o a l , 

what's the p r i c e used f o r the coal t o c a l c u l a t e the 

r o y a l t y ? 

A. I don't r e c a l l t h a t . I b e l i e v e t h a t r o y a l t y i s 

— I don't r e c a l l t h a t . 

Q. I don't care about the percentage of the r o y a l t y . 

What i s the p r i c e a t which you c a l c u l a t e the r o y a l t y owner? 

A. I don't r e c a l l t h a t number. 

Q. Do you know i f i t ' s the value or the p r i c e of the 

gas a t the mouth of the mine? 

A. I don't b e l i e v e t h a t t h a t r o y a l t y has anything t o 

do w i t h gas content associated w i t h coal r o y a l t y , t o the 

best of my knowledge. 

Q. Well, I'm t a l k i n g t o you about the coal r o y a l t y . 

You pay a coal r o y a l t y , do you not? 
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A. We do. 

Q. And i t ' s a percentage of value? 

A. I t ' s — There are m u l t i p l e c o n s i d e r a t i o n s , but 

yes, 

Q. Do you do i t i n terms of t o n of coal? 

A. Yes. 

Q. And i s the t o n of coal a t the surface of the 

mine? 

A. I t ' s tons of coal t h a t are produced, yes. 

Q. Produced, a t the surface, i t ' s — 

A. Right. 

Q. — brought t o the surface of the mine? 

Can you t e l l us what value i s used f o r t h a t t o n 

of coal? 

A. Again, I'm a f r a i d I don't r e c a l l t h a t number, so 

I cannot t e l l you t h a t . 

Q. You t o l d me the longwall miner i s c u r r e n t l y i n — 

I can't read t h a t f a r . What se c t i o n i s t h a t c u r r e n t l y i n , 

34? 

A. That would be 35. 

Q. Has San Juan Coal made any k i n d of s t u d i e s t o 

determine how close i t can get t o an e x i s t i n g c o a l gas w e l l 

i n t h i s area before you s t a r t i n t e r f e r i n g w i t h the drainage 

area f o r t h a t producing gas well? 

A. Let me see i f I understand your question. Are 
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you asking about how close the mining a c t i v i t y , the 

l o n g w a l l , can approach before the gas — i t i n t e r f e r e s w i t h 

gas t h a t might otherwise be produced from the w e l l ? 

Q. Yes, s i r . 

A. No, I don't know t h a t we know t h a t e x p l i c i t 

number. 

Q. Can you give us an estimate on a d a i l y basis of 

the volume of gas being vented from the mine? 

A. Yes, I t h i n k we're probably v e n t i n g — very 

s l i g h t l y , but probably someplace i n the neighborhood of 1.8 

m i l l i o n cubic f e e t per day. 

Q. That's c a l c u l a t e d based upon a volume of a i r 

captured a t a c e r t a i n p o i n t and then calculated? 

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

Q. I t doesn't run through any type of measuring 

device t h a t w i l l measure the continuous stream of gas being 

vented? 

A. Well, t h a t c a l c u l a t i o n i s l a r g e l y based on the 

f a c t t h a t the volume of a i r f l o w , although i t v a r i e s 

s l i g h t l y , i s r e l a t i v e l y steady, and we then measure the 

co n c e n t r a t i o n of gas p r i o r t o e x i t i n g the mine a t the 

bottom of our s h a f t . That's p e r i o d i c a l l y done, based on 

those p e r i o d i c measurements and an assumption of average 

a i r f l o w , t h a t ' s where the number 1.8 m i l l i o n a r i s e s . 

Q. Have you made an assessment of the volume of gas, 
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methane gas, present i n any of the other coal seams, other 

than the basal coal? 

A. I'm not aware t h a t t h a t ' s been c h a r a c t e r i z e d t o 

any r e p o r t a b l e extent. 

Q. I s th e r e a c e r t a i n minimum thickness i n the coal 

seam t h a t you r e q u i r e before the p r o j e c t , then, i s 

uneconomic? I s there — 

A. Yes, th e r e i s . 

Q. — a threshold? I'm sorry? 

A. There i s . 

Q. What i s the t h r e s h o l d number? 

A. I t ' s roughly nine f e e t . That's a mechanical 

minimum. The economics of i t would depend on the 

e f f i c i e n c y of production as the mining h e i g h t decreases, 

and i t c e r t a i n l y would. 

Q. What does i t cost t o b r i n g a t o n of coal t o the 

surface of the mine? 

A. Well, a t t h i s p o i n t I'm not sure I know t h a t 

answer s p e c i f i c a l l y e i t h e r , because the way t h a t we do our 

cost accounting, I'm not exposed t o t h a t number. 

Q. Do you know whether or not your c o s t i n g of i t f o r 

a t o n of coal includes paying f o r the value of the gas 

otherwise vented? 

A. I'm not aware t h a t we have any cost t r a n s f e r s or 

otherwise are involved w i t h the gas, other than the — i n 
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terms of recognizing the value of entr a i n e d gas. 

Q. You t a l k e d — I n response t o Mr. Ausherman's 

questions about your q u a l i f i c a t i o n s , you t a l k e d about your 

experience w i t h regards t o r i s k associated w i t h mines — 

A. Uh-huh. 

Q. — r i s k analysis? 

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

Q. Did you review any r i s k a n a l y s i s prepared p r i o r 

t o your employment t h a t were presented t o you by San Juan 

Coal Company? 

A. I have seen several d i f f e r e n t r i s k analyses, yes. 

Q. Did any of those r i s k analyses deal w i t h the 

presence of producing coal gas w e l l s i n the mine area? 

A. Of the ones t h a t I saw, they d i d not. 

Q. How many producing gas w e l l s do you have t o be 

wo r r i e d about w i t h i n the mine d i s t r i c t s t h a t you i n t e n d t o 

mine? 

A. Well, I'm not sure I have the exact answer f o r 

t h a t , f o r two reasons. One, we're i n the process of 

i d e n t i f y i n g w e l l s t h a t we p r e s e n t l y recognize and w e l l s 

t h a t we are not c u r r e n t l y aware of — t h a t ' s t o say ground-

t r u t h i n g w e l l s t h a t may not be i n the l i t e r a t u r e . So a t 

t h i s p o i n t I can't be e x p l i c i t about how many w e l l s , 

e x a c t l y , t h e r e are over the mine property. 

Q. I understand you have not presented t o MSHA a 
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p l a n f o r s p e c i f i c a l l y d e a l i n g w i t h the presence of 

producing coalbed methane gas w e l l s w i t h i n any of the mine 

d i s t r i c t s ? 

A. A plan t o deal w i t h the c o a l , no, because a t t h i s 

p o i n t , other than t o enforce 75-1700, th e r e i s no 

requirement f o r MSHA approval w i t h respect t o t h a t . 

Q. So i f you f o l l o w the Code of Federal Regulations 

f o r those e x i s t i n g w e l l s t h a t penetrate through the coal 

seam and you step back e i t h e r using a 300-foot r a d i u s or a 

600-foot r a d i u s — 

A. Well, i t would be 300- or 600-foot diameter, so 

i t would be — 

Q. I'm s o r r y , diameter. 

A. — 150 or a — 

Q. Right. 

A. — 300-foot r a d i u s . 

Q. Whatever t h a t works out t o be, then, you could 

leave t h a t gas w e l l i n place and mine around i t , pursuant 

t o t h i s o p t i o n where you would leave the gas w e l l i n place? 

A. At a minimum, t h a t would be the case. The other 

a l t e r n a t i v e i s , i f we f i n d t h a t the f r a c t u r e - a s s o c i a t e d 

zone i s g r e a t e r than the minimum s t a t u t o r i l y r e q u i r e d zone, 

we would p o t e n t i a l l y stop even sho r t e r than t h a t r e q u i r e d 

as a minimum by s t a t u t e . 

Q. Have you made a determination y e t as t o the area 
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t h a t might be a f f e c t e d outside of t h a t s a f e t y b a r r i e r ? 

A. That's s t i l l ongoing. As you can see by 

review i n g the Diamond paper, the behavior of h y d r o f r a c t u r e s 

i s somewhat unpredictable and a c t u a l l y r e q u i r e s s i t e -

s p e c i f i c experience before we can s t a r t t o make conclusions 

about t h a t , and a t t h i s p o i n t we have no s i t e - s p e c i f i c 

experience f o r San Juan Mine. 

Q. Are you worried about the presence of any coal 

gas w e l l s t h a t are outside the mine d i s t r i c t ? 

A. Well, we are, because what we sa i d about t h i s 

p l a n being a work i n progress, the i n i t i a l mine plan was 

created t o optimize the resource recovery, the economic 

p r o d u c t i v i t y and the saf e t y a f f o r d e d t o our work f o r c e , and 

t o minimize any other harmful e f f e c t s t o other 

c o n s i d e r a t i o n s c o n s i s t e n t w i t h our zero-harm g u i d e l i n e . 

The impact of w e l l s t o the mine plan would be 

t h a t as we i d e n t i f y w e l l s as new w e l l s are created and we 

make plans t h a t work around e x i s t i n g w e l l s , i t may be 

necessary f o r us t o appreciably reshape t h a t mine p l a n t o 

t r y and preserve the economy and maintain the u n i f o r m i t y of 

f u e l supply a t the San Juan Generating S t a t i o n . 

Q. When we look a t the mine d i s t r i c t l a y o u t t h a t we 

have before us — 

A. Uh-huh. 

Q. — how f a r does a gas w e l l have t o be away from 
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t h a t mine d i s t r i c t i n order t o not have an e f f e c t on the 

mining operations? 

A. Well, i t ' s not r e a l l y so much a question of how 

f a r away i t has t o be i n the sense t h a t the s t a t u t e , 

however i t ' s i n t e r p r e t e d , t e l l s us what the minimum i s from 

a s t a t u t o r y perspective. Further i n v e s t i g a t i o n should 

d i r e c t us as t o what t o expect, whether i t ' s more or less 

than what's r e q u i r e d by the s t a t u t o r y i n t e r p r e t a t i o n . 

But the other p a r t about t h a t i s , the mine plan 

may change. See, there's a region around the mine plan 

t h a t ' s depicted there t h a t could be included i n f u t u r e mine 

plans as a r e s u l t of having t o borrow the mining l a y o u t 

design t o best s u i t the need t o address the bypass 

a l t e r n a t i v e . 

Q. Let's t a l k about the immediate needs. As you 

continue t o mine n o r t h , when do you f i r s t encounter i n your 

estimate an e x i s t i n g gas w e l l t h a t i s going t o be a 

problem? 

A. I n the f i r s t panel of D i s t r i c t 2, l o n g w a l l panel 

2 01, should be t h i s w e l l here i n d i c a t e d by the diamond, i n 

the — 

Q. — southeast of 3 6? 

A. Southeast of 36. 

Q. Okay. And how long w i l l i t be before t h a t w e l l 

poses a r i s k t o you? 
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A. Well, I ' d have t o r e f e r t o the dates e x a c t l y on 

here, but i t looks t h a t probably could s t a r t t o be a r i s k 

sometime d u r i n g the calendar year of 2004. 

Q. When we look a t the MSHA r e g u l a t i o n s under t h i s 

Code of Federal Regulations, i t t a l k s about g i v i n g t he 

Secretary — t a l k i n g about MSHA — Secretary and authorized 

r e p r e s e n t a t i v e the a u t h o r i t y t o make t h a t s a f e t y b a r r i e r 

l a r g e r or smaller. 

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

Q. Have you made any f i l i n g s y e t w i t h MSHA t o 

increase the s i z e of the p r o t e c t i o n b a r r i e r ? 

A. No, we have not. There would be no reason f o r us 

t o make a f i l i n g , because we can a t our o p t i o n leave a 

l a r g e r b a r r i e r than i s r e q u i r e d by the s t a t u t o r y minimum. 

MR. KELLAHIN: Thank you, Mr. M i l l s . 

SECRETARY MILLS: Any r e d i r e c t ? 

MR. AUSHERMAN: No. 

SECRETARY MILLS: You're excused. 

C a l l your next witness, please. 

MR. BRUCE: We c a l l Mr. Smith t o the stand, Mr. 

Secretary. 

(Thereupon, Mr. Smith was sworn.) 

MR. BRUCE: Before we begin, Mr. Secretary, the 

e x h i b i t s t h a t Mr. Smith w i l l be lo o k i n g a t are p r i m a r i l y 

San Juan E x h i b i t s 45 through 59 i n t h a t book r i g h t t h e r e . 
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There w i l l be, i n a d d i t i o n , i n the newer book, E x h i b i t s 71 

through — p r i m a r i l y 71 through 75. 

SECRETARY MILLS: Thank you. 

DAN PAUL SMITH. 

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

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

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Would you please s t a t e your name and c i t y of 

residence f o r the record? 

A. Yes, my name i s Dan Paul Smith, and I l i v e i n 

Da l l a s , Texas. 

Q. What i s your occupation? 

A. I'm senior v i c e p resident f o r Netherland, Sewell 

and Associates i n Dallas, Texas. 

Q. What k i n d of business i s Netherland, Sewell? 

A. We are i n t e r n a t i o n a l o i l and gas c o n s u l t i n g f i r m . 

Q. And what i s your r e l a t i o n s h i p — or what i s the 

r e l a t i o n s h i p of Netherland, Sewell t o San Juan Coal Company 

i n t h i s matter? 

A. We were h i r e d by San Juan Coal Company i n 2002 t o 

conduct a study of the proven and the probable and the 

po s s i b l e gas reserves t h a t would be contained on the Deep 

Lease and the Deep Lease Extension as of January 1, 2002. 

Q. Would you please summarize your educational and 
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employment h i s t o r y f o r Mr. M i l l s ? 

A. Yes, I graduated w i t h a bachelor of science i n 

petroleum engineering from M i s s i s s i p p i State U n i v e r s i t y i n 

1973. I then spent three years w i t h Exxon and f i v e years 

w i t h Pennzoil as a petroleum engineer and then j o i n e d 

Netherland, Sewell and Associates i n 1980 and have been 

w i t h them f o r the past 22 years. 

Q. I s San Juan E x h i b i t 24 simply a copy of your 

resume? 

A. Yes. 

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

engineering matters involved i n the area of Richardson's 

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

A. Yes, I am. 

MR. BRUCE: Mr. Secretary, I tender Mr. Smith as 

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

SECRETARY MILLS: I s there any obj e c t i o n ? 

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

Q. (By Mr. Bruce) Now, before you s t a r t your 

t e c h n i c a l p r e s e n t a t i o n , Mr. Smith — and Mr. Secretary, I'm 

going t o s t a r t o f f w i t h E x h i b i t 71 here — would you 

i d e n t i f y E x h i b i t 71 and t e l l the Secretary a l i t t l e of what 

Netherland, Sewell does f o r i t s c l i e n t ? 

A. Yes, I beli e v e E x h i b i t 71 a c t u a l l y has f i v e 

sheets i n v o l v e d , and the f i r s t sheet i s e n t i t l e d "Whom Do 
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We Work For?" And the importance of t h i s i s t o r e a l l y t r y 

t o have you understand who we are and what we normally do. 

This i s not our normal course of business. 

We t y p i c a l l y work f o r t h r e e d i f f e r e n t types of 

e n t i t i e s . We work f o r major o i l and gas companies, f o r 

government o i l companies, and then f o r f i n a n c i a l 

i n s t i t u t i o n s . A great deal of our work i s done f o r 

f i n a n c i n g p r o j e c t s around the world, and a l o t of our work 

in v o l v e s e s t i m a t i n g the proven, the probable and the 

po s s i b l e reserves and c e r t i f y i n g these reserves so t h a t 

p r o j e c t s can be financed. 

We also are involved i n preparing SEC f i l i n g s 

w i t h many of our c l i e n t s i n t h a t we provide the estimates 

of proven reserves t h a t are included i n those f i l i n g s . 

The next page i s a l i s t of our c u r r e n t coalbed 

methane c l i e n t s . Netherland, Sewell has been q u i t e blessed 

i n t h a t we have developed a very strong base of coalbed 

methane work, and these are a l i s t of some of the top 

c l i e n t s t h a t are operating i n the U.S. and around the 

world. 

Our experience e s s e n t i a l l y has f o l l o w e d the 

i n d u s t r y i n t h a t e a r l y on we were involved i n the Black 

Warrior Basin of Alabama and moved i n t o the San Juan Basin 

of New Mexico, and now we're very h e a v i l y i n v o l v e d i n the 

Powder River Basin, which e s s e n t i a l l y has been the 
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d i r e c t i o n of the i n d u s t r y . 

We have'approximately 3 0 c u r r e n t coalbed methane 

c l i e n t s t h a t we conduct various types of s t u d i e s f o r , 

i n c l u d i n g annual reserve c e r t i f i c a t i o n s , i n c l u d i n g 

development studies and i n c l u d i n g the estimates of t h e i r 

reserves, of course. 

We're now working on p r o j e c t s i n the United 

States, as w e l l as p r o j e c t s i n A u s t r a l i a , Mexico, China and 

Slovakia. Of these t h i r t y p r o j e c t s t h a t are i n v o l v e d here, 

I've been p e r s o n a l l y involved i n approximately 17 of these. 

The next page i s a l i s t of the o i l and gas 

reserve terms, and the importance of t h i s i s t o k i n d of set 

f o r t h t h a t i n our opinion you cannot discuss reserves or 

resources of coalbed methane wi t h o u t p r o p e r l y l a b e l i n g 

those reserves. 

So t h i s i s a b i t of a c h a r t t h a t e x p l a i n s the 

var i o u s c l a s s i f i c a t i o n s t h a t are tagged t o o i l and gas 

reserves, a l l the way from discovered t o undiscovered 

reserves. Of course i n t h i s case, they are discovered. 

And t h e r e are commercial and noncommercial reserves. 

And then under the — when they are commercial 

and discovered, then there are three c l a s s i f i c a t i o n s t h a t 

w e ' l l deal w i t h . One i s proven, the second i s probable, 

and the t h i r d i s possi b l e . I n a l l of our works w i t h our 

o i l and gas companies and the banks, we are very c a r e f u l t o 
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l a b e l our estimates as e i t h e r proven, probable or p o s s i b l e . 

The next page shows the a u t h o r i t i e s t h a t are 

respon s i b l e f o r s e t t i n g the reserve r u l e s , i n c l u d i n g the 

S e c u r i t i e s and Exchange Commission, Society of Petroleum 

Engineers, Society of Petroleum Evaluation Engineers and 

the World Petroleum Congress. The estimates t h a t we've 

made f o r BHP San Juan Coal Company are i n accordance w i t h 

a l l f o u r of these reserve d e f i n i t i o n s f o r proven, probable 

and p o s s i b l e reserves. 

This a l l r e a l l y leads i n t o the next e x h i b i t , 

which explains why t h i s i s a l l important. 

The proven reserve c l a s s i f i c a t i o n i n d i c a t e s t h a t 

i t has a 90-percent c e r t a i n t y of being a t l e a s t equal t o 

our estimates or greater. 

The proven plus the probable reserves have a 50-

percent c e r t a i n t y . That's your best guess. 

And the proven plus probable plus p o s s i b l e 

reserves have a 10-percent chance of being a t l e a s t equal 

t o or g r e a t e r , the reserves t h a t you've estimated. 

A l l of the estimates contained f o r the San Juan 

Coal Company p r o p e r t i e s are e i t h e r the proven or the 

probable reserves, c l a s s i f i c a t i o n s . 

Q. And now San Juan i s a l i t t l e d i f f e r e n t because of 

what you're h i r e d f o r , but g e n e r a l l y w i t h Netherland, 

Sewell's c l i e n t s you need these d e f i n i t i o n s , you need t o 
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meet these d e f i n i t i o n s because of f i l i n g s they have t o make 

w i t h , say, the S e c u r i t i e s and Exchange Commission? 

A. Exactly. And i t defines the r i s k of the 

reserves, the r e l a t i v e r i s k of the reserves, and a l l of our 

c l i e n t s and the people who use our r e p o r t s i n s i s t on i t . 

Q. Okay. Well, l e t ' s get t o your t e c h n i c a l data, 

and w e ' l l s t a r t o f f w i t h your conclusions. Could you j u s t 

f i r s t i d e n t i f y what E x h i b i t 72 is? 

A. E x h i b i t 72 i s e s s e n t i a l l y a summary of the 

r e s u l t s of our study, which l i s t s a breakout of the 

o r i g i n a l gas i n place and the reserves f o r the t h r e e 

producing horizons t h a t we've evaluated, which i n c l u d e the 

8 c o a l , the 9 coal and the Pic t u r e d C l i f f s . 

To jump r i g h t t o the r e s u l t s — 

Q. And before we do get t o the r e s u l t s , over on the 

ri g h t - h a n d side i s your r e s u l t s , and I want t o c l a r i f y 

something f o r the Secretary. You have your r e s u l t s on gas 

i n place or reserves based on quarter s e c t i o n ; i s t h a t 

c o r r e c t ? 

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

Q. And you've also got some numbers l i s t e d t h e r e 

t h a t say — f o r instance, the f i r s t one i s "Cox equals 

3800". 

A. That's r i g h t . 

Q. "Cox" r e f e r s t o Dave Cox, who was Richardson's 
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engineer? 

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

Q. Okay. Now, when he d i d h i s numbers, he based 

them on a h a l f s e c t i o n , r i g h t ? 

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

Q. So i n order t o make i t comparable, anytime you 

see a number t h a t i s l i s t e d as a Cox number, i t needs t o be 

d i v i d e d by two? 

A. That's c o r r e c t , and there's s i x numbers on here 

— and I'm glad you pointed t h a t out, because f o r d i r e c t 

comparison the Cox number should be d i v i d e d by two, as you 

s t a t e d . 

Q. Okay. Well, l e t ' s go ahead w i t h your conclusions 

and w i t h t h i s e x h i b i t . 

A. E s s e n t i a l l y , the o r i g i n a l gas i n place, based on 

our estimates f o r the 8 and 9 coal combined, i s 20.6 BCF of 

gas. There's an a d d i t i o n a l 1 BCF of gas i n the P i c t u r e d 

C l i f f s r e s e r v o i r , by our estimates, which r e s u l t s i n a 

t o t a l gas i n place i n a l l three zones of 21.6 BCF. 

As Mr. Bruce mentioned, my estimates are based on 

reserves per quarter s e c t i o n , as w e ' l l discuss l a t e r . So 

I've converted my estimates t o the gas i n place per 160 

acres or per quarter s e c t i o n and l i s t e d them on the next-

t o - t h e - r i g h t - h a n d column. 

So f o r the 8 and the 9 c o a l , by my estimates, i n 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

171 

the 60 sections t h a t are involved — excuse me, the 60 

160-acre blocks t h a t are involved i n the Deep Lease and the 

Deep Lease Extension, the average gas i n place i s 344 

m i l l i o n cubic f e e t per 160-acre s e c t i o n . 

Q. And t h a t would be both the primary c o a l seams; i s 

t h a t c o r r e c t ? 

A. That's c o r r e c t , t h a t includes the 8 and the 9 

c o a l . 

Q. And t o digress a moment, a l l of the pr o d u c t i o n 

out t h e r e a t t h i s time i s from the 8 seam, i s i t not? 

A. That's c o r r e c t , we're not — 

Q. There are no w e l l s completed i n the 9 seam? 

A. Not t o my knowledge. 

Q. Okay. So t h i s i s , t o an ext e n t , o p t i m i s t i c , 

because i t adds both seams? 

A. Well, c e r t a i n l y , we've given f u l l c r e d i t i n our 

study t o both the 8 and the 9 co a l . 

Q. Okay, go ahead. 

A. So the 344 m i l l i o n cubic f e e t i n place f o r the 8 

and the 9 coal would compare t o one h a l f of Mr. Cox's 

number, which would be 1.9 BCF i n place. Generally, 

there's about a six-to-one r a t i o , then, of Cox reserve 

estimates t o Netherland, Sewell reserve estimates i n the 

coals. 

The P i c t u r e d C l i f f s being such a minor volume 
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only r e s u l t s i n a s l i g h t increase per w e l l , on average, up 

t o 361 m i l l i o n cubic f e e t per w e l l f o r Netherland, Sewell, 

and then 2 BCF i n place per 160-acre s e c t i o n f o r Cox. 

Again, about a s i x f o l d d i f f e r e n c e . 

When you convert these t o reserves, the 

Netherland, Sewell estimate of u l t i m a t e reserves f o r the 8 

and the 9 coal would be 11.4 BCF, and then adding i n the 

P i c t u r e d C l i f f s can round t h a t o f f t o about 11.9 BCF. 

And again, j u s t a comparison by 160-acre block 

would be 208 m i l l i o n cubic f e e t per 160-acre block f o r 

Netherland, Sewell, and then about 1.3 BCF f o r Cox. Again, 

about a six-to-one f a c t o r . 

Q. So he comes up w i t h reserves or gas i n place 

which are s i x times as large as your estimates? 

A. That 1s c o r r e c t . 

Now, the right-hand column only r e a l l y has one 

number t h e r e . I t ' s the performance-based average PDP, 

which i s proved developed producing w e l l , u l t i m a t e . What 

t h a t number i s , f o r a l l of the w e l l s t h a t have been d r i l l e d 

and placed on production t h a t have produ c t i o n h i s t o r y , I've 

p r o j e c t e d those based on h i s t o r i c a l data and p r o j e c t e d them 

i n t o the f u t u r e t o determine an average u l t i m a t e f o r those 

w e l l s of 153 m i l l i o n cubic f e e t per w e l l . This compares t o 

the v o l u m e t r i c u l t i m a t e a t 160 acres of 208 m i l l i o n cubic 

f e e t per w e l l . 
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Q. Now, because of t h i s r a t h e r l a r g e disagreement 

between you and Mr. Cox, Richardson's engineer, could you 

i d e n t i f y San Juan E x h i b i t 73 and summarize the areas of 

agreement and the areas of disagreement which you have w i t h 

Mr. Cox? 

A. Yes, based on the p r i o r hearings, we were able t o 

i d e n t i f y a l i s t of items t h a t we appear t o be i n reasonable 

agreement, i n c l u d i n g : 

The s t r u c t u r e on the top of the c o a l , or how the 

coal dips away as i t moves from west t o east, 

The coal thickness we appear t o be i n general 

agreement on, i n t h a t when you look a t the bulk volume of 

the c o a l , based on our estimate i n the Deep Lease and Deep 

Lease Extension and compare t h a t t o the estimate set f o r t h 

by Richardson, there's only about a 7-percent d i f f e r e n c e i n 

those two estimates. So ge n e r a l l y the amount of coal 

t h a t ' s t h e r e , we're i n p r e t t y good agreement on. 

The next two r e a l l y t i e together i n t h a t we're 

using a p o t e n t i o m e t r i c surface of about 5100 f e e t , which i s 

e s s e n t i a l l y the e f f e c t i v e water l e v e l t h a t would be above 

the coal t h a t defines the pressure i n the c o a l , and 

g e n e r a l l y Mr. Cox and myself agree on t h a t p o t e n t i o m e t r i c 

surface being approximately 5100 f e e t , so t h a t a t the 

m a j o r i t y of the p o i n t s across the s t r u c t u r e we agree on the 

pressures t h a t you would encounter i n the coals. 
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We agree t h a t Coal 8 and the P i c t u r e d C l i f f s 

communicate t o some extent. 

We agree on the adsorption data. And w e ' l l 

discuss t h i s a l i t t l e b i t l a t e r on, but b a s i c a l l y t h e r e are 

two adsorption p o i n t s t h a t have been measured out t h e r e , 

and Mr. Cox and I both used t h i s same adsorption data. 

And we agree g e n e r a l l y on abandonment pressures, 

although g e n e r a l l y I go t o a lower abandonment pressure, 

which i s a l i t t l e more aggressive, r e s u l t i n g i n more 

reserves, than Mr. Cox d i d . 

I n terms of areas of disagreement, the top one i s 

the most important one i n t h a t the gas content of the c o a l 

i s a f f e c t e d by whether or not you consider t h a t the c o a l i s 

s a t u r a t e d or undersaturated. And t h i s w i l l become, as we 

w i l l discuss, the most important d i f f e r e n c e t h a t we have i n 

our i n t e r p r e t a t i o n s . 

The next two r e a l l y t i e together i n t h a t the use 

of analogy w e l l s and type curves f o r the t y p i c a l expected 

w e l l performance of a coalbed methane w e l l , we g e n e r a l l y 

p r e f e r t o use w e l l s t h a t are i n the Deep Lease or Deep 

Lease Extension, whereas Mr. Cox has used w e l l s t h a t are 

some distance away from the p r o j e c t area. 

Q. Twelve t o 15 miles? 

A. Excuse me? 

Q. Twelve t o 15 miles? 
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A. Twelve t o 15 miles i n some cases, yes. 

Reserve categories we've discussed already. We 

are c a r e f u l t o c l a s s i f y our reserves, and we're not c e r t a i n 

what c l a s s i f i c a t i o n Mr. Cox's estimates are. 

And then f i n a l l y computer s i m u l a t i o n . We have 

not done a computer s i m u l a t i o n of t h i s area and don't t h i n k 

i t ' s r e a l l y appropriate or needed t o estimate reserves 

here. 

Q. Now, r e f e r r i n g back t o your E x h i b i t 2, based on 

the f i n a l column, the performance, these w e l l s are 

producing 100,000 t o 200,000 cubic f e e t of gas per w e l l . 

Would t h i s amount — j u s t t h i s amount of p r o d u c t i o n , pay 

out the costs of d r i l l i n g , completing and f r a c t u r e - t r e a t i n g 

a w e l l ? 

A. Based on the work t h a t we d i d l a s t year a t a gas 

p r i c e of about 32 0 per MCF a t the time, the break-even 

p o i n t f o r the w e l l s i n t h i s area was i n the range of 100 

m i l l i o n t o 200 m i l l i o n cubic f e e t per w e l l . 

Q. Okay. So t h a t would, i n essence, j u s t pay out 

the w e ll? No p r o f i t over and above t h a t ? 

A. I n t h a t range, yes. 

Q. I n t h a t range. Now, do o i l and gas operators 

d r i l l w e l l s merely t o recover t h e i r costs? 

A. They would not i n t e n d t o do t h a t . 

Q. They always look f o r a r e t u r n over and above 
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merely cost recovery? 

A. Yes. 

Q. That's what they hope f o r . 

Now, l e t ' s move back t o the b i g booklet and 

E x h i b i t 45, and could you very b r i e f l y go through t h i s and 

discuss what Netherland, Sewell examined i n order t o reach 

i t s conclusions? 

A. Yes, I ' l l summarize t h i s very q u i c k l y , since i t ' s 

already been submitted t o the record. But f o r the most 

p a r t , our an a l y s i s was based on quarter s e c t i o n s . Every 

160-acre block was analyzed separately and independently. 

We prepared geologic maps of the S8, the S9 

coals, as w e l l as f o r the Pic t u r e d C l i f f s . We used f o r the 

coals the a v a i l a b l e core samples and the a v a i l a b l e 

measurements of ash content and moisture content and the 

s p e c i f i c g r a v i t y , and assigned a value f o r every 160-acre 

t r a c t , based on these core samples. 

We then prepared isopach maps t h a t allowed us t o 

estimate the thickness of the coal i n each 160-acre t r a c t , 

and then we used the desorption t e s t s t h a t were run on 18 

w e l l s i n the Deep Lease and Deep Lease Extension t o 

estimate the gas content. 

And combining a l l of t h i s data, we then estimated 

the gas i n place f o r each 160-acre t r a c t . And then using 

the abandonment pressures, which we p r e v i o u s l y mentioned 
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t h a t we have general agreement on w i t h Mr. Cox, we then 

estimated the amount of t h a t gas i n place t h a t would be 

recoverable i n each 160-acre block. 

We then assign reserve categories, e i t h e r proved 

or probable, and conducted cash-flow a n a l y s i s of each 160-

acre block t o determine i f d r i l l i n g t h e r e f o r e i t h e r the 

coal or the Pi c t u r e d C l i f f s would be commercial. 

Q. Okay. Now, you mentioned the geology, and you've 

already said that with respect to the Fruitland Coal 

geology Netherland, Sewell and San Juan and Richardson all 

basically agreed on the coal thicknesses, et cetera? 

A. Now, what about — Did San Juan also look a t the 

P i c t u r e d C l i f f s formation i n t h i s area? 

A. We prepared a s t r u c t u r e and isopach map of the 

P i c t u r e d C l i f f s and the Deep Lease and the Deep Lease 

Extension. 

Q. Okay. Well, l e t ' s j u s t look a t the isopach. And 

Mr. Secretary, I'm r e f e r r i n g t o San Juan E x h i b i t 3 8 i n the 

b i g booklet. Yeah, and i t ' s the isopach map of the 

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

Just b r i e f l y , Mr. Smith, what d i d Netherland, 

Sewell's P i c t u r e d C l i f f s geology show? 

A. Well, as i n d i c a t e d on E x h i b i t 38, the l e f t 

r e c t a n g l e i s the Deep Lease and the center r e c t a n g l e i s the 

Deep Lease Extension, which are the two areas we were 
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focused on. And as shown by t h i s P i c t u r e d C l i f f isopach 

map, the P i c t u r e d C l i f f s i s e s s e n t i a l l y confined t o the 

southeast p o r t i o n of the Deep Lease Extension. 

Q. Now, there i s — the P i c t u r e d C l i f f s f o r m a t i o n 

extends over t h i s e n t i r e area, a l l of the leases, r i g h t ? 

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

Q. But as f a r as c o n t r i b u t i n g anything t o 

p r o d u c t i o n , i t would only be i n the southeast area of the 

Deep Lease Extension? 

A. We t h i n k the commercial development of the 

P i c t u r e d C l i f f s would be l i m i t e d t o the southeast area, 

t h a t ' s c o r r e c t . 

Q. So based on t h i s map, no one's going t o d r i l l a 

P i c t u r e d C l i f f s w e l l outside of t h i s f a r southeast area? 

A. Not s p e c i f i c a l l y f o r the P i c t u r e d C l i f f s . 

Q. Okay. I s the P i c t u r e d C l i f f s a lso pressure-

depleted? 

A. Yes, i t i s . 

Q. And t h a t ' s another reason not t o d r i l l a w e l l 

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

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

Q. Now, as you mentioned, your key disagreement w i t h 

Richardson's engineer i s gas content. What are the key 

f a c t o r s i n determining the gas content? 

A. There are r e a l l y two primary methods used t o 
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assess the amount of gas t h a t i s being held i n coalbed 

methane: adsorption and desorption. And i t w i l l be 

important t o understand the d i f f e r e n c e s between these two 

processes. 

The adsorption isotherm approach i s a t e s t t o 

determine the amount of methane gas t h a t can be he l d i n 

theory by a c o a l , whereas the desorption t e s t i s a t e s t 

t h a t attempts t o measure the amount of gas t h a t i s i n the 

c o a l . So i n other words, the coal i n some cases i s capable 

of h o l d i n g a l o t more methane gas than i t has. The coal 

has escaped f o r some reason, and you f i n d many coals around 

the w o r l d t h a t are undersaturated i n t h a t they a r e n 1 t 

s a t u r a t e d w i t h the f u l l amount of methane t h a t they can i n 

theory h o l d . 

And d i d San Juan take desorption t e s t s and 

measure the amount of gas i n the coal? 

A. That's c o r r e c t . Those estimates are i n d i c a t e d on 

E x h i b i t 46. 

Q. And i s E x h i b i t 46 j u s t a summary of the various 

t e s t s t h a t were taken on the w e l l s i n the Deep Lease and 

the Deep Lease Extension? 

A. That's c o r r e c t , t h i s i s a summary of each of the 

18 w e l l s t h a t had desorption t e s t s conducted on them. This 

i s an average gas content and value t h a t was obtained f o r 

each of those 18 w e l l s , spotted i n an a r e a l sense across 
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the Deep Lease and Deep Lease Extension. 

Q. And what i s the approximate range of values? 

A. The lowest value on here i s 11 cubic f e e t per 

t o n , and the highest value i s 98 cubic f e e t per t o n . 

Q. And what i s the approximate value used by Mr. Cox 

i n making h i s c a l c u l a t i o n s of gas reserves i n these leases? 

A. I b e l i e v e h i s average value was i n the 

neighborhood of 240 cubic f e e t per t o n . 

Q. So s u b s t a n t i a l l y higher than what was t e s t e d by 

San Juan? 

A. That 1s c o r r e c t . 

Q. Now, you mentioned adsorption/desorption. Let's 

t u r n t o E x h i b i t 47, and i f you can e x p l a i n t o the Secretary 

how t h a t comes i n t o play. 

A. Yes, the adsorption isotherm i s a t e s t t h a t ' s 

conducted on core samples wherein the coal i s taken t o a 

la b and crushed up and methane i s introduced t o the coal 

under pressure steps, and then the amount of gas t h a t i s 

adsorbed onto the coal has been measured, versus pressure. 

So as I mentioned, f o r the coal samples t h a t were taken, 

t h i s curve would represent the amount of methane gas t h a t 

could be he l d i n t h i s coal a t various pressure l e v e l s . 

Q. Okay. And what do the red dots show? So t h a t 

the curve i s the adsorption isotherm, t h a t shows the amount 

which could be held? 
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A. That's c o r r e c t . 

Q. And what are the red dots? 

A. The dots t o the lower side of the adsor p t i o n 

curve represent the desorption t e s t s t h a t were conducted. 

Q. Okay. So you mentioned the p o t e n t i o m e t r i c 

surface and the pressures. How do you determine gas 

content of the coal from t h i s chart? Because the p a r t i e s 

r e a l l y d i d n ' t disagree on the pressures? 

A. We d i d not disagree on the pressures, and we d i d 

not disagree on t h i s adsorption curve t h a t ' s shown on 

E x h i b i t 47. 

Q. So how do you get gas content? 

A. Yes, the approach t h a t we took i s shown on 

E x h i b i t 48, and what we've done i s , we've taken the 

des o r p t i o n data, and we've f i t a l i n e through i t t h a t we 

can use t o r e l a t e the depth t o the top of the coal t o the 

gas content t h a t would be i n d i c a t e d by the de s o r p t i o n t e s t 

— not the adsorption t e s t , but the desorption t e s t — so 

t h a t a t any p o i n t or any 160-acre block out t h e r e , i f we 

know the top of the block then we can go i n and estimate 

the gas content t h a t would roughly correspond t o t h a t t h a t 

would be obtained based on the desorption data. 

Q. And then t h a t f i n a l number i s then shown on 

E x h i b i t 50? 

A. That's c o r r e c t . 
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Q. But j u s t f l i p p i n g back t o 47 again, j u s t f o r the 

Secretary's i n f o r m a t i o n , i f you had a pressure and the coal 

a c t u a l l y held as much gas i s i t could, i f the pressure was 

3 00, then you'd go up t o 300 and then over t o the l e f t , and 

you can say the coal was hold i n g 270 standard cubic f e e t 

per t o n ; i s t h a t correct? 

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

Q. But i f you don't have t o go up t o t h a t l i n e , i f 

t h a t l i n e i s i n a p p l i c a b l e , instead you go up t o one of 

these red dots and over t o the l e f t — 

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

Q. — and you get a much lower coal gas content, 

i s n ' t t h a t — 

A. Yes. 

Q. Now, you mentioned a l l the data from the w e l l s . 

I s San Juan's E x h i b i t 74 a summary of a l l the data, of a l l 

the desorption data t h a t was taken? 

A. Yes, i t i s . 

Q. And i t j u s t summarizes the numerous t e s t s on the 

18 wells? 

A. That's c o r r e c t . There are a t o t a l of 95 separate 

coal samples t h a t were placed i n the c a n i s t e r s and analyzed 

t o determine the gas content, and E x h i b i t 74 i s a 

t a b u l a t i o n of those 95 samples and i n d i c a t e s on here the 

amount of gas t h a t was desorbed from each sample and then 
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an estimate of the gas t h a t was l o s t i n o b t a i n i n g the 

samples. 

Q. Was t h i s e x h i b i t prepared by you or under your 

supervision? 

A. Yes, i t was. 

Q. One f i n a l matter on the desorption. Do the 

numbers t h a t San Juan obtained w i t h i t s a c t u a l t e s t s 

conform t o the most recent l i t e r a t u r e on the San Juan Basin 

i n s o f a r as the desorption data goes? 

A. Published l i t e r a t u r e i n d i c a t e s t h a t the 

exp e c t a t i o n i s t h a t the San Juan Basin would be 

undersaturated because i t was deeper a t one time, a t higher 

temperature, and r a i s e d t o a shallower depth a t a lower 

temperature, and since i t can hold less gas a t the lower 

temperature, i t would then be undersaturated — 

Q. Okay. 

A. — r e l a t i v e t o i t s capacity t o ho l d gas. 

Q. And perhaps we d i d n ' t r e a l l y e x p l a i n these 

s a t u r a t e d or undersaturated, but r e f e r r i n g back t o 47, 

E x h i b i t 47, Mr. Smith, the f a c t t h a t the de s o r p t i o n 

measurements show t h a t the gas content i s below t h i s 

a d s o r p t i o n isotherm means i t ' s undersaturated; i s t h a t 

c o r r e c t ? 

A. That's c o r r e c t , i f the coal were f u l l y s a t u r a t e d , 

you would expect t h a t the desorption measurements a t any 
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pressure would correspond t o the adsorption curve. 

Q. Okay. And i s San Juan E x h i b i t 75 a copy of the 

paper t h a t you were t a l k i n g about? 

A. This i s a copy of a paper t h a t was published i n 

the AAPG B u l l e t i n i n November, 2002, t h a t i n d i c a t e s t h a t an 

area of the San Juan Basin where the Deep Lease and Deep 

Lease Extension are located — t h a t i t would be expected 

t h a t the coal would be undersaturated. 

Q. This i s j u s t a p o r t i o n of the paper t h a t ' s 

a c t u a l l y also i n the book w i t h the f u l l paper, marked as 

E x h i b i t 26 from the Commission Hearing; i s t h a t c o r r e c t ? 

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

Q. And i n looking a t t h i s , t h i s r e a l l y j u s t contains 

the summary data, j u s t t o make sure t h a t the Secretary 

knows what he's looking a t . I n l o o k i n g a t the page 2 where 

i t summarizes the various data, the area of the Basin we're 

i n i s under the Trend 2 area, i s i t not? 

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

Q. Okay. So i t gives various data, i n c l u d i n g gas 

content and e t ce t e ra , and b a s i c a l l y t h i s paper agrees w i t h 

the data t h a t you came up w i t h independently, does i t not? 

A. That's c o r r e c t , the t h i r d item down i n d i c a t e s 

t h a t i t would be expected t o be undersaturated under Trend 

2. 

Q. Okay, l e t ' s q u i c k l y go through a few remaining 
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e x h i b i t s , Mr. Smith. Let's move t o your E x h i b i t 52 next. 

A. Yes, E x h i b i t 52 i s the end r e s u l t of the 

c a l c u l a t i o n f o r each 160-acre block t h a t combines the 

pressure of t h a t block, the coal thickness of t h a t block, 

the gas content, the estimated coal d e n s i t y and the ash 

content of each block and c a l c u l a t e s the amount of gas t h a t 

i s o r i g i n a l l y i n place f o r the S8 c o a l . 

Q. Okay. Now, t h i s i s gas i n place, t h i s i s n ' t what 

you would expect t o recover from a well? 

A. That's r i g h t , t h a t ' s the gas t h a t was o r i g i n a l l y 

t h e r e before any production. 

Q. Okay. Then l e t ' s move t o your E x h i b i t 56 next, 

and could you i d e n t i f y t h a t ? 

A. Yes, E x h i b i t 56 i s an i n d i c a t i o n of the reserves 

t h a t would be expected from the 8 c o a l , the 9 c o a l and the 

P i c t u r e d C l i f f s , based on our a n a l y s i s . 

Q. Well, l e t ' s look f i r s t a t the Deep Lease. Do 

these — As an engineer, do the numbers, the reserves, the 

8 seam and the 9 seam, which hasn't been produced y e t , and 

the P i c t u r e d C l i f f s , do they j u s t i f y the d r i l l i n g of w e l l s 

i n the Deep Lease? 

A. I t would be dependent on the gas p r i c e t h a t you 

could achieve, but c e r t a i n l y those would not l i k e l y be 

a t t r a c t i v e investments f o r d r i l l e r s . 

Q. Okay. At 20 bucks an MCF a l o t of t h i n g s would 
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look more a t t r a c t i v e , wouldn't they? 

A. Yes. 

Q. Now, when you move over i n t o the Deep Lease 

Extension, there's more gas there? 

A. Yes, there i s . 

Q. But again, r e a l l y u n t i l you get t o the f a r east 

side of the Deep Lease Extension, and r e a l l y more 

p a r t i c u l a r l y on the southeast side, do there appear t o be 

commercial reserves? 

A. Those are c e r t a i n l y the b e t t e r w e l l s on the Deep 

Lease or Deep Lease Extension, and the p r o f i t a b i l i t y 

i n d i c a t o r s f o r those would c e r t a i n l y be more a t t r a c t i v e 

than the areas t o the west. 

Q. Okay. Now, your next two e x h i b i t s , Mr. Smith, we 

apparently d i d n ' t have — we don't have the blown-up copies 

of these, so they're k i n d of hard f o r the Secretary t o 

read, but could you j u s t go b r i e f l y through E x h i b i t 57 and 

58 and discuss what these show? 

A. Yeah, a t the l a s t hearing we went i n t o these i n a 

gre a t amount of d e t a i l , but they are b a s i c a l l y maps t h a t 

are not readable i n t h i s form but t h a t have p r o d u c t i o n 

p l o t s f o r the w e l l s t h a t have been d r i l l e d and a c t i v e l y 

produced i n , f i r s t of a l l , the Deep Lease on E x h i b i t 57, 

and then the Deep Lease Extension on E x h i b i t 58. 

The production graphs are the ones t h a t we've 
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used t o estimate the proved developed producing reserves 

f o r each of these w e l l s , and these two e x h i b i t s were 

prepared as an i n d i c a t o r f o r how the w e l l s t h a t had been 

d r i l l e d performed r e l a t i v e t o the v o l u m e t r i c estimates t h a t 

we have prepared. 

Q. And what does E x h i b i t 57 show? 

A. I n general, the only commercial Deep Lease 

producing w e l l i s i n Section 36, which i s the 36-3 w e l l . 

There are also t h r e e other w e l l s , I b e l i e v e , by now, t h a t 

have been d r i l l e d i n Section 36, but they are noncommercial 

c u r r e n t l y . 

Q. And t h i s shows t h a t there's no — very l i t t l e 

p r o d u c t i v e P i c t u r e d C l i f f s r e s e r v o i r i n t h i s area; i s t h a t 

c o r r e c t ? 

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

Q. And then moving on t o 58, there's the dark green 

l i n e and then the l i g h t green l i n e . I t shows t h a t t h i s i s 

an area of what, t h i c k e r coal and t h i c k e r P i c t u r e d C l i f f s 

i n t he southeast area; i s t h a t c o r r e c t ? 

A. That's r i g h t , i n the southeast area the l i g h t 

green l i n e corresponds t o the P i c t u r e d C l i f f s being g r e a t e r 

than f i v e f e e t t h i c k , and the dark green l i n e i n d i c a t e s 

t h a t the S8 coal i s greater than 16 f e e t t h i c k . This also 

corresponds t o the area where we see the best producing 

w e l l s . 
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Q. Okay, although you can — You can read i t on 

here, of course I need stronger b i f o c a l s a t t h i s p o i n t i n 

my l i f e , but i t does have estimated u l t i m a t e r e c o v e r i e s on 

some of the w e l l s i n t h i s area, does i t not? 

A. Yes, i t does. 

Q. And some of these w e l l s i n the f a r southeast 

corner of the Deep Lease Extension — 

A. Yes, you can see — 

Q. — are commercial? 

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

Q. But t h a t ' s about the only place? 

A. Yes. 

Q. Okay. One f i n a l matter, and I ' d ask you t o go 

back t o your E x h i b i t 72, Mr. Smith, and j u s t t o t r y t o get 

a comparison, perhaps — and f o r purposes of t h i s estimate, 

I ' d ask you t o assume t h a t the o i l and gas r o y a l t i e s are 

one-eighth on these leases. I t h i n k perhaps Richardson 

t e s t i f i e d t o t h a t i n the previous hearing, and the leases 

are i n the record, which would s t a t e t h e i r r o y a l t i e s . 

But f i r s t of a l l , what i s the l i f e of these 

coalbed methane wells? 

A. I t v a r i e s , depending on how good the w e l l s are, 

but g e n e r a l l y probably i n the range of f i v e t o 2 0 years. 

Q. Okay. Now, you show, you know, your average 

proved w e l l w i t h reserves of 153 MCF or 153,000 cubic f e e t . 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

189 

What type of r o y a l t y income could you expect over the l i f e 

of one of these wells? 

A. Because I can't do t h a t math very w e l l , I'm going 

t o round o f f t o another number. I f you assume t h a t the 

average w e l l was 250 m i l l i o n cubic f e e t — 

Q. Okay. 

A. — a t a very nice gas p r i c e of f o u r d o l l a r s an 

MCF, t h a t would be e s s e n t i a l l y a m i l l i o n d o l l a r s ' revenue. 

Q. Gross revenue? 

A. Gross revenue. And then w i t h the one-eighth 

r o y a l t y on top of t h a t would r e s u l t i n $125,000 of r o y a l t y . 

Q. Over the l i f e of the well? 

A. Over the l i f e , t h a t ' s c o r r e c t . 

Q. Now, you know, comparing one t h i n g , you're 

t a l k i n g about even assuming a b e t t e r w e l l than what you 

have on your E x h i b i t 72 o f , say, 250,000 cubic f e e t 

recovered from a w e l l , and i s t h i s even i n the league w i t h 

the amounts of gas l i b e r a t e d by the mine v e n t i l a t i o n system 

t h a t was discussed by Mr. Bessinger? 

A. Let me t h i n k about t h a t before I answer. I would 

say the mining process would c e r t a i n l y be a more e f f i c i e n t 

methane e x t r a c t i o n process than d r i l l i n g a w e l l . That's 

your question? 

Q. Yeah, j u s t because of the exposure of the coal 

and the f r a c t u r i n g of the c o a l ; i s t h a t c o r r e c t ? 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

190 

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

Q. So you're dea l i n g w i t h apples and oranges? 

A. That's r i g h t . 

Q. Okay. You can't compare what's v e n t i l a t e d w i t h 

what might be recovered by a conventional coalbed methane 

w e l l ? 

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

Q. Were E x h i b i t s 71 through — And f i n a l l y , the one 

f i n a l e x h i b i t , which we r e a l l y d i d n ' t go i n t o was E x h i b i t 

79 [ s i c ] , and E x h i b i t 79 i s j u s t an update of the 

pr o d u c t i o n charts t h a t you p r e v i o u s l y submitted t o the 

Commission? 

A. That•s c o r r e c t . 

Q. Were E x h i b i t s 71 through 76 prepared by you or 

under your supervision? 

A. Yes, they were. 

Q. Mr. Secretary, I ' d move the admission of San Juan 

E x h i b i t s 71 through 76. 

SECRETARY MILLS: Any objections? 

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

SECRETARY MILLS: So admitted. 

MR. BRUCE: I pass the witness. 

SECRETARY MILLS: Cross-examination? 

MR. KELLAHIN: No questions. 

SECRETARY MILLS: Do you have any f u r t h e r 
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witnesses, Mr. Ausherman? 

MR. AUSHERMAN: We do not. 

SECRETARY MILLS: Does Richardson have a case-in-

c h i e f t o put on? 

MR. CARR: No, we do not. We stand on the record 

we made before the Commission, the b r i e f s we've f i l e d and 

the arguments presented today. 

SECRETARY MILLS: Then what I ' d l i k e t o do i s 

gi v e the p a r t i e s an op p o r t u n i t y t o make any f i n a l 

arguments, and then I'm going t o ask t h a t i n the next t e n 

calendar days you prepare and submit proposed f i n d i n g s of 

f a c t and conclusions of law f o r my b e n e f i t . 

So Mr. Ausherman, whenever you're ready t o make 

your c l o s i n g statement w e ' l l hear i t . 

MR. AUSHERMAN: I ' l l make a b r i e f response t o the 

p o i n t s made t h i s morning by Mr. Carr, and then we can save 

the r e s t f o r our post-hearing s u b m i t t a l . 

The f i r s t p o i n t I ' d l i k e t o respond t o i s the 

thought t h a t the Secretary should not r e a l l y consider much 

i n t h i s proceeding, t h a t i t ' s very narrow. We s t r o n g l y 

disagree w i t h t h a t . We heard t h a t the Secretary r e a l l y 

shouldn't consider much i n t h i s hearing because i t ' s not 

important what the coal i s worth, or i t ' s not important 

t h a t i t ' s worth many m u l t i p l e s of what the gas i s worth, 

i t ' s not p a r t i c u l a r l y important t h a t the i n f i l l could cost 
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the State m i l l i o n s of d o l l a r s of r o y a l t y , and maybe you 

shouldn't consider the sa f e t y impact because MSHA has 

already done so. 

We don't agree w i t h t h a t . And i t reminds me of 

the argument t h a t we heard below, before the Commission, 

which was, the Commission shouldn't consider the waste of 

co a l , the Commission shouldn't consider conservation of a l l 

mi n e r a l resources, the Commission shouldn't consider the 

p u b l i c i n t e r e s t , and we don't agree w i t h t h a t . 

We t h i n k t h a t the time i s now. There comes a 

p o i n t where a l l of these matters need t o be considered and 

considered i n the context of due regard f o r the 

conservation of a l l mineral resources. And we appreciate 

the Secretary accepting t h i s review. I t ' s a de novo 

review. Section 26 s p e c i f i c a l l y provides f o r t h a t and 

provides f o r the i n t r o d u c t i o n of a d d i t i o n a l evidence t o 

consider conservation of a l l resources, gas and c o a l , and 

t o consider not only the th i n g s t h a t have been considered 

before, but the t h i n g s t h a t c l e a r l y have not been. 

And some of the t h i n g s t h a t have not been 

considered before i s the value of co a l . Not been 

considered before, the conservation of co a l . The p u b l i c 

i n t e r e s t has not been considered before. 

I n order t o do those t h i n g s , you need t o engage 

i n a r e l a t i v e l y broad i n q u i r y because of the standard set 
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f o r t h i n the s t a t u t e . The standard set f o r t h i n the 

s t a t u t e i s t o give due regard t o the conservation of the 

State's o i l , gas and mineral resources. 

And i n order t o do t h a t , you need t o consider the 

comparative value of coa l . You need t o consider the f a c t 

t h a t the gas resource i s r e l a t i v e l y marginal. You can't 

leave i t t o others t o do t h a t . 

An example of why you can't leave i t t o the 

Commission, f o r example, t o do t h a t , other than the f a c t 

t h a t t h i s i s a de novo review from the Commission d e c i s i o n , 

i s t h a t i f you were t o look a t Paragraph 22 of the 

Commission's Order, i t provides on the l e v e l of comparing 

the economics of coal and gas, i f Richardson i s w i l l i n g t o 

accept the r i s k , the A p p l i c a t i o n should be approved. 

We would submit t h a t t h a t i s not the l e v e l of 

a n a l y s i s t h a t ' s appropriate f o r the Secretary. The 

Secretary needs t o compare the coal t h a t Richardson could 

be d e s t r o y i n g , compared t o the value of the gas t h a t 

Richardson could be e x t r a c t i n g , and engage i n a more 

r e a l i s t i c comparison than simply d e f e r r i n g t o Mr. 

Richardson and whether he's w i l l i n g t o take the r i s k . 

So I disagree w i t h Mr. Carr t h a t t h i s i s a narrow 

i n q u i r y . I agree t h a t the basis of the i n q u i r y i s the 

p u b l i c i n t e r e s t , but t h a t includes a l o t t h a t hasn't been 

considered t o date. 
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I also disagree t h a t t h i s i s a r e g u l a t o r y morass 

and t h a t the Secretary j u s t shouldn't or i s somehow 

incapable of going here. That's j u s t not r i g h t . 

The BLM issues are before the BLM. The BLM d i d 

not address whether or not i n f i l l w e l l s should be granted. 

That's the issue here. 

Conversely, as the Commission has recognized, you 

should not address the p r i o r i t y issues before the BLM. 

That's not a matter t h a t i s before you. 

And by the same token, we do not i n t e n d t o plow 

the same ground w i t h MSHA. The MSHA s i t u a t i o n presents the 

Secretary w i t h a choice. The MSHA s i t u a t i o n i s a given 

t h a t we need t o bypass co a l . The question i s — I f we 

don't reach buyout the question i s , i s i t i n the p u b l i c 

i n t e r e s t t o r e q u i r e t h a t when the coal t h a t ' s being 

bypassed i s worth so much more than the gas t h a t ' s causing 

the bypass? 

And the other t h i n g t h a t we are asking you t o 

consider i s two new developments t h a t happened since the 

Commission heard t h i s . 

The f i r s t one i s t h a t we heard the concerns of 

the Commission t h a t i t would be b e t t e r i f both resources 

could be produced, i t would be b e t t e r i f you could consider 

some s o r t of m u l t i p l e mineral development arrangement. And 

toward t h a t end we are t r y i n g t o come up w i t h a way t h a t we 
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can make gas a v a i l a b l e a t the surface t o the producers so 

t h a t i t ' s not j u s t vented but i t could be, i f the gas i s 

t h e r e , captured. 

I was su r p r i s e d , I guess, by the response t o t h a t 

today. I t h i n k i t takes l o o k i n g a g i f t horse i n the mouth 

t o a new dimension. We are w i l l i n g t o take the gas from 

our degassing operations, b r i n g i t t o the surface a t no 

charge t o Mr. Richardson, and make i t a v a i l a b l e t h e r e t o 

him, i n l i e u of h i s need t o recomplete or d r i l l new CBM 

w e l l s . Now, i f the gas i s a v a i l a b l e and the f e a s i b i l i t y i s 

t h e r e , then the arrangement w i l l work. And i f the gas i s 

not a v a i l a b l e , then the coalbed methane w e l l s would not be 

a f e a s i b l e way of g e t t i n g i t t o the surface. 

And what we've heard from Mr. Smith i s t h a t 

there's a s i g n i f i c a n t chance t h a t i n some p a r t s of t h i s 

area the gas i s not going t o be a v a i l a b l e , because i t ' s 

j u s t not i n the reserves. I n those places where i t i s , we 

hope we could recover i t . 

And the second t h i n g t h a t we would hope you would 

consider i s our proposal t o t r y t o break through the logjam 

w i t h some form of nonbinding mediation t o al l o w f o r a sho r t 

p e r i o d before you decide the matter i n order f o r p a r t i e s t o 

submit t o mediation and come back a t t h a t p o i n t i n time, i f 

the mediation hasn't resolved i t , t o make the d e c i s i o n . 

We're not asking t o defer your d e c i s i o n 
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whatsoever t o a mediator, we're j u s t asking t h a t i t ' s i n 

the p u b l i c i n t e r e s t t o allow t h a t o p p o r t u n i t y t o proceed 

before you render your d e c i s i o n . 

MR. BRUCE: Mr. M i l l s , j u s t one t h i n g , and t h i s 

w i l l take 20 seconds. Since we j u s t saw the Dugan l e t t e r 

t o the Secretary, I would p o i n t out t h a t Dugan recognizes 

t h a t the i n f i l l order approved by the D i v i s i o n allows the 

d r i l l i n g of two a d d i t i o n a l F r u i t l a n d Coal w e l l s i n each 

s e c t i o n . The r e s u l t of f u l l development i s e i g h t w e l l s i n 

each s e c t i o n , f o u r P i c t u r e d C l i f f s and fou r F r u i t l a n d Coal 

w e l l s . 

This c o n t r a d i c t s Mr. Carr's opening where he sa i d 

nobody's going t o do t h a t . Obviously, Mr. Dugan i s 

t h i n k i n g of doing t h a t . At t h i s time no one does have any 

more than f o u r F r u i t l a n d Coal/Pictured C l i f f s w e l l s i n the 

s e c t i o n , but the r e s u l t i s an incremental increase of fo u r 

per s e c t i o n , and we t h i n k t h a t does have a severe e f f e c t on 

the mine. Thank you. 

SECRETARY MILLS: Thank you. 

Mr. Carr? 

MR. CARR: May i t please the Secretary, I ' d l i k e 

t o respond b r i e f l y t o c e r t a i n t h i n g s t h a t were s a i d and 

provide j u s t a very b r i e f c l o s i n g . 

SECRETARY MILLS: Go ahead. 

MR. CARR: I t h i n k Mr. Ausherman misstates my 
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e a r l i e r comments. I d i d not say you should not consider 

much. What I sai d was, you should stay w i t h i n your 

j u r i s d i c t i o n and you should not go s a i l i n g f o r t h i n t o areas 

t h a t have been reserved by s t a t u t e i n a r e g u l a t o r y 

framework t o other agencies. 

What I was t r y i n g t o say was simply, remember 

t h a t you're not j u s t empowered by the Creator w i t h a r i g h t 

t o s a i l f o r t h i n t o the world and do good. Maybe t h a t would 

be a good idea, but t h a t ' s not where we are here. 

And when you approach these issues you've got t o 

look a t the s t a t u t e . And of course i t says you're t o look 

a t a l l mineral resources. But what you're charged w i t h 

doing i s l o o k i n g a t a p a r t i c u l a r order and determining i f 

t h a t order, w i t h i n the circumstances of t h i s case — 

whether t h a t order i n those circumstances contravenes the 

p u b l i c i n t e r e s t . 

I f you l i s t e n t o San Juan, i t sounds l i k e t h i s 

Order of the O i l Conservation Commission, an Order t h a t 

w i l l r e s u l t i n two a d d i t i o n a l w e l l s being d r i l l e d i n the 

mine d i s t r i c t by recompletions i n an area where they 

already have 70 w e l l s — i t sounds l i k e the O i l 

Commission's d e c i s i o n i s going t o destroy t h e i r mining 

e f f o r t . 

Look a t t h a t Order. I t ' s the Order they ask you 

t o set aside. A l l i t says i s , i n f i l l d r i l l i n g should be 
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approved and t h a t those w e l l s would be e f f i c i e n t and 

economic. That's the Order t h a t San Juan says here 

contravenes the p u b l i c i n t e r e s t . 

And a t the same time, w h i l e they're a t t a c k i n g 

i n f i l l d r i l l i n g , we have learned i n the l a s t few days t h a t 

t h ey're proposing t o d r i l l . I'm so r r y they t h i n k we're 

suspicious or l o o k i n g a g i f t horse i n the mouth. I t may 

have been a g o o d - w i l l e f f o r t . I t r a i s e s issues, important 

issues, t h a t don't sound here. They go before the O i l 

Conservation Commission. 

I f t h a t i s again saying you shouldn't consider 

anything, I r e a l l y t h i n k whether you d r i l l a h o r i z o n t a l 

w e l l and whether you have t o f r a c i t or not and whether you 

get anything out of t h a t i s r e a l l y something f o r t h e 

engineers a t the OCD. 

I' d be a l i t t l e more enthused about i t being good 

w i l l , i f i t wasn't presented f i v e days before a hearing and 

i f t he good instead of j u s t coming t o us over the l a s t many 

years, I t h i n k i t would be more valuable t o us i f , i n f a c t , 

they s a i d we're going t o produce gas and w e ' l l make i t 

a v a i l a b l e t o you, instead of saying w e ' l l g i v e i t t o you i f 

we have any, i n a context where they also suggest they may 

do other t h i n g s , mix i t w i t h n i t r o g e n , I don't know, but 

render i t r e a l l y of very l i t t l e economic value t o us. 

But the l e t t e r does do something, as I po i n t e d 
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out t h i s morning, very important. I t admits you need 

a d d i t i o n a l w e l l s t o remove the gas before they d r i l l . 

That's Richardson's proposal. I guess t h a t ' s t h e i r 

proposal. And i n t h i s context the OCC's Order i s n ' t i n 

co n t r a v e n t i o n , i t ' s i n agreement w i t h what they're saying. 

And i t c e r t a i n l y doesn't i n t h a t circumstance contravene 

the p u b l i c order. 

I t seems t o me t h a t the l e t t e r they have 

presented today c o n f l i c t s w i t h the p o s i t i o n t hey're t a k i n g 

before you. They say don't allow i n f i l l d r i l l i n g , but we 

want t o d r i l l . I t h i n k t h a t ' s a c o n f l i c t . 

I f we a l l agree there needs t o be d r i l l i n g t o 

degas before mining, then I submit t o you testimony on 

economics, on reserves, on saf e t y become less and less 

important t o you and more and more important t o the OCD and 

MSHA, because the issue f o r you i s an order t h a t says w e l l s 

should be d r i l l e d . I f we agree on t h a t , then the whole 

t h r u s t of t h i s t h i n g s h i f t s elsewhere: t o the OCD, how t o 

d r i l l ; t o MSHA, how t o do i t s a f e l y . And we're l e f t w i t h a 

p o s i t i o n t h a t we a l l agree w i t h , c o n s i s t e n t w i t h what the 

BLM has sa i d : Produce them both. 

I don't t h i n k you produce them both by s h u t t i n g 

us down and l e t t i n g them produce gas t h a t we own, t h a t they 

do not. I t h i n k you say, Negotiate. But I don't t h i n k you 

order us t o go back i n t o mediation. 
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We've been i n a r b i t r a t i o n because the problem i s , 

they recommend i t be nonbinding, and we can't get t h e r e 

because you can l i s t e n t o t h e i r witnesses — today you can 

l i s t e n , our p o s i t i o n — and we j u s t don't come close on 

un d e r l y i n g value. 

But t h a t i s n ' t the issue before you. The issue 

i s , does the order t h a t says i n f i l l w e l l s should be d r i l l e d 

v i o l a t e the p u b l i c i n t e r e s t ? They i n t h e i r l e t t e r suggest 

d r i l l i n g i s needed. We say d r i l l i n g i s needed, the OCD has 

found what we have proposed as e f f i c i e n t and economic, and 

we submit i n t h i s circumstance you cannot f i n d the p u b l i c 

i n t e r e s t has been contravened. 

SECRETARY MILLS: Thank you. The deadline f o r 

s u b m i t t i n g the proposed f i n d i n g s of f a c t and conclusions of 

law would be the 20th of February, Thursday. 

MR. CARR: I'm so r r y , d i d you say February 20th? 

SECRETARY MILLS: Yes. 

I'm lo o k i n g a t the Dugan Production l e t t e r which 

we had e a r l i e r i n d i c a t e d we were i n c l i n e d t o admit as 

p u b l i c comment. I f there's no o b j e c t i o n , we w i l l admit i t 

as p u b l i c comment and l a b e l i t PC-1. 

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

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

SECRETARY MILLS: And as per the o r i g i n a l Order 

issued, we reserve the r i g h t t o ask the p a r t i e s t o respond 
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t o any a d d i t i o n a l questions t h a t may a s s i s t us i n rendering 

a d e c i s i o n i n t h i s matter. 

I want t o thank everybody f o r b r i e f i n g the issues 

so w e l l and arguing them so w e l l . 

And w i t h t h a t , we w i l l adjourn the hearing today. 

Thank you. 

(Thereupon, these proceedings were concluded a t 

4:10 p.m.) 

* * * 
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