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This matter came on f o r hearing before the Sew -
ro r -

Mexico O i l Conservation D i v i s i o n , DAVID R. CATANACH, 

Hearing Examiner, on Thursday, June 27th, 2002, a t the New 

Mexico Energy, Minerals and Natural Resources Department, 

1220 South Saint Francis Drive, Room 102, Santa Fe, New 

Mexico, Steven T. Brenner, C e r t i f i e d Court Reporter No. 7 

f o r the State of New Mexico. 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

1:53 p.m.: 

EXAMINER CATANACH: A l l r i g h t , a t t h i s time w e ' l l 

c a l l Case 12,875, the A p p l i c a t i o n of Texakoma O i l and Gas 

Corporation f o r an unorthodox coal gas w e l l l o c a t i o n , San 

Juan County, New Mexico. 

C a l l f o r appearances i n t h i s case. 

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

re p r e s e n t i n g the A p p l i c a n t . I have one witness. 

MR. OWEN: Mr. Examiner, Paul Owen of the Santa 

Fe law f i r m of Montgomery and Andrews, appearing on behalf 

of Dugan Production Company; Maralex Resources, I n c . ; and 

SG I n t e r e s t s . I have one witness i n t h i s matter. 

EXAMINER CATANACH: A l l r i g h t , can the two 

witnesses please stand t o be sworn in? 

(Thereupon, the witnesses were sworn.) 

BRADLEY W. SALZMAN. 

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

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

DIRECT EXAMINATION 

BY MR. BRUCE: 

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

A. Bradley W i l l i a m Salzman. 

Q. And where do you reside? 

A. Farmington, New Mexico. 

STEVEN T. BRENNER, CCR 
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Q. What i s your r e l a t i o n s h i p t o Texakoma i n t h i s 

matter? 

A. I'm a consul t a n t , and I handle a l l t h e i r 

o perations i n the San Juan Basin. 

Q. By t r a i n i n g are you an engineer? 

A. Yes, s i r . 

Q. A petroleum engineer? 

A. Yes, s i r . 

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

Di v i s i o n ? 

A. Yes, I have. 

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

engineer accepted as a matter of record? 

A. Yes, they were. 

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

i n v o l v e d i n t h i s A p p l i c a t i o n ? 

A. Yes, I am. 

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

as an expert petroleum engineer. 

EXAMINER CATANACH: Any obj e c t i o n ? 

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

EXAMINER CATANACH: Mr. Salzman i s so q u a l i f i e d . 

Q. (By Mr. Bruce) Could you r e f e r t o Texakoma's 

E x h i b i t 1 and discuss b r i e f l y why Texakoma de s i r e s the o f f -

p a t t e r n c o a l gas loc a t i o 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 

7 

A. Yeah, t h i s i s an isopach map of the F r u i t l a n d 

Coal south of Farmington. I f you n o t i c e on here on the 

l e f t - h a n d side, Section 16 i s the proposed l o c a t i o n . 

That's the Black H i l l s 16 Number 1. The standard p a t t e r n 

l o c a t i o n would be a southwest spot. We've got i t proposed 

i n the southeast q u a r t e r . I f you take a look a t the net 

isopach t h e r e , we've got a maximum of about 27 f e e t of 

c o a l , f o r the most p a r t , i n t h i s area. 

What t h i s map shows i s the c o a l p e n e t r a t i o n s , the 

cum t o date and the present production r a t e . I f you 

n o t i c e , from east t o west the coal tends t o t h i n , and the 

pro d u c t i o n i s worse as you go from east t o west. 

Q. Now lo o k i n g a t t h i s Section 16, there's r e a l l y no 

d i f f e r e n c e i n the coal thickness i n Section 16, i s there? 

A. No, s i r . 

Q. Okay. I t looks l i k e i n t h i s area i t trends from 

the southwest up t o the northeast but p r e t t y much a l l t h a t 

Section 16 i s i n the 25-foot contour l i n e ? 

A. Right. 

Q. But l o o k i n g a t t h i s — and w e ' l l get t o the 

ye l l o w l i n e i n a minute — does produ c t i o n appear t o be 

b e t t e r t o the east, immediately o f f s e t t i n g t o the east, 

than i t does t o the west? 

A. Yes. 

Q. And there's a couple of key w e l l s I ' d l i k e you t o 

STEVEN T. BRENNER, CCR 
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look a t here, Mr. Salzman. Just south of the proposed 

l o c a t i o n there's a note t h a t says " O f f s e t Producing Well". 

That's a r e l a t i v e l y recent Maralex w e l l , i s i t not? 

A. Yes, s i r . 

Q. And t h a t appears t o be a decent w e l l ? 

A. Yes. 

Q. But over t o the west, i n the northeast q u a r t e r of 

Section 22, there's a F r u i t l a n d Coal w e l l t h e r e i n the 

northeast q u a r t e r . I s t h a t a good well? 

A. No, i t ' s not. 

Q. And then there's a bunch of others t h a t are 

marked o f f t o the west w i t h "NP" f o r nonproducing i n the 

F r u i t l a n d Coal? 

A. Right. 

Q. So i t appears t h a t as you move t o the west of 

your proposed l o c a t i o n the q u a l i t y of p r o d u c t i o n drops o f f 

s u b s t a n t i a l l y ? 

A. Yes, and I b e l i e v e the nonproducing w e l l s would 

be uneconomic a t t h i s p o i n t . 

Q. Okay. Now, there's a yellow o u t l i n e . What does 

t h a t i n d i c a t e ? 

A. The yellow l i n e i n d i c a t e s a contour of a 

cumulative recovery, and what the engineers i n Dallas have 

done i s taken the cum t o date and then f i v e years a t the 

present producing r a t e , and given t h a t a cum, j u s t so i t ' s 
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a nonbias approach t o an u l t i m a t e recovery. This y e l l o w 

l i n e denotes the half-BCF l i n e . And as you can see, 

regardless of coal thickness and regardless of t h i s isopach 

map, you b a s i c a l l y have a north-south t r e n d here w i t h a 

h a l f BCF. 

Q. So on the l e f t yellow l i n e e v e r y t h i n g t o the 

r i g h t of t h a t l i n e , and then on the r i g h t side of the map 

ev e r y t h i n g t o the l e f t of the yellow l i n e i s g r e a t e r than 

or equal t o a h a l f BCF? 

A. Yes, s i r . 

Q. And again, they're t a k i n g cum plus f i v e years a t 

the c u r r e n t , assuming the w e l l i s going t o produce a t a 

c u r r e n t rate? 

A. Yes. 

Q. So once again, t h a t i n d i c a t e s t h a t i t would be 

b e t t e r t o be i n the southeast quarter of Section 16? 

A. Yes, i t would. 

Q. Now, w i t h respect t o the w e l l s i n t h i s area, do 

they produce water out there? 

A. Yes, they do. N a t u r a l l y i n any coal w e l l you get 

a higher water r a t e a t f i r s t , and then t h a t d e c l i n e s , your 

gas r a t e comes out as the formation i s dewatered and the 

coal i s desorbed. 

Q. Okay. Now, the w e l l i n the northeast q u a r t e r of 

Section 21, the Maralex w e l l , I suppose Maralex could say 

STEVEN T. BRENNER, CCR 
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t h a t , w e l l , Texakoma d r i l l s t h i s w e l l and Texakoma w i l l 

b e n e f i t from the dewatering t h a t Maralex has done. That 

could be a statement they could make? 

A. That could be, yes. 

Q. What i s your o p i n i o n of t h a t and how the Texakoma 

w e l l might a f f e c t the Maralex well? 

A. Anecdotal evidence — i n Texakoma's o p e r a t i o n t o 

the n o r t h i n the La Plata area, we were i n here t h r e e years 

ago, and Coleman O i l and Gas proposed a w e l l very s i m i l a r 

t o t h i s on the f l a n k of the Basin. They were proposing a 

nonstandard l o c a t i o n j u s t t o the n o r t h of us — 

Q. So Texakoma had a standard l o c a t i o n and Coleman 

was proposing — 

A. Right. 

Q. — an o f f - p a t t e r n l o c a t i o n ? 

A. And they were — I t was e x a c t l y the same setup as 

f a r as the southeast and the northwest — or southeast and 

the northeast q u a r t e r s . We found t h a t a f t e r they d r i l l e d 

t h a t w e l l , i t helped us out i n our dewatering process, and 

i t sped up the i n c l i n e and the desor p t i o n process by about 

t h r e e years. The u l t i m a t e recovery i n both w e l l s i s going 

t o be b e t t e r , due t o the f a c t t h a t t h e i r w e l l was d r i l l e d 

i n the nonstandard p a t t e r n . 

Q. When you went t o the hearing, a t approximately 

what r a t e was the Texakoma w e l l producing? 

STEVEN T. BRENNER, CCR 
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A. The Texakoma w e l l a t t h a t p o i n t , a t the hearing, 

was 200 MCF a day. 

Q. And a f t e r the Coleman w e l l was d r i l l e d and t h e r e 

was some a d d i t i o n a l dewatering, d i d t h a t producing r a t e 

increase? 

A. Yes, i t d i d . 

Q. To what rate? 

A. To about 600 MCF a day a f t e r nine months of 

pr o d u c t i o n i n t h e i r w e l l . 

Q. Okay. 

A. I t ' s accelerated — We were expecting a peak of 

6700 MCF a day i n three t o fou r years. But t h a t 

a ccelerated the production and the dewatering process on 

our w e l l and a c t u a l l y increased the net present value of 

t h a t w e l l . 

Q. Okay. And of course, because the Coleman was 

d r i l l e d , t h a t w e l l was approved by the D i v i s i o n ? 

A. Right, r i g h t . 

Q. Now, the w e l l we're t a l k i n g about, the Texakoma 

w e l l i s the — what, the La Plata 33-2 we l l ? 

A. Yes, s i r . 

Q. And t h a t ' s i n Township 32 North, Range 13 West — 

A. Yes. 

Q. — I b e l i e v e — 

A. Yes. 

STEVEN T. BRENNER, CCR 
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Q. — i n Section 33? 

A. That's r i g h t . 

Q. And then the Coleman w e l l , what's the name of 

t h a t w e l l ? 

A. I t was the Steward Com Number 1, S-t-e-w-a-r-d. 

Q. So even though the Maralex w e l l could p o s s i b l y 

have dewatered a p a r t of Section 16, you would f u r t h e r 

dewater the whole area and b e n e f i t both wells? 

A. Yes, and any o f f s e t w e l l , f o r t h a t matter. 

Q. So f o r instance, i f somebody d r i l l e d over i n the 

southwest quarter of Section 15, although t h e r e i s a 

nonproducing w e l l t h e r e a t t h i s p o i n t , t h a t could b e n e f i t 

t h a t w e l l ? 

A. Yes, i t could. Yes, i t could. 

Q. Now, E x h i b i t IA, i s t h a t simply a p r o d u c t i o n p l a t 

w i t h a d d i t i o n a l d e t a i l on d r i l l i n g dates, e t cetera? 

A. Yes, d r i l l i n g dates, c u r r e n t r a t e s and whether 

th e y ' r e producing or not. 

Q. Okay, i t doesn't cover q u i t e as much area as 

E x h i b i t 1? 

A. No, i t ' s j u s t another — d i f f e r e n t form of 

p r e s e n t a t i o n of the same i n f o r m a t i o n t h a t ' s on E x h i b i t 1. 

Q. Now l e t ' s t u r n t o E x h i b i t 2, which i s the Form 

C-102 f o r the w e l l . Now, f i r s t o f f , i n l o o k i n g a t the w e l l 

l o c a t i o n , j u s t from a footage basis, i g n o r i n g the q u a r t e r -

STEVEN T. BRENNER, CCR 
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s e c t i o n requirements of the pool r u l e s , t h i s would be a 

standard footage o f f the s e c t i o n l i n e s , would i t not? 

A. Yes, i t would. 

Q. And i t appears here t h a t t h e r e are two d i f f e r e n t 

— and these are, I b e l i e v e , State of New Mexico leases 

involved? 

A. Yes, they are. 

Q. I s the surface of Section 16, i s t h a t s t a t e land? 

A. No, t h a t ' s Navajo. 

Q. Okay. Has i t been d i f f i c u l t — I s i t d i f f i c u l t 

t o get r i g h t s of way from the Navajo Tribe? 

A. Yes, i t i s . 

Q. Now — 

A. Well, i t ' s d i f f i c u l t and i t ' s time-consuming and 

a lengthy process. 

Q. Okay, so you j u s t can't go out and get one i n a 

couple of weeks' — 

A. No, s i r . 

Q. — time, l i k e you can w i t h the State Land O f f i c e ? 

A. No, s i r . 

Q. Has i t taken months or even years i n the past? 

A. I wouldn't say years, but the g r e a t e r p o r t i o n of 

a year, months and months, yes. 

Q. Now, drawn on t h i s map i s a l i t t l e p i p e l i n e . 

There i s a p i p e l i n e t h a t cuts through the southeast 

STEVEN T. BRENNER, CCR 
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southeast of Section 16, i s th e r e not? 

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

Q. And since the w e l l would be on t h a t lease, even 

though — r a t h e r than having t o cross d i f f e r e n t lease 

l i n e s , which may be time-consuming, you'd have the r i g h t , 

since the w e l l i s on t h a t lease, t o j u s t l a y a l i n e t o t h a t 

p i p e l i n e ? 

A. Yes, t h a t would be on-lease c o n s t r u c t i o n , we 

could c o n s t r u c t the p i p e l i n e immediately f o l l o w i n g t e s t i n g 

of t h e w e l l . 

Q. So you wouldn't have t o worry about having a w e l l 

i n the southwest quart e r , d r i l l i n g i t and w a i t i n g s i x , 

e i g h t , t e n , twelve months t o hook i t up — 

A. That's e x a c t l y r i g h t . 

Q. — which adversely a f f e c t s economics? 

A. Yes. 

Q. Now, E x h i b i t 3, Mr. Salzman, does t h a t simply 

e x h i b i t the o f f s e t operatorship of the proposed w e l l ? 

A. Yes, i t does. 

Q. And a l l of these p a r t i e s were n o t i f i e d of the 

hearing, were they not? 

A. Yes. 

Q. And E x h i b i t 3A i s simply my a f f i d a v i t of n o t i c e . 

I n your op i n i o n , i s the g r a n t i n g of Texakoma's 

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

STEVEN T. BRENNER, CCR 
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p r e v e n t i o n of waste? 

A. Yes, i t i s . 

Q. And were E x h i b i t s 1 through 3A prepared by you, 

under your s u p e r v i s i o n or compiled from company business 

records? 

A. Yes, they were. 

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

of E x h i b i t s 1 through 3A. 

EXAMINER CATANACH: Any obj e c t i o n ? 

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

EXAMINER CATANACH: E x h i b i t s 1 through 3A w i l l 

be admitted as evidence. 

Mr. Owen? 

MR. OWEN: May I have j u s t a minute, Mr. 

Examiner? 

EXAMINER CATANACH: C e r t a i n l y . 

MR. OWEN: Thank you. 

(Off the record) 

CROSS-EXAMINATION 

BY MR. OWEN: 

Q. Mr. Williams, my name i s Paul Owen. I'm 

rep r e s e n t i n g the p a r t i e s you heard me i n d i c a t e e a r l i e r . 

This w e l l , t h i s o f f - p a t t e r n l o c a t i o n i s not 

nec e s s i t a t e d by topographic reasons, i s i t ? 

A. Yes, i n some instances i t i s . We've got the wash 

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 

16 

t h a t runs j u s t — as a matter of f a c t , we've staked t h i s 

w e l l about 80 f e e t south of the wash. 

To get n o r t h any more, we would have t o — the 

wash runs — I f you take a look a t E x h i b i t Number 2, the 

wash runs about 100 f e e t n o r t h of t h a t l o c a t i o n , and 

anywhere else i n Section 16 we would have t o cross t h a t 

wash and probably add $40,000 t o the p i p e l i n e cost, as w e l l 

as c r o s s i n g any lease l i n e s . 

Q. So i t would be — 

A. That's another economic issue, yes. 

Q. I t would be d e t r i m e n t a l t o be i n the wash? 

A. Oh, i t sure would. 

Q. Okay. 

A. Or across the wash, j u s t because of the p i p e l i n e 

costs g e t t i n g back t o our t i e - i n . 

Q. But you wouldn't want t o l o c a t e t h i s w e l l i n the 

wash? 

A. Locate i t i n the wash? 

Q. Right. 

A. No. 

Q. Okay. Did you b r i n g a topo map? 

A. No, I d i d n ' t . 

Q. Okay. This i s n ' t a recompletion of a deeper 

w e l l , i s i t ? 

A. No, s i r . 
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Q. I t ' s not an i n t e n t i o n a l l y deviated h o r i z o n t a l 

w e l l b o r e , i s i t ? 

A. No. 

Q. And your p o s i t i o n i s t h a t geologic j u s t i f i c a t i o n 

f o r t h i s o f f - p a t t e r n l o c a t i o n i s t h a t you're g e t t i n g c l o s e r 

t o the p r o d u c t i v e area of the F r u i t l a n d Coal; i s t h a t 

r i g h t ? 

A. Yes, i f we would put i t i n the southwest q u a r t e r 

t h a t may be an uneconomic w e l l and, you know, not g i v e 

Texakoma an o p p o r t u n i t y t o produce t h e i r f a i r and e q u i t a b l e 

share of the gas under t h e i r lease. 

Q. Now, your w e l l v a l u a t i o n i s based on cum 

p r o d u c t i o n over the l a s t f i v e years; i s t h a t r i g h t ? 

A. No, s i r , t h i s yellow l i n e — I s t h i s what you're 

r e f e r r i n g to? 

Q. Correct. 

A. A l l t h i s i s i s j u s t a r e p r e s e n t a t i o n of the 

b e t t e r w e l l s . And t h i s half-BCF isocum p r o d u c t i o n l i n e was 

c a l c u l a t e d based on cum t o date, plus f i v e years a t c u r r e n t 

p r o d u c t i o n . 

Q. So you're determining i f a w e l l i s a b e t t e r 

w e l l — 

A. Correct. 

Q. — based on whether i t has produced .5 BCF over 

the l a s t f i v e years, r i g h t ? Or b e t t e r ? 
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A. Not over the l a s t f i v e years, t h i s i s a 

p r o j e c t e d — 

Q. A p r o j e c t e d r a t e . 

A. — cumulative. 

Q. So some of these are newer wells? 

A. Oh, these — Yes. 

Q. Did you do any p r o j e c t i o n s f o r any newer w e l l s 

west of t h a t l i n e ? 

A. Anything west — 

Q. Right. 

A. — of t h i s l i n e ? No, I d i d n ' t . 

Q. You i n d i c a t e d t h a t t h a t w e l l i n the northeast 

q u a r t e r of Section 8 has an i n d i c a t i o n "NP". What does 

t h a t mean? 

A. No production. 

Q. Have you checked the records t o see i f t h a t w e l l 

has produced r e c e n t l y ? 

A. No, I haven't. 

Q. Do you know when t h a t w e l l was completed? 

A. Do you know how long i t took the operator of t h a t 

w e l l t o get a r i g h t of way? 

A. No, I don't. 

Q. Do you know why these w e l l s over i n 18 and 2 0 

have not produced? 

A. I t ' s poorer pay q u a l i t y , i n my o p i n i o n . 
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Q. There's less coal? 

A. No, there's no less c o a l . However, i f you take a 

look a t the micrologs — I have micrologs on j u s t about a l l 

the w e l l s out here — i t w i l l show a d e f i n i t e t r e n d , 

regardless of t h i s coal thickness, a d e f i n i t e t r e n d where a 

m i c r o l o g can show an increase i n p e r m e a b i l i t y . Those 

micrologs also s u b s t a n t i a t e t h i s p r o d u c t i v e c a p a c i t y 

decreasing from east t o west. And i f you take a look a t 

t h e micrologs on any of those w e l l s , i t ' s going t o show you 

a l a c k of p e r m e a b i l i t y . 

Q. Okay. Now, you t a l k e d about t h i s Coleman w e l l . 

Are you f a m i l i a r w i t h the proposed changes t o the Basin 

F r u i t l a n d Coal Gas Pool? 

A. Yes. 

Q. Are you aware t h a t under — i f those changes are 

accepted by the D i v i s i o n , t h a t w e l l s such as t h i s 

p a r t i c u l a r w e l l w i l l be allowed? 

A. Yes. 

Q. So under t h a t new — i f t h a t new r u l e i s adopted, 

t h a t b e n e f i c i a l e f f e c t which you i n d i c a t e d t h i s w e l l might 

have, based on the Coleman w e l l , would happen anyway, 

r i g h t ? 

A. Yes, i t would. 

Q. Okay. Do you have a lease e x p i r a t i o n or some 

problem w i t h t h i s well? 
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A. No, we don't. 

Q. Do you know i f any of the operators i n the 

surrounding areas, e s p e c i a l l y w i t h regard t o the w e l l s i n 

8, 18 and 20, have had any t r o u b l e g e t t i n g r i g h t of ways 

f o r t h e i r wells? 

A. 8 — Section 8 of 26-13? 

Q. Section 18 and Section 20? 

A. No, I'm not aware of t h e i r dealings w i t h r i g h t of 

ways, no. 

Q. Okay. I want t o go back t o your analogy t o t h a t 

Coleman w e l l s i t u a t i o n . 

A. Uh-huh. 

Q. I f you have an o f f s e t t i n g w e l l t h a t ' s producing, 

both w e l l s are going t o b e n e f i t by t h a t dewatering process; 

i s t h a t your testimony? 

A. Yes, they can. 

MR. OWEN: Okay, t h a t ' s a l l t h a t I have f o r t h i s 

witness r i g h t now. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Okay. I n r e t r o s p e c t , Mr. Salzman, I take i t t h a t 

you're now happy w i t h the de c i s i o n I made i n the Coleman 

case? 

(Laughter) 

A. Yes, s i r . That was your d e c i s i o n wasn't i t ? 
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Q. I do remember t h a t . 

MR. ROE: I ' d be more i n t e r e s t e d i f he was happy 

a t the time. 

Q. (By Examiner Catanach) Okay. F i r s t of a l l , the 

wash t h a t you're t a l k i n g about, where i s t h a t located? 

Does t h a t run east t o west or... 

A. Yeah, the wash b a s i c a l l y runs — t h i s i s n ' t even 

a good enough q u a l i t y t o submit as an e x h i b i t , but t h e was 

b a s i c a l l y runs from northwest t o southeast i n t h a t s e c t i o n , 

i n Section 16. 

Q. Northwest t o southeast. So i f you were t o l o c a t e 

a w e l l i n the southwest quar t e r , how i s t h a t going t o 

a f f e c t t h a t ? 

A. Well, t h a t would give us about 3000 f e e t more of 

a p i p e l i n e and add about $40,000 t o the cost. However, I 

t h i n k the main reason t h a t we want t o get i n t o the 

southeast q u a r t e r i s t h a t the pro d u c t i v e c a p a c i t y of these 

w e l l s lessens as you go from east t o west. 

Q. But the wash doesn't have anything w i t h the — 

A. No, the wash doesn't have anything t o do w i t h 

t h a t . Locating i t f a r t h e r n o r t h i n the southeast q u a r t e r , 

you know, we would get n o r t h of t h a t wash, and t h a t would 

tremendously increase the p i p e l i n e cost. 

Q. Okay. So I mean, i t r e a l l y i s n ' t a t o p o g r a p h i c a l 

issue. You're r e a l l y t a l k i n g about a d d i t i o n a l p i p e l i n e 
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costs i f you d r i l l i n the southwest quarter? 

A. Right. 

Q. As I understand i t , what you d i d on E x h i b i t 

Number 1, you took the cumulative p r o d u c t i o n from a l l of 

these w e l l s i n t h i s area t o date? 

A. Yeah, the cum on an i n d i v i d u a l basis, on an 

i n d i v i d u a l w e l l basis, the cum t o date plu s f i v e years 

present p r o d u c t i o n , j u s t t o get a nonbiased r e p r e s e n t a t i o n 

of where the b e t t e r w e l l s are. 

Q. Uh-huh. 

A. You know, you would expect, i f the c o a l q u a l i t y 

was the same, t h a t your best w e l l s would be i n the t h i c k e s t 

p a r t of the r e s e r v o i r . However, t h a t ' s not the case. 

Q. Okay. 

A. You've got 2 5-foot contour down here i n Section 

17, and these w e l l s aren't as good a producers as the ones 

t o the east. The micrologs on these w e l l s show t h a t same 

t h i n g t o the lack of p e r m e a b i l i t y as you go from east t o 

west. 

Q. Okay, I n o t i c e on your map, you d i d n ' t i n c l u d e 

any a d d i t i o n a l l i n e s t h a t show how much t h i s decreases as 

you move t o the west. What are the — Some of these w e l l s 

t o the west of t h i s yellow l i n e , what are the r e c o v e r i e s of 

some of those wells? 

MR. BRUCE: Mr. Examiner, i f I could — and I 
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only have one of these; maybe I can j u s t show i t t o you, 

and Mr. Salzman has had a look a t i t , but i t does go from 

less than 5 BCF, r e a l l y b a s i c a l l y t o the west of t h a t l i n e 

i s l e ss than 5 — you know — 

THE WITNESS: Or a h a l f a BCF. 

MR. BRUCE: Less than a h a l f a BCF. And I can 

leave t h a t w i t h you. 

Q. (By Examiner Catanach) Okay, but we've got no 

l i n e s mapped t o the west of th e r e , t o the west of your 

proposed well? 

A. Correct. 

Q. Okay. I mean, does i t g r a d u a l l y taper o f f as you 

move east? I mean — 

A. Well, the coal w e l l s t h a t are t o the west of 

th e r e , they're not producing and haven't produced and may 

not produce. Are any of those w e l l s Dugan's? I'm not 

sure. But I don't know i f they ever w i l l produce. 

Q. Now, were a l l these w e l l s d r i l l e d approximately 

the same time? 

A. No, they've been d r i l l e d over the years. That's 

why I wanted t o give i t , you know, present cum plus f i v e — 

or the cum t o date, plus f i v e years of present p r o d u c t i o n 

r a t e , k i n d of as an equalizer i n t h a t a n a l y s i s . 

Q. Do you know i f some of the w e l l s t o the west of 

here — are they newer w e l l s or are they s t i l l dewatering 
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or — I mean, d i d you take any of t h a t i n t o account? 

A. I don't t h i n k they're producing. 

MR. BRUCE: Mr. Examiner, E x h i b i t IA does have 

some of the dates the w e l l s were d r i l l e d . 

Q. (By Examiner Catanach) Okay. So you're saying 

g e n e r a l l y the w e l l s t o the west of t h a t y e l l o w l i n e are not 

producing. Do you know — You don't know why the y ' r e not 

producing? 

A. The logs show poor pay q u a l i t y . And I would 

expect t h a t they're probably noncommercial p r o d u c t i o n t o 

the west. 

Q. And you're a t t r i b u t i n g t h a t t o the presence of 

f r a c t u r e s — or t o the nonpresence of f r a c t u r e s i n t h a t 

area? 

A. Yes, and t h a t ' s what the micrologs i n d i c a t e . 

Q. And d i d you b r i n g any of t h a t evidence, Mr. 

Salzman? 

A. We don't have i t as an e x h i b i t , but I have the 

micrologs and we can submit those l a t e r . 

MR. BRUCE: I don't know what presentable form 

t h e y ' r e i n , but — 

EXAMINER CATANACH: I was t h i n k i n g maybe i f you 

could summarize something from the — you don't have t o 

submit — I don't know what form t h a t data i s i n , but i f 

you want t o — 
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MR. BRUCE: I t wasn't on a cr o s s - s e c t i o n form, so 

i t ' s — There are some i n d i v i d u a l logs, I b e l i e v e — 

THE WITNESS: Yes. 

MR. BRUCE: — Mr. Salzman? 

MR. OWEN: I suggest i t would be ap p r o p r i a t e t o 

prepare a cross - s e c t i o n and present i t a t the next Examiner 

Hearing. 

MR. BRUCE: I disagree. I mean, Mr. Salzman can 

perhaps get a couple logs and we can show those. I don' t 

t h i n k there's any requirement f o r a cr o s s - s e c t i o n t o be 

presented. 

EXAMINER CATANACH: Let's do t h a t . I t h i n k i f 

you've got those present w i t h you, l e t ' s — 

MR. BRUCE: Okay. 

EXAMINER CATANACH: — get i t out and we can deal 

w i t h i t now. 

MR. OWEN: Mr. Examiner, I'm not c l e a r t h a t t h a t 

a d d i t i o n a l e x h i b i t which Mr. Bruce handed t o you and I 

looked a t was o f f e r e d i n t o evidence or not. 

EXAMINER CATANACH: I don't b e l i e v e i t was. 

MR. BRUCE: I t wasn't. 

EXAMINER CATANACH: Mr. Bruce, can we — 

subsequent t o t h i s hearing, can we get some a d d i t i o n a l 

copies of t h i s and — 

MR. BRUCE: Oh, sure. 
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EXAMINER CATANACH: — and enter them as 

e x h i b i t s ? I s t h a t what you p r e f e r t o do? 

MR. BRUCE: Why don't I mark t h a t ? Mr. Examiner, 

I would mark i t E x h i b i t 4 and tender i t i n t o evidence, and 

I ' l l p i c k i t up a f t e r the hearing and have copies made f o r 

everyone. 

EXAMINER CATANACH: Any o b j e c t i o n , Mr. Owen? 

MR. OWEN: Not as long as t h i s e x h i b i t was 

prepared by or under the d i r e c t i o n and s u p e r v i s i o n of t h i s 

p a r t i c u l a r witness. 

Q. (By Examiner Catanach) I s t h a t the case, Mr. 

Salzman? 

A. Yes. 

EXAMINER CATANACH: Okay, E x h i b i t 4 w i l l be 

admitted as evidence. 

MR. OWEN: Mr. Examiner, I'm not q u i t e sure where 

we are. Are we w a i t i n g f o r a d d i t i o n a l testimony from t h i s 

witness? 

EXAMINER CATANACH: Right. I understand they 

have some of t h e i r logs here. They're going t o present 

some — 

MR. OWEN: Okay. 

EXAMINER CATANACH: — so we can cross-examine. 

MR. OWEN: Do you mind i f my witness takes a look 

a t t h i s a d d i t i o n a l e x h i b i t ? 
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(Off the record) 

MR. BRUCE: Mr. Examiner, the witnesses might 

have t o congregate around your t a b l e , unless the D i v i s i o n 

— W i l l a copy machine handle some t h a t size? 

EXAMINER CATANACH: I don't b e l i e v e i t w i l l , 

although I'm not sure. I don't t h i n k so. 

MR. BRUCE: I guess I have t o go back t o Kinko's. 

Mr. Examiner, maybe i t would be easier i f we come i n f r o n t 

of your t a b l e and Mr. Salzman can show what we have here, 

and Mr. Owen and Mr. Roe could come up al s o . 

MR. OWEN: I t h i n k t h a t would be easier f o r now. 

I ' d r a t h e r not delay the hearing. 

MR. BRUCE: Mr. Examiner, I've handed you what's 

been marked Texakoma E x h i b i t s 5 and 6, and I ' l l ask Mr. 

Salzman a few questions. 

REDIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Mr. Salzman, E x h i b i t 5, i s t h a t t he — 

A. This i s the Maralex w e l l , j u s t t o the south of 

our proposed l o c a t i o n . 

A. I n Section — the northeast q u a r t e r of 21? 

A. 21. 

Q. And then E x h i b i t 6 i s the w e l l i n the northeast 

q u a r t e r of Section — 

A. — Section 22. Or Section 20, I'm s o r r y . 
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Q. Section 20. 

A. Yes, s i r . 

Q. And could you j u s t b r i e f l y i t e m i z e t h i s log? 

A. Yeah, what we're showing here i s the m i c r o l o g , 

which i s a r e p r e s e n t a t i o n of the p e r m e a b i l i t y . Let's j u s t 

s w i t c h these around so we're going west. And as you can 

see, going i n t h i s d i r e c t i o n — and t h i s i s r i g h t here a t 

the — you know, a t the place t h a t we're t a l k i n g about, 

you've got your b e t t e r p e r m e a b i l i t y here — 

Q. I n the Maralex? 

A. — i n the Maralex w e l l . As you go i n t o Section 

20, t h a t c o a l — the thickness i s b a s i c a l l y the same, 22 

versus 27 f e e t , but your p e r m e a b i l i t y i s b a s i c a l l y 

decreasing i n t h a t d i r e c t i o n . 

This w e l l p r e s e n t l y makes 227 MCF a day — 

Q. The Section 21 w e l l . 

A. — and the Section 20 w e l l makes about 70 MCF a 

day. 

And you know, t h i s i s a r e p r e s e n t a t i o n of water. 

And b a s i c a l l y coal thickness i s — you know, i t ' s the same 

i n both of these w e l l s , but i t ' s j u s t the development i n 

t h a t m i c r o f r a c t u r e system t h a t d i c t a t e s t h a t p r o d u c t i v e 

c a p a c i t y . 

Q. Were E x h i b i t s 5 and 6 compiled from company 

business records? 
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A. Yes, s i r . 

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

of E x h i b i t s 5 and 6. 

EXAMINER CATANACH: Mr. Owen, any o b j e c t i o n ? 

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

EXAMINER CATANACH: E x h i b i t s 5 and 6 w i l l be 

admitted as evidence. 

MR. OWEN: Mr. Bruce, are you done? 

MR. BRUCE: Go ahead. 

EXAMINER CATANACH: I was going t o ask you, Mr. 

Owen, i f you want some time t o cross-examine on the basis 

of these e x h i b i t s ? 

MR. OWEN: On these p a r t i c u l a r e x h i b i t s , yes, I 

would appreciate t h a t time, Mr. Examiner. 

EXAMINER CATANACH: A l l r i g h t . 

RECROSS-EXAMINATION 

BY MR. OWEN: 

Q. A l l r i g h t , Mr. Salzman, are micrologs t y p i c a l l y 

run on F r u i t l a n d Coal w e l l s i n t h i s area? 

A. Texakoma runs a microlog on every w e l l we d r i l l , 

yes. 

Q. How many w e l l s do you have? 

A. Over 50 i n the San Juan Basin a t t h i s p o i n t . 

Q. How many do you have, say, i n the 36 sec t i o n s 

around t h i s p a r t i c u l a r w e l l l o c a t i o n ? 
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A. We have the Black H i l l s Number 1, which i s i n 

Township 25 North, about s i x miles t o the south. 

Q. How many w e l l s do you have on E x h i b i t Number 1? 

A. There's none. 

Q. You don't have any w e l l s a t a l l on E x h i b i t Number 

1? 

A. No. 

Q. Do you know i f other operators i n t h e area run 

micrologs? 

A. Maralex does, yes. 

Q. Do you know about any others? 

A. No. No, I'm not f a m i l i a r w i t h t h e i r p r a c t i c e s . 

Q. Okay. Are you aware of any micrologs f o r any 

other w e l l s represented on E x h i b i t Number 1? 

A. No. 

Q. Do you know what s t i m u l a t i o n e f f o r t s have been 

made on t h a t w e l l i n Section 22? 

MR. ROE: Section 20. 

Q. (By Mr. Owen) I n Section 20, pardon me. 

A. No, I don't. 

Q. Who's the operator of t h a t w ell? 

A. I n Section 20 there's two w e l l s . Which w e l l ? 

Q. The w e l l t h a t ' s represented on one of those logs 

t h a t you sponsored i n the northwest — the northeast 

q u a r t e r . 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

31 

A. That's a Maralex w e l l , I b e l i e v e , i n the 

northwest, or — 

Q. I s t h a t an SG well? 

A. I'm not sure. 

Q. Okay. 

A. I t 1 s on the heading t h e r e . 

Q. Okay. What s t i m u l a t i o n does Texakoma pl a n t o run 

i n t h i s proposed well? 

A. I f we get the — you know, 26 f e e t of c o a l , w e ' l l 

probably run a c r o s s - l i n k e d g e l system w i t h , you know, 

upwards of 150,000 pounds of 20-40 sand. We'll use a sand-

wedge chemical because of the low bottomhole pressures, a 

sand-wedge or e q u i v a l e n t , depending on what company pumps 

i t , t h a t tends t o make your sand s t i c k t o g e t h e r . 

We've found t h a t the c r o s s - l i n k e d g e l jobs have 

given us the best productive p o t e n t i a l and the best f r a c 

jobs on them. 

Q. What's the purpose of t h i s p a r t i c u l a r s t i m u l a t i o n 

procedure? 

A. The purpose? 

Q. Yeah. 

A. I t ' s t o increase the n a t u r a l p e r m e a b i l i t y . 

Q. And were these micrologs taken before or a f t e r 

s t i m u l a t i o n , do you know? 

A. Those are open-hole logs t h a t were taken before. 
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Q. They were taken before? 

A. Yes. 

Q. Do you know what e f f e c t the s t i m u l a t i o n had on 

any of the w e l l s t h a t are represented on E x h i b i t Number 1? 

A. Any s t i m u l a t i o n w i l l increase t h e i r p r o d u c t i v e 

c a p a c i t y , and I would expect t h a t a l l these F r u i t l a n d Coal 

w e l l s have been s t i m u l a t e d as f a r as a h y d r a u l i c f r a c j o b . 

Q. Do you know i f the n a t u r a l p e r m e a b i l i t y of the 

f o r m a t i o n increases or decreases as you t r e n d west on the 

map represented on E x h i b i t Number 1? 

A. As we t r e n d west the p e r m e a b i l i t y decreases. 

Q. And t h a t ' s based on these two micrologs t h a t you 

presented today; i s t h a t c o r r e c t ? 

A. That i s a r e p r e s e n t a t i o n . I've looked a t more 

and don't have them w i t h me. 

Q. You have more micrologs i n t h i s area? 

A. I don't have them p e r s o n a l l y . They're i n Dallas 

a t Texakoma's o f f i c e , yes. 

Q. What operators performed those — d r i l l e d the 

w e l l s t h a t those micrologs are associated with? 

A. I'm not sure. 

Q. You don't have anything today t o show the 

Examiner t h a t the p e r m e a b i l i t y g e n e r a l l y decreases as you 

t r e n d westward, do you? 

A. Other than those two, no. 

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 

33 

Q. Other than those two? You don't know what e f f e c t 

any s t i m u l a t i o n on the w e l l i n Section 2 0 had, do you? 

A. The e f f e c t would be t o increase the p r o d u c t i o n , 

yes. 

Q. You don't know how much i t increased t h a t 

p r o d u c t i o n , do you? 

A. B a s i c a l l y , t h a t w e l l , as an unstimulated w e l l , 

w i l l be nonproductive. So i n Section 2 0 I would say t h a t 

the s t i m u l a t i o n would have given i t a 250-, 3-MCF-a-day 

increase. 

Q. And you don't know whether the operator considers 

t h a t an adequate or an inadequate s t i m u l a t i o n , do you? 

A. No, I don't because a l l operators are d i f f e r e n t 

as f a r as what•s adequate and what's not. 

Q. And you don't know i f t h a t operator has plans t o 

r e - s t i m u l a t e the w e l l , do you? 

A. No. 

Q. By what f a c t o r does the p e r m e a b i l i t y decrease 

from the southeast quarter of Section 16 t o the southwest 

q u a r t e r of Section 16? 

A. Well, i f your microlog d e f l e c t i o n s are an 

i n d i c a t i o n of p e r m e a b i l i t y i n a d i r e c t l i n e a r r e l a t i o n s h i p , 

i t would be about three times. 

Q. And so as we t r e n d eastward from t h e r e , we would 

expect every h a l f s e c t i o n t o show a f a c t o r - o f - t h r e e 
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increase i n p e r m e a b i l i t y and a corresponding increase i n 

p r o d u c t i v i t y i n wells? 

A. No, I couldn't say t h a t . I mean, i n the general 

area t h a t we're l o o k i n g a t , not t o p r o j e c t t h a t one or two 

or t h r e e s e c t i o n s , I couldn't do t h a t . 

Q. Well, you're p r o j e c t i n g t h i s about s i x sections 

on p r o d u c t i o n , r i g h t ? 

A. No, I'm — 

Q. On E x h i b i t — 

A. — I'm p r o j e c t i n g the microlog r e p r e s e n t a t i o n 

about 4500 f e e t . 

Q. You're p r o j e c t i n g the good well/bad w e l l 

d e f i n i t i o n across about s i x sections here, aren't you? 

A. But t h a t i s based on prod u c t i o n , not the 

micrologs. 

Q. But you're saying t h a t the increase i n pr o d u c t i o n 

i s due t o increased p e r m e a b i l i t y , r i g h t ? 

A. Yes. 

Q. And the only evidence you have of increased 

p e r m e a b i l i t y i s these two micrologs, r i g h t ? 

A. Yes, t h a t we're going t o submit. 

Q. And you don't know i f p e r m e a b i l i t y a c t u a l l y 

g e n e r a l l y increases as you t r e n d eastward, do you? 

A. No. 

MR. OWEN: Okay, t h a t ' s a l l I have. 
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EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Salzman, i n Section 16 you r e a l l y don't have 

a l o t of data p o i n t s t o the west of your proposed l o c a t i o n . 

I s i t p o s s i b l e t h a t t h a t yellow l i n e could extend f u r t h e r 

westward from there? 

A. Yes, i t could. 

Q. You j u s t don't know a t t h i s p o i n t ? 

A. No. 

Q. So the southwest quarter a c t u a l l y may be r i g h t a t 

t h a t l i n e or on the other side? 

A. I t could be, but based on — you know, based on 

the logs t o the south of i t — i t ' s the two c l o s e s t logs 

t h a t I have — you would expect t h a t t h a t would — t h a t 

p r o d u c t i o n i n the southwest quarter would be l e s s . 

Q. Okay. Have you been in v o l v e d , Mr. Salzman, w i t h 

the discussions i n the San Juan Basin on the i n f i l l 

d r i l l i n g — 

A. Yes. 

Q. — i n the F r u i t l a n d Coal? 

I don't know what's going t o happen w i t h t h a t 

case, but do you have an speculation on what w i l l 

u l t i m a t e l y happen w i t h the i n f i l l case? I mean, i s t h e r e a 

l o t of support by the operators f o r i n f i l l d r i l l i n g ? 

A. Oh, yes, e s p e c i a l l y — and i t a p p l i e s t o t h i s 
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case also — e s p e c i a l l y i n the areas where we don't — 

we're out of the f r a c t u r e fairway and out of the 

overpressured zone, i n the areas of poorer q u a l i t y c o a l . 

32 0 — We're not d r a i n i n g 320, and I t h i n k t h a t ' s 

an accepted f a c t by the work t h a t Amoco and B u r l i n g t o n and 

everybody has done. 

To b o l s t e r t h a t theory, you know, going back — 

t h a t ' s why I brought the Steward Com deal up. You know, 

t h a t r e a l l y helped us out de-watering t h a t a r e a l l y w i t h a 

denser w e l l spacing. So you know, i n t h a t case, i t d i d n ' t 

not only h u r t us, i t helped us. And t h i s w e l l here could, 

i f economically pro d u c t i v e , help both the w e l l s i n Section 

15 and 21. 

Q. So t h i s w e l l i s out of the f a i r w a y , what's 

normally — 

A. D e f i n i t e l y . 

Q. I t would be — 

A. This i s r e l a t i v e l y poor q u a l i t y c o a l . 

EXAMINER CATANACH: Okay, I t h i n k t h a t ' s a l l we 

have. 

Anything else of t h i s witness? 

MR. OWEN: No. 

MR. BRUCE: I don't t h i n k I have anything 

f u r t h e r . 

EXAMINER CATANACH: Okay. 
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MR. OWEN: Mr. Examiner, I c a l l Mr. John roe. 

JOHN D. ROE. JR., 

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. OWEN: 

Q. Please t e l l us your f u l l name. 

A. My name i s John Dale Roe, J r . 

Q. Where do you l i v e ? 

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

Q. Who do you work f o r ? 

A. I am the engineering manager f o r Dugan Production 

Corp. 

Q. What do you do f o r Dugan? 

A. I do many t h i n g s , but p r i m a r i l y the r e g u l a t o r y 

issues. My o f f i c i a l t i t l e i s engineering manager. 

P e r m i t t i n g , designing of equipment and casing — any of our 

operations t h a t r e q u i r e engineering i n p u t . I'm one of f i v e 

petroleum engineers a t Dugan Production, so I don't do i t 

a l l , but I d i r e c t the engineering e f f o r t . 

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

D i v i s i o n ? 

A. Yes, I have. 

Q. At the time of t h a t testimony, were your 

c r e d e n t i a l s as a petroleum engineer accepted and made a 
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matter of record? 

A. Yes, they were. 

Q. Are you f a m i l i a r w i t h the A p p l i c a t i o n f i l e d i n 

t h i s case? 

A. Yes, I am. 

Q. Were you present d u r i n g the testimony of Mr. Brad 

Salzman? 

A. Yes. 

Q. Are you f a m i l i a r w i t h the s t a t u s of the lands i n 

t h i s s u b j e c t area? 

A. Yes, I am. 

Q. Are you f a m i l i a r w i t h the c h a r a c t e r i s t i c s of the 

co a l gas s t r a t a i n t o which Texakoma proposes t o d r i l l a 

w e l l ? 

A. Yes, I am. 

Q. Have you been involved i n the o p e r a t i o n of any 

coal gas w e l l s i n the area? 

A. Yes, I have. 

Q. Why don't you summarize t h a t involvement, please? 

A. Okay, Dugan Production, i n the area t h a t we're 

t a l k i n g about, which i s b a s i c a l l y most of Section 26 North, 

13 west — i t would not include the f i r s t row of sections 

i n t h a t township and range, but i t would i n c l u d e the 

balance of the sections — w i t h i n t h a t area Dugan 

Production has got — we've d r i l l e d 12 — or 15 w e l l s and 
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we have one l o c a t i o n , a l l F r u i t l a n d Coal w e l l s . 

Q. And have you per s o n a l l y been i n v o l v e d i n the 

engineering aspects of those wells? 

A. Yes, I have. 

Q. Have you been involved i n the engineering aspects 

of other F r u i t l a n d Coal w e l l s i n the San Juan Basin? 

A. Yes. 

MR. OWEN: Mr. Examiner, I ' d tender Mr. Roe as an 

expert witness i n petroleum engineering. 

EXAMINER CATANACH: Mr. Roe i s so q u a l i f i e d . 

Q. (By Mr. Owen) Mr. Roe, can you b r i e f l y t e l l me 

why Dugan has pr o t e s t e d Texakoma's A p p l i c a t i o n i n t h i s 

case? 

A. Just a bottom-line summary i s , I agree w i t h Mr. 

Salzman's assessment t h a t a w e l l i n the southeast q u a r t e r 

of Section 16 would accelerate the pr o d u c t i o n a c t i v i t y i n 

the F r u i t l a n d Coal Reservoir. And Dugan Production's 

primary o b j e c t i o n t o t h a t a t t h i s time i s , t h a t i s being 

done w i t h an exception t o e x i s t i n g pool r u l e s which would 

— do p r o h i b i t a w e l l i n the southeast q u a r t e r of Section 

16 w i t h o u t an exception t o the pool r u l e s . 

And the primary reason f o r my — Dugan 

Production's o b j e c t i o n i s , Dugan Production has the 

leasehold i n t e r e s t comprising the n o r t h h a l f of Section 22. 

We have staked an approved APD t o d r i l l a w e l l i n the 
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northeast q u a r t e r of Section 22, and i f Texakoma i s allowed 

t o d r i l l a w e l l i n the southeast quarter of Section 16 I 

f i r m l y b e l i e v e t h a t Dugan i s going t o be i n a p o s i t i o n t h a t 

w i l l almost immediately need t o d r i l l a p r o t e c t i v e w e l l i n 

the northwest quarter of Section 22. 

For us t h a t p o t e n t i a l l y could be a second w e l l i f 

we've already d r i l l e d our Paul Revere Number 93. U n t i l the 

pool r u l e s are amended, i t would r e q u i r e — I'm sure 

Dugan's process would be j u s t l i k e Texakoma: We would 

i n i t i a l l y ask f o r an a d m i n i s t r a t i v e approval f o r an o f f -

p a t t e r n i n f i l l w e l l . But i f t h e r e was any reason t h a t a 

hearing was r e q u i r e d , we would be here again d e a l i n g w i t h 

an o f f - p a t t e r n l o c a t i o n , and t h i s time a second w e l l i n a 

320-acre standard p r o r a t i o n u n i t . 

We are not opposed t o i n f i l l d r i l l i n g , we 

s t r o n g l y support t h a t . We've been an advocate of 160-acre 

spacing since pool r u l e s were i n i t i a l l y discussed f o r the 

F r u i t l a n d Coal. Dugan Production p a r t i c i p a t e d i n the 

i n i t i a l pool r u l e s hearing as strong advocates f o r 160-acre 

spacing, p a r t i c u l a r l y i n t h i s area, because as Mr. Salzman 

t e s t i f i e d , t h i s i s not one of the b e t t e r areas, i t ' s not 

the F r u i t l a n d Coal t h a t you hear a l o t of t a l k about. We 

f i r m l y b e l i e v e 160 acres i s the ap p r o p r i a t e spacing f o r 

t h i s area. 

But c u r r e n t l y the spacing i s not 160. Spacing i s 
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320, and the pool r u l e s r e q u i r e northeast southwest. 

Q. I s Texakoma1s proposed w e l l an i n f i l l w e l l ? 

A. No, t h i s w i l l be the i n i t i a l w e l l on t h e i r 

spacing u n i t . 

Q. A l l r i g h t . Let's go ahead and t u r n t o Dugan 

E x h i b i t Number 1. Can you e x p l a i n t h a t e x h i b i t , please? 

A. Okay. Well, what I presented i s E x h i b i t 1, and I 

might mention t h a t I prepared a l l of these e x h i b i t s , but 

the e x h i b i t s r e f l e c t i n p u t from Maralex and SG. So 

b a s i c a l l y a l l of the i n f o r m a t i o n on here i s not n e c e s s a r i l y 

Dugan, i t ' s i n f o r m a t i o n I've compiled from a j o i n t e f f o r t 

w i t h the engineering managers of a l l t h r e e companies. 

E x h i b i t 1 i s nothing more than a c o l o r copy of 

what was included i n Texakoma's o r i g i n a l request f o r 

a d m i n i s t r a t i v e a p p l i c a t i o n dated A p r i l 30th. I've taken 

t h a t map and added some i n f o r m a t i o n t o i t . F i r s t , I 

o u t l i n e d i n blue Dugan Production's leasehold i n t e r e s t . 

And w i t h i n these 3 0 sections, Dugan Production has 

approximately 63 00 acres of leasehold i n t e r e s t . And as 

I've already i n d i c a t e d , we have t o date d r i l l e d 15 w e l l s 

and have an approved APD t o d r i l l Well Number 16. 

Ou t l i n e d i n green i s a s i m i l a r p r e s e n t a t i o n of 

leasehold i n t e r e s t s c u r r e n t l y held by Maralex or SG, or 

j o i n t l y by the two companies. I n most of the w e l l s there's 

a shared i n t e r e s t i n the w e l l s by SG and Maralex. 
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Q. Now, i t looks l i k e Section 16 i s o u t l i n e d i n 

green, but t h a t ' s not held by e i t h e r SG or Maralex, i s i t ? 

A. No, t h a t i s c o r r e c t . I t ' s my understanding 

Section 16 i s owned by Texakoma, and the reason i t looks 

t h a t way i s , t h a t ' s j u s t one of the boundaries f o r the 

Maralex acreage or Dugan acreage t h a t also borders Section 

16. 

Q. What's the pink l i n e ? 

A. Okay, the pink l i n e would be j u s t n o t h i n g more 

than me t r a c i n g a l i n e from the northeast q u a r t e r of 

Section 9 t o the southwest quarter of Section 21, which was 

described as a l i n e t h a t would d e f i n e the western edge of 

economic p r o d u c t i v i t y . This i s described by Texakoma i n 

t h e i r request f o r a d m i n i s t r a t i v e f o r an o f f - p a t t e r n 

l o c a t i o n . 

Q. I s t h a t set f o r t h i n Dugan's E x h i b i t Number 2, 

t h a t statement? 

A. Yes, our E x h i b i t Number 2 i s nothing more than 

j u s t a copy of t h e i r A p r i l 3 0th l e t t e r , and i n the t h i r d 

paragraph t h e r e they describe the basis f o r me drawing t h a t 

l i n e . And — 

Q. Can you read t h a t basis f o r the Examiner, please, 

so he can f i n d i t ? 

A. Okay, the paragraph t h a t s t a r t s w i t h " E x h i b i t 

A..." and s t a r t i n g the second sentence down, t h e y ' r e 
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t a l k i n g about th e r e being "...seven w e l l s o u t s i d e and t o 

the west of a production t r e n d l i n e running from the 

northeast corner of Section 9 t o the southwest corner of 

Section 21 are not..." — he's t a l k i n g seven w e l l s ; f o u r of 

them are not producing, and there's t h r e e t h a t are 

producing 100 MCF a day or less where thereby t h i s d e f ines 

"...the west edge of economic produ c t i o n i n the F r u i t l a n d 

Coal i n t h i s area." 

Q. I s i t your understanding t h a t a t the time 

Texakoma made i t s a d m i n i s t r a t i v e a p p l i c a t i o n i n t h i s case, 

t h a t t h a t was i t s basis f o r i t s request f o r t h i s o f f -

p a t t e r n w e l l ? 

A. Yes. 

Q. A l l r i g h t . Did you draw t h i s p ink l i n e on 

E x h i b i t Number 1? 

A. Yes, I d i d . 

Q. E x h i b i t Number 1 has a Texakoma header on i t . 

Why i s t h a t ? 

A. Well, again, i t was t h e i r map t h a t was used as 

E x h i b i t A i n t h e i r A p r i l 3 0th a p p l i c a t i o n , and r a t h e r than 

generate an a d d i t i o n a l map t o t r y t o t e l l — provide some 

expl a n a t i o n on some of the w e l l s on the map, I d i d n ' t get 

permission from Texakoma, but I took the l i b e r t y t o copy 

t h e i r map, because i t i s a map t h a t I want t o have some 

f u r t h e r d iscussion about. 

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 

44 

Q. A l l r i g h t , based on your knowledge and e x p e r t i s e 

and your review of the data i n t h i s case, i s i t your 

o p i n i o n t h a t t h a t pink l i n e t h a t Texakoma i n d i c a t e s t h a t 

represents the western edge of economic p r o d u c t i o n , i n f a c t 

represents the western edge of economic production? 

A. No, I do not share t h a t o p i n i o n . 

Q. Why not? 

A. Well, I t h i n k i t ' s based on some data t h a t i s not 

c u r r e n t or should not be used t o draw those conclusions. 

There are w e l l s t o the west of t h a t lone t h a t have been 

used as evidence of n o n p r o d u c t i v i t y by v i r t u e of them being 

shut i n or low r a t e , and I have i n f o r m a t i o n on a l l seven of 

those w e l l s t h a t t e l l s me t h a t there's explanations f o r 

t h e i r e i t h e r being shut i n or low r a t e , other than t h a t the 

w e l l s are producing as good as the can from the F r u i t l a n d 

Coal. I n no case i s t h a t what I b e l i e v e t o be the 

circumstance. 

Q. A l l r i g h t , keeping E x h i b i t Number 1 i n f r o n t of 

you, why don't you t u r n t o E x h i b i t Number 3 and e x p l a i n 

t h a t e x h i b i t f o r me? 

A. Okay, E x h i b i t Number 3 i s nothing more than — 

I've taken the 34 w e l l s , F r u i t l a n d Coal w e l l s , and again 

these are a l l j u s t F r u i t l a n d Coal completions. I f you look 

a t the map presented by Texakoma, th e r e are l o t s of 

wellbores on t h a t , but t h i s i s also r i g h t i n the h e a r t of 
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the West Bisti-Lower Gallup U n i t , which Dugan Production 

a l s o operates, and so a l o t of the wellbores on t h i s map 

t h a t I'm p r e s e n t i n g as E x h i b i t 1 are F r u i t l a n d Coal w e l l s . 

And so on Dugan*s E x h i b i t 3, we're j u s t l o o k i n g a t 

F r u i t l a n d Coal w e l l s . 

I've k i n d of d i v i d e d the w e l l s i n t o two groups, 

one t h a t would be what I c a l l the immediate area of 

i n t e r e s t , and those are a t the top p a r t of the t a b u l a t i o n . 

And t h a t would be b a s i c a l l y a summary of the 12 w e l l s t h a t 

are e i t h e r w i t h i n Section 16 or sections adjacent t o 

Section 16. So a t o t a l of nine sections are presented i n 

the upper p a r t . 

And what I showed on t h i s i s a l i s t i n g of the 

date t h a t these w e l l s were completed and the date t h a t the 

w e l l s f i r s t produced i n t o a p i p e l i n e . And as you've 

already heard, t h i s i s an area t h a t many w e l l s — there's 

long times between completion date and f i r s t p r o d u c t i o n . 

And as a r u l e , i t ' s t y p i c a l l y a r e s u l t of g e t t i n g p i p e l i n e 

r i g h t of ways across the surface t h a t p r e t t y much i s 

c o n t r o l l e d by the — This i s r i g h t i n the h e a r t of the 

Navajo I n d i a n I r r i g a t i o n P r o j e c t . And even though i n 

Texakoma's case they're d e a l i n g w i t h s t a t e minerals, most 

of Dugan's acreage i s f e d e r a l minerals. The surface has 

been severed, and any time t h a t happens you always have a 

problem w i t h the surface owner i n g e t t i n g p i p e l i n e r i g h t of 
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ways. 

Q. A l l r i g h t . Now, how many — I n the w e l l s t h a t 

are i n the upper p a r t of t h i s E x h i b i t Number 3, how many of 

those w e l l s are t o the west of t h i s pink l i n e on E x h i b i t 

Number 1? 

A. Of the w e l l s l i s t e d , there's s i x w e l l s t h a t are 

t o the west. There's an a d d i t i o n a l w e l l , the seventh w e l l 

t h a t Texakoma t a l k s about, t h a t I d i d n ' t i n c l u d e i n my 

t a b u l a t i o n . 

Q. I s t h a t i l l u s t r a t e d on the map on E x h i b i t Number 

1, t h a t seventh w e l l you j u s t — 

A. Yes, i t ' s on E x h i b i t 1, and the reason I d i d n ' t 

i n c l u d e i t i s , t h a t w e l l has been plugged. 

Q. Okay, how about t o the east? 

A. Okay, t o the east there would be s i x w e l l s also 

i n t he upper p o r t i o n of the t a b u l a t i o n . 

Q. Okay, of the s i x w e l l s t h a t are on your 

t a b u l a t i o n here t h a t are t o the west of t h a t pink l i n e , how 

many of those are producing wells? 

A. There's fo u r of them t h a t are producing. 

Q. And of the two t h a t are not producing, why aren't 

they producing? 

A. They're not producing, one of them, because i t i s 

y e t t o be completed. They've had i t completed — or 

they've had i t d r i l l e d f o r several years, and t h e y ' r e not 

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 

47 

going t o pursue completion u n t i l they o b t a i n a p i p e l i n e 

r i g h t of way. 

Q. A l l r i g h t , which w e l l i s t h a t ? 

A. That would be the w e l l i n Section 18, the 

northeast q u a r t e r of Section 18. 

Q. Who's the operator there? 

A. That would be Maralex. 

Q. Okay. What about the other w e l l t h a t ' s not 

producing? 

A. Okay, the other w e l l t h a t ' s not producing would 

be the northeast quarter of Section 17. I t shows t o be 

shut i n , and t h a t w e l l i s operated by SG I n t e r e s t . They 

have plans t o re-work the w e l l and r e - s t i m u l a t e the w e l l . 

They aren't comfortable w i t h the s t i m u l a t i o n t h a t was done 

before. They f i r m l y b e l i e v e t h e r e was damage done as a 

r e s u l t of the f r a c j o b , and they have plans t o r e - s t i m u l a t e 

the w e l l . 

Q. I s the reason t h a t w e l l i s n ' t producing r i g h t now 

because of the r e s e r v o i r ' s inherent lack of p e r m e a b i l i t y 

r i g h t there? 

A. We don't b e l i e v e t h a t . Again, I don't know t h a t 

t h e r e was a microlog recorded on t h a t w e l l , but I'm not an 

advocate of using micrologs t o determine p e r m e a b i l i t y i n 

the F r u i t l a n d Coal, so... 

Q. Why not? 
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A. The F r u i t l a n d Coal i s — the m i c r o l o g i s l o o k i n g 

a t b a s i c a l l y e x a c t l y what you have a t your w e l l b o r e . I t ' s 

a very shallow i n v e s t i g a t i o n t o o l , and i t i s a very good 

t o o l i f you're d e a l i n g w i t h a formation t h a t can b u i l d a 

f i l t e r cake and you have a r e a l shallow depth of 

i n v e s t i g a t i o n . 

Dugan Production t y p i c a l l y does not run micrologs 

because i t ' s a very expensive piece of i n f o r m a t i o n t h a t may 

or may not t e l l you much. That's one of the reasons i t ' s 

so important t o s t i m u l a t e the F r u i t l a n d Coal, because a l o t 

of times the p e r m e a b i l i t y you're t r y i n g t o develop may not 

be r i g h t a t the wellbore t h a t i t ' s close t o or away from. 

That's why very few F r u i t l a n d Coal w e l l s w i l l produce 

w i t h o u t some s o r t of an i n i t i a l s t i m u l a t i o n . 

Q. A l l r i g h t . Now, you i n d i c a t e d t h a t t h e r e ' s 

another w e l l on the map, which i s Dugan's E x h i b i t Number 1, 

t h a t i s now represented on E x h i b i t Number 3, t h a t i s 

plugged, r i g h t ? 

A. Right, t h a t would a w e l l i n the — I t ' s operated 

by SG, i t ' s i n the southwest q u a r t e r of Section 20. 

Q. And why i s t h a t w e l l plugged? 

A. Well, b a s i c a l l y t h a t w e l l was d r i l l e d , i t was 

l e f t i d l e f o r e i g h t years, they've — SG was i n a p o s i t i o n , 

they were ready t o connect the w e l l up, they went t o the 

w e l l t o do the completion work, anxious t h a t — 
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a n t i c i p a t i n g a reasonable F r u i t l a n d Coal completion f o r 

t h i s area. They were doing t h e i r completion e f f o r t s and 

they discovered t h a t the casing was d e t e r i o r a t e d badly as a 

r e s u l t of c o r r o s i o n , a c o r r o s i o n problem t h a t t y p i c a l l y 

doesn't e x i s t i n t h i s area. 

That w e l l has been plugged, and SG has f u l l plans 

t o r e - d r i l l and e s t a b l i s h a commercial completion a t t h a t 

l o c a t i o n . 

Q. Why was i t i d l e f o r e i g h t years before they t r i e d 

t o go back i n and complete i t ? 

A. I t was one of these w e l l s t h a t they were having 

t r o u b l e g e t t i n g p i p e l i n e connection t o . 

Q. I s the reason t h a t w e l l hasn't produced the 

formation's inherent lack of p e r m e a b i l i t y ? 

A. No, t h i s p a r t i c u l a r w e l l never was even 

p e r f o r a t e d or s t i m u l a t e d . Like I say, by the time they 

went out t o do the completion work, the w e l l b o r e was i n 

such bad shape t h a t the consensus was i t should be plugged 

and r e d r i l l e d . 

Q. A l l r i g h t . On the top of Dugan's E x h i b i t Number 

1 i t s t a t e s t h a t i t ' s — i n d i c a t e s p r o d u c t i o n data through 

11-3 0-01; i s t h a t r i g h t ? 

A. Yes. 

Q. And then on the map i t s e l f , i n Section 8 i t shows 

a Maralex w e l l t h a t i s i n d i c a t e d as never produced; i s t h a t 
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r i g h t ? 

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

Q. I s t h a t data current? I s t h a t c u r r e n t l y c o r r e c t ? 

A. No, t h a t ' s not c o r r e c t . No, t h a t i s data t h a t 

would make me suspicious t h a t t h e r e was a good F r u i t l a n d 

Coal completion po s s i b l e t h e r e , because, one, you see 37 

b a r r e l s a day of water, which d e f i n i t e l y would be a measure 

of being some p e r m e a b i l i t y i n the f o r m a t i o n . And c o n t r a r y 

t o a l o t of F r u i t l a n d Coal w e l l s , i t d i d have some gas 

e a r l y i n the l i f e . So I would be e x c i t e d about t h a t being 

a p o t e n t i a l l y good F r u i t l a n d Coal w e l l . 

Q. A l l r i g h t . 

A. That w e l l was placed on p r o d u c t i o n i n January. 

Q. Okay. Now, t o the west of t h a t pink l i n e on 

Dugan E x h i b i t Number 1, how many w e l l s t h a t are represented 

on the top p a r t of Dugan E x h i b i t Number 3 are producing 

wells? 

A. Eight. 

Q. Are t h e r e e i g h t t h a t are producing? 

A. Yeah, e i g h t t h a t c u r r e n t l y have p r o d u c t i o n . 

Q. Okay. 

A. Dugan Production has two w e l l s t h a t we're s t i l l 

w a i t i n g on p i p e l i n e r i g h t of way, have been, one of them, 

f o r up — so f a r , 97 months. 

Q. I s t h a t the Dugan w e l l i n Section 15? 
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A. The 97 months i s the — Yeah, t h a t ' s the Paul 

Revere Number 92, which i s i n the southwest q u a r t e r . 

Q. Of Section 15? 

A. Yeah. And i n f a c t , Dugan Production i s p u t t i n g 

t o g e t h e r a gas-gathering system. We're going t o d e l i v e r 

t h a t t o our own g a thering system. 

Q. Okay. Now, E x h i b i t Number 4 i s a s e r i e s of w e l l 

l o g s ; i s t h a t r i g h t ? 

A. Yes, i t i s . 

Q. And you heard Mr. Salzman i n d i c a t e t h a t the coal 

t h i c k n e s s i s a c t u a l l y f a i r l y uniform throughout the area of 

review; i s t h a t r i g h t ? 

A. Yes, and t h a t would be — our i n f o r m a t i o n would 

agree w i t h t h a t , yeah. 

Q. The i n f o r m a t i o n t h a t ' s contained i n E x h i b i t 

Number 4 i s c o n s i s t e n t w i t h Mr. Salzman's conclusion t h a t 

the core thickness i s r e l a t i v e l y c o n s i s t e n t ; i s t h a t r i g h t ? 

A. Yes. 

Q. Okay. Based on your knowledge and experience and 

your examination of the data i n t h i s case, do you have any 

o p i n i o n as t o whether the F r u i t l a n d Coal f o r m a t i o n would be 

p r o d u c t i v e i f a w e l l was d r i l l e d i n the southwest q u a r t e r 

of Section 16? 

A. I n my o p i n i o n , the southwest q u a r t e r o f f e r s a t 

l e a s t as good a l o c a t i o n w i t h respect t o r e s e r v o i r q u a l i t y 
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as the southeast. 

Q. Okay. 

A. I n other words, I have no i n f o r m a t i o n t o t e l l me 

the southeast i s b e t t e r , other than you're d r i l l i n g c l o s e r 

t o w e l l s t h a t have the good luck t o have obtained a 

p i p e l i n e connection and be on production. 

Q. A l l r i g h t . And what do you base t h a t o p i n i o n on? 

A. Well, r i g h t now we f e e l t h a t the coal t h i c k n e s s 

i n t h i s whole area i s f a i r l y uniform. We f o r sure don't 

have much produc t i o n i n f o r m a t i o n t o the west of t h i s l i n e . 

But the reason we don't i s n ' t because the w e l l s can't 

produce. Of course, w e ' l l only know t h a t a f t e r we get the 

w e l l s on produ c t i o n and see some production. 

But f o r instance, the w e l l i n the northeast 

q u a r t e r of Section 8 t h a t Texakoma showed as having never 

produced, i t was placed on production i n January of t h i s 

year. I t came on a t an i n i t i a l r a t e of 7 MCF a day and 

w i t h i n t h r e e months i t was a l l the way up t o 13 MCF a day. 

So those numbers aren't very e x c i t i n g , unless you 

work f o r a company l i k e Dugan Production, but the important 

p o i n t here i s , the water production i s high and i s dropping 

w i t h cumulative, and gas production s t a r t e d out low and i s 

on an i n c l i n e , as i s very t y p i c a l of the F r u i t l a n d Coal, as 

dewatering and desorption — as dewatering increases and 

de s o r p t i o n s t a r t s . 
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Q. Looking back a t Dugan E x h i b i t Number 3, you s a i d 

t h e r e were t h r e e w e l l s t h a t were t o the west of t h i s pink 

l i n e on E x h i b i t Number 1 t h a t are a c t u a l l y producing; i s 

t h a t r i g h t ? 

A. Yes. 

Q. Does the production i n f o r m a t i o n from those w e l l s 

t e l l you anything about the p e r m e a b i l i t y of the r e s e r v o i r 

i n t h a t area? 

A. Well, of course we have pr o d u c t i o n because t h e r e 

i s p e r m e a b i l i t y , and of course the higher the p r o d u c t i o n 

the b e t t e r the p e r m e a b i l i t y . Or the — less other issues, 

such as formation damage r e s u l t i n g from the i n i t i a l 

s t i m u l a t i o n . And t h a t i s the case, or a t l e a s t the 

o p i n i o n , of the SG people. I n a t l e a s t one of t h e i r w e l l s 

they f e e l t h a t the i n i t i a l s t i m u l a t i o n a c t u a l l y created 

damage, and so they have f u l l plans t o r e s t i m u l a t e and hope 

t o improve production. 

Q. Do you have an op i n i o n as t o whether the 

F r u i t l a n d Coal formation i s less permeable t o the west of 

t h i s p ink l i n e on E x h i b i t Number 1 than i t i s t o the east 

of t h a t pink l i n e ? 

A. Right now my i n s t i n c t s t e l l me t h a t i t i s n ' t 

decreasing as we go west, but I don't have a l o t of 

i n f o r m a t i o n t o t e l l me whether i t i s or i s n ' t . But I do 

know the existence of low-rate and nonproducing w e l l s t o 
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the west i s not i n f o r m a t i o n t h a t should be used t o come t o 

t h a t conclusion. 

Q. Okay, and i s your i n s t i n c t t h a t the p e r m e a b i l i t y 

i s not less t o the west based on your experience d r i l l i n g 

F r u i t l a n d Coal w e l l s i n t h i s area? 

A. Yes. 

Q. And does t h a t also apply t o the y e l l o w l i n e t h a t 

i s represented on Texakoma1s E x h i b i t Number 1? Let me show 

you t h a t e x h i b i t . Remember t h a t the Texakoma witness 

i n d i c a t e d t h a t the w e l l s t o the west of t h a t l i n e had a 

lower chance of production, commercial p r o d u c t i o n . 

A. Well, I remember him saying t h a t . But I t h i n k 

t h i s map i s presenting cumulative p r o d u c t i o n . And I a l s o , 

i f I d i d n ' t know anything else about those w e l l s , would 

say, yes, t h i s i s an area t h a t i s e i t h e r brand-new, hasn't 

had time t o develop a cumulative, or something's happened 

t h a t we j u s t don't have a cumulative. So the data should 

not be used t o jump t o the conclusion t h a t you have low 

permeabi1ity. 

Q. Did you hear Mr. Salzman's testimony about h i s 

c o n s t r u c t i o n of — or why he placed those l i n e where he d i d 

and the p r o d u c t i o n r a t e extended over a f i v e - y e a r period? 

A. Yeah, I d i d . I t h i n k there's some r i s k of 

p l a c i n g a value, p a r t i c u l a r l y on the F r u i t l a n d Coal i n t h a t 

manner. I f you have a new F r u i t l a n d Coal w e l l , one, you 

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 

55 

don't have much cumulative. 

And second, and probably most important, you 

probably don't have a very good production r a t e . And 

there's many, many, many examples t o show t h a t , you know, 

F r u i t l a n d Coal w e l l s w i l l i n c l i n e i n pr o d u c t i o n f o r as many 

as f i v e or s i x years. 

So t o p i c k a c u r r e n t p r o d u c t i o n r a t e , no matter 

what p o i n t i n the i n c l i n e or d e c l i n e you are, and h o l d t h a t 

f o r f i v e years, and t h a t — the cumulative t h a t may be 

small i n the instance of a new w e l l , you're f o r c i n g the 

w e l l s t o look bad and you j u s t c a l c u l a t e a bad number. 

Q. And i s the w e l l i n the northeast q u a r t e r of 

Section 8, the Maralex w e l l t h e r e , i s t h a t a new we l l ? 

A. That's a new w e l l , and t h a t would be a good 

example. I t b a s i c a l l y has very l i t t l e cumulative and a 

very low r a t e , but the r a t e i s improving a f t e r j u s t t h r e e 

months of production. 

Q. Would you expect t h a t t o be a b e t t e r r a t e a f t e r a 

year of production? 

A. I f the r a t e continues on the t r e n d i t w i l l be 

much b e t t e r , yes. By Dugan's standards i t w i l l be much 

b e t t e r . 

Q. A l l r i g h t , and why don't you t u r n t o Dugan 

E x h i b i t Number 5, please? Can you t e l l me what t h a t 

E x h i b i t i s ? 
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A. Okay, t h i s would be — the top page of E x h i b i t 

Number 5 would be the C-102 t h a t was attached t o our APD. 

Second page i s the APD t h a t was submitted and — 

A c t u a l l y , i t was submitted i n 1998. And you can see the 

C-102 was a c t u a l l y surveyed August of 1998. 

The APD was approved by the BLM i n February of 

1999. And t h a t ' s f o r the d r i l l i n g , the Paul Revere 93, t o 

develop the F r u i t l a n d Coal w i t h a standard-pattern w e l l i n 

the northeast quarter of Section 22. 

Q. A l l r i g h t . And i f the c u r r e n t A p p l i c a t i o n by 

Texakoma i s granted before the F r u i t l a n d Coal gas w e l l s are 

amended, what w i l l Dugan need t o do t o p r o t e c t i t s 

c o r r e l a t i v e r i g h t s ? 

A. Well, we w i l l be i n a p o s i t i o n t h a t , one, you've 

got a s t a t e lease i n Section 16, d r i l l i n g i n t o a r e s e r v o i r 

t h a t has been producing since August of 2000 i n the w e l l t o 

th e south. So as Mr. Salzman has already s a i d , t h e r e w i l l 

be some b e n e f i t from dewatering t h a t has occurred. The 

accelerated dewatering t h a t w i l l be provided by the 

Texakoma w e l l w i l l b e n e f i t probably both the w e l l s . And i t 

w i l l probably even b e n e f i t Dugan's w e l l i n the southwest of 

15, once we get t h a t connected t o a p i p e l i n e and producing. 

But i t also i s probably going t o serve as a 

drainage of the northwest quarter of Section 22. And u n t i l 

t he F r u i t l a n d Coal w e l l — F r u i t l a n d Coal Pool r u l e s are 
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amended and an order issued, Dugan i s not going t o be able 

t o d r i l l a w e l l i n the northwest q u a r t e r of 22 t o p r o t e c t 

t h a t acreage, unless we go through the same process 

Texakoma i s doing here today, and Mr. Dugan would r a t h e r 

not do t h a t . 

Q. A l l r i g h t . Are you aware of any t o p o g r a p h i c a l or 

any other reason why the w e l l i n the — why Texakoma's 

proposed w e l l couldn't be moved t o the southwest q u a r t e r of 

Section 16? 

A. I have — I n f a c t , i t appears t o me, based on the 

topography, the southwest o f f e r s a t l e a s t a good a p o s i t i o n 

as the southeast quarter. 

Q. And could a w e l l — I n your o p i n i o n , could a w e l l 

be d r i l l e d i n the southwest quarter of Section 16 which 

would have the same chance of commercial success as 

Texakoma's c u r r e n t proposed well? 

A. You used the word "commercial". They have equal 

chance of developing as good a w e l l . I would agree t h a t 

t h e i r p i p e l i n e costs are probably going t o be a l i t t l e 

h igher from the southwest qua r t e r . But f o r a l l of the 

w e l l s Dugan has d r i l l e d , t h a t ' s never been a c r i t e r i a f o r 

g e t t i n g an o f f - p a t t e r n l o c a t i o n . 

Q. Okay. I s Dugan opposed t o i n f i l l d r i l l i n g i n the 

B a s i n - F r u i t l a n d Coal Gas Pool? 

A. Oh, no. I n f a c t , our conversation w i t h Texakoma 
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i s , Gosh, we wish you guys would w a i t u n t i l t he pool r u l e s 

are amended, and then we're r i g h t behind you, w e ' l l d r i l l 

our w e l l s too. 

Q. Okay. What a c t i o n would Dugan l i k e t o see the 

D i v i s i o n take i n t h i s case? 

A. One of two t h i n g s . Of course, the Examiner 

hasn't got the a u t h o r i t y or power t o get the F r u i t l a n d Coal 

Pool r u l e s amended, but we'd l i k e t h a t t o happen. And once 

t h a t ' s done, then the issue t h a t we have i s no longer an 

issue. 

I n the absence of t h a t , we t h i n k t h a t t h e r e 

should not be an o f f - p a t t e r n l o c a t i o n approved i n the 

southeast q u a r t e r of Section 16 u n t i l we have an equal 

o p p o r t u n i t y t o develop our acreage. And bearing i n mind, 

i f we do i t i n the n o r t h h a l f of 22, i t would not only be 

an o f f - p a t t e r n but i t probably w i l l be a second w e l l i n the 

spacing u n i t . 

Q. A l l r i g h t . Let's take a look a t Dugan E x h i b i t 

Number 6. What i s t h a t e x h i b i t ? 

A. Okay, t h i s i s nothing more than j u s t a Xerox copy 

from the Moncisco Wash topography map. I t ' s the 

conventional topography map t h a t everybody uses. 

Q. A l l r i g h t . Does i t show Texakoma's proposed 

w e l l ? 

A. Well, I've added the l o c a t i o n t h a t they've 
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presented i n the southeast q u a r t e r , and I've also o u t l i n e d 

the s o u t h - h a l f spacing u n i t t h a t would be proposed f o r the 

w e l l . 

Q. Where does t h a t w e l l f a l l i n r e l a t i o n t o the 

Moncisco Wash? 

A. I t looks t o me l i k e i t ' s awful close t o the Wash, 

i f i t ' s not i n the Wash, but i t ' s f a i r l y close t o i t . The 

map a c t u a l l y has the Moncisco Wash l a b e l r i g h t t h e r e . 

Q. Right i n the middle of where the l o c a t i o n i s ? 

A. Well, k i n d of j u s t above i t a l i t t l e , yeah. 

Q. Okay. Does i t appear t h a t , based on t h i s topo 

map, t h a t Texakoma could move i t s w e l l t o the southwest 

q u a r t e r and have the same issues w i t h the wash as i t 

c u r r e n t l y has? 

A. Again, i t always looks d i f f e r e n t when you're out 

t h e r e . But t h i s map would c e r t a i n l y suggest t h a t you 

shouldn't have any topography problems, and you're sure not 

going t o be d e a l i n g w i t h the Wash. 

Now again, the washes around here a r e n ' t , i n my 

mind, the major issue. I've got t o be aware t h a t i t w i l l 

c a r r y water sometimes, but f o r the most p a r t we deal w i t h 

those issues a l l the time. 

MR. OWEN: Okay. That's a l l I have, Mr. 

Examiner. 

EXAMINER CATANACH: Mr. Bruce? 
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CROSS-EXAMINATION 

BY MR. BRUCE: 

Q. Mr. Roe, why don't you j u s t keep your E x h i b i t s 1 

and 3 i n f r o n t of you th e r e , please? 

A. Okay. 

Q. Now, l e t ' s s t a r t up t o the n o r t h i n Section 9, 

the w e l l i n the southwest quarter of Section 9. Looking a t 

both your e x h i b i t s , I understand t h a t t h a t w e l l was 

completed i n June of 1993, d i d not produce u n t i l December 

of 2000; i s t h a t c o r r e c t ? 

A. Yes, s i r . 

Q. About — 

A. — 90 months. 

Q. Seven — What, seven and a h a l f years? 

A. When I counted i t up i t was 90 months — 

Q. Okay — 

A. — whatever t h a t — 

Q. — was t h a t due t o d i f f i c u l t y i n g e t t i n g a 

p i p e l i n e connection? 

A. Yes. 

Q. Or, I should say, r i g h t of way? 

A. I t would be very important t o a p i p e l i n e 

connection, yes. 

Q. Okay. So you had d i f f i c u l t y d e a l i n g w i t h — or 

SG I n t e r e s t or Maralex had d i f f i c u l t y i n o b t a i n i n g a r i g h t 
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of way from the Navajo Tribe? 

A. B a s i c a l l y , probably more a c c u r a t e l y , the Navajo 

A g r i c u l t u r a l Products I n d u s t r y , but the T r i b e has t o go 

through the approval process also. 

Q. NAPI i s a s u b s i d i a r y of the t r i b e , i s i t not? 

A. Yes, but they don't — They operate completely 

separate. 

Q. Okay, you're b a s i c a l l y d e a l i n g w i t h the same 

f o l k s ? 

A. No, we're not. Well, l e t me c l a r i f y t h a t . 

There's two separate groups t h a t you're d e a l i n g w i t h . One 

i s the NAPI people, and they don't always get along w i t h 

the people i n Window Rock. 

Q. Okay. I s u l t i m a t e approval a t Window Rock? 

A. Yes. But i t ' s h i g h l y contingent upon what 

happens a t NAPI. 

Q. Okay. Now, the w e l l i n Section 8, t h a t w e l l was 

d r i l l e d i n March of 199 0 and hooked up 12 years l a t e r ? 

A. 144 months. 

Q. And t h a t was due t o lack of a r i g h t of way from 

NAPI? 

A. That's what the Maralex people are t e l l i n g me, 

yes. 

Q. Okay, l e t ' s move on t o Section 17. That w e l l was 

completed i n A p r i l of 1997, and th r e e and a h a l f years 
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l a t e r i t s t a r t e d producing, r i g h t ? 

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

Q. And again, was t h a t p i p e l i n e - r e l a t e d ? 

A. I t ' s my understanding t h a t ' s the case, yes. 

Q. Okay. Now, i n — And I missed something, I was 

l o o k i n g a t something else when you were t e s t i f y i n g . Now, 

the w e l l i n the northeast quarter of Section 18, i t has 

never been completed; i s t h a t what you're saying? I'm 

l o o k i n g a t your E x h i b i t 3, and — 

A. Yes. 

Q. — i t doesn't have a completion date. 

A. Right, and t h a t i s c o r r e c t . 

Q. I t was o r i g i n a l l y d r i l l e d but not completed, 

what, i n 1993? 

A. Yes. 

Q. Now, why has t h a t w e l l not been completed and 

produced? 

A. The Maralex people t e l l me t h a t they have not 

been able t o get the necessary r i g h t of ways t o produce the 

w e l l , and they've postponed completion e f f o r t s u n t i l they 

have some comfort t h a t t h e y ' l l be able t o produce the w e l l . 

Q. Okay. Now, i n Section 20 you have one of the 

w e l l s on here, and maybe — one of them, which i s the 

northeast q u a r t e r of Section 20, t h a t w e l l was completed i n 

August of 2000, and you were able t o p r e t t y s h o r t l y hook i t 
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up; i s t h a t c o r r e c t ? 

A. Yes. 

Q. Was th e r e a d i f f e r e n c e i n o b t a i n i n g the p i p e l i n e 

r i g h t of way i n t h a t well? 

A. You bet. This i s an area t h a t depends where your 

w e l l r e s t s w i t h respect t o where NAPI has t h e i r planned — 

I f you've been up i n the area, you see the l i t t l e p i v o t a l 

i r r i g a t i o n systems, and i f you're i n s i d e one of those 

p i v o t a l areas or very close t o i t or have t o cross, you 

have a whole d i f f e r e n t set of circumstances than i f you're 

o u t s i d e of those p i v o t — the farm areas. 

Q. Okay, got you. 

A. So, you know, there's — y o u ' l l probably n o t i c e 

a l l of the w e l l s i n the eastern p a r t of t h i s p i nk l i n e , 

t h e y ' r e the ones p r i m a r i l y presented i n the bottom p a r t of 

my graph. The average time t o hook those w e l l s up i s t h r e e 

t o f o u r months. 

Q. Okay. 

A. As we get clos e r t o the area we're t a l k i n g about, 

the average time e a s i l y exceeds 40 months. 

Q. Now, there's a w e l l i n the southwest q u a r t e r of 

Section 20. That was d r i l l e d i n 1994? 

A. Right. 

Q. And t h a t w e l l has never been produced? 

A. Yeah, t h a t ' s — 
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Q. I s t h a t the w e l l t h a t had the c o r r o s i o n problems? 

A. Yes, s i r . 

Q. Okay. 

A. Yeah. 

Q. So t h a t one w i l l never be produced? 

A. That p a r t i c u l a r set of casing — the w e l l b o r e 

i d e n t i f i e d t h e r e w i l l never produce, t h a t i s c o r r e c t . But 

not because of anything t o do w i t h the F r u i t l a n d Coal; 

because of the mechanical c o n d i t i o n . 

Q. Now, i f you have t o d r i l l a w e l l and spend — 

What do these w e l l s cost, roughly? 

A. Well, we spent a l o t less d r i l l i n g them than a 

l o t of people. I t ' s r e a l easy t o spend $200,000 on one of 

these w e l l s . 

Q. Okay, so $200,000, plus or minus, would be 

reasonable? 

A. Right. 

Q. I f you can't get a p i p e l i n e connection f o r s i x , 

e i g h t , t e n , twelve years, does t h a t adversely a f f e c t the 

economics of d r i l l i n g a well? 

A. Yes, i t does. 

Q. One f i n a l w e l l on t h i s c h a r t . I n Section 15, 

t h a t w e l l was completed i n May of 1993. Why i s t h a t w e l l 

not producing? 

A. Are you t a l k i n g about Dugan's Paul Revere 92 i n 
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the southwest quarter? 

Q. The Number 92 w e l l i n the southwest q u a r t e r . 

A. I n i t i a l l y — B a s i c a l l y , i t ' s a r i g h t - o f - w a y 

problem. We a c t u a l l y put together a small gas-gathering 

system, submitted i t t o the OCD and BLM f o r approval. We 

have t h a t approved f o r a c e n t r a l - d e l i v e r y gas-gathering 

system, but b e l i e v e i t or not, we're needing t o get a l l of 

our r i g h t of ways i n order t o i n s t a l l t h a t . 

Q. So again, t h a t ' s another nine years a t t h i s 

p o i n t ? 

A. A c t u a l l y , yeah, the Paul Revere 92 has been 97 

months, and I'm r e g u l a r l y reminded t h a t t h a t w e l l i s not 

producing. 

Q. I won't ask who's reminding you. 

A. I get a l o t of pressure from t h a t person. 

Q. And then the Maralex w e l l i n the northeast 

q u a r t e r of Section 25, t h a t w e l l should be r i g h t j u s t — 

almost on a p i p e l i n e , r i g h t ? I mean, the same p i p e l i n e 

t h a t cuts through the southeast southeast of Section 16? 

A. Now, Mr. Bruce, I'm not sure. Which w e l l are you 

t a l k i n g about? 

Q. The Maralex w e l l i n the northeast q u a r t e r of 

Section 21. 

A. Yeah, El Paso a c t u a l l y has a wellhead connection 

t o t h a t w e l l , I b e l i e v e , and t h a t would be probably the El 
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Paso l i n e t h a t Texakoma would be hoping t o connect w i t h . 

Q. Okay. Now, you do agree t h a t the dewatering 

b e n e f i t s g e n e r a l l y everyone i n the area? 

A. Oh, yeah. I n f a c t , t h a t ' s a b i g i n t e r e s t f o r 

amending the F r u i t l a n d Coal Pool Rules. 

Q. And w i l l Dugan Production Corp. be a t the J u l y 

9 t h hearing v o i c i n g i t s support i n favor of 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? 

A. You bet. 

Q. Mr. Roe, I t h i n k your testimony was something t o 

the e f f e c t t h a t your i n s t i n c t s t e l l you t h a t the 

p e r m e a b i l i t y i s n ' t decreasing as you move west, say, from 

your Section 15. You don't have any data t o present today 

t o counter the micrologs t h a t Texakoma presented, do you? 

A. Well, other than, say f o r instance, the 

pro d u c t i o n from the Rick Wells Number 1 i n the northeast 

q u a r t e r of Section 8. I t again i s dated, i t t e l l s me 

there' s probably a p r e t t y decent F r u i t l a n d Coal w e l l 

wanting t o be th e r e , based on production t h a t we have seen 

since January. 

Even the t e s t s presented on Texakoma's map t e l l s 

me t h a t i t ' s probably a p r e t t y decent place i n the 

r e s e r v o i r . 

But no, I don't — 

MR. BRUCE: That's a l l I have, Mr. Examiner. 
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EXAMINATION 

BY EXAMINER CATANACH: 

Q. Okay, Mr. Roe, I take i t t h a t you don't agree 

w i t h my d e c i s i o n t h a t I issued back i n 1988 t o a l l o w 160-

acre spacing i n t h i s area? 

A. Well, as you may r e c a l l — 

Q. I t h i n k — 

A. — the r e was some discussion — 

Q. — inv o l v e d i n every case. 

A. — the r e was some discussion t h a t — you know, 

320-acre may have been appropriate f o r p a r t of the 

F r u i t l a n d Coal, and t h a t ' s one of our concerns r i g h t now, 

i s , t h a t issue s t i l l i s a hurdle. And i f there's going t o 

be anything t h a t delays an order f o r the F r u i t l a n d Coal 

Pool Rule Amendments, i t could w e l l be what you do w i t h the 

area between the high-perm area and the low-perm area. And 

th e r e i s not a consensus as t o how t o handle t h a t r i g h t 

now. 

I f t h a t issue d i d n ' t e x i s t , and I t h i n k Dugan 

would expect a f a i r l y r a p i d order amending the pool r u l e s , 

we'd be happy t o see 160-acre development. I mean, we're 

happy, we j u s t hope t h a t i t happens sooner than l a t e r . But 

we know how t h i n g s go when you've got BP and B u r l i n g t o n 

f i g h t i n g about how we're going t o deal w i t h adjacent areas. 

Q. Okay. Mr. Roe, are you f a m i l i a r w i t h t he south 
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h a l f of Section 16 w i t h regards t o the l o c a t i o n of any 

i r r i g a t i o n p r o j e c t s i n t h a t h a l f section? 

A. Yes, I am. 

Q. Are there any present i n t h a t h a l f section? 

A. I'm glad you asked t h a t . We have, and would be 

happy t o enter as an e x h i b i t , a copy of NAPI 1s c u r r e n t farm 

map, and on t h a t map I've spotted Texakoma's w e l l . 

MR. OWEN: Excuse me, l e t me i n t e r r u p t . I ' d l i k e 

t o mark t h i s as Dugan E x h i b i t Number — 7, I b e l i e v e we're 

on. 

THE WITNESS: Yes, 7. 

MR. OWEN: I f you could a l l make a p p r o p r i a t e 

marks. And I ' l l o f f e r i t i n t o evidence. 

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

EXAMINER CATANACH: Okay, E x h i b i t Number 7 w i l l 

be admitted. 

THE WITNESS: And Mr. Catanach, what's presented 

here, the c i r c u l a r areas would be t h e i r planned i r r i g a t i o n 

p l o t s . Just as — I t shows where t h e i r farm i s , i t shows 

where t h e i r canal i s . You know, and i t r e a l l y doesn't show 

anything i n the southwest quarter of Section 16 t h a t would 

be i n d i c a t i o n . . . 

I n f a c t , the cross-hached area i s NAPI's way of 

t e l l i n g us t h a t they have no plans t o farm t h a t area. They 

c a l l i t a deleted area. T y p i c a l l y they d e l e t e i t e i t h e r 
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f o r t o p o g r a p h i c a l reasons or some other reason. From our 

topo map we don't see topography as being a reason, but you 

can see the cross-hached area i n the southwest. At l e a s t 

a t t he time they prepared t h i s map, t h e r e weren't any plans 

t o farm i n the southwest quar t e r , and the only farm f i e l d 

would be k i n d of there c e n t e r i n g the south l i n e of the 

Section 16. 

Now, I might add, you know, the w e l l t h e r e i n 

Section 22, you can see I've got th e r e i n the northwest 

q u a r t e r t h a t 93. That's one of the reasons we haven't 

d r i l l e d t h a t w e l l y e t , i s , i t ' s — We've got a c t u a l l y f o u r 

f i e l d s t h a t we're going t o have t o deal w i t h on t h a t w e l l 

and the associated production f a c i l i t i e s . And so, you 

know, we j u s t delayed d r i l l i n g u n t i l we can be ready t o 

produce i t . 

Q. (By Examiner Catanach) So according t o t h i s map, 

you don't see a problem w i t h connecting t o a p i p e l i n e from 

the southwest quarter of Section 16? 

A. Well, I agree w i t h Mr. Salzman, i t ' s going t o 

cost more money. I mean, i t ' s going t o be f u r t h e r away. 

But no, there's no problem other than somebody's going t o 

have t o pay a l i t t l e more f o r a longer p i p e l i n e . 

Q. And you don't t h i n k i t would be delayed f o r a 

considerable amount of time? 

A. I d i d n ' t mean t o say t h a t . I t ' s c e r t a i n l y 
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p o s s i b l e , but Mr. Catanach, t h a t ' s never been a reason f o r 

asking f o r an exception of the pool r u l e s . I mean, gosh, 

i f t h a t should be a f a c t o r , I mean, I ' d be before you w i t h 

almost every w e l l Dugan d r i l l s . 

Q. Well, I guess my question i s , i f you d r i l l a w e l l 

i n the southwest quarter of Section 16, I mean, are we 

l o o k i n g a t the thr e e t o fo u r months, or are we l o o k i n g a t 

the e i g h t t o nine years? I mean, which category would i t 

f a l l i n t o ? 

A. Y o u ' l l probably have some time, because you've 

got a farm f i e l d you're going t o have t o cross, so t h e r e 

w i l l be a longer time f o r r i g h t of way. 

But I might counter t h a t . I f the F r u i t l a n d Coal 

Pool Rules are amended, u l t i m a t e l y you're going t o be 

d r i l l i n g i n the southwest of 16 anyway. I mean, i t ' s not 

t h a t i t ' s not going t o happen ever. So the issue i s , when 

are you going t o d r i l l i t ? 

I would speculate i f 160-acre development happens 

around the southwest quarter of Section 15, Texakoma should 

be i n t h e r e developing t h a t , j u s t l i k e everybody e l s e . 

Q. Okay. I f we approve the w e l l i n the southeast 

q u a r t e r , say, w i t h i n 60 days, and w i t h i n say 90 t o 100 days 

we approve i n f i l l d r i l l i n g i n the c o a l , does i t r e a l l y 

a f f e c t your c o r r e l a t i v e r i g h t s i n Section 22 f o r maybe a 

two-month p e r i o d u n t i l you're allowed t o d r i l l ? 
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A. No. And i f you could give us some assurance t h a t 

t h a t schedule was r e a l i s t i c , t h i s wouldn't be an issue. 

Again, we s t a r t e d t h i s whole t h i n g out by asking 

Texakoma t o put t h i s o f f t i l l a f t e r the hearing, and then 

i t ' s no longer an issue. I'm not sure I see anything 

f o r c i n g the urgency of d r i l l i n g t h i s w e l l i n the southeast 

q u a r t e r r i g h t now, because th e r e i s not an e x p i r i n g lease, 

there's not any economic harm coming i f n o t h i n g i s — i f 

t h e r e i s n ' t a w e l l d r i l l e d . I would agree a w e l l i n the 

southeast q u a r t e r i s going t o be easier t o connect t o a 

p i p e l i n e . 

I t j u s t sets up a p o t e n t i a l drainage lease f o r 

Dugan's f e d e r a l lease i n the northwest q u a r t e r of Section 

22, and then I'm going t o be back here asking you f o r 

permission t o d r i l l an i n f i l l w e l l a t a nonpattern l o c a t i o n 

i f you're not — i f you don't keep t h a t schedule you j u s t 

o f f e r e d . 

EXAMINER CATANACH: I'm not promising anything. 

MR. BRUCE: Texakoma won't o b j e c t . 

THE WITNESS: Yeah, i f there's no o b j e c t i o n , then 

i t ' s an a d m i n i s t r a t i v e process, yeah. 

EXAMINER CATANACH: Un f o r t u n a t e l y , i t looks l i k e 

t h e r e may be more controversy w i t h t h i s case, c e r t a i n l y 

than t h e r e was w i t h the o r i g i n a l F r u i t l a n d Coal case, and 

i t looks t o be g e t t i n g a l i t t l e worse every day from what I 
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understand. 

MR. OWEN: "This case" means the pending r u l e -

change case? 

EXAMINER CATANACH: Yes — 

MR. OWEN: Not the one before you? 

EXAMINER CATANACH: — yes, the pending r u l e -

change case. 

MR. BROOKS: That's what I understand a l s o . And 

I understand next week i t ' s going t o get a l o t more 

complicated. 

THE WITNESS: And t h a t ' s the basis f o r our 

o b j e c t i o n here. I mean, i f we had confidence t h a t we would 

be a f f o r d e d the freedom t o — not freedom, o p p o r t u n i t y t o 

develop the northwest quarter — I f you look a t E x h i b i t 1, 

I mean, i f Texakoma's w e l l i s d r i l l e d , we b a s i c a l l y have 

t h r e e w e l l s a l l crowding Dugan's undeveloped northwest 

q u a r t e r of Section 22. 

And the BLM i s g e t t i n g f a s t e r about, Hey, guys, 

you've got t o prove t o us drainage i s n ' t o c c u r r i n g . And i f 

i t i s , and i f you've allowed i t , we're going t o charge you 

compensatory r o y a l t y . So t h a t ' s j u s t not a good s i t u a t i o n . 

Q. (By Examiner Catanach) Okay. Mr. Roe, d i d you 

examine the E x h i b i t s Number 5 and 6 submitted by Texakoma? 

A. Just b r i e f l y . 

Q. Do you agree w i t h the assessment t h a t i n t h i s 
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p a r t i c u l a r instance t h a t the p e r m e a b i l i t y appears t o 

decrease as you move toward the west? 

A. I f i r s t o f f don't l i k e using micrologs t o assess 

p e r m e a b i l i t y i n the F r u i t l a n d Coal. I t h i n k you're s e t t i n g 

y o u r s e l f up f o r l o t s of m i s i n t e r p r e t a t i o n . I can't argue 

t h a t the microlog recorded i n the two w e l l s , t h e r e i s a 

d i f f e r e n c e . Whether t h a t ' s the r e s u l t of lower 

p e r m e a b i l i t y , I can't say. I w i l l say Dugan Production has 

never run a microlog i n any of our F r u i t l a n d Coal w e l l s , 

and we're a b i g F r u i t l a n d Coal producer. And I don't know 

of a l o t of operators t h a t do run micrologs. I mean, t h a t 

i s not a basis f o r running pipe. I mean, I don't know of 

any w e l l t h a t ' s ever — the d e c i s i o n t o not run pipe was 

based on a microlog, unless maybe Texakoma. 

EXAMINER CATANACH: Okay. 

EXAMINATION 

BY MR. JONES: 

Q. I ' l l t r y t o be b r i e f . Mr. Roe, the c u r r e n t c o a l 

spacing out t h e r e , what would be the — developing these 

1300-foot coal w e l l s , what would be the peak time f o r your 

— the time t o the peak production on your wells? How many 

years? Just a guess. 

A. Dugan Production, a c t u a l l y , we've produced n e a r l y 

2.8 b i l l i o n cubic f e e t from the F r u i t l a n d Coal i n t h i s 

area. We've observed i n c l i n e s ranging from 12 t o 3 6 
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months. 

Q. I s t h a t 320 acres per well? 

A. Yes. 

Q. 1300 feet? 

A. Yes. 

Q. So — Okay, what would be the peak r a t e t h a t i t 

would h i t a f t e r t h a t time? 

A. None of these w e l l s are good l i k e you t h i n k of 

F r u i t l a n d Coal w e l l s , and t h a t ' s one of the reasons t h a t 

I — on my E x h i b i t 3 I presented what would be an annual 

r a t e . 

And you can see — Bearing i n mind, probably the 

hig h e s t annual r a t e , or among the hig h e s t , would be some of 

the w e l l s t h a t aren't i n the immediate v i c i n i t y . They're 

producing — oh, there's about — f o u r t h w e l l down i s 

Calpine's w e l l i n Unit M of Section 14. I t ' s got an annual 

p r o d u c t i o n of about 85 m i l l i o n , which, i n MCF per day would 

be about 3 00, 3 00 MCF a day. 

Q. Okay. 

A. And t h a t i s a f t e r p roduction of the — w e ' l l get 

435 m i l l i o n cubic f e e t of gas, so i t ' s — 

Q. Okay. 

A. But a r e a l l y good w e l l i n t h i s area, I don't 

know. Mr. Salzman might have a b e t t e r handle on i t . I 

t h i n k 300 would be a b i g w e l l f o r Dugan's w e l l s . 
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Q. Okay. What about the — I guess what I'm g e t t i n g 

a t here i s the — speculating the payout. What about water 

p r o d u c t i o n , f i r s t of a l l , water prod u c t i o n from the east t o 

the west? Does i t vary a l o t on the IP's of the w e l l s , the 

re p o r t e d IP? 

A. Well, one of the t h i n g s t h a t Dugan l i k e s t h i s 

area about i s , we don't have the high volumes of water 

associated w i t h the F r u i t l a n d Coal t h a t you see t y p i c a l l y 

i n the higher perm areas. A b i g volume of water i n t h i s 

area i s 40, 50 b a r r e l s a day — 

Q. Okay. 

A. — j u s t because i t ' s easy t o look a t . You know, 

the Maralex w e l l i n the northeast of 8, the Rick Wells 

Number 1, 10 MCF a day and 37 b a r r e l s of water per day was 

the i n i t i a l p o t e n t i a l . A ctual p o t e n t i a l d u r i n g January was 

7 MCF a day, and the water was, I t h i n k , about 2 0 b a r r e l s a 

day. 

But water from there i s dropping o f f , and gas i n 

March was 13 MCF a day. 

Q. Okay, I t h i n k I remember you t a l k i n g about t h a t . 

A. And again, that particular well has exhibited a 

decline — it's actually — I have data, two more months of 

data from Maralex, and it's actually showing an incline for 

the first five months of production, although only three 

months of that is publicly available, through like Dwight's 
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or ONGARD or something l i k e t h a t . 

Q. So your payout on a $200,000 d r i l l e d w e l l t h a t ' s 

going t o peak i n 36 months a t 300 MCF a day, what would 

t h a t be? Five years? 

A. Well, t h a t ' s one of the reasons Mr. Dugan keeps a 

l o t of pressure on us t o not spend $200,000 d r i l l i n g these 

w e l l s — 

Q. Right. 

A. — i s — We don't spend t h a t much. But l i k e w i s e , 

we don't put as b i g a f r a c on the w e l l , and we c u t some 

corners t h a t other operators aren't w i l l i n g t o c u t . Our 

payouts are th r e e t o f i v e years, yes. And again, t h a t ' s 

h i g h l y dependent on what the gas p r i c e i s . 

Q. Right. So c u r r e n t gas p r i c e s are a l o t b e t t e r 

than i t was f i v e or t e n years ago also? 

A. I t ' s not as good as i t was t h i s time l a s t year, 

though. 

(Laughter) 

Q. (By Mr. Jones) How would i t a f f e c t your payout 

i f you had t o spend more t o hook a w e l l up? 

A. Those are r e a l issues. I f you spend more t o get 

i t connected i t adds t o your payout, there's no question. 

And t h a t ' s not a unique — You know, Texakoma's concern i s , 

i t ' s unique. I mean, we a l l deal w i t h t h a t . But I don't 

come and ask f o r an o f f - p a t t e r n l o c a t i o n every time I t h i n k 

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 

77 

I could save some money w i t h my fl o w l i n e . 

And again, I might j u s t r e s t a t e , I mean, once the 

pool r u l e s are amended, we're not t a l k i n g about southeast 

versus southwest. There probably w i l l be a w e l l i n the 

southwest al s o . 

So you're not e l i m i n a t i n g the need t o put a more 

expensive f l o w l i n e i n , you're j u s t d e l a y i n g when t h a t ' s 

going t o happen. 

Q. Yeah, t h a t ' s — 

A. I t won't be on t h e i r f i r s t w e l l , i t w i l l be on 

t h e i r second w e l l . 

MR. JONES: A l l r i g h t , thank you. 

EXAMINATION 

BY MR. BROOKS: 

Q. Do you agree w i t h the assessment t h a t t h i s i s 

unambiguously not i n the fairway? 

A. There's a b s o l u t e l y no question. Very f a r 

removed. 

MR. BROOKS: That's my only question. 

EXAMINER CATANACH: Anything f u r t h e r of t h i s 

witness? 

This witness may be excused. 

MR. OWEN: That concludes my case, Mr. Examiner. 

I do — A c t u a l l y , I do have one remaining 

question f o r t h i s witness, Mr. Examiner. 
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FURTHER EXAMINATION 

BY MR. OWEN: 

Q. Mr. Roe, were Dugan E x h i b i t s 1 through 7 prepared 

by you or under your d i r e c t i o n and supervision? 

A. Yes, they were. 

MR. OWEN: Mr. Examiner, I o f f e r i n t o evidence 

E x h i b i t s 1 through 7. 

EXAMINER CATANACH: Any obje c t i o n ? 

MR. BRUCE: No, s i r . 

EXAMINER CATANACH: E x h i b i t s 1 through 7 w i l l be 

admitted as evidence. 

Okay, Mr. Bruce, do you have anything f u r t h e r ? 

MR. BRUCE: I have nothing f u r t h e r . I have a 

sh o r t c l o s i n g . 

EXAMINER CATANACH: Do you? 

MR. BRUCE: Yes. 

EXAMINER CATANACH: Okay. Mr. Owen, do you have 

any closing? 

MR. OWEN: I do. 

EXAMINER CATANACH: You may proceed. 

MR. OWEN: Wouldn't i t be more a p p r o p r i a t e f o r 

the A p p l i c a n t t o proceed, Mr. Examiner? 

MR. BRUCE: Not under Mr. Carr's r u l e s . 

EXAMINER CATANACH: I s i t a l l r i g h t i f I make the 

r u l e s , Mr. — 
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MR. BRUCE: Well, yeah. 

MR. OWEN: Fine, I'm happy t o do t h a t . I'm not 

meaning t o pass the buck. 

MR. BROOKS: Well, i n c o u r t we always, of course, 

l e t t he p e t i t i o n e r open and close, but — 

EXAMINER CATANACH: I b e l i e v e we've l e t the 

o p p o s i t i o n go f i r s t before. 

MR. BROOKS: I t i s appropriate f o r t h e p e t i t i o n e r 

t o go l a s t . 

MR. OWEN: I'm happy t o conclude, Mr. Examiner. 

At the out s e t , I ' d l i k e t o emphasize t h a t Dugan 

i s not opposed t o i n f i l l d r i l l i n g . I n f a c t , t h i s i s not an 

i n f i l l case. This i s an i n i t i a l w e l l on a 320. We're not 

coming here t o o f f e r evidence i n o p p o s i t i o n t o the r u l e 

changes, we're not coming here t o o f f e r evidence t h a t would 

i n d i c a t e t h a t i n f i l l d r i l l i n g i s not warranted by the 

c o n d i t i o n s i n the area. 

Instead, what Dugan i s here t o argue, Dugan and 

Maralex and SG are here t o argue, i s t h a t t h i s A p p l i c a t i o n 

i s u ntimely. I f i n f a c t the r u l e s are changed, then t h i s 

A p p l i c a t i o n w i l l not even be necessary. I n f a c t , t h a t has 

been p a r t of Texakoma's p o s i t i o n i n t h i s case. 

What I would l i k e n t h a t t o i s g e t t i n g stopped f o r 

speeding on I n t e r s t a t e 25 because you were going 75 a week 

before the speed l i m i t was changed and t e l l i n g t he o f f i c e r , 
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Well, the speed l i m i t i s going t o change t o 75 next week, 

don't g i v e me a t i c k e t . I t ' s going t o change anyway. 

Well, Mr. Examiner, i t i s your duty t o apply the 

r u l e s as w r i t t e n today, not as they're going t o be w r i t t e n 

s i x months from now, but as they are w r i t t e n today. 

And as they are w r i t t e n today, Rule 7 of the 

s p e c i a l pool r u l e s only allows the w e l l s i n the northeast 

q u a r t e r or the southwest quarter and allows exceptions t o 

t h a t i n very s p e c i f i e d instances. 

We've heard a l o t of testimony about the e x t r a 

cost t o be added t o the p r o j e c t because of moving the w e l l 

f a r t h e r away from t h i s El Paso l i n e , and we've heard some 

other testimony. But i n f a c t , t here are s p e c i f i c standards 

t h a t the Examiner can use t o assess whether or not t o grant 

the A p p l i c a t i o n i n t h i s case. Those standards are set by 

Rule 8 of the s p e c i a l pool r u l e s . 

Rule 8 s t a t e s t h a t an exception t o the p a t t e r n 

l o c a t i o n should only be granted f o r topographic reasons, or 

i f i t ' s a recompletion of a deeper w e l l i n t o a shallower 

zone, or i f i t ' s an i n t e n t i o n a l l y deviated h o r i z o n t a l 

w e l l b o r e . Not one of those c o n d i t i o n s i s presented i n t h i s 

case. 

Those c o n d i t i o n s apply t o the D i v i s i o n ' s 

c o n s i d e r a t i o n of a d m i n i s t r a t i v e a p p l i c a t i o n s , and of course 

we're here as a case f u l l y on the m e r i t s a f t e r n o t i c e . 
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However, those are the standards which the D i v i s i o n has set 

f o r i t s e l f i n considering whether t o grant an a p p l i c a t i o n 

f o r an o f f - p a t t e r n w e l l . 

There have been a l l u s i o n s t o the f a c t t h a t t h e r e 

are other o f f - p a t t e r n w e l l s allowed i n t h i s area. Not one 

of those w e l l s i s before you today. Not one of the 

c o n d i t i o n s presented i n those cases i s before you today. 

What we do have i n t h i s case i s a w e l l t h a t doesn't have an 

o f f - p a t t e r n l o c a t i o n j u s t i f i e d by topographic reasons, by 

recompletion from a deeper horizon or an i n t e n t i o n a l l y 

d e v iated w e l l b o r e . A l l we have i s a w e l l t h a t seeks t o get 

c l o s e r t o the e x i s t i n g production d i r e c t l y t o the south. 

Now, there are some other standards t h a t the 

D i v i s i o n has set f o r i t s e l f i n cons i d e r i n g nonstandard 

l o c a t i o n s . Those standards are set i n Order Number 

R-11,3 64. I t ' s a Marbob case. The Order was issued i n 

A p r i l , 2000, I b e l i e v e . 

Those standards which the D i v i s i o n set f o r i t s e l f 

i n c o n s i d e r i n g a l l unorthodox w e l l l o c a t i o n s s t a t e t h a t the 

D i v i s i o n should consider whether a l l l o c a t i o n s w i t h i n a 

standard window have been e l i m i n a t e d , number one; number 

two, i f t h e r e i s a geologic j u s t i f i c a t i o n f o r the 

nonstandard l o c a t i o n ; number t h r e e , i f i t ' s n e c e s s i t a t e d by 

surface f e a t u r e s , why the a p p l i c a n t can d i r e c t i o n a l l y d r i l l 

which, of course, i s not a p p l i c a b l e i n t h i s case; and 
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number f o u r , i f the operator i s contemplating developing 

shallower zones w i t h d i f f e r e n t w e l l - l o c a t i o n requirements. 

That's not an issue i n t h i s case. 

What i s a t issue i s whether a l l l o c a t i o n s w i t h i n 

t h e standard window have been e l i m i n a t e d . They have not. 

The testimony t h a t ' s before you i s ambiguous a t 

best. And i n f a c t , i t ' s my p o s i t i o n t h a t the evidence 

i n d i c a t e s t h a t the F r u i t l a n d Coal fo r m a t i o n i n t h e area i s , 

number one, uniform i n thickness and, number two, not 

d e c l i n i n g i n p e r m e a b i l i t y as you t u r n westward. 

The geologic j u s t i f i c a t i o n s are simply not t h e r e . 

The f a c t o r s f o r g r a n t i n g a nonstandard l o c a t i o n are simply 

not t h e r e . 

E s s e n t i a l l y , Texakoma has t h r e e arguments. 

F i r s t , the r u l e w i l l be changed anyway, so l e t us 

d r i l l t he w e l l now. Well, again, Mr. Examiner, i f the 

r u l e s are changed anyway, then l e t them apply a f t e r the 

r u l e s have changed. The r u l e s as they stand today a l l o w a 

w e l l i n the southwest qua r t e r . They do not a l l o w a w e l l i n 

the southeast q u a r t e r . 

Number two, Texakoma's e s s e n t i a l argument Number 

two i s t h a t everybody else i s doing i t . There are a bunch 

of other w e l l s . Well, Mr. Examiner, j u s t because everybody 

el s e i s doing i t doesn't make i t r i g h t . The standards 

e x i s t f o r a reason. I f the D i v i s i o n and the Commission 

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 

f e e l i t i s appropriate t o change, then i t would be 

app r o p r i a t e f o r Texakoma t o r e v i s i t i t s A p p l i c a t i o n i n t h i s 

case. 

And the t h i r d reason i s t h a t the r i g h t of ways 

are very d i f f i c u l t t o ob t a i n i n t h i s area, and t h e r e f o r e 

Texakoma should be allowed t o d r i l l i t s w e l l . The 

d i f f i c u l t y of o b t a i n i n g a r i g h t of way i s not an enumerated 

reason f o r g r a n t i n g an on-pattern l o c a t i o n , e i t h e r w i t h i n 

t h e s p e c i a l pool r u l e s or under the D i v i s i o n - s p e c i f i e d 

c o n d i t i o n s f o r g r a n t i n g an unorthodox w e l l l o c a t i o n . 

Mr. Examiner, Texakoma i s jumping the gun i n t h i s 

case. I t ' s seeking t o get down next t o a w e l l t h a t ' s 

already producing and take advantage of the dewatering 

before anybody else i n the area has the o p p o r t u n i t y t o do 

so. I f the r u l e s are going t o be changed, then l e t them be 

changed and l e t Texakoma d r i l l i t s w e l l a t t h a t time. 

I request t h a t Texakoma's A p p l i c a t i o n be denied. 

Thank you. 

EXAMINER CATANACH: Okay, Mr. Owen. 

Mr. Bruce? 

MR. BRUCE: Let me c o r r e c t a few t h i n g s here, Mr. 

Examiner. 

Mr. Owen said we're here today asking i t because, 

w e l l , t he r u l e s w i l l change anyway. Mr. Salzman never 

t e s t i f i e d t o t h a t . 
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Mr. Owen says we're here because everyone else i s 

doing i t . Once again, Mr. Salzman never claimed t h a t . We 

d i d r e f e r t o a case, the Coleman case, where an exception 

was granted, but he's merely p o i n t i n g t h a t out because i t 

was b e n e f i c i a l i n the end t o everyone i n v o l v e d t h a t t he 

unorthodox Location was granted. 

Mr. Owen also sai d we're here saying we only want 

the l o c a t i o n because i t w i l l reduce costs. We never s a i d 

t h a t . 

One t h i n g he d i d say was about the r i g h t of way, 

and t h a t i s p a r t of our reason. 

But simply put, the data shows t h a t w e l l s west of 

the proposed l o c a t i o n are uneconomic. Our opponents cannot 

p o i n t t o any w e l l west of Section 16 t h a t ' s economic. 

Clear and simple. They t a l k about t h e i r i n s t i n c t s , t a l k 

about t h e i r hopes f o r f u t u r e production. They can't show 

one. 

Even i f w e l l s e v e n t u a l l y prove t o be economic 

west of Texakoma's proposed l o c a t i o n , i t ' s undisputed t h a t 

d r i l l i n g t h i s w e l l and dewatering t h i s area w i l l b e n e f i t 

everyone. I t w i l l b e n e f i t Dugan, Maralex, SG I n t e r e s t , 

Texakoma. What's the beef? I don't know. 

We're not here t o save money on a fl o w l i n e , and 

Texakoma has never been i n f r o n t of the D i v i s i o n asking f o r 

an unorthodox l o c a t i o n i n the F r u i t l a n d Coal simply t o save 

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 

85 

money. 

This A p p l i c a t i o n has a geologic and engineering 

b a s i s , and I submit i t also has a topographic b a s i s . Mr. 

Roe presents the map showing a l l of the farming areas on 

the NAPI lands. I f t h a t ' s not topographic, I don't know 

what i s . 

S i g n i f i c a n t l y , what our opponents are saying i s 

t h a t Texakoma should go d r i l l a w e l l and then w a i t e i g h t , 

t e n , twelve years t o get a r i g h t of way f o r i t s p i p e l i n e . 

That's not being prudent, t h a t ' s being senseless. 

Now, as f a r as the need t o d r i l l w e l l , every 

company i s d i f f e r e n t , but Texakoma has d r i l l i n g programs 

and i t needs t o d r i l l these w e l l s . I t has leases t o 

develop, and why should i t be stopped i n t h i s p a r t i c u l a r 

instance? The D i v i s i o n General Rules a l l o w a company a 

company t o apply f o r an unorthodox l o c a t i o n . This one i s 

based on t h r e e reasons, or f o u r : geology, engineering, 

topographic, and you could say, I suppose, cos t , but only 

i n the sense t h a t i f we d r i l l a q u a r t e r - m i l l i o n - d o l l a r w e l l 

or a $2 00,000 w e l l , we're going t o have t o s i t t h e r e f o r a 

long time w i t h o u t producing i t , and t h a t ' s uneconomic. 

The D i v i s i o n Rules allow you t o apply f o r 

unorthodox l o c a t i o n s and t h i s case warrants one. Simply 

w a i t i n g f o r a general r u l e change which may never happen i s 

i r r e l e v a n t t o t h i s case. 
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We'd ask you t o approve the l o c a t i o n . 

EXAMINER CATANACH: Thank you, Mr. Bruce. 

Anything f u r t h e r ? 

MR. BRUCE: No, s i r . 

MR. OWEN: I have an a d m i n i s t r a t i v e matter. I 

don't t h i n k i t ' s necessary t o w a i t and submit a cross-

s e c t i o n a t the next hearing, I t h i n k the case i s completed 

as i t i s . 

EXAMINER CATANACH: There being n o t h i n g f u r t h e r , 

Case 12,875 w i l l be taken under advisement. 

And t h i s hearing i s adjourned. 

(Thereupon, these proceedings were concluded a t 

3:55 p.m.) 

* * * 
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