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1 EXAMINER WARNELL: This i s Case 14654, j 

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

3 exception t o the w e l l d e n s i t y p r o v i s i o n s of the pool 

4 r u l e s f o r the B a s i n - F r u i t l a n d Coal Gas Pool f o r three ; 

5 spacing u n i t s and f o r simultaneous d e d i c a t i o n , Rio j 

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

7 C a l l f o r appearances. 

8 MR. HALL: Mr. Examiner, Scott H a l l , j 

9 Montgomery & Andrews law f i r m , Santa Fe, appearing on 

10 behalf of the a p p l i c a n t , Energen Resources Corporation, 

11 w i t h three witnesses t h i s morning. 

12 EXAMINER WARNELL: Would those three 

13 witnesses please stand? State your names. 

14 Mr. Poage, you're already sworn. 

15 MR. BENSON: Andrew Benson. 

16 MS. COLLIER: Rounak C o l l i e r . j 

17 (Two witnesses were sworn.) 

18 EXAMINER WARNELL: Thank you. 

19 DAVID POAGE 

20 Having been f i r s t duly sworn, t e s t i f i e d as f o l l o w s : j 

21 DIRECT EXAMINATION 

22 BY MR. HALL: 

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

24 A. David Poage. 

25 Q. Where do you l i v e and by whom are you 
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employed? 

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

3 employed by Energen Resources Corporation. 

4 Q. What do you do f o r Energen? 

5 A. I'm a d i s t r i c t landman. 

6 Q. You a r e . f a m i l i a r w i t h the a p p l i c a t i o n t h a t ' s 

7 been f i l e d i n t h i s matter and the lands t h a t are the 

8 subject of the a p p l i c a t i o n ? 

9 A. Yes. 

10 Q. Have you p r e v i o u s l y been -- you had your 

11 c r e d e n t i a l s accepted today as an expert petroleum 

12 landman? 

13 A. Yes, s i r . 

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

15 o f f e r Mr. Poage again as an expert petroleum landman. 

16 EXAMINER WARNELL: So recognized. 

17 Q. (By Mr. H a l l ) Please e x p l a i n t o the Hearing 

18 Examiner what Energen seeks by i t s a p p l i c a t i o n . 

19 A. What we i n t e n d t o do i s we have three 

20 s i d e t r a c k w e l l s t h a t we wish t o d r i l l i n e x i s t i n g spacing 

21 u n i t s , and these e x i s t i n g spacing u n i t s contain two 

22 v e r t i c a l w e l l s as allowed by our c u r r e n t F r u i t l a n d Coal 

23 r u l e s and orders. 

24 What we request t o be allowed t o do i s t o 

25 d r i l l a h o r i z o n t a l s i d e t r a c k out of one of the wellbores 
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1 across the e n t i r e spacing u n i t , which means we would have 

2 a p o r t i o n of t h a t l a t e r a l i n the same quarter s e c t i o n 

3 t h a t another v e r t i c a l w e l l e x i s t s . What we i n t e n d t o do 

4 i s ask f o r permission t o continue t o produce both 

5 v e r t i c a l w e l l s , as w e l l as the s i d e t r a c k , once the 

6 s i d e t r a c k i s completed. 

7 Q. What formation and pool are we t a l k i n g about? 

8 A. The B a s i n - F r u i t l a n d Coal pool and the 

9 F r u i t l a n d Coal Formation. 

10 Q. You're f a m i l i a r w i t h the D i v i s i o n ' s s p e c i a l 

11 pool r u l e s a p p l i c a b l e t o the B a s i n - F r u i t l a n d Coal gas 

. 12 pool? 

13 A. Yes, s i r . 

14 Q. Can you e x p l a i n t o the Examiner what the 

' 15 curr e n t r e s t r i c t i o n s are i n those r u l e s w i t h respect t o 

16 w e l l d e n s i t i e s ? 

17 A. Well d e n s i t y , as i t c u r r e n t l y e x i s t s outside 

18 of the high p r o d u c t i v i t y area defined i n the order, which 

19 t h i s i s outside of t h a t HPA, de n s i t y allows us t o d r i l l a 

20 F r u i t l a n d Coal v e r t i c a l w e l l i n each quarter s e c t i o n . 

21 Q. So Energen i s asking f o r an exception t o t h a t 

22 p r o v i s i o n of the s p e c i a l pool r u l e s t o enable i t t o d r i l l 

23 the sidetracks? 

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

25 Q. By d r i l l i n g the s i d e t r a c k s w i l l i t r e s u l t t h a t 
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1 you have more than one w e l l producing from the coal i n a 

2 quarter section? 

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

4 Q. Let's look a t E x h i b i t Number 1. I f you could 

5 i d e n t i f y t h a t , please? 

6 A. E x h i b i t Number 1 i s a p l a t of the area we're 

7 discussing. I t ' s i n Rio A r r i b a County, Township 32 

8 North, Ranges 5 and 6 West. The three -- t h i s i s k i n d of 

9 a cartoon. But the three l a t e r a l s we i n t e n d t o re-enter 

10 and complete as h o r i z o n t a l l a t e r a l s are shown. 

11 The setback requirements i n each case are f o r 

12 the Elkhorn 100 w e l l and the State Bancos 100S w e l l are 

13 660 setbacks, and our proposal complies w i t h both the 

14 setbacks i n those two cases. 

15 The w e l l i n Section 25, which i s the 32-5 

16 U n i t , Number 105S, t h a t w e l l has a d i f f e r e n t setback 

17 requirement, i n t h a t because i t ' s w i t h i n the u n i t and not 

18 on an e x t e r i o r boundary of the u n i t , i t ' s about a 10-foot 

19 setback from the s e c t i o n l i n e . 

20 Q. On E x h i b i t 1, each of the 320 u n i t s t h a t are 

21 shown i n Sections 25, 29 and 32, i f we look on there, are 

22 the e x i s t i n g F r u i t l a n d Coal w e l l s r e f l e c t e d on the 

23 e x h i b i t ? 

24 A. Yes, they a re . They ' re i n t r i a n g l e s . The 

25 F r u i t l a n d Coal Formation on t h i s p l a t i s shown w i t h a 
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t r i a n g l e . The c i r c l e s are around what are Mesaverde 

2 w e l l s and completions, and the square i n d i c a t o r s are 

3 Dakotas. 

4 Q. Those are e x i s t i n g v e r t i c a l wells? 

5 A. Yes, they are. 

6 Q. Each of them are producing from the F r u i t l a n d 

7 Coal Formation? 

8 A. Yes. 

9 Q. What i s shown by the red h i g h l i g h t e d --

10 A. The red h i g h l i g h t i s j u s t t h a t p o r t i o n of the 

11 u n i t boundary t h a t e x i s t s i n t h i s area. 

12 Q. I s there also an i n d i c a t i o n of the w e l l path 

13 f o r the sidetrack? 

14 A. Yes. That i s shown i n red i n each case. 

15 Q. Let's look at E x h i b i t s 2, 3 and 4. I f you 

16 would i d e n t i f y those, please. 

17 A. These are the C-102s, which are the w e l l 

18 l o c a t i o n and acreage d e d i c a t i o n p l a t s f o r each of the 

19 w e l l s . And i n each case, they show the surface hole 

20 l o c a t i o n , and the l a t e r a l i s shown by a d o t t e d l i n e , and 

21 the bottomhoie l o c a t i o n i s i n d i c a t e d by "BHL." 

22 Q. E x h i b i t 2 i s f o r the Elkhorn 100? 

23 A. Yes. 

24 Q. And E x h i b i t 3 i s f o r the State Bancos 100S? 

25 A. Yes. j 
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1 Q. E x h i b i t Number 4 i s the C-102 f o r the San Juan 

2 32-5 U n i t , 105S? 

3 A. Yes. 

4 Q. Are the surface and bottomhoie l o c a t i o n s f o r 

5 the Elkhorn and State Bancos w e l l s orthodox and 

6 permitted? 

7 A. Yes. 

8 Q. Look a t E x h i b i t 4 f o r the 32-5 Unit 105S. I 

9 t h i n k you explained before, but the bottomhoie l o c a t i o n 

10 f o r t h a t w e l l w i l l be what? 

11 A. 600 f e e t from the n o r t h l i n e and 100 f e e t from 

12 the west l i n e . 

13 Q. I f we r e f e r back t o E x h i b i t Number 1, we can 

14 see t h a t w e l l h i g h l i g h t e d i n red? 

15 A. Yes. 

16 Q. Let me ask you about E x h i b i t 1. I s the 

17 a d j o i n i n g Section 30 p a r t of the 32-5 Unit? 

18 A. Yes, i t i s . 

19 Q. And i t ' s i n c l u s i o n i n the u n i t allows you t o 

20 lo c a t e the bottomhoie t h a t close t o the se c t i o n l i n e ? 

21 A. Yes, i t does. 

22 Q. Let's look at E x h i b i t Number 5. Would you 

23 e x p l a i n t h a t ? 
24 A. This e x h i b i t shows each of the three w e l l s , as 

25 w e l l as the spacing u n i t involved and the ownership of 
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1 each of the w e l l s . I t also has a column t o show whether 

2 or not the p a r t i e s t h a t own each of these w e l l s have 

3 agreed t o p a r t i c i p a t e and j o i n i n t h i s e f f o r t . 

4 Q. You have 100 percent p a r t i c i p a t i o n of a l l 

5 i n t e r e s t owners? 

6 A. Yes, we do. 

7 Q. Could you go back t o E x h i b i t 1 and i d e n t i f y t o 

8 the Examiner a l l of the operators -- the o f f s e t t i n g 

9 u n i t s ? 

10 A. I f you look at Section 29, the o f f s e t operator 

11 t o the n o r t h , there i s no operator. That's an unleased 

12 BLM s e c t i o n , Section 32 North, 5 West, and t h a t ' s i n a 

13 r e s t r i c t e d area. I t includes no l e a s i n g . So we're 

14 unable t o lease t h a t s e c t i o n . 

15 I n Section 36 of 32 North, 6 West, the 

16 operator of those w e l l s i s Williams Production, and i n 

17 a l l other cases, Energen i s the o f f s e t operator. 

18 Q. Have a l l of the o f f s e t operators and the BLM 

19 and the State Land O f f i c e f o r the State Bancos w e l l been 

20 n o t i f i e d of t h i s a p p l i c a t i o n ? 

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

22 Q. Are you aware of any o b j e c t i o n s t o Energen's 

23 proposal? 

24 A. No. 

25 Q. Does Energen a l so seek the simultaneous 

PAUL BACA PROFESSIONAL COURT REPORTERS 
fe97b091-cf43-46c4-98aa-b2dd7dbd0262 



Page 10 

1 d e d i c a t i o n of pr o d u c t i o n from a l l three of the w e l l s 

2 e v e n t u a l l y t o be lo c a t e d i n each of the u n i t s ? 

3 A. Yes. 

4 Q. Were E x h i b i t s 1 through 5 prepared by you or 

5 at your d i r e c t i o n ? 

6 A. Yes. 

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

8 Mr. Poage. We move the admission of E x h i b i t s 1 through 

9 5. 

10 EXAMINER WARNELL: E x h i b i t s 1 through 5 

11 are admitted. 

.12 Questions? 

13 ( E x h i b i t s 1 through 5 admitted.) 

14 EXAMINER BROOKS: So a l l you're asking f o r 

15 i s simultaneous d e d i c a t i o n i n t h i s a p p l i c a t i o n ? 

16 MR. HALL: We're also asking f o r an 

17 exception t o Rule 7(D) of the s p e c i a l pool r u l e s f o r the 

18 pool which provides f o r a d e n s i t y r e s t r i c t i o n c u r r e n t l y 

19 of one w e l l per 160. 

20 EXAMINER BROOKS: That's b a s i c a l l y the 

21 same t h i n g as what you're asking f o r f o r the simultaneous 

22 d e d i c a t i o n . Because you're asking f o r permission t o 

23 have, i n e f f e c t , a second completion w i t h i n each quarter 

24 s e c t i o n . 

25 MR. HALL: Tha t ' s c o r r e c t . Same 
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1 formation. 

2 EXAMINER BROOKS: Yeah. There's not any 

3 other t h i n g you're asking f o r i n t h i s a p p l i c a t i o n ? 

4 MR. HALL: No, s i r . 

5 EXAMINER BROOKS: Okay. So i t ' s s t r i c t l y 

6 about w e l l d e n s i t y . Okay. 

7 EXAMINATION 

8 BY EXAMINER BROOKS: 

9 Q. I n regards t o the nonstandard l o c a t i o n or what 

10 would otherwise be the nonstandard l o c a t i o n i n Section 

11 25, you sa i d t h a t Section 30 i s also i n the San Juan --

12 i s i t 32-5 Unit? 

13 A. Yes. 

14 Q. Now, i s t h a t i n a F r u i t l a n d Coal p a r t i c i p a t i n g 

15 area? 

16 A. Yes, i t i s . 

17 Q. Both Section 25 and Section 30 are i n the same 

18 p a r t i c i p a t i n g area? 

19 A. Yes, s i r . 

20 Q. And do you know -- t h i s Section 30 looks l i k e 

21 i t ' s a small s e c t i o n . 

22 A. Yes. Section 3 0 has got an NSP. I t ' s pooled 

23 w i t h Section 31. 

24 Q. Do you know what the h o r i z o n t a l -- what the 

25 east/west distance across Section 30 is? 
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A. Not o f f the top of my head, no. I t ' s more 

2 than 660. 

3 EXAMINER BROOKS: That's my question, i f 

4 i t ' s more than 660. I don't care e x a c t l y what i t i s . 

5 Do you have the p e n e t r a t i o n p o i n t s of any of 

6 these w e l l s f o r the F r u i t l a n d Coal? I s t h a t i n any of 

7 these e x h i b i t s ? 

8 MR. HALL: We have an engineering 

9 witness --

10 EXAMINER BROOKS: Okay. 

11 Q. (By Examiner Brooks) Let's t a l k about the 

12 area t h a t you gave n o t i c e f o r . You sa i d the p o r t i o n 

13 n o r t h of -- the s e c t i o n t o the n o r t h of 29 i s unleased? 

14 A. Unleased BLM. 

15 Q. And i f I understood -- I don't have a p l a t 

16 t h a t shows me where a l l these -- w e l l , I do have i t . 

17 I t ' s E x h i b i t 7. Where i s Williams' i n t e r e s t ? 

18 Oh, Williams i s t o the south of 25, t o the 

19 south of the t h i r d w e l l . 

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

21 Q. You s a i d a l l of the other a d j o i n i n g sections 

22 are operated by Energen? 

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

24 Q. Now, what about non-operating i n t e r e s t s i n 

25 those areas? Are they the same as the sections t o which 
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they adjoin? Does Williams have 100 percent? 

2 A. I b e l i e v e Williams has 100 percent. 

3 Q • What about Energen? 

4 A. Energen has 10 0 percent i n a l l the p r o p e r t i e s 

5 shown here. 

6 Q. A l l the sections? 

7 A. A l l the a d j o i n i n g p r o p e r t i e s are 100 percent 

8 Energen. 

9 Q. That would be the east h a l f of 29, the south 

10 h a l f of 32, and 3 0 and 31? 

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

12 Q. And the west h a l f of 25? 

13 A. Yes. As w e l l as Section 24. 

14 Q. Okay. A l l of t h a t area t o the n o r t h i s 

15 unleased? 

16 A. Yes. 

17 EXAMINER BROOKS: Very good. That's a l l I 

18 have. 

19 EXAMINATION 

20 BY EXAMINER WARNELL: 

21 Q. Mr. Poage, do you know t h a t NSP number f o r 

22 Sections 30 and 31? 

23 A. I d i d not b r i n g t h a t w i t h me. 

24 MR. HALL: I r e c a l l doing t h a t case. I 

25 can get t h a t t o you. 
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1 EXAMINER WARNELL: No f u r t h e r questions. 

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

3 would c a l l Andrew Benson. 

4 ANDREW BENSON 

5 Having been f i r s t d u l y sworn, t e s t i f i e d as f o l l o w s : 

6 DIRECT EXAMINATION 

7 BY MR. HALL: 

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

9 A. Andrew Benson. 

10 Q. Mr. Benson, where do you l i v e and by whom are 

11 you employed? 

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

13 by Energen Resources Corporation. 

14 Q. I n what capacity? 

15 A. As a g e o l o g i s t . 

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

17 D i v i s i o n and had your c r e d e n t i a l s as a petroleum 

18 g e o l o g i s t accepted and made a matter of record? 

19 A. Yes, I have. 

20 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 and the 

21 lands t h a t are the subject of the a p p l i c a t i o n i n t h i s 

22 case? 

23 A. Yes. 

24 MR. HALL: At t h i s p o i n t we o f f e r 

25 Mr. Benson as a q u a l i f i e d exper t petroleum g e o l o g i s t . 
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1 EXAMINER WARNELL: So recognized. 

2 Q. (By Mr. H a l l ) Mr. Benson, i f you would, would 

3 you t u r n t o E x h i b i t Number 6 and i d e n t i f y t h a t f o r us, 

4 please? 

5 A. This i s j u s t s o r t of a general l o c a t i o n map 

6 showing the a p p l i c a t i o n areas h i g h l i g h t e d i n yellow, and 

7 the p o s i t i o n of those a p p l i c a t i o n areas r e l a t i v e t o the 

8 Colorado s t a t e l i n e and the NMOCD F r u i t l a n d Coal high 

9 p r o d u c t i v i t y area, which i s shaded i n green. As you can 

10 see, i t ' s outside the HPA. 

11 Q. But i t i s w i t h i n the l i m i t s of the F r u i t l a n d 

12 Coal pool? 

13 A. I t i s . 

14 Q. I n the course of your involvement w i t h t h i s 

15 case, d i d you conduct a geologic i n v e s t i g a t i o n t o 

16 determine whether increased f l e x i b i l i t y on the d r i l l i n g 

17 l a t e r a l s and s i d e t r a c k s i s necessary t o f u l l y and 

18 adequately develop the F r u i t l a n d Coal resources? 

19 A. I have. 

2 0 Q. What d i d you conclude? 

21 A. That the d r i l l i n g scenario t h a t we're 

22 proposing w i l l a l l o w f o r a more e f f i c i e n t drainage of the 

23 F r u i t l a n d Coal r e s e r v o i r i n t h i s area. The proposed 

24 scenario w i l l e f f e c t i v e l y d r a i n the same F r u i t l a n d Coal 

25 reserves v i a s i d e t r a c k recompletion of one e x i s t i n g 

PAUL BACA PROFESSIONAL COURT REPORTERS 
fe97b091-cf43-46c4-98aa-b2dd7dbd0262 



Page 16 

1 v e r t i c a l w e l l i n each case, i n each 320-acre d r i l l block, 

2 versus s i d e t r a c k recompletions of both e x i s t i n g v e r t i c a l 

3 w e l l s i n the d r i l l block, which i s c u r r e n t l y p e r m i t t e d by 

4 the State. 

5 Q. Would you t u r n t o E x h i b i t 7 and e x p l a i n t h a t 

6 t o the Hearing Examiner? 

7 A. This i s j u s t a topographic map showing the 

8 a p p l i c a t i o n areas i n the red rectangles. And the 

9 symbology here, as Mr. Poage sa i d , the F r u i t l a n d Coal 

10 v e r t i c a l w e l l s are t r i a n g l e s . 

11 I've h i g h l i g h t e d Energen's operated F r u i t l a n d 

12 Coal w e l l s i n blue, and the blue bars, as Mr. Poage 

13 s t a t e d , represent the producing p o r t i o n of a l a t e r a l 

14 wellbore w i t h i n the F r u i t l a n d Coal. 

15 Q. Given the topography shown by E x h i b i t Number 

16 7, does the t e r r a i n present surface l o c a t i o n r e s t r i c t i o n s 

17 t o Energen? 

18 A. Yeah. I t ' s a very rugged t e r r a i n and -- yeah. 

19 Each and every l o c a t i o n i s one t o be cherished. 

20 Q. So w i l l the r e l i e f t h a t Energen requests i n 

21 i t s order allow Energen t o d r i l l a d d i t i o n a l w e l l s from 

22 e x i s t i n g w e l l pads? 

23 A. Yes. 

24 Q. W i l l i t a l so a l l o w Energen t o avo id a d d i t i o n a l 

25 su r face dis turbance? 
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1 A. Yes, i t w i l l . i 

2 Q. Let's discuss geology. Turn t o E x h i b i t 8. j 

3 What does t h a t show us? 

4 A. This i s a s t r u c t u r a l map drawn on the top of 

5 the P i c t u r e d C l i f f s Formation, which immediately 

6 u n d e r l i e s the F r u i t l a n d Coal. ! 

7 As you can see, the increased s t r u c t u r a l ! 

8 e l e v a t i o n i s moved from the a p p l i c a t i o n area. I t ' s n o r t h ! 

9 toward the Colorado border. There's a prominent f e a t u r e | 

10 there t h a t s o r t of st r a d d l e s the Colorado border, i 

11 s t r a d d l i n g the a c t u a l Colorado/New Mexico t e x t on the 

12 map, which is the Ignacio anticline, which is a regional * 

13 s t r u c t u r e t h a t ' s f a i r l y w e l l known i n t h i s area. 

14 Q. E x h i b i t 9, what does t h a t show us? 

15 A. E x h i b i t 9 i s a net coal thickness map using a 

16 bulk d e n s i t y c u t o f f of two grams per cc or les s , which i s 

17 a c u t o f f we use t o i d e n t i f y c o a l . The t h i c k e r areas are j 

18 shown i n various shades of green. And as you move i n t o ; 

19 the s o r t of blues and purples, those r e f l e c t areas where 

20 the net coal thickness i s le s s . j 

21 Q. Does E x h i b i t 9 also r e f l e c t an AA prime l i n e s 

22 f o r a cross-section? 

23 A. Yes, i t does, i n red. 

24 Q. Let's t u r n t o E x h i b i t 10. T e l l us what t h a t j 

25 shows. 
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1 A. This shows a cros s - s e c t i o n as shown --

2 referenced on the previous thickness map, j u s t showing 

3 the nature of the coal package i n the area of the 

4 a p p l i c a t i o n lands. 

5 As you can see, i n the two w e l l s on the l e f t 

6 side of the cro s s - s e c t i o n , the coal package comprises two 

7 seams, one t h i c k primary upper seam, as w e l l as a t h i n n e r 

8 secondary seam, and we would propose t o s i d e t r a c k --

9 d r i l l a h o r i z o n t a l s i d e t r a c k recompletion i n the t h i c k e r 

10 upper seam. 

11 Q. I n the v e r t i c a l w e l l s , are both of these seams 

12 c u r r e n t l y producing? 

13 A. They are. And they w i l l remain on pr o d u c t i o n 

14 once s i d e t r a c k operations are complete. 

15 Q. Turn t o E x h i b i t 11 and t a l k about the 

16 proposal. 

17 A. I j u s t prepared some p l a t s , and our engineer 

18 w i l l expound on these a l i t t l e f u r t h e r . 

19 But I b a s i c a l l y j u s t wanted t o prepare these 

20 t o give you a v i s u a l reference of what we're proposing t o 

21 do here. I n each case, the upper scenario i s the 

22 scenario t h a t i s c u r r e n t l y p e r m i t t e d by the State, which 

23 would allow us t o s i d e t r a c k recomplete both e x i s t i n g 

24 v e r t i c a l w e l l s i n each 320-acre d r i l l block. 

25 And then below you can see t h a t what we're 
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1 simply t r y i n g t o do i s j u s t t o cut t h a t e f f o r t and 

2 consequent a surface and other disturbances i n h a l f and 

3 j u s t do i t once but s t i l l develop the same coal reserves. 

4 Q. The r e s u l t i s you get a longer l a t e r a l w i t h 

5 the sidetrack? 

6 A. The r e s u l t i s t h a t you j u s t have t o do i t 

7 once, r a t h e r than t w i c e . I b e l i e v e the l e n g t h i s --

8 t o t a l h o r i z o n t a l l e n g t h per 320 i s the same i n each case, 

9 but i t j u s t reduces waste. 

10 Q. Look at E x h i b i t s 11, 12 and 13. I t shows 

11 proposals and what's p o s s i b l e now under the rules? 

12 A. Yes. I n each case the c u r r e n t l y allowed 

13 scenario, which would provide us t o d r i l l t o s i d e t r a c k 

14 recomplete each of the v e r t i c a l w e l l s versus our proposed 

15 scenario on the bottom, which i s where we would j u s t 

16 s i d e t r a c k one of those w e l l s across the e n t i r e 320. 

17 Q. For each of the proposed s i d e t r a c k s , w i l l each 

18 of the s i d e t r a c k s penetrate the coal and then terminate 

19 w i t h i n the c u r r e n t setbacks allowed? 

20 A. Yes. 

21 Q. Are c o r r e l a t i v e r i g h t s an issue here? 

22 A. I b e l i e v e not, since we are s t a y i n g w i t h i n the 

23 e s t a b l i s h setbacks. 

24 Q. Were E x h i b i t s 6, 7,f 8, 9, 10, 11, 12 and 13 

25 prepared by you? 
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1 A. Yes. 

2 MR. HALL: At t h i s p o i n t we move the 

3 admission of E x h i b i t s 6 through 13. That concludes our 

4 d i r e c t of Mr. Benson. 

5 EXAMINER WARNELL: E x h i b i t s 6 through 13 

6 are admitted. 

7 Mr. Brooks? 

8 ( E x h i b i t s 6 through 13 admitted.) 

9 EXAMINER BROOKS: No questions. 

10 EXAMINATION 

11 BY EXAMINER WARNELL: 

12 Q. Mr. Benson, do you know i f the v e r t i c a l 

13 w e l l s i f t h e i r logs are on f i l e w i t h OCD? 

14 A. Whatever logs we have on those should be on 

15 f i l e , t o the best of my knowledge. I n many cases, the 

16 i n i t i a l v e r t i c a l w e l l was d r i l l e d and c a v i t a t e d . So what 

17 we t y p i c a l l y d i d was d r i l l and set a casing above the 

18 coal and then j u s t run a mud l o g t o a s c e r t a i n the 
19 p o s i t i o n of the coal seams. 

2 0 EXAMINER WARNELL: No f u r t h e r questions. 

21 Thank you. 

22 MR. HALL: Mr. Examiner, we'd c a l l Rounak 

23 C o l l i e r t o the stand. 

24 

25 
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1 ROUNAK COLLIER 

2 Having been f i r s t d u l y sworn, t e s t i f i e d as f o l l o w s : 

3 DIRECT EXAMINATION 

4 BY MR. HALL: 

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

6 A. Rounak C o l l i e r . 

7 Q. Ms. C o l l i e r , where do you l i v e and whom are 

8 you employed? 

9 A. Birmingham, Alabama. I'm employed by Energen 

10 Resources. 

11 Q. I n what ca p a c i t y are employed? 

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

13 Q. You've never t e s t i f i e d before the D i v i s i o n and 

14 had your c r e d e n t i a l s e s t a b l i s h e d , have you? 

15 A. No, s i r . 

16 Q. Would you give the Hearing Examiner a b r i e f 

17 summary of your educational background and work 

18 experience? 

19 A. I graduated from Kansas State U n i v e r s i t y w i t h 

2 0 a chemical engineering degree. I worked w i t h 

21 Schlumberger as a f i e l d engineer. Also, I worked f o r XTO 

22 as a r e s e r v o i r engineer. And I've been working f o r 

23 Energen Resources f o r about s i x years as a r e s e r v o i r 

24 engineer. 

25 Q. And how long have you been working i n the San 
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1 Juan Basin? 

2 A. About s i x . 

3 Q. You've t e s t i f i e d before other s t a t e r e g u l a t o r y 

4 agencies? 

5 A. I n Colorado. 

6 Q. You're f a m i l i a r w i t h the lands t h a t are the 

7 subject of t h i s a p p l i c a t i o n ? 

8 A. Yes, s i r . 

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

10 o f f e r Ms. C o l l i e r as an expert petroleum engineer. 

11 EXAMINER WARNELL: Ms. C o l l i e r i s so 

12 recognized. 

13 Q. (By Mr. H a l l ) I n the course of your 

14 involvement w i t h t h i s p r o j e c t , have you undertaken an 

15 examination t o determine whether the increased 

16 f l e x i b i l i t y f o r d r i l l i n g s i d e t r a c k s i n a l a t e r a l w i l l 

17 lead t o the more e f f i c i e n t economic recovery of coalbed 

18 methane resources? 

19 A. Yes. 

20 Q. What d i d you conclude? 

21 A. Increased the production and i t helped w i t h --

22 produce as much po s s i b l e the gas i n place. 

23 Q. I f you would t u r n t o your E x h i b i t s 14, 15 and 

24 16, e x p l a i n t o the Examiner what those are showing us. 

25 A. As Mr. Benson spoke e a r l i e r about E x h i b i t s 11, 
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1 12 and 13, my E x h i b i t s 14, 15 and 16 gives you the 

2 economic background f o r these two scenarios. 

3 E x h i b i t 14 shows the San Juan 32-5 105. We 

4 d r i l l e d two s i d e t r a c k s versus one s i d e t r a c k . I t gives 

5 you the i n i t i a l l e n g t h and combined two si d e t r a c k s versus 

6 one. I t gives you the amount of c a p i t a l being spent and 

7 what are o r i g i n a l gas and place and how much we estimate 

8 t o recover w i t h these two scenarios. 

9 Also, i t presents what i s our r e g u l a r r e t u r n 

10 net present value and the payout discount value. 

11 Q. Have you looked at the l i n e item f o r the EURs? 

12 They're roughly the same. They're not adding much by way 

13 of a d d i t i o n a l reserves here. 

14 A. We are not r e a l l y adding much by d r i l l i n g one 

15 s i d e t r a c k versus two. The only t h i n g we are doing i s 

16 making i t more economically v i a b l e f o r t h i s process. 

17 Q. Do E x h i b i t s 14, 15 and 16 show us t h a t you're 

18 reducing your LOEs f o r each of the u n i t s ? 

19 A. That i s t r u e . As we s i d e t r a c k the e x i s t i n g 

20 v e r t i c a l w e l l f o r 160, we add a p o r t i o n of e x t r a LOE t o 

21 maintain the e x i s t i n g v e r t i c a l plus the h o r i z o n t a l 

22 s i d e t r a c k . And by doing i t one s i d e t r a c k , t h a t would 

23 help reduce LOE e s p e c i a l l y . 

24 Q. Let's look a t the l a s t l i n e item on each of 

25 those e x h i b i t s , discounted payout. What does t h a t t e l l 
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2 A. Well, you're spending a l o t less t o d r i l l the 

3 w e l l on the second scenario. Therefore, you pay f o r the 

4 w e l l f a s t e r . 

5 Q. The payout occurs quicker? 

6 A. Yeah. 

7 Q. Does a quicker payout allow you t o extend the 

8 producing l i f e of the well? 

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

10 Q. Does t h a t r e s u l t i n more economically 

11 e f f i c i e n t recovery? 

12 A. Yes. 

13 Q- Let's look at E x h i b i t s 17 and 18. I f you 

14 would i d e n t i f y those and compare them f o r the Hearing 

15 Examiner. 

16 A. I would l i k e t o s t a t e t h a t Energen has several j 

17 si d e t r a c k s d r i l l e d i n t h a t area, as Mr. Benson showed. 

18 What I have done, j u s t t o show what we have done and what 

19 our production has t o l d us, I've taken the group of the 

20 sid e t r a c k s , d i v i d e them i n two groups by len g t h . 

21 So the f i r s t group i s from 900 -- almost 970 

22 f e e t t o almost 1,700 f e e t , w i t h a meeting of 1,300, 

23 versus the second group of almost 1,700 to 2,400 feet, \ 

24 w i t h a meeting of 2,000. 

25 These graphs were put by time zero production ; 
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based on when the s i d e t r a c k was done. I n the upper l e f t 

2 hand of the graph, i t shows you the average 12-month 

3 p r o d u c t i o n of the subject w e l l s before and a f t e r the 

4 s i d e t r a c k . I t w i l l give you the d i f f e r e n c e of how much 

5 increase i n production we have gained. I t ' s very c l e a r , 

6 the longer s i d e t r a c k s , i t gives us a bigger d i f f e r e n c e i n 

7 p r o d u c t i o n . 

8 Q. I f we look at the center, at the bottom of 

9 each E x h i b i t 17 and 18, i t shows us median what? 

10 A. Median l e n g t h . 

11 Q. So we are g a i n i n g some l a t e r a l l e n g t h w i t h 

12 Energen's proposal here? 

13 A. Yes. 

14 Q. So Energen's hope f o r r e s u l t s would more 

15 c l o s e l y t r a c k what's shown on E x h i b i t 18? 

16 A. Yes. 

17 Q. Do d r i l l i n g the s i d e t r a c k s allow Energen t o 

18 avoid the economic waste which would be associated w i t h a 

19 new d r i l l ? 

20 A. That's t r u e . 

21 Q. And do you minimize some of your mechanical 

22 r i s k s , as well? 

23 A. Most d e f i n i t e l y . 

24 Q. I n your o p i n i o n , Ms. C o l l i e r , would g r a n t i n g 

25 of Energen's a p p l i c a t i o n be i n the i n t e r e s t of 
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1 conservation and the p r e v e n t i o n of waste and p r o t e c t i o n 

2 of c o r r e l a t i v e r i g h t s ? 

3 A. Yes. 

4 Q. Were E x h i b i t s 14 through 18 prepared by you or 

5 at your d i r e c t i o n ? 

6 A. Yes. 

7 MR. HALL: We move admission of E x h i b i t s 

8 14 through 18. That concludes our d i r e c t of Ms. C o l l i e r . 

9 EXAMINER WARNELL: E x h i b i t s 14 through 18 

10 are admitted. 

11 ( E x h i b i t s 14 through 18 admitted.) 

12 MR. HALL: We would also move the 

13 admission of E x h i b i t 19, which i s our n o t i c e a f f i d a v i t . j 

14 The c o u r t r e p o r t e r has the o r i g i n a l s of the n o t i c e 

15 letters. \ 

16 EXAMINER WARNELL: E x h i b i t 19 i s admitted. 

17 ( E x h i b i t 19 admitted.) 

18 EXAMINER BROOKS: No questions. 

19 EXAMINER WARNELL: I have no questions. 

20 Thank you. \ 

21 MR. HALL: That concludes our case. Thank 

22 you very much. 

23 EXAMINER WARNELL: Thank you. With t h a t , 

24 

25 

Case 14654 w i l l be taken under advisement. 
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