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MR. BROOKS: We w i l l c a l l Case Number 

2 14563, the A p p l i c a t i o n of Lime Rock Resources, LLP, 

3 t o i n s t i t u t e a cooperative w a t e r f l o o d p r o j e c t i n the 

4 San Andres formation, Eddy County, New Mexico. I 

5 w i l l g ive counsel a l i t t l e b i t of time t o get t o the 

6 t a b l e s before they have t o be c a l l e d , declare t h e i r 

7 appearances. 

8 Once again, we w i l l c a l l Case Number 

9 14554 -- I'm so r r y . C a l l Case Number 14563, 

10 A p p l i c a t i o n of Lime Rock Resources t o i n s t i t u t e a 

11 cooperative w a t e r f l o o d p r o j e c t i n the San Andres 

12 formation, Eddy County, New Mexico. C a l l f o r 

13 appearances. 

14 MR. BRUCE: Mr. Examiner, Jim Bruce 

15 r e p r e s e n t i n g the a p p l i c a n t . I have two witnesses. 

16 MS. MUNDS-DRY: Mr. Examiner, Ocean 

17 Munds-Dry w i t h the law f i r m of Holland & Hart, LLP, 

18 r e p r e s e n t i n g Alamo Permian Resources, which acquired 

19 the i n t e r e s t s of Doral. 

20 MR. BROOKS: Do you have any 

21 witnesses? 

22 MS. MUNDS-DRY: I do not have any 

23 witnesses. 

24 MR. BROOKS: W i l l the witnesses 

25 please stand, i n d i v i d u a l l y i d e n t i f y yourselves, and 
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then you w i l l be sworn together. 

2 MR. REAGAN: Chuck Reagan. 

3 MR. PIPPIN: Mike Pippin. 

4 CHUCK REAGAN 

5 A f t e r having been f i r s t d u l y sworn under oath, 

6 was questioned and t e s t i f i e d as f o l l o w s : 

7 EXAMINATION 

8 BY MR. BRUCE: 

9 Q Would you please s t a t e your name f o r the 

10 record? 

11 A Chuck Reagan. 

12 Q And where do you reside? 

13 A Houston, Texas.. 

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

15 A Limb Rock Resources, and I'm a petroleum 

16 landman f o r Lime Rock. 

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

18 d i v i s i o n ? 

19 A No, I have not. 

20 Q Would you summarize your educational and 

21 employment background f o r the examiner? 

22 A I graduated from the U n i v e r s i t y of Texas 

23 i n 1982 w i t h a degree i n petroleum land management. 

24 Worked f o r a couple of d i f f e r e n t companies. I j o i n e d 

25 Lime Rock a couple of years ago. 
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Q And does your area of r e s p o n s i b i l i t y at 

2 Lime Rock in c l u d e t h i s p o r t i o n of Southeast New 

3 Mexico? 

4 A Yes, i t does. 

5 Q Are you f a m i l i a r w i t h the land matters 

6 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 ? 

7 A Yes. 

8 Q And have you worked as a petroleum landman 

9 since 1982? 

10 A Yes. 

11 MR. BRUCE: Mr. Examiner, I tender 

12 Mr. Reagan as an expert petroleum landman. 

13 MS. MUNDS-DRY: No o b j e c t i o n . 

14 MR. BROOKS: He i s so q u a l i f i e d . 

15 Q (By Mr. Bruce) B r i e f l y , Mr. Reagan, what 

16 does Lime Rock seek i n t h i s case? 

17 A Lime Rock seeks t o convert t e n Lime Rock 

18 w e l l s t h a t we c u r r e n t l y own t o i n j e c t i o n w e l l s by 

19 i n j e c t i o n i n t o the A r t e s i a Queen Grayburg San Andres 

20 Pool a t approximately -- approximate depths of 24 00 

21 t o 3400 f e e t . 

22 Q And, again, these w e l l s w i l l be -- they 

23 are e x i s t i n g w e l l s , and they w i l l be converted from 

24 production? 

25 A Yeah, e x i s t i n g w e l l s . I t h i n k they make 
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l i k e a b a r r e l a day or something l i k e t h a t . 

2 Q They are s t r i c t l y marginal? 

3 A Yes. 

4 MR. BROOKS: Did you say ten? 

5 A Ten, yes, s i r . 

6 Q (By Mr. Bruce) And what i s E x h i b i t 1? 

7 A E x h i b i t 1 i s a d e s c r i p t i o n of the w e l l s 

8 and the l o c a t i o n of the w e l l s . 

9 MR. BRUCE: And Mr. Examiner, i f you 

10 could t u r n t o -- open up E x h i b i t 3 and stuck i n the 

11 sleeve i s a land p l a t marked E x h i b i t 2 A. 

12 MR. BROOKS: I was going t o say i t i s 

13 marked E x h i b i t 2 A. 

14 MR. BRUCE: Yeah. 

15 MR. BROOKS: E x h i b i t 3 i s the 

16 notebook? 

17 MR. BRUCE: That i s c o r r e c t . 

18 Q (By Mr. Bruce) What i s E x h i b i t 2 A 

19 Mr. Reagan? 

20 A E x h i b i t 2 i s a map showing the ten 

21 i n j e c t i o n w e l l s . Also shows the Lime Rock's 

22 leasehold p o s i t i o n . The map also has the h a l f - m i l e 

23 c i r c l e s which are the areas of review. 

24 MR. BROOKS: Are the w e l l s t h a t have 

25 -- the w e l l s t h a t are shown w i t h the hexagon -- maybe 
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i t i s an octagon around them, I b e l i e v e i t i s an 

2 octagon -- are those the i n j e c t i o n wells? 

3 A Yes, s i r . 

4 Q (By Mr. Bruce) Okay. And so the ten 

5 w e l l s t h a t are the subject of t h i s a p p l i c a t i o n are 

6 noted on t h i s e x h i b i t , c o r r e c t ? 

7 A That's r i g h t . 

8 Q And what does the y e l l o w i n d i c a t e ? 

9 A The yellow i s Lime Rock's leasehold 

10 p o s i t i o n . 

11 Q And i n s o f a r as t h i s a p p l i c a t i o n i s 

12 concerned, i s Lime Rock the only working i n t e r e s t 

13 owner? 

14 A Yes, 100 percent. 

15 Q And these are a l l s t a t e leases involved? 

16 A That's r i g h t . 

17 Q And then another p l a t , E x h i b i t 2 B, what 

18 does t h a t represent? 

19 A 2 B i s a p l a t showing the lands t h a t we 

20 would l i k e t o i n clude i n t o t h i s Northwest State 

21 Waterflood I t i s a c t u a l l y a -- i t ' s k i n d of a 

22 Northwest A r t e s i a U n i t , which p r e t t y much covers the 

23 same lands I n a d d i t i o n t o the Northwest A r t e s i a 

24 U n i t , we would l i k e t o add Blocks D and J i n Section 

25 32 and then Block A i n Section 31. 
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Q Okay. So t h a t hatched l i n e i s the 

2 Northwest A r t e s i a U n i t operated by Lime Rock? 

3 A That's r i g h t . ' Operated by Lime Rock. We 

4 have l i k e 70 percent, and Yates has the remaining 

5 p o r t i o n . 

6 Q Okay. And then there are three squares. 

7 One i s t o t a l l y surrounded by the u n i t , but i t i s not 

8 u n i t i z e d ? 

9 A That's r i g h t . 

10 Q And then the northwest, northwest of 32 

11 and the northeast, northeast of 31, those are also 

12 a d d i t i o n a l t r a c t s a f f e c t e d by t h i s a p p l i c a t i o n ? 

13 A Right. We would l i k e t o add t o the 

14 w a t e r f l o o d . 

15 Q And i s the second page a l e g a l d e s c r i p t i o n 

16 of the leases and u n i t s a f f e c t e d by t h i s a p p l i c a t i o n ? 

17 A Yes, s i r . 

18 Q What i s E x h i b i t 3, Mr. Reagan? 

19 A E x h i b i t 3 i s the C-108 a p p l i c a t i o n . 

20 Q And who prepared t h i s ? 

21 A I prepared i t w i t h help from -- I d i d most 

22 of i t , but had some help from f i e l d ropers and 

23 engineering t e c h n o l o g i s t s and engineers i n our 

24 o f f i c e . 

25 Q Okay. I f you would t u r n t o r i g h t above 

PAUL BACA PROFESSIONAL COURT REPORTERS 
7e26dab2-d312-4a7d-ad25-32a0509298f1 



1 
Page 9 

where i t says A r t i c l e V Maps, r i g h t above t h a t , the 

2 l a s t three pages, f o u r pages, does t h a t i d e n t i f y the 

3 surface owners where the i n j e c t i o n w e l l s are located 

4 as w e l l as a l l o f f s e t operators or working i n t e r e s t 

5 owners i n the a f f e c t e d zone? 

6 A What section? Page 19? 

7 Q That i s c o r r e c t . 

8 A Yes. 

9 Q And how i s t h i s i n f o r m a t i o n determined? 

10 A That was determined -- p a r t of -- the 

11 f i e l d ropers researched t h a t , and also we have some 

12 i n f o r m a t i o n t h a t we obtained from Johnny Gray t h a t he 

13 has provided us i n the past t h a t showed h i s surface 

14 ownership. 

15 Q And so t h i s was -- t h i s i s cu r r e n t 

16 i n f o r m a t i o n taken from s t a t e and f e d e r a l -- s t a t e 

17 records, c o r r e c t ? 

18 A Yes, l i k e i n the l a s t couple of months. 

19 Q W i l l our next witness, Mr. Pippin, also 

20 address c e r t a i n aspects of t h i s a p p l i c a t i o n ? 

21 A Yes, s i r . 

22 Q Okay. Now, i f you would t u r n back t o 

23 Section V I I under the water a n a l y s i s p o r t i o n , j u s t a 

24 couple of questions on t h i s . I n s o f a r as operations, 

25 what type of water w i l l be i n j e c t e d i n t o the 
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1 i n j e c t i o n wells? 

2 A What type of water? 

3 Q Or w i l l i t be produced or f r e s h water? 

4 A Yeah, produced water. Same water from 

5 these water a n a l y s i s r e p o r t s . 

6 Q Okay. And i t i s j u s t produced water from 

7 the Red Lake area, corr e c t ? 

8 A Yeah. 

9 Q And under A r t i c l e X I I I , proof of n o t i c e , 

10 does t h a t c o n t a i n your n o t i c e l e t t e r t o a l l of the 

11 o f f s e t operators as w e l l as the surface owners? 

12 A Yes, i t does. Most of the green cards are 

13 coming back except f o r BP, George Chase, and 

14 Chesapeake. Some of those guys from BP a c t u a l l y 

15 c a l l e d me about the a p p l i c a t i o n . They were 

16 s a t i s f i e d . They d i d n ' t have any issues w i t h i t . 

17 Q And was the BLM -- d i d you provide n o t i c e 

18 of t h i s a p p l i c a t i o n t o the BLM? 

19 A Yes. I t i s one of the l e t t e r s . 

20 MR. BRUCE: Mr. Examiner, what I have 

21 handed you t h a t Mr. Reagan j u s t t e s t i f i e d t h a t he had 

22 not yet received green cards from BP and George 

23 Chase, i s i t ? 

24 A BP, George Chase, and Chesapeake. 

25 MR. BRUCE: And what I have handed 
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you, Mr. Examiner, i s from the post o f f i c e ' s website 

2 t r a c k i n g -- co n f i r m i n g t h a t a l l of these were 

3 d e l i v e r e d . The f i r s t one, although I d i d n ' t mark i t , 

4 i s the BP n o t i c e . The second one i s the Chase 

5 n o t i c e . And the t h i r d one i s the Chesapeake n o t i c e . 

6 They have received a c t u a l n o t i c e of t h i s a p p l i c a t i o n , 

7 and we don't have the green cards. And when we 

8 receive them, we w i l l submit the green cards t o 

9 the --

10 MR. BROOKS: Okay. We can t r a c k 

11 these numbers by the r e c e i p t number's 20 d i g i t or 21 

12 d i g i t number, whatever i t i s . 

13 MR. BRUCE: You can compare those 

14 against the green cards and the white s l i p s under 

15 A r t i c l e X I I I . 

16 MR. BROOKS: Okay. 

17 Q (By Mr. Bruce) And were E x h i b i t s 1 

18 through 3 prepared by you or under your supervision, 

19 Mr. Reagan? 

20 A Yes. 

21 Q And i n your o p i n i o n , i s the g r a n t i n g of 

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

23 the p r e v e n t i o n of waste? 

24 . A Yes, i t i s . 

25 MR. BRUCE: Mr. Examiner, I move the 
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admission of E x h i b i t s 1 through 3, plus 3 A, the USPS 

2 document. 

3 MS. MUNDS-DRY: No o b j e c t i o n . 

4 MR. BROOKS: Okay. 1 through 3 -- 1, 

5 2, and 3 - - 1 , 2 A, 2 B , 3 and 3 A are admitted. 

6 ( E x h i b i t s 1, 2A, 2B, 3 and 3A admitted.) 

7 MR. BRUCE: I have no f u r t h e r 

8 questions of the witness. 

9 MR. BROOKS: Ms. Munds-Dry? 

10 MS. MUNDS-DRY: I have no questions 

11 f o r Mr. Reagan. 

12 MR. BROOKS: You sa i d t h i s was a l l 

13 s t a t e land, c o r r e c t ? 

14 A Yes, s i r . 

15 MR. BROOKS: And E x h i b i t 2 B i s where 

16 we would go t o see the boundaries i n the proposed 

17 u n i t , c o r r e c t ? 

18 A That 1s r i g h t . 

19 MR. BROOKS: Now, t h i s i s going t o be 

20 a v o l u n t a r y u n i t ? 

21 A Uh-huh. 

22 MR. BROOKS: And has the u n i t already 

23 been formed? 

24 A Well, l e t me back up. I don't t h i n k -- i t 

25 i s going t o be more l i k e on a leasehold basis. Jim, 
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you might help me out. 

2 MR. BRUCE: Mr. Examiner, l o o k i n g at 

3 E x h i b i t 2 B, the hatched area i s the e x i s t i n g 

4 Northwest A r t e s i a U n i t . 

5 MR. BROOKS: Oh, okay. I t i s an 

6 e x i s t i n g u n i t ? 

7 MR. BRUCE: I t i s an e x i s t i n g u n i t 

8 formed --

9 A I t produces out of the Grayburg. We're 

10 going t o be i n j e c t i n g t o the San Andres. This 

11 happens t o be i n the same spot, but i t i s out of the 

12 shallower formation. 

13 MR. BROOKS: Well, I am t r y i n g t o 

14 e s t a b l i s h i s the land ownership as t o the formation 

15 t h a t you're going t o be -- and you're going t o be 

16 producing -- your p r o j e c t i s i n what formation again? 

17 A San Andres. 

18 MR. BROOKS: And i s the San Andres 

19 covered i n the u n i t agreement? I s i t u n i t i z e d ? 

20 MR. BRUCE: Yes, i t i s . 

21 MR. BROOKS: Now, what about these 

22 other two t r a c t s t h a t are being added? Are they 

23 being added t o the u n i t ? 

24 MR. BRUCE: Mr. Examiner, the 

25 e f f e c t i v e date of the u n i t was February 1, 1974. 
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1 MR. BROOKS: Right. 1 

2 MR. BRUCE: Northwest A r t e s i a U n i t . 

3 A c t u a l l y , i t i s j u s t being developed c o o p e r a t i v e l y . j 

4 I n other words, we're not seeking t o expand the u n i t . 

5 I t i s j u s t t h a t they are our producing w e l l s , our j 

6 i n j e c t i n g w e l l s on t h i s a d d i t i o n a l land, which we j 

7 hope we w i l l b e n e f i t by i t . So i t i s being done on a | 

8 cooperative basis. They w i l l not be u n i t i z e d . j 

9 MR. BROOKS: Does Lime Rock own 100 j 

10 percent of the working i n t e r e s t i n a l l i n v o l v e d land? 

11 A Out of the Northwest A r t e s i a Unit? 

12 MR. BROOKS: Yeah. 1 

13 A No. We have 74 percent and Yates has the 

14 remaining portion of it. \ 

15 MR. BROOKS: Okay. But t h a t i s 

16 uniform ownership throughout the u n i t ? 

17 A That 1s r i g h t . 

18 MR. BROOKS: Okay. What about these 

19 t r a c t s t h a t are being added, who has the working 

20 i n t e r e s t on those t r a c t s ? j 

21 A We own 100 percent of those as t o the San 

22 Andres formation. 

23 MR. BROOKS: Okay. And i t i s a l l j 

24 s t a t e land? | 

25 A I t i s a l l s t a t e land. 
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1 MR. BROOKS: So there i s no r o y a l t y 

2 ownership issues. What about o v e r r i d i n g r o y a l t i e s ? 

3 A There are some o v e r r i d i n g r o y a l t y i n t e r e s t 

4 owners. 

5 MR. BROOKS: Do you have t h a t 

6 i d e n t i f i e d anywhere i n the evidence? 

7 MR. BRUCE: I don't. We could 

8 supplement the record. 

9 A I would have t o get t h a t f o r you. 

10 MR. BROOKS: This i s my concern, 

11 because i f we're doing a lease w a t e r f l o o d , we don't 

12 have t h i s issue. I f we're doing a u n i t w a t e r f l o o d , 

13 we don't have t h i s issue. But i f i t ' s p a r t l y a lease 

14 w a t e r f l o o d and p a r t l y a u n i t w a t e r f l o o d , don't we 

15 have a question t h a t w a t e r f l o o d can move -- can cause 

16 hydrocarbons t o move around, and could i t -- i f there 

17 are people t h a t own -- have d i f f e r e n t i a l ownership, 

18 doesn't t h a t r a i s e c o r r e l a t i v e r i g h t s issues? 

19 MR. BRUCE: I don't t h i n k i t does, 

20 Mr. Examiner, f o r the f o l l o w i n g reasons: I f you w i l l 

21 look a t E x h i b i t 2 A, the b i g land p l a t you have i n 

22 f r o n t of you --

23 MR. BROOKS: Yeah . 

24 MR. BRUCE: - - w e a re s e e k i n g t o as 

25 p a r t o f t h e p r o j e c t - - and i t w o u l d be t h e r e 
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regardless, i f you look a t the no n u n i t i z e d t r a c t , the 

2 northwest, southeast of Section 32 w i t h i n the u n i t --

3 MR. BROOKS: Yeah. 

4 MR. BRUCE: -- i t has no i n j e c t o r s on 

5 i t . Now, water -- there might be some movement of 

6 f l u i d s from the -- you know, due t o the i n j e c t o r s t o 

7 the n o r t h of there, but tha t 's going t o happen 

8 regardless. 

9 MR. BROOKS: Well, i n j e c t o r s t o the 

10 n o r t h -- the u n i t doesn't -- the proposed p r o j e c t 

11 area doesn't proceed t o the n o r t h of there, does i t ? 

12 You're t a l k i n g about the northwest of the northwest 

13 of 32, correc t ? 

14 MR. BRUCE: Well, I was t a l k i n g about 

15 the northwest, southeast of 32 f i r s t and foremost. 

16 MR. BROOKS: Oh, okay. 

17 MR. BRUCE: I f you're l o o k i n g at 

18 E x h i b i t 2 B --

19 MR. BROOKS: Yeah. 

20 MR. BRUCE: -- t h a t northwest, 

21 southeast i s not u n i t i z e d . 

22 MR. BROOKS: Okay. The northwest, 

23 southeast i s not u n i t i z e d . 

24 MR. BRUCE: And l e t me ask, 

25 Mr. Reagan, are there already i n j e c t o r s on some of j 
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1 t h i s i n the --

2 A Yeah, there i s an i n j e c t o r -- i t i s i n the 

3 east h a l f of the southwest q u a r t e r . I t h i n k i t i s 

4 l i k e 5 and 8 maybe. 

5 MR. BRUCE: Yeah. So Mr. Examiner, 

6 what you're l o o k i n g a t i s f o r whatever reason when 

7 the Northwest A r t e s i a U n i t was approved and a 

8 w a t e r f l o o d p r o j e c t was approved f o r t h a t u n i t by 

9 Order R-4727, t h a t 40 acres was l e f t out of the u n i t , 

10 and there are c u r r e n t l y i n j e c t o r s i n the east h a l f , 

11 southwest of Section 32. 

12 Water i s going t o move regardless, 

13 and probably -- we be l i e v e i t w i l l b e n e f i t the u n i t , 

14 but i t might also b e n e f i t t h a t t r a c t , but obviously, 

15 the no n u n i t i z e d i n t e r e s t owners shouldn't be 

16 adversely a f f e c t e d . They would b e n e f i t -- and maybe 

17 Mr. Pippin could answer t h i s question b e t t e r , our 

18 next witness, but they would b e n e f i t from the 

19 i n j e c t i o n , not be adversely a f f e c t e d . 

2 0 MR. BROOKS: You're t a l k i n g about the 

21 owners i n the northwest of the southeast --

22 MR. BRUCE: Correct. 

23 MR. BROOKS: -- of 32? Okay. 

24 MR. BRUCE: And i f you go t o the 

25 northwest, northwest of 32, there i s the -- there 
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would be the i n j e c t i o n w e l l t o the west. 

2 MR. BROOKS: Right. 

3 MR. BRUCE: And they may b e n e f i t from 

4 t h a t , but they wouldn't be adversely a f f e c t e d . 

5 MR. BROOKS: Okay. What about the 

6 owners i n the northeast, northeast of 31 where there 

7 i s an i n j e c t i o n well? 

8 MR. BRUCE: There w i l l be an 

9 i n j e c t i o n w e l l t h e r e , but I b e l i e v e there i s also a 

10 producing w e l l , and they hope t o b e n e f i t t h a t 

11 producing w e l l w i t h t h a t i n j e c t i o n . 

12 MR. BROOKS: Right. Okay. We may 

13 need t o go over t h i s some more w i t h the engineer 

14 witness because i t does seem t o be an area of concern 

15 since you're not u n i t i z i n g the p r o j e c t area i s my 

16 understanding. 

17 MR. BRUCE: No, we're not 

18 u n i t i z i n g -- we're not expanding the Northwest 

19 A r t e s i a U n i t . 

20 MR. BROOKS: Okay. Go ahead. 

21 MR. BRUCE: That's a l l the questions 

22 I have. 

23 MR. BROOKS: Mr. Jones? 

24 MR. JONES: I'm probably t o t a l l y 

25 confused so I ' d b e t t e r not ask any questions here. 
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1 MR. BROOKS: Well, I ' m p r e t t y 

2 confused myself, too. 

3 MR. BRUCE: And i t i s pe r m i s s i b l e 

4 under both State Land O f f i c e r e g u l a t i o n s , and there 

5 i s no f e d e r a l land i n v o l v e d , f e d e r a l r e g u l a t i o n s t o 

6 have cooperative p r o j e c t s l i k e t h i s where we do not 

7 u n i t i z e , and you j u s t pay people on a lease. I n t h i s 

8 case, there i s a lease basis or a p a r t l y u n i t , p a r t l y 

9 lease basis, and I t h i n k p a r t of the t h i n g i s the 

10 working i n t e r e s t owner or owners are responsible f o r 

11 l o o k i n g a f t e r the i n t e r e s t s of t h e i r o v e r r i d i n g 

12 r o y a l t y owners. 

13 MR. BROOKS: Well, and you know, I 

14 don't know what s t a t e leases provide on t h a t s u bject. 

15 There, again, we're back t o -- can e a s i l y a s c e r t a i n 

16 them because the s t a t e lease forms are s t a t u t o r y , so 

17 they are r e a d i l y a v a i l a b l e . Anyway, we w i l l look 

18 i n t o t h i s f u r t h e r l a t e r . 

19 MR. BRUCE: Mr. Examiner, i f you 

20 don't mind, subsequent t o t h i s hearing, I b e l i e v e 

21 there are some Land O f f i c e r e g u l a t i o n s on t h i s t h a t I 

22 w i l l --

23 MR. BROOK'S: Yeah, i f you cou ld 

24 p rov ide us - - p rov ide me w i t h a memorandum of 

25 any th ing I need t o look a t , I would g r e a t l y 
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1. appreciate i t . 

2 MR. BRUCE: W i l l do. 

3 MR. BROOKS: Did you have any other 

4 questions, Mr. Jones --

5 MR. JONES: No, s i r . 

6 MR. BROOKS: -- f o r t h i s witness? 

7 Very's good. The witness may stand down. You may 

8 c a l l your next witness. 

9 MR. BRUCE: I c a l l Mr. Pippin t o the 

10 stand. 

11 MR. BROOKS: And Mr. Bruce, i n terms 

12 of examining t h i s , because I haven't been presented 

13 w i t h i t before, i f you could f i n d out i f there i s 

14 anything t h a t -- from the OCD's perspective, i f t h i s 

15 i s something t h a t we have done i n the past. 

16 MR. BRUCE: I t h i n k there i s an 

17 order, I w i l l have t o d i g i t up, from -- there are 

18 cooperative w a t e r f l o o d p r o j e c t s approved by d i v i s i o n 

19 orders. 

20 MR. BROOKS: Well, I have heard some 

21 t h a t have t h a t name on them, but I haven't been 

22 i n v o l v e d --

23 MR. BRUCE: I know of one t h a t I can 

24 p i c k up p r e t t y q u i c k l y . I w i l l look t h a t up. 

25 MR. BROOKS: I would appreciate i t . 
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MR. BRUCE: Mr. Examiner, Mr. Pippin 

2 w i l l t e s t i f y about several e x h i b i t s , and we are -- i f 

3 I may, he w i l l t e s t i f y on E x h i b i t s 4 through 9. 

4 U n f o r t u n a t e l y , we ended up having only a couple of 

5 copies of E x h i b i t s 4 through 7. We w i l l make 

6 a d d i t i o n a l copies and --

7 MR. BROOKS: Well, we have copies f o r 

8 each of the examiners. We can give the set t o the 

9 court r e p o r t e r when we --

10 MR. BRUCE: And I had promised Ms. 

11 Munds-Dry a f u l l set of copies. 

12 MS. MUNDS-DRY: That's okay. I can 

13 get t h a t . I can peek over Mr. Bruce's shoulder. 

14 MR. BRUCE: You and I don't have 

15 copies. 

16 MS. MUNDS-DRY: Well, then, there's 

17 t h a t . 

18 PAUL MICHAEL PIPPIN 

19 A f t e r having been f i r s t d u l y sworn under oath, 

20 was questioned and t e s t i f i e d as f o l l o w s : 

21 EXAMINATION 

22 BY MR. BRUCE: 

23 Q Would you please s t a t e your f u l l name f o r 

24 the record? 

25 A Paul Michael Pippin. 1 
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And where do you reside? 

2 A Farmington, New Mexico. 

3 Q What i s your occupation? 

4 A I am a c o n s u l t i n g petroleum engineer. 

5 Q And what i s your r e l a t i o n s h i p t o Lime Rock 

6 i n t h i s case? 

7 A On t h i s issue, I am working w i t h Lime 

8 Rock, and I have worked f o r them f o r the l a s t two 

9 years. 

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

11 d i v i s i o n ? 

12 A Yes, s i r . 

13 Q I w i l l take a step back. You are a 

14 petroleum engineer? 

15 A Yes. 

16 Q When you t e s t i f i e d , were your c r e d e n t i a l s 

17 as an expert petroleum engineer accepted as a matter 

18 of record? 

19 A Yes. 

20 Q Have you stu d i e d the engineering i n t h i s 

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

22 A Yes. 

23 Q And have you also reviewed E x h i b i t 3, 

24 which was p r e v i o u s l y admitted i n t o the record, the 

25 C- 108? 
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1 A Yes. 

2 MR. BRUCE: Mr. Examiner, I would 

3 tender Mr. Pippin as an expert petroleum engineer. 

4 MS. MUNDS-DRY: No o b j e c t i o n . 

5 MR. BROOKS: So q u a l i f i e d . 

6 Q (By Mr. Bruce) Mr. Pippin, could you 

7 i d e n t i f y E x h i b i t 4 f o r the examiner and maybe discuss 

8 the geology of the i n j e c t i o n zone? 

9 A E x h i b i t 4 i s a type l o g . Predominantly, 

10 the San Andres formation w i t h i n the A r t e s i a Queen 

11 Grayburg San Andres Pool. I t shows top of the San 

12 Andres, the middle, the lower, w i t h several d i f f e r e n t 

13 l o g c h a r a c t e r i s t i c s . 

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

15 A E x h i b i t 5 shows most of the p r o j e c t area 

16 i n c l u d i n g the cross-sections A, A prime, and B, B 

17 prime. 

18 Q And t h a t i s j u s t simply a map t o i d e n t i f y 

19 the l o c a t i o n of the w e l l s i n the cross-section, i t i s 

20 not? 

21 A That's c o r r e c t . I t also shows the 

22 s t r u c t u r e . 

23 Q What i s the s t r u c t u r e i n t h i s area? 

24 A Looks l i k e i t s l o w l y dips t o the 

25 southeast. 
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1 Q And t h a t should not be a b i g f a c t o r i n 

2 recovery i n t h i s area? 

3 A We don't b e l i e v e t h a t i s a f a c t o r at a l l , 

4 no, s i r . 

5 Q Why don't you move on t o your 

6 cross-sections, E x h i b i t s 6 and 7, and discuss them 

7 and the c o n t i n u i t y of the r e s e r v o i r i n t h i s area. 

8 A E x h i b i t 6 the cros s - s e c t i o n depicted i n 

9 E x h i b i t 5. I t i s A, A prime from the southwest t o 

10 the northeast. E x h i b i t 7 i s B, B prime from the 

11 northwest t o the southeast. These cross-sections are 

12 presented t o show c o n t i n u i t y of the r e s e r v o i r . 

13 Q And these are continuous n o r t h t o south 

14 and east t o west across t h i s area? 

15 A Yes, i t i s . 

16 Q And what pool i s i n v o l v e d i n t h i s 

17 a p p l i c a t i o n , Mr. Pippin? 

18 A I t i s the A r t e s i a Queen Grayburg San 

19 Andres Pool. 

20 Q And t h i s pool covers q u i t e a large extent, 

21 does i t not? 

22 A Yes, s i r . 

23 Q I mean, i t covers acreage outside of what 

24 we're i n t e r e s t e d i n today; i s t h a t correct? 

25 A Yes, i t does. 
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1 Q And as t o the basic geology i n the area, 

2 i s t h i s a l e n t i c u l a r r e s e r v o i r or --

3 A The formation i n the p r o j e c t area c o n s i s t s 

4 of l e n t i c u l a r p o r o s i t y lenses. These lenses are made 

5 up of f i n e t o very course c r y s t a l and dolomites. 

6 Q Let's move on t o a n t i c i p a t e d recoveries. 

7 F i r s t of a l l , you're c o n v e r t i n g t e n i n j e c t i o n w e l l s . 

8 What i s the c u r r e n t s t a t u s roughly of those wells? 

9 A C u r r e n t l y , they are a l l producing out of 

10 the subject pool. They average a l i t t l e over one 

11 b a r r e l of o i l per day. They average a l i t t l e under 

12 t e n MCF a day. They are a l l marginal w e l l s . 

13 Q Okay. What i s E x h i b i t 8? 

14 A E x h i b i t 8 shows what Lime Rock's Reservoir 

15 Engineering Department be l i e v e s w i l l be the d e c l i n e 

16 of the w e l l s i n question i f i t i s not waterflooded. 

17 This i s a summary of a l l of the w e l l s t h a t Lime Rock 

18 be l i e v e s w i l l be a f f e c t e d by these i n j e c t i o n w e l l s . 

19 Q And how were those were a f f e c t e d -- how 

2 0 were the i n j e c t i o n w e l l s chosen? Maybe t h a t i s a 

21 good time t o ask t h i s question. 

22 A The ten i n j e c t i o n w e l l s were chosen t o 

23 create a p a t t e r n t o best recover a d d i t i o n a l reserves 

24 i n the most e f f i c i e n t manner given the shape of Lime 

25 Rock's leasehold acreage. 
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Q And does Lime Rock b e l i e v e t h a t these 

2 w e l l s w i l l b e n e f i c i a l l y a f f e c t o f f s e t t i n g w e l l s up 

3 t o , you know, 1,000 f e e t a q u a r t e r mile away? 

4 A Less than a q u a r t e r m i l e , yes. 

5 Q Okay. Now, E x h i b i t 8 i s the cur r e n t or 

6 what would occur w i t h o u t i n j e c t i o n . What i s E x h i b i t 

7 9? 

8 A E x h i b i t 9 shows the Reservoir Engineering 

9 Department 1s example of what t h i s w a t e r f l o o d w i l l 

10 create i n the w e l l s around i t . You can see i n 

11 E x h i b i t 9 produ c t i o n w i l l increase f o r both o i l and 

12 gas w i t h an EUR increase estimated at 258,000 b a r r e l s 

13 of o i l . 

14 Q Since these are e x i s t i n g w e l l s , the costs 

15 t o convert these w e l l s and put them on i n j e c t i o n w i l l 

16 be r e l a t i v e l y low, w i l l i t not? 

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

18 Q And you w i l l be able t o dispose of 

19 produced water, which might also f u r t h e r minimize 

20 o p e r a t i n g costs, would t h a t be correc t ? 

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

22 Q Because of the a d d i t i o n a l 258,000 b a r r e l s 

23 recovered, i n your o p i n i o n , i s the p r o j e c t 

24 economically and t e c h n i c a l l y f e a s i b l e at t h i s time? 

25 A Yes, i t i s . 
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Q Without c o n v e r t i n g these t e n w e l l s t o 

2 i n j e c t i o n , i t looks l i k e they would become uneconomic 

3 at some f a i r l y recent date; i s t h a t correct? 

4 A Yes. 

5 Q Let's go back t o E x h i b i t 3, the C-108. 

6 W i l l a l l of the i n j e c t i o n w e l l s be recompleted so as 

7 t o prevent movement of f l u i d s t o another pool or i n t o 

8 a water zone? 

9 A Yes, they w i l l . 

10 Q And speaking of water, are there any f r e s h 

11 water w e l l s i n t h i s area? 

12 A No, there are not. We checked w i t h the 

13 State Engineer's O f f i c e , and there were none. We 

14 also d i d an o n - s i t e search f o r water w e l l s , and the 

15 man -- superintendent could not f i n d any there 

16 e i t h e r . 

17 Q Looking at E x h i b i t 3, go t o Tab V I , the 

18 t a b u l a t i o n of data. And how many w e l l s are there 

19 w i t h i n the area of review which penetrate the 

20 i n j e c t i o n zone? 

21 A I b e l i e v e there i s 113. 

22 Q And how many plugged or abandoned wells? 

23 A I b e l i e v e there i s 32 P and A'd w e l l s . 

24 Q Okay. Behind t h a t page there i s a 

25 spreadsheet. Does t h a t c o n t a i n data on a l l of the 
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w e l l s w i t h i n the area of review? 

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

3 Q And behind t h a t , there i s data on the 

4 plugged w e l l s ; i s t h a t correct? 

5 A Yes. 

6 Q Ignore the f i r s t page, Mr. Pippin. Other 

7 than t h a t f i r s t page, are a l l of the w e l l s which have 

8 been plugged and abandoned, were they p r o p e r l y 

9 plugged and abandoned i n your opinion? 

10 A I b e l i e v e they were, yes. 

11 Q Let's t u r n back t o t h a t very f i r s t page t o 

12 the w e l l named the Tigner State Well #1. Did you 

13 review d i v i s i o n records regarding t h a t well? 

14 A Yes, I d i d . 

15 Q Such as they are perhaps? 

16 A The s t a t e website shows the API number, i t 

17 shows a l o c a t i o n , and i t shows a w e l l name, and i t 

18 shows very l i t t l e e l se. I t h i n k there i s f i v e pages 

19 on the s t a t e website, and most of them are t o t a l l y 

20 i l l e g i b l e . 

21 Q Apparently, t h i s w e l l was d r i l l e d , but you 

22 do not know t h a t from reviewing the s t a t e data? 

23 A We cannot t e l l i f the w e l l was even 

24 d r i l l e d . 

25 Q And i f i t was d r i l l e d , you can't t e l l what 
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1 depth i t was d r i l l e d to? 

2 A Correct.' 

3 Q There i s a page i n there t h a t says, 

4 "Notice of i n t e n t t o plug,'' I b e l i e v e , correct? 

5 A That's r i g h t . 

6 Q But you can't read any data on what was 

7 done w i t h the well? 

8 A Correct. 

9 Q I s Lime Rock w i l l i n g t o go out and t r y t o 

10 l o c a t e t h i s w e l l t o see what the c u r r e n t s t a t u s of 

11 t h a t is? 

12 A Yes, we can do t h a t . 

13 Q And w i l l Lime Rock r e p o r t back t o the 

14 d i v i s i o n on the s t a t u s of t h a t search? 

15 A We w i l l . 

16 Q And so t h i s plugging sketch i s -- you 

17 can't complete a plugging sketch on t h i s well? 

18 A The plugging sketch i s accurate. There i s 

19 a b s o l u t e l y nothing there i n the records. We don't 

20 know i f the w e l l was even d r i l l e d . 

21 Q Okay. Turning t o Tab V I I , the very f i r s t 

22 page of t h a t d i s c u s s i n g the proposed operations. Can 

23 you discuss the proposed i n j e c t i o n r a t e s and the 

24 pressures? And I w i l l ask you a follow-up question 

25 on t h a t , Mr. Pippin. 
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1 A Lime Rock would l i k e t o i n j e c t an average 

2 of 150 b a r r e l s of water per day per w e l l , the maximum 

3 of 600 b a r r e l s of water per day per w e l l w i t h an 

4 average i n j e c t i o n pressure of 500 PSI and a maximum 

5 i n j e c t i o n pressure of 810 PSI. 

6 Q Okay. So most of -- the 500 PSI i s r i g h t 

7 at about the .2 PSI per f o o t l e v e l i n the d i v i s i o n ' s 

8 r e g u l a t i o n s , c o r r e c t , Mr. Pippin? 

9 A Yes. 

10 Q Now, you mentioned 800 -- what was the 

11 number? 

12 A 810. 

13 Q Where does t h a t come from? 

14 A There i s two e x i s t i n g i n j e c t i o n w e l l s i n 

15 the p r o j e c t area. One i s the Northwest State #8, API 

16 #15-30815. I t i s l o c a t e d i n Nancy, Section 32. And 

17 i n A p r i l of 2008, the Commission approved IPI-295, 

18 which gave the operator a maximum i n j e c t i o n pressure 

19 of 908 PSI. The other i n j e c t i o n w e l l i n the p r o j e c t 

20 area i s Northwest State #5, API #15-30781. I t i s 

21 l o c a t e d near the center of the p r o j e c t area i n K of 

22 Section 32. And, also, i n A p r i l of 2008, the 

23 Commission granted a maximum i n j e c t i o n pressure of 

24 810 PSI f o r t h i s w e l l w i t h Order IPI-294. 

25 Lime Rock r e a l l y does not want t o go t o 
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1 the large expense of conducting separate t e s t s on the 

2 proposed ten new i n j e c t i o n w e l l s . I t i s Lime Rock's 

3 request t h a t the OCD grant a maximum i n j e c t i o n 

4 pressure of 810 pounds f o r the proposed ten new 

5 i n j e c t i o n w e l l s , using the maximum i n j e c t i o n pressure 

6 granted f o r the Northwest State #5 of 810 PSI. 

7 Q One f i n a l question, Mr.'Pippin. Since 

8 t h i s -- you've reviewed the data i n E x h i b i t 3. Do 

9 you see any c o m p a t i b i l i t y between the i n j e c t i o n water 

10 and the formation water i n t h i s case? 

11 A No. 

12 MR. BROOKS: Now, you weren't r e a l 

13 c l e a r on -- I want t o make sure i t i s r i g h t . Did you 

14 say d i d you see any c o m p a t i b i l i t y or d i d you see any 

15 i n c o m p a t i b i l i t y ? 

16 MR. BRUCE: Well, any c o m p a t i b i l i t y 

17 problems. 

18 MR. BROOKS: Okay. You l e f t out a 

19 word. 

20 Q (By Mr. Bruce) Just t o be c l e a r , 

21 Mr. Pippin, do you foresee any c o m p a t i b i l i t y problems 

22 between the water being i n j e c t e d and the current 

23 water i n the i n j e c t i o n zone? 

24 A No. 

25 Q Mr. P i p p i n , who prepared E x h i b i t s 4 
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1 through 9? 

2 A They were prepared at my request. 

3 Q Okay. And you oversaw t h e i r preparation? 

4 A Yes, s i r . 

5 Q I n your o p i n i o n , would the g r a n t i n g of 

6 t h i s a p p l i c a t i o n be i n the i n t e r e s t s of conservation 

7 and the preve n t i o n of waste? 

8 A Yes. 

9 MR. BRUCE: Mr. Examiner, I move the 

10 admission of E x h i b i t s 4 through 9. 

11 MS. MUNDS-DRY: No o b j e c t i o n . 

12 MR. BROOKS: 4 through 9 are 

13 admitted. 

14 ( E x h i b i t s 4 through 9 admitted.) 

15 MR. BRUCE: I have no f u r t h e r 

16 questions. 

17 MR. BROOKS: Ms. Munds-Dry? 

18 MS. MUNDS-DRY: I have no questions 

19 of Mr. Pippin. 

20 MR. BROOKS: Okay. You're not going 

21 t o have a geologic witness, r i g h t ? 

22 MR. BRUCE: No, I am not. 

23 MR. BROOKS: And you may have asked 

24 t h i s question. We always ask, but -- and I'm sure i t 

25 i s i n the C-108, but j u s t f o r the record I have t o 
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1 ask, have you st u d i e d the geologic data t o determine 

2 i f there are any f a u l t s t h a t would provide 

3 communication from the t a r g e t zone and i n j e c t i o n zone 

4 t o any f r e s h water zone? 

5 A The geology department a c t u a l l y d i d t h a t , 

6 yes, s i r , and there are none. 

7 MR. BROOKS: Thank you. I don't 

8 bel i e v e I have any f u r t h e r questions. I w i l l defer 

9 t o Mr. Jones and h i s e x p e r t i s e i n these matters. 

10 MR. JONES: Well, s h a l l we s t a r t w i t h 

11 the f i r s t w e l l of 300 w e l l s -- no, no, no problem. 

12 On the f i r s t page, though, I n o t i c e t h a t -- j u s t so I 

13 know how t o i n t e r p r e t the spreadsheet. Can you 

14 supply us t h a t spreadsheet i n e l e c t r o n i c format? 

15 MR. BRUCE: I can do t h a t today. 

16 MR. JONES: Okay. Just probably 

17 u n f o r t u n a t e l y t o me, i n order of David here, and Ms. 

18 Munds-Dry. 

19 . M R . BRUCE: I have i t on my computer. 

2 0 MR. JONES: Okay. The f o u r t h w e l l 

21 down, Mr. Pippin, i t says the prod u c t i o n top of 

22 cement i s 6660 f e e t by temperature l o g , and then over 

23 on the r i g h t , i t says o r i g i n a l TOC was 250 0. Can you 

24 say again what depths we're l o o k i n g a t here? 

25 A Approximately 2400 t o 3400. 
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1 MR. JONES: Okay. So what's up w i t h 

2 t h a t 6660 feet? On the column close t o the 

3 rig h t - h a n d side, i t says produ c t i o n TOC. 

4 A Where i t says temperature l o g . 

5 MR. JONES: I t i s measured by a 

6 temperature log? 

7 A Okay. We w i l l have t o look i n t o t h a t . 

8 MR. JONES: Okay. I guess the b i g 

9 question I should ask i s do you see any w e l l s t h a t 

10 are not cemented i n order t o co n t a i n i n j e c t e d f l u i d s 

11 at 800 pounds of pressure out here? 

12 A We d i d not. 

13 MR. JONES: You d i d n ' t see any of 

14 these w e l l s t h a t could do t h a t . Now, t h a t w e l l t h a t 

15 was d r i l l e d i n the '20s, what k i n d of formation would 

16 they have gone f o r back i n those days? I t looks l i k e 

17 i t i s the e a r l i e s t w e l l i n t h i s whole spreadsheet 

18 t h a t I saw, so i t would have been a w i l d c a t . Did 

19 you -- can you r e l a t e the t a r g e t --

20 A Which w e l l i s that? 

21 MR. BRUCE: I t ' s the Tigner State #1. 

22 MR. JONES: I t ' s the Tigner State. 

23 A That's the one we have discussed 

24 p r e v i o u s l y t h a t has -- t h a t we don't know i f i t was 

25 a c t u a l l y d r i l l e d . Therefore, we don't know i f i t was 
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a c t u a l l y P and A'd. The s t a t e records are 

2 nonexistent. 

3 MR. JONES: Okay. 

4 A We d i d n ' t want t o j u s t say nothing about 

5 i t because i t i s i n the s t a t e records. I t has a 

6 l o c a t i o n , i t has a name, and i t has an API number, 

7 and t h a t ' s about i t . 

8 MR. JONES: And the st a t u s has 

9 plugged on the spreadsheet? 

10 MR. BRUCE: I t h i n k , Mr. Examiner, 

11 and I have looked a t the s t a t e website, there i s a --

12 one of the only l e g i b l e t h i n g s i s a heading on a 

13 document t h a t says, "Notice of i n t e n t t o plug." 

14 MR. JONES: I n t e n t t o plug. So i t 

15 was probably d r i l l e d ? 

16 MR. BRUCE: That's a l l i t says. 

17 MR. JONES: Okay. 

18 MR. BRUCE: And t h a t ' s why they put 

19 on here plugged. 

20 MR. JONES: Okay. Well, there's a 

21 w e l l t h a t was d r i l l e d i n 1941 down t o 3500 f e e t , 

22 which would make i t -- through your t a r g e t zone. So 

23 i f they were d r i l l i n g a couple of decades e a r l i e r 

24 than t h a t , they may or may not have d r i l l e d t h a t 

25 deep, I guess. We j u s t don't know. 
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A There i s no way t o t e l l as per the s t a t e 

2 website. 

3 MR. JONES: Where i s t h a t w e l l i n 

4 r e l a t i o n t o any -- i t ' s southwest of 28? 

5 MR. BRUCE: Mr. Examiner, i f you look 

6 at the yellow map, i t i s up on the northeast corner. 

7 MR. JONES: Oh, there i t i s . I see 

8 i t . 

9 MR. BRUCE: Right on the outer 

10 boundary of two i n t e r s e c t i n g h a l f - m i l e c i r c l e s . 

11 MR. JONES: Okay. Well, i t may have 

12 been a dry hole. 

13 A They could have had mechanical problems 

14 and plugged i t from 100 f e e t . There i s no record of 

15 surface pipe being set. 

16 MR. JONES: Yeah. I t ' s u n f o r t u n a t e , 

17 though. Okay. I s t h i s 2400 t o 3400 f e e t , i s t h a t 

18 Grayburg and San Andres? 

19 A I t i s mostly San Andres. 

20 MR. JONES: Mostly San Andres. Now, 

21 t h i s A r t e s i a U n i t , i t was a Grayburg Unit though; i s 

22 t h a t c o r r e c t ? 

23 A That i s my understanding. 

24 MR. JONES: So what we're doing here 

25 i s forming a new cooperative u n i t or j u s t i g n o r i n g 
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t h i s A r t e s i a u n i t and forming a new cooperative u n i t 

2 f o r the San Andres? | 

3 MR. BROOKS: Well, I t h i n k t h a t ' s the ) 

4 p o i n t of my question. My understanding of the ! 

5 answers t h a t have been given t o i t i s t h a t they are j 

6 not forming a new u n i t . They are simply forming a --

7 MR. JONES: A cooperative p r o j e c t . 

8 MR. BROOKS: - - a cooperative 

9 p r o j e c t . | 

10 A Let's c a l l i t a p r o j e c t . 

11 MR. JONES: With 3 00 w e l l s , i t looks 

12 l i k e a p r o j e c t . 

13 A We're forming a p r o j e c t . Lime Rock i s 

14 hoping t o increase p r o d u c t i o n and they are o f f s e t t i n g 

15 producers and they are the producers very close t o 

16 these i n j e c t i o n w e l l s . 1 

17 MR. JONES: Okay. That south h a l f of 

18 the northwest q u a r t e r of 32 has a b i g , white spot i n 

19 the middle. I f you were o p e r a t i n g t h a t , which I 

20 guess Lime Rock does not operate t h a t --

21 A That 1s c o r r e c t . 

22 MR. JONES: -- what would you do i n | 

23 t h a t 80 acres? Would you d r i l l any wells? Would you | 

24 j u s t ignore i t or what? 

25 A I f I operated i t i s your question? 
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2 A ^ I would be as happy as I could be. I 

3 would wa i t t o see i f the new i n j e c t i o n w e l l , 

4 Northwest State #6 a f f e c t s me. That i s the w e l l 

5 d i r e c t l y t o the south i n L of 32. 

6 MR. JONES: So there i s some w e l l s 

7 already there i n t h a t 80 acres? 

8 A Yes. On E x h i b i t 2 A, I see the State BV 

9 #1 d i r e c t l y n o r t h and Northwest State #6. 

10 MR. JONES: Okay. So i t already has 

11 producers i n the Grayburg, but you don't know i f they 

12 are i n the San Andres yet or not? 

13 A I don't -- i t i s not designated which 

14 formation i t i s in.. 

15 MR. JONES: But t h a t t r a c t chose not 

16 t o cooperate i n the formation of t h i s w a t e r f l o o d ; i s 

17 t h a t c o r r e c t ? 

18 A No. They are o f f s e t t i n g t h i s p r o j e c t . 

19 Simple as t h a t . They are j u s t o f f s e t t i n g . They 

20 would b e n e f i t . 

21 MR. BROOKS: Were the working 

22 i n t e r e s t owners of these t r a c t s , were they n o t i f i e d 

23 -- n o t i c e d of t h i s a p p l i c a t i o n ? 

24 A Yes, they would have been. They are 

25 w i t h i n the h a l f - m i l e c i r c l e s . 
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1 MR. BROOKS: Okay. 

2 MR. BRUCE: Mr. Reagan can answer 

3 t h a t i f you need t o , Mr. Examiner, but the answer i s 

4 yes. 

5 MR. BROOKS: Okay. Very good. Thank 

6 you. 

7 MR. JONES: But t h i s Northwest State 

8 #5, was t h a t I P I , was t h a t w e l l producing i n t h i s 

9 whole 2400 t o 3400 f o o t i n t e r v a l when you -- I mean, 

10 i n j e c t i n g i n t h a t i n t e r v a l when the step r a t e t e s t 

11 was run on t h a t w ell? 

12 A I b e l i e v e so. 

13 MR. JONES: But t h a t w e l l i s being 

14 used as the analogous w e l l f o r g r a n t i n g 800 pounds 

15 i n j e c t i o n pressure --

16 A Yes. 

17 MR. JONES: -- f o r the whole -- f o r 

18 every one of these new wells? Okay. I guess t h a t ' s 

19 p a r t of our due d i l i g e n c e . We w i l l check i n t o t h a t . 

20 Do you need the 800 pounds f o r -- t e l l us about the 

21 r e s e r v o i r reasons, why you need the 800 pounds. I n 

22 other words, i s i t f i l l up time, or i s i t -- d i d you 

23 c a l c u l a t e a voidage out here? 

24 A Lime Rock i s simply l o o k i n g ahead and 

25 t r y i n g t o have a maximum i n j e c t i o n pressure so we 
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1 won't have t o bother the Commission w i t h an I P I 

2 request i n the f u t u r e . 

3 MR. JONES: But I understand 

4 sometimes i t i s n e c e s s a r i l y t o get water i n the 

5 ground as soon as po s s i b l e on these waterfloods so 

6 you can enhance your economics of i t , but I'm j u s t --

7 maybe you can go i n t o t h a t a l i t t l e b i t . 

9 we have t o come back t o the Commission w i t h an I P I 

10 a p p l i c a t i o n on each of these t e n w e l l s , i t i s going 

11 t o take a l o t more time before we get t o i n j e c t . We 

12 have not i n j e c t e d i n any of the new w e l l s . We're not 

13 sure what pressures we're going t o see. We're t r y i n g 

14 t o look ahead and e l i m i n a t e what could be a l o t of 

15 time and e x t r a money on both Lime Rock and the s t a t e . 

16 MR. JONES: Have you t a l k e d t o Chuck 

17 Morgan any about t h i s -- the p o t e n t i a l f o r t h i s ? SDX 

18 obviously s o l d t h i s t o Lime Rock; i s t h a t correct? 

19 A Yes. 

2 0 MR. JONES: So he was the engineer 

21 out there f o r years and years. 

22 A I am sure members of the Reservoir 

23 Department have t a l k e d t o him. I d i d not. 

24 MR. JONES: So Lime Rock does have a 

25 Reservoir Department? 

8 A Other than what I have s a i d , o b v i o u s l y i f 
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A Yes. 

2 MR. JONES: Okay. I don't t h i n k I 

3 have any more questions. 

4 MR. BROOKS: Okay. Anything f u r t h e r 

5 from the attorneys? 

6 MR. BRUCE: Not me. 

7 MS. MUNDS-DRY: No, s i r . 

8 MR. BROOKS: Very good. The witness 

9 may step down. 

10 MR. BRUCE: And Mr. Examiner, we w i l l 

11 supplement the record. 

12 MR. BROOKS: Okay. Ms. Munds-Dry, 

13 what i s your c l i e n t ' s p o s i t i o n i n t h i s matter? 

14 MS. MUNDS-DRY: We are simply here t o 

15 l i s t e n and l e a r n . 

16 MR. BROOKS: So you take no p o s i t i o n 

17 on whether or not the a p p l i c a t i o n should be granted? 

18 MS. MUNDS-DRY: No. 

19 MR. BROOKS: For the record, I have 

20 advised Mr. Bruce of t h i s , but the BLM had sent a 

21 comment t o us i n d i c a t i n g t h a t they had not completed 

22 t h e i r review of t h i s , and I fu r n i s h e d a copy of t h a t 

23 e-mail t o Mr. Bruce. I n the event t h a t we receive 

24 any f u r t h e r comments from the BLM, we w i l l n o t i f y 

25 counsel and give them an o p p o r t u n i t y t o respond t o 
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1 t h e BLM. There have been o t h e r cases i n which t h e 

2 BLM has a c t e d s i m i l a r l y . So w i t h t h a t , we w i l l t a k e 

3 Case Number 14563 under advisement, and we w i l l t a k e 

4 a luncheon recess u n t i l 1:15. 
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