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1 (Time noted 9:50 a.m.) 

2 HEARING EXAMINER McMILLAN: Good morning. 

3 My name i s Michael McMillan, and I w i l l be handling Case 

4 No. 15-222, A p p l i c a t i o n of Key Energy Resources, LLC, f o r 

5 approval of a Salt Water disposal Well, Eddy County, New 

6 Mexico. This case was continued from July 23, 2015. 

7 C a l l f o r appearances. 

8 MR. LARSON: Good morning, Mr. Examiner. 

9 Gary Larson of the Santa Fe o f f i c e of Hinkle, Shanor 

10 appearing f o r the Applicant Key Energy Services. 

11 EXAMINER McMILLAN: Any other appearances? 

12 MR. FELDEWERT: I f i t please the examiner, 

13 Michael Feldewert w i t h the Santa O f f i c e of Holland & Hart 

14 on behalf of BC Operating, Inc. and Crown Royal Partners 

15 V. 

16 EXAMINER McMILLAN: Okay. I would l i k e us 

17 t o s t a r t w i t h opening statements. 

18 MR. LARSON: I have no opening statement. 

19 MR. FELDEWERT: Mr. Examiner, we have our 

20 geologist back here today t o t e s t i f y on the issue t h a t you 

21 i d e n t i f i e d i n your August 6th email t h a t you required 

22 a d d i t i o n a l testimony on, and t h a t i s how he got to the 

23 0.036 RW at the l a s t hearing. We are prepared t o do t h a t , 

24 and ready t o proceed when you are. 

25 EXAMINER McMILLAN: Okay. What we would 
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1 l i k e t o do i s we had requested a Notice from the 

2 Applicant, and t h a t ' s how we are going t o proceed. That 

3 would be the f i r s t order. 

4 MR. LARSON: C e r t a i n l y . I have two 

5 witnesses, Mr. Examiner. 

6 EXAMINER McMILLAN: I f the witnesses would 

7 please stand and be sworn i n . 

8 MR. FELDEWERT: Mr. Examiner, I have one. 

9 Would you l i k e him to be sworn, as well? 

10 EXAMINER McMILLAN: Just when he t e s t i f i e s . 

11 We'll do i t t h a t way. 

12 (Note: The presenting witnesses 
f o r Key Energy Resources were 

13 duly sworn.) 

14 MR. LARSEN: May I proceed, Mr. Examiner? 

15 EXAMINER McMILLAN: Please. 

16 LESTER WAYNE PRICE, 

17 having been duly sworn, t e s t i f i e d as f o l l o w s : 

18 DIRECT EXAMINATION 

19 BY MR. LARSON: 

20 Q. Mr. Price, w i l l you sta t e your name f o r the 

21 record. 

22 A. Lester Wayne Price. 

23 Q. And you provided testimony at the previous 

24 hearing on July 23rd, d i d you not? 

25 A. Yes, I d i d . 
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1 Q. And do you r e c a l l your testimony at the previous 

2 hearing regarding the p r o v i s i o n of Notice t o a f f e c t e d 

3 persons w i t h i n a h a l f - m i l e radius of the proposed SWD 

4 well? 

5 A. Yes. 

6 Q. Has Key subsequently i d e n t i f i e d a d d i t i o n a l 

7 a f f e c t e d persons e n t i t l e d t o receive notice? 

8 A. Yes. 

9 Q. And was a t i t l e search conducted t o i d e n t i f y 

10 those persons? 

11 A. I t was. A d d i t i o n a l searches. 

12 Q. And how many persons d i d the search reveal? 

13 A. Four. 

14 Q. Can you i d e n t i f y the document marked as Key 

15 Energy E x h i b i t No. 28. 

16 A. Right. I t ' s the newly i d e n t i f i e d a f f e c t e d 

17 persons, l i s t s four of them, and there's an attached 

18 c e r t i f i e d mail l e t t e r dated July 29, 2015. 

19 Q. And there are also green cards included i n th a t 

20 e x h i b i t ? 

21 A. That's r i g h t . Three of them. 

22 Q. Are the documents comprising E x h i b i t No. 8 t r u e 

23 and co r r e c t copies? 

24 A. Yes. 

25 Q. And d i d Key send l e t t e r s t o the newly a f f e c t e d 

PAUL BACA PROFESSIONAL COURT REPORTERS 
500 FOURTH STREET NW - SUITE 105, ALBUQUERQUE, NM 87102 



Page 7 

1 persons informing them of today's hearing? 

2 A. Yes. 

3 Q. And do the green cards reveal t h a t three of them 

4 received the Notice l e t t e r ? 

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

6 Q. What about the f o u r t h e n t i t y , which i s c a l l e d 

7 Crump Energy Partners I I , LLC? 

8 A. Right. I t ' s my understanding t h a t Crump Energy 

9 Partners i s also p a r t of the same e n t i t y t h a t ' s here 

10 today. 

11 Q. Would a b e t t e r term be " r e l a t e d to"? 

12 A. Yes, r e l a t e d t o . 

13 Q. And d i d Key send a Notice l e t t e r t o Crump on 

14 July 29th? 

15 A. Yes. 

16 Q. And was t h a t l e t t e r returned f o r an i n c o r r e c t 

17 address? 

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

19 Q. Was another hearing notice l e t t e r sent t o Crump 

20 Energy Partners I I ? 

21 A. Yes. 

22 Q. And was t h a t second n o t i c e l e t t e r sent 20 days 

23 p r i o r t o t o d a y ' s h e a r i n g ? 

2 4 A. No. 

25 Q. And g i v e n t h a t , has Key addressed t he i s s u e o f 
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1 t i m e l y notice of today's hearing t o Crump Energy Partners 

2 I I w i t h Mr. Feldewert? 

3 A. Yes. 

4 Q. And would you i d e n t i f y the document marked as 

5 E x h i b i t No. 29. 

6 A. Yes. I t ' s the -- i t ' s from Michael Feldewert, 

7 Holland and Hart, sent t o Gary Larson, OCD Case 15322. 

8 I t ' s an email and i t b a s i c a l l y confirms what you were j u s t 

9 asking, and Mr. Feldewert had i n d i c a t e d l i k e w i s e . 

10 Q. And i t also includes my email t o Mr. Feldewert? 

11 A. I t does. I t ' s a s t r i n g , r i g h t . 

12 Q. And i s E x h i b i t 29 a t r u e and cor r e c t copy of 

13 t h a t email s t r i n g ? 

14 A. Yes, i t i s . 

15 Q. And does i t confirm t h a t Crump Energy Partners 

16 I I i s r e l a t e d t o BC Operating, Crown Royal Partners V? 

17 A. Yes. 

18 Q- And does i t also i n d i c a t e t h a t n e i t h e r BC 

19 Operating, Crown O i l Partners V, nor Crump Energy Partners 

20 I I w i l l r a i s e an issue regarding notice t o Crump Energy 

21 Partners of today* s hearing? 

22 A. I t does. 

23 Q. Do you r e c a l l your testimony at the previous 

24 hearing regarding the p r o v i s i o n of Notice t o the State 

25 Land Office? 
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1 A. Yes, I do. 

2 Q. What d i d t h a t testimony e n t a i l ? 

3 A. I t was b a s i c a l l y t h a t we had met w i t h the State 

4 Land O f f i c e concerning t h i s p a r t i c u l a r A p p l i c a t i o n . 

5 Q. And d i d you also t e s t i f y t h a t you had sent a 

6 Notice L e t t e r t o the State Land Office? 

7 A. Yes. 

8 Q. But there was no green card received? 

9 A. For the State Land O f f i c e there was no green 

10 card received back. 

11 Q. And do we know what happened t o the green card? 

12 A. We don't. 

13 Q. And your previous testimony about a meeting w i t h 

14 the State Land O f f i c e , what was the substance discussed at 

15 t h a t meeting? 

16 A. Well, our previous meeting was about the 

17 A p p l i c a t i o n , the matter at hand here. And we had 

18 discussed i t w i t h them, and they -- at t h a t time they 

19 i n d i c a t e d t h a t they have reviewed i t and they didn't have 

20 an issue w i t h i t . 

21 Q. And have you had f u r t h e r communication w i t h the 

22 State Land O f f i c e since the i n i t i a l hearing on July 23rd? 

23 A. I have, w i t h a Mr. Terry Warnell of the State 

24 Land O f f i c e . And he's t h e i r — I believe h i s t i t l e i s O i l 

25 and Gas Dir e c t o r over there. 
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1 Q. And could you i d e n t i f y the document marked as 

2 Key E x h i b i t No. 30. 

3 A. Yes. I t ' s an email from Mr. Warnell t o me, 

4 copied y o u r s e l f and some Key f o l k s . I t b a s i c a l l y 

5 in d i c a t e s t h a t SLO reviews a l l SW Ap p l i c a t i o n s , and they 

6 a c t u a l l y had reviewed t h i s one on June 17th and had no 

7 problems w i t h our A p p l i c a t i o n as f i l e d . 

8 Q. And i s E x h i b i t No. 30 a tru e and correct copy of 

9 your email correspondence w i t h Mr. Warnell? 

10 A. I t i s . 

11 MR. LARSON: Mr. Examiner, I move the 

12 admission of Key Ex h i b i t s 28, 29 and 30. 

13 EXAMINER McMILLAN: Okay. Ex h i b i t s 28 and 

14 30 may now be accepted as pa r t of the record. 

15 My question i s s p e c i f i c a l l y t o E x h i b i t 29. 

16 Does Crown have any objections t o i t . Do you have any 

17 objections at a l l t o 29? 

18 MR. FELDEWERT: I do not. 

19 EXAMINER McMILLAN: Okay. Then 29 i s 

20 accepted as part of the record regard. 

21 (Note: Key Energy E x h i b i t s 28, 29 and 30 were 

22 o f f e r e d and admitted.) 

23 MR. LARSON: And I w i l l pass the witness. 

24 MR. FELDEWERT: I have no questions — Oh, 

25 wait, I do have two questions. I'm sorry. 
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1 CROSS-EXAMINATION 

2 BY MR. FELDEWERT: 

3 Q. Mr. Price, going t o E x h i b i t 28. 

4 A. Yes, s i r . 

5 Q. Khody Land & Minerals Company, do you r e c a l l 

6 what t r a c t they have an i n t e r e s t i n or whose i n t e r e s t they 

7 acquired? 

8 A. I don't. I would have t o look at the t r a c t . I 

9 do not. 

10 Q. Okay. I s t h a t the same w i t h the re s t of the 

11 p a r t i e s on here? 

12 A. Without going and a c t u a l l y p u l l i n g the t r a c t up 

13 and t a k i n g a look at i t , I couldn't t e l l you. 

14 Q. Okay. So we can --

15 A. I know they have an i n t e r e s t , but I mean I can't 

16 s p e c i f i c a l l y t e l l you i n what t r a c t i t would be without 

17 looking at the map. 

18 MR. FELDEWERT: Okay. A l l r i g h t . I have no 

19 other questions? 

20 EXAMINER McMILLAN: Okay. I have no 

21 questions f o r the witness, but do you have? 

22 EXAMINER JONES: I t h i n k i t would be good 

23 to have i t on the record which t r a c t , which t r a c t s they do 

24 own i n t e r e s t s i n . 

25 THE WITNESS: Okay. I would have t o get 
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1 the --

2 EXAMINER JONES: Please send i t t o the 

3 a t t o r n e y s . 

4 MR. LARSON: I can c e r t a i n l y p r o v i d e t h a t . 

5 I do know t h a t t h e y a l l t o o k conveyances 

6 a f t e r t h e i n i t i a l A p p l i c a t i o n i n 2 012, b ut I w o u l d n 1 t be 

7 able t o i d e n t i f y t h e l o c a t i o n o f t h e i r i n t e r e s t s . 

8 MR. WADE: I don't have any q u e s t i o n s . 

9 EXAMINER McMILLAN: No f u r t h e r q u e s t i o n s . 

10 Thank you. 

11 THE WITNESS: Thank you. 

12 EXAMINER McMILLAN: You know, where I'm 

13 coming from i s t h a t we wanted t o g i v e the A p p l i c a n t t h e 

14 o p p o r t u n i t y f o r t h e N o t i c e i s s u e , and then t h e o t h e r p a r t 

15 t h a t I want t o d i s c u s s , b r i n g i n h e a r i n g , was the RW. And 

16 i t would appear t o me -- so w i t h t h a t i n mind, I b e l i e v e 

17 t h a t Crown Energy sh o u l d be -- should d e s c r i b e how the y 

18 developed t h e i r RW. 

19 MR. LARSON: Understood. And I'm f i n e w i t h 

20 them going f i r s t . We brought Mr. Davis t o address t h e 

21 m a t e r i a l s t h a t were s u b m i t t e d a f t e r t h e p r e v i o u s h e a r i n g . 

22 That's t h e so l e purpose o f h i s t e s t i m o n y . But I have no 

23 problem w i t h him going second. 

24 EXAMINER McMILLAN: Yeah, but h i s t e s t i m o n y 

25 r e l a t e s back t o t h e i r work. 
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1 MR. LARSON: That i s c o r r e c t . 

2 EXAMINER McMILLAN: So t h a t ' s how we are 

3 going t o do i t . 

4 MR. LARSON: Understood. 

5 THE WITNESS: That makes more sense t o me, 

6 too . 

7 MR. FELDEWERT: I n t h a t case, Mr. Examiner, 

8 we have a w i t n e s s t h a t needs t o be sworn i n . 

9 MIKE MYLOTT, 

10 having been d u l y sworn, t e s t i f i e d as f o l l o w s : 

11 DIRECT EXAMINATION 

12 BY MR. FELDEWERT: 

13 Q. Would you please s t a t e your name, i d e n t i f y by 

14 whom you're employed and i n what c a p a c i t y . 

15 A. My name i s Mike M o y l e t t . I'm a s e n i o r g e o l o g i s t 

16 w i t h BC O p e r a t i n g . 

17 Q. How l o n g have you been i n v o l v e d w i t h t h e Permian 

18 Basin i n New Mexico? 

19 A. T h i r t y years. 

20 Q. And as a r e s u l t are you f a m i l i a r w i t h t h e 

21 Delaware Basin? 

22 A. Yes. 

23 Q. Did you a c t u a l l y t e s t i f y as an e x p e r t i n 

24 pe t r o l e u m geology a t t h e J u l y 23rd h e a r i n g i n t h i s m a t t e r ? 

25 A. Yes. 
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1 Q. Mr. Moylett, do you also have a background i n 

2 petrophysics? 

3 A. Yes. I have a Master's degree i n geology and 

4 geophysics from the Missouri School of Mines. I've taken 

5 both load logging classes there from the petroleum 

6 engineering department and I've also taken a l o t of 

7 o f f e r e d i n d u s t r y courses i n w e l l log evaluation f o r the 

8 l a s t 30 years. 

9 Q. Throughout your 30-year career? 

10 A. Yes. 

11 Q. What does a p e t r o p h y s i c i s t do? 

12 A. I t ' s the study of the physical and chemical rock 

13 pr o p e r t i e s i n r e l a t i o n s h i p t o f l u i d s . 

14 Q. And does t h a t include, then, analysis of water 

15 s a t u r a t i o n i n a p a r t i c u l a r rock or d e p o s i t i o n a l 

16 environment ? 

17 A. Yes. 

18 Q. What does the RW, what does i t measure? 

19 A. I t measures the formation's water r e s i s t i v i t y . 

20 Q. And are you back here today t o address t h a t w i t h 

21 respect to the Delaware Formation i n the subject area? 

22 A. Yes. 

23 Q- And i n p a r t i c u l a r the Brushy Canyon where they 

24 seek to i n j ect? 

25 A. Yes. 
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1 MR. FELDEWERT: I would then tender Mr. 

2 Moylett as an expert witness i n petroleum geology and 

3 petrophysics. 

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

5 EXAMINER McMILLAN: So accepted. 

6 Q. (BY MR. FELDEWERT) Mr. Moylett, before we 

7 s t a r t , I want t o note f o r the record, at the l a s t hearing 

8 BC Operators introduced 10 e x h i b i t s , so we have some 

9 a d d i t i o n a l e x h i b i t s today t h a t continue w i t h t h a t 

10 numbering sequence. 

11 So w i t h t h a t i n mind, Mr. Moylett, before 

12 we go to the a d d i t i o n a l e x h i b i t s , do you have i n f r o n t of 

13 you a copy of the previous e x h i b i t s t h a t were submitted at 

14 the hearing? 

15 A. Yes, I do. 

16 MR. FELDEWERT: Mr. Examiner do you have 

17 your copy? 

18 And j u s t t o o r i e n t us a l l also here today, 

19 I would l i k e t o t u r n t o what was marked and accepted as BC 

20 E x h i b i t No. 4. 

21 Q. And t h i s i s a map t h a t you discussed p r e v i o u s l y 

22 at the hearing, correct? 

23 A. Yes. 

2 4 Q. And j u s t t o ge t us r e o r i e n t e d , t he area i n 

25 q u e s t i o n , t he eas t h a l f o f S e c t i o n 36, i s ha tched on t h i s 
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1 e x h i b i t ? 

2 A. Yes. 

3 Q. And then you have shown the Delaware producers 

4 surrounding i t i n brown? 

5 A. Yes. 

6 Q. And i d e n t i f i e d what i s Brushy Canyon production 

7 to Cherry Canyon. 

8 A. Yes. 

9 Q. Brushy Canyon being designated by BYCN? 

10 A. Yes. 

11 Q. And Cherry Canyon by CYCN? 

12 A. Yes. 

13 Q. You have c i r c l e d on here three, what you 

14 t e s t i f i e d t o as h i g h l y productive nearby f i e l d s . 

15 A. Yes. 

16 Q. Then you also made note of an OXY w e l l producing 

17 i n the Brushy Canyon i n Section 35 t o the east of subj ect 

18 area? 

19 A. Yes. 

20 Q. Were you able t o obtain any RW data from these 

21 nearby productive f i e l d s ? 

22 A. Not nearby, but I d i d four or f i v e miles t o the 

23 north-northeast. 

24 Q. Are there published surveys t h a t you were able 

25 to take advantage of the RW f o r various formations? 
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1 A. Yes. 

2 Q. And when you mentioned the area four or f i v e 

3 miles t o the northeast, can we see i t on t h i s p a r t i c u l a r 

4 E x h i b i t No. 4? 

5 A. I t ' s up there, up i n the very northeast. I t ' s 

6 Section 9. The RW i s a c t u a l l y t o the section r i g h t east 

7 of i t i n Section 10. 

8 Q. Okay. 

9 A. We w i l l have another map t h a t shows where 

10 exac t l y those wells were. 

11 Q. A l l r i g h t . And then w i t h t h a t i n mind, i f I 

12 then t u r n t o the t o p i c here today, were you able t o locate 

13 a survey t h a t i d e n t i f i e d an RW f o r the Delaware Formation 

14 at t h a t l ocation? 

15 A. Yes. 

16 Q. A l l r i g h t . Turn t o what's been marked as BC 

17 Operating E x h i b i t No. 11. I s t h a t the data you were able 

18 t o locate? 

19 A. Yes. 

20 Q. And where would I f i n d the number t h a t was 

21 u t i l i z e d f o r your c a l c u l a t i o n s ? 

22 A. This i s a Society of Petroleum Engineering 

23 r e p o r t . I t ' s on the t h i r d page. I t ' s the Unocal Tracy 

24 w e l l . I t ' s h i g h l i g h t e d i n yellow, has an API number 

25 l i s t e d there, and i t reports the depth the t e s t was from 
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1 at 4,434 f e e t , reports a water r e s i s t i v i t y of 0.047. 

2 And i f you go back t o the previous page, i n yellow there, 

3 Note No. 2, i t says the published RW are reported at 75 

4 degrees Fahrenheit. 

5 Q. Okay. So the RW, then, t h a t i s reported on the 

6 t h i r d page i s at 75 degrees Fahrenheit? 

7 A. Yes. 

8 Q. Does the temperature impact the RW rat i n g ? 

9 A. Yes. 

10 Q. And you mentioned t h a t t h i s p a r t i c u l a r survey 

11 was at a depth of 4434 feet? 

12 A. Yes. I t ' s i n the same i n t e r v a l as the proposed 

13 water i n j ected. 

14 Q. Brushy Canyon. 

15 A. Yes, Brushy Canyon. 

16 Q. What inf o r m a t i o n , then, d i d you obtain i n order 

17 t o c o r r e l a t e t h a t 0.047 t o the depth and temperature t h a t 

18 would be at issue? 

19 A. Well, the next e x h i b i t i s the base map showing 

20 the Unocal Tracy w e l l where the water r e s i s t i v i t y sample 

21 was taken from, measured at 75 degrees. And then t h e r e 1 s 

22 a w e l l next t o i t , the Unocal Federal AJ-1 t h a t was 

23 d r i l l e d to 4,500 f e e t . And using t h a t log header, which 

24 i s 4,500 f e e t , very s i m i l a r i n depth t o the t o 4434, and 

25 i t ' s a 98 degree bottomhole temperature i n the Unocal 

PAUL BACA PROFESSIONAL COURT REPORTERS 
500 FOURTH STREET NW - SUITE 105, ALBUQUERQUE, NM 87102 



Page 19 

1 Federal AJ-1. 

2 And also on the f o l l o w i n g page you w i l l see 

3 the log header i n Unocal Tracy No. 1. I t also reports a 

4 bottomhole temperature of 98 degrees i n the Brushy Canyon. 

5 Q. Okay. Let's stop r i g h t there. Let's go to 

6 E x h i b i t 12. You were j u s t now on the f i r s t page, correct? 

7 A. Yes. 

8 Q. And t h a t r e l a t e s to the previous e x h i b i t we 

9 examined, E x h i b i t No. 4? 

10 A. Yes. 

11 Q. And i n the upper-right-hand corner of t h a t 

12 you 1ve i d e n t i f i e d the two wells you j u s t described. 

13 Right? 

14 A. Yes. 

15 Q. And one of those wells was a c t u a l l y involved i n 

16 a survey t h a t we j u s t examined i n E x h i b i t No. 11. 

17 A. Yes. 

18 Q- Then you mentioned w e l l logs. 

19 I f I go to the next page, i s t h i s one of 

20 the two w e l l logs. 

21 A. Yes. 

22 Q- I s t h i s one of the w e l l logs f o r one of the two 

23 wells? 

24 A. Yes . 

25 Q- And which w e l l i s t h i s ? 
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1 A. This i s the Unocal Federal AJ No. 1; i t was 

2 d r i l l e d to a depth of 4,500 f e e t . And the reports -- I've 

3 h i g h l i g h t e d on yellow on the bottom there t h a t the 

4 reported bottomhole temperature was 98 degrees Fahrenheit. 

5 Q. And i s t h i s the w e l l t h a t ' s adjacent t o the w e l l 

6 th a t was involved i n the survey? 

7 A. Yes. 

8 Q. Then the next l o g i n t h i s e x h i b i t , i s t h a t the 

9 actual log of the w e l l t h a t was involved i n the survey? 

10 A. Yes. The Unocal Tracing No. 1. 

11 Q. And what does i t r e f l e c t w i t h respect to the 

12 bottomhole temperature at the proposed i n j e c t i o n area? 

13 A. On the f i r s t log and run, i n the shallower 

14 section i t also reports a bottomhole temperature of 98 

15 degrees. 

16 So I have two wells t h a t both show i t ' s 98 

17 degrees Fahrenheit bottomhole temperature f o r the Brushy 

18 Canyon. 

19 Q. With t h a t i n mind, then, i s there a standard 

20 methodology f o r t a k i n g , f o r example, the RW t h a t was seen 

21 i n the survey at the 75-degree temperature and converting 

22 t h a t t o what i t would be f o r a 98-degree temperature? 

23 A. Yes, there i s a published equation f o r t h a t . 

24 Q. I f I t u r n t o what has been marked as BC 

25 Operating E x h i b i t 13, does t h a t contain the standard 
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1 methodology? 

2 A. Yes. That i s the book by George Asquith, Basic 

3 Well Log Analysis f o r Geologists, cover page. The second 

4 page i s , you know, Published by American Association of 

5 Petroleum Geologists. And page 5 and 6 i s a c t u a l l y the 

6 equation used t o convert the r e s i s t i v i t y at a measured 

7 temperature of 75 degrees, and you can convert i t t o the 

8 formation temperature, a v i a b l e temperature of 98 degrees. 

9 Q. So d i d you u t i l i z e t h i s formula on E x h i b i t No. 

10 13 to a c t u a l l y c a l c u l a t e what the RW i s at the proposed 

11 i n j e c t i o n i n t e r v a l at 98 degrees? 

12 A. Yes. 

13 Q. I f I t u r n t o what has been marked as BC 

14 Operating E x h i b i t No. 14, does t h a t contain your 

15 c a l c u l a t i o n s ? 

16 A. Yes. 

17 Q. And does i t contain your r e s u l t ? 

18 A. Yes. 

19 Q. What i s the RW at the i n j e c t i o n i n t e r v a l at 98 

20 degrees? 

21 A. 0 .366 ohm m e t e r s . And t h a t ' s a v e r y t y p i c a l 

22 r e s i s t i v i t y f o r t he Delaware Sands i n , you know, Lea 

23 County/Eddy County . 

24 Q. Were BC E x h i b i t s 11 t h r o u g h 14 p r epa red by o r 

25 c o m p i l e d under your d i r e c t i o n and s u p e r v i s i o n ? 
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1 A. Yes. 

2 MR. FELDEWERT: Mr. Examiner, I would move 

3 the admission i n t o evidence of BC E x h i b i t s 11 through 14. 

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

5 EXAMINER McMILLAN: Okay. E x h i b i t s 11 

6 through 14 may now be accepted as p a r t of the record. 

7 (BC Operating E x h i b i t s 11 through 14 were 

8 o f f e r e d and admitted.) 

9 MR. FELDEWERT: And, Mr. Examiner, t h a t 

10 concludes our presentation on the subject you asked. 

11 EXAMINER McMILLAN: Cross-examination. 

12 CROSS-EXAMINATION 

13 BY MR. LARSON: 

14 Q. Now, Mr. Moylett, do I understand t h a t the w e l l 

15 t h a t you focused your RW analysis on was the Unocal Tracy 

16 No. 1? 

17 A. Yes. 

18 Q. And d i d you look at any w e l l records f o r the 

19 Unocal Tracy No. 1? 

20 A. Yeah, there's some d r i l l stem t e s t s on the 

21 Unocal Tracy No. 1, and the RWs were a l l over the place on 

22 these d r i l l stem t e s t s . 

23 MR. LARSON: That's a l l I have. 

24 THE WITNESS: So I used the one t h a t was i n 

25 the book, published. 
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1 EXAMINATION 

2 BY EXAMINER JONES: 

3 Q. Why do you t h i n k the RWs were a l l over the 

4 place? 

5 A. Well, depends on what the -- what some of the 

6 recoveries were, and whether there was o i l , s u l f u r water. 

7 Also depends what the d r i l l i n g f l u i d was at 

8 the time. 

9 Q. Were they successful DSTs, or were they f a i l u r e s 

10 w i t h --

11 A. They were successful d r i l l stem t e s t s . 

12 Q. Hmm. With a blanket? 

13 A. Uhm --

14 Q. Did they a l l — 

15 A. -- I'm not sure. Back then i t might have been a 

16 blanket. I'm not p o s i t i v e on t h a t . 

17 Q. What's the s a l i n i t y t h a t would r e l a t e to t h i s 

18 RW? 

19 A. Uhm, chlorides on t h a t , i t ' s -- I'm not p o s i t i v e 

20 but I may say 80,000 parts per m i l l i o n , i f I had t o . . . 

21 Q. Is t h a t t y p i c a l of Delaware i n t h i s area? 

22 A. Yes. 

23 Q- The Brushy i n t h i s area? 

24 A. I f I remember cor- -- I'm p r e t t y sure i t i s . 

25 I'm not p o s i t i v e , though. But the RW i s so much of the 
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1 Brushy i n the area at .036. 

2 Q. How much does t h i s vary between the Brushy and 

3 the Cherry? 

4 A. Doesn't vary a l o t . Delaware sands generally 

5 have the RW of .035, i f you look i n Lea County and Eddy 

6 Count, go through some of the other f i e l d s . 

7 Q. But are we t a l k i n g about the Lower Brushy here, 

8 l i k e r i g h t on top of the Avalon? 

9 A. On top of the Bone Spring lime? 

10 Q. On top of the Brushy spring lime. 

11 A. This t e s t was taken i n the middle Brushy Canyon. 

12 Q. Middle. 

13 A. Around up there. Which i s a c t u a l l y the 

14 productive sands i n the Carlsbad South F i e l d r i g h t north 

15 of the Grace Carlsbad one. 

16 Q. Okay. I'm at a disadvantage here, because I 

17 don't know exactl y what you were tasked w i t h , but i f you 

18 d i d a P i c k e t t p l o t of a log t h a t you could f i n d , what kind 

19 of RW would you get? 

20 Did you do that? 

21 A. Did not do t h a t . I d i d not use a P i c k e t t p l o t . 

22 Q. Pardon? 

23 A. Did not use a P i c k e t t p l o t on t h a t . 

24 Q. Did no t . There wou ldn ' t be a clean sand 

25 could you see a clean sand t h a t you could have . . . 
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1 A. You could have picked a clean sand and used your 

2 RO, and then... 1 

3 Q. I f you had a d d i t i o n a l logs a v a i l a b l e . j 

4 A. Yes, you could have run t h a t . Or you can do i t 

5 by hand. 

6 Q. So i s t h i s a shaley sand-type thing? 

7 A. The productive sand i n the Carlsbad South F i e l d 

8 i s a r e a l clean sand. There i s no shale i n t h a t sand. 

9 Q- So your AM&N would be what, 1 and 2? 

10 A. Yeah. Yes. 

11 EXAMINER JONES: Okay. Thank you. 

12 EXAMINER McMILLAN: Any questions? 

13 MR. WADE: No. j 

14 EXAMINER McMILLAN: Okay. j 

15 MR. FELDEWERT: I j u s t have one a d d i t i o n a l 

16 f o l l o w up, i f I may. 

17 Mr. Moylett, i f you go to E x h i b i t No. 11. 

18 THE WITNESS: Yes. 

19 REDIRECT EXAMINATION 

20 BY MR. FELDEWERT: 

21 Q. Survey of R e s i s t i v i t i e s i n Water from Subsurface 

22 Formations i n West Texas and Southeastern New Mexico. 

23 A. Yes. 

24 Q. Published by the Society of Petroleum Engineers? 

25 A. Yes . 
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1 Q. Would you assume t h a t i n conducting t h e i r survey 

2 and a r r i v i n g at the RW of 0.047 at 75 degrees, t h a t they 

3 would have looked at the w e l l logs? 

4 A. Yes. 

5 Q. And they would have done the appropriate 

6 analysis t o determine and pu b l i s h what t h a t group, as a 

7 whole, determined the RW to be f o r t h a t p a r t i c u l a r well? 

8 A. Yes. 

9 Q. Okay. 

10 A. And i f you look on t h a t page 13 there, you w i l l 

11 see a l o t of the RWs reported are i n the .04 to .05 range 

12 on tha t whole sheet when you look at t h a t . Very s i m i l a r 

13 RWs f o r many d i f f e r e n t f i e l d s i n here, Lea County and Eddy 

14 County, i n the area. At 75 agrees measured temperature. 

15 MR. FELDEWERT: That i s a l l the questions I 

16 have. 

17 EXAMINER JONES: So t h i s i s l a t e r a l log 

18 country, r i g h t ? 

19 THE WITNESS: Yes. Yes. 

20 EXAMINER McMILLAN: I have no f u r t h e r 

21 questions. 

22 THE WITNESS: Thank you. 

23 MR. LARSON: C a l l Mr. Davis. 

24 BRIAN D. DAVIS, 

25 having been pr e v i o u s l y sworn, was examined 
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1 and t e s t i f i e d as f o l l o w s : 

2 DIRECT EXAMINATION 

3 BY MR. LARSON: 

4 Q. Good morning, Mr. Davis. 

5 A. GOOD morning. 

6 Q. Please st a t e your f u l l name f o r the record. 

7 A. Brian D. Davis. 

8 Q. And you pr e v i o u s l y t e s t i f i e d at the hearing on 

9 July 23rd and were q u a l i f i e d as an expert i n petrophysics? 

10 A. Yes. 

11 Q. And i n i t i a l l y we have a housekeeping matter to 

12 address to cor r e c t a couple of typographical e r r o r s i n 

13 your previous e x h i b i t s . 

14 A. Yes. 

15 Q. What was the RW t h a t you used i n the 

16 petrophysical analysis t h a t you previously t e s t i f i e d 

17 about? 

18 A. I used a .1 but I a c t u a l l y recorded a .05 on 

19 the document. 

20 Q. I ask you to i d e n t i f y what has been marked as 

21 Key Energy E x h i b i t No. 31. 

22 A. That's — yeah. That i s — yeah. 

23 Q. Did you prepare t h i s document? 

24 A. Yes. 

25 Q. And i s i t i n t e n d e d t o c r e a t e the p r e v i o u s 
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1 typographical e r r o r and replace the i d e n t i c a l --

2 A. Yes. 

3 Q. -- e x h i b i t marked as No. 11? 

4 A. Yes. The only change was the RW to .1 instead 

5 of .05. I had misread i t o f f the scales, and when I went 

6 back i n the program I noticed i t was .1 and not .05. 

7 Q. But .1 i s what you used? 

8 A. .1 was the math I used. And i t doesn't change 

9 any of the petrophysics, because t h a t was the value I 

10 a c t u a l l y used. 

11 Q. And we have the same issue w i t h what was 

12 previously admitted as E x h i b i t No. 12? 

13 A. Yes. 

14 Q. And I ' l l ask you to i d e n t i f y the document marked 

15 as E x h i b i t 32. 

16 A. Yes. 

17 Q. Could you i d e n t i f y t h a t f o r the hearing 

18 examiner 

• 
19 A. Yes, i t ' s t h i s one here. 

20 Q- Could you describe i t f o r the court r e p o r t e r . 

21 A. Yes. This i s the summary on the Fed Com w e l l , 

22 the o r i g i n a l petrophysics w i t h corrected RW set to . 1 . 

23 Q. And i s E x h i b i t 32 also intended t o i n s e r t the 

24 corr e c t RW? 

25 A. Yes. 
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1 Q. And the only the d i f f e r e n c e between E x h i b i t s 33 

2 and -- I'm g e t t i n g confused -- 32 and 12 i s the RW 

3 numbers? 

4 A. Correct. 

5 Q. And again i t doesn't involve any change i n your 

6 petrophysical --

7 A. Everything else stayed the same. The average 

8 water s a t u r a t i o n s , everything, stayed the same. 

9 Q. And p r i o r t o the hearing d i d you have an 

10 opportunity t o review the m a t e r i a l s t h a t Mr. 

11 Feldewert admitted t o the hearing examiner on behalf of BC 

12 Operating? 

13 A. Yes, I d i d . 

14 Q. And those are b a s i c a l l y the documents t h a t have 

15 been being admitted t h i s morning as e x h i b i t s ? 

16 A. Yes, they were. 

17 Q. And what i s the ca l c u l a t e d RW t h a t i s i d e n t i f i e d 

18 i n BC Operating's submission? 

19 A. They submitted .0366 at 98 degrees Fahrenheit or 

20 .047 at 75 from the a c t u a l report they used. 

21 Q. And have you reviewed the d r i l l stem t e s t data 

22 from the Unocal Terry (sic) No. 1 well? 

2 3 A. I d i d indeed. 

24 Q. Could you i d e n t i f y the document marked as Key 

25 Energy E x h i b i t No. 33. 
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1 A. Yes. I t ' s a four-page document. Three of the 

2 pages are d i r e c t l y from the OCD f i l e s , which are the 

3 actual d r i l l stem t e s t s t h a t were performed on the w e l l , 

4 and the f o u r t h page i s s o r t of a summation of those three 

5 previous pages. 

6 Q. And. Did you prepare the summation t h a t appears 

7 on Page 1 of E x h i b i t 33? 

8 A. I d i d indeed. 

9 Q. And are the remaining pages of E x h i b i t 33 tru e 

10 and co r r e c t copies of documents from the Division's w e l l 

11 f i l e ? 

12 A. Yes, they are. 

13 Q. And what d i d your analysis of the d r i l l stem 

14 data reveal? 

15 A. Well, I b a s i c a l l y looked at a l l three d r i l l stem 

16 t e s t s . And they were at three separate depths. I can 

17 s t a r t w i t h -- I ' l l s t a r t w i t h the f i r s t one. 

18 The f i r s t d r i l l stem t e s t was --

19 Q. Excuse me. That's page 2 of E x h i b i t 33? 

20 A. I don't have them stapled i n order. So i f 

21 you'11 look at the t o p - l e f t - h a n d corner r i g h t here, you 111 

22 see there should be the depths r i g h t there. 

23 So we are looking at the 3360-foot d r i l l 

24 stem t e s t . 

25 Now, t h a t p a r t i c u l a r d r i l l stem t e s t i s a 
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1 l i t t l e above our i n j e c t i o n i n t e r v a l , but I j u s t wanted t o 

2 b r i n g a l l the DSTs out so t h a t we could look at a l l the 

3 DSTs, because I don't l i k e t o p r o j e c t some and not the 

4 others. 

5 I f y o u ' l l look down there c i r c l e d i n red, 

6 we have r e s i s t i v i t i e s at .18 at s i x t y , I believe i t ' s two, 

7 degrees Fahreinheit. 

8 There was also another d r i l l stem t e s t 

9 at 4286 f e e t . 

10 MR. FELDEWERT: Excuse me. Are you on the 

11 l a s t page of t h i s e x h i b i t ? 

12 THE WITNESS: I t would be whichever one 

13 says 4286 r i g h t here. I should probably have h i g h l i g h t e d 

14 the depths. 

15 EXAMINER JONES: 3360? 

16 THE WITNESS: Well, yeah, we'd already 

17 looked at the 3360, and t h a t was the r e s i s t i v i t y of .18 at 

18 67 degrees Fahrenheit. 

19 Like I said, I don't have the standard 

20 copy, so I've j u s t got them i n random order here. Or 

21 maybe you had them i n the co r r e c t order and I took the 

22 paper c l i p o f f . 

23 MR. WADE: I n the packe t t h a t I have i t ' s 

24 page 4 o f E x h i b i t 33. 

25 THE WITNESS: T h a t ' s t h e 3360? 
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1 MR. WADE: .18 at 67 degrees. 

2 THE WITNESS: So i t would be l a s t page. 

3 Yeah, give me t h a t one j u s t t o t a l k from 

4 and I ' l l give you these back. 

5 MR. LARSON: Mr. Examiner, I'm handing Mr. 

6 Davis another copy t h a t ' s stapled, so we w e ' l l have the 

7 r i g h t — 

8 THE WITNESS: So we won't be confused. My 

9 apologies. 

10 A. (Continued) So t h a t was the l a s t page of the 

11 e x h i b i t , 32 60. We see the r e s i s t i v i t y was .18 at 62 

12 degrees Fahrenheit from the d r i l l stem t e s t . Okay? 

13 The next d r i l l stem t e s t , which w i l l be 

14 page 3, at 4286 fe e t we have a r e s i s t i v i t y measured from 

15 the d r i l l stem t e s t at .078 at 66 degrees Fahrenheit. 

16 And the t h i r d d r i l l stem t e s t , which i s at 

17 4434 fe e t -- and tha t ' s an important number because I'm 

18 going t o reference back t h a t 4434 feet i n j u s t a second --

19 you'11 notice our r e s i s t i v i t y i s .095 at 75 degrees 

20 Fahrenheit. That's the squared value there. Okay? 

21 This p a r t i c u l a r d r i l l stem t e s t , they 

22 recovered 120 feet of s a l t water, so they had a p r e t t y 

23 decent column of s a l t water recovered from the formations. 

24 I f you w i l l go t o page 1, what I've 

25 attempted t o do i s normalize everything t o 75 degrees 
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1 Fahrenheit, which was the same process the geologist had 

2 done and gone through when t a k i n g h i s .047. and moving i t 

3 down t o .036. I used the exact same formula, which I 

4 believe was t h e i r E x h i b i t 14. I used the exact same 

5 formula t o convert the temperatures. 

6 So what I d i d i s , i f you w i l l look at at 

7 f i r s t value there, I've got .151 at 7 5 degrees Fahrenheit 

8 f o r the 33 60 depth, then 1 1ve got .069 at 7 5 degrees 

9 Fahrenheit at the 4286 depth, and then I've got .095 at 75 

10 degrees Fahrenheit at the 4 4 34 depth. 

11 Well, i f you go back t o t h e i r o r i g i n a l 

12 survey of water r e s i s t i v i t i e s from the report and i f you 

13 look at t h a t — 

14 What e x h i b i t was that? I can't remember 

15 what e x h i b i t i t was. I t was the one t h a t had the .047 

16 number on i t . 

17 I f you look at the depth next t o t h a t .047 

18 number. And t h i s w i l l be E x h i b i t 11, page 3. I f you w i l l 

19 look at the depth there, i t ' s 4434 f e e t . Now, I 

20 personally don't t h i n k t h a t ' s a coincidence t h a t t h a t i s 

21 the exact depth of t h a t d r i l l stem t e s t of .095 at 75 

22 degrees Fahrenheit. So I t h i n k t h a t .04 7 number, I don't 

23 know where i t came from, because I've got a 4434 depth 

24 marked next t o t h a t .03, and the d r i l l stem t e s t 

25 referencing back t o a .095 at 75 degrees Fahrenheit. 
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1 So I don't believe t h a t .047 i s a v a l i d 

2 number, because the d r i l l stem t e s t says d i f f e r e n t l y . I n 

3 f a c t , a l l three d r i l l stem t e s t s are a l l much higher than 

4 the .036 t h a t they are proposing, and a l l three of the 

5 d r i l l stem t e s t s recovered water t h a t was tested on s i t e 

6 and the r e s i s t i v i t i e s were a c t u a l l y measured. 

7 Now, I personally t h i n k these r e s i s t i v i t i e s 

8 may be a touch low. I t h i n k they're probably a l i t t l e 

9 higher than t h i s , because they d i d n ' t recover a l o t of 

10 volumes of water, and i f you looked at the log headers f o r 

11 the o f f s e t logs, which were E x h i b i t s -- uh, 12, page 2. 

12 I f you w i l l look down at the o f f s e t Union O i l Company of 

13 C a l i f o r n i a AJ w e l l , you've have got RMs and RMFs - and now 

14 these are r e s i s t i v i t i e s of mud f i l t r a t e s -- at around .06, 

15 .031. They are very low. 

16 So pa r t of t h a t d r i l l stem t e s t i s going t o 

17 be recovering some of t h a t f i l t r a t e t h a t ' s immediately 

18 near the w e l l bore of these very low r e s i s t i v i t i e s . And 

19 these lower r e s i s t i v i t i e s , t h i s i s .031 at 98 keep i n 

20 mind I'm t a l k i n g about the r e s i s t i v i t y of the mud f i l t r a t e 

21 not the r e s i s t i v i t y of the formation water. So those are 

22 a c t u a l l y going t o drag those d r i l l stem t e s t s down a 

23 l i t t l e b i t because t h i s s t u f f i s more s a l i n e . 

24 So my contention i s I believe t h a t t h i s RW 

25 out here i s around a .01. 
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1 Or sorry, . 1 , not .01. 

2 A. 0.1 Thank you. 

3 Q. Do you r e c a l l the M f a c t o r t h a t t h a t Mr. 

4 Moylett proposed at the previous hearing? 

5 A. I do indeed. 

6 Q. And what was that? 

7 A. I t was 1.8. 

8 Q. And have you run a petrophysical c a l c u l a t i o n 

9 based on an RW of 0.036 at formation temperature and an RM 

10 f a c t o r of 1.8? 

11 A. I d i d indeed. 

12 Q. And could you next i d e n t i f y the document marked 

13 as E x h i b i t No. 34. 

14 A. Just a second here. I've got too much s t u f f . 

15 Q. I'11 b a i l you out. 

16 A. Thank you. Again. 

17 Yes, E x h i b i t 34 was the petrophysical 

18 summary. This was run w i t h the exact same c r i t e r i a t h a t I 

19 ran my o r i g i n a l p e t rophysical c a l c u l a t i o n on when I 

20 presented l a s t time. I changed nothing except f o r the RW 

21 t o .036, which i s what they corrected and proposed, and I 

22 used the A of 1, the M of 1.8, which was t e s t i f i e d to l a s t 

23 time. I d i d notice a s l i g h t d i f f e r e n t answer was given 

24 t h i s time and maybe he said 1, 2, and 2, but I ran i t at 

25 1.8 because t h a t was the testimony I had at the time. 
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1 So a l l I d i d was change th a t up i n t o the 

2 equation f o r the water s a t u r a t i o n — I ran the same 

3 c u t - o f f s , everything else was exactl y the same — and I 

4 ended up g e t t i n g 599 fee t of pay over the i n t e r v a l from 

5 3982 to 5019.5, which was 1,000 f o o t gross i n t e r v a l . The 

6 average p o r o s i t y was 12 percent, and I got a 47 percent 

7 water s a t u r a t i o n over the e n t i r e 1,000-foot i n t e r v a l of 

8 Delaware. 

9 And t h i s was s o r t of -- I t e s t i f i e d t h i s 

10 and kind of ran the number o f f the top of my head l a s t 

11 time, but I a c t u a l l y put the numbers i n t o the model and 

12 present those here t o you today. 

13 Q. And d i d you prepare the document marked as 

14 E x h i b i t 34? 

15 A. Yes. 

16 Q. And does i t a p p r o p r i a t e l y summarize your 

17 modeling based on the RW f a c t o r of 0.036 and the M f a c t o r 

18 of 1.8? 

19 A. Yes. 

20 Q. Would you n e x t i d e n t i f y t he document marked as 

21 Key Energy E x h i b i t No. 35. 

22 A. Yes. Key Energy E x h i b i t No. 35 was an 

23 o i l - i n - p l a c e c a l c u l a t i o n u s i n g the RW o f .036 and the M 

24 v a l u e o f 1.8 as proposed by t h e i r g e o l o g i s t . 

25 Q. And d i d you p repa re t h i s document? 
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1 A . I d i d indeed. 

2 Q. And does i t r e f l e c t t h e r e s u l t s o f your modeling 

3 based on the RW and M numbers proposed by BC Operating? 

4 A. I t does indeed. 

5 Q. What does i t r e f l e c t ? 

6 A. What i t does, i s t h i s i s s i m p l y an o i l - i n - p l a c e 

7 c a l c u l a t i o n where I took t h e area, and I assumed a 

8 4O-acre-spaced w e l l ; I took t h e h e i g h t , which i s d i r e c t l y 

9 from E x h i b i t 34, which was the t h i c k n e s s o f pay sands, 

10 599.5 f e e t ; I took t h e average p o r o s i t y o f .12, which i s 

11 t h e f e e ; and I took t h e SW, which i s .74 i n the 1 minus SW 

12 p o r t i o n . 

13 And when you c a l c u l a t e t h a t out on a 

14 4O-acre-spaced w e l l , I get 11.7 m i l l i o n b a r r e l s o f o i l on 

15 a 4O-acre-spaced w e l l . So i f we go 16 times t h a t , t h a t ' s 

16 a p p r o x i m a t e l y 180 m i l l i o n b a r r e l s per s e c t i o n i n the 

17 Delaware as a r e s u l t o f u s i n g a .036 RW. 

18 Q. And s p e c i f i c a l l y i n the Brushy Canyon? 

19 A. S p e c i f i c a l l y i n t h e Brushy Canyon. 

20 MR. LARSON: Mr. Examiner, I move the 

21 admission o f Key Energy E x h i b i t s 31, 32, 33, 34 and 35. 

22 EXAMINER McMILLAN: Any o b j e c t i o n ? 

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

24 EXAMINER McMILLAN: E x h i b i t s 31 th r o u g h 35 

25 may now be accepted as p a r t o f the r e c o r d . 
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1 (Key Energy E x h i b i t s 31 thr o u g h 35 o f f e r e d and 

2 a d m i t t e d i n t o evidence.) 

3 MR. LARSON: And I pass the w i t n e s s . 

4 CROSS-EXAMINATION 

5 BY MR. FELDEWERT: 

6 Q. Mr. Davis, do you have i n f r o n t o f you the 

7 e x h i b i t book t h a t was p r e v i o u s l y e n t e r e d i n t o evidence by 

8 BC Operating? 

9 A. I do not have t h a t i n f r o n t o f me. 

10 MR. FELDEWERT: May I approach the 

11 witness? 

12 EXAMINER McMILLAN: You may. 

13 Q. (BY MR. FELDEWERT: And j u s t as a m a t t e r o f 

14 housekeeping — I'm s o r r y , f i r s t , b e f o r e I g i v e you t h a t , 

15 E x h i b i t 31 t h a t you i n t r o d u c e d here, --

16 A. Yes. 

17 Q. -- i s t h a t i s a c o r r e c t i o n o f what was the 

18 p r i o r e x h i b i t ? 

19 A. The p r i o r e x h i b i t was 11. 

20 Q. 11. Okay. And then E x h i b i t 32 was a c o r r e c t i o n 

21 o f the p r i o r E x h i b i t 12? 

22 A. Yes. 

23 Q. Your a n a l y s i s , then, you would admit, c o n f l i c t s 

24 w i t h what has been marked as BC Op e r a t i n g E x h i b i t 11. 

25 A. Yes. Very much so. 
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1 Q. Okay. Are you f a m i l i a r w i t h the Society of 

2 Petroleum Engineers? 

3 A. I am indeed. I am a member. 

4 Q. Do you customarily u t i l i z e t h e i r information i n 

5 your work? 

6 A. I do. 

7 Q. And i n your experience i s t h a t information 

8 generally r e l i a b l e ? 

9 A. Generally, yes. 

10 Q. And i t ' s subject to peer review? 

11 A. Yes. 

12 Q. But you say they d i d i t wrong, based on your 

13 ana l y s i s . 

14 A. From what I've seen, yes. 

15 Q. Okay. So i n your opinion we r e a l l y don't have 

16 anything determinative on the RW i n t h i s area. 

17 A. No, I t h i n k we do. I t h i n k we have three d r i l l 

18 stem t e s t s t h a t show us what the RWs are -- about what 

19 they should be. 

20 Q. That's what you marked as E x h i b i t 33. 

21 A. Yes. 

22 Q. Did you convert t h a t or take i n t o account the 

23 temperature at the depth at which you seek to i n j e c t i n 

24 a r r i v i n g at these numbers? 

25 A. Yes. 
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1 Q. What's that? 

2 A. Yes. 

3 Q. Was there a conversion done f o r 98 degrees? 

4 A. Yes. 

5 Q. And what are those numbers at 98 degrees? 

6 A. At 98 degrees the 4434 number was .074. 

7 And I don't have t h a t an e x h i b i t . I can 

8 w r i t e t h a t up i f we need t o . But I d i d the c a l c u l a t i o n 

9 Q. 0.074. 

10 A. Yeah. 

11 Q. What about f o r the next one on your E x h i b i t 33? 

12 A. We would have to c a l c u l a t e t h a t one. 

13 Q. You don't have i t ? 

14 A. No, I d i d not convert i t t o 98. 

15 Q. Do we have i t f o r the l a s t one on your e x h i b i t ? 

16 A. No. 

17 Q. And these RWs, at le a s t on your e x h i b i t s , are 

18 kind of a l l over the place. Right? 

19 A. Well, two of them are f a i r l y close, but yeah, j 

20 there i s a b i t of a spread. 

21 Q. And i f I look at E x h i b i t No. 11 at the t h i r d 

22 page, we see the Society of Petroleum Engineers, when they 

23 di d t h e i r analysis of a number of logs, you see a f a i r l y 

24 consistent range across the area f o r a depth of around 4-

25 to 5,000 f e e t , don't you. 
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1 A. Yeah. But some of these wells are 30 miles away 

2 and d i f f e r e n t depths. 

3 Q. What would you expect the water cut t o be at 

4 your proposed RW? 

5 A. At my proposed RW? 

6 Q. Uh-huh. 

7 A. 100 percent. I t h i n k i t ' s 100 percent wet. I 

8 don't t h i n k there's any hydrocarbons down there i n the 

9 w e l l bore t h a t I looked a t . 

10 Q. A l l r i g h t . Let me step back. 

11 Taking away your suggestion t h a t there's no 

12 hyrdrocarbons i n t h a t i n t e r v a l , w i t h the RW tha t you have 

13 proposed, what would the water cut be? 

14 A. 100 percent. 

15 Q. 100 percent. 

16 And at the RW t h a t has been r e f l e c t e d on 

17 the Society of Petroleum Engineers and then corrected to 

18 account f o r the 98-degree temperature, so 0.036, what 

19 would you expect the water cut t o be? 

20 A. I don't know. You're going t o produce 11.27 

21 m i l l i o n b a r r e l s . I don't know. Probably a heck of a l o t 

22 of o i l there. 

23 Q. What would you expect the water cut to be at the 

24 RW of 0.036? 

25 A. W e l l , you have 50 p e r c e n t w a t e r s a t u r a t i o n i n 
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1 the i n t e r v a l . 

2 I don't know. I t would depend on how the 

3 rock produces, i f the rock holds the water back. I mean, 

4 there's a l l kinds of d i f f e r e n t ways. But --

5 Q. Let's assume there's 47 percent water 

6 s a t u r a t i o n , which i s what you t e s t i f i e d t o w i t h respect t o 

7 E x h i b i t 34. What would t h a t count to? What would t h a t be 

8 w i t h respect t o a water cut? 

9 A. I don't know. 

10 Q. You don't know? 

11 A. No. 

12 Q. Would i t be 50 percent? 

13 A. Possibly. 

14 Q. What's that? 

15 A. Possibly. Could be 30 percent, could be 50. I 

16 don't know. I don't know what the water cut would be. 

17 Q. Okay. I f I then -- now I want you to go to 

18 E x h i b i t No. 4. 

19 MR. LARSON: Mr. Feldewert, i s t h a t BC 

20 E x h i b i t 4? 

21 MR. FELDEWERT: BC E x h i b i t No. 4. I'm 

22 sorry. 

23 Q. You were at the l a s t hearing where t h i s e x h i b i t 

24 was discussed, correct? 

25 A. Yes, I was there. 
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1 Q. There i s a Brushy Canyon w e l l located, y o u ' l l 

2 see, i n Section 35 j u s t t o the east of the area i n 

3 question, Section 36. 

4 A. Yeah. 

5 Q. That's an OXY w e l l , correct? 

6 A. I don't know. 

7 Q. You didn ' t analyze i t ? 

8 A. Did not. 

9 Q. Didn't look at i t ? 

10 A. No. 

11 Q. You have no reason t o disagree w i t h the data on 

12 t h i s e x h i b i t , though, do you? 

13 A. I don't know. I didn ' t prepare the data so I 

14 can't r e a l l y comment on t h i s . 

15 Q. This has been t e s t i f i e d t o as an o i l w e l l i n the 

16 Brushy Canyon, and i f you look at the D i v i s i o n records 

17 i t ' s s t i l l producing. 

18 A. Okay. 

19 Q. I f you look at the numbers here, the second 

20 number, you would recognize t h a t i s a cumulative o i l 

21 production i n b a r r e l s . Correct? 

22 A. On the f i e l d t o the l e f t , t o the east? 

23 Q. W e l l , i n the southwest quarter Section 35, the 

24 round dot. I mean c i r c l e . 

25 • There's three numbers underneath there. 
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1 A. Okay. 

2 Q. Granted they're a l i t t l e small, but can you read 

3 t h a t middle number of 12,404? 

4 A. Yeah. 

5 Q. Were you here when Mr. Moylett t e s t i f i e d t h a t 

6 t h a t was the o i l production --

7 A. I was. 

8 Q. -- bsed on the D i v i s i o n records? 

9 A. I remember t h a t . 

10 Q. Do you remember him also t e s t i f y i n g t h a t the 

11 cumulative o i l -- water production f o r t h a t w e l l , based on 

12 the D i v i s i o n records, was around 103,000 b a r r e l s of --

13 A. I don't remember t h a t number, but... 

14 Q. I ' l l represent t o you tha t ' s what's on t h i s 

15 e x h i b i t . 

16 A. Okay. 

17 Q. I f you d i d the math on the cumulative o i l and 

18 the water t h a t was produced, doesn't i t come up to about 

19 89, 90 percent water cut? 

20 A. Probably. I don't have a c a l c u l a t o r . 

21 Q. I f I then go to the productive f i e l d t o the 

22 north, which Mr. Moylett t e s t i f i e d was on s t r i k e when you 

23 said i t was... 

24 L e t ' s l o o k a t t he v e r y - - t he w e l l i n t he 

25 sou theas t o f t he s o u t h e a s t . Do you see t h a t w e l l ? 
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1 A. Which section? 

2 Q. Section 2 4 to the north. 

3 A. 24 to the north. Yeah, got i t . 

4 Q. Okay. The w e l l t o the southeast and southeast. 

5 A. Okay. 

6 Q. Do you see the three numbers again? 

7 A. Yeah. 

8 Q. Cumulative o i l production there was 82,000 

9 ba r r e l s -

10 A. Okay. 

11 Q. And the cumulative water production there was 

12 761,000 b a r r e l s . 

13 A. Yeah. 

14 Q. And t h a t would equate t o an 89, 90 -- a c t u a l l y 

15 i t would be a 90 percent water cut. Right? 

16 A. Sure. 

17 Q. What's that? 

18 A. I guess. You're asking me the wrong questions. 

19 I'm at p e t r o p h y s i c i s t . You're asking me to s t a r t 

20 c a l c u l a t i n g waters cuts. You're kind of out of my depth 

21 here. 

22 Q. I'm not looking at -- I'm looking at actual 

23 data. 

24 A. No, I understand. 

25 Q- And t h a t would i n d i c a t e a 90 percent water cut, 
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1 would i t not? 

2 A. I f you say so. I haven't run the math. 

3 Q. So actual production data out here f o r these 

4 f i e l d s i n the Brushy Canyon show t h a t they have a water 

5 cut i n some circumstances at 90 percent. 

6 A. Okay. 

7 Q. Do you degree t h a t evidence on an allowable, 

8 t o l e r a b l e water cut i s a b e t t e r i n d i c a t o r of p r o d u c t i v i t y 

9 rather than a s p e c i f i c number l i k e an RW? 

10 A. I f you have a w e l l t h a t ' s producing, yeah. 

11 Q. Okay. And — 

12 A. But i f you have a dry hole or w e l l t h a t has 

13 never produced, then you have no basis t o measure i t 

14 against. 

15 Q. But would you agree w i t h the p r o p o s i t i o n t h a t 

16 f o r the Brushy Canyon i n the Delaware i n Southeast New 

17 Mexico, t h a t the d i s t i n c t i o n between p r o d u c t i v i t y and 

18 n o n p r o d u c t i v i t y should be determined more by the allowable 

19 or t o l e r a b l e water cuts than by a s p e c i f i c number 

20 associated w i t h water saturation? 

21 A. I believe t h a t you can c a l c u l a t e a water 

22 s a t u r a t i o n w i t h an RW i n zone. 

23 Q. My question i s : I n determining whether i t i s 

24 p o t e n t i a l l y productive, do you agree w i t h the p r o p o s i t i o n 

25 t h a t you're b e t t e r o f f looking at allowable or t o l e r a b l e 
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1 water cuts based on producing w e l l s , r a t h e r than a 

2 s p e c i f i c number associated w i t h water saturation? 

3 A. No, I don't. 

4 MR. FELDEWERT: Okay. May I approach the 

5 witness? 

6 EXAMINER McMILLAN: Yes. 

7 

8 

Was E x h i b i t 15 introduced? 

MR. WADE: I believe he said yes. 

9 Q. (BY MR. FELDEWERT) Mr. Davis are you f a m i l i a r 

10 w i t h the Roswell Geologic Society? 

11 A. No, I'm not. 

12 Q- You are not aware t h a t they p e r i o d i c a l l y hold 

13 symposiums? 

14 A. Never heard of them. 

15 Q. Never p a r t i c i p a t e d i n t h e i r events --

16 A. No, s i r . 

17 Q. or attended t h e i r symposiums? 

18 A. No, s i r , I have not. 

19 Q. Okay. Do you ever u t i l i z e t h e i r p ublications? 

20 A. No, s i r , I have not. 

21 Q- Okay. I f you take a look at what has been 

22 marked as BC Operating E x h i b i t No. 15, t h i s i s a 

23 p u b l i c a t i o n of the Roswell Geologic Society of 

24 Southeastern New Mexico, which i s what we are t a l k i n g 

25 about here, from 1995. Do you see that? 
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1 A. I do. 

2 Q. And t h i s was an analysis by two i n d i v i d u a l s t h a t 

3 were presented at t h a t society, a l l r i g h t , t h a t symposium 

4 i n 1995. 

5 A. Yeah. 

6 Q. And the nice t h i n g about i t i s i f you look at 

7 the second-to-the-last page of t h i s r a t h e r lengthy paper, 

8 they t h a n k f u l l y summarize t h e i r conclusion and 

9 recommendations. 

10 A. Yeah. But I ' d also l i k e t o note on page 56, 

11 t h a t t h i s i s Lea County, New Mexico. We're i n Eddy 

12 County, are we not? So does t h i s r e a l l y have pertinence 

13 t o our p a r t i c u l a r area? You're i n a whole other county 

14 w i t h t h i s study. 

15 Q. So i f I look at t h e i r conclusions and 

16 recommendations --

17 A. Well, f i r s t l e t ' s -- I mean, should we not 

18 address the Eddy County/Lea County issue? We're i n a 

19 d i f f e r e n t county. 

20 EXAMINER McMILLAN: Allow him t o f i n i s h . 

21 THE WITNESS: Okay. 

22 Q. (BY MR. FELDEWERT) I f I look at t h e i r 

23 Conclusions and Recommendations on page 64 -- and I guess 

24 t h i s i s a document you've never taken the time t o look a t . 

25 A. Never seen i t . 
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1 Q. Okay. And they summarize t h e i r conclusions f o r 

2 us f o r t h i s r a t h e r lengthy paper, correct? 

3 A. I don't know. I haven't read the paper so I'm 

4 probably not q u a l i f i e d t o comment on i t . 

5 Q. Let * s go to the l a s t page. 

6 A. So... 

7 Q. I f you look at t h e i r Conclusion No. 11, would 

8 you read t h a t out loud, please. 

9 A. (Reading) The d i s t i n c t i o n between nonpay and pay 

10 should be determined by the allowable or t o l e r a b l e water 

11 cut than a number; i . e . a water s a t u r a t i o n . 

12 Q. Do you disagree w i t h t h a t conclusion? 

13 A. I do. I f you have v a l i d log data you can 

14 c a l c u l a t e a water s a t u r a t i o n and determine i f a w e l l i s 

15 productive or nonproductive. That's the whole purpose of 

16 log analysis. 

17 Q. But based on the i n f o r m a t i o n we have on the 

18 productive Brushy Canyon f i e l d s surrounding the subject 

19 area, we see a t o l e r a b l e water cut of 90 percent, correct? 

20 A. Sure. But, you know, there's some other 

21 conclusions here you're not bothering t o read t h a t are 

22 also probably p e r t i n e n t , as w e l l . 

23 I haven't had a chance t o review t h i s , and 

24 I t h i n k t o be questioned on some paper t h a t ' s thrown out 

25 of the middle of nowhere, i s kind of a l i t t l e s i l l y . I 
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1 mean, I'm happy t o keep answering q u e s t i o n s b ut I don't 

2 even know what t h e paper says. 

3 Q. I'm d i s a p p o i n t e d you t h i n k t h e symposium 

4 co n c l u s i o n s are s i l l y , b u t 

5 A. I d i d n ' t say t h e y were s i l l y . I s a i d i t ' s s i l l y 

6 t h a t you're a s k i n g me t o comment on a paper I've never 

7 read. 

8 MR. FELDEWERT: I would move the admission 

9 of BC Oper a t i n g E x h i b i t 15. 

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

11 MR. FELDEWERT: That concludes my 

12 examination, Mr. Hearing Examiner. 

13 EXAMINER McMILLAN: E x h i b i t 15 now may be 

14 accepted as p a r t o f the r e c o r d . 

15 (Note: Whereupon BC Op e r a t i n g E x h i b i t 15 was 

16 o f f e r e d and accepted.) 

17 MR. WADE: Would you l i k e t h e o p p o r t u n i t y 

18 t o r e d i r e c t ? 

19 MR. LARSON: B r i e f l y . 

20 REDIRECT EXAMINATION 

21 BY MR. LARSON: 

22 Q. Mr. Davis, your o r i g i n a l p e t r o p h y s i c a l 

23 c a l c u l a t i o n t h a t you t e s t i f i e d about a t the p r e v i o u s 

24 h e a r i n g , what w e l l was t h a t based on? 

25 A. That was the w e l l based -- t h a t was the -- oh, I 

PAUL BACA PROFESSIONAL COURT REPORTERS 
500 FOURTH STREET NW - SUITE 105, ALBUQUERQUE, NM 87102 



Page 51 

1 can't remember the number now, but -- sorry. The API 

2 number was... 

3 I t was Gulf Federal Com No. 4, which was 

4 3001532560. 

5 Q. Do you r e c a l l the distance between t h a t w e l l and 

6 the proposed SWD well? 

7 A. Approximately h a l f a mile. I t h i n k i t was 2900 

8 f e e t . 

9 MR. LARSON: That's a l l I have. 

10 EXAMINER McMILLAN: Okay. 

11 EXAMINATION 

12 BY EXAMINER McMILLAN: 

13 Q. Going back t o E x h i b i t No. 4, I believe i t was BC 

14 Operating. 

15 A. Okay. 

16 Q. That w e l l i n the southwest southwest of 35, d i d 

17 you do log c a l c u l a t i o n s on i t ? 

18 A. I d i d not. 

19 Q. Okay. D i d you t a k e a l o o k a t t he l o g 

20 c a l c u l a t i o n s f o r any o f t he w e l l s t h a t are l i s t e d i n 

21 E x h i b i t No. 4 t h a t ' s c a l l e d t he C a r l s b a d South F i e l d ? 

22 A. C a r l s b a d South — 

23 Q. T h a t ' s S e c t i o n 24, Township — 

24 A. No, we d i d no t do any l o g a n a l y s i s . 

25 Q. L i k e w i s e I ' m g o i n g t o ask you t he same q u e s t i o n : 

PAUL BACA PROFESSIONAL COURT REPORTERS 
500 FOURTH STREET NW - SUITE 105, ALBUQUERQUE, NM 87102 



Page 52 

1 Did do i t f o r the Happy Valley F i e l d i n Section 33? 

2 A. No, I d i d not. 

3 Q. Did you do any log c a l c u l a t i o n s using your RW 

4 f o r any of the producing f i e l d s w i t h i n the general area? 

5 A. No. I j u s t d i d t h a t one w e l l . 

6 EXAMINER McMILLAN: Please proceed. 

7 EXAMINATION 

8 BY EXAMINER JONES: 

9 Q. Just q u i c k l y , on these d r i l l stem t e s t s , where 

10 i s t h a t w e l l located on t h i s map? 

11 A. I f you go to D r i l l Well Map 4 — Well, I t h i n k 

12 there's a b e t t e r map i n t h e i r on E x h i b i t 12? 

13 Yeah, i f you look at 12, i t ' s about, I 

14 don't know, s i x , seven miles away. I t ' s up at the top up 

15 here, and the w e l l i s down... 

16 Q. Oh, yeah, yeah. 

17 A. Down here. 

18 Q. There i t i s . I t was... 

19 A. Six or seven miles away, I'm guessing 

20 Q. That i s the d r i l l stem t e s t w e l l . 

21 A. Yes. 

22 Q. I n o t i c e d on these t h r e e zones t h a t t hey 

23 measured, t h a t i t l o o k s l i k e two o f them are t i g h t and one 

24 o f them a c t u a l l y had some decent p re s su re s d u r i n g t h e . . . 

25 And t h a t one was t he one a t dep th 3360? 
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1 Correct? 

2 So what I mean i s : On your A, B, C, D, E, 

3 F on the bottom of t h a t e x h i b i t where you see -- i t ' s 

4 extremely hard t o read: I n i t i a l flow pressure, f i n a l flow 

5 pressure. You a c t u a l l y had some numbers there --

6 A. Yeah. Yeah. Right. 

7 Q. -- t h a t responded. 

8 A. That d i d n ' t show up as type. 

9 Q. And then i t says 36,000 c h l o r i d e s . This was... 

10 So t h a t would be a higher RW. 

11 A. Yeah. I f you a c t u a l l y look, i t says the 

12 d r i l l i n g water below c i r c - -- oh, t h a t ' s -- yeah, the 

13 water -- yeah, 3 6,000. You're c o r r e c t . Absolutely. 

14 Q. That was i n the sample chamber? 

15 A. Yeah. 

16 Q. And i t s t i l l could have been some water from 

17 the -- i t says mud type at t h a t depth of water, and I 

18 guess as they went deeper i t says mud type brine water. 

19 So they must have now, why do you t h i n k 

20 t h a t happened. 

21 A. You know, I mean I'm not sure. I mean, i t ' s --

22 you know the r e s i s t i v i t y i s , you know, .18 at 67, and, you 

23 know, I would assume t h a t they had the d r i l l stem t e s t set 

2 4 at one i n t e r v a l f o r the e n t i r e t e s t . That's what I would 

25 assume. 
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1 Q. But why do you t h i n k they changed the mud type 

2 as they went deeper i n the well? 

3 A. Oh, i n t h i s p a r t i c u l a r well? 

4 Q. Yeah. 

5 A . I don't know enough about d r i l l i n g to answer 

6 t h a t , t o be honest w i t h you. I would assume i t would be 

7 some kind of d r i l l i n g decision or something t o do w i t h the 

8 formations or... 

9 Q. They needed higher pressures f o r some reason? 

10 A. Yeah. I mean i t could have been higher 

11 pressures or something. I -- I'm not a d r i l l i n g engineer. 

12 Q. Okay. Okay. But on your analysis, the E x h i b i t 

13 No. 35, at 47 percent water s a t u r a t i o n you s t i l l came up 

14 w i t h q u i t e a b i t of o i l ; i s t h a t correct? 

15 A. Well, yeah. I mean, i t would be 53 percent o i l . 

16 This i s using t h e i r .036, r i g h t ? 

17 Q. Right. 

18 A. And you come up w i t h 599 f e e t o f a pay column i n 

19 t h i s w e l l . 

20 Q. R i g h t . I f you — 

21 A. T h a t ' s a l o t o f o i l . 

22 Q. And i f you — 

23 A. And i f you l o o k e d a t t he l o g , i t d o e s n ' t make 

24 sense. Because i f you l o o k a t my o r i g i n a l l o g - - and I 

25 c a n ' t remember t h e e x h i b i t now - - and i f you l o o k a t a l l 

PAUL BACA PROFESSIONAL COURT REPORTERS 
500 FOURTH STREET NW - SUITE 105, ALBUQUERQUE, NM 87102 



Page 55 

1 these i n t e r v a l s , there's shale streaks i n the Delaware and 

2 i t ' s broken up, and i f you look, the r e s i s t i v i t y ' s about 3 

3 and 1/2 percent. And you guys know i f you see o i l , the 

4 o i l ' s on top of the water, and you see an increase on 

5 r e s i s i t i v i t y at the upper part of the i n t e r v a l s . And you 

6 see t h a t nowhere i n the p a r t i c u l a r subject w e l l t h a t I 

7 looked a t . 

8 So t h e r e f o r e by knowing t h a t -- you can't 

9 have 10 percent o i l s p l i t through the whole water column, 

10 r i g h t ? I t ' s got to be cumulative somewhere up there. I t 

11 would be odd to see i t s p l i t evenly through the whole 

12 t h i n g . So t h a t ' s why the .1 works a l l the way down w i t h 

13 the given r e s i s t i v i t i e s . 

14 Q. Okay. So you d i d n ' t see -- you d i d look at 

15 analysis over the whole gross i n t e r v a l — 

16 A. Yes. 

17 Q. and you d i d n ' t see gas or water --

18 A. I d i d n ' t see anything on the w e l l t h a t I looked 

19 a t . 

20 Q. -- trending on your r e s i s t i v i t y logs. 

21 A. Correct. Correct. 

22 Q. But d i d you see some zones t h a t might be more 

23 p o t e n t i a l than others? 

24 A. No. The c a l c u l a t i o n s show -- I mean, the 

25 c a l c u l a t i o n s were j u s t banging r i g h t at 97, 96, 98 
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1 percent. I mean, you always kind of -- you know, i t ' s not 

2 a p e r f e c t c a l c u l a t i o n , so... 

3 But a l l the c a l c u l a t i o n s were running r i g h t 

4 at the baseline. They weren't moving up, you weren't 

5 seeing anything t h a t would i n d i c a t e -- you know, even i f 

6 you used a 70 percent water s a t u r a t i o n c u t - o f f , I s t i l l 

7 d i d n ' t see anything on the log t h a t would i n d i c a t e o i l . 

8 Q. The Shimadzu equation you ran was not a simple 

9 Archie; i s t h a t correct? 

10 A. I t ' s not a simple Archie, but most of the s t u f f 

11 out here i s clean, so as a consequence the simple 

12 Archie -- the Shimadzu becomes an Archie when i t becomes 

13 100 percent clean, because the shale f a c t o r goes away. 

14 Q. So you do have a l o t of clean i n t e r v a l s on your 

15 gamma ray. 

16 A. Yeah. Yeah. And you can go back and look at 

17 the computer l o g and see t h a t , yes, s i r . 

18 Q. I s your gamma ray potasium charged, or i s 

19 uranium --

20 A. There was also probably some i n t e r v a l s where you 

21 might have seen the gamma ray was having lower-end 

22 response i n a few places i n the Delaware, yes. 

23 Q. The gamma ray -- you don't have a sp e c t r a l gamma 

24 ray, so --

25 A. There was no t a s p e c t r a l gamma r a y on t h i s w e l l , 
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1 i t was a s t r a i g h t up. 

2 Q. Just assuming i t ' s --

3 A. Yeah. Yeah. 

4 Q. clanging (phonetic) i f i t ' s r e a c t i n g . 

5 A. Yeah. Yeah. 

6 Q. So how do you explain the production f i e l d s out 

7 here, t h a t have some production three or four miles away? 

8 Would you explain t h a t . 

9 A. Well, I don't know. I guess there would be a 

10 geological explanation f o r t h a t , but I'm not a ge o l o g i s t . 

11 Q. You're a petroleum engineer, though. 

12 A. I'm a petroleum engineer, yes. 

13 Q. So --

14 A. So my guess i s there would be something t o do 

15 w i t h the geological high i n there somewhere where the o i l 

16 has accumulated i n those areas. 

17 Q. Okay. 

18 A. Because i f we look i n our metered area there's 

19 four or f i v e w ells and they're a l l dry holes. Nobody ever 

20 d r i l l s there. They d i d d r i l l stem t e s t s . Nobody ever 

21 t r i e d to produce any of these i n t e r v a l s r i g h t around where 

22 we're doing the s a l t water disposal w e l l . And I t h i n k 

23 there's a reason f o r t h a t . I t h i n k these wells were wet. 

24 Q. The r e l a t i v e water -- the per m e a b i l i t y t o water, 

25 i n other words your r e l a t i v e p e r m e a b i l i t y curves, --
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1 A. Yeah. 

2 Q. -- you don't have any access t o any of --

3 A. I d i d n ' t have any data on t h a t i n t h i s area. 

4 Q. -- those? But you're saying i t must be a steep 

5 curve, because you j u s t change your s a t u r a t i o n a t i n y b i t 

6 and get a l o t higher water cut i n your --

7 A. Well, I mean, water cuts -- I mean, water cuts, 

8 again when you s t a r t t a l k i n g about water cuts, t h a t ' s more 

9 of a production t h i n g t o me rather than a log analysis 

10 t h i n g , so I don't -- I don't know how much I can comment 

11 on water cuts. 

12 Because, you know, as a p e t r o p h y s i c i s t I've 

13 computed wells t h a t have had 50 percent water s a t u r a t i o n 

14 t h a t have produced water f r e e , and I've c a l c u l a t e d wells 

15 t h a t have done 50 percent water s a t u r a t i o n t h a t have 

16 produced 50 percent water. 

17 Q. So — 

18 A. So i t ' s kind of — 

19 Q. — k i n d o f h a r d t o t e l l . 

20 A. - - t he n a t u r e o f t he r e s e r v o i r and t he beas t , 

21 and i t ' s d i f f i c u l t t o t e l l . So, you know, making a 

22 d e f i n i t i v e s t a t ement on i t wou ld no t be someth ing - - I 

23 d o n ' t t h i n k I ' m q u a l i f i e d t o do . I d o n ' t have the d a t a . 

24 And i f I d i d , I ' m n o t sure I c o u l d . I ' m a p e t r o p h y s i c i s t . 

25 Q. So i t ' s sometimes ha rd t o t e l l f r o m l o g a n a l y s i s 
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1 whether i t ' s going t o be productive or not. 

2 A. I t can be, yes. 

3 Q. What about your -- your P i c k e t t p l o t . Did you 

4 do a Pi c k e t t p l o t of — 

5 A. I d i d a P i c k e t t p l o t but I didn ' t present i t . 

6 The Pi c k e t t p l o t showed out t o be about the .1, which 

7 i s -- you know, I j u s t d i d a quick and d i r t y P i c k e t t p l o t , 

8 and then I set my RW and ca l c u l a t e d the log based on t h a t . 

9 Q. Okay. 

10 A. So... 

11 EXAMINER JONES: I don't have any more 

12 questions. Thank you very much. 

13 EXAMINER McMILLAN: I have no f u r t h e r 

14 questions. 

15 EXAMINER JONES: I t ' s up to you guys. 

16 MR. WADE: Okay. The questions could be 

17 over at t h i s p o i n t , so we can excuse t h i s witness and then 

18 do cl o s i n g . 

19 EXAMINER McMILLAN: Okay. L e t ' s j u s t — 

20 THE WITNESS: Okay. Thank you , gen t l emen . 

21 A p p r e c i a t e i t . 

22 Some o f these came f r o m you . 

23 MR. FELDEWERT: Jus t l eave them up t h e r e 

24 f o r now and I ' l l p i c k them up l a t e r . 

25 THE WITNESS: Okay. That one, t h a t one. 
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1 MR. WADE: There's no more witnesses, and 

2 we're the l a s t case. You can j u s t leave everthing f o r now 

3 and we can... 

4 THE WITNESS: Some of t h i s i s my scrap. 

5 MR. LARSON: Just leave i t f o r now. 

6 EXAMINER JONES: Do we want t o have c l o s i n g 

7 statements? 

8 EXAMINER McMILLAN: Yeah. Go ahead and 

9 proceed w i t h c l o s i n g statements. Thank you. 

10 MR. LARSON: B r i e f c l o s i n g statement, Mr. 

11 Examiner. 

12 I n 2012 the D i v i s i o n a d m i n i s t r a t i v e l y 

13 authorized Key to i n j e c t produced water i n the Grace 

14 Carlsbad No. 1 Well i n the same i n t e r v a l t h a t ' s the 

15 subj ect of Key's current a p p l i c a t i o n , and during the two 

16 hearings t h a t have been conducted on the current 

17 A p p l i c a t i o n , Key's witnesses have demonstrated t h a t the 

18 Division's 2012 decision was i n f a c t a co r r e c t decision, 

19 and I request t h a t Key's current A p p l i c a t i o n also be 

20 granted today. 

21 EXAMINER McMILLAN: Proceed. 

22 MR. FELDEWERT: Well, i t sounds l i k e they 

23 are r e l y i n g s o l e l y on the -- based on his statements, he 

24 said because y o u - a l l approved i t i n 2012 you should 

25 approve i t again today. 
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1 We have the b e n e f i t of a hearing here 

2 today. We also have the b e n e f i t of a sta t e lessee t h a t we 

3 d i d not have i n 2012. There was no st a t e lessee f o r the 

4 underlying minerals when you approved i n j e c t i o n i n 2012. 

5 We now have a sta t e lessee f o r these underlying minerals, 

6 and t h a t lessee i s here because they are ready and w i l l i n g 

7 t o invest i n the st a t e minerals underlying t h i s acreage. 

8 I n f a c t they have two wells bordered on E x h i b i t No. 4 t h a t 

9 they are prepared t o d r i l l w i t h i n a year. As soon as i t 

10 gets on the d r i l l i n g docket, they're hoping t o d r i l l by 

11 the f o u r t h quarter of t h i s year. 

12 We now have a d i f f e r e n t circumstance here. 

13 We have someone now who believes t h a t the underlying 

14 acreage i s productive, and we have someone now t h a t 

15 believes, and I believe has demonstrated t h a t there i s a 

16 chance of p r o d u c t i v i t y i n the Brushy Canyon, based on the 

17 surrounding f i e l d s and the analysis t h a t was presented i n 

18 the l a s t hearing. 

19 Nothing has changed today except t h a t they 

20 want t o use some kind of an a r b i t r a r y RW number t h a t 

21 nobody can seem t o agree upon and say, "Ah-hah, we got 

22 you. There's no way t h a t t h i s can be productive." 

23 I t h i n k i f we look at the scholars i n the 

24 area, they say th a t ' s not the best way to go. Look at 

25 what's going around i t , look at the water cuts, look at 
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1 what's t o l e r a b l e , and give these lessees an opportunity t o 

2 produce these s t a t e minerals. 

3 I mean, the l a s t t h i n g you want t o do i s 

4 allow them t o i n j ect i n t o a formation t h a t i s p o t e n t i a l l y 

5 productive, because once you do t h a t then you have wasted 

6 those s t a t e minerals. There's no hurry here f o r t h i s 

7 i n j e c t i o n w e l l . We have a lessee t h a t ' s w i l l i n g t o inve s t 

8 and look at t h i s area. They have looked at i t and they 

9 t h i n k i t ' s p o t e n t i a l l y productive. So we ask t h a t you 

10 deny t h e i r A p p l i c a t i o n r a t h e r than waste those p o t e n t i a l l y 

11 productive s t a t e minerals. 

12 EX7VMINER JONES: The t r a c t s . 

13 MR. WADE: Yeah. Previously there was more 

14 i n f o r m a t i o n t h a t was requested by Mr. Jones, and t h a t 

15 was --

16 EXAMINER JONES: The t r a c t s t h a t had the 

17 a d d i t i o n a l p a r t i e s t h a t were Noticed, ' i d e n t i f i c a t i o n of 

18 the t r a c t . 

19 MR. WADE: So what we wou ld l i k e t o do i s go 

20 ahead and c o n t i n u e t h i s case t o b r i n g t h a t i n f o r m a t i o n 

21 back on t he r e c o r d . I t makes i t a l o t c l e a n e r , r a t h e r 

22 t h a n p iecemea l send ing i t . 

23 MR. LARSON: I d i d n ' t r a i s e i t a t the t i m e . 

24 Would i t be a c c e p t a b l e t o do i t i n an emai l? 

25 MR. WADE: T h a t ' s what I ' m s a y i n g . No, we 
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would want t o put i t on the record, make i t o f f i c i a l so 

the court r e p o r t e r has copies of e x h i b i t s and we have 

everything on the t r a n s c r i p t s . 

MR. LARSON: Continued t o the next hearing 

date? 

EXAMINER McMILLAN: So i t would be — Case 

No. 15322 w i l l be continued t i l l September the 3rd. 

EXAMINER JONES: And t h a t being the l a s t 

case on the docket, t h i s docket i s closed. 

(Time noted 10:59 a.m.) 

? - w ^ xihm ***** 
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1 STATE OF NEW MEXICO ) 

2 ) SS 

3 COUNTY OF TAOS ) 

4 

5 

6 

7 REPORTER'S CERTIFICATE. 

8 I , MARY THERESE MACFARLANE, New Mexico Reporter 
CCR No. 122, DO HEREBY CERTIFY t h a t on Thursday, August 

9 20, 2015, the proceedings i n the above-captioned matter 
were taken before me, t h a t I d i d report i n stenographic 

10 shorthand the proceedings set f o r t h herein, and the 
foreoing pages are a tru e and correct t r a n s c r i p t i o n t o the 

11 best of my a b i l i t y and c o n t r o l . 

12 I FURTHER CERTIFY t h a t I am ne i t h e r employed by 
nor r e l a t e d t o nor contracted w i t h (unless excepted by the 

13 rules) any of the p a r t i e s or attorneys i n t h i s case, and 
th a t I have no i n t e r e s t whatsoever i n the f i n a l 

14 d i s p o s i t i o n of t h i s case i n any court. 
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