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1 EXAMINER WARNELL: Okay. That takes us back t o Page 

2 1 where we s t a r t e d , so we can go back on the r e c o r d . Next 

3 case w i l l be case 14612, a p p l i c a t i o n of Celero Energy f o r j 

4 approval of corporate -- cooperative waterflood project and \ 

5 to quantify the project for the recovered oil and tax rate in \ 

6 Lea County, New Mexico. C a l l f o r appearances. | 

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

8 r e p r e s e n t i n g t he a p p l i c a n t . I have t h r e e witnesses. j 

9 EXAMINER BROOKS: Does t h a t i n c l u d e Mr. Catanach? 

10 MR. BRUCE: I f the examiners order me t o . 

11 EXAMINER WARNELL: Would the t h r e e witnesses please j 
12 stand and s t a t e your name and be sworn. Could you s t a t e your 

13 name f i r s t , please? 

14 MR. GRISHAM: Jim Grisham. 

15 MR. BAKER: John Baker. 

16 MR. ANDERSON: John Anderson. 

17 (Oath administered.) 

18 MR. BRUCE: The la n d e x h i b i t s are a l r e a d y i n f r o n t 

19 o f you. 

20 EXAMINER WARNELL: I see your c o l o r c o p i e r i s 

21 working. 

22 MR. BRUCE: Somebody's i s . 

23 

24 

25 
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JIM GRISHAM 

2 (Having been sworn, t e s t i f i e d as f o l l o w s : ) 

3 DIRECT EXAMINATION 

4 BY MR. BRUCE: 

5 Q. Would you please s t a t e your name and c i t y of 

6 residence? 

7 A. J-im~Gr-i-sham, F t . Worth, Texas. 

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

9 A. Celero Enerqv. I'm the 1-and— d-i-r-ecfeor. 

10 Q. Have you p r e v i o u s l y t e s t i f i e d b e f o r e the D i v i s i o n as 

11 a landman? 

12 A. Yes, I have. 

13 Q. Were your c r e d e n t i a l s as an expert accepted as a 

14 mat t e r of the record? 

15 A. Yes, they were. 

16 Q. As does your area of r e s p o n s i b i l i t y a t Celero 

17 i n c l u d e t h i s p o r t i o n o f Southeast New Mexico? 

18 A. Yes, i t does. 

19 Q. Are you f a m i l i a r w i t h the l a n d m atters i n v o l v e d i n 

20 case? 

21 A. I am. 

22 MR. BRUCE: Mr. Examiner, I tender Mr. Grisham as an 

23 exper t petroleum landman. 

24 EXAMINER WARNELL: Mr. Grisham i s so recognized. 

25 Q. Mr. Grisham, would you i d e n t i f y E x h i b i t 1 f o r t he 

PAUL BACA PROFESSIONAL COURT REPORTERS 
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1 examiner and summarize what Celero seeks i n t h i s case? 

2 A. Yes, s i r . Ceie-r.o=s:e~e~Ks^tFo^^ 

3 watejrfJLcod_prj^^^ 

4 ac-r_es=Q-f-==l-a-nd^outd-fe plka't. The second page of the 

5 p l a t d escribes the 1di-rej?—£e.e-leases—invo±ved. Celero a l s o 

6 rejjuesits—a;ppr_ov^^^^ 

7 forma-tri-on—in—the—two~wel~l~s? 

8 The—WT_Mann—A—W.e-1-1—Number-^2 , an e x i s t i n g w e l l 

9 l o c a t e d 660 f e e t from t he N o r t h Line and 2,310 f e e t from the 

10 East Line o f Section 36 and-fhre—FD^Pope^^We-l-l—NumEer^rO!, 

11 which i s c u r r e n t l y d r i l l i n g a t a l o c a t i o n of 350 f e e t from 

12 t he No r t h Line and 990 f e e t from t he West Line of Sec t i o n 36. 

13 Q. And these three=f:ee~l-,eas:es-7=:who~operates—t-hoserrLn 

14 t he—De von-i-an—f ro^rnation-?J 

— 

15 A. Ge-le-ro-T-Energy. 

16 Q. Regarding the i n j e c t i o n o p e r a t i o n , who are the 

17 o f f s e t o p e r a t o r s or working i n t e r e s t owners? 

18 A. That i n f o r m a t i o n i s l i s t e d on E x h i b i t 2. 

19 Q. And does Celero have i n t e r n a l working i n t e r e s t 

20 owners i n the t h r e e fee leases? 

21 A. Yes, s i r , we do. And t h a t i n f o r m a t i o n i s l i s t e d on 

22 E x h i b i t 3. 

2 3 Q. Okay. So oae-l-ease-you—own—L0:0-perjcen.t, and the 

2 4 ofehjir^one s—you=haW^s e^^ r e s t 

2 5 owners;?^ 

PAUL BACA PROFESSIONAL COURT REPORTERS 
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1 A. Yes, s i r . 

2 0. And who are the s.ur.f-aee—owne-rsyrof^the—land where the 

3 w e l l t h a t ' s (d^ei-l-l-ing-the-TDz:Pope-36—W:eii—Number—3?p , who i s 

4 the owner o f t h a t surface? 

5 A. Dgnaid—Spears . 

6 0. And I b e l i e v e , on—the—o.the-rr.w.e"l'l, the actual—owners 

7 i s__Ce le-ro—-rr 
\_ " 

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

9 Q. -- i t s e l f ? 

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

11 Q. And were a l l o f these i n t e r e s t owners n o t i f i e d o f 

12 the hearing? 

13 A. Yes, th e y were. 

14 Q. I s t h a t r e f l e c t e d i n the A f f i d a v i t of Notice of 

15 David Catanach marked E x h i b i t 4? 

16 A. Yes, s i r , i t i s . 

17 Q. And a l l of these people r e c e i v e d a c t u a l n o t i c e ; 

18 t h e r e were no r e t u r n e d crreen cards? 

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

20 Q. And was n o t i c e of the i n j e c t i o n a p p l i c a t i o n a l s o 

21 p u b l i s h e d i n a newspaper? 

22 A. Yes, s i r , and the A f f i d a v i t of P u b l i c a t i o n i s 

23 i n c l u d e d i n the C-108. 

24 Q. And t h a t w i l l be -- o t h e r witnesses w i l l i n t r o d u c e 

25 t h a t e x h i b i t , c o r r e c t ? 

PAUL BACA PROFESSIONAL COURT REPORTERS 
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1 A. Yes. 

2 Q. One f i n a l t h i n g , i f t h i s a p p l i c a t i o n i s approved, do 

3 you request t h a t any a d d i t i o n a l i n j e c t i o n w e l l s , i-f—t-he-re—age 

4 any^_^b^„al.l.o^^ 

5 hea^ingf? 

6 A. Yes, s i r , we do. 

7 Q. I n your o p i n i o n , w i l l the g r a n t i n g of t h i s 

8 a p p l i c a t i o n be i n the i n t e r e s t of c o n s e r v a t i o n and p r e v e n t i o n 

9 of waste? 

10 A. Yes, s i r . 

11 Q. And were E x h i b i t s 1 through 4 prepared by you or 

12 under your d i r e c t i o n or compiled from company business 

13 records? 

14 A. Yes, s i r , they were. 

15 MR. BRUCE: Mr. Examiner, I move the admission o f 

16 E x h i b i t s 1 through 4. 

17 EXAMINER WARNELL: E x h i b i t s 1 through 4 admitted. 

18 ( E x h i b i t s 1 through 4 admitted.) 

19 MR. BRUCE: I have n o t h i n g f u r t h e r . 

20 EXAMINER BROOKS: No qu e s t i o n s . 

21 EXAMINER WARNELL: Do you have a breakdown, as f a r 

22 as on the t o t a l 3-2.0—acres—as f a r as f e d e r a l , s t a t e and fee? 

. •——" ' 
2 3 THE WITNESS: Ifcz'-s-a-Ij-f :ee> 

24 EXAMINER WARNELL: I t ' s a l l fee? 

25 THE WITNESS: Yes, s i r . PAUL BACA PROFESSIONAL COURT REPORTERS 
b0e36e4f-e8b3-468b-a 137-2ec8bc6491 fe 
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1 EXAMINER WARNELL: No qu e s t i o n s . 

2 THE WITNESS: Okay. 

3 MR. BRUCE: The o n l y t h i n g I do have i n a d d i t i o n 

4 w i t h respect t o l a n d i s th-i-s-d-s—a— eeepe-ra-ti-ve—p-roj-eefey They 
5 have_not_unit.i.zed.,_and_I_jjisJ:_wanted._.tjO—make—SjU^e^thatrrl^m 

6 g i ving—you—0 rd^f—Number—RlL2-2lT8:^^ 

7 a co o p e r a t i v e n o n - u n i t i z e d p r o j e c t was approved. They are 

8 not o f t e n done, but --

9 EXAMINER WARNELL: Okay. Thank you. 

10 JOHN BAKER 

11 (Having been sworn, t e s t i f i e d as f o l l o w s : ) 

12 DIRECT EXAMINATION 

13 BY MR. BRUCE: 

14 Q. W i l l you please s t a t e your name and c i t y of 

15 residence. 

16 A. Jojin^Ba-ker.T? F t . Worth, Texas. 

17 Q. And who do you work f o r ? 

18 A. Celero Energy. 

19 Q. What's your j o b a t Celero? 

20 A. Petxo±eum-geo±ogi-st. 

21 Q. Have you p r e v i o u s l y t e s t i f i e d b e f o r e the D i v i s i o n ? 

22 A. I have. 

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

24 g e o l o g i s t accepted as a matter of record? 

25 A. Yes, they were. 

PAUL BACA PROFESSIONAL COURT REPORTERS 
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1 Q. Are you f a m i l i a r w i t h the geology i n v o l v e d i n t h i s 

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

3 A. I am. 

4 Q. Mr. Baker, you have E x h i b i t 5 i n f r o n t of you, which 

5 i s the C-108. Does t h a t a l s o c o n t a i n g e o l o g i c e x h i b i t s f o r 

6 t h i s p r o j e c t ? 

7 A. I t does. 

8 Q. And d i d you prepare those g e o l o g i c e x h i b i t s ? 

9 A. I d i d . 

10 MR. BRUCE: Mr. Examiner, you may want t o p u l l out 

11 those g e o l o g i c e x h i b i t s where they are a l i t t l e e a s i e r t o --

12 THE WITNESS: The f i r s t i s the one over here. 

13 MR. BRUCE: The f i r s t one -- t h e r e should be --

14 THE WITNESS: I t ' s i n E x h i b i t 5. That's one. 

15 EXAMINER WARNELL: One of how many? 

16 THE WITNESS: One of f o u r . 

17 Q. So we make sure we have them a l l i n f r o n t of us, 

18 what are the t h r e e e x h i b i t s , Mr. Baker? 

19 A. The f i r s t one i s a l o c a t i o n . The second one w i l l be 

20 a type l o g and e x p l a n a t i o n of the s t r a t i g r a p h y . The t h i r d 

21 one w i l l be a s t r u c t u r e map of the area, and the f o u r t h one 

22 w i l l be a c r o s s - s e c t i o n through the area o f review. 

23 Q. Okay. Which one do you want t o t e s t i f y f i r s t on, 

24 Mr. Baker? 

25 A. I would l i k e t o c a l l your a t t e n t i o n f i r s t to the map 

PAUL BACA PROFESSIONAL COURT REPORTERS 
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t h a t shows the area of review and a l s o the p r o j e c t area, as 

2 w e l l as the w e l l names. 

3 Q. Okay. Go ahead. What does t h a t r e f l e c t ? 

4 A. This shows the area of review and a l s o the p r o j e c t 

5 area around the w e l l t h a t i s d r i l l i n g the Pope 36 10 and al s o 

6 the o t h e r w e l l i n q u e s t i o n , the WT Mann A 2 w i t h i n -- w i t h i n 

7 t h a t area. The subsequent maps w i l l show d e t a i l s concerning 

8 t h i s area. 

9 Q. Okay. Go ahead. 

10 A. The next i t e m I would l i k e t o discuss i s t h i s one. 

11 THE WITNESS: Do you have t h i s one? 

12 EXAMINER WARNELL: With the l o g on i t ? 

13 THE WITNESS: Yeah, i t ' s got a l o g on i t . 

14 A. E s s e n t i a l l y what t h i s does i s describes the 

15 s t r a t i g r a p h y of the r e s e r v o i r . 

16 Q. Wait a second, Mr. Baker. 

17 MR. BRUCE: They are about t h r e e - q u a r t e r s of the way 

18 through the i n f o r m a t i o n packet, Mr. Examiner. 

19 EXAMINER WARNELL: You would t h i n k one of us would 

20 f i n d i t . 

21 MR. BRUCE: I t took me --

22 EXAMINER BROOKS: Next time you should put pages on 

23 these t h i n g s . L i k e Carol s a i d t o me one time about something 

24 t h a t worked f o r me, "Next time. I f t h e r e i s a next time." 

25 EXAMINER WARNELL: She's tough. 

PAUL BACA PROFESSIONAL COURT REPORTERS 
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1 Q. So t h i s i s the type l o g , Mr. Baker? 

2 A. Yes. This i s the type—-1-oer—fe-ha-fe—sho.w^&Kg 

3 st-ra-tigraph-y—o-f—the—re.sjaxXQirnarea.. For our purposes, the 

4 d e s i g n a t i o n as the age of the r e s e r v o i r being Devonian, 

5 S i l u r i a n i s a l s o a p p l i c a b l e or r e p r e s e n t a t i v e of the 

6 r e s e r v o i r s e c t i o n . I t i s r e f e r r e d t o as S i l u r i a n s l a s h 

7 Devonian. The Srii.ur±a'n-Re"s:ery:o.ir, as you can see on the type 

8 l o g on the r i g h t , i s made up—ofrra— of—dol-om-i-t e—and 

9 limesfeone—and—i-s—a—contl-nuQus—interval—.that—in—t-h-i-s 7 

10 par-ticula-r—we-l-i— oeeu-r-s—ever-about—5-^—6-0-0—feet. I f you want 

11 an e x p l a n a t i o n as t o the r e l a t i o n s h i p of the S i l u r i a n t o the 

12 Devonian s t r a t i g r a p h y , t h a t i s p r o v i d e d t h e r e i n the type l o g 

13 d i s c u s s i o n . 

14 Q. Okay. And i s capped by the Woodford Shale? 

15 A. I t i s capped by the Woodford Shale, which you can 

16 see on the type l o g . 

17 Q. And r i g h t behind t h a t i n the packet was the cross-

18 s e c t i o n , c o r r e c t ? 

19 A. Ri g h t . 

20 Q. And what does the c r o s s - s e c t i o n show? 

21 A. The c r o s s - s e c t i o n goes from West t o East across the 

22 p r o j e c t area and goes through b o t h the 3 6 10 -- TD Pope 3 6 10 

23 Well t h a t i s c u r r e n t l y d r i l l i n g , and a l s o on the f a r r i g h t of 

24 t h e c r o s s - s e c t i o n shows the w e l l logs f o r the WT Mann A 2, 

25 and i t shows the con s i s t e n c y of the r e s e r v o i r and a l s o shows 

PAUL BACA PROFESSIONAL COURT REPORTERS 
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1 the s t r u c t u r e of the r e s e r v o i r . You can see t h a t by l o o k i n g 

2 a t t h e Wo0"d-f-o-rd=Shad-e=:eap and how the Woodford Shale i s 

3 c o n s i d e r a b l y h i g h e r on the West as i t i s t o the East. This 

4 area, t h i s p o r t i o n , t h i s c r o s s - s e c t i o n i s o n l y on the Eastern 

5 f l a n k o f the r e s e r v o i r , t h e whole r e s e r v o i r . 

6 Q. And you s t a t e d the Ce:l-e;r.orrDevb"n:i"an— i~s^bns;tant:? 

7 across the proposed—pr.og:e"G-t=^a-:e'eai? <^ // 1 (M^ 

8 A. I t i s . 

9 Q. And then f i n a l l y your s t r u c t u r e map? 

10 A. The s t r u c t u r e map shows the s t r u c t u r e of the e n t i r e 

11 f i e l d and where the area of review e x i s t s w i t h i n the e n t i r e 

12 f i e l d . E s s e n t i a l l y , t h i s i s a Northwest -- North—to=South 

13 st-ruefcM-ise. You can see most of the Northern p o r t i o n o f the 

14 f i e l d . The b l a c k l i n e s are where t h e r e are f a u l t i n g d e f i n e d 

15 by seismic, and you can see t h e r e i s not—much— f a u i t i n g o f i n the 

16 area of review t h a t i s shown on the map. The contour 

17 i n t e r v a l of the map i s 50 f e e t . 

18 Q. Are t h e r e -- you mentioned f a u l t i n g . I s t h e r e any 

19 f a u l t i n g which would connect the i n j e c t i o n zone w i t h any 

20 f r e s h water system? 

21 A. Not t o my knowledge. 

22 Q. And were the area o f review map and type l o g , the 

23 c r o s s - s e c t i o n and s t r u c t u r e d map prepared by you or under 

24 your s u p e r v i s i o n ? 

25 A. Yes, th e y were. 

PAUL BACA PROFESSIONAL COURT REPORTERS 
b0e36e4f-e8b3-468b-a 137-2ec8bc6491 fe 



Page 13 

1 Q. I n your o p i n i o n , i s the g r a n t i n g of t h i s a p p l i c a t i o n 

2 i n the i n t e r e s t of c o n s e r v a t i o n and p r e v e n t i o n of waste? 

3 A. Yes. 

4 MR. EXAMINER: Mr. Examiner, I would move the 

5 admission o f those f o u r p o r t i o n s o f E x h i b i t 5, the geologic 

6 p l a t s . 

7 EXAMINER WARNELL: Those f o u r p o r t i o n s of E x h i b i t 5 

8 w i l l be a d m i t t e d . 

9 ( E x h i b i t 5 g e o l o g i c p o r t i o n s admitted.) 

10 MR. BRUCE: I have n o t h i n g f u r t h e r of t h i s witness. 

11 EXAMINER WARNELL: Mr. Brooks, any questions? 

12 EXAMINER BROOKS: No que s t i o n s . 

13 EXAMINER WARNELL: I'm cu r i o u s about your type l o g 

14 t h e r e . 

15 THE WITNESS: Okay. 

16 EXAMINER WARNELL: The Woodford Shale, i s th e r e any 

17 Woodford Shale p r o d u c t i o n i n t h a t area of review here? 

18 THE WITNESS: There i s no t . 

19 EXAMINER WARNELL: So what do you make of t h a t 

20 p o r o s i t y on t h a t log? 

21 THE WITNESS: The p o r o s i t y i n the l o g i s a c t u a l l y , 

22 i t ' s v e r y i n t e r e s t i n g . The~whoie—r.e:sB-Evoi-E^i:s=l-ow=p"SroF£t5, 

23 <but=i-fe!rs—h-i-qhl-y_fractured-. Not i n the area of review, I 

24 don't t h i n k , but we have core -- cored w e l l s i n sev e r a l 

2 5 p o r t i o n s o f the r e s e r v o i r t h a t show t h a t although i t i s low 

PAUL BACA PROFESSIONAL COURT REPORTERS 
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1 p o r o s i t y or has v e r y few p o r o s i t y s t r e a k s , i t ' s p e r v a s i v e l y 

2 f r a c t u r e d . 

3 EXAMINER WARNELL: I have no f u r t h e r questions. 

4 JOHN ANDERSON 

5 (Having been sworn, t e s t i f i e d as f o l l o w s : ) 

6 DIRECT EXAMINATION 

7 BY MR. BRUCE: 

8 Q. Would you please s t a t e your name f o r the re c o r d . 

9 A. John—Ande r s o r p 

10 Q. And where do you reside? 

11 A. C o l l e y v i l l e , Texas. 

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

13 A. I work f o r Geiero—Energy. I'm a petroleum 

14 engineer. 

15 Q. Have you p r e v i o u s l y t e s t i f i e d b e f o r e the D i v i s i o n ? 

16 A. Yes. 

17 Q. Were your c r e d e n t i a l s as an expert^p^etrrb~Teum 

18 ^engxnejer^accepted as a m a t t e r o f record? 

19 A. Yes, t h e y were. 

20 Q. Are you f a m i l i a r w i t h the e n g i n e e r i n g i n v o l v e d i n 

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

22 A. Yes, I am. 

23 MR. BRUCE: Mr. Examiner, I tender Mr. Anderson as 

24 an exper t petroleum engineer. 

25 EXAMINER WARNELL: Mr. Anderson i s so tendered. I'm 
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1 not sure we tendered Mr. Baker. Do you remember t h a t ? 

2 EXAMINER BROOKS: I don't remember. 

3 MR. BRUCE: I f so, I tender him as an expe r t . 

4 EXAMINER BROOKS: You should say he i s so q u a l i f i e d . 

5 Mr. Baker and Mr. Anderson w i l l be accepted. 

6 Q. Mr. Anderson you've got i n f r o n t of you E x h i b i t 5. 

7 Did you prepare t h a t , o t h e r than t he geology? 

8 A. Yes, s i r . 

9 Q. This i s the C-108 f o r t he p r o j e c t , c o r r e c t ? 

10 A. Yes, s i r . 

11 Q. Let's go t o the t h i r d page, which i s the basic 

12 p r o j e c t data. Could you j u s t summarize the proposed 

13 i n j e c t i o n o p erations? 

14 A. M e — i n t e n d — t c - ~ i ^ ^ c t — t n ^ b ^ t r h — t h e 1 3 0 -- lEepe—3:6~Mnmb.e:r 

15 1.0__We-l-l—and-in—the—WT—Mann A Number 2__We-l-l— asr4-n4eefcoris , and 

16 we t e s t an average i n j e c t i o n r a t e o f about 20,000 b a r r e l s of 

17 water per day per w e l l w i t h a maximum of about 20,000 b a r r e l s 

18 of water per day per w e l l . 

19 Q. And what would be the i n j e c t i o n pressures? 

2 0 A. The top p e r f o r a t i o n s i n the producing w e l l s are 

21 approximately 12 -- 12,200 f e e t subsurface. So under 

22 D i v i s i o n r u l e s t h e maximum injec.ti-On—pr.es.s.ur.e_w.i.l.l—b.e—abo.ut^ 

2 3 2^4:0rrES:I->. \1 %0Q[ 

» 
24 Q. Okay. And i n l o o k i n g a t t h i s , t h i s i s i n the 

25 i n s o f a r as the f r e s h water goes, t h i s -- i t ' s a couple 
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1 hundred f e e t i n - d e p t h , the O g a l l a l a , the f r e s h water? 

2 A. Yes. Yeah, the maximum depth of the O g a l l a l a t h a t 

3 we i n v e s t i g a t e d i n t h i s area i s 193 f e e t . 

4 Q. Okay. And you doTF^tF^a-H-tFi^cipalfe--any-pr-o^blkem 

5 compd^ing^witrh^^ PSI per f o o t of depth 

6 r u l e , do you? 

7 A. No. As a matter o f f a c t , we w i l l l i k e l y be 

8 i n j e c t i n g on a vacuum—fc-Q—st-arit, but we don't a n t i c i p a t e 

9 i n j e c t i n g more than the maximum. 

10 Q. Let's go a couple of pages f u r t h e r i n t o C-108, and 

11 t h e r e i s the w e l l data on the WJfeMann—A^Numb'er—2!. Could you 

12 discuss t h a t w e l l , i t s p r i o r -- how i t was completed, and 

13 then i t s c u r r e n t completion, o r , I should say, proposed 

14 completion? 

15 A. Okay. Would you l i k e t o move t o one of the w e l l b o r e 

16 sketches. 

17 Q. Sure. Let's go t o the w e l l b o r e sketches. 

18 A. Yeah. 

19 EXAMINER WARNELL: Which one i s t h a t ? 

20 THE WITNESS: I t h i n k the o t h e r d i r e c t i o n . That's 

21 the Pope. Ju s t a couple of pages ahead of t h a t . 

22 EXAMINER WARNELL: This i s a wellbore? 

23 THE WITNESS: Yeah. Go two more. 

24 A. This was a w e l l b o r e c o n f i g u r a t i o n as i t was i n 

25 December of t h i s past year, and i t ' s e s s e n t i a l l y a w e l l t h a t 
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1 was d r i l l e d i n 1954. I t has cumed 463,000 b a r r e l s of o i l 

2 from 1996 when i t was TA'd and had been TA'd since t h a t p o i n t 

3 i n time. I t p e n e t r a t e d 263 f e e t o f the proposed o i l 

4 p r o d u c t i v e Devonian r e s e r v o i r , and we've got 7 i n c h 

5 p r o d u c t i o n casing from TD, which i s a 12639 f e e t t o surf a c e , 

6 and c u r r e n t l y the w e l l has been TA'd since 1966. 

7 Q. So t h a t was the c u r r e n t s t a t u s of the w e l l . 

8 A. Moving t o the next page. I n De"e:emb_ea?=o>f̂ 2J3JLQa, an 

9 ardmi-nl-stxaM»3tesord,e-.r was issued by your -- the OCD t o convert 

10 t h i s w e l l t o a s a l t w a t e r d i s p o s a l w e l l . And the p l a n was t o 

11 squeeze the e x i s t i n g p e r f o r a t i o n s i n the w e l l b o r e , deepen the 

12 w e l l 261 f e e t t o 12,900 f e e t , and then run i n cement a 4.5 

13 i n c h l i n e r from 12,300 f e e t down t o 12,900 f e e t and p e r f o r a t e 

14 the i n t e r v a l of the Devonian t h a t ' s below the o i l water 

15 c o n t a c t from 12725 t o 12 900 f e e t , and i n j e c t as a s a l t w a t e r 

16 d i s p o s a l w e l l the o r i g i n a l o i l water c o n t a c t i n t o t he 

17 non-hydrocarbon b e a r i n g Devonian f o r m a t i o n . 

18 We've got t h a t approved, and w.e~are a c t u a l l y i n the 

19 process o f dol-ngzzthe—we-1-1— wo-r-j-^-on— thl'S—^wel~l~a't=ghe—eu-r-rent 

2 0 tjime. And the a c t u a l i n j e c t i o n t u b i n g arrangement t h a t we 

21 had e s t a b l i s h e d , t h a t ' s where the next page -- w e l l , I'm not 

22 sure -- i f you go t o the next page, i t k i n d of shows. There 

23 i s two pages i n t h e r e . One shows the a c t u a l l i n e r and l i n e r 

24 hanger arrangement. 

2 5 And then the f o l l o w i n g page, e s s e n t i a l l y what we are 
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going t o do i s have a polished bore receptacle at the top of 

the l i n e r when i t ' s i n s t a l l e d , and o r i g i n a l l y we were going 

to go ahead and j u s t use that polished bore receptacle and 

s t i n g i n the 4.5 inch i n j e c t i o n tubing i n t o that receptacle 

and i n j e c t down the tubing through the l i n e r i n t o the 

formation. Your Hobbs o f f i c e had a l i t t l e b i t of a concern 

about that w i t h regards t o possibly the l i n e r top leaking on 

the back side. So we modified the design to i n s t a l l an 

actual production packer above the seal assembly and then t i e 

4s 

our 4.5 inch l i n e , i n j e c t i o n l i n e , from that production 

packer a l l the way up t o the surface to i n j e c t the f l u i d 

i n t o , thereby i s o l a t i n g any p o t e n t i a l l i n e r top—Leak—that: 

could p o t e n t i a l l y occur i n the wellbore. 

Q. Now, you said the i n i t i a l proposed perforations f o r 

i n j e c t i o n were i:2~7-'2:5=to~12:̂ 9:0:0=:f:ee~t, do you now propose 

a d d i t i o n a l perforations? 

A. Yes. And that's what's on the next page i s our 

proposed -- w e l l , there should be an i n j e c t i o n w e l l proposed 

water i n j e c t i o n wellbore. E s s e n t i a l l y a l l we are doing here 

i s , I mean, we are b a s i c a l l y going to add-perforations—i-nxthe> 

hydrocarbonsbearing-port±on—o:f—the—Dejvo^ia^^re'servoix^an'd 

e s s e n t i a l l y have -- we—a-re—a-sk-i-nq—pe-rmi-SjSri-Qn—to—i-nfj:ect—frrom 

t-he—top—of—the—^Devoni-an—forma-fe-ion—w-h-i-e-h—ii-s—at~lr23"-7:6~f:e'etrra-l?l 

the—way^to—1"25"0:0—f:ee.t, and inj ect both hydrocarbon and ( \ 

non-hydrocarbon p o r t i o n of the reservoir. 
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1 EXAMINER WARNELL: Has £EeCSWB v been amended? 

2 MR. BRUCE: We—axe-ask-i-ng—feo-amendrtha t^now^. 

3 EXAMINER WARNELL: What's the o r i g i n a l SWD number? 

4 THE WITNESS: That should be i n c l u d e d i n your 

5 package, maybe a t the v e r y back o f i t , b ut the A d m i n i s t r a t i v e 

6 Order SWD i s vSiWDZIZB̂ T} approved on December 16 of 2 010. 

7 MR. BRUCE: I t ' s two of the l a s t t h r e e pages of the 

8 C-108, Mr. Examiner. 

9 EXAMINER WARNELL: A l l r i g h t . Thank you. 

10 Q. Enough on t h a t . We'll go a couple more pages i n and 

11 you have t he data, the w e l l b o r e sketches or sketch, yes, 

12 sketches of the W -- excuse me -- the TD Pope 3 6 Number 10, 

13 what i s the c u r r e n t s t a t u s of t h a t w e l l ? 

14 A. The c u r r e n t s t a t u s o f the TD Pope 36 Number 10 i s 

15 t h a t i t s c u r r e n t d r i l l i n g , and i t ' s e s s e n t i a l l y , the design 

16 of the w e l l b o r e i s such t h a t we are going t o have a 7 i n c h 

17 p r o d u c t i o n casing i n t h a t w e l l b o r e . I t w i l l be an open hole 

18 completion from the top of the Devonian, w h i c h — i s _ a t — i ?,1 7,̂,, 

19 f e e t i n t h i s w e l l b o r e down t o the o r i g i n a l o i l water c o n t a c t , 

20 which i s es t i m a t e d 12,720 f e e t . So t h i s w i l l be p u r e l y an 

21 i n j e c t i o n w e l l i n the hydrocarbon b e a r i n g p o r t i o n of the 

22 r e s e r v o i r . 

23 The completion w i l l be c o n v e n t i o n a l packer w i t h a 

24 4.5 i n c h i n j e c t i o n t u b i n g s t r e n g t h r u n from the packer set a t 

25 12,125 f e e t t o su r f a c e . And as an a d d i t i o n a l note, I mean, 

' loci! S W l i ^ u ^ L o J ^ % K o I ° -
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1 depending on how q u i c k l y --we were going t o o r i g i n a l l y p l a n 

2 t o produce t h i s w e l l u n t i l we got pe r m i s s i o n t o convert i t t o 

3 i n j e c t i o n . 

4 EXAMINER WARNELL: Did you do any i n i t i a l p r o j e c t i o n 

5 t e s t s ? W i l l you do any k i n d of t e s t i n g on t h i s or are you 

6 j u s t --

7 THE WITNESS: Well, yes, because our v i s i o n was we 

8 were going t o get the w e l l completed b e f o r e we got permission 

9 t o convert i t , so we are going t o k i n d o f produce i t and see 

10 what i t would do. 

11 Q. And then s c r o l l i n g through the C-105, th e r e i s a 

12 l a n d p l a t t h a t has a l r e a d y p r e v i o u s l y been submitted, and 

13 then you have a couple of spreadsheets, o r maybe i t ' s a l l 

14 one -- i t ' s j u s t -- what does the spreadsheets on the w e l l s 

15 i n the area o f review r e f l e c t , w i t h o u t going i n t o g r e a t 

16 d e t a i l ? 

17 A. The spreadsheet i n f r o n t of you i s e s s e n t i a l l y a 

18 c o m p i l a t i o n of a l l the w e l l s t h a t e i t h e r -- t h a t -- i n the 

19 area o f review. And i t i n c l u d e s b o t h low camp w e l l s t h a t d i d 

20 not a c t u a l l y p e n e t r a t e the Devonian f o r m a t i o n and the w e l l s 

21 t h a t d i d p e n e t r a t e the Devonian f o r m a t i o n . The spreadsheet 

22 i t s e l f c o n t a i n s w e l l names, l o c a t i o n , spud date, the surface 

23 i n t e r m e d i a t e and p r o d u c t i o n casing and cementing data, w e l l 

24 TD, w e l l s t a t u s , and the a c t u a l p r o d u c t i o n i n t e r v a l s on t h a t 

25 w e l l . 
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1 Q. Does i t c u r r e n t l y indicate the current status of | 

2 those wells? I 

3 A. Yes, i t does. j 

4 Q. And how many PNA'd w e l l s are there? ! 
5 A. There were fioxir—PNA-'-d-W-el~l"s~tha'tz^ctua±l>v p e n e t r a t e d j 

6 the Devonian reservoir. 
I 

7 Q. And f o r of the wells i n the area of review, are they j 

I 
8 properly completed or properly PNA'd so as to prevent | 

9 movement of f l u i d between open zones? j 

10 A. Yes, they are. Another item I j u s t want to mention, | 

1 
11 there are also 11 wells w i t h i n -- that have anywhere from one f 

I 

12 to three l a t e r a l s , and then that a c t u a l l y impact the area of 1 

13 review. I 

14 Q. So they are w i t h i n the area of review? I 

15 A. Right. The v e r t i c a l i s not necessarily, but the j 

16 l a t e r a l s cross over i n t o the area of review. I 

i 

17 Q. Okay. I got you. Now, there i s a bunch of data j 

18 a f t e r your spreadsheet --

19 A. Well --

20 Q. -- data -- go ahead. 

21 A. What's included a f t e r the spreadsheet are the 

22 wellbore sketches and wel l h i s t o r i e s provided i n t h i s exhibi 

23 f o r a l l of the wells that a c t u a l l y penetrated the Devonian 

24 formation. The four PNA'd wells appear t o have been properly 

25 PNA'd t o prevent migration of f l u i d t o other zones. But I 
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1 i n c l u d e d a l l the w e l l s so you could see what the l a t e r a l s 

2 look l i k e and how th e y -- t h a t i n i t i a l map t h a t John Baker 

3 showed you of the l o c a t i o n s , t h e r e i s red l i n e s on t h a t map 

4 t h a t a c t u a l l y shows the d i r e c t i o n of the l a t e r a l s and how 

5 they impact the area of review. So w i t h t h a t i n f o r m a t i o n 

6 t o g e t h e r , you should get a good p i c t u r e o f what has been 

7 p e n e t r a t e d i n t h a t r e s e r v o i r . 

8 Q. This i s data on a l l Devonian w e l l s , not j u s t the 

9 PNA'd we l l s ? 

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

11 Q. Okay. And once you wade through t h a t s e c t i o n of the 

12 C-105, i s t h e r e data on water i n the area? 

13 A. Yes, t h e r e i s . 

14 Q. And i n c l u d i n g a water a n a l y s i s , f r e s h water 

15 a n a l y s i s ? 

16 A. Yes, t h e r e i s . 

17 Q. A l l r i g h t . And I t h i n k you covered t h i s , but what 

18 i s the source of the i n j e c t i o n water? 

19 A. The source of tKS^in'j:e(Ctron~wa"t:er weu-l-d—be 

2 0 exej^sdvveT'y^pro^ . 
21 Q. Therefore, the-r.e=zwi-tfcn'o't^be—any""compatibrri-ty 

22 i.sgjuesj^--^ 

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

24 Q. Let's go on t o the -- some more of the p r o j e c t data. 

25 You prepared some e x h i b i t s on p r o d u c t i o n and data on what you 
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1 hoped t o achieve by t h i s p r o j e c t . Without me i n t e r r u p t i n g | 

2 too much, why don't you s t a r t w i t h E x h i b i t 7 and t e l l the j 

3 Examiner what E x h i b i t 6 through 8 r e f l e c t -- or 6 through 9, 

4 excuse me. j 

5 A. Okay. E x h i b i t 6 i s a p r o d u c t i o n h i s t o r y f o r the j 

6 e i g h t w e l l s t h a t are a c t u a l l y i n the p r o j e c t area, not the J 

7 area of review, but the project area, and it basically shows \ 

8 t h a t they were e s s e n t i a l l y d r i l l e d i n the e a r l y 50s. Peak 

9 p r o d u c t i o n was about 20,500 b a r r e l s of water per day i n 1955. j 

10 And c u r r e n t p r o d u c t i o n i s about 3 50 b a r r e l s of o i l per day i n J 
11 t h i s area, and about 3 7 hundred b a r r e l s of water per day f o r 

12 these e i g h t w e l l s . 

13 And you can see t h a t from a p e r i o d of probably 1982 

14 t o e s s e n t i a l l y 2004, most of t h i s p r o d u c t i o n was b a s i c a l l y 

15 shut i n and j u s t TA'd. And i t wasn't u n t i l the e a r l y 2000s 

16 t h a t they a c t u a l l y s t a r t e d r e a c t i v a t i n g these w e l l s and 

17 p u t t i n g them back on p r o d u c t i o n . 

18 Q. And what i s E x h i b i t 7? 

19 A. One o t h e r note on t h a t p l o t i s , we, b a s i c a l l y , out 

2 0 °f these e i g h t w e l l s , produced 6.1 m i l l i o n b a r r e l s of o i l , 

21 2.8 Bcf of gas, and , abjP:ufc^l^^ . 

22 Q. And what i s the d r i v e mechanism i n t h i s pool? 

23 A. Well , g e n e r a l l y speaking, i n most Devonian 

24 r e s e r v o i r s and a good p o r t i o n o f t h i s Devonian r e s e r v o i r , 

25 i t ' s a s t r o n g water d r i v e , but Mr. Baker and I had performed 
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1 a r e s e r v o i r e n g i n e e r i n g study on t h i s f i e l d on t h i s 

2 r e s e r v o i r , and we determined t h a t t h i s p o r t i o n of the f i e l d 

3 i s a combination weak water d r i v e and a gas expansion 

4 r e s e r v o i r , and as a r e s u l t of t h a t we f e e l l i k e t h e r e i s an 

5 o p p o r t u n i t y f o r a secondary recoverv R f f i J r

e - c • 

6 Q. And then move on t o E x h i b i t 7. What does t h i s show 

7 you? 

8 A. E x h i b i t 7 i s e s s e n t i a l l y t h e e i g h t w e l l s t h a t w i l l 

9 be i n the p r o j e c t area t h a t shows t h e i r l o c a t i o n , t h e i r cum, 

10 p r o d u c t i o n h i s t o r y , and i t a l s o shows our p r o j e c t e d remaining 

11 recoverable reserves as we continue t o produce the w e l l s , and 

12 i t a l s o shows t he -- what our es t i m a t e i s of the o r i g i n a l o i l 

13 i n place here. So i t b o i l s down t o the -- t o the f a r r i g h t 

14 columns t h a t shows the recovery e f f i c i e n c y t h a t we have 

15 a l r e a d y had on -- t o date on these w e l l s , which, f o r a l l 

16 e i g h t w e l l s i s about 43 percent. And our estimated 

17 recovery recovery e f f i c i e n c y a t the end of the l i f e , the 

18 u l t i m a t e recovery, i s around 49 pe r c e n t . 

19 EXAMINER WARNELL: So these are the same e i g h t w e l l s 

2 0 t h a t are here on --

21 THE WITNESS: Yes, s i r . 

22 EXAMINER WARNELL: E x h i b i t 6? 

23 THE WITNESS: Yes, s i r . 

24 Q. And when you say the " u l t i m a t e , " t h a t ' s u l t i m a t e 

25 w i t h o u t the i n j e c t i o n p r o j e c t ? 
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1 A. Yes. This i s j u s t c u r r e n t producing under the weak 

2 water d r i v e s i t u a t i o n . 

3 Q. Then E x h i b i t 8, what does t h a t r e f l e c t ? 

4 A. E x h i b i t 8 i s a p r o j e c t e d model f o r t h i s i n f i l l 

5 i n j e c t o r i n t h i s w e l l , t h e 36 10. And i t b a s i c a l l y shows 

6 t h a t , you know, once we d r i l l the w e l l s , s t a r t i n j e c t i n g w i t h 

7 a year or year and a h a l f -- i t takes about a year t o a year 

8 and a h a l f t o respond, and i t w i l l peak out a t about 70 

9 b a r r e l s of o i l per day of increme n t a l p r o d u c t i o n w i t h the 

10 a s s o c i a t e d gas, and then i t w i l l s t e a d i l y go on t o a d e c l i n e 

11 r a t e . 

12 Q. And was the wateer.-&l-ood=p'-roj-ect—propos"e"d"~a"s—a~method-

13 of extending the_l.i.f.e_o.f^-th-i-s-=p.o-r.td-on=:o.f-^fehe—res'ervoi'r"? 

14 A. Yes, i t was. 

15 Q. And what i s E x h i b i t 9? 

16 A. E x h i b i t 9 i s j u s t a summary of -- we were i n i t i a l l y 

17 going t o have s i x producing w e l l s i n t h i s f i e l d . We are 

18 going t o have two i n j e c t i o n w e l l s . Estimated cost of the 

19 f a c i l i t y a s s o c i a t e d w i t h t h i s p r o j e c t i s a m i l l i o n d o l l a r s . 

rr 

20 Est-4ma-ted_J^otal p r o j e c t co^^Ss^Jkzdizz^^^^orh. And-=es.fc-i-mated 

21 value o f incremental_product,ion_Qn_a_cash-Jval.ue—basis i s 

22 about—$-1-3—mil-l-i-on-^ We estimate i n j e c t i o n commencement 

2 3 s t a r t i n g June of t h i s year, and we are going t o be i n j e c t i n g 

24 produced water, and a n t i c i p a t e d i n j e c t i o n volumes i s 40,000 

25 b a r r e l s o f water per day. 
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Q. How many -- you mentioned the estimated value of 

2 i n c r e m e n t a l p r o d u c t i o n . How many a d d i t i o n a l b a r r e l s of o i l 

3 do you a n t i c i p a t e r e c o v e r i n g d u r i n g the l i f e of the 

4 p r o j e c t ? 

5 A. I t w i l l be 200- t o 250,000 b a r r e l s . 

6 Q. And what i s the estimated l i f e of the p r o j e c t ? 

7 

8 

A. Seventeen years. 

Q. And w i l l t h i s p r o j e c t , based on the numbers you have 

9 g i v e n , w i l l t h i s p r o j e c t be economic? 

10 A. Yes, s i r . 

11 Q. From an e n g i n e e r i n g s t a n d p o i n t , i s t h i s , t h i s 

12 p o r t i o n o f the p o o l s u i t a b l e f o r a w a t e r f l o o d p r o j e c t ? 

13 A. Yes, s i r . 

14 Q. And, i n your o p i n i o n , i s i t prudent t o apply an 

15 enhanced recovery program a t t h i s time? 

16 A. Yes, s i r . 

17 Q. And you b e l i e v e t h a t i t i s t e c h n i c a l l y and 

18 economically f e a s i b l e ? 

19 A. Yes, s i r . 

20 Q. And w i l l the value o f the o i l and gas recovered by 

21 p r o j e c t o p e r a t i o n s exceed the p r o j e c t costs p l u s a reasonable 

22 p r o f i t ? 

23 A. Yes, s i r . 

24 Q. And because of the estimated a d d i t i o n a l p r o d u c t i o n , 

25 do the w e l l s i n the p r o j e c t , w i l l they q u a l i f y f o r the 

7 b , 
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1 recovered o i l t a x r a t e ? 

2 A. Yes, s i r . 

3 Q. And, i n your o p i n i o n , i s the g r a n t i n g of t h i s 

4 a p p l i c a t i o n i n the i n t e r e s t of c o n s e r v a t i o n and p r e v e n t i o n of 

5 waste? 

6 A. Yes, s i r . 

7 Q. And were E x h i b i t s 5 through 9 prepared by you? 

8 A. Yes, s i r . 

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

10 o f E x h i b i t s 5 through 9. 

11 EXAMINER WARNELL: E x h i b i t s 5 through 9 admitted. 

12 ( E x h i b i t s 5 thro u g h 9 admitted.) 

13 MR. BRUCE: I have n o t h i n g f u r t h e r i n t h i s case. 

14 EXAMINER BROOKS: No quest i o n s . 

15 EXAMINER WARNELL: I t h i n k I've got e v e r y t h i n g I 

16 need. I have no f u r t h e r q u e s t i o n s . 

17 MR. BRUCE: I have one more witness t o c a l l . 

18 EXAMINER WARNELL: Okay. C a l l your f o u r t h and f i n a l 

19 w i t n e s s . Okay. So w i t h t h a t , Case Number 14612 w i l l be 

2 0 taken under advisement, and I b e l i e v e t h a t t h a t concludes 

21 today's docket. 

22 EXAMINER BROOKS: Okay, w e l l , since Mr. H a l l has not 

23 r e p o r t e d back t o us, th e n case number 14605 w i l l be continued 

24 u n t i l A p r i l the 14th. 

25 EXAMINER WARNELL: A p r i l 14, the one Richard s a i d he 
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1 would tak e . 

2 EXAMINER BROOKS: No, t h a t ' s the one t h a t Scott H a l l 

3 wanted time t o f i g u r e out what was going on. 

4 (Docket concluded.) 

5 * * * 

6 

7 

8 

9 

10 

11 

12 . h » . -^v mH:tai m<8 foregoing (» 
a sofnpisis record of the pro^edmgs to 

neard fey me ©ss_,_ .„,„ - -
14 
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1 REPORTER'S CERTIFICATE 

2 

3 I , IRENE DELGADO, New Mexico CCR 253, DO HEREBY 

4 CERTIFY THAT ON March 31, 2011, proceedings i n the 

5 above-captioned case were taken b e f o r e me and t h a t I d i d 

6 r e p o r t i n stenographic shorthand t he proceedings set f o r t h 

7 h e r e i n , and the f o r e g o i n g pages are a t r u e and c o r r e c t 

8 t r a n s c r i p t i o n t o the best of my a b i l i t y . 

9 I FURTHER CERTIFY t h a t I am n e i t h e r employed by nor 

10 r e l a t e d t o nor c o n t r a c t e d w i t h any of the p a r t i e s or 

11 a t t o r n e y s i n t h i s case and t h a t I have no i n t e r e s t whatsoever 

12 i n the f i n a l d i s p o s i t i o n o f t h i s case i n any c o u r t . 

13 WITNESS MY HAND t h i s 31st day of March 2011. 
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