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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING CALLED BY 
THE OIL CONSERVATION DIVISION FOR THE 
PURPOSE OF CONSIDERING: 

APPLICATION OF FALCON CREEK RESOURCES, 
INC., FOR STATUTORY UNITIZATION, 
LEA COUNTY, NEW MEXICO 

APPLICATION OF FALCON CREEK RESOURCES, 
INC., FOR APPROVAL OF A WATERFLOOD 
PROJECT FOR ITS WEST TEAS (YATES-SEVEN 
RIVERS) UNIT AREA AND QUALIFICATION OF 
THE PROJECT FOR THE RECOVERED OIL TAX 
RATE PURSUANT TO THE ENHANCED OIL 
RECOVERY ACT, LEA COUNTY, NEW MEXICO 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: MICHAEL E. STOGNER, Hearing Examiner 

February 17th, 2000 

Santa Fe, New Mexico 

This matter came on f o r hearing before the New 
Mexico O i l Conservation D i v i s i o n , MICHAEL E. STOGNER, 
Hearing Examiner, on Thursday, February 17th, 2000, a t the 
New Mexico Energy, Minerals and Nat u r a l Resources 
Department, Porter H a l l , 2 04 0 South Pacheco, Santa Fe, New 
Mexico, Steven T. Brenner, C e r t i f i e d Court Reporter No. 7 
f o r the State of New Mexico. 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

8:57 a.m.: 

EXAMINER STOGNER: At t h i s time I ' l l c a l l Case 

Number 12,331. 

MS. HEBERT: A p p l i c a t i o n of Falcon Creek 

Resources, I n c . , f o r a u t h o r i t y t o i n j e c t water i n t o s i x 

w e l l s i n the proposed Teas-Yates Seven Rivers U n i t 

Waterflood P r o j e c t Area, Lea County, New Mexico. 

EXAMINER STOGNER: C a l l f o r appearances. 

MR. CARR: May i t please the Examiner, my name i s 

W i l l i a m F. Carr w i t h the Santa Fe law f i r m Campbell, Carr, 

Berge and Sheridan. We represent Falcon Creek Resources i n 

t h i s matter, and I have three witnesses. 

EXAMINER STOGNER: Okay, any other appearances? 

W i l l a l l three witnesses please stand t o be sworn 

a t t h i s time? 

(Thereupon, the witnesses were sworn.) 

MR. CARR: Mr. Stogner, t h i s case i n v o l v e s an 

A p p l i c a t i o n t o i n j e c t water i n s i x w e l l s i n the Teas-Yates-

Seven Rivers U n i t . 

E f f o r t s t o u n i t i z e t h i s acreage have been ongoing 

f o r over a year, and as p a r t of these e f f o r t s , i n August of 

1999, Falcon Creek f i l e d a p p l i c a t i o n f o r a d m i n i s t r a t i v e 

approvals f o r s i x i n j e c t i o n w e l l s i n the Teas-Yates-Seven 

Rivers U n i t Waterflood P r o j e c t area. 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

6 

Objections t o these A p p l i c a t i o n s were received, 

and t h i s case, Case 12,272, was set f o r hearing. 

Since t h a t time, there have been s u b s t a n t i a l 

n e g o t i a t i o n s between the p a r t i e s , and I can r e p o r t t o you 

t h a t the i n t e r e s t s of M i t c h e l l Energy Corporation; Santa Fe 

Snyder Corporation; Camterra Resources P a r t n e r s h i p , 

L i m i t e d ; and Bass Enterprises Production Company have been, 

i n f a c t , acquired by Falcon Creek. 

We stand before you i n a s i t u a t i o n today where 

t h e r e i s no longer an o b j e c t i o n t o t h i s A p p l i c a t i o n by 

v i r t u e of c e r t a i n agreements t h a t have been reached and the 

a c q u i s i t i o n of these property i n t e r e s t s . 

Now, on December the 28th, I f i l e d a p p l i c a t i o n s 

f o r Falcon Creek seeking s t a t u t o r y u n i t i z a t i o n of t h i s 

area, and f i l e d an a p p l i c a t i o n again seeking approval of 

the w a t e r f l o o d p r o j e c t . Those cases are docketed as Case 

12,272 — I'm so r r y , Cases 12,331 and 12,332. There i s an 

overlap between the f i r s t case f i l e d , 12,272, and Case 

12,331. 

We t h e r e f o r e request t h a t the i n i t i a l case, Case 

12,272, the o r i g i n a l w a t e r f l o o d a p p l i c a t i o n , be dismissed, 

and t h a t you now c a l l Case 12,331 and Case 12,332, and t h a t 

those cases be consolidated f o r hearing. 

EXAMINER STOGNER: Thank you. For the record, 

I ' l l c a l l Case Numbers 12,331 and 12,332. 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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MS. HEBERT: A p p l i c a t i o n of Falcon Creek 

Resources, I n c . , f o r s t a t u t o r y u n i t i z a t i o n , Lea County, New 

Mexico, 

And A p p l i c a t i o n of Falcon Creek Resources, I n c . , 

f o r approval of a wat e r f l o o d p r o j e c t f o r i t s West Teas 

(Yates-Seven Rivers) U n i t Area and q u a l i f i c a t i o n of the 

p r o j e c t f o r the recovered o i l t a x r a t e pursuant t o the 

Enhanced O i l Recovery Act, Lea County, New Mexico. 

EXAMINER STOGNER: Other than Mr. Carr 

r e p r e s e n t i n g the Ap p l i c a n t , are the r e any appearances i n 

these cases? 

Let the record show t h a t the witnesses have been 

sworn, and w e ' l l dismiss Case 12,272, and both 12,331 and 

12,332 w i l l be consolidated f o r purposes of testimony. 

Mr. Carr? 

MR. CARR: May i t please the Examiner, a t t h i s 

time we c a l l Lynn D. Becker. 

MS. HEBERT: Has t h i s witness been sworn? 

EXAMINER STOGNER: Did we swear the witnesses? 

MR. CARR: Yes, you d i d . 

EXAMINER STOGNER: And you have been sworn? 

MR. BECKER: Yes, I have. 

EXAMINER STOGNER: And you d i d swear t h r e e i n , 

Mr. Brenner? 

COURT REPORTER: Yes, s i r . 

STEVEN T. 
(505) 

BRENNER, CCR 
989-9317 
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EXAMINER STOGNER: Thank you. 

LYNN D. BECKER. 

the witness h e r e i n , a f t e r having been f i r s t duly sworn upon 

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

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e your f u l l name f o r the record, 

please? 

A. Lynn David Becker. 

Q. And where do you reside? 

A. 14085 Berry Road, Golden, Colorado. 

Q. And by whom are you employed? 

A. Falcon Creek Resources, Incorporated. 

Q. Mr. Becker, what i s your p o s i t i o n w i t h Falcon 

Creek Resources? 

A. I'm a senior landman. 

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

Mexico O i l Conservation D i v i s i o n ? 

A. I have not. 

Q. Would you b r i e f l y summarize your educational 

background f o r Mr. Stogner? 

A. I have s i x years p o s t - c o l l e g e education, f i v e 

years i n the College of Environmental Design, U n i v e r s i t y of 

Colorado, and one year i n the School of Business, Regis 

U n i v e r s i t y . 
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Q. When d i d you graduate? 

A. I d i d not graduate. 

Q. When d i d you leave college? 

A. 1978, s p r i n g of 1978. 

Q. And since t h a t time, would you review f o r the 

Examiner your work experience? 

A. I s t a r t e d my career w i t h Mobil O i l Corporation. 

I was t h e r e f o r two years when I was h i r e d by Petro-Lewis 

as an a c q u i s i t i o n landman. I worked f o r them f o r f i v e 

years. Then I spent 11 years as an a c q u i s i t i o n c o n s u l t a n t , 

two years w i t h an e x p l o r a t i o n company i n Denver, Westport 

O i l and Gas, and the l a s t two years of my 22-year career 

w i t h Falcon Creek Resources. 

Q. And du r i n g t h i s 22-year career you have been 

working i n various c a p a c i t i e s as a petroleum landman; i s 

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

A. Correct. 

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

each of these consolidated cases? 

A. Yes, I am. 

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

the proposed West Teas (Yates-Seven Rivers) Waterflood U n i t 

Area — 

A. Yes, I am. 

Q. — West Teas (Yates-Seven Rivers) Pool? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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A. Sorry. Yes, I am. 

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

t o reach v o l u n t a r y agreement w i t h other i n t e r e s t owners i n 

the u n i t area f o r the f u r t h e r development of the minerals 

under these lands? 

A. Yes, I am. 

Q. Are you f a m i l i a r w i t h the proposed u n i t agreement 

and u n i t o p e r a t i n g agreement f o r the West Teas U n i t and the 

s t a t u s of the r a t i f i c a t i o n s of the proposed u n i t s and 

wa t e r f l o o d p r o j e c t ? 

A. Yes, I am. 

MR. CARR: Mr. Stogner, a t t h i s time we would 

tender Mr. Becker as an expert witness and petroleum 

landman. 

EXAMINER STOGNER: Mr. Becker, again, what was 

your — the c o l l e g e before — Was i t Regis? 

THE WITNESS: Yes, one year a t the School of 

Business a t Regis U n i v e r s i t y and f i v e years i n the College 

of Environmental Design a t the U n i v e r s i t y of Colorado. 

School of A r c h i t e c t u r e , a c t u a l l y . 

EXAMINER STOGNER: So you went t o the U n i v e r s i t y 

of Colorado f i r s t , then Regis? 

THE WITNESS: Yes, I d i d . 

EXAMINER STOGNER: And you l e f t Regis i n 1978? 

THE WITNESS: I've also taken one course i n 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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m i n e r a l economics from the School of Mines. 

EXAMINER STOGNER: Which School of Mines would 

t h a t be? 

THE WITNESS: I'm so r r y , Colorado School of 

Mines. 

EXAMINER STOGNER: Oh, okay, I'm from New Mexico, 

so t h e r e was only one i n my mind. Okay, so Colorado School 

of Mines, the other School of Mines? 

THE WITNESS: That's the other one, yes. 

EXAMINER STOGNER: Okay, good. 

THE WITNESS: Thank you, s i r . 

EXAMINER STOGNER: Consider y o u r s e l f q u a l i f i e d , 

and you won't have t o go through these questions again when 

you come up. 

THE WITNESS: Thank you. 

EXAMINER STOGNER: Mr. Carr? 

Q. (By Mr. Carr) Mr. Becker, would you b r i e f l y 

s t a t e what Falcon Creek seeks w i t h t h i s A p p l i c a t i o n , or 

w i t h these A p p l i c a t i o n s ? 

A. Yes, we seek the s t a t u t o r y u n i t i z a t i o n of the 

proposed u n i t , West Teas (Yates-Seven Rivers) U n i t Area, 

comprised of 1320 acres, more or l e s s , i n c l u d i n g f e d e r a l , 

s t a t e and fee lands, the approval of the w a t e r f l o o d p r o j e c t 

i t s e l f f o r the u n i t , approval t o i n j e c t water i n t o the 

r e s e r v o i r , and q u a l i f i c a t i o n f o r the reduced severance t a x . 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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Q. What i s the c u r r e n t s t a t u s of the acreage i n the 

u n i t area? 

A. There are 18 t r a c t s i n the u n i t area. Ten of 

those t r a c t s are f e d e r a l , seven are s t a t e and one i s fee. 

A l l of the lands are held by production, w i t h the exception 

of a 12 0-acre f e d e r a l t r a c t and a 40-acre s t a t e t r a c t . 

Q. Let's go t o what has been marked as Falcon Creek 

E x h i b i t Number 1. I ' d ask you t o i d e n t i f y i t and then j u s t 

b r i e f l y e x p l a i n t o the Examiner what i t shows. 

A. This E x h i b i t Number 1 i s an area map. I t shows 

an o u t l i n e of the proposed u n i t area and other lands i n the 

immediate v i c i n i t y . Approximately one m i l e t o the east of 

the West Teas proposed u n i t boundary i s the Teas U n i t , and 

you see several w e l l s there t h a t are producing from the 

same Yates-Seven Rivers formation, and t h a t i s also a 

Yates-Seven Rivers f l o o d . 

Q. Let's go t o E x h i b i t Number 2. Would you i d e n t i f y 

and review t h a t ? 

A. This i s an ownership p l a t of the lands w i t h i n the 

u n i t . The p l a t shows the record t i t l e ownership of the 

lands. Each of the record t i t l e owners i s shown th e r e w i t h 

t h e i r lease designation i n each one of the u n i t t r a c t s . 

Falcon Creek Resources i s the operator of a l l of 

the t r a c t s . We j u s t consummated th r e e sales t h i s l a s t week 

from p a r t i e s w i t h i n the u n i t , which gave us 100-percent 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

13 

c o n t r o l of the operators. 

The f e d e r a l land i n here comprises about 54.55 

percent of the u n i t , the s t a t e land i s 39.39 percent of the 

u n i t , and there's an 80-acre fee t r a c t which i s 6.06 

percent of the u n i t . 

Q. Would you now i d e n t i f y E x h i b i t Number 3? 

A. E x h i b i t Number 3 i s the u n i t agreement f o r the 

development and operation of the West Teas (Yates-Seven 

Rivers) U n i t . This u n i t agreement i s a t y p i c a l f e d e r a l 

form, which has been t e n t a t i v e l y approved, p r e l i m i n a r i l y 

approved, by the s t a t e and reviewed by them. I t shows the 

character of the lands, i t defines the u n i t i z e d formations, 

i t provides f o r the w a t e r f l o o d i n g of the u n i t , i t sets out 

the basis of p a r t i c i p a t i o n f o r each of the p a r t i e s i n the 

u n i t , and i t provides f o r the p e r i o d i c f i l i n g w i t h the 

NMOCD, the BLM and the State Land O f f i c e of plans of 

o p e r a t i o n and development. 

Q. And E x h i b i t Number 4 i s what? 

A. E x h i b i t Number 4 i s the u n i t o p e r a t i n g agreement 

f o r the West Teas (Yates-Seven Rivers) U n i t . This document 

sets out who the u n i t operator i s going t o be; i t ' s s t a t e d 

t h a t Falcon Creek Resources w i l l be the u n i t operator. I t 

o u t l i n e s how the work w i l l be supervised and how the 

management of the u n i t w i l l take place. I t also defines 

the r i g h t s and d u t i e s of a l l the p a r t i e s w i t h i n the u n i t , 

STEVEN T. BRENNER, CCR 
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a l l t he working i n t e r e s t owners. I t shows how the 

investments and the costs are t o be shared. I t e s t a b l i s h e s 

a v o t i n g procedure f o r a l l the decisions t o be made by the 

working i n t e r e s t owners as they go forward i n the 

development of t h i s p r o j e c t . I t has an e x h i b i t t h a t 

d e f i n e s the accounting procedures on how costs and expenses 

are t o be handled, and contains a m u l t i t u d e of other f a i r l y 

standard o p e r a t i n g agreement clauses. 

Q. Has Falcon Creek reviewed the A p p l i c a t i o n and 

these agreements w i t h the Bureau of Land Management? 

A. Yes, we have. I have an E x h i b i t Number 5. 

E x h i b i t Number 5 i s a l e t t e r from the Roswell F i e l d O f f i c e 

of the Bureau of Land Management, desi g n a t i n g the West Teas 

(Yates-Seven Rivers) Unit Area as a l o g i c a l u n i t area. 

Q. And have you also reviewed t h i s A p p l i c a t i o n w i t h 

the New Mexico Commissioner of Public Lands? 

A. Yes, I have. E x h i b i t Number 6 i s a copy of the 

l e t t e r from the Commissioner g r a n t i n g p r e l i m i n a r y approval 

t o our proposed West Teas (Yates-Seven Rivers) U n i t . 

Q. And as a c o n d i t i o n f o r f i n a l approval, the Land 

O f f i c e i s r e q u i r i n g an order from the O i l Conservation 

D i v i s i o n approving the u n i t ; i s t h a t c o r r e c t ? 

A. Yes, they are. 

Q. Could you r e f e r t o what has been marked as 

E x h i b i t Number 7, i d e n t i f y t h i s f i r s t and then e x p l a i n what 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

15 

i t i s ? 

A. E x h i b i t Number 7 i s a l i s t i n g of working i n t e r e s t 

owners by t r a c t . I t shows t h e i r ownership i n each t r a c t 

and then whether or not they've executed a j o i n d e r , and 

then i t shows t h a t percentage of — v o t i n g percentage of 

t h a t j o i n d e r . I t goes through a l l 18 t r a c t s of the u n i t . 

Q. And what percentage of the working i n t e r e s t i s 

v o l u n t a r i l y committed t o the u n i t a t t h i s time? 

A. On a u n i t basis, there i s a l i t t l e over 96 

percent of the u n i t owners, u n i t working i n t e r e s t owners, 

have committed t h e i r i n t e r e s t . 

On a t r a c t - b y - t r a c t basis, no less than 89 

percent of the working i n t e r e s t owners i n each t r a c t have 

committed t h e i r i n t e r e s t . 

EXAMINER STOGNER: Okay, run those numbers by me 

again, before we get o f f of th a t ? 

THE WITNESS: Okay, on a u n i t b asis, 96.8 percent 

of the working i n t e r e s t owners have committed t h e i r 

i n t e r e s t t o the u n i t . 

On a t r a c t basis, no less than 89 percent of the 

working i n t e r e s t owners have committed t h e i r i n t e r e s t t o 

the u n i t . 

Q. (By Mr. Carr) So every t r a c t has a t l e a s t 89 

percent of the working i n t e r e s t v o l u n t a r i l y committed? 

A. Correct. I'm only missing f o u r owners. 

STEVEN T. BRENNER, CCR 
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Q. And who are those f o u r owners? 

A. I n Tract 2C, Charles McNeese; he owns a 2-percent 

i n t e r e s t . 

I n Tract 2E Kenneth English, and he owns a 10-

percent i n t e r e s t . 

I n Tracts 2B, -D and -F — so r r y , more 

slo w l y — -B, -D and -F, PATCO, L i m i t e d , has a 5-percent 

i n t e r e s t . 

And then a l l of Tracts 2 and 3, the p a r t n e r s h i p 

of Sheehy and Richardson owns between 1- and 1-1/4-percent 

i n t e r e s t . 

Q. Have you been able t o reach and v i s i t w i t h each 

of these i n t e r e s t owners concerning t h e i r v o l u n t a r y 

p a r t i c i p a t i o n i n t h i s e f f o r t ? 

A. Yes, since we began our attempts t o u n i t i z e t h i s 

back i n November of 1998, we've made thr e e attempts t o 

purchase the i n t e r e s t s of these owners. They've a l l 

i n d i c a t e d t h a t they would l i k e t o p a r t i c i p a t e i n the u n i t . 

By telephone, I've t a l k e d t o them m u l t i p l e times t o keep 

them updated about our progress w i t h the u n i t and t o 

s o l i c i t t h e i r w r i t t e n p a r t i c i p a t i o n through r a t i f i c a t i o n , 

and they have been u n w i l l i n g t o r e t u r n an executed 

r a t i f i c a t i o n and j o i n d e r . 

Q. Let's go now t o the r o y a l t y i n t e r e s t s , and I 

d i r e c t your a t t e n t i o n t o what has been marked Falcon Creek 
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E x h i b i t Number 8. Would you i d e n t i f y t h a t and review i t 

f o r Mr. Stogner? 

A. This i s a s i m i l a r document as the previous 

document. I t ' s a l i s t i n g showing a l l of the r o y a l t y owners 

and o v e r r i d i n g r o y a l t y owners by t r a c t . 

I t has attached t o i t copies of a l l the executed 

r a t i f i c a t i o n s . 

One hundred percent of the r o y a l t y — base 

r o y a l t y owners, have committed t h e i r i n t e r e s t s t o the u n i t . 

I am missing f o u r o v e r r i d i n g r o y a l t y i n t e r e s t owners, so 

t h a t gives me an o v e r a l l p a r t i c i p a t i o n percentage of 

approximately 94 percent of the r o y a l t y and o v e r r i d i n g 

r o y a l t y i n t e r e s t owners committed t o the u n i t . 

Q. When you have the s t a t e and f e d e r a l government 

i n , though, you have 100 percent of the — 

A. Yes, when I say 100 percent of the base r o y a l t y , 

I am i n c l u d i n g the s t a t e and the f e d e r a l government. 

Q. I s i t your opinion t h a t you've done a l l you 

reasonably can t o ob t a i n the v o l u n t a r y p a r t i c i p a t i o n i n 

t h i s u n i t of a l l working and r o y a l t y i n t e r e s t owners? 

A. Yes, I've sent l e t t e r s requesting t h e i r 

p a r t i c i p a t i o n and t h a t they execute a r a t i f i c a t i o n , and 

I've f o l l o w e d up w i t h telephone c a l l s and have been unable 

t o induce these people t o r e t u r n t h e i r executed 

r a t i f i c a t i o n s . 
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Q. Would you i d e n t i f y what has been marked as Falcon 

Creek E x h i b i t Number 9? 

A. This i s an a f f i d a v i t from W i l l i a m F. Carr, 

i n d i c a t i n g t h a t he has served n o t i c e t o a l l the a p p r o p r i a t e 

p a r t i e s , a l l the owners t h a t would be subject t o the 

s t a t u t o r y u n i t i z a t i o n order, a l l leasehold owners and 

surface owners w i t h i n one-half mile of the u n i t boundary 

t h a t would be a f f e c t e d f o r u n i t i z a t i o n purposes f o r the 

purpose of i n j e c t i o n and the q u a l i f i c a t i o n f o r the — 

Q. Mr. Becker, was a copy of Falcon Creek's Form 

C-108 submitted t o each of these owners? 

A. Yes, i t was. 

Q. As w e l l as the A p p l i c a t i o n f o r s t a t u t o r y 

u n i t i z a t i o n ? 

A. Yes, i t was. 

Q. Were E x h i b i t s 1 through 9 e i t h e r prepared by you 

or compiled under your d i r e c t i o n ? 

A. Yes, they were. 

MR. CARR: May i t please the Examiner, a t t h i s 

time we would move the admission i n t o evidence of Falcon 

Creek E x h i b i t s 1 through 9. 

EXAMINER STOGNER: E x h i b i t s 1 through 9 w i l l be 

admitted i n t o evidence. 

MR. CARR: And t h a t concludes my d i r e c t 

examination of Mr. Becker. 
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EXAMINATION 

BY EXAMINER STOGNER: 

Q. Okay, Mr. Becker, on E x h i b i t Number 7 you 

i d e n t i f y f o r me PATCO, Sheehy and Richardson, Charles 

McNeese and the PATCO, and a Kenneth English as being the 

p a r t i e s t h a t have not r a t i f i e d ; i s t h a t c o r r e c t ? 

A. Correct. 

Q. Okay. Now, you mentioned something, t h e r e are a 

few o v e r r i d i n g r o y a l t y i n t e r e s t s t h a t have not, on E x h i b i t 

Number 8, and which ones would those be? 

A. That would be Matt Muratta, and he has a .0083-

percent i n t e r e s t i n Tract 9; Conoco, I n c . , and they have a 

4.833-percent o v e r r i d e i n Tract 6; Bob Shackelford has a 

5-percent o v e r r i d e i n Tract IB; and Laguna Gatuna, I n c . , 

has a 5-percent o v e r r i d e i n Tract 5A. 

Q. Conoco i n 6B, d i d you say t h a t , or 6A? 

A. I t ' s 6A and B — 

Q. 6A and B. 

A. — Tract 6. 

Q. Now, were you an a c t u a l — Well, okay. You were 

obv i o u s l y i n contact w i t h Conoco and Laguna Gatuna. 

A. Yes. 

Q. How about Matt Muratta and the Bob Shackelford? 

A. I've been i n contact w i t h Bob Shackelford. I 

know Bob over a se r i e s of t r a n s a c t i o n s over the l a s t year. 
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I don't know what happened t o h i s p a r t i c u l a r r a t i f i c a t i o n . 

Matt Muratta, I have not been able t o contact. 

Q. Were you able t o f i n d them, an ap p r o p r i a t e 

address? 

A. I do have an appropriate address f o r him. 

Q. He j u s t hasn't responded? 

A. Right, and I was unable t o make a telephone 

f o l l o w - u p c a l l . 

Q. Okay, e x p l a i n t o me — You sa i d you have been a t 

t h i s f o r about a year; i s t h a t c o r r e c t ? 

A. Since November of 1998. 

Q. Okay, so you've been i n a c t u a l contact, or a t 

l e a s t a t t e m p t i n g contact, w i t h these p a r t i e s since t h a t 

time? 

A. Yes. 

Q. Why don't you give me a rundown on e s s e n t i a l l y 

what has t r a n s p i r e d over t h a t time up u n t i l now, what k i n d 

of communications, attempted communications and such? 

A. Okay. Approximately a t the beginning of November 

of 1998, when we made the de c i s i o n t h a t we wanted t o go 

ahead w i t h t h i s u n i t i z a t i o n e f f o r t , we sent a l e t t e r t o a l l 

of the working i n t e r e s t owners i n the area asking — or 

o f f e r i n g t o purchase t h e i r i n t e r e s t , and we gave them an 

o f f e r . We d i d have some owners agree t o s e l l t h e i r 

i n t e r e s t a t t h a t time. 

STEVEN T. 
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Then we put together p r e l i m i n a r y u n i t documents 

and c i r c u l a t e d them t o the owners, and a t t h a t time we also 

c a l l e d a working i n t e r e s t owners' meeting on January the 

5th, 1999, i n Midland, Texas. During t h a t meeting, i t was 

decided t h a t the owners wanted t o use a d i f f e r e n t p e r i o d 

f o r c u r r e n t production than the one t h a t we had chosen, so 

we s e l e c t e d the time p e r i o d from February through A p r i l of 

1999. So a l l the p a r t i e s went back t o t h e i r v a r i o u s 

companies and worked over t h e i r w e l l s t o get p r o d u c t i o n up 

t o where they thought i t ought t o be. 

And then we got together again i n May of 1999 v i a 

teleconferences and exchanged i n f o r m a t i o n , and we had 

another working i n t e r e s t owners' meeting on J u l y 15th i n 

the o f f i c e s of Bass i n Midland, Texas, and again discussed 

the parameters f o r u n i t i z a t i o n . 

At t h a t time i t became r e a l l y apparent t h a t t h e r e 

was d i f f e r e n c e s of opinion of those who had d r i l l e d w e l l s 

i n more recent times, 1996, versus those who had d r i l l e d 

t h e w e l l s i n 1960, and so we were t r y i n g t o work out the 

parameters and the weighting of the parameters i n such a 

way t h a t i t would give e q u i t y t o everyone, and we agreed t o 

do some f u r t h e r s t u d i e s , and we broke up from t h a t meeting. 

Then i n August of 1999, r e a l l y as a precursor f o r 

us g e t t i n g ready f o r our u n i t A p p l i c a t i o n , we went ahead 

and sent out the i n j e c t i o n n o t i c e , because i t does r e q u i r e 
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a longer n o t i c e p e r i o d than u n i t i z a t i o n d i d . And a t t h a t 

time the other working i n t e r e s t owners i n the fee t r a c t , 

M i t c h e l l , Camterra and Santa Fe, became alarmed t h a t we 

might be working too q u i c k l y , and so they f i l e d p r o t e s t s 

w i t h the Commission, I b e l i e v e , a t t h a t time, and we 

continued the hearing on t h a t f o r several months. 

We continued our n e g o t i a t i o n s amongst the 

p a r t i e s , we bought a couple more owners d u r i n g t h a t time 

p e r i o d , and then we had another working i n t e r e s t owners' 

meeting on or about November 10th, 1999, again i n the 

Midland o f f i c e s of Santa Fe Snyder. And again, we got down 

t o some of the f i n a l d e t a i l s of how the u n i t would work, 

but we also discussed buying out those i n t e r e s t s , those 

owners of those i n t e r e s t s . 

Then i n December we received — or l a t e November, 

I guess i t would have been, we received an o f f e r t o s e l l 

from M i t c h e l l . We pursued t h a t . That l e d , then, t o o f f e r s 

t o both Santa Fe and Camterra, and here t h i s f i r s t two 

weeks of February we have consummated those sales and now 

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

EXAMINER STOGNER: Okay. Any other questions of 

t h i s witness? 

MR. CARR: No f u r t h e r questions. 

EXAMINER STOGNER: You may be excused. 

THE WITNESS: Thank you. 
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EXAMINER STOGNER: Mr. Carr? 

MR. CARR: May i t please the Examiner, a t t h i s 

time we would c a l l Denny LeMar. 

DENNY D. LEMAR. 

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

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

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e your f u l l name f o r the record, 

please? 

A. Denny D. LeMar. 

Q. Mr. LeMar, where do you reside? 

A. I n Denver, Colorado. 

Q. By whom are you employed? 

A. Falcon Creek Resources. 

Q. And what i s your p o s i t i o n w i t h Falcon Creek? 

A. I'm a senior g e o l o g i s t . 

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

Mexico O i l Conservation D i v i s i o n ? 

A. No, I have not. 

Q. Would you review your educational background f o r 

Mr. Stogner? 

A. I have a BS i n geology from Northern Arizona 

U n i v e r s i t y . 

Q. And when d i d you receive your degree? 

STEVEN T. BRENNER, CCR 
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A. 1980. 

Q. And since t h a t time, could you summarize your 

work i n the o i l and gas industry? 

A. I s t a r t e d my p r o f e s s i o n a l career w i t h Amerada 

Hess i n Seminole, Texas, was t r a n s f e r r e d t o Denver i n 

e x p l o r a t i o n w i t h Amerada Hess. During t h a t p e r i o d I moved 

back t o Roswell, New Mexico, w i t h an independent f o r f o u r 

years, I moved back t o Denver, worked i n various c o n s u l t i n g 

p o s i t i o n s w i t h Graham Resources and Bonneville Fuels and, 

the l a s t two years, Falcon Creek Resources. 

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

these cases? 

A. Yes. 

Q. Have you made a g e o l o g i c a l study of the p o r t i o n 

of t he West Teas (Yates-Seven Rivers) Pool t h a t i s inv o l v e d 

i n t h i s case? 

A. Yes, I have. 

Q. Are you prepared t o share the r e s u l t s of your 

work w i t h the Examiner? 

A. Yes. 

MR. CARR: We tender Mr. LeMar as an expert 

witness i n petroleum geology. 

EXAMINER STOGNER: Mr. LeMar, you got your 

geology degree a t Northern Arizona? 

THE WITNESS: That's c o r r e c t . 
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EXAMINER STOGNER: That's i n F l a g s t a f f ? 

THE WITNESS: Yes, s i r . 

EXAMINER STOGNER: And when d i d you get out? 

THE WITNESS: 1980. 

EXAMINER STOGNER: You went t o Seminole? 

THE WITNESS: Yes, s i r . 

EXAMINER STOGNER: How long were you a t Seminole? 

THE WITNESS: Two and a h a l f years. 

EXAMINER STOGNER: Two and a h a l f long years? 

THE WITNESS: They were enjoyable — 

EXAMINER STOGNER: Well, good. 

THE WITNESS: — yeah, I ' l l have t o confess. 

EXAMINER STOGNER: F l a g s t a f f t o Seminole. 

THE WITNESS: Uh-huh. 

EXAMINER STOGNER: A l l r i g h t , so q u a l i f i e d . 

Thank you, s i r . 

THE WITNESS: Thank you. 

Q. (By Mr. Carr) Mr. LeMar, you have prepared 

e x h i b i t s f o r p r e s e n t a t i o n i n t h i s case, c o r r e c t ? 

A. Correct. 

Q. I n i t i a l l y , could you i d e n t i f y f o r us the 

for m a t i o n t h a t ' s being u n i t i z e d ? 

A. The formation i s the Yates-Seven Rivers. 

Q. And how i s t h a t defined? 

A. I t ' s defined by E x h i b i t 10, I b e l i e v e . This i s 
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the Olsen Energy Snyder State Number 1, i s what I've chosen 

f o r a type l o g , and i t ' s located i n U n i t L e t t e r J of 

Section 16. 

And what we have i s , the Yates has been 

subdivided i n t o three d i f f e r e n t i n t e r v a l s . The top 

i n t e r v a l i s c h a r a c t e r i z e d by s i l t s t o n e s , sandstones, 

interbedded anhydrites and shales. 

Zone 2 i s c a r r y i n g a higher percentage of the 

a n h y d r i t e s , dolomites. 

And Zone 3 i s more layered as f a r as the sand and 

s i l t s t o n e s are concerned. The Seven Rivers occurs i n t h i s 

w e l l a t approximately 3300 f e e t , and the Capitan Reef l i e s 

about 60 f e e t below t h a t . 

Q. I s t h i s the type l o g t h a t was used t o i d e n t i f y 

the formations i n the u n i t agreement? 

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

Q. Has the p o r t i o n of the r e s e r v o i r which you 

propose t o w a t e r f l o o d been r e c e n t l y defined by development? 

A. Yes, i t has. 

Q. And as we go through your g e o l o g i c a l 

p r e s e n t a t i o n , you're going t o be t a l k i n g about these three 

separate zones w i t h i n the Yates for m a t i o n ; i s t h a t c o r r e c t ? 

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

Q. Does Falcon Creek propose t o w a t e r f l o o d a l l three 

zones a t the same time? 
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A. Yes, i t does. 

Q. Let's go t o what has been marked as your E x h i b i t 

11, and i t ' s i n three p a r t s , 11a, -b and -c. I ' d ask you 

t o i d e n t i f y t h i s and review i t f o r the Examiner. 

A. 11a, -b and -c are s t r u c t u r e maps on each of the 

i n d i v i d u a l zones. They have been defined as the Yates Zone 

1, Zone 2 and Zone 3. 

What both s t r u c t u r e maps show i s an asymmetrical 

a n t i c l i n e . B a s i c a l l y the c r e s t of the f e a t u r e i s i n 

Section 16, plunging t o the n o r t h northeast. The steeper-

d i p p i n g limb i s on the eastern side of the f i e l d and has 

been f a i r l y w e l l defined as f a r as dry holes and l i m i t s t o 

pr o d u c t i o n by the amount of sand i n those w e l l s . 

Q. And a l l of the s t r u c t u r e maps seem t o m i r r o r one 

another, the formation g e t t i n g somewhat l a r g e r as you move 

down? 

A. That i s c o r r e c t , there's not a — There's 

approximately 250 f e e t of closure on each one of the 

l a y e r s . 

Q. Let's go now t o the isopachs f o r the u n i t area, 

E x h i b i t s 12a through -c, and again I ' d ask you t o review 

these f o r Mr. Stogner. 

A. Again, the f i r s t map i s on Yates Zone 1, and what 

i t shows i s a t h i c k i n the northern p o r t i o n of the f i e l d . 

As we come t o the south, down i n t o Section 16, we have some 
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areas of l o c a l i z e d absence. This map i s contoured on a 

f i v e - f o o t i n t e r v a l , using a 10-percent d e n s i t y p o r o s i t y 

c u t o f f . 

The next map i s on Zone 2, and what i t shows i s 

the n o r t h e r n p o r t i o n of the f i e l d i n Section 4, the l i m i t 

of t he sand, and as you proceed t o the south t h e r e are 

l o c a l i z e d areas of the sand being present but the p o r o s i t y 

development i s not there. Down i n Section 16 we see t h a t 

the sand i s f a i r l y continuous throughout the u n i t i z e d area. 

Zone 3, t h i s shows t h a t — i s probably the most 

i n s i s t e n t thickness of any of the Yates zones, and i t ' s 

f a i r l y concurrent w i t h the s t r u c t u r a l p i c t u r e t h a t we have 

f o r Zone 3. 

Q. A l l r i g h t , l e t ' s take out the c r o s s - s e c t i o n . 

I t ' s a l a r g e e x h i b i t , you may want t o stand up and spread 

t h i s out. You f i r s t might review the t r a c e f o r the cross-

s e c t i o n on the right-hand side of the e x h i b i t and then move 

across the cross-section and review the i n f o r m a t i o n on each 

of t he w e l l s . 

A. This i s cross-section C-C', b a s i c a l l y a n o r t h -

south c r o s s - s e c t i o n , n o r t h being on the l e f t . I t ' s hung on 

a s t r u c t u r a l datum of approximately plus 600 f e e t . And 

what we see i n a general — t h a t a l l t h r e e zones are 

present across the e n t i r e s t r u c t u r e . 

Okay, as we s t a r t on the n o r t h end, the f i r s t two 
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w e l l s , Scharbauer "4" 1, Anasazi "4" 3, we can see t h a t 

Yates Zone 1 i s very w e l l developed. As we proceed t o the 

south across the s t r u c t u r a l high p o r t i o n of the f i e l d , 

these zones show a decrease i n p o r o s i t y . 

As we go down t o Zone 2, we see t h a t the n orthern 

two w e l l s do not have any sand development i n these. As we 

proceed t o the south, e s p e c i a l l y i n the Federal 9-2, the 

pay i n t e r v a l i s present and continues on down t o the south. 

Zone 3 i s the most p e r s i s t e n t i n t e r v a l across the 

e n t i r e s t r u c t u r e . 

Q. Mr. LeMar, can the p o r t i o n of the pool which i s 

i n c l u d e d i n the proposed u n i t area be e f f e c t i v e l y and 

e f f i c i e n t l y operated under t h i s u n i t plan of development? 

A. Yes, I b e l i e v e from the c u r r e n t present 

s t r u c t u r a l p o s i t i o n t h a t we have w e l l d e f i n e d i n s i d e the 

u n i t boundaries, the proposed u n i t boundaries, several 

o f f s t r u c t u r e w e l l s have defined the s t r u c t u r e as f a r as 

being wet or too f a r o f f d i p , and the w e l l s i n the southern 

p o r t i o n of the f i e l d have defined some of the l i m i t s of the 

sand p r o d u c t i o n as we see i t today. 

Q. And the u n i t boundaries f a i r l y w e l l match the 

f o r m a t i o n t h a t you're i n c l u d i n g w i t h i n the u n i t 

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

A. Correct, they're concurrent w i t h the s t r u c t u r a l 

p i c t u r e , more or l e s s . 
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Q. Mr. LeMar, were E x h i b i t s 10 through 13 prepared 

by you or compiled under your d i r e c t i o n ? 

A. Yes, they were. 

Q. W i l l Falcon Creek be c a l l i n g an engineering 

witness t o review t h a t p o r t i o n of the case? 

A. Yes. 

MR. CARR: May i t please the Examiner, a t t h i s 

time we would move the admission i n t o evidence of Falcon 

Creek E x h i b i t s 10 through 13. 

EXAMINER STOGNER: E x h i b i t s 10 through 13 w i l l be 

admitted i n t o evidence. 

MR. CARR: And t h a t concludes my d i r e c t 

examination of Mr. LeMar. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Let's stay on E x h i b i t Number 13 here, w h i l e we've 

got i t out and spread out i n f r o n t of us. 

Were most of these w e l l s and t h e i r l ogs, were 

they from about the same era, and when were they d r i l l e d , 

and when were the logs run? 

A. No, they're not. The s t r u c t u r a l c r e s t of the 

f i e l d was developed i n the e a r l y 1960s, and those would be 

the w e l l s on the south end. And what you see t h e r e i s a 

dominance of sonic logs, gamma-ray neutron logs. That was 

the c r u s t a l p o r t i o n during the e a r l y development. 
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What has happened since 1960 i s , we've come o f f 

w i t h a s t r a t i g r a p h i c entrapment down the nose or the plunge 

of the s t r u c t u r e , and what w e ' l l see i s more modern logs, 

1990 v i n t a g e , on the down — on the plunge of the nose of 

the s t r u c t u r e . So t h a t ' s why you're g e t t i n g a dominance of 

more modern logs i n the northern end of the f i e l d . 

Q. Do you know i f the discovery l o g was u t i l i z e d , or 

discovery w e l l , j u s t by o f f chance? 

A. I don't b e l i e v e i t ' s on t h i s c r o s s - s e c t i o n , but I 

have other cross-sections w i t h the discovery w e l l on i t . 

Q. Was t h a t about 1960 also? 

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

Q. Okay, I'm looking a t the south end here, 

beginning w i t h t h a t f i f t h w e l l from the l e f t . That's an 

open hol e ; i s t h a t correct? 

A. Right, the Lea 6015 Federal Number 1. 

Q. And then there's another open hole, and t h a t 

would be the second one, the Snyder Number 1? 

A. That's the s i x t h from the l e f t ? 

Q. Second from the l e f t . 

A. Second from the l e f t . 

Q. Second from the l e f t . 

A. Okay. 

Q. Am I reading t h i s r i g h t ? 

A. That's the Scharbauer 4-1? 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

32 

Q. Did I say second from the l e f t ? I meant second 

from the r i g h t , I'm s o r r y , we're l o o k i n g a t the wrong one. 

Snyder Number 1. 

A. Okay. And your question, s i r ? 

Q. I s t h a t open hole Seven Rivers? 

A. Yes, i t i s , i t 1 s a sonic l o g , and the top of the 

Seven Rivers was j u s t barely penetrated i n t h a t w e l l . 

Q. Okay. But the Yates was — 

A. Right, there's a f u l l s e c t i o n of Yates Zone 1, 2 

and 3 i n t h a t w e l l . 

Q. Okay. You have a n o t a t i o n here i n the l a s t w e l l 

on the r i g h t , "Hole f u l l of water, P&A". Was t h i s an open 

hole completion, or what can you t e l l me about i t ? 

A. I t was completed as a dryhole, I b e l i e v e what 

they probably got i n t o was the lower p o r t i o n of the — or 

the upper p o r t i o n of the Seven Rivers. These w e l l s u s u a l l y 

have t o be f r a c ' d upon completion f o r any type of 

commercial production other than the Seven Rivers. 

Q. And t h i s w e l l i s o f f of the u n i t boundary; i s 

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

A. Right. 

Q. So t h i s marks your southern end of your — 

A. Yes, s i r . 

Q. — u n i t i z e d area? Right? I mean, you u t i l i z e d 

t h i s w e l l as e s s e n t i a l l y the ending of the southern p o r t i o n 
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of your u n i t i z e d area? 

A. Correct. 

Q. Now, when I skim these logs — 

A. Uh-huh. 

Q. — and I don't know i f they're r e p r e s e n t a t i v e of 

the area, what k i n d of production, i f any, has come from 

the Seven Rivers? 

A. Most of the Seven Rivers w e l l s are s l i g h t l y n o r t h 

of — or s l i g h t l y south of the l a s t two w e l l s on the cross-

s e c t i o n . They're more c r e s t a l i n p o s i t i o n , and they're 

c h a r a c t e r i z e d by f a i r l y high water cuts. The zones u s u a l l y 

don't have t o be st i m u l a t e d . They're i n a carbonate. 

Usually some a c i d w i l l do the t r i c k . Y o u ' l l get e i t h e r 

l a r g e volumes of water or o i l and water. 

Q. Okay, now i n r e f e r r i n g t o the type l o g , E x h i b i t 

Number 10 — 

A. Uh-huh. 

Q. — you show the top of the Capitan Reef r i g h t 

below the Seven Rivers. I s t h a t p r e v a l e n t throughout t h i s 

u n i t i z e d area? 

A. I b e l i e v e so. There's l i m i t e d p e n e t r a t i o n s i n t o 

the Capitan. Most of these w e l l s j u s t topped the Seven 

Rivers. 

Q. Do you know i f there's communication between t h a t 

Capitan Reef and the base of the Seven Rivers, as f a r as 
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the water? 

A. I do not, and po s s i b l y our engineer, Joe Cox, 

w i l l have some water r e s i s t i v i t i e s t h a t may help w i t h t h a t . 

Q. Okay. Do you have any w e l l s t h a t you reviewed i n 

the u n i t i z e d area t h a t went through the Capitan Reef? 

A. Yes, the r e are. There are some — two deep 

Morrow t e s t s . 

Q. Were they on the l o g map — I'm s o r r y , on the map 

a t the r i g h t end of your E x h i b i t 13? 

A. Yes, s i r . One i s c u r r e n t l y being used as a 

di s p o s a l w e l l i n the Delaware by Falcon Creek Resources, 

the Anasazi 16 Number 1. 

Q. Anasazi 16 Number 1. 

A. Right. And i f you look r i g h t n o r t h of the t h i r d 

w e l l from the south — 

Q. Okay, t h a t ' s the one t h a t ' s shown — 

A. — yeah, as an open hole. 

Q. Now, the u n i t i z e d substance — Oh, okay, f i r s t of 

a l l , I want t o make sure my E x h i b i t Number 10 i s also the 

referenced w e l l t h a t sets the u n i t i z e d f o r m a t i o n ; i s t h a t 

c o r r e c t ? That was your type l o g , and also t h a t was the one 

mentioned i n the u n i t agreement? 

A. Yes, s i r . 

Q. Okay. Are these three Yates zones f a i r l y 

c o n s i s t e n t as f a r as d e p o s i t i o n , when they were l a i d down? 
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A. I t appears so i n t h a t the u n i t s themselves, the 

gross i n t e r v a l , can be f a i r l y w e l l e a s i l y c o r r e l a t e d over 

the e n t i r e proposed u n i t i n t e r v a l . What's c o n t r o l l i n g some 

of the p r o d u c t i o n i n Zones 1 and 2 i s the — s o r t of the 

s t r a t i g r a p h i c nature. The p o r o s i t y and p e r m e a b i l i t y w i t h i n 

these zones vary q u i t e a b i t . The thickness v a r i e s . We 

have a t h i c k on the n o r t h end, as evidenced by one isopach 

map. The Zone 3 appears t o be the most widespread and 

c o n s i s t e n t l y t h i c k i n t e r v a l i n the proposed area. 

Q. What was the d e p o s i t i o n a l environment on these 

t h r e e zones? 

A. Shallow s h e l f , b a s i c a l l y . A l o t of — I f y o u ' l l 

n o t i c e , a l o t of the sands t h a t are associated w i t h the 

pays have a high gamma-ray content, and what I b e l i e v e t h i s 

i s coming from i s , they're probably f e l d s p a t h i c a e r o n i t e s . 

There's a l o t of pl a g i o c l a s e , a l o t of clay s i n t h e r e , t h a t 

are causing a high gamma-ray reading. 

EXAMINER STOGNER: Any other questions of t h i s 

witness? 

MR. CARR: No f u r t h e r questions. 

EXAMINER STOGNER: You may be excused. Thank 

you, s i r . 

THE WITNESS: Thank you. 

MR. CARR: May i t please the Examiner, a t t h i s 

time we would c a l l Joe Cox. 
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JOE H. COX, J r . , 

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

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

DIRECT EXAMINATION 

BY MR. CARR: 

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

A. My f u l l name i s Joe H. Cox, J r . 

Q. Mr. Cox, where do you reside? 

A. I n L i t t l e t o n , Colorado. 

Q. By whom are you employed? 

A. Falcon Creek Resources. 

Q. And what i s your p o s i t i o n w i t h Falcon Creek 

Resources? 

A. I am the senior engineer. 

Q. Mr. Cox, have you p r e v i o u s l y t e s t i f i e d before the 

New Mexico O i l Conservation D i v i s i o n ? 

A. I have. 

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

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

and made a matter of record? 

A. Yes, they were. 

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

these consolidated cases? 

A. Yes, I am. 

Q. Have you made an engineering study of the area 
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which i s i n v o l v e d i n t h i s case? 

A. Yes. 

Q. And are you prepared t o share the r e s u l t s of t h a t 

work w i t h Mr. Stogner? 

A. I am. 

MR. CARR: Mr. Stogner, are Mr. Cox's 

q u a l i f i c a t i o n s acceptable? 

EXAMINER STOGNER: They are. 

Q. (By Mr. Carr) Mr. Cox, you're f a m i l i a r w i t h the 

S t a t u t o r y U n i t i z a t i o n Act? 

A. Yes. 

Q. And you've prepared c e r t a i n e x h i b i t s f o r 

p r e s e n t a t i o n i n t h i s case? 

A. I have. 

Q. Let's go t o what has been marked as E x h i b i t 

Number 14, and I ' d ask you t o i d e n t i f y i t and review i t f o r 

the Examiner. 

A. Okay. Not sure i f I have a copy. I t ' s — 

MR. CARR: Mr. Examiner, I might p o i n t out t h a t 

E x h i b i t 14 i s an isopach map. We are using t h i s isopach 

map not because of the contours — t h i s i s an i n t e r v a l 

other than those reviewed by Mr. LeMar — but when we were 

l o o k i n g a t our w e l l - s t a t u s map we discovered we had e a r l i e r 

t r a c t numbers on them, and t o avoid confusion you — we 

t r i e d t o have a p l a t t h a t has the same t r a c t numbers on i t . 
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The contours are not p a r t of Mr. Cox's testimony, but the 

w e l l symbols, i n f a c t , are. 

EXAMINER STOGNER: Okay. 

Q. (By Mr. Carr) I f you'd l i k e t o review E x h i b i t 

14, Mr. Cox. 

A. Okay. On E x h i b i t 14 i t i d e n t i f i e s w i t h t he 

t r i a n g l e s the proposed i n j e c t i o n w e l l s , and I've got a 

black-and-white, but I bel i e v e the red t r i a n g l e s are of 

Stage 1, which would be the e a r l i e r p a r t of the f l o o d . 

The red c i r c l e s w i l l be the Stage 1 producers. 

And then the blue t r i a n g l e s would be Stage 2 

i n j e c t o r s , which would be developed a f t e r we s t a r t g e t t i n g 

a response out of the f i r s t stage of the f l o o d . 

And the blue c i r c l e s would be a d d i t i o n a l d r i l l i n g 

t h a t ' s planned f o r t h a t time. 

Q. During Stage 1 y o u ' l l have s i x i n j e c t o r s ? 

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

Q. And 11 producing w e l l s — or — no, how many 

producers? 

A. T h i r t e e n producing w e l l s d u r i n g Stage 1. 

Q. Stage 2, you go t o 11 i n j e c t i o n w e l l s and then 

how many producing wells? 

A. Eighteen producing w e l l s , so we'd be adding f i v e 

i n j e c t o r s and f i v e producers. 

Q. Now these areas, the Stage 1 and Stage 2 areas, 
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a c t u a l l y overlap, do they not? 

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

Q. How are you going t o go about developing t h i s , i f 

you could j u s t review your plans f o r Mr. Stogner? 

A. As f a r as Stage 1 goes, we would be c o n v e r t i n g 

the s i x w e l l s . They're a l l e x i s t i n g w e l l s . Four of those 

produce from the Yates alone, one of those i s a Yates and 

Seven Rivers producer, and one of them i s a s h u t - i n Yates 

producer. 

Q. Then i s i t your i n t e n t i o n t o go forward w i t h 

these s i x w e l l s and then w a i t u n t i l you see a response from 

those w e l l s before you s t a r t implementing Phase 2? 

A. That's c o r r e c t , yes, s i r . 

Q. And so you're going t o make your i n i t i a l 

investment, then once you get the — what are you — Are 

you t y i n g your e f f o r t i n t o performance i n other r e s e r v o i r s 

i n t he area, or using t h a t and other experience, other — 

operate as an analog? 

A. Yeah, Teas f i e l d , as Mr. Becker mentioned, t o the 

east, was our analog f o r t h i s f l o o d . 

Q. And i f you get the response you hope f o r , then 

y o u ' l l be moving i n t o Stage 2? 

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

Q. Let's go t o E x h i b i t Number 15, and I ' d ask you t o 

i d e n t i f y t h i s and review i t f o r the Examiner. 
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A. Okay, E x h i b i t 15 i s economic p r i n t o u t s . The 

f i r s t page i s the t o t a l w a t e r f l o o d economics, so i t 

includes the primary and secondary p r o d u c t i o n . I t shows 

the p r o d u c t i o n streams and the investments and the 

a n t i c i p a t e d cash flows from the p r o j e c t . 

Page 2 i s the same type of d i s p l a y f o r the 

primary reserves. This would be the f i e l d w i t h o u t any 

w a t e r f l o o d . 

And then the t h i r d page would be the d i f f e r e n c e , 

which i s the incremental secondary economics f o r the 

w a t e r f l o o d . 

Q. I n f a c t , i f we look a t the t h i r d page of E x h i b i t 

15, t h i s i s r e a l l y what you're hoping t o achieve w i t h the 

w a t e r f l o o d p r o j e c t , i s i t not? 

A. That's c o r r e c t , t h i s would be the b e n e f i t . 

Q. I t shows both the increase i n reserves and the 

value t h a t you have assigned t o those? 

A. That i s c o r r e c t , yes. 

Q. What p r i c e were you u t i l i z i n g i n computing these 

f i g u r e s ? 

A. I t nets t o a $17.80-per-barrel o i l p r i c e and a 

$1.86 gas p r i c e . 

Q. And i f we look a t page 3, i n f a c t , we'd be able 

t o see the volume of hydrocarbons t h a t could be wasted i f , 

i n f a c t , you are unsuccessful w i t h t h i s w a t e r f l o o d e f f o r t ? 
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A. Yes, under the gross o i l b a r r e l s column i t shows 

2.1 m i l l i o n b a r r e l s a t the bottom of t h a t column, and t h a t 

would be the volume we wouldn't recover w i t h o u t the f l o o d . 

Q. Let's go t o E x h i b i t Number 16. W i l l you i d e n t i f y 

and review t h a t f o r the Examiner? 

A. Okay, E x h i b i t 15 [ s i c ] i s — The f i r s t p a r t of i t 

i s h i s t o r i c a l production, and then the p r o j e c t i o n of the 

w a t e r f l o o d performance s t a r t s a f t e r t h a t . So i t ' s j u s t the 

o v e r a l l performance of the f l o o d as we a n t i c i p a t e . 

Q. Okay. And what we have i s , we have the o i l i n 

green, and the spike we see as we go forward i s , i n f a c t , 

what you're hoping t o achieve through u n i t i z a t i o n and the 

implementation of t h i s p r o j e c t ? 

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

Q. Based on your experience or your knowledge of the 

Teas u n i t t o the east, do you foresee any problems w i t h 

implementing a w a t e r f l o o d p r o j e c t i n t h i s r e s e r v o i r ? 

A. I don't. The s t r a t i g r a p h i c s e c t i o n i s very 

s i m i l a r . Our number of i n j e c t o r s and producers i s even 

very s i m i l a r , and the p a t t e r n we've chosen i s s i m i l a r t o 

what they've used the r e , so. . . 

Q. E x h i b i t 17 i s another p r o d u c t i o n curve. Could 

you r e f e r t o t h a t and j u s t p o i n t out the d i f f e r e n c e s 

between the two f o r Mr. Stogner? 

A. The only r e a l d i f f e r e n c e here i s , we've p r o j e c t e d 
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the primary production also, w i t h the more s o l i d - l o o k i n g 

green curve being the o i l and the more s o l i d - l o o k i n g red 

curve being the p r o j e c t e d gas. 

Q. Again, we can look a t t h i s e x h i b i t and see the 

a n t i c i p a t e d a d d i t i o n a l recovery coming from the u n i t i z a t i o n 

and w a t e r f l o o d p r o j e c t ? 

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

Q. And when we t a l k about the a l l o c a t i o n of 

p r o d u c t i o n from t h i s u n i t , i n your o p i n i o n does the formula 

i n the u n i t agreement a l l o c a t e p r o d u c t i o n t o the separately 

owned t r a c t s i n t h i s u n i t on a f a i r , reasonable and 

e q u i t a b l e basis? 

A. Yes, I b e l i e v e i t does. 

Q. And can you e x p l a i n t h a t t o the Examiner? 

A. Well, we went through a long process, as was 

discussed e a r l i e r , going over the issues w i t h the owners, 

the previous owners, and we came up w i t h a formula t h a t was 

g e n e r a l l y agreeable t o a l l the owners. I n f a c t , i t was the 

basis f o r the purchase p r i c e t h a t a l l p a r t i e s agreed t o . 

The formula included remaining primary o i l i n 

place, the usable wellbores i n the f i e l d and the EOR 

primary. 

Q. By applying these various f a c t o r s on a t r a c t - b y -

t r a c t basis, w i l l each i n t e r e s t owner i n the u n i t r e c e i v e 

i t s f a i r share of the a d d i t i o n a l p r o d u c t i o n t h a t w i l l be 
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obtained as a r e s u l t of t h i s w a t e r f l o o d p r o j e c t ? 

A. Yes, they w i l l . 

Q. And i s i t f a i r t o say t h a t u n i t i z a t i o n and 

implementation of t h i s w a t e r f l o o d p r o j e c t w i l l , i n f a c t , 

b e n e f i t a l l working i n t e r e s t owners and a l l r o y a l t y 

i n t e r e s t owners i n the u n i t area? 

A. Yes, we f e e l i t w i l l . 

Q. U n i t i z a t i o n i s necessary, i s i t not, Mr. Cox, t o 

e f f e c t i v e l y implement and ca r r y on the secondary-recovery 

operations? 

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

Q. And your E x h i b i t s 16 and 17 show the a d d i t i o n a l 

recovery t h a t you can achieve through t h i s A p p l i c a t i o n ? 

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

Q. Does Falcon Creek seek a u t h o r i t y t o commit 

a d d i t i o n a l w e l l s t o i n j e c t i o n i n orthodox and unorthodox 

l o c a t i o n s w i t h i n t h i s u n i t area by an a d m i n i s t r a t i v e 

procedure? 

A. We do. 

Q. When you get t o Stage 2, you're going t o need t o 

come back t o the D i v i s i o n w i t h an a d d i t i o n a l request; i s 

t h a t not co r r e c t ? 

A. That i s our plan, yes. 

Q. And a t t h a t time you would be s u b m i t t i n g C-108 

i n f o r m a t i o n on each of the a d d i t i o n a l i n j e c t i o n wells? 
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A. That's c o r r e c t . 

Q. Your hope i s t h a t you would be able t o do t h a t 

w i t h o u t the necessity of a d d i t i o n a l hearings? 

A. Yes, s i r . 

Q. Could you i d e n t i f y — I ' d l i k e t o focus now f o r a 

minute on the w a t e r f l o o d p r o j e c t aspect of the case. Could 

you i d e n t i f y what has been marked as Falcon Creek E x h i b i t 

18? 

A. E x h i b i t 18 i s our C-108, the A p p l i c a t i o n f o r 

A u t h o r i t y t o I n j e c t . 

Q. And t h i s i s not an expansion of an e x i s t i n g 

p r o j e c t ; t h i s i s a new w a t e r f l o o d , c o r r e c t ? 

A. That's c o r r e c t , there's no previous f l o o d here. 

Q. Let's go t o the p l a t which i s set f o r t h on page 

11 of E x h i b i t 18. 

A. Page 11 i s an area map t h a t again i d e n t i f i e s the 

i n j e c t i o n w e l l s w i t h t r i a n g l e s and the area of 

i n v e s t i g a t i o n around those — h a l f - m i l e r a d i u s around each 

of those w e l l s . 

Q. And t h i s i s a s i m i l a r map t o t h a t reviewed by Mr. 

Becker, i s i t not? 

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

Q. You've j u s t added the area of review t o t h i s 

e x h i b i t ? 

A. That's r i g h t . 
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Q. You have reviewed, have you not, a t t h i s time, 

the s t a t u s of the s i x w e l l s t h a t you i n t e n d t o convert t o 

i n j e c t i o n as p a r t of Stage 1? 

A. We have. 

Q. Let's go t o pages 12 and 13 of t h i s e x h i b i t , and 

I would ask you t o i d e n t i f y f o r Mr. Stogner what i s set 

f o r t h on those pages. 

A. Okay, t h i s t a b l e shows a l l of the w e l l s w i t h i n 

t h a t area of study f o r the A p p l i c a t i o n . I t gives the 

w e l l s ' names and l o c a t i o n s , the spud dates f o r the w e l l s , 

t h e i r depths and the mechanical — the casing depths and 

cement used on the casings, and the completed i n t e r v a l s . 

Q. And t h i s provides a l l i n f o r m a t i o n on each w e l l 

w i t h i n an area of review as r e q u i r e d by OCD Form C-108? 

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

Q. Let's look now a t pages 14 through 20. Would you 

t e l l me what these are? 

A. Okay, these are wellbore diagrams f o r the dry 

holes t h a t f a l l w i t h i n t h i s area of review. 

Q. And these are plugged and abandoned wells? 

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

Q. I s a l l plugging d e t a i l shown on each of these 

w e l l b o r e summary pages? 

A. I t i s , complete from what we were able t o o b t a i n 

from the State. 
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Q. Does t h i s e x h i b i t also c o n t a i n schematic drawings 

f o r t h e proposed i n j e c t i o n wells? 

A. Yes, they're — 

Q. — pages 5 through 10? 

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

Q. And what have you set f o r t h on these pages? 

A. These pages show the proposed c o n f i g u r a t i o n of 

the i n j e c t o r s i n t h e i r i n j e c t i o n a p p l i c a t i o n . I t shows the 

approximate packer l o c a t i o n s , the t u b i n g s t r i n g s — 

Q. I s the annular space on each of these w e l l s t o be 

f i l l e d w i t h an i n e r t f l u i d and put through the gauge as 

r e q u i r e d by the Federal Underground I n j e c t i o n C o n t r o l 

Program? 

A. Yes, i t w i l l . 

Q. And you are proposing t o i n j e c t i n t o what 

formation? Just the Yates, or the Yates and Seven Rivers? 

A. I t w i l l be j u s t the Yates. 

Q. And approximately what i s the depth of the Yates 

sands you're going t o be i n j e c t i n g i n t o ? 

A. They're found from 3 000, approximately 3 000 f e e t , 

t o about 3450. 

Q. And the thickness of those sands i s approximately 

what? 

A. That v a r i e s from about 40 f e e t t o 100 f e e t i n net 

t h i c k n e s s . 
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Q. What k i n d of a p o r o s i t y and p e r m e a b i l i t y are you 

encountering i n t h i s Yates i n t e r v a l ? 

A. On average f o r the f i e l d , we t h i n k i t ' s about 

15.7-percent average p o r o s i t y and about 1 m i l l i d a r c y 

permeabi1ity. 

Q. Are t h e r e any other o i l - p r o d u c t i v e zones i n the 

immediate area? 

A. Outside of the Yates and Seven Rivers, the only 

zones t h a t are i n the area are deeper, below the u n i t i z e d 

i n t e r v a l . 

Q. Are they o b j e c t i v e s f o r Falcon Creek i n t h i s 

e f f o r t t o u n i t i z e and waterflood? 

A. They are not. 

Q. What i s the source of the water you're proposing 

t o i n j e c t i n the subject well? 

A. A l l of the water i s proposed t o be produced water 

from the Yates and Seven Rivers. 

Q. And w i l l i t be coming, i n f a c t , from the West 

Teas (Yates-Seven Rivers) Unit? 

A. Yes, a l l of i t w i l l . 

Q. And what volumes are you proposing t o i n j e c t ? 

A. With the i n i t i a l s i x w e l l s , about 3000 b a r r e l s of 

water per day, about 500 b a r r e l s per day, per i n j e c t o r . 

Q. Okay, and what i s the maximum d a i l y i n j e c t i o n 

r a t e you're proposing? 
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A. We a n t i c i p a t e as high as 4500 b a r r e l s of water 

per day, which would be 750 per i n j e c t o r . 

Q. And t h i s w i l l be a closed system? 

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

Q. Are you going t o be i n j e c t i n g under pressure? 

A. Yes, we w i l l be. 

Q. And what pressure do you propose t o u t i l i z e ? 

A. We a n t i c i p a t e 600 pounds average i n j e c t i o n 

pressure. We've applied f o r 1200 pounds maximum pressure. 

Q. And t h a t i s i n — 12 00 pounds i s i n excess of the 

.2-pound-per-foot-of-depth of the top of the i n j e c t i o n 

i n t e r v a l , i s i t not? 

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

Q. Has an i n j e c t i o n pressure of 12 00 pounds 

p r e v i o u s l y been approved i n t h i s area by the O i l 

Conservation D i v i s i o n ? 

A. Yes, the operator of the f i r s t w e l l s we acquired 

i n t h i s area have done a st e p - r a t e t e s t on the B.F. State 

Number 4 w e l l . 

Q. And when was t h a t t e s t run, do you know? 

A. January 26th, 1998. 

Q. And what i s the l o c a t i o n of t h a t w e l l ? 

A. I t ' s the northeast-northeast of Section 16. 

Q. And t h a t ' s i n — 

A. — i n 20-33. 
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Q. — i n 20-33? 

A. Yes. 

Q. And what was the approved surface i n j e c t i o n 

pressure f o r the Yates formation t h a t r e s u l t e d from t h a t 

t e s t ? 

A. Okay, the State approved a 1282-p.s.i. pressure. 

Q. And you are prepared t o run whatever a d d i t i o n a l 

step r a t e t e s t s might be re q u i r e d by the OCD? 

A. We are, yes. 

Q. Would you j u s t i d e n t i f y the water a n a l y s i s t h a t 

i s set f o r t h i n t h i s e x h i b i t ? 

A. Okay. Pages 2 3 and 24 of the C-108 have water 

analyses. 

Q. What i s t h i s of? Of the water t h a t w i l l be 

i n j e c t e d i n t o the r e s e r v o i r ? 

A. Yes, the f i r s t one, page 23, i s probably 

r e p r e s e n t a t i v e of the average water t h a t would be i n j e c t e d . 

Page 24 shows — This i s from a w e l l t h a t produces j u s t 

Seven Rivers, so i t ' s s l i g h t l y f r e s h e r . 

Q. Are th e r e freshwater zones i n t h i s area? 

A. We contacted the State Engineer's O f f i c e f o r 

i n f o r m a t i o n on t h a t . The only zones they i d e n t i f i e d were 

w i t h i n the surface casing i n t e r v a l . 

Q. And are there any water w e l l s w i t h i n a m i l e of 

any of the proposed i n j e c t i o n wells? 
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A. Not w i t h i n a m i l e , not. 

Q. I n f a c t , the nearest w e l l i s a c t u a l l y the w e l l i n 

Section 5, j u s t based on the State Engineer O f f i c e r e p o r t ; 

i s t h a t not cor r e c t ? 

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

Q. Have you examined the geologic and engineering 

data a v a i l a b l e on t h i s r e s e r v o i r and concluded as a r e s u l t 

of t h a t examination t h a t there are no h y d r o l o g i c 

connections between the disposal zone or any underground 

source of d r i n k i n g water? 

A. Yes, everything we've seen i n d i c a t e s t h a t t h e r e 

i s no connection. 

Q. Now, as t o the Falcon Creek A p p l i c a t i o n f o r the 

enhanced o i l recovery t a x r a t e , i s E x h i b i t Number 19 a 

l e t t e r a p p l i c a t i o n seeking q u a l i f i c a t i o n of t h i s p r o j e c t ? 

A. Yes, i t i s . 

Q. And t h i s l e t t e r sets f o r t h b a s i c a l l y t he t h i n g s 

r e q u i r e d by O i l Conservation D i v i s i o n r u les? 

A. Yes, i t does. 

Q. What are the estimated c a p i t a l costs t o be 

i n c u r r e d i n t h i s p r o j e c t ? 

A. For the t o t a l p r o j e c t , Stage 1 and Stage 2, i t 

would be $3.4 m i l l i o n . 

Q. And how much a d d i t i o n a l p r o d u c t i o n does Falcon 

Creek a n t i c i p a t e i t w i l l o b t a i n from t h i s w a t e r f l o o d 
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p r o j e c t ? 

A. About 2.1 m i l l i o n b a r r e l s . 

Q. And how much n a t u r a l gas w i l l you also be 

producing? 

A. About 426 m i l l i o n cubic f e e t . 

Q. Can you t e l l us a general value f o r t h i s 

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

A. I t ' s approximately $8 m i l l i o n . 

Q. And what do you base t h a t upon? 

A. That's on the $17.80-per-barrel p r i c e t h a t I 

mentioned. 

Q. And so we have a s i t u a t i o n here where you w i l l be 

re c o v e r i n g s u b s t a n t i a l l y more i n terms of the value of the 

hydrocarbons than the cost t h a t i t w i l l take t o pursue 

those? 

A. That's c o r r e c t . The $ 8 - m i l l i o n value i s a f t e r 

the expenditure f o r the w a t e r f l o o d . 

Q. So t h a t ' s what you w i l l get over and above the 

$3.4 m i l l i o n ? 

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

Q. So the w a t e r f l o o d p r o j e c t c l e a r l y i s f e a s i b l e 

economically i n the area? 

A. Yes, s i r . 

Q. Does E x h i b i t C attached t o 19, E x h i b i t 19, t h i s 

p l a t , does i t set out the production h i s t o r y and the 
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f o r e c a s t f o r o i l , gas and water from the area as r e q u i r e d 

by OCD rul e s ? 

A. Yes, s i r , i t does. I t ' s another p l o t s i m i l a r t o 

the f i r s t ones. This one includes the p r o j e c t e d water 

p r o d u c t i o n . 

Q. I n your o p i n i o n , w i l l approval of t h i s 

A p p l i c a t i o n and implementation of the proposed w a t e r f l o o d 

p r o j e c t i n the West Teas (Yates-Seven Rivers) U n i t be i n 

the best i n t e r e s t s of conservation, the pr e v e n t i o n of waste 

and the p r o t e c t i o n of c o r r e l a t i v e r i g h t s ? 

A. Yes. 

Q. Were E x h i b i t s 14 through 19 prepared by you or 

compiled under your d i r e c t i o n ? 

A. Yes, they were. 

MR. CARR: Mr. Stogner, a t t h i s time we move the 

admission i n t o evidence of Falcon Creek E x h i b i t s 14 through 

19. 

EXAMINER STOGNER: E x h i b i t s 14 through 19 w i l l be 

admitted i n t o evidence. 

MR. CARR: And t h a t concludes my d i r e c t 

examination of Mr. Cox. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Cox, what's the average p r o d u c t i o n of the 

w e l l s p r e s e n t l y producing from t h i s pool i n t h i s u n i t area? 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

53_ 

A. Let's see, we're c u r r e n t l y a t about 4000 b a r r e l s 

a month, and we have about — So about 2 0 b a r r e l s per day, 

average. Excuse me 2 00 b a r r e l s per month, average. 

Q. That's average per well? 

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

Q. So these are c l a s s i f i e d as s t r i p p e r w e l l s ; i s 

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

A. Yes. 

Q. Okay, you mentioned the w e l l up t h e r e i n U n i t 

A — t h a t ' s of Section 16 — as having a step r a t e t e s t 

back e a r l i e r l a s t year; i s t h a t c o r r e c t ? 

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

Q. I s t h a t an i n j e c t i o n w e l l now? 

A. Stevens and T u l l , the previous operator of t h a t 

w e l l , had a p p l i e d t o make a s a l t w a t e r d i s p o s a l w e l l out of 

t h a t , and then they went through the procedure of step r a t e 

t e s t i n g , but t h e r e was an o f f s e t t i n g operator t h a t 

p r o t e s t e d t h e i r s a l t w a t e r disposal a p p l i c a t i o n , so i t never 

was an a c t i v e disposal w e l l . 

Q. Do you know who objected or anything more about 

t h a t p a r t i c u l a r a p p l i c a t i o n ? 

A. I t was — Just from the m a t e r i a l t h a t we've seen 

i n the f i l e s , I b e l i e v e i t was Shackelford O i l t h a t had 

p r o t e s t e d i t , but I don't know much more than t h a t about 

i t . 
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EXAMINER STOGNER: I ' l l take a d m i n i s t r a t i v e 

n o t i c e of t h a t a p p l i c a t i o n , whatever f i l e we have on i t , 

Mr. Carr. 

Q. (By Examiner Stogner) On page 18 of your E x h i b i t 

Number 18, t h i s i s a plugged and abandoned w e l l , the Lea 

886 State Well Number 2 of S i n c l a i r O i l Company. 

A. Yes, s i r . 

Q. I show an open hole completion up t o the top of 

the casing i n t e r v a l , which i s 2950. I s t h i s a l l t h a t ' s 

s t i l l w i t h i n the Yates formation, t h a t you know o f , up t o 

t h i s 2950? 

A. I think that also included the top of the Seven 

Rivers i n that. 

Q. Well, yeah, but the Yates i s above the Seven 

Riv e r s ; i s t h a t correct? 

A. That's c o r r e c t , yes, s i r . 

Q. Okay. And the zone above the Yates? I guess my 

question i s , where i s the base of the Yates for m a t i o n i n 

t h i s — I'm so r r y , where i s the top of the Yates formation 

i n t h i s area? Maybe the g e o l o g i s t can answer t h a t 

q uestion. 

A. Yeah, r i g h t offhand I don't know. I'm assuming 

t h a t they topped the Yates when they set casing, but I 

don't f i n d i t . 

EXAMINER STOGNER: Perhaps Mr. LeMar could answer 
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t h a t , Mr. Carr? 

MR. CARR: Mr. LeMar? 

MR. LEMAR: The top of the Yates i n t h a t w e l l i s 

approximately 409. Do you have t h a t KB there? 

THE WITNESS: Yeah, ground l e v e l i s 3544, so 

about 3953, 3960. 

EXAMINER STOGNER: I'm so r r y , 29- — 

THE WITNESS: Twenty-nine — 

Q. (By Examiner Stogner) 2953, so t h i s i s s t i l l i n 

the Yates; i s t h a t correct? 

A. Yes, yes. I c a l c u l a t e d t h a t backward. I t ' s 403? 

MR. LEMAR: 409. 

THE WITNESS: 409. So i t would be th r e e thousand 

— 44 minus 9 — t h i r t y - f i v e , top of the Yates. 

Q. (By Examiner Stogner) I'm so r r y , what? 

A. 3035; i s t h a t c o r r e c t , Denny? I f you had 3544 — 

MR. LEMAR: KB, Joe? 

THE WITNESS: I've got a ground l e v e l of 3 544. 

MR. LEMAR: 3544? 

THE WITNESS: Right. 

EXAMINER STOGNER: Mr. LeMar, why don't you step 

up forward here? 

MR. LEMAR: Okay. 

EXAMINER STOGNER: What I'm concerned about i s , 

t h i s p a r t i c u l a r w e l l goes up — I n other words, i f t h e r e i s 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

56 

some channeling up t o the top of t h a t casing i n t e r v a l a t 

2950. What i s the m a t r i x of the top of the Yates, and 

what's found above the top of the Yates i n t h i s area? 

MR. LEMAR: Above the top of the Yates would be 

probably a n h y d r i t e , b a s i c a l l y , maybe a few s c a t t e r e d s a l t -

shale s t r i n g e r s i n t h e r e , but I b e l i e v e the bulk of the 

f o r m a t i o n would be anhyd r i t e above t h e r e . 

EXAMINER STOGNER: Along t h i s same l i n e of 

que s t i o n i n g , w h i l e I've got you here, what do we f i n d a t 

the base of the Seven Rivers, r i g h t before or r i g h t a t t h a t 

area t h a t the top of the Capitan Reef i s found at? What 

m a t r i x i s there? I s t h a t a permeable l a y e r or an 

impermeable layer? 

MR. LEMAR: The few w e l l s t h a t I can t h i n k of 

offhand, i t ' s u s u a l l y f a i r l y t i g h t on top of the Capitan 

i t s e l f , so the r e should be some type of b a r r i e r t h e r e , 

b a r r i n g any type of f r a c t u r i n g . I don't know i f I can 

r e a d i l y i d e n t i f y any type of f r a c t u r i n g o c c u r r i n g i n the 

Seven Rivers i t s e l f . 

EXAMINER STOGNER: How t h i c k i s t h a t i n t e r v a l , 

would you say? 

MR. LEMAR: The Seven Rivers? 

EXAMINER STOGNER: This impermeable l a y e r a t the 

base of the Seven Rivers. 

MR. LEMAR: Oh, 20 t o 30 f e e t . 
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EXAMINER STOGNER: Has e i t h e r one of you seen an 

a c t u a l water q u a l i t y from the Capitan Reef i n t h i s 

p a r t i c u l a r area u n d e r l y i n g t h a t proposed u n i t area? 

MR. LEMAR: I have not. 

THE WITNESS: I have not e i t h e r . We have the 

Seven Rivers a n a l y s i s , which i s about 12,500 p a r t s per 

m i l l i o n . 

Q. (By Examiner Stogner) I'm s o r r y , the Seven 

Rivers was how many p a r t s per m i l l i o n ? 

A. 12,500 t o t a l d i s s o l v e d s o l i d s . 

EXAMINER STOGNER: I'm going t o take about a 15-

minute recess a t t h i s time, Mr. Carr. 

(Thereupon, a recess was taken a t 10:07 a.m.) 

(The f o l l o w i n g proceedings had a t 10:25 a.m.) 

EXAMINER STOGNER: This hearing w i l l come t o 

order. 

Mr. Carr? 

MR. CARR: Yes, s i r . 

EXAMINER STOGNER: The Capitan Reef i n New 

Mexico, and an extent down i n Texas, i t had some — i s a 

source of f r e s h water, i t ' s a source of p r o t e c t i o n , and the 

p o l i c y and the procedure from us and the State Engineer's 

O f f i c e over the may years has e s s e n t i a l l y l e d us t o p r o t e c t 

the Capitan Reef q u i t e e x t e n s i v e l y , no matter what depth. 

And when anything occurs around the Capitan Reef, 
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d e f i n i t e l y i t r a i s e s awareness of i t . And th e r e has never 

been any approval t o d i r e c t l y , of course, i n j e c t i n t o the 

deeper Capitan Reef, which, of course, t h e r e has been 

a p p l i c a t i o n s . I t h i n k t here might have even been 

a p p l i c a t i o n s when you were working f o r the OCD. 

So these were the extent of my concerns — 

MR. CARR: Sure. 

EXAMINER STOGNER: — a t t h i s p a r t i c u l a r p o i n t . 

I understand t h a t the other Teas w a t e r f l o o d , up — t h a t has 

been a l l u d e d i n 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 , i s up the r e i n 

t h a t same area, and I'm assuming t h a t i t ' s above the 

Capitan Reef als o . 

So t h a t ' s the reason I'm focusing my a t t e n t i o n a 

l o t on the completions i n t o the Seven Rivers, and also I'm 

going t o be asking about the proposed completion techniques 

of these i n j e c t i o n w e l l s , i s there any f r a c s planned, what 

k i n d of f r a c s i t ' s been or what the general completion 

procedures have been i n t h i s area. 

So w i t h t h a t i n mind, Mr. Cox, I t h i n k you k i n d 

of see where I'm leading t o a t t h i s p a r t i c u l a r p o i n t . 

The s i x i n j e c t i o n w e l l s — F i r s t of a l l , l e t ' s go 

back. 

I s i t my understanding the proposal i s t o l i m i t 

i t t o 600 p . s . i . a t t h i s time, the i n j e c t i o n pressure? Was 

t h a t my understanding? 
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MR. CARR: The i n i t i a l pressure was t o be 600 

p . s . i . They were asking f o r a maximum pressure of 12 00 

based on the step r a t e t e s t s and were prepared t o conduct 

a d d i t i o n a l step r a t e t e s t s i f needed by the OCD, before 

they go t o the higher pressure. 

EXAMINER STOGNER: Okay, I understand. 

MR. CARR: So I guess my answer was yes. 

EXAMINER STOGNER: Okay. Well, w i t h t h a t i n 

mind, I can t e l l you I'm not going t o approve the 1200 

based on the i n f o r m a t i o n on t h i s o l d w e l l . I don't r e a l l y 

have i t , and I w i l l look t h a t up. But w i t h t h i s i n mind, 

I'm going t o r e l a y t h a t on t o our UIC D i r e c t o r , on how 

those procedures should enact. 

But as f a r as your 600, t h a t ' s what I'm going t o 

l i m i t i t t o a t t h i s p a r t i c u l a r time. 

MR. CARR: And t h a t ' s Mr. Catanach? 

EXAMINER STOGNER: Yes, t h a t would be Mr. David 

Catanach. 

MR. CARR: You know, Mr. Stogner, we were aware 

of the concern w i t h the Capitan. We had discussed t h i s 

w i t h Mr. Catanach, and, yeah, w e ' l l be happy t o t r y and 

respond t o any of these questions you have. We were t r y i n g 

t o keep i t up i n the Yates f o r the — That was one of the 

main reasons. 

But anything we can provide f o r you here today we 
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w i l l , and anything you need a f t e r t h i s w e ' l l c e r t a i n l y get 

t o you. 

EXAMINER STOGNER: Okay, I ' d l i k e t o t r y t o get 

as much on the record — 

MR. CARR: Sure. 

Q. (By Examiner Stogner) As f a r as these s i x 

i n j e c t i o n w e l l s , the i n i t i a l i n j e c t i o n w e l l s , are they 

i d e n t i f i e d on t h i s C-108? 

A. Yes. 

Q. Are they the f i r s t s i x , or — 

A. Page 4 l i s t s those s i x w e l l s . 

Q. Okay. Now, you're l i m i t i n g your i n j e c t i o n i n t o 

j u s t the Yates i n t e r v a l ; i s t h a t c o r r e c t ? 

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

Q. Now, you show a couple of w e l l s t h a t have 

p e r f o r a t i o n s i n the Seven Rivers, but those have already 

been blanked o f f w i t h a cast i r o n bridge p l u g ; i s t h a t 

r i g h t ? 

A. I n most cases i t ' s been cast i r o n bridge plug and 

cement, yes. 

Q. Do you know i f they were squeezed? 

A. Some of them have been. Some of them had 

r e t a i n e r s and then were squeezed out of these w e l l s . I 

don't — 

Q. Do you know i f there's any w e l l s , any of the 
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planned producers or c u r r e n t producers, p r e s e n t l y producing 

from t h a t Seven Rivers i n t e r v a l ? 

A. Yes, i t ' s a c t i v e l y being produced and w i l l 

continue t o be — I t ' s planned t o continue being produced 

d u r i n g t h i s f l o o d . I t ' s made about a h a l f m i l l i o n b a r r e l s 

of o i l t o date, and I t h i n k there's about another 87,000 i n 

the primary. 

Q. R e a l i s t i c a l l y , how many w e l l s are producing from 

the Seven Rivers w i t h i n the u n i t i z e d area, now? Not a l l of 

them are producing from t h a t Seven — 

A. No, j u s t — A close guess would be about s i x or 

seven w e l l s r i g h t now are producing from the Seven Rivers. 

Most of those are commingled, but two or t h r e e of those are 

i s o l a t e d . 

Q. Okay now, when we say "commingled", the West Teas 

(Yates-Seven Rivers) i s considered one pool — 

A. Yes. 

Q. — one source of supply? 

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

Q. So when you say "commingling", we're not t a l k i n g 

i n the l e g a l sense, other than i n the engineering sense, 

t h a t you recognize there's two formations? 

A. Right. 

Q. What has been the completion technique i n these 

producing w e l l s i n t h i s pool? 
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A. They've g e n e r a l l y r e q u i r e d a f r a c s t i m u l a t i o n . 

We, i n the development plans, have been aware of the 

s e n s i t i v i t y t o the Capitan and t o the Seven Rivers, which 

has got a f a i r l y s trong water d r i v e on i t , and have 

designed smaller f r a c jobs f o r those recompletions i n t o the 

Yates 3 Zone, the — o v e r l y i n g the Seven Rivers. 

Q. Are there any w e l l s p r e s e n t l y open-hole completed 

and producing? 

A. I don't b e l i e v e there are anymore. There were 

e a r l i e r i n the l i f e of the f i e l d , but I don't t h i n k — 

They're a l l cased-hole completions a t t h i s time. 

Q. Have you or anybody w i t h Falcon Creek Resources 

discussed t h i s proposed p r o j e c t w i t h the Hobbs D i s t r i c t 

O f f i c e , i n p a r t i c u l a r the g e o l o g i s t down t h e r e , Mr. Paul 

Kautz? Do you know? 

A. Yeah, I have t a l k e d t o him i n the process of 

p u t t i n g t h i s together. I don't know t h a t we've discussed 

t h i s p a r t i c u l a r issue. 

EXAMINER STOGNER: Mr. Carr, I don't t h i n k 

there's anything f u r t h e r a t t h i s p a r t i c u l a r time t h a t we 

can put i n the record, other than reviewing the i n f o r m a t i o n 

or — 

MR. CARR: Mr. Stogner, we want you t o know t h a t 

i f on your review there are questions, i f you want t o 

reopen the case or i f you'd l i k e t o communicate w i t h us, 
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w e ' l l be d e l i g h t e d t o supplement the record, however you 

would d e s i r e . 

EXAMINER STOGNER: Well, i t j u s t depends. I f we 

f i n d anything, then we can act accordingly a t t h a t p o i n t , 

worst-case scenario being reopening of the case and t a k i n g 

a d d i t i o n a l testimony subsequent t o our contact w i t h you 

upon s p e c i f i c s . 

MR. CARR: That would be f i n e . 

Q. (By Examiner Stogner) What's the time i n t e r v a l 

t h a t Falcon Creek Resources i s planning on s t a r t i n g w i t h 

t h e workovers f o r the i n j e c t o r s ? 

A. We would s t a r t those as soon as we got approvals. 

EXAMINER STOGNER: Well, i t ' s i n my best i n t e r e s t 

t o get t h i s t h i n g moving too, so l e t ' s make sure t h a t me 

and you communicate on a re g u l a r basis i n the next two 

weeks. 

MR. CARR: I w i l l . I w i l l contact you next week 

and — i n terms of a d d i t i o n a l i n f o r m a t i o n or d r a f t i n g or 

anything t h a t you need i n regard t o t h i s matter. 

EXAMINER STOGNER: Okay. With t h a t , i s th e r e 

anything f u r t h e r i n any of these t h r e e cases? 

MR. CARR: Nothing f u r t h e r a t t h i s time. 

EXAMINER STOGNER: And f o r the record again, 

o r i g i n a l Case 12,272 w i l l be dismissed, and I w i l l take 

Cases 12,331 and 12,332 under advisement, w i t h p o s s i b l e 
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a d d i t i o n a l i n f o r m a t i o n needed, and t h a t w i l l be contacts 

through you. 

I f there's anything f u r t h e r , then w e ' l l proceed 

on. 

MR. CARR: Thank you, Mr. Stogner. 

(Thereupon, these proceedings were concluded a t 

10:35 a.m.) 

* * * 
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