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WHEREUPON, the f o l l o w i n g proceedings were had a t 

9:31 a.m.: 

CHAIRMAN WROTENBERY: A t t h i s p o i n t what we'd 

l i k e t o do i s move on t o Case 12,905. This i s the 

A p p l i c a t i o n of Pronghorn Management Corporation f o r 

approval of a sa l t w a t e r disposal w e l l i n Lea County, New 

Mexico. This case i s being heard de novo by the Commission 

upon the A p p l i c a t i o n of Pronghorn Management Corporation. 

And w e ' l l c a l l f o r appearances i n t h i s matter. 

MR. PADILLA: Madame Chairman, my name i s Ernest 

L. P a d i l l a , appearing f o r Pronghorn Management Corporation. 

CHAIRMAN WROTENBERY: Thank you, Mr. P a d i l l a . 

MR. OWEN: Madame Chairman, members of the 

Commission, Paul R. Owen of the Santa Fe law f i r m of 

Montgomery and Andrews, appearing on behalf of an 

i n t e r e s t e d p a r t y , DKD, LLC. 

CHAIRMAN WROTENBERY: Thank you, Mr. Owen. And 

do you both have witnesses? 

MR. PADILLA: I have two witnesses. 

MR. OWEN: I have one witness, madame Chairman. 

CHAIRMAN WROTENBERY: At t h i s p o i n t w e ' l l ask a l l 

t h r e e witnesses t o stand and be sworn, please. 

(Thereupon, the witnesses were sworn.) 

CHAIRMAN WROTENBERY: Thank you. Gentlemen, 

would you l i k e t o make an opening statement? 
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MR. PADILLA: Yes, I would. 

CHAIRMAN WROTENBERY: Please go ahead, Mr. 

P a d i l l a . 

MR. PADILLA: F i r s t l e t me give you a b r i e f 

h i s t o r y of t h i s case. This case came o r i g i n a l l y , i t was 

f i l e d a d m i n i s t r a t i v e l y . As a r e s u l t of t h a t a d m i n i s t r a t i v e 

proceeding, the A p p l i c a t i o n was approved. 

Sometime l a t e r DKD, the o p p o s i t i o n i n t h i s p a r t y , 

a p p l i e d on the basis t h a t there had been no n o t i c e on DKD. 

At t h a t time t h a t was not, i n f a c t , r e q u i r e d because an 

assignment from Chesapeake O i l t o DKD had not been f i l e d of 

record, and our c l i e n t s -- my c l i e n t d i d not have any 

n o t i c e t h a t the assignment had been made. 

So l a t e r on i n the D i v i s i o n Hearing t h a t was not 

an issue, as I understood i t , because we -- w e l l , my 

c l i e n t , could not have known t h a t an assignment had taken 

place. 

I t i s our p o s i t i o n t h a t the o p p o s i t i o n i n t h i s 

case i s e s s e n t i a l l y p u t t i n g f o r t h a case f o r convenience of 

nece s s i t y . The op p o s i t i o n , as the evidence w i l l develop, 

i s t h a t i t i s more a question of another commercial 

operator of the sa l t w a t e r disposal f a c i l i t y t h a t i s less 

than h a l f a mil e away, i s opposing t h i s A p p l i c a t i o n s o l e l y 

on the basis t h a t they're — We don't know. We f i g u r e i t ' s 

f o r t he basis of simply e l i m i n a t i n g c o m p e t i t i o n . 
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The r e a l question here i s going t o be, and we 

w i l l demonstrate, t h a t there i s no adverse e f f e c t on 

c o r r e l a t i v e r i g h t s . The evidence w i l l show t h a t the 

f o r m a t i o n , the i n j e c t i o n formation, the i n t e r v a l , i s 

e s s e n t i a l l y — w e l l , i t i s watered out, t h a t t h e r e i s no 

p r o d u c t i v e c a p a b i l i t y , there never has been any, and t h e r e 

w i l l not be any i n the f u t u r e . So i n terms of 

conservation, t h i s case, we w i l l show, should be approved. 

Now, f i n a l l y l e t me address a n o t i c e d e f i c i e n c y 

t h a t was noted by the D i v i s i o n i n i t s order denying t h i s 

A p p l i c a t i o n . 

Notice was t h a t surface owners who owned an acre 

were not n o t i f i e d . That was i n f a c t t r u e . I n the i n t e r i m , 

one of the partners of Pronghorn Management has purchased 

t h a t one acre of land. So n o t i c e requirements as f a r as 

the surface owner should not be r e l e v a n t any f u r t h e r . 

This morning I was handed a b r i e f , Pronghorn, 

r e l a t i n g t o whether or not the A p p l i c a n t may from a 

s u b s t a n t i v e p o i n t , not from a r e g u l a t o r y p o i n t , dispose 

t h e i r s a l t w a t e r i n t o minerals under which t h e r e i s no o i l 

and gas lease i n Pronghorn Energy or Pronghorn Management. 

That i s also a misnomer. Testimony w i l l show 

t h a t the New Mexico State Land Commissioner i s the 

a d m i n i s t r a t o r of the minerals u n d e r l y i n g the surface of the 

s a l t w a t e r d i s p o s a l f a c i l i t y or proposed w e l l , and t h a t the 
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Commissioner w i l l not issue as a matter of p o l i c y a 

sa l t w a t e r d i sposal easement u n t i l the r e g u l a t o r y aspect, an 

order from the O i l Conservation D i v i s i o n , or now the 

Commission, i s i n hand. 

So we are going t o have a chicken-and-egg 

s i t u a t i o n here. We cannot, as a necessary p r e s e n t a t i o n 

here, show t h a t we have a sa l t w a t e r d i s p o s a l easement from 

the Commissioner of Public Lands, but we w i l l present 

testimony w i t h what I have j u s t s t a t e d , t h a t c o n d i t i o n 

precedent t o g e t t i n g an easement from the Commissioner of 

Pub l i c Lands i s going t o be an order from the Commission. 

With t h a t I ' l l close. Thank you. 

CHAIRMAN WROTENBERY: Thank you, Mr. P a d i l l a . I 

j u s t wanted t o ask a couple of p r e l i m i n a r y questions on the 

n o t i c e issue t h a t you r a i s e d and also the question of 

Pronghorn's r i g h t t o dispose of s a l t w a t e r i n t h i s zone. 

As I understand i t , you're going t o show i n your 

testimony today t h a t Pronghorn or i t s p a r t n e r i n t h i s 

o p e r a t i o n has acquired the surface acreage? 

MR. PADILLA: The one acre of surface t h a t was a 

co n t e n t i o n a t the l a s t hearing. 

CHAIRMAN WROTENBERY: Okay, t h a t i s the acre on 

which t h i s w e l l i s located; i s t h a t r i g h t ? 

MR. PADILLA: I don't b e l i e v e i t i s . I t was j u s t 

w i t h i n the one-half-mile c i r c l e . I t ' s w i t h i n the h a l f 
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m i l e , and i t l i e s w i t h i n a h a l f m i l e of the proposed 

i n j e c t i o n w e l l . But my c l i e n t s a t t h a t time were unaware 

t h a t t h i s couple by the name of Moreno owned an acre of 

land, surface of land, out th e r e . 

CHAIRMAN WROTENBERY: Okay. So who owns the 

surface on which the w e l l i s located? 

MR. PADILLA: As I understand i t , i t ' s t he State 

of New Mexico. 

CHAIRMAN WROTENBERY: Okay. There was i n the 

m a t e r i a l s I had looked a t --

COMMISSIONER BAILEY: I t ' s my understanding t h a t 

the State of New Mexico does not own the surface --

CHAIRMAN WROTENBERY: Okay. 

COMMISSIONER BAILEY: — and t h a t t he 

Commissioner of Public Lands does not issue s a l t w a t e r 

d i s p o s a l easements where we do not own the surface. 

CHAIRMAN WROTENBERY: Okay. You had — 

MR. PADILLA: Madame Chairman — 

CHAIRMAN WROTENBERY: — as we requested, 

submitted the e x h i b i t s beforehand, and ther e was some 

i n f o r m a t i o n i n one place t h a t the State of New Mexico owned 

the surface, and then i n another place i t i n d i c a t e d or 

suggested t h a t perhaps — 

MR. PADILLA: My c l i e n t has j u s t c o r r e c t e d me and 

sa i d the w e l l i s located on t h a t one acre of land t h a t they 
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have purchased. 

CHAIRMAN WROTENBERY: Okay, and t h a t ' s what your 

testimony w i l l show today? 

MR. PADILLA: Right. 

CHAIRMAN WROTENBERY: Okay. That c l e a r s up t h a t 

p a r t i c u l a r issue. 

And then the other one was the one r e l a t e d t o 

what k i n d of approval you needed from the Commissioner of 

Publ i c Lands t o conduct commercial s a l t w a t e r d i s p o s a l 

operations on t h i s t r a c t . And you i n d i c a t e d i n your 

opening statement t h a t perhaps you do need some approval, 

but — 

MR. PADILLA: Well, since i t ' s commercial i n 

nature, as I understand the r u l e s of the Land Commissioner, 

i f you have -- w e l l , Chesapeake has t h e i r o i l and gas lease 

t h e r e . So Chesapeake could, under the o i l and gas lease, 

dispose of s a l t w a t e r on the lease produced from t h a t lease. 

But when you b r i n g t h i r d - p a r t y water from somewhere e l s e , 

you have t o have a sa l t w a t e r easement and some k i n d of 

waiver from Chesapeake. Chesapeake has given us t h a t 

waiver, and t h a t w i l l be p a r t of our p r e s e n t a t i o n as w e l l . 

CHAIRMAN WROTENBERY: Okay, and you have t o have 

an easement from Chesapeake because they own what k i n d of 

i n t e r e s t i n the property? And I would l i k e t o get t h i s 

c l a r i f i e d because a c t u a l l y , had i t been my understanding 

STEVEN T. BRENNER, CCR 
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t h a t i f you were t a l k i n g about a dis p o s a l o p e r a t i o n , t h a t 

the easement you needed was from the surface owner, but 

th e r e was some discussion i n the m a t e r i a l s about needing 

approval from the --

MR. PADILLA: Well — 

CHAIRMAN WROTENBERY: — Land Commissioner, as 

w e l l as from Chesapeake, and --

MR. PADILLA: Well, as I understand t h i s — 

CHAIRMAN WROTENBERY: — I'm t r y i n g t o s o r t 

through a l l t h i s . 

MR. PADILLA: — b r i e f , and I've read i t r e a l 

q u i c k l y and I t h i n k I understand the argument, i s t h a t — 

the argument i s t h a t because i t i s a commercial s a l t w a t e r 

d i s p o s a l — i t w i l l be a commercial s a l t w a t e r d i s p o s a l 

o p e r a t i o n , t h a t you necess a r i l y have t o have an a n c i l l a r y 

type of r i g h t t o dispose of the s a l t w a t e r t h a t doesn't 

a r i s e from the o i l and gas lease, because i f i t were water 

being disposed of from the o i l and gas lease, then -- and 

Chesapeake was the operator of the s a l t w a t e r d i s p o s a l 

f a c i l i t y , I t h i n k i t would be a l l r i g h t . 

But i f you're b r i n g i n g the s a l t w a t e r from 

somewhere o f f of the lease -- and t h a t may be the case i n 

t h i s case — then I t h i n k you have t o have a s a l t w a t e r 

d i s p o s a l easement from the Commissioner of Pu b l i c Lands, 

together w i t h some waiver from the person — 

STEVEN T. BRENNER, CCR 
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CHAIRMAN WROTENBERY: Yeah, I would suggest you 

research t h a t a l i t t l e f u r t h e r . That doesn't f i t w i t h my 

understanding of the r e l a t i o n s h i p s between the v a r i o u s 

i n t e r e s t owners, i f you're t a l k i n g about d i s p o s a l i n t o a 

nonproductive zone. But t h a t i s an issue t h a t t he 

Commission would appreciate you b r i e f i n g f o r us --

MR. OWEN: Madame Examiner --

CHAIRMAN WROTENBERY: — a f t e r t h i s p a r t i c u l a r 

proceeding, and w e ' l l cover t h a t a t the end of the hearing, 

i f you could. We'll give an o p p o r t u n i t y f o r both p a r t i e s 

t o submit some b r i e f i n g m a t e r i a l s on those p a r t i c u l a r 

issues. 

MR. OWEN: Madame Examiner, I have prepared a 

b r i e f on — and I haven't spent a whole l o t more time w i t h 

i t than Mr. P a d i l l a has. I f i l e d i t t h i s morning. And I'm 

going t o hand i t t o you i n a minute, and i t t r e a t s t h a t 

issue. And I expect t h a t Mr. P a d i l l a w i l l a p preciate the 

o p p o r t u n i t y t o respond t o t h a t b r i e f and t h a t w i l l be f i n e . 

CHAIRMAN WROTENBERY: Uh-huh. 

MR. OWEN: I f you'd l i k e me t o giv e an opening, 

I'm more than happy t o do so. 

I t ' s our p o s i t i o n t h a t i n order t o operate a 

commercial s a l t w a t e r disposal w e l l i t r e q u i r e s the 

permission of both the surface owner and a mineral lease or 

a mineral s a l t w a t e r disposal easement d e a l i n g s p e c i f i c a l l y 
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w i t h the minerals, because you are i m p a i r i n g the m i n e r a l 

e s t a t e by i n j e c t i n g f l u i d s i n t o t h a t e s t a t e , whether or not 

i t i s p r o d u c t i v e . There are hydrocarbons t h e r e which a t 

some f u t u r e date could be recoverable. 

And I w i l l — This b r i e f t r e a t s t h a t issue and 

why i t i s not permissible t o i n j e c t w i t h o u t having a 

s p e c i f i c lease from the owner of the minerals. 

CHAIRMAN WROTENBERY: Okay. Thank you, Mr. Owen. 

We w i l l request the submission --

MR. OWEN: Well, I can go ahead and — 

CHAIRMAN WROTENBERY: — of those b r i e f s — 

MR. OWEN: — give you mine now, but again — 

CHAIRMAN WROTENBERY: — and then, Mr. P a d i l l a , 

we w i l l give you an op p o r t u n i t y t o r e p l y . 

MR. PADILLA: Madame Chairman, I have a copy f o r 

the c o u r t r e p o r t e r and we have one a d d i t i o n a l e x h i b i t , 7, 

t h a t we d i d not provide. 

CHAIRMAN WROTENBERY: Okay. We have a new 

Pronghorn E x h i b i t 7. Did you provide a copy t o Mr. Owen? 

Thank you. 

Mr. Owen, d i d you want t o say anything else by 

way of opening statement? 

MR. OWEN: Very b r i e f l y , madame Examiner, which, 

as Mr. Brooks knows, i s u s u a l l y not t h a t b r i e f . 

This matter d i d i n i t i a l l y begin w i t h an 
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a d m i n i s t r a t i v e proceeding, and an approval was issued by 

the D i v i s i o n . However, i t was determined t h a t t h e r e was no 

n o t i c e t o my c l i e n t , DKD, LLC. DKD f i l e d an o b j e c t i o n , the 

Examiner set i t f o r hearing. The approval was suspended. 

At the hearing i t turned out t h a t i n f a c t 

Pronghorn d i d not own the surface, i n f a c t Pronghorn d i d 

not own the minerals, i n f a c t Pronghorn d i d not provide 

n o t i c e t o the surface owner, i n f a c t Pronghorn d i d not 

provide n o t i c e t o the mineral owner, i n f a c t Pronghorn d i d 

not get the permission of the surface owner and d i d not get 

the permission of the mineral owner t o i n j e c t . 

E s s e n t i a l l y , i t was a case where I would be going t o your 

house and throwing t r a s h on your lawn w i t h o u t any of your 

knowledge or approval. 

Since t h a t time, Pronghorn has secured ownership 

of the surface, and t h a t i s not an issue a t t h i s hearing. 

Since t h a t time, Pronghorn has not obtained a 

miner a l lease or assignment of a mineral lease from the 

miner a l owner. The mineral owner i s the State of New 

Mexico. The mineral lessee i s Chesapeake. Mr. P a d i l l a has 

s t a t e d t h a t Chesapeake has the r i g h t t o i n j e c t m inerals. 

That's t r u e . Pronghorn does not. There i s no assignment 

of the lease from Chesapeake t o Pronghorn. 

There were other issues r a i s e d a t the D i v i s i o n . 

There i s the p o s s i b i l i t y of productive hydrocarbons from 
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the horizons i n t o which Pronghorn proposes t o i n j e c t , and 

we w i l l continue t o explore t h a t issue a t today's hearing. 

There was an a d d i t i o n a l issue a t the D i v i s i o n 

Hearing which was whether Pronghorn was a respon s i b l e 

operator, because of surface waste a l l around the s u b j e c t 

area. Pronghorn has since t h a t time cleaned up most of 

t h a t waste, and we w i l l not be pressing t h a t issue a t 

today's hearing. 

E s s e n t i a l l y the issue a t today's hearing i s , who 

owns the minerals and what r i g h t does Pronghorn have t o 

i n j e c t i n t o those minerals? And t h a t i s the p o i n t which we 

w i l l be addressing at today's hearing. 

CHAIRMAN WROTENBERY: Thank you, Mr. Owen. 

Okay, Mr. P a d i l l a , would you l i k e t o c a l l your 

f i r s t witness? 

MR. PADILLA: We'll c a l l G.A. Baber a t t h i s time. 

CHAIRMAN WROTENBERY: Good morning, Mr. Baber. 

MR. BABER: Good morning. 

GUY A. BABER. I I I , 

t he 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. PADILLA: 

Q. Mr. Baber, please s t a t e your f u l l name. 

A. Guy A l l e n Baber, I I I . 
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Q. Mr. Baber, where do you l i v e ? 

A. I l i v e i n Hobbs, New Mexico. 

Q. Mr. Baber, what i s your connection w i t h the 

Ap p l i c a n t , Pronghorn Management Corp.? 

A. I'm president of Pronghorn Management and 

ope r a t i n g manager. 

Q. Mr. Baber, d i d you t e s t i f y a t the D i v i s i o n 

Hearing and had your c r e d e n t i a l s accepted as a matter of 

record as a p r a c t i c a l oilman? 

A. Yes, s i r . 

MR. PADILLA: Ms. Chairman, we tender Mr. Baber 

as a p r a c t i c a l oilman f o r purposes of the testimony i n t h i s 

case. 

CHAIRMAN WROTENBERY: Any obj e c t i o n ? 

MR. OWEN: Madame Chairman, i t ' s our 

understanding t h a t the Applicant i s going t o present a 

petroleum engineer, and we do note t h a t t h i s witness i s not 

a petroleum engineer, and h i s testimony on t h a t s u b j e c t 

should be l i m i t e d t o recognize t h a t he i s not an expert i n 

t h a t matter. 

CHAIRMAN WROTENBERY: Thank you. And Mr. 

P a d i l l a , you are o f f e r i n g him as a — 

MR. PADILLA: -- p r a c t i c a l oilman. 

CHAIRMAN WROTENBERY: — p r a c t i c a l oilman? 

MR. PADILLA: And c e r t a i n l y as an o f f i c e r i n the 
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A p p l i c a n t c o r p o r a t i o n . 

CHAIRMAN WROTENBERY: Well, w e ' l l accept h i s 

q u a l i f i c a t i o n s as a p r a c t i c a l oilman and o f f i c e r i n the 

c o r p o r a t i o n . And Mr. Owen, i f you w i l l watch f o r us, I 

assume you w i l l o b j e c t i f you hear some expert o p i n i o n t h a t 

you do not be l i e v e he's q u a l i f i e d t o gi v e . 

MR. OWEN: I ' d be happy t o , madame Examiner. 

Q. (By Mr. P a d i l l a ) Mr. Baber, you've already heard 

me t a l k about the h i s t o r y of t h i s A p p l i c a t i o n , but can you 

b r i e f l y make t h a t — r e c i t e a b r i e f h i s t o r i c a l background 

of t h i s A p p l i c a t i o n , how you decided t o do t h i s p r o j e c t ? 

A. We were i n the process of having t o pl u g out some 

w e l l s , Wells 1 and 4, and Well Number 3 had already been 

plugged on the State "T" lease, and we were t r y i n g t o 

decide maybe something we could do w i t h the w e l l other than 

plugging i t . We d i d n ' t r e a l l y want t o plug i t prematurely, 

and we came up w i t h the idea on the s a l t w a t e r d i s p o s a l , had 

t h i s zone of i n t e r e s t i n the San Andres and G l o r i e t a t h a t 

we thought p o s s i b l y would make a v i a b l e d i s p o s a l w e l l , and 

t a l k e d w i t h some i n t e r e s t e d p a r t i e s i n the area and 

proceeded t o f i l e the A p p l i c a t i o n f o r SWD. 

Q. What happened w i t h the A p p l i c a t i o n ? 

A. We f i l e d the A p p l i c a t i o n , submitted the n o t i c e s 

t h a t we thought were proper, and the A p p l i c a t i o n was 

accepted, SWD-8 3 6 was accepted. 
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Q. Okay, l e t ' s cut t o the chase here. Let's get t o 

E x h i b i t Number 1 and have you i d e n t i f y t h a t f o r the 

Commission, please. 

A. This i s the A p p l i c a t i o n f o r a u t h o r i z a t i o n t o 

i n j e c t , the C-108 t h a t we submitted A p r i l 5th of 2 002. 

MR. OWEN: Madame Examiner — Do you have an 

e x t r a copy, Mr. Pa d i l l a ? 

MR. PADILLA: Sure. 

Q. (By Mr. P a d i l l a ) Who's the A p p l i c a n t shown on 

t h a t C-108? 

A. The Applicant would be Pronghorn Management 

Corporation. 

Q. Nothing has changed w i t h regard t o t h a t , t o the 

Applicant? 

A. No, s i r . 

Q. I n f a c t , has anything changed — Has t h i s C-108 

changed i n any regard t o the one you f i l e d o r i g i n a l l y , 

i n i t i a l l y ? 

A. No, i t has not. 

Q. Okay. So t h i s i s s t i l l the same C-108 t h a t was 

used f o r the a d m i n i s t r a t i v e a p p l i c a t i o n ? 

A. Yes, s i r . 

Q. Okay. Let's t u r n t o the second page. I s t h a t 

your sig n a t u r e there? 

A. Yes, s i r . 
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Q. Let's go t o the t h i r d page, and t e l l us what t h a t 

i s . 

A. This i s the i n f o r m a t i o n submitted f o r what the 

i n j e c t i o n w e l l w i l l look l i k e , what s i z e t u b i n g w i l l be i n 

the hole, i t would be i n t e r n a l l y p l a s t i c - c o a t e d t u b i n g , 

what type of packer, what depth the packer w i l l be s e t . I n 

a d d i t i o n , a d d i t i o n a l data i s the name of the i n j e c t i o n 

f o r m a t i o n , the San Andres t o the G l o r i e t a , and what pool 

t h a t the lease i s i n now, and then how we're going t o 

abandon the Wolfcamp w i t h a cast i r o n b r i d g e plug and 

cement on top of t h a t . 

Q. Okay, are you loo k i n g a t the schematic a t t h i s 

p o i n t ? 

A. No, s i r , I'm s t i l l on the page we were t a l k i n g 

about. 

Q. Looking at Item Number 5, the question i s , give 

the names and depths of any o i l and gas zones u n d e r l y i n g or 

o v e r l y i n g the proposed i n j e c t i o n zone i n t h i s area. And 

the Grayburg and Paddock are l i s t e d as the o v e r l y i n g and 

u n d e r l y i n g formations; i s t h a t c o r r e c t ? 

A. Yes, s i r . 

Q. Did those two formations produce any o i l and gas? 

A. They're nonproductive. They're j u s t t he 

form a t i o n tops i n t h i s geographical s e c t i o n t h a t are above 

the San Andres and below the G l o r i e t a . 

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 

20 

Q. Going t o item number 2 t h e r e , the name of the 

i n j e c t i o n formation, the San Andres and the G l o r i e t a i s 

what you have th e r e . Generally, can you t e l l t he 

Commission where the tops and bottoms of those two 

formations are? 

A. Generally, the top of the San Andres runs around 

5000 f e e t , and the G l o r i e t a w i l l be around about — r i g h t 

around 6500 f e e t . 

Q. The bottom? 

A. Yes, s i r . 

Q. The base? 

A. The base. 

Q. Okay. I s the San Andres and G l o r i e t a p r o d u c t i v e 

i n t h a t area? 

A. No, s i r . 

Q. Let's go on t o the schematic, and t e l l the 

Commission what t h a t shows. 

A. This i s the wellbore schematic as we perceive i t 

w i l l look l i k e a f t e r our work i s done, a f t e r we've done our 

cementing and plug work and run our cement bottom l o g and 

have i t approved w i t h the O i l Commission. This i s the 

schematic t h a t h o p e f u l l y the wellbore w i l l look l i k e when 

we have our work complete. 

Q. Now, the bottom of t h a t page, the i n j e c t i o n 

i n t e r v a l shows 6000-6200 feet? 
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A. Yes, s i r . 

Q. Has t h a t changed? 

A. Yes, s i r , we would l i k e t o have i t a t 6400 f e e t , 

as a d v e r t i s e d , 6000 t o 6400 f e e t . 

Q. And when d i d t h a t change? 

A. I t changed from our A p p l i c a t i o n t o — i t looked 

l i k e t o me from when we went from the approved a p p l i c a t i o n 

t i l l we came up here t o the f i r s t hearing. I v i s i t e d Mr. 

Jones, W i l l Jones, w i t h the O i l Commission. He was 

revie w i n g our A p p l i c a t i o n and he c a l l e d me up and was 

v i s i t i n g w i t h me, and he said i t looks l i k e t h e r e should be 

— there's a zone there from 6200 t o about 6400 t h a t should 

be of i n t e r e s t or should p o s s i b l y take f l u i d . 

And at t h a t time I said, Well, l e t me look a t the 

logs, and I ' l l get back w i t h you. 

So I looked at my logs, and he was c o r r e c t t h a t 

we needed -- p o s s i b l y needed t o have a d d i t i o n a l footage i n 

t h i s zone. And at t h a t p o i n t i n time I d i d n ' t t h i n k i t 

was, you know, t h a t b i g a deal because we were obviously 

s t i l l i n the San Andres and the G l o r i e t a , w i t h the San 

Andres and G l o r i e t a being, you know, somewhere around 1500 

f e e t or so, v e r t i c a l depth. 

MR. PADILLA: Ms. Chairman, I n o t i c e t h a t I 

d i d n ' t give a copy of the e x h i b i t t o the Commission's 

counsel. 
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MS. LEACH: Thank you. 

MR. PADILLA: Sorry. 

Q. (By Mr. P a d i l l a ) I s t h i s s t i l l the p i c t u r e as 

you propose t o do t h i s p r o j e c t ? 

A. The p i c t u r e , i t would be t h i s p e r f o r a t i o n — 

would e n t a i l some p e r f o r a t i o n s down t o the 6400 f o o t . This 

shows 6000 t o 6200 f o o t , but i t — the 6000 t o 6400 f o o t 

s t i l l again i n the San Andres and G l o r i e t a i n t e r e s t , zone 

of i n t e r e s t . 

Q. Let's go on t o the next page. What i s t h a t ? 

A. This again i s the wellbore schematic of what we 

perceive the wellbore t o look l i k e and equipment t h a t w i l l 

be i n the hole once the work i s complete. 

Q. Just a s l i g h t l y l a r g e r v e r s i o n of the one on the 

previous page, r i g h t ? 

A. Yes, t h a t ' s c o r r e c t . 

Q. Okay, l e t ' s go on t o the next page. What i s 

tha t ? 

A. This i s a d d i t i o n a l i n f o r m a t i o n attached w i t h our 

C-108 t h a t ' s r e q u i r e d , t h a t we were r e q u i r e d t o submit. 

Q. Let's d i r e c t your a t t e n t i o n t o Roman numeral V I I . 

What does t h a t Roman numeral V I I show? 

A. This shows what we're hoping t h a t w e ' l l be able 

t o take i n and i n j e c t , 1500 b a r r e l s of f l u i d a day. I t 

w i l l be a closed system. We p r o j e c t our average pressures 
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w i l l be around 500 pounds w i t h p o s s i b l y maximum pressure of 

1000 pounds. We w i l l be t a k i n g i n produced water from the 

area, probably most of i t trucked i n . And then we included 

a water a n a l y s i s of f r e s h water, and then some a n a l y s i s of 

the s a l t w a t e r disposal water t h a t we might be t a k i n g i n t o 

our d i s p o s a l system. 

Q. Roman Numeral V I I I --

CHAIRMAN WROTENBERY: Mr. Baber, I'm s o r r y t o 

i n t e r r u p t , but whi l e we're on number V I I l e t me j u s t ask 

q u i c k l y , what do you mean when you say i t ' s a closed 

system? 

THE WITNESS: That w i l l be — There's no open 

tops, no open tanks i n the closed system, and we w i l l 

p o s s i b l y have t o pump f l u i d i n t o the hole. Everything w i l l 

be closed, everything w i l l be — 

CHAIRMAN WROTENBERY: How w i l l water be d e l i v e r e d 

i n t o the system? What w i l l the d r i v e r do? 

THE WITNESS: We'll have tanks t h e r e , and t h e y ' l l 

j u s t unload t h e i r hose, connect t o our tanks, open up the 

valves and then pump i n t o our tanks. And then from our 

tanks we w i l l e i t h e r -- you know, w e ' l l have the w e l l open, 

and w e ' l l e i t h e r have our pump hooked up or -- h o p e f u l l y 

f o r some time, maybe the w e l l w i l l be on a vacuum. So i t 

w i l l a l l be contained and enclosed. 

CHAIRMAN WROTENBERY: Thank you — 
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COMMISSIONER LEE: So you — 

CHAIRMAN WROTENBERY: — f o r t h a t c l a r i f i c a t i o n . 

Oh, I'm s o r r y , Dr. Lee? 

COMMISSIONER LEE: So you don't have an open 

pump? 

THE WITNESS: No, s i r . 

COMMISSIONER LEE: Are you going t o r e t r i e v e t h a t 

o i l ? 

THE WITNESS: Pardon me, I d i d n ' t understand you, 

Commissioner Lee. 

COMMISSIONER LEE: The di s p o s a l pump, you don't 

need t o have a settlement? 

THE WITNESS: No, s i r . No, we w i l l not have any 

open p i t s or pond or anything of t h a t nature. 

COMMISSIONER LEE: Are you going t o r e t r i e v e the 

condensate? 

THE WITNESS: Yes, s i r , we p o s s i b l y w i l l , i f 

there's a — i f t h a t ' s a v a i l a b l e t o us. 

COMMISSIONER LEE: Do you have a f i l t e r f a c i l i t y ? 

THE WITNESS: We'll have a f i l t e r f a c i l i t y , 

heater t r e a t e r , whatever surface equipment i s necessary t o 

take care of t r e a t i n g the condensate o i l , whatever might be 

brought t o us i n t h a t manner. 

COMMISSIONER LEE: Do you have a pl a n t ? 

THE WITNESS: A plan? 
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COMMISSIONER LEE: Or a f a c i l i t y ? 

THE WITNESS: We do not have the surface 

f a c i l i t i e s -- I do not have a schematic of t h a t as of y e t . 

COMMISSIONER LEE: Thank you. 

CHAIRMAN WROTENBERY: Thank you, Mr. Baber. 

Q. (By Mr. P a d i l l a ) Roman numeral V I I I , t h a t 6000 

t o 6200, i t ' s not accurate here. I t should be 6400? 

A. Yes, s i r . 

Q. Okay. That also i d e n t i f i e s the O g a l l a l a 

f o r m a t i o n as being the freshwater a q u i f e r i n the area? 

A. That's r i g h t . 

Q. And y o u ' l l have some more f o l l o w i n g i n t h i s 

e x h i b i t i n d i c a t i n g the freshwater sources i n the area? 

A. Yes, s i r . 

Q. Okay, l e t ' s go on t o the next page. Would you 

t e l l us what t h a t shows? 

A. This i s the h a l f - m i l e r a d i u s , as r e q u i r e d , of the 

w e l l s t h a t are i n t h i s area. 

Q. Are any of those w e l l s p r o d u c t i v e i n the San 

Andres or Gl o r i e t a ? 

A. No, s i r . 

Q. Where are these w e l l s completed? 

A. They're Wolfcamp or the Strawn f o r m a t i o n , which 

i s a q u i t e a b i t deeper horizon. 

Q. I s the DKD w e l l shown i n here? 
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A. Yes, i t i s . 

Q. Would you t e l l the Commission where i t i s ? 

A. I t ' s the Watson 1-6. 

Q. About how f a r away i s i t --

A. From the — 

Q. From your proposed i n j e c t i o n w ell? 

A. Right at 2000 f e e t . 

Q. What i s on the next page? There's another, 

bigger c i r c l e t h e r e . What i s that? 

A. These are w e l l s t h a t are i n the two-mile area. 

Q. Are any w e l l s i n t h a t two-mile area p r o d u c t i v e i n 

the San Andres or Gl o r i e t a ? 

A. No, s i r . 

Q. Let's go on t o the page f o l l o w i n g the two-mile. 

What i s shown on that? 

A. These are the w e l l s t h a t we've — t h a t are i n a 

h a l f - m i l e r a d i u s , t h a t we show t h a t are — what zone 

the y ' r e i n and what t h e i r s t a t u s i s , as f a r as a c t i v e or 

i n a c t i v e or P-and-A, plugged and abandoned. 

Q. Are there any w e l l s t h a t were completed -- any of 

these w e l l s ever completed anywhere near the San Andres or 

the G l o r i e t a ? 

A. No, s i r . 

Q. Let's go on t o the next page. What does t h a t 

i n d i c a t e , show? 
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A. This i s a l i s t of the w e l l s i n the h a l f - m i l e 

r a d i u s t h a t shows how the w e l l s are d r i l l e d , what s i z e 

casing was run, what depth casing was run t o , where cement 

was c i r c u l a t e d t o or where the top of the cement i s . 

Q. I n a l l the p r i o r proceedings before the O i l 

Conservation D i v i s i o n , was there any question as t o whether 

the cement on any of these w e l l s was inadequate or 

problematic? 

A. Not t h a t I have seen. 

Q. Did the D i v i s i o n t e l l you i n any way t h a t t h e r e 

was a problem t h a t you had t o rework the w e l l s i n order t o 

do s a l t w a t e r i n j e c t i o n ? 

A. The only w e l l we'd have t o rework i s the State 

"T" Number 2. 

Q. And t h a t i s an i n j e c t i o n well? 

A. That i s our proposed i n j e c t i o n w e l l , yes, s i r . 

Q. Okay. Following t h a t , f o l l o w i n g the t h r e e pages 

of t h a t w e l l data, there are a number of C-103s. What are 

those intended t o show? 

A. These are subsequent r e p o r t s of the C-103s t h a t 

the w e l l s were p r o p e r l y abandoned and approved by the O i l 

and Gas Commission. 

Q. And a schematic f o r each of those w e l l s i s also 

shown; i s t h a t r i g h t ? 

A. The schematic shows how the w e l l was plugged, 
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where the cement plugs are and how the w e l l s look today i n 

a plug-and-abandonment s t a t u s . 

Q. I n terms of t h i s A p p l i c a t i o n , i s t h e r e anything 

contained i n the C-103s of the w e l l s i n the o n e - h a l f - m i l e 

c i r c l e t h a t would i n d i c a t e t h a t — or would be adverse t o 

s a l t w a t e r i n j e c t i o n ? 

A. No, s i r . 

Q. Down the l i n e here, there's some freshwater data. 

Can you t e l l us what the f i r s t s a l t w a t e r — or State 

Engineer's data sheet indicates? 

A. These are the w e l l s t h a t are i n the Section 6 

area, and shows what depth water i s i n f e e t , shows minimum 

40 f e e t , maximum of 65 f e e t , and average depth i s 56 f e e t . 

Q. How many w e l l s are --

A. There's 20 w e l l s . 

Q. And the average depth i s 56 feet? 

A. Yes, s i r . 

Q. Okay, what else — what f o l l o w s t h a t page? 

A. And t h i s i s an analysis of the water, groundwater 

i n the area. 

Q. Can you t e l l the Commission what k i n d of water i s 

being produced from those wells? 

A. Well, i t looks — f r e s h water, i t doesn't look 

l i k e there's any problem w i t h i t . 

Q. I n terms of the s a l t w a t e r proposal t h a t you have 
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before the Commission and t h i s f r e s h water, i s t h e r e any 

danger of contaminating freshwater sources? 

A. I don't b e l i e v e so. A l l the water zones are 

pr o t e c t e d w i t h cement and casing throughout a l l the w e l l s 

t h a t we looked a t . 

Q. Let's go back and take one w e l l , l e t ' s take the 

f i r s t w e l l and show the Commission how t h a t -- on the f i r s t 

C-103, l e t ' s do a schematic one, and t e l l us how t h a t w e l l 

i s cemented t o avoid contamination of the shallow l e v e l s . 

A. The f i r s t C-103? 

Q. The f i r s t C-103. And l e t ' s t u r n t o the 

schematic. 

A. That would be the State "C" Number 2, Charles B. 

G i l l e s p i e . 

Q. Charles B. G i l l e s p i e , State "C" Number — Well, I 

have the "C" Number 1 — Number 2, I'm s o r r y . 

A. A l l these w e l l s are r e q u i r e d — a m a j o r i t y of the 

w e l l s are r e q u i r e d , where your 13-3/8-inch casing i s set a t 

366 f e e t , t h a t takes care of i s o l a t i n g the water zones. 

And then you cement i t . This w e l l had been cemented w i t h 

2 50 sacks of cement, and i t shows t h a t i t has been 

c i r c u l a t e d back t o surface. 

Q. Back t o the surface? 

A. Yes, s i r . 

Q. And the freshwater a q u i f e r s , or sources, would be 
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above t h a t 3 66 feet? 

A. Yes, s i r , t h a t ' s c o r r e c t . 

Q. Okay. 

CHAIRMAN WROTENBERY: Mr. P a d i l l a , j u s t f o r the 

record l e t ' s get t h i s c l a r i f i e d , because on the schematic 

i t does say t h a t i t ' s the State "C" Well Number 1, although 

on the C-103 i t r e f e r s t o the State "C" Well Number 2. Are 

we l o o k i n g a t the same w e l l on these two sheets? 

MR. PADILLA: That's a good question, Mr. Baber. 

THE WITNESS: I can't t e l l you. I n o t i c e d t h a t 

myself. I can't t e l l you whether t h a t ' s the same w e l l or 

not, but I can t e l l you t h a t a l l the w e l l s i n t h i s area 

have the same type of casing program and cementing program 

as f a r as s e t t i n g your 13-3/8-inch surface casing and 

c i r c u l a t i n g cement t o surface. 

And the approximate depths, we can go through 

these. The next one, the State "B" Number 3, and i t i s 

Well Number 3, 13-3/8 i s set a t 375 f e e t , and 275 sacks of 

cement and i t i s c i r c u l a t e d . 

The State "B" Number 1, the next one, would be 

the same type of program, 13-3/8-inch casing set a t 365 

f e e t , which I t h i n k y o u ' l l f i n d throughout the s e c t i o n or 

h a l f - m i l e radius area of i n t e r e s t . 

CHAIRMAN WROTENBERY: Mr. Baber, d i d you prepare 

these schematics based on the i n f o r m a t i o n on the C-103 
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or — 

THE WITNESS: These are a matter or recor d w i t h 

the O i l Commission. 

CHAIRMAN WROTENBERY: Okay. 

Q. (By Mr. P a d i l l a ) Okay, l e t ' s go back t o the page 

t h a t f o l l o w s — w e l l , the Cardinal Laboratories page. What 

does t h a t show? 

A. That shows you the q u a l i t y of the water i n the 

area. 

Q. And what i s the q u a l i t y of the water i n the area? 

A. Well, I'm not a water expert or water a n a l y s i s , 

but ~ 

Q. Well, as f a r as you know. 

A. — i t looks -- I mean, the water looks f i n e . 

There's no problem w i t h the water. 

Q. I t ' s potable? 

A. Yes, s i r . 

Q. Okay, f o l l o w i n g t h a t i s a l i s t of o i l and gas 

pools. What i s t h a t supposed t o show? 

A. This i s a l i s t of pools t h a t are i n the area, not 

ne c e s s a r i l y i n t h i s s p e c i f i c area but i n southeast New 

Mexico, p o s s i b l e water t h a t would be t r a n s p o r t e d i n t o our 

lease, showing the -- you know, what the content of the 

c h l o r i d e s i s and, you know, obviously water w i t h h i g h t o t a l 

d i s s o l v e d s o l i d s . 
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Q. I n terms of c o m p a t i b i l i t y f o r i n j e c t i o n , are any 

of these pools incompatible — water produced from those 

pools incompatible w i t h the s a l t w a t e r i n j e c t i o n i n your 

proposed well? 

A. Not t h a t I know of. 

Q. Okay, what i s the Roman numeral V I I I page? 

A. This i s a l i s t of geographical tops t h a t we had 

gathered i n southeastern New Mexico, s p e c i f i c a l l y i n the 

area of the w e l l f o r our A p p l i c a t i o n . 

Q. For example, the Grayburg does not e x i s t i n t h a t 

area; i s t h a t r i g h t ? As f a r as you know? 

A. As f a r as I know, yes. 

Q. Okay, f i n a l l y we have a l i s t of o f f s e t operators 

and landowners. Who d i d you n o t i f y about t h i s A p p l i c a t i o n ? 

A. We n o t i f i e d as l i s t e d , the State Land O f f i c e , and 

then we n o t i f i e d the o f f s e t operators a t the time of 

Chesapeake Operating; Charles B. G i l l e s p i e , J r . ; Pronghorn 

Management; and Energen Resources. 

Q. Was DKD a person t h a t you — How d i d you a r r i v e 

at who the o f f s e t operators — Let me ask t h a t f i r s t . 

A. I t ' s a matter of record. 

Q. And was DKD an operator a t the time? 

A. No, s i r , they were not operator of record a t the 

time. 

Q. Why i s that? Why d i d you not give n o t i c e t o DKD? 
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A. Because t h e y were n o t -- we were n o t r e q u i r e d t o . 

They were n o t an o f f s e t o p e r a t o r a t t h e t i m e . Chesapeake 

was t h e o f f s e t o p e r a t o r a t t h e t i m e o f our A p p l i c a t i o n . 

Q. What i s your knowledge o f when DKD became an 

o p e r a t o r i n your area? 

A. They became -- as f a r as o p e r a t o r o f -- as f a r as 

assignment, t h e assignment was r e c o r d e d on May 1 4 t h , 2002. 

Q. When was your A p p l i c a t i o n made t o t h e OCD? 

A. A p r i l 5 t h , 2002. 

Q. D i d any o f the s e o p e r a t o r s , Chesapeake, C h a r l e s 

G i l l e s p i e , Energen Resources C o r p o r a t i o n — d i d any o f them 

o b j e c t t o yo u r A p p l i c a t i o n ? 

A. No, s i r , t h e y d i d n o t . 

Q. D i d t h e Land O f f i c e o b j e c t t o t h e A p p l i c a t i o n ? 

A. No, s i r , t h e y d i d n o t . 

CHAIRMAN WROTENBERY: Mr. Baber, how d i d you 

n o t i f y them? What d i d you send them? 

THE WITNESS: A l e t t e r , a c e r t i f i e d l e t t e r w i t h 

our l e g a l n o t i c e . And as r e q u i r e d , we p u b l i s h i t i n t h e 

newspaper. 

CHAIRMAN WROTENBERY: Thank you. 

THE WITNESS: They have a 15-day g r a c e p e r i o d , 

w a i t i n g p e r i o d . 

CHAIRMAN WROTENBERY: Thank you. 

MR. PADILLA: Ms. Chairman, members o f t h e 
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Commission, we ask t h a t the Commission take a d m i n i s t r a t i v e 

n o t i c e of the f i l e of the s a l t w a t e r d i s p o s a l — the 

a d m i n i s t r a t i v e s a l t w a t e r disposal a p p l i c a t i o n , and also of 

the proceeding before the O i l Conservation D i v i s i o n . 

CHAIRMAN WROTENBERY: Let me j u s t ask you a quick 

question. I s there anything i n the A p p l i c a t i o n t h a t we 

haven't reviewed already here t h i s morning? 

MR. PADILLA: I t h i n k the correspondence t o the 

various operators would be i n the f i l e . 

CHAIRMAN WROTENBERY: Okay, thank you, Mr. 

P a d i l l a . 

Any o b j e c t i o n , Mr. Owen? 

MR. OWEN: I don't have any o b j e c t i o n t o t h a t , 

except f o r the f a c t t h a t we don't have the contents of the 

n o t i c e l e t t e r s which were sent t o these o f f s e t o perators, 

which w i l l be an issue i n my cross-examination. 

MR. PADILLA: I t h i n k he can develop i t by cross 

i f he has a problem w i t h something. 

MR. OWEN: We don't have the documents i n f r o n t 

of us, so i t 1 s d i f f i c u l t f o r me t o cross. I f th e y ' r e going 

t o be admitted i n t o the record, then I ' d l i k e t o have them 

before us. 

CHAIRMAN WROTENBERY: Well, would you l i k e t o go 

get them i n a minute? We can take a break? 

MR. OWEN: That w i l l be f i n e . 
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CHAIRMAN WROTENBERY: Okay, t h e n yes, w e ' l l t a k e 

n o t i c e o f th o s e m a t e r i a l s . 

Q. (By Mr. P a d i l l a ) Mr. Baber, do you have a n y t h i n g 

e l s e c o n c e r n i n g t h e C-108 i t s e l f ? 

A. I do n ' t b e l i e v e so. 

Q. Okay, l e t ' s t u r n t o what we have marked as 

Pronghorn E x h i b i t Number 2 and have you i d e n t i f y t h o s e , 

p l e a s e . 

A. These a r e t h e subsequent r e p o r t s , t h e C-103s t h a t 

we have f i l e d f o r t h e S t a t e "T" W e l l Number 1, S t a t e "T" 

W e l l Number 3 and S t a t e "T" W e l l Number 4. 

Q. What w e l l s a re t h e s e , Mr. Baber? 

A. These are t h e w e l l s t h a t a r e i n t h i s a rea o f 

i n t e r e s t t h a t were b r o u g h t up i n our l a s t t e s t i m o n y t h a t 

we've p r o p e r l y plugged and abandoned and have t h e approved 

C-103s o f r e c o r d now. 

Q. A t t h e D i v i s i o n h e a r i n g t h e r e was t e s t i m o n y f r o m 

t h e o p p o s i t i o n s t a t i n g t h a t you hadn't c l e a n e d up t h e area . 

Do t h e s e C-103s address t h a t issue? 

A. Yes, t h e Commission has approved our C-103s. 

Q. And i s t h e s u r f a c e c l e a n e d up? 

A. Yes. 

Q. I n a l l t h r e e l o c a t i o n s ? 

A. Yes. 

Q. Okay. L e t ' s move on t o E x h i b i t Number 3 and have 
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you i d e n t i f y t h a t , please? 

A. This i s the warranty deed t h a t Mr. Dale Gandy, 

Gandy Corporation, purchased the surface i n the area of 

concern, of i n t e r e s t f o r our s a l t w a t e r d i s p o s a l o p e r a t i o n . 

Q. Was t h i s the -- Were the grantors i n t h i s deed, 

F e l i p e A. Moreno and Adelaida P. Moreno, were they the 

people who own the surface t h a t was a t issue a t the 

D i v i s i o n Hearing? 

A. Yes, s i r , they are. 

Q. Let me have you jump t o Pronghorn E x h i b i t Number 

7 and have you i d e n t i f y t h a t , please. 

COMMISSIONER LEE: Do we have t h a t ? 

CHAIRMAN WROTENBERY: Yes, Mr. P a d i l l a handed us 

Pronghorn E x h i b i t Number 7 at the beginning of t h i s 

proceeding. 

Q. (By Mr. P a d i l l a ) I s t h a t the Gandy Corporation 

— Well, number one, f i r s t l e t me ask you, what i s E x h i b i t 

7? 

A. This i s our l e t t e r agreement w i t h the proposed 

State "T" Number 2 sa l t w a t e r d i s p o s a l w e l l . 

Q. I s t h a t l i k e a p a r t n e r s h i p agreement, or what i s 

i t ? 

A. What i t i s , b a s i c a l l y , Pronghorn Management 

Corporation w i l l be the operator, and then as set out, 

Gandy Corporation w i l l have w i t h the purchase of the 
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$12,500 t o Pronghorn Management and the $12,500 t o Marks 

and Garner, he purchased 50 percent working i n t e r e s t i n 

t h i s p r o j e c t , l eaving Pronghorn w i t h 2 5 percent and Marks 

and Garner w i t h 2 5 percent working i n t e r e s t . 

Q. So Gandy i s your p a r t n e r , e s s e n t i a l l y ? 

A. Yes. 

Q. Okay. And Gandy now owns the surface t h a t was a t 

issue — 

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

Q. — a t the D i v i s i o n hearing? 

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

Q. Okay. Let's t u r n t o E x h i b i t Number 4 and have 

you i d e n t i f y t h a t f o r the Commission, please. 

A. This i s a l e t t e r w i t h my conversation from 

Chesapeake, i n a d d i t i o n t o the n o t i c e t h a t we sent them, i f 

they d i d n ' t have any o b j e c t i o n t o . I've t a l k e d t o Lynda, 

and she t a l k e d t o what we were t r y i n g t o get accomplished 

and presented t o see i f she'd have a problem w i t h sending 

us t h i s type of l e t t e r and s i g n i n g i t , documenting t h a t 

they don't have a problem at a l l w i t h what we're t r y i n g t o 

do out i n the San Andres and G l o r i e t a f o r m a t i o n and w i t h 

our permit t o dispose. 

Q. Do you have any other proposals, Chesapeake a t 

t h i s time? 

A. Since then I've been v i s i t i n g w i t h her and t r y i n g 
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t o get the o i l and gas assignment f o r t h i s p a r t i c u l a r 40-

acre t r a c t . 

Q. Over how much -- Over what i n t e r v a l ? 

A. The f i r s t proposal i s from a l l depths, but we've 

t a l k e d about -- I t ' s according t o what she can get through 

t o her supervisors. I t may be a l l depths, i t may l i m i t us 

from the surface t o the 6500-foot i n t e r v a l , which would be 

the base of the G l o r i e t a . 

Q. Do you a n t i c i p a t e any problem not being able t o 

get some k i n d of assignment? 

A. I n our conversation she sa i d t h a t she does not 

see any problems w i t h i t , other than t i m i n g . They're i n 

the middle of some d i v e s t i t u r e s and a c q u i s i t i o n s , and time 

i s s h o r t f o r them. This obviously i s probably not a 

p r i o r i t y f o r them. 

COMMISSIONER BAILEY: The l e t t e r does not 

i n d i c a t e her p o s i t i o n i n the Chesapeake o r g a n i z a t i o n . Can 

you t e l l me what her job t i t l e i s t h a t she would be able t o 

w r i t e t h i s l e t t e r ? 

THE WITNESS: She's a landman — 

COMMISSIONER BAILEY: Okay. 

THE WITNESS: — and up there i n the top r i g h t -

hand corner, c e r t i f i e d petroleum landman and ESA. 

COMMISSIONER BAILEY: Okay, thank you. I d i d n ' t 

see i t up th e r e . 
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Q. (By Mr. P a d i l l a ) Mr. Baber, do you have anything 

t o add t o your testimony? 

A. What I have t o add i s , we're t r y i n g t o do the 

best we can, and we have a concept here t h a t we t h i n k w i l l 

prevent the premature abandonment of a w e l l . I b e l i e v e 

there's a need f o r a d d i t i o n a l disposal w e l l s i n t h i s area. 

I b e l i e v e t h a t , Mr. Dale Gandy believes t h a t . He's 

expressed t o me, obviously, t h a t there's a need — 

Q. What does Mr. Gandy do? 

A. He's the owner of Gandy Corporation, which 

t r a n s p o r t s , among other t h i n g s , s a l t w a t e r d i s p o s a l — 

excuse me, s a l t w a t e r . He's a t r u c k i n g c o n t r a c t o r . 

MR. PADILLA: Pass the witness. 

CHAIRMAN WROTENBERY: Mr. P a d i l l a , would you l i k e 

t o move the i n t r o d u c t i o n of E x h i b i t s --

MR. PADILLA: I sure would — 

CHAIRMAN WROTENBERY: — 1 through 4 and 7? 

MR. PADILLA: — I'm glad you t o l d me. 

CHAIRMAN WROTENBERY: Okay. 

MR. PADILLA: We tender E x h i b i t s 1 through 4 and 

7. 

CHAIRMAN WROTENBERY: Any o b j e c t i o n , Mr. Owen? 

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

CHAIRMAN WROTENBERY: Okay, E x h i b i t s 1 through 4 

and 7 are admitted i n t o evidence. 
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And a t t h i s p o i n t we might take a s h o r t break so 

t h a t Mr. Owen can r e t r i e v e the f i l e . Let me ask Ms. 

Davidson, do you have a copy of the -- or the set of the 

f i l e on the D i v i s i o n Hearing and the A d m i n i s t r a t i v e Order? 

MS. DAVIDSON: I wouldn't have the 

a d m i n i s t r a t i v e . I would have the D i v i s i o n Hearing. 

CHAIRMAN WROTENBERY: Okay. Then w e ' l l work 

through the break, then, t o r e t r i e v e copies of those 

m a t e r i a l s of which we took n o t i c e . 

And w e ' l l take a 10-minute break, or 15? What 

would the Commission prefer? 

COMMISSIONER BAILEY: I don't smoke anymore, so 

10 w i l l be f i n e . 

(Laughter) 

CHAIRMAN WROTENBERY: Okay, w e ' l l come back i n 10 

minutes, thank you. 

MR. OWEN: Madame Examiner, i t may not — 

CHAIRMAN WROTENBERY: Yes, Mr. Owen? 

MR. OWEN: I t may not be necessary. My cross-

examination may be s u f f i c i e n t . Depending on what he says 

we may want t o recess l a t e r , but --

CHAIRMAN WROTENBERY: Well, I would l i k e a break 

r i g h t now, i f you don't mind. Thank you. 

(Thereupon, a recess was taken a t 10:25 a.m.) 

(The f o l l o w i n g proceedings had a t 10:39 a.m.) 
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CHAIRMAN WROTENBERY: Okay, I t h i n k we can get 

back on the record. And Mr. Owen? 

MR. OWEN: Thank you, madame Examiner. 

CROSS-EXAMINATION 

BY MR. OWEN: 

Q. Mr. Baber, you i n d i c a t e d t h a t you're i n the 

process of t r y i n g t o ob t a i n a lease assignment from 

Chesapeake; i s t h a t r i g h t ? 

A. Yes, i t i s . 

Q. Why? 

A. There's been several issues addressed, and t h i s 

seems t o be one of them, and t o c l e a r up some issues we're 

t r y i n g t o get the o i l and gas assignment. 

Q. You're aware t h a t DKD operates the s a l t w a t e r 

d i s p o s a l w e l l a d j o i n i n g t h i s one; i s t h a t r i g h t ? 

A. I'm aware t h a t DKD operates a di s p o s a l w e l l . 

Q. And has -- DKD obtained an assignment from 

Chesapeake; i s t h a t r i g h t ? 

A. I t h i n k t h a t ' s r i g h t . 

Q. And DKD d i d t h a t before they sought and obtained 

a s a l t w a t e r disposal w e l l approval; i s t h a t r i g h t ? 

A. I don't know what DKD d i d , what t h e i r procedure 

was. 

Q. I s i t your p o s i t i o n here today t h a t you do not 

need t o have a mineral lease or an assignment of a mineral 
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lease before you can i n j e c t saltwater? 

A. I t ' s my p o s i t i o n t h a t I be l i e v e I've done 

ev e r y t h i n g — 

MR. PADILLA: Objection i n terms of whether he's 

asking him f o r a l e g a l conclusion. I t h i n k the D i v i s i o n 

Chair has asked us t o b r i e f t h i s issue, so I t h i n k t h a t ' s 

asking him a l e g a l conclusion. To t h a t e x t e n t , I o b j e c t . 

CHAIRMAN WROTENBERY: I t h i n k he j u s t asked f o r 

h i s understanding, and t o t h a t extent w e ' l l a l l o w the 

question. 

MR. PADILLA: His understanding, t h a t ' s f i n e . 

THE WITNESS: I t ' s my understanding and my 

p o s i t i o n t h a t I've done everything I should have t o do from 

a r e g u l a t i o n standpoint and l e g a l standpoint t o have t h i s 

SWD approved. 

Q. (By Mr. Owen) When you i n i t i a l l y submitted your 

A p p l i c a t i o n , you only asked f o r approval t o i n j e c t t o 6200 

f e e t , c o r r e c t ? 

A. Would you r e s t a t e t h a t , please? 

Q. You asked f o r approval t o i n j e c t from 6000 t o 

6200 f e e t i n your o r i g i n a l A p p l i c a t i o n ; i s t h a t r i g h t ? 

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

Q. And the n o t i c e t h a t you sent t o the a d j o i n i n g 

leasehold operators only n o t i c e d 6000 t o 6000 f e e t ; i s t h a t 

r i g h t ? 
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A. That's c o r r e c t . 

Q. You have never sent n o t i c e t o those a d j o i n i n g 

operators extending the approval t o 6400 f e e t , have you? 

A. I have not sent n o t i c e t o the operators, but 6000 

t o 64 00 f e e t has been i n a l l the documents t h a t we've had 

from the f i r s t hearing since. I t ' s been a matter of p u b l i c 

record. 

Q. Was i t i n any document which you sent t o any 

a d j o i n i n g leasehold operator? 

A. I don't believe so. 

Q. Okay. I want you t o t u r n t o your C-108, and I 

t h i n k you i n d i c a t e d t h a t there i s no Grayburg or G l o r i e t a 

or -- I'm so r r y , San Andres or G l o r i e t a p r o d u c t i o n i n the 

area; i s t h a t r i g h t ? 

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

Q. You're t a k i n g s a l t w a t e r f o r d i s p o s a l i n t o t h i s 

w e l l from w e l l s i n the area; i s t h a t r i g h t ? 

A. That's r i g h t . 

Q. Okay. I want you t o t u r n t o — Near the back you 

have a l i s t of pools t h a t ' s two pages long. Do you have 

t h a t i n f r o n t of you? 

A. Yes, I do. 

Q. I want you t o t u r n t o the second page of t h a t 

l i s t of pools. 

CHAIRMAN WROTENBERY: I'm so r r y , the 
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Commissioners are l o s t here, at l e a s t two of us are. Which 

one are you t a l k i n g about? Okay, got you. 

Q. (By Mr. Owen) The Grayburg i s the fo r m a t i o n 

immediately above or below one of your i n j e c t i o n 

f o r mations; i s t h a t r i g h t ? 

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

Q. Okay. And on t h a t second page of t h a t l i s t of 

pools you have the Skaggs-Grayburg and the East Hobbs-

Grayburg as pools from which you're going t o accept 

s a l t w a t e r ; i s t h a t r i g h t ? 

A. Possibly. This i s j u s t a l i s t of the pools i n 

the area, t h i s i s not e x a c t l y a l i s t of where our water 

w i l l be coming from. 

Q. So there's some Grayburg prod u c t i o n i n the area? 

A. Well, i n southeastern New Mexico, yes. 

Q. Okay. And you're t a k i n g water from w e l l s i n the 

area, r i g h t ? 

A. Well, h o p e f u l l y we w i l l be. 

Q. And t h i s represents the pools from which you're 

t a k i n g water; i s t h a t r i g h t ? 

A. Possibly. 

Q. Okay. And l i s t e d on t h a t l i s t i s als o the 

Littman-San Andres, Lovington-San Andres and West 

Lovington-San Andres; i s t h a t r i g h t ? 

A. Yes. 
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Q. And t h a t i n d i c a t e s t h a t i n f a c t t h e r e i s San 

Andres production i n the area; i s t h a t r i g h t ? 

A. We're t a l k i n g production i n the area of --

b a s i c a l l y a two-mile area --

Q. There i s --

A. — t h a t we've addressed here i n t h i s two-mile 

r a d i u s , t h i s h a l f - m i l e radius and t h i s two-mile r a d i u s , 

t h a t ' s also i n t h i s C-108 A p p l i c a t i o n . 

Q. There's no c u r r e n t production from the San Andres 

w i t h i n two m i l e s ; i s t h a t r i g h t ? 

A. That's r i g h t . 

Q. But there i s San Andres production i n the l a r g e r 

area around the disposal w e l l ; i s t h a t r i g h t ? 

A. There's production i n Lea County, New Mexico, i n 

the San Andres, yes. 

Q. And nobody's t e s t e d the San Andres f o r p r o d u c t i o n 

i n the two-mile area, have they? 

A. As f a r as I know, they have not. 

Q. Okay. You i n d i c a t e d t h a t — 

A. Let me back up on t h a t . You know, t h i s would be 

a question t h a t Mr. Larry Scott would be b e t t e r t o answer. 

Q. Mr. Baber, Mr. Scott w i l l have t h a t o p p o r t u n i t y . 

A. Okay, thank you. You know, your question on has 

the San Andres been t e s t e d i s according t o what your 

d e f i n i t i o n of t e s t i n g i s . 
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Q. Mr. Baber, your a t t o r n e y had the o p p o r t u n i t y t o 

ask you questions, and you had the o p p o r t u n i t y t o answer 

them. I would ask you t o extend me the same courtesy and 

answer the questions which I present t o you. 

A. Okay. 

Q. Thank you. 

COMMISSIONER LEE: We need t o take a break. 

CHAIRMAN WROTENBERY: Do you need t o take a 

break? 

COMMISSIONER LEE: Yeah, l e t ' s take a break. 

CHAIRMAN WROTENBERY: Okay, f i v e minutes? 

COMMISSIONER LEE: Five minutes. 

CHAIRMAN WROTENBERY: Okay, thank you. 

(Thereupon, a recess was taken a t 10:45 a.m.) 

(The f o l l o w i n g proceedings had a t 10:50 a.m.) 

CHAIRMAN WROTENBERY: Okay, w e ' l l go back on the 

record. Mr. Owen? 

MR. OWEN: Thank you, madame Examiner. 

Q. (By Mr. Owen) Mr. Baber, you t e s t i f i e d t h a t 

t h e r e are 2 0 freshwater w e l l s i n t h a t s e c t i o n where your 

d i s p o s a l w e l l i s located; i s t h a t r i g h t ? 

A. Yes. 

Q. And I t h i n k you also t e s t i f i e d t h a t there's no 

danger of contamination of any of the e x i s t i n g w e l l b o r e s ; 

i s t h a t r i g h t ? 
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A. I t h i n k t h a t ' s r i g h t , yes, s i r . 

Q. Do you know i f there's any p r o d u c t i o n from any 

a d j o i n i n g zones, the Grayburg or any of the other zones 

around the G l o r i e t a or San Andres i n the area? 

A. Could you ask t h a t again, please? 

Q. Do you know i f there's any pr o d u c t i o n from any of 

the a d j o i n i n g zones — f o r example, the Grayburg — t h a t 

are close v e r t i c a l l y t o the G l o r i e t a or the San Andres? 

A. I do not t h i n k there i s . 

Q. Do you know i f your i n j e c t i o n w i l l be confined t o 

those formations or i f i t w i l l migrate out of those 

formations? 

A. I t w i l l be confined i n t o the San Andres and 

G l o r i e t a . 

Q. I s there any s o r t of geologic s h e l f which w i l l 

c o n f i n e t h a t water from m i g r a t i n g upward i n t o other 

formations? 

A. We'll have our casing i n place and our cement i n 

place. 

Q. That's simply at the we l l b o r e ; i s t h a t r i g h t ? 

A. I t ' s at the wellbore, and t h a t ' s what — The 

casing and cement i s the wellbore, and of course the cement 

i s o utside the casing. 

Q. And then you're i n j e c t i n g i n t o the f o r m a t i o n 

ou t s i d e of the cement; i s t h a t r i g h t ? 
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A. That's r i g h t . 

Q. Do you know i f there's anything above the 

G l o r i e t a or San Andres t o prevent the water from m i g r a t i n g 

upward i n t o other formations? 

A. I don't know t h a t . 

Q. Okay. You t e s t i f i e d t h a t you cleaned up the 

surface f a c i l i t i e s associated w i t h the State "T" Number 1, 

Number 3 and Number 4; i s t h a t r i g h t ? 

A. Yes. 

Q. I s there one tank l e f t out t h e r e associated w i t h 

the State "T" Number 1? 

A. There's a tank out the r e , yes. 

Q. Do you have plans t o clean t h a t up? 

A. Yes. 

Q. When? 

A. Hopefully when we have our SWD approved and we 

can move i t over there on t h a t acreage. 

Q. Why don't you t u r n t o the C-103, which i s 

Pronghorn E x h i b i t Number 2? Do you have t h a t i n f r o n t of 

you? 

A. Yes. 

Q. Under the form, number 12, you have nine steps 

t h a t you took t o plug t h i s w e l l ; i s t h a t r i g h t ? 

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

Q. And number 9 states t h a t you erected a dryhole 
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marker and cleaned the l o c a t i o n ; i s t h a t r i g h t ? 

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

Q. But you haven't taken t h a t tank o f f y e t , r i g h t ? 

A. The tank i s the r e , yes. 

Q. So the clean l o c a t i o n i s n ' t e x a c t l y c o r r e c t , i s 

i t ? 

A. I don't know. 

Q. I want t o go back t o your conversations w i t h 

Chesapeake. I t h i n k you said t h a t your understanding i s , 

you've received a l l the necessary approvals t o i n j e c t 

s a l t w a t e r i n t o t h i s w e l l ; i s t h a t r i g h t ? 

A. Yes. 

Q. But you're s t i l l pursuing the assignment from 

Chesapeake; i s t h a t r i g h t ? 

A. Yes. 

Q. But you don't have any need f o r t h a t assignment; 

i s t h a t r i g h t ? 

A. I don't know i f I do or not. I don't t h i n k i t ' l l 

h u r t our s i t u a t i o n . 

Q. How much money i s Chesapeake asking f o r ? 

A. We — I don't know. 

Q. I s Chesapeake going t o give i t t o you f o r free? 

A. I don't know. 

Q. Have they sent you a form f o r approval? 

A. No, they have not. 
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Q. Has Ms. Townsend i n d i c a t e d t h a t she has the 

a u t h o r i t y t o simply give you a lease? 

A. No. 

Q. Do you know i f she i s an o f f i c e r or d i r e c t o r of 

Chesapeake Operating, Inc.? 

A. I don't know. 

Q. Do you have any documents which i n d i c a t e t h a t she 

has the a u t h o r i t y t o give you the approval t o i n j e c t i n t o 

the s u bject formation? 

A. We had t h i s -- my conversation w i t h her, and she 

approved i t w i t h her -- the necessary people, and she 

responded w i t h the l e t t e r t h a t she wrote us. 

Q. Has she given you any documents which s t a t e t h a t 

she has the power t o bind Chesapeake Operating, Inc.? 

A. I don't know. 

Q. Okay. I want t o t u r n t o the back of your C-108. 

The second page t o the back i s the l e g a l n o t i c e ; i s t h a t 

c o r r e c t ? 

A. Yes. 

Q. And t h a t i s the l e g a l n o t i c e t h a t you sent t o the 

o f f s e t leasehold operators? 

A. Yes. 

Q. And t h a t l e g a l n o t i c e s t a t e s t h a t the i n j e c t i o n 

f o r m a t i o n i s the San Andres and G l o r i e t a from 6000 t o 6200 

f e e t ; i s t h a t r i g h t ? 
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A. Yes. 

Q. You haven't sent anything else t o the o f f s e t 

leasehold operators, have you? 

A. No. 

MR. OWEN: Thank you, Mr. Baber. No f u r t h e r 

questions, madame Examiner. 

CHAIRMAN WROTENBERY: Commissioners? 

EXAMINATION 

BY COMMISSIONER BAILEY: 

Q. Mr. Baber, have you or anyone i n your employ 

d i r e c t l y contacted State Land O f f i c e personnel t o a s c e r t a i n 

whether or not you have any o b l i g a t i o n s t o the Commissioner 

of P u b l i c Lands? 

A. Yes, ma'am. 

Q. And w i t h t h i s contact w i t h State Land O f f i c e 

personnel, what d i d they t e l l you? 

A. Mr. P a d i l l a contacted the State Land O f f i c e , and 

the i n f o r m a t i o n t h a t I received i s , they would not be able 

t o g rant a s a l t w a t e r easement u n t i l we had our SWD 

a u t h o r i t y t o i n j e c t approved. 

Q. But they are r e q u i r i n g you t o have an SWD 

easement approved from the Land Office? 

A. As I understand i t . 

CHAIRMAN WROTENBERY: Mr. P a d i l l a , would you — 

MR. PADILLA: Do you want me t o t e s t i f y or — 
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CHAIRMAN WROTENBERY: Well, i f you would — 

COMMISSIONER BAILEY: I can answer t h a t , i f — 

MR. PADILLA: Let me t e l l you, I met w i t h Joseph 

Lopez, who's i n charge of t h i s -- of s a l t w a t e r d i s p o s a l 

easements. I t o l d him t h a t Chesapeake had an o i l and gas 

lease on the acreage, but the water would be hauled from 

ou t s i d e the lease, and he i n d i c a t e d t o me t h a t a s a l t w a t e r 

d i s p o s a l easement would be re q u i r e d . 

I also t o l d him t h a t we had t h i s l e t t e r from 

Chesapeake having no o b j e c t i o n t o s a l t w a t e r d i s p o s a l 

operations. And he said, I s t i l l can't do anything f o r 

you. 

COMMISSIONER BAILEY: Did Mr. Lopez understand 

t h a t i t was s p l i t estate? 

MR. PADILLA: I d i d n ' t t e l l him anything about 

who owned the surface or who owned the minerals. 

COMMISSIONER BAILEY: That's a very important 

p o i n t , as f a r as the Land O f f i c e requirements are i n v o l v e d . 

MR. PADILLA: My understanding of the Land O f f i c e 

r u l e s was t h a t i f you're i n j e c t i n g i n the mine r a l e s t a t e 

then t h a t mattered considerably. 

COMMISSIONER BAILEY: I would suggest t h a t you 

contact Mr. Lopez and ex p l a i n the s p l i t e s t a t e t o f i n d out 

what the requirements are, i f any, by the Commissioner of 

Publ i c Lands. 
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MR. PADILLA: I s the Commissioner t r y i n g t o t e l l 

me t h a t she has a d i f f e r e n t understanding of what the r u l e 

is? 

COMMISSIONER BAILEY: Yes. 

MR. PADILLA: Okay, because I had understood, and 

my i n t e r p r e t a t i o n of the r u l e s were t h a t — and having been 

counsel t o the Commissioner of Public Lands a long time ago 

— t h a t the minerals were a primary i n t e r e s t , e s p e c i a l l y i n 

t h i s k i n d of a s i t u a t i o n where there's s a l t w a t e r i n j e c t i o n . 

COMMISSIONER BAILEY: I t h i n k i t ' s very important 

f o r both p a r t i e s t o contact e i t h e r Mr. Lopez or one of the 

Land O f f i c e attorneys and ex p l a i n t h a t i t i s s p l i t e s t a t e , 

because t h a t i s a very d i f f e r e n t s i t u a t i o n than when the 

p u b l i c lands owns both the surface and the minerals. 

I t h i n k t h a t t h i s i s a p o i n t of c o n t e n t i o n t h a t 

needs t o be c l a r i f i e d by the source, which would be the 

Land O f f i c e . 

MR. PADILLA: Okay, I understand t h a t . But I 

also understand t h a t there's a p o i n t of -- I view the O i l 

Conservation D i v i s i o n and the Commission as r e g u l a t o r y 

bodies and t h a t t h a t land issue i s a separate issue and — 

i t ' s simply a d i f f e r e n t issue. 

I don't want t o have a misunderstanding, I guess, 

t h a t the OCD a u t h o r i t y r e q u i r e s a c o n d i t i o n precedent of 

having some k i n d of sal t w a t e r easement before coming here. 
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COMMISSIONER BAILEY: I f one of the important 

p o i n t s f o r e i t h e r case i s whether or not t h e r e i s a 

permanent requirement from the Land O f f i c e i n t h i s 

s i t u a t i o n , then I t h i n k t h a t p o i n t needs t o be c l a r i f i e d by 

going t o the Land O f f i c e f o r an understanding of whether or 

not t h e r e i s a need f o r a permit, or what the s i t u a t i o n i s 

f o r s p l i t - e s t a t e requirements. 

CHAIRMAN WROTENBERY: And I might j u s t comment 

here, you're r i g h t , Mr. P a d i l l a , the O i l Conservation 

D i v i s i o n and the O i l Conservation Commission can't decide 

questions of t i t l e , cannot decide who has the r i g h t t o 

pr o p e r t y i n p a r t i c u l a r instances. 

We do go so f a r as t o determine whether an 

Ap p l i c a n t has a t l e a s t a g o o d - f a i t h claim t o the r i g h t t o 

use a w e l l i n the manner i n which i t ' s proposed t o be used 

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 , and so t o some e x t e n t we do 

delve i n t o these issues. And c e r t a i n l y DKD i s c h a l l e n g i n g 

t h i s permit A p p l i c a t i o n by r a i s i n g some of these issues of 

the r i g h t of Pronghorn t o operate t h i s w e l l as a commercial 

d i s p o s a l w e l l . 

So a t some s o r t of basic l e v e l we need some 

c l a r i f i c a t i o n on these p o i n t s . 

I t does appear t o me t h a t there's a l o t of 

confusion here among the p a r t i e s about who owns what 

i n t e r e s t s i n the various estates a t t h i s l o c a t i o n and what 
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easements are needed and what easements are not necessary. 

I t would help us t o have some c l a r i f i c a t i o n from the 

p a r t i e s on t h i s p o i n t . 

We've gotten the b r i e f from Mr. Owen on some of 

these issues. 

I n your response, Mr. P a d i l l a , I t h i n k i t would 

be h e l p f u l f o r you t o share w i t h us as much as you can your 

understanding of the answer t o some of these l e g a l 

questions. 

MR. PADILLA: I've been caught i n t h i s k i n d of 

thorny issue between g e t t i n g a business lease from the Land 

O f f i c e f o r s a l t w a t e r operations on the surface, some k i n d 

of skimming f a c i l i t y — 

CHAIRMAN WROTENBERY: Uh-huh. 

MR. PADILLA: — and a challenge from someone 

else who operates s a l t w a t e r disposal f a c i l i t i e s — 

CHAIRMAN WROTENBERY: Uh-huh. 

MR. PADILLA: — of a s i m i l a r nature. And so 

i t ' s a question of chicken and the egg, and — you know, I 

don't want t o have t h a t k i n d of t h i n g . 

I f the i n t e g r i t y or the v i a b i l i t y of t h i s from a 

r e g u l a r standpoint i s inadequate or t h a t we've f a i l e d t o 

provide n o t i c e , I can understand t h a t k i n d of problem. But 

i f we have m i s i n t e r p r e t e d or we have t o do more e x p l o r a t i o n 

a t the State Land O f f i c e as t o what those requirements are, 
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then I t h i n k t h a t ' s a separate issue. 

MR. OWEN: Madame Examiner — 

CHAIRMAN WROTENBERY: Yes, Mr. Owen. 

MR. OWEN: -- the question i s very a k i n t o 

whether you can grant a permit t o d r i l l t o an operator who 

has no s t a t e land lease and has no r i g h t t o the minerals 

u n d e r l y i n g the area where they're going t o d r i l l t h e i r 

w e l l . 

Whether the State Land O f f i c e r e q u i r e s a separate 

s a l t w a t e r d i s p o s a l permit I t h i n k i s immaterial t o whether 

t h i s D i v i s i o n can grant a u t h o r i t y t o i n j e c t substances i n t o 

the mineral e s t a t e when, i n f a c t , t h a t a p p l i c a n t has no 

r i g h t t o use the mineral e s t a t e . 

You do not -- As a p r a c t i c a l matter, i n order t o 

d r i l l a producing w e l l , the D i v i s i o n r e q u i r e s t h a t the 

Ap p l i c a n t have the r i g h t t o d r i l l on t h a t acreage. I n t h i s 

case --

CHAIRMAN WROTENBERY: Well, the D i v i s i o n r e q u i r e s 

t h a t the A p p l i c a n t may take g o o d - f a i t h c l a i m t o the r i g h t 

t o d r i l l . We cannot decide whether they have the r i g h t t o 

d r i l l or not, so --

MR. OWEN: I t h i n k t h a t ' s a d i s t i n c t i o n which 

i s --

CHAIRMAN WROTENBERY: Right. 

MR. OWEN: -- worth p o i n t i n g out, madame 
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Examiner. 

CHAIRMAN WROTENBERY: Right. 

MR. OWEN: And as we pointe d out i n the b r i e f , 

i t ' s our p o s i t i o n t h a t i n f a c t t h i s A p p l i c a n t has no good-

f a i t h r i g h t t o the minerals u n d e r l y i n g the s u b j e c t acreage. 

Whether a separate s a l t w a t e r d i s p o s a l easement f o r surface 

purposes i s r e q u i r e d or not i s not — or does not bear on 

the issue of whether i n f a c t the Ap p l i c a n t has the r i g h t t o 

use the minerals, which we contend i t does not. 

CHAIRMAN WROTENBERY: Thank you, Mr. Owen. 

Mr. P a d i l l a , I would j u s t hope t h a t you would 

explore t h i s issue w i t h the Land O f f i c e — 

COMMISSIONER BAILEY: And Mr. Owen. 

CHAIRMAN WROTENBERY: — i n the course of — and 

Mr. Owen as w e l l . 

COMMISSIONER BAILEY: Yes. 

CHAIRMAN WROTENBERY: — i n the course of 

d r a f t i n g your b r i e f on the issue f o r the Commission. 

MR. PADILLA: I w i l l do t h a t . 

CHAIRMAN WROTENBERY: Thank you. 

MR. PADILLA: I don't t h i n k — 

CHAIRMAN WROTENBERY: Did you have anything else? 

COMMISSIONER BAILEY: Yes, I ' d l i k e t o c a u t i o n 

Mr. Owen t h a t i n a case of s p l i t e s t a t e the Land O f f i c e 

does have p o l i c y on whether or not there i s a requirement 

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 

58 

f o r s a l t w a t e r d i s p o s a l . 

And I do believe t h a t you need t o discuss t h i s 

w i t h the Land O f f i c e , as w e l l as Mr. P a d i l l a — 

MR. OWEN: I w i l l do so. 

COMMISSIONER BAILEY: — so t h a t you have an 

understanding. 

MR. OWEN: Thank you, madame Commissioner. 

CHAIRMAN WROTENBERY: Do you have any more 

questions of Mr. Baber? 

COMMISSIONER BAILEY: No, t h a t ' s a l l . 

CHAIRMAN WROTENBERY: Any questions of Mr. Baber? 

COMMISSIONER LEE: No. 

CHAIRMAN WROTENBERY: I don't b e l i e v e I had 

anything else. 

Mr. P a d i l l a , d i d you have any follow-up? 

MR. PADILLA: No, I t h i n k we've gone over t h i s 

t h i n g on d i r e c t testimony, so I'm j u s t going t o leave i t 

alone. I have no questions. 

CHAIRMAN WROTENBERY: Thank you. Thank you, Mr. 

Baber, f o r your testimony. 

THE WITNESS: Thank you. I might add, a l l my 

e f f o r t s have been g o o d - f a i t h e f f o r t s . 

CHAIRMAN WROTENBERY: Thank you. 

MR. PADILLA: We'll c a l l L arry Scott a t t h i s 

time. 
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LARRY R. SCOTT, 

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. PADILLA: 

Q. Mr. Scott, please s t a t e your f u l l name, please. 

A. Larry Ray Scott. 

Q. Where do you l i v e , Mr. Scott? 

A. Hobbs, New Mexico. 

Q. What do you do f o r a l i v i n g ? 

A. I'm an engineer and a part n e r i n Lynx Petroleum 

Consultants, Incorporated. We're an independent p r o d u c t i o n 

company and c o n s u l t i n g f i r m . 

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

the O i l Conservation D i v i s i o n or Commission and had your 

c r e d e n t i a l s accepted as a petroleum engineer? 

A. On several occasions and various issues, yes. 

MR. PADILLA: We tender Mr. Scott as an expert i n 

petroleum engineering. 

CHAIRMAN WROTENBERY: Any o b j e c t i o n , Mr. Owen? 

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

CHAIRMAN WROTENBERY: Okay, we accept Mr. Scott's 

q u a l i f i c a t i o n s . 

Q. (By Mr. P a d i l l a ) Mr. Scott, have you performed a 

study i n connection w i t h t h i s A p p l i c a t i o n f o r s a l t w a t e r 
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disposal? 

A. Yes, s i r , I have. I f you w i l l look a t page 3 of 

E x h i b i t 5 — 

Q. Okay, you prepared E x h i b i t 5; i s t h a t — 

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

Q. Okay. What i s E x h i b i t 5? 

A. E x h i b i t 5 i s -- Well, i t ' s several t h i n g s . I t ' s 

l o g cross-sections, i t ' s an o u t l i n e of my proposed 

testimony, and page 3 i s a copy of an ownership map showing 

the acreage t h a t I reviewed and the proposed d i s p o s a l w e l l 

l o c a t i o n . 

COMMISSIONER LEE: We don't have i t . 

CHAIRMAN WROTENBERY: Mr. P a d i l l a , I t h i n k we're 

missing the attachments. We have a two-page proposed 

o u t l i n e of testimony. 

MR. PADILLA: I t h i n k e a r l i e r t h i s week we 

submitted a whole complete set, a replacement f o r — But I 

can gi v e you some now. 

CHAIRMAN WROTENBERY: Yes, t h a t would be h e l p f u l . 

Okay, I've got one now. 

MR. OWEN: Do you want t o take t h i s one, because 

i t ' s got your P o s t - I t note? 

CHAIRMAN WROTENBERY: Oh, okay. Okay, I t h i n k 

we're covered. 

MR. PADILLA: Are we covered? I have another one 
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here. 

CHAIRMAN WROTENBERY: Mr. Ross could use one. 

Q. (By Mr. P a d i l l a ) What i s E x h i b i t 5? 

A. Well, E x h i b i t 5 i s an o u t l i n e of my proposed 

testimony. I t ' s an ownership map showing the area t h a t I 

reviewed, and i t i s several l o g cross-sections t h a t I used 

t o base my w a t e r - s a t u r a t i o n c a l c u l a t i o n s on. 

Q. What conclusions d i d you reach from t h i s study 

t h a t you performed? 

A. Well, I s t a r t e d w i t h a review of the p r o d u c t i o n 

records i n those two sections. We have CD-ROM data t h a t i s 

deri v e d from C-115s t h a t showed no product i o n from any of 

the 16 wellbores i n Section 6 or any of the 19 wellbores i n 

Section 1, i n e i t h e r the San Andres or the G l o r i e t a , and 

a l l 35 of these wellbores d i d , i n f a c t , penetrate both 

formations and were producing from e i t h e r the Wolfcamp or 

the Pennsylvanian-Strawn. 

Q. Let's go t o the ownership map and i d e n t i f y 

e x a c t l y what the scope of your study was. 

A. I t would be the area enclosed i n the red box on 

my e x h i b i t . 

Q. What sections do those include? 

A. That's Section 1 of 16 South, 36 East, and 

Section 6 -- or excuse me, 1 of 16-35 and 6 of 16-36. 

Q. Mr. Scott, are those long s e c t i o n s , or --
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A. Yes, those are extended s e c t i o n s , approximately 

one and one h a l f miles n o r t h t o south by one m i l e east t o 

west. 

Q. And those are Township 1; i s t h a t --

A. Yes, t h a t ' s c o r r e c t . 

Q. And where i s the disposal w e l l i n r e l a t i o n t o 

t h a t ownership map? 

A. I t ' s i n approximately the center of t h a t square, 

and i d e n t i f i e d by an arrow and the "Proposed Disposal 

Location" n o t a t i o n . 

Q. Okay. Let's s t a r t out w i t h -- You have some 

b u l l e t p o i n t s here. Why don't you s t a r t out a t the t o p , 

and l e t ' s go f o r the f i r s t one and t e l l us what t h a t i s . 

A. Okay, 16 wellbores t h a t penetrate the San Andres 

and G l o r i e t a i n Section 6. A l l completions were i n deeper 

horizons, and we have no production r e p o r t e d from e i t h e r 

the San Andres or G l o r i e t a i n any w e l l . 

Q. What d i d you look a t t o a r r i v e a t — I n a d d i t i o n 

t o what you have attached t o t h i s E x h i b i t 5, what d i d you 

look a t i n order t o make your study? 

A. Again, I reviewed production data t h a t ' s d e r i v e d 

from the OCD's C-115s, and I looked a t the scout t i c k e t 

data t h a t i s reported t o H a l l i b u r t o n Energy Services f o r 

d r i l l i n g , completion and rework operations i n the same 

area. 
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Q. What do the scout t i c k e t s show? 

A. Well, the scout t i c k e t s showed a t o t a l of 42 

e i t h e r completed w e l l s or completion attempts i n the two 

se c t i o n s . I could not f i n d any DST data, any p r o d u c t i o n 

t e s t data, any w i r e l i n e t e s t data or other t e s t s 

s p e c i f i c a l l y o r i e n t e d toward the 6000 t o 6400-foot San 

Andres and upper G l o r i e t a i n t e r v a l s . 

Q. Are we done w i t h the f i r s t b u l l e t p o i n t ? 

A. That covers p r e t t y much through the f i r s t f o u r . 

Q. Okay, l e t ' s go t o number 5. What do you say i n 

th a t ? 

A. Okay, w i t h no t e s t data t o work w i t h , we d i d have 

e l e c t r i c logs on the acreage i n question, and I had t o 

l o c a t e f o rmation water r e s i s t i v i t i e s f o r subsequent 

c a l c u l a t i o n s . These formation water r e s i s t i v i t i e s came 

from the Lovington f i e l d s i n the San Andres and G l o r i e t a , 

and t h a t i n d i c a t e s formation water i n the San Andres a t 

about .165 ohm and i n the G l o r i e t a a t .086 ohm, w i t h both 

of those c o r r e c t e d t o bottomhole temperature. 

Q. What does t h a t mean? I mean f o r somebody l i k e 

me? 

A. Oh, those numbers are used i n water s a t u r a t i o n 

c a l c u l a t i o n s t o determine from the e l e c t r i c logs whether 

the zones are o i l - or water-bearing. 

Q. What d i d you discover as a r e s u l t of t h a t ? 

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 

64 

A. The basal San Andres and upper G l o r i e t a i n t h i s 

acreage area i s wet. On one of the logs our water 

s a t u r a t i o n s ran t o 94 percent. On a modern l o g t h a t we had 

i n the area, the Watson 1-6, i n the two zones of best 

p e r m e a b i l i t y , we had water s a t u r a t i o n s of 57 percent and 49 

percent i n the upper and lower zones. 

Q. What does t h a t mean? 

A. The zones are wet, they won't produce commercial 

q u a n t i t i e s of o i l and gas. 

Q. Did you f i n d any shows of o i l and gas i n any of 

these w e l l s t h a t penetrated t h i s — 

A. As noted i n — I guess i t would be page 5, 

there's a microlog of the State "T" Number 2, and Texas 

P a c i f i c noted d u r i n g the d r i l l i n g of t h a t w e l l a s l i g h t 

show w i t h very f i n e samples. And subsequently they 

recommended a d d i t i o n a l e v a l u a t i o n of t h i s zone as more 

w e l l s were d r i l l e d i n the area. 

Q. I s the State "T" Number 2, i s t h a t the d i s p o s a l 

w e l l ? 

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

Q. Was ther e any attempt i n the State "T" Number 2 

t o f u r t h e r t e s t or do anything w i t h regard t o the San 

Andres or the G l o r i e t a ? 

A. Well, i n a review of the TPOC records, they d i d 

look a t t h a t zone --
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Q. When you say TPOC, what — 

A. Texas P a c i f i c O i l Company, I b e l i e v e i s the name 

of the o u t f i t . I n subsequent correspondence i n those 

f i l e s , I b e l i e v e they looked a t the zone i n the Number 3 

and 4 w e l l s and concluded t h a t the 5- t o 10-percent dead 

o i l s t a i n t h a t they were seeing coming through those zones, 

they d i d not bel i e v e from a q u a l i t a t i v e s t a ndpoint t h a t the 

zone was commercially productive. 

Q. Okay, l e t ' s get back t o the b u l l e t s , t he b u l l e t 

p o i n t s . Where are we now? Are we on the one t h a t s t a r t s 

w i t h the State "T" Number 2? 

A. That would be a paragraph treatment of my water-

s a t u r a t i o n c a l c u l a t i o n s i n the proposed i n j e c t i o n w e l l , two 

primary zones of p e r m e a b i l i t y . We d i d not have a d i r e c t 

measurement of p o r o s i t y here, so we made an extremely high 

estimate and s t i l l ended up w i t h water s a t u r a t i o n s i n the 

zone of 98 percent i n the upper i n t e r v a l and 62 percent i n 

the lower. 

Q. When you say you made an extremely h i g h estimate, 

i s t h a t being conservative or --

A. What I was attempting t o do was use a worst-case 

number t o t r y t o make the water s a t u r a t i o n i n the zone look 

as low as po s s i b l e , t o make the o i l s a t u r a t i o n look as high 

as p o s s i b l e . 

Q. And your r e s u l t was what? 
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A. I t ' s s t i l l wet. 

Q. Meaning what? 

A. I t ' s my opinion t h a t a p e r f o r a t i o n t e s t of t h a t 

zone would produce water. 

Q. Okay, what does the next b u l l e t p o i n t say? 

A. S i m i l a r c a l c u l a t i o n s on a more modern l o g s u i t e 

on the Watson 1-6, which i s the w e l l c u r r e n t l y being used 

as an i n j e c t i o n w e l l by DKD. 

Q. And what does t h a t i n d i c a t e ? 

A. Again, very high water s a t u r a t i o n s through the 

zones of p e r m e a b i l i t y . 

Q. Where does t h i s zone, or where does the San 

Andres and the G l o r i e t a l i e i n terms of the d i s p o s a l w e l l , 

updip or downdip? I mean, the DKD d i s p o s a l w e l l , where — 

A. Well — 

Q. Well, l e t me ask t h a t question again. I t h i n k 

t h a t was a l i t t l e confusing. 

I n terms of being updip or downdip, the s i m i l a r 

zone i n the disposal w e l l of DKD, where do we l i e i n terms 

of water and t h a t s o r t of thing? 

A. The Watson 1-6 i s s t r u c t u r a l l y approximately 2 0 

f e e t downdip from the proposed i n j e c t i o n w e l l . 

Q. So what does t h a t mean? 

A. O i l f l o a t s on water and won't run d o w n h i l l . I f 

i t ' s wet a t the l o c a t i o n of the proposed i n j e c t i o n w e l l i t 
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w i l l a lso be wet downdip. 

Q. Okay. So t h a t means, as f a r as I gather, t h a t i f 

— t h e r e b i g Morrow propensity t o be o i l on the proposed 

s a l t w a t e r i n j e c t i o n w e l l , and then the DKD we l l ? 

A. That would be c o r r e c t . 

CHAIRMAN WROTENBERY: Mr. Scott, I'm s o r r y , where 

i s the DKD well? 

THE WITNESS: I t would be — On the ownership map 

i t ' s the Watson 1-6, and i t w i l l be approximately 2 000 f e e t 

southeast of the proposed disposal l o c a t i o n . There's two 

plugged w e l l s on t h a t ownership map, and then a w e l l w i t h 

Number 1 below t h a t , and t h a t ' s the Watson 1-6. 

Q. (By Mr. P a d i l l a ) Can you p o i n t t h a t w e l l out on 

the Commissioner's map? 

CHAIRMAN WROTENBERY: Please do. 

THE WITNESS: The Watson 1-6 w i l l be the one 

r i g h t t h e r e . 

CHAIRMAN WROTENBERY: This one here. 

THE WITNESS: There you go. 

CHAIRMAN WROTENBERY: Thank you, Mr. Scot t . And 

what zone i s t h a t w e l l i n j e c t i n g i n t o ? 

THE WITNESS: I'm not sure. I t h i n k i t ' s the 

Wolfcamp, though. I t was the zone t h a t was completed and 

produced. Someone might be able t o help. 

CHAIRMAN WROTENBERY: We'll cover t h a t l a t e r , I'm 
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sure. I j u s t was wondering i f you knew. 

Q. (By Mr. P a d i l l a ) Are we done w i t h t h a t second-

t o - t h e - l a s t b u l l e t ? 

A. Yes, we are, s i r . 

Q. Okay. And I t h i n k you've already t e s t i f i e d about 

the l a s t b u l l e t , or i s t h a t --

A. Yes, we've discussed t h a t . 

Q. Okay, l e t ' s go t o the top of the second page. 

What does t h a t say? 

A. Well, t h a t paragraph deals w i t h the subsequent 

e v a l u a t i o n t h a t was done -- t h a t i s , subsequent t o the 

d r i l l i n g of the State "T" 2, where they were p a r t i c u l a r l y 

i n t e r e s t e d i n samples through t h i s i n t e r v a l because of t h a t 

e a r l i e r show. 

Q. And what r e s u l t e d i n the State 2 and Number 3? 

A. No fluorescence or s t a i n was noted i n the 

d r i l l i n g samples of the Number 3. 

Q. Do you have anything t o add t o the conclusions 

t h a t you t e s t i f i e d t o e a r l i e r ? 

A. Just i n summary, there were 35 wellbores and 42 

completions. No t e s t s of the zone, no p r o d u c t i o n 

e s t a b l i s h e d from the zone. A l l of our c a l c u l a t i o n s from 

e l e c t r i c logs i n d i c a t e t h a t the zone i s wet, and the 

q u a l i t a t i v e evaluations by the o r i g i n a l operator, they 

thought the zone was wet. I b e l i e v e the zone, a t l e a s t i n 
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these two s e c t i o n s , has been adequately evaluated, and I 

b e l i e v e i t t o be water-bearing. 

Q. Did you do a study of the San Andres and the 

G l o r i e t a beyond the area shown on the ownership map? 

A. No, s i r , I d i d not. But I am g e n e r a l l y f a m i l i a r 

w i t h t h a t production i n Lea County. 

Q. I s t h e r e any San Andres or G l o r i e t a p r o d u c t i o n i n 

t h i s immediate area? 

A. Not t o my knowledge, no. 

Q. Where would you say would be the c l o s e s t San 

Andres-Glorieta production? 

A. Well, the west Lovington-San Andres f i e l d would 

be approximately s i x miles south and o f f t h i s map. 

Q. Okay, do you have anything else on E x h i b i t 5? 

A. No, s i r . 

Q. Let's go on t o E x h i b i t 6. Would you t e l l t he 

Commission what t h a t is? What i s t h a t , Mr. Scott? 

A. Mr. Baber requested t h a t I perform some very 

basic c a l c u l a t i o n s on the e f f e c t s of SWD operations on the 

south o f f s e t w e l l s , and these are those c a l c u l a t i o n s . 

Q. What do you say i n those c a l c u l a t i o n s ? What was 

the r e s u l t of the c a l c u l a t i o n s ? 

A. Well, w i t h the assumed data i n items number 1 

through 4, I c a l c u l a t e d t h a t approximately 5 m i l l i o n 

b a r r e l s and nine years of operation a t 1500 b a r r e l s a day 
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would be required to sweep water to a wellbore 132 0 feet 

south of the proposed l o c a t i o n . 

Q. Mr. Scott, do you have an op i n i o n as t o whether 

c o r r e l a t i v e r i g h t s w i l l be impaired by t h i s s a l t w a t e r 

i n j e c t i o n w e ll? 

A. Yes, s i r , I do. I do not b e l i e v e c o r r e l a t i v e 

r i g h t s w i l l be impaired by t h i s o p e r a t i o n . 

Q. Do you bel i e v e t h a t t h i s A p p l i c a t i o n i s i n the 

best i n t e r e s t s of conservation of o i l and gas? 

A. Yes, I do. 

Q. And f o r what reason? 

A. Economical disposal options are a val u a b l e 

commodity i n our i n d u s t r y , and t h i s w i l l p rovide one more 

o p t i o n . 

MR. PADILLA: That's a l l I have, pass the 

witness. And we tender E x h i b i t s 5 and 6. 

CHAIRMAN WROTENBERY: Any obj e c t i o n ? 

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

CHAIRMAN WROTENBERY: Okay, E x h i b i t s 5 and 6 are 

admitted i n t o evidence. Mr. Owen? 

MR. OWEN: Thank you. 

CROSS-EXAMINATION 

BY MR. OWEN: 

Q. The San Andres and the G l o r i e t a have not been 

t e s t e d y e t , have they? 
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A. That's not the c o r r e c t statement, s i r . 

Q. Has any d r i l l stem t e s t been performed on e i t h e r 

of those zones? 

A. No. 

Q. Has any production t e s t been performed on any of 

those zones? 

A. No. 

Q. Okay. On E x h i b i t Number 5, your p o r o s i t y 

assumption i s 18 percent; i s t h a t r i g h t ? 

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

Q. And on E x h i b i t Number 6 your p o r o s i t y assumption 

i s 15 percent; i s t h a t r i g h t ? 

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

Q. Of course, p o r o s i t y could be higher than t h a t ; i s 

t h a t r i g h t ? 

A. Higher than — ? 

Q. Do you know e x a c t l y what the p o r o s i t y i s i n t h a t 

formation? 

A. Well, we have a d i r e c t measurement of the 

p o r o s i t y i n the formation i n the Watson 1-6. 

Q. Do you have a measurement of the p o r o s i t y i n t h i s 

w e l l ? 

A. No, s i r , we do not. 

Q. Do you know e x a c t l y what the p o r o s i t y i s i n t h i s 

d i s p o s a l well? 
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A. No, s i r , I do not. 

Q. I t might be higher than your assumption of e i t h e r 

15 or 18 percent; i s t h a t r i g h t ? 

A. I would t h i n k t h a t t o be very h i g h l y u n l i k e l y . 

Q. And i t might be lower than your assumption of 15 

or 18 percent; i s t h a t r i g h t ? 

A. That i s much more l i k e l y the case. 

Q. And i f i t ' s lower, then the water sweep i s going 

t o be f a s t e r than i f i t i s higher? 

A. That would be c o r r e c t . 

Q. So i t ' s your testimony t h a t i n f a c t the p o r o s i t y 

could be lower than the 15 percent assumed i n your August 

20th l e t t e r ; i s t h a t r i g h t ? 

A. That i s c o r r e c t , i t could be lower. 

Q. Therefore, the water could reach the south o f f s e t 

f a s t e r than the nine years i n d i c a t e d i n your August 2 0th 

l e t t e r ? 

A. Obviously those c a l c u l a t i o n s were based on very 

s i m p l i f i e d assumptions. 

Q. Okay. And i t ' s your testimony t h a t these two 

zones i n t h i s area are wet; i s t h a t r i g h t ? 

A. That would be c o r r e c t . 

Q. Does wet mean 100-percent water? 

A. V i r t u a l l y , yes. 

Q. Now, you've got a 98-percent and 62-percent water 
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s a t u r a t i o n . What's i n the other 2 percent or 3 8 percent i n 

t h a t formation? 

A. I n most instances i t would be some form of 

hydrocarbon. 

Q. So i n one of these t e s t s , based on the e l e c t r i c 

l o g , you could have as much as 38-percent hydrocarbons i n 

one of these zones? 

A. That would be c o r r e c t . 

Q. And the b a r r i e r t o commercial p r o d u c t i o n i s the 

di s p o s a l of a l l t h a t water t h a t would be produced w i t h 

those hydrocarbons; i s t h a t r i g h t ? 

A. Assuming you're making any hydrocarbon. 

Q. There could be as much as 3 8-percent hydrocarbon 

i n t h a t w e l l ; i s t h a t r i g h t ? 

A. But t h a t doesn't n e c e s s a r i l y mean t h a t t h a t 

hydrocarbon w i l l move t o the wellbore. 

Q. I t ' s p o s s i b l e , i s n ' t i t ? 

A. No. 

Q. Now much of t h a t 38 percent of hydrocarbon w i l l 

be recovered? 

A. I t would be my opi n i o n , v i r t u a l l y none. 

Q. Why? 

A. Because the r e l a t i v e p e r m e a b i l i t y of t h a t rock 

w i l l preclude hydrocarbon movement t o the wel l b o r e w i t h 

w a t e r - s a t u r a t i o n numbers of t h i s magnitude. 
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Q. And once t h a t water i s removed from the 

r e s e r v o i r , the hydrocarbon w i l l f low t o the w e l l b o r e ; i s 

t h a t r i g h t ? 

A. U n l i k e l y . 

Q. Nobody's t e s t e d i t , though, have they? 

A. That would be c o r r e c t . 

Q. And there i s o i l i n t h a t zone, i s n ' t there? 

A. That would be c o r r e c t . 

Q. Okay. Wi t h i n E x h i b i t Number 5, you r e f e r r e d t o a 

micr o l o g from Texas P a c i f i c . 

A. Yes, s i r , t h a t would be page 5, I b e l i e v e , of my 

e x h i b i t . 

Q. And you said there i s a show of o i l on the 

micr o l o g ; i s t h a t r i g h t ? 

A. Yes, s i r , t h a t i s c o r r e c t . 

Q. And you said what zone i t was, and I'm s o r r y , I 

don't remember. Can you t e l l me which zone i t was? 

A. This i s the basal San Andres. 

MR. OWEN: Basal San Andres, okay. 

That's a l l the questions I have, madame Examiner. 

Thank you, Mr. Scott. 

CHAIRMAN WROTENBERY: Commissioners? 

EXAMINATION 

BY COMMISSIONER BAILEY: 

Q. I s there any p o s s i b i l i t y of i n t e r f e r e n c e w i t h the 
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DKD w e l l w i t h i n j e c t i o n i n t o your proposed zones? 

A. I n t e r f e r e n c e from the two i n j e c t i o n - w e l l 

standpoints? 

Q. Right. 

A. I t would be h i g h l y u n l i k e l y . I b e l i e v e they're 

several thousand f e e t below the proposed i n t e r v a l . 

Q. Okay, the logs are cut o f f a t a bad spot here. 

Can you e x p l a i n t o me the c e i l i n g zones t h a t would prevent 

m i g r a t i o n of f l u i d s outside of the i n j e c t i o n i n t e r v a l ? 

A. There are zones of low p e r m e a b i l i t y immediately 

above the — w e l l a c t u a l l y , I ' d probably c a l l i t 6200 f e e t . 

There are zones of very low p e r m e a b i l i t y i n the San Andres 

for m a t i o n . I d i d not i n v e s t i g a t e a f l o o r l o w - p e r m e a b i l i t y 

b a r r i e r , so I can't answer the question on the bottom side. 

COMMISSIONER BAILEY: Thank you. 

CHAIRMAN WROTENBERY: Commissioner Lee? 

COMMISSIONER LEE: (Shakes head) 

COMMISSIONER BAILEY: Any follow-up? 

MR. PADILLA: I don't have any fol l o w - u p 

questions. 

CHAIRMAN WROTENBERY: Thank you very much f o r 

your testimony, Mr. Scott. 

MR. PADILLA: That's a l l I have, we r e s t . 

CHAIRMAN WROTENBERY: Thank you, Mr. P a d i l l a . 

Mr. Owen? 
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MR. OWEN: I have one witness, and I would r e a l l y -

l i k e t o get a l l of you out of here before lunch, madame 

Examiner. 

CHAIRMAN WROTENBERY: We'd appreciate t h a t , Mr. 

Owen. 

COMMISSIONER LEE: Take your time. 

CHAIRMAN WROTENBERY: Your name, s i r ? 

MR. WATSON: My name i s Danny Ray Watson. 

CHAIRMAN WROTENBERY: Nice t o see you, Mr. 

Watson. 

MR. WATSON: Thank you. 

MR. OWEN: Madame Examiner, before we begin I 

would l i k e t o p o i n t out t h a t the l a s t e x h i b i t t h a t I have, 

E x h i b i t Number 4, contains an a d d i t i o n a l l e t t e r which was 

not attached t o my prehearing statement, but which i s i n 

s u b s t a n t i a l l y the same form as the preceding l e t t e r , simply 

w i t h an updated t i t l e search. 

CHAIRMAN WROTENBERY: Thank you. And has i t been 

marked a t t h i s point? 

MR. OWEN: I t ' s got an e x h i b i t mark — should 

have an e x h i b i t mark on i t . I t should have been s t a p l e d t o 

the l a s t page. 

CHAIRMAN WROTENBERY: I've got — I t h i n k t h i s i s 

a l l I had. I s t h a t — Okay. 

MR. OWEN: I s t h a t contained i n the packet which 
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I j u s t gave you? 

CHAIRMAN WROTENBERY: Oh. 

MR. OWEN: -- stapled t o the preceding page. 

CHAIRMAN WROTENBERY: Thank you, got i t . Yes, 

i t ' s p a r t of E x h i b i t Number 4. 

MR. OWEN: Madame Commissioner, I c a l l Mr. Danny 

Watson. 

DANNY RAY WATSON, 

the witness h e r e i n , a f t e r having been f i r s t d uly 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. OWEN: 

Q. Would you please t e l l us your f u l l name? 

A. I t ' s Danny Ray Watson. 

Q. And where do you l i v e ? 

A. I l i v e i n Tatum, New Mexico. 

Q. Who do you work for? 

A. I work f o r myself, Danny's Hot O i l Service. 

Q. Do you have any other companies t h a t you're 

associated with? 

A. Yes, I also own DKD. 

Q. What do you do w i t h DKD? 

A. DKD i s a commercial SWD p u b l i c d i s p o s a l . 

Q. I s t h a t s a l t w a t e r disposal? 

A. Yes, i t i s . 
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Q. I s the name of your company DKD, LLC? 

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

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

D i v i s i o n ? 

A. Yes, I have. 

Q. Why don't you give us a very b r i e f overview of 

your background i n o i l and gas matters? 

A. I growed up i n the o i l f i e l d , I've had f o u r 

producing o i l and leases, I've run a s e r i e s of d i f f e r e n t 

k i n d of t r u c k i n g businesses, and again c u r r e n t l y I'm i n the 

hot o i l business and disposal business. 

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 

t h i s case? 

A. Yes, I am. 

Q. Do you own e i t h e r surface or m i n e r a l r i g h t s i n 

the s u b j e c t area? 

A. Yes, I do, both of them. 

Q. A l l r i g h t . I want you t o t u r n t o DKD E x h i b i t 

Number 1. Can you t e l l me what t h a t is? 

A. Yes, t h a t ' s a change of operator from Chesapeake 

Operator t o DKD, LLC. 

Q. What's the date on th a t ? 

A. 2-1 of '02. 

Q. I s t h a t the e f f e c t i v e date? 

A. Yes, i t i s . 
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Q. And when d i d you a c t u a l l y s i g n i t ? 

A. 4-1-02, i t looks l i k e . 

Q. Okay. And attached t o t h a t i s an assignment. 

Can you t e l l me what t h a t is? 

A. Yes, t h i s i s an assignment from Chesapeake 

Operating t o DKD f o r a l l r i g h t s , t i t l e and i n t e r e s t on a 

s t a t e lease t h a t they have acquired. 

Q. And a t the time of the D i v i s i o n Hearing, t h i s 

assignment had not yet been signed by Chesapeake. Has i t 

since been signed by Chesapeake? 

A. Yes, i t has. 

Q. And are the signatures r e f l e c t e d i n t h i s copy of 

the e x h i b i t ? 

A. Yes, they are. 

Q. And has i t been recorded i n the Lea County 

records? 

A. Yes, they have. 

Q. Does t h i s i n d i c a t e t h a t DKD, LLC, i s the operator 

of the minerals d i r e c t l y o f f s e t t i n g the i n j e c t i o n w e l l 

proposed by Pronghorn? 

A. Yes, i t does. 

Q. Who owns the surface on which your i n j e c t i o n w e l l 

i s located? 

A. I own a l l of the surface f o r 50 acres around. 

Q. Okay. And do you operate any w e l l s on t h a t 
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acreage? 

A. Yes, j u s t t h i s d i s p o s a l . 

Q. This disposal well? 

A. Yes. 

Q. I want you t o t u r n t o DKD E x h i b i t Number 2. Can 

you t e l l me what t h a t is? 

A. Yes, t h i s i s where I received my a u t h o r i t y t o 

begin i n j e c t i n g water i n the s a l t w a t e r d i s p o s a l . 

Q. When was i t issued? On the l a s t page, Mr. 

Watson. 

A. A l l r i g h t . A p r i l 26th, 2002. 

Q. And are you i n j e c t i n g s a l t w a t e r i n t o t h a t 

w e l l b o r e under t h i s order? 

A. Yes, I am. 

Q. When d i d you s t a r t ? 

A. Approximately J u l y the 3rd, 2002. 

Q. Do you have any i n t e r e s t i n the minerals uphole 

of your i n j e c t i o n zone? 

A. Yes, I own a l l -- According t o the lease, I have 

a l l r i g h t s , t i t l e and i n t e r e s t t o the minerals. 

Q. I n a l l zones? 

A. I n a l l zones. 

Q. Have you considered developing f o r producing 

purposes any of the zones uphole of your i n j e c t i o n zone? 

A. There's a very good p o s s i b i l i t y i n the near 
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f u t u r e . 

Q. And why are you opposing t h i s A p p l i c a t i o n ? 

A. I'm opposing t h i s A p p l i c a t i o n because they don't 

appear t o have the statement or lease, they don't appear t o 

have anything i n perspective. The other reason i s , I had 

hoped and planned on p o s s i b l y d r i l l i n g i n t o the shallower 

s t u f f and producing i t at a l a t e r date. 

Q. And why does t h i s A p p l i c a t i o n concern your plans 

t o d r i l l and produce shallower zones? 

A. Because, as you know, there i s some p r o d u c t i o n 

approximately s i x miles south of me i n some of these zones. 

I t h i n k they have c u r r e n t l y found some zones west of me 

approximately e i g h t t o ten miles. 

Q. I n the same zones t h a t Pronghorn proposes t o 

i n j e c t i n t o ? 

A. That's what I understand, yes. 

Q. Okay. Do you know who c o n t r o l s the minerals 

u n d e r l y i n g Pronghorn's proposed i n j e c t i o n w e l l ? 

A. Chesapeake Operating at the present time. 

Q. How do they c o n t r o l those minerals? 

A. They leased them from the State of New Mexico, 

and they now have the lease on t h a t acreage t h e r e . 

Q. Chesapeake does? 

A. Yes, they do. 

Q. I s t h a t E x h i b i t Number 3? 
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A. Yes, i t i s . 

Q. What i s E x h i b i t Number 3? 

A. E x h i b i t Number 3 i s where Chesapeake has leased 

a l l of the r i g h t s on the Section 6, Township 16, 36 East. 

Q. Did Pronghorn Management p r e v i o u s l y have any 

i n t e r e s t i n those minerals? 

A. I t ' s my understanding t h a t they had those and 

they l e t them lapse, and Chesapeake picked them up. 

Q. I s Chesapeake's lease current? 

A. Yes, i t i s . 

Q. How i s i t held? 

A. They c u r r e n t l y have a w e l l by the name of 

Chesapeake L i t t l e 6 Number 1 t h a t i s producing a t the 

c u r r e n t time. 

Q. I s t h a t i n Section 6? 

A. Yes, i t i s . 

Q. The same s e c t i o n t h a t t h i s proposed i n j e c t i o n 

w e l l i s on? 

A. Yes, i t i s . 

Q. And does t h i s lease, which i s E x h i b i t Number 3, 

in c l u d e the minerals under the i n j e c t i o n w e l l t h a t 

Pronghorn proposes i n t h i s case? 

A. Yes, i t does. 

Q. Have you had any discussions w i t h Chesapeake 

about whether Chesapeake has assigned i t s m i n e r a l i n t e r e s t 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 

83 

or r i g h t t o i n j e c t t o anyone else? 

A. I c a l l e d them back approximately June, and I 

t a l k e d t o Lynda Townsend at t h a t time. She s a i d t h e r e was 

no other assignments at t h a t time. I have t r i e d t o contact 

her approximately three more times, w i t h no r e t u r n c a l l s . 

Q. Okay. And have you i n v e s t i g a t e d the Lea County 

records t o see whether there are any recorded leases of 

these minerals? 

A. Yes, I have. 

Q. Do the r e s u l t s of those searches appear i n 

E x h i b i t Number 4? 

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

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

A. E x h i b i t Number 4 i s where I went down t o search 

the p u b l i c records at the courthouse. And as you can see, 

on January the 3rd, 2003, there was no t h i n g recorded from 

Chesapeake t o anyone else other than t o DKD. 

I got a more c u r r e n t one and checked i t out t o 

February the 13th of 2003, and t o my knowledge t o date 

t h e r e i s s t i l l no l e t t e r assignment other than t o DKD. 

Q. Now, I want you t o — Do you have Pronghorn's 

e x h i b i t s i n f r o n t of you? 

A. No, I do not. 

Q. Okay. I've handed you Pronghorn E x h i b i t Number 

4. Have you seen t h a t before? 
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A. Not u n t i l t h i s came up. I got i t maybe a week 

ago, through you. 

Q. Who i s t h a t l e t t e r from? 

A. The l e t t e r ' s from Chesapeake, r e p r e s e n t a t i v e 

Lynda Townsend. 

Q. Have you ever spoken w i t h Ms. Townsend? 

A. Yes, I have. 

Q. Did you negotiate w i t h Ms. Townsend when you 

secured your mineral lease from Chesapeake? 

A. Yes, I d i d . 

Q. Did Ms. Townsend t e l l you anything about her 

a u t h o r i t y t o lease the minerals t o you? 

A. Based on the conversation t h a t we had, she could 

g i v e me t h i s as a l e t t e r of i n t e n t . But as f a r as g e t t i n g 

a l e t t e r of assignment or anything, or a b i l l of sale such 

I have, i t had t o go through t h e i r l e g a l department. 

Q. And what d i d you do as a r e s u l t of t h a t 

conversation? 

A. I had t o persuade them — I t took a considerable 

amount of time, but I f i n a l l y got i t persuaded t o where the 

l e g a l counsel d i d give i t t o me. 

Q. And what d i d they give you? 

A. They gave me a l e t t e r of assignment, plus the 

assignment i t s e l f on Lots 13 and 14, I b e l i e v e . 

Q. And i s t h a t the assignment t h a t ' s contained i n 
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DKD E x h i b i t Number 1? 

A. Yes, i t i s . 

Q. Does t h a t contain signatures other than Ms. 

Townsend's signature f o r Chesapeake? 

A. Apparently everyone's but Lynda Townsend's, I 

be l i e v e . 

MR. OWEN: Okay. No f u r t h e r questions. 

CHAIRMAN WROTENBERY: Thank you, Mr. Owen. 

Mr. P a d i l l a ? 

MR. PADILLA: I have a few. 

CROSS-EXAMINATION 

BY MR. PADILLA: 

Q. Mr. Watson, you t e s t i f i e d t h a t t h e r e were two --

There was San Andres production s i x miles t o the south and 

e i g h t miles t o the west of the proposed i n j e c t i o n w e l l . Do 

you know whether t h a t San Andres formation i s g e o l o g i c a l l y 

connected w i t h the San Andres u n d e r l y i n g the proposed 

i n j e c t i o n w e ll? 

A. No, s i r , I'm not an engineer. I'm not sure. 

Q. You haven't done anything t o determine whether 

there's any geologic connection between those pools t o the 

south and t o the west? 

A. Not a t the c u r r e n t time. 

Q. Why i s i t t h a t you have not brought any geologic 

or engineering evidence t o t h i s hearing t o demonstrate t o 
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the Commission t h a t the San Andres u n d e r l y i n g your w e l l i s 

economically v i a b l e f o r production from the San Andres? 

A. B a s i c a l l y because of lack of f i n a n c i n g . 

Q. Well, you're here today, t h i s seems l i k e an 

important hearing t o you? 

A. Yes, s i r . 

Q. And you're making the suggestion t o us t h a t your 

c o r r e l a t i v e r i g h t s w i l l be impaired. Why i s i t t h a t you 

d i d not spend the money or obt a i n evidence t o show t h a t the 

San Andres i s economically v i a b l e i n your w e l l ? 

A. Like I say, lack of finances, because i t — 

p u t t i n g i n the DKD disposal i s p r e t t y expensive. 

Q. How much d i d you spend t o make an i n j e c t i o n w e l l 

of the Watson 1-6? 

A. How much d i d I spend, s i r ? 

Q. Yes. 

A. $187,000. 

Q. I f you're going t o recomplete i n the San Andres, 

what would you have t o do, using the same wellbore? 

A. Oh, I ' d have t o plug o f f underneath and come up 

the hole. 

Q. Are you going t o do t h a t , having spent t h a t much 

money t o complete i t f o r s a l t w a t e r disposal? 

A. Oh, no, s i r . 

Q. Do you intend t o d r i l l a new w e l l t o the San 
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Andres? 

A. Very good p o s s i b i l i t y . 

Q. How much would a w e l l l i k e t h a t cost? 

A. I'm going t o have t o estimate, around $200,000. 

Q. About h a l f a m i l l i o n ? 

A. I j u s t — $200,000 i s what I t h i n k i t would take, 

probably, t o d r i l l i t . 

Q. Have you done an AFE f o r d r i l l i n g t h a t w e l l ? 

A. No, s i r , I have not done one. 

Q. Have you prepared a C-101 f o r permission t o 

d r i l l ? 

A. No, s i r . 

Q. Do you have any plans concerning proposed 

d r i l l i n g operations on your lease? 

A. I do have some plans e v e n t u a l l y . Not i n the near 

f u t u r e but e v e n t u a l l y , yes. 

Q. Have you done a study as t o what the e f f e c t of 

the proposed s a l t w a t e r disposal w e l l w i l l have on your 

business, i n your s a l t w a t e r disposal business? 

A. Restate t h a t , please, s i r . 

Q. Well, have you done some k i n d of economic study 

as t o whether or not the proposed s a l t w a t e r i n j e c t i o n w e l l 

i s going t o a f f e c t your business adversely? That i s , your 

s a l t w a t e r d i s p o s a l operation? 

A. Oh, I'm sure i t w i l l a f f e c t i t , yes. 
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Q. I s t h a t why you're here today, t o propose t h a t 

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

A. No, s i r , not r e a l l y . 

Q. Well, why are you here? 

A. Because they can't seem t o understand t h a t I 

don't want them i n j e c t i n g i n a zone t h a t I may want t o 

produce out of e v e n t u a l l y . 

Q. Did you hear the testimony of Mr. Scott? 

A. Yes. 

Q. Have you ever d r i l l e d i n t o a wet formation? 

A. Yes, s i r . Well, I never have d r i l l e d , no, s i r . 

Q. Well, what happens when you — Do you know enough 

about what happens when you d r i l l i n t o a wet formation? 

A. I do understand, I've been i n the o i l f i e l d long 

enough, you have t o move l o t s of water t o get a l i t t l e b i t 

of o i l . 

Q. How much o i l do you expect t o recover from a 

proposed w e l l i n the San Andres on your lease? 

A. Oh, I don't know about the cumulative b a r r e l s . 

But i f i t come up 10 percent I probably could make i t work. 

Q. Ten percent o i l , 90 percent water? 

A. Yes, s i r . 

Q. You don't know whether i t ' s completely watered 

out? 

A. No, I have no way of knowing. 
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Q. Well, I don't b e l i e v e you answered my question 

e a r l i e r . Did you make a study of what e f f e c t on your 

s a l t w a t e r d i s p o s a l operation the proposed w e l l would have? 

A. Yeah, p r e t t y w e l l , I p r e t t y w e l l know what i t 

would do t o i t . 

Q. What would i t do? 

A. Well, i t would cut my business somewhat. 

Q. How much? 

A. Probably 3 5 percent, 40. 

Q. What does t h a t mean i n terms of money? 

A. Oh, i f I was making $1000 a month, I ' d be making 

$600. 

Q. Well, I'm asking a c t u a l e f f e c t . Say 35 percent, 

what does t h a t t r a n s l a t e t o on a monthly basis? 

A. T h i r t y - f i v e percent would probably run around 

$3500 a month. 

Q. Do you s t i l l owe money f o r the s a l t w a t e r 

d i s p o s a l — 

A. Yes, s i r — 

Q. — investment you made? 

A. — some, yes, s i r . 

Q. Do you have a s a l t w a t e r d i s p o s a l easement from 

the Land Commissioner's Office? 

A. Yes, I do. 

Q. You're paying r o y a l t i e s t o the Land Commissioner? 
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A. Yes, s i r . 

Q. When d i d you get your s a l t w a t e r d i s p o s a l easement 

from the Land Office? 

A. I got i t j u s t a very few weeks a f t e r I received 

the permit from the OCD. 

Q. So you got the OCD permit f i r s t , r i g h t ? 

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

Q. Did you have t o f i l e a copy of E x h i b i t 2 w i t h 

your a p p l i c a t i o n f o r s a l t w a t e r d i s p o s a l easement w i t h the 

Land Commissioner? 

A. I beli e v e I d i d , but i t ' s been a w h i l e back. I 

do not remember e x a c t l y . 

Q. My p o i n t i s t h a t you had t o have t h i s s a l t w a t e r 

d i s p o s a l order from the OCD before you a p p l i e d w i t h the 

Land Commissioner f o r a sa l t w a t e r d i s p o s a l easement, r i g h t ? 

A. That's the way I d i d i t . 

Q. And t h a t makes sense, r i g h t ? 

A. As f a r as I know. 

MR. PADILLA: I don't have any f u r t h e r questions. 

CHAIRMAN WROTENBERY: Thank you, Mr. P a d i l l a . 

Mr. Owen, before you and I f o r g e t again, I t h i n k 

we need t o introduce the e x h i b i t s i n t o evidence. 

MR. OWEN: Thank you, madame Examiner. I move 

the admission of DKD E x h i b i t s Numbers 1 through 4. 

CHAIRMAN WROTENBERY: Any o b j e c t i o n , Mr. P a d i l l a ? 
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MR. PADILLA: No. 

CHAIRMAN WROTENBERY: Okay, DKD E x h i b i t s Number 1 

through 4 are admitted i n t o the record. 

Commissioners, do you have any questions? 

EXAMINATION 

BY COMMISSIONER BAILEY: 

Q. Sure. How much do you charge per b a r r e l f o r 

disposal? 

A. I c u r r e n t l y charge 3 5 cents a b a r r e l , a t the 

c u r r e n t time. 

Q. The lease t h a t you have, E x h i b i t Number 3, 

the lease t o Chesapeake, on the second page, paragraph 

number 7 — 

A. Yes, ma'am. 

Q. -- are you aware t h a t t h i s paragraph means the 

assignment which you have recorded here w i t h the County i s 

not recognized by the Commission, t h a t you d i d not get an 

approval f o r your assignment f o r Chesapeake from the Land 

O f f i c e ? 

A. I apologize, but I be l i e v e I have one i n my 

o f f i c e . 

Q. Do you? Because t h i s assignment, b i l l of sale 

and conveyance t h a t you have as p a r t of E x h i b i t Number 1 i s 

not an approved assignment or recognized by the Land 

O f f i c e . 
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A. Oh, i t ' s not at the c u r r e n t time? 

Q. Never has been. 

A. Okay. 

Q. Okay, so i f t h i s i s a l l you have, I c a u t i o n you 

t h a t the Land O f f i c e does not recognize t h a t you have any 

r i g h t s or o b l i g a t i o n s t o t h a t land u n t i l you get an 

assignment approved by the State Land O f f i c e . 

A. Okay, I w i l l look a t t h a t whenever I get back, 

but I am reasonably sure I have something from the Land 

O f f i c e . 

Q. Okay, because t h i s does not do i t , t h i s e x h i b i t , 

and i t — 

A. Okay, yes ma'am. 

Q. — does not r e f l e c t any assignment from the 

Commissioner. 

A. Yes, ma'am, okay. 

COMMISSIONER BAILEY: That's r e a l l y a l l I have. 

CHAIRMAN WROTENBERY: Commissioner Lee? 

COMMISSIONER LEE: No. 

EXAMINATION 

BY CHAIRMAN WROTENBERY: 

Q. Mr. Watson, I j u s t wanted t o make sure we covered 

one item here. Your E x h i b i t Number 1 has a C-104-A, and 

attached t o t h i s C-104-A what has been a l i s t of w e l l s t h a t 

you were t r a n s f e r r i n g . There's nothing on t h i s form i t s e l f 
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t h a t i n d i c a t e s what w e l l t h i s form covers. Am I c o r r e c t i n 

understanding t h a t t h i s was the C-104-A f o r the Watson 6 

Well Number 1? 

A. Yes, ma'am. 

Q. Was there any other w e l l associated w i t h t h i s 

t r a n s f e r ? 

A. That was the only w e l l t h a t was on my p r o p e r t y , 

and t h a t was i t . 

Q. Thank you. 

A. I be l i e v e there was one i n the previous hearing, 

but I don't know. I'm p r e t t y sure t h e r e was — 

Q. The attachment was — 

A. Yes — 

Q. — here? 

A. — the attachment t h a t you're asking. 

CHAIRMAN WROTENBERY: Thank you, I have no 

f u r t h e r questions. 

Mr. Owen, do you have any follow-up? 

MR. OWEN: I may. No, madame Examiner — madame 

Chairman. 

CHAIRMAN WROTENBERY: Thank you. 

MR. OWEN: I've been c a l l i n g you Examiner a l l 

day, and I apologize. 

CHAIRMAN WROTENBERY: That's f i n e , t h a t ' s the 

r o l e I'm p l a y i n g today. 

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 

94 

MR. OWEN: Madame Chairman. 

CHAIRMAN WROTENBERY: Thank you. 

I n t h a t case, gentlemen, i f you would l i k e t o 

present a w r i t t e n c l o s i n g you're welcome t o do t h a t . We 

c e r t a i n l y would l i k e t o receive the b r i e f i n g m a t e r i a l s on 

the questions t h a t have been r a i s e d concerning the r i g h t of 

Pronghorn t o use t h i s w e l l f o r commercial d i s p o s a l 

purposes. Mr. Owen has already submitted a memorandum. 

COMMISSIONER BAILEY: He may want t o amend i t 

a f t e r t a l k i n g w i t h the Land O f f i c e . 

CHAIRMAN WROTENBERY: So how long do you t h i n k i t 

would take you t o get t h a t m a t e r i a l t o g e t h e r f o r us? 

MR. PADILLA: F i f t e e n days, i s t h a t good enough? 

CHAIRMAN WROTENBERY: That sounds f i n e . How 

about A p r i l 4th? I t h i n k t h a t might be approximately 15 

days. 

MR. OWEN: Madame Chairman, I do not want t o 

present a problem t o the App l i c a n t here. I have a t r i a l 

s t a r t i n g A p r i l 1 down i n Lovington, f o r which I'm going t o 

be f a i r l y consumed over the next week i n p r e p a r a t i o n , and 

the t r i a l i t s e l f s t a r t s A p r i l 1. I don't want t o — I'm 

not t r y i n g t o r a i s e t h i s f o r purposes of delay, but i f 

t h e r e 1 s anything we can workout — 

COMMISSIONER BAILEY: Well, how about t h e middle 

of the f o l l o w i n g week, the 9th of A p r i l ? 
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MR. OWEN: That would be f i n e . 

CHAIRMAN WROTENBERY: I f we could get those 

m a t e r i a l s i n on the 9th, we would appreciate i t . 

MR. OWEN: And what e x a c t l y would you l i k e ? A 

b r i e f from each of us, or j u s t simply from Mr. P a d i l l a ? 

CHAIRMAN WROTENBERY: Well, c e r t a i n l y from Mr. 

P a d i l l a , because you've already submitted something. But 

as Commissioner Bailey has suggested, a f t e r your v i s i t w i t h 

the Land o f f i c e you may want t o supplement what you have 

submitted as w e l l . So w e ' l l c e r t a i n l y accept a supplement 

on behalf of DKD. 

MR. OWEN: Thank you madame Chairman. 

CHAIRMAN WROTENBERY: Thank you. 

Any other matters t h a t we need t o cover today? 

MR. PADILLA: That's i t . 

CHAIRMAN WROTENBERY: I f not, then w e ' l l take 

t h i s case under advisement. Thank you very much, 

gentlemen. 

MR. OWEN: Thank you, madame Chairman. 

CHAIRMAN WROTENBERY: Thank you t o the witnesses. 

(Thereupon, these proceedings were concluded a t 

12:05 p.m.) 

* * * 
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