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

10:50 a.m.: 

EXAMINER CATANACH: C a l l the hearing back t o 

order, and at t h i s p o i n t I ' l l c a l l Case 12,905, which 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 , Lea County, New 

Mexico. 

C a l l f o r appearances i n t h i s case. 

MR. PADILLA: Mr. Examiner, I'm Ernest L. P a d i l l a 

f o r the A p p l i c a n t , Pronghorn Management Corporation. 

EXAMINER CATANACH: A d d i t i o n a l appearances? 

MR. OWEN: Mr. Examiner, Paul Owen of the Santa 

Fe Lciw Firm of Montgomery and Andrews, appearing on behalf 

of DKD LLC. 

EXAMINER CATANACH: Okay. 

MR. PADILLA: Mr. Examiner, I have one witness, 

who's a t the witness stand. 

EXAMINER CATANACH: Mr. Owen, w i l l you have a 

witness i n t h i s case? 

MR. OWEN: I w i l l have one witness, Mr. Examiner. 

EXAMINER CATANACH: Can I get the two witnesses 

t o please stand t o be sworn i n at t h i s time? 

(Thereupon, the witnesses were sworn.) 

MR. PADILLA: Mr. Examiner, I have one set of 

e x h i b i t s . I ' l l be glad t o give the ones the witness has t o 
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the D i v i s i o n . That was — 

EX/AMINER CATANACH: Thank you, Mr. P a d i l l a . 

MR. PADILLA: -- an o v e r s i g h t on my p a r t . 

GUY A. BABER, I I I , 

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

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

DIRECT EXAMINATION 

BY MR. PADILLA: 

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

please. 

A. My name i s Guy A l l e n Baber, I I I . 

Q. Where do you l i v e , Mr. Baber? 

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

Q. What i s your r e l a t i o n s h i p t o Pronghorn Management 

Corp.? 

A. President of Pronghorn Management, o p e r a t i n g 

p a r t n e r , o p erating member/manager. 

Q. Did you cause a C-108 t o be f i l e d before the 

Di v i s i o n ? 

A. Yes, s i r , I d i d . 

Q. I n connection w i t h t h a t A p p l i c a t i o n , d i d you use 

your experience i n the o i l and gas i n d u s t r y i n order t o 

work up t h a t A p p l i c a t i o n ? 

A. Yes, s i r . 

Q. What i s your experience i n the o i l and gas 

STEVEN T. BRENNER, CCR 
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in d u s t r y ? 

A. I've been involved w i t h the o i l and gas i n d u s t r y 

since 197 6. I worked f o r Conoco f o r f o u r years and then I 

was i n v o l v e d -- I have been involved i n our f a m i l y 

business, o i l and gas production and c o n t r a c t i n g business, 

since t h a t time. 

Q. How long has t h a t been? 

A. 1976 t o 1980, 1980-81, s i n c e 1980-81. 

Q. Can you give us an idea of what the f a m i l y 

business is? I mean, do you d r i l l w e l l s , do you — t h a t 

k i n d of thing? 

A. Mostly, we've bought e x i s t i n g w e l l s and t r i e d t o 

produce those, and we've d r i l l e d a few w e l l s , not very many 

at a l l . 

Q. I n lo o k i n g at the prospects and i n d e c i d i n g t o 

f i l e t h i s A p p l i c a t i o n , d i d you study logs and i n f o r m a t i o n 

t h a t you have i n your o f f i c e s ? 

A. Yes, I d i d . 

Q. Do you understand t h a t from the standpoint of a 

p r a c t i c a l o i l person? 

A. From a layman's standpoint, yes. 

MR. PADILLA: Mr. Examiner, we tender Mr. Baber 

as not only being the manager and owner of -- p a r t owner of 

Pronghorn Management Corporation, but also as an 

experienced o i l person. 

STEVEN T. BRENNER, CCR 
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EXAMINER CATANACH: Any obje c t i o n ? 

MR. OWEN: We have no o b j e c t i o n t o h i s being 

q u a l i f i e d as an experienced o i l and gas person. However, 

we do note t h a t he's not q u a l i f i e d as an expert i n 

petroleum engineering or geology. 

EXAMINER CATANACH: With t h a t q u a l i f i c a t i o n , Mr. 

Baber i s so q u a l i f i e d . 

Q. (By Mr. P a d i l l a ) Mr. Baber, l e t ' s s t a r t out w i t h 

what we have marked as E x h i b i t Number 1. Can you i d e n t i f y 

t h a t f o r the Examiner, please? 

A. This i s our A p p l i c a t i o n f o r the a u t h o r i z 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 w e l l , C-108 A p p l i c a t i o n . 

Q. What has been the h i s t o r y of t h a t A p p l i c a t i o n ? 

A. The l e t t e r i s dated A p r i l 3rd. We — 

Q. That's a cover l e t t e r ? 

A. Cover l e t t e r i s dated A p r i l 3rd, 2002. 

Q. And i s t h a t when you submitted the A p p l i c a t i o n t o 

the O i l Conservation Divi s i o n ? 

A. Yes, s i r . 

Q. Okay. Let's get on t o the A p p l i c a t i o n i t s e l f . 

Looking a t the second page, I guess t h a t ' s where i t s t a r t s . 

A. Yes, s i r . 

Q. And i s the i n f o r m a t i o n on t h a t f i r s t page 

c o r r e c t , as f a r as we are concerned today? 

A. Yes, s i r . Yes, s i r , i t i s . 
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Q. Okay. That's j u s t a cover p o r t i o n of the C-108; 

i s t h a t f a i r t o say? 

A. That's r i g h t . 

Q. Okay, l e t ' s get on t o the t h i r d page. What i s 

loc a t e d on t h a t t h i r d page of the A p p l i c a t i o n ? I t ' s -- May 

I approach the witness, your Honor? 

EXAMINER CATANACH: You may. 

THE WITNESS: Oh, the t h i r d , I'm s o r r y , the 

t h i r d . This i s the -- t h i s i n f o r m a t i o n , I n j e c t i o n Well 

Data Sheet and a d d i t i o n a l data t h a t we f i l l e d out t h a t 

h o p e f u l l y , once we've est a b l i s h e d t h a t we have a d i s p o s a l 

well,, i t w i l l be the 2-7/8-inch t u b i n g w i t h — p l a s t i c 

coated, w i t h a Baker Model "R" packer set a t 5950, and then 

i t goes on t o s t a t e c e r t a i n questions and answer c e r t a i n 

questions about — w e l l was d r i l l e d i n i t i a l l y , was not f o r 

i n j e c t i o n , but -- and then i t was d r i l l e d f o r an o i l w e l l , 

and the i n j e c t i o n formation w i l l be the San Andres-

G l o r i e t a . 

Q. (By Mr. P a d i l l a ) What was the producing i n t e r v a l 

of t h i s w ell? 

A. I t would be i n the Townsend-Wolfcamp. 

Q. And i s i t productive of o i l and gas i n t h a t zone 

now ---

A. No. 

Q. — today? 

STEVEN T. BRENNER, CCR 
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A. No. 

Q- How long has i t ceased t o produce o i l ? 

A. I haven't -- We haven't ever produced o i l out of 

t h i s zone since we've owned the lease. 

Q When d i d you purchase the lease? 

A Oh, I don't know the exact year. 

Q Just give us a --

A 1992, 1993, something l i k e t h a t . 

Q I n c o n junction w i t h t h a t purchase, d i d you 

rec e i v e geologic i n f o r m a t i o n from whoever you bought i t 

from? 

A. Yes. 

Q. What s o r t of i n f o r m a t i o n d i d you get? 

A. Oh, we -- Of course, a l l the w e l l f i l e s , what the 

previous operator or the o r i g i n a l operator, what work they 

had done, what p o t e n t i a l they thought s t i l l e x i s t e d i n the 

Wolfcamp, j u s t standard w e l l f i l e s . 

Q. What i s the general producing i n t e r v a l s i n t h i s 

area? 

A. I t would be what they c a l l the Wolfcamp. 

Q. Wells are d r i l l e d t o the Wolfcamp and the y ' r e 

produced from the Wolfcamp? 

A. That's r i g h t . 

Q. Do you know whether there's any shallow 

p r o d u c t i o n i n t h i s area? 

STEVEN T. BRENNER, CCR 
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A. To my knowledge, there's no shallow p r o d u c t i o n . 

Q. And what i s the i n j e c t i o n i n t e r v a l here, or the 

form a t i o n t h a t you're going t o i n j e c t — propose t o 

i n j e c t --

A. Our proposal would be f o r the San Andres-

G l o r i e t a . 

Q. Can you t e l l the Examiner how you g e n e r a l l y want 

t o conduct business out here, as f a r as i n j e c t i n g water 

i n t o t h i s well? 

A. Generally, we'd l i k e t o have e v e r y t h i n g i n place 

as fcir as w i t h the data and the i n f o r m a t i o n t h a t we have, 

the equipment t h a t ' s been submitted. And of course w e ' l l 

have our closed system, and p r e f e r a b l y we'd l i k e t he zone 

t o tcike the f l u i d on a vacuum. But of course i f i t 

doesn't, w e ' l l have t o have a pump the r e t o pump i t , i n j e c t 

i t under pressure. 

Q. Where are you going t o get the water t o i n j e c t ? 

A. Hopefully from t r u c k e r s , o i l f i e l d t r u c k e r s t h a t 

are h a u l i n g disposal water, produced water, t h a t need a 

place: f o r a disposal w e l l . 

Q. Okay. Let's t u r n on t o the next page. What does 

t h a t show? 

A. This shows a wellbore schematic of how, 

h o p e f u l l y , i t w i l l look when we get t o the p o s i t i o n of 

ready t o i n j e c t f l u i d i n t o the zone, and then i t gives a 

STEVEN T. BRENNER, CCR 
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breakdown on the casing s i z e , cement, what the casing sizes 

are, what's been cemented from the surface casing t o the 

int e r m e d i a t e casing and our 5-1/2-inch p r o d u c t i o n casing. 

And then of course, l i k e I s a i d , the we l l b o r e 

schematic, the work w e ' l l have t o do t o prepare the w e l l t o 

be approved t o i n j e c t the f l u i d . 

Q. The next page has a l a r g e r w e l l schematic. I s 

t h a t the same well? 

A. Yes, s i r , t h a t ' s the same wellbore schematic. 

I t ' s j u s t a l a r g e r --

Q. Can you discuss w i t h us whether the i n j e c t i o n — 

or the cement t h a t i s on t h i s w e l l now? 

A. The cement, as f a r as r i g h t now, t h i s 13-3/8-inch 

casing s t r i n g i s cemented, c i r c u l a t e d t o surface. 

The 8-5/8 i s set at 4749 f e e t , and i t ' s cemented 

up i n t o the — up t o 62 5 f e e t . That's c a l c u l a t e d t op of 

cement. 

And then the 5-1/2-inch casing i s set a t 10,679 

f e e t w i t h 3 00 sacks of cement, and the top of the cement i s 

9762 f e e t . 

Q. Are you going t o c i r c u l a t e any more cement i n t o 

t h i s w e ll? 

A. Yes, s i r , we w i l l do — What our pl a n c a l l s f o r 

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

Q. On what s t r i n g ? 

STEVEN T. BRENNER, CCR 
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A. On the 5-1/2-inch. 

Q. Okay. So the whole t h i n g w i l l be cemented? 

A. Yes, s i r . 

Q. Okay. I s my understanding c o r r e c t , then, t h a t 

a l l of the s t r i n g s are going t o be cemented t o the surface 

from where your packer i s set a t 5950? 

A. The 5-1/2-inch, yes, w i l l be c i r c u l a t e d t o 

surface. 

Q. Okay. And where i n t h i s w e l l schematic i s the 

fo r m a t i o n encountered, the i n j e c t i o n formation? 

A. Our formation i s from 6000 f e e t t o 6400 f e e t . 

Q. Okay. 

A. The San Andres and G l o r i e t a . I t h i n k we're s t i l l 

i n the G l o r i e t a a t 6400 f e e t , but t h a t ' s the zone of 

i n t e r e s t . 

Q. What happens below the cement plug t h a t ' s shown 

on t h i s schematic? And my question i s r e a l l y , w i l l water 

migraite below t h a t cement plug? 

A. I don't t h i n k so. We'll have cement i n place and 

our plugs i n place. 

Q. Would the pressures t h a t you i n t e n d t o encounter 

i n i n j e c t i n g water i n t o t h i s w e l l and i n t o t h i s i n j e c t i o n 

f o r m a t i o n cause t h a t plug t o f a i l ? 

A. I wouldn't t h i n k so. 

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

STEVEN T. BRENNER, CCR 
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show? 

A. This i s Attachment t o our A p p l i c a t i o n . I t j u s t 

goes through Roman numeral numbers on what's enclosed i n 

the r e s t of the A p p l i c a t i o n . 

Q. Does t h a t show how much water you intended t o 

i n j e c t per day? 

A. Well, we have — We've proposed, of course, 1500 

b a r r e l s a day a t somewhere between 500 pounds and 1000 

pounds. 

Q. You mentioned e a r l i e r t h a t you intended — or you 

planned, h o p e f u l l y , t o i n j e c t i n t o a vacuum. How are you 

aware of that ? 

A. Looking back at the d r i l l i n g records and the w e l l 

records, when they encountered t h i s zone of i n t e r e s t a t 

about 6210 they l o s t c i r c u l a t i o n i n the w e l l . 

Q. Okay. I s t h a t cemented? 

A. No, i t i s not. Not at t h i s p o i n t i n time. 

Q. Has there ever been any o i l p r o d u c t i o n from the 

San Andres-Glorieta formation i n t h i s w e l l ? 

A. No, s i r . 

Q. Has there been any o i l pr o d u c t i o n from the San 

Andres and the G l o r i e t a i n the area? 

A. No, s i r , not t o my knowledge. 

Q. Where i s the f r e s h water encountered w i t h i n the 

wellbore? 

STEVEN T. BRENNER, CCR 
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A. I don't know t h a t there was f r e s h water 

encountered i n t h i s wellbore, but there's f r e s h water up 

th e r e t h a t — i f there i s , the zone i s up, I b e l i e v e , 60 

f e e t t o 200 f e e t , I b e l i e v e . 

Q. From what a q u i f e r i s t h a t ? 

A. That would be the Og a l l a l a . 

Q. What do you know about the nature of freshwater 

sources i n the area? Good water, bad water? 

A. Yeah, I t h i n k i t ' s -- I t h i n k there's good water 

out t h e r e . 

Q. What opinion do you have about whether or not the 

f r e s h water w i l l be protected by the casing and the 

i n t e g r i t y of t h i s well? 

A. Oh, t o me there's no doubt about i t . I t ' s a l l — 

That issue has been addressed a long time ago when they — 

you know, t h a t ' s why they ran the 13-3/8 and then ran t h e i r 

i n t e r m e d i a t e s t r i n g . I t ' s cased and cemented, t e s t e d . 

Q. So i s your answer t h a t there w i l l be no impact? 

A. Yes, s i r . 

Q. Are you a n t i c i p a t i n g having t o a c i d i z e the 

fo r m a t i o n i n order t o create more p o r o s i t y t o --

A. We had i t i n our AFE t h a t we worked up, j u s t i n 

case. We have i t i n our costs, t h a t p o s s i b l y w i t h our 

cement j o b t h a t we're going t o have t o do, t h a t , you know, 

there; be a need t o a c i d i z e i t and clean i t up a l i t t l e b i t 

STEVEN T. BRENNER, CCR 
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f o r the zone t o take f l u i d . 

Q. Okay, l e t ' s go on t o the next page, and t e l l us 

what t h a t i s . 

A. This i s a map of w e l l s t h a t are w i t h i n a h a l f - a 

mi l e r a d i u s of our SWD proposal. 

Q. How many w e l l s do you operate w i t h i n t h a t h a l f -

m i l e c i r c l e ? 

A. This State T Number 2 w i l l be the only one. The 

r e s t of them have been plugged. 

Q. I n o t i c e t h a t there are some other Pronghorn 

w e l l s t h e r e . Are those the ones t h a t are plugged? 

A. Yes, s i r . 

Q. Are there any producing w e l l s w i t h i n t h a t one-

h a l f - m i l e c i r c l e ? 

A. I don't -- The only producing w e l l may be t h i s 

Snyder "A", which w i l l be south of the State T Number 1. 

But I don't know i f i t ' s producing now or not, t o t e l l you 

the --

Q. There's a Watson 1-6 t o the southeast of the 

proposed l o c a t i o n , or the proposed i n j e c t i o n w e l l . What 

can you t e l l us about t h a t well? 

A. That i s now a s a l t w a t e r d i s p o s a l w e l l . 

Q. And what formation i s i t producing — 

A. I b e l i e v e they're i n the Wolfcamp. 

Q. I n j e c t i n g i n t o the Wolfcamp? 

STEVEN T. BRENNER, CCR 
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A. Yes. 

Q. Do you know any of the h i s t o r y of when t h a t w e l l 

became an i n j e c t i o n well? 

A. Just i n the l a s t few months. 

Q. Okay, who owns t h a t well? 

A. I b e l i e v e DKD LLC, does. 

Q. And i s t h a t the opponent i n t h i s case? 

A. Yes, s i r . 

Q. Okay, l e t ' s look at the next page. What i s t h a t ? 

A. This i s a l i s t of — or map of the w e l l s i n a 

two-mile r a d i u s . 

Q. Okay. I s there any s i g n i f i c a n c e — Well, l e t me 

ask t h i s : I s there any known production w i t h i n t h a t two-

and-a-half -mile radius of the G l o r i e t a and San Andres? 

A. No, s i r , not t o my knowledge. 

Q. Do you know i f there are any w e l l s t h a t are 

producing i n t h i s two-mile area or c i r c l e t h a t are 

pr o d u c t i v e i n shallow formations, other than the San Andres 

and G l o r i e t a ? 

A. I don't know of any shallow p r o d u c t i o n i n the 

area, 

Q. Okay, what i s the primary p r o d u c t i o n i n t h i s 

area, as f a r as o i l and gas i s concerned? 

A. I t would be the Wolfcamp, and then I b e l i e v e 

G i l l e s p i e and others, they're down i n the — a l i t t l e b i t 
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l o w e r t h a n t h e Wolfcamp, I b e l i e v e i t ' s t h e Strawn. I t ' s 

been a deeper p l a y , deeper t h a n t h e Wolfcamp. 

Q. I s a l o t o f produced w a t e r e n c o u n t e r e d i n t h e o i l 

and gas p r o d u c t i o n i n t h i s area? 

A. I'm n o t t h a t f a m i l i a r w i t h t h e Strawn, b u t I know 

t h e Wolfcamp does produce some w a t e r . 

Q. L e t ' s go on t o t h e n e x t page. What i s t h a t l i s t ? 

A. T h i s i s a l i s t o f t h e w e l l s t h a t a r e i n t h e h a l f -

m i l e area. 

Q. Going t o t h e f a r s i d e o f t h a t , t h e r e ' s one w e l l 

t h a t ' s l i s t e d as a c t i v e . I s t h a t t h e w e l l you mentioned 

b e f o r e ? 

A. W e l l , i t shows t h r e e a c t i v e w e l l s . The w e l l I 

was t a l k i n g about was t h e Snyder "A" Com, t h i r d f r o m t h e 

b o t t o m , shows i t t o be a c t i v e . 

Okay, I'm s o r r y , t h e two w e l l s t h a t a r e --

Yeah. 

— two w e l l s t h a t a r e a c t i v e . 

I t shows one i n t h e Wolfcamp and two i n t h e 

Q 

A 

Q 

A 

Strawn 

Q. How f a r below i s t h e Strawn and t h e Wolfcamp i n 

t h i s area from t h e i n j e c t i o n f o r m a t i o n ? 

A. Ask me t h a t a g a i n , E r n i e , please? 

Q. How f a r below i s t h e Strawn and t h e Wolfcamp f r o m 

t h e i n j e c t i o n f o r m a t i o n , i n terms o f depth? 
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A. Of our well? 

Q. Yes. 

A. I t looks l i k e i t ' s going t o be 4700 f e e t t o 5700 

f e e t , somewhere around there. 

Q. What i s your opinion as t o whether or not 

i n j e c t e d water t h a t you might i n j e c t i n the proposed 

i n j e c t i o n w e l l w i l l migrate down t o the Wolfcamp or the 

Strawn? 

A. I don't t h i n k there's — I don't t h i n k t h a t would 

be a problem. I don't see how i t would do t h a t . 

Q. What are the next few pages on the C-108? Well, 

s p e c i f i c a l l y the next two pages? 

A. This i s the w e l l data sheets of the -- gives a 

l i s t of the name of the w e l l s and the s t a t u s of the w e l l s 

and what size hole was d r i l l e d , casing depths and t h e i r 

cementing programs. 

Q. What i s t h i s intended t o show, t h i s i n f o r m a t i o n ? 

A. Just t o show what i s i n the area, what has been 

done i n the area, what the casing programs were, the 

cementing programs were, and then what the s t a t u s i s of the 

w e l l s . 

Q. I n terms of the cementing and the equipment --

downhole equipment i n these w e l l s , what does t h i s i n d i c a t e 

as fcLr as your proposed i n j e c t i o n program? 

A. Well, a l o t of i t , of course, you can see t h a t 
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t h e y ' r e m a i n l y concerned w i t h cementing a c r o s s t h e Strawn-

Wolfcamp zone, and b r i n g i n g cement up t o a c e r t a i n l e v e l , 

c e r t a i n t o p , t h a t t h e y ' r e n o t r e a l l y concerned o f our zone 

o f i n t e r e s t b e i n g p r o d u c t i v e or h a v i n g any m e r i t , because 

t h e y ' r e n o t b r i n g i n g t h e cement up on t h e p r i m a r y j o b f o r 

r e c o m p l e t i o n purposes on down t h e r o a d . What t h e y ' r e 

l e a v i n g i s cement, so when t h e y p l u g t h e w e l l t h e y can come 

i n t h e r e and c u t t h e c a s i n g o f f and s a l v a g e t h e c a s i n g f o r 

f u r t h e r v a l u e upon det e r m i n e a — p l u g and abandon t h e 

w e l l . 

Q. Does t h i s a l s o show t h a t t h e cementing program i n 

t h i s w e l l i s adequate t o p r o t e c t any zones t h a t may be 

p r o d u c t i v e o f o i l and gas? 

A. I t h i n k i t does, yes, s i r . 

Q. L e t ' s go two pages back t h e r e . There's a Form 

C-103. What i s t h a t ? 

A. T h i s i s j u s t a p r o c e d u r e , approved p r o c e d u r e t h a t 

t h e w e l l has been plugged and abandoned. 

Q. Which w e l l ? 

A. T h i s i s t h e S t a t e "C" Number 2 o f C h a r l e s B. 

G i l l e i s p i e , J r . , as o p e r a t o r . 

Q. And why i s t h i s i n here? 

A. We p u t i t i n here t o show t h a t — you know, what 

has been done, p r e t t y much t h e s t a n d a r d p l u g g i n g p r o c e d u r e 

i n t h i s a r e a , j u s t t o show, you know, what t h e s t a n d a r d 
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o p e r a t i n g procedure i s , or p r e t t y close t o i t , on pluggi n g 

w e l l s i n the area. 

Q. Okay. How about the next form i n here, another 

C-103? 

A. This would be another one of Mr. G i l l e s p i e ' s . 

Q. Okay. Can you continue d i s c u s s i n g these C-103s, 

please? 

A. They're j u s t more of the same, and then the 

well b o r e schematics on how the w e l l looks once i t was 

plugged. We do have one here where we've — on the State 

T, f o r instance, the State T Well Number 3, where i t ' s been 

plugged, casing was p u l l e d , and adequate cement was put, as 

f a r as the O i l Commission, and the plugging procedures are 

documented t h a t the w e l l was plugged. 

And t h i s gives you an idea of what i t looks l i k e 

when you do f u l l casing. 

Q. Do a l l these plugged and abandoned w e l l s show i n 

the schematic t h a t i s attached t o the C-103s t h a t the 

var i o u s p r o d u c t i v e formations are segregated from each 

other, and water would not migrate up and down the 

wellbore? 

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

Q. Let's go down the road here. There's a r e p o r t 

from the State Engineer's O f f i c e . Can you t e l l t he 

Examiner what t h a t ' s about? 
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A. This i s j u s t -- This i s a r e p o r t of the water 

w e l l s t h a t are i n the area, gives a l i s t of the name of 

them and then i t shows an a n a l y s i s of what the water i s , 

what the s t a t u s of i t i s . 

Q. What i s the status of the water? 

A. I t looks l i k e i t ' s shallow and i t ' s good water. 

Q. Are there any w e l l s on the 40-acre t r a c t t h a t 

you're proposing t o dispose water of? 

A. Any water wells? 

Q. Yes. 

A. Not t h a t I'm aware of. 

Q. These are w e l l s j u s t i n the area? 

A. Yes. 

Q. Okay, and t h a t would be shallow water? 

A. Yes. 

Q. There's a Cardinal Laboratories water a n a l y s i s 

here. What does t h a t show? 

A. That shows an analysis of the water. 

Q. I s the water good? 

A. Yeah, i t looks l i k e i t ' s okay. 

Q. Good water? 

A. Yes. 

Q. Okay. You have a l i s t now of pools next, 

f o l l o w i n g the freshwater i n f o r m a t i o n . What i s t h i s 

intended t o show? 
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A. This j u s t shows the type of f l u i d t h a t h o p e f u l l y 

w i l l be i n j e c t e d , d i f f e r e n t pools, d i f f e r e n t l e v e l s of 

c h l o r i d e s t h a t — p o s s i b i l i t y of these d i f f e r e n t areas, 

these d i f f e r e n t pools, t h a t — the type of f l u i d w e ' l l be 

i n j e c t i n g i n t o our w e l l . 

Q. Do you know of any r e s t r i c t i o n s as t o the number 

of c h l o r i d e s or anything l i k e t h a t , t h a t you can dispose 

o f , or t h a t you're — 

A. No, I do not. 

Q. But as I understand t h i s l i s t , i s t h a t water from 

any one of these pools could come and be disposed of i n 

your i n j e c t i o n well? 

A. Yes, s i r . 

Q. I s t h a t a l l over southeast New Mexico? 

A. Yes, s i r . 

Q. What's the l a s t second t o the l a s t — t h i r d t o 

the l a s t page i n d i c a t e , t h a t ' s marked w i t h a Roman numeral 

V I I I a t the top right-hand corner? 

A. This i s j u s t a formation t o p , a v a i l a b l e , and then 

the l i t h o l o g y record of the area. 

Q. Has t h i s A p p l i c a t i o n been approved already? 

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

Q. What i s the reason t h a t you know of as t o why 

t h i s — an o b j e c t i o n was f i l e d ? 

A. According t o my i n f o r m a t i o n , they objected 
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because they sa i d t h a t they were not n o t i f i e d as an o f f s e t 

operator. 

Q. When you say "they", who do you mean by "they"? 

A. DKD LLC 

Q. Okay. At the time you f i l e d t h i s A p p l i c a t i o n , 

were the o f f s e t operators the operators t h a t are l i s t e d on 

the second t o l a s t page of t h i s C-108? 

A. Yes, s i r , a t the time we submitted our 

A p p l i c a t i o n — 

Q. T h i r d t o the l a s t , I'm so r r y . 

A. Yes, s i r . 

Q. -- Chesapeake Operating was o f f s e t operator; 

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

Corporation; and Energen Resources Corporation were a l l 

n o t i f i e d as o f f s e t operators. 

Q. Do you know g e n e r a l l y when DKD acquired i t s 

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

A. According t o my records, he — h i s assignment, 

b i l l of sale and conveyance was of record May 14th, 2002. 

Q. And you're r e f e r r i n g t o the assignment t h a t we 

submitted w i t h our packet t h a t i s --

A. Yes, s i r . 

Q. — E x h i b i t Number 5, r i g h t ? 

A. Yes, s i r , Assignment, B i l l of Sale and Conveyance 

from Chesapeake Operating and others t o DKD LLC. 
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Q. While we're here, take a look a t E x h i b i t Number 6 

i n your packet. 

A. Yes, s i r . 

Q. What i s that? 

A. That's a r e g i s t e r e d r e t u r n r e c e i p t from the 

o f f s e t operators of the l e t t e r we sent out, Chesapeake, 

Pronghorn, we d i d n ' t — I d i d n ' t — State Land O f f i c e as 

landowner, Energen Resources Corporation and Charles B. 

G i l l e s p i e , J r . 

Q. Let's go on t o E x h i b i t Number 7. What i s t h a t ? 

A. This i s a change-of-operator from Chesapeake 

Opereiting, Incorporated, t o DKD LLC. 

Q. When was t h a t change-of-operator approved? 

A. I t looks l i k e the change-of-operator was approved 

A p r i l 15th, 2002. 

Q. Was t h a t a f t e r you f i l e d your A p p l i c a t i o n ? 

A. Yes, s i r . 

Q. Let's go on now back up t o E x h i b i t Number 2. 

Please i d e n t i f y t h a t . What i s that ? 

A. That i s a — I t ' s an i n t e r - o f f i c e correspondence 

t h a t I had i n our w e l l f i l e s t h a t I used f o r some of my 

i n f o r m a t i o n e v a l u a t i n g the State T Number 2 w e l l as a 

sa l t w a t e r d i sposal w e l l . 

Q. I s t h i s i n f o r m a t i o n i n your business records? 

A,. Yes, s i r . 
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Q. And i s t h i s i n f o r m a t i o n the i n f o r m a t i o n t h a t you 

acquired as a r e s u l t of a c q u i r i n g the lease? 

A. Yes, s i r . 

Q. Okay, what does t h a t i n d i c a t e as f a r as the --

Well, no, t e l l me, what does t h a t show i n terms of the 

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

A. I t address the San Andres formation i t s e l f , and 

i t addresses t h a t there's been some s l i g h t shows of o i l i n 

the San Andres formation. We encountered p o r o s i t y i n the 

State T Number 2 w e l l — 

Q. Now who's saying t h a t ? Who's saying we 

encountered — I mean, you're quoting from t h a t , i s t h a t 

r i g h t ? 

A. That's r i g h t . 

Q. Okay, go ahead, and please t e l l the Examiner 

where t h a t i s located. I s t h a t i n the f i r s t page? 

A. Yes, s i r , i t ' s i n the f i r s t page. I t ' s t o 

Charles L. West from Tom P. F r i z z e l l , s u b j e c t , p o s s i b l e 

workover zones i n the State T Number 2 w e l l and the Number 

4 w e l l , but we're addressing the State 2. I t ' s down here 

i n the San Andres -- under the c a p t i o n "San Andres", and i t 

reads; --

Q. I s t h a t about the middle of the page somewhere? 

A. I t ' s the middle t h i r d , or lower t h i r d , excuse me. 

Q. Okay, what does i t say about San Andres? 
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A. I t says t h a t there's been some shows of o i l 

r e p o r t e d , but there's been an unsuccessful attempt i n the 

J.W. Brown 1 State. 

Q. And where i s t h a t w e l l l o cated i n comparison t o 

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

A. I b e l i e v e i t i s a west o f f s e t t o t h i s w e l l , t o 

the State Number 2 w e l l . 

Q. Okay. 

A. I t i n d i c a t e s , our microlog on the State Number 2 

w e l l i n d i c a t e s t h a t we had p o r o s i t y through the State T 

Number 2, and due t o the poor r e s u l t s — t h e y 1 r e c o n t i n u i n g 

on --- due t o the poor r e s u l t s on the Brown w e l l , a 

recompletion i n the San Andres i s not recommended. 

And i t goes on t o s t a t e t h a t d u r i n g the d r i l l i n g 

of the T Number 2 w e l l , c i r c u l a t i o n was l o s t a t 6210. A 

recommendation was made t o watch t h i s zone i n subsequent 

w e l l s , which w i l l be next the State T Number 3 w e l l . 

Q. Where i s the State T Number 3 we l l ? 

A. I t would be i n -- I t ' s i n U n i t L e t t e r N, which 

would be a southeast o f f s e t t o our Number 2 w e l l . 

Q. I s t h a t where DKD's disposal w e l l i s located? 

A. Yes, s i r , U n i t L e t t e r N. 

Q. Okay. 

A. And i t s t a t e s t h a t i n the Number 3 w e l l they d i d 

not have a s t a i n or fluorescence through t h i s i n t e r v a l . On 
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t h i s recommendation, no recompletion i s recommended f o r 

t h i s zone. 

Q. I s t h a t a l l you have i n E x h i b i t Number 2? 

A. I ' d also l i k e t o -- I don't know how we do t h i s . 

I t h i n k we've got our -- We may need t o submit another 

e x h i b i t . Can I --

Q. What do you have there? 

A. I s i t okay t o --

Q. Just answer my question. 

A. I've got another one of these i n t e r - o f f i c e memos, 

and on E x h i b i t 2 I would l i k e t o address --

Q. What do you have the r e , Mr. Baber, on the 

other — You said you had another memo. What does t h a t 

address? 

A. Well, i t addresses more of what we're t a l k i n g 

about i n r e l a t i o n t o our zones i n the State T Number 1 

w e l l , State T Number 2 w e l l and State T Number 3 w e l l — 

Q. Okay. 

A. — which of our i n t e r e s t s — 

Q. Do you have m u l t i p l e copies of t h a t ? 

A. I do i n my f o l d e r . 

Q. You can get them. 

EXAMINER CATANACH: Let's go ahead and do t h a t . 

MR. PADILLA: May I show them t o opposing 

counsel? 
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EXAMINER CATANACH: Do you want t o mark these, 

Mr. P a d i l l a ? 

MR. PADILLA: We'd l i k e t o mark them as E x h i b i t 

2A. 

MR. OWEN: C o l l e c t i v e l y as Number 2A? 

MR. PADILLA: Yes. 

MR. OWEN: Okay. Do you have — How many copies 

of t h i s do you have? 

THE WITNESS: He could have t h a t , yeah, they can 

have t h a t — 

MR. PADILLA: Well — 

THE WITNESS: — or — I t h i n k they have copies 

of t h a t . 

EXAMINER CATANACH: Let's t a l k one a t a time , 

please. 

THE WITNESS: Oh, I'm sorr y . 

EXAMINER CATANACH: We only have one — two 

copies of t h i s . 

MR. PADILLA: He has one and I have another. 

EXAMINER CATANACH: Okay, go ahead and — We'll 

make copies a f t e r the hearing. 

Q. (By Mr. P a d i l l a ) Mr. G i l l e s p i e — I mean, Mr. 

Baber — 

A. God bless h i s heart. 

Q. — l e t ' s t a l k about the memo dated December 9 t h , 
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1969, f i r s t , and then the one dated September 26th, 1958. 

A. Okay, yeah. That's — I've p r e t t y w e l l covered 

e v e r y t h i n g t h a t I would l i k e t o p o i n t out i n the December 

9th, 1969, memo. 

Q. What does t h a t say? What d i d you p o i n t out? 

What d i d t h a t — 

A. Just what we t a l k e d about, i t addressed the San 

Andres s i t u a t i o n , t h a t they had an unsuccessful attempt i n 

the J.W. Brown Number 1 State, t h e r e was no recommendation 

t o recomplete i n the State T Number 2, and i t shows t h a t we 

d i d lose c i r c u l a t i o n i n the State T Number 2 and t h a t they 

wanted t o evaluate the zone i n the State T Number 3, and i t 

d i d not have s t a i n or fluorescence through t h i s i n t e r v a l . 

MR. OWEN: Point of c l a r i f i c a t i o n , Mr. Examiner. 

I s the f i r s t memo, t h i s December 9th, 1969, memo the same 

memo t h a t ' s included as E x h i b i t Number 2? 

THE WITNESS: No, t h a t — 

MR. OWEN: They've got the same date, but they're 

d i f f e r e n t subject matter? 

THE WITNESS: Somebody's sec r e t a r y i n a d v e r t e n t l y 

put 2A memo w i t h E x h i b i t 2. I f you t u r n t o the second page 

on the Number 2 e x h i b i t as submitted, you can see t h a t i s 

January 13th, 1958. Mr. Nolan Hirsch i s the one reviewing 

t h i s one. 

MR. PADILLA: Maybe we can take a s h o r t break and 
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s t r a i g h t e n t h i s out. 

EXAMINER CATANACH: Let's do t h a t , l e t ' s take 

f i v e minutes and t r y and get these e x h i b i t s s t r a i g h t e n e d 

out. 

(Thereupon, a recess was taken a t 11:34 a.m.) 

(The f o l l o w i n g proceedings had a t 11:37 a.m.) 

EXAMINER CATANACH: Let's go back on the record 

here and go ahead, and l e t ' s c l a r i f y the record f o r the — 

MR. PADILLA: To c l a r i f y the record and get these 

e x h i b i t s s t r a i g h t e n e d out, we've s t r u c k what we marked 

o r i g i n a l l y E x h i b i t 2A. I take i t back. 

And we've marked two new e x h i b i t s , E x h i b i t 2A and 

2B. 

EXAMINER CATANACH: You've s t r u c k the o r i g i n a l 

E x h i b i t 2; i s t h a t correct? 

MR. PADILLA: The o r i g i n a l E x h i b i t 2. And the 

E x h i b i t 2A i s the December 9th, 19 69, memo, and the other 

i s another memo dated September 26th, 1958. 

Q. (By Mr. P a d i l l a ) Let me ask you, Mr. Baber, do 

you have anything t o add by way of c l a r i f y i n g what you 

intended t o say about the San Andres i n these w e l l s 

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

A. What I ' d l i k e t o say i s , as we t a l k e d about what 

the memo — and we agree w i t h — t h a t t h e r e was p o r o s i t y 

encountered i n the State T Number 2 w e l l . The west o f f s e t , 
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they attempted a recompletion i n the San Andres f o r m a t i o n , 

which was not successful. They wanted t o monitor t h i s zone 

i n the Number 3 w e l l , and i t d i d not have any s t a i n or 

fluorescence t o t h i s i n t e r v a l . 

Q. And t h a t Number 2 w e l l i s the one i n U n i t L e t t e r 

N -> 

A. Number 3 i s i n Unit L e t t e r N. 

Q. Okay. 

A. Our w e l l , Number 2, i s i n Un i t L e t t e r L. 

Q. Okay. The w e l l t h a t ' s located on the DKD acreage 

i s which well? 

A. The State T Number 3. 

Q. And what does E x h i b i t s 2A and 2B show about t h a t 

w e l l ? 

A. What I ' d l i k e t o p o i n t out i n the 2B e x h i b i t i s 

t o note the formation tops and the s t r u c t u r a l r e l a t i o n s h i p 

t o nearby w e l l s . Our State T Number 1 w e l l i s — 

Q. And you're r e f e r r i n g t o what e x h i b i t now? 

A. I'm r e f e r r i n g t o E x h i b i t 2B. 

Q. And what page of E x h i b i t 2B? 

A. I t would be the bottom of the f i r s t page and then 

the top of the second page. 

Q. Okay, go on w i t h your testimony. 

A. I would l i k e t o note t h a t the G l o r i e t a , the San 

Andres, the G l o r i e t a — or the G l o r i e t a f o r m a t i o n i n our 
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Number 2 w e l l comes i n at 2344, which would be high t o the 

State T Number 3 w e l l a t 2 373. 

And I would l i k e t o note also i n -- on the f o u r t h 

page, at the bottom t h i r d of the paper under "Discussion", 

t h a t the w e l l t h a t the zone i n the State T Number 1 w e l l of 

i n t e r e s t t o us, the San Andres-Glorieta, d i d not even occur 

i n t h a t w e l l , the State T Number 1 w e l l , which i s i n U n i t 

L e t t e r N. 

Q. I s t h a t the DKD acreage? 

A. That i s the acreage, yes, s i r . 

Q. Okay. You mentioned the heights of the 

format i o n . What does t h a t have t o do i n terms of whether 

the a d j o i n i n g w e l l s are lower or higher, i n s o f a r as t h i s 

A p p l i c a t i o n i s concerned? 

A. Well, what we were f i g u r i n g , i f we're higher 

where our w e l l i s , and our water s a t u r a t i o n i s 100 percent, 

t h a t the w e l l s t h a t are downdip from us would be water 

s a t u r a t i o n too, t h a t there might be p o s s i b i l i t y of o i l and 

gas p r o d u c t i o n i n t h a t Number 3 w e l l . The zone does show 

up i n the Number 3 w e l l , which i s i n U n i t L e t t e r N, but i n 

Un i t L e t t e r M the zone d i d not even show up t h e r e , and I do 

not b e l i e v e t h a t Texas P a c i f i c , who was the o r i g i n a l 

operator, even logged, e l e c t r i c - l o g g e d , up through t h i s 

zone. 

Q. Did you b r i n g any logs w i t h you today? 
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A. I d i d , I brought logs on the State Number T 

Number 2 w e l l and then the State T Number 3 w e l l a l s o . 

Q. Are those included i n E x h i b i t Number 3? 

A. Yes, s i r , they're E x h i b i t Number 3. 

Q. Okay. Can you p o i n t out t o the Examiner the 

r e l e v a n t i n f o r m a t i o n contained i n those logs, as f a r as 

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

A. Turning t o the second page, t h i s i s our State T 

Number 2. I t confirms, or notes t h e r e , t h a t they d i d lose 

c i r c u l a t i o n a t 6210. They f e l t l i k e they had a s l i g h t show 

a t 6200 t o 6250, and then i t does note t h a t the zone does 

not occur i n the State T Number 1 w e l l . 

Q. What other logs do you have there? 

A. I've got the -- That was addressing the microl o g , 

and then we have the e l e c t r i c l o g , which i s showing our 

zone of i n t e r e s t . 

And then we move on t o the State T Number 3, 

which i s showing the zone also. I t does say on the 

mic r o l o g t h a t there was a 5-percent dead s t a i n , but i t does 

-- i n f u r t h e r discussion t h a t there was no fluorescence or 

s t a i n -- or hydrocarbons. 

Q. And you're r e f e r r i n g back t o E x h i b i t 2B a t t h a t 

p o i n t ? 

A. Yes,, s i r , 2A and 2B. 

Q. Okay. Mr. Baber, i s t h i s A p p l i c a t i o n i n the best 
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i n t e r e s t s of o i l conservation? 

A. Yes, s i r , I believe so. 

Q. Why do you have t h a t b e l i e f ? 

A. I don't t h i n k there's any other — There's not 

any o i l and gas production, shallow p r o d u c t i o n , i n t h i s 

area, I don't t h i n k there's any p o s s i b i l i t y of o i l and gas 

pro d u c t i o n . 

I t ' s a l l c a l c u l a t e d water s a t u r a t i o n , p r e t t y 

close t o 100 percent. And the only other a l t e r n a t i v e , i t 

looks l i k e t o me, t o t h i s w e l l would be plug and 

abandonment. 

Q. When you look a t the l i s t on the C-108 of the 

pools which are i n t h i s area, would i n j e c t i o n of produced 

water have a tendency t o prolong the p r o d u c t i o n i n those 

pools because you can get r i d of the water somewhere? 

A. Yes, I believe i t w i l l . 

Q. Okay, you have an E x h i b i t 4 the r e i n your packet 

which i s a l e t t e r from Lynx t o y o u r s e l f ; i s t h a t r i g h t ? 

A. Yes. 

Q. How d i d t h i s get t o be done? 

A. This — 

Q. This l e t t e r . 

A. I n our conversations, w i t h working through our 

p o s i t i o n and, you know, the reasons f o r our a p p l i c a t i o n , 

you had asked me i f I could come up w i t h some type of 
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formula or what i t would take, what type of f l u i d , how much 

f l u i d i t would take, as f a r as us i n j e c t i n g , t o a f f e c t the 

south o f f s e t t o us, which would be — which was f o r m e r l y 

the State T Number 1 w e l l , which i s DKD LLC's, p a r t of h i s 

80-acre t r a c t now. 

Q. How d i d you go about f i n d i n g out how much — 

E s s e n t i a l l y you're l o o k i n g t o see how much c a p a c i t y t h e r e 

i s i n t h a t 40-acre t r a c t , r i g h t ? 

A. That's r i g h t . 

Q. So what d i d you do next? 

A. I went t o Lynx Petroleum Consultants and worked 

w i t h L a r r y Scott, and we came up w i t h some — we reviewed 

the logs and came up w i t h some assumptions. 

Q. Did you work on t h i s c a l c u l a t i o n y o u r s e l f ? 

A. No, s i r , I worked w i t h Larry Scott. 

Q. Okay. But you worked w i t h him? 

A. Yes, s i r , Larry and I worked tog e t h e r . 

Q. Okay. What d i d you come up w i t h as f a r as how 

much capacity there i s i n t h i s 40-acre t r a c t ? 

A. Well, we assume some v a r i a b l e s which are l i s t e d , 

and i n the formula Larry — we came up w i t h , you know, we 

would have t o i n j e c t 4.97 m i l l i o n b a r r e l s f o r approximately 

nine years at the 1500 b a r r e l s per day t o e f f e c t i v e l y move 

water t o h i s — t o t h a t Number 1 w e l l . 

Q. What assumptions d i d you make? 
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A. Well, number one was the r e s e r v o i r h e i g h t . I t 

was 34 f e e t . 

Q. Where d i d you get t h a t from? 

A. We picked i t up o f f one of the r e p o r t s here, 2A 

or 2B, t h a t they encountered 3 5 f e e t of p o r o s i t y i n the 

State T Number 2 w e l l . 

Q. Okay, what's the next v a r i a b l e ? 

A. And then we — r e s e r v o i r p o r o s i t y of 15 percent. 

Q. Where d i d you get t h a t from? 

A. We picked i t up o f f the logs, and then — 

Q. Well, the logs --

A. — j u s t assumed t h a t — some g e n e r a l l y accepted 

p o r o s i t y numbers. 

Q. Which logs i n p a r t i c u l a r d i d you use t o o b t a i n 

t h a t — 

A. Our State T Number 2 logs. 

Q. And i s t h a t included i n E x h i b i t Number 3? 

A. Yes, s i r . 

Q. What's the next v a r i a b l e t h a t you threw i n t o the 

computation? 

A. Our next v a r i a b l e , we assume a l l water c u r r e n t l y 

contained i n the r e s e r v o i r i s movable. And then the Number 

4 i s --

Q. What does t h a t mean? 

A. Well, t h e o r e t i c a l l y , the f i r s t b a r r e l you put i n 
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the zone i s movable, and i f the zone i s i n t h a t Number 1 

w e l l , i t w i l l be moved towards t h a t . 

Q. Okay. What's the next v a r i a b l e ? 

A. And then distance t o the south o f f s e t w e l l i s 

1320 f e e t . 

Q. So what i s the conclusion you reached w i t h t h a t 

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

A. The conclusion we reached, assuming the p o r o s i t y 

and then r e s i s t i v i t i e s from, you know, one ohm t o 7 1/2 

ohms, w i l l y i e l d water s a t u r a t i o n s approaching 100 percent. 

And then w i t h any reasonable combination of fo r m a t i o n water 

r e s i s t i v i t y and p o r o s i t y , the south o f f s e t w e l l was 

re p o r t e d t o be 29 f e e t downdip, i n d i c a t i n g t h a t i t too 

would be wet i n the c o r r e l a t i v e zone. 

Q. I s i t wet r i g h t now? 

A. I ' d say i t ' s wet, yes. 

Q. Because i t ' s downdip? 

A. Right. 

Q. Are there any other w e l l s i n the area t h a t are 

updip, shallow wells? 

A. Not t h a t I know of. 

MR. PADILLA: Mr. Examiner, we o f f e r E x h i b i t s 1, 

2A, 2B, 3, 4, 5, 6 and 7, 

EXAMINER CATANACH: Any obje c t i o n ? 

MR. OWEN: No o b j e c t i o n . 
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EX/AMINER CATANACH: E x h i b i t s 1, 2A, 2B, 3, 4, 5, 

6 and 7 w i l l be a d m i t t e d as evidence. 

EXAMINER CATANACH: Does t h a t — 

MR. PADILLA: Pass t h e w i t n e s s . 

EXAMINER CATANACH: — conclude y o u r 

p r e s e n t a t i o n , Mr. P a d i l l a ? 

Mr. Owen? 

MR. OWEN: Yeah, I ' v e g o t a few q u e s t i o n s . 

CROSS-EXAMINATION 

BY MR. OWEN: 

Q. Mr. Baber, who owns t h e s u r f a c e under y o u r w e l l , 

under your proposed w e l l ? 

A. I b e l i e v e t h e S t a t e Land O f f i c e . 

Q. S t a t e Land O f f i c e . I s t h e r e a l o t o f s t a t e 

s u r f a c e o u t t h e r e ? 

A. I r e a l l y don't know — 

Q. Do you know --

A. — as f a r as a l o t . 

Q. Do you know i f , i n f a c t , t h a t s u r f a c e i s a c t u a l l y 

owned i n fee? 

A. I do n o t know t h a t . 

Q. Do you know i f t h e r e a r e any homes near t h a t 

w e l l b o r e ? 

A. There's a t r a i l e r house c l o s e t o i t . 

Q. And do you know who l i v e s t h e r e ? 

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 

40_ 

A. No, I do not. 

Q. Do you know who — what cl a i m t h a t person has t o 

the surface? 

A. No, I do not. 

Q. How f a r away from the wellbore i s t h a t t r a i l e r 

house? 

A. I do not know e x a c t l y . F i f t y , 60 f e e t . I don't 

know e x a c t l y . 

Q. P r e t t y close? 

A. Yeah, i t ' s close. 

Q. F i f t y , 60 f e e t , you t h i n k , g i v e or take 20 or 30 

feet? 

A. Yeah. 

Q. Under a hundred f e e t , do you t h i n k ? 

A. Probably under a hundred f e e t . 

Q. Do you t h i n k t h a t t r a i l e r house i s on the same 

surface t r a c t as your disposal well? 

A. I t probably i s . 

Q. Okay. Who owns the minerals? 

A. I b e l i e v e the State does. 

Q. They're State minerals? Do you know i f they're 

leased t o anybody? 

A. I don't b e l i e v e they're leased t o anybody. I 

don't know. I don't know. 

Q. What — Do you own, or do you have any leasehold 
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i n t e r e s t or anything i n the minerals u n d e r l y i n g t h a t t r a c t ? 

A. Well, what I do own i s the approval of the SWD 

f o r t h i s w e l l . 

Q. Do you have any s o r t of assignment or deed, 

miner a l deed or any s o r t of assignment of miner a l i n t e r e s t s 

t o you, u n d e r l y i n g your s a l t w a t e r d i s p o s a l w e l l ? 

A. I don't know i f I do or not. 

Q. You don't know whether DKD — 

A. I don't — 

Q. -- has any r i g h t t o the minerals u n d e r l y i n g t h a t 

s a l t w a t e r d i s p o s a l well? I mean, I'm s o r r y , whether 

Pronghorn has any r i g h t t o the minerals u n d e r l y i n g t h a t 

s a l t w a t e r d i s p o s a l well? 

A. As f a r as the minerals, I don't know. 

Q. Okay. A l l r i g h t , do you have any i n j e c t i o n 

r i g h t s ? 

A. I would say I do, w i t h the approval of t h i s 

p e rmit. 

Q. With the approval from the OCD? 

A. Yes. 

Q. Do you have any i n j e c t i o n r i g h t s from the owner 

of the mineral i n t e r e s t s ? 

A. I don't know who owns — I guess I don't know who 

owns the mineral i n t e r e s t s . 

Q. You don't have an i n j e c t i o n permit from the State 
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Land O f f i c e ? 

A. I have an a d m i n i s t r a t i v e order approving my SWD. 

Q. That's from the O i l Conservation D i v i s i o n ; i s 

t h a t r i g h t ? 

A. Yes. 

Q. Has the State Land O f f i c e given you an i n j e c t i o n 

permit? 

A. I don't know t h a t I've a p p l i e d f o r one. 

Q. Have you reached any s o r t of i n j e c t i o n agreement 

w i t h the State Land Office? 

A. No. 

Q. And you t h i n k t h a t these minerals are not leased; 

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

A. I don't know i f they're leased or not. 

Q. Have you attempted t o reach any s o r t of i n j e c t i o n 

agreement w i t h any leasehold operator u n d e r l y i n g t h a t 

i n j e c t i o n well? 

A. No, I have not. 

Q. Okay. I want t o t u r n t o the f i r s t couple of 

pages of your E x h i b i t 1. A c t u a l l y , I want t o go t o the 

f o u r t h page of t h a t E x h i b i t Number 1. I t ' s the I n j e c t i o n 

Well Data Sheet, sideways. 

A. Okay. 

Q. On t h a t wellbore schematic i t i n d i c a t e s t h a t your 

d i s p o s a l zone i s 6000 f e e t t o 6200 f e e t ; i s t h a t r i g h t ? 

STEVEN T. BRENNER, CCR 
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A. Yes. 

Q. On the next sheet i s a more d e t a i l e d schematic 

t h a t also i n d i c a t e s the disposal w e l l i s 6000 f e e t t o 6200 

f e e t ; i s t h a t r i g h t ? 

A. Yes. 

Q. On the next sheet i s the Attachment t o 

A p p l i c a t i o n C-108. Under Roman IV i t i n d i c a t e s t h a t you 

plan t o i n j e c t from 6000 f e e t t o 6200 f e e t ; i s t h a t r i g h t ? 

A. Which Roman numeral? 

Q. Under Roman numeral -- I'm s o r r y , Roman numeral 

V I I I — 

A. Yes. 

Q. — i t i n d i c a t e s t h a t you plan t o i n j e c t from 6000 

t o 6200 f e e t ; i s t h a t r i g h t ? 

A. Yes. 

Q. You have t h a t s a l t w a t e r d i s p o s a l SWD order 

approving your w e l l i n f r o n t of you? 

A. Yes, s i r . 

Q. Does i t i n d i c a t e what zone you were o r i g i n a l l y 

approved t o i n j e c t into? On the bottom of the f i r s t page, 

c o n t i n u i n g t o the second page? 

A. Yeah, 6000-6200 f e e t , yes. 

Q. What precautions are you t a k i n g t o ensure t h a t 

i t ' s not going t o go below 6200 feet? 

A. Well, w e ' l l have our cement plug i n s i d e the pipe 

STEVEN T. BRENNER, CCR 
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at 6500 f e e t , and then outside the 5-1/2-inch w i l l be — 

w e ' l l have cement c i r c u l a t e d t o surface. 

Q. But you put i n t h a t plug a t 6500 fee t ? 

A. Cast i r o n bridge plug i s proposed a t , yeah, 6500 

f e e t . 

Q. And I t h i n k you t e s t i f i e d d u r i n g your d i r e c t 

examination t h a t you plan t o i n j e c t between 6000 f e e t and 

6400 f e e t ; i s t h a t r i g h t ? 

A. Yes. 

Q. Now, your A p p l i c a t i o n s a i d 6200 f e e t , r i g h t ? 

A. Yes, i t does. 

Q. And the permit t h a t was issued and i s now stayed 

s a i d i t was l i m i t e d t o 62 00 f e e t ; i s t h a t r i g h t ? 

A. Well, we're s t i l l — t h a t 6400 f e e t , i t ' s s t i l l 

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

t o us, under our i n f o r m a t i o n , another 150 f e e t , 200 f e e t i s 

of no consequence; i t ' s s t i l l i n the San Andres and 

G l o r i e t a formation. 

Q. So you're a n t i c i p a t i n g i n j e c t i n g below 6200 f e e t , 

i n c l u d i n g — you're a n t i c i p a t i n g t h a t your i n j e c t e d f l u i d s 

are going t o go below 62 00 f e e t , a l l the way down t o below 

— around 6400 f e e t ; i s t h a t r i g h t ? 

A. Well, we don't -- I t ' s according t o where we end 

up a c t u a l l y p e r f o r a t i n g the zone and where our p e r f o r a t i o n s 

are, the f l u i d w i l l go. 
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Q. Are you seeking t o amend your A p p l i c a t i o n t o 

inc l u d e a u t h o r i t y t o i n j e c t up t o 6400 feet ? 

A. We're not seeking t o amend i t r i g h t now. 

Q. So i f the order i s re-entered, as i t was 

approved, are you w i l l i n g t o comply w i t h t h a t order and 

only i n j e c t down t o 6200 feet? 

A. I don't know t h a t I — we could p o s s i b l y — t h a t 

could p o s s i b l y be f i n e . We don't know e x a c t l y i f i t ' s 

going t o take i t on i n j e c t i o n or not. 

Q. But you may exceed t h a t ; i s t h a t r i g h t ? I s t h a t 

what you're saying? 

A. I may exceed what? 

Q. That 62 00 f e e t , you may go down — a l l the way 

down t o 6400 feet? 

A. I f I'm not p e r f o r a t e d below t h e r e , we probably 

won't. 

Q. Even though the order — Okay, l e t ' s move on. 

The E x h i b i t s 2A and 2B i n d i c a t e t h a t t h e r e was a 

show i n the San Andres zone; i s t h a t r i g h t ? A hydrocarbon 

show? 

A. A s l i g h t show, t h a t ' s c o r r e c t . 

Q. I t i n d i c a t e s t h a t there are probably hydrocarbons 

i n the San Andres zone; i s t h a t r i g h t ? 

A. There may be, but i t ' s — the water s a t u r a t i o n — 

i t may be minimal, nonproductive, or noncommercial. 
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Q. And t h i s i s dated 1969; i s t h a t r i g h t ? 

A. That's r i g h t . 

Q. Have recovery techniques improved since 1969? 

A. Yes, they have. 

Q. I t ' s possible t h a t an operator may want t o come 

i n and produce t h a t San Andres zone? 

A. I wouldn't t h i n k so, not a t a l l , no. I don't 

t h i n k any- --

Q. Even though there hydrocarbon — 

A. I don't t h i n k anybody's i n t e r e s t e d i n producing 

100-percent water. 

Q. But there are hydrocarbons t h e r e . I t ' s not 100-

percent, r i g h t ? 

A. Well, i t ' s close t o i t . There's no shallow 

p r o d u c t i o n i n t h i s area. 

Q. I want you t o look back a t your E x h i b i t Number 1, 

which i s the C-108, i t ' s the b i g , t h i c k e x h i b i t . Near the 

back you have a bunch of C-103s. One of them deals w i t h 

the State T Number 4; i s t h a t r i g h t ? 

A. Yes. 

Q. You i n d i c a t e d t h a t — Do you own Baber Well 

S e r v i c i n g Company? 

A. I have an i n t e r e s t i n i t . 

Q. Okay. Are you one of the p r i n c i p a l s i n Baber 

Well S e r v i c i n g Company? 
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A. Yes. 

Q. A l l r i g h t . Did Baber Well S e r v i c i n g Company 

perform the work i n d i c a t e d on t h i s Form C-103 t h a t ' s 

i ncluded i n E x h i b i t 1? 

A. Yes. 

Q. That w e l l i s not plugged and abandoned, i s i t ? 

A. I t i s now. 

Q. I s there a subsequent C-103 i n d i c a t i n g — 

A. We have not f i l e d a subsequent 103 on the w e l l as 

of y e t . 

Q. Okay. I n the course of plugging the w e l l , d i d 

you have any events r e l a t e d t o the San Andres? Did you 

have any o i l flows or anything from the San Andres? 

A. Not t h a t I'm aware of. 

Q. Were you on s i t e when t h a t w e l l was plugged? 

A. Not when the w e l l was plugged. 

Q. Okay. Were you on s i t e a t any time d u r i n g the 

performance of t h a t work? 

A. This work t h a t ' s on the 103? 

Q. Or the subsequent work which plugged the w e l l ? 

A. I was probably on l o c a t i o n back when t h i s work 

was done t h a t ' s submitted here i n 1993, but I was not on 

l o c a t i o n — I had not been on l o c a t i o n since they plugged 

the w e l l . 

Q. When was t h a t w e l l plugged? 
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A. The l a s t few months. 

Q. Did you clean the surface? 

A. The surface — That's what we're w a i t i n g on our 

subsequent r e p o r t , we need t o get the surface cleaned up 

and, you know, some work done on some equipment t h a t ' s out 

t h e r e . 

Q. There remains equipment on the surface? 

A. Yes. 

Q. Okay. There's also a C-103 f o r the State T 

Number 1; i s t h a t r i g h t ? I t should be two pages up from --

two or t h r e e pages up. 

A. Yes. 

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 a t w e l l was 

plugged and abandoned; i s t h a t r i g h t ? 

A. That w e l l has been plugged and abandoned. 

Q. And the operator which performed t h a t work i s 

Pronghorn Management Company, the same company you're here 

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

A. Yes. 

Q. And under the discussion t h e r e , Number 12, t h e r e 

are e i g h t enumerated actions t h a t were performed. The 

e i g h t h one i n d i c a t e s t h a t you erected a dryhole marker and 

cleaned the l o c a t i o n ; i s t h a t r i g h t ? 

A. This i s a n o t i c e of i n t e n t t o p l u g , i t ' s not our 

subsequent r e p o r t of plugging. 
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Q. Do you know i f the work has been done? 

A. I don't know i f i t ' s been done or not. 

Q. Do you know i f the surface has been cleaned? 

A. I know the surface has not been cleaned, and 

we're i n the process of g e t t i n g i t cleaned up. 

MR. OWEN: Okay. That's a l l I have, Mr. 

Examiner. 

EXAMINER CATANACH: Any r e d i r e c t , Mr. P a d i l l a ? 

MR. PADILLA: I don't have any f u r t h e r questions. 

EXAMINER CATANACH: Okay, j u s t f o r purposes of 

t h i s record here, I ' d l i k e t o j u s t k i n d of go over the 

h i s t o r y of t h i s t h i n g . 

This A p p l i c a t i o n was f i l e d i n i t i a l l y by Pronghorn 

back i n A p r i l . The D i v i s i o n d i d receive t h i s on A p r i l 5 th, 

2002 . 

Subsequently, Permit Number SWD-836 dated A p r i l 

30th, 2002, was issued by the D i v i s i o n approving the 

d i s p o s a l w e l l f o r Pronghorn Management. 

Subsequent t o the issuance of the Order, we were 

contacted by DKD and advised t h a t they may not have 

received the proper n o t i c e when t h i s A p p l i c a t i o n was f i l e d . 

We d i d determine a f t e r t h a t t h a t i t would be best i f we 

suspended the permit u n t i l we had a chance t o examine a l l 

the d e t a i l s r e l a t i n g t o t h i s a l l e g a t i o n , and e s s e n t i a l l y 

t h a t ' s why we're here today. The permit has been suspended 
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by l e t t e r dated J u l y 9th, 2 002, and I j u s t wanted t o go 

over t h a t . 

I do have some questions. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Baber, what r i g h t s t o you have t o r e - e n t e r 

t h i s wellbore? Do you have the lease on t h i s s t a t e t r a c t ? 

This i s a s t a t e lease; i s t h a t c o r r e c t ? 

A. That's r i g h t . 

Q. And you do have the lease. Are you the leasehold 

owner, or what r i g h t s do you have t o use t h i s wellbore? 

A. The way I understood i t i s , I have r i g h t s t o the 

wel l b o r e as a previous operator --

Q. Now — 

A. — and w i t h the approval of the SWD permi t f o r 

i n j e c t i o n approval f o r a s a l t w a t e r d i s p o s a l i n j e c t i o n w e l l . 

Q. Now, t h i s s t a t e lease, does i t encompass t h i s 

whole 40-acre t r a c t , being Unit L e t t e r L, as f a r as you 

know? 

A. Ask me again, please, s i r . 

Q. This s t a t e lease t h a t we're t a l k i n g about, does 

i t encompass a l l of the 40 acres, which would be U n i t 

L e t t e r L? 

A. Yes. 

Q. Okay. And as f a r as you know, you have the s t a t e 
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lease and you have the r i g h t s t o use t h i s w e l l under your 

lease? 

A. The way I understand i t , the lease was bought by 

Chesapeake, which encompassed a l l of t h i s 40-acre t r a c t and 

the other 120 acres. There's a 160-acre t r a c t . 

Q. Okay. 

A. And when I l o s t the lease, I s t i l l was 

respo n s i b l e f o r the wellbores. And w i t h t h a t , I submitted 

the proposal, C-108, f o r a s a l t w a t e r d i s p o s a l i n j e c t i o n 

w e l l . 

Q. Okay. Now, t h i s lease, t h i s 160-acre s t a t e lease 

was o r i g i n a l l y owned by Chesapeake; i s t h a t c o r r e c t ? 

A. O r i g i n a l l y ? 

Q. Or — 

A. Before 

0. — before you — 

A. Before me, yes -- No, a f t e r me; a f t e r I was the 

leasehold or had the lease, Chesapeake bought i t , I 

b e l i e v e , a t a s t a t e land sale. 

Q. So you were the leasehold operator, or you had 

the lease. Did i t expire or — 

A. Yeah, I l o s t i t due t o lack of p r o d u c t i o n . 

Q. Production, okay. So then i t was re-leased by 

the State Land O f f i c e and picked up by Chesapeake? 

A. Yes, s i r . 
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Q. Okay. And subsequently you have not g o t t e n any 

other i n t e r e s t i n the lease? You've not acquired any 

i n t e r e s t i n the lease, other than what you had before 

Chesapeake got i t ? 

A. That's r i g h t . 

Q. So do you know who has the lease now? 

A. I b e l i e v e Chesapeake does. I'm not f o r sure, but 

I b e l i e v e Chesapeake does. 

Q. Okay. At the time you f i l e d your A p p l i c a t i o n , I 

assume you d i d a record search t o see who the o f f s e t 

operators were? 

A. Yes. 

Q. And you came up w i t h Chesapeake a t t h a t p o i n t ? 

A. Yes. 

Q. Now, your search d i d not i n d i c a t e t h a t DKD owned 

any i n t e r e s t a t t h a t time? 

A. No, s i r . 

Q. And when d i d you l e a r n t h a t DKD may have had an 

i n t e r e s t ? 

A. Sometime a f t e r we had submitted our A p p l i c a t i o n . 

I t seems l i k e maybe sometime i n — w e l l , the middle of May, 

end of May. 

Q. Was i t a f t e r we had issued the permit? 

A. I b e l i e v e i t was. 

Q. Now, I be l i e v e you said t h a t DKD — of re c o r d , 
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t h a t you found t h a t they acquired t h e i r i n t e r e s t May 14th. 

I s t h a t when they f i l e d some paperwork showing t h a t they 

acquired t h a t i n t e r e s t ? 

A. We presented two e x h i b i t s . One was the change-

o f - o p e r a t o r , and i t looks l i k e i t was received A p r i l 2nd, 

2002, i n the Hobbs OCD o f f i c e , and i t was approved A p r i l 

15th, 2002. 

Q. Okay. 

A. And then I went t o the courthouse, and I don't 

remember what date and time i t was, but i t would have had 

t o have been, you know, sometime i n May, end of May, t o see 

i f an assignment, b i l l of sale and conveyance had been 

recorded. And i t was of record, and t h a t was the May 14th, 

2002, date. 

Q. Okay. 

A. And showing t h a t he's operator of reco r d i n Lots 

13 and 14, which would be Uni t L e t t e r M and N. And we're 

i n — The State T Number 2 w e l l i s up i n U n i t L e t t e r L. 

Q. So the extent of t h e i r ownership, as f a r as you 

know, i s j u s t i n M and N? 

A. Yes, s i r . 

Q. Okay. With regards t o the i n j e c t i o n depth f o r 

t h i s w e l l , now, i t ' s my understanding t h a t you're s a t i s f i e d 

w i t h what the c u r r e n t permit says, 6000 t o 6200; i s t h a t 

c o r r e c t ? You'd be w i l l i n g t o go w i t h t h a t ? 
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A. I t h i n k we'd be w i l l i n g t o go w i t h t h a t . I t came 

t o our a t t e n t i o n t h a t p o s s i b l y another 150 f e e t or so might 

be -- We might have a l i t t l e b i t b e t t e r chance of more zone 

t h e r e . And we f e l t l i k e s t i l l i n the San Andres and 

G l o r i e t a zone, t h a t t h a t wouldn't be a s t i c k y issue w i t h 

anybody. I t may be, I don't know. 

EXAMINER CATANACH: Okay, the A p p l i c a t i o n t h a t 

was submitted f o r the purpose of t h i s hearing, the 

A p p l i c a t i o n t h a t was provided t o the o f f s e t o perators, Mr. 

P a d i l l a , d i d you send j u s t a n o t i c e of the hearing, or d i d 

you send an App l i c a t i o n ? 

MR. PADILLA: I was not inv o l v e d i n t h i s case 

u n t i l a f t e r the hearing was set, a f t e r t h i s matter was set 

f o r hearing, so I was not involved w i t h n o t i f y i n g anyone. 

EXAMINER CATANACH: Okay, t h i s looks l i k e , then 

— E x h i b i t Number 6 looks l i k e the o r i g i n a l n o t i c e t h a t was 

sent t o the o f f s e t operators, dated sometime i n A p r i l . 

MR. PADILLA: Mr. Examiner, t h a t was introduced 

f o r the purpose of showing t h a t i n A p r i l the A p p l i c a t i o n 

was sent t o the e x i s t i n g operators, and we're t r y i n g t o 

show t h a t DKD was not an operator a t t h a t time. 

Q. (By Examiner Catanach) Okay. So t h e r e has been 

no a d d i t i o n a l n o t i c e of t h i s hearing t o any of the o f f s e t 

operators; i s t h a t my understanding? 

A. I be l i e v e t h a t ' s c o r r e c 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 

55 

Q. Okay. 

A. L e t me c l a r i f y . On our agenda f o r t o d a y , i n t h e 

Pronghorn, when we were coming up f o r t h e h e a r i n g , i t does 

s t a t e 6000-6400 f e e t , j u s t t o p u t t h a t on t h e r e c o r d . 

Q. I u n d e r s t a n d t h a t , Mr. Baber. However, t h e 

A p p l i c a t i o n , a l l t h e paperwork t h a t you f i l e d — 

A. And I u n d e r s t a n d -- Excuse me. 

Q. — a l l t h e paperwork t h a t you f i l e d i n d i c a t e s 

t h a t you i n t e n d t o i n j e c t from 6000 t o 6200 f e e t , and you 

have n o t a d v i s e d any o f f s e t o p e r a t o r t h a t you i n t e n d t o 

changed t h a t i n t e r v a l t o 6400 f e e t i s o f g r e a t c o n c e r n t o 

me as f a r as expanding t h a t i n t e r v a l . So i f i n d e e d a 

p e r m i t i s i s s u e d i n t h i s case i t w i l l p r o b a b l y be f o r 6000 

t o 6200 f e e t . 

Now, I have a q u e s t i o n about t h e way you guys 

p l a n t o c i r c u l a t e cement around t h a t 5-1/2-inch c a s i n g i n 

t h a t w e l l , i f I can f i n d your schematic. 

Okay, t h a t l o o k s l i k e t h a t has a cement p l u g a t 

6500 f e e t . 

A. That's t h e proposed? 

Q. Okay, t h e w e l l i s c u r r e n t l y p l u g g e d ; i s t h a t 

r i g h t ? 

A. No, s i r , t h e w e l l i s c u r r e n t l y — t h e Wolfcamp i s 

open. We're g o i n g t o have t o go i n t h e r e and s e t a c a s t -

i r o n b r i d g e p l u g a t — w e l l , i t ' s h e r e , a t t h e — 
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approximately 10,500 f e e t , which would be above the 

e x i s t i n g Wolfcamp p e r f o r a t i o n s . 

Q. I'm sor r y , set a c a s t - i r o n bridge p l u g a t where? 

A. 10,550 f e e t . 

Q. Okay, I've got t h a t . 

A. Excuse me, 10,500 f e e t . 

Q. Okay. And you then propose t o — Where w i l l t h i s 

t h i n g be p e r f o r a t e d f o r purposes of c i r c u l a t i n g t he 5-1/2-

inch casing? 

A. Approximately 9762 f e e t , which would be the top 

of the e x i s t i n g cement behind the 5-1/2-inch casing. 

Q. Okay, t h a t was my question. And then you propose 

t o set a cement plug at 6500 feet? 

A. Yes. 

Q. Or a bridge plug? 

A. Cast-iron bridge plug. Well, one or the ot h e r , 

whatever i s -- r e t a i n e r . 

Q. Okay. And you believe t h a t w i l l e f f e c t i v e l y 

i s o l a t e the producing formations below the Strawn and the 

Wolfcamp? 

A. Yes, s i r . 

Q. Okay. As f a r as the water t h a t you're going t o 

be disposing of, you've submitted a l i s t of sources. What 

we may -- I f indeed t h i s permit i s r e i n s t a t e d , we may ask 

you t o a c t u a l l y provide a more d e t a i l e d a n a l y s i s of t h i s 
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water i f you can obta i n — probably — the companies 

probably have some ki n d of water a n a l y s i s , a more d e t a i l e d 

a n a l y s i s of the water t h a t they're producing from these 

va r i o u s f i e l d s , and t h a t may have t o be sup p l i e d — 

A. Okay. 

Q. — f o r your i n f o r m a t i o n . 

Do you know i f the DKD w e l l i s c u r r e n t l y 

o p e r a t i n g --

A. I be l i e v e --

Q. -- as a disposal well? 

A. -- i t i s operating. 

Q. I s i t a commercial d i s p o s a l well? 

A. I be l i e v e i t i s . 

Q. And you inten d t o operate t h i s w e l l as a 

commercial well? 

A. Yes. 

Q. Which would put you i n a com p e t i t i v e s i t u a t i o n 

w i t h DKD? 

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

EXAMINER CATANACH: Okay, I don't have anything 

else „ 

MR. BROOKS: Okay, I j u s t want t o c l a r i f y some 

t h i n g s t h a t were brought up i n Mr. Owen's cross-

examination, and I understood i t a l i t t l e b e t t e r a f t e r Mr. 

Catanach's questions, but I s t i l l don't f u l l y understand i t . 
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Let's see, i s there a map i n here? 

(Off the record) 

EXAMINATION 

BY MR. BROOKS: 

Q. Now, t h i s i s — You r e f e r r e d t o the lease as 

covering 160 acres. What i s t h a t 160 acres t h a t --

A. Mr. Brooks, I bel i e v e t h a t i s c o r r e c t . I don't 

r e a l l y know. The o r i g i n a l lease I had was a 160-acre 

lease. 

Q. And what was the l e g a l d e s c r i p t i o n ? 

A. Well, i t was Unit L e t t e r s K, L, M and N. 

Q. K, L, M and N, t h a t would be the n o r t h h a l f of 

the south h a l f , i t sounds l i k e ? 

A. No, i t would be the --

Q. No — Oh, no, t h a t ' s r i g h t . 

A. That would be the northeast — 

Q. That's the southwest qua r t e r . K, L, M and N i s 

the southwest quar t e r , I'm not t h i n k i n g s t r a i g h t here. 

A. Excuse me, you're r i g h t , yeah, southwest. 

Q. K, L, M and N i s the southwest q u a r t e r . And 

where i s t h i s w e l l located t h a t you propose t o — 

A. I n Unit L e t t e r L. 

Q. Unit L e t t e r L. And t h a t ' s i n Section 6, co r r e c t ? 

A. Yes, s i r . 

Q. Okay. And you said t h a t your lease expired? 
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A. Yes, s i r . 

Q. And i t was r e - l e a s e d by t h e S t a t e Land O f f i c e t o 

Chesapeake? 

A. I b e l i e v e t h a t ' s c o r r e c t . 

Q. Now, you don't have any k i n d o f a u t h o r i z a t i o n 

f r o m Chesapeake; i s t h a t c o r r e c t ? 

A. No, I do n o t . 

Q. And you don't have any k i n d o f a u t h o r i z a t i o n f r o m 

t h e S t a t e Land O f f i c e ? 

A. Not a t t h i s p o i n t i n t i m e , no, s i r . 

Q. Okay. Now, you i n t e n d t o o p e r a t e t h i s as a 

commercial d i s p o s a l w e l l ? 

A. Yes, s i r . 

Q. People are g o i n g t o b r i n g — You hope p e o p l e w i l l 

b r i n g produced water from o t h e r l o c a t i o n s f o r you t o i n j e c t 

i n t h i s w e l l ? 

A. Yes, s i r . 

Q. Are t h e r e any p r o d u c i n g w e l l s on t h i s 160 acres? 

A. No, s i r . 

Q. Okay. 

A. Not t h a t — No, s i r , I don't b e l i e v e so. 

MR. BROOKS: Okay, I t h i n k t h a t ' s a l l I have. 

MR. OWEN: I may have something t h a t may c l a r i f y 

an i s s u e , Mr. Examiner, i f I may. 

EXAMINER CATANACH: Please. 
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FURTHER EXAMINATION 

BY MR. OWEN: 

Q. Mr. Baber, I've tendered t o you and e x h i b i t 

t h a t ' s marked DKD LLC E x h i b i t Number 3; i s t h a t r i g h t ? 

Have I given you t h a t e x h i b i t ? 

A. Yes. 

Q. Okay. I s t h a t a mineral lease from the State of 

New Mexico t o Chesapeake? 

A. I t ' s an o i l and gas lease between the State of 

New Mexico and Chesapeake. 

Q. Does t h a t cover the acreage on which your 

i n j e c t i o n w e l l i s located? 

A. I be l i e v e i t does, yes, s i r . 

Q. Okay. And you haven't g o t t e n any subsequent 

assignment from Chesapeake t o you; i s t h a t r i g h t ? 

A. No, I have not. 

MR. OWEN: Okay, t h a t ' s a l l I have. 

THE WITNESS: I'd l i k e t o c l a r i f y something, 

h o p e f u l l y t r y t o c l a r i f y , i f I could, please. 

EXAMINER CATANACH: Go ahead, sure. 

THE WITNESS: This 6000-to-6200-feet d e a l , we 

submitted our proposal and I got a c a l l from Mr. Jones, and 

he was e v a l u a t i n g the s i t u a t i o n . And he had looked a t the 

logs, and he thought we might be — might want t o look a t 

lowering our zone 150, 200 f e e t , which I looked a t myself 
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and I agreed. And at t h a t p o i n t i n time I thought t h a t 

t h a t would be p a r t of our A p p l i c a t i o n . 

But I understand i t was not, and I understand i f 

we decided t h a t we needed the 6200 f e e t t o 6400 f e e t or 

6350, whatever i t i s , we were going t o f i l e a p p r o p r i a t e 

documentation, n o t i f y o f f s e t operators. What were we 

t a l k i n g about, Ernie, yesterday? Whatever i t would take t o 

have everybody n o t i f i e d and everybody signed o f f and 

everybody agreed w i t h what we were doing. 

We f e l t l i k e — I f e l t l i k e not a v e r b a l but j u s t 

a -- I t was even suggested we might have t o run another ad 

i n the paper, or — s u f f i c i e n t n o t i f i c a t i o n f o r everybody 

-- f o r us t o be i n compliance and everybody t o be s a t i s f i e d 

w i t h what we were doing out the r e . I mean, i t ' s not — 

EXAMINER CATANACH: I understand, Mr. Baber. A l l 

I'm saying i s t h a t the way your A p p l i c a t i o n has been f i l e d , 

I can't a u t h o r i z e t h a t i n j e c t i o n i n t e r v a l a t t h i s time. 

But you c e r t a i n l y -- I f we do approve the pe r m i t , you're 

c e r t a i n l y welcome at a l a t e r time t o f i l e — 

THE WITNESS: Yes — 

EXAMINER CATANACH: — an a d d i t i o n a l amended 

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

THE WITNESS: — t h a t ' s f i n e , thank you very 

much. 

EXAMINER CATANACH: Thank you. 
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A n y t h i n g f u r t h e r ? 

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

EXAMINER CATANACH: Okay, t h i s w i t n e s s may be 

excused. 

MR. OWEN: Mr. Examiner, I c a l l Mr. Danny Watson. 

DANNY R. WATSON, 

t h e w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t d u l y sworn upon 

h i s o a t h , 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. Could you ple a s e t e l l us your name? 

A. Danny R. Watson. 

Q. Where do you l i v e ? 

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

Q. Who do you work f o r ? 

A. I'm s e l f - e m p l o y e d . I have a h o t - o i l b u s i n e s s , 

o i l f i e l d - r e l a t e d b u s i n e s s . 

Q. Okay. Are you i n v o l v e d w i t h a company named DKD 

LLC? 

A. Yes, I own i t . 

Q. You own t h a t company? 

A. I own i t , p r e s i d e n t o f i t , yes. 

Q. Are you t h e p r e s i d e n t a l s o ? 

A. Yes. 

Q. Have you t e s t i f i e d b e f o r e t h i s D i v i s i o n b e f o r e ? 
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A. No, I haven't. 

Q. Can you give us a b r i e f e x p l a n a t i o n of your 

background i n o i l and gas matters? 

A. I've been involved i n the o i l f i e l d ever since I 

was about 16 years o l d , i n and out of t r u c k i n g businesses. 

I've owned up t o four w e l l s . C u r r e n t l y I've g o t t e n r i d of 

them. 

I operated a b r i n e w e l l f o r about 20 years t h a t I 

d r i l l e d and produced everything myself. Recently I s o l d 

i t , a couple years ago, and now I'm c u r r e n t l y i n v o l v e d i n a 

s a l t w a t e r disposal w e l l . 

Q. Okay. 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 mineral r i g h t s i n 

the area near where the proposed i n j e c t i o n w e l l i s ? 

A. Yes, I own the surface r i g h t s , and I c u r r e n t l y 

have the minerals leased through Chesapeake from the State 

of New Mexico. 

Q. That's not r i g h t where t h i s Pronghorn i n j e c t i o n 

w e l l i s , i s i t ? 

A. No. 

Q. I t ' s o f f s e t t i n g Pronghorn? 

A. I t ' s o f f s e t t i n g , yes. 

Q. Both the surface and the mineral lease o f f s e t 
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Pronghorn's proposed i n j e c t i o n w e l l ; i s t h a t c o r r e c t ? 

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

Q. Okay. Turning t o E x h i b i t Number 1, i s t h a t t he 

same change-of-operator and assignment which Pronghorn 

tendered as t h e i r E x h i b i t Number 5 and 7, I believe? 

A. Say again, I'm sorry? 

Q. I s t h i s E x h i b i t Number 1, i s t h a t a change-of-

operator and assignment, i n d i c a t i n g t h a t DKD LLC i s now the 

operator of a s p e c i f i c well? 

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

Q. And assigning s p e c i f i c mineral i n t e r e s t s t o DKD 

LLC? 

A. Yes, i t i s . 

Q. And i s t h a t assignment assigning those minerals 

which o f f s e t Pronghorn's proposed i n j e c t i o n w e l l ? 

A. Yes, i t i s . 

Q. And i s t h a t assignment the same assignment t h a t 

Pronghorn introduced as t h e i r e x h i b i t w i t h the r e c o r d i n g 

stamp on i t ? 

A. Yes. 

Q. So i t i n d i c a t e s i t has been recorded i n the Lea 

County records; i s t h a t r i g h t ? 

Q. And i s t h a t change-of-operator form on our 

E x h i b i t Number 1 the same change-of-operator form t h a t 
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Pronghorn submitted w i t h the approved stamp of the OCD? 

A. Yes. 

Q. Okay. What w e l l does t h i s change-of-operator 

p e r t a i n to? 

A. Cu r r e n t l y i t shows t h a t i t come from Chesapeake 

Operating Watson 6 Number 1 t o DKD. I kept the same name. 

Q. Okay. And i s t h a t the same w e l l t h a t ' s discussed 

i n DKD E x h i b i t Number 2? 

A. Yes. 

Q. What i s E x h i b i t Number 2? 

A. E x h i b i t Number 2 i s the permit from the OCD 

al l o w i n g DKD t o i n j e c t water. 

Q. When was t h a t approved? 

I b e l i e v e i n A p r i l , about A p r i l 2 6th. 

Of t h i s year? 

Yes, of 2002. 

What formations are you authorized t o i n j e c t 

i n t o ? 

A. Cu r r e n t l y i t ' s i n the Wolfcamp-Cisco-Canyon 

for m a t i o n . 

Q. Are you c u r r e n t l y i n j e c t i n g i n t o those i n t e r v a l s ? 

A. Yes. 

Q. When d i d you s t a r t ? 

A. I s t a r t e d J u l y the 3rd, i s when we s t a r t e d 

i n j e c t i n g water. 
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Q. Okay. Why don't you t u r n now t o E x h i b i t Number 

3, which I handed out t o the Examiner a few minutes ago. 

I t ' s t h a t mineral lease from the State of New Mexico. Do 

you have t h a t i n f r o n t of you? I t ' s the m i n e r a l lease from 

the State of New Mexico t o Chesapeake. 

A. No, I do not, I'm sorr y . 

Q. Okay. 

A. I've got E x h i b i t 2 and 4, but I don't have a 3. 

MR. BROOKS: Do you want t o look a t my copy? 

THE WITNESS: Okay, thank you. 

Q. (By Mr. Owen) Does t h i s lease cover the acreage 

underneath Pronghorn's proposed i n j e c t i o n w e l l ? 

A. To the best of my knowledge, I b e l i e v e i t covers 

e v e r y t h i n g under i t , yes. 

Q. Okay. And i s Chesapeake the lessee of t h a t 

acreage? 

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

Q. Okay, when was i t issued? When was the agreement 

reached w i t h the State of New Mexico and Chesapeake? 

A. I t looks l i k e 1996, June the 1st. 

Q. Okay. I s t h i s lease current? 

A. Yes, i t i s . 

Q. I s i t held by production? 

A. Yes. 

Q. From which well? 
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A. Chesapeake L i t t l e Number 6, they are j u s t o f f s e t 

t o me on the other side t h e r e , and they are c u r r e n t l y 

producing i t . 

Q. Okay. But t h a t w e l l i s h o l d i n g t h i s lease, which 

i s E x h i b i t Number 3; i s t h a t r i g h t ? 

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

Q. Okay. Have you had any discussions w i t h 

Chesapeake about whether Chesapeake has assigned i t s 

mine r a l i n t e r e s t s or r i g h t t o i n j e c t t o anybody else? 

A. Yes, a f t e r I heard v e r b a l l y t h a t Pronghorn had 

got t h e i r permit through, I c a l l e d up and t a l k e d up t o the 

head land person over the State of New Mexico w i t h 

Chesapeake. They t o l d me at t h a t time t h a t they had not 

had any knowledge of any k i n d of l e a s i n g , anything e l s e , 

hadn't been contacted. 

Q. No, you heard t h a t Pronghorn had been issued an 

i n j e c t i o n permit. Who d i d you hear t h a t from? 

A. At t h a t time, Baber had — or Pronghorn had a 

pluggi n g crew out t h e r e , and the guy t h a t was plug g i n g i t 

i s Buddy Garner. He come by and t o l d me t h a t they had the 

pe r m i t . 

Q. And when was that? 

A. Oh, he d i d n ' t t e l l me t h a t f o r a couple of 

months. And at t h a t time i t was probably about June the 

27th, 28th. 
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Q. Okay. And when d i d you have your d i s c u s s i o n w i t h 

t h i s person w i t h Chesapeake? 

A. The 28th, a f t e r I found out, approximately 2:00 

p.m. i n the afternoon. 

Q. Okay. Do you know who owns the surface on which 

Pronghorn's proposed i n j e c t i o n w e l l i s located? 

A. Yes, I do. His name i s Fe l i p e Moreno. 

Q. Okay, I want you t o t u r n t o DKD E x h i b i t Number 4. 

Do you recognize that? 

A. Yes, I do. 

Q. What i s i t ? 

A. I t ' s a warranty deed from the Lea County Clerk's 

O f f i c e t h a t I went and looked up on the map t o be sure I 

knew where I was a t . I went t o the Lea County Court O f f i c e 

and picked t h i s up and had i t c e r t i f i e d , because I'm 

p o s i t i v e t h a t t h a t ' s who l i v e s t h e r e . 

Q. And does t h i s warranty deed cover the surface on 

which Pronghorn's proposed i n j e c t i o n w e l l i s located? 

A. According t o the Lea County map t h a t I looked a t , 

i t does. 

MR. OWEN: Okay. Mr. Examiner, I do p o i n t out 

t h a t a c e r t i f i e d copy i s included i n the packet of e x h i b i t s 

before you. The c e r t i f i e d stamp i s copied w i t h the r e s t of 

the e x h i b i t s which have been given t o opposing counsel and 

the other p a r t i e s i n the room. 

STEVEN T. BRENNER, CCR 
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EXAMINER CATANACH: Okay. 

Q. (By Mr. Owen) What i s the date of t h a t warranty 

deed, E x h i b i t Number 4? 

A. Just a second, please. 14th day of August, 1991. 

Q. Okay. Are you reading t h a t down i n the bottom? 

A. Yes. 

Q. Does t h a t i n d i c a t e t h a t i t was f i l e d i n the Lea 

County Records on August 14th, 1991? 

A. Yes. 

Q. Okay, why don't you t u r n t o E x h i b i t Number 5? 

Can you t e l l me what t h a t is? 

A. This i s a p i c t u r e t h a t includes the we l l b o r e i n 

the foreground there. Right behind i t , i t includes the 

t r a i l e r house and the workshop t h a t F e l i p e Moreno owns. 

Q. I s t h i s the same Felipe Moreno t h a t ' s i n the 

E x h i b i t Number 4 t h a t owns t h a t surface? 

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

Q. A l l r i g h t . How do you know t h a t t h i s i s the 

wellhead t h a t Pronghorn proposes t o use as i t s i n j e c t i o n 

w e l l ? 

A. Whenever I put i n my SWD, an OCD f i e l d 

r e p r e s e n t a t i v e by the name of B i l l P r i c h a r d came out t h e r e 

t o inspect i t several times, and I t o l d him I had heard 

t h a t and wanted t o know i f i t was t r u e , and he s a i d yeah, 

he thought so. And I asked him t o c a r r y me t o t h i s 

STEVEN T„ BRENNER, CCR 
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wellhead, t o be s p e c i f i c a l l y sure t h a t t h a t was i t , and 

t h i s i s the wellhead t h a t we came up on. 

Q. Did Mr. Prichard take you t o t h i s wellhead? 

A. Yes, he d i d . 

Q. Did he t i l l you t h a t t h i s i s the w e l l t h a t 

Pronghorn intends t o use as i t s i n j e c t i o n w e l l ? 

A. Yes, he d i d . 

Q. I s i t on the same surface t r a c t as the Moreno 

home? 

A. Yes, i t i s . 

Q. I s there any fence or any other boundary marker 

between the Moreno home and t h i s wellhead? 

A. No, s i r . 

Q. Okay. To the best of your knowledge, does 

Pronghorn have any other operations i n the area? 

A. Not since they plugged out the w e l l s i n the l a s t 

t h r e e months or so, t h a t I'm aware of. 

Q. So they've been i n the business of pluggi n g some 

wells? 

A. That's my understanding, yeah. 

Q. Does t h a t include plugging some w e l l s t h a t are on 

the surface, t h a t you own? 

A. Yes. 

Q. Why don't you t u r n t o DKD E x h i b i t Number 6? Can 

you t e l l me what t h a t is? 

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 

71 

A. E x h i b i t Number 6? 

Q. Yes, s i r . 

A. Yes, on January 28th I wrote a l e t t e r t o the O i l 

Commission, asking them t o get ahold of the r i g h t f u l owners 

t o please clean up or clean o f f the equipment t h a t was on 

l o c a t i o n , and -- which they d i d . I t h i n k they had t o c a l l 

them about three times before they d i d get ahold of me. 

And as you can t e l l , t h a t I worked on t h i s q u i t e 

some time. To give you a l i t t l e h i s t o r y on t h i s , i f I may, 

my e x - s i s t e r - i n - l a w owned t h i s p r o perty f o r a number of 

years, and I know t h a t I helped her whenever J e r r y Sexton 

and several of them was there t r y i n g t o get some of t h i s 

s t u f f removed. And whether she wrote l e t t e r s or not, I 

can't speak f o r her. But I do know t h a t i t ' s been t h e r e 

f o r a number of years, and — exceeding over 10 years, I'm 

sure. 

Q. And are these two w e l l s t h a t are mentioned on 

here the same w e l l s t h a t I was asking Mr. Baber about, 

whether the surfaces had been cleaned? 

A. Yes. 

Q. And has t h a t surface been cleaned? 

A. On the State T Number 4, i t ' s been cleaned t o 

w e l l s a t i s f a c t i o n . I don't have a problem w i t h i t a f t e r 

they plugged i t . 

The State T w e l l , t h a t ' s approximately west of me 

STEVEN T. BRENNER, CCR 
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a q u a r t e r m i l e , i t ' s not on my p r o p e r t y so I ' d r a t h e r not 

make comments on i t because I don't know whether i t ' s 

s a t i s f a c t i o n or not. 

As you can see i n t h i s l e t t e r , the wellbores was 

e i t h e r bordering me and t h e i r anchors are over on me or 

whatever, on the Oryx State "T" w e l l , but the tank b a t t e r y 

and the w e l l t h a t they plugged several years ago — I don't 

know how long i t ' s been — there's s t i l l q u i t e a b i t of 

t r a s h , flow l i n e s , e verything else s t i l l out t h e r e . 

Q. I s t h a t on your surface? 

A. Yes, i t i s . 

Q. And i s t h a t m a t e r i a l represented i n E x h i b i t 

Number 7? 

A. Yes, i t i s . 

Q. Can you t e l l me what t h a t e x h i b i t i s , please? 

A. I t ' s j u s t a h i s t o r y here, not t o s l i n g mud or 

anything e l s e , I j u s t want t o s t a t e the f a c t s on t h i s , t h a t 

I know f o r the two years t h a t I've had the p r o p e r t y i t ' s 

been t h i s way. I know f o r a f a c t , i n reference — past 

h i s t o r y of ten years, i t ' s been about l i k e t h i s . 

Q. Which w e l l i s t h i s equipment associated with? 

A. This i s i n con j u n c t i o n w i t h a l l t h r e e w e l l s , i s 

the way i t looked, because there's f l o w l i n e s coming from 

each w e l l , coming i n t o a c e n t r a l tank b a t t e r y . 

Q. I s t h i s on your surface? 

STEVEN T. BRENNER, CCR 
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A. Yes, t h i s i s a l l on my deeded land, yes. 

Q. And are these w e l l s t h a t Pronghorn was 

resp o n s i b l e f o r plugging, according t o the C-103s t h a t we 

reviewed e a r l i e r ? 

A. Yeah, I guess. You know, I check i n t o t h i s 

before I s t a r t e d on any of t h i s f o r — you know, t o c l a r i f y 

myself. And the best I could f i n d out, i t looked l i k e he 

had plugging orders from 1988 up t i l l now, and he j u s t 

r e c e n t l y plugged two w e l l s . But now t h a t ' s the best I 

could f i n d . 

Q. Who took these p i c t u r e s i n E x h i b i t Number 7? 

A. I took them myself. 

Q. When d i d you take them? 

A. I took them approximately one month ago. 

Q. I s the c o n d i t i o n of the land and the equipment 

the same today as i t was then? 

A. Approximately two and a h a l f weeks ago they came 

i n and got the two bigger tanks, the two 500-barrel welded 

tanks, they moved them out. But as f a r as e v e r y t h i n g e l s e , 

i t ' s a l l s t i l l t h e r e . 

Q. Okay. Who took the p i c t u r e s i n DKD E x h i b i t 

Number 5, those p i c t u r e s of the Moreno house? 

A. I took those p i c t u r e s also. 

Q. When d i d you take those p i c t u r e s ? 

A. I took those approximately Labor Day. 
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Q. Of t h i s year? 

A. Yes, uh-huh. Yes. 

Q. And t o the best of your knowledge, i s the 

c o n d i t i o n of t h a t property, i n c l u d i n g the l o c a t i o n of the 

home and the wellbore, s u b s t a n t i a l l y the same today as i t 

was a t the time these p i c t u r e s were taken? 

A. That's c o r r e c t . Labor Day was approximately a 

week ago. 

Q. Okay. I s there anything f u r t h e r you'd l i k e t o 

add, Mr. Watson? 

A. I t h i n k t h i s t h i n g p r e t t y w e l l speaks f o r i t s e l f . 

Again, I'm not here t o s l i n g mud, I'm not here t o r e a l l y do 

anything l i k e t h a t . I j u s t want t o s t a t e the f a c t s and 

f i n d out why I can't get my land cleaned up. And i f you're 

going t o run something l i k e t h i s , I j u s t don't t h i n k i t ' s 

f a i r t o me. 

MR. OWEN: A l l r i g h t , I pass the witness. 

EXAMINER CATANACH: Mr. P a d i l l a ? 

CROSS-EXAMINATION 

BY MR. PADILLA: 

Q. Mr. Watson, as I understand your testimony, 

you're e s s e n t i a l l y saying you have no o b j e c t i o n t o t h i s 

A p p l i c a t i o n i f they clean the land; i s t h a t f a i r ? 

A. The only o b j e c t i o n I've got t o i t i s t h a t he's 

had over t e n years t o put one i n . I f he'd put one i n , I 
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wouldn't have had t o worry about i t . 

Q. You're saying "put one i n " . What do you mean, an 

i n j e c t i o n well? 

A. His i n j e c t i o n w e l l . 

Q. My question was, as I understand your testimony, 

you seem t o have some environmental concerns f o r the 

surface of the land, but you have no o b j e c t i o n t o the 

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

A. P a r t i c u l a r l y not, I don't have a whole l o t of 

problem w i t h him t r y i n g t o i n j e c t i n i t . 

Q. You j u s t want him t o clean the s u r f a c e ; i s n ' t 

t h a t r i g h t ? 

A. Well, t h a t ' s the number-one t h i n g , but there's a 

couple t h i n g s . 

Q. Okay, what's the second thing? 

A. He hasn't followed any procedures y e t . F i r s t of 

a l l , he d i d n ' t n o t i f y me. I j u s t got through w i t h t h i s 

process, so I k i n d of have an idea what's going on. 

The t h i r d t h i n g i s , Chesapeake's got the minerals 

leased. I had t o get i t a l l i n black and white before I 

could i n j e c t . 

Q. I understand t h a t . You agree t h a t a t the time 

t h a t Pronghorn f i l e d i t s A p p l i c a t i o n t o i n j e c t , you were 

s t i l l not the approved operator of record on your w e l l ; i s 

t h a t r i g h t ? 

STEVEN T.. BRENNER, CCR 
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A. Well, I t h i n k y o u ' l l n o t i c e , I had change-of-

operator since February. 

Q. But the O i l Conservation D i v i s i o n had not 

approved your change-of-operator form u n t i l A p r i l 15th, 

co r r e c t ? 

A. That's what i t i n d i c a t e s , yes. 

Q. So your E x h i b i t Number 1 i s j u s t what you 

submitted, r i g h t ? I t doesn't have an approval stamp on i t ? 

A. Not at t h a t c u r r e n t time. 

Q. Okay. And we have t o look t o our E x h i b i t Number 

7 i n order t o f i n d out when you became the o f f i c i a l 

operator f o r the acreage? 

A. E x h i b i t Number 7? 

Q. Of — The Applicant's e x h i b i t . 

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

Q. Well, l e t me j u s t r e s t a t e i t t h i s way: The O i l 

Conservation D i v i s i o n d i d not approve your change of 

operator u n t i l A p r i l 15th, r i g h t ? 

A. That's when the stamp was, t h a t ' s c o r r e c t . 

Q. Okay. And i n your E x h i b i t Number 1 i t doesn't 

have an approval stamp on i t ? 

A. That's c o r r e c t , I agree w i t h t h a t . 

Q. You'd agree w i t h me also t h a t the assignment, 

b i l l of sale and conveyance t h a t i s attached t o your 

E x h i b i t 1 was not recorded by you u n t i l May 15th — or, 

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 

77 

c o r r e c t i o n , May 14th, 2002, r i g h t ? 

A. Yes, s i r . I f I may e x p l a i n t h a t ? 

Q. Well, of record, f o r anyone t o have n o t i c e of 

t h a t assignment, they wouldn't have n o t i c e of t h a t i n the 

county records u n t i l May 14th when you f i l e d t h a t 

assignment, r i g h t ? 

A. Okay, I ' l l go along w i t h t h a t , yes, s i r . 

Q. Okay. Do you have any o b j e c t i o n s here on any — 

You haven't presented any o b j e c t i o n s t o t h i s A p p l i c a t i o n on 

the basis t h a t you intend t o d r i l l any shallow w e l l s t o the 

San Andres or the G l o r i e t a formation, r i g h t ? 

A. I d i d n ' t Object on t h a t , but I have been 

contacted by two people t h a t do want t o d r i l l i t . 

Q. But you're not o b j e c t i n g today on t h a t basis? 

A. No, s i r , not at the present time --

Q. And — 

A. — but I want t o p r o t e c t what I've got. 

Q. I s n ' t your t r u e motive f o r o b j e c t i n g t o t h i s 

A p p l i c a t i o n i s because i t competes w i t h your s a l t w a t e r 

d i s p o s a l well? 

A. No, I can handle competition. I'm not w o r r i e d 

about t h a t . 

Q. You're not concerned at a l l about competition? 

A. No, s i r , I'm not worried about t h a t . I've been 

i n t h a t a l l my l i f e . 
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Q. What was i t t h a t you said t h a t you had -- you 

wish they had d r i l l e d t h i s w e l l — done t h i s t h i n g t e n 

years ago? 

A. Well, I t h i n k i f y o u ' l l look a t the OCD records 

he's been on the l i s t since 1988. I f wanted t o put i n an 

SWD, why d i d n ' t he do i t ? 

Q. Well, I suppose I could ask you the same 

question, why d i d n ' t you do the s a l t w a t e r d i s p o s a l w e l l 

e a r l i e r , r i g h t ? 

A. Well, I bought the lease — or I bought the land 

about a year and a h a l f ago, and I waited on Chesapeake f o r 

two years t o get the paperwork squared up, or I would have 

had i t i n two years ago. 

Q. Now, you purchased t h i s w e llbore from Chesapeake? 

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

Q. Okay. As p a r t of your purchase, d i d you do any 

due d i l i g e n c e i n terms of i n v e s t i g a t i n g whether or not 

t h e r e were any r e g u l a t o r y a f f a i r s being conducted out th e r e 

a t the time? 

A. Did I do any of tha t ? 

Q. Yes. 

A. Yes. 

Q. What d i d you f i n d ? 

A. I found t h a t once I got the lease from Chesapeake 

and e v e r y t h i n g , t h a t they said I could do anything they 
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wanted t o , because i t ' s a lease from top t o bottom. 

Q. Would you agree w i t h me t h a t Chesapeake got a 

copy of the A p p l i c a t i o n of Pronghorn f o r s a l t w a t e r 

i n j e c t i o n on A p r i l 8th, 2002? 

A. I couldn't agree t o t h a t , because I wasn't 

n o t i f i e d . And June the 2 8th, they t o l d me they had not 

been n o t i f i e d . 

Q. Do you t h i n k t h i s e x h i b i t — Do you have any 

reason t o b e l i e v e t h a t t h i s E x h i b i t Number 6, which i s the 

r e t u r n r e c e i p t , i s i n c o r r e c t ? 

A. Yeah, I would t h i n k i t ' s i n c o r r e c t . But I don't 

know. I mean, t h a t ' s a personal o p i n i o n . 

Q. And you would agree w i t h me t h a t a t the time — 

on A p r i l 8th, 2002, Chesapeake Operating was the operator 

f o r the acreage t h a t you now have, r i g h t ? 

A. A p r i l the 8th? 

Q. Yes. 

A. I don't t h i n k they were. I t h i n k — j u s t because 

i t ' s documented i n Lea County on the 15th; I t h i n k I had i t 

done before t h a t . 

Q. Well, your change of operator wasn't approved 

u n t i l A p r i l 15th, correct? 

A. Well, I can't help t h a t , i t was f i l e d by 

February. Right there i t says February the 2nd, whenever I 

n o t i f i e d them, an e f f e c t i v e date. 
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MR. PADILLA: May I look a t E x h i b i t Number 7? 

EXAMINER CATANACH: C e r t a i n l y . 

MR. PADILLA: Our E x h i b i t Number 7. 

MR. BROOKS: Oh, you mean t h e i r Number 7 — your 

Number 7. 

Q. (By Mr. P a d i l l a ) When d i d you say you f i l e d t h i s 

w i t h the O i l Conservation Divi s i o n ? 

A. I t says e f f e c t i v e date, February 1 of 2002. 

Q. Okay, but you d i d n ' t f i l e t h a t u n t i l A p r i l 2nd, 

2002. Let me show you the stamp, r e c e i p t of the O i l 

Conservation D i v i s i o n . 

A. Okay. 

Q. So you d i d n ' t f i l e i t on February 1s t , r i g h t ? 

A. Apparently not, according t o t h a t . 

Q. As between you and Chesapeake now, you ma have 

been the operator on February 1st, r i g h t ? 

A. Okay, yes, s i r . 

Q. But i n terms of g i v i n g n o t i c e t o Pronghorn or 

anyone e l s e , there's nothing of record t o show t h a t you 

were the operator, correct? 

A. I guess so, yeah. 

Q. I s there any shallow o i l p r o d u c t i o n i n t h i s area? 

A. Not i n t h a t immediate area. There i s some on the 

o u t l y i n g . 

Q. How f a r away? 
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A. Oh, approximately — As the crow f l i e s , 

approximately s i x miles. 

Q. Okay. 

A. Which means nothing where I'm a t , but t h e r e i s 

some approximately s i x miles away. 

MR. PADILLA: That's a l l I have. 

EXAMINER CATANACH: Okay, anything else? 

MR. OWEN: Yeah, I do have a couple of f o l l o w -

ups . 

FURTHER EXAMINATION 

BY MR. OWEN: 

Q. Mr. Baber, one of these — issue I f o r g o t t o ask 

you about. We had t a l k e d about, or I had t a l k e d w i t h Mr. 

Baber about the State T Number 4 w e l l and t h a t w e l l being 

plugged. Do you remember t h a t discussion? 

A. Yes. 

Q. And the C-103 i s included i n Pronghorn's 

e x h i b i t s . Did you see t h a t C-103 when you were over here? 

A. Yes. 

Q. Were you o n - s i t e when t h a t plugging o p e r a t i o n , 

the plugging operation of the State T Number 4 w e l l , was 

being performed? 

A. Almost d a i l y . 

Q. Was there any event r e l a t i n g t o the San Andres 

fo r m a t i o n when t h a t operation was being performed? 
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A. Yes, there was. 

Q. What happened? 

A. Whenever they shot the casing o f f , whenever they 

went t o clean out the hole, the wellbore i n order t o get 

t h e i r cement down there t o plug across the casing, they had 

t o c i r c u l a t e approximately 2 5 b a r r e l s or so of o i l out of 

i t . 

Q. And was t h a t from the San Andres formation? 

A. Apparently, i t was somewhere i n the neighborhood 

of the San Andres i n there, yes. 

Q. And how f a r away on the surface i s t h a t State T 

Number 4 w e l l from t h i s i n j e c t i o n w e l l proposed by 

Pronghorn? 

A. I t ' s s t r a i g h t east of i t , about a q u a r t e r of a 

m i l e , approximately. 

Q. Okay. 

A. They also d i d i t the second day they come i n 

t h e r e , c i r c u l a t e d the o i l out of i t . 

Q. C i r c u l a t e d o i l out of i t two days i n a row? 

A. Yes, s i r . 

Q. Out of the San Andres formation? 

A. Yes, s i r . 

Q. Okay. 

A. To clean up the wellbore so they could cement i t . 

Q. A l l r i g h t . Now, I'm going t o s w i t c h gears on 
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you — 

A. Okay. 

Q. — back t o your arrangements w i t h Chesapeake. 

When d i d you reach agreement w i t h Chesapeake on changing 

the operator and assigning the mineral i n t e r e s t s t o you? 

A. We had been t a l k i n g about i t f o r q u i t e some time. 

The date, I'm not sure about. But I do know t h a t we had 

discussed t a k i n g i t over the date of February, 2002. 

Q. A l l r i g h t , and when d i d you sign t h a t assignment? 

A. I signed i t probably i n — I'm going t o say the 

f i r s t p a r t of May, probably. 

Q. You signed an assignment the f i r s t p a r t of May? 

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

Q. When d i d you sign t h a t change of operator? 

A. I thought i t was e a r l i e r than what he showed me, 

but apparently — i t was i n A p r i l , what he showed me, but I 

thought i t was e a r l i e r than t h a t . 

Q. Now, t h a t stamp t h a t he showed you i s when i t was 

f i l e d w i t h the OCD; i s t h a t r i g h t ? 

A. Right. 

Q. Did you f i l e w i t h the OCD? 

A. Yes. 

Q. You f i l e d t h a t change of operator w i t h t h e OCD? 

A. Yes. 

Q. Did you f i l e the assignment of the mine r a l 
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i n t e r e s t s i n the Lea County Records? 

A. No, I d i d not, because they sent i t t o me, they 

requested me t o sign i t . Due t o the other s i g n a t u r e s t h a t 

they needed from other p a r t n e r s , they wanted me t o send i t 

back t o them. I d i d , I sent i t back t o them. I c a l l e d 

them two or three times since then, i t ' s been approximately 

a month or so, and they said t h a t they were s t i l l working 

on i t , and they haven't sent me a copy back y e t . 

Q. Okay. 

A. But my understanding i s , they're going t o send i t 

t o the Lea County Courthouse t o have i t recorded, and then 

I should get a copy of t h a t . 

MR. OWEN: Okay, t h a t ' s a l l I have, Mr. Examiner. 

EXAMINER CATANACH: Okay. A couple of questions. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Watson, the change-of-operator form t h a t you 

submitted, t h a t i s f o r what w e l l again? The State — Go 

ahead and t e l l me, what w e l l i s t h a t f o r ? 

A. I t ' s f o r the DKD LLC Watson Number 6 — or Watson 

6 Number 1, I'm sor r y . 

Q. Which was — What was the previous name of t h a t 

w e l l ? 

A. That was Chesapeake Operating Watson 6 Number 1. 

Q. Okay, t h a t ' s always been the same name? 
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A. I t ' s been the same name, j u s t change of operator. 

Q. Okay. Now, a l l you d i d i s acquire t h a t w e l l b o r e 

from Chesapeake, or d i d you acquire the lease, the 40-acre 

lease or the 80-acre lease, or what d i d you acquire from 

them? 

A. Okay, I acquired the we l l b o r e , and i n the deal 

they gave me approximately 76.63 acres t o go along w i t h i t . 

I n other words, i f you look at E x h i b i t 1 back here on the 

— Chesapeake Operating t o DKD --

Q. Uh-huh. 

A. — the way t h a t worked out i s , I have Lots 13 and 

14 t o take care of my Watson 6 Number 1. That i s 

approximately 76.65 acres. 

Q. Okay. So you own the mineral i n t e r e s t s under 

t h a t 76 acres? 

A. That i s c o r r e c t , I had the lease --

Q. So i f you wanted t o d r i l l a producing w e l l , you 

could? 

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

Q. Okay. 

A. I n t h i s i t says, 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 a l l depths. 

Q. Okay. And as f a r as you know, Chesapeake 

r e t a i n e d Lots 11 and 12? 

A. That i s my understanding. 
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Q. Okay. 

A. Now, I haven't had an at t o r n e y look a t t h i s , I 

haven't... 

Q. Now, you were r e f e r r i n g t o some equipment and 

s t u f f t h a t i s i n t h i s v i c i n i t y . That i s l o c a t e d on Lot 11 

or 12? 

A. No. 

Q. Okay, where i s t h a t equipment t h a t you're t r y i n g 

t o get cleaned up? 

A. I t ' s on Lot 13 and 14 on me, deeded land. 

Q. You're the surface owner? 

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

Q. And t h a t equipment belongs t o or i s -- I t was i n 

as s o c i a t i o n w i t h w e l l s t h a t were on — i n Lots 11 and 12? 

A. Also, yeah. I n other words, a l l those w e l l s 

apparently pumped i n t o a c e n t r a l tank b a t t e r y , and the 

c e n t r a l tank b a t t e r y was on me. 

Q. So i t ' s your contention t h a t — who's res p o n s i b l e 

f o r t h a t equipment? 

A. Whenever Mr. Baber d i d c a l l me, he d i d accept 

r e s p o n s i b i l i t y f o r the tank b a t t e r y , he d i d accept 

r e s p o n s i b i l i t y f o r the wellbores, by h i s own admission. 

Q. Okay. 

A. And he said t h a t he would work on i t . 

EXAMINER CATANACH: I don't have anything 
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f u r t h e r . 

EXAMINATION 

BY MR. BROOKS: 

Q. Well, t h i s i s r e a l l y not a p e r t i n e n t question — 

Well, f i r s t of a l l , I do have one or two. 

You said you — I t h i n k you t e s t i f i e d t o t h i s : 

You own the surface of t h i s land t h a t -- t h i s same land 

t h a t you own the minerals from — the o i l and gas lease 

from Chesapeake? 

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

Q. There's been some statements i n the record t h a t 

you own the minerals, but t h a t ' s not r e a l l y an accurate 

statement? 

A. No, s i r , i t ' s — I've got them leased — 

Q. Yeah, you own an o i l and gas lease. 

A. — through Chesapeake, through the State of New 

Mexico. 

Q. Right. 

A. State of New Mexico a c t u a l l y owns i t . 

Q. But you own the o i l and gas lease as t o Lots 11 

and 12; i s t h a t what you own? 

EXAMINER CATANACH: T h i r t e e n and 14. 

Q. (By Mr. Brooks) Oh, 13 and 14. 

A. T h i r t e e n and 14. 

Q. Th i r t e e n and 14. You do not own the o i l and gas 
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lease as t o the l o c a t i o n where the State T Number 2 i s 

lo c a t e d , though? 

A. Well, i t says here i n t h i s lease there's 233.36 

acres, and I'm going t o go w i t h the assumption t h a t no, I 

do not have the lease on 11 and 12, but I've got the lease 

on 13 and 14. 

Q. Yeah, but you do not own the lease where the w e l l 

t h a t Pronghorn wants t o i n j e c t i n t o i s located? That l o t 

i s not a p a r t of your lease? 

A. I'm not sure about t h a t . 

Q. Well, I mean i t ' s not p a r t of your ownership. I t 

may be p a r t of the same lease, but i t ' s not p a r t of -- you 

don't -- That's what I'm t r y i n g t o c l a r i f y . You c l a i m — 

A. I honestly b e l i e v e i t ' s on mine, because I have 

t h a t 80-acre lease. 

Q. And your lease i s which l o t s ? 

A. T h i r t e e n and 14. 

Q. Okay, w e l l — 

A. Now, t o c l a r i f y t h i s , I only have 50 acres of 

surface r i g h t , but I have 80 acres of miner a l r i g h t s . 

Q. Yeah. There's a s i g n i f i c a n t enough confusion i n 

the record t h a t I'm not sure t h a t there's any evidence as 

t o e x a c t l y what l o t . 

There's evidence as t o what u n i t l e t t e r t h i s w e l l 

i s l o c a t e d on, but I'm not sure there's anything i n the 
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r e c o r d a t t h i s p o i n t t o — h a v i n g gone t h r o u g h a l l t h o s e 

e x h i b i t s , I'm n o t sure t h e r e ' s a n y t h i n g i n t h e r e c o r d t h a t 

shows what l o t t h i s w e l l i s l o c a t e d on. 

A. W e l l , I ' v e g o t e v e r y t h i n g on t h e M and N b l o c k , I 

know t h a t . 

Q. Yeah. 

A. And I t h i n k I ' v e g o t — I ' d have t o l o o k a t t h e 

s t a t e map a g a i n , b u t I'm p r e t t y s u r e I ' v e g o t t h a t up t h e r e 

on t h e h i l l . 

Q. Okay. W e l l , t h a t ' s a l l I t h i n k I have o f s e r i o u s 

q u e s t i o n s . I d i d have a q u e s t i o n , what i s a h o t - o i l 

b u s i n e s s ? 

A. I w i s h I had b r o u g h t them p i c t u r e s i n h e r e . I ' l l 

p u t my equipment up a g a i n s t anybody. 

Q. What do you do? 

A. We p i c k up t h e crude o i l a l o t o f t i m e s and h e a t 

i t up, p u t i t back down t h e w e l l t o m e l t a l l o f t h e 

p a r a f f i n s and e v e r y t h i n g i n t h e t u b i n g — 

Q. Oh, I see. 

A. — heat up p a r a f f i n s i n t h e bo t t o m o f t h e t a n k s . 

MR. BROOKS: Okay, t h a t ' s a l l my q u e s t i o n s . 

EXAMINER CATANACH: Do you have any o t h e r s ? 

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

EXAMINER CATANACH: Okay, t h a t ' s a l l t h e 

q u e s t i o n s I have. But I would l i k e a f i v e - m i n u t e r e c e s s . 
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I want t o consult w i t h my att o r n e y here. 

(Thereupon, a recess was taken a t 1:03 p.m.) 

(The f o l l o w i n g proceedings had a t 1:12 p.m.) 

EXAMINER CATANACH: Do you guys have anything 

f u r t h e r ? 

MR. OWEN: I don't have any a d d i t i o n a l evidence. 

I do — 

EXAMINER CATANACH: Ready f o r c l o s i n g statements? 

MR. OWEN: Yeah, I be l i e v e i t would be 

app r o p r i a t e f o r Mr. P a d i l l a t o go f i r s t . 

MR. PADILLA: Well, i f he's going t o do i t , I 

might as w e l l say something. 

Mr. Examiner, t h i s A p p l i c a t i o n , i t ' s c l e a r t h a t 

the basis of the p r o t e s t here i s s t r i c t l y — t h e r e was no 

n o t i c e given. We've gone through a hearing here. Mr. 

Watson f o r DKD has not made any case as f a r as s a l t w a t e r 

d i s p o s a l i t s e l f i s concerned. A l l he i s s t a t i n g i s t h a t 

he's got some concerns about some of the surface land, and 

he wants t h a t taken care of, cleaned up. 

Mr. Baber t e s t i f i e d t h a t t h a t was an ongoing 

process r i g h t now, they're plugging and abandoning the 

w e l l s i n the area, and they w i l l recomplete t h i s w e l l i f 

t h i s order i s — or i f the suspension i s l i f t e d from t h i s 

order. 

So I don't know what the nature of the o b j e c t i o n 
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i s other than — the only conclusion I can reach i s t h a t 

Mr. Watson doesn't want a competitor out t h e r e . I t i s i n 

d i r e c t c ompetition t o have the two s a l t w a t e r d i s p o s a l w e l l s 

i n the same area. 

But as f a r as the geology, as f a r as the 

A p p l i c a t i o n i t s e l f i s concerned, there's no reason why 

i n j e c t i o n cannot occur i n the proposed w e l l , i n t h i s w e l l . 

There's not going t o be any waste, there's not going t o be 

any k i n d of impairment of c o r r e l a t i v e r i g h t s . The zone i n 

Mr. Baber's w e l l i s not even e x i s t e n t , by the nature of the 

evidence t h a t we have presented. 

Now, there i s a l i t t l e b i t of confusion w i t h 

regard t o the 6200 f e e t and 6400 f e e t . To c l a r i f y t h a t , I 

t h i n k there's no question but t h a t the A p p l i c a t i o n needs t o 

remain a t 62 00 f e e t . We're not t r y i n g t o overreach. We 

r e a l i z e t h a t t o go t o 6400 f e e t , we'd have t o s t a r t a l l 

over again and give n o t i c e . So I don't want the Commission 

t o be confused by t h a t A p p l i c a t i o n . The i n j e c t i o n i n t e r v a l 

should remain at 6000 t o 6200 f e e t . 

But going again t o -- Now, I wanted t o touch on 

one other basis. Right now, there's been some issue r a i s e d 

as t o whether or not Pronghorn has a u t h o r i t y t o i n j e c t , 

because they may not have a mineral lease or they may not 

have any r i g h t s t o i n j e c t t h e r e . 

I want t o d i s t i n g u i s h between r e g u l a t o r y 
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a u t h o r i t y t o i n j e c t and having some ownership r i g h t t o 

i n j e c t . I f indeed Mr. Baber needs t o o b t a i n r i g h t s 

f o l l o w i n g t h i s hearing, he w i l l have t o do t h a t . 

But t o r a i s e the n o t i o n t h a t the r e g u l a t o r y 

a u t h o r i t y t o i n j e c t has t o have some k i n d of miner a l 

ownership along w i t h i t a t the time of t h i s A p p l i c a t i o n , a t 

the time of the g r a n t i n g of t h i s permit, I t h i n k you're 

t a l k i n g about two d i f f e r e n t t h i n g s . 

One i s having some k i n d of mineral r i g h t or r i g h t 

of some s o r t t o i n j e c t , and t h a t would come from the State 

Land O f f i c e or from Chesapeake Operating, who owns, i t ' s 

c l e a r , the o i l and gas lease. But the a u t h o r i t y , the 

r e g u l a t o r y a u t h o r i t y i n and of i t s e l f , as f a r as being able 

t o i n j e c t i s d i f f e r e n t t h i n g . 

Now, we get i n t o notions of trespass or 

something, but t h a t doesn't apply t o Mr. Watson or DKD. I t 

app l i e s t o the person or the e n t i t y owning U n i t L e t t e r L, 

which i s Chesapeake, or i t would be the State Land O f f i c e , 

who i s the mineral owner underlying t h a t land. 

But as f a r as the i n t e g r i t y or the p r o p r i e t y of 

t h i s A p p l i c a t i o n , i t should not be questioned, because very 

o f t e n — I've been n e g o t i a t i n g i n the past r i g h t s w i t h the 

State Land Commissioner f o r s a l t w a t e r d i s p o s a l by way of 

business leases or by way of underground i n j e c t i o n 

a u t h o r i t y , i r r e s p e c t i v e of the r e g u l a t o r y a u t h o r i t y given 
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by the O i l Conservation D i v i s i o n . 

So there's been nothing presented here by DKD t o 

show t h a t t h i s A p p l i c a t i o n , on the basis of waste and on 

the basis of impairment of c o r r e l a t i v e r i g h t s or on the 

basis of conservation, t h a t should r a i s e i t s e l f t o such an 

exte n t t h a t t h i s A p p l i c a t i o n should be denied. Again, t h i s 

i s p u r e l y r e g u l a t o r y and has nothing t o do w i t h whether or 

not Mr. Baber or Pronghorn has some k i n d of l i c e n s e or some 

k i n d of a u t h o r i t y from a landowner or a leaseholder 

p o s i t i o n t o allow i n j e c t i o n of water i n t h i s w e l l . 

But as f a r as the j u r i s d i c t i o n of the O i l 

Conservation Commission, or the D i v i s i o n , you have before 

you the wellbore. What's going t o occur i n the — There's 

not h i n g , there's no known o i l production t h a t would impair 

the r i g h t , the r e g u l a t o r y r i g h t , t o i n j e c t i n t h i s w e l l . 

Thank you. 

EXAMINER CATANACH: Thank you, Mr. P a d i l l a . 

MR. OWEN: Mr. Examiner, Mr. P a d i l l a has t o some 

exte n t o v e r s i m p l i f i e d the issues. I n f a c t , t h e r e are other 

issues before you. 

F i r s t , I would l i k e t o r e f e r t o the zone t h a t was 

no t i c e d . I t was not i c e d from 6000 t o 6200 f e e t . That's 

the n o t i c e t h a t was published i n the paper, and t h a t ' s the 

n o t i c e t h a t was given t o the o f f s e t operators. However, I 

note i n one of my l e t t e r p o i n t s , i t was not given t o the 
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surface owner. 

The Order req u i r e s the i n j e c t i o n i n t e r v a l t o be 

from 6000 t o 6200 f e e t . Mr. Baber has t e s t i f i e d t h a t he's 

going t o place a plug at -- a cement p l u g , I b e l i e v e , a t 

6500 f e e t . 

To the extent t h a t Mr. P a d i l l a has conceded t h a t 

Pronghorn i s only requesting i n j e c t i o n a u t h o r i t y from 6000 

t o 6200 f e e t , and t o the extent t h a t an order approving the 

i n j e c t i o n i s issued, I would request t h a t a p p r o p r i a t e 

measures be taken t o ensure t h a t the i n j e c t i o n i n t e r v a l 

stops a t 6200 f e e t and does not progress down t o 6400 f e e t , 

6500 f e e t . I f t h a t i s going t o be the case, then as Mr. 

P a d i l l a ' s n o t i c e — as i n d i c a t e d , we would need a new 

n o t i c e t o be given t o a l l the o f f s e t operators and the 

surface owner. 

Which brings me t o my next p o i n t . The only 

evidence before you i s t h a t the surface of t h i s land on 

which t h i s i n j e c t i o n w e l l i s located i s owned by an 

i n d i v i d u a l . I t ' s fee surface. That i n d i v i d u a l was not 

given n o t i c e . That i n d i v i d u a l does not appear on the 

r e t u r n r e c e i p t cards, the l e t t e r was not given t o them, the 

A p p l i c a t i o n was not given t o them. 

This A p p l i c a t i o n i s not p r o p e r l y before the 

D i v i s i o n , and i f the D i v i s i o n wants t o consider i t , n o t i c e 

does need t o be given t o t h a t surface owner, Mr. Moreno. 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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As t o the i n j e c t i o n zone i t s e l f , i n f a c t , t h e r e 

has been testimony before you today t h a t t h e r e have been 

hydrocarbon shows i n t h a t i n j e c t i o n i n t e r v a l . And Mr. 

Watson t e s t i f i e d t h a t when an o f f s e t t i n g w e l l was plugged, 

t h a t i n f a c t they had t o c i r c u l a t e o i l t w i c e from t h a t zone 

before they were able t o plug i t . I t appears t h a t , i n 

f a c t , t h a t zone may w e l l be capable of p r o d u c t i o n . I t i s 

t h i s agency's duty t o prevent waste and p r o t e c t c o r r e l a t i v e 

r i g h t s . 

My f i n a l p o i n t w i l l be t h a t Pronghorn doesn't own 

any r i g h t s a t a l l , but i t i s your duty t o p r o t e c t the 

r i g h t s t h a t are t h e r e . I t appears t h a t t h e r e are 

hydrocarbons i n place i n t h i s zone, i t appears t h a t those 

hydrocarbons may w e l l be impacted by the i n j e c t i o n of 

s a l t w a t e r . And I b e l i e v e i t i s your duty t o prevent waste 

and t o p r o t e c t c o r r e l a t i v e r i g h t s , t o deny t h i s 

A p p l i c a t i o n , because, i n f a c t , t h a t zone does show t h a t i t 

i s p o s s i b l y capable of production i n t h a t area. 

But Mr. Examiner, the biggest p o i n t t h a t you have 

before you i s t h a t Pronghorn simply doesn't have any r i g h t s 

i n t h i s area. Mr. P a d i l l a attempts t o make the argument 

t h a t you can issue orders t o any operator, t o any 

a p p l i c a n t , regardless of t h e i r ownership i n t e r e s t i n the 

area. 

Now, i t ' s not proper f o r you t o determine 

STEVEN T. BRENNER, CCR 
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ownership disputes, t h a t ' s f o r the cou r t s t o determine. We 

don't have an ownership dispute. What we have i s 

uncon t r a d i c t e d testimony from Mr. Watson and a concession 

from Mr. Baber t h a t , i n f a c t , Chesapeake owns the minerals, 

t h a t Pronghorn has no a u t h o r i t y t o i n j e c t i n t o these 

minerals. 

I n c a r r y i n g out your d u t i e s t o prevent waste and 

p r o t e c t c o r r e l a t i v e r i g h t s , you must be aware of who the 

owner of the mineral i n t e r e s t i s . I f there's a d i s p u t e 

about i t , i t ' s appropriate f o r you t o a b s t a i n from 

e x e r c i s i n g your j u r i s d i c t i o n . 

I n t h i s case, there i s no di s p u t e . Pronghorn 

does not have those r i g h t s . When Pronghorn has those 

r i g h t s , I submit i t would be appropriate t o re-submit t h i s 

A p p l i c a t i o n . However at t h i s time, I submit t h a t i t i s 

app r o p r i a t e f o r t h i s D i v i s i o n t o deny the A p p l i c a t i o n and 

dismiss the A p p l i c a t i o n of Pronghorn. Thank you. 

EXAMINER CATANACH: Thank you, Mr. Owen. 

Anything f u r t h e r i n t h i s case? 

MR. OWEN: No. 

EXAMINER CATANACH: There being n o t h i n g f u r t h e r 

i n t h i s case, Case 12,905 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

1:20 p.m. ) ... • , 
':' ' " s' :'f 

* * * ( )=)/) .^k' 

3 3 w / / , ^_/t 
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