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

2 8:19 a.m.: 

3 EXAMINER CATANACH: At t h i s time w e ' l l c a l l f i r s t 

4 case, 10,985. 

5 MR. CARROLL: A p p l i c a t i o n of Burk Royalty Company 

6 f o r a w a t e r f l o o d p r o j e c t , Lea County, New Mexico. 

7 EXAMINER CATANACH: Are t h e r e appearances i n t h i s 

8 case? 

9 MR. BRUCE: Mr. Examiner, Jim Bruce w i t h t he 

10 H i n k l e Law Firm i n Santa Fe, rep r e s e n t i n g the A p p l i c a n t . 

11 I have one witness t o be sworn. 

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

13 Okay, please swear the witness i n , Mr. C a r r o l l . 

14 CHARLES GIBSON, 

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

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

17 DIRECT EXAMINATION 

18 BY MR. BRUCE: 

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

2 0 residence f o r the record? 

21 A. My name i s Charles Gibson. I l i v e i n W i c h i t a 

22 F a l l s , Texas. 

2 3 Q. What i s your occupation and who are you employed 

24 by? 

25 A. I am a petroleum engineer f o r Burk Royalty 
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1 Company. 

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

3 D i v i s i o n ? 

4 A. No, I have not, not i n New Mexico. 

5 Q. Would you please o u t l i n e your e d u c a t i o n a l and 

6 employment background? 

7 A. I graduated from the U n i v e r s i t y of Texas i n 1979 

8 w i t h a bachelor's of science i n petroleum engineering. 

9 I went t o work f o r Sun O i l Company, worked f o r 

10 them f o r 11 years i n C a l i f o r n i a and Texas i n v a r i o u s phases 

11 of petroleum engineering, production, r e s e r v o i r , d r i l l i n g . 

12 I went t o work f o r Burk Royalty i n 1990 and have 

13 worked f o r them since, been i n a l l phases of petroleum 

14 engineering, again, mostly i n r e s e r v o i r engineering, and i n 

15 t h a t c a p a c i t y I've t e s t i f i e d i n Texas and Oklahoma i n f r o n t 

16 of the R a i l r o a d Commission and the Corporation Commission, 

17 r e s p e c t i v e l y . 

18 Q. And are you f a m i l i a r w i t h the engineering matters 

19 r e l a t e d t o t h i s A p p l i c a t i o n ? 

2 0 A. I am. 

21 MR. BRUCE: Mr. Examiner, I tender Mr. Gibson as 

2 2 an expert petroleum engineer. 

23 EXAMINER CATANACH: Mr. Gibson i s so q u a l i f i e d . 

24 Q. (By Mr. Bruce) B r i e f l y , Mr. Gibson, what does 

25 Burk seek i n t h i s case? 
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1 A. Well, we're the operator of the Hanson Federal 

2 "C" lease, which covers the southwest quarter of Section 

3 23, Township 20 South, Range 34 East i n Lea County, and we 

4 seek authority t o i n j e c t produced water i n t o the Yates 

5 i n t e r v a l through our Hanson "C" Well Number 4, located 1650 

6 feet from the south l i n e and from the west l i n e of Section 

7 23, and we believe the i n j e c t i o n w i l l increase the 

8 production i n our o f f s e t wells. 

9 Q. What's the current status of the "C" 4 well? 

10 A. I t ' s currently TA'd. E a r l i e r t h i s year, the BLM, 

11 as the w e l l had been inactive f o r a long time, said t o , you 

12 know, do something with the w e l l , either make i t active or 

13 plug i t . 

14 And at that time there was a packer stuck i n the 

15 hole, and we milled i t up. And when we were successful 

16 doing t h a t , we decided to apply f o r an i n j e c t i o n permit f o r 

17 t h i s w e l l . 

18 Q. What i s the h i s t o r y of the well? What year was 

19 i t d r i l l e d and what happened to i t thereafter? 

20 A. I t was d r i l l e d back i n 1963 — or, excuse me, 

21 January of 1964. And i t did not make a producing w e l l , so 

22 i t was TA'd at that time f o r future use as a disposal w e l l . 

23 They did use that as a disposal w e l l from 1969 t i l l 1975. 

24 Q. And i t ' s been inactive since 1975? 

25 A. That's true. 
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1 Q. Would you please r e f e r t o E x h i b i t 1 and discuss 

2 i t b r i e f l y f o r the Examiner? 

3 A. E x h i b i t 1 i s a map of a p o r t i o n of Lea County. 

4 H i g h l i g h t e d i n yellow i s the Hanson "C" lease. I t shows 

5 the f o u r w e l l s on t h a t lease, the 1, the 2, the 3 and the 

6 4. 

7 The 2 was a dry hole. The 4, as I s a i d , never 

8 made a producer, and the production from the lease has been 

9 from the Number 1 and the Number 3 w e l l s . 

10 The map also shows a l i n e from the A t o A' t h a t 

11 I ' l l r e f e r t o i n a l a t e r e x h i b i t . 

12 Q. And does the map also show the o f f s e t operators? 

13 A. I t does. 

14 Q. What pool do you seek t o i n j e c t i n t o ? 

15 A. I t ' s the Lynch Pool. 

16 Q. And could you then move on t o E x h i b i t 2 and 

17 discuss t h a t , please? 

18 A. E x h i b i t 2 i s the same map — or a map of the same 

19 area, but i t shows a s t r u c t u r e on the top of the Yates 

20 sand, and also i t shows the Hanson "C" h i g h l i g h t e d i n 

21 yel l o w . The s t i p p l i n g on the map i s Burk's leasehold i n 

22 the area. 

23 Q. And a l l of the w e l l s on the Hanson "C" lease are 

24 a t about the same s t r u c t u r a l depth, are they not? 

25 A. They are. The w e l l we seek a u t h o r i t y t o i n j e c t 
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1 into is 11 f e e t low t o the Number 1 and 13 f e e t low t o the 

2 Number 3 • 

3 Q. Would you then move on t o E x h i b i t 3 and i d e n t i f y 

4 t h a t f o r the Examiner? 

5 A. E x h i b i t 3 i s the c r o s s - s e c t i o n t h a t I r e f e r r e d t o 

6 e a r l i e r , from the Hanson "C" down t o the — down through 

7 our Neal lease. 

8 I t shows both the top of the Yates, r e l a t i v e l y 

9 c o n s i s t e n t through a l l of the w e l l s , and i t shows a 

10 p o r o s i t y i n t e r v a l i n the lower Yates t h a t i s e a s i l y 

11 c o r r e l a t a b l e and w e l l developed through the area. 

12 Q. I s the Lower Yates the main producing zone? 

13 A. I t i s . There are a couple other p o r o s i t y 

14 i n t e r v a l s i n the upper and middle Yates, but c l e a r l y the 

15 m a j o r i t y of the production has come from the — 

16 Q. And t h a t ' s why you b e l i e v e you can do w e l l 

17 i n j e c t i n g i n t o t h a t zone? 

18 A. Yes, we do. 

19 Q. I s production from t h i s lease i n an advanced 

20 s t a t e of d e p l e t i o n w i t h respect t o primary production? 

21 A. I t i s . The lease has had a cumulative of 169,000 

22 b a r r e l s , but now i t ' s down t o only seven b a r r e l s a day. 

23 Q. From both producing wells? 

24 A. Yes. 

25 Q. Total? 
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1 A. Yes. So an average of 3.5 b a r r e l s per day per 

2 w e l l . So, you know, t h i s p r o j e c t w i l l increase the 

3 recovery and increase the production. 

4 Q. What i s E x h i b i t 4? 

5 A. E x h i b i t 4 i s the OCD form C-108 and the 

6 attachments t o t h a t , which i s our A p p l i c a t i o n f o r 

7 A u t h o r i z a t i o n t o I n j e c t . The — I ' l l go through t h e 

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

9 The second page of the A p p l i c a t i o n i s our 

10 proposed parameters. Our desired i n j e c t i o n r a t e i s 3 00 

11 b a r r e l s per day. We t h i n k t h a t we might get up t o 1500 

12 b a r r e l s per day ev e n t u a l l y . 

13 I t ' s a closed system. We t h i n k t h a t i t won't 

14 take over 300 pounds t o i n j e c t i n t o i t . At some p o i n t we 

15 t h i n k t h a t the i n j e c t i o n pressure might get up t o 1500 

16 pounds, but c u r r e n t l y w e ' l l only ask f o r 700 as t h a t ' s 

17 w i t h i n the .2 p . s . i . per f o o t t h a t the D i v i s i o n a l l o w s . 

18 The sources of i n j e c t i o n f l u i d w i l l be produced 

19 water. 

2 0 Q. From what zone w i l l the produced water come from? 

21 A. I t w i l l come from the Yates and also p o s s i b l y 

22 from the Seven Rivers. The i n j e c t i o n zone i s the Yates 

23 sandstone, upper Permian i n age. The top of t h e Yates i n 

24 the "C" 4 i s a t 3462, and the w e l l i s p e r f o r a t e d from 3564 

25 t o 3585. 
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1 There are no underground sources of d r i n k i n g 

2 water below the Yates. 

3 Above the Yates, the Quaternary a l l u v i u m t o about 

4 80 f e e t i s the only source of ground water i n the area, 

5 also c a l l e d the Og a l l a l a . 

6 The next two pages are the land owner and the 

7 leasehold operators o f f s e t t i n g the Hanson "C" 4 lease. 

8 Not a l l these companies have producing w e l l s 

9 d i r e c t l y o f f s e t t i n g the C-4, but they have i n t e r e s t r i g h t s 

10 i n the leases o f f s e t t i n g . 

11 The next page i s the w e l l s which penetrate the 

12 proposed i n j e c t i o n zone. I n c l u d i n g the "C" Number 4, th e r e 

13 are seven w e l l s i n the h a l f - m i l e area of review. 

14 The "C" 4, as I st a t e d before, i s c u r r e n t l y 

15 i n a c t i v e . 

16 The "C" 1 and "C" 3, as I s a i d , are both a c t i v e . 

17 The "C" 2 was d r i l l e d and abandoned. At the time 

18 t h a t t h i s t a b l e was prepared, I d i d n ' t have a l l the 

19 pl u g g i n g i n f o r m a t i o n on t h a t w e l l and the other two w e l l s 

2 0 t h a t I don't have casing records f o r . The "C" 2 was 

21 d r i l l e d i n 1963, d r i l l e d and abandoned. I t had a 50-sack 

22 cement plug from 3572 t o 3672, 20-sack plugs a t 3300 and 

23 1750, 3 5-sack cement plug a t 3 00 f e e t , which went across 

24 the base of the surface casing. I t has 8 5/8 cemented a t 

25 250 f e e t , and then they put a 10-sack cement p l u g a t the 
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1 top of the 8 5/8 and a 10.4-pound r o t a r y mud spacers 

2 between the cement plugs. 

3 The Hanson Federal "D" Number 1 had 5 1/2 a t 

4 3728. I t s record of completion i s attached. I t was 

5 plugged and abandoned. 

6 The Hanson Federal "D" Number 2 was d r i l l e d 

7 October, 1963. I t had a 50-sack cement plug a t 3667, a 20-

8 sack — 20-sack plugs a t 3320 and 1740. Those i n t e r v a l s 

9 are a t the base of the s a l t s and a t the top of th e s a l t . A 

10 35-sack p l u g a t the base of the 8 5/8 casing, and then a 

11 10-sack plug i n the top. The 8 5/8 was a t 220 f e e t . 

12 And then the l a s t w e l l on the l i s t i s the D&E 

13 Federal Number 1. I t was d r i l l e d and abandoned i n August 

14 of 1961. They set 7-inch a t 1632, and they had 8 5/8 a t 

15 1600, but they only — They d i d n ' t use very much cement 

16 when they set these s t r i n g s , and they p u l l e d t h a t pipe from 

17 900 and 950 f e e t , r e s p e c t i v e l y . They had a 35-sack cement 

18 p l u g from 3501 t o 3601, an 18-sack cement p l u g from 3315 t o 

19 -65, 41-sack plugs from 1600 t o 1700 and 950 t o 1050, a 

20 125-sack p l u g from 200 t o 300 and a 15-sack p l u g a t the 

21 surface. 

22 Q. I s the mechanical i n t e g r i t y of these w e l l s 

23 s u f f i c i e n t t o prevent i n j e c t e d water from reaching any 

24 freshwater sources? 

25 A. Yes, i t i s . 
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1 Q. Okay. Please continue w i t h the next p a r t of your 

2 C-108. 

3 A. A f t e r the t a b l e or the completion r e p o r t s f o r the 

4 Hanson "C" 4 showing t h a t i t was d r i l l e d and cased and 

5 cemented, according t o a l l the r e g u l a t i o n s , and should 

6 provide p r o t e c t i o n from any m i g r a t i o n of f l u i d s , t h e "C" 

7 Number 1 shows the same. 

8 I f the Examiner would l i k e , I can read a l l of 

9 t h i s i n t o the record, or j u s t l e t the A p p l i c a t i o n show 

10 t h a t . 

11 Do you want me t o go through a l l the casing on 

12 a l l the wells? 

13 EXAMINER CATANACH: No. 

14 THE WITNESS: Okay. 

15 Q. (By Mr. Bruce) Why don't you move on t o your 

16 proposed recompletion of the "C" 4? 

17 A. Okay. The schematic t h a t shows the 8 5/8 a t 258 

18 f e e t . I t was cemented t o the surface, the 5-1/2-inch 

19 casing was set a t 3 692 and cemented t o the surface w i t h 500 

2 0 sacks. So we have, you know, good casing and cement t o the 

21 surface. 

22 Our p e r f o r a t i o n s are from 3564 t o -70, 3574 t o 

23 -76 and 3583 t o -85. 

24 We'll run a packer on 2 3/8 t u b i n g t o 

25 approximately 3450 t o i s o l a t e the casing from the t u b i n g i n 
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1 t he i n j e c t i o n zone. I t shows the plugback i s 3656, 70 f e e t 

2 of r a t h o l e . 

3 We'll have a pressure gauge on both the t u b i n g 

4 and the t u b i n g casing annulus t o monitor pressures. 

5 Q. W i l l the c o n d i t i o n of t h i s w e l l and of the other 

6 w e l l s i n the area of review allow you t o s a f e l y conduct 

7 w a t e r f l o o d operations? 

8 A. We be l i e v e i t w i l l . 

9 Q. The f i n a l page i s j u s t the advertisement t h a t 

10 Burk r o y a l t y had done i n the l o c a l newspaper; i s t h a t 

11 c o r r e c t ? 

12 A. It is, the Hobbs Daily News Sun. 

13 Q. Now, r e f e r r i n g back t o E x h i b i t 1, t h e r e are t h r e e 

14 l i t t l e red X's on t h a t e x h i b i t , one i n the northeast of 

15 Section 22, one on your lease and another one i n the 

16 northeast quarter of Section 26. What do those red marks 

17 i n d i c a t e ? 

18 A. They represent f r e s h water w e l l s t h a t were 

19 d r i l l e d i n the area. They were d r i l l e d f o r stock tank 

20 purposes. We're not sure i f they are a c t i v e ; we're going 

21 t o inspect t h a t tomorrow. And i f they are a c t i v e , then 

22 w e ' l l c o l l e c t samples and submit t h a t a n a l y s i s . 

2 3 MR. BRUCE: We'd request permission, i f those 

24 w e l l s are a c t i v e , t o submit the water analyses a f t e r t h i s 

25 hearing, Mr. Catanach. 
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EXAMINER CATANACH: Okay. 

Q. (By Mr. Bruce) Now, the w e l l s i n Section 22 and 

Section 2 6 are stock-tank w e l l s . What about the w e l l i n 

Section 23? What i s i t ? 

A. Okay, i t was a freshwater w e l l d r i l l e d as a 

ground bed water source f o r — t h a t provided p r o t e c t i o n f o r 

P h i l l i p s Petroleum's p i p e l i n e , and as such i t ' s not i n use 

as a water supply w e l l f o r anything but j u s t as a source t o 

keep t h e i r — wet. 

Q. Are the r e any f a u l t s or h y d r o l o g i c connections 

between freshwater sources and the o b j e c t i o n [ s i c ] 

formation? 

A. None t h a t we can t e l l from i n s p e c t i o n o f the 

e l e c t r i c logs of the area. 

Q. Okay. Now, you mentioned the i n j e c t i o n water 

w i l l come, I b e l i e v e , p r i m a r i l y from the Seven Rivers? 

A. The Yates does not produce a l o t of water i n i t s 

primary phase of production, and the r e are other w e l l s i n 

the area where we t a l k e d t o the operators and we're going 

t o be able t o use t h e i r water. 

Q. I s the i n j e c t i o n water compatible w i t h the 

for m a t i o n water? 

A. I t i s . You know, there aren't any serious scale 

or c o r r o s i o n problems. We'll t r e a t f o r scale, but i t ' s not 

a problem. 
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1 Q. Okay. And what about the i n i t i a l — the p r o j e c t 

2 area f o r t h i s waterflood? 

3 A. I t w i l l be the south h a l f of the southwest 

4 q u a r t e r of Section 23 and the northeast of the southwest of 

5 23. 

6 Q. Now, when you i n i t i a l l y f i l e d the form c-108 w i t h 

7 the D i v i s i o n , d i d you also n o t i f y the surface owners or 

8 lessees and the o f f s e t operators or lessees? 

9 A. Yes, we d i d . 

10 Q. And i s E x h i b i t 5 your cover l e t t e r t o the C-108 

11 and the c e r t i f i e d returns? 

12 A. Yes, i t i s . 

13 MR. BRUCE: Also, Mr. Examiner, because t h i s was 

14 set f o r hearing, I went ahead and n o t i f i e d a l l o f the same 

15 companies of the exact hearing date, and E x h i b i t 6 i s my 

16 a f f i d a v i t of n o t i c e w i t h the n o t i c e l e t t e r and c e r t i f i e d 

17 r e t u r n r e c e i p t s attached. 

18 EXAMINER CATANACH: Okay. 

19 Q. (By Mr. Bruce) Mr. Gibson, i n your o p i n i o n w i l l 

20 t h e g r a n t i n g of t h i s A p p l i c a t i o n be i n the i n t e r e s t s of 

21 conservation, the prevention of waste and the p r o t e c t i o n of 

22 c o r r e l a t i v e r i g h t s ? 

23 A. Yes, i t w i l l . I f we don't do t h i s p r o j e c t , then 

24 the lease i s going t o reach i t s economic l i m i t sometime 

25 soon, depending on the p r i c e of o i l , of course, and t h i s 

CUMBRE COURT REPORTING 
(505) 984-2244 



16 

should extend the l i f e of the lease f o r a number of years. 

Q. Were E x h i b i t s 1 through 6 prepared by you or 

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

A. They were. 

MR. BRUCE: Mr. Examiner, I move the admission of 

E x h i b i t s 1 through 6. 

EXAMINER CATANACH: E x h i b i t s 1 through 6 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Gibson, I be l i e v e you t e s t i f i e d t h a t t h e 

Number 4 w e l l has p r e v i o u s l y been used or — I'm s o r r y . 

Which w e l l has been p r e v i o u s l y used as a d i s p o s a l w e l l ? 

A. The w e l l t h a t we're applying f o r t h e p e r m i t 

today. 

Q. The Number 4 well? 

A. Yes. At the time t h a t they d i d i t , they d i d not 

have any extraneous water source, and so i t ' s simply a 

di s p o s a l o p e r a t i o n . And the records are a l i t t l e b i t 

unclear as t o why they q u i t using i t . 

Q. Do you have any idea what permit number t h a t w e l l 

had? 

A. I don't have t h a t , but we could research i t . I 

can get i t f o r you. 

Q. Was i t i n j e c t i n g i n t o the same p e r f o r a t i o n s t h a t 
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are c u r r e n t l y i n the well? 

A. I t was. 

Q. Your plans are t o j u s t u t i l i z e the two producing 

w e l l s ; you're not going t o d r i l l any a d d i t i o n a l w e l l s on 

t h a t lease? 

A. Not a t t h i s time. The spacing f o r t h e pool i s 40 

acres, and so we only have 12 0 acres t h a t we'd have t o 

apply f o r increased d e n s i t y . 

Q. Do you have any estimates of what you might 

recover by t h i s operation? 

A. Well, the primary f o r the two w e l l s was 169,000, 

and some o f f s e t f l o o d s could approach t h a t . So, you know, 

we probably won't reach one t o one, but we should produce 

i n the range of 120,000 t o 130,000 b a r r e l s . 

Q. Now you're j u s t producing out of the Yates; i s 

t h a t c o r r e c t ? Seven Rivers i s not productive? 

A. Not i n our w e l l s . I n the area i t i s , but not on 

the Hanson "C" lease. So yes, we're only producing from 

the Yates sand. 

Q. You went through some i n f o r m a t i o n on the 

P-and-A'd w e l l s . What I need f o r you t o do i s submit 

schematics a f t e r the hearing, submit schematic drawings of 

a l l t h e P-and-A'd w e l l s , showing a l l the p l u g g i n g d e t a i l s 

on those w e l l s . 

A. Okay. 
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1 Q. And the freshwater w e l l s , you're going t o make a 

2 d e t e r m i n a t i o n i f those are producing; i s t h a t c o r r e c t ? 

3 A. We're going t o make a det e r m i n a t i o n t o the s t a t u s 

4 of those. And i f we can, we're going t o get samples. 

5 Q. Okay. How are you going t o make t h a t 

6 determination? 

7 A. We're going t o go look a t the — ins p e c t them. 

8 Q. Do you know how deep those water w e l l s are? 

9 A. They are, I b e l i e v e , 220 f e e t . They're l e s s than 

10 2 50 f e e t deep. 

11 Q. I s the p r o j e c t area — I s the i n t e r e s t common i n 

12 the p r o j e c t area? I s a l l the i n t e r e s t the same on each of 

13 these t r a c t s ? 

14 A. I n t e r e s t — You mean the working i n t e r e s t ? 

15 Q. Working i n t e r e s t . 

16 A. On the Hanson "C" i t i s , the t h r e e w e l l s . The 

17 i n t e r e s t s are a l i t t l e b i t d i f f e r e n t on our other leases i n 

18 the area. 

19 Q. But a l l the "C" w e l l s are the same? 

20 A. Yes, they are. 

21 Q. And t h i s i s a l l one f e d e r a l — one common f e d e r a l 

22 lease? 

23 A. I t i s . 

24 EXAMINER CATANACH: I don't have anything e l s e , 

25 Mr. Bruce • 
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MR. BRUCE: Nothing e l s e , Mr. Examiner. 

EXAMINER CATANACH: Okay, t h e r e being n o t h i n g 

e l s e , and pending the submission of the a d d i t i o n a l two or 

th r e e e x h i b i t s , Case Number 10,985 w i l l be taken under 

advisement. 

(Thereupon, these proceedings were concluded a t 

8:43 a.m.) 

* * * 
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