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

10:30 a.m.: 

EXAMINER CATANACH: Okay, a t t h i s time w e ' l l c a l l 

Case 12,046. 

MR. CARROLL: A p p l i c a t i o n of B u r l i n g t o n Resources 

O i l and Gas Company f o r s t a t u t o r y u n i t i z a t i o n , Lea County, 

New Mexico. 

EXAMINER CATANACH: C a l l f o r appearances i n t h i s 

case. 

MR. KELLAHIN: Mr. Examiner, I'm Tom K e l l a h i n of 

the Santa Fe law f i r m of K e l l a h i n and K e l l a h i n , appearing 

on behalf of the Applic a n t . 

We would ask t h a t you consolidate Case 12,046 

w i t h Case 12,047. 

EXAMINER CATANACH: At t h i s time w e ' l l c a l l Case 

12,047. 

MR. CARROLL: A p p l i c a t i o n of B u r l i n g t o n Resources 

O i l and Gas Company f o r approval of a w a t e r f l o o d p r o j e c t 

and t o q u a l i f y t h a t p r o j e c t f o r the recovered o i l t a x r a t e 

Pursuant t o the Enhanced O i l Recovery Act, Lea County, New 

Mexico. 

EXAMINER CATANACH: I ' l l c a l l f o r a d d i t i o n a l 

appearances i n e i t h e r of these cases. 
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Okay, w i l l the witnesses please stand and be 

sworn in? 

MR. KELLAHIN: Yes, s i r , I have t h r e e witnesses. 

(Thereupon, the witnesses were sworn.) 

MR. KELLAHIN: Mr. Examiner, a t the time the 

s t a t u t o r y u n i t i z a t i o n case was f i l e d , t h ere was s t i l l an 

outstanding working i n t e r e s t owner t h a t had a s u b s t a n t i a l 

i n t e r e s t i n Santa Fe Energy. This week they have executed 

a r a t i f i c a t i o n , and we now have a hundred percent j o i n d e r 

by the working i n t e r e s t owners. 

This i s a small w a t e r f l o o d p r o j e c t . I t i s a 

p o r t i o n of the Delaware. I t c o n s i s t s of p o r t i o n s of two 

f e d e r a l leases. 

We need t o make you a p r e s e n t a t i o n on s t a t u t o r y 

u n i t i z a t i o n because there are two o v e r r i d i n g r o y a l t y owners 

who Mr. Gallegos has contacted and repeatedly requested t o 

s i g n r a t i f i c a t i o n s and has not yet received those. And so 

we need t o s a t i s f y the requirements f o r committing 

i n v o l u n t a r i l y those overrides. 

The p r i n c i p a l case, however, i s a w a t e r f l o o d 

p r o j e c t , and we have the g e o l o g i s t and the engineer t o 

present t o you the components of the w a t e r f l o o d p r o j e c t and 

t o q u a l i f y our i n j e c t i o n w e l l s as having a p p r o p r i a t e 

mechanical i n t e g r i t y f o r the f l o o d . 

With your permission, then, w e ' l l s t a r t our 
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p r e s e n t a t i o n w i t h Mr. Rick Gallegos. 

RICK GALLEGOS, 

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

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Gallegos, f o r the record, s i r , would you 

please s t a t e your name and occupation? 

A. Rick Gallegos, and I'm a senior landman w i t h 

B u r l i n g t o n Resources. 

Q. On p r i o r occasions, Mr. Gallegos, have you 

t e s t i f i e d before the Division? 

A. Yes, I have. 

Q. Has i t been your r e s p o n s i b i l i t y as a landman f o r 

B u r l i n g t o n t o become knowledgeable about the i n t e r e s t 

ownership w i t h i n t h i s p r o j e c t area? 

A. Yes. 

Q. As a r e s u l t of t h a t knowledge and i n f o r m a t i o n , 

have you contacted a l l the various i n t e r e s t owners 

concerning p a r t i c i p a t i o n i n t h i s u n i t ? 

A. Yes, I have. 

Q. I n a d d i t i o n , has i t been your r e s p o n s i b i l i t y t o 

seek p r e l i m i n a r y approval from the Bureau of Land 

Management f o r your p r o j e c t area? 

A. Yes, I have. 
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Q. Are you knowledgeable about the various 

c o n t r a c t s , i n c l u d i n g the u n i t agreement and the u n i t 

o p e r a t i n g agreement? 

A. Yes. 

MR. KELLAHIN: We tender Mr. Gallegos as an 

expert witness. 

MR. KELLAHIN: He i s so q u a l i f i e d . 

Q. (By Mr. Ke l l a h i n ) Mr. Gallegos, l e t ' s s t a r t w i t h 

some p r e l i m i n a r y background i n f o r m a t i o n f o r the D i v i s i o n , 

and l e t ' s s t a r t back w i t h the o r i g i n a l concept and the 

i n i t i a l working i n t e r e s t owner meeting t h a t occurred i n 

January of t h i s year. And t o help set the stage f o r t h a t 

d i s c u s s i o n , l e t me d i r e c t your a t t e n t i o n t o E x h i b i t Number 

1. What does t h i s represent? 

A. E x h i b i t Number 1 was the i n i t i a l o u t l i n e t h a t we 

had proposed f o r the wat e r f l o o d p r o j e c t area. 

A f t e r discussions w i t h a l l the working i n t e r e s t 

p a r t n e r s , we had an i n i t i a l meeting i n January, and then we 

had a foll o w - u p meeting i n March. and a t the March meeting 

a consensus was reached t o d i v i d e the p r o j e c t i n t o two 

d i f f e r e n t u n i t s , d i v i d i n g i t r i g h t t h e r e a t the township 

l i n e , b a s i c a l l y s p l i t t i n g the f i e l d i n h a l f . And p a r t of 

the reasoning f o r t h a t was t h a t the eastern p o r t i o n of the 

f i e l d had — i t had an increase i n produc t i o n due t o some 

water d i s p o s a l w e l l s i n the area, and our r e s e r v o i r 
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engineer, Doug Seams, w i l l elaborate on t h a t when he comes 

up. 

MR. KELLAHIN: Mr. Examiner, E x h i b i t 1 i s the 

o r i g i n a l concept. 

E x h i b i t 2 represents the c o n f i g u r a t i o n of the 

p r o j e c t as we're asking your approval f o r . 

And then E x h i b i t 3 i s Mr. Gallegos' summary of 

a c t i v i t i e s , so t h a t you won't have t o take notes on the 

chronology; he's provided you a summary. 

Q. (By Mr. K e l l a h i n ) A l l r i g h t , when we take the 

o r i g i n a l p r o j e c t area, were a l l the working i n t e r e s t owners 

— were a l l the working i n t e r e s t owners w i t h i n the e n t i r e 

concept area i n attendance at the i n i t i a l meeting? 

A. Not a l l of them were, but a l l of them were aware 

of i t , and a l l of them had received n o t i c e . 

Q. Okay. By the second working i n t e r e s t owner 

meeting i n March of 1998, had a l l the working i n t e r e s t 

owners w i t h i n the concept area been apprised of the 

p o t e n t i a l p r o j e c t ? 

A. Yes. 

Q. And so as a r e s u l t of t h a t meeting, then, t h e r e 

was an agreement t o d i v i d e the p r o j e c t , and B u r l i n g t o n 

e l e c t e d t o go forward w i t h the p r o j e c t t h a t ' s on the 

eastern p o r t i o n ? 

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

STEVEN T. BRENNER, CCR 
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Q. Let•s t u r n t o E x h i b i t Number 2. With the 

d e l e t i o n of the two 40-acre t r a c t s t h a t are shown on the 

Examiner's copy as crossed out i n red, w i t h the d e l e t i o n of 

those two 4 0-acre t r a c t s , does t h a t c o n f i g u r a t i o n represent 

the t r a c t c o n f i g u r a t i o n you're seeking approval f o r ? 

A. Yes, i t does. 

Q. Okay. 

A. And the two 40-acre t r a c t s were d e l e t e d as a 

r e s u l t of our meeting w i t h the Bureau of Land Management. 

Subsequent t o t h a t meeting, they had -- the BLM had 

recommended t h a t we delete the two t r a c t s , and we agreed 

w i t h them, and since deleted them. 

Q. The next sequence i n the chronology, Mr. 

Gallegos, i s a l e t t e r you c i r c u l a t e d on March 17th, 1998? 

A. Yes, and i n t h a t l e t t e r we advised a l l of the 

working i n t e r e s t owners i n the o r i g i n a l concept area t h a t 

we would be d i v i d i n g i t i n t o two u n i t s . 

Q. Okay. Let's set aside your chronology f o r a 

moment. We w i l l come back t o other events on the 

chronology. 

I f y o u ' l l t u r n now t o E x h i b i t 4, what does 

E x h i b i t 4 i l l u s t r a t e ? 

A. I t i l l u s t r a t e s a l l the t r a c t s t h a t are i n the 

w a t e r f l o o d p r o j e c t area t h a t we are seeking approval o f , 

and i t ' s got i t broken down by ownership, by the various 

STEVEN T. BRENNER, CCR 
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t r a c t s . 

Q. Okay, so when we look at the subsequent c o n t r a c t 

documents and we see t h i s number- and l e t t e r - c o d i n g — 

A. — i t w i l l also be referenced i n E x h i b i t B t o the 

u n i t agreement and u n i t operating agreement. 

Q. Okay. We can come back t o t h a t one i n a moment. 

Let's t u r n t o the p r e l i m i n a r y approval l e t t e r from the BLM. 

That's E x h i b i t 5. I d e n t i f y f o r the record what we're 

seeing. 

A. What you're lo o k i n g a t there i s a u n i t by the — 

or, I'm s o r r y , a l e t t e r by the Bureau of Land Management 

t h a t gives us p r e l i m i n a r y designation of the u n i t , t h e i r 

approval, and i n t h a t approval was the d e l e t i o n of the two 

t r a c t s . 

Q. I f y o u ' l l t u r n t o E x h i b i t 6, would you i d e n t i f y 

what t h i s e x h i b i t is? 

A. Yes, t h a t i s the u n i t agreement f o r the Corbin-

Delaware U n i t f o r our w a t e r f l o o d p r o j e c t . 

Q. I s t h i s a standard-form u n i t agreement the form 

of which has been approved by the Bureau of Land 

Management? 

A. Yes, i t i s . 

Q. I f y o u ' l l t u r n t o the back of t h a t e x h i b i t , l e t ' s 

s t a r t l o o k i n g a t the e x h i b i t attachments, s t a r t i n g w i t h 

E x h i b i t A t o the u n i t agreement. What are we seeing here? 

STEVEN T. BRENNER, CCR 
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A. What you're seeing there i s the o u t l i n e of the 

area t o be included i n the w a t e r f l o o d p r o j e c t , and a — 

once again, a breakdown by the t r a c t s , and then a 

breakdown, too, by the two f e d e r a l leases t h a t are inv o l v e d 

i n t h a t u n i t . 

Q. I t ' s a u n i t area t h a t c o n s i s t s of a l l f e d e r a l 

acreage, and t h a t ' s d i v i d e d i n t o two separate f e d e r a l 

leases? 

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

Q. When we t u r n t o E x h i b i t B, have you s a t i s f i e d 

y o u r s e l f t h a t you have accurately t a b u l a t e d the ownership 

and i d e n t i t y of those owners by t r a c t on t h i s e x h i b i t ? 

A. Yes, I have. The E x h i b i t B was taken from a 

t i t l e o p i n i o n I had done by the law f i r m of Turner and 

Davis. 

Q. While we keep E x h i b i t B before us, l e t ' s t u r n t o 

the c e r t i f i c a t e of n o t i f i c a t i o n f o r hearing. I t ' s E x h i b i t 

7. Do you f i n d t h a t , Mr. Gallegos? 

A. Yes. 

Q. I f y o u ' l l t u r n t o the t h i r d page of t h a t 

c e r t i f i c a t i o n , there's a t a b u l a t i o n of i n t e r e s t owners. Do 

you see t h a t ? The t h i r d page? 

A. Yes, I sure do. 

Q. A l l r i g h t . Let's go down the page and have you 

i d e n t i f y f o r us as of today what the c u r r e n t s t a t u s i s of 

STEVEN T. BRENNER, CCR 
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the v o l u n t a r y commitment by t h i s l i s t of i n t e r e s t owners t o 

the u n i t . 

A. Santa Fe Energy has committed t o the u n i t , 

they've f u r n i s h e d me w i t h a r a t i f i c a t i o n and j o i n d e r . 

Q. At t h a t p o i n t , do you now have a hundred percent 

of the working i n t e r e s t owners — 

A. Yes, I do — 

Q. — committed? 

A. — I have a hundred percent of the working 

i n t e r e s t ownership r a t i f i e d , i t has r a t i f i e d the u n i t . 

Q. What i s represented by the balance of the names 

and addresses? 

A. The balance of the names and addresses are a l l 

o v e r r i d i n g r o y a l t y i n t e r e s t owners. And there's two of 

those t h a t we have not received commitment from, A l t u r a 

Energy, L i m i t e d , and Leigh Wilber. The remainder of the 

o v e r r i d i n g owners, we have received t h e i r r a t i f i c a t i o n and 

j o i n d e r s . 

Q. Summarize the s t a t u s of your discussions w i t h 

A l t u r a . 

A. I have — I also followed up w i t h phone 

discussions w i t h A l t u r a on several occasions, and i t ' s a 

matter f o r them — I t ' s such a small deal t o them t h a t they 

have not taken the time t o look at i t or t o r o u t e i t 

through t h e i r management t o get approval. 

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 

14 

Q. What i s t h e i r percentage i n t e r e s t i n terms of an 

o v e r r i d i n g r o y a l t y i n the u n i t ? 

A. Approximately .17 percent, so... 

Q. And the other p a r t y i s whom? 

A. Leigh Wilber, and I have also spoke w i t h Mrs. 

Wilber. I t h i n k t h i s i s a case where they're j u s t not 

f a m i l i a r w i t h what they're s i g n i n g . They're not the 

o r i g i n a l — This o v e r r i d e was handed down t o them, so 

they're not r e a l comfortable i n s i g n i n g the document. They 

r e a l l y know nothing about i t . I t r i e d t o e x p l a i n i t t o 

them. And they had i n d i c a t e d t h a t they would probably t r y 

t o go t o an at t o r n e y and have him look a t i t and get i t 

signed f o r us ev e n t u a l l y . 

Q. What percentage i n t e r e s t i s associated w i t h t h e i r 

i n t e r e s t ? 

A. Once again, Leigh Wilber has approximately .17 

percent. 

Q. Okay. And a t t h i s p o i n t , then, you have what 

t o t a l percentage of r o y a l t y and overrides committed t o your 

p r o j e c t — 

A. Approximately — 

Q. — on a vo l u n t a r y basis? 

A. — 96.73 percent of the r o y a l t y and ov e r r i d e s 

have committed t o the u n i t . 

Q. Okay. When we move back t o the u n i t agreement 

STEVEN T. BRENNER, CCR 
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and look a t E x h i b i t B, then A l t u r a w i l l be i n d i c a t e d on 

t h i s d i s p l a y , and your documents w i l l also show the 

o v e r r i d e t o Leigh Wilber? 

A. That i s c o r r e c t . Leigh Wilber w i l l have an 

o v e r r i d e under Tracts IA, -B and -C, and A l t u r a w i l l have 

an o v e r r i d i n g r o y a l t y i n t e r e s t under Tracts IA, IB, 2A and 

2B. 

Q. And f i n a l l y , appended t o the o p e r a t i n g agreement 

i s an E x h i b i t C. What does t h i s show? 

A. The E x h i b i t C shows a breakdown of the i n t e r e s t 

by t r a c t s . 

Q. Turn your a t t e n t i o n now t o the u n i t o p e r a t i n g 

agreement, E x h i b i t 8. Do you have an o p i n i o n as t o whether 

t h i s i s a standard form operating agreement t h a t has been 

e d i t e d t o be s u i t a b l e f o r u n i t operations? 

A. Yes, i t i s a standard form u n i t o p e r a t i n g 

agreement, we have modified s l i g h t l y . 

Q. And a l l the working i n t e r e s t owners have signed 

and committed t h e i r i n t e r e s t under the o p e r a t i n g agreement? 

A. Yes, they have. 

Q. Turn w i t h me t o E x h i b i t 9, Mr. Gallegos. Would 

you i d e n t i f y and describe t h i s display? 

A. E x h i b i t 9 was the o r i g i n a l l e t t e r , both an 

o r i g i n a l l e t t e r and a follow-up t o the o v e r r i d i n g r o y a l t y 

i n t e r e s t owners, seeking t h e i r commitment t o the u n i 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 

16 

agreement and u n i t operating agreement. 

Q. Under t h i s proposal you i d e n t i f i e d f o r them the 

proposed u n i t i z e d i n t e r v a l ? 

A. Yes, I d i d . 

Q. And you estimated f o r them what your t e c h n i c a l 

people had advised you was the p o t e n t i a l a d d i t i o n a l o i l 

t h a t might be recovered i f t h i s p r o j e c t i s approved and i s 

successful? 

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

Q. When we go back t o your chronology, then, we 

f o l l o w the course of events where you have submitted t o the 

working i n t e r e s t owners the agreement. Was the r e a 

s u b m i t t a l t o the working i n t e r e s t owners of the v a r i o u s 

engineering r e p o r t s t h a t — 

A. Yes, there — 

Q. — formed the basis f o r the u n i t ? 

A. Yes, there was. That was submitted on June 8th. 

The agreements were submitted on May 2 2nd, and then we 

fo l l o w e d up w i t h an engineering r e p o r t on June 8th. 

Q. When we f o l l o w through the correspondence, then, 

a f t e r the J u l y 13th l e t t e r , what happened a f t e r t h a t ? 

A. A f t e r the J u l y 13th l e t t e r , we were able t o get 

82.5 percent of the working i n t e r e s t owners committed, and 

roughly about 85 percent of the working i n t e r e s t owners, 

and then subsequently we got 100 percent of the working 
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i n t e r e s t and 97.63 percent of the overrides and r o y a l t y 

owners. 

Q. As a petroleum landman, do you now b e l i e v e you 

have e f f e c t i v e and e f f i c i e n t c o n t r o l over u n i t operations, 

t o make t h i s p r o j e c t e f f e c t i v e l y c o n t r o l l e d by the u n i t 

operator? 

A. Yes. 

Q. Let me ask you t o t u r n t o E x h i b i t 10. E x h i b i t 10 

r e f e r s t o the n o t i c e t o the o f f s e t operators w i t h i n a h a l f -

m i l e r a d i u s of the i n j e c t i o n w e l l s . This n o t i c e l i s t was 

compiled based upon a C-108 s u b m i t t a l from your company? 

A. Correct. 

Q. A l l r i g h t . To the best of your knowledge, have 

you received any o b j e c t i o n s from any of the o f f s e t 

operators who — 

A. I have not received — 

Q. — are e n t i t l e d t o notice? 

A. — any. 

Q. Okay. At t h i s p o i n t i n the approval process, Mr. 

Gallegos, the remaining a c t i v i t y t o be completed i s an 

order from the D i v i s i o n a l l o w i n g the i n c l u s i o n of these two 

o v e r r i d i n g r o y a l t y i n t e r e s t owners, plus the D i v i s i o n ' s 

approval of the w a t e r f l o o d p r o j e c t ? 

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

Q. Once you have those approvals, then you can go 
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back t o the BLM and get f i n a l u n i t approval? 

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

Q. Do you have a time frame f o r what you b e l i e v e t o 

be your company's a c t u a l i n i t i a t i o n of the w a t e r f l o o d 

p r o j e c t ? 

A. I t w i l l probably be, I would estimate, January of 

next year, of 1999. 

Q. Thus f a r , have you received any o b j e c t i o n from 

any of the p a r t i e s t h a t you have contacted concerning t h e i r 

p a r t i c i p a t i o n i n the p r o j e c t area? 

A. No, I have not. 

MR. KELLAHIN: That concludes my examination of 

Mr. Gallegos, Mr. Catanach. 

We move the i n t r o d u c t i o n of E x h i b i t s 1 through 

10. 

EXAMINER CATANACH: E x h i b i t s 1 through 10 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Gallegos, do you e v e n t u a l l y a n t i c i p a t e 

o b t a i n i n g the approval of the Wilber i n t e r e s t ? I s i t 

Wilber? 

A. Yeah, i t was Leigh Wilber and A l t u r a Energy, were 

the two outstanding i n t e r e s t s . And yes, I do. I spoke 

w i t h Mrs. Wilber's husband e a r l i e r t h i s week on Monday, and 
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he s a i d i t was j u s t a matter of u n f a m i l i a r i t y w i t h i t , and 

they were going t o t r y t o t a l k t o some of t h e i r r e l a t i v e s 

and p o s s i b l y take i t t o an att o r n e y and t h a t they would 

l i k e t o go ahead and get i t r a t i f i e d and t o us. 

I also a n t i c i p a t e g e t t i n g A l t u r a Energy's also. 

Theirs was more of a time c o n s t r a i n t . I t was so small t o 

them, i n the scheme of what they do, t h a t they j u s t haven't 

had t o take any time t o deal w i t h i t , more than anything. 

EXAMINER CATANACH: Mr. K e l l a h i n , I don't r e c a l l 

an instance where we have j u s t s t a t u t o r i l y u n i t i z e d r o y a l t y 

i n t e r e s t owners. Do you have any r e c o l l e c t i o n — 

MR. KELLAHIN: I don't r e c a l l an instance e i t h e r . 

I t ' s a p p r o p r i a t e , though, as you would do i n a compulsory 

p o o l i n g case, t o have a mechanism t o commit t h e i r i n t e r e s t 

so t h a t they can share w i t h t h e i r a p p r o p r i a t e percentage. 

I n the absence of t h a t , then we are i n the l e g a l dilemma of 

having t o f i g u r e out how t o pay them t h e i r share on a 

leasehold basis, and i t j u s t doesn't work. 

EXAMINER CATANACH: I don't have a problem 

i s s u i n g an order. I guess my question i s , have you looked 

a t the S t a t u t o r y U n i t i z a t i o n Act and s a t i s f i e d y o u r s e l f 

t h a t we have i n your u n i t agreement or i n your u n i t 

o p e r a t i n g agreement everything t h a t ' s necessary t o issue a 

s t a t u t o r y u n i t order? 

MR. KELLAHIN: Yes, s i r . 
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EXAMINER CATANACH: There is? 

MR. KELLAHIN: Yes, s i r . 

EXAMINER CATANACH: I n c l u d i n g a l l o c a t i o n — how 

a l l o c a t i o n of production i s t o be handled? 

MR. KELLAHIN: We have an engineering witness 

t h a t ' s going t o t a l k t o you about t r a c t p a r t i c i p a t i o n , the 

e q u i t i e s e s t a b l i s h e d , and t h a t h i s u l t i m a t e conclusion i s 

t h a t we are f a i r , reasonably and e q u i t a b l y a l l o c a t i n g u n i t 

p r o d u c t i o n on an appropriate basis. So we're going t o h i t 

a l l the pegs f o r you w i t h some other witnesses. 

EXAMINER CATANACH: Okay, as long as we have t h a t 

i n t he record. 

MR. KELLAHIN: Yes, s i r . 

Q. (By Examiner Catanach) Mr. Gallegos, you have 

a c t u a l l y — Have a l l the working i n t e r e s t owners a c t u a l l y 

signed t h i s agreement? 

A. Yes, they signed a r a t i f i c a t i o n and j o i n d e r , 

which e f f e c t i v e l y commits t h e i r i n t e r e s t t o both the u n i t 

and the u n i t operating agreement. 

Q. And i s i t j u s t B u r l i n g t o n and Santa Fe, are the 

only two working i n t e r e s t s ? 

A. No, there's B u r l i n g t o n Resources; Santa Fe; RKC, 

In c . ; and Central Resources. So there's f o u r working 

i n t e r e s t owners. 

Q. Okay. Can you t e l l me why the two 4 0-acre t r a c t s 
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were excluded by — or sought t o be excluded by BLM? 

A. Yeah, I can get i n t o i t . Our g e o l o g i s t w i l l 

expand on i t . But b a s i c a l l y , i t was because the sand 

was — b a s i c a l l y covered less than 50 percent of the 

t r a c t s , so they had recommended t h a t we exclude them from 

the u n i t . And our g e o l o g i s t w i l l elaborate on t h a t . 

Q. Okay. I t also appears t o me t h a t the acreage i n 

Section 7 has yet t o be d r i l l e d ; i s t h a t c o r r e c t ? 

A. Let me check. There are — I b e l i e v e t h e r e i s a 

w e l l on 7. And t h i s i s — Our r e s e r v o i r engineer was going 

t o address t h i s p o r t i o n of i t . 

Q. Okay. Who made the d e c i s i o n t o exclude the west 

h a l f of t h i s pool? 

A. I t was made — B a s i c a l l y , i t was a consensus of 

the p a r t i e s a t the second working i n t e r e s t owner meetings, 

and the two b i g p a r t i e s i n the e n t i r e f i e l d are Santa Fe 

Resources and B u r l i n g t o n Resources. 

And Santa Fe Resources was i n support of i t also. 

They, I t h i n k , w i l l pursue, or they have i n d i c a t e d t h a t 

they w i l l pursue u n i t i z i n g t h i s western p o r t i o n of the 

f i e l d , and they w i l l operate t h a t . They are the b i g owner 

t h e r e , and we're the b i g owner i n the east h a l f . 

Q. But B u r l i n g t o n does have an i n t e r e s t i n what 

would be the western — 

A. Yes, we do. 
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Q. You have no i n d i c a t i o n of when they might pursue 

t h a t ? 

A. They were — At the time, they were going t o 

pursue i t c o n t i n u a l l y w i t h ours, but they have k i n d of 

f a l l e n behind, and my guess, i t w i l l probably be next 

s p r i n g , and t h a t would be — That's j u s t an estimate. They 

have i n d i c a t e d t h a t they are going t o pursue i t , though. 

EXAMINER CATANACH: That's a l l the questions I 

have of t h i s witness, Mr. K e l l a h i n . 

KEITH WINFREE. 

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

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. A l l r i g h t , you're the r e a l Mr. Winfree, huh? 

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

Q. Please s t a t e your name and occupation. 

A. My name i s K e i t h Winfree. I'm a senior s t a f f 

g e o l o g i s t w i t h B u r l i n g t o n Resources. 

Q. Mr. Winfree, on p r i o r occasions have you 

t e s t i f i e d before the Di v i s i o n ? 

A. Yes. 

Q. As p a r t of your d u t i e s as a petroleum g e o l o g i s t , 

have you made an i n v e s t i g a t i o n of the geology surrounding 

t h i s p r o j e c t ? 
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A. Yes. 

Q. This p r o j e c t was o r i g i n a l l y s t u d i e d by P i a t t 

Sparks and Associates, was i t not? 

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

Q. As p a r t of t h e i r o r i g i n a l p r o j e c t study, d i d they 

i n c l u d e a d e t a i l e d study of the geology? 

A. Yes. 

Q. And i t was your task t o review the geologic 

i n f o r m a t i o n they had used, t o review t h e i r conclusions, and 

t o see whether or not you were i n agreement w i t h them; i s 

t h a t not true? 

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

Q. Based upon t h a t e f f o r t , do you now have 

conclusions and opinions concerning the p r o j e c t area? 

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

MR. KELLAHIN: We tender Mr. Winfree as an expert 

petroleum g e o l o g i s t . 

EXAMINER CATANACH: He i s so q u a l i f i e d . 

Q. (By Mr. K e l l a h i n ) Let's t a l k about some of those 

opin i o n s . Have you s a t i s f i e d y o u r s e l f t h a t i t i s 

g e o l o g i c a l l y l o g i c a l t o configure the t r a c t s w i t h i n t h i s 

u n i t as proposed? 

A. Yes. 

Q. There i s a l o g i c t o the boundary of the u n i t and 

an o r g a n i z a t i o n of the t r a c t s i n such a way t h a t you can 
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e f f e c t i v e l y and e f f i c i e n t l y expose a c e r t a i n p o r t i o n of the 

Delaware t o a waterflood? 

A. Yes. 

Q. W i t h i n the geology of the u n i t , have you 

s a t i s f i e d y o u r s e l f t h a t the various maps t h a t were used are 

accurate and reasonable — 

A. Yes. 

Q. — and t h a t based upon t h a t mapping t h a t P i a t t 

and Sparks has constructed a hydrocarbon pore volume map 

t h a t a p p r o p r i a t e l y a l l o c a t e s r e s e r v o i r volume t o each of 

the t r a c t s ? 

A. Yes. 

Q. I n a d d i t i o n , are you s a t i s f i e d t h a t the other 

geologic parameters t h a t are involved i n t h i s A p p l i c a t i o n 

are f a i r and reasonable? 

A. Yes. 

Q. Let's t u r n f i r s t of a l l t o the i n t e r v a l t h a t ' s 

contained w i t h i n the u n i t i z e d s e c t i o n . I f y o u ' l l take t h i s 

type l o g f o r me, E x h i b i t 11, i d e n t i f y and describe f o r us 

what p o r t i o n of the Delaware i s subject t o the u n i t . 

A. As you can see on t h i s type l o g , we've i n d i c a t e d 

the u n i t i z e d i n t e r v a l . This i s a d e n s i t y neutron p o r o s i t y 

l o g . I t i s the Meridian O i l , Incorporated, West Corbin 

Federal Number 22. I t ' s w i t h i n the u n i t , the proposed 

u n i 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 

25 

The top of the u n i t i z e d i n t e r v a l i n t h i s w e l l i s 

a t 5002 f e e t , which corresponds t o the top of the lower YZ 

sandstone, which you can see on the l o g i s a p o r o s i t y zone, 

and we've colored the p o r o s i t y greater than 8 percent i n 

yellow. 

The u n i t i z e d i n t e r v a l also includes the upper 

member of the "A" sand, which i s the second yellow zone 

beginning a t 5026. I t includes the lower member of the "A" 

sand, which begins a t 5050 f e e t . And then i t also includes 

the "B" sand, which begins a t 5084 f e e t . The base of the 

u n i t i z e d i n t e r v a l i s the base of the "B" sand a t 5100 f e e t . 

Q. As p a r t of the p r e s e n t a t i o n , w e ' l l show the 

D i v i s i o n a s t r u c t u r e map i n a moment, and then you're going 

t o have f o u r — You're going t o show them a s t r u c t u r e map, 

and then you're also going t o show them f o u r i n d i v i d u a l i z e d 

isopachs t h a t subdivide the Delaware i n t o the v a r i o u s 

members t h a t were studied? 

A. That's c o r r e c t , isopachs of hydrocarbon pore 

volume. 

Q. A l l r i g h t . What we w i l l look a t i s a hydrocarbon 

pore volume map, which i s the f i n a l conclusion map f o r each 

of those members? 

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

Q. Before we get t o t h a t , l e t ' s i l l u s t r a t e f o r the 

D i v i s i o n E x h i b i t 12 so they can see the w e l l d e n s i t y where 
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those w e l l s are located w i t h i n each 4 0-acre t r a c t . Would 

you do t h a t by d e s c r i b i n g E x h i b i t 12 f o r us? 

A. C e r t a i n l y . The E x h i b i t 12 i s a simple map which 

shows the i n d i v i d u a l 40-acre spacing u n i t s w i t h i n the 

proposed u n i t , and they're colored i n yellow. The w e l l s 

t h a t have produced from these sands already are i n d i c a t e d 

w i t h the l e t t e r s "prod". 

And then the — t o the l e f t of each c i r c l e 

i n d i c a t i n g the l o c a t i o n of the w e l l , t h e r e are a s e r i e s of 

ab b r e v i a t i o n s which r e l a t e t o the sands. 

I f we j u s t take one, f o r example, the w e l l — the 

f u r t h e s t northwest producing w e l l produces from the UYZ, 

which i s the upper YZ. That's outside the u n i t i z e d 

i n t e r v a l . I t also produces from the lower YZ, which i s 

w i t h i n t he u n i t i z e d i n t e r v a l . And i t produces from the 

AUM, which stands f o r the upper member of the A. The ALM, 

which you can see i n some of the other w e l l s , i s the lower 

member of the "A", and then the "B" i s i n d i c a t e d j u s t by 

the l e t t e r "B". 

So what the map shows i s t h a t a l l of these zones 

are p r o d u c t i v e somewhere w i t h i n the u n i t , and they're not 

present i n every w e l l . Every w e l l has not produced from 

a l l f o u r u n i t s . 

Q. Have you s a t i s f i e d y o u r s e l f t h a t w i t h t h i s 

c o n f i g u r a t i o n and w i t h the cu r r e n t w e l l d e n s i t y t h a t we 
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have f u l l y e x p l o i t e d the o p p o r t u n i t y f o r primary recovery 

and t h a t i t now i s t i m e l y t o i n i t i a t e a w a t e r f l o o d f o r 

secondary recovery? 

A. Yes. 

Q. Do you see any reasonable p o t e n t i a l b e n e f i t t o 

d e l a y i n g the w a t e r f l o o d u n t i l a l l 40-acre spots have been 

d r i l l e d w i t h Delaware wells? 

A. No. 

Q. I s t h e r e a s t r u c t u r a l and geologic basis f o r the 

proposed l o c a t i o n and number of i n j e c t i o n w e l l s i n r e l a t i o n 

t o the producers? 

A. Yes. 

Q. Let's look a t t h a t f i r s t r e l a t i o n s h i p . I f y o u ' l l 

t u r n t o E x h i b i t 13 — Mr. Examiner, those are p r e t t y small 

copies, and we've got some enlarged copies t o a i d your 

a b i l i t y t o see the d e t a i l s . 

A l l r i g h t , the f i r s t d i s p l a y , Mr. Winfree, i s 

E x h i b i t Number 13, and i t i s a s t r u c t u r e map. I f y o u ' l l go 

t o the d i s p l a y board. Now, t h i s i s j u s t one of a great 

many number of s t r u c t u r e maps you could have sele c t e d out 

of the Platt-Sparks study; i s t h a t not true? 

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

Q. Would t h i s be c h a r a c t e r i s t i c , though, of the 

s t r u c t u r e so i t would serve purposes t o i l l u s t r a t e the 

s t r u c t u r a l concept and r e l a t i o n s h i p of the wells? 
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A. Yes, they're a l l very s i m i l a r . 

Q. A l l r i g h t , give us a short summary w i t h focus on 

why the t h r e e w e l l s t h a t had been selected f o r conversion 

t o i n j e c t i o n — i n f a c t , one of them i s c u r r e n t l y a 

d i s p o s a l w e l l , i s i t not? 

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

Q. A l l r i g h t . Display f o r us the reasoning f o r 

using these t h r e e w e l l s f o r i n j e c t i o n . 

A. Okay. F i r s t l e t me j u s t introduce the map so 

t h a t w e ' l l a l l be able t o see what I'm t a l k i n g about. 

There's one s e c t i o n , one square m i l e , give you an idea of 

the scale. 

The s t r u c t u r e contours i n t h i s p a r t i c u l a r 

s t r u c t u r e map are on the top of the Delaware "A" upper 

member. I chose t h a t because t h a t ' s where the bulk of the 

reserves are, so t h i s i s the most important of a l l the 

s t r u c t u r e maps t o look a t . 

We have a contour i n t e r v a l of 20 f e e t , and the 

highe s t contour up here i s minus 1040. The lowest contour 

on the map i s minus 132 0, so we have t h a t s o r t of a range. 

The obvious geologic conclusion i s t h a t we have a 

d i p p i n g surface t h a t g e n e r a l l y dips o f f t o the south, i n t o 

the Basin. I t has these small s t r u c t u r a l noses on i t , but 

o v e r a l l we have an updip area i n the northern end of the 

u n i t , a downdip area i n the southern end of the u n i t . 
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The i n j e c t i o n w e l l s are a l l p o s i t i o n e d i n the 

downdip end of the u n i t , and the reason f o r t h a t , which 

I ' l l show you w i t h the hydrocarbon pore volume maps, i s , 

the sands extend below the o i l - w a t e r contact i n t h i s 

d i r e c t i o n , and up here the sands reach a s t r a t i g r a p h i c 

pinchout. So having downdip i n j e c t o r s i s the most 

e f f i c i e n t way t o get at a l l of these zones. 

The o i l - w a t e r contact f o r t h i s p a r t i c u l a r 

r e s e r v o i r , the upper member of the A, i s approximately 

minus 1180. 

Q. Let's go t o the f i r s t hydrocarbon pore volume 

map, and l e t ' s s t a r t w i t h the highest i n t e r v a l w i t h i n the 

u n i t i z e d s e c t i o n . This i s the lower YZ sand? 

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

Q. Describe f o r us how t h i s i s mapped and what 

conclusion you've reached. 

A. Okay, the process t h a t was used t o generate a l l 

of these hydrocarbon pore features f o r these maps was t o 

s t a r t w i t h the s t r u c t u r e , the o i l - w a t e r c ontact, t o map the 

gross sand i n t e r v a l w i t h p o r o s i t y g r e a t e r than 8 percent, 

then t o map the water s a t u r a t i o n , map the thickness of the 

zone above the o i l - w a t e r contact, and then t o sum a l l of 

those through a volumetric c a l c u l a t i o n i n t o hydrocarbon 

p o r e - f e e t . 

This map here appears — or — Let me back up. 
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Again, we have the same scale here, and I have a contour 

i n t e r v a l of .1 pore-feet. The zero l i n e on t h i s map i s 

constrained on the downdip end by an o i l - w a t e r contact, and 

on a l l other sides by a pinchout, which i s mapped by 

mapping gross sand. So i t ' s a very — I t ' s a small 

accumulation, r e s t r i c t e d j u s t i n t h i s p a r t of the u n i t . 

Q. This conclusionary map f o r the hydrocarbon pore 

volume was used as p a r t of the c a l c u l a t i o n s , then, t o come 

up w i t h the parameters t o be negotiated f o r p a r t i c i p a t i o n ? 

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

Q. A l l r i g h t . Let's go down t o the next l e v e l , and 

which one's t h a t going t o be? 

A. The upper member of the "A". 

Q. Again, i d e n t i f y and describe t h i s d i s p l a y . 

A. We have the same scale, and i n t h i s one we have a 

.5 por e - f o o t contour, s l i g h t l y d i f f e r e n t . 

The zero l i n e up here i s determined by the updip 

pinchout of the sand, and t h i s i s s t r u c t u r a l contour 

f o l l o w i n g along here f o r the downdip o i l - w a t e r contact. So 

we have q u i t e a thickness of hydrocarbon pore footage 

through t h i s p a r t of the u n i t , and then i t extends up t o 

about r i g h t t h e r e , and then we have the downdip area where 

i t ' s wet, but t h a t ' s where the i n j e c t o r s w i l l be. 

Q. Let's use t h i s as a means t o walk around the 

boundary. Let's look a t the zero l i n e i n the southern 
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p o r t i o n of Section 7, which i s a t the top end of the u n i t . 

A. Okay. 

Q. We have included three 4 0-acre t r a c t s i n the 

south h a l f of the south h a l f of 7. They're i n the u n i t , 

r i g h t ? 

A. Yes. 

Q. Do each of these t h r e e t r a c t s s a t i s f y the BLM's 

c r i t e r i a f o r having a t l e a s t a c a l c u l a t e d 50 percent of 

those t r a c t s above the zero l i n e ? 

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

Q. A l l r i g h t . So i n order t o have the a b i l i t y t o 

a l l o c a t e r e s e r v o i r share, i t ' s necessary t o inc l u d e those 

t r a c t s and give them t h e i r percentage value of pore volume 

i n t he u n i t ? 

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

Q. I also see t h a t there's w e l l s been d r i l l e d i n 

those t r a c t s , some of those t r a c t s . 

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

Q. Are you s a t i s f i e d t h a t t h e r e i s no need t o d r i l l 

f u r t h e r Delaware w e l l s i n those t r a c t s a t t h i s time? 

A. Yes, I am. 

Q. And you have s u f f i c i e n t c o n t r o l t o giv e you some 

c e r t a i n t y about the l o c a t i o n of the zero l i n e ? 

A. Yes. These are deeper, so we do have data, even 

though there's no Delaware producing w e l l s t h e r e . 
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Q. When we go t o the southeastern corner of the 

u n i t , we've got some t r a c t s t h a t have a p o r t i o n of the pore 

volume t h a t i s very minimal, and yet those t r a c t s are 

included. Those t r a c t s also include some i n j e c t i o n w e l l s . 

What's the r a t i o n a l e f o r the i n c l u s i o n of the t r a c t s i n the 

u n i t ? 

A. Well, the a c t u a l — There's t h r e e reasons. 

That's the proper l o c a t i o n f o r the i n j e c t o r s , i s one. A l l 

of t h e t r a c t s have some hydrocarbon pore volume i n them. 

And when you look a t the t r a c t map, you can see t h a t these 

pieces down here are p a r t of l a r g e r t r a c t s t h a t have larg e 

amounts of hydrocarbon pore volume i n them. 

So i n other words, the t r a c t s are l a r g e r than the 

40-acre spacing u n i t s . 

Q. And i f the Examiner wants t o see how t h a t i s 

con f i g u r e d , he can go back t o Mr. Gallegos' E x h i b i t Number 

4, and he can see how the ownership i s d i v i d e d w i t h i n the 

u n i t based upon those t r a c t s ? 

A. (Nods) 

Q. A l l r i g h t . Let's go t o the next l a y e r down, and 

we're going t o get the what? "A"? Lower member? 

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

Q. A l l r i g h t , s i r , i f y o u ' l l continue and i d e n t i f y 

and describe t h a t d i s p l a y . 

A. Same scale. I n t h i s case, the contour i n t e r v a l 
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i s .1 p o r e - f e e t , although f o r c l a r i t y on the map some of 

the contours are l e f t out, so I ' l l j u s t make i t r e a l c l e a r . 

This i s a zero pore-feet, .2 pore-f e e t , .5 p o r e - f e e t , .6, 

.7 and .8. 

And t h i s looks very s i m i l a r t o the upper member 

of t he "A", very s i m i l a r geologic s i t u a t i o n , as you'd 

expect since they're so close together on the l o g . Updip 

sand pinchout, downdip o i l - w a t e r contact. 

Q. A l l r i g h t , and l e t ' s go t o the l a s t d i s p l a y . 

This i s going t o be the "B" member of the i n t e r v a l , and 

i t ' s E x h i b i t Number 16 [ s i c ] . Would you i d e n t i f y and 

describe t h a t d i s p l a y . 

A. This map i s the same scale. The contour i n t e r v a l 

i s .5 f e e t . The "B" sand i s more discontinuous than the 

"A", and so we have downdip o i l - w a t e r contact — excuse me, 

downdip zero l i n e s on the hydrocarbon pore volume, which 

r e l a t e t o the o i l - w a t e r contact. We have updip sand 

pinchout l i n e s , r e l a t i n g t o the updip zero hydrocarbon pore 

volume. 

Q. From a geologic p o i n t of view, l e t ' s t a l k about 

the mechanics of how you're going t o f l o o d the i n t e r v a l s . 

Are a l l the producing wellbores i n the u n i t going t o be 

open t o each of these four members? I f they have i t 

present? 

A. Yeah, i f they have hydrocarbon pore volume 
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present, they w i l l be completed i n t h a t i n t e r v a l . 

Q. A l l r i g h t . For f l o o d purposes on the i n j e c t o r s , 

i n what members w i l l you have p e r f o r a t i o n s open i n the 

i n j e c t o r s t o help a s s i s t the o i l production out of the 

producers? 

A. I f you look a t a l l three of the i n j e c t o r s 

t o g e t h e r , then a l l of the zones w i l l be open and w i l l be 

supporting i n j e c t i o n . 

Q. The i n i t i a l i n t e n t of the p r o j e c t i s t o u t i l i z e 

e x i s t i n g wellbores as producers and/or i n j e c t o r s ? 

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

Q. And y o u ' l l continue t o use an approved d i s p o s a l 

w e l l as an i n j e c t o r ? 

A. Yes. 

Q. Show us which one i s the di s p o s a l w e l l . 

A. I may not know — 

Q. I t h i n k i t ' s the one i n the northwest of the 

southeast of Section 18. 

A. The West Corbin Number 1? 

Q. I t h i n k so. A l l r i g h t . Now, t h i s data, i f I 

understand c o r r e c t l y , was taken and compiled and used f o r 

determining the e q u i t y formula f o r each of the t r a c t s ? 

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

Q. Okay. What i s your geologic o p i n i o n about the 

f e a s i b i l i t y of t h i s p r o j e c t w i t h i n t h i s area? 
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A. I t h i n k i t ' s extremely f e a s i b l e . I t h i n k we've 

got p r o d u c t i o n data t h a t would suggest t h a t ' s . . . 

Q. G e o l o g i c a l l y , w i t h i n the various members, then, 

t h e r e appears t o be enough r e s e r v o i r c o n t i n u i t y w i t h i n t h a t 

mapped area t o give you the a b i l i t y t o put water i n one 

w e l l and produce o i l , w i t h t h a t assistance, out of another 

w e l l ? 

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

MR. KELLAHIN: That concludes my questions f o r 

Mr. Winfree. 

We move the i n t r o d u c t i o n of h i s E x h i b i t s 11 

through 17. 

EXAMINER CATANACH: E x h i b i t s 11 through 17 w i l l 

be admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Winfree, d i d you come up w i t h the hydrocarbon 

pore volume maps? 

A. No, I d i d not. I t was done by P i a t t and Sparks. 

The g e o l o g i s t ' s name i s on here, Mike Clemenson. But I've 

reviewed a l l t h i s data. 

Q. This was done on i n f o r m a t i o n t h a t your company 

supp l i e d t o P i a t t and Sparks? 

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

Q. And have you — Do you agree w i t h the conclusions 
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t h a t were reached by t h a t company? 

A. Yes. 

Q. The a c t u a l a l l o c a t i o n of hydrocarbon pore volume 

f e e t , i s t h a t t o t a l e d up i n a l a t e r e x h i b i t ? 

A. No, we don't have a s i n g l e composite hydrocarbon 

pore volume map. 

Q. Okay. 

A. But t h a t was included — You know, the t o t a l of 

a l l f o u r zones was a parameter f o r e q u i t y d e t e r m i n a t i o n . 

The r e s e r v o i r engineer w i l l go i n t o some d e t a i l on t h a t . 

Q. Okay. That was j u s t one of the f a c t o r s — 

A. Yes — 

Q. — or was t h a t — Okay. H e ' l l go i n t o t h a t — 

A. H e ' l l go i n t o — 

Q. — more d e t a i l ? 

A. — d e t a i l on t h a t , yes, s i r . 

Q. The northern boundaries of the proposed u n i t were 

determined by a sand pinchout; i s t h a t c o r r e c t ? 

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

Q. And how was t h a t determined 

A. From subsurface mapping. The a c t u a l map prepared 

by P i a t t and Sparks was a — I t was t i t l e d a gross sand 

map, and i t was an isopach of gross i n t e r v a l of sand 

g r e a t e r than 8-percent p o r o s i t y , w i t h the understanding 

w i t h less than 8-percent p o r o s i t y has no p e r m e a b i l i t y . 
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Q. Did t h a t map include a l l of the fo u r producing 

horizons, the gross sand map? 

A. There was one done f o r each, t h a t ' s c o r r e c t . 

Q. Now, were the w e l l logs — You sa i d t h e r e were 

some w e l l s d r i l l e d i n Section 7? 

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

Q. Now, were those w e l l logs u t i l i z e d t o 

determine — 

A. Yes. 

Q. — whether or not there was sand present? 

A. Yeah, i n f a c t , on t h a t map r i g h t t h e r e you can 

see t h a t the w e l l i n the east p a r t of the u n i t i n Section 7 

has zero hydrocarbon pore volume, and t h a t ' s because t h a t 

w e l l had zero sand i n i t . 

Q. I'm so r r y , which quarter section? 

MR. KELLAHIN: I d e n t i f y f o r the record what 

you're l o o k i n g a t . E x h i b i t 15, i s n ' t i t ? 

EXAMINER CATANACH: I t h i n k there's a problem 

w i t h the e x h i b i t numbers, Mr. K e l l a h i n . I t h i n k the l a r g e r 

e x h i b i t s were not — d i d n ' t correspond — 

MR. KELLAHIN: They're not i d e n t i f i e d i n — I'm 

so r r y , we're confusing you and me, then. They're not 

numbered the same way. 

THE WITNESS: I t i s 15, E x h i b i t 15. I'm 

r e f e r r i n g t o t h i s w e l l r i g h t here. The logs on t h a t w e l l 
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i n d i c a t e t h e r e was no sand, so i t then f o l l o w e d t h e r e was 

no hydrocarbon pore volume. That i s i n the southwest of 

the southeast of Section 7. 

Q. (By Examiner Catanach) And your c l o s e s t c o n t r o l 

p o i n t from t h e r e t o the south would be the w e l l i n the 

northwest of the northeast of 18; i s t h a t r i g h t ? 

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

Q. So you've got a large area i n t h e r e t h a t you have 

no c o n t r o l p o i n t s . How would you determine where t h a t zero 

l i n e would be i n r e l a t i o n t o i n between those two wells? 

A. Well, you would make an e x t r a p o l a t i o n from t h i s 

p o i n t r i g h t here, .96, and the zero — You could make an 

e x t r a p o l a t i o n t h a t the zero would be r i g h t t h e r e . Or you 

could make an e x t r a p o l a t i o n t h a t i t could be f u r t h e r t o the 

south. You've got t o do something t h a t ' s reasonable th e r e . 

Your t y p i c a l way of doing t h i s i s t o t r y t o 

contour something t h a t looks g e o l o g i c a l l y reasonable 

w i t h o u t having extremely pinched contours except i n an area 

where you have w e l l c o n t r o l t h a t says t h a t ' s the c o r r e c t 

t h i n g . So t h i s w e l l here helps you e s t a b l i s h t h a t l i n e . 

You know t h i s w e l l has got t o be beyond i t . 

So i t i s an i n t e r p r e t a t i o n , of course, but I 

t h i n k t h i s i s a very reasonable i n t e r p r e t a t i o n . 

Q. Okay. There's a t r a c t , the northeast q u a r t e r of 

the southeast of 18, t h a t appears t o have very l i t t l e 
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hydrocarbon pore-volume f e e t . 

A. That's c o r r e c t , on t h a t i n t e r v a l -- i f I may 

r e f e r t o another e x h i b i t , which i s c o r r e c t l y l a b e l e d as 17, 

t h e r e i s some hydrocarbon pore volume i n here. 

Q. Okay, and t h a t ' s i n the "B" sand? 

A. The "B" sand, t h a t ' s c o r r e c t . I t h i n k t h a t ' s the 

only one t h a t has an appreciable amount. That's c o r r e c t . 

However — w e l l — Did I answer your question? 

Q. Yes. 

A. A l l r i g h t . 

Q. So t h e r e are no plans a t t h i s p o i n t t o d r i l l any 

a d d i t i o n a l w e l l s i n Section 7; i s t h a t c o r r e c t ? 

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

Q. But i t ' s your opinion t h a t some reserves w i l l be 

c o n t r i b u t e d from t h a t acreage t o u n i t production? 

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

Q. On E x h i b i t Number 12, we're l o o k i n g a t your 

nomenclature. What does BHP stand f o r ? 

A. I d i d n ' t prepare t h i s e x h i b i t , but my o p i n i o n i s 

t h a t t h a t i s a bottomhole pressure, t h a t the data was taken 

from the deeper w e l l s . BHP — Yes, those are l o c a t i o n s of 

the deeper r e s e r v o i r w e l l s . And so some type — I b e l i e v e 

some type of data was gathered t h e r e , but I don't have 

d i r e c t experience w i t h the p r e p a r a t i o n of t h i s map. 

Q. Okay. Are there any plans t o d r i l l any 
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a d d i t i o n a l w e l l s i n any of the 40-acre t r a c t s on the u n i t ? 

A. Not a t t h i s time. 

Q. I guess I'm a l i t t l e confused w i t h regards t o the 

acreage BLM would allow i n t o the u n i t and would not allow. 

What was the c r i t e r i a t h a t they used? 

A. Again, I ' l l have t o speculate. I wasn't d i r e c t l y 

i n v o l v e d i n t h a t , and we could defer the question t o the 

r e s e r v o i r engineer. I t h i n k he was more i n v o l v e d i n t h a t 

d i s c u s s i o n , although I can speculate i f t h a t ' s what you'd 

l i k e . 

Q. We can hold o f f and w a i t and ask the r e s e r v o i r 

engineer t h a t question. I'm j u s t curious as t o why some of 

the t r a c t s were allowed i n and why some of them were not 

allowed i n by BLM, or recommended t o BLM. 

What i n t e r v a l of the Delaware i s t h i s t h a t we're 

t a l k i n g about? This i s the Brushy Canyon or Cherry Canyon? 

A. I haven't studied t h i s i n d e t a i l , but I do have 

an o p i n i o n t h a t i t ' s the Cherry Canyon. 

Q. As f a r as you know, i s t h i s p o r t i o n of the 

Delaware the only p o r t i o n t h a t ' s productive i n t h i s area? 

A. Well, there i s the production of the upper YZ, 

which i s outside the u n i t — u n i t i z e d i n t e r v a l , above the 

u n i t i z e d i n t e r v a l . So I be l i e v e the answer t o your 

question would be no, there are other zones t h a t produce i n 

the Delaware w i t h i n t h i s area. 
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Q. So your u n i t , though, would j u s t encompass these 

f o u r producing members? 

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

Q. I s t h e r e a chance t h a t somebody would d r i l l a 

w e l l on t h i s acreage f o r anything outside the u n i t i z e d 

i n t e r v a l , i n the Delaware? 

A. I t h i n k there could always be a chance. I don't 

t h i n k i t ' s very probable. I t h i n k i t would be an 

uneconomic p r o p o s i t i o n , i s my op i n i o n . 

Q. Now, the Corbin-Delaware — I s i t the Corbin-

Delaware Pool we're t a l k i n g about? 

A. I b e l i e v e the — 

Q. West Corbin-Delaware Pool, i t appears, i s what i t 

i s . Now, t h a t pool takes i n t o account the whole Delaware 

f o r m a t i o n ; i s t h a t r i g h t ? 

A. I don't know the answer t o t h a t question. 

Q. Now, do you guys a c t u a l l y have data t h a t supports 

what you've determined t o be the o i l - w a t e r contact i n each 

of these zones? 

A. Yes. 

Q. And t h a t ' s from w e l l c o n t r o l ? 

A. Production data, yes. 

Q. And the remaining working i n t e r e s t owners have 

a l l agreed t o the way t h a t you propose t o a l l o c a t e t h i s 

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

EXAMINER CATANACH: I have nothing f u r t h e r of 

t h i s witness — Yeah, I'm so r r y , hold on a second. 

EXAMINATION 

BY EXAMINER ASHLEY: 

Q. Mr. Winfree, i n the type l o g you have another 

zone t h a t shows the p e r f o r a t e d — j u s t — I don't know, 49-

— What i s t h a t ? 4946, 4944, 4948? 

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

Q. What zone i s that? 

A. That's the upper YZ. 

Q. That's the upper YZ? 

A. Yes. 

Q. That's not going t o be included as p a r t of t h i s ? 

A. No. 

Q. Okay, so those w e l l s t h a t are s t i l l producing 

from the YZ w i l l continue? 

A. I be l i e v e t h a t i s the case, but t h a t would be a 

good question f o r the r e s e r v o i r engineer. I t h i n k he's 

going t o address t h a t subject. 

EXAMINER ASHLEY: Okay. I have no f u r t h e r 

questions. 

FURTHER EXAMINATION 

BY EXAMINER CATANACH: 

Q. So t h a t — any production t h a t ' s coming from t h a t 
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i n t e r v a l would not be a t t r i b u t e d t o u n i t p r o d u c t i o n ; i s 

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

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

Q. How would you separate t h a t out? 

A. I'm not r e a l l y q u a l i f i e d t o answer t h a t , but t h a t 

q u e s tion w i l l be addressed. 

EXAMINER CATANACH: Okay. This witness may be 

excused. 

DOUG SEAMS. 

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

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Seams, s i r , would you please s t a t e your name 

and occupation? 

A. My name i s Doug Seams. I am a petroleum engineer 

working as a r e s e r v o i r engineer f o r B u r l i n g t o n Resources i n 

Midland, Texas. 

Q. As p a r t of your d u t i e s as a r e s e r v o i r engineer, 

have you made a study of the Platt-Sparks engineering 

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

A. Yes, I have. 

Q. I n a d d i t i o n , have you p a r t i c i p a t e d w i t h the other 

working i n t e r e s t owners t o i d e n t i f y and n e g o t i a t e and 

f i n a l l y agree upon r e s e r v o i r parameters and p a r t i c i p a t i o n 
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formulas f o r the u n i t ? 

A. Yes, I have. 

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

the w e l l s i n the u n i t area? 

A. I am. 

Q. And based upon your study, have you now reached 

c e r t a i n conclusions and opinions concerning the o p p o r t u n i t y 

t o e f f e c t i v e l y and e f f i c i e n t l y recover a d d i t i o n a l 

hydrocarbons out of the Delaware Pool? 

A. I have. 

MR. KELLAHIN: We tender Mr. Seams as an expert 

r e s e r v o i r engineer. 

EXAMINER CATANACH: He i s so q u a l i f i e d . 

Q. (By Mr. K e l l a h i n ) Mr. Seams, l e t ' s s t a r t w i t h a 

l i t t l e background i n f o r m a t i o n . 

Before the Examiners are a s e r i e s of d i s p l a y s 

t h a t you have submitted, the f i r s t one of which i s E x h i b i t 

18. I t i s s t a p l e d together so t h a t a f t e r the summary page 

t h e r e i s i n d i v i d u a l production h i s t o r i e s f o r each of the 

w e l l s i n the u n i t area; i s t h a t not true? 

A. There i s production h i s t o r y f o r each of the w e l l s 

i n the u n i t area, save and except two, which are s p e c i f i c 

e x h i b i t s unto themselves, which w e ' l l review l a t e r on. 

Q. Let's s t a r t w i t h a short summary of what has been 

the p r o d u c t i o n h i s t o r y . 
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A. Well, the West Corbin-Delaware f i e l d was 

i n i t i a l l y discovered back i n 1976, i n September of 1976, by 

Aztec O i l and Gas, by d r i l l i n g and completing the West 

Corbin Federal Number 2 i n the Delaware. 

F u l l f i e l d d e l i n e a t i o n — not development but 

d e l i n e a t i o n , happened through the development of deeper 

horizons i n the Bone Spring and the Wolfcamp. 

And then f u l l f i e l d development occurred w i t h 

about 20 producers, r i g h t a t 2 0 producers, and one d i s p o s a l 

w e l l . And when I say f u l l f i e l d , t h a t i s the e n t i r e f i e l d 

t h a t we're t a l k i n g about, and not j u s t the u n i t i z e d 

i n t e r v a l . 

Q. You're t a l k i n g about the Delaware w e l l s t o the 

west of the c u r r e n t p r o j e c t area? 

A. Yes, I am. 

Q. Are you s a t i s f i e d t h a t we have exhausted the 

o p p o r t u n i t y f o r primary production i n terms of d r i l l i n g new 

wells? 

A. Yeah, I'm f u l l y s a t i s f i e d . 

Q. We're ready t o i n i t i a t e a w a t e r f l o o d p r o j e c t ? 

A. Yes. 

Q. Let's look a t the production h i s t o r y , then. I f 

y o u ' l l s t a r t w i t h E x h i b i t 18, show us what's occurred. 

A. Well, l o o k i n g a t E x h i b i t 18, t h i s i s a t o t a l 

p r o d u c t i o n curve f o r j u s t the w e l l s t h a t are i n v o l v e d i n 
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the u n i t . And the w e l l s involved i n the u n i t are c u r r e n t l y 

seven producing w e l l s and one disposal w e l l . That d i s p o s a l 

w e l l , once again, i s the West Corbin Federal Number 4. 

What I have here i s a d a i l y p r o d u c t i o n graph, 

s t a r t i n g from 1976, w i t h the i n i t i a l p r o d u c t i o n of t h a t o l d 

Aztec w e l l , which i s now the B u r l i n g t o n Resource w e l l , and 

then a l l the way up through present. 

As you can see up a t the top l i n e i n the green, 

i s a b a r r e l s - o f - o i l - p e r - d a y curve. Next beneath i t i s the 

gas p r o d u c t i o n . Underneath i t w i t h the yellow curve i s a 

GOR curve, a g a s - o i l - r a t i o curve. Underneath t h a t i n blue 

i s a water-production curve. And then on the bottom i n a 

red or magenta-type c o l o r are the d i s p o s a l volumes, labeled 

as i n j e c t i o n volumes, from the West Corbin Federal U n i t 

Number 4. 

Now, as you take a look a t these curves, the 

c u r r e n t p r o d u c t i o n f o r the w e l l s i n our u n i t area, our 

proposed u n i t area, i s 98 b a r r e l s of o i l per day, 62 MCF 

per day, and 793 b a r r e l s of water d a i l y . Our c u r r e n t d a i l y 

d i s p o s a l volumes i n t o the West Corbin U n i t Number 4 i s 

r i g h t a t about 1600 b a r r e l s of water per day. 

Our t o t a l cumulative production volumes, through 

about May of t h i s year, are 795,000 b a r r e l s of o i l , 759 

m i l l i o n cubic f e e t of gas and 3.1 m i l l i o n b a r r e l s of water. 

Now, t h a t 3.1 m i l l i o n b a r r e l s of water, t o t a l cumulative 
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i n j e c t i o n i n t o the West Corbin U n i t Number 4, our di s p o s a l 

w e l l , stands a t 2.7 m i l l i o n b a r r e l s of water i n j e c t e d i n t o 

t h a t w e l l . 

Q. When we look a t E x h i b i t 18, the r e appears t o be a 

f l a t p r o d u c t i o n h i s t o r y f o r the o i l produced from a p e r i o d 

from 1978 through 1989, and then there i s an e l e v a t i o n i n 

the p r o d u c t i o n p l o t f o r the o i l . What has occurred d u r i n g 

t h a t p e r i o d of time t o cause t h a t t o happen? 

A. Well, l o o k i n g a t the character of t h a t d a i l y o i l 

p r o d u c t i o n curve, the West Corbin U n i t Number 2 was on 

pro d u c t i o n f o r probably the f i r s t t e n or twelve years of 

t h a t . That i s a s i n g l e w e l l ' s production. And w e ' l l 

review t h a t w e l l ' s production curve i n d e t a i l , but you can 

see t h a t there's ample w a t e r f l o o d response on t h a t w e l l , 

s t a b i l i z i n g and then i n c r e a s i n g the p r o d u c t i o n . 

The l a t e r production jump, or I should say 

pro d u c t i o n increase, between 1990 and 193 i s the f u l l f i e l d 

development, w i t h the f i e l d being d e l i n e a t e d through deeper 

w e l l s , t w i n w e l l s were d r i l l e d , which you can probably see 

on some of the maps, and went i n and developed on a f u l l 

f i e l d e f f e c t i v e t h a t Delaware r e s e r v o i r . 

Q. Would you t u r n t o E x h i b i t 19 and i d e n t i f y and 

describe t h i s display? 

A. E x h i b i t 19 i s a quick reference. I t shows where 

the e x i s t i n g w e l l s are i n the u n i t , open meaning our 40-
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acre t r a c t s t h a t won't p h y s i c a l l y have a producer or 

i n j e c t o r w i t h i n the proposed u n i t . 

And then i t has the w e l l s labeled as they are 

today, p r e - u n i t i z a t i o n . They w i l l be i n v o l v e d i n the u n i t . 

For example, i f you f o l l o w r i g h t through the middle of the 

u n i t on the f a r west side, you've got the West Corbin 20, 

the West Corbin 17, 15, et cetera. Those are a l l w e l l s 

t h a t w i l l be involved w i t h the u n i t . 

Q. A l l r i g h t , i d e n t i f y and describe E x h i b i t 20. 

A. E x h i b i t 20 i s very s i m i l a r t o E x h i b i t 19. I t 

j u s t gives you an idea of the q u a l i t y of the type of w e l l s 

t h a t we're d e a l i n g w i t h . 

I have there color-coded the average d a i l y o i l , 

gas and water production. And you can see the o i l shown 

th e r e as the f i r s t number; i t shows up as blue. The gas 

number i s i n the middle, and then the water p r o d u c t i o n i s 

t h e r e i n k i n d of a darker purple. 

You can see t h a t our production w e l l s range from 

the West Corbin 20 of 23 b a r r e l s of o i l per day, a l l the 

way down t o the West Corbin Number 22, which i s r i g h t a t 

about f o u r b a r r e l s of o i l per day. 

Q. Let's t u r n t o E x h i b i t 21 and look a t the s p e c i f i c 

performance of the West Corbin Federal 2 w e l l . 

A. Now, before we leave E x h i b i t Number 20, i f you 

can keep t h a t handy, i f you look a t the f a r southern end of 
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the f i e l d y o u ' l l see the l o c a t i o n of the West Corbin Number 

4. That i s our disposal w e l l . That w e l l disposes i n t o one 

of the primary f l o o d zones of t h i s f i e l d . I t has disposed 

2.7 m i l l i o n b a r r e l s . 

Now, w i t h t h a t you would a n t i c i p a t e some f l o o d 

response t o some of the nearby w e l l s . And i f y o u ' l l look 

j u s t t o the northeast where the West Corbin Number 2 i s , 

t h i s w e l l has experienced by f a r the most s i g n i f i c a n t f l o o d 

response, and probably should: I t ' s been th e r e by f a r the 

longest, along w i t h t h a t d i s posal w e l l . 

Now, moving on t o E x h i b i t Number 21, as we j u s t 

referenced here, t h i s i s a production curve of the West 

Corbin Federal Number 2, and the West Corbin Federal Number 

2 only. Now, I have on th e r e i n d i c a t e d by a dashed l i n e 

what my estimated primary d e c l i n e of t h a t w e l l would have 

been w i t h o u t the i n j e c t i o n support of the d i s p o s a l w e l l . 

You can see t h a t there's been a s i g n i f i c a n t amount of f l o o d 

response even through today f o r t h a t w e l l . 

Q. I f a d d i t i o n a l i n j e c t o r w e l l s are added, and you 

continue t o u t i l i z e the disposal w e l l as an i n j e c t o r , have 

you made a f o r e c a s t or an estimate of the o p p o r t u n i t y f o r 

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

A. I have. What we're doing here i s , we're adding 

two a d d i t i o n a l i n j e c t o r s t o the one e x i s t i n g w e l l t h a t 

t e c h n i c a l l y i s an i n j e c t o r . And E x h i b i t Number 22 shows 
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what we would get w i t h o u t t h a t a d d i t i o n a l w a t e r f l o o d 

m o d i f i c a t i o n and what type of reserve recovery we would get 

w i t h i t . 

The upper dashed l i n e represents the model f o r 

what we would get w i t h the a d d i t i o n a l w a t e r f l o o d reserves, 

and t h a t represents t o t a l remaining recovery of reserves of 

261,000 b a r r e l s . Now, without t h i s w a t e r f l o o d 

m o d i f i c a t i o n , our estimated t o t a l remaining reserves are 

r i g h t a t 100,000 b a r r e l s . 

So t h a t gives the t o t a l p r o j e c t an incremental 

amount of 161,000 b a r r e l s by adding those two a d d i t i o n a l 

i n j e c t o r s and modifying t h a t p a t t e r n . 

Q. Let's t u r n t o E x h i b i t 2 3 and have you i d e n t i f y 

and describe t h i s d i s p l a y . 

A. E x h i b i t Number 2 3 i s the l a s t of the w e l l -

p r o d u c t i o n curves t h a t we haven't yet looked a t . There was 

i n i t i a l l y many sta p l e d i n the f i r s t e x h i b i t we looked a t . 

We looked a t the West Corbin Number 2. 

And t h i s i s j u s t an e x h i b i t t h a t shows, where I 

have a dashed l i n e , t h a t shows what I thought the e x i s t i n g 

or the primary d e c l i n e would have been w i t h o u t the support 

of t h a t d i s p o s a l w e l l . And then I have an estimate of what 

the t o t a l f l o o d cumulative production was t o an e x i s t i n g 

date, and t h i s going t o become very important when we take 

a look a t the t r a c t p a r t i c i p a t i o n parameters and how we 
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estimated what the t o t a l remaining o i l t o recover through 

w a t e r f l o o d operations w i l l be. 

Q. I d e n t i f y and describe f o r the Examiners what's 

contained w i t h i n the package of pages i d e n t i f i e d as E x h i b i t 

24. 

A. E x h i b i t Number 2 4 i s an excerpt from the 

engineering study t h a t I compiled from the P i a t t and Sparks 

study. P i a t t and Sparks completed a w a t e r f l o o d f e a s i b i l i t y 

study f o r us, and then w i t h t h a t data I completed the 

engineering study i n order t o proceed forward w i t h i t . 

The p a r t s c r i t i c a l t o the waterflooded included 

are, here, the r e s e r v o i r d e s c r i p t i o n ; the reserve a n a l y s i s 

on the second page. And I want t o p o i n t out one of the 

c r i t i c a l pieces t o the reserve a n a l y s i s on the second page. 

I f you look a t the f i r s t subtopic, "Remaining 

Hydrocarbon Target", the remaining hydrocarbon t a r g e t i s 

one of t h r e e f a c t o r s t h a t we have used i n the t r a c t -

p a r t i c i p a t i o n parameters, and i t i s by f a r the l a r g e s t . 

And as we've discussed some of the other data, y o u ' l l see 

t h a t i t probably has by f a r the most impact on working 

i n t e r e s t and i s also most meaningful i n how t o determine 

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

The remaining hydrocarbon t a r g e t i s d e f i n e d as 

using a one-to-one secondary-to-primary r a t i o , then 

d e f i n i n g what the primary recovery would be f o r each w e l l , 
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and then determining what t o t a l EUR would be w i t h 

w a t e r f l o o d operations. The amount t h a t t h a t i s , less the 

cumulative production i t has made so f a r , i s the remaining 

t a r g e t f o r us t o go a f t e r by t h i s w a t e r f l o o d m o d i f i c a t i o n . 

I f you f l i p a l l the way back t o the f o u r t h page, 

there's a f u l l l i t a n y of r e s e r v o i r data, a l l the way from 

average r e s e r v o i r depths t o pressures, g a s - o i l r a t i o s , e t 

cet e r a . 

One of the curious t h i n g s , or I t h i n k i n t e r e s t i n g 

t h i n g s about t h i s r e s e r v o i r , i s t h a t the recovery f a c t o r t o 

date i s already close t o 2 0 percent. So j u s t through 

d i s p o s a l operations i n a downdip disposal w e l l , we've 

already had e x c e l l e n t recoveries through the p a r t i a l 

w a t e r f l o o d process. 

And then on the very l a s t page we have what would 

be the p r e - u n i t i z a t i o n w e l l names, or o l d name, the r e 

l i s t e d on the l e f t , and then we have the new name, which we 

t r i e d t o keep as co n s i s t e n t w i t h the o l d names j u s t t o 

avoid confusion. 

The w e l l names w i l l e f f e c t i v e l y change from the 

West Corbin U n i t Number, et cetera, t o the Corbin-Delaware 

U n i t Number, e t cetera. 

We a c t u a l l y d i d not c a l l i t the West Corbin-

Delaware U n i t . Since Santa Fe i s planning t o u n i t i z e the 

west h a l f , w e ' l l leave t h a t t o them. 
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Q. Let's look a t E x h i b i t 25, Mr. Seams. I t shows 

t h a t t h e r e i s an e q u i t y determination using the f o l l o w i n g 

r e s e r v o i r parameters and percentages, remaining recoverable 

o i l of 60 percent, the hydrocarbon pore volume of 3 0 

percent, and surface acreage of 10 percent. 

Do you have an opinion as t o whether t h a t i s a 

f a i r and reasonable a l l o c a t i o n back t o the t r a c t s of t h e i r 

a p p r o p r i a t e share of the hydrocarbons? 

A. Yes, I do. As you look a t our f a c t o r s , we have 

t h r e e main f a c t o r s . S i x t y percent of i t goes t o the 

remaining EUR of t h a t p a r t i c u l a r t r a c t , 30 percent t o a 

hydrocarbon pore volume, and then 10 percent t o acreage. 

We f e e l i t s remaining EUR i s by f a r the l a r g e s t 

magnitude of importance, because we have had p a r t i a l 

w a t e r f l o o d i n g through the areas, and those w e l l s t h a t have 

received almost complete w a t e r f l o o d i n g have almost next t o 

no remaining t a r g e t , regardless of what p a t t e r n 

m o d i f i c a t i o n s we do. So t h a t has a 60-percent bearing. 

Now, due t o the unknown nature of what we do, we 

s t i l l t h i n k hydrocarbon pore volume i s a very important 

number, and t h a t has a 3 0- percent bearing on i t . And we 

have included some t r a c t s t h a t are very s i g n i f i c a n t i n the 

r o l e s of i n j e c t i o n . They have l i t t l e hydrocarbon pore 

volume on them, but on the downdip side we needed those 

t r a c t s f o r i n j e c t i o n , and we have a 10-percent acreage 
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p a r t i c i p a t i o n f a c t o r f o r those issues. 

Now, t h i s spreadsheet i s ordered by ownership 

t r a c t on the l e f t , and you can see each of the i n d i v i d u a l 

values f o r each of the t r a c t s as you flow down, and of 

course across. 

Q. When we look a t E x h i b i t 26, what are we seeing 

here? 

A. E x h i b i t 26 i s a summation of E x h i b i t 25 using the 

estimates t h a t we had f o r remaining EUR or, i n essence, 

remaining secondary t a r g e t , hydrocarbon pore volume 

numbers. And then the acreage i s , we've determined through 

the f o u r working i n t e r e s t owners, the working i n t e r e s t f o r 

each owner. 

Kind of an i n t e r e s t i n g t h i n g t o note i s , i t 

r e a l l y wasn't advantageous f o r us i n any way t h a t we are a 

constant 78.55-percent working i n t e r e s t across the f u l l 

u n i t area. 

Q. Are you s a t i s f i e d t h a t the formula and the basis 

f o r the formula a l l o c a t e production of hydrocarbons t o the 

separa t e l y owned t r a c t s i n the u n i t area on a f a i r , 

e q u i t a b l e and reasonable basis? 

A. Yes, I f e e l i t was very f a i r and e q u i t a b l e , 

e s p e c i a l l y t a k i n g i n t o account the already e x i s t i n g semi-

waterflooded c o n d i t i o n of the r e s e r v o i r t h a t we're t r y i n g 

t o u n i t i z e . 
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Q. Are you s a t i s f i e d t h a t the d i v i s i o n of the pool 

i n t o an eastern p o r t i o n and a western p o r t i o n — t h a t there 

i s the a b i l i t y of B u r l i n g t o n as the u n i t operator t o 

c o n t r o l the f l o w and m i g r a t i o n of hydrocarbons along the 

western boundary of the u n i t , so t h a t c o r r e l a t i v e r i g h t s 

are protected? 

A. Yes, I do. We have discussed t h i s i n d e t a i l w i t h 

the probable operator of the western u n i t , Santa Fe. And 

i f you look back — I f I remember, i t ' s E x h i b i t 12, i t 

showed the f l o o d p a t t e r n of what we're attempting. We do 

have a producer there t h a t l i e s next t o the boundary, and 

a l l of our i n j e c t i o n b a s i c a l l y w i l l push the product updip. 

We're very comfortable t h a t we won't lose or a c t u a l l y gain 

product across t h a t east-west l i n e t h a t d i v i d e s those two 

proposed u n i t s . 

Q. Let's t u r n t o E x h i b i t Number 2 7 and have you 

i d e n t i f y and describe t h i s d i s p l a y . 

A. The w a t e r f l o o d implementation plan r e a l l y 

c o n s i s t s of converting two e x i s t i n g producers t o i n j e c t i o n , 

and t h i s i s a w e l l - c o s t estimate or a workover estimate 

t h a t — would i t take i n order t o make t h a t happen. 

I t ' s going t o cost approximately $81,500 t o 

convert the West Corbin Number 6 t o an i n j e c t i o n , and then 

t h a t same cost again t o convert the West Corbin Number 22 

t o an i n j e c t o r . 
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Q. A l l r i g h t , l e t ' s t u r n t o E x h i b i t 2 8 and have you 

i d e n t i f y and describe t h a t d i s p l a y . 

A. E x h i b i t Number 2 8 j u s t takes a look a t the 

o r i g i n a l o i l - i n - p l a c e estimates t o see i f some of our 

re c o v e r i e s are v a l i d and w i t h i n a reasonable range. And as 

I s a i d e a r l i e r , the primary EUR f o r t h i s f i e l d i s 

approaching 20 percent; i t ' s 18.7 percent. 

Throughout the cumulative p r o d u c t i o n so f a r , 

throughout these semi-waterflooded c o n d i t i o n s , i t looks 

l i k e w e ' l l recover up t o 28 percent. That includes the 

100,000 b a r r e l s of remaining reserves. 

With the a d d i t i o n a l w a t e r f l o o d implementation, i t 

looks l i k e the recovery of t o t a l o i l i n place i s going t o 

be approaching 38 percent, which i s a c t u a l l y very high. 

I t ' s a very e f f i c i e n t w a t e r f l o o d area. 

Q. Would you t u r n now t o E x h i b i t 29, and l e t ' s go 

through the chronology and your time l i n e f o r the p r o j e c t . 

A. This chronology i s — b a s i c a l l y shows where we've 

been, where we're a t and where we want t o go, and h o p e f u l l y 

i t w i l l g ive you an e f f e c t i v e idea of the pace of our 

p r o j e c t . 

We i n i t i a l l y mailed out our engineering 

summaries, which we reviewed a p o r t i o n of a second ago, on 

June 8 t h , 1998. 

On June 9th, 1998, we s o l i c i t e d the BLM f o r 
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approval. 

On June 17th, we telephoned the p a r t n e r s f o r 

approval. 

We mailed out the hearing n o t i c e s on August 2 5th. 

We are having our Commission hearing today, so 

r i g h t t h e r e i n the middle of our chronology i s where we're 

a t today. 

Then h o p e f u l l y we can gain Commission approval 

somewhere i n the middle of the month of October. 

We'll permit our i n j e c t i o n w e l l s i n November. 

And we plan t o do a l l of the c a p i t a l work i n 

1999, j u s t as soon as po s s i b l e , more than l i k e l y i n the 

month of January. 

Now, we do have the p o t e n t i a l f o r an a d d i t i o n a l 

i n f i l l w e l l , which w e ' l l evaluate i n June of 1999 — t h a t 

would be over on the f a r western side of the f i e l d — t o 

perhaps t r a p any o i l t h a t looks l i k e i t may be m i g r a t i n g t o 

the west. Right now, we don't f e e l l i k e i t ' s f e a s i b l e . 

But we're going t o monitor the w e l l s , j u s t t o make sure 

t h a t t h a t won't happen. 

Q. I n your o p i n i o n , i s the management and ope r a t i o n 

of t h i s as a u n i t f e a s i b l e ? 

A. Yes. 

Q. I n the absence of u n i t operations i n the 

w a t e r f l o o d p r o j e c t , what happens t o these wells? 
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A. Well, we recover 100,000 b a r r e l s and we're done. 

Q. Let's t u r n t o the t o p i c of the C-108, Mr. Seams. 

Mr. Seams, I have given you a copy of E x h i b i t Number 3 0 and 

also a copy of E x h i b i t Number 31. What i s the purpose of 

E x h i b i t Number 31? 

A. E x h i b i t Number 31 i s a c o r r e c t i o n t o a p o r t i o n of 

E x h i b i t Number 30. Upon f u r t h e r review of the cement tops, 

we n o t i c e d t h a t t h e r e was some p o t e n t i a l e r r o r s . We wanted 

t o go t o the best source of data. We d i d t h a t , and t h a t 

best source of data was o f t e n temperature surveys, CET logs 

and CBL logs. And so I've corrected each one of those 

cement tops where a p p l i c a b l e . 

And so as you go through the C-108, please r e f e r 

t o the amended cement tops f o r t h a t i n f o r m a t i o n . 

Q. Have you reviewed the C-108 and s a t i s f i e d 

y o u r s e l f t h a t w i t h i n the h a l f - m i l e r a d i u s of each i n j e c t i o n 

w e l l , we have t a b u l a t e d a l l the wellbores w i t h i n those 

areas f o r review? 

A. Yes, I have. 

Q. Okay. E x h i b i t 31 represents your l a t e s t r e ­

examination of those matters? 

A. Yes, i t i s . 

Q. When we look a t the r e l a t i o n s h i p of the i n j e c t i o n 

i n t e r v a l t o the cement i n those w e l l s , do you f i n d any 

wellbores which we might c h a r a c t e r i z e as problem w e l l s , i n 
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which i t may be necessary t o take f u r t h e r remedial 

a c t i o n — 

A. Yes. 

Q. — i n order t o i s o l a t e any casing from the 

for m a t i o n t h a t ' s being exposed t o the flood? 

A. Yes, I have. 

Q. I d e n t i f y f o r the Examiners which, i f any, w e l l s 

you i n d i c a t e as p o t e n t i a l problem w e l l s . 

A. R e f e r r i n g back t o E x h i b i t Number 31, you see the 

l i s t i n g of the w e l l s f l o w i n g across from l e f t t o r i g h t . I f 

you look r i g h t i n the middle of the l i s t i n g y o u ' l l see 

something c a l l e d a TOC, top of cement, and j u s t t o the 

r i g h t of t h a t i s the estimated top of the cement. And then 

o f f j u s t t o the r i g h t i s by the method t h a t we determined 

i t . 

For instance, i f you come down j u s t one l i n e t o 

the West Corbin Federal Number 5, y o u ' l l see TOC, top of 

cement, a t 7075 f e e t , determined by temperature survey. TS 

i s temperature survey. This i s one of the w e l l s t h a t w i l l 

be a p o t e n t i a l problem f o r us. 

Q. What, i f anything, do you propose t o do w i t h t h i s 

w e l l ? This w e l l i s operated by whom? 

A. This w e l l i s operated by B u r l i n g t o n Resources. 

Q. And i t ' s c u r r e n t l y p e r f o r a t e d i n the Wolfcamp? 

A. I t i s c u r r e n t l y producing out of the Wolfcamp, 
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yes. 

Q. How w i l l you address t h i s issue? 

A. This w e l l i s c u r r e n t l y marginal w i t h i n the 

Wolfcamp. We're going t o look a t a l l the p o t e n t i a l 

recompletion p o t e n t i a l , and i n t h a t process we w i l l e i t h e r 

P-and-A the w e l l or recomplete i t . But as p a r t of t h a t 

process, we w i l l squeeze t h i s i n t e r v a l w i t h i n the f l o o d 

i n t e r v a l t o make sure t h a t there's no f l o w behind the pipe. 

Q. Okay. Are there any other p o t e n t i a l problem 

w e l l s ? 

A. There i s — As you flow through here, t h e r e i s an 

a s t e r i s k t h a t marks each one of them. There's a p o t e n t i a l 

problem w e l l t h a t ' s j u s t noted j u s t t o the l e f t of t h a t 

TOC. There's two on the f i r s t page and two on the second 

page. 

The f i r s t two on — The two on the f i r s t page i s 

the West Corbin 5, which we j u s t discussed and then the 

Huber 17 Federal Number 1. Both of these w e l l s are 

operated by B u r l i n g t o n Resources, and both of these w e l l s 

are marginal c u r r e n t l y . 

Now, the two on the second page are a c t u a l l y the 

same w e l l , j u s t d i f f e r e n t operators, change i n ownership. 

They're both the West Corbin Federal Number 1, so we have 

t h r e e t o t a l w e l l s t h a t are p o t e n t i a l problem w e l l s f o r us 

i n t h i s area. 
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The West Corbin Federal Number 1 also i s a 

marginal w e l l and has the same-type decisions attached t o 

i t , t h a t we e i t h e r need t o look a t P-and-A'ing t h i s w e l l , 

recompleting i t . But both of those aspects, w e ' l l i s o l a t e 

t h a t zone w i t h cement, the p o t e n t i a l f l o o d zone w i t h 

cement, I should say. 

Q. I n examining t h i s p r o j e c t , Mr. Seams, you're 

aware t h a t the D i v i s i o n normally issues i n j e c t i o n approval 

w i t h a pressure surface l i m i t a t i o n , are you not? 

A. Yes, I am. 

Q. The standard p r a c t i c e of the D i v i s i o n i s i n the 

absence of s t e p - r a t e t e s t s or other data, they w i l l l i m i t 

you t o .2 p . s . i . per f o o t of depth t o the top p e r f o r a t i o n . 

I f they use t h a t p r a c t i c e , what would be your maximum 

surface pressure f o r i n j e c t i o n ? 

A. Right a t 1000 pounds, 1000 p . s . i . 

Q. A l l r i g h t . Do you a n t i c i p a t e t h a t t h a t ' s going 

t o be adequate t o allow you t o e f f e c t i v e l y use these 

i n j e c t i o n w e l l s f o r f l o o d purposes? 

A. I t h i n k i t ' s going t o be a l i t t l e b i t less than 

what we're going t o need. We have a f l o o d t h a t i s very 

much l i k e t h i s about a mile and a h a l f t o the east, and 

i n j e c t i o n pressures there are t y p i c a l l y 1200 t o 1300 

pounds, p . s . i . 

Q. I f the D i v i s i o n approves t h i s A p p l i c a t i o n and 
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provides an a d m i n i s t r a t i v e procedure f o r you t o submit 

s t e p - r a t e t e s t s or other data t o get an a d m i n i s t r a t i v e 

increase i n the pressure, would t h a t be s u i t a b l e ? 

A. Yes, i t would. 

Q. The source of the water t o be used f o r i n j e c t i o n 

w e l l s i s what? 

A. I t ' s from the l o c a l production, and t h a t c o n s i s t s 

of t he Wolfcamp, the Bone Springs and the Delaware. 

Q. And t h i s i s the same water t h a t ' s c u r r e n t l y being 

disposed of i n the disposal well? 

A. Yes, i t i s . 

Q. Do you see any c o m p a t i b i l i t y problems or other 

issues w i t h regards t o using those sources f o r i n j e c t i o n 

purposes? 

A. No, we don't through e i t h e r the f i e l d i n j e c t i o n 

process or formal t e s t i n g . 

Q. Let's have you t u r n the C-108 through t o one of 

the schematics, and l e t ' s look a t an i l l u s t r a t i o n of how 

you propose t o convert the producer t o an i n j e c t i o n w e l l . 

A. I am several pages back, I'm l o o k i n g a t the West 

Corbin Federal Number 6, and I'm l o o k i n g a t the c u r r e n t 

completion. As you can see, t h i s w e l l c u r r e n t l y has 

t u b i n g , a rod pump i n the hole. The t r i a n g l e s represent a 

t u b i n g anchor catcher. 

What we plan t o do w i t h the West Corbin Federal 
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Number 6 i s , i f you t u r n t o the next page, we w i l l go back 

i n the hole w i t h an i n j e c t i o n s t r i n g of t u b i n g , more than 

l i k e l y some type of l i n i n g i n order t o lessen the e f f e c t s 

of c o r r o s i o n , have an i n j e c t i o n packer, and w e ' l l a c t u a l l y 

squeeze o f f t h a t upper Delaware set of p e r f o r a t i o n s . 

As we were l o o k i n g a t the u n i t i z e d i n t e r v a l , i f 

you remember, i t consisted of the lower YZ, the "A" and the 

"B". Well, t h i s has an upper YZ i n i t , which i s not p a r t 

of the u n i t i z e d i n t e r v a l , and w e ' l l squeeze any no n u n i t i z e d 

i n t e r v a l o f f i n the two i n j e c t o r s . 

Q. The research t h a t went i n t o the p r e p a r a t i o n of 

the C-108 demonstrates t h a t i f there i s any o p p o r t u n i t y t o 

produce f r e s h water, i t ' s a t very shallow depths; i s t h a t 

not t rue? 

A. Yes. 

Q. Describe f o r us what search has been made t o 

determine the source and the extent of u t i l i z a t i o n of any 

freshwater sources. 

A. We have contacted the s t a t e and f e d e r a l 

g e o l o g i s t s on the sources of f r e s h water i n the area and 

came up w i t h no known sources. 

And we a c t u a l l y d i d a v i s u a l search by f o o t 

w i t h — and we've documented t h a t w i t h some of the d i g i t a l 

p i c t u r e s you probably have i n the back of your C-108. 

So we've done both a v i s u a l search and also a 
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t e c h n i c a l search through the sources t h a t we have. 

Q. Where i s f r e s h water coming from t h a t i s u t i l i z e d 

t o any ex t e n t w i t h i n t h i s area? 

A. This f i e l d i s located j u s t o f f the Mescalero 

Scarp. I t ' s k i n d of on the way from Hobbs t o Loco H i l l s . 

And as you d r i v e along the highway, as you come down o f f 

the scarp, you can see back up on the scarp some very l a r g e 

tanks. Those are a l l freshwater tanks which are attached 

t o p i p e l i n e s , which feed both l i v e s t o c k and other type of 

i n d u s t r i a l a p p l i c a t i o n s down i n the Basin. To my 

knowledge, there's no known freshwater w e l l s down t h e r e t o 

feed t h a t , so i t ' s a l l fed from up top i n the scarp. 

Q. Are a l l the e x i s t i n g w e l l s i n t h i s area of review 

adequately cased i n such a c o n f i g u r a t i o n t o p r o t e c t any 

shallow freshwater sources i f i t was determined t h e r e were 

any e x i s t i n g ? 

A. Yes, they are. The surface casing was set and 

cemented t o surface on every instance. 

Q. What k i n d of ra t e s do you a n t i c i p a t e i n terms of 

i n j e c t i o n r a t e s f o r the wells? 

A. We a n t i c i p a t e between 500 and 1000 b a r r e l s of 

water i n j e c t e d per day. 

Q. And you have the source of produced water t o use 

those volumes w i t h o u t u t i l i z i n g f r e s h water? 

A. Yes, we do. 
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Q. Summarize your conclusions and opinions f o r me, 

Mr. Seams, concerning the appropriateness of t h i s p r o j e c t 

and why you're seeking t o have approval by the D i v i s i o n . 

A. We're seeking approval f o r formal u n i t i z a t i o n of 

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

t h a t has responded very w e l l . We would l i k e t o go ahead 

and complete the wa t e r f l o o d and recover the p o t e n t i a l 

incremental reserves of 161,000 b a r r e l s . I t would make 

f u l l u t i l i z a t i o n of our cu r r e n t wellbores, and i t would 

a l s o , of course, b r i n g the added value of those reserves t o 

a l l the working i n t e r e s t owners and, of course, net 

i n t e r e s t owners. 

Q. I n your opinion, w i l l we be a f f o r d e d the 

o p p o r t u n i t y t o recover o i l t h a t would not otherwise be 

recovered? 

A. Yes, we w i l l . 

Q. And i s the a l l o c a t i o n of the hydrocarbons t o be 

recovered done on a f a i r , reasonable and e q u i t a b l e basis? 

A. Yes, they are. 

MR. KELLAHIN: That concludes my examination of 

Mr. Seams. 

We move the i n t r o d u c t i o n of h i s e x h i b i t s , 

s t a r t i n g w i t h E x h i b i t 18 and going through t o E x h i b i t 31. 

EXAMINER CATANACH: E x h i b i t s 18 through 31 w i l l 

be admitted as evidence. 
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EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Seams, do you by any chance know what order 

a u t h o r i z e d the Number 4 w e l l t o be used as a di s p o s a l well? 

A. No, I don't. 

Q. Okay. 

A. I can say we researched t h a t w i t h i n our 

r e g u l a t o r y department, but I wasn't p a r t y t o t h a t . 

Q. Okay. But we probably want t o r e c l a s s i f y t h a t as 

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

A. Yes, we do. 

Q. Are you making any change t o t h a t i n j e c t i o n well? 

A. No, a c t u a l l y i t s i n j e c t i o n p r o f i l e r i g h t now and 

mechanical setup i s very adequate. 

Q. Are there any plugged w e l l s i n the area of 

review? 

A. I n the area w i t h i n the u n i t boundaries? 

Q. Well, w i t h i n the area of review of the i n j e c t i o n 

w e l l s , h a l f - m i l e r a d i u s . 

A. Yes, the r e are. I f y o u ' l l take a look a t E x h i b i t 

Number 31, we've got noted on there the w e l l s t h a t are 

plugged. I n f a c t , the very f i r s t w e l l l i s t e d on t h e r e , the 

Co n t i n e n t a l Federal, operator Bob Dean, L i m i t e d , i s a 

plugged w e l l . 

Q. Where would I f i n d the schematic diagram f o r t h a t 
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P-and-A'd well? 

A. I t may not be i n the r e . The schematic diagrams 

attached are f o r the w e l l s t h a t w i l l be i n v o l v e d i n 

i n j e c t i o n . We d i d not a t t a c h a schematic diagram f o r every 

w e l l l i s t e d on E x h i b i t Number 31. 

Q. We need t h a t , P-and-A diagrams f o r a l l the 

P-and-A'd w e l l s w i t h i n the area of review. 

A. Okay. 

Q. Do your E x h i b i t s show which of the f o u r i n t e r v a l s 

the i n j e c t i o n w i l l s w i l l be p e r f o r a t e d in? Does t h a t show 

up somewhere? 

A. Uh-huh. I f you look a t the wellbore diagrams i n 

the C-108 — i t ' s probably not e x p l i c i t l y l i s t e d — i t 

shows the depths, the i n t e r v a l s , and i t shows where our 

c u r r e n t completion i s . And then w i t h a crossout-type note 

i t shows t h a t i n t e r v a l t h a t we w i l l squeeze. And those 

i n t e r v a l s t h a t we w i l l squeeze are, of course, i n the 

no n u n i t i z e d i n t e r v a l . And i n each case, they happen t o be 

an upper YZ member. 

Q. Okay, but you're not going t o be i n j e c t i n g — I n 

each of the i n j e c t i o n w e l l s , you're not going t o be 

i n j e c t i n g i n t o a l l the producing i n t e r v a l s ; i s t h a t r i g h t ? 

A. I f I understand your question t o be, w i l l each 

i n j e c t o r have a l l of the producing i n t e r v a l s ? Now, f o r 

instance, the c u r r e n t disposal w e l l only has the "A" and 
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the "B". There's no YZ zone present. 

The other two, the 6 and the 22, a c t u a l l y have 

c o l l e c t i v e l y a l l four of the zones. 

Q. So they w i l l be open i n a l l f o u r zones? 

A. Uh-huh. 

Q. I s t h e r e — Aside from the i n j e c t i o n w e l l s , i s 

t h e r e YZ p r o d u c t i o n i n the remainder of the u n i t w e l l s , 

producing wells? 

A. I t h i n k there's one. I don't know i f I've got 

t h a t map handy, l e t ' s see. 

Q. Okay, and how i s t h a t going t o be handled? 

A. We t a l k e d t o the working i n t e r e s t owners about 

t h a t , i f they desired f o r us t o go i n there and squeeze o f f 

t h a t zone. But i t was so small t h a t they e l e c t e d j u s t t o 

go ahead and leave t h a t open i n the producers, but we would 

squeeze i t o f f i n the i n j e c t o r s . 

I t h i n k there's one — Let's see. There's two 

producers where t h a t e x i s t s . 

Q. Two producing wells? 

A. Uh-huh. 

Q. And your plans would j u s t be t o leave t h a t zone 

open? 

A. Uh-huh. 

Q. And j u s t combine t h a t w i t h u n i t production? 

A. The zone i n those areas i s a c t u a l l y very t h i n . 

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 

69 

We could go i n the r e and spend the e f f o r t t o cement squeeze 

t h a t o f f , but we're concerned about the f r a c t u r e 

s t i m u l a t i o n of t h a t . 

And we are concerned much more on the i n j e c t i o n 

s t y l e , t h a t i f you lose a l o t of i n j e c t i o n , the upper YZ, 

then — i t r e a l l y a f f e c t s the performance of the u n i t and 

those u n i t parameters. But on the produc t i o n side, we're 

p r e t t y c o n f i d e n t t h a t we're nearing the end of d e p l e t i o n 

and t h a t we're comfortable w i t h not squeezing t h a t o f f i n 

the p r o d u c t i v e w e l l s . 

Q. Do you have any idea how much t h a t zone might be 

c o n t r i b u t i n g , as f a r as production goes? 

A. I can t e l l you the zone as a whole, as a whole 

isopach. I t only has 50,000 b a r r e l s of secondary 

recoverable reserves, so i t s primary reserves would be 

about 50,000 b a r r e l s . And t h a t — and only — Less than 2 0 

percent of t h a t i s i n the u n i t area; the other 8 0 percent 

i s south of the u n i t area. I t ' s a very t h i n zone t h a t has 

some very t h i n s t r i n g e r s up i n t o our u n i t area. I t ' s not 

f e a s i b l e f o r us t o wa t e r f l o o d i t where we're a t . I t ' s also 

too s m a l l . 

I can't q u a n t i f y f o r you what i t s p r o d u c t i o n i s , 

but i t ' s a very minor zone i n respect t o the other 

producing zones. 

Q. I may ask t h i s of Mr. K e l l a h i n or the landman: 
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Does t h a t have any i m p l i c a t i o n s of producing a zone t h a t ' s 

not included i n the u n i t i z e d i n t e r v a l ? 

MR. KELLAHIN: With the agreement of the p a r t i e s , 

1 see t h a t i t does not. The owners of t h a t o u t - o f - u n i t 

i n t e r v a l have concurred t h a t we would not have t o i s o l a t e 

i t , and t o be produced w i t h the u n i t p r o d u c t i o n . And by 

agreement, then, they have waived t h e i r independent 

o p p o r t u n i t y t o produce i t otherwise. 

And as a f e a s i b l e matter, i t would not be 

produced. 

THE WITNESS: Uh-huh. 

MR. KELLAHIN: I t would simply be gone. 

THE WITNESS: I t would be l o s t . 

MR. KELLAHIN: So at l e a s t we recover. I t would 

be l o s t otherwise. 

Q. (By Examiner Catanach) I'm j u s t a l i t t l e b i t 

f u r t h e r c u r i o u s : Why wouldn't you include the upper YZ i n 

the u n i t i z e d i n t e r v a l , Mr. Seams? 

A. Two of the biggest impediments t o i n c l u d i n g the 

upper YZ i n the f l o o d i s , number one, i t ' s very small. I f 

you look a t the mapping of i t , i f you look a t the 

hydrocarbon pore volume mapping of i t , the t o t a l p o t e n t i a l 

f l o o d reserves f o r the upper YZ i s 50,000 b a r r e l s , and only 

2 0 percent of t h a t i s w i t h i n our u n i t area. The r e s t of i t 

l i e s t o the south. So i t makes the w a t e r f l o o d much more 
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d i f f i c u l t t o manage w i t h a l l those m u l t i p l e zones. 

I f you look a t the p o t e n t i a l w i t h i n our 

w a t e r f l o o d , probably 75-plus percent of the reserves are i n 

the "A" zone, maybe even close t o 80 percent. That's 

r e a l l y what we wanted t o concentrate on, and t h e r e were 

some zone t h a t came along c o i n c i d e n t w i t h t h a t . The upper 

YZ r e a l l y wasn't c o i n c i d e n t w i t h the "A" zone. I t was 

r e a l l y f u r t h e r deposited t o the south, and i t ' s also very 

s m a l l . 

We'd l i k e t o j u s t very much exclude i t from the 

u n i t . I t would a c t u a l l y ease u n i t operations considerably. 

And the other working i n t e r e s t owners, we've discussed 

which zones would or wouldn't be i n i t , we discussed i t 

e a r l y on t h a t we would have a much more e f f i c i e n t u n i t , 

probably a much more c o s t - e f f e c t i v e u n i t , t o l i m i t i t t o 

those primary zones t h a t we have selected as the u n i t i z e d 

i n t e r v a l . 

Q. While you're t a l k i n g about 10,000 b a r r e l s which 

may p o t e n t i a l l y be recovered from t h a t zone through 

secondary operations, i s t h a t about r i g h t ? 

A. From the — Yeah, i t would be close, uh-huh, 

10,000. 

Q. And a l l you're r e a l l y t a l k i n g about i s maybe 

opening up the — w e l l , the i n j e c t i o n w e l l , the f u r t h e s t 

i n j e c t i o n w e l l t o the west, i s already open i n t h a t zone. 
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I j u s t don't understand what the a d d i t i o n a l d i f f i c u l t i e s 

would be t o t r y and recover those reserves. 

A. Well, the d i f f i c u l t i e s are t h a t these are the 

very updip l i m i t s of i t . Very l i k e l y , you'd be i n j e c t i n g 

water a t the updip l i m i t s of something, and you would 

e i t h e r adversely a f f e c t anything t h a t people wanted t o do 

downdip, i f ever, or you would push a l o t of o i l from the 

upper YZ down t o a downdip area where, of course, the 

u n i t i z e d i n t e r e s t s would be d i f f e r e n t . 

I t ' s — These sands are a c t u a l l y k i n d of stacked 

l i k e s h i n g l e s . And the upper YZ i s down f u r t h e r , w h i l e our 

main pay i n t e r v a l i s up i n t o the n o r t h . So when you t r y t o 

combine those i n a f l o o d and the upper YZ i s so small 

compared t o our main t a r g e t , i t would j u s t make f o r a very 

d i f f i c u l t - t y p e f l o o d arrangement. 

And p l u s , j u s t the t a r g e t i s so small, j u s t some 

of the problems t h a t you could have j u s t through i n j e c t i o n 

operations i f t h a t became a t h i e f zone. I t makes a l o t of 

sense t o go ahead and e l i m i n a t e t h a t and t r y t o concentrate 

on a more d i s c r e t e package of sands. 

And we can look a t the sample l o g , which i s 

E x h i b i t Number 11, and we see the upper YZ noted on i t j u s t 

r i g h t above 4950. I t ' s c o n s i s t e n t l y l i k e t h a t throughout 

the zone; i t ' s j u s t a very t h i n zone, w h i l e the zones 

w i t h i n our u n i t i z e d i n t e r v a l , the lower YZ through the "A" 
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and through the "B", tend t o t h i c k e n areas where we have 

sweet spots. The YZ doesn't. I t remains a very t h i n sand 

lens. 

Q. Your E x h i b i t Number 18, the d e c l i n e curve, t h a t 

i s f o r a l l — I s i t seven wells? 

A. Seven producers and one d i s p o s a l w e l l . 

Q. So u l t i m a t e l y there i s only going t o be f i v e 

producing w e l l s and three i n j e c t i o n w e l l s w i t h i n the u n i t ? 

A. You're r i g h t , f i v e producers, t h r e e i n j e c t o r s . 

Q. And the i n j e c t o r s are c u r r e n t l y producing a t 

p r e t t y low rates? 

A. Well, of course one i s our c u r r e n t d i s p o s a l w e l l . 

Q. Yeah. 

A. And then the other two are a c t u a l l y k i n d of i n 

the mid-range of r a t e s . Let's see i f I can f l i p t o t h a t 

one. That would be E x h i b i t Number 20. 

West Corbin Number 22 i s one of our lowest 

producers. I t ' s 4 o i l , 8 gas and 160 water. And t h a t 

makes sense; i t ' s down near the lower d i p of the o i l - w a t e r 

c o n t a c t . 

And then West Corbin 6 would be our other 

i n j e c t o r . I t ' s a t the f a r eastern side of the u n i t . I t ' s 

a t 5 o i l , 5 gas and 50 water. 

Q. Okay. I b e l i e v e you said t o t a l p r o d u c t i o n was 98 

b a r r e l s a day? 
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A. I t t o t a l s j u s t under a hundred b a r r e l s a day, and 

I quoted 98 b a r r e l s a day, 62 MCF and 793 water. 

Q. Okay. So we can use E x h i b i t Number 18 as 

e s s e n t i a l l y the production curve t h a t we can use t o --

what? When you show a response, t h a t w i l l be the curve we 

can use? 

A. A c t u a l l y , the response curve would be more 

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

curve. That would be E x h i b i t Number 22. 

Q. Twenty-two. 

A. I'm share mine, i f you l i k e . E x h i b i t Number 22 

i s the same c o l l e c t i o n of w e l l s , i t j u s t has a sh o r t e r time 

frame. I t goes from 1990 t o 1998. 

Q. Uh-huh. 

A. And on t h a t i t has what we would see i s where our 

de c l i n e curve i s going t o go wi t h o u t any w a t e r f l o o d 

m o d i f i c a t i o n . That obviously would be the lower dashed 

l i n e . And then the upper dashed l i n e i s , I t h i n k we'd be 

able t o maintain decline w i t h t h i s a d d i t i o n a l w a t e r f l o o d 

m o d i f i c a t i o n . 

We do a t t h i s p o i n t have a couple of w e l l s t h a t 

are w a t e r i n g out. The West Corbin Number 2 i s a good 

example. 

Q. Are you saying t h a t your response i s going t o be 

immediate, Mr. Seams? 
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A. I t ' s going t o be an immediate e f f e c t on d e c l i n e . 

The r e s e r v o i r pressure out here i s a c t u a l l y q u i t e high due 

t o a l l the i n j e c t i o n , and the c o n d u c t i v i t y of the sand 

between i n j e c t i o n and producing w e l l s i s very good. On a 

f l o o d very much l i k e t h i s a t lower pressures we have 

response w i t h i n e i g h t months, and t h a t was a t depleted 

pressures of 300 t o 400 pounds. 

My guess i s — we haven't done any exact 

t e s t i n g — but r e s e r v o i r pressure out here i s probably w e l l 

above 1000. 

Q. That response may be d i f f i c u l t t o a s c e r t a i n . You 

r e a l l y don't expect t o see an i n c l i n e ? 

A. W i l l we see the c l a s s i c w a t e r f l o o d hump? I don't 

t h i n k so, and the reason why i s , we've already done a 

very — a p r e t t y good job w a t e r f l o o d i n g t h i s r e s e r v o i r . 

The only w e l l s t h a t haven't been thoroughly 

waterflooded, i f I can — i f you can k i n d of h o l d t h i s 

p r o d u c t i o n curve i n your hand and look back a t the map — 

would be the w e l l s i n the upper d i p p o r t i o n , on the f a r 

west side. They were the f u r t h e s t away from the di s p o s a l 

w e l l , and they're also i n the t h i c k e s t pay. 

Anything around the disposal w e l l has been p r e t t y 

w e l l waterflooded, which you can k i n d of also see on t h a t 

t r a c t p a r t i c i p a t i o n parameter spreadsheet. We have 

remaining EUR f o r some of those w e l l s , and some of the 

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 

76 

remaining EUR i s very low, f o r the w e l l s near t h a t d i s posal 

w e l l . That would be E x h i b i t Number -- I t h i n k i t was 25. 

Yeah, 25 and 26. 

I f you look at E x h i b i t Number 25, you can see 

t h a t the remaining EUR f o r t r a c t s number IA, IB, i s zero, 

and the remaining EUR f o r t r a c t 2C, which, i f I remember 

r i g h t , i s where the West Corbin Number 2 i s , i s only 6000 

b a r r e l s . I t ' s been thoroughly waterflooded. 

The g r e a t e s t amount of recoverable reserves i s i n 

t r a c t 2A, which i s t h a t midsection of the r e s e r v o i r 

f u r t h e s t away from the disposal w e l l . I t s t i l l has the 

h i g h e s t o i l s a t u r a t i o n and, of course, the highest <ph. So 

i t has the highest remaining secondary t a r g e t . 

Q. Well, would i t make sense not t o q u a l i f y t h i s 

e n t i r e u n i t f o r the EOR tax c r e d i t i f you've already 

waterflooded a p o r t i o n of i t ? Should we not q u a l i f y the 

whole u n i t f o r t h a t ? 

A. Well, i t would make sense f o r me t o q u a l i f y the 

whole u n i t j u s t from the basis of, how do you 

d i f f e r e n t i a t e ? 

The whole u n i t , we're going t o make an earnest 

e f f o r t t o complete and f u l l y w a t e r f l o o d t h i s u n i t u n t i l we 

reach f u l l d e p l e t i o n of the r e s e r v o i r . We're i m p a r t i n g a 

s t r a t e g y of r e s e r v o i r d e p l e t i o n t h a t a f f e c t s the whole 

r e s e r v o i r . You know, our i n t e n t and our e f f o r t s are a l l 
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p o i n t e d towards f u l l d e p l e t i o n of the r e s e r v o i r . 

Q. How d i d you guys determine the percentages or the 

way t o weight the a l l o c a t i o n f a c t o r s ? 

A. Well, we f i r s t looked a t what i s going t o have 

the g r e a t e s t impact on the value f o r the f l o o d . And the 

g r e a t e s t impact on the value of the f l o o d i s t h a t t h a t has 

a secondary remaining t a r g e t . That's, i n e f f e c t , what 

we're going a f t e r . So we gave i t the g r e a t e s t weight, and 

t h a t i s 60 percent. 

And of course, we determined i t through a 

primary-to-secondary analogy, which has proven up both on 

an o f f s e t f i e l d and w i t h i n t h i s f i e l d w i t h the West Corbin 

Number 2, where i t s estimated primary very much equalled 

i t s secondary response t o the o f f s e t development w e l l . 

Next, j u s t due t o the u n c e r t a i n t i e s of where, 

e x a c t l y , the hydrocarbon pore volume and the hydrocarbons 

are coming from, we gave the hydrocarbon pore volume a 30-

percent w e i g h t i n g f a c t o r . 

And then we had acreage i n there f o r 10 percent, 

t o account f o r any acreage t h a t had a very low primary and 

secondary recovery, l i t t l e hydrocarbon pore volume, but we 

needed t h a t acreage — or t h a t acreage was v i t a l t o have as 

an i n j e c t o r . So we included the 10-percent f a c t o r t h e r e . 

This i s n ' t , probably, a t y p i c a l u n i t i z a t i o n 

procedure, because we've already gone halfway through the 
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process of w a t e r f l o o d i n g , and t h a t t a r g e t i s what i s 

remaining, and t h a t ' s what we t r i e d t o q u a n t i f y . 

Q. Okay. On your E x h i b i t 24, the r e s e r v o i r data, 

d i d you j u s t take i n t o account a l l f o u r of the i n t e r v a l s 

and j u s t average the amount f o r those? I s t h a t what you 

did? 

A. One second. Yes, very much. There's some very 

average numbers i n here, and the average depth would be the 

average top of t h a t u n i t i z e d i n t e r v a l . Average h e i g h t , 

p o r o s i t y — Obviously, those t h i n g s vary tremendously, as 

what you saw on the maps. 

But I mean, there are some t h i n g s t h a t are very 

— t h a t are probably accurate f o r a l l of them, such as 

bottomhole temperature, r e s e r v o i r volume f a c t o r , some of 

those issues. 

There are some i n d i v i d u a l zone numbers, such as 

the o i l - w a t e r contacts l i s t e d there on the bottom. 

The reason also why we have no t o t a l maps, but 

these are also broken down by zone i s , we have t o manage 

each one of these by zone. Each one has i t s own f l o w 

c h a r a c t e r i s t i c s . So we d i d look a t i t i n d e t a i l . 

Q. You guys aren't going t o t r y and r e g u l a t e f l o w 

i n t o t he i n j e c t i o n w e l l s i n each of these zones, are you? 

A. I missed your question. 

Q. Regulate the flow by any means i n t o each of these 
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zones? 

A. We may have t o . We'll a c t u a l l y measure how much 

each zone i s t a k i n g f l u i d i n i t i a l l y , and then — probably 

every s i x months or every twelve months on a r e g u l a r basis. 

And i f we develop some type of t h i e f zone, then w e ' l l have 

t o t r y t o m i t i g a t e t h a t problem. 

We have t h a t t o a small degree on a f l o o d t h a t ' s 

very s i m i l a r t h a t ' s a mile and a h a l f t o the east. We're 

c u r r e n t l y going through what we would c a l l f l o o d 

m o d i f i c a t i o n or f l o o d - p a t t e r n m o d i f i c a t i o n s , where we do 

t h a t both v e r t i c a l l y and a r e a l l y , t r y t o make sure the 

water goes t o where the remaining o i l t a r g e t i s . 

Q. What do you see as the l i f e of the — the 

remaining l i f e of the f l o o d , Mr. Seams? 

A. Probably no more than about 12 years, and t h a t 

would be t o almost complete abandonment. I f I look a t my 

curve here — Yeah, remaining l i f e w i t h o u t f l o o d 

m o d i f i c a t i o n s , r i g h t a t about seven and a h a l f years. 

Remaining l i f e w i t h f l o o d m o d i f i c a t i o n i s r i g h t a t about 19 

years, and t h a t would be t o , you know, very much s t r i p p e r 

w e l l s t a t u s . 

Q. And your a d d i t i o n a l costs are going t o be 

approximately $81,500 per i n j e c t i o n well? 

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

Q. For the two wells? 
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A. Uh-huh. 

Q. No a d d i t i o n a l cost f o r the Number 4? 

A. The Number 4 i s adequately — 

Q. The disposal w e l l . 

I s i t summarized somewhere where you have the 

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

A. Yeah, i f you take a look a t E x h i b i t Number 2 6 — 

Q. Okay. 

A. — i f you look a t 26, over on the f a r l e f t - h a n d 

side i s the ownership by t r a c t . Just b a s i c a l l y notes the 

t r a c t . 

And i f you look a t the i n d i v i d u a l owners, i f you 

look a t the u n i t working i n t e r e s t — 

Q. Uh-huh. 

A. — t h a t ' s the ownership t h a t they have, or each 

working i n t e r e s t owner has i n each of those t r a c t s . 

Now, t h a t ' s a percent t h e r e o f , of the t o t a l u n i t . 

For instance, where B u r l i n g t o n Resources' i n t e r e s t i s a 

constant 78.55 percent, w e l l then, those add up t o 78.55 

percent. 

EXAMINER CATANACH: I t h i n k t h a t ' s a l l we have, 

Mr. K e l l a h i n . 

I s t h e r e anything else you — 

MR. KELLAHIN: Except t o leave the record open 

f o r a b r i e f p e r i o d so Mr. Seams can submit t o you the 
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EXAMINER CATANACH: Okay, we w i l l do so. 

And there being nothing f u r t h e r i n these two 

cases, Case 12,046 and 12,0147 w i l l be taken under 

advisement. 

(Thereupon, these proceedings were concluded 

12:25 p.m.) 
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