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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING ) 
CALLED BY THE OIL CONSERVATION ) 
DIVISION FOR THE PURPOSE OF ) 
CONSIDERING: ) CASE NO. 10685 

CASE NO. 10686 
APPLICATIONS OF HANSON OPERATING 
COMPANY 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: M i c h a e l E. S t o g n e r , H e a r i n g Examiner 

March 18, 1993 

Santa Fe, New M e x i c o 

T h i s m a t t e r came on f o r h e a r i n g b e f o r e t h e 

O i l C o n s e r v a t i o n D i v i s i o n on March 18, 1993, a t t h e 

O i l C o n s e r v a t i o n D i v i s i o n C o n f e r e n c e Room, S t a t e Land 

O f f i c e B u i l d i n g , 310 O l d Santa Fe T r a i l , Santa Fe, New 

M e x i c o , b e f o r e Deborah O'Bine, RPR, C e r t i f i e d C o u r t 

R e p o r t e r No. 63, f o r t h e S t a t e o f New M e x i c o . 

H I i I 0 1 1 r*} 

Ull I APR I 11993 
1 _ J , 

OIL CONSERVATION DIVISION} 
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I N D E X 

M a r c h 1 8 , 1993 
Examiner H e a r i n g 
CASE NOS. 10685 and 10686 

PAGE 
APPEARANCES 3 

HANSON OPERATING COMPANY'S WITNESSES: 

KENTON A. HAMMONDS 
E x a m i n a t i o n by Mr. C a r r 5 
E x a m i n a t i o n by Mr. S t o v a l l 16 
E x a m i n a t i o n by Examiner S t o g n e r 17 

GARY FITZSIMMONS 
E x a m i n a t i o n by Mr. C a r r 18 
E x a m i n a t i o n by Examiner S t o g n e r 26 
E x a m i n a t i o n by Mr. S t o v a l l 30 

RAY WILLIS 
E x a m i n a t i o n by Mr. C a r r 31 
E x a m i n a t i o n by Examiner S t o g n e r 46 
E x a m i n a t i o n by Mr. S t o v a l l 47 
F u r t h e r E x a m i n a t i o n by Mr. S t o g n e r 50 

REPORTER'S CERTIFICATE 55 

E X H I B I T S 
I D ADMTD 

E x h i b i t l 7 15 
E x h i b i t 2 9 15 
E x h i b i t 3 12 15 
E x h i b i t 4 13 15 
E x h i b i t 5 14 15 
E x h i b i t 6 15 15 
E x h i b i t 7 20 26 
E x h i b i t 8 21 26 
E x h i b i t 9 21 26 
E x h i b i t 10 23 26 
E x h i b i t 11 2 3 2 6 
E x h i b i t 12 24 2 6 
E x h i b i t 13 25 26 
E x h i b i t 14 3 3 4 6 
E x h i b i t 15 34 4 6 
E x h i b i t 16 37 46 
E x h i b i t 17 39 46 
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A P P E A R A N C E S 

FOR THE DIVISION: ROBERT G. STOVALL. ESQ. 
G e n e r a l C o u n s e l 
O i l C o n s e r v a t i o n Commission 
S t a t e Land O f f i c e B u i l d i n g 
310 O l d Santa Fe T r a i l 
S a nta Fe, New M e x i c o 87501 

FOR THE APPLICANT CAMPBELL, CARR, BERGE & 
AND YATES PETROLEUM SHERIDAN, P.A. 
CORPORATION: P.O. Box 2208 

Santa Fe, New M e x i c o 87504 
BY: WILLIAM F. CARR, ESQ. 
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EXAMINER STOGNER: C a l l n e x t case No. 10685. 

MR. STOVALL: A p p l i c a t i o n o f Hanson 

O p e r a t i n g Company f o r s t a t u t o r y u n i t i z a t i o n , Eddy 

County, New M e x i c o . 

EXAMINER STOGNER: C a l l f o r a p p e a r a n c e s . 

MR. CARR: May i t p l e a s e t h e E x a m i n e r , my 

name i s W i l l i a m F. C a r r . I'm w i t h t h e Santa Fe law 

f i r m , C a m p b e l l , C a r r , Berge & S h e r i d a n . I r e p r e s e n t 

Hanson O p e r a t i n g Company, I n c . , and I have t h r e e 

w i t n e s s e s . 

A t t h i s t i m e , Mr. Ex a m i n e r , I w o u l d r e q u e s t 

t h a t t h i s case be c o n s o l i d a t e d f o r t h e p u r p o s e o f 

h e a r i n g w i t h Case No. 10686, w h i c h i s t h e w a t e r f l o o d 

p r o j e c t w i t h i n t h e u n i t a r e a . S e p a r a t e o r d e r s we 

w o u l d r e q u e s t be h e a r d , b u t t h e t e s t i m o n y w o u l d be 

o v e r l a p p i n g . 

EXAMINER STOGNER: Thank y o u , Mr. C a r r . 

Are t h e r e any o t h e r a p p e a r a n c e s i n 685? 

MR. CARR: Mr. S t o g n e r , I a l s o need t o 

e n t e r an a p p e a r a n c e i n t h e case on b e h a l f o f Y a t e s 

P e t r o l e u m C o r p o r a t i o n . Y a t e s i s i n s u p p o r t o f t h e 

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

EXAMINER STOGNER: I'm s o r r y , Y a t e s 

P e t r o l e u m Corp.? 

MR. CARR: Yes, s i r . 
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EXAMINER STOGNER: Any o t h e r a p p e a r a n c e s ? 

A t t h i s t i m e I ' l l case No. 10686. 

MR. STOVALL: A p p l i c a t i o n o f Hanson 

O p e r a t i n g Company, I n c . , f o r a p p r o v a l o f a w a t e r f l o o d 

p r o j e c t , Eddy Co u n t y , New M e x i c o . 

e n t e r i n g an a p p e a r a n c e as f a r as Hanson and Y a t e s , a r e 

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

Thank y o u , Mr. C a r r . 

W i l l t h e w i t n e s s e s p l e a s e s t a n d and be 

sworn, a l l t h r e e o f you? 

( W i t n e s s e s sworn.) 

MR. CARR: A t t h i s t i m e , Mr. S t o g n e r , we 

c a l l Ken Hammonds. 

KENTON A. HAMMONDS, 

t h e w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t d u l y sworn 

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

EXAMINER STOGNER: O t h e r t h a n Mr. C a r r 

EXAMINATION 

BY MR. CARR: 

W i l l you s t a t e y o u r name f o r t h e r e c o r d , 

p l e a s e . 

A. Yes, s i r . K e n t o n A. Hammonds. 

By whom a r e you employed? 

A. Hanson O p e r a t i n g Company. 

Q. And i n what c a p a c i t y ? 
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A. As landman. 

Q. Have you p r e v i o u s l y t e s t i f i e d b e f o r e t h i s 

d i v i s i o n ? 

A. No, s i r , I have n o t . 

Q. Could you summarize f o r Mr. Stogner your 

e d u c a t i o n a l background? 

A. I have a 8. A. from. Texas Tech U n i v e r s i t y i n 

government and subsequent e d u c a t i o n i n c l u d i n g 

d e s i g n a t i o n as CPL. 

Q. When d i d you r e c e i v e your degree? 

A. I n 1973. 

Q. Could you b r i e f l y r e v i e w your work 

expe r i e n c e s i n c e t h a t time? 

A. I've served 12 years i n t h e o i l and gas 

i n d u s t r y , and p r i o r t o t h a t t i m e as an a b s t r a c t e r . 

Q. Has t h e work w i t h t h e o i l and gas i n d u s t r y 

been as a p e t r o l e u m landman? 

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

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

f i l e d i n each of these c o n s o l i d a t e d cases? 

A. Yes, s i r , I am. 

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

lands i n v o l v e d i n t he proposed Benson Shugart 

W a t e r f l o o d U n i t ? 

A. Yes, s i r . 
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MR. CARR: We w o u l d t e n d e r Mr. Hammonds as 

an e x p e r t w i t n e s s and p e t r o l e u m landman. 

MR. STOVALL: B e f o r e you do, you r e f e r r e d 

t o CPL. We may know what i t i s , b u t t h e r e c o r d w o n ' t . 

What does i t s t a n d f o r ? 

THE WITNESS: I t ' s C e r t i f i e d P r o f e s s i o n a l 

Landman by t h e A m e r i c a n A s s o c i a t i o n o f P e t r o l e u m Landmen. 

MR. STOVALL: I s t h a t a d e s i g n a t i o n t h a t 

has t o be e a r n e d , o r what a r e t h e r e q u i r e m e n t s f o r t h a t ? 

THE WITNESS: I t i s an e i g h t - h o u r exam and 

a l i m i t e d -- o r I t h i n k a b o u t t e n y e a r s o f e x p e r i e n c e 

i n landman work i n t h e o i l i n d u s t r y . 

MR. STOVALL: Thank y o u . 

EXAMINER STOGNER: Mr. Hammonds i s so 

qua 1 i f i e d . 

Q. (BY MR. CARR) Mr. Hammonds, w o u l d you 

b r i e f l y s t a t e what Hanson seeks w i t h t h i s a p p l i c a t i o n ? 

A. We seek s t a t u t o r y u n i t i z a t i o n o f o u r 

p r o p o s e d Benson S h u g a r t W a t e r f l o o d U n i t and a p p r o v a l 

o f o u r p r o p o s e d w a t e r f l o o d p r o j e c t i n t h a t u n i t . 

Q. How l a r g e i s t h e p r o p o s e d u n i t ? 

A. N i n e h u n d r e d and e l e v e n a c r e s . 

Q. C o u l d you r e f e r t o what has been marked f o r 

i d e n t i f i c a t i o n as Hanson E x h i b i t No. 1, and f i r s t 

i d e n t i f y t h i s and r e v i e w t h e i n f o r m a t i o n on t h i s f o r 

CUMBRE COURT REPORTING 
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t h e e x a m i n e r ? 

A. E x h i b i t 1 i s o u r u n i t a r e a p l a t . I ' v e 

c o l o r e d i n y e l l o w t h e p r o p o s e d Benson S h u g a r t 

W a t e r f l o o d U n i t and i n b l u e an a d d i t i o n a l p r o p o s e d 

w a t e r f l o o d t h a t I t h i n k t h e Commission i s f a m i l i a r 

w i t h , p r o p o s e d by Y a t e s P e t r o l e u m C o r p o r a t i o n . 

Q. A r e t h e r e o t h e r w a t e r f l o o d s i n t h i s area? 

A. Yes, s i r . P r e v i o u s l y e x i s t i n g f l o o d s i n 

S e c t i o n 30 t o t h e e a s t as shown on t h e p l a t , S o u t h l a n d 

R o y a l t y has o p e r a t e d a w a t e r f l o o d t h e r e f o r many 

y e a r s . I t h i n k i n i t s most e x t e n d e d t e r m o f i t s l i f e . 

And t o t h e s o u t h , B & A O p e r a t i n g o p e r a t e s t h e C u l w i n 

Queen U n i t . 

Q. C o u l d you i n i t i a l l y r e v i e w f o r t h e e x a m i n e r 

t h e e f f o r t s made by Hanson and Y a t e s t o d e v e l o p t h i s 

a r e a and t o s t u d y t h e f e a s i b i l i t y o f i t ? 

A. Yes, s i r . We began t h r e e t o f o u r y e a r s ago 

i n a j o i n t e f f o r t t o s t u d y t h e f e a s i b i l i t y o f a f l o o d 

i n t h i s p a r t i c u l a r a r e a . I n c o n c e r t , we r e t a i n e d 

W i l l i a m s o n P e t r o l e u m C o n s u l t a n t s t o s t u d y f r o m a 

f e a s i b i l i t y b a s i s t h e f e a s i b i l i t y o f t h e f l o o d i t s e l f . 

T h a t was c o m p l e t e d . F e a s i b i l i t y was h i g h l y 

recommended. And s u b s e q u e n t t o t h a t t i m e , i t was 

c o n c l u d e d t h a t t h e b e t t e r way t o p r o c e e d w o u l d be t o 

have two c o n c u r r e n t f l o o d s , c o o p e r a t i v e i n n a t u r e , 
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P.O. BOX 92 62 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2 0 

2 1 

22 

2 3 

24 

25 

9 

w i t h t w o s e p a r a t e o p e r a t o r s . 

Q. And so on E x h i b i t 1 , t h e a c r e a g e shaded i n 

b l u e i s t h e Creek AL l e a s e d w a t e r f l o o d t h a t i s 

c u r r e n t l y b e i n g p r o p o s e d by Y a t e s ? 

A. T h a t i s c o r r e c t . 

Q. And t h e n t h e u n i t a r e a t h a t we're t a l k i n g 

a b o u t h e r e t o d a y i s t h e a c r e a g e shaded i n y e l l o w on 

E x h i b i t No. 1? 

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

Q. L e t ' s go t o E x h i b i t No. 2, and I ' d ask you 

t o f i r s t j u s t i d e n t i f y t h i s . 

A. E x h i b i t No. 2 i s t h e U n i t Agreement t h a t 

has been --- i t ' s a b o i l e r p l a t e U n i t Agreement t h a t ' s 

been a p p r o v e d and recommended f o r o u r use by t h e BLM. 

Q. What i s t h e c h a r a c t e r o f t h e l a n d s i n t h e 

u n i t a rea? 

A. I t i s composed o f b o t h f e d e r a l and f e e 

a c r e a g e . T h e r e ' s no s t a t e a c r e a g e i n v o l v e d . 

Q. How much o f t h e a c r e a g e i s f e d e r a l ? 

A. 95, a p p r o x i m a t e l y 95 p e r c e n t . 

Q. And t h e n you have how much f e e ? 

A. We have a 4 0 - a c r e t r a c t t h a t i s f e e . 

Q. Does t h i s a g reement p r o v i d e f o r w a t e r f l o o d 

o p e r a t i o n s ? 

A. Yes, s i r , i t does. 
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Q. And i t s e t s o ut t h e p a r t i c i p a t i o n f o r each 

of t h e p a r t i e s ? 

A. Yes, s i r . 

Q. Does i t p r o v i d e f o r t h e p e r i o d i c f i l i n g s of 

pla n s and development? 

A. Yes, i t does. 

Q. W i l l those p l a n s be f i l e d w i t h t h e O i l 

C o n s e r v a t i o n D i v i s i o n a t t h e t i m e t h e y ' r e f i l e d w i t h 

o t h e r agencies? 

A. Yes, s i r , t h e y w i l l . 

Q. L e t ' s r e f e r t o E x h i b i t B t o the U n i t Agreement 

and I ' d ask you t o i d e n t i f y t h a t , and then r e f e r r i n g 

t o t h a t , a d v i s e t h e examiner of t h e e f f o r t s made by 

Hanson t o o b t a i n v o l u n t a r y j o i n d e r i n t h i s p r o j e c t . 

A. E x h i b i t B, t h e l a s t page of E x h i b i t B sums 

up t h e u n i t percentage p a r t i c i p a t i o n i n t e r e s t on a 

t r a c t - b y - t r a c t b a s i s . 

Q. That's the l a s t page o f E x h i b i t No. 2? 

A. Yes, s i r , E x h i b i t B t o t h a t U n i t 

Agreement. We have, t h r o u g h c e r t i f i e d m a i l , c o n t a c t e d 

every economic i n t e r e s t i n t h e u n i t and in f o r m e d them 

of t h e p r o p o s a l . We have 92 p e r c e n t i n hand a p p r o v a l . 

Q. Which of t h e w o r k i n g i n t e r e s t owners shown 

on t h e l a s t page of E x h i b i t No. 2 have not v o l u n t a r i l y 

committed t o t h i s u n i t ? 
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A. T h e r e a r e -- t h e f i r s t one w o u l d be G r o v e r 

N. S h r a d e r , t h e second one a p p e a r i n g on t h a t l a s t 

page. Mr. S h r a d e r r e c e n t l y has e l e c t e d t o s e l l h i s 

i n t e r e s t t o Hanson O p e r a t i n g Company. 

Q. Those agreements a r e n o t i n hand t h o u g h ? 

A. Those agreements a r e n o t i n hand. 

C o n v e r s a t i o n y e s t e r d a y i n d i c a t e d t h e y ' r e i n t h e m a i l 

o r d e p o s i t e d f o r c o l l e c t i o n w i t h h i s bank. We're 

h a n d l i n g i t t h r o u g h a s i t e d r a f t . 

The L o f f l a n d Group i s composed o f t h r e e 

s e p a r a t e e n t i t i e s a p p e a r i n g on t h e e x h i b i t . The f i r s t 

i n t e r e s t , B a r b a r a L o f f l a n d M i d d l e t o n , and t h e second 

t o t h e l a s t two e n t r i e s a t t h e b o t t o m o f t h e page, t h e 

M a r g a r e t R. L o f f l a n d T r u s t and Tom R. L o f f l a n d . 

Summed t o g e t h e r , t h e i r u n i t i n t e r e s t w o u l d 

be 2.29 p e r c e n t . There has been a r e c e n t d e a t h i n t h e 

f a m i l y , and t h i n g s were i n d i s a r r a y . They h a v e n ' t 

e l e c t e d t o j o i n . We t h i n k t h e y w i l l . We're b e i n g 

p a t i e n t and w a i t i n g on them. 

The o n l y e n t i t y t h a t we e x p e c t w i l l n o t 

v o l u n t a r i l y j o i n i s H i l o , H - I - L - 0 , D e v e l o p m e n t , and t h a t 

t h e one i n t e r e s t t h a t we d o n ' t e x p e c t t o v o l u n t a r i l y 

j o i n , c o m p r i s i n g 2.7 p e r c e n t u n i t w o r k i n g i n t e r e s t . 

Q. So i f you a r e a b l e t o o b t a i n v o l u n t a r y 

j o i n d e r f r o m t h e Shra d e r and t h e L o f f l a n d i n t e r e s t , 
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how much o f t h e u n i t w o r k i n g i n t e r e s t o w n e r s h i p w i l l 

be v o l u n t a r i l y c o m m i t t e d t o t h i s e f f o r t ? 

A. A p p r o x i m a t e l y 97.3 p e r c e n t . 

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

No. 3, and I ' d ask you t o i d e n t i f y t h a t , p l e a s e . 

A. E x h i b i t No. 3 i s a s t a n d a r d f o r m U n i t 

O p e r a t i n g Agreement. 

Q. Does i t p r o v i d e f o r a p e n a l t y i f a p a r t y 

does n o t v o l u n t a r i l y pay h i s s h a r e o f t h e u n i t 

expenses? 

A. Yes, s i r , i t does. A r t i c l e 11.5 p r o v i d e s 

f o r a c o s t p l u s 200 p e r c e n t p e n a l t y r e g a r d i n g a 

p a r t i c i p a t i n g p a r t y who d e f a u l t s . 

Q. And t h i s i s o t h e r w i s e b a s i c a l l y a s t a n d a r d 

U n i t O p e r a t i n g Agreement? 

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

Q. I t j u s t g e n e r a l l y d e f i n e s t h e r i g h t s and 

o b l i g a t i o n s o f t h e p a r t i e s ? 

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

Q. And you w i l l have 97 p e r c e n t o f t h e w o r k i n g 

i n t e r e s t owners you b e l i e v e v o l u n t a r i l y c o m m i t t e d t o 

t h i s c o n t r a c t ? 

A. Yes, s i r , we do. 

Q. Has Hanson r e v i e w e d t h e p r o p o s e d u n i t w i t h 

t h e B u r e a u o f Land Management? 
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A. We have. 

Q. Would you i d e n t i f y i n t h a t r e g a r d what has 

been marked as Hanson E x h i b i t No. 4? 

A. Hanson E x h i b i t No. 4 i s t h e p r e l i m i n a r y 

a p p r o v a l l e t t e r t h a t has been i s s u e d t o us by t h e BLM 

i n R o s w e l l . 

Q. D i d t h e BLM i n f a c t s u g g e s t t h a t t h e name 

be changed t o t h e Benson S h u g a r t W a t e r f l o o d U n i t ? 

A. Yes, s i r , t h e y d i d . 

Q. And d i d t h e y p r o p o s e any r e c o m m e n d a t i o n s t o 

t h e b o u n d a r y o f t h e u n i t ? 

A. They d i d . They had us e l i m i n a t e a 4 0 - a c r e 

t r a c t i n S e c t i o n 35, b e i n g d e s c r i b e d as t h e s o u t h e a s t 

o f t h e n o r t h e a s t , w h i c h we had i n i t i a l l y p r o p o s e d t o 

be i n c l u d e d w h i c h i s now e x c l u d e d . 

Q. W i t h t h e p r e l i m i n a r y a p p r o v a l f r o m t h e 

Bureau o f Land Management, t h a t w o u l d g i v e you t h e 

a p p r o v a l o f 95 p e r c e n t o f t h e r o y a l t y i n t e r e s t ; i s 

t h a t r i g h t ? 

A. T h a t ' s c o r r e c t . 

Q. Now, as t o t h e r e m a i n i n g 4 0 - a c r e t r a c t , has 

t h a t r o y a l t y i n t e r e s t been v o l u n t a r i l y c o m m i t t e d t o 

t h e u n i t p l a n o f d e v e l o p m e n t ? 

A. 50 p e r c e n t o f t h a t r o y a l t y i n t e r e s t i s i n 

hand, and t h e o u t s t a n d i n g 50 p e r c e n t , a g e n t l e m a n we 
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have spoken w i t h y e s t e r d a y , he was unaware t h a t he 

needed t o do a n y t h i n g i n r e g a r d t o t h e u n i t ; and so I 

a d v i s e d h im what he needed t o do, and i t ' s i n t h e m a i l 

he a d v i s e d us. 

Q. So you a n t i c i p a t e y o u ' l l have 100 p e r c e n t 

o f t h e r o y a l t y i n t e r e s t p a r t i c i p a t i n g i n t h i s u n i t ? 

A. Yes, s i r , we do. 

Q. What i s t h e s t a t u s o f t h e 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 i n t h e u n i t a r e a ? 

A. T h e r e i s a t o t a l o f 4.8 p e r c e n t 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 , 4.4 p e r c e n t i s c o m m i t t e d , and .37 

p e r c e n t i s u n c o m m i t t e d . 

Q. I n y o u r o p i n i o n , Mr. Hammonds, have you 

a t t e m p t e d t o , i n good f a i t h , i d e n t i f y a l l i n t e r e s t 

owners i n t h e u n i t a r e a and o b t a i n t h e i r v o l u n t a r y 

j o i n d e r ? 

A. Yes, s i r , we have. 

Q. Has n o t i c e o f t h i s h e a r i n g been p r o v i d e d t o 

a l l w o r k i n g i n t e r e s t owners and a l l r o y a l t y i n t e r e s t 

owners i n t h e p r o p o s e d u n i t a r e a ? 

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

Q. C o u l d you i d e n t i f y what has been marked as 

Hanson E x h i b i t No. 5? 

A. E x h i b i t No. 5 i s an A f f i d a v i t c o n f i r m i n g 

n o t i c e t h a t a p p l i c a t i o n has been g i v e n i n a c c o r d a n c e 
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w i t h t h e OCD r u l e s and r e g u l a t i o n s . 

Q. And t h e n what i s E x h i b i t No. 6? 

A. E x h i b i t No. 6 a r e p h o t o c o p i e s o f t h e two 

c e r t i f i e d l e t t e r s t h a t we m a i l e d i n f o r m i n g a l l t h e 

economic i n t e r e s t owners i n t h e u n i t o f t h e h e a r i n g 

b e f o r e t h e OCD. 

Q. As t o t h e s t a t u t o r y u n i t i z a t i o n i n t h e 

case, you've n o t i f i e d a l l owners i n t h e u n i t a r e a ; 

c o r r e c t ? 

A. Yes, s i r , we have. 

Q. Who has been n o t i f i e d o f t h e w a t e r f l o o d 

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

A. The same, t h e same p e o p l e . 

Q. Have you n o t i f i e d a l l l e a s e h o l d o p e r a t o r s 

w i t h i n a h a l f m i l e o f an i n j e c t i o n w e l l ? 

A. Yes, s i r , we have. 

Q. Have you n o t i f i e d t h e owner o f t h e s u r f a c e 

o f e v e r y t r a c t on w h i c h an i n j e c t i o n w i l l be l o c a t e d ? 

A. We have. 

Q. Were E x h i b i t 1 t h r o u g h 6 p r e p a r e d by you? 

A. Yes, s i r , t h e y were. 

MR. CARR: A t t h i s t i m e , Mr. S t o g n e r , we 

w o u l d move t h e a d m i s s i o n o f Hanson E x h i b i t s 1 t h r o u g h 

6 . 

EXAMINER STOGNER: E x h i b i t s 1 t h r o u g h 6 
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w i l l be a d m i t t e d i n t o e v i d e n c e a t t h i s t i m e . 

Q. (BY MR. CARR) Mr. Hammonds, w i l l Hanson 

a l s o c a l l e n g i n e e r i n g and g e o l o g i c a l w i t n e s s e s t o 

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

A. Yes, s i r . 

MR. CARR: T h a t c o n c l u d e s my e x a m i n a t i o n o f 

Mr. Hammonds. 

EXAMINER STOGNER: Thank y o u , Mr. C a r r . 

Mr. S t o v a l l ? 

EXAMINATION 

BY MR. STOVALL: 

Q. F i r s t , Mr. C a r r , Mr. Hammonds, i s i t 

c o r r e c t t o s t a t e t h a t t h e p e o p l e who have r e c e i v e d 

n o t i c e a r e t h o s e whose names a p p e a r on t h e e x h i b i t s , 

E x h i b i t 6? 

A. Yes, s i r . We've a t t a c h e d t h e m a i l i n g l i s t . 

Q. Would you mind a t t a c h i n g t h a t t o --

m o d i f y i n g t h e a f f i d a v i t and a t t a c h i n g t h a t t o t h e 

a f f i d a v i t t o show 

A. C e r t a i n l y . 

MR. CARR: W e ' l l do t h a t . 

Q. (BY MR. STOVALL) I n o t i c e t h e r e i s a Gas 

B a l a n c i n g Agreement as p a r t o f t h e U n i t O p e r a t i n g 

Agreement? 

A. Yes, s i r . 
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Q. Are you f a m i l i a r w i t h t h a t Gas B a l a n c i n g 

Agreement? 

A. I am. 

Q. What p r o v i s i o n does i t make, o r i s i t an 

i s s u e w i t h r e s p e c t t o r o y a l t y o w n e r s , payment o f 

s a l e s ? Do t h e y r e c e i v e t h e i r s h a r e r e g a r d l e s s o f who 

i s s e l l i n g t h e gas? 

A. I'm f a m i l i a r w i t h i t , b u t I c a n ' t answer 

t h a t q u e s t i o n a t t h i s p o i n t . We w o u l d have t o g e t 

i n t o t h e agreement and l o o k . We f e l t -- we d o n ' t 

a n t i c i p a t e gas p r o d u c t i o n . We f e l t i t p r u d e n t t o 

a t t a c h one i n a n t i c i p a t i o n o f t h e p o s s i b i l i t y . 

MR. STOVALL: Okay. I t h i n k t h a t ' s a l l I 

have 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. J u s t f o r t h e r e c o r d , r e f e r r i n g t o E x h i b i t 

No. 1, you m e n t i o n e d t h a t t h e BLM had you e x c l u d e a 

4 0 - a c r e t r a c t . What i s t h a t 4 0 - a c r e t r a c t ? 

A. I t i s l o c a t e d i n S e c t i o n 35. T h e r e ' s a 

40 - a c r e t r a c t t h a t s t i c k s down on t h e s o u t h end t h a t 

used t o i n c l u d e t h e s o u t h e a s t - n o r t h e a s t c o n t i g u o u s on 

t h e s o u t h s i d e o f t h a t 4 0 - a c r e t r a c t , and i t was 

e x c l u d e d a t THE BLM r e q u e s t . 

Q. And t h a t i s t h e o n l y e x c l u s i o n t h a t has 
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been made? 

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

Q. And you're seeking a l s o t h e 200 p e r c e n t 

n o n j o i n d e r c l a u s e ; i s t h a t c o r r e c t ? 

A. Yes, s i r . 

EXAMINER STOGNER: I have no o t h e r 

q u e s t i o n s of Mr. Hammonds a t t h i s t i m e . 

MR. STOVALL: Let me j u s t , one t h i n g on t h e 

200 p e r c e n t , t h e s t a t u t e p r o v i d e s f o r a c t u a l 

f o r f e i t u r e o f t h e i n t e r e s t i s p e r m i s s i b l e . I f I read 

th e agreement c o r r e c t l y , you're n o t a c t u a l l y s e e k i n g a 

f o r f e i t u r e o f t h e i n t e r e s t but r a t h e r a l i e n on t h e 

proceeds of p r o d u c t i o n ? 

THE WITNESS: That's c o r r e c t . 

EXAMINER STOGNER: A n y t h i n g e l s e of t h i s 

w i tness? 

MR. CARR: Not h i n g f u r t h e r on D i r e c t . 

EXAMINER STOGNER: He may be excused a t 

t h i s t i m e . 

THE WITNESS: Thank you. 

MR. CARR: At t h i s t i m e we c a l l Gary 

F i t z simmons. 

GARY FITZSIMMONS, 

the w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t d u l y sworn 

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

BY MR. CARR: 

Q. Would you s t a t e y o u r f u l l name f o r t h e 

r e c o r d , p l e a s e . 

A. Gary F i t z s i m m o n s . 

Q. By whom a r e you employed? 

A. Hanson O p e r a t i n g . 

Q. And i n what c a p a c i t y ? 

A. C h i e f g e o l o g i s t . 

Q. Have you p r e v i o u s l y t e s t i f i e d b e f o r e t h i s 

D i v i s i o n ? 

A. Yes, I have. 

Q. A t t h e t i m e o f t h a t t e s t i m o n y , were y o u r 

c r e d e n t i a l s as a g e o l o g i s t a c c e p t e d and made a m a t t e r 

o f r e c o r d ? 

A. Yes, t h e y were. 

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

f i l e d i n t h e s e cases on b e h a l f o f Hanson? 

A. Yes, I am. 

Q. Have you made a g e o l o g i c a l s t u d y o f t h e 

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

case? 

A. Yes, I have. 

MR. CARR: Are t h e w i t n e s s ' s q u a l i f i c a t i o n s 

a c c e p t a b l e ? 
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EXAMINER STOGNER: Mr. F i t z s i m m o n s i s so 

q u a l i f i e d . 

Q. (BY MR. CARR) Have y o u p r e p a r e d c e r t a i n 

e x h i b i t s f o r p r e s e n t a t i o n h e r e t o d a y ? 

A. Yes, I have. 

Q. B e f o r e we do t h a t , c o u l d you j u s t i d e n t i f y 

t h e f o r m a t i o n s we're a t t e m p t i n g t o u n i t i z e i n t h i s 

p r o j e c t ? 

A. The s p e c i f i c f o r m a t i o n s t h a t w i l l be 

f l o o d e d i n c l u d e t h e Seven R i v e r s , t h e Queen, and t h e 

G r a y b u r g . The o v e r a l l f o r m a t i o n s i n c l u d e d i n t h e p o o l 

d e s i g n a t i o n by t h e OCD i n c l u d e t h e Y a t e s , a l s o . 

Q. L e t ' s go t o what has been marked Hanson 

E x h i b i t No. 7, and I ' d ask you t o i d e n t i f y and r e v i e w 

t h a t f o r t h e e x a m i n e r . 

A. T h i s i s a l o g o f t h e G i n s b e r g F e d e r a l No. 

13. T h i s i s t h e w e l l t h a t we use t o d e f i n e t h e zones 

t h a t we're g o i n g t o be f l o o d i n g ; 

Q. Do you want t o p o i n t o u t t h o s e zones f o r 

us? 

A. I f you r e f e r t o t h e l o g , t h e Seven R i v e r s 

zone, w h i c h we have d e s i g n a t e d as t h e Seven R i v e r s C 

zone, i s l o c a t e d f r o m 2410 t o 2440. 

The Queen zone t h a t we're g o i n g t o f l o o d i s 

a Penrose sand, w h i c h we r e f e r t o as t h e t h i r d Penrose 
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sand, w h i c h i s l o c a t e d f r o m 3100 t o 3112. 

And t h e G r a y b u r g zone t h a t we p l a n t o 

f l o o d , we d e s i g n a t e t h e t h i r d G r a y b u r g sand w h i c h i s 

l o c a t e d 3383 t o 94. 

Q. Mr. F i t z s i m m o n s , l e t ' s go now t o E x h i b i t 

No. 8. Would you i d e n t i f y t h i s f o r t h e e x a m i n e r ? 

A. E x h i b i t No. 8 i s a Seven R i v e r s s t r u c t u r e 

map . 

Q. Would you r e v i e w t h i s , p l e a s e . 

A. I t shows t h a t t h e r e g i o n a l d i p i s t o t h e 

s o u t h e a s t . I t a l s o c o n t a i n s t h e b o u n d a r y o f t h e Seven 

R i v e r s R e s e r v o i r t h a t we're p l a n n i n g on f l o o d i n g . And 

i t a l s o c o n t a i n s t h e c r o s s - s e c t i o n l i n e A-A', w h i c h 

shows t h e s p e c i f i c zone t h a t we're g o i n g t o f l o o d . 

Q. L e t ' s move t o E x h i b i t No. 9, y o u r s t r u c t u r e 

map on t h e M i d - G r a y b u r g and now r e v i e w t h a t ? 

A. T h i s i s a M i d d l e G r a y b u r g s t r u c t u r e map 

t h a t r e p r e s e n t s t h e Queen and G r a y b u r g s t r u c t u r e . 

A g a i n , i t shows t h e same s o u t h e a s t d i p . A l s o i n c l u d e d 

on t h e map i s t h e b o u n d a r y o f t h e r e s e r v o i r t h a t we 

p l a n t o f l o o d i n t h e Queen and G r a y b u r g . 

And a l s o c o n t a n e d i s t h e c r o s s - s e c t i o n 

B-B', w h i c h shows t h o s e s p e c i f i c zones. 

Q. I f we l o o k a t E x h i b i t s 7 and 8 t o g e t h e r , i t 

a p p e a r s t h a t t h e f l o o d a b l e p o r t i o n o f t h e Seven R i v e r s 
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and t h e f l o o d a b l e p o r t i o n o f t h e M i d - G r a y b u r g r e a l l y 

do n o t o v e r l a p ; i s t h a t c o r r e c t ? 

A. Yes -- you mean E x h i b i t s 8 and 9? 

Q. Yes. 

A. Yes. We f o u n d , my i n t e r p r e t a t i o n i s t h a t 

t h e r e i s no o v e r l a p between t h e r e s e r v o i r s f o u n d i n 

t h e Queen-Grayburg and t h e Seven R i v e r s R e s e r v o i r . 

Q. Okay, Mr. F i t z s i m m o n s , l e t ' s go now and 

l o o k a t t h e n o r t h e r n b o u n d a r y o f t h i s u n i t as shown on 

E x h i b i t No. 9 . 

A. Okay. 

Q. C o u l d you r e v i e w how y o u a n t i c i p a t e t h e 

f l o o d i n t h e M i d - G r a y b u r g t o a f f e c t t h i s p o r t i o n o f 

t h i s p o o l ? 

A. Okay. The e a s t e r n t h e n o r t h e a s t p o r t i o n 

o f S e c t i o n 25, as Ken m e n t i o n e d e a r l i e r , t h e r e ' s a 

f l o o d t h a t was p u t i n e f f e c t i n S e c t i o n 19-30. And 

i t ' s been — i n my s t u d y , I f o u n d t h a t t h e two w e l l s 

i n t h e e a s t h a l f o f t h e n o r t h e a s t o f S e c t i o n 25 

r e c e i v e d a f l o o d r e s p o n s e f r o m an i n j e c t i o n w e l l 

l o c a t e d i n t h e n o r t h w e s t q u a r t e r o f S e c t i o n 30, 

d e s i g n a t e d No. 7 on t h e map, and i t ' s my u n d e r s t a n d i n g 

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

t h i s t i m e . 

I n o u r w e l l s l o c a t e d i n t h e w e s t h a l f o f 
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t h e n o r t h e a s t o f S e c t i o n 25, t h a t w o u l d be t h e No. 3 

and No. 4 w e l l , we have y e t t o e x p e r i e n c e any o f t h a t 

f l o o d r e s p o n s e . So i t ' s my o p i n i o n t h a t t h a t f l o o d 

f r o n t t h a t emanated f r o m t h e No. 7 w e l l has n o t 

r e a c h e d o u r w e l l s , and t h a t we have a r e a t h e r e t h a t 

needs t o be f l o o d e d . 

The w e s t e r n p a r t o f t h e n o r t h e r n h a l f i s 

Yat e s a c r e a g e , and t h e y ' r e g o i n g t o go i n t o a 

c o o p e r a t i v e f l o o d w i t h u s. So t h e w h o l e a r e a 

e s s e n t i a l l y w i l l be f l o o d e d w i t h t wo c o o p e r a t i v e 

f l o o d s . 

Q. L e t ' s now go t o Hanson E x h i b i t No. 10. 

Would you i d e n t i f y and r e v i e w t h a t ? 

A. T h i s i s t h e c r o s s - s e c t i o n t h a t d e s i g n a t e s 

t h a t t h e s p e c i f i c zone we p l a n t o f l o o d i n t h e Seven 

R i v e r s . We've e l e c t e d t o f l o o d t h i s p a r t i c u l a r zone 

based on what we have d e t e r m i n e d f r o m o u r p r o d u c t i o n 

h i s t o r i e s . And we've d e t e r m i n e d t h a t t h e 

p r e p o n d e r a n c e o f t h e o i l d i d come f r o m t h i s p a r t i c u l a r 

zone i n t h e Seven R i v e r s . 

Q. Would you now go t o y o u r E x h i b i t 1 1 , t h e 

c r o s s - s e c t i o n i n t h e Queen-Grayburg and r e v i e w t h a t ? 

A. T h i s , a g a i n , i s a c r o s s - s e c t i o n — t h i s 

p a r t i c u l a r c r o s s - s e c t i o n d e s i g n a t e s t h e two zones t h a t 

we're g o i n g t o f l o o d i n t h e Queen-Grayburg. A g a i n , 
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t h e s e zones were chosen because t h e y p r o v i d e d t h e 

p r e p o n d e r a n c e o f o i l i n t h e Queen-Grayburg p r o d u c i n g 

i n t e r v a 1 . 

Q. Mr. F i t z s i m m o n s , why i s Hanson i n c l u d i n g 

b o t h o f t h e s e zones i n one w a t e r f l o o d p r o j e c t ? 

A. Because, t o be c o n s i s t e n t w i t h t h e OCD 

r u l e s , t h e p o o l r u l e s , we needed t o i n c l u d e b o t h . 

Q. L e t ' s go now t o Hanson E x h i b i t No. 12. 

Would you i d e n t i f y and r e v i e w t h a t ? 

A. T h i s i s a p r o d u c t i o n map o f p r o d u c t i o n i n 

t h e a r e a . When we d e t e r m i n e d o u r u n i t b o u n d a r i e s , we 

s e l e c t e d p r o d u c t i o n t o be t h e p r i m a r y f a c t o r on w h i c h 

we d e t e r m i n e d t h e b o u n d a r i e s b e c a u s e , number one, t h e 

f i e l d was i n -- i t ' s t h e l a s t phases o f p r i m a r y 

p r o d u c t i o n , and a good w e l l s h o u l d r e p r e s e n t good 

r e s e r v o i r , and a poor w e l l s h o u l d r e p r e s e n t a p o o r 

r e s e r v o i r . 

I n a d d i t i o n , i t ' s an o l d a r e a w i t h o l d 

l o g s , and I f o u n d t h e l o g s n o t t o be a d i a g n o s t i c 

d e t e r m i n a t i o n o f p e r m e a b i l i t i e s . 

Q. So i n v i e w o f t h e q u a l i t y o f t h e l o g s 

a v a i l a b l e t o y o u , was p r o d u c t i o n , i n y o u r o p i n i o n , t h e 

most a c c u r a t e t o o l t o u t i l i z e i n s e t t i n g t h e 

b o u n d a r i e s ? 

A. Yes, s i r , I t h i n k i t i s . 
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Q. So t h a t ' s how t h e o v e r a l l b o u n d a r y was s e t 

f o r t h i s p r o d u c t i o n . And t h e n t h e n o r t h e r n b o u n d a r y 

i s j u s t t h e l e a s e l i n e w i t h Y a t e s l e a s e ? 

A. R i g h t . 

Q. L e t ' s move t o E x h i b i t No. 12. I d e n t i f y and 

r e v i e w t h a t . 

A. Now, t h i s i s e s s e n t i a l l y a c o m p o s i t e map 

t h a t p o o l s a l l t h e p r e v i o u s i n f o r m a t i o n t o g e t h e r . I t 

shows how we — 

MR. STOVALL: L e t me i n t e r r u p t you j u s t a 

second. I t h i n k t h a t ' s 13. Twe l v e i s y o u r p r o d u c t i o n 

map? 

MR. CARR: I'm s o r r y , t h a t ' s c o r r e c t , t h i s 

i s 13. 

THE WITNESS: And i t j u s t p u l l s a l l t h e 

i n f o r m a t i o n t o g e t h e r . I t shows t h e p r o d u c t i o n o f t h e 

s p e c i f i c w e l l s . I t o u t l i n e s t h e p e r m e a b i l i t y l i m i t s 

as d e t e r m i n e d by t h e p r o d u c t i o n r e s p o n s e . I t shows 

t h e Queen-Grayburg a r e a t h a t we p l a n t o f l o o d , t h e 

Seven R i v e r s a r e a t h a t we p l a n t o f l o o d , and t h e 

Queen-Grayburg a r e a t h a t has a l r e a d y e x p e r i e n c e d 

f l o o d . 

Q. (BY MR. CARR) I n y o u r o p i n i o n , can t h e 

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

p r o p o s e d w a t e r f l o o d be e f f i c i e n t l y and e f f e c t i v e l y 
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o p e r a t e d u n d e r t h e p r o p o s e d u n i t p l a n o f d e v e l o p m e n t ? 

A. I b e l i e v e so. 

Q. You b e l i e v e t h e s e f o r m a t i o n s can be 

e f f e c t i v e l y d e v e l o p e d w i t h t h e p r o p o s e d c o o p e r a t i v e 

w a t e r f l o o d ? 

A. Yes. 

Q. And t h e s e , i n f a c t , a r e t h e same f o r m a t i o n s 

t h a t were i n v o l v e d i n t h e M e r i d i a n o r S o u t h l a n d f l o o d 

o f f t o t h e e a s t ? 

A. I n t h e Queen-Grayburg, y e s . 

Q. Were E x h i b i t s 7 t h r o u g h 13 p r e p a r e d by you? 

A. Yes, t h e y were. 

MR. CARR: A t t h i s t i m e , Mr. S t o g n e r , we 

w o u l d move t h e a d m i s s i o n o f Hanson E x h i b i t s 7 t h r o u g h 

13 . 

EXAMINER STOGNER: E x h i b i t s 7 t h r o u g h 13 

w i l l be a d m i t t e d i n t o e v i d e n c e . 

MR. CARR: T h a t c o n c l u d e s my d i r e c t 

e x a m i n a t i o n o f Mr. F i t z s i m m o n s . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. F i t z s i m m o n s , when I l o o k a t y o u r B-B' 

p r i m e c r o s s - s e c t i o n down i n t h e t h i r d G r a y b u r g sand as 

y o u ' r e d e s i g n a t i n g , I show a c o l o r v a r i a t i o n . What 

a r e you t r y i n g t o i n d i c a t e a t t h i s p o i n t ? 
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A. T h i s c o l o r v a r i a t i o n , I'm u s i n g g r e e n t o 

r e p r e s e n t o i l p r o d u c t i o n . I'm u s i n g b l u e t o r e p r e s e n t 

w a t e r . I f you r e f e r t o t h e s t r u c t u r e map, y o u ' l l see 

t h a t t h e r i g h t p o r t i o n o f t h e c r o s s - s e c t i o n was i n a 

downdip l o c a t i o n , and we have n e v e r e s t a b l i s h e d 

economic p r o d u c t i o n o u t o f t h o s e zones. 

Q. W e l l , a r e you s a y i n g t h a t ' s w a t e r e d down o r 

A. I'm j u s t s a y i n g t h a t t h e r e ' s p r o b a b l y an 

o i l - w a t e r c o n t a c t between t h e two w e l l s , and t h a t ' s 

what t h e t r a n s i t i o n r e p r e s e n t s . 

Q. But y o u ' r e n o t t r y i n g t o p i n p o i n t where 

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

A. No. I can j u s t o n l y a p p r o x i m a t e i t . 

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

t h e w e l l s w h i c h w i l l be u t i l i z e d , a r e t h e y g o i n g t o be 

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

t h r e e s m a l l i n t e r v a l s t h a t y o u ' r e t a l k i n g a b o u t , o r do 

you v i s u a l i z e an o v e r a l l open h o l e , m u l t i p l e 

p e r f o r a t i o n t h a t e x t e n d s beyond t h e l i t t l e o r a n g e and 

t h e g r e e n m a r k i n g s on y o u r c r o s s - s e c t i o n ? 

A. I n i t i a l l y , i t ' s o u r i n t e n t i o n t o be v e r y 

s p e c i f i c on where we p e r f o r a t e because we want t o have 

c o n t r o l o v e r t h e r e s p o n s e so we can p r o p e r l y a s s e s s 

t h e s u c c e s s o f t h e f l o o d . 
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Q. With t h a t , l e t ' s l o o k a t t h e m a t r i x between 

the t h i r d Penrose sand and the t h i r d Grayburg sand. 

What do I f i n d i n t h e r e ? 

A. You're r e f e r r i n g t o l i t h o l o g i e s ? 

Q . Yes, p l e a s e . 

A. I t ' s p r i m a r i l y carbonates w i t h some sand 

s t r i n g e r , t o o , o u t . We t h i n k t h a t t h e r e ' s adequate 

s e p a r a t i o n between t h e two zones t h a t we won't have 

any communication. And our e x p e r i e n c e i n p r o d u c i n g 

the f i e l d , we have had a d d i t i o n a l p e r f o r a t i o n s 

t h r o u g h o u t those zones. And we found t h a t as we add 

zones, we d i d n ' t have s i g n i f i c a n t i n c r e a s e i n 

p r o d u c t i o n , and we f e e l t h a t t h e r e ' s j u s t no 

communication between t h e two zones. 

Q. Do I a c t u a l l y see a sand l e n s or a 

d i f f e r e n t p o r o s i t y i n your t h r e e p r o p o s a l i n t e r v a l s , 

or what k i n d of a -- i n your o p i n i o n , what k i n d of a 

p e r m e a b i l i t y f a c t o r do I have between those what I 

assume t o be p o r o s i t y zones? 

A. W e l l , t h a t i s very d i f f i c u l t f o r me t o 

deter m i n e , not hav i n g adequate l o g s and o n l y b e i n g 

dependent on p r o d u c t i o n , and, i n many cases, w i t h 

m u l t i p l e zones b e i n g p e r f o r a t e d t h r o u g h t i m e , I have 

no way of bac k i n g out the a c t u a l p e r m e a b i l i t i e s . 

Q. Le t ' s r e f e r back t o those l o g s t h a t you 
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were d i s c u s s i n g . What ty p e of whole l o g s are you 

r e f e r r i n g t o? What do we see? 

A. G e n e r a l l y , they were o l d n e u t r o n l o g s . 

Q. Ran back i n what era? 

A. That i s a l a t e '50's, e a r l y '60's f i e l d . 

Q. And t h a t ' s when these l o g s were performed? 

A. Um-hm, except f o r t h e Ute Fe d e r a l No. 1 and 

the Pueblo which were r e c e n t l o g s , but t h e Ute was 

e s s e n t i a l l y wet, and t h e Pueblo -- or t h e Ute, we 

never e s t a b l i s h e d p r o d u c t i o n , and t h e Pueblo has been 

a ve r y poor pro d u c e r . So I don't t h i n k t h a t t h e y w i l l 

r e p r e s e n t f o r any of t h e zones t h a t we p l a n t o f l o o d . 

Q. Where d i d you o b t a i n r e c o r d s or copies of 

these o l d logs? 

A. Hanson O p e r a t i n g e s t a b l i s h e d -- d r i l l e d t h e 

i n i t i a l w e l l s . So t h e y ' r e i n our w e l l f i l e s , and t h e 

o t h e r w e l l s I p i c k e d up a t t h e Permian A s s o c i a t i o n and 

r e s e a r c h i n g i n t h e OCD i n A r t e s i a . 

Q. Have you been i n communication or c o n t a c t 

w i t h our g e o l o g i s t i n t h e A r t e s i a D i s t r i c t O f f i c e , Mr. 

Mark Ashley? 

A. No, I haven't. 

EXAMINER STOGNER: I have no o t h e r 

q u e s t i o n s of t h i s w i t n e s s a t t h i s t i m e , Mr. Carr. 

MR. STOVALL: I do have one, Mr. Examiner. 
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EXAMINATION 

BY MR. STOVALL: 

Q. You i n d i c a t e d , as f a r as g e o l o g i c a l l y 

s p e a k i n g , t h e Seven R i v e r s and t h e Queen G r a y b u r g a r e 

r e a l l y s e p a r a t e , i n a s e p a r a t e r e s e r v o i r f r o m t h e — 

A. T h e y ' r e a s e p a r a t e f o r m a t i o n . A c t u a l l y , 

each f o r m a t i o n has a s e r i e s o f s e p a r a t e r e s e r v o i r s 

w i t h i n i t , t o o . 

Q. R i g h t . T h i s may be g e t t i n g i n t o t h e 

e n g i n e e r ' s a r e a , b u t i s t h e r e some e f f i c i e n c y t o be 

g a i n e d a l s o i n a d d i t i o n t o t h e f a c t t h a t t h e y happen 

t o be i n t h e same p o o l under OCD n o m e n c l a t u r e s , i s 

t h e r e e f f i c i e n c y t o be g a i n e d by o p e r a t i n g t h i s as a 

s i n g l e u n i t ? 

A. I t h i n k Ray i s g o i n g t o answer t h o s e 

q u e s t i o n s because he's i n c h a r g e o f — o v e r s e e s t h e 

o p e r a t i o n s and how t h e y w i l l d e v e l o p . 

Q. When you d i d t h e -- f i g u r e d t h e u n i t 

p a r t i c i p a t i o n , I assume t h a t each a r e a g o t c r e d i t f o r 

what i t had i n i t ? 

A. Yes, i t d i d . P a r t i c i p a t i o n was d e t e r m i n e d 

by t h e W i l l i a m s o n r e p o r t and a c c e p t e d by a l l 

p a r t i c i p a n t s . 

MR. STOVALL: T h a t ' s a l l I have. 

EXAMINER STOGNER: I have no o t h e r 
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q u e s t i o n s o f Mr. F i t z s i m m o n s . 

Mr. C a r r ? 

RAY WILLIS, 

t h e w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t d u l y sworn 

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

EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e y o u r name f o r t h e r e c o r d , 

p l e a s e . 

A. Ray W i l l i s . 

Q. By whom a r e you employed? 

A. Hanson O p e r a t i n g Company. 

Q. I n what c a p a c i t y ? 

A. V i c e - p r e s i d e n t . 

Q. What a r e y o u r r e s p o n s i b i l i t i e s as 

V i c e - p r e s i d e n t o f Hanson? 

A. I'm r e s p o n s i b l e f o r t h e s u p e r v i s i o n 

i n v o l v i n g t h e e n g i n e e r i n g work and t h e o v e r a l l 

o p e r a t i o n o f t h e company. 

Q. Do you a l s o i n t h a t p o s i t i o n — a r e you i n 

c h a r g e o f r e t a i n i n g and w o r k i n g w i t h o u t s i d e 

c o n s u l t i n g s e r v i c e s ? 

A. Yes, I do. 

Q. Have you p r e v i o u s l y t e s t i f i e d b e f o r e t h i s 

D i v i s i o n ? 
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A. I have. 

Q. How l o n g have you been employed by Hanson? 

A. T h i r t y - s e v e n y e a r s . 

Q. A r e you a member o f any p r o f e s s i o n a l 

a s s o c i a t i o n s ? 

A. I'm an a s s o c i a t e member o f t h e A m e r i c a n 

A s s o c i a t i o n o f P e t r o l e u m G e o l o g i s t s , and I'm a member 

o f t h e S o c i e t y o f P e t r o l e u m E n g i n e e r s . 

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

i n t h i s case? 

A. Yes, I am. 

Q. I n each o f t h e cases? 

A. Yes, I am. 

Q. Can you e x p l a i n how i t was t h a t y ou and 

Ya t e s d e c i d e d t o have a j o i n t e n g i n e e r i n g s t u d y made 

o f t h i s a r ea? 

A. T h i s was an a r e a t h a t had been j o i n t l y 

o p e r a t e d by Hanson and Ya t e s f r o m day one. We have 

r e a c h e d a t i m e when p r o d u c t i o n i s v e r y m a r g i n a l . We 

have been i n c o n t a c t w i t h Y a t e s o v e r t h e l a s t f i v e 

y e a r s r e g a r d i n g a f l o o d . The l a s t t h r e e y e a r s has 

been i n t e n s i v e . We g o t t o g e t h e r w i t h T h e r e s a S l o a n , 

D a v i d B e n o i t , d e c i d e d t o h i r e an o u t s i d e c o n s u l t a n t 

f i r m . Our i n - h o u s e e n g i n e e r i n g d e p a r t m e n t s on b o t h 

companies d e c i d e d i t was a v e r y good p r o s p e c t , and we 
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s h o u l d go f o r w a r d w i t h i t . 

Q. Was t h e s t u d y and t h e work done d e v e l o p i n g 

t h i s p r o s p e c t done a t y o u r r e q u e s t and unde r y o u r 

s u p e r v i s i o n ? 

A. Yes, i t was. 

Q. Were you r e s p o n s i b l e f o r p r o v i d i n g raw d a t a 

and i n f o r m a t i o n t o W i l l i a m s o n t o s u p p o r t t h e s t u d y ? 

A. I d i d . 

MR. CARR: A r e t h e w i t n e s s ' s q u a l i f i c a t i o n s 

a c c e p t a b l e ? 

EXAMINER STOGNER: They a r e . 

Q. (BY MR. CARR) Are you f a m i l i a r w i t h t h e 

New Mex i c o S t a t u t o r y U n i t i z a t i o n A c t ? 

A. Yes, somewhat. 

Q. Have you p r e p a r e d c e r t a i n e x h i b i t s f o r 

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

A. I have. 

Q. L e t ' s j u s t i d e n t i f y what has been marked as 

Hanson O p e r a t i n g Company E x h i b i t No. 14. 

A. T h i s i s t h e f e a s i b i l i t y s t u d y f o r a 

p r o p o s e d w a t e r f l o o d i n t h e S h u g a r t F i e l d , Eddy County, 

New M e x i c o . 

Q. I s t h i s t h e s t u d y t h a t W i l l i a m s o n p r e p a r e d 

f o r y ou and Yate s ? 

A. T h a t i s c o r r e c t . 
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Q. L e t ' s move t o E x h i b i t 15, and I ' d ask you 

t o i d e n t i f y t h i s and r e v i e w i t f o r t h e e x a m i n e r . 

A. E x h i b i t 15 i s a w e l l s t a t u s map. I t shows 

t h e o u t l i n e o f t h e u n i t t h a t we a r e p r o p o s i n g . I t 

shows o u r w a t e r f l o o d s t a t i o n , t h e p r o d u c i n g w e l l s , and 

i t shows p r o p o s e d w a t e r i n j e c t i o n w e l l s , w h i c h w i l l be 

t h e No. 17 Ute F e d e r a l , P u e b l o F e d e r a l , and t h r e e 

a d d i t i o n a l w e l l s t o be d r i l l e d . 

Q. What does Hanson e s t i m a t e t o be t h e c a p i t a l 

c o s t o f t h e s e a d d i t i o n a l f a c i l i t i e s t h a t a r e g o i n g t o 

be r e q u i r e d f o r t h i s p r o j e c t ? 

A. We a n t i c i p a t e $1-1/2 m i l l i o n . 

Q. What do you e s t i m a t e t h e t o t a l p r o j e c t c o s t 

a c t u a l l y t o be? 

A. $2-1/2 m i l l i o n . 

Q. I f t h i s i s a s u c c e s s f u l f l o o d , how much 

a d d i t i o n a l o i l p r o d u c t i o n do you e x p e c t t o o b t a i n f r o m 

t h e p r o j e c t ? 

A. We can e x p e c t -- we e x p e c t t o r e c o v e r one 

and a h a l f m i l l i o n b a r r e l s o f o i l . 

Q. Do you have a u n i t p e r f o r m a n c e c u r v e t h a t 

i s i n c l u d e d w i t h i n t h e W i l l i a m s o n s t u d y ? 

A. Yes, i t i s . T here i s a p e r f o r m a n c e c u r v e 

j u s t i n f r o n t o f t h e t a b l i s t e d as T a b l e s . I t i s a 

p e r f o r m a n c e c u r v e p r e p a r e d by W i l l i a m s o n & 
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A s s o c i a t e s . I t i n d i c a t e s w i t h i n one and a h a l f t o two 

y e a r s , we w o u l d be p r o d u c i n g a p p r o x i m a t e l y 500 b a r r e l s 

o f o i l p e r day and t h e n t a i l i n g o f f t o economic l i m i t s 

o v e r a b o u t 14 y e a r s . 

Q. T h i s g r a p h w o u l d a l s o i n c l u d e t h e Yates -

t r a c t p r o d u c t i o n f o r e c a s t , w o u l d i t n o t ? 

A. T h a t i s c o r r e c t . 

Q. A b o u t how much o f t h e p r o d u c t i o n t h a t i s 

d e p i c t e d on t h a t g r a p h w o u l d be a t t r i b u t e d t o t h e 

Ya t e s l e a s e ? 

A. 29 p e r c e n t . 

Q. What w o u l d be t h e v a l u e o f t h e e s t i m a t e d 

t o t a l v a l u e o f t h e a d d i t i o n a l p r o d u c t i o n t h a t you hope 

t o o b t a i n f r o m t h i s w a t e r f l o o d ? 

A. We hope t h a t i t w i l l have a v a l u e o f $30 

m i l l i o n . 

Q. And i n s e t t i n g t h i s f i g u r e , what p r i c e f o r 

t h e o i l d i d you u t i l i z e ? 

A. We used $20 p e r b a r r e l f o r t h e l i f e o f t h e 

p r o j e c t . 

Q. D i d you f a c t o r a n y t h i n g i n f o r gas 

p r o d u c t i o n f r o m t h e u n i t ? 

A. We d o n ' t t h i n k gas w i l l be a s i g n i f i c a n t 

f a c t o r i n t h e s e c a l c u l a t i o n s . We w i l l be p r o d u c i n g so 

much w a t e r , t h e o i l i s coming back. Most o f t h e gas 
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which i s produced w i l l be used on lease f o r lease 

purposes and t r e a t i n g o i l , e t c . 

Q. I f Hanson and the o t h e r i n t e r e s t owners i n 

the u n i t area are r e q u i r e d t o advance c o s t s f o r a 

p a r t y who has n o t v o l u n t a r i l y committed t o t h i s 

p r o j e c t , do you b e l i e v e i t i s a p p r o p r i a t e f o r t h e 200 

pe r c e n t r i s k p e n a l t y s e t f o r t h i n t h e u n i t documents 

t o a p p l y t o t h a t i n t e r e s t ? 

A. Yes, I do. 

Q. I f t h e c u r r e n t unsigned t r a c t s , and here 

I'm t a l k i n g p r i m a r i l y about t h e H i l o i n t e r e s t , i f i t 

i s n ' t v o l u n t a r i l y c o n t r i b u t e d t o t h e u n i t p l a n , what 

impact would i t have on t h e p r o j e c t ? 

A. I t would have a b i g impact on t h e p r o j e c t 

i f i t was removed. We t h i n k t h a t i s a good r e c o v e r y 

w e l l on two of t h e w e l l s would be good f o r 

r e c o v e r y . And i f not u n i t i z e d , we t h i n k t h e u n i t 

would f a i l . 

Q. I s u n i t i z e d management necessary, i n your 

o p i n i o n , t o e f f e c t i v e l y r e c o v e r t h e o i l i n t h e u n i t 

area? 

A. Yes, i t i s . 

Q. And do you b e l i e v e t h a t t h e w a t e r f l o o d 

which you're p r o p o s i n g based on your e n g i n e e r i n g and 

g e o l o g i c a l s t u d i e s of t h i s area, would t h e w a t e r f l o o d 
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be a f e a s i b l e p r o j e c t ? 

A. Yes. 

Q. What g e n e r a l l y i s t h e b a s i s f o r t h e 

p a r t i c i p a t i o n f o r m u l a i n t h e U n i t Agreement? 

A. We based i t on p r i m a r y p r o d u c t i o n . The 

a l l o c a t i o n s went back t o each i n d i v i d u a l w e l l and each 

i n d i v i d u a l w e l l ' s p e r c e n t a g e o f p r o d u c t i o n as t o t h e 

whol e u n i t . 

Q. C o u l d you r e v i e w f o r t h e e x a m i n e r what has 

been marked Hanson E x h i b i t No. 16? 

A. No. 16 i s a p a r t i c i p a t i o n f o r m u l a t h a t we 

have p r e p a r e d t h a t l i s t s t h e w e l l s o p e r a t e d by 

Hanson. There a r e some w e l l s a t t h e t i m e t h i s was 

p r e p a r e d o p e r a t e d by S i e t e O i l & Gas Corp. t h a t i s now 

o p e r a t e d by Hanson. We had t h e Y a t e s P e t r o l e u m w e l l s 

i n t h e o v e r a l l p i c t u r e . T h i s came f r o m t h e W i l l i a m s o n 

r e p o r t . 

We remove t h e Ya t e s w e l l s f r o m i t , r u n t h e 

f a c t o r s up t o 100 p e r c e n t , and t h e n t h e n e x t t a b l e 

down t h e r e has t h e c o n v e r s i o n o f t h e t r a c t g r o u p as t o 

p a r t i c i p a t i o n f a c t o r s as i s t o d a y . 

Q. Does t h i s a l l o c a t i o n f o r m u l a , i n y o u r 

o p i n i o n , a l l o c a t e p r o d u c t i o n t o t h e s e p a r a t e l y owned 

t r a c t s i n t h e p r o p o s e d u n i t on a f a i r , r e a s o n a b l e , and 

e q u i t a b l e b a s i s ? 
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A. Yes, i t does. 

Q. Does Hanson seek a u t h o r i t y f r o m t h e 

D i v i s i o n t o commit a d d i t i o n a l w e l l s t o i n j e c t i o n by 

a d m i n i s t r a t i v e p r o c e d u r e s ? 

A . Yes, we do. 

Q. A v o i d i n g t h e n e c e s s i t y o f f u r t h e r h e a r i n g ? 

A. Yes. 

Q. I n f a c t , you've a l r e a d y d i s c u s s e d an 

a d d i t i o n a l w e l l w i t h Y a t e s , and t h a t i s i n t h e a t 

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

A. T h a t ' s c o r r e c t . 

Q. Whereabouts w o u l d t h a t w e l l be l o c a t e d ? 

A. Somewhere i n t h e n o r t h e a s t o f S e c t i o n 25. 

We have n o t come t o a f i r m c o n c l u s i o n as t o t h e e x a c t 

l o c a t i o n o f i t , b u t i t w o u l d be somewhere between 

w e l l s No. 3 and 4, G i n s b e r g , on Hanson's a c r e a g e , and 

w e l l s No. 3 and 8 on Ya t e s Creek AL a c r e a g e . 

Q. And i f you s t a r t s e e i n g a r e s p o n s e t o y o u r 

i n j e c t i o n , t h e n t h a t w o u l d be a p o s s i b l e a d d i t i o n a l 

i n j e c t i o n w e l l ? 

A. T h a t i s a p o s s i b l e a d d i t i o n . We w o u l d 

p r e f e r t o w a i t u n t i l such t i m e as we see r e s u l t s f r o m 

t h e i n j e c t i o n on o u r p a r t and Ya t e s p a r t t o c o n c l u d e 

t h o s e n e g o t i a t i o n s . 

Q. I n y o u r o p i n i o n , w i l l g r a n t i n g t h i s 
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a p p l i c a t i o n f o r s t a t u t o r y u n i t i z a t i o n be i n t h e b e s t 

i n t e r e s t o f c o n s e r v a t i o n , t h e p r e v e n t i o n o f w a s t e , and 

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

A. Yes, i t w i l l . 

Q. C o u l d you now r e f e r t o what has been marked 

as Hanson E x h i b i t No. 17 and i d e n t i f y t h a t , p l e a s e . 

A. T h a t i s a c o m p l e t e d Form C-108 w i t h 

a t t a c h m e n t s . 

Q. And t h i s i s a new p r o j e c t , n o t an e x p a n s i o n 

o f an e x i s t i n g p r o j e c t ; c o r r e c t ? 

A. T h a t i s c o r r e c t . 

Q. C o u l d you r e f e r t o pages 13 t h r o u g h 18 o f 

t h i s e x h i b i t and j u s t i d e n t i f y f o r t h e e x a m i n e r what 

t h o s e a r e . 

A. Those a r e p r o p o s e d i n j e c t i o n w e l l s , w h i c h 

13 i s P u e b l o F e d e r a l , 14 i s Ute F e d e r a l . These two 

w e l l s a r e i n e x i s t e n c e . They a r e n e w l y d r i l l e d 

w e l l s . The G i n s b e r g F e d e r a l 17 i s t o be a new d r i l l e d 

w e l l . Page 16 i s G i n s b e r g F e d e r a l No. 18. And page 

17 i s G i n s b e r g F e d e r a l No. 19. 

Q. What i s shown on page — 

A. Page 18 i s t h e K e i n a t h F e d e r a l p r o p o s e d 

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

Q. On each o f t h e s e p l a t s , have you drawn a 

c i r c l e w i t h a h a l f - m i l e r a d i u s t o show t h e a r e a o f 
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r e v i e w f o r each o f t h e p r o p o s e d i n j e c t i o n w e l l s ? 

A. T h a t i s c o r r e c t . 

Q. What i s shown on pages 19 t h r o u g h 25 o f 

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

A. T h a t ' s t a b u l a r d a t a on a l l t h e w e l l s w i t h i n 

t h e a r e a o f r e v i e w w h i c h p e n e t r a t e t h e i n j e c t i o n zone. 

Q. And t h i s s e t s f o r t h t h e i n f o r m a t i o n 

r e q u i r e d by OCD Form C-108? 

A. T h a t i s c o r r e c t . 

Q. Would you i d e n t i f y f o r t h e e x a m i n e r what i s 

c o n t a i n e d on pages 26 t h r o u g h 29 o f t h i s e x h i b i t ? 

A. T h a t i s a w e l l b o r e s k e t c h s h o w i n g t h e s i z e , 

l o c a t i o n o f a l l p l u g s on p l u g g e d w e l l s , s h o w i n g t h e 

c a s i n g s t r i n g s t h a t have been l e f t i n t h e w e l l . 

Q. Do you have a s e p a r a t e s c h e m a t i c f o r each 

p l u g g e d and abandoned w e l l w i t h i n any o f t h e a r e a s o f 

r e v i e w f o r any i n j e c t i o n w e l l ? 

A. T h a t i s c o r r e c t . 

Q. I n y o u r o p i n i o n , a r e t h e w e l l s 

s a t i s f a c t o r i l y p l u g g e d t o a s s u r e t h a t t h e s e w e l l b o r e s 

do n o t become a v e h i c l e f o r t h e m i g r a t i o n o f i n j e c t e d 

w a t e r ? 

A. Yes, i t i s . 

Q. On pages 6 t h r o u g h 11 o f t h i s e x h i b i t 

t h e r e ' s some s c h e m a t i c d r a w i n g s . C o u l d you i d e n t i f y 
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t h o s e , p l e a s e . 

A. S i x t h r o u g h 11 i s p r o p o s e d i n j e c t i o n w e l l s , 

s h o w i n g t h e p r e s e n t and p r o p o s e d c o m p l e t i o n s . 

Q. T h a t ' s f o r each i n j e c t i o n w e l l ? 

A. For each i n j e c t i o n w e l l , t h a t ' s c o r r e c t . 

Q. And t h e i n j e c t i o n i n t e r v a l s have been 

d e f i n e d p r e v i o u s l y by Mr. F i t z s i m m o n s ; i s t h a t 

c o r r e c t ? 

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

Q. What :.s t h e s o u r c e o f t h e w a t e r you p r o p o s e 

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

A. I t w i l l be w a t e r f r o m t h e P e n r o s e - M i d d l e 

G r a y b u r g - S e v e n R i v e r s f r o m w a t e r s u p p l y w e l l s 

i d e n t i f i e d on page 3, p a r a g r a p h 4, o f E x h i b i t 17. 

Q. So b a s i c a l l y y o u ' r e g o i n g t o be r e i n j e c t i n g 

w a t e r i n t o t h e p r o d u c i n g f o r m a t i o n s ? 

A. T h a t i s c o r r e c t , and we w i l l use p r o d u c e d 

w a t e r as t h e w e l l s p r o d u c e t h e w a t e r back, a l s o . 

Q. Do you i n t e n d t o use f r e s h w a t e r as make-up 

w a t e r ? 

A. No. 

Q. What volumes a r e you p r o p o s i n g t o i n j e c t ? 

A. We p r o p o s e on an i n i t i a l i n j e c t i o n r a t e o f 

600 b a r r e l s o f w a t e r p e r day f o r t h e M i d d l e G r a y b u r g , 

Penrose i n j e c t o r s . For t h e Seven R i v e r s , we p r o p o s e 
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1 100 t o 250 b a r r e l s of water per day per w e l l . 

2 Q. So we've got d i f f e r e n t volumes per 

3 i n t e r v a l , and these are f i g u r e s per i n j e c t i o n w e l l ? 

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

5 Q. What would be the maximum d a i l y r a t e you 

6 would a n t i c i p a t e ? 

7 A. The Penrose-Middle Grayburg we a n t i c i p a t e 

8 1000 b a r r e l s of water per day maximum. For t h e Seven 

9 R i v e r s , 300 b a r r e l s per day. 

10 Q. These would be per w e l l f i g u r e s again? 

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

12 Q. I s t h i s g o i n g t o be a c l o s e d system? 

13 A. I t w i l l be a c l o s e d system. 

14 Q. Do you a n t i c i p a t e i n j e c t i o n by g r a v i t y or 

15 under pressure? 

16 A. I t w i l l be under p r e s s u r e . 

17 Q. What i s t h e maximum i n j e c t i o n p r e s s u r e you 

18 propose t o u t i l i z e ? 

19 A. Our maximum of 2,000 pounds per square i n c h 

20 per each zone. 

21 Q. Would t h i s exceed a p r e s s u r e l i m i t a t i o n o f 

22 .2 pounds per f o o t of depth t o t h e top? 

23 A. Yes, i t would. 

24 Q. Would you recommend t h a t h i g h e r p r e s s u r e s 

25 be e s t a b l i s h e d a f t e r D i v i s i o n w i t n e s s s e p a r a t e t e s t s 
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on each o f t h e zones i n w h i c h you p l a n t o i n c r e a s e 

p r e s s u r e o v e r t h a t .2 pound p r e s s u r e l i m i t ? 

A. Yes, I w o u l d . 

Q. C o u l d you i d e n t i f y pages 30 t h r o u g h 45 o f 

E x h i b i t 17? 

A. Those a r e w a t e r a n a l y s i s on t h e i n j e c t i o n 

f l u i d t h a t we have t a k e n f r o m v a r i o u s w e l l s i n t h e 

a r e a . 

Q. A r e t h e r e f r e s h w a t e r zones i n t h i s area? 

A. Yes, t h e r e a r e f r e s h w a t e r zones i n t h e 

a r e a . However, i t ' s o n l y o c c a s i o n a l w a t e r t h a t w i l l 

be f o u n d i n t h e Red Beds a t a b o u t — a t l e s s t h a n 275 

f e e t based on d a t a f r o m t h e S t a t e E n g i n e e r ' s O f f i c e . 

Q. A r e t h e r e any f r e s h w a t e r w e l l s w i t h i n one 

m i l e o f any o f t h e s e p r o p o s e d i n j e c t i o n w e l l s ? 

A. Yes, t h e r e i s . T here i s one w e l l s i t u a t e d 

i n t h e s o u t h e a s t q u a r t e r , n o r t h w e s t q u a r t e r , s o u t h e a s t 

q u a r t e r o f S e c t i o n 26, Township 18 S o u t h , Range 30 

E a s t , w h i c h i s known as t h e Snyder Ranch w e l l shown on 

t h e p l a t on page 46. 

Q. And f r o m what i n t e r v a l i s i t p r o d u c i n g ? 

A. I t ' s p r o d u c i n g f r o m t h e Red Beds a t l e s s 

t h a n 275 f e e t . 

Q. On page 47 o f E x h i b i t No. 17, i s t h e r e a 

w a t e r a n a l y s i s of t h e w a t e r f r o m t h i s Snyder Ranch 
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w e l l ? 

A. Yes, t h e r e i s . 

Q. A r e t h e l o g s o f e x i s t i n g w e l l s i n t h e u n i t 

a r e a w h i c h a r e g o i n g t o be c o n v e r t e d t o i n j e c t i o n on 

f i l e w i t h t h i s D i v i s i o n ? 

A. Yes. 

Q. And, Mr. W i l l i s , have you examined t h e 

a v a i l a b l e e n g i n e e r i n g and g e o l o g i c d a t a on t h e a r e a 

i n v o l v e d i n t h i s a p p l i c a t i o n ? 

A. Yes, I have. 

Q. As a r e s u l t o f t h a t e x a m i n a t i o n , have you 

f o u n d any e v i d e n c e o f open f a u l t s o r o t h e r h y d r o l o g i c 

c o n n e c t i o n s between t h e i n j e c t i o n i n t e r v a l and any 

u n d e r g r o u n d s o u r c e o f d r i n k i n g w a t e r ? 

A. I have f o u n d none. 

Q. I n y o u r o p i n i o n , w i l l g r a n t i n g o f t h i s 

a p p l i c a t i o n be i n t h e b e s t i n t e r e s t o f c o n s e r v a t i o n , 

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

r i g h t s ? 

A. Yes, i t w o u l d . 

Q. What i s Hanson's a n t i c i p a t e d d a t e f o r t h e 

commencement o f i n j e c t i o n ? 

A. S i x t y t o 90 days f r o m d a t e o f a p p r o v a l by 

t h e Commission. 

Q. I f t h i s a p p l i c a t i o n i s a p p r o v e d , you w o u l d 
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expect t o i n c r e a s e t h e amount of crude o i l u l t i m a t e l y 

r e c o v e r e d from t h e r e s e r v o i r , would you not? 

A . Yes, s; i r . 

Q. Has t h i s p r o j e c t area been d e p l e t e d t o such 

an e x t e n t t h a t i t i s now a p p r o p r i a t e t o ap p l y t h e 

enhanced r e c o v e r y t e c h n i q u e s t h a t you are p r o p o s i n g 

here today? 

A. Yes, i t i s . These w e l l s are down t o l e s s • 

than 2-1/2 b a r r e l s per day per w e l l and l e s s t h a n 1 

Mcf of gas i n d a i l y p r o d u c t i o n f o r t h e average of t h e 

w e l l s . 

Q. Based on your e x p e r i e n c e i n t h e area, i s 

the proposed p r o j e c t b o t h e c o n o m i c a l l y and t e c h n i c a l l y 

f e a s i b l e ? 

A. Yes, i t i s . 

Q. Th i s a p p l i c a t i o n i s not b e i n g p r e m a t u r e l y 

f i l e d , i s i t ? 

A. We're l a t e i n t h e l i f e o f t h e r e s e r v o i r . 

Q. Do you b e l i e v e t h a t i f you were t o 

e f f e c t i v e l y w a t e r f l o o d t h i s u n i t , t h a t i t i s 

a p p r o p r i a t e t h a t t h i s program be implemented as soon 

as p o s s i b l e ? 

A. Yes, I do. 

Q. Were E x h i b i t s 14 t h r o u g h 17 e i t h e r prepared 

by you or compiled under your d i r e c t i o n ? 
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A. Yes, t h e y were. 

MR. CARR: A t t h i s t i m e , Mr. S t o g n e r , we 

w o u l d move t h e a d m i s s i o n o f Hanson O p e r a t i n g Company's 

E x h i b i t s 14 t h r o u g h 17. 

EXAMINER STOGNER: E x h i b i t s 14 t h r o u g h 17 

w i l l be a d m i t t e d i n t o e v i d e n c e . 

MR. CARR: T h a t c o n c l u d e s my d i r e c t 

e x a m i n a t i o n o f Mr. W i l l i s . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. W i l l i s , i n l o o k i n g a t y o u r C-108, 

E x h i b i t 17, y o u r l i s t o f a l l w e l l s w i t h i n a h a l f - m i l e 

r a d i u s , I assume t h a t ' s what t h i s i s ; c o r r e c t ? 

A. Yes. 

Q. What i s t h e t o p m o s t p e r f o r a t i o n t h a t you 

a n t i c i p a t e t o be i n j e c t i n g h e r e ? 

A. The t o p m o s t p e r f o r a t i o n ? 

Q. I n any o f t h e w e l l s o r on av e r a g e ? 

A. I t w o u l d be -- l e t me l o o k t h r o u g h h e r e and 

g e t i t . 2 4 69. 

Q. Do you a n t i c i p a t e i t t o v a r y much between 

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

A. Not t o o much. 2469 t o 2487, f o r t h e most 

p a r t on t h e Seven R i v e r s . Penrose w i l l be i n t h e 3100 

r a n g e . M i d d l e G r a y b u r g 3390, 3460. 
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Q. I n l o o k i n g t h r o u g h t h i s l i s t i n g o f w e l l s , I 

see some t h a t r e a l l y b l a t a n t l y s t a n d o u t and some t h a t 

a r e somewhat q u e s t i o n a b l e as f a r as t h e t o p o f cements 

on t h e p r o d u c t i o n c a s i n g . One i n p a r t i c u l a r on page 

25, t h e Creek AL No. 1 1 , I show t o p o f cement a t 

3252. I s i t my u n d e r s t a n d i n g t h a t i n j e c t i o n i n t e r v a l 

i s n o t cemented t h r o u g h o u t t h a t p a r t i c u l a r w e l l ? 

A. Creek AL 11 i s i n an a r e a t h a t we do n o t 

b e l i e v e t h e w a t e r f r o m t h e Seven R i v e r s w i l l e n c r o a c h 

upon. However, we w o u l d be most happy t o work w i t h 

t h e O i l Commission t o a s c e r t a i n t h a t i t does n o t . 

Q. And i f t h e r e a r e some o t h e r s i n t h e r e 

s u b s e q u e n t t o t h e h e a r i n g t o d a y t h a t t h i s D i v i s i o n 

f e e l s s h o u l d be ch e c k e d o u t i n t h e method i n w h i c h you 

s u g g e s t e d , w o r k i n g w i t h o u r A r t e s i a D i s t r i c t O f f i c e , 

t o e i t h e r s u b s t a n t i a t e t h a t t h e a d e q u a t e cement i s 

a c r o s s t h e r e o r p e r h a p s t h e i n j e c t i o n w a t e r i s n o t a 

danger? 

A. Yes, we d e f i n i t e l y w i l l . 

EXAMINATION 

BY MR. STOVALL: 

Q. You h e a r d t h e q u e s t i o n I asked y o u r 

g e o l o g i s t , I ' v e f o r g o t t e n h i s name, r e g a r d i n g t h e 

o p e r a t i o n o f t h i s as a s i n g l e u n i t and t h e e f f i c i e n c y 

o f i t ? 
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A. I t w o u l d be much more e f f i c i e n t t o o p e r a t e 

as a s i n g l e u n i t , . W e ' l l have a s i n g l e p l a n t f o r 

o p e r a t i o n s , and : . t w i l l be much more e f f i c i e n t h a n d l e d 

i n t h a t manner. 

Q. And you a r e r e q u e s t i n g c e r t i f i c a t i o n as a 

s e c o n d a r y r e c o v e r y u n i t f o r EOR t a x c r e d i t p u r p o s e s 

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

A. T h a t i s c o r r e c t . 

Q. A r e you f a m i l i a r w i t h t h a t p r o c e s s ? 

A. Not 100 p e r c e n t . I have went t h r o u g h some 

o f i t . 

Q. I t h i n k t h e c r i t i c a l p a r t , t h e p a r t t h a t 

you need t o be c o n c e r n e d w i t h , t h i s i s a new p r o j e c t , 

so you won't have a p r o b l e m w i t h t h a t p a r t o f t h e 

q u a l i f i c a t i o n . As a s e c o n d a r y p r o j e c t , you have a 

f i v e - y e a r p e r i o d f r o m t h e d a t e t h a t we c e r t i f y i t as 

an EOR p r o j e c t t o o b t a i n a p o s i t i v e p r o d u c t i o n 

r e s p o n s e . 

Your t e s t i m o n y was, you a n t i c i p a t e g e t t i n g 

t h i s p r o j e c t up and r u n n i n g and a c t u a l l y s t a r t 

i n j e c t i o n w i t h i n 90 days o f a p p r o v a l ? 

A. I m m e d i a t e l y . 

Q. And l o o k i n g a t , what i s i t , t h e W i l l i a m s o n 

s t u d y , i t l o o k s l i k e you a n t i c i p a t e g e t t i n g a r e s p o n s e 

w i t h i n , oh, two t o t h r e e y e a r s a t t h e most; i s t h a t 
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c o r r e c t ? 

A. We t h i n k t h a t would be t h e o u t s i d e t h a t we 

w i l l g et good response. I t h i n k , p e r s o n a l l y , we w i l l 

see i t much q u i c k e r than t h a t . 

Q. Sometimes i n t h e case of w a t e r f l o o d s , we/11 

not i s s u e t h e c e r t i f i c a t i o n u n t i l t h e o p e r a t o r i s 

ready t o commence i n j e c t i o n . I t sounds t o me i n t h i s 

case -- t h e reason f o r t h a t i s t o s i m p l y make sure 

you've g o t f i v e years of r e a l i n j e c t i o n t o get t h e 

response. I t sounds t o me i n t h i s case l i k e we can go 

ahead and i s s u e t h e c e r t i f i c a t e about t h e t i m e we 

iss u e t h e o r d e r , and t h a t t h a t t i m e i s not go i n g t o be 

a c r i t i c a l f a c t o r i n t h e o p e r a t i o n of t h i s f l o o d ; i s 

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

A. No, t h a t w i l l not be a c r i t i c a l f a c t o r . We 

are ready t o proceed. We are i n t h e w a i t i n g t i m e . 

The a p p l i c a t i o n s are f i l e d f o r t h e d r i l l i n g of 

a d d i t i o n a l w e l l s . We're ready t o go. 

Q. Do you also understand that in getting the 

positive production response, you not only have to get 

the response, but: you have to apply to us for a 

certification of that response within the five-year 

time period? '' 

A. Yes. 

Q. And I am assuming you're c o n s i d e r i n g t h e 
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e n t i r e u n i t area as t h e p r o j e c t area f o r t h e purpose 

of t h i s w a t e r f l o o d ? 

A. Yes, ve ar e . 

Q. So t h a t s h o u l d be t h e area t h a t ' s 

c e r t i f i e d ? 

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

Q. I ad v i s e you t h a t a t t h e ti m e t h a t you get 

a p o s i t i v e p r o d u c t i o n response, t h a t we w i l l l o o k a t ; 

the area t h a t i s a c t u a l l y r e s p o n d i n g , and t h a t t h a t 

area may be reduced f o r purposes of a t a x c r e d i t . 

Even though maybe you w i l l be a l l o w e d t o c o n t i n u e t o 

operate i n t h a t area, our c e r t i f i c a t i o n of t h e e n t i r e 

area as a p r o j e c t does not assure t h a t t h a t w i l l be 

c e r t i f i e d as t h e area e n t i t l e d t o t h e t a x c r e d i t based 

upon t h e f i l i n g c f your p r o d u c t i o n response? 

A. I understand. 

Q. Did t h a t make sense? 

A. Yes, i t d i d . 

MR. STOVALL: Oh, good. N o t h i n g f u r t h e r . 

FURTHER EXAMINATION 

BY MR. STOGNER: 

Q. I n r e f e r r i n g t o your E x h i b i t No. 15, t h a t ' s 

the p l a t showing the i n j e c t i o n w e l l s , t h e r e are t h r e e 

c o n v e r s i o n s , i f I read your a p p l i c a t i o n r i g h t . That's 

the Ute F e d e r a l 1, Pueblo F e d e r a l 1, and t h e No. 17 
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Ginsberg; i s t h a t c o r r e c t ? 

A. Those are e x i s t i n g w e l l s , yes. 

Q. Again, are those f a i r l y new d r i l l s ? 

A. The Ute and Pueblo were d r i l l e d w i t h i n t h e 

l a s t t h r e e y e a r s . The No. 17 I would guess s i x years 

o l d , o f f t h e t o p of my head. We w i l l r u n i n t e g r i t y 

t e s t s on a l l of thos e , a s c e r t a i n t h a t we are i n 

complete compliance w i t h a l l t h e OCD r e g u l a t i o n s , 

f e d e r a l r e g u l a t i o n s , p r i o r t o any i n j e c t i o n o f water. 

Q. But you do have some o l d e r w e l l s out t h e r e 

but n o t p l a n s f o r c o n v e r s i o n ; i s t h a t c o r r e c t ? 

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

Q. So w i t h t h e o l d e s t one be i n g s i x years o l d , 

th e s t e e l i s p r o b a b l y i n b e t t e r shape out t h e r e t h a n 

most w e l l s ? 

A. We t h i n k i t w i l l be v e r y e f f i c i e n t . 

Q. And t h e t u b i n g i s t o be 2-3/8's p l a s t i c 

coated? 

A. Yes. 

Q. No f r e s h w a t e r , i s t h a t c o r r e c t , no f r e s h 

water t o be u t i l i z e d ? 

A. We do not i n t e n d t o use f r e s h w a t e r , t h a t 

i s c o r r e c t . 

Q. What w i l l t h e source water again be? 

A. The source water w i l l come from two or 
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t h r e e e x i s t i n g w e l l s . 

Q. When you say e x i s t i n g w e l l s , what 

p r o d u c t i o n are t h e y from? 

A. Seven Rivers-Queen-Grayburg w e l l s t h a t have 

watered o u t , making an extreme amount of wate r , on 

page 3, paragraph 4 of 17. The Lanning F e d e r a l No. 4, 

shut i n , and t h e Lanning F e d e r a l No. 3 are shut i n . 

Q. Three and 4, Lanning? 

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

Q. And t h a t ' s i n S e c t i o n 25, a r e n ' t they? 

A. C o r r e c t . 

Q. Both --- i t appears t o be -- and they show 

up on your E x h i b i t No. 15. I show them t o be i n the 

east h a l f of t h e sout h e a s t q u a r t e r ; i s t h a t c o r r e c t ? 

A. That :LS c o r r e c t . 

Q. Those are your source water w e l l s ? 

A. That's where we're a t a t t h i s stage. We 

have another w e l l t h a t has good p o s s i b i l i t i e s . I n t h e 

event those two do not produce enough water, our No. 

16 Ginsberg, which i s s i t u a t e d i n t h e southwest of the 

southe a s t o f 25, t h a t w e l l f l o w e d tremendous amounts 

of brown water when we d r i l l e d i t , and we c o u l d use 

i t , i f i t ' s necessary. However, i n i n i t i a l s t age, we 

p r e f e r t o use t h a t as a r e c o v e r y w e l l . 

Q. One l a s t i t e m on your c a l c u l a t i o n s used t o 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

1 6 

17 

18 

19 

2 0 

2 1 

2 2 

2 3 

2 4 

25 

53 

show y o u r t o p o f cement on t h e w e l l s w i t h i n a h a l f -

m i l e r a d i u s , i s t h a t f o r m u l a t h a t y o u u t i l i z e d 

i n c l u d e d i n t h e p a c k e t o f e x h i b i t s t o d a y ? 

A. The --

Q. I n y o u r c o m p l e t i o n i n f o r m a t i o n , you show 

t h e t o p o f cement b e h i n d t h e p r o d u c t i o n s t r i n g s i n 

s e v e r a l i n s t a n c e s , , and t h a t was p e r f o r m e d by 

c a l c u l a t i o n . Were t h o s e y o u r c a l c u l a t i o n s ? 

A. Yes, t h e y were o ur c a l c u l a t i o n s . 

Q. I s t h a t f o r m u l a t h a t you u t i l i z e d i n 

c a l c u l a t i n g t h o s e t o p s i n c l u d e d i n h e r e , i n t h e p a c k e t 

t o d a y ? 

A. I d o n ' t t h i n k t h e r e ' s a f o r m u l a i n c l u d e d . 

MR. CARR: Mr. S t o g n e r , I t h i n k we c o u l d 

s u p p l y i t . I ' v e l o o k e d a t t h e e x h i b i t as w e l l . I 

d o n ' t b e l i e v e t h e f o r m u l a i s s e t o u t t h e r e . 

EXAMINER STOGNER: T h a t ' s what I'm g e t t i n g 

i t . I f i t ' s n o t i n c l u d e d , i f you c o u l d p r o v i d e me 

t h a t c a l c u l a t i o n method, I w o u l d a p p r e c i a t e i t . 

I d o n ' t have a n y t h i n g f u r t h e r a t t h i s 

t i m e . 

Any o t h e r q u e s t i o n s o f Mr. W i l l i s ? 

MR. CARR: No f u r t h e r q u e s t i o n s . 

EXAMINER STOGNER: He may be exc u s e d . 

Any o t h e r q u e s t i o n s o f Mr. Hammonds, Mr. 
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F i t z s i m m o n s ? 

MR. CARR: No f u r t h e r q u e s t i o n s . 

EXAMINER STOGNER: N o t h i n g h e r e . 

Do y o u have a n y t h i n g f u r t h e r , Mr. C a r r ? 

MR. CARR: N o t h i n g f u r t h e r , Mr. E x a m i n e r . 

EXAMINER STOGNER: Does anybody e l s e have 

a n y t h i n g f u r t h e r i n c o n s o l i d a t e d c a s e s Nos. 10685 and 

10686? I f n o t , t h e n t h e s e cases w i l l be t a k e n u n d e r 

a d v i s e m e n t . 

L e t ' s t a k e a 20 m i n u t e r e c e s s . 

I do hereby certify thai the foregoing Is 
a complete record of the proceedings fa 
the Examiner hearing ofxfase Nas _5__ 

OH Conservation Division 
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