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STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING CALLED -‘WNM“n}xl-
BY THE OIL CONSERVATION DIVISION FOR o

THE PURPOSE OF CONSIDERING:
CASE: 14735

APPLICATION OF APACHE CORPORATION FOR APPROVAL OF A UNIT
AGREEMENT, LEA COUNTY, NEW MEXICO.

o T
o O
: <
REPORTER'S TRANSCRIPT OF PROCEEDINGSY? ==
EXAMINER HEARING B K:j
September 29, 2011 U S
Santa Fe, New Mexico —_ S
' w3
o

BEFORE : WILLIAM V. JONES, Technical Examiner
DAVID K. BROOKS, Legal Examiner

This matter came on for hearing before the New
Mexico 0Oil Conservation Division, WILLIAM V. JONES, Technical
Examiner, and DAVID K. BROOKS, Legal Examiner, on September
29, 2011, at the New Mexico Energy, Minerals and Natural
Resources Department, 1220 South St. Francis, Drive, Room
102, Santa Fe, New Mexico.

Paul Baca Professional Court Reporters
500 Fourth Street, NW, Suite 105
- Albuquerque, New Mexico 87102
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A PPEARANCES

FOR THE APPLICANT:

JIM BRUCE

P.O. Box 1056

Santa Fe, NM 87504-105¢6

INDEHZX
EXHIBITS
EXHIBITS 1 THROUGH 4 ADMITTED ’ _ 11
MICHELLE HANSON :
Direct by Mr. Bruce 4 : 03

KEITH McKAMEY

Direct by Mr. Bruce - o 08

T
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Page 3 |
1 EXAMINER JONES: Now, let's start out on Page 2 of i

2 the docket. Let's call Case 14735{ applica;ion of Apache %
3 Cofporation for approval of a unit agreemént in Lea County, 3
4 New Mexico. Call for appearances.

5 - : MR. BRUCE: Mr. Examiner, Jim Bruce of Santa Fe

6 represénting the applicant. I have two witnesses.

7 o - EXAMINER JONES: Any other appearances?

8 _ (No response.)

9 j :_ EXAMINER JONES: Will the witnesses please stand and
10 state,ybur names.

11 _ | MS. HANSON: Michelle_Hansonf‘

12 : MR. MCKAMEQ: Kéith McKamey.

13 EXAMINER JONES: All right. Will: the court reporter

14 please swear the witnesses.

15 v (Oéth administered.)

16 | MICHELLE HANSON _.
17 (Having been sworn, testified as follows:) f
18 . | DIRECT EXAMINATION ?

19 BY MR. BRUCE:

20 - _ Q.‘ Would you please state your:name'for the fecord?
21_. A. Michelle Hanson.

22 Q. And where do you reside?

23 A Midland, Texas.

24 Q. Who do you work for and in what capacity?

25 - A, I'm a landman for Apaché Corporation.

....... e e
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1 Q. Have you previously testified before the Division?
2 A. Yes.

-3 Q. And were your credentials as an expert landman

4 accepted as a mattér of record? |

5 A. Yes.

6 ‘ Q. lAre you familiar with the 1énd matters involved in

7 this application? .

8 A. ° Yes.

9 . 'MR.'BRUCE: Mr. Examinér, I would tender Ms. Hanson
10 és expert petroleum landman;

11 - VEXAMINER'JQNES: She is so qualified.

12 Q. = Would you briefly summarize what Apache seeks in

13 this caéé? |

14 ‘A. Apache seeks approval of the.Unit Agfeéméht for the

15 West Tatum State Exploratory Unit, covering 4,440 acres of

16 state lands in Lea County.

17 Q ~ And what is Exhibit 1°?

18 - A, :Exhibitvl is the land plat showing the proposed unit
19 boundaries. If I may point éut that for Exhibit 1 the tract
20 numbers- have Changed and the correct land plat.is actua}ly

21  attached as Exhibit A to the unit agreement.

22 Q. Okay. But this does correctiy show the outlines?
23 'v. A. . Yeé; sir. -

24 Q. And then what is Exhibit 2?

25 A. Exhibit 2 is the unit agreément designatihg Apache

T e
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Page 5 :

Q. And is this on the form approved by the Commissioner
of Public Lands? | é

A. Yes, it is. ;

Q. And in fofms like this, all you do is fill in the ;

A. Yes.

Q. What is the unitizéd interval?-

A. . The unit aéreemént covers all depths; ;
Q ‘And'what.depth will the initial well test?’ §
A. The initial well will test the Abo Formation. §
Q ﬁow,~looking at the unit agreement, Exhibit B to thé}f?

unit agreement, who are the working interest owners in the.

unit?

A.

both‘with a 50 percent working interest.

Q. Aﬁd.this agreement has been e#ecuted'bf Apache,_
already? .

A;. Yes.

Q. HasIPerdernalés:executed it or will be?

A. They havé already.

Q. There are also several errriding royélty interest

owners listed in the exhibit. What is the status of their
ratification of the unit?

A.

Apache Corporation and Perdernales Production LP, |

They have. approved.

PAUL BACA PROFESSIONAL COURT REPORTERS
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this area?

Q.

A.

Q.
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And has the unit agreement previously been submitted

Yes, it has.

And is the land office the only royalty owner in

A. Yes.

Q. Has the land office prelimiharily>approved the unit .
agreement?

A. They have,‘and it is markea Exhibit 3.

Q. .Because.of'the voluntary joinder of,the interest

owners, does Apache control sufficient interest to give it

effective control of the unit area?

A.

Q.

Yes. . ' . R

And, in your opinion, will the granting of this

application be in the interest of conservation and the

prevention of waste?

A.

Q.

Yes.

Were Exhibits 1 through 3.prepared by you or under .

your direction or compiled from company business records?

A. Yes.

Q. Does Apache requéét exéedited appréval of ﬁhe unit
agreement? |

A. We do.

Q. And why 1s that?

A. We have a location staked and permitted, and we are

45fbeabb-e5ac-4a7b-b575-5d258d199de9 -
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1 ready -- ready to drill it.
2 EXAMINER JONES: Ready to go.
3 MR. BRUCE: Mr. Examiner, if T may, I will e-mail

4 this to you, I have proposed a form of order based on the
5 prior Division ordere. | |
1 6 EXAMINER JONES: Okay.
7 - MR. BRUCE: As i said, I will e-mail that to you
8  when I get back te the office. I ﬁave no further questions
9 of the witness.
:iO : _ EXAMINER JONES: This -- say ageinA—-.Exhibit A has
‘il been;transtrmed into a'neQ:Exhibit_A?
12 ' _ THE WITﬁESS: Exhibit ——Awell, the only difference
13 is‘the tract numbers. |
>14 _. EXAMINER JONES: 'Tract, okay.‘ So which one is
15 eorrect?k. |
16 THE WITNESS: The one that is attached to the unit
17 agreemeht, which is Exhibit 2, the one attached as Exhibit B
18 @ to the unit agreement. B
19 EXAMINER JONES: So Exhibit Number 1 is not correct?
20 . _ THE WITNESS: The outline is correct, justAnot the
21 tfact number de81gnations
22 - . .EXAMINER JONES: Okay
23 THE WITNESS: And the reason I -- we did that is
24 when we ﬁet with the State‘Lend,Office, they reQuested'that T

25 list in the Exhibit B, in order of the leases that were
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expiring first to last, and that's the oﬁly change.
| EXAMINER JONES: Any questions? |
EXAMINER BROOKS: No questions.
'EXAMINER JONES: Thank you.
 THE WITNESS: Uh-huh. Thank you.
KEITH MCKAMEY
'kHaving been sworn, testified as follows:)
DIRECT EXAMINATION -
BY MR. BRUCE:

Q. - Good morning. = Would you pléase state your name and_.

city of residence for the record?

A. Keith McKamey, Midland, . Texas.
Q.  Who do you work for and in what capacity?
A, "Apache.' I'm a senior new ventures geologist,

northwest shelf.

Q. Have you previously testified before the Division?
A.' Yes, I have.
Q. . Were your credentials as an expert petroleum

i : Yes, they were.
Q. And this unit area is in your area 5f responsibility - ;
of Apache? |
A....Yes, it'isdk

'MR. BRUCE: Mr. Examiner, I tender Mr. McKamey as an

expert petroleum geologist.

PAUL BACA PROFESSIONAL COURT REPORTERS
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EXAMINER JONES: So qualified. : »

Q. Mr.:McKamey, I will basically ask you one guestion.
éould you identify Exhibit 4 and describe the geology and the
target zone in this aree?

A. Sure. ‘EXhibit 4 is composed of four pages, the

executive summary on the top. The second page is a double X

and the fourth page is a cross section. It's a stratigraphic-
cross seetion'north to south.-

"In’the executivelsumﬁary, I outline Qhat.the.tafget
objective isﬁe It'e'e tight, discontinuous,interbedded
doloﬁite limestone interval wiﬁhin the Abo. .I have listed .
three wells eurrounding and within the exploration unit. The

first well in Sectidn 11 is outside the unit. There is an

old Morrow dry_hole.. No tests were taken in that well.

The second well listed in the executive summary is a
well wiﬁhiﬁ the unit ih Section 26. It was completed as a
dry hole in 1956, There were five tests run?‘ None of.them
were economic.

' And thekfhifd well listed in the execﬁtive summary
is aewell te‘the southwest of the unit.. It was cempieted in
1985L' Three tests were run on that well, but no commercial
value Was‘found in that well.

| If you will turn‘to the second page, which is the

structure map on the XX, it shows'simple southeast dip to --

45fbeabb-e5ac-4a7b-b575-5d258d199de9
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‘anticipate that the dolomite zone is just updip from that

-welle. The well on the far left is the well on the north end -

~of the project. It's out51de the unlt in. ‘Section 11. ‘The
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toward the basin. The XX marker is a common stratigraphical
marker we use to pick structure.' It's about 150, 200 feet
below the zone‘of.intereet, but it's very near the zone of
interest.

You will see‘theAcross section illustrated on both>
this XX.structure map, as well as the hext map that I would
like for yoh to turn to: It's the Abo A Isoporosity Map.
There are only three wells{ so there is not:a whole lot of
control. The only thing I would like to point out is to the

east and off the map there is a limestone barrier, so we

limestone barrier, and based on the control we have, we have
identified a potentially thick Abo interval that we want to
target with our first exploration well.

The last page is a cross section of'those three‘

well was pretty tight'and non -- probably non-producti#e.

The weli in the middle is the one within the unit. . The three
yellow.stringers at the Very topvis the Abo A we are
targeting" And the well on the far right is the well to the
south and west off the exploratory unit area, and that well

has dolomite porosity as well, so we think that that may

extend that far off the edge of the feature, but it basically

shows it's very discontinuous, and it's very tight carbonate

o s
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-EXhlbltS 1 through 4.

Page 11
interval.
Q. Looking back at the-—— at the isoporosity map, does
that identify the initial well for the unit?
A. It does. The well is in the west half west half of
26-12-35.
Q.. And was it loeated theie to keep it.near the nearest
well control unit? | | |
A. Absolutely.
’lAQ. Is that rlght?A In your opinion, will the granting

of_this application be ln the intefeetlof ceﬁservation and
the preveﬁtion of waste?
A. Yes, it will.
| Q. And will the unit area and the drilling in the unit
area.allow orderly development of this reservoir develops as
eommetc1al --
A, Yes;.it will..
Q. Walexhibit‘4 prepared.by you or'ﬁndef your
supervision? a A
.A. It wae.

MR.‘BRUCE:- Mr. Examlner, I have no further-

EXAMINER JONES: Exhibits 1 through 4 will be
admitted.

(Exhibits 1 through'4 admitted.)e.

N o B o TS
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: Page 12
EXAMINER JONES: - Where is the top of the Wolfcamp?

THE WITNESS: The top of the Wolfcamp is typically

at this top of the limestone interval, and it's marked in

~blue. It's a blue dashed line. And the well in the middle,

.it'sjright below those. three yellow stringers, if you will

notice.
' EXAMINER JONES: The blue dashed line on the --
THE WITNESS: On the cross section.
‘EXAMINER JONES: On the crossvsectioh.
THE WITNESS: And it is identified on the side of
;the iog'as the 1imeétone -- Wolfcamp Limestone marker.
- t'»EXAMINER’JONEs:_vokay.7'SO is this Abo, or is it
‘Wdlfcamﬁé o

'THE WITNESS: It's Abo.
. EXAMINER JONESE_ It's définitely in the lower Abo?

THE WITNESS: 'Yeah;, Wé intend to complete in that

upper zone above that Wolfcamp Limestone.

- EXAMINER JONES: Okay.

THE WITNESS: Now, the Wolfcamp Limestone marker, I

might point out, is an industry_term.. It's not really tied

_to péleo, so it's just a term that weée use. In fact, the

Wolfcamp may bé’several hundred feet below that.
'EXAMINER JONES: Okay. . So all caps would agree with
this pretty much?

THE WITNESS: .Certainly the Abo markers that I had

- PAUL BACA PROFESSIONAL COURT REPORTERS
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Page 13

picked are all local to Apache. The others are all industry
adcepted.

- EXAMINER JONES: So -- okay. Okay. I don't have

any mdte'quéstions.
EXAMINER BROOKS: No questions.
EXAMINER JONES: Thank you very much. 
) MR: BRUCE;"That's all I have;'Mr.'EXaminer.
 EXAMINER JONES: Thank you, Mr. Bruce. With that,
Welwi11 také case-l4735 uﬁder advisement .

* * X * %
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1 © REPORTER'S CERTIFICATE i
2
3 - I, IRENE DELGADO, New Mexico CCR 253, DO HEREBY

4 CERTIFY THAT ON September 29, 2011, proceedings_in the-

5 above—captionedocase'were taken before me and that I did

6 repoft_in etenogrephic_shotthand the proceedings set forth

7 herein,.and the foregoing pages are a true and correct

8 transcrlptlon to the best of my ability.

9 'i_ : I FURTHER CERTIFY that I am neither employed by nor .
16 ‘related ‘to nor contracted w1th any of the parties or

11 attorneys in this case and that I have no interest'whatsoeyer
12 in. the final dispoeition of this case in any court. |

13 | |

14 . WITNESS MY HAND this day.of October 2011.
15 |

16

17

Irene Delgado, CCR /253
Expires: 12-31-20
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