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1 (9:19 a.m.) 

2 EXAMINER BROOKS: At t h i s time, w e ' l l c a l l 

3 Case Number 14914, a p p l i c a t i o n of Celero Energy I I , LP 

4 f o r a s t a t u t o r y u n i t i z a t i o n , Chaves and Lea Counties, 

5 New Mexico. And I would assume probably we want t o 

6 consolidate t h a t w i t h 14915. 

7 MR. BRUCE: Why are those being c a l l e d 

S f i r s t ? 

9 EXAMINER BROOKS: Well, because 

10 Mr. Ezeanyim has time l i m i t a t i o n s . We need a t e c h n i c a l 

11 examiner f o r those cases. Whereas, I can handle the 

12 others by myself. 

13 So you can s h i f t gears and we can, l e t ' s 

14 take a 15-minute break. 

15 (Break taken, 9:19 a.m. t o 9:34 a.m.) 

16 EXAMINER BROOKS: Very good. Back on the 

17 record. 

18 At t h i s time, w e ' l l c a l l Case Number 14914, 

19 a p p l i c a t i o n of Celero Energy I I , LP f o r s t a t u t o r y 

2 0 u n i t i z a t i o n , Chaves and Lea Counties, New Mexico. 

21 And, Mr. Bruce, do you want me t o go ahead 

22 and c a l l Number 14915? 

23 MR. BRUCE: Yes, s i r . 

24 .EXAMINER BROOKS: C a l l Case Number 14915, 

25 a p p l i c a t i o n o f Celero Energy I I , LP t o i n s t i t u t e a 
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1 w a t e r f l o o d p r o j e c t and t e r t i a r y recovery p r o j e c t f o r the 

2 North Caprock Celero Queen Unit Area, Chaves and Lea 

3 Counties, New Mexico. 

4 C a l l f o r appearances i n both those cases. 

5 MR. BRUCE: Mr. Examiner, Jim Bruce of 

6 Santa Fe rep r e s e n t i n g the Ap p l i c a n t . I have two 

7 witnesses. 

a jzi/i^-u'i J.IVILI\ DJ\UUI\.O : Any ocner appearances. 

9 V e r y g o o d . 

10 Would the witnesses stand and i d e n t i f y 

11 themselves f o r the record? 

12 MR. LODGE: I'm John Lodge. 

13 MR: PARKHURST: David Parkhurst. 

14 (Witnesses sworn.) 

15 JOHN ELTON LODGE, 

16 a f t e r having been p r e v i o u s l y sworn under oath, was 

17 questioned and t e s t i f i e d as f o l l o w s : 

18 DIRECT EXAMINATION 

19 BY MR. BRUCE: 

2 0 Q. Mr. Lodge, can you please s t a t e your f u l l name 

21 and c i t y of residence? 

22 A. Yes. My name i s John E l t o n Lodge. I l i v e i n 

23 Midland, Texas. 

24 Q. Who do you work f o r and i n what capacity? 

25 A. I work f o r Celero Energy i n the capacity of 
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1 v i c e president of land. 

2 Q. And by pr o f e s s i o n , what are you? 

3 A. I'm a landman. 

4 Q. And have you p r e v i o u s l y t e s t i f i e d before the 

5 D i v i s i o n as a landman? 

6 A. Yes, I have. 

7 Q. And were your c r e d e n t i a l s as an expert 

8 petroleum landman accepted as a matter of record? 

9 A. Yes, they were. 

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

11 i n v o l v e d i n these cases? 

12 A. Yes. 

13 MR. BRUCE: Mr..Examiner, I tender 

14 Mr. Lodge as an expert petroleum landman. 

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

16 

17 Q. (BY MR. BRUCE) Mr. Lodge, could you summarize 

18 what Celero seeks i n these two cases? 

19 A. Yes. I n Case 14914, Celero seeks t o s t a t u t o r y 

20 u n i t i z e a l l the i n t e r e s t s i n the Queen formation 

21 u n d e r l y i n g the proposed North Caprock Celero Queen Unit 

22 Area. I t ' s comprising approximately 2,8046.66 acres of 

23 s t a t e and fee lands i n Chaves and Lea Counties, New 

24 Mexico. 

25 I n Case 14915, Celero seeks t o approve - -
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1 seeks approval t o i n s t i t u t e a w a t e r f l o o d t e r t i a r y 

2 recovery p r o j e c t f o r the u n i t I j u s t described. 

3 Q. Was the land we're here about p r e v i o u s l y 

4 u n i t i z e d ? 

5 A. Yes, i t was. 

6 Q. And i t was a Queen u n i t ; was i t not? 

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

8 Q. What i s the s t a t u s of t h a t u n i t ? 

9 A. That u n i t terminated; production ceased. A l l 

10 the leases i n t h a t o l d c e n t r a l u n i t terminated. Celero 

11 has subsequently gone i n and acquired leases over t h i s 

12 acreage, covering 100 percent of the working i n t e r e s t i n 

13 the proposed u n i t area. 

14 Q. Could you i d e n t i f y E x h i b i t 1 and describe i t 

15 f o r the Examiner? 

16 A. Yes. E x h i b i t 1 i s a land p l a t t h a t i d e n t i f i e s 

17 11 separate t r a c t s t h a t w i l l comprise the u n i t area. 

18 • Also attached i s a l e g a l d e s c r i p t i o n of those respective 

19 11 t r a c t s . 

20 EXAMINER EZEANYIM: Excuse me. I need t o 

21 understand something here about t h i s u n i t . I s t h i s an 

22 o l d u n i t t h a t has been approved, but now you want some 

23 more approval? What i s going on? 

24 THE WITNESS: No. The o l d u n i t 

25 terminated -- p r e v i o u s l y terminated. 

~ ~ ~ ~ as^^SsS-it^ 
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1 EXAMINER EZEANYIM: I s t h a t the Drickey 

2 Queen? 

3 THE WITNESS: No. No. I t was the North 

4 Caprock, a one-unit design, I be l i e v e i s c o r r e c t . 

5 EXAMINER EZEANYIM: But the Drickey Queen 

6 i s s t i l l there? 

7 THE WITNESS: Oh, yes. I t ' s located t o the 

8 south. 

9 EXAMINER EZEANYIM: To the south. But t h i s 

10 i s an o l d u n i t t h a t terminated, and you want t o 

11 r e i n s t a t e ? I s t h a t what you said? 

12 THE WITNESS: Not r e a l l y r e i n s t a t e . 

13 MR. BRUCE: Not r e a l l y r e i n s t a t e . 

14 EXAMINER EZEANYIM: What are you seeking? 

15 MR: BRUCE: We are t o t a l l y u n i t i z i n g i t 

16 anew; we have a new u n i t agreement, everything. 

17 EXAMINER EZEANYIM: Oh. 

18 MR. BRUCE: A l l the leases t h a t Mr. Lodge 

19 t e s t i f i e d -- a l l the p r i o r leases expired; everything i s 

2 0 new. 

21 EXAMINER EZEANYIM: Oh, okay. I was 

22 wondering why you want t o do t h a t i f you have already 

23 u n i t i z e d them before. 

24 THE WITNESS: Yeah. 

25 EXAMINER EZEANYIM: I see. 
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1 Q. (BY MR. BRUCE) What i s E x h i b i t 2, Mr. Lodge? 

2 A. E x h i b i t 2 i s the proposed u n i t agreement. I t ' s 

3 a standard u n i t agreement t h a t i s proposed by and used 

4 by the State Land O f f i c e . I t ' s s i m i l a r t o other u n i t 

5 agreements. I t ' s been p r e v i o u s l y approved by the 

6 D i v i s i o n . The u n i t agreement describes the u n i t area 

7 and the u n i t i z e d formation. The u n i t i z e d substances 

8 w i i i include a i l of the o i l and gas produced from the 

9 u n i t i z e d formation, and the designated u n i t operator i s 

10 Celero Energy I I , LP. 

11 Q. And i s the u n i t i z e d i n t e r v a l described i n 

12 Section 2(d) of the u n i t agreement? 

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

14 Q. Now, l e t ' s b r i e f l y discuss ownership of the 

15 t r a c t s i n the u n i t area. W i l l you describe the t r a c t 

16 ownership and how you determine the names of the 

17 i n t e r e s t owners? 

18 A. We checked the records, the p u b l i c records t h a t 

19 were a v a i l a b l e f o r the ownership i n the e x i s t i n g leases 

20 as p r e v i o u s l y i n d i c a t e d . I t was done on a 

21 t r a c t - b y - t r a c t basis. And we checked our own f i l e s . We 

22 c u r r e n t l y own 100 percent of the working i n t e r e s t i n a l l 

23 the lands t o be included i n the u n i t area r e l a t i v e t o 

24 the u n i t i z e d formation. 

25 Q. And each t r a c t i s comprised of separate common 
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ownership; i s t h a t correct? 

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

3 Q. And there i s one lease, s t a t e or fee, covering 

4 each t r a c t ; i s t h a t correct? 

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

6 Q. How many i n t e r e s t owners are there i n the u n i t 

7 area? 

8 A. There i s one working i n t e r e s t owner. 

9 Q. And how many r o y a l t y owners? 

10 A. There are two r o y a l t y i n t e r e s t owners. 

11 Q. And how many o v e r r i d i n g r o y a l t y owners? 

12 A. 11 o v e r r i d i n g r o y a l t y owners. 

13 Q. And you s t a t e d t h a t Celero i s the only working 

14 i n t e r e s t owner? 

15 A. That i s c o r r e c t , yes. 

16 Q. Do you seek t o s t a t u t o r i l y u n i t i z e the 

17 s i n g l e - f e e r o y a l t y owner, as w e l l as a l l of the 

18 o v e r r i d i n g r o y a l t y owners? 

19 A. Yes. 

20 Q. Has the Commissioner of Public Lands 

21 p r e l i m i n a r i l y approved the u n i t ? 

22 A. Yes, they have. 

23 Q. I s t h a t r e f l e c t e d i n E x h i b i t 3? 

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

25 Q. Can you i d e n t i f y E x h i b i t s 4A and 4B f o r the 

i 
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Examiner? 

2 A. 4A and 4B i s a copy of the request f o r 

3 r a t i f i c a t i o n of the u n i t agreement t h a t I sent out t o 

4 the o v e r r i d i n g r o y a l t y i n t e r e s t owners, as w e l l the 

5 record t i t l e i n t e r e s t owners covering the lands w i t h i n 

6 the u n i t area. 

7 Q. And E x h i b i t 4B i s --

8 A. 4B i s the record t i t l e owners. 4A i s the 

9 o v e r r i d i n g r o y a l t y owners. 

10 Q • Does the State Land O f f i c e require record t i t l e 

11 owners t o r a t i f y the u n i t agreement? 

12 A. Yes. 

13 Q. Even i f they don't own a working i n t e r e s t ? 

14 A. Yes. 

15 Q. Now, t h i s u n i t i z a t i o n i s being done on short 

16 n o t i c e Did you describe why? 

17 A. We've got leases t h a t are going t o exp i r e , and 

18 t h a t ' s the reason f o r our request f o r expedient handling 

19 of the matters. 

20 Q. Have any of the i n t e r e s t owners expressed any 

21 disagreement w i t h the u n i t i z a t i o n ? 

22 A. No, none of them have. 

23 MR. BRUCE: Mr. Examiner, f o r your 

24 i n f o r m a t i o n , t h i s i s an anomalous -- even though i t ' s a, 

25 secondary recovery u n i t , there i s c u r r e n t l y no 
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production on the u n i t . 

2 EXAMINER BROOKS: Okay. 

3 MR. BRUCE: And t h a t i s the reason f o r the 

4 requested expedited approval. We need t o get everything 

5 approved by November 1, i n c l u d i n g from the Land O f f i c e , 

6 so t h a t the d r i l l i n g a c t i v i t i e s t h a t are c u r r e n t l y 

7 underway on the u n i t w i l l preserve a l l the acreage i n 

8 the u n i t . 

9 EXAMINER EZEANYIM: What do you mean 

10 November 1? You want the order by November 1? 

11 MR. BRUCE: For the u n i t i z a t i o n p o r t i o n . 

12 For the u n i t i z a t i o n p o r t i o n , yes, because there are a 

13 number of leases t h a t are e x p i r i n g . 

14 EXAMINER EZEANYIM: By November 1? 

15 MR. BRUCE: By November 1. And i f i t ' s 

16 u n i t i z e d , the Land O f f i c e w i l l continue a l l those i n 

17 e f f e c t . 

18 EXAMINER BROOKS: Yes. I was a l e r t e d t o 

19 t h i s n ecessity before you came i n , Mr. Ezeanyim. 

20 EXAMINER EZEANYIM: Okay. 

21 EXAMINER BROOKS: And we've t a l k e d t o the 

22 court r e p o r t e r about g e t t i n g a t r a n s c r i p t and everything 

23 else, too. 

24 EXAMINER EZEANYIM: Okay. 

25 Q. (BY MR. BRUCE) Mr. Lodge, assuming f i n a l 
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1 approval from the Land O f f i c e , have at l e a s t 75 percent 

2 of the working i n t e r e s t owners and separately at leas t 

3 75 percent of the r o y a l t y , plus o v e r r i d i n g r o y a l t y 

4 owners agreed t o u n i t i z a t i o n as r e q u i r e d by the statute? 

5 A. Yes. 

6 Q. And what i s E x h i b i t 5? 

7 A. E x h i b i t 5 i s a copy of a u n i t operating 

8 agreement t h a t has been d r a f t e d f o r t h i s respective 

9 North Caprock Celero Queen Uni t . I t sets f o r t h the 

10 normal a u t h o r i t i e s and du t i e s of an operator, as w e l l as 

11 the enforcement and expenses between working i n t e r e s t 

12 owners. Since Celero i s 100 percent working i n t e r e s t 

13 owner, we d i d n ' t see t h a t there was a r e a l need f o r the 

14 u n i t o p e r a t i n g agreement, but the s t a t u t e s appear t o 

15 r e q u i r e one, so we have provided one. 

16 Q. And w i l l the next witness discuss t r a c t 

17 p a r t i c i p a t i o n under the u n i t agreement? 

18 A. Yes. 

19 Q. And was n o t i c e of the u n i t i z a t i o n hearing given 

2 0 t o a l l of the i n t e r e s t owners i n the u n i t other than 

21 Celero and the State Land Office? 

22 A. Yes. 

23 Q. And i s t h a t r e f l e c t e d i n E x h i b i t 6? 

24 A. Yes. 

25 MR. BRUCE: Mr. Examiner, i f you look at 

PAUL BACA PROFESSIONAL COURT REPORTERS 
544e6e80-62fa-4656-bbd6-58edc491ba34 



Page 13 

1 E x h i b i t 6, the l a s t two pages, there were two notic e 

2 l e t t e r s t h a t came back. 

3 Q. (BY MR. BRUCE) With respect t o those i n t e r e s t 

4 owners, Mr. Lodge, what d i d you do? 

5 A. We contacted them, gave them copies of the 

6 correspondence t h a t had been attempted t o be de l i v e r e d 

7 t o them. We also got them t o sign a waiver of notic e 

8 r e l a t i v e t o the a p p l i c a t i o n s f o r the proceedings. 

9 Q. And are the waivers from those i n t e r e s t owners 

10 submitted as E x h i b i t 7? 

11 A. Yes. 

12 Q. Were E x h i b i t s 1 through 7 prepared by you or 

13 under your d i r e c t i o n or compiled from company business 

14 records? 

15 A. Yes. 

16 Q. And i n your o p i n i o n , i s the g r a n t i n g of t h i s 

17 a p p l i c a t i o n i n the i n t e r e s t of conservation and 

18 p r e s e r v a t i o n of waste? 

19 A. Yes. 

2 0 MR. BRUCE: Mr. Examiner, move f o r the 

21 admission of E x h i b i t s 1 through 7. 

22 EXAMINER BROOKS: 1 through 7 are admitted. 

23 (Celero E x h i b i t Numbers 1 through 7 were 

24 o f f e r e d and admitted i n t o evidence.) 

25 MR. BRUCE: I have no f u r t h e r questions of 
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1 the witness. 

2 EXAMINER BROOKS: Very good. And I don't 

3 b e l i e v e I have any questions e i t h e r . 

4 Mr. Ezeanyim? 

5 EXAMINER EZEANYIM: No questions. 

6 DAVID A. PARKHURST, 

7 a f t e r having been p r e v i o u s l y sworn under oath, was 

8 questioned and t e s t i f i e d as f o l l o w s : 

9 DIRECT EXAMINATION 

10 BY MR. BRUCE: 

11 Q. Would you please s t a t e your f u l l name and c i t y 

12 of residence? 

13 A. My name i s David A. Parkhurst, and I am from 

14 Midland, Texas. 

15 Q. Who do you work f o r and i n what capacity? 

16 A. I work f o r Celero Energy I I , LP, and I'm an 

17 engineer. 

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

19 D i v i s i o n as a petroleum engineer? 

20 A. Yes, s i r . 

21 Q. And were your c r e d e n t i a l s as an expert accepted 

22 as a matter of record? 

23 A. Yes. 

24 Q. And are you f a m i l i a r w i t h the engineer ing 

25 mat ters r e l a t e d t o these a p p l i c a t i o n s ? 

PAUL BACA PROFESSIONAL COURT REPORTERS 
544e6e80-62fa-4656-bbd6-58edc491ba34 



Page 15 

1 A. Yes. 

2 MR. BRUCE: Mr. Examiner, I tender 

3 Mr. Parkhurst as being an expert i n petroleum 

4 engineering. 

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

6 Q. (BY MR. BRUCE) Mr. Parkhurst, we have an 

7 e x h i b i t marked as E x h i b i t 8. I t contains a l o t of data. 

8 Rather than me having t o i n t e r r u p t you, can you run 

9 through the e x h i b i t , and h i t maybe the high p o i n t s of 

10 what the proposed u n i t i z a t i o n and wate r f l o o d t e r t i a r y 

11 recovery intends t o achieve? 

12 A. Okay. I f y o u ' l l look, there i s a map on the 

13 f i r s t s l i d e , and y o u ' l l see i n yellow, as you had 

14 mentioned e a r l i e r , the Drickey U n i t i s j u s t south of the 

15 Rock Queen. I w i l l p o i n t out t h a t the Federal V and the 

16 T r i g g U n i t s have now been incor p o r a t e d i n t o the Drickey 

17 U n i t . And the u n i t t h a t we're going t o t a l k about today 

18 i s the North Caprock U n i t . You can see i t up there i n 

19 the gray. So we own ev e r y t h i n g i n the yellow, and then 

20 we're seeking u n i t i z a t i o n on the North Caprock Unit I . 

21 I w i l l p o i n t out t h a t there are two North 

22 Caprock U n i t s , a I and a I I , and i t ' s located j u s t south 

23 of the North Caprock Uni t I . 

24 The next s l i d e i s a s l i d e of the C02 

25 i n f r a s t r u c t u r e t h a t ' s i n the Permian Basin and the 
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1 Caprock l o c a t i o n . You can see r e l a t i v e t o the r e s t of 

2 the i n f r a s t r u c t u r e , we had put i n an 18-mile l i n e 

3 d i r e c t l y from the Cortez p i p e l i n e , down t o the Caprock 

4 f i e l d . 

5 I n l o o k i n g at the geology -- I ' l l go over 

6 t h i s f a i r l y q u i c k l y -- our discovery w e l l i s the 

7 Livermore #1 D, discovered i n 1940. This Queen Sand i s 

8 about 3,000 f e e t deep, and you have an average p o r o s i t y 

9 w i t h 15 and 20 percent. The p e r m e a b i l i t y ranges from 

10 5 t o 500 m i l l i d a r c y , and on the average thickness, about 

11 20 f e e t , w i t h about 10 f e e t of t h a t being pay -- net 

12 pay. 

13 And secondary recovery operations were 

14 i n i t i a t e d i n 1956. The e n t i r e f i e l d has been under 

15 f l o o d at one time or another. There were 13 d i f f e r e n t 

16 u n i t s o r i g i n a l l y i n the Caprock f i e l d , a l l u t i l i z i n g 

17 80-acre, 5-spot p a t t e r n s . 

18 Now, t h i s next map j u s t shows you a 

19 s t r u c t u r e w i t h the red being the gas cap, the green as 

20 being your area w i t h the o i l . We have i d e n t i f i e d an 

21 area there i n yel l o w t h a t ' s k i n d of a t r a n s i t i o n between 

22 the water and the o i l . And, of course, your blue i s 

23 your downdip water. Most a l l of the production i n the 

.24 , Caprock f i e l d has been w i t h i n t h a t green contour. 

25 The next s l i d e i s j u s t a s l i d e t h a t shows 
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1 you a type curve. This f i e l d i s very uniform and 

2 homogeneous across the whole e n t i r e f i e l d , so regardless 

3 of which w e l l you look a t , these logs look very s i m i l a r . 

4 Y o u ' l l see we've got a f a i r l y t h i n 20-foot pay zone. 

5 Now, j u s t a l i t t l e h i s t o r y and some 

6 o r i g i n a l h o l d i n g places I've mentioned. These are a l l 

7 d r i l l e d on 40 acres, u t i l i z i n g an 80-acre, 5-spot 

8 p a t t e r n . The f i e l d cumulative production f o r the e n t i r e 

9 Caprock f i e l d i s 76 m i l l i o n b a r r e l s . The f o u r o r i g i n a l 

10 u n i t s t h a t we purchased, which were i n yellow on the 

11 map, have CUMed about 3 8 m i l l i o n b a r r e l s . The recovery 

12 of primary plus secondary i s about 3 0 percent, and we're 

13 e s t i m a t i n g t e r t i a r y between 10 and 20 percent. 

14 Our curr e n t p i l o t production has been as 

15 high as 500 b a r r e l s of o i l per day. Currently, i t ' s 

16 about 3 00. And i f y o u ' l l n o t i c e down here, t h a t ' s a 

17 u n i t area of about 13.9 thousand acres, w i t h the 

18 o r i g i n a l o i l i n place about 147.6 m i l l i o n b a r r e l s . 

19 Q. And when you're t a l k i n g about the production, 

20 you're t a l k i n g p r i m a r i l y f o r the Rock Queen and the 

21 other e x i s t i n g u n i t s ? 

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

23 Now, l o o k i n g at Discussion, t h i s may give 

24 you a l i t t l e background of what we've done since we've 

25 purchased the u n i t . We've purchased the u n i t s i n 
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1 yellow. 

2 Since 2006, we've spent about $80 m i l l i o n 

3 improving these assets. We've r e - a c t i v a t e d , TA'd or 

4 P&A'd 13 0 w e l l s ; constructed and improved 10 tank 

5 b a t t e r i e s and r e l a t e d f a c i l i t i e s . I had mentioned 

6 e a r l i e r about c o n s t r u c t i n g the 18-mile, s i x - i n c h C02 

7 p i p e l i n e , and the r e - i n j e c t i o n f a c i l i t y was put i n t o 

8 place. We i n i t i a t e d the C02 P i l o t on the Rock Queen 

9 Unit i n February 2011. That's 17 p a t t e r n s . We've 

10 estimated u l t i m a t e recovery of about ten percent of the 

11 o r i g i n a l o i l i n place. We've spent 3 m i l l i o n on 

12 environmental cleanup, which included nine p i t s and some 

13 e x i s t i n g f a c i l i t i e s , and then we have expanded the 

14 Drickey U n i t t o include the T r i g g and Federal V leases. 

15 So moving forward, next month we're going 

16 t o , I guess, come back t o a hearing f o r the expansion of 

17 the Rock Queen C02 P i l o t . We'd l i k e t o expand t h a t 

18 p r o j e c t beyond i t s c u r r e n t boundaries. We're i n the 

19 process of doubling our r e - i n j e c t i o n capacity. I n other 

20 words, our compression needed t o put the produced C02 

21 back i n t o the ground. We're a c t u a l l y doing t h a t as we 

22 speak. Our t a r g e t expansion t o the Drickey Unit w i l l be 

23 by 2014, and then a n t i c i p a t e expansion f o r the North 

24 Caprock, by ,2016 . P o t e n t i a l reserves f o r both those 

25 North Cap Units t h a t I mentioned e a r l i e r i s about 7 
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1 m i l l i o n b a r r e l s . 

2 Now, i n l o o k i n g at our p i l o t t h a t we've put 

3 i n the Rock Queen Un i t , t h i s i s a production graph, w i t h 

4 b a r r e l s of o i l per day, on the l e f t , and e i t h e r MCF per 

5 day or b a r r e l s of water per day i n j e c t e d , on the r i g h t . 

6 You can see the green i s the o i l curve. And since we 

7 s t a r t e d i n j e c t i o n i n February of 2011, we've got a very 

8 pronounced response from the p i l o t . I f y o u ' l l look 

9 at -- you can see there i s a p e r i o d , r e a l l y , between 

10 September and November where we a c t u a l l y stopped our C02 

11 i n j e c t i o n , where we could p u l l a l l the pumping equipment 

12 o f f and set these up t o flow . So there was a per i o d of 

13 no i n j e c t i o n . 

14 We r e s t a r t e d our i n j e c t i o n , and, l i k e I 

15 said, the f i e l d was up around the 500-barrel-a-day mark. 

16 I f y o u ' l l look at the pink at the bottom, t h a t i s the 

17 produced C02 t h a t ' s coming back from the formation. 

18 What we've done here i s , we've q u i c k l y [ s i c ] l i m i t e d 

19 ourselves w i t h one compressor t o about 4 m i l l i o n cubic 

20 f e e t per day. So t h a t ' s why we were p u t t i n g i n the 

21 other compression. So t h a t ' s k i n d of got us pinched 

22 u n t i l we can get t h a t compression put i n , and the 

23 compressors are out there being i n s t a l l e d as we speak. 

24 I n t a l k i n g about --

25 EXAMINER EZEANYIM: Excuse me. On t h a t 
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1 C02, I don't see the mark. I t i s blue? Red? You know, 

2 you should have -- i t ' s hard t o i d e n t i f y each of those 

3 curves. 

4 THE WITNESS: Okay. The green i s the o i l 

5 curve. 

6 EXAMINER EZEANYIM: I know. We know t h a t , 

7 but I wanted t o have i t on t h i s map so when we look at 

8 i t --

9 THE WITNESS: Oh, r i g h t . So you want me t o 

10 put the ledge --

11 EXAMINER EZEANYIM: Yeah, so i f somebody --

12 you know, I know what i t i s , but i f somebody else looks 

13 at t h i s --

14 MR. BRUCE: We'll provide t h a t . 

15 EXAMINER EZEANYIM: -- they w i l l know what 

16 they are l o o k i n g a t . 

17 THE WITNESS: Right. Right. Okay. 

18 EXAMINER EZEANYIM: Okay. Go ahead. 

19 A. I n the North Caprock Units I and I I --

20 Q. (BY MR. BRUCE) Stop r i g h t there f o r a minute, 

21 Mr. Parkhurst. 

22 A. Okay. 

23 Q. There were o r i g i n a l l y two separate Nor th 

24 Caprock U n i t s ; i s t h a t co r rec t? 
25 A. Tha t ' s c o r r e c t . 
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1 Q. And what we're here f o r today covered one of 

2 those u n i t s --

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

4 Q. -- or i s covering what was one of those units? 

5 A. That i s c o r r e c t . That would be the North 

6 Caprock Uni t I , but I wanted t o at l e a s t give you my 

7 idea of the o r i g i n a l o i l i n place f o r both of those 

8 u n i t s as 46.4 m i l l i o n b a r r e l s . The North Caprock Celero 

9 Queen Unit I t h a t we're t a l k i n g about today had 33.4 

10 m i l l i o n b a r r e l s of t h a t o r i g i n a l o i l i n place, and i t 

11 also had CUMed about six-and-a-half m i l l i o n b a r r e l s . 

12 Now, the o r i g i n a l p a r t i c i p a t i o n f a c t o r s 

13 were based on cumulative p r o d u c t i o n of 75 percent, 

14 usable wellbores at 12-and-a-half percent and the 

15 acreage c o n t r i b u t i o n of 12-and-a-half percent. 

16 What we've done here, since t h i s f i e l d i s 

17 plugged out, we thought t h a t the primary, plus secondary 

18 production on a t r a c k basis was the best i n d i c a t o r of 

19 what we could estimate i t would do i n the f u t u r e . So we 

20 used j u s t the primary and secondary CUM per t r a c k . 

21 Q. And the acreage i n the u n i t has c e r t a i n l y been 

22 defined by development; has i t not? 

23 A. Yes. 

24, And, o f course, you know, we ' re 

25 a n t i c i p a t i n g c a p i t a l expendi tures o f , you know, 75- t o 
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1 80 m i l l i o n f o r the Unit I I and Unit 1 expansions. 

2 And l e t ' s see. The e x h i b i t s , North Caprock 

3 Celero Queen boundary, I t h i n k I've already got t h a t 

4 e x h i b i t , and the lease c o n t r i b u t i o n and ownership and, 

5 of course, the p a r t i c i p a t i o n parameter c a l c u l a t i o n s . 

6 The next curve. I j u s t wanted t o give you 

7 an idea of what the North Caprock h i s t o r i c a l production 

8 has been. So i f y o u ' l l take e v e r y t h i n g n o r t h of the 

9 Rock Queen U n i t , which i s a l l t h a t gray above t h a t , you 

10 can see the production combined f o r a l l of those u n i t s 

11 i n a very nice 1 6 . 3 - m i l l i o n - b a r r e l CUM. 

12 EXAMINER BROOKS: You're on page 11 now? 

13 A. Yes, s i r . 

14 And you can see the very nice w a t e r f l o o d 

15 response t h a t you see' i n the l a t e 50s. And there i s 

16 a -- i t looks l i k e there i s a legend on here showing 

17 each of the curves. 

18 I f y o u ' l l go t o s l i d e number 12, t h i s i s 

19 what we have a n t i c i p a t e d the North Caprock Uni t I 

20 production forecast w i l l look l i k e s t a r t i n g i n 2016. We 

21 expect the o i l t o peak around 2,000 b a r r e l s a day, and 

22 from 2019 t o 2020, you also have your C02 purchase 

23 assumptions, C02 production and C02 i n j e c t i o n 

24 assumptions. 

25 The next s l i d e --
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1 EXAMINER EZEANYIM: On t h a t C02 production 

2 and C02 i n j e c t i o n , they are a l l i n red. Which one i s 

3 i n j e c t i o n and which one i s working production? They're 

4 a l l i n red, r i g h t ? 

5 THE WITNESS: Well, i t ' s red --

6 EXAMINER EZEANYIM: I don't remember very 

7 w e l l , but i t seems t o me t h a t those are i n red, so I 

8 don't know which one i s which. 

9 THE WITNESS: Okay. Well, we can change 

10 t h a t up. What I can do i s put a d i f f e r e n t symbol. 

11 EXAMINER EZEANYIM: Yeah. Could you? Good 

12 idea, because I can see the o i l p r o duction; I can see 

13 the C02 purchase, but I can't see -- the two i n red, I 

14 don't know which one i s which. 

15 THE WITNESS- Okay. A l l r i g h t . 

16 A. Sl i d e 13 i s our Plan of Development. I n i t i a l l y 

17 what we want t o do i s b r i n g i n f i v e w e l l s , which consist 

18 of f o u r producers and one c e n t r a l i n j e c t o r , w i t h i n the 

19 next s i x months, and we w i l l f o l l o w t h a t up w i t h eight 

2 0 a d d i t i o n a l i n j e c t o r s i n the next 24 months. So t h a t 

21 w i l l give us a t o t a l of nine i n j e c t o r s and fou r 

22 producers t o help us look at the w a t e r f l o o d f e a s i b i l i t y . 

23 T h a t ' l l also give us some time t o secure water f o r 

24 i n j e c t i o n , get our rights-of-way f o r our p i p e l i n e s and 

2 5 our water t r a n s f e r and r e d i r e c t t h a t water supply. 
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1 I t ' s also going t o allow us t o , you know, 

2 evaluate our p a t t e r n f o r w a t e r f l o o d re-development and. 

3 look at any 40-acre p a t t e r n incremental recovery/ 

4 t e r t i a r y p o t e n t i a l . , and any incremental 80-acre 

5 recovery. I t ' s also going•to help us, since a l l of 

6 these wellbores are plugged, t o re-enter them and get an 

7 idea of the c o n d i t i o n s t h a t we're deal i n g w i t h f o r these 

8 older wellbores. And u l t i m a t e l y what we plan t o do i s 

9 determine, you know, what type of C02 p o t e n t i a l e x i s t s 

10 here, much l i k e what we have t o the south. 

11 Q. (BY MR. BRUCE) And was t h i s p r o j e c t proposed as 

12 a method of r e v i v i n g production from the r e s e r v o i r ? 

13 A. Yes. 

14 Q. W i l l the p r o j e c t be economic? 

15 A. Yes, i t should be. 

16 Q. And i s the u n i t i z e d p o r t i o n of t h i s pool 

17 s u i t a b l e f o r a wa t e r f l o o d and t e r t i a r y recovery p r o j e c t ? 

18 A. Yes. 

19 Q. And i s the p r o j e c t t e c h n i c a l l y and economically 

20 f e a s i b l e a t t h i s time? 

21 A. Yes, i t i s . 

22 Q. W i l l the w a t e r f l o o d and C02 f l o o d r e s u l t i n the 

23 recovery o f s u b s t a n t i a l l y more hydrocarbons f rom the 

24 pool than w i l l o therwise be recovered? 

25 A. Yes. T h a t ' s c o r r e c t . 
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1 Q. And w i l l the u n i t i z a t i o n and the enhanced 

2 recovery p r o j e c t b e n e f i t the working and r o y a l t y 

3 i n t e r e s t owners i n the u n i t ? 

4 A. Yes. 

5 Q. And i s u n i t i z e d management and operation of 

6 t h i s r e s e r v o i r reasonably necessary t o c a r r y on the 

7 proposed enhanced recovery operations? 

8 A. Yes. 

9 Q. And f i n a l l y , you mentioned t h a t the 

10 p a r t i c i p a t i o n parameters are simply primary and 

11 secondary? 

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

13 Q. I s t h a t f a i r and reasonable and eq u i t a b l e t o 

14 a l l i n t e r e s t owners i n the u n i t ? 

15 A. Yes, s i r , I t h i n k so. 

16 Q. Let's discuss the basic, i n i t i a l i n j e c t i o n 

17 operations. Could you i d e n t i f y E x h i b i t 9 f o r the 

18 Examiner? 

19 A. E x h i b i t 9 i s j u s t the A p p l i c a t i o n f o r A u t h o r i t y 

2 0 t o I n j e c t , and there's -- I t h i n k you have a l l the we l l s 

21 w i t h i n the h a l f - m i l e radius of the f i r s t i n j e c t i o n w e l l . 

22 Q. Let's s t a r t o f f -- describe the i n i t i a l 

23 i n j e c t i o n w e l l i n t h i s l o c a t i o n , j u s t f o r the record. 

24 A. Okay. The i n i t i a l i n j e c t o r i s going t o be 

25 c a l l e d 32 Number 1. I t i s i n Section 32. I don't know 
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1 i f y o u - a l l have a map. I don't even have a map i n f r o n t 

2 of me t o show you e x a c t l y where i t i s . We may need t o 

3 look back on the e x h i b i t t h a t John gave us. I don't see 

4 a map i n here. 

5 Q. But f i r s t , you know, i d e n t i f y t h a t w e l l , and 

6 then there i s a wellbore sketch of what you int e n d t o 

7 do. Can you describe how t h a t w e l l i s going t o be 

8 re-entered? 

9 A. Yeah. We'll simply d r i l l out --

10 EXAMINER EZEANYIM: Where i s the w e l l , what 

11 page? 

12 THE WITNESS: Here's the map r i g h t there. 

13 I'm so r r y . I d i d n ' t see i t . 

14 MR. BRUCE: S t a r t i n g w i t h 5, 6 and 7, 

15 Mr. Examiner, pages 5, 6 and 7 of the C-108. 

16 EXAMINER BROOKS: What pages? 

17 MR. BRUCE: They're not numbered. 

18 EXAMINER BROOKS: That's what I was going 

19 t o say. They don't appear t o be numbered. 

20 MR. BRUCE: They're not. I was j u s t 

21 counting my f i n g e r s and toes. 

2 2 EXAMINER EZEANYIM: Okay. This i s one of 

23 the i n i t i a l i n j e c t i o n wells? 

24 THE WITNESS: Yes, s i r . 

25 The 32 Number 4 w i l l be the f i r s t i n j e c t i o n 
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w e l l , and i t ' s r i g h t i n the center of the c i r c l e . Did 

2 y o u - a l l f i n d the map, t h i s map here ( i n d c i a t i n g ) ? I t ' s 

3 about f i v e pages back i n E x h i b i t 9. 

4 EXAMINER BROOKS: Oh. I s t h i s map 

5 somewhere i n --

6 EXAMINER EZEANYIM: I t ' s not here. 

7 EXAMINER BROOKS: Mr. Bruce, i s t h a t 

8 map somewhere --

9 MR. BRUCE: Yeah. They are f u r t h e r on. 

10 THE WITNESS: There i s a map t h a t ' s --

11 MR. BRUCE: Four or f i v e pages below the 

12 f i r s t w e l lbore sketch. 

13 EXAMINER BROOKS: Oh, okay. Here we are. 

14 EXAMINER EZEANYIM: I s t h a t E x h i b i t 9? 

15 EXAMINER BROOKS: Yeah, E x h i b i t 9. The 

16 pages are not numbered, so i t ' s r e a l l y hard t o f i n d . 

17 THE WITNESS: I t would be the s i x t h page. 

18 EXAMINER EZEANYIM: Are you t a l k i n g about 

19 t h i s one ( i n d i c a t i n g ) ? 

20 THE WITNESS: This one here ( i n d i c a t i n g ) . 

21 MR. BRUCE: That and the very next page, 

22 Mr. Examiner. 

23 EXAMINER EZEANYIM: Okay. Go ahead. 

24 A. The State 32 Number 4 i s r i g h t i n the center .of 

25 the c i r c l e there, and we're simply going t o d r i l l out . 
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1 the plugs i n t h a t and d r i l l down t o TD and then set a 

2 packer and some i n j e c t i o n t u b i n g t h a t ' s coated, and 

3 place t h a t w e l l on i n j e c t i o n . Of course, then we w i l l 

4 f o l l o w w i t h the 32 Number 13, 32 Number 2, 32 Number 3 

5 and 31 Number 1 as the proposed producers t h a t are 

6 completely surrounding t h a t p a r t i c u l a r i n j e c t o r . 

7 EXAMINER BROOKS: Okay. You're going t o 

8 have only one i n j e c t o r ? 

9 EXAMINER EZEANYIM: Nine. 

10 THE WITNESS: I n i t i a l l y . We'll s t a r t w i t h 

11 the one, put i n the fou r producers, and then put i n 

12 subsequently e i g h t more i n j e c t o r s , surrounding those 

13 producers, so t h a t ' s four complete p a t t e r n s . 

14 EXAMINER BROOKS: What you're looking at 

15 now, and you're asking t o permit j u s t the one, or are 

16 you going t o come back f o r expansions, or are you going 

17 t o ask us t o permit a l l of them? 

18 MR. BRUCE: At t h i s p o i n t , i f we can j u s t 

19 get the i n i t i a l i n j e c t i o n w e l l approved. 

2 0 EXAMINER BROOKS: Okay. 

21 EXAMINER EZEANYIM: Why don't you need the 

22 other ones? Why do you have t o come back? 

23 MR. BRUCE: Well, i f we can do i t 

24 a d m i n i s t r a t i v e l y , Mr. Examiner, t h a t would-be f i n e , but 

25 at t h i s p o i n t , over the next s i x - p l u s months, i t ' s j u s t 
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1 t h i s one i n j e c t i o n w e l l . 

2 EXAMINER EZEANYIM: I know we can do i t 

3 a d m i n i s t r a t i v e l y , but I assume t h a t you don't know when 

4 you are going t o have t h a t nine w e l l s . But i f you are 

5 designing t h i s w e l l f o r 80-acre, 5-spot, I t h i n k i t ' s 

6 f e a s i b l e t h a t you can do t h a t . My hunch and my opinion 

7 i s t o do the other nine at the same time. >. 

8 MR. BRUCE: I f I could ask Mr. Parkhurst 

9 some questions. 

10 Q. (BY MR. BRUCE) Mr. Parkhurst, w i l l the 

11 arrangement of the subsequent i n j e c t i o n production wells 

12 depend on the r e s u l t s of t h i s i n i t i a l well? 

13 A. Probably not. 

14 EXAMINER EZEANYIM: Okay. So where do we 

15 go from here? Probably hot -- so you mean t h a t we can 

16 permit the r e s t of the eight? 

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

18 MR. BRUCE: But at t h i s p o i n t , 

19 Mr. Examiner, we don't have a l l the data on those, which 

20 i s why we're j u s t asking f o r the one at t h i s time. 

21 EXAMINER EZEANYIM: Okay. I guess, since 

22 we're having t h i s discussion, because t h a t ' s why -- I 

23 mean, I don't know how long I'm going t o be here. What 

24 are you a c t u a l l y asking for? Because when I read the 

25 docket here, you say you are asking f o r one u n i t [ s i c ] 
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1 and s i x o i l and t e r t i a r y recovery. And then my 

2 understanding from the president and the v i c e president, 

3 there i s nothing happening r i g h t there now, r i g h t ? 

4 There i s no --

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

6 completely plugged out. 

7 EXAMINER EZEANYIM: So what are you doing? 

8 Are you doing both the secondary recovery and t e r t i a r y 

9 recovery at the same time? Because t h a t -- I mean, when 

10 I read 14915 -- I want t o understand what you want, so 

11 we can begin t o help you. 

12 THE WITNESS: Sure. A l l we're r e a l l y 

13 t r y i n g t o do i s r e - i n s t i t u t e the w a t e r f l o o d . 

14 EXAMINER EZEANYIM: Okay. And then? 

15 THE WITNESS: And by s t a r t i n g w i t h these 

16 w e l l s , I've got t o determine what k i n d of wellbore 

17 c o n d i t i o n s these plugged w e l l s are i n . We've got t o 

18 determine what the bottom hole pressure -- because 

19 u l t i m a t e l y we want t o b r i n g C02 i n , but you've got t o be 

20 higher than the a d m i s s i b i l i t y pressure, which i s about 

21 1,069 pounds. So based on what we see on bottom-hole 

22 pressure, I ' l l determine how much f i l l - u p volume we need 

23 t o get i t above t h a t pressure. 

24 So there i s q u i t e a b i t of work t h a t we 

25 need t o do t o get i t ready t o C02 f l o o d , and then also 
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1 determine i f there i s any incremental w a t e r f l o o d 

2 reserves out there. 

3 EXAMINER EZEANYIM: So you're not t a l k i n g 

4 about C02 f l o o d i n t h i s hearing, r i g h t ? 

5 THE WITNESS: Not r i g h t at t h i s moment, no, 

6 but i n the f u t u r e , yes. 

7 EXAMINER EZEANYIM: You mentioned t h a t you 

8 are going t o come back t o get -- i n one of the 

9 testimonies. That's what you said. 

10 THE WITNESS: Right. 

11 EXAMINER EZEANYIM: You know, lo o k i n g 

12 forward, you are going t o -- I mean, I l i k e the p r o j e c t . 

13 Don't get me wrong. I'm j u s t t r y i n g t o understand f o r 

14 when we have t o w r i t e the order. 

15 THE WITNESS: Sure. 

16 EXAMINER EZEANYIM: Because you want us to 

17 w r i t e t h a t f i r s t , the secondary and t e r t i a r y , so we want 

18 t o understand what you are doing and see how we can 

19 begin t o help you. 

20 THE WITNESS: Right. I would t h i n k i t 

21 would be w r i t i n g i t f o r the secondary order, and then 

22 coming back l a t e r f o r the t e r t i a r y . 

23 EXAMINER EZEANYIM: Okay. That makes sense 

24 now, because when I read i t , I thought you were asking 

25 f o r both at the same time. 
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1 THE WITNESS: Right. Right. 

2 EXAMINER EZEANYIM: Okay. Go ahead. 

3 Q. (BY MR. BRUCE) Behind the u n i t p l a t i s a l i s t 

4 of w e l l s f o r purview, Mr. Parkhurst. Does E x h i b i t --

5 does C-109 [ s i c ] also c o n t a i n i n f o r m a t i o n on a l l of the 

6 plugged and abandoned w e l l s t h a t you have reviewed? 

7 A. Yes. 

8 Q. And have you reviewed the w e l l f i l e s , and are 

9 those w e l l s p r o p e r l y plugged and abandoned? 

10 A. Yes. I n our op i n i o n , they are. 

11 Q. Now, when you commence the i n j e c t i o n , what type 

12 of volumes are you i n i t i a l l y l o o k i n g at i n j e c t i n g i n t o 

13 the f i r s t i n j e c t i o n well? 

14 A. Probably an average of 500 b a r r e l s of water per 

15 day, up t o a maximum of 1;000 b a r r e l s of water per day. 

16 Q. And what d i d you say the depth i s , 

17 approximately? 3,000? 

18 A. 3,000 f e e t . 

19 Q. And you do know t h a t under D i v i s i o n 

20 r e g u l a t i o n s , i n j e c t i o n can only i n i t i a l l y be l i m i t e d t o 

21 .2 p s i t o the top depth of p e r f o r a t i o n ? 

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

23 Q. Does the C-108 also contain water analyses? 

24 A. Yes, s i r . 

25 Q. And do you see any c o m p a r a b i l i t y problem 
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1 between the water you're going t o be i n j e c t i n g and any 

2 formation? 

3 A. No, we don't. 

4 Q. Does the C-109 [ s i c ] also contain analyses of 

5 any freshwater w e l l s i n the area? 

6 A. Yes, i t does. 

7 Q. What i s the source of the i n j e c t i o n water? 

8 A. The i n j e c t i o n water we're going t o use i s going 

9 t o be probably from the Rock Queen Uni t . We make q u i t e 

10 a b i t of water there, so t h a t ' s probably going t o be the 

11 source of the water f o r t h i s f l o o d . 

12 Q. And f i n a l l y , are there any -- are you aware 

13 i s Celero aware of any f a u l t s i n t h i s area t h a t would 

14 lead t o communication w i t h i n the zone? 

15 A. No. 

16 Q. And i s Celero the only o f f s e t operator, working 

17 i n t e r e s t owner w i t h i n the area of review of the i n i t i a l 

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

19 A. Yes, s i r . 

20 Q. And i s the surface owner of the i n j e c t i o n w e l l 

21 the Commissioner of Public Lands? 

22 A. I be l i e v e so. 

23 Q. Were E x h i b i t s 8 and 9 e i t h e r prepared by you or 
24 complied from company business records? 

2 5 A. Yes, s i r , they were prepared by us. 
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1 Q. And i n your o p i n i o n , i s the g r a n t i n g of 

2 t h i s a p p l i c a t i o n i n the i n t e r e s t of conservation and the 

3 prevention of waste? 

4 A. Yes. 

5 MR. BRUCE: Mr. Examiner, t h a t ' s a l l I have 

6 of the witness. 

7 Only as t o the i n j e c t i o n a p p l i c a t i o n , does 

8 i t need t o be continued f o r two weeks t o comply w i t h 

9 D i v i s i o n n o t i c e requirements? 

10 EXAMINER BROOKS: Okay. Now, you i n d i c a t e d 

11 you wanted an order on the s t a t u t o r y u n i t i z a t i o n w i t h i n 

12 two weeks, r i g h t ? 

13 MR. BRUCE: Yeah. Could I get -- could we 

14 o b t a i n a second --

15 EXAMINER BROOKS: So what you're asking us 

16 t o do i s continue the --

17 MR. BRUCE: I n j e c t i o n a p p l i c a t i o n . 

18 EXAMINER BROOKS: -- t o continue Case 

19 14915, but t o get an expedited order i n Case 14914? 

2 0 MR. BRUCE: To take t h a t i n t o 

21 c o n s i d e r a t i o n . 

22 EXAMINER BROOKS: So these two cases are 

23 continued f o r the purposes of -- or are consolidated f o r 

24 purposes of hearing only? 

2 5 MR. BRUCE: That i s c o r r e c t . 
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EXAMINER BROOKS: There w i l l be separate 

2 orders, which i s u s u a l l y the case i n t h i s type of case 

3 anyway, but we u s u a l l y issue them separately. 

4 MR. BRUCE: And t h a t w i l l allow time f o r 

5 Mr. Parkhurst t o amend a couple of the e x h i b i t s -- or 

6 attachments t o E x h i b i t 8 and submit them t o the 

7 Examiners. 

8 EXAMINER BROOKS: I don't believe you 

9 tendered the e x h i b i t s here. 

10 MR. BRUCE: I would move f o r the admission 

11 of E x h i b i t s 8 and 9. 

12 EXAMINER BROOKS: 8 and 9 are admitted. 

13 (Celero E x h i b i t s Number 8 and 9 were 

14 o f f e r e d and admitted i n t o evidence.) 

15 EXAMINER BROOKS: That concludes your 

16 examination? 

17 MR. BRUCE: That i s c o r r e c t . 

18 CROSS-EXAMINATION 

19 BY EXAMINER BROOKS: 

20 Q. I be l i e v e Mr. Bruce asked you the question i f 

21 you were aware of any f a u l t s t h a t could permit 

22 communication of i n j e c t e d f l u i d s outside the formation. 

23 The c e r t i f i c a t e we r e q u i r e i s p r o p e r l y i n here, but t h i s 

24 i s a l i t t l e more s p e c i f i c t o make sure the record i s 

25 c l e a r on t h a t . Have you examined the ge o l o g i c a l 
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1 evidence t o determine i f there would be any f a u l t s -- i f 

2 there i s any evidence of any f a u l t s t h a t would allow the 

3 i n j e c t o r t o migrate outside the formation? 

4 A. We haven't seen any f a u l t s . 

5 Q. But my question i s : Have you done a thorough 

6 i n v e s t i g a t i o n --

7 A. Yes, we have. 

8 Q. - - t o determine that? 

9 Okay. Thank you. That's a l l I have. 

10 EXAMINER BROOKS: Mr. Ezeanyim? 

11 CROSS-EXAMINATION 

12 BY EXAMINER EZEANYIM: 

13 Q. I d i d n ' t get a chance t o go through Form C-108, 

14 and you have a l l u d e d t o the f a c t t h a t you have the water 

15 and freshwater w e l l s and every t h i n g . I haven't gone 

16 through them. We j u s t rushed through i t , which i s okay. 

17 We can go through i t , and i f we need f u r t h e r 

18 i n f o r m a t i o n , we can ask, I mean, whi l e conducting the 

19 hearing. 

2 0 But I want t o go back t o your area of 

21 review of the w e l l s . I mean, we can t a l k about your 

22 area of review i n Form C-10 8 in-house t o determine 

23 whether what you sa i d i s appropriate or i f we need 

24 f u r t h e r i n f o r m a t i o n . I f you go t o t h a t spreadsheet, are 

25 a l l these areas of the w e l l s plugged and abandoned? 
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A. Yes. 

2 Q. A l l of them? 

3 A. Yes. 

4 Q. Of course, nothing i s producing there; nothing 

5 i s happening there r i g h t now? 

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

7 Q. And a l l these cases of a l l the plugged and 

8 abandoned w e i i s are included i n here, r i g h t ? 

9 A. Yes. 

10 Q. And a l l of them were plugged and abandoned? 

11 A. Yes. 

12 Q. So I can go back and make sure you are not 

13 going t o provide any conduits f o r -- f o r anything [ s i c ] 

14 t o migrate upward? 

15 A. Yeah. 

16 Q. Do you have the i n i t i a l i n j e c t i o n w e l l schedule 

17 i n here, too? 

18 A. Sure. 

19 Q. Where i s that? I need t o know how you 

20 constructed t h a t w ell? 

21 MR. BRUCE: Mr. Examiner, there i s a 

22 current wellbore sketch and a proposed wellbore sketch. 

23 EXAMINER EZEANYIM: Yes. Yes. Where i s 

24 i t ? With the lack of page numbers, I can't f i n d 

25 anything. 
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MR. BRUCE: I f y o u ' l l go toward the top, go 

2 back i n about s i x pages. 

3 EXAMINER EZEANYIM: I s t h a t the proposed 

4 w e l l sketch? 

5 THE WITNESS: Yes. 

6 MR. BRUCE: I t ' s blue and white, and then 

7 i f you go back f o u r p i c t u r e s . 

8 Q. (BY EXAMINER EZEANYIM) I s t h a t i t ? 

9 A. Yeah. That's the e x i s t i n g , and then the 

10 proposed i s about three or fou r pages behind i t . 

11 Q. And then the r e s t of the schematics are the 

12 abandoned wells? 

13 A. Yes, s i r . 

14 Q. I'm so r r y . I d i d n ' t look a t i t . 

15 A. That's a l l r i g h t . 

16 Q. I t h i n k -- I beli e v e t h a t t h i s p r o j e c t i s going 

17 t o be p r o f i t a b l e , but t h a t i s why I re q u i r e you t o have 

18 c a l c u l a t i o n s , t o demonstrate t h a t t h a t i s the case. 

19 Because we are going t o ask you about the p r o f i t a b i l i t y , 

20 i s i t worth doing, and you sa i d yes. But I don't see 

21 any evidence here t o i n d i c a t e t h a t you d i d some 

22 c a l c u l a t i o n s , what you can get by doing secondary 

23 recovery t e r t i a r y . At t h i s p o i n t , i t ' s going t o be --

24 we don't want t o approve a p r o j e c t t h a t w i l l end up not 

25 being p r o f i t a b l e . You know, t h a t ' s why we want some 
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1 c a l c u l a t i o n s , t o demonstrate the c a l c u l a t i o n you d i d . 

2 What do you t h i n k t h a t -- you say they are going t o be 

3 10 t o 20 percent? 

4 A. Yes, s i r . 

5 Q. So we need t h a t c a l c u l a t i o n , you know, what you 

6 t h i n k the o u t l a y would be and what the recovery would be 

7 and what would be the net p r o f i t so t h a t we can put i t 

8 i n the order t h a t you are going t o do t h a t . I am not 

9 saying you are not, but I wanted t o see some evidence t o 

10 do t h a t . 

11 A. I can c e r t a i n l y provide t h a t i n f o r m a t i o n . 

12 Q. Okay. Yeah. We would l i k e t o see t h a t 

13 i n f o r m a t i o n , because, you know, I would l i k e t o see 

14 what -- how much o i l i s produced. You are spending t h i s 

15 money. You say you have already spent 80 m i l l i o n doing 

16 something. 

17 A. Yes. 

18 Q. We don't want i t t o go t o waste because 

19 everybody b e n e f i t s . 

2 0 A. Right. 

21 Q. So please send t h a t i n f o r m a t i o n . 

22 EXAMINER BROOKS: I t h i n k we need t h a t 

23 before we issue the order f o r the s t a t u t o r y u n i t s , 

24 because I believe the f i n d i n g s are required by the 

25 S t a t u t o r y U n i t i z a t i o n Act. 

PAUL BACA PROFESSIONAL COURT REPORTERS 
544e6e80-62fa-4656-bbd6-58edc491ba34 



Page 40 

1 EXAMINER EZEANYIM: Yes. 

2 And when I look at t h a t , I t h i n k i t w i l l 

3 help us t o hurr y and do i t now. We s t i l l need t o go 

4 determine whether the l o c a t i o n i s -- I know we rushed 

5 through these t h i n g s and t h a t I have not -- I d i d n ' t get 

6 time t o read a l l of i t . Those are the things t h a t the 

7 s t a t u t e s a l l o w us here t o determine where you want t o 

8 s t a r t -- and t i e [ s i c ] t h a t piece of acreage. We want 

9 t o make sure i t ' s e q u i t a b l e . We want t o make sure -- we 

10 want t o make sure everything i s okay. So maybe i t ' s i n 

11 the pack here, which I can go back and see, but, you 

12 know, you d i d n ' t p o i n t them out t o me during the 

13 hearing, and I t h i n k because we are t r y i n g t o , you know, 

14 hurr y w i t h t h a t -- I'm saying t h a t -- I'm not saying I'm 

15 not happy w i t h t h i s ^ but.; you know, we s t i l l have a l o t 

16 of work t o do t o f i n d a l l t h i s before we even approve 

17 the s t a t u t o r y u n i t i z a t i o n . 

18 So I would encourage you t o give us t h a t 

19 c a l c u l a t i o n maybe by Monday, because November 1 -- I 

2 0 don't know. 

21 I n two weeks? 

22 EXAMINER BROOKS: Two weeks from today. 

23 EXAMINER EZEANYIM: Two weeks from today. 

24 So we need t o have t h a t . 

25 And why I'm not r e a l l y concerned about 

PAUL BACA PROFESSIONAL COURT REPORTERS 
544e6e80-62fa-4656-bbd6-58edc491ba34 



1 
Page 41 

something l i k e t h a t i s , i t ' s almost i d e n t i c a l . This i s 

2 Celero. So i f you have a working i n t e r e s t , i t ' s more 

3 ambitious. 

4 I have nothing f u r t h e r . 

5 Q. (BY MR. EZEANYIM) But I wanted t o ask a 

6 question. This i s not r e l a t e d t o t h i s . I wanted t o ask 

7 

8 

about the Drickey Queen. What i s happening there? 

A. The Drickey Queen i s c u r r e n t l y under C02 --

9 w a t e r f l o o d . I t ' s the u n i t t h a t ' s immediately south of 

10 the Rock Queen. 

11 Q. Yeah. I saw i t i n the p l a t . 

12 A. Yes, s i r . 

13 Q. Yeah. I read about t h a t p r o j e c t . That's why I 

14 wanted t o know. I s i t progressing very well? 

15 A. Yes, s i r . 

16 Q. And p r o f i t a b l e ? 

17 A. Yes, s i r . 

18 Q. Okay. Good. So give my co n g r a t u l a t i o n s , and 

19 go ahead and see what's going on. 

20 A. Okay. A l l r i g h t . 

21 EXAMINER BROOKS: No f u r t h e r questions? 

22 MR. BRUCE: I have nothing f u r t h e r i n t h i s 

23 matter, Mr. Examiner. 

24 EXAMINER BROOKS: Very good. Case Number 

25 14 914 w i l l be taken under advisement. 
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1 

2 

3 

4 

5 

6 

Case Number 14915 w i l l be c o n t i n u e d t o 

November 1 s t f o r purposes o f n o t i c e . 

(The h e a r i n g concluded, 10:21 a.m.) 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

, • v ..̂ ,Mfv tfe<rt tht f o r c i n g * 

L Earner hiring - 5 - a s e ^ — 
heard by me — ~ 

, Examine'' 

PAUL BACA PROFESSIONAL COURT REPORTERS 
544e6e80-62fa-4656-bbd6-58edc491ba34 



Page 43 

1 STATE OF NEW MEXICO 

2 COUNTY OF BERNALILLO 

3 

4 CERTIFICATE OF COURT REPORTER 

5 I , MARY C. HANKINS, New Mexico C e r t i f i e d 

6 Court Reporter No. 20, and Registered Professional 

7 Reporter, do hereby c e r t i f y t h a t I reported the 

8 foregoing proceedings i n stenographic shorthand and t h a t 

9 the foregoing pages are a t r u e and c o r r e c t t r a n s c r i p t of 

10 those proceedings t h a t were reduced t o p r i n t e d form by 

11 me t o the best of my a b i l i t y . 

12 I FURTHER CERTIFY t h a t the Reporter's 

13 Record of the proceedings t r u l y and acc u r a t e l y r e f l e c t s 

14 the e x h i b i t s , i f any, o f f e r e d by the respective p a r t i e s . 

15 I FURTHER CERTIFY t h a t I am n e i t h e r 

16 employed by nor r e l a t e d t o any of the p a r t i e s or 

17 attorneys i n t h i s case and t h a t I have no i n t e r e s t i n 

18 the f i n a l d i s p o s i t i o n of t h i s case. 

MARY C. HANKINS, CCR, RPR 
21 Paul Baca Professional Court Reporters 

New Mexico CCR No. 20 

22 Date of CCR E x p i r a t i o n : 12/31/2012 

23 

24 

25 

PAUL BACA PROFESSIONAL COURT REPORTERS 
544e6e80-62fa-4656-bbd6-58edc491ba34 


