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EXAMINER BROOKS: I ' l l c a l l Case Number 

2 14 982, a p p l i c a t i o n of Sundown Energy f o r s t a t u t o r y 

3 u n i t i z a t i o n . I assume we need t o c a l l 14983 at the same 

4 time? 

5 MR. HALL: Yes, s i r . We've consolidated 

6 those. 

7 

8 

EXAMINER BROOKS: I ' l l c a l l . a l s o Case 

14983, a p p l i c a t i o n of Sundown Energy, LP, f o r 

9 a u t h o r i z a t i o n t o i n j e c t f o r the waterflo o d p r o j e c t 

10 operations, Lea County, New Mexico. 

11 C a l l f o r appearances on those two cases. 

12 MR. HALL: Mr. Examiner, Scott H a l l , 

13 Montgomery & Andrews Law Firm, Santa Fe, appearing on 

14 behalf of the a p p l i c a n t , Sundown Energy, LP. I have two 

15 witnesses t h i s morning. 

16 EXAMINER BOOKS: Any other appearances? 

17 Very good. 

18 Have your witnesses stand and i d e n t i f y 

19 themselves. 

20 MR. PAXTON: Kyle Paxton, landman w i t h 

21 Sundown. 

22 MR. PEARSON: Ross Pearson, area production 

23 manager f o r Sundown Energy. 

• 24 {Two witnesses were sworn.) 

25 MR. HALL: At t h i s time, Mr. Examiner, we 
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c a l l Kyle Paxton t o the witness stand. 

2 KYLE PAXTON 

3 Having been f i r s t d u ly sworn, t e s t i f i e d as f o l l o w s : 

4 ' DIRECT EXAMINATION 

5 BY MR. HALL: 

6 Q. , Again, s t a t e your name f o r the record. 

7 

8 

A. Kyle Paxton. 

Q. Mr. Paxton, where do you l i v e , and by whom are 

9 you employed? 

10 A. Dallas, Texas. Sundown Energy i s my employer. 

11 Q. Could you e x p l a i n the r e l a t i o n s h i p between 

12 Sundown Energy and Fortune Natural Resources? 

13 A. I t ' s the same ownership. They 1 re k i n d of 

14 s i s t e r companies. They f a l l under the same umbrella. 

15 Fortune Natural Resources has the working i n t e r e s t , the 

16 o p e r a t i n g r i g h t s , and Sundown i s the operator f o r 

17 Fortune. 

18 Q. And you're authorized t o speak on behalf of 

19 both e n t i t i e s ? 

20 A. Yes. 

21 Q. You've not t e s t i f i e d before the OCD before. 

22 Would you give the Hearing Examiner a b r i e f summary of 

23 your educational background and work experience? 

24 A. Yes. I graduated from the U n i v e r s i t y of 

25 Oklahoma w i t h a Petroleum Land Management degree i n 2008. 
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1 I've worked the Permian Basin the l a s t few years, and 

2 I've been a landman f o r the past f i v e years. And I am a 

3 Registered Professional Landman w i t h the AAPO. 

4 Q. You're f a m i l i a r w i t h the lands and the 

5 a p p l i c a t i o n s i n these two cases? 

6 A. Yes. 

7 MR. HALL: At t h i s p o i n t , Mr. Examiner, we 

8 o f f e r Mr. Paxton as a q u a l i f i e d expert petroleum landman. 

9 EXAMINER BOOKS: So q u a l i f i e d . 

10 Q. I f you would, Mr. Paxton, e x p l a i n b r i e f l y what 

11 Sundown Energy i s seeking by the two a p p l i c a t i o n s . 

12 A. We want t o u n i t i z e the San Andres formation i n 

13 the West Arkansas Junction Pool. I t ' s Section 20 -- or 

14 i t ' s 18 South, 36 East, i n Lea County, New Mexico. A l l 

15 of Section 20, the n o r t h h a l f of 29, and the northwest 

16 quarter of Section 28. 

17 Q. Are you also seeking a u t h o r i z a t i o n t o i n j e c t 

18 through two w e l l s f o r a wa t e r f l o o d operation? 

19 A. Yes. 

20 Q. I s the u n i t comprised o f s t a t e lands? 

21 A. A l l s t a t e lands . 

22 Q. L e t ' s look at the e x h i b i t s you 've prepared. 

23 I f you cou ld r e f e r t o E x h i b i t Number 1 and i d e n t i f y t h a t 

24 and e x p l a i n t h a t to' the Examiner. 

25 A. I t ' s the Un i t Agreement t h a t we provided t o 
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1 a l l the working i n t e r e s t owners. 

2 Q. I f we t u r n t o E x h i b i t A i n the Unit Agreement, 

3 does t h a t show the u n i t area? 

4 A. Yes. 

5 Q. And where can the Examiner r e f e r t o i n the 

6 Unit Agreement t o f i n d the d e f i n i t i o n of the u n i t i z e d 

7 formation? 

8 A. That's i n Section 2D, and i t ' s page 3 of the 

9 Unit Agreement. 

10 EXAMINER EZEANYIM: Page --

11 MR. HALL: Page 4. 

12 THE WITNESS: I'm sorry. 

13 MR. HALL: At the top of page 4. 

14 EXAMINER EZEANYIM: What i s t h a t u n i t i z e d 

15 i n t e r v a l ? Do you have i t there? 

16 MR. HALL: I s i t not i n your copy, 

17 Mr. Examiner? 

18 EXAMINER BOOKS: The d e f i n i t i o n of the 

19 u n i t i z e d formation i s here, but I don't see the name of 

20 the formation. 

21 MR. HALL: We'll present a w e l l l og t o 

22 show t h a t . 

23 EXAMINER BOOKS: I t says 100 f e e t above 

24 and 100 below the c o r r e l a t i v e i n t e r v a l . 

25 THE WITNESS: That was added. I don't 
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1 know. I n t h i s copy, I guess i t d i d n ' t p r i n t . 

2 MR. HALL: We w i l l present a w e l l l og 

3 e x h i b i t showing the c o r r e l a t i o n t o t h a t d e f i n i t i o n . 

4 EXAMINER BOOKS: I don't know what 

5 formation you're t a l k i n g about. 

6 MR. HALL: San Andres. 

7 EXAMINER BOOKS: Okay. I appreciate t h a t . 

8 MR. HALL: I t ' s an important p o i n t , 

9 though. 

10 Q. (By Mr. Ha l l ) Mr. Paxton, has the San Andres 

11 r e s e r v o i r i n the u n i t area been r e c e n t l y defined? 

12 A. Yes. 

13 Q. A l l r i g h t . Let's look at E x h i b i t 2. What 

14 does t h a t show us? 

15 A. That's our p r e l i m i n a r y approval from the State 

16 Land O f f i c e , New Mexico State Land O f f i c e . 

17 Q. I n your opinion, Mr. Paxton, does the 

18 p a r t i c i p a t i o n formula f o r the u n i t a l l o c a t e production t o 

19 the separately-owned t r a c t s w i t h i n the u n i t on a f a i r , 

20 reasonable and eq u i t a b l e basis? 

21 A. Yes. I t ' s very o l d s t a t e leases, and they're 

22 very chopped up i n d i f f e r e n t 40-acre t r a c t s . So we f e l t 

23 l i k e t h i s i s the most f a i r way t o give past production a 

24 large percentage. 

25 But we also include some of the acreage i n 
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1 t h a t t o -- because the working i n t e r e s t owners are j 

2 d i f f e r e n t . So people t h a t own the w e l l s might not j 

3 n e c e s s a r i l y own some of the acreage. I 

4 ' We also used t h i s formula in' a Crockett County j 

5 wat e r f l o o d , and i t went w e l l i n another p r o j e c t . J 

6 Q. I f we r e f e r back t o the Unit Agreement, w i l l j 
i 

7 E x h i b i t B i n there show a sketch of a l l the o i l and gas j 

8 leases and the t r a c t s w i t h i n the u n i t ? j 

9 A. Yes. ' - j 

10 Q. Just behind t h a t , E x h i b i t C, does th a t set out j 

11 the unit tract participation formula you're talking \ 

12 about? j 
i 

13 A. Yes. | 
14 Q. Just e x p l a i n b r i e f l y how t h a t works, how the j 

15 percentage are a l l o c a t e d . 

16 A. Yeah. I t ' s -- each t r a c t i s a l l o c a t e d by 

17 cumulative production, 40 percent; i f t h e r e 1 s a wellbore 1 
I 

18 on i t , 30 percent. And t h a t ' s p r o d u c t i o n w i t h i n the l a s t 1 
I 
I 

19 year, 5 percent, and 25 percent acreage. 

2 0 Q. Let's t u r n t o E x h i b i t Number 3. Would you J 

21 i d e n t i f y and e x p l a i n that? I 

22 A. E x h i b i t 3, i t ' s the l e t t e r we sent out -- i 

2 3 proposal l e t t e r we sent out t o a l l the working i n t e r e s t j 

24 owners i n the proposed u n i t . I 

25 Q. What was included w i t h the l e t t e r proposal? 
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1 A. Included was the Unit Agreement, Unit 

2 Operating Agreement, and a place t o sign t o r a t i f y the 

3 u n i t and a plan of operations. 

4 Q. Let's look at E x h i b i t Number 4. Would you 

5 i d e n t i f y t h a t , please? 

6 A. That would be the owner schedule, l i s t i n g 

7 e x a c t l y what everyone - - a l l the ownership of the working 

8 i n t e r e s t owners. 

9 Q. And i t sets out t h e i r p r o p o r t i o n a t e shares? 

10 A. Yes. 

11 Q. T e l l the Hearing Examiner how many working 

12 i n t e r e s t owners there are w i t h i n the u n i t . 

13 A. T h i r t y working i n t e r e s t owners, one r o y a l t y 

14 owner and 14 o v e r r i d e owners. 

15 Q. Of the cost-bearing owners and owners of the 

16 non-cost-bearing i n t e r e s t , what percentages have provided 

17 r a t i f i c a t i o n s t o you? 

18 A. I t was-- approximately nine of the 3 0 working 

19 i n t e r e s t owners are p a r t i c i p a t i n g ; and nine of the 3 0 

20 i n t e r e s t owners d i d not respond or bad address; and the 

21 r e s t we have acquired, purchasing t h e i r i n t e r e s t s . 

22 Q. As of today, what percentage of the working 

23 i n t e r e s t does Sundown c o n t r o l ? 

24 A. Well, as of today, f i n a l i z e d , we have over --

25 i t ' s around 85 percent. We have 81 without any of the 
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1 working i n t e r e s t owners t h a t we acquired. But we've 

2 acquired around 85. 

3 • And we're also i n t a l k s --we made agreements 

4 w i t h two of the la r g e working i n t e r e s t owners, so w e ' l l 

5 have around 95 percent t h a t we've agreed t o and have 

6 l e t t e r agreements. 

7 EXAMINER BOOKS: So you do not have 85 as 

8 of now? 

9 MR. HALL: Seventy-five i s the number, 

10 under the s t a t u t e . But 81 percent now. 

11 EXAMINER BOOKS: So you have the 75? 

12 MR. HALL: Yes, s i r . 

13 EXAMINER BOOKS: Okay. Very good. 

14 Q. (By Mr. Hal l ) So you mentioned t h a t there 

15 were working i n t e r e s t owners t h a t you were unable t o 

16 locate f o r whom you had bad addresses. I f we look at 

17 separate E x h i b i t 5, which i s the A f f i d a v i t of 

18 P u b l i c a t i o n -- i t ' s not p a r t of the f o l d e r . I t ' s a 

19 separate page r i g h t i n f r o n t of you, Mr. Examiner. 

20 So Mr. Paxton, i f we look at the A f f i d a v i t of 

21 P u b l i c a t i o n , does i t i d e n t i f y those i n t e r e s t owners f o r 

22 whom we had bad addresses or were unable t o locate? 

23 A. Yes. 

24 Q. Why d o n ' t you read those i n t e r e s t owners f o r 

25 the r ecord , i f you can read tha t? 
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1 A . I remember I saw i t e a r l i e r . 

2 Q. Let me ask you: Jack Case; Wright Petroleum, 

3 L i m i t e d ; W i l l i a m Goffe; Harold Goldburg; May Energy 

4 Partners, L i m i t e d ; does t h a t sound correct? 

5 A. Yes, those are c o r r e c t . 

6 Q. Let's t u r n t o E x h i b i t 6. Would you i d e n t i f y 

7 t h a t , please? 

8 A. I t ' s the proposed Unit Operating Agreement f o r 

9 the Bobbi State Waterflood U n i t . 

10 Q. Does the Unit Operating Agreement govern how 

11 the u n i t w i l l be supervised and managed and how costs 

12 w i l l be a l l o c a t e d and paid? 

13 A. Yes. 

14 Q. Are there p r o v i s i o n s i n there f o r c r e d i t s and 

15 charges f o r w e l l s and other m a t e r i a l c o n t r i b u t e d t o the 

16 u n i t ? 

17 A. Yes, i n E x h i b i t C. 

18 Q. Do the Unit Agreement and Unit Operating 

19 Agreement provide f o r c a r r y i n g c e r t a i n working i n t e r e s t 

20 owners on a l i m i t e d c a r r y or n e t - p r o f i t basis, payable 

21 out of production? 

22 A. Yes. 

23 Q. I s Sundown designated as operator under those 

24 agreements? 

25 A. Yes. 
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1 Q. I s there a procedure f o r b a l l o t i n g the 

2 i n t e r e s t owners? 

3 A. Yes. Section 4.3. 

4 Q. What's the percentage --

5 A. 75 percent --

6 . Q- -- required? 

7 A. - - t o proceed w i t h operations. 

8 Q. I n your op i n i o n , w i l l u n i t i z a t i o n and use of 

9 the proposed enhanced recovery operations b e n e f i t the 

10 working i n t e r e s t owners and the r o y a l t y i n t e r e s t owners 

11 i n the u n i t ? 

12 A. Yeah. We t h i n k i t w i l l provide a one-to-one 

13 secondary t o primary recovery. 

14 Q. I n your op i n i o n , under the Unit Agreement, 

15 w i l l u n i t i z e d substances be a l l o c a t e d t o the 

16 separately-owned t r a c t s w i t h i n the u n i t on a f a i r , 

17 reasonable and e q u i t a b l e basis? 

18 A. Yes. As I explained e a r l i e r , we t h i n k --

19 we've used i t i n the past. And we f e e l l i k e , w i t h the 

2 0 s p l i t - u p t r a c t ownership, t h a t t h i s i s the best way. 

21 Q. I f we t u r n back t o E x h i b i t 1, the Unit 

22 Agreement i t s e l f , and look at E x h i b i t B, does E x h i b i t B 

23 i d e n t i f y the u n i t ? 

24 A. Yes. 

25 Q. Does t h a t e x h i b i t i d e n t i f y a l l o f the leases 
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1 w i t h i n the u n i t area? j 

I 
2 A. Yes. | 

3 Q. Are any of these leases subject t o near term 

4 e x p i r a t i o n ? 

5 A. Yes. We have one e x p i r i n g June 1st of t h i s 

6 year. So we'd l i k e t o get -- t h a t ' s why we're t r y i n g t o 

7 move q u i c k l y on t h i s . j 

8 Q. Is that Lease VO-8283-1? \ 

9 A. Yes. I t ' s a c t u a l l y -- yes, the east h a l f of j 
I 

10 Section 20. 

11 Q. For t h i s reason, i s Sundown requesting 

12 expedited approval of the u n i t and the Unit Agreement? 

13 A. Yes. | 

14 EXAMINER BOOKS: May I i n t e r j e c t ? I s t h a t 

15 a s t a t e lease? 

16 MR. HALL: Yes. 

17 EXAMINER BROOKS: Okay. We have done t h i s 

18 procedure once before, where we got the State t o go ahead 

19 and give approval i n a s i t u a t i o n where we had a case 

20 under advisement. I mention t h a t because from May 16th 

21 t o June 1st i s a very narrow window t o get a case of t h i s 

22 magnitude approved. 

23 MR. HALL: We'll have t h a t conversation 

24 w i t h the State Land O f f i c e , too, and l e t you know about 

25 t h a t . 
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1 EXAMINER BOOKS: Okay. I f they wanted a 

2 l e t t e r from us, which we supply, we would be w i l l i n g t o 

3 do t h a t . 

4 MR. HALL: Okay. 

5 Q. (By Mr. Hal l ) Mr. Paxton, were E x h i b i t s 1 

6 through 6 prepared by you or ' a t your d i r e c t i o n ? 

7 A. Yes, they were. 

8 Q. I n your opinion, w i l l g r a n t i n g Sundown's 

9 a p p l i c a t i o n promote the i n t e r e s t of conservation, r e s u l t 

10 i n the prevention of waste and the p r o t e c t i o n of 

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

12 A. Yes. 

13 MR. HALL: At t h i s p o i n t , Mr. Examiner, we 

14 move the admission of E x h i b i t s 1 through 6. And t h a t 

15 concludes our d i r e c t of t h i s witness. 

16 EXAMINER BROOKS: E x h i b i t s 1 through 6 are 

17 admitted. 

18 And I don't have any questions. Do you, 

19 Mr. Ezeanyim? 

20 ( E x h i b i t s 1 through 6 were admitted.) 

21 EXAMINER EZEANYIM: A couple. 

22 EXAMINATION 

23 BY EXAMINER EZEANYIM: 

24 Q. What i s your u n i t p a r t i c i p a t i o n formula? 

25 Where can I get i t ? I have been i n s t r u c t e d , so I know 
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1 where t o go. But i t ' s not marked, so i t ' s very d i f f i c u l t 

2 t o f i n d . 

3 Where can I f i n d the p a r t i c i p a t i n g formula so 

4 I can begin t o -- you know, because we need t o examine i t 

5 t o see whether i t ' s reasonable. 

6 Where can I f i n d t h at? 

7 MR. HALL: Mr. Examiner, i f y o u ' l l r e f e r 

8 t o E x h i b i t C under the Unit Agreement, i t ' s the very l a s t 

9 page. 

10 EXAMINER EZEANYIM: The very l a s t page --

11 MR. HALL: Of E x h i b i t 1. 

12 EXAMINER EZEANYIM: Okay. 

13 MR. HALL: So E x h i b i t C to t h a t . 

14 EXAMINER EZEANYIM: I need t o look at t h a t 

15 p a r t i c i p a t i o n formula t o make sure i t ' s reasonable. 

16 The l a s t page? 

17 MR. HALL: Yes, s i r . 

18 EXAMINER EZEANYIM: Okay. 

19 Q. (By Examiner Ezeanyim) The committed 

2 0 p r o d u c t i o n i s 4 0 percent? 

21 A. Yes. 

22 Q. Production i n 2012, 5. Okay. I s th a t what 

2 3 a l l the p a r t i c i p a n t s agreed to? 

24 A. Yes. 

2 5 Q. A l l the p a r t i c i p a n t s agreed t o t h i s formula? 
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1 A. The ones th a t want t o p a r t i c i p a t e . I f they 

2 didn' t , we bought them out. We purchased t h e i r 

3 i n t e r e s t s . 

4 Q. That gives us 85 percent. Okay, we need t o 

5 examine t h a t . I'm confused. 

6 There was a mention of 81, 85, 95, 75. What 

7 i s the p a r t i c i p a t i o n ? How many have p a r t i c i p a t e d ? I 

8 wrote down 85, 81, 95. Which one i s i t ? 

9 A. We're n e g o t i a t i n g t o purchase i n t e r e s t s from 

10 two of the large -- EOG and CBF Company, two of the large 

11 i n t e r e s t owners. But without them, we s t i l l have 81 

12 percent. 

13 Q. You are 81 percent now? 

14 A. A l i t t l e over 81. But we're going t o be 

15 purchasing them. I have a signed l e t t e r agreement from 

16 CBF Company. So i t w i l l be 90 t o 95 percent, once we 

17 purchase t h e i r i n t e r e s t . 

18 Q. Then the u n i t i z e d i n t e r v a l on E x h i b i t 1 - - I'm 

19 t a l k i n g about t h a t u n i t i z e d i n t e r v a l . I don't know where 

20 t h a t i s . Where can I f i n d that? 

21 MR. HALL: I f you look at the Unit 

22 Agreement, page 4. We'll be presenting a cross-section. 

23 EXAMINER EZEANYIM: That would be very 

24 good. 

25 MR. HALL: The next wi tness can address 
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1 t h i s f o r you. 

2 EXAMINER EZEANYIM: We can deal w i t h i t at 

3 t h a t time. 

4 EXAMINER BROOKS: I do have one question 

5 a f t e r a l l . 

6 EXAMINATION 

7 BY EXAMINER BROOKS: 

8 Q. This i s a l l st a t e leases? 

9 A. Yes, s i r . 

10 Q. Are there any overrides? 

11 A. Yes. 

12 Q. Have you got the required percentage of --

13 does the State, by i t s e l f , give you the re q u i r e d 

14 percentage of non-cost-bearing? 

15 A. Most of the o v e r r i d i n g r o y a l t y owners have 

16 r a t i f i e d the u n i t . I s th a t your question? 

17 EXAMINER BROOKS: Let's go one at a time 

18 here, please. 

19 Q. (By Examiner Brooks) Do you have the required 

2 0 percentage of the non-cost-bearing i n t e r e s t s ? 

21 A. Yes. 

22 EXAMINER BROOKS: P h i l l i p ? 

2 3 EXAMINER GOETZE: No, I d o n ' t have any 

24 q u e s t i o n s . 

25 EXAMINER BROOKS: Okay. R i c h a r d ? 
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1 EXAMINER EZEANYIM: No. 

2 EXAMINER BOOKS: Very good. The witness 

3 may stand down, unless you have follow-up. 

4 MR. HALL: I do not. Thank you. 

5 So at t h i s time we would c a l l Ross Pearson t o 

6 the stand. 

7 • ' EXAMINER BOOKS: Mr. Pearson. 

8 ROSS PEARSON 

9 Having been f i r s t duly sworn, t e s t i f i e d as f o l l o w s : 

10 DIRECT EXAMINATION 

11 BY MR. HALL: 

12 Q. Again, f o r the record, s t a t e your name. 

13 A. Ross Pearson. 

14 Q. And Mr. Pearson, where do you l i v e , and by 

15 whom are you employed? 

16 A. I l i v e i n Dallas, Texas, and I'm the area 

17 production manager f o r Sundown Energy. 

18 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 

19 New Mexico Di v i s i o n ? 

2 0 A. No, I have not. 

21 Q. Why don't you give the Hearing Examiner a 

22 b r i e f summary of your educational background and work 

23 experience? 

24 A. I graduated i n 1984 from the New Mexico 

25 I n s t i t u t e of Mining Technology. I have a Bachelor of 
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1 Science Degree i n Petroleum Engineering. I 1ve 

2 e x t e n s i v e l y worked, probably 15 t o 20 years, i n the 

3 Permian Basin f o r several w a t e r f l o o d u n i t s a c t u a l l y i n 

4 New Mexico f o r Union Texas Petroleum. 

5 1 1ve also worked several numerous w e l l s i n 

6 Farmington, the San Juan Basin. And I'm c u r r e n t l y 

7 working on -- we've got probably about 35, 40 a c t i v e 

8 w e l l s we have i n the State of New Mexico r i g h t now, and 

9 t h i s w i l l be one of our smaller floods we're p u t t i n g i n . 

10 Q. You're f a m i l i a r w i t h the a p p l i c a t i o n s t h a t 

11 have been f i l e d i n these two cases? 

12 A. Yes, I am. 

13 Q. And the lands t h a t are the subject of the 

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

15 A. Yes, I am 

16 MR. HALL: At t h i s p o i n t , Mr. Examiner, we 

17 o f f e r Mr. Pearson as a q u a l i f i e d expert i n petroleum 

18 engineering. 

19 THE WITNESS: I'm also a Registered 

20 Petroleum Engineer i n the State of Texas. 

21 EXAMINER BOOKS: Congratulations. 

22 Q. (By Mr. H a l l ) Let's look at the e x h i b i t s you 

23 prepared. I ' l l ask you, has Sundown p r e v i o u s l y submitted 

24 a C-108 f o r the two i n j e c t i o n w e l l s t o the Division? 

2 5 A. Yes. 
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1 Q. Now, l e t ' s look at E x h i b i t 7. What does t h a t 

2 show us? 

3 A. That shows the requirements as f a r as the 

4 radius on the two i n j e c t o r s . I t also has the ac t u a l --

5 a l l the w e l l s , the a c t u a l w e l l s t h a t are involved i n the 

6 u n i t , and the C-102. 

7 Q. Let's t u r n t o E x h i b i t 8. Is E x h i b i t 8 a 

8 compilation of the C-102 p l a t s f o r a l l of the w e l l s you 

9 j u s t i d e n t i f i e d w i t h i n the u n i t ? 

10 A. Yes, t h a t ' s c o r r e c t . 

11 Q. For your i n j e c t i o n p r o j e c t , what i s the source 

12 of the i n j e c t i o n f l u i d s ? 

13 A. I worked w i t h a g e o l o g i s t . We determined 

14 t h a t , l o o k i n g at o f f s e t w e l l s , t h a t the Delaware looks 

15 l i k e i t has the best p o t e n t i a l as f a r as there's f a i r l y 

16 good-looking sands f u l l of water. 

17 And we went t o one of our working i n t e r e s t 

18 owners -- we don't operate the w e l l -- and acquired a 

19 sample of t h a t water. And we also ran c o m p a t i b i l i t i e s 

20 w i t h the San Andres water from the Bobbi producers, and 

21 i t appeared t o be f a i r l y compatible. We f e e l t h a t ' s the 

22 best water we could f i n d i n the area without using fr e s h 

23 water. 

24 Q. Mr. Pearson, would you address f o r the Hearing 

25 Examiners how you se lec ted the i n j e c t i o n i n t e r v a l i n the 
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1 San Andres and also i d e n t i f y the u n i t i z e d formation? 

2 I f you'd l i k e t o r e f e r t o --

3 A. The San Andres sect i o n i s approximately -- the 

4 San Andres s e c t i o n i n t h i s f i e l d i s about 600 fe e t of 

•5 gross i n t e r v a l . However, we f e e ! t h a t the u n i t i z e d 

6 s e c t i o n needs t o be b a s i c a l l y about 100. f e e t from t h i s 

7 c o r r e l a t e d s e c t i o n . 

' 8 This i s the a c t u a l main pay i n t h i s West 

9 Arkansas Junction F i e l d . 

10 EXAMINER BROOKS: Because we have a court 

11 r e p o r t e r making a record of t h i s , r a t h e r than saying, 

12 " t h i s , " i f you could say, "the area marked i n yellow." 

13 THE WITNESS: Okay. The area marked i n 

14 yellow, from 5,483 t o 5,501. 

15 EXAMINER EZEANYIM: Do you have a couple 

16 of these maps, so we can look at i t ? 

17 THE WITNESS: Yes. 

18 EXAMINER EZEANYIM: Can you give us one so 

19 we can look a t i t ? 

20 THE WITNESS: I can leave t h i s one r i g h t 

21 here. 

22 EXAMINER BOOKS: I s t h i s marked as an 

23 e x h i b i t , Mr. Hall? 

24 MR. HALL: I t ' s not. We can do t h a t . 

25 Let's c a l l t h a t E x h i b i t 15. 
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1 ( E x h i b i t 15 marked f o r i d e n t i f i c a t i o n . ) 

2 EXAMINER BROOKS: I've marked the one I 

3 have up here. Do you have two more copies you can get 

4 f o r us? Or at le a s t --

5 MR. HALL: We don't have them today. We 

6 can.supply them. 

7 EXAMINER BOOKS: We a c t u a l l y only need one 

8 more, because t h i s one w i l l come back w i t h the record 

9 MR. HALL: Do you have something t o r e f e r 

10 to? 

11 THE WITNESS: Yes, I do. 

12 EXAMINER BOOKS: I ' l l l e t you use t h a t , 

13 Mr. Ezeanyim, t o question the witness, and then we'11 

14 give i t t o court r e p o r t e r . 

15 You may continue, Mr. H a l l . You're not 

16 through; r i g h t ? 

17 MR. HALL: Not y e t . 

18 EXAMINER BOOKS: Unless you need t o 

19 i n t e r r u p t . 

20 EXAMINER EZEANYIM: Yes, please. We want 

21 t o e s t a b l i s h t h i s u n i t i z e d i n t e r v a l . And you were 

22 t a l k i n g about t h i s before we were i n t e r r u p t e d . I see 

23 your t a r g e t zone here. You s a i d 100 fee t from where t o 

24 where? I j ust want t o e s t a b l i s h - -

25 THE WITNESS: 100 f e e t from the zone 
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1 marked i n yellow, from 5,483 t o 5,501. 100 fe e t above 

2 and 100 f e e t below 

3 EXAMINER EZEANYIM: Okay. 

4 MR. HALL: 'Let's t u r n t o E x h i b i t 9 f o r ' t h e 

5 time being. 

6 We'll come back w i t h some a d d i t i o n a l geologic 

7 testimony, Mr. Ezeanyim. 

8 Q. (By Mr. Hal l ) I s E x h i b i t 9 a copy of the 

9 C-108 a p p l i c a t i o n t h a t was f i l e d w i t h the Division? 

10 A. Yes, t h a t ' s c o r r e c t . 

11 Q. Let's go through some of the components of 

12 t h a t . Can the Examiner f i n d a com p i l a t i o n of the 

13 wellbore schematics f o r the two i n j e c t o r s i n the C-108? 

14 A. Yes. 

15 Q. I f you would, discuss the casing and cement 

16 f o r the two i n j e c t o r s . 

17 A. The w e l l s were -- b a s i c a l l y , they a l l have 

18 the two i n j e c t o r s have got surface pipe set t o about 

19 1,900 f e e t , w i t h cement c i r c u l a t e d t o surface. And then 

20 obviously, cement i s t y p i c a l l y on the two i n j e c t o r s - -

21 the top of cement on the State of New Mexico W2 i s at 

22 4,670. And w i t h the San Andres p e r f o r a t i o n s , from 5,320 

23 to 5,584 . 

24 Q. W i l l i t be necessary t o i n j e c t the l i q u i d s 

25 under pressure? 
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1 A. Yes. 

2 Q. W i l l the wellheads f o r the i n j e c t o r s be 

3 equipped a check valve? 

4 A. Yes. 

5 Q. What m a t e r i a l s w i l l be used f o r the tubing? 

6 A. P l a s t i c coated 2 3/8. 

7 Q. What are the average and maximum d a i l y 

8 i n j e c t i o n r a t e s t h a t you're requesting? 

9 A. The average i s 500, w i t h a max of 1,000 

10 b a r r e l s of water per day. 

11 Q. A l l r i g h t . And how d i d you determine these 

12 rates? 

13 A. That's what we found t y p i c a l l y i s used i n 

14 other f i e l d s . 

15 Q. And what are the a n t i c i p a t e d average and 

16 maximum i n j e c t i o n pressures? 

17 A. We're assuming an average pressure of 1,200 

18 pounds and a maximum of 2,500. 

19 Q. Would you b r i e f l y discuss from w i t h i n the 

20 C-108 the chemical analysis of the i n j e c t i o n f l u i d s ? I s 

21 t h a t covered by the C-108? 

22 A. Yes. We have samples here from Cardinal Labs 

23 r e f l e c t i n g the a c t u a l samples of the Delaware and also 

24 the produced water. I s t h a t what you were asking? 

25 Q. Yes. 
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1 A. We also have samples of a l l the f r e s h water 

2 w e l l s , too. 

3 Q. Let's t u r n t o your a d d i t i o n a l geology 

4 e x h i b i t s . We have several t h a t together comprise E x h i b i t 

5 Number 10. Could you i d e n t i f y the top e x h i b i t and then 

6 j u s t e x p l a i n what geologic c r i t e r i a was u t i l i z e d t o 

•7 evaluate the information? 

8 A. E x h i b i t 10 i s b a s i c a l l y a i t ' s j u s t a 

9 s t r u c t u r e map on the top of the Capitan, which i s an easy 

10 marker f o r everyone t o see. As you can see, we've got --

11 the two i n j e c t o r s are a c t u a l l y i n the down s t r u c t u r e of 

12 the saddle of the San Andres f i e l d . 

13 And as you move on, you can see the next 

14 e x h i b i t i s a c t u a l l y the top of the San Andres. And of 

15 course i t ' s c o l o r shaded; w i t h darker co l o r s r e f l e c t i n g 

16 the down s t r u c t u r e of the f i e l d , and the higher po i n t s of 

17 the f i e l d i n l i g h t green. 

18 That's why we've i d e n t i f i e d t h a t . We f e e l i t 

19 makes sense t o i n j e c t down s t r u c t u r e i n t o the r e s e r v o i r 

20 using the State W2 and the Bobbi Number 4. 

21 Q. A l l r i g h t . 

22 A. And then we also have a cross-section here, 

23 which I have a l a r g e r copy which we can submit, which 

24 r e f l e c t s the zone i n question, t h a t i t c o r r e l a t e s across 

25 the whole f i e l d . I t ' s the San Andres. 
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1 Q. And the l a s t page? 

2 A. The l a s t page i s a c t u a l l y the net pay of the 

3 San Andres, the a c t u a l yellow San Andres t h a t we were 

4 using as the main pay marker. 

5 ' A s you can see, the two i n j e c t o r s also make 

6 sense because they're at the edges of the f i e l d , as f a r 

.7 as s t a r t i n g t h i s , o f f as a p e r i p h e r a l w a t e r f l o o d u n i t . 

8 MR. HALL: Mr. Examiner, would i t be 

9 h e l p f u l f o r you to see the l a r g e r cross - section? 

10 EXAMINER EZEANYIM: No. Go ahead. 

11 Q. (By Mr. H a l l ) Mr. Pearson, i s i t prudent and 

12 f e a s i b l e t o apply enhanced recovery techniques t o 

13 maximize the u l t i m a t e recovery of crude o i l from the u n i t 

14 area? 

15 A. Yes. There's been so many San Andres 

16 w a t e r f l o o d u n i t s i n the past t h a t we f e e l p r e t t y 

17 comfortable we're going t o get t y p i c a l l y a one-to-one 

18 primary and secondary r a t i o . 

19 When t h i s f i e l d came down, i n i t i a l production 

2 0 was a l i t t l e over 100 b a r r e l s a day. Most of the we l l s 

21 have f a i r l y low IPs, 25 t o 50 b a r r e l s a day. I t ' s f a i r l y 

22 low perm. And we f e e l the secondary recovery could 

23 a c t u a l l y be b e t t e r than the primary, based on t h a t . 

24 Q. W i l l the a d d i t i o n a l cost of the enhanced 

25 recovery operations exceed the value of the a d d i t i o n a l 
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1 o i l t o be recovered from the u n i t ? 

2 A. Yes . 

3 Q. Let me ask you t h a t again. 

4 A. T'm sorry. We are going t o d e f i n i t e l y - -

5 there'11 be more recovery of secondary reserves than the 

6 cost t o put the f l o o d i n . 

7 Q- A l l r i g h t . Are you s a t i s f i e d t h a t the 

8 i n j e c t i o n f l u i d s w i l l remain contained w i t h i n the 

9 u n i t i z e d formation? 

10 A. Yes . 

11 Q. How d i d you reach t h a t conclusion? 

12 A. The San Andres, as you can see, i s almost 600 

13 fee t of gross s e c t i o n . I t ' s extremely t i g h t low perm 

14 above and below. And then there's t h i s short 25, 30-foot 

15 s t r i n g where the a c t u a l pay zone i s . I t ' s a c t u a l l y 

16 o f f the r e s t of the f i e l d i s delineated by several dry 

17 holes. There's probably two or three dry holes around 

18 the f i e l d . 

19 Q. Is there c u r r e n t l y any non-San Andres 

20 production above the area of review, above the i n j e c t i o n 

21 i n t e r v a l ? 

22 A. No. 

23 Q- Any below? 

24 A. No, there's not. 

25 Q- Let's look at E x h i b i t 11. What does E x h i b i t 
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1 11 show us? 

2 A. E x h i b i t 11 i s a c t u a l l y a l l the penetrations 

3 through the San Andres se c t i o n , and some of them w i l l be 

4 inv o l v e d i n the w a t e r f l o o d u n i t . And we have the 

5 l o c a t i o n s and footages and also the ac t u a l l a t -logs. 

6 Q. I f you t u r n t o the second page of E x h i b i t 11, 

7 what i s that? 

8 A. That i s a c t u a l l y our i n t e n t i o n of re-naming 

9 the w e l l s t o the Bobbi State Waterflood U n i t , once we get 

10 permission t o put the u n i t s together. 

11 Q. I f we t u r n t o E x h i b i t 12, i s E x h i b i t 12 a 

12 com p i l a t i o n of the wellbore schematics f o r a l l the we l l s 

13 shown on the previous e x h i b i t s ? 

14 A. Yes. 

15 Q. What was the source of t h i s data? 

16 A. From the w e l l f i l e s t h a t we got from 

17 Chesapeake when we purchased the i n t e r e s t and also from 

18 the records from the NMOCD. 

19 Q. And were the a v a i l a b l e data s u f f i c i e n t t o 

2 0 permit you t o determine the casing depths and to 

21 a c c u r a t e l y c a l c u l a t e cement tops and bottoms? 

22 A. Yes, i t was. 

23 Q. Was there any evidence o f cas ing leaks i n any 
24 o f these wel l s? 

25 A. I d i d n ' t f i n d one cas ing leak r e p a i r i n any of 
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1 the w e l l f i l e s or State records. 

2 Q. Are you s a t i s f i e d t h a t the co n d i t i o n s of the 

3 wells i n the AOR are such t h a t none of them w i l l act as a 

4 conduit of f l u i d s from the i n j e c t i o n i n t e r v a l t o fre s h 

5 water aquifers? 

6 A. Yes, I am. 

7 Q. Would you i d e n t i f y a l l the f r e s h water 

8 aq u i f e r s w i t h i n the AOR? I s t h a t shown i n the C-108? 

9 A. Yes, i t i s . I t ' s the Ogallala, and i t ' s 

10 the depth i s 100 -- i t s t a r t s at 54 f e e t , and maximum 

11 depth i s t y p i c a l l y 160 f e e t . 

12 Q. Are there any known sources of f r e s h water 

13 below the i n j e c t i o n i n t e r v a l ? 

14 A. No. 

15 Q. Have you examined the a v a i l a b l e geologic and 

16 engineering data f o r evidence of open f a u l t s or any other 

17 hydrologic connection between the w a t e r f l o o d zone and any 

18 source of underground d r i n k i n g water? 

19 A. Yes, I have. We don't see any, as f a r as open 

20 f a u l t s , because the cross-section i s p r e t t y w e l l -- we 

21 don't see any s h i f t s along the pay se c t i o n . So we're 

22 p r e t t y sure there's no open f a u l t s i n the f i e l d or 

23 f a u l t s , p e r i o d , t h a t we can see w i t h the w e l l logs. 

24 Q. I f we r e f e r back t o the C-108, does i t also 

25 include a l i s t of i n t e r e s t owners and o f f s e t operators t o 
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1 whom Sundown sent n o t i c e of i t s i n j e c t i o n a p p l i c a t i o n ? 

2 A. Yes. 

3 Q. Did Sundown receive any obj e c t i o n s pursuant t o 

4 that? 

5 A. We had no ob j e c t i o n s through the whole 

6 . process. 

7 Q. . Do you foresee any need t o request a higher • 

8 i n j e c t i o n pressure from the D i v i s i o n i n the future? 

9 A. Yes, we w i l l need a higher i n j e c t i o n pressure. 

10 Q. How w i l l you determine that? 

11 A. We'll run a step r a t e t e s t . 

12 Q. Y o u ' l l provide the r e s u l t s of t h a t t o the 

13 D i v i s i o n ? 

14 A. Pressure r a t e . Pressure r a t e , u n t i l we see a 

15 p a r t i a l break back. 

16 Q. I n your o p i n i o n , can t h i s p r o j e c t be operated 

17 so t h a t the i n j e c t i o n f l u i d w i l l remain contained w i t h i n 

18 the u n i t i z e d formation? 

19 A. Yes, i t can. 

20 Q. I n your o p i n i o n , w i l l i n j e c t i o n operations 

21 pose any t h r e a t of impairment of c o r r e l a t i v e r i g h t s or 

22 waste of hydrocarbon resources? 

23 A. No. 

24 Q. I n your o p i n i o n , can the p r o j e c t be operated 

25 so t h a t p u b l i c h e a l t h and s a f e t y and the environment can 
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1 be protected? 

2 A. Yes, i t can. 

3 Q. I n your opinion, under the Unit Agreement, 

4 w i l l u n i t i z e d substances be a l l o c a t e d t o the 

5 separately-owned t r a c t s w i t h i n the u n i t oh a f a i r , 

6 reasonable, and equit a b l e basis? 

7 A. Yes, i t w i l l . 

8 Q. Were E x h i b i t s 7 through 12 and 15, the 

9 wellbore schematic, prepared by you or at your d i r e c t i o n ? 

10 A. Yes, i t was. 

11 ' Q. I n your opinion, Mr. Pearson, w i l l g r a n t i n g 

12 Sundown Energy's a p p l i c a t i o n promote the i n t e r e s t of 

13 conservation, r e s u l t i n the prevention of waste and the 

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

15 A. Yes, i t w i l l . 

16 MR. HALL: At t h i s p o i n t , Mr. Examiner, we 

17 would o f f e r E x h i b i t s 7 through 12 and 15. Also before 

18 you are our Notice A f f i d a v i t s , E x h i b i t s 13 and 14. We 

19 move the admission of a l l of those. And t h a t concludes 

20 our d i r e c t of t h i s witness. 

21 EXAMINER BROOKS: Which e x h i b i t s was i t 

22 t h a t you're c u r r e n t l y o f f e r i n g ? 

23 MR. HALL: I t would be 7 through 12 and 

24 15, sponsored by t h i s witness. And E x h i b i t s 13 and 14 

25 are my Notice A f f i d a v i t s f o r both cases. 
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1 EXAMINER BROOKS: Okay. I kin d of t h i n k 

2 we already admitted 7. But I'm not sure, so I w i l l say 

3 we w i l l admit 7 through 12 and 15 at t h i s time. 

4 MR. HALL: And 13 and 14? 

5 ' EXAMINER BROOKS: And 13 and 14 are? 

6 MR. HALL: The Notice A f f i d a v i t s . 

7 EXAMINER BROOKS: You're•submitting those 

8 also? 

9 MR. HALL: Yes, s i r . 

10 EXAMINER BROOKS: 13 and 14 are also 

11 admitted. 

12 ( E x h i b i t s 7 through 15 were admitted.) 

13 MR. HALL: That concludes our d i r e c t of 

14 t h i s witness. 

15 EXAMINER BROOKS: Mr. Ezeanyim, do you 

16 want t o question the witness? 

17 EXAMINATION 

18 BY EXAMINER EZEANYIM: 

19 Q. F i r s t of a l l , l e t ' s s t a r t w i t h the depth of 

20 f r e s h water i n t h i s area. What i s the deepest w e l l of 

21 f r e s h water i n t h a t area? 

22 A. 160 f e e t , w i t h a top coming i n at around 54 

23 f e e t . 

24 Q. With what?. 

25 A. The top of Ogal l a l a i s at 54, down t o 160 
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1 f e e t . 

2 Q. Now, how many producers do we have there f o r 

3 t h i s project?-

4 A. Seven. 

5 Q. And you have i s t h i s a l i n e drive? 

6 A. P e r i p h e r a l w a t e r f l o o d . We 1ve also - - I ran 

7 the economics considering converting the State K&N Number 

8 1 t o i n j e c t i o n l a t e r i n the p r o j e c t , but we're not 

9 applying f o r t h a t r i g h t now. 

10 Q. Right. Now you're doing p e r i p h e r a l ? Because 

11 I can see your i n j e c t o r s . 

12 A. Right. I t ' s j u s t the Bobbi 4 and the State 

13 W2 . 

14 Q. You t a l k e d about the water source. You're 

15 i n j e c t i n g i n the Bone Springs. Where i s the water coming 

16 from? 

17 A. The Delaware. 

18 Q. Delaware. How compatible are they? 

19 A. We a c t u a l l y had Champion Labs - - the w e l l was 

20 r e f e r r e d t o as the Torro Number 20. I t ' s probably about 

21 two and a h a l f miles away. And we requested from the 

22 operator t o get a sample and went and got a sample from 

23 our Bobbi lease and took i t t o Champion Labs. And they 

24 said i t ' s minor s c a l i n g , but they f e l t i t was compatible. 

25 Q. I s i t i n here --
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1 A. Yes. 

2 Q. - - so I can look at i t ? 

3 A. Yes. 

4 Q. You prepared the Form C-108. I haven't looked 

5 at i t , but I was glancing through i t . 

6 Let's go back t o your two i n j e c t i o n w e l l s . 

7 These w e l l s are e x i s t i n g w e l l s you want t o convert t o 

8 i n j e c t i o n w e l l s ; r i g h t ? 

9 A. Yes. 

10 Q. They're c u r r e n t l y producers, but you want t o 

11 convert them? 

12 A. Right. 

13 Q. Did you do the diagram? 

14 A. Yes. 

15 Q. Let's go back t o t h a t the f i r s t one. Here we 

16 go. 

17 A. The State of New Mexico W2, i s t h a t the f i r s t 

18 one? 

19 Q. Yeah, the f i r s t one. Then I see the 

20 c o n f i g u r a t i o n when i t ' s producing. I have no problem 

21 w i t h t h a t . But now you want t o apply f o r an i n j e c t o r , 

22 and there you have a diagram. Okay. 

23 A. The Bobbi 2 i s p r e t t y simple. We j u s t have t o 

24 b a s i c a l l y run a Baker packer and p l a s t i c - c o a t e d tubing. 

25 Q. And you are using the same pe r f s t h a t you use 
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1 when you are producing? 

2 A. Excuse me? 

3 Q. The same p e r f o r a t i o n s ? 

'4 A. Yes. We're going t o use e x i s t i n g 

5 p e r f o r a t i o n s . 

6 Q. . Then i n t h i s i n j e c t i o n w e l l , d i d you do the 

7 c a l c u l a t i o n and t o come up w i t h t h a t upper cement? 

8 A. That c a l c u l a t i o n came from the o r i g i n a l 

9 records from the NMOCD. 

10 Q. What do you mean by, "NMOCD"? 

11 A. When they turned i n t h e i r completion papers, 

12 t h a t was the top t h a t the o r i g i n a l operator t h a t d r i l l e d 

13 the w e l l came up w i t h . I was j u s t r e f e r r i n g t o the 

14 completion papers. 

15 Q. Very good. Thank you. 

16 Your surface casing i s set at 1,900, 1,876? 

17 A. Yes. 

18 Q. The other one i s -- l e t ' s go to the next one. 

19 A. The Bobbi 4 i s going t o r e q u i r e a l o t more 

20 work because i t ' s a plugged w e l l . 

21 Q. Yeah, because you have a l o t of p e r f s . I 

22 don't know whether I'm looki n g at the same w e l l . Okay. 

23 Yeah, Bobbi Number 4. I t was d r i l l e d i n 1981 and has 

24 been plugged; r i g h t ? 

2 5 A. Yes. 
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1 Q. Has i t been converted? 

2 A. I t ' s c u r r e n t l y i n the current s t a t e you're 

3 seeing. I t ' s s t i l l plugged. 

4' Q- Where i s the schematic f o r when you convert 

5 i t ? 

6 A. I t ' s the second page. 

7 Q- Okay. 

8 A. We have t o d r i l l out a l l the plugs. We have 

9 to run a cement bond log and determine the top of the 

10 cement. And then we're going t o go ahead and p e r f o r a t e 

11 above the top of the cement t h a t we see from the cement 

12 bond l o g , and we are estimated t o pump about 300 sacks of 

13 50/50 and get the cement up i n t o the -- complete the 

14 concrete a l l the way up t o and below the surface shoe. 

15 Q. That's what you want t o do? 

16 A. Yeah. I want t o make sure t h a t we have 

17 concrete from top t o bottom. Then obviously, we've got 

18 to t e s t those o r i g i n a l squeezed zones and make sure they 

19 hold. And we may have t o re-squeeze those i n the 

20 process. 

21 Q. Okay. 

22 A. The whole t h i n g i s i t ' s got t o pass a 

23 mechanical i n t e g r i t y t e s t . 

24 Q. But you have t o do t h i s before you can pass 

25 the MIT? 
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1 A. Exactly. 

2 Q. Go back t o the area of review. These are the 

3 two th i n g s we look a t : The i n j e c t i o n w e l l s , i s i t okay? 

4 The area of review, are you going t o be contaminating the 

5 USDWs? Once we do t h a t , the a p p l i c a t i o n i s approved. 

6 But l e t ' s go t o the area of review. I t h i n k 

7 you have -- okay. Yeah. I have a spreadsheet t h a t says, 

8 "Area of review." Most of them are plugged and 

9 abandoned. I haven't looked at i t . 

10 Are you confident w i t h the plugged and 

11 abandoned status of those wells? I d i d n ' t have time t o 

12 look at i t . 

13 A. Yes. They were plugged f a i r l y l a t e i n l i f e . 

14 The issue t h a t we had at hand was we a c t u a l l y had a 

15 working i n t e r e s t i n t h i s f i e l d . Chesapeake was the 

16 operator on the Bobbi lease. They came t o us and they 

17 t r i e d t o plug the f i e l d out. 

18 And we were l i k e , "No. We want t o take over 

19 operations." Because when we saw the State W2 lease, we 

2 0 said, "This i s - - we have a nice, small s t r u c t u r e f i e l d , 

21 270,000 b a r r e l s on primary. I t would be t e r r i b l e t o 

22 waste i t . " 

23 So we were able t o take over Chesapeake's 
24 i n t e r e s t i n l i e u o f them g e t t i n g out o f the p lugg ing 

25 l i a b i l i t y . I j u s t d o n ' t t h i n k t h i s f i e l d i s b i g enough 
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1 f o r someone l i k e Chesapeake t o want t o worry about. 

2 That's how we ended up w i t h the f i e l d . 

3 Q. On t h a t spreadsheet again, when we determine 

4 . the top of cement, there are methods f o r t h a t . E i t h e r 

5 you run a temperature survey, a cement bond log, 

6 c i r c u l a t e i t t o the surface or whatever, how you 

7 c a l c u l a t e i t . 

8 But when you t e l l me, "well f i l e , " what do you 

9 want me to do w i t h t h a t information? I see here some of 

10 them say, "Well f i l e . " Which w e l l f i l e , an OCD w e l l 

11 f i l e ? 

12 A. You're t a l k i n g Bobbi State Number 5? 

13 Q. Bobbi State Number 1. The method of 

14 determining the top of cement i s w e l l f i l e . I don't know 

15 what t h a t means. We have methods f o r determining top of 

16 cement, c a l c u l a t i o n s , c i r c u l a t i o n , cement bond l o g . 

17 A. Probably c a l c u l a t i o n . 

18 Q. But when you say, "w e l l f i l e , " I don't know 

19 what t h a t means. 

20 A. I t came out of the o r i g i n a l w e l l f i l e , where 

21 someone else has done the c a l c u l a t i o n s . 

22 Q. But which c a l c u l a t i o n s ? Because I don't t r u s t 

23 c a l c u l a t i o n s . Which c a l c u l a t i o n s ? But i f you say, "well 

24 f i l e , " i t ' s not a method of determination. 

25 A. I understand. 
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1 Q. I know what you're t r y i n g t o do. You're 

2 saying, "Oh, I got i t from w e l l f i l e . Therefore, i t 

3. should be okay." Not eve r y t h i n g i n w e l l f i l e i s okay. 

4 What I'm t r y i n g t o see here i s t h a t before we 

5 approve t h i s i n j e c t i o n w e l l , whether you have your cement 

6 p r o p e r l y done so t h a t you can i n j e c t i n t o i t . 

7 Most of these are under pressure. We don't 

8 want t o blow up ev e r y t h i n g . So when you t e l l me, "well 

9 f i l e , " I don't know whether you want me to go to the w e l l 

10 f i l e t o s t a r t l o o k i n g f o r -- I don't have time t o do 

11 t h a t . 

12 A. Generally, the volumes of concrete t h a t they 

13 pump on the production s t r i n g s have been more than 

14 adequate because of when t h i s f i e l d was -- I mean 300 

15 sacks, 400 sacks, 500 sacks. I mean we're going t o have 

16 at l e a s t 1,000 f e e t t o 1,500 f e e t of cement above the 

17 i n j e c t i o n i n t e r v a l . 

18 Unfor t u n a t e l y , i t ' s j u s t , you know, the nature 

19 of the beast. Some of these f o l k s t h a t d r i l l e d these 

20 w e l l s were very small independent operators, and they 

21 d i d n ' t want t o spend the money running a cement bond log. 

22 Q. When you say, "well f i l e , " I put here, 

23 " c a l c u l a t i o n . " 

24 A. Yes, c a l c u l a t i o n . 

25 Q. So I w i l l appreciate i t i f you say, "by 
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c a l c u l a t i o n , " so I w i l l know what t o do. 

2 I f i t ' s by temperature survey or cement bond 

3 log, I have more confidence i n those. But when i t ' s , 

4 "well f i l e , " I don't know. But i f i t ' s c a l c u l a t e d , I 

5 know what t o do. That i n f o r m a t i o n i s very r e l e v a n t t o us 

6 t o determine how high i t i s . 

CO
 

.
 

I'm not going t o s t a r t going through a l l of 

t h i s . I'm not going t o look at your plugged and 

9 abandoned w e l l s , because most of them there are plugged 

10 and abandoned, and we need t o make sure they are 

11 c o r r e c t l y done. And then we determine whether there w i l l 

12 be remedial work t o do t o make sure you don't contaminate 

13 the d r i n k i n g water, which might be at 160 f e e t . 

14 Did you say t h a t your g e o l o g i s t might answer 

15 t h i s question about f a u l t s i n t h i s area, any f a u l t s t h a t 

16 might act as a conduit? 

17 A. We d i d n 1 t see any f a u l t s because of the 

18 c r o s s - s e c t i o n . I t completely c o r r e l a t e s across the main 

19 p a r t of the San Andres se c t i o n . 

20 EXAMINER EZEANYIM: Okay. Thank you very 

21 much. 

22 EXAMINER BOOKS: P h i l l i p ? 

23 EXAMINER GOETZE: Yes. 

24 

25 

' : " : rr. : : : — — — : — - i 
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1 EXAMINATION 

2 BY EXAMINER GOETZE: 

3 Q. You were b r i n g i n g up the shallow a q u i f e r . 

4 Have you reviewed the logs f o r those or any type of State 

5 logs? 
6 A. We p u l l e d up from the State END and p u l l e d up 

7 a l l the w e l l s . 

8 Q. Do you know i f they made i t t o the red beds? 

9 A. I don't know t h a t . What I was very 

10 comfortable w i t h w i t h almost a l l the w e l l s , they took the 

11 surface pipe down to 1,900 fe e t and they surveyed t o 

12 surface. I t h i n k they d i d n ' t do t h a t because there must 

13 have been some issues w i t h red beds or whatever, and 

14 t h a t ' s why the surface pipe i s set as deep as i t i s i n 

15 t h a t area. 

16 Q. I n your C-108 a p p l i c a t i o n , I j u s t want t o make 

17 sure I'm seeing t h i s r i g h t . I n your wellbore 

18 c o n s t r u c t i o n diagrams, you don't have any bottom plugs. 

19 These are a l l open hole? 

20 A. Oh, no. There should be -- they're cemented 

21 i n the bottom. 

22 Q. They are cemented t o the bottom? 

23 A. Yes, yes. 

24 Q. T h a t ' s f o r both we l l s? 

25 A. Yes. They ' re a l l - - the re s t i l l i s - -
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1 probably the f l o a t c o l l a r and the f l o a t shoe are s t i l l 

2 there. 

3. EXAMINER EZEANYIM: They're not shown on 

4 the diagram? 

5 THE WITNESS: Yes. I t ' s a mistake. 

6 EXAMINER EZEANYIM: But you're going t o do 

7 i t ? 

8 THE WITNESS: Yes, I w i l l . 

9 Q. (By Examiner Goetze) Then E x h i b i t 10, we have 

10 a very nice i n t e r p r e t a t i o n . But the f i r s t item and the 

11 second item, I have no problems w i t h . 

12 The isopach i n Section 28, -we draw a c i r c l e 

13 p r e t t y t i g h t , based upon what i n f o r m a t i o n i n Section 28? 

14 A. Well, I would believe t h a t would be a geologic 

15 i n t e r p r e t a t i o n . 

16 Q. But the other Yates w e l l i s a mile away? 

17 We're confident i n that? 

18 A. (Witness nods.) 

19 Q. So --

20 A. You know, the hardest t h i n g w i t h t h i s -- I 

21 want t o say w i t h the f i e l d i s t h a t w i t h only working w i t h 

22 270,000 b a r r e l s on primary, and these w e l l s t y p i c a l l y 

23 only cumed 30- t o 40,000 b a r r e l s on primary, g e n e r a l l y 

24 the operators i n t h i s area would d r i l l u n t i l they had an 

25 uneconomic w e l l , and then they would stop. 
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1 EXAMINER GOETZE: I'm j u s t seeing how 

2 you're c l o s i n g o f f your isopachs. That's a l l . No more 

3 questions. 

4 MR. HALL: That's a l l we have. We'd ask 

5 that the case be taken under advisement. 

6 EXAMINER BROOKS: Very good. I f there's 

7 nothing f u r t h e r from e i t h e r of the Examiners, then the 

8 witness w i l l be dismissed, and Case Numbers 14982 and 

9 14983 be taken under advisement. 

1 0 * * * 

11 

12 

13 

14 
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