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1 (8:21 a.m.) 

2 EXAMINER BROOKS: Then we w i l l c a l l Case 

3 Number 15006, a p p l i c a t i o n of OXY USA, Inc. f o r a 

4 nonstandard spacing and p r o r a t i o n u n i t and compulsory 

5 p o o l i n g , Eddy County, New Mexico. 

6 C a l l f o r appearances. 

7 MS. CHAPPELLE: Good morning, Hearing 

8 Examiner. My name i s Germaine Chappelle, Gallagher & 

9 Kennedy, and I'm representing OXY. I have several 

10 witnesses here. We don 11 know i f anyone i s o b j e c t i n g . 

11 EXAMINER BROOKS: How many witnesses? 

12 MS. CHAPPELLE: We have three. 

13 EXAMINER BROOKS: Any other appearances? 

14 Very good. 

15 W i l l the witnesses stand and i d e n t i f y 

16 themselves, please? 

17 MR. ERICKSON: My name i s Richard Erickson. 

18 EXAMINER BROOKS: Each witness w i l l need t o 

19 s t a t e your name. 

2 0 MR. CANON: My name i s Christopher Canon. 

21 MR. GERRARD: I'm Bruce Gerrard. 

22 EXAMINER BROOKS: Witnesses remain 

23 standing, and the court r e p o r t e r w i l l swear the 

24 witnesses. 

25 (Mr. Erickson, Mr. Canon and Mr. Gerrard 
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1 sworn.) 

2 EXAMINER BROOKS: Okay. Counsel, we need 

3 you up here at the counsel t a b l e , and we need the f i r s t 

4 witness a t the t a b l e on the l e f t , t o my l e f t . 

5 MS. CHAPPELLE: Chris. 

6 EXAMINER BROOKS: Since t h i s i s a 

7 compulsory p o o l i n g case and they're p r e t t y r o u t i n e , 

8 opening statements are not usual, but you have the 

9 o p p o r t u n i t y t o make one i f you want t o . 

10 MS. CHAPPELLE: Thank you, s i r . What I ' d 

11 l i k e t o do i s j u s t get you a copy of our e x h i b i t s up 

12 f r o n t , so you can f o l l o w through. 

13 EXAMINER BROOKS: Okay. That would be 

14 h e l p f u l . 

15 MS. CHAPPELLE: May I approach? 

16 EXAMINER BROOKS: Yes. 

17 Of course, you need a set f o r the court 

18 r e p o r t e r , but i t would be good t o have a set f o r the 

19 t e c h n i c a l examiner and f o r myself. 

20 MS. CHAPPELLE: What I ' d l i k e t o do f i r s t 

21 i s q u a l i f y the witness as an expert. 

22 EXAMINER BROOKS: That i s customary. You 

23 may please c a l l the witness f o r the record, and then you 

24 may proceed. 

25 MS. CHAPPELLE: I c a l l Christopher Canon as 
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1 my f i r s t witness. 

2 EXAMINER BROOKS: Okay. You may proceed. 

3 CHRISTOPHER J. CANON, 

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

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

6 DIRECT EXAMINATION 

7 BY MS. CHAPPELLE: 

8 Q. Mr. Canon, can you please give us your 

9 background; who do you work f o r , s t a t e your name and 

10 address and your q u a l i f i c a t i o n s ? 

11 A. My name i s Christopher John Canon. I'm a 

12 senior land n e g o t i a t o r f o r Occidental Petroleum. I 

13 received a bachelor of business a d m i n i s t r a t i o n from 

14 Texas A & M U n i v e r s i t y , 2001; a J.D. from Texas Tech 

15 School of Law, 2004, and I've been a landman f o r eight 

16 years. 

17 Q. Have you ever t e s t i f i e d i n t h i s hearing 

18 examiner's room before? 

19 A. No. 

20 MS. CHAPPELLE: With t h a t , I tender the 

21 witness. 

22 EXAMINER BROOKS: Okay. 

23 You're a g e o l o g i s t , c orrect? 

24 THE WITNESS: I'm a landman. 

25 EXAMINER BROOKS: A landman. 
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1 THE WITNESS: Yes, s i r . 

2 EXAMINER BROOKS: And have you reviewed the 

3 land matters r e l a t e d t o t h i s case? 

4 THE WITNESS: Yes, s i r . 

5 EXAMINER BROOKS: Very good. He i s so 

6 q u a l i f i e d . 

7 MS. CHAPPELLE: Thank you, s i r . 

8 Q. (BY MS. CHAPPELLE) I ' d l i k e t o d i r e c t your 

9 a t t e n t i o n t o what's lab e l e d E x h i b i t 1, and i f you could 

10 describe t h a t f o r the Hearing Examiner, please? 

11 A. E x h i b i t 1 i s a extended map overview of the 

12 area where the w e l l l i e s i n r e l a t i o n t o surrounding 

13 townships and w i t h i n the s t a t e . I t i s i n the center of 

14 the b i g blue c i r c l e , and t h i s i s j u s t t o give context. 

15 Q. Are you f a m i l i a r w i t h the sta t u s of lands i n 

16 the subject area? 

17 A. Yes. 

18 Q. We're going t o go t o t h a t next. 

19 MS. CHAPPELLE: So w i t h t h a t , I ' d l i k e t o 

20 o f f e r E x h i b i t 1 i n t o the record. 

21 EXAMINER BROOKS: Okay. I t ' s customary 

22 here t o o f f e r a l l your e x h i b i t s a f t e r you f i n i s h 

23 examining the witness. 

24 MS. CHAPPELLE: A f t e r . Okay. Thank you, 

25 Hearing Examiner. 
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1 Q. (BY MS. CHAPPELLE) With t h a t , I ' d l i k e you t o 

2 t u r n t o E x h i b i t 2, please, and could you describe t h a t 

3 e x h i b i t ? 

4 A. E x h i b i t 2 i s an overview of the subject of our 

5 a p p l i c a t i o n today. I t shows our requested nonstandard 

6 spacing of 160 acres i n the south h a l f of the south h a l f 

7 of Section 26, Township 23 South, Range 30 East. I t 

8 also shows a b r i e f breakdown of working i n t e r e s t s , which 

9 we look, a d d i t i o n a l l y , on a subsequent s l i d e of the area 

10 a t issue. 

11 The red s t a r on the e x h i b i t i s the proposed 

12 w e l l , the FNR 26 Federal #4H. A d d i t i o n a l l y w i t h i n t h i s 

13 4 0-acre spacing u n i t , under a J o i n t Operating Agreement 

14 dated 8/25/98, we have the FNR 26 Federal #1, and 

15 h i g h l i g h t e d i n yellow i s shared by OXY and 

16 ConocoPhillips, also 50/50, under Federal Lease 

17 NM0531277A. 

18 Q. Thank you. 

19 And could we please proceed t o E x h i b i t 

2 0 Number 3? 

21 A. E x h i b i t Number 3, as I said, i s j u s t a b r i e f 

22 breakdown of the shared working i n t e r e s t s across the --

23 i n the spacing u n i t , the requested spacing u n i t . As you 

24 can see, OXY and ConocoPhillips share the working 

25 i n t e r e s t , 50 percent each. 
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1 Q. Thank you. 

2 And l e t ' s move now t o E x h i b i t 4. Can you 

3 please discuss the n e g o t i a t i o n s t h a t occurred between 

4 ConocoPhillips and OXY regarding v o l u n t a r y 

5 p a r t i c i p a t i o n ? 

6 A. E x h i b i t 4 i s , as the t i t l e s t a t e s , an Event 

7 Timeline. I t shows a b r i e f breakdown of our ongoing 

8 n e g o t i a t i o n s over the l a s t several months i n our 

9 attempts t o come t o an agreement as t o the proposed w e l l 

10 w i t h our pa r t n e r i n the w e l l . As you can see reading 

11 through the t i m e l i n e , OXY has shown d i l i g e n c e i n t r y i n g 

12 t o f i n d a mutually agreeable c o n t r a c t agreement between 

13 the two p a r t i e s . 

14 Q. And t o date, has OXY reached an agreement w i t h 

15 ConocoPhillips? 

16 A. We have not. 

17 Q. So do they remain uncommitted t o t h i s proposed 

18 well? 

19 A. Yes. 

20 Q. Please move t o E x h i b i t 5 and describe t h a t . 

21 A. E x h i b i t 5 shows a -- E x h i b i t 5 i s a copy of the 

22 o r i g i n a l w e l l proposal and AFE t h a t we sent t o 

23 ConocoPhillips on March 8th, 2013 g i v i n g them n o t i c e of 

24 our cu r r e n t plans t o spud the w e l l . And a d d i t i o n a l l y 

25 attached i s an AFE which breaks down the proposed costs 
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1 estimated f o r the w e l l . 

2 Q. And does i t also include c e r t i f i c a t i o n of the 

3 r e c e i p t of the --

4 A. Yes. Yes. A d d i t i o n a l l y attached i s a copy of 

5 the, I guess, green card t h a t was returned t o us t h a t i s 

6 the c e r t i f i e d r e t u r n r e c e i p t t h a t we received back from 

7 ConocoPhillips on A p r i l 2nd. We d i d not hear a response 

8 back from them by the 30-day e x p i r a t i o n of May 2nd. 

9 Q. Thank you. 

10 And l e t ' s t u r n now t o E x h i b i t Number 6, and 

11 please describe t h a t f o r the Hearing Examiners. 

12 A. E x h i b i t Number 6 i s an overview of the proposed 

13 l a t e r a l surface and bottom-hole l o c a t i o n f o r the 

14 Federal - - o r f o r the FNR 26 Federal #4H. I t s purpose 

15 i s t o show you t h a t we are w i t h i n the st a t e - p r e s c r i b e d 

16 setbacks of 33 0. This w e l l l i e s i n the Forty-Niner 

17 Ridge Delaware southeast pool. And there are not any 

18 prescribed p o o l - s p e c i f i c r u l e s f o r spacing, so these 

19 d e f a u l t , my understanding i s , t o the s t a t e r u l e s , which 

20 i s 330. And t h i s i s t o i l l u s t r a t e t h a t we are st a y i n g 

21 w i t h i n normal setbacks. 

22 Q. Thank you. 

23 Do you a l so have a s tandard p e n e t r a t i o n 

24 p o i n t , as w e l l as a s tandard bot tom-hole l o c a t i o n ? 

2 5 A. Yes. 

PAUL BACA PROFESSIONAL COURT REPORTERS 
9f 19b461 -bd 0b-468b-bed 0-75e2f3a9854e 



Page 10 

1 Q. And what i s the stat u s of BLM's knowledge of 

2 t h i s p a r t i c u l a r forced pooling? 

3 A. They have made no comments as t o concerns 

4 regarding the for c e d pool, although we have contacted 

5 them, and they -- they have no issues t h a t they 1ve 

6 r a i s e d t o date. 

7 Q. Do you have a copy of our pre-hearing 

8 memorandum i n f r o n t of you? 

9 A. I do not. 

10 MS. CHAPPELLE: May I pass t h a t t o the 

11 witness? 

12 EXAMINER BROOKS: You may. 

13 MS. CHAPPELLE: Thank you. 

14 Q. (BY MS. CHAPPELLE) And i f you wouldn't mind 

15 j u s t reviewing the bottom of page 2, onto the top of 

16 page 3. 

17 EXAMINER EZEANYIM: Which e x h i b i t are we 

18 t a l k i n g about? 

19 MS. CHAPPELLE: The pre-hearing statement. 

2 0 EXAMINER EZEANYIM: Oh, the one you 

21 submitted? The one you submitted, r i g h t ? 

22 MS. CHAPPELLE: Oh. Yes, s i r . Yes, s i r . 

23 A. Okay. 

24 Q. (BY MS. CHAPPELLE) So I j u s t wanted t o - - do 

25 you want t o c l a r i f y your answer w i t h respect t o BLM's 
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1 communication on the issue? 

2 A. We d i d contact the BLM regarding the matter, 

3 and they n e i t h e r oppose nor support t h i s a p p l i c a t i o n . 

4 Q. Thank you so much. 

5 A. Sure. 

6 Q. I f you wouldn't mind going back t o the AFE f o r 

7 a moment. Are the costs t h a t are r e f l e c t e d on the AFE 

8 consistent w i t h what the company has i n c u r r e d f o r 

9 d r i l l i n g s i m i l a r w e l l s i n the area? 

10 A. Yes. 

11 Q. Has the company made an estimate of the 

12 overhead and a d m i n i s t r a t i v e costs w h i l e d r i l l i n g t h i s 

13 w e l l , i f successful? 

14 A. Yes. 

15 Q. And would you please provide those numbers f o r 

16 the Examiners? 

17 A. 740 per day f o r producing, and 6,700 a day f o r 

18 d r i l l i n g . 

19 Q. Are these costs, l i k e w i s e , c onsistent w i t h what 

2 0 the company and other operators i n t h i s area charge f o r 

21 s i m i l a r w e l l s , t o your knowledge? 

22 A. Yes. 

23 Q. Does the company request t h a t these f i g u r e s be 

24 i nco rpo ra t ed i n t o any order and t h a t the order p rov ide 

25 them t o be a d j u s t e d i n accordance w i t h the COPAS, 
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1 C-O-P-A-S, guidelines? 

2 A. Yes. 

3 Q. Now, w i t h respect t o the formation of the 

4 nonstandard u n i t , has the company brought a g e o l o g i s t 

5 today t o provide t e c h n i c a l testimony i n support of the 

6 proposed nonstandard u n i t ? 

7 A. Yes. 

8 Q. Re f e r r i n g t o E x h i b i t 7, which I'm going t o hand 

9 you, i t ' s a d r a f t . 

10 MS. CHAPPELLE: And you don't have a copy 

11 of t h a t . My secretary i s b r i n g i n g the n o t a r i z e d copy. 

12 EXAMINER EZEANYIM: I don't have a 7, do 

13 you? 

14 EXAMINER BROOKS: No. That's what she j u s t 

15 s a i d ; we don't have 7. 

16 MS. CHAPPELLE: But I w i l l provide t h a t t o 

17 you before the end of the hearing. 

18 EXAMINER BROOKS: Okay. 

19 Q. {BY MS. CHAPPELLE) So could you please describe 

20 E x h i b i t 7? 

21 EXAMINER EZEANYIM: Do we need t o see what 

22 he's describing? I need t o see the p l a t . 

23 EXAMINER BROOKS: I t ' s going t o be provided 

24 l a t e r . I t h i n k i t would be more e f f i c i e n t t o go ahead 

25 and have him go through i t . I take i t t h i s i s the 
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1 Notice of A f f i d a v i t ? 

2 MS. CHAPPELLE: I t ' s the n o t i c e of 

3 a f f i d a v i t . She j u s t needs t o b r i n g the signed -- the 

4 n o t a r i z e d copy. 

5 EXAMINER EZEANYIM: I thought i t was a 

6 diagram. 

7 MS. CHAPPELLE: Oh, sorry. Yeah, I 

8 apologize. 

9 A. E x h i b i t 7 i s an a f f i d a v i t t h a t i s a t t e s t i n g t o 

10 the n o t i c e requirements under New Mexico r u l e s . 

11 Q. (BY MS. CHAPPELLE) For other i n t e r e s t e d owners. 

12 Can you please read o f f , on the next page, 

13 the i n t e r e s t e d owners t h a t were n o t i f i e d ? 

14 A. Yes. We were n o t i f i e d --we n o t i f i e d 

15 ConocoPhillips and A.G. Andrikopoulos Resources, Inc. 

16 Q. And then there i s one more. 

17 A. And Wesley Ingram, w i t h the BLM. 

18 MS. CHAPPELLE: So as soon as she gets here 

19 w i t h t h a t , I ' l l submit t h a t one. 

20 So w i t h t h a t , I ' d l i k e t o admit E x h i b i t s 1 

21 through 6, and then admit E x h i b i t 7 when she gets here. 

22 EXAMINER BROOKS: Okay. E x h i b i t s 1 through 

23 7 w i l l be admitted, and subject t o f u r n i s h i n g a d d i t i o n a l 

24 copies of E x h i b i t 7. 

25 (OXY USA, Inc. E x h i b i t Numbers 1 through 7 
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were o f f e r e d and admitted i n t o evidence.) 

2 CROSS-EXAMINATION 

3 BY EXAMINER BROOKS: 

4 Q. I guess I ' l l s t a r t a t the end and work 

5 backwards because i t ' s f r e s h i n my mind. 

6 The person you n o t i c e d -- you n o t i c e d 

7 ConocoPhillips, and you n o t i c e d Wesley Ingram. There i s 

8 one other person. What's t h e i r i n t e r e s t ? 

9 A. Wesley Ingram i s --

10 Q. Well, I know who Wes Ingram i s . 

11 A. Oh, yes, s i r . 

12 Q. What's the other person you noticed? 

13 A. Oh. A.G. Andrikopolous Resources, Inc. i s an 

14 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 owner. 

15 Q. Are there any other o v e r r i d i n g r o y a l t y 

16 i n t e r e s t s ? 

17 A. No, s i r . 

18 Q. And these are both f e d e r a l leases, r i g h t ? 

19 A. I t 1 s one f e d e r a l lease. 

20 Q. Okay. And the one i n the southwest quarter, i s 

21 t h a t a p r i v a t e lease? 

22 A. That's under an e x i s t i n g o p e rating agreement 

23 • between ConocoPhillips'and OXY. 

24 Q. But i t ' s a lease of some k i n d , r i g h t ? 

25 A. I t ' s p a r t of the same lease. 
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So t h i s whole -- t h i s whole u n i t i s one f e d e r a l 

2 lease? 

3 A. Yes, s i r . 

4 Q. And t h i s gentleman -- t h i s group you n o t i f i e d , 

5 they're 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 owner? 

6 A. Yes, s i r . 

7 Q. Let's see what else I've got here. 

8 The dimensions you have given, the l o c a t i o n 

9 on E x h i b i t 6, from the l e f t , or the west end, t h a t ' s the 

10 surface l o c a t i o n , r i g h t ? 

11 A. Yes, s i r . 

12 Q. And on the east, t h a t ' s the bottom hole, 

13 correct? 

14 A. Yes. 

15 Q. And then on E x h i b i t 9 --

16 MS. CHAPPELLE: We haven't gotten there 

17 ye t . 

18 EXAMINER EZEANYIM: Haven't gotten t o 9. 

19 Q. (BY EXAMINER BROOKS) Well, I'm j u s t r e f e r r i n g 

20 t o i t because i t i d e n t i f i e s the landing p o i n t . 

21 A. Yes, s i r . 

22 Q. Do you know i f the landing p o i n t i s going t o be 

23 approximate -- i s the f i r s t p r o r a t i o n going t o be 

24 approximately a t t h a t l o c a t i o n , or i s t h a t something I 

25 should ask another witness? 
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I'm going t o defer t o our ge o l o g i s t and 

2 engineers t h a t w i l l t e s t i f y . 

3 Q. Very good. 

4 A. Yes, s i r . 

5 Q. Now, the overhead r a t e s t h a t you've proposed, 

6 are those the same as you're c u r r e n t l y paying -- or 

7 you're c u r r e n t l y r e c e i v i n g under the terms of the j o i n t 

8 oper a t i n g agreement t h a t a p p l i e s t o p a r t of t h i s u n i t ? 

9 A. Yes, s i r . 

10 Q. I b e l i e v e t h a t ' s a l l I need t o know. 

11 EXAMINER BROOKS: Mr. Ezeanyim? 

12 MS. CHAPPELLE: So I do have E x h i b i t 7 now. 

13 EXAMINER BROOKS: Good. 

14 MS. CHAPPELLE: Do you mind i f I approach? 

15 EXAMINER BROOKS: You may approach. 

16 MS. CHAPPELLE: Thank you. 

17 CROSS-EXAMINATION 

18 BY EXAMINER EZEANYIM: 

19 Q. What i s your name, again? 

20 A. Christopher Canon. 

21 Q. You went t o a good school. 

22 A. Ah. Thank you. You can j u s t c a l l me Chris. 

23 Q. Okay. I can c a l l you Chris. Thank you. 

24 A. Yes. 

25 Q. Let's go t o E x h i b i t Number 2. 
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Yes, s i r . 

2 Q. I know they're going t o ask you t h a t question. 

3 I n t h a t one 40-acre -- l e t me f i n d where they are 

4 located -- there are two w e l l s t o be d r i l l e d , r i g h t ? 

5 A. There's one. The blue dot i s the FNR 26 

6 Federal #1, and i t ' s an e x i s t i n g w e l l . 

7 Q. I s i t a h o r i z o n t a l w e l l or a v e r t i c a l well? 

8 A. Yes, s i r . 

9 Q. Which one i s i t ? 

10 A. I t ' s the v e r t i c a l . 

11 Q. I t ' s a v e r t i c a l well? 

12 A. The blue dot, yes, s i r , i s the v e r t i c a l . 

13 Q. And you are going t o d r i l l who d r i l l e d t h a t 

14 v e r t i c a l well? 

15 A. We d i d . 

16 Q. You d i d . Okay. 

17 A. A c t u a l l y , I apologize. Our predecessor d i d . 

18 Q. Okay. And do you know when i t was d r i l l e d ? 

19 A. I t was d r i l l e d i n 1998. 

20 Q. So i t ' s producing now; i t ' s already fracked. 

21 r i g h t ? 

22 A. Yes, s i r . 

23 Q. Now, do you know the distance between t h a t w e l l 

24 and the one you are proposing? 

25 MS. CHAPPELLE: I f I may, we do have an 
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1 expert t o answer t h a t question more thoroughly, i f you'd 

2 l i k e . 

3 EXAMINER EZEANYIM: I guess so. Maybe I 

4 have asked the wrong person. 

5 Q. (BY EXAMINER EZEANYIM) I wanted t o f i n d out — 

6 I ' l l go back t o E x h i b i t Number 2, because i t ' s very 

7 important f o r our c o n s i d e r a t i o n here. 

8 A. Yes, s i r . 

9 Q. What Township are we t a l k i n g about here? 

10 A. I t ' s Township 23 South, Range 30 East. 

11 Q. I would l i k e you t o -- i s i t p o s s i b l e f o r you 

12 t o give me a p a t t e r n of development i n t h a t area, i n the 

13 area of t h a t township, t o show me how the development i s 

14 going i n t h a t area? I j u s t got t h i s ( i n d i c a t i n g ) from 

15 somebody; something l i k e t h i s ( i n d i c a t i n g ) , you know 

16 i n d i c a t i n g w i t h c o l o r s which i s yours and which i s 

17 ConocoPhillips i n t h i s township? 

18 A. Yes. 

19 Q . I want t o look at the development, and I wanted 

2 0 t o see the p a t t e r n of development i n t h a t area. 

21 A. Yes, s i r . 

22 Q. Can you provide me a map showing that? 

23 A. And are you -- are you g e t t i n g a t as f a r as 

24 d i r e c t i o n of the h o r i z o n t a l s or --

25 Q. No. No. I guess, you know, what we are 
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1 l o o k i n g a t --

2 A. Yes, s i r . 

3 Q. -- here i n t h i s township, t e l l me which 

4 w e l l s -- which w e l l s are i n there, and then I w i l l see 

5 i f they're h o r i z o n t a l -- i n d i c a t e them by h o r i z o n t a l , i f 

6 they are v e r t i c a l . I want t o see the p a t t e r n of 

7 development i n t h a t township. That's r e a l l y my 

8 i n t e r e s t . I t doesn't have any impact on what you are 

9 seeking today, but I'm j u s t --

10 A. Okay. 

11 Q. -- asking, so don't t h i n k I'm asking you t o get 

12 something 

13 A. Oh, no, s i r . 

14 Q. I want you t o r e l a x , and get me t h a t 

15 i n f o r m a t i o n . 

16 A. Okay. Yes, s i r . Would you l i k e me t o f o l l o w 

17 up w i t h that? I mean, I can 

18 Q. Yeah, a f t e r the hearing. You can't do i t now, 

19 so maybe you can get i t and --

20 A. Okay. I ' l l be happy t o . 

21 Q. Just f o r my i n f o r m a t i o n , t o see what's going 

22 on. 

23 A. Yes, s i r . 

24 Q. Now, l e t ' s go back t o your agreement w i t h 

25 ConocoPh i l l i p s . Both o f you have i n t e r e s t i n t h a t w e l l . 

PAUL BACA PROFESSIONAL COURT REPORTERS 
9f19b461-bd0b-468b-bed0-75e2f3a9854e 



Page 20 

1 50/50. I know Conoco has an i n t e r e s t i n t h a t , 50/50 

2 plus -- o v e r r i d e t h i s i n t e r e s t . Okay. Now, you 

3 mentioned a chronology t h a t you were t a l k i n g about. Did 

4 you t a l k t o a person or j u s t e-mail? 

5 A. No, s i r . I t a l k e d t o my counterpart, another 

6 landman at ConocoPhillips. 

7 Q. At ConocoPhillips. 

8 What was i t ? What d i d he say? Why are 

9 they not p a r t i c i p a t i n g i n d r i l l i n g t h i s well? 

10 A. They were i n the process of e v a l u a t i n g , and we 

11 had placed -- as E x h i b i t Number 4 shows, we had 

12 negotiated a rough agreement subject t o management 

13 approval. They o r i g i n a l l y mailed us an o f f e r of t h a t . 

14 We reviewed i t and co u n t e r o f f e r e d , and w i t h our 

15 c o u n t e r o f f e r , we were w a i t i n g on a response e i t h e r as t o 

16 approval or a c o u n t e r o f f e r from ConocoPhillips, and we 

17 never heard back. 

18 Q. Well, you know, I tend t o t h i n k OXY and 

19 ConocoPhillips are operators. 

20 A. Yes, s i r . 

21 Q. And here you say you give them 3 0 days t o 

22 evaluate, and a f t e r the e x p i r a t i o n of the 30 days, you 

2 3 went ahead and come t o hearing. 

24 A. Yes, s i r . 

2 5 Q. I know you guys are new t o the hear ing here, 
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1 but I need t o say t h i s . I t ' s b e t t e r f o r you guys t o you 

2 negotiate t h i s i n s t e a d of coming t o hearing, because, 

3 you know -- I mean, you rush t o hearing a f t e r 30 days. 

4 I would p r e f e r you waited and see whether ConocoPhillips 

5 intends t o d r i l l t h i s , whether i t ' s economic or not, 

6 because i f i t ' s economic, I don't see why they shouldn't 

7 p a r t i c i p a t e i n d r i l l i n g the w e l l . Okay? 

8 A. Uh-huh. 

9 Q. So rushing i n here would be t o make me work, 

10 so -- you know, t h a t ' s why we're here. I f you are not 

11 i n agreement -- of course, you have the r i g h t t o be 

12 here. 

13 A. Yes, s i r . 

14 Q. But I want due process t o take place before you 

15 f i n a l l y come here. 

16 A. Uh-huh. I agree w i t h you. 

17 We t r i e d over the course of several months. 

18 And i f you look on E x h i b i t 4, our o r i g i n a l spud date f o r 

19 t h a t w e l l was going t o be i n e a r l y February, and we 

20 pushed the estimated spud date of the w e l l back f o u r 

21 times i n a n t i c i p a t i o n of ConocoPhillips g e t t i n g us a 

22 response, and they refused t o give us a response. We 

23 t r i e d w i t h a l o t of e f f o r t t o accommodate them as much 

24 as pos s i b l e , but, u n f o r t u n a t e l y -- and they understand, 

2 5 as an operator, as much as we do, t h a t we have t o move 
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1 forward w i t h our r i g schedule. And so t h a t ' s , 

2 u n f o r t u n a t e l y , the s i t u a t i o n t h a t we're i n r i g h t now. 

3 We do not wish t o be here, but sometimes, u n f o r t u n a t e l y , 

4 you have t o , you know, continue t o move forward. 

5 Q. I'm not t r y i n g t o l e t you not come here. You 

6 can come here as much as you want. 

7 A. Yes, s i r . 

8 Q. But I wanted something t o be done before you 

9 come. That's a l l I'm saying. I'm not saying t h a t t o 

10 be -- as a lawyer, but f o r my own purposes, you know, i f 

11 you have agreed t o d r i l l t h i s w e l l 50/50 -- y o u - a l l own 

12 50/50. I t ' s not l i k e i t ' s .0025 i n t h a t u n i t and you 

13 have t o go nonconsent. And I'm beginning t o wonder why 

14 there was no consent. They have 50 percent i n t e r e s t . I . 

15 mean, you know, unless they t h i n k i t ' s not a good w e l l . 

16 And then t h a t might be why I may not l i k e you t o fund 

17 t h i s i n t h i s p r o j e c t area, and then you come and say, 

18 you know, i t ' s a wash. Why would we al l o w you t o waste 

19 t h a t money? And we don't want t o do t h a t . Then why i s 

20 ConocoPhillips not consenting? I f there i s more working 

21 i n t e r e s t , I can understand why they are l e t t i n g i t go. 

22 But 50 percent and they're not doing anything, I begin 

23 t o wonder why. 

24 A. Uh-huh. 

25 Q. Do you understand what I ' m saying? 
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1 A. Yes, s i r . 

2 Q. 50/50 i s a b i g i n t e r e s t i n t h a t u n i t . 

3 A. I would have t o defer t o ConocoPhillips 

4 Q. I know. 

5 A. -- yeah, on t h a t . 

6 Q. But I'm j u s t wondering why they are not t r y i n g 

7 t o p a r t i c i p a t e i n the w e l l . Somebody r e a l l y has t o make 

8 t h a t d e c i s i o n , I would t h i n k . Well, maybe they t h i n k 

9 t h i s u n i t i s not going t o be productive. I mean, i f 

10 they are 50 percent, why would they go nonconsent and 

11 then get compulsory pooled at 50 percent? That means 

12 t h a t t h i s i s a gusher. I mean, what you're l o o k i n g f o r 

13 d e f i n i t e o i l . See what I mean? You know, from my own 

14 perspective, I have t o ask t h i s question t o you as the 

15 land person. 

16 Of course, i f there i s an engineer, I would 

17 l i k e t o t a l k t o the engineer, so he can t e l l me what you 

18 are expecting from t h i s u n i t , because we can't j u s t form 

19 a u n i t j u s t t o form a u n i t . We want t o form a u n i t t h a t 

20 w i l l be pr o d u c t i v e . 

21 A. Uh-huh. I t h i n k t h a t our g e o l o g i s t and 

22 engineer w i l l show t o you, w i t h t h e i r testimony, t h a t we 

23 b e l i e v e t h a t i t i s -- i t does have a l o t of p o t e n t i a l , 

24 the area does, and --

2 5 Q. Okay. I understand t h a t . Okay. 
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1 And then on E x h i b i t 4, were you t a l k i n g --

2 you are a land n e g o t i a t o r , r i g h t ? 

3 A. Yes, s i r . 

4 Q. Are you a landman, too? 

5 A. Yes, s i r . The t i t l e t h a t OXY uses f o r our 

6 landman -- f o r our operations landman i s land 

7 n e g o t i a t o r , so i t ' s an o f f i c i a l t i t l e , but I'm a landman 

8 by trade. 

9 Q. So there i s no d i f f e r e n c e ? 

10 A. No, s i r . 

11 Q. So on E x h i b i t Number 4, what are the events 

12 t h a t took place? That's a l l you d i d w i t h them, r i g h t ? 

13 A. Yes, s i r . 

14 Q. Apart from t a l k i n g t o him -- d i d you t a l k t o 

15 him on the phone --

16 A. There were several other e-mails, b r i e f 

17 one-line correspondences regarding, you know, estimated 

18 time f o r response, t h i n g s of t h a t nature. As f a r as 

19 important or notable moments i n the course of our t a l k s , 

20 t h a t ' s what I was t r y i n g t o do w i t h t h i s e x h i b i t . You 

21 know, i n the course of n e g o t i a t i o n s , as you can see, 

22 those were ongoing, several phone c a l l s , but I guess the 

23 cu l m i n a t i o n of t h a t was i n the o f f e r exchanges between 

24 the two companies. 

25 Q. And don't get me wrong. We're not t r y i n g t o 
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discourage you. You have the r i g h t --

2 A. Oh, yes, s i r . 

3 Q. - - t o d r i l l , but I'm t r y i n g t o -- since you 

4 came i n here, I'm going t o ask you questions t o see i f 

5 i t ' s prudent f o r us t o fund t h a t u n i t or not. 

6 A. Uh-huh. 

7 Q. That would be my exercise. You have the r i g h t 

8 t o do anything you want t o do, but now, from our own 

9 perspective, we have the r i g h t t o say, Are you sure you 

10 want t o do that? 

11 A. Uh-huh. 

12 Q. Anyway, I t h i n k t h a t ' s a l l I have. Some of the 

13 questions I have may be f o r a t e c h n i c a l person. 

14 A. Yes, s i r . 

15 EXAMINER BROOKS: I f o r g o t one t h i n g . 

16 RECROSS EXAMINATION 

17 BY EXAMINER BROOKS: 

18 Q. Just t o be sure I have t h i s r i g h t , you sai d 

19 southeast Forty-Niner Ridge Delaware pool? 

20 A. Yes, s i r . 

21 Q. And t h i s i s going t o be completed i n the 

22 Delaware Formation? 

23 A. Yes, s i r . 

24 Q. And are you asking t o pool any other formations 

25 or j u s t the Delaware? 
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1 A. No, s i r . 

2 Q. Just the Delaware? 

3 A. Just the Delaware, j u s t the Lower Brushy 

4 Canyon. 

5 Q. You have t o watch t h a t i t ' s the appropriate 

6 response. 

7 A. Yes, s i r . 

8 Q. My colleague asked you i f t h a t other one was a 

9 v e r t i c a l or a h o r i z o n t a l and you s a i d yes. I t ' s k i n d of 

10 l i k e --

11 A. I t can get confusing. 

12 Q. -- when they i n t e r v i e w e d A l Capp about L i ' 1 

13 Abner and Daisy Mae and the c h i l d . And they asked him. 

14 i f i t was a boy or g i r l , and he s a i d yes. 

15 (Laughter.) 

16 RECROSS EXAMINATION 

17 BY EXAMINER EZEANYIM: 

18 Q. On your producing r a t e , i s i t 740 or 745? I s 

19 t h a t what -- your i s d r i l l i n g $6,700. What i s your 

20 producing r a t e --

21 A. Producing r a t e i s - - -

22 Q. -- overhead? 

23 A. Overhead r a t e i s approximately $740 a day.' • : 

24 Q. Okay. And i s t h a t -- I know he asked you t h a t 

25 but i s t h a t normally ten percent -- ten percent of the 
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rate? 

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

3 Q. But t h i s i s not? 

4 A. Excuse me? 

5 Q- But t h i s i s not? 

6 A. This i s not? 

7 Q. This i s h a l f ? 

8 A. Yes. Under our e x i s t i n g o p erating agreement, 

9 i t ' s adjusted. 

10 Q. Okay. 

11 A. So t h a t ' s the reason f o r i t being higher. 

12 Q. Okay. As long as i t ' s --

13 A. Uh-huh. I t ' s c o n s i s t e n t w i t h COPAS. 

14 Q. Okay. Good. 

15 EXAMINER BROOKS: Counsel, anything 

16 f u r t h e r ? 

17 MS. CHAPPELLE: I do have j u s t a few 

18 follow--up questions, i f you don't mind. 

19 REDIRECT EXAMINATION 

20 BY MS. CHAPPELLE: 

21 Q- Mr. Canon, i f you can take a look a t E x h i b i t 4, 

22 I j u s t want t o c l a r i f y the record r e a l quick. 

23 A. Yes. 

24 Q- Can you t e l l me what date the w e l l response --

25 proposal I'm s o r r y -- was due from ConocoPhillips? 
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1 A. The response was due May 2nd, 2013. 

2 Q. Okay. And since you don't have t h i s f i l e , I'm 

3 going t o hand i t t o you again. 

4 MS. CHAPPELLE: I t ' s our a p p l i c a t i o n , 

5 Mr. Hearing Examiner. 

6 Q. (BY MS. CHAPPELLE) And j u s t t o make sure I 

7 understand, what date -- and t h i s i s E x h i b i t 5. What 

8 date was the w e l l proposal sent out, f i r s t page of 

9 E x h i b i t 5? 

10 A. The l e t t e r i s dated March 21st -- 28th. 

11 Q. Could you please t e l l me what date we f i l e d the 

12 a p p l i c a t i o n f o r fo r c e d pooling? 

13 A. May 16th, 2013. Excuse me. June 27th. What 

14 i s i t here? 

15 EXAMINER EZEANYIM: Today i s June 27th. 

16 A. Yeah, today i s June 27th. 

17 Q. (BY MS. CHAPPELLE) What's the date on the cover 

18 l e t t e r of the a p p l i c a t i o n , t h a t page you're l o o k i n g a t 

19 r i g h t now? 

20 A. May 16th. 

21 Q. Okay. Thank you. That's a l l I have. 

22 EXAMINER BROOKS: Thank you. Are you 

23 through? 

24 MS. CHAPPELLE: I'm through w i t h t h i s 

25 witness. 
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may 

2 step down. 

3 You may c a l l your next witness. 

4 THE WITNESS: Thank you. 

5 MS. CHAPPELLE: I ' d l i k e t o c a l l our 

6 ge o l o g i s t , Richard Erickson, please. 

7 RICHARD J. ERICKSON, 

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

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

10 DIRECT EXAMINATION 

11 BY MS. CHAPPELLE: 

12 Q. Mr. Erickson, please s t a t e your f u l l name f o r 

13 the record. 

14 A. My name i s Richard John Erickson. 

15 Q. And have you ever t e s t i f i e d before t h i s 

16 D i v i s i o n before? 

17 A. I have not t e s t i f i e d i n New Mexico before. I 

18 have t e s t i f i e d before the Oklahoma Corporation 

19 Commission f o r about 31 years, and I've been found t o be 

20 an expert witness th e r e . 

21 MS. CHAPPELLE: I f i t please the Hearing 

22 Examiners, I'd l i k e t o q u a l i f y t h i s witness as an 

23 expert. 

24 EXAMINER BROOKS: Proceed. 

25 MS. CHAPPELLE: Thank you. 
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1 Q. (BY MS. CHAPPELLE) Please give me your 

2 background, your work experience, your c u r r e n t p o s i t i o n 

3 and your q u a l i f i c a t i o n s . 

4 A. I have a master's degree i n geology from 

5 Louisiana State U n i v e r s i t y from 1982. I began working 

6 i n the petroleum i n d u s t r y f o r Texaco i n New Orleans i n 

7 1978. I s t a r t e d working i n Oklahoma i n 1980, and I have 

8 worked on various geologic p r o j e c t s i n New Mexico, 

9 Texas, Kansas and Oklahoma f o r about 3 0 years. 

10 MS. CHAPPELLE: I f i t pleases the Hearing 

11 Examiners, I ' d l i k e t o submit t h i s witness as an expert. 

12 EXAMINER BROOKS: Okay. Have you reviewed 

13 the geologic matters r e l e v a n t t o t h i s a p p l i c a t i o n ? 

14 THE WITNESS: Yes, I have, and I prepared 

15 the e x h i b i t s . 

16 EXAMINER BROOKS: Thank you, s i r . 

17 The witness i s so q u a l i f i e d . 

18 MS. CHAPPELLE: Thank you, s i r . 

19 Q. (BY MS. CHAPPELLE) Mr. Erickson, could you 

20 please describe and t u r n t o E x h i b i t 8? 

21 A. E x h i b i t 8 i s a s t r u c t u r e map of the proposed 

22 w e l l area. The w e l l t h a t we've got i s i n the south 

23 h a l f --

24 EXAMINER BROOKS: W e l l , E x h i b i t - - oh, 

25 okay. Yeah. I ' m s o r r y . I see. 
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1 A. The w e l l t h a t we're proposing i s i n the south 

2 h a l f - s o u t h h a l f of Section 26. I t w i l l be d r i l l e d i n t o 

3 the Lower Delaware, s p e c i f i c a l l y i n t o the Brushy Canyon 

4 Formation A2 Sand, and the l a t e r a l w i l l run through t h a t 

5 sand. 

6 This map i s a s t r u c t u r e map drawn on the 

7 top of t h a t sand. The s t r u c t u r a l contours are 2 0 f e e t , 

8 and lo o k i n g a t t h i s map, y o u ' l l see t h a t the s t r u c t u r e 

9 contours run roughly north-south and t h a t there i s a 

10 general d i p t o the east. I t dips t o the east, and i t 

11 thickens s l i g h t l y as you go t o the east. 

12 I t shows the l o c a t i o n of two w e l l s , the 

13 e x i s t i n g FNR 26 Federal #1, which i s a v e r t i c a l w e l l i n 

14 the center of the southwest-southwest of 26. I t also 

15 shows the FNR 28 -- I'm s o r r y -- 26 Fed 4H w e l l . The 

16 surface l o c a t i o n i s on the western p a r t of t h a t red 

17 l i n e , which represents the w e l l course, and the 

18 bottom-hole l o c a t i o n i s on the east end of t h a t l i n e . 

19 I t shows the o u t l i n e as a dark black-dashed 

20 l i n e as the proposed o u t l i n e f o r the 160-acre spacing 

21 and p r o r a t i o n u n i t , and w i t h i n t h a t there i s a dot-dash 

22 green l i n e t h a t shows the o u t l i n e of the producing zone 

23 w i t h i n t h a t proposed u n i t , the producing zone being a 

24 space not less than 330 fe e t from the u n i t boundary. 

25 Q. Thank you, Mr. Erickson. 
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1 I f you could please proceed t o E x h i b i t 9 

2 and describe t h a t e x h i b i t . 

3 A. E x h i b i t 9 i s a d e t a i l of the southwest corner 

4 of Section 26, where we have our surface l o c a t i o n f o r 

5 the proposed w e l l , which i s FNR 26 Fed #4H, and the 

6 l o c a t i o n of the e x i s t i n g v e r t i c a l w e l l , the FNR 26 Fed 

7 #1. That e x i s t i n g w e l l i s 660 from the south l i n e , 660 

8 from the west l i n e . Our w e l l w i l l be 373 f e e t from the 

9 west l i n e and 670 -- I'm s o r r y -- 670 f e e t from the 

10 south l i n e . 

11 And i t looks l i k e the w e l l goes r i g h t 

12 through the middle of the e x i s t i n g w e l l . I t does not. 

13 I t passes very close, but i t passes w i t h i n the 

14 a n t i c o l l i s i o n tolerances t h a t we use at OXY. So i t w i l l 

15 not h i t or i n t e r c e p t t h a t w e l l . I t w i l l pass t o the 

16 n o r t h of i t . 

17 I t also shows -- on E x h i b i t 9, there i s a 

18 l i t t l e l i n e c a l l e d -- i t says " b u i l d curve," coming from 

19 the surface l o c a t i o n and b u i l d i n g the curve p a r t going 

20 from a v e r t i c a l t o a h o r i z o n t a l , but curving the w e l l , 

21 and w e ' l l b u i l d the curve through, and reaching a 

22 landing p o i n t 1,080 f e e t from the west l i n e . And from 

23 there, the w e l l w i l l be roughly h o r i z o n t a l , crossing t o 

24 the east p a r t of t h a t s e c t i o n . 

2 5 Q. Thank you, Mr. Erickson. 
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1 I f you could please t u r n t o E x h i b i t 10 and 

2 describe t h a t e x h i b i t f o r the Hearing Examiners. 

3 A. E x h i b i t 10 i s a v e r t i c a l p r o f i l e of the w e l l , 

4 the proposed w e l l , along the l i n e of the w e l l path. So, 

5 b a s i c a l l y , t h a t i s E x h i b i t 9 turned 90 degrees. And you 

6 can see, on the l e f t - h a n d side of t h a t e x h i b i t , the 

7 surface l o c a t i o n . The w e l l w i l l be d r i l l e d v e r t i c a l l y , 

8 down t o approximately 3,500 f e e t below sea l e v e l , and 

9 t h a t w i l l curve. And i t w i l l h i t a landing p o i n t at a 

10 depth of minus 4,310 f e e t subsurface t r u e v e r t i c a l 

11 depth, and i t w i l l go t o the east. I t w i l l since the 

12 bed dips t o the east, i t w i l l drop w i t h the bed. I t 

13 w i l l a c t u a l l y be d r i l l e d about 35 f e e t below the top of 

14 the formation, so i t w i l l be 35 f e e t i n t o the formation. 

15 And we w i l l f o l l o w about 35 f e e t i n t o the formation 

16 downward, as the bed dips t o the east, and end up about 

17 minus 4,360 f e e t subsea t r u e v e r t i c a l depth at the toe, 

18 or TD end of the w e l l . 

19 Q. Thank you, Mr. Erickson. 

20 I f you could please proceed t o E x h i b i t 11 

21 and describe the cross s e c t i o n . 

22 A. Okay. E x h i b i t s 11 and 12 need t o go together. 

23 I t ' s a cross s e c t i o n . E x h i b i t 12 i s a map showing the 

24 l o c a t i o n of the cross s e c t i o n . And t h i s i s the main 

25 purpose of t h i s e x h i b i t i s t o show the v e r t i c a l w e l l . 
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1 which i s r i g h t next t o the v e r t i c a l p a r t of the 

2 h o r i z o n t a l w e l l . And we can see, i n the v e r t i c a l w e l l , 

3 FNR 26, the w e l l on the l e f t of the cross s e c t i o n , t h i s 

4 cross s e c t i o n i s drawn on the top of the A2 Sand, and i t 

5 i s the h o r i z o n t a l red l i n e t h a t runs across t h i s cross 

6 s e c t i o n . 

7 And you see about 35 f e e t i n a dark blue 

8 l i n e , the A2 proposed l a t e r a l , and then the bottom of 

9 the main A2 zone i s a red l i n e below t h a t . 

10 The cross s e c t i o n goes from the FNR 26 

11 Federal #1 w e l l a t the northwest end, going t o the Devon 

12 Blackjack w e l l about two miles t o the southeast. 

13 EXAMINER BROOKS: So t h i s diagonal red l i n e 

14 i s a cross s e c t i o n . 

15 THE WITNESS; Yes. The diagonal l i n e on 

16 the map i s the cross s e c t i o n . 

17 EXAMINER BROOKS: Usually they're labeled A 

18 t o A prime. 

19 THE WITNESS: Yeah. I j u s t labeled the 

20 w e l l s . 

21 EXAMINER BROOKS: T h a t ' s t h e r ea son I 

22 d i d n 1 t r e c o g n i z e i t as a c r o s s s e c t i o n . 

23 THE WITNESS: Yes . 

24 EXAMINER BROOKS: Okay. Go ahead. 

25 A . Anyway, i f y o u l o o k f r o m t h o s e two w e l l s , 
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1 y o u ' l l see the southeastern w e l l , the Blackjack w e l l ; 

2 the zone gets a l i t t l e b i t t h i c k e r . And w e ' l l stay 

3 p r e t t y much r i g h t i n the middle of t h a t A2 zone. I t 

4 shows t h a t the zone i s continuous. I d i d n ' t b r i n g i n 

5 other cross sections, but I've made many other cross 

6 sections i n the area, and i t shows t h a t the A2 Sand i s 

7 continuous r e s e r v o i r a l l across the proposed 160-acre 

8 u n i t . And our h o r i z o n t a l plan f o r developing t h a t w e l l 

9 would e f f e c t i v e l y d r a i n i t . I t would p r o t e c t 

10 c o r r e l a t i v e r i g h t s , and i t would prevent waste by 

11 d r i l l i n g t h i s h o r i z o n t a l w e l l i n t h a t u n i t . 

12 Q. (BY MS. CHAPPELLE) Thank you, Mr. Erickson. 

13 Can you please address Hearing Examiner 

14 Ezeanyim's p a t t e r n of development question, s p e c i f i c a l l y 

15 the discussion of potash i n the area? 

16 A. Yes. I'm glad you brought t h a t up. This i s 

17 c r i t i c a l t o understanding. I f we can go back t o E x h i b i t 

18 Number 8. That's the s t r u c t u r e map. This area i s an 

19 a c t i v e area of potash mining. There are a c t i v e mines 

2 0 already underground and mining i n the northern edge of 

21 t h a t map, and they are mining t o the south. And those 

22 mines w i l l e v e n t u a l l y come through Sections 23, 26 and 

23 probably down i n t o 35. 
24 So because the mines can't come r i g h t up 

25 and mine up t o one of our w e l l s , we have t o r e s t r i c t 
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1 where we are allowed t o d r i l l . So we are d r i l l i n g --

2 the cu r r e n t plan f o r most of the w e l l s i n those sections 

3 would be t o d r i l l from west t o east, across those. And 

4 the potash i s at about 800 f e e t below the surface. 

5 These w e l l s are about 7,800 f e e t . So we are about 

6 we're roughly a mile below the potash v e r t i c a l l y , so 

7 we're w e l l underneath i t . 

8 Q. Thank you, Mr. Erickson. 

9 Did we b r i n g someone here today t o discuss 

10 w e l l completion and also the issues regarding w e l l 

11 p r o x i m i t y ? 

12 A. Yes. I t h i n k we have another witness f o r t h a t . 

13 I f I may add one more t h i n g t o address your 

14 question about p a t t e r n of development. Because t h i s i s 

15 potash and r i g h t out here ( i n d i c a t i n g ) the h o r i z o n t a l 

16 w e l l s are f a i r l y new, there are several h o r i z o n t a l w e l l s 

17 shown on E x h i b i t 8. Two, one i n the south h a l f of 

18 Section 24 and one i n the n o r t h h a l f of Section 25, are 

19 o f f t o the east of us. Those are Bone Spring h o r i z o n t a l 

20 w e l l s . They are d r i l l e d from west t o east. They're 

21 f a l l i n g i n , b a s i c a l l y , the same 160-acre producing u n i t 

22 t h a t w e ' l l be using. 

23 There are other w e l l s . The Chesapeake 

24 Los Medanos i n Section 36 and the Chesapeake w e l l i n 

25 Section 23, those run north-south, but those are f o r the 
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1 Bone Spring, s p e c i f i c a l l y the 2nd Bone Spring sand. But 

2 we a n t i c i p a t e t h a t we w i l l develop t h i s area w i t h a 

3 series of east-west w e l l s t o develop the Brushy Canyon 

4 A2 zone. 

5 EXAMINER EZEANYIM: See, t h a t ' s why I asked 

6 t h a t question, because of the potash i n t h a t area. I 

7 wanted t o see how you are handling your agreement w i t h 

8 the potash i n t h a t area. And t h a t ' s why I requested 

9 t h a t , you know, map. 

10 THE WITNESS: Yes. 

11 EXAMINER EZEANYIM: I n the area, we have --

12 o i l p r o d u c t i o n i s going, and then where the potash i s 

13 and eve r y t h i n g . I don't know where e x a c t l y you guys 

14 are, but t h i s i s new -- of course, when we go i n t o the 

15 process, I can ask you those questions. But t h a t ' s why 

16 I was asking the landman t o give me t h a t p l a t so t h a t I 

17 can look at the development i n the area, e s p e c i a l l y i n 

18 r e l a t i o n t o what i s going on w i t h the mining. That's 

19 r e a l l y why I asked t h a t question. 

20 THE WITNESS: We have met e x t e n s i v e l y w i t h 

21 BLM i n Carlsbad, t a l k i n g about t h i s development. We'll 

22 probably have a d r i l l i n g i s l a n d i n the northeast corner 

23 of Section 26. 

24 EXAMINER EZEANYIM: They t o l d you tha t? 
25 You have an agreement? 
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1 THE WITNESS: Yeah, t h a t ' s what we're 

2 t h i n k i n g . 

3 And you can see, there i s a c l u s t e r of 

4 w e l l s i n the northeastern corner of 26, extending i n t o 

5 the adjacent sections, and they're a l l s t a r t i n g from 

6 r i g h t i n t h a t l i t t l e corner. 

7 And then given the e x i s t i n g w e l l s , f o r 

8 example, the w e l l t h a t we're going t o d r i l l , i s r i g h t 

9 next t o an e x i s t i n g w e l l , and so t h a t area i s l i m i t e d 

10 already by,the e x i s t i n g w e l l f o r potash mining. 

11 EXAMINER EZEANYIM: Okay. Go ahead. 

12 Q. (BY MS. CHAPPELLE) With respect t o the e x h i b i t s 

13 you've r e f e r r e d t o today, Mr. Erickson, were these 

14 e x h i b i t s prepared by you or under your d i r e c t i o n ? 

15 A. I prepared them a l l . 

16 MS. CHAPPELLE: With t h a t , I ' d l i k e t o 

17 submit E x h i b i t s 8 through 12 f o r the record. 

18 EXAMINER BROOKS: 8 through 12 are 

19 admitted. 

20 (OXY USA E x h i b i t Numbers 8 through 12 were 

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

22 MS. CHAPPELLE: With t h a t , I pass the 

23 witness. 

24 EXAMINER BROOKS: Very good. I have no 

25 questions. 
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Mr. Ezeanyim? 

2 EXAMINER EZEANYIM: Okay. Thank you. I 

3 have some questions. 

4 CROSS-EXAMINATION 

5 BY EXAMINER EZEANYIM: 

6 Q. You sa i d t h i s w e l l i s going t o be i n the Brushy 

7 Canyon? 

8 A. Yes. 

9 Q- The A Sand? 

10 A. Yes, the A Sand. 

11 Q. For the h o r i z o n t a l w e l l , , r i g h t ? 

12 A. Yes. 

13 Q- The v e r t i c a l w e l l , where i s i t from the A Sand? 

14 A. I f you look at the cross s e c t i o n , which i s 

15 E x h i b i t 11 --

16 Q. 11. 

17 A. -- the e x i s t i n g w e l l has a c t u a l l y commingled 

18 from p r o d u c t i o n i n Bone Spring lime. The Bone Spring 

19 2nd Sand i s below t h i s . 

20 Q. They're both commingled? They are both 

21 commingled? 

22 A. Yes. 

23 And i t i s also producing from the A4, which 

24 i s marked by the A4 red p e r f o r a t i o n s on the l e f t - h a n d 

25 side of t h a t cross s e c t i o n . 
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1 Q. Okay. 

2 A. Our p e r f o r a t i o n s -- our l a t e r a l w i l l be roughly 

3 90 f e e t below the e x i s t i n g p e r f o r a t i o n s i n the current 

4 v e r t i c a l w e l l . 

5 Q. Okay. You done? 

6 A. Yes, yes. 

7 Q. Go back t o E x h i b i t Number 8. That i s the 

8 s t r u c t u r e map. 

9 A. Yes. 

10 Q. Do you have any net isopach maps? I needed t o 

11 see t h a t net isopach map t o see what -- can you get 

12 that? 

13 A. I do not have a net isopach of i t . The zone i s 

14 60 f e e t -- w e l l , a c t u a l l y , i t ' s a l i t t l e more than 60 

15 f e e t t h i c k i n t h i s , and i t does t h i c k e n t o the east. 

16 Part of the problem w i t h the net isopach map i s t h a t 

17 there are very few penetrations out there . 

18 Q. That's the problem. 

19 A. Yes. 

20 Q. That i s the problem. I need t o see t h a t 

21 isopach map. See, you don't want t o d r i l l i n t o a 

22 pinch-out. 

23 A. No. And I ' m q u i t e sure we w o n ' t . I t h i n k - - I 

24 t h i n k the cross s e c t i o n e s t ab l i shes the f a c t t h a t the 

25 zone i s cont inuous a l l the way across - -
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1 Q. Yeah, I can see. 

2 A. thickens t o the west. Other isopach --

3 other maps and other cross sections i n the area 

4 e s t a b l i s h t h a t i t i s d e f i n i t e l y there, so I have 

5 a b s o l u t e l y no concern at a l l t h a t we pinch-out or lose 

6 our zone. The e s t a b l i s h e d . The present i n t h a t -- i n 

7 the Devon Blackjack w e l l . I t ' s also present i n the 

8 S t r a t a Roadrunner w e l l i n the northwest-northwest of 

9 Section 25. That w e l l -- t h a t zone i s present here 

10 ( i n d i c a t i n g ) . These are a l l f a i r l y new w e l l s , and the 

11 logs have not a l l been completely released. And some of 

12 these h o r i z o n t a l s , there are no open-hole logs. 

13 Q. And why i s that? 

14 A. Because the operators f e l t they were not 

15 necessary. 

16 Q. Okay. I see -- you know, the way you use the 

17 word "continuous," t h a t ' s speaking from experience, when 

18 you say "continuous." Where you are r e a l l y going t o , 

19 i t ' s not continuous. And t h a t ' s why I wanted t o see 

20 t h a t net isopach map and look at your w e l l and see what 

21 you're doing out there. Are you saying t h a t you can 

22 come back w i t h a net isopach map? Can you do that? 

23 A. I don't have one today. 

24 Q. Oh, yeah, but i f you can do i t --

2 5 A. Oh, yeah. 
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1 Q. I mean, 1 1d l i k e t o have t h a t --

2 A. Okay. 

3 Q. -- so t h a t I can associate i t w i t h what you're 

4 saying. This i s j u s t a s t r u c t u r e map. 

5 A. Yes. 

6 Q. This i s j u s t a s t r u c t u r e map. And I can say, 

7 Yeah, i t looks l i k e i t ' s continuous, but from 

8 experience, when you go you know from experience t h a t 

9 you s t a r t seeing pinch-outs everywhere, but i f you can 

10 give me a net isopach map, I can -- I can begin t o 

11 understand what i s going on there . 

12 A. I can provide t h a t . I t would v e r i f y r e a l l y 

13 what -- nothing more than what t h a t cross s e c t i o n 

14 already e s t a b l i s h e s . 

15 Q. That would be very i n f o r m a t i v e . 

16 A. I can get t h a t . 

17 Q. I w i l l w r i t e down as one of the thi n g s you are 

18 going t o get, t h i s map -- t h i s type of map ( i n d i c a t i n g ) 

19 i n the production area and also the net isopach map. 

20 A. Okay. Very w e l l . 

21 Q. Okay. I hope your counsel i s t a k i n g note of 

22 what I need w i t h t h i s , because i t ' s a s e n s i t i v e area. 

23 And, again, l e t ' s go back t o t h a t FNR #1. 

24 That v e r t i c a l w e l l . Of course, when you look at i t , i t 

25 looks l i k e i t crosses -- what i s your tolerance, OXY, 
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1 f o r the w e l l from there t o -- you know, your tolerance? 

2 You say the tolerance i s t h i s many. The tolerance you 

3 always have between w e l l s , what i s t h a t tolerance? 

4 A. The tolerance depends on how w e l l we know the 

5 p o s i t i o n of the w e l l . A l o t of these o l d v e r t i c a l w e l l s 

6 were b u i l t w i t h no good v e r t i c a l survey. We have gone 

7 back i n t o the e x i s t i n g v e r t i c a l w e l l and we ran a gyro 

8 survey, so we know e x a c t l y where i t i s . 

9 Q. I would l i k e you t o have run a microseismic, 

10 because, you know -- or even you can do i t w i t h a raw 

11 s i m u l a t i o n t o see what -- you know, because you are 

12 going t o -- you are going t o have t o f r a c k t h i s w e l l . 

13 There i s no way you can d r i l l i t unfracked. 

14 A. That's t r u e . 

15 Q. And I'm concerned about i t being close t o t h a t 

16 v e r t i c a l w e l l t h a t ' s producing. 

17 A. I won't speak t o i t , but we have a witness w i t h 

18 e x h i b i t s who i s prepared t o speak t o e x a c t l y t h a t 

19 question. 

2 0 Q. Okay. Very good. That's what I want t o hear, 

21 because I don't want complications. I have seen 

22 complications when they are close l i k e t h a t , and we want 

23 t o avoid t h a t , you know. I'm not saying you're not 

24 going t o d r i l l your w e l l , but we need t o take 

25 precautions on d r i l 1 i n g t h a t wel1, you know. 

PAUL BACA PROFESSIONAL COURT REPORTERS 
9f19b461 -bd0b-468b-bed0-75e2f3a9854e 



Page 44 

1 A. Yeah. 

2 Q. What I'm saying i s t h a t -- oh, he's very hard. 

3 No, I'm not. I'm j u s t t r y i n g t o p o i n t out what I t h i n k 

4 we may have t o do t o be able t o approve t h i s nonstandard 

5 u n i t and maybe compulsory p o o l i n g . I don't know. But 

6 my concerns are, I don't know how close t h a t h o r i z o n t a l 

7 w e l l i s t o the v e r t i c a l w e l l , which i s s t i l l producing. 

8 I t ' s not plugged and abandoned. So we s t i l l have a 

9 p o s s i b i l i t y there might be complications t o f r a c k t h i s 

10 h o r i z o n t a l w e l l between those two w e l l s . 

11 A. This i s a matter of concern t h a t we have 

12 s p e c i f i c a l l y addressed and which a l a t e r witness w i l l 

13 discuss. 

14 Q. Okay. 

15 A. Concerning -- concerning the distance between 

16 the v e r t i c a l w e l l and the h o r i z o n t a l , I be l i e v e i t ' s 

17 l i k e 90 f e e t , but i t ' s way uphole. I t ' s i n the 

18 b u i l d . I t ' s way above where we're going t o be t r a c k i n g . 

19 Q. I s t h a t what you are i n d i c a t i n g here, 90 feet? 

20 A. Yeah. 

21 Q. I t ' s E x h i b i t 11? 

22 MS. CHAPPELLE: We've g o t a b e t t e r e x h i b i t . 

23 EXAMINER EZEANYIM: W h a t ' s t h a t ? 

24 MS. CHAPPELLE: We have a b e t t e r e x h i b i t . 

25 A . A b e t t e r e x h i b i t f o r t h a t . 
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1 EXAMINER EZEANYIM: Okay. Somebody's 

2 coming. 

3 A. We'11 see t h a t . 

4 Q. {BY EXAMINER EZEANYIM) Okay. 

5 A. But the t h i n g i s , where the two w e l l s cross, 

6 i t ' s way uphole. I t ' s i n the curve. I t ' s not i n the 

7 l a t e r a l . So i t w i l l be considerably uphole from where 

8 we would be doing our treatment and f r a c k i n g . 

9 Q. Okay. Very good. 

10 A. But I'11 l e t the other witnesses t e s t i f y . 

11 Q. One more question. 

12 A. Yes. 

13 Q. This i s the -- when we t a l k about potash 

14 mining, there are two operators. There i s Mosaic and 

15 I n t r e p i d . Did you ever t a l k t o them? 

16 A. We don't t a l k t o them d i r e c t l y . We t a l k t o 

17 at l e a s t I don't. We t a l k t o BLM, and they t a l k t o 

18 them. The BLM showed them our proposed l o c a t i o n s , and 

19 the potash had no o b j e c t i o n s . And t h a t ' s what the BLM 

20 t o l d us at a recent meeting. 

21 Q. Okay. Very good. I j u s t wanted t o get t h a t 

22 out of the way --

23 A. Yeah. 

24 Q. -- t h a t they have no o b j e c t i o n , because they're 

25 ambitious over there and not all o w you guys t o d r i l l , 
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1 which i s f r u s t r a t i n g . But t h a t ' s okay. At l e a s t I am 

2 happy they are not o b j e c t i n g . I s t h a t what you said? 

3 A. Yeah. We have met w i t h BLM, and we have gone 

4 through the core data on the potash. We know there i s a 

5 core t h a t ' s j u s t n o r t h of t h i s w e l l t h a t had no potash 

6 ore. 

7 Q. Okay. The h o r i z o n t a l w e l l i s produced from 

8 A Sand, and the v e r t i c a l w e l l i s producing, you said, 

9 downhole, commingling w i t h the A Sand A2 Sand and 

10 what? 

11 A. And Bone Spring. 

12 Q. Bone Spring. 

13 A. Yeah, two Bone Springs, the Bone Spring 

14 carbonate and the 2nd Bone Spring sand. 

15 Q. Okay. That's a l i I have. 

16 EXAMINER BROOKS: I have j u s t one more 

17 question here because of some of the questions t h a t were 

18 asked here. 

19 CROSS EXAMINATION 

2 0 BY EXAMINER BROOKS: 

21 Q. The w e l l t h a t ' s depicted i n Section 36 --

22 A. Yes. 

23 Q. -- t h a t w e l l i s not i n the Delaware? 

24 A. That i s producing i n the Bone Spring. 

25 Q. Okay. 
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1 A. I t ' s also on s t a t e land, and BLM has very 

2 l i m i t e d a b i l i t y t o i n t e r f e r e w i t h what they do. 

3 Q. Okay. And then the w e l l down i n Section 1 

4 t h a t ' s depicted on E x h i b i t 12, what formation i s t h a t 

5 i n , the h o r i z o n t a l ? 

6 A. That h o r i z o n t a l , I'm not -- I don't r e c a l l i f 

7 i t ' s i n -- I b e l i e v e i t ' s i n the Delaware. I'm not 

8 e n t i r e l y sure. 

9 Q. Okay. 

10 A. The Blackjack Federal, the v e r t i c a l w e l l t h a t ' s 

11 i n the cross s e c t i o n , i s Delaware. 

12 Q. Right. 

13 Okay. And then you sa i d you had i d e n t i f i e d 

14 t h i s same zone and the w e l l up i n the east h a l f - e a s t 

15 h a l f of 23? 

16 A. 25. I t ' s the one labeled. 

17 Q. Oh. The n o r t h h a l f - n o r t h h a l f of 25, S t r a t a 

18 Roadrunner Fed #1H? 

19 A. Yes. 

20 Q. So, b a s i c a l l y , however you depi c t i t , your 

21 conclusion i s , t h i s zone extends across -- Unit 26 i s 

22 b a s i c a l l y based on what you f i n d i n the Blackjack and 

23 what you f i n d i n the S t r a t a Roadrunner, correct? 

24 A. That i s c o r r e c t . And i t ' s also present i n 

25 w e l l s o f f the map t o the east. I t ' s r a t h e r extensive. 
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1 We're also developing i t t o the south. 

2 Q. Right. 

3 A. So i t ' s a p r e t t y continuous zone. I t does not 

4 pinch out i n t h i s area. I t pinches out o f f t o the east, 

5 but several miles -- I'm s o r r y -- t o the west, but many 

6 miles t o the west. 

7 Q. So i n your o p i n i o n , i s i t probable t h a t t h i s 

8 proposed south h a l f - s o u t h h a l f of 26 u n i t w i l l be more 

9 or less continuously productive across the proposed 

10 u n i t ? 

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

12 Q. Thank you. That's a l l I have. 

13 EXAMINER EZEANYIM: We need t h a t isopach 

14 map. 

15 THE WITNESS: Okay. 

16 EXAMINER BROOKS: Anything f u r t h e r from 

17 counsel? 

18 MS. CHAPPELLE: I do j u s t have two 

19 follow-ups, Mr. Hearing Examiner. I d i d get a note from 

20 our previous witness, the landman, t o answer the Hearing 

21 Examiner's question about n o t i c e t o potash, and I can 

22 b r i n g him up t o get t h a t on the record i f you l i k e . 

23 EXAMINER BROOKS: I don't t h i n k t h a t ' s 

24 p e r t i n e n t because BLM d r i l l e d the w e l l . 

25 MS. CHAPPELLE: The other t h i n g p e r t i n e n t 
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1 t o Hearing Examiner Ezeanyim's questioning, we do have a 

2 l i t t l e more d e t a i l on the cross s e c t i o n , i f y o u - a l l 

3 would l i k e t o see t h a t . We can also o f f e r the 

4 supplement w i t h the isopach map, but I can supplement 

5 t h a t as E x h i b i t 11A, i f you would l i k e . 

6 EXAMINER BROOKS: That's up t o 

7 Mr. Ezeanyim. 

8 EXAMINER EZEANYIM: Yeah. Oh, yeah, we 

9 accept anything. 

10 MS. CHAPPELLE: I'm sor r y . I ' l l j u s t have 

11 the witness discuss i t a l i t t l e . 

12 REDIRECT EXAMINATION 

13 BY MS. CHAPPELLE: 

14 Q. Mr. Erickson, i f you wouldn't mind d e s c r i b i n g 

15 t h a t e x h i b i t , please. 

16 A. I had t o f i t e v e r y t h i n g onto l e g a l paper. The 

17 FNR 26 Federal #1 v e r t i c a l w e l l got a l i t t l e b i t 

18 squashed, so there i s a s l i g h t l y expanded v e r s i o n of i t 

19 t h a t i s shown on E x h i b i t 11A. You can see the BC A4 top 

2 0 shown on t h i s map j u s t above the p e r f o r a t e d i n t e r v a l and 

21 the p e r f o r a t e d v e r t i c a l are shown. Then down deeper i s 

22 the BC A2. And our l a t e r a l w i l l be about 90 f e e t below 

23 the e x i s t i n g p r o r a t i o n s . I t ' s j u s t a l i t t l e bigger view 

24 of the same l o g . 

25 EXAMINER EZEANYIM: And t h i s i s the 
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1 v e r t i c a l w e l l . 

2 THE WITNESS: This i s the v e r t i c a l w e l l , 

3 yes. 

4 EXAMINER EZEANYIM: Okay. Thank you f o r 

5 t h a t . 

6 EXAMINER BROOKS: Questions? 

7 EXAMINER EZEANYIM: No. 

8 EXAMINER BROOKS: Very good. The witness 

9 may step down.' 

10 Let's take a ten-minute recess. 

11 (Break taken, 9:22 a.m. t o 9:35 a.m.) 

12 EXAMINER BROOKS: Back on the record. 

13 You may c a l l your next witness. 

14 MS. CHAPPELLE: I ' d l i k e t o c a l l Bruce 

15 Gerrard, please. 

16 BRUCE A. GERRARD, 

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

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

19 DIRECT EXAMINATION 

20 BY MS. CHAPPELLE: 

21 Q. Mr. Gerrard, can you please s t a t e your name? 

22 A. Bruce Andrew Gerrard. I'm the senior 

23 p r o d u c t i o n operations engineer a t OXY. 

24 Q. Mr. Gerrard, have you been q u a l i f i e d as an 

25 expert or t e s t i f i e d before t h i s D i v i s i o n i n the past? 

PAUL BACA PROFESSIONAL COURT REPORTERS 
9f19b461-bd0b-468b-bed0-75e2f3a9854e 



Page 51 

1 A. No, I have not. 

2 MS. CHAPPELLE: I ' d l i k e t o q u a l i f y t h i s 

3 witness as an expert, please. 

4 EXAMINER BROOKS: Proceed. 

5 Q. (BY MS. CHAPPELLE) Mr. Gerrard, please give us 

6 your background, i n c l u d i n g education, experience and 

7 q u a l i f i c a t i o n s f o r being an expert i n t h i s case. 

8 A. A l l r i g h t . I have a t e c h n i c a l diploma from the 

9 Northern A l b e r t a I n s t i t u t e of Technology i n A l b e r t a , 

10 Canada, and I also have an engineering degree from the 

11 U n i v e r s i t y of Calgary i n mechanical engineering, w i t h a 

12 petroleum minor. 

13 I have a p r o f e s s i o n a l status i n the 

14 province of A l b e r t a , i n c l u d i n g a p r o f e s s i o n a l 

15 designation. I have 15 years of petroleum engineering 

16 experience, touching on produc t i o n work whether i t ' s 

17 f a c i l i t i e s , operations, r e s e r v o i r and completions. And 

18 the m a j o r i t y of the experience i s completions i n 

19 production. I've worked i n B r i t i s h Columbia, A l b e r t a --

20 B r i t i s h Columbia, A l b e r t a , Canada and i n Wyoming, United 

21 States. 

22 Q. Do you have knowledge of the subject 

23 a p p l i c a t i o n , and have you reviewed i t ? 

24 A. Yes, I have, and yes, I do. 

25 MS. CHAPPELLE: With t h a t , I ' d l i k e t o 
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1 tender him as an expert. 

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

3 MS. CHAPPELLE: Thank you. 

4 EXAMINER EZEANYIM: Can you s t a t e your 

5 , name, again? 

6 THE WITNESS: Bruce Gerrard. 

7 EXAMINER EZEANYIM: Can you s p e l l t h a t l a s t 

8 name? 

9 THE WITNESS: G-E-R-R-A-R-D, Gerrard. 

10 EXAMINER BROOKS: And one other comment. 

11 I t ' s not necessary here t o ask f o r permission t o q u a l i f y 

12 the witnesses. I t ' s c u s t o m a r i l y done. We always expect 

13 i t . 

14 MS. CHAPPELLE: Thank you. I d i d n ' t want 

15 t o presume. 

16 Q. {BY MS. CHAPPELLE) Mr. Gerrard, i f you could 

17 please t u r n t o E x h i b i t 13 and describe t h a t e x h i b i t f o r 

18 the Hearing Examiners. 

19 A. So E x h i b i t 13 i s the proposed completion scheme 

20 f o r t h i s w e l l . I t i s a 13-stage packer s l i d i n g sleeve 

21 completion, w i t h each stage r e c e i v i n g roughly 130,000 

22 pounds of sand. Of course, the completion w i l l s t a r t at 

23 the toe and move back towards the heel. And as we move 

24 more towards the heel, we move towards the v e r t i c a l FNR 

25 w e l l . 
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1 We have a seven-inch casing down t o the --

2 t o the heel s e c t i o n , or the landing p o i n t , and t h i s i s a 

3 very standard completion i n t h i s area. 

4 Q. Thank you, Mr. Gerrard. 

5 Can you please t u r n t o E x h i b i t 14 and 

6 describe t h a t e x h i b i t ? 

7 A. E x h i b i t 14 i s j u s t f o r the d e t a i l . I t ' s 

8 showing t h a t we've gone through the exercise w i t h our 

9 service company, Baker Hughes, showing j u s t a l i t t l e b i t 

10 more d e t a i l on the completion i t s e l f where the p o r t s and 

11 the packers are going t o be set w i t h i n the h o r i z o n t a l 

12 s e c t i o n , i n more d e t a i l , the very l a s t packer i n s i d e of 

13 the casing. And then you have the l i n e r top i n the 

14 v e r t i c a l s e c t i o n t o the f a r l e f t and then also being a 

15 b i t more e x p l i c i t where those s l i d i n g sleeves, those 

16 p o r t s . 

17 Q. Thank you, Mr. Gerrard. 

18 Please move t o E x h i b i t 15 and b r i e f l y 

19 describe t h a t e x h i b i t . 

2 0 A. Okay. E x h i b i t 15 i s the a c t u a l proposed survey 

21 of the d r i l l i n g of the Federal 12 and 4H, and i t j u s t 

22 shows the b u i l d s e c t i o n , the l a t e r a l s e c t i o n i t s e l f and 

23 the estimated casing p o i n t . 

24 Q. Thank you. 

25 A. Landing p o i n t . So r ry . 
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1 Q. Thank you. 

2 Moving t o E x h i b i t 16, Mr. Gerrard, please 

3 describe t h a t e x h i b i t . 

4 A. So E x h i b i t 16 i s our estimated production from 

5 t h i s h o r i z o n t a l w e l l . We're lo o k i n g at an estimated 380 

6 b a r r e l s a day of o i l . The gas w i l l e v e n t u a l l y come on 

7 at maybe fou r MCF. I t shows i t a l i t t l e b i t higher 

8 here. And 2,000 b a r r e l s of water a day. 

9 EXAMINER EZEANYIM: Excuse me. Could you 

10 speak a l i t t l e louder? 

11 THE WITNESS: A l i t t l e louder? 

12 EXAMINER EZEANYIM: Yeah, please. 

13 A. We're expecting a peak o i l r a t e of maybe 380 

14 b a r r e l s a day; a peak water r a t e of about 2,000 b a r r e l s 

15 a day. 

16 EXAMINER EZEANYIM: 380. 

17 THE WITNESS: Yeah. 

18 EXAMINER EZEANYIM: For the fou r u n i t s . 

19 THE WITNESS: Yeah, f o r the h o r i z o n t a l 

20 w e l l . 

21 EXAMINER EZEANYIM: That's not impressive. 

22 That's 380. I want i t t o be 1,000 or more. 

23 THE WITNESS: Well, t h i s i s what we submit 

24 when do our economics and AFE. 

25 EXAMINER EZEANYIM: Okay. I mean, i f there 
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1 i s no o i l , there i s no o i l t h e r e . So you can do an 

2 adjustment. I j u s t want them t o come on very p r o l i f i c . 

3 THE WITNESS: I t ' s somewhat conservative. 

4 EXAMINER EZEANYIM: Yeah. Okay. 

5 Q. (BY MS. CHAPPELLE) Responsive t o Hearing 

6 Examiner Ezeanyim's questioning about the p r o x i m i t y of 

7 the w e l l l o c a t i o n , I would l i k e t o add two e x h i b i t s t o 

8 the packet t h a t you have. 

9 MS. CHAPPELLE: I f I might approach? 

10 EXAMINER BROOKS: You may. 

11 Q. (BY MS. CHAPPELLE) I've labeled these two 

12 e x h i b i t s 17 and 18. Mr. Gerrard, would you please 

13 describe E x h i b i t 17? 

14 A. Okay. E x h i b i t 17. What we've done i s , we 

15 decided t o take a look at both the i n i t i a l -- the 

16 f r a c t u r e s t i m u l a t i o n [ s i c ] t h a t was on the v e r t i c a l w e l l 

17 and also an idea of the drainage radius t h a t we expect 

18 on a v e r t i c a l w e l l , keeping i n mind t h i s was dual 

19 completed i n the Bone Spring and the Brushy Canyon. 

2 0 So what you're l o o k i n g a t here i s the 

21 estimated f r a c k radius f o r the i n i t i a l completion, which 

22 took 42,000 pounds of sand, and then you have an 

23 estimated drainage r a d i u s , assuming t h a t the Bone Spring 

24 does make no o i l and a l l the o i l came out of the Brushy 

25 Canyon. So i t ' s a very conservative approach t o g i v i n g 
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1 the l a r g e s t drainage area. 

2 I f we were t o assume a t h i r d of the 

3 production comes from the Brushy Canyon Delaware, t h a t 

4 drainage radius would a c t u a l l y only be about 100 f e e t . 

5 So i t would be less than the estimated f r a c k radius. So 

6 i f t h i s comes i n t o play, w e ' l l be lo o k i n g a t 

7 communication between w e l l s ; i f you were t o f r a c t u r e 

8 them, would they be t a l k i n g t o each other. 

9 EXAMINER EZEANYIM: Can you repeat that? . 

10 - Repeat what you j u s t s a i d. 

11 THE WITNESS: Okay. 

12 EXAMINER EZEANYIM: And repeat i t so I can 

13 hear i t . 

14 THE WITNESS: Okay. So the f r a c k radius 

15 was estimated a t 150 f e e t on the v e r t i c a l w e l l . What we 

16 d i d when we modeled t h i s i s , we assumed a l l of the o i l 

17 production on a v e r t i c a l w e l l came from the Delaware. 

18 EXAMINER EZEANYIM: That's your assumption. 

19 THE WITNESS: Just f o r -- j u s t f o r t h i s 

20 purpose here, of c o l l i s i o n between the f r a c t u r e s 

21 themselves, t o f i n d out the worst case. So what you're 

22 seeing here i s a worst-case scenario. 

23 EXAMINER EZEANYIM: Okay. 

24 Q. (BY MS. CHAPPELLE) Mr. Gerrard, j u s t t o 

25 c l a r i f y , would you say t h a t the assumptions t h a t went 

PAUL BACA PROFESSIONAL COURT REPORTERS 
9f19b461 -bd0b-468b-bed0-75e2f3a9854e 



Page 57 

1 i n t o t h i s w i t h respect t o worst case are the most 

2 conservative you could use? 

3 A. They are the very most conservative t h a t can be 

4 used. 

5 Q. How l i k e l y i s i t t h a t t h i s depicted worst case 

6 would a c t u a l l y occur? 

7 A. Not very l i k e l y a t a l l . 

8 Q. So, Mr. Gerrard, please give us, as a 

9 comparison, what the l i k e l y scenario i s w i t h respect t o 

10 t h i s e x h i b i t . 

11 A. Okay. So the l i k e l y scenario i s t h a t the 

12 Delaware Formation has only got a rough radius drainage 

13 area of 100 f e e t from i t s wellbore, not t o depict the 

14 245. 

15 Q. And w i t h respect t o t h a t , Mr. Gerrard, what's 

16 the l i k e l i h o o d of these two w e l l s e i t h e r communicating 

17 or i n t e r a c t i n g i n any way? 

18 A. I t ' s not very l i k e l y at a l l . 

19 Q. With t h a t , I ' d l i k e t o move t o E x h i b i t 18. 

2 0 EXAMINER EZEANYIM: What? 

21 MS. CHAPPELLE: Oh. I ' d l i k e t o go t o 

22 E x h i b i t 18. 

23 THE WITNESS: S i r s , was I c l e a r w i t h 

24 E x h i b i t 17? 

25 EXAMINER EZEANYIM: You have t o t a l k t o t h e 

PAUL BACA PROFESSIONAL COURT REPORTERS 
9f19b461-bd0b-468b-bed0-75e2f3a9854e 



Page 58 

1 Examiner. I don 11 know what's going on. 

2 EXAMINER BROOKS: Yeah. Go ahead., 

3 Proceed. 

4 MS. CHAPPELLE: Thank you, s i r . 

5 Q. (BY MS. CHAPPELLE) Could you please describe 

6 what E x h i b i t 18 depicts? 

7 A. E x h i b i t 18 i s t r y i n g t o depi c t the side p r o f i l e 

8 of what we're seeing downhole on t h i s completion system 

9 and the l i k e l i h o o d t h a t the f r a c t u r e s would i n t e r s e c t 

10 w i t h each other or the drainage, or the h o r i z o n t a l 

11 f r a c t u r e d w e l l would i n t e r f e r e w i t h the drainage radius 

12 of the v e r t i c a l w e l l . And so i t ' s j u s t another way of 

13 l o o k i n g at i t , and i t ' s j u s t t r y i n g t o show you t h a t the 

14 l i k e l i h o o d t h a t our h o r i z o n t a l w e l l w i l l i n t e r f e r e w i t h 

15 the v e r t i c a l w e l l i s very, very low. 

16 Q. Thank you. 

17 MS. CHAPPELLE: And w i t h t h a t , I ' d l i k e t o 

18 pass the witness w i t h respect t o questions from the 

19 Hearing Examiner. 

2 0 EXAMINER BROOKS: Okay. Are you o f f e r i n g 

21 these e x h i b i t s ? 

22 MS. CHAPPELLE: Thank you, s i r . 

23 EXAMINER BROOKS: Which ones? 

24 MS. CHAPPELLE: Yes, s i r . With t h a t , I 

25 o f f e r -- I'm sorr y . 
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Q. {BY MS. CHAPPELLE) Mr. Gerrard, d i d you 

2 prepare or supervise the p r e p a r a t i o n of e x h i b i t s marked 

3 13 through 18? 

4 A. Yes, I d i d . 

5 MS. CHAPPELLE: And w i t h t h a t , I tender the 

6 e x h i b i t s and the witness. 

7 EXAMINER BROOKS: Okay. E x h i b i t s 13 

8 through 18? 

9 MS. CHAPPELLE: Yes, s i r . 

10 EXAMINER BROOKS: 13 through 18 are 

11 admitted. 

12 (OXY USA E x h i b i t Numbers 13 through 18 

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

14 EXAMINER BROOKS: I have no questions. 

15 Mr. Ezeanyim? 

16 CROSS EXAMINATION 

17 BY EXAMINER EZEANYIM: 

18 Q. Well, the question I have --go back t o 17. 

19 How do you determine those f r a c k radius and drainage 

20 radius? How d i d you determine that? How d i d you 

21 determine the f r a c k radius and the drainage radius? 

22 A. Okay. So the f r a c t u r e r a d i u s , what I d i d i s , I 

23 took the e x i s t i n g completion from the w e l l , and I 

24 modeled i t w i t h a f r a c k program c a l l e d StimPlan. 

25 Q. I s t h a t a k i n d of model? 
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1 MS. CHAPPELLE: Yes. 

2 A. Yes. 

3 Q. (BY EXAMINER EZEANYIM) What do you put i n t o the 

4 model? 

5 A. What do I put i n t o the model? 

6 Q. Yeah. 

7 A. What we've done i s , we get a -- we b u i l t the 

8 model based on the area i t s e l f , a l l the rock p r o p e r t i e s , 

9 p o r o s i t i e s , p e r m e a b i l i t i e s , as best we know them, and 

10 put t h a t i n t o the program i t s e l f t o determine the proper 

11 f r a c k geometry. And what our f i n a l determination i s , 

12 any f r a c t u r e t h a t happens out here i n the Delaware i s 

13 g e n e r a l l y round and shaped more l i k e a penny f r a c t u r e . 

14 Q. So you haven't run any -- there are no 

15 fr a c t u r e s ? You haven't done any f r a c t u r e s at a l l on 

16 the -- on the new w e l l , r i g h t ? 

17 A. No. 

18 Q. Okay. Yeah, because the -- see, the w e l l w i l l 

19 do t h a t i f you can -- because you are going t o use 180 

20 [ s i c ] pounds of propane [ s i c ] . I t would begin -- I 

21 can't ask you t h a t because you don't know i t . I f I know 

22 what I know t h i s i s a model. I'm not f a m i l i a r w i t h 

23 t h a t model, but, you know, I can put anything i n there 

24 t o make i t look good. But I assume t h a t t h a t map i s 

25 good. That's okay. 
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What type of f r a c t i o n i z a t i o n [ s i c ] do you 

2 use, s l i c k - w a t e r , g e l --

3 A. No. No. I t ' s a g e l l e d system. 

4 Q. Okay. But do you use some -- some type of 

5 nitrogen? 

6 A. No, not at a l l . 

7 Q. You don't use nitrogen? 

8 A. No. 

9 Q- Okay. You're not concerned w i t h sublocation 

10 [ s i c ] ? 

11 A. No. 

12 Q. I t ' s producing now, r i g h t ? 

13 A. Yeah. 

14 Q. So how do you do sublo c a t i o n [ s i c ] i n there? 

15 A. We have s u r f a c t a n t . I t ' s 

16 Q- You have s u r f a c t a n t ? 

17 A. Yes. Yeah. 

18 Q. I mean, t h a t ' s your c a l l . I mean, my -- my 

19 method may not be your method, but, you know, I'm 

20 j u s t --

21 A. Yeah. No, but s u r f a c t a n t helps q u i t e a b i t i n 

22 producing the broken g e l . 

23 Q- Because n i t r o g e n i s very c o s t l y , r i g h t ? 

24 A. Very c o s t l y , and I ' d have t o run simulations t o 

25 see i f we can pump i t t o t h i s depth. 
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No, no. You can do whatever you want t o do. 

2 I'm not t e l l i n g you what t o do, but I wanted t o get the 

3 hydrocarbon from t h a t --

4 A. I t ' s a very standard completion t h a t ' s been 

5 used out here f o r years. 

6 Q. How do you get 380 b a r r e l s of o i l per day? How 

7 d i d you get t h a t number? 

8 A. That number i s coming from an --

9 Q. O f f s e t well? 

10 A. -- yeah, an array of o f f s e t w e l l s i n the area 

11 done by our r e s e r v o i r engineer. 

12 Q. Are your spaces [ s i c ] bigger than that? 

13 A. Pardon me? 

14 Q. Bigger than 380? 

15 A. Yes. I n many cases, we do get more than t h a t . 

16 Like I s a i d , i t ' s a conservative number. 

17 Q. Okay. I assume what you d i d here i n the model 

18 i s okay t o give me t h a t separation between the w e l l s , 

19 because t h a t was my concern before. 

20 A. Yes, s i r . 

21 Q- Because the w e l l s seem t o be close t o each 

22 other. 

23 A. Yes. 

24 Q. I w i l l take a look. 

25 A. I ' l l be s i t t i n g i n f r y pan [ s i c ] --
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1 Q. What d i d you say? 

2 A. I ' l l be s i t t i n g i n a f r y pan [ s i c ] when we do 

3 complete t h i s w e l l --

4 Q. Okay. Very good. 

5 A. and I w i l l be watching as we get clo s e r t o 

6 the heel t o see i f there are any i n d i c a t i o n s t h a t we are 

7 g e t t i n g i n t o a depleted zone, and we may change and go 

8 smaller or something l i k e t h a t , yeah. 

9 Q. Okay. I don't have anything f u r t h e r . Thank 

10 you. 

11 EXAMINER BROOKS: Thank you. 

12 Anything f u r t h e r , Counsel? 

13 MS. CHAPPELLE: No. 

14 EXAMINER BROOKS: Does t h a t complete your 

15 presentation? 

16 MS. CHAPPELLE: This completes our 

17 p r e s e n t a t i o n . 

18 EXAMINER BROOKS: Very good. Case Number 
19 15006 w i l l be taken under advisement. 

20 (Case Number 15006 concludes, 9:53 a.m.) 

23 *y me on % ' ̂  N ° - /JOGtt 

24 

25 
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