
3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Page 1 
IN THE MATTER OF THE HEARING CALLED 
BY THE OIL CONSERVATION DIVISION FOR 
THE PURPOSE OF CONSIDERING: 

APPLICATION OF MESQUITE SWD, 
INCORPORATED FOR APPROVAL OF 
A WATER DISPOSAL WELL, LEA COUNTY, 
NEW MEXICO. 

CASE NO. 14979 

ORIGINAL 
REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: PHILLIP GOETZE, CHIEF EXAMINER 
RICHARD EZEANYIM, TECHNICAL EXAMINER 

May 2, 2013 

Santa Fe, New Mexico 

co 

"0 

37 
o ' 

This matter came on f o r hearing before^-the 
New Mexico O i l Conservation D i v i s i o n , P h i l l i p Ĝ etz;e"̂ ) 
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01 a.m.) 

2 EXAMINER GOETZE: Proceed t o the next case 

3 i n the docket, which i s Case 14979, which i s a p p l i c a t i o n 

4 of Mesquite SWD, Incorporated f o r approval of a water 

5 disposal w e l l , Lea County, New Mexico. 

6 Ca l l f o r appearances. 

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

8 Santa Fe representing the Applic a n t . I have one 

9 witness. 

10 MR. LARSON: Morning, Mr. Examiner. Gary 

11 Larson. I'm appearing on behalf of Yates Petroleum, 

12 MYCO I n d u s t r i e s and Abo Petroleum. I have three 

13 witnesses . 

14 EXAMINER GOETZE: W i l l the witnesses please 

15 stand, s t a t e your name and be sworn in? 

16 MS. HOTTER: Margrethe Hotter. 

17 MR. MORRISON: Robert Morrison. 

18 MR. FLY: S t e r l i n g Fly I I I . 

19 DR. HAVENOR: Kay Havenor. 

20 (Ms . Hotter, Mr. Morrison, Mr. Fly and 

21 Dr. Havenor sworn.) 

22 KAY HAVENOR, Ph.D., 

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

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

25 
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1 DIRECT EXAMINATION 

2 BY MR. BRUCE: 

3 Q. Please s t a t e your name and c i t y of residence 

4 f o r the record. 

5 A. Kay Havenor, Roswell, New Mexico. 

6 Q. What i s your occupation? 

7 A. I'm a c o n s u l t i n g g e o l o g i s t . 

8 Q. What i s your r e l a t i o n s h i p t o Mesquite SWD, 

9 Inc.? 

10 A. As a consultant. 

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

12 Division? 

13 A. Yes, I have. 

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

15 g e o l o g i s t accepted as a matter of record? 

16 A. Yes, they were. 

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

18 i n t h i s a p p l i c a t i o n ? 

19 A. Yes, I am. 

20 MR. BRUCE: Mr. Examiner, I tender 

21 Mr. Havenor as an expert g e o l o g i s t . 

22 EXAMINER GOETZE: He i s so q u a l i f i e d . 

23 Q. (BY MR. BRUCE) Mr. Havenor, l e t ' s s t a r t o f f 

24 very b r i e f l y w i t h E x h i b i t 1. Could you j u s t b r i e f l y 

25 i d e n t i f y what t h i s i s ? 
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bf1b66fe-37cc-4c7d-97d2-8d72f31a3a56 



Page 7 

1 A. This i s the C-108 a p p l i c a t i o n f o r a s a l t w a t e r 

2 d i s p o s a l . 

3 Q. And i f you t u r n to page 3 of the C-108, could 

4 you i d e n t i f y the w e l l t h a t we're here discussing today? 

5 A. This i s a proposed new d r i l l l ocated i n Section 

6 23 of 25 South, 32 East, Lea County, Unit C. 

7 Q. What i s the name of the well? 

8 A. I t w i l l be the Paducah Federal SWD #3. 

9 Q. And, again, t h i s i s not an e x i s t i n g well? 

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

11 Q. Let's run through the C-108 a l i t t l e b i t . Does 

12 i t contain the area of review, e x h i b i t s , et cetera? 

13 A. Yes, i t does. 

14 EXAMINER EZEANYIM: Excuse me. Since you 

15 are on t h i s page 3, I saw something t h a t I wanted to 

16 c l e a r up as we go. 

17 Dr. Havenor, what do you mean by Opr? I s 

18 t h i s accredited to the "Top of Cement" of the surface, 

19 "Method Determined: Opr"? 

20 A. Where are you r e f e r r i n g to? 

21 EXAMINER EZEANYIM: I'm looking at page 3, 

22 where Mr. Bruce d i r e c t e d you t o . I was l o o k i n g f u r t h e r , 

23 and I look at the c o n s t r u c t i o n of the w e l l and your 

24 paybacks t o see -- before I look at the c o n s t r u c t i o n . 

25 You see the w e l l surface -- you know, t o the surface, 
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1 "Opr." What i s Opr? 

2 Q. (BY MR. BRUCE) He's t a l k i n g about the top of 

3 the cement. 

4 A. Oh, the top of the cement. 

5 Q. And over t o the r i g h t , "Top of Cement," i t says 

6 "Opr." 

7 A. "Operator." That was the — t h a t w i l l be 

8 determined by the operator. I t w i l l be i t has not 

9 been d r i l l e d . I t w i l l be c i r c u l a t e d t o the surface, and 

10 t h a t w i l l be confirmed by the operator. 

11 EXAMINER EZEANYIM: Okay. Let me s t a t e i t , 

12 because t h a t i s very confusing. I f the operator at the 

13 time -- because t h a t i s what I saw on the c o n s t r u c t i o n 

14 diagram, and I wanted to get i t out of the way, because 

15 I don't know what operator means. Operator i s not the 

16 method determiner. You could say c i r c u l a t o r . See at 

17 "Surface" and then "Circulate"? 

18 THE WITNESS: "Method Determined." I'm 

19 sorry. Yes. That should be c i r c u l a t o r . 

20 EXAMINER EZEANYIM: . Okay. That would be 

21 more appropriate, because the operator i s not the method 

22 determiner. I'm sorry. Please don't get me wrong. 

23 Sometimes you can j u s t ask me, i f you see something l i k e 

24 t h i s . I know e x a c t l y what you mean. I t h i n k you 

25 t h i n k -- although I don't know what Opr means. I f you 
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bf1b66fe-37cc-4c7d-97d2-8d72f31a3a56 



Page 9 

1 put "operator," then I would say, Okay — because t h a t 

2 operator i s -- you are going t o say c i r c u l a t e d . We 

3 c i r c u l a t e d cement i n t o the surface. I t h i n k you 

4 understand. You teach these classes. 

5 THE WITNESS: I understand. Thank you. 

6 Q. (BY MR. BRUCE) And lo o k i n g at page 3, 

7 Mr. Havenor, what w i l l be the i n j e c t i o n i n t e r v a l -- the 

8 approximate i n j e c t i o n i n t e r v a l , the depth? 

9 A. I t w i l l be from approximately 4,870 f e e t t o a 

10 maximum of 7,250 f e e t . 

11 Q. And what i s the geologic formation t h a t you 

12 w i l l be i n j e c t i n g i n t o ? 

13 A. The upper zone w i l l be below the top of the 

14 B e l l Canyon, and the lower zone w i l l be i n the Cherry 

15 Canyon. 

16 EXAMINER EZEANYIM: So, e s s e n t i a l l y , both 

17 the B e l l Canyon and Cherry Canyon? E s s e n t i a l l y , t o the 

18 top of the B e l l Canyon and then a l l of Cherry Canyon, 

19 r i g h t ? 

20 THE WITNESS: Correct. The top — the 

21 upper zone i s below the top of the Cherry Canyon -- the 

22 B e l l Canyon. 

23 EXAMINER EZEANYIM: Which i s the same. 

24 Okay. 

25 Q. (BY MR. BRUCE) And w i l l the w e l l be cons t ruc ted 

PAUL BACA PROFESSIONAL COURT REPORTERS 
b(1b66fe-37cc-4c7d-97d2-8d72f31a3a56 



Page 10 

1 so as t o prevent movement of f l u i d between zones? 

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

3 Q. And l e t ' s move on. You have pages 5 and 6, the 

4 area of review. Does E x h i b i t [ s i c ] 7 contain data of 

5 the we l l s i n the area of review? 

6 A. Page 7? 

7 Q. Page 7. 

8 A. Yes, i t -- i t does. There are only two we l l s 

9 t h a t are p h y s i c a l l y w i t h i n the area of review, and 

10 t h a t ' s number one and number two. 

11 Q. Okay. So the -- okay. And you also have, say, 

12 "Item VI (a): Data on wel l s near the area of review." 

13 What does t h a t r e f l e c t ? 

14 A. Because i t i s out of the area of review but i s 

15 i n reasonably close p r o x i m i t y , I included t h a t 

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

17 Q. And do we have some data sheets on some of 

18 these wells i n subsequent e x h i b i t s ? 

19 A. Yes, we do. 

20 EXAMINER EZEANYIM: Which w e l l s a re we 

21 t a l k i n g a b o u t , 1 and 2? 

22 MR. BRUCE: Mr. Examiner , i f y o u ' l l l o o k a t 

23 E x h i b i t [ s i c ] 7 - -

24 EXAMINER EZEANYIM: Page 7? 

25 MR. BRUCE: Yeah. Page 7. Excuse me. The 

PAUL BACA PROFESSIONAL COURT REPORTERS 
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1 f i r s t items, 1 and 2, under Item V I , there are two wells 

2 i n the area of review. 

3 EXAMINER EZEANYIM: Yeah. 

4 MR. BRUCE: And down below, Mr. Havenor has 

5 included two a d d i t i o n a l w e l l s t h a t are nearby but 

6 outside the one-half m i l e . 

7 EXAMINER EZEANYIM: That are not w i t h i n the 

8 area of review. 

9 THE WITNESS: The bottom two are not w i t h i n 

10 the area of review. 

11 EXAMINER EZEANYIM: But you chose t o 

12 include them. 

13 THE WITNESS: I chose t o include them 

14 because they are i n r e l a t i v e l y close p r o x i m i t y . 

15 EXAMINER EZEANYIM: What i s t h e i r status? 

16 THE WITNESS: I'm sorry? 

17 EXAMINER EZEANYIM: Are they producing? 

18 What happened w i t h the wells? Those -- those ones you 

19 said are outside the area of review, what's going on 

20 w i t h them? 

21 THE WITNESS: One i s c u r r e n t l y a sal t w a t e r 

22 disposal w e l l , and t h a t ' s located on the west side of 

23 - the area of review, the southwest side. And number two 

24 i s a -- a property t h a t penetrated the top of the B e l l 

25 Canyon but i s outside of the area of review; close t o i t 
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1 but outside. 

2 EXAMINER EZEANYIM: I s i t producing, or — 

3 THE WITNESS: No. 

4 EXAMINER EZEANYIM: — what i s i t doing? 

5 THE WITNESS: I t i s shut i n . 

6 EXAMINER EZEANYIM: Was i t plugged and 

7 abandoned or shut in? 

8 THE WITNESS: I t was te m p o r a r i l y abandoned 

9 i n 1999 and has not been touched since then. 

10 EXAMINER EZEANYIM: That's not good. 

11 Q. (BY MR. BRUCE) And l e t ' s t u r n t o E x h i b i t 8. 

12 What are the a n t i c i p a t e d i n j e c t i o n volumes from t h i s 

13 well? 

14 A. Approximately 5,000 b a r r e l s per day would be 

15 the maximum t h a t ' s a n t i c i p a t e d . Average would probably 

16 be i n the range of 3,500. 

17 Q. And w i l l Mesquite comply w i t h the .2 p s i depth 

18 as to i n j e c t i o n pressure? 

19 A. Yes, they w i l l comply. 

20 Q. And what w i l l be the source of the -- t h i s i s 

21 simply a sal t w a t e r disposal w e l l , c o r r e c t ? 

22 A. Correct. 

23 Q. And what w i l l be the source of the disposed 

24 water? 

25 A. Produced waters i n the general area probably 
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1 from p o s s i b l y from the basal Brush Canyon and then 

2 from the Bone Spring. 

3 Q. Do you a n t i c i p a t e any c o m p a t i b i l i t y problems 

4 between the produced water and the formation water? 

5 A. I a n t i c i p a t e n o problems. 

6 Q. I s there any fre s h water w i t h i n a two-mile area 

7 of the well? 

8 A. There i s no fres h water reported through the 

9 O f f i c e of the New Mexico State Engineer. However, there 

10 i s probably some stock water at a very shallow depth of 

11 approximately 100, 150 f e e t . 

12 Q. And, again, w i t h the c o n s t r u c t i o n of the w e l l , 

13 there would be no contamination of t h a t stock water? 

14 A. Correct. 

15 Q. Go to pages 11, 12 and 13. There are some P&A 

16 diagrams. I n your opinion, are the P&A'd we l l s 

17 constructed such t h a t they w i l l not act as a conduit f o r 

18 f l u i d s t o move between zones? 

19 A. Yes. 

2 0 Q. And i s there any f a u l t i n g i n t h i s area or such 

21 t h a t would lead t o a hydrologic connection between the 

22 i n j e c t i o n zone and the f r e s h water i n t h i s area? 

23 A. Not i n these zones. 

2 4 Q. And the e x h i b i t on page 15 contains the o f f s e t 

25 working i n t e r e s t owners; does i t not? 
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1 A. Yes. 

2 Q. Who i s the surface owner; not the lessee, but 

3 the surface owner of the w e l l s i t e ? 

4 A. Bureau of Land Management. 

5 Q. Now, the f i n a l page i s j u s t the no t i c e t h a t you 

6 published i n the newspaper, correct? 

7 A. Yes, t h a t i s c o r r e c t . 

8 Q. But t h i s i s going t o hearing because of the 

9 o b j e c t i o n of Yates Petroleum Corporation? 

10 A. Yes. 

11 Q. Let's t a l k about -- have you -- f i r s t of a l l , 

12 l e t ' s go back t o the surface owner, the BLM. Does the 

13 BLM have any o b j e c t i o n t o the d r i l l i n g of t h i s well? 

14 A. No. 

15 Q. And have you spoken w i t h Yates about t h e i r 

16 o b j e c t i o n t o the well? 

17 A. I had a b r i e f telephone conversation, j u s t 

18 i n d i c a t i n g t h a t they were concerned about p o t e n t i a l 

19 d r i l l i n g t h a t they might want to do. I --

20 Q. You're not c e r t a i n what t h e i r o b j e c t i o n i s at 

21 t h i s point? 

22 A. No, I'm not sure. 

23 Q. But l e t ' s t a l k about the w e l l s both i n s i d e - -

24 some of the w e l l s i n s i d e the area of review and nearby, 

2 5 Mr. Havenor. 
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1 MR. BRUCE: And, Mr. Examiner, i f you can 

2 go to pages 5 or 6 -- maybe s t a r t w i t h page 6, at l e a s t 

3 on your copy. I've i d e n t i f i e d a few of the w e l l s . 

4 EXAMINER EZEANYIM: Page? 

5 MR. BRUCE: I f — i f you could go t o page 

6 6. 

7 Q. (BY MR. BRUCE) Mr. Havenor, marked as E x h i b i t s 

8 4 through 4A are some w e l l data sheets. Could you run 

9 through those e x h i b i t s and i d e n t i f y ' those wells on the 

10 land p l a t s you've included i n your C-108 so t h a t the 

11 Examiners can, number one, see where those w e l l s are 

12 located w i t h respect t o the i n j e c t i o n w e l l and what the 

13 status of these w e l l s are, and maybe, o v e r a l l , why you 

14 t h i n k t h i s w e l l -- or t h i s formation i s a good candidate 

15 f o r i n j e c t i o n ? S t a r t o f f w i t h E x h i b i t 2. 

16 A. E x h i b i t 2? Okay. This w e l l was d r i l l e d i n 

17 Unit A of Section 23. 

18 EXAMINER EZEANYIM: Which w e l l are we 

19 t a l k i n g about? 

20 THE WITNESS: This i s the Yates Petroleum, 

21 Paducah Unit Number 2.-

22 EXAMINER EZEANYIM: I s t h a t w i t h i n the area 

23 of review? 

24 THE WITNESS: Yes, i t i s . 

25 MR. BRUCE: Mr . Examiner , i f you l o o k a t 
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1 t h a t p l a t , i t ' s immediately t o the east of the proposed 

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

3 EXAMINER EZEANYIM: I t ' s on the l i n e . 

4 MR. BRUCE: Correct. 

5 A. This w e l l was d r i l l e d t o a t o t a l depth of 5,000 

6 fe e t and was plugged back t o 4,875 f e e t , which i s i n the 

7 upper B e l l Canyon. I t was p e r f o r a t e d and t r e a t e d and 

8 completed i n 1985 and had a cumulative o i l production of 

9 approximately 17,000 b a r r e l s of o i l and 275,000 b a r r e l s 

10 of water. The l a s t month of production was reported i n 

11 December of 2000. 

12 Q. (BY MR. BRUCE) What i s the current status of 

13 the well? 

14 A. The w e l l was plugged and abandoned on September 

15 19th, 2011. 

16 Q. This was a very wet w e l l ; was i t not? 

17 A. Quite. 

18 Q. You have the t o t a l -- under Miscellaneous 

19 Comments, you have the t o t a l production from the well? 

20 A. Yes, I do, towards the bottom of the page, 

21 "Miscellaneous Comments." 

22 Q. Let's move on t o E x h i b i t -- again, keeping the 

23 land p l a t i n f r o n t of you, but E x h i b i t 3, the J. I . 

24 O'Neill Federal P Well #1. Where i s t h a t w e l l located 

25 w i t h respect t o the proposed i n j e c t i o n well? 
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1 A. I t i s located t o the east-northeast of the 

2 proposed w e l l . I t i s j u s t outside of the area of 

3 review. This w e l l was d r i l l e d t o a t o t a l depth of 4,884 

4 f e e t . 

5 EXAMINER EZEANYIM: Dr. Havenor, are you 

6 t a l k i n g about t h i s w e l l ( i n d i c a t i n g ) ? 

7 THE WITNESS: No. S t r a i g h t up 

8 ( i n d i c a t i n g ) , outside of the -- to the r i g h t , outside of 

9 the area of review. 

10 EXAMINER EZEANYIM: I see column [ s i c ] --

11 so which one? 

12 MR. BRUCE: I'm sorry, Mr. Examiner. I 

13 mismarked t h a t one. 

14 Q. (BY MR. BRUCE) But, Mr. Havenor, i s t h a t t o the 

15 northeast of the proposed i n j e c t i o n well? 

16 A. ( I n d i c a t i n g . ) 

17 EXAMINER EZEANYIM: Oh, okay. I t ' s not 

18 colored, so I di d n ' t look at i t . 

19 THE WITNESS: Yes. 

20 Q. (BY MR. BRUCE) Go ahead. What i s the status of 

21 t h a t w e l l , Mr. Havenor? 

22 A. The status of the w e l l i s t h a t i t has not --

23 w e l l , t h a t w e l l was plugged and abandoned i n 1967. I t 

24 was cored, and there were some spo t t y shows of o i l i n 

25 the recovered c o i l -- cores, and i t was plugged and 
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1 abandoned without an attempt t o complete i t . 

2 EXAMINER EZEANYIM: I t h i n k i t was d r i l l e d 

3 and abandoned. 

4 THE WITNESS: Yes. 

5 EXAMINER EZEA.NYIM: I t was d r i l l e d , and 

6 then they abandoned i t w i t h i n a month, r i g h t ? 

7 THE WITNESS: Yes. 

8 Q. (BY MR. BRUCE) And E x h i b i t 4, which w e l l i s 

9 t h a t , Mr. Havenor? 

10 A. E x h i b i t 4 i s the w e l l located to the southeast 

11 of the area of review. This i s the only other w e l l i n 

12 the area of review or adjacent t o i t t h a t I included. 

13 And t h i s was a deep w e l l , and i t completely penetrated 

14 the proposed disposal i n t e r v a l s of the Cherry Canyon, 

15 lower Brush Canyon -- excuse me -- the lower B e l l Canyon 

16 and Cherry Canyon. I t i s b a s i c a l l y f o r i n f o r m a t i o n . 

17 Q. I not i c e under these -- on your notes, at the 

18 very bottom, t h i s w e l l l o s t c i r c u l a t i o n above 8,700 

19 f e e t . 

20 A. Yes, i t d i d . 

21 • Q. And what i s the current status of t h i s w e l l , 

22 again? • 

23 A. I t i s - - i t i s an a c t i v e w e l l as f a r as i t has 

24 not been plugged and abandoned, and they d i d do some 

25 t e s t i n g d r i l l - s t e m t e s t i n g i n the upper B e l l Canyon. 
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1 And they recovered a s l i g h t amount of o i l and some 

2 water. 

3 Q. And then E x h i b i t 4A, where i s t h a t w e l l and 

4 what i s the status? 

5 A. E x h i b i t 4A i s — t h i s i s the w e l l t h a t ' s 

6 located i n Unit P of the secti o n r i g h t t o or i n the 

7 north of the area of review. I t s status i s not plugged. 

8 Q. The w e l l was — 

9 A. Excuse me. I t i t -- no. I t ' s t e m p o r a r i l y 

10 abandoned. 

11 Q. Temporarily abandoned. 

Yes. 

I t has not been P&A'd at t h i s point? 

That i s c o r r e c t . 

And a l l of these w e l l s , they at l e a s t 

16 penetrated the top of the proposed i n j e c t i o n zone or, as 

17 you said, the Devon w e l l i s completely through the 

18 i n j e c t i o n zone; i s t h a t correct? 

19 A. Yes. The - - t h e completion program f o r t h i s 

20 w e l l -- proposed well. -- t h i s proposed disposal w e l l i s 

21 set so t h a t casing w i l l be set down i n t o the B e l l Canyon 

22 to cover these zones t h a t had some shows or production 

23 . i n the uppermost B e l l Canyon. 

24 Q. Now, i n look i n g at a l l of these wells and the 

25 data on these w e l l s , i s the proposed i n j e c t i o n zone 

12 A 

13 Q 

14 A 

15 Q 
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1 prospective f o r hydrocarbons; i n your opinion? 

2 A. Not --no. I t ' s not prospective, and much 

3 d r i l l i n g i n the greater area has shown i t t o be water. 

4 Q. I s the zone -- i n j e c t i o n zone under pressure? 

5 A. No, i t ' s not under pressure. I t ' s -- there are 

6 numerous l o s t c i r c u l a t i o n zones w i t h i n the proposed 

7 i n t e r v a l . 

8 Q. And w i l l i n j e c t i o n i n t o t h i s zone adversely 

9 a f f e c t d r i l l i n g i n t h i s area? 

10 A. I would t h i n k t h a t i f i t had any e f f e c t , i t 

11 would be b e n e f i c i a l . 

12 Q. Does Mesquite have another s a l t w a t e r disposal 

13 w e l l i n t h i s area? 

14 A. Yes, they do. I t ' s r i g h t on the southwest edge 

15 of the area of review. 

16 Q. So i f you look at 

17 A. Page 6. 

18 Q. -- page 6, i t would be the we.1.1 over i n Section 

19 22? 

20 A. Yes, i t would be. 

21 Q. And t h a t i s a c u r r e n t , a c t i v e s a l t w a t e r 

22 disposal w e l l operated by Mesquite? 

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

24 

25 
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CROSS-EXAMINATION 

2 BY EXAMINER EZEANYIM: 

3 Q. Which w e l l i s that? I need t o — i s i t outside 

4 the area of review? This one here ( i n d i c a t i n g ) ? 

5 A. Yes. 

6 Q. I t ' s c u r r e n t l y o perating, r i g h t ? 

7 A. I t ' s c u r r e n t l y a sal t w a t e r disposal w e l l . 

8 Q. By Mesquite? 

9 A. Mesquite, Paducah #1. 

10 Q. And t h i s w e l l i s i n j e c t i n g i n t o Cherry 

11 Canyon --

12 A. I t ' s i n j e c t i n g i n t o the same proposed i n t e r v a l 

13 as we are requesting on t h i s w e l l . 

14 Q- Same i n t e r v a l ? 

15 A. Same i n t e r v a l . 

16 Q. 2,040 — i t ' s a 2,040-foot [ s i c ] open hole? 

17 A. Yes. 

18 Q • Is t h a t what you are doing when you describe 

19 the i n j e c t i o n w e l l , r i g h t ? 

20 A. Yes. The Paducah #1 i s cased and p e r f o r a t e d . 

21 Q- Do you remember the sal t w a t e r disposal order 

22 number? 

23 A. I'm sorry? 

24 Q. Do you know the order number of t h a t well? 

25 MR. BRUCE: We'll get t h a t f o r you, 
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1 Mr. Examiner. 

2 CONTINUED DIRECT EXAMINATION 

3 BY MR. BRUCE: 

4 Q. Approximately, do you know what the approximate 

5 volumes are of produced water being i n j e c t e d i n t o t h a t 

6 w e l l i n Section 22? 

7 A. I n the range of 5,000 b a r r e l s per day. 

8 Q. Approximately the same as you're seeking t o get 

9 approval f o r i n the Paducah #3? 

10 A. Yes. 

11 Q. I n your review of the area, have you no t i c e d 

12 any problem i n d r i l l i n g of wells because of the 

13 i n j e c t i o n -- the ongoing i n j e c t i o n i n t o the Paducah #1? 

14 A. The closest w e l l t h a t has been d r i l l e d 

15 subsequent t o s t a r t i n g disposal i n t o the Paducah #1 i s 

16 the #2, and i t ' s located t o the southwest of the #1, and 

17 i t also has l o s t c i r c u l a t i o n . 

18 Q. C i r c u l a t i o n i s common i n t h i s area? 

19 A. Yes, i t i s . 

20 Q. What i s the bulk of the outgoing development i n 

21 t h i s area? What zones are being t e s t e d , t o your 

22 knowledge? 

23 A. The lower-most Brushy Canyon and the underlying 

24 Bone Spring. 

25 Q. And i s there a need f o r s a l t w a t e r disposal 
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1 capacity i n t h i s area? 

2 A. Absolutely. 

3 Q. The ongoing Bone Spring development i s by 

4 h o r i z o n t a l wells? 

5 A. Hor i z o n t a l d r i l l i n g , yes. 

6 Q. And they are producing q u i t e a b i t of water? 

7 A. Yes, s i g n i f i c a n t volumes. 

8 EXAMINER EZEANYIM: I n the what, i n the 

9 Bone Spring? 

10 MR. BRUCE: ( I n d i c a t i n g . ) 

11 CONTINUED CROSS-EXAMINATION 

12 BY EXAMINER EZEANYIM: 

13 Q. What sand i n the Bone Spring? 

14 A. I'm sorry? 

15 Q. What sand? We have three sands i n the Bone 

16 Spring. Where are the most water coming from, the 1st 

17 Sand, 2nd Sand or --

18 A. I believe i t ' s the 1st Sand. 

19 Q. 1st Sand? 

20 . A. Yeah. 

21 MR. BRUCE: And, Mr. Examiner, E x h i b i t 5 

22 simply my A f f i d a v i t of Notice t o the o f f s e t operators 

23 and the surface owner, the BLM. 

24 

25 
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1 CONTINUED DIRECT EXAMINATION 

2 BY MR. BRUCE: 

3 Q. Other than E x h i b i t 5, Mr. Havenor, E x h i b i t s 1 

4 through 4A prepared by you or under your supervision? 

5 A. Yes. 

6 Q. And i n your opinion, i s the g r a n t i n g of t h i s 

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

8 prevention of waste? 

9 A. Yes, i t i s . 

10 MR. BRUCE: Mr. Examiner, I tender the 

11 admission of E x h i b i t s 1 through 5. 

12 EXAMINER GOETZE: E x h i b i t s 1 through 5 are 

13 accepted. 

14 (Mesquite SWD E x h i b i t Numbers 1 through 5 

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

16 MR. BRUCE: And I pass the witness. 

17 CROSS-EXAMINATION 

18 BY MR. LARSON: 

19 Q. Good morning, Dr. Havenor. 

20 A. Good morning. 

21 Q. At present, does Mesquite have l e g a l access t o 

22 the surface l o c a t i o n t o the proposed well? 

23 A. No; I t has not been app l i e d f o r t o the BLM. 

24 Q. And I ' l l r e f e r you t o page 8 of E x h i b i t 1. You 

25 have the statement: "Before disposal the i n t e r v a l w i l l 
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1 be evaluated t o confirm" presence -- I'm sorry --

2 "proj e c t e d absence of commercial hydrocarbons." 

3 A. Yes. 

4 Q. So your testimony today i s , i t 1 s your b e l i e f 

5 t h a t there i s n 1 t -- t h a t ' s subject t o co n f i r m a t i o n when 

6 the w e l l i s d r i l l e d ? 

7 A. L e t 1 s go over t h a t again. 

8 Q. I believe you t e s t i f i e d i n answer t o a question 

9 by Mr. Bruce t h a t i t ' s your b e l i e f there are no 

10 producible hydrocarbons i n the B e l l Canyon? 

11 A. The lower B e l l Canyon. We are excluding and 

12 casing o f f the upper B e l l Canyon. 

13 Q. So, again, you said i n your a p p l i c a t i o n t h a t 

14 "the i n t e r v a l w i l l be evaluated t o confirm the p r o j e c t e d 

15 absence"? 

16 A. Yes. 

17 Q. S o b e l o w t h e t o p o f t h e i n t e r v a l , you believe 

18 there are no producible hydrocarbons? 

19 A. Yes. 

20 Q. And you rendered an opinion t h a t you be l i e v e 

21 the i n j e c t i o n of the produced water would be b e n e f i c i a l ' 

22 t o o f f - s i t e operators. Could you expand on t h a t f o r me? 

23 A. I di d n ' t mean t o say t h a t i t ' s b e n e f i c i a l , but 

24 i t would c e r t a i n l y not impair any problems, because the 

25 presence of l o s t c i r c u l a t i o n i n the greater area i n the 
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1 Cherry Canyon, e s p e c i a l l y , i s such t h a t i f you d r i l l e d 

2 i n t o i t , you're going t o lose your f l u i d s , i f you're 

3 d r i l l i n g . And i f -- i f the disposal of water were t o 

4 f i l l up some of those voids, i t would only a s s i s t i n 

5 reducing the r i s k of -- higher r i s k of l o s t c i r c u l a t i o n . 

6 Did I confuse you enough? 

7 Q. You d i d somewhat, but I'm not sure how t o break 

8 t h a t down. I f I understand your testimony, i t w i l l 

9 a c t u a l l y be b e n e f i c i a l t o the l o s t - c i r c u l a t i o n issues 

10 t h a t have e x i s t e d out there . I f I stated i t wrong, 

11 please t e l l me. 

12 A. Well, there i s c l e a r l y l o s t c i r c u l a t i o n , and 

13 p u t t i n g water i n t o l o s t - c i r c u l a t i o n zone i s not going t o 

14 cause a d d i t i o n a l problems f o r other d r i l l i n g . 

15 Q. And I believe you t e s t i f i e d t h a t approximately 

16 5,000 b a r r e l s per month w i l l be i n j e c t e d i n t o the 

17 e x i s t i n g well? 

18 A. No, no. Perday. 

19 Q. Per day. 

20 I f I t o l d you t h a t the OCD Web s i t e 

21 r e f l e c t s approximately 14,000 b a r r e l s per day as of 

22 January, would that- s u r p r i s e you? 

23 A. No, i t wouldn't, because i t ' s on a vacuum. 

24 I t ' s going i n t o l o s t c i r c u l a t i o n . I t wouldn't s u r p r i s e 

25 me a b i t . 
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1 Q. So the amount i n j e c t e d v a r i e s over time? 

2 A. Yes. 

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

4 CROSS-EXAMINATION 

5 BY EXAMINER GOETZE: 

6 Q. You brought up the Paducah #1. Are you aware 

7 of any requests f o r a change i n pressure f o r t h a t well? 

8 A. There have been no -- no requests. I t ' s not 

9 necessary. I t ' s b a s i c a l l y on a vacuum. 

10 Q. I have no more questions. 

11 EXAMINER GOETZE: Mr. Ezeanyim? 

12 CONTINUED CROSS-EXAMINATION 

13 BY EXAMINER EZEANYIM: 

14 Q. Dr. Havenor, l e t ' s go to page 6, t h i s one 

15 ( i n d i c a t i n g ) . Where i s t h i s SWD #2 well? Where i s i t 

16 i n t h i s c i r c l e ? 

17 A. That -- i f you r e f e r t o the previous page, 

18 you'11 see the l o c a t i o n of the inner c i r c l e . I t ' s j u s t 

19 the enlarged area of review. 

20 Q. Oh. You d i d n ' t locate i t i n t h i s -- oh, I see, 

21 two mile, one mil e . Where i t i s located i n page 6? I 

22 want t o see i t on page 6. -Can you locate i t ? What 

23 section? 

24 A. Yes. I t ' s - - i t ' s the m a j o r i t y i s l oca t ed 

25 i n Sect ion 23, and the proposed l o c a t i o n i s i n Sect ion 
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1 23 of 25 South, 32 East, Lea County. 

2 Q. I need t o have t h a t subject i n j e c t i o n w e l l 

3 located on t h i s map. Can you locate i t f o r us on t h i s 

4 map? I can't see i t . I need t o know where i t i s . 

5 EXAMINER EZEANYIM: Do you know where i t 

6 is? 

7 EXAMINER GOETZE: The i n j e c t i o n w e l l 

8 ( i n d i c a t i n g ) ? 

9 EXAMINER EZEANYIM: Yeah, the i n j e c t i o n 

10 w e l l . 

11 MR. BRUCE: I t ' s the open c i r c l e i n the 

12 middle of the h a l f mile. 

13 EXAMINER EZEANYIM: Oh, the open c i r c l e . 

14 MR. BRUCE: Where i t says "Yates D r i l l i n g , " 

15 i t ' s r i g h t above the " D r i l l i n g . " 

16 EXAMINER EZEANYIM: You are asking -- you 

17 are asking f o r that w e l l , and you h i d i t there. I mean, 

18 th a t ' s why you are here, i s to get i t . I need to -- you 

19 are asking f o r th a t w e l l t o be approved, and you don't 

20 want me t o know where i t i s . 

21 MR. BRUCE: • The footages are given on 

22 page -- on page 3, Mr. Examiner. 

23 EXAMINER EZEANYIM: Oh, yeah. Of course, I 

24 can f i n d i t , but I wanted t o loc a t e i t before I continue 

25 my questions. 
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1 Q. (BY EXAMINER EZEANYIM) Okay. Let's t a l k about, 

2 f i r s t of a l l , the source of water, where the water i s 

3 going t o come from. I thought you mentioned t h a t the 

4 water i s going t o come from the basal Brushy Canyon and 

5 the Bone Spring. 

6 A. I t ' s b a s i c a l l y Bone Spring water. 

7 Q. Bone Spring water. 

8 A. There i s a l i t t l e -- there i s some production 

9 coming from the vary basal member of the Brushy Canyon. 

10 Q. Okay. The Bone Spring and Brushy Canyon. Do 

11 we have a water analysis we can look at? 

12 A. No, I have none. There were none a v a i l a b l e . 

13 Q. And then you were asked i f there were any 

14 c o m p a t i b i l i t y issues. You said no. How do you know 

15 that? 

16 A. Well, the -- the -- the sample t h a t we used was 

17 from the Paducah f i e l d i n the Cotton Draw w e l l t h a t i s 

18 an o i l w e l l . 

19 Q. Oh, the o f f s e t i n j e c t i o n well? The o f f s e t 

20 i n j e c t i o n w e l l i s also — 

21 A. I n a nearby. 

22 Q. Yeah. And t h a t ' s a lso g i v i n g you water f rom 

23 the Bone Spring? 
24 A. No. Tha t ' s Delaware water . 

25 Q. So why do you t h i n k t h e r e - i s no c o m p a r a b i l i t y 
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1 issue between the B e l l Canyon and the Bone Spring water? 

2 A. Based upon experience i n the greater area, 

3 the -- the Bone Spring waters t h a t are disposed of have 

4 not caused any problems when disposed i n t o the Delaware. 

5 Q. Well, I know -- okay. That's good. I know you 

6 have a l o t of experience i n t h a t area. But as you know, 

7 t o complete your Form C-108, we need t o look at those 

8 waters, you know. You t o l d me based on your experience, 

9 t h a t -- but to approve t h a t water, then we need t o look 

10 at i t and say, you know, I agree w i t h you or not agree 

11 w i t h you. 

12 A. The sources of the produced water shown here 

13 come from Socorro, you know, the analyses of the waters, 

14 and none are a v a i l a b l e from the Bone Spring i n t h i s 

15 area. They're not being turned i n f o r analysis t o 

16 Socorro. 

17 Q. You stated t h a t there i s a l o t of l o s t 

18 c i r c u l a t i o n i n the Cherry Canyon? 

19 A. Yes. 

20 Q. Why i s that? I f y o u ' l l t e l l me why i s t h a t . I 

•21 know t h a t from the agreement t h a t -- on t h a t balance --

22 g e o l o g i c a l l y , why does i t create a l o t of problems f o r 

23 those l o s t - c i r c u l a t i o n issues? 

24 A. Well, the nature of the Delaware sands i s --

25 i t ' s p r e t t y complex, but i n the -- i n the broad p i c t u r e , 
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1 the movement of water i n the Delaware has been, 

2 h i s t o r i c a l l y , t o the east-southeast. And the nature of 

3 the sands i n t h i s p a r t i c u l a r area i s such t h a t i t has a 

4 capacity t o take a l o t of water. I t doesn't have a l o t 

5 of n a t u r a l water i n i t . That's the only t h i n g t h a t I 

6 can suggest. I t ' s not cavernous, because there are no 

7 caves as such. I t ' s j u s t high p o r o s i t y and 

8 p e r m e a b i l i t y . 

9 Q. Yeah. That's why we dedicated Cherry Canyon as 

10 SWD. I t doesn't mean t h a t i t can't produce anything, 

11 but i n some areas, we c a l l i t SWD Cherry Canyon. 

12 A. That's t r u e . 

13 Q. When I look at t h i s production coming from -- I 

14 thought i t was Cherry Canyon. And according t o your 

15 Form C-108, you know, some o i l production where you were 

16 asked about any production o v e r l y i n g or underlying, you 

17 know, there i s some -- we can t a l k about t h a t . 

18 But l e t me -- i f you go back t o the Form 

19 C-108, and then when you are asked i f there are any 

20 other production o v e r l y i n g or underlying -- I wish I 

21 could get i t , show you the page. Okay. Page 4. Before 

22 we c a l l the next witness -- on number 5. I mean, t h a t ' s 

23 where i t comes from, the Ramsey, .and i t ' s a t e n - f o o t 

24 i n t e r v a l , which i s very close t o , you know, where you 

25 set your packer, because the i n j e c t i o n i n t e r v a l i s 70, 
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1 r i g h t ? And you said t h a t ' s a production t e n - f o o t 

2 i n t e r v a l coming from the Ramsey, and the Ramsey i s the 

3 basal B e l l Canyon. So do you t h i n k i t ' s not going t o 

4 a f f e c t production when you s t a r t i n j e c t i n g i n t o t h a t 

5 well? 

6 A. No. That's -- we had -- we planned t o set 

7 casing down through t h a t p o t e n t i a l l y productive top zone 

8 of the Delaware, the Ramsey. 

9 Q. Let's see. Your production casing i s set at --

10 where i s your production casing set at? 

11 A. I t ' s proposed t o be set at 4,870. 

12 Q. And production i s happening at 48 -- 4,840, and 

13 the packer i s set at 4,820, r i g h t ? 

14 A. Yes. 

15 Q. I'm not worried about the underlying 

16 production, because t h a t ' s -- I t h i n k i t ' s i n the Bone 

17 Spring, maybe, or Ramsey. That's the Ramsey, r i g h t ? 

18 A. There's -- there's over 1,000 fe e t from the 

19 base of the zone of our proposed disposal t o the base of 

20 the Brushy Canyon where t h a t production i s . So there i s 

21 • 1,000 fe e t — at le a s t 1,000 fe e t of Delaware above the 

22 lowest zone we intend t o dispose i n t o . 

23 Q. Okay. See why I'm asking? I know you 

24 understand why I'm asking you. We don't want t o f l u s h 

25 out t h a t pro'duction i n the zone t h a t you i d e n t i f i e d t h a t 
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1 i s very close t o the packer s e t t i n g depth. You see why 

2 I'm asking t h a t question? 

3 A. Yes. 

4 Q. I mean, i t ' s a concern t o me. But I need t o go 

5 back and look at t h i s and make sure you are at l e a s t 

6 producing one b a r r e l a day. I t ' s something. 

7 A. Correct. 

8 Q. You know we know t h a t i n j e c t i n g water t o a i d 

9 production somewhere else i s okay. 

10 Now, t h i s Bone Spring water and the Brushy 

11 Canyon water i s water from -- whose water i s t h i s ? This 

12 i s a commercial s a l t w a t e r d i s p o s a l , r i g h t ? 

13 A. Yes. 

14 Q. Sowhoare your c l i e n t s ? 

15 A. I can't answer t h a t question. I don't know who 

16 the s p e c i f i c c l i e n t s are. 

17 Q. A l l you want i s to get an SWD. You don't 

18 r e a l l y care where they come from? 

19 A. Well, i t comes from the, generally, l o c a l area, 

20 and t h a t production, i s p r i m a r i l y Bone Spring, w i t h 

21 p o s s i b l y a l i t t l e b i t i n the basal Brushy Canyon. 

22 • Q. That might be a good answer. 

23 What i s the depth of the f r e s h water i n the 

24 area? 

25 A. No more than about -125 f e e t , i f i t can be 
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1 found. 

'2 Q. You t a l k e d about stock water. Where i s the 

3 stock water? 

4 A. Stock water, yes. 

5 Q. Yeah. What i s the depth of t h a t stock water? 

6 A. Well, t h a t would be i t . 

7 Q. 125 feet? 

8 A. That's the only water t h a t i s a v a i l a b l e , w i t h 

9 spotty zones at the base of the Quaternary sands. 

10 Q. I t h i n k you know t h i s case i s contested, and I 

11 w i l l allow the Examiner t o excuse you f o r now. But I 

12 may have a reason t o r e c a l l you. You might be r e c a l l e d , 

13 because I don't know what else i s going t o be said by 

14 the opposing p a r t y . 

15 I have no more questions at t h i s time. 

16 EXAMINER GOETZE: Very good. We are done 

17 w i t h t h i s witness. 

18 MR. BRUCE: I j u s t have a couple of 

19 follow-up questions. 

20 EXAMINER GOETZE: Very good. 

21 REDIRECT EXAMINATION 

22 BY MR. BRUCE: 

23 Q. Mr. Larson asked you about the l e g a l access. 

24 Again, the BLM owns the surface, correct? 

25 A. Yes. 
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1 Q. And t o your knowledge, does the -- i f you get 

2 approval from the D i v i s i o n f o r the sa l t w a t e r disposal 

3 w e l l , w i l l Mesquite then apply t o the BLM f o r a 

4 right-o f - w a y t o gain access t o the surface and f i l e an 

5 APD f o r the well? 

6 A. Oh, yes. And the normal procedure has been 

7 t h a t we determine whether the C-108 can be approved, and 

8 i f i t i s , then we go through the a p p l i c a t i o n w i t h the 

9 BLM. The BLM has been supplied w i t h a copy of the C-108 

10 a p p l i c a t i o n , and they have not expressed any problem 

11 w i t h i t . 

12 Q. And i s t h a t b a s i c a l l y the procedure t h a t was 

13 followed f o r the Paducah #1 SWD w e l l over i n Section 22? 

And the #2 t o the south. 

To the south. And they're both on f e d e r a l 

14 A 

15 Q 

16 lands 

17 A 

18 Q 

Yes . 

And you obtained D i v i s i o n approval f o r the 

19 s a l t w a t e r disposal w e l l , and then went to the BLM t o get 

20 the APD, et cetera approved? 

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

22 - MR. BRUCE: That's a l l I have. 

23 EXAMINER GOETZE: Well, f o r the record, the 

24 Mesquite Saltwater Disposal Paducah #1 has an 

25 A d m i n i s t r a t i v e Order of SWD 1264-A. 
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1 And at t h i s p o i n t , we're going t o take a 

2 break, ten-minute break. And, Mr. Larson, you can p i c k 

3 up from there. A l l r i g h t ? 

4 (Break taken, 9:50 a.m. to 10:07 a.m.) 

5 EXAMINER GOETZE: We're back on the record 

6 and co n t i n u i n g w i t h Case 14979, a p p l i c a t i o n of Mesquite 

7 SWD f o r approval of water disposal w e l l , Lea County, 

8 New Mexico. 

9 Mr. Larson? 

10 MR. LARSON: Thank you, Mr. Examiner. My 

11 f i r s t witness i s Mr. Morrison. 

12 ROBERT MORRISON, 

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

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

15 DIRECT EXAMINATION 

16 BY MR. LARSON: 

17 Q. Would you stat e your name f o r the record? 

18 A. Robert Morrison. 

19 Q. And where do you reside? 

20 A. A r t e s i a , New Mexico. 

21 • Q. By whom are you employed and i n what capacity? 

22 A. I'm employed by Yates Petroleum Corporation as 

23 a landman. 

24 Q. I s t h i s your f i r s t t ime appearing i n an 

25 Examiner Hearing? 
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1 A. This i s my very f i r s t time. 

2 Q. And who are you appearing on behalf of today? 

3 A. I appear on behalf of Yates Petroleum 

4 Corporation, Abo Petroleum Corporation and MYCO 

5 I n d u s t r i e s , Inc. 

6 Q. And can you please summarize f o r the Examiner 

7 your educational background and p r o f e s s i o n a l experience 

8 i n the o i l and gas industry? 

9 A. C e r t a i n l y . I graduated from Texas Tech 

10 U n i v e r s i t y i n May 2010 w i t h a degree i n energy commerce. 

11 I s t a r t e d working f o r Yates i n June of 2010, and I've 

12 been there ever since. 

13 Q. And do you have personal knowledge of Yates', 

14 Abo's and MYCO's working i n t e r e s t i n the surface 

15 l o c a t i o n of the proposed SWD well? 

16 A. I do. 

17 Q. A n d t h e surrounding area? 

18 A . I d o . 

19 MR. LARSON: Mr. Examiner, I move f o r 

20 Mr. Morrison's q u a l i f i c a t i o n as an expert i n land 

21 matters. 

22 EXAMINER GOETZE: So q u a l i f i e d . 

23 Q. (BY MR. LARSON) I d i r e c t your a t t e n t i o n t o 

24 what's been marked as Yates E x h i b i t Number 1. 

25 MR. BRUCE: Gary, could we get some 

PAUL BACA PROFESSIONAL COURT REPORTERS 
bf1b66fe-37cc-4c7d-97d2-8d72f3la3a56 



Page 38 
1 e x h i b i t s 

2 MR. LARSON: I'm sorry? 

3 MR. BRUCE: Could we get some e x h i b i t s ? 

4 MR. LARSON: Oh, I'm sorry. I put them out 

5 there, and I --

6 Do you have them? 

7 EXAMINER GOETZE: No, I don't have them 

8 e i t h e r . 

9 MR. LARSON: I had them n i c e l y stacked up, 

10 and --

11 EXAMINER GOETZE: We caught counselor o f f 

12 guard. 

13 Q. (BY MR. LARSON) Mr. Morrison, could you 

14 i d e n t i f y what's been marked as E x h i b i t Number 1? 

15 A. Yes, s i r . E x h i b i t 1 shows the r e l a t i o n between 

16 the propsed surface l o c a t i o n of Mesquite SWD's proposed 

17 Paducah Federal SWD #3 i n r e l a t i o n t o Abo and MYCO's 

18 fe d e r a l lease NM-110836 and the surrounding a c t i v i t y . 

19 Q. And d i d you prepare t h i s e x h i b i t ? 

20 . A. I d i d . . . . . 

21 Q. And does the shaded area i n Section 23 show the 

22 proposed surface l o c a t i o n of the-SWD well? 

23 A. Yes, s i r . 

24 Q. And what does the purple l i n e around the outer 

25 edge i n d i c a t e ? 
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1 A. The purple l i n e i n d i c a t e s the Farber Working 

2 I n t e r e s t Unit, the OA t h a t governs these lands. 

3 EXAMINER EZEANYIM: Farber land -- f o r g i v e 

4 me. I don't know c o l o r s . Which i s the --

5 THE WITNESS: The heavy l i n e . 

6 EXAMINER EZEANYIM: Okay. Around the w e l l . 

7 THE WITNESS: Around the w e l l , as w e l l as 

8 the surrounding sections. 

9 EXAMINER EZEANYIM: And who d i d you say 

10 those lands belong to? 

11 THE WITNESS: I t belongs t o the Farber 

12 Working I n t e r e s t Unit. The o u t l i n e show the con t r a c t 

13 area of the operating agreement t h a t governs these 

14 lands. 

15 EXAMINER EZEANYIM: And the engagement w e l l 

16 i s i n the shaded area. 

17 THE WITNESS: Correct, the red c i r c l e , open 

18 c i r c l e , i n the shaded area. 

19 EXAMINER EZEANYIM: Please t r y t o p o i n t out 

20 what you guys want, you know, so we can understand i t . 

21 Now I t h i n k i t ' s c l e a r . Go ahead. 

22 Q. (BY MR. LARSON) And as you s i t here today, 

23 would you change anything on t h i s map? 

24 A. Yes, s i r . Please be advised t h a t we would 

25 amend the heavy o u t l i n e t o include Section 13, as i t i s 
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1 p a r t of the contract area of the Farber Working I n t e r e s t 

2 Unit. 

3 Q. And what i s the nature of Abo's, MYCO's and 

4 Yates' i n t e r e s t i n the Farber WIU? 

5 A. Abo and MYCO are record t i t l e owners, 

6 o n e - t h i r d , o n e - t h i r d , as w e l l as owning a c o n t r a c t u a l 

7 working i n t e r e s t i n the Farber Working I n t e r e s t Unit. 

8 Yates Petroleum Corporation owns a c o n t r a c t u a l working 

9 i n t e r e s t u n i t -- excuse me -- a co n t r a c t u a l working 

10 i n t e r e s t i n the working i n t e r e s t u n i t and has been 

11 designated operator. 

12 Q. And does t h a t j o i n t operating agreement include 

13 the northwest quarter of Section 23? 

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

15 Q. And i s Yates c u r r e n t l y operating any we l l s 

16 w i t h i n the Farber Working I n t e r e s t Unit o u t l i n e d on 

17 E x h i b i t 1? 

18 A. Yes, s i r . 

19 Mr. Examiners, i f you w i l l see, i n Sections 

20 1 and 2 at the top of the working i n t e r e s t u n i t , Yates 

21 Petroleum operates'the Farber BOB i n Section 1 and the 

22 Undaunted i n Section 2. 

23 Q. And are there any proposed w e l l s w i t h i n the 

24 Farber WIU? 

25 A. Yes, s i r . As i n d i c a t e d by the a c t i v e permits 
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1 t h a t have been app l i e d f o r by the red l i n e s i n d i c a t e d i n 

2 Sections 23, 26, 24, 25, 18, 19 and 30, as w e l l as to 

3 the north, i n Sections 1 and 12. 

4 Q. And what i s the t a r g e t zone f o r those proposed 

5 wells? 

6 A. The Bone Spring. 

7 Q. And moving back t o t h i s shaded area i n E x h i b i t 

8 1, does Yates have plans t o d r i l l w e l l s i n the northwest 

9 quarter? 

10 A. They do. 

11 Q. And Dr. Havenor t e s t i f i e d about an e x i s t i n g 

12 Mesquite w e l l i n Section 22. Did Yates object t o the 

13 a p p l i c a t i o n f o r t h a t well? 

14 A. No, s i r , they d i d not. 

15 Q. And do you r e c a l l when t h a t a p p l i c a t i o n was 

16 made? 

17 A. November of 2010. 

18 Q. And have Yates' d r i l l i n g plans changed since 

19 t h a t a p p l i c a t i o n f o r the e x i s t i n g w e l l was tendered? 

2 0 A. Yes, s i r . Yates Petroleum's d r i l l i n g plans 

21 have changed over the past two-and-a-half years. 

22 Q. And i f you knew what you d i d now, do you t h i n k 

23 Yates would have objected back i n 2010? 

24 A. Yes, I do. 

25 MR. LARSON: Mr. Examiner, I'd move the 
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1 admission of E x h i b i t Number 1 -- Yates E x h i b i t Number 1. 

2 EXAMINER GOETZE: E x h i b i t Number 1, as 

3 amended, i s accepted. 

4 (Yates E x h i b i t Number 1 was o f f e r e d and 

5 admitted i n t o evidence.) 

6 MR. BRUCE: I s th a t a l l the questions? 

7 MR. LARSON: That's a l l the question I 

8 have. 

9 CROSS-EXAMINATION 

10 BY MR. BRUCE: 

11 Q. Just b r i e f l y , . Mr. Morrison, I j u s t wanted t o 

12 c l a r i f y . The proposed wells t h a t -- the red l i n e s over 

13 i n the i n s i d e and outside of the working i n t e r e s t u n i t 

14 are a l l proposed Bone Spring wells? 

15 A. Yes, s i r . 

16 Q. And the two wel l s t h a t have been d r i l l e d up i n 

17 Sections 1 and 2 are also Bone Spring wells? 

18 A. Correct. 

19 Q. Do you know which sand or carbonate those are 

20 in? 

21 A. I do no t . I ' d have to de fe r to our g e o l o g i s t . 

22 MR. BRUCE: Tha t ' s a l l the quest ions I 

2 3 have, Mr. Examiner. 

24 EXAMINER GOETZE: Thank you. 

25 I have no quest ions f o r t h i s wi tness . 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Mr. Ezeanyim? 

CROSS-EXAMINATION 

BY EXAMINER EZEANYIM: 

Q. What i s your name? 

A. Robert Morrison. 

Q. Morrison. Okay. 

Let's go to E x h i b i t 1. And t o understand, 

t h i s Farber Working I n t e r e s t Unit contains how many 

acres; do you know? 

A. Exactly — 

Q. I t can be a -- I'm t r y i n g t o c a l c u l a t e i t , but 

i f you know, you could t e l l me. 

A. Off the top of my head, no, s i r , I do not. 

Q. But anyway, i t includes -- I want to know what 

township or range. I t includes i f you s t a r t from 

your top, right-hand corner, i t includes Sections 6, 1, 

2, p a r t of 1, 2. And then you go gown to 11, 12, 7, 

and then t h a t ' s a quarter s e c t i o n . And then you have 

the number three? Number three i s included, r i g h t ? 

A. . Correct. 

Q. I t ' s not a continuance. Okay. 

Okay. Now, who i s -- who d r i l l e d a l l those 

w e l l s i n red? I s t h a t red? 

A. The red l i n e s are permits t h a t have been 

appli e d f o r . 
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1 Q. Oh. They're not d r i l l e d yet? 

2 A. Not d r i l l e d and not approved yet, but they have 

3 been applied f o r . 

4 Q. To BLM? 

5 A. Yes, s i r . 

6 Q. Okay. And then these w e l l s are belonging t o , 

7 you know, the working i n t e r e s t of those, Yates, Abo 

8 and --

9 A. And MYCO. 

10 Q. Okay. What about d r i l l i n g the wells i n 

11 Sections 1 and 2? Are those wells? 

12 A. Yes, s i r . 

13 Q- Who owns those? 

14 A. Yates Petroleum i s the operator. 

15 Q. They have been d r i l l e d , r i g h t ? 

16 A. Yes, s i r . 

17 Q- So they are producing? 

18 A. Correct. 

19 Q- From what pool? 

20 A. I t ' s from the Bone Spring Formation. 

21 Q. Okay. Bone Spring Formation. 

22 And then a l l these w e l l s t h a t you have 

23 ap p l i e d f o r an APD, they also go to the Bone Spring? 

24 A. Yes, s i r . 

25 Q. And I j u s t want to understand what you meant ' 
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1 t h e r e . Okay. And, again, i n your a p p l i c a t i o n here 

2 today, i f I understand you, you don't want Saltwater 

3 Disposal #1 w e l l t o be d r i l l e d i n t h a t -- i s t h a t 

4 Section 23? 

5 A. 23. 

6 Q. Northwest quarter of Section 23? 

7 A. Correct. 

8 Q. I'm not going t o ask you why, because maybe 

9 your g e o l o g i s t w i l l t e l l me why. 

10 A. Yes, s i r . 

11 Q. We are j u s t asking about land. 

12 A. Correct. We own the land i n the -- or the 

13 lease i n the northwest 23, and we object t o them 

14 l o c a t i n g t h e i r w e l l there. 

15 Q. Okay. That's i t . Thank you very much. I have 

16 no more questions. 

17 EXAMINER GOETZE: Next witness? 

18 STERLING H. FLY I I I , 

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

20 questioned a n d . t e s t i f i e d as f o l l o w s : 

21 DIRECT EXAMINATION 

22 BY MR. LARSON: 

23 Q. Good morning, Mr. F l y . Can you please s t a t e 

24 your f u l l name f o r the record? 

25 A. S t e r l i n g Harper Fly I I I . 

PAUL BACA PROFESSIONAL COURT REPORTERS 
bf1b66fe-37cc-4c7d-97d2-8d72f31a3a56 



Page 46 

1 Q. And where do you reside? 

2 A. Roswell, New Mexico. 

3 Q. And by whom are you employed and i n what 

4 capacity? 

5 A. I'm a senior g e o l o g i s t w i t h Yates Petroleum. 

6 Q. And are you also t e s t i f y i n g today on behalf of 

7 Abo, MYCO and Yates? 

8 A. Yes. 

9 Q. And can you please b r i e f l y summarize your 

10 educational background and p r o f e s s i o n a l experience i n 

11 the o i l and gas industry? 

12 A. Education: I have three degrees, a l l from the 

13 U n i v e r s i t y of Texas at Austin, a bachelor's i n biology, 

14 a bachelor 1s i n geology and a master's i n geology. 

15 My o i l and gas experience i s wi t h C i t y 

16 Service Company, Yates Petroleum f o r eight years, and 

17 Eland Energy i n Dallas. 

18 Q. And your current s t i n t at Yates, how long have 

19 you been there? 

2 0 A. Two years r i g h t now, a t o t a l of eight years. 

21 Q. And have you p r e v i o u s l y t e s t i f i e d i n an 

22 Examiner Hearing? 

23 A. Yes. 

24 Q. And were your q u a l i f i c a t i o n s accepted as an 

25 expert i n petroleum geology? 
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1 A. Yes. 

2 MR. LARSON: Mr. Examiner, I move f o r 

3 Mr. Fly's q u a l i f i c a t i o n as an expert g e o l o g i s t f o r 

4 purposes of t h i s hearing. 

5 EXAMINER GOETZE: So q u a l i f i e d . 

6 EXAMINER EZEANYIM: With one exception. 

7 MR. BRUCE: (Laughter.) 

8 EXAMINER EZEANYIM: He went t o the 

9 U n i v e r s i t y of Texas. 

10 EXAMINER GOETZE: That's your problem 

11 ( l a u g h t e r ) . 

12 EXAMINER EZEANYIM: See, I'm f o r — 

13 MR. LARSON: Objection ( l a u g h t e r ) . 

14 EXAMINER GOETZE: There you go ( l a u g h t e r ) . 

15 EXAMINER EZEANYIM: Okay. I'm sorry. Go 

16 ahead ( l a u g h t e r ) . 

17 Q. {BY MR. LARSON) Mr. Fly, could you please 

18 i d e n t i f y what's been marked as Yates Exhibit: Number 2? 

19 A. E x h i b i t Number 2 i s a s t r u c t u r e map. The 

20 contour datum i s the top of the Ramsey Sandstone, member 

21 of the B e l l Canyon Formation. 

22 Q. Did you prepa r e • t h i s document? 

23 A. Yes, I did. 

24 Q. And does your s t r u c t u r e map i d e n t i f y any Yates 

25 developmental wells? 

PAUL BACA PROFESSIONAL COURT REPORTERS 
bf1b66fe-37cc-4c7d-97d2-8d72f31a3a56 



Page 48 

1 A. Yes. There are four h o r i z o n t a l l o c a t i o n s 

2 i n d i c a t e d , shown i n red, w i t h the w e l l names. I t also 

3 shows the l o c a t i o n of the proposed Mesquite Paducah Fed 

4 SWD #3. 

5 Q. And what's the s p a t i a l r e l a t i o n s h i p between the 

6 proposed Federal SWD #3 and the Fearless BSF Fed 1H? 

7 A. I have i t at approximately a h a l f mi l e , perhaps 

8 j u s t outside a h a l f - m i l e radius. 

9 Q. And f o r Mr. Ezeanyim 1s e d i f i c a t i o n , the 

10 f e a r l e s s BSF Federal would be i n Section 23? 

11 A. The surface l o c a t i o n , yes. 

12 Q. Surface l o c a t i o n . Thank you. 

13 The Resolute BTO and YPC Va l i a n t would be 

14 i n Section 24? 

15 A. Surface l o c a t i o n s , again. 

16 Q. And the Fearless BSF Fed #1 — 

17 A. That's a c t u a l l y if 2 H. That's a d r a f t i n g e r r o r . 

18 Q. Okay. As I d i d w i t h Mr. Morrison, could we 

19 have the record r e f l e c t t h a t the proposed w e l l i n 

20 Section 26 should be the Fed #2H, correct? 

21 A. Yes. 

22 Q. And th a t ' s i n Section 26? 

23 A. Yes, s i r . 

24 Q. And i f these developmental w e l l s are 

25 s u c c e s s f u l , does Yates p lan to develop any i n the Farber 
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1 WIU? 

2 A. Yes. We envision f u l l development of a l l 

3 Yates' i n t e r e s t leases, which would be a minimum of four 

4 wells four h o r i z o n t a l wells per section, up t o 

5 perhaps s i x w e l l s per section. And t h a t would assume a 

6 s i n g l e zone. There may -- we have i d e n t i f i e d m u l t i p l e 

7 zones as p o t e n t i a l h o r i z o n t a l t a r g e t s , but the minimum 

8 case would be a s i n g l e t a r g e t . 

9 Q. And t h a t would be throughout each s e c t i o n i n 

10 the Farber? 

11 A. Yes. 

12 Q. Could you next i d e n t i f y ' what's been marked as 

13 Yates E x h i b i t Number 3? And t h i s i s a f o l d o u t , a r a t h e r 

14 large f o l d o u t . 

15 A. E x h i b i t Number 3 i s a cross section of 

16 s t r u c t u r a l datum. The l i n e of sect i o n the reference 

17 l i n e of section i s i n d i c a t e d on E x h i b i t Number 2. The 

18 blue l i n e , A to A prime, on a cross sec t i o n i s A. The 

19 l e f t side of the cross section i s north, and the r i g h t 

20 side i s south.. 

21 Q. And d i d you. also prepare t h i s document? 

22 ' A. Yes. 

23 Q. And what does t h i s document i n t e n d t o depict? 

24 A. What t h i s shows i s a productive i n t e r v a l on the 

25 two wells i n the•Paducah east f i e l d located -- r e f e r r i n g 
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1 t o E x h i b i t Number 2. That's i n Section 14, 

2 southeast-southeast corner [ s i c ] , and Section 23, 

3 northeast-northeast corner [ s i c ] . On the cross s e c t i o n , 

4 E x h i b i t 3, t h a t i s the second w e l l from the l e f t and the 

5 t h i r d w e l l from the l e f t . On the cross s e c t i o n --

6 EXAMINER EZEANYIM: There i s no w e l l on 

7 Section 14? I s there any w e l l there? 

8 THE WITNESS: I n Location P, i n Section 14? 

9 EXAMINER EZEANYIM: Section 14. Do you 

10 have any w e l l on Section 14. 

11 THE WITNESS: Not a new w e l l . I'm sorry. 

12 I don't understand the question. 

13 EXAMINER EZEANYIM: Well, I'm look i n g f o r a 

14 w e l l . I know there are some gas wells over there, but 

15 c u r r e n t l y do you have a new w e l l t o be d r i l l e d i n 

16 Section 14. 

17 THE WITNESS: No. 

18 EXAMINER EZEANYIM: But you have — i n 

19 Sections 23 and 24 and 25, r i g h t , 26. 

20 THE WITNESS: Yes. 

21 EXAMINER EZEANYIM: I - wanted t o make sure 

22 where those wells are. You mentioned Section 14. 

23 That's why I'm asking. 

24 THE WITNESS: ( I n d i c a t i n g . ) 

25 EXAMINER EZEANYIM: You mentioned Section 
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1 14 . 

2 THE WITNESS: Okay. I w i l l mention t h a t we 

3 do have r e f e r r i n g back t o Mr. Morrison's E x h i b i t 1, 

4 we d i d have the northwest quarter of Section 14, j u s t 

5 f o r reference. 

6 EXAMINER EZEANYIM: Okay. You are t a l k i n g 

7 about -- go ahead on t h i s map. 

8 THE WITNESS: Yes, s i r . 

9 EXAMINER EZEANYIM: We may or may not t e l l 

10 where the t a r g e t i s on t h i s map. 

11 MR. LARSON: C e r t a i n l y . C e r t a i n l y . 

12 A. Okay. The producing i n t e r v a l on the second and 

13 t h i r d w e l l s from the l e f t on the cross sec t i o n i s shown 

14 as a l i t t l e red box to the r i g h t side of the log images. 

15 So t h a t i s -- you know, I've i n d i c a t e d at the top of the 

16 Olds -- or near the top of the Olds Sand, which i s the 

17 green c o r r e l a t i o n l i n e . I p o i n t out, you know, the 

18 c o r r e l a t i o n s the s i g n i f i c a n t c o r r e l a t i o n s are the 

19 B e l l Canyon, which i s , you know, a black l i n e , and the 

20 Ramsey Sand, a blue l i n e , and the Olds Sand i s a green 

21 l i n e . • A l l of these, of course, are B e l l Canyon members. 

22 The other t h i n g I wanted t o p o i n t out on 

23 the' cross sec t i o n i s , I added these w e l l s on e i t h e r end 

24 because they have modern mud logs on there. And so i f 

25 you look at the mud l o g , which i s the f a r r i g h t image on 
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1 the f i r s t , t h i r d and f i f t h w e lls of the cross se c t i o n , 

2 you see t h a t there were hydrocarbon shows i n t h i s 

3 i n t e r v a l at the top of the Olds on a l l three w e l l s . 

4 Q. {BY MR. LARSON) I s i t your b e l i e f t h a t there 

5 are s i g n i f i c a n t hydrocarbons i n the proposed i n j e c t i o n 

6 i n t e r v a l ? 

7 A. I t h i n k there i s a good p o s s i b i l i t y , as 

8 i d e n t i f i e d on the Applicant's e x h i b i t , the w e l l diagram. 

9 EXAMINER EZEANYIM: However, your primary 

10 i s Bone Spring, r i g h t ? 

11 THE WITNESS: Yes. 

12 EXAMINER EZEANYIM: But you t h i n k t h a t 

13 production i s coming from the B e l l Canyon and Ramsey, 

14 because t h a t ' s your i n d i c a t i o n there? You said t h a t 

15 there i s production from B e l l Canyon and Ramsey, r i g h t , 

16 on t h i s --

17 THE WITNESS: Olds, a c t u a l l y ; Olds, as 

18 opposed to Ramsey. 

19 EXAMINER EZEANYIM: Oh, Olds. Okay. Okay. 

20 I see. Go ahead. 

21 Q. .- (BY MR. LARSON) Mr.. Fly, i n your opinion, w i l l 

22 Mesquite's proposed i n j e c t i o n of produced water i n t o the 

23 B e l l Canyon and Cherry Canyon Formations n e g a t i v e l y 

24 impact Yates' d r i l l i n g program f o r the northwest quarter 

25 of Section 3 and the r e s t of the Farber WIU? 
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1 A. Section 23 at the 

2 Q. I'm sorry. Section 23. 

3 A. Yes. I n my opinion, t h a t i s -- i t would be a 

4 negative impact on our d r i l l i n g program f o r the deeper 

5 obj e c t i v e s . 

6 Q. And i n your opinion, would the g r a n t i n g of the 

7 a p p l i c a t i o n r e s u l t i n an impairment of Yates', Abo's and 

8 MYCO's c o r r e l a t i v e r i g h t s ? 

9 A. Yes. 

10 EXAMINER EZEANYIM: There are two 

11 questions. I need t o get a c o r r e c t answer on these two 

12 questions. Can you answer those two questions? I t e l l 

13 you, those two questions are why we are here. I w i l l 

14 ask the f i r s t question and then the second question, and 

15 l e t ' s see what the answer i s . 

16 The f i r s t one i s : W i l l the d r i l l i n g of 

17 th a t s a l t w a t e r disposal w e l l hamper your operation? And 

18 you said yes, but you d i d n ' t s p e c i f y . So when I ask the 

19 second question, I want you to repeat those answers t o 

20 begin t o demonstrate why t h i s s a l t w a t e r disposal w e l l 

21- would be an impairment of the c o r r e l a t i v e r i g h t s or 

22 induce waste, because t h a t ' s why we are here. So you • 

23 have h i n t e d at i t now, and I want t o get an answer. 

24 MR. LARSON: I ' l l f o l l o w up, Mr. Ezeanyim, 

25 and say,- some of t h i s w i l l be covered by Ms. Hotter, who 
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1 i s our petroleum engineer, but I ' l l c e r t a i n l y f o l l o w up 

2 w i t h Mr. Fly to the extent --

3 EXAMINER EZEANYIM: Whoever you want t o 

4 t e l l us, you know, because t h a t i s why we have the 

5 hearing. The hearing i s t o argue: Which one do we go? 

6 And then, you know, I want t o get the answers and then 

7 get the f a c t s so t h a t we can begin t o make some 

8 recommendations here. I f I don't get the f a c t s , I can't 

9 make recommendations. So when you ask the question, 

10 you're h i n t i n g at something, and I want an answer. 

11 MR. LARSON: Understood. 

12 EXAMINER EZEANYIM: Very good. 

13 Q. (BY MR. LARSON) Mr. Fly, what i s the basis f o r 

14 your opinion t h a t the proposed i n j e c t i o n producing water 

15 would n e g a t i v e l y impact Yates' d r i l l i n g program i n the 

16 Farber? 

17 A. P r i m a r i l y , I t h i n k t h a t we would be subjected 

18 to waterflow through t h a t i n t e r v a l , which w i l l impact 

19 our d r i l l i n g design program, perhaps, you know, 

20 r e s u l t i n g in.increased costs due t o a d j u s t i n g the mud 

21 system and so f o r t h . And our engineer w i l l go i n t o t h i s 

22 i n greater d e t a i l i n a b i t , but, p r i m a r i l y , again, the 

23 negative f i n a n c i a l impact w i l l be due t o veering away 

24 from our design d r i l l i n g program, you know, our optimum 

25 d r i l l i n g program due to increased waterflow. 
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1 Q. And then f o l l o w i n g up on the second opinion you 

2 rendered, how would t h a t impact Abo, Yates 1 and MYCO's 

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

4 A. Well, the way -- the c o r r e l a t i v e r i g h t s i n the 

5 B e l l Canyon would be n e g a t i v e l y impacted due t o , 

6 b a s i c a l l y , f l o o d i n g of p o t e n t i a l l y productive zone, t h a t 

7 being the B e l l Canyon, s p e c i f i c a l l y the Olds member of 

8 the B e l l Canyon. 

9 Q. And would the waterflow t h a t you mentioned 

10 p o t e n t i a l l y impact Yates' a b i l i t y t o go to the f u l l 

11 extent of i t s d r i l l i n g program i n the area? 

12 A. Yes. I t would - - i t would have a cumulative 

13 e f f e c t most severely i n the v i c i n i t y of the proposed SWD 

14 l o c a t i o n . The immediate impact would be on the Fearless 

15 Fed #1, which i s approximately a h a l f mile away. A 

16 subsequent impact would be on the two or three 

17 h o r i z o n t a l l o c a t i o n s i n the northwest quarter of Section 

18 23, which has not been applied f o r yet, but they're 

19 c l e a r l y i n our plans. As I st a t e d e a r l i e r , we 

20 u l t i m a t e l y e n v i s i o n d r i l l i n g everything we can to f u l l y 

21 e x p l o i t one of many -- one of -several p o t e n t i a l 

22 h o r i z o n t a l t a r g e t s . 

23 Q. And does Yates a n t i c i p a t e e x p l o i t i n g i n t e r v a l s 

2 4 other than the Bone Spring? 

25 A. Yes. Well, we have several t a r g e t s w i t h i n the 
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1 Bone Spring, and, also, we consider the lower Brushy 

2 Canyon t o be a t a r g e t i n t e r v a l . 

3 And, of course, t h i s B e l l Canyon would 

4 be -- we would consider t h a t a hind-pipe t a r g e t . You 

5 know, i t ' s an e x i s t i n g resource, but i t c l e a r l y looks 

6 l i k e i t would be a producible area. 

7 Q. And the issues you brought up i n terms of 

8 f i g h t i n g waterflow and increased costs, those w i l l be 

9 de a l t w i t h i n more depth by Ms. Hotter? 

10 A. Yes. 

11 MR. LARSON: Mr Examiner, I'd move the 

12 admission of Yates E x h i b i t Numbers 2 and 3. 

13 EXAMINER GOETZE: E x h i b i t s 2 and 3, as 

14 amended, are accepted. 

15 (Yates E x h i b i t Numbers 2 and 3 were o f f e r e d 

16 and admitted i n t o evidence.) 

17 MR. LARSON: Pass the witness. 

18 EXAMINER GOETZE: Your t u r n , Mr. Bruce. 

19 MR. BRUCE: Just a couple of questions. 

20 CROSS-EXAMINATION 

21 BY MR. BRUCE: 

22 Q. Mr. Fly, i n 30 years of questioning Yates' 

23 witnesses, I've never asked t h i s question, but I've 

24 always been fa s c i n a t e d . I f you look at your E x h i b i t 2, 

25 take one of the w e l l s , say, i n Section' 24, the Resolute 
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1 BTO --

2 A. Yes. 

3 Q. — what does BTO, BTV, et cetera stand for? 

4 A . I honestly do not know. I t h i n k i t ' s j u s t a 

5 sequential -- i t ' s l i k e saying Well Number 2, Well 

6 Number 3, Well Number 4. I've never understood t h a t 

7 myself. 

8 Q. I had to ask. 

9 A. I'11 have t o ask. 

10 Q. Do you agree, Mr. Fly, t h a t wells d r i l l e d i n 

11 t h i s area encounter less c i r c u l a t i o n than the B e l l and 

12 Cherry Canyon? 

13 A. Yes. Not a l l . 

14 Q. And you mentioned t h a t there are several t a r g e t 

15 zones i n the Bone Spring. Which sands are you look i n g 

16 at? 

17 A. You had asked Mr. Morrison -- or somebody asked 

18 Mr. Morrison about the Farber and the we l l s to the 

19 no r t h . One of those i s i n the 2nd Sand, 2nd Bone 

20 Spring, and the other i s i n the Avalon Shale. . So t h a t 

21 would be re p r e s e n t a t i v e . 

22 Q. Does Yates have any plans t o d r i l l i n t o the 

23 B e l l Canyon alone? 

24 A. No, not s p e c i f i c a l l y B e l l Canyon. I'm sorry. 

25 I was t h i n k i n g Brushy when you asked me t h a t . No. We 
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1 don't have plans f o r the B e l l Canyon, per se, but we do 

2 consider i t a resource. 

3 Q. And do you agree t h a t the B e l l and Cherry 

4 Canyon zones are wet? 

5 A. Yes. 

6 MR. BRUCE: That's a l l the questions I 

7 have, Mr. Examiner. 

8 EXAMINER GOETZE: Do you want t o cross? 

9 MR. LARSON: I have no r e d i r e c t . 

10 EXAMINER GOETZE: I have no questions. 

11 Mr. Ezeanyim? 

12 CROSS-EXAMINATION 

13 BY EXAMINER EZEANYIM: 

14 Q. The engineer can answer my questions more 

15 e f f e c t i v e l y , but l e t me ask you t h i s question, so you 

16 can begin t o t h i n k about i t . We have the B e l l Canyon, 

17 the Cherry Canyon, the Brushy Canyon. Are those any 

18 prospect -- maybe the Ramsey. This i s basal Brushy 

19 Canyon. Are there prospects f o r you i n the Cherry 

20 Canyon and -- you don't have any -- you don't want t o 

21 . deal w i t h the B e l l Canyon. That's out, r i g h t ? . 

22 A. Uh-huh. 

23 .Q. You.don ' t have anyth ing t h e r e . 

24 What about the Cherry Canyon? 

25' A. In t h i s immediate area, I ' m not aware o f a l o t 
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1 of p o t e n t i a l i n the Cherry Canyon. Farther t o the north 

2 and down south i n Texas, there i s s i g n i f i c a n t Cherry 

3 Canyon. 

4 Q. What about the Brushy Canyon? 

5 A. Brushy Canyon, we have a w e l l about four miles 

6 t o the north, a h o r i z o n t a l Brushy Canyon w e l l . And 

7 w i t h i n the Farber Working I n t e r e s t Unit area, the 

8 primary o b j e c t i v e i s Bone Spring. 

9 Q. Okay. I f I understand your testimony, 

10 i n j e c t i n g i n t o t h i s w e l l , whatever t h i s w e l l i s , the 

11 Paducah #3, i t w i l l increase your cost of operations, 

12 r i g h t ? 

13 A. Yes. 

14 Q. And how i s that? 

15 A. Well, by the problems of increased waterflow. 

16 I f we -- and, again, t h i s goes t o some of our engineer's 

17 testimony, but we may have t o deal w i t h excess water 

18 production and removal from the l o c a t i o n . We may have 

19 t o deal w i t h mudding up or a l t e r i n g our d r i l l i n g plan, 

20 which are una n t i c i p a t e d costs. 

•21 Q. I t seems to me t h a t i f the Brushy Canyon i s not 

22 your prospect, you shouldn't worry about the water 

23 production from there, because you are i n the Bone 

24 Spring, e s p e c i a l l y the 2nd Sand Bone Spring. That's 

25 r e a l l y your primary t a r g e t , r i g h t , the 2nd Sand, which 
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1 i s a depth -- you know, i t ' s deeper than the Brushy 

2 Canyon. 

3 I mean, o p e r a t i o n a l l y , I want to see how i t 
4 a f f e c t s your cost, because I don't want i t t o a f f e c t 

5 your cost. I f i t i s going t o a f f e c t your cost and then 

6 you can't break even i n the way you're d r i l l i n g , t h a t ' s 

7 not acceptable, but I want to begin t o understand how 

8 t h a t would happen. I mean, you can understand why I'm 

9 asking t h a t . I'm asking -- l e t ' s say you spend 

10 100 m i l l i o n , but now, because of -- you spend 200 

11 m i l l i o n and don't break even. That's not acceptable. 

12 So you need to convince me why i n j e c t i n g a 

13 s a l t w a t e r disposal w i l l increase t h a t cost and how much 

14 i t w i l l cost, so we can weigh, you know -- weigh --

15 A. Uh-huh. 

16 Q. Here we are j u s t t r y i n g t o seek the t r u t h , and 

17 t h i s i s t e c h n i c a l t r u t h . I t ' s not a f a c t t r u t h . I t ' s 

18 j u s t a t e c h n i c a l t r u t h . There i s a geology, and why we 

19 should do what we should do. 

20 A. Uh-huh. . 

21 Q. And then .you can understand what I'm asking. 

22 I'm t r y i n g t o f i n d out why. I f i t ' s going t o a f f e c t . 

23 Yates, Abo and the other people who are g e t t i n g i n t o 

24 t h i s , increase your costs s u b s t a n t i a l l y or t o redesign 

25 the p r o j e c t so t h a t i t costs more money, or they w i l l 
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1 produce a l o t of water instead of o i l , I need a 

2 c o n v i c t i o n [ s i c ] of t h a t , so I can begin t o look at the 

3 recommendation. 

4 You know, when I am t a l k i n g t o you, I'm not 

5 t r y i n g t o b u l l y you. I mean, you have done very w e l l i n 

6 your testimony. Don't get me wrong. But I'm always 

7 ambitious t o get the t r u t h , the t e c h n i c a l t r u t h , because 

8 I can't make t h a t -- we cannot make t h a t decision i n a 

9 vacuum. I can't go, Oh, XYZ; I l i k e XYZ. No. I have 

10 t o f i n d why we make a recommendation and t h a t ' s why we 

11 see the t e c h n i c a l t r u t h . Don't t h i n k I'm has s l i n g 

12 anybody. Some people may t h i n k I'm asking too much, but 

13 we use the answers to those questions t o make a 

14 recommendation. So t h a t ' s why. So don't t h i n k , w e l l , 

15 he's asking me dumb questions. B e t t e r t o ask dumb 

16 questions than r e g r e t i t l a t e r . So I'm not being hard 

17 on you. 

18 Is i t Mr. Frye? 

19 A. Fly, F-L-Y. 

20 Q. . Okay. That's why we are asking questions. We 

21 are going t o f i n d out why you are o b j e c t i n g . And I 

22 t h i n k you have the r i g h t of t h i s , and t h a t ' s why we are 

23 here, you know, i n t h i s nature, t o p r o t e c t Yates. I 

24 don't want the c o r r e l a t i v e r i g h t s of Yates t o be 

25 impaired. • I f ' I were you, I would do the same t h i n g . 
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1 I'm not saying you shouldn't. You have the r i g h t t o do 

2 i t , and t h a t ' s what you're doing, but I need convincing 

3 t e c h n i c a l evidence t o do i t . 

4 So we have more testimony coming here, but 

5 I t h i n k I w i l l need you t o go i n t o d e t a i l about these 

6 cost issues. And I know t h a t there i s ra t h e r low 

7 c i r c u l a t i o n i n the Cherry Canyon. 

8 Is i t r e a l l y possible t h a t i n j e c t i o n i n t o 

9 the Cherry Canyon w i l l h u r t the operation? I don't 

10 know. We need t o look at i t , too. Don't t e l l me what I 

11 say i s not t r u e u n t i l we get the f a c t s on t h a t or no 

12 f a c t s on t h a t . 

13 At t h i s p o i n t , I t h i n k I w i l l allow you to 

14 continue and look at t h a t w i t h another witness. You 

15 might be c a l l e d t o answer more geology questions, you 

16 know. 

17 A. Okay. 

18 EXAMINER GOETZE: I believe we're done w i t h 

19 t h i s witness. 

20 MR. LARSON: Yes, Mr. Examiner. 

21 MARGRETHE FAABERG HOTTER, 

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

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

24 

25 
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DIRECT EXAMINATION 

2 BY MR. LARSON: 

3 Q. Good morning, Ms. Hotter. 

4 A. Good morning. 

5 Q. Please s t a t e your f u l l name f o r the record. 

6 A. Margrethe Faaberg Hotter. 

. 7 

8 

Q. And where do you reside? 

A. Carlsbad, New Mexico. 

9 Q. And by whom are you employed and i n what 

10 capacity? 

11 A. I'm employed w i t h Yates Petroleum Corporation 

12 as a petroleum engineer. 

13 Q. Have you p r e v i o u s l y t e s t i f i e d i n an Examiner 

14 Hearing? 

15 A. No. 

16 Q. And are you also appearing here today on behalf 

17 of the three e n t i t i e s , Abo, MYCO and Yates? 

18 A. Yes, I am. 

19 Q. Could you please summarize your educational 

20 background and p r o f e s s i o n a l experience i n the o i l and 

21 gas ind u s t r y ? 

22 A. I graduated w i t h a master's i n petroleum 

23 engineering i n ' 92 from the Norw.egian U n i v e r s i t y of 

24 Science and Technology. From '92 through 2000, I worked 

25 w i t h S t a t o i l , Smith I n t e r n a t i o n a l and Baker Hughes, 
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1 working offshore, North Sea. 

2 I've been employed w i t h Yates since 2000, 

3 f i r s t as a r e s e r v o i r engineer f o r f i v e years, and i n the 

4 l a s t e i g h t years, I've been i n Operations. The l a s t --

5 of those 13 years I've been w i t h Yates, 11 have been --

6 the l a s t 11 have been i n the Permian Basin as a 

7 petroleum engineer. 

8 Q. And would i t be f a i r t o say t h a t you have 

9 r e s p o n s i b i l i t y f o r a l l of Yates' current and f u t u r e 

10 producing wells i n southern Lea County? 

11 A. Among other areas, yes. 

12 MR. LARSON: Mr. Examiner, I request t h a t 

13 Ms. Hotter be q u a l i f i e d as an expert petroleum engineer. 

14 EXAMINER GOETZE: So q u a l i f i e d . 

15 Q. (BY MR. LARSON) As Mr. Morrison and Mr. Fly 

16 have t e s t i f i e d , Yates w i l l d r i l l i t s Fearless BSF Fed 

17 #1H w e l l t o the Bone Spring. What would be the e f f e c t 

18 of Yates having to d r i l l through the proposed produced 

19 water i n j e c t i o n zone assuming t h a t water i s i n j e c t e d 

20 i n t o . t h a t zone t o reach the Bone Spring targets? 

21 A. Well, our main concern i n d r i l l i n g a- w e l l , i n an 

22 area where there are water disposals are the waterflow 

23 and a l l the problems i t causes us. I t causes several 

24 problems. 

25 Number one, a l l waters t h a t are being-
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1 r e i n j e c t e d i n t o the formation from the surface, no 

2 matter how good you clean i t , there i s contamination i n 

3 i t . Bacteria are introduced i n t o the formation, and 

4 over time, those b a c t e r i a breaks down and t u r n i n t o H2S. 

5 H2S causes -- i t ' s very harmful. I t 

6 creates s a f e t y issues f o r our personnel, and i t creates 

7 a co r r o s i v e environment f o r the pipe i n the ground over 

8 the i n t e r v a l of i n j e c t i o n . 

9 Secondary, waterflow also causes problems 

10 during the cementing phase. I t ' s very d i f f i c u l t t o get 

11 a proper cement job done i n an area where you have a 

12 waterflow. The bigger the flow, the bigger the problem. 

13 Also, i t 1 s very important when you d r i l l 

14 t h a t you balance your mud weight. Delaware i s q u i t e 

15 d e l i c a t e . I t has a l o t of d i f f e r e n t sands. Some break 

16 down easier than the other. You have t o be very c a r e f u l 

17 balancing your mud weights. 

18 Waterflow can cause one of two things 

19 depending on the water t h a t i s being i n j e c t e d . I f i t ' s 

20 very s a l t [ s i c ] , i t can increase the mud weight t h a t 

21 we're using. That increase i n mud weight can break down 

22 the formation, and you get loss of formation -- or -- or 

23 loss of c i r c u l a t i o n . 

24 Or, two, which i s most commonly [ s i c ] , i s 

25 t h a t i t d i l u t e s your mud weight. You have t o keep 
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1 adding b a r i t e t o i t t o keep your mud weights up, and i t 

2 creates a b i g problem on the surface. 

3 I n these closed-loop systems t h a t t h e y 1 r e 

4 doing these days, you don't have the capacity f o r e x t r a 

5 f l u i d . An extra 20, 40, 60 b a r r e l s an hour leads t o the 

6 trucks continuously having t o t r a n s p o r t water o f f 

7 l o c a t i o n , c r e a t i n g a dangerous environment on the 

8 l o c a t i o n and a very high cost r e i n j e c t i n g disposed water 

9 f o r a second time. 

10 Q. So addressing d i r e c t l y Mr. Ezeanyim's questions 

11 about cost --

12 A. Yes. 

13 Q. -- i s i t your testimony t h a t b r i n g i n g 

14 a d d i t i o n a l produced water from the proposed i n j e c t i o n 

15 i n t e r v a l would increase your water disposal costs during 

16 d r i l l i n g ? 

17 A. Oh, s i g n i f i c a n t l y . I mean, each -- you know, 

18 these days, we pay three, four, f i v e — depending where 

19 you are, 3-, 4-, $5 a b a r r e l to t r u c k i t and then 

20 dispose of the' water. And, I mean, we've got samples 

21 • where -- where i t cost at. l e a s t over h a l f a m i l l i o n 

22 d o l l a r s . I t depends on the flow. I f i t ' s a small flow 

23 versus a b i g flow, i t makes a b i g d i f f e r e n c e . We've had 

24 places where we couldn't even -- we l o s t a whole w e l l , 

25 because we couldn't c o n t r o l the flow, and we had t o j u s t 
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1 plug i t and move over and d r i l l another w e l l . We 

2 couldn't d r i l l i t , and t h a t cost m i l l i o n s . 

3 Q. And the cementing issues or the cementing 

4 d i f f i c u l t i e s you mentioned, does t h a t also increase the 

5 cost? 

6 A. Oh, yes. I mean, the -- we need t o have a good 

7 cement job i n order t o be able t o produce these w e l l s 

8 p r o p e r l y . I mean, t h i s i s a b i g area. We need t o be 

9 able t o i s o l a t e the zones t h a t we are s t i m u l a t i n g i n 

10 order t o get a good s t i m u l a t i o n j ob. And there are also 

11 requirements, st a t e and f e d e r a l requirements w e l l , I 

12 guess these are f e d e r a l , so mostly f e d e r a l requirements 

13 t h a t you have to have, pipe back your cement about 50 0 

14 f e e t i n t o the intermediate casing. With waterflows, 

15 t h i s can be very d i f f i c u l t . You might have t o end up 

16 doing remedial work, which i s extremely c o s t l y . You 

17 have to shoot a hole i n the brand-new casing, c r e a t i n g a 

18 weak po i n t i n an area where waterflow — you know 

19 there's going t o be H2S, which i s very c o r r o s i v e , and 

20 i t ' s going t o create a l o t of problems down the road i n 

21 the wellbore i t s e l f . 

22 Q. And you mentioned f e d e r a l requirements. Are 

23 those BLM requirements? 

24 A. Yes. Yes, s i r . 

25 Q. ' I ' l l d i r e c t your a t t e n t i o n t o what ' s been 
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1 marked as Yates E x h i b i t Number 4. Can you please 

2 i d e n t i f y t h a t document? 

3 A. Yes. The upper f i g u r e shows the d i f f e r e n t mud 

4 weights t h a t we are using t o -- t h i s i n d i c a t e s the mud 

5 weight used through the Delaware Formation. And t h i s i s 

6 b a s i c a l l y the same a l l over the Permian Basin, but I've 

7 used examples here of the two we l l s t h a t we have i n the 

8 Farber Working I n t e r e s t Unit j u s t n orth -- no r t h of the 

9 lease i n question. There's one west of the lease i n 

10 question, and two south. They're a l l -- the three other 

11 ones are outside of the Farber Working I n t e r e s t U n i t . 

12 Q. Ms. Hotter, could I i n t e r r u p t you r i g h t there? 

13 A. Oh, sorry. 

14 Q. ' Could you p u l l out E x h i b i t Number 1 and p o i n t 

15 out where those w e l l s are t h a t are i n d i c a t e d on your 

16 E x h i b i t 4? 

17 A. Well, only two -- you can only see two of them. 

18 The Farber i s the one i n Section 1. The Undaunted i s 

19 the one i n Section 2. The Presidente i s f u r t h e r t o the 

20 . west, outside t h i s map. And the Zapata and Qu i j o t e are 

21 t o the south of t h i s . I t ' s j u s t t o give a 

22 representation to show what kind of mud weights we are 

23 using through t h i s i n t e r v a l . 

24 And what you w i l l see on t h i s p l o t i s t h a t 

25 you see the higher mud weights going through the s a l t 
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1 where we set the intermediate casing. As soon as you go 

2 below the intermediate casing through the Delaware, we 

3 had t o ̂ r o d u c^ [ s i c ] our mud weight. 

4 P̂ AjCC--- B a s i c a l l y , we -- we -- we d r i l l w i t h a mud 

5 weight of 8.8, 8.9. I t ' s a cut b r i n e . We have t o 

6 d i l u t e a normal b r i n e i n order t o -- to -- t o d r i l l i t . 

7 These w e l l s break down very e a s i l y , so you cannot have a 

8 too high mud weight, because you w i l l break down the 

9 formation. At the same time, you can't have i t too low 

10 because then you w i l l get flow i n t o here. 

11 And there was mentioned q u i t e a b i t about 

12 loss i n the Cherry Canyon. I n t h i s area, we have not 

13 noticed a whole l o t of losses i n those wells t h a t have 

14 been d r i l l e d through the Cherry Canyon. Our major l o s s , 

15 seepage zone, i s a c t u a l l y r i g h t at the base of the 

16 Brushy Canyon and top of the Bone Spring area. That's 

17 where we have seen some seepage and losses. 

18 And i t ' s -- Delaware i s -- i t ' s a 

19 strange i t has so many -- many sands, and some of 

20 them w i l l give you flow; some of them w i l l give you 

21 losses. And i t ' s a very d e l i c a t e balancing issue, and • 

22 you have t o make sure -- i t ' s very c r i t i c a l t h a t your 

23 mud weights and mud are balanced p r o p e r l y . 

24 EXAMINER EZEANYIM: Excuse me, Counselor. 

25 This i s very important i n f o r m a t i o n f o r me. 
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•2 BY EXAMINER EZEANYIM: 

3 Q- I t h i n k you are Ms. Hotter? 

4 A. Yes. 

5 Q- For t h i s area, the Xs, what are those, mud 

6 weights and --

7 A. Oh, t h a t ' s j u s t — you see those d i f f e r e n t --

8 i t j u s t shows the d i f f e r e n t mud weights t h a t we use per 

9 depth, mud weight per depth on those d i f f e r e n t wells 

10 Q. I know. I know, but what i s -- down at 

11 the bottom, what i s that? • 

12 A. Those are w e l l s . 

13 Q. Those are w e l l names, r i g h t ? 

14 A. Yeah, those are w e l l names. 

15 Q. Okay. This i s a very good piece of 

16 i n f o r m a t i o n . And t h i s i s the in f o r m a t i o n on o f f s e t 

17 wells? 

18 A. Yes . 

19 Q. Okay. Are you a d r i l l i n g engineer, too? 

20 A. I'm working as an operations engineer. I'm not 

21 working as a d r i l l i n g engineer now, no. 

22 Q. Yeah. Okay. Now, t h i s i s important. This i s 

23 what you got --

24 A. Yes . 

25 Q. -- when t h i s w e l l i s not y e t - d r i l l e d --
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1 A. Yes. 

2 Q. -- r i g h t ? 

3 Okay. From your experience, now what would 

4 you expect -- what would you expect the cost t o go --

5 l e t ' s say t h i s w e l l i s approved and a l l you were saying 

6 about the mud -- you know, increa s i n g the mud or 

7 decreasing the mud. Which p r o t e c t o r [ s i c ] would you 

8 expect? You know, I would have loved t o see t h a t here. 

9 Say, Well, i f you approve t h i s Saltwater Disposal Well 

10 #3, t h i s i s how the w e l l i s going t o be, and these are 

11 the problems we are going t o encounter. 

12 A. Yes. 

13 Q. This i s what i s happening. The w e l l i s not 

14 d r i l l e d . 

15 A. No. 

16 Q. And I see why. You d r i l l e d the s a l t [ s i c ] . 

17 You have the mud w e l l , because you know s a l t . You have 

18 t o increase the -- when you go -- we saw how 

19 underbalanced, i f you are d r i l l i n g , e s s e n t i a l l y , 

20 water --

21 A. Yes. 

22 . Q. -- 8.8, 8.9 water --

23 A. Yes. 

24 Q. So you have brought something t o say, Well, 

25 t h i s map the p r o j e c t e d mud weight t h a t we're going t o 
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1 have t o deal w i t h i f t h i s s a l t w a t e r disposal i s going t o 

2 be approved. This i s the problem. We're going t o have 

3 a l o t of loss of c i r c u l a t i o n . But i t ' s not t h a t -- you 

4 are t e l l i n g me what can happen. The w e l l i s not 

5 d r i l l e d , so I don't know what t o do. 

6 A. No. 

7 Q. And here we deal w i t h what we c a l l the 

8 preponderance of t e c h n i c a l evidence, not preponderance 

9 l i k e you do i n court. I need t o see the preponderance 

10 of t e c h n i c a l evidence, convincing me what I'm going t o 

11 do, and i f I'm very convinced or not. But I want t o 

12 convince w i t h the judge w i t h a preponderance of 

13 evidence. That's what we expect t o f i n d here whenever 

14 anybody comes here. I f you come i n here and j u s t t e l l 

15 me something I don't understand, then I make my decision 

16 i n a vacuum, and then I take i t t o Commission and say, 

17 Well, I don't know. So I need t o be able to make a 

18 recommendation based on t e c h n i c a l evidence. 

19 I'm not saying what you d i d i s wrong. 

2 0 Don't get me wrong, but i f I were doing t h i s , I would 

21 have produced -- here ( i n d i c a t i n g ) . I would have 

22 produced t h i s page and t e l l - them, I f you approve t h i s 

23 order, t h i s i s what i s going t o happen, and t h i s i s how 

24 much i t ' s going to cost me and how i t w i l l impair my 

25 • c o r r e l a t i v e r i g h t s . 
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1 A. Okay. 

2 Q. I'm not saying — t h i s i s good work. At l e a s t 

3 I have t h i s . But the p o i n t I'm t r y i n g t o make i s t h a t 

4 when you come i n before the D i v i s i o n , we also look f o r a 

5 preponderance of t e c h n i c a l evidence and what would we do 

6 t o prevent waste and p r o t e c t c o r r e l a t i v e r i g h t s , and 

7 t h a t i s what we are t r y i n g t o do. 
8 A. Yes. 

9 Q. I f i t ' s not convincing, then we are i n t r o u b l e . 

10 A. The cost on these w i l l increase w i t h time, 

11 because the more you 1 re i n j e c t i n g , the bigger the 

12 waterflow you're going t o get. And the bigger the 

13 waterflow, the more increase you're going t o have i n 

14 your mud weights, t r y i n g t o keep i t up. 

15 WithH2S, you have to have a s p e c i a l type 

16 of casing, s p e c i a l type of d r i l l s t r e n g t h . Most 

17 d r i l l i n g c o n t r a c t o r s t h a t you have your d r i l l i n g r i g 

18 w i t h w i l l not allow you to use t h e i r d r i l l s t r i n g during 

19 an H2S environment. You have to rent an e x t r a - s t r e n g t h 

20 t o go through t h e r e ; higher-grade casing, which i s more 

21 expensive. 

22 We've had cases where we have d r i l l e d 

23 through areas close t o water disposal w e l l s where we 

24 l o s t an e n t i r e w e l l . I t cost us $3 m i l l i o n j u s t f o r the 

25 w e l l , and we had to move over. I t w i l l depend, as I 
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1 s aid, on the amount of flow t h a t we get. 

2 Q. I s t h a t Yates? 

3 A. Yes, Yates. 

4 Q. I t ' s Yates? 

5 A. Yes. And we've had --

6 Q. Why did n ' t you b r i n g t h a t evidence? 

7 A. I have i t i n my f i l e i f you want t o see i t . I 

8 mean, I j u s t -- I d i d n ' t put i t i n an extended --

9 because i t ' s from d i f f e r e n t areas, and i t ' s f a r away, 

10 and i t ' s not r e l a t e d t o t h i s w e l l . 

11 Q. But i t doesn't matter. I t ' s i n New Mexico? 

12 A. Yes. 

13 Q. I f i t ' s i n New Mexico, you can t e l l us, 

14 regardless of the area. 

15 A. Yeah. 

16 Q. I mean, i t doesn't hur t t o say t h a t . 

17 A. Okay. 

18 Q. So i t goes back Co what I'm t r y i n g to say. 

19 A. Yes. 

20 Q. I'm t r y i n g t o make sure people understand what 

21 we are lo o k i n g f o r here.- I f you come i n here and t e l l 

22 me, Oh, we want approval because -- based on my 

23 experience, I don't have nothing t o -- I mean, i f you 

24 approve t h a t , say, Here, even though i t i s maybe -- I 

25 don't know what county, you know, Roosevelt County or 
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1 some county -- t h i s i s what happened. 

2 A. Yes. 

3 Q. I mean, th a t ' s the p o i n t . You understand what 

4 I'm t r y i n g t o say? 

5 A. Yes, I do. 

6 Q. Very good. Okay. I'm sorry t o i n t e r r u p t , but 

7 t h i s i s important f o r me to understand before we 

8 continue. 

9 EXAMINER EZEANYIM: Mr. Larson, go ahead. 

10 A. And at the bottom here on E x h i b i t 4 i s j u s t 

11 showing the mud program t h a t we are planning t o do i n 

12 the Fearless. 

13 EXAMINER EZEANYIM: Where? 

14 A. The bottom of the --

15 EXAMINER EZEANYIM: Oh, okay. 

16 A. That's the Fearless, which we w i l l -- t h a t ' s 

17 going t o be the mud program f o r a l l the wells around 

18 here. That's how you have t o d r i l l , through the 

19 Delaware and the Bone Spring. 

20 CONTINUED DIRECT EXAMINATION 

21 BY MR. LARSON: 

22 - Q. So these s t a t i s t i c s at the bottom of E x h i b i t 4, 

23 those are s p e c i f i c t o the Fearless w e l l t h a t the APD's 

24 been submitted for? 

25 A. Yes. This i s f o r -- t h i s i s to -- t h i s i s f o r 
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1 the Fearless. They're i d e n t i c a l t o the other ones t h a t 

2 have been submitted. 

3 Q. And the numerous w e l l s Mr. Fly --

4 A. Yes. 

5 Q. — t e s t i f i e d t o about the Farber 

6 A. Yes. 

7 Q. -- you w i l l have a s i m i l a r d r i l l i n g program? 

8 A. Yes. 

9 Q. And i n terms of the issue of increased costs, 

10 are you able t o p r e d i c t w i t h some c e r t a i n t y the problems 

11 which y o u ' l l encounter i f you have t o d r i l l through t h i s 

12 produced water i n j e c t i o n zone? 

13 A. With r e l a t i o n t o costs or --

14 Q. Yes, the s p e c i f i c problems y o u ' l l encounter. 

15 A. H2S environment, problems cementing, problems 

16 c o n t r o l l i n g the water -- or the -- the mud weight. And 

17 t h i s w i l l be -- I mean, t h i s w i l l be a problem a l l the 

18 way from -- we d r i l l out from the -- from the 

19 intermediate casing shoe and a l l the way down to the 

20 other w e l l . . , 

21 What you can do — you know, i n order t o 

22 stop, you could put enough -- you can change your casing 

23 program, t r y i n g t o deal w i t h i t i f the — i f the flows 

24 are moderate. I f you have high flow, there's nothing 

25 you can do. You can't even d r i l l the w e l l i f the flows 
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1 are high enough. I f you can c o n t r o l the w e l l , you 

2 can -- you can set i n an extra s t r i n g of casing, which, 

3 i n t h i s case, then, would have t o be set at the base, 

4 below the i n j e c t i o n zone, which w i l l reduce your hole 

5 size, which means t h a t you have t o d r i l l out w i t h a 

6 smaller hole size, b u i l d your curve w i t h a smaller hole 

7 size and d r i l l out to TD w i t h a smaller hole si z e . 

8 Smaller hole size, smaller b i t ; smaller b i t , bigger 

9 chance of -- of -- of breaking o f f , you know, the 

10 smaller, the t h i n n e r s t e e l you have. You have smaller 

11 d r i l l pipes, so you have less weight. And you have less 

12 weight, you can d r i l l long -- you need the weight. You 

13 use weight i n order t o -- t o d r i l l , your weight on the 

14 b i t . And you have t o have enough s u f f i c i e n t weight t h a t 

15 you can -- t o d r i l l f a r . Some of these wells t h a t I've 

16 proposed here are -- are extended reach w e l l s . 

17 EXAMINER EZEANYIM: What -- what -- why do 

18 you have to d r i l l those small holes? Why? 

19 THE WITNESS: Huh? 

20 EXAMINER EZEANYIM: Why are you d r i l l i n g 

21 the holes w i t h smaller b i t s . a n d --

22 THE WITNESS: I f — i f we have t o — i f — 

23 i f the -- i f we are not able t o c o n t r o l the mud -- the 

24 flow w i t h any kind of mud weight, we're l o s i n g c o n t r o l 

2 5 of our mud weight, and we w i l l have' to set an ex t r a 
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1 s t r i n g of casing, which has t o be set — we have t o set 

2 the intermediate casing where we d r i l l because of --

3 of -- of the mud weight. I t goes from a 10 mud weight 

4 t o an 8.8 mud weight. 

5 And so we have t o set the casing -- the 

6 intermediate casing where we do -- i f we have t o set a 

7 seven-inch casing or a d i f f e r e n t casing t o shut o f f the 

8 water i n order f o r us t o be able t o continue d r i l l i n g 

9 the w e l l , you know, you w i l l -- as you set your casing, 

10 you reduce your hole sizes, and t h i s w i l l impact i t 

11 w i l l impact your d r i l l i n g . You know, you might not be 

12 able t o d r i l l as f a r because you're l o s i n g weight w i t h 

13 your d r i l l pipe. 

14 Secondary, when you do your s t i m u l a t i o n 

15 job, you -- i t w i l l increase costs there because you 

16 have a smaller pipe, you have more f r i c t i o n , use more 

17 horsepower. Horsepower i s one of the most highest costs 

18 during the frack job. 

19 Also, i t ' s very complicated when you have a 

20 smaller -- the smaller hole, the more d i f f i c u l t i t i s to 

21 d r i l l , and -- and --.and you'-re b u i l d i n g your curve and 

22 t o get your-casing a l l the way to bottom. 

23 At the end there, too, producing the w e l l , 

24 i f you set a -- pumping a four-and-a-half inch casing 

25 versus a 'five-and-a-half, i t ' s b i g ; i t ' s s u b s t a n t i a l . 
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1 The smaller the pump, the less e f f i c i e n c y you can have 

2 on i t . I t w i l l -- i t w i l l grow warm, and you w i l l have 

3 t o switch i t out more o f t e n . A pump i s -- I mean, we're 

4 t a l k i n g $150,000 a pump r i g h t there. 

5 And the t h i n g i s , you can put a l i n e r i n 

6 there, but i t w i l l be high up. I t w i l l be higher up. 

7 I t w i l l be at the base of the -- base of the Cherry, 

8 b a s i c a l l y , t o shut o f f the water, and you w i l l have t o 

9 then pipe back i n t o t here, which means you can only pump 

10 i t from high up. The lower you put your pump, the more 

11 e f f i c i e n t l y you can pump, and the b e t t e r production you 

12 can get. So i t w i l l also a f f e c t our production. We 

13 w i l l -- we w i l l have t o set an extra s t r i n g of casing 

14 and put the pump -- pump i t from higher up. I t w i l l be 

15 less e f f i c i e n t . 

16 Q. (BY MR. LARSON) And given these p o t e n t i a l 

17 problems you w i l l encounter, i s i t possible t o give an 

18 estimate of p o t e n t i a l increased costs, or do you not 

19 know u n t i l you a c t u a l l y s t a r t the d r i l l i n g program? 

20 A. You w i l l -- you w i l l not know -- I would 

21 a n t i c i p a t e the cost w i l l be less i n i t i a l l y because you 

22 have a -- have a smaller waterflow. You know, you may 

23 t a l k h a l f a m i l l i o n d o l l a r s , i n i t i a l l y . I n the end, i t 

24 can -- you might not be able t o d r i l l i t i f you have too 

25 much problems w i t h the waterflow. 
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1 Q. And there i s also the p o s s i b i l i t y of l o s i n g 

2 production; i s t h a t correct? 

3 A. Less e f f i c i e n t i f you have t o go to the p o i n t 

4 where you have t o set an extra s t r i n g of casing, and 

5 from t h a t high up, because our t a r g e t i s the Bone 

6 Spring, way above our k i c k - o f f p o i n t and yes. 

7 Q. And then d i r e c t l y responding t o Examiner 

8 Ezeanyim's p o i n t , i s i t possible f o r -- you know, we've 

9 got a p o t e n t i a l of up to 50 wells out i n the Farber 

10 u n i t -- t o look at each one and say, I t ' s going t o 

11 increase costs by X through 12? Are you able t o do 

12 t h a t , as you s i t here today? 

13 A. No. I mean, i t w i l l because you're going t o 

14 s t a r t w i t h a few w e l l s . The f u r t h e r away you are, the 

15 less a f f e c t e d you are w i t h the waterflow, and the less 

16 cost i t ' s going t o be. 

17 As the years go by -- I mean, we're t a l k i n g 

18 about developing t h i s e n t i r e area, and we're t a l k i n g , 

19 you know, 50-some we l l s j u s t i n t h i s one horizon. 

20 You're adding, I mean, at l e a s t three or four more. 

21 We're t a l k i n g 200 w e l l s , and i t ' s over a long period of 

22 time. And they've already -- i n the year and a h a l f 

23 they've had t h a t current water w e l l , they've i n j e c t e d . 

24 over about 5 m i l l i o n b a r r e l s already, and i t ' s not 

25 even pressuring up. I mean, i t ' s going f a r , and i t ' s a 
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1 l o t of water. And then another water disposal r i g h t 

2 there, i t -- i t -- over -- over the years -- I mean, I 

3 don't even want t o t h i n k about i t . 

4 Q. Could you next i d e n t i f y what's marked as 

5 E x h i b i t Number 5? 

6 A. E x h i b i t Number 5. This shows the Undaunted, 

7 which i s the w e l l they d r i l l e d a couple of miles n o r t h 

8 of i t . I t ' s j u s t a re p r e s e n t a t i v e -- i t ' s j u s t shown 

9 here t o represent the t y p i c a l wellbore sketch or w e l l 

10 the casing design t h a t we use f o r Delaware and Bone 

11 Spring w e l l s . This i s -- t h i s i s t y p i c a l how we d r i l l 

12 i t . On the bottom here, i t ' s the ac t u a l casing design 

13 f o r the Fearless and f o r -- f o r the other w e l l s . This 

14 one i s from Fearless. 

15 Q. Did you also prepare t h i s document? 

16 A. I d i d . 

17 Q. And i s t h i s w e l l design f o r the Fearless BSF 

18 Fed #1H -- I'm somewhat l i k e Mr. Bruce; I'm wondering 

19 how these wells get named -- t h a t Yates i s planning t o 

20 d r i l l ? 

21 A. Yes. The — the the casing program you w i l l 

22 see on the bottom. The drawing up here shows a w e l l 

23 w i t h a p i l o t hole. I mean, I don't b e l i e v e the Fearless 

24 i s going t o be d r i l l e d w i t h a p i l o t hole. Some of these 

25 wells on t h i s u n i t w i l l ; some w i l l not. I t depends on 
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1 the c o n t r o l t h a t we have i n the v i c i n i t y of the w e l l . 

2 Q. I n look i n g at the w e l l diagram, what i s the 

3 r e l a t i o n s h i p between the intermediate casing and the 

4 proposed i n j e c t i o n i n t e r v a l ? 

5 A. The proposed i n j e c t i o n i n t e r v a l w i l l be r i g h t 

6 below the intermediate casing shoe. This one shows a l l 

7 the way down to the Bone Spring, 2nd Bone Spring Sand, 

8 which i s the t a r g e t i n the -- i n the Fearless, and i t 

9 w i l l be d r i l l e d i n the Undaunted. And i t j u s t shows 

10 t h a t the whole 2,000 fe e t of i n j e c t e d i n t e r v a l i s going 

11 t o be through our open hole and w i l l be a problem t h a t 

12 we w i l l have t o deal w i t h , the e n t i r e d r i l l i n g of the 

13 productive i n t e r v a l . 

14 Q. And what s p e c i f i c a l l y would the problem be? 

15 A. I t w i l l be the waterflow. I t w i l l be 

16 c o n t r o l l i n g your mud weight. I t w i l l be d i f f i c u l t w i t h 

17 the cementing, and i t would be -- you know, the danger 

18 of H2S. 

19 Q. I t ' s s i m i l a r t o the issues you said you 

20 confront generally? 

21 A. Yes. And i t ' s also -- you know, when you're 

22 t a l k i n g about H2S and damage t o pipe, I mean, i n i t i a l l y 

23 . you're not going t o see something, but down the road, I 

24 mean, t h a t ' s going t o eat up your production casing. 

25 And that's- -- I mean, i f i t ' s over too b i g of an 
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1 i n t e r v a l t h a t are ea t i n g up, I mean, i t ' s not f i x a b l e . 

2 Q. And the proposed surface l o c a t i o n of the 

3 i n j e c t i o n wells on the BLM surface, are there any 

4 d r i l l i n g requirements t h a t w i l l come i n t o play here? 

5 A. Their requirement i s t h a t we have t o cement 

6 cement back 500 f e e t i n t o the intermediate casing, and 

7 i f you're not able t o do t h a t , you have t o do remedial 

8 work. 

9 Q. I n your opinion, would Mesquite's proposed 

10 i n j e c t i o n i n t o the B e l l Canyon and Cherry Canyon 

11 Formations increase the costs of Yates' d r i l l i n g program 

12 f o r the Farber WIU? 

13 A. Yes, in c r e a s i n g as time goes by. 

14 Q. F o r t h e reasons you 1ve set out previously? 

15 A. Yes. 

16 Q. And would i t also p o t e n t i a l l y impair Yates 1, 

17 Abo's and MYCO's c o r r e l a t i v e r i g h t s i n terms of 

18 reasonably being able t o produce the hydrocarbons t h a t 

19 they have a working i n t e r e s t in? 

20 A. Yes. I mean, the cost i s a b i g p a r t . I t has 

21 t o be economic t o d r i l l , and then the more the well-

22 costs, the less economic they are. 

23 MR. LARSON: Mr. Examiner, I move the 

24 admission of Yates E x h i b i t Numbers 4 and 5. 

25 'EXAMINER GOETZE: E x h i b i t s 4 and 5 are 
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1 accepted. 

2 (Yates E x h i b i t Numbers 4 and 5 were o f f e r e d 

3 and admitted i n t o evidence.) 

4 MR. LARSON: I pass the witness. 

5 MR. BRUCE: Mr. Examiner, I do want t o 

6 r e c a l l Mr. Havenor t o address a few of these issues 

7 ra t h e r than spend too much time cross-examining 

8 Ms. Hotter. 

9 CROSS-EXAMINATION 

10 BY MR. BRUCE: 

11 Q. Ms. Hotter, what you're t a l k i n g about i s a l l 

12 based on increased waterflows and increased H2S l e v e l s , 

13 correct? 

14 A. Yes. 

15 Q. And i f those don't occur, then there are no 

16 increased costs? 

17 A. No. We don't -- i f we don't see the produced 

18 water i n the area where we d r i l l , there i s no -- yes. 

19 Q. And then j u s t a couple of questions. The two 

20 wells you have d r i l l e d up t o the north i n Sections 1 and 

21 2 --

22 A. Yes-. 

23 Q. - - Bone Spring w e l l s , what type o f water 

24 p roduc t ion are you seeing f rom those wel l s? 

2 5 A . ' They are f rom a d i f f e r e n t f o r m a t i o n . 
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1 Q. Correct. Yes. 

2 A. Top of my head, I would say 200 b a r r e l s a day, 

3 something l i k e t h a t . But I'm not — I don't t h i n k t h a t 

4 the i n j e c t e d i n t e r v a l w i l l cause as t o produce more 

5 water. I t w i l l -- i t w i l l i t w i l l not a f f e c t the 

6 production or -- or the amount of water i n the 

7 productive zone. I t w i l l cause problems during the 

8 d r i l l i n g phase. 

9 Q. I understand t h a t . I j u s t wondered what those 

10 wells — 

11 A. Yes. And t h a t ' s j u s t o f f the top of my head. 

12 I don't have them here, but i n t h a t range. 

13 Q. Just one f i n a l question. You mentioned, i n the 

14 Paducah SWD #1, there's about 5 m i l l i o n b a r r e l s of water 

15 in j e c t e d ? 

16 A. Yes, according t o the OCD. 

17 Q. And you said there i s no evidence of pressuring 

18 up i n the r e s e r v o i r as a r e s u l t , c orrect? 

19 A. Well --

20 Q. Doesn't t h a t i n d i c a t e there .is a p r e t t y large 

21 v o i d t o f i l l i n the Cherry Canyon? 

22 A. Or t h a t the water can go very f a r away and 

23 a f f e c t w e l l s f u r t h e r away than you would t h i n k . . There 

24 i s j u s t a huge continuous sand t h a t w i l l a f f e c t f a r 

25 away. 
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1 MR. BRUCE: That's a l l the questions I 

2 have, Mr. Examiner. 

3 EXAMINER GOETZE: Very good. 

4 EXAMINER EZEANYIM: Counselor, do you 

5 intend t o c a l l Dr. Havenor? 

6 MR. BRUCE: Yes, I do. 

7 EXAMINER EZEANYIM: Then we have t o f i n i s h 

8 w i t h t h i s witness. Are there any other questions? 

9 MR. LARSON: Nothing f u r t h e r . 

10 CROSS-EXAMINATION 

11 BY EXAMINER GOETZE: 

12 Q. Okay. The w e l l of concern i s Fearless BSF 

13 Federal 1H. We're not doing a p i l o t on that? 

14 A. I don't b e l i e v e we are. I t h i n k -- I may be 

15 wrong on t h a t . I don't t h i n k we are. 

16 Q. Okay. And we're loo k i n g at -- i t seems to be 

17 t h a t t h i s program now, we're doing mile-and-a-half 

18 l a t e r a l s ? 

19 A. Yes. 

20 Q. And i s t h a t going t o be a p a t t e r n t h a t you hope 

21 t o continue throughout? 

22 A. I t ' s been more economic f o r us t o d r i l l a 

23 longer l a t e r a l . 

24 Q. And t h i s i s a f t e r doing the one-mile l a t e r a l s ? 

25 This i s your — 
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1 A. The one-mile l a t e r a l s are the standard. We're 

2 t r y i n g t o u t i l i z e where we have surface and t r y i n g t o 

3 d r i l l -- . d r i l l up the whole u n i t . 

4 Q. Very good. 

5 And then a question about the t a r g e t s . 

6 We've i d e n t i f i e d the Cherry, the Brushy Canyon, as w e l l 

7 Bone Spring. What w i l l happen i f we do f i n d economic 

8 resources i n your shallower? Are you going t o 

9 d r a m a t i c a l l y change the d r i l l i n g program? I'm sure the 

10 completion i s going t o be a l i t t l e b i t d i f f e r e n t . How 

11 i s t h a t going t o be handled? 

12 A. Yes. I f we go t o some of the shallower w e l l s , 

13 i t w i l l -- I mean, then we w i l l be closer t o the 

14 i n j e c t i n g zone or perhaps i n the i n j e c t i o n zones, i f 

15 there i s any, but i t ' s not -- the mud program i s going 

16 t o remain the same. We're going t o set the intermediate 

17 casing b a s i c a l l y the same, have the same casing. I t ' s 

18 not going t o change a whole l o t from i f we go i n t o the 

19 shallower. 

20. The Bone Spring and the Delaware behave 

21 very, very s i m i l a r . . But they're both low pressure and, 

22 i n some places, underpressure. They react t o the mud 

23 the same. Delaware i s g e n e r a l l y more water f i l l e d , has 

24 a higher water s a t u r a t i o n than the Bone Spring. They 

25 f r a c k w i t h the same f r a c k g r a dient. They're very 
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1 s i m i l a r . 

2 Q. No f u r t h e r questions. Thank you.' 

3 EXAMINER GOETZE: Mr. Ezeanyim? 

4 CROSS-EXAMINATION 

5 BY EXAMINER EZEANYIM: 

6 Q. Ms. Hotter, even though t h i s i s not r e l a t e d t o 

7 t h i s issue, but the one-and-a-half mile w e l l t h a t you've 

8 designed, you've app l i e d f o r an APD. My question i s : 

9 Are they formed by the j o i n t operating agreement, 

10 because you are asking us t o approve t h a t p r o j e c t area? 

11 So i t means t h a t you have submitted your request f o r APD 

12 approval. Everybody i n t h a t u n i t has p a r t i c i p a t e d i n 

13 d r i l l i n g the wells t o t h a t mile and a h a l f ; i s t h a t 

14 correct? 

15 A. Yes. 

16 Q. Is t h a t correct? I mean, i f you go t o - - SWD 

17 #1, you can see a mile and a h a l f i n Section 24 and 25, 

18 another one from 2 6 t o 23. 

19 A. Yes. 

20 Q. A l l those wells Dr. Havenor t a l k e d about, you 

21 have applied f o r an APD. A p p l i c a t i o n s f o r APD, i f you 

22 w i l l r e c a l l -- agreement on those nonstandard -- I mean, 

23 those p r o j e c t areas, r i g h t ? 

24 A. Yes. We have applied f o r APDs f o r a l l of 

25 these. 
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1 Q. I t h i n k counsel can answer t h a t question. What 

2 I'm asking here i s not a pa r t of t h i s , but I want t o 

3 understand. Everybody has agreed t o p a r t i c i p a t e i n 

4 d r i l l i n g t h a t one-and-a-half mile w e l l , r i g h t ? 

5 A. Yes. 

6 Q. That's why you appli e d f o r an APD? 

7 A. Yes. 

8 Q. So t h a t ' s why we di d n ' t see any a p p l i c a t i o n 

9 asking us t o form t h a t p r o j e c t area, r i g h t ? I t ' s yes or 

10 no. 

11 MR. LARSON: Mr. Examiner, I t h i n k t h a t ' s 

12 something Mr. Morrison could address. 

13 EXAMINER EZEANYIM: Oh, okay. The land 

14 person? 

15 MR. LARSON: Yes. 

16 EXAMINER EZEANYIM: Okay. Before we c a l l 

17 Mr. Morrison back, l e t me f i n i s h t h i s . 

18 A. Okay. 

19 Q. (BY EXAMINER EZEANYIM) But I want t o know how 

20 those -- I know you applied t o BLM to get i t . And a f t e r 

21 BLM, you come to us t o approve when you have -- you 

22 know, when everybody have a need t o p a r t i c i p a t e i n the 

23 w e l l , JOA --

24 A. Yes. 

25 Q. - - a r e a . I mean, t h a t i s not pa r t of t h i s . 
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1 I t ' s p a r t of what I'm asking. But I want t o understand 

2 why -- where everything i s . But on your own case, l e t ' s 

3 s t a r t w i t h the -- I c a l l i t an assumption, t h a t the 

4 approval of t h i s s altwater disposal w i l l not drown [ s i c ] 

5 your production, r i g h t ? 

6 A. No. 

7 Q. I t ' s only going t o increase your costs --

8 A. Yes. 

9 Q. -- from a l l you 1ve j u s t said, and you've t o l d 

10 me a l o t of things about how your costs would be 

11 increased, r i g h t ? So t h a t ' s what I understand. I t ' s 

12 not going t o drown your production. I mean, we can't 

13 approve something l i k e t h a t . 

14 But now you are saying t h a t Yates, Abo and 

15 the r e s t of your c o r r e l a t i v e r i g h t s would be impaired 

16 because costs w i l l increase a s u b s t a n t i a l amount because 

17 of the waterflow, r i g h t ? 

18 A. Yes. And we may not i t might come t o a 

19 p o i n t where we're not able t o d r i l l . And i f we're not 

20 able t o d r i l l or we're not able t o produce i t as --

21 s t i m u l a t e i t or produce i t as e f f i c i e n t l y as we would, 

22 we w i l l lose c o r r e l a t i v e r i g h t s . 

2 3 ' Q. Okay. Now, why d i d n ' t you contest the s a l t 

24 disposal w e l l t h a t was approved i n 2010? Let me now ask 

25 t h a t question. Why d i d n ' t Yates, you know --
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1 A. We should have. I don't know. 

2 Q. Did you get notice? 

3 A. Yes. I be l i e v e -- I believe we d i d . I d i d n ' t 

4 see i t on my desk, but I believe we d i d . We should 

5 have, yeah. 

6 Q . I don 11 know whether I should ask t h a t question 

7 of the geol o g i s t or the land person, because you should 

8 have obj ected t o t h a t i n j e c t i n g i n t o --

9 A. Yes. 

10 Q. -- i n the same zone? 

11 A. Yes. Yes. I t ' s a concern already. 

12 Q. Okay. Now -- e x a c t l y . I n t h a t case, i t 

13 appears t h a t you might come i n and say, Well, i t ' s not 

14 going t o be appropriate, because you are look i n g t o 

15 d r i l l your wells i n a l l these areas you have i d e n t i f i e d , 

16 of which the number one w e l l i s par t of i t , r i g h t ? Yes? 

17 A. Yes. But the t h i n g i s th a t I don't t h i n k we 

18 were aware of -- we d i d n ' t -- u n t i l we s t a r t e d 

19 l o o k i n g -- got t h i s -- t h i s t h i s water disposal and 

20 s t a r t e d doing research, t h a t ' s when we discovered the 

21 other one. 

22 Q. Yeah, I know t h a t . 

23 A. Yeah. 

24 Q. I mean, thin g s happen. 

25 A. Yes. 

PAUL BACA PROFESSIONAL COURT REPORTERS 
.. , . bf1b66fe-37cc-4c7d-97d2-8d72f31a3a56 



Page 92 

1 Q. You might not have -- 2010 i s almost three 

2 years. So you were not aware at t h a t time, but now when 

3 you apply 

4 A. This i s going t o cost us. 

5 Q. -- oh, t h i s i s going t o give us a problem. 

6 A. Yes. 

7 Q. That's why you do t h i s . 

8 A. Yes. 

9 Q. I can understand t h a t . 

10 Okay. I don't know who i s operating t h i s 

11 w e l l i n Section 14 and those w e l l s i n Sections 1 and 2. 

12 A. Yeah, those are us, ours. 

13 Q. Now, where do you dispose of the water from 

14 those wells? 

15 A. I t h i n k t h e y g o i n t o our -- we have a water 

16 disposal system. We c a l l i t the L i v i n g s t o n Ridge area, 

17 where we have a disposal area going f a r away. We 

18 c u r r e n t l y have the water disposal j u s t northwest of t h i s 

19 t h a t t h i s one w i l l go i n t o . I t ' s connected t o a system, 

20 and we are adding water disposal i n t o i t . I t ' s going 

21 through a p i p e l i n e i n t o our own water disposal system. 

22 Q. So i t goes- through a closed-loop system t h a t 

23 you produce from those two h o r i z o n t a l w e l l s . They go 

24 through a close-looped system o f f - l e a s e somewhere to be 

25 disposed?-
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1 A. No. The closed-loop system i s during the 

2 d r i l l i n g phase,'because we don't have p i t s . We have the 

3 closed-loop system, where you have your mud weight and 

4 going through. 

5 During the production phase, the produced 

6 water goes i n t o a water p i p e l i n e , but i t 1 s connected t o 

7 our water system, and i t ' l l be t r a n s f e r r e d i n t o a water 

8 disposal w e l l t h a t we have other places. 

9 Q. You don't t r u c k them? 

10 A. Not these ones. There are wells t h a t we do 

11 t r u c k , but not these two -- not those two. 

12 Q. Do you have a disposal w e l l t h a t you park [ s i c ] 

13 i n --

14 A. Yes. 

15 Q. They are not located i n t h i s neighborhood? 

16 A. I t ' s --we j u s t f i n i s h e d one, and we're going 

17 to s t a r t i n j e c t i n g i n t o i t , a few miles away. 

18 Q. I s i t i n the Cherry or where i s i t 

19 i n j e c t i n g ? 

20 A. Yes. I t ' s a much, much smaller i n t e r v a l 

21 than -- i t ' s ' i n the -- i t ' s i n the B e l l Canyon, below 

22 the productive upper B e l l Canyon, Farber [ s i c ] . 

23 Q. These wells -- r i g h t now, these w e l l s are not 

24 captured i n the h a l f - m i l e area of review, but -- I don't 

25 know. They are not i n the area of review, r i g h t ? 

1 -

PAUL BACA PROFESSIONAL COURT REPORTERS 
bf.1 b66fe-37cc-4 C7d-97d2-8d72f31 a3a56 



Page 94 

1 A. No. 

2 Q. I mean, these w e l l s are the ones proposed? 

3 A. Yes, because they have not been approved yet. 

4 They have been submitted, but they're not approved yet, 

5 so they're not i n the --

6 Q. Area of review? 

7 A. No. 

8 Q. Are you saying t h a t there w i l l be one-haIf mile 

9 of t h a t w e l l , or --

10 A. Yeah, the Fearless w i l l be. 

11 Q. The Fearless #1H? 

12 A. Yes. I t ' s marked here i n the -~ i t ' s the top 

13 of the red l i n e i n Section 23. 

14 Q. Okay. Because they are new wells t o be 

15 d r i l l e d --

Yes. 

so they weren't seen by Mesquite, the w e l l 

16 A 

17 Q 

18 there? 

19 A. Yes. 

20 Q. So t h a t w i l l be w i t h i n the h a l f - m i l e of the 

21 area of review, correct? 

22 A. I believe so. 

23 Q. This i s the diagram you depicted here --

24 A. Yes. 

25 ' Q. - - w i thou t s a l t w a t e r d i s p o s a l . 
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1 W i l l t h i s w e l l schematic change i f you 

2 ' s t a r t i n j e c t i n g i n t o the Saltwater Disposal #3? 

3 A. Yes. I f i f -- i f the i t w i l l depend on 

4 the amount of flow t h a t we see. I f we're able t o 

5 c o n t r o l i t w i t h j u s t adding the -- c o n t r o l l i n g i t w i t h 

6 the mud weight, we w i l l keep t h i s -- t h i s -- t h i s 

7 wellbore p r o f i l e . I t ' s the most optimum f o r us. For 

8 productionwise, s t i m u l a t i o n - w i s e , d r i l l i n g - w i s e and 

9 costwise, t h i s i s the best way of doing i t . 

10 I f the waterflow increases s i g n i f i c a n t l y , 

11 we would have t o set a d i f f e r e n t -- an extra set of 

12 casing. We have t o set a d d i t i o n a l casing below the 

13 i n j e c t i o n i n t e r v a l , and t h a t w i l l change t h i s -- t h i s 

14 wellbore. Also, we would change the grade of the casing 

15 i f there i s H2S present. We w i l l have t o upgrade the 

16 casing. 

17 Q. I n your mind, can you give me an estimate how 

18 much t h i s w i l l cost Yates, Abo and the re s t by t h i s 

19 process of i n j e c t i n g i n t o the SWD #3? I t ' s an estimate, 

20 because I haven't done work there. What do you t h i n k i t 

21 would be?. 

22 A. I would estimate probably, i n i t i a l l y , when i t ' s 

23 a moderate flow, not a high flow, because t h a t can be --

24 you can t a l k m i l l i o n s . I mean, you may lose your w e l l 

2 5 and everything. 
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I f i t ' s a low t o moderate flow, i t w i l l 

2 cost -- the extra casing, cementing would probably be 

3 3-, $400,000 per w e l l . The mud cost would probably be 

4 an a d d i t i o n a l h a l f a m i l l i o n . Well, i f you go up w i t h a 

5 higher grade of H2S, i t becomes a r e a l problem. I'm not 

6 very sure how much e x t r a . That would increase the 

7 

8 

numbers t h a t I gave you f o r the casing. 

Then, of course, you'd have t o rent an 

9 a d d i t i o n a l -- a d d i t i o n a l d r i l l pipe, d r i l l i n g through 

10 H2S formations, which w i l l -- you're t a l k i n g -- and then 

11 long-term c o r r o s i v e , f i x i n g casing, casing remedial 

12 work. I mean, i t w i l l be s i g n i f i c a n t . 

13 Q. In c l u d i n g — not d r i l l i n g the w e l l i n the f i r s t 

14 place --

15 A. Yes. 

16 Q. -- because t h a t ' s not a problem. 

17 A. Yes . 

18 Q. You said t h a t . 

19 A. Yes. Easily over a m i l l i o n d o l l a r s . 

20 Q. What d i d you say? 

21 A. I t would be an easy m i l l i o n d o l l a r s e x t r a . 

22 EXAMINER EZEANYIM: Okay. I t h i n k I have 

23 a l l the inf o r m a t i o n I need. You may be excused. 

24 MR. LARSON: Mr. Examiner, can I --

25 EXAMINER GOETZE: You want t o r e d i r e c t ? 
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1 MR. LARSON: Couple of follow-up questions. 

2 REDIRECT EXAMINATION 

3 BY MR. LARSON: 

4 Q. Do you agree w i t h Mr. Morrison t h a t the world 

5 has changed since Mesquite f i l e d i t s a p p l i c a t i o n i n 

6 2010, and --

7 A. Yes. 

8 Q. -- Yates has done a new d r i l l i n g program since 

9 t h a t f i r s t — 

10 A. Yes. We've discovered some a d d i t i o n a l sands i n 

11 the Bone Spring, and t h a t has made i t much more 

12 i n t e r e s t i n g . 

13 Q. And do you have any basis t o disagree w i t h 

14 Mr. Fly t h a t the Fearless i s j u s t outside the h a l f - m i l e 

15 area of review? 

16 A. Oh. No. I was j u s t l o o k i n g at the map. I t 

17 might be j u s t outside. 

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

19 EXAMINER GOETZE: Any more a d d i t i o n a l 

20 questions? 

21 MR. BRUCE: Not of t h i s witness, 

22 Mr. Examiner. 

23 • EXAMINER GOETZE: ' We're done w i t h t h i s 

24 witness, then. 

25 Thank you. 
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1 MR. BRUCE: With your permission, 

2 Mr. Examiner, I would l i k e t o r e c a l l Dr. Havenor simply 

3 because Yates has brought up s t u f f t h a t we haven't heard 

4 about before, and I j u s t have three questions. 

5 EXAMINER GOETZE: Very good. Bring your 

6 witness up. And t h i s witness has been p r e v i o u s l y 

7 q u a l i f i e d . 

8 KAY HAVENOR, Ph.D., 

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

10 r e c a l l e d and was questioned and t e s t i f i e d as 

11 f o l l o w s : 

12 DIRECT EXAMINATION 

13 BY MR. BRUCE: 

14 Q. Mr. Havenor, you l i s t e n e d t o the Yates 

15 engineering witness; d i d you not? 

16 A. Yes. 

17 Q. And t h e i r geologic witness; d i d you not? 

18 A. Yes. 

19 Q. What about the upper Olds; would Mesquite 

20 i s o l a t e the upper Olds w i t h casing? 

21 A. I t ' s our i n t e n t t o do t h a t . 

22 Q. So you would not a f f e c t the producing 

23 p o t e n t i a l --

24 A. No. 

25 ' Q. - - producing upper Olds? 
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1 A. That's c o r r e c t . That was the o r i g i n a l plan. 

2 Q. And what about H2S i n t h i s area; have you 

3 checked i n t o t h at? 

4 A. We have not encountered any i n our operations, 

5 no. 

6 Q. S o t h e r e should be no a f f e c t on d r i l l i n g as a 

7 r e s u l t of the H2S i n t h i s area? 

8 A. Not through the i n t e r v a l s t h a t we would be 

9 involved w i t h . 

10 Q. And what about -- what i s your — they asked 

11 you about waterflow. I s i t possible there w i l l be no 

12 waterflow at a l l ? 

13 A. None at a l l would be -- I can't -- I can't 

14 address t h a t . 

15 Q. Sure. 

16 A. However, i t ' s s i g n i f i c a n t movement of water 
17 through the system that i s t a k i n g place at the present 

18 time. And I would also p o i n t out t h a t i t i s mostly Bone 

19 Spring water t h a t i s being disposed of i n th a t i n t e r v a l , 

20 and the chemistry of the two are q u i t e comparable. 

2 1 - Q. Okay. So, number one, you don't see any 

22 c o m p a t i b i l i t y problems between the Bone Spring and the 

23 i n j e c t i o n formation water, correct? 

24 A. Correct. 

25 Q. And so t h a t s h o u l d n ' t lead to any increased 
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1 type of w e l l costs, d r i l l i n g costs? 

2 A . I wouldn't t h i n k so. 

3 Q. And then you were t a l k i n g about waterflow. I 

4 t h i n k you mentioned i n your d i r e c t testimony t h a t 

5 waterflow already occurs throughout the Bone Spring. 

6 A. Yes. 

7 Q. So i t already e x i s t s ? 

8 A. Let's go back. You said Bone Spring? 

9 Q. I m e a n i n t h e Delaware. 

10 A. I n t h e Delaware, yes. 

11 Q. There's already waterflow. I t h i n k you said i t 

12 goes from southeast -- east, southeastward --

13 A. D i r e c t i o n , yes. 

14 Q. -- d i r e c t i o n . 

15 So waterflow i s already an issue t h a t an 

16 operator has t o address w i t h d r i l l i n g through the 

17 Delaware? 

18 A. Yes, bur i n varying degrees as you go through 

19 the formations. 

2 0 Q. The various subparts of the Delaware? 

21 . A. Of the Delaware, yes. 

22 Q. But i t already e x i s t s ? 

23 A. Yes.' 

24 Q. And, again , the Paducah SWD #1 • i s on vacuum to 

25 t h i s day, even a f t e r 5 m i l l i o n b a r r e l s were i n j e c t e d ? 
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1 A. Yes. 

2 Q. So there's q u i t e a large capacity of the 

3 Delaware t o absorb water? 

4 A. Yes. I t c e r t a i n l y has been doing i t . 

5 MR. BRUCE: That's a l l I have, 

6 Mr. Examiner. 

7 EXAMINER GOETZE: Do you have any 

8 questions? 

9 MR. LARSON: I don't, Mr. Examiner. 

10 EXAMINER EZEANYIM: Yeah, I do. 

11 EXAMINER GOETZE: Very good. 

12 CROSS-EXAMINATION 

13 BY EXAMINER EZEANYIM: 

14 Q. Dr. Havenor, can you give me an idea how much 

15 H2S i s contained i n t h i s produced water? 

16 A. Just what comes out of the -- b a s i c a l l y what 

17 would come out of the Bone Spring. And we have not had 

18 any con d i t i o n s i n the d r i l l i n g of -- or the reen t r y --

19 w e l l , the d r i l l i n g of one and the reen t r y of the 

20 o r i g i n a l s a l t w a t e r . d i s p o s a l w e l l , we had no problems 

21 w i t h H2S through the Delaware zone t h a t we- worked in,• 

22 which was the B e l l Canyon and the Cherry Canyon. 

23 Q. Okay. Now, you you j u s t s t a ted, again, from 

24 your experience t h a t there i s no c o m p a t i b i l i t y issues 

25 between the Bone Spring-produced water and the B e l l 
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1 Canyon and Cherry Canyon. To complete Form C-108, we 

2 are going t o re q u i r e t h a t we get t h a t water a n a l y s i s . 

3 We need i t as p a r t of the C-108. 

4 A. And from — 

5 Q. I mean, I know I l e t me agree w i t h you, 

6 because you have the ex p e r t i s e . But I want t o see i t on 

7 paper, so I can agree w i t h you t o t a l l y . So we may have 

8 t o requ i r e you to complete Form C-108 by submitting t h a t 

9 water analysis f o r the Bone Spring or where you i n j ect. 

10 A. Supplement the analysis t h a t we presented 

11 w i t h --

12 Q. Yeah. 
13 A 

14 Q 

15 A 

16 Q 

Okay. 

See what I mean? 

Yes, s i r . 

I mean, i f you ask me, I s t h i s going t o prevent 

17 waste, I say yes. But i f you don't t e l l me how i t w i l l 

18 prevent waste, I ' l l be a mess. So we are going t o get 

19 t h a t from you as a supplement, r i g h t ? 

20 A.• I w i l l f i n d i t some way. 

21 Q. Okay. Well, you can f i n d i t . • You can f i n d a • 

22 bunch of places t o get --

23 A. But i t ' s -- i t ' s been handled. The analyses we 

24 submit have not been handled as produced water. 

25 Q. How i s i t handled? 
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1 A. I t ' s trucked from m u l t i p l e w e l l s , and I 

2 would --

3 Q. That's the problem, Dr. Havenor. That i s the 

4 problem. I t ' s trucked from everywhere. I t might not 
5 even be from the Bone Spring. I f I want t o operate --

6 say I have a con t r a c t t o give you Bone Spring water, 

7 what says I can't give you my Morrow water so you can 

8 put i t i n there? Who knows, because i t ' s being trucked? 

9 I t i s not a closed system. I t ' s trucked from 

10 everywhere. 

11 A. Then -- then t o s a t i s f y t h a t request, would i t 

12 be a l l r i g h t f o r us t o j u s t grab a couple of samples of 

13 the water being disposed t h a t comes from --

14 Q. That's e x a c t l y what we're asking f o r . 

15 A. Okay. That can be done e a s i l y . 

16 Q. Because you might catch something. That's not 

17 r e a l l y my c l i e n t ' s water. You might see something 

18 d i f f e r e n t . I'm not saying t h a t , you know, operators can 

19 do whatever they want, but i f I'm there, who said I 

2 0 can't give you my Morrow water and say anything about i t 

21 and put i t in-there? - • 

22 A. Well, i t would be Mesquite's water when i t ' s 

23 grabbed. 

24 Q. Yeah, I know. I ' m not saying i t ' s going to 

25 happen, but I need the water a n a l y s i s . I 'know you do 
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1 t h i s a l l the time, and you do i t very w e l l . And 

2 sometimes because of -- when you say, Yeah, no 

3 c o m p a t i b i l i t y , I tend t o agree w i t h you, but we need t o 

4 see i t on paper. 

5 A. Yes, s i r . 

6 EXAMINER EZEANYIM: Any f u r t h e r questions, 

7 comments, c l o s i n g statements? Anything? 

8 EXAMINER GOETZE: This i s your o p p o r t u n i t y . 

9 MR. BRUCE: Mr. Larson, were you i n t e n d i n g 

10 t o do a c l o s i n g argument? 

11 MR. LARSON: A c t u a l l y , I wanted t o b r i n g 

12 Mr. Morrison back up to address your issue about the 

13 Farber Working I n t e r e s t Unit, one or two questions. 

14 That's i t . 

15 EXAMINER GOETZE: Done w i t h t h i s witness. 

16 THE WITNESS: Thank you. 

17 MR. BRUCE: Before he gets up there, 

18 Mr. Examiner, I t h i n k you know what the issues are. I 

19 wasn't planning on making a c l o s i n g argument. 

20 EXAMINER EZEANYIM: I,would l i k e t o get --

21- give me your card. I'm not f a m i l i a r w i t h you guys. 

22 Give me your card, so I can contact you i f I need t o 

23 have a question. Give me your card before you go. 

24 EXAMINER GOETZE: Mr. Morrison, you've been 

25 sworn i n and so q u a l i f i e d . 
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1 ROBERT MORRISON, 

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

3 r e c a l l e d and was questioned and t e s t i f i e d as 

4 f o l l o w s : 

5 DIRECT EXAMINATION 

6 BY MR. LARSON: 

7 Q. Mr. Morrison, I t h i n k you've heard Examiner 

8 Ezeanyim's concerns about the i n t e r e s t w i t h i n t h i s 

9 Farber Working I n t e r e s t Unit. And I believe your 

10 testimony was t h a t under a j o i n t operating agreement, 

11 you have 100-percent p a r t i c i p a t i o n i n the working 

12 i n t e r e s t u n i t ; i s t h a t correct? 

13 A. I can't t e s t i f y t o anything outside of the 

14 working i n t e r e s t u n i t , but informed t h a t we have a 

15 c o n t r a c t u a l i n t e r e s t outside of the working i n t e r e s t 

16 u n i t , but I can't t e s t i f y t o anything outside of t h a t . 

17 Q. I u n d e r s t a n d . 

18 A. I'm not informed as to t h a t . 

19 MR. LARSON: Maybe I should ask Examiner 

20 Ezeanyim t o ask you d i r e c t l y , because t h a t ! s how I 

21 understood your question. 

22 CROSS-EXAMINATION 

23 BY EXAMINER EZEANYIM: 

24 Q. You are not supposed t o t e l l me outside the 

25 u n i t . We are t a l k i n g about i n s i d e the u n i t . 
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1 A. Right. And your mention of the p a r t i c i p a t i n g 

2 area confused me, so could you --

3 Q. Oh, okay. I f you look at you d i d t h i s , 

4 r i g h t ( i n d i c a t i n g ) ? 

5 A. Yes, s i r . 

6 Q. Okay. Now, l e t me look at t h i s . I'm lo o k i n g 

7 at -- oh, man, I have t o go t o school f o r c o l o r . 

8 MR. LARSON: The co l o r purple. 

9 Q. (BY EXAMINER EZEANYIM) I f you look at the 

10 purple, a l l those wells i n the Farber Working I n t e r e s t 

11 Unit --

12 A. Yes, s i r . 

13 Q. ~ I can see a l o t of proposed wells t h a t you 

14 t r i e d t o — 

15 A. Yes, s i r . 

16 Q. -- t h a t you are seeking f o r an APD. 

17 A. Correct. 

18 Q. Most o f them, I want t o have my - most o f 

19 t h o s e w e l l s - -

20 A. Yes, s i r , t h e r e a r e s e v e r a l . 

21 Q. There are s e v e r a l t h a t - a r e g o i n g t o have my - - • 

22 so t h a t u n i t , t o be a b l e t o a p p l y f o r an APD, t h e r e i s 

23 an agreement t o do a m i l e - a n d - a - h a l f l o n g w e l l , because 

24 as we s t a r t e d here t o d a y , we d o n 1 1 have any i d e a - - you 

25 know, you d i d n ' t come i n t o ask us t o a l l o w you t o f u n d 
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1 those w e l l s , r i g h t ? 

2 A. Right. 

3 Q. So you formed them by v o l u n t a r y agreement, 

4 r i g h t ? 

5 A. Correct. 

6 Q. Are those w e l l s now being d r i l l e d by v o l u n t a r y 

7 agreement ? 

8 A. Yes, s i r . I t e s t i f i e d t o as to the working 

9 i n t e r e s t u n i t , yes, they have t h a t agreement. My 

10 knowledge as to what -- what agreements have been i n 

11 place outside -- whereas, the surface hole i s outside of 

12 the working i n t e r e s t u n i t , there are -- there i s an 

13 agreement i n place where th a t i s being worked on to get 

14 the agreement i n place, but I cannot t e s t i f y as t o 100 

15 percent of --

16 Q. Okay. Let's take t h i s w e l l i n Sections 24 and 

17 25, tha t w e l l . That i s an agreement f o r a 

18 mile-and-a-half w e l l , r i g h t ? 

19 A. Yes. 

20 Q. That's what I'm asking. 

21 A. Okay. 

22 Q. I don't want you to go outside the u n i t , 

23. because outside the u n i t has no relevance i n t h i s case. 

24 I'm t a l k i n g about i n s i d e the u n i t . You see what I mean? 

25' A. Okay.' I don't have my e x h i b i t i n f r o n t of me. 
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1 Q. You can take mine. 

2 A. Okay. Yes. Yes. Within 24, yes. 

3 Q. They are a l l formed by v o l u n t a r y agreements? 

4 A. Yes. Correct. 

5 Q. You know, I said i t before, t h a t i t might not 

6 be relevant i n t h i s case, but I wanted to know how those 

7 w e l l s are being d r i l l e d , because -- both of them now. 

8 That way you don't have a vo l u n t a r y agreement. They a l l 

9 come here asking t o form t h a t u n i t --

10 A. Right. 

11 Q. -- and then compulsory pool i t . So we are 

12 t r y i n g t o decide what we're going t o do by asking these 

13 questions. 

14 A. Yes, s i r . 

15 Q. B e c a u s e i f you guys form two-mile, three-mile, 

16 100-mile, one-half mile, everybody agrees. You don't 

17 have to come here. A l l you have to do i s l i k e you d i d , 

18 f i l l i n Form C-102 and apply t o the BLM or to the s t a t e , 

19 whatever. 

20 A. Right. 

21 Q. But when i t comes t o decide t h a t , when somebody 

22 i s o b j e c t i n g , t h a t ' s when you are coming here. So i f 

23 there i s no disagreement -- I understand here there i s 

24 an agreement. You are going t o d r i l l those w e l l s under 

25 the j o i n t operating agreements, r i g h t ? 
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1 A. Correct. 

2 Q. That's r e a l l y when I'm going t o ask questions. 

3 People t h i n k I'm t r y i n g t o put them on a pedestal. No. 

4 I'm t r y i n g t o get some f a c t s i f we are going t o do 

5 something. 

6 EXAMINER EZEANYIM: That's r e a l l y what I'm 

7 t r y i n g t o do, Mr. Larson. 

8 MR. LARSON: Understood. And he would be 

9 the one t o address your questions t o . 

10 EXAMINER EZEANYIM: Thank you. Continue i f 

11 you have more questions. 

12 MR. LARSON: That's a l l I have. 

13 EXAMINER GOETZE: Any more questions? 

14 The witness i s excused. Thank you. 

15 Any other testimony t o be brought? 

16 MR. BRUCE: No, s i r . 

17 MR. LARSON: No, s i r . 

18 EXAMINER GOETZE: Then w e ' l l take case 

19 14 979 under advisement, and t h i s i s the end of today's 

20 hearings. 

21 • (Case Number 14979 concludes, 11:41 a.m.) 

22 

23 
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