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WHEREUPON, the f o l l o w i n g proceedings were had a t 

10:02 a.m.: 

EXAMINER JONES: Okay, l e t ' s c a l l Case Number 

13,891, A p p l i c a t i o n of Petrohawk Energy Corporation f o r 

a u t h o r i z a t i o n t o r e a c t i v a t e a w a t e r f l o o d p r o j e c t , Lea 

County, New Mexico. 

C a l l f o r appearances. 

MR. CARR: May i t please the Examiner, my name i s 

W i l l i a m F. Carr w i t h the Santa Fe o f f i c e o f Holland and 

Hart, L.L.P. We represent Petrohawk Energy Corporation i n 

t h i s matter, and I have one witness. 

EXAMINER JONES: Any other appearances? 

W i l l the witness please stand t o be sworn? 

(Thereupon, the witness was sworn.) 

ALBERTO A. GUTIERREZ, 

the witness h e r e i n , a f t e r having been f i r s t d uly sworn upon 

h* oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e your name f o r the record, please? 

A. Yes, my name i s A l b e r t o A. Gu t i e r r e z . 

Q. Mr. Gutierrez, where do you reside? 

A. Albuquerque, New Mexico. 

Q. By whom are you employed? 

A. Geolex, Incorporated. 
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Q. And what i s the r e l a t i o n s h i p of Geolex w i t h the 

Ap p l i c a n t , Petrohawk Energy Corporation? 

A. We are consultants t o Petrohawk. 

Q. And what were you asked t o do? 

A. We were asked t o prepare an a p p l i c a t i o n f o r a 

C-108, a p p l i c a t i o n f o r r e a c t i v a t i n g a w a t e r f l o o d p r o j e c t i n 

the Queen formation i n the Eunice-Seven Rivers area. 

Q. Have you pr e v i o u s l y t e s t i f i e d before the New 

Mexico O i l Conservation Division? 

A. Yes, I have. 

Q. At the time of t h a t testimony, were your 

c r e d e n t i a l s as an expert witness accepted and made a matter 

of record? 

A. They were. 

Q. And you were q u a l i f i e d as an expert i n petroleum 

geology and hydrogeology; i s t h a t r i g h t ? 

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

Q. Are you f a m i l i a r w i t h the A p p l i c a t i o n f i l e d i n 

t h i s case on behalf of Petrohawk? 

A. Yes, we prepared i t . 

Q. And have you made a study of the area t h a t i s the 

subj e c t of t h i s A p p l i c a t i o n ? 

A. We have. 

Q. Are you prepared t o review your work w i t h Mr. 

Jones? 

STEVEN T. BRENNER, CCR 
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A. Yes, I am. 

Q. I s a summary of your education and experience 

marked as Petrohawk E x h i b i t Number 1 i n t h i s case? 

A. Yes, i t i s . 

MR. CARR: May i t please the Examiner, we tender 

Mr. Gutierrez as an expert i n petroleum geology and 

hydrogeology. 

EXAMINER JONES: Mr. Gutierrez i s an expert i n 

petroleum geology and hydrogeology. 

Q. (By Mr. Carr) Would you b r i e f l y summarize f o r 

Mr. Jones what i t i s t h a t Petrohawk seeks w i t h t h i s 

A p p l i c a t i o n ? 

A. Yes, Petrohawk has acquired the producing 

i n t e r e s t s i n a v a r i e t y of w e l l s i n t h i s area. The sub j e c t 

w e l l s of t h i s A p p l i c a t i o n were p a r t of a former w a t e r f l o o d , 

o r i g i n a l l y a c t u a l l y authorized as a w a t e r f l o o d , some 

p o r t i o n of these w e l l s , back i n 1967. I t was operated f o r 

a very s h o r t p e r i o d of time, and then Sun r e - a p p l i e d and 

obtained a permit t o operate a c t u a l l y a l a r g e r number than 

what i s being proposed here, of these w e l l s as w a t e r f l o o d 

w e l l s back i n 1983 and 1984. 

And b a s i c a l l y the w e l l s have been t e m p o r a r i l y 

abandoned f o r some time now, and Petrohawk i s seeking 

a u t h o r i z a t i o n t o b a s i c a l l y r e a c t i v a t e t h i s w a t e r f l o o d and 

e s s e n t i a l l y as a p i l o t p r o j e c t f o r what they u l t i m a t e l y 
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w i l l apply f o r a l a r g e r w a t e r f l o o d i n t h i s area, i f i t 

works out a p p r o p r i a t e l y . 

Q. Mr. Gutierrez, i s Petrohawk E x h i b i t 2 a 

co m p i l a t i o n of p r i o r D i v i s i o n orders .approving w a t e r f l o o d 

operations i n t h i s area? 

A. Yes, i t i s . 

Q. And these orders a c t u a l l y have p r e v i o u s l y 

approved i n j e c t i o n i n each of the f i v e w e l l s t h a t are the 

subject of today's hearing; i s n ' t t h a t c o r r e c t ? 

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

Q. What i s the cu r r e n t status of t h i s p r o j e c t ? 

A. The w e l l s c u r r e n t l y — l i k e I s a i d , t he 

i n j e c t i o n , the l a s t round of i n j e c t i o n i n these w e l l s , was 

done i n the mid-1980s and completed i n the mid-1980s. Some 

of the w e l l s have produced some small amounts since then, 

but they have been t e m p o r a r i l y abandoned f o r a number of 

years. 

Q. Did you prepare the g e o l o g i c a l p o r t i o n of 

Petrohawk's A p p l i c a t i o n ? 

A. Yes, Mr. Hunter and I d i d . 

Q. And t h a t A p p l i c a t i o n has been marked as Petrohawk 

E x h i b i t Number 3? 

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

Q. I s the ge o l o g i c a l i n f o r m a t i o n contained behind 

Tab F? 
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A. I t i s . 

Q. Could you r e f e r t o the i n f o r m a t i o n behind t h a t 

t a b and g e n e r a l l y describe the geology of the Queen 

formation i n the area t h a t i s the subject of t h i s 

A p p l i c a t i o n ? 

A. I ' d be happy t o . B a s i c a l l y , the area here i n 

Township 22 South, Range 3 6 East, i s a long-standing 

producing area from the Seven Rivers-Queen formations, and 

the l o c a l s t r a t i g r a p h y there i s b a s i c a l l y what we see i n 

the k i n d of back-reef deposits i n t h i s p o r t i o n of the 

Permian Basin. We have e s s e n t i a l l y the R u s t l e r f o r m a t i o n , 

the Salado, and then the A r t e s i a group which c o n s i s t s of 

the T a n s i l , Yates, Seven Rivers, Queen, Grayburg, and then 

u n d e r l a i n by the San Andres. 

Those were r e a l l y the only formations we looked 

a t f o r t h i s p r o j e c t because the w a t e r f l o o d i s i n j e c t e d — 

i s proposed s t r i c t l y i n the Queen formation. That's the 

basic general s t r a t i g r a p h y . 

The Queen formation i t s e l f i s b a s i c a l l y both 

s i l i c i o u s k i n d of c l a s t i c r e s e r v o i r s layered w i t h 

carbonates i n t h i s area, and i t ' s u n d e r l a i n by the 

Grayburg, which i n t h i s area has some both evaporites a t 

the very top and also some s i l t s t o n e s before you get i n t o 

the more permeable p o r t i o n of the Grayburg. 

Overlain — As I mentioned, the A r t e s i a group i s 

STEVEN T. BRENNER, CCR 
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o v e r l a i n by the Salado, about 1500 f e e t t h i c k s a l t here, 

and then the Rustler above i t . 

Q. And behind Tab F you have a w r i t t e n summary of 

the g e o l o g i c a l presentation and the supporting e x h i b i t s ; i s 

t h a t r i g h t ? 

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

Q. Generally, what are your g e o l o g i c a l conclusions 

as t o the s u i t a b i l i t y of t h i s formation f o r a w a t e r f l o o d 

p r o j e c t ? 

A. There i s a s i g n i f i c a n t and massive r e g i o n a l s a l t 

seal of the Salado formation. We have good p o r o s i t y i n the 

Queen formation, and there are no r e a l c o m p l i c a t i n g 

s t r u c t u r e s or f a u l t s i n the area, so — and as I mentioned 

i n t h i s area, the Grayburg t h a t u n d e r l i e s the Queen has 

also got some p e r m e a b i l i t y b a r r i e r s , so my conclusion i s 

t h a t the Queen w i l l be a good t a r g e t f o r t h i s w a t e r f l o o d 

p r o j e c t . 

Q. Let's go now t o the a c t u a l A p p l i c a t i o n f o r 

a u t h o r i z a t i o n t o i n j e c t , and f i r s t could you advise Mr. 

Jones what i s the status of the land i n which t h i s p r o j e c t 

w i l l be conducted? 

A. Well, r e a l l y the land i s a mixture of s t a t e , 

f e d e r a l and fee minerals, depending on the area, but the 

area of — these w e l l s i n p a r t i c u l a r are l a r g e l y staked i n 

f e d e r a l . 
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Q. Does Petrohawk have a l l necessary r i g h t s t o use 

the lands f o r t h i s p r o j e c t , i f approved by the OCD? 

A. They do, and they are indeed op e r a t i n g w e l l s on 

these leases a t the present time. 

Q. Now E x h i b i t Number 3 i s the C-108 A p p l i c a t i o n . 

I s t h i s A p p l i c a t i o n complete? 

A. I t i s . 

Q. Have you reviewed t h i s proposed p r o j e c t w i t h the 

O i l Conservation D i v i s i o n ? 

A. Yes, I discussed t h i s p r o j e c t w i t h Mr. Catanach 

when we thought o r i g i n a l l y t h a t he would be the hearing 

o f f i c e r a t t h i s time, but he and I t a l k e d about t h i s and 

another Petrohawk p r o j e c t . 

Q. And why i s t h i s A p p l i c a t i o n — why d i d t h i s 

A p p l i c a t i o n a c t u a l l y come on f o r hearing? 

A. Well, you know, under the OCD Rules t h i s would 

q u a l i f y f o r an a d m i n i s t r a t i v e approval, but when I spoke t o 

Mr. Catanach he said t h a t the p o l i c y c u r r e n t l y a t OCD i s 

t h a t any w a t e r f l o o d t h a t ' s been i n a c t i v e f o r more than 15 

months w i l l — i s a u t o m a t i c a l l y set f o r hearing. So here 

we are. 

Q. Now t h i s i s not t e c h n i c a l l y an expansion of an 

e x i s t i n g p r o j e c t , i s i t ? 

A. No, i t i s not. 

Q. I t ' s simply a r e a c t i v a t i o n of a p o r t i o n of 

STEVEN T. BRENNER, CCR 
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p r e v i o u s l y approved i n j e c t i o n — an i n j e c t i o n p r o j e c t ? 

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

Q. Let's go t o the p l a t s behind Tabs B and C i n 

E x h i b i t Number 3, and I ' d ask you j u s t t o i d e n t i f y those 

f o r the Examiner. 

A. Yes, l e t ' s s t a r t w i t h Tab B. Pursuant t o the 

requirements of the C-108 A p p l i c a t i o n , the f i r s t f i g u r e i n 

Tab B i s the w e l l s t h a t are i d e n t i f i e d w i t h i n two miles of 

the proposed w a t e r f l o o d . As you can see, there's many 

w e l l s i n t h a t area. Many have already been plugged, most 

of them are w e l l s t h a t are producing out of a v a r i e t y of 

the formations, the Seven Rivers, Queen and some Grayburg, 

but mostly Seven Rivers, Queen. 

The second f i g u r e i s the l o c a t i o n of the proposed 

water w e l l s and a l l of the — s p e c i f i c a l l y a l l of the w e l l s 

l o c a t e d w i t h i n h a l f a mile of the proposed w a t e r f l o o d 

w e l l s . You can see i t ' s k i n d of an odd-shaped c i r c l e , 

because i t ' s the confluence of the h a l f m i l e of each of the 

w a t e r f l o o d w e l l s . 

And behind Tab C we have the land s t a t u s t h e r e . 

You can see who has the leases and what the lease numbers 

are f o r the leases i n the area. And then — f o r the h a l f 

m i l e . 

And then the l a r g e r area, Figure 4, has the 

l o c a t i o n of leases w i t h i n two miles. That i s f o l l o w e d by a 

STEVEN T. BRENNER, CCR 
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d e t a i l e d l i s t i n g of the o i l and gas leases and the surface 

owners i n those areas. 

Q. Does E x h i b i t 3 contain the i n f o r m a t i o n r e q u i r e d 

by the O i l Conservation D i v i s i o n f o r each of the w e l l s i n 

any of these areas of review t h a t penetrate the i n j e c t i o n 

zone? 

A. Yes, and the d e t a i l e d i n f o r m a t i o n i s l o c a t e d 

behind Tabs D and E, where they are d i v i d e d i n t o w e l l s t h a t 

are e i t h e r plugged or j u s t a c t i v e or t e m p o r a r i l y abandoned. 

Attachment E l , f o r example, are a l l of the w e l l s 

t h a t are a c t i v e or t e m p o r a r i l y abandoned i n the area of 

review, and then there's a yellow page separating t h a t from 

Attachment E2, which i s the data on the w e l l s t h a t are 

plugged i n the area. 

Q. Have you reviewed the data a v a i l a b l e on each of 

the w e l l s i n the areas of review f o r t h i s w a t e r f l o o d 

p r o j e c t and s a t i s f i e d y o u r s e l f there's no remedial work 

r e q u i r e d on any of these w e l l s t o enable Petrohawk t o 

s a f e l y operate the p r o j e c t ? 

A. Yes, I have. 

Q. Let's look at the i n j e c t i o n w e l l s . And the 

i n f o r m a t i o n , I b e l i e v e , i s behind Tab A. Would you go t o 

t h a t i n f o r m a t i o n and review the diagrammatic sketches and 

the general c o n s t r u c t i o n of these w e l l s w i t h the Examiner? 

A. Sure. Let me j u s t step back f o r one moment and 

STEVEN T. BRENNER, CCR 
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j u s t mention t h a t what we have i s a t o t a l of s i x w e l l s t h a t 

we are applying f o r t o use as i n j e c t i o n w e l l s as p a r t of 

t h i s w a t e r f l o o d p r o j e c t . Those w e l l s are l i s t e d on the 

second page — I'm sor r y , the t h i r d page of the A p p l i c a t i o n 

— and they are b a s i c a l l y a l l on the State A A/C Number 2 

lease, and they are Wells 61, 64, 65, 68, 69 and 71. 

And those ar the w e l l s t h a t you w i l l f i n d behind 

Tab A. We have the cu r r e n t wellbore diagram, as w e l l as 

some of the h i s t o r y of the w e l l s , and t h i s i s — the 

well b o r e diagram, how we intend t o complete these w e l l s as 

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

I can go through each one i f you would l i k e , Mr. 

Hearing O f f i c e r , but bottom l i n e i s t h a t b a s i c a l l y the 

w e l l s are a l l w e l l s t h a t are c u r r e n t l y t e m p o r a r i l y 

abandoned but w i l l have a packer placed immediately above 

the Queen p e r f s , and then have some i n e r t f l u i d above the 

packer, probably s a l t w a t e r , and t h e y ' l l be completed a 

shown i n t h i s — they are completed — the casing s t r i n g , 

e t c e t e r a , and the p e r f o r a t i o n s are as shown on these 

diagrams. They c u r r e n t l y are t e m p o r a r i l y abandoned, so 

they don't have a packer i n there f o r i n j e c t i o n , but they 

w i l l have i n j e c t i o n t u b i n g put i n them and a packer. 

Q. And a l l the casing w i l l be cemented, surface, t o 

a depth t o go through a l l the water zones i n the area? 

A. I t already i s , yes. 

STEVEN T. 
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Q. And i n j e c t i o n w i l l be through p l a s t i c - l i n e d or 

-coated tubing? 

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

Q. What i s the composition of the f l u i d t h a t ' s going 

t o be i n j e c t e d ? And you may want t o r e f e r t o Tab G. 

A. Yes, behind Tab G i s the composition of the f l u i d 

t h a t w i l l be i n j e c t e d , and e s s e n t i a l l y these are analyses 

t h a t were taken j u s t a couple months ago from w e l l s i n the 

area where Petrohawk i s producing the water t h a t w i l l go 

i n t o the formation. 

And i n f a c t , behind Tab H i s a d u p l i c a t e of the 

same an a l y s i s because e s s e n t i a l l y the water i s coming out 

of the same formation t h a t i t ' s going t o be i n j e c t e d i n t o . 

So i t i s both the i n j e c t i o n f l u i d as w e l l as the for m a t i o n 

f l u i d . 

Q. Now before we go on w i t h the i n j e c t i o n , l e t me be 

sure I understand your testimony. Each of the i n j e c t i o n 

w e l l s i s going t o have the annular space f i l l e d w i t h an 

i n e r t f l u i d ? 

A. Yes. 

Q. I t w i l l have a pressure gauge on the surface so 

y o u ' l l be complying w i t h Federal Underground I n j e c t i o n 

C o n trol r e g u l a t i o n s ? 

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

Q. And w i l l you also conduct any OCD-required 
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mechanical i n t e g r i t y t e s t s on any of the wells? 

A. Yes, and i n f a c t , the w e l l s have had mechanical 

i n t e g r i t y t e s t s done on them as p a r t of the temporary 

abandonment process, most of them i n 2 003 and one as 

r e c e n t l y as 2005, so... 

Q. What water i n j e c t i o n volumes does Petrohawk 

propose? 

A. We're proposing an average i n j e c t i o n volume of 

about 1000 b a r r e l s a day f o r a l l s i x of the w e l l s , w i t h a 

maximum of 2000. 

Q. W i l l t h i s be an open or closed system? 

A. I t ' s i n a closed system. 

Q. W i l l you be i n j e c t i n g under pressure or by 

g r a v i t y ? 

A. Well, you know, some of the w e l l s could 

o c c a s i o n a l l y take some of the water by g r a v i t y , but I 

en v i s i o n t h a t mostly they w i l l be i n j e c t i n g under pressure. 

Q. What i s the pressure l i m i t a t i o n t h a t you propose 

t o use? 

A. 750 pounds, 750 p . s . i . 

Q. And w i l l t h a t pressure prevent water from 

m i g r a t i n g out of zone? 

A. Yes, t h a t ' s w e l l below the l i t h o s t a t i c pressure 

of about 3800 p . s . i . a t t h a t l o c a t i o n . 

Q. Would an i n j e c t i o n pressure l i m i t a t i o n of .2 
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pound per f o o t of depth t o the top of the i n j e c t i o n 

i n t e r v a l be s a t i s f a c t o r y f o r Petrohawk, a t l e a s t i n i t i a l l y ? 

A. Yes, and t h a t ' s i n f a c t how we came up w i t h the 

750 p . s . i . 

Q. And i f a higher pressure i s r e q u i r e d , you would 

j u s t i f y t h a t t o the D i v i s i o n w i t h a witnessed step r a t e 

t e s t ; i s t h a t correct? 

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

Q. Could you describe the formation water i n the 

proposed i n j e c t i o n zone? And you may already have covered 

t h i s , because i t i s the i n j e c t i o n f l u i d as w e l l , i s i t not? 

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

Q. And what were the TDS on th a t ? 

A. They range from about 10,000 t o roughly 48,000. 

So probably — I t does vary widely i n the area, but I would 

say a good average i s somewhere i n the 20,000 t o 25,000. 

Q. And you're r e i n j e c t i n g i n t o the same for m a t i o n , 

so t h e r e are no c o m p a t i b i l i t y issues f o r t h i s proposal? 

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

Q. Are there freshwater w e l l s i n the area? 

A. There are. 

Q. What i s the — Are there any sources of d r i n k i n g 

water? 

A. There — The Ogallala i s the r e s e r v o i r i n t h a t 

area, and there are — there are no r e a l l y d r i n k i n g water 
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w e l l s located i n the area. 

Behind Tab J, a c t u a l l y , i s a map t h a t shows the 

water w e l l s i n the area, and y o u ' l l see t h a t w i t h i n the 

area of review there's a c t u a l l y three stock w e l l s and then 

one j u s t outside the area of review, and we've shown those 

on the map. 

Q. I n your opinion, w i l l the i n j e c t i o n of water as 

proposed by Petrohawk pose a t h r e a t t o any freshwater 

supplies i n the area? 

A. No. 

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

engineering data on the r e s e r v o i r , and as a r e s u l t of t h a t 

examination have you found any evidence of open f a u l t s or 

hy d r o l o g i c connections between an i n j e c t i o n i n t e r v a l and 

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

A. I have not. I mean, I have reviewed them, but I 

haven't found any open f a u l t s or connections. 

Q. Let's look a t the n o t i c e t h a t was provided. To 

whom was n o t i c e of t h i s A p p l i c a t i o n a c t u a l l y provided? 

A. I t was provided t o the operators as r e q u i r e d by 

the Rules, and they are shown — there's a number of them, 

and they are shown i n E x h i b i t 4, and also the surface owner 

of the pr o p e r t y which, i f I'm not mistaken here, i s the 

State of New Mexico Land O f f i c e . 

Q. I s Petrohawk E x h i b i t 4 a co m p i l a t i o n of r e t u r n 
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r e c e i p t s and n o t i c e l e t t e r s t h a t were sent t o a f f e c t e d 

p a r t i e s concerning today's hearing? 

A. Yes. 

Q. I s Petrohawk E x h i b i t Number 5 an a f f i d a v i t 

c o n f i r m i n g t h a t n o t i c e of t h i s A p p l i c a t i o n has been 

published i n accordance w i t h D i v i s i o n Rules? 

A. Yes. 

MR. CARR: Mr. Examiner, y o u ' l l note t h e r e are 

two n o t i c e s of p u b l i c a t i o n . 

EXAMINER JONES: Okay. 

MR. CARR: The f i r s t n o t i c e , the e a r l i e s t n o t i c e , 

contained an e r r o r . I t described t h i s as a s a l t w a t e r 

d i s p o s a l w e l l instead of a wat e r f l o o d p r o j e c t . We caught 

t h a t , but i t was too l a t e t o allow the f u l l time p e r i o d t o 

run from today. 

We d i d r e n o t i c e i t i n the newspaper, c o r r e c t i n g 

t h a t ad. We t a l k e d t o Mr. Catanach about i t , he suggested 

we do i t . That time w i l l run i n a few days, so a t the 

conclusion of the hearing we do have t o ask t h a t i t be 

continued f o r the two weeks t o allow t h a t n o t i c e p e r i o d t o 

run. 

Q. (By Mr. Carr) Mr. Guti e r r e z , i n your o p i n i o n 

w i l l approval of t h i s A p p l i c a t i o n and the r e a c t i v a t i o n of 

t h i s p o r t i o n of the South Eunice Seven Rivers-Queen 

w a t e r f l o o d p r o j e c t be i n the best i n t e r e s t of conservation, 
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the prevention of waste and the p r o t e c t i o n of c o r r e l a t i v e 

r i g h t s ? 

A. Yes, i t w i l l . 

Q. Were E x h i b i t s 1 through 5 e i t h e r prepared by you 

or compiled under your d i r e c t i o n and supervision? 

A. They were. 

MR. CARR: May i t please the Examiner, a t t h i s 

time we would move the admission i n t o evidence of Petrohawk 

E x h i b i t s 1 through 5. 

EXAMINER JONES: E x h i b i t s 1 through 5 w i l l be 

admitted t o evidence. 

MR. CARR: That concludes my d i r e c t examination 

of Mr. Gut i e r r e z . 

THE WITNESS: Mr. Hearing O f f i c e r , I wanted j u s t 

t o c l a r i f y one issue. As Mr. Carr mentioned, t h e r e was 

t h i s e r r o r i n the n o t i c e , and I want t o e x p l a i n k i n d of how 

t h a t came about, because i t does bear on another case t h a t 

i s pending before the D i v i s i o n f o r an a d m i n i s t r a t i v e 

approval of a sal t w a t e r disposal w e l l i n t h i s area by 

Petrohawk, and t h a t was the confusion. 

We submitted a separate — a f t e r d i s c u s s i n g w i t h 

Mr. Catanach — Petrohawk has two o b j e c t i v e s here. One i s , 

they want t o r e a c t i v a t e t h i s w a t e r f l o o d p r o j e c t f o r the 

purpose, obviously, of eval u a t i n g and determining how i t ' s 

going t o work f o r waterflood purposes. 
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But they also have a — want t o replace a 

for m e r l y used salt w a t e r disposal w e l l i n t h i s area w i t h 

another w e l l t h a t was o r i g i n a l l y p a r t of one of the 

wa t e r f l o o d w e l l s i n t h i s A p p l i c a t i o n , the Well Number 66, 

which i s not a p a r t of t h i s A p p l i c a t i o n . And so we f i l e d a 

separate a p p l i c a t i o n i n the hopes of g e t t i n g t h a t approved 

on a l i t t l e speedier t r a c k so t h a t they could begin t o use 

t h a t as a sa l t w a t e r disposal w e l l w h i l e we knew t h a t t h i s 

one was going t o go t o hearing f o r w a t e r f l o o d . 

So i t was a l i t t l e b i t of confusion when those 

n o t i c e s were put out, and t h a t ' s what occurred, so — j u s t 

so t h a t you would understand what the r e l a t i o n s h i p i s 

between the two pending a p p l i c a t i o n s . 

EXAMINER JONES: Okay, I was going t o ask t h a t 

f i r s t o f f , I t h i n k , about Number 66, because I have i t 

here, and I t h i n k I have everything I need t o release i t 

now, so th e r e was two questions I had on i t . I t h i n k — 

proof of newspaper n o t i c e and r e - — yeah, j u s t 

c l a r i f i c a t i o n . 

EXAMINATION 

BY EXAMINER JONES: 

Q. This p r o j e c t , does i t have a name? 

A. I t doesn't r e a l l y have a name. I t ' s j u s t the 

Queen w a t e r f l o o d p r o j e c t . I don't t h i n k we've given i t a 

s p e c i f i c name. 
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Q. And do you inte n d f o r t h i s — through t h i s 

hearing and maybe the next hearing t o a c t u a l l y q u a l i f y i t 

as a w a t e r f l o o d p r o j e c t w i t h the a b i l i t y t o expand i t i n 

the f u t u r e , a d m i n i s t r a t i v e l y ? I s t h a t your i n t e n t i o n ? Or 

do you in t e n d t o come back and show the r e s u l t s of your 

p i l o t p r o j e c t i n a year or two years? 

A. Well, Mr. Hearing O f f i c e r , t h a t would be the 

D i v i s i o n ' s pleasure. I mean, f r a n k l y , the r e s u l t s of t h i s 

i n i t i a l r e a c t i v a t i o n are going t o determine whether 

Petrohawk i s w i l l i n g t o implement the subsequent planned 

phases of the wate r f l o o d . 

We have done a general — or — "we", being 

Petrohawk, has done general study of the w a t e r f l o o d 

p o t e n t i a l f o r t h i s f i e l d , and the r e s u l t s are p r e t t y 

encouraging. However, the a n t i c i p a t e d c a p i t a l expenditure 

of having t o put i n a v a r i e t y of new a d d i t i o n a l w e l l s t o 

implement the f u l l p r o j e c t i s s u b s t a n t i a l . 

And so, since they have these w e l l s t h a t they 

have c u r r e n t l y , t h a t they're operating, they thought — 

t h e i r engineers thought, w e l l , we can do e s s e n t i a l l y a 

m i n i - p i l o t and f i g u r e out how w e l l i t ' s going t o work and 

then go back and — and I t h i n k i t would be t h e i r i n t e n t t o 

come back and apply f o r an expansion and then determine — 

t h a t would — the D i v i s i o n would have t o determine whether 

t h a t could be done a d m i n i s t r a t i v e l y or whether i t ' s 
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s u f f i c i e n t l y d i f f e r e n t t h a t i t needs t o go t o hearing. 

Q. Okay. Yeah, I t h i n k there's going t o have t o be 

a l o t more — before i t ' s q u a l i f i e d as a w a t e r f l o o d 

p r o j e c t . 

Now I guess we can work on t h i s p i l o t p r o j e c t 

concept r i g h t now, and you're going t o come back i n i n two 

weeks. I r e a l l y l i k e t o see a l o t more than j u s t the — 

b a s i c a l l y the geology and the C-108 f o r something l i k e 

t h i s , because you're t a l k i n g about s t i m u l a t i n g the 

r e s e r v o i r w i t h enhanced recovery, and i t ' s going t o a f f e c t 

the owners and the — you know, we had some testimony about 

you n o t i c e d everybody w i t h i n the — I guess the h a l f - m i l e 

r a d i u s . 

But you know, you have t h i n g s l i k e u n i t 

parameters and s t u f f t o t a l k about when — e s p e c i a l l y i f we 

— you might need t o help me out here a l i t t l e b i t , but 

we're used t o seeing a l o t more when somebody comes i n 

f o r — Now f o r a p i l o t , you know, maybe — maybe something 

l i k e t h i s can be — i t ' s a good idea. I t h i n k Petrohawk's 

t o be applauded f o r coming i n t o an o l d f l o o d , w a t e r f l o o d , 

and r e s u r r e c t i n g i t . 

And you're t h e i r sole r e p r e s e n t a t i v e here today; 

i s t h a t c o r r e c t ? 

A. That's c o r r e c t . U n f o r t u n a t e l y , the p r o d u c t i o n 

manager, Mr. Chris Morrow, wanted t o be here today, but he 
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had a f a m i l y emergency so he j u s t couldn't be here. But — 

Q. Yeah. 

A. — the issue i s t h a t , I t h i n k — and t h i s i s what 

we discussed w i t h Mr. Catanach when we o r i g i n a l l y t a l k e d 

about t h i s w i t h the D i v i s i o n , and t h a t was t h a t because 

t h i s had been a p r e v i o u s l y approved w a t e r f l o o d p r o j e c t , 

t h a t was indeed what Petrohawk's i n t e n t was, was t o 

r e a c t i v a t e i t e s s e n t i a l l y as a p i l o t , because i t was 

never — when i t was a p r e v i o u s l y approved w a t e r f l o o d , i t 

d i d n ' t — i t r e a l l y wasn't operated, I don't — a t l e a s t 

our records don't show s u f f i c i e n t i n f o r m a t i o n t o be able t o 

r e a l l y evaluate what i t s p o t e n t i a l w i l l be. 

So they have done a s i g n i f i c a n t i n v e s t i g a t i o n and 

k i n d of thought behind an o v e r a l l w a t e r f l o o d of t h i s f i e l d , 

but they r e a l l y wanted t o have some more e f f e c t i v e and 

t i m e l y data as t o how the formation responds t o i n j e c t i o n 

and t h a t k i n d of t h i n g before they expend the resources t o 

do t h a t . 

And we understand t h a t there w i l l be 

s i g n i f i c a n t l y more required by the D i v i s i o n f o r an o v e r a l l 

w a t e r f l o o d p r o j e c t , i n c l u d i n g , you know, c a l c u l a t i o n s of 

the o i l recovery and the m i g r a t i o n of the f l u i d and a l l of 

t h a t . 

But I t h i n k , i n p a r t , the purpose of t h i s i s t o 

be able t o develop a r e l i a b l e database on which t o present 
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t h a t t o the D i v i s i o n . 

Q. Okay. So 66, i s t h a t near the other wells? 

A. I t i s . 

Q. I s i t considered p a r t of the p i l o t — 

A. No, i t i s j u s t a s t r a i g h t s a l t w a t e r d i s p o s a l 

w e l l . 

Q. Okay, okay. So what we're going t o be t a l k i n g 

about here, I guess, i s a p i l o t p r o j e c t w i t h a l i m i t e d time 

frame before you can come back i n w i t h your f u l l - b l o w n 

p r e s e n t a t i o n w i t h an engineer, a landman, the p a r t i c i p a t i o n 

parameters, the u n i t - — you know, i f you need t o do 

u n i t i z a t i o n you do t h a t , and the geology w i t h the cross-

sections and — 

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

Q. — and the whole b i t . 

A. That's c o r r e c t . Yeah, we have provided some 

basic cross-sections i n t h i s area t h a t are included as p a r t 

of the A p p l i c a t i o n , but you are a b s o l u t e l y c o r r e c t . I 

mean, the i n t e n t i s — We have a s i g n i f i c a n t amount of t h a t 

i n f o r m a t i o n developed already, but i t i s not — I don't 

t h i n k i t ' s s u f f i c i e n t l y w e l l developed t o be able t o 

present t o the D i v i s i o n as an o v e r a l l p r o j e c t . 

And so the purpose again i s t o do t h i s , get some 

r e a l data, k i n d of t e s t out the assumptions of the models 

t h a t have been run f o r the o i l recovery, and then t o , as 
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you suggest, come i n w i t h a much more complete a p p l i c a t i o n 

f o r the o v e r a l l p r o j e c t . 

Q. Okay. Did you look a t t h e i r models t h a t they've 

run so f a r ? 

A. I haven't examined them i n d e t a i l , but I have 

looked a t , you know, some of the general i n f o r m a t i o n t h a t 

they've developed. 

Q. As f a r as the time frame on the — on t h i s 

p i l o t — 

A. Oh, I would imagine t h a t they are l o o k i n g a t 

ope r a t i n g t h i s t h i n g f o r , you know, maybe a year t o 18 

months a t the most as a p i l o t before — you know, and I 

t h i n k much sooner than t h a t they w i l l have e i t h e r 

encouraging or discouraging r e s u l t s . 

Q. Yeah. But b a s i c a l l y , they need these w e l l s 

anyway because they put the producers back on l i n e ; i s 

t h a t — 

A. They have been producing w e l l s , a number of w e l l , 

i n t h i s area. And they are producing some o i l , but t h e r e 

i s s i g n i f i c a n t p o t e n t i a l f o r enhancement, we b e l i e v e . 

Q. Okay. When you went through a l l these w e l l s and 

the w e l l s i n the area of review, how o l d are these wells? 

A. You know, many of them are from the l a t e 1960s, 

e a r l y 1970s, and then there i s k i n d of — almost l i k e two 

generations. Then there's a number of them t h a t are k i n d 
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of from the e a r l y t o mid-1980s. 

Q. Okay. So they're not 192 0s or '30s, so i n other 

words — I n o t i c e the order t h a t was issued March of '67, 

Dan N u t t e r , t h a t ' s before we had — I'm sure they were 

l o o k i n g a t t h i n g s p r e t t y close, but t h a t ' s before we had 

our UIC — Safe Dr i n k i n g Water Act, UIC program — 

A. Right. 

Q. — the whole b i t , so — 

A. Right. 

Q. — w e ' l l have t o look a t the w e l l s and the 

surrounding w e l l s r e a l c l o s e l y , as f a r as t h e i r cement 

and — 

A. Correct. 

Q. — everything. 

A. Correct. 

Q. And when we do issue order l i k e t h i s , we would 

issue c o n d i t i o n a l orders, t h a t they would need t o f i x any 

problems t h a t were found or do more i n v e s t i g a t i o n , e i t h e r 

p r i o r t o i n j e c t i o n or soon t h e r e a f t e r , w i t h t h a t being a 

c o n d i t i o n of the permit being v a l i d . So j u s t i n case 

Petrohawk needs t o know t h a t — 

A. Well, I appreciate t h a t , Mr. Hearing O f f i c e r . 

Also I w i l l mention, though, t h a t one of the t h i n g s t h a t we 

d i d note when we looked a t a number of the w e l l s — as you 

could see from the map, i t ' s l i k e a pincushion. There are 
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a l o t of w e l l s i n t h a t area. A s i g n i f i c a n t number of those 

w e l l s are already s a l t w a t e r disposal w e l l s . So I mean, 

th e r e i s a l o t of i n j e c t i o n going on i n t o t h a t f o r m a t i o n 

already, from a whole v a r i e t y of w e l l s . 

I t ' s j u s t t h a t the i n t e n t here i s t o do k i n d of a 

more c o n t r o l l e d i n j e c t i o n , v a r y i n g i n j e c t i o n , perhaps, from 

— v a r y i n g i n j e c t i o n volumes i n the d i f f e r e n t — i n the s i x 

w e l l s t h a t we have and j u s t doing some d i f f e r e n t t e s t s , i f 

you w i l l , t o j u s t k i n d of see how they respond, w i t h the 

e x i s t i n g producers t h a t are already i n the v i c i n i t y . 

Q. Okay. So the — but the packer — You s a i d 

e a r l i e r t h a t the packer w i l l be set above the Queen. Did 

you r e a l l y mean the Seven Rivers on the i n j e c t i o n wells? 

A. No, i t i s r e a l l y — i f you look a t the — behind 

Tab A — we could take the w e l l s one a t a time, but the — 

mainly, the packer i s intended t o be set a t about, i n these 

w e l l s , j u s t i n the 3700 t o 3780 or so range, which i s j u s t 

above the p e r f s i n the Queen sand. 

Q. Okay, so b a s i c a l l y the Queen i s the t a r g e t ? 

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

Q. Okay. 

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

Q. And i s t h i s Petrohawk Operating Company or 

Petrohawk Energy Corporation, because I couldn't f i n d an 

OGRID f o r Petrohawk Energy Corporation. I t was Petrohawk 
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Operating Company t h a t I found the OGRID f o r . I'm sure 

they wouldn't quibble over t h a t , because t h a t ' s — 

MR. CARR: No, w e ' l l check t h a t f o r you. 

THE WITNESS: We'll check t h a t . I've always 

known i t as Petrohawk Energy Corporation — 

EXAMINER JONES: That's probably the — 

THE WITNESS: — Mr. Hearing O f f i c e r . 

EXAMINER JONES: — Corporation, okay. 

Okay, t h a t ' s — Mr. Brooks? 

EXAMINATION 

BY MR. BROOKS: 

Q. Yeah, Mr. Jones r a i s e d a question about 

u n i t i z a t i o n . I take i t t h i s area already i s u n i t i z e d , t h i s 

i s a u n i t , c o r r e c t ? 

A. Yes. 

Q. And Petrohawk i s the operator of t h a t u n i t ? 

A. Yes. 

Q. And everybody t h a t has working i n t e r e s t has 

j o i n e d i n the operating agreement? 

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

Q. Okay, and the n o t i c e c r i t e r i a you used, was t h a t 

a l l operators i n the Queen formation w i t h i n a h a l f mile? 

A. That i s c o r r e c t . Well, a l l operators, p e r i o d , 

w i t h i n a h a l f m i l e . 

Q. Okay, a l l operators of any w e l l s w i t h i n — 
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A. That i s c o r r e c t . 

Q. — a h a l f mile? 

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

Q. And t h i s i s f a i r l y i n t e n s i v e l y developed, so 

the r e are probably going t o be w e l l s i n most of the u n i t s 

t h a t would be around t h e r e , r i g h t ? 

A. Yes. 

MR. BROOKS: Okay, thanks. 

EXAMINER JONES: I t ' s a good t h i n g I've got Mr. 

Brooks here w i t h me. 

And I t h i n k t h a t ' s a l l I've got, a l l the 

questions I have. Thanks a l o t , Mr. Gu t i e r r e z . 

THE WITNESS: Thank you, Mr. Hearing O f f i c e r . 

MR. CARR: Two weeks from now we're not planning 

on p r e s e n t i n g anything, j u s t asking a t t h a t time t h a t the 

case be taken under advisement. 

EXAMINER JONES: Okay, we w i l l continue t h i s case 

u n t i l March the 29th. 

THE WITNESS: And also, Mr. Hearing O f f i c e r , j u s t 

i f I may request t h a t i f the — i f the D i v i s i o n — i f i t i s 

pos s i b l e t h a t we could have some movement on the s a l t w a t e r 

w e l l , t h a t would be r e a l l y appreciated because they need t o 

get t h a t going. 

EXAMINER JONES: Yeah. Does next week sound 

okay? 
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THE WITNESS: Sounds f a n t a s t i c , thank you very 

much. 

EXAMINER JONES: Okay. 

MR. CARR: Thank you. 

(Thereupon, these proceedings were concluded a t 

10:40 a.m.) 

* * * 
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