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1 (Note: I n session at 9:22.) 
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2 HEARING EXAMINER JONES: Let's continue 

3 t h i s morning and c a l l Case 14611, A p p l i c a t i o n of 

4 Alamo Permian Resources, LLC, f o r Reinstatement of a 

5 Waterflood P r o j e c t f o r i t s West A r t e s i a Grayburg 

6 Waterflood U n i t Area and Q u a l i f i c a t i o n of Said 

7 Project f o r the Recovered O i l Tax Rate Pursuant t o 

8 the Enhanced O i l Recovery Act i n Eddy County, New 

9 Mexico. C a l l f o r appearances. 

10 MS. MUNDS-DRY: Good morning, Mr. 

11 Examiners, Ocean Munds-Dry w i t h the law f i r m of 

12 Holland & Hart, LLP representing Alamo, LLC, and I 

13 have three witnesses t h i s morning. 

14 HEARING EXAMINER JONES: Any other 

15 appearances? Stand and s t a t e your names. 

16 (Note: Witnesses comply.) 

17 MS. MUNDS-DRY: With t h a t , I would c a l l 

18 Mr. Woodruff. 

19 TYLER WOODRUFF 

20 a f t e r having been f i r s t d u l y sworn under oath, 

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

22 EXAMINATION 

23 BY MS. MUNDS-DRY 

24 Q. Would you please s t a t e your f u l l name f o r 

25 the record? 
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1 A. T y l e r Woodruff. 

2 Q. Where do you reside? 

3 A. Katy, Texas. 

4 Q. By whom are you employed? 

5 A. Alamo Permian Resources. 

6 Q. What's your p o s i t i o n w i t h Alamo? 

7 A. I'm a senior landman. 

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

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

10 A. I have not. 

11 Q. Would you please review your education and 

12 work h i s t o r y i n the examiners? 

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

14 Oklahoma w i t h a degree i n energy management i n 2 004. 

15 I n the s p r i n g of 2004 I went t o work f o r Cabot O i l 

16 and Gas Corporation. I was employed w i t h them u n t i l 

17 the summer of 2010, at which p o i n t I went and 

18 s t a r t e d work w i t h Alamo Permian Resources. 

19 Q. Mr. Woodruff, what do your d u t i e s include 

2 0 as a senior landman w i t h Alamo? 

21 A. I am i n charge of a l l land f u n c t i o n s f o r 

22 the company. 

23 Q. As p a r t of those d u t i e s and f u n c t i o n s are 

24 you responsible f o r the permian basin i n southeast 

25 New Mexico? 
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2 Q. And i n c l u d i n g t h i s w a t e r f l o o d p r o j e c t 

3 area? 

4 A. Yes. 

5 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 

6 f i l e d i n t h i s case? 

7 A. Yes. 

8 Q. And are you f a m i l i a r w i t h the st a t u s of 

9 the lands i n the subject area? 

10 A. Yes. 

11 MS. MUNDS-DRY: Mr. Examiner, we would 

12 tender Mr. Woodruff as an expert witness i n 

13 petroleum land matters. 

14 HEARING EXAMINER JONES: I s Cabot, was i t 

15 mostly Oklahoma? 

16 THE WITNESS: Texas, Louisiana and 

17 M i s s i s s i p p i . 

18 HEARING EXAMINER JONES: So you have had a 

19 l o t of experience i n d i f f e r e n t s t a t e s i n a hurry. 

20 THE WITNESS: I d i d ; yes, s i r . 

21 HEARING EXAMINER JONES: He i s so 

22 q u a l i f i e d . 

23 Q. (By Ms. Munds-Dry) Mr. Woodruff, b r i e f l y 

24 summarize what Alamo seeks w i t h t h i s a p p l i c a t i o n . 

25 A. The reinstatement of a wat e r f l o o d p r o j e c t 
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1 w i t h i n the West A r t e s i a Grayburg u n i t are and 

2 q u a l i f i c a t i o n of the p r o j e c t f o r i n c e n t i v e t a x r a t e 

3 authorized by New Mexico Enhanced O i l Recovery Act. 

4 Q. Thank you, Mr. Woodruff. I f you t u r n t o 

5 what's marked as Alamo E x h i b i t 1, and give us a l l a 

6 chance t o get i t open, and i d e n t i f y and review t h a t 

7 f o r the examiners. 

8 HEARING EXAMINER JONES: You say t h a t you 

9 can t e l l whether someone a g e o l o g i s t or not whether 

10 they can open a map and f o l d a map. Obviously, we 

11 d i d n ' t make i t . 

12 Q. Now t h a t Mr. Jones has t h a t i n f r o n t 

13 of him, i f you could review f o r him what's on the 

14 map? 

15 A. The dark black dashed o u t l i n e i n the 

16 middle of the u n i t i s the West A r t e s i a Grayburg 

17 u n i t . I t ' s a 640-acre u n i t . W i t h i n t h a t u n i t there 

18 are black t r i a n g l e s which represent the l o c a t i o n s 

19 f o r the i n j e c t i o n w e l l s i n the u n i t . There are 

20 black c i r c l e s r e presenting the producing w e l l s i n 

21 the u n i t and then black c i r c l e s w i t h dash l i n e s 

22 through them represent the plugged and abandoned 

23 w e l l s w i t h i n the u n i t . The red c i r c l e s represent 

24 the h a l f - m i l e radius around each one of the 

25 i n j e c t i o n w e l l s . 
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1 Q. And Mr. Woodruff, before we move on from 

2 t h i s e x h i b i t , i f you could more p a r t i c u l a r l y 

3 i d e n t i f y the i n j e c t i o n w e l l s f o r the examiners. 

4 A. The West A r t e s i a Grayburg U n i t No. 1 i s i n 

5 the northeast quarter of the northwest quarter of 

6 Section 8. The west A r t e s i a Grayburg Uni t No. 4 i s 

7 i n the southwest quarter of the northwest quarter of 

8 Section 8. The West A r t e s i a Grayburg Unit No. 6 

9 i n j e c t i o n w e l l i s i n the southwest quarter of the 

10 northeast q u a r t e r of Section 8. The West A r t e s i a 

11 Grayburg u n i t No. 12 i s i n the northwest quarter of 

12 the southwest quarter of Section 8. The No. 13 i s 

13 i n the northeast quarter of the southeast q u a r t e r of 

14 Section 7, and the No. 18 i s i n the northwest 

15 q u a r t e r of the nbrthwest q u a r t e r of Section 17. 
16 Q. What i s the character of the land i n the 

17 u n i t area? 

18 A. I t i s made up of 81.25 percent s t a t e 

19 minerals and the remainder i s 18.75 percent fee. 

20 Q. What i s the working i n t e r e s t ownership i n 

21 the u n i t ? 

22 A. Alamo has 100 percent working i n t e r e s t . 

23 Q. Thank you, Mr. Woodruff. I f you would 

24 t u r n t o what's been marked as Alamo E x h i b i t No. 2. 

25 I s t h i s the n o t i c e packet i n c l u d i n g a f f i d a v i t s 
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1 signed by me i n d i c a t i n g t h a t proper n o t i c e was given 

2 of t h i s hearing, the a f f i d a v i t of p u b l i c a t i o n , the 

3 no t i c e l e t t e r t h a t was sent t o a l l a f f e c t e d p a r t i e s 

4 and the l i s t of p a r t i e s t h a t were n o t i f i e d , and then 

5 f i n a l l y the green cards t h a t were sent evidencing 

6 no t i c e t o each of the p a r t i e s ? 

7 A. Yes, ma'am. 

8 Q. And Mr. Woodruff, i f you could t e l l the 

9 examiners who d i d we give n o t i c e t o of t h i s 

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

11 A. We gave n o t i c e t o a l l leasehold operators 

12 w i t h i n a h a l f - m i l e radius of each of the i n j e c t i o n 

13 w e l l s as w e l l as the surface owner where each of the 

14 i n j e c t i o n w e l l s were located. 

15 Q. Thank you. Were E x h i b i t s 1 and 2 e i t h e r 

16 prepared by you or d i d you a s s i s t i n the pr e p a r a t i o n 

17 of each of the e x h i b i t s ? 

18 A. Yes, ma'am. 

19 Q. And w i t h t h a t , Mr. Jones, we would move 

20 the admission of E x h i b i t s 1 and 2 i n t o evidence. 

21 HEARING EXAMINER JONES: E x h i b i t s 1 and 2 

22 w i l l be admitted. 

23 (Note: E x h i b i t s 1 and 2 admitted.) 

24 HEARING EXAMINER JONES: What formation 

25 are we t a l k i n g about? 
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1 THE WITNESS: Grayburg. 

2 HEARING EXAMINER JONES: I s the Grayburg 

3 leased, completely leased w i t h i n these c i r c l e s by 

4 people -- you sa i d you n o t i c e d a l l the o f f s e t --

5 THE WITNESS: We n o t i f i e d a l l the o f f s e t 

6 leasehold operators regardless of whether or not i t 

7 was Grayburg. 

8 HEARING EXAMINER JONES: Okay. When you 

9 say leasehold operators, you mean t h a t you n o t i c e d 

10 everybody t h a t had the lease i n the Grayburg or was 

11 an operator of a Grayburg w e l l ; i s t h a t c o r r e c t ? 

12 THE WITNESS: Every one of every w e l l . 

13 Regardless of whether i t was Grayburg, we n o t i f i e d 

14 them. 

15 HEARING EXAMiNER JONES: Okay. 

16 MS. MUNDS-DRY: Mr. Jones, t h a t ' s the 

17 funny language t h a t ' s i n the r u l e , leasehold 

18 operators. 

19 HEARING EXAMINER JONES: Yeah, i t says 

20 leasehold operator and, you know, i f there's no 

21 Grayburg w e l l on a 4 0-acre t r a c t , then you d r i l l 

22 down t o where the lease -- whoever leased the 

23 Grayburg. 

24 MS. MUNDS-DRY: That's c o r r e c t , Mr. Jones. 

25 So what they d i d i s they n o t i f i e d -- i f there was an 
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operator, they n o t i f i e d the operator. I f there was 

2 not an operator, they n o t i f i e d the lessee. 

3 HEARING EXAMINER JONES: That's the 

4 language I understand. 

5 MR. BROOKS: What about Chevron-operated 

6 acreage? 

7 HEARING EXAMINER JONES: This i s Alamo. 

8 You mean Chevron --

9 MR. BROOKS: Chevron i s the applicant? 

10 MS. MUNDS-DRY: No, t h a t was the l a s t 

11 case, Mr. Brooks. 

12 MR. BROOKS: I'm l o o k i n g at the wrong 

13 case. Okay. What about Alamo Permian-operated 

14 acreage? Did you n o t i f y any working i n t e r e s t owners 

15 w i t h i n the operated acreage? 

16 THE WITNESS: We n o t i f i e d everyone who had 

17 a working i n t e r e s t w i t h i n a h a l f - m i l e radius of the 

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

19 MR. BROOKS: Thank you. 

20 HEARING EXAMINER JONES: This u n i t , i s 

21 i t -- i s t h i s the w a t e r f l o o d o u t l i n e or i s t h i s the 

22 u n i t o u t l i n e ? 

23 THE WITNESS: The u n i t o u t l i n e i s the 

24 w a t e r f l o o d o u t l i n e . 

25 HEARING EXAMINER JONES: The same? Okay. 
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That was the way I should have asked the question. 

2 Okay. This u n i t was o r i g i n a l l y created as an 

3 e x p l o r a t o r y u n i t ; i s t h a t c o r r e c t ? 

4 THE WITNESS: I n 1967 i t was created as a 

5 w a t e r f l o o d u n i t . 

6 HEARING EXAMINER JONES: I t ' s a s t a t u t o r y 

7 u n i t ? 

8 THE WITNESS: I t was created by the 

9 lessees and approved by the State. 

10 HEARING EXAMINER JONES: Okay. Does i t 

11 c o n s i s t of separate t r a c t s t h a t have p a r t i c i p a t i n g 

12 parameters? 

13 THE WITNESS: I t c o n s i s t s of eleven 

14 d i f f e r e n t leases. 

15 HEARING EXAMINER JONES: Okay. And Alamo 

16 i s 100 percent working i n t e r e s t ? 

17 THE WITNESS: Yes, s i r . 

18 HEARING EXAMINER JONES: And they obtained 

19 i t from someone else r e c e n t l y ; i s t h a t correct? 

20 THE WITNESS: Yes, s i r . 

21 HEARING EXAMINER JONES: Who was that? 

22 THE WITNESS: Doral. 

23 HEARING EXAMINER JONES: I have no more 

24 questions. 

25 MR. BROOKS: You sa i d Alamo i s the 100 
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2 THE WITNESS: Yes, s i r . 

3 MR. BROOKS: A l l t r a c t s w i t h i n the u n i t 

4 are committed t o the u n i t ? 

5 THE WITNESS: Yes, s i r . 

6 MR. BROOKS: Now, when you are doing your 

7 o f f s e t s , d i d you draw -- you drew your area of 

8 review l i n e around w e l l s and d i d you n o t i f y the 

9 owners w i t h i n every t r a c t , t h a t i s w i t h i n the 

10 c i r c l e s of the area of review c i r c l e s ? 

11 THE WITNESS: Yes, s i r . 

12 MR. BROOKS: Does Alamo operate any area 

13 outside the u n i t w i t h i n the area of review? 

14 THE WITNESS: Yes, s i r . We also 

15 h i g h l i g h t e d acreage t h a t we have surrounding the 

16 u n i t where we also have i n t e r e s t . 

17 MR. BROOKS: Okay. And you n o t i f i e d any 

18 other working i n t e r e s t owners i n those t r a c t s ? 

19 THE WITNESS: Yes, s i r . 

20 MR. BROOKS: Thank you. 

21 HEARING EXAMINER JONES: I n some cases we 

22 have people, f o r a u n i t l i k e t h i s , i n order t o speed 

23 i t up i n the f u t u r e , they n o t i f y everybody w i t h i n a 

24 h a l f - m i l e of the u n i t boundary and t h a t way they can 

25 convert other w e l l s t o i n j e c t i o n without another 
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1 area review n o t i c e , I guess. But i n other words, 

2 i t 1 s a l i t t l e quicker t h a t way. But i n other words, 

3 i f your engineers want t o convert a w e l l , l e t ' s say, 

4 up i n the northwest of Section 8 or so, then we 

5 would have t o draw another c i r c l e . That's f i n e , you 

6 know. What you d i d i s great. Thank you very much. 

7 We have no more questions. 

8 MS. MUNDS-DRY: That concludes my 

9 examination of Mr. Woodruff. 

10 THOMAS EUGENE FEKETE 

11 a f t e r having been f i r s t d uly sworn under oath, 

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

13 EXAMINATION 

14 BY MS. MUNDS-DRY 

15 Q. Good mbrning. 

16 A. Good morning. 

17 Q. Would you please s t a t e your f u l l name f o r 

18 the record? 

19 A. Thomas Eugene Fekete. 

2 0 Q. Mr. Fekete, where do you reside? 

21 A. Midland, Texas. 

22 Q. And how are you employed? 

23 A. I'm a pa r t n e r i n my own company c a l l e d 

24 Jordan-Rubicon Resources. 

25 Q. What i s your r e l a t i o n s h i p t o Alamo? 
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1 A. I am a c o n s u l t i n g g e o l o g i s t f o r Alamo on 

2 t h e i r New Mexico p r o p e r t i e s . 

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

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

5 A. No, I have not. 

6 Q. I f you would, please, f o r the examiners, 

7 review your education and work h i s t o r y . 

8 A. Okay. I received my bachelor of science 

9 degree i n geology i n 1983 from State U n i v e r s i t y of 

10 New York at Stonybrook. I received my master of 

11 science degree i n geology from U n i v e r s i t y of 

12 Wisconsin at Madison. I worked at the Wisconsin 

13 State Survey from about '86 t o 1988. 

14 I n 1988 I j o i n e d A t l a n t i c R i c h f i e l d Arco 

15 and worked i n Midland w i t h Arco from 1988 t o 2000. 

16 I n 2000 BP bought Arco, o f f e r e d us jobs i n Houston. 

17 Another g e o l o g i s t and I s a i d no thank you, so we 

18 s t a r t e d our own l i t t l e shop i n Midland t h a t we c a l l 

19 Jordan-Rubicon Resources. 

2 0 Q. Do you have any c e r t i f i c a t i o n s or 

21 r e g i s t r a t i o n s as a g e o s c i e n t i s t ? 

22 A. Yes, I'm a c e r t i f i e d petroleum 

23 g e o s c i e n t i s t i n the s t a t e s of Texas and Wyoming. 

24 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 

25 f i l e d by Alamo i n t h i s case? 
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1 A. Yes, I am. 

2 Q. Have you made a g e o l o g i c a l study of the 

3 subject lands f o r the u n i t ? 

4 A. Yes, I have. 

5 MS. MUNDS-DRY: We tender Mr. Fekete as an 

6 expert witness i n petroleum geology matters. 

7 HEARING EXAMINER JONES: You have the same 

8 name as a commonly used software. 

9 THE WITNESS: Right, Tibor. No r e l a t i o n , 

10 u n f o r t u n a t e l y . 

11 HEARING EXAMINER JONES: He i s so 

12 q u a l i f i e d . 

13 Q. Have you prepared e x h i b i t s f o r 

14 p r e s e n t a t i o n i n t h i s case? 

15 A. Yes, I have. 

16 Q. Let's t u r n f i r s t then t o what's been 

17 marked as Alamo E x h i b i t 3. I f you can i d e n t i f y and 

18 review t h i s f o r the examiners. 

19 A. Okay. Gentlemen, may I approach your 

20 table? I t might be easier i f I can p o i n t t h i n g s 

21 out, i f t h a t ' s a l l r i g h t . Easier f o r me. 

22 Q. As long as the court r e p o r t e r can hear 

23 you. 

24 A. This i s our E x h i b i t 3. I t ' s the one you 

25 are l o o k i n g a t . I t ' s a l i t t l e b i t more focused map. 
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1 I t ' s e asier t o see than t h i s one here. What we have 

2 i s the WAGU i s o u t l i n e d i n the heavy dashed purple ] 

3 l i n e . The acreage i s colored i n yellow, 640 acres. 

4 The w e l l s producing out of the WAGU are colored i n | 

5 red, the red c i r c l e s here. There are 16 a c t i v e j 

6 producing o i l w e l l s . The water i n j e c t i o n w e l l s 

7 which are not currently active but they were \ 

8 i n j e c t i o n are shown by the red t r i a n g l e s . There are 

9 s i x of those. 

10 I n a d d i t i o n , there are f i v e plugged w e l l s 

11 shown by these slash marks. There were f o u r plugged j 

12 o i l producers, one plugged water i n j e c t i o n w e l l . | 

13 The question you asked e a r l i e r about the j 

14 other Alamo acreage i n here, those are shown i n 

15 green. These are Alamo Permian-operated leases. 
i 

16 They are not p a r t of the water fl o w . j 

17 These blue dashed l i n e s here are one-half | 

18 mile radius c i r c l e s t h a t are centered upon the s i x i 

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

2 0 The next map, which i s our E x h i b i t 4 i s a j 

21 s t r e t c h e r map across the u n i t area. This i s 

22 contoured on top of the Grayburg formation. Contra 

23 i n t e r v a l i s 25 f e e t , so 100 f e e t between here and 

24 here. What you see i s t h a t the Grayburg i s r e a l l y j 

25 j u s t p a r t of a monoclinal d i p . I t ' s high i n the j 
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1 northwest d i p p i n g down t o the southeast. There's 

2 about 190 f e e t of s t r u c t u r a l d i p i n t h i s d i r e c t i o n . 

3 HEARING EXAMINER JONES: What member of 

4 the Grayburg? 

5 THE WITNESS: The very top. 

6 HEARING EXAMINER JONES: Not the p i n road? 

7 THE WITNESS: No. I t ' s the very top. I 

8 w i l l show t h a t on the cro s s - s e c t i o n f o r you. Let's 

9 see. What you n o t i c e or what s t r i k e s me i s t h a t the 

10 Grayburg i s not draped over a closure or any k i n d of 

11 a s t r u c t u r a l node. I t ' s r e a l l y j u s t more of a 

12 monoclinal d i p . 

13 The other t h i n g i s I don't see any 

14 bunching of contours or anything here t h a t would 

15 suggest t h a t we r e a l l y have any f a u l t i n g t h a t might 

16 come i n and complicate the w a t e r f l o o d i n j e c t i o n . 

17 My next map --

18 Q. (By Ms. Munds-Dry) Before you leave t h a t , 

19 i f you could comment also on the number of w e l l 

2 0 c o n t r o l s t h a t you have i n t h a t area. 

21 THE WITNESS: Thank you, yes. The numbers 

22 here associated w i t h the w e l l s i n d i c a t e where we 

23 have w e l l c o n t r o l here as managed t o procure laws. 

24 What you can see i s we r e a l l y have very good w e l l 

25 c o n t r o l over the WAG u n i t . There's only three 
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1 w e l l s , I b e l i e v e -- t h i s one here and maybe t h i s one 

2 here -- and there's a t h i r d . 

3 HEARING EXAMINER JONES: Those are above 

4 sea l e v e l ? 

5 THE WITNESS: Yes, they are. I t ' s 

6 confusing, i s n ' t i t ? There are only three w e l l s 

7 where we don't have logs so we have very good l o g 

8 coverage so I can go i n there and look a t p o r o s i t y 

9 and make b e t t e r i n t e r p r e t a t i o n throughout the e n t i r e 

10 u n i t . Okay. Thank you. 

11 Q. Are you t u r n i n g now t o E x h i b i t 5? 

12 A. Yes. I t ' s the same s t r u c t u r e but what we 

13 have done here j u s t f o r ease of l o o k i n g at the 

14 cross-sections i s I have replaced the s t r u c t u r a l 

15 contours w i t h the w e l l numbers so these would be WAG 

16 u n i t w e l l numbers. And then I posted on here 

17 Cross-section B, which i s a west t o east 

18 cros s - s e c t i o n ; A t o A prime, n o r t h t o south. Both 

19 cross-sections what we see i s t h a t there's about 90 

20 f e e t or 100 f e e t of s t r u c t u r a l change from one end 

21 t o the other, but I made s t r a t i g r a p h i c 

22 cross-sections so keep t h a t i n mind t h a t there i s 

23 t h i s 90 f e e t . 

24 MR. BROOKS: I n t h i s case WAG stands f o r 

25 west A r t e s i a Grayburg. 
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1 THE WITNESS: Yes. 

2 MS. MUNDS-DRY: Thank you f o r the 

3 c l a r i f i c a t i o n , Mr. Brooks. 

4 A. Okay. Anyway, so l e t ' s look at 

5 cro s s - s e c t i o n A prime, which would be north/south. 

6 What we d i d i s we picked up every one of the 

7 i n j e c t o r type w e l l s so we could show where they were 

8 p e r f o r a t e d and the r e l a t i o n s h i p s w i t h the o f f s e t 

9 w e l l s . 

10 Q. Now are you t u r n i n g t o Alamo E x h i b i t 6? 

11 A. Yes. 

12 Q. This i s r e a l l y why I want t o come up here 

13 t o p o i n t out some t h i n g s . A n o r t h , A south, 

14 s t r u c t u r a l l y there's a c t u a l l y 90 f e e t of d i p between 

15 here and here. I t ' s a s t r a t i g r a p h i c cross-section. 

16 This heavy dashed l i n e here i s the data t h a t we made 
17 the map on. 

18 HEARING EXAMINER JONES: Why d i d you p i c k 

19 t h a t data? 

20 THE WITNESS: Because i t was the very top 

21 of the Grayburg, very r e l i a b l e p i t . 

22 HEARING EXAMINER JONES: So t h a t i s the 

23 top of the Grayburg and i t ' s around 2000 feet? 

24 THE WITNESS: Around 2000 f e e t , yes, s i r . 

25 HEARING EXAMINER JONES: And the queen on 
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1 top? 

2 THE WITNESS: Yes, the queen o v e r l i e s 

3 t h i s . 

4 HEARING EXAMINER JONES: I s i t productive? 

5 THE WITNESS: This p a r t here, the lower 

6 p a r t , t h i s sand r i g h t here i s also, t h a t ' s r i g h t . 

7 What I have done i s I've posted also -- t h i s i s the 

8 West A r t e s i a Grayburg Uni t top and bottom 

9 designation, and t h a t ' s what t h i s dashed l i n e i s 

10 here. So t h i s i s the top of the u n i t , t h i s i s the 

11 base of the u n i t . The base of the u n i t i s a c t u a l l y 

12 the base of Grayburg/San Andres dolomite boundary. 

13 HEARING EXAMINER JONES: But i t includes 

14 the queen and --

15. THE WITNESS: Yes, i t does. That's 

16 c o r r e c t . Up on top, the t r i a n g l e s are the i n j e c t o r s 

17 and the round c i r c l e s are the producers. 

18 What I d i d i s I went i n here and the whole 

19 p o i n t of t h i s was t o t r y t o f i g u r e out what the 

2 0 s t r a t i g r a p h y i s between i n j e c t o r s and producers and 

21 also look f o r o p p o r t u n i t i e s . So what you see i s 

22 l o o k i n g j u s t a t t h i s curve, t h i s gamma ray, you see 

23 t h i s coursing upward and then a hot streak. 

24 Cleaning upward, hot; clean, hot; clean, hot. Very 

25 c y c l i c . 

PAUL BACA PROFESSIONAL COURT REPORTERS 
dbbac29c-e5d7-4b5d-9c3f-0be797fe1684 



Page 21 

1 What these represent are very shallow 

2 marine dolomites t h a t were deposited across the 

3 whole northwest s h e l f d u r i n g l i t t l e periods of 

4 f l o o d i n g and then the s h e l f e i t h e r b u i l t up t o sea 

5 l e v e l or sea l e v e l dropped f i v e f e e t , t en f e e t . Not 

6 much. And sandstones, r a d i o a c t i v e sandstones 

7 pr o r a t e d out across the s h e l f i n very t h i n l a y e r s on 

8 t h e i r way t o the Delaware basin. Those t h a t made i t 

9 t o the Delaware basin became the Cherry Canyon and 

10 sandstones, so these are r e a l l y k i n d of l i k e l a g 

11 deposits almost, massive amounts of sands. So we 

12 have shallow marine dolomite, sandstone, dolomite, 

13 sandstone, dolomite, sandstone. 

14 HEARING EXAMINER JONES: O r i g i n a l l y 

15 limestone, r i g h t ? 

16 THE WITNESS: That's e x a c t l y r i g h t . Now, 

17 l o o k i n g at the p o r o s i t y curve, what we see i s t h a t 

18 i n general, and I mean l i k e 95 plus percent, the 

19 p o r o s i t y development i s associated w i t h those hot 

20 . gamma rays. The r e s e r v o i r s i n t h i s u n i t are 

21 sandstone, the r a d i o a c t i v e sandstone. Those are the 

22 r e s e r v o i r s . 

23 HEARING EXAMINER JONES: Because these are 

24 run on a -- they are a l l run on lime down i n t h i s --

25 THE WITNESS: The new logs are run on a 
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2 hole neutron d i d not have a ma t r i x . They were 

3 l o g a r i t h m i c . They were matrix-independent. That's 

4 r i g h t . A l o t of these are from the l a t e '50s and 

5 e a r l y t o mid '60s. I n f a c t , there r e a l l y aren't any 

6 modern logs t h a t capture t h i s i n t e r v a l i n t h i s 

7 e n t i r e s e c t i o n . 

8 A l l r i g h t . So we d i d t h a t . Now, having 

9 i d e n t i f i e d those cycles, what we then d i d i s I went 

10 through, and t h i s i s our Alamo Permian i n t e r n a l 

11 s t r a t i g r a p h y . I t ' s not published anywhere. I 

12 d i d n ' t take t h i s o f f anybody's work. This i s j u s t 

.13 s o r t of what I came up w i t h because i t captured the 

14 major cycles. 

15 So we c o r r e l a t e d them across and most of 

16 the c o r r e l a t i o n i s very easy, very s t r a i g h t f o r w a r d . 

17 There are a couple here and there, i n d i v i d u a l 

18 c o r r e l a t i o n s I could move i t up f i v e f e e t or down. 

19 I t gets a l i t t l e tougher. But I would say i n 

20 general they are very r e l i a b l e , i n my op i n i o n , very 

21 easy and very r e l i a b l e . 

22 What i t shows i s a r e a l l a y e r cake l o o k i n g 

23 k i n d of u n i t . What i t has i s low p o r o s i t y or no 

24 p o r o s i t y dolomites sandwiched w i t h high p o r o s i t y 

25 sandstone above and below, and t h a t repeats about 12 
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1 times. So no p o r o s i t y , good p o r o s i t y , no p o r o s i t y , 

2 j u s t l i k e t h a t sandwiched i n t h e r e . 

3 Then what we d i d i s we went through scout 

4 t i c k e t i n i t i a l completion data. We went through 

5 Alamo's w e l l f i l e s t h a t had any subsequent 

6 p e r f o r a t i o n s t h a t were added. We searched the OCD 

7 w e l l records l o o k i n g f o r p e r f o r a t i o n s and posted 

8 those on t h e r e . So these are our very best j o b at 

9 deciding where these i n d i v i d u a l w e l l s were 

10 p e r f o r a t e d and those were shown i n the dark black. 

11 The s o l i d black are the o r i g i n a l p e r f o r a t i o n s . 

12 What's i n t e r e s t i n g i s when you s t a r t t o 

13 look at t h i s , you see that: there's, f i r s t of a l l , a 

14 l o t of p o r o s i t y t h a t was not p e r f o r a t e d i n most of 

15 these w e l l s . Here i s a great example. This w e l l i s 

16 the No. 12. Well, what's wrong w i t h t h a t p o r o s i t y ? 

17 This one? That's a b e a u t i f u l t h i c k streak not 

18 p e r f o r a t e d . That one looks great. This looks good. 

19 This one, t h a t one. Maybe three out of a p o t e n t i a l 

20 eleven zones were p e r f o r a t e d only. 

21 We see t h i s again and again. Almost any 

22 l o g you look at you can see t h a t . 

23 Q. Which l o g are you r e f e r r i n g to? 

24 A. I beg your pardon? 

25 Q. Just f o r the record, which l o g were you 
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1 j u s t r e f e r r i n g to? 

2 A. The 12, the WAG 12. 

3 Q. Thank you. 

4 A. So we see t h a t . We can p i c k any other 

5 number of examples t o show t h a t . The i n j e c t o r s --

6 the other t h i n g i s you s t a r t l o o k i n g at what was 

7 p e r f o r a t e d i n the i n j e c t o r s r e l a t i v e t o the 

8 producers, the o f f s e t producers. You f i n d t h a t i f 

9 t h i s i s i n j e c t i n g t o these zones, i t ' s producing out 

10 of these zones. A couple of zones might match, but 

11 i n general, i t ' s not very good. 

12 For instance, here, the WAG No. 18 

13 i n j e c t o r i s a c t u a l l y i n j e c t i n g i n t o zones t h a t the 

14 o f f s e t WAGU 17 producer doesn't even reach. The 

15 w e l l TD'd 150 f e e t above t h a t . Do you see that? So 

16 a l l t h a t water energy was not h e l p i n g us over here, 

17 he l p i n g the owner over t h e r e . 

18 Now, these open p e r f o r a t i o n s t h a t you see 

19 t h a t are black o u t l i n e d boxes there and here, r i g h t 

2 0 here, those are p e r f o r a t i o n s t h a t were added from 

21 2009 t o 2010 as a r e s u l t of t h i s study. We came i n , 

22 looked at i t and said, "Well, gee, we have got 

23 production --we have p e r f o r a t i o n s i n t h i s o f f s e t 

24 w e l l here and here but we have no i n j e c t i o n , " so 

25 those were added i n the l a s t couple years. 
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1 Q. Would t h a t be f o r the No. 18 and the No. 

2 4? 

3 A. Yeah, the 21 producer, the 4 i n j e c t o r . 

4 Q. Thank you. 

5 A. So t h a t was the i n t e n t was t o t r y t o perf 

6 match or performance match t h i s t h i n g . That was --

7 HEARING EXAMINER JONES: So there's been a 

8 l o t of work done by Alamo or Doral i n the l a s t few 

9 years on these? 

10 THE WITNESS: Yes. They've added 

11 p e r f o r a t i o n s t o , I b e l i e v e , f o u r i n j e c t o r w e l l s . 

12 And those are the 18 and the 4, and then the 1 and 

13 one other, the 13. 

14 HEARING EXAMINER JONES: Were those 

15 conversions or new d r i l l s ? 

16 THE WITNESS: No, those were o l d h i s t o r i c 

17 i n j e c t o r s t h a t j u s t more p e r f o r a t i o n s were added t o . 

18 Anyway, so t h a t ' s k i n d of the p i c t u r e i s you s t a r t 

19 l o o k i n g at t h i s and boy, there's a l o t of o i l here 

2 0 t h a t has not been touched. 

21 I w i l l show you B q u i c k l y . I t ' s the same 

22 t h i n g , but I want t o get across t o you t h a t the 

23 north/south p i c t u r e i s the same as the east/west 

24 p i c t u r e . There's no change t o the s e c t i o n . 

25 Q. Mr. Fekete, are you r e f e r r i n g t o E x h i b i t 
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1 No. 7 now? 

2 A. Yes. Same s t o r y here. And here i s a 

3 r e a l l y good example, I t h i n k , of what I was t a l k i n g 

4 about. The WAGU No. 1 h i s t o r i c a l l y was p e r f o r a t e d 

5 i n Zones 1 and 2 down there. These were l a t e r added 

6 by our group. But i f you look at the o f f s e t w e l l , 

7 the WAGU No. 26, look a t a l l these h i s t o r i c a l 

8 p e r f o r a t i o n s t h a t come a l l the way up i n Zones 2, 3, 

9 6, 7, 8 and 9. There was no energy there t o push. 

10 That's the s o r t of t h i n g we are running i n t o out 

11 here. Same t h i n g here. So'that's the p o i n t . 

12 HEARING EXAMINER JONES: Do you have any 

13 s p e c t r a l gamma rays t o confirm t h a t the 

14 r a d i o a c t i v i t y i s not low perme a b i l i t y ? 

15 THE WITNESS: Not here. I have seen them 

16 i n other areas but not i n t h i s exact area, no. 

17 HEARING EXAMINER JONES: But i t ' s accepted 

18 t h a t t h a t i s --

19 THE WITNESS: Yes, t h a t ' s r i g h t . 

20 Q. (By Ms. Munds-Dry) Mr. Fekete, i s i t 

21 easier f o r you t o be up there or can you r e t u r n t o 

22 your seat t o e x p l a i n the l a s t e x h i b i t ? What's 

23 easiest f o r you? 

24 A. I t h i n k i t ' s easier here. 

25 Q. As long as t h a t ' s okay w i t h Mr. Brooks and 
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1 Mr. Jones. 

2 A. I can s i t down i f you p r e f e r . 

3 HEARING EXAMINER JONES: That's okay. One 

4 more. 

5 THE WITNESS: This i s complicated. 

6 MR. BROOKS: I f i t ' s complicated maybe we 

7 b e t t e r go ahead and take our break. That clock i s 

8 about f i v e minutes slow. 

9 HEARING EXAMINER JONES: We have a very --

10 we are under orders t o take a break. 

11 (Note: The hearing stood i n recess at 

12 9:53 t o 10:50.) 

13 HEARING EXAMINER JONES: We're back on the 

14 record i n 14611. We w i l l continue w i t h the geology 

15 testimony. 

16 Q. I be l i e v e we were about t o s t a r t 

17 discussion of Alamo E x h i b i t No. 8. 

18 A. Yes. I can t r y from here i f you would 

19 l i k e . 

20 HEARING EXAMINER JONES: Sure. 

21 A. Now, we went through the cross-sections 

22 and I t h i n k what they showed were c l e a r l y t h a t we 

23 had very layered r e s e r v o i r s sandwiched through low 

24 p o r o s i t y dolomites. Twelve d i f f e r e n t zones, major 

25 zones, t h a t I could break out. We also saw there 
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1 were a l o t of zones t h a t had never been p e r f o r a t e d , 

2 a l o t of p o r o s i t y . To t r y t o put our arms around 

3 the o p p o r t u n i t y out here we designed t h i s map and 

4 t h i s E x h i b i t 8 map. And b a s i c a l l y we have a type 

5 l o g over on the r i g h t . That's the WAGU No. 9, the 

6 designated u n i t type l o g f o r the West A r t e s i a 

7 Grayburg u n i t and we have, again, the top of the WAG ! 

8 u n i t i n t e r v a l marked on the l o g and the base. The 

9 base would be the top of the San Andres. 

10 On the type l o g , you w i l l see i n red zone 

11 numbers 1 through 12, o f f on the l e f t side of the 

12 l o g . And those zones correspond t o 12 l i t t l e pies 

13 i n t h a t c i r c l e o f f t o the l e f t . What we have done 

14 i s we went through the cross-s e c t i o n , went through 

15 the logs. Where the w e l l s have h i s t o r i c a l l y been 

16 p e r f o r a t e d , we colored i n the p i e t h a t corresponds J 

17 t o t h a t p a r t i c u l a r zone number. So Zone Number 1, 

18 where t h a t was p e r f o r a t e d we colored i n green at 

19 about 11:00 o'clock p o s i t i o n on a l l of the w e l l s t o 1 

20 show t h a t . 

21 I f I may, t h i s WAGU 27 p e r f o r a t e d i t . I t 

22 was p e r f o r a t e d i n 21, not i n No. 2. That's how t h a t 

23 works. So we can go back and look at almost from a 

24 b i r d ' s eye view at what has been p e r f o r a t e d . We d i d j 

25 the same t h i n g w i t h the water i n j e c t i o n w e l l s . We j 
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1 designated i t the same way. 

2 Then what we d i d i s we looked at the logs 

3 and we found where we had p o r o s i t y t h a t i n my 

4 o p i n i o n was worthy of p e r f o r a t i n g . P o r o s i t y was 

5 developed and those zones needed t o be added. We 

6 designate those by the l i t t l e red dots t h a t you see 

7 a l l over the map. So, f o r instance, on WAGU No. 2 

8 up here i n the northwest, you see a l o t of l i t t l e 

9 red dots. That means t h a t a l l of the zones need t o 

10 be added, which i s seven or e i g h t d i f f e r e n t zones 

11 need t o be added t o t h a t w e l l . 

12 We d i d the same t h i n g f o r the i n j e c t o r s . 

13 So j u s t l o o k i n g at the red dots, i t ' s b a s i c a l l y an 

14 o p p o r t u n i t y map t e l l i n g you up here we need t o add 

15 ten zones, over here only one or two, over here 

16 th r e e . I t ' s a way t o p r i o r i t i z e your work. But t o 

17 me, the message i s there are a l o t of zones t o add. 

18 There's a l o t of o i l t h a t ' s been l e f t behind, i n my 

19 op i n i o n . 

2 0 The only other t h i n g t o p o i n t out i s on 

21 some of these you w i l l see colored pies w i t h an open 

22 black c i r c l e on them. For instance, i n the WAGU No. 

23 1, the water i n j e c t o r i n the n o r t h there, you w i l l 

24 see most of the colored pies have black c i r c l e s on 

25 them. What those i n d i c a t e are those are zones t h a t 
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1 were p e r f o r a t e d and added i n 2009 and 2010 as a 

2 r e s u l t of t h i s work. So those are recent 

3 p e r f o r a t i o n s , i f you w i l l , as opposed t o the 

4 h i s t o r i c a l p e r f o r a t i o n s t h a t are j u s t the s o l i d 

5 colored p i e s . 

6 Q. Also are you aware of whether Alamo has 

7 any plans t o d r i l l a d d i t i o n a l w e l l s w i t h i n the u n i t ? 

8 A. Yes. I t h i n k we do. I f you look at the 

9 w e l l spacing, you w i l l see t h a t i n some of the 

10 areas, f o r instance i n the southwest of the 

11 southwest, those w e l l s have been d r i l l e d on 

12 b a s i c a l l y a ten-acre spacing. I f you look at the 

13 WAGU No. 1 i n the n o r t h , t h a t ' s a 40-acre -- the 27 

14 and the 2 WAGU w e l l s are on a 20-acre spacing. The 

15 WAGU 6, 7 and 8 are d r i l l e d on a 4 0-acre spacing. 

16- Looking at the p o r o s i t y , l o o k i n g at the 

17 c o n t i n u i t y of i t and j u s t how many zones are 

18 developing, I b e l i e v e t h a t we have got -- I can 

19 e a s i l y f i n d 12 l o c a t i o n s t h a t need t o be i n f i l l e d 

20 j u s t on t h i s map wit h o u t r e a l l y even t r y i n g hard. 

21 Q. Thank you. And a f t e r you reviewed these 

22 e x h i b i t s f o r the examiners and the studies t h a t you 

23 have made, what g e o l o g i c a l conclusions can you reach 

24 from your study of t h i s area? 

25 A. I t h i n k the conclusions t h a t I have 
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1 reached are t h a t the producing r e s e r v o i r are 

2 r a d i o a c t i v e sandstones. The sandstones are 

3 sandwiched between nonporous marine dolomites t h a t 

4 are very continuous. They should provide good 

5 compartmentalization f o r f l o o d i n g . I t h i n k i f you 

6 i n j e c t water i n t o Zone 3 over here, I t h i n k you 

7 should be able t o s l e e t whatever o i l i s i n Zone 3 

8 i n t o t h i s producer here without l o s i n g water up i n t o 

9 Zone 5 or down i n t o 1. I guess there's going t o be 

10 good conformance. 

11 I t h i n k i t ' s very c y c l i c obviously. I 

12 t h i n k t h a t h i s t o r i c a l l y there's been not much of an 

13 attempt t o -- not much a t t e n t i o n p a i d t o 

14 conformance. I t h i n k the p e r f o r a t i o n s we saw i n the 

15 cross-sections c l e a r l y show t h a t w e l l s were not 

16 r e a l l y looked at i n terms of a whole, they were 

17 looked a t i n d i v i d u a l l y , and w i t h no thought given t o 

18 what's going on on the other side of you w i t h other 

19 w e l l s . The p e r f s show t h a t , and I t h i n k these pies 

20 show t h a t , too. I f you look at them you can see 

21 c o l o r s t h a t are p e r f o r a t e d i n p a r t i c u l a r w e l l s t h a t 

22 are not p e r f o r a t e d i n o f f s e t w e l l s but yet have 

23 p o r o s i t y . 

24 C l e a r l y l o o k i n g a t the red do t s , we have a 

25 l o t o f zones t o add, a l o t o f money t o spend out 
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1 here, a l o t of work t o do. And there's a l o t of 

2 i n f i l l l o c a t i o n s also. Like I said, at l e a s t a 

3 dozen t h a t j u s t come t o mind l o o k i n g at i t q u i c k l y . 

4 Q. I n your o p i n i o n has the r e s e r v o i r i n t h i s 

5 area been adequately defined? 

6 A. Adequately defined? I t h i n k i t ' s been 

7 defined but I don't t h i n k i t ' s been produced 

8 adequately by any means or e x p l o i t e d or however you 

9 want t o say i t . 

10 Q. I n your o p i n i o n w i l l the e n t i r e u n i t i z e d 

11 area c o n t r i b u t e reserves t o the u n i t ? 

12 A. Yes, i t w i l l . Cross-sections A and B show 

13 t h a t w i t h the continuance of p o r o s i t y east/west 

14 north/south. 

15 Q. I assume w i t h what you reviewed f o r us 

16 today, i s i t your o p i n i o n t h a t the area i s w e l l 

17 s u i t e d f o r secondary recovery p r o j e c t ? 

18 A. Absolutely. I t h i n k t h a t c y c l i c s t a c k i n g 

19 nature makes t h i s an i d e a l w a t e r f l o o d candidate. 

20 Q. Were Alamo E x h i b i t s 3 through 8 e i t h e r 

21 prepared by you or compiled under your d i r e c t 

22 supervision? 

23 A. Yes. 

24 MS. MUNDS-DRY: Move the admission o f 

25 Alamos E x h i b i t s 3 th rough 8. 

PAUL BACA PROFESSIONAL COURT REPORTERS 
dbbac29c-e5d7-4b5d-9c3f-0be797fe1684 



Page 33 

1 HEARING EXAMINER JONES: E x h i b i t s 3 

2 through 8 w i l l be admitted. 

3 (Note: E x h i b i t s 3 through 8 admitted.) 

4 MS. MUNDS-DRY: That concludes my d i r e c t 

5 examination. 

6 MR. BROOKS: Just a couple more questions. 

7 Even though you are seeing these i n a gross sense, 

8 you are seeing t h i s p o r o s i t y , the t o t a l p o r o s i t y , 

9 what k i n d of e f f e c t i v e p o r o s i t y do you t h i n k you 

10 r e a l l y have here? 

11 THE WITNESS: We have had some w e l l s 

12 analyzed by New Tech. Now, these are not modern 

13 logs, so we have picked some modern logs a couple 

14 miles away t h a t was on tr e n d w i t h t h i s s o r t of t h i n g 

15 t h a t we had analyzed. What we were seeing was the 

16 average p o r o s i t y of the Grayburg sands was about 11 

17 t o 12 percent p o r o s i t y i n the sandstones. So I 

18 would say on modern e l e c t r i c logs, I have seen 

19 p o r o s i t i e s as high as 18 or maybe even 20 percent 

20 o c c a s i o n a l l y . 

21 HEARING EXAMINER JONES: So you are seeing 

22 the high p o r o s i t y and the f i n d s t h a t are i n the 

23 sands, what k i n d -- are they amenable t o -- you have 

24 t o be r e a l c a r e f u l and not s w e l l anything? I n other 

25 words --
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1 THE WITNESS: No, s i r . There's not much 

2 c l a y i n t h i s . These are f e l d s p a t h i c . 

3 HEARING EXAMINER JONES: Say t h a t again. 

4 THE WITNESS: Felspar. They have a l o t of 

5 potassium i n them and t h a t ' s why they are 

6 r a d i o a c t i v e . They are not quarts, they are f e l s p a r . 

7 HEARING EXAMINER JONES: They came from 

8 g r a n i t e . 

9 THE WITNESS: That's r i g h t . A very 

10 f e l s p a r r i c h g r a n i t e . So there's r e a l l y -- they are 

11 not hot because they have cla y , they are hot because 

12 of the f e l s p a r . So s w e l l i n g i s not r e a l l y an issue 

13 here. 

14 HEARING EXAMINER JONES: Okay. Even 

15 though I know i n some of the clean waterfloods 

16 there's a l o t of i r o n carryover, and I don't know i f 

17 they get t h i s out here. And also they have r e a l 

18 high i n j e c t i o n pressures, and I don't know i f t h i s 

19 f l o o d does. We can ask the engineer. 

2 0 THE WITNESS: I'm a f r a i d you w i l l have t o . 

21 I don't know. 

22 HEARING EXAMINER JONES: Do you t h i n k one 

23 reason they s k i p some of these zones t h a t you have 

24 i d e n t i f i e d i s because they ran mud logs on the w e l l s 

25 t h a t were d r i l l e d ? 
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1 THE WITNESS: I t ' s p o s s i b l e they d i d . A 

2 l o t of the w e l l s were d r i l l e d i n 1957 and '58 and 

3 t h a t ' s r e a l l y -- t o my understanding t h a t ' s r e a l l y 

4 before fluorescence was used. What people would do 

5 i s they would take samples i n a t r a y and k i n d of 

6 shake them around, and the way they behaved 

7 i n d i c a t e d i f they were coated w i t h o i l or not. Talk 

8 about an a r t . 

9 And so I would say yes, the ones t h a t even 

10 had mud logs p o s s i b l y they missed a l o t of zones 

11 because a l o t of these are very t h i n zones. They 

12 are not 50 f o o t t h i c k , they are f o u r f o o t t h i c k and 

13 f i v e . So I t h i n k i t ' s easy t o miss t h a t and 

14 d i s t r i b u t e i t w h i l e the samples are coming up. 

15 HEARING EXAMINER JONES: Would they have 

16 been r o t a r y d r i l l e d or --

17 THE WITNESS: Rotary. These were r o t a r y 

18 d r i l l e d . 

19 HEARING EXAMINER JONES: And w i t h these 

2 0 laminated r e s e r v o i r s , the f r a c t u r e s or the 

21 s t i m u l a t i o n would be contained i n the r e s e r v o i r 

22 p r e t t y adequately, i n your opinion? 

23 THE WITNESS: I t h i n k the ones t h a t are 

24 completed w i t h j u s t a c i d , probably. As the f r a c s , 

25 the sand f r a c s get l a r g e r and l a r g e r , then I t h i n k 
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1 we are probably breaking those boundaries and maybe 

2 lumping two or three zones together. 

3 HEARING EXAMINER JONES: Okay. 

4 THE WITNESS: But I have t o say also t h a t 

5 the treatments i n the o l d e r w e l l s , the l a t e '50s, 

6 those were very small sand treatments compared t o 

7 what we do today, the b i g -- the Wolfberry k i n d of 

8 f r a c s . There's no comparison at a l l . Those 

9 treatments, i n my understanding, those are r e a l l y t o 

10 get beyond damage from d r i l l i n g the f l u i d s . 

11 HEARING EXAMINER JONES: But i t ' s 

12 continuous and i t ' s adequate f o r waterflooding? 

13 THE WITNESS: I b e l i e v e so, yes. 

14 HEARING EXAMINER JONES: There has been 

15 underwater f l o o d i n g so you probably looked at t h a t , 

16 and compared t o your geologic a n a l y s i s , k i n d of 

17 worked w i t h the a c t u a l w a t e r f l o o d i n g t o see i f your 

18 geology a n a l y s i s coincides w i t h that? 

19 THE WITNESS: Uh-huh. Yes, s i r . 

2 0 HEARING EXAMINER JONES: Okay. Well, 

21 thank you very much. 

22 MR. BROOKS: I have no questions. 

23 H. PATRICK SEALE 

24 a f t e r having been f i r s t d u l y sworn under oath, 

25 was questioned and t e s t i f i e d as f o l l o w s : 
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EXAMINATION 

2 BY MS. MUNDS-DRY 

3 Q. Good morning. 

4 A. Good morning. 

5 Q. Would you please s t a t e your f u l l name f o r 

6 the record? 

7 A. H o r r i s P a t r i c k Seale. 

8 Q. Where do you reside? 

9 A. Houston, Texas. 

10 Q. By whom are you employed? 

11 A. Alamo Permian Resources, LLC. 

12 Q. What i s your p o s i t i o n w i t h Alamo? 

13 A. Senior v i c e p r e s i d e n t . 

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

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

16 A. No, I have not. 

17 Q. Would you please -- and I'm not sure, 

18 Mr. Seale, w i t h your experience, how you have ever 

19 escaped t e s t i f y i n g before the D i v i s i o n before but 

20 l e t ' s review your education and experience and 

21 background f o r the examiners. 

22 A. I graduated w i t h a bachelor of science and 

23 petroleum engineering from the U n i v e r s i t y of Texas 

24 at A u s t i n i n 1976. I began my career w i t h Exxon 

25 Company U.S.A. and from 1976 through 1989 I held 
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1 v a r i ous p o s i t i o n s of i n c r e a s i n g r e s p o n s i b i l i t y w i t h 

2 Exxon, the Louisiana Land and E x p l o r a t i o n Company, 

3 M a r l i n Petroleum Corporation, Union Texas Petroleum 

4 and Fina O i l and Chemical. 

5 I n 1990 I was named v i c e president of 

6 engineering f o r Kabot O i l and Gas Corporation, and 

7 then i n 1993 I j o i n e d N a t i o n a l West M i n i s t e r Bank 

8 out of London but I was based i n Houston as v i c e 

9 president of engineering and head of the engineering 

10 f o r the North American Energy U n i t . I continued 

11 t h a t u n t i l 1997. 

12 I n November I j o i n e d Frontera Resources 

13 Corporation. I t was a s t a r t u p independent o i l and 

14 gas e x p l o r a t i o n and production company i n the former 

15 Soviet Union, and I s t a r t e d up our operations i n the 

16 Republic of Georgia and the A z e r b a i j a n i Republic. I 

17 l e f t Frontera i n October of 2000 t o j o i n Concept 

18 Energy Corporation and s t a r t up a small E & P 

19 company i n Bogota, Columbia. 

20 Then i n 2001 i n May I was co-founder of 

21 SPI Operations, LLC, a p r i v a t e company based i n 

22 Midland, Texas and served as president of the 

23 company u n t i l January of 2008. I n February of 2008 

24 I helped co-found Doral Energy Corporation, a p u b l i c 

25 company based i n Midland, Texas and served as 
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1 D o r a l 1 s p r e s i d e n t , c h i e f o p e r a t i n g o f f i c e r and 

2 d i r e c t o r . 

3 I n June 2010 when Alamo permian purchased 

4 the assets of Doral Energy Corporation, I came over 

5 and j o i n e d Alamo Permian Resources as senior v i c e 

6 pre s i d e n t . 

7 Q. And what do your d u t i e s as senior v i c e 

8 president include? 

9 A. I am responsible f o r our engineering, 

10 eval u a t i o n s , r e s e r v o i r engineering and planning and 

11 reserves. 

12 Q. As f a r as those d u t i e s , does i t include 

13 overseeing engineering p r o j e c t s i n Southeast New 

14 Mexico? 

15 A. Yes. 

16 Q. And f o r the west A r t e s i a Grayburg Unit? 

17 A. Yes. 

18 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 

19 t h a t ' s been f i l e d by Alamo i n t h i s case? 

20 A. Yes, I am. 

21 Q. Have you made an engineering study of the 

22 area? 

23 A. Yes. 

24 MS. MUNDS-DRY: We would tender Mr. Seale 

25 as an expert witness i n petroleum engineering. 
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HEARING EXAMINER JONES: He i s so 

2 q u a l i f i e d . Thanks f o r going over t h a t . That was 

3 i n t e r e s t i n g . 

4 Q. Mr. Seale, d i d Alamo prepare an 

5 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 the Form 

6 C-108? 

7 A. Yes, they d i d . 

8 Q. Were you i n v o l v e d i n the preparation? 

9 A. Yes, I was. 

10 Q. And i s the C-108 prepared by Alamo 

11 i d e n t i f i e d as E x h i b i t No. 9? 

12 A. Yes, i t i s . 

13 Q. Let's go through t h i s packet. F i r s t of 

14 a l l , i s t h i s the expansion of an e x i s t i n g p r o j e c t ? 

15 A. Alamo i s requesting the reinstatement of 

16 the WAGU west A r t e s i a Grayburg Unit w a t e r f l o o d 

17 p r o j e c t . 

18 Q. You don't need t o go through the whole 

19 h i s t o r y of the w a t e r f l o o d since we know i t ' s been i n 

20 existence f o r a w h i l e . But i f you could give a 

21 b r i e f snapshot of how the w a t e r f l o o d came i n place? 

22 A. The West A r t e s i a Grayburg Uni t has been 

23 shown today as a 640-acre w a t e r f l o o d p r o j e c t . I t 

24 was e s t a b l i s h e d on A p r i l 25, 1967 by NMOCD Order 

25 R-3357 which was l a t e r amended by Order R-3357A and 
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1 R-3357B. I t was o r i g i n a l l y -- the West A r t e s i a 

2 Grayburg u n i t o r i g i n a l l y contained seven water 

3 i n j e c t i o n w e l l s t h a t were d r i l l e d as producers by 

4 f o u r d i f f e r e n t operators between September of 1957 

5 and January of 1964. 

6 A l l these w e l l s were purchased by H & S 

7 O i l Company of A r t e s i a , New Mexico, the o r i g i n a l 

8 operator of the West A r t e s i a Grayburg U n i t , on May 

9 10, 1968 and converted t o water i n j e c t i o n w e l l s f o r 

10 the u n i t . 

11 The seventh water i n j e c t i o n w e l l , not p a r t 

12 of t h i s a p p l i c a t i o n , was the West A r t e s i a Grayburg 

13 Unit No. 11, which was plugged and abandoned by 

14 Alamo Permian i n June of 2010. Water i n j e c t i o n was 

15 i n i t i a t e d i n t h i s u n i t oh November 9, 1968 and 

16 through September of t h i s past year, and when we 

17 were ordered t o shut i n our i n j e c t i o n 5.4 m i l l i o n 

18 b a r r e l s of water had been i n j e c t e d i n t o the u n i t . 

19 Q. Thank you. Mr. Seale, how many w e l l s , 

20 j u s t t o be c l e a r , are p a r t the of the a p p l i c a t i o n ? 

21 A. Six at the present time. 

22 Q. Those are i d e n t i f i e d i n the C-108? 

23 A. Yes. 

24 Q. Who w i l l be the opera to r o f the 

25 wa te r f l ood? 
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1 A. Alamo Permian Resources. 

2 Q. I f you could, and t h i s i s i n the 

3 a p p l i c a t i o n -- l e t ' s f i n d the page number -- on Page 

4 7 of the a p p l i c a t i o n , what i s the p l a n f o r 

5 s t i m u l a t i n g the i n j e c t i o n wells? 

6 A. We plan t o p e r f o r a t e the porous i n t e r v a l s 

7 t h a t Mr. Fekete was t e s t i f y i n g about and i d e n t i f y as 

8 two shots per f o o t . We w i l l then a c i d - s t i m u l a t e the 

9 i n d i v i d u a l zones using 15 percent NEFE, hy d r o c h l o r i c 

10 a c i d , a t an average volume of 75 gal l o n s a f o o t . 

11 Q. Also on Page 7 of the a p p l i c a t i o n , have 

12 you attached appropriate logging and w e l l t e s t data 

13 on each i n j e c t o r or has t h a t data already been f i l e d 

14 w i t h the D i v i s i o n ? 

15 A. A l l logs and data have been p r e v i o u s l y 

16 . submitted t o the D i v i s i o n . 

17 Q. I d i d n o t i c e t h a t p a r t of your a p p l i c a t i o n 

18 included some recent mechanical i n t e g r i t y tests? 

19- A. Yes, they were included. 

2 0 Q. Okay. And t h a t ' s -- these don't have page 

21 numbers but I t h i n k i t ' s the f i r s t set of 

22 i n f o r m a t i o n a f t e r the a p p l i c a t i o n ; i s t h a t correct? 

23 A. I be l i e v e t h a t ' s c o r r e c t , yes. 

24 Q. Mr. Bruce and I are u s u a l l y used t o 

25 r e f e r r i n g t o the page number of the packet. 
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1 A. I t ' s the f i r s t attachment, yes. 

2 Q. And a f t e r you thumb past those MITs, has 

3 Alamo also included i n j e c t i o n w e l l data sheets f o r 

4 each of the i n j e c t i o n wells? 

6 t h a t f o r a l l of the i n j e c t i o n w e l l s i n the package, 

7 the c o n s t r u c t i o n was done t o ensure i n j e c t i o n t h a t ' s 

8 i n t o the p e r m i t t e d u n i t i n t e r v a l only, and each 

9 i n j e c t i o n w e l l i s equipped w i t h 2 and 3/8 inc h 

10 i n t e r n a l l y coated t u b i n g on a packer. That i s used, 

11 of course, t o p r o t e c t the i n t e r i o r of the t u b i n g 

12 from c o r r o s i o n and wear. 

13 And the annulus, the casing t u b i n g annulus 

14 i s f i l l e d w i t h an i n h i b i t e d packer f l u i d i n each 

15 case w i t h c o r r o s i o n i n h i b i t o r s t o prevent damage t o 

16 the e x t e r i o r of the t u b i n g and the i n t e r i o r of the 

17 production casing. 

18 Q. Thank you. Does Alamo seek a u t h o r i t y t o 

19 commit a d d i t i o n a l w e l l s t o i n j e c t i o n through the 

20 D i v i s i o n ' s a d m i n i s t r a t i v e procedures? 

21 A. Yes, pursuant t o 19.15.26 NMAC. 

22 Q. And Mr. Woodruff reviewed t h i s e a r l i e r . 

23 Does Alamo E x h i b i t 1, which i s the Midland map, show 

24 the area of review around each i n j e c t o r ? 

25 A. Yes. 

5 A. Yes, we have, and i n genera l I can say 
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1 Q. That was included i n the C-108, was i t 

2 not? 

3 A. Yes. 

4 Q. Are there plugged and abandoned w e l l s 

5 w i t h i n the areas of review? 

6 A. Yes, there are. 

7 Q. And I b e l i e v e here as we go past the 

8 i n j e c t i o n w e l l data sheets, Alamo has included a 

9 t a b l e of a l l of the w e l l s t h a t are i n the p u b l i c 

10 record w i t h i n the areas of review? 

11 A. Yes, we have. 

12 Q. And i f you could summarize f o r the 

13 examiners what's included i n t h a t t a b l e . 

14 A. I n the area of review we looked at a l l of 

15 the w e l l s t h a t we could f i n d records on e i t h e r from 

16 the NMOCD database and records, our own i n t e r n a l 

17 f i l e s and amass a t a b l e of w e l l s w i t h i n the s i x 

18 h a l f - m i l e c i r c l e s around our i n j e c t i o n w e l l s and 

19 found 69 w e l l s w i t h i n t h i s area of review. 

20 Twenty-seven of those w e l l s are a c t u a l l y located on 

21 the West A r t e s i a Grayburg Uni t and ten are located 

22 on a d d i t i o n a l Alamo-operated leases. T h i r t e e n of 

23 the 6 9 w e l l s have been plugged and abandoned. Six 

24 of those w e l l s are on Alamo Permian leases and seven 

25 of the P & A w e l l s are on o f f s e t leases. 
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Q. Mr. Seale, have you included wellbore 

2 schematics f o r the 13 w e l l s t h a t you mentioned t h a t 

3 were plugged and abandoned i n the areas of review? 

4 A. Yes, we have, and they are attached t o the 

5 C-108. 

6 Q. Mr. Jones can look through these i n more 

7 d e t a i l , but I d i d n o t i c e i f you go t o these wellbore 

8 schematics on the second page w i t h i n the schematic 

9 i t s e l f f o r the WAGU No. 25 --

10 A. Okay. 

11 Q. There's a n o t a t i o n on there t h a t 

12 says "mud, question mark." Can you e x p l a i n what 

13 t h a t means? 

14 A. At the time the sketch was prepared i t was 

15 unclear. We have since discerned i t was f i l l e d w i t h 

16 mud. 

17 Q. So you are con f i d e n t now a f t e r a d d i t i o n a l 

18 review there's mud i n there? 

19 A. Yes, I am. 

20 Q. And have you reviewed the data a v a i l a b l e 

21 on the w e l l s w i t h i n the area of review f o r the 

22 w a t e r f l o o d p r o j e c t ? 

23 A. Yes, I have. 

24 Q. Have you s a t i s f i e d y o u r s e l f there's no 

25 remedial work t h a t needs t o be done on the w e l l s t o | 
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enable Alamo t o s a f e l y operate these wells? 

2 A. The data we have of record shows t h a t each 

3 w e l l was p r o p e r l y plugged per the NMOCD r e g u l a t i o n s 

4 at the time of abandonment, and I b e l i e v e t h a t no 

5 i n j e c t e d f l u i d would be allowed t o escape from the 

6 proposed zone of i n j e c t i o n . 

7 Q. And have you looked at the f r e s h water 

8 zones, p a r t i c u l a r l y i n the plugged w e l l s , t o 

9 determine whether they w i l l be p r o t e c t e d as well? 

10 A. Yes, a l l of the f r e s h water zones t h a t we 

11 have been able t o determine are p r o t e c t e d i n each 

12 and every plugged w e l l . 

13 Q. Let's t u r n back t o the main p a r t of the 

14 a p p l i c a t i o n . What i n j e c t i o n volumes does Alamo 

15 propose? 

16 A. We were proposing i n j e c t i o n of 600 b a r r e l s 

17 per day, average r a t e at t h a t , and a maximum r a t e of 

18 1,000 b a r r e l s per day per w e l l . 

19 Q. I b e l i e v e , Mr. Seale, t h a t can be found on 

20 Page 5 of the C-108 which has been marked as Alamo 

21 E x h i b i t 9? 

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

23 Q. What i n j e c t i o n pressure i s Alamo 

24 proposing? 

25 A. Average of 500 PSI and a maximum of 1200. 
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1 Q. What i s the source of the i n j e c t i o n water? 

2 A. I t ' s produced water from the West A r t e s i a 

3 Grayburg Unit w e l l s . I t ' s also produced water from 

4 other Alamo w e l l s i n the same area, and i t ' s 

5 produced water from outside operated leases i n the 

6 area and any water t h a t comes on t o the u n i t f o r 

7 i n j e c t i o n from outside operated w e l l s and other 

8 leases should always check f o r c o m p a t i b i l i t y p r i o r 

9 t o any i n c l u s i o n i n t o our system. 

10 Q. Did Alamo include samples of some of the 

11 water t h a t comes o f f the u n i t i n the a p p l i c a t i o n ? 

12 A. Yes, we d i d . 

13 Q. And w i l l the system be open or closed? 

14 A. I t i s a closed system. 

15 Q. Going back t o the pressure t h a t you are 

16 c u r r e n t l y seeking i n the a p p l i c a t i o n , i f a higher 

17 pressure i s needed by Alamo, w i l l Alamo j u s t i f y the 

18 higher pressure w i t h an OCD-witness separate t e s t ? 

19 A. Yes, we would. 

20 Q. I f you could, e x p l a i n f o r the examiners 

21 how w i l l Alamo monitor the w e l l s t o ensure the 

22 i n t e g r i t y of the wellbores i n the u n i t ? 

23 A. Alamo w i l l c o n t i n u a l l y monitor the casing 

24 pressure on the i n j e c t i o n w e l l s and also the 

25 wellhead i n j e c t i o n pressures. We w i l l then, of 
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1 course, perform our annual mechanical i n t e g r i t y 

2 t e s t s or MIT t h a t ' s r e q u i r e d by the OCD on these 

3 w e l l s and our Bradenhead t e s t every f i v e years as 

4 re q u i r e d . 

5 Q. Thank you. I f we could t u r n t o s e c t i o n --

6 I b e l i e v e i t ' s marked Section 8 of the a p p l i c a t i o n , 

7 which i s about half-way through the packet which j 

8 discusses the f r e s h water data. I'm sorry, I don't 

9 have page numbers t o get you there any easier. I 

10 A. Okay. | 

11 Q. Alamo conducted a study of f r e s h water | 

12 data f o r the u n i t ? j 

13 A. Yes, we d i d . j 

j 
14 Q. And d i d you f i n d any f r e s h water zones i n j 

15 the area? j 

16 A. Of a l l of the f r e s h water a v a i l a b l e i n 

17 Southeastern New Mexico, the only zone t h a t we found 

18 i n t h i s area i s the quaternary a l l u v i a l formation. I 

19 Q. And at what depth does t h a t range? | 

20 A. Usually from about 140 t o 160 f e e t below 

21 the surface. 

22 Q. And I b e l i e v e also t h a t Alamo has a f r e s h 

23 water w e l l w i t h i n the u n i t ? 
24 A. Yes. I f you look i n Section 18, Unit j 
25 l e t t e r A on our Jennings lease there i s a f r e s h j 
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1 water window. 

2 Q. And does Alamo propose t o i n j e c t i n any of 

3 f r e s h water zones? 

4 A. No. 

5 Q. I n your o p i n i o n , w i l l the proposed 

6 i n j e c t i o n of these w e l l s pose a t h r e a t t o the 

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

8 A. No. 

9 Q. And besides the w e l l i n Section 18, are 

10 there f r e s h water w e l l s w i t h i n one mile of any of 

11 the proposed i n j e c t i o n wells? 

12 A. Yes. We looked at access, the New Mexico 

13 water and i n f r a s t r u c t u r e water system, the Wade 

14 system, and we found seven f r e s h water w e l l s i n our 

15 area of review. Three of those were i n Section 4, 

16 three were i n Section 7 and one was i n Section 17. 

17 So they k i n d of bracket on both sides of our 

18 w a t e r f l o o d u n i t . 

19 Q. Did you include t h a t data from the State 

20 Engineer's system i n the a p p l i c a t i o n ? 

21 A. Yes, we d i d . 

22 Q. And also d i d you include the f r e s h water 

23 w e l l i n f o r m a t i o n f o r the w e l l i n Section 18? 

24 A. Yes, we d i d . For the f r e s h water i n 

25 Section 18 we d i d also, yes. 
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Q. Do you have t h a t sample, t h a t a n a l y s i s f o r 

2 the f r e s h water well? 

3 A. The f r e s h water sample from the w i n d m i l l 

4 i n Section 18 showed a c h l o r i d e content of 47 p a r t s 

5 per m i l l i o n . I t ' s very, very f r e s h . 

6 Q. Are the w e l l s i n the p r o j e c t area p r o p e r l y 

7 completed and cased so as t o i s prevent any 

8 secondary recovery operations from damaging f r e s h 

9 water i n the area? 

10 A. Yes, they are. 

11 Q. And also i n t h i s packet d i d Alamo include 

12 appropriate g e o l o g i c a l data per the requirements of 

13 the C-108? 

14 A. Yes, the g e o l o g i c a l data was provided as 

15 reviewed by Mr. Fekete. 

16 Q. That's included a f t e r the f r e s h water 

17 analysis? 

18 A. I t i s , yes. 

19 Q. Did Alamo examine the a v a i l a b l e geologic 

20 and engineering data f o r t h i s r e s e r v o i r ? 

21 A. Yes. 

22 Q. As a r e s u l t of t h a t examination, have you 

23 found any evidence of open f a u l t s ? 

24 A. No, we found no evidence of open f a u l t s or 

25 connections or anything. 
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1 Q. No other hydrologic connections between 

2 the i n j e c t i o n i n t e r v a l or any other source of 

3 d r i n k i n g water? 

4 A. No, we found none. 

5 Q. Let's t u r n t o what's marked as Alamo 

6 E x h i b i t 10. 

7 A. Okay. 

8 Q. I f you could i d e n t i f y and review t h i s 

9 e x h i b i t , what i s the e x h i b i t f o r the examiners? 

10 A. This e x h i b i t i s our a p p l i c a t i o n f o r 

11 enhanced o i l recovery p r o j e c t q u a l i f i c a t i o n f o r the 

12 recovered o i l t a x r a t e at the West A r t e s i a Grayburg 

13 Unit i n Eddy County, New Mexico. 

14 Q. Does t h i s meet a l l the requirements of the 

15 d i v i s i o n rules? 

16 A. I b e l i e v e i t does. 

17 Q. I don't want t o go through everything i n 

18 here, but i f we could, t u r n t o Page 3 of t h i s l e t t e r 

19 a p p l i c a t i o n . I f you could review the c a p i t a l cost 

20 estimate f o r the p r o j e c t . 

21 A. The c a p i t a l cost as we c u r r e n t l y see them 

22 includes about $500,000 of f i e l d i n s t a l l a t i o n s and 

23 upgrades, development d r i l l i n g costs of 3.45 m i l l i o n 

24 d o l l a r s f o r the d r i l l i n g and completion of 12 

25 a d d i t i o n a l w e l l s , w e l l remediation and other costs 
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1 of about 1.5 m i l l i o n d o l l a r s , and work on our 

2 i n j e c t i o n system of $500,000 f o r a t o t a l c a p i t a l 

3 cost p r o j e c t i o n of $5,950,000. 

4 Q. How much a d d i t i o n a l p r o d u c t i o n does Alamo 

5 expect t o o b t a i n from the p r o j e c t ? 

6 A. At the c u r r e n t time we are l o o k i n g at 

7 approximately $300,000. 

8 Q. What do you estimate the a d d i t i o n a l value 

9 of the t o t a l production? 

10 A. Average p r i c e of $75 a b a r r e l i t would be 

11 $22,500,000. 

12 Q. And without t h i s w a t e r f l o o d p r o j e c t i n the 

13 u n i t area, w i l l there be reserves wasted and l e f t i n 

14 the ground? 

15 A. Yes, there w i l l be. 

16 Q. W i l l approval of t h i s a p p l i c a t i o n and the 

17 implementation of the reinstatement of the 

18 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 

19 conservation, the preve n t i o n of waste and p r o t e c t i o n 

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

21 A. Yes. 

22 Q. How soon does Alamo a n t i c i p a t e commencing 

23 enhanced recovery operations i n t h i s u n i t ? 

24 A. We w i l l be able t o begin immediately upon 

25 reinstatement of the water i n j e c t i o n a u t h o r i t y by 
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1 the NMOCD. 

2 Q. Mr. Seale, does Alamo then request an 

3 expedited approval of t h i s reinstatement of the 

4 p r o j e c t ? 

5 A. Yes, we do. 

6 Q. Were E x h i b i t s 9 through 11 e i t h e r prepared 

7 by you or compiled under your d i r e c t supervision? 

8 A. Yes, they were. 

9 MS. MUNDS-DRY: We move the admission of 

10 E x h i b i t s 9 through 10 i n t o evidence. There's no 11. 

11 HEARING EXAMINER JONES: They w i l l be 

12 admitted. 

13 (Note: E x h i b i t s 9 and 10 admitted.) 

14 MS. MUNDS-DRY: That concludes my d i r e c t 

15 examination. 

16 HEARING EXAMINER JONES: You request a 

17 uniform pressure l i m i t over the whole p r o j e c t f o r 

18 a l l the wells? 

19 THE WITNESS: Yes, we would. 

2 0 HEARING EXAMINER JONES: Or i n d i v i d u a l 

21 pressure l i m i t s f o r each well? 

22 THE WITNESS: Our a p p l i c a t i o n i s assuming 

23 an i n d i v i d u a l l i m i t f o r each w e l l w i t h i n the uniform 

24 
25 HEARING EXAMINER JONES: Uniform? 
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1 THE WITNESS: Yes, s i r . 

2 HEARING EXAMINER JONES: And the 1275 i s 

3 more than .2 PSI per f o o t , but those were probably 

4 approved i n previous years; i s t h a t c o r r e c t , from 

5 step r a t e t e s t s ? 

6 THE WITNESS: I'm not r e a l l y -- I don't 

7 know i f any step r a t e t e s t s were ever run. I t ' s 

8 j u s t what our operations f o l k s t o l d me they would 

9 l i k e t o have as a maximum pressure. 

10 HEARING EXAMINER JONES: Now, i s t h a t the 

11 pressure t h a t the w a t e r f l o o d has been o p e r a t i n g on 

12 i n the past? 

13 THE WITNESS: No, because we d i d n ' t have 

14 the volumes of water. A thousand b a r r e l s of day, 

15 our maximum pressures wduld be much higher than we 

16 have experienced i n the past. 

17 HEARING EXAMINER JONES: Do you know what 

18 pressure l i m i t you had -- I mean what -- so now you 

19 have got more water t o i n j e c t because you put more 

20 producers on l i n e ; i s t h a t correct? 

21 THE WITNESS: We would be p u t t i n g more 

22 water i n e i t h e r from our own work. We plan t o do a 

23 s t i m u l a t i o n and r e - p e r f o r a t i n g a l l the producing 

24 w e l l s you were shown by Mr. Fekete. That w i l l add 

25 t o our produced water but also b r i n g i n water from 
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1 o f f s e t leases and non-operated leases i n the area 

2 t h a t i s compatible w i t h the water i n t h i s u n i t . 

3 HEARING EXAMINER JONES: Okay. So do you 

4 have the pumps already out there? 

5 THE WITNESS: We have a pump capable of 

6 p u t t i n g t h a t up, yes, we do. And we have r e c e n t l y 

7 upgraded our b a t t e r y , producing b a t t e r y and i t ' s a l l 

8 ready t o go. 

9 HEARING EXAMINER JONES: The pressure 

10 l i m i t , I would have t o -- we may need you t o run 

11 some step r a t e t e s t s but I w i l l look at the data we 

12 have got and we w i l l see. 

13 THE WITNESS: Okay. 

14 HEARING EXAMINER JONES: I understand t h a t 

15 you need t h i s pressure t b achieve your goal of 

16 g e t t i n g t h i s o i l out of the ground. 

17 THE WITNESS: Yes. U n t i l we have the 

18 a c t u a l volume going down these w e l l s , we are a l l 

19 faced w i t h having t o do our best at es t i m a t i n g what 

20 the impact would be e i t h e r i n geology or 

21 engineering. And what I was able t o do, I have done 

22 some work using breakdown pressures from the f i v e 

23 recent w e l l s . We added those e x t r a p e r f o r a t i o n s as 

24 shown by the g e o l o g i c a l study, and then we were able 

25 t o measure the breakdown pressure and the average 
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1 i n j e c t i o n r a t e a t the end of those d u r i n g f l u s h . 

2 But what we found using the breakdown 

3 pressures would tend t o show a cu r r e n t f r a c gradient 

4 i n t h i s u n i t of approximately a 1.52 g r a d i e n t . 

5 I know t h a t sounds high, but the 

6 l i t e r a t u r e -- there's been a l o t of work i n the 

7 petroleum engineering l i t e r a t u r e about the f r a c 

8 gradien t s and waterfloods r i s i n g over time. And Ben 

9 Eaton, i n a paper i n October of 1969 even showed i n 

10 a C a l i f o r n i a o i l f i e l d where a f t e r j u s t a year of 

11 i n j e c t i o n the f r a c g r a dient a c t u a l l y increased, 

12 measured f r a c g r a dient by 33 percent. 

13 So as I look a t the f i e l d r i g h t now or 

14 t h i s u n i t , we have been i n j e c t i n g water f o r over 4 0 

15 years, and have i n j e c t e d 5.4 m i l l i o n or our 

16 predecessors have, l e t ' s say. So t o me i t seems --

17 I would say from t h a t perspective i t would be 

18 reasonable and conceivable t h a t our curr e n t f r a c 

19 g r a d i e n t could be much higher, as would our 

2 0 r e s e r v o i r pressures. 

21 HEARING EXAMINER JONES: That's probably a 

22 down hole f r a c g r a d i e n t as opposed t o a surface 

23 gradient? 

24 THE WITNESS: Yes. 

25 HEARING EXAMINER JONES: So i t wouldn't be 
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q u i t e t h a t severe at the surface. I f you backed i t 

2 out t o .433 up t o the surface. 

3 THE WITNESS: Yes. I'm t a l k i n g about the 

4 e f f e c t i v e f r a c g r a d ient t o go i n t o the formation at 

5 a mid p o i n t of 2125 f e e t , which i s approximately the 

6 midpoint of the i n t e r v a l . 

7 HEARING EXAMINER JONES: What's r i g h t 

8 above your formation? You got a l i t t l e b i t of Queen 

9 and Grayburg here, so you have the Yates and then 

10 you have the S o l t ; i s t h a t correct? Above i t ? 

11 THE WITNESS: I b e l i e v e t h a t ' s t r u e but I 

12 would have t o defer those questions probably. We 

13 have a standard l i t h o l o g y . 

14 HEARING EXAMINER JONES: Okay. Well, we 

15 w i l l get a l l we can do on t h a t . But who was the 

16 operator d u r i n g t h a t s h u t - i n p e r i o d a few years ago? 

17 THE WITNESS: B & W o i l Company of 

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

19 HEARING EXAMINER JONES: O i l pressures 

20 were p r e t t y low at the time. 

21 THE WITNESS: Yes. 

22 HEARING EXAMINER JONES: So the new --

23 your completion program now going i n and approving 

24 your conformance w i t h the i n i t i a l p e r f s and you are 

25 o n l y doing a .2 shots per foot? That's i n t e r e s t i n g . 
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1 But are you p u t t i n g a f r a c job over the whole 

2 i n t e r v a l ? 

3 THE WITNESS: Right now a l l we are 

4 proposing i s a c i d jobs. I t ' s 75 gallons per f o o t , 

5 because of the response we have seen i n our 

6 breakdowns of the i n j e c t i o n w e l l s t o date. That's 

7 not t o r u l e out the p o s s i b i l i t y t h a t f r a c work could 

8 be done at a l a t e r date. When you are p e r f o r a t i n g 

9 such larg e i n t e r v a l s as t h i s , you have t o be very 

10 c a r e f u l of your number of holes t o determine 

11 t r a c k i n g a large i n t e r v a l . So i f we put much more 

12 holes than t h a t , we would have a hard time going 

13 back and f r a c k i n g . We are l o o k i n g --

14 HEARING EXAMINER JONES: At the futu r e ? 

15 THE WITNESS: Yes. But we have seen we 

16 are able t o break down the w e l l s we have already 

17 p e r f o r a t e d and a c i d i z e d and had w e l l s t h a t we could 

18 not pump i n t o approaching 2,000 PSI t h a t would take 

19 water r a t e s a f t e r the f r a c j o b at f i v e t o seven 

20 b a r r e l s ' a minute at less than 2,000 PSI. 

21 HEARING EXAMINER JONES: P r e t t y good. 

22 THE WITNESS: That's the proof of what Mr. 

23 Fekete was t e s t i f y i n g t o e a r l i e r i n our mind, t h a t 

24 we are opening up and e f f e c t i v e l y opening up new 

25 r e s e r v o i r , and also d u r i n g these a c i d jobs we are 
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1 using rock s a l t as a d i v e r t i n g agent, a thousand 

2 pounds i n each stage and we pumped i n s i x stages. 

3 We see d i s c r e t e breakdowns between each stage. So 

4 i t gives us the impression r i g h t now t h a t we are 

5 seeing a very good breakdown and we are able t o get 

6 i n t o t h i s new formation, and we would l i k e t o take 

7 the time t o see how t h a t goes before we t r y t o f r a c 

8 i t . Because, you know, you can never unfrac a rock 

9 l i k e t h a t . You always want t o see what i t does 

10 f i r s t . 

11 HEARING EXAMINER JONES: Well, those o l d 

12 w e l l s w i t h the e x i s t i n g p e r f s , do you t h i n k they are 

13 s t i l l open? 

14 THE WITNESS: No, we w i l l mechanically 

15 clean those o f f and then run --we are running 

16 casing i n t e g r i t y logs and a l l t h i s before we work. 

17 We are running a 4 0-arm c a l i p e r we have had a l o t of 

18 success w i t h i n New Mexico and also over i n Texas. 

19 I t w i l l adequately define -- i t ' s not only 

20 mechanical but has e l e c t r o n i c measuring of casing 

21 thickness. We have been very successful i n doing 

22 t h a t . 

23 So i f we see something i n any of the w e l l s 

24 and we go i n the f i r s t time and the i n t e g r i t y i s not 

25 there i n the casing, we r e a l i z e i t ' s much b e t t e r f o r 
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1 us i n many cases -- t h a t ' s a l a r g e i n t e r v a l -- t o 

2 plug the w e l l and r e d r i l l and s t a r t over. We don't 

3 want t o go i n there and do the work without good 

4 casing i n t e g r i t y . 

5 HEARING EXAMINER JONES: Have you stuck 

6 any packers out there? 

7 THE WITNESS: We have not. 

8 HEARING EXAMINER JONES: Are you asking 

9 f o r any r e l i e f on the 100-foot packer s e t t i n g depth 

10 because of the o l d wells? I n other words, are you 

11 asking f o r some --

12 THE WITNESS: You mean above the zone? 

13 HEARING EXAMINER JONES: Above the zone. 

14 THE WITNESS: No, we have been able t o 

15 unseat and seat the packers back. We haven't had a 

16 problem on the w e l l s we p u l l e d on the f o u r i n j e c t o r s 

17 so f a r , no, s i r . 

18 HEARING EXAMINER JONES: You are asking 

19 f o r the EUR tax c r e d i t and I guess t h i s l a s t e x h i b i t 

2 0 was the --

21 THE WITNESS: No. 10. 

22 HEARING EXAMINER JONES: To cover t h a t . 

23 That should be okay. See i f o i l ever gets t o t h a t 

24 l e v e l again. 

25 THE WITNESS: Well, t h i s a c t u a l l y , t h i s 
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1 graph and t h a t v a l u a t i o n comes from our most recent 

2 t h i r d p a r t y engineering r e p o r t prepared by Russell 

3 H a l l & Associates, so you are a c t u a l l y l o o k i n g at 

4 the graph prepared from t h e i r r e p o r t . 

5 HEARING EXAMINER JONES: So your reserves 

6 are done by a t h i r d party? 

7 THE WITNESS: Russell H a l l & Associates i n 

8 Midland Texas, yes, s i r . 

9 HEARING EXAMINER JONES: I f you don't 

10 mind, could you give me a spreadsheet w i t h those 

11 area review w e l l s w i t h your spreadsheet t h a t you 

12 have already done? Can you send t h a t t o me 

13 e l e c t r o n i c a l l y through your attorney? 

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

15 d e f i n i t e l y do t h a t , yes. 

16 MR. BROOKS: I r e a l l y don't have any 

17 questions f o r the witness. I j u s t want t o make an 

18 observation t h a t two of the f i r m s t h a t r e g u l a r l y 

19 represent c l i e n t s before us are inv o l v e d here 

2 0 because the question came up requesting an expedited 

21 order, and at the l a s t hearing I presided over a l l 

22 but one of the cases t h a t I had took under 

23 advisement there was a request f o r expedited order. 

24 We t r y t o honor those requests, but of 

25 course i f we get a request f o r expedited order i n 
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1 every case, the r e s u l t w i l l be t h a t our workload 

2 w i l l be managed i n e x a c t l y the same way i t would be 

3 i f we d i d n ' t get any request. We are not offended 

4 by them and we t r y t o honor them, but i t w i l l be a 

5 more e f f e c t i v e t a c t i c i f i t ' s s e l e c t i v e l y used. 

6 That's a l l I have t o say. 

7 HEARING EXAMINER JONES: And we understand 

8 t h a t the d r i l l i n g season i s here. And i n your case, 

9 we also understand t h a t t h i s has been shut i n . 

10 THE WITNESS: Yes. 

11 MS. MUNDS-DRY: Mr. Jones, I t h i n k you 

12 appreciate t h i s has been shut i n since September. 

13 They would l i k e t o see something come out of i t . 

14 That's the only reason we ask. We appreciate 

15 Mr. Brooks' comments. 

16 MR. BROOKS: I'm not saying don't make 

17 requests f o r the expedited orders. I am saying make 

18 them s e l e c t i v e l y so we r e a l l y know which are the 

19 most important cases and we can give them p r i o r i t y . 

20 Of course, we would l i k e t o get t h i n g s out as soon 

21 as po s s i b l e . U n f o r t u n a t e l y , the c o n d i t i o n of the 

22 s t a t e budget, which i s how they p u b l i c i z e d , we have 

23 been i n s t r u c t e d not t o work overtime. 

24 HEARING EXAMINER JONES: Even i f we want 

25 t o . 
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1 MS. MUNDS-DRY: I understand t h a t . Could 

2 you t e l l my boss t h a t I can't work overtime? 

3 HEARING EXAMINER JONES: He probably has 

4 you on s a l a r y . 

5 MR. BROOKS: I never heard of a law f i r m 

6 where overtime was otherwise than mandatory. 

7 MS. MUNDS-DRY: That's r i g h t . We 

8 appreciate t h a t . You have b i g p i l e s t o deal w i t h , 

9 and i f i t wasn't r e a l l y t r u l y a request f o r 

10 expedited order we wouldn't make i t . So we r e a l l y 

11 mean i t , Mr. Brooks. 

12 MR. BROOKS: Very good. 

13 HEARING EXAMINER JONES: Thank you very 

14 much. 

15 MS. MUNDS-DRY: Nothing f u r t h e r . 

16 HEARING EXAMINER JONES: We w i l l take 

17 14611 under advisement. 

18 (Note: The hearing was concluded.) 

19 
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