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1 EXAMINER EZEANYIM: We w i l l now go back t o 

2 page 3 and continue the -- I mean page 2. We are back t o 

3 page 2. 

4 At t h i s p o i n t , I c a l l Case Number 14917. This 

5 case was continued from November 1. This i s the 

6 a p p l i c a t i o n of Dwight A. Tipton f o r approval of a 

7 pressure maintenance p r o j e c t i n Lea County, New Mexico. 

8 C a l l f o r appearances. 

9 MR. PADILLA: Mr. Examiner, my name i s 

10 Ernest L. P a d i l l a , f o r the ap p l i c a n t i n t h i s case. I 

11 have one witness t o be sworn. 

12 EXAMINER EZEANYIM: Any other appearances? 

13 May the witness stand up, s t a t e your name and 

14 be sworn, please? 

15 MR. MAXEY: My name i s John Maxey. 

16 (One witness was sworn.) 

17 MR. PADILLA: Mr. Examiner, t h i s 

18 a p p l i c a t i o n was o r i g i n a l l y brought as a sal t w a t e r 

19 disposal w e l l . But because the disposal i n t e r v a l was the 

20 same as the producing i n t e r v a l , we had t o change the 

21 a p p l i c a t i o n from a s a l t w a t e r disposal t o pressure 

22 maintenance, i n accordance w i t h the OCD's p o l i c i e s , so we 

23 w i l l present the pressure maintenance p o r t i o n of the 

24 case. 

25 There have been no o b j e c t i o n s by any of the 
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1 a f f e c t e d i n t e r e s t owners or operators surrounding the 

2 i n j e c t i o n w e l l . So w i t h t h a t , w e ' l l proceed w i t h our 

3 case. 

4 JOHN MAXEY 

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

6 DIRECT EXAMINATION 

7 BY MR. PADILLA: 

8 Q. Mr. Maxey, would you s t a t e your name, please? 

9 A. John C. Maxey. 

10 Q. Where do you l i v e ? 

11 A. Roswell, New Mexico. 

12 Q. And what do you do f o r a l i v i n g ? 

13 A. I am a c o n s u l t i n g petroleum engineer, and I'm 

14 r e g i s t e r e d i n the State of New Mexico. 

15 Q. Mr. Maxey, have you p r e v i o u s l y t e s t i f i e d 

16 before the O i l Conservation D i v i s i o n and had your 

17 c r e d e n t i a l s accepted as matter of record as a petroleum 

18 engineer? 

19 A. Yes, I have. 

20 Q. When was the l a s t time you t e s t i f i e d before 

21 the OCD? 

22 A. Approximately f o u r years ago. 

23 Q. Would you b r i e f l y give us your educational 

24 background and work experience t o r e f r e s h the Examiner's 

25 acquaintance w i t h you? 

PAUL BACA PROFESSIONAL COURT REPORTERS 
237108d2-3180-4438-a1 ae-c7b930493253 



Page 5 

1 A. I graduated from Oklahoma State U n i v e r s i t y i n 

2 Petroleum Engineering 1980. I went t o work f o r Chevron 

3 USA as a d r i l l i n g r e p r e s e n t a t i v e . I worked i n Chevron's 

4 d r i l l i n g department f o r approximately two years. 

5 I then went t o -- t r a n s f e r r e d jobs, went t o 

6 Mesa Petroleum, worked as a d r i l l i n g r e p r e s e n t a t i v e f o r 

7 about a year and then was moved t o the A m a r i l l o Corporate 

8 O f f i c e , brought i n t o the o f f i c e as a production engineer. 

9 I managed the main continent d i v i s i o n , which was 

10 Oklahoma, up through the Rockies, a l l the way t o Montana. 

11 From there I went t o a small s t a r t - u p company 

12 c a l l e d Foran O i l Company, which was a predecessor t o 

13 Matador Resources. It,grew from about a $5 m i l l i o n t o a 

14 $4 80 m i l l i o n company. That was so l d t o Tom Brown. And 

15 from there, I went t o work f o r Read & Stevens as a 

16 petroleum engineer/operations manager. And I worked 

17 there f o r about 15 years and then was made president of 

18 the company. I was president f o r approximately seven 

19 years. 

20 And then I went out on my own as a c o n s u l t i n g 

21 engineer about a year and a h a l f ago, March of two years 

22 ago. 

23 Q. Mr. Maxey, have you made a study of the 

24 a p p l i c a t i o n i n terms of pressure maintenance? 

25 A. Yes, I have. 

PAUL BACA PROFESSIONAL COURT REPORTERS 
237108d2-3180-4438-a1 ae-c7b930493253 



Page 6 

1 MR. PADILLA: Mr. Examiner, we tender 

2 Mr. Maxey as an expert petroleum engineer. 

3 EXAMINER EZEANYIM: Mr. Maxey i s so 

4 q u a l i f i e d . 

5 Q. (By Mr. P a d i l l a ) Mr. Maxey, l e t ' s j u s t t u r n 

6 t o E x h i b i t Number 1, and t e l l us what i t i s and what i t 

7 contains. 

8 A. E x h i b i t Number i s -- the f i r s t page i s the 

9 A d m i n i s t r a t i v e A p p l i c a t i o n C h e c k l i s t , and the second page 

10 i s the C-108 A p p l i c a t i o n f o r A u t h o r i t y t o I n j e c t . 

11 As you st a t e d , t h i s was done a d m i n i s t r a t i v e l y , 

12 and there was no o b j e c t i o n from o f f s e t owners. However, 

13 they would l i k e t o dispose of t h e i r produced water i n t o 

14 the e x i s t i n g San Andres producing zone. Therefore, i t 

15 f a l l s under the pressure maintenance -- at l e a s t the 

16 OCD's gu i d e l i n e s f o r pressure maintenance. 

17 The C-108 i s the a p p l i c a t i o n . Attached t o 

18 t h a t i s a map showing the one-mile diameter area of 

19 review, which was used f o r the C-108. The sheet a f t e r 

20 t h a t i s the I n j e c t i o n Well Data Sheet. The act u a l w e l l 

21 t h a t i s proposed f o r i n j e c t i o n i s the Sunray A Number 1. 

22 Beyond the I n j e c t i o n Well Data Sheet i s the 

23 attachments t o the C-108, answering the questions of the 

24 cover sheet f o r the OCD. And beyond t h a t i s the l i s t of 

25 w e l l s i n the area of review, w i t h the schematics of the 
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1 area of w e l l s i n the area of review. 

2 Q. Mr. Maxey, i n your review or compilation of 

3 the various w e l l s , d i d you f i n d any problems i n terms of 

4 cement or any of t h a t s o r t of t h i n g t h a t would a f f e c t 

5 pressure maintenance? 

6 A. No. I t appeared, from my examination of t h i s 

7 i n f o r m a t i o n , t h a t the cement was across a l l p e r f o r a t e d 

8 i n t e r v a l s , and the proposed i n j e c t i o n zone has i n t e g r i t y 

9 i s o l a t i o n from any other zones i n the wellbore. 

10 Q. Can you t e l l the Examiner, i n terms of 

11 pressure maintenance, what's being accomplished here 

12 i n s o f a r as a comparison, say, t o s a l t w a t e r d i s p o s a l , and 

13 the change from s a l t w a t e r disposal t o pressure 

14 maintenance? 

15 A. Mr. Examiner, t h i s was o r i g i n a l l y a sa l t w a t e r 

16 disposal a p p l i c a t i o n , and i t ' s brought back under hearing 

17 as a pressure maintenance p r o j e c t . I t r e a l l y f a l l s more 

18 under a s a l t w a t e r d i s p o s a l . 

19 There are s i x w e l l s i n the area of review. Of 

20 the s i x , three are operated by Dwight Tipton, who I 

21 represent; three are operated by Legacy. Legacy has no 

22 problem w i t h Mr. Tipton's a p p l i c a t i o n , as long as he i s 

23 i n j e c t i n g h i s produced water from the three wells on 

24 lease and not b r i n g i n g any water o f f lease. 

25 B a s i c a l l y , I looked at t h i s t o see -- i n terms 
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1 of pressure maintenance, the one t h i n g I can j u s t p o i n t 

2 out t o you i s they produce approximately 250 b a r r e l s of 

3 t o t a l f l u i d a day. Mr. Tipton produces approximately 38 

4 b a r r e l s of t o t a l f l u i d a day. He wants t o r e - i n j e c t 30 

5 b a r r e l s of f l u i d a day. So i n terms of pressure 

6 maintenance, i t ' s not a r e a l l y b i g p r o j e c t . I t ' s 

7 b a s i c a l l y a di s p o s a l on lease. 

8 Q. W i l l there be some p o i n t where i n j e c t i o n i s 

9 going t o enhance production from the wells? 

10 A. With the 3 0 b a r r e l s a day t h a t Mr. Tipton 

11 would l i k e t o dispose of, he should be able t o b u i l d some 

12 k i n d of a bank. And there are three o f f s e t w e l l s . 

13 Hopefully, t h e y ' l l see a response i n those w e l l s . 

14 T h e y ' l l see some o i l production, as w e l l as p r i m a r i l y 

15 what he's l o o k i n g f o r i s economic r e l i e f from t r u c k i n g 

16 the water o f f lease. 

17 Q. How would t h a t a f f e c t waste, i n terms of 

18 having t o t r u c k o f f water? 

19 A. The economics of i n s t a l l i n g an on-lease 

20 disposal w i l l extend the l i f e of the producing w e l l s and 

21 provide more primary recovery i n the Tipton w e l l s . And 

22 any increase i n what you could c a l l secondary recovery, 

23 based on i n j e c t i o n , w i l l add t o recovery, preventing 

24 waste. 

25 Q. How about the c o m p a t i b i l i t y o f the i n j e c t e d 
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1 water i n t o the r e s e r v o i r ? W i l l t h a t have any e f f e c t on 

2 the production? 

3 A. No. 

4 Q. Same water? 

5 A. Same water. 

6 Q. Let's go on t o what we've marked as E x h i b i t 2, 

7 and t e l l us what t h a t i s . 

8 A. E x h i b i t Number 2, I j u s t wanted t o provide you 

9 w i t h a l o c a t o r map t o show you where the focus of the 

10 discussion i s . 

11 This i s j u s t a map t h a t was an excerpt of an 

12 a r t i c l e done by the Bureau of Mines i n New Mexico, 

13 showing a northwest s h e l f sand. There's a p l a t f o r m 

14 carbonate play, of which the Lane San Andres i s a p a r t . 

15 I f y o u ' l l n o t i c e , the San Andres f i e l d i s i n 

16 the northern p a r t of Chaves and Lea Counties, 

17 Mr. Examiner. These are f i e l d s t h a t are mapped, w i t h 

18 b e t t e r than one m i l l i o n b a r r e l s of recovered o i l . 

19 The Lane San Andres does not f a l l i n t h a t 

20 group. They've produced, out of the s i x w e l l s , about 

21 400,000. So I placed a dot next t o the F l y i n g M San 

22 Andres f i e l d and lab e l e d t h a t the Lane San Andres. 

23 That's the f i e l d we're t a l k i n g about. That's where we're 

24 located i n the southeast p a r t of the s t a t e . ! 

25 Q. L e t ' s go t o E x h i b i t 3. What i s tha t? 
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1 A. E x h i b i t 3 I've narrowed down t o the area of 

2 review. The s i x w e l l s s i x green dots on the map are 

3 the producing San Andres w e l l s . I've labeled each of the 

4 w e l l s w i t h the operator. Three are Legacy; three are 

5 Tipton, operated by Tipton. 

6 This i s b a s i c a l l y a microcosm of the 

7 s t r u c t u r e . There's a few t h i n g s on here. B a s i c a l l y the 

8 sub C s t r u c t u r e s are labeled on each w e l l . The depiction-

9 of those contours are very close together, as f a r as what 

10 the contours represent, minus 330 t o minus 335 t o minus 

11 340, r e l a t i v e l y very l i t t l e s t r u c t u r a l change over the 

12 area of review. 

13 Also labeled on there i s a cross-section from 

14 A t o A prime, and I b e l i e v e t h a t ' s the next e x h i b i t . But 

15 I wanted you t o see t h a t t h a t ' s from the 

16 southwestern-most w e l l i n the area of review t o the 

17 proposed i n j e c t o r i n the center t o the w e l l on the 

18 northernmost-part of the area of review. 

19 Q. So any e f f e c t i s p r i m a r i l y going t o be seen on 

20 the f o u r w e l l s west and n o r t h of the proposed i n j e c t o r ; 

21 i s t h a t r i g h t ? 

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

23 Q. Let's go on t o E x h i b i t 4. What i s that? 

24 A. E x h i b i t 4 i s the cross-section I j u s t spoke 

25 about. This i s hung on the top of the San Andres 
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1 p o r o s i t y , so t h i s i s a s t r a t i g r a p h i c cross-section. And 

2 you can see the San Andres p o r o s i t y t h a t develops r i g h t 

3 below the black l i n e t h a t the logs were hung on. 

4 The blue boxes are the p e r f o r a t e d i n t e r v a l s . 

5 One t h i n g of i n t e r e s t t h a t we can discuss a l i t t l e l a t e r 

6 i s the Legacy Lane B Number 3, the l e f t - m o s t w e l l . I t 

7 has some a d d i t i o n a l p e r f o r a t e d i n t e r v a l s above the -- my 

8 s t r a t i g r a p h i c hanger. And t h i s could be the source of 

9 the e x t r a water produced from Legacy, but I don't know 

10 f o r sure. 

11 The l e f t - m o s t w e l l s are b a s i c a l l y neutron 

12 logs, not a l o t of q u a n t i t a t i v e data. And the right-most 

13 l o g i s a neutron d e n s i t y , more modern l o g . 

14 Q. I f y o u ' l l go t o Number 4? 

15 A. P r i m a r i l y the main pay s e c t i o n i s the top of 

16 the p o r o s i t y . 

17 Q. Go t o E x h i b i t 5. What i s that? 

18 A. E x h i b i t 5, Tipton would l i k e t o dispose of 

19 produced water i n the p e r f o r a t e d i n t e r v a l i n the pay 

20 s e c t i o n , which t h i s i s the proposed i n j e c t o r w e l l . This 

21 i s a density-neutron l o g on the l e f t , a dual l a t e r o l o g , 

22 w i t h a microlog on the r i g h t . 

23 I've l a b e l e d the proposed i n j e c t i o n i n t e r v a l . 

24 The current p e r f o r a t i o n s t h a t are open are the upper-most 

25 gray box --
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1 EXAMINER EZEANYIM: I'm t r y i n g t o get at 

2 E x h i b i t Number 5. Hold on. I need t o look at i t w i t h 

3 you. 

4 Okay. I have i t now. 

5 A. I t ' s a d e n s i t y neutron l o g on the l e f t , 

6 r e s i s t i v i t y on the r i g h t . This i s the a c t u a l proposed 

7 i n j e c t o r , which i s i n the center of the area, the c i r c l e , 

8 the one-mile-diameter c i r c l e . 

9 The upper gray box i s the e x i s t i n g 

10 p e r f o r a t i o n s which the w e l l produced from. Y o u ' l l see 

11 the arrow from the d e s c r i p t i o n box drawn t o those. 

12 And then the lowermost, where the arrow goes 

13 down t o t h a t l a r g e r i n t e r v a l , they would l i k e t o openhole 

14 the wellbore below the current TD and add t h i s i n t e r v a l 

15 f o r d i s p o s a l . 

16 Q. Anything else on E x h i b i t 5? 

17 A. I need t o back up. I misstated -- t h i s i s not 

18 the e x i s t i n g proposed. This i s a deeper w e l l w i t h i n the 

19 area of review t h a t I had a l o g on. Excuse me. 

20 The proposed w e l l t o i n j e c t i n t o needs t o be 

21 deepened, and t h i s l o g gives you a look a t the sec t i o n . 

22 That's why I presented t h a t . 

23 Q. E x h i b i t 6, what does t h a t show? 

24 A. E x h i b i t 6, I d i v i d e d the production i n t o the 

25 Legacy-operated production, which i s three w e l l s . And 
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1 the next e x h i b i t w i l l be the Tipton production, which i s 

2 the other three w e l l s i n the area of review. So we've 

3 got two d e c l i n e curves, b a s i c a l l y . 

4 On the Tipton reserves, y o u ' l l n o t i c e t h a t 

5 they produce approximately.eight b a r r e l s of o i l per day 

6 and 219 b a r r e l s of water per day. That's 96 percent J 

1 
7 water cut. This i s a l l from San Andres production. They I 8 have accumulated production of 223 b a r r e l s of o i l from 

9 those three w e l l s . 

10 Q. And the --

11 A. I also p r o j e c t e d EURs out t o 60 b a r r e l s a 

12 month, which i s two b a r r e l s a day. Estimated u l t i m a t e 

13 recovery i s 241,000 b a r r e l s of o i l from those three 

14 w e l l s . 

15 Q. I s t h i s economic, i n your opinion? 

16 A. You know, these w e l l s are probably -- I don't 

17 know e x a c t l y how they're disposing water, but these are 

18 very near or beyond an economic l i m i t . 

19 Q. How about Tipton E x h i b i t 7? 

20 A. E x h i b i t 7 i s the same type of e x h i b i t . I t ' s 

21 f o r the T i p t o n producing w e l l s . The main d i f f e r e n c e i s 

22 they also produce e i g h t b a r r e l s of o i l a day. 

23 Now, y o u ' l l n o t i c e on my p r o j e c t i o n -- I've 

24 gone back h i s t o r i c a l l y f o r the p r o j e c t i o n . On some of 

25 the more recent production, y o u ' l l n o t i c e the w e l l count, 
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1 which i s the lowermost curve, has dropped o f f a l i t t l e 

2 b i t . And h i s w e l l s are i n t e r m i t t e n t because of the 

3 economics of h i s w e l l s . That's one reason he would l i k e 

4 t o get a d i s p o s a l . 

5 So u t i l i z i n g the -- w e l l , those w e l l s have 

6 produced an accumulated prod u c t i o n of 168,000 b a r r e l s of 

7 o i l . And u t i l i z i n g t h i s p r o j e c t i o n , down t o 60 b a r r e l s a 

8 month i s an EUR of 186,000 b a r r e l s of o i l . Tipton's 

9 w e l l s produce approximately a 79 percent water cut. 

10 One of the t h i n g s I wanted t o po i n t out was 

11 Legacy does not have a problem w i t h Mr. Tipton's 

12 a p p l i c a t i o n . And j u s t my own o p i n i o n i s t h a t , number 

13 one, i f they can get any bump i n o i l production from 

14 i n j e c t i o n , they're i n favor of t h a t . Number two, they're 

15 not too concerned w i t h the eventual water breakthrough i f 

16 he's i n j e c t i n g 30 b a r r e l s of water a day, because t h a t ' s 

17 only 14 percent of what they a c t u a l l y produce now. 

18 So e v e n t u a l l y , there w i l l be a breakthrough of 

19 f l u i d i n t o both t h e i r w e l l s and h i s w e l l s . But i n j e c t i n g 

20 14 percent of what they a c t u a l l y produce, a f r a c t i o n of 

21 t h a t breaking through t o t h e i r w e l l s , they're not going 

22 t o n o t i c e very much. And t h a t ' s why I don't believe 

23 they're here today. I have not t a l k e d t o them, but Mr. 

24 Tipton has. 

25 Q. Anything else on E x h i b i t 7? 
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1 A. No. 

2 Q. Let's go t o E x h i b i t 8. What i s that? 

3 A. I ran some economics. C u r r e n t l y i t ' s about $4 

4 a b a r r e l t o dispose of produced water f o r Mr. Tipton. 

5 Using about a 50 percent per b a r r e l expense f o r disposing 

6 on lease, at $175,000 investment, based on those 

7 p r o j e c t i o n s t h a t I had showed you e a r l i e r , w i t h about a 

8 15-year l i f e , the net present value on t h i s p r o j e c t , 

9 discounted at 20 percent, i s about $3,000. 

10 B a s i c a l l y the r a t e of r e t u r n on the p r o j e c t i s 

11 about 21 percent. I t ' s d e f i n i t e l y over a hurdle r a t e of 

12 r e t u r n . I t ' s a 3.3 t o 1 r a t e of r e t u r n on investment, 

13 and i t ' s p a i d out over f o u r and a h a l f years. 

14 To me, t h i s i s a conservative look, because 

15 there's no account f o r any increase i n o i l production, 

16 based on any banking t h a t ' s done from i n j e c t e d f l u i d s . 

17 So t h i s i s b a s i c a l l y the economics on g e t t i n g r i d of 

18 water on lease. 

19 Q. Mr. Maxey, do you have an opinio n as t o 

2 0 whether approval of t h i s a p p l i c a t i o n would be i n the best 

21 i n t e r e s t of conservation of o i l and gas? 

22 A. Disposing of water on lease i s going t o 

23 prevent waste, extend the l i f e of the reserves, and there 

24 w i l l be no impairment of c o r r e l a t i v e r i g h t s . I t w i l l 

25 also prevent t r u c k i n g of water up and down the highway. 
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1 That's another reason I l i k e the idea. 

2 MR. PADILLA: Mr. Examiner, we o f f e r 

3 E x h i b i t s 1 through 8, and I pass the witness. 

4 EXAMINER EZEANYIM: E x h i b i t s 1 through 8 

5 w i l l be admitted. 

6 Do you have any questions? 

7 ( E x h i b i t s 1 through 8 were admitted.) 

8 EXAMINER BROOKS: No questions. 

9 EXAMINER EZEANYIM: Okay. Now, l e t ' s go 

10 back t o the o r i g i n a l a p p l i c a t i o n . What does Tipton 

11 r e a l l y want t o do? Do they want t o do pressure 

12 maintenance, s a l t w a t e r disposal? What e x a c t l y do they 

13 want t o do? 

14 MR. PADILLA: O r i g i n a l l y , i t was f i l e d as 

15 an a p p l i c a t i o n f o r s a l t w a t e r d i s p o s a l . Obviously, w i t h 

16 the r u l e s and p o l i c i e s of the OCD, i f you're going t o 

17 i n j e c t i n t o the same zone as the producing zone, you have 

18 t o c a l l i t pressure maintenance or -- t h a t ' s e s s e n t i a l l y 

19 the advice t h a t we had from Mr. Jones. 

20 EXAMINER EZEANYIM: That's where the 

21 problem l i e s . Because at the i n j e c t i o n i n t e r v a l , there's 

22 a l o t of productive w e l l s i n t h a t area. 

23 EXAMINATION 

24 BY EXAMINER EZEANYIM: 
25 Q. Let's go back t o your area of review i n your 
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1 Form C-108. Let me also understand your nomenclature on J 

j 
2 t h a t -- I mean the area of review. Where you have your j 

3 Sunray A Number 3 and disposal w e l l --

4 A. Which e x h i b i t i s that? 

5 Q. I t ' s Form C-108, where you have the area of 

6 review. 

7 Now, when you look at those s i x w e l l s , which 

8 we have looked at on the diagram, three have been -- I 

9 mean two have been operated by Dwight Tipton, and the 

10 r e s t i s operated by Legacy. Okay. 

11 Now, the i n j e c t i o n i n t e r v a l , as I understand 

12 i t , i s --

13 A. Legacy i s mentioned f o u r times. One of those 

14 i s a plugged w e l l . The T w i t t y BHF State i s a deep w e l l . 

15 Q. Okay. But i t ' s p e n e t r a t i n g the i n j e c t i o n 

16 i n t e r v a l ? 

17 A. Yes. 

18 Q. Let's get -- when you say -- l e t ' s look at the 

19 f i r s t w e l l there i n the area of review. What does "P" --

20 I know i t ' s producing o i l . P, does t h a t mean producing, 

21 or plugged and abandoned? 

22 A. Producing. 

23 Q. So "P" means producing? 

24 A. Yes. 

25 Q. And "T" means t e m p o r a r i l y abandoned? The r e s t 
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1 are producing; r i g h t ? I t appears t o me t h a t those 

2 producing w e l l s are producing from the i n j e c t i o n 

3 i n t e r v a l ? 

4 A. Yes. 

5 Q. Now, Mr. Tipton i s not here. I don't know 

6 what questions I had f o r Legacy. Whatever Legacy says i s 

7 r e a l l y immaterial. 

8 I t depends on what you j u s t narrated, t h a t 

9 when you have -- i f you want t o do a sa l t w a t e r d i s p o s a l , 

10 you're going t o dispose i n t o a producing zone, and t h a t ' s 

11 why t h i s Form C-108. I know you have t o go t o the BLM. 

12 So I wanted t o know what you wanted t o do. Do 

13 you want t o do sa l t w a t e r d i s p o s a l , or do you desire a 

14 pressure maintenance p r o j e c t , l i k e you are t a l k i n g about? 

15 So what e x a c t l y does Mr. Tipton want t o do? 

16 MR. PADILLA: I've had t h i s problem, 

17 Mr. Examiner, on p r i o r a p p l i c a t i o n s , where they have not 

18 been considered a d m i n i s t r a t i v e l y f o r s a l t w a t e r disposal 

19 simply because you're disposing i n t o a producing zone. 

20 And so t h a t ' s why we had t o change the a p p l i c a t i o n t o a 

21 pressure maintenance a p p l i c a t i o n . 

22 I t ' s hard t o see a t r u e pressure maintenance 

23 p r o j e c t , i n the sense t h a t you're d r i l l i n g . v a r i o u s 

24 i n j e c t o r s , which i s more t y p i c a l i n a pressure 

25 maintenance case, and you have a s p e c i f i c p a t t e r n . 
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1 This w e l l i s d r i l l e d around a producing w e l l 

2 or i s surrounded by producing w e l l s . So necessarily, you 

3 w i l l have some ki n d of bump, as t e s t i f i e d t o by . 

4 Mr. Maxey, where you do have some e f f e c t from i n j e c t i o n 

5 i n t o a w e l l t h a t ' s centered i n the area of review. 

6 EXAMINER EZEANYIM: Very good. That's a 

7 good p o i n t . I f I look at your i n j e c t i o n w e l l , I see you 

8 have p e r f o r a t i o n from 630 t o 650, 20 fe e t there. And 

9 then there i s disposal below t h a t , the open hole. 

10 I f you squeeze out f o r 630 t o 650 and you 

11 deposit your s a l t w a t e r on t h a t open hole, I can send t h i s 

12 back f o r a d m i n i s t r a t i v e a p p l i c a t i o n , because t h a t w i l l 

13 n o t i f y why you are here now. 

14 Why you are here i s because you p e r f o r a t e d --

15 t h a t p e r f o r a t i o n i s where the o i l i s coming from. That 

16 p e r f o r a t i o n everybody has i n t h e i r w e l l s , i n those 

17 producing w e l l s t h a t we j u s t i d e n t i f i e d . 

18 I f I allow you t o put water here w i t h t h a t and 

19 design i t as pressure maintenance, and you are going t o 

2 0 have water i n j e c t i o n s i n some of those. Even though 

21 Legacy i s not here, I don't know what conversation they 

2 2 had w i t h Tipton. I know there i s no o b j e c t i o n . I don't 

23 know whether they were n o t i f i e d . I have no idea. 

24 Whether they were n o t i f i e d or not, we are here 

25 t o make sure you don't produce s a l t w a t e r . We want you t o 
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1 send the s a l t w a t e r d i s p o s a l , don't get me wrong. But we 

2 don't want you t o send i t t o the wrong formation. 

3 But i t could have been easier i f you put i t i n 

4 the open hole production of t h i s i n j e c t i o n w e l l . I f you 

5 put t h a t water i n the open p o r t i o n of the i n j e c t i o n w e l l , 

6 which i s dependent on the p o s i t i o n of the zone, we 

7 wouldn't be here today. We could have approved i t 

8 a d m i n i s t r a t i v e l y . 

9 I f you are w i l l i n g t o squeeze o f f those 

IQ p e r f o r a t i o n s i n t h i s i n j e c t i o n w e l l and put the water i n 

11 the open hole, I don't need t o w r i t e an order f o r t h i s 

12 case. I can send i t back a d m i n i s t r a t i v e l y . That's why 

13 I'm asking, what are you asking here? Do you r e a l l y want 

14 pressure maintenance? 

15 You want t o get r i d of t h i s water. And you 

16 want t o get r i d of i t i n the open hole, so we can approve 

17 i t a d m i n i s t r a t i v e l y . Very simple. Then you squeeze o f f 

18 those p e r f s i n the i n j e c t i o n w e l l s so the other w e l l s can 

19 produce whatever. I know they are producing e i g h t 

20 b a r r e l s of o i l a day. They are producing something. I 

21 don't want t o dry them out. 

22 MR. PADILLA: We would have p r e f e r r e d t o 

23 have the a p p l i c a t i o n o r i g i n a l l y approved a d m i n i s t r a t i v e l y 

24 as --

25 EXAMINER EZEANYIM: I would l i k e t o do 
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1 t h a t . 

2 MR. PADILLA: -- as a sa l t w a t e r disposal 

3 w e l l . 

4 THE WITNESS: I need t o make a comment. 

5 As I spoke t o Mr. Tipton before we got i n t o t h i s , we 

6 discussed the value of doing t h i s i n the current 

7 i n j e c t i o n zone and being able t o move o i l t o the o f f s e t 

8 producers. 

10 h a l f -- or east of t h i s row of -- the north/south row of 

11 w e l l s , there are no w e l l s over there. This could set up 

12 a d d i t i o n a l d r i l l i n g on the east side of the s e c t i o n i f 

13 there's a response t o what he's going t o do i n the 

14 e x i s t i n g zone on these other w e l l s . 

15 Secondly, he wanted t o have a d d i t i o n a l zones 

16 open, other than j u s t 10 f o o t . He recognized the f a c t 

17 t h a t based on production, based on the current c o n d i t i o n 

18 of the r e s e r v o i r , w i t h 400,000 b a r r e l s of o i l produced 

19 and a bunch of water, t h a t he w i l l i n i t i a l l y -- the water 

20 w i l l be i n j e c t e d i n a vacuum. But at some p o i n t , 10 f o o t 

21 i n t e r v a l s was not t h a t great. 

22 I f you look at the l o g , t h i s E x h i b i t Number 5, 

23 and you n o t i c e the p o r o s i t y curve on the de n s i t y neutron 

24 l o g , h i s best zone f o r i n j e c t i o n i s the current producing 

25 zone. Y o u ' l l n o t i c e how t i g h t i t gets below the pay 

9 I f y o u ' l l n o t i c e on the map, the e n t i r e east 
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1 s e c t i o n , a l l the way down 250 f o o t t h a t he's proposed. 

2 So he's j u s t asking f o r an a d d i t i o n a l i n t e r v a l t o be 

3 approved i n the order. 

4 EXAMINER EZEANYIM: I understand what he's 

5 asking. But anyway, i f you look at t h a t Form C-108, i t ' s 

6. p r e t t y c l e a r . That's why Mr. Jones said they had t o 

7 do -- what are you going t o t e l l me now? 

8 Did you design t h i s pressure maintenance f o r 

9 t h i s design? I know i t ' s t i g h t , when you look at the 

10 l o g . But when he designed t h a t f o r i t t o be r e a l l y a 

11 pressure maintenance, i f he designed f o r pressure 

12 maintenance, I need t o know what I need t o do and a l l 

13 kinds of t h i n g s . 

14 To me, pressure maintenance, I would l i k e 

15 t o -- i t ' s what I c a l l , you know, wate r f l o o d , and design 

16 the w a t e r f l o o d t h a t way. Pressure maintenance i s j u s t 

17 sometimes t o help the primary production. I s t h a t what 

18 you are t r y i n g t o do? 

19 Are you t r y i n g t o convince me t h a t i t might 

2 0 e n t i c e f u r t h e r development i n the area a f t e r you see how 

21 the water i s doing? I'm t r y i n g t o p r o t e c t our form and 

22 the r u l e t h a t we don't put water i n t o a productive zone 

23 without designing something. 
24 I f you are doing a wate r f l o o d , t h a t could have 

25 been a d i f f e r e n t issue. But here I t h i n k you wanted a 
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1 s a l t w a t e r d i s p o s a l , and then we need t o remand i t t o 

2 hearing or -- I mean when you are t o l d t h a t you can't 

3 i n j e c t i n t o t h a t p e r f o r a t i o n , I mean you say i t ' s 

4 pressure maintenance, without r e a l l y t h i n k i n g harder 

5 about whether t h a t ' s the r i g h t t h i n g t o do. 

6 I'm not f o r c i n g you on what t o do, but I'm 

7 j u s t t e l l i n g you t h a t -- you are t e l l i n g me i t ' s 10 f e e t . 

8 You can d r i l l deeper. I mean the depth i s 4,750? You 

9 can d r i l l an a d d i t i o n a l 50 f e e t and put your water there, 

10 because t h a t ' s also an economic p a r t of i t when we go t o 

11 the economics. 

12 You need t o get r i d of t h a t water f o r those 

13 producing w e l l s , but I don't want them t o be put i n t o a 

14 productive zone w i t h i n those one-half mile -- a c t u a l l y , 

15 what I have done by procedural r u l e i s two miles, but not 

IG w i t h i n my area of review. 

17 And before I know i t , you are going t o be 

18 seeing water breakthrough i n those producing w e l l s . So I 

19 don't understand. Because as you know, the San Andres i s 

20 almost water now. So i f we are g e t t i n g any production 

21 from there, we should not destroy i t . 

22 But I want you t o dispose of the water when 

23 you produce those w e l l s , but I want you t o put them i n 

24 the formation t h a t i t ' s supposed t o reside, instead of 

25 going t o a production i n t e r v a l . You understand what I'm 
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1 t a l k i n g about? 

2 THE WITNESS: I understand. I have no 

3 q u a n t i t a t i v e data. • I have no core a n a l y s i s . I have no 

4 spe c i a l core a n a l y s i s . And you j u s t made a statement 

5 t h a t we don't want t o put i t i n there and destroy the 

6 reserves. So I don't know i f t h a t ' s an assumption on 

7 your p a r t t h a t t h a t ' s what t h i s w i l l do, but I don't have 

8 t h a t o p i n i o n . 

9 I've worked i n numerous San Andres f i e l d s . I 

10 could p o i n t t o you on t h i s area of review -- I worked i n 

11 the Tom-Tom, the Tomahawk, the Chaveroo and the Milnsand. 

12 I n those f i e l d s we have disposal w e l l s ; disposal, not 

13 pressure maintenance. We have disposal w e l l s i n the 

14 e x i s t i n g zone. And I can p o i n t t o disposal w e l l s t h a t 

15 have -- i n the o f f s e t s , we've seen 25,000-barrel 

16 incremental increases because of the disposal w e l l s . 

17 But I cannot -- t h i s i s a t i g h t r e s e r v o i r , and 

18 I cannot i n j e c t the amount of volume t h a t I j u s t gave you 

19 t h a t ' s being produced i n a l l those w e l l s . I can't go i n 

20 one w e l l and expect, i n a t i g h t rock l i k e the San Andres, 

21 t o be able t o i n j e c t the amount of water required t o 

22 maintain the pressure, unless I exceed the frack r a t i n g . 

23 So you're r i g h t . This i s a dilemma. What 

24 we're t r y i n g t o do i s show an idea t h a t w i l l work. And 

25 i n the meantime, we're going t o improve the economics and 
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1 prevent waste, even i f we dispose of the produced water 

2 i n the e x i s t i n g zone. But i f we increase recovery i n the 

3 o f f s e t w e l l s , then we've got another o p t i o n : P o t e n t i a l l y 

4 even d r i l l i n g w e l l s . 

5 EXAMINER EZEANYIM: I f you're t e l l i n g me 

6 you are going t o conduct a p i l o t p r o j e c t t o see how i t 

7 works out, and then we give you a year or a few months t o 

8 see, when you s t a r t i n j e c t i n g i n t o those p e r f o r a t i o n s , 

9 what w i l l happen at the p i l o t p r o j e c t , then we monitor 

10 the p i l o t p r o j e c t . 

11 But i f we approve pressure maintenance without 

12 having a p i l o t p r o j e c t , I don't know what's going t o 

13 happen. I r e a l l y don't know what's going t o happen. I'm 

14 very, very, adamant on t h i s , on them i n j e c t i n g t h a t water 

15 i n t o a productive zone. 

16 And one of my main d u t i e s i s t o make sure I 

17 p r o t e c t -- of course, you're r i g h t . I f you look at the 

18 logs, they are t i g h t . Okay, great. They're t i g h t . 

19 Again, Mr. Tipton i s not here t o t e l l me what i t would 

2 0 cost Legacy. Maybe Legacy don't care. Even i f they 

21 don't care, I w i l l s t i l l care, because t h a t ' s my job. 

22 THE WITNESS: Yes, s i r . I understand. 

23 The p a r t t h a t we're s t r u g g l i n g w i t h i s t h i s 

24 has come f o r an a d m i n i s t r a t i v e approval, and we were t o l d 

25 i t needs t o go pressure maintenance. Now what I'm 
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1 hearing from you i s i t needs t o come as a p i l o t p r o j e c t . 

2 EXAMINER EZEANYIM: I'm not saying you 

3 should do t h a t . I f you t e l l me, " I do need a p i l o t 

4 p r o j e c t , " sure. I want you t o do a p i l o t p r o j e c t i n t h a t 

5 case and monitor what i s happening. I f you s t a r t running 

6 t h a t w e l l , do you know what t o do? 

7 But when you approve pressure maintenance or a 

8 s a l t w a t e r disposal i n t o a p e r f o r a t e d zone t h a t i s one 

9 mile w i t h i n s i x producing w e l l s and there i s no monitor 

10 t o see what's happening -- I'm not t e l l i n g you t o do the 

11 p i l o t p r o j e c t . I t ' s up t o you i f you want t o . But i f 

12 t h a t i s what i s before me, I can consider t h a t . 

13 But i f you are t r y i n g t o produce water i n t o 

14 the p e r f o r a t e d zone i n t h i s w e l l , i t ' s a problem f o r me. 

15 What I suggest, i f i t ' s not going t o be a burden on the 

16 operator, i s you can squeeze t h a t or even run i t i n t o a 

17 l i n e , i f you can't squeeze i t , and then put your water 

18 here. Because you need a place t o put t h a t water. 

19 You say i t ' s 10 f e e t on the open hole. I mean 

20 d r i l l out and then put the water i n t o the San Andres. 

21 You could do t h a t . I mean I don't see any reason why you 

22 couldn't do t h a t . You could go t o 5,000, and we are 

23 going t o approve i t i n one minute. No problem. Then we 

24 come back and study. Even i f i t ' s one b a r r e l a day, 

25 t h a t ' s why I'm put here, t o p r o t e c t i t . 
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1 So i f you put i t i n there w i t h t h a t design i n 

2 the pressure maintenance, I become worried. I mean I 

3 don't know a l l of the s t o r y . I need Mr. Tipton here or 

4 Legacy here and say, "Well, I don't want i t . " I don't 

5 r e a l l y care what Legacy says, but I w i l l s t i l l do what 

6 I'm supposed t o do. 

7 But we always give those notices t o people t o 

8 obj e c t or not o b j e c t . Sometimes they don't understand 

9 i t , and they don't know whether t o object or not. Then 

10 i t becomes our job, under the s t a t u t e s , t o p r o t e c t the 

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

12 I'm not saying what you're doing i s wrong. 

13 Don't get me wrong. I l i k e what you're doing. Don't get 

14 me wrong. But I'm asking: I s there any way you can j u s t 

15 squeeze t h a t out, put i t i n the open hole, and then I 

16 don't even need t o w r i t e an order. We approve i t 

17 a d m i n i s t r a t i v e l y . You put your water i n San Andres, i n 

18 the open hole. 

19 T e l l me why I should approve those 

20 p e r f o r a t i o n s . You've been t e l l i n g me i t ' s t i g h t . What 

21 else can I consider as my f i n d i n g t o be able t o approve 

22 t h a t you can i n j e c t i n the p e r f o r a t e d i n t e r v a l , as w e l l 

23 as the open hole? I'm asking t h a t . 

24 Because i f you can i n j e c t i n the open hole, 

25 t h a t would be b e t t e r . There's no question about t h a t . 
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1 There's no production form there. The production from 

2 there i s deeper. We want t o leave them alone and put the 

3 water where there i s no production. 

4 I f I approve t h i s , then I'm going t o go 

5 against t h i s Form C-108. And I don't know whether you're 

6 going t o be able t o do i t . You said the formation i s 

7 t i g h t . You sa i d t h a t Legacy i s not o b j e c t i n g . Legacy 

8 doesn't have t o o b j e c t . 

9 THE WITNESS: Are you saying, when you 

10 say, "go against the C-108," i s t h a t because the checked 

11 box f o r SWD i s --

12 EXAMINER EZEANYIM: No, no, no. The C-108 

13 i s one of our most d i f f i c u l t forms. We are going t o ask 

14 you about i m p l i e d production above and below the 

15 i n j e c t i o n i n t e r v a l . Now we're t a l k i n g about production 

16 i n the i n j e c t i o n i n t e r v a l . We want t o look at above and 

17 below the i n j e c t i o n i n t e r v a l , see how close i t i s t o the 

18 i n j e c t i o n i n t e r v a l , and see whether we can approve, 

19 whether you're doing any wa t e r f l o o d or pressure 

20 maintenance or sa l t w a t e r d i s p o s a l . 

21 But now the p e r f o r a t i o n i s where -- most of 

22 the w e l l s are p e r f o r a t e d . Mr. P a d i l l a , you know what I'm 

23 t a l k i n g about. These w e l l s are p e r f o r a t e d , and t h a t ' s 

24 where the water i s going t o go. I don't know, when you 

25 put the water i n there, what i t ' s going t o do t o those 
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1 e i g ht b a r r e l s a day. I don't know. Do you see my 

2 concern there? 

3 MR. PADILLA: The only t h i n g I can say i s 

4 t h a t we're i n a Catch 22 here, as f a r as f i l i n g an 

5 a p p l i c a t i o n f o r s a l t w a t e r d i sposal and then t e l l i n g --

6 then we're i n s t r u c t e d t o f i l e a pressure maintenance, 

7 which i s -- admit t e d l y , we're c r e a t i n g a f i c t i o n f o r 

8 pressure maintenance here, i n the sense t h a t -- and I 

9 t h i n k , based on Mr. Maxey's testimony, t h a t you w i l l have 

10 some e f f e c t f o r pressure maintenance, but i t ' s not the 

11 normal pressure maintenance cases you would have. 

12 EXAMINER EZEANYIM: Let me say t h i s : I f 

13 t h i s i s pressure maintenance, l e t ' s say a l l the s i x w e l l s 

14 have been operated by Mr. Tipton, and he designed a 

15 pressure maintenance p r o j e c t t o be able t o see how 

16 production w i l l improve by main t a i n i n g the pressure. 

17 I f these have no problem w i t h any water coming 

18 there and you want t o do t h i s , yeah. I mean we w i l l 

19 approve i t . Because now i t behooves you, as the owner or 

20 the operator, t o make sure what you are doing i s r i g h t . 

21 Of course, you have t o design i t the way you want i t 

22 t o -- you know, instead of producing e i g h t b a r r e l s a day, 

23 maybe you w i l l produce 20 b a r r e l s a day a f t e r you 

24 maintain those pressure. 

25 But t h a t would mean the s i x w e l l s i n t h a t area 
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1 of review would have t o belong t o Tip t o n , and then you f 

2 i n j e c t water i n t h i s w e l l and see how i t does w i t h these j 

I 
3 w e l l s . And then i f he t h i n k s t h a t the pressure 1 

4 maintenance i s n ' t running -- l i k e there's breakthrough 

5 and running, I mean you stop. 

6 But now we have other operators i n t h a t area 

7 of review who may not have -- I don't know what was said. 

8 Mr. Maxey, you d i d n ' t t a l k t o them. The owner t a l k e d t o 

9 them, but he's not here t o e x p l a i n what was said. Even 

10 i f Legacy i s asking me t o approve t h a t , t e c h n i c a l l y , I 

11 may not approve i t , even i f they ask me t o do i t . That's 

12 my p o i n t . 

13 So you are r i g h t i n what you say. You are 

14 t o l d t o do sa l t w a t e r d i s p o s a l . A l l of a sudden, i t 

15 becomes pressure maintenance. We j u s t don't develop 

16 pressure maintenance i n a vacuum. 

17 So I mean I l i k e t o approve t h i n g s , but I 

18 don't know how we can go ahead. 

19 Q. (By Examiner Ezeanyim) I want you t o t e l l me 

20 what I should do. What should happen i n t h i s case? Do 

21 you t h i n k i t ' s r e a l l y wise t o produce water i n t o those 

22 p e r f o r a t e d i n t e r v a l s ? Can you t e l l me how I can do that? 

23 A. You've asked me what I t h i n k you should do. 

24 And I t h i n k what's presented and w i t h the h i s t o r y of the 

25 San Andres, t h a t i n j e c t i o n i n the i n t e r v a l w i l l not 
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1 destroy reserves. As a matter of f a c t , I believe i t w i l l 

2 prevent waste. 

3 Q. How w i l l i t not? That i s the question, how? 

4 T e l l me why i t wouldn't destroy reserves. 

5 A. Because there's been numerous floods up i n the 

6 San Andres i n t h a t area - -

7 Q. I know t h a t . 

8 A. -- and they're successful. 

9 Q. I know t h a t . But I know they are i n the area 

10 of review of t h i s w e l l . I've looked at my l o g data. I 

11 looked at a l l those t h i n g s . I know t h a t . There's a l o t 

12 of s a l t w a t e r pressure maintenance i n the area. I t 

13 doesn't remove the f a c t of what we are t r y i n g t o t a l k 

14 about here. I understand what you're saying. Yes, 

15 there's a l o t of them i n the San Andres. We approve a 

16 l o t of s a l t w a t e r disposal i n the San Andres. 

17 A. I've never i n s t i t u t e d a f u l l - b l o w n f l o o d u n t i l 

18 there was something done t o see i f the idea worked. I've 

19 never done t h a t . 

2 0 EXAMINER EZEANYIM: Mr. P a d i l l a , do you 

21 see the p o i n t I'm t r y i n g t o make? From sa l t w a t e r 

22 disposal t o pressure maintenance, i t ' s not good f o r me. 

23 I f you have designed t h i s as a pressure 

24 maintenance and then come t o hearing and then t r y t o say, 

25 "This i s what I'm doing, t h i s i s how I designed my 
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1 pressure maintenance," we can look at t h a t . Don't get me 

2 wrong. We approve pressure maintenance every day. But I 

3 t o l d you, on t h a t scenario, when we approve i t . 

4 THE WITNESS: May I ask a question about 

5 the r e g u l a t o r y side, t r y i n g t o f i g u r e out a solu t i o n ? 

6 EXAMINER EZEANYIM: Okay. 

7 THE WITNESS: I n a t i g h t e r formation, 

8 where you cannot i n j e c t the volume of water needed f o r 

9 t r u e maintenance of pressure, but i n t h i s case, you're 

10 not main t a i n i n g the pressure, but you're preventing a 

11 more severe pressure d e c l i n e , i n a case where you can't 

12 maintain a t r u e pressure maintenance because of the 

13 r e s e r v o i r being t i g h t , what i s -- on a r e g u l a t o r y basis, 

14 how does t h a t need t o come t o the Commission? 

15 EXAMINER EZEANYIM: Can you repeat the 

16 question? Are you saying you want t o do pressure 

17 maintenance? What do you want t o do? 

18 THE WITNESS: I'm asking how t h i s needs t o 

19 come back t o the Commission i f Mr. Ti p t o n would l i k e t o 

20 pursue the o p t i o n of seeing i f water, i n j e c t i o n i n t o the 

21 zone w i l l move water t o the o f f s e t producers. 

22 EXAMINER EZEANYIM: I understand. He has 

23 a r i g h t . 

24 THE WITNESS: I ' m asking how do we do t h a t 

25 on a r e g u l a t o r y bas i s , which i s what we ' re s t r u g g l i n g 
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1 w i t h . 

2 EXAMINER EZEANYIM: Let's say I deny t h i s 

3 a p p l i c a t i o n . •He knows. You go t o the Commission, take 

4 i t t o the Commission. Maybe you have new evidence t h a t 

5 they w i l l have t o consider and maybe overrule what I 

6 said. Yeah, you have the --

7 THE WITNESS: There's no other type of --

8 what you're saying i s there's no other type of 

9 a p p l i c a t i o n t o do t h i s i n t h i s 

10 EXAMINER EZEANYIM: No, no. Even i f i t ' s 

11 denied, I don't know whether you're going t o have t o go 

12 de novo t o the Commission. 

13 Can you e x p l a i n t o him how i t works? 

14 I f we deny t h i s , you can go t o the Commission. 

15 And then whatever you want t o present t o them, you 

16 present t o them. 

17 EXAMINER BROOKS: I t h i n k there's some 

18 confusion here. Because when you're t a l k i n g , 

19 Mr. Examiner, about going t o the Commission, you're 

20 t a l k i n g about appealing from a de c i s i o n t h a t would be 

21 made. 

22 EXAMINER EZEANYIM: Which we haven't made. 

23 EXAMINER. BROOKS: Whereas I t h i n k Mr. 

24 Maxey probably i s t a l k i n g -- i s r e f e r r i n g t o the agency 

25 i t s e l f , which would include both the Commission, as an 
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1 a p p e l l a t e body, and the D i v i s i o n , as the i n i t i a l d e c i s i o n 

2 maker. 

3 What he's asking i s , how do you s t r u c t u r e an 

4 a p p l i c a t i o n t h a t would achieve h i s o b j e c t i v e s , assuming 

5 t h i s one i s denied? Not so much as a matter of appealing 

6 the d e n i a l , although t h a t could happen also, but also, 

7 what k i n d of s t r u c t u r e of a p p l i c a t i o n would you want t o 

8 see t h a t would enable t h i s a p p l i c a n t t o achieve t h e i r 

9 objectives? 

10 EXAMINER EZEANYIM: You could c a l l i t a 

11 pressure maintenance p r o j e c t and meet a l l your n o t i c e 

12 requirements. I f you r e a l l y want, pressure maintenance --

13 I hope I'm answering your question -- and then b r i n g i t 

14 forward, you don't have t o go t o the Commission. You can 

15 b r i n g i t forward t o the D i v i s i o n , because t h a t ' s where 

16 you s t a r t . The only way you go t o Commission i s i f we 

17 deny something or approve something t h a t you don't l i k e , 

18 you go t o Commission. 

19 But i f you are t e l l i n g me t h a t r e a l l y , 

20 Mr. Maxey, t h i s i s r e a l l y a pressure maintenance p r o j e c t , 

21 we can t a l k about t h a t . But my i n t e n t i o n here i s we are 

22 t r y i n g t o approve a sa l t w a t e r d i s p o s a l , and a l l of a 

23 sudden, i t t u r n s i n t o pressure maintenance p r o j e c t . 

24 THE WITNESS: I t has been presented t h i s 

25 time as a pressure maintenance p r o j e c t . Pressure w i l l be 
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1 maintained t o an extent w i t h i n j e c t i o n of f l u i d i n t o the 

2 r e s e r v o i r , and a l l the o f f s e t production i s a l l o c a t e d 

3 i n t o the b a t t e r y . So o f f s e t production can be monitored 

4 f o r response. So I don't know what else --

5 EXAMINER EZEANYIM: That's a good p o i n t . 

6 I f we can put a c o n d i t i o n there t o monitor i t -- because 

7 you made i t c l e a r i n your p r e s e n t a t i o n t h a t Mr. Tipton 

8 would l i k e t o see more development i f t h i s works. We 

9 don't know i f i t works. But i f i t works, f i n e . I might 

10 put i t i n the scenario there t h a t we monitor i t and see 

11 what's happening i n the other wellbores. Of course, we 

12 can do t h a t . Are you asking f o r that? 

13 _ THE WITNESS: That would work great. Yes. 

14 And i f i t could be what's done out there now on t h e i r 

15 w e l l t e s t i n g , a l l o c a t e d i n t o the b a t t e r y , I hope i t 

16 wouldn't be re q u i r e d t o go out and put some ki n d of flow 

17 meters, l i k e two-phase fl o w meters or something t h a t the 

18 o f f s e t operator does not have. 

19 EXAMINER EZEANYIM: I wouldn't l i k e you t o 

2 0 do t h a t , because my i n t e n t i o n i s not t o cost you money. 

21 I don't want you t o do t h a t . But I t h i n k the other k i n d 

22 of monitoring, you could do. 

23 THE WITNESS: Monitoring the we l l s i s p a r t 

24 of watching what t h i s i n j e c t i o n w e l l i s going t o do. So 

25 t h a t would be welcomed. I f you want t o put t h a t i n the 
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1 r u l i n g , I w i l l e x p l a i n t o Mr. Tipton t h a t t h a t ' s what you 

2 needed. 

3 EXAMINER EZEANYIM: I n the order. Okay. 

4 Q. (By Examiner Ezeanyim) Your c l i e n t i s not 

5 comfortable disposing t o the open hole only because there 

6 i s not enough disposal space? 

7 A. I have done t h a t before, where I've asked f o r 

8 more i n t e r v a l . I t ' s been approved, and we d i d n ' t u t i l i z e 

9 the whole i n t e r v a l . 

10 I've done t h a t before i n Delaware sands. " 
• 

11 Where they're t i g h t e r , you tend t o plug up because you : 

12 have t r o u b l e w i t h f i l t e r i n g water. And you don't have t o 

13 come back w i t h an ongoing operation, shut i t down because 

14 your pressure l i m i t e d , and come back t o the Commission 

15 and look f o r approval of a l i t t l e a d d i t i o n a l zone. 

16 That's k i n d of where Mr. Tipton was going w i t h 

17 t h i s . That was one of my f i r s t questions, asking him 

18 about the a d d i t i o n a l i n t e r v a l . 

19 Q. He needs t h a t p e r f o r a t e d --

20 A. He would l i k e t o get t h a t approved, the open 

21 hole. | 

22 Q. Yeah. Open hole, no question. 

23 A. As f a r as j u s t a d d i t i o n a l disposal i n t e r v a l , 

24 i f there's any problem i n the 10-foot i n t e r v a l --do you 

25 understand where I'm coming from? I f you have a 10-foot 
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1 d i s posal zone and you s t a r t t o become pressure l i m i t e d 

2 and can't clean i t up, then you would l i k e a d d i t i o n a l 

3 zone t o i n j e c t i n t o . 

4 I f the OCD approves 10 f e e t , i f he wants two 

5 more f e e t of p e r f o r a t i o n , he's got t o come back f o r an 

6 order. So he's l o o k i n g f o r a d d i t i o n a l zone t o i n j e c t 

7 i n t o , and he's chosen the lower nonproducing p a r t . 

8 EXAMINER EZEANYIM: I get i t now. 

9 THE WITNESS: I hope I'm e x p l a i n i n g t h i s . 

10 EXAMINER EZEANYIM: You are doing f i n e . 

11 But don't t h i n k I'm p i c k i n g on you. 

12 THE WITNESS: That's what we're here f o r . 

13 EXAMINER EZEANYIM: I need t o p r o t e c t what 

14 I need t o p r o t e c t . That's why we came here today. 

15 THE WITNESS: Would i t be f a i r t o say 

16 you're going t o consider, based on -- I'd l i k e t o t e l l 

17 Mr. Tipton t h a t you're going t o consider, based on making 

18 sure t h a t the o f f s e t s are being monitored, i s one of the 

19 things? 

2 0 EXAMINER EZEANYIM: Yes. 

21 THE WITNESS: I ' l l e x p l a i n t h a t t o him. 

22 And h e ' l l understand t h a t , because we discussed t h a t . 

23 EXAMINER EZEANYIM: I t h i n k I would l i k e 

24 t o do t h a t . I'm not going t o give you a budget t o spend 

25 a l o t of money on those. 
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1 THE WITNESS: They're r e a l l o c a t i n g on each | 

2 w e l l . 

3 EXAMINER EZEANYIM: You know how they 

4 work. We can monitor w i t h t h a t . 

5 Q. (By Mr. Ezeanyim) Now I go t o t h i s one. When 

6 you use the l e t t e r M, are you r e f e r r i n g t o thousands or 

7 m i l l i o n s on t h i s ? 

8 A. The M? Three zeros, one thousand. 

9 Q. But you know, sometimes people put --

10 A. You l i k e t o see the zeros? 

11 Q. No. I wanted t o make sure t h a t --

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

13 EXAMINER EZEANYIM: But i f you use more, I 

14 know you mean m i l l i o n . Some of them use small M and c a l l 

15 i t thousands. I'm from the o l d school. I've been t o 

16 these conventions. When you see M, t h a t M i s a thousand. 

17 When I see small m, t h a t ' s a m i l l i o n , unless I see MM. 

18 THE WITNESS: That's a l l r i g h t . I 

19 understand. 

20 EXAMINER EZEANYIM: Okay. Do you have any 

21 other thing? 

22 MR. PADILLA: The only t h i n g we have i s 

23 E x h i b i t 9, which i s my a f f i d a v i t saying t h a t a l l the 

24 o f f s e t s operators have been n o t i f i e d . I n f a c t , they've 

25 been n o t i f i e d twice, once on the a d m i n i s t r a t i v e 
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1 a p p l i c a t i o n , and secondly, w i t h n o t i c e of t h i s hearing. 

2 So we would o f f e r E x h i b i t 9 also. 

3 EXAMINER EZEANYIM: I n the i n t e r e s t of 

4 conformity, I t h i n k I would l i k e t o c a l l t h i s a p p l i c a t i o n 

5 a pressure maintenance, even though i t wasn't designed 

6 very w e l l . I'm going t o c a l l i t pressure maintenance and 

7 be able t o put t h a t monitor i n the r e . 

8 Because i f I issue s a l t w a t e r disposal -- of 

9 course, I can s t i l l do t h a t . But I want i t t o be a 

10 pressure maintenance p r o j e c t , and l e t ' s see what's going 

11 t o happen i n those w e l l s . 

12 Did I say I'm going t o approve i t ? I have t o 

13 t h i n k about i t . 

14 So Mr. Maxey, I'm going t o consider the 

15 i n f o r m a t i o n . We have them on the record, and then w e ' l l 

16 see what we can do. Our o b j e c t i v e i s t o make sure we do 

17 our job under the O i l and Gas Act, regardless of whether 

18 anybody ob j e c t s or not. When I'm asking you questions, 

19 I'm not angry at you. I'm not t r y i n g t o put a burden on 

20 you t o do a l o t of t h i n g s . So don't get me wrong. 

21 THE WITNESS: Thank you, Mr. Examiner. 

22 EXAMINER EZEANYIM: Do you have anything 

23 f u r t h e r ? 

24 MR. PADILLA: Nothing else. 

25 EXAMINER EZEANYIM: Okay. At t h i s p o i n t , 
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