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1 EXAMINER BROOKS: Okay. At t h i s time we 

2 c a l l Case Number 14907, a p p l i c a t i o n of KC Resources, 

3 Inc., f o r approval of a pressure maintenance p r o j e c t i n 

4 Eddy County, New Mexico. C a l l f o r appearances. 

5 MR. PADILLA: Mr. Examiner, Ernest L. 

6 P a d i l l a , of Santa Fe, New Mexico, f o r the a p p l i c a n t . I 

7 have one witness t o be sworn. 

8 EXAMINER BROOKS: Any other appearances? 

9 Very good. W i l l the witness s t a t e your name, 

10 please? 

11 MR. MAXEY: John Maxey. 

12 EXAMINER BROOKS: Please swear i n the 

13 witness. 

14 JOHN MAXEY 

15 Having been f i r s t duly sworn, t e s t i f i e d as f o l l o w s : 

16 DIRECT EXAMINATION 

17 BY MR. PADILLA: 

18 Q. Mr. Maxey, f o r the record, would you please 

19 s t a t e your name? 

20 A. John Maxey. 

21 Q. And you l i v e i n Roswell? 

22 A. Yes. 

23 Q. And what i s your connect ion w i t h the a p p l i c a n t 

24 here today? 

25 A. I ' m a c o n s u l t i n g petroleum engineer, and 
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1 they've asked me t o review t h i s a p p l i c a t i o n f o r pressure 

2 maintenance i n t h e i r f i e l d and present testimony at the 

3 hearing. 

4 Q. Have you prepared c e r t a i n e x h i b i t s f o r 

5 i n t r o d u c t i o n today i n connection w i t h t h i s hearing? 

6 A. Yes, I have. 

7 Q. Mr. Maxey, have your c r e d e n t i a l s as a 

8 petroleum engineer been accepted by the O i l Conservation 

9 D i v i s i o n and are a matter of record? 

10 A. Yes, they have. 

11 MR. PADILLA: Mr. Examiner, we tender 

12 Mr. Maxey as a petroleum engineer. 

13 EXAMINER BROOKS: He i s so q u a l i f i e d . 

14 Q. (By Mr. P a d i l l a ) Mr. Maxey, l e t ' s have you 

15 t e l l the Examiner b r i e f l y what the purpose of t h i s 

16 hearing i s . 

17 A. This i s an a p p l i c a t i o n f o r pressure 

18 maintenance f o r KC Resources i n t h e i r Atoka F i e l d on 

19 t h e i r Jones D lease. They would l i k e t o i n j e c t water i n 

20 the downdip p o r t i o n of the r e s e r v o i r . 

21 Q. Is t h i s pressure maintenance -- does t h a t 

22 i n v o l v e i n j e c t i o n of water from the producing formation? 

23 A. Yes. They would l i k e t o r e - i n j e c t on-lease 

24 water t h a t ' s being produced r i g h t now. 

25 Q. Let's t u r n t o E x h i b i t 1 and have you t e l l the 
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1 Examiner what t h a t i s . 

2 A. E x h i b i t 1 i s the C-108 a p p l i c a t i o n f o r 

3 a u t h o r i z a t i o n t o i n j e c t . I t includes, on page 3, a 

4 two-mile radius c i r c l e , j u s t t o show the leases w i t h i n a 

5 two-mile radius of the ap p l i c a n t w e l l . 

6 The next page i s the h a l f - m i l e radius around 

7 the ap p l i c a n t w e l l , showing i n yellow the KC Resources 

8 acreage w i t h i n t h a t area of review. Then there are two 

9 plugged w e l l s y o u ' l l see schematics on. The remaining 

10 wells are producing. They're i n t a b u l a r form. 

11 There i s one w e l l there t h a t was not required. 

12 I put i t i n . I t was an a p p l i c a t i o n f o r a h o r i z o n t a l w e l l 

13 t h a t Devon had made t h a t hadn't been d r i l l e d . And then 

14 the remaining p o r t i o n i s answering the questions on the 

15 a p p l i c a t i o n page and the i n j e c t i o n w e l l schematic. 

16 Q. Let's go through each of those w e l l s , and 

17 b r i e f l y t e l l us what -- f i r s t , f o r the i n j e c t i o n w e l l , 

18 and where the plugs and the i n j e c t i o n i n t e r v a l i s going 

19 t o be. 

20 A. Okay. The i n j e c t i o n i n t e r v a l i s i n the San 

21 Andres formation, approximately 1,750 f e e t t o 1,900 f e e t . 

22 Going through each one of those schematics, the f i r s t two 

23 wells have been plugged i n a way t h a t i s o l a t e s the San 

24 Andres formation from any communication t o other zones. 

25 The remaining wells have been cemented 
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1 adequately, most every one of them cemented t o the 

2 surface on the production s t r i n g , even. So the San 

3 Andres i s very w e l l i s o l a t e d f o r i n j e c t i o n . 

4 Q. I n general, what kind of production do you see 

5 here? 

6 A. The lease was o r i g i n a l l y d r i l l e d up i n the 

7 l a t e '60s. They've had a couple of wells t h a t they 

8 d r i l l e d j u s t r e c e n t l y t h i s year. One of them has a 

9 couple of months of production. The other one has no 

10 h i s t o r y yet. I t ' s i n the process of completing. 
11 And t h i s r e s e r v o i r i s i n an advanced stage of 

12 d e p l e t i o n . And i n one of the e x h i b i t s I ' l l show you --

13 y o u ' l l see, from the GOR, i t c e r t a i n l y looks l i k e 

14 s o l u t i o n gas d r i v e i s the primary mechanism. There may 

15 be some help from a l i t t l e b i t of a water d r i v e or 

16 a q u i f e r d r i v e . 

17 Q. What kind of i n j e c t i o n rates are intended f o r 

18 the well? 

19 A. The i n t e n t i s t o i n i t i a t e i n j e c t i o n w i t h 80 

20 b a r r e l s of water a day, maximum of 300 b a r r e l s a day. 

21 Q. And what kind of pressures? 

22 A. Pressures w i l l be no higher than a .2 p s i per 

23 f o o t . 

24 Q. So i n terms of water c o m p a t i b i l i t y - -

25 A. No issues . We're r e - i n j e c t i n g produced water 
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1 from the lease. 

2 Q. Let's go t o E x h i b i t 2 and have you t e l l us 

3 what t h a t i s . 

4 A. That's j u s t a l o c a t o r map t o f a m i l i a r i z e you 

5 w i t h where we're located. The Atoka F i e l d i s j u s t updip 

6 from the Abo sh e l f margin. We're i n the northern p a r t of 

7 Eddy County. You can see the- C i t y of Carlsbad. 

8 One t h i n g t h a t ' s s i g n i f i c a n t i s we're 

9 d e f i n i t e l y w e l l north of the Capitan Reef trend. 

10 Q. Why i s t h a t s i g n i f i c a n t ? 

11 A. The Capitan Reef i s a very important f r e s h 

12 water source, so we're w e l l n o r t h of t h a t . I t ' s not a 

13 concern i n t h i s p a r t i c u l a r a p p l i c a t i o n . 

14 Q. And E x h i b i t 3? 

15 A. E x h i b i t 3 i s a type curve i n t h a t area of --

16 w i t h i n the area of review, and I've got a cross-section a 

17 l i t t l e l a t e r t h a t ' s scaled down t o the producing zone. 

18 So I wanted t o give you a type curve so you could see 

19 t h a t b a s i c a l l y t h i s i s a very t h i c k carbonate section. 

20 The c o r r e l a t i v e pay t o the act u a l i n j e c t i o n 

21 w e l l i s i n red. I t ' s about 150-feet t h i c k . And the 

22 i n t e r v a l s w i t h i n a l l the producing wells i s s e l e c t i v e l y 

23 p e r f o r a t e d , j u s t p e r f o r a t i n g some of the more porous 

24 i n t e r v a l s . I n the zone i t s e l f , water sa t u r a t i o n s vary 

25 q u i t e a b i t across the e n t i r e i n t e r v a l . They're h i t t i n g 
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1 lenses of o i l production w i t h i n t h a t 150 f o o t . 

2 Q.' Okay. E x h i b i t 4? 

3 A. E x h i b i t 4 i s the area of review. And what 

4 I've done, I've gathered a l l the logs I could i n the 

5 area. I've got three wells t h a t I couldn't get logs on. 

6 As you can imagine, most of t h i s production i s 

7 older. So b a s i c a l l y , I had a l o t of o l d neutron count 

8 logs, which r e a l l y aren't r e l i a b l e f o r any type of 

9 q u a n t i t a t i v e log an a l y s i s . I d i d have a couple of newer 

10 logs t h a t I u t i l i z e d f o r some water s a t u r a t i o n s l a t e r . 

11 This i s a s t r u c t u r e map on top of the San 

12 Andres p o r o s i t y or j u s t above the top of the San Andres 

13 p o r o s i t y on a marker t h a t I had located or i d e n t i f i e d . 

14 Y o u ' l l see q u i t e a b i t of d i p i n t h i s area, approximately 

15 150 to maybe 200 f e e t per mile from northwest t o 

16 southeast. 

17 The highest producing w e l l i n the s t r u c t u r e i s 

18 the Jones D Number 1. Y o u ' l l see i t on the f a r northeast 

19 p a r t of the area of review. The i n j e c t i o n w e l l , the 

20 proposed i n j e c t i o n w e l l , i s i n the center of the radius, 

21 the D5. And t o the f a r southeast i s a c o n t r o l w e l l t h a t 

22 I had. I t ' s a dry hole. You can see t h a t the subsurface 

23 depth of t h a t was plus 1,457 f e e t . So w i t h i n the area of 

24 review, we go from plus 1,671 t o plus 1,457, so there's 
25 q u i t e a b i t of s t r u c t u r a l change. 
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1 Also, the red l i n e , A t o A prime, i s a 

2 t h r e e - w e l l cross-section t h a t w i l l be the next e x h i b i t . 

3 Q. What are the w e l l s shown i n red? 

4 A. The wells shown i n red are c o n t r o l p o i n t s t h a t 

5 a c t u a l l y penetrated the San Andres and are not producing. 

6 The green w e l l s are producing. 

7 I might add at t h i s time t h a t the wells t o the 

8 northeast i n the area of review, those four w e l l s , the 

9 B6, B7, B5 and B9, are wells operated by Lime Rock 

10 Resources. The remaining green wells are wells operated 

11 and under the c o n t r o l of KC Resources. 

12 Q. How about E x h i b i t Number 5? 

13 A. E x h i b i t 5 i s a cross-section t h a t I described 

14 o f f of the previous map. The Jones D Number 5 i s i n the 

15 center, and the Kaiser B7 i s t o the northeast. I t ' s a 

16 Lime Rock Resources w e l l . The Higgins Trust was the f a r 

17 northwest, which i s not producing from the San Andres. 

18 This i s hung on s t r a t i g r a p h i c equivalent. 

19 This i s not a s t r u c t u r a l cross-section. I wanted t o give 

20 you an idea of a close-up of the sec t i o n . Y o u ' l l see 

21 t h a t the e n t i r e p e r f o r a t e d i n t e r v a l on the i n j e c t i o n w e l l 

22 i s i n blue, and i t i s s e l e c t i v e l y p e r f o r a t e d . There's 

23 q u i t e a few various p e r f o r a t i o n s i n there, approximately 

24 50 holes i n t h a t e n t i r e i n t e r v a l . 

25 A l l these wells are acidized and then frac k 
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1 s t i m u l a t e d w i t h anywhere from 150- t o 220,000 pounds of 

2 sand. So t h a t e n t i r e i n t e r v a l i s probably communicating. 

3 Q. Are you ready f o r E x h i b i t 6? 

4 A. Yeah. 

5 Q. Okay. 

6 A. E x h i b i t 6, i t ' s kind of a busy e x h i b i t . And 

7 r e a l l y , i t ' s the key t o the proposed i n j e c t i o n i n the D5. 

8 I ' l l s t a r t w i t h the — b a s i c a l l y what t h i s i s the same 

9 map you saw e a r l i e r , the s t r u c t u r e map. I've l e f t the 

10 s t r u c t u r a l contours on here. 

11 But I've gone i n and given you some 

12 d e s c r i p t i o n on some of the o f f s e t w e l l s . Now, t o the 

13 northwest, the blue box around the B6 and the B7, t h a t ' s 
14 the Lime Rock w e l l s . Those are the two lowest producing 

15 wells on the s t r u c t u r e , and they have the lowest, 

16 s t r u c t u r a l l y speaking; and they have the lowest -- excuse 

17 me, the highest water cut. This i s b a s i c a l l y an o i l cut 

18 map. And so 8 and 9 percent o i l cut i s what you see on 

19 those Lime Rock w e l l s . 

20 The proposed i n j e c t i o n w e l l i s about 30 fee t 

21 updip and has about a 15 percent o i l cut. I f you move up 

22 s t r u c t u r e , you go from 15 t o 16 t o 31 percent up on the 

23 very top of the s t r u c t u r e . That's what I wanted t o p o i n t 

24 out w i t h the blue box t o the northeast. Those are the 

25 two lowest w e l l s w i t h the highest water cuts. 
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1 As you move around the c i r c l e clockwise, 

2 y o u ' l l n o t i c e the next box on the south side of the area 

3 of review penetrated the San Andres. No completion 

4 attempt on those two red w e l l s . 

5 The northernmost was a producer from a deeper 

6 horizon, around 9,000 f e e t . They plugged back. They 

7 t r i e d the Wolfcamp and also made another the attempt t o 

8 approximately 6,000 f e e t , and eventually t h a t w e l l was 

9 plugged. There was no attempt i n the San Andres. 

10 The w e l l t o the south was a clean, dry hole, 

11 no casing run. There was no San Andres completion 

12 attempt i n t h a t p a r t i c u l a r w e l l , e i t h e r . 

13 Now, i f you move around t o the southwest 

14 corner of the area of review, there's another blue box 

15 t h a t describes another red dot, red w e l l . That w e l l i s a 

16 producing w e l l out of the Yeso, which i s around 2,800 

17 fe e t t o j u s t over 3,000 f e e t . There was no San Andres 

18 completion attempt i n t h i s w e l l , e i t h e r . 

19 This i s a Lime Rock Resources w e l l . They 

20 could have completed the San Andres, as they d i d t o the 

21 northeast. They can commingle those zones. But they d i d 

22 not complete i n the San Andres. 

23 I f you move a l l the way around t o the 

24 northwest p a r t of the c i r c l e and look at t h a t box --

25 EXAMINER JONES: I'm sorry, John. That 
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1 l a s t box you were t a l k i n g about, where i s t h a t located? 

2 THE WITNESS: To the southwest, down here. 

3 EXAMINER JONES: Okay. That one -- say 

4 again. That one could have been completed, but --

5 THE WITNESS: I t ' s been completed i n the 

6 Yeso, and they d i d not make an attempt i n the San Andres. 

7 EXAMINER JONES: Like Paddock or 

8 something? 

9 THE WITNESS: I n the northeast p a r t , up 

10 here, they d i d complete Yeso and San Andres. They 

11 commingled, because you can do t h a t i n t h i s f i e l d . 

12 So what I'm implying there i s you've got those 

13 three red dots, no completion attempt was made i n the San 

14 Andres, okay? ^ 

15 So i f you move on around t o the northwest 
16 side, there's a box i n the f a r northwest corner. I d i d 

17 have good logs on -- where the arrows are drawn t o those 

18 two w e l l s , I had more modern logs. I c a l c u l a t e d some 

19 water s a t u r a t i o n s on those. I compared them t o the B7 

20 lease up i n the northeast t h a t ' s an a c t u a l San Andres 

21 " producer. The lowest w e l l on the s t r u c t u r e , I looked at 

22 t h a t log and c a l c u l a t e d water s a t u r a t i o n s , compared i t t o 

23 these two red dots. And the two red dots, t h e i r average 

24 water s a t u r a t i o n was 30 percent higher than the lowest 

25 w e l l , i t s highest water cut i n the San Andres. 
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1 So I t h i n k there's a very strong i m p l i c a t i o n 

2 w i t h t h i s i n f o r m a t i o n t h a t j u s t t o the southeast, on 

3 s t r u c t u r e , based on t h i s s t r u c t u r e map, j u s t t o the 

4 southeast of the Number 5, there i s an o i l / w a t e r -- you 

5 can c a l l i t a contact, but I t h i n k what t h i s map 

6 i l l u s t r a t e s i n t h i s t i g h t formation, you have a 

7 t r a n s i t i o n . You're going from high water cut t o low 

8 water cut t o a high percent water f u r t h e r downdip. 

9 Q. (By Mr. P a d i l l a ) What does t h a t mean i n terms 

10 of the e f f e c t of the i n j e c t i o n ? 

11 A. So they would l i k e t o i n j e c t -- convert the 

12 D5, which i s now uneconomic t o produce. I t ' s making 

13 about one b a r r e l a day, barely. They would l i k e t o 

14 convert the D5 and i n j e c t at t h i s p o i n t i n the r e s e r v o i r . 

15 A l l t h e i r producing wells are -- a l l the 

16 producing wells i n the -- v i r t u a l l y a l l the wells are 

17 updip from t h i s p o i n t , other than the two t o the 

18 northeast t h a t are downdip. Th e y ' l l be i n j e c t i n g at a 

19 p o i n t i n the r e s e r v o i r t h a t ' s very close t o the o i l / w a t e r 

20 contact. So they would l i k e t o i n j e c t at t h i s p o i n t , 

21 attempt t o d r i v e somewhat upward, and t h e y ' l l lose some 

22 water t o the aq u i f e r down t o the southeast. 

23 Q. Okay. E x h i b i t 7? 

24 A. E x h i b i t 7 i s a p l o t of production on the Jones 

25 D lease, t o t a l production. That's the KC Resources 

PAUL BACA PROFESSIONAL COURT REPORTERS 
34438484-d193-460c-86f8-e4b1785d080b 



Page 14 

1 w e l l s , s i x producing w e l l s . A c t u a l l y , s i x w e l l s , and 

2 there's four producing on the lease r i g h t now. 

3 One t h i n g I wanted you t o notice i s the GOR. 

4 I n i t i a l l y the f i r s t -- t h i s i s monthly data, and i t ' s 

5 back t o '69. This i s when the production s t a r t e d w i t h 

6 the f i r s t w e l l . 

7 The f i r s t GOR p o i n t i s j u s t over 700 standard 

8 cubic f e e t per b a r r e l of o i l , i n creasing GOR t o 3,400 and 

9 then d e c l i n i n g . I t looks very much l i k e s o l u t i o n gas 

10 d r i v e . You w i l l n o tice the water cut d i d increase. 

11 That's the top curve I have labeled, the very top curve 

12 on t h a t chart, from approximately 70 percent t o 90 

13 percent over time. So there i s mobile water. I t could 

14 be moving up from -- you know, there could be some 

15 movement up from the a q u i f e r , but I'm sure there's p l e n t y 

16 of water w i t h i n t h i s r e s e r v o i r t h a t moves, too. 

17 So b a s i c a l l y s o l u t i o n gas d r i v e , you 

18 produce -- i f you look i n the box i n the upper r i g h t , 

19 you've got a cumulative o i l production of 175,000 b a r r e l s 

20 of o i l , 45,000 b a r r e l s of o i l remaining on primary, and 

21 t h a t ' s p r o j e c t e d t o two b a r r e l s of o i l a day on t h i s 

22 lease. And t h a t ' s o p t i m i s t i c , because the charges would 

23 r e a l l y make t h a t uneconomic at t h i s p o i n t . 

24 Cumulative water production has been 688,000 

25 b a r r e l s of water. So you've had more l i k e 900,000 
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1 b a r r e l s of t o t a l f l u i d removed from the r e s e r v o i r from 

2 these p a r t i c u l a r w e l l s , combined w i t h 318 m i l l i o n cubic 

3 f e e t of gas. So you have a huge voidage i n t h i s 

4 r e s e r v o i r . 

5 So they would l i k e t o take t h i s water, 

6 approximately 80 b a r r e l s of water a day t h a t ' s being 

7 produced r i g h t now, and s t a r t r e - i n j e c t i n g i n t h i s 

8 downdip play and look f o r any response i n the o f f s e t s . 

9 Q. Anything else on Number 7? 

10 A. No. 

11 Q. Would approval of t h i s a p p l i c a t i o n be, i n your 

12 opinion, i n the best i n t e r e s t of conservation of o i l and 

13 gas and p r o t e c t i v e of c o r r e l a t i v e r i g h t s ? 

14 A. Yes. I believe t h a t i n j e c t i o n i n the 

15 r e s e r v o i r at t h i s time i n the downdip l i m i t of the 

16 r e s e r v o i r would prevent waste and would p r o t e c t -- there 

17 would be no impairment of c o r r e l a t i v e r i g h t s . 

18 I might add t h a t the c l i e n t has t a l k e d t o Lime 

19 Rock Resources, and they have no issues w i t h the 

20 a p p l i c a t i o n , as long as there's not any kind of an 

21 overpressured s i t u a t i o n developing. 

22 MR. PADILLA: Mr. Examiner, E x h i b i t s 8 and 

23 9 — w e l l , l e t me t a l k about E x h i b i t 8. I t i s an 

24 a f f i d a v i t of James S p i l l a n e , who i s i n charge of a l l 

25 phases of e x p l o r a t i o n a c t i v i t i e s f o r KC Resources. He's 
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1 been a landman f o r 29 years, 

2 The a f f i d a v i t states t h a t the only o f f s e t t i n g 

3 owner and operator i s Lime Rock Resources. The surface 

4 owners are Wade and V i r g i n i a S t a r r , who have, through 

5 execution of an o i l and gas lease, consented t o t h i s type 

6 of operation on the lease. 
7 Number 9 i s my A f f i d a v i t of Service. And I ' l l 

8 d i r e c t your a t t e n t i o n t o some emails t h a t I had w i t h Lime 

9 Rock some time back i n July of t h i s year. At t h a t time, 

10 I was doing q u i t e a b i t of work w i t h Lime Rock, and I'm 

11 s t i l l doing some work f o r Lime Rock, and I had t o make 

12 sure t h a t I did n ' t have a c o n f l i c t w i t h t h i s a p p l i c a t i o n 

13 i n representing KC Resources. And they e s s e n t i a l l y have 

14 -- i n t h a t series of emails, they have t o l d me t h a t they 

15 d i d n ' t have any problem w i t h i t , as long as i t was not an 

16 overpressured s i t u a t i o n where they would increase beyond 

17 the testimony. 

18 EXAMINER BROOKS: Lime Rock had n o t i c e ; 

19 r i g h t ? 

20 MR. PADILLA: Yes, they have n o t i c e . Not 

21 only i n my series of emails w i t h them i n July, but again 

22 on October 23rd, I d i d send them C e r t i f i e d Return. 

23 EXAMINER BROOKS: Yeah, I thought I saw 

24 t h a t . 

25 Are you o f f e r i n g the e x h i b i t s in? 
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1 MR. PADILLA: I ' l l o f f e r E x h i b i t s 1 

2 through 9. 

3 EXAMINER BROOKS: One through 9 are 

4 admitted. 

5 Do you pass the witness? 

6 (Ex h i b i t s 1 through 9 were admitted.) 

7 MR. PADILLA: Yes. 

8 EXAMINER BROOKS: My question i s probably 

9 more f o r you than the witness. I'm not at a l l confident 

10 at t h i s p o i n t of your theory t h a t you don't have t o give 

11 the surface owner notices under our rul e s merely because 

12 you have the r i g h t t o conduct t h i s type of operation 

13 under the terms of the lease. 

14 There was some kind of case t h a t s o r t of 

15 touched on t h a t issue out of the Court of Appeals t h a t I 

16 remember reading four or f i v e years ago, but I don't 

17 remember the d e t a i l s of the case. 

18 But i t looks t o me l i k e one i s an issue of 

19 consent or land ownership r i g h t s , and the other i s a 

20 r e g u l a t o r y issue, and I'm not sure t h a t one co n t r o l s the 

21 other. Do you want t o address that? 

22 MR. PADILLA: Mr. Examiner, I caught t h i s 

23 problem I t h i n k the day before yesterday. And we 
24 haven't -- my c l i e n t hasn't obtained a formal consent. 

25 And I would be happy t o supplement the record w i t h some 
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1 kind of consent on t h i s issue. 

2 EXAMINER BROOKS: Okay. A l l we would need 

3 from a r e g u l a t o r y standpoint would be a waiver of n o t i c e . 

4 Mr. Jones? 

5 EXAMINATION 

6 BY EXAMINER JONES: 

7 Q. Well, Mr. Maxey, the lease i t s e l f , I t h i n k the 

8 f i r s t e x h i b i t , does i t show the --

9 A. Yes. That's the one t h a t has the yellow 

10 square. 

11 Q. Okay. And t h a t ' s got a t r a c t of land 

12 i d e n t i f i e d . Are a l l owners i d e n t i c a l i n t h a t t r a c t of 

13 land? 

14 What I mean i s , does t h a t t r a c t of land -- i s 

15 t h a t considered one common ownership? 

16 A. You know, I could not answer t h a t question. I 

17 know I discussed w i t h the landman t h a t they owned and 

18 c o n t r o l l e d those four quarter/quarter sections. And he 

19 sent me a map, and I went back t o him w i t h the 

20 d e s c r i p t i o n s . And he said, "Your d e s c r i p t i o n s are 

21 accurate." I d i d not ask him about the ownership. 

22 Q. And maybe we could get t h a t l a t e r , also, along 

23 . w i t h -- b a s i c a l l y , i f you draw your h a l f - m i l e c i r c l e 

24 around t h a t w e l l , every commonly-owned t r a c t of land 

25 should be i d e n t i f i e d w i t h the owners of those t r a c t s and 
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1 the San Andres depths. And i f there's no -- there should 

2 be a lessee. I f you can f i n d the lessees, provide them 

3 n o t i c e . And i f there's no lessee, of course, the mineral 

4 owners. 

5 MR. PADILLA: Mr. Examiner, Mr. Jones, my 

6 understanding i s t h a t Devon Energy used t o own a l l t h i s 

7 acreage at one time, and KC Resources and Lime Rock, at 

8 some poi n t or another, acquired a l l the i n t e r e s t s of 

9 Devon. 

10 EXAMINER JONES: So Lime Rock and KC own 

11 everything w i t h i n the c i r c l e ? 

12 MR. PADILLA: That's my understanding. 

13 EXAMINER JONES: They c o n t r o l those 

14 minerals? 

15 MR. PADILLA: Yes. 

16 EXAMINER JONES: I t h i n k we would s t i l l 

17 need to know about --

18 Q. (By Examiner Jones) Because your a p p l i c a t i o n 

19 i s t o form a lease waterflood; i s t h a t correct? 

20 A. I t ' s a pressure maintenance a p p l i c a t i o n . 

21 Q. You want i t t o be a pressure maintenance? 

22 A. Yes. 

23 Q. Okay. You have sa id t h a t i t ' s i n an advanced 

24 s t a t e of d e p l e t i o n , the p roduc t ion i n t h a t area. But 

25 you ' re j u s t r e - i n j e c t i n g the water f rom t h a t t r a c t of 
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1 land i n yellow? 

2 A. Yes. 

3 Q. And you want i t t o be l i m i t e d t o only waters 

4 coming from those t r a c t s of land? 

5 A. Yes. 

6 Q. Because t h a t ' s Lime Rock's l i m i t a t i o n , also? 

7 A. Their l i m i t a t i o n was on no higher pressure or 

8 r a t e than i s i n the a p p l i c a t i o n . They d i d not have a 

9 l i m i t a t i o n on which waters. 

10 Q. And 300 was your maximum rate? 

11 A. 200 was the maximum r a t e . I said 300 e a r l i e r . 

12 That's a d i f f e r e n t a p p l i c a t i o n . I t ' s 200, as stat e d i n 

13 the a p p l i c a t i o n . 

14 There's two w e l l s , the newer wells they 

15 d r i l l e d t h i s year, so they're going t o be b r i n g i n g those 

16 i n t o the i n j e c t i o n w e l l also. 

17 Q. That plugged w e l l t h a t ' s i n red i n E x h i b i t 6 

18 on the southeast, the f u r t h e s t southeast plugged w e l l on 

19 E x h i b i t 6, I t h i n k t h a t w e l l i s the one t h a t doesn't have 

20 plugs set r e a l l y t o confine the San Andres, unless you 

21 can t e l l me what the bottom of the San Andres i s . Was 

22 t h a t the f i r s t plugged w e l l on your C-108 ap p l i c a t i o n ? 

23 A. Yes, i t i s . 

24 .-Q. The Betty Sue Number 1? 

25 A. Yes. 
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Okay. That one has a plug at 13 -- or i s the 

2 bottom of t h a t plug 1,950 on the top plug? 

3 A. The bottom of t h a t plug i s 1,330. 

4 Q. 1,330 up t o 950? 

5 A. Yes. I t ' s across the shoe. 

6 Q. And at what p o i n t does the G l o r i e t a s t a r t 

7 below i n t h i s well? 

8 A. I don't have the top on the Gl-orieta. 

9 Q. But they set a plug at 3,940, so --

10 A. 3,942 . 

11 Q. -- they're probably recovering the top of the 

12 Yeso? 

13 A. Right. I t ' s very close t o the top of the 

14 Yeso. 

15 Q. And there's no pipe i n t h a t w e l l , so t h a t ' s 

16 open. But i s i t c o r r e c t t h a t the water s a t u r a t i o n i n 

17 t h a t w e l l was so high t h a t they d i d n ' t t r y the San 

18 Andres ? 

19 A. That's what I'm implying. The water 

20 s a t u r a t i o n c a l c u l a t i o n s are 30 percent higher than the 

21 B7, which i s the lowest producer s t r u c t u r a l l y w i t h the 

22 highest water cut. 

23 Q. Okay. So — 

24 A. So the t o t a l data down there i s where I'm 

25 s t r o n g l y implying t h a t i t ' s wetter, very, very high 

PAUL BACA PROFESSIONAL COURT REPORTERS 
34438484-d 193-460c-86f8-e4b 1785d080b 



Page 22 

1 water. 

2 Q. So t h a t w e l l i s not i n danger of not c o n f i n i n g 

3 the i n j e c t i o n , because the i n j e c t i o n i s not going t o go 

4 t o t h a t w e l l because the water s a t u r a t i o n i s so high 

5 there? 

6 A. Right. 

7 Q. And the pore pressure should be higher? 

8 A. Yes. I t ' s way downdip. The pore pressure 

9 should be higher. And w i t h the d e p l e t i o n you've got t o 

10 the northwest and the northeast, I don't see the water 

11 m i g r a t i n g . 

12 Q. The water should move toward the p o i n t s of --

13 A. Where you've got the pressure sync. And l i k e 

14 I said, you've got 900,000 b a r r e l s of voidage plus gas. 

15 Q. So t h a t w e l l should not be a problem, the way 

16 i t ' s completed, the way i t ' s plugged? 

17 A. Right. 

18 Q. Now, i f you look at the San Andres, you must 

19 have looked over t h i s i n t e r v a l i n the San Andres f o r 

20 water saturations? I s i t --

21 A. I used, b a s i c a l l y , the three good logs I had. 

22 The re s t of them are o l d neutron counts, b a s i c a l l y , and 

23 there were no -- some had some micrologs, but I di d n ' t 

24 even attempt c a l c u l a t i o n s on those. They're j u s t neutron 

25 count logs. I don't have any confidence i n ob t a i n i n g 
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p o r o s i t y from those. 

2 Q. But --

3 A. Maybe a s i d e w a l l , but they weren't s i d e w a l l 

4 neutrons. They were j u s t neutron counts. 

5 Q. So you have t o put your l o g a r i t h m i c scale on 

6 there and hope f o r the best? 

7 A. Yes, s i r . 

8 Q. But the water s a t u r a t i o n goes up i n the San 

9 Andres as you go down; i s t h a t correct? 

10 A. Yes. 

11 Q. For t h i s operator, are they i n compliance w i t h 

12 Rule 5.9 as f a r as i n a c t i v e w e l l s and f i n a n c i a l 

13 assurance? 

14 A. As f a r as I know. I d i d not ask the question. 

15 MR. PADILLA: I can answer t h a t , Mr. 

16 Jones. We r e c e n t l y -- or KC Resources entered i n t o a 

17 compliance order w i t h the OCD about a month ago. 

18 We have, w i t h the State Land Office,- r e c e n t l y 

19 s e t t l e d a lease issue where there were four w e l l s , and 

20 those four wells created a problem. We then entered i n t o 

21 an agreed order, a compliance order, and so they're f i n e 

22 at t h i s p o i n t . 

23 And we're going t o be f i n e w i t h the Land 

24 O f f i c e also. I t was a Catch 22 between the OCD and the 

25 State Land O f f i c e , the State Land O f f i c e saying you need 

j 
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1 t o comply w i t h the OCD before we can s e t t l e , and vice 

2 versa. So we f i n a l l y got i t done. 

3 EXAMINER JONES: Okay. So we should be 

4 able t o check and see --

5 MR. PADILLA: I can get you a copy of t h a t 

6 order. 

7 EXAMINER JONES: To Mr. Brooks? 

8 MR. PADILLA: Yes. 

9 EXAMINER JONES: I don't have any more 

10 questions. 

11 EXAMINER BROOKS: Okay. Mr. Jones' 

12 question r a i s e d on t h i s issue of whether or not the 

13 appropriate notices have been given w i t h i n the area of 

14 review, of course, I was looking at your a f f i d a v i t . The 

15 a f f i d a v i t says t h a t KC Resources i s the only --

16 MR. PADILLA: E x h i b i t 8. 

17 EXAMINER BROOKS: That's what I'm looking 

18 f o r . Here i t i s . 

19 EXAMINATION 

20 BY EXAMINER BROOKS: 

21 Q. The only o f f s e t t i n g owner or operator, other 

22 than the a p p l i c a n t , i n the area of i n t e r e s t i s Lime Rock. 

23 Now, of course, the r u l e on i n j e c t i o n wells 

24 requires t h a t a l l t r a c t s w i t h i n the area of review -- and 

25 because the words, "area of i n t e r e s t , " i s d i f f e r e n t from, 
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1 "area of review," I don't know whether or not i t means 

2 the same t h i n g . From your responses t o Mr. Jones, I 

3 understand you're basing t h a t statement on your 

4 conversations w i t h the landman. 

5 A. My area of review t h a t I'm r e f e r r i n g t o i s a 

6 h a l f - m i l e radius. 

7 Q. When you say, "the area of i n t e r e s t , " you mean 

8 the h a l f - m i l e area of review? 

9 A. Yes. I may use those interchangeably. 

10 Q. That includes the t r a c t s i n the a d j o i n i n g 

11 section down t o the south, as w e l l as the ones i n 

12 Sections 13 and 18 here? 

13 A. Yes. Because the h a l f - m i l e radius c i r c l e does 

14 j u s t barely cross over i n t o i t . 

15 Q. Right. That's what I was r a i s i n g . And those 

16 t r a c t s would be brought i n . 

17 And what you're t e l l i n g us then i s t h a t e i t h e r 

18 Lime Rock or KC i s the owner of 100 percent of the 

19 working i n t e r e s t i n a l l those t r a c t s . But we have some 

20 other names on here on t h i s map. 

21 A. I cannot t e l l you i f they're 100 percent 

22 working i n t e r e s t owners. 

23 EXAMINER BROOKS: Okay. Well, we need t o 

24 get t h a t c l a r i f i e d . We're going t o have t o continue t h i s 

25 case anyway t o get no t i c e t o the surface owner or a 
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1 waiver of n o t i c e . 

2 We w i l l also need t o get c l a r i f i e d t h a t those 

3 t r a c t s of which KC i s the operator, t h a t they own 100 

4 percent of the working i n t e r e s t or t h a t they've given 

5 n o t i c e t o other people who own working i n t e r e s t s i n those 

6 t r a c t s where Lime Rock i s the operator and they a c t u a l l y 

7 have w e l l s . But t h a t ' s only one t r a c t . There, of 

8 course, you don't have t o give n o t i c e t o other working 

9 i n t e r e s t owners because you have another operator. 

10 Okay. I f there's nothing f u r t h e r , then we 

11 w i l l continue Case Number 14907 u n t i l January 24th, 2013, 

12 i n order t o get c l a r i f i c a t i o n on these notice issues. 

13 MR. PADILLA: Okay. 

1 4 . * * * 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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