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1 (11:17 a.m.) 

2 EXAMINER EZEANYIM: Case Number 15076. 

3 This i s the a p p l i c a t i o n of Legend Natural Gas I I I , LP 

4 f o r s p e c i a l pool r u l e s , Eddy County, New Mexico. 

5 C a l l f o r appearances. 

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

7 Santa Fe rep r e s e n t i n g the Ap p l i c a n t . I have three 

8 witnesses. 

9 EXAMINER EZEANYIM: Any other appearances? 

10 Okay. May the three witnesses stand up and 

11 be sworn in? State your names f i r s t . 

12 MR. VINING: Jason Vining. 

13 MR. Rieser: Bob Rieser. 

14 MR. KUIPER: Kendal Kuiper. 

15 (Mr. V i n i n g , Mr. Rieser and Mr. Kuiper 

16 sworn.) 

17 EXAMINER EZEANYIM: Proceed, Counselor. 

18 KENDAL KUIPER, 

19 a f t e r having been f i r s t duly sworn under oath, was 

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

21 DIRECT EXAMINATION 

22 BY MR. BRUCE: 

23 Q. W i l l you please s t a t e your name and c i t y of 

24 residence f o r the record? 

25 A. Kendal Kuiper. 
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1 Q. Would you s p e l l your l a s t name f o r the 

2 Examiner? 

3 A. K-U-I-P-E-R. 

4 Q. And who do you work f o r and i n what capacity? 

5 A. I work f o r Legend Natural Gas as a landman. 

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

7 D i v i s i o n ? 

8 A. I have not. 

9 Q. Would you please summarize your educational and 

10 employment background f o r the Examiner? 

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

12 at El Paso i n 1977 w i t h a bachelor's of business 

13 a d m i n i s t r a t i o n , and I went t o work -- i n January of 

14 1978, I went t o work f o r Shell O i l Company. 1 1ve worked 

15 as a petroleum landman f o r 35 years. 1 1ve worked f o r 

16 Legend Natural Gas f o r approximately five-and-a-half 

17 years. 

18 Q. Does your area of r e s p o n s i b i l i t y at Legend 

19 include t h i s p o r t i o n of Eddy County? 

20 A. I t does. 

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

22 involved i n t h i s case? 

23 A. I am. 

24 MR. BRUCE: Mr. Examiner, I tender 

25 Mr. Kuiper as an expert petroleum landman. 
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1 EXAMINER EZEANYIM: Mr. Kuiper i s so 

2 q u a l i f i e d . 

3 But you went t o the U n i v e r s i t y of Texas. 

4 That's not good ( l a u g h t e r ) . You should go to Texas A&M. 

5 You know what I mean? 

6 THE WITNESS: I do. I know ( l a u g h t e r ) . 

7 EXAMINER EZEANYIM: Mr. Kuiper i s so 

8 q u a l i f i e d . 

9 Q. (BY MR. BRUCE) Mr. Kuiper, could you i d e n t i f y 

10 E x h i b i t 1 f o r the Examiner and b r i e f l y describe what 

11 Legend seeks i n t h i s case? 

12 A. Yeah. E x h i b i t 1 shows, i n green, the o r i g i n a l 

13 pool known as the North Hay Hollow-Bone Spring pool, and 

14 t h a t ' s Pool Code Number 30216. And t h a t ' s the o r i g i n a l 

15 pool. And the c u r r e n t way the pool boundaries are i n 

16 green, on E x h i b i t 1, and then the new boundaries are a l l 

17 those lands w i t h i n the red o u t l i n e . 

18 Q. Just t o c l a r i f y , there i s a l i t t l e extra red 

19 l i n e along the township l i n e . Should t h a t have been --

20 A. Yeah. That was j u s t an e r r o r i n the d r a f t i n g . 

21 Q. Okay. 

22 A. So e v e r y t h i n g w i t h i n the red boundary i s par t 

23 of the new proposed pool. 

24 Q. Where d i d you get the c u r r e n t pool boundaries? 

25 A. Current pool boundaries were given t o me by 

PAUL BACA PROFESSIONAL COURT REPORTERS 
611 b8dd7-2aa4-4f22-874b-41 b1a65bf3c8 



1 
Page 6 j 

Paul Kautz, i n the OCD Hobbs o f f i c e , by e-mail. ] 

2 EXAMINER EZEANYIM: I n the red o u t l i n e , j 

3 r i g h t ? 

4 THE WITNESS: Yes, s i r . 

5 EXAMINER EZEANYIM: You know, Paul Kautz 

6 and the State aren't here. We might have i t , the pool 

7 c o n f i g u r a t i o n s . But whatever he t e l l s you, he i s the 

8 d i s t r i c t g e o l o g i s t , so I w i l l accept t h i s as the pool 

9 boundaries f o r the North Hay Hollow, r i g h t ? 

10 THE WITNESS: Yes. 

11 EXAMINER EZEANYIM: You have expanded f o r 

12 t h i s --

13 THE WITNESS: Yes. 

14 EXAMINER EZEANYIM: Okay. I mean, i f Paul 

15 t o l d you t h a t , then I w i l l accept i t , because i t ' s a 

16 l i t t l e d i f f e r e n t from what we have, but t h a t ' s okay. 

17 Q. (BY MR. BRUCE) And r e f e r r i n g t o page 2 of 

18 E x h i b i t 1, when was the pool created? 

19 A. The pool was o r i g i n a l l y created i n October of 

20 1985. 

21 Q. And page 2, i s t h a t a copy of the order which 

22 created the pool? 

23 A. Yes, i t i s . 

24 MR. BRUCE: And, Mr. Examiner, i f you look 

25 at t h a t l i t t l e smudge mark at the bottom, the top ; 
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1 p e r f o r a t i o n of the discovery w e l l was at 5,877 f e e t . 

2 EXAMINER EZEANYIM: On the f o u r t h page? 

3 MR. BRUCE: Right there - - i f you look at 

4 paragraph two -- paragraph two, the l a s t l i n e . 

5 EXAMINER EZEANYIM: This ( i n d i c a t i n g ) ? 

6 MR. BRUCE: Yes. 

7 EXAMINER EZEANYIM: I t ' s a one-page order. 

8 MR. BRUCE: Well, I j u s t included one page 

9 j u s t t o show -- y o u ' l l see the top p e r f o r a t i o n of the 

10 discovery w e l l i s at 5,877 f e e t . 

11 EXAMINER EZEANYIM: Yeah. 

12 MR. BRUCE: So under the Divison's 

13 r e g u l a t i o n s , the cu r r e n t d a i l y allowable i s 107 b a r r e l s 

14 per day. 

15 EXAMINER EZEANYIM: At t h a t depth? 

16 MR. BRUCE: Depth bracket, yes. 

17 Q. (BY MR. BRUCE) And, Mr. Kuiper, what does 

18 Legend request i n t h i s case? 

19 A. We're requesting t h a t the pool allowable f o r 

20 the North Hay Hollow-Bone Spring pool be increased from 

21 the 107 b a r r e l s a day to 375 b a r r e l s per day. 

22 Q. And why are you making t h i s request? 

23 A. Well, we 1ve d r i l l e d three w e l l s i n the pool, 

24 and the completed depth of those w e l l s i s approximately 

25 7,800 f e e t . And i n a d d i t i o n t o t h a t , we d r i l l e d more 
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w e l l per u n i t , and so we r e q u i r e the a d d i t i o n a l 

2 allowable because of the number of w e l l s and the depth. 

3 EXAMINER EZEANYIM: These are v e r t i c a l 

4 wells? 

5 THE WITNESS: No. I'm so r r y . They're a l l 

6 h o r i z o n t a l w e l l s . 

7 EXAMINER EZEANYIM: Okay. And the tru e 

8 v e r t i c a l depth i s now, c u r r e n t l y , i n the same pool at 

9 7,800 feet? 

10 THE WITNESS: Yes, s i r . 

11 Q. (BY MR. BRUCE) But the combination -- and I 

12 b e l i e v e the w e l l s -- you d i d get good r e s u l t s from the 

13 wells? 

14 A. We d i d . 

15 Q. And between t h a t and the deeper depth and the 

16 pl a n t o d r i l l a d d i t i o n a l Bone Spring w e l l s , t h a t would 

17 lead t o exceeding the allowables, correct? 

18 A. Yes, i t would. 

19 Q. Does Legend have a g e o l o g i s t and engineer 

20 present t o discuss - -

21 A. We do. We have Mr. Robert Rieser, the 

22 g e o l o g i s t , who works f o r Legend, and Mr. Jason Vining, 

23 petroleum engineer. 

24 Q. And d i d you search the D i v i s i o n ' s records t o 

25 i d e n t i f y a l l operators i n the pool or w i t h i n a mile;of 
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1 the pool? 

2 A. Yes. 

3 Q. And was n o t i c e of t h i s a p p l i c a t i o n given t o a l l 

4 operators? 

5 A. Yes, i t was. 

6 Q. And i s t h a t r e f l e c t e d i n my A f f i d a v i t of Notice 

7 marked as E x h i b i t 2? 

8 A. Yes, i t i s . 

9 MR. BRUCE: And, Mr. Examiner, a l l 

10 operators i n the pool d i d receive a c t u a l n o t i c e . 

11 Q. (BY MR. BRUCE) Have any operators objected t o 

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

13 A. None have objected. 

14 MR. BRUCE: Mr. Examiner, a c t u a l l y , both 

15 Mewbourne O i l Company and Devon Energy Production 

16 Company d i d contact me, and they do not object t o the 

17 a p p l i c a t i o n . 

18 EXAMINER EZEANYIM: Okay. 

19 Q. (BY MR. BRUCE) Were E x h i b i t s 1 and 2 prepared 

20 by you or compiled from company business records? 

21 A. Yes, they were. 

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

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

24 prevention of waste? 

25 A. Yes. 
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MR. BRUCE: Mr. Examiner, I'd move the 

2 admission of Ex h i b i t s 1 and 2. 

3 EXAMINER EZEANYIM: E x h i b i t s 1 and 2 w i l l 

4 be admitted. 

5 {Legend E x h i b i t Numbers 1 and 2 were 

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

7 MR. BRUCE: And i f the record could note, 

8 1 1ve got the e x h i b i t s i n c h r o n o l o g i c a l order. 

9 EXAMINER EZEANYIM: Very good. Thank you 

10 ( l a u g h t e r ) . Maybe you can do t h a t next time. Thank you 

11 ( l a u g h t e r ) . I t makes i t easier on me. I mean, j u s t a 

12 request. 

13 Okay. Are you done ? 

14 MR. BRUCE: Yes. No f u r t h e r questions of 

15 the witness. 

16 CROSS-EXAMINATION 

17 BY EXAMINER EZEANYIM: 

18 Q. I s t h i s Hay Hollow i s t h i s an o i l pool or a 

19 gas pool? 

20 A. Let 's see. 

21 Q- I t says i t ' s a gas pool. 

22 A. The o r i g i n a l I'm not -- I'm not p o s i t i v e . I 

23 t h i n k -- was i t a gas pool? 

24 MR. BRUCE: Yeah. 

25 Mr. Examiner, on E x h i b i t 1, the order:says 
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1 i t ' s a pool f o r p r o d u c t i o n of o i l . 

2 THE WITNESS: Yeah. I t says i t on the 

3 order. 

4 EXAMINER EZEANYIM: Which one? 

5 MR. BRUCE: Page 2 of E x h i b i t 1, paragraph 

6 two. 

7 EXAMINER EZEANYIM: A l l r i g h t . But I don't 

8 know why they c a l l i t the Hay Hollow gas pool. 

9 THE WITNESS: I t ' s the Hay Hollow-Bone 

10 Spring pool. 

11 MR. BRUCE: I t says "North Hay Hollow-Bone 

12 Spring." 

13 Q. (BY EXAMINER EZEANYIM) Morrow gas pool. Okay. 

14 So i t ' s an o i l pool, because you're asking f o r 

15 allowables. You can't be asking f o r -- and t u r n around 

16 and ask f o r allowables. So, of course, even i f -- at 

17 t h a t p o i n t , they can f i l e as a gas pool. We can do 

18 t h a t -- and the record -- I mean, you know, t h i s may 

19 have been done a long time ago. What date i s t h i s ? 

20 A. October 1885. Yeah. I t ' s o l d . 

21 Q. You know, I'm seeing a l o t of i n f o r m a t i o n from 

22 '85. Even i f i t ' s a gas pool, we can convert i t t o an 

23 o i l pool because we are g e t t i n g o i l . I t h i n k i t ' s 

24 b e t t e r t o produce --

25 MR. BRUCE: I believe i t i s an o i l pool. 
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EXAMINER EZEANYIM: Yeah, i t i s . I t should 

2 be an o i l pool. 

3 Most of the questions here are t e c h n i c a l . 

4 They are not r e a l l y land issues. 

5 You d i d a l l the n o t i c e s . You d i d the land 

6 j ob. You are excused. 

7 

8 

THE WITNESS: Thank you. 

EXAMINER EZEANYIM: C a l l your next witness. 

9 MR. BRUCE: C a l l the geo l o g i s t , 

10 Mr. Examiner. 

11 EXAMINER EZEANYIM: Proceed. 

12 ROBERT B. RIESER, 

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

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

15 DIRECT EXAMINATION 

16 BY MR. BRUCE: 

17 Q. Would you s t a t e your f u l l name and c i t y of 

18 residence f o r the record? 

19 A. Robert Bernard Rieser. C i t y of residence i s 

20 Weatherford, Texas. 

21 Q. And who do you work f o r ? 

22 A. Legend Natural Gas. 

23 Q. And what i s your j o b w i t h them? 

24 A. I'm a senior g e o l o g i s t w i t h them. 

25 Q. Have you p r e v i o u s l y t e s t i f i e d before the : 
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1 D ivision? 

2 A. No. • 

3 Q. Would you please summarize your educational and 

4 employment background? 

5 A. I received my bachelor's of geology from Notre 

6 Dame U n i v e r s i t y and my master's from Ohio U n i v e r s i t y i n 

7 1976. Then a f t e r grad school, I worked f o r Amoco and 

8 worked f o r a number of companies, most r e c e n t l y w i t h 

9 Legend. But f o r the l a s t -- most of the l a s t 15 years, 

10 I've been working on s t r a t i g r a p h i c issues both i n Texas 

11 and Venezuela. 

12 Q. And does your area of r e s p o n s i b i l i t y at Legend 

13 include t h i s p o r t i o n of southeast New Mexico? 

14 A. Yes. 

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

16 regarding t h i s a p p l i c a t i o n ? 

17 A. Yes. 

18 MR. BRUCE: Mr. Examiner, I tender 

19 Mr. Rieser as an expert petroleum g e o l o g i s t . 

2 0 EXAMINER EZEANYIM: Mr. Rieser i s so ' 

21 q u a l i f i e d . 

22 Q. (BY MR. BRUCE) Mr. Rieser, you have only one 

23 e x h i b i t . I t ' s got several pages t o i t . 

24 MR. BRUCE: Mr. Examiner, i t ' s E x h i b i t 4. 

25 I d i d manage t o get one e x h i b i t out of order. 
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1 EXAMINER EZEANYIM: Okay. Good. 

2 MR. BRUCE: The engineer w i l l discuss the 

3 next one. 

4 EXAMINER EZEANYIM: Okay. Very good. 

5 Q. . (BY MR. BRUCE) Rather than l e t me i n t e r r u p t , 

6 Mr. Rieser, could you run through the pages of E x h i b i t 4 

7 and discuss the main r e s e r v o i r t h a t you have been 

8 d r i l l i n g i n t h i s area? 

9 A. Okay. E x h i b i t 4 consists of f i v e pages. The 

10 f i r s t one i s what I r e f e r t o as the cheat sheet, l i s t i n g 

11 the s t r a t i g r a p h i c names of the horizons I've been 

12 c o r r e l a t i n g t h a t we i n h e r i t e d i n the Fort Worth o f f i c e 

13 and then w i t h the Comment secti o n of what those names 

14 a c t u a l l y r e f e r t o . So th a t ' s h e l p f u l f o r anybody 

15 r e f e r r i n g t o the geology sections or maps, because the 

16 s t r a t i g r a p h i c names themselves are k i n d of mysterious. 

17 Page 2 i s an isochore of the 2nd Bone 

18 Spring i n t e r v a l -- the e n t i r e 2nd Bone Spring i n t e r v a l . 

19 Q. That 1s the zone th a t Legend has been t e s t i n g ? 

20 A. That's the zone we've been t e s t i n g i n t h i s : 

21 area, c o r r e c t . 

22 And page 3 i s the isochore map of the 

23 p a r t i c u l a r sand -- the 2nd Bone Spring t a r g e t sand, 

24 p a r t i c u l a r sand, w i t h i n the Bone Spring t h a t we've been 

25 focusing on. 
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1 Page 4 i s a s t r u c t u r e map of t h a t 

2 p a r t i c u l a r , 2nd Bone Spring t a r g e t sand. 

3 And page 5 i s a s t r u c t u r e map of the e n t i r e 

4 Bone Spring Sand i n t e r v a l . E s s e n t i a l l y , i t ' s the top of 

5 the 1st Bone Spring Sand. 

6 Q. Although t h i s i s n ' t a pooling case, i t ' s 

7 showing -- l e t ' s go t o page 

8 MR. BRUCE: F i r s t of a l l , Mr. Examiner, the 

9 t h i r d and f o u r t h pages, I got those and p r i n t e d them up 

10 i n c o l o r . I can e-mail those, so y o u ' l l have them i n 

11 c o l o r . 

12 EXAMINER EZEANYIM: That's f i n e . 

13 Q. (BY MR. BRUCE) Looking at the second page t o 

14 the e x h i b i t , the Legend acreage where you've d r i l l e d 

15 your w e l l s i n Section 7 t o date, again, those are 2nd 

16 Bone Spring? 

17 A. Those are 2nd Bone Spring, r i g h t . 

18 Q. And i s there any p a r t i c u l a r reason i n t h i s area 

19 you d r i l l them as stand-up u n i t s r a t h e r than lay-down? 

2 0 A. Not t o my knowledge. 

21 Q. Now, i f I r e c a l l , i t r e a l l y d i d n ' t matter 

22 because Legend was 10 0 percent i n t e r e s t owner i n those 

23 we11s anyway? 

24 A. Right. 

25 Q. I s the 2nd Bone Spring Sand the main sand being 
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1 d r i l l e d ? I s i t continuous across the n o r t h Hay Hollow 

2 pool? 

3 A. Yes. Based on the s t r a t i g r a p h i c work, i t i s 

4 continuous. 

5 Q. I n l o o k i n g a t the s t r u c t u r e , i s t h a t of any 

6 importance i n d r i l l i n g the well? 

7 A. Not r e a l l y . Not r e a l l y . I t helps us. I t 

8 picks the p o i n t f o r landing the w e l l , but as f a r as the 

9 a c t u a l production c a p a b i l i t i e s of the w e l l , i t hasn't 

10 played a major p a r t . 

11 Q. And the engineer w i l l discuss a l i t t l e b i t more 

12 about the d r i l l i n g of the wells i n t h i s area --

13 A. Correct. 

-- the produc t i o n c h a r a c t e r i s t i c s ? 

Correct. 

Was E x h i b i t 4 prepared by you? 

Yes. 

And i n your opinion, w i l l the g r a n t i n g of t h i s 

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

2 0 prevention of waste? 

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

22 MR. BRUCE: Mr. Examiner, I ' d move the 

23 admission of E x h i b i t 4. 

24 EXAMINER EZEANYIM: E x h i b i t 4 w i l l be 

25 admitted. 

14 Q 

15 A 

16 Q 

17 A 

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

2 admitted i n t o evidence.) 

3 MR. BRUCE: I have no f u r t h e r questions of 

4 the witness. 

5 EXAMINER EZEANYIM: Thank you, Counselor. 

6 CROSS-EXAMINATION 

7 BY EXAMINER EZEANYIM: 

8 Q. You're a g e o l o g i s t , r i g h t , Mr. Rieser? 

9 A. Correct. 

10 Q. I t h i n k you can handle some questions r e l a t i n g 

11 t o geology, then. 

12 What i s the cut r a t e p o r o s i t y i n t h i s area? 

13 A. I n t h i s area, f o r the 2nd Bone Spring, based on 

14 the recent p e t r o p h y s i c a l study based on the area, we're 

15 l o o k i n g at less than 10 percent. 

16 Q. Less than 10 percent. 

17 ' And what are you g e t t i n g ? 

18 A. I t ' s more l i k e between 2 to 6 percent average 

19 p o r o s i t y . 

20 Q. I t ' s r e a l l y t i g h t . 

21 A. I t ' s t i g h t . 

22 Q. That w i l l p l a y i n t o what we ' re doing here. 

2 3 Okay. Good. 

24 What i s the type - - w e e s t ab l i shed i t ' s an 

25 o i l p o o l . Can you t e l l me the type of w e l l , what t ha t 
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1 i s , or the engineer w i l l t e l l me? 

2 A. The engineer w i l l discuss t h a t . 

3 Q. Okay. Very good. I w i l l ask him t h a t 

4 question, then. 

5 Most of these w i l l be engineering questions 

6 t o answer, so you may be excused. Thank you. 

7 A. Thank you. 

8 JASON VINING, 

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

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

11 DIRECT EXAMINATION 

12 BY MR. BRUCE: 

13 Q. Would you please s t a t e your f u l l name and c i t y 

14 of residence? 

15 A. Jason Vining , Dallas, Texas. 

16 Q. And who do you work for? 

17 A. I work f o r Legend Natural Gas. 

18 Q. What i s your job there? 

19 A. Operations and completions engineer. 

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

21 D i v i s i o n as an engineer? 

22 A. I have not. 

23 Q. Would you please summarize your educa t iona l 

24 employment background f o r the Examiner? 

25 A. Sure. I got a bache lo r ' s o f science i n 
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1 petroleum engineering from Louisiana State U n i v e r s i t y i n 

2 2009. I worked f o r about four years f o r Merit Energy 

3 Company out of Dallas and s t a r t e d working f o r Legend 

4 Natural Gas i n A p r i l of l a s t year. 

5 Q. Does your area of r e s p o n s i b i l i t y at Legend 

6 include t h i s p o r t i o n of southeast New Mexico? 

7 A. I t does. 

8 Q. And are you f a m i l i a r w i t h the engineering 

9 matters r e l a t e d t o t h i s a p p l i c a t i o n , and are you 

10 f a m i l i a r w i t h the we l l s t h a t Legend has d r i l l e d i n t h i s 

11 area? 

12 A. Yes. 

13 MR. BRUCE: Mr. Examiner, I tender 

14 Mr. V i n i n g as an expert petroleum engineer. 

15 EXAMINER EZEANYIM: Mr. Vining i s so 

16 q u a l i f i e d . 

17 But may I ask you a question? 

18 THE WITNESS: Yes, s i r . 

19 EXAMINER EZEANYIM: Since you are a recent 

2 0 graduate, are you a s p i r i n g t o get the p r o f e s s i o n a l 

21 engineer r e g i s t r a t i o n ? 

22 THE WITNESS: That's the plan, yeah, 

23 e v e n t u a l l y . 

24 EXAMINER EZEANYIM: I encourage you to do 

25 t h a t because i t ' s your p rofession. 
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1 THE WITNESS: Sure. 

2 EXAMINER EZEANYIM: Okay. Go ahead. 

3 Q. {BY MR. BRUCE) Mr. Vining , f i r s t of a l l , why 

4 don't you i d e n t i f y E x h i b i t 3 and discuss i t s contents? 

5 A. So E x h i b i t 3 i s a map, once again, showing the 

6 o u t l i n e of the pool, as w e l l as showing the three wells 

7 t h a t Legend has d r i l l e d i n Section 7 of 25 South, 28 

8 East. The State GQ 3H, 4H and 5H. 

9 And i f you use t h i s map i n conjunction w i t h 

10 a t a b l e t h a t we're going t o show i n a l i t t l e b i t , the 

11 red dots are going t o be Concho w e l l s , Concho 

12 h o r i z o n t a l s . The yellow dots are going t o be Yates, and 

13 I be l i e v e t h a t blue dot, t h a t blue w e l l , i s Mewbourne. 

14 Q. And what i s E x h i b i t 5? 

15 A. E x h i b i t 5 i s k i n d of b a s i c a l l y showing the same 

16 t h i n g . I t ' s j u s t from two d i f f e r e n t sources, so j u s t t o 

17 confirm t h a t those are the we l l s and t h e i r associated 

18 APIs, the w e l l s w i t h i n t h a t pool. 

19 Q. And these also i d e n t i f y the w e l l s by operator, 

20 c o r r e c t , or at l e a s t by the API numbers? 

21 A. Just API numbers, yes, s i r . 

22 Q. Let's move on t o the t a b l e of data marked 

23 E x h i b i t Number 6. Could you go through t h a t f o r the 
24 Examiner? 

25 A. Sure. This i s showing a l l of the we l l s t h a t 
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1 were on E x h i b i t 3, along w i t h the associated operators' 

2 API numbers, the l o c a t i o n s , whether these wells are 

3 verbal or h o r i z o n t a l , the date of completion and the 

4 cumulative o i l , gas and water production since those 

5 wells have been o n l i n e . 

6 Q. Looking at the production data, obviously the 

7 only way t o develop i s by h o r i z o n t a l wells? 

8 A. That's t r u e . And I'm sorry, I fo r g o t t o 

9 c l a r i f y . These are only Bone Spring w e l l s , and the only 

10 w e l l s t h a t are h i g h l i g h t e d on these maps are Bone Spring 

11 h o r i z o n t a l s . 

12 Q. And, again, you can r e f e r back t o E x h i b i t s 3 

13 and 5 t o determine t h e i r l o c a t i o n s . 

14 I n answering Mr. Ezeanyim's question, what 

15 type of r e s e r v o i r i s t h i s ? 

16 A. A s o l u t i o n gas d r i v e r e s e r v o i r . 

17 EXAMINER EZEANYIM: What? 

18 A. I t ' s a s o l u t i o n gas d r i v e r e s e r v o i r . 

19 EXAMINER EZEANYIM: Very good. 

20 A. Yes, s i r , the v o l a t i l e o i l , which we confirm 

21 w i t h PVT a n a l y s i s . We don't have t h a t analysis here, 

2 2 but t h a t ' s what we found through t h a t . 

2 3 EXAMINER EZEANYIM: Okay. 

24 Q. (BY MR. BRUCE) Looks l i k e the r e s e r v o i r does 

25 produce a f a i r amount of gas? 
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1 A. I t does, as s o l u t i o n gas d r i v e r e s e r v o i r s 

2 u s u a l l y do. 

3 Q. Let's discuss production, and I would ask you 

4 t o r e f e r t o your E x h i b i t 7. What does t h i s r e f l e c t ? 

5 A. E x h i b i t 7 r e f l e c t s two w e l l s . One t h a t we 

6 operate, the State GQ 3H, which was the f i r s t w e l l 

7 d r i l l e d w i t h i n t h i s pool t h a t Legend operated. The 

8 other i s the Really Scary 5H, which i s j u s t showing the 

9 d a i l y production -- d a i l y o i l production from each of 

10 those w e l l s . And then the orange l i n e between those two 

11 w e l l s i s j u s t showing an average. So these are the only 

12 two we l l s t h a t we had more than three months of d a i l y 

13 production data on, which the Really Scary 5, we don't 

14 even have q u i t e t h a t much. So I j u s t wanted t o b r i n g 

15 t h i s t o r e f l e c t what k i n d of o i l production we're seeing 

16 from these Bone Spring h o r i z o n t a l w e l l s . 

17 Q. And i t i n i t i a l l y came on at about 1,000 b a r r e l s 

18 a day? 

19 A. That's c o r r e c t . Close t o i t , yes, s i r . 

20 Q. Let me ask you one t h i n g : When these w e l l s 

21 came on, i s t h a t when -- d i d Legend p r e t t y much 

22 immediately begin l o o k i n g at changing the pool r u l e s i n 

23 the North Hay Hollow-Bone Spring pool? 

24 A. We d i d , yes, s i r . 

25 Q. I n l o o k i n g back on your E x h i b i t 3, i n the h a l f 
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1 s e c t i o n , have those three w e l l s been d r i l l e d , 3, 4 and 

2 5? 

3 A. They have, yes, s i r . The 3 was d r i l l e d and 

4 brought o n l i n e i n , I b e l i e v e , March of 2013, and the 

5 other two we l l s were subsequently d r i l l e d about s i x 

6 months a f t e r t h a t . I b e l i e v e they were brought o n l i n e 

7 i n September. 

8 Q. And although i t ' s outside t h i s pool, does 

9 Legend have other areas where i t i s planning on 

10 d r i l l i n g , i n essence, any i n f i l l Bone Spring w e l l s , 

11 e x i s t i n g units? 

12 A. Yes, s i r . 

13 Q. And i s t h a t one of the reasons why -- I mean 

14 d r i l l i n g the i n f i l l w e l l s -- you are seeking the 

15 increased allowable? 

16 A. Yes, s i r , along w i t h other formations here t h a t 

17 are going t o be w i t h i n the pool. The 2nd Bone Spring i s 

18 what these are t a r g e t i n g , but there are other p o t e n t i a l 

19 t a r g e t s t h a t other operators are going a f t e r , the 1st 

2 0 Bone Spring, the 3rd Bone Spring, which w i l l be w i t h i n 

21 t h i s pool. 

22 Q. Just i n the pool? 

2 3 A. Yeah. 

24 Q. And by the placement on E x h i b i t 3, you can see 

25 t h a t r e a l l y you placed the w e l l s so t h a t there was about 
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1 equal distance between the three wells? 

2 A. That's c o r r e c t , about 950 fee t between each 

3 w e l l . 

4 Q. I s t h a t t o minimize drainage i n t e r f e r e n c e 

5 between the wells? 

6 A. That's c o r r e c t . Yes, s i r . 

7 EXAMINER EZEANYIM: Let's go back t o t h a t 

8 d r i l l i n g p o i n t there. I don't l i k e i n t e r f e r e n c e . So 

9 which e x h i b i t are you t a l k i n g about now? 

10 MR. BRUCE: Mr. Examiner, i f you look at 

11 E x h i b i t 3, j u s t at the top end --

12 EXAMINER EZEANYIM: I have E x h i b i t 3 here. 

13 Okay. 

14 MR. BRUCE: You can see --

15 EXAMINER EZEANYIM: Three l a t e r a l s , r i g h t ? 

16 THE WITNESS: Yes, s i r . 

17 EXAMINER EZEANYIM: What i s the distance 

18 between them. 

19 THE WITNESS: About 950 f e e t , 

20 approximately. 

21 EXAMINER EZEANYIM: I s ownership i n t h a t 

22 s e c t i o n i d e n t i c a l 100 percent t o Legend. 

23 THE WITNESS: Yes, s i r . 

24 EXAMINER EZEANYIM: Okay. I n t e r e s t i n g . 

25 THE WITNESS: I n t h a t h a l f section. 
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1 EXAMINER EZEANYIM: What d i d you say? 

2 THE WITNESS: I n t h a t h a l f section. 

3 EXAMINER EZEANYIM: I n t h a t h a l f section. 

4 Okay. Very good. 

5 THE WITNESS: Yes, s i r . 

6 EXAMINER EZEANYIM: Very good. 

7 Q. {BY MR. BRUCE) You have two e x h i b i t s l e f t . I'm 

8 not sure which one you would l i k e t o go t o f i r s t . 

9 A. This i s j u s t f o r a d d i t i o n a l data. This i s a 

10 DFIT, which i s a di a g n o s t i c f r a c t u r e i n j e c t i o n t e s t . 

11 EXAMINER EZEANYIM: Which e x h i b i t ? 

12 MR. BRUCE: E x h i b i t 8. 

13 A. Oh, I'm so r r y . E x h i b i t 8. 

14 Really the only t h i n g I would l i k e t o 

15 reference from t h i s i s t h a t through t h i s DFIT analysis, 

16 which was done on another w e l l about a mile north of 

17 these w e l l s t h a t we're discussing, we found t h a t the 

18 r e s e r v o i r pressure, based on t h i s t e s t , i s 4,150 p s i . 

19 And through PVT an a l y s i s , we found t h a t the bubble p o i n t 

20 pressure i s about 4,011. And t h a t ' s not a precise 

21 number, but t h a t ' s what the r e s u l t s of the PVT analysis 

22 said, so t h a t would suggest t h a t t h i s r e s e r v o i r i s 

23 undersaturated. There i s no formation-free gas present 

24 i n the r e s e r v o i r c u r r e n t l y . And i f you have any 

25 questions about this, I'd be more than happy to answer 
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1 them. 

2 EXAMINER EZEANYIM: Yeah. Okay. 

3 Q. {BY MR. BRUCE) And f i n a l l y E x h i b i t 9. What 

4 does t h a t r e f l e c t ? 

5 A. So E x h i b i t 9 i s showing the three w e l l s , so the 

6 three l a t e r a l s t h a t we d r i l l e d i n t h a t h a l f section, 

7 j u s t t h e i r g a s - o i l r a t i o s . The main t h i n g we wanted t o 

8 i l l u s t r a t e here i s t h a t the g a s - o i l r a t i o s are 

9 increas i n g a t a reasonable r a t e f o r a s o l u t i o n gas d r i v e 

10 r e s e r v o i r . You know, you are going t o see an increase 

11 i n g a s - o i l r a t i o s , but the r a t e a t which we're seeing 

12 t h i s i s not alarming or concerning. 

13 Q. And does t h a t i n d i c a t e t o you th a t by 

14 incre a s i n g the allowable, there w i l l be no r e s e r v o i r 

15 damage? 

16 A. That's c o r r e c t . Yes, s i r , and no issues w i t h 

17 conservation or recoveries. 

18 Q. And, t h e r e f o r e , i n c r e a s i n g the allowable t o 375 

19 b a r r e l s a day would not cause any waste? 

20 A. That's c o r r e c t . Yes, s i r . 

21 Q. Were E x h i b i t s 3 and 5 through 9 e i t h e r prepared 

22 by you or compiled from company records? 

23 A. Yes, s i r , they were. 

24 Q. I n your o p i n i o n , i s the g r a n t i n g of t h i s 

25 a p p l i c a t i o n i n the i n t e r e s t o f conse rva t ion and the 
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1 prevention of waste? 

2 A. Yes, s i r . 

3 MR. BRUCE: Mr. Examiner, I ' d move the 

4 admission of E x h i b i t s 3 and 5 through 9. 

5 EXAMINER EZEANYIM: E x h i b i t s 3 and 5 

6 through 9 w i l l be admitted. 

7 (Legend E x h i b i t Numbers 3 and 5 through 9 

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

9 MR. BRUCE: I have no f u r t h e r questions of 

10 t h i s witness. 

11 EXAMINER EZEANYIM: Thank you very much. 

12 CROSS-EXAMINATION 

13 BY EXAMINER EZEANYIM: 

14 Q. We have e s t a b l i s h e d t h a t t h i s i s a r e s e r v o i r 

15 s o l u t i o n gas d r i v e , r i g h t ? 

16 A. Yes. 

17 Q. Okay. Now, do we have any i n i t i a l gas cap or 

18 i n i t i a l undersaturation? 

19 A. Since i t ' s undersaturated, we do not. 

20 Q. So we don't have any g r a v i t y segregation here? 

21 A. No, s i r . 

22 Q. Okay. Good. So i t ' s p u r e l y the energy i s 

23 p u r e l y from t h a t s o l u t i o n gas d r i v e making gas, r i g h t ? 

24 A. Yes, s i r . 

25 Q. Okay. That e s t ab l i shes one p o i n t . I need t o 
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1 give you a mechanism of how you're going t o put t h i s 

2 w e l l i n . 

3 You've given me two important data t h a t I 

4 r e a l l y r e q u i r e , you know. 

5 And then the bubble p o i n t -- I'm glad you 

6 d i d t h a t , gave me the bubble p o i n t . I f I don't know the 

7 bubble p o i n t -- because t h a t way I can determine how you 

8 are going t o produce t h i s w e l l so t h a t i t can produce 

9 mostly l i q u i d . Because i f you draw down t h i s -- before 

10 you know i t , i t ' s bubble p o i n t . Of course, you can have 

11 a w e l l w i t h , you know - - i t ' s not bubble p o i n t . You can 

12 have t h a t s t r a i g h t l i n e , but t h a t ' s what you get w i t h a 

13 production mechanism, where you want t o produce more 

14 l i q u i d than gas. I f you look at the spreadsheet, you'11 

15 see they are producing a l o t of gas --

16 A. Uh-huh. 

17 Q. -- because of the s o l u t i o n gas d r i v e . 

18 And then i t doesn't r e a l l y - - i t depends on 

19 the ra t e of withdrawal. Like, you are asking f o r 375. 

20 I t doesn't matter. As long as i t doesn't have an 

21 i n i t i a l gas cap. You t o l d me i t doesn't have any 

22 i n i t i a l gas caps, which i s demonstrated by your --

23 A. Yes, s i r . Yes, s i r . 

24 Q. Okay. Now, i t appears t o me t h i s i s already 

25 t i g h t . Do you have any idea about the a b i l i t y -- I know 
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i t can be measured, but do you have any idea since 

2 walking t h a t area? 

3 A. Yeah. They estimated t h a t w i t h t h e i r DFIT. 

4 Q. And what d i d they get? 

5 A. They estimated a p e r m e a b i l i t y of .003 

6 m i l l i d a r c i e s . 

7 Q. So you haven't -- the m o b i l i t y r a t i o ? 

8 A. Yeah. 

9 Q. I n other words, you c a l c u l a t e a m o b i l i t y r a t i o . 

10 I t ' s t i g h t . 

11 A. Yeah. I don't have t h a t , but, yeah. 

12 Q. I f you have -- of course, i t 1 s a m o b i l i t y 

13 r a t i o 

14 A. Yes, s i r . 

15 Q. -- and you can see how t h a t o i l moves, because 

16 i t ' s the dynamics of the o i l . We are lo o k i n g at how i t 

17 moves. I f you don't have t h a t r a t i o , then i t ' s c r i t i c a l 

18 then. 

19 Do you have an idea about i t ? You should, 

20 because you have PVT data. 

21 A. Yes, s i r . I t ' s about 150 degrees. 

22 Q. 150? 

23 A. Yes, s i r . I t ' s p r e t t y --

24 Q- Do you c a l c u l a t e o r i g i n a l o i l i n place? 

25 A. We have not. Our r e s e r v o i r group may have some 

^ 7 ^ = ^ i • • , • 
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1 more data on t h a t , but as operations completions, I 

2 don't have t h a t i n f o r m a t i o n . 

3 Q. See, I want t o -- th a t i s important infor m a t i o n 

4 t h a t I needed. I needed t o see how much o i l we have i n 

5 place. 

6 A. Uh-huh. 

7 Q. And i f you have c a l c u l a t e d the estimated 

8 u l t i m a t e recovery, and i n each of those c a l c u l a t i o n s by 

9 what method you used t o c a l c u l a t e them, because t h a t 

10 would be a march towards your request. I f you do 

11 o r i g i n a l o i l i n place and c a l c u l a t e estimated o i l 

12 recovery and then you are asking f o r 3 75, then I have to 

13 do my own c a l c u l a t i o n t o see whether you deserve t h a t 

14 375. Of course, don't get me wrong. This i s a s o l u t i o n 

15 gas d r i v e . We need t o be c a r e f u l . 

16 A. Uh-huh. 

17 Q. And then I t h i n k I got the depth. The depth 

18 r i g h t now, you said, i s 7,800, r i g h t ? 

19 A. Yes, s i r . 

20 Q. And then I understand from your testimony t h a t 

21 why you are asking f o r t h i s increase i s t h a t you are 

22 going t o be d r i l l i n g i n f i l l s . So l e t ' s say you create a 

23 p r o j e c t area and you d r i l l one w e l l . I s t h a t p r o j e c t 

24 area i s going t o d r i l l another w e l l , and, th e r e f o r e , you 

25 are a f r a i d i t might exceed the current allowable --; 
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1 c u r r e n t d a i l y allowable, r i g h t ? 

2 A. Yes, s i r , as w e l l as there being m u l t i p l e 

3 t a r g e t s w i t h i n t h i s pool, so i n f i l l s , yes. And some of 

4 those i n f i l l s may be t a r g e t i n g d i f f e r e n t formations, but 

5 the allowable would be set f o r the pool, which would 

6 include the m u l t i p l e horizons t h a t we'd be t a r g e t i n g . 

7 So --

8 Q. Okay. Apart from the horizons, i f you are not 

9 d r i l l i n g any i n f i l l s , would you s t i l l be requesting t h a t 

10 375? 

11 A. Based on the produc t i o n t h a t we've seen i n the 

12 e a r l y stages - -

13 Q. Yeah. I'm l o o k i n g at the production. I t i s 

14 about 1,000. The IP i s about 1,000, r i g h t ? 

15 A. Yes, s i r . 

16 Q. So unless you d r i l l an i n f i l l , t h a t ' s when you 

17 can go i n there. Don't get me wrong. I f we can e x t r a c t 

18 t h a t hydrocarbon back, we can be out there; we can do 

19 i t . There i s nothing w r i t t e n on the allowables as long 

20 as they are not i m p a i r i n g c o r r e l a t i v e r i g h t s and as long 

21 as you're not drawing down t h a t system so t h a t i t 

22 produce gas. I don't want t o say gas at 350 [ s i c ] . I 

23 want t o say we're l o o k i n g a t $100 a b a r r e l . So I know 

24 you are -- are you a r e s e r v o i r engineer? 
25 A. Operations. 
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1 Q. Well, operations. What i s your s p e c i a l i t y ? 

2 Production? 

3 A. Production, operations, but I handle the 

4 completions as w e l l . 

5 I f I could j u s t speak b r i e f l y on the 

6 ope r a t i o n side. 

7 Q. Yeah, go ahead. 

8 A. I f we want t o reduce -- i f we leave the 

9 allowables where they are and we have t o reduce the 

10 r a t e s , these w e l l s load up and r e q u i r e a r t i f i c i a l l i f t 

11 w i t h i n a week --

12 Q. I understand. Yeah. Uh-huh. 

13 A. and, a c t u a l l y , we've f a l l e n back. And our 

14 a r t i f i c i a l l i f t on these three w e l l s i s gas l i f t . So i f 

15 we're g a s - l i f t i n g and we're also choking back, then i t ' s 

16 going t o r e s u l t i n i n t e r m i t t e n t f l ow of the w e l l , which, 

17 i f you have i n t e r m i t t e n t flow of those down periods, 

18 where the w e l l i s not f l o w i n g anything, the gas l i f t 

19 compressor i s going t o go down. And so at t h a t p o i n t , 

20 i t ' s j u s t not a very e f f i c i e n t gas l i f t operation. 

21 And I'm sure you know, i n a f r a c t u r e 

22 r e s e r v o i r , when you have a w e l l t h a t ' s up and down, up 

23 and down, i t ' s going t o leave you open t o causing sand 
24 bridges w i t h i n the l a t e r a l , which we may have t o go i n 

25 at some p o i n t , you know, and clean t h a t sand out. 
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1 So j use from an operations standpoint - - I 

2 know t h a t you're asking a l o t of r e s e r v o i r questions, 

3 but from an operations standpoint, I t h i n k i t would be 

4 d e t r i m e n t a l t o the w e l l based on how we're having t o 

5 produce these w e l l s . 

6 Q. What i s your name again? 

7 A. Jason. 

8 Q. Jason, could you, w i t h your counsel's 

9 assistance, t r y t o do -- i t ' s a simple c a l c u l a t i o n , you 

10 know. 

11 A. And send t h a t t o you? Sure. 

12 Q. Because when you do t h a t you do i t on an 

13 everyday basis, you know -- you can also do the EUR, 

14 j u s t f o r my i n f o r m a t i o n on t h i s p o o l. 

15 A. Sure. 

16 • Q. Because any pool t h a t comes here, I want to 

17 study i t and see how i t s behaving, so we know how to 

18 produce i t e f f i c i e n t l y . Of course, you see, you are 

19 very close t o bubble p o i n t . I f you don't -- i f you 

2 0 don't do what you're supposed t o do, you want t o break 

21 even f a r t h e r , then you produce gas. I want to produce 

22 l i q u i d . 

23 And then my only c o n s o l a t i o n [ s i c ] here i s 

24 t h a t i t ' s going t o maybe produce some segregation, which 

25 would be -- which i s , you know, t o your advantage. : I 
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1 don't know whether you could do i t , but i f i t ' s purely a 

2 s o l u t i o n gas d r i v e , the r a t e of withdrawal does not 

3 a f f e c t u l t i m a t e recovery. But I want you t o ca l c u l a t e 

4 t h a t , and l e t me look at i t . 

5 A. Sure. 

6 Q. So I w i l l count on you t o get t h a t c a l c u l a t i o n . 

7 You can e-mail i t t o me, j u s t the o i l IP and the EUR on 

8 t h i s p a r t i c u l a r p r o j e c t area. 

9 A. Sure. 

10 Q. See what type of drainage. And, of course, 

11 when you do t h a t , I want t o see the method you use i n 

12 both c a l c u l a t i o n s . "To be provided." 

13 No f u r t h e r questions. Thank you. 

14 At t h i s p o i n t , i t ' s about ten minutes t o 

15 12:00. We are going t o take lunch f o r those who want t o 

16 eat, and then we'11 come back around 1:00. We have one 

17 more case t o go. That's a contested case. 

18 I s 1:00 good f o r everybody? 

19 See you at 1:00. 

20 (Case Number 15076 c o n c l u d e s , 11:56 a .m.) 

21 
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