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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING CALLED BY 
THE OIL CONSERVATION DIVISION FOR THE 
PURPOSE OF CONSIDERING: 

APPLICATION OF SAGA PETROLEUM, L.L.C., 
FOR STATUTORY UNITIZATION, LEA COUNTY, 
NEW MEXICO 

APPLICATION OF SAGA PETROLEUM, L.L.C., 
FOR APPROVAL OF A WATERFLOOD PROJECT 
FOR ITS CROSSROADS SILURO-DEVONIAN UNIT 
AREA AND QUALIFICATION OF SAID PROJECT 
FOR THE RECOVERED OIL TAX RATE PURSUANT 
TO THE ENHANCED OIL RECOVERY ACT, 
LEA COUNTY, NEW MEXICO 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: DAVID R. CATANACH, Hearing Examiner 

September 7th, 2 000 

Santa Fe, New Mexico 

This matter came on f o r hearing before the New 
Mexico O i l Conservation D i v i s i o n , DAVID R. CATANACH, 
Hearing Examiner on Thursday, September 7th, 2 000, a t the 
New Mexico Energy, Minerals and Natural Resources 
Department, Porter H a l l , 2 04 0 South Pacheco, Santa Fe, New 
Mexico, Steven T. Brenner, C e r t i f i e d Court Reporter No. 7 
f o r t h e State of New Mexico. 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

1:40 p.m.: 

EXAMINER CATANACH: C a l l the hearing back t o 

order, and a t t h i s time I ' l l c a l l Case 12,417, the 

A p p l i c a t i o n of Saga Petroleum, L.L.C, f o r s t a t u t o r y 

u n i t i z a t i o n , Lea County, New Mexico. 

C a l l f o r appearances i n t h i s case. 

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

W i l l i a m F. Carr w i t h the Santa Fe law f i r m Campbell, Carr, 

Berge and Sheridan. We represent Saga Petroleum, L.L.C, 

i n t h i s matter. 

I would request a t t h i s time t h a t you also c a l l 

Case 12,418. I t ' s the A p p l i c a t i o n of Saga Petroleum f o r 

approval of a wa t e r f l o o d p r o j e c t . A w a t e r f l o o d p r o j e c t 

area i s the u n i t area which i s the preceding case. I would 

request t h a t case be c a l l e d and they be conso l i d a t e d f o r 

the purpose of testimony. 

EXAMINER CATANACH: At t h i s time I ' l l c a l l Case 

12,418, which i s the A p p l i c a t i o n of Saga Petroleum, L.L.C, 

f o r approval of a wa t e r f l o o d p r o j e c t f o r i t s Crossroads 

Siluro-Devonian U n i t Area and q u a l i f i c a t i o n of sa i d p r o j e c t 

f o r t he recovered o i l t a x r a t e pursuant t o the Enhanced O i l 

Recovery Act, Lea County, New Mexico. 

MR. CARR: Mr. Examiner, a t t h i s time we would 
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request t h a t the p o r t i o n of Case 12,418 which r e l a t e s t o 

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

be dismissed. 

EXAMINER CATANACH: Okay. Mr. Carr? 

MR. CARR: Mr. Examiner, Saga i s before you today 

seeking s t a t u t o r y u n i t i z a t i o n of the Crossroads-Siluro-

Devonian U n i t area. The area was u n i t i z e d approximately a 

year and a h a l f ago as a v o l u n t a r y u n i t . 

As you may be aware, a t the time the v o l u n t a r y 

u n i t was implemented t o e f f e c t c e r t a i n savings t h a t w i l l 

come w i t h u n i t i z a t i o n , we encountered o p p o s i t i o n from a 

r o y a l t y i n t e r e s t owner, Floos, I n c . , Mohammed Merchant. 

The order t h a t r e s u l t e d a t t h a t time provided t h a t only the 

working i n t e r e s t s would be u n i t i z e d . 

We're coming here today seeking s t a t u t o r y 

u n i t i z a t i o n t o combine a l l i n t e r e s t s i n the u n i t area f o r 

the implementation of wa t e r f l o o d operations. 

As you are also aware, there have been several 

communications from Floos, I n c . , again expressing concern 

about the p r o j e c t . And I can t e l l you today t h a t we have 

reached an agreement w i t h Mr. Merchant, and we w i l l be 

o f f e r i n g a l e t t e r as p a r t of our case whereby he withdraws 

h i s o b j e c t i o n . 

We have t a l k e d w i t h other r o y a l t y i n t e r e s t owners 

i n the area, and we bel i e v e a t t h i s time the e f f o r t t o 
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u n i t i z e i s unopposed. 

When you look a t t h i s case y o u ' l l see t h a t i n the 

u n i t area t h e r e have been, and f o r some time, t h r e e w e l l s 

t h a t have been used f o r disposal t o — are now a c t i v e 

d i s p o s a l w e l l s . And as a r e s u l t of the d i s p o s a l of water 

i n t he Devonian formation, there has been c e r t a i n water and 

pressure support i n the u n i t area f o r some time. 

We'll present you today our study, a study which 

has been conducted i n the l a s t year, which shows t h a t the 

r e s e r v o i r i s a c t u a l l y broken i n t o three compartments or 

regimes w i t h i n the u n i t area, and each of these 

compartments w i l l b e n e f i t s u b s t a n t i a l l y from w a t e r f l o o d 

operations. 

We'll show you how we in t e n d t o change the way we 

are i n j e c t i n g i n the e x i s t i n g w e l l s , r e d i r e c t i n g water i n t o 

the p a r t i c u l a r new pay zones, and we w i l l a lso present a 

C-108 i n which we seek a u t h o r i t y t o add one a d d i t i o n a l 

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

When we make these changes, we b e l i e v e we can 

show you t h a t we w i l l s u b s t a n t i a l l y increase the recovery 

from the u n i t area. 

I have three witnesses who need t o be sworn. 

EXAMINER CATANACH: W i l l the witnesses please 

stand t o be sworn in? 

(Thereupon, the witnesses were sworn.) 
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LORIN J. RULLA. 

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

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

DIRECT EXAMINATION 

BY MR. CARR: 

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

A. My name i s L o r i n John R u l l a . 

Q. Where do you reside? 

A. Midland, Texas. 

Q. By whom are you employed? 

A. Saga Petroleum. 

Q. And what i s your p o s i t i o n w i t h Saga Petroleum? 

A. I'm a petroleum g e o l o g i s t . 

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

Conservation D i v i s i o n ? 

A. Yes, I have. 

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

c r e d e n t i a l s as an expert i n petroleum geology accepted and 

made a matter of record? 

A. Yes, they were. 

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

each of these cases? 

A. Yes, I am. 

Q. Mr. R u l l a , are you f a m i l i a r w i t h the s t a t u s of 

the lands i n v o l v e d i n the Crossroads-Siluro-Devonian U n i t 

STEVEN T. BRENNER, CCR 
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Area? 

A. Yes, I am. 

Q. And are you f a m i l i a r w i t h the e f f o r t s of Saga t o 

reach v o l u n t a r y agreement w i t h other i n t e r e s t owners i n the 

u n i t area f o r the development of these lands? 

A. Yes, s i r . 

Q. Are you f a m i l i a r w i t h the proposed u n i t 

agreement, the proposed operating agreement, and the s t a t u s 

of r a t i f i c a t i o n s of the proposed u n i t plan? 

A. Yes, s i r . 

Q. I n a d d i t i o n t o t h a t , have you made a g e o l o g i c a l 

study of the u n i t area? 

A. Yes, I have. 

Q. And are you prepared t o share the r e s u l t s of your 

work w i t h Mr. Catanach? 

A. Yes, s i r . 

MR. CARR: We tender Mr. R u l l a as an expert 

witness i n petroleum geology. 

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

Q. (By Mr. Carr) I n i t i a l l y , would you s t a t e what i t 

i s Saga seeks i n these cases? 

A. S t a t u t o r y u n i t i z a t i o n of the Crossroads-Siluro-

Devonian U n i t Area comprised of 800 acres, more or le s s , of 

fee lands, approval of a wa t e r f l o o d p r o j e c t f o r the u n i t . 

Q. And what i s the c u r r e n t s t a t u s of the acreage i n 
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the u n i t area? 

A. The u n i t c o n s i s t s of th r e e t r a c t s . 

Q. Are they a l l fee lands? 

A. Yes. 

Q. And t h i s acreage was v o l u n t a r i l y u n i t i z e d ? 

A. Yes, i t was u n i t i z e d by Order Number 12,13 3, 

entered J u l y 6th, 1999, approved v o l u n t a r y u n i t i z a t i o n of 

t h i s acreage. 

Q. At t h a t time, only the working i n t e r e s t was 

u n i t i z e d ; i s t h a t correct? 

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

Q. And how has r o y a l t y been paid? 

A. I t ' s been paid on a lease basis. 

Q. Why does Saga now seek t o s t a t u t o r i l y u n i t i z e the 

area? 

A. Because the w e l l s i n the area produce huge 

q u a n t i t i e s of water, and we c u r r e n t l y have two a c t i v e 

d i s p o s a l w e l l s i n the area and another c u r r e n t l y 

t e m p o r a r i l y abandoned, which we i n t e n d t o r e t u r n as an 

i n j e c t o r . 

Q. Are you also seeking a u t h o r i t y t o add one 

a d d i t i o n a l i n j e c t i o n w e l l as p a r t of the w a t e r f l o o d or 

pressure maintenance e f f o r t i n the Devonian formation? 

A. Yes, s i r . 

Q. Could you r e f e r t o what has been marked f o r 
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i d e n t i f i c a t i o n as Saga E x h i b i t Number 1, i d e n t i f y i t and 

review i t f o r Mr. Catanach? 

A. This i s a map of the u n i t t r a c t s . I t shows the 

Texaco t r a c t i n the south h a l f — or the east h a l f of 

Section 34, as being Number 1. The Santa Fe t r a c t i s 

Number 2, i n the northwest quarter of Section 27, and the 

U.D. Sawyer t r a c t i n the east h a l f of Section 2 7 as being 

T r a c t 3. 

Q. I t also shows the w e l l s i n the u n i t area, does i t 

not? 

A. Yes, i t does. 

Q. And t h e r e i s a code which explains the w e l l 

symbols i n the lower l e f t - h a n d p o r t i o n of the e x h i b i t ? 

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

Q. What i s E x h i b i t Number 2? 

A. I t ' s a u n i t agreement. 

Q. E x h i b i t Number 2. I s E x h i b i t Number 2 the 

ownership schedules? 

A. Yes. 

Q. And these are the same as E x h i b i t B t o the u n i t 

agreement; i s t h a t correct? 

A. Yes. 

Q. Do these show the ownership broken down by each 

of the t h r e e t r a c t s i n the u n i t area? 

A. Yes, i t does. 
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Q. And i t shows the working i n t e r e s t s , r o y a l t y 

i n t e r e s t s and o v e r r i d i n g r o y a l t y i n t e r e s t s by t r a c t ; i s 

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

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

Q. A l l r i g h t . Now, l e t ' s go t o E x h i b i t Number 3. 

That's the u n i t agreement, corre c t ? 

A. Correct. 

Q. B a s i c a l l y , could you j u s t describe E x h i b i t 3 f o r 

us? 

A. I t ' s a t y p i c a l form based on the s t a t e w a t e r f l o o d 

form. I t shows the character of the lands, provides f o r 

w a t e r f l o o d i n g and sets out the basis f o r p a r t i c i p a t i o n of 

each of the p a r t i e s . 

Q. And what i s the t r a c t p a r t i c i p a t i o n formula as 

set f o r t h i n t h i s e x h i b i t ? 

A. I t ' s based on 45-percent reserves and 55-percent 

p r o d u c t i o n . 

Q. And what i s Saga E x h i b i t Number 4? 

A. I t ' s the u n i t o p e rating agreement. 

Q. And can you j u s t summarize b r i e f l y what the key 

p r o v i s i o n s are i n t h i s operating agreement? 

A. I t o u t l i n e s supervision and management of the 

u n i t , d e fines the r i g h t s and d u t i e s of a l l the p a r t i e s , 

shows how investments and costs are t o be shared, 

e s t a b l i s h e s v o t i n g procedures f o r decisions t o be made by 
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the working i n t e r e s t owners. This i s equal t o each working 

i n t e r e s t owner's p a r t i c i p a t i o n i n the u n i t . I t sets f o r t h 

accounting procedures, show how costs w i l l be a l l o c a t e d and 

pa i d , contains other standard p r o v i s i o n s . 

Q. Mr. R u l l a , i s E x h i b i t Number 3 [ s i c ] a t a b l e 

which shows u n i t p a r t i c i p a t i o n by t r a c t ? 

A. Yes, s i r . 

Q. And i f we would take the p a r t i c i p a t i o n , t he 

a l l o c a t e d working i n t e r e s t p a r t i c i p a t i o n , from t h i s 

e x h i b i t , we could then, by using E x h i b i t Number 2 where 

everyone's ownership percentage i s set up by t r a c t , we 

could determine the exact ownership i n the u n i t of every 

i n t e r e s t owner, working i n t e r e s t , r o y a l t y i n t e r e s t , 

o v e r r i d e s ; i s t h a t correct? 

A. Yes, s i r . 

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

p r e s e n t l y committed t o the u n i t ? 

A. A hundred percent. 

Q. And Saga E x h i b i t Number 2 also shows the o v e r r i d e 

and r o y a l t y i n t e r e s t s , c orrect? 

A. Yes, i t does. 

Q. And what percentage of the r o y a l t y i n t e r e s t a t 

t h i s time i s committed t o the u n i t plan? 

A. E i g h t y - f i v e percent. 

Q. And t h a t includes the i n t e r e s t of Floos, I n c . , 
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does i t not? 

A. Yes, i t does. 

Q. Do you a n t i c i p a t e any d i f f i c u l t y i n o b t a i n i n g 

r a t i f i c a t i o n of the order t h a t r e s u l t s from t h i s hearing by 

the necessary 75-percent working i n t e r e s t or non-cost-

bearing i n t e r e s t owners? 

A. No, s i r . 

Q. Now, you are f a m i l i a r w i t h the o b j e c t i o n s t h a t 

were r a i s e d by Floos, I n c . , are you not? 

A. Yes. 

Q. You've seen the l e t t e r s t h a t were sent t o the 

Commission and D i v i s i o n concerning the p a r t i c i p a t i o n 

formulas set f o r t h i n the u n i t , c o r r e c t ? 

A. Yes. 

Q. What i s the st a t u s of the n e g o t i a t i o n s a t t h i s 

time w i t h Floos? 

A. We've reached an agreement. 

Q. And i s Saga E x h i b i t Number 6 a copy of the l e t t e r 

from Floos withdrawing the o b j e c t i o n t o the proposed u n i t ? 

A. Yes, s i r . 

Q. Do you be l i e v e Saga has done a l l t h a t reasonably 

can be done t o o b t a i n v o l u n t a r y commitment of a l l i n t e r e s t s 

t o the u n i t plan? 

A. Yes, s i r . 

Q. And t h a t includes working, r o y a l t y and o v e r r i d e s , 
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A. Yes. 

Q. I s E x h i b i t Number 7 an a f f i d a v i t c o n f i r m i n g t h a t 

n o t i c e of t h i s hearing has been provided i n accordance w i t h 

D i v i s i o n r u les? 

A. Yes. 

Q. To whom was n o t i c e provided? 

A. A l l the i n t e r e s t owners subject t o a s t a t u t o r y 

u n i t i z a t i o n order, a l l the leasehold operators and surface 

owners w i t h i n the areas of review f o r any new i n j e c t i o n 

w e l l w i t h a copy of completed Form C-108, a l l owners w i t h i n 

a h a l f a m i l e of the u n i t boundary. 

Q. Let's now go t o the g e o l o g i c a l p o r t i o n of t h i s 

case, and I ' d ask you t o f i r s t i d e n t i f y what has been 

marked Saga E x h i b i t 8. 

A. That's a copy of the proposed s t a t u t o r y water 

i n j e c t i o n u n i t . 

Q. I s t h a t the study t h a t you prepared — 

A. Yes, I t i s . 

Q. — as p a r t of t h i s plan? 

A. Yes, i t i s . 

Q. And you prepared the g e o l o g i c a l p o r t i o n of t h i s 

study? 

A. Yes, I d i d . 

Q. And who prepared the engineering p o r t i o n ? 
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A. Robert S e t z l e r , an engineer w i t h Saga. 

Q. And w i l l Mr. Set z l e r also be t e s t i f y i n g about the 

i n f o r m a t i o n contained i n the study? 

A. Yes, he w i l l . 

Q. Generally, what does t h i s study show? 

A. I t shows t h a t the Crossroads-Siluro-Devonian 

U n i t looks l i k e i t can be subdivided i n t o t h r e e separate 

p o r o s i t y regimes, t h a t water has been disposed i n t o t h i s 

u n i t f o r some time, and t h a t by r e d i r e c t i n g the water we 

can maintain an increased r e s e r v o i r pressure and 

e f f i c i e n t l y sweep reserves t o producing w e l l s i n each of 

the t h r e e s p e c i f i c Devonian zones. 

Q. I f we look a t your study, the f i r s t p o r t i o n of 

the study i s a t e x t t h a t explains the e x h i b i t s which s t a r t 

on about page 7 or 8 of the study; i s t h a t c o r r e c t ? 

A. Yes. 

Q. Let's go t o what has been marked as Saga E x h i b i t 

Number 1. 

A. Okay. 

Q. And here we're l o o k i n g a t the e x h i b i t s t o the 

study, so again we're going t o have some overlapping 

numbers, and I ' l l c l a r i f y t h a t when we move admission of 

the e x h i b i t s . But t h i s i s Study E x h i b i t Number 1. What i s 

t h a t ? 

A. That shows the proposed u n i t o u t l i n e . I t also 
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has a code a t the bottom t h a t shows the c u r r e n t s t a t u s of 

each of the w e l l s w i t h i n and outside the u n i t . And i t ' s 

i d e n t i c a l t o the f i r s t — t o E x h i b i t A, map of the u n i t 

t r a c t s . 

Q. And also t o E x h i b i t 1 t h a t was presented e a r l i e r ; 

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

A. Yes. 

Q. Okay, l e t ' s move t o E x h i b i t Number 2. Can you 

i d e n t i f y and review t h i s ? 

A. E x h i b i t Number 2 i s a s t r u c t u r e map on the top of 

the Devonian p o r o s i t y . The gray l i n e s are f a u l t t r a c e s 

t h a t occur w i t h i n the Devonian, and we hope t o show 

d i s t i n c t i v e separation between each of those areas as a 

r e s u l t of the f a u l t i n g , and also the d e p o s i t i o n t h a t 

occurred beneath the major unconformity t h a t occurred a t 

the base of the Woodford, and also the p o r o s i t y w i l l be 

shown t o vary from l o c a t i o n t o l o c a t i o n over the Crossroads 

f i e l d . And i n t h i s study we discovered t h a t we have a 

p o s s i b l e new pay zone i n the area. 

The area i s bounded on the west by a c o n t r o l l i n g 

f a u l t t h a t c o n t r o l s the p roduction, and a l l of the w e l l s on 

the n o r t h and east have been abandoned. 

Q. When we look at the w e l l s on the n o r t h and the 

east, they're a c t u a l l y downstructure, are they not? 

A. Yes, they are. 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

18 

Q. And they are — 

A. They're a l l water wet. 

Q. Okay. And the southern boundary i s b a s i c a l l y — 

There i s no r e s e r v o i r beyond the southern boundary of the 

proposed u n i t ? 

A. No, the Well Number 4 and the Texaco t r a c t was a 

dry hole i n the Devonian. 

Q. Okay. Let's go now t o Study E x h i b i t Number 3. 

W i l l you i d e n t i f y and review t h i s e x h i b i t f o r Mr. Catanach? 

A. This i s a map made on the top of the Devonian 

p o r o s i t y , depth t o the top of the Devonian p o r o s i t y , which 

i t measures down from the base of the Woodford t o the 

occurrence of the f i r s t p o r o s i t y i n the Devonian. And 

coupled w i t h the f a u l t s you can begin t o see t h a t the 

center p o r t i o n , which was probably the h i g h e s t p o r t i o n i n 

the f i e l d , the pay was eroded o f f , and we have a d d i t i o n a l 

pay shown on the n o r t h and south, o c c u r r i n g very close t o 

the top of the Devonian, w h i l e the center p o r t i o n , you have 

t o go down about 50 t o 60 f e e t before you encounter 

p o r o s i t y . 

And t h i s r e s u l t e d i n what we c a l l the new pay 

o c c u r r i n g on the n o r t h side of Section 27, and I ' l l 

e l a b o r a t e more on t h a t w i t h the other maps. 

Q. And t h i s map also i n d i c a t e s the l o c a t i o n of the 

i n j e c t i o n w e l l s — 
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A. Yes. 

Q. — i n each of the regimes i n the u n i t area? 

A. I t shows the disposal w e l l s , Well Number 11 and 

Well Number 6 i n Section 27, and Well Number 4 i n Section 

34 . 

Q. Let's go now t o E x h i b i t Number 4 and review t h a t 

f o r t he Examiner. 

A. E x h i b i t Number 4 i s a map of a net p o r o s i t y i n 

the upper Devonian, or the new pay, as we c a l l i t , versus 

the main pay, which i s beneath i t , and i t shows t h a t the 

new pay occurs mostly i n the n o r t h h a l f of Section 2 7 and 

i s also present i n Section 34, and i t ' s p r a c t i c a l l y gone i n 

the center p o r t i o n of the f i e l d where the f a u l t s have 

caused i t t o be eroded o f f . 

Q. When you implement the f u l l w a t e r f l o o d i n the 

area, you're going t o be f l o o d i n g the o l d s e c t i o n as w e l l 

as the new pay; i s n ' t t h a t c o r r e c t ? 

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

Q. Let's go t o E x h i b i t Number 5. Would you j u s t 

i d e n t i f y t h a t f o r Mr. Catanach? 

A. That i s the index t o the cr o s s - s e c t i o n t h a t I'm 

going t o show you. 

Q. Let's keep t h a t out and go t o E x h i b i t Number 6, 

your east-west cross-section A-A'. W i l l you review the 

i n f o r m a t i o n set f o r t h on t h i s e x h i b i t ? 
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A. I t shows the l o c a t i o n of the new pay w i t h regard 

t o t he main pay, and i t shows t h a t most of the w e l l s were 

completed i n the main pay i n t h i s area. 

I t shows the type l o g f o r the w a t e r f l o o d , Well 

Number 11 on the cross-section, and i t shows t h a t the new 

pay has not been p e r f o r a t e d i n a good number of the w e l l s 

i n t he n o r t h p a r t of the regime, and t h a t we hope t o go i n 

th e r e and p e r f o r a t e t h a t and w a t e r f l o o d i t . 

Q. Let's go now t o cross-section B-B', your n o r t h -

south c r o s s - s e c t i o n . 

A. The north-south cross-section shows t h a t w e l l s 

n o r t h of the u n i t area were a l l completed i n the new pay, 

and most of them d i d n ' t penetrate the main pay, because 

they d i d n ' t have t o , and because i t would have been below 

the o i l - w a t e r contact. 

And two of the w e l l s have not been p e r f o r a t e d i n 

t h a t pay. These two w e l l s are on Saga acreage. 

I t shows the c u r r e n t water d i s p o s a l w e l l s , Well 

Number 11 and Number 6, and i t shows where we crossed the 

f a u l t and go back i n t o the new pay, which occurs r i g h t a t 

the base of the Woodford, and the abandoned Devonian 

producer, Well Number 4 a t the r i g h t end of the s e c t i o n . 

Q. I f we look at the two w e l l s on the n o r t h end of 

the c r o s s - s e c t i o n , those are outside the u n i t area. Are 

those w e l l s s t r u c t u r a l l y low and wet? 
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A. Yes, they are. The s i n g l e w e l l i s . 

Q. A l l r i g h t , l e t ' s go t o cro s s - s e c t i o n C-C 

A. C-C i s an east-west s e c t i o n showing the f i r s t 

w e l l t h a t defined the new pay i n the area, and i t was 

completed i n 1949 and has produced 1.4 m i l l i o n b a r r e l s of 

o i l . 

I t also shows the new pay areas t h a t w i l l be 

attempted t o be p e r f o r a t e d and the proposed f u t u r e water 

i n j e c t i o n w e l l , Well Number 4, on the r i g h t - h a n d side of 

the s e c t i o n . I t was o r i g i n a l l y completed open hole i n 1952 

and then plugged back and completed i n the new pay i n 1974 

and p o t e n t i a l e d f o r 593 b a r r e l s of o i l and 1173 b a r r e l s of 

water a day. 

And we in t e n d t o complete t h i s as an i n j e c t o r i n 

both the new pay and the o l d — and the main pay. 

Q. Let's go now t o Saga E x h i b i t Number 9. Would you 

i d e n t i f y the e x h i b i t f o r Mr. Catanach and the review the 

i n f o r m a t i o n set f o r t h thereon? 

A. Number 9 shows the u n i t o u t l i n e , and i t shows the 

c u r r e n t proposed recompletions of the thr e e w e l l s on the 

n o r t h u n i t , w i t h squares which show the recompletions i n t o 

the new pay. I t shows the proposed water i n j e c t i o n w e l l i n 

the northeast corner of Section 27. I t shows the proposed 

I n j e c t i o n Well Number 4 a t the south end of Section 34. 

I t shows the two c u r r e n t water d i s p o s a l w e l l s , 
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Number 11 and Number 6. And i t shows the c u r r e n t s t a t u s of 

each of the w e l l s i n the area as t o where they were 

completed, whether i n the main pay or i n the new pay. 

Q. With t h i s i n f o r m a t i o n , t h i s much w e l l data, i t ' s 

f a i r t o say t h a t the area t o be u n i t i z e d has been 

reasonably developed — or defined by development; i s n ' t 

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

A. Yes, s i r . 

Q. Can the p o r t i o n of the pool which i s included i n 

t h i s proposed u n i t area, i n your o p i n i o n , be e f f i c i e n t l y 

and e f f e c t i v e l y operated under a u n i t plan of development? 

A. Yes, i t can. 

Q. And the boundaries of the u n i t are w e l l 

established? 

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

Q. You have a f a u l t on the west? 

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

Q. No r e s e r v o i r on the south? 

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

Q. And you're downstructure and wet, both t o the 

east and the north? 

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

Q. I n your opinion, do each of the compartments or 

regimes w i t h i n the u n i t area have good w a t e r f l o o d 

p o t e n t i a l ? 
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A. Yes, s i r , they do. 

Q. Were E x h i b i t s 1 through 7, and then i n the study 

E x h i b i t s 1 through 8, prepared by you or compiled under 

your d i r e c t i o n ? 

A. Yes, they were. 

MR. CARR: At t h i s time, Mr. Catanach, we would 

move admission i n t o evidence of Saga E x h i b i t s 1 through 7, 

and also Study E x h i b i t s 1 through 8. 

EXAMINER CATANACH: E x h i b i t s 1 through 7 and 

Study E x h i b i t s 1 through 8 w i l l be admitted as evidence. 

MR. CARR: And t h a t concludes my d i r e c t 

examination of Mr. Rul l a . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. R u l l a , t h i s f i e l d has been around a long 

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

A. Yes, i t has. 

Q. When was i t f i r s t developed, do you know? 

A. 1947. 

Q. And as f a r as the a r e a l e x t e n t , i s t h i s f i e l d 

much l a r g e r than you've shown i t here, or was i t a t one 

time? 

A. Yes, i t was a very lar g e f i e l d . A l l of the w e l l s 

t h a t you see on these maps, w i t h the a d d i t i o n of some more 

t h a t are beyond the l i m i t s , were p a r t of the Crossroads-
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Siluro-Devonian f i e l d . But a l l of the w e l l s surrounding 

t h i s u n i t area are now abandoned. They were abandoned 

because they made too much water. 

Q. So your w a t e r f l o o d u n i t here i s loc a t e d a t the 

s t r u c t u r a l h i g h p o s i t i o n w i t h — 

A. Yes, i t i s . 

Q. Okay. There's not been very many of these w e l l s 

t h a t have been completed i n what you're c a l l i n g the new 

pay; i s t h a t r i g h t ? 

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

Q. Just what? Three? 

A. Three. 

Q. And according t o your e x h i b i t t h e r e i s 

considerable p o t e n t i a l , e s p e c i a l l y i n Section 34, f o r t h a t 

pay t o be present? 

A. Yes. 

Q. I s i t prudent t o produce t h a t new pay under 

w a t e r f l o o d operations instead of under primary operations 

a t t h i s p o i n t ? 

A. We t h i n k so. Mr. Se t z l e r — We have some 

a d d i t i o n a l i n f o r m a t i o n , because t h i s whole area i s making a 

l o t of water r i g h t now, and we're also proposing some 

remedial operations i n here. 

Q. Well, do you know why t h a t pay i n these w e l l s was 

never t e s t e d or perforated? 
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A. I t was t i g h t . I t ' s not as prominent or as porous 

as the w e l l s t h a t c u r r e n t l y produce. 

Q. Now, when you say i t ' s compartmentalized, there's 

separate producing compartments. Are these what you've 

shown t o be i s o l a t e d by f a u l t s ; i s t h a t c o r r e c t ? 

A. Yes, uh-huh, i s o l a t e d — The n o r t h p o r t i o n i s 

i s o l a t e d from the center p o r t i o n because of an updip 

pinchout of p o r o s i t y . And the south p o r t i o n i s separated 

from the center p o r t i o n by the f a u l t , s t r u c t u r a l l y as w e l l 

as s t r a t i g r a p h i c a l l y . 

Q. And i t ' s your opin i o n t h a t these are e f f e c t i v e l y 

i s o l a t e d from one another? 

A. Yes, s i r . 

Q. So i n your w a t e r f l o o d p r o j e c t y o u ' l l have t o 

t r e a t these almost l i k e t h ree d i f f e r e n t p r o j e c t s ? 

A. Yes. 

Q. Are the pay i n t e r v a l s p r e t t y c o n s i s t e n t w i t h i n 

each of these compartments? 

A. No, they're not. They vary a l o t i n the amount 

and thickness of p o r o s i t y . 

Q. Are they c o n s i s t e n t enough t o where e f f e c t i v e 

w a t e r f l o o d i n g can occur i n these areas? 

A. They're i n the same s t r a t i g r a p h i c p o s i t i o n 

e s s e n t i a l l y , so t h a t you would be f l o o d i n g t he same zone. 

The v a r i a t i o n s occur i n the amount and the thickness of 
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p o r o s i t y . 

Q. So you should get response from water i n j e c t i o n 

w i t h i n a l l the producing wells? 

A. Yes. 

Q. And i s somebody else going t o t a l k about how many 

w e l l s you're going t o have and t h a t k i n d of thing? 

A. Yes. 

Q. Okay. Which p a r t i e s are you a c t u a l l y u n i t i z i n g 

w i t h t h i s A p p l i c a t i o n , or seeking t o u n i t i z e ? Can you 

i d e n t i f y those f o r me? 

MR. CARR: Mr. Examiner, I t h i n k t h ey're 

i d e n t i f i e d i n E x h i b i t A t o the n o t i c e a f f i d a v i t . There are 

a number of r o y a l t y i n t e r e s t owners. 

EXAMINER CATANACH: E x h i b i t A t o the notice? 

This u n i t , i f I understand c o r r e c t l y , was i n i t i a l l y 

u n i t i z e d a year ago, v o l u n t a r i l y ? 

MR. CARR: That's c o r r e c t . 

EXAMINER CATANACH: Just the working i n t e r e s t ? 

MR. CARR: Correct. We had o b j e c t i o n s from Mr. 

Merchant t o the u n i t i z a t i o n , and i t was set f o r t h i n the 

order, because of h i s o b j e c t i o n , t h a t the working i n t e r e s t 

was u n i t i z e d but the r o y a l t y payments would continue t o be 

made on an i n d i v i d u a l lease basis or t r a c t b asis. 

Q. (By Examiner Catanach) Since t h a t time, have 

t h e r e been f u r t h e r discussions w i t h these i n t e r e s t owners 
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t o t r y and get them t o v o l u n t a r i l y p a r t i c i p a t e i n the u n i t ? 

A. Yes, s i r . 

Q. And the s t a t u s of the i n t e r e s t owners on E x h i b i t 

A here, do you be l i e v e any more are going t o v o l u n t a r i l y 

commit t o the u n i t ? 

A. I can't answer t h a t r i g h t now. 

MR. CARR: Mr. Catanach, I've been i n v o l v e d more 

i n t h a t than Mr. R u l l a . We t h i n k there's a chance a 

c l o s i n g w i l l commit. 

We have also been engaged i n recent n e g o t i a t i o n s 

w i t h Candace Jacobson, and we t h i n k there's a good 

l i k e l i h o o d t h a t she could commit her i n t e r e s t i n two of the 

t r a c t s . Beyond t h a t , we don't t h i n k t h a t we're going t o be 

able t o get any f a r t h e r . 

EXAMINER CATANACH: When d i d t h i s n e g o t i a t i o n 

process s t a r t , Mr. Carr? 

MR. CARR: My involvement i n the n e g o t i a t i o n s has 

been f o r the l a s t probably — since A p r i l of t h i s year. 

And they were ongoing p r i o r t o t h a t time. I couldn't give 

you a s t a r t date. My most recent conversations concerning 

the i n t e r e s t s of Candace Jacobson were on Tuesday of t h i s 

week w i t h her a t t o r n e y Doug Lunsford w i t h the Hinkl e f i r m . 

Q. (By Examiner Catanach) Well, who w i t h Saga has 

been i n v o l v e d i n c o n t a c t i n g these people, Mr. Rulla? 

A. Our pre s i d e n t , Chuck Farmer. 
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Q. And he i s not here today? 

MR. CARR: No, he's not. 

Q. (By Examiner Catanach) Well, do you have some 

knowledge about when these n e g o t i a t i o n s took place or when 

they s t a r t e d ? 

A. They s t a r t e d about two years ago, I b e l i e v e . 

Q. And Floos has waived objection? 

MR. CARR: Yes, s i r , they have. 

EXAMINER CATANACH: To what? 

MR. CARR: They have withdrawn t h e i r o b j e c t i o n t o 

the u n i t . There have been meetings w i t h i n the l a s t two 

weeks w i t h Mr. Merchant, and the p a r t i c i p a t i o n formula was 

explained t o him, and the r e s u l t was the l e t t e r which i s 

i n , I b e l i e v e , as E x h i b i t 7, t h a t he d i r e c t e d t o me. 

Q. (By Examiner Catanach) Okay. On E x h i b i t Number 

2, t h a t sets f o r the i n t e r e s t owners i n the u n i t , and I 

assume t h a t the f a r r i g h t column sets f o r t h t h e i r 

p a r t i c i p a t i o n i n the e n t i r e u n i t ; i s t h a t c o r r e c t ? 

A. Yes. Each of the u n i t t r a c t s has i t s own 

p a r t i c i p a t i o n . 

Q. For instance, Tract Number 1 i s a l l o c a t e d 37.7 

percent of the u n i t ? 

A. Yes. 

Q. Now, how were the t r a c t p a r t i c i p a t i o n s 

determined? Do you have something t h a t shows t h a t ? I 
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assume t h a t ' s based on the t r a c t p a r t i c i p a t i o n formula 

contained i n the u n i t agreement. 

MR. CARR: That i s c o r r e c t , i t was t r a c t by 

t r a c t , 45 percent reserves, 55 percent cum pr o d u c t i o n . 

EXAMINER CATANACH: Do you have any evidence t h a t 

shows those numbers, t h a t — what numbers were u t i l i z e d t o 

come up w i t h those percentages? 

MR. CARR: The 45/55 were agreed-to numbers. 

EXAMINER CATANACH: No, not the percentages, but 

the a c t u a l — 

MR. CARR: The c a l c u l a t i o n s ? 

EXAMINER CATANACH: Yes, s i r . 

MR. CARR: To get t o the — We do not have those 

w i t h us. We could supply those. I mean, they're — 

EXAMINER CATANACH: Okay, I would appreciate i t 

i f you would supply those. I t ' s s t r i c t l y past p r o d u c t i o n 

and — 

MR. CARR: — and remaining reserves, c a l c u l a t e d . 

EXAMINER CATANACH: — remaining reserves. 

MR. CARR: We can give you the base numbers, the 

a c t u a l numbers, and show the c a l c u l a t i o n , i t ' s easy. We 

have t h a t , we j u s t don't have i t w i t h us. 

EXAMINER CATANACH: Okay. I t h i n k t h a t ' s a l l I 

have of t h i s witness. 

MR. CARR: Mr. Catanach, a t t h i s time we c a l l 
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Robert S e t z l e r . 

ROBERT G. SETZLER, 

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

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

DIRECT EXAMINATION 

BY MR. CARR: 

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

A. My name i s Robert Gaston S e t z l e r . 

Q. S p e l l your l a s t name, please. 

A. S-e-t-z-l-e-r. 

Q. Where do you reside? 

A. I n Midland, Texas. 

Q. By whom are you employed? 

A. Saga. 

Q. And what i s your p o s i t i o n w i t h Saga 

A. I am an engineer. 

Q. Mr. Se t z l e r , have you p r e v i o u s l y t e s t i f i e d before 

the O i l Conservation D i v i s i o n and had your c r e d e n t i a l s as a 

petroleum engineer accepted and made a matter of record? 

A. Yes, s i r . 

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

these cases? 

A. Yes, s i r . 

Q. Have you made an engineering study of the area 

which i s inv o l v e d i n the case? 

STEVEN T. BRENNER, CCR 
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A. Yes, s i r . 

Q. And are you prepared t o share the r e s u l t s of your 

work w i t h t he Examiner? 

A. Yes, s i r . 

MR. CARR: We tender Mr. Set z l e r as an expert 

witness i n petroleum engineering. 

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

Q. (By Mr. Carr) Mr. Se t z l e r , are you f a m i l i a r w i t h 

the S t a t u t o r y U n i t i z a t i o n Act? 

A. Yes, s i r . 

Q. And have you prepared e x h i b i t s f o r p r e s e n t a t i o n 

i n t h i s case? 

A. Yes, I have. 

Q. Could you r e f e r t o E x h i b i t Number 10 t o the 

study? 

A. Yes, s i r . 

Q. I d e n t i f y t h a t f o r Mr. Catanach and review the 

i n f o r m a t i o n on t h i s e x h i b i t . 

A. Okay. E x h i b i t 10 i s a production p l o t — 

EXAMINER CATANACH: I don't t h i n k I have E x h i b i t 

Number 10. 

THE WITNESS: I ' l l be happy t o l e t you see mine. 

MR. CARR: I t should be r i g h t t h e r e . 

EXAMINER CATANACH: Oh. Gee, thanks. 

THE WITNESS: A l l r i g h t , s i r . This i s j u s t a 
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t y p i c a l p r o d u c t i o n p l o t of a w e l l t h a t e x i s t s i n the 

Crossroads Devonian f i e l d , but the reason I chose t o show 

you t h i s p l o t i s , i t i s an example of what we hope t o 

accomplish i n reworking these w e l l s . 

I t was t r e a t e d w i t h a polymer squeeze, w i t h a 

r e t a i n e r set i n t o i t s p e r f o r a t i o n s . I t i s p e r f o r a t e d i n a 

50-foot i n t e r v a l . The bottom 40 f e e t of the p e r f s were 

t r e a t e d w i t h polymer, the top 10 f e e t were kept open by 

pumping water i n a t the same time we were pumping polymer. 

And as a r e s u l t , we, on t h i s p a r t i c u l a r w e l l , 

went from 11 b a r r e l s of o i l a day and 1100 water t o 7 

b a r r e l s of o i l a day and 2 00 water. 

I t t e l l s us t h a t we are now producing o i l out of 

a much t i g h t e r rock t h a t we — And t h a t 1 s also witnessed by 

the f a c t t h a t f l u i d l e v e l s p r i o r t o the work being done, 

working f l u i d l e v e l was about 2100 f e e t from surface, and 

a f t e r , f o l l o w i n g the work, the working f l u i d l e v e l dropped 

t o a l i t t l e — 6100 f e e t from the surface, f o r a t o t a l drop 

of 4050 f e e t , which means t h a t we have e f f e c t i v e l y c u t o f f 

a l o t o f the bottom water t h a t i s not r e a l l y doing us any 

good. 

Now, our plan i s t o — by i n j e c t i n g i n t o o f f s e t 

w e l l s , we w i l l put pressure back i n t o the t i g h t e r zone and 

be able t o sweep o i l out of the t i g h t e r zones, g e t t i n g more 

o i l out of them, probably o i l t h a t would never be recovered 
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under c u r r e n t operations. 

Q. (By Mr. Carr) Okay, Mr. S e t z l e r , l e t ' s now go t o 

Saga E x h i b i t Number 11. I d e n t i f y what t h i s e x h i b i t shows, 

and then review the i n f o r m a t i o n on the e x h i b i t f o r Mr. 

Catanach. 

A. A l l r i g h t , s i r . Eleven i s j u s t k i n d of a summary 

sheet of a l l the i n f o r m a t i o n we gathered, or I gathered, on 

t h i s f i e l d . I t t e l l s formation and when the f i e l d was 

discovered, e t cetera, depth and t h a t s o r t of t h i n g . 

Also gives r e s e r v o i r v o l u m e t r i c s , gives the area 

of the t o t a l f i e l d and Saga's p o r t i o n of the main pay and 

Saga's — the acreage i n the — what we've i d e n t i f i e d as 

new pay. I t ' s broken down i n t o acre f e e t per each p o r t i o n , 

as you can see t h e r e , and the gross thickness and average 

net thicknesses. 

Item 3 on t h i s summary gives the breakdown of 

p r o d u c t i o n as t o what 1s been produced t o date and what i s 

remaining. The t o t a l f i e l d t o date has produced 48.1 

m i l l i o n b a r r e l s of o i l . Saga's p o r t i o n of t h a t i s 21 

m i l l i o n 771 m i l l i o n [ s i c ] b a r r e l s of o i l . And the new pay 

t h a t we've i d e n t i f i e d w i l l recover an a d d i t i o n a l 1.8 

m i l l i o n b a r r e l s of o i l . 

By doing t h i s work, the proposed work, we w i l l 

gather an a d d i t i o n a l 844,000 b a r r e l s of o i l from the main 

pay and 517,000 b a r r e l s of o i l from the new pay. 
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We w i l l r e a l i z e , as shown i n item 4, a t o t a l 

recovery of 2 3,615,000 b a r r e l s of o i l a t the end of the 

p r o j e c t . We have remaining t o the proposed work another 

1,361,000 b a r r e l s of o i l , which w i l l be — the 1.3 m i l l i o n 

w i l l be recovered over the next 50 years of op e r a t i o n out 

th e r e . 

O r i g i n a l bottomhole pressure was 4885 pounds and 

has now dropped t o approximately 4 3 00 pounds, and t h a t also 

p o i n t s t o us t h a t we need t o put water back i n t o these 

upper zones t o maintain pressure and be able t o recover the 

reserves t h a t are there i n an economical f a s h i o n . 

The r e s t of the page j u s t gives parameters of 

p o r o s i t y , perm, t h a t s o r t of t h i n g . 

Q. Mr. Se t z l e r , what i s E x h i b i t 12? 

A. E x h i b i t 12 i s a p l o t of percent water cut plus 

cum o i l . I t ' s a way t h a t people use w i t h water d r i v e 

formations t o p r o j e c t u l t i m a t e recoveries or t o giv e a 

reasonable estimate of what the u l t i m a t e recovery i n the 

f i e l d would be. 

And t h i s curve, when p r o j e c t e d t o 97-percent 

water c u t , shows t h a t the main pay p o r t i o n of the f i e l d 

t h a t ' s under our leases w i l l recover 21,771,000 b a r r e l s of 

o i l , which i s shown i n item 3 on your main pay p o r t i o n of 

Saga, bottom EUR. A l l r i g h t , s i r ? 

Q. When you t a l k about Saga leases, are you t a l k i n g 
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about t h e th r e e t r a c t s which comprise the u n i t area? 

A. Yes, s i r , I am. 

Q. Let's go now t o E x h i b i t Number 13. Could you 

i d e n t i f y t h a t , please? 

A. Yes, s i r , I ' d be happy t o . E x h i b i t 13 i s taken 

from a c t u a l f i e l d data. I t ' s a p l o t of — since the f i e l d 

was developed i n 1947, of cum o i l versus cum b a r r e l s f l u i d 

produced. This p l o t was used t o p r o j e c t f u t u r e p r o d u c t i o n 

i n t h i s f i e l d . 

And what I d i d was, I r e l a t e d t h i s recovery t h a t 

i s shown by t h i s graph, I c u r v e - f i t t e d i t w i t h a 

polynomial, a f i f t h - o r d e r polynomial, and reduced i t t o 

recovery per ac r e - f e e t and then expanded i t back t o acre-

f e e t t h a t we i d e n t i f i e d i n the new pay zone, and was able 

t o get what I f e e l i s a reasonable p r o j e c t i o n of o i l 

recovery from the new pay zone, and by e x t r a p o l a t i n g t h i s 

on out, get a reasonable recovery of what's remaining i n 

the main pay zone, which was used t o develop the data 

t h a t ' s i n E x h i b i t 11. 

Q. Are you ready t o go t o E x h i b i t 14? 

A. Yes, s i r . 

Q. Okay, what does t h i s show us? 

A. E x h i b i t 14 shows the f i e l d as i t i s now. And i f 

we don't do anything, i f t h i s work i s not done, based on 

the p r o j e c t i o n s I've j u s t discussed, we would f o l l o w the 
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black curve shown, the extension of the green curve. And 

we would recover about 850,000 b a r r e l s of o i l t h a t way. 

By combining the p r o j e c t i o n of the new pay w i t h 

the e x i s t i n g pay, you get the curve shown on E x h i b i t 15, 

which shows t h a t we should recover another 550,000 b a r r e l s 

through proper maintenance and f l o o d i n g of the new pay 

zone. 

Q. And i s t h i s 550,000 b a r r e l s p r o d u c t i o n t h a t would 

be wasted or l o s t w i t hout the implementation of the 

proposed w a t e r f l o o d e f f o r t ? 

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

Q. I n your op i n i o n , are the u n i t i z e d methods of 

o p e r a t i o n as a p p l i e d t o the area covered by t h i s 

A p p l i c a t i o n f e a s i b l e ? 

A. Yes, s i r . 

Q. Do you be l i e v e t h a t u n i t i z a t i o n and — i t i s 

necessary t o reasonably and e f f e c t i v e l y c a r r y on secondary 

recovery operations? 

A. Yes, I do. 

Q. Does Saga have plans t o commit a d d i t i o n a l w e l l s 

t o i n j e c t i o n i n the fut u r e ? 

A. Yes, s i r , at l e a s t one. 

Q. And do you request, t o the extent p o s s i b l e , 

a u t h o r i z a t i o n t o add a d d i t i o n a l w e l l s by f i l i n g Form C-108 

w i t h t h e D i v i s i o n , w i t h o u t the necessity of hearing? 
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A. Yes, s i r , we do, or I do. 

Q. Now, i f we look a t E x h i b i t 8, the study, Mr. 

Ru l l a prepared the f i r s t p o r t i o n of t h a t study; i s t h a t 

c o r r e c t ? 

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

Q. You prepared E x h i b i t s 10 through 15? 

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

Q. You c o l l a b o r a t e d on the t e x t which precedes the 

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

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

MR. CARR: Mr. Catanach, a t t h i s time I would 

move the admission — I t h i n k i t ' s easier j u s t t o move the 

admission of E x h i b i t 8, a l l p a r t s . 

EXAMINER CATANACH: Sorry, E x h i b i t 8? 

MR. CARR: Eight. That's the study, t e x t and a l l 

e x h i b i t s . 

EXAMINER CATANACH: E x h i b i t 8 w i l l be admitted as 

evidence. 

MR. CARR: And t h a t concludes my d i r e c t 

examination of t h i s witness. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Se t z l e r , the polymer squeeze t h a t you guys 

are going t o do, i s t h a t going t o be done on a l l of the 

w e l l s completed i n the main pay zone? 
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A. Yes, s i r , as — I t w i l l be done on a w e l l - b y - w e l l 

b a s i s , but as we see the need, yes, i t w i l l be done, the 

same way as we have already done — I guess t h a t i s now 

U n i t Well 30 — l e t me get back t o my — I'm s o r r y . Well, 

i t was Sawyer Number 3. That was the — i n Tr a c t 3. 

That work has been done, and w i l l be done on 

other w e l l s , having new pay and main pay, because we know 

as we get c l o s e r t o the top of the Devonian the pay gets 

t i g h t e r , and we need t o shut o f f p a r t of the f l u i d movement 

back i n t o the more permeable area so t h a t we can f o r c e 

water through the t i g h t e r zones. 

Q. So the polymer e f f e c t i v e l y reduces the 

p e r m e a b i l i t y of t h a t lower section? 

A. Yes, s i r . 

Q. I s t h a t on a permanent basis? 

A. We can remove i t i f we have t o , but i t i s meant 

t o be on a permanent basis. 

Q. Okay. Now, i f I understand your — Let me j u s t 

go over your reserves t h a t you hope t o recover. 

A. Uh-huh. 

Q. From the new pay — 

A. Yes, s i r . 

Q. — you hope t o recover 517,000 b a r r e l s of o i l ? 

A. Yes, s i r . 

Q. That's w i t h i n the whole u n i t ? 
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A. Yes, s i r . 

Q. And from the main pay an a d d i t i o n a l 844,000 

b a r r e l s ? 

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

Q. Okay. Now, the E x h i b i t Number 12 — 

A. Yes, s i r . 

Q. — i s used t o c a l c u l a t e remaining recoverable 

reserves i n the main pay? 

A. Yes, s i r . 

Q. And t h a t ' s j u s t based on — 

A. — water cut versus cum o i l . 

Q. Okay. So t h i s r e a l l y doesn't take i n t o e f f e c t 

a d d i t i o n a l i n j e c t i o n operations, does i t ? 

A. No, s i r . What I d i d i s , I — Using t h i s curve, I 

c a l c u l a t e d how many b a r r e l s u l t i m a t e I thought we could 

recover from main pay, which c a l c u l a t e d out 21,770,000, and 

knowing t h a t , I — and combined w i t h the E x h i b i t 13, the 

c h a r a c t e r i s t i c of t h a t equation or of t h a t curve, we were 

also going t o a 97-percent water c u t . 

We took the a c r e - f e e t , or I took the a c r e - f e e t i n 

the new pay and r e l a t e d the performance of t h i s curve, 

expanded back t o the number of a c r e - f e e t i n the new pay, t o 

p r o j e c t how many b a r r e l s and how i t would be produced, not 

j u s t the t o t a l b a r r e l s . 

Eleven was used — I mean 12 was used j u s t t o 
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giv e t o t a l b a r r e l s i n the main pay. And the a c t u a l 

p r o j e c t i o n was developed from E x h i b i t 13. I n both cases I 

assumed I could go t o a 97-percent water c u t . 

Q. Okay. So t h i s i s the o i l t h a t you hope t o recover 

simply by doing some polymer squeezes i n e x i s t i n g w e l l s and 

opening up some pay i n some wells? 

A. Yes, s i r . 

Q. This r e a l l y doesn't take i n t o account any 

a d d i t i o n a l reserves you might recover from water i n j e c t i o n ; 

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

A. Well, i n the new pay, we're not producing from i t 

now, so when we p e r f o r a t e i t and we open up t h a t i n t e r v a l 

i n the i n j e c t i o n w e l l , we w i l l be sweeping o i l t h a t we 

couldn't recover otherwise. 

Q. I'm s o r r y , can you run t h a t by me again? 

A. Okay, we are not a t the c u r r e n t time producing 

o i l i n the northern f a u l t block from the main pay, and we 

can move a d d i t i o n a l o i l out of t h a t main pay — I mean out 

of the new pay, excuse me. 

And by p e r f o r a t i n g the new pay i n the producing 

w e l l s up t h e r e and by opening up the new pay i n the 

i n j e c t i o n w e l l up th e r e , w e ' l l be able t o sweep reserves 

out of t h a t . And we're going t o be able t o do — recover 

reserves t h a t couldn't be recovered otherwise. 

Q. So do you f e e l t h a t i n order t o recover the 
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517,000 b a r r e l s from, the new pay, t h a t you f e e l l i k e water 

i n j e c t i o n i s a p a r t of that? 

A. Yes, s i r . 

Q. You d e f i n i t e l y need t h a t , t o recover t h a t 

517,000? 

A. Yes, s i r , because since t h i s f i e l d was f i r s t 

d r i l l e d i n 1947 t o c u r r e n t , we know t h a t we've had about a 

58 0-pound bottomhole pressure drop, and as your pressure 

drops, you are not nearly as l i a b l e t o — or i t ' s not near 

as easy t o recover reserves from the rock. You need t o 

have your pressure up t o where i t was or even higher. 

Q. So the pressure i n the new pay zone, even though 

i t hasn't been produced i n some areas, has s t i l l dropped 

t h a t much? 

A. Yes, s i r , I f e e l t h a t i t has. I t ' s i n connection 

t o the a q u i f e r s . 

Q. Okay. And does t h a t hold t r u e f o r the other — 

f o r the main pay s e c t i o n as well? 

A. Yes, s i r . 

Q. You would need t h a t i n j e c t i o n o p e r a t i o n t o 

recover the 844,000? 

A. Yes, s i r . As we stop a l o t of the water going 

down, where i t ' s not doing any work, and put i t back i n t o 

the area where we need i t t o do work, we w i l l sweep 

a d d i t i o n a l reserves out of the main pay as w e l l as the new 
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pay. 

Q. Okay. Up t o t h i s p o i n t you've been — Have you 

been i n j e c t i n g i n t o t h a t p o r t i o n of the r e s e r v o i r , the main 

pay? 

A. Yes, s i r , but down below the water contact 

p r i m a r i l y . 

Q. I n a l l three of the wells? 

A. Yes, s i r . 

Q. So you int e n d t o do the polymer squeeze on the 

i n j e c t i o n w e l l s , I assume? 

A. Yes, s i r . 

Q. And so you can get the water up i n t o the s e c t i o n 

you want i t t o go? 

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

Q. Okay. And l e t ' s see, where i s the t h i r d 

i n j e c t i o n w ell? 

I show one i n the northeast-northeast of 27 and 

then one down i n Section 34. Where's the other one? 

A. Back t o the — are you — i n t h i s e x h i b i t here? 

Q. Yes. 

A. You have a sa l t w a t e r d i s p o s a l , Number 6, down i n 

the lower p o r t i o n of Section 27, and d i r e c t l y — 

Q. Okay. 

A. — n o r t h of i t you have 11, and then n o r t h of 

t h a t you have 4. I t has a b i g t r i a n g l e around i t . 
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Q. Okay. 

A. And then t o the south you have one. 

Q. Now, the plan i s t o use those c u r r e n t w e l l s and 

p o s s i b l y an a d d i t i o n a l well? 

A. Yes, s i r . 

Q. Where would the a d d i t i o n a l w e l l be located? 

A. Well, r i g h t now the a d d i t i o n a l w e l l would be the 

one up i n the corner of 27. I t i s not an a c t i v e i n j e c t i o n 

w e l l r i g h t now. 

Q. Okay, so you i n i t i a l l y plan t o use t h r e e — 

A. Three w e l l s . 

Q. — and t h a t ' s a l l ? 

A. No, we're going t o convert t h a t one up t h e r e i n 

t h a t corner, as soon as the u n i t — s h o r t l y a f t e r the u n i t 

becoming t o t a l l y e f f e c t i v e . 

Q. Okay, so t h a t ' s three? 

A. That would be fo u r . Yeah, one, two, t h r e e , f o u r . 

Q. Okay. The 11, I got i t . 

A. Okay, yes, s i r . 

Q. Sorry about t h a t . 

A. No problem. 

Q. I t ' s been a long day. Okay, so you're going t o 

use f o u r wells? 

A. Four w e l l s i n i t i a l l y , and i f we see extremely 

good response t o what we're doing, then we w i l l probably 
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choose more w e l l s t o put on i n j e c t i o n . 

But t h a t ' s something t h a t w i l l develop as the 

p r o j e c t develops. 

Q. Now, w i l l t h a t — w i l l using those f o u r w e l l s — 

w i l l you have an i n j e c t i o n w e l l i n each of the t h r e e 

compartments? 

A. Yes, s i r . 

Q. Okay. 

A. Yes, s i r . And w e ' l l be able t o a f f e c t the main 

pay and new pay i n each of the compartments. 

Q. And do you t h i n k t h a t having one i n j e c t i o n w e l l 

i n each of those compartments w i l l be s u f f i c i e n t t o do what 

you p l a n t o do? 

A. I hope so. And as I sa i d , i f we see good 

response t o t h a t , then we would be recommending more i n the 

f u t u r e . But i t ' s . . . 

Q. And you're e s t i m a t i n g a 50-year p r o j e c t l i f e ? 

A. Yes, s i r . 

Q. Do you know what these w e l l s are c u r r e n t l y 

producing? 

A. Yes, s i r , the t o t a l on the f i e l d r i g h t now i s 110 

b a r r e l s of o i l a day and approximately 3000 b a r r e l s of 

water. 

Q. And when you say " f i e l d " , you're j u s t t a l k i n g 

about the u n i t area? 
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s o r r y , t h a t ' s where the producing w e l l s are r i g h t now. 

They're i n the u n i t . 

Q. And how many producing w e l l s w i l l you u t i l i z e i n 

the u n i t ? 

A. A l l t h a t are shown on t h i s map. 

Q. You b e t t e r count them f o r me, because I can't 

count. 

A. Okay, I ' l l count them. Seven w e l l s , I b e l i e v e , 

i s t h a t — Five w e l l s . We have — 

Q. Five producing wells? 

A. Uh-huh. 

Q. W i t h i n the whole u n i t ? 

A. Uh-huh. 

Q. Now, would those — Looking a t t h i s e x h i b i t , 

would those be the w e l l s w i t h the green c i r c l e , innermost 

c i r c l e ? 

A. I t should be. 

Q. Okay, I count s i x . 

A. I count s i x too, I apologize. I count s i x . 

Q. Are th e r e any plans t o b r i n g on a d d i t i o n a l 

producing wells? 

A. Yes, s i r , t h a t w i l l a l l go w i t h the p r o j e c t . As 

we see response, w e ' l l be l o o k i n g a t reworking w e l l s and 

p e r f o r a t i n g them and most c e r t a i n l y recommending one or two 
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more i n j e c t i o n w e l l s t o go w i t h t h a t . 

Q. Now, the remainder of these w e l l s , are they 

plugged or are they t e m p o r a r i l y abandoned? 

A. They're t e m p o r a r i l y abandoned. 

Q. They are TA'd, okay. 

A. Yes, s i r . 

Q. Do you know i n what manner they're TA'd? Do they 

have bridge plugs i n the hole? 

A. Many of them have bridge plugs. 

EXAMINER CATANACH: I have nothing f u r t h e r of 

t h i s witness. 

MR. CARR: At t h i s time, Mr. Catanach, we would 

c a l l Joe Clement. 

JOE N. CLEMENT, 

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

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

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Could you s t a t e your f u l l name f o r the record? 

A. Joe Neal Clement. 

Q. Mr. Clement, where do you reside? 

A. Midland, Texas. 

Q. By whom are you employed? 

A. Saga Petroleum. 

Q. And what i s your p o s i t i o n w i t h Saga Petroleum? 
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A. I'm area engineer. 

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

Conservation D i v i s i o n ? 

A. Yes, I have. 

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

c r e d e n t i a l s as an expert i n petroleum engineering accepted 

and made a matter of record? 

A. Yes, they were. 

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

Saga i n each of these cases? 

A. Yes. 

Q. Are you the i n d i v i d u a l who prepared the 

A p p l i c a t i o n f o r the permit t o i n j e c t i n one a d d i t i o n a l w e l l 

i n t h i s case? 

A. Yes, I am. 

Q. And are you prepared t o present t h a t and other 

i n f o r m a t i o n concerning the proposed p r o j e c t t o the 

Examiner? 

A. Yes. 

MR. CARR: Are the witness's q u a l i f i c a t i o n s 

acceptable? 

EXAMINER CATANACH: They are. 

Q. (By Mr. Carr) I n i t i a l l y , Mr. Clement, are you 

the i n d i v i d u a l who would be responsible f o r preparing the 

backup c a l c u l a t i o n s concerning t r a c t p a r t i c i p a t i o n s and 
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u n i t p a r t i c i p a t i o n s ? 

A. Yes, I am. 

Q. And you w i l l submit t o the Examiner the backup 

i n f o r m a t i o n t h a t you u t i l i z e d i n s e t t i n g those numbers? 

A. Yes, I w i l l . 

Q. By using the parameters, 45 percent reserves and 

55 percent production, do you be l i e v e t h a t each i n t e r e s t 

owner i n the u n i t w i l l receive t h e i r f a i r share of the 

a d d i t i o n a l u n i t production which w i l l be recovered as a 

r e s u l t of the w a t e r f l o o d p r o j e c t ? 

A. Yes, I do. 

Q. And i n your opinion, do you b e l i e v e these numbers 

and t h e data you w i l l submit w i l l show t h a t u n i t i z a t i o n 

w i l l b e n e f i t a l l working i n t e r e s t owners and a l l r o y a l t y 

i n t e r e s t owners i n the u n i t area? 

A. Yes, I do. 

Q. Let's go t o what has been marked E x h i b i t 9, a 

copy of the Form C-108 f o r the a d d i t i o n a l i n j e c t i o n w e l l . 

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

A. Well, we're seeking t o u t i l i z e t h r e e p r e v i o u s l y 

approved d i s p o s a l w e l l s and add one new i n j e c t i o n w e l l . 

Q. Could you give Mr. Catanach the numbers f o r the 

orders t h a t approve three previous i n j e c t i o n wells? 

A. The U.D. Sawyer Number 6 was approved under 

SWD-690, U.D. Sawyer 11 was approved under SWD-662, and the 
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Texaco Sawyer Number 4 was approved under R-3613. 

Q. Which of these w e l l s are c u r r e n t l y being used f o r 

disposal? 

A. The Number 6 and the Number 11. 

Q. And the Texaco Sawyer i s the w e l l you hope t o 

r e t u r n t o i n j e c t i o n ? 

A. Yes. 

Q. I s the p r o j e c t area the same as the u n i t 

boundary? 

A. Yes, i t i s . Ownership was reviewed by the land, 

and t he w e l l s are shown on E x h i b i t 9. 

Q. I f we look a t the E x h i b i t Number 9, the C-108, 

could you go t o page 3 of t h a t , i d e n t i f y the l o c a t i o n f o r 

the new w e l l , and review the i n f o r m a t i o n on t h a t page. 

I t ' s not a very good Xerox copy, but — a t l e a s t 

the one I have. You might give the exact l o c a t i o n f o r the 

w e l l . 

A. I t ' s U.D. Sawyer Number 4, Unit L e t t e r A, 660 

from the n o r t h , 660 from the east, Section 27, Township 9 

South, Range 36 East. 

Q. And t h i s p l a t i s designed t o show w e l l s w i t h i n a 

two-mile area; i s t h a t correct? 

A. Yes, i t shows ownership of a l l the o f f s e t leases, 

and i t shows the area of review covered by the C-108. 

Q. What i s the present s t a t u s of the w e l l you hope 
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t o use f o r i n j e c t i o n ? 

A. I t i s c u r r e n t l y TA'd. I t was a producer i n the 

Penn. 

Q. Do pages 4 and 5 of E x h i b i t 9 i n a t a b u l a r form 

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

which are r e q u i r e d by O i l Conservation D i v i s i o n Form C-108? 

A. Yes, i t shows w e l l s , spud dates, l o c a t i o n s , a l l 

casing s t r i n g s , tops of cement, cement volumes and 

completions. 

Q. And are pages 6 through 18 of t h i s e x h i b i t 

schematic drawings of a l l plugged and abandoned w e l l s 

w i t h i n the areas of review, summarizing a l l the plugging 

d e t a i l s ? 

A. Yes. 

Q. Have you a w e l l data sheet f o r each of the w e l l s 

w i t h i n the area of review? 

A. Yes, I do. 

Q. Could we go t o the schematic f o r the proposed 

i n j e c t i o n w e l l , which i s page 2 of t h i s e x h i b i t , and I ' d 

ask you t o r e f e r t o t h a t and review f o r Mr. Catanach your 

proposal f o r the w e l l . 

A. This w e l l w i l l be re-entered, the Penn zone w i l l 

be squeezed o f f , cement-squeezed, d r i l l e d out, run i n hole 

w i t h Baker Lok-Set packer w i t h 2-3/8 p l a s t i c - l i n e d t u b i n g , 

s e t the packer a t 12,035 f e e t , c i r c u l a t e the hole w i t h 
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packer f l u i d , pressure t e s t the casing annulus i n 

accordance w i t h s t a t e and f e d e r a l laws. 

Q. And you w i l l have a gauge a t the surface t o 

monitor the pressure i n the annular space? 

A. Yes. 

Q. I n t o what formation are you proposing t o i n j e c t ? 

A. We propose t o i n j e c t i n t o the Devonian. 

Q. And what i s the depth of the Devonian sands we're 

going t o be i n j e c t i n g i n t o ? 

A. Across the u n i t they run from 11,948 t o 12,178. 

This p a r t i c u l a r w e l l we propose i n j e c t i n g i n t o the i n t e r v a l 

12,085 t o 12,100. 

Q. The net thickness v a r i e s across the u n i t . Do you 

have the numbers f o r the v a r i a t i o n i n thickness? 

A. I t v a r i e s anywhere from 15 f e e t t o 75 f e e t . 

Q. And what i s the average p o r o s i t y ? 

A. Average p o r o s i t y i s 13.4 percent, and 

p e r m e a b i l i t y i s approximately 50 m i l l i d a r c i e s . 

Q. Are there other o i l - p r o d u c t i v e zones i n the 

immediate area? 

A. No. 

Q. And what i s the source of the water t h a t w i l l be 

i n j e c t e d ? 

A. I t w i l l be produced water from our lease and, i f 

necessary, other leases of other Devonian producers. 
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Q. There i s an adequate supply of water, not f r e s h 

water? 

A. Yes. 

Q. What volumes are you proposing t o i n j e c t ? 

A. We're proposing i n i t i a l l y 1000 b a r r e l s of water 

per day. 

Q. And the maximum i n j e c t i o n r a t e would be what? 

A. 1500. 

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

A. Closed system. 

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

A. I n i t i a l l y , due t o some drainage, we don't t h i n k 

t h e r e w i l l be any pressure, but i t ' s p o t e n t i a l t h a t l a t e r 

i t w i l l be under pressure. 

Q. So i n i t i a l l y , by g r a v i t y , you — What pressure 

would you propose t o use? 

A. Oh, 1000 pounds should be adequate. 

Q. Would an i n j e c t i o n pressure l i m i t a t i o n of .2 

pound per f o o t of depth t o the top of the i n j e c t i o n 

i n t e r v a l be adequate f o r Saga's purposes i n t h i s p r o j e c t ? 

A. Yes. 

Q. I f an increase was needed above t h a t l e v e l , would 

those pressure increases be j u s t i f i e d by s t e p - r a t e t e s t s 

witnessed by the Divis i o n ? 

A. Yes, they would. 
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Q. Does E x h i b i t Number 9 co n t a i n a water a n a l y s i s of 

the i n j e c t i o n f l u i d s ? 

A. Yes, i t does. I t ' s a freshwater w e l l . 

Q. I s t h a t what you're going t o be i n j e c t i n g , or i s 

t h a t water i n the area? 

A. That i s j u s t the water i n the area t h a t ' s 

c u r r e n t l y used by the ranch. 

Q. And where i s t h a t i n t h i s e x h i b i t ? 

A. I t ' s approximately — Oh, i n the e x h i b i t ? 

Q. Yes, what page? Page 21, the l a s t page? 

A. I t ' s the l a s t page. 

Q. And how close i s t h i s t o the i n j e c t i o n w e l l ? 

A. To the Number 4 i n j e c t i o n w e l l , i t ' s 

approximately a h a l f a mi l e northwest. 

Q. Are the r e any other freshwater w e l l s i n the area? 

A. No, the r e are not. There's — This w e l l has some 

Og a l l a l a freshwater production, but i t ' s very s p o t t y and 

very random, and t h i s i s one of the few w e l l s — freshwater 

w e l l s i n the area. 

Q. Are the r e any other freshwater zones i n the area? 

A. There's also some Santa Rosa, but i t ' s more 

b r a c k i s h and not potable. 

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

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

examination have you found evidence of open f a u l t s or any 
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other h y d r o l o g i c connection between the di s p o s a l or 

i n j e c t i o n zone and any underground source of d r i n k i n g 

water? 

A. No. 

Q. I n your op i n i o n , w i l l approval of t h i s 

A p p l i c a t i o n and the implementation of t h i s p r o j e c t be i n 

the best i n t e r e s t of conservation, the pre v e n t i o n of waste 

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

A. Yes. 

Q. Was E x h i b i t 9 prepared by you? 

MR. CARR: At t h i s time, Mr. Catanach, I move the 

admission of Saga E x h i b i t 9. 

EXAMINER CATANACH: E x h i b i t 9 w i l l be admitted as 

evidence. 

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

of Mr. Clement. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Clement, do you know what the c o n d i t i o n of 

the other two i n j e c t i o n w e l l s are a t t h i s p o i n t ? Are they 

mechanically sound? 

A. Yes, s i r . They're c u r r e n t w i t h a l l t e s t i n g out 

of the Hobbs o f f i c e of the OCD. 

Q. I s the r e anything t h a t needs t o be amended w i t h 

regards t o the i n t e r v a l s t h a t those w e l l s are i n j e c t i n g 
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i n t o , adding any p e r f s or changing anything i n those wells? 

A. Not a t t h i s time. 

Q. Have those w e l l s p r e t t y much been a c t i v e 

throughout the years, as f a r as you know? 

A. The Number 11 was converted t o s a l t w a t e r 

d i s p o s a l , I b e l i e v e , i n 1997, and the Number 6 i n 1998. 

Q. Okay, they're f a i r l y recent, then? 

A. Yes. 

Q. The disposal w e l l i n Section 34, t h a t ' s not going 

t o be used, r i g h t ? 

A. Yes, i t w i l l . 

Q. Okay. I s the one you want t o permit i n — The 

one you want t o permit i s i n — 

A. Section — 

Q. That's up i n 27? 

A. — 27 — 

Q. Okay. 

A. — U n i t A. 

Q. So the Number — I s t h a t Number 4? 

A. Yes, s i r . 

Q. I s t h a t an a c t i v e well? 

A. No, not a t t h i s time. 

Q. Okay, but you may convert t h a t l a t e r ; i s t h a t 

what you're saying? 

A. No, we w i l l — When the u n i t i s approved, we w i l l 
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convert the Number 4 i n Unit A t o i n j e c t i o n . 

Q. Right. What about the one i n Section 34? 

A. Yes, i t w i l l be — I n j e c t i o n w i l l resume i n t o i t 

a t the same time. 

Q. That's the one t h a t was approved by R-3 612? 

A. Yes. 

MR. CARR: Yes. 

Q. (By Examiner Catanach) Okay, there's two Number 

4's here, t h a t ' s why i t ' s a l i t t l e b i t confusing. 

A. I'm so r r y . 

Q. Now, has t h a t been i n a c t i v e f o r a while? 

A. Yes. 

Q. Do you know how long i t ' s been i n a c t i v e ? 

A. At l e a s t three years. 

Q. Probably — The a u t h o r i t y f o r t h a t w e l l i s 

probably expired. 

A. Okay. 

Q. I f t h i s u n i t i s approved and we a u t h o r i z e you t o 

i n j e c t , you may have t o make a subsequent a p p l i c a t i o n t o 

get t h a t approved a d m i n i s t r a t i v e l y . 

And have you s a t i s f i e d y o u r s e l f t h a t a l l these 

w e l l s , t he area-of-review w e l l s , are completed and cased 

and cemented adequately t o confine the i n j e c t i o n f l u i d ? 

A. Yes, I am. 

Q. How about the plugged and abandoned wells? 
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A. Yes. 

EXAMINER CATANACH: Okay, I have no t h i n g f u r t h e r 

of t h i s witness. 

MR. CARR: Mr. Catanach, t h a t concludes our 

pr e s e n t a t i o n i n t h i s case. 

EXAMINER CATANACH: Mr. Carr, one more t h i n g , i f 

you could. Could I get you t o maybe do a summary of the 

n e g o t i a t i o n process w i t h these i n t e r e s t owners — 

MR. CARR: We can do t h a t . 

EXAMINER CATANACH: — what has occurred? 

MR. CARR: The n e g o t i a t i o n s , Mr. Catanach, 

s t a r t e d back w i t h the o r i g i n a l v o l u n t a r y u n i t , and they 

were very a c t i v e a t t h a t time. 

I don't know what happened r i g h t a f t e r t he 

v o l u n t a r y u n i t , but we have been involved i n t h i s e f f o r t 

since — I be l i e v e i t was i n January of t h i s year, d u r i n g 

one of the p r o r a t i o n i n g meetings i n Midland t h a t we 

discussed going the s t a t u t o r y r o u t e . So i t ' s been the 

b e t t e r p a r t of t h i s year. 

I'11 give you a chronology showing what i n t e r e s t 

owners are inv o l v e d and what contacts have been made. 

EXAMINER CATANACH: Okay, t h a t would be h e l p f u l . 

MR. CARR: Yes, s i r , be glad t o do t h a t . 

EXAMINER CATANACH: Anything else? 

MR. CARR: That's a l l we have. 
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EXAMINER CATANACH: Okay, t h e r e being nothing 

f u r t h e r i n t h i s case, Case 12,417 and 12,418 w i l l be taken 

under advisement. 

And t h i s hearing i s adjourned. 

(Thereupon, these proceedings were concluded at 

2:57 p.m.) 
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