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1 CHAIRMAN BROOKS: Back on the record. 

2 At t h i s time w e ' l l c a l l Case Number 14874, 

3 a p p l i c a t i o n of Star O i l and Gas Company f o r 

4 a u t h o r i z a t i o n t o i n j e c t , Lea County, New Mexico. 

5 I c a l l f o r appearances, please. 

6 MR. HALL: Mr. Examiner, Scott H a l l , 

7 Montgomery & Andrews Law Firm, Santa Fe, appearing 

8 on behalf of the a p p l i c a n t Star O i l and Gas, w i t h 

9 one witness today. 

10 (Witness sworn.) 

11 MOHAMMED YAMIN MERCHANT, 

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

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

14 EXAMINATION 

15 BY MR. HALL: 

16 Q. For the record, s t a t e your name. 

17 A. Mohammed Yamin Merchant. 

18 Q. Mr. Merchant, where do you l i v e and by 

19 whom are you employed? 

20 A. Hobbs, New Mexico. I'm employed by Penroc 

21 O i l Corporation, i n Hobbs. 

22 Q. I n what capacity f o r Penroc? 

23 A. I'm president of Penroc. 

24 Q. What i s your r e l a t i o n s h i p t o Star O i l and 

25 Gas? 
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1 A. F i r s t , we are f a m i l y f r i e n d s . Second, I'm 

2 working on h i s behalf t o get t h i s d i s p o s a l 

3 a p p l i c a t i o n through the process. 

4 Q. You're authorized t o t e s t i f y on behalf of 

5 Star? 

6 A. I'm authorized t o t e s t i f y f o r Star and 

7 have a l e t t e r t o t h a t e f f e c t w i t h me. 

8 Q. Okay. You've p r e v i o u s l y t e s t i f i e d before 

9 the d i v i s i o n , but I t h i n k i t ' s been some time. I f 

10 you would, review your educational background and 

11 work experience f o r the Examiner. 

12 A. Yes. I t e s t i f i e d when I had h a i r , so t h a t 

13 was many moons ago. 

14 I got a degree i n chemical engineering 

15 from the School of Mines i n South Dakota. I worked 

16 w i t h Getty O i l f o r f i v e years. 

17 Since 1980, I've been independent, have 

18 b u i l t and s o l d several companies, operated as many 

19 as 450 w e l l s i n Lea and Eddy County and Andrews and 

20 Ector County, Texas. 

21 MR. HALL: A l l r i g h t . At t h i s p o i n t , 

22 Mr. Examiner, we would o f f e r Mr. Merchant as 

23 q u a l i f i e d t o express o p i n i o n testimony as an expert 

24 e n g i n e e r / o i l f i e l d engineer. 

25 CHAIRMAN BROOKS: So q u a l i f i e d . 
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Q. (By Mr. H a l l ) Mr. Merchant, you're 

2 f a m i l i a r w i t h the a p p l i c a t i o n t h a t ' s been f i l e d i n 

3 t h i s case? 

4 A. Yes, s i r , I am. 

5 Q. And the lands t h a t are the subject of the 

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

7 A. Yes, s i r , I am. 

8 Q. Would you e x p l a i n t o the Examiner what 

9 Star i s seeking by t h i s a p p l i c a t i o n ? 

10 A. What Star i s t r y i n g t o do i s take t h i s 

11 w e l l , New Mexico State A Number 1, located i n 

12 Section 25, 16/33, Lea County, New Mexico, and 

13 convert t h a t w e l l t o s a l t w a t e r d i s p o s a l . 

14 The w e l l c u r r e n t l y i s submarginal, b a r e l y 

15 makes 3 MCF a day. And i f -- i f we don't convert t o 

16 d i s p o s a l , we're going t o end up -- they're going t o 

17 end up plugging i t . And t h a t ' s -- t h a t ' s what we're 

18 seeking, i s a s a l t w a t e r disposal approval. 

19 Q. A l l r i g h t . Did Star f i r s t make 

20 a p p l i c a t i o n f o r a d m i n i s t r a t i v e approval of the well? 

21 A. Yes, we d i d . 

22 Q. And are we appearing here today at the 

23 request of the d i v i s i o n t o put t h i s case on the 

24 record? 

25 A. As f a r as I know, t h a t i s c o r r e c t . 
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2 E x h i b i t 1. 

3 Is t h i s a copy of the C-108 a p p l i c a t i o n 

4 t h a t i s f i l e d on behalf of Star? 

5 CHIEF ENGINEER EZEANYIM: Yes. Mr. H a l l , 

6 l e t me -- I'm s o r r y about t h a t . 

7 Why are we here today? 

8 MR. HALL: We were d i r e c t e d t o come t o 

9 hearing by Mr. Jones. There was no o b j e c t i o n from 

10 any other operator or i n t e r e s t owner, but simply at 

11 the d i r e c t i o n of Mr. Jones. 

12 CHIEF ENGINEER EZEANYIM: Okay. And maybe 

13 the testimony w i l l r e v e a l why he d i d t h a t , r i g h t ? 

14 MR. HALL: I t may. There i s -- the 

15 a p p l i c a t i o n i s f o r i n j e c t i o n t o the Wolfcamp 

16 formation. 

17 CHIEF ENGINEER EZEANYIM: Okay. 

18 MR. HALL: And there i s -- Wolfcamp 

19 production i s l a r g e l y depleted, but Mr. Merchant 

20 w i l l e x p l a i n . 

21 CHIEF ENGINEER EZEANYIM: Okay. I see the 

22 reason why now. Okay. Go ahead. 

23 Q. (By Mr. H a l l ) Let's look at E x h i b i t 1. 

24 Did you a s s i s t i n the p r e p a r a t i o n of the 

25 C-108 a p p l i c a t i o n ? • 
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1 A. Yes, s i r , I d i d . 

2 Q. Okay. Why don't you e x p l a i n how t h i s 

3 i n t e r v a l of the Wolfcamp formation was selected f o r 

4 i n j e c t i o n . 

5 A. Two reasons -- maybe thr e e . 

6 The f i r s t one i s the w e l l i s depleted. 

7 I t ' s going t o be plugged. I t ' s going t o be a loss 

8 t o the operator, t o the s t a t e , t o the taxpayers of 

9 New Mexico. 

10 Second, there's already a disposal w e l l 

11 t h a t e x i s t s . We are located i n u n i t l e t t e r K of 

12 Section 25. There's a disposal w e l l i n u n i t l e t t e r 

13 O i n the same formation. 

14 And t h i r d , sometime i n the l i f e of 

15 i n j e c t i n g f l u i d i n the subject w e l l -- I mean, we've 

16 p u l l e d out almost 7 t o 8 m i l l i o n b a r r e l s of BOE, a l l 

17 water plus -- plus gas. And some day i t might help 

18 the o f f s e t t i n g w e l l s . I don't know how long i t w i l l 

19 take t o -- i t might take ten years at the current 

20 p r o j e c t e d r a t e of di s p o s a l . I t might help the 

21 o f f s e t t i n g production, but I can't s i t here and t e l l 

22 you when. 

23 So there are three -- three reasons. 

24 Q. I s there an in c r e a s i n g demand f o r disposal 

25 w e l l f a c i l i t i e s i n t h i s area? 
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1 A. The w e l l l o c a t e d i n Section 25, i n u n i t 

2 l e t t e r 0, i s a dis p o s a l w e l l operated by another 

3 water h a u l i n g company based out of Maljamar, 

4 New Mexico, outside of Lovington, and t h a t i s 

5 s t r i c t l y f o r t h e i r own t r u c k s . 

6 There are other disposals i n Loco H i l l s , 

7 n o r t h of Lovington. At the cu r r e n t r a t e of a c t i v i t y 

8 i n the o i l f i e l d , the tr u c k s -- there's not enough 

9 places t o go w i t h the water. 

10 As l a t e as Saturday I was t a l k i n g t o one 

11 of the companies i n Lovington t h a t s a i d t h e i r t r u c k s 

12 have t o wait t h r e e , f o u r , f i v e , s i x hours i n l i n e t o 

13 dispose of water which, i n t u r n , costs money t o the 

14 operators. Of course as a service c o n t r a c t o r they 

15 b i l l i t out, so there's a b i g need f o r i t at the 

16 moment. 

17 Q. Let's t a l k about the s p e c i f i c w e l l . I f we 

18 t u r n t o E x h i b i t 1 and look under Tab A, two pages 

19 under Tab A, are these w e l l bore schematics f o r the 

2 0 w e l l you want t o convert? 

21 A. That i s c o r r e c t . I t ' s New Mexico A Number 

22 1. That i s the w e l l . 

23 Q. A l l r i g h t . Why don't you discuss f o r the 

24 Examiner the casing and su b m i t t i n g program t h a t you 

25 see and where you have located p e r f o r a t i o n s . 
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1 A. The w e l l was d r i l l e d by P h i l l i p s 

2 Petroleum. As we can see from the sketch, the 

3 surface casing i s cemented t o surface, the 

4 intermediate i s cemented t o surface i n 9 and 5/8 

5 casing. The 5 and a h a l f i s -- cement i s brought up 

6 i n s i d e the 9 and 5/8, 5 and a h a l f annulus. 

7 The p e r f o r a t i o n s , of course, are almost 

8 two miles away, two miles down, from 10720 t o 10808 

9 i n the Wolfcamp, which i s the same zone where the 

10 o f f s e t operator i s disposing water at the moment. 

11 Q. A l l r i g h t . Are you planning t o add new 

12 p e r f o r a t i o n s ? 

13 A. We're not planning t o add anything t o i t . 

14 Q. So the second page under Tab A, what does 

15 t h a t show us? 

16 A. I t shows t h a t i f the approval i s granted 

17 f o r a s a l t w a t e r disposal w e l l , of course the w e l l 

18 c o n f i g u r a t i o n would stay the same except w e ' l l have 

19 7/8 i n t e r n a l l y p l a s t i c - c o a t e d t u b i n g , which i s ready 

20 t o go, by the way, at the moment. We'll be 

21 disposing under a n i c k e l - c o a t e d packer set at le a s t 

22 100 f e e t above the p e r f s and disposing Wolfcamp 

23 p e r f s from 720 t o 10808. 

24 Q. W i l l you be i n j e c t i n g under pressure? 

25 A. Based on the depleted nature of the 
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1 r e s e r v o i r we don't expect any pressure i n i t i a l l y . 

2 Based on the w e l l l o c a t e d i n u n i t l e t t e r O belonging 

3 t o the o f f s e t operator, i t ' s on a vacuum f o r the 

4 l a s t f i v e years, so we do not expect any pressure ' 

5 i n i t i a l l y . But over the course of time i t ' s 

6 possible, yes. \ 

7 Q. A l l r i g h t . Do you expect t h a t the w e l l ! 

8 w i l l be equipped w i t h a back-pressure valve? | 

9 A. Yeah. We do t h a t as a p r a c t i c e t o a l l of 

10 our i n j e c t i o n - d i s p o s a l w e l l s , t o have Murphy 

11 switches where they won't get anywhere close t o the | 

12 maximum pressure allowed. 

13 Q. T e l l us about the average maximum 

14 i n j e c t i o n r a t e s you expect t o see. 

15 A. I t a l l depends on the market. The w e l l 

16 probably w i l l take 1,300 b a r r e l s -- t h a t ' s 10 loads 

17 a day, 10 tr u c k l o a d s . So i t ' s -- 10 times 130 i s j 

18 1,300 b a r r e l s a day. ! 

19 I f you put 20 loads i n i t , t h a t w i l l be j 

20 2,600 b a r r e l s a day. I t a l l depends what's i 

21 a v a i l a b l e from the various operators from Maljamar 

22 t o Buckeye t o Lovington. J 

23 Q. And what i n j e c t i o n pressures are you j 

I 
24 asking f o r ? 
25 A. We are ask ing f o r the maximum al lowed of 
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1 2200 PSIG. Once again, based on the o f f s e t w e l l we 

2 d i d n ' t expect any pressure i n i t i a l l y . 

3 Q. Okay. And t h i s w i l l be an open commercial 

4 system? 

5 A. I t w i l l -- i t w i l l be open t o the p u b l i c , 

6 yes. 

7 Q. Can you discuss f o r the Hearing Examiner 

8 the chemical a n a l y s i s f o r the i n j e c t i o n f l u i d s ? 

9 A. The i n j e c t i o n f l u i d s w i l l be from the 

10 San Andres, from the Grayburg, from the Wolfcamp, 

11 from the Abo. There's a Yeso play going on around 

12 Maljamar and Loco H i l l s . There's a l o t of water 

13 coming from there. ( 

14 A l o t of the water w i l l be flowback water 

15 from the f r a c k f l u i d s , so -- and i t ' s a l l compatible 

16 w i t h what goes i n t h i s formation. 

17 Q. I s the water a n a l y s i s found under Tab D of 

18 E x h i b i t 1? 

19 A. The water a n a l y s i s , t h a t i s the -- t h a t ' s 

2 0 D, r i g h t ? 

21 Q. D as i n d e l t a . 

22 A. Right. That's the water a n a l y s i s from the 

23 Wolfcamp zone showing the c h l o r i d e s , s u l f a t e s , 

24 whatnot. 

25 Q. L e t ' s t a l k about the Wolfcamp f o r m a t i o n . 
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1 Did you o b t a i n a r e p o r t from a g e o l o g i s t j 

2 f o r t h i s p r e s e n t a t i o n today? 

3 A. Yeah. Our g e o l o g i s t i s a c o n s u l t i n g j 

4 g e o l o g i s t based out of Midland, Texas, 84 years ! 

5 young. He's worked i n Southeast New Mexico 

6 p r a c t i c a l l y a l l h i s l i f e . And there i s a l i t t l e | 

7 writeup from him, i f I may jump t o t h a t . | 
8 Q. Yes. That's E x h i b i t Number 2. 

9 What's the g e o l o g i s t ' s name? 

10 A. Glen Love. I 

11 Q. Okay. Would you e x p l a i n h i s conclusions? 

.12 A. Glen's conclusion i s t h a t t h i s i s a 

13 carbonated r e s e r v o i r . I t ' s depleted. And based on | 

14 the o f f s e t p roduction and the production from t h i s 

15 w e l l -- the w e l l i s noncommercial. Of course i t i s 

16 noncommercial based on d o l l a r s and cents. We've 

17 t r i e d t o produce i t and make 3 MCF a day, which i s 

18 not going t o make anybody anything. J 

19 And i f the water i s disposed i n t h i s j 

20 r e s e r v o i r , based on the w e l l c o n f i g u r a t i o n , based on J 

21 the o f f s e t d i s posal w e l l , i t w i l l not a f f e c t any of | 

22 the o f f s e t producers. 

23 Long term i t may, f o r the b e t t e r -- i t may J 

I 
24 take 7 t o 8 m i l l i o n b a r r e l s of water t o f i l l up the 1 J 
25 r e s e r v o i r be fo re you see any - - any e f f e c t t o the j 
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1 o i l p roduction. 

2 Q. What were Mr. Love's observations w i t h 

3 respect t o the p e r m e a b i l i t y and p o r o s i t y throughout 

4 the area? 

6 from one w e l l t o the other. I t ' s not continuous. 

7 Some w e l l s , i f you -- there's a cross-section he 

8 prepared. I f you look at i t , some w e l l s only 

9 p e r f o r a t e 5 f e e t , some w e l l s they p e r f o r a t e 35 f e e t . 

10 So i t ' s not a continuous zone a l l the way across. 

11 Q. A l l r i g h t . We haven't provided the 

12 cross-section y e t . Why don't we d i s t r i b u t e t h a t t o 

13 the Hearing Examiner and e x p l a i n t h a t , please. 

14 MR. HALL: Mr. Examiner, we haven't marked 

15 t h a t , but w e ' l l r e f e r t o i t as E x h i b i t Number 3. 

16 Q. (By Mr. H a l l ) T e l l us what we're 

17 observing on the cross-section here, i n the context 

18 of Mr. Love's r e p o r t . 

19 A. I t ' s shown -- showing the top of the 

20 Wolfcamp t o the base of the Wolfcamp. I t also shows 

21 the cumes of o i l , gas, and water. I t also shows the 

22 data, which year the w e l l s were d r i l l e d , where the 

23 casings were set. 

24 And i t also -- on the bottom of the paper 

25 i t shows the cumes on o i l , gas, and water on a l l the 

5 A. I t ' s -- i t ' s not c o n s i s t e n t . I t v a r i e s 
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1 w e l l s w i t h i n the h a l f - m i l e r a d i u s . 

2 Q. Okay. Did Mr. Love also prepare a 

3 s t r u c t u r e map i n co n j u n c t i o n w i t h t h i s ? 

4 A. He d i d not prepare i t himself. The 

5 s t r u c t u r e map came o f f of the Roswell Geological 

6 Society Handbook from -- t h a t ' s where i t came from. 

7 Q. Okay. Does t h i s demonstrate the 

8 h o r i z o n t a l extent of the i n j e c t i o n ? 

9 A. As the s t r u c t u r e map shows -- I can't f i n d 

10 i t i n mine. 

11 Q. I t ' s attached t o E x h i b i t 2, h i s r e p o r t , 

12 the l a s t page of t h a t . 

13 A. The s t r u c t u r e map shows t h a t we are --

14 we're b a s i c a l l y on the extreme west/southwest end of 

15 the f i e l d . So i t ' s l i k e -- once again, i t ' s at the 

16 lower p a r t of the s t r u c t u r e . That's where i t would 

17 be disposing i n , o f f s e t t i n g the cur r e n t disposal 

18 w e l l , which i s i n u n i t l e t t e r 0. 

19 Q. You po i n t e d out the cume production data 

20 shown on the cross- s e c t i o n . What does t h i s t e l l us 

21 about the f u t u r e p r o d u c t i v i t y f o r the Wolfcamp area 

22 r i g h t here? 

23 A. Well, f u t u r e -- as i t stands today, i f you 

24 t a l k about the f u t u r e , i f you keep producing the way 

25 these w e l l s are being produced, the o f f s e t t i n g w e l l s 
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1 are averaging 3, 4, 5 MCF a day, j u s t casinghead 

2 gas. 

3 I f you say f u t u r e , i f some day 2 0 years 

4 down the road, i f these w e l l s -- the water we i n j e c t 

5 makes an e f f e c t t o the o f f s e t t i n g w e l l s , f i l l up the 

6 r e s e r v o i r 7 t o 10 m i l l i o n b a r r e l s of f l u i d , i t might 

7 help some of the o f f s e t t i n g w e l l s . But i t depends 

8 on how we def i n e the f u t u r e . 

9 CHIEF ENGINEER EZEANYIM: A l l r i g h t . How 

10 much o i l do you produce now? 

11 THE WITNESS: I'm sorry? 

12 CHIEF ENGINEER EZEANYIM: How much o i l has 

13 been produced? You s a i d 3 t o 5 MCF. How much o i l 

14 has been produced? 

15 THE WITNESS: How much o i l has been 

16 produced from a l l the wells? 

17 CHIEF ENGINEER EZEANYIM: Yes. 

18 THE WITNESS: Roughly about 5 m i l l i o n 

19 b a r r e l s . 

20 CHIEF ENGINEER EZEANYIM: I mean not --

21 not -- I'm not t a l k i n g about the cume. Currently, 

22 the production t h a t ' s going on now, how much? 

23 THE WITNESS: C u r r e n t l y from the subject 

24 well? 

25 CHIEF ENGINEER EZEANYIM: No, not on the 
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1 subject w e l l , from the w e l l s i n the area. 

2 THE WITNESS: From the w e l l s i n the area 

3 i t ' s about 55 b a r r e l s a day. 

4 CHIEF ENGINEER EZEANYIM: 55 b a r r e l s a 

5 day? 

6 THE WITNESS: MGM Operating i s the 

7 operator of a l l the w e l l s t o the west -- t o the 

8 east, t o the n o r t h , t o the northeast, and they 

9 average about 55 b a r r e l s a day. 

10 CHIEF ENGINEER EZEANYIM: That's w i t h i n 

11 about a h a l f mile i n your review, r i g h t ? 

12 THE WITNESS: No, t h a t ' s even going 

13 f u r t h e r . 

14 CHIEF ENGINEER EZEANYIM: What i s the 

15 c u t o f f going back? 

16 THE WITNESS: Going back b e t t e r than two 

17 miles -- two miles or so. Wi t h i n a h a l f - m i l e radius 

18 the c u r r e n t p r o d u c t i o n -- the o i l production i s , 

19 l i k e , 3 t o 4 b a r r e l s a<day. 

20 CHIEF ENGINEER EZEANYIM: Okay. Let's 1 

21 take two miles. How much do you t h i n k i t is? 

22 THE WITNESS: MGM -- I can only t e l l you 

23 MGM i s producing 55 b a r r e l s a day. 

24 CHIEF ENGINEER EZEANYIM: And t h a t ' s 

25 w i t h i n the two-mile area, r i g h t ? 

i 
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1 THE WITNESS: Yes. 

2 CHIEF ENGINEER EZEANYIM: Okay. Good. 

3 How many w e l l s are we t a l k i n g about i n 

4 that? 

5 THE WITNESS: About 23 -- 22, 23 w e l l s . 

6 CHIEF ENGINEER EZEANYIM: But t h i s i s 

7 going t o the h a l f - m i l e area and produces about 5 

8 b a r r e l s day, a l l the wells? 

9 THE WITNESS: I don't b e l i e v e they're even 

10 making 5 b a r r e l s a day, because none of them are 

11 producing o i l . They're a l l s t r i c t l y producing a 

12 l i t t l e gas o f f the casing. 

13 CHIEF ENGINEER EZEANYIM: I j u s t wanted t o 

14 under- -- whi l e you're here, your cume i s gas i n 

15 MCF? 

16 THE WITNESS: I t ' s got -- b a r r e l s of o i l 

17 on the top. 

18 CHIEF ENGINEER EZEANYIM: Yeah, I know 

19 t h a t . 

2 0 THE WITNESS: Right. 

21 CHIEF ENGINEER EZEANYIM: Gas, i s t h a t i n 

22 MCF? 

23 THE WITNESS: Gas i s i n MCF, yes. 

24 CHIEF ENGINEER EZEANYIM: Okay. I l i k e 

25 u n i t s . I l i k e t o make u n i t s so I know what I'm 
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1 t a l k i n g about. 

2 THE WITNESS: I t i s MCF. 

3 CHIEF ENGINEER EZEANYIM: A l l r i g h t . 

4 Thank you. 

5 Q. (By Mr. H a l l ) I f y o u ' l l look at your 

6 cross-section you w i l l see t h a t --

7 I'm so r r y . Were you fi n i s h e d ? 

8 A. Since he asked me about question on the 

9 average production, I was going t o p u l l t h a t 

10 production curve on the New Mexico A. 

11 CHIEF ENGINEER EZEANYIM: Yes, please do. 

12 THE WITNESS: The one i n green i s the o i l 

13 production. As you can see, i t ' s here. I t ' s 100 

14 b a r r e l s of o i l per month. So f o r the l a s t 13 years 

15 t h i s i s averaging -- i t was averaging 3 b a r r e l s a 

16 day, and then i t went t o nothing. 

17 And then i t -- brought i t back on, he was 

18 doing 2 t o 3 b a r r e l s a day, and now i t ' s back t o 

19 nothing. So a l l i t ' s doing i s r i g h t here, l i k e 3 or 

20 4 MCF a day. 

21 CHIEF ENGINEER EZEANYIM: And t h i s i s 

22 w i t h i n the two-mile, three-mile area? 

23 THE WITNESS: This i s the subject w e l l . 

24 CHIEF ENGINEER EZEANYIM: Oh, Okay. 

25 THE WITNESS: The w e l l s w i t h i n a h a l f a 
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1 mile radius are -- b a s i c a l l y , you w i l l see the same 

2 t r a i t . 

3 CHAIRMAN BROOKS: How many w e l l s are 

4 w i t h i n t h a t t h a t are producing? 

5 THE WITNESS: You're probably t a l k i n g 

6 about f i v e . 

7 CHIEF ENGINEER EZEANYIM: We'll go t o t h a t 

8 area of review, anyway. I s t h a t p a r t of the 

9 e x h i b i t s ? 

10 THE WITNESS: I can get you a copy of 

11 t h a t . I t ' s not a problem. 

12 MR. HALL: Mr. Examiner, i f y o u ' l l look at 

13 the second page of E x h i b i t 2 i t has the h a l f - m i l e 

14 and two-mile areas of review on there w i t h the w e l l s 

15 located i n the r e . 

16 THE WITNESS: That's E x h i b i t B. 

17 MR. HALL: I t ' s E x h i b i t 2. 

18 CHIEF ENGINEER EZEANYIM: I s t h a t B or B2, 

19 w i t h your l e t t e r behind i t ? 

2 0 THE WITNESS: Yeah. That i s the e x h i b i t 

21 you're l o o k i n g a t , Examiner. 

22 And i f y o u ' l l n o t i c e , the w e l l number --

23 the w e l l immediately east of the subject w e l l , i t ' s 

24 plugged. I t ' s plugged and abandoned. The w e l l 

25 f u r t h e r east of i t i s plugged and abandoned. That's 
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1 i n --

2 CHIEF ENGINEER EZEANYIM: Do you have 

3 those i n a form -- of the area w i t h i n a h a l f a mile 

4 the w e l l s and the studies? Do you have that? 

5 MR. HALL: They are -- i f y o u ' l l look 

6 under Tab C. 

7 CHIEF ENGINEER EZEANYIM: Okay. Are these 

8 review wells? 

9 THE WITNESS: Yes. 

10 CHIEF ENGINEER EZEANYIM: Okay. 

11 THE WITNESS: There are f i v e w e l l s i n the 

12 h a l f - m i l e area f o r review. 

13 CHIEF ENGINEER EZEANYIM: Those f i v e t h a t 

14 you h i g h l i g h t e d , r i g h t ? 

15 THE WITNESS: Yes. 

16 CHIEF ENGINEER EZEANYIM: The r e s t are 

17 outside the area of t h i s ? 

18 THE WITNESS: I'm sorry? 

19 CHIEF ENGINEER EZEANYIM: The r e s t are 

2 0 w i t h i n two miles. The r e s t are -- f o r Number 6 t o 

21 Number 17 are w i t h i n the two-mile area of review? 

22 THE WITNESS: Yeah. 17 w e l l s i n the 

23 two-mile --

24 CHAIRMAN BROOKS: I t ' s w i t h i n a one-mile 

25 area o f rev iew. 
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CHIEF ENGINEER EZEANYIM: I t ' s one mile. 

2 Okay. 

3 THE WITNESS: Three of the f i v e w e l l s i n 

4 the area of review i n the h a l f - m i l e radius are 

5 plugged. 

6 CHAIRMAN BROOKS: So t h a t leaves two t h a t 

7 are producing? 

8 THE WITNESS: That leaves two t h a t are 

9 producing, but ma r g i n a l l y . 

10 CHIEF ENGINEER EZEANYIM: But I see a c t i v e 

11 three -- about two, thr e e , f o u r , a c t i v e . Are there 

12 any t h a t have been plugged out of those three? 

13 I f y o u ' l l look at one, two, three, f o u r , 

14 f i v e , Number 1 i s plugged and Number 5 i s plugged. 

15 The r e s t i s a c t i v e . 

16 THE WITNESS: I'm not sure --

17 CHIEF ENGINEER EZEANYIM: I mean, i f you 

18 look at t h a t t a b l e f o r me there, i f y o u ' l l look at 

19 Wells Number 1 through 5. 

20 THE WITNESS: Right. 

21 CHIEF ENGINEER EZEANYIM: A l l r i g h t . 

22 Number 1 i s plugged, r i g h t . Peemie (phonetic) i s 

23 plugged, r i g h t ? 

24 THE WITNESS: Peemie i s producing, yes. 

25 CHIEF ENGINEER EZEANYIM: Oh, Peemie i s 

PAUL BACA PROFESSIONAL COURT REPORTERS 
740bcc7d-d960-466f-a101 -a8b20f751 f42 



j 

Page 22 j 
1 producing. 

2 THE WITNESS: Number 1 i s the w e l l which 

3 we are here f o r . 

4 CHAIRMAN BROOKS: Okay. And 2 i s 

5 abandoned? 

6 THE WITNESS: Yeah. Number 2 i s 

7 abandoned, Number 3 i s abandoned, Number 4 i s 

8 abandoned. 

9 CHIEF ENGINEER EZEANYIM: Okay: 

10 CHAIRMAN BROOKS: Okay. 

11 Q. (By Mr. H a l l ) How long have these w e l l s 

12 been producing? 

13 A. Since the l a t e '50s. 

14 Q. And w i t h the cume volumes t h a t have been 5 

15 produced, what e f f e c t does t h a t have on o i l / w a t e r 

16 contact? 
i 

17 A. Well, normally, i n most -- i n a l l cases, 

18 most cases, the o i l / w a t e r contact should go up. But 

19 the k i n d p r o d u c t i o n we've had over the l a s t 50, 60 

20 years, an increase. Water contact has gone up. 

21 Q. A l l r i g h t . And i s i t your opin i o n t h a t 

22 f u r t h e r i n j e c t i o n w i l l have a b e n e f i c i a l e f f e c t on 

23 the remaining Wolfcamp produ c t i o n i n the area? 

24 A. As I sa i d e a r l i e r , there's been -- 6 t o 

25 7 m i l l i o n b a r r e l s of o i l have been recovered from 
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1 these w e l l s . And based on the i n j e c t i o n volumes we 

2 are t a l k i n g about i t might take ten years t o put 

3 t h a t much volume back i n the r e s e r v o i r , and some day 

4 i t might a f f e c t i t f o r the b e t t e r . 

5 CHIEF ENGINEER EZEANYIM: Why don't we 

6 throw out t h a t i n f o r m a t i o n , because t h a t ' s r e a l l y 

7 the crux of t h i s matter. 

8 Have we t r i e d any secondary recovery 

9 processes i n t h i s area? 

10 THE WITNESS: I'm sorry? 

11 CHIEF ENGINEER EZEANYIM: Secondary 

12 recovery, have we t r i e d them? Have we designed 

13 secondary recovery? Have we t r i e d i t i n t h i s area? 

14 THE WITNESS: Nobody has t r i e d i t , t o my 

15 knowledge. The curr e n t operator has -- doesn't have 

16 any plans. I t a l k e d t o him on the phone, and I went 

17 down p e r s o n a l l y and t a l k e d t o him i n Midland, and he 

18 said, "We don't have any plans whatsoever t o do 

19 anything." 

20 CHIEF ENGINEER EZEANYIM: W e l l , t h e y t h i n k 

21 t h e y d o n ' t have any p l a n s t o p roduce a n y t h i n g , 

22 r i g h t ? I s t h a t what t h e y s a id? 

23 THE WITNESS: Yeah. He d i d n ' t say why. 

24 I t ' s j u s t - - y o u know, i t ' s 11 ,000 f e e t deep. And 

25 t o a c t i v a t e mopping and t o a c t i v a t e a secondary 
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1 recovery and f i n d t h a t k i n d of water t o go back i n 

2 the ground, I t h i n k i t ' s going t o be a monumental 

3 task i f i t ever happens. 

4 This could be a good p i l o t . I may be dead 

5 by t h a t time, but i t may be a good p i l o t f o r 

6 p r o t e c t i n g 1,300 b a r r e l s of water a day i n the 

7 ground or 3,000 b a r r e l s a day, and ten years down 

8 the road we might see some r e s u l t s . 

9 CHIEF ENGINEER EZEANYIM: You are making a 

10 good p o i n t t h e r e . Okay. Go ahead. 

11 THE WITNESS: They a l l are s t a t e -- they 

12 a l l are s t a t e leases, so i t does b e n e f i t somebody. 

13 Q. (By Mr. H a l l ) Mr. Merchant, i s there any 

14 non-Wolfcamp produ c t i o n w i t h i n the area of review 

15 above the Wolfcamp formation? 

16 A. W i t h i n the h a l f a mile o r . .. 

17 Q. Yes. 

18 A. W i t h i n h a l f a mile there's no shallow 

19 production. W i t h i n the h a l f a mile the deeper i s a 

20 Morrow. At 12,000 f e e t i t shows up on t h i s e x h i b i t 

21 t h a t -- t h i s map we had a l i t t l e w h ile ago. 

22 I t ' s i n u n i t l e t t e r H, i n Section 25. 

23 Where you see those two dots, one i s a Wolfcamp 

24 w e l l -- or was. I t ' s plugged. 

25 And the other one i s a Morrow w e l l . I t ' s 
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1 made a l i t t l e over a BCF of gas. I t ' s produced at 

2 about 100 MCF a day now on a low-pressure p i p e l i n e . 

3 Q. A l l r i g h t . And we have i d e n t i f i e d the 

4 we l l s w i t h i n the area of review under Tab C. 

5 Under t h a t f i r s t page, i s t h a t a 

6 comp i l a t i o n of a l l of the w e l l bore schematics f o r 

7 a l l of those w e l l s w i t h i n the AOR? 

8 A. Yes, s i r , i t i s . 

9 Q. And by r e f e r r i n g back t o the f i r s t page, 

10 can we see which w e l l s a c t u a l l y penetrate the 

11 Wolfcamp? 

12 A. They a l l have. 

13 Q. And i s there any deeper production i n the 

14 Wolfcamp, the AOR? 

15 A. As I mentioned j u s t a few minutes ago, 

16 r i g h t on the edge of the h a l f a mile area of review 
j 

17 i n u n i t l e t t e r H i s the Morrow w e l l of Cimarex j 

18 today. Once again I'm repeating, but i t made a I 

19 l i t t l e over a BCF of gas, makes i t an MCF a day. J 

I 
20 Q. A l l r i g h t . When you reviewed the w e l l j 

21 bore schematics and the i n f o r m a t i o n t h a t you had 

22 a v a i l a b l e t o you on the w e l l s w i t h i n the AOR, were I 

i 
23 they -- were the data s u f f i c i e n t t o allow you t o j 

24 determine the c o n d i t i o n of the casing and the --

25 a c c u r a t e l y c a l c u l a t e the Smith tops? 
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1 A. That data came from the OCD f i l e s by j 

2 website. And i f t h a t wasn't the case, I wouldn't be j 

3 s i t t i n g here today. 

4 Q. A l l r i g h t . Did you see any evidence of I 

5 any casing lengths at a l l ? j 

6 A. I have been o p e r a t i n g t h a t area since 

7 1980, and we've never had any casing issues. I 

8 t a l k e d t o Greg Mousey (pho n e t i c ) , who operates the 

9 unit, and he has never had any casing problems. > 

10 Q. Okay. And i s t h i s the Kemnitz Wolfcamp [ 

11 u n i t ? 1 

12 A. I t i s the Kemnitz Wolfcamp u n i t , yes. 

13 Q. A l l r i g h t . Are you s a t i s f i e d t h a t the 

14 c o n d i t i o n s of the w e l l s w i t h i n the AOR are such t h a t 

15 none of them w i l l act as a conduit f o r f l u i d s from 

16 the i n j e c t i o n i n t e r v a l t o f r e s h water aquifers? j 

17 A. I'm a b s o l u t e l y sure, because the r e s t i s 

18 up t o God. But I'm sure there won't be any issues 

19 i f we're allowed t o dispose i n there. 

20 Q. Would you i d e n t i f y a l l the freshwater 

21 a q u i f e r s w i t h i n the AOR? I 

22 A. There are -- there were several w e l l s 

23 d r i l l e d back i n the '50s by the various operators I 

24 t h a t would d r i l l these w e l l s as supply w e l l s . 

25 To my knowledge, they a l l have been 
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1 plugged. There may be one -- one w e l l which i s used 

2 f o r supply of stock water. And the f r e s h water over 

3 there i s between 150 t o 200 f e e t deep. 

4 Q. A l l r i g h t . Let's look at Tab D. 

5 We have covered t h a t . Did you opine 

6 t h a t -- whether there are any c o m p a t i b i l i t y issues 

7 w i t h the disposal f l u i d s and Wolfcamp formation 

8 water? 

9 A. You know, I was in v o l v e d i n the o f f s e t t i n g 

10 d isposal w e l l i n u n i t l e t t e r 0 operated by Ken Moore 

11 from Maljamar. And h i s w e l l s do not have any issue 

12 w i t h a l l the t r u c k water coming i n from d i f f e r e n t 

13 formations. 

14 So based on t h a t we w i l l be doing the same 

15 t h i n g . So i f he don't have an issue, we should not 

16 have an issue. 

17 Q. A l l r i g h t . Let's look a t Tab F. 

18 What are the m a t e r i a l s under Tab F? 

19 A. Legal n o t i c e , i s t h a t what you have, Tab 

20 F, l e g a l notice? 

21 Q. Yes. 

22 A. That was the ad we put i n the paper i n the 

23 Hobbs News-Sun, as a general p r a c t i c e o f the 

24 r e g u l a t i o n , t o - - t h a t we ' re going t o do t h i s 

25 d i sposa l w e l l . 
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1 Q. Does Tab F also include a l i s t of a l l the 

2 p a r t i e s you n o t i f i e d of t h i s a p p l i c a t i o n ? 

3 A. Yes, i t does. I t includes the State of 

4 New Mexico, the o f f s e t operators, which i n t h i s case 

5 i s Ken Moore and Magnum Hunter, which i s Cimarex, 

6 now. So they were a l l n o t i f i e d . 

7 Q. Did you receive any o b j e c t i o n s t o the 

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

9 A. There are no o b j e c t i o n s . 

10 Q. Let's look at the l a s t e x h i b i t , E x h i b i t 4. 

11 T e l l us what t h a t i s , the very l a s t . 

12 A. The l e t t e r from the MGM? 

13 Q. Yes. 

14 A. Yeah. We t a l k e d t o Greg, Mr. Mousey, on 

15 the phone more than once, and then went t o see him 

16 i n Midland. And he sent t h i s l e t t e r out by e-mail. 

17 And as he t o l d me p e r s o n a l l y , he said, " I f I had a 

18 problem I would have objected t o i t the f i r s t time 

19 when you asked f o r a d m i n i s t r a t i v e approval. There 

20 are no o b j e c t i o n s . " 

21 And he r e a l i z e s the f a c t t h a t some day i t 

22 might help the o f f s e t w e l l s . 

23 Q. A l l r i g h t . Mr. Merchant, i n your opinion, 

24 can t h i s p r o j e c t be operated so t h a t the i n j e c t e d 
25 f l u i d s remain w i t h i n the i n j e c t i o n i n t e r v a l ? 
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1 A. Well, based on the c o n s t r u c t i o n of the 

2 subject w e l l , based on a l l the o f f s e t w e l l s , proper 

3 casing, proper cementing, I f i r m l y b e l i e v e t h a t 

4 there w i l l not be a -- t o the negative e f f e c t . 

5 Q. A l l r i g h t . And can the p r o j e c t be 

6 operated so t h a t there w i l l be no t h r e a t posed t o 

7 c o r r e l a t i v e r i g h t s or the waste of hydrocarbon 

8 resources? 

9 A. To the c o n t r a r y . I t h i n k i t w i l l help, 

10 since we are -- we have such a shortage of water 

11 disposal f a c i l i t i e s , t h a t i t w i l l help everybody i n 

12 the area: Less t r u c k i n g time, more places t o go 

13 w i t h the water. And i t would not a f f e c t any of the 

14 shallow zones or deeper zones. I t won't a f f e c t the 

15 surface owner, so i t ' s a l l good. 

16 Q. Would i t have a b e n e f i c i a l e f f e c t i n terms 

17 of revenues r e a l i z e d by the State of New Mexico? 

18 A. Yes, s u b s t a n t i a l l y . At l e a s t t o the tune 

19 of $100,000 a year. I f t h i s p r o j e c t i s granted by 

20 the State we have a $10,000 fee p a i d every year t o 

21 the State of New Mexico, and a 10-cent-a- disposal 

22 fee. And based on a minimum o f , say, 13- t o 

23 1,500 b a r r e l s a day disposed, 10 cents a b a r r e l 

24 times -- plus the 10,000, we're l o o k i n g at between 

25 75- t o $100,000 a year income t o the State of 
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1 New Mexico which we don't have today. I f the w e l l 

2 i s plugged, then, t h a t 100,000 i s gone. 

3 Q. So do you have an op i n i o n whether or not 

4 the p r o j e c t can be operated so t h a t p u b l i c h e a l t h 

5 and s a f e t y can be protected? 

6 A. I have been i n operation since 1977, 

7 s t a r t i n g w i t h Getty. And from t h a t day u n t i l today 

8 and going forward, we operate everything -- class A 

9 opera t i o n . I t ' s a l l C a d i l l a c . We've got two other 

10 systems s i m i l a r t o t h i s one i n Eddy County, and 

11 they're class A operations. So i t should not and 

12 w i l l not a f f e c t nobody else t o the harmful way. 

13 Q. A l l r i g h t . Mr. Merchant, were E x h i b i t s 1 

14 through 4 prepared by you or at your d i r e c t i o n ? 

15 A. They were prepared mostly under my 

16 d i r e c t i o n s , yes. 

17 Q. A l l r i g h t . 

18 MR. HALL: And at t h i s p o i n t , 

19 Mr. Examiner, we'd move the admission of E x h i b i t s 1 

2 0 through 4. 

21 I f you'd l i k e , w e ' l l supplement the record 

22 w i t h t h a t p roduction curve, and w e ' l l r e f e r t o t h a t 

23 as E x h i b i t 5. We'll get you another copy of t h a t . 

24 That concludes our d i r e c t of t h i s witness. 

25 CHAIRMAN BROOKS: Okay. 
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I n regard t o the e x h i b i t s , you o f f e r e d 

2 also t h i s c r o s s - s e c t i o n . What's that ? 

3 MR. HALL: That's not marked. I t should 

4 be E x h i b i t 3. 

5 CHAIRMAN BROOKS: Okay. So t h i s i s 

6 E x h i b i t Number 3. Okay. 

7 E x h i b i t s 1 through 4 are admitted. 

8 THE WITNESS: Can I say something? 

9 I would also -- i f y o u - a l l would l i k e the 

10 production curve on the subject w e l l plus the 

11 production curves w i t h i n the h a l f - m i l e radius, I can 

12 f u r n i s h you t h a t . That's p u b l i c knowledge. 

13 CHAIRMAN BROOKS: I t h i n k t h a t would be 

14 very h e l p f u l . Of course the data i t s e l f i s r e a d i l y 

15 a v a i l a b l e t o us from our own records. 

16 THE WITNESS: Sure. That's where I get i t 

17 from. 

18 CHAIRMAN BROOKS: But a p i c t u r e i s worth a 

19 thousand words. 

20 THE WITNESS: Yeah. I ' l l send i t t o you 

21 i n c o l o r . 

22 CHAIRMAN BROOKS: Okay. We appreciate you 

23 doing the work f o r us. 1 

24 I t h i n k there's some -- was some confusion 

25 between you and the Examiner -- or you and the 
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1 Technical Examiner here about the t a b l e t h a t had the 

2 area of review w e l l s . I b e l i e v e t h a t ' s E x h i b i t 1C. 

3 And the explanation was given about the Ps 

4 and As. 

5 Number 1, i t ' s not co n s i s t e n t w i t h OCD 

6 usage. 

7 And Number 2 i s , i t i n v o l v e d some 

8 anomalies w i t h these -- some of the other data i n 

9 the t a b l e . 

10 So I would ask you t o look again at the 

11 column t h a t ' s headed S at the top. That's the t h i r d 

12 column t o the r i g h t of the w e l l name. 

13 I f P stands f o r producing and A stands f o r 

14 abandoned, which was the Examiner's -- the Technical 

15 Examiner's i n t e r p r e t a t i o n of your testimony, then we 

16 would have producing w e l l s l i s t e d w i t h operators 

17 such as Tenneco, •Sinclair, and Fina. And those 

18 would not be c u r r e n t operators, I'm sure, i f those 

19 were producing w e l l s . They might be the l a s t 

20 operator, i f they were plugged and abandoned w e l l s . 

21 And also, I know t h a t we normally use --

22 i n OCD we normally use P t o mean plugged and A t o 

23 mean a c t i v e . So I'm wondering, i f you review t h a t 

24 data -- furthermore, your top l i n e there above the 

25 box i s the New Mexico A State Number 1, which i s the 
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1 subject w e l l , r i g h t ? 

2 THE WITNESS: . That i s c o r r e c t . 

3 CHAIRMAN BROOKS: And i t ' s shown as A, 

4 which would be c o r r e c t . Because even though i t ' s 

5 not producing anymore i t ' s not plugged, r i g h t ? 

6 THE WITNESS: I t i s producing, but 3 MCF a 

7 day. 

8 CHAIRMAN BROOKS: Okay. So i t i s a c t i v e . 

9 THE WITNESS: Yes. 

10 CHAIRMAN BROOKS: Now, i f you would --

11 w i t h those considerations i n mind, would you review 

12 t h i s and t e l l us whether there are two or three 

13 other a c t i v e w e l l s i n the area of review, i n the 

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

15 THE WITNESS: I w i l l double-check i t and 

16 get back w i t h you. But I can t e l l you r i g h t now 

17 t h a t 1 through 4 apparently e x i s t as a c t i v e w e l l s . 

18 CHAIRMAN BROOKS: Okay. So the -- w e l l , 

19 now, i s the -- the New Mexico A Number 3, i s t h a t 

20 a c t i v e or i s t h a t plugged? 

21 THE WITNESS: No. New Mexico A Number 3 

22 i s 

23 CHAIRMAN BROOKS: That's your w e l l , r i g h t ? 

24 THE WITNESS: A Number 3 i s plugged. 

25 CHAIRMAN BROOKS: Okay. 
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1 THE WITNESS: I plugged i t myself. 

2 CHAIRMAN BROOKS: Okay. So then the 

3 New Mexico A Number 1 i s active? 

4 THE WITNESS: Yes. 

5 CHAIRMAN BROOKS: So presumably, i f t h i s 

6 i s taken from OCD records, which I assume i t i s , the 

7 New Mexico Number 2, the Kemnitz Wolfcamp Unit 

8 Number 22 and the Kemnitz Wolfcamp Unit Number 21 

9 are a l l a c t i v e . Would t h a t be --

10 THE WITNESS: That's c o r r e c t . This came 

11 from the OCD's data. And those two MGM w e l l s , 22 

12 and 23 -- 21 and 22 are a c t i v e . 

13 CHAIRMAN BROOKS: Okay. What do you know 

14 about the Ken Moore well? 

15 THE WITNESS: The Ken Moore w e l l i s the 

16 one i n the u n i t l e t t e r 0. And t h a t ' s the one which 

17 i s c u r r e n t l y disposing i n the Wolfcamp as the 

18 commercial. 

19 CHAIRMAN BROOKS: That one i s an i n j e c t i o n 

2 0 w e l l now? 

21 THE WITNESS: I t ' s a disposal w e l l , yes. 

22 CHAIRMAN BROOKS: Okay. I t ' s l i s t e d as 

23 status a c t i v e . Now, t h a t would have been OCD 

24 records, cor r e c t ? 

25 THE WITNESS: Yes. 
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1 CHIEF ENGINEER EZEANYIM: But here t h a t 

2 means abandoned. 

3 CHAIRMAN BROOKS: No, t h a t ' s what I'm 

4 t r y i n g t o get you and the witness together on. 

5 THE WITNESS: I am going t o f i n d out where 

6 t h i s came from. I'm p r e t t y sure i t came from OCD. 

7 CHAIRMAN BROOKS: That i n t e r p r e t a t i o n i s 

8 not consis t e n t w i t h much of the data on t h i s t a b l e , 

9 and I t h i n k i t ' s wrong. 

10 And I don't know what any w e l l ' s 

11 p a r t i c u l a r s t a t u s i s , but I t h i n k t h a t i f i t came 

12 from OCD records, P would mean plugged and A would 

13 mean a c t i v e , because t h a t ' s what -- t h a t ' s what we 

14 do. And i f i t ' s a disposal w e l l , i t ' s S. And i f i t 

15 has an I , t h a t means i t ' s an i n j e c t i o n f o r pressure 

16 maintenance or -- and t h a t ' s covered. 

17 Well, t h a t ' s a l l I have. 

18 Mr. Ezeanyim? 

19 CHIEF ENGINEER EZEANYIM: Yes, but I 

20 t h i n k -- you know, i t was so confusing t o me. But 

21 anyway, I t h i n k we can get i t r i g h t . 

22 CHAIRMAN BROOKS: Well, t h a t ' s what I want 

23 t o have done t o get i t r i g h t . 

24 THE WITNESS: I t h i n k I should be able t o 

25 get an answer f o r you as e a r l y as tomorrow. Because 
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what happened, t h i s came from some other commercial 

2 o u t f i t i n Texas. 

3 CHAIRMAN BROOKS: Yes. 

4 THE WITNESS: And I be l i e v e t h i s t h i n g 

5 here -- I'm l i k e you. I don't b e l i e v e t h i s came 

6 from OCD. 

7 CHAIRMAN BROOKS: Well, I don't know where 

8 i t came from. But I t h i n k also t h a t , you know, 

9 you've t o l d us t h a t the two MGM w e l l s , the 21 and 

10 the 22, are a c t i v e . 

11 THE WITNESS: Yes, s i r , they are. 

12 CHAIRMAN BROOKS: They are producing. 

13 And the Penroc New Mexico A State Number 3 

14 i s abandoned --

15 THE WITNESS: I t ' s plugged. 

16 CHAIRMAN BROOKS: -- plugged and 

17 abandoned, which you would know about because i t ' s 

18 your w e l l . 

19 THE WITNESS: I plugged i t , p h y s i c a l l y , I 

20 there. 

21 CHAIRMAN BROOKS: I r e s t my case. 

22 Mr. Ezeanyim, you may. 

23 CHIEF ENGINEER EZEANYIM: I t h i n k we have 

24 t o r e l y on t h i s t a b l e t o see what... 

25 Okay. Now, you plugged Number 3, which i s | 
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1 your w e l l . But you put producing, according t o you, 

2 s i r . 

3 THE WITNESS: Say t h a t again? I'm sorry. 

4 CHIEF ENGINEER EZEANYIM: Okay. Look at 

5 t h a t New Mexico A Well Number 1. 

6 THE WITNESS: Yes. 

7 CHIEF ENGINEER EZEANYIM: P -- you have P, 

8 means producing, and I was t h i n k i n g i t ' s plugged. 

9 But you do mean plugged. You plugged i t , r i g h t ? 

10 THE WITNESS: Number 3 I plugged. 

11 CHIEF ENGINEER EZEANYIM: Okay. So i t ' s 

12 not producing. 

13 THE WITNESS: Number 3 i s plugged and 

14 abandoned. 

15 CHIEF ENGINEER EZEANYIM: Okay. 

16 THE WITNESS: I've got a dry hole marker 

17 s i t t i n g on i t . 

18 CHIEF ENGINEER EZEANYIM: Okay. Very 

19 good. So does t h a t mean t h a t -- t h i s A means a c t i v e 

20 or abandoned? What does t h a t mean? You see, i t ' s 

21 confusing. 

22 THE WITNESS: I understand where you're 

23 coming from and I ' l l c o r r e c t t h a t . Number 1, A 

24 Number 1, i s a c t i v e . The New Mexico A Number 1 i s 

25 a c t i v e . The two MGM w e l l s are a c t i v e . So I know 
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those are a c t i v e . 

2 CHIEF ENGINEER EZEANYIM: I t h i n k we need 

3 those, you know, revis e d , so t h a t we can take a look 

4 at i t . 

5 THE WITNESS: I w i l l r e v i s e t h a t . 

6 CHIEF ENGINEER EZEANYIM: Okay. Apart 

7 from t h a t , now, l e t ' s go back. 

8 You gave me a -- there's a l o t of money, 

9 but the question becomes, where do you get more 

10 money? 

11 THE WITNESS: That's the name of the game. 

12 CHIEF ENGINEER EZEANYIM: Yeah, e x a c t l y . 

13 So assuming you're going t o get 100,000, suppose 

14 my -- I produce -- I'm going t o produce 55 b a r r e l s 

15 of o i l m u l t i p l i e d by 100. 

16 THE WITNESS: I'm sorry? 

17 CHIEF ENGINEER EZEANYIM: I f I -- i f t h i s 

18 i s producing 55 b a r r e l s a day --

19 THE WITNESS: But you're not. 

20 CHIEF ENGINEER EZEANYIM: Well, t h a t ' s 

21 what you t o l d me. 

22 THE WITNESS: No. 

23 CHIEF ENGINEER EZEANYIM: You said from 

24 the other --

25 THE WITNESS: I n a h a l f - m i l e radius the 1 
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1 two w e l l s t o the northeast, the MGM 21 and 22 are 

2 only producing 3 t o 5 MCF a day o f f the casing. 

3 They don't even have a pump jack on i t . 

4 CHIEF ENGINEER EZEANYIM: Okay. 

5 THE WITNESS: So they can't produce any 

6 o i l . 

7 CHIEF ENGINEER EZEANYIM: They don't 

8 produce any o i l , then? 

9 THE WITNESS: No. 

10 CHIEF ENGINEER EZEANYIM: So I'm going t o 

11 cancel what you t o l d me. I'm t r y i n g t o go back t o 

12 your economic a n a l y s i s t o see which way we go now --

13 THE WITNESS: Right. 

14 CHIEF ENGINEER EZEANYIM: -- assuming t h a t 

15 everything i s c o r r e c t , and a l l the v a r i a b l e s are 

16 l e f t constant. 

17 Now, I don't know how you come up, you 

18 know, w i t h how many b a r r e l s of water you i n j e c t or 

19 how you pay the State or they c o l l e c t i t . And 

2 0 t h a t ' s good. I f you do i t , t h a t ' s good. 

21 But are we doing i t at the expense of --

22 see, t h i s i s the p o i n t I have been making since you 

23 s t a r t e d the p r e s e n t a t i o n . And you can understand, 

24 we don't want t o drown production i f there's 

25 a c t u a l l y any produc t i o n coming from t h e r e . And 
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1 t h a t ' s why Mr. Jones asked you t o b r i n g t h i s here, 

2 so we can discuss t h i s openly. I f not, he could 

3 have approved t h i s i n h i s o f f i c e . 

4 THE WITNESS: No, I understand. 

5 CHIEF ENGINEER EZEANYIM: He said -- w e l l , 

6 I need t o know how much produc t i o n i s coming there. 

7 Are we going t o drown prod u c t i o n without designing a 

8 water flood? 

9 You t o l d me t h a t nobody else i s i n t e r e s t e d 

10 i n doing the water f l o o d i n the area. That's okay. 

11 I mean, i f they f i n d out t h a t , r e a l l y , a water f l o o d 

12 would be a los s , there's no p o i n t i n doing i t . 

13 However, i f the w e l l s seem t o be producing 

14 something t h a t i s marketable or p r o f i t a b l e , we don't 

15 want t o drown them. We are not going t o drown them, 

16 even i f you're going t o do secondary recovery or 

17 anything. 

18 So of course, you know, you are -- you 

19 have t o c o r r e c t t h i s t a b l e , t e l l us how many we l l s 

20 are producing, give us those productions t h a t you 

21 are going t o t e l l us. I mean, t h a t would give us a 

22 l o t of i n f o r m a t i o n . 

23 THE WITNESS: There are two w e l l s 

24 producing, the 21 and 22. 

25 CHIEF ENGINEER EZEANYIM: Okay. 
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1 THE WITNESS: They are producing from the 

2 casing, casinghead gas. 

3 CHIEF ENGINEER EZEANYIM: Yeah. 

4 THE WITNESS: That's a l l they are making, 

5 3 t o 5 MCF a day. 

6 CHIEF ENGINEER EZEANYIM: Together? 

7 THE WITNESS: Separately. 

8 CHIEF ENGINEER EZEANYIM: Okay. 

9 THE WITNESS: Okay. Now, you also have 

10 got t o keep i n mind there's one tank b a t t e r y . You 

11 have got umpteen w e l l s producing i n t h a t u n i t . 

12 CHIEF ENGINEER EZEANYIM: Uh-huh. 

13 THE WITNESS: So they're not going out and 

14 t e s t i n g each w e l l separately. They're t a k i n g 

15 these -- t h i s 55 b a r r e l s a day plu s , say, 1,200 MCF 

16 of gas, and they are a l l o c a t i n g p roduction t o X 

17 number of w e l l s . 

18 CHIEF ENGINEER EZEANYIM: Okay. Now, I 

19 t h i n k t h i s Table C, when you rec o n s t r u c t i t t o see 

20 what the terms mean, which one i s producing, which 

21 one i s a c t i v e , which one i s plugged and abandoned, 

22 and others i n the area of review f o r h a l f a mile, 

23 and then we want also t o see the two-mile area of 

24 review. 

25 Because i f you look a t i t f rom a C-108, we 
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1 don't want you t o i n j e c t i n any formation t h a t i s 

2 about two miles i n the area of review i f any 

3 produc t i o n i s coming from there. That's j u s t how i t 

4 i s . 

5 But we can make exceptions i f you prove t o 

6 us t h a t , r e a l l y , there's nothing coming out from 

7 there. I haven't read the -- somebody studied i t . 

8 I need t o read i t . I don't know what i t says. I 

9 need t o read i t and do my own i n v e s t i g a t i o n t o see 

10 how c o r r e c t t h a t i s . Then, plus your testimony 

11 today. 

12 THE WITNESS: We need -- can I say 

13 something? 

14 CHIEF ENGINEER EZEANYIM: Yeah, go ahead. 

15 THE WITNESS: We need t o keep two things 

16 i n mind -- at l e a s t two. 

17 F i r s t , the w e l l i n question I'm here f o r 

18 today -- or we're here f o r today -- t h a t i f the w e l l 

19 i s s i t t i n g there and leave i t the way i t i s , i t ' s 

2 0 going t o have t o be plugged. So i t ' s not going t o 

21 serve any purpose t o anybody else. I t ' s a t o t a l 

22 l o s s . I t ' s going t o cost 30- t o $40,000 t o plug i t . 

23 I t ' s gone. I s h i s t o r y . 

24 I f we i n j e c t i n i t , i f we dispose i n i t 

25 l i k e we're wanting t o , and we have produced 
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7 m i l l i o n BOE from the o f f s e t t i n g w e l l s , and some 

2 day i n the f u t u r e , i f you f i l l up the r e s e r v o i r and 

3 i t helps the o f f s e t t i n g w e l l , i t won't happen i f you 

4 plug t h i s w e l l . 

5 CHIEF ENGINEER EZEANYIM: Where do you get 

6 t h a t information? 

7 THE WITNESS: That's adding up a l l the 

8 cumes i n the area of review of a l l of these w e l l s : 

9 700,000 b a r r e l s here, 300,000 b a r r e l s here, 600,000 

10 b a r r e l s here, plus the gas. I f you add a l l of t h a t 

11 up, t h a t ' s about 7 m i l l i o n b a r r e l s ' o i l equivalent. 

12 What I'm saying, i f we don't -- i f nobody 

13 puts water i n the ground i t w i l l be l o s t . 

14 CHIEF ENGINEER EZEANYIM: We normally plug 

15 an abandoned w e l l . I mean --

16 THE WITNESS: I'm sorry? 

17 CHIEF ENGINEER EZEANYIM: We normally plug 

18 an abandoned w e l l . Once we pl u g them and abandon 

19 them, they're gone, r i g h t ? 

20 THE WITNESS: Yeah. 

21 CHIEF ENGINEER EZEANYIM: But my argument 

22 s t i l l stands t h a t we need t o look at production from 

23 t h a t formation. 

24 THE WITNESS: Sure. 

25 CHIEF ENGINEER EZEANYIM: That's why you j 
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1 were sent t o hearing, nothing else. Nobody objected 

2 t o t h i s . You were sent t o hearing t o t e l l me 

3 whether t h a t ' s r e a l l y -- f u r t h e r production i n t h i s 

4 area we are t a l k i n g about. But i f not, then we 

5 maybe w i l l grant your request. 

6 But i f i t i s t h a t they're going t o drown 

7 the production w i t h o u t designing a water f l o o d , 

8 w e l l , i t might be d i f f i c u l t f o r us t o do t h a t , 

9 because t h a t ' s why we're here. 

10 THE WITNESS: But t h a t ' s the p o i n t , 

11 Examiner. That we've got t h i s w e l l s i t t i n g here. 

12 I t could very w e l l be a p i l o t f o r the r e s t of the 

13 f i e l d , which nobody i s attempting t o do today. 

14 I mean, i f t h i s area alone had made 6, 

15 7 m i l l i o n BOE, i f you take the whole u n i t -- but 

16 there are 22-some w e l l s -- i t might -- i t might 

17 prove i t t o somebody t h a t i f you f l o o d i t , given the 

18 r i g h t economic i n c e n t i v e s , p r i c e of o i l and cost of 

19 doing i t and a l l of t h a t , t h a t t h i s w e l l can very 

20 w e l l be an example of how we're going t o help i t X 

21 years down the road. 

22 Number 2, you've got a dis p o s a l w e l l i n 

23 u n i t l e t t e r 0. 

24 CHIEF ENGINEER EZEANYIM: I n the Wolfcamp. 

25 THE WITNESS: I t ' s i n the Wolfcamp. I t 

PAUL BACA PROFESSIONAL COURT REPORTERS 
740bcc7d-d960-466f-a101 -a8b20f751 f42 



1 
Page 45 

shows t h i s c r o s s - s e c t i o n . I t ' s been disposing f o r 

2 the l a s t f i v e years. 

3 CHIEF ENGINEER EZEANYIM: Who owns t h a t 

4 well? 

5 THE WITNESS: Ken Moore. 

6 CHIEF ENGINEER EZEANYIM: Ken Moore? Oh, 

7 okay. 

8 THE WITNESS: Ken Moore i s the operator. 

9 CHIEF ENGINEER EZEANYIM: Okay. Do you 

10 know the order number t h a t they --

11 THE WITNESS: I can get i t , but I don't 

12 have i t . 

13 CHIEF ENGINEER EZEANYIM: Yeah, I need t o 

14 get the order number and look at t h a t w e l l . 

15 And do you know when i t was issued? A 

16 long time ago? 

17 THE WITNESS: Five years ago. 

18 CHIEF ENGINEER EZEANYIM: Okay. 

19 THE WITNESS: Five or s i x years ago. I'm 

20 guessing now. 

21 CHIEF ENGINEER EZEANYIM: Okay. I need t o 

22 know t h a t . Maybe we approve i t a d m i n i s t r a t i v e l y . 

23 Remember, now, we continue t o improve. At the time 

24 we issue the order -- I need t o look at t h a t . I'm | 

25 not saying i t ' s going t o . I f you prove your case, 
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1 t h a t ' s f i n e . 

2 THE WITNESS: I t also shows on t h i s 

3 cross-section. 

4 CHIEF ENGINEER EZEANYIM: Okay. Give me 

5 t h a t number. Give us the production h i s t o r y t h a t 

6 you are going t o giv e , and the other number t h a t 

7 e s t a b l i s h e s t h a t i n j e c t i o n w e l l i n u n i t 0, r i g h t ? 

8 THE WITNESS: I n u n i t l e t t e r 0, yes. 

9 CHIEF ENGINEER EZEANYIM: Yeah. I f you 

10 can get i t back t o us t h a t w i l l be good. 

11 Now, l e t ' s go back t o where I'm going. 

12 This i s going t o be a commercial? 

13 THE WITNESS: Just l i k e the other one. 

14 CHIEF ENGINEER EZEANYIM: Okay. Good. 

15 Give me t h a t . As you know, a commercial d i s p o s a l , 

16 water can come from anywhere. Where i s the main 

17 source of the water? 

18 THE WITNESS: The main source of the water 

19 w i l l be from the surrounding -- w i t h i n the -- 20 t o 

20 30 miles each d i r e c t i o n . 

21 CHIEF ENGINEER EZEANYIM: Yeah. 

22 THE WITNESS: Right now we've got a l o t of 

23 flowback water coming from Maljamar, the Loco H i l l s 

24 area. We've got a l o t of flowback water and f r a c k 

25 water coming back from n o r t h of Maljamar i n the Abo 
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1 p l ay. There's going t o be a l o t of water coming 

2 from the Buckeye area where Chevron i s f i x i n g t o do 

3 i n f i l l work. So there's noplace t o go w i t h the 

4 water. 

5 CHIEF ENGINEER EZEANYIM: Yes, I know. 

6 But what formation i s t h a t water coming from? 

7 THE WITNESS: The water i s going t o come 

8 from the Yeso, from the Abo-Wolfcamp, those are the 

9 two main formations. 

10 CHIEF ENGINEER EZEANYIM: And I t h i n k you 

11 have given us --

12 THE WITNESS: Once again, we have a good 

13 example of what the o f f s e t operator i s doing. He 

14 don't have any problem. I drove t o h i s w e l l Friday 

15 and t h i n k i n g , w e l l , maybe he put a pump on i t . He 

16 s t i l l don't have a pump. 

17 So I c a l l e d George and I said, "Are you --

18 when are you going t o put a pump on i t ? " 

19 He said, " I don't need i t . " 

2 0 Of course, you know, he's t a k i n g i t on 

21 vacuum. 

22 CHIEF ENGINEER EZEANYIM: Okay. T a l k i n g 

23 about vacuum, y o u ' r e go ing t o s t a r t i n j e c t i n g i n a 

24 vacuum. You d o n ' t have t o - - i f you d o n ' t have any 

25 i n j e c t i o n , y o u ' r e going t o i n t roduce water i n t o the 
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1 w e l l by a vacuum. Am I r i g h t ? 

2 THE WITNESS: Right. 

3 CHIEF ENGINEER EZEANYIM: But you're s t i l l 

4 r e q u i r e d t o give your .2 PSI input? 

5 THE WITNESS: Yes. Because we don't want 

6 t o come back i n X number of years down the road. We 

7 know i t ' s going t o pressure up some day. I j u s t 

8 don't know w h e n — unless you want me t o come back 

9 t o Santa Fe and spend the n i g h t i n a h o t e l again. 

10 CHIEF ENGINEER EZEANYIM: Okay. Let's go 

11 back t o plugged and abandoned w e l l s . 

12 Are the plugged and abandoned w e l l s 

13 plugged and abandoned t o -- I haven't looked at 

14 them, but I'm going t o look at i t . But I'm going t o 

15 ask you: When they are plugged, do they act as 

16 conduits f o r the water t h a t ' s i n j e c t e d there t o go 

17 up -- upwards, r i g h t ? 

18 You know there are plugged and abandoned 

19 w e l l s . 

2 0 THE WITNESS: Right. 

21 CHIEF ENGINEER EZEANYIM: Okay. You've 

22 looked at the schematic of yours, probably, and the 

23 cemented tops. Have you? 

24 THE WITNESS: Based on eve r y t h i n g I've 

25 seen, the way they were plugged, they're p r o p e r l y 
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1 plugged. 

2 CHIEF ENGINEER EZEANYIM: Okay. 

3 THE WITNESS: Like I said, we would not 

4 have come t o ask f o r a disposal or i n j e c t i o n permit 

5 i f any one of them were not meeting the c r i t e r i a . 

6 CHIEF ENGINEER EZEANYIM: On the cur r e n t 

7 need f o r these marginal producing w e l l s , we -- they 

8 can't act as our p i l o t s , where you s t a r t e d l o o k i n g 

9 t o see whether there w i l l be more production f o r 

10 those w e l l s t h a t are now producing. We're going t o 

11 mark "producing" w i t h i n t h a t area of review, r i g h t ? 

12 THE WITNESS: You're going t o mark -- I'm 

13 sorry? 

14 CHIEF ENGINEER EZEANYIM: Like some of 

15 them, i f you look at your sheet, some of the w e l l s 

16 w i l l be producing. Then our problem becomes --

17 w e l l , they w i l l be producing. 

18 As you s t a r t i n j e c t i n g i n t o these w e l l s , 

19 i f you prove i t , r i g h t , t h e y ' l l see the producers. 

20 Are you going t o use those as the p i l o t , you said 

21 maybe t o help w i t h the o i l towards the w e l l --

22 THE WITNESS: I t h i n k t h a t would be up t o 

23 the -- t h a t would be up t o the o f f s e t operator, MGM. 

24 You know, i t might help. I'm j u s t making a general 

25 statement. I t might help t o improve p r o d u c t i o n down 
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1 the road. 

2 CHIEF ENGINEER EZEANYIM: But i f I were t o 

3 approve t h i s a p p l i c a t i o n , they w i l l s t i l l be 

4 producers, r i g h t ? 

5 THE WITNESS: Yeah. 

6 CHIEF ENGINEER EZEANYIM: T h e y ' l l be --

7 THE WITNESS: Right. 

8 CHIEF ENGINEER EZEANYIM: -- because not 

9 only are they plugged and abandoned, i n t h i s case 

10 Number 1 t o the i n j e c t i o n --

11 THE WITNESS: Right. 

12 CHIEF ENGINEER EZEANYIM: -- the w e l l t h a t 

13 i s producing, we've seen them be producers. 

14 THE WITNESS: They w i l l s t i l l be 

15 producing, yes. 

16 CHIEF ENGINEER EZEANYIM: Maybe they're 

17 going t o produce the water t h a t you i n j e c t . 

18 THE WITNESS: I'm sorry? 

19 CHIEF ENGINEER EZEANYIM: Maybe they are 

20 going t o produce the water you i n j e c t . I don't 

21 know. 

22 You know, see -- see, I'm concerned about 

23 i n j e c t i n g i n a w e l l t h a t i s producing something. 

24 THE WITNESS: Well, r i g h t now i t ' s not 

25 producing anything but a l i t t l e gas, those two 
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1 w e l l s . And i f you produce 700,000 b a r r e l s of o i l 

2 out of t h i s r e s e r v o i r , obviously, there's some 

3 r e s i d u a l o i l l e f t which should be pushed towards the 

4 producer, l i k e a t y p i c a l water f l o o d or secondary 

5 recovery. 

6 CHIEF ENGINEER EZEANYIM: You said t h a t 

7 most of these cements since 1980, there i s no issue 

8 w i t h t h e i r leakage i n the cement. 

9 How do you t e s t them, MIT? Do you conduct 

10 MIT every year? 

11 THE WITNESS: Every year. Of course we --

12 we check i t every day. We have -- on a l l of our 

13 other disposal w e l l s we have people checking the 

14 backside every day monit o r i n g i t . 

15 CHIEF ENGINEER EZEANYIM: Usually a 

16 t e s t --

17 THE WITNESS: Usually a t e s t , but we 

18 normally check the pressure, doing casing pressure. 

19 CHIEF ENGINEER EZEANYIM: Do you conduct 

2 0 MITs on the i n d i v i d u a l wells? 

21 THE WITNESS: We conduct i t as required by 

22 the State, but we do i t on our own, too. 

23 CHIEF ENGINEER EZEANYIM: Oh, okay. 

24 THE WITNESS: You need t o keep i n mind we 

25 haul --we would be h a u l i n g water f o r major o i l 
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1 companies. And they would not want t h e i r water 

2 going t o a system i f i t ' s not an A - l system, i f i t ' s 

3 not a high-class system. They do come out and check 

4 us from time t o time. Most companies do. I can 

5 mention some names, but I'm not. 

6 CHIEF ENGINEER EZEANYIM: Why don't you 

7 t e l l me the depth of freshwater here. Do you have 

8 any idea? 

9 THE WITNESS: 150 t o 200 f e e t . 

10 CHIEF ENGINEER EZEANYIM: Okay. 

11 I was going t o look at casings t o see 

12 whether they are pr o t e c t e d . 

13 You've done a good j o b . 

14 Mr. Brooks, do you have any other 

15 questions? 

16 CHAIRMAN BROOKS: No f u r t h e r questions. 

17 CHIEF ENGINEER EZEANYIM: You may be 

18 excused. 

19 THE WITNESS: Thank you. 

20 CHAIRMAN BROOKS: Anything f u r t h e r , 

21 Mr. Hall? 

22 MR. HALL: No, s i r . 

23 CHAIRMAN BROOKS: Case Number 14874 w i l l 

24 be taken under advisement. 

25 (Proceedings concli«%fctft\fJ©ie record of lh« proceedings in 
tW Examiner hearing c-f Case No. Vj[£7j^ 
h§9f4 byjPf £> - 2 5 - J 2-— • 
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