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1 (9:04 a.m.) 

2 CHAIRPERSON BAILEY: We now have Case 

3 Number 15193, which i s the a p p l i c a t i o n of Fr o n t i e r F i e l d 

4 Services, LLC f o r a u t h o r i z a t i o n to i n j e c t acid gas and 

5 carbon dioxide from i t s Maljamar Processing Plant i n t o 

6 the proposed Maljamar AGI Well Number 2, to be d r i l l e d 

7 at a surface l o c a t i o n i n Section 21, Township 17 South, 

8 Range 32 East, i n Lea County, New Mexico. 

9 Ca l l f o r appearances. 

10 MR. BRUCE: Madam Chair, Jim Bruce of 

11 Santa Fe representing the Applicant. I have two 

12 witnesses. 

13 MR. WADE: Good morning. Gabriel Wade 

14 representing the O i l Conservation D i v i s i o n . There w i l l 

15 be one witness, Mr. Ph i l Goetze. 

16 CHAIRPERSON BAILEY: Mr. Bruce, do you want 

17 to make an opening statement? 

18 MR. BRUCE: I don 11 t h i n k so. I th i n k the 

19 f i r s t few s l i d e s on the PowerPoint presentation w i l l 

20 s u f f i c e . 

21 CHAIRPERSON BAILEY: Mr. Wade, would you 

22 l i k e t o make an opening statement? 

23 MR. WADE: No, other than the OCD does not 

24 oppose the a p p l i c a t i o n of F r o n t i e r . We do have some 

25 conditions we would l i k e t o discuss wi t h the Commission. 
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1 CHAIRPERSON BAILEY: I f you would c a l l your 

2 witness and have him sworn i n . 

3 MR. BRUCE: F i r s t l e t me s t a r t w i t h the 

4 f i r s t few PowerPoint s l i d e s , and then w e ' l l get 

5 Mr. Bryant t o come up. 

6 CHAIRPERSON BAILEY: So you have no witness 

7 to — 

8 MR. BRUCE: Just f o r a few i n t r o d u c t o r y 

9 remarks. 

10 CHAIRPERSON BAILEY: Okay. 

11 OPENING STATEMENT 

12 MR. BRUCE: As you said, Madam Chair, we're 

13 here f o r the a p p l i c a t i o n of Fr o n t i e r Services f o r i t s 

14 Maljamar AGI Well No. 2. Today we w i l l be presenting 

15 two witnesses. One of them i s Mr. Coy Bryant. He i s 

16 the d i r e c t o r of Operations at Aka Energy Group, LLC, 

17 which i s the parent of Fr o n t i e r . And, of course, 

18 Mr. Gutierrez of Geolex, who you have seen before you 

19 many times, w i l l be the geologist t e s t i f y i n g on behalf 

20 of F r o n t i e r . 

21 The goals of the presentation today, 

22 Mr. Bryant w i l l t e s t i f y about the h i s t o r y and the 

23 b e n e f i t s of Fro n t i e r ' s AGI p r o j e c t , a l i t t l e b i t about 

24 gas pl a n t operations and information about F r o n t i e r ' s 

25 a c t i v i t i e s i n New Mexico. And Mr. Gutierrez w i l l 
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1 discuss the geology, hydrogeology system and operation 

2 and an analysis and a n t i c i p a t e d e f f e c t on the i n j e c t i o n 

3 zone. And he w i l l go through the basics of the C-108 i n 

4 f r o n t of you. He won't go page by page through the 

5 C-108. I f you have s p e c i f i c questions, f e e l free to 

6 ask, but the PowerPoint presentation, i n e f f e c t , 

7 presents the h i g h l i g h t s of the C-108. 

8 And w i t h t h a t , I would c a l l my f i r s t 

9 witness Mr. Bryant. 

10 CHAIRPERSON BAILEY: Would you please stand 

11 to be sworn? 

12 COY BRYANT, 

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

14 questioned and t e s t i f i e d as follows: 

15 MR. BRUCE: Madam Chair, I don't intend to 

16 introduce Mr. Bryant as an expert, although we w i l l go 

17 back i n t o his educational and employment background very 

18 b r i e f l y . 

19 DIRECT EXAMINATION 

2 0 BY MR. BRUCE: 

21 Q. Mr. Bryant, could you state your name and c i t y 

22 of residence? 

23 A. Coy Bryant, Durango, Colorado. 

24 Q. And your t i t l e i s Director of Operations at 

25 Aka? 
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1 A. Correct. 

2 Q. Could you describe b r i e f l y f o r the 

3 Commissioners your educational and employment 

4 background? 

5 A. I have a bachelor of science i n c i v i l 

6 engineering from Texas Tech U n i v e r s i t y and a master of 

7 science i n nuclear energy from the U n i v e r s i t y of Texas 

8 at Austin. I've worked f o r ExxonMobil, Kinder Morgan 

9 and C02 Company and now, most r e c e n t l y , w i t h Aka Energy. 

10 Q. And as the d i r e c t o r of operations, what are 

11 your t y p i c a l duties? 

12 A. To support our ongoing operations from an 

13 r e l i a b i l i t y , safety, environmental compliance 

14 perspective. 

15 Q. Looking at s l i d e four, could you go a l i t t l e 

16 b i t i n t o the Maij amar Gas Plant and i t s b e n e f i t s and the 

17 basic reason why you need t h i s redundant gas w e l l --

18 A. Okay. 

19 Q. -- gas i n j e c t i o n well? 

20 A. So our Maljamar Gas Plant i s located near 

21 Maljamar, New Mexico, down i n southeast New Mexico. We 

22 employ approximately 35 f u l l - t i m e F r o n t i e r F i e l d 

23 Services employees, not i n c l u d i n g c o n t r a c t o r s . 

24 THE WITNESS: Sorry. Am I going too fast? 

25 (The court r e p o r t e r responds.) 
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1 THE.WITNESS: We serve about 70 producers 

2 i n the area and approximately 1,500 wells t h a t d e l i v e r 

3 i n t o our f a c i l i t y . The p l a n t c u r r e n t l y produces about 

4 95 m i l l i o n cubic f e e t of sour gas, feet [ s i c ] gas and 

5 about — of t h a t , we generate about 1.4 m i l l i o n cubic 

6 f e e t of t r e a t e d acid gas, which has a composition of 

7 about 12 percent H2S and 88 percent C02. 

8 Q. (BY MR. BRUCE) Now, the AGI No. 1 w e l l , which 

9 you pr e v i o u s l y got permitted, t h a t i s i n operation? 

10 A. Correct. Yes. 

11 Q. What would happen i f t h a t w e l l goes down? 

12 A. We would have t o cut back our i n l e t gas, which 

13 means we'd have to cut back producers s u b s t a n t i a l l y . 

14 Q. So i t would not only a f f e c t F r o n t i e r , i t would 

15 a f f e c t a number of operators i n the area? 

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

17 Q. Moving on to the next one, could you discuss 

18 s l i d e f i v e ? 

19 A. Sure. So back i n August of 2011, we received 

20 approval t o d r i l l our f i r s t AGI w e l l . We put t h a t i n t o 

21 operation i n the summertime of 2013. We expected lower 

22 than expected p e r m e a b i l i t y i n the i n j e c t i o n zone, which 

23 caused our surface i n j e c t i o n pressure t o be much higher 

24 than o r i g i n a l l y designed f o r , so we had t o upgrade our 

25 f a c i l i t i e s to achieve t h a t higher i n j e c t i o n pressure. 
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1 And the w e l l i s f u n c t i o n a l , and a l l f a c i l i t i e s are i n 

2 operation r i g h t now. We're i n j e c t i n g our 1.4 m i l l i o n 

3 cubic f e e t of acid gas per day. We r e c e n t l y had our 

4 annual MIT t h a t was successful on September 17th, and we 

5 continue t o operate w i t h i n the p e r m i t t i n g permitted 

6 g u i d e l i n e s . 

7 Q. And could you move to the next s l i d e and 

8 discuss the reasons why you want the redundant No. 2 

9 w e l l . 

10 A. Okay. So as stat e d e a r l i e r , i f we lose our 

11 w e l l , the AGI No. 1, we w i l l have t o cut back 

12 s u b s t a n t i a l l y on our i n l e t gas, which not only a f f e c t s 

13 us but a f f e c t s our customers, the producers i n the area, 

14 and i t — w i t h the redundancy, i t w i l l allow us t o more 

15 e f f e c t i v e l y maintain our a i r q u a l i t y permit g u i d e l i n e s . 

16 That's the purpose. 

17 Q. Now, what i s the current maximum allowable 

18 i n j e c t i o n rate? 

19 A. Of our current well? 

20 Q. Of the No. 1 w e l l . 

21 A. I b e l i e v e i t ' s 2 m i l l i o n c u b i c f e e t a day . 

22 Q. I s i t 1.8 m i l l i o n ? 

23 A. Okay. 1.8 m i l l i o n . 

24 Q. And y o u ' r e r e q u e s t i n g two m i l l i o n i n t h i s w e l l ? 

25 A. T h a t ' s c o r r e c t . 
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1 Q. And i s t h a t t o be used by e i t h e r w e l l or both 

2 w e l l s together? 

3 A. I'm sorry? 

4 Q. The 2 m i l l i o n r a t e , would t h a t apply t o e i t h e r 

5 w e l l --

6 A. Right. 

7 Q. -- being used s o l e l y , or could i t be used f o r 

8 both wells together? 

9 A. I t could be used f o r both w e l l s , c o r r e c t . 

10 Q. And I suppose one f i n a l question: Have there 

11 been any opera t i o n a l issues other than the p e r m e a b i l i t y 

12 being less than what you thought i t was at the 

13 operations of t h a t w e l l at the plant? 

14 A. They [ s i c ] have. 

15 MR. BRUCE: Madam Chair, I have no f u r t h e r 

16 questions of the witness. 

17 CHAIRPERSON BAILEY: Mr. Wade, do you have 

18 any questions? 

19 MR. WADE: No questions. 

20 CHAIRPERSON BAILEY: Corrimissioner Warnell? 

21 COMMISSIONER WARNELL: Yes. I have a few 

22 questions. 

2 3 CROSS-EXAMINATION 

24 BY COMMISSIONER WARNELL: 

25 Q. Good morning, Mr. Bryant. 
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1 A. Good morning. 

2 Q. How long have you been w i t h Aka? 

3 A. I'm on my f i f t h week (l a u g h t e r ) . 

4 Q. F i f t h week ( l a u g h t e r ) . Well, welcome aboard. 

5 A. Thank you. I t ' s good t o be here. 

6 Q. This i s quite an o r i e n t a t i o n f o r you. 

7 Okay. Well No. 1 i s permitted r i g h t now at 

8 1.8 m i l l i o n , and you're asking f o r that to be increased 

9 to 2 m i l l i o n ? 

10 A. No, s i r . The i n j e c t i o n rate on our AGI No. 2 

11 i s the 2 m i l l i o n cubic a day. 

12 MR. BRUCE: Let me correct t h a t , 

13 Mr. Examiner. 

14 COMMISSIONER WARNELL: I'm confused. 

15 MR. BRUCE: We're asking two things. 

16 Number one, t o approve the No. 2 w e l l and to increase 

17 the maximum i n j e c t i o n rate f o r both wells together from 

18 1.8 to 2 m i l l i o n . And Mr. Gutierrez w i l l discuss the 

19 reasons f o r t h a t . 

20 COMMISSIONER WARNELL: Ah, yes, 

21 Mr. Gutierrez. That's probably my t h i r d question 

22 because I'm r e a l l y curious as to why the perme a b i l i t y i n 

23 t h i s w e l l i s going to be b e t t e r than the No. 1 w e l l . 

24 MR. BRUCE: And he's going t o discuss t h a t . 

25 COMMISSIONER WARNELL: Thank you. 
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1 COMMISSIONER •BALCH: I have a f o l l o w - u p ! 
: 

2 question from Commissioner Warnell. 

3 CROSS-EXAMINATION 

4 BY COMMISSIONER BALCH: 

5 Q. The current Maljamar No. 1 has a panel [ s i c ] of 

6 1.4 mmcfs per day. 

7 A. Right. 

8 Q. And t h a t ' s a f t e r upgrades surface f a c i l i t i e s t o 

9 allow t h a t p r i o r i n j e c t i o n r a t e -- p r i o r i n j e c t i o n 

10 pressure at the surface. W i l l those upgrades allow the 

11 2.0 t h a t you're now requesting f o r t h a t well? 

12 A. Yes. The current f a c i l i t i e s ? 

13 Q. Yes. 

14 A. Yes, they w i l l . 

15 Q. Okay. 

16 A. We're i n the process of w e l l , we have a 

17 p r o j e c t ongoing t h a t we want to i n s t a l l a d d i t i o n a l 

18 f a c i l i t i e s , but, again, f o r redundancy. 

19 Q. And how close are you now to the maximum 

2 0 i n j e c t i o n surface i n j e c t i o n pressure on t h a t No. 1 

21 well? 

22 A. We are w e l l below, i f I'm not mistaken. 

2 3 Q. Well below? I presume Mr. Gutierrez w i l l have 

24 more data? 

25 A. Yes. He'11 provide those d e t a i l s . 
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1 Q. Thank you. 

2 CROSS-EXAMINATION 

3 BY CHAIRPERSON BAILEY: 

4 Q. You mentioned t h a t i f the current w e l l should 

5 go down, then there wouldn 1t necessarily be shut-ins i n 

6 the wells t h a t c o n t r i b u t e gas to your plant? 

7 A. There w i l l be, yes. 

8 Q. I'm looking at the surface ownership by t r a c t 

9 i n Appendix C, and I'm seeing t h a t i t appears as though 

10 most of the wells t h a t c o n t r i b u t e gas to your p l a n t are 

11 located on BLM land. Are you aware of land 

12 ownerships or --

13 A. I apologize. I'm not as f a m i l i a r w i t h the land 

14 ownership f o r the surrounding -- or f o r the producing 

15 assets. I'm not. 

16 Q. So you don't know where the gas comes from, i s 

17 what I'm t r y i n g to get at? 

18 A. I don't. Mr. Gutierrez can probably provide 

19 those d e t a i l s . I apologize. You know, I'm s t i l l t r y i n g 

20 t o get my hands around everything going on out there. 

21 I've been focusing on the p l a n t , not nece s s a r i l y the 

22 f i e l d . 

23 Q. And you have a steep l e a r n i n g curve . 

24 A. I do have a steep l e a r n i n g curve . 

25 Q. Thank you. I d o n ' t have any other ques t ions . 
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1 CHAIRPERSON BAILEY: Do you have any other 

2 questions? 

3 MR. BRUCE: No, I don't, Madam Chair. 

4 I would say t h a t i f you Mr. Gutierrez 

5 can t e s t i f y . His o f f i c e d i d a l o t of the land ownership 

6 s t u f f . This i s a he a v i l y f e d e r a l minerals area, and i f 

7 you'd l i k e more inf o r m a t i o n on t h a t , I can c e r t a i n l y 

8 obtain some of t h a t , some BLM p l a t s and s t u f f l i k e t h a t 

9 t h a t you can see the type of operations i n t h a t area. 

10 CHAIRPERSON BAILEY: Page 4 of Appendix C 

11 gives me a p r e t t y good idea of land, surface ownership 

12 and mineral owner by t r a c t s . 

13 MR. BRUCE: Yeah. So — 

14 CHAIRPERSON BAILEY: That's a l l we have. 

15 You may be excused. 

16 THE WITNESS: Okay. Thanks. 

17 MR. BRUCE: C a l l Mr. Gutierrez t o the 

18 stand. 

19 ALBERTO A. GUTIERREZ, 

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

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

22 DIRECT EXAMINATION 

23 BY MR. BRUCE: 

24 Q. Mr. Gu t i e r r ez , where do you reside? 

25 A. I l i v e i n Albuquerque, New Mexico. 
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1 Q. And what i s your r e l a t i o n s h i p to Geolex, 

2 Incorporated? 

3 A. I'm the president of Geolex. 

4 Q. What i s Geolex's association w i t h F r o n t i e r ? 

5 A. We are a consultant to F r o n t i e r . We located, 

6 designed and permitted and oversaw the c o n s t r u c t i o n of 

7 the AGI No. 1, and then we were r e t a i n e d t o i d e n t i f y a 

8 l o c a t i o n f o r a redundant AGI, No. 2, which r e s u l t e d i n 

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

10 Q. And have you pr e v i o u s l y t e s t i f i e d before the 

11 Commission? 

12 A. I have. 

13 Q. And were your c r e d e n t i a l s as an expert 

14 ge o l o g i s t accepted as a matter of record? 

15 A. Yes, as a petroleum geologist and 

16 hydrogeologist. 

17 Q. And 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 , 

18 e s p e c i a l l y the C-108, submitted t o the Commissioners f o r 

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

20 A. Yes. I prepared the C-108 i n conjunction w i t h 

21 other f o l k s i n my o f f i c e . 

22 Q. And you're obviously f a m i l i a r w i t h the geologic 

23 matters involved i n t h i s a p p l i c a t i o n ? 

24 A. Yes, s i r . 

25 MR. BRUCE: Madam Chair , I ' d tender 
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1 Mr. Gutierrez as an expert geologist. 

2 CHAIRPERSON BAILEY: He i s accepted. 

3 Q. (BY MR. BRUCE) Mr. Gutierrez, rather than 

4 i n t e r r u p t you too much and slow you down, why don't we 

5 s t a r t w i t h s l i d e seven, the Executive SuiruTiary, and l e t ' s 

6 move on from there? 

7 A. Sure. 

8 Frontier's requesting a permit to construct 

9 a second acid gas i n j e c t i o n w e l l i n t o the same r e s e r v o i r 

10 th a t the current w e l l i s designed and i s operating. The 

11 w e l l would be i n j e c t i n g i n t o the lower Wolfcamp at 

12 approximately 10,000 feet -- roughly between about 9,900 

13 and about 10,150 feet i n t h e i r No. 1 w e l l , and we 

14 believe i t w i l l be e s s e n t i a l l y the same general depths 

15 i n the No. 2 w e l l , even though the No. 2 w e l l w i l l be 

16 located approximately h a l f a mile -- the bottom-hole 

17 l o c a t i o n w i l l be located approximately h a l f a mile away 

18 from the No. 1 w e l l . 

19 There are no act i v e wells t h a t penetrate 

20 the lower Wolfcamp w i t h i n the h a l f - m i l e radius area of 

21 review. There are -- w e l l , w i t h i n the one-mile area of 

22 review, there i s another w e l l t h a t i s a saltwater 

23 disposal w e l l , which I ' l l discuss a l i t t l e b i t i n the 

24 context of the question which Conimissioner Balch r a i s e d 

25' about the permeability. And I ' l l t a l k about t h a t i n a 
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1 l i t t l e b i t . 

2 Then there i s only one plugged and 

3 abandoned w e l l w i t h i n the h a l f - m i l e area, and t h a t i s 

4 the Queen B 036, which was already evaluated as w e l l i n 

5 the previous a p p l i c a t i o n because i t was w i t h i n the area 

6 of review of the No. 1 w e l l as w e l l . And th a t ' s 

7 pro p e r l y plugged and completely i s o l a t e d i n the proposed 

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

9 A f t e r we take i n t o account the i r r e d u c i b l e 

10 water and w i t h the i n f o r m a t i o n t h a t we have the No. 1 

11 w e l l , we were able t o r e f i n e our estimate of the extent 

12 of the plume a f t e r 30 years of i n j e c t i o n , and t h a t 

13 extent i s approximately 140 acres and w i t h a radius of 

14 about a quarter mile from the w e l l . I t ' s not too 

15 d i f f e r e n t than what we a n t i c i p a t e d f o r the No. 1 w e l l . 

16 When you look at the 100 percent safety 

17 f a c t o r , we're s t i l l w e l l under h a l f mile w i t h a radius 

18 of about 3.7 miles. 

19 Q. One question on t h i s c h a r t . I t t a l k s about the 

20 maximum operating surface pressure of 3,200 p s i . What 

21 i s the c u r r e n t l y approved maximum pressure? 

22 A. 3,200 p s i . 

23 Q. I t is? 

24 A. Yes, s i r . 

25 Q. So i t ' s s l i g h t l y above the 3,200 p s i p r e f e r r e d 
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1 depth? 

2 A. I t i s , because we d i d a step-rate t e s t and were 

3 able t o obt a i n an increase i n the allowable pressure. 

4 So we don't get .any f u r t h e r without 

5 answering the question t h a t was asked e a r l i e r about the 

6 operating pressure, we're c u r r e n t l y i n j e c t i n g at about 

7 2,400. And i t was o r i g i n a l l y a n t i c i p a t e d t h a t the w e l l 

8 would probably be able to i n j e c t at about 15- or 1,600 

9 p s i given the bottom-hole pressure, but what happened, 

10 b a s i c a l l y , i s we got lower p e r m e a b i l i t y than we 

11 expected. The p o r o s i t y i s good, but we got a l i t t l e b i t 

12 less p e r m e a b i l i t y than we a n t i c i p a t e d . And I ' l l go i n t o 

13 t h a t i n more d e t a i l l a t e r and why we t h i n k the new w e l l 

14 w i l l be b e t t e r . 

15 Q. Okay. 

16 A. We have designed — and the l a s t w e l l was 

17 designed -- now, the d i f f e r e n c e between 1.8 and 

18 2 m i l l i o n cubic feet a day r e a l l y doesn't make any 

19 d i f f e r e n c e i n the design of the w e l l . We have requested 

2 0 t h i s about ten-percent increase i n the i n j e c t i o n r a t e 

21 and have modeled the i n j e c t i o n at t h i s higher r a t e , and 

22 t h a t ' s because what we're seeing i s we're seeing a 

23 l i t t l e b i t more increase i n C02 associated w i t h t h i s gas 

24 than what we a n t i c i p a t e d o r i g i n a l l y . And as these wells 

25 come o n l i n e , what we're seeing i s t h a t -- a c t u a l l y , the 
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1 r a t i o i s skewing a l i t t l e b i t more towards maybe 89 

2 percent or maybe 90 percent C02 and 11 — 10 to 11 

3 percent H2S. We're j u s t g e t t i n g a l i t t l e more C02 than 

4 a n t i c i p a t e d and t h a t ' s what would make up the bulk of 

5 t h a t 200,000 a d d i t i o n a l cubic f e e t a day. 

6 The i n j e c t e d f l u i d composition, roughly, 

7 r i g h t now i s about 12 percent H2S and 88 percent C02. 

8 The i n j e c t e d f l u i d c o m p a t i b i l i t y has been determined and 

9 p r e e x i s t i n g by looking at the a v a i l a b l e i n f o r m a t i o n on 

10 the formation f l u i d s , and then, obviously, w i t h our 

11 i n j e c t i o n experience i n t o the No. 1, we have j 

12 a n t i c i p a t e d -- haven't encountered nor do we a n t i c i p a t e 

13 any problems w i t h c o m p a t i b i l i t y of the formation f l u i d . 

14 We've got a maximum allowable operating 

15 pressure of 3,200 p s i f o r the current w e l l . 

16 Q. And j u s t to be p e r f e c t l y c l e a r , you're not 

17 seeking a 2 m i l l i o n cubic f e e t i n j e c t i o n rate f o r each 

18 w e l l i n d i v i d u a l l y ? 

19 A. Absolutely not, no. The sum t o t a l w i l l be 

20 2 m i l l i o n . 

21 Just so you can see where the p l a n t i s 

22 located, the gas p l a n t i s located r i g h t here 

23 ( i n d i c a t i n g ) j u s t a few miles south of Maljamar, r i g h t 

24 a f t e r the main road there. I t ' s p r e t t y easy t o see. 

25 I t ' s an area, as Commissioner Bailey mentioned, i s 
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1 l a r g e l y f e d e r a l l y owned surface and f e d e r a l l y owned 

2 minerals, although there are some sta t e minerals. And 

3 the gathering system extends q u i t e a b i t f u r t h e r than 

4 the immediate v i c i n i t y of the plant and does tap a 

5 number of sta t e leases as w e l l and fee leases. 

6 I j u s t want t o mention t h a t on t h i s s l i d e 

7 and the f o l l o w i n g s l i d e -- and I'd be happy to make t h i s 

8 e l e c t r o n i c version a v a i l a b l e to the Commissioners -- I 

9 h i g h l i g h t e d i n red. I t looks kind of l i k e dark brown, 

10 but on my screen, i t ' s red, t h i s b u l l e t about the H2S 

11 contingency plan, and i t ' s d i f f e r e n t than what you see 

12 i n your presentation because the H2S contingency plan --

13 i n your presentation, the o r i g i n a l H2S contingency plan 

14 was submitted i n May of 2011 and tha t ' s c o r r e c t , but i t 

15 was subsequently modified when the w e l l was put i n . And 

16 before i t went i n t o e f f e c t , i t was approved by the 

17 D i v i s i o n i n November 2012 . So that's -- the w e l l r e a l l y 

18 d i d n ' t get s t a r t e d u n t i l December or January -- December 

19 of 2012, January 2013 because of the requirement t o 

20 upgrade those f a c i l i t i e s . So I j u s t thought i t would be 

21 more u s e f u l f o r the Commission to know when the plan was 

22 approved ra t h e r than when i t was submitted. So t h a t ' s 

23 why I changed these s l i d e s , so you would have t h a t 

24 i n f o r m a t i o n . And the same comment goes f o r the 

25 statement on the next s l i d e . 
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1 B a s i c a l l y the reason why F r o n t i e r wants a 

2 redundant w e l l i s b a s i c a l l y because t h e i r p l a n t depends 

3 on t h i s AGI No. 1 i n order t o be able t o operate. They 

4 have the a b i l i t y t o do a very l i m i t e d amount of f l a r i n g 

5 i n an emergency s i t u a t i o n based on t h e i r a i r permit, 

6 but, fundamentally, i f there was a r e a l problem w i t h the 

7 AGI No. 1, which we haven't encountered one to date, but 

8 i f there were to be a problem, b a s i c a l l y the p l a n t ' s 

9 dead i n the water and so are 1,500 other wells i n the 

10 area. They would have to be shut i n very q u i c k l y . They 

11 be able t o f l a r e f o r a day or something l i k e t h a t , but 

12 beyond t h a t , they'd have to shut them i n . 

13 And th a t ' s p a r t i c u l a r l y important because 

14 u n l i k e many other gas processors i n southeast 

15 New Mexico, t h i s i s F r o n t i e r ' s only pla n t there. So 

16 they do not have the a b i l i t y t o shunt t h a t gas to 

17 another p l a n t i n order t o be able t o keep those wells 

18 o n l i n e . So i t ' s a c r i t i c a l -- c r i t i c a l w e l l . And when 

19 we experience the lower than a n t i c i p a t e d p e r m e a b i l i t y 

2 0 and t h i s being the major asset t h a t F r o n t i e r has i n 

21 New Mexico, the president of F r o n t i e r , Mr. Briscoe, 

22 contacted me and said, Look, we need to f i n d another 

2 3 w e l l because we want to make sure t h a t i f we have some 

24 challenges w i t h the f i r s t w e l l , t h a t down the road we 

25 have another w e l l t h a t we can r e l y on. 
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1 And so they asked us o r i g i n a l l y t o t r y t o 

2 f i n d another zone t h a t might have b e t t e r p e r m e a b i l i t y . 

3 Unfortunately, i n t h i s area, there j u s t i s n 1 t . I mean, 

4 there are b e t t e r zones t h a t have b e t t e r p e r m e a b i l i t y and 

5 b e t t e r p o r o s i t y t h a t are shallower, but f o r t u n a t e l y f o r 

6 the producers, u n f o r t u n a t e l y f o r us, they're producing, 

7 so we r e a l l y can't use those zones. And deeper than the 

8 Wolfcamp there, there i s some p o t e n t i a l f o r f u t u r e 

9 production, and also there's j u s t not very good 

10 i n f o r m a t i o n about what those r e s e r v o i r s are. So we're 

11 b a s i c a l l y i n the same r e s e r v o i r . 

12 However -- and w e ' l l go i n t o t h i s when we 

13 go i n t o the geology i n d e t a i l -- a f t e r we had our f i r s t 

14 w e l l permitted and we were i n the process of d r i l l i n g 

15 i t , Cimarex requested and applied f o r a saltwa t e r 

16 disposal w e l l t o be located about a mile and a quarter 

17 t o a mile and a h a l f to the southwest of the p l a n t and 

18 i n t o the same r e s e r v o i r t h a t we're i n j e c t i n g i n t o . And 

19 the D i v i s i o n at the time contacted us and said, you 

20 know, You should take a look at t h i s and see i f you have 

21 any concerns or whatever. 

22 So we met w i t h Cimarex, and we exchanged 

23 i n f o r m a t i o n . And we were convinced t h a t t h e i r w e l l 

2 4 would not neg a t i v e l y impact our -- i t was s u f f i c i e n t l y 

25 f a r away, and there are some s t r u c t u r a l issues closer t o 
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1 t h e i r w e l l t h a t we thought would prevent there being any 

2 r e a l e f f e c t from t h e i r i n j e c t i o n to our w e l l . So we 

3 didn't object to that a p p l i c a t i o n . 

4 And, i n f a c t , i t ' s been a very cooperative 

5 e f f o r t . We gave Cimarex our logs and our core data, 

6 because we cored the f i r s t w e l l and we logged i t i n 

7 d e t a i l , and they used t h a t . And when they completed 

8 t h e i r w e l l about a year ago, they found t h a t t h e i r zone 

9 looked -- on the logs, i t looks almost i d e n t i c a l to 

10 ours, but -- and so the porosi t y ' s e s s e n t i a l l y very 

11 s i m i l a r , i d e n t i c a l , but t h e i r permeability i s a l o t 

12 b e t t e r . 

13 And so c l e a r l y we had data from -- o l d data 

14 from the Queen B 36, which i s between where our new 

15 proposed bottom-hole l o c a t i o n i s and where Cimarex's 

16 w e l l i s , and tha t also had b e t t e r permeability. So we 

17 know th a t d i a g e n e t i c a l l y the permeability increases i n 

18 t h a t southwesterly d i r e c t i o n . 

19 And so consequently we ta l k e d to Cimarex 

20 and said, Okay, here's what we want to do. We want t o 

21 put a w e l l closer to your w e l l , take advantage of the 

22 b e t t e r permeability. And we put our heads together and 

23 decided okay, how close can we get to the w e l l where we 

24 f e e l t h a t we're not i n t e r f e r i n g w i t h yours and you're 

25 not i n t e r f e r i n g with ours? And we came up w i t h not any 
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1 closer than h a l f a mile. And so we agreed. That's why 

2 Cimarex has no opposition. In f a c t , they support the 

3 p r o j e c t . So that's how i t came t o be where we had 

4 located the w e l l . 

5 So I t h i n k I've covered some of these 

6 things i n the s l i d e , but I w i l l mention t h a t the 

7 i n j e c t i o n r e s e r v o i r s , we have evaluated them not only 

8 w i t h the e x i s t i n g wellbore data but also w i t h 3D 

9 seismic, because there was a lack of very d e t a i l e d data 

10 because there are not too many wells t h a t penetrate t h a t 

11 zone i n the area i n i t i a l l y . So we had found a l o c a t i o n 

12 f o r the No. 1 wel l w i t h seismic, and we d i d the same 

13 t h i n g and reviewed t h a t seismic again. But, of course, 

14 by the time we d i d the second w e l l , we had core data and 

15 very d e t a i l e d log information from our f i r s t w e l l t h a t ' s 

16 been p a r t i c u l a r l y h e l p f u l . 

17 So furthermore, I j u s t want to mention t h a t 

18 we have also submitted -- because t h i s w e l l i s on BLM 

19 surface and BLM minerals, i t requires an APD from the 

20 BLM, and we submitted that i n June, and r e a l l y i t ' s 

21 s t i l l pending review. The BLM i s way backlogged i n 

22 terms of t h e i r review of APDs. And generally, f o r AGIs, 

23 they don't do much on them u n t i l t h i s body acts. So 

24 tha t ' s kind of where we are. 

25 A l l the p a r t i e s have been i n d i v i d u a l l y 
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1 noticed as required, and o r i g i n a l l y the hearing was set 

2 fo r September 11th. I t had been moved to today, and we 

3 advised a l l the people who were noticed of t h a t change 

4 as w e l l , and there have been no objections. I n f a c t , 

5 the producers r e a l l y support the p r o j e c t . 

6 So as I mentioned, j u s t to give a l i t t l e 

7 f u r t h e r information about the notice, we noticed a l l of 

8 the surface owners, operators and leaseholders w i t h i n a 

9 mile radius of the proposed w e l l . Also, there was a 

10 notice of the a p p l i c a t i o n t h a t was published i n the 

11 Hobbs News-Sun, and we have not received any objections. 

12 As I mentioned, i n f a c t , the producers are q u i t e happy 

13 t h a t t h i s i s going on because they were not happy when 

14 we had struggles w i t h our permeability i n the f i r s t 

15 w e l l , and i t took longer than a n t i c i p a t e d to get t h a t 

16 f i r s t w e l l going because we had to upgrade the surface 

17 f a c i l i t i e s to provide a higher surface i n j e c t i o n 

18 pressure. 

19 Of course, the H2S plan, which i s c u r r e n t l y 

20 approved f o r the f a c i l i t y , has a single w e l l i n i t . The 

21 new H2S plan w i l l not change substantively. We've 

22 already spoken to Carl Chavez of the OCD about t h a t , and 

23 we w i l l , of course, resubmit a new plan f o r approval 

24 t h a t incorporates a second w e l l . 

25 But because the surface l o c a t i o n of the two 
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1 wells w i l l be r e l a t i v e l y close together, about 450 f e e t 

2 apart, there's not going t o be much of a d i f f e r e n c e i n 

3 terms of the ROE f o r the new H2S contingency plan. I n 

4 f a c t , instead of having j u s t one c i r c l e around the amine 

5 u n i t and one around the o l d w e l l , w e ' l l have three 

6 c i r c l e s , one around the new w e l l , one around the o l d 

7 w e l l and one around the amine u n i t . We don't a n t i c i p a t e 

8 any s i g n i f i c a n t challenges there. 

9 And I'm sure -- I apologize i n advance to 

10 the Commissioners because they've heard a l o t of t h i s 

11 before, and I ' l l t r y t o make i t as i n t e r e s t i n g as 

12 possible. And I t h i n k you w i l l enjoy t h i s one because 

13 we do have some seismic, and i t ' s a l i t t l e d i f f e r e n t 

14 than our normal evaluation. 

15 But the bottom l i n e i s we're s t i l l l o o k i n g 

16 f o r the same kind of r e s e r v o i r . We're looking f o r one 

17 t h a t has the a b i l i t y to permanently contain the gas t h a t 

18 i s being i n j e c t e d and disposed of i n the r e s e r v o i r . 

19 I t ' s i s o l a t e d from fresh groundwater. We are lo o k i n g 

20 f o r a r e s e r v o i r t h a t ' s not going t o create an e f f e c t --

21 a negative e f f e c t on e x i s t i n g or p o t e n t i a l production. 

22 We want something that's l a t e r a l l y extensive and, of 

23 course, permeable w i t h good p o r o s i t y , and we want some 

2 4 excess capacity f o r the a n t i c i p a t e d i n j e c t i o n volumes, 

25 and, of course, a compatible f l u i d chemistry. And both 
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1 the AGI No. i and the AGI No. 2 meet a l l those c r i t e r i a , 

2 but obviously f o r the No. 2, we're looking f o r a l i t t l e 

3 b e t t e r p e r m e a b i l i t y t o r e s u l t i n a l i t t l e lower surface 

4 i n j e c t i o n pressure. 

5 Q. What records d i d you search when you were 

6 looking f o r t h i s geologic s t r u c t u r e you wanted t o use? 

7 A. Well, we used a l l of the a v a i l a b l e w e l l log 

8 in f o r m a t i o n from the area. We used -- we obtained 

9 three-dimensional seismic, which we analyzed. I t was 

10 p a r t of the analysis f o r the p e r m i t t i n g of the AGI No. 

11 1. And furthermore and perhaps most im p o r t a n t l y , we had 

12 the data from two wells t h a t d i d n ' t e x i s t when we f i r s t 

13 permitted the No. 1, which i s our own No. 1 w e l l , and 

14 then the Cimarex Pearsall SWD w e l l . 

15 Q. Was t h a t a new well? 

16 A. Yes, i t was. They d r i l l e d t h a t w e l l as a new 

17 w e l l f o r saltwater disposal. 

18 As I mentioned, you know, there are a l o t 

19 of wells i n t h i s area, but most of them are shallow 

20 w e l l s . So w i t h i n two miles of the proposed AGI or 

21 w i t h i n two miles of the p l a n t , i f you w i l l , there i s 

22 about 780 wells i n th a t area of which there are 31 wel l s 

23 t h a t penetrate the Wolfcamp. Twenty of those are a c t i v e 

24 w e l l s , and 11 are plugged and abandoned. 

25 Within a h a l f mile of the AGI No. 2, 
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1 there's only two wells t h a t penetrate the Wolfcamp. One 

2 i s the Queen B 36, which was plugged and abandoned a 

3 long time ago, before we ever d r i l l e d the No. 1 w e l l , 

4 and then the second one i s , of course, our own No. 1 

5 w e l l . 

6 Based on the s t r a t i g r a p h i c information t h a t 

7 we have and the 3D seismic, we have i d e n t i f i e d the zone. 

8 I t ' s an excellent acid gas r e s e r v o i r . I t could have a 

9 l i t t l e b e t t e r permeability i n the area of No. 1, but 

10 i t ' s s t i l l a very good r e s e r v o i r and meets the c r i t e r i a 

11 t h a t we're looking f o r . 

12 We got t h i s information, as I mentioned, 

13 based on a l l of the sources t h a t I j u s t went over, and 

14 we f e e l comfortable that t h i s i n j ection i s not going t o 

15 negatively a f f e c t e i t h e r current or p o t e n t i a l production 

16 and c e r t a i n l y not surface or groundwater. 

17 Q. Are there many freshwater ground freshwater 

18 sources i n t h i s area? 

19 A. There are not, and I'11 go through t h a t a 

20 l i t t l e b i t l a t e r i n my presentation. 

21 But there's b a s i c a l l y j u s t a couple of 

22 shallow wells i n the area, and, f r a n k l y , there i s j u s t 

23 not very much groundwater there. But whatever there i s 

24 i s i n the shallow alluvium and a l i t t l e b i t i n the 

25 Dockum Group. 
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1 The general s t r u c t u r a l features — I'm sure 

2 a l l the Commissioners are very f a m i l i a r w i t h t h i s , but 

3 j u s t so you know where we are, we're o f f the 

4 northwestern shelf, and we're i n a series of kind of 

5 d e t r i t a l carbonates t h a t come o f f of t h a t shelf i n the 

6 Wolfcamp. And y o u ' l l see how those things show up and 

7 how those p o r o s i t y fairways show up i n the seismic when 

8 we get to t h a t . 

9 Generally, t h i s i s what we're looking at 

10 ( i n d i c a t i n g ) . We're kind of looking at the Maljamar 

11 Plant having been, e s s e n t i a l l y , on a shelf margin, and 

12 we get some of these d e t r i t a l carbonates t h a t are coming 

13 o f f of the shelf, coming o f f of the shallow waters 

14 across reefs and onto the shelf there. 

15 You can see t h i s , a long s t r i k e i n the 

16 Wolfcamp. You tend to have these l i t t l e h i l l s and 

17 canyons. And i f we look at t h i s cross section here 

18 ( i n d i c a t i n g ) , i t ' s a st r u c t u r e section through the 

19 i n t e r v a l i n the -- the permal [phonetic; s i c ] pen 

2 0 i n t e r v a l , and you can see th a t t h a t i n t e r v a l i s 

21 approximated by the red bar th a t we have i n there. And 

22 you've got a series of wells that show varying degrees 

23 of po r o s i t y interbedded throughout the section here. 

24 And these are some wells i t doesn't include the 

25 w e l l our w e l l because i t ' s o f f of t h i s section l i n e 
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1 ( i n d i c a t i n g ) , but what we see i n our w e l l i s very 

2 s i m i l a r t o what i s shown i n the COG Operating Federal B 

3 No. 1. 

4 I w i l l also mention t h a t the D i v i s i o n 

5 has -- we d i d not submit i t f o r j u s t t r y i n g not to k i l l 

6 any more t r e e s , but we have about a seven- or e i g h t - i n c h 

7 t h i c k end-of-well r e p o r t , which we submitted t o the 

8 D i v i s i o n , t h a t has a l l of the d e t a i l e d i n f o r m a t i o n from 

9 the No. 1 w e l l , i n c l u d i n g a l l of the core analyses and 

10 a l l of the d e t a i l e d log i n t e r p r e t a t i o n . And the 

11 D i v i s i o n has tha t d e t a i l e d i n f o r m a t i o n on the No. 1 

12 w e l l . 

13 Well, o r i g i n a l l y , when we f i r s t evaluated 

14 t h i s area, we j u s t had a r e a l s c a r c i t y of good logs t o 

15 characterize the Wolfcamp because there j u s t weren't 

16 t h a t many penetrations i n t h i s area. So what we d i d i s 

17 we obtained 3D seismic over t h i s cup f o r about 

18 one-and-a-half square mile area of the f a c i l i t y . And we 

19 took three wells t h a t we had sonic logs f o r , and we 

20 constructed s y n t h e t i c seismic p r o f i l e s of those logs and 

21 those wells i n order t o key i n our 3D seismic f o r our 

22 i n t e r p r e t a t i o n there. 

23 When you look at what we found i n the 

24 seismic i n cross section, what we found i s i n the -- you 

25 can see r i g h t here ( i n d i c a t i n g ) we've got the lower 
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1 Leonard and then the top of the lower Leonard; then we 

2 have the top of the Wolfcamp. And then down here i n the 

3 lower Wolfcamp, these areas t h a t are -- these red areas 

4 ( i n d i c a t i n g ) are the, kind of, p o r o s i t y sweet spots t h a t 

5 we see i n the i n the seismic. We saw a couple here 

6 ( i n d i c a t i n g ) i n the lower Leonard, and then we see some 

7 r e a l l y good development here ( i n d i c a t i n g ) . 

8 Now, i f you go a l l the way down towards 

9 here, t h i s area ( i n d i c a t i n g ) , t h i s i s where i t ' s a 

10 l i t t l e f u r t h e r o f f t h i s cross sec t i o n , but you can see 

11 some p r e t t y good development of those zones r i g h t i n 

12 t h i s area. And t h i s out here ( i n d i c a t i n g ) i s where the 

13 Pearsall Cimarex w e l l i s located. Our w e l l i s a c t u a l l y 

14 located more o f f of t h i s -- t h i s r e a l l y nice zone r i g h t 

15 here ( i n d i c a t i n g ) , our w e l l i s located here to the east. 

16 Q. The No. 1 well? 

17' A. The No. 1 w e l l , t h a t ' s c o r r e c t . 

18 And t h i s i s t h a t plugged Baish w e l l , and 

19 you can see there i s some very good -- i t goes r i g h t 

20 through the center of t h i s sweet spot ( i n d i c a t i n g ) . 

21 Now, you might ask, Why di d n ' t we d r i l l i n t h i s l o c a t i o n -

22 the f i r s t time? Well, I mean, I w i l l mention t h a t , you 

23 know, as a geo l o g i s t , we're j u s t i n t e r e s t e d i n what i s 

2 4 the best s i t u a t i o n i n the subsurface, but our c l i e n t was 

25 p a r t i c u l a r l y i n t e r e s t e d i n having t h e i r w e l l on the east 
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1 and north side of t h e i r p l a n t and the east side as w e l l 

2 because they r e a l l y d i d n ' t have room anywhere else on 

3 the p l a n t t o put the w e l l , and they had obtained t h i s 

4 lease from the BLM. And so we d r i l l e d -- our o r i g i n a l 

5 recommended l o c a t i o n was west of the p l a n t , but he ended 

6 up d r i l l i n g the w e l l and proposing i t on the east side 

7 of the plan because we thought okay, we s t i l l have a 

8 good enough r e s e r v o i r . I t ' s not the sweetest spot. But 

9 we probably should have -- i n h i n d s i g h t , we probably 

10 should have angled the w e l l f u r t h e r t o the west, the 

11 f i r s t w e l l , and we may not have had these p e r m e a b i l i t y 

12 issues. But s t i l l we would have the need f o r a second 

13 w e l l j u s t f o r redundancy purposes. 

14 But one of the things we d i d i s take time 

15 s l i c e s i n the lower Wolfcamp, and you can see t h a t while 

16 there i s some p r e t t y good development here ( i n d i c a t i n g ) , 

17 when you are looking at where the Baish w e l l i s over 

18 here ( i n d i c a t i n g ) , you're kind of i n t h i s h o l i d a y [ s i c ] , 

19 i n t h i s zone, and t h i s had q u i t e a b i t of b e t t e r 

20 p e r m e a b i l i t y than we see i n our w e l l . 

21 Currently what we're proposing f o r the new 

22 w e l l i s going to have a bottom-hole l o c a t i o n i n 

23 approximately t h i s -- t h i s area r i g h t here, j u s t west of 

24 the p l a n t ( i n d i c a t i n g ) . The surface l o c a t i o n w i l l be 

25 about here ( i n d i c a t i n g ) . And w e ' l l go i n t o t h a t i n more 
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1 d e t a i l i n a minute. 

2 We also i d e n t i f i e d -- and I haven't covered 

3 these i n t h i s presentation, but i n the o r i g i n a l 

4 presentation, i n the lower Leonard above the Wolfcamp, 

5 there was also a p o t e n t i a l i n j e c t i o n zone. When we 

6 d r i l l e d through i t , we elected i n the f i r s t w e l l — even 

7 though we were permitted t o i n j e c t i n t o both of those 

8 zones, i n the f i r s t w e l l , we elected not to e x p l o i t the 

9 lower Leonard because i t looked l i k e i t might be even a 

10 l i t t l e b i t t i g h t e r than the lower Wolfcamp. So we l e f t 

11 t h a t behind pipe and when -- we a c t u a l l y came back to 

12 the Commission and requested t h a t we not complete i n the 

13 lower Leonard but only i n the Wolfcamp, and tha t ' s what 

14 we d i d i n t h i s w e l l . 

15 You can see the area th a t we completed 

16 our f i r s t w e l l i n here ( i n d i c a t i n g ) . And, you know, 

17 j u s t s t r i c t l y on the seismic, i t doesn't look as porous 

18 here t o the west, but we know th a t the perme a b i l i t y i s 

19 b e t t e r there because of the Baish Number 36 and the 

20 Cimarex w e l l , which i s a l i t t l e f u r t h e r . 

21 So t h i s i s a s t r u c t u r e map ( i n d i c a t i n g ) , 

22 and we also show the area of highest p o r o s i t y w i t h i n 

23 t h i s dashed l i n e ( i n d i c a t i n g ) . The dip i s towards the 

24 south here ( i n d i c a t i n g ) , and, again, our new w e l l -- you 

25 can't j u s t r e l y on the seismic because what we see i s 
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1 th a t the permeability j u s t r e a l l y does -- the p o r o s i t y 

2 stays p r e t t y s i m i l a r , but the permea b i l i t y tends t o 

3 increase i n t h i s d i r e c t i o n ( i n d i c a t i n g ) . And then we 

4 a c t u a l l y lose some p o r o s i t y , and we pick i t back up 

5 towards the southwest here. We haven't extended i t t h a t 

6 f a r , but we know t h a t from the Pearsall w e l l . 

7 So the proposed Maljamar No. 2 l o c a t i o n i s 

8 i n t h i s area r i g h t here ( i n d i c a t i n g ) . And you can see 

9 tha t when we combine a l l of the zones, we have some 

10 s i g n i f i c a n t excess capacity, but, again, we're only 

11 going to use the lower Wolfcamp. So t h a t i s the l a r g e s t 

12 capacity from p o r o s i t y of any of these ( i n d i c a t i n g ) , 

13 which has a p o r o s i t y t o t a l of about 24 m i l l i o n b a r r e l s 

14 i n the area. 

15 So when we look at the ca l c u l a t e d volume of 

16 TAG a f t e r 30 years at t h i s 2 m i l l i o n r a t e , we're looking 

17 at f i l l i n g up something l i k e about 38 percent or so of 

18 the re s e r v o i r t h a t we would occupy, and tha t t r a n s l a t e s 

19 to about 139 acres and a radius of about .26 miles. 

20 This i s a composite log section of the 

21 Wolfcamp SWD w e l l t h a t was -- tha t was d r i l l e d to the 

22 west. This i s not the -- t h i s i s not the Pearsall w e l l , 

23 Cimarex w e l l but another w e l l t h a t i s d r i l l e d south, and 

24 we've got quite a good zone i n t h a t w e l l w i t h , you know, 

25 p o r o s i t i e s t h a t range from about 10 to 18 percent i n 
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1 t h i s area. And t h i s zone i s not l a t e r a l l y connected t o 

2 our wel l s , but i t i s s i m i l a r i n geology to what we've 

3 seen. 

4 This i s a type section ( i n d i c a t i n g ) , i f you 

5 want, f o r the lower Leonard and the Wolfcamp, and these 

6 are the zones up here ( i n d i c a t i n g ) t h a t we l e f t behind 

7 pipe and elected not to pe r f o r a t e . And t h i s i s our 

8 re s e r v o i r ( i n d i c a t i n g ) t h a t we're using at the present 

9 time. This i s , again, i n tha t Baish B36, which i s 

10 r e a l l y the closest w e l l t h a t we have logs f o r t h a t would 

11 be closest to our new bottom-hole l o c a t i o n . 

12 When you look at the calculated r a d i i a f t e r 

13 30 years of i n j ection, you'11 see our surface l o c a t i o n 

14 here ( i n d i c a t i n g ) . By the way, the Maljamar No. 1 w e l l 

15 i s located here ( i n d i c a t i n g ) , and the Maljamar No. 2 i s 

16 going to be located about 450 fee t to the northwest of 

17 i t , r i g h t next to the f l a r e at the — at the p l a n t . 

18 Q. The surface location? 

19 A. The surface l o c a t i o n . That i s corr e c t . 

20 And then the bottom-hole l o c a t i o n about 

21 2,500 fe e t away here i n t h i s l o c a t i o n ( i n d i c a t i n g ) . 

22 Again, the Baish w e l l i s located i n about t h i s area 

23 r i g h t here ( i n d i c a t i n g ) , and the Cimarex w e l l i s down 

24 here i n t h i s area ( i n d i c a t i n g ) . 

25 The d e t a i l e d l o c a t i o n s , by the way, are 
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1 shown on t h i s l a s t graph. So the surface i s about 4 00 

2 fe e t from the south l i n e and 2,100 from the east l i n e of 

3 Section 21, and the bottom hole i s about 350 feet from 

4 the south and 650 feet from the west l i n e , about 2,500 

5 f e e t of de v i a t i o n . 

6 The conceptual design i s shown i n Figures 4 

7 and 6 of the C-108, but b a s i c a l l y we have a design t h a t 

8 we have r e f i n e d i n our current acid gas i n j e c t i o n 

9 program, which w i l l have c o r r o s i o n - r e s i s t a n t L80 

10 threaded tubing. I t w i l l have an automated subsurface 

11 safety valve. This i s a dry i n j e c t i o n w e l l , so i t w i l l 

12 have a c o r r o s i o n - i n h i b i t e d d i e s e l , w i t h pressure 

13 monitored both at the surface and i n the -- at the 

14 bottom hole. And i t w i l l have, of course, a 

15 c o r r o s i o n - r e s i s t a n t packer and c o r r o s i o n - r e s i s t a n t 

16 casing that t h a t packer w i l l be set i n t o . 

17 And, of course, there w i l l be -- and I ' l l 

18 t a l k about the metering and monitoring, but we w i l l be 

19 recording volumes and pressures and temperatures of the 

20 i n j e c t e d gas, as w e l l as the pressure and temperature of 

21 .the annulus and the pressure and temperature of the 

22 i n j e c t i o n zone at the base of the w e l l . 

23 So, i n general, there i s -- you know, we've 

2 4 got the compression f a c i l i t y . We w i l l have a l i n e from 

25 there which w i l l have an ESP valve downstream of the 
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1 compression f a c i l i t y . And by the way, we are going t o 

2 use the same compression f a c i l i t y t h a t goes t o the 

3 e x i s t i n g w e l l s , so we're j u s t going t o T o f f of t h a t 

4 l i n e and go to the new w e l l , which w i l l have a 

5 subsurface safety valve set at approximately 250 to 300 

6 f e e t , depending on how the tubing lays out. And then we 

7 w i l l have an i n e r t f l u i d above the packer. We'll have a 

8 r e t r i e v a b l e a c i d g a s - r e s i s t a n t packer set i n acid 

9 ga s - r e s i s t a n t casing, and we're t a r g e t i n g t h i s Wolfcamp 

10 zone from about i t ' s a c t u a l l y about 9,800 -- 9,850 t o 

11 about 10,130. And i t j u s t depends on what our logs show 

12 when we d r i l l the new w e l l , but we a n t i c i p a t e i t won't 

13 be f a r d i f f e r e n t from t h a t . 

14 This i s a schematic of the w e l l 

15 ( i n d i c a t i n g ) . Again, i t i s an i n c l i n e d w e l l , so be 

16 aware t h a t we have got a set of, b a s i c a l l y , four s t r i n g s 

17 of casing. We've got a conductor casing. We've got 

18 surface casing down t o about 890 f e e t . 

19 Just before our meeting here, Mr. Goetze 

20 had brought t o my a t t e n t i o n t h a t the d i s t r i c t o f f i c e had 

21 sent me an e-mail t h i s morning -- which I had already 

22 l e f t t o Albuquerque and d i d n ' t get — t h a t they were 

23 wanting t o have e i t h e r -- they were requesting t h a t t h i s 

24 intermediate casing be ra i s e d up a l i t t l e b i t more t o 

25 p r o t e c t a c e r t a i n -- t o p r o t e c t the Santa Rosa area t h a t 
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1 they would l i k e t o p r o t e c t . And what we w i l l probably 

2 do i s lower the surface casing rather than r a i s e the 

3 intermediate. Because one of the things we encountered 

4 when we d r i l l e d the f i r s t w e l l i s t h a t — e s p e c i a l l y i n 

5 t h i s area r i g h t below about 5,000 fe e t and r i g h t around 

6 5,000 fe e t ( i n d i c a t i n g ) . We had some h o r r i b l e problems 

7 d r i l l i n g the f i r s t w e l l there i n terms of g e t t i n g stuck. 

8 There are some r e a l l y depleted r e s e r v o i r s and zones i n 

9 those areas, and we were having a l o t of problems 

10 g e t t i n g stuck i n the hole i n those areas. And so we 1ve 

11 got a d i f f e r e n t approach we're going t o use when we 

12 d r i l l i t t o avoid t h a t , but also we wanted to extend the 

13 immediate across those zones so when we get i n t o the 

14 deviated p o r t i o n of our w e l l we wouldn't have those 

15 kinds of issues t o deal w i t h . So I'm sure we w i l l be 

16 able t o work t h a t out w i t h the d i s t r i c t o f f i c e and 

17 modify t h a t accordingly. 

18 There i s only one water w e l l w i t h i n the 

19 area of review, and t h a t i s t h i s R eliant processing w e l l 

20 t h a t ' s got a t o t a l depth of 158 f e e t , and i t ' s going t o 

21 be protected by the surface casing, which w i l l be 

22 extending w e l l below t h a t depth. 

23 The surface casing, l i k e I said, i s t o be 

24 set at about 8 90 f e e t below the deepest fr e s h water and 

25 cemented t o the surface. We're going t o have 
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1 intermediate casing set over 5,700 f e e t , and i t ' s w e l l 

2 below the deepest fr e s h water and a l l of the shallow 

3 productive u n i t s , and cement back t o the surface as 

4 w e l l . 

5 And then our tubing design and subsurface 

6 safety valve w i l l ensure the i n t e g r i t y of the inner 

7 p o r t i o n s of the w e l l , and we w i l l f i l l t h a t , of course, 

8 w i t h a c o r r o s i o n - i n h i b i t e d i n e r t f l u i d . Of course, 

9 we've got a design i n q u i t e a few s i m i l a r wells t h a t has 

10 worked q u i t e w e l l i n both southeast New Mexico and 

11 a c t u a l l y northwest New Mexico, Texas and i n Canada. 

12 t I n terms of the geology, the summary i s 

13 t h a t there are no f a u l t s or s t r u c t u r a l pathways t h a t 

14 have been i d e n t i f i e d i n the area of review. The caprock 

15 we know has got very low p o r o s i t y and i s very 

16 impermeable, and i t provides a very good b a r r i e r t o the 

17 i n j e c t i o n zone. As I mentioned, i n the Well No. 1, we 

18 record not only the caprock but also the various u n i t s 

19 w i t h i n the i n j e c t i o n zones, and we are very happy w i t h 

20 t h a t outcome. 

21 And I w i l l mention, also, t h a t -- i t ' s not 

22 i n the s l i d e s , but as a pa r t of the whole BLM process, 

23 since t h i s i s a fe d e r a l w e l l and they have primacy, they 

24 have required us, of course, to do -- when we o r i g i n a l l y 

25 d r i l l e d the f i r s t w e l l t o demonstrate t h a t there were no 
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1 recoverable hydrocarbons i n t h a t p o r t i o n of the 

2 Wolfcamp. And so we di d a d e t a i l e d analysis and 

3 provided t h a t , and the BLM was s a t i s f i e d there and 

4 allowed us, obviously, t o proceed w i t h our i n j e c t i o n and 

5 completion. 

6 Q. And t h a t data i s included i n the C-108? 

7 A. Yes, i t i s . And i t ' s also included i n much 

8 more d e t a i l -- the whole demonstration i s included as a 

9 separate appendix to t h a t end-of-well report f o r the 

10 No. 1 w e l l . 

11 So what are the key elements of our C-108? 

12 I t h i n k t h a t the AGI p r o j e c t has s u b s t a n t i a l 

13 environmental b e n e f i t s , greenhouse reduction and also 

14 the safety handling of the H2S. I t reduces waste and 

15 a i r emissions by e l i m i n a t i n g the need to f l a r e . 

16 Just to give you a l i t t l e b i t of h i s t o r y 

17 because you Commissioners d i d not hear t h i s f i r s t case, 

18 t h i s p l a n t used t o f l a r e a l l of i t s acid gas. They had 

19 a grandfathered permit t h a t allowed them t o f l a r e the 

20 e n t i r e amount of acid gas from t h a t p l a n t . But, of 

21 course, t h a t kind of a i r - q u a l i t y problem i s no longer 

22 acceptable, and so tha t ' s what caused them t o seek the 

23 a c i d gas i n j e c t i o n f o r the f i r s t w e l l i n the f i r s t 

24 place. 

25 The da ta p r o v i d e d by the d r i l l i n g , t e s t i n g 
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1 and operating of AGI No. 1 informed our design and 

2 d r i l l i n g procedures f o r AGI No. 2, as d i d the r e s u l t s 

3 from the Pearsall w e l l , which we worked very 

4 cooperatively w i t h Cimarex and traded a l o t of data and 

5 information. And they gave us some a d d i t i o n a l -- we 

6 made them aware of some of our nightmares i n the shallow 

7 zones, j u s t d r i l l i n g problems, and they were able to 

8 avoid some of t h e i r s i n t h e i r wells through using some 

9 d i f f e r e n t d r i l l i n g technologies, which we're going t o 

10 employ i n the No. 2 w e l l as w e l l . 

11 And 3D seismic has allowed the accurate 

12 d e l i n e a t i o n of the r e s e r v o i r and assuring t h a t nearby 

13 disposal and producing wells w i l l be f u l l y protected. 

14 We have provided the Commission w i t h a l l of 

15 the information that's necessary t o approve the AGI 

16 w e l l . The contingency plan -- I guess I didn ' t change 

17 t h i s one, but you can have the information. I t was 

18 o r i g i n a l l y submitted i n May 2011 and was u l t i m a t e l y 

19 approved i n November of 2012. And, of course, an 

20 updated plan w i l l be submitted p r i o r to b r i n g i n g on the 

21 AGI No. 2. 

22 The adj acent operators and the OCD support 

23 the p r o j e c t . We've discussed a number of issues w i t h 

24 the OCD, and the operators and the surface owners have 

25 expressed r e a l support f o r the p r o j e c t . 
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1 And we met by phone yesterday w i t h the 

2 Di v i s i o n to discuss t h e i r conditions, and generally I ' l l 

3 mention j u s t two items. One i s tha t the D i v i s i o n has 

4 in d i c a t e d to us that i t ' s t h e i r p o l i c y not to accept 

5 adjacent wells no matter how close i n terms of a 

6 d e v i a t i o n from the maximum allowable pressure without a 

7 step-rate t e s t , and so the D i v i s i o n has recorrimended a 

8 pressure of approximately 3,028 pounds as a maximum 

9 pressure. We believe 3,200 i s appropriate, and we 

10 believe -- we demonstrated that w i t h a step-rate t e s t , 

11 but we intend to do a step-rate t e s t on t h i s w e l l as 

12 w e l l . So what we would request from the Commission i s 

13 th a t they allow us the 3,200, contingent on the 

14 Division's review of t h a t step-rate t e s t . 

15 Q. Mr. Gutierrez, the conditions t h a t the OCD 

16 required were set f o r t h i n the pre-hearing statement? 

17 A. They were, that's c o r r e c t . And we reviewed 

18 those yesterday. 

19 Q. Yes. 

20 A. The only other -- and then there are a number 

21 of conditions, and we r e a l l y don't have a problem w i t h 

22 any of them, j u s t these two tha t I mentioned, the 

23 pressure t h a t I j u s t discussed. 

24 And then there i s a request t h a t we provide 

25 q u a r t e r l y reports on the i n j e c t i o n data, pressure, flow 
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1 ra t e and temperature, and, of course, we -- and d a i l y 

2 monitoring of t h a t . We do t h a t monitoring continuously, 

3 not .just d a i l y . I mean, i t ' s minute to minute, and w i l l 

4 be f o r both the top and the bottom hole. 

5 However, we would p r e f e r to be able t o do 

6 th a t r e p o r t i n g on a q u a r t e r l y basis maybe f o r the f i r s t 

7 year, and then depending on what the D i v i s i o n sees 

8 what we see i s t h a t t h i s s t u f f j u s t doesn't -- as long 

9 as you don't have a problem w i t h the w e l l , i t ' s r e a l l y 

10 q u i t e boring, the r e p o r t i n g , i n terms of the in f o r m a t i o n 

11 t h a t ' s provided. So we c l e a r l y do c o l l e c t t h a t 

12 inf o r m a t i o n and analyze i t , but we would l i k e t o be able 

13 to report i t q u a r t e r l y , and then based on the Div i s i o n ' s 

14 review of t h a t , maybe switch to a longer r e p o r t i n g 

15 period of maybe annually down the road. 

16 Q. Would you l i k e to be able t o request t h a t 

17 a d m i n i s t r a t i v e l y without coming back t o hearing? 

18 A. That's r i g h t . That's what we're t r y i n g t o do, 

19 and the same t h i n g w i t h the pressure, of course. We're 

20 t r y i n g to j ust set i t up so t h a t we don't have t o take 

21 the Commission's time and our time and expense t o come 

22 back to hearing f o r those m o d i f i c a t i o n s i f the D i v i s i o n 

23 concurs. 

24 Q. And one other i tem - - and t h i s was an 

25 o b j e c t i o n , I b e l i e v e , on t h e i r p a r t , but c o n d i t i o n 
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1 number four was the d a i l y monitoring of pressure data, 

2 d i e s e l replacement a c t i v i t i e s , atmospheric H2S and the 

3 safety measures i n place. Would you corriment on that? 

4 A. Sure. As I mentioned, we don't j u s t do d a i l y 

5 monitoring. We're monitoring continuously. A c t u a l l y , 

6 the SCADA System samples those sensors on a continual 

7 basis, every 20, 30 seconds, and records those 

8 measurements. 

9 But with respect t o the d i e s e l replacement 

10 a c t i v i t i e s , I j u s t wanted to c l a r i f y f o r the Commission, 

11 and I mentioned t h i s to the D i v i s i o n , we don't r o u t i n e l y 

12 replace the di e s e l at a l l . I mean, that's a sealed 

13 system. And a l l t h a t we do i s every time we do an MIT, 

14 we do have to r e l i e v e the pressure from there t o b r i n g 

15 i t down t o zero, and the way we do tha t i s by l e t t i n g 

16 some d i e s e l flow out i n t o our pump truck so the pressure 

17 goes down to zero. Then we pump i t back up to 500 

18 pounds, do the MIT, and then release i t back down to 

19 about 200 pounds, which i s where we t r y to keep the 

20 pressure f o r monitoring the back side. 

21 So i n tha t process, we t y p i c a l l y maybe p u l l 

22 out a quarter to a h a l f a b a r r e l of d i e s e l and then 

23 maybe put i n another quarter to h a l f a b a r r e l of d i e s e l 

24 when we're done w i t h the t e s t i n g . But other than t h a t , 

25 we usuall y don't f o o l w i t h t h a t d i e s e l at a l l . 
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1 Q. You don't mind monitoring or r e p o r t i n g that? 

2 I t ' s j u s t --

3 A. Oh, no, absolutely not. We record i t , and we 

4 w i l l do t h a t . But I j u s t wanted t o make sure t h a t the 

5 Commission understood t h a t t h a t i s not a ro u t i n e 

6 p r a c t i c e , t o replace t h a t d i e s e l . I t ' s only i f you were 

7 reworking the w e l l and had to do something l i k e t h a t . 

8 Q. And f i n a l l y , could you summarize F r o n t i e r ' s 

9 request? 

10 A. Fundamentally, we want t o d r i l l and t e s t and 

11 complete a w e l l as s p e c i f i e d i n our C-108 at t h i s 

12 l o c a t i o n . The surface t h a t I mentioned e a r l i e r , 4 00 

13 f e e t from the south l i n e , 2,100 fee t from the east l i n e , 

14 Section 21, and then bottom hole, 350 feet from the 

15 south l i n e , 650 fee t from the west l i n e i n the same 

16 section. 

17 Now, I w i l l emphasize t h a t as f a r as the 

18 bottom-hole l o c a t i o n i s concerned, you know, t h i s 

19 a p p l i c a t i o n i s s t i l l under review by the BLM, and 

20 sometimes they have some quirks about where they want a 

21 l o c a t i o n based on t h e i r own lease boundaries. And i t 

22 could req u i r e some s l i g h t movement of t h a t bottom-hole 

23 l o c a t i o n , but i f i t does, i t would c e r t a i n l y be w e l l 

24 w i t h i n the u n i t l e t t e r -- the same u n i t l e t t e r . So I 

25 j u s t would ask t h a t the Commission take note t h a t these 
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1 are pending the f i n a l approval by the BLM. And they 

2 haven't ind i c a t e d any need f o r th a t yet, but I have seen 

3 th a t happen before. 

4 Q. And i t w i l l probably take another several 

5 months t o get the APD from the BLM? 

6 A. Yes, s i r , unfo r t u n a t e l y . We submitted i t three 

7 months ago, and, you know, they have a -- they're 

8 supposed to give you a ten-day l e t t e r , they c a l l i t , 

9 which gives you -- t e l l s you whether or not the 

10 a p p l i c a t i o n i s a d m i n i s t r a t i v e l y complete. And i t ' s been 

11 90 days, and we s t i l l don't have our ten-day l e t t e r , so 

12 that's kind of where we are there. 

13 As a matter of f a c t , when I met w i t h 

14 Mr. Goetze e a r l i e r on another matter f o r another w e l l , I 

15 was complaining about the woes at the BLM and saying 

16 t h a t the State should be very proud, because, I mean, 

17 people complain t h a t the State doesn't get to things 

18 q u i c k l y enough. Well, you guys do i t at l i g h t speed 

19 compared to the BLM. 

20 We request a rate of 2 m i l l i o n cubic f e e t a 

21 day, which i s a couple hundred thousand more than what 

22 we had because of t h i s a n t i c i p a t e d a d d i t i o n a l C02 and 

23 our maximum operating pressure, as I described i t , 

24 3,200. And we would l i k e to begin d r i l l i n g the w e l l and 

25 completing i t as soon as possible a f t e r approval of the 
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1 BLM's APD. 

2 Q. And, again, E x h i b i t 1, which i s the C-108, was 

3 prepared by you or under your supervision? 

4 A. Yes, i t was. 

5 Q. And i t contains a l l of the necessary 

6 attachments required by the C-108 and as otherwise 

7 required by the Division? 

8 A. Yes. 

9 Q. And you stated e a r l i e r notice was given to the 

10 surface owner and to a l l o f f s e t t i n g operators or working 

11 i n t e r e s t owners as required by the Division? 

12 A. Not only to the surface owner of the w e l l but 

13 to a l l of the surface owners w i t h i n the one-mile area. 

14 Q. And i s that r e f l e c t e d i n E x h i b i t 2 of my 

15 A f f i d a v i t of Notice? 

16 A. I t i s indeed. 

17 MR. BRUCE: And, Madam Chair, j u s t f o r your 

18 information, E x h i b i t 8 contains the i n d i v i d u a l l e t t e r s 

19 and c e r t i f i e d green cards t h a t Mr. Gutierrez sent out 

20 from his o f f i c e . That included the C-108 and also gave 

21 notice of the September 11th hearing. But a f t e r i t was 

22 changed, I sent out notice to a l l of the same personnel 

23 so th a t they were given notice of the continued hearing 

24 date. 

25 Q. (BY MR. BRUCE) And, Mr. G u t i e r r e z , i n your 
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1 opinion, i s the granting of t h i s a p p l i c a t i o n i n the 

2 i n t e r e s t of conservation and the prevention of waste? 

3 A. Absolutely. 

4 MR. BRUCE: With t h a t , Madam Chair, I'd 

5 move the admission of Exhibits 1 and 2, and pass the 

6 witness. 

7 CHAIRPERSON BAILEY: Any objection? 

8 MR. WADE: No obj e c t i o n . 

9 CHAIRPERSON BAILEY: E x h i b i t s 1 and 2 are 

10 admitted. 

11 (Frontier F i e l d Services, LLC E x h i b i t 

12 Numbers 1 and 2 were o f f e r e d and admitted 

13 i n t o evidence.) 

14 CHAIRPERSON BAILEY: Do you have any cross? 

15 MR. WADE: Just one question. 

16 CROSS-EXAMINATION 

17 BY MR. WADE: 

18 Q. Regarding the possible bottom-hole change due 

19 to the BLM p e r m i t t i n g process, how do you plan t o 

20 proceed i f there i s a change? In other words, would you 

21 be n o t i f y i n g the OCD? 

22 A. Oh, of course. I mean, we work c l o s e l y w i t h 

23 the D i v i s i o n . 

24 And we d i d t h i s on the f i r s t w e l l . 

25 Every -- as a matter of f a c t , even though the BLM does 
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1 not -- even though we1 re not s p e c i f i c a l l y required, when 

2 we take a l l of the steps on a fed e r a l w e l l to — you 

3 know, the cementing of the various s t r i n g s of casing, 

4 a l l of t h i s i s noticed on the 3160-5 form t o the BLM. 

5 Oftentimes i t takes — i t takes a long time to get those 

6 t o OCD. So on the f i r s t w e l l -- and i t would be our 

7 p r a c t i c e on t h i s second w e l l as w e l l even though we 

8 weren't required to, we submitted C-103s t o the State 

9 separately contemporaneously w i t h what we submitted t o 

10 the BLM and kept them i n f u l l a p p r i s a l of t h a t . 

11 But p r i o r t o the d r i l l i n g of the w e l l , i f 

12 there i s a need to change t h a t bottom hole, we would 

13 obviously contact the D i v i s i o n and l e t them know what 

14 t h a t change was and why the BLM wants i t . 

15 Q. And i f there was a change, obviously, t o the 

16 area of review, then we would go through f u r t h e r 

17 n o t i f i c a t i o n w i t h the Commission? 

18 A. Yes, although -- I mean, as I mentioned, we've 

19 had to do t h i s on previous w e l l s even not r e l a t e d t o the 

2 0 BLM, where, f o r some l o g i s t i c a l issue, we had to 

21 s l i g h t l y move a l o c a t i o n . And i t has gen e r a l l y been the 

22 p o s i t i o n of the D i v i s i o n t h a t as long as t h a t -- you 

23 know, i f i t ' s 50 or 60 fee t or 100 fee t and i t ' s s t i l l 

24 w i t h i n the same u n i t l e t t e r , we haven't had an issue. 

25 MR. WADE: No f u r t h e r questions. 
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1 CHAIRPERSON BAILEY: CorrLiriissioner Warnell? 

2 COMMISSIONER WARNELL: A few questions. 

3 C ROS S-EXAMINATION 

4 BY COMMISSIONER WARNELL: 

5 Q. Good morning, Mr. Gutierrez. 

6 Permeability. What's the permeability on 

"7 the No. 1 well? You said you d i d some cores on that? 

8 A. Yes. I t has var i a b l e p e r m e a b i l i t y i n these 

9 various u n i t s , but i t runs from as high as maybe 

10 1 m i l l i d a r c y to maybe as low as a quarter of a 

11 m i l l i d a r c y . 

12 Q. And that's derived from core analysis by Core 

13 Labs or --

14 A. Yeah. I t was done by Weatherford. Yes, s i r . 

15 Q. So Weatherford d i d an analysis of t h i s core? 

16 A. Yes. 

17 And what we d i d i s -- as I mentioned, these 

18 data are included i n the i n the end-of-well re p o r t 

19 f o r No. 1. But what we do t y p i c a l l y i s w e ' l l log the 

20 zone -- i n j e c t i o n zone and caprock w i t h a — w e l l , our 

21 f u l l s u i t e of logs, t r i p l e combo, and then we do 

22 formation microimaging. And then based on t h a t l o g , we 

23 pick sidewall core l o c a t i o n s , and tha t ' s what we d i d . 

24 We d i d a number of sidewall cores. We d i d not do a 

25 conventional core through the zone. 
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1 Q. And you were t e s t i f y i n g t h a t the sid e w a l l cores 

2 came w i t h i n 1 m i l l i d a r c y t o a quarter m i l l i d a r c y ? 

3 A. Approximately t h a t . That's the best of my 

4 r e c o l l e c t i o n , yes, Commissioner. 

5 Q. And i f approved and i f completed and d r i l l e d , 

6 the No. 2 w e l l , I don't see any guarantee t h a t there i s 

7 going t o be b e t t e r p e r m e a b i l i t y . What would happen to 

8 your c l i e n t i f t h i s w e l l came i n at the same 

9 pe r m e a b i l i t y as the No. 1 well? 

10 A. Then at l e a s t they have a redundant w e l l , and 

11 they can i n j ect i n t o the current w e l l and can i n j ect --

12 i t ' s j u s t t h a t i t would be a l o t n i c e r i f they could 

13 i n j e c t at 16- or 1,700 pounds instead of 23- or 2,400 

14 pounds. That's fundamentally the d i f f e r e n c e . 

15 Q. And we could p o s s i b l y be i n j e c t i n g i n t o both 

16 wells? 

17 A. We could. That would -- you know, t h a t ' s 

18 another option, too. Obviously i f we s p l i t the volume 

19 between the two w e l l s , then we might also be able t o 

20 achieve a lower pressure and be able to put the gas away 

21 at a lower surface pressure. 

22 Q. And i t ' s my understanding t h a t Section 21, 17 

23 South, 32 East, t h a t ' s where the e n t i r e east -- t h a t 

24 section i s where the e n t i r e p r o j e c t w i l l be t a k i n g 

25 place? 
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1 A. Yes, s i r . 

2 Q- That's federal? State? 

3 A. I t ' s a l l f e d e r a l . 

4 Q. A l l federal? 

5 A. Yes, s i r . 

6 Q. Federal and fee or a l l federal? 

7 A. A l l f e d e r a l . 

8 Q. A l l f e d e r a l . 

9 A. Well, I'm sorry. The ac t u a l f o o t p r i n t of the 

10 Maij amar Plant i s owned by F r o n t i e r , but there are f i v e 

11 acres upon which the acid gas i n j e c t i o n Well No. 1 i s 

12 located, and the compression f a c i l i t i e s f o r the No. 1 

13 are on a BLM lease. 

14 Q. I have no f u r t h e r questions at t h i s time. 

15 CHAIRPERSON BAILEY: Commissioner Balch? 

16. COMMISSIONER BALCH: A l l kinds of 

17 questions. 

18 CROSS-EXAMINATION 

19 BY COMMISSIONER BALCH: 

20 Q- Follow-up a l i t t l e b i t on Cornmissioner 

21 Warnell' s questions. You're asking f o r a sum t o t a l of 

22 2 ramcfs per day? 

23 A. Yes, s i r . 

24 Q. And f o r both w e l l s , one or the other or a 

25 combination of the two. 
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1 I f there i s a f a i l u r e of one of those 

2 w e l l s , e s s e n t i a l l y you're asking us to permit e i t h e r of 

3 those wells t o handle t h a t capacity? 

4 A. That i s c o r r e c t . 

5 Q. Are both of those wells going t o be capable 

6 I'm mostly t a l k i n g about the AGI No. 1, and I asked t h i s 

7 question of Mr. Bryant. But i s i t going t o be capable 

8 of t a k i n g 2? 

9 A. We believe t h a t i t w i l l be. I t ' l l probably be 

10 at a pressure t h a t w i l l be somewhere i n the neighborhood 

11 of about 2,800 versus the 2,400 t h a t we're i n j e c t i n g . 

12 Q. I t ' s p ermitted at 3,200 r i g h t now? 

13 A. That i s c o r r e c t . 

14 Q. Maximum? 

15 A. Yes, sir-. 

16 Q. The 1,500 wells t h a t are feeding t h i s p l a n t 

17 w i t h gas --

18 A. Yes, s i r . 

19 Q. -- i s there a predominant formation of t h a t 

20 gas? 

21 A. Yes. M o s t o f i t i s r e l a t i v e l y shallow, Seven 

22 Rivers, Queen, and there are some deeper. There are a 

23 few Morrow wells out there, but most of them are shallow 

24 w e l l s . 

25 Q. So most ly the p roduc t ion i s coming f rom the 
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1 northwest s h e l f ? 

2 A. Yes, s i r . 

3 Q. The p l a n t i t s e l f i s kind of on the margin of 

4 the northwest shelf and Delaware Basin? 

5 A. That i s c o r r e c t . 

6 Q. I s the primary caprock f o r the Wolfcamp going 

7 to be the Bone Spring at t h a t location? 

8 A. Yes. And a c t u a l l y the upper Wolfcamp i t s e l f i s 

9 very impermeable and very low p o r o s i t y . 

10 Q. I t ' s secondary -- Bone Spring carbonates? 

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

12 Q. The Bone Spring, of course, has seen a l o t of 

13 development i n the l a s t couple of years. Do you 

14 a n t i c i p a t e the Bone Spring developing i n t h i s area? 

15 A. No. I t r e a l l y hasn't shown a great deal of 

16 p o t e n t i a l i n t h i s area. Cimarex has looked at i t q u i t e 

17 a b i t , as has COG, and they're j u s t not too e x c i t e d 

18 about i t . 

19 Q. Okay. 

20 A. And by the way, we d i d cores i n there, and i t 

21 doesn't look too good. 

22 Q. So another follow-up on t h a t . On your s l i d e 

23 29, you show the radius of the -- of the impact radius 

24 of where the C02 can go. 

25 A. Yes. 
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1 Q. The bottom-hole l o c a t i o n i s between the Queen B 

2 and another w e l l . What's the TD f o r t h a t Queen B and 

3 t h a t other well? 

4 A. The Queen B was d r i l l e d t o the Devonian, so 

5 i t ' s got a TD, I t h i n k , of about — i f I remember 

6 c o r r e c t l y , i t ' s about 13,000 --

7 Q. TD? 

8 A. Yes. 

9 Q. And t h a t w e l l was demonstrated i n the p r i o r 

10 a p p l i c a t i o n to be s u f f i c i e n t l y close? 

11 A. Yes, abs o l u t e l y . 

12 Q. What about the other w e l l north of the 

13 bottom-hole l o c a t i o n of the AGI No. 2? 

14 A. That one does not penetrate the i n j e c t i o n zone. 

15 Q. Do you know where i t TDs? 

16 A. I t h i n k i t TDs at about 7,000 f e e t , somewhere 

17 i n t h a t range. 

18 Q. That's up i n the Permian section? 

19 A. Yes. 

2 0 Q. A l l r i g h t . Down to your seismic. I have a 

21 l i t t l e b i t of i n t e r e s t i n t h a t . How was the amplitude 

22 i n t e r v a l c o r r e l a t e d t o porosity? 

23 A. Well, what -- and I ' l l have t o admit t h a t I'm 

24 hot a geophysicist, and Lou Mazzullo, who I've worked 

2 5 w i t h over 25 years d i d the geophysical i n t e r p r e t a t i o n . 
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1 But what we see i s t h a t we j u s t see a slower wave 

2 through those zones, and i t ' s r e f l e c t e d — you know, 

3 obviously we add these colors t o the section t o help 

4 describe t h a t . But t h a t ' s my understanding, i s t h a t we 

5 b a s i c a l l y see a slow-up. 

6 Q. I t ' s b a s i c a l l y immediately above whatever 

7 horizon -- horizon pick, where you have t h a t acoustic 

8 and contrasts 

9 A. Right. 

10 Q. -- e s p e c i a l l y t o give you p o s i t i v e amplitude t o 

11 negative amplitude? 

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

13 Q. Do you know what t h a t pick i s i n the Wolfcamp? 

14 A. I t ' s a marker i n the lower Wolfcamp. And I 

15 don't know t h a t i t has a p a r t i c u l a r name, but i t ' s 

16 r e a l l y j u s t above the zone where we see the primary 

17 p o r o s i t y development. 

18 Q. Do you know what causes the contrast? I s i t 

19 sandstone? Limestone? 

20 A. No. I t h i n k i t i s a very -- from what we see, 

21 i t i s j u s t kind of a more dolomitized limestone and 

22 then -- and a very -- a very, very t i g h t , kind of, s i l t y 

23 limestone above i t . 

2 4 Q. Okay. So t h a t ' s probably where t h e • p o r o s i t y i s 

25 coming i n --
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1 A. That's c o r r e c t . 

2 Q. -- as a change. 

3 But sometimes you see an amplitude b r i g h t 

4 spot l i k e t h a t , and there are a couple of ways you can 

5 see t h a t . You can see i t w i t h a amplitude versus o f f s e t 

6 study, where you're looking at a gas lens — 

7 A. Right. 

8 Q. -- on top of the r e s e r v o i r . 

9 A. Right. 

10 Q. You also see i t --

11 A. Fortunately that's not what we saw here 

12 ( l a u g h t e r ) . 

13 Q. I t w i l l be i n 30 years. 

14 A. That's r i g h t . 

15 Q. The other place where you can see i t i s the 

16 tuning e f f e c t . So as you -- i f you have something 

17 l i t h o l o g i c a l l y t h a t ' s d i s t i n c t above th a t marker bed --

18 A. Correct. 

19 Q. — and i t t h i n s at the edges — 

20 A. Right. 

21 Q. -- you'11 see an increase of amplitude as you 

22 go across t h a t . 

23 A. Right. And we do see t h a t i n those -- i n those 

24 zones, I t h i n k 

25 Q. So my --
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1 A. - - a t the edges. 

2 Q. I guess my concern would be t h i s : You could 

3 j ust be i n t e r p r e t i n g the s t r u c t u r e , not nec e s s a r i l y 

4 p o r o s i t y ? 

5 A. Well, yes, except there i s j u s t no -- you mean 

6 almost l i k e a m i c r o s t r u c t u r e , though, r i g h t ? 

7 Q. An i n t e r n a l s t r u c t u r e of the 

8 A. Yeah. Yeah. I t ' s possible. I t ' s p o s s i b l e , 

9 although the p o r o s i t y numbers that we got were not very 

10 d i f f e r e n t than what we a n t i c i p a t e d . I t was j u s t t h a t 

11 the pe r m e a b i l i t y was lower than what we a n t i c i p a t e d . 

12 Q. Okay. I w i l l t h i n k on t h i s a l i t t l e b i t . 

13 My only other question r e a l l y i s on the 

14 d i e s e l replacement, the request by the OCD. The only 

15 time you replace d i e s e l i n normal operations i s i f there 

16 was a f a i l u r e i n the wellbore, and t h a t would t r i g g e r 

17 some other response, I presume? 

18 A. Absolutely. 

19 Q. Such as — 

20 A. Like a work-over of the w e l l . 

21 Q. Right. 

22 Those are a l l my q u e s t i o n s . 

2 3 CROSS-EXAMINATION 

24 . BY CHAIRPERSON BAILEY: 

25 Q. F i r s t I ' d l i k e t o r eas su re you t h a t geo logy i s 
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1 always i n t e r e s t i n g ( l a u g h t e r ) . 

2 On what basis are you f o r e c a s t i n g a change 

3 i n the r a t i o between the H2S and the C02? 

4 A. On the basis of what the — you know, there are 

5 constantly w e l l s t h a t are being shut i n and new wells 

6 t h a t come o n l i n e , and the new w e l l s t h a t come on l i n e are 

7 showing a higher C02 concentration than the previous 

8 w e l l s , but not so much change i n the H2S. And so what 

9 the p l a n t i s experiencing i s a slow increase i n the 

10 i n l e t C02 concentration, which gets t r a n s l a t e d i n t o more 

11 C02 t h a t winds up i n the acid gas, but we're not seeing 

12 much change i n the H2S. 

13 Q. You're seeing the r e s u l t s , but I'm l o o k i n g f o r 

14 the cause. 

15 A. I don't know the cause. I r e a l l y don't. I 

16 mean, the only -- the only cause t h a t I can t h i n k of i s 

17 t h a t as some of these r e s e r v o i r s become more depleted 

18 and some of the r e s e r v o i r s t h a t are being developed have 

19 a -- they j u s t have more C02 dissolved i n the 

20 hydrocarbons. 

21 Q. I f p e r m e a b i l i t y appears to be an issue more 

22 than you a n t i c i p a t e , how would you expect t o s t i m u l a t e 

23 the wells? 

24 A. What we d i d i n the No. 1 w e l l — f i r s t o f a l l , 

25 we d o n ' t a n t i c i p a t e any k ind of f r a c k i n g of the w e l l s at 
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1 a l l . We haven't done i t even i n the No. 1 w e l l . But 

2 what we have done i s we d i d a b e t t e r -- a f t e r we 

3 perforated the wells and tested them i n i t i a l l y , we went 

4 back i n and reperforated the wells w i t h e s s e n t i a l l y l i k e 

5 a pr o p e l l a n t t h a t allowed f o r a b e t t e r f r a c t u r i n g , i f 

6 you w i l l , of the immediate near wellbore c o n d i t i o n to 

7 get i n t o the zones and get b e t t e r — a l i t t l e more 

8 exposure i n the immediate wellbore. And we might do 

9 th a t kind of t h i n g . 

10 We've also done some f a i r l y reasonable acid 

11 jobs on the w e l l before we s t a r t e d i n j e c t i n g , and we 

12 would a n t i c i p a t e the same, kind of t h i n g , although --

13 l i k e I mentioned i n the Pearsall w e l l , they r e a l l y 

14 didn't have to do much of anything. And so we're hoping 

15 t h a t , you know, i f we can get some p e r m e a b i l i t i e s t h a t 

16 are, you know, maybe 30 or 40 percent b e t t e r than what 

17 we see i n our w e l l , then we w i l l be f i n e , and we 

18 a n t i c i p a t e t h a t we w i l l . 

19 Q. Those are a l l the questions I have. 

20 CHAIRPERSON BAILEY: Do you have any 

21 r e d i r e c t ? 

22 MR. BRUCE: No, I don't. 

23 CHAIRPERSON BAILEY: Then you may be 

24 excused. 

25 Mr. Wade, would you l i k e to present your 
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1 case? 

2 MR. WADE: Thank you, Madam Chair. The OCD 

3 c a l l s Mr. P h i l Goetze. 

4 CHAIRPERSON BAILEY: Why don't we take a 

5 ten-minute break? 

6 (Break taken, 10:31 a.m. to 10:42 a.m.) 

7 CHAIRPERSON BAILEY: Back on the record. 

8 You have c a l l e d your f i r s t witness, 

9 Mr. Wade? 

10 MR. WADE: That's correct. I t ' s P h i l 

11 Goetze. 

12 CHAIRPERSON BAILEY: Would you please stand 

13 t o be sworn? 

14 PHILLIP GOETZE, 

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

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

17 DIRECT EXAMINATION 

18 BY MR. WADE 

19 Q. Mr. Goetze, who are you employed by? 

20 A. I'm c u r r e n t l y employed by the O i l Conservation 

21 D i v i s i o n . 

22 Q. What are your du t i e s there? 

23 A. I am assigned to the Engineering and Geologic 

2 4 Sciences Bureau, and I ' v e been d e t a i l e d r e s p o n s i b i l i t y 

25 to review of the UIC Program-related a p p l i c a t i o n s , the 
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1 O108s. 

2 Q. How long have you been at the NMOCD? 

3 A. I'm now at one-and-a-half years. 

4 Q. What i s your past education and work 

5 experience? 

6 A. I have over 30 years of i n d u s t r y - r e l a t e d , 

7 government, p r i v a t e i n d u s t r y , which includes hydrology 

8 petroleum and an environmental background, of which my 

9 q u a l i f i c a t i o n s w i t h the United States Geologic Survey 

10 and the Bureau of Land Management as a petroleum 

11 geologist or a f l u i d minerals g e o l o g i s t provides my 

12 experience. 

13 Q. And has t h i s Commission admitted you as an 

14 expert i n petroleum geology and underground i n j e c t i o n 

15 previously? 

16 A. They have so q u a l i f i e d me. 

17 MR. WADE: And I would ask th a t the 

18 Commission again admit Mr. Goetze as an expert i n 

19 petroleum geology and underground i n j e c t i o n . 

20 CHAIRPERSON BAILEY: He i s accepted. 

21 Q. (BY MR. WADE) I t h i n k you already st a t e d t h i s , 

22 but part of your duties at the OCD i s reviewing 

23 a p p l i c a t i o n s made and brought under Rule 2 6? 

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

25 Q. Did you review the a p p l i c a t i o n before the 
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1 Commission today of F r o n t i e r F i e l d Services? 

2 A. Correct. I d i d review i t . 

3 Q. And, i n general, d i d you f i n d the a p p l i c a t i o n 

4 approvable w i t h proposed conditions t o the a p p l i c a t i o n ? 

5 A. The a p p l i c a t i o n , i n essence, duplicates the 

6 p r i o r a p p l i c a t i o n made f o r the e x i s t i n g w e l l w i t h a few 

7 changes i n design. I t i s approvable w i t h the conditions 

8 th a t we have recommended. 

9 Q. And are those recommended conditions w i t h i n the 

10 OCD's pre-hearing statement? 

11 A. That i s c o r r e c t . 

12 Q. And a f t e r discussion w i t h F r o n t i e r , 

13 Mr. Gutierrez, d i d F r o n t i e r propose m o d i f i c a t i o n s to the 

14 conditions found i n the pre-hearing statement? 

15 A. As pre v i o u s l y t e s t i f i e d , there were two items 

16 which we had discussion about. The f i r s t was the 

17 request f o r a step-rate t e s t f o r the i n d i v i d u a l w e l l 

18 f o l l o w i n g completion. The second item being the op t i o n . 

19 to negotiate or review the requirements f o r the 

20 q u a r t e r l y r e p o r t i n g . With t h a t discussion, I would 

21 s t i l l say t h a t our f e e l i n g s at the OCD i s t h a t we w i l l 

22 s t i l l request a step-rate t e s t f o r determination above 

23 the approved a d m i n i s t r a t i v e gradient t h a t we have. 

24 The second item, w i t h regards t o the 

25 q u a r t e r l y monitoring, we would ask the Commission t o 
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1 provide us w i t h the option, through a d m i n i s t r a t i v e 

2 means, t o v i s i t t h a t at such time and make 

3 recommendations a f t e r a year and see i f i t i s adequate 

4 or i f i t ' s redundant. 

5 Q. As you described the m o d i f i c a t i o n s , those would 

6 be acceptable t o the OCD as long as they included the 

7 other conditions h i g h l i g h t e d w i t h i n the OCD's 

8 pre-hearing statement? 

9 A. Correct. The remaining items i n the OCD 

10 hearing statement, those items have been p r e v i o u s l y 

11 recommended and accepted by the Commission. 

12 Q. So based on your review of Fr o n t i e r ' s C-108 

13 a p p l i c a t i o n and the modified conditions as the OCD would 

14 accept and the remaining c o n d i t i o n s , does the OCD f i n d 

15 t h a t the a p p l i c a t i o n i s p r o t e c t i v e of fresh water, human 

16 health and safety and c o r r e l a t i v e r i g h t s ? 

17 A. As provided i n the a p p l i c a t i o n , yes. 

18 Q. And would you recommend t o the Commission t h a t 

19 the a p p l i c a t i o n be approved w i t h the conditions and 

20 m o d i f i c a t i o n s discussed today? 

21 A. I would so recommend. 

22 MR. WADE: I have no f u r t h e r questions. 

23 MR. BRUCE: I have no questions. 

24 • CHAIRPERSON BAILEY: Commissioner Warnell? 

25 COMMISSIONER WARNELL: No questions. 
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1 CHAIRPERSON BAILEY: Convmissioner Balch? 

2 CROSS-EXAMINATION 

3 BY COMMISSIONER BALCH: 

4 Q. I believe Mr. Gutierrez s a i d the c a l c u l a t e d 

5 maximum surface i n j e c t i o n pressure would be 3,028 based 

6 on depth. 

7 A. Well, I believe i t was -- c o r r e c t . That's 

8 based on the .2. 

9 Q. And then contingent upon the step-rate t e s t , 

10 they're asking f o r 3,200? 

11 A. Correct. 

12 Q. I t seems - - I mean, I ' m j u s t a s k i n g f o r 

13 c l a r i f i c a t i o n f o r my own b e n e f i t . I f you do a s t e p - r a t e 

14 t e s t — t h a t ' s what i t s h o u l d be, r i g h t ? 

15 A. That may be t he r e s u l t . 

16 Q. Okay. So i t w o u l d n ' t be a d v i s a b l e t o d e f a u l t 

17 i t t o 3,028 w i t h a s t e p - r a t e t e s t a l l o w a b l e o f 3 ,200 , 

18 t he i n j e c t i o n p r e s s u r e i s dependent upon the r e s u l t s o f 

19 t he s t e p - r a t e t e s t ? 

20 A. C o r r e c t . But we have t h e a b i l i t y t o do t he .2 

21 a d m i n i s t r a t i v e under our agreement, and t h a t ' s t he b a s i s 

22 o f t h a t c a l c u l a t i o n . 

23 Q. T h a t ' s a l l I have . 

24 • CHAIRPERSON "BAILEY: And I have no ' 

25 q u e s t i o n s . 
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1 MR. WADE: I r e a l i z e d — i f I may, Madam 

2 Chair, I do have one more question t h a t I would l i k e t o 

3 b r i n g up, i f t h a t ' s okay. 

4 CHAIRPERSON BAILEY: Okay. 

5 REDIRECT EXAMINATION 

6 BY MR. WADE: 

7 Q. This was something t h a t was i n Mr. Gutierrez' 

8 testimony and i t was regarding -- I'm not sure i f I'm 

9 going t o be able t o say i t r i g h t , but i t ' s regarding 

10 where the intermediate s t r i n g would be placed. 

11 A. There has been a discussion between the 

12 d i s t r i c t o f f i c e and the Santa Fe o f f i c e . Our d i s t r i c t 

13 g e o l o g i s t , Paul Kautz, has reviewed the s e t t i n g depths 

14 f o r the intermediary casings. He f e e l s there should be 

15 an extension of one to i s o l a t e . This has been brought 

16 t o the a t t e n t i o n of both the Applicant and made aware t o 

17 me. I t i s something t h a t ' s not unusual. And i n the 

18 review process, a change of casing i s not nece s s a r i l y a 

19 major m o d i f i c a t i o n . The p r i o r s e t t i n g was a l i t t l e more 

20 shallower f o r the AGI 1 — or the No. 1 w e l l , and our 

21 d i s t r i c t g e o l o g i s t f e e l s i t should go down f u r t h e r t o 

22 cover o f f t h a t Santa Rosa. 

23 Q. And from what I can understand of the 

24 testimony, Mr. Gutierrez came up w i t h somewhat of an 

25 a l t e r n a t e t o what Paul Kautz had recommended. I n 
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1 working through these issues, i s i t possible t h a t the 

2 OCD and the Applicant could come up w i t h some agreement? 

3 A. What we would recommend i s t h a t the Applicant 

4 address the casing issue, t h a t i t provide us w i t h a 

5 f i n a l diagram and provide t h a t the request made by 

6 d i s t r i c t be addressed i n t h a t new design. 

7 Q. I s t h i s something t h a t can be done 

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

9 A. I t can. 

10 Q . I have no f u r t h e r questions. 

11 RECROSS EXAMINATION 

12 BY MR. BRUCE: 

13 Q. Mr. Goetze, on t h a t one t h i n g t h a t I t h i n k 

14 Mr. Gutierrez said, r a t h e r than r a i s i n g the intermediate 

15 casing, he might p r e f e r t o lower the surface casing. 

16 Would t h a t be a acceptable? 

17 A. That would be considered an a l t e r n a t i v e . 

18 Again, we would have t o have the consent of a l l p a r t i e s 

19 involved. 

20 MR. BRUCE: That's a l l I have. 

21 CHAIRPERSON BAILEY: Do we have anything 

22 f u r t h e r ? 

23 MR. WADE: I ' m done t h i s t i m e . 

-24 MR. BRUCE: No. ,-' 

25 CHAIRPERSON BAILEY: Do you want t o make a 
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1 cl o s i n g statement? 

2 MR. BRUCE: No. I t h i n k i t ' s p r e t t y clear 

3 from Mr. Gutierrez 1 testimony what i s being sought. I 

4 won't waste the time. 

5 CHAIRPERSON BAILEY: A l l r i g h t . 

6 Mr. Goetze, you may be excused. 

7 THE WITNESS: Thank you. 

8 CHAIRPERSON BAILEY: Then, Commissioners, 

9 s h a l l we go i n t o closed session to discuss t h i s case 

10 only? 

11 Do I hear a motion 

12 COMMISSIONER BALCH: I ' l l make a motion. 

13 CHAIRPERSON BAILEY: — to go i n t o closed 

14 session i n accordance w i t h New Mexico Section 10-15-1 

15 and the OCC Resolution on Open Meetings? 

16 COMMISSIONER BALCH: With t h a t said, I ' l l 

17 s t i l l make the motion. 

18 CHAIRPERSON BAILEY: Do I hear a second? 

19 COMMISSIONER WARNELL: I ' l l second t h a t . 

20 CHAIRPERSON BAILEY: A l l those i n favor say 

21 aye. 

22 (Ayes are unanimous.) 

23 CHAIRPERSON BAILEY: We w i l l go i n t o 

24 executive session and r e t u r n w i t h a decision on t h i s 

25 case. 
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1 (Closed Session, 10:52 a.m. to 11:17 

2 a.m.) 

3 CHAIRPERSON BAILEY: Do I hear a motion f o r 

4 the O i l Conservation Commission t o come back onto the 

5 record? 

6 COMMISSIONER BALCH: I ' l l make th a t motion. 

7 COMMISSIONER WARNELL: I second th a t 

8 motion. 

9 CHAIRPERSON BAILEY: A l l those i n favor? 

10 (Ayes are unanimous.) 

11 CHAIRPERSON BAILEY: The only t h i n g 

12 discussed during t h a t time i s Case Number 15193. 

13 However, during those discussions, we d i d f i n d t h a t 

14 there were some questions, and we need to reopen the 

15 case i n order to s e t t l e some of these questions f o r our 

16 d e l i b e r a t i o n s . 

17 I ' l l ask our counsel, Mr. Brancard, to 

18 explain. 

19 MR. BRANCARD: Do we have a motion to 

20 reopen the hearing? 

21 COMMISSIONER BALCH: I ' l l make a motion to 

22 reopen the hearing. 

23 COMMISSIONER WARNELL: Second th a t motion. 

24 CHAIRPERSON BAILEY: ' A l l those i n favor? 

25 (Ayes are unanimous.) 
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1 MR. BRANCARD: Okay. The concerns come 

2 w i t h the f a c t t h a t we have an order f o r the f i r s t w e l l , 

3 and now we want an order f o r the second w e l l , but we 

4 want a combined i n j e c t i o n l i m i t a t i o n here. So are the 

5 p a r t i e s okay w i t h the Commission so r t of modifying the 

6 f i r s t order t o make sure t h a t t h a t happens? 

7 MR. GUTIERREZ: Absolutely. I t h i n k — 

8 w e l l , I was j u s t - - from a t e c h n i c a l perspective, t h a t ' s 

9 what we were -- maybe we should have been more e x p l i c i t 

10 i n t h a t as a request, but th a t ' s what we would 

11 understand be the case, s i m i l a r to what has been done 

12 w i t h Lyman No. 1 and Lyman No. 2. 

13 COMMISSIONER BALCH: And you remember t h a t 

14 we added conditions t o the Lyman No. 1 as p a r t of t h a t 

15 order, r i g h t ? 

16 MR. GUTIERREZ: That's c o r r e c t . But I 

17 thought t h a t the conditions t h a t were added f o r the 

18 Lyman No. 1 were more s p e c i f i c to deal w i t h the issues 

19 t h a t we had had w i t h Lyman No. I i n terms of the 

20 mechanical i n t e g r i t y and those kinds of th i n g s , which 

21 are not issues t h a t we've had here w i t h t h i s w e l l . 

22 MR. BRANCARD: The Commission has also 

23 noted, because of the d i f f e r e n c e s i n the t i m i n g of the 

2 4 approvals, as the Commission" has, over the l a s t several 

25 years, added perhaps more d e t a i l e d conditions t o these 
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1 AGI approvals, t h a t some of the conditions would be 

2 d i f f e r e n t f o r the two w e l l s . Say, f o r instance, I 

3 believe the No. 1 w e l l only requires an MIT every two 

4 years. 

5 MR. GUTIERREZ: That's c o r r e c t , although I 

6 had already expressed to my c l i e n t t h a t i t was l i k e l y 

7 t h a t we were going t o have MITs annually f o r a l l AGI 

8 we l l s , and so t h a t ' s , I t h i n k -- they're expecting t h a t . 

9 That's not an issue, I don't t h i n k . 

10 MR. BRANCARD: Okay. 

11 MR. BRUCE: And, Madam Chair, i s t h a t p a r t 

12 of -- w i l l t h a t be i n the•new i n j e c t i o n r e g u l a t i o n t h a t 

13 you're going t o be considering i n a couple months? W i l l 

14 t h a t be p a r t of t h a t regulation? 

15 CHAIRPERSON BAILEY: I have not 

16 p a r t i c i p a t e d i n committee discussions. 

17 MR. BRUCE: Neither have I . 

18 CHAIRPERSON BAILEY: So I can't guarantee 

19 anything of what w i l l be coming up on t h a t . 

20 COMMISSIONER BALCH: At lea s t on what's 

21 proposed. 

22 CHAIRPERSON BAILEY: R i g h t . 

23 MR. BRUCE: R i g h t . T h a t ' s a l l I was 

24 q u e s t i o n i n g , whether i t was proposed o r n o t . 

25 MR. GUTIERREZ: I t i s p roposed . 
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1 MR. BRUCE: There. I got my answer. 

2 CHAIRPERSON BAILEY: Okay. But there are 

3 conditions t h a t have evolved over the past several years 

4 t h a t ensure t h a t we have consistent and f a i r 

5 requirements f o r a l l AGI wells t h a t have come before us. 

6 So we are wanting t o ensure t h a t F r o n t i e r understands 

7 t h a t these evolved requirements t h a t we have 

8 c o n s i s t e n t l y applied t o AGI cases would also be 

9 app l i c a b l e to the f i r s t w e l l . 

10 MR. BRUCE: And maybe Mr. Gutierrez can 

11 speak t o t h i s , but we d i d discuss t h i s b r i e f l y , he and 

12 I , and he's been on the committee. And i t sounds l i k e 

13 i f a new r e g u l a t i o n i s adopted, those w i l l apply. I t ' s 

14 t r y i n g t o -- the new r e g u l a t i o n i s t r y i n g t o harmonize 

15 the conditions t h a t would be applied t o AGI wells so 

16 t h a t what has evolved would probably be what would be i n 

17 the new r e g u l a t i o n s , i f you understand what I'm saying. 

18 COMMISSIONER BALCH: Without a n t i c i p a t i n g 

19 f u l l y what t h a t new r e g u l a t i o n would — we're t a l k i n g 

20 about a l o t of cond i t i o n s . 

21 MR. BRUCE: What Mr. Gutierrez has said i s 

22 t h a t they're t r y i n g t o make standard conditions so t h a t 

23 each AGI doesn't have d i f f e r e n t c o n d i t i o n s . 

24 CHAIRPERSON BAILEY: That's what we are 

25 working toward. 
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1 MR. BRUCE: Yeah. 

2 CHAIRPERSON BAILEY: So we j u s t want to 

3 have t h a t understanding before we issue an order f o r 

4 t h i s case which would also apply t o the f i r s t w e l l , and 

5 so the order w i l l be an amendment of that f i r s t w e ll's 

6 order. 

7 MR. BRANCARD: Right. 

8 MR. GUTIERREZ: The second w e l l order would 

9 be an amendment of the f i r s t w e l l order to allow f o r the 

10 second w e l l i n ad d i t i o n to the f i r s t ? Is th a t how you 

11 envision i t ? 

12 MR. BRANCARD: We were t h i n k i n g t h a t might 

13 be procedurally the best way to handle t h i s . This would 

14 be R-13443B. 

15 MR. GUTIERREZ: Right. I don't see t h a t 

16 t h a t would be a problem. 

17 I would j u s t ask -- the one issue t h a t I 

18 would request, because we've not had any kind of 

19 i n t e g r i t y issues with the No. 1 w e l l and the f a c t t h a t 

20 the No. 1 w e l l a c t u a l l y i s already i n compliance w i t h 

21 the kind of c o r r o s i v e - r e s i s t a n t requirements t h a t are 

22 c u r r e n t l y being used f o r AGI we l l s , the only d i f f e r e n c e 

23 being and t h a t I would request not be applied t o the 

24 No. 1 w e l l i s the need t o go back and r e t r o f i t the 

25 No. 1 w e l l so that there would be bottom-hole pressure 
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1 and temperature measurement i n tha t w e l l . 

2 We w i l l put i t i n the new w e l l , but t h a t 

3 would be a s i g n i f i c a n t cost to the No. 1 w e l l . And we 

4 would ask t h a t we not be required to do t h a t , because 

5 most of wells AGI wells i n the state don't have t h a t 

6 anyway. We w i l l put i t i n the No. 2 w e l l . And I guess 

7 t h e o r e t i c a l l y i t could be put i n t o the No. 1 w e l l i f i t 

8 was ever the worked over, and we wouldn't have an 

9 ob j e c t i o n to t h a t , but we wouldn't want to have to work 

10 i t over j u s t to do t h a t . 

11 COMMISSIONER BALCH: Would you object to 

12 language th a t says t h a t , the f i r s t time i t ' s worked 

13 over, the sensors were added? 

14 MR. GUTIERREZ: No. I don't t h i n k my 

15 c l i e n t would object to t h a t . • 

16 CHAIRPERSON BAILEY: Do we need to go back 

17 i n t o closed session? 

18 MR. BRANCARD: I t depends whether you're 

19 ready to --

20 MR. WADE: I do have one concern I'd l i k e 

21 to discuss. 

22 CHAIRPERSON BAILEY: Oh, yes. Mr. Wade. 

23 MR. WADE: Regarding amending a past order , 

24 i t sounds -li-ke i t could be f a i r l y s i g n i f i c a n t . I s there *• 

25 going to be a due process? Because I d o n ' t know exac t ly 
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1 what the a p p l i c a t i o n and the notice f o r t h i s p a r t i c u l a r 

2 case said, but I don't know -- I don't know th a t i t 

3 tal k e d about amending a previous order. 

4 MR. BRANCARD: Well, I don't — I don't 

5 th i n k so. I mean, I t h i n k adding more conditions -- and 

6 we're not -- I mean, t h i s i s not a s i g n i f i c a n t change to 

7 i t . 

8 MR. BRUCE: I mean, i t ' s making things more 

9 r e s t r i c t i v e w i t h less e f f e c t on o f f s e t s . That's the way 

10 I view i t ? 

11 MR. BRANCARD: And these wells being so 

12 close to each other, the notice would be f a i r l y s i m i l a r . 

13 MR. GUTIERREZ: Absolutely. 

14 And f u r t h e r , I don't t h i n k -- when you 

15 r e a l l y go back and look at the order of the f i r s t w e l l , 

16 which I'm qui t e f a m i l i a r w i t h , I th i n k y o u ' l l f i n d there 

17 aren't r e a l l y any substantive d i f f e r e n c e s . Other than 

18 the MIT requirement and the bottom-hole temperature and 

19 pressure measurement, everything else i s p r e t t y much the 

20 same as i t i s i n what we requested i n the second w e l l . 

21 Like I said, I've already t a l k e d to my c l i e n t about the 

22 MIT requirement, and, you know, I don't a n t i c i p a t e t h a t 

23 th a t would be an issue. 

24 - 1 CHAIRPERSON BAILEY: Okay. So we are -- " 

25 COMMISSIONER WARNELL: Any concerns about 
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1 the i n j e c t i o n pressure? j 

2 CHAIRPERSON BAILEY: Ask. 

3 Do you want to go back i n t o closed session? 

4 COMMISSIONER WARNELL: No. 

5 CHAIRPERSON BAILEY: Do you want to go back 

6 i n t o closed session? 

7 COMMISSIONER BALCH: Yeah. I th i n k t h a t 

8 would be a good idea. 

9 CHAIRPERSON BAILEY: Do I hear a motion to 

10 go back i n t o closed session? 

11 COMMISSIONER BALCH: I ' l l make a motion to 

12 go back i n t o closed session. 

13 COMMISSIONER WARNELL: I ' l l second t h a t 

14 motion. 

15 COMMISSIONER BALCH: Do you have a 

16 question? 

17 MR. BRUCE: Before you go i n t o i t , I j u s t 

18 spoke w i t h my c l i e n t , and,Mr. Bryant says th a t f o r 

19 operational purposes, i t would be a l o t easier f o r the 

20 company to have the same 

21 MR. GUTIERREZ: Reporting requirements. 

22 MR. BRUCE: -- the same requirements apply 

23 to both w e l l s . So with t h a t , I mean, go ahead and go 

24 i n t o session, but there i s r e a l l y no issue about i r--

25 other than the one Mr. Gutierrez said, about the 
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1 bottom-hole l o c a t i o n . I t w i l l be p e r f e c t l y f i n e w i t h 

2 us. 

3 CHAIRPERSON BAILEY: Then i n accordance 

4 w i t h Section 10-15-1 and the OCC Resolution on Open 

5 Meetings, we w i l l go i n t o closed session again. 

6 (Closed Session, 11:27 a.m. to 11:38 a.m.) 

7 CHAIRPERSON BAILEY: Do I hear a motion f o r 

8 the Commission to go come onto the record? 

9 COMMISSIONER WARNELL: I ' l l make t h a t 

10 motion. 

11 COMMISSIONER BALCH: I ' l l second. 

12 CHAIRPERSON BAILEY: A l l those i n favor? 

13 (Ayes are unanimous.) 

14 CHAIRPERSON BAILEY: The only t h i n g 

15 discussed i s Case Number 15193. We have reached a 

16 decision, and we would l i k e f o r our counsel to explain 

17 what the decision i s and what we w i l l need from 

18 Mr. Bruce. 

19 MR. BRANCARD: Okay. Let me see i f I can 

20 get t h i s a l l here. The proposal i s to approve a permit 

21 f o r the AGI Well No. 2 at Maljamar as s p e c i f i e d i n the 

22 C-108 and as f u r t h e r amended i n t h i s order. The 

2 3 amendments w i l l include those conditions set f o r t h by 

24^ - the D i v i s i o n i n t h e i r statement of the case w i t h two 

25 changes. One i s on the second co n d i t i o n t h a t requires a 
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1 step-rate t e s t and sets an i n i t i a l maximum surface 

2 pressure at 3,028 p s i , the OCD w i l l be allowed to adjust 

3 the maximum pressure based on the r e s u l t s of the 

4 step-rate t e s t . Okay? 

5 Three changes. 

6 Number four, where i t t a l k s about d a i l y 

7 monitoring of pressure data and references d i e s e l 

8 replacement a c t i v i t i e s , obviously the monitor of d i e s e l 

9 monitoring a c t i v i t i e s i s on an as-needed basis. 

10 CHAIRPERSON BAILEY: Continuous, not --

11 COMMISSIONER BALCH: I t ' s a d e f a u l t , not 

12 a -- which would require the 20 second. 

13 MR. BRANCARD: Number seven, which requires 

14 a q u a r t e r l y r e p o r t i n g of the d a i l y gathered information 

15 using a C-103 form. The D i v i s i o n i s allowed to change 

16 the t iming of t h i s q u a r t e r l y r e p o r t i n g based on the 

17 information submitted i n the f i r s t year of report s . So 

18 i t can be changed to an annual or semiannual basis i f 

19 the D i v i s i o n f e e l s that's warranted. ! 

20 Plus an a d d i t i o n a l change discussed 

21 during -- on the record on casing to prot e c t the Santa 

22 Rosa Formation, that the Applicant w i l l make a proposal, 

23 and the D i v i s i o n w i l l review what they propose i n terms 

24 of the casing changes as discussed today. 

25 So then we w i l l also use t h i s order t o 
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1 amend the AGI No. 1 w e l l approval, f i r s t to allow a 

2 combined maximum d a i l y i n j e c t i o n of 2 m i l l i o n . And then 

3 f o r the AGI No. 1 w e l l , the mechanical i n t e g r i t y t e s t 

4 requirement i s to be annual. The AGI No. 1 w e l l w i l l 

5 have the same r e p o r t i n g requirements as the No. 2 w e l l , 

6 except t h a t any equipment required f o r the d a i l y 

7 monitoring which i s not now i n place should be i n s t a l l e d 

8 at the f i r s t work-over, and then t h a t r e p o r t i n g w i l l 

9 come -- requirements w i l l commence from there. 

10 F i n a l l y , any chanqes or conditions placed 

11 on the No. 2 w e l l or the No. 1 w e l l by the Bureau of 

12 Land Management i n t h e i r approval w i l l be submitted to 

13 the D i v i s i o n . The D i v i s i o n w i l l then determine i f those 

14 changes are s i g n i f i c a n t enough to require a change to 

15 the Commission 1s orders. 

16 Have I summarized? 

17 CHAIRPERSON BAILEY: And the D i v i s i o n 

18 changes can be done a d m i n i s t r a t i v e l y rather than going 

19 to hearing. 

2 0 MR. BRANCARD: Right. 

21 CHAIRPERSON BAILEY: I believe t h a t ' s a l l . 

22 MR. BRUCE: I t h i n k I got i t a l l . Thank 

23 you. 

24 CHAIRPERSON BAILEY: And how soon would you 

2 5 l i k e t o have t h a t o r d e r s u b m i t t e d , Counsel? 
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1 MR. BRANCARD: Well, I t h i n k we have 

2 another meeting coming up rather soon; i s tha t r i g h t ? 

3 October? 

4 CHAIRPERSON BAILEY: We have nothing 

5 docketed f o r October. 

6 MR. BRANCARD: So November may be the next 

7 meeting. 

8 MR. BRUCE: I t e l l you, I w i l l probably — 

9 CHAIRPERSON BAILEY: Then the next time we 

10 w i l l be signing an order would probably be November 

11 19th, f o r the next --

12 MR. BRANCARD: So we have time. 

13 CHAIRPERSON BAILEY: Probably. 

14 MR. BRUCE: Fortunately I don't have any 

15 D i v i s i o n hearings next week, so that's why I'm l i b e r a l 

16 w i t h my time. 

17 CHAIRPERSON BAILEY: Jus t d o n ' t know what 

18 y o u ' l l do w i t h y o u r s e l f ( l a u g h t e r ) ? 

19 COMMISSIONER BALCH: B i l l some h o u r s . 

20 CHAIRPERSON BAILEY: I s t h e r e a n y t h i n g e l s e 

21 b e f o r e t he Commission today then? 

22 Hear ing none, t h e n t h i s mee t ing i s 

23 a d j o u r n e d . Thank you v e r y much. 

24 - Do I hear a m o t i o n t o a d j o u r n ? 

25 COMMISSIONER WARNELL: Yes. 
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1 MR. BRANCARD: Oh, i f I may? I don't know j 

2 i f I've t o l d the Commission t h i s , but the P i t Rule 

3 appeal has been submitted t o a panel, which means t h a t 

4 there are now three judges who are reviewing the b r i e f s , 

5 and we could have a decision soon or w i t h i n a few 

6 months. I'm guessing more the l a t t e r . 

7 CHAIRPERSON BAILEY: I t was heard before a. 

8 three-person panel, and i t took about a year f o r t h a t . 

9 Do I hear a motion t o adjourn? 

10 COMMISSIONER WARNELL: I make t h a t motion. 

11 CHAIRPERSON BAILEY: Second? 

12 COMMISSIONER BALCH: I w i l l second the 

13 motion. 

14 CHAIRPERSON BAILEY: A l l those i n favor? 

15 (Ayes are unanimous.) 

16 (Case Number 15193 concludes, 11:44 a.m. ) 

17 

18 

19 
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