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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

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

APPLICATION OF WARRIOR, INC. 
CASE NO. 10347 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: MICHAEL E. STOGNER, Hearing Examiner 

J u l y 25, 1991 

Santa Fe, New Mexico 

T h i s m a t t e r came on f o r h e a r i n g b e f o r e t h e O i l 

C o n s e r v a t i o n D i v i s i o n on J u l y 25, 1991, a t 11:10 a.m. a t the 

O i l C o n s e r v a t i o n D i v i s i o n Conference Room, S t a t e Land O f f i c e 

B u i l d i n g , 310 Old Santa Fe T r a i l , Santa Fe, New Mexico, 

b e f o r e Freda Donica, RPR, C e r t i f i e d Court R e p o r t e r No. 417, 

f o r t h e S t a t e o f New Mexico. 

FOR: OIL CONSERVATION BY: 
DIVISION 

FREDA DONICA, RPR 
C e r t i f i e d Court R e p o r t e r 
CCR No. 417 
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I N D E X 

Ju l y 25, 1991 
Examiner Hearing 
CASE NO. 10347 

PAGE 
APPEARANCES 3 

WARRIOR, INC. WITNESSES: 

MOHAMAD YAIM MERCHANT 
Di r e c t Examination by Mr. K e l l a h i n 

REPORTER'S CERTIFICATE 22 

E X H I B I T S 
I D ADMTD 

1 7 16 
2 16 
3 9 16 
4 16 16 
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A P P E A R A N C E S 

FOR THE DIVISION: ROBERT G. STOVALL, ESQ. 
General Counsel 
O i l Conservation Commission 
State Land O f f i c e B u i l d i n g 
310 Old Santa Fe T r a i l 
Santa Fe, New Mexico 87501 

FOR THE APPLICANT: KELLAHIN, KELLAHIN & AUBREY 
117 N. Guadalupe 
Santa Fe, New Mexico 
BY: THOMAS KELLAHIN, ESQ. 
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HEARING EXAMINER: C a l l n e x t case, number 10347. 

MR. STOVALL: A p p l i c a t i o n o f W a r r i o r , I n c . , f o r a 

w a t e r f l o o d p i l o t p r o j e c t . Lea County, New Mexico. 

HEARING EXAMINER: C a l l f o r appearances. 

MR. KELLAHIN: Mr. Examiner, I'm Tom K e l l a h i n o f t h e 

Santa Fe law f i r m o f K e l l a h i n , K e l l a h i n & Aubrey, ap p e a r i n g 

on b e h a l f o f t h e a p p l i c a n t , and I have one w i t n e s s t o be 

sworn. 

HEARING EXAMINER: Are t h e r e any o t h e r appearances i n 

t h i s m a t t e r ? W i l l t h e w i t n e s s p l e a s e s t a n d and be sworn? 

(Witness sworn.) 

HEARING EXAMINER: Mr. K e l l a h i n . 

MR. KELLAHIN: Thank you, Mr. Examiner. 

MOHAMAD YAIM MERCHANT 

th e w i t n e s s h e r e i n , h a v i n g been f i r s t d u l y sworn, was 

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Merchant, f o r t h e r e c o r d , would you pl e a s e 

s t a t e y our name and o c c u p a t i o n ? 

A. My name i s Mohamad Yaim Merchant. I'm a 

p e t r o l e u m e n g i n e e r , p r a c t i c i n g o u t o f Hobbs, New Mexico. I 

o p e r a t e Penroc O i l C o r p o r a t i o n and W a r r i o r , I n c o r p o r a t e d . 

Q. On p r i o r o c c a s i o n s . Mr. Merchant,- have you 

t e s t i f i e d as a p e t r o l e u m e n g i n e e r b e f o r e t h e d i v i s i o n ? 
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(505) 9829770 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A. Yes, s i r , I have. 

Q. Were you t h e i n d i v i d u a l r e s p o n s i b l e on b e h a l f o f 

W a r r i o r , I n c . , t o p r e p a r e t h e d i v i s i o n Form C-108 t h a t i s 

p a r t o f t h e p r e s e n t a t i o n today f o r a p p r o v a l o f t h i s 

w a t e r f l o o d p r o j e c t ? 

A. Yes, s i r , I have p r e p a r e d t h e s e . 

Q. I n a d d i t i o n , have you pr e p a r e d t h e c r o s s - s e c t i o n 

showing t h e g e o l o g i c i n f o r m a t i o n f o r t h i s w a t e r f l o o d 

p r o j e c t ? 

A. I t was p r e p a r e d under my s u p e r v i s i o n , yes. 

Q. I n a d d i t i o n , have you, as a p e t r o l e u m e n g i n e e r , 

made an assessment o f t h e secondary r e c o v e r y o i l p o t e n t i a l 

i f t h i s w a t e r f l o o d p r o j e c t i s approved and made s u c c e s s f u l ? 

A. Yes, s i r , I have. 

MR. KELLAHIN: We t e n d e r Mr. Merchant as an e x p e r t 

p e t r o l e u m e n g i n e e r . 

HEARING EXAMINER: Mr. Merchant i s so q u a l i f i e d . 

Q. (By Mr. K e l l a h i n ) Mr. Merchant, we need t o o r i e n t 

t h e Examiner as t o your p r o j e c t . And w h i l e I ' l l ask you t o 

l o o k a t what i s marked as page t h r e e o f E x h i b i t Number 2, 

t h a t ' s t h e p l a t showing t h e ownership -- I've g i v e n t h e 

Examiner a blown-up copy o f t h a t same page i n which I have 

o u t l i n e d i n y e l l o w t h e lease acreage i n v o l v e d i n t h i s 

p r o j e c t . Would you h e l p o r i e n t t h e Examiner? Where i s t h i s 

p r o j e c t l o c a t e d i n r e l a t i o n t o any o t h e r w a t e r f l o o d p r o j e c t s 
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o f t h i s p a r t i c u l a r p o ol? 

A. The p r o j e c t i s l o c a t e d i n t h e west h a l f o f 

S e c t i o n 26 Township 20 South, Range 36 East, as w e l l as t h e 

n o r t h e a s t c o r n e r o f S e c t i o n 27 o f t h e same t o w n s h i p and 

range, Lea County, New Mexico, which i s l o c a t e d west o f 

Monument O i l Center, New Mexico. 

Q. I s t h i s acreage you've j u s t d e s c r i b e d p a r t o f t h e 

same base lease? 

A. I t i s p a r t o f t h e same base f e d e r a l l e a s e , yes. 

Q. You have n o t had t o u n i t i z e o r c o n s o l i d a t e o t h e r 

leases i n t o t h i s p r o j e c t ? 

A. No, s i r . 

Q. Are t h e r e any o t h e r w a t e r f l o o d p r o j e c t s i n t h e 

Eumont O i l and Gas Pool t h a t a r e i n t h i s immediate v i c i n i t y ? 

A. Yes. At t h e moment we a r e b e i n g o f f s e t t o t h e 

n o r t h i n S e c t i o n 23 and n o r t h e a s t S e c t i o n 24 and east 

S e c t i o n 25 by Chevron's Eunice Monument West U n i t . 

Q. I s t h a t a l s o a w a t e r f l o o d p r o j e c t o f t h e same 

i n t e r v a l t h a t you're s e e k i n g a p p r o v a l t o f l o o d ? 

A. I t i s t h e same i n t e r v a l i n t h e Eumont, except i n 

t h e case o f Chevron, s i n c e t h e y ' r e a l i t t l e b i t h i g h e r i n 

s t r u c t u r e , t h e y a l s o want t o f l o o d t h e Grayburg. The 

Grayburg, i n our case, i s wa t e r e d o u t . 

Q. When we l o o k a t t h e d i s p l a y befor-e t h e Examiner, 

you have i n d i c a t e d w i t h a b l a c k arrow a concern w e l l . What 
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was t h e purpose o f i n d i c a t i n g t h a t w e l l ? 

A. That w e l l i s t h e s u b j e c t w e l l which we p l a n t o 

c o n v e r t , i f g i v e n a p p r o v a l , t o water i n j e c t i o n , c a l l e d t h e 

Fede r a l "D" Number 2. 

Q. Why have you s e l e c t e d t h a t w e l l ? 

A. Because o f t h e l o c a t i o n -- l o c a t i o n o f t h e w e l l 

w i t h i n t h e acreage which s h o u l d b e n e f i t t h e o f f s e t t i n g w e l l s 

i n each d i r e c t i o n . 

Q. Can you i d e n t i f y f o r t h e Examiner t h e w e l l s i n 

t h e Chevron p r o j e c t t h a t a r e t o be c o n v e r t e d t o i n j e c t i o n 

w e l l s i n t h i s i n t e r v a l ? 

A. I m m e d i a t e l y t o t h e n o r t h o f S e c t i o n 26, S e c t i o n 

23, w e l l s number 6 and w e l l number 9, a g a i n i n S e c t i o n 23, 

w i l l be c o n v e r t e d o r a r e i n t h e process o f b e i n g c o n v e r t e d 

t o i n j e c t i o n by Chevron, which s h o u l d o f f s e t -- which s h o u l d 

a f f e c t t h e w e l l i n S e c t i o n 26 on Fed e r a l "D" Lease. 

Q. L e t me have you go t o what i s marked as E x h i b i t 

Number 1 , which i s t h e c r o s s - s e c t i o n on t h e w a l l , and have 

you i d e n t i f y and d e s c r i b e t h e w e l l s on t h e c r o s s - s e c t i o n . 

A. The f o u r w e l l s on t h e c r o s s - s e c t i o n go n o r t h t o 

s o u t h , which i s A-A', a Fe d e r a l "D" 4, Number 2, Number 1 

and Number 5. C r o s s - s e c t i o n , we show on t h e t o p t h e Yates 

and Seven R i v e r s , as w e l l as t h e t o p o f t h e Queen, which i s 

our zone o f i n t e r e s t f o r t h e w a t e r f l o o d i n g . 

Q. What have you shown w i t h t h e r e d v e r t i c a l shading 
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on each o f t h e logs? 

A. The r e d v e r t i c a l shading on each o f t h e logs a re 

t h e p e r f o r a t i o n s which are c u r r e n t l y open i n each one o f t h e 

w e l l s i n t h e Queen zone. 

Q. When we l o o k a t t h e second l o g over from t h e l e f t 

m a r gin o f t h e d i s p l a y , what i s t h a t a l o g o f ? 

A. That i s a l o g on t h e F e d e r a l "D" Number 2, t h e 

w e l l which we w i l l be c o n v e r t i n g t o i n j e c t i o n . 

Q. G e o l o g i c a l l y , a r e you a b l e t o conclude t h a t i t i s 

f e a s i b l e and s u i t a b l e t o f l o o d t h i s p a r t i c u l a r f o r m a t i o n 

w i t h i n t h i s p o r t i o n o f t h e lease? 

A. Based on t h e c r o s s - s e c t i o n s and based on what 

Chevron has done t o t h e n o r t h as w e l l as t o t h e e a s t , t h i s 

i s a s i m i l a r r e s e r v o i r , and we s h o u l d n o t have any problems 

w a t e r f l o o d i n g i t . 

Q. I n a d d i t i o n t o t h e s u b j e c t Number 2 w e l l f o r 

which you're s e e k i n g a p p r o v a l , do you have any immediate 

p l a n s i n t h e f o r e s e e a b l e f u t u r e t o e i t h e r c o n v e r t a d d i t i o n a l 

p r o d u c i n g w e l l s o r t o d r i l l new w e l l s f o r i n j e c t i o n 

purposes? 

A. W i t h i n t h e n e x t — once a p p r o v a l i s g r a n t e d and 

we can work w e l l number 2 t o i n j e c t i o n , we do p l a n t o d r i l l 

s h o r t l y , w i t h i n t h e n e x t t h r e e t o f o u r months a f t e r t h a t , 

a n o t h e r new w e l l i n t h e c e n t e r , c e n t e r o f southwest q u a r t e r 

o f S e c t i o n 26 as a new i n j e c t i o n w e l l . 
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Q. Are you a s k i n g t h e d i v i s i o n examiner t o p u t i n 

t h e w a t e r f l o o d o r d e r an a d m i n i s t r a t i v e p r o c e d u r e by which 

you can have a process t o d r i l l o r c o n v e r t f o r i n j e c t i o n 

a d d i t i o n a l i n j e c t i o n w e l l s ? 

A. Yes, s i r . I am. 

Q. Have you as a r e s e r v o i r e n g i n e e r made an a n a l y s i s 

o f t h e p o t e n t i a l f o r t h e secondary o i l r e c o v e r y t h a t might 

be o b t a i n e d f r o m t h e lease? 

A. Yes, we have. D i r e c t your a t t e n t i o n t o E x h i b i t 

3, which i s a c u r v e o f p r i m a r y as w e l l as secondary r e c o v e r y 

o i l . And w i t h i n t h e same e x h i b i t on t h e f o l l o w i n g two pages 

i s a computer r u n a n a l y s i s o f what we i n t e n d -- how we 

i n t e n d t o r e c o v e r a d d i t i o n a l r e s e r v e s . The secondary 

p r i m a r y r a t i o , .34, which i s s i m i l a r t o t h e Chevron 

w a t e r f l o o d s t o t h e n o r t h and e a s t , has been u t i l i z e d on t h i s 

p a r t i c u l a r p r o j e c t . Based on t h a t , we s h o u l d r e c o v e r 

418,000 b a r r e l s o f a d d i t i o n a l o i l . 

Q. When we l o o k a t t h e d e c l i n e c u r v e p o r t i o n f o r t h e 

p r i m a r y p r o d u c t i o n , you show a d e c l i n e r a t e o f f i v e p e r c e n t 

per y e a r . Upon what d i d you base t h a t c o n c l u s i o n ? 

A. The p r i m a r y r a t e i s a h i s t o r i c a l r a t e g oing back 

t h e l a s t 25 y e a r s . That's t h e r a t e t h a t ' s been on i t , i s a 

f i v e p e r c e n t d e c l i n e . 

Q. Upon what do you base t h e c o n c l u s i o n t h a t t h e 

secondary p o t e n t i a l , once a t t a i n e d as p r o j e c t e d on t h i s 
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d i s p l a y , which shows t o be l a t e 1996, t h a t i t w i l l 

s u b s e q u e n t l y d e c l i n e a t a t e n p e r c e n t per year r a t e ? 

A. Once a g a i n , we're r e l y i n g on t h e area knowledge, 

g o i n g back t o Chevron on t h e Eumont w a t e r f l o o d s t o t h e n o r t h 

and t o t h e e a s t , and t h e most r e c e n t i s Arrowhead Grayburg 

w a t e r f l o o d . The knowledge o f t h e ar e a . 

Q. You're s e e k i n g a p p r o v a l t o f l o o d t h e Eumont O i l 

and Gas Pool w i t h i n t h i s p a r t i c u l a r l e a s e area? 

A. Yes. 

Q. I s t h e r e any p o t e n t i a l r i s k t o gas p r o d u c t i o n 

w i t h i n t h e p o o l i f t h i s p o r t i o n o f t h e p o o l i s approved f o r 

w a t e r f l o o d ? 

A. C u r r e n t l y t h e r e ' s no -- t h e r e a r e no gas w e l l s 

b e i n g produced o u t o f t h e Eumont gas zone w i t h i n t h e area o f 

i n t e r e s t . 

Q. I f your p r o j e c t i s approved, do you a n t i c i p a t e 

any v i o l a t i o n o f c o r r e l a t i v e r i g h t s o f any owners o f f s e t t i n g 

you? 

A. No, s i r , we a r e n o t . 

Q. You s h o u l d be i n a p o s i t i o n w i t h t h i s i n j e c t o r 

w e l l t h a t you w i l l c a p t u r e o i l b e i n g pushed away from t h e 

i n j e c t o r b e f o r e i t leaves t h e lease? 

A. That i s c o r r e c t . We s h o u l d be a b l e t o c a p t u r e 

t h e o i l f r o m t h e o f f s e t t i n g p r o d u c e r s . 

Q. C o r r e s p o n d i n g l y , can you a l s o conclude t h a t you 

HUNNICUTT REPORTING 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

11 

a r e n o t p u t t i n g a t r i s k p r o d u c t i o n o f f s e t t i n g you by 

u t i l i z i n g t h i s number 2 w e l l as an i n j e c t i o n w e l l ? 

A. No, s i r , we are n o t . 

Q. L e t me ask you t o go back t o E x h i b i t Number 2, 

which i s t h e C-108. I n compliance w i t h t h e d i v i s i o n r u l e s 

f o r t h e p r e p a r a t i o n o f t h e C-108, d i d you make an 

i n v e s t i g a t i o n t o f i n d a l l t h e w e l l bore i n f o r m a t i o n f o r 

tho s e w e l l s w i t h i n t h e h a l f - m i l e r a d i u s o f review? 

A. Yes. We have re v i e w e d t h e w e l l s w i t h i n t h e 

h a l f - a - m i l e r a d i u s and none o f t h e w e l l s have been found 

which would a f f e c t a d v e r s e l y f o r us t o c o n v e r t t h e w e l l 

number 2 t o i n j e c t i o n . 

Q. W i t h i n t h a t h a l f m i l e r a d i u s o f r e v i e w , do you 

f i n d any plugged and abandoned w e l l s ? 

A. There a r e no plugged and abandoned w e l l s w i t h i n 

t h a t h a l f - m i l e r a d i u s . 

Q. Lo o k i n g a t t h e w e l l bore i n f o r m a t i o n and t h e 

c a s i n g and cementing program f o r t h e o f f s e t t i n g w e l l s , do 

you f i n d any i n s t a n c e s where you, as a r e s e r v o i r e n g i n e e r , 

would conclude t h a t t h e r e i s any t y p e o f i n t e g r i t y weakness 

i n any o f th o s e w e l l s ? 

A. A l l t h e o f f s e t t i n g w e l l s w i t h i n t h e area o f 

i n t e r e s t , w i t h i n t h e h a l f - m i l e r a d i u s , i n p a r t i c u l a r , do 

have cement a l l t h e way across t h e pay zone, and i n most 

cases, a l m o s t above t h e s a l t zone. 
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Q. Do you have any knowledge o f t h e source o f 

d r i n k i n g w a t e r w i t h i n t h i s a r e a , whether o r not t h e r e are 

any s h a l l o w f r e s h water sands? 

A. There a r e f r e s h w a t er sands. The o n l y w e l l which 

e x i s t s i s o u t s i d e t h e h a l f - m i l e r a d i u s e a s t o f our proposed 

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

Q. Do you have any --

A. There's one w e l l . 

Q. Do you have any i n f o r m a t i o n as t o what t h e depth 

i s by which t h e water i s produced f r o m t h a t w e l l ? 

A. I t ' s about 150 f e e t . 

Q. I s i t t h e p r a c t i c e o f o p e r a t o r s w i t h i n t h e area 

o f r e v i e w t o p r o v i d e s u r f a c e c a s i n g and cementing back t o 

s u r f a c e t o i s o l a t e o f f any p o t e n t i a l f r e s h water sands? 

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

Q. Has t h a t been done i n your area? 

A. That has been done. 

Q. D i v i s i o n g u i d e l i n e s p r o v i d e f o r a s u r f a c e 

p r e s s u r e l i m i t a t i o n o f .2 PSI per f o o t o f d e p t h . Are you 

aware o f t h a t g u i d e l i n e ? 

A. Yes, I'm aware o f t h a t . 

Q. What i s your a n t i c i p a t e d maximum p r e s s u r e t h a t 

you would u t i l i z e on t h e s u r f a c e f o r t h i s p r o j e c t ? 

A. A p p r o x i m a t e l y 750 PSI on s u r f a c e -at t h e h e i g h t o f 

t h e i n j e c t i o n . 
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Q. And i s t h a t w i t h i n t h e .2 PSI per f o o t o f depth 

g u i d e l i n e ? 

A. I t i s .2 PSI g u i d e l i n e . Based on t h a t , i t would 

be about 761 PSI. 

Q. Should you d e s i r e o r need a p r e s s u r e i n c r e a s e 

over t h a t , you would r u n t h e a p p r o p r i a t e s t e p r a t e t e s t t o 

de t e r m i n e t h e f r a c t u r e d n a t u r e o f t h e r e s e r v o i r ? 

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

Q. Do you have an e s t i m a t e o r a p r o j e c t i o n f o r t h e 

Examiner as t o t h e amount o f water t o be di s p o s e d o f i n t o 

t h i s i n j e c t o r ? 

A. I n i t i a l l y , we a r e u t i l i z i n g t h i s one i n j e c t i o n 

w e l l , w e l l number 2. We are hoping t o i n j e c t between two t o 

250 b a r r e l s a day, maybe as h i g h as 350 b a r r e l s a day. 

C u r r e n t l y , a problem i s g e t t i n g a d d i t i o n a l w a t e r , and we're 

w o r k i n g on t h a t . 

Q. Do your p r o d u c i n g w e l l s i n t h i s f o r m a t i o n produce 

a l s o water? 

A. Yes, s i r . They're p r o d u c i n g an average o f 130 

b a r r e l s a day. 

Q. So t h i s w a t e r t h a t ' s produced on t h e lease would 

be u t i l i z e d as p a r t o f t h e i n j e c t i o n water f o r t h e i n j e c t i o n 

w e l l ? 

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

Q. Do you have an a n t i c i p a t e d source f o r t h e makeup 
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w a t e r t o s u p p l y t h e d i f f e r e n c e f o r t h e w a t e r f l o o d p r o j e c t ? 

A. We a r e c u r r e n t l y i n d i s c u s s i o n s w i t h Rice 

E n g i n e e r i n g , and i f t h a t d o n ' t m a t e r i a l i z e , t h e n w e ' l l be 

c o n t a c t i n g Chevron t o t h e n o r t h t o g e t a d d i t i o n a l w a t e r . 

Q. W i l l t h e makeup water be water t h a t i s c o m p a t i b l e 

w i t h t h e f o r m a t i o n water and w i t h t h e f o r m a t i o n ? 

A. Yes, s i r , i t w i l l be. I t w i l l e i t h e r produce 

water f r o m t h e same f o r m a t i o n o r i t w i l l be coming o u t o f 

t h e Lower San Andres. 

Q. I n your i n v e s t i g a t i o n , do you f i n d any g e o l o g i c 

evidence t h a t t h e r e ' s any f a u l t i n g o r o t h e r h y d r o l o g i c 

c o n n e c t i o n s between t h i s f o r m a t i o n and any s h a l l o w f r e s h 

w a t e r sands? 

A. No, s i r . 

Q. L e t ' s t u r n now t o E x h i b i t Number 2 and t o page 

t e n o f t h a t e x h i b i t . D e s c r i b e f o r t h e Examiner t h e c u r r e n t 

s t a t u s o f t h e number two w e l l , and t h e n d e s c r i b e f o r him how 

you're g o i n g t o complete i t f o r i n j e c t i o n purposes. 

A. The c u r r e n t s t a t u s o f t h e w e l l i s p e r f o r a t e d from 

3804 t o 3964, as shown on t h e l e f t - h a n d s i d e schematic on 

page t e n , E x h i b i t 10. We a r e c u r r e n t l y p r o d u c i n g t h e w e l l . 

I t ' s a v e r a g i n g two b a r r e l s a day. I m m e d i a t e l y a f t e r 

a p p r o v a l o f t h e p r o j e c t , we i n t e n d t o c o n v e r t t h e w e l l t o 

i n j e c t i o n by r u n n i n g a s e v e n - i n c h , e i t h e r ni-cke 1-coated or 

p l a s t i c - c o a t e d packer w i t h 2-7/8ths r i s e l i n e t u b i n g , w hich, 
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by t h e way, has a l r e a d y been purchased. I t ' s w a i t i n g on 

a p p r o v a l . 

Q. W i l l you f i l l t h e a n n u l a r space between t h e 

t u b i n g and t h e casi n g ? 

A. The a n n u l a r space w i l l be f i l l e d w i t h packer 

f l u i d o r c o r r o s i o n i n h a b i t e d w a t e r . 

Q. W i l l you have a way t o m o n i t o r t h e p r e s s u r e on 

t h a t space a t t h e s u r f a c e ? 

A. Yes, s i r . W e ' l l have 500 pounds on t h e ann u l u s , 

which w i l l be m o n i t o r e d a t a l l t i m e s . 

Q. When we l o o k a t t h e E x h i b i t Number 2, d i r e c t our 

a t t e n t i o n t o t h a t p o r t i o n o f t h e e x h i b i t t h a t p r o v i d e s t h e 

t a b u l a t i o n f o r t h e Examiner o f t h e w e l l bore data f o r t h e 

w e l l s w i t h i n t h e area o f r e v i e w . 

A. There a r e s e v e r a l o f them. O f f s e t t i n g t h e 

Fed e r a l "D" Number 2 we f i n d t h e Chevron w e l l t o t h e n o r t h 

on page 12. 

Q. And t h e n we c o n t i n u e a l l t h e way t h r o u g h page 

23? And t h a t w i l l be a c o m p i l a t i o n o f t h a t data? 

A. I b e l i e v e t h a t i s c o r r e c t . L e t me go t h r o u g h 

i t . Yes. Page number 23 w i l l complete t h e t a b u l a t i o n o f 

a l l t h e o f f s e t t i n g w e l l s w i t h i n t h e h a l f - a - m i l e r a d i u s . 

Q. When we t u r n t o page 24, what i s r e p r e s e n t e d on 

t h a t page? 

A. On t h a t page i s t h e names and addresses o f t h e 
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s u r f a c e owner as w e l l as t h e o f f s e t o p e r a t o r s who have been 

n o t i f i e d by c e r t i f i e d m a i l o f our i n t e n t . 

Q. Have you r e c e i v e d any o b j e c t i o n from e i t h e r t h e 

s u r f a c e owner o r any o f t h e o f f s e t t i n g o p e r a t o r s t o your 

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

A. We haven't had no o b j e c t i o n from e i t h e r one o f 

them. 

MR. KELLAHIN: Mr. Examiner, E x h i b i t Number 4 i s my 

c e r t i f i c a t e t h a t we have m a i l e d c e r t i f i e d m a i l n o t i f i c a t i o n s 

o f t h i s h e a r i n g t o d a y t o a l l t h o s e p a r t i e s shown on Mr. 

Merchant's e x h i b i t . I t ' s a l s o r e p e a t e d on page 25 o f 

E x h i b i t Number 2. 

That concludes my e x a m i n a t i o n o f Mr. Merchant. 

We would move t h e i n t r o d u c t i o n o f E x h i b i t s 1 t h r o u g h 4. 

HEARING EXAMINER: E x h i b i t s 1 t h r o u g h 4 w i l l be 

a d m i t t e d i n t o e v i d e n c e . 

Mr. Merchant, i n l o o k i n g a t your map o f t h i s area 

and i n your o u t l i n e d proposed w a t e r f l o o d a r e a , o f t h e w e l l s 

shown, how many o f them a r e Eumont o i l producers? 

THE WITNESS: W i t h i n t h a t h a l f - a - m i l e r a d i u s ? 

HEARING EXAMINER: Yeah, and w i t h i n t h e — i n your 

1ease. 

THE WITNESS: They a l l a r e . 

HEARING EXAMINER: I n t h i s a r e a , what i s t h e base o f 

t h e Eumont p o o l ? 
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THE WITNESS: You're a s k i n g i n terms o f f o o t a g e o r 

what? 

HEARING EXAMINER: What i s d e f i n e d as t h e base o f t h e 

Eumont p o o l by OCD r e c o r d s o r f o o t a g e ? 

THE WITNESS: The base o f t h e Eumont p o o l i s from t o p 

of t h e Yates a l l t h e way t o t h e t o p o f t h e Grayburg. That's 

a l l i n c l u d e d as t h e Eumont p o o l . 

HEARING EXAMINER: And you w i l l be j u s t i n j e c t i n g water 

i n t o t h e Queen? 

THE WITNESS: W e ' l l be i n j e c t i n g water i n t o t h e Queen 

o n l y because t h a t ' s a l l t h a t ' s opened r i g h t now p e r f o r a t i o n 

w i s e , and we're n o t go i n g t o add any more p e r f o r a t i o n s . 

HEARING EXAMINER: The Eumont p o o l i s an a s s o c i a t e d 

p o o l w i t h 400 -- I'm s o r r y 640-acre gas spaci n g and 40-acre 

o i l s p a c i n g ; i s t h a t c o r r e c t ? 

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

HEARING EXAMINER: You a r e i n t h e o i l zone? 

THE WITNESS: Yes. 

HEARING EXAMINER: G e n e r a l l y , t h e Queen i s o i l 

p r o d u c i n g ; i s t h a t c o r r e c t , i n t h i s area? 

THE WITNESS: G e n e r a l l y , i t i s o i l p r o d u c i n g from about 

3,738 hundred f e e t down, as you can see on t h e 

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

HEARING EXAMINER: What a r e t h e average p r o d u c i n g r a t e s 

on t h e w e l l s w i t h i n your lease? 
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THE WITNESS: The b e s t quoted i s f i v e b a r r e l s a day. 

HEARING EXAMINER: A l l c l a s s i f i e d as s t r i p p e r . 

THE WITNESS: Yes, s i r . 

HEARING EXAMINER: You mentioned your water source 

would be r e i n j e c t i o n and made up w i t h water e i t h e r from 

Chevron. W i l l t h i s be f r e s h w a ter o r r e i n j e c t i o n a l s o ? 

THE WITNESS: The produced water w i l l be produced, o f 

cou r s e , o f f t h e F e d e r a l "D" Lease. W e ' l l u t i l i z e t h a t , and 

th e w a t er which we a r e t r y i n g t o a c q u i r e e i t h e r from Rice 

E n g i n e e r i n g o r Chevron. I n t h e case o f R i c e , i t ' s a l l 

produced water f r o m t h e Eumont. I n t h e case o f Chevron, i t 

w i l l be t h e water from t h e Lower San Andres. I understand 

t h a t t h e y a r e i n t h e process o f d r i l l i n g some makeup water 

w e l l s t o t h e Lower San Andres. 

HEARING EXAMINER: So you do n o t p l a n t o u t i l i z e any 

f r e s h w a t e r i n y o u r s . 

THE WITNESS: We do n o t p l a n t o do t h a t , no. 

HEARING EXAMINER: I b e l i e v e you mentioned i n your 

t e s t i m o n y t h a t t h e Chevron f l o o d has Queen i n j e c t i o n a l s o ? 

Or i s i t p r i m a r y Grayburg? 

THE WITNESS: No, i t has Queen i n j e c t i o n a l s o . They 

a r e deepening some o f t h e i r w e l l s t o i n c l u d e t h e t o p o f t h e 

Grayburg. And as you go fr o m Chevron leases back t o t h e 

sout h w e s t , as you can see i n t h e c r o s s - s e c t i o n a l s o , as you 

go f r o m w e l l number f o u r back t o t h e south t o w e l l number 
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f i v e , you have a steep d r o p o f f i n t h e r e s e r v o i r . I t s t a r t s 

f a l l i n g o f f r a t h e r r a p i d l y . 

HEARING EXAMINER: And t h e San Andres w a t e r i s 

c o m p a t i b l e w i t h t h e water t h a t y o u ' l l be r e i n j e c t i n g . 

THE WITNESS: That i s c o r r e c t . We w i l l , by t h e way, 

r e g a r d l e s s whether i t ' s produced water f r o m our lease o r 

produced w a t e r f r o m Rice E n g i n e e r i n g o r t h e makeup water 

f r o m t h e lower San Andres f r o m Chevron, we w i l l be f i l t e r i n g 

t h e w a t e r t o improve t h e water q u a l i t y over i n j e c t i o n w a t e r . 

HEARING EXAMINER: I s t h a t t h r o u g h a membrane o f some 

k i n d ? 

THE WITNESS: Yeah, t h r o u g h a membrane, a membrane 

f i l t e r system. 

HEARING EXAMINER: On page t e n o f your E x h i b i t Number 

2, t h a t ' s your proposed c o m p l e t i o n on t h i s w e l l , or 

r e c o m p l e t i o n , I s h o u l d say, you show your t u b i n g t o be 

2-7/8ths Rice l i n e t u b i n g . I s t h a t a p l a s t i c - c o a t e d o r 

cement-coated l i n e ? 

THE WITNESS: I t ' s cement-coated l i n e . 

HEARING EXAMINER: Rice i s t h e process? 

THE WITNESS: Rice E n g i n e e r i n g i s t h e pro c e s s . 

HEARING EXAMINER: Or a p p l i c a t o r . 

THE WITNESS: A p p l i c a t o r , m a n u f a c t u r e r . 

HEARING EXAMINER: They do i t . 

THE WITNESS: They do i t . 
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HEARING EXAMINER: What's your proposed packer s e t t i n g 

depth? 

THE WITNESS: A p p r o x i m a t e l y 100 f e e t , 75 t o 100 f e e t 

above t h e t o p . 

HEARING EXAMINER: And your maximum p r e s s u r e again? 

THE WITNESS: 750 PSI. 

HEARING EXAMINER: That's w e l l under t h e .2 PSI per 

f o o t ? 

THE WITNESS: That's about 11 PSI under, yes. We 

expec t t h e w e l l t o be on vacuum f o r a w h i l e . 

HEARING EXAMINER: So no s t i m u l a t i o n w i l l be 

necessary? 

THE WITNESS: No s t i m u l a t i o n would be necessary. 

HEARING EXAMINER: Have t h e s e p e r f o r a t i o n s gone under 

s t i m u l a t i o n whenever t h e y were i n i t i a l l y --

THE WITNESS: They were a c i d i z e d and f r a c k e d , yes. 

HEARING EXAMINER: I have no o t h e r q u e s t i o n s o f Mr. 

Merchant. Are t h e r e any o t h e r q u e s t i o n s o f t h e w i t n e s s ? 

MR. STOVALL: No. 

MR. KELLAHIN: No, s i r . 

HEARING EXAMINER: You may be excused. 

A n y t h i n g f u r t h e r i n t h i s case, Mr. K e l l a h i n ? 

MR. KELLAHIN: No, s i r . 

HEARING EXAMINER: Does anybody e l s e have a n y t h i n g 

f u r t h e r i n case 10347? I f n o t , t h i s case w i l l be t a k e n 
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under advisement. 

(The foregoing hearing was adjourned at the 

approximate hour of 11:34 a.m.) 
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STATE OF NEW MEXICO 

COUNTY OF SANTA FE 

I , FREDA DONICA, RPR, a C e r t i f i e d Court R e p o r t e r , DO 

HEREBY CERTIFY t h a t I s t e n o g r a p h i c a l l y r e p o r t e d these 

p r o c e e d i n g s b e f o r e t h e O i l C o n s e r v a t i o n D i v i s i o n ; and t h a t 

t h e f o r e g o i n g i s a t r u e , complete and a c c u r a t e t r a n s c r i p t o f 

t h e p r o c e e d i n g s o f s a i d h e a r i n g as appears f r o m my 

s t e n o g r a p h i c notes so t a k e n and t r a n s c r i b e d under my 

p e r s o n a l s u p e r v i s i o n . 

I FURTHER CERTIFY t h a t I am not r e l a t e d t o nor employed 

by any o f t h e p a r t i e s h e r e t o , and have no i n t e r e s t i n t h e 

outcome h e r e o f . 

DATED a t Santa Fe, New Mexico, t h i s 1 6th day o f 

September, 1991. 

Freda Donica 
C e r t i f i e d Court R e p o r t e r 
CCR No. 417 

Oil Conservation Divisioa 
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