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EXAMINER STOGNER: This h e a r i n g w i l l come 

2 to o r d e r . C a l l next case, No. 9896. 

3 MR. STOVALL: A p p l i c a t i o n of S i e t e O i l & 

4 Gas C o r p o r a t i o n f o r a w a t e r f l o o d p r o j e c t , Eddy County, 

5 New Mexico. 

6 EXAMINER STOGNER: C a l l f o r appearances. 

7 MR. PADILLA: Mr. Examiner, I'm Ernest L. 

8 P a d i l l a , Santa Fe, New Mexico, f o r the A p p l i c a n t , and 

9 I have one wi t n e s s t o be sworn. 

10 EXAMINER STOGNER: Since t h e r e ' s no one 

11 else i n the room, I ' l l assume t h e r e are no other 

12 appearances. W i l l the w i t n e s s please stand and be 

13 sworn. 

14 ROBERT LEE 

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

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

17 EXAMINATION 

18 BY MR. PADILLA: 

19 Q. Mr. Lee, please s t a t e your f u l l name. 

20 A. Robert Lee. 

21 Q. Where do you l i v e , Mr. Lee? 

22 A. Roswell, New Mexico. 

23 Q. Do you work f o r S i e t e O i l & Gas? 

24 A. Yes, I do. 

25 Q. What do you do f o r them? 
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A. I'm a se n i o r r e s e r v o i r e n g i n e e r . 

Q. How long have you been a se n i o r r e s e r v o i r 

engineer ? 

A. With S i e t e , f o r one year. 

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

O i l C onservation D i v i s i o n ? 

A. No, I have n o t . 

Q. T e l l us about your e d u c a t i o n a l background 

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

A. Okay. I got a b a c h e l o r ' s degree from the 

U n i v e r s i t y of M i s s o u r i i n R a l e i g h i n 1979, and I 

worked f o r Tenneco O i l & Gas i n San Antonio f o r the 

l a s t n ine years b e f o r e going t o work f o r S i e t e . 

Q. Mr. Lee, have you prepared the C--108 and 

oth e r w i s e made a study of the w a t e r f l o o d p r o j e c t under 

c o n s i d e r a t i o n here today? 

A. Yes, I have. 

MR. PADILLA: Mr. Examiner, we tender Mr. 

Lee as a r e s e r v o i r e n g i n e e r . 

EXAMINER STOGNER: Mr. Lee i s so q u a l i f i e d . 

Q. Mr. Lee, would you b r i e f l y t e l l us what 

t h i s h e a r i n g i s about? 

A. This i s an a p p l i c a t i o n t o con v e r t our 

S c o t t s d a l e #2 t o an i n j e c t i o n w e l l and t o recover 

a d d i t i o n a l o i l t h a t would o t h e r w i s e not be recovered 
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by our S c o t t s d a l e 1 and S c o t t s d a l e 3. 

Q. Mr. Lee, I would l i k e f o r you t o go up t o 

what we have marked as E x h i b i t 1. And, i n t h a t regard 

I would l i k e f o r you t o g e n e r a l l y d e s c r i b e what t h a t 

e x h i b i t i s and also t e l l us what i t i n t e n d s t o show i n 

conn e c t i o n w i t h t h i s a p p l i c a t i o n . 

A. Okay. This i s a s t r a t i g r a p h i c 

c r o s s - s e c t i o n r u n n i n g from the west t o the 

e a s t - n o r t h e a s t . Two of our w e l l s are on i t , , the 

S c o t t s d a l e #1, the second w e l l from the l e f t - h a n d side 

w i l l be a p r o d u c i n g w e l l , and the S c o t t s d a l e #2, which 

i s i n the middle of the c r o s s - s e c t i o n , i s our proposed 

i n j ect i on w e l l . 

T h i s c r o s s - s e c t i o n appears t o demonstrate 

c o n t i n u i t y of pay fans t h r o u g h o u t the area, 

p a r t i c u l a r l y between our two w e l l s . I t a l s o shows the 

p e r f o r a t e d i n t e r v a l of our w e l l s . The S c o t t s d a l e 1 i s 

p e r f o r a t e d i n the Penrose and the Grayburg. The 

S c o t t s d a l e 2 i s p e r f o r a t e d i n the Yates, the Penrose 

and down i n the San Andres. 

Q. Mr. Lee, l e t me r e f e r you t o the l i t t l e map 

t h a t you have on the r i g h t s i d e of t h a t e x h i b i t and 

t e l l us g e n e r a l l y who are the o f f s e t o p e r a t o r s and 

what w e l l s produce from the same h o r i z o n as your 

proposed i n j e c t i o n i n t e r v a l ? 
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A. Chevron operates the L i t t l e f i e l d lease t o 

the n o r t h i n S e c t i o n 22, and they produce out of the 

Queen h o r i z o n . M e r i d i a n has the H i n k l e lease d i r e c t l y 

t o the west of our l e a s e , and they produce out of the 

Penrose, Grayburg and San Andres h o r i z o n s . W e s t a l l 

Mask has the leases t o the east of our l e a s e , and they 

produce out of the Grayburg h o r i z o n . 

Q. Mr. Lee, s t a r t i n g up i n the Chevron acreage 

and going c l o c k w i s e around your proposed i n j e c t i o n 

w e l l , would you t e l l us what the o p e r a t o r s i n those 

p r o p e r t i e s are doing i n s o f a r as i n j e c t i o n or what the 

method of p r o d u c t i o n i s t h a t t h e y ' r e employing i n 

pro d u c i n g t h e i r o i l and gas leases? 

A. R i g h t . I n the Chevron l e a s e , t h e y are 

c u r r e n t l y w a t e r f l o o d i n g the Queen h o r i z o n . W e s t a l l 

Mask, they do not have any w a t e r f l o o d or any secondary 

recovery procedures going on at t h i s t i m e . Of course, 

we do n o t , e i t h e r . M e r i d i a n , t h e y are a l s o 

w a t e r f l o o d i n g t h e i r H i n k l e l e a s e . 

Q. Are they w a t e r f l o o d i n g the same h o r i z o n s 

t h a t you p l a n t o w a t e r f l o o d ? 

A. Yes. 

Q. Would the w a t e r f l o o d t h a t you propose have 

a tendency t o b e n e f i t the W e s t a l l Mask leases? 

A. I t ' s p o s s i b l e , yes. 

CUMBRE COURT REPORTING 
(505) 984-2244 



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 

8 

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

A. Nor we have n o t . 

Q. Any communications from W e s t a l l Mask? 

A. No. We sent them n o t i f i c a t i o n of what 

we're doing w i t h the wa i v e r s and we've not heard 

a n y t h i n g from them. 

Q. How about Chevron? 

A. No co m p l a i n t s t h e r e . 

Q. How about M e r i d i a n ? 

A. No, t h e y d i d n ' t have any problem w i t h our 

p r o j e c t . 

Q. I n f a c t , you i n t e n d t o use some of 

Mer i d i a n ' s f a c i l i t i e s i n order t o do your w a t e r f l o o d ; 

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

A. Yes, we w i l l . 

Q. Y o u ' l l get i n t o t h a t a l i t t l e l a t e r ? 

A. Yes. 

Q. Le t ' s get back i n t o t h e c r o s s - s e c t i o n 

i t s e l f and t e l l us, your a p p l i c a t i o n covers what 

v e r t i c a l l i m i t s ? 

A. I n the a p p l i c a t i o n , we ask f o r p e r m i s s i o n 

t o i n j e c t from the Yates down t o and i n c l u d i n g the San 

Andres. The reason f o r doing t h i s i s because 

i n i t i a l l y we proposed t o only i n j e c t i n t o t h e Penrose 

h o r i z o n because t h a t ' s the o n l y h o r i z o n t o have common 
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p e r f o r a t i o n s from our i n j e c t i o n w e l l t o our p r o d u c i n g 

w e l l . 

I f t h a t ' s s u c c e s s f u l , what we w i l l then do 

i s go i n and open up the Grayburg i n our i n j e c t i o n 

w e l l , S c o t t s d a l e 2, and we would open up the Yates i n 

our p r o d u c i n g w e l l , the S c o t t s d a l e 1, and may al s o 

open up some of these other sand s t r i n g e r s t h r o u g h o u t 

the Bowers formation". And t h a t ' s why we ask f o r such 

broad, v e r t i c a l l i m i t s of the f l o o d . 

Q. Have you d i s c o v e r e d since making the 

a p p l i c a t i o n t h a t the San Andres i s not p a r t of the 

Shugart pool? 

A. Yes, we have. 

Q. What are your plans i n regar d t o the San 

And res ? 

A. I would be w i l l i n g t o drop i t o f f of t h i s 

a p p l i c a t i o n ; and l a t e r on, i f we want t o f l o o d the San 

Andres, we would come back and e i t h e r have another 

h e a r i n g or t r y t o get i t approved a d m i n i s t r a t i v e l y . 

Q. I s t h e r e any problem w i t h g e t t i n g a p p r o v a l 

t o do the San Andres now t h a t you see, i n terms of 

having t h a t as a separate p o o l or a separate 

w a t e r f l o o d i n con n e c t i o n w i t h t h i s a p p l i c a t i o n ? 

A. No, I don't t h i n k t h e r e would be a problem 

w i t h t h a t . 
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Q. What are the p r o d u c i n g c a p a b i l i t i e s of 

w e l l s i n t h a t area f o r the San Andres f o r m a t i o n ? 

A. I don't have a s t r u c t u r e map, but i t i s t o 

the s o u t h e a s t . Our #2 w e l l was wet i n the San 

Andres. Our #1 w e l l d i d not p e n e t r a t e the San 

Andres. The Southland R o y a l t y leases on the H i n k l e 

lease produce out of the San Andres, so we have 

b a s i c a l l y d i s c o v e r e d the down-dip l i m i t s of the San 

Andres r i g h t i n t h r o u g h here, i n the area of our 

S c o t t s d a l e #2. 

Q. Mr. Lee, when you say " r i g h t i n t h r o u g h 

here," what do you mean by t h a t ? What area are you 

t a l k i n g about ? 

A. Probably i n a l i n e r u n n i n g 

n o r t h e a s t - s o u t h w e s t t h r o u g h our S c o t t s d a l e #2, would 

be the e s t a b l i s h e d down-dip p r o d u c t i v e l i m i t s of the 

San Andres. I f t h e r e ' s a d d i t i o n a l d r i l l i n g i n the 

area t h a t would prove t h a t the San Andres would be 

p r o d u c t i v e i n our S c o t t s d a l e #1, what we would do at 

t h a t time would be t o go i n and deepen the #1 and 

s t i l l p o s s i b l y use our #2 as as an i n j e c t i o n w e l l i n 

t h a t z one. 

Q. Your plans now, as I understand them, are 

not t o i n j e c t i n t o the San Andres, i s t h a t c o r r e c t ? 

A. That's c o r r e c t . 
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Q. But you would simply want t o have a u t h o r i t y 

t o i n j e c t should t h a t become f e a s i b l e at a l a t e r time? 

A. That would be advantageous, yes. 

Q. Does your c r o s s - s e c t i o n show any type of 

anomaly t h a t would separate your w a t e r f l o o d from any 

of the s u r r o u n d i n g p r o p e r t i e s ? 

A. No, i t does n o t . 

Q. Do you have any o p i n i o n as t o whether or 

not your w a t e r f l o o d might i m p a i r the p r o d u c i n g 

c a p a b i l i t i e s of s u r r o u n d i n g p r o p e r t i e s ? 

A. I t would not imp a i r the p r o d u c i n g 

c a p a b i l i t i e s of s u r r o u n d i n g p r o p e r t i e s . I t should 

enhance them, i f a n y t h i n g . 

Q. Can you giv e us an e s t i m a t e of what type of 

a d d i t i o n a l or enhanced p r o d u c t i o n you w i l l encounter 

as a r e s u l t of your w a t e r f l o o d i n g ? 

A. Yes. C u r r e n t l y our S c o t t s d a l e lease i s 

pro d u c i n g 10 t o 12 b a r r e l s a day. With t h i s one 

i n j e c t i o n w e l l , we a n t i c i p a t e the r a t e s t o go up t o 50 

t o 60 b a r r e l s a day and recover an a d d i t i o n a l 40- t o 

50,000 b a r r e l s of o i l which o t h e r w i s e would not be 

r e c o v e r a b l e . 

Q. What i s the n a t u r e , what k i n d of margins do 

you have i n terms of economics f o r the c u r r e n t 

s i t u a t i o n t h a t you have i n your w e l l s out t h e r e ? 

CUMBRE COURT REPORTING 
(505) 984-2244 



12 

A. Our lease i s g e t t i n g v e r y m a r g i n a l . I n 

f a c t , we're pumping o n l y every other day now. I n 

pr o b a b l y another year t o year and a h a l f i t would be 

uneconomic and we would be l o o k i n g at p l u g g i n g these 

w e l l s . 

Q. Do you have a n y t h i n g f u r t h e r c o n c e r n i n g 

E x h i b i t No. 1, Mr. Lee? 

A. No, I do n o t . 

Q. L e t ' s go on now, you can resume your seat 

and l e t ' s go on t o what we've marked as E x h i b i t No. 2 

and please i d e n t i f y what t h a t i s , p l e a s e . 

A. Th i s i s the form C-108, our a p p l i c a t i o n t o 

i n j e c t i n t o the S c o t t s d a l e #2. 

Q. Le t ' s jump r i g h t i n t o t h a t , Mr. Lee and 

l e t ' s take each page t h a t you have i n t h a t C-108 and 

have you t e l l t he Examiner what t h a t i s . 

Let me r e f e r you t o the second page, which 

i s a schematic. 

A. Okay. This i s our proposed w e l l b o r e 

schematic once the work i s completed. I n r e v i e w i n g 

t h i s schematic, we found an e r r o r here i n t h a t over on 

the l e f t - h a n d s i d e , where I'm t e l l i n g you the packer 

t h a t we're going t o be u s i n g and the s e t t i n g d e p t h , I 

have 2,600 f e e t on the schematic and i t should be 

3,600 f e e t . That w i l l be r i q h t above the Penrose 
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which w i l l i s o l a t e the Yates, and I w i l l not i n j e c t 

i n t o the Yates at t h i s t i m e . 

Q. I n other words, t h a t r e a l l y should be 

between Zone 4 and Zone 1? 

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

Q. T e l l us, since I've mentioned zones, you 

have i n t h a t schematic i d e n t i f i e d c e r t a i n zones t h a t 

are not n u m e r i c a l l y i n o r d e r . Would you e x p l a i n why 

you have done t h a t ? 

A. The zones were i d e n t i f i e d i n the order of 

com p l e t i o n or attempted c o m p l e t i o n s . 

Q. So Zone 1 would be the f i r s t p r i o r i t y ? 

A. E x a c t l y . That was the f i r s t zone t h a t we 

completed, and Zone 5 being the l a s t zone t h a t we 

completed i n . 

Q. What e l s e do you have t o t e l l the Examiner 

co n c e r n i n g t h i s schematic? 

A. N o t h i n g . This i s j u s t p a r t of the w e l l 

data t h a t was r e q u i r e d on the C-108. 

Q. How about the schematic t h a t i s shown on 

the next page? 

A. Th i s i s the c u r r e n t w e l l b o r e schematic, how 

23 t h i n g s s i t c u r r e n t l y . We have t u b i n g i n the h o l e ; the 

24 w e l l i s t e m p o r a r i l y abandoned. I t ' s uneconomic t o 

25 produce at t h i s t i m e . I t ' s n o t a b l e t h a t t h e r e ' s a 
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c a s t - i r o n b r i d g e p l u g at 4,100 f e e t , which w i l l 

e f f e c t i v e l y i s o l a t e our San Andres zone a l s o . 

Q. I s t h a t a l l you have con c e r n i n g t h a t ? 

A. Yes, i t i s . 

Q. Let' s go on now t o the next page., T e l l us 

what t h a t i s ? 

A. Th i s i s the t a b u l a r data f o r our i n j e c t i o n 

w e l l . T his data l i s t s the lease name, l o c a t i o n , the 

casing program t h a t our i n j e c t i o n t u b i n g w i l l be 

i n t e r n a l l y p l a s t i c coated. 

Once a g a i n , on our packer t h e r e ' s an 

e r r o r . The packer's depth i s 2,600 f e e t on t h i s page 

and i t should be 3,600 f e e t . 

I l i s t the f o r m a t i o n s t h a t I would l i k e 

p e r m i s s i o n t o i n j e c t i n t o ; Yates, Seven R i v e r s , Queen, 

Penrose, Grayburg and San Andres. I d e s c r i b e the 

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

s t a t e the w e l l was o r i g i n a l l y d r i l l e d as a p r o d u c i n g 

o i l w e l l , and t h a t w i t h i n the area of the S c o t t s d a l e 

Federal #2 t h e r e are no hig h e r p r o d u c i n g h o r i z o n s . 

Q. I s t h a t a l l you have on t h a t page? 

A". Yes , i t i s . 

Q. L e t ' s go on now t o the next page, and what 

i s t h a t ? 

A. Th i s i s a l i s t i n g of w e l l s w i t h i n the 
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h a l f - m i l e r a d i u s area of review. This i s a t a b l e 

l i s t i n g the w e l l names, o p e r a t o r s , l o c a t i o n of the 

w e l l s , types of w e l l s , when i t was spud and completed, 

where the w e l l s were completed, what f o r m a t i o n s 

t h e y ' r e i n and the cas i n g programs. 

Q. Mr. Lee, l o o k i n g at the cas i n g programs, 

have you looked at a l l the c a s i n g programs i n a l l of 

the w e l l s i d e n t i f i e d i n t h i s p o r t i o n of t h i s e x h i b i t ? 

A. Yes , I have. 

Q. I n your o p i n i o n , i s t h e r e a n y t h i n g here 

w i t h regard t o the method i n which these w e l l s were 

completed or plugged and abandoned t h a t would i n d i c a t e 

t h a t t h e r e would be some lack of i n t e g r i t y as f a r as 

m i g r a t i o n of water? 

A. No, t h e r e i s n o t . The tops of cement are 

above the zones t h a t we planned t o i n j e c t i n t o . 

Q. What i s the k i n d of casi n g t h a t you f i n d 

out t h e r e ? I s t h a t type of casi n g adequate t o 

preve n t — 

A. Yes, i t i s . I t p r e v e n t s any kin(3 of f l u i d 

from escaping the w e l l b o r e or e n t e r i n g the w e l l b o r e 

and c o n t a m i n a t i n g the f r e s h water zone. 

Q. What i s the map t h a t you have a t t a c h e d i n 

here now ? 

A. This i s a--
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Q. Which i s the next page? 

A. R i g h t . This i s a land p l a t of the area 

w i t h the h a l f - m i l e area of review c i r c l e drawn around 

our proposed i n j e c t i o n w e l l , the S c o t t s d a l e #2. 

Q. You've t a l k e d about e v e r y t h i n g e l s e 

c o n c e r n i n g what surrounds t h i s w e l l t h r o u g h your map 

on E x h i b i t 1, i s t h a t c o r r e c t ? 

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

Q. Now you have on the next page a schematic 

of the w e l l . T e l l us what t h a t shows. 

A. Yes. I t ' s r e q u i r e d i n the form C-108 t o 

i n c l u d e a schematic of any plugged and abandoned w e l l s 

i n the area. T h i s i s the Hink l e - F #2 o r i g i n a l l y 

d r i l l e d by V. S. Welch. I t was o r i g i n a l l y plugged by 

V. S. Welch i n 1965. I t a p p a r e n t l y had a bad p l u g or 

i t s t a r t e d l e a k i n g i n 1981, because i t was then 

replugged by Southland R o y a l t y at t h a t t i m e . I've 

als o i n c l u d e d the two p l u g g i n g r e p o r t s f o r the 

p l u g g i n g of t h a t w e l l . 

Q. And those are the two pages t h a t f o l l o w , i s 

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

A. Yes, s i r . 

Q. Do you know why t h i s w e l l was replugged by 

Southland Royalty? 

A. Not f o r s u r e , no. 
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Q. Do you have an o p i n i o n as t o whether i t 

might have been replugged because of Southland 

R o y a l t y ' s , and now M e r i d i a n ' s , w a t e r f l o o d p r o j e c t ? 

A. I s u s p i c i o n t h a t t h a t i s the reason t h a t i t 

had t o be replu g g e d . 

Q. L e t ' s go on now t o the l a s t two pages of 

your C-108 and have you t e l l t h e Examiner what 

i n f o r m a t i o n i s c o n t a i n e d i n t h a t . 

A. These pages c o n t a i n i n j e c t i o n type d a t a . 

I t s t a t e s t h a t my proposed d a i l y r a t e w i l l be 300 

b a r r e l s a day, w i t h a maximum r a t e of 500 b a r r e l s of 

water per day. 

I t s t a t e s we w i l l use Me r i d i a n ' s i n j e c t i o n 

s t a t i o n , which i s a closed system. I t c o n t a i n s our 

i n j e c t i o n p r e s s u r e s . My experience i n the area t e l l s 

me t h a t the i n j e c t i o n p r e ssure w i l l p r o b a b l y get up t o 

about 500 pounds. Using a .2 p s i f o r f l u i d i n j e c t i o n 

p r e s sure r a t e , my maximum d a i l y i n j e c t i o n p r e s s u r e 

w i l l be 520 p s i . I f l a t e r , on as my f l o o d matures, i t 

becomes necessary t o i n c r e a s e t h a t pressure,, I w i l l 

p e r f o r m a s t e p - r a t e t e s t and have i t d u a l l y witnessed 

by the proper a u t h o r i t i e s . 

Q. Mr. Lee, does S i e t e operate other 

w a t e r f l o o d p r o j e c t s i n Eddy County? 

A. Yes, we do. We have the Blackhawk 
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w a t e r f l o o d p r o j e c t about a m i l e t o the east of t h i s 

w e l l . 

Q. How have you i n c r e a s e d , from time t o t i m e , 

the p ressures t h a t you i n j e c t water? 

A. Yes, we have. 

Q. How do you do t h a t ? 

A. We perf o r m a s t e p - r a t e t e s t and demonstrate 

where the f r a c t u r e p r e s s u r e of the f o r m a t i o n i s , 

showing t h a t our i n j e c t i o n p r e s s u r e was below t h a t 

f r a c t u r e p r e s s u r e , and then come up w i t h some s a f e t y 

f a c t o r below the f r a c t u r e p r e s s u r e , and c a l l t h a t our 

maximum i n j e c t i o n p r e s s u r e . 

Q. Do you do t h a t t e s t i n g i n c o o r d i n a t i o n w i t h 

the A r t e s i a o f f i c e of the O i l Conservation D i v i s i o n ? 

A. Yes, we do. 

Q. Does the order t h a t a l l o w s i n c r e a s e i n 

pressures a l l o w you t o a d m i n i s t r a t i v e l y i n c r e a s e 

pressu res ? 

A. Yes, i t does. 

Q. i n t h a t other w a t e r f l o o d ? 

A. Yes, i t does. 

Q. Do you d e s i r e t o have the same type of 

a u t h o r i t y i n t h i s case? 

A. Yes, I would. 

Q. Would you co n t i n u e now w i t h your t e s t i m o n y 
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r e g a r d i n g these pages. 

A. Okay. I'm s t a t i n g here a l s o t h a t my 

i n j e c t i o n water w i l l be coming from M e r i d i a n ' s 

w a t e r f l o o d f a c i l i t y on t h e i r H i n k l e l e a s e . They are 

i n j e c t i n g produced water i n t h e i r w a t e r f l o o d , which i s 

from the same f o r m a t i o n s t h a t I w i l l i n j e c t i n t o , so 

c o m p a t i b i l i t y w i l l not be a problem. And the water 

i n j e c t i o n i s c u r r e n t l y i n t o a zone t h a t was p r o d u c t i v e 

of o i l and gas. 

Q. Okay. 

A. We a l s o move down i n t o t h e g e o l o g i c d a t a , 

where I s t a t e what i n t e r v a l s I'm going t o i n j e c t i n t o 

i n the S c o t t s d a l e #2, g i v e approximate depths and tops 

of the v a r i o u s f o r m a t i o n s and t h i c k n e s s e s . 

Q. L e t ' s go on now t o the l a s t page i n your 

e x h i b i t , and t e l l us what t h i s c o n t a i n s . 

A. Okay. I t s t a t e s t h a t I've performed a 

search of the area w i t h i n one m i l e around our proposed 

i n j e c t i o n w e l l and t h e r e are no f r e s h water w e l l s . We 

went over t o the State Water Board t h e r e i n Roswell 

and looked t h r o u g h t h e i r r e c o r d s . We plan no 

a d d i t i o n a l s t i m u l a t i o n t o do t h i s i n i t i a l i n j e c t i o n 

here i n t o the Penrose. 

Q. Why a r e n ' t you doing any a d d i t i o n a l 

s t i m u l a t i on ? 
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A. The zones were a l r e a d y f r a c ' d upon p r i m a r y 

complet i on . 

Q. I t ' s your o p i n i o n y o u ' l l need f u r t h e r 

s t i m u l a t i o n ? 

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

Q. Simply i n j e c t water i n t o i t ? 

A. E x a c t l y r i ght . 

Q. How about the logs? Have you su b m i t t e d a 

l o g w i t h the a p p l i c a t i o n ? 

A. No, s i r . The logs were s u b m i t t e d when the 

w e l l s were d r i l l e d . 

Q. Okay. What k i n d of water are you going t o 

i n j ect ? 

A. We're going t o be i n j e c t i n g produced water 

from M e r i d i a n ' s l e a s e , which w i l l come out of the 

Penrose-Grayburg h o r i z o n s . 

Q. How are you going t o work w i t h M e r i d i a n i n 

t h i s p r o j ect ? 

A. The economics on t h i s are a l i t t l e b i t 

s l i m , so we had t o keep our costs down as much as 

p o s s i b l e . So what we've proposed t o M e r i d i a n i s t o 

t i e i n t o t h e i r water s t a t i o n and get p r e s s u r i z e d water 

from them and, i n t u r n , g i v e them our produced water. 

C u r r e n t l y they don't have enough i n j e c t i o n 

water on t h e i r lease t o p r o p e r l y f l o o d t h e i r 
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r e s e r v o i r , so t h e y ' r e i n need of wa t e r , so we 1re going 

t o g i v e them water and take p r e s s u r i z e d water from 

them . 

Q. Have you determined whether or not the 

water t h a t you're going t o gi v e them would be i n j e c t e d 

from t h e i r water s t a t i o n i s c o m p a t i b l e w i t h the water 

t h a t e x i s t s i n the r e s e r v o i r ? 

A. Yes, i t w i l l be c o m p a t i b l e . 

Q. Are you p r o p o s i n g a cl o s e d system? 

A. Yes, the system i s c l o s e d . 

Q. What does t h a t do? 

A. I t keeps any oxygen out of the system, 

p r e v e n t s growth of b a c t e r i a , helps keep your f o r m a t i o n 

from g e t t i n g a sour, c o r r o s i v e environment. 

Q. You sa i d you found no p o t a b l e water w i t h i n 

a m i l e , i s t h a t c o r r e c t ? 

A. That's c o r r e c t . At the Sta t e Water Board 

they had one shallow w e l l l i s t e d i n Se c t i o n 27. I t 

was o r i g i n a l l y d r i l l e d by Southland R o y a l t y , but i t 

had c h l o r i d e s of n e a r l y 39,000 p a r t s per m i l l i o n . 

Once again I suspect t h i s was a source w e l l they 

d r i l l e d e i t h e r f o r a f l o o d or d r i l l i n q f l u i d when they 

d r i l l e d t h e i r w e l l s . 

Q. Assuming t h e r e ' s a f r e s h water a q u i f e r t h a t 

has not been d i s c o v e r e d or may e x i s t i n the area, do 
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1 you f e e l t h a t the cas i n g programs and the w e l l s 

2 su r r o u n d i n g the p r o j e c t t h a t you have i d e n t i f i e d as 

3 p a r t of your C-108 are adequate t o p r o t e c t those f r e s h 

4 water sou r ces ? 

5 A. Yes, I do. 

6 Q. How about m i g r a t i n g up t o the s u r f a c e 

7 i t s e l f ? 

8 A. No. The c u r r e n t c a s i n g programs w i l l 

9 prevent t h a t . 

10 Q. Mr. Lee, have you sent n o t i c e of the C-108 

11 or have you sent your C-108 t o a l l o f f s e t t i n g 

12 o p e r a t o r s i n accordance w i t h the r u l e s of the O i l 

13 Con s e r v a t i o n D i v i s i o n ? 

14 A. Yes, we have. 

15 Q. And t o whom have you sent those n o t i c e s ? 

16 A. I've sent them t o M e r i d i a n O i l , Chevron, 

17 Amoco, W e s t a l l Mask, and the Bureau of Land 

18 Management. I sent i t t o the Bureau of Land 

19 Management because they are the su r f a c e owners. 

20 MR. PADILLA: Mr. Examiner, I've n o t i c e d 

21 t h a t Mr. Lee's attachment was not p a r t of the copies 

22 of the r e t u r n r e c e i p t s were not a t t a c h e d t o t h a t 

23 e x h i b i t , so I ' l l hand you copies of those C-108s. 

24 I n a d d i t i o n t o t h a t , Mr. Examiner, I have 

25 what we have i d e n t i f i e d as E x h i b i t No. 3, showing t h a t 
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1 our o f f i c e has sent n o t i c e s t o those same i n d i v i d u a l s , 

2 as v / e l l as the n o t i c e of t h i s h e a r i n g , and we've 

3 simply i d e n t i f i e d t h a t as E x h i b i t No. 3. 

4 Q. Mr. Lee, have you, i n your o p i n i o n , 

5 complied w i t h a l l of the i t e m i z e d requirements of the 

6 Sec t i o n C-108 i n con n e c t i o n w i t h your C-108? 

7 A. Yes, I have. 

8 Q. And i n con n e c t i o n w i t h the a p p l i c a t i o n f o r 

9 water f1ood ? 

10 A. Yes, I have. 

11 Q. Mr. Lee, would a p p r o v a l of t h i s a p p l i c a t i o n 

12 be i n the best i n t e r e s t s of c o n s e r v a t i o n of o i l and 

13 gas ? 

14 A. Yes, i t would be. 

15 Q. Do you have an o p i n i o n as t o whether or not 

16 you're going t o im p a i r or enhance the c o r r e l a t i v e 

17 r i g h t s ? 

18 A. We'll p r o b a b l y enhance c o r r e l a t i v e r i g h t s . 

19 Q. How would you do t h a t ? 

20 A. With the i n j e c t i o n of water i n t o t h i s zone, 

21 some of the o f f s e t o p e r a t o r s may get a s l i g h t 

22 p r o d u c t i o n buzz. 

23 Q. Mr. Lee, do you have a n y t h i n g f u r t h e r t o 

24 t e s t i f y about c o n c e r n i n g t h i s a p p l i c a t i o n ? 

25 A. No, I do n o t . 
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1 MR. PADILLA: Mr. Examiner, w e ' l l pass Mr. 

2 Lee f o r q u e s t i o n i n g ; and I ' l l move the admission of 

3 E x h i b i t s 1 th r o u g h 3. 

4 EXAMINER STOGNER: E x h i b i t s 1 t h r o u g h 3 

5 w i l l be a d m i t t e d i n t o evidence at t h i s t i m e . 

6 EXAMINATION 

7 BY MR. STOGNER: 

8 Q. Mr. Lee, l e t ' s f i r s t t a l k about your 

9 i n j e c t i o n water here. You s a i d i t ' s coming o f f of the 

10 M e r i d i a n w a t e r f l o o d f a c i l i t y and i t ' s going t o be 

11 p r e s s u r i z e d ? 

12 A. Yes, we do. 

13 Q. What pressure i s t h a t water? 

14 A. T h e i r i n j e c t i o n p r e s s u r e , as I r e c a l l , i s 

15 around 6- t o 800 p s i , but we w i l l be able t o choke 

16 t h a t down t o l e s s than 520 p s i at our w e l l h e a d . 

17 Q. So you propose t o do t h i s at the wellhead? 

18 A. Oh, yes. 

19 Q. Le t ' s look at the S c o t t s d a l e Federal l e a s e , 

20 which I'm assuming takes i n the n o r t h e a s t q u a r t e r of 

21 S e c t i o n 27, i s t h a t c o r r e c t ? 

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

23 Q. How many w e l l s are p r e s e n t l y , w i t h the 

24 e x c e p t i o n of your #2 w e l l , p r e s e n t l y completed i n t h a t 

25 p a r t i c u l a r zone? 
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A. Two w e l l s ; the S c o t t s d a l e #1 and the 

S c o t t s d a l e #3. 

Q. What i s t h e i r p r e s ent p r o d u c t i o n r a t e ? 

A. Both w e l l s combined, 10 t o 12 b a r r e l s a 

d ay . 

Q. And those are on beam pump, I assume? 

A. Yes, s i r . 

Q. How o l d are those w e l l s ? 

A. The S c o t t s d a l e #1 was d r i l l e d i n 1984, the 

S c o t t s d a l e #2 was d r i l l e d i n 1986, and the S c o t t s d a l e 

#3 was d r i l l e d i n 1985. 

Q. Do you know off h a n d what t h e i r i n i t i a l 

p r o d u c t i o n r a t e was from t h i s zone? 

A. The # l ' s i n i t i a l p r o d u c t i o n r a t e was i n 

excess of 100 b a r r e l s of o i l a day. The #2 was 40 

b a r r e l s of o i l a day, and I cannot r e c a l l what the #3 

i n i t i a l p r o d u c t i o n r a t e was. 

Q. You have the #1 w e l l on your c r o s s - s e c t i o n , 

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

A. Yes, I do. 

Q. And the p e r f o r a t e d i n t e r v a l i s shown on 

t h a t p a r t i c u l a r e x h i b i t ? 

A. Yes, i t i s . 

Q. And t h e r e seems t o be j u s t two s e t s , one i n 

the Penrose and one i n the Grayburg as you show i t , i s 
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t h a t c o r r e c t ? 

A. Yes, s i r . 

Q. Are these the o r i g i n a l p e r f o r a t i o n s ? 

A. Yes, they a re. 

Q. And have you been able t o i s o l a t e which 

zone has more p r o d u c t i o n a t t r i b u t e d t o i t ? 

A. No, I have n o t . 

Q. Now, I n o t i c e d on your i n j e c t i o n w e l l , do 

you p l a n t o l a t e r on come back i n and p e r f o r a t e i n the 

Grayburg p o r t i o n of t h a t w e l l t h a t would a t t r i b u t e 

p r o d u c t i o n enhancement t o the #1? 

A. Yes, s i r . I f the Penrose h o r i z o n works 

o u t , i f our f l o o d i s s u c c e s s f u l t h e r e , we have plan s 

t o go i n and add p e r f s i n our #2 and a l s o add p e r f s i n 

our #1 i n the Yates f o r m a t i o n t o e s t a b l i s h h o r i z o n t a l 

conformance between the two w e l l s . 

Q. What i s the name of t h a t M e r i d i a n 

w a t e r f l o o d t h a t has taken p l a c e over t o the west? 

A. They l i s t i t as the Hinkl e - F w a t e r f l o o d , or 

Hinkle-F l e a s e . 

Q. Have you had a chance t o study i t f o r t h i s 

p a r t i c u l a r p r o j e c t t h a t you're doing? 

A. To a degree. They're seeing some b e n e f i t 

from t h e i r w a t e r f l o o d . L i k e I s a i d , they r e a l l y don't 

have as much i n j e c t i o n water as they r e a l l y need t o 
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r e a l l y do an e f f i c i e n t f l o o d . They a l s o have plans t o 

come i n and conv e r t some more w e l l s and t r y t o get 

t h e i r f l o o d i n b e t t e r shape. 

Q. Other than n o t i f i c a t i o n s , have you 

con t a c t e d Chevron or have you t a l k e d t o Chevron? 

A. Yes, I have. I n i t i a l l y I was t a l k i n g t o 

Chevron t r y i n g t o get p r e s s u r i z e d water from them, 

a l s o , and they were agreeable t o p r o v i d i n g p r e s s u r i z e d 

w a t e r , a l s o . I decided t o go w i t h M e r i d i a n because of 

other business c o n t a c t s t h a t we have w i t h them. 

Q. I s Chevron p r e s e n t l y i n j e c t i n g i n t h e i r 

w e l l s i n Se c t i o n 22? 

A. Yes, they are. Once a g a i n , they have a 

water supply problem i n t h a t they don't have enough 

wa t e r , and they a l s o p l a n t o come i n and do some 

a d d i t i o n a l d r i l l i n g and a d d i t i o n a l c o n v e r s i o n s of 

w e l l s . 

Q. And those i n j e c t i o n w e l l s i n Se c t i o n 22, i n 

p a r t i c u l a r the south h a l f of 22, can they be s p o t t e d 

e a s i l y on your map s u p p l i e d w i t h your C-108? 

A. No, they cannot. 

Q. Do you know which ones they are by chance? 

I'm l o o k i n g i n the southeast q u a r t e r , Wells Nos. 12, 

13 and 14, i n p a r t i c u l a r . Are any of those i n j e c t i o n 

w e l l s ? 
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A. I'm not su r e , Mr. Examiner. I would need 

t o go check. I t h i n k the 14 i s , but I'm not 

p o s i t i v e . I would need t o check t h a t . 

Q. That won't be necessary. Our records w i l l 

r e f l e c t t h a t . 

But Chevron had no problem when you t a l k e d 

w i t h them on t h i s p a r t i c u l a r c o n v e r s i o n t h a t you're 

p r o p o s i n g at t h i s time? 

A. No, they d i d n o t . 

EXAMINER STOGNER: Are t h e r e any other 

q u e s t i o n s of t h i s w i t n e s s ? 

MR. STOVALL: No. 

EXAMINER STOGNER: I f t h e r e are none, you 

may be excused. Mr. P a d i l l a , do you have a n y t h i n g 

f u r t h e r ? 

MR. PADILLA: Nothing f u r t h e r . 

EXAMINER STOGNER: I n t h a t case, Case No. 

9896 w i l l be taken under advisement, and the h e a r i n g 

adj ou rned . 
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