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1 (Note: I n session at 9:00.) 

2 CHAIRMAN CATANACH: Let's c a l l the -

3 commission meeting'back to order t h i s morning. 

4- Today's date i s .9/11/2015 and t h i s i s a continuation 

5 of the docket t h a t s t a r t e d yesterday. 

6 At t h i s time we're going t o c a l l Case 

7 15193, which i s the a p p l i c a t i o n of F r o n t i e r F i e l d 

8 Services, LLC f o r A u t h o r i z a t i o n t o I n j e c t . C a l l f o r 

9 appearances i n t h i s case. 

10 MR. HALL: Mr. Chairman, Scott H a l l , ' 

11 Montgomery & Andrews law f i r m i n Santa Fe appearing 

12 f o r the a p p l i c a n t . I have two witnesses thi s ' 

13 morning. 

14 MR. WADE: Gabriel Wade on behalf of the 

15 O i l Conservation D i v i s i o n . I'm here w i t h P h i l 

16 Goetze, the geologist f o r the OCD, who i s a v a i l a b l e 

17 f o r questions i f the commission has any. 

18 CHAIRMAN CATANACH: Okay. Do you want t o 

19 make any opening statements? 

20 MR. HALL: I suggest these witnesses have 

21 been previously sworn and t h e i r c r e d e n t i a l s 

22 accepted, but not before t h i s p a r t i c u l a r commission. 

23 Perhaps Cornmissioner Balch sat through those cases. 

24 What's your pleasure? I w i l l r e q u a l i f y them. 

25 CHAIRMAN CATANACH: We need t o swear them 
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1 i n and i f you could b r i e f l y describe t h e i r 

2 q u a l i f i c a t i o n s . 

3 {Note: Witnesses sworn by court reporter.) 

4 MR. HALL: Mr. Chairman, commissioners, 

5 t h i s case, I promise, w i l l ' be quick. 

6 We are here t o ask f o r approval to some 

• 7 changes, very minor changes t o the i n j e c t i o n 

8 parameters f o r these two pre v i o u s l y approved AGI 

9 we l l s . The reason we are coming t o hearing t o do i t 

10 i s because there are s p e c i f i c parameters set out i n 

11 the previous orders and the d i v i s i o n d i d not f e e l i t 

12 had the a u t h o r i t y t o change those parameters 

13 a d m i n i s t r a t i v e l y because they were i n a commission 

14 order. So we are back before the commission t o do 

15 t h a t . We w i l l t e l l you about those parameters 

16 s p e c i f i c a l l y . 

17 We are also asking t h a t the commission 

18 delegate t o the d i v i s i o n s u f f i c i e n t a u t h o r i t y which 

19 w i l l allow them t o change other parameters, make 

20 other m o d i f i c a t i o n s t o the i n j e c t i o n a u t h o r i z a t i o n 

21 as needed i n the f u t u r e a d m i n i s t r a t i v e l y without 

22 having t o convene a commission hearing to do i t . 

23 MR. WADE: And i f I may, the OCD i s i n 

24 support of t h i s a p p l i c a t i o n and won't be making any 

25 presentations. We w i l l have Mr. Goetze a v a i l a b l e i f 
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1 you have questions. 

2 CHAIRMAN CATANACH: Go ahead. 

3 MR. HALL: Because two of you have not sat 

4 on previous cases we have Mr. Coy Bryant here a f t e r 

5 I get him i d e n t i f i e d and q u a l i f i e d t o provide you 

6 with a b r i e f overground of acid gas i n j e c t i o n w e l l 

7 operation. t 

8 COY BRYANT 

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

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

11 DIRECT EXAMINATION 

12 BY MR. HALL 

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

14 A. Coy Bryant. 

15 Q. Where do you l i v e and by whom are you 

16 employed? 

17 A. I l i v e i n Durango, Colorado. I'm employed 

18 by AKA Energy Group. 

19 Q. I n what capacity? 

20 A. I'm the d i r e c t o r of operations. 

21 Q. Would you please give the commissioners a 

22 b r i e f suiTLmary of your educational background and 

23 experience? 

24 A. Sure. I have a bachelor's of science i n 

25 c i v i l engineering from Texas Tech U n i v e r s i t y and a 
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1 master's of science i n nuclear engineering from the 

2 Un i v e r s i t y of Texas at Austin. I have worked f o r 

3 Exxon Mobile and Kinder Morgan, and then f o r the 

4 past year I worked f o r AKA Energy Group.. 

5 Q. You pr e v i o u s l y had your c r e d e n t i a l s 

6 established as a matter of record i n a previous 

7 case? 

8 A. Correct. 

9 MR. HALL: We again offer- Mr. Bryant as a 

10 q u a l i f i e d engineering witness. 

11 CHAIRMAN CATANACH: Mr. Bryant i s so 

12 q u a l i f i e d . 

13 Q. I f you would, Mr. Bryant, explain t o the 

14 commission what F r o n t i e r i s seeking by i t s 

15 a p p l i c a t i o n . 

16 A. We are seeking an increase i n the maximum 

17 allowable i n j e c t i o n volume on a d a i l y r a t e i n e i t h e r 

18 or both of our acid gas i n j e c t i o n wells from two 

19 m i l l i o n cubic f e e t a day to three-and-a-half m i l l i o n 

20 cubic f e e t a day. 

21 Q. Where are the wells situated? 

22 A. They are j u s t adjacent t o our Malijamar 

23 gas p l a n t , which i s very near Malijamar, New Mexico. 

24 Q. Would you provide the commissioners w i t h a 

25 b r i e f overview of acid gas i n j e c t i o n operations, 
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1 what they do and why we need them? 

2 A. Sure. So when you have sour gas, sour 

3 n a t u r a l gas brought i n t o a gas p l a n t , -in p a r t of the 

4 t r e a t i n g and processing you remove H2S.and C02 from 

5 the n a t u r a l gas through an amine treatment process. 

6 The e f f l u e n t of t h a t i s a mixture of carbon dioxide 

7 and hydrogen s u l f i d e . I t ' s p u l l e d together and sent 

8 t o compression f a c i l i t i e s , acid gas compression 

9 f a c i l i t i e s , where - we i n j ect i t i n t o one of these two 

10 acid gas i n j e c t i o n wells f o r disposal. 

11 Q. A l l r i g h t . And the wells are, i f we look 

12 at the e x h i b i t s , the Malijamar AGI w e l l No. 1 and 

13 the Malijamar AGI w e l l No. 2, and i f the 

14 cornmissioners would r e f e r to E x h i b i t s 1 and 2 they 

15 could f i n d Orders No. R 13443A and R 13443B 

16 a u t h o r i z i n g i n j e c t i o n i n each of those w e l l s ; i s 

17 t h a t correct? 

18 A. Correct. 

19 Q. What formation are they i n j e c t e d into? 

20 A. I n t o the Wolfgang. 

21 Q. B r i e f l y , what are the i n j e c t i o n parameters 

22 c u r r e n t l y approved under the two orders? 

23 A. We have a combined i n j e c t i o n volume on a 

24 d a i l y r a t e of two m i l l i o n cubic f e e t per day. I t 

25 • can go i n t o one wells or both wells s p l i t . 
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1 Q. Are both wells i n operation? 

2 A. No. The AGI No. 1 i s i n operation." I t ' s 

3 been i n operation since about December of 2013. AGI 

4 No. 2 was approved by the commission l a s t November, 

5 November of '14, and then r e c e n t l y approved by the 

6 BLM i n June of t h i s year so i t has yet to be • 

7 d r i l l e d . 

8- Q. Explain t o the commissioners what i s the 

9 -cause of the need t o request the increase i n the 

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

11 A. Sure. The concentrations of H2S and C02 

12 i n our i n l e t gas stream has increased, which r e s u l t s 

13 i n a l a r g e r volume of t r e a t e d acid gas t h a t we need 

14 t o dispose of. 

15 I n a d d i t i o n , given the current market 

16 conditions and the decreased d r i l l i n g a c t i v i t y i n 

17 the area i n which we operate, we are planning t o 

18 consolidate two f a c i l i t i e s i n Southeast New Mexico 

19 on a temporary basis u n t i l conditions pick up and 

20 d r i l l i n g a c t i v i t y picks up. So we're going t o send 

21 raw gas from one f a c i l i t y t o the other one. They 

22 share a common gathering system so we are going t o 

23 increase the t o t a l amount of volume t r e a t e d at the 

2 4 M a l i j amar gas p l a n t , which i s the other reason f o r 

25 the request. 

PAUL BACA PROFESSIONAL COURT REPORTERS 
500 FOURTH STREET NW - SUITE 105, ALBUQUERQUE, NM 87102 



Page 9 

1 Q. Industry r e f e r s to t r e a t e d a c i d gas as 

2 tag; i s t h a t correct? 

3 A. Right. 

4 Q. What d i d the i n i t i a l concentrations of tag 

5 consist of percentage-wise? 

6 A. Around 18 to 20 percent of H2S and the 

7 

8 

remainder being carbon dioxide. 

Q. - What do you expect those concentrations 

9 w i l l be changing to? 

10 A. We are .looking upwards of 30 percent of 

11 H2S and 70 percent carbon dioxide. 

12 Q. With the increased i n j e c t i o n r a t e i f i t i s 

13 approved, do you expect the Malijamar p l a n t w i l l be 

14 able t o ' t r e a t the f u l l volume of gas d e l i v e r e d to 

15 you by producers? 

16 A. Yes, we do. 

17- Q. And avoid curtailment of services were you 

18 to continue operating under the e x i s t i n g rate? 

19 A. Yes. 

20 Q. Are the C108 a p p l i c a t i o n s f o r the No. 1 

21 and 2 wells already contained i n the commission's 

22 f i l e s i n t h i s matter? 

23 A. To the best of my knowledge, yes. 

24 MR. HALL: For your information, 

25 Mr. Chairman, should there be any question about the 
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1 C108s, I have copies f o r the No. 2 w e l l . Largely we 

2 have done i t f o r the No. 1 so they are av a i l a b l e i f 

3 you need to see those. 

4 Q. I n view of the C108s t h a t have already 

5 been f i l e d , w i l l the design c o n f i g u r a t i o n s of the 

6 two wells' remain the same as previously approved? 

7 A. Yes, but we may change the casing design 

8 fo r the AGI No. 2 to give us- —- I guess t o help us 

9 avoid possible issues during d r i l l i n g t h a t we saw 

10 during the AGI No. 1 i n some of the shallower 

11 formations, so i t would be an improvement to the 

12 casing design. 

13 Q. Add a d d i t i o n a l casing? 

14 A. Right. 

15 Q. Do a l l of the other relevant circumstances 

16 concerning the two AGI wells remain unchanged since 

17 the previous approval? 

18 A. Correct. 

19 Q. I n your opinion, Mr. Bryant, can t h i s 

20 i n j e c t i o n p r o j e c t be operated at the increased d a i l y 

21 i n j e c t i o n r a t e so the p u b l i c health and safety.and 

22 the environment w i l l be protected? 

23 A. Yes. 

24 MR. HALL: That concludes my d i r e c t of the 

25 , witness, Mr. Chairman. 
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1 MR. WADE: I f I may have a question? 

2 CROSS-EXAMINATION 

3 BY MR. WADE 

4 Q. You mentioned t h a t you might request a 

5 change i n the casing? 

6 A. Right. 

7 Q. How would you make t h a t request? 

8 A. Through a sundry notice t o the BLM and 

9 then whatever requirements are required w i t h the 

10 OCD. 

11 Q. Are you asking t h a t t h a t request be 

12 handled a d m i n i s t r a t i v e l y through the OCD at t h i s 

13 time? 

14 A. Yes. 

15 Q. Thank you. 

16 CHAIRMAN CATANACH: Mr. Balch? 

17 . MR. BALCH: Good morning, Mr. Bryant. 

18 THE WITNESS: Good morning. 

19 MR. BALCH: Continuing Mr. Wade's l i n e 

20 questioning, t h i s i s an improvement? This i s 

21 greater than or equivalent p r o t e c t i o n ? 

22 THE WITNESS: Correct. 

23 MR. BALCH: And c u r r e n t l y , the way the 

24 order i s w r i t t e n , would you have t o come back t o 

25 f o r t h a t change even though i t ' s an improvement? 
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1 THE WITNESS; I don't know t h a t answer. I 

2 guess as f a r as — 

3 MR. BALCH: Looks l i k e we can ask Mr. — 

4 THE WITNESS: Maybe th a t ' s a question 

5 b e t t e r answered by Mr. Gutierrez. 

6 MR. BALCH: What's the approximate 

7 percentage of tag i n the t o t a l supply stream? 

8 THE WITNESS: Right now i t ' s probably 2 

9 percent. Close t o i t . ' 

10 MR. BALCH: Is t h a t number going t o go up 

11 as well? 

12 THE WITNESS: On a percentage basis," i f i t 

13 does, we expect most of i t t o come w i t h increased 

14 C02, but we are — r i g h t now w i t h the current 

15 compositions i t would go up maybe s l i g h t l y w i t h what 

• 16 we are expecting. 

17 MR. BALCH: Right now you get 2 MMEC a 

18 day? 

19 THE WITNESS: Correct. 

20 MR. BALCH: How much i s c u r r e n t l y going 

21 i n t o the AGI No. 1? 

22 THE WITNESS: Between 1.4 and 1.8 m i l l i o n 

23 cubic f e e t a day depending on which wells are on, 

24 which compressor s t a t i o n s are running. 

25 MR. BALCH: So are you looking f o r an 
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1 increase i n both w e l l s , e i t h e r w e l l , a combination 

2 of the wells? 

3 THE WITNESS: The combination. We are 

4 asking f o r the same a u t h o r i z a t i o n as f a r as 

5 i n j e c t i o n , but j u s t an"increased•volume. So whether 

6 they would go i n one w e l l or s p l i t between both. 

7 MR. BALCH: What's the new number you are 

8 asking for? 

9 THE WITNESS: Three-and-a-half m i l l i o n 

10 cubic f e e t . 

11 MR. BALCH: So we could be b r i n g i n g 

12 three-and-a-half m i l l i o n i n t o AGI No. 1 next week or 

13 whenever the order i s signed? 

14 THE WITNESS: Correct, but we don't have 

15 th a t much-treated acid gas to i n j e c t . 

16 MR. BALCH: Do you t h i n k you w i l l exceed 

17 the maximum i n j e c t i o n pressure at three'-and-a-half? 

18 • THE WITNESS: No,' s i r . 

19 MR. BALCH: And you wish t o keep the 

20 maximum i n j e c t i o n pressure i n place? 

21 THE WITNESS: Yes, s i r . 

22 MR. BALCH: Thank you. No more 

23 questions. 

24 MR. PADILLA: I j u s t have a couple 

25 questions. Mr. Bryant, you said t h a t you would be 
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1 bypassing one of yours t o consolidate during the 

2 downturn e s s e n t i a l l y ? 

3 THE WITNESS: Correct. 

4 MR. PADILLA: Are you also bypassing 

5 another AGI w e l l t o do that? Or does a l l the tag go 

6 to t h i s well? 

7 THE WITNESS: No, s i r . A l l the tag w i l l 

8 go t o t h i s w e l l . Currently we have a s u l f u r 

9 recovery u n i t at the p l a n t t h a t we're going to be 

10 temporarily s h u t t i n g down, so t h a t operation w i l l 

11 cease temporarily. 

12 MR. PADILLA: That's r e a l l y a l l I have. 

13 Thank you. 

14 CHAIRMAN CATANACH: So you are c u r r e n t l y 

15 i n j e c t i n g 1.4 to 1.8? 

16 THE WITNESS: Yes, s i r . 

17 CHAIRMAN CATANACH': And when you s t a r t 

18 channeling the gas from the other p l a n t i s t h a t r a t e 

19 going t o go up? 

20 THE WITNESS: Yes, s i r . We expect i t t o 

21 go up between 2.2 to 2.4 m i l l i o n cubic f e e t a day. 

22 CHAIRMAN CATANACH: So the a d d i t i o n a l 

23 capacity would be.allocated f o r what purpose? 

24. THE WITNESS: I t would allow us the 

25 a b i l i t y t o b r i n g i n more gas. When the market 
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1 conditions t u r n around and we can b r i n g i n 

2 a d d i t i o n a l gas i n t o the p l a n t , t h a t would give us 

3 tha t f l e x i b i l i t y . I n a d d i t i o n , i f we see f u r t h e r 

4 increases i n C02 and H2S compositions i n our i n l e t 

5 gas, t h a t would allow us t h a t f l e x i b i l i t y also. 

6 CHAIRMAN CATANACH: You stated t h a t the 

7 concentration i s going up. Do you know why tha t 

8 might be true? 

9 THE WITNESS: I don't. Maybe 

10 Mr. Gutierrez as a geologist can b e t t e r explain 

11 t h a t , but we j u s t see i t i n our gas analyses t h a t we 

12 take on a regular basis. 

13 CHAIRMAN CATANACH: I know i n the previous 

14 two orders t h a t were issued, I read them t h i s 

15 morning and there was something t o do w i t h an actual 

16 radius or a time period f o r these -- a l i f e 

17 expectancy f o r these wells or an e x p i r a t i o n f o r 

18 i n j e c t i o n . I s t h i s going t o , due to the' increased 

19 capacity, i s th a t going t o change that? Does t h a t 

20 reduce --

21 THE WITNESS: I b e l i e v e Mr . G u t i e r r e z w i l l 

22 cover t h a t i n h i s p o r t i o n o f t he t e s t i m o n y . 

2 3 CHAIRMAN CATANACH: Okay. Then I have no 

24 f u r t h e r q u e s t i o n s . 

25 MR. HALL: A t t h i s t i m e we c a l l 
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1 Mr. Gutierrez t o the stand. 

2 ALBERTO A. GUTIERREZ 

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

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

5 DIRECT EXAMINATION 

6 BY MR.. HALL • 

7 Q. State your name, please. 

8 A. Alb e r t o A. Gutierrez. 

9 Q. And where do you l i v e and by whom are you 

10 employed? 

11 A. I l i v e i n Albuquerque and I'm employed by 

12 Geolex, Incorporated. 

13 Q. I n what capacity? 

14 A. I'm the president of the company and I'm,a 

15 geologist and hydrogeologist. 

16 Q. Would you provide the commissioners w i t h a 

17 b r i e f overview of your educational background and 

18 work experience? 

19 A. Yes. I have a bachelor's and master's 

20 degree i n geology, bachelor's from the U n i v e r s i t y of 

21 Maryland, master's from the U n i v e r s i t y of New 

22 Mexico. I have been p r a c t i c i n g as a pr o f e s s i o n a l 

23 geologist since approximately 198 0 and I have been 

24 working on acid gas i n j e c t i o n p r o j e c t s and, i n f a c t , 

25 a l l but one of the acid gas i n j e c t i o n p r o j e c t s i n 
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1 t h i s s t a t e we have permitted and overseen the 

2 i n s t a l l a t i o n of, about 15 of them now. That's my 

3 experience. 

4 Q. I n the p r i o r cases you provided testimony 

5 and i n those cases were your c r e d e n t i a l s accepted as 

6 a matter of record? 

7 A. Yes, they were. 

8 MR. HALL: We tender Mr. Gutierrez as a 

9 q u a l i f i e d expert petroleum g e o l o g i s t . 

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

11 Q. I f you would, Mr. Gutierrez, would you 

12 provide the commissioners w i t h an overview of the 

13 h i s t o r i c a l background of the i n j e c t i o n permits i n 

14 the permitted i n j e c t i o n parameters of the e x i s t i n g 

15 orders? 

16 A. C e r t a i n l y . As Mr. Bryant mentioned, j u s t 

17 to give a very b r i e f h i s t o r y -- and I've got a s l i d e 

18 t h a t covers t h a t and we can -- l e t me j u s t go t o 

19 t h a t s l i d e f i r s t . 

20 Q. For the record, we are looking at E x h i b i t 

21 3 now? 

22 A. That's c o r r e c t . I'm t r y i n g t o avoid going 

23 through a l o t of s t u f f t h a t the commission has 

24 already heard before, but I'm happy t o go i n t o any 

25 l e v e l of d e t a i l t h a t you would wish. 
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1 But i n i t i a l l y , b a s i c a l l y the Malijamar 

2 f a c i l i t y i n s t a l l e d or requested permission from the 

3 OCD f o r the i n s t a l l a t i o n of an acid gas i n j e c t i o n 

4 w e l l t o provide a mechanism f o r disposal of the acid 

5 gas being generated at the Malijamar p l a n t as a 

6 changeover from the previous way i n which i t was 

7 being handled, which was under a h i s t o r i c a l f l a r i n g 

8 maximum allowed. 

9 And we came.in i n 2010 and presented an 

10 a p p l i c a t i o n f o r the d r i l l i n g and completion of the 

11 AGI No. 1, which was the f i r s t a c i d gas i n j e c t i o n 

12 w e l l at the Malijamar p l a n t . 

13 During t h a t C108 process and the hearing 

14 held by the commission, which was an unopposed 

15 hearing, we provided a model of the extent t o which 

16 the acid gas i n j e c t i o n plume would occupy the 

17 r e s e r v o i r at the rates which were at the present, at 

18 t h a t time, the rates t h a t were being experienced by 

19 the f a c i l i t y . 

20 The w e l l was d r i l l e d i n 2011 and '12 and 

21 then, as Mr. Bryant said, i t was put i n t o service 

22 a f t e r the surface compression f a c i l i t i e s , et cetera, 

23 were completed. The formation i n the p a r t i c u l a r 

24 area where we d r i l l e d i t , was s l i g h t l y less 

25 permeable than we a n t i c i p a t e d , and we ended up doing 
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1 a step rate t e s t and g e t t i n g the pressure s l i g h t l y 

2 . increased from about 3000 PSI to 3200 PSI as a 

3 maximum allowable i n j e c t i o n pressure. 

4 Now, they have been i n j e c t i n g i t w e l l 

5 under t h a t pressure, but we saw t h a t there might be 

6 a p o s s i b i l i t y as the volumes increased t h a t we would 

7 "get close t o t h a t MAOP.and so we d i d a step r a t e 

8 t e s t and t h a t was approved a f t e r a review by the 

9 OCD. 

10 That was allowed i n the e x i s t i n g order as 

11 i t has been i n a l l of the AGI orders t h a t we worked 

12 on. There's a normal process, a d m i n i s t r a t i v e 

13 process f o r doing t h a t . 

14 The next h i s t o r i c a l t h i n g t h a t happened i s 

15 a f t e r the f i r s t w e l l was d r i l l e d , F r o n t i e r f e l t , and 

16 r i g h t f u l l y so, i t ' s been a trend throughout the 

17 e n t i r e i n d u s t r y , t h a t f a c i l i t i e s t h a t use acid gas 

18 i n j e c t i o n wells f o r disposal tend t o want to have a 

19 second w e l l i n the event t h a t -- because i t ' s a 

20 ' flow-through process. You are b a s i c a l l y t a k i n g the 

21 i n l e t gas, processing i t through the p l a n t and then 

22 the tag th a t ' s l e f t over you're i n j e c t i n g . I t ' s a 

23 realt i m e process.' 

24 So the bottom l i n e i s i f you have a 

25 problem w i t h your w e l l , you have to shut down your 
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1 plan t and shut down a l l of the producers. 

2 So there's a r e a l i n c e n t i v e , even though 

3 these wells are very expensive, t o put i n a second 

4 w e l l w i t h one of these systems j u s t as a redundancy. 

5 Just l i k e you would have a redundant compressor or 

6 something at the f a c i l i t y . Hence, t h a t was the 

7 request f o r the AGI No. 2, which was also permitted 

8 by the commission and unopposed by any of the -- i n 

9 f a c t , the producers i n the area were very supportive 

10 of i t , because i t provided a greater degree of 

11 r e l i a b i l i t y t o t h e i r a b i l i t y t o s e l l t h e i r gas and 

12 t o have t h e i r f a c i l i t y process i t without 

13 i n t e r r u p t i o n . 

14 That was approved. -And the w e l l — 

15 because these wells are on fed e r a l land, they not 

16 only require the approval from the commission f o r 

17 i n j e c t i o n but then they also require the BLM's 

18 approval through an APD process. I t has been the 

19 p r a c t i c e of the Carlsbad d i s t r i c t of the BLM not t o 

20 r e a l l y review these a p p l i c a t i o n s u n t i l a f t e r the 

21 commission has already approved the i n j e c t i o n . 

22 So they began t h e i r review a f t e r t h a t , 

23 November of l a s t year, and they have been q u i t e 

24 backed up i n t h a t o f f i c e . So i t took u n t i l June t o 

25 get t h i s approved. 
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1 Now, one of the d i f f e r e n c e s , and t h i s goes 

2 to the point t h a t Cornmissioner Balch made e a r l i e r 

3 w i t h respect t o the casing design. The BLM i s much 

4 more s p e c i f i c i n i t s requirements f o r casing design 

5 than what i s t y p i c a l l y incorporated i n the order. 

6 The order t h a t the commission issues t y p i c a l l y 

7 r e l i e s on the inf o r m a t i o n t h a t was presented i n the 

8 C108 and the design t h a t was presented i n the C108,-

9 and then i t approves t h a t but i t doesn't r e a l l y l a y 

10 out the s p e c i f i c c o n s t r u c t i o n d e t a i l s except i n a 

11 general sense l i k e t h a t i t has a subsurface safety 

12 valve, t h a t i t has a compatible non-corrosive type 

13 " of materials and these types of th i n g s . 

14 The BLM i s much more s p e c i f i c when they 

15- issue an APD about exac t l y what the cementing 

16 procedure w i l l be, the mud weights and a l l of those 

17 aspects. 

18 Hence, when the APD i s issued, i t ' s 

19 b a s i c a l l y issued consistent w i t h what has been 

20 proposed i n the C108 but i t has a greater l e v e l of 

21 d e t a i l . 

22 Now, bottom l i n e , t h a t ' s a l l approved. We 

23 have an approved i n j e c t i o n volume of two m i l l i o n a 

24 day of tag at a maximum i n j e c t i o n pressure r i g h t now 

25 i n the 'AGI No. 1 o f 3200 PSI. We requested the same 
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1 i n j e c t i o n pressure i n the AGI No. 2, but i t was the 

2 OCD's recommendation and the commission's decision 

3 t o only approve the No. 2 f o r what would have been 

4 the normally c a l c u l a t e d i n j e c t i o n pressure, which 

5 was 3028 PSI instead of 3200, and there was a 

6 statement by the OCD at the time t h a t i f , i n the 

7 second w e l l , we f i n d the s i m i l a r issues we had w i t h 

8 the f i r s t w e l l , we could c e r t a i n l y do a step rate 

9 t e s t , which i s required as p a r t of our i n s t a l l a t i o n 

10 and t e s t i n g process anyway, and seek an a d d i t i o n a l 

11 pressure increase i f we needed i t f o r the second 

12 one. Even though we are going i n the exact same 

13 r e s e r v o i r , they d i d n ' t r e a l l y want t o autom a t i c a l l y 

14 carry over the i n j e c t i o n pressure from the No. 1. 

15 We don't have a problem w i t h t h a t because, 

16 i n f a c t , the way we located the No. 2 w e l l when we 

17 d r i l l e d the No. 1, and-then there's been some 

18 d r i l l i n g a c t i v i t y about two-and-a-half miles away by 

19 Cimarex t h a t allowed us to have some a d d i t i o n a l 

20 information t h a t allowed us to s i g h t the bottom hole 

21 l o c a t i o n f o r the No. 2 w e l l i n what we believe i s 

22 the p a r t of the r e s e r v o i r t h a t has a l i t t l e b i t 

23 b e t t e r p e r m e a b i l i t y . So, i n f a c t , we believe we 

24 w i l l be able t o i n j e c t i t at an even lower pressure 

25 than we are i n j e c t i n g i n the No. 1 r i g h t now i n t o 
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1 the No. 2. 

2 • That's the h i s t o r y of where we are today, 

3 and what has happened, as Mr. Bryant explained, i s 

4 there are two fundamental reasons. One i s , as he 

5 mentioned, the acid gas from the — or the i n l e t gas 

6 ' t h a t went t o the Empire Abo pl a n t t h a t they have i s 

7 now going t o be -- we are wanting t o be able t o . 

8 shunt t h a t gas to the Malijamar- p l a n t and 

9 temporarily mothball the temporary Abo because of 

10 the conditions t h a t Mr. Bryant mentioned. 

11 And the gas from those f i e l d s has a higher 

12 H2S concentration than the gas t h a t i s being 

13 supplied c u r r e n t l y t o the Malijamar f a c i l i t y and a 

14 higher C02 concentration. Consequently, t h a t ' s 

15 ̂  going t o a f f e c t the volume of tag produced. 

16 Like Mr. Bryant mentioned, they are w e l l 

17 under the two m i l l i o n l i m i t now, but we a n t i c i p a t e 

18 when they move the gas over t h a t we w i l l push t h a t 

19 two m i l l i o n l i m i t t o maybe 2.3, 2.4 m i l l i o n . 

20 On top of t h a t , one of the things t h a t we 

21 have seen over the years as these f i e l d s t h a t are 

22 supplying the gas to Malijamar and to the Empire Abo 

23 f a c i l i t y i s t h a t over time t h a t the C02 

24 concentrations i n p a r t i c u l a r tend t o increase i n 

25 these w e l l s . So what F r o n t i e r ' s concern i s , and 
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1 given t h a t we had to come back t o the commission, 

2 because even though the OCD i s supportive of the 

3 a p p l i c a t i o n and they reviewed the te c h n i c a l aspects, 

4 we have a d m i n i s t r a t i v e l y not an avenue t o get t h a t 

5 approved. We want t o have enough leeway t o be able 

6 to increase the amount of tag p r i m a r i l y from the C02 

7 perspective t h a t adds a d d i t i o n a l volume t o what has 

8 to be disposed of there. 

9 So t h a t i s the r a t i o n a l e f o r the current 

10 request. We submitted t h i s request to the d i v i s i o n 

11 back approximately i n June, I believe, i f I r e c a l l 

12 c o r r e c t l y . And they reviewed i t and they determined 

13 from a l e g a l perspective t h a t while they were 

14 supportive of the approach and w e ' l l go through 

15 the d e t a i l s i n j u s t a moment t h a t we d i d -- the 

16 actual approval needed t o come t o the commission 

17 because there wasn't the f l e x i b i l i t y i n the order 

18 f o r them t o deal w i t h t h a t maximum i n j e c t i o n volume 

19 because i t was a p a r t of the order. 

20 So what we d i d , i n order t o , one, f i g u r e 

21 out f o r ourselves i s there going t o be a problem, i s 

22 we embarked on what i s summarized i n t h i s 

23 presentation of an analysis of the data t h a t what 

24 would happen i f we increased the volume t o 

25 three-and-a-half m i l l i o n . 
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1 So the f i r s t t h i n g we wanted to do i s to 

2 revise our model from two m i l l i o n t o 

3 three-and-a-half m i l l i o n and determine are there any 

4 a d d i t i o n a l wells t h a t are encompassed by the l a r g e r 

5 plume size. And as Mr. Chairman and commissioners, 

6 as you may or may not be aware of, what has been the 

7 p r a c t i c e i n the presentation of these permit 

8 a p p l i c a t i o n s t o the commission i s t h a t we a c t u a l l y , 

9 as a safety f a c t o r , when we do t h i s analysis of what 

10 the wells are t h a t are going t o be a f f e c t e d , we 

11 a c t u a l l y double the volume from what i s a n t i c i p a t e d 

12 and then look at t h a t l a r g e r area j u s t t o have a 

13 safety margin and what wells may f a l l w i t h i n t h a t . 

14 So when we d i d t h a t f o r the i n i t i a l 

15 a p p l i c a t i o n , what we found i s t h a t b a s i c a l l y w i t h 

16 the two m i l l i o n cubic f e e t of tag you b a s i c a l l y — 

17 and I w i l l switch through and go to t h i s s l i d e here 

18 which summarizes i t w e l l . This i s Slide 12 on the 

19 presentation. 

20 The o r i g i n a l a p p l i c a t i o n , we had an 

21 approved volume of two m i l l i o n , and t h a t orange 

22 c i r c l e , i f you w i l l , i s the area t h a t would be 

23 a f f e c t e d by the o r i g i n a l a n t i c i p a t e d volume of two 

24 m i l l i o n a day. 

25 Now, when we i n c r e a s e d the volume t o 
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1 three-and-a-half m i l l i o n a day, i t would go to the 

2 purple l i n e t h a t i s the s o l i d purple l i n e . That's 

3 what we a n t i c i p a t e a f t e r 30 years would be the 

4 extent of t h a t plume. And the dashed purple l i n e i s 

5 the 200 percent safety f a c t o r f o r the new requested 

6 volume of three-and-a-half m i l l i o n . The s o l i d red 

7 l i n e i s the o r i g i n a l area of review t h a t was done 

8 f o r the f i r s t w e l l . 

9 As you can see, even the 200 percent 

10 safety f a c t o r l i n e comes under in s i d e t h a t 

11 a d d i t i o n a l area. So i n e f f e c t , we are not 

12 covering -- the area of review d i d not r e a l l y have 

13 t o be expanded because even w i t h t h i s a d d i t i o n a l 

14 volume we are w e l l w i t h i n the area t h a t was 

15 previously reviewed. 

16 So the next t h i n g t h a t we d i d i s go 

17 through and say are there any new wells t h a t have 

18 been i n s t a l l e d i n the area since the previous 

19 approval, and the answer simply i s no, there are 

20 not. There remains r e a l l y only a sin g l e plugged 

21 w e l l and our c u r r e n t l y approved and operating AGI ' 

22 No. 1 t h a t penetrate the i n j e c t i o n zone. 

23 A l l of these other wells t h a t you see 

24 there shown i n black are a l l shallow w e l l s , much 

25 shallower. We are i n j e c t i n g at a depth of 
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1 approximately 10,000 f e e t . The m a j o r i t y of those 

2 wells are completed at depths of about 3 t o 4 or 

3 5,000 feet w i t h the exception of a couple Cisco 

4 Canyon we l l s . They don't penetrate our i n j e c t i o n 

5 zone w i t h i n the area of review. 

6 Q. W i l l you i d e n t i f y the plugged well? 

7 A. Yes. This w e l l i s the Queen Bee 036. 

8 I t ' s located r i g h t here. And t h a t w e l l was plugged 

9 and properly-plugged and was examined i n d e t a i l by 

10 the d i v i s i o n and the commission and ourselves, and 

11 -we were a l l convinced t h a t i t i s adequately plugged 

12 . through the i n j e c t i o n zone and has not been a 

13 problem at a l l . 

14 So what we found, i f you w i l l notice over 

15 here to the r i g h t shown i n the red, i s the l o c a t i o n 

16 of the AGI No. 1, which i s a v e r t i c a l w e l l . And 

17 t h i s i s the bottom hole l o c a t i o n of the AGI No. 2. 

18 We are wanting t o put i t s u f f i c i e n t distance away 

19 from the bottom hole l o c a t i o n of the AGI No. 1, and 

20 what we have found i s t h a t the pe r m e a b i l i t y of t h i s 

21 zone i n the Wolf camp tends t o increase i n t h i s 

22 d i r e c t i o n towards the southwest and the west. So 

23 consequently, t h a t i s the r a t i o n a l e f o r t h i s new 

24 bottom hole l o c a t i o n f o r the AGI No. 2. 

25 And -the Cimarex w e l l t h a t I was t a l k i n g 
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1 about t h a t was d r i l l e d i n t o t h a t area i s i s a s a l t 

2 'water disposal w e l l t h a t i s located down i n about 

3 t h i s area. And we have exchanged a l o t of 

4 information w i t h Cimarex and they have been 

5 supportive of -our a p p l i c a t i o n , we were supportive of 

6 t h e i r s , and we f e e l very confident t h a t the two 

7 wells w i l l not cause any kind of a problem and we 

8 haven't seen any r i s e i n the i n j e c t i o n pressure or 

9 anything else i n the zone as we have been operating. 

10 So t h a t was the process t h a t we went 

11 through t o do the analysis, and we presented a l l of 

12 t h a t data t o the d i v i s i o n and they concurred w i t h 

13 our analysis. So t h i s i s the approved, i f you w i l l , 

14 design of the i n j e c t i o n w e l l . 

15 Q. You're looking at Slide 13? 

16 A. That i s c o r r e c t . The AGI No. 2. I j u s t 

17 wanted t o b r i e f l y address t h a t question t h a t came up 

18 r e l a t i v e to,the p o t e n t i a l casing design change. Two 

19 reasons. One of the things we encountered, we had a 

20 f a i r amount of d i f f i c u l t y d r i l l i n g the AGI No. 1 i n 

21 the shallow zone because there's a l o t of wells 

22 operating i n the immediate v i c i n i t y i n the shallow 

23 zone and' we had a l o t of s t i c k i n g problems w i t h the 

24 d r i l l b i t , et cetera, i n those zones t h a t caused 

25 some s i g n i f i c a n t delays and cost issues w i t h the No. 
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1 1. 

2 What we have been looking at i s the idea 

3 of extending the surface casing deeper and the 

4 intermediate casing deeper and possibly even adding 

5 a s t r i n g of casing t o f u r t h e r i s o l a t e those zones 

6 where we had some d r i l l i n g problems during the 

7 d r i l l i n g process. 

8 So what we are t h i n k i n g i s t h a t we may 

9 extend t h i s intermediate s l i g h t l y ' a n d then also run 

10 another s t r i n g of casing i n s i d e the intermediate, 

11 which means we b a s i c a l l y have to ra i s e the size o f 

12 the casing as we telescope up, so i t would be a 

13 s l i g h t l y l a r g e r diameter surface casing, l a r g e r 

14 diameter intermediate t o allow f o r a l a r g e r s t r i n g 

15 of casing t o be put i n to f u r t h e r i s o l a t e the zones 

16 where we had d i f f i c u l t y . 

17 So i n e f f e c t , the w e l l design doesn't 

18 change other than we are adding e s s e n t i a l l y another • 

19 layer of p r o t e c t i o n , and i t ' s r e a l l y not so much f o r 

20 the AGI -- needed f o r the acid gas i n j e c t i o n w e l l 

21 i t s e l f but ra t h e r f o r the d r i l l i n g process. 

22 Q. Let me ask you about t h a t . Would you 

23 address Mr. Wade's question about approving t h i s 

24 m o d i f i c a t i o n v i a the APD process? 

25 A. C e r t a i n l y . What we are doing i s working 
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1 w i t h the BLM r i g h t now to define what t h a t casing 

2 change would be, and then we would submit the same 

3 t h i n g t o the d i v i s i o n w i t h a C103 f o r the d i v i s i o n 

4 t o review i t . 

5 Even though aut o m a t i c a l l y when the -- the 

6 way the feds work t h i s i s when they approve i t , they 

7 send i t t o the State anyway, but we would 

8 simultaneously submit i t t o the d i s t r i c t o f f i c e , and 

9 we have made them aware of t h a t and they don't have 

10 a problem. I n the end i t w i l l be a more protected 

11 w e l l . 

12 Q. I t ' s on a sundry? 

13 A. I t would be on a C103 f o r the State or on 

14 a sundry f o r the BLM. 

15 So l e t me j u s t mention t h a t the other 

16 t h i n g t h a t i s , of course, of great concern i s 

17 groundwater. There i s only one water w e l l w i t h i n 

18 the area of review. I t s t o t a l depth i s 158 fee t and 

19 we're going t o have 550 feet of conductor casing 

20 cemented t o the sur f a c i n g j u s t l i k e we do i n the No. 

21 1, and we're going t o have surface casing to at 

22 l e a s t 4200 f e e t , we f e e l maybe a l i t t l e deeper now, 

23 and yet another s t r i n g of intermediate casing i n the 

24 w e l l i f we modify the design as we a n t i c i p a t e . 

25 B a s i c a l l y t o summarize kind of the key 
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1 elements of our proposed rate increase, we have done 

2 the i n v e s t i g a t i o n and there are no a d d i t i o n a l wells 

3 t h a t are located i n the increased area of the 

4 r e s e r v o i r t h a t would be a f f e c t e d by the rate 

5 increase. The AGI p r o j e c t obviously has some r e a l 

6 s u b s t a n t i a l b e n e f i t s i n the sequestration of C02 

7 which w i l l otherwise be released t o the atmosphere 

8 and to reduce waste and a i r emissions by e l i m i n a t i n g 

9 f l a r i n g and also the small amount of s u l f u r dioxide 

10 emissions t h a t occur from the SRU t h a t i s being 

11 mothballed. And a l l of the nearby o i l and gas wells 

12 and water well's are protected by the w e l l design and 

13 the geologic f a c t o r s . 

14 By the way, one t h i n g I haven't gone i n t o , 

15 we d i d a l o t of work i n the o r i g i n a l a p p l i c a t i o n . 

16 We have 3D seismic which has allowed us to get a 

17 r e a l l y good handle of what the r e s e r v o i r i s i n t h i s 

18 area. So b a s i c a l l y the summary i s t h a t there's no 

19 substantive change i n the area of impact. The new 

20 area i s 207 acres versus the o r i g i n a l 139 acres w i t h 

21 a radius t h a t i s an increase from .26 miles, 

22 " e s s e n t i a l l y about a quarter mile t o about a t h i r d of 

23 a mile. 

24 Again, even w i t h the s a f e t y f a c t o r t h i s 

25 area encompasses a radius o f only .45 mi l e s , which 
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1 i s w i t h i n the o r i g i n a l area of review f o r the w e l l . 

2 I t doesn't encompass any a d d i t i o n a l wells t h a t 

3 penetrate the i n j e c t i o n zone other than the one t h a t 

4 I mentioned and our own w e l l . And we are not 

5 requesting any change i n the MAOP. 

6 As I mentioned, the AGI No. 1 has a 

7 c u r r e n t l y approved MAOP of 3200, the AGI No. 2 of 

8 3028, and we don't a n t i c i p a t e any need f o r t h a t . 

9 One of the things the d i v i s i o n requested 

10 and we d i d i s we provided s p e c i f i c n o t i ce to every 

11 one of the people who were noticed the f i r s t time 

12 around and the second time around w i t h the -- people 

13 noticed w i t h the f i r s t w e l l , people noticed w i t h the 

14 second w e l l , and we provided t h a t s p e c i f i c n o t i c e . 

15 I n a d d i t i o n , there was a notice published i n the 

16 paper and we have had nothing but support f o r the 

17 p r o j e c t . 

18 Q. Did you update your t i t l e check i n 

19 connection w i t h notice provided f o r t h i s hearing? 

20 A. We d i d . We went through and made sure not 

21 only were the operators renoticed but a l l the 

22 surface owners were renoticed as w e l l and we made 

23 sure there were no changes i n the surface ownership 

24 or a d d i t i o n a l changes i n the — or any changes i n 

25 operators of the e x i s t i n g wells or any new 
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1 operators. So we went through t h a t . We had a 

2 landman t o do t h a t f o r us. 

3 Q. So you o r i g i n a l l y brought t h i s new 

4 • a p p l i c a t i o n t o the d i v i s i o n a d m i n i s t r a t i v e l y ? 

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

6 Q. And you provided notice i n connection w i t h 

7 th a t a d m i n i s t r a t i v e a p p l i c a t i o n ? 

8 A. No, we d i d not. That's not co r r e c t . What 

9 we d i d i s a f t e r i t was determined by the d i v i s i o n 

10 t h a t i t would have t o go to a hearing f o r the 

11 commission, they requested t h a t we provide t h a t 

12 notice and we d i d t h a t at t h a t time. Yes, s i r . 

13 Q. No objections were received? 

14 A. That's c o r r e c t . No, there were no 

15 obj ections received. 

16 I know I skipped through some .of the 

17 s l i d e s and they are c e r t a i n l y there. We can go 

18 through them i n whatever --

19 Q. For the record, l e t me i n d i c a t e t h a t your 

20 summary r e c e n t l y discussed i s found on Page 16 of 

21 E x h i b i t 3? 

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

23 i s b a s i c a l l y the substance of our request . 

24 Q. The B order requi res you to update your 

25 H2S p l a n . What i s the s ta tus o f that? 

PAUL BACA PROFESSIONAL COURT REPORTERS 
500 FOURTH STREET NW - SUITE 105, ALBUQUERQUE, NM 87102 



Page 34 

1 A. That's an ex c e l l e n t question. You know, 

2 independent from the a u t h o r i t y t o i n j e c t given by 

3 the C108, these wells — and, i n f a c t , the p l a n t 

4 '' i t s e l f as handling sour gas -- requires a Rule 11 

5 H2S contingent emergency plan t o be approved by the 

6 d i v i s i o n . When the second w e l l was approved, i t was 

7 determined t h a t by the d i v i s i o n , even though at the 

8 time we weren't changing the volume or anything 

9 else, t h a t t h a t H2S plan would have t o be updated 

10 and modified t o include the second w e l l , even though 

11 surface l o c a t i o n s are about 4 50 f e e t apart. 

12 • We determined, even before the d r i l l i n g of 

13 the second w e l l , t h a t we needed t o revise t h a t Rule 

14 11 plan because what we were seeing was an increase 

15 i n the volume of H2S t h a t was a r e s u l t of increasing -

16 i n l e t concentrations. So we i n i t i a t e d the process 

17 t o modify t h a t Rule 11 plan. That modified plan has 

18 been turned i n t o the agency and has been reviewed by 

19 Mr. Chavez i n the environmental bureau and he has 

20 returned us some comments and we are i n the process 

21 of addressing those and we f u l l y a n t i c i p a t e t h a t 

22 t h a t w i l l be approved, I believe, w i t h i n the next 

23 two weeks. We are very close. We are j u s t tweaking 

24 a few changes i n the plan t h a t he wanted. 

25 That plan w i l l incorporate not only the 
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1 a d d i t i o n a l H2S t h a t we're encountering, but i t w i l l 

2 also include the second w e l l so t h a t h o p e f u l l y we 

3 w i l l be able t o j u s t modify t h a t plan one time. 

4 Q. Anything f u r t h e r w i t h respect t o the 

5 te c h n i c a l aspects of the app l i c a t i o n ? 

6 A. I can't t h i n k of anything. 

7 Q. Would you elaborate on the request i n the 

8 a p p l i c a t i o n t o have the commission delegate 

9 a u t h o r i t y t o the d i v i s i o n t o allow them t o make 

10 a d m i n i s t r a t i v e approvals f o r m o d i f i c a t i o n s t o the 

11 i n j e c t i o n authorizations? 

12 A. Yes, s i r . When I submitted t h i s t o Mr. 

13 Goetze on an a d m i n i s t r a t i v e basis and we t a l k e d 

14 about the t e c h n i c a l merits and he discussed the 

15 issue w i t h Mr."Wade, there was a suggestion from the 

16 d i v i s i o n t h a t since we're making t h i s request t h a t 

17 we also make a more generic request t h a t i f there 

18 are other small changes t h a t are required l i k e maybe 

19 t h i s design change or whatever, even though the 

20 design -is not very s p e c i f i e d i n the order i t s e l f , 

21 but those kinds of changes, t h a t i t be at the 

22 d i v i s i o n ' s d i s c r e t i o n t o determine -- the d i v i s i o n 

23 d i r e c t o r ' s d i s c r e t i o n t o determine whether or not a 

24 request f o r some kind o f minor change would requ i r e 

25 coming back t o the commission or whether i t could be 
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1 approved a d m i n i s t r a t i v e l y . 

2 And so Mr. Goetze suggested t h a t we might 

3 add some language t o our request t o t h a t e f f e c t t h a t 

4 would provide the f l e x i b i l i t y so we wouldn't have t o 

5 take up the commission's time f o r something l i k e 

6 t h i s t h a t was not a c o n t r o v e r s i a l change. 

7 Q. We are t a l k i n g about a d m i n i s t e r i a l reviews 

8 and approvals provided under Rule 26 f o r other types 

9. of i n j e c t i o n operations? 

10 A. That 1s c o r r e c t . 

11 Q. Would the d i v i s i o n r e t a i n the d i s c r e t i o n 

12 to r e f e r something back t o the commission i f i t 

13 deemed i t appropriate? 

14 A. Absolutely. Absolutely. 

15 Q. Mr. Gutierrez, l e t me ask you, was E x h i b i t 

16 3, your PowerPoint s l i d e s , prepared by you? 

17 A. Yes, they were. 

18 MR. HALL: Nothing f u r t h e r on d i r e c t f o r 

19 the witness. I move the admission of his E x h i b i t 

20 No. 3, also E x h i b i t No. 4, which i s the notice 

21 a f f i d a v i t f o r t h i s case. 

22 We also provided the commission w i t h a 

23 d r a f t order. I w i l l send t h a t e l e c t r o n i c a l l y t o 

24 Mr. Brancard. There's a typo on Page 5. Paragraph 

25 6 c i t e s t o Rule 16. I t should have c i t e d to r u l e 
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1 26. Otherwise, I t h i n k i t ' s good t o go. 

2 CHAIRMAN CATANACH: I'm not sure we 

3 admitted the p r i o r e x h i b i t s . 

4 MR. HALL: The other two, I t h i n k you can 

5 take the a d m i n i s t r a t i v e n o t ice of the orders. They 

6 need not be e x h i b i t s . 

7 

Q 

CHAIRMAN CATANACH: So E x h i b i t 3 through 

O 

9 

0 . 

MR. HALL: Three through 4. 

10 CHAIRMAN CATANACH: Three and 4 w i l l be 

11 • admitted as evidence. 

12 MR. WADE: No questions. 

13 MR. BALCH: I always have questions f o r 

14 Mr. Gutierrez. F i r s t , I'm going t o ask you again i f 

15 you are going t o put your 3D seismic i n the p u b l i c 

16 domain but I know your answer so don't worry about 

17 i t . 

18 There i s a Cimarex disposal w e l l . That's 

19 a new t w i s t . And you i n d i c a t e t h a t your analysis of 

20 your data i n d i c a t e s t h a t your p e r m e a b i l i t y trends go 

21 west and then -- west southwest? 

22 THE WITNESS: Yes, s i r . 

23 MR. BALCH: Towards the Cimarex well? 

24 THE WITNESS: Yes. 

25 MR. BALCH: And the Cimarex w e l l i s i n the 
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1 Wolf? 

2 THE WITNESS: I t i s . 

3 MR. BALCH: What's the approximate 

4 disposal value now and planned? 

5 THE WITNESS: I believe they are disposing 

6 of approximately 2600 b a r r e l s of wastewater a day. 

7 MR. BALCH: That's two miles away? 

8 THE WITNESS: Yes. 

9 MR. BALCH: What's the distance? 

10 THE WITNESS: I t ' s approximately two miles 

11 away, yes. 

12 MR. BALCH: And you said t h a t there's no 

13 observable change i n pressure in- your AGI No. 1 --

14 THE WITNESS: That's r i g h t . 

15 — MR. BALCH: As a r e s u l t of t h i s ? 

16 THE WITNESS: That's c o r r e c t . And i n 

17 t h e i r s as w e l l . Their w e l l has been i n j e c t i n g f o r 

18 about two years now. 

19 MR. BALCH: Two years? 

20 THE WITNESS: Yeah. One of the things I 

21 di d n ' t mention but I w i l l mention i t because i t i s 

22 relevant t o t h i s , as you may remember, Commissioner 

23 Balch, p a r t of the design of t h i s AGI No. 2 i s to --

24 you know, we have kind of improved our design t o 

25 include bottom hole pressure and temperature 
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1 monitoring, and t h a t i s going t o be put i n t o the No. 

2 2 which w i l l allow us t o , you know, be able t o 

3 c l e a r l y see what we are experiencing i n th a t 

4 re s e r v o i r . 

5 MR. BALCH: I t h i n k t h a t ' s a very valuable 

6 technology. That was my only question. 

7 MR. PADILLA: What average i n j e c t i o n 

8 pressure are you seeing now? 

9 THE WITNESS: I believe about 2200, about 

10 2200. So we are w e l l under our MAOP. 

11 MR. PADILLA: And d i d you say t h a t your 

12 APD w i t h BLM has been approved? 

13 THE WITNESS: Yes, s i r . I t was approved 

14 i n June. 

15 MR. PADILLA: You j u s t need a sundry f o r 

16 the change and you are ready t o go? 

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

18 MR. PADILLA: You t e s t i f i e d t h a t t h i s w e l l 

19 could be c l a s s i f i e d as a redundancy option? 

20 THE WITNESS: Yes, s i r . 

21 MR. BALCH: Do you plan on using one or 

22 the other by i t s e l f or do you plan on running both 

23 at the same time? 

24 THE WITNESS: That's a good question. I 

25 mean, the i n t e n t r e a l l y i s t o probably run both 
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1 wells at the same time. We are not asking f o r , you 

2 know, t h i s volume per w e l l . I t ' s an aggregate 

3 volume. But the a b i l i t y w i l l be -- we fee l - v e r y 

4 confident based on what we have seen and what the 

5 i n j e c t i o n h i s t o r y has been t h a t we could dispose of 

6 • t h i s e n t i r e volume i n t o e i t h e r one or the other w e l l 

7 and s t i l l be under the MAOP. 

8 However, from an' operating perspective, i t 

9 i s probably — one of the things we are seeing at 

10 other f a c i l i t i e s i s i t ' s probably b e t t e r to keep 

11 some flow going i n t o both wells than to have one 

12 completely shut i n and not operating at a l l . 

13 So th a t ' s l i k e l y going t o be the operating 

14 scenario. But the advantage i s t h a t i f , l e t ' s say, 

15 t h a t s i t u a t i o n occurs, you have a tubing leak i n one 

16 w e l l and you have t o completely work i t over, t h a t 

17 you can s h i f t a l l of your production r i g h t t o the 

18 other w e l l and work over the f i r s t one and not have 

19 any i n t e r r u p t i o n i n processing gas. 

20 MR. PADILLA: Just so we're clear, e i t h e r 

21 one would be capable of the f u l l MAOP? 

22 THE WITNESS: Yes, s i r , or the f u l l r a t e 

23 below the MAOP. Yes, s i r . 

24 MR. PADILLA: The f u l l i n j e c t i o n volume? 

25 THE WITNESS: Yes, s i r . 
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1 MR. PADILLA: Okay. Just a random 

2 question.. Do you see any commercial v i a b i l i t y f o r 

3 the C02 down the road? 

4 THE WITNESS: Well, probably not. And the 

5 reason i s because i t has got a s i g n i f i c a n t volume of 

6 H2S i n i t as w e l l . You know, i s there some 

7 p o t e n t i a l down the road f o r maybe C02 c r e d i t s or 

8 something from t h a t , t h a t remains to be seen. 

9 There's a l o t of concerns, issues about these are 

10 Class 2 wells and Class 6 wells are designed f o r C02 

11 sequestration so we don't r e a l l y know. But to be 

12 honest, I don't see a r e a l p o t e n t i a l f o r the use of 

13 th a t C02 once i t ' s been i n j e c t e d i n conjunction w i t h 

14 the H2S. 

15 MR. PADILLA: That's a l l . Thank you. 

16 MR. BALCH: You know t h a t H2S improves 

17 a d m i s s i b i l i t y i n o i l ? 

18 THE WITNESS: I t does. People are very 

19 s e n s i t i v e to having t h e i r sweet o i l turned sour. 

20 MR. BALCH: You have t o have an already 

21 sour f i e l d . 

22 THE WITNESS: Yes. We have a couple 

23 p r o j e c t s i n Texas where we haven't gotten one 

24 convinced one of the operators t o do i t yet, but we 

25 have some candidate p r o j e c t s t h a t we're looking at 
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1 where people would use e s s e n t i a l l y a completely 

2 depleted f i e l d - t o i n j e c t acid gas i n t o a combination 

3 of H2S and C02 to do t h a t . The r e a l problem comes 

4 th a t i n the places where you have the opportunity t o 

5 do t h a t , so many times .there's so many penetrations 

6 th a t are not w e l l c o n t r o l l e d or w e l l cemented t h a t 

7 i t could be problematic. But i t ' s c e r t a i n l y 

8 something we have thought about. 

9 CHAIRMAN CATANACH: Mr. Gutierrez, I 

10 thought I read somewhere t h a t there was a 30-year 

11 permit e x p i r a t i o n on the w e l l s . 

12 THE WITNESS: Mr. Chairman, I don't have 

13 the order r i g h t i n f r o n t of me or i n my mind, but I 

14 don't know t h a t there's a s p e c i f i c e x p i r a t i o n date 

15 t o the p a r t i c u l a r permits but they were c a l c u l a t e d 

16 on the basis of a 30-year l i f e at the maximum r a t e . 

17 But what we have found i n almost a l l of 

18 these and t h i s i s no exception, f o r example, t h i s 

19 w e l l i s permitted and the c a l c u l a t i o n of the area of 

20 review and the area of influence was done on the 

21 basis of o r i g i n a l l y two m i l l i o n a day from day one 

22 through Year 30, and i n the new analysis t h a t we 

23 have done i t ' s basically'three-and-a-half m i l l i o n 

24 from day one to Year 30. 

25 But t h a t r a r e l y happens. I mean, these 
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1 tend t o ramp up over time. As Mr. Bryant mentioned. 

2 • We have been running only about 1.4 to 1.8 or so 

3 m i l l i o n f o r the years t h a t i t ' s been running, so i n 

4 r e a l i t y , the area t h a t ' s going t o be influenced i s 

5 going to take longer than the 30 years but we have 

6 cal c u l a t e d i t on the basis of a 30-year l i f e , yes, 

7 s i r . 

8 MR. HALL: Mr. Chairman, i f you look at 

9 the A order, l a s t page, Paragraph 3. That's the 

10 order f o r the No. 1 w e l l . I don't f i n d i t f o r the 

11 No. 2. 

12 MR. BRANCARD: No, when we added the No. 2 

13 we kind of s h i f t e d h i s c o n d i t i o n 12 t h a t requires a 

14 re p o r t . 

15 THE WITNESS: A f t e r ten years. 

16 MR. BRANCARD: Every ten years you come i n 

17 and s o r t of b a s i c a l l y t r u t h up to what you have 

18 proje c t e d here and what's going on. 

19 THE WITNESS: Exactly. That's the 

20 approach t h a t the commission has taken on a number 

21 of the wells since about the time when the No. 2 was 

22 approved. 

2 3 CHAIRMAN CATANACH: So i t wou ldn ' t be 

24 necessary f o r us a t t h i s t ime to reduce the p r o j e c t 

25 l i f e because o f the a d d i t i o n a l volume? 
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1 THE WITNESS: No, because even the way we 

2 have mapped i t out, t h a t a d d i t i o n a l volume s t i l l 

3 comes w e l l under the area of review and, i n f a c t , i f 

4 we thought we would have had t h i s volume i n i t i a l l y 

5 i t ' s probably what we would have requested to begin 

6 w i t h . 

7 MR.. BRANCARD: What types of permit 

8 modifi c a t i o n s do you a n t i c i p a t e i n the future? 

9 THE WITNESS: We t a l k e d j u s t yesterday 

10 about how I would answer t h a t question, and I r e a l l y 

11 can't t h i n k of any other than the p o s s i b i l i t y f o r 

12 maybe some m o d i f i c a t i o n . Let's j u s t say, f o r 

13 example, we had an occasion t o rework the No. 1 w e l l 

14 or something and we wanted t o put some a d d i t i o n a l 

15 monitoring equipment or something l i k e t h a t i n the 

16 w e l l . I f we perhaps, you know, encountered some 

17 unexpected problem i n the r e s e r v o i r , you know, l i k e 

18 what we d i d when we d i d the No. 1, we might need an 

19 increase i n the MAOP, although I don't t h i n k we 

22 t h i n k i n g about. I don't know i f the d i v i s i o n had 

23 something else i n mind when they made t h a t comment, 

24 but I t h i n k i t ' s b a s i c a l l y t h a t there could be some 

25 things t h a t are unforeseen but t h a t don't r e a l l y 

20 w i l l . 

21 But those are t he k i n d s o f t h i n g s w e ' r e 
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1 a f f e c t the major parameters t h a t the order covers 

2 th a t we s t i l l would f e e l we would want t o go to the 

3 d i v i s i o n f o r approval. 

4 CHAIRMAN CATANACH: I t h i n k the type of 

5 things t h a t are r o u t i n e l y amended i n SWD orders are 

6 b a s i c a l l y pressure increases, things l i k e t h a t . 

7 THE WITNESS: Yes, s i r . 

8 CHAIRMAN CATANACH: As a matter of f a c t , 

9 rates are not even included i n most orders. 

10 THE WITNESS: That's r i g h t . 

11 CHAIRMAN CATANACH: Rate l i m i t s . And then 

12 i t ' s r o u t i n e l y asked f o r . So you believe we would 

13 s t i l l have the a u t h o r i t y t o set something, the 

14 commission, i n case we thought i t was a major 

15 m o d i f i c a t i o n t o the permit? 

16 THE WITNESS: That's e x a c t l y what we are 

17 proposing, i s t h a t t h a t d i s c r e t i o n would l i e w i t h i n 

18 the d i v i s i o n t o say to us, "Okay, t h i s i s something 

19 t h a t we t h i n k , given the order, we can act on." 

20 Like, f o r example, t h i s request. I f t h a t 

21 f l e x i b i l i t y had been there, I t h i n k the d i v i s i o n 

22 evaluated t h i s from a t e c h n i c a l perspective and 

23 di d n ' t f e e l there was any concern, so t h a t would 

24 have been probably something they would -- not 

25 speaking f o r the d i v i s i o n but my understanding i s 
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1 i t ' s something I t h i n k they would have been amenable 

2 to approving a d m i n i s t r a t i v e l y but we j u s t don't have 

3 t h a t option r i g h t now. 

4 CHAIRMAN CATANACH: I t h i n k t h a t ' s a l l I 

5 have. 

6 MR. BRANCARD: Just f o l l o w i n g up on t h a t , 

7 i n the commission order i n the second Order No. 14, 

8 i t says you are supposed t o n o t i f y the d i v i s i o n of 

9 a l l the changes, conditions imposed by the BLM. I 

10 assume — 

11 THE WITNESS: Well, since we have the 

12 c u r r e n t l y approved APD and tha t has been sent t o the 

13 d i v i s i o n , the d i s t r i c t o f f i c e by the BLM, now 

14 c l e a r l y when we f i n i s h t h i s p o t e n t i a l redesign 

15 th a t ' s something we would approach the d i v i s i o n w i t h 

16 before we were t o do i t , of course. 

17 - .MR. BRANCARD: I n t h a t order paragraph we 

18 wrote i n , "And the d i v i s i o n s h a l l determine i f the 

19 changes are s i g n i f i c a n t enough t o require a change 

20 i n t h i s order by the commission." 

21 THE WITNESS: Right. 

22 MR. BRANCARD: You don't s p e c i f i c a l l y , i n 

23 your proposed order, have t h a t i n there t h a t the 

24 d i r e c t o r can r e f e r a matter t o the commission. 

25 Would t h a t language be okay f o r your --
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1 MR. HALL: We were contemplating t h a t . So 

2 yes. 

3 THE WITNESS: We were contemplating t h a t 

4 would be l e f t i n the order, you know. 

5 MR. BRANCARD: That would make i t more 

6 e x p l i c i t t h a t you would submit any changes t o the 

7 order to the d i r e c t o r and the d i r e c t o r would 

8 determine whether i t a d m i n i s t r a t i v e l y goes t o the 

9 commission. 

10 THE WITNESS: That would be f a n t a s t i c . 

11 That's exact l y what we would l i k e . 

12 MR. HALL: That's the way the a p p l i c a t i o n 

13 reads. 

14 MR. BRANCARD: One other t h i n g . What you 

15 are saying i s you want t h i s 3.5 m i l l i o n cap 

16 av a i l a b l e f o r both w e l l s . 

17 THE WITNESS: Yes, s i r . 

18 MR. BRANCARD: Now, the c a l c u l a t i o n s are 

19 showing us here w i t h the radius i s j u s t f o r AGI No. 

20 2. 

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

22 would be the same — i f you e s s e n t i a l l y s p l i t the 

23 volume between the two w e l l s , i t would be a smaller 

24 area. I t would j u s t be a s l i g h t l y d i f f e r e n t shape.. 

25 MR. BRANCARD: What's the distance between 
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1 the i n j e c t i o n p o i n t of AGI No. 2 and AGI No. 1? 

2 THE WITNESS: 1600 fee t i s the distance. 

3 MR. BRANCARD: Okay. So we're t a l k i n g 

4 about a t h i r d of a mile here. But t h i s a u t h o r i t y 

5 would allow you to "send a l l 3.5 m i l l i o n t o AGI No. 

6 1. 

7 THE WITNESS: Yes. 

8 MR. BRANCARD: I f there's a problem w i t h 

9 AGI No. 2. So wouldn't you be doing t h i s whole 

10 c a l c u l a t i o n of the radius f o r AGI No. 1 j u s t l i k e 

11 you would f o r AGI No. 2? 

12 THE WITNESS: We di d , i n f a c t , do t h a t . I 

13 mean, I di d n ' t go through a l l of t h a t here i n t h i s 

14 presentation i n order t o save some time, but what we 

15 d i d i n i t i a l l y , f o r AGI No. 1 we had an area of 

16 review t h a t was one mile, not h a l f a mile but one 

17 mile. For AGI No. 2 i t was reduced t o h a l f a mile 

18 because we were i n the process at t h a t time w i t h the 

.19 d i v i s i o n of working out new regul a t i o n s f o r t h a t , 

.20 and tha t ' s the way we were envisioning t h a t those 

21 regulations were going t o req u i r e . 

22 When we went back and looked at t h i s , we 

23 d i d the same t h i n g t h a t we d i d f o r the No. 2 around 

24 the No. 1 and had the same r e s u l t s . We di d n ' t have 

25 any new wells i n the area of review. We di d n ' t have 
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1 any a d d i t i o n a l w e l l s . I t was the Queen Bee No. 36. 

2 That was even i n the f i r s t w e l l as w e l l . 

3 MR. BRANCARD: You di d n ' t r e l y on your 

4 w e l l review from the i n i t i a l a p p l i c a t i o n , you looked 

5 at i t again? 

6 THE WITNESS: Yes, s i r , we d i d . 

7 MR. BRANCARD: Drawing the radius around 

8 No. 1. 

9 THE WITNESS: Yes, s i r . 

10 MR. BRANCARD: You j u s t haven't shown i t 

11 t o us? 

12 THE WITNESS: That's c o r r e c t . I would be 

13 happy t o provide i t . I t used t o be t h a t we would do • 

14 automatically a one-mile area of review f o r these 

15 w e l l s . Then when we went through these two years of 

16 working out these regulations t h a t we s t i l l haven't 

17 proposed t o the commission, we determined t h a t i t 

18 was appropriate t o look at the area of review based 

19 on what the 30-year p r o j e c t i o n would be. And i f i t 

20 was less than h a l f a mile we would use a h a l f mile 

21 area of review and i f i t was more than h a l f a mile 

22 we would use a mile area of review. Hence, what we 

23 proposed here. 

2 4 CHAIRMAN CATANACH: Anything f u r t h e r ? 

25 MR. HALL: That concludes .our case. 
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1 CHAIRMAN CATANACH: Okay. So I guess we 

2 need to go i n t o a closed session. 

3 MR. BALCH: I w i l l make a motion t o go 

4 i n t o closed session. 

5 MR. PADILLA: Second. 

6 CHAIRMAN CATANACH: A l l i n favor?. 

7 COMMISSION: Aye. 

8 (Note: Closed session from 10:00 to 

9 10:24.) 

10 MR. BALCH: I w i l l make a motion t o go 

11 back i n t o open session. 

12 MR. PADILLA: I w i l l second. 

13 CHAIRMAN CATANACH: A l l i n favor? 

14 COMMISSION: Aye. 

15 CHAIRMAN CATANACH: I w i l l s t a t e f o r the 

16 record t h a t i n executive session we have discussed 

17 t h i s matter and t h i s matter only, the issues w i t h 

18 regards t o t h i s case, and w i t h t h a t I w i l l t u r n i t 

19 over t o general counsel. 

20 MR. BRANCARD: The commission proposes t o 

21 approve the i n j e c t i o n r a t e f o r the Malijamar AGI 1 

22 and 2 at a rat e of 3.5 m i l l i o n . The commission does 

23 not approve the change t h a t would allow the d i v i s i o n 

24 to make changes t o the i n j e c t i o n a u t h o r i t y . We w i l l 

25 go w i t h the language i n the order. You have 
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1 submitted a d r a f t order. I f you could submit i t to 

2 me by e-mail we can move p r e t t y q u i c k l y to get t h i s 

3 done. 

4 MR. HALL: Okay. 

5 CHAIRMAN CATANACH: Anything f u r t h e r ? 

6 MR. HALL: That's i t . Thank you. 

7 (Note: The hearing was concluded at 

8 10:25). 
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