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A P P E A R A N C E S 

FOR THE DIVISION: ROBERT G. STOVALL 
A t t o r n e y at Law 
Legal Counsel t o the D i v i s o n 
State Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 87501 

FOR THE APPLICANT: B. TOMMY ROBERTS, ESQ. 
Post O f f i c e Box 1020 
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I N D E X 

Page Number 

Appearances 2 

GEORGE SHARPE 

E x a m i n a t i o n by Mr. R o b e r t s 5, 23 
E x a m i n a t i o n by Mr. S t o v a l l 20 
E x a m i n a t i o n by Examiner Catanach 23 

C e r t i f i c a t e o f R e p o r t e r 30 

E X H I B I T S 

APPLICANT'S EXHIBITS: 

E x h i b i t 1 9 
E x h i b i t 2 9 
E x h i b i t 3 10 
E x h i b i t 4 11 
E x h i b i t 4 A 12 
E x h i b i t 5 13 
E x h i b i t 6 14 
E x h i b i t 7 15 
E x h i b i t 8 16 
E x h i b i t 9 17 
E x h i b i t 10 18 
E x h i b i t 11 20 
E x h i b i t 12 22 
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EXAMINER CATANACH: C a l l Case 9880. 

MR. STOVALL: A p p l i c a t i o n of Merri o n O i l 

and 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 , McKinley 

County, New Mexico. 

EXAMINER CATANACH: Appearances i n t h i s 

case ? 

MR. ROBERTS: Mr. Examiner, my name i s 

Tommy Roberts. I'm an a t t o r n e y i n Farmington, New 

Mexico. I'm appearing on b e h a l f of the A p p l i c a n t and 

I have one w i t n e s s t o be sworn. 

EXAMINER CATANACH: Any other appearances? 

Would the w i t n e s s please stand and be sworn i n . 

(Thereupon the w i t n e s s was sworn.) 

MR. ROBERTS: Mr. Examiner, i f I mi g h t , I 

would l i k e t o give a b r i e f p r e l i m i n a r y s t a t e m e n t . 

This i s the t h i r d i n a rec e n t s e r i e s of a p p l i c a t i o n s 

f i l e d by Mer r i o n O i l & Gas w i t h respect t o i t s 

o p e r a t i o n s i n the Papers Wash-Entrada o i l p o o l . 

The f i r s t of those a p p l i c a t i o n s was an 

ap p l i c a t i o n for h o r i z o n t a l d i r e c t i o n a l d r i l l i n g p i l o t 

p r o j e c t in Case No. 9754, which was hear id by the 

Examiner on September 6, 1989, and i t was approved by 

Order No. R-9079 on December 14, 1989. 

The second of the a p p l i c a t i o n s was an 

a p p l i c a t i o n f o r c o o p e r a t i v e u n i t agreement i n Case No. 
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9840, and i t was heard by the Examiner on December 13, 

1989, and approved by Order No. R-9090 on December 2 1 , 

1989 . 

I would ask the Examiner t o t a k e 

a d m i n i s t r a t i v e n o t i c e of a l l m a t t e r s of re c o r d i n 

these p r i o r proceedings b e f o r e the O i l Co n s e r v a t i o n 

D i v i s i o n . 

I f you're ready, we can proceed w i t h the 

t e s t i m o n y of Mr. Sharpe. 

EXAMINER CATANACH: You may proceed, Mr. 

Roberts. 

GEORGE SHARP E 

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 

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 : 

EXAMINATION 

BY MR. ROBERTS: 

Q. Mr. Sharpe, would you s t a t e f o r the r e c o r d 

your name and plac e of residence? 

A. My name i s George Sharpe; I l i v e i n 

Farmington, New Mexico. 

Q. Who are you employed by? 

A. Merri o n O i l & Gas C o r p o r a t i o n . 

Q. I n what c a p a c i t y are you employed? 

A. I'm a r e s e r v o i r p r o d u c t i o n engineer f o r 

Merrion O i l & Gas. 

CUMBRE COURT REPORTING 
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Q. How long have you been em ployed by Merrion? 

A. For two months. 

Q. What are your g e n e r a l j o b r e s p o n s i b i l i t i e s ? 

A. As a r e s e r v o i r e n g i n e e r , t o review the 

performance of f i e l d s and t o t r y t o o p t i m i z e the 

u l t i m a t e r e c o v e r y from those f i e l d s . And, as a 

p r o d u c t i o n e n g i n e e r , t o e v a l u a t e the performance of 

i n d i v i d u a l w e l l s and o p t i m i z e the performance and 

p r o d u c t i v i t y of i n d i v i d u a l w e l l s . 

Q. Are you f a m i l i a r w i t h the o p e r a t i o n s of 

Merrion O i l & Gas i n the Papers Wash-Entrad a o i l pool? 

A. I a m . 

Q. Are you f a m i l i a r w i t h the a p p l i c a t i o n i n 

t h i s case? 

A. I a m . 

Q. Have you t e s t i f i e d b e f o r e the O i l 

Cons e r v a t i o n D i v i s i o n on any p r i o r occasion? 

A. No, I haven't. 

Q. Would you b r i e f l y d e s c r i b e your p o s t - h i g h 

school e d u c a t i o n a l background. 

A. I r e c e i v e d a B.S. i n c i v i l e n g i n e e r i n g from 

Colorado School of Mines i n 1980, and a master's i n 

pet r o l e u m e n g i n e e r i n g i n 1982 from Colorado School of 

Mines . 

Q. B r i e f l y d e s c r i b e your o c c u p a t i o n a l 

CUMBRE COURT REPORTING 
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background. 

A. I n 1982 I went t o work f o r Chevron USAr 

I n c . , i n Denver, Colorado. I worked as a r e s e r v o i r 

and p r o d u c t i o n engineer f o r f o u r years t h e r e . Then 

moved t o Rangley, Colorado, and worked on the Rangley 

w a t e r f l o o d CO-2 p r o j e c t f o r t h r e e y e a r s , and then 

moved t o B a k e r s f i e l d , C a l i f o r n i a , and worked f o r a 

year as a r e s e r v o i r engineer i n B a k e r s f i e l d , 

C a l i f o r n i a , b e f o r e going t o work f o r M e r r i o n O i l . 

Q. Could you d e s c r i b e i n a l i t t l e b i t more 

d e t a i l your past experience i n w a t e r f l o o d p r o j e c t s ? 

A. As a gas and chemical engineer and 

c o r r o s i o n engineer at the Rangley u n i t , I was 

r e s p o n s i b l e f o r m o n i t o r i n g c o r r o s i o n , m o n i t o r i n g a l l 

aspects of the w a t e r f l o o d from the s t a n d p o i n t of 

mechanical i n t e g r i t y and the s t a n d p o i n t of the 

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

Q. What have been your r e s p o n s i b i l i t i e s w i t h 

respect t o the w a t e r f l o o d p r o j e c t which i s proposed by 

Merrio n O i l & Gas f o r the Papers Wash-Entrada o i l 

p o o l ? 

A. As a r e s e r v o i r engineer I j u s t i f i e d the 

t e c h n i c a l f e a s i b i l i t y of a w a t e r f l o o d and I have been 

r e s p o n s i b l e f o r p r e p a r i n g the p e r m i t a p p l i c a t i o n s and 

p r e p a r i n g the AFE j u s t i f i c a t i o n f o r the p r o j e c t . 

CUMBRE COURT REPORTING 
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MR. ROBERTS: Mr. Examiner, we would tender 

Mr. Sharpe as an exp e r t i n the f i e l d of pe t r o l e u m 

engineer i n g . 

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

Q. Mr. Sharpe, b r i e f l y d e s c r i b e the purpose of 

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

A. The purpose of t h i s a p p l i c a t i o n i s t o 

i n s t i t u t e a w a t e r f l o o d i n the Papers Wash Cooperative 

Agreement Un i t Area, u n d e r l y i n g p o r t i o n s of Sections 

15 and 16, Township 19 N o r t h , Range 5 West, by 

i n j e c t i n g water i n t o the Navajo A l l o t t e d 15-3 w e l l . 

Q. Have you completed and su b m i t t e d t o the O i l 

C o n s e r v a t i o n D i v i s i o n Form C-108 f o r t h i s p r o j e c t ? 

A . I have . 

Q. Now, you have b e f o r e you a packet of 

e x h i b i t s which you i n t e n d t o i n t r o d u c e i n t h i s case. 

What are the r e l a t i o n s h i p of these e x h i b i t s t o your 

C-108 a p p l i c a t i o n ? 

A. The e x h i b i t s summarize the key p o i n t s of 

the C-108 a p p l i c a t i o n . I n a d d i t i o n they go beyond 

t h a t t o summarize the t e c h n i c a l f e a s i b i l i t y of the 

wat er f1ood . 

Q. Do you have Environmental P r o t e c t i o n Agency 

ap p r o v a l f o r the co n v e r s i o n of the w e l l t o an 

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

CUMBRE COURT REPORTING 
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A. No, we do no t . 

Q. When do you a n t i c i p a t e t o have t h a t 

app r ov a 1? 

A. We have s u b m i t t e d as of l a s t week the EPA 

p e r m i t , and I am u n f a m i l i a r w i t h t h e i r a p proval 

p r o c e s s , how long t h a t w i l l t a k e . 

Q. I want t o d i r e c t your a t t e n t i o n t o E x h i b i t 

1 i n your packet of e x h i b i t s . Would you i d e n t i f y t h a t 

e x h i b i t and e x p l a i n i t s r e levance t o t h i s a p p l i c a t i o n ? 

A. E x h i b i t 1 i s an index map showing t h e 

l o c a t i o n of the Papers Wash F i e l d t o be i n the 

n o r t h e a s t corner of McKinley County, a p p r o x i m a t e l y 20 

mil e s west of Cuba, New Mexico. 

Q. Now t u r n t o what's been marked as E x h i b i t 2 

and i d e n t i f y t h a t e x h i b i t . 

A. Thi s e x h i b i t i s a net pay map showing the 

c o o p e r a t i v e area t h a t has been approved f o r the 

secondary rec o v e r y p r o j e c t s i n the f i e l d . The 

c o o p e r a t i v e area has been approved by the BLM, by the 

S t a t e , and we a n t i c i p a t e a p p r o v a l by the BIA t h i s 

morning at 10:00 a.m. The p r o j e c t area f o r the 

w a t e r f l o o d i s d e f i n e d i n the C-108 as e s s e n t i a l l y the 

c o o p e r a t i v e area. 

I n a d d i t i o n , I would l i k e t o p o i n t out on 

t h i s e x h i b i t t h a t a l l w e l l s but one w e l l i n the f i e l d 

CUMBRE COURT REPORTING 
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are c u r r e n t l y shut i n . The on l y p r o d u c i n g w e l l , t he 

Navajo A l l o t t e d 15-4, i s c u r r e n t l y p r o d u c i n g at a 

w a t e r / o i l r a t i o of 120, which i s m a r g i n a l l y economic. 

T h e r e f o r e , w i t h o u t the h o r i z o n t a l d r i l l i n g which we 

have a l r e a d y d r i l l e d shown on t h i s e x h i b i t as 15-2H 

w e l l and i n a d d i t i o n t o the w a t e r f l o o d , w i t h o u t the 

secondary recovery of the h o r i z o n t a l w e l l i n the 

w a t e r f l o o d we would be ve r y c l o s e t o t e r m i n a t i n g 

o p e r a t i o n s i n the Papers Wash F i e l d . 

Q. I s the c o o p e r a t i v e area c o - e x t e n s i v e w i t h 

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

A. E s s e n t i a l l y , yes, i t i s . 

Q. On E x h i b i t 2, the c o o p e r a t i v e area i s 

i n d i c a t e d by the bol d black l i n e , i s t h a t c o r r e c t ? 

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

Q. Now, t u r n t o what's been marked as E x h i b i t 

No. 3 and i d e n t i f y t h a t e x h i b i t . 

A. E x h i b i t No. 3 i s a c r o s s - s e c t i o n t h r o u g h 

the f i e l d which i l l u s t r a t e s what we f e e l the major 

r e s e r v o i r d r i v e mechanisms are , which enabled us t o 

recover o i l up t o t h i s p o i n t . The Entrada r e s e r v o i r 

has a very s t r o n g water a q u i f e r and v e r y dead o i l . 

Through the a q u i f e r a bottom water d r i v e r i s i n g 

t h r o u g h the r e s e r v o i r , pushing o i l t o the w e l l b o r e has 

been the mechanism by which we've recovered 

CUMBRE COURT REPORTING 
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a p p r o x i m a t e l y 32 percent of the o r i g i n a l o i l i n pl a c e 

t o dat e . 

With our u l t i m a t e r e c o v e r y being 

a p p r o x i m a t e l y 32 p e r c e n t , a grea t deal of the 

r e s e r v o i r w i l l remain unswept by the bottom water 

d r i v e . E s s e n t i a l l y what we are p r o p o s i n g i s t o 

r e a l i q n the n a t u r a l w a t e r f l o o d t h a t i s going on at 

t h i s time and t r y t o f l o o d the r e s e r v o i r i n a 

s i d e - t o - s i d e manner and in c r e a s e the sweep e f f i c i e n c y 

and thus i n c r e a s e our re c o v e r y . 

T h i s has been done b e f o r e i n a h i g h water 

d r i v e o r , excuse me, a f i e l d w i t h a v e r y a c t i v e water 

a q u i f e r i n the F o s t e r t o n f i e l d i n Oklahoma, and we 

f e e l i t has a p p l i c a t i o n i n t h i s r e s e r v o i r . 

Q. Refer t o what's been marked as E x h i b i t 4 

and i d e n t i f y t h a t e x h i b i t . 

A. E x h i b i t No. 4 i s a map of our p r e d i c t i o n s 

of the remaining net pay a f t e r d e p l e t i o n from our 

c u r r e n t w e l l s , i n c l u d i n g the h o r i z o n t a l w e l l , F e deral 

15-2H. As the e x h i b i t shows, t h e r e ' s a r e l a t i v e l y 

t h i c k column of o i l , over 2 0 - f e e t t h i c k , i n between 

our c u r r e n t producers o r , excuse me, the c u r r e n t w e l l 

i n the f i e l d , and we f e e l t h a t by i n j e c t i n g i n t o t h e 

Navajo A l l o t t e d 15-3 and e v e n t u a l l y a couple of years 

down the road i n j e c t i n g i n t o the Navajo A l l o t t e d 15-1 

CUMBRE COURT REPORTING 
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t h a t we can sweep t h r o u g h t h a t p o r t i o n of the 

r e s e r v o i r and inc r e a s e the r e c o v e r y from the f i e l d . 

There are s e v e r a l t h i n g s t o p o i n t o u t . 

F i r s t , the a p p l i c a t i o n b e f o r e the Commission today i s 

to c o nvert the Navajo A l l o t t e d 15-3 t o i n j e c t i o n . I f 

the p r o j e c t i s s u c c e s s f u l and we are r e c o v e r i n g 

i n c r e m e n t a l o i l , we would, a year or two years down 

the road, l i k e t o convert the Federal 15-1 t o 

i n j e c t i o n , a l s o . 

Again, i f i t works, t h e r e ' s the p o s s i b i l i t y 

of coming over t o the west side of the f i e l d and 

i n j e c t i n g i n t o t h e 16-2 and the 16-1 and sweeping 

reserves from t h a t side of the f i e l d , a l s o . 

Q. E x h i b i t No. 4A i n your packet i s a p r i m a r y 

and secondary reserves t a b u l a t i o n . Would you d e s c r i b e 

the i n f o r m a t i o n r e l e v a n t t o t h i s a p p l i c a t i o n t h a t ' s 

d e p i c t e d i n t h a t t a b u l a t i o n ? 

A. The purpose of E x h i b i t 4A i s t o summarize 

the b e n e f i t of the w a t e r f l o o d as compared t o remaining 

p r i m a r y r e s e r v e s . The e x h i b i t shows the remaining 

p r i m a r y reserves are p r e d i c t e d t o be a p p r o x i m a t e l y 

92,000 b a r r e l s . The h o r i z o n t a l w e l l i s p r e d i c t e d t o 

recover an a d d i t i o n a l 170,000 b a r r e l s , and the 

w a t e r f l o o d i s p r e d i c t e d t o recover 130,000 b a r r e l s . 

The e x h i b i t goes on t o show the v a l u e of 

CUMBRE COURT REPORTING 
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t h a t t o the s t a t e and t o the landowners and i t should 

be p o i n t e d out t h a t t h i s not o n l y p r o t e c t s the 

c o r r e l a t i v e r i g h t s but enhances those r i g h t s by 

i n c r e a s i n g the r e c o v e r y and i n c r e a s i n g the value t o 

the s t a t e and the landowners. 

Q. How would you c h a r a c t e r i z e the economics of 

o p e r a t i o n s i n t h i s Papers Wash-Entrada o i l p o o l 

w i t h o u t the w a t e r f l o o d p r o j e c t approval? 

A. Again, the o n l y producer i n the f i e l d s has 

a w a t e r / o i l r a t i o of 120. We can produce t h a t w e l l t o 

an economic l i m i t of 160 w a t e r / o i l r a t i o , . Aoain, we 

are v e r y b o r d e r l i n e economic, and i t has ve r y h i g h 

o p e r a t i n g c o s t s , and w i t h o u t the secondary rec o v e r y 

processes we would be ve r y near the t e r m i n a l l i f e of 

t h i s f i e l d . 

Q. So, t o r e s t a t e your t e s t i m o n y , t h e n , you're 

i n d i c a t i n g t h a t the w a t e r f l o o d p r o j e c t would 

p o t e n t i a l l y r e s u l t i n recov e r y of an a d d i t i o n a l 

130,000 b a r r e l s of o i l ? 

A. That's c o r r e c t . I t should be p o i n t e d out 

t h a t t h a t i s an u n r i s k p r e d i c t i o n . We f e e l t h e r e ' s 

s u b s t a n t i a l r i s k t o r e c o v e r i n g t h a t and t h a t i s why 

we're c o n s e r v a t i v e l y going about i t , c o n v e r t i n g one 

w e l l at a time i n e v a l u a t i n g the p r o c e s s . 

Q. Now t u r n t o E x h i b i t No. 5 and i d e n t i f y t h a t 
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e x h i b i t . 

A. E x h i b i t 5 i s a land map showing the leases 

w i t h i n o n e - h a l f m i l e of the Navajo A l l o t t e d 15-3. 

There i s a c i r c l e on the e x h i b i t , a one - h a l f m i l e 

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

review are w i t h i n the c o o p e r a t i v e agreement which i s 

shown i n b o l d l i n e on the e x h i b i t . 

I t should be p o i n t e d out t h a t a l l leases 

t h a t are w i t h i n the area, the o n e - h a l f m i l e area of 

review, except f o r one, and t h a t one being New Mexico 

Lease 33382, which i s held by Chase O i l Company, a l l 

other leases are held by the owners of the c o o p e r a t i v e 

agreement, Mer r i o n O i l & Gas and P i t c o , except f o r the 

two i n the south which are open. Again, the o n l y 

o u t s i d e o p e r a t o r which owns a lease w i t h i n the area of 

review i s Chase O i l C o r p o r a t i o n . 

Q. Now t u r n t o E x h i b i t No. 6 and i d e n t i f y t h a t 

e x h i b i t . 

A. E x h i b i t 6 i s a statement whereby I n o t i f i e d 

Frank Welker, the v i c e - p r e s i d e n t of Chase O i l Company 

on March 2, 1990, and informed him of our plans t o 

i n s t i t u t e a w a t e r f l o o d . He sa i d t h a t he co n s i d e r e d 

the telephone c a l l adequate n o t i c e , and he had no 

o b j e c t i o n s t o the w a t e r f l o o d . 

Q. To your knowledge, have a l l n o t i c e 
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requirements set f o r t h i n the r u l e s and r e g u l a t i o n s of 

t h i s D i v i s i o n been s a t i s f i e d ? 

A. Through t h i s v e r b a l n o t i f i c a t i o n t o Chase 

O i l Company, and thr o u g h the a p p l i c a t i o n s t o the EPA 

and t o the s t a t e , and copies of those a p p l i c a t i o n s 

going t o the BLM, we f e e l we have s a t i s f i e d t he 

n o t i f i c a t i o n requirements of the C-108. 

Q. Mr. Sharpe, who owns the s u r f a c e of the 

lands on which the proposed i n j e c t i o n w e l l i s l o c a t e d ? 

A. The BLM owns most of the l a n d s . Some are 

I n d i a n a l l o t t e d which are under the j u r i s d i c t i o n of 

the BIA. 

Q. And s p e c i f i c a l l y the proposed i n j e c t i o n 

w e l l i s l o c a t e d on I n d i a n a l l o t t e d lands? 

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

Q. You've n o t i f i e d the BIA of t h i s 

app 1 i cat i on ? 

A. The BIA has r e c e i v e d copies of the C-108 as 

w e l l as the EPA p e r m i t f o r t h i s w e l l . 

Q. Le t ' s t u r n t o E x h i b i t No. 7. I d e n t i f y t h a t 

e x h i b i t . 

A. E x h i b i t 7 i s a summary t a b l e showing the 

mechanical i n t e g r i t y of a l l w e l l s w i t h i n the area of 

review. I t should be noted f o r the r e c o r d t h a t i n our 

o p i n i o n a l l w e l l s have mechanical i n t e g r i t y , and a l l 
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w e l l s are cemented across the Entrada f o r m a t i o n , the 

f o r m a t i o n we're p l a n n i n g t o i n j e c t i n t o . We do not 

a n t i c i p a t e c r o s s - f l o w from or thr o u g h any of those 

w e l l s . 

There i s more d e t a i l i n the C-108 

a p p l i c a t i o n i n the form of a w e l l b o r e schematic f o r 

each w e l l i n E x h i b i t 7. 

Q. Let ' s t u r n t o E x h i b i t No. 8. I d e n t i f y t h a t 

e x h i b i t and e x p l a i n i t s s i g n i f i c a n c e t o the 

app 1 i c at i on . 

A. E x h i b i t 8 i s a water a n a l y s i s of the 

Entrada-produced water. Our pl a n i s t o ta k e produced 

water from the Entrada f o r m a t i o n and r e i n j e c t i t back 

i n t o the Entrada f o r m a t i o n , i n t o t h e Navajo A l l o t t e d 

15-3. We are c u r r e n t l y d i s p o s i n g t h a t water i n t o t h e 

Gallup f o r m a t i o n i n the Navajo A l l o t t e d 15-6. 

The t o t a l d i s s o l v e d s o l i d s as shown on t h i s 

e x h i b i t are 4210 p a r t s per m i l l i o n , i n d i c a t i n g t h i s i s 

a f r e s h water r e s e r v o i r . I t should be p o i n t e d out 

t h a t samples from t h i s f i e l d and other Entrada f i e l d s 

which Mer r i o n O i l & Gas operates shows t h a t the t o t a l 

d i s s o l v e d s o l i d s w i t h i n the Entrada f o r m a t i o n v a r i e s 

from 3,000 t o 20,000 p a r t s per m i l l i o n , and averages 

from 8- t o 10,000 p a r t s per m i l l i o n . 

I t should a l s o be p o i n t e d out t h a t the 
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sample t h a t was sub m i t t e d i n the C-108 a p p l i c a t i o n of 

18,000 p a r t s per m i l l i o n was a sample from the Media 

f i e l d and i t was m i s t a k e n l y s u b m i t t e d . T h i s i s the 

most recent a n a l y s i s from the Papers Wash F i e l d . 

Q. What i s the date of t h i s a n a l y s i s ? 

A. The date of t h i s a n a l y s i s i s January 3 1 , 

1990 . 

Q. Mr. Sharpe, w i l l a l l of the water t o be 

i n j e c t e d be from the Entrada f o r m a t i o n ? 

A. App r o x i m a t e l y 95 pe r c e n t of the water t o be 

i n j e c t e d would be from the Entrada f o r m a t i o n . We 

would l i k e p e r m i s s i o n from the Stat e t o i n j e c t 

produced water from the Mesaverde f o r m a t i o n , a l s o . 

Q. Le t ' s t u r n t o E x h i b i t No. 9 and i d e n t i f y 

t h a t e x h i b i t . 

A. E x h i b i t 9 i s a water a n a l y s i s from the 

L i t t l e Blue Federal #1, a Mesaverde producer w i t h i n 

the c o o p e r a t i v e area. The water a n a l y s i s shows the 

t o t a l d i s s o l v e d s o l i d s t o be 7,200 p a r t s per m i l l i o n , 

which i s a l s o l e s s than the 10,000 p a r t s per m i l l i o n 

c r i t e r i a f o r f r e s h water. I t i s a l s o l e s s than the 8-

t o 10,000 p a r t s per m i l l i o n average f o r the Entrada 

f i e l d s , a l t h o u g h i t ' s s l i g h t l y g r e a t e r than the 4,200 

p a r t s per m i l l i o n shown i n E x h i b i t 8. 

We f e e l t h e r e are no c o m p a t i b i l i t y problems 
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w i t h these w a t e r s . Less than f i v e p e r c e n t of the 

t o t a l volume w i l l be Mesaverde w a t e r , and we would 

l i k e p e r m i s s i o n t o commingle these waters and i n j e c t 

them i n t o the Entrada f o r m a t i o n . 

Q. What i s the date of t h i s a n a l y s i s f o r the 

Mesaverde water? 

A. I t i s December 22, 1989. 

Q. Okay. Now t u r n t o E x h i b i t No. 10 and 

i d e n t i f y t h a t e x h i b i t . 

A. E x h i b i t No. 10 i s a w e l l b o r e diagram of the 

Navajo A l l o t t e d 15-3. I t should be noted f o r the 

reco r d t h a t t h e r e i s cement from the Entrada f o r m a t i o n 

a l l the way t o s u r f a c e i n t h i s s u b j e c t w e l l , behind 

the 7-inch p r o d u c t i o n c a s i n g . Our plans are t o 

complete the w e l l w i t h a 7-inch Baker Lockset 

R e t r i e v a b l e Packer at 5100 f e e t , and i n j e c t i n t o t h e 

Entrada p e r f o r a t i o n s from 5142 t o 5148. 

We w i l l have i n h i b i t e d f l u i d i n the annular 

r e g i o n behind the packer, and we w i l l i n i t i a l l y 

p r e s s ure t e s t the packer t u b i n g and ca s i n g upon 

i n i t i a l c o m p l e t i o n and a minimum of every f i v e years 

as c a l l e d f o r i n the UIC re q u i r e m e n t s . 

I would a l s o l i k e t o p o i n t out t h a t our 

plans are t o i n i t i a l l y i n j e c t at 3,000 b a r r e l s per day 

at an a n t i c i p a t e d s u r f a c e pressure of 50 0 p s i . We 
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a n t i c i p a t e a maximum i n j e c t i o n r a t e of 6,000 b a r r e l s 

per day at a maximum s u r f a c e p r e s s u r e of 1,000 p s i , 

which i s below the f r a c t u r e p r e ssure of the Entrada 

f o r m a t i o n . We do not a n t i c i p a t e i n i t i a t i n g f r a c t u r e s 

w i t h i n t h a t f o r m a t i o n . 

Q. I n your o p i n i o n , i s the i n j e c t i o n w e l l 

adequately cased and cemented t o pr e v e n t movement of 

f o r m a t i o n or i n j e c t e d f l u i d s from i n j e c t i o n zones i n t o 

any other zone or to the su r f a c e ? 

A. Yes, i t i s . 

Q. How do you p l a n t o assure the c o n t i n u e d 

mechanical i n t e g r i t y of the w e l l b o r e ? 

A. Again, our pla n i s t o i n i t i a l l y p r e s sure 

t e s t the t u b i n g , c asing and packer. We w i l l r e c o r d 

d a i l y r a t e s and p r e s s u r e s , and on a r o u t i n e b a s i s 

minimum of once every f i v e years we w i l l r e - p r e s s u r e 

t e s t the t u b i n g c asing i n the packer. 

Q. Mr. Sharpe, i n your o p i n i o n , w i l l the 

g r a n t i n g of t h i s a p p l i c a t i o n be i n the best i n t e r e s t 

of c o n s e r v a t i o n and r e s u l t i n the p r e v e n t i o n of waste 

and the p r o t e c t i o n of c o r r e l a t i v e r i g h t s ? 

A. Yes, i t w i l l . 

Q. Were E x h i b i t s 1 t h r o u g h 10 prepared by you 

or at your d i r e c t i o n and under your s u p e r v i s i o n ? 

A. Yes, they were. 
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MR. ROBERTS: Mr. Examiner, we move the 

admission of E x h i b i t s 1 t h r o u g h 10. 

EXAMINER CATANACH: E x h i b i t s 1 t h r o u g h 10 

w i l l be a d m i t t e d as evidence. 

MR. ROBERTS: I have no other q u e s t i o n s on 

d i r e c t . 

MR. STOVALL: Mr. Sharpe, I'm l o o k i n g at 

what appears t o be your C-108 pa c k e t . Mr. Roberts, I 

am going t o hand you t h a t and ask you t o mark t h a t , 

please and have the w i t n e s s i d e n t i f y i t . Here's the 

stamp over here i f you need i t . 

MR. ROBERTS: Okay. I ' l l c a l l t h i s E x h i b i t 

11 . 

Q. (BY MR. ROBERTS) Mr. Sharpe, I'm handing 

you what's been marked as E x h i b i t No. 11. Would you 

take a look at t h a t , p l e a s e , and i d e n t i f y i t ? 

A. Thi s i s i d e n t i f i e d as p r o o f of n o t i c e . I t 

shows r e c e i p t s f o r r e g i s t e r e d m a i l of sending our 

pe r m i t a p p l i c a t i o n t o the v a r i o u s r e g u l a t o r y agencies 

as w e l l as t o Chase O i l Company. 

E XAMI NATION 

BY MR. STOVALL: 

Q. Let me ask. That i s the r e c e i p t which, I 

assume, was prepared i n your o f f i c e , i s t h a t c o r r e c t ? 

A. Yes, s i r . 
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Q . And what date does i t show the n o t i c e was 

given ? 

A. March 1 , 1990 . 

Q. Are you f a m i l i a r w i t h the requirements f o r 

n o t i c e of the Commission? 

A. I am now. 

MR. STOVALL: For the r e c o r d , l e t ' s s p e c i f y 

t h a t , t h a t seven days p r o b a b l y doesn't q u a l i f y , and 

t h e r e i s no p r o v i s i o n f o r o r a l n o t i c e t o be given 

under the r u l e s or r e g u l a t i o n s . As f a r as I'm 

concerned, Mr. Examiner, the only way t h a t could be 

overcome i s f o r the p a r t i e s e n t i t l e d t o n o t i c e t o 

a c t u a l l y enter t h e i r appearance and waive any 

d e f i c i e n c y i n the n o t i c e . So i t appears t o me t h a t 

t h i s case w i l l not be able t o be taken under 

advisement today, t h a t w e ' l l have t o have the a c t u a l 

n o t i c e 20 days p r i o r t o t h i s case been taken under 

advisement, so I'm going t o recommend t h i s case be 

con t i n u e d t o a l l o w f o r adequate n o t i c e t i m e . 

I f those were ma i l e d on the 1 s t , I b e l i e v e 

t h a t means we could c o n t i n u e i t u n t i l the 21st f o r 

n o t i c e purposes, and Mr. Sharpe or Mr. Roberts al s o 

need t o p r o v i d e the green r e t u r n r e c e i p t cards when 

you r e c e i v e them back, i f you would. 

EXAMINER CATANACH: Okay. We' l l go ahead 
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and c o n t i n u e t h e case u n t i l t h e 2 1 s t . 

MR. STOVALL: The o t h e r i t e m we need t o 

t a k e c a r e o f , and Mr. R o b e r t s a g a i n I ' l l d e f e r t o you 

as t o how you would l i k e t o do t h i s , b u t as a m a t t e r 

of p r a c t i c e t h e r e ' s a q u e s t i o n as t o w h e t h e r t h e C-108 

a c t u a l l y c o n s t i t u t e s t h e a p p l i c a t i o n i n t h i s case and 

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

N o r m a l l y , as a m a t t e r o f p r a c t i c e , and I 

t h i n k f o r c o n v e n i e n c e , i t i s most c o n v e n i e n t t o have 

t h a t C-108 a d m i t t e d as a e x h i b i t . 

MR. ROBERTS: W e ' l l mark t h a t as E x h i b i t 

No . 12 . 

MR. STOVALL: I ' l l g i v e you t h a t r i g h t now 

and you can have t h e w i t n e s s i d e n t i f y i t . 

Q. (BY MR. STOVALL) Mr. Sharpe, w h i l e Mr. 

R o b e r t s i s d o i n g t h a t , do you know i f t h a t C-108 was 

se n t as p a r t o f t h e package t o each o f t h e r e c i p i e n t s 

on t h e r e ? 

A. Yes, s i r , i t was. Not i n f u l l . I k e p t o ut 

some o f t h e d e t a i l , b u t t h e summary s h e e t s on t h e 

w e l l s i n t h e a r e a , as w e l l as a l l t h e maps. I d o n ' t 

b e l i e v e I s e n t a l l t h e w e l l b o r e s c h e m a t i c s t o e v e r y 

p e r s o n , b u t I d i d send t h e a p p l i c a t i o n i t s e l f , as w e l l 

as t h e ma j o r e x h i b i t s w i t h i n t h a t a p p l i c a t i o n . I s 

t h a t adequate? 
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MR. STOVALL: I n my o p i n i o n t h a t w o u l d 

s u f f i c i e n t l y p r o v i d e them w i t h n o t i c e o f t h e i n t e n t o f 

t h e a p p l i c a t i o n . 

Mr. R o b e r t s , w o u l d you l i k e t o g e t him t o 

i d e n t i f y t h e C-108? 

MR. ROBERTS: Yes. 

FURTHER EXAMINATION 

BY MR. ROBERTS: 

Q. Mr. Sharpe, i d e n t i f y w h a t's been marked as 

E x h i b i t No. 12. 

A. E x h i b i t No. 12 i s t h e C-108 t h a t was 

s u b m i t t e d t o t h e S t a t e o f New Mexico f o r p e r m i s s i o n t o 

i n j e c t w a t e r i n t o t h e Na v a j o A l l o t t e d 15-3 i n t h e 

E n t r a d a f o r m a t i o n . 

MR. ROBERTS: Mr. Ex a m i n e r , we w o u l d move 

t h e a d m i s s i o n o f E x h i b i t s 11 and 12. 

EXAMINER CATANACH: E x h i b i t s 11 and 12 w i l l 

be a d m i t t e d as e v i d e n c e . 

MR. ROBERTS: Mr. Ex a m i n e r , do you have any 

o t h e r q u e s t i o n s o f t h i s w i t n e s s ? 

EXAMINER CATANACH: Yes, I do, Mr. 

Ro b e r t s. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Sharpe, f o r what r e a s o n does y o u r 
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company seek t o a l s o i n j e c t Mesaverde w a t e r i n t o t h e 

f i e l d ? 

A. For t h e economic h a n d l i n g o f t h a t Mesaverde 

w a t e r . I t i s a g a i n w i t h i n t h e c o o p e r a t i v e a r e a . The 

s u r f a c e f a c i l i t i e s a r e v e r y c l o s e t o t h e E n t r a d a 

r e s e r v o i r and i t i s t h e most c o n v e n i e n t , and we f e e l 

n o t u n s a n i t a r y way t o h a n d l e t h e Mesaverde w a t e r t o 

commingle and i n j e c t i t . 

Q. What i s t h e s o u r c e o f t h a t Mesaverde w a t e r ? 

What w e l l s does t h a t come from? 

A. I t i s f r o m t h e L i t t l e B l u e F e d e r a l # 1 . 

I t ' s t h e c u r r e n t o n l y Mesaverde w e l l . We a r e 

c u r r e n t l y t e s t i n g t h a t w e l l . We're i n t h e i n i t i a l 

c o m p l e t i o n s t a g e s . I f t h a t w e l l p r o v e s e c onomic, 

t h e r e m i g h t be a d d i t i o n a l Mesaverde w e l l s d r i l l e d 

w i t h i n t h e f i e l d . 

Q. T h a t ' s w i t h i n t h e u n i t ? 

A. I c a n ' t answer t h a t . I d o n ' t know. 

Q. The L i t t l e B l u e F e d e r a l , i s t h a t w i t h i n t h e 

u n i t ? 

A. Yes, s i r . I f y o u ' l l r e f e r t o E x h i b i t No. 

2, i t i s shown on E x h i b i t No. 2 as LB #1 and i t has 

t h e gas w e l l symbol t h e r e . I t i s i n c l u d e d i n t h e area 

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

t h e C-108. 
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Q. So you've got about 150 b a r r e l s a day 

coming out of t h a t w e l l ? 

A. 150 t o 200, yes, s i r . 

Q. How long has t h a t been pr o d u c i n g ? 

A. We have t e s t e d i t f o r 30 days and shut i t 

i n . We have r e a p p l i e d t o the BLM t o c o n t i n u e the t e s t 

on i t . 

Q. Do you have an o p i n i o n as t o whether the 

q u a l i t y of t h a t produced water w i l l e s s e n t i a l l y s t a y 

the same, or w i l l i t d e t e r i o r a t e ? 

A. I b e l i e v e i t w i l l s t a y the same. When we 

i n i t i a l l y p e r f o r a t e d s e v e r a l zones we swab t e s t e d the 

i n d i v i d u a l zones s e p a r a t e l y and the q u a l i t y of the 

water was, i n a l l cases, below 10,000 p a r t s per 

m i l l i o n . Whichever of those zones, we're now pump 

t e s t i n g d i f f e r e n t zones i n d i v i d u a l l y , and whichever 

zones we e v e n t u a l l y produce i n should be a f r e s h water 

z on e . 

Q. W i l l the q u a l i t y of t h a t water be t e s t e d at 

some i n t e r v a l t o make sure i t ' s s t i l l below 10,000? 

A. That's a super i d e a , and we w i l l t e s t i t at 

l e a s t once a year. 

Q. Mr. Sharpe, the only w e l l p r o d u c i n g 

c u r r e n t l y i s the 15-4, i s t h a t c o r r e c t ? 

A. That i s the only w e l l t h a t ' s c u r r e n t l y 
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e c o n o m i c a l l y p r o d u c i n g . The Navajo A l l o t t e d 16-1 i s 

on p r o d u c t i o n and w i l l be shut i n tomorrow. I t was 

shown on t h i s map as shut i n because when the map was 

prepared i t was shut i n . We had i t on f o r a sh o r t 

t e s t t o see i f i t would be economic, i t i s n o t , and 

we're going t o shut i t i n . 

Q. E v e r y t h i n g besides the 15-4 i s uneconomic 

at t h i s time t o produce? 

A. That i s c o r r e c t . We are i n the co m p l e t i o n 

stages of the Federal 15-2H h o r i z o n t a l w e l l . We're 

hoping t h a t one w i l l a l s o be economic and w e ' l l be 

pro d u c i n g i t . 

Q. I see . 

A. I t h i n k i t should be p o i n t e d out t h a t the 

15-4 i s c u r r e n t l y making about 6,000 b a r r e l s of water 

a day. The Federal 15-2H i s a l s o a n t i c i p a t e d t o make 

5- t o 6,000 b a r r e l s a day. Only a small p o r t i o n of 

the t o t a l produced water w i l l be r e i n j e c t e d back i n t o 

the Entrada. The bulk of the water w i l l s t i l l go t o 

the 15-6 Gallup d i s p o s a l w e l l . 

T h e r e f o r e , whatever water we mix i n from 

the Mesaverde w i l l a l s o be d i l u t e d . Only a very s m a l l 

p o r t i o n of i t w i l l go back i n t o t h e Entrada 

f o r m a t i o n . We have a p p r o v a l t o i n j e c t a l l produced 

water from the f i e l d i n t o the G a l l u p . 

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 

27 

Q. I'm not c l e a r on something, Mr. Sharpe. 

Why do you f e e l the need t o i n j e c t Mesaverde water 

i n t o t h e r e s e r v o i r i f you've got enough c a p a c i t y from 

produced Entrada water t o i n j e c t ? 

A. I t ' s a matter of the s u r f a c e f a c i l i t i e s . 

The g a t h e r i n g system i s not i s o l a t e d . We do not 

a n t i c i p a t e i t t o be i s o l a t e d . They are common 

g a t h e r i n g and water t r e a t i n g f a c i l i t i e s f o r the 

i n j e c t i o n , and a l l we a n t i c i p a t e doing i s t a k i n g a—we 

have excess c a p a c i t y on our i n j e c t i o n pumps. A l l we 

a n t i c i p a t e doing i s t a k i n g a s p l i t o f f our i n j e c t i o n 

pumps and t a k i n g i t t o the Navajo A l l o t t e d 15-3 f o r 

i n j e c t i o n . 

Q. Do you have a c r o s s - s e c t i o n of the 2H w e l l 

i n t h i s p a c k e t , or a schematic? I'm s o r r y . 

A. A schematic of the 2H w e l l ? Mr. Steve Dunn 

of M e r r i o n O i l & Gas who t e s t i f i e d b e f o r e the 

Commission on the 15-2H h o r i z o n t a l w e l l i s prepared t o 

discuss t h a t , i f you would l i k e t o c a l l him as a 

witn e s s . 

Q. W e l l , i n the requirements t o p r o v i d e t h a t 

i n f o r m a t i o n , I'm j u s t c u r i o u s as t o whether i t ' s - -

A. Yes, s i r , i n the C-108 t h e r e i s a schematic 

of the h o r i z o n t a l w e l l . Again, we are i n the 

com p l e t i o n stages. We're s t i l l cement squeezing p a r t 
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of the l i n e r on t h a t w e l l , and so i t ' s a p r e l i m i n a r y 

w e l l b o r e sketch f o r the h o r i z o n t a l w e l l . 

MR. STOVALL: Mr. Examiner, i f I may 

i n t e r r u p t f o r a second, Mr. Roberts, i s t h a t 

h o r i z o n t a l w e l l a p p r o v a l , t h a t was one of the cases 

you requested a d m i n i s t r a t i v e a p p r o v a l f o r - - I mean t h a t 

a d m i n i s t r a t i v e n o t i c e be taken of i t ? 

MR. ROBERTS: That's c o r r e c t . 

Q. (BY EXAMINER CATANACH) Mr. Sharpe, would 

you be w i l l i n g t o p r o v i d e us w i t h a copy of t h a t 

schematic whenever t h a t w e l l i s completed? 

A. Yes, s i r , we would. I n a d d i t i o n , w e ' l l 

update the schematic on the L i t t l e Blue #1, which i s 

also s t i l l i n co m p l e t i o n stages. 

Q. Mr. Sharpe, i s t h e r e any f r e s h water i n 

t h i s area? 

A. As d e f i n e d by the St a t e as 10,000 p a r t s per 

m i l l i o n or l e s s , yes, t h e r e i s . The Entrada i s f r e s h , 

as w e l l as the Morrison f o r m a t i o n being f r e s h . 

Q. The Morrison being where i n r e l a t i o n t o the 

Entrada? 

A. The Morrison i s immediately above the 

Entrada f o r m a t i o n . 

Q. I n your o p i n i o n , i s t h a t adequately 

p r o t e c t e d from any m i g r a t i o n from the Entrada? 
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A. Yes, s i r , i n my o p i n i o n i t i s . Again, a l l 

the w e l l s w i t h i n the area of review are cemented 

c o m p l e t e l y across the Entrada up t h r o u g h the M o r r i s o n , 

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

Q. Okay. You s t a t e d t h a t your i n j e c t i o n 

p r e s sure w i l l go between 500 and 1,000, but t h a t was 

s t i l l below f r a c t u r e p r e s s u r e . Do you know what the 

f r a c t u r e pressure i s i n the Entrada? 

A. I es t i m a t e i t t o be 1,300 pounds at the 

s u r f a c e , 1,300 p s i . We p l a n on i n i t i a l c o m p l e t i o n of 

the i n j e c t i o n w e l l t o do a step r a t e t e s t t o determine 

e x a c t l y what t h a t f r a c t u r e p r e ssure i s , and c e r t a i n l y 

p l a n on s t a y i n g below the f r a c t u r e p r e s s u r e . 

EXAMINER CATANACH: I b e l i e v e t h a t ' s a l l 

the q u e s t i o n s we have at t h i s t i m e . 

MR. ROBERTS: I have no other q u e s t i o n s . 

EXAMINER CATANACH: There being n o t h i n g 

f u r t h e r i n t h i s case, Case 9880 w i l l be c o n t i n u e d t o 

the March 21st h e a r i n g . 
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EXAMINER STOGNER: I ' l l next c a l l Case No. 

9880 . 

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

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 , McKinley 

County, New Mexico. 

EXAMINER STOGNER: This case was heard on 

March 7, 1990, b e f o r e David R. Catanach, and i t had t o 

be c o n t i n u e d f o r today's h e a r i n g . 

At t h i s time I ' l l c a l l f o r any a d d i t i o n a l 

appearances or t e s t i m o n y . 

MR. STOVALL: Mr. Roberts, you were the 

a t t o r n e y i n t h a t case, i s t h a t c o r r e c t ? 

MR. ROBERTS: Yes. 

MR. STOVALL: Do you happen t o have the 

n o t i c e or r e c e i p t cards? 

MR. ROBERTS: I t ' s my u n d e r s t a n d i n g those 

were s u b m i t t e d . 

MR. STOVALL: Okay. 

EXAMINER STOGNER: Do you know when those 

were s u b m i t t e d , Mr. Roberts? 

MR. ROBERTS: I t a l k e d t o Mr. Sharpe, who 

was the w i t n e s s i n t h a t case, and he i n d i c a t e d they 

were sent l a s t week. I t a l k e d t o him on Monday of 

t h i s week, and he i n d i c a t e d t h a t a l l the requirements 

had been s a t i s f i e d r e g a r d i n g n o t i c e . 
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MR. STOVALL: They appear t o be here. 

EXAMINER STOGNER: I f t h e r e ' s n o t h i n g 

f u r t h e r i n Case No. 9880, t h i s case w i l l be taken 

under advisement. 

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 

5 

CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO 
) SS . 

COUNTY OF SANTA FE 

Carla Diane Rodriquez, C e r t i f i e d 

Shorthand Reporter and Notary P u b l i c , HEREBY CERTIFY 

t h a t the f o r e g o i n g t r a n s c r i p t of proceedings b e f o r e 

the O i l Conserv a t i o n D i v i s i o n was r e p o r t e d by me; t h a t 

I caused my notes t o be t r a n s c r i b e d under my p e r s o n a l 

s u p e r v i s i o n ; and t h a t the f o r e g o i n g i s a t r u e and 

accurate r e c o r d of the pr o c e e d i n g s . 

or employee of any of the p a r t i e s or a t t o r n e y s 

i n v o l v e d i n t h i s matter and t h a t I have no p e r s o n a l 

i n t e r e s t i n the f i n a l d i s p o s i t i o n of t h i s m a t t e r . 

I FURTHER CERTIFY t h a t I am not a r e l a t i v e 

WITNESS MY HAND AND SEAL March 2 1 , 1990. 

My commission e x p i r e s : May 25 , 1991 

I do hereby cerf.ify that the foregoing Is 
a complde rc-os -J of the proceeding? in 
the Exa .::K*» 'scaring of Case No, tfoa& 

Oil Conservation Division 

CUMBRE COURT REPORTING 
(505) 984-2244 


