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MR. CATANACH: Okay, w e ' l l c a l l 

next Case 9297, which i s the a p p l i c a t i o n of Penroc O i l 

Corporation f o r s a l t water d i s p o s a l , Lea County, New Mexico. 

Are there appearances i n t h i s 

case? 

MR. KELLAHIN: Yes, Mr. Exam­

i n e r . I'm Tom K e l l a h i n of Santa Fe, New Mexico, appearing 

on behalf of Penroc O i l Corporation and I have one witness 

to be sworn. 

MR. CATANACH: No other appear­

ances. W i l l the witness please stand and be sworn in? 

(Witness sworn.) 

MOHAMMED YAMIN MERCHANT, 

being c a l l e d as a witness and being duly sworn upon his 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q Mr. Merchant, f o r the record would you 

please s t a t e your name and occupation? 

A My name i s Mohammed Yamin Merchant. I'm 

co n s u l t i n g as w e l l as p r a c t i c i n g petroleum engineer based 
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out of Hobbs, New Mexico. 

Q What i s your r e l a t i o n s h i p w i t h the 

a p p l i c a n t , Penroc O i l Corporation, Mr. Merchant? 

A I am president and 100 percent 

stockholder of Penroc O i l . 

Q Have you pr e v i o u s l y t e s t i f i e d before the 

D i v i s i o n as a petroleum engineer? 

A Yes, s i r , I have. 

Q And pursuant to your ownership i n t e r e s t 

i n Penroc and your p r o f e s s i o n a l degree, have you made a 

study of the f a c t s surrounding t h i s a p p l i c a t i o n f o r a s a l t 

water disposal w e l l i n Lea County, New Mexico? 

A Yes, s i r , I have. 

MR. KELLAHIN: We tender Mr. 

Merchant as an expert petroleum engineer. 

MR. CATANACH: He i s so q u a l i ­

f i e d . 

Q Mr. Merchant, f o r informing the Examiner 

of where t h i s w e l l i s located , would you please u t i l i z e the 

p l a t which I've marked as E x h i b i t Number One and describe 

f o r the Examiner where t h i s w e l l i s located? 

A The subject w e l l , State "AF" No. 3, i s 

located i n the northwest quarter of the southwest quarter of 

Section 8, Township 18, Range 35, Lea County, New Mexico, as 

marked i n s i d e the h a l f mile radius on the map. 
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Q The advertisement f o r t h i s case g e n e r a l l y 

i d e n t i f i e s t h i s w e l l as being approximately three miles 

southeast of Buckeye, New Mexico. Is t h a t about r i g h t ? 

A Yes, s i r , i t i s c o r r e c t . 

Q And what i s the i d e n t i f i c a t i o n of the 

highway or the roadway t h a t l i e s t o the east of the w e l l l o ­

cation? I s t h a t a road? 

A Yeah, t h a t ' s the highway which runs from, 

oh, t h a t ' s j u s t a highway. I can't remember the highway 

number. 

Q I t ' s not a p i p e l i n e or anything. I t ' s — 

A No, no. 

Q - - a highway right-of-way? 

A No, I b e l i e v e i t ' s Highway 8. 

Q A l l r i g h t . 

A Yeah, i t ' s Highway 8. 

Q On t h i s p l a t you've i d e n t i f i e d two c i r ­

c l e s . One i s the 2-mile radius c i r c l e and the other i s the 

1/2-mile radius c i r c l e ? 

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

Q Did you prepare y o u r s e l f or cause to be 

prepared the Commission Form C-108 and the attachments? 

A Yes, s i r , I d i d . 

Q Let me d i r e c t your a t t e n t i o n then, Exhi­

b i t Two i s the Commission Form C-108. Let's r e f e r to Exhi-
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b i t Three, which i s the Commission Form C-103. Would you 

i d e n t i f y t h a t f o r us? 

A Yes. C-103, Form C-103, which i s a 

requirement by the OCD, shows our i n t e n t t o rework t h i s w e l l 

to a disposal w e l l from i t s c u r r e n t status and b a s i c a l l y 

o u t l i n e s the steps of what we need t o do t o get t o t h a t s t a ­

tus . 

Q Summarize f o r the Examiner what has been 

the h i s t o r y of the State "AFE" No. 3 Well. 

A The "AF" No. 3 was d r i l l e d and completed 

as an East Vacuum Wolfcamp producer by Texas P a c i f i c O i l 

Corporation and i t has produced over 50,000 b a r r e l s of o i l 

when i t was t e m p o r a r i l y abandoned i n the e a r l y seventies be­

cause of too much water. 

I t has been i n t h a t status ever since 

then u n t i l l a s t Thanksgiving we t e s t e d i t t o see what i t 

would do, and i t t e s t e d 8 b a r r e l s of o i l and 1000 b a r r e l s of 

water on a submersible pump out of the Wolfcamp. 

And t h a t ' s where i t stands today. 

Q Do you have an opinio n as t o whether or 

not t h i s wellbore can be f u r t h e r u t i l i z e d f o r commercial o i l 

or gas production? 

A Not i n t h i s zone. The w e l l , as we can 

see, i s watered out i n the Wolfcamp formation. The Devonian 

i s not very s t r u c t u r a l l y low and the Abo, which i s up above, 
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which i s above the Wolfcamp zone was t e s t e d and was noncom­

mercial by the previous operator. 

Q How do you propose t o u t i l i z e t h i s 

wellbore f o r disposal purposes? 

A Explain t o me a l i t t l e b i t . 

Q Yes, s i r . What formation w i l l you put 

the water in? 

A We w i l l be p u t t i n g the water i n the Wolf­

camp for m a t i o n , which — where i t i s p r e s e n t l y completed. 

Q And i s t h i s an open hole completion or 

through p e r f o r a t i o n s ? 

A No, i t i s a cased hole. 

Q Let's t u r n t o E x h i b i t Number Four and 

have — and I b e l i e v e t h a t ' s Part 3-A to the C-108. Would 

you i d e n t i f y t h a t information? 

A Yes. This e x h i b i t shows d i f f e r e n t casing 

sizes which were s e t , l i k e 13-3/8ths at 360 f e e t ; 9-5/8ths 

at 3876; and 5-1/2 production casing set a t 10,387, cemented 

w i t h 2440 sacks; the top of cement approximately at 1780 

f e e t from surface. 

Like I mentioned e a r l i e r , the w e l l was 

t e s t e d i n the Abo from 8714 t o 8770 and i t was noncommercial 

and the p e r f o r a t i o n s were squeezed w i t h 150 sacks. 

The w e l l was l a t e r completed i n the Wolf­

camp from 9883 to 9927 and, again, l i k e I mentioned e a r l i e r , 
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i t has made over 50,000 b a r r e l s of o i l and c u r r e n t l y we do 

about 8 b a r r e l s of o i l and 1000 b a r r e l s of water and i t ' s 

TA 'd. 

Q Turn t o E x h i b i t Number Five, Mr. Mer­

chant, and have you describe the c u r r e n t wellbore schematic 

as w e l l as the proposed wellbore schematic. 

A The wellbore sketch f o r the c u r r e n t shows 

the casing, d i f f e r e n t casing depths, 13-3/8ths, 9-5/8ths, 

and 5-1/2. 

I t also shows the p e r f o r a t i o n s i n the 

Wolfcamp from 9883 to 9927, which — where we propose to 

i n j e c t , and i t also shows the squeezed p e r f o r a t i o n s from 

8714 t o 8770. 

The proposed wellbore sketch shows 2-

7/8ths p l a s t i c - c o a t e d tubing set a t 9700 w i t h a p l a s t i c -

coated 2-7/8ths Model AD-1 packer, and w e ' l l be i n j e c t i n g 

i n t o the p r e s e n t l y open p e r f o r a t i o n s i n the Wolfcamp. 

Q Do you have an o p i n i o n , Mr. Merchant, as 

to whether the cement jobs i n t h i s w e l l adequately and 

e f f i c i e n t l y t i e back the cement from the p e r f o r a t i o n s on up 

to the surface? 

A As i s evident from these sketches of 

where the 9-5/8ths casing i s set and i t ' s cemented w i t h 2300 

sacks c i r c u l a t e d , and even on the production s t r i n g , the 

long s t r i n g , the cement i s a t 1780 f e e t from surface, I 
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don't see any problem. 

Q Okay. I n your opini o n i s the proposed 

method f o r u t i l i z a t i o n of t h i s wellbore f o r disposal purpose 

one which confines the disposable f l u i d s t o the p e r f o r a t e d 

i n t e r v a l and then i n t o the Wolfcamp formation? 

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

Q Do you see any p o t e n t i a l f o r 

contamination of f r e s h water sources i f there are any i n the 

area? 

A We're not aware of any f r e s h water sour­

ces i n the area. Even i f there was to be one, since i t ' s 

almost 10,000 f e e t deep, there i s no problem. 

Q Let's t u r n now, s i r , to E x h i b i t Number 

Six, which i s the w r i t t e n summary of a d d i t i o n a l i n f o r m a t i o n 

f o r the C-108. Would you -- you've already t a l k e d about 

some of the i n f o r m a t i o n on t h i s e x h i b i t . Would you describe 

f o r the Examiner the approximate d a i l y volumes you propose 

to dispose of i n t h i s w e l l ? 

A Yes. We'r'e looking at approximately 2-

to-3000 b a r r e l s a day. I would say 2000 and t h a t came from 

the o f f s e t t i n g producer where we were producing 24 — 1800 

to 2400 b a r r e l s of water a day. 

Q What w i l l be the source of t h a t water to 

be disposed of i n t h i s w e l l ? 

A The source of the water i s the w e l l i n 
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the lease, Well No. 1, which i s one l o c a t i o n due south of 

the proposed disposal w e l l . I t ' s c a l l e d the State "AF" No. 

1, which approximately four months ago was completed as a 

Devoniain producer. 

Q So i t ' s produced Devonian water t h a t w i l l 

be disposed of i n t o the p e r f o r a t i o n s i n the disposal w e l l . 

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

Q What i s the approximate maximum i n j e c t i o n 

pressure t o be used? 

A Well, we — we ran i n j e c t i v i t y t e s t s down 

the back side and i t was on strong vacuum throughout the 

t e s t a t 2-1/2 b a r r e l s a minute. Again, not having any ex­

perience i n what the Wolfcamp w i l l do, and looking at the 

data d u r i n g the i n j e c t i v i t y t e s t of maximum of 500 pounds 

should be p l e n t y at a l a t e r date. I n i t i a l l y I don't t h i n k 

w e ' l l see any pressures. 

Q Have you s a t i s f i e d y o u r s e l f , Mr. Mer­

chant, t h a t there are no geologic or engineering i n f o r m a t i o n 

a v a i l a b l e by which the shallow f r e s h water sands, i f there 

are any, might be connected t o the Wolfcamp foramtion? 

A Yes, s i r , I have. 

Q And what have you found? 

A We found t h a t f i r s t of a l l , there are no 

f r e s h water w e l l s i n the area. Fresh water i s present 

between 2-to-300 f e e t from surface and once again, we're i n -
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j e c t i n g a t approximately 9900 f e e t . So t h a t shouldn't be a 

problem w i t h the w e l l p r o p e r l y cemented. 

Q I b e l i e v e the next e x h i b i t , and I've l o s t 

t r a c k of the e x h i b i t numbers, perhaps i t ' s Six, i s a copy of 

the p o r t i o n of the log showing the Wolfcamp i n t e r v a l and 

then the p e r f o r a t i o n s i n the disposal w e l l . 

A l l r i g h t , s i r , would you i d e n t i f y and 

describe f o r us t h a t p o r t i o n of the log t h a t ' s before you as 

E x h i b i t Number Six? 

A Mr. Examiner, t h i s i s a copy of the 

acoustic log through the Wolfcamp s e c t i o n . The p e r f o r a t i o n s 

are marked from the i n t e r v a l 9883 to 9927, and t h a t ' s the 

only log a v a i l a b l e on t h a t lease t o my knowledge. 

Q Let's now d i r e c t your a t t e n t i o n , Mr. Mer­

chant, t o E x h i b i t E i g h t , Nine, and Ten, which are simply 

three separate pages upon which you have l i s t e d the various 

i n f o r m a t i o n s of those w e l l s t h a t are w i t h i n the h a l f mile 

radius of the disposal w e l l ? 

A That i s c o r r e c t . S t a r t i n g w i t h the Pen­

roc O i l Corporation State "AF" No. 1, the Devonian producer, 

i t b a s i c a l l y l i s t s the casing, where the casing i s set and 

the weight and the cement, and some cementing i n f o r m a t i o n on 

a l l the w e l l s w i t h i n the h a l f mile radius w i t h the exception 

of two w e l l s which I wasn't — I d i d not know t h a t we have 

not f u r n i s h e d the i n f o r m a t i o n w i t h t h i s package. 



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 

12 

One of them i s i n Section 10 — I'm get­

t i n g ahead of myself, I t h i n k , what e x h i b i t have you marked 

t h i s l a s t page? 

You want me to go through each well? 

This e x h i b i t b a s i c a l l y gives a l l the 

d e t a i l s , l i k e I s a i d , f o r cement, cement jobs, casing, and 

p e r f o r a t i o n s f o r the producing w e l l s as w e l l as the plugged 

w e l l s . 

Q A l l r i g h t . Let's take the producing 

w e l l s . Have you i d e n t i f i e d w i t h i n the h a l f mile radius a l l 

the c u r r e n t producing w e l l s t h a t penetrate through the Wolf­

camp formation? 

A We've not only i d e n t i f i e d a l l the w e l l s 

which penetrate through the Wolfcamp formation but also 

which do not penetrate through the Wolfcamp formation. 

Q Okay. You mentioned t h a t you thought 

there had been two w e l l s omitted from the t a b u l a t i o n ? 

A There are i n the t a b u l a t i o n a f t e r the 

skectches, Mr. Examiner. 

Q A l l r i g h t , l e t ' s come to those i n a 

minute, then, Mr. Merchant. 

A Okay. 

Q By looking at E x h i b i t s Eight, Nine, and 

Ten, based upon t h a t i n f o r m a t i o n on those e x h i b i t s , do you 

f i n d any of t h a t i n f o r m a t i o n t o cause you t o be l i e v e t h a t 
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any of those w e l l s are completed i n such a way t h a t they 

w i l l serve as a source by which water disposed of i n the 

Wolfcamp can migrate out of the Wolfcamp and go up i n t o some 

shallower zone, perhaps i n the O g a l l a l a , a t the 2-to-250 

f o o t i n t e r v a l ? 

A No, I don't. Once again, reviewing a l l 

the casing and cementing i n f o r m a t i o n on present producing as 

w e l l as plugged w e l l s , a l l the cement jobs have been done 

p r o p e r l y , so I do not f e e l t h a t t h a t w i l l be any problem. 

Q Do you f i n d any of the w e l l s — i d e n t i f y 

f o r us any w e l l s t h a t produce from the same i n t e r v a l as the 

disposal i n t e r v a l . 

A There aren't any. 

Q Okay. So do you have an opinio n as to 

whether or not there i s any p o t e n t i a l t o have the disposal 

water adversely a f f e c t production from the Wolfcamp? 

A No. The Wolfcamp i n the State "AF" No. 2 

was t e s t e d and i t was dry and t h a t was the only w e l l we know 

which was t e s t e d i n the Wolfcamp besides the "AF" No. 3. 

I t ' s a one-well r e s e r v o i r , to my knowledge. 

Q Okay. Let's t u r n , then, t o the schematic 

on E x h i b i t Eleven, which i s the Getty O i l Company State "AN" 

No. 8 Well. This i s one of the plugged and abandoned w e l l s 

w i t h i n the h a l f mile radius? 

A This i s one of the plugged and abandoned 
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w e l l s . I t ' s located southwest of our proposed disposal w e l l 

and i t was o r i g i n a l l y a Devonian w e l l as shown on the 

sketch, completed from 11,615 t o 11,660. I t has watered out 

and i t was l a t e r plugged, and i t has been plugged p r o p e r l y . 

Q Turn now to E x h i b i t Twelve, which i s the 

Getty O i l Company State "AN" No. 9 Well. 

A State "AN" No. 9 Getty O i l Company have a 

s i m i l a r h i s t o r y ; was completed i n the Devonian, produced and 

i t watered out, and i t was plugged and abandoned p r o p e r l y by 

Getty. 

Q Now l e t ' s t u r n to E x h i b i t T h i r t e e n , which 

i d e n t i f i e s three w e l l s and have you provide the Examiner 

w i t h the supplemental i n f o r m a t i o n as t o two of those w e l l s . 

F i r s t of a l l , what's the purpose of Exhi­

b i t Thirteen? 

A Okay, the E x h i b i t Thirteen shows the ad­

d i t i o n a l three w e l l s which i s w i t h i n t h a t h a l f a mile radius 

of — the ARCO O i l and Gas Company Well, Lea 407 State No. 

4, which i s two l o c a t i o n s south of our proposed disposal 

w e l l and one l o c a t i o n south of our pr e s e n t l y producing 

Devonian w e l l . 

I t ' s producing from the Abo Reef p e r f o r a ­

t i o n s 8807 t o 8882. 

The other two w e l l s l i s t e d on the same 

e x h i b i t , the f i r s t one, Getty O i l Company State "AN" No. 10, 
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has been plugged and abandoned, and the second one, Bishop 

Canyon Uranium Corporation Hookin B u l l No. 1, i t has also 

been plugged and abandoned r i g h t a f t e r i t was d r i l l e d . 

Q These are two P&A'd w e l l s t h a t are w i t h i n 

the h a l f mile radius? 

A They are w i t h i n the h a l f a mile r a d i u s . 

We f a i l e d u n t i l about three hours ago, f a i l e d t o include any 

i n f o r m a t i o n i n terms of sketches and what not on these two 

w e l l s . Right before the hearing I c a l l e d the O i l Commission 

o f f i c e i n Hobbs and got a l l the d e t a i l s on the d r i l l i n g and 

completion as w e l l as plugging i n f o r m a t i o n . 

MR. KELLAHIN: With your per­

mission, Mr. Examiner, may we subsequent t o the hearing sub­

mit the schematics on each of these? 

MR. CATANACH: Yes, s i r . 

Q We should have you do t h a t l a t e r , Merch. 

A Okay. 

Q Let's t u r n to Fourteen, s i r , and have you 

i d e n t i f y t h i s e x h i b i t f o r us. 

A This e x h i b i t i s a water analysis done by 

H a l l i b u r t o n i n Hobbs. 

The f i r s t one i s from a f r e s h water w e l l . 

I t ' s not w i t h i n the area but t h a t ' s the c l o s e s t one on the 

Lee Ranch, and the second one i s from the Devonian w e l l , 

State "AF" No. 1, which w e ' l l be i n j e c t i n g , or the water 
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from the Devonian w i l l be disposing from the Wolfcamp forma­

t i o n . 

Q This again comports w i t h requirements of 

the C-108 f o r submission of water a n a l y s i s . 

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

Q A l l r i g h t , and f i n a l l y , i d e n t i f y f o r us 

E x h i b i t F i f t e e n , which i s c e r t i f i e d r e t u r n cards. 

A E x h i b i t F i f t e e n i s barely a copy of the 

c e r t i f i e d mail sent t o a l l the o f f s e t operators, as w e l l as 

the surface owner, on t h i s lease. 

Q And f o r the record, who i s the surface 

owner? 

A The surface owner on t h i s lease i s Lee 

C a t t l e Company, which i s R. D. Lee and B i l l Lee of 

Lovington, New Mexico. 

Q Have you obtained documentation to your 

s a t i s f a c t i o n , Mr. Merchant, t h a t allows you to u t i l i z e t h i s 

w e l l f o r the disposal of produced water? 

A From the landowners? 

Q Yes, s i r . 

A A c e r t i f i e d copy of t h i s a p p l i c a t i o n was 

f u r n i s h e d t o the Lees. We have not obtained any w r i t t e n 

permission, but I don't see t h a t as a problem because 

they've already given me approval and i f a w r i t t e n 

permission i s r e q u i r e d , we w i l l do so. 
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MR. KELLAHIN: That concludes 

my examination of Mr. Merchant. 

We would move the i n t r o d u c t i o n 

of E x h i b i t s One through F i f t e e n . 

MR. CATANACH: E x h i b i t s One 

through F i f t e e n w i l l be admitted i n t o evidence. 

CROSS EXAMINATION 

BY MR. CATANACH: 

Q Mr. Merchant, you intend t o use the w e l l 

only f o r disposal of your Devonian produced water? 

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

Q Do you know of any problems t h a t you 

might encounter mixing the Devonian and Wolfcamp produced 

water? 

A I don't know of any. I r e a l l y don't see 

why we would have a problem. Of course, there might be a 

l i t t l e scale associated w i t h i t , which i s p r e t t y t y p i c a l 

when you mix two waters, and w e ' l l have continuous scale i n ­

h i b i t i o n going downhole, l i k e we do any other place. 

Q Now you l i s t e d a l l the w e l l s on E x h i b i t 

Number Nine and those are w e l l s w i t h i n a h a l f mile t h a t 

don't penetrate the Wolfcamp, I guess. 

Did you look a t the w e l l c o n s t r u c t i o n , 

those w e l l c o n s t r u c t i o n s , casing and cementing and a l l ? 
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A Yeah, we don't have a sketch, as such, on 

each one of them but v/e do — we d i d look at the — a l l the 

casings and way they're set and the cementing i n f o r m a t i o n i n 

each one of them. 

Q I don't have t h a t . I t ' s the one t h a t ' s 

got the Texaco, P h i l l i p s , Energy Reserves — 

MR. KELLAHIN: These are a l l 

too shallow. 

MR. CATANACH: Well, I r e a l i z e 

t h a t . 

A Okay, I see what you're saying. 

Q I was j u s t making sure you looked at them 

and — 

A Yeah, we — we have — I d i d look at i t , 

or we d i d look a t i t , and they a l l have been p r o p e r l y cemen­

ted. They are mostly — most of them are f a i r l y new w e l l s . 

Q Okay. 

A They're a l o t newer than the "AF" lease 

and because of the h i s t o r y of problems i n the Buckeye area, 

almost everybody has cemented casing to surface. 

Q Okay. 

A Or brought i t up p r e t t y high. 

Q And there's probably l i t t l e chance of 

of water going from the Wolfcamp i n t o the Abo. What's your 

opin i o n on th a t ? 
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A F i r s t of a l l , on the "AF" 3, the proposed 

disposal w e l l , again we are very c o n f i d e n t on our cement job 

and second, the o f f s e t t i n g Abo w e l l s do have proper cement 

job through the pay i n t e r v a l . 

And the cement, l i k e I mentioned e a r l i e r , 

cement i s brought — has been brought up s u b s t a n t i a l l y 

higher. I don't see t h a t as a problem. 

Q Looking a t your E x h i b i t Number Eleven, 

which i s the Getty State "AN" No. 8, i t seemed t o me t h a t 

the annulus down below 5190 would be open. I s t h a t how you 

perceive t h a t completion? 

A Yes, from — from 5100 f e e t up, from 3458 

to 5190, except you got cement plugs stubs below the base of 

the 9-5/8ths and above the 4-1/2 casing stub. 

Q But you would s t i l l have an open annulus 

from 5190 down t o , w e l l , at l e a s t across your i n j e c t i o n 

i n t e v a l , i s t h a t r i g h t ? 

A Well, no, because you have — l e t me see 

f o r a second here. Well, i t ' s cemented; your casing — the 

casing on both 2-7/8ths and 4-1/2 i s cemented from t h a t 

depth from 5190 down. That's why they d i d n ' t p u l l i t . 

See you had 2-7/8ths, 6.4 — 

Q Okay, I hadn't noticed t h a t . 

A That's 1490 sacks of cement. 

MR. CATANACH: I t h i n k t h a t ' s 
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a l l the questions I have of the witness. 

I s there anything f u r t h e r i n 

Case 9297? 

MR. KELLAHIN: No, s i r . 

MR. CATANACH: I f not, i t w i l l 

be taken under advisement. 

(Hearing concluded.) 
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C E R T I F I C A T E 

I , SALLY W. BOYD, C.S.R., DO HEREBY 

CERTIFY t h a t the foregoing T r a n s c r i p t of Hearing before the 

O i l Conservation D i v i s i o n (Commission) was reported by me; 

t h a t the said t r a n s c r i p t i f a f u l l , t r u e , and c o r r e c t record 

of the hearing, prepared by me t o the best of my a b i l i t y . 


