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1 CHAIRMAN BAILEY: This i s a meeting of the 

2 O i l Conservation Commission on Thursday, February 23rd, 

3 i n Porter H a l l i n Santa Fe, New Mexico. 

4 To my r i g h t i s Commissioner Scott Dawson, 

5 designee of the Commissioner of Public Lands. To my l e f t 

6 i s Bob Balch, Dr. Robert Balch, designee of the Secretary 

7 of Energy, Minerals and Natural Resources. I am Jami 

8 Bailey, D i r e c t o r of the O i l Conservation D i v i s i o n . 

9 We w i l l be f i r s t hearing the minutes and then 

10 c a l l the C&D case. We'll go i n t o executive session and 

11 d e l i b e r a t e t h a t case, come back out of executive session 

12 and announce our f i n d i n g s . And we ask f o r a l l attorneys 

13 t o provide d r a f t orders f o r Commission Counsel, who i s 

14 B i l l Brancard today. 

15 Then we w i l l hear the Targa case and go i n t o 

16 executive session t o d e l i b e r a t e t h a t case, and then come 

17 back out and discuss the O i l Conservation D i v i s i o n ' s 

18 a p p l i c a t i o n f o r re-hearing of a r u l e amendment. So 

19 t h a t ' s our agenda f o r today i f you want t o gauge your 

20 p a r t i c i p a t i o n accordingly. 

21 Have the Commissioners had a chance t o read 

22 the minutes of the previous hearing? 

23 COMMISSIONER DAWSON: I have. 

24 COMMISSIONER BALCH: I have. 

25 CHAIRMAN BAILEY: Do I hear a motion t o 
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1 adopt the minutes of the hearing? 

2 COMMISSIONER BALCH: I ' l l make a motion. 

3 COMMISSIONER DAWSON: I ' l l second. 

4 MR. BRANCARD: Madam Chair, i f I may make 

5 a proposed change? On the f i r s t paragraph i t reads, ,"The 

6 meeting was c a l l e d t o order of the minutes of the 

7 December 8th" -- t h a t should be 2011, not 2012 meeting. 

8 CHAIRMAN BAILEY: I'm glad you caught 

9 t h a t . I t seems l i k e we're always very aware of i t at the 

10 very beginning of the year. With t h a t amendment, do we 

11 get adoption of the r e s t of the minutes? 

12 COMMISSIONER DAWSON: I ' l l motion. 

13 CHAIRMAN BAILEY: A l l those i n favor? 

14 I w i l l s ign on behalf of the Commission, w i t h 

15 the change t o be recorded by the Commission Counsel. 

16 I would l i k e t o c a l l Case Number 14055, 

17 A p p l i c a t i o n of C&D Management Company t o re-open Case 

18 Number 14055, i n Eddy County, New Mexico. 

19 I understand t h a t the primary witness f o r C&D 

20 w i l l be a t t e n d i n g by telephone? 

21 MR. BRUCE: That i s c o r r e c t . 

22 CHAIRMAN BAILEY: And t h a t opposing 

23 counsel has no objection? 

24 MR. SWAZO: Correct. 

25 CHAIRMAN BAILEY: I f you'd l i k e t o be sure 
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1 i s returned. As I said, the D i v i s i o n w i l l hold o f f on 

2 plugging d u r i n g t h a t p e r i o d of time. 

3 MR. BRUCE: What time frame would you l i k e 

4 proposed f i n d i n g s and conclusions? 

5 CHAIRMAN BAILEY: Three weeks? 

6 MR. BRANCARD: That would be f i n e . 

7 CHAIRMAN BAILEY: Okay. 

8 MR. BRANCARD: I f you could, there was a 

9 l i t t l e b i t of some questions about which w e l l s are i n 

10 which s t a t u s , i f you could o u t l i n e t h a t i n the f a c t s and 

11 put i n f i n d i n g s about which w e l l s were plugged and the 

12 costs r e l a t e d t o t h a t so we have a d o l l a r amount. 

13 MR. BRUCE: Thank you, Commissioners. 

14 CHAIRMAN BAILEY: Okay. 

15 MR. SWAZO: Thank you. 

16 CHAIRMAN BAILEY: Okay. Next we c a l l Case 

17 Number 14575, which i s the motion of Targa Midstream 

18 Services, LLC, t o reopen case t o o f f e r proof of 

19 completion and r e s u l t s of pressure t e s t i n g . 

20 C a l l f o r appearances? 

21 MR. SCOTT: Madam Chair, W i l l i a m Scott f o r 

22 Targa 

23 MS. GERHOLT: G a b r i e l l e Gerholt on behave 

24 of the O i l Conservation D i v i s i o n . 

25 Madam Chair, may we have a few moments t o 
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1 adjust the t a b l e so t h a t we have a c l e a r view t o the 

2 p r o j e c t o r screen? 

3 CHAIRMAN BAILEY: Yes. Sha l l we give you 

4 about 10 minutes? 

5 MR. SCOTT: That would be good. 

6 (A recess was taken.) 

7 CHAIRMAN BAILEY: Let's j u s t go back on 

8 the record. Okay. We've had appearances. How about 

9 opening statements? 

10 MR. SCOTT: Thank you, Madam Chair. Very 

11 b r i e f l y . 

12 Madam Chair, members of the Commission. My 

13 name i s W i l l i a m Scott. I represent Targa Midstream 

14 Services, LLC. I have w i t h me today two representatives 

15 from the company, Cal Wrangham and James Lingnau. 

16 On December 20, 2010, t h i s Commission entered 

17 Number Order R-12809-C, which authorized Targa t o 

18 recomplete the Eunice Saltwater Disposal Well t o permit 

19 i n j e c t i o n of produced water, processing p l a n t wastewater 

2 0 and ac i d gas i n t o the San Andres formation at an open 

21 hole depth from 4,250 t o 4,850 f e e t below the surface. 

22 I n t h a t order, the Commission d i r e c t e d t h a t 

23 Targa would have t o f i l e a motion t o reopen t h i s case 

24 w i t h i n one year i n order t o come back before the 

25 Commission and present evidence t h a t i t has completed the 

PAUL BACA PROFESSIONAL COURT REPORTERS 
8d8e7d68-63a7-43b5-adab-3a91ac7eeb28 



Page 32 

1 w e l l i n accordance w i t h the terms of the order, t h a t i t ' s 

2 operating the w e l l i n accordance w i t h the terms of t h a t 

3 order, and t o present evidence of pressure t e s t i n g t o 

4 determine the extent of plume propagation and t o set a 

5 . time l i m i t f o r i n j e c t i o n i n t o t h i s w e l l . 

6 On October 27th of l a s t year, Targa t i m e l y 

7 submitted i t s motion t o reopen the case and t o present 

8 evidence and t h i s hearing was scheduled. 

9 At today's hearing, Targa w i l l demonstrate 

10 several p o i n t s . F i r s t , Targa w i l l show t h a t i t has 

11 completed the Eunice AGI w e l l i n accordance w i t h the 

12 terms of order and i s operating the w e l l i n accordance 

13 w i t h a l l the d i c t a t e s of Order R-12809-C. 

14 Second, Targa w i l l demonstrate t h a t i n 

15 accordance w i t h the Commission order and under the 

16 d i r e c t i o n of the D i v i s i o n ' s Hobbs D i s t r i c t O f f i c e , Targa 

17 re-entered the Langlie M a t t i x Penrose Sand Unit Well 

18 Number 252, d r i l l e d out e x i s t i n g plugs t o a depth of 

19 4,073 f e e t and plugged back t h a t w e l l t o 3,700 f e e t . 

20 T h i r d , Targa w i l l present the r e s u l t s of a 

21 v a r i e t y of t e s t s conducted on the w e l l , i n c l u d i n g 

22 pressure t r a n s i e n t t e s t i n g and w i l l present c a l c u l a t i o n s 

23 showing t h a t the extent of plume'propagation w i l l not 

24 reach beyond a h a l f mile i n 30 years and t h a t 30 years i s 

25 an appropriate time l i m i t f o r i n j e c t i o n i n t o t h i s w e l l . 
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1 F i n a l l y , Targa w i l l demonstrate t h a t i t should 

2 be authorized t o increase the operating pressure on the 

3 w e l l from the curr e n t 1,300 p s i g t o 1,600 ps i g , and Targa 

4 should be allowed t o p e r f o r a t e the casing from 4,210 t o 

5 4,250 f e e t and t o i n j e c t i n t o t h a t i n t e r v a l . That w i l l 

6 provide an a d d i t i o n a l 40 f e e t of good i n j e c t i o n r e s e r v o i r 

7 and w i l l s t i l l leave a 250-foot b u f f e r between t h a t and 

8 the bottom of the Grayburg formation. 

9 We have as our f i r s t witness t h i s morning 

10 Mr. A l b e r t o G u t i e r r e z . 

11 CHAIRMAN BAILEY: Please stand and be 

12 sworn. I p r e f e r t o swear i n witnesses one at a time. 

13 (One witness sworn.) 

14 ALBERTO GUTIERREZ 

15 Having been f i r s t d uly sworn, t e s t i f i e d as f o l l o w s : 

16 DIRECT EXAMINATION 

17 BY MR. SCOTT: 

18 Q. Could you s t a t e your f u l l name please, s i r ? 

19 A. Yes. My name i s A l b e r t o Gutierrez. 

20 Q. Could you describe your educational 

21 background, please? 

22 A. Yes. I have a bachelor's degree i n 

23 geomorphology and a master's i n geology from UNM i n 1980. 

24 Q. Okay. And could you describe your work 

25 background f o r us, please? 
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1 A. Yes. I'm a r e g i s t e r e d p r o f e s s i o n a l g e o l o g i s t , j 

2 petroleum g e o l o g i s t and hydrogeologist. And I have 

3 worked since about 1975 on a v a r i e t y of environmental and j 

4 petroleum geology p r o j e c t s . 

5 I am the president of Geolex, Incorporated, 

6 which i s an environmental and geologic and engineering 

7 c o n s u l t i n g f i r m . And I've been working on t h i s Targa 

8 matter f o r several years. 

9 Q. And have you t e s t i f i e d as an expert witness 

10 before t h i s Commission previously? 

11 A. Yes. \ 

12 Q. On what kinds of matters? 

13 A. On ac i d gas i n j e c t i o n permit a p p l i c a t i o n s , on 

14 various environmental matters r e l a t e d t o o i l and gas j 

15 a c t i v i t i e s . J 

16 Q. Approximately how many ac i d gas i n j e c t i o n w e l l 1 

17 p r o j e c t s have you worked on altogether? J 

18 A. Probably on the order of about a dozen. 

19 Q. Are a l l of those i n New Mexico? j 

2 0 A. No. 

21 Q. Where else have you worked on those p r o j e c t s ? j 

22 A. I've worked on w e l l s i n Texas, i n Michigan, 

23 and i n A l b e r t a . j 

24 MR. SCOTT: A l l r i g h t . Madam Chair, I 

25 would move the Commission accept Mr. Gutierrez as an 
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expert g e o l o g i s t and hydrogeologist. 

2 CHAIRMAN BAILEY: Any objection? 

3 MS. GERHOLT: No o b j e c t i o n . 

4 CHAIRMAN BAILEY: He's so admitted. 

5 Q. (By Mr. Scott) Mr. Guti e r r e z , could you take 

6 a look at t h a t notebook t h a t I put i n f r o n t of you. I t ' s 

7 labeled Targa E x h i b i t 1. Do you recognize t h a t document? 

8 A. Yes, s i r . 

9 Q. What i s that? 

10 A. This i s the end-of-well r e p o r t f o r the 

11 recompletion of the Targa Eunice SWD Number 1. This i s a 

12 r e p o r t which, r e a l l y , the Commission doesn't -- or the 

13 D i v i s i o n doesn't r e q u i r e a s p e c i f i c r e p o r t l i k e t h i s , but 

14 we make i t a p r a c t i c e t o put these r e p o r t s together when 

15 we complete a c i d gas w e l l s so t h a t a l l of the i n f o r m a t i o n 

16 associated w i t h t h a t p a r t i c u l a r w e l l through the date 

17 when i t was completed i s i n one handy place f o r the 

18 D i v i s i o n and f o r our c l i e n t . 

19 Q. Could you j u s t summarize q u i c k l y what i s i n 

20 t h a t notebook? 

21 A. Yes. B a s i c a l l y and t h i s one i s a l i t t l e 

22 d i f f e r e n t i n t h a t i t has an added s e c t i o n on r e s e r v o i r 

23 c h a r a c t e r i z a t i o n and modeling which was r e a l l y responsive 

24 t o the requirements of the Commission t o do some 

25 a d d i t i o n a l t e s t i n g and modeling of t h i s p a r t i c u l a r w e l l . 
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1 But b a s i c a l l y , i t has a d e s c r i p t i o n of the 

2 design of the w e l l and what was done t o o r i g i n a l l y permit 

3 the w e l l and t o design the w e l l . I t has a synopsis of 

4 the ac t u a l d r i l l i n g and completion of the w e l l . , 

5 I n t h i s case, i t was a d r i l l - o u t and 

6 recomplete p r o j e c t . I t has some basic i n f o r m a t i o n on the 

7 l o c a l geology and hydrogeology. As I mentioned, t h i s one 

8 i n p a r t i c u l a r has a l l the r e s e r v o i r c h a r a c t e r i z a t i o n and 

9 modeling t h a t was done f o r t h i s w e l l . 

10 I t also has a l l of the f i l i n g s t h a t have been 

11 done f o r the D i v i s i o n through the pe r i o d of time when 

12 t h i s r e p o r t was put together and has copies of e l e c t r o n i c 

13 copies of a l l of the logs associated w i t h the w e l l . 

14 Q. Now, i f you could look at E x h i b i t 2 t h a t I put 

15 i n f r o n t of you. Do you recognize t h a t document? 

16 A. Yes. This i s the PowerPoint pr e s e n t a t i o n 

17 which we w i l l be seeing i n today's hearing, less the f a c t 

18 t h a t there have been a couple of e i t h e r typographical 

19 c o r r e c t i o n s or c o r r e c t i o n s t h a t r e s u l t e d from the meeting 

2 0 t h a t we had on Monday w i t h OCD t h a t I've incorporated 

21 i n t o the p r e s e n t a t i o n t h a t y o u ' l l a c t u a l l y be seeing. I 

22 don't t h i n k i t ' s r e f l e c t e d i n t h i s copy, but I have made 

23 a v a i l a b l e a re v i s e d v e r s i o n t h a t w i l l be consistent w i t h 

24 what t h i s i s . But there's no substantive r e v i s i o n s . 

25 Q. Does t h a t PowerPoint p r e s e n t a t i o n summarize 
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1 the p e r t i n e n t i n f o r m a t i o n from the notebook which i s 

2 i d e n t i f i e d as Targa E x h i b i t 1? 

3 A. Yes. And i t has one a d d i t i o n a l s l i d e t h a t was 

4 added as a r e s u l t of the meetings t h a t we had w i t h OCD 

5 and i n reviewing the D i v i s i o n ' s prehearing statement. 

6 Q. And then i f you could look at what we've 

7 labeled as E x h i b i t s 3A through 3D. Do you recognize 

8 those documents? 

9 A. Yes. 

10 Q. What are those documents? 

11 A. These documents are e s s e n t i a l l y the h i s t o r y of 

12 i n j e c t i o n pressure and annular pressure i n the w e l l , as 

13 w e l l as a p r i n t o u t of a l l of the ho u r l y data since the 

14 w e l l i n i t i a l l y began i n j e c t i o n from e a r l y August or 

15 mid-August, I'm sor r y , through about a week ago. 

16 Q. And E x h i b i t s 3A, 3B and 3C, those are charts 

17 t h a t you prepared? 

18 A. Yes, indeed. These are charts t h a t are 

19 prepared based on the data t h a t are included here. 

2 0 Q. That's the data i n 3D? 

21 A. Yes. 

22 Q. And Mr. Gut i e r r e z , are you f a m i l i a r w i t h the 

23 Commission's Order R-12809-C? 

24 A. Yes. 

25 Q. Did you review t h a t i n connect ion w i t h your 

PAUL BACA PROFESSIONAL COURT REPORTERS 
8d8e7d68-63a7-43b5-adab-3a91ac7eeb28 



Page 38 

1 work on t h i s matter and i n connection w i t h p r e p a r a t i o n of 

2 today's hearing? 

3 A. Yes, I d i d . That order i s what l a i d out the 

4 requirements t h a t the Commission expected of Targa as a 

5 r e s u l t of recompleting t h i s w e l l . And I used t h a t order 

6 b a s i c a l l y as a c h e c k l i s t , t o make sure t h a t we got 

7 everything done t h a t had t o be done i n order t o put the 

8 w e l l back i n t o s e r v i c e . 

9 Q. So i f we could then t u r n t o your PowerPoint 

10 p r e s e n t a t i o n . I f you could s t a r t t a k i n g us through t h a t , 

11 please. 

12 A. Sure. The goal of the p r e s e n t a t i o n and the 

13 goal of the reopening of t h i s hearing i s t o b a s i c a l l y 

14 demonstrate t o the Commission t h a t Targa has complied 

15 w i t h the requirements of the order i n the recompletion of 

16 the Eunice Gas Plant SWD Number 1. Furthermore, t h a t 

17 Targa has conducted the s p e c i f i c t e s t i n g and analyses 

18 t h a t were re q u i r e d by the Commission and t h a t would 

19 support our three requests which we are making of the 

20 Commission t o modify the order. 

21 " The f i r s t request, as Mr. Scott s t a t e d 

22 e a r l i e r , i s t o authorize the i n j e c t i o n f o r a l i f e s p a n of 

23 at l e a s t 3 0 years f o r the Eunice Gas Plant SWD Number 1; 

24 second, t o e s t a b l i s h a new maximum allowable operating 

25 pressure f o r the a n t i c i p a t e d mixture of TAG and water 
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1 t h a t would be 1,600 p s i g , and t h a t i s supported by the 

2 ste p - r a t e t e s t t h a t was witnessed by the D i v i s i o n and was 

3 performed on the w e l l ; and then t o authorize p e r f o r a t i o n 

4 of an a d d i t i o n a l i n t e r v a l , about 40 fe e t of the upper 

5 p o r t i o n of the w e l l above the open hole, t o provide some 

6 a d d i t i o n a l thickness of the r e s e r v o i r and some a d d i t i o n a l 

7 p o r o s i t y t h a t could reduce the u l t i m a t e size of the plume 

8 a f t e r 30 years. 

9 Now, c u r r e n t l y , I don't t h i n k Targa has 

10 s p e c i f i c plans t o p e r f o r a t e t h a t zone. But what we are 

11 asking f o r i s the a b i l i t y t o do t h a t should i t become 

12 necessary i n the f u t u r e . 

13 Okay. So l e t ' s go through -- I've got a l i s t 

14 of a l l of the items t h a t were r e q u i r e d by the order, and 

15 I want t o go through and p o i n t out f o r the Commission 

16 where a l l of the i n f o r m a t i o n t h a t documents t h a t we have 

17 complied w i t h those requirements. 

18 The f i r s t i s t h a t the w e l l was completed 

19 according t o the s p e c i f i c design and s p e c i f i c a t i o n s t h a t 

20 were r e q u i r e d by the order, and t h a t i s included i n the 

21 various C-103s and C-105s t h a t were submitted during the 

22 workover and completion of the w e l l . Those are located 

23 i n Appendix D i n t h i s end-of-well r e p o r t . 

24 Q. So we're c l e a r , when you mention the 

25 end-of-well r e p o r t , t h a t what's been i d e n t i f i e d --
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1 A. That's E x h i b i t 1. 

2 Q. Thank you. 

3 A. The second i s t h a t the Commission required 

4 t h a t the D i v i s i o n approve the H2S contingency plan t h a t 

5 was submitted by Targa p r i o r t o i n i t i a t i n g the i n j e c t i o n , 

6 and t h a t has been done. 

7 Furthermore, there were o r i g i n a l C-115 f i l i n g s 

8 t h a t had been submitted p r i o r t o the i n i t i a l hearing by 

9 Targa t h a t needed some c o r r e c t i o n s based on the u n i t s 

10 t h a t were included. And we have f i l e d proof t h a t those 

11 f i l i n g s have been corrected, and those are also included 

12 i n the end-of-well r e p o r t , also, subsequent f i l i n g s f o r 

13 the r e i n i t i a t i o n of i n j e c t i o n i n t o the w e l l . 

14 I want t o make a p o i n t t h a t p r i o r t o our l a s t 

15 hearing, we had already c o r r e c t e d those C-115 f i l i n g s so 

16 t h a t -- we're j u s t having a d d i t i o n a l documentation here. 

17 Secondly, the proof t h a t the remedial work on 

18 the Langlie M a t t i x w e l l , i n other words, the t a k i n g out 

19 of the lead wool t h a t was i n the bottom of t h a t w e l l and 

20 the improper plugging of t h a t w e l l has been completed and 

21 t h a t the w e l l has been replugged t o 3,700 f e e t and now 

22 has no longer a p o t e n t i a l t o be exposed t o the top of the 

23 San Andres formation. 

24 Secondly, the open hole logs which were done 

25 of t h i s w e l l and s p e c i f i c a l l y the d e t a i l e d microimager 
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1 l o g t h a t was done of the w e l l as per the requirements of 

2 the order are also included i n the end-of-well r e p o r t . 

3 Also, i n Number 6, the r e s e r v o i r t e s t s which 

4 were re q u i r e d traced both a t r a c e r and temperature 

5 i n j e c t i o n survey and a pressure t r a n s i e n t t e s t as w e l l as 

6 a step-rate t e s t . The r e s u l t s of a l l those are discussed 

7 i n Section 6 of E x h i b i t 1 and have f u r t h e r r e p o r t s and 

8 d e t a i l s i n the Appendix L. 

9 I n a d d i t i o n , there were two MITs completed i n 

10 the w e l l . The w e l l had an MIT completed s h o r t l y a f t e r 

11 the recompletion i n Ju l y . Then when the surface 

12 f a c i l i t i e s were brought o n l i n e and the w e l l i n i t i a l l y 

13 s t a r t e d i n j e c t i o n i n September or end of August, i t was 

14 discovered t h a t there was a packer seal leak i n the w e l l 

15 and t h a t i n j e c t i o n was ceased u n t i l t h a t packer seal leak 

16 could be replaced or the packer seals were redressed and 

17 t h a t could be f i x e d . And t h a t was i n September of 2011. 

18 September 21st, as a matter of f a c t , was the completion 

19 of t h a t . And there was another MIT performed at th a t 

20 time before the w e l l was brought back o n l i n e . 

21 We also have i n E x h i b i t 3 the readings from 

22 the pressure gauges which are re q u i r e d f o r measuring the 

23 i n j e c t i o n of a c i d gas and wastewater i n t o the w e l l , and 

24 we w i l l discuss those i n t h i s p r e s e n t a t i o n . Also, our 

25 c a l c u l a t i o n f o r the time i t w i l l take the acid gas plume 
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1 t o reach h a l f a mile from the disposal w e l l , t h a t i s 

2 included i n E x h i b i t 1, Section 6.6. I t ' s also going t o 

3 be d e t a i l e d i n t h i s p r e s e n t a t i o n . 

4 And then a request based on the step-rate t e s t 

5 f o r the s e t t i n g of an MAOP. The o r i g i n a l order set a 

6 temporary MAOP of 1,3 00, and t h i s i s t o set an MAOP based 

7 on the a c t u a l a n t i c i p a t e d mixture of TAG and water t h a t 

8 w i l l be introduced i n t o the w e l l . And l a s t l y , the 

9 request t o p e r f o r a t e t h i s a d d i t i o n a l 40 f e e t at the upper 

10 p o r t i o n of the i n j e c t i o n zone. 

11 I'm going t o go through each one of these. 

12 I'm going t o t r y and do i t without going i n t o an 

13 unnecessary l e v e l of d e t a i l , but I want t o make sure t h a t 

14 we cover i t i n s u f f i c i e n t d e t a i l t h a t the Commission i s 

15 w e l l aware of what was done t o the w e l l and how the order 

16 has been complied w i t h . 

17 So I ' l l j u s t s t a r t going through them one by 

18 one. And please, Commissioners may f e e l f r e e t o 

19 i n t e r r u p t me i f there i s anything t h a t i s n ' t c l e a r or 

20 t h a t you would l i k e more i n f o r m a t i o n on. 

21 The w e l l was completed i n May of 2011. These 

22 d e t a i l s were submitted i n Jul y . There was s t i l l some --

23 and the w e l l was completed as per the requirements of the 

24 order. We put i n an a d d i t i o n a l l i n e r and then completed 

25 the w e l l w i t h a pe r m i t t e d i n j e c t i o n i n t e r v a l of about 600 
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1 f e e t from 4,250 t o 2,850 f e e t . 

2 We replaced the t u b i n g i n the w e l l w i t h a 

3 coated t u b i n g t h a t prevents c o r r o s i o n , given t h a t we are 

4 i n j e c t i n g a combination of a c i d gas and wastewater i n t o 

5 the w e l l . We put a new subsurface s a f e t y valve, which i s 

6 our standard design i n these w e l l s , t o prevent any kind 

7 of backflow. There are meters and gauges t o report 

8 i n j e c t i o n pressure and volume. Those aren't r e a l l y 

9 shown. This i s j u s t a wellbore diagram. And a l l those 

10 d e t a i l s are documented i n the C-105 which was submitted 

11. i n Jul y . 

12 At t h a t time, i n j e c t i o n had not been r e s t a r t e d ' 

13 because the surface completion f a c i l i t i e s i t s e l f were 

14 s t i l l being worked on. 

15 Q. Before you move o f f t h a t s l i d e , l e t me ask, 

16 Mr. Gutierrez, the t u b i n g t h a t you i n s t a l l e d , t h a t ' s 

17 equipped t o keep the gas under pressure? 

18 A. Yes. The t u b i n g w i l l allow f o r the i n j e c t i o n 

19 of the gas under the MAOP. 

20 Q. Okay. And Targa i s maintaining w i t h i n the 

21 t u b i n g casing annulus c o r r o s i o n - i n h i b i t i n g f l u i d ? 

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

23 Q. And the packer was placed w i t h i n 100 fee t 

24 above the casing shoe and open hole i n t e r v a l ? 

25 A. Yes, s i r , i t was. 
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1 Q. Thank you. 

2 A. The second requirement simply was t h a t there 

3 would be an H2S contingency plan approved p r i o r t o 

4 i n j e c t i o n of the w e l l . This was approved i n August of 

5 2011, and there's a copy of the email t h a t c o n s t i t u t e d 

6 t h a t approval. 

7 The t h i r d item i s the C-115s. I already 

8 mentioned those C-115s have been f i l e d on a t i m e l y basis. 

9 The o l d ones were corrected, and they were submitted back 

10 i n December t o the D i v i s i o n and they are accessible i n 

11 the C-115 database. 

12 The Langlie M a t t i x Penrose Sand Unit Number 

13 252 was the w e l l t h a t was re q u i r e d t o be plugged. I t was 

14 a w e l l t h a t d i d not belong t o Targa, but Targa obtained 

15 permission from the operator t o do the remedial work. We 

16 entered the w e l l . We d r i l l e d out the plugs, removed the 

17 o l d lead wool, which wasn't t h a t d i f f i c u l t , f i s h e d i t 

18 out. 

19 And we d r i l l e d i t out t o 4,073 f e e t , which i s 

2 0 roughly the top of the San Andres and the base of where 

21 t h a t w e l l was o r i g i n a l l y d r i l l e d t o . And we plugged i t 

22 back using a r e t a i n e r and squeezed cement and then 

23 v e r i f i e d the plugs and we f i l e d a C-103 w i t h the D i v i s i o n 1 

• 
24 i n June, t oo , and t h a t was approved back i n June as the J 
25 f i n a l documentation of the p lugg ing o f t h a t w e l l . So j 
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1 we're very comfortable t h a t now t h a t w e l l , which was a 

2 p o t e n t i a l conduit t o the Grayburg, i s now no longer one. 

3 We then d i d a p r e t t y extensive logging 

4 program, as we proposed and as re q u i r e d by the order, i n 

5 order t o support the analysis of the r e s e r v o i r t h a t we 

6 were r e q u i r e d t o do. We also took, by the way, si d e w a l l 

7 cores on a number of the zones i n the i n j e c t i o n zone t o 

8 the extent t h a t we could, based on the f a c t t h a t t h a t was 

9 an o l d w e l l and t h a t when we re-entered i t , i n some 

10 cases, the recovery of some of those s i d e w a l l cores was 

11 not t h a t great. But we were able t o get s u f f i c i e n t cores 

12 t o be able t o help us i n the c h a r a c t e r i z a t i o n of the 

13 r e s e r v o i r . And we have submitted the r e s u l t s and 

14 i n t e r p r e t a t i o n s of those logs t o the D i v i s i o n i n the 

15 end-of-well r e p o r t and t o the Commission i n E x h i b i t 1. 

16 We also d i d a step- r a t e t e s t back i n Jul y . We 

17 d i d -- as re q u i r e d , t h a t t e s t was witnessed by the 

18 D i v i s i o n . We d i d a pressure t r a n s i e n t or f a l l - o f f t e s t 

19 also i n July , and we performed the t r a c e r and the two 

20 temperature surveys. One was during the ac t u a l step-rate 

21 t e s t and another one was f o l l o w i n g the t r a c e r survey. So 

22 we d i d an o v e r k i l l , I t h i n k , on the i n j e c t i o n t e s t i n g of 

23 the w e l l , but i t gave us some good i n f o r m a t i o n . And the 

24 r e s u l t s and those i n t e r p r e t a t i o n s allowed us t o do the 

25 r e s e r v o i r a n a l y s i s t h a t i s presented i n E x h i b i t 1. 
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1 Q. A couple of questions there, Mr. Gutierrez. 

2 The step-rate t e s t was performed a f t e r completion of the 

3 w e l l but before i n j e c t i o n of a c i d gas; correct? 

4 A. Correct. And the s t e p - r a t e t e s t was performed 

5 using water. 

6 Q. And the t r a c e r and temperature surveys were 

7 also done a f t e r completion and while i n j e c t i n g water; 

8 correct? 

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

10 Q. Okay. 

11 A. Two MITs were done on the w e l l , an o r i g i n a l 

12 MIT back i n June. And then a f t e r i n i t i a t i o n of i n j e c t i o n 

13 on August 26th, i t was discovered t h a t there was some 

14 communication w i t h the annulus. Targa ceased i n j e c t i n g . 

15 They had the f l e x i b i l i t y , f o r t u n a t e l y , at the time, s t i l l 

16 had an SRU t h a t was operable. So they ceased i n j e c t i n g 

17 a c i d gas when t h a t was discovered, continued t o i n j e c t 

18 water, however, u n t i l the w e l l was r e p a i r e d on September 

19 21. 

20 What we d i d f i n d i s t h a t i t d i d have a packer 

21 seal leak, and those packer seals were redressed and put 

22 back down. Then a second MIT t h a t was successful was 

23 completed i n September of 2011, p r i o r t o the r e s t a r t i n g 

24 of the w e l l . We'll see the e f f e c t s of t h a t a c t u a l l y on 

25 the pressure p l o t s which w e ' l l go through l a t e r . 
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1 Q. And a C-103 was prepared and submitted in ] 

2 connection w i t h t h a t second MIT? 

3 A. Absolutely. And the C-103 was w i t h a chart 

4 which was signed o f f by the OCD during the t e s t , and was 

5 also submitted during t h a t t e s t and p r i o r t o the 

6 i n i t i a t i o n of i n j e c t i o n again. 

7 The topside f a c i l i t i e s -- j u s t t o go through a 

8 l i t t l e b i t of the t i m e l i n e here, the topside f a c i l i t i e s 

9 were completed and i n j e c t i o n commenced on the 24th of 

10 August. Very q u i c k l y t h e r e a f t e r , as y o u ' l l see from the 

11 i n j e c t i o n records t h a t I w i l l show s h o r t l y , i t was noted 

12 t h a t there was some communication between the tu b i n g and 

13 the backside, and t h a t was noted as a r e s u l t of a 

14 pressure increase on the backside, and t h a t caused us t o 

15 stop i n j e c t i n g a c i d gas, re-run the gas through the SRU 

16 and then schedule a workover t o t r y and determine whether 

17 we had a packer seal leak or a t u b i n g leak. 

18 Indeed, what we found was t h a t there was a 

19 packer seal leak. Those packer seals were redressed, put 

20 back i n , and then i t was MIT t e s t e d again. 

21 So again, t h i s i s a t i m e l i n e j u s t t o document 

22 the th i n g s t h a t we've gone through. We resumed the mixed 

23 TAG and wastewater i n j e c t i o n on the 23rd of September, 

24 2011. This s t a r t - u p p e r i o d has included a number of 

25 pressure c o n t r o l issues. I t seems l i k e w i t h a l l of these 
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1 w e l l s , i t takes some time p r i m a r i l y t o get -- the w e l l s 

2 behave g e n e r a l l y p r e t t y w e l l . But the s t a r t - u p 

3 oftentimes requires some s i g n i f i c a n t m o d i f i c a t i o n s and 

4 f i n e t u n i n g , i f you w i l l , of the compressor and the 

5 compressor c o n t r o l s , because these t h i n g s are f a i r l y 

6 s e n s i t i v e and have t o be adjusted. And t h a t u s u a l l y 

7 takes a p e r i o d of several months while you're g e t t i n g the 

8 w e l l up and running. 

9 The TAG has been routed t o the SRU durin g 

10 shutdowns whenever the compressor would go down or when 

11 the i n i t i a l seal leak was detected. The annular space 

12 pressure has been monitored and has been bled down 

13 pursuant t o discussions between the D i v i s i o n o f f i c e i n 

14 Hobbs and Targa. 

15 That pressure has been kept at near zero and 

16 has not had t o be bled again since November, because the 

17 i n i t i a l pressure e f f e c t s had already s t a b i l i z e d . 

18 We have proposed t o the D i v i s i o n , and I t h i n k 

19 i n the conversation t h a t we had w i t h E.L. and w i t h 

2 0 Mr. Jones on Monday, we explained why we would l i k e t o 

21 keep about 250 pounds or so on the backside of t h a t , t h a t 

22 w i l l a i d us i n i d e n t i f y i n g any p o t e n t i a l t u b i n g or packer 

23 seal leaks i n the f u t u r e . So I t h i n k w e ' l l be looking t o 

24 b r i n g t h a t back i n l i n e . 

25 The data confirms t h a t the leak was f u l l y 
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1 r e p a i r e d , and we kept zero pressure on t h a t backside 

2 since December, and the compressor c o n t r o l s w i t h being 

3 f i n e tuned. And i t i s improving the r e l i a b i l i t y of the 

4 compressor. 

5 Let's take a look at the i n j e c t i o n records, i f 

6 we can now. 

7 Q. Mr. Gutierrez, t h i s i s e s s e n t i a l l y what's been 

8 i d e n t i f i e d as E x h i b i t 3A but j u s t w i t h a couple of 

9 explanatory notes added in? 

10 A. That's c o r r e c t . This i s j u s t a p i c t u r e of the 

11 i n j e c t i o n pressure and the backside or what I w i l l c a l l 

12 the annular pressure. You can see on the graph t h a t 

13 f i r s t w e l l t h a t we i n i t i a t e d i n j e c t i o n on August 24th. 

14 And very q u i c k l y you can see t h a t we s t a r t e d seeing a 

15 r i s e on t h a t backside pressure and a drop i n the 

16 i n j e c t i o n pressure. That was where we detected the 

17 packer seal leak. 

18 And the reason why the pressure has continued 

19 t o vary somewhat, at l e a s t i n t h a t i n i t i a l two or three 

2 0 months, i s because even w h i l e i n the p e r i o d between where 

21 I've labeled i n t h a t green bar, "No TAG i n j e c t i o n , " t h a t 

22 was between when the leak was discovered an repaired. 

23 They s t i l l d i d continue t o i n j e c t produced water i n t o the 

24 w e l l but no TAG. 

25 And t h a t leak was r e p a i r e d r i g h t at the end of 
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1 September there, and the pressure on the backside was 

2 then bled o f f . This next graph shows a kind of a blow-up 

3 of t h a t time frame. You can see t h a t where I show t h a t 

4 arrow i n a couple of places where they bled the pressure 

5 o f f of the backside as i t b u i l d s . 

6 One of the things t h a t I t h i n k i s important t o 

7 remember, because I t h i n k i t ' s a key feature of the 

8 saf e t y f e a t u r e of these w e l l s , i s t h a t backside i s a 

9 sealed -- b a s i c a l l y , a sealed u n i t which we use t o help 

10 detect p o t e n t i a l leaks. 

11 What happens i s you f i l l t h a t up w i t h i n e r t 

12 f l u i d . I n t h i s case here, we've got a 

13 c o r r o s i o n - i n h i b i t e d b r i n e on the backside. I n a dry gas 

14 i n j e c t i o n w e l l , we use d i e s e l because t h a t way, i f we 

15 have an escape of a c i d gas i n t o the annular space, the 

16 d i e s e l not only keeps the ac i d gas at the bottom, i t 

17 creates a hydrophobic environment t o prevent corrosion. 

18 I n these w e l l s , where you're already p u t t i n g 

19 i n wet ac i d gas or ac i d gas mixed w i t h wastewater, we use 

20 a c o r r o s i o n - i n h i b i t e d f l u i d but t h a t i s a noncompressible 

21 f l u i d on t h a t backside t o accomplish the same o b j e c t i v e . 

22 The only problem i s t h a t when you put t h a t i n , t y p i c a l l y , 

23 i t ' s q u i t e a b i t colder than the formation around i t . 

24 And so you put t h a t f l u i d i n t o the backside, 

25 and then you seal up t h a t backside, you f i l l i t up t o the 
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1 top. Then as t h a t f l u i d heats up, j u s t when i t ' s 

2 s t a b i l i z i n g w i t h the temperature of the surrounding rock, 

3 you get an increase i n the pressure on t h a t backside 

4 because there's nowhere f o r t h a t pressure t o go when t h a t 

5 f l u i d begins t o heat up and expand. 

6 So t h a t process, once you have i t established 

7 and you understand where -- t h a t t h a t temperature e f f e c t 

8 has e q u i l i b r a t e d , then t y p i c a l l y , what we suggest i s t h a t 

9 we bleed t h a t pressure o f f t o about 300 pounds, 250 

10 pounds on the backside. So t h a t once you're i n an 

11 operating mode, you can -- you w i l l always have some 

12 f l u c t u a t i o n of pressure on t h a t backside, simply because 

13 your TAG temperature t h a t ' s going down the t u b i n g and the 

14 r a t e changes and t h a t a f f e c t s t h a t temperature" on the 

15 backside. Also, you can have a l i t t l e b i t of b a l l o o n i n g 

16 of the tu b i n g , which also increases the pressure on the 

17 backside. 

18 But once you've e s t a b l i s h e d a r o u t i n e 

19 i n j e c t i o n process, then the only r e a l v a r i a t i o n t h a t you 

20 should see on t h a t backside i s due t o those temperature 

21 e f f e c t s and due t o the normal atmospheric pressure 

22 v a r i a t i o n s . 

23 And then i f you go out of t h a t range, e i t h e r 

24 the pressure goes higher than t h a t range, t h a t i n d i c a t e s 

25 t h a t you've got some communication w i t h t h a t annular 
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1 space, i . e . a t u b i n g or packer seal leak. I f i t goes 

2 lower than t h a t range, then t h a t would i n d i c a t e you may 

3 have a casing leak and you may be l o s i n g some of t h a t 

4 f l u i d on the outside. That i s why we recommend 

5 maintaining about 200 pounds on t h a t backside. 

6 But as of r i g h t now, what has been maintained 

7 on t h i s backside i s zero pressure. And you can see 

8 t h i s -- t h i s i s the i n j e c t i o n since the l a s t time t h a t 

9 the pressure on the backside was bled. You can see the 

10 annular pressure j u s t s i t s at the very bottom here at 

11 e s s e n t i a l l y zero. I t ' s between zero and 2 0 pounds, and 

12 you j u s t can't see the v a r i a t i o n there. But the data are 

13 a l l i n E x h i b i t 3, and you can see there's very l i t t l e 

14 v a r i a t i o n . 

15 The reason why I have suggested t h a t we r a i s e 

16 t h i s pressure on the backside t o about 200 pounds i s i t ' s 

17 not very easy t o see any v a r i a t i o n t h a t would go below 

18 zero, because your gauges are not going t o measure a 

19 vacuum. They're r a t e d from zero, e s s e n t i a l l y , t o about 

20 1,500 pounds. So I t h i n k i t ' s more prudent t o do t h a t , 

21 and I t h i n k we've had s u f f i c i e n t discussion w i t h the 

22 d i s t r i c t and they agree. 

23 One of the t h i n g s I wanted t o show here i s 

24 t h a t w hile we s t i l l have had a number of comperssor 

25 shutdowns as a r e s u l t of c o n t r o l issues, when you look at 

PAUL BACA PROFESSIONAL COURT REPORTERS 
8d8e7d68-63a7-43b5-adab-3a91ac7eeb28 



Page 53 

1 the k i n d of seven-day t r a i l i n g average, we are g e t t i n g a 

2 much b e t t e r c o n t r o l of the i n j e c t i o n pressure there. And . 

3 you can see i t ' s running between about 790 and 800 pounds 

4 at the cu r r e n t i n j e c t i o n r a t e s . 

5 Okay. The next item, and t h i s i s what we're 

6 going t o spend the bulk of our time discussing, i s the 

7 r e s u l t s of the t e s t s which we d i d on the r e s e r v o i r i n 

8 order t o be able t o ch a r a c t e r i z e -- b e t t e r characterize 

9 the r e s e r v o i r and t o be responsive t o the Commission's 

10 request t o do an anal y s i s t h a t would allow us t o 

11 e s t a b l i s h an appropriate l e n g t h of time and con d i t i o n s t o 

12 operate the w e l l . The r e s u l t s and the d e t a i l e d 

13 discussion of these i n t e r p r e t a t i o n s are included i n 

14 E x h i b i t 1. 

15 Just t o go q u i c k l y over and r e f r e s h your 

16 memory, we are here south -- about f i v e miles south of 

17 Eunice i s where the w e l l i s located at Targa's South 

18 Eunice p l a n t . The a c t u a l a c i d gas i s generated at a 

19 p l a n t here i n middle Eunice and i s shipped v i a p i p e l i n e 

20 along the county road, a bu r i e d p i p e l i n e t h a t includes 

21 monitoring, and i t i s also c a r r y i n g , i n a separate l i n e 

22 i n the same trench, the wastewater or the produced water 

23 t h a t i s being i n j e c t e d down here at the s i t e where the 

24 a c t u a l compression f a c i l i t i e s e x i s t . 

25 This -- j u s t t o r e f r e s h everyone's memory 
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1 about the s t r a t i g r a p h y , the San Andres formation i s 

2 located here. I t ' s e s s e n t i a l l y a massive limestone 

3 dolomite carbonate formation. The i n j e c t i o n zone i s i n a 

4 p o r t i o n -- a lower p o r t i o n of t h a t San Andres formation 

5 from about 4,250 f e e t t o 4,850 f e e t p a r t i a l l y -- w e l l , 

6 e n t i r e l y c u r r e n t l y i n the open hole. 

7 The w e l l t h a t was plugged i s n ' t shown on t h i s 

8 cross-section. This i s intended t o show the nearer w e l l s 

9 t h a t penetrated the i n j e c t i o n zone t h a t were of concern 

10 t o OCD. This Santa R i t a Number 2 i s about a h a l f mile 

11 away from the cur r e n t i n j e c t i o n w e l l , and Santa R i t a 

12 Number 1 i s close t o one mile away. 

13 Q. The Santa R i t a Number 2 i s cemented a l l the 

14 way through the San Andres; correct? 

15 A. I t i s . Although there were some 

16 less-than-optimal cement zones w i t h i n there, and t h a t was 

17 what the D i v i s i o n had expressed some concern about. 

18 Q. And the producing zone f o r t h a t w e l l i s the 

19 once Abo? 

20 A. That's c o r r e c t . I t h i n k i t ' s a c t u a l l y the 

21 B l i n e b r y at the present time. 

22 Just t o give a summary of what we d i d , we d i d 

23 geophysical logs f o r the i n j e c t i o n zone where we could 

24 have access t o the formation, because, of course, the 

25 w e l l was already i n existence and cased above t h a t . 

PAUL BACA PROFESSIONAL COURT REPORTERS 
8d8e7d68-63a7-43b5-adab-3a91ac7eeb28 



Page 55 

1 We d i d p o r o s i t y and r e s i s t i v i t y logging there. 

2 We also d i d the FMRI, as we c a l l i t , or the extended 

3 range microimaging l o g , which i s h i g h - r e s o l u t i o n 

4 r e s i s t i v i t y l o g which allows f o r a b e t t e r understanding 

5 of any f r a c t u r i n g or f a u l t i n g t h a t could be i n the area 

6 or i n the v i c i n i t y of the wellbore. 

7 We then d i d 32 s i d e w a l l cores between 4195 and 

8 4,826 of which we had recovery on. We a c t u a l l y attempted 

9 more than t h a t , but those were the ones we a c t u a l l y had 

10 recovery. 

11 We then d i d p o r o s i t y and a i r p e r m e a b i l i t y f o r 

12 those samples, and we also used those samples t o 

13 c a l c u l a t e i r r e d u c i b l e water and C02 p e r m e a b i l i t y . 

14 We then d i d a step- r a t e t e s t , which we 

15 performed at rates running from h a l f a b a r r e l a minute t o 

16 f i v e b a r r e l s a minute. The a c t u a l proposed maximum 

17 i n j e c t i o n r a t e f o r t h i s w e l l runs at about three b a r r e l s 

18 a minute i n terms of combined a c i d gas and wastewater. 

19 That was a t o t a l of 4,075 b a r r e l s a day, which i s a 

20 combination of the a c i d gas and the produced water. 

21 We also d i d t r a n s i e n t pressure and f a l l - o f f 

22 t e s t s which were performed at both one and a h a l f and 

23 three b a r r e l s a minute, which i s the k i n d of range of 

24 a n t i c i p a t e d i n j e c t i o n . We d i d the same t h i n g f o r the 

25 t r a c e r survey, and we also d i d a temperature survey 
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1 during the SRT and f o l l o w i n g the t r a c e r survey. 

2 I n a way, these t r a c e r and temperature surveys were 

3 o v e r k i l l , but i t allowed us t o compare the r e s u l t s of 

4 both and we found t h a t they are p r e t t y c o n s i s t e n t . 

5 There i s a more d e t a i l e d p i c t u r e of t h i s l o g . 

6 This i s i n the microimaging l o g . I t ' s a 

7 d e t a i l e d - o r i e n t e d r e s i s t i v i t y l o g . What i t b a s i c a l l y 

8 shows i s t h a t we show some very high p o r o s i t i e s , and t h i s 

9 i s what we also saw i n the s i d e w a l l cores above 4,500 

10 f e e t . We get i n t o much lower p o r o s i t i e s below 4,500 

11 f e e t . And then also we d i d not see any f a u l t s or 

12 m i c r o f a u l t s i d e n t i f i e d i n the s e c t i o n . 

13 But we do have a f a i r amount of vuggy p o r o s i t y 

14 i n the e s p e c i a l l y upper p o r t i o n of t h a t San Andres 

15 formation. And one of the thi n g s we've seen i s t h a t 

16 these p o r o s i t y zones are very d i f f i c u l t t o c o r r e l a t e over 

17 any distance when we compare i t w i t h other logs i n the 

18 San Andres. 

19 So while we may have some zones i n the 

20 immediate v i c i n i t y of the w e l l t h a t take more i n j e c t i o n 

21 f l u i d than other zones, and w e ' l l go through t h a t i n a 

22 few minutes, once you get f u r t h e r away from the w e l l , 

23 i t ' s not c l e a r t h a t those zones are going t o continue t o 

24 j u s t take water i n a very r e s t r i c t e d range, because 

25 you've got a l o t of v a r i a t i o n s , both as a r e s u l t of 
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1 d i a genetic f l u i d s t h a t have moved through the San Andres 

2 and maybe some o r i g i n a l d e p o s i t i o n a l c o n t r o l on t h a t 

3 p o r o s i t y . 

4 We took s i d e w a l l cores. They're a l l labeled 

5 where we took them, you can see, a l l through the 

6 i n j e c t i o n zone. And we had those analyzed. What we saw 

7 i s t h a t the p o r o s i t i e s range from about 2 t o 38 percent. 

8 The a i r p e r m e a b i l t i y , very wide range, b a s i c a l l y f o u r 

9 orders of magnitude, from three-thousandths t o about nine 

10 m i l l i d a r c i e s , we had i r r e d u c i b l e water from about .32 t o 

11 about .6 i n the lower p o r t i o n s of the r e s e r v o i r . So we 

12 do have q u i t e a b i t of v a r i a t i o n i n t h a t . And the lower 

13 p o r t i o n i s j u s t b a s i c a l l y a much t i g h t e r zone. 

14 The step- r a t e t e s t , we s t a r t e d w i t h a 

15 background r e s e r v o i r pressure, i n i t i a l bottomhole 

16 pressure about 1,980 p s i . We developed maximum pressure 

17 of about 3,450 p s i at f i v e b a r r e l s a minute. The 

18 d e t a i l e d d e s c r i p t i o n of the step-rate t e s t i s included i n 

19 E x h i b i t 1. 

2 0 But what you can see i s t h a t we had a notable 

21 increase i n i n j e c t i v i t y at about the two and a h a l f 

22 b a r r e l a minute r a t e . And then what we also saw, and 

23 w e ' l l get i n t o i t i n the -- when we look at the 

24 temperature survey and the warm-back -- t h a t at about the 

25 two and a h a l f t o three b a r r e l a minute range, you've got 
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1 a l o t g r e a t e r p o r t i o n of the i n j e c t i o n zone a c t u a l l y 

2 being invaded. At the very low ra t e s , as you might 

3 expect, we were g e t t i n g the bulk of the f l u i d going i n t o 

4 these very poor zones. But once you r a i s e the i n j e c t i o n 

5 r a t e , we got much more of the w e l l i n v o l v e d i n t a k i n g 

6 f l u i d . 

7 Of course, the step - r a t e t e s t i s done using 

8 water. Now, because of the f a c t t h a t you use water, but 

9 i n r e a l i t y we're going t o set an MAOP based on a mixture 

10 of water and TAG, you have t o c o r r e c t f o r the re d u c t i o n 

11 i n the s p e c i f i c g r a v i t y of the f l u i d t h a t you're 

12 i n j e c t i n g when you analyze these i n order t o come up w i t h 

13 an MAOP. 

14 We i n i t i a l l y -- and what i s i n i t i a l l y included 

15 i n t h i s E x h i b i t 2 t h a t was submitted t o the Commission, 

16 we have modified -- a f t e r our meeting w i t h the D i v i s i o n 

17 on Monday, we had o r i g i n a l l y requested a 

18 mixture-dependent MAOP t h a t would be -- e s s e n t i a l l y 

19 r e f l e c t an i n j e c t i o n of water only at one end and TAG 

20 only at the other end, and then an average mixture which 

21 i s the mixture we in t e n d t o i n j e c t on a r o u t i n e basis i n 

22 the middle. 

23 The reason f o r t h a t i s because when you ' r e 

24 i n j e c t i n g a l l water , the MAOP would be about - - t h a t the 

25 s t ep - r a t e t e s t would a l l o w would be roughly around 1,400 
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1 p s i . When you're i n j e c t i n g a l l TAG, because of the 

2 d i f f e r e n c e i n den s i t y , t h a t same MAOP at the surface 

3 would be about 1,70 0 p s i . 

4 So t y p i c a l l y , using the formula t h a t OCD 

5 requires f o r c a l c u l a t i n g what would be an appropriate 

6 maximum i n j e c t i o n pressure, you take i n t o account t h a t 

7 s p e c i f i c g r a v i t y of the f l u i d . 

8 So what we've done, because we f e l t i t would 

9 be very d i f f i c u l t t o r e a l l y r e g u l a t e or monitor e x a c t l y 

10 what mixture was going i n a l l of the time, what we've 

11 requested i s an MAOP t h a t i s less than what the step-rate 

12 t e s t would show f o r the proposed mixture. The step r a t e 

13 j u s t i f i e d an MAOP of about 1,640 pounds f o r the proposed 

14 mixture. We're requesting 1,600 pounds f o r t h a t proposed 

15 mixture and j u s t have a s i n g l e MAOP at t h a t t a r g e t 

16 mixture. 

17 This graph shows you what I was j u s t 

18 d e s c r i b i n g . I f you c o r r e c t the surface pressure f o r the 

19 d i f f e r e n t d e n s i t i e s , you b a s i c a l l y get these three 

20 p a r a l l e l l i n e s . The lowest one i s f o r pure water 

21 i n j e c t i o n , the highest one f o r pure TAG i n j e c t i o n . You 

22 can see the break p o i n t i s e s s e n t i a l l y at the same r a t e 

23 here, and t h a t i s at about 1,700 p s i f o r TAG only, 1,640 

24 f o r our mixture and about 1,420 f o r water only. 

25 Just t o r e f r e s h peoples' memory, the current 
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1 MAOP i s 1,300 p s i , and t h a t would be f o r the proposed 

2 mixture. 

3 So b a s i c a l l y as because of the mixture 

4 changes, the s p e c i f i c g r a v i t y of the f l u i d i s reduced as 

5 you add TAG. But f o r the k i n d of 60/40 TAG mixture t h a t 

6 we are proposing, we're requesting an MAOP of 1,600 p s i . 

7 The t r a n s i e n t pressure and f a l l - o f f t e s t s are 

8 shown here. We measured the pressure f a l l - o f f and then 

9 modeled i t . What we found based on t h a t i s t h a t we've 

10 got an e f f e c t i v e p e r m e a b i l i t y j u s t at about 

11 three-quarters of a m i l i i d a r c y on the o v e r a l l i n j e c t i o n 

12 zone. 

13 The t r a c e r survey here i n d i c a t e d t h a t we have 

14 greater i n j e c t i v i t y 4,500 f e e t and t h a t the zone of 

15 i n j e c t i o n extends t o a greater depth once you reach your 

16 t a r g e t i n j e c t i o n r a t e of three b a r r e l s a minute. You can 

17 see here -- you can't r e a l l y read i t too w e l l on t h i s 

18 screen. I t h i n k you w i l l be able t o on your diagram, and 

19 also t h i s f i g u r e i s included i n E x h i b i t 1. 

20 I t shows t h a t there are some v a r i a t i o n s 

21 c l e a r l y i n the zones t h a t take f l u i d . With t h i s zone 

22 c e r t a i n l y t a k i n g more f l u i d and b a s i c a l l y you see the 

23 m a j o r i t y of the f l u i d i s being taken by t h i s upper 

24 p o r t i o n of the i n j e c t i o n zone and much lower i n the lower 

25 p o r t i o n of the i n j e c t i o n zone. This was based on a l l the 
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1 data t h a t we had from the s i d e w a l l cores and logs. 

2 We broke up the r e s e r v o i r i n t o about seven or 

3 e i g h t d i f f e r e n t zones, which are those zones t h a t are 

4 shown on the e a r l i e r diagram. You can see the top and 

5 bottom zone, the thickness of the zone, the p o r o s i t y , the 

6 c r o s s - p l o t p o r o s i t y , the water t h a t we see i n the -- i n 

7 terms of i r r e d u c i b l e water, and then the net p o r o s i t y i n 

8 terms of number of f e e t of t h a t zone. 

9 So you can see t h a t , r e a l l y i n the main zone 

10 we're t a l k i n g about, somewhere i n the neighborhood of 

11 about 17 and a h a l f f e e t of net p o r o s i t y t h a t we're 

12 i n j e c t i n g i n t o . 

13 This i s the temperature surveys. 

14 MR. SCOTT: I f I can stop you there f o r 

15 one second? As a housekeeping matter, he reordered one 

16 or two of h i s s l i d e s . The one he i s on now i s page 29. 

17 A. I'm sorry. I d i d move i t up two s l i d e s 

18 because I thought i t made more sense. 

19 Now, the temperature survey data again shows 

20 b a s i c a l l y the same t h i n g we saw e a r l i e r , t h a t when you 

21 r a i s e the r a t e , you increase the i n j e c t i o n f r o n t t o take 

22 up more and more of the w e l l . So by the time you get t o 

23 the three b a r r e l a minute r a t e , you've got the bulk of 

24 the zone between the top of the w e l l , 4,250 and 4,750 

25 inv o l v e d i n t a k i n g the f l u i d . 
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1 This i s a s l i d e t h a t was added t o my 

2 pr e s e n t a t i o n . I t i s a s l i d e t h a t i s modified from a 

3 s l i d e t h a t was provided by the D i v i s i o n as p a r t of t h e i r 

4 prehearing statement. This was a s l i d e t h a t was shown 

5 also at the i n i t i a l hearing t h a t i s e s s e n t i a l l y a 

6 re p r e s e n t a t i o n of what would be the distance t h a t we 

7 would expect t o see r a d i a l flow or a plume away from the 

8 i n j e c t i o n w e l l over time at the maximum r a t e . 

9 You can see t h a t what has been included here 

10 i s a maximum r a t e of 4,075 b a r r e l s a day, which i s both 

11 TAG and wastewater. I t has an e f f e c t i v e p o r o s i t y 

12 c a l c u l a t e d at about 8 percent, t a k i n g i n t o account 

13 r e s i d u a l water, which i s g e n e r a l l y consistent w i t h what 

14 we're seeing. I t ' s a l i t t l e on the low end of what we 

15 see i n the w e l l . 

16 But I don't have a l o t of concern w i t h the 

17 D i v i s i o n ' s r e p r e s e n t a t i o n . However, what I do have 

18 concern about i s t h a t these upper three curves, the one 

19 f o r i n j e c t i o n thicknesses of 50, 100 and 150 f e e t , I 

20 t h i n k s i g n i f i c a n t l y underestimate the a c t u a l i n j e c t i o n 

21 thickness t h a t the w e l l i s t a k i n g . 

22 I t h i n k what -- we don't know exac t l y , but the 

23 best t h a t we can p r e d i c t from the t e s t s t h a t we've done 

24 i s t h a t the a c t u a l curve should run somewhere i n t h i s 

25 yellow and red zone. 
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1 We've got a zone t h a t ' s accepting f l u i d t h a t ' s 

2 about 300 f e e t t h i c k and a net p o r o s i t y of about 18 f e e t 

3 i n t h a t zone, which would end up r e s u l t i n g i n the 

4 c a l c u l a t i o n s t h a t we came up w i t h of a f t e r 30 years, 

5 we've got roughly about a .35 mile radius of invasion of 

6 the San Andres, and at the h a l f - m i l e range, i t would take 

7 approximately 75 years t o get out t o h a l f a mil e . 

8 Again, we a l l know t h a t r a d i a l flow i s an 

9 approximation, but i t i s r e a l l y the best one t h a t we have 

10 f o r being able t o cha r a c t e r i z e the flow i n t h i s u n i t . 

11 Okay. So t o summarize what our f i n d i n g s were, 

12 the r e s e r v o i r c o n d i t i o n s are r e l a t i v e l y cool. I d i d not 

13 a n t i c i p a t e , f r a n k l y , a pressure -- I mean a temperature 

14 as low as what we saw out there. I expected i t t o be 

15 probably about e i g h t t o ten degrees warmer based on other 

16 San Andres w e l l s t h a t we looked a t , but t h a t was ki n d of 

17 an i n t e r e s t i n g r e s u l t . 

18 That's another issue t h a t r e a l l y helps us i n a 

19 way, though, because t h a t r e s e r v o i r pressure -- I mean 

20 the r e s e r v o i r temperature being 83 degrees, means th a t 

21 the TAG t h a t we i n j e c t i s going t o have a higher s p e c i f i c 

22 g r a v i t y than under a warmer r e s e r v o i r , and so i t i s going 

23 t o a c t u a l l y occupy less pore space than i t would be i f i t 

24 was warmer. So t h a t a c t u a l l y helps us. 

25 The i n i t i a l bottomhole pressure was roughly 
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1 1,978 or 1,980 pounds. And we d i d n ' t see much change i n 

2 t h a t a f t e r , and i t went back t o t h a t very q u i c k l y a f t e r 

3 the ste p - r a t e and i n j e c t i o n f a l l - o f f t e s t s . 
ii 

4 Roughly' about 50 percent of the sec t i o n 

5 accepted f l u i d d uring i n j e c t i o n , and t h a t increased w i t h j 

6 the r a t e , as we've discussed e a r l i e r . There's no ' 

7 evidence of f a u l t i n g or any k i n d of l a t e r a l continuous j 

8 features that would have the zones that are taking a lot '• 

9 of fluid near the wellbore carrying out any significant \ 

10 distance without being i n t e g r a t e d i n t o the o v e r a l l j 

J 
11 reservoir. \ 
12 So how do we then c a l c u l a t e what i s going t o 

f 
si 

13 happen i n terms of i n j e c t i o n over time? This i s the w e l l ! 
S3 

14 as c u r r e n t l y completed. This shows our c a l c u l a t i o n s . 

15 I t ' s the volume. B a s i c a l l y , we look at the a v a i l a b l e 

16 volume i n t h a t h a l f - m i l e radius which i s roughly about 

17 h a l f a b i l l i o n cubic f e e t of pore space. We then look at 
\ 

18 the volume i n j e c t e d and what i s t h a t volume when, under ; 

19 the a c t u a l r e s e r v o i r pressure and temperature c o n d i t i o n s , 

20 and i t winds up being about a l i t t l e over 7.3 m i l l i o n 

21 cubic f e e t a year, which means i t would take about 62 or 

22 63 years t o f i l l up t h a t h a l f - m i l e radius, and t h a t i n 30 

i 
23 years, we'd be lo o k i n g at somewhere i n the neighborhood j 

Si 

24 of about a .35 mi l e r a d i u s . 
25 This i s a diagrammatic r ep re sen t a t i on of the 
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1 same, w i t h the key w e l l s t h a t were of concern shown out 

2 here, the Santa R i t a 12 and the Santa R i t a 2, which we 

3 showed i n the cross-section. The Santa R i t a 2 being the 

4 clos e s t w e l l , t h a t i s t h a t B l i n e b r y w e l l t h a t i s located J 

5 j u s t under h a l f a mile away. 

6 This represents our best projection of the \ 

7 r a d i a l flow a f t e r 30 years, the green l i n e . ! 

8 Q. The inner of the two c i r c l e s on th a t diagram? 

9 A. That's c o r r e c t . The outer was j u s t showing j 

10 the h a l f - m i l e c i r c l e . j 

11 I would l i k e t o now discuss what our 

12 j u s t i f i c a t i o n i s f o r our maximum operating pressure. As 

13 I mentioned, the curr e n t MAOP i s 1,300 p s i . Using the 

14 SRT r e s u l t at our proposed mixture of 60 percent TAG and i 

15 40 percent wastewater or produced water, t h a t would y i e l d 

16 a 1,64 0 p s i MAOP using the formula t h a t OCD uses f o r j 

17 c a l c u l a t i n g MAOP. j 

18 C l e a r l y , as the mixture changes, so w i l l the I 

19 s p e c i f i c g r a v i t y of the i n j e c t i o n f l u i d , and t h a t does 

20 a f f e c t the pressure. So while there's going t o be some j 
I 

21 v a r i a t i o n i n t h a t based on summer and w i n t e r flows, we 

22 believe t h a t i t i s going t o be possib l e t o maintain j 

23 e s s e n t i a l l y a t a r g e t mixture r a t e of about 60/40 TAG to 

24 wastewater and consequently, we're asking f o r an MAOP of j 

25 1,600 p s i f o r the w e l l . 
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1 Now, we don't know how i t w i l l develop over 

2 time but, f r a n k l y , we be l i e v e t h a t we're never going t o 

3 get anywhere close t o t h a t MAOP. When you look at the 

4 i n j e c t i o n h i s t o r y of the w e l l now, since the compressor 

5 has been more c o n s i s t e n t l y running, we're running about 

6 750 t o 800 pounds. So I don't t h i n k we're going t o get 

7 anywhere near t h a t MAOP but, nonetheless, i t ' s what the 

8 step- r a t e t e s t would j u s t i f y . And I would l i k e t o have 

9 the o p p o r t u n i t y , i f we should run i n t o i n j e c t i v i t y issues 

10 down the road, t o be able t o get up t o t h a t MAOP. 

11 As I mentioned, t h i s was the same graph you 

12 saw e a r l i e r t h a t shows how we c a l c u l a t e the MAOP and how 

13 i t f i t s i n t o determining the s p e c i f i c g r a v i t y . As you 

14 can see, the s p e c i f i c g r a v i t y of the i n j e c t e d f l u i d at a 

15 mixture of 60/40 i s about .89. Pure TAG would be .83 and 

16 pure b r i n e water i s about 1.01. 

17 We also are requesting the a b i l i t y , i f we 

18 should need t o i n the f u t u r e and t h i s would be also t o 

19 reduce the need t o have t o operate at anything close t o 

20 the MAOP. There i s about 50 or 60 f e e t above the open 

21 hole i n the l i n e r t h a t we put i n t h a t i s opposite a very 

22 good i n j e c t i o n zone i n the San Andres. 

23 Now, the Commission requested t h a t we l i m i t 

24 our i n j e c t i o n t o below 4,250 f e e t . And the main reason 

25 f o r t h a t was t o p r o t e c t the upper p o r t i o n of the 
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1 formation and the p o t e n t i a l impact on the o v e r l y i n g 

2 Grayburg production. We f e e l , however, t h a t i t would be 

3 prudent t o be able t o p e r f o r a t e about 4 0 f e e t , which has 

4 got some very good p o r o s i t y i n i t i n the very bottom of 

5 t h a t l i n e r below the packer t o allow f o r b a s i c a l l y 

6 spreading out t h a t i n j e c t i o n even f u r t h e r , should we need 

7 t h a t i n the f u t u r e . 

8 I t i s not something t h a t Targa i s proposing t o 

9 do now. However, I w i l l show you t h a t i f we d i d t h a t , i t 

10 could reduce our o v e r a l l radius over 3 0 years, not by a 

11 l o t , but by at l e a s t a measureable amount. 

12 What t h a t means would be how t h a t would look 

13 i n the w e l l . Right now, we've got our packer r i g h t i n 

14 here. We've got the l i n e r t h a t we put i n below i t . 

15 Right now t h a t l i n e r i s j u s t not p e r f o r a t e d . I t ' s 

16 cemented i n using t h a t a c i d - r e s i s t a n t Corrosacem cement. 

17 We would be p e r f o r a t i n g 40 f e e t from roughly 4,210 t o 

18 4,250, which i s e s s e n t i a l l y near the bottom of the 

19 casing. The bottom of the casing where we s t a r t the open 

2 0 hole i s about 4,258 r i g h t now. 

21 This i s the same s l i d e t h a t you saw e a r l i e r . 

22 I f we include t h a t a d d i t i o n a l i n j e c t i o n i n t e r v a l , you can 

23 see t h a t we increase by about 10 percent the a v a i l a b l e 

24 volume i n t h a t h a l f mile and consequently increase the 

25 time t h a t i t would take t o f i l l up t h a t h a l f mile by 
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1 about 10 years, a l i t t l e over 10 percent. We also would 

2 decrease the radius from about .35 miles t o about .32 

3 miles. So i t not a huge increase. 

4 One of the th i n g s t h a t 1 s important t o remember 

5 i s t h a t r a d i a l l y , as you get f a r t h e r and f a r t h e r away 

6 from the w e l l , i t takes a l o t more volume t o go from 

7 l e t ' s say .3 t o .35 f i v e miles than i t does t o go from .1 

8 t o .6 miles -- I mean say from .1 t o .15 miles, because 

9 obviously, the c i r c l e i s g e t t i n g bigger and i t ' s t a k i n g 

10 more and more area t o expand t h a t radius. So t h a t ' s why 

11 the d i f f e r e n c e i s n ' t huge, but i t i s s t i l l s i g n i f i c a n t . 

12 Here you can see the two p i c t u r e s together. 

13 The green l i n e being i f we don't open up t h a t upper 

14 i n t e r v a l , the blue l i n e being i f we do-open up t h a t upper 

15 i n t e r v a l . I t j u s t reduces the f o o t p r i n t over 30 years. 

16 You can s t i l l see t h a t we are w e l l away from these two 

17 w e l l s i n t h a t area of concern at approximately the 

18 h a l f - m i l e r a dius. 

19 One of the -- so b a s i c a l l y , t h i s i s my l a s t 

20 s l i d e t o summarize what we are asking f o r . One, i s we 

21 would ask t h a t the Commission authorize us t o i n j e c t i n t o 

22 the w e l l f o r 30 years. We would request t h a t MAOP be 

23 r a i s e d t o 1,600 p s i , as j u s t i f i e d by the OCD-witnessed 

24 ste p - r a t e t e s t . And we would request t h a t we be 

25 authorized t o p e r f o r a t e t h a t upper i n t e r v a l i f i t would 
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1 be d e s i r a b l e at some p o i n t i n the f u t u r e . Of course, 

2 p r i o r t o doing t h a t , we would have t o f i l e the 

3 appropriate C-103 and workover requests w i t h the D i v i s i o n 

4 t h a t would s p e c i f y e x a c t l y how we would do t h a t . Those 

5 represent what Targa i s asking f o r i n t h i s hearing. 

6 Q. Thank you, Mr. Gu t i e r r e z . I n your opinion, 

7 would the Commission's approval of the 3 0-year term f o r 

8 i n j e c t i o n , the increased o p e r a t i n g pressure and the 

9 a u t h o r i z a t i o n t o i n j e c t i n t o t h a t upper 40 f e e t , be 

10 p r o t e c t i v e of p u b l i c health? 

11 A. Yes. 

12 Q. Would those approvals also p r o t e c t f r e s h water 

13 and the environment? 

14 A. Yes. 

15 Q. And would those approvals p r o t e c t producing 

16 zones and prevent waste? 

17 A. I t would. 

18 Q. Have you had a chance t o review the O i l 

19 Conservation D i v i s i o n ' s prehearing statement? 

2 0 A. I have. 

21 Q. I n there, they provide three suggestions f o r 

22 the Commission t o consider, one of which i s t h a t Targa 

23 should conduct appropriate t e s t i n g on the r e s e r v o i r . 

24 Have you formed a view as t o the appropriateness and 

25 t i m i n g of such a d d i t i o n a l t e s t i n g ? 
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1 A. We discussed t h i s w i t h Mr. Jones and 

2 Ms. Gerholt on Monday. The issue i s t h a t the i n j e c t i o n 

3 t e s t i n g and f a l l - o f f t e s t i n g was done p r i o r t o the 

4 i n j e c t i o n of TAG i n t o the w e l l , and t h a t a f t e r some 

5 pe r i o d of i n j e c t i n g TAG i n t o the w e l l , t h a t those 

6 co n d i t i o n s and the zones t h a t may be t a k i n g f l u i d would 

7 probably be expected t o increase, so t h a t the r e s u l t s of 

8 the curr e n t t e s t s would a c t u a l l y be very conservative i n 

9 terms of what p o r t i o n s the v e r t i c a l thickness of the w e l l 

10 would be t a k i n g flow. 

11 So there was some question as t o whether i t 

12 might be u s e f u l or provide a d d i t i o n a l i n f o r m a t i o n on t h a t 

13 t o do a s i m i l a r temperature k i n d of survey down the road, 

14 some amount of time down the road, t o compare w i t h t h i s 

15 i n i t i a l survey t h a t was done now. 

16 I don't t h i n k t h a t ' s necessary, but i t might 

17 y i e l d some very i n t e r e s t i n g i n f o r m a t i o n . I f t h a t were t o 

18 be the case, I would p r e f e r t h a t t h a t k i n d of t e s t be 

19 a f t e r a s i g n i f i c a n t p e r i o d of i n j e c t i o n , maybe 10 years, 

20 where we've had enough e f f e c t on t h a t area i n the 

21 immediate v i c i n i t y of the borehole t o see some r e a l 

22 change. I f we were going t o do something l i k e t h a t , I 

23 would suggest i t might be i n t h a t k i n d of a window. 

24 Q. So i t would be your recommendation t o have a 

25 30-year i n j e c t i o n term, but have t h i s t e s t performed 
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1 a f t e r 10 years t o check on progress of the plume? 

2 A. Yes. 

3 Q. The D i v i s i o n also recommended t h a t the 

4 Commission order t h a t a mechanical i n t e g r i t y t e s t be 

5 conducted once a year, as opposed t o f i v e years. Do you 

6 have a perspective on that? 

7 A. Yeah. I've discussed t h i s at len g t h w i t h E.L. 

8 down i n Hobbs i n the context of a number of other w e l l s 

9 t h a t we're working on. And I don't t h i n k t h a t ' s an 

10 unreasonable request. 

11 I bel i e v e t h a t i f we r a i s e the pressure on 

12 t h a t backside a l i t t l e and monitor i t c l o s e l y , t h a t t h a t 

13 serves -- i t s i n t e n t i s t o serve as an ongoing MIT t e s t 

14 a l l the time. 

15 But an MIT t e s t , f r a n k l y , i n these kinds of 

16 w e l l s , you don't have t o shut down the w e l l t o perform 

17 the t e s t . You can pressure up the backside t o 500 pounds 

18 and chart i t w i t h the w e l l s t i l l o p erating, and then 

19 reduce -- bleed o f f some of t h a t pressure t o b r i n g i t 

2 0 back down t o the 250 r a t e . 

21 I don't t h i n k i t ' s an unreasonable request. I 

22 t h i n k i t i s doable. I don't t h i n k i t ' s necessary because 

23 we have the ongoing MIT t e s t , i f you w i l l , of monitoring 

24 the backside pressure, but I would not t h i n k t h a t t h a t i s 

25 an unreasonable request. 
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1 Q. The ongoing t e s t you r e f e r t o i s the pressure 

2 monitoring data which i s r e f l e c t e d i n E x h i b i t 3D from 

3 Targa? 

4 A. Yes. And t h a t pressure monitoring data i s fed 

5 back t o the PLC at the p l a n t so t h a t they would be 

6 immediately aware of any s i g n i f i c a n t r i s e or loss of 

7 pressure on t h a t back side. 

8 MS. GERHOLT: Excuse the i n t e r r u p t i o n . 

9 3D, I don't have. Was t h a t what was emailed t o the 

10 D i v i s i o n l a s t week? 

11 MR. SCOTT: I t ' s the raw data t h a t 

12 supports --

13 MS. GERHOLT: We d i d receive t h a t . We 

14 j u s t don't have t h a t i n our e x h i b i t as 3D. Thank you. 

15 MR. SCOTT: Sure. 

16 Q. (By Mr. Scott) F i n a l l y , the D i v i s i o n made 

17 some recommendations concerning the H2S contingency plan 

18 Targa submitted, s p e c i f i c a l l y t h a t there be a p r o v i s i o n 

19 included t o address what happens i f the w e l l i t s e l f 

20 ceases t o be operable. 

21 Have you seen t h a t type of c o n d i t i o n imposed 

22 i n any other H2S contingency plan t h a t you've been 

23 in v o l v e d with? 

24 A. No. The H2S contingency plans are 

25 t y p i c a l l y -- not t y p i c a l l y . I mean by Rule 11, they're 
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1 r e q u i r e d t o provide i n f o r m a t i o n on how a company would 

2 deal w i t h an a c c i d e n t a l release or leak of H2S, e i t h e r 

3 from a p l a n t or from a w e l l or anything else. So i t ' s 

4 r e a l l y geared towards how you p r o t e c t p u b l i c s a f e t y as a 

5 r e s u l t of a p o t e n t i a l leak. 

6 I t h i n k what we were discussing or what the 

7 D i v i s i o n was, and w e ' l l w a i t t o see t h e i r testimony, but 

8 based on what we discussed, i t was my understanding t h a t 

9 what the D i v i s i o n i s seeking would be some k i n d of 

10 forethought and perhaps documentation of what would be 

11 the approach t h a t would be taken t o a p p r o p r i a t e l y deal 

12 w i t h a f a i l u r e of some s o r t of the w e l l . 

13 Because c l e a r l y , once the SRU i s shut down at 

14 t h i s f a c i l i t y , and, i n f a c t , the end purpose of these 

15 a c i d gas i n j e c t i o n w e l l s i s t o be able t o shut down u n i t s 

16 t h a t cause a d d i t i o n a l a i r q u a l i t y impacts, i f the w e l l 

17 had t o be shut down, you're b a s i c a l l y s h u t t i n g down the 

18 p l a n t and s h u t t i n g down the producers t h a t supply gas t o 

19 t h a t p l a n t . 

20 So what I t h i n k the D i v i s i o n i s t a l k i n g about 

21 there i s coming up w i t h some ki n d of contingency f o r how 

22 you would manage the ope r a t i o n of the w e l l i n a 

23 p o t e n t i a l l y compromised s i t u a t i o n u n t i l you could deal 

24 w i t h t h a t through a workover process. 

25 We, i n e f f e c t , are dealing w i t h t h a t on 
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1 another w e l l , and we're working very c l o s e l y w i t h the 

2 D i v i s i o n and monitoring i t on a very close basis between 

3 the time when we detected t h a t there was a p o t e n t i a l leak 

4 i n t h a t w e l l and when we're going t o be able t o work t h a t 

5 w e l l over. 

6 So I t h i n k the D i v i s i o n i s t h i n k i n g , and I 

7 t h i n k i t i s prudent t o t h i n k about, t o develop some way 

8 of deali n g w i t h those t h i n g s down the road. But i t ' s not 

9 r e a l l y p a r t of an H2S contingency plan. 

10 MR. SCOTT: At t h i s time, Madam Chair, I 

11 would move the admission of Targa's E x h i b i t s 1 and 3A 

12 through 3D. 

13 CHAIRMAN BAILEY: Any objection? 

14 MS. GERHOLT: No. 

15 CHAIRMAN BAILEY: They are so admitted. 

16 (Targa E x h i b i t s 1 and 3A through 3D are admitted.) 

17 MR. SCOTT: I would also move admission of 

18 Targa's E x h i b i t 2, which Mr. Gutierrez modified s l i g h t l y 

19 t h i s morning and I have on a thumb d r i v e t h a t I can 

2 0 provide t o the court r e p o r t e r , so i t would be an exact 

21 copy of what was presented d u r i n g h i s testimony. 

22 CHAIRMAN BAILEY: Any objection? 

23 MS. GERHOLT: I don't have any o b j e c t i o n 

24 because the m o d i f i c a t i o n s were minor, and one of the 

25 m o d i f i c a t i o n s was based on an OCD e x h i b i t t h a t i s 
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1 a v a i l a b l e c u r r e n t l y t o the D i v i s i o n . 

2 CHAIRMAN BAILEY: So admitted. 

3 I f you'd give t h a t thumb d r i v e t o the court 

4 r e p o r t e r . 

5 (Targa E x h i b i t 2 i s admitted.) 

6 MR. SCOTT: No f u r t h e r questions f o r t h i s 

7 witness. 

8 CHAIRMAN BAILEY: Any cross-examination? 

9 MS. GERHOLT: Yes. 

10 CROSS-EXAMINATION 

11 BY MS. GERHOLT: 

12 Q. Good morning, Mr. Gut i e r r e z . You've been 

13 t a l k i n g about the step- r a t e t e s t . And through the 

14 documentation t h a t Targa provided the D i v i s i o n , I note 

15 Targa n o t i f i e d the D i v i s i o n t h a t a step-rate t e s t was 

16 going t o be conducted. However, I cannot locate the name 

17 of the i n d i v i d u a l w i t h i n the OCD d i s t r i c t o f f i c e who 

18 witnessed the step-rate t e s t . Do you know who th a t was? 

19 A. Unfor t u n a t e l y , I don't. But I can f i n d out 

20 h o p e f u l l y during a break. I could c a l l the s t a f f member 

21 who was there from our company, Jim Hunter, t h a t was 

22 there, and maybe he r e c a l l s who i t was t h a t witnessed the 

23 t e s t . He's i n A r t e s i a cranking up another AGI r i g h t now. 

24 Q. I f you could. Because I've contacted our 

25 d i s t r i c t o f f i c e , and we don't have t h a t i n f o r m a t i o n 
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1 a v a i l a b l e . So i f you contact your employee, I'd 

2 appreciate i t . 

3 A. Sure. 

4 Q. Thank you. Targa i s requesting an i n j e c t i o n 

5 i n t e r v a l from 4,210 t o 4,850; i s t h a t correct? 

6 A. That would be i f we were allowed t o p e r f o r a t e 

7 t h i s a d d i t i o n a l 40 f e e t . 

8 Q. So i t would be p e r f o r a t e d i n j e c t i o n i n t e r v a l 

9 of approximately 640 fe e t thickness or a nonperforated --

10 so the p e r f o r a t e d i n t e r v a l would be 600 f e e t ; i s t h a t 

11 correct? 

12 A. No. We would have e s s e n t i a l l y between 4,250 

13 now and 4,850, which i s 600 f e e t . That's open hole. So 

14 what we would be doing would be j u s t p e r f o r a t i n g 40 fe e t 

15 of casing t h a t e x i s t s immediately above the open hole 

16 below the packer. So i t would be a t o t a l of 640 fe e t of 

17 formation t h a t would be open t o i n j e c t i o n i f t h a t 

18 p e r f o r a t i o n took place. 

19 Q. I f I could please draw your a t t e n t i o n t o what 

20 i s the Commission's S l i d e 30, and I bel i e v e i t ' s Slide 31 

21 on your s l i d e t h a t i s being p r o j e c t e d . 

22 A. Let me p u l l t h a t back up, i f I can. I s t h i s 

23 i t ? 

24 Q. Yes, s i r . According t o t h i s s l i d e , Targa 

25 asser ts t h a t the zone t h a t would accept the f l u i d i s 
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approximately 302 f e e t t h i c k ? 

2 A. Yes. 

3 Q. I f I could have you t u r n t o what i s Targa 

4 S l i d e 22. 

5 A. Which s l i d e ? 

6 Q. I have i t marked 22. I t ' s e n t i t l e d , "Sidewall 

7 Cores." 

8 A. Sure. 

9 Q. Thank you. Mr. Gutierrez, would i t be 

10 p o s s i b l e t o i d e n t i f y f o r the Commission on t h i s s l i d e 

11 which 302 f e e t t h a t Targa believes w i l l accept the 

12 i n j e c t e d material? 

13 A. I t would be easier on -- i n f a c t , we've r e a l l y 

14 shown t h a t s p e c i f i c a l l y on the s l i d e t h a t i s c a l l e d , 

15 " t r a c e r survey," because t h a t ' s where we got t h a t 

16 distance from, so I could show you t h a t . And i t ' s from 

17 here through e s s e n t i a l l y approximately here. 

18 Q. So from the top of the d i s t r i b u t i o n of 

19 i n j e c t i o n l i n e t o a t h i r d of the way down i s 11.9 percent 

20 i n j e c t i o n i n t e r v a l ; i s t h a t correct? 

21 A. That's r i g h t . I t h i n k i t ' s described here, 

22 which i s about 51 percent of the t o t a l i n j e c t i o n zone. 

23 There's high i n j e c t i v i t y between 4,355 or b a s i c a l l y 40 --

24 i t s t a r t s -- there's very high i n j e c t i v i t y between those 

25 zones. There i s some i n j e c t i v i t y between 4,250 and 
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1 4,280. Then we get i n t o some p r e t t y high i n j e c t i v i t y . 

2 Then we have no i n j e c t i o n i n these i n t e r v a l s . So when 

3 you TAG a l l t h a t out, i t comes out t o about 302 f e e t . 

4 Q. This i s based on the logs and t e s t i n g t h a t has 

5 occurred p r e - i n j e c t i o n of a c i d gas? This i s i n j e c t i o n of 

6 water; i s t h a t correct? 

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

8 Q. This 302 fe e t t h a t Targa believes w i l l accept 

9 the i n j e c t i o n m a t e r i a l , t h a t ' s not an absolute t h a t a l l 

10 302 f e e t w i l l take i t e q u a l l y ; i s t h a t correct? 

11 A. Oh, yes, t h a t ' s c o r r e c t . I t w i l l not take i t 

12 equally, I mean at l e a s t i n the immediate v i c i n i t y of the 

13 wellbore. Once we get f a r t h e r away from the wellbore, 

14 our experience w i t h the San Andres has been t h a t the 

15 formation has s u f f i c i e n t v a r i a b i l i t y t h a t tends t o spread 

16 out over -- i t tends t o equalize as th a t f r o n t moves 

17 away. But yes, i t does not take i t equally. I n f a c t , 

18 t h a t ' s what t h i s shows, i s t h a t there are zones t h a t take 

19 more flow than others. 

20 Q. I beli e v e you t e s t i f i e d on d i r e c t examination 

21 t h a t i t would be reasonable t o include i n a permit t h a t 

22 at a l a t e r date, Targa be re q u i r e d t o run, whether i t ' s a 

23 t r a c e r survey or some other t e s t of Targa's choosing, t o 

24 a c t u a l l y see where the plume i s moving out i n t o the 

25 formation; i s t h a t a c o r r e c t summary? 
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A. No. I t h i n k what i t was was t o do some k i n d 

2 of a t e s t t h a t would see how the i n j e c t i v i t y over the 

3 zone t h a t ' s being i n j e c t e d i n t o might have changed over 

4 time. But I don't t h i n k we t a l k e d about the actual 

5 t r y i n g t o measure the expansion of the plume. 

6 Q. And how do you t h i n k Targa could t e s t f o r 

7 that? 

8 A. Well, the way t h a t you would do i t would be t o 

9 run another temperature survey or i n j e c t i o n survey w i t h a 

10 temperature warm-back so t h a t you could then compare the 

11 r e s u l t s of t h i s one t o the previous one and then make 

12 some conclusions about what thickness of the r e s e r v o i r i s 

13 t a k i n g the i n j e c t i o n . 

14 Q. And I b e l i e v e you also t e s t i f i e d on d i r e c t 

15 examination t h a t i t was not unreasonable f o r the 

16 D i v i s i o n ' s request t o have MIT once a year? 

17 A. I don't t h i n k i t ' s unreasonable. Although I 

18 do t h i n k t h a t the c o n t i n u a l m onitoring of t h a t annular 

19 pressure and the i n j e c t i o n pressure and temperature serve 

20 as an ongoing MIT. 

21 Q. Correct. And at t h i s meeting we had Monday 

22 w i t h everyone, the OCD d i d discuss t h e i r data c o l l e c t i o n 

23 system, RBDMS; i s t h a t correct? 

24 A. Yes. 

25 Q. And t h a t OCD, u n f o r t u n a t e l y at t h i s time, 
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cannot accept those pressure data i n a usable format; 

2 i s n ' t t h a t c orrect? 

3 A. Yes, i t i s . 

4 MS. GERHOLT: I f I may have one moment, 

5 please? 

6 I w i l l w ait f o r Mr. Jones t o t e s t i f y about the 

7 D i v i s i o n ' s suggestion on a contingency plan. But I have 

8 no f u r t h e r questions of t h i s witness. 

9 CHAIRMAN BAILEY: Commissioner Dawson? 

10 COMMISSIONER DAWSON: Just a few 

11 questions. 

12 EXAMINATION 

13 BY COMMISSIONER DAWSON: 

14 Q. The request of i n j e c t i n g from 4,210 t o 4,250, 

15 t h a t zone --- the p o r o s i t y i n t h a t zone, would you t h i n k 

16 t h a t would be p r e t t y s i m i l a r t o Segment 2 which i s 

17 roughly 19 and a h a l f percent on the crossplot? 

18 A. Yes, at le a s t t h a t . 

19 Q • I t ' s a very porous zone compared t o th a t 

20 Segment 2, probably, which i s t a k i n g most of the f l u i d ? 

21 A. I t ' s about the same as t h a t , yes, s i r . 

22 Q. On the contingency plan t h a t has been 

23 discussed w i t h OCD, i t ' s not r e a l l y set i n concrete yet 

24 t h a t i s , the contingency plan? I heard you t a l k i n g about 

25 the contingency plan more or less regarding the wellbore. 
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1 Did you guys t a l k anything about the p i p e l i n e s t h a t i t ' s 

2 d e l i v e r i n g t o the p l a n t , the contingency plan concerning 

3 that? Have you t a l k e d about t h a t before? 

4 A. The p i p e l i n e t h a t takes the low pressure aci d 

5 gas from the middle Eunice p l a n t t o the south Eunice 

6 p l a n t i s monitored and i s double l i n e d . And i t i s 

7 included i n the e x i s t i n g H2S contingency plan i f there 

8 should be some leak or f a i l u r e of t h a t l i n e . But other 

9 than t h a t , no, we haven't discussed i t any f u r t h e r . 

10 Q. On the Santa R i t a Number 2 w e l l , you said i t ' s 

11 producing from the B l i n e b r y Formation? 

12 A. Yes. 

13 Q. Do you know what the upper p e r f o r a t i o n depth 

14 i s on t h a t w e l l i n r e l a t i o n t o the lowest i n j e c t i o n 

15 i n t e r v a l on your AGI well? 

16 A. I don't have an exact number on t h a t . I would 

17 say on the order of several hundred f e e t . I t was pa r t of 

18 the o r i g i n a l -- t h a t ' s something t h a t was presented i n 

19 the o r i g i n a l hearing and the C-108 a p p l i c a t i o n t h a t was 

20 submitted o r i g i n a l l y . But o f f the top of my head, I 

21 can't r e c a l l . 

22 We do have a l i t t l e b i t of a d d i t i o n a l n a t u r a l 

23 p r o t e c t i o n , u n f o r t u n a t e l y , i n some ways because the basal 

24 p a r t of t h a t San Andres i s p r e t t y t i g h t . So i t ' s not 

25 t a k i n g a l o t of f l u i d i n the bottom say hundred f e e t . 
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1 Q. I t looks l i k e the p o r o s i t y i s only about four 

2 and a h a l f percent down there. 

3 A. Yes, s i r . 

4 Q. When you re-rou t e your TAG t o the SRU, what 

5 k i n d of monit o r i n g do you have on t h a t . I s t h a t 

6 monitored p r e t t y well? 

7 A. The SRU i s subject t o p r e t t y extensive a i r 

8 monitoring associated w i t h t h a t u n i t , and i t i s 

9 incorporated i n t o the H2S contingency plan f o r the p l a n t . 

10 I don't t h i n k there's any p h y s i c a l movement of anything 

11 t h a t i s r e q u i r e d t o re-rou t e t h a t . I t ' s j u s t a 

12 mani f o l d i n g valve. 

13 However, you should be aware of the f a c t i t i s 

14 not Targa's i n t e n t t o continue t o operate t h a t SRU. 

15 U l t i m a t e l y , they w i l l shut t h a t down. That's p a r t of the 

16 reason f o r t h i s w e l l . 

17 MR. SCOTT: Madam Chair, i f I might? 

18 Pursuant t o a settlement agreement w i t h the NMED, t h a t 

19 SRU i s now shut down. I t had a six-month overlap p e r i o d 

20 while the w e l l was s t a r t e d up. And at the end of t h a t 

21 s i x months, the SRU was t o be shut down, and we're r i g h t 

22 at the end of t h a t six-month p e r i o d r i g h t now. 

23 COMMISSIONER DAWSON: That's a l l . Thank 

24 you. 

25 CHAIRMAN BAILEY: Commissioner Balch? 
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1 EXAMINATION 

2 BY COMMISSIONER BALCH: 

3 Q. So you're asking f o r -- Targa i s asking f o r 

4 three separate MAOPs depending upon the mix of i n j e c t i n g . 

5 And you're p r e d i c t i n g t h a t i t ' s p r i m a r i l y going t o be 

6 60/40 as an average. What's the u l t i m a t e source of the 

7 gas and the u l t i m a t e source of the wastewater? 

9 e s s e n t i a l l y t h i s mixture-dependent MAOP. But a f t e r 

10 discussion w i t h the agency and w i t h Targa about how 

11 d i f f i c u l t i t would be t o monitor e x a c t l y what t h a t i s , 

12 what we s e t t l e d on was j u s t asking f o r a s i n g l e MAOP 

13 based on the a n t i c i p a t e d mixture. 

14 Q. That's 1,630? 

15 A. That's a 1,600, yes. Now, t o answer your 

16 question about the source o f - t h e water, the bulk of the 

17 water t h a t i s being i n j e c t e d i s c o o l i n g tower blow-down 

18 water from the p l a n t , the middle Eunice p l a n t . They 

19 o r i g i n a l l y d i d also i n j e c t i n t h i s w e l l f o r many years 

20 i n j e c t e d wastewater from a Texaco remedial groundwater 

21 remediation e f f o r t t h a t was being conducted at the south 

22 Eunice p l a n t . 1 

2 3 That water i s no longer being taken by t h i s 1 

24 w e l l , so i t i s s t r i c t l y wastewater from the p l a n t , 

25 p r i m a r i l y comprised of c o o l i n g tower blow-down, and 

8 A. F i r s t of a l l , o r i g i n a l l y , we were asking f o r 
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1 t h a t ' s the source of the wastewater. The source of the 

2 TAG i s the n a t u r a l gas processing t h a t takes place at the 

3 middle Eunice p l a n t , the aiming tower there. 

4 Q. You a c t u a l l y brought up another question t h a t 

5 I had there. The temperature of the r e s e r v o i r , 83 

6 degrees, p r e t t y low, l i k e l y the r e s u l t of the previous 

7 i n j e c t i o n of wastewater. How long d i d t h a t wastewater 

8 get inje c t e d ? Do you have any idea of how f a r t h a t may 

9 have spread from the wellbore? 

10 A. I don't. That i n j e c t i o n had taken place over 

11 q u i t e a number of years at v a r y i n g r a t e s , and we've not 

12 attempted t o evaluate how f a r t h a t water would have 

13 t r a v e l e d . And i t might have something t o do w i t h t h a t 

14 temperature t h a t we observed there, although i t was a 

15 p r e t t y s i g n i f i c a n t b u f f e r i n g c a p acity of t h a t formation. 

16 And t h a t ' s something t h a t I also f a i l e d t o 

17 mention t h a t you brought up t h a t I t h i n k merits some 

18 co n s i d e r a t i o n . And t h a t i s t h a t the San Andres has a 

19 huge b u f f e r i n g capacity, because i t ' s e s s e n t i a l l y a 

20 massive limestone and dolomite. And I'm not sure t h a t 

21 a f t e r some p e r i o d of time and some distance away from the 

22 w e l l t h a t the character of t h a t formation water would be 

23 s u b s t a n t i v e l y d i f f e r e n t , due t o the TAG i n j e c t i o n because 

24 of the b u f f e r i n g capacity. 

25 But i n answer t o your question, we have not 
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1 c a l c u l a t e d the distance or the e f f e c t of the previous 

2 i n j e c t i o n . 

3 Q. And another research t h a t I'm f a m i l i a r w i t h , I 

4 bel i e v e t h a t area of the San Andres i s subject t o 

5 f l u s h i n g of meteoric groundwater from the west and may 

6 also a t t r i b u t e t o the lower temperature? 

7 A. I t could, although t h a t would be from some 

8 s i g n i f i c a n t distance away from here. But yes, i t could. 

9 Q. The r a t e of three b a r r e l s a minute, i s t h a t 

10 going t o be f a i r l y sustainable so you can meet t h a t 51 

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

12 A. Yes. I t h i n k t h a t ' s roughly the r a t e they're 

13 going t o be -- t h a t would be the r a t e they are i n j e c t i n g 

14 at c u r r e n t l y and what they would be seeking t o maintain. 

15 Q. And your wastewater r a t e i s going t o be 

16 consistent because i t ' s a l l coming from the p l a n t ' s 

17 c o o l i n g process? 

18 A. I t i s . Except i t does change seasonally. So 

19 i n the summer, they might have gr e a t e r flows because they 

20 blow down those towers a l i t t l e more f r e q u e n t l y . 

21 Q. So i n the summer your water r a t i o may go up 

2 2 and i n the w i n t e r i t may go down? 

23 A. Yes, s i r . 

24 Q. I f y o u ' r e going f rom 60/40 as an average, what 

25 would be the v a r i a t i o n , summer t o w in te r? 
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1 A. I t h i n k i t would be maybe 65/35 t o maybe 50 or 

2 52/4 8, somewhere i n t h a t range. 

3 Q. Not t e r r i b l y s i g n i f i c a n t ? • 

4 A. No, s i r . 

5 Q. There was some discussion by both sides about 

6 the MIT t e s t , annual MIT t e s t i n g . I s there a way t o take 

7 your ongoing monitoring and t u r n i t i n t o a pseudo-MIT 

8 t e s t and r e p o r t i t once a year? 

9 A. Sure. I mean we c e r t a i n l y could r e p o r t a 

10 pressure graph t h a t would show the pressure, j u s t l i k e 

11 what you saw displayed here, t h a t would show both 

12 i n j e c t i o n pressure. I would suggest not only the 

13 pressure but the i n j e c t i o n temperature, i n j e c t i o n 

14 temperature and then the annular pressure. And t h a t 

15 could be graphed and made a v a i l a b l e . 

16 I mean as i t i s , Targa and other operators of 

17 AGIs are r e q u i r e d t o keep those records and have them 

18 a v a i l a b l e f o r OCD i n s p e c t i o n . But we have not been 

19 r e q u i r e d i n the past t o t u r n them i n . But c e r t a i n l y -- I 

20 mean t h a t ' s data t h a t ' s c o l l e c t e d . I t could be done. 

21 Q. Could i t be formatted i n such a way t h a t i t 

22 would be acceptable t o the RDBS system? 

23 A. I don't know about t h a t . That's an IT issue. 

24 I don't t h i n k t h e i r system i s set up t o be able t o take 

25 those. Because the C-115, b a s i c a l l y you re p o r t an 
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1 average pressure, i n j e c t i o n pressure f o r the month and 

2 t o t a l volume f o r the month and so i t doesn't r e a l l y have 

3 any k i n d of way of accepting annular pressure, f o r 

4 example. And I t h i n k the MIT i s j u s t k i n d of a -- they 

5 have a snapshot every -- o r i g i n a l l y , every f i v e years, 

6 t h a t ' s what they r e q u i r e d , and now more r e c e n t l y , i t ' s 

7 been every two years t h a t you would b a s i c a l l y get a 

8 snapshot of the i n t e g r i t y of the w e l l . 

9 Q. A l l r i g h t . I n your core plugs, I do n o t i c e 

10 there's considerable v a r i a t i o n i n p o r o s i t y , and then also 

11 the a b i l i t y t o take the water as you go down the 

12 i n j e c t i o n i n t e r v a l . The p e r m e a b i l i t y t h a t was measured 

13 from those core plugs also had a l o t of permeability? 

14 A. Yes, s i r . 

15 Q. Do the high p e r m e a b i l i t y and high p o r o s i t y 

16 tend t o c o r r e l a t e , or i s i t more v a r i a b l e than that? 

17 A. I would say the answer i s a guarded yes. They 

18 do tend t o c o r r e l a t e . However, what we n o t i c e d i s t h a t , 

19 you know, i n some cases, i t was almost impossible t o 

2 0 measure the p e r m e a b i l i t y because the sample was so vuggy 

21 t h a t when we get the s i d e w a l l core, i t b a s i c a l l y f a l l s 

22 apart. But t h a t i m p l i e s t h a t you're going t o have p r e t t y 

23 s i g n i f i c a n t both p o r o s i t y and p e r m e a b i l i t y i n t h a t 

24 sample. 

25 COMMISSIONER BALCH: Those are my 
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1 questions. 

2 EXAMINATION 

3 BY CHAIRMAN BAILEY: 

4 Q. I'm lo o k i n g f o r lessons learned from the 

5 packer leaks and other issues t h a t have developed f o r 

6 Targa and other AGI w e l l s i n the southeast. 

7 What measures have you considered f o r ensuring 

8 t h a t we don't continue t o see packer leaks i n the f u t u r e 

9 or casing leaks? What suggestions and what p o l i c i e s ? 

10 A. Well, t h a t ' s a question t h a t we're considering 

11 very s e r i o u s l y now f o r q u i t e a number of our c l i e n t s . I 

12 t h i n k t h a t i t i s -- you know, you t r y t o be as prudent 

13 and c a r e f u l as you can w i t h those seals when you're 

14 i n p l a c i n g the t u b i n g t o begin w i t h . But you r e l y on the. 

15 f a c t t h a t t y p i c a l l y -- f i r s t of a l l , we've never had a 

16 casing leak. The only leaks t h a t we've seen are e i t h e r 

17 t u b i n g or packer seal leaks. 

18 But t a k i n g one at a time, the tu b i n g we now --

19 one of the lessons learned i s t h a t a l l of the tu b i n g t h a t 

20 we now put together as we i n s t a l l the w e l l , one, i t has 

21 a l l FX u l t r a threads which, b a s i c a l l y , are much closer 

22 threads and much f i n e r threads than eight-round thread, 

23 . which i s the normal t u b i n g thread. So i t provides a 

24 b e t t e r metal-to-metal seal on the tub i n g . 

25 However, the f l i p s i d e of t h a t i s t h a t you've 
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1 got t o be a l i t t l e more c a r e f u l when you put those 

2 together, and you have t o have a torque wrench. You 

3 don't j u s t throw the chain on them and slap them 

4 together. You put them together w i t h a -- t y p i c a l l y , we 

5 use a subcontractor t h a t has a s p e c i f i c torque wrench, 

6 and we torque every one of those connections t o e x a c t l y 

7 what the manufacturer s p e c i f i c a t i o n i s . That's one issue 

8 t o prevent t u b i n g leaks. 

9 The other issue on the packers, we are working 

10 w i t h H a l l i b u r t o n and other s u p p l i e r s of those seals t o 

11 t r y and understand why they f a i l when we p u l l them out of 

12 a w e l l and t r y t o determine i f they've been damaged while 

13 stabbing i n t o the a c t u a l packer. 

14 Because the way these seals work, they're l i k e 

15 p i s t o n r i n g s on a p i s t o n , and there's s i x of them. And 

16 as they stab through the packer, they a c t u a l l y seal 

17 between the t u b i n g and the packer. But they're a c t u a l l y 

18 on the t u b i n g . They're not i n the packer. So t h a t 

19 allows you t o be able t o replace them. 

20 So one of the th i n g s we're also looking at i s 

21 having a s e c t i o n of tu b i n g t h a t has the p r o f i l e nipples 

22 and a l l of the packer seals t h a t would be a v a i l a b l e as a 

23 spare on the s i t e t h a t would allow f o r replacement of 

24 t h a t . But s t i l l , I mean you s t i l l have t o be able t o 

25 shut the w e l l down and get a r i g out there, p u l l a l l the 
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1 t u b i n g and do t h a t . 

2 But we are working w i t h H a l l i b u r t o n and 

3 Schlumberger t h a t are manufacturers of those t o e i t h e r 

4 improve the a c t u a l q u a l i t y of those seals -- those seals 

5 are s p e c i f i c a l l y designed t o be r e s i s t a n t t o acid gas, so 

6 we haven't r e a l l y seen c o r r o s i o n . What we've seen i s 

7 more p h y s i c a l damage t h a t has occurred when they're 

8 a c t u a l l y stabbing i n t o the packer. And I t h i n k t h a t ' s 

9 what occurred i n t h i s case, because the seal leak 

10 - happened almost immediately. 

11 So a l l I can say i s i t ' s a work i n progress. 

12 We're t r y i n g t o improve t h a t , but we're also looking at 

13 in c r e a s i n g the number of seals t h a t we have. Right now, 

14 there's s i x seals i n t h a t s t r i n g . We may end up having 

15 H a l l i b u r t o n construct some w i t h more seals so t h a t i f you 

16 have one f a i l , you s t i l l have others t h a t w i l l help. 

17 But i t ' s c l e a r l y -- t h i s i s an issue t h a t 

18 i s n ' t j u s t an issue f o r us. I t ' s an issue t h a t a l o t of 

19 m a t e r i a l s c i e n t i s t s are working on t o t r y and improve the 

2 0 technology. 

21 CHAIRMAN BAILEY: We'll look forward t o 

22 t h a t . 

23 Those are a l l the quest ions I have. Do you 

24 have any r e b u t t a l ? 

2 5 MR. SCOTT: Just a couple of quick 
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1 questions j u s t t o c l a r i f y . 

2 REDIRECT EXAMINATION 

3 BY MR. SCOTT: 

4 Q. Mr. Gut i e r r e z , you were asked some questions 

5 about p r i o r water disposal i n t o t h i s w e l l . Targa 

6 a c t u a l l y a p p l i e d t o deepen t h i s w e l l from 4,550 down t o 

7 the depth i t ' s c u r r e n t l y completed a t ; correct? 

8 A. Correct. 

9 Q. So the water disposal t h a t occurred p r e v i o u s l y 

10 was from 4,550 and above? 

11 A. That's r i g h t . So i t would have been more i n t o 

12 the upper p o r t i o n of t h a t zone. 

13 Q. The H2S contingency plan, j u s t so we're cl e a r , 

14 t h a t plan covers a leak t h a t would occur at the Eunice 

15 p l a n t along the Eunice p i p e l i n e or at the ac i d gas 

16 i n j e c t i o n w e l l i t s e l f ; c orrect? 

17 A. Or the surface compression f a c i l i t i e s at the 

18 gas i n j e c t i o n w e l l i t s e l f . 

19 Q. So the e n t i r e system i s covered by the plan t o 

20 p r o t e c t p u b l i c s a f e t y i n t h a t document? 

21 A. Absolutely. 

22 Q. Looking at paragraph C of Order 12809-C, under 

23 the s e c t i o n on mechanical i n t e g r i t y t e s t , can you read 

24 t h a t section? 

25 A. Yes. This i s on page 11 out of 14 of the 
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1 order under the b u l l e t t i t l e d , "Mechanical i n t e g r i t y 

2 t e s t . " I t reads, " A f t e r i n s t a l l i n g i n j e c t i o n t u b i n g but 

3 p r i o r t o commencing i n j e c t i o n operations and at le a s t 

4 once every f i v e years t h e r e a f t e r , the operator s h a l l 

5 pressure t e s t the casing from surface t o the packer 

6 s e t t i n g depth t o assure casing i n t e g r i t y . Mechanical 

7 i n t e g r i t y t e s t i s also r e q u i r e d whenever the packer i s 

8 re s e t . " 

9 MR. SCOTT: Thank you. No f u r t h e r 

10 questions. 

11 CHAIRMAN BAILEY: A l l r i g h t . This witness 

12 may be excused. 

13 CHAIRMAN BAILEY: I t ' s time f o r lunch. 

14 Let's take a break and come back at 1:00. 

15 (A lunch recess was taken.) 

16 CHAIRMAN BAILEY: Okay. We'll go back on 

17 the record. I t ' s 1:00. We're co n t i n u i n g Case Number 

18 14575. I be l i e v e we've j u s t f i n i s h e d w i t h the 

19 cross-examination and Commission questions of Al b e r t o 

20 Gu t i e r r e z . Did we have r e b u t t a l of your witness? 

21 MR. SCOTT: I don't have any f u r t h e r 

22 questions of t h i s witness. 

23 CHAIRMAN BAILEY: Okay. Then t h i s witness 

24 may be excused, and you may c a l l your second witness. 

25 MR. SCOTT: No other witnesses at t h i s 
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1 time. We reserve the r i g h t t o c a l l one of these 

2 gentlemen i n r e b u t t a l , i f necessary. 

3 CHAIRMAN BAILEY: Well, Ms. Gerholt, do 

4 you have an opening statement? 

5 MS. GERHOLT: I do. Madam Chair, 

6 Commissioners, the O i l Conservation D i v i s i o n has entered 

7 i t s appearance i n t h i s matter not t o p r o t e s t Targa's 

8 a p p l i c a t i o n but t o merely make a few suggestions f o r you 

9 t o consider. 

10 Acid gas i n j e c t i o n w e l l s are i n t e g r a l t o the 

11 o i l f i e l d s i n New Mexico and the D i v i s i o n acknowledges 

12 t h a t . The D i v i s i o n i s asking t h a t you, as Commissioners, 

13 consider i n c l u d i n g i n Targa's permit three requirements. 

14 The f i r s t i s t h a t Targa be req u i r e d t o conduct 

15 a t e s t of i t s choice t o determine whether or not a 

16 p a r t i c u l a r zone w i t h i n the i n j e c t i o n i n t e r v a l has more 

17 r a p i d l y accepted the i n j e c t i o n m a t e r i a l s than i n another 

18 zone. 

19 For example, the t e s t could be conducted a f t e r 

20 f i v e years or 10 years of i n j e c t i o n . By conducting t h i s 

21 t e s t and analyzing the data, Targa w i l l have an accurate 

22 model and an accurate knowledge of the i n j e c t i o n 

23 i n t e r v a l . 

24 I t w i l l a l so he lp the D i v i s i o n . The D i v i s i o n 

25 w i l l be able t o determine i f any w e l l s are i n danger or 
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1 i f the i n j e c t i o n i n t e r v a l i s accepting the m a t e r i a l s as 

2 presented i n the current models. 

3 The D i v i s i o n i s also recommending t h a t Targa 

4 conduct the mechanical i n t e g r i t y t e s t once a year. 

5 Targa's already t e s t i f i e d t o the f a c t t h a t they gather 

6 pressure data on an hour l y basis. They have made t h i s 

7 i n f o r m a t i o n a v a i l a b l e t o the D i v i s i o n and the D i v i s i o n 

8 has reviewed i t . 

9 However, the D i v i s i o n i s more f a m i l i a r w i t h 

10 MITs, and we have a database which c o l l e c t s i n f o r m a t i o n 

11 as an MIT, not as an hour l y pressure data system, t h a t 

12 a s s i s t s the D i v i s i o n i n performing i t s job of r e g u l a t i o n s 

13 because they're able t o then go back through t h e i r own 

14 database and review the MITs from year t o year. 

15 F i n a l l y , the D i v i s i o n has recommended t h a t 

16 Targa consider having a contingency plan f o r what happens 

17 i f the w e l l i s o f f l i n e f o r an extended p e r i o d of time. 

18 The D i v i s i o n has made t h i s recommendation i n order t o 

19 assure an open and strong communication between Targa and 

20 the D i v i s i o n . 

21 Mr. Jones w i l l t e s t i f y on behalf of the 

22 D i v i s i o n today. Mr. Jones i s an OCD engineer who has 

23 experience w i t h a c i d gas w e l l s and has s p e c i f i c 

24 experience r e l a t e d t o Targa's Eunice AGI. He w i l l be 

25 able t o e x p l a i n why the D i v i s i o n i s asking the Commission 
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1 f o r these recommendations. 1 

2 Again, the D i v i s i o n does not want t o h a l t the j 

1 
3 p e r m i t t i n g of Targa's AGI w e l l , but appears before you j 

4 today t o provide a d d i t i o n a l i n f o r m a t i o n and suggestions 1 

5 f o r your c o n s i d e r a t i o n . Thank you. j 

6 At t h i s time, I would now c a l l Mr. Jones. J 

7 (One witness sworn.) j 

8 WILLIAM JONES | 

9 Having been f i r s t duly sworn, t e s t i f i e d as f o l l o w s : ] 

10 DIRECT EXAMINATION \ 

11 BY MS. GERHOLT: 

12 Q. Good afternoon. Please s t a t e your name f o r j 

13 the record? I 

14 A. W i l l i a m V. Jones. ; 

15 Q. Where do you work? | 

16 A. The O i l Conservation D i v i s i o n . 

17 Q. And how long have you worked f o r the O i l j 

18 Conservation D i v i s i o n ? 

19 A. Ten years. 

2 0 Q. And what are your job d u t i e s w i t h the 1 

21 D i v i s i o n ? | 

22 A. I process a p p l i c a t i o n s f o r exceptions t o the I 

23 r u l e s i n the Engineering Bureau and serve as a hearing | 

24 o f f i c e r on occasion. J 

25 Q. You said you worked f o r the Engineering j 
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1 Bureau? 

2 A. Yes, ma'am. 

3 Q. Included w i t h your d u t i e s i n the Engineering 

4 Bureau, do you have the o p p o r t u n i t y t o review aci d gas 

5 i n j e c t i o n wells? 

6 A. I have over the past several years. 

7 Q. Are those a p p l i c a t i o n s f o r AGIs? 

8 A. I look over the C-108 as i t comes i n . 

9 Q. What's a C-108? 

10 A. The C-108 i s the standard form t h a t the 

11 D i v i s i o n r e q u i r e s f o r i n j e c t i o n permits. I t ' s intended 

12 t o be p r e t t y thorough i n e v a l u a t i n g the e f f e c t s of any 

13 i n j e c t i o n on p o t e n t i a l impact t o f r e s h water or movement 

14 of f l u i d out of a zone. 

15 Q. Approximately how many C-108s r e l a t e d t o ac i d 

16 gas i n j e c t i o n w e l l s have you had the o p p o r t u n i t y t o 

17 review? 

18 A. Probably about seven. 

19 Q. And p r i o r t o working f o r the D i v i s i o n , where 

2 0 were you employed? 

21 A. I worked 20 years w i t h Texaco, Permian Basin 

22 and Hobbs, West Texas, Eastern New Mexico f o r 10 years as 

23 a production engineer, r e s e r v o i r engineer, reserves 

24 engineer. And then I was t r a n s f e r r e d t o Denver. I 

25 worked 10 years there as e x p l o r t a t i o n / e x p l o r a t i o n 
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1 engineer. Then I consulted f o r a couple of years and 

2 came here. 

3 Q. So you have approximately 30, 32 years of 

4 experience i n engineering? 

5 A. Yes. 

6 Q. And have you had an o p p o r t u n i t y t o t e s t i f y 

7 p r e v i o u s l y before the O i l Conservation Commission? 

8 A. Yes, ma'am, I have. 

9 Q. And were you accepted as an expert by the O i l 

10 Conservation Commission i n regards t o engineering? 

11 A. I was. 

12 MS. GERHOLT: Madam Chair, at t h i s time 

13 the D i v i s i o n would move Mr. Jones as an expert i n 

14 engineering? 

15 CHAIRMAN BAILEY: Any objection? 

16 MR. SCOTT: No o b j e c t i o n . 

17 CHAIRMAN BAILEY: He's so admitted. 

18 MS. GERHOLT: Thank you. 

19 Q. (By Ms. Gerholt) Have you p r e v i o u s l y 

20 t e s t i f i e d before the Commission, s p e c i f i c a l l y about 

21 Targa's proposed Eunice AGI well? 

22 A. Yes, I have. 

23 Q. Do you r e c a l l a p p r o x i m a t e l y when t h a t was? 

24 A. November o f 2 010. 

2 5 Q. And f o r t h e h e a r i n g t o d a y , have you had an 
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1 o p p o r t u n i t y t o review m a t e r i a l submitted by Targa? 

2 A. I have. 

3 Q. S p e c i f i c a l l y , what m a t e r i a l s have you 

4 reviewed? 

5 A. I've reviewed the l o g sweep, the r e s u l t s of 

6 the t e s t i n g as the w e l l was deepened another 300 f e e t , 

7 and i t was logged. I t was -- they ran pipe and cemented 

8 i t and then they d i d t h e i r i n j e c t i v i t y t e s t i n g . And I 

9 looked also at the production t h a t ' s been reported f o r 

10 the l a s t -- w i t h i n the l a s t year. 

11 Q. I f I could now draw your a t t e n t i o n t o OCD 

12 E x h i b i t 1. What i s that? 

13 A. We wanted t o put t h i s e x h i b i t i n t o show --

14 i t ' s s o r t of a new technology. I t looks l i k e Targa has 

15 backed up t h e i r t r a c e r temperature l o g w i t h a new logging 

16 device. I t ' s -- from what we understand, t h i s i s a f i b e r 

17 o p t i c s wire l i n e t h a t ' s i n the hole, and i t can read 

18 d i f f e r e n t temperatures at d i f f e r e n t depths and can do a 

19 warm-back -- what they c a l l a warm-back analys i s . And 

20 i t ' s s i m i l a r t o a pressure t r a n s i e n t analysis as f a r as 

21 the equations go. I t ' s a temperature decay analysis. 

22 B a s i c a l l y what i t ' s intended t o come up w i t h 

23 i s as they are i n j e c t i n g i n t o the w e l l , i t attempts t o 

24 show the rates going i n at d i f f e r e n t depths i n the open 

25 hole i n t e r v a l . 
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This t r a c e r survey was provided t o us by 

2 Targa? 

3 A. I t was. 

4 Q. And what were you able t o a s c e r t a i n from t h i s 

5 survey? 

6 A. From the survey, i t looks l i k e about 40 

7 percent of the upper i n t e r v a l i s t a k i n g -- 40 percent of 

8 the r a t e i s going i n t o the upper i n t e r v a l . Excuse me. 

9 Q- So a c e r t a i n depth i s accepting a c e r t a i n 

10 amount? 

11 A. Yes, a c e r t a i n depth i s accepting d i f f e r e n t 

12 amounts • 

13 Q. Where i s t h a t 40 percent going, you said? 

14 A. Well, I can show i t t o you on the next s l i d e . 

15 Q. Would E x h i b i t 2 be a good --

16 A. I t would be. 

17 Q. Let's go t o E x h i b i t 2, then. 

18 A. Okay. 

19 Q. What i s E x h i b i t 2? 

20 A. E x h i b i t 2 i s a l o g p r e s e n t a t i o n t h a t Targa --

21 Geolex, on behalf of Targa, g r a c i o u s l y submitted -- i t ' s 

22 a very good p r e s e n t a t i o n . I t shows the -- can I go 

23 through the d i f f e r e n t l o g traces? . 

• 24 Q. Would you please s t a r t from the l e f t and move 

25 t o the r i g h t and t e l l us about the l o g traces? 
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1 A. I f you see on the l e f t side, i t says, 

2 "Grayburg, San Andres." Go down below t h a t . I t says, 

3 " D i s t r i b u t i o n of i n j e c t i o n . " That i s s t a r t i n g at the 

4 beginning of the open hole i n t e r v a l , which i s shown by 

5 the black s o l i d l i n e d i r e c t l y t o the r i g h t of t h a t . 

6 But you can a c t u a l l y read the d i f f e r e n t 

7 percentages of the o v e r a l l r a t e t h a t ' s going i n t o the 

8 d i f f e r e n t depths. And as you move t o the r i g h t of t h a t , 

9 you got the gamma ray t r a c k w i t h the c a l i p e r and then 

10 you've got the depth t r a c k t o the r i g h t of t h a t . And as 

11 you move on across, you've got your r e s i s t i v i t y curves. 

12 They are on a l o g a r i t h m i c scale, as always .2 of 2,000. 

13 Q. Mr. Jones, i f I could i n t e r r u p t you? This 

14 r e s i s t i v i t y l o g , what are you seeing i n t h i s log? 

15 A. I t shows some e f f e c t i v e p o r o s i t y w i t h the --

16 b a s i c a l l y , the v a r i a b i l i t y i n the movement of the 

17 r e s i s t i v i t y l o g shows where the e f f e c t i v e p o r o s i t y i s i n 

18 the w e l l . To me, i t does, i n my opi n i o n . 

19 Q. I n your opinion, where i s the e f f e c t i v e 

20 p o r o s i t y i n the well? 

21 A. Based on -- on t h a t l o g , the e f f e c t i v e 

22 p o r o s i t y would be down t o about 4,450 f e e t . 

23 Q. Beginning at where? 

24 A. Beginning at the open hole i n t e r v a l . 

2 5 Q. Down t o 4,4 50? 
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1 A. Yes. 

2 Q. What's the l o g next t o the r e s i s t i v i t y log? 

3 A. As you go over t o the r i g h t , you have your 

4 p o r o s i t y logs, the neutron and the de n s i t y logs. Of 

5 course, the cross p l o t , l i k e Mr. Dawson pointed out, i s 

6 the way t o look at these. I read somewhere around an 

7 e f f e c t i v e -- or a t o t a l p o r o s i t y of 11 percent over t h a t 

8 upper i n t e r v a l . 

9 Q. And are the p o r o s i t y l o g and r e s i s t i v i t y l o g 

10 t r a c k i n g as you would expect them to? 

11 A. They are. I don't want the Commissioners t o 

12 lose s i g h t of the d i s t r i b u t i o n of i n j e c t i o n shown by the 

13 t r a c e r survey on the l e f t . They a l l s o r t of blend 

14 together and support each other. 

15 Q. How do they do that? 

16 A. To me, i t shows t h a t about 50 f e e t of the 

17 i n t e r v a l , beginning at 4,350 t o 4,400, i s t a k i n g , i n t h i s 

18 t r a c e r survey, about 51 percent of the f l u i d . 

19 Q. Mr. Jones, i s t h a t represented on the 

20 d i s t r i b u t i o n of i n j e c t i o n from the p o r t i o n of 38.3 

21 percent through the 14.1 percent? I s t h a t where you're 

22 looking? 

23 A. A c t u a l l y , i t ' s on the t r a c e r survey on the 

24 l e f t - h a n d s i d e . Yeah, 38 percent i s b a s i c a l l y over a 

25 5 0 - f o o t i n t e r v a l t h e r e . 
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1 Q. Okay. 

2 A. As you expand t h a t down, you could go t o --

3 100 f e e t of the i n t e r v a l i s b a s i c a l l y c o i n c i d i n g w i t h the 

4 t r a c e r survey and the logs show about 100 feet of the 

5 i n t e r v a l i s t a k i n g the m a j o r i t y of the f l u i d on the 

6 t r a c e r survey. 

7 Q. I n your opinion, which hundred f e e t of the 

8 i n t e r v a l ? 

9 A. 4,350 t o 4,450. 

10 Q. Okay. I f I can keep your a t t e n t i o n on E x h i b i t 

11 2, and i f you w i l l look at the microscan l o g on E x h i b i t 

12 2 . 

13 A. The microscanner l o g i s shown w i t h the 

14 m u l t i - c o l o r e d t r a c t s over t o the r i g h t , r i g h t beyond 

15 the -- where the p o r o s i t y of the l o g cores, the si d e w a l l 

16 cores are, and i t continues on across the l o g . But t h a t 

17 l o g i s capable i n some formations of showing primary 

18 stress d i r e c t i o n i n the w e l l , which would coincide w i t h a 

19 possible e l l i p t i c a l i nvasion r a d i u s . 

20 Q. I s t h a t what t h i s l o g i s showing? 

21 A. I don't know. I t ' s hard f o r me t o i n t e r p r e t 

22 from t h i s . The way t o r e a l l y i n t e r p r e t t h a t log i s t o go 

23 i n t o Schlumberger or H a l l i b u r t o n ' s o f f i c e s and get them 

24 t o process the l o g f o r you and look at i t r i g h t there. 

25 Then they can r e a l l y show you what t h a t l o g shows. 
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1 Q. Okay. But i n t h i s l o g sweep the t r a c e r 

2 survey, the r e s i s t i v i t y l o g and the p o r o s i t y l o g, were 

3 those the main logs t h a t you used i n your review? 

4 A. Yes. 

5 Q. Okay. I f I can now have you t u r n t o OCD 

6 E x h i b i t Number 3. 

7 A. (Witness complies.) 

8 Q. What i s E x h i b i t Number 3? 

9 A. E x h i b i t Number 3 i s a p l o t of invasion radius 

10 i n miles versus years of dis p o s a l . 

11 Q. Did you create t h i s graph? 

12 A. Yes. 

13 Q. Why d i d you create i t ? 

14 A. To show the v a r i a b i l i t y t h a t can happen w i t h 

15 d i f f e r e n t assumptions. Just one c a l c u l a t i o n i s not 

16 r e a l l y -- doesn't show you the v a r i a b i l i t y t h a t can 

17 happen w i t h d i f f e r e n t , f o r instance, invasion thickness 

18 or -- i n t h i s case, t h a t ' s a l l t h a t was v a r i e d was 

19 invading thicknesss. 

2 0 Q. What were the assumptions you made i n t h i s 

21 graph? 

22 A. The assumptions made i n t h i s graph are 

23 e f f e c t i v e p o r o s i t y of 8 percent. That would be 

24 equivalent t o about t o t a l p o r o s i t y of around 11 percent. 

25 Q. How d i d you determine an estimated e f f e c t i v e 
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1 p o r o s i t y of 8 percent? 

2 A. I derated the 11 percent based on an 

3 i r r e d u c i b l e water s a t u r a t i o n . 

4 Q. What was the i r r e d u c i b l e water saturation? 

5 A. I used 25 percent. 

6 Q. Why d i d you use 25? 

7 A. I worked i n the San Andres f o r a long time, 

8 and i t was rule-of-thumb number t h a t engineers use i n San 

9 Andres. 

10 Q. Okay. What were the other assumptions t h a t 

11 you used i n preparing t h i s graph? 

12 A. Another b i g assumption here i s the max 

13 disposal r a t e i n b a r r e l s per day. I used the same r a t e 

14 t h a t was used by Targa, which equates t o l i q u i d rates of 

15 4,075 b a r r e l s per day. 

16 But I would p o i n t out t h a t i f t h a t r a t e goes 

17 up, then t h a t would be d i f f e r e n t or i f i t goes down, i t 

18 would be d i f f e r e n t . But I d i d use t h a t constant r a t e f o r 

19 t h i s whole c a l c u l a t i o n . 

20 Q. And then I n o t i c e on the l e f t - h a n d corner of 

21 t h i s graph, you have a key which de p i c t s i n j e c t i o n net 

22 thickness; i s t h a t correct? 

23 A. Yes. 

24 Q. Could you please t e l l -- w e l l , why d i d you 

25 decide on the i n t e r v a l s of 50, 100, 150 and 200 feet? 
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1 A. The e f f e c t i v e thickness t h a t takes t h a t 4,075 

2 b a r r e l s was t e s t i f i e d t o , as I r e c a l l , i n Mr. Gutierrez's 

3 testimony of 3,002 f e e t . 

4 From my e v a l u a t i o n of the t r a c e r logs and the 

5 p o r o s i t y logs and r e s i s t i v i t y logs, i t looks l i k e i t ' s 

6 t h i n n e r than t h a t . The r a t e , as we know and I know from 

7 my experience, i s t h a t higher rates do d i v e r t i n t o 

8 d i f f e r e n t i n t e r v a l s . But we can see from -- the pressure 

9 now i n t h i s w e l l i s around 800 pounds, i n j e c t i o n 

10 pressure, a f t e r the a c i d gas i n j e c t i o n s t a r t e d . And i t 

11 d i d n ' t s t a r t out t h a t way. I t s t a r t e d out a l o t higher 

12 than t h a t . 

13 So obviously, there was some s k i n damage t o 

14 the w e l l , around the w e l l . And the a c i d works on the 

15 carbonate, and the bigger pressure drop i s always around 

16 the wellbore. So you get the wellbore s t i m u l a t e d w i t h 

17 the a c i d and broken down, and i t ' s been my experience 

18 t h a t the best zones take the m a j o r i t y of the f l u i d . And 

19 t r a c e r temperature surveys are very good at showing where 

20 your production i s coming out of or your i n j e c t i o n i s 

21 going i n t o . 

22 Q. Okay. And you 've modeled through t h i s graph 

23 as a c e r t a i n zone accepts more of the i n j e c t i o n m a t e r i a l ; 

24 i s t h a t co r rec t? 

2 5 A. Yes. From what I see on the l o g sweep, I j u s t 
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1 took the thicknesss and I v a r i e d them 50 feet and d i d i t 

2 from 50 t o 200 f e e t . 

3 Q. And are you i n agreement w i t h Mr. Gutierrez 

4 th a t i f 302 f e e t of i n j e c t i o n thickness accepts the 

5 m a t e r i a l , t h a t i t should graph below the purple l i n e ? 

6 A. Yes. 

7 Q. I t would take longer t o get t o the h a l f - m i l e 

8 radius? 

9 A. To answer your question, yes. I d i d n ' t take 

10 the 3 02 and plug i t i n t o my equation t o see where i t 

11 a r r i v e s on t h i s graph. But I would say t h a t i s c o r r e c t . 

12 Q. And i s there anything else t h a t you'd l i k e t o 

13 p o i n t out about t h i s graph t o the Commission? 

14 A. I t ' s a s e n s i t i v i t y graph. B a s i c a l l y , i t ' s 

15 assuming a uniform r a d i a l i n v a s ion, not any e l l i p t i c a l 

16 invasion. And i t b a s i c a l l y can be looked at as a 

17 spinning top. As you spin a top, the top p a r t of the top 

18 u s u a l l y i s bigger than the bottom p a r t . That's what I 

19 would e n v i s i o n i s happening, at l e a s t i n t h i s 

20 c a l c u l a t i o n . You can look at i t l i k e a wedding cake 

21 turned upside down. 

22 MS. GERHOLT: Thank you. Madam Chair, the 

23 OCD would move E x h i b i t s 1, 2 and 3 at t h i s time. 

24 CHAIRMAN BAILEY: Any objection? 

25 MR. SCOTT: No o b j e c t i o n . 
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1 CHAIRMAN BAILEY: They are so admitted. 

2 (OCD E x h i b i t s 1, 2 and 3 are admitted.) [ 

3 MS. GERHOLT: Thank you. j 
j 

4 Q.- (By Ms. Gerholt) Mr. Jones, the D i v i s i o n has I 
1 
1 

5 made three suggestions f o r the Commission t o consider; i s I 
I 
i 

6 t h a t correct? | 

7 A. Correct. 

8 Q. According t o the O i l Conservation's 

9 pre-hearing statement, what i s the f i r s t suggestion? 

10 A. The f i r s t suggestion i s t o -- ? 

11 Q. I s the D i v i s i o n ' s f i r s t suggestion f o r Targa i 

12 to do additional testing after a certain period of time > 

13 t o determine which i n j e c t i o n i n t e r v a l i s accepting the • 

14 material? ; 

15 A. Yes, t h a t ' s e x a c t l y r i g h t . That was l i s t e d j 

16 f i r s t on the l i s t . j 

17 Q. Would you please e x p l a i n t o the Commission why | 

i 
18 the OCD has made t h i s suggestion? J 

19 A. We make t h i s suggestion because we asked -- j 

20 the Commission asked Targa t o run the step-rate t e s t and j 

1 
21 a l l t h i s t e s t i n g before a c i d gas s t a r t e d l a s t time. Now | 

22 t h a t a c i d gas s t a r t e d , you can see from E x h i b i t 3A of -- j 

23 Targa's E x h i b i t 3A, t h a t t h i n g s have changed i n the I 

24 wellbore. And there may be a d i f f e r e n c e of opinion j 

25 between Mr. Gutierrez and myself as t o what has changed. f 
I 
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1 But i n my opinion, probably the most porous, 

2 permeable i n t e r v a l i n the w e l l i s now t a k i n g the m a j o r i t y 

3 of the f l u i d . So at some p o i n t i n time, we would ask the 

4 Commission t o re q u i r e another i n j e c t i o n t e s t or another 

5 temperature f a l l b a c k decay t e s t or some other t e s t t h a t 

6 Targa might propose. 

7 Q. Okay. Why has the D i v i s i o n not s p e c i f i e d the 

8 type of te s t ? 

9 A. Because f i v e years from now, things might be 

10 d i f f e r e n t . There might be more technology. And we don't 

11 want t o -- we s p e c i f i e d a t r a c e r temperature l a s t time, 

12 and Targa informed us about these temperature decay logs. 

13 So i t t u r n s out they worked out p r e t t y good too. 

14 Q. Technology could improve and we don't want 

15 Targa t o be l i m i t e d ; i s t h a t correct? 

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

17 Q. You j u s t have mentioned f i v e years. I s t h a t 

18 the time you're suggesting t o the Commission f o r the 

19 t e s t s t o be run? 

20 A. We r o u t i n e l y do t h a t on i n j e c t i o n w e l l s , on 

21 b i g open hole i n t e r v a l s , t o r e q u i r e w i t h i n f i v e years 

22 another i n j e c t i o n survey t o be run. 

23 Q. So t h a t ' s t y p i c a l business p r a c t i c e f o r the 

24 O i l Conservation Divi s i o n ? 

25 A. I t ' s been the p r a c t i c e . 
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1 Q. Okay. I f Targa were t o run t h i s t e s t and 

2 provide the i n f o r m a t i o n t o the D i v i s i o n , what would the 

3 D i v i s i o n do w i t h i t ? 

4 A. The D i v i s i o n would look at -- we would r e - p l o t 

5 the i n j e c t i o n r a t e s f o r the time between now and the time 

6 of the t e s t and look at the t e s t r e s u l t s and get together 

7 w i t h Targa t o review i t and look and see who was c o r r e c t , 

8 which zone was t a k i n g the f l u i d . 

9 Q. Would i t help the D i v i s i o n i n preventing waste 

10 or p r o t e c t i n g c o r r e l a t i v e r i g h t s ? 

11 A. I t would i n the sense t h a t i t ' s important t h a t 

12 t h i s be not f o r g o t t e n about f o r 3 0 years. Because there 

13 are unsubmitted wellbores between a h a l f mile and a mile 

14 away from t h i s w e l l . Some of them are s t i l l producing 

15 from lower i n t e r v a l s . And i f something happens to those 

16 w e l l s , i t could cause waste of o i l and gas or cause a 

17 c o r r e l a t i v e r i g h t s v i o l a t i o n . 

18 Q. To be c l e a r , you s a i d t h a t was between the 

19 h a l f - m i l e and the one-mile radius? 

20 A. Yes. 

21 Q. Because Targa has already addressed the w e l l 

22 w i t h i n t h a t smaller h a l f - m i l e r a d i u s ; i s t h a t correct? 

23 A. Yes. W i t h i n h a l f a mile, there's three w e l l s . 

24 And the cement h i s t o r y i s a b i t sketchy. There was some 

2 5 squeeze work done, but I t h i n k they're okay. So between 
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1 h a l f a mile and one mil e , there's 22 w e l l s t h a t penetrate 

2 t h i s i n t e r v a l . 

3 Q. The D i v i s i o n ' s second recommendation i s t h a t 

4 an MIT be conducted every year. Mr. Gutierrez has 
5 t e s t i f i e d t h i s morning t h a t he doesn't see t h a t t o be an 

6 ob j e c t i o n a b l e suggestion. Why has OCD asked t h a t an MIT 

7 be conducted once a year? 

8 A. Well, our i n c i d e n t s -- our r e p o r t i n g i n c i d e n t s 

9 are cataloged i n our database. And i t ' s also a time when 

10 the inspector can come out and change the pressure, f o r 

11 instance, on the backside of the w e l l , e i t h e r increase i t 

12 or decrease i t and l e t i t s i t f o r 30 minutes and see what 

13 happens. 

14 Sometimes you f i n d t h a t even i f you've got 

15 these pressures reported a l l the time, every hour, which 

16 i s very good and I want t o keep t h a t going, but when you 

17 change something and see what happens, then you f i n d out 

18 i f there i s an issue. 

19 Q. F i n a l l y , the D i v i s i o n has suggested t h a t the 

2 0 Commission r e q u i r e Targa t o have a contingency plan i n 

21 place i f something happens t o the w e l l . Why has the 

22 D i v i s i o n made t h i s suggestion? 

23 A. Well, the w e l l s are now considered an i n t e g r a l 

24 p a r t of the p l a n t , and they're connected w i t h the o i l 

25 f i e l d . And yet the w e l l s are underground i n j e c t i o n , so 
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1 they're covered under the Safe D r i n k i n g Water Act, and 

2 New Mexico has primacy over t h a t . We've got -- our 

3 U.S.C. program needs t o be maintained and not impaired by 

4 a huge b e n e f i t / c o s t r a t i o issue, where i f a w e l l i s shut 

5 i n , there's a b i g impact on o i l patch even. I f they 

6 could s t a r t the w e l l s back up again, we don't want t h a t 

7 t o happen. 

8 Q. I f I can stop you f o r a moment, Mr. Jones. So 

9 we acknowledge and agree t h a t the hydrogen s u l f i d e 

10 contingency plan submitted by Targa i s acceptable by the 

11 D i v i s i o n and t h a t they've taken a l l the measures they 

12 need t o take t o have an H2S contingency plan i n place; i s 

13 t h a t correct? 

14 A. An H2S contingency plan i s never r e a l l y 

15 approved, I don't b e l i e v e . I t ' s j u s t accepted as a 

16 reasonable plan. 

17 Q. And the OCD has accepted i t as a reasonable 

18 plan? 

19 A. That's my understanding. 

20 Q. What the D i v i s i o n i s asking f o r here i s i f 

21 there's a mechanical i n t e g r i t y issue w i t h the w e l l , 

22 what's Targa going t o do; i s t h a t correct? 

23 A. That's c o r r e c t , but t h a t ' s not a l l of i t . 

24 Before t h a t would be how do you determine when a 

25 mechanical i n t e g r i t y problem happens? 
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1 No matter what mechanical MIT t e s t i n g i n t e r v a l 

2 i s set by the Commission, the day a f t e r t h a t , something 

3 might happen t o the w e l l . And i f you're r e p o r t i n g h o u r l y 

4 pressures and r a t e s , there should be some agreed-upon 

5 pressure d i f f e r e n t i a l , f o r instance, w i t h the annulus 

6 t u b i n g t h a t can t r i g g e r a c a l l t o our d i s t r i c t o f f i c e . 

7 Q. I s p a r t of what the D i v i s i o n i s asking i s f o r 

8 there t o be a meeting between the d i s t r i c t o f f i c e and 

9 Targa t o determine the c r i t e r i a of pressure d i f f e r e n c e s 

10 t h a t could i n d i c a t e t h a t there's a mechanical i n t e g r i t y 

11 issue and t h a t t h a t would lead t o an immediate 

12 n o t i f i c a t i o n t o the OCD? 

13 A. That would be the f i r s t step, or something 

14 s i m i l a r t o t h a t . 

15 Q. Okay. And would n o t i f i c a t i o n of producers be 

16 also appropriate i f t h a t f i r s t c r i t e r i a i s met? I f 

17 something shows t h a t there might be a mechanical 

18 i n t e g r i t y issue and the OCD i s n o t i f i e d , would you 

19 recommend t h a t Targa then n o t i f y producers? 

20 A. There's a business r e l a t i o n s h i p obviously 

21 between Targa and t h e i r producers, and on our end i s the 

22 URC program, I would say. 

23 Q. And does the D i v i s i o n also hope t o take a 

24 p r o a c t i v e step i n assuring t h a t the D i v i s i o n and Targa 

2 5 can work together t o remedy any s o r t of mechanical 
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1 i n t e g r i t y s i t u a t i o n t h a t occurs? 

2 A. Yes. 

3 Q. Okay. But t o be c l e a r , the D i v i s i o n i s not 

4 r e q u i r i n g any s p e c i f i c s o r t of second w e l l t o be d r i l l e d 

5 or f o r , obviously, the SRU i s no longer an opti o n , but 

6 t h a t the D i v i s i o n i s not t r y i n g t o step i n t o Targa's 

7 business plans; i s t h a t correct? 

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

9 Q. Okay. As an engineer, do you t h i n k t h a t a c i d 

10 gas i n j e c t i o n w e l l s are i n t e g r a l t o production now? 

11 A. They d e f i n i t e l y are. 

12 Q. Why i s that? 

13 A. You have t o get r i d of the acid gas. You have 

14 t o get r i d of H2S, and now you have t o get r i d of the C02 

15 somehow by the EPA. Underground i n j e c t i o n i s recognized 

16 by the EPA as a safe way of disposing of waste. 

17 What was the f i r s t p a r t of your question? 

18 Q. You've answered the question, Mr. Jones. Has 

19 Targa c o l l e c t e d and provided the D i v i s i o n w i t h good 

20 information? 

21 A. They have done an e x c e l l e n t job of gathering 

22 and -- before t h i s , we had no decent logs r e a l l y i n t h i s 

23 area t o look a t , and we have an updated step-rate t e s t 

24 based on the new i n t e r v a l . 

25 Obviously, i f the i n t e r v a l changes by more 
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1 p e r f o r a t i o n s , t h a t might need t o be changed, i n c l u d i n g 

2 the temperature survey. But they've done an e x c e l l e n t 

3 job i n ga t h e r i n g i n f o r m a t i o n and compiling i t , r e p o r t i n g 

4 the data, c o r r e c t i n g the previous production data. 

5 They've done a good j ob. 

6 Q. I f the Commission were t o allow Targa t o 

7 p e r f o r a t e uphole, as they've requested, do you have any 

8 suggestions t o the Commission about i f any surveys should 

9 be run? 

10 A. I t h i n k i f a d d i t i o n a l i n t e r v a l i s p e r f o r a t e d 

11 t h a t i s even more porous and permeable, you could look at 

12 i t two ways: One way i s , you look at t h a t i t increases 

13 the i n t e r v a l , so you decrease the amount of time i t takes 

14 t o get t o h a l f a mile w i t h the plume. What we're looking 

15 at here i s the plume. 

16 But the other step i s -- the other way of 

17 lo o k i n g at i t i s , i f you break i n t o an i n t e r v a l t h a t has 

18 obviously been e x c e l l e n t i n the previous completed 

19 i n t e r v a l i n t h i s w e l l , t h a t i t ' s p o ssible t h a t i n t e r v a l 

20 might take p r e f e r e n t i a l l y i n t o t h a t zone and go f u r t h e r 

21 i n a f a s t e r amount of time. 

22 Q. And Targa has requested a 1,600 p s i ; i s t h a t 

23 correct? 

24 A. That's --

25 Q. For t h e i r MAOP? 1 
; i 
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1 A. Yes. 

2 Q. Do you t h i n k t h a t ' s appropriate, or do you 

3 have any suggestions f o r the Commission as i n regards t o 

4 the maximum --

5 A. I f pure water i s going i n t o the w e l l , t h a t 

6 would be a l i t t l e b i t high. Unfortunately, there's not a 

7 huge breakover slope on t h i s step-rate t e s t . So i f there 

8 were, t h a t means t h a t you exceed the f r a c t u r e pressure, 

9 i t goes somewhere i n a hurry. 

10 I f i t ' s pure water, obviously 1,375 or so --

11 we u s u a l l y use a 50-pound s a f e t y f a c t o r , you know. So I 

12 l i k e the idea of a s i m p l i f i e d -- t h a t they are proposing 

13 here, a s i m p l i f i e d pressure number. You asked i f 1,600 

14 i s good. I would say 1,600 i s probably okay. 

15 Q. Okay. Does the D i v i s i o n oppose issuance of an 

16 a c i d gas i n j e c t i o n permit t o Targa? 

17 A. Not at a l l . 

18 MS. GERHOLT: Thank you. I pass the 

19 witness at t h i s time. 

20. 

21 CROSS-EXAMINATION 

22 BY MR. SCOTT: 

23 Q. Mr. Jones, i f I could c l a r i f y , because I'm not 

24 sure I f u l l y understood the t h i r d recommendation. I s the 

25 recommendation t h a t the permit simply include some 
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1 requirement t h a t Targa and the D i v i s i o n meet and confer j 

2 and develop some s o r t of pressure c r i t e r i a or other j 

3 metric t h a t would t r i g g e r a n o t i f i c a t i o n requirement? j 

4 A. N o t i f i c a t i o n requirement would be, I would 1 

5 t h i n k , the most important p a r t of t h a t , the meeting, the 1 
1 

6 r e s u l t s of the meeting. The c r i t e r i a f o r when the 1 

7 d i s t r i c t i s n o t i f i e d would be the most important t h i n g . 

8 Q. That would be n o t i f i c a t i o n of a p o t e n t i a l I 

9 issue t h a t could lead t o a mechanical problem w i t h the ! 

10 well? | 

11 A. That would -- a c t u a l l y , t h a t could be i t . j 

12 There i s an understanding, and the way our d i s t r i c t s ! 

13 operate is, 90-day fix on -- I believe it's 90 days. \ 

14 That's the my testimony here -- 90-days fix. \ 

15 And the way our d i s t r i c t o f f i c e i n Hobbs does 

16 i t i s , i f there's a leak i n the backside or an MIT j 

17 problem, the w e l l i s shut i n immediately and there's 90 j 

18 days given t o f i x the w e l l . 

19 So i f any exceptions need t o be worked out i n 

20 t h a t as i t ' s going t o impact somebody as t o what type of 

21 MIT problems should be granted an exception t o t h a t , I 

22 would urge Targa t o get w i t h our d i s t r i c t o f f i c e or --

23 we're here i n the s e t t i n g of the Commission. The j 

24 Commission could urge that too. \ 

25 Q. So the recommendation i s not th a t a s p e c i f i c j 
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1 plan be developed t h a t says you're going t o take X step 

2 t o e i t h e r d r i l l a new w e l l or re-work the e x i s t i n g w e l l 

3 or take some other a l t e r n a t i v e step. I t ' s j u s t simply t o 

4 n o t i f y the D i v i s i o n t h a t there's a p o t e n t i a l issue? 

5 A. That would be the f i r s t p a r t of the step. I f 

6 they can work out how t o handle the MIT problem as i t 

7 happens, t h a t would be good too, i n advance. Because 

8 t h a t would obviously help Targa's business p r a c t i c e . 

9 And we have some very experienced people i n 

10 Hobbs, and they've seen casing issues on w e l l s . And 

11 Targa has a b i g investment here i n t h e i r w e l l , and they 

12 wouldn't want t o lose t h e i r w e l l . So I t h i n k they need 

13 t o work w i t h our d i s t r i c t . 

14 Q. Has the D i v i s i o n requested or imposed a 

15 s i m i l a r c o n d i t i o n i n any other a c i d gas i n j e c t i o n w e l l 

16 permit t h a t you're aware of? 

17 A. On the f l y , we're working on some. 

18 Q. Are there any e x i s t i n g permits t h a t have t h i s 

19 c o n d i t i o n now t h a t you're aware of? 

2 0 A. No. 

21 Q. Thank you. There are, at the present, no 

22 s p e c i f i c r e g u l a t i o n s governing the development of ac i d 

23 gas i n j e c t i o n w e l l s ; c o r r e c t ? 

24 A. Correct. 

25 Q. You spent some t ime t a l k i n g about E x h i b i t 2. 

PAUL BACA PROFESSIONAL COURT REPORTERS 
8d8e7d68-63a7-43b5-adab-3a91ac7eeb28 



Page 118 

1 I t h i n k you looked at the p o r o s i t y and r e s i s t i v i t y and 

2 the t r a c e r logs i n p a r t i c u l a r ; correct? 

3 A. Yes, s i r . 

4 Q. What distance from the bore hole do those 

5 measures go to? 

6 A. The r e s i s t i v i t y l o g probably goes t o 90 f e e t . 

7 The p o r o s i t y logs are obviously extremely close by the 

8 w e l l . The FMI i s a measurement of the bore hole, so i t ' s 

9 r i g h t there at the bore hole. The t r a c e r temperature, 

10 e s p e c i a l l y the temperature l o g , would go f u r t h e r out. 

11 Q. As t o the f i r s t couple, those are i n roughly 

12 the immediate v i c i n i t y of the bore hole? 

13 A. Yes, s i r . 

14 Q. So the i n d i c a t i o n s from those are not going t o 

15 r e f l e c t t h a t the i n f o r m a t i o n they're r e f l e c t i n g i s 

16 uniform and extends out any s i g n i f i c a n t distance from the 

17 bore hole? 

18 A. That's e x a c t l y c o r r e c t . 

19 Q. From the data you were l o o k i n g a t , you can't 

20 n e c e s s a r i l y say whether what you're observing i s 

21 continuous f o r some distance or not? 

22 A. We can't. 

23 Q. The request t o conduct a f u r t h e r t e s t on the 

24 i n j e c t i o n a f t e r some period, i s f i v e years enough time, 

25 or would 10 years be a b e t t e r p e r i o d of time t o allow 
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1 adjustment of the w e l l and get an i n d i c a t i o n of 

2 conditions? 

3 A. Ten years would have the advantage of g e t t i n g 

4 more r a t e h i s t o r y i n , and I l i k e the f a c t of keeping 

5 t r a c k of the r a t e h i s t o r y . This whole assumption i s 

6 based on f i v e m i l l i o n a day a c i d gas and, what, 1,750 of 

7 l i q u i d s . So i f those t h i n g s change -- so 10 years i s not 

8 bad. Five years i s our normal -- what we u s u a l l y p i c k as 

9 a time. But 10 years i s not bad. 

10 MR. SCOTT: Okay. No f u r t h e r questions. 

11 CHAIRMAN BAILEY: Commissioner Dawson? 

12 EXAMINATION 

13 BY COMMISSIONER DAWSON: 

14 Q. So i t sounds t o me l i k e you'd r a t h e r see them 

15 t e s t on a y e a r l y basis, MIT tests? 

16 A. Yes, s i r . I d e a l l y , some c r i t e r i a would be set 

17 up t o where a r e l a t i o n s h i p of the pressures would t r i g g e r 

18 a c a l l t o our d i s t r i c t o f f i c e . And at t h a t time, there 

19 would be an MIT run on the w e l l . But yes, we're asking 

20 i n our a p p l i c a t i o n f o r a one-year formal MIT. 

21 Q. What about the temperature survey? Would 

22 you --

23 A. Temperature survey, the time we were j u s t 

24 discussing -- i n case the Commission decides what type of 

25 t e s t or l i m i t s t o a temperature survey or a b e t t e r type 
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1 of t e s t i n g , and t h a t would be a temperature decay, the 

2 new technology, temperature decay. The time we're 

3 applying f o r i s f i v e years because of our standard 

4 f i v e - y e a r p r a c t i c e . 

5 You can see from E x h i b i t 3A of Targa's t h a t 

6 the w e l l looks l i k e i t ' s come down and -- s t a b i l i z e i s a 

7 hard word t o say, but 800 pounds i s sure not what i t 

8 s t a r t e d out a t . I n other words, the t e s t s could be done 

9 next week and I t h i n k i t would show a l o t of d i f f e r e n c e 

10 here, and we would know then i f i t was a t h i c k e r or 

11 t h i n n e r i n t e r v a l t a k i n g the f l u i d . 

12 Q. So i f t h e i r request i s granted f o r the upper 

13 i n t e r v a l t o be p e r f o r a t e d t o take the i n j e c t a t e , then 

14 t h a t graph would considerably change i n t h a t regard? 

15 A. I t would. The attempt, of course, i n the l a s t 

16 hearing was t o stay away from the top of the San Andres, 

17 stay away from t h a t G l o r i e t a down below the San Andres, 

18 and they've done t h a t w i t h a l o t of expense here. 

19 And they've -- b a s i c a l l y , the w e l l t h a t they 

20 ended up w i t h may not be q u i t e as good, i n my opinion, as 

21 the w e l l they had as f a r as i n j e c t i v i t y goes. But I 

22 t h i n k i t ' s adequate f o r the amount t h a t they're proposing 

23 t o put i n t o i t . 

24 I looked at the wellbores around i n the upper 

25 p a r t of the San Andres, and there's 94 w e l l s t h a t are 

.......,,...:,. i.. .««Sv.-J**.. -.<•> 
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1 producing or i n j e c t i n g above the San Andres w i t h i n a mile 

2 of t h i s w e l l , and they're o l d e r w e l l s . The records are 

3 r e a l sketchy about how f a r down i n the San Andres they 

4 went t o h i t t h a t water, and then they plug them back. 

5 Obviously, they do the f i r s t few w e l l s t h a t way and then 

6 the producer's development w e l l s are not much of a danger 

7 of t h a t . But the research on 94 w e l l s takes a long time, 

8 so I t h i n k we're okay on t h a t . 

9 And I hate t o say not allow t h a t i n t e r v a l t o 

10 be i n j e c t e d i n t o . But I would ask the Commission t o 

11 consider l i m i t i n g the r a t e , i f they do t h a t , t h a t ' s gone 

12 i n t o t h i s w e l l t o the r a t e t h a t ' s a p plied f o r i n t h i s 

13 a p p l i c a t i o n , which i s f i v e m i l l i o n cubic f e e t a day t o t a l 

14 a c i d gas. I t ' s on the b r i e f executive summary of Targa 

15 E x h i b i t 1. 

16 COMMISSIONER DAWSON: No f u r t h e r 

17 questions. Thank you. 

18 CHAIRMAN BAILEY: Commissioner Balch? 

19 EXAMINATION 

2 0 BY COMMISSIONER BALCH: 

21 Q. This i s going t o be the t h i r d time you hear 

22 t h i s same question. On those e x t r a p e r f s , i n your 

23 o p i n i o n , i f you go back t o your chart and they r e a l l y 
24 have an i n j e c t i o n net thickness of 100 f e e t , and they 

25 would h i t t h a t radius at 21 years. I f they have a 
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1 thickness of 150 f e e t , they would h i t i t at 30 or 31 

2 years, thereabouts. 

3 I r e a l l y would l i k e you t o j u s t k i n d of answer 

4 yes or no. Do you t h i n k they ought t o per f and when 

5 should they p e r f i f they are t o do so? 

6 A. I t h i n k they should only p e r f i f they need 

7 more -- they're at 800 pounds now. Their maximum 

8 pressure l i m i t would probably, as a r e s u l t of t h i s 

9 hearing, go up t o close t o 1,600, so they don't need i t 

10 y e t . And they may be asking f o r t h a t b l e s s i n g t o do t h a t 

11 r i g h t now. But I would say, based on my experience, I 

12 would stay out of t h a t zone, because you're going t o 

13 reach the problem w e l l s f a s t e r i f you get i n t o t h a t zone. 

14 Q. So delay t h a t d e c i s i o n f o r a l a t e r hearing i f 

15 they need those perfs? 

16 A. There's a l o t t h a t can happen i n f i v e or 10 

17 years as f a r as those w e l l s , and there could be some 

18 geophysics or something t h a t could n a i l down the plume 

19 s i z e . But I would ask f o r i t t o be denied r i g h t now. 

20 Q. My next question, and Chairman Bailey may 

21 c o r r e c t me, but we've done several a c i d gas hearings, and 

22 i t seems t o me t h a t we've been asking f o r MIT t e s t s every 

23 two years. 

24 A. Yes. 

25 Q. I f we want t o apply cons is tency , would having 
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1 an MIT every two years f o r t h i s w e l l , along w i t h your 

2 contingency of n o t i f i c a t i o n from t h e i r continuous 

3 monitoring, be s u f f i c i e n t ? 

4 A. Consistency i s very good. I l i k e consistency. 

5 And the Commission's deci s i o n t o go from f i v e years t o 

6 two years on another w e l l t h a t I know about, r e s u l t e d i n 

7 f i n d i n g out some important t h i n g s about t h a t w e l l t h a t we 

8 wouldn't have found out about maybe f o r another three 

9 years. 

10 So I would s t i c k t o the request t h a t we made 

11 i n t h i s book f o r t h i s s p e c i f i c w e l l because of the 25 

12 we l l s t h a t penetrate the San Andres w i t h i n a mile of i t , 

13 the porous cement i n t h i s area, 94 shallow w e l l s t h a t are 

14 above the San Andres i n t h i s area. 

15 An MIT f a i l u r e could get up i n t o t h a t Grayburg 

16 w a t e r f l o o d zone. I t ' s a w a t e r f l o o d zone, i s what i t i s . 

17 So w a t e r f l o o d zones collapse casing a l l the time. 

18 Obviously, the contingency plan, i f i t works 

19 out t h a t way, would be very good. But i t ' s not -- i t 

20 doesn't s u b s t i t u t e f o r an inspector a c t u a l l y going out 

21 there and c o n s u l t i n g w i t h them. Because our inspectors 

22 t a l k t o producers a l l the time. They look at wells a l l 

23 the time. They have experience i n what might be an issue 

24 t h a t -- so I would s t i c k w i t h the one year. That's what 

25 I would request. 

PAUL BACA PROFESSIONAL COURT REPORTERS 
8d8e7d68-63a7-43b5-adab-3a91ac7eeb28 



Page 124 

1 COMMISSIONER BALCH: Those are my 

2 questions. 

3 CHAIRMAN BAILEY: I have no questions. Do 

4 you have r e b u t t a l ' on questions t h a t were asked? 

5 MS. GERHOLT: Just a c l a r i f i c a t i o n p o i n t . 

6 REDIRECT EXAMINATION 

7 BY MS. GERHOLT: 

8 Q. Mr. Jones, i n regards t o the D i v i s i o n ' s t h i r d 

9 request, i s n ' t i t t r u e t h a t the D i v i s i o n i s requesting 

10 t h a t Targa and the OCD meet t o set up the c r i t e r i a f o r 

11 when we would be n o t i f i e d i f there's p o t e n t i a l mechanical 

12 i n t e g r i t y f a i l u r e ; i s t h a t correct? 

13 A. Correct. 

14 Q. And t h a t t h a t set up of a c r i t e r i a could 

15 i n i t i a t e an MIT t o be conducted; i s t h a t correct? 

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

17 Q. And t h a t t h i s i s j u s t our hope f o r proactive 

18 communication between the two agencies? 

19 A. Yes. 

2 0 MS. GERHOLT: Okay. I have nothing 

21 f u r t h e r . 

22 CHAIRMAN BAILEY: You may be excused. 

23 Do you have any other witnesses? 

24 MS. GERHOLT: The D i v i s i o n r e s t s . 

2 5 MR. SCOTT: May I have one moment t o 
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1 confer w i t h my witness about whether we're going t o 

2 address one issue? 

3 CHAIRMAN BAILEY: Sure. We're going t o 

4 take a few minutes. 

5 MR. SCOTT: Okay. Thank you. 

6 (A discussion was held o f f the record.) 

7 MR. SCOTT: Madam Chair, we would c a l l 

8 A l b e r t o G u t i e r r e z . 

9 CHAIRMAN BAILEY: Mr. Gutierrez, you're 

10 s t i l l under oath. 

11 REBUTTAL EXAMINATION 

12 BY MR. SCOTT: 

13 Q. Mr. Gutierrez, l o o k i n g at E x h i b i t 2 of the 

14 OCD, Mr. Jones t a l k e d a great deal about the thickness 

15 a v a i l a b l e , and he d i d an anal y s i s of 50, 100, 150 fe e t 

16 and so on. I n p a r t i c u l a r , he focused on t h i s area of 

17 roughly 38, 3 9 percent shown on the l e f t side of E x h i b i t 

18 2? 

19 A. Yes, s i r . 

20 Q. Can you address Mr. Jones' concerns or 

21 comments about t h a t area being a p r e f e r e n t i a l zone f o r 

22 accepting the i n j e c t a t e ? 

23 A. Yes. C l e a r l y , t h a t zone i s t a k i n g a 

24 s i g n i f i c a n t p o r t i o n based on t h i s t e s t t h a t was done. 

25 But what I would remind the Commission i s t h a t a c t u a l l y , 
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1 i f you look at t h i s same OCD E x h i b i t 2, t h a t r e a l l y the 

2 zone between about 4,250 and 4,500 i s what i s t a k i n g the 

3 bulk of the f l ow. That would be about 250 fe e t of the 

4 zone. Then there's a zone below t h a t t h a t i s t a k i n g very 

5 l i t t l e or no flow and a zone at the bottom t h a t ' s t a k i n g 

6 another 11 or 12 percent. 

7 So I t h i n k t h a t the -- while I would agree 

8 w i t h Mr. Jones t h a t , you know, based on h i s assumptions, 

9 which I t h i n k are reasonable assumptions i n the context 

10 of the r a t e and the p o r o s i t y -- there's no disagreement 

11 there -- but t h a t I don't b e l i e v e t h a t at l e a s t the upper 

12 two curves t h a t are shown on here, the 50- or 100-foot 

13 curves, r e a l l y are r e p r e s e n t a t i v e of what we're seeing 

14 when you consider the distance away from the wellbore. 

15 I t h i n k i t ' s r e a l l y -- our b e l i e f i s t h a t t h a t 

16 f l o w i s spread out over about 300 f e e t . But you know, I 

17 would agree there i s some p o t e n t i a l f o r t h a t t o vary. I 

18 t h i n k 200 fe e t i s the absolute minimum t h a t I would f e e l 

19 comfortable assuming. 

2 0 But the most important t h i n g t h a t I would say 

21 i s t h a t , based on the c h a r a c t e r i s t i c s of the San Andres, 

22 once you move away from t h a t wellbore, i t ' s not l i k e l y 

23 t h a t t h a t flow i s going t o stay continuous i n those zones 

24 because i t i s a massive carbonate t h a t has been 

25 d i a g e n e t i c a l l y a l t e r e d and t h a t flow tends t o even out as 
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1 you get f u r t h e r away from the w e l l . Or there may be 

2 other zones t h a t may take i t more p r e f e r e n t i a l l y at other 

3 distances away from the w e l l . 

4 So I would j u s t ask the Commission t o keep 

5 t h a t i n mind, and t h a t I t h i n k what we're proposing i s a 

6 very reasonable time l i m i t f o r the permit under these 

7 c o n d i t i o n s . 

8 MR. SCOTT: A l l r i g h t . Thank you. 

9 CHAIRMAN BAILEY: Ms. Gerholt? 

10 MS. GERHOLT: No questions. 

11 CHAIRMAN BAILEY: Commissioner Dawson? 

12 EXAMINATION 

13 BY COMMISSIONER DAWSON: 

14 Q. On E x h i b i t 2, the 3 8.3 percent curve on the 

15 d i s t r i b u t i o n of i n j e c t i o n there --

16 A. Yes, s i r . 

17 Q. -- t h a t zone there, i s t h a t the zone -- would 

18 t h a t c o r r e l a t e t o the zone t h a t he spoke of t h a t ' s 

19 producing from the 90-plus w e l l s i n the area? 

20 A. Absol u t e l y not. That zone would be about 400 

21 f e e t below t h a t zone. 

22 I f you look on E x h i b i t 2, the zone t h a t | 
! 
I 

23 Mr. Jones was r e f e r r i n g t o i s the Grayburg, which i s | 

24 above -- i t ' s at roughly about 4,000 f e e t i n t h i s area, J 

25 so we're way below t h a t . J 

^ — ^ ^ -SSB3—I 

PAUL BACA PROFESSIONAL COURT REPORTERS 
8d8e7d68-63a7-43b5-adab-3a91ac7eeb28 



1 
Page 128 

As a matter of f a c t , as Mr. Jones t e s t i f i e d , I 

2 t h i n k t h a t 's the reason why the D i v i s i o n o r i g i n a l l y 

3 wanted t h e i r i n j e c t i o n r e s t r i c t e d t o the area below 

4 4,250. 

5 COMMISSIONER DAWSON: No f u r t h e r 

6 questions. Thank you. 

7 

8 

COMMISSIONER BALCH: I have no questions. 

CHAIRMAN BAILEY: I have none. 

9 You may be excused. 

10 Do you r e s t your case? 

11 MR. SCOTT: We do. 

12 CHAIRMAN BAILEY: Do you r e s t your case? 

13 MS. GERHOLT: We do, Madam Chair. 

14 CHAIRMAN BAILEY: Do I hear a motion t o go 

15 i n t o executive session i n accordance w i t h New Mexico 

16 Statute 10--15-1 and the O i l Conservation Commission 

17 r e s o l u t i o n on open meetings? 

18 COMMISSIONER DAWSON: I make t h a t motion. 

19 CHAIRMAN BAILEY: Do I hear a second? 

20 COMMISSIONER BALCH: I ' l l second. 

21 CHAIRMAN BAILEY: A l l those i n favor? 

22 We w i l l go i n t o executive session t o 

23 d e l i b e r a t e and we w i l l come back out and announce our 

24 de c i s i o n and ask the attorneys t o develop d r a f t orders 

25 f o r use of the Commission Counsel. 
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1 (Whereupon the Commission went i n t o executive session.) 

2 CHAIRMAN BAILEY: Do I hear a motion t o go 

3 back on the record? 

4 COMMISSIONER DAWSON: I ' l l motion. 

5 COMMISSIONER BALCH: I ' l l second. 

6 CHAIRMAN BAILEY: A l l those i n favor? 

7 The only t o p i c t h a t was discussed during our 

8 executive session was t h i s case, and I would ask our 

9 Commission Counsel t o o u t l i n e the deci s i o n and the 

10 requests of the at t o r n e y s . 

11 MR. BRANCARD: Thank you, Madam Chair. 

12 Case 14575, Order R-12809-C, re q u i r e d Targa t o come back 

13 t o the Commission w i t h i n f o r m a t i o n on i t s w e l l s . The 

14 Commission f i n d s t h a t Targa has presented t h a t 

15 i n f o r m a t i o n as r e q u i r e d by the order. 

16 Targa has requested several matters from the 

17 Commission: To issue a long-term permit of 3 0 years f o r 

18 the w e l l f o r a c i d gas i n j e c t i o n ; t o increase the 

19 pressure, allowable pressure; and t o increase the 

20 p e r f o r a t i o n zone. 

21 The Commission has determined t h a t a permit 

22 f o r 30 years w i l l be issued. The permit w i l l have a 

23 10-year review p e r i o d along w i t h the 3 0-year term, and 

24 I ' l l e x p l a i n a l i t t l e more about t h a t l a t e r . 

25 The pressure as requested by Targa can be 
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1 increased t o a maximum of 1,600 p s i . We understand t h a t 

2 the issue was never r a i s e d , but the volume number t h a t i s 

3 i n the permit now remains the same. 

4 Targa's request t o increase the p e r f o r a t i o n 

5 zone i s denied based on i n s u f f i c i e n t data at t h i s p o i n t 

6 t o support t h a t increase. 

7 ' The D i v i s i o n has requested a number of 

8 co n d i t i o n s t o be placed i n the order. The f i r s t 

9 c o n d i t i o n was t o r e q u i r e f u r t h e r t e s t i n g at some 

10 i n t e r v a l s t o determine whether the d i s t r i b u t i o n of 

11 i n j e c t i o n p r o f i l e t h a t i s shown i n several of the charts 

12 presented by Targa can be f u r t h e r v e r i f i e d i n the f u t u r e . 

13 The Commission agrees t h a t such t e s t s should 

14 occur every 10 years. I t i s t o precede the review t h a t 

15 occurs d u r i n g the 10-year review and w i l l be based on 

16 t h a t t e s t i n g . Again, as the D i v i s i o n has noted, i f the 

17 t e s t s you have a t e s t today t h a t works. Ten years 

18 from now, i f you have a b e t t e r t e s t 10 years from now t o 

19 determine t h a t p r o f i l e of the d i s t r i b u t i o n of i n j e c t i o n , 

20 then please work w i t h the D i v i s i o n t o agree on t h a t . 

21 Mechanical i n t e g r i t y t e s t s w i l l be annual f o r 

22 t h i s permit due t o the unique c o n d i t i o n s on a number of 

23 surrounding w e l l s i n t h i s area. 

24 The D i v i s i o n has requested t h a t i t work w i t h 

25 Targa on a contingency plan, and the Commission agrees 
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1 t h a t such plan should be worked on. The plan w i l l focus 

2 on questions of p o t e n t i a l mechanical f a i l u r e and what i s 

3 the backup f o r Targa i n t h a t case, when t o n o t i f y the 

4 D i v i s i o n of p o t e n t i a l concerns, when t o n o t i f y producers, 

5 and under what c o n d i t i o n s OCD may req u i r e an a d d i t i o n a l 

6 MIT at the l o c a t i o n . Have I covered a l l the --

7 CHAIRMAN BAILEY: Yes, th a t ' s everything 

8 i n my notes. Thank you. We ask t h a t the d r a f t orders.be 

9 submitted three weeks from today. 

10 Are there any other t o p i c s on t h i s case? 

11 MS. GERHOLT: Not from the D i v i s i o n . 

12 MR. SCOTT: No. Thank you. 

13 CHAIRMAN BAILEY: Then w e ' l l go on t o our 

14 next order of business, which has t o do w i t h the O i l 

15 Conservation D i v i s i o n ' s a p p l i c a t i o n f o r re-hearing of 

16 Rule Amendment 19.15.14.8 i n Case Number 14744. 

17 C a l l f o r appearances. 

18 M̂R. SCOTT^Gabrielle Gerholt on behalf of 

19 the D i v i s i o n . ^ 

2 0 CHAIRMAN BAILEY: Do you have any 

21 witnesses? 

22 MS. GERHOLT: I do not. 

23 MR. FELDEWERT: Madam Chair, Michael 

24 Feldewert appearing on behalf of the New Mexico O i l & Gas 

25 As s o c i a t i o n , and we have no witnesses. 
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