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1 (9:05 a.m.) 

2 CHAIRPERSON BAILEY: We have no orders t o 

3 sign today, so I w i l l c a l l Case Number 15127, which i s 

4 the a p p l i c a t i o n of DCP Midstream, LP f o r a u t h o r i z a t i o n 

5 t o i n j e c t acid gas i n t o the A r t e s i a AGI #2 Well, Section 

6 7, Township 18 South, Range 28 East, i n Eddy County, 

7 New Mexico. 

8 Appearances? 

9 MR. RANKIN: Good morning, Madam Chair. 

10 Adam Rankin w i t h Holland & Hart on'behalf of DCP 

11 Midstream. We have two witnesses today. 

12 MR. WADE: Good morning. Gabriel Wade on 

13 behalf of the OCD, and the OCD w i l l have one witness. 

14 CHAIRPERSON BAILEY: Do you have an opening 

15 • statement? 

16 OPENING STATEMENT 

17 MR. RANKIN: Thank you, Madam Chair. I f I 

18 might, I have a few comments t o put the a p p l i c a t i o n i n 

19 context. 

20 Today DCP i s here on i t s a p p l i c a t i o n f o r a 

21 second acid gas i n j e c t i o n w e l l , the A r t e s i a AGI #2. By 

22 i t s name, i t would be the second acid gas i n j e c t i o n w e l l 

23 f o r the A r t e s i a gas plan. The f i r s t w e l l was perm i t t e d 

24 and approved 12 years ago and has operated and continues 

25 t o operate r e l i a b l y . However, the r e s e r v o i r t h a t i t i s 
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1 disposing i n t o i s slowly f i l l i n g up, and i n order to 

2 meet demand and i n order to be proactive about 

3 increasing demand and d r i l l i n g i n the southeast p a r t of 

4 the s t a t e , DCP i s l o o k i n g f o r an a d d i t i o n a l r e s e r v o i r 

5 and has found one. I n f a c t , i t ' s not a new r e s e r v o i r . 

6 I t ' s one t h a t t h e i r c u rrent saltwater disposal w e l l has 

7 been i n j e c t i n g i n t o f o r some time. However, i t ' s an 

8 i d e a l r e s e r v o i r f o r a c i d gas, as they have determined. 

9 So today you w i l l hear about those 

10 t e c h n i c a l and g e o l o g i c a l c h a r a c t e r i s t i c s of t h i s new 

11 proposed t a r g e t i n j e c t i o n zone, and you 111 hear about 

12 how the second AGI, which w i l l act as the primary 

13 i n j e c t i o n w e l l i n t h i s case, w i l l allow the p l a n t to 

14 meet the e x i s t i n g demand, w i l l allow DCP to meet the 

15 p l a n t 1 s ' c u r r e n t operating capacity and w i l l allow DCP to 

16 have a d d i t i o n a l operation f l e x i b i l i t y , t o operate both 

17 w e l l s together as necessary or as appropriate and to use 

18 the f i r s t AGI w e l l as a redundant or backup w e l l i f 

19 necessary. 

20 Today Mr. Gutierrez, our second witness, 

21 w i l l provide a f u l l summary of the t e c h n i c a l d e t a i l s 

22 provided i n the C-108 a p p l i c a t i o n . We'll also have a 

23 witness, our f i r s t witness, a DCP witness, who w i l l give 

24 a l i t t l e background about the A r t e s i a Gas Plant and why 

25 DCP i s l o o k i n g f o r a second acid gas i n j e c t i o n w e l l 
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1 today. 

2 F i n a l l y , also, we w i l l touch on the 

3 proposed c o n d i t i o n s t h a t the D i v i s i o n has recommended t o 

4. the Commission, and we've had a chance t o discuss those 

5 w i t h the D i v i s i o n ' s counsel and have reached agreement, 

6 we believe, on a l l conditions t h a t the D i v i s i o n has 

7 proposed. 

8 So w i t h t h a t , I have two witnesses, and I'd 

9 appreciate your consideration of our a p p l i c a t i o n . 

10 CHAIRPERSON BAILEY: Mr. Wade, do you have 

11 any opening comments? 

12 MR. WADE: Other than Mr. Rankin sta t e d the 

13 case accurately, and we w i l l discuss those conditions as 

14 w e l l through Mr. Goetze. 

15 CHAIRPERSON BAILEY: Would you c a l l your 

16 f i r s t witness? 

17 MR. RANKIN: Thank you very much, Madam 

18 Chair. My f i r s t witness i s Mr. Russ Ortega. 

19 CHAIRPERSON BAILEY: Please stand t o be 

20 sworn. 

21 RUSSELL GILBERT ORTEGA, 

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

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

24 DIRECT EXAMINATION 

25 BY MR. RANKIN: 
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1 Q. Good morning, Mr. Ortega. 

2 A. Good morning. 

3 Q. W i l l you please s t a t e your f u l l name f o r the 

4 record? 

5 A. Russell G i l b e r t Ortega. 

6 Q. And by whom are you employed? 

7 A. CDP Midstream. 

8 Q. And where i s i t t h a t you reside? 

9 A. I reside i n Seminole, Texas, but I work i n 

10 Hobbs, New Mexico. 

11 Q. Okay. And what i s your p o s i t i o n w i t h DCP? 

12 A. My p o s i t i o n i s asset d i r e c t o r , d i r e c t o r of 

13 Operations f o r the southeast New Mexico north asset. 

14 Q- And what do your duties include i n t h a t 

15- p o s i t i o n 

16 A. P r e t t y much the o v e r a l l management of the 

17 asset, which incorporates four processing p l a n t s and 

18 four gathering systems, a l l the safety involved. I work 

19 w i t h the Safety Department, the Environmental 

20 departments and Operations t o t r y to manage smooth 

21 operations. 

22 Q. So part of your duties includes overseeing 

23 the your duties i n Operations includes the p e r m i t t i n g 

24 required to operate the f a c i l i t i e s and b r i n g on new 

25 equipment, t h a t s o r t of thing? 
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1 A. Yes, s i r . I'm p a r t of t h a t process. 

2 Q • How long have you been w i t h DCP now? 

3 A. Well, I've been w i t h DCP since 2000. I've been 

4 i n the in d u s t r y . P r i o r t o t h a t , I was wi t h P h i l l i p s 

5 Petroleum f o r -- I've been i n the in d u s t r y f o r 33, 

6 almost 34 years now. 

7 Q. And how long have you been i n your current 

8 p o s i t i o n w i t h DCP? 

9 A. I n my current p o s i t i o n , e i g h t , close t o nine 

10 years. 

11 Q- Now, i n --

12 A. And th a t ' s as a d i r e c t o r of Operations. I've 

13 been i n southeast New Mexico f o r about a year and a 

14 h a l f . 

15 Q. And i n your r o l e , you're f a m i l i a r and have 

16 oversight and r e s p o n s i b i l i t i e s of DCP's gas plants? 

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

18 Q. And t h e i r AGI operations as well? 

19 A. Yes, s i r . 

20 Q- And by AGI, I mean acid gas i n j e c t i o n ? 

21 A. Yes, s i r . 

22 Q- W i l l you give the Commission j u s t a b r i e f 

23 overview of DCP's operations i n southeast New Mexico? 

24 A. Well, we have the Linam Plant, which i s our 

25 biggest p l a n t i n southeast New Mexico. I t ' s kind of a 
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1 hub. We have a number of other f a c i l i t i e s t h a t can move 

2 gas to the Linam Plant, i n c l u d i n g the Hobbs Plant, 

3 Antelope Ridge, some from the Eunice Plant and the 

4 A r t e s i a Plant depending on the capacity at the time at 

5 the Linam Plant. We do have the a b i l i t y to move some 

6 volumes up to about 30 m i l l i o n from the A r t e s i a Plant t o 

7 Linam, but i f we have the Hobbs Plant down or Antelope 

8 Ridge w i t h an issue or something l i k e t h a t , the capacity 

9 i s n ' t there t o move the whole 30 m i l l i o n . 

10 Q. So stepping back, DCP i s a service provider t o 

11 o i l and gas operators i n the f i e l d , correct? 

12 A. Correct. 

13 Q. And the service you provide i s to gather gas 

14 what services do you provide? 

15 • A. We provide gathering and gas processing f o r our 

16 producers. 

17 Q. And some of the gas down there has got H2S i n 

18 i t ; i s th a t correct? 

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

20 Q. So p a r t of your service i s to manage t h a t H2S? 

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

22 Q. And how does DCP manage the H2S now? What i s 

23 the p r e f e r r e d methodology f o r managing the H2S? 

24 A. I n my asset, the p r e f e r r e d -- and f o r DCP -- i s 

25 acid gas i n j e c t i o n . 
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1 Q. And what's the reason f o r that? 

2 A. Well, the acid gas i n j e c t i o n u t i l i z e s 

3 r e c i p r o c a t i n g and c e n t r i f u g a l compression, which i s a 

4 l o t less maintenance i n t e n s i v e than a s u l f u r recovery 

5 u n i t . I've been involved w i t h s u l f u r recovery u n i t s 

6 since I s t a r t e d w i t h t h i s i n d u s t r y , and the AGI process 

7 i s j u s t way more e f f i c i e n t from a cost standpoint and an 

8 operation standpoint. 

9 Q. Are there any other environmental b e n e f i t s t h a t 

10 you see as a r e s u l t of t r a n s i t i o n i n g t o an acid gas 

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

12 A. Yeah. There are a l o t less issues w i t h the 

13 acid gas type systems, and I know that we have t a i l gas 

14 coming out of our SRUs t h a t you don't see w i t h an AGI 

15 • system. 

16 Q. So as a consequence, by t r a n s i t i o n i n g t o more 

17 acid gas i n j e c t i o n , i s i t e l i m i n a t i n g some otherwise 

18 atmospheric emissions? 

19 A. Could you repeat that? 

20 Q. Sorry. Poorly worded. 

21 By t r a n s i t i o n i n g t o AGI f o r disposal of 

22' acid gas, i s DCP e l i m i n a t i n g or m i t i g a t i n g some 

23 otherwise emissions t h a t would otherwise occur? 

24 A. That's c o r r e c t . We're e l i m i n a t i n g the t a i l gas 

25 t h a t comes out of your t a i l gas i n c i n e r a t o r , and I know 
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1 we have t o meet a c e r t a i n percentage. So i t ' s a minimal 

2 amount, but i t ' s s t i l l an emissions we can do away w i t h 

3 by u t i l i z i n g AGI. 

4 Q. And, Mr. Ortega, today you're appearing as a 

5 f a c t witness, correct? 

6 A. Yes, s i r . 

7 Q. And have you also prepared some s l i d e s or 

8 e x h i b i t s t o review w i t h the Commissioners today? 

9 A. I helped p u t t i n g these s l i d e s together. Yes, 

10 s i r . 

11 Q. Great. Would you mind please j u s t walking 

12 through your f i r s t s l i d e s over here? There i s an 

13 overview of the A r t e s i a Gas Plant. Would you please 

14 describe what the A r t e s i a Gas Plant i s and what i t does? 

15 A. Sure w i l l . To s t a r t o f f w i t h -- and i t ' s not 

16 one of these dot points -- the A r t e s i a Gas Processing 

17 F a c i l i t y has the capacity of 90 m i l l i o n cubic f e e t per 

18 day, and t h a t ' s w i t h an AGI t h a t we j u s t i n s t a l l e d , 

19 which i s a recent upgrade. I t gives us the a b i l i t y t o 

20 move about 2 m i l l i o n cubic f e e t of acid gas, t o t a l acid 

21 gas, which enables us to get up to t h a t f u l l 90 m i l l i o n 

22 i n capacity at the p l a n t . The 2 m i l l i o n cubic f e e t 

23 a d d i t i o n a l -- or not a d d i t i o n a l , but the 2 m i l l i o n t h a t 

24 t h i s new compressor gives us i s made up of about 30 

25 percent H2S and about 70 percent C02. 
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1 The e x i s t i n g AGI compressor t h a t we had was 

2 only capable of moving 1.5 m i l l i o n max a day, which, 

3 w i t h the acid gas a v a i l a b l e coming from the producers, 

4 we weren't able t o b r i n g i n the f u l l 90 m i l l i o n volume. 

5 So we e i t h e r had to move those volumes t o the Linam 

6 Plant w i t h a s p i l l o v e r or, on occasion, when Linam was 

7 f u l l , l i k e I was mentioning e a r l i e r , we would have t o 

8 c u r t a i l producers. And we used a r a t a b l e c u r t a i l m e n t so 

9 t h a t we weren't j u s t h i t t i n g one producer. 

10 We also produce about 600 b a r r e l s , on 

11 average, of waste water or produced water t h a t ' s 

12 c u r r e n t l y being disposed of i n our saltwater disposal 

13 w e l l on the pl a n t l o c a t i o n . The A r t e s i a Plant employs 

14 approximately 25 f u l l - t i m e employees, and we provide gas 

15 • processing services f o r about 120 producers. A couple 

16 of those are f a i r l y s i g n i f i c a n t producers i n regards t o 

17 the volumes they b r i n g t o the p l a n t . A l o t of them are 

18 smaller, independent, kind of mom-and-pop type of 

19 customers. 

2 0 Q. Mr. Ortega, j u s t to h i g h l i g h t a few po i n t s on 

21 your s l i d e , the t r e a t e d a c i d gas t h a t ' s being i n j e c t e d 

'22 consists of 70 percent C02? 

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

24 Q. That C02 i s e f f e c t i v e l y then being i n j e c t e d and 

25 i s e s s e n t i a l l y being sequestered i n the r e s e r v o i r t h a t 
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1 you're disposing i n t o ; i s t h a t correct? 

2 A. That i s c o r r e c t . • 

3 Q. C02 would otherwise be -- would have been 

4 admitted t o the atmosphere without the i n j ection? 

5 A. A p o r t i o n of i t , yes. 

6 Q. And then w i t h respect t o the wastewater, what's 

7 the source of t h a t wastewater? 

8 A. There 1s a number of d i f f e r e n t sources. We have 

9 the produced water coming i n t o the i n l e t of the p l a n t 

10 w i t h the gas stream, along w i t h hydrocarbon condensate. 

11 We separate t h a t i n our i n l e t separation. The water 

12 eventually goes t o our disposal w e l l . We also have 

13 cooling towers t h a t u t i l i z e water f o r cool i n g , and t h a t 

14 water r e b u i l d s c h l o r i d e s and t h a t type of t h i n g , 

15 i m p u r i t i e s , and we have t o have a constant blow-down on 

16 those coolin g towers i n order to remove those 

17 i m p u r i t i e s . 

18 And on occasion, we also have trucks from 

19 the gathering system b r i n g i n g i n l i q u i d s t h a t include 

20 hydrocarbon condensate and water t h a t we separate. A l l 

21 t h a t water eventually goes down our saltwater d i s p o s a l . 

22 Q. Now, t h i s i s the w e l l t h a t DCP w i l l be s h u t t i n g 

23 i n and plugging and abandoning once t h i s h o p e f u l l y 

24 t h i s AGI #2 i s approved and goes i n t o operation? 

25 A. That's c o r r e c t . 
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1 Q. And the reason t h a t DCP i s seeking a what 

2 DCP i s asking f o r i n i t s a p p l i c a t i o n i s the a b i l i t y t o 

3 i n j e c t e i t h e r t r e a t e d acid gas w i t h water or dry t r e a t e d 

4 acid gas; i s t h a t correct? 

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

6 Q. So one of the reasons what's the reason t h a t 

7 i t ' s asking f o r the a b i l i t y t o i n j e c t wet t r e a t e d acid 

8 gas? 

9 A. Well, we're looking at other options at t h i s 

10 p o i n t i n order t o f i n d another source f o r disposal, but 

11 i f we can't f i n d or get another disposal w e l l , we would 

12 need to go w i t h the wet acid, gas i n j e c t i o n i n order t o 

13 get r i d of the produced water. 

14 Q. Does DCP have a preference i n terms of what 

15 • type of acid gas i n j e c t i o n w e l l i t would p r e f e r t o 

16 operate t h i s plant? 

17 A. Yes. We would p r e f e r t o go w i t h a dry -- the 

18 dry w e l l , and, again, i f we can u t i l i z e another option 

19 i n order t o get r i d of our produced water. 

20 Q. And i f DCP i s able to f i n d another opti o n , 

21 would i t then s e l e c t the dry acid gas i n j e c t i o n well? 

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

2 3 Q. Would i t then n o t i f y the D i v i s i o n t h a t t h a t ' s 

24 what i t s i n t e n t is? 

25 A. Yes, s i r . 
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1 Q. And Mr. Gutierrez, our second witness, w i l l 

2 address the t e c h n i c a l aspect of the saltwater disposal 

3 well? 

4 A. Yes, s i r . 

5 Q. Now, your next s l i d e , Mr. Ortega, I t h i n k 

6 discusses some of the goals, the reasons DCP's asking 

7 f o r t h i s a p p l i c a t i o n ? 

8 A. W e l l , i t ' s d e f i n i t e l y an enhancement, and i t 

9 w i l l improve r e l i a b i l i t y . And when you say improve 

10 r e l i a b i l i t y , t h a t encompasses a couple of r e a l important 

11 t h i n g s . Number one, excess emissions. I f we can 

12 improve the r e l i a b i l i t y on our acid gas i n j e c t i o n , i t 

13 w i l l help reduce the excess emissions from upsets, 

14 downtime and t h a t type of t h i n g . 

15 One other t h i n g i s the safe t y . I f we have 

16 a redundant w e l l to go i n t o , we can switch, and we're 

17 not scrambling because we1 re t r y i n g t o avoid the f l a r i n g 

18 or the impact t o producers, t h a t type of t h i n g . So i t 

19 gives us some f l e x i b i l i t y and gives us some time t o not 

20 have t o scramble to work on a u n i t . And i n my mind, 

21 t h a t adds a b i t of safety t o the r e l i a b i l i t y p o r t i o n on 

22 t h i s . 

23 I t a lso a l lows f o r simultaneous ope ra t ion 

24 or , as I mentioned, a l t e r n a t e . Again, i n order t o get 

25 t o t h a t 90 m i l l i o n , we've got to be able to move the 
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1 2 m i l l i o n of acid gas i n t o the w e l l , and t h i s w e l l i s 

2 f i l l i n g up. And Al b e r t o w i l l cover the t e c h n i c a l 

3 aspects of i t , but we1 re l o o k i n g at f i v e t o e i g h t years 1 

4 l i f e expectancy l e f t on t h i s r e s e r v o i r . So i n order t o 

5 increase t h a t f l e x i b i l i t y and r e l i a b i l i t y , w i t h t h i s 

6 a d d i t i o n a l w e l l , we can swap back and f o r t h , as I 

7 mentioned. We would have j u s t a complete other t r a i n . 

8 We have had some issues w i t h leaks on the 

9 t r e e . As a matter of f a c t , j u s t yesterday we had a wing 

10 valve t h a t had a f a i l u r e on the diaphragm. The valve 

11 closed, so we were down, f l a r i n g . We had to back out 

12 producers i n order t o minimize the f l a r i n g i n order t o 

13 make the r e p a i r s on t h a t . I f we had t h a t redundant 

14 w e l l , i t would have been a seamless switch over t o the 

15 other w e l l , and we wouldn't have i n c u r r e d near as much 

16 emissions, prolonged shutdowns. I t h i n k t h a t ' s a key to 

17 the r e l i a b i l i t y and the reduction i n excess emissions. 

18 And then as f a r as our customer service, 

19 i t ' l l help provide u n i n t e r r u p t e d , f o r the most p a r t , 

20 service f o r our producers i n order t o get us up to t h a t 

21 f u l l capacity. I f we're able t o run them 

22 simultaneously, we may be able t o move even more than 

2 3 the 90 m i l l i o n capacity. We'11 j u s t have to see. 

24 That's kind of i n the f u t u r e . 

25 Q. When you t a l k about f l a r i n g , i f there i s any 
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1 downtime on the e x i s t i n g AGI #1 w e l l , what has t o get 

2 flared? Is i t both the p l a n t and p o t e n t i a l l y the 

3 wellhead? 

4 A. Yes, s i r . Whenever we have t o c u r t a i l or back 

5 out gas i n order t o reduce the volumes going t o our acid 

6 gas f l a r e , t h a t impacts producers. They'11 have to shut 

7 i n wells i f i t ' s going t o be a prolonged outage. 

8 T h e y ' l l e i t h e r have to shut i n w e l l s . I f they shut i n 

9 wel l s , they lose o i l production. So f o r the most p a r t , 

10 they f l a r e at the wellhead i n order t o maintain o i l 

11 production. 

12 Q. Mr. Ortega, j u s t f o r the record, do you mind 

13 j u s t e x p l a i n i n g b r i e f l y what i t i s t h a t gets f l a r e d and 

14 why, so we understand? 

15 A. At the f a c i l i t y , we f l a r e the acid gas, which 

16 i s , again, a combination of H2S and C02, at the 

17 wellhead. That's .just going t o be raw gas coming o f f 

18 the wellhead, which would include everything from 

19 methane, H2S, propane, butane, t h a t type of t h i n g . 

20 Q. So i t ' s burned a c t u a l l y i n order f o r i t t o be a 

21 safe emission; i s t h a t correct? 

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

23 Q. But i t nonetheless r e s u l t s i n emissions of 

24 greenhouse gases and other substances? 

25 A. Yes, NOx/02. There are other emissions when 
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1 you burn. 

2 Q. Nitrogen oxides --

3 A. Yes. 

4 Q. -- and other -- other s u l f u r oxides and 

5 things t h a t --

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

7 Q. -- things t h a t people don't want to see i n the 

8 atmosphere ge n e r a l l y , r i g h t ? 

9 A. Yes, s i r . 

10 Q. And then I t h i n k your l a s t s l i d e touches on the 

11 proposed p r o j e c t t i m e l i n e f o r the well? 

12 A. Yes, s i r . I n the Permian Basin, I t h i n k 

13 everybody's aware of the r i s i n g gas production. There's 

14 a l o t of a c t i v i t y , e s p e c i a l l y i n the A r t e s i a area. I f 

15 anybody's d r i v e n through t h a t area, i t ' s j u s t g e t t i n g 

16 very a c t i v e . And w i t h t h a t there's an increased demand 

17 on the gas p l a n t capacity t o support the production i n 

18 these areas. 

19 We've been running t h i s AGI w e l l at A r t e s i a 

20 f o r about 12 years now, and i t ' s been operating, 

21 performing p r e t t y w e l l . I t ' s a 24/7 operation, and 

'22 t h a t ' s what our customers expect. So, again, when we 

23 have issues, i t impacts our customers and producers, and 

24 then, again, adds t o a negative impact on the 

25 environment. 
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1 The new w e l l , i t ' l l be located at A r t e s i a 

2 Plant. The t o t a l a c i d gas l i n e s from the compressors 

3 going t o the w e l l w i l l be coming from the acid -- or the 

4 amine t r e a t e r . The w e l l , i t ' l l be d r i l l e d as a deviated 

5 w e l l , and i t ' l l be completed consistent w i t h a c a r e f u l l y 

6 developed AGI design and w i l l be i n compliance w i t h 

7 New Mexico OCD gui d e l i n e s and the recent New Mexico 

8 OCC-approved AGIs. 

9 Geolex and Mr. Gutierrez, they were 

10 ret a i n e d i n June of l a s t year t o evaluate the p o t e n t i a l 

11 f o r t h i s new w e l l . They prepared and submitted the 

12 a p p l i c a t i o n on March 23rd of t h i s year. So h o p e f u l l y 

13 we're moving forward. 

14 Q. Speaking of moving forward, Mr. Ortega, DCP has 

15 a l o t of a c t i v i t y going on r i g h t now w i t h i t s other 

16 a p p l i c a t i o n s t h a t have r e c e n t l y been approved. How does 

17 t h i s asset f i t i n t o the time frame or time schedule t h a t 

18 DCP i s doing w i t h the other a c i d gas p r o j e c t s t h a t have 

19 already been approved? 

20 A. I t ' s very important. Best case, we're lo o k i n g 

21 at December 2 013 s t a r t -- or 2 015 s t a r t date. We do 

22 have the Linam #2 w e l l and the Zia wells t h a t we're 

23 moving forward w i t h ahead of t h i s , and t h i s i s about the 

24 e a r l i e s t we can get to i t . But we want to get t o i t as 

25 soon as we can. 
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1 Q. Part of the reason f o r t h a t i s because you 1 re 

2 c u r r e n t l y not able t o meet p l a n t capacity? 

3 A. On occasion, t h a t 1 s c o r r e c t . 

4 Q. And you've got increasing demand already out i n 

5 the f i e l d t h a t you 1 re not able t o service? 

6 A. Yes, s i r . 

7 Q. And, Mr. Ortega, have you had a chance t o 

8 review the Divisi o n ' s proposed conditions t h a t were a 

9 part of the pre-hearing statement submitted by the 

10 Division? 

11 A. Yes, I have. 

12 Q. And i s i t your understanding t h a t DCP has 

13 reached agreement w i t h the D i v i s i o n on the proposed 

14 terms? 

15 A. That's my understanding. 

16 Q. And w i t h respect t o t h e i r proposed c o n d i t i o n 

17 number seven, which addresses monthly r e p o r t i n g of the 

18 d a i l y gathered i n f o r m a t i o n on the C-103, i s i t your 

19 understanding t h a t you have reached an agreement t o 

20 provide t h a t r e p o r t i n g on a q u a r t e r l y basis? 

21 A. That i s my understanding. 

22' Q. And then w i t h respect to item number 14, 

23 c o n d i t i o n number 14, as proposed by the D i v i s i o n , asking 

24 DCP to address impacts due to the i n j e c t i o n of the 

25 sa l t w a t e r disposal w e l l t h a t you discussed, i s i t your 
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1 understanding t h a t Mr. Gutierrez has included the 

2 volumes and the h i s t o r i c a l i n j e c t i o n from t h a t w e l l i n 

3 h i s c a l c u l a t i o n s ? 

4 A. That's my understanding. 

5 Q. And then Mr. Gutierrez w i l l discuss any more 

6 s p e c i f i c s i n his testimony w i t h respect to these 

7 co n d i t i o n s ; i s t h a t r i g h t ? 

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

9 Q. Mr. Ortega, d i d you help prepare these three 

10 s l i d e s t h a t you reviewed today? 

11 A. Yes, s i r . 

12 MR. RANKIN: I ' l l move to admit t h i s l a t e r 

13 i n Mr. Gutierrez' testimony, but I have no f u r t h e r 

14 questions. 

15- CHAIRPERSON BAILEY: Any cross? 

16 MR. WADE: No cross. 

17 CHAIRPERSON BAILEY: Commissioner Warnell? 

18 COMMISSIONER WARNELL: Yes. I have a few 

19 questions. 

20 CROSS-EXAMINATION 

21 BY COMMISSIONER WARNELL: 

22 Q. Good morning, Mr. Ortega. 

23 A. Good morning. 

2 4 Q. Have you ever t e s t i f i e d before the Commission 

25 before? 
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1 A. No, s i r . 

2 Q. How o f t e n do you go to the A r t e s i a Plant? You 

3 say you 1 re o f f i c e d i n Hobbs. 

4 A. Yes, s i r . I f e v e r y t h i n g 1 s running good, I t r y 

5 t o get there once or twice a week. 

6 Q. I f f o r some reason the A r t e s i a Plant shuts 

7 down, how do you b r i n g i t back up online? Like 

8 yesterday you said you had a problem. Did you shut the 

9 whole p l a n t down or 

10 A. No, s i r . We reduce volumes on the i n l e t t o the 

11 p l a n t t o minimize the f l a r e at the p l a n t . We do have 

12 some very l i t t l e l i n e pack capacity i f i t ' s going t o be 

13 a short d u r a t i o n . I f I'm not mistaken, i t was a couple 

14 of hours yesterday. So t h a t would e n t a i l , I bel i e v e , a 

15 shutdown t o booster s i t e s , which would r e s u l t i n the 

16 producers having t o c u r t a i l some volumes. 

17 Q. So there i s somebody at the p l a n t 24/7? 

18 A. Yes, s i r . 

19 Q. You mentioned you have four p l a n t s and four 

20 gathering systems, the Linam, Hobbs, Antelope and 

21 A r t e s i a plants? 

22' A. I've got the Linam Plant, the A r t e s i a Plant, 

23 the Hobbs Plant and the Pecos Diamond Plant. 

24 Q. For the record, could you please e x p l a i n the 

25 d i f f e r e n c e between a p l a n t and a gathering system? 

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



Page 24 

1 A. The gathering system, we1 re gathering the raw 

2 gas from the producer, coming from the wellhead. We 

3 move i t t o tru n k l i n e s most of the time t h a t send i t t o 

4 a booster s t a t i o n , which i s compression. We boost the 

5 pressure up on some of the gas, the m a j o r i t y of the gas, 

6 up to p l a n t i n l e t pressure, so i t can get i n the p l a n t . 

7 We do have some low pressure coming i n t o the p l a n t , 

8 also, from compression out i n the gathering system. The 

9 gathering system, l i k e i t sounds, gathers the gas. 

10 The gas pl a n t processes the gas. And what 

11 we do, we remove or separate the raw gas w i t h -- or your 

12 NGLs, your propanes, butanes and a l l t h a t , we separate 

13 t h a t from the methane gas t h a t you burn on the stove i n 

14 your houses and s t u f f ; we separate those components. 

15 Q. You t e s t i f i e d t h a t the SWD w e l l w i l l be 

16 plugged? 

17 A. Yes, s i r , p r i o r t o , i f we're successful i n 

18 g e t t i n g t h i s w e l l i n , p r i o r t o the new AGI w e l l . 

19 Q. So what w i l l happen t o t h a t water you're 

2 0 p r e s e n t l y i n j e c t i n g i n t o t h a t s a l t w a t e r disposal well? 

21 A. Again, we're looking f o r other options, 

22"" possible and I t h i n k A l b e r t o may cover t h i s i n h i s 

23 p r e s e n t a t i o n , but we1 re looki n g at a couple of other 

24 zones t o po s s i b l y d r i l l another saltwater disposal w e l l 

25 on s i t e or i n close p r o x i m i t y t o the p l a n t . And i f 
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1 t h a t ' s not possible, then we would want to go w i t h a wet 

2 gas w e l l . Worst case, t r u c k i t . And t h a t w i l l be a 

3 l a s t r e s o r t , i n my opinion. 

4 Q. I t h i n k you t e s t i f i e d t h a t you would p r e f e r t o 

5 have a dry w e l l r a t h e r than --

6 A. Yes, s i r . 

7 Q. — wet? 

8 Why i s that? 

9 A. You know, my opinion, we're going t o be t r y i n g 

10 t o run two we l l s simultaneously or have a l t e r n a t e s . The 

11 e x i s t i n g w e l l t h a t we have there at A r t e s i a i s dry. 

12 Again, i t ' s operated f o r 12 years p r e t t y much without 

13 any issues on the w e l l i t s e l f . Whenever we have to 

14 switch back and f o r t h , we won't be able t o go down the 

15 e x i s t i n g w e l l w i t h t h a t water acid gas stream, so 

16 there's going t o be a d d i t i o n a l equipment t h a t we 1 re 

17 going t o have to i n s t a l l i n order t o be able t o d i v e r t 

18 and not put the wet s o l u t i o n down the e x i s t i n g w e l l . 

19 And, again, t h i s i s my opinion, i n t a l k i n g 

20 t o engineers, our asset engineer on s i t e . He's worked 

21 w i t h a wet gas w e l l before. He's had some fr e e z i n g 

22' ' issues and t h a t type of t h i n g . So there are j u s t 

23 inherent a d d i t i o n a l issues t h a t you could experience on 

24 a wet gas w e l l . 

25 Q. Okay. So the #1 w e l l has been opera t ing f o r 12 
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1 years, and I t h i n k you t e s t i f i e d t h a t i t ' s maybe good 

2 f o r another eight? 

3 A. And, again, Mr. Gutierrez w i l l be the b e t t e r 

4 person t o answer t h a t , but my understanding i s ei g h t t o 

5 f i v e years i s what the l i f e expectancy i s on i t . 

6 Q. So assuming i t was eight years, then you're 

7 looking at a t o t a l l i f e expectancy of the #1 w e l l of 20 

8 years? 

9 A. Of the #1 well? 

10 Q. Yeah. I t ' s been operating f o r 12 years. 

11 A. Oh, yeah. Yeah. Yes, yes, yes. 

12 Q. Do you know what the l i f e expectancy of the #2 

13 w e l l is? I know Mr. Gutierrez i s probably going t o t e l l 

14 us t h i s . 

15 A. No, s i r . I don't have a number f o r you. 

16 Q. Thank you. No f u r t h e r questions. 

17 CROSS-EXAMINATION 

18 BY COMMISSIONER BALCH: 

19 Q. T h i r t y percent H2S. That's the highest cut, I 

20 t h i n k , of any of the AGI we l l s t h a t we've looked at i n 

21 the l a s t couple of years anyway. Is t h a t -- t h a t ' s 

22 r e a l l y j u s t a regional area t h a t you're gathering the 

23 gas from 

24 A. Right. 

25 Q. -- has a high amount of sour gas? 
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1 A. Yes, s i r . 

2 Q. Is t h a t p r o j e c t e d f u t u r e growth i n t h a t area 

3 also going t o be sour gas? Do you see t h a t r a t i o 

4 changing e i t h e r d i r e c t i o n ? 

5 A. I don't see i t going down, but that's j u s t my 

6 opinion. 

7 Q. But i t may go up a l i t t l e b i t ? 

8 A. P o s s i b i l i t y . 

9 Q. The e x i s t i n g saltwater disposal w e l l , i s there 

10 a p a r t i c u l a r reason you shut t h a t down? 

11 A. I t ' s i n the same zone t h a t we'11 be going i n 

12 w i t h the new AGI w e l l , and we can't u t i l i z e t h a t 

13 saltwater w e l l i n the same zone as the AGI w e l l . 

14 Q. Thank you. Those are my questions. 

15 CHAIRPERSON BAILEY: And the other 

16 Commissioners took my questions, so I have nothing. 

17 Do you have any r e d i r e c t ? 

18 REDIRECT EXAMINATION 

19 BY MR. RANKIN: 

2 0 Q. Just a quick question, Mr. Ortega. With 

21 respect to Commissioner Warnell's questions about the 

22' l i f e expectancy of the e x i s t i n g AGI #1 w e l l , i s i t your 

23 understanding t h a t the l i f e expectancy i s dependent upon 

24 the i n j e c t i o n r a t e as opposed t o any equipment issues? 

2 5 I t ' s the i n j e c t i o n r a t e t h a t you're t a l k i n g about? 
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1 A. Yeah, th a t ' s c o r r e c t . And my understanding 

2 and I've seen some trends. I t ' s continued t o -- the 

3 pressure on t h a t r e s e r v o i r has continued t o climb. 

4 Depending on i f we get more -- l i k e we were t a l k i n g 

5 about, adding t o t h a t percentage of C02 or H2S, i t could 

6 escalate and reduce the l i f e expectancy, I would guess. 

7 And , again, Mr. Gutierrez can probably answer t h a t 

8 b e t t e r than I can. 

9 Q. But i f the i n j e c t i o n rate i n t h a t AGI #1 were 

10 to be s i g n i f i c a n t l y decreased, the l i f e expectancy of 

11 t h a t r e s e r v o i r --

12 A. Yeah. 

13 Q. may be prolonged --

14 A. Yes. I see where you're going w i t h t h i s . Yes. 

15 Q. Thank you, Mr. Ortega. No f u r t h e r questions. 

16 CHAIRPERSON BAILEY: You may be excused. 

17 THE WITNESS: Thank you. 

18 MR. RANKIN: Madam Chair, I'd l i k e t o c a l l 

19 my second and f i n a l witness, Mr. Alb e r t o Gutierrez. 

20 CHAIRPERSON BAILEY: Would you please stand 

21 to be sworn? 

22 ALBERTO A. GUTIERREZ, 

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

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

25 DIRECT EXAMINATION 
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1 BY MR. RANKIN: 

2 Q. Mr. Gutierrez, can you please state your f u l l 

3 name f o r the record? 

4 A. Yes. Alberto A. Gutierrez. 

5 Q. And by whom are you employed? 

6 A. Geolex, Incorporated. 

7 Q. And what's your p o s i t i o n w i t h Geolex? 

8 A. I'm the president of Geolex. 

9 Q. And how long have you operated Geolex? 

10 A. Twenty years. 

11 Q. And what have you done what do you do f o r 

12 Geolex? What's t h e i r business? 

13 A. Well, I'm a p r o f e s s i o n a l geologist, and we do a 

14 wide v a r i e t y of d i f f e r e n t types of geological and 

15 engineering types of p r o j ects i n the groundwater 

16 contamination area, groundwater remediation, but we also 

17 have a defined s p e c i a l t y i n acid gas i n j e c t i o n . So we 

18 do a l o t of ac i d gas i n j e c t i o n p r o j e c t s throughout the 

19 United States and overseas. 

20 Q. How many acid gas i n j e c t i o n wells have you 

21 worked on t o get to the p e r m i t t i n g and development 

' 22" process? 

23 A. I n excess of 20. 

24 Q- And how many have you done i n New Mexico? 

25 A. Now, a l l of them except f o r one. 
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1 Q. A l l -- a l l --

2 A. A l l the ones t h a t e x i s t i n the s t a t e except f o r 

3 one. 

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

5 Commission? 

6 A. Yes, I have. 

7 Q. Have you pr e v i o u s l y had your c r e d e n t i a l s as an 

8 expert i n petroleum geology, acid gas i n j e c t i o n 

9 operation and design and hydrogeology and groundwater 

10 contamination accepted and made a matter of record? 

11 A. Yes, they have. 

12 MR. RANKIN: Madam Chair, I would tender 

13 Mr. Gutierrez as an expert i n those subj ects t h a t I j ust 

14 r e c i t e d . 

15 CHAIRPERSON BAILEY: He i s accepted. 

16 MR. RANKIN: Thank you very much. 

17 Q. (BY MR. RANKIN) Mr. Gutierrez, d i d you prepare 

18 the C-108 a p p l i c a t i o n t h a t was provided w i t h the 

19 a p p l i c a t i o n ? 

20 A. I d i d . 

21 Q. And I'd l i k e t o mark the C-108 as E x h i b i t 

22 Number 1. 

23 And d i d you also prepare a PowerPoint 

2 4 p r e sen ta t i on summarizing the aspects o f the C-108 

25 a p p l i c a t i o n ? 
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1 A. I d i d . 

2 (E x h i b i t Number 1 marked.) 

3 Q. Are you prepared t o review t h a t summary f o r the 

4 Commissioners? 

5 A. I am. 

6 Q. Would you please does the C-108 t h a t 1 s been 

7 marked as E x h i b i t Number 1 contain a l l the t e c h n i c a l 

8 in f o r m a t i o n necessary t o approve the AGI #2? 

9 A. Yes, i t does. 

10 Q. W i l l you please walk the Commissioners through 

11 your s l i d e presentation? 

12 A. Sure. B a s i c a l l y , I want to j u s t kind of go 

13 over f i r s t what are the to p i c s t h a t we're going t o 

14 discuss. 

15 The f i r s t one has already been addressed by 

16 Russ, and t h a t ' s kind of what the o v e r a l l r a t i o n a l e i s 

17 f o r the p r o j e c t and the t i m e l i n e . We can t a l k a l i t t l e 

18 b i t more about t h a t as you have questions regarding the 

19 rol e s between the two w e l l s , et cetera. 

20 Then I would l i k e t o summarize the key 

21 aspects of the proposed AGI w e l l , which i s a l i t t l e 

22 ' d i f f e r e n t than ones t h a t we have done before i n f r o n t of 

23 the Commission because we're asking f o r the f l e x i b i l i t y 

24 t o have e i t h e r a wet or dry w e l l . Now, we c e r t a i n l y 

25 have had t h i s Commission permit both wet and dry wells 

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



Page 32 

1 before but never one where we d i d n ' t -- although by 

2 p e r m i t t i n g a wet w e l l , i n e f f e c t you're p e r m i t t i n g a wet 

3 and dry w e l l because you're not always i n j e c t i n g 

4 wastewater i n conjunction w i t h the TAG. But i n t h i s 

5 case, we're asking s p e c i f i c a l l y f o r t h a t , and I ' l l go 

6 i n t o what those reasons are. So i t ' s a l i t t l e b i t 

7 d i f f e r e n t than the normal a p p l i c a t i o n i n t h a t sense. 

8 I ' l l then also go i n t o a discussion of the 

9 d e t a i l e d geology of the i n j e c t i o n area and the r e s e r v o i r 

10 and maybe give you also a l i t t l e b e t t e r sense of what's 

11 happening w i t h the e x i s t i n g AGI r e s e r v o i r and the new 

12 r e s e r v o i r t h a t we have i d e n t i f i e d here. 

13 Then I w i l l go over the key design features 

14 of the w e l l , as w e l l as going through and looking at the 

15 surrounding production and groundwater resources i n the 

16 area and how we w i l l p r o t e c t those through our design 

17 and our geologic i n t e r p r e t a t i o n s , and then the 

18 conclusions and what we are asking the Commission t o do 

19 r e l a t i v e t o t h i s w e l l . 

20 So l e t ' s t a l k about some of the key 

21 elements of the C-108. You already have t h a t . As we 

22" mentioned, t h i s w e l l i s intended t o u l t i m a t e l y provide 

23 the primary disposal w e l l f o r the t r e a t e d a c i d gas from 

24 the A r t e s i a Plant. Now, c u r r e n t l y , as we mentioned, the 

25 AGI #1 has been continued and i s con t i n u i n g t o be used. 
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1 I t works w e l l . I t ' s a good w e l l . However, the 

2 r e s e r v o i r does have some l i m i t a t i o n s , and w e ' l l discuss 

3 those i n more d e t a i l down the road. However, we are 

4 seeking the -- and t h a t ' s why DCP r e a l l y i s wanting t h i s 

5 w e l l , because as the Commission i s w e l l aware, we have 

6 come, over the l a s t 12 to 15 years of doing these 

7 p r o j e c t s , to recognize the importance of having a 

8 redundant w e l l , because i t provides an o p p o r t u n i t y f o r 

9 the operator not t o , per se, increase capacity or 

10 whatever, but i t provides an o p p o r t u n i t y t o be able t o 

11 l i v e switch between two i n j e c t i o n p o ints t h a t allows f o r 

12 working one over or doing w e l l work on a w e l l without 

13 going to f l a r e and without c u r t a i l i n g producers. So 

14 t h a t redundancy c a p a b i l i t y i s one t h a t w i l l allow DCP to 

15 avoid- even more shutdowns than they c u r r e n t l y -- avoid 

16 . through the use of AGI #1. 

17 Also, nearby o i l and water w e l l s there 

18 r e a l l y aren't any nearby water w e l l s , but the nearby o i l 

19 and gas wells w i l l c e r t a i n l y be protected by the design 

20 and the geologic f a c t o r s , as w i l l any freshwater 

21 resources there, which, as you'11 see from our 

22" discussion, are p r e t t y scant. As a matter of f a c t , the 

23 p l a n t does not have a water supply w e l l . I t receives 

24 i t s water -- municipal water from the c i t y of A r t e s i a , 

2 5 and t h a t i s , i n f a c t , who supplies water t o a l l of t h i s 

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



Page 34 

1 area, because there r e a l l y i s very l i t t l e , i f any, f r e s h 

2 groundwater i n the area. 

3 So w e ' l l go over the d e t a i l e d l o g 

4 i n t e r p r e t a t i o n t h a t has perm i t t e d our d e l i n e a t i o n of the 

5 r e s e r v o i r , and we'11 demonstrate why i t i s p r o t e c t i v e of 

6 e x i s t i n g w e l l s . 

7 Also, as Adam alluded t o , the a p p l i c a t i o n 

8 does have a l l of the in f o r m a t i o n necessary t o approve 

9 the second AGI w e l l . And we are c u r r e n t l y i n the 

10 • process of r e v i s i n g the H2S contingency plan f o r the 

11 A r t e s i a Plant so i t w i l l include t h i s new w e l l , i n 

12 a d d i t i o n t o b r i n g i n g the plan up to spec w i t h the Rule 

13 11 requirements. 

14 Operators and surface owners have a l l 

15 received-• proper n o t i c e , and we have not had any 

16 objections t o the p r o j e c t . 

17 Okay. So l e t 1 s r e a l l y summarize what we1 re 

18 asking f o r here. We're requesting a u t h o r i t y t o i n j e c t 

19 acid gas e i t h e r w i t h or without wastewater from a second 

20 w e l l . I t ' s a deviated w e l l , and I ' l l go i n t o why we've 

21 chosen t h a t . But fundamentally, the reason t o make i t 

22" simple i s t h a t we want the surface l o c a t i o n as close as 

23 possible t o the e x i s t i n g AGI #1. However, the best p a r t 

24 of the r e s e r v o i r t h a t we're a f t e r i s b a s i c a l l y on the 

25 other side of the p l a n t from the surface l o c a t i o n . And 
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1 so we want t o get t o t h a t b e t t e r p a r t of the r e s e r v o i r , 

2 and the way we inte n d t o do t h a t i s by d e v i a t i n g the 

3 w e l l . 

4 The w e l l w i l l be completed i n t o the lower 

5 San Andres, the G l o r i e t a and the upper Yeso areas there 

6 at depths of approximately 3,600 t o 4,300 f e e t . And the 

7 maximum operating pressure, i f we use i t as a dry w e l l , 

8 only would be about 1,700 p s i . I f we had a mixture of 

9 the t o t a l TAG volume and the t o t a l wastewater volume, 

10 then t h a t MAOP would be s i g n i f i c a n t l y reduced because 

11 the density of the f l u i d i s greater, and i t would be 

12 around 916 p s i , i s what we've c a l c u l a t e d . 

13 As I mentioned, the r e a l preference f o r DCP 

14 i s to operate t h i s as a dry w e l l , but as of r i g h t now, 

15 we don't see a -- we don't have l i n e d up another 

16 saltwater disposal o p t i o n . However, we are looking i n t o 

17 a few of them, and I can b r i e f the Commission on kind of 

18 where we are there. 

19 I f we use a safety f a c t o r t h a t we have 

20 t y p i c a l l y used of 100 percent of the actua l volume f o r 

21 the t r e a t e d a c i d gas, we would be looking at something 

22 i n the neighborhood of 4 m i l l i o n cubic f e e t a day of 

23 t r e a t e d acid gas and 600 b a r r e l s a day of wastewater. 

24 The wastewater i s f a i r l y easy t o p r e d i c t what t h a t 

25 amount i s going t o be because i t ' s a f a i r l y constant 
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1 production. I t varies seasonally, but, I mean, the 

2 average i s about 600 b a r r e l s a day. 

3 The radius of the infl u e n c e of the proposed 

4 w e l l w i t h t h a t combined i n j e c t i o n f l u i d was less than 

5 fo u r - t e n t h s of a mile. There i s no current or 

6 a n t i c i p a t e d production i n the i n j e c t i o n zone w i t h i n a 

7 mile of the s i t e . A c t u a l l y , i t 1 s probably w i t h i n about 

8 two miles of the s i t e . 

9 There are only three wells t h a t penetrate 

10 the i n j e c t i o n zone c u r r e n t l y , and those wells are -- two 

11 of them are located on the p l a n t i t s e l f . One i s the 

12 o r i g i n a l AGI #1. The other i s the saltwater i n j e c t i o n 

13 w e l l , the SWD #1, and the t h i r d i s -- approximately h a l f 

14 a mile n o r t h of the f a c i l i t y , there i s a commercial 

15 sa l t w a t e r disposal w e l l not i n the same r e s e r v o i r , and 

16 we'11 go i n t o some d e t a i l there. But I j u s t want t o 

17 make sure the Commission keeps i n t h e i r minds t h a t we1 re 

18 t a l k i n g about r e a l l y two d i f f e r e n t r e s e r v o i r s . 

19 The current AGI i s completed at a depth of 

20 approximately 11,200 f e e t i n t o the Devonian. And as 

21 Mr. Ortega, Russ, alluded t o , what i s happening -- the 

2 2 r e s e r v o i r , which i s not unusual f o r Devonian r e s e r v o i r s 

23 i n the Permian Basin, has got l i m i t e d p o r o s i t y and 

24 p e r m e a b i l i t y and also l i m i t e d areal extent. And so what 

25 we have seen i n the operation of t h a t w e l l over the l a s t 
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1 12 years i s t h a t the pressure i n the r e s e r v o i r i s 

2 gradually r i s i n g . And i t i s not r i s i n g d r a m a t i c a l l y , 

3 but i t i s gr a d u a l l y r i s i n g . And there are two issues 

4 t h a t come to play. 

5 One i s t h a t u l t i m a t e l y we believe -- and 

6 that ' s what Russ was r e f e r r i n g t o . We 1ve done an 

7 analysis of t h a t r e s e r v o i r , and at the current i n j e c t i o n 

8 r a t e , we f e e l l i k e t h a t r e s e r v o i r would probably be 

9 approaching the MAOP i n a period of about eight years. 

10 But there i s even a f u r t h e r issue w i t h t h a t , and t h a t i s 

11 t h a t the MAOP f o r the w e l l i s a c t u a l l y higher than what 

12 the p l a n t i s capable of producing i n terms of a surface 

13 pressure. Right? So they can't even -- even i f they 

14 wanted t o , they couldn't reach the MAOP wi t h the surface 

15 i n j e c t i o n f a c i l i t y , because being an 11,000-foot w e l l , 

16 i t ' s got a p r e t t y high MAOP. 

17 But i n any case, the desire i s t o have a 

18 w e l l t h a t can be used t o o f f - l o a d some of the volume 

19 t h a t i s i n j e c t i n g i n t o the #1 w e l l while s t i l l 

20 maintaining the #1 w e l l as a redundant w e l l . And so the 

21 idea i s to use the #2 w e l l as the primary w e l l , but 

"'22* s t i l l keep the #1 w e l l i n operating c o n d i t i o n and allow 

23 f o r t h i s important c a p a b i l i t y t o switch back and f o r t h . 

24 As I mentioned, there are only three wells 

25 t h a t penetrate the i n j e c t i o n zone w i t h i n the one-mile 
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1 area of review. And the one w e l l , the e x i s t i n g AGI #1, 

2 pr o t e c t s the current i n j e c t i o n zone w i t h a c t u a l l y two 

3 s t r i n g s of casing, because the intermediate casing and 

4 the production casing -- the intermediate casing f o r the 

5 AGI #1 extends below t h i s current i n j e c t i o n zone t h a t 

6 we're proposing, and, of course, the production s t r i n g 

7 does as w e l l . And i t ' s w e l l cemented throughout the 

8 e n t i r e i n j e c t i o n zone. 

9 The second w e l l which we are proposing t o 

10 plug i s the saltwater disposal w e l l . Now, the 

11 reason -- and t h i s i s to get back to Commissioner 

12 Balch's question, why would we plug the saltwa t e r w e l l . 

13 Well, the saltwater w e l l has been i n existence f o r 25 

14 years, 20 years at t h a t f a c i l i t y . I t i s a converted 

15 dry-hole deeper w e l l t h a t was plugged back up. And, 

16 f r a n k l y , the w e l l i s -- while I'm r e a l l y glad t h a t the 

17 w e l l i s there, because u n l i k e -- and the Commissioner 

18 w i l l appreciate t h i s . Unlike most of the a p p l i c a t i o n s 

19 t h a t we have had, w i t h the exception of one other one 

20 back about eight years ago, we never have had the 

21 o p p o r t u n i t y t o d i r e c t l y t e s t the r e s e r v o i r t h a t we 

22"' i n t e n d t o use f o r i n j e c t i o n p r i o r to d r i l l i n g the w e l l . 

23 So i n t h i s case, we a c t u a l l y took the op p o r t u n i t y t o run 

24 a step-rate and a long-term i n j e c t i o n t e s t w i t h the 

25 current s a l t w a t e r disposal w e l l t h a t gave us some p r e t t y 
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1 good r e l i a b i l i t y -- added r e l i a b i l i t y to our analysis of 

2 the r e s e r v o i r . 

3 However, the w e l l i t s e l f i s not i n the best 

4 shape. The w e l l i s p a r t i a l l y s i l t e d i n from where i t 

5 was plugged back, so a c t u a l l y even the e n t i r e zone t h a t 

6 we a n t i c i p a t e using f o r i n j e c t i o n was not a v a i l a b l e f o r 

7 t e s t i n g because the w e l l i s s i l t e d i n about 200 f e e t . 

8 And even so we s t i l l had very good r e s u l t s from t h a t 

9 l o c a t i o n . But the bottom l i n e i s th a t we f e e l t h a t t h a t 

10 w e l l , i f i t i s not plugged p r o p e r l y i n t h i s zone, could 

11 serve i t s e l f as a conduit f o r acid gas g e t t i n g out of 

12 zone. So we f e e l we have access t o i t t o e a s i l y plug i t 

13 and completely i s o l a t e t h a t zone, and tha t i s what our 

14 i n t e n t i s . 

15 And then the t h i r d w e l l , which i s about a 

16 h a l f mile n o r t h of the f a c i l i t y , again, outside the 

17 4 00 -- the 100 percent safety volume area of review. 

18 That w e l l i s a Morrow w e l l t h a t was nonproductive and 

19 was converted t o a Cisco s a l t w a t e r disposal w e l l . That 

20 w e l l , we have very good records on i t s completion, and 

21 i t i s completely cemented through the i n j e c t i o n zone and 

22 covered by intermediate casing as w e l l . So t h a t w e l l we 

23 have no concerns about. And one of the things -- one of 

24 the options t h a t we have looked at i s DCP using t h a t 

25 w e l l , which i s a commercial sal t w a t e r disposal w e l l , as 
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1 a mechanism f o r g e t t i n g r i d of t h e i r saltwater given 

2 t h a t t h e i r preference i s to have a dry i n j e c t i o n w e l l . 

3 However, there are two down sides t o t h a t . 

4 One i s t h a t they f e e l they can only take 4- to 500 

5 b a r r e l s a day i n t h a t w e l l , and, secondly, DCP doesn't 

6 c o n t r o l t h a t w e l l . So i f they r e l i e d on t h a t w e l l t o be 

7 able t o dispose of your saltwater, they may f i n d 

8 themselves i n a s i t u a t i o n of having t o t r u c k water, 

9 which i s very expensive and no one l i k e s t o do anyway. 

10 So we are i n the process and I believe i n 

11 terms of a preview of coming a t t r a c t i o n s , not f o r today, 

12 t h a t we have i d e n t i f i e d a zone r e l a t i v e l y nearby where 

13 we w i l l be p u t t i n g i n an a p p l i c a t i o n f o r a saltw a t e r 

14 disposal w e l l t h a t we f e e l i s consistent w i t h -- t h a t 

15 would not be the zone t h a t we're c u r r e n t l y proposing f o r 

16 AGI. And, again, i t ' s not because we f e e l there i s any 

17 problem w i t h p u t t i n g saltwater i n conjunction w i t h the 

18 AGI. We've got three permitted wells i n the s t a t e t h a t 

19 do t h a t and have done i t without a problem. But, again, 

20 my c l i e n t ' s preference, because they operate and w i l l , 

21 i f t h i s w e l l i s approved, u l t i m a t e l y have at l e a s t s i x 

22 'AGIs operating i n southeast New Mexico, a l l of the other 

23 f i v e being dry w e l l s , they would j u s t , f o r o p e r a t i o n a l 

24 s i m p l i c i t y and everything, l i k e t o keep t h i s as a dry 

25 w e l l as w e l l . 
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1 Q. Mr. Gutierrez, you mentioned one acronym. I ' d 

2 l i k e t o make sure i t ' s c l e a r f o r the record. You 

3 mentioned M-A-O-P. Would you j u s t s t a t e what you mean 

4 by that? 

5 A. Yes. That's the maximum allowable operating 

6 pressure, which i s e s s e n t i a l l y the c a l c u l a t e d pressure 

7 t h a t you're allowed t o use as a maximum surface pressure 

8 when you're doing i n j e c t i o n . 

9 So I t h i n k t h a t t h a t covers a l l of the 

10 discussion here. Let's go i n t o the d e t a i l s of the 

11 proposed w e l l . The new wel l ' s going t o be constructed 

12 i n Section 7, Township 18 South, Range 28 East. Y o u ' l l 

13 see i t i n a f i g u r e here. I t w i l l serve as the primary 

14 i n j e c t i o n w e l l . There are the general p i c t u r e s 

15 ( i n d i c a t i n g ) so th a t you see where the p l a n t i s . The 

16 p l a n t i s located approximately here ( i n d i c a t i n g ) , about 

17 15 miles or so southeast of the town of A r t e s i a . 

18 The e x i s t i n g Duke AGI #1 was d r i l l e d on the 

19 p l a n t s i t e . This w e l l was d r i l l e d i n 2002. I t was 

20 per m i t t e d i n t e r e s t i n g l y enough, i f you look back at 

21 the order f o r t h i s w e l l , i t was an SWD order. I t was 

22 ' before the Commission r e a l l y s t a r t e d p e r m i t t i n g these 

23 w e l l s . I t was done a d m i n i s t r a t i v e l y through the 

24 D i v i s i o n back i n 2002. 

25 The w e l l i s constructed b a s i c a l l y as a dry 

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



Page 42 

1 AGI w e l l t h a t i s constructed i n many ways very s i m i l a r 

2 t o the Linam #1 w e l l . I t i s a deep w e l l , 11,200 f e e t , 

3 approximately, i n t o the Devonian. And the new w e l l i s 

4 going to be located approximately 200 or 150 f e e t away 

5 from the current surface l o c a t i o n of the AGI #1, but 

6 a f t e r g e t t i n g to a k i c k - o f f p o i n t below a l l the l o c a l 

7 p o t e n t i a l l y productive zones, we w i l l deviate the w e l l 

8 o f f to the southeast -- and I ' l l show you on a map 

9 e x a c t l y what t h a t w i l l look l i k e -- to get to a b e t t e r 

10 p o r t i o n of t h i s r e s e r v o i r . 

11 There we go ( i n d i c a t i n g ) . Let me j u s t show 

12 you. This i s the p l a n t i t s e l f , obviously. This i s the 

13 current AGI #1. This w e l l , as I mentioned, i s 11,200 

14 f e e t deep, v e r t i c a l w e l l , i n t o the Devonian. The 

15 saltwater disposal w e l l t h a t the p l a n t c u r r e n t l y uses i s 

16 located r i g h t here ( i n d i c a t i n g ) . I t was o r i g i n a l l y a 

17 dry hole t h a t was plugged back and converted to a 

18 saltwater disposal w e l l p r i o r to when DCP even owned 

19 t h i s p l a n t . I t was done by the p r i o r owner of the 

20 p l a n t . 

21 And c u r r e n t l y our proposed surface l o c a t i o n 

22" f o r the new w e l l i s here ( i n d i c a t i n g ) . I t w i l l go down, 

23 as I mentioned, about 2,500 f e e t , and then kic k o f f t o 

24 wind up i n t h i s l o c a t i o n ( i n d i c a t i n g ) , bottom hole. 

25 Now, i n t e r e s t i n g l y enough, DCP owns t h i s 
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1 property, a c t u a l l y , a l i t t l e piece of property on the 

2 other side of t h i s w e l l . That's not why t h i s l o c a t i o n 

3 i s here. You'11 see the geologic reason f o r i t i n a 

4 moment. However, you know, one of the other things we 

5 thought about was, okay, we could take a p i p e l i n e and 

6 move the gas a l l the way across the p l a n t , because the 

7 e x i s t i n g compression f a c i l i t i e s are located up here 

8 ( i n d i c a t i n g ) , and then d r i l l a v e r t i c a l w e l l over here 

9 ( i n d i c a t i n g ) . However, there are two issues. One, we'd 

10 have t o cross t h i s road w i t h a high-pressure TAG l i n e , 

11 and, plus, we'd have a high-pressure TAG l i n e going a l l 

12 the way across the p l a n t , which from a safety 

13 perspective, i s not des i r a b l e t h i n g . So the idea i s we 

14 minimize -- i f we put the w e l l here ( i n d i c a t i n g ) , we 

15 minimize the a d d i t i o n a l run of high-pressure -- a l i n e 

16 from the e x i s t i n g l i n e , which i s here ( i n d i c a t i n g ) . We 

17 would T o f f and go i n t o the new w e l l here ( i n d i c a t i n g ) . 

18 And i t ' s j u s t much b e t t e r from an o p e r a t i o n a l 

19 perspective. However, the geology d i d n ' t want to 

20 cooperate and be as good r i g h t below us as i t i s to the 

21 east. 

22" The maximum a n t i c i p a t e d a c i d gas i n j e c t i o n 

23 ra te i s 2 m i l l i o n , as Russ mentioned. They are 

24 c u r r e n t l y i n j e c t i n g about a m i l l i o n and a h a l f , a 

25 m i l l i o n and th ree -qua r t e r s i n t o the e x i s t i n g w e l l , but 
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1 i f the pl a n t was operating at f u l l capacity and d i d n ' t 

2 have to c u r t a i l gas, then i t would process and generate 

3 approximately 2 m i l l i o n a day of acid gas. Again, the 

4 combined stream would be 2 m i l l i o n a day of acid gas and 

5 600 a day of wastewater. 

6 We i n j e c t e d f l u i d compositions, 

7 approximately 30/70 H2S to C02. I t i s higher than a l o t 

8 of the other DCP we l l s , which are approximately 15 

9 percent H2S and 85 percent C02, but, i n t e r e s t i n g l y 

10 enough, you know, i t ' s r e f l e c t i v e , as Commissioner Balch 

11 mentioned, of the increasing sourness of gas as you move 

12 to t h i s p a r t of the Permian Basin. As a matter of f a c t , 

13 the Agave Dagger Draw Metropolis w e l l , which i s also an 

14 AGI w e l l t h a t we permitted, i s running about 50 percent 

15 H2S,-50 percent C02. So as you move west i n tha t part 

16 of the Basin, the gas gets crappier, b a s i c a l l y , or more 

17 sour. 

18 The i n j e c t e d f l u i d c o m p a t i b i l i t y was 

19 determined by looking at the i n j e c t i o n experience and a 

20 nearby formation f l u i d a n a l y s i s . We don't foresee any 

21 issues there w i t h e i t h e r the wastewater or the TAG. 

2 2 A n d as I mentioned, i f we go TAG only, we 

23 would c a l c u l a t e a maximum operating pressure or maximum 

24 surface pressure using the NMOCD guidelines of about 

25 1,700 p s i . Again, t h a t w i l l depend exact l y on the f i n a l 
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1 depth of the p e r f o r a t i o n s , and roughly about 900 p s i i f 

2 we were, f o r example, i n j e c t i n g wastewater only i n t h a t 

3 w e l l . Because conceivably, i f you -- you know, at times 

4 when we are operating both wells or want t o s h i f t back 

5 t o an operation of the #1 w e l l p e r i o d i c a l l y i n order t o 

6 make sure t h a t i t ' s a v a i l a b l e and has no problems i n 

7 operating when we need t o switch t o i t , we could switch 

8 the acid gas t o the #1 w e l l and continue to i n j ect only 

9 wastewater i n t o the #2 w e l l . Again, t h a t ' s something 

10 we're hoping t o avoid, and I t h i n k we 111 be able t o , but 

11 at t h i s p o i n t we can't -- can't d e f i n i t i v e l y say we 

12 couldn't do t h a t . 

13 Q. Mr. Gutierrez, would you mind j u s t b r i e f l y 

14 e x p l a i n i n g why i t i s t h a t there are two d i f f e r e n t 

15 operating pressures f o r t r e a t e d a c i d gas -- wastewater? 

16 Explain how t h a t works. 

17 A. Sure. And by the way, t h a t ' s d e t a i l e d i n our 

18 a p p l i c a t i o n on pages, approximately, 6 through 8. 

19 But the simple answer i s tha t b rine has a 

20 density of s l i g h t l y greater than one. TAG has a 

21 d e n s i t y -- t h i s TAG has a density of probably about 7 --

22 .78 or so. So the lower the density of the i n j e c t e d 

23 f l u i d , the higher the surface pressure t o achieve the 

24 same bottom-hole pressure. And t h a t 1 s the concern t h a t 

25 the D i v i s i o n has w i t h any i n j e c t i o n w e l l , i s what i s 
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1 going t o be the bottom-hole pressure, because t h a t i s 

2 the pressure t h a t you're s u b j e c t i n g the r e s e r v o i r t o , 

3 and you want t o make sure you stay below the f r a c t u r e 

4 pressure f o r th a t r e s e r v o i r . 

5 So i f you i n j e c t f l u i d t h a t i s ei g h t - t e n t h s 

6 or .8 s p e c i f i c g r a v i t y versus f l u i d t hat's 1.05 s p e c i f i c 

7 g r a v i t y or 1.04 as you have much brine, then t h a t ' s 

8 where the d i f f e r e n c e l i e s . Because a c t u a l l y the f l u i d 

9 i t s e l f , i f i t ' s more dense, i t ' s heavier and th e r e f o r e 

10 creates a higher bottom-hole pressure w i t h a lower 

11 surface-hole pressure. 

12 Q. Thank you. 

13 A. So one of the things we d i d here, we had to do 

14 a few d i f f e r e n t scenarios t o c a l c u l a t e what the plume 

15 extent might be a f t e r about 30 years of operation. And 

16 you can see here -- and t h i s i s d e t a i l e d i n the 

17 a p p l i c a t i o n -- i f we're t a l k i n g wastewater only, i t 

18 would be about .19 miles over 30 years. TAG only, about 

19 .25 miles. The combined about .31. Now, t h i s i s a 

20 s i m p l i s t i c analysis because obviously the water and the 

21 TAG don't behave exactl y the same. But we believe t h a t 

22 ' i t i s -- i t i s accurate w i t h i n the context of the 

23 i n f o r m a t i o n t h a t we have on the r e s e r v o i r . 

24 We've also seen, by the way, i n our t e s t i n g 

2 5 of the r e s e r v o i r t h a t i t does the i n j e c t i o n -- the 
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1 bottom-hole pressure does drop f a i r l y -- and I don't 

2 remember r i g h t now o f f the top of my head what the 

3 values were, but the i n j e c t i o n pressure dropped o f f 

4 f a i r l y d r a m a t i c a l l y over a period of about f i v e days, 

5 demonstrating t h a t the r e s e r v o i r r e a l l y i s not 

6 s i g n i f i c a n t l y being pressured up by the current and 

7 long-term disposal t h a t has gone on of saltwater i n 

8 there. And we used a representative i r r e d u c i b l e water 

9 number f o r t h a t r e s e r v o i r t h a t i s representative of t h a t 

10 zone i n t h i s area. 

11 So these r a d i i are shown on the f o l l o w i n g 

12 two p i c t u r e s . This one i s f o r TAG only ( i n d i c a t i n g ) . 

13 So r e a l i s t i c a l l y , i n our p r e f e r r e d operating mode, where 

14 we would operate a dry w e l l , t h i s i s what you'd be 

15 looking at a f t e r 30 years. 

16 The darker purple l i n e , the smaller one, 

17 you can see -- by the way, they are centered on the 

18 bottom-hole l o c a t i o n , obviously, because th a t ' s where 

19 the i n j e c t i o n i s t a k i n g place r a t h e r than where the 

20 surface i s . And the smaller dark purple c i r c l e i s 2 

21 m i l l i o n cubic f e e t a day f o r 30 years, about a quarter 

22 " of a mile, i n r e s e r v o i r radius t h a t i s a f f e c t e d . 

23 I f you look at the l i g h t e r purple c i r c l e , 

24 t h a t i s w i t h 100 percent more volume so t h a t i t would be 

25 the 4-million-a-day number f o r t h a t r e s e r v o i r . 

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



Page 4 8 

1 And the black c i r c l e j u s t o u t l i n e s what the 

2 h a l f - m i l e distance i s from the e x i s t i n g bottom-hole 

3 l o c a t i o n . 

4 The next p i c t u r e i s a combination of TAG 

5 and wastewater. I t also shows what i t would be only f o r 

6 wastewater, although, you know, wastewater doesn 1t 

7 behave e x a c t l y the same as TAG. But i f we use t h a t same 

8 displacement model, we'd get t h i s green c i r c l e f o r 

9 wastewater only, the l i g h t blue c i r c l e f o r a combination 

10 of 2 m i l l i o n f e e t a day of TAG, plus 600 b a r r e l s a day 

11 of wastewater. 

12 The darker blue c i r c l e would be the 100 

13 percent safety f a c t o r c i r c l e . 

14 And, again, the black l i n e represents the 

15 two-mile I'm sorry the h a l f - m i l e radius. 

16 Okay. So we obviously d i d go to -- i n 

17 s p i t e of the f a c t t h a t we had less than a h a l f mile 

18 a f f e c t e d there, because, you know, we have the other AGI 

19 i n the area and also because of the f a c t t h a t i t i s a 

20 deviated hole. We wanted t o make sure we covered a l l of 

21 the p o t e n t i a l operators or surface owners, and so we 

22 went out a mile from t h a t zone and n o t i f i e d everybody. 

23 And I believe we have those r e c e i p t s here t o o f f e r as an 

'24 e x h i b i t . 

25 We d i d not receive any obj e c t i o n s t o DCP's 
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1 a p p l i c a t i o n . We had i n q u i r i e s from a v a r i e t y of f o l k s 

2 about t h e i r i n t e r e s t s and s t u f f , but we d i d n 1 t have any 

3 objections at a l l . 

4 The adjacent operators are obviously, I 

5 t h i n k , pleased w i t h the idea t h a t t h i s w i l l improve the 

6 r e l i a b i l i t y and the a b i l i t y f o r DCP to service them at 

7 t h e i r -- and have less i n t e r r u p t i o n s i n service. I t 

8 w i l l also allow f o r maybe increased throughput i n the 

9 area and increase the r o y a l t i e s t h a t u l t i m a t e l y get paid 

10 t o the s t a t e . 

11 Q. So, Mr. Gutierrez, on the -- on the n o t i c e 

12 p o i n t , the current r u l e requires h a l f mile -- no t i c e t o 

13 a l l a f f e c t e d p a r t i e s w i t h i n a h a l f - m i l e radius of the 

14 i n j e c t i o n s i t e ; i s that correct? 

15 A. • Well, t h a t ' s what the current r u l e s show. 

16 However, the p o l i c y has been t o t r y and notice people 

17 f o r one mi l e . The proposed r u l e s t h a t -- t h a t I 

18 understand the D i v i s i o n -- t h a t we have been working on 

19 f o r a couple of years and t h a t the D i v i s i o n intends t o 

20 b r i n g f o r t h have a process s i m i l a r t h a t I described f o r 

21 h a l f mile. 

22 Q. So the i n d i v i d u a l s t h a t you no t i ced - - l o o k i n g 

23 at E x h i b i t 3, which i s tab number three i n the e x h i b i t 

24 packet , i s t h i s a copy of the l e t t e r of n o t i c e t h a t went 

2 5 out to a l l those i n d i v i d u a l s w i t h i n a one-mile radius o f 
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1 the i n j ection? 

2 A. I don't have the e x h i b i t packet i n f r o n t of me. 

3 Q. Let me get one f o r you. 

4 A. Yes, t h a t i s c o r r e c t . There are a c t u a l l y two 

5 not i c e l e t t e r s t h a t went out. The o r i g i n a l one went out 

6 on A p r i l 17th and was followed -- and went out c e r t i f i e d 

7 mail t o a l l of the r e c i p i e n t s . And I was embarrassed 

8 t h a t there was a typographical e r r o r on the f i r s t n o t i c e 

9 l e t t e r , which said t h a t the l o c a t i o n of the f a c i l i t y was 

10 i n Lea County, not Eddy County, even though the 

11 township, range and section were c o r r e c t . So we sent a 

12 second l e t t e r out c o r r e c t i n g t h a t typo. 

13 Q. So the typo i s i n the f i r s t sentence of the 

14 f i r s t l e t t e r ? 

15 A. That's c o r r e c t . I t says "at t h e i r A r t e s i a 

16 Plant i n Lea County, New Mexico," and then i t goes on t o 

17 give the current surface, township and range, but i t ' s 

18 Eddy County, not Lea County. 

19 Q. So f o l l o w i n g t h a t f i r s t sample l e t t e r i s a copy 

20 of a l l the c e r t i f i e d mail r e c e i p t s i n d i c a t i n g a l l the 

21 a f f e c t e d p a r t i e s who received -- who were sent n o t i c e ; 

22' ' i s t h a t correct? 

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

24 Q. Then f o l l o w i n g t h a t there i s a number of pages 

25 t h a t include a l l those r e c e i p t s , and the second l e t t e r 
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1 t h a t was sent out c o r r e c t i n g the county? 

2 A. That i s c o r r e c t . And i t i s the same -- the 

3 same, exact l e t t e r . I t j u s t corrected the county and 

4 said why i t was being sent out. And, again, what we 

5 sent out w i t h the n o t i c e t o a l l of the people who are 

6 noticed was the summary the a p p l i c a t i o n form i t s e l f , 

7 and then i t st a t e d t h a t i f any pa r t y wanted a copy of 

8 the complete C-108, t h a t we would make t h a t a v a i l a b l e . 

9 And we had requests from probably about -- I'd say f i v e 

10 or s i x d i f f e r e n t people t h a t we noticed, t o send them a 

11 complete a p p l i c a t i o n , and we d i d t h a t . 

12 Q. And f o l l o w i n g t h a t second l e t t e r t h a t went out 

13 i s a copy of a l l the c e r t i f i e d r e c e i p t s i n d i c a t i n g t h a t 

14 notice was sent by c e r t i f i e d mail t o those i n d i v i d u a l s a 

15 second time? 

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

17 Q. Thank you. 

18 A. Yeah. And the second l e t t e r i s dated A p r i l 

19 29th. I t was about 12 days a f t e r the f i r s t l e t t e r went 

20 out. 

21 So I know t h a t we have gone over t h i s a 

22' number o f t imes , but I ' d j u s t l i k e to r e i t e r a t e what i s 

23 i t t h a t we look f o r when we ' re l o o k i n g f o r an AGI 

24 r e s e r v o i r . 

25 W e l l , one, we look f o r a geo log ic seal t h a t 
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1 can permanently contain the i n j e c t e d f l u i d s . We want t o 

2 make sure i t ' s i s o l a t e d from f r e s h groundwater. We want 

3 t o make sure i t has no e f f e c t on e x i s t i n g or p o t e n t i a l 

4 production, which i s very important. And we want t o 

5 make sure t h a t i t i s l a t e r a l l y extensive, permeable and 

6 good p o r o s i t y . Those are some of the features r i g h t 

7 there t h a t the Devonian Reservoir doesn't have t h a t t h i s 

8 r e s e r v o i r does. We want to have excess capacity 

9 a v a i l a b l e , obviously f o r i n j e c t e d volumes, because i t 

10 j u s t w i l l reduce the o v e r a l l extent of the plume, and we 

11 need a compatible f l u i d chemistry. 

12 So the proposed zone t h a t we're lookin g at 

13 meets a l l of those c r i t e r i a , and I'11 show you t h a t i n 

14 j u s t a moment. 

15 So to look at what are the wells i n the 

16 area, we looked w i t h i n a one-mile radius and then a 

17 h a l f - m i l e radius of the bottom-hole l o c a t i o n . There are 

18 25 current w e l l s and one permitted and not, as of yet, 

19 d r i l l e d w e l l t h a t were i d e n t i f i e d w i t h i n the h a l f mile 

20 of the proposed AGI l o c a t i o n . That includes nine a c t i v e 

21 o i l and gas we l l s and si x a c t i v e i n j e c t i o n w e l l s , which 

22"" would include both the Duke AGI #1 and the DCP SWD #1 

23 and ten we l l s t h a t are plugged and abandoned. 

24 Now,-there are a l o t of wells i n t h i s area, 

25 but they're very shallow, mainly. So i n t h i s h a l f - m i l e 
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1 area, there are only three wells t h a t penetrate the 

2 i n j e c t i o n zone. A l l the r e s t of those wells are above 

3 the i n j e c t i o n zone -- or a c t u a l l y above the caprock of 

4 the i n j e c t i o n zone. These three wells are the Duke AGI 

5 #1, the DCP saltwater w e l l and the State CG #1, which i s 

6 the Ray Westall commercial saltwater w e l l t h a t i s 

7 located approximately h a l f mile north of there. 

8 There are no wells t h a t are completed or 

9 producing from the proposed i n j e c t i o n zone i n the area. 

10 As I mentioned, we know f o r a f a c t there are none w i t h i n 

11 a mile, but from looki n g at the general area even 

12 f u r t h e r out, we don't see any productive wells i n t h a t 

13 area even beyond a mile t o two miles at l e a s t . 

14 A review of the completion reports i n d i c a t e 

15 that- the i n j e c t i o n zone i s properly i s o l a t e d by a l l of 

16 these w e l l s w i t h the exception of the saltw a t e r disposal 

17 w e l l , which we inte n d t o plug. 

18 This ( i n d i c a t i n g ) gives you a quick 

19 overview of the production i n the area. You can see 

20 t h a t the m a j o r i t y of the production i s , f r a n k l y , 

21 marginal Seven Rivers-Queen production, very shallow 

22 ' production. As a matter of f a c t , t h i s i s one of the 

23 things t h a t we've been looking at as a p o t e n t i a l f o r 

24 some of the sands i n the Seven Rivers and the Queen, the 

25 premier sand, which we are looking at as a p o t e n t i a l 
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1 saltwater disposal zone. 

2 I n t h i s area, there are only three w e l l s 

3 t h a t are s t i l l producing from t h a t zone, and, f r a n k l y --

4 to give you an example j u s t o f f the top of my head, from 

5 what I r e c a l l , one of those has produced 18 b a r r e l s of 

6 o i l i n the l a s t 2 0 years. Another one has produced 

7 about 500 b a r r e l s of o i l i n the l a s t 20 years, and the 

8 one t h a t ' s produced the most has produced about 18,000 

9 b a r r e l s of o i l — i t ' s a l i t t l e f u r t h e r — i n the l a s t 

10 25 years. And l a s t year, i t produced a t o t a l of about 

11 300 b a r r e l s . So, f r a n k l y , we t h i n k t h a t there i s some 

12 p o s s i b i l i t y f o r saltwater i n j e c t i o n there, and t h a t ' s 

13 one of the things t h a t we're looking at i n t h a t area as 

14 a possible a l t e r n a t i v e . 

15 But to get back t o the AGI, as you can see, 

16 you can see where our proposed downhole l o c a t i o n i s , and 

17 the bulk of the a c t i v e the we l l s i n t h i s area are 

18 producing from the Morrow i n the area. That's r e a l l y 

19 where the production i s . There i s some Grayburg 

20 s l i g h t Grayburg production, but t h a t ' s p e t e r i n g out as 

21 w e l l . 

22' " These are the on ly three we l l s t h a t are 

23 p e n e t r a t i n g the i n j e c t i o n zone i n the area ( i n d i c a t i n g ) . 

24 There i s the State CO [ s i c ] #1 , which i s a Cisco 

25 s a l twa te r i n j e c t i o n w e l l . There i s the A r t e s i a 
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1 saltw a t e r disposal w e l l , which i s a Lower San 

2 Andres-Glorieta-Yeso w e l l , and there i s the Duke AGI #1, 

3 which i s a Devonian acid gas i n j e c t i o n w e l l . 

4 As I mentioned, a l l the wells t h a t 

5 penetrate the i n j e c t i o n zone e f f e c t i v e l y i s o l a t e t h a t 

6 zone w i t h the exception of the SWD #1, which w i l l 

7 e f f e c t i v e l y i s o l a t e t h a t zone once i t ' s plugged and 

8 abandoned pr o p e r l y . The Duke AGI #1 has surface --

9 a c t u a l l y , surface of intermediate and production s t r i n g s 

10 a l l cemented t o the surface, and they completely i s o l a t e 

11 the i n j e c t i o n zone. As a matter of f a c t , the i n j e c t i o n 

12 zone t h a t we're proposing i s i s o l a t e d by not only the 

13 production casing and cement, but the production casing, 

14 cement and the intermediate casing and cement i n the 

15 Duke AGI #1. 

16 The CG #1 also has surface and intermediate 

17 s t r i n g s t h a t are cemented t o the surface, and the 

18 production s t r i n g i s cemented to w i t h i n 600 fee t of the 

19 surface, w e l l w i t h i n the intermediate s t r i n g t h a t also 

20 completely i s o l a t e s the proposed i n j e c t i o n zone. 

21 By the way, those w e l l records were 

22 ' ' provided also as p a r t of the C-108. 

23 CHAIRPERSON BAILEY: Before we get i n t o the 

2 4 geology, why do n r t we take a ten-minute break? 

25 THE WITNESS: Excellent. 
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1 MR. RANKIN: I'm sure our court r e p o r t e r 

2 can appreciate t h a t . 

3 CHAIRPERSON BAILEY: Be back here by 10:30. 

4 (Break taken, 10:22 a.m. to 10:34 a.m.) 

5 CHAIRPERSON BAILEY: Back on the record. 

6 Mr. Gutierrez, I t h i n k you were about t o 

7 t a l k about s t r a t i g r a p h y . 

8 A. I was. 

9 The proposed w e l l i s located on the 

10 northwest s h e l f of the Permian Basin. And the San 

11 Andres, G l o r i e t a and Yeso are porous marine carbonates, 

12 and they do have some d e t r i t a l carbonates, and they're 

13 contained above and below by some low-permeability 

14 s i l t s t o n e s and shales. 

15 So j u s t t o give you j u s t a p i c t u r e 

16 s t r u c t u r a l l y where we are, we're located j u s t o f f --

17 j u s t o f f the edge of the northwest shelf, onto the 

18 s h e l f . And th a t ' s the reason why -- as I mentioned, 

19 y o u ' l l see from the s t r a t i g r a p h y of the w e l l s , t h a t 

20 there i s r e a l l y no I mean, I said t h a t there was no 

21 shallow f r e s h groundwater. I t ' s not ex a c t l y r i g h t . 

22 ' There i s some a l l u v i a l groundwater, but i t so happens 

23 t h a t the alluvium, which i s about 20 to 30 f e e t t h i c k i n 

24 t h i s area, o v e r l i e s the Salado Formation d i r e c t l y . So 

25 the Dockum Group i s gone here. I t ' s been eroded away. 
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1 So b a s i c a l l y i t goes s t r a i g h t from alluvium i n t o , 

2 e s s e n t i a l l y , b r i n y -- a zone t h a t has brine water i n i t . 

3 You get an idea of the northwest s h e l f 

4 here. This i s the Salado Formation, as I mentioned, 

5 which i s what i s at the surface or under 20 fee t or so 

6 of alluvium, u n d e r l a i n by the A r t e s i a Group, which i s 

7 the zone t h a t has t r a d i t i o n a l l y had some production i n 

8 t h i s area. P r i m a r i l y t h a t production has been i n the --

9 i n the Queen and the Grayburg, w i t h some production i n 

10 the Seven Rivers. Very shallow i n t h i s area. 

11 ' Then the upper p o r t i o n i n t h i s area of the 

12 San Andres i s very t i g h t a n h y d r i t i c dolomites, and then 

13 we have some more porous and permeable carbonates t h a t 

14 c o n s t i t u t e the San Andres through the top of the Yeso. 

15 And then back i n the Yeso, between t h a t and the Bone 

16 Spring, we have another zone of very a n h y d r i t i c m a t e r i a l 

17 t h a t i s very low per m e a b i l i t y . 

18 And so here t h i s i s a geophysical l o g 

19 and c h a r a c t e r i z a t i o n , a s t r a t i g r a p h y f o r the salt w a t e r 

20 w e l l on the s i t e t h a t DCP uses as a saltwater w e l l . You 

21 see tha t the w e l l i s per f o r a t e d i n a number of zones 

22 ' w i t h i n t h i s i n t e r v a l , which i s the i n t e r v a l t h a t we're 

23 lookin g at f o r acid gas i n j e c t i o n , which i s o v e r l a i n by 

24 t h i s about -- almost 1,000 fee t of a n h y d r i t i c dolomite 

25 and d o l o m i t i c limestone t h a t i s very -- r e l a t i v e l y 
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1 impermeable. You ' l l see t h a t on another log i n j u s t a 

2 moment. And then we have the Upper San Andres and the 

3 Grayburg. We've had a l i t t l e b i t of production, not 

4 w i t h i n two miles of here i n the San Andres, but we do 

5 have -- we have some o l d Grayburg wells t h a t have played 

6 out t h a t were producing from t h i s area here and also 

7 from t h i s area i n the Queen ( i n d i c a t i n g ) . Most of the 

8 production i n t h i s area has been i n the T a n s i l l - Y a t e s . 

9 I t ' s very o l d production i n terms of shallow production. 

10 And then we do have some deeper Morrow and Cisco 

11 production way below the zones th a t we're lookin g a t . 

12 The AGI #2 w i l l be d r i l l e d approximately 

13 the same surface l o c a t i o n as the #1, but i t w i l l be i n a 

14 d i f f e r e n t i n j e c t i o n zone, as we mentioned. The deviated 

15 borehole w i l l also expose more of the p o r o s i t y s e c t i o n 

16 t o the wellbore than we would have w i t h a v e r t i c a l w e l l , 

17 although, you know, based on the t e s t i n g t h a t we d i d of 

18 the e x i s t i n g saltwater w e l l , t h a t l o c a t i o n would be f i n e 

19 as w e l l . But i f y o u ' l l look at the next two s l i d e s , you 

20 can get a p r e t t y good idea of what I was t a l k i n g about 

21 i n terms of the s t r a t i g r a p h y . 

22 Here we ' re looking at k i c k i n g o f f from 

23 about 2,700 f e e t , and then going o f f at approximately a 

2 4 4 2-degree angle to go to the t a r g e t i n j e c t i o n zones, 

25 which i s from t h i s number one marker i n the very lowest 
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1 p o r t i o n of the San Andres through the upper p o r t i o n of 

2 the Yeso Formation, p r i m a r i l y i n the G l o r i e t a . 

3 And then you can see these dark brown zones 

4 { i n d i c a t i n g ) are r e l a t i v e l y impermeable and very 

5 low-porosity rock t h a t i s above and below the proposed 

6 i n j e c t i o n zone. 

7 Now, when you look at the average net 

8 p o r o s i t y of the i n j e c t i o n zone, t h i s explains why we 

9 want t o go to the southeast. Based on our mapping, what 

10 we see i s t h a t the best p o r o s i t y , the t h i c k e s t net 

11 p o r o s i t y l i e s i n t h i s area e s s e n t i a l l y to the southeast 

12 of where we're located ( i n d i c a t i n g ) . The p l a n t i s 

13 located approximately here ( i n d i c a t i n g ) . You can see 

14 r i g h t now t h i s i n j e c t i o n w e l l t h a t I've got my arrow on 

15 here ( i n d i c a t i n g ) i s the current saltwater i n j e c t i o n 

16 w e l l . That's the one we tes t e d . And as you can see, 

17 even though the p o r o s i t y i s less i n th a t w e l l than i t i s 

18 i n t h i s d i r e c t i o n , even t h a t w e l l was s t i l l able t o 

19 s u b s t a n t i a l l y take f l u i d at reasonable pressures at much 

20 greater rates than the r a t e t h a t we would be i n j e c t i n g 

21 i n t o i n t h i s zone. 

22 For example, when you look at the combined 

23 i n j e c t i o n r a t e , i f we had to use i t as a wet w e l l , we 

24 would be loo k i n g at somewhere i n the neighborhood of 

25 about a b a r r e l and a h a l f a minute of i n j e c t e d f l u i d , 
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1 both wastewater and TAG combined. We took t h i s w e l l i n 

2 the step-rate t e s t up t o seven b a r r e l s a minute, and we 

3 s t i l l hadn't broken over on the curve. And we're s t i l l 

4 at r e l a t i v e l y low surface pressure. 

5 So even i n the not e x c e l l e n t p a r t of t h i s 

6 zone, we had some p r e t t y good response i n the r e s e r v o i r . 

7 But we t h i n k i f we go i n t o t h i s area, we are f u r t h e r 

8 l i m i t i n g the extent of the plume and p r o v i d i n g a b e t t e r 

9 i n j e c t i o n zone. 

10 Q. (BY MR. RANKIN) Mr. Gutierrez, would you mind 

11 e x p l a i n i n g what you mean by breaking over on the curve? 

12 A. Yes. I'm sorry. 

13 When you do a step-rate t e s t , one of the 

14 goals of the step-rate t e s t i s to not only i d e n t i f y what 

15 amount and what the pressure i s to i n j e c t d i f f e r e n t 

16 volumes of f l u i d , but you do a step-rate t e s t t o 

17 i d e n t i f y what the f r a c t u r e pressure i s f o r the i n j e c t i o n 

18 zone i t s e l f . And th a t ' s t y p i c a l l y c a l l e d the break-over 

19 p o i n t when you 1 re p l o t t i n g the r e s u l t s of a step-rate 

20 t e s t . 

21 So l e t ' s t a l k a l i t t l e b i t about the 

22 "" general design o f t h i s AGI system. As we a l l know, over 

23 the l a s t 12, 15 years, we've made improvements i n how we 

2 4 design these w e l l s , and, o f course, we1 re going to 

25 incorpora te those improvements i n the design o f t h i s 
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1 w e l l . 

2 As w i t h a l l of the AGIs we have, the 

3 surface compressors and l i n e s are protected w i t h 

4 automatic safety valves to prevent overpressuring and to 

5 i s o l a t e the TAG l i n e s i n terms of any p o t e n t i a l leaks 

6 t h a t occur on the surface. 

8 subsurface s a f e t y valve and a permanent packer t h a t i s 

9 corrosive r e s i s t a n t and t h a t i s capable of handling an 

10 i n j e c t i o n stream of TAG only or TAG wastewater mix. The 

11 d i f f e r e n c e there being simply t h a t the metallurgy t h a t 

12 we w i l l use i n those w i l l be a stouter, higher 

13 n i c k e l - c o n t e n t metallurgy so t h a t i t would be 

14 e s s e n t i a l l y l i k e you would design a wet AGI w e l l . 

-15 Because i f we're asking the o p p o r t u n i t y to do both, we 

16 want to make sure t h a t the m a t e r i a l s are consistent w i t h 

17 t h a t approach. So we've designed i t e s s e n t i a l l y as a 

18 wet AGI w e l l , which i s o v e r k i l l f o r a dry AGI, so to 

19 speak. 

20 Fresh water w i l l be protected by a surface 

21 casing, what l i t t l e of i t there i s i n the area, w i t h the 

22 1 surface casing extending to about 500 f e e t , even though 

23 the depth -- maximum depth of f r e s h water i n the area i s 

24 about 60 f e e t . Then also approximately 250 f e e t of 

25 SM2535, which i s a Sumitomo m a t e r i a l -- but i t ' s e i t h e r 

7 The w e l l w i l l i nc lude an automatic 
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1 t h a t or the equivalent of i t i n terms of i t s corrosion 

2 resistance — w i l l be i n s t a l l e d between about 3,400 and 

3 3,650, approximately, and t h a t ' s where we intend t o set 

4 the casing -- set the packer and the packer seat. 

5 The e n t i r e production tubing s t r i n g w i l l be 

6 l i n e d w i t h f i b e r g l a s s t o prevent corrosion i n the event 

7 t h a t we use i t as a wet w e l l , and the annulus -- and 

8 t h i s i s one t h i n g t h a t might be d i f f e r e n t . I f we are 

9 able to f i n d a saltwater disposal zone t h a t we can 

10 permit e f f e c t i v e l y and can access p r i o r t o when we d r i l l 

11 t h i s w e l l , which i s our i n t e n t , then we might come back 

12 to the Commission and j u s t say, Look, we'd l i k e t o use a 

13 d i f f e r e n t annular f l u i d . Because i n a dry w e l l , we 

14 would p r e f e r t o use d i e s e l t h a t i s corrosion i n h i b i t e d 

15 and biocide laced. 

16 But i f we're doing a wet w e l l , we would use 

17 an acquiesce packer f l u i d t h a t would also be corrosion 

18 i n h i b i t e d and biocide laced, but we wouldn't be using 

19 the d i e s e l i n there. And t h a t ' s the standard design f o r 

20 a wet AGI w e l l l i k e what we have at I s t i l l c a l l i t 

21 Southern Union, but i t ' s Regency - J a l Plant and the 

22 Targa - Monument F a c i l i t y and the Targa - Eunice 

23 F a c i l i t y . 

24 The a n n u l a r i n j e c t i o n t u b i n g p r e s s u r e s w i l l 

25 be c o n t i n u o u s l y m o n i t o r e d and r e c o r d e d b o t h a t t h e 
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1 surface and at the bottom hole, which i s what we are 

2 i n c o r p o r a t i n g i n the current design. You can see the 

3 general design of the w e l l . 

4 Now, there i s one other t h i n g t h a t we have 

5 incorporated i n a number of these wells which has not 

6 been necessary. However, i n t h i s w e l l , i t might be 

7 necessary, and t h a t i s the use of a downhole choke. And 

8 the reason i s because we want to make sure at t h i s --

9 while the r e s e r v o i r conditions c l e a r l y w i l l maintain the 

10 TAG i n a s u p e r - c r i t i c a l s t a t e , we want to make sure t h a t 

11 we don't have t h a t TAG going out of the s u p e r - c r i t i c a l 

12 or l i q u i d s t a t e when i t i s flowing down the tubing 

13 i t s e l f , i f i t ' s a dry w e l l . I mean, i f i t ' s a wet w e l l , 

14 i t ' s less of an issue. But i f i t ' s a dry w e l l , we want 

15 t o do t h a t . And the r e s e r v o i r i s so good t h a t we may 

16 need t h a t check valve i n the bottom of the w e l l j u s t t o 

17 maintain the pressure i n s i d e the tubing t o allow the 

18 phase -- to not allow a phase change to occur as the 

19 f l u i d s flows down the t u b i n g . 

20 The r e s t of the design i s f a i r l y s i m i l a r t o 

21 a l l of the other AGIs t h a t we have permitted p r e v i o u s l y . 

22 I mean, again, i n a l l of them, we have the a b i l i t y t o 

23 put t h i s check valve. We u s u a l l y don't have a need f o r 

24 i t . 

25 Q. Mr. G u t i e r r e z , on t h i s de s ign t h a t 1 s p roposed 
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1 i n the C-108, i s there anything t h a t would change i f DCP 

2 i s able t o f i n d a source -- an avenue to dispose of i t s 

3 saltwater and i f DCP goes forward w i t h a dry gas 

4 i n j e c t i o n well? I s there anything t h a t DCP would change 

5 i n t h i s design? 

6 A. Like I said, the annular f l u i d . We may decide 

7 th a t we don't want t o use l i n e t u bing as w e l l when we 

8 use a -- we're s t i l l going t o use a c o r r o s i o n - r e s i s t a n t 

9 tubing section immediately above the packer t o address 

10 any corrosion from the outside, but we may not l i n e the 

11 e n t i r e s t r i n g w i t h f i b e r g l a s s . But we would come back 

12 and advise the Commission. We may do i t anyway j u s t f o r 

13 added p r o t e c t i o n of the tubing s t r i n g . 

14 This i s j u s t a schematic t h a t would show 

15 you kind- of what the system o v e r a l l f o r the two we l l s 

16 would look l i k e ( i n d i c a t i n g ) . As I mentioned, we would 

17 be coming o f f of the pipe, the high-pressure TAG l i n e , 

18 before going i n t o the f i r s t w e l l , t a k i n g i t over t o --

19 i n the event t h a t we have a dry w e l l , i t would j u s t go 

20 over t o the other w e l l d i r e c t l y . I n the event t h a t i t ' s 

21 a wet w e l l , i t would go to a mixing chamber where we 

22" blend the wastewater i n the TAG p r i o r t o i n j e c t i n g i t 

23 i n t o the second w e l l . So t h i s i s j u s t a schematic t o 

24 show how t h a t would operate. 

25 Now, because of — you know, the preference 
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1 i s to have a dry w e l l , but e i t h e r way i n t h i s operation, 

2 we would have to have an a b i l i t y t o shunt o f f t h i s l i n e 

3 ( i n d i c a t i n g ) i f we wanted t o be able t o go back and 

4 f o r t h from the dry t o the wet and make sure t h a t the 

5 water d i d not get i n t o the #1 w e l l . 

6 Now l e t ' s t a l k a l i t t l e b i t about the 

7 casing s t r i n g . A l l of the casing s t r i n g s w i l l be 

8 cemented t o the surface, the surface casing, the 

9 intermediate and the production s t r i n g , and we w i l l 

10 v e r i f y t h a t w i t h c i r c u m f e r e n t i a l cement bond logs t h a t 

11 would be provided to the D i v i s i o n . The deviated 

12 production s t r i n g w i l l be cemented through the c r i t i c a l 

13 caprock area and the i n j e c t i o n zone w i t h c o r r o s i o n -

14 r e s i s t a n t cement. Now, we say "CorrosaCem or 

15 equivalent." That's j u s t a tradename t h a t H a l l i b u r t o n 

16 has. Schlumberger has one c a l l e d EverCRETE, and I t h i n k 

17 BakerHughes has another one t h a t I can't remember the 

18 name of. But e s s e n t i a l l y , we w i l l use c o r r o s i o n -

19 r e s i s t a n t cement f o r t h a t i n t e r v a l i n the production 

20 s t r i n g . 

21 Also, i n the deviated i n t e r v a l -- we t a l k e d 

22" ' about t h i s when we d i d the Zia p e r m i t t i n g -- we w i l l use 

23 a d d i t i o n a l c e n t r a l i z e r s t o make sure t h a t the casing i s 

2 4 centered i n the borehole and t h a t we get a good cement 

25 job around the casing. 

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



Page 66 

1 The s l i d e here t h a t looks at groundwater 

2 conditions i n the area of review, I t h i n k we've gone 

3 over t h a t enough already, but j u s t t o l e t you know, we 

4 went through the same process we always go through 

5 t r y i n g t o i d e n t i f y w e l l s . There were only two we l l s 

6 t h a t were i d e n t i f i e d w i t h i n the one-mile area, water 

7 w e l l s . And as best we can t e l l -- these w e l l s are 

8 c a l l e d the East and West Windmill, a c t u a l l y , on the 

9 State Engineer 1s database. But as f a r as we can t e l l , 

10 t h i s may be -- one of these wells or maybe even both of 

11 them may have been d r i l l e d o r i g i n a l l y as monitor w e l l s 

12 i n the shallow alluvium because P h i l l i p s Petroleum had a 

13 surface impoundment there at some p o i n t i n the past. 

14 And so as I mentioned, there i s very l i t t l e f r e s h water 

15 there.• -These wells are very shallow, less than 60 fe e t 

16 deep. 

17 There are no other known water w e l l s w i t h i n 

18 a h a l f mile of the AGI #2. And, you know, the Dockum 

19 Group, as I mentioned, i s absent i n t h i s area, so you 

20 j u s t don't have any fresh water below the al l u v i u m . 

21 This i s where the two Windmills are located 

22*"' " ( i n d i c a t i n g ) . They're j u s t o f f the west side of the 

23 f a c i l i t y . That's why we t h i n k t h i s one may have been a 

24 monitor w e l l ( i n d i c a t i n g ) . You can kind of see where 

25 the o u t l i n e of the o l d impoundment was. And t h i s w e l l 
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1 ( i n d i c a t i n g ) , I'm not ex a c t l y sure what i t s purpose was, 

2 but they've been there f o r a long time. They don't 

3 r e a l l y e x i s t w i t h any surface f a c i l i t i e s anymore. 

4 They're not used at a l l . 

5 So l e t ' s summarize. What are the geologic 

6 f a c t o r s t h a t ensure the i n t e g r i t y of the proposed well? 

7 Well, we've done a p r e t t y d e t a i l e d review, and we have 

8 found no f a u l t s or s t r u c t u r a l pathways t h a t could 

9 provide an avenue f o r acid gas to r e l i e v e the i n j e c t i o n 

10 zones. We have good caprock above and below the 

11 i n j e c t i o n zone. The i n j e c t i o n zone i s v e r t i c a l l y and 

12 h o r i z o n t a l l y i s o l a t e d from adjacent production. I 

13 mentioned t h a t there i s no production i n t h a t area f o r 

14 at l e a s t a couple of miles i n t h a t zone. 

15 The t h i n a l l u v i u m i s i s o l a t e d by 

16 a c t u a l l y , the conductor casing w i l l take you a l l the way 

17 through i t and then furthermore by the surface casing i n 

18 the intermediate. So we don't have any problem 

19 p r o t e c t i n g t h a t a l l u v i a l water where i t e x i s t s . 

20 And then the proposed i n j e c t i o n pressure i s 

21 w e l l below the f r a c t u r e pressure of the r e s e r v o i r , and 

22 we know th a t not only from our s t r a i g h t - u p c a l c u l a t i o n s 

23 using the guidelines of the D i v i s i o n but also from 

24 conducting a step-rate t e s t of t h a t w e l l . 

25 And lo g analyses demonstrate t h a t we're 
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1 dealing w i t h a closed system. 

2 So i n summary, what we're asking f o r the 

3 Commission t o approve today i s an a b i l i t y to d r i l l , t e s t 

4 and complete the AGI #2, as we have s p e c i f i e d i n the 

5 C-108 a p p l i c a t i o n and as would be f u r t h e r s p e c i f i e d 

6 based on whether i t winds up a c t u a l l y being a dry or a 

7 wet AGI w e l l , and t h a t we would request permission t o 

8 i n j e c t acid gas at approximately 2 m i l l i o n cubic f e e t a 

9 day or a TAG wastewater mix of 2 m i l l i o n cubic f e e t a 

10 day and about 600 b a r r e l s a day of wastewater. We would 

11 be at a maximum operating surface pressures of 1,700, 

12 roughly -- 1,704 i s the actua l c a l c u l a t i o n -- f o r TAG 

13 only and then as low as 916 f o r wastewater. 

14 Q. Mr. Gutierrez, one t h i n g I neglected t o ask you 

15 about when you were t a l k i n g about the n o t i c e p r o v i s i o n s , 

16 would you mind reviewing f o r the Commission what your 

17 process was f o r i d e n t i f y i n g the a f f e c t e d p a r t i e s ; how 

18 you d i d that? 

19 A. Yes. As we normally do, we r e t a i n e d a land 

20 company -- i n t h i s case i t was MDF i n Roswell -- to go 

21 t o the courthouse and go to the State Land O f f i c e and go 

22' t o the BLM and i d e n t i f y f i r s t , i t ' s a cascading 

23 n o t i c e . So we i d e n t i f y , f i r s t , a l l the operators, and 

24 then i n the event t h a t there i s not an operator, we 

25 i d e n t i f y the lease -- mineral leaseholders. And i n the 
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1 event there are any unleased mineral i n t e r e s t s , we 

2 i d e n t i f y those through t h a t process, and tha t ' s what we 

3 use as a database t o n o t i f y those p a r t i e s . 

4 Q. So at the time the a p p l i c a t i o n was f i l e d , the 

5 notice was provided t o those i n d i v i d u a l s who had 

6 i n t e r e s t of record at t h a t time; i s t h a t correct? 

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

8 Q. Now, switching gears t o the Divisi o n ' s proposed 

9 conditions, you 1ve had a chance t o review those i n the 

10 pre-hearing statement submitted by the Division? 

11 A. I have. 

12 Q. And i t ' s your understanding t h a t we've reached 

13 agreement on a l l of those conditions w i t h some 

14 m o d i f i c a t i o n s of those conditions? 

15 A-. Yes, th a t ' s my understanding. 

16 Q. And i n p a r t i c u l a r , j u s t going through them, 

17 j u s t to be cle a r , on c o n d i t i o n number two, i n which the 

18 D i v i s i o n asks f o r a step-rate t e s t on the w e l l p r i o r t o 

19 commencing i n j e c t i o n , i s i t your understanding t h a t the 

20 D i v i s i o n i s okay w i t h DCP using a br i n e to conduct t h a t 

21 step-rate t e s t ? 

22' "' A. Yes. I mean, when I looked at the proposed 

23 c o n d i t i o n , I assumed t h a t t h a t was what the D i v i s i o n 

24 wanted, because -- I mean, we never have done step-rate 

25 t e s t s w i t h TAG. We wouldn't do t h a t . But yes, i t ' s our 
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1 i n t e n t t o do i t . We've already done one, a c t u a l l y , from 

2 the o l d w e l l . But i t ' s our normal p r a c t i c e , a f t e r we 

3 d r i l l any AGI, t o do a step-rate t e s t and to look at the 

4 i n j e c t i v i t y . So we would d e f i n i t e l y do t h a t , and i t 

5 would help us to r e f i n e those MAOP values. 

6 Q. So i f the step-rate t e s t showed something 

7 d i f f e r e n t , t h a t would be the -- the MAOP th a t would be 

8 employed i n t h i s case? 

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

10 Q. With respect t o number seven --

11 A. Well, l e t me j u s t say th a t we would use i t t o 

12 confirm the MAOPs t h a t we've already c a l c u l a t e d . I f 

13 there was a desire or a need t o increase an MAOP beyond 

14 what the Div i s i o n ' s guidelines were, then we would use 

15 t h a t step-rate t e s t data f o r t h a t purpose. 

16 Q. And then w i t h respect to c o n d i t i o n number 

17 seven, DCP and the D i v i s i o n have agreed t o provide 

18 q u a r t e r l y r e p o r t i n g on a C-103 form? 

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

20 Q. And your understanding w i t h respect t o item 

21 number 12 i s tha t the Applicant, i n t h i s case DCP, was 

22 required t o provide n o t i c e t o the a f f e c t e d p a r t i e s , but 

23 the D i v i s i o n was to provide notice of the Commission 

24 hearing i n t h i s case? 

25 A. Yes. That's the ro u t i n e procedure. 
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1 Q. I ' m sorry. Let me s t a t e i t c o r r e c t l y . The 

2 D i v i s i o n i s t o provide n o t i c e through a newspaper 

3 pu b l i c a t i o n ? 

4 A. That 1s c o r r e c t . That 1s a supplemental kind of 

5 notice of the hearing. 

6 Q. And then w i t h respect t o co n d i t i o n number four, 

7 I t h i n k you d i d address t h i s , but — sorry. Condition 

8 number 14, requesting t h a t DCP address the impacts from 

9 the h i s t o r i c i n j e c t i o n from the saltwater disposal w e l l , 

10 those f i g u r e s , you i n d i c a t e d i n your testimony, were 

11 included i n your c a l c u l a t i o n s w i t h respect to the 

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

13 A. Well, we used the i r r e d u c i b l e water t h a t i s 

14 representative of th a t zone i n the area, and we 

15 f u r t h e r -- by doing the step-rate t e s t and looking at 

16 the f a l l - o f f [ s i c ] , we're confident t h a t using t h a t 

17 i r r e d u c i b l e water would adequately characterize what 

18 t h a t r e s e r v o i r ' s response would be. 

19 Q. So your analysis included or incorporated the 

20 h i s t o r i c i n j e c t i o n i n t h a t zone? 

21 A. I n t h a t -- i n t h a t fashion, yes. 

22 ' Q. Now, on t h a t p o i n t , Mr. Gutierrez, f i n a l l y j u s t 

23 t o summarize, i n your opinion, w i l l the design of the 

2 4 AGI i n t h i s case, the #2, enhance r e l i a b i l i t y and 

25 i n j e c t i o n from the A r t e s i a Gas Plant? 
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1 A. Yes, i t w i l l . Absolutely. 

2 Q. And i n your opinion, w i l l the proposed 

3 i n j e c t i o n pose a t h r e a t to any underground source of 

4 fre s h water or d r i n k i n g water i n the area? 

5 A. No. As I described, I t h i n k those sources, 

6 small as they are, are w e l l protected. 

7 Q. W i l l the gr a n t i n g of the a p p l i c a t i o n enhance 

8 and p r o t e c t human he a l t h and the environment, i n your 

9 opinion? 

10 A. Yes. I t h i n k i t w i l l because i t reduces 

11 emissions both from excess emission events from f l a r i n g , 

12 as w e l l as the sequestration of greenhouse gas. 

13 Q. And i n your analysis of the assessment of the 

14 geology and e x i s t i n g o i l and gas production i n the area, 

15 i n your opinion, w i l l the grant i n g of the a p p l i c a t i o n 

16 impair i n any way the c o r r e l a t i v e r i g h t s or r e s u l t i n 

17 waste? 

18 A. I believe i t w i l l not. 

19 Q. And i n your opinion, are acid gas i n j e c t i o n 

20 w e l l s the best a v a i l a b l e c o n t r o l technology f o r 

21 addressing and managing the disposal of H2S? 

22" A. Yes. 

23 Q. Mr. Gutierrez, were E x h i b i t s 1 through 3 --

24 w i t h the exception of the pages of the s l i d e 

25 p r e s e n t a t i o n which Mr. Ortega helped prepare, were 
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1 E x h i b i t s 1 through 3 prepared by you or under your 

2 d i r e c t supervision? 

3 A. They were. 

4 MR. RANKIN: Madam Chair, I'd move i n t o the 

5 record t o admit E x h i b i t s 1 through 3. 

6 CHAIRPERSON BAILEY: Any objection? 

7 MR. WADE: No o b j e c t i o n . 

8 CHAIRPERSON BAILEY: They are admitted. 

9 (DCP Midstream, LP E x h i b i t Numbers 1 

10 through 3 were o f f e r e d and admitted i n t o 

11 evidence.) 

12 MR. RANKIN: Thank you. I have no f u r t h e r 

13 questions. 

14 CHAIRPERSON BAILEY: Do you have any 

15 • cross-examination? 

16 MR. WADE: No cross-examination. 

17 CHAIRPERSON BAILEY: Commissioner Warnell? 

18 CROSS-EXAMINATION 

19 BY COMMISSIONER WARNELL: 

20 Q. Those shutdowns i n the l a s t 12 years, have 

21 there been any shutdowns i n the Ar t e s i a Plant? 

22' A. Oh, yes. Absolutely. I'm c e r t a i n t h a t there 

23 have been m u l t i p l e shutdowns j u s t because of the normal 

24 things t h a t a r i s e i n p l a n t s . Plus, I am aware of a 

25 couple of instances or a few instances t h a t have caused 
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1 a shutdown of the AGI w e l l . 

2 Q. And i f there had been a second w e l l i n place, 

3 would those shutdowns have occurred; do you think? 

4 A. No, I do not, because -- w e l l , there may have 

5 been a momentary t h i n g , over a few minutes, i n the 

6 amount of time i t would take t o switch from one w e l l t o 

7 the other. But t h a t ' s the whole purpose of the 

8 redundant w e l l . 

9 Q. Step-rate t e s t s . I believe you t e s t i f i e d about 

10 the step-rate t e s t . I apologize i f you said t h i s 

11 already, but I d i d n ' t hear. What was the f r a c t u r e 

12 pressure break-over? 

13 A. We d i d n ' t reach i t . When we d i d the ste p - r a t e 

14 t e s t . I mean --

15 Q. • What was the highest pressure t h a t you got to? 

16 A. I'm t r y i n g t o r e c a l l r i g h t o f f the top of my 

17 head, Commissioner Warnell. I believe i t was about 

18 3,500 pounds, bottom-hole pressure. 

19 Q. Okay. 

20 A. But I j u s t can't r e c a l l e x a c t l y . 

21 Q. And I believe I saw i n your w e l l sketch 

22" diagrams t h a t the casing i s set a l l the way to TD and 

23 then perforated? 

24 A. Yes, s i r . 

25 Q. I t ' s not an open-hole completion? 
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1 A. That i s c o r r e c t . I t i s not. And we would 

2 determine t h a t on the basis of the logs and the co r i n g 

3 t h a t we would do of the zone when we d r i l l the w e l l . 

4 Q. So w i l l you be coring as you d r i l l or s i d e w a l l 

5 cores? 

6 A. We'll do side w a l l cores a f t e r we pick core 

7 po i n t s based on the formation microimaging and the other 

8 logs. 

9 Q. I believe you t e s t i f i e d t h a t you may or may not 

10 l i n e the tubing depending whether i t ' s wet or dry? 

11 A. That i s c o r r e c t . I mean, the i n t e n t i s t o have 

12 the l i n e tubing, and we may choose t o keep i t t h a t way 

13 even i f i t i s a dry w e l l j u s t t o provide added 

14 p r o t e c t i o n . But i n a dry w e l l , i t ' s not r e a l l y 

• 15 necessary. 

16 Q. I t ' s not necessary, but i t does give you the 

17 f l e x i b i l i t y , i f i t was i n the order? 

18 A. Yeah. And i n t h i s p a r t i c u l a r w e l l , very 

19 f r a n k l y , i t ' s probably not l i k e l y t h a t we would go --

20 even w i t h a dry w e l l , t h a t we would not l i n e i t . 

21 Because my concern -- and I would communicate t h a t t o my 

22 c l i e n t -- i s t h a t while i t i s not l i k e l y t h a t we would 

23 have a problem, i f we are assured t h a t we can maintain 

24 t h a t phase, th a t s u p e r - c r i t i c a l phase i n the tu b i n g , i f 

25 f o r some reason the i n j e c t i o n pressure dropped or during 
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1 s t a r t - u p or shutdown of the w e l l , we had conditions t h a t 

2 were t r a n s i e n t i n t h a t tube, i f you have the l i n i n g , 

3 then you're protected no matter what, even i f do you 

4 have some fre e water coming out. 

5 Q. Thank you. That's a l l I have. 

6 CHAIRPERSON BAILEY: Commissioner Balch? 

7 CROSS-EXAMINATION 

8 BY COMMISSIONER BALCH: 

9 Q. I have a couple of questions, Mr. Gutierrez. 

10 Good morning. 

11 A. Good morning. 

12 Q. The current s a l t w a t e r disposal w e l l , i s t h a t 

13 i n j e c t i n g under pressure? 

14 A. I t i s . 

15 Q. What's the, kind of, current pressure regimen 

16 of the proposed i n j e c t i o n f o r the AGI? 

17 A. For the current surface water pressure t h a t 

18 they're i n j ecting? 

19 Q. Would you characterize i t as overpressure? 

20 Underpressure? 

21 A. Oh. I would characterize i t as normally 

22" pressured. 

23 Q. Normally pressured? 

24 A. Yes, s i r . 

2 5 Q. For your - - you re fe renced three o ther combined 
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1 AGI and saltwater disposal wells --

2 A. Yes. 

3 Q. — combined wells? 

4 How are they handling the two d i f f e r e n t 

5 waste streams on those wells? Are they doing slugs of 

6 water or slugs of C02? Are they commingling at the 

7 surface? Commingling at the bottom? 

9 commingled i n a mixing chamber at the surface, because 

10 you've got the TAG up to a c e r t a i n pressure, which i s 

11 what i t takes to make i t s u p e r - c r i t i c a l , and then you 

12 pressurize the water s u f f i c i e n t l y . You put those i n a 

13 mixing chamber, and then i t goes down the w e l l . 

14 However, i n t e r e s t i n g l y enough, to use a 

15 very s p e c i f i c example to give you an idea, Targa was 

16 doing exactly what you j u s t said. They were i n j e c t i n g 

17 TAG, but then they would occasionally -- not 

18 occasionally, but, you know, they wouldn't always i n j e c t 

19 water, and they would not always i n j e c t the same amount 

2 0 of water. Okay? Well, several years ago, as a r e s u l t 

21 of t h a t mode of operation, they were seeing very 

22 dramatic f l u c t u a t i o n s i n the pressure on the back side 

23 of the tubing. Okay? Because obviously when you're 

24 i n j e c t i n g j u s t TAG, the tubing gets h o t t e r . You also 

25 have a higher i n j e c t i o n pressure. You have a l i t t l e 

8 A. Excellent question. I n general, they're 
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1 more b a l l o o n i n g of the tub i n g . And then when you're 

2 i n j e c t i n g w i t h water, you have the exact opposite 

3 s i t u a t i o n . 

4 So they a c t u a l l y were g e t t i n g such 

5 f l u c t u a t i o n s t h a t when they showed t h a t i n f o r m a t i o n --

6 w e l l , they i n t e r n a l l y looked at i t and were confused by 

7 i t . They t a l k e d t o us and to E. L., when he was the 

8 d i s t r i c t d i r e c t o r down i n Hobbs, about i t , and he said, 

9 I don't t h i n k you can r e a l l y t e l l whether you have a 

10 problem or not. We need to do an MIT on the w e l l and go 

11 check i t out. 

12 So we d i d t h a t , and we found t h a t -- d i d 

13 MITs on the w e l l both when i t was running wastewater 

14 only, when i t was running a mixture of wastewater and 

15 TAG and when i t was running TAG only. And what we found 

16 i s exactl y what I thought was going on, which was t h a t 

17 r e a l l y there wasn't there wasn't any kind of a tubing 

18 leak or a packer leak or anything else. I t was j u s t 

19 these f l u c t u a t i o n s on the back side. 

20 So as a consequence of t h a t , I 

21 recommended -- and my understanding i s t h a t t h a t i s what 

22 ' they have continued t o do f o r the l a s t couple of 

23 years -- t h a t they instead of p u t t i n g i n as much 

24 water as they could put i n when they had a l o t of water 

25 or whatever, t h a t they have enough storage capacity on 
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1 s i t e t h a t they could j u s t regulate the wastewater 

2 disposal i n t o the w e l l so i t was j u s t a constant ten 

3 gallons a minute of wastewater going i n w i t h t h e i r TAG. 

4 And when they s t a r t e d doing t h a t , i t e l i m i n a t e d these 

5 f l u c t u a t i o n s on the back side t h a t were t h a t were 

6 confusing the issue before. 

7 So t h a t i s the -- those are the o p e r a t i o n a l 

8 issues t h a t a r i s e w i t h a wet w e l l , and I t h i n k t h a t 

9 those are the kinds of things t h a t i s d r i v i n g DCP to 

10 want to have a dry w e l l i f at a l l possible, because i t ' s 

11 a d i f f e r e n t operating regime. 

12 Q. Right. So i f they do operate as a combined 

13 w e l l , i t would be mixing, presumably, at a steady r a t e , 

14 as you mentioned? 

15 A.- -That's c o r r e c t . Because as a matter of f a c t , 

16 r i g h t now they are not i n j e c t i n g saltwater i n t o t h e i r 

17 SWD at a constant r a t e . They i n j e c t the water as they 

18 get i t , or i n some cases, as Russ mentioned, they may 

19 get a slug of l i q u i d s , hydrocarbons and water t h a t comes 

20 from a gathering system and gets put i n t o t h e i r p l a n t 

21 system. So when t h a t happens, they get a l i t t l e 

22 increase i n the water volume, or i n the summer, they get 

23 an increase i n the water volume because t h e i r c o o l i n g 

24 towers have t o blow down more o f t e n . So they have not 

25 been i n j e c t i n g at a constant r a t e . But t h a t would be 
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1 something t h a t would be d i f f e r e n t i f they were using 

2 t h i s as a combined w e l l . 

3 Q. As i n your other a p p l i c a t i o n s t h a t we've seen, 

4 your c a l c u l a t i o n s are pur e l y volumetric and don't take 

5 i n t o account any chemistry or C02 soluble water, 

6 m i n e r a l i z a t i o n , etching of carbonates, nothing l i k e 

7 that? 

8 A. No, nothing l i k e t h a t . Yes, s i r . 

9 Q. That would make your estimates conservative? 

10 A. I'd say very conservative, yes. 

11 Q. I always ask the same question. 

12 With your p o r o s i t y zone -- high p o r o s i t y 

13 zone t o the southeast of your l o c a t i o n -- I'm also 

14 lookin g at the cross s e c t i o n on Figure 12 i n E x h i b i t 1. 

15 A'. Yes. 

16 Q. And I t h i n k t h a t cross section i s drawn on 

17 Figure 18. 

18 A. Figure 12? I s i t Figure 12? 

19 Q. Figure 12 i s the cross s e c t i o n . 

20 A. R igh t . Yes. Tha t ' s r i g h t . 

21 Q. I s t h a t the t r ace of the cross s ec t i on on 

22 Figure 18? 

23 A. Yes, i t i s . 

24 Q. I know you have a l i m i t e d depth c o n t r o l i n the 

25 area. And I ' m l o o k i n g at your p o r o s i t y map t h a t ' s 
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1 Figure 10 i n E x h i b i t 2. 

2 A. Yes. 

3 Q. How d i d t h a t map come about? Where d i d you get 

4 the porosity? 

5 A. Of course we used the logs t h a t you saw i n the 

6 cross section, but we do have other logs t h a t are 

7 a v a i l a b l e . For the wells t h a t penetrated t h a t zone 

8 outside of our d e t a i l e d area of i n v e s t i g a t i o n , we got 

9 those from h i s , from Petra, and then so we d i d i t on 

10 t h a t basis. 

11 Q. Okay. I s there any j u s t i f i c a t i o n f o r r e l a t i n g 

12 t h a t p o r o s i t y to any s t r u c t u r a l elements? 

13 A. Well, there appears to be a s l i g h t -- I can't 

14 even say f o r sure. There appears to be a s l i g h t sag i n 

15 t h a t area, but i t r e a l l y i s more, I t h i n k , a diagenetic 

16 e f f e c t . 

17 Q. Diagenetic? 

18 A. Yeah. 

19 Q. Sometimes w i t h these reformations, you get 

20 i n c i s e d canyons, and then those noses have higher 

21 energy. 

22 *" A. Yes. But we haven't -- I haven't r e a l l y seen 

23 t h a t here. I t j u s t appears to be a lesser degree of 

24 f i l l i n g w i t h dolomite and anhydrite from what I could 

25 see. 
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1 Q. So pure l y --

2 A. Yeah. 

3 Q. I believe those are my questions. Thank you. 

4 CHAIRPERSON BAILEY: I understand t h a t our 

5 counsel has some l e g a l questions concerning notice? 

6 MR. BRANCARD: Yes. 

7 CROSS-EXAMINATION 

8 BY MR. BRANCARD: 

9 Q. Mr. Gutierrez, I j u s t wanted t o c l a r i f y 

10 something. Throughout the a p p l i c a t i o n , you are required 

11 t o c a l c u l a t e various r a d i i here, whether i t ' s the 

12 i n j e c t i o n plume, i t ' s the wells you're lookin g at w i t h i n 

13 a h a l f mile, the no t i c e w i t h i n a mile, correct? 

14 A. Yes, s i r . 

15 Q. And i n each of those cases, i f I -- I want t o 

16 c l a r i f y . I n each of those cases, your center p o i n t i s 

17 the bottom hole of the i n j e c t i o n zone? 

18 A. Yes, s i r . 

19 Q. I f you look at Figure 9 on your p r e s e n t a t i o n --

20 A. Oh. Figure 9 on the pres e n t a t i o n . 

21 Q. Yes. 

•22" A. Sorry. I'm sorry. I went t o s l i d e nine 

23 instead of Figure 9. 

24 MR. RANKIN: I t h i n k i t should be page 30. 

25 MR. BRANCARD: Yes. 
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1 Q. (BY MR. BRANCARD) Am I reading t h a t c o r r e c t l y ? 

2 I s there not about a 670-foot h o r i z o n t a l d i f f e r e n c e 

3 between the top of your i n j e c t i o n zone and the bottom of 

4 your i n j e c t i o n zone? 

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

6 Q. Did you i n any way incorporate t h a t 670-foot 

7 distance i n t o your c a l c u l a t i o n s of where the l o c a t i o n of 

8 the i n j e c t i o n plume i s , which wells you're lookin g at 

9 and where you gave no t i c e to? 

10 A. No, not r e a l l y , because what we -- f i r s t of 

11 a l l , we don't r e a l l y know t h a t we would use t h a t e n t i r e 

12 i n j e c t i o n zone, but we used the basal p o r t i o n of i t . We 

13 skewed i t towards t h a t end because of b a s i c a l l y two 

14 reasons. One i s t h a t we bel i e v e the b e t t e r p o r t i o n of 

15 the - r e s e r v o i r w i l l be i n the lower p a r t of t h a t zone, so 

16 i t may be w i t h i n about 2- or 300 fe e t of where the 

17 bottom-hole l o c a t i o n i s . But we used a one-mile radius 

18 rat h e r than -- what, f o r example, the new regs would 

19 requi r e would be a h a l f - m i l e radius r e l a t i v e t o the 

20 distance t h a t i s l i k e l y t o be a f f e c t e d by the plume, i f 

21 you c a l c u l a t e i t t o be under a h a l f mile, which i t was 

22 " w e l l under a h a l f mile here. 

23 Q. Okay. F l i p p i n g t o the a p p l i c a t i o n -- do you 

2 4 have t h a t i n f r o n t of you? 

25 A. I do. 
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1 Q- — Figure 13 — i t ' s l i k e page 18 or something. 

2 A. Yes. 

3 Q. Okay. There are two r a d i i — there are two 

4 c i r c l e s here. Okay? Are those c a l c u l a t e d based on: 

5 One, the top p o i n t of i n j e c t i o n , and the other, the 

6 bottom p o i n t of i n j e c t i o n ? 

7 A. That's c o r r e c t , even though we weren't — yeah. 

8 We didn ' t c a l l them out t h a t way, but th a t ' s e s s e n t i a l l y 

9 what i t i s , yes. 

10 MR. BRANCARD: I'm j u s t r a i s i n g — I mean, 

11 we have a unique s i t u a t i o n -- w e l l , not completely 

12 unique, but a d i f f e r e n t s i t u a t i o n here where we have a 

13 deviated i n j e c t i o n w e l l , and, t h e r e f o r e , we have a 

14 d i f f e r e n c e between the top and the bottom of the 

15 i n j e c t i o n • zone. So I j u s t want to b r i n g t h a t up t o the 

16 Commission, about whether you're comfortable t h a t an 

17 adequate analysis has been made of the h a l f - m i l e zone 

18 f o r other wells and adequate n o t i c e has been prepared 

19 here. 

20 CHAIRPERSON BAILEY: We always have t o be 

21 concerned about t h a t . 

22" MR. RANKIN: I f I might j u s t i n t e r j e c t ? My 

2 3 understanding i s the e x i s t i n g r u l e i s a h a l f mile from 

24 the bottom hole. I n t h i s case we provided a mile 

25 n o t i c e . So, t h e r e f o r e , i t would have incorporated any 
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1 of t h a t 67 0-foot d i f f e r e n c e . So t h a t ' s p a r t of the 

2 reason why I wanted t o make sure t h a t was cl e a r i n 

3 testimony. 

4 RECROSS EXAMINATION 

5 BY COMMISSIONER BALCH: 

6 Q. I f I could f o l l o w up b r i e f l y on your Figure 13. 

7 I guess i t ' s also Figure -- couple of s l i d e s back -- or 

8 forward, same f i g u r e he .was referencing i n E x h i b i t 1. 

9 Do you have t h a t i n your s l i d e show as well? 

10 A. Yes. 

11 Q. Right t o the east -- I'm sorry -- west --

12 CHAIRPERSON BAILEY: I t ' s Figure 10. 

"13 Q. (BY COMMISSIONER BALCH) The Figure 10 

14 presentation -- Figure 10 i n E x h i b i t 1, there i s one 

• 15 w e l l l o c a t i o n j u s t outside the c i r c l e t o the west. Do 

16 you see the w e l l I'm t a l k i n g about? 

17 A. D i r e c t l y west -- i s i t t h i s w e l l here you're 

18 speaking of ( i n d i c a t i n g ) ? 

19 Q. That's the one. 

20 A. Yes, s i r . 

21 Q. What can you say about t h a t w e l l ? I s i t a 

22 ""' s h a l l o w w e l l ? 

23 A. I t i s . I t ' s above the i n j e c t i o n zone, b u t I 

24 t h i n k i t ' s a Grayburg w e l l . L e t me go back t o ano the r 

25 f i g u r e . L e t me j u s t ge t t o t h a t . 
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1 I t i s t h i s w e l l r i g h t here ( i n d i c a t i n g ) . 

2 I t i s a clean w e l l . I t ' s w e l l above the i n j e c t i o n zone, 

3 w e l l above the caprock. 

4 Q. Right. So while the upper c i r c l e would include 

5 t h a t w e l l , i t ' s not going t o be a f a c t o r f o r safety? 

6 A. I t wouldn't make any d i f f e r e n c e . 

7 Q. Thank you. 

8 CHAIRPERSON BAILEY: My t u r n . 

9 CROSS-EXAMINATION 

10 BY CHAIRPERSON BAILEY: 

11 Q. You also were the a u t h o r i t y instrumental i n 

12 p e r m i t t i n g the AGI #1 w e l l , weren't you? 

13 A. No. That's the one w e l l I di d n ' t permit. 

14 Q. The one you didn't? 

15 A.- That 1 s r i g h t . And i r o n i c a l l y -- you know, I 

16 mean, I have t o say t h i s . Because of the i n i t i a l 

17 d i f f i c u l t y t h a t DCP encountered when they s t a r t e d 

18 i n j e c t i n g i n t o the #1 w e l l , which was a higher-than-

19 a n t i c i p a t e d required pressure t o get i n t o t h a t w e l l 

20 because the Devonian i s not the world's best r e s e r v o i r , 

21 as a r e s u l t of t h a t i s the reason why we were h i r e d i n 

22 " 2005 t o i d e n t i f y the Linam l o c a t i o n rather than -- I 

23 don't t h i n k t h a t -- i n my own opinion -- and I'm not 

24 questioning what was done i n the past, but i n my own 

25 opinion, i f I had been tasked w i t h l o o k i n g f o r an AGI 
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1 r e s e r v o i r at t h i s l o c a t i o n , I would never have picked 

2 the Devonian t o begin w i t h , because I j u s t t h i n k i t ' s a 

3 t r i c k y zone t o deal w i t h i n terms of i t s p r e d i c t a b i l i t y 

4 about how good a r e s e r v o i r i t i s . So consequently, when 

5 we were asked t o look at t h i s , we looked at the other 

6 zones other than the Devonian. 

7 Q. What i s the i n j e c t i o n r a t e t h a t was allowed f o r 

8 the #1 well? 

9 A. There was no r a t e l i m i t a t i o n at a l l . When the 

10 w e l l was o r i g i n a l l y permitted, i t was a n t i c i p a t e d t h a t 

11 the p l a n t would be producing somewhere i n the 

12 neighborhood of about 1.2 t o 1.5 m i l l i o n cubic f e e t a 

13 day of acid gas. When they added the second compressor 

14 there, i t allows them t o reach t h e i r f u l l 90 m i l l i o n 

-15 cubic f e e t a day processing capacity, which would r e s u l t 

16 i n about 2 m i l l i o n cubic f e e t a day of acid gas, which 

17 i s c u r r e n t l y what the p l a n t i s producing approximately 

18 and what i t would be producing and i n j e c t i n g i n t o the #2 

19 w e l l . 

20 Q. So there would be no issues connected w i t h 

21 pressures or rat e between the two wells and switching 

22- back and f o r t h between the AGI #1 and the AGI #2? 

23 A. Well, the AGI #2 i s going t o take a greater 

24 pressure to put i n the same amount of volume than i t 

25 would i t from the AGI — I'm sorry. The AGI #1 w i l l 

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



Page 88 

1 requ i r e a greater pressure t o -- surface pressure t o 

2 accommodate the same volume t h a t the AGI #2 w i l l simply 

3 because i t ' s a deeper w e l l , but i t also has -- the MAOP 

4 f o r the AGI #2 we l l i s about 3,100 p s i at the surface. 

5 Cu r r e n t l y t h e i r i n j e c t i o n i s running about 2,100 p s i at 

6 the surface. They could never even make 3,100 p s i at 

7 the surface. 

8 But as I mentioned, i n the AGI #2 w e l l , we 

9 a n t i c i p a t e t h a t the MAOP would be 1,700 and t h a t they 

10 would probably be i n j e c t i n g more i n the 1,200 p s i range. 

11 So b a s i c a l l y yes, there e s s e n t i a l l y has t o 

12 be pressure c o n t r o l i n the -- i n the l i n e so t h a t -- and 

13 t h i s i s incorporated i n t o a l l of the AGI we l l s , t h a t we 

14 have a pressure-control valve t h a t does not allow the 

15 MAOP,'and i t kicks o f f before the MAOP i s reached i n 

16 e i t h e r of the two w e l l s . But yes, there i s going t o 

17 have t o be higher pressure t o i n j e c t i n t o the #1 w e l l 

18 than the #2 w e l l . 

19 Q. So there would have to be operat i o n a l 

20 accommodations i f there are -- i f there i s any switching 

21 between the two wells or simultaneous? 

22 A. Absolutely. Absolutely. And th a t b a s i c a l l y i s 

23 pressure-reducing valves. 

24 Q. The s i l t b uildup i n the saltwater disposal w e l l 

25 t h a t you have seen, w i l l t h a t create any problems f o r 
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1 plugging t h a t well? 

2 A. No. I t ' l l have t o be -- we w i l l have t o muck 

3 t h a t s t u f f out before we p e r f o r a t e and squeeze i n t o t h a t 

4 zone. 

5 Q. I t should not prevent adequate plugging? 

6 A. No, ab s o l u t e l y not. 

7 Q. You t a l k e d back and f o r t h ; you want t o have 

8 both wet and dry? 

9 A. Yes. 

10 Q. When w i l l t h a t decision be made as to whether 

11 or not you are going t o go one way or the other? 

12 A. I would expect the decision to be made w i t h i n 

13 the next s i x months. I f we have -- I t h i n k we have 

14 located I b r i e f l y spoke t o Mr. Goetze during the 

15 break/- t h a t I bel i e v e we have i d e n t i f i e d a zone t h a t we 

16 may be able t o permit f o r saltwater i n j e c t i o n . But we 

17 haven't gotten there yet. But I a n t i c i p a t e t h a t w i t h i n 

18 the next s i x months w e ' l l have e i t h e r i d e n t i f i e d an 

19 adequate a l t e r n a t i v e zone t h a t can be used, whether i t 

20 i s through d r i l l i n g a new w e l l or ac q u i r i n g an e x i s t i n g 

21 w e l l i n the area, a shallower w e l l . And i f t h a t i s 

2 2 ' permitted by the s t a t e , then we would be able t o go 

23 s t r i c t l y t o a dry i n j e c t i o n . I f t h a t 1 s not the case and 

24 we can't f i n d an adequate r e s e r v o i r t h a t could be 

25 permitted as a separate saltwater i n j e c t i o n zone, then I 
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1 would a n t i c i p a t e t h a t decision t o be made w i t h i n the 

2 next eigh t months, s i x t o ei g h t months, something l i k e 

3 t h a t . 

4 Q. Those are my questions. Thank you. 

5 CHAIRPERSON BAILEY: Do you have any — 

6 MR. RANKIN: Nothing f u r t h e r . 

7 CHAIRPERSON BAILEY: — r e d i r e c t ? 

8 A l l r i g h t . You may be excused. 

9 Does t h a t conclude your case? 

10 MR. RANKIN: That would conclude our case, 

11 Madam Chair. Thank you very much. 

12 MR. WADE: The OCD would c a l l Mr. P h i l 

13 Goetze. 

14 PHILLIP R. GOETZE, 

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

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

17 DIRECT EXAMINATION 

18 BY MR. WADE: 

19 Q. W i l l you please s t a t e your name f o r the record? 

20 A. My name i s P h i l l i p R. Goetze. 

21 Q. And who are you employed by? 

22 A. I am employed by the New Mexico O i l 

23 Conservation D i v i s i o n , Engineering and Geologic Services 

24 Bureau. 

25 Q. What do you do a t the Bureau? 
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1 A. Primary assignment has been reviewing 

2 a p p l i c a t i o n s f o r i n j e c t i o n , i n c l u d i n g saltwater 

3 disposal, waterfloods, pressure maintenance p r o j e c t s and 

4 also have included review of the acid gas i n j e c t i o n 

5 permits. 

6 Q. And have you t e s t i f i e d regarding previous acid 

7 gas i n j e c t i o n permits? 

8 A. Yes. I've had one op p o r t u n i t y . 

9 Q. I n th a t o p p o r t u n i t y , were you q u a l i f i e d as an 

10 expert i n the t e c h n i c a l review of AGI ap p l i c a t i o n ? 

11 A. I presented my c r e d e n t i a l s , and the Commission 

12 accepted them. 

13 MR. WADE: And, Madam Chair, I ' d move again 

14 t o q u a l i f y Mr. Goetze as an expert on t e c h n i c a l review 

15 of AGI a p p l i c a t i o n s . 

16 CHAIRPERSON BAILEY: He i s accepted. 

17 Q. (BY MR. WADE) Regarding t h i s a p p l i c a t i o n 

18 brought today, have you had a chance t o review i t ? 

19 A. Yes, I have. 

20 Q. And without g e t t i n g i n t o d e t a i l s , d i d you f i n d 

21 the a p p l i c a t i o n approvable w i t h the OCD's proposed 

22"" c o n d i t i o n s and the l a t e r m o d i f i c a t i o n s as discussed 

23 between the OCD and DCP? 

24 A. Yes, I do. 

25 Q. And r e f e r r i n g to the c o n d i t i o n s - - do you have 
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1 the pre-hearing statement w i t h you -- the OCD's 

2 pre-hearing statement w i t h you? 

3 A. Correct, I do. 

4 Q. Is t h a t where the m o d i f i c a t i o n s are found? 

5 A. That i s where we thought the amendments would 

6 be added. 

7 Q. I n i t i a l l y ? 

8 A. Correct. 

9 Q- You heard Mr. Gutierrez discuss c e r t a i n 

10 conditions t h a t were modified, and those were co n d i t i o n s 

11 to 6, 7, 12, 13 and 14. As to the remaining c o n d i t i o n s , 

12 are those conditions t h a t were accepted i n a previous 

13 ap p l i c a t i o n ? 

14 A. Correct. They were submitted and accepted. 

15 Q. By the Commission? 

16 A. By the Commission. 

17 Q. Did you f i n d t h a t Mr. Gutierrez' testimony was 

18 an accurate r e f l e c t i o n of what was discussed between DCP 

19 and OCD regarding the conditions t h a t were modified? 

20 A. Correct. 

21 Q. Is there anything you want t o add to those? 

'22* A. At t h i s p o i n t , no, I don't have any a d d i t i o n s . 

23 Q. And, again, those proposed m o d i f i c a t i o n s are 

24 acceptable to the OCD? 

25 A. Correct. 

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



Page 93 

1 Q. Based on your review of the a p p l i c a t i o n , the 

2 C-108, and the conditions t h a t the OCD proposed and 

3 mo d i f i c a t i o n s t o some of those conditions, does the OCD 

4 f i n d t h a t the a p p l i c a t i o n i s p r o t e c t i v e of fr e s h water, 

5 human he a l t h , safety and c o r r e l a t i v e r i g h t s ? 

6 A. Based on what was provided, i t i s . 

7 Q. And would you recommend to the Commission t h a t 

8 the a p p l i c a t i o n w i t h the conditions and mo d i f i c a t i o n s be 

9 approved? 

10 A. I believe i t i s capable of being approved as 

11 presented. 

12 Q. I don't have any f u r t h e r questions. 

13 CHAIRPERSON BAILEY: Do you have any 

14 cross-examination? 

15 MR. RANKIN: None, Madam Chair. Thank you. 

16 COMMISSIONER WARNELL: No questions. 

17 CHAIRPERSON BAILEY: Commissioner? 

18 COMMISSIONER BALCH: I have no questions. 

19 CHAIRPERSON BAILEY: I have one. 

20 CROSS-EXAMINATION 

21 BY CHAIRPERSON BAILEY: 

22" Q. Are these the same and i s t h i s a complete l i s t 

23 of a l l of those conditions t h a t we have been applying t o 

24 acid gas i n j e c t i o n wells t h a t have come before the 

25 Commission since you have been here? 
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1 A. I reviewed the previous a p p l i c a t i o n s and the 

2 conditions t h a t were applied and copied or r e f e r r e d t o 

3 them as the same conditions I've included here as pa r t 

4 of my testimony and my supplemental request to the 

5 Applicant. So yes, they are the same l i s t t h a t we've 

6 used p r e v i o u s l y i n our review process. 

7 Q. That's a l l I have. 

8 CHAIRPERSON BAILEY: Do you have any other 

9 questions? 

10 MR. WADE: No other questions. 

11 CHAIRPERSON BAILEY: A l l r i g h t . You may be 

12 excused. 

13 THE WITNESS: Thank you. 

14 MR. WADE: OCD has no f u r t h e r witnesses. 

15 CHAIRPERSON BAILEY: Okay. Do we have any 

16 c l o s i n g statements? 

17 CLOSING STATEMENT 

18 MR. RANKIN: Madam Chair, we would ask t h a t 

19 DCP's a p p l i c a t i o n f o r i t s A r t e s i a AGI #2 be granted i n 

20 accordance w i t h the C-108 t h a t was provided w i t h the 

21 a p p l i c a t i o n , and then, of course, w i t h the conditions 

22"' t h a t were presented by the D i v i s i o n and modified by 

23 agreement of the p a r t i e s , and we would so request. 

24 CHAIRPERSON BAILEY: Okay. Do I hear a 

25 motion from the Commissioners t o go i n t o closed session 
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1 i n accordance w i t h New Mexico Statute 10-15-1 and the 

2 OCC r e s o l u t i o n on open meetings? 

3 COMMISSIONER WARNELL : I ' l l make t h a t 

4 motion. 

5 COMMISSIONER BALCH: I w i l l second. 

6 CHAIRPERSON BAILEY: A l l those i n favor? 

7 {Ayes are unanimous. ) 

8 CHAIRPERSON BAILEY: We w i l l go i n t o closed 

9 session where we w i l l d e l i b e r a t e t h i s case and only t h i s 

10 case, and I expect i t w i l l then be lunchtime. I would 

11 hope t h a t we would be able to come back i n t o session 

12 about 1:00. 

13 (Commission i n closed session, 11:32 a.m.; 

14 break taken, 11:32 a .m. to 1:01 p.m.) 

15 CHAIRPERSON BAILEY: The Commission has 

16 been i n closed session since 11:30 Do I hear a motion 

17 f o r us t o come back out of closed session? 

18 COMMISSIONER BALCH: I have a motion. 

19 COMMISSIONER WARNELL : I second t h a t 

20 motion. 

21 CHAIRPERSON BAILEY: A l l those i n favor say 

22' aye. 

23 (Ayes are unanimous. ) 

24 CHAIRPERSON BAILEY: The only t h i n g 

25 discussed was Case 15127. We have reached a deci s i o n on 
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1 t h i s , and we would l i k e f o r our attorney, B i l l Brancard, 

2 t o give us a summary of what the order should be. 

3 MR. BRANCARD: Thank you, Madam Chair. 

4 The Commission proposes to approve the 

5 a p p l i c a t i o n to i n j e c t acid gas and carbon dioxide at the 

6 A r t e s i a AGI Well #2 i n the l o c a t i o n and depth and under 

7 the s p e c i f i c a t i o n s set f o r t h i n the C-108 a p p l i c a t i o n . 

8 This approval i s w i t h the conditions submitted by the 

9 D i v i s i o n i n i t s pre-hearing statement, as f u r t h e r 

10 modified today under the agreement between the Applicant 

11 and the D i v i s i o n . 

12 Further, the Commission conditions t h i s 

13 approval w i t h the c o n d i t i o n t h a t the Applicant plug the 

14 saltwater disposal w e l l at the f a c i l i t y p r operly and 

15 t h a t the Applicant update the e x i s t i n g H2S plan f o r the 

16 f a c i l i t y . 

17 Did I c o r r e c t l y characterize i t ? 

18 CHAIRPERSON BAILEY: Yes. That H2S 

19 contingency plan must be approved before operations 

20 begin -- or i n j e c t i o n begins on the AGI #2. 

21 Mr. Rankin, w i l l you prepare a d r a f t order? 

22' ' MR. RANKIN: I would be happy t o , Madam 

23 Chair. 

24 CHAIRPERSON BAILEY: Okay. Our n e x t 

25 m e e t i n g da te i s J u l y 1 7 t h , so i f you c o u l d have t h a t 
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1 order sent to our Commission counsel, B i l l Brancard, i n 

2 p l e n t y of time f o r h i s e d i t i n g and our review. 

3 MR. RANKIN: Be happy t o . 

4 CHAIRPERSON BAILEY: Thank you. 

5 Do you have a date c e r t a i n t h a t you would 

6 l i k e f o r t h a t , B i l l ? 

7 MR. BRANCARD: A week before w i l l be f i n e . 

8 CHAIRPERSON BAILEY: Is there any other 

9 business before the Commission today? 

10 Hearing none, then I w i l l hear a motion t o 

11 adjourn f o r the day. 

12 COMMISSIONER WARNELL: I make the motion t o 

13 adjourn. 

14 COMMISSIONER BALCH: Second the motion. 

15 CHAIRPERSON BAILEY: A l l those i n favor say 

16 aye. 

17 (Ayes are unanimous.) 

18 (The proceedings conclude, 1:04 p.m. ) 
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