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EXAMINER CATANACH: C a l l t h e h e a r i n g 

b a c k t o o r d e r . At t h i s t i m e w e ' l l c a l l Case 

10559 . 

o f S o u t h w e s t R o y a l t i e s , I n c . , f o r a s a l t w a t e r 

d i s p o s a l , Eddy C o u n t y , New M e x i c o . 

Mr. E x a m i n e r , I b e l i e v e Mr. C o o t e r i s 

p r e p a r e d t o move f o r a c o n t i n u a n c e o f t h i s c a s e . 

MR. COOTER: P a u l C o o t e r w i t h t h e Rodey 

l a w f i r m i n S a n t a Fe, and we w o u l d move t h a t t h a t 

c a s e be c o n t i n u e d t o t h e O c t o b e r 15 d o c k e t . 

MR. STOVALL: You a r e r e p r e s e n t i n g t h e 

a p p l i c a n t ; i s t h a t c o r r e c t ? 

MR. COOTER: Yes. 

EXAMINER CATANACH: Case 10559 w i l l be 

c o n t i n u e d t o O c t o b e r 15. 

[A n d t h e p r o c e e d i n g s w e r e c o n c l u d e d . ] 

MR. STOVALL: 10559 i s t h e a p p l i c a t i o n 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 
) s s . 

COUNTY OF SANTA FE ) 

I , D e b b i e V e s t a l , C e r t i f i e d S h o r t h a n d 

R e p o r t e r and N o t a r y P u b l i c , HEREBY CERTIFY t h a t 

t h e f o r e g o i n g t r a n s c r i p t o f p r o c e e d i n g s b e f o r e 

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

t h a t I c a u s e d my n o t e s t o be t r a n s c r i b e d u n d e r my 

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

t r u e and a c c u r a t e r e c o r d o f t h e p r o c e e d i n g s . 

I FURTHER CERTIFY t h a t I am n o t a 

r e l a t i v e o r e m p l o y e e o f any o f t h e p a r t i e s o r 

a t t o r n e y s i n v o l v e d i n t h i s m a t t e r and t h a t I have 

no p e r s o n a l i n t e r e s t i n t h e f i n a l d i s p o s i t i o n o f 

t h i s m a t t e r . 

WITNESS MY HAND AND SEAL SEPTEMBER 18, 

1 992. 

DEBBIE VESTAL, "RPR 
NEW MEXICO CSR NO. 3 

RODRIGUEZ-VESTAL REPORTING 
! 505 ) 988-1 772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

1 9 

20 

2 1 

2 2 

2 3 

2 4 

25 

1 

NEW MEXICO OIL CONSERVATION D I V I S I O N 

STATE LAND OFFICE BUILDING 

STATE OF NEW MEXICO 

CASE NO. 10559 

IN THE MATTER OF: 

The A p p l i c a t i o n o f S o u t h w e s t R o y a l t i e s . 
I n c . , f o r S a l t W a t e r D i s p o s a l , 
Eddy C o u n t y , New M e x i c o . 

BEFORE : 

DAVID R. CATANACH 

H e a r i n g E x a m i n e r 

S t a t e Land O f f i c e B u i l d i n g 

O c t o b e r 15 , 1992 

REPORTED BY: 

CARLA DIANE RODRIGUEZ 
C e r t i f i e d S h o r t h a n d R e p o r t e r 
f o r t h e S t a t e o f New M e x i c o 

ORIGINAL 
RODRIGUEZ-VESTAL REPORTING 

( 505 ) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

1 9 

20 

2 1 

2 2 

23 

24 

2 5 

2 

A P P E A R A N C E S 

FOR THE APPLICANT: 

THE RODEY LAW FIRM 
P o s t O f f i c e Box 1357 
S a n t a Fe, New M e x i c o 87504-1357 
BY: PADL A. COOTER. ESQ. 

FOR CONOCO, INC.: 

KELLAHIN & KELLAHIN 
P o s t O f f i c e Box 2265 
S a n t a Fe, New M e x i c o 87504-2265 
BY: W. THOMAS KELLAHIN. ESQ. 

FOR YATES PETROLEUM CORPORATION: 

CAMPBELL, CARR, BERGE & SHERIDAN, P.C. 
P o s t O f f i c e Box 2208 
S a n t a Fe, New M e x i c o 87504-2208 
BY: WILLIAM F. CARR. ESQ. 

RODRIGUEZ-VESTAL REPORTING 
( 5 0 5 ) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

1 9 

20 

2 1 

2 2 

2 3 

24 

2 5 

3 

I N D E X 

A p p e a r a n c e s 
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1 . GARY HENDRICKS 
E x a m i n a t i o n by Mr 
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EXAMINER CATANACH: A t t h i s t i m e w e ' l l 

c a l l Case 10559, a p p l i c a t i o n o f S o u t h w e s t 

R o y a l t i e s , I n c o r p o r a t e d , f o r s a l t w a t e r d i s p o s a l , 

Eddy C o u n t y , New M e x i c o . 

A r e t h e r e a p p e a r a n c e s i n t h i s c a se? 

MR. COOTER: P a u l C o o t e r w i t h t h e Rodey 

l a w f i r m , S a n t a Fe, a p p e a r i n g on b e h a l f o f t h e 

A p p 1 l e a n t . 

EXAMINER CATANACH: A d d i t i o n a l 

a p p e a r a n c e s ? 

MR. KELLAHIN: I f t h e E x a m i n e r p l e a s e , 

I'm Tom K e l l a h i n o f t h e S a n t a Fe l a w f i r m o f 

K e l l a h i n & K e l l a h i n , a p p e a r i n g on b e h a l f o f 

Conoco, I n c . 

MR. CARR: May i t p l e a s e t h e E x a m i n e r , 

my name i s W i l l i a m F. C a r r w i t h t h e S a n t a Fe l a w 

f i r m , C a m p b e l l , C a r r , B e r g e & S h e r i d a n , and I 

w o u l d l i k e t o e n t e r my a p p e a r a n c e on b e h a l f o f 

Y a t e s P e t r o l e u m C o r p o r a t i o n . I do n o t have a 

w i t n e s s . 

EXAMINER CATANACH: Any a d d i t i o n a l 

a p p e a r a n c e s ? Do y o u have any w i t n e s s e s , Mr. 

K e l l a h i n ? 

MR. KELLAHIN: I have a b r i e f s t a t e m e n t 

b e f o r e we g e t s t a r t e d . I have no w i t n e s s e s . 

RODRIGUEZ-VESTAL REPORTING 
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EXAMINER CATANACH: May I get t h e 

w i t n e s s e s t o p l e a s e s t a n d and be sworn i n a t t h i s 

t ime? 

[The w i t n e s s e s were d u l y sworn.] 

EXAMINER CATANACH: Mr. K e l l a h i n ? 

MR. KELLAHIN: Mr. Examiner, on b e h a l f 

of Conoco, I n c . , we had o r i g i n a l l y f i l e d a n o t i c e 

of o p p o s i t i o n t o Southwest R o y a l t i e s , I n c . ' s s a l t 

w a t e r d i s p o s a l case t h a t ' s d o c k e t e d b e f o r e you. 

I w i s h t o a d v i s e you a t t h i s t i m e t h a t we are 

w i t h d r a w i n g t h a t o p p o s i t i o n . 

EXAMINER CATANACH: Okay. Mr. C o o t e r , 

you may pr o c e e d . 

MR. COOTER: I would l i k e t o make a 

s t a t e m e n t . And I don't know i f t h e y want t o s i t 

t h r o u g h i t , f i n e . I f n o t , a t t h e s u g g e s t i o n o f 

Ya t e s , and w e ' l l b r i n g t h i s o u t t h r o u g h 

t e s t i m o n y , t h e y ' v e asked t h a t an i n j e c t i o n s u r v e y 

be done i f the a p p l i c a t i o n i s g r a n t e d on t h e s a l t 

w a t e r d i s p o s a l , a t l e a s t once a y e a r , and t h a t 

t h e y be f u r n i s h e d t h a t s u r v e y or a copy of t h a t 

s u r v e y , and t h a t ' s a g r e e a b l e t o Southwest 

R o y a l t i e s , and t h e y w i l l so do. 

MR. CARR: And, Mr. Catanach, t h a t 

a ddresses t h e c o n c e r n of Yates P e t r o l e u m 

RODRIGUEZ-VESTAL REPORTING 
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C o r p o r a t i o n . We do not i n t e n d t o p a r t i c i p a t e i n 

the h e a r i n g o t h e r t h a n j u s t t o be c e r t a i n t h a t we 

had reached t h a t agreement. 

But t h a t does address Yates P e t r o l e u m 

C o r p o r a t i o n ' s c o n c e r n of t h i s m a t t e r . 

EXAMINER CATANACH: Okay. 

GARY HENDRICKS 

Having been f i r s t d u l y sworn upon h i s o a t h , was 

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

EXAMINATION 

BY MR. COOTER: 

0. S t a t e your name f o r t h e r e c o r d p l e a s e , 

s i r . 

A. My name i s Gary H e n d r i c k s . 

0. For whom do you work, Mr. H e n d r i c k s ? 

A. I work f o r Southwest R o y a l t i e s , 

I n c o r p o r a t e d , i n M i d l a n d , Texas. 

0. How l o n g have you worked f o r t h a t 

company? 

A. I have been w i t h them a p p r o x i m a t e l y one 

year . 

Q. Would you p l e a s e r e l a t e b r i e f l y your 

e d u c a t i o n and your p r o f e s s i o n a l e x p e r i e n c e ? 

A. I have a b a c h e l o r of s c i e n c e i n 

c h e m i c a l e n g i n e e r i n g f r o m New Mexico S t a t e 

RODRIGUEZ-VESTAL REPORTING 
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U n i v e r s i t y i n 1978. I t h e n moved t o M i d l a n d , 

worked t h r e e y e a r s f o r Exxon i n p r o d u c t i o n and 

r e s e r v o i r e n g i n e e r i n g . 

I n 1981 I went t o work f o r Union Texas 

P e t r o l e u m and worked f o r them f o r 10 y e a r s , f r o m 

1981 u n t i l 1991, a t w h i c h t i m e t h e y were absorbed 

by Mer i d i a n . 

S ince t h a t t i m e I have worked f o r 

Southwest R o y a l t i e s as a p e t r o l e u m e n g i n e e r . 

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

t h a t Southwest R o y a l t i e s has f i l e d i n t h i s case 

f o r t h e s a l t w a t e r d i s p o s a l w e l l ? 

A. Yes, s i r , I am. 

0. D id you p a r t i c i p a t e i n t h e p r e p a r a t i o n 

of t h e e v i d e n c e f o r t h i s case? 

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

Q. Have you p r e v i o u s l y t e s t i f i e d b e f o r e 

t h i s D i v i s i o n ? 

A. No, I have n o t . 

MR. COOTER: Are t h e w i t n e s s ' 

c r e d e n t i a l s s a t i s f a c t o r y ? We t e n d e r him as an 

e x p e r t w i t n e s s . 

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

0. B r i e f l y r e l a t e f o r Mr. Catanach what 

t h e A p p l i c a n t seeks by i t s a p p l i c a t i o n h e r e . 

RODRIGUEZ-VESTAL REPORTING 
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A. The purpose of t h i s h e a r i n g i s t o hear 

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

Southwest R o y a l t i e s , I n c o r p o r a t e d , t o r e e n t e r and 

c o n v e r t t h e J u l i e No. 1, p l u g g e d and abandoned 

w e l l , w h i c h i s l o c a t e d i n t h e s o u t h e a s t of t h e 

n o r t h e a s t o f S e c t i o n 17, Township 19 South, Range 

25 E a s t , t o a s a l t w a t e r d i s p o s a l w e l l i n t h e Abo 

f o r m a t i o n , a t an a p p r o x i m a t e d e p t h o f 4000 t o 

5000 f e e t . 

Q. I would d i r e c t your a t t e n t i o n t o 

E x h i b i t 1. What i s t h a t , Mr. H e n d r i c k s ? 

A. E x h i b i t 1 i s a p l a t showing t h e area of 

r e v i e w w h i c h was f i l e d w i t h our a p p l i c a t i o n t o 

i n j e c t w a t e r i n t o a n o n p r o d u c t i v e f o r m a t i o n on 

Form C-108. We propose t o c o n v e r t t h e J u l i e No. 

1 w e l l w h i c h i s l o c a t e d i n t h e n o r t h e a s t q u a r t e r 

of S e c t i o n 17, Township 19 South, Range 25 Eas t , 

w h i c h i s c u r r e n t l y a p l u g g e d and abandoned w e l l 

on our acreag e . 

The w e l l was p l u g g e d i n 1976 a f t e r 

becoming uneconomic i n t h e Upper Penn f o r m a t i o n . 

The C-108 was f i l e d on J u l y 28, 1992, w i t h a l l 

o f f s e t o p e r a t o r s b e i n g n o t i f i e d as r e q u i r e d . The 

y e l l o w shaded area shows t h e area of r e v i e w w h i c h 

shows a l l t h e w e l l s w i t h i n o n e - h a l f m i l e of t h e 

RODRIGUEZ-VESTAL REPORTING 
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proposed d i s p o s a l w e l l . The b l u e s h a d i n g shows 

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

W i t h i n t h e o n e - h a l f - m i l e r a d i u s of t h e 

J u l i e No. 1 w e l l , t h e r e a r e t h r e e c u r r e n t 

w e l l b o r e s and one proposed w e l l w h i c h Southwest 

R o y a l t i e s proposed t o d r i l l i n November. The 

Barb a r a F e d e r a l No. 3 w e l l i s a p l u g g e d and 

abandoned w e l l w h i c h was produced from t h e Upper 

Penn f o r m a t i o n and p l u g g e d i n 1986. I t ' s l o c a t e d 

1980 f e e t f r o m t h e n o r t h l i n e and 1980 f e e t f r o m 

t h e west l i n e , w h i c h i s t h e s o u t h e a s t of t h e 

n o r t h w e s t q u a r t e r of S e c t i o n 17. 

The B a r b a r a F e d e r a l No. 7 i s a p l u g g e d 

and abandoned w e l l w h i c h was produced fro m t h e 

Upper Penn f o r m a t i o n a l s o ; a l s o p l u g g e d i n 1986. 

I t ' s l o c a t e d 1980 f e e t f r o m t h e s o u t h l i n e and 

1980 f e e t f r o m t h e ea s t l i n e , w h i c h would be t h e 

n o r t h w e s t q u a r t e r of t h e s o u t h e a s t q u a r t e r of 

S e c t i o n 17. 

The Conoco J u l i e Com No. 2 i s a w e l l 

w h i c h i s c u r r e n t l y b e i n g c o m p l e t e d i n t h e Upper 

Penn f o r m a t i o n . I t ' s l o c a t e d i n u n i t l e t t e r B, 

i t s l o c a t i o n b e i n g 1980 f e e t from t h e e a s t l i n e 

and 660 f e e t from t h e n o r t h l i n e of S e c t i o n 17. 

I t has n o t y e t been p o t e n t i a l e d i n t h e Upper Penn 
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f o r m a t i o n , but has cement c o v e r i n g t h e e n t i r e 

i n t e r v a l f r o m TD t o s u r f a c e b e h i n d t h e s e v e n - i n c h 

p r o d u c t i o n s t r i n g . Southwest R o y a l t i e s d i d d r i l l 

and case t h a t w e l l . 

Southwest R o y a l t i e s has proposed t h e 

Dagger Draw 1 A w e l l w h i c h w i l l be d r i l l e d i n 

u n i t l e t t e r G o f t h i s s e c t i o n . T h i s w e l l i s 

c u r r e n t l y b e i n g p e r m i t t e d and w i l l be spudded i n 

November o f 1992 a t an o r t h o d o x l o c a t i o n . 

C o n s i s t e n t w i t h d r i l l i n g p r a c t i c e s used 

by o t h e r o p e r a t o r s i n t h i s f i e l d , we p l a n t o 

t w o - s t a g e cement t h e s e v e n - i n c h p r o d u c t i o n c a s i n g 

w i t h a DV t o o l s e t a t a p p r o x i m a t e l y 5500 f e e t , 

and we w i l l c i r c u l a t e cement t o s u r f a c e i n t h e 

second s t a g e , b r i n g i n g i t f u l l y t o s u r f a c e b e h i n d 

t h e s e v e n - i n c h p r o d u c t i o n c a s i n g . 

0. Turn n e x t t o E x h i b i t No. 2, Mr. 

H e n d r i c k s . That c o n s i s t s of some f i v e pages, 

does i t n o t ? 

A. Yes, s i r . E x h i b i t No. 2 i s our 

proposed r e e n t r y p r o c e d u r e of t h e J u l i e No. 1 

w e l l w h i c h w e ' l l c o n v e r t t o d i s p o s a l i n t h e Abo 

f o r m a t i o n , between 4000 and 5000 f e e t . Rather 

t h a n go t h r o u g h i t on a s t e p - b y - s t e p b a s i s , I 

would ask t h a t you t u r n t o t h e t h i r d page of t h e 
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document w h i c h shows t h e c u r r e n t s t a t u s of t h e 

w e l l as i t was l e f t when i t was p l u g g e d i n 1986. 

What we p l a n t o do t o c o n v e r t t h i s t o 

Abo d i s p o s a l i s d r i l l o u t t h e cement p l u g from 

z e r o t o 50 f e e t , t h e cement p l u g from 206 f e e t t o 

431 f e e t i n s i d e t h e 5-1/2 c a s i n g , d r i l l out t h e 

cement and the cement r e t a i n e r a t 2150 f e e t down 

t o below t h e f o u r squeeze h o l e s a t 2200 f e e t . We 

w i l l t e s t t h e c a s i n g t o 1000 pounds t o assure t h e 

squeeze h o l e s a t 2200 f e e t w i l l a d e q u a t e l y h o l d 

t h e r e q u i r e d p r e s s u r e t e s t . 

I would l i k e t o p o i n t o u t , when t h i s 

w e l l was p l u g g e d t h r o u g h t h e squeeze h o l e s a t 

2200 f e e t , cement was c i r c u l a t e d b e h i n d t h e 5-1/2 

c a s i n g i n t h e 7-7/8" h o l e t o s u r f a c e w i t h 525 

sacks. 

We w i l l t h e n c l e a n t h e w e l l o ut t o a 

pl u g g e d back t o t a l d e p t h of a p p r o x i m a t e l y 5300 

f e e t . At t h a t t i m e we w i l l t h e n r u n cement bond 

l o g s and compensate a n e u t r o n l o g from t h e 

pl u g g e d back i n t e r v a l t o t h e s u r f a c e . 

Our reasons f o r d o i n g t h i s are 

t w o - f o l d . The o r i g i n a l l o g r u n on t h i s w e l l i n 

1978 i s a s i d e w a l l n e u t r o n p o r o s i t y l o g , and we 

don't f e e l l i k e t h e p o r o s i t y v a l u e s i n our 
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proposed Abo d i s p o s a l i n t e r v a l of 4000 t o 5000 

f e e t , we don't f e e l t h e q u a l i t y of t h e l o g i s 

good enough t o a d e q u a t e l y a l l o w us t o d e f i n e an 

ex a c t i n j e c t i o n i n t e r v a l a t t h i s t i m e . 

A l s o , we need a cement bond l o g t o 

d e t e r m i n e where e x a c t l y cement i s l o c a t e d b e h i n d 

t h e 5-1/2" p r o d u c t i o n c a s i n g . I would l i k e t o 

p o i n t o ut t h a t when t h i s w e l l was p l u g g e d , a 

cement r e t a i n e r was s e t a t 5465 f e e t , and squeeze 

h o l e s a t 5510 f e e t , and cemented w i t h 1000 sacks 

of Class H cement. That cement volume i s 

s u f f i c i e n t t o b r i n g cement alm o s t a l l t h e way t o 

th e s u r f a c e . However, no r e t u r n s were seen a t 

th e s u r f a c e d u r i n g t h i s c e m e n ting o p e r a t i o n 

a c c o r d i n g t o t h e p l u g g i n g and abandonment 

r e c o r d s . 

We do n o t know e x a c t l y where t h e t o p of 

cement i s , whether i t c o v e r s t h e t o p of our 

proposed i n j e c t i o n i n t e r v a l a t 4000 f e e t . The 

cement bond l o g w i l l a l l o w us t o d e t e r m i n e i f 

cement s q u e e z i n g i s r e q u i r e d a t 4000 f e e t a t or 

near t h e t o p of our Abo d i s p o s a l zone. 

Q. The i n f o r m a t i o n t h a t you've shown on 

th e f i r s t s c h e m a t i c , t h e c u r r e n t s t a t u s , i s t a k e n 

f r o m t h e OCD form w h i c h i s page 5--
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A. Yes, s i r , i t i s . 

Q. - - o f t h i s e x h i b i t , i s i t n o t ? 

A. Yes. That's t h e p l u g g i n g r e p o r t f i l e d 

by Conoco i n 1986 when t h i s w e l l was p l u g g e d , 

w h i c h i s how t h i s w e l l b o r e s k e t c h was a r r i v e d . 

Q. The second s c h e m a t i c , w h i c h i s page 4, 

i s your proposed c o m p l e t i o n endeavor as you've 

t e s t i f i e d? 

A. Yes, s i r . A c o u p l e of p o i n t s I would 

l i k e t o b r i n g o ut h e r e . What we've shown on t h i s 

a t 3990 f e e t a r e some proposed squeeze 

p e r f o r a t i o n s . That assumes t h a t we do not have 

adequate cement c o v e r i n g t h e t o p of our Abo 

d i s p o s a l f o r m a t i o n . We would propose t o 

p e r f o r a t e a t 3990 f e e t and squeeze w i t h 200 sacks 

t o be sure t h a t we had adequate p r o t e c t i o n a c r o s s 

t h e t o p of our Abo d i s p o s a l i n t e r v a l . 

We w i l l be u s i n g a Baker Model-R or 

e q u i v a l e n t packer s e t a t a p p r o x i m a t e l y 3950 f e e t 

and our i n j e c t i o n t u b i n g w i l l be 2-7/8 i n t e r n a l l y 

p l a s t i c c o a t e d . 

I w ould l i k e t o t a k e t h i s t i m e t o 

m e n t i o n t h a t t h e lowermost o i l p r o d u c t i v e zone 

below our zone of i n j e c t i o n i n t h e Abo f o r m a t i o n 

i s t h e Upper Penn. The uppermost zone t h a t i s 
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o i l p r o d u c t i v e w i t h i n t h e area i s t h e Yeso 

f o r m a t i o n , w h i c h o c c u r s a t a d e p t h of 

a p p r o x i m a t e l y 1500 f e e t . I t has been n o t e d t h a t 

t h i s zone p r o d u c e d - - t h e c l o s e s t one I c o u l d f i n d 

was i n S e c t i o n 8, over a m i l e away from h e r e . 

But t h i s zone c o u l d p o s s i b l y be p r o d u c t i v e . 

Q. You mentioned t h e d e p t h of t h e Yeso a t 

1500. What's t h e d e p t h of t h e Upper Penn? 

A. The Upper Penn produced i n t h i s w e l l 

from 7776 t o 7848. 

MR. COOTER: A word of e x p l a n a t i o n , Mr 

Catanach. E x h i b i t s 3 and 4, and I don't know i f 

t h e y ' r e i n c l u d e d i n your p a c k e t , are t h e same 

s c h e m a t i c s as p a r t of E x h i b i t 2. 

Q. L e t ' s now l o o k a t E x h i b i t s 5, 6 and 7. 

S h a l l we s t a r t w i t h 5? 

A . Ye s, s i r . 

Q. E x p l a i n what t h a t i s . 

A. E x h i b i t 5 shows t h e c u r r e n t m o n t h l y 

p r o d u c t i o n f o r a l l Upper Penn w e l l s o f f s e t t i n g 

t h e J u l i e No. 1. Our d e s i r e t o c o n v e r t t h e J u l i 

No. 1 t o d i s p o s a l i n t h e Abo f o r m a t i o n i s t o 

han d l e w a t e r f r o m our Dagger Draw 1 A w e l l w h i c h 

w e ' l l be d r i l l i n g i n November. 

T h i s e x h i b i t shows t h e c u r r e n t m o n t h l y 
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p r o d u c t i o n f o r a l l Upper Penn w e l l s o f f s e t t i n g 

our J u l i e No. 1. T h i s e x h i b i t s e r v e s t o c l a r i f y 

t h e f a c t t h a t Upper Penn w e l l s produce a t r a t e s 

of 200 t o 400 b a r r e l s a day but s p e c i f i c a l l y , i f 

you want t o t a k e a w e l l f o r example, l o o k a t t h e 

Y a t e s - o p e r a t e d Roy AET No. 2 w h i c h i s l o c a t e d i n 

th e s o u t h w e s t o f t h e sou t h w e s t of S e c t i o n 8. I t s 

p r o d u c t i o n f o r June of 1992 was a p p r o x i m a t e l y 200 

b a r r e l s of o i l per day and 400 b a r r e l s of wat e r 

per day. 

However, t h e c l o s e s t w e l l t o our 

proposed Dagger Draw 1 A w e l l i s t h e Conoco No. 1 

Jenny, w h i c h I b e l i e v e i s i n u n i t l e t t e r E of 

S e c t i o n 17. You can see t h a t i n t h e month o f 

June of 1992 i t produced 30 b a r r e l s a day and 

over 4000 b a r r e l s of w a t e r a day. So the s e w e l l s 

can p r o d u c e , depending upon c o m p l e t i o n 

t e c h n i q u e s , q u i t e s i g n i f i c a n t amounts of w a t e r . 

However, Southwest R o y a l t i e s b e l i e v e s 

t h a t based on c u r r e n t c o m p l e t i o n t e c h n i q u e s b e i n g 

used i n t h e f i e l d and w i t h us p e r f o r a t i n g o n l y 

t h e upper p o r t i o n of t h e Upper Penn f o r m a t i o n , 

w a t e r p r o d u c t i o n can be l i m i t e d t o somewhere i n 

th e 400 t o 1000 b a r r e l a day range, and we expec t 

an i n i t i a l o i l r a t e i n our w e l l s of somewhere 
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around 300 t o 330 b a r r e l s o f o i l per day. 

0. Are you g o i n g t o 6? 

A. Yes, s i r . E x h i b i t 6 shows t h e l o c a t i o n 

of t h e J u l i e No. 1 a g a i n h i g h l i g h t e d i n b l u e , and 

a l l t h e c u r r e n t p r o d u c i n g w e l l s around t h e J u l i e 

a r e p r o d u c i n g from t h e Penn f o r m a t i o n . T h i s 

shows c u m u l a t i v e o i l , gas and wat e r p r o d u c t i o n 

f r o m t h e s e w e l l s . 

These c u m u l a t i v e p r o d u c t i o n s were 

o b t a i n e d f r o m t h e New Mexico O i l and Gas 

E n g i n e e r i n g Committee R e p o r t s t h r o u g h June of 

1992. The o n l y t h i n g I want t o p o i n t o ut on 

E x h i b i t 6 i s t h a t w e l l s t o t h e ea s t of t h e J u l i e 

are n o t shown because e a s t of t h e J u l i e No. 1 

w e l l t h e r e a r e no Upper Penn p r o d u c e r s w i t h i n a 

m i l e . 

As you can see, the J u l i e No. 1 i s 

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

Wells f u r t h e r to the e a s t i n S e c t i o n 16 do not 

produce from the Upper Penn. There are some 

Morrow w e l l s that produce but they are over a 

mile away. 

I would l i k e t o go on t o E x h i b i t 7, and 

E x h i b i t 7 c o n s i s t s o f f o u r pages. The f i r s t page 

i s a t a b u l a t i o n of 36 w e l l s o f f of E x h i b i t s 5 and 
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6. I t shows t h e c a s i n g and cem e n t i n g d a t a on a l l 

t h e w e l l s s u r r o u n d i n g t h e J u l i e , i n c l u d i n g 

p l u g g e d and abandoned w e l l s . How t h i s d a t a was 

o b t a i n e d was from s c a f f c a r d s and cement 

c a l c u l a t i o n s . 

What I'm t r y i n g t o show i s and what I 

would l i k e t o f o c u s on i s t h e p r o d u c t i o n c a s i n g . 

B a s i c a l l y a l l of th e s e w e l l s , w i t h t h e e x c e p t i o n 

of t h e Roy No. 3 s a l t w a t e r d i s p o s a l w e l l and a 

c o u p l e o f o t h e r w e l l s i n here are Upper Penn 

p r o d u c e r s , w i t h t y p i c a l l y s e v e n - i n c h c a s i n g or 

5-1/2" c a s i n g , i f t h e y ' r e some of t h e o l d e r 

w e l l s , b e i n g s e t a t a p p r o x i m a t e l y 8000 f e e t . 

I ' v e a t tempted--1've shown t h e volume 

of cement t h a t was used when t h e seven and/or 

5-1/2" p r o d u c t i o n c a s i n g was cemented, and I ' v e 

c a l c u l a t e d t h e e s t i m a t e d t o p o f cement, assuming 

25 p e r c e n t excess. O f f s e t t i n g t h e J u l i e No. 1, 

31 of th e s e 36 w e l l s have cement c o v e r i n g t h e Abo 

f o r m a t i o n w h i c h we p l a n t o i n j e c t i n our J u l i e 

No. 1 s a l t w a t e r d i s p o s a l w e l l . 

The f a c t t h a t 86 p e r c e n t of t h e w e l l s 

have cement a c r o s s our proposed i n j e c t i o n 

i n t e r v a l w i l l m i n i m i z e any e x t e r n a l c o r r o s i o n t o 

th e p r o d u c i n g c a s i n g , w h i c h c o u l d be caused by 
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i n j e c t i o n i n t o t h e Abo r e s e r v o i r . 

Behind E x h i b i t 7 are s c h e m a t i c s o f t h e 

t h r e e w e l l s w i t h i n t h e h a l f - m i l e area of r e v i e w , 

t h e B a r b a r a F e d e r a l 3, t h e Bar b a r a F e d e r a l 7 and 

the Dagger Draw No. 1, wh i c h i s now c a l l e d t h e 

Conoco J u l i e Com No. 2 w e l l , when Conoco t o o k 

over o p e r a t i o n s f o r t h a t w e l l a f t e r we d r i l l e d 

and cased i t . 

Mr. C o o t e r , I don't p l a n on g o i n g 

t h r o u g h t h e s e i n d i v i d u a l p l u g g i n g s c h e m a t i c s 

u n l e s s someone needs t o . 

0. Go back t o t h e f i r s t page of E x h i b i t 7, 

i f you wou1d. 

A . Yes, s i r . 

Q. The Hanks/Barbara F e d e r a l No. 3 and t h e 

F e d e r a l 7 w e l l s , a r e t h e y cemented t h r o u g h t h e 

Abo f o r m a t i o n ? 

A. They were n o t o r i g i n a l l y . But when 

t h e y were p l u g g e d , t h e Ba r b a r a F e d e r a l No. 3, 

t h e y a g a i n s h o t a t 5580 f e e t w hich i s below t h e 

Abo f o r m a t i o n and a t t e m p t e d t o pump i n t o t h a t a t 

2,000 pounds and were u n a b l e t o pump i n t o i t . 

They went i n and shot a t 2100 f e e t w h i c h i s above 

th e Abo f o r m a t i o n , and t h e y were a g a i n u n a b l e t o 

pump i n t o i t a t 2,000 pounds. We f e e l t h e r e ' s 
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adequate p r o t e c t i o n on t h e Bar b a r a F e d e r a l No. 3 

a c r o s s our zone of i n j e c t i o n . 

On t h e Bar b a r a F e d e r a l No. 7 t h e y s hot 

f o u r h o l e s a t 4090 f e e t . They s e t a r e t a i n e r a t 

4050 f e e t and pumped 30 sacks of cement t h r o u g h 

the r e t a i n e r , so t h e r e i s a p l u g a t t h e t o p of 

our i n j e c t i o n i n t e r v a l . Below t h a t , t h e n e a r e s t 

p l u g below t h a t i s 6625 t o 6775 i n s i d e t h e 

cas i n g . 

Q. What i s your proposed average and 

maximum d a i l y r a t e i n volume of f l u i d s t o be 

i n j e c t e d ? 

A. We a n t i c i p a t e a g a i n somewhere i n t h e 

range o f 400 t o 1000 b a r r e l s of w a t e r f r o m our 

Dagger Draw 1 A w e l l . We're p r o p o s i n g , under 

S e c t i o n 7 on our f o r m , I b e l i e v e i t ' s t h e C-108 

t h a t we f i l e d , t h e proposed average d a i l y 

i n j e c t i o n r a t e w i l l be 1200 b a r r e l s w i t h a 

maximum d a i l y r a t e of i n j e c t i o n of 2000 b a r r e l s . 

I have d a t a l a t e r i n my p r e s e n t a t i o n t h a t shows 

t h a t o t h e r Abo d i s p o s a l w e l l s w h i c h Yates has 

w i l l t a k e w a t e r i n i t i a l l y a t a much h i g h e r r a t e 

t h a n t h i s . 

Q. I s your proposed system open or c l o s e d ? 

A. I t i s c l o s e d . The system w i l l be a 
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c l o s e d system. I t w i l l u t i l i z e a t l e a s t 1500 

b a r r e l s of s t o r a g e . 

Q. What are t h e proposed average and 

maximum i n j e c t i o n p r e s s u r e s ? 

A. We propose an average i n j e c t i o n 

p r e s s u r e o f 1,000 pounds and a maximum i n j e c t i o n 

p r e s s u r e o f 1,400 pounds. These p r e s s u r e s were 

o b t a i n e d f r o m h i s t o r i c a l d a t a f r o m Yates-Abo 

d i s p o s a l w e l l s a p p r o x i m a t e l y seven m i l e s away. 

The w a t e r i n j e c t e d i n t o t h e Abo w i l l be 

from t h e Upper Penn or t h e Cisco Reef f o r m a t i o n . 

P e r m i s s i o n t o i n j e c t t h i s has been g r a n t e d i n t h e 

pa s t t o Yates i n t h e i r Abo f o r m a t i o n d i s p o s a l 

w e l l s , l o c a t e d a g a i n about seven m i l e s away, so 

we don't see c o m p a t i b i l i t y problems between t h e 

two w a t e r s . 

Q. Are you ready t o go t o E x h i b i t 8? 

A. Yes, s i r . 

Q. Turn t o E x h i b i t 8 and e x p l a i n t h a t . 

A. E x h i b i t 8 i s a copy of t h e p o r o s i t y l o g 

and t h e d r i l l l a t e r a l l o g a c r o s s t h e zone o f 

d i s p o s a l on our J u l i e No. 1 w e l l . The l o g I'm 

showing you i s t h e Conoco, I n c o r p o r a t e d , J u l i e 

Com No. 2, w h i c h i s l o c a t e d a p p r o x i m a t e l y 1980 

f e e t n o r t h w e s t of t h e J u l i e No. 1. 
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The r e a son we chose t o p r e s e n t t h i s 

i n s t e a d of t h e J u l i e No. 2 i s because t h e J u l i e 

No. 2 w e l l o n l y has a g a i n an SNP l o g , a s i d e w a l l 

n e u t r o n p o r o s i t y l o g , w h i c h i s not t h e most 

a c c u r a t e p o r o s i t y l o g a v a i l a b l e . 

What we've t r i e d t o h i g h l i g h t on here 

i s our p o r o s i t y s t r e a k s and s e p a r a t i o n i n t h e 

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

l o g w h i c h would i n d i c a t e p e r m e a b i l i t y . We f e e l 

l i k e t h e i n t e r v a l between 4000 and 5000 f o o t i n 

t h i s a r e a , i n t h e Abo f o r m a t i o n , w i l l a c c e p t 

w a t e r and can ha n d l e t h e volumes of d i s p o s a l 

w a t e r we p l a n on d i s p o s i n g o u t t h e r e . 

Q. What s t i m u l a t i o n do you i n c l u d e i n your 

p l a n s f o r t h e w a t e r d i s p o s a l ? 

A. A g a i n , a f t e r we r e e n t e r t h e J u l i e No. 1 

w e l l , we propose t o l o g i t i n b i t c o r p o r a t i o n s . 

Depending upon t h e e x a c t i n t e r v a l we choose, we 

w i l l a c i d i z e t h e w e l l somewhere between 5,000 and 

10,000 g a l l o n s . T h i s i s c o n s i s t e n t w i t h d a t a 

o b t a i n e d on t h e s c a f f c a r d s on t h e two Yates-Abo 

d i s p o s a l w e l l s , a g a i n l o c a t e d s i x t o seven m i l e s 

away . 

Q. When you t a l k about t h o s e Yates w e l l s , 

l e t ' s t u r n t o E x h i b i t No. 9. I d e n t i f y t h a t , 
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p l e a s e , Mr. H e n d r i c k s . 

A. E x h i b i t 9 i s a p r o d u c t i o n map of w e l l s 

s u r r o u n d i n g two Abo d i s p o s a l w e l l s w h i c h are 

l o c a t e d i n S e c t i o n s 3 and 10 of Township 20 

South, Range 24 East. You can see the s e are 

shaded i n b l u e on t h e west s i d e or t h e l e f t s i d e 

of t h i s e x h i b i t . 

These w e l l s a r e l o c a t e d a p p r o x i m a t e l y 

seven m i l e s s o u t h / s o u t h w e s t of our proposed J u l i e 

No. 1 d i s p o s a l w e l l . Yates o p e r a t e s t h e s e two 

Abo d i s p o s a l w e l l s and t h e y d i s p o s e of Upper Penn 

wa t e r from t h e i r o f f s e t t i n g p r o d u c t i o n i n t h e 

Dagger Draw South and t h e Dagger Draw N o r t h 

f i e l d . 

The h i g h l i g h t e d w e l l s a r e t h e 

B a t e - F e d e r a l No. 1 wh i c h i s l o c a t e d i n t h e 

S e c t i o n 3, and t h e Donahue-Federal No. 1 l o c a t e d 

i n S e c t i o n 10. A l s o shown i s t h e c u m u l a t i v e 

p r o d u c t i o n f r o m o f f s e t t i n g p r o d u c i n g w e l l s i n t h e 

Upper Penn f o r m a t i o n , as can be seen f r o m t h e 

c u m u l a t i v e o i l and w a t e r p r o d u c t i o n . 

These p r o d u c i n g w e l l s produce l a r g e 

amounts o f w a t e r , and d i s p o s a l i s r e q u i r e d t o 

maximize r e c o v e r y f r o m t h e i r w e l l s , and Yates has 

used t h e Abo f o r d i s p o s a l of t h i s p roduced 
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w a t e r . The Abo f o r m a t i o n i s t h e same f o r m a t i o n 

we d e s i r e t o d i s p o s e of wat e r i n our proposed 

J u l i e No. 1 w e l l . 

Q. Turn t o E x h i b i t No. 10, w h i l e we're 

t a l k i n g about t h o s e two w e l l s , and i d e n t i f y t h a t . 

A. E x h i b i t No. 10 i s t h e same p o r o s i t y and 

l a t e r a l l o g . I t ' s t h e p o r o s i t y and l a t e r a l l o g 

on t h e Donahue-Federal No. 1 w e l l . T h a t ' s t h e 

same t y p e of s u i t e of l o g s t h a t we showed e a r l i e r 

on t h e Conoco J u l i e Com No. 2 w e l l . We have 

h i g h l i g h t e d or shaded i n b l u e t h e zone of 

i n j e c t i o n , f r o m 4296 down t o j u s t above 4600 f e e t 

t h a t t h e y have used f o r d i s p o s a l i n t h e Donahue 

w e l l . 

Q. A l l r i g h t , t h e n . L e t ' s go t o e x h i b i t - -

A. L e t me make one more p o i n t . We have 

compared p o r o s i t y and r e s i s t i v i t y on t h i s l o g t o 

the Conoco J u l i e Com No. 2 w e l l , and we b e l i e v e 

t h e p o r o s i t i e s and r e s i s t i v i t y p r o f i l e s a r e 

s i m i l a r such t h a t we b e l i e v e t h e J u l i e No. 1 w e l l 

w i l l d i s p o s e of s u f f i c i e n t q u a n t i t i e s o f w a t e r 

based on t h e c u m u l a t i v e i n j e c t i o n i n t o t hese 

w e l l s w h i c h w e ' l l p r e s e n t i n l a t e r e x h i b i t s . 

Q. L e t ' s go t o t h a t c u m u l a t i v e w a t e r t h a t 

has been i n j e c t e d . T u r n i n g t o E x h i b i t s 11 and 
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12? 

A. Okay. E x h i b i t No. 11 i s t h e 

B a t e - F e d e r a l No. 1 w e l l . I t ' s a t a b u l a t i o n o f 

m o n t h l y d i s p o s a l w a t e r o r t h e amount o f w a t e r 

d i s p o s e d m o n t h l y i n t o t h e w e l l s i n c e i t b egan 

d i s p o s a l i n l a t e 1989. The B a t e - F e d e r a l No. 1 

a g a i n i s l o c a t e d i n S e c t i o n 3. 

I t s i n j e c t i o n i n t e r v a l i n t h e Abo i s 

4238 t o 45 2 2 , and w h a t I w o u l d l i k e t o p o i n t o u t 

i s , t h r o u g h June 1991 when Y a t e s d i s c o n t i n u e d Abo 

i n j e c t i o n i n t h i s w e l l , t h e y i n j e c t e d 1.26 

m i l l i o n b a r r e l s o f w a t e r . I f y o u ' l l l o o k i n 

J a n u a r y o f 1990 and F e b r u a r y o f 1990, t h e y 

i n j e c t e d a t r a t e s as much as 5000 b a r r e l s o f 

w a t e r p e r day a t an a v e r a g e i n j e c t i o n p r e s s u r e o f 

up t o 1,200 p o u n d s . 

T h i s i s t h e d a t a we u s e d t o g e t o u r 

a v e r a g e a nd maximum i n j e c t i o n p r e s s u r e s t h a t we 

e x p e c t f r o m o u r J u l i e No. 1 w e l l . They d i s p o s e d 

o f w a t e r a t much h i g h e r r a t e s t h a n we b e l i e v e 

w e ' l l n e e d f o r o u r J u l i e No. 1. 

Q. You e x p l a i n e d E x h i b i t 1 1 . What's No. 

12? 

A. E x h i b i t 12 i s t h e D o n a h u e - F e d e r a l No. 1 

l o c a t e d i n S e c t i o n 10. I t began Abo i n j e c t i o n i n 
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March of 1990. I t had c u m u l a t i v e i n j e c t i o n 

t h r o u g h May of 1992 w i t h 568,000 b a r r e l s and was 

s t i l l i n j e c t i n g between 100 t o 200 b a r r e l s of 

wate r per day a t an average p r e s s u r e of up t o 600 

pounds. 

Q. Where i s t h e c l o s e s t p o t a b l e w a t e r t o 

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

A. We r e s e a r c h e d t h e a r e a , and t h a t ' s 

E x h i b i t 13, and t h e c l o s e s t p o t a b l e w a t e r i s 

l o c a t e d a p p r o x i m a t e l y o n e - a n d - a - h a l f t o two m i l e s 

away f r o m our J u l i e No. 1 w e l l . We o b t a i n e d a 

wa t e r sample of t h a t j u s t f o r r e c o r d t o show, and 

had i t a n a l y z e d j u s t t o s h o w — t o have an a n a l y s i s 

on f i l e of t h e p o t a b l e w a t e r . And t h e r e i s 

p o t a b l e w a t e r . We c o u l d f i n d our J u l i e No. 1 

w e l l . 

Q. E x h i b i t 13 i s t h e r e p o r t t h a t was done 

on t h a t w a t e r sample? 

A. Yes, s i r . I t was o b t a i n e d f r o m a w a t e r 

w e l l a t a farmhouse a p p r o x i m a t e l y two m i l e s 

s o u t h w e s t of t h e J u l i e . 

Q. Now, Mr. H e n d r i c k s , have you u n d e r t a k e n 

an economic s t u d y of t h e v a r i o u s p o s s i b i l i t i e s 

f o r w a t e r d i s p o s a l f r o m your p r o posed, I t h i n k , 

1 A w e l l ? 
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A. Yes, s i r . The reason we d e s i r e t o 

c o n v e r t t h e J u l i e Com No. 1 t o s a l t w a t e r 

d i s p o s a l i s because we're i n t h e p r o c e s s of 

p e r m i t t i n g our Dagger Draw W e l l No. 1 A w h i c h 

w i l l be l o c a t e d 1650 f e e t f r o m t h e n o r t h and 1880 

f e e t f r o m t h e ea s t l i n e of S e c t i o n 17. We 

a n t i c i p a t e t h a t w e l l t o b e g i n p r o d u c t i o n a t 

a p p r o x i m a t e l y 300 t o 350 b a r r e l s of o i l per day. 

Based on an average of t h e o f f s e t t i n g w a t e r 

p r o d u c t i o n , i n i t i a l l y we expe c t about 1000 

b a r r e l s of w a t e r per day. 

We r a n t h r e e economic s c e n a r i o s . 

Economic S c e n a r i o No. 1 i s w a t e r b e i n g t r u c k e d a t 

92 c e n t s a b a r r e l . That i s t h e minimum r e g u l a t e d 

r a t e of 62 c e n t s , p l u s 30 c e n t s a b a r r e l d i s p o s a l 

fe e . 

Economic S c e n a r i o No. 2 i s t h a t w a t e r 

i s d i s p o s e d i n t o a t h i r d - p a r t y d i s p o s a l a t 50 

c e n t s a b a r r e l . We're n o t sure t h i s i s even a 

v i a b l e a s s u m p t i o n , b u t what we assumed i s t h a t 

somebody would come t o us and t a k e our w a t e r a t 

50 c e n t s a b a r r e l . We know of no one i n t h e area 

who has made t h i s o f f e r t o us a t t h i s t i m e . 

The t h i r d economic s c e n a r i o i s t h a t t h e 

J u l i e No. 1 i s c o n v e r t e d t o an Abo s a l t w a t e r 
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d i s p o s a l w e l l f o r an i n i t i a l i n v e s t m e n t o f 

$153,600. The o t h e r a s s u m p t i o n s we made on our 

economic a n a l y s i s was t h a t our base l e a s e 

o p e r a t i n g c o s t , e x c l u d i n g w a t e r d i s p o s a l , was 

$4,000 per w e l l . T h i s assumes t h e w e l l produces 

on s u b m e r s i b l e pump. A l s o , t h e c o s t of d r i l l i n g 

t h e Dagger Draw 1 A w e l l was $535,500. 

Under Economic S c e n a r i o No. 1 - - W e l l , 

l e t me back up. I f o r g o t one t h i n g . The o i l 

p r i c i n g we used f l a t a t $20 per b a r r e l w i t h t h e 

gas p r i c e b e i n g f l a t a t $1.50 per Mcf, and t h e 

w e l l produces 2000 s t a n d a r d c u b i c f e e t per 

b a r r e l . On o i l p r o d u c t i o n we assumed 10,000 

b a r r e l s of o i l per month, d e c l i n e d i t a t 75 

p e r c e n t f o r t h e f i r s t y ear and t h e n l e v e l e d o f f 

t h e d e c l i n e r a t e 20 t o 25 p e r c e n t i n f u t u r e 

y e a r s . 

Under Economic S c e n a r i o No. 1 where 

wa t e r i s t r u c k e d , our w e l l l i f e w ould o n l y be 1.7 

y e a r s w i t h a c u m u l a t i v e r e c o v e r y of 76,000 

b a r r e l s of o i l and 153 m i l l i o n c u b i c f e e t of gas, 

w i t h t h e w e l l y i e l d i n g a n e t cash f l o w o f $91,000 

over t h e l i f e of t h e w e l l . Our m o n t h l y o p e r a t i n g 

c o s t s under t h i s s c e n a r i o would be $32,000 per 

month. The economics a s s o c i a t e d w i t h t r u c k i n g 
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w a t e r a r e n o t good a t a l l . 

Economic S c e n a r i o No. 2, wh i c h i s where 

w a t e r i s d i s p o s e d i n t o a t h i r d - p a r t y d i s p o s a l a t 

50 c e n t s per b a r r e l , w o uld i n c r e a s e our w e l l l i f e 

f r o m 1.7 t o 3.9 y e a r s , and i n c r e a s e our 

c u m u l a t i v e r e c o v e r y of o i l t o 122,000 b a r r e l s and 

244 m i l l i o n c u b i c f e e t o f gas, w i t h t h e w e l l 

y i e l d i n g a n e t cash f l o w of $427,500. M o n t h l y 

o p e r a t i n g c o s t s would be reduced t o $19,200. 

These a re a c c e p t a b l e economics but s t i l l n o t v e r y 

good. We would have t o p u t o u t $700,000 of 

e x p e n d i t u r e t o r e c e i v e a n e t cash f l o w o f - - t o 

r e c e i v e payout p l u s $427,000. Those a re s t i l l 

n o t v e r y good economics. 

Economic S c e n a r i o No. 3 i s where t h e 

J u l i e No. 1 i s c o n v e r t e d t o a d i s p o s a l w e l l . The 

c o s t of d i s p o s i n g t h e wa t e r would be 20 c e n t s a 

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

landowner and 15 c e n t s per b a r r e l f o r o p e r a t i n g 

c o s t s f o r t h e d i s p o s a l system, and an i n i t i a l 

i n v e s t m e n t i n c l u d i n g an i n i t i a l i n v e s t m e n t of 

$153,600 i s r e q u i r e d on t o p of t h e d r i l l i n g c o s t s 

of t h e Dagger Draw 1 A w e l l . 

Under t h i s s c e n a r i o t h e w e l l l i f e w ould 

be 9.4 y e a r s w i t h a c u m u l a t i v e r e c o v e r y o f 
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185,000 b a r r e l s of o i l and 370 m i l l i o n c u b i c f e e t 

of gas w i t h t h e w e l l y i e l d i n g a n e t cash f l o w of 

$9 18, 200. 

The summary t o our economic a n a l y s i s , 

p e r m i s s i o n t o c o n v e r t t h e J u l i e w e l l t o d i s p o s a l 

i n t h e Abo w i l l i n c r e a s e r e c o v e r y from our Dagger 

Draw 1 A w e l l by over 100,000 b a r r e l s of o i l and 

a l l o w maximum r e s e r v e r e c o v e r y f r o m t h e w e l l and 

p r e v e n t waste of any r e s e r v e r e c o v e r y f r o m t h i s 

we 11 . 

Q. Would t h e g r a n t i n g of t h e a p p l i c a t i o n , 

i n a d d i t i o n t o t h e p r e v e n t i o n of waste, be i n t h e 

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

A. Yes, i t would. 

Q. And would i t p r o t e c t c o r r e l a t i v e r i g h t s 

of b o t h t h e A p p l i c a n t , Southwest R o y a l t i e s i n 

t h a t s o u t h h a l f of t h e n o r t h e a s t q u a r t e r , b ut t h e 

o f f s e t t i n g owners and o p e r a t o r s as w e l l ? 

A. Yes, i t wou1d. 

Q. At t h e op e n i n g of t h i s case, you he a r d 

the s t a t e m e n t t h a t Yates has r e q u e s t e d t h a t i f 

the a p p l i c a t i o n i s g r a n t e d , t h a t Southwest r u n an 

i n j e c t i o n s u r v e y a t l e a s t once each year on t h i s 

p r o posed w a t e r d i s p o s a l w e l l . Would Southwest 

R o y a l t i e s agree t h a t t h a t be done? 
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A. Yes, we w o u l d . 

Q. Woul d i t c o m p l y w i t h t h a t ? 

A . Yes, we w i l l . 

MR. COOTER: T h a t ' s a l l t h e q u e s t i o n s I 

have o f t h i s w i t n e s s . 

EXAMINER CATANACH: Any q u e s t i o n s , Mr. 

C a r r ? Mr. K e l l a h i n ? 

MR. CARR: No q u e s t i o n s . 

MR. KELLAHIN: No q u e s t i o n s . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. H e n d r i c k s , t h e p r o p o s e d i n j e c t i o n 

w e l l , y o u d o n ' t have any i d e a w h e r e t h e cement 

t o p i s i n t h e w e l l a t t h e p r e s e n t t i m e ? 

A. What I do know, b a s e d on t h e p l u g g i n g 

r e p o r t , i s t h a t t h e r e i s cement b e h i n d t h e 5-1/2 

p r o d u c t i o n c a s i n g . T h e r e i s cement b e h i n d t h e 

5-1/2 p r o d u c t i o n c a s i n g f r o m 2200 f e e t t o 

s u r f a c e . 

The o t h e r t h i n g t h a t y o u can c a l c u l a t e 

i s t h a t when t h e w e l l was d r i l l e d and c e m e n t e d 

w i t h 280 s a c k s , t h e e s t i m a t e d t o p o f cement i s 

a b o u t 6300 f e e t , and t h a t ' s a s s u m i n g 2 5 - p e r c e n t 

e x c e s s , w h i c h i s 1431 f e e t above t h e Upper Penn 

p e r f o r a t i o n s e t a t 7776. 

RODRIGUEZ-VESTAL REPORTING 
( 505 ) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

19 

20 

2 1 

2 2 

23 

24 

25 

31 

As t o what happened t o t h e thousand 

sacks o f cement when t h e w e l l was p e r f o r a t e d a t 

5510 f e e t , I have no knowledge o f where t h a t 

cement went. A c c o r d i n g t o t h e p l u g g i n g r e p o r t s , 

r e t u r n s were not o b t a i n e d a t t h e s u r f a c e . A 

tho u s a n d sacks of cement i n a 5-1/2" c a s i n g i n a 

7-7/8 h o l e s h o u l d have b r o u g h t cement a l m o s t 

w i t h i n a thousand f e e t of s u r f a c e . However, w i t h 

no r e t u r n s b e i n g o b t a i n e d , I c a n ' t t e l l you, s i r , 

e x a c t l y where i t went. T h a t ' s why we p l a n on 

r u n n i n g our cement bond l o g a f t e r we c l e a n t h e 

w e l l o u t t o a p l u g g e d back t o t a l d e p t h of 

a p p r o x i m a t e l y 5300 f e e t . 

0. What i f your bond l o g shows you do n o t 

have cement down t o 5300 f e e t ? 

A. What we would t h e n propose d o i n g would 

be f i n d i n g t h e t o p o f cement based on our bond 

l o g , p e r f o r a t i n g above t h a t , and a t t e m p t i n g t o 

squeeze above and below our d i s p o s a l i n t e r v a l 

f r o m 4000 t o 5000 f e e t . 

Q. You would a t t e m p t t o squeeze below 

5000? 

A. R i g h t . Below whatever we choose, a f t e r 

we r u n our compensated n e u t r o n l o g , p i c k our 

p e r f o r a t e d i n t e r v a l , we would t h e n squeeze below 
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and squeeze above t o ass u r e adequate p r o t e c t i o n 

below t h e d i s p o s a l i n t e r v a l and above t h e 

d i s p o s a l i n t e r v a l . 

Q. What f o r m a t i o n s are l o c a t e d between t h e 

Abo and t h e Upper Penn? I s t h e r e any chance t h a t 

any f l u i d c o u l d go i n t o o t h e r f o r m a t i o n s i n t h a t 

i n t e r v a l ? 

A. I'm g o i n g t o have t o d e f e r t h a t t o our 

g e o l o g i s t , Mr. Cheney. 

Q. Okay. That's f i n e . The two w e l l s i n 

th e a r e a of r e v i e w t h a t a r e p l u g g e d and 

abandoned, do you have c o n f i d e n c e t h a t t h e 

i n j e c t e d f l u i d f r o m your J u l i e Com No. 1 w i l l n ot 

m i g r a t e i n t h e a n n u l u s of th o s e w e l l s ? 

A. Based on t h e p l u g g i n g r e c o r d s t h a t were 

o b t a i n e d when the s e w e l l s were p l u g g e d i n 1986, 

yes, s i r , I have c o n f i d e n c e t h a t m i g r a t i o n w i l l 

be m i n i m a l . I see no re a s o n why t h e r e s h o u l d be 

m i g r a t i o n . 

On t h e Bar b a r a F e d e r a l No. 3, t h e y were 

u n a b l e t o pump i n t o e i t h e r a t above or below a t 

2,000 pounds, and t h e Bar b a r a F e d e r a l No. 7 t h e y 

cemented above t h e Abo f o r m a t i o n a t 4090 f e e t , 

and we s h o u l d have cement somewhere around t h e 

base of our d i s p o s a l i n t e r v a l a t about 5000 f e e t , 
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based on cement c a l c u l a t i o n s . 

EXAMINER CATANACH: I have no f u r t h e r 

q u e s t i o n s of t h e w i t n e s s . 

MR. COOTER: My n e x t w i t n e s s i s Mr. 

Cheney. 

MITCHEL E. CHENEY 

Having been f i r s t d u l y sworn upon h i s o a t h , was 

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

EXAMINATION 

BY MR. COOTER: 

Q. S t a t e your name f o r t h e r e c o r d p l e a s e , 

s i r . 

A. M i t c h Cheney. 

Q. By whom are you employed, Mr. Cheney? 

A. Southwest R o y a l t i e s . 

Q. That i s f o r t h i s case? 

A. Yes, as a c o n s u l t a n t . 

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

p r o f e s s i o n a l e x p e r i e n c e f o r Mr. Catanach? 

A. I have a b a c h e l o r ' s of s c i e n c e i n 

ge o l o g y f r o m t h e U n i v e r s i t y of M i c h i g a n ; 

g r a d u a t e d i n 1980. I was employed as a p e t r o l e u m 

g e o l o g i s t f o r Exxon Company, U.S.A., from 1980 

u n t i l June 1987, and have been an in d e p e n d e n t 

p e t r o l e u m g e o l o g i s t f r o m 1987 t i l l p r e s e n t , 
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c o n s u l t i n g on o c c a s i o n . 

Q. Were you asked t o r e v i e w t h e area 

i n v o l v e d i n t h i s a p p l i c a t i o n ? 

A. Yes. 

Q. And by whom were you asked t o do t h a t ? 

A. R i c h M a s t e r s o n a t Southwest R o y a l t i e s 

I n c . , VP of e x p l o r a t i o n . 

Q. Have you p r e v i o u s l y t e s t i f i e d b e f o r e 

t h i s Commission? 

A. Yes. 

Q. When was t h a t ? 

A. When I was w i t h Exxon s e v e r a l y e a r s 

ago . 

Q. But you've t r a v e l e d here and s a t i n 

t h i s c h a i r b e f o r e ? 

A. Yes. 

MR. COOTER: Are t h e w i t n e s s ' 

q u a l i f i c a t i o n s a c c e p t a b l e ? 

EXAMINER CATANACH: They a r e . 

Q. I n r e f e r e n c e t o t h e J u l i e No. 1 w e l l 

w h i c h Southwest seeks t o c o n v e r t t o a wat e r 

d i s p o s a l w e l l , have you examined t h e a v a i l a b l e 

g e o l o g i c and e n g i n e e r i n g d a t a of t h a t area? 

A. Yes, I have . 

Q. Have you fou n d any e v i d e n c e of open 
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f a u l t s or any o t h e r h y d r o l o g i c c o n n e c t i o n between 

t h e d i s p o s a l zone and any un d e r g r o u n d s o u r c e of 

d r i n k i n g w a t e r , p o t a b l e w a t e r ? 

A. No, I h a v e n ' t . None w h a t s o e v e r . 

MR. COOTER: Tha t ' s a l l I have of t h i s 

w i t n e s s . 

EXAMINER CATANACH: I have no 

q u e s t i o n s . The w i t n e s s may be excused. 

MR. COOTER: Thank you. Jon Tate. 

JOM TATE 

Having been f i r s t d u l y sworn upon h i s o a t h , was 

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

EXAMINATION 

BY MR. COOTER: 

Q. Would you s t a t e y o u r name f o r t h e 

r e c o r d , p l e a s e , s i r . 

A. My name i s Jon Ta t e . 

Q. By whom are you employed? 

A. I work f o r S o u t h e a s t R o y a l t i e s i n 

M i d l a n d . 

Q. How l o n g have you been employed by 

Southwest R o y a l t i e s ? 

A. Almost f o u r y e a r s now. 

Q. And i n what c a p a c i t y ? 

A. V i c e - p r e s i d e n t of l a n d . 
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Q. Have you p r e v i o u s l y t e s t i f i e d b e f o r e 

t h i s Commission? 

A. Yes, I have. 

Q. And made your q u a l i f i c a t i o n s a m a t t e r 

of r e c o r d ? 

A. Yes, I have. 

MR. COOTER: Are Mr. Tate's 

q u a l i f i c a t i o n s a c c e p t a b l e , s i r ? 

EXAMINER CATANACH: They a r e . 

Q. Let me d i r e c t your a t t e n t i o n t o what 

has been marked as E x h i b i t No. 14. Would you 

i d e n t i f y t h a t , p l e a s e , s i r . 

A. Yes, s i r . That i s a copy of a S a l t 

Water D i s p o s a l Agreement i n t o w h i c h Southwest 

R o y a l t i e s has e n t e r e d w i t h Mr. Howard J. H o w e l l 

and h i s w i f e , B e t t y H o w e l l , who are t h e s u r f a c e 

owners o f t h e q u a r t e r s e c t i o n i n w h i c h our 

proposed "SWD" w e l l i s l o c a t e d . 

That agreement's d a t e d August 25, 1992. 

I t has an i n i t i a l p r i m a r y t e r m of f i v e y e a r s , 

renewable upon w r i t t e n n o t i c e a t t h e t e r m i n a t i o n 

of t h a t f i v e - y e a r p e r i o d , and i t c a l l s f o r us t o 

d i s p o s e o f w a t e r a t t h e r a t e of f i v e c e n t s per 

b a r r e l . 

Q. I b e l i e v e , under p a r a g r a p h 6 of t h a t 
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agreement, y o u r c o n v e r s i o n e f f o r t s must be 

com p l e t e d on or b e f o r e December 1 of t h i s y ear? 

A. Yes, s i r , t h a t ' s c o r r e c t . That was an 

agreement we e n t e r e d i n t o w i t h Mr. H o w e l l . He 

d i d n ' t want t o l e a v e i t open-ended, so we d e c i d e d 

t o p u t a t i m e l i m i t o f December 1 s t on our 

agreement. 

Q. Mr. and Mrs. H o w e l l are t h e owners o f 

the s u r f a c e o f t h e n o r t h e a s t q u a r t e r o f S e c t i o n 

17? 

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

MR. COOTER: That c o m p l e t e s my 

e x a m i n a t i o n o f t h i s w i t n e s s . 

EXAMINER CATANACH: I have no 

q u e s t i o n s . The w i t n e s s may be excused. 

MR. COOTER: Mr. Catanach, I would l i k e 

t o p o i n t o u t t h a t i n t h e f i l e on t h i s case I 

b e l i e v e you have c o p i e s o f t h e n o t i c e s s e n t t o 

Conoco, Yates and Ba r b a r a Fasken, and t h a t 

B a r b a r a Fasken has wai v e d any o b j e c t i o n t o i t . 

Yates P e t r o l e u m and Conoco a r e , of 

c o u r s e , here and t h e y have a l r e a d y made t h e i r 

s t a t e m e n t s . 

EXAMINER CATANACH: Y a t e s , Conoco and 

Bar b a r a Fasken a re t h e o n l y o f f s e t o p e r a t o r s ? 
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MR. COOTER -. Yes, s i r . 

EXAMINER CATANACH: B a r b a r a F a s k e n has 

w a i v e d any o b j e c t i o n ? 

MR. COOTER: Yes, s i r . 

EXAMINER CATANACH: Do y o u have a 

document t o t h a t e f f e c t ? 

MR. COOTER: Yes. I t h o u g h t one was 

f i l e d . L e t me han d y o u my c o p y . 

EXAMINER CATANACH: T h e r e may be one i n 

h e r e . 

MR. COOTER: T h a t c o m p l e t e s o u r c a s e . 

EXAMINER CATANACH: I s t h e r e a n y t h i n g 

f u r t h e r ? 

T h e r e b e i n g n o t h i n g f u r t h e r , Case 10559 

w i l l be t a k e n u n d e r a d v i s e m e n t . 

(And t h e p r o c e e d i n g s c o n c l u d e d . ) 

' do hereby cer'K- iW «<-.-* < v -
a com-ii'e record ovil.s p.--.-- ; 

the Examiner heaptaaoV C~2 '%S& t 

heard by me 6nj^b£^£c/f \ 
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