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MR. STOGNER: This hearing w i l l 

come t o order. 

We'll c a l l next Case Number 

9303, which i s the a p p l i c a t i o n of Penroc O i l Corporation f o r 

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

We'll c a l l f o r appearances. 

MR. KELLAHIN: Mr. Examiner, 

I'm Tom K e l l a h i n , the Santa Fe law f i r m of K e l l a h i n , K e l l a ­

h i n & Aubrey, appearing on behalf of Penroc O i l Corporation 

and I have one witness to be sworn. 

MR. STOGNER: Ca l l f o r addi­

t i o n a l appearances? 

MR. CARR: Mr. Examiner, my 

name i s W i l l i a m F. Carr, w i t h the law f i r m Campbell and 

Black, P.A., of Santa Fe. 

I represent ARCO O i l & Gas Com­

pany and I have one witness. 

MR. STOGNER: Are there any 

other appearances? There being none, w i l l the witnesses 

please stand a t t h i s time and r a i s e your r i g h t hand. 

(Witnesses sworn.) 

MR. STOGNER: Mr. Kellahin? 
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MR. KELLAHIN: Thank you, Mr. 

Stogner. 

MOHAMMED YAMIN MERCHANT, 

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

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q Mr. Merchant, would you please s t a t e your 

name and occupation? 

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

President of Penroc O i l Corporation based i n Hobbs, New Mex­

i c o . 

Q Mr. Merchant, you're also a petroleum en­

gineer by education, are you not? 

A Yes. 

Q And as a petroleum engineer you've t e s t i ­

f i e d before the O i l Conservation Commission and D i v i s i o n on 

numerous occasions, have you not? 

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

Q Have you caused on behalf of your company 

t h a t Commission Form C-108 be prepared and supplied to a l l 

the appropriate p a r t i e s f o r the a p p l i c a t i o n on behalf of 

your company to seek the approval of a s a l t water disposal 
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w e l l i n Lea County, New Mexico? 

A That i s c o r r e c t , I have. 

Q I have shown you, Mr. Merchant, what i s 

marked as the Commission Form C-108, marked as E x h i b i t Num­

ber One through E x h i b i t Number Th i r t e e n . Have you examined 

t h a t document and s a t i s f i e d y o u r s e l f t h a t the i n f o r m a t i o n 

depicted on these e x h i b i t s i s -- i s c o r r e c t ? 

A That i s c o r r e c t . The i n f o r m a t i o n i s cor­

r e c t . 

Q A l l r i g h t , we have some supplemental i n ­

formation w i t h regards t o some of the i n f o r m a t i o n shown on 

the disposal w e l l , and w e ' l l come to t h a t i n a moment. 

Was the i n f o r m a t i o n prepared on t h i s ex­

h i b i t done by you or compiled under your d i r e c t i o n and 

supervision? 

A Both. 

Q Would you summarize f o r the Examiner, Mr. 

Merchant, what you propose to do w i t h the State AF Well No. 

2 i n Section 8 of Township 18 South, Range 35 East, of Lea 

County, New Mexico? 

A The Well No. 2 c u r r e n t l y i s an Abo Reef, 

Abo producer. We intend to d r i l l out the cement and the 

bridge plugs and convert t h i s w e l l to a s a l t water disposal 

i n the Devonian formation. 

Q I t might be h e l p f u l to o r i e n t the Exam-
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i n e r as to the various l o c a t i o n s of w e l l s i n t h i s immediate 

area. 

Let's t u r n , i f you w i l l , please, to Exhi­

b i t Number Six, which i s the h a l f mile and the two mile rad­

ius p l a t of the area, and f i r s t of a l l , describe where, ap­

proximately t h i s w e l l i s located i n r e l a t i o n to any surface 

i n f o r m a t i o n , such as a highway or a community or something 

other than t h a t . 

Q Okay. The AF No. 2, the w e l l i n ques­

t i o n , i s located on the AF Lease, which i s approximately 

four miles from the small community of Buckeye, New Mexico. 

The w e l l i t s e l f i s located on the east side of Highway 8, 

State Highway 8 on the map, which i s a kind — which i s an 

ownership map. I t has always been shown on the west side 

but t h a t i s — t h a t ' s the way everybody have done i t so i t ' s 

shown t h a t way. 

Q Let's take a moment and f i r s t of a l l f i n d 

the proposed disposal w e l l t h a t ' s r e f e r r e d to as the AF 

the State AF No. 2 Well, and t h a t i s located i n the south­

west of the southeast quarter of Section 8? 

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

Q Okay. When we go immediately to the west 

i n the next 40-acre t r a c t there i s a w e l l symbol there. 

Would you i d e n t i f y t h a t w e l l f o r us? 

A Immediately to the west i s ARCO O i l & Gas 
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4011 Lease Well No. 1 producing from the Devonian formation. 

Q 4-0-1-1 No. 1? 

A Yes, 4-0-1-1, Well No. 1. 

Q And t h a t also produces from the Devonian 

formation? 

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

Q We'll come back to those wells i n a mo­

ment. Let's continue f u r t h e r to the west and i n the next 

40-acre t r a c t t h a t adjoins the ARCO w e l l , what i s t h a t well? 

A That i s the State AF No. 1, which Penroc 

O i l Corporation completed as a Devonian producer back i n Au­

gust, e a r l y September, l a t e August, e a r l y September, and i t 

i s c u r r e n t l y producing, or i t i s i n a producing s t a t u s . 

I t ' s s h u t - i n because of water disposal problems. 

Q As we go north of t h a t w e l l to the 4 0-

acre t r a c t to the n o r t h , we're r i g h t ont he edge of t h a t 

h a l f mile r a d i u s . There's another Penroc w e l l north of the 

l a s t one we described. What i s t h a t w ell? 

A That i s AF No. 3. That w e l l has been ap­

p l i e d f o r t o convert i t t o a disposal w e l l i n the Wolfcamp 

formation two weeks ago today. I t i s a noncommercial w e l l 

i n the Wolfcamp. 

MR. KELLAHIN: We'll have to 

get you the case number, Mr. Examiner, but t h i s was a case 

t h a t Mr. Merchant put on on January 20th and i t r e f e r s to 
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his request f o r a disposal on the Penroc AF No. 3 Well. 

MR. STOGNER: Has — do you 

know i f there's been an order issued out on t h a t , Mr. K e l l a ­

hin? 

MR. KELLAHIN: No, s i r , there's 

no order issued yet on t h a t case. 

MR. STOGNER: Was t h a t the one 

heard a t Mr. Catanach's hearing on — 

MR. KELLAHIN: Yes, s i r . 

MR. STOGNER: — January 2Cth? 

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

MR. STOGNER: Case Number 9 2 87? 

MR. KELLAHIN: There was two 

cases on t h a t docket f o r Penroc and I'm not sure which one 

i t i s . They followed i n sequence. 

MR. STOGNER: 

t i o n 8 of 18 South, 25 East? 

MR. KELLAHIN: 

i t . 

MR. STOGNER: 

Case Number 929 7. 

Q A l l r i g h t , t o complete our discussion of 

— or t o continue our discussion of w e l l s i n the immediate 

area, Mr. Merchant, l e t ' s go back t o the disposal w e l l now, 

or the proposed disposal w e l l , and l e t ' s look to the south. 

One was i n See-

That would be 

That would be 
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We're going down i n t o Section 17 now, the w e l l immediately 

t o the south of the disposal w e l l i n the northeast 

a c t u a l l y i t ' s the northwest quarter of the northeast quarter 

of 17. Would you i d e n t i f y t h a t w e l l f o r us? 

A That i s ARCO O i l & Gas Lee 403 Well No. 

6, which was a t one time completed i n the Devonian formation 

and l a t e r on plugged and abandoned i n August of 1981. 

Q As we move to the south and west of the 

ARCO 40 3 No. 6 Well, r i g h t on the edge of the h a l f mile 

radius i s a No. 5 Well? 

A That i s c o r r e c t . That's another ARCC 

w e l l , Lee 403 State No. 5, which again was pe r f o r a t e d i n the 

Devonian and plugged i n March of 19 75. 

Q A l l r i g h t , then f i n a l l y , as we continue 

around t h a t h a l f mile radius clockwise, we get up to the 

northwest of the northwest of 17. There's also an ARCO w e l l 

t h e r e , i s there not? 

A That i s c o r r e c t . That's Well No. 4 and 

i t ' s completed i n the Abo or Abo Reef at 8800 plus or minus. 

And i t i s a producer c u r r e n t l y . 

Q I t h i n k we've i d e n t i f i e d most of the key 

wel l s i n the h a l f mile r a d i u s , Mr. Merchant. Let's go now 

and r e f e r s p e c i f i c a l l y to the proposal f o r the disposal w e l l 

and have you i d e n t i f y what i s marked as E x h i b i t Number Two. 

A Okay, E x h i b i t Number Two i s Commission 
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Form C-101, b a s i c a l l y o u t l i n i n g Penroc's plans to d r i l l out 

the cast i r o n bridge plugs and complete the w e l l as a 

disposal w e l l i n the lower Devonian. 

Q You're complete — to deepen the w e l l to 

a t o t a l depth of 12,000? 

A That i s our i n t e n t i o n s , to deepen i t t o 

12,000 f e e t . 

Q And where w i l l t h a t put you i n r e l a t i o n 

to the Devonian formation? 

A That w i l l give us approximately 200 f e e t 

from 11,800 t o 12,000 w i t h 200 f e e t of open hole. 

Q A l l r i g h t . The — the 12,000 f o o t i n t e r ­

v a l w i l l be at the base of the Devonian? 

A No, i t ' s the -- almost i n the middle of 

i t . 

Q Mid-Devonian, a l l r i g h t . Let's t u r n now 

to E x h i b i t Number Three, Mr. Merchant, and have you describe 

f o r us the proposed average and maximum d a i l y disposal rates 

t h a t you request f o r t h i s w e l l . 

A Once again, E x h i b i t Three i s a follow-up 

on Form C-108, b a s i c a l l y our d e t a i l i n g the data on Well No. 

2. I t also -- also l i s t s the average d a i l y i n j e c t i o n r a t e 

of 5000 b a r r e l s a day and a maximum of 10,000 b a r r e l s a day 

i n the Devonian form a t i o n . 

Q What w i l l be the a n t i c i p a t e d sources of 
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water to be disposed of i n the well? 

A Part of the water i s going to be coining 

from the AF Lease produced from AF No. 1 and the other r e ­

maining water would be coming from other sources i n the 

Buckeye area. 

MR. KELLAHIN: Mr. Examiner, at 

t h i s p o i n t we would request t h a t you take a d m i n i s t r a t i v e 

n o t i c e of the water analyses t h a t were submitted i n Case 

9297, one of which i s included i n t h i s package but there are 

-- there are other water analyses, which I need to get f o r 

you from t h a t case f i l e . 

In a d d i t i o n , t h a t case f i l e 

contains the waiver of the surface owner f o r the p r i o r d i s ­

posal w e l l request and also includes the subject w e l l . 

MR. STOGNER: We'll take admin­

i s t r a t i v e n o t i c e of the records i n Case No. 9297 and who 

might the surface owner be? 

MR. KELLAHIN: A l l r i g h t , the 

surface owner i s Mr. B i l l Lee, he and hi s f a m i l y . 

MR. STOGNER: And he owns the 

surface? 

the surface. I t ' s a ranch. 

s t a t e lease? 

MR. KELLAHIN: His f a m i l y owns 

MR. STOGNER: Now, i s t h i s a 
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A No. 

MR. KELLAHIN: No, s i r , i t ' s a 

fee p r o p e r t y , i s i t not? 

A I t ' s a -- no. The surface i s leased by 

B i l l Lee from the State, the grazing r i g h t s , B i l l and R. D. 

Lee. 

MR. STOGNER: Okay, and has the 

State Land O f f i c e been n o t i f i e d ? 

A The State Land O f f i c e has been n o t i f i e d . 

Q And t h a t would also be i n the record of 

the previous case. 

A Of the previous w e l l , t h a t i s c o r r e c t . 

Q Let's t a l k about the a n t i c i p a t e d pres­

sures f o r the d i s p o s a l , Mr. Merchant. What w i l l be your r e ­

commendations w i t h regards t o i n j e c t i o n l i m i t a t i o n pressures 

on the well? 

A Well, f i r s t of a l l , we do not a n t i c i p a t e 

any i n j e c t i o n pressures based on Penroc's experience i n the 

Devonian F i e l d , e s p e c i a l l y the one to the south of t h i s 

f i e l d , and they are b a s i c a l l y being disposed under vacuum, 

and t h a t ' s what we expect i n our w e l l , but we s t i l l would 

l i k e to have permission to a maximum pressure of 500 pounds. 

Q Let's spend a moment and discuss the po­

t e n t i a l f o r contamination of any fres h water sources by d i s ­

posal i n t o the Devonian. 
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Based upon your i n v e s t i g a t i o n , what i s 

your opini o n as t o the p o t e n t i a l sources of fr e s h water i n 

the immediate area? 

A The only f r e s h water which e x i s t s i n the 

area, to the best of my knowledge, i s from approximately 200 

- 250 f e e t i n the Og a l l a l a formation. We being almost 

12,000 f e e t from — from t h a t depth and a good — good 

cementing and casing j o b , we do not a n t i c i p a t e any problems. 

Q Do you see any wellbores w i t h i n the h a l f 

mile radius t h a t are d e f e c t i v e to such an extent t h a t they 

w i l l serve as conduits by which disposal f l u i d s would mi­

grate from the Devonian i n t o the shallower Ogallala forma­

t i o n ? 

A The two plugged ARCO w e l l s , the Lee 40 3 

No. 5 and the Lee 40 3 No. 6, E x h i b i t Eight and Nine, we be­

l i e v e they have been pro p e r l y plugged by ARCO back i n 1981 

and 19 75; t h e r e f o r , we do not expect t h a t there would be any 

contamination because of our d i s p o s a l . 

Q I n your examination of we l l s i n t h i s h a l f 

mile r a d i u s , Mr. Merchant, do you see any producing w e l l s 

t h a t are completed i n such a way t h a t they w i l l serves as 

sources of — by which disposal f l u i d s can migrate to sh a l ­

lower f r e s h water sands? 

A No, s i r , I don't. 

Q Let me d i r e c t your a t t e n t i o n now to the 
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p o t e n t i a l t o have volumes of water such as you propose to 

serve as a source by which o i l production i s adversely a f ­

fected or might be prematurely watered out because of your 

oper a t i o n . 

Let's t u r n , s i r , i f you w i l l , t o what i s 

marked as E x h i b i t Eleven. 

A E x h i b i t Eleven i s a s t r u c t u r e map of the 

Devonian formation i n t h a t f i e l d . 

Q A l l r i g h t , l e t ' s take a moment and iden­

t i f y the we l l s so t h a t we get some sense of what you're 

about t o t e l l us. 

Where i s the disposal well? 

A The disposal w e l l i s located i n Section 8 

on the east side of the f a u l t l i n e , which i s subsurface 

depth of -7882. 

Q And the ARCO w e l l immediately to the west 

i s the next dot? 

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

Q I don't see a footage depth on t h a t w e l l . 

A I don't — I don't have i t on t h i s p a r t i ­

c u l a r map, Mr. K e l l a h i n , but the w e l l immediately t o the 

west, which i s Penroc producer i n the Devonian, State AF No. 

1 i s subsurface depth -7535, and the ARCO w e l l should be 

w i t h i n 50 — 50 f e e t , plus or minus, of the AF No. 1. 

Q What i s your best i n f o r m a t i o n w i t h r e -
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gards t o the producing i n t e r v a l p e r f o r a t e d by ARCO i n t h a t 

w e l l t h a t o f f s e t s you to the west? 

A The ARCO — ARCO Well 4011 i s approxi­

mately 250 f e e t , p e r f o r a t e d 250 f e e t above the Devonian 

where we are proposing to dispose, and secondly, i t lays on 

the upper side of the f a u l t and the lower side of the f a u l t . 

Q The in f o r m a t i o n t a b u l a t e d by you on the 

ARCO 4011 No. 1 Well i s found on what page, s i r ? 

A Okay, i t ' s on what's marked immediately 

a f t e r e x h i b i t — marked E x h i b i t Seven, i t ' s the second page. 

Q Second page a f t e r Seven, at the bottom of 

th a t page i s the p e r f o r a t e d i n t e r v a l s f o r the ARCO 4011-1 

We 11 ? 

A That i s c o r r e c t , and i t i s shown as 

11,506 t o 11,586 f e e t . 

Q I n examining the i n f o r m a t i o n about the 

disposal w e l l , have you determined whether or not there i s 

any discrepancy i n the i n f o r m a t i o n between the scout t i c k e t 

on -- on your disposal w e l l and the i n f o r m a t i o n displayed i n 

the C-108? 

A That i s c o r r e c t , Mr. K e l l a h i n . When 

t h i s , these e x h i b i t s were prepared i n f o r m a t i o n we had from 

the previous operator, i t showed t h a t the 7-inch casing was 

set i n the Devonian i n the subject w e l l f o r a p p l i c a t i o n , the 

7-inch casing supposedly was set a l i t t l e b i t higher than 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

17 

where the scout r e p o r t shows. I n f u r t h e r i n v e s t i g a t i o n i n 

the l a s t few days, the scout r e p o r t i s c o r r e c t . 

Q But you give us the necessary i n f o r m a t i o n 

by which we can c o r r e c t E x h i b i t Number Five? 

A Yes, I w i l l submit a d d i t i o n a l i n f o r m a t i o n 

which w i l l show the 7-inch casing at 11,850 f e e t r a t h e r than 

at 7,000 — I mean 11,837. 

Q So the 11,837 on E x h i b i t Five should be 

changed t o be 11, --

A 850 . 

Q -- 850. 

A And also based on the scout r e p o r t , which 

i s l a t e r on confirmed, the previous operator i n 1964 d i d 

p e r f o r a t e i t , the p e r f o r a t i o n s from 11,840 t o 11,848, and 

t e s t e d the Devonian r e s e r v o i r . 

Q A l l r i g h t , the p e r f o r a t i o n s again, s i r , 

are where? 

A 11,840 ~ 

Q A l l r i g h t . 

A — t o 11,848; were acidized and tested 

water. I f I may, I — i f the Examiner would l i k e , I would 

l i k e to submit the copy of the scout r e p o r t s on t h i s -- on 

t h i s w e l l . 

MR. KELLAHIN: I have an e x t r a 

copy of t h a t , Mr. Examiner, and I ' l l supply one to Mr. Carr. 
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Here i s the scout t i c k e t t h a t Mr. Merchant i s r e f e r r i n g t o . 

MR. STOGNER: Mr. Merchant, i s 

there any record of the -- how much i t took to squeeze these 

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

A Unless there i s a record i n the O i l Com­

mission f i l e s , I do not have a record of i t . 

MR. STOGNER: Okay, you know of 

no record t h a t these p e r f s were indeed squeezed or anything? 

A No. 

MR. STOGNER: Let's see, w e l l , 

now, l e t me ask you t h i s . You show a plugged back TD at 

11,409. Was i t t e s t e d down i n a deeper zone and then plug­

ged back? 

A That i s c o r r e c t . Based on the scout r e ­

p o r t and the Commission f i l e s i n the Hobbs OCD o f f i c e , they 

p e r f o r a t e d the w e l l from 840 t o 848, acidized w i t h 1000 g a l ­

lons, swab te s t e d i t f o r water, and plugged back to 11,750, 

p e r f o r a t e d i n what I would assume t h a t i t ' s Upper Devonian, 

ac i d i z e d w i t h 2000 gallons and swabbed dry. 

MR. STOGNER: Okay. I j u s t 

wanted t o cl e a r t h a t up. Thank you. 

Q Let's go back to Page 11 now t h a t shows 

the s t r u c t u r e map. 

What i s your i n f o r m a t i o n w i t h regards t o 

the c u r r e n t producing rates on the ARCO w e l l to the west? 
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A To the best of my knowledge the ARCO w e l l 

i s averaging 40 b a r r e l s of o i l and a l i t t l e over 2000 bar­

r e l s , I t h i n k i t ' s about 2200 b a r r e l s of water a day. 

Once again, the Penroc w e l l which i s to 

the immediate west, the AF No. 1, which r e a l l y completed i n 

l a t e August, e a r l y September, i t ' s averaging, or was aver­

aging u n t i l we shut i t i n f o r water disposal problems, was 

averaging 150 b a r r e l s of o i l and 1800 b a r r e l s of water a 

day. 

Q When we look at your w e l l to the west of 

the ARCO w e l l , what i s the p e r f o r a t e d i n t e r v a l f o r t h a t 

w e ll? Do you know approximately what i t i s ? 

A I can t e l l you i n j u s t a second. I t ' s 

per f o r a t e d from 11,513 to 11,573. 

Q Do you have an op i n i o n , now, Mr. Mer­

chant, as to whether or not your proposed disposal i n the 

i n t e r v a l as requested w i l l cause an adverse impact upon your 

a b i l i t y t o produce the Devonian o i l as w e l l as ARCO's a b i l ­

i t y t o produce the remaining Devonian o i l ? 

A Based, again based on my experience w i t h 

the Devonian r e s e r v o i r i n Lea County, New Mexico, I don't 

know of any r e s e r v o i r s which have produced or are capable of 

producing on the low side of the f a u l t where t h i s disposal 

w e l l e x i s t s and both w e l l s , both Penroc State AF No. 1, as 

w e l l as the 4011 of ARCO, they e x i s t on the up-dip side or 
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on the upper side of the f a u l t , so I don't b e l i e v e t h a t 

t h e y ' l l have any adverse e f f e c t on e i t h e r one of them two 

we l l s i n term of o i l production. 

Q Describe f o r the Examiner what procedure 

you propose to f o l l o w i n changing the c u r r e n t i n f o r m a t i o n --

the c u r r e n t wellbore to the proposed completion f o r 

di s p o s a l . Describe f o r him your procedure. 

A Okay. I'd l i k e t o go back t o the — to 

E x h i b i t Five, which shows the c u r r e n t wellbore on the State 

AF No. 2 and the proposed — and what v/e propose t o do i s 

squeeze the ABo perfs from 8937 to 9025 and 9050 f e e t and 

9080 and d r i l l out the cement bridge plug at 9702 and 

10,100, deepen the w e l l from i t s present depth of 11,850 

down t o 12,000 f e e t . 

Q What w i l l you then do? 

A We would run a s t r i n g of 3-1/2 inch , 

e i t h e r 2-7/8ths or 3-1/2 inch t u b i n g , p l a s t i c coated t u b i n g , 

w i t h 7-inch packer, and begin disposal process. 

MR. STOGNER: What size of 

tubing again, 2-7/8ths or what? 

A Or 3-1/2. 

MR. STOGNER: Okay. Thank you. 

Q P r i o r to commencing disposal w i l l you 

t e s t the w e l l t o see i f there's any remaining o i l t h a t could 

be recovered from the well? 
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A Since t h i s a p p l i c a t i o n was f i l e d , we have 

had access to a d d i t i o n a l i n f o r m a t i o n , e s p e c i a l l y the scout 

re p o r t s back from 1964, which i n d i c a t e d t h a t the w e l l DST1d 

f o r -- w i t h f r e e o i l , 928 f e e t of f r e e o i l and no water. 

The previous operator, Texas P a c i f i c , d i d p e r f o r a t e and 

t e s t e d the w e l l , which I i n d i c a t e d e a r l i e r , swabbed acid 

water and then l a t e r on formation water w i t h trace of o i l , 

but since there was -- there i s a chance t h a t there might be 

some o i l t h e r e , we w i l l — n a t u r a l l y , we're i n the o i l 

business and not water disposal business, per se, we would 

l i k e t o t e s t and we w i l l t e s t f o r o i l production i n the No. 

2 Well from the Devonian. 

Q Do you have the r i g h t s t o recover o i l i n 

t h i s wellbore? 

A Yeah, we do have the r i g h t s and i f t h a t ' s 

the case, w e ' l l make a producer r a t h e r than a disposal w e l l . 

Q Have you provided n o t i c e as required by 

the D i v i s i o n r u l e s t o a l l the o f f s e t operators t h a t are a f ­

f e c t e d by the a p p l i c a t i o n ? 

A Mr. K e l l a h i n , Mr. Examiner, we have the 

E x h i b i t T h i r t e e n , the l a s t — the l a s t e x h i b i t of t h i s 

package, shows n o t i f i c a t i o n to a l l the o f f s e t operators by 

c e r t i f i e d m a i l . 

Q Have you received any o b j e c t i o n from Tex­

aco as t o the disposal? 
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A Have not received any o b j e c t i o n from Tex­

aco . 

Q And have you received any o b j e c t i o n from 

Bledsoe Petroleum Corporation? 

A No, s i r , I haven't. I n f a c t , they have 

c a l l e d at l e a s t three times wanting to know when we'd be 

ready t o dispose because they are i n a bind disposal-wise 

and they would l i k e t o give us some water. 

Q A l l r i g h t . Have you received any 

response or i n q u i r i e s from Maralo, Inc.? 

A Yes, I d i d received a l e t t e r from Maralo, 

dated January the l l t h , which was addressed to the O i l Con­

se r v a t i o n D i v i s i o n , of which I have a copy, i n which they 

are the one who brought my a t t e n t i o n to the scout r e p o r t and 

I f u l l y agree w i t h them, i f t h a t ' s the case, we w i l l not be 

disposing where we said we would dispose. We'll dispose be­

low 12,000 f e e t . 

Q What i s your response to the Examiner 

w i t h regards t o the Maralo request, then, t h a t the disposal 

i n t e r v a l be confined t o depths below the 12,000 f o o t i n t e r ­

val? 

A F i r s t of a l l , w e ' l l be t e s t i n g the Devon­

ian pay from 11,840 t o 11,850, or h o p e f u l l y j u s t the top 

p a r t of i t , and i f i t i s a producer, n a t u r a l l y we are not 

going any f u r t h e r . We're going t o make i t a good producer 
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and hope f o r a 200-barrel a day w e l l , but i f t h a t turns out 

to be not t r u e , noncommercial, then we w i l l go down below 

12,000 f e e t and do what Maralo i s recommending or sugges­

t i n g . 

Q Let me d i r e c t your a t t e n t i o n now to your 

no t i c e o t Mr. Lee. Has Mr. lee objected to the proposed 

disposal i n the well? I beli e v e he's the grazing lessee 

owner i n the area? 

A He i s the grazing lessee and he has had 

no o b j e c t i o n . I n f a c t , he wanted t o be here today to t e s ­

t i f y on our behalf but I d i d n ' t t h i n k i t was necessary. 

Q F i n a l l y now, l e t me d i r e c t your a t t e n t i o n 

to ARCO as the o f f s e t operator. Have you received any ob­

j e c t i o n or i n q u i r y from ARCO as to the operation? 

A S h o r t l y a f t e r we f i l e d the a p p l i c a t i o n I 

received a phone c a l l from ARCO i n d i c a t i n g t h a t they might 

have some o b j e c t i o n s . They're concerned about the producer, 

Lee 411, immediately to the east -- to the west, I'm sor r y , 

and they i n d i c a t e d they would l i k e t o run some t e s t s to make 

sure t h a t there i s no communication between our w e l l and 

t h e i r w e l l , between the disposal and the producer, and I 

don't have a problem w i t h i t , as f a r as running some kind of 

t e s t . 

Q Do you have a suggestion to the Examiner 

as t o the various possible t e s t s t h a t might be conducted i n 
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conjunction w i t h determining the separation between the pro­

duct i o n i n the ARCO w e l l and the disposal i n the proposed 

disposal w e l l ? 

A I t h i n k , since ARCO i s the one who has 

suggested they would l i k e t o see some t e s t s , I'm convinced 

t h a t we do not have — those two r e s e r v o i r s are completely 

two d i f f e r e n t r e s e r v o i r s , being on opposite sides of the 

f a u l t , but i f ARCO have a desire to run one t e s t or two 

t e s t s , once we deepen the w e l l , squeeze the p e r f o r a t i o n s 

and deepen the w e l l and so on and so f o r t h , ARCO i s more 

than welcome to run any or whatever t e s t s they want to run 

at t h e i r own expense. 

Q Y o u ' l l make your wellbore a v a i l a b l e f o r 

whatever t e s t s t h e i r engineers determine i s appropriate? 

A As long as i t ' s done d i l i g e n t l y , yes. 

Q Well, what are the types of t e s t s t h a t 

you would b e l i e v e t o be reasonable to conduct i n the 

wellbore? 

A One of the t e s t s which i s known to the 

in d u s t r y i s c a l l e d pulse t e s t i n g . I believe t h a t ' s one of 

the t e s t s they might be i n c l i n e d t o run. 

Q And you have no o b j e c t i o n to the wellbore 

being u t i l i z e d f o r t h a t type of t e s t ? 

A I don't have no o b j e c t i o n whatsoever. 

Q Let's t u r n now t o E x h i b i t Number Ten, Mr. 
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Merchant, and have you i d e n t i f y t h a t e x h i b i t . 

A E x h i b i t Twelve? 

Q Ten. 

A Ten, I'm so r r y . 

Q I t ' s a water a n a l y s i s , I b e l i e v e . 

A Okay. E x h i b i t Ten i s a copy of the water 

a n a l y s i s . The one on the l e f t h a n d side — on the le f t h a n d 

column says water w e l l , which i s a f r e s h water w e l l which 

e x i s t s approximately four miles east, northeast, east, of 

the captioned w e l l . I t belongs t o B i l l and R. D. Lee. 

The water analysis on the righthand 

column comes from the Penroc w e l l , State AF No. 1, producing 

from the Devonian. 

Q Do you a n t i c i p a t e any d i f f i c u l t y w i t h 

disposal of produced water from the Devonian formation back 

i n t o the Devonian w i t h t h i s disposal well? 

A Mr. K e l l a h i n and Mr. Examiner, t h i s i s 

being done a l l over Lea County, New Mexico, and I don't see 

t h a t t h i s one i s any d i f f e r e n t than anything else. 

Q Does the i n t r o d u c t i o n of the p o s s i b i l i t y 

of disposal from production i n the San Andres formation 

cause any i n c o m p a t i b i l i t y problems w i t h the water present i n 

the Devonian formation? 

A Not to my knowledge, but we — we w i l l --

any time we take any a d d i t i o n a l water, any f o r e i g n water 
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from anywhere, we w i l l run c o m p a t i b i l i t y t e s t s before we do 

so. 

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

whether approval of your a p p l i c a t i o n w i l l be i n the best i n ­

t e r e s t of conservation, the prevention of waste, and the 

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

A Yes, I do, f o r more than one reason. 

Penroc have e x i s t i n g w e l l which i s c u r r e n t l y shut i n . I t 

came i n at 640/650 b a r r e l s of o i l a day and w i t h i n three 

months declined to 150 b a r r e l s a day and th a t ' s where be be­

l i e v e i t ' s going to p r e t t y w e l l stay w i t h a normal dec 11ine 

r a t e of a Devonian r e s e r v o i r , but at the same time we l i f t 

approximately 1800 b a r r e l s of water a day, which we don't 

have no place — nowhere to go w i t h . 

Also, i n t h i s area, as many people are 

aware i n the Buckeye area, i n c l u d i n g ARCO, have q u i t e 

q u i t e a few problems g e t t i n g r i d of the produced water and 

i f we don't have room to dispose produced water, w e ' l l be 

looking a t l o s i n g a l o t of reserves, not only j u s t Penroc 

but many other operators. 

MR. KELLAHIN: That concludes 

my examination of Mr. Merchant. 

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

of h i s E x h i b i t s One through T h i r t e e n . 

MR. STOGNER: Are there any ob-
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j e c t i o n s ? 

MR. CARR: No o b j e c t i o n s . 

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

through T h i r t e e n w i l l be admitted i n t o evidence at t h i s 

time. 

Mr. Carr, your witness. 

MR. CARR: Thank you, Mr. 

Stogner. 

CROSS EXAMINATION 

BY MR. CARR: 

Q Mr. Merchant, as I understand your 

testimony, i t was Maralo t h a t sent you scout t i c k e t s t h a t 

caused you to suspect the w e l l might be capable of producing 

some o i l , i s t h a t r i g h t ? 

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

Q And i t was the o r i g i n a l d r i l l stem t e s t 

i n f o r m a t i o n on the w e l l t h a t caused you to decide you'd 

b e t t e r t e s t the w e l l before you convert i t t o disposal? 

A Would you repeat your question again, 

please? 

Q Was i t the o r i g i n a l d r i l l stern t e s t data 

t h a t caused you to decide to t e s t the w e l l f o r o i l before 

converting to disposal? 

A That i s c o r r e c t . Just the recovery on 
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the d r i l l stem t e s t . The chances of making a producer are 

going to be s l i m but --

Q But i t ' s worth a t e s t . 

A — i t ' s worth a t e s t . 

Q And i f I understood your testimony, Mara­

lo requested t h a t you t e s t the w e l l , or suggested t h a t you 

t e s t the w e l l and d i d you say t h a t i n any event they reques­

ted t h a t you dispose below 1200 feet? 

A They — 

Q Or 12,000 feet? 

A Maralo d i d not request t h a t we t e s t the 

w e l l . Maralo suggested t h a t -- and i f you would l i k e , I 

w i l l read those two l i n e s o f f the l e t t e r , "the presence of 

an o i l column on the downthrown side of the major f a u l t con­

t r o l l i n g the South Vacuum accumulation" t h a t they recommend 

to the O i l Commission t h a t we dispose below 12,000 f e e t , and 

we do not — Penroc does not have no problem w i t h t h a t . 

Q As I look at your schematic drawing, 

which i s E x h i b i t Number Five, the t o t a l depth of the w e l l 

you propose i s 12,000 f e e t . Are you i n t e n d i n g to go below 

that? 

A We w i l l — since Maralo's l e t t e r of Jan­

uary l l t h , yes, we w i l l have t o go below 12,000 f e e t . 

Q And how much below 12,000 f e e t do you 

plan to take the w e l l ? 
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A A couple of hundred f e e t . 

Q And what would be the disposal i n t e r v a l 

now i n the well? 

A A f t e r we -- a f t e r we deepen the well? I t 

w i l l be from 12,000 to 12,200. Since I don't have access to 

a log t o see how t h i c k of a r e s e r v o i r we have, 200 should be 

pl e n t y . 

Q Now, i f , as I understand i t , the ARCO 

w e l l i s only 300 or 1320 f e e t from the proposed disposal 

w e l l , i s n ' t t h a t c o r r e c t ? 

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

Q And so to assure t h a t — to prevent any 

problem i n the ARCO w e l l t h a t might r e s u l t from water d i s ­

posal, you need t o have t h a t f a u l t t h ere. 

A That's our whole contention and I t h i n k 

Maralo's l e t t e r i s p o i n t i n g towards the same t h i n g ; they 

agree w i t h us t h a t there i s a major f a u l t c o n t r o l l i n g the 

South Vacuum F i e l d , but a t the same time, l i k e I t e s t i f i e d 

j u s t moments ago, t h a t we do not have any problem ARCO run­

ning a t e s t to s a t i s f y themselves. 

Q And they'd have to s a t i s f y themselves not 

only the f a u l t i s there but t h a t i t i s a se a l i n g f a u l t , 

i s n ' t t h a t c o r r e c t ? 

A Whatever s u i t s t h e i r fancy. 

Q Now you i n d i c a t e d you wouldn't have any 
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o b j e c t i o n f o r ARCO t e s t i n g the w e l l . Would you be w i l l i n g 

to bear the expense of those t e s t s ? 

A I w i l l bear the expense of deepening the 

w e l l but I w i l l not be open f o r paying the cost of the t e s t 

whatsoever. 

Q I f we look at your E x h i b i t Number Three, 

which i s the attachment t o Form C-108, you i n d i c a t e t h a t a 

maximum i n j e c t i o n r a t e would be 10,000 b a r r e l s of water per 

day. Now you have a need f o r 1800 b a r r e l s r i g h t now, i s 

t h a t c o r r e c t ? 

A We have a need f o r 1800 or l e s s . 

Q And you were planning to use the w e l l 

also f o r a commercial disposal operation? 

A We c e r t a i n l y intend to do so because we 

have had requests from several other operators i n the — i n 

the o f f s e t t i n g area, who would l i k e to u t i l i z e the w e l l . 

Q Are you also using the AF No. 3 f o r 

a commercial disposal operation? 

A No, w e ' l l be using AF No. 3 f o r our own 

di s p o s a l . 

Q Do you operate any other disposal w e l l s 

i n the area? 

A Not — when you say i n the area, you're 

t a l k i n g — 

Q Wi t h i n f i v e miles? 
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A No, but I w i l l be. 

Q Do you have a disposal w e l l i n the San 

Andres up i n Section 2 to the — to the northeast? 

A I have f i l e d an a p p l i c a t i o n to do so. 

Q Do you have any other a p p l i c a t i o n s 

pending? 

A No, s i r , none other than t h a t . 

Q Is t h a t w e l l — i s t h i s a l l the same 

lease t h a t you're — i s the AF-3 and the AF-2, are they on 

the same lease? 

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

Q And the lease would be — unless you're 

able to r e t u r n the No. 2 t o producing s t a t u s , you'd be using 

i t only f o r disposal purposes. 

A The No. 2 Well, yes. 

Q As w e l l as the No. 3? There are no other 

w e l l s on t h a t lease. 

A No. 1. No. 1 i s a producer, Mr. Carr. 

I t ' s 150-barrel a day w e l l . 

Q And tha t ' s the 1800 b a r r e l , or less, 

water producer? 

A 1800, give or take a b a r r e l or two, 

which i s c u r r e n t l y shut i n . 

Q But i t i s not possible t o use the AF No. 

3 f o r the water t h a t you're now proposing to dispose i n the 
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AF No. 2? 

A AF No. 3 i s going to be a disposal w e l l 

i n the Wolfcamp fo r m a t i o n , which, t o my knowledge, we don't 

know e x a c t l y how i t ' s going to act f o r a period once we 

s t a r t disposing. 

MR. CARR: I have no f u r t h e r 

questions. 

MR. STOGNER: Mr. K e l l a h i n , do 

you have r e d i r e c t ? 

MR. KELLAHIN: No, s i r . 

CROSS EXAMINATION 

BY MR. STOGNER: 

Q Okay, l e t ' s see, I'm a l i t t l e confused 

here on the i n j e c t i o n i n t e r v a l . I see i t was advertised 

today as being 11,837 to 12,000 f e e t . Now the 11,837 was 

the based of the 7-inch casing but t h a t has been changed now 

to 11,850 f e e t , r i g h t ? 

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

Q Okay, now how much do you propose to 

deepen t h i s w e l l by? 
A We propose t o deepen i t approximately 

200 f e e t . 

Q More. 

A More, which w i l l put us — w e l l , i t w i l l 
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be — i t w i l l be more than t h a t , and I'm s o r r y , i t w i l l be 

more than t h a t . We'll be deepening i t below 12,000 f e e t t o 

accede w i t h Maralo's request. 

Q Okay, now w i l l the deeper p o r t i o n below 

12,000 f e e t , w i l l i t be plugged back or w i l l you be u t i l i z ­

i ng t h a t deeper p o r t i o n f o r i n j e c t i o n a l s o , or disposal? 

A I'm -- I'm not sure when you said plugged 

back. 

Q Are you going — are you going to have a 

deeper i n t e r v a l , i n j e c t i o n i n t e r v a l , than 12,000 feet? 

A That i s c o r r e c t . We'll deepen i t from — 

from 11,850, or 837, wherever t h a t casing might happen, I 

mean I'm not sure i f i t i s a t 837 or 850. Let's say i t i s 

at 850, we w i l l deepen i t from 11,850 to 12,200 f e e t and we 

w i l l run a 5-1/2 l i n e r i n s i d e t h a t open hole. 

Q So i t w i l l no longer be an open hole com­

p l e t i o n , then. 

A I t w i l l no longer be an open hole comple­

t i o n a f t e r t h a t , t h a t i s c o r r e c t . 

MR. STOGNER: Mr. K e l l a h i n , 

we're going t o have o t r e a d v e r t i s e t h i s , since we're going 

t h a t e x t r a 200 f e e t and the e a r l i e s t we can get t h a t read-

v e r t i s e d would be March — the f i r s t hearing i n March and I 

MR. KELLAHIN: I believe t h a t ' s 
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the 3rd of March, i s i t not? The 2nd. 

MR. STOGNER: March 3rd. 

MR. KELLAHIN: The 2nd. 

(Thereupon a discussion was had o f f the record.) 

MR. STOGNER: Okay, w e ' l l go 

back on the record now. 

We'll have to re a d v e r t i s e t h i s 

f o r the March 2nd, 1988, hearing to s a t i s f y the extra depth 

there. 

Mr. K e l l a h i n , do you have 

anything f u r t h e r ? 

MR. KELLAHIN: Not at t h i s 

time, Mr. Examiner? 

MR. STOGNER: A l l r i g h t , Mr. 

Carr? 

MR. CARR: At t h i s time I'd 

c a l l Danny Campbell. I have no f u r t h e r questions of Mr. 

Merchant. 

RICHARD DANIEL CAMPBELL, 

being c a l l e d as a witness and having been duly 

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

sworn upon 
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DIRECT EXAMINATION 

BY MR.CARR: 

Q 

record, please? 

A 

Q 

A 

Q 

A 

Q 

ARCO? 

W i l l you s t a t e your f u l l name f o r the 

Richard Daniel Campbell. 

Mr. Campbell, where you do you reside? 

Midland, Texas. 

By whom are you employed? 

ARCO O i l & Gas i n Midland, Texas. 

And i n what capacity are you employed by 

A Senior Operations A n a l y t i c a l Engineer, 

handling the southeastern New Mexico area f o r ARCO. 

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

New Mexico O i l Conservation D i v i s i o n and had your creden­

t i a l s as a petroleum engineer accepted and made a matter of 

record? 

A Yes, I have. 

Q Are you f a m i l i a r w i t h what Penroc seeks 

w i t h t h i s a p p l i c a t i o n ? 

A Yes, I do. 

Q Are you f a m i l i a r w i t h the subject area? 

A Yes, s i r , very w e l l . 

MR. CARR: Are Mr. Campbell's 
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q u a l i f i c a t i o n s accepted? 

MR. STOGNER: Are there any ob­

je c t i o n s ? 

MR. KELLAHIN: No, s i r . 

MR. STOGNER: Mr. Campbell i s 

so q u a l i f i e d . 

Q Mr. Campbell, would you please r e f e r to 

what has been marked f o r i d e n t i f i c a t i o n as ARCO E x h i b i t Num­

ber One, i d e n t i f y t h i s , and review i t , please? 

A Yes. 'What you see here i s a yellow area 

which i s i n 18, 35, Section 18 and Section 17, i d e n t i f y i n g 

ARCO's acreage. The green dot i s the State AF No. 2, which 

Penrod -- Penroc proposes i n j e c t i o n i n t o the Devonian, and 

the red dot i s ARCO's Lee 403, 4011 State No. 1, o f f s e t t i n g 

i t t o the west. 

Q And what f i e l d i s the ARCO w e l l producing 

from? 

A Mid-Vacuum Devonian Pool. 

Q How many w e l l s are s t i l l producing from 

t h i s p a r t i c u l a r pool? 

A ARCO was the only w e l l l e f t i n Section 8 

and 17 u n t i l Penroc re-entered the AF No. 1 i n '87. 

Q Would you r e f e r to E x h i b i t Number Two and 

i d e n t i f y t h i s , please? 

A Yes. This i s the average d a i l y o i l and 
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water production f o r the Lee 4011 State No. 1, which ARCO 

operates. 

Q And what does t h i s show you? 

A I t shows the constant o i l r a t e of 40 to 

50 b a r r e l s a day f o r the l a s t three years, and a water r a t e 

of a l i t t l e over 2000 b a r r e l s a day. 

Q Now, Mr. Campbell, would you go to Exhi­

b i t Number Three and f i r s t of a l l i d e n t i f y the source of 

t h i s p a r t i c u l a r e x h i b i t ? 

A Yes. This i s a Devonian s t r u c t u r e , which 

was presented by Penroc i n t h e i r a p p l i c a t i o n f o r the dispo­

sa l w e l l AF No. 2. 

Q And what does t h i s show? 

A I t shows a major f a u l t running from the 

northwest to the southeast. The orange dot, s o l i d orange 

dot, i s ARCO's w e l l and the green dot w i t h the orange c i r c l e 

around i t i s Penroc's AF No. 2. 

Q Do the other dots on t h i s map show Devon­

ian w e l l s i n the immediate area? 

A Yes, i t does. 

Q Does ARCO dispute the existence of t h i s 

f a u l t ? 

A No. ARCO f i r m l y believes t h a t the Devon­

ian formation i s a h i g h l y f a u l t e d s t r u c t u r e . We f e e l l i k e 

there are probably more than the one f a u l t . The one f a u l t 
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t h a t i s shown i s the major f a u l t i n the area. 

Q Would you now r e f e r t o your E x h i b i t Num­

ber Four, which i s the cross s e c t i o n displayed on the w a l l , 

go t o the e x h i b i t and review f o r Mr. Stogner what i t shows? 

A Yes. What we have here on the w a l l i s 

sonic logs, acoustic times, and gamma ray, f o r the 4011 No. 

1 and the AF No. 2. 

Let's f i r s t look a t ARCO's w e l l . You 

have the Woodford Shale, the Lower M i s s i s s i p p i a n , and then 

you have the Devonian f o r m a t i o n , which we TD1d at about 

12,000 f e e t . 

You can see i n our w e l l t h a t the Devonian 

does occur over a 500-foot i n t e r v a l . 

I f you go t o the AF No. 2, when Texas Pa­

c i f i c o r i g i n a l l y d r i l l e d t h i s w e l l , they cut the Woodford 

Shale, d r i l l e d i n t o the top of the Devonian 10 f e e t , ran a 

DST, got the o i l show, i t ' s already been p r e v i o u s l y done, 

they a c i d i z e d w i t h 100C g a l l o n s , as the scout r e p o r t w i l l 

show, swabbed load o i l , some acid water, and as the forma­

t i o n water had (not c l e a r l y understood) and had worked t h e i r 

way back up-hole doing some t e s t i n g . 

Q How would you cha r a c t e r i z e the r e s e r v o i r 

i n t h i s area? How would you describe i t ? 

A We f i r m l y b e l i e v e t h a t the Devonian f o r ­

mation i s a f r a c t u r e d p o r o s i t y r e s e r v o i r . You can see t h a t 
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there's a f a u l t t h a t we've t a l k e d about between these two 

w e l l s . We have no problem w i t h t h a t . As a matter of f a c t , 

we f e e l l i k e there's more than t h a t because of the size of 

the Woodford Shale i n the two w e l l s and the size of the 

Lower M i s s i s s i p p i a n . There's probably more than one f a u l t 

i n the whole Devonian s t r u c t u r e , but only one major f a u l t 

being between the two w e l l s . And t h a t has created the domi­

nant p o r o s i t y i n the Devonian formation, which i s your (un­

c l e a r ) p o r o s i t y . 

Q Would you l i k e to r e t u r n t o your seat, 

now? 

A Okay. 

Q A l l r i g h t , Mr. Campbell, what i s the r e ­

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

A We f e e l l i k e the mechanism i s water en­

croachment i n the Devonian formation. 

Q And what would, i n your o p i n i o n , be the 

e f f e c t on t h i s r e s e r v o i r of Penroc's proposed i n j e c t i o n ? 

A They would be p u t t i n g a d d i t i o n a l mass, 

water mass, i n the Devonian formation around producers. 

Q And what would the — be the e f f e c t on 

the pressures i n the r e s e r v o i r of t h e i r i n j e c t i o n ? 

A Because the two producers i n the f i e l d 

are ARCO's 4011 No. 1 and Penroc 1s AF No. 1, which both s i t 

due west of the AF No. 2, they w i l l be c r e a t i n g a high pres-
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sure p o i n t w i t h i n the Devonian formation an the two produ­

cers are c r e a t i n g a low pressure p o i n t , and ARCO's w e l l i s 

i n between Penroc's two w e l l s and your water mass w i l l move 

d i r e c t l y west. 

Q I n your opini o n could t h i s i n j e c t i o n 

t h e r e f o r damage the Lee 4011 State No. 1 Well? 

A There's a very strong p o s s i b i l i t y t h a t we 

would see water problems i n our w e l l i n the very near 

f u t u r e . 

Q To p r o t e c t y o u r s e l f from t h a t p o t e n t i a l 

damage, would the f a u l t between them have to be a sealing 

f a u l t ? 

A Yes, i t would have to be a sea l i n g f a u l t 

to p r o t e c t us. 

Q Do you have an opinion as to whether or 

not t h a t i s i n f a c t a s e a l i n g f a u l t ? 

A Yes. I have the opinion t h a t i t i s not a 

sea l i n g f a u l t . 

Q And what i s t h a t opinion based on? 

A Based on DST data, o r i g i n a l DST data i n 

the Mid-Devonian F i e l d . 

Q Would you now r e f e r to ARCO Number Five 

and i d e n t i f y t h a t , please? 

A Yes. What you see here are the we l l s 

from Section 8 and Section 17 i n the Mid-Devonian F i e l d . 
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The 403 No. 4, the 4011 No. 1, and the AF 

No. 1, were the o r i g i n a l three w e l l s d r i l l e d i n the Mid-

Devonian F i e l d . ARCO, or S i n c l a i r at t h a t time, was the 

operator. Texas P a c i f i c was the operator of the AF No. 1. 

I f you look at the DST data, you can see 

t h a t the o r i g i n a l r e s e r v o i r pressure i s d e f i n i t e l y hanging 

around the 4700 pounds mark and a l l those f i n a l shut-ins are 

e i t h e r hour and a h a l f or two hour f i n a l shut-ins on the 

DST's. 

Q Are these w e l l s l i s t e d i n the order t h a t 

they were a c t u a l l y d r i l l e d and completed? 

A Very much so, and t h a t leads t o — as you 

walk on down, you s t a r t g e t t i n g i n t o around nine months of 

production when the AF No. 2 and AF No. 3 were tes t e d across 

the f a u l t , and you can see, even though they're deeper, you 

had a pressure drop i n the area because of the production. 

Q And what does t h i s t e l l you? 

A We f e e l l i k e t h i s t e l l s us there was a 

drawdown, a l o c a l i z e d drawdown i n the area t h a t was even e f ­

f e c t i v e across the f a u l t . 

Q And so does t h a t t e l l you whether or not 

t h i s i s a s e a l i n g f a u l t ? 

A Yes. We b e l i e v e i t leads to the f a c t 

t h a t i t i s not a s e a l i n g f a u l t , and also we go back to the 

DST data i n the 4011 No. 1, and i f you look at the DST data 
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i n the No. 1, ARCO cut 500-foot of the Devonian formation 

and as DST down through the Devonian formation, even though 

you get water production, you s t i l l have a r e s e r v o i r pres­

sure t h a t i s c o n s i s t e n t w i t h the top of the r e s e r v o i r , being 

t h a t i t ' s a l l i n communication. 

Q And what kind of p e r m e a b i l i t i e s do you 

experience i n t h i s r e s e r v o i r ? 

A From the DST data from the o r i g i n a l w e l l s 

you have somewhere around 100 m i l l i d a r c i e s of perm and we 

t h i n k t h a t ' s also shown i n the f a c t t h a t Penroc's No. 1, our 

4011 No. 1, and other w e l l s i n the area produce a l o t of 

f l u i d . 

Q In your opinion i s the formation capable 

of moving these f l u i d s ? 

A Yes, very e a s i l y . 

Q I n terms of — what would be the e f f e c t 

on your c o r r e l a t i v e r i g h t s i f Penroc's a p p l i c a t i o n was gran­

ted? 

A We f e e l the f a c t t h a t t h a t would be a 

high pressure p o i n t , ARCO would be operating at a low pres­

sure p o i n t , t h a t by t h e i r -- by the water moving i n a 

d i r e c t l y western d i r e c t i o n , we would water out any o i l pro­

duction on the ARCO lease t h a t would come from the south or 

from the west. We would lose t h a t o i l p roduction. 

Q That you'd be unable to produce o i l t h a t 
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you might otherwise be able to produce? 

A Correct. We're c u r r e n t l y operating at an 

economical s i t u a t i o n of 40 to 50 b a r r e l s a day and 2200 to 

2300 b a r r e l s a day of water. 

Q I n your opini o n would t h i s r e s u l t i n the 

waste of o i l ? 

A Yes, i t would. 

Q What i s ARCO's recommendation to the Exa­

miner i n t h i s case? 

A We ask t h a t they deny the a p p l i c a t i o n . 

Q Now, Mr. Campbell, you've heard Mr. 

Merchant t a l k today about t e s t i n g of the w e l l s i n t h i s 

immediate area to e s t a b l i s h whether or not there i s 

communication across the f r a c t u r e . 

Do you have a recommendation to make 

concerning any t e s t i n g t h a t might be made? 

A Yes. I f e e l l i k e i f they're wanting to 

use the Devonian — Mid-Devonian formation as an i n j e c t o r 

while we s t i l l have a producer d i r e c t l y o f f s e t t i n g them, 

they should do the t e s t i n g a t t h e i r cost t o show t h a t the 

f a u l t i s s e a l i n g because based on o r i g i n a l DST data, i t i s 

not. 

Q Now what kind of a t e s t would you 

recommend be run? 

A The t e s t i n g which Mr. Merchant has t a l k e d 
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about, the pulse t e s t i n g , i s a t e s t t h a t i s accepted i n the 

i n d u s t r y . The only other options I would know of at t h i s 

time i s doing build-ups on both w e l l s . That's probably a 

l i t t l e more r i s k y than the pulse t e s t . 

Q Do you have a recommendation as to one or 

the other? 

A I'd have to consult w i t h our experts 

w i t h i n the company t h a t are pressure people, but i n the past 

i n working w i t h them the pulse t e s t s have been t h e i r 

recommendation. 

Q Were E x h i b i t s One through Five prepared 

by you or compiled under your d i r e c t i o n and supervision? 

A Yes, they were. 

MR. CARR: At t h i s time, Mr. 

Stogner, we o f f e r ARCO E x h i b i t s One through Five. 

MR. STOGNER: Are there any 

objections? 

MR. KELLAHIN: No o b j e c t i o n s . 

MR. STOGNER: One through Five 

w i l l be admitted i n t o evidence. 

MR. CARR: That concludes my 

d i r e c t examination of Mr. Campbell, and I pass the witness. 

MR. STOGNER: Mr. Kellahin? 

MR. KELLAHIN: Thank you. 
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CROSS EXAMINATION 

BY MR. KELLAHIN: 

Q Mr. Campbell, describe f o r me v/hat i t i s 

th a t you do f o r the Midland o f f i c e of ARCO. What i s your 

s p e c i f i c area of r e s p o n s i b l i t y ? 

A I have anything from the Vacuum F i e l d 

over to close to the Abo, Empire Abo F i e l d . I do a l l the 

re s e r v o i r and d r i l l i n g proposals i n t h a t area. 

Q Are you the s t a f f engineer assigned the 

task of monitoring the production from the Lee 4011 State 

No. 1 Well? 

A Yes, I am. 

Q I n watching t h a t w e l l ' s performance, have 

you seen any f l u c t u a t i o n i n i t s production based upon what 

i s o c c u r r i n g w i t h the Penroc w e l l t o the west of your loca­

t i o n ? 

A I t h i n k i f y o u ' l l go back and look at the 

records y o u ' l l see t h a t the w e l l was j u s t done i n August and 

you've only got three months of production from the AF No. 1 

and most of those records are j u s t now g e t t i n g out, so u n t i l 

we've got some kind of longer h i s t o r y of t h a t w e l l a c t u a l l y 

performing, no, I don't t h i n k we see anything because your 

production data w i t h i n the records are not up to t h a t date. 

Q I was curious as to whether or not you'd 
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attempted to determine what, i f any, e f f e c t the Penroc Well 

was having on the performance of your State No. 1 Well. 

A Not a t t h i s time because I do not have 

t h e i r data up to t h a t date. 

Q What are you c u r r e n t l y doing w i t h the 

volume of water being produced from the State 1 Well? 

A We car r y i t about a mile and a h a l f to 

the southeast and dispose i t i n t o ARCO's disposal system. 

Q Have you made a c a l c u l a t i o n of the a n t i ­

c i p a t e d remaining recoverable reserves from the w e l l based 

upon i t s c u r r e n t operation? 

A Now, t h a t ' s p a r t of the problem w i t h t h i s 

w e l l , the f a c t t h a t i t ' s been doing 40 to 50 b a r r e l s a day 

fo r over three years, i t ' s very d i f f i c u l t t o determine what 

kind of remaining l i f e of reserves you had, e s p e c i a l l y a f t e r 

you see a t e s t l i k e the AF No. 1 come i n i n the Middle 

Devonian. The Middle Devonian i n the AF No. 1, AF No. 2, AF 

— ARCO's 403 No. 4, 4 03 No. 6, may be economical to go back 

i n t o i n the area, so there's maybe more reserves there f o r 

a l l of us t o recover. 

Q Are there c u r r e n t l y any disposal opera­

t i o n s i n t o the Devonian i n the immediate area by anyone? 

A Within our lease I know there's not. I 

cannot say f o r a l l the other operators i n the area. 

Q Have you seen any decline i n the pressure 
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from the — t h i s w e l l or the other w e l l s i n t h i s immediate 

area during the performance of the wells? 

A I don't know because I don't know i f 

there's any i n j e c t i o n i n the area. 

Q I was curious as to whether or not 

there's a v a i l a b l e data f o r you as an engineer to make any 

kind of pressure analysis to determine the f u t u r e p e r f o r ­

mance of the w e l l . 

A Because i t i s a very a c t i v e water d r i v e , 

I t h i n k the pressures t h a t you're going to see i n any of the 

w e l l s i n the Mid-Devonian i s going to be j u s t l o c a l i z e d 

around producers, because you do have the a c t i v e water d r i v e 

and so any mass t h a t we put i n i s going to go to t h a t l o c a l ­

ized low pressure p o i n t . 

Q I b e l i e v e I understood you c o r r e c t l y t h a t 

your E x h i b i t Three i s simply a reproduction of the Devonian 

s t r u c t u r e obtained from Penroc's e x h i b i t s and I also under­

stood t h a t you or the s t a f f g e o l o g i s t s have no disagreement 

w i t h the way the f a u l t i n g i s p r o j e c t e d on the d i s p l a y . 

A Correct. There i s a major f a u l t running 

from the northwest to the southeast. That i s the dominant 

f a u l t i n the area, c o r r e c t . 

Q I f Mr. Merchant puts his disposal i n t e r ­

v a l at 12,000 f e e t or below i n the Devonian, what, based 

upon your study, i s going t o be the v e r t i c a l distance be-
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tween your lowest p e r f o r a t i o n and the 1200 f o o t i n t e r v a l ? 

A I f he goes t o the 12,000 f o o t mark and 

below, i t would be r i g h t around 500, 500, no, 400 f e e t , i f 

I'm not mistaken. 

Q A l i t t l e over 400 f e e t separation, then, 

between your lowest p e r f o r a t i o n and h i s upper disposal i n ­

t e r v a l ? 

A Correct. 

Q Have you attempted to q u a n t i f y the r a t e 

at which the water mig r a t i o n w i l l occur i n the r e s e r v o i r i f 

i t s disposed of as Mr. Merchant proposes using an i n j e c t i o n 

disposal r a t e of 500 pounds p s i or less? 

A I t b a s i c a l l y comes down to the -- what­

ever mass you take out of the 4011 No. 1 and AF Mo. 1, 

y o u ' l l be t a k i n g out X amount of mass and c r e a t i n g a low 

pressure p o i n t and by c r e a t i n g a high pressure p o i n t , AF No. 

2, w i t h 200 m i l l i d a r c y rock, f r a c t u r e d r e s e r v o i r s , t h a t 

would be very d i f f i c u l t t o determine at t h i s p o i n t . 

Q Can you — can you q u a n t i f y the r a t e a t 

which you might see any response i n your w e l l from the d i s ­

posal well? 

A Yes. We could be able t o poss i b l y make 

some p r o j e c t i o n s but th a t ' s a l l they would be i s pr o j e c ­

t i o n s . 

Q You have not done t h a t , have you? 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

4 9 

A Not from the standpoint of considering 

the f a u l t as a c a r r i e r . From the 100 m i l l i d a r c i e s pressure 

response should be able t o be seen i n a seven t o f i v e day 

response. Pressure response only. 

Q I'm attempting to understand and t e s t 

your hypothesis t h a t the pressure sink created by production 

and the corresponding pressure increase from disposal i s 

going t o have an adverse e f f e c t on -- on your o p e r a t i o n , and 

th a t ' s what I'm t r y i n g to understand. 

A I t ' s very simple. When you have 

f r a c t u r e d r e s e r v o i r s , your — your f l u i d i s not going to — 

i t ' s mot moving through a p o r o s i t y matrix of a l a i d down 

g r a i n - t o - g r a i n b a s i c a l l y whatever the dominant d i r e c t i o n of 

your f r a c t u r e perm i s i n the area. That's going to be the 

dominant d i r e c t i o n of your f l u i d movement. 

Q I'm t r y i n g t o determine how t h i s 

o peration i s d i f f e r e n t from the kind of response we might 

a n t i c i p a t e from a simple w a t e r f l o o d operation where we are 

i n j e c t i n g disposal waters down s t r u c t u r e and seeing a 

p o s i t i v e , a f f i r m a t i v e response i n the producing w e l l s . 

A I t ' s very, very simple. A f r a c t u r e d 

r e s e r v o i r from a w a t e r f l o o d does not respond the same way as 

a San Andres ma t r i x . There are two d i f f e r e n t types of 

mechanisms c o n t r o l l i n g t h a t . Fractured p o r o s i t y i s -- i s 

not the same as a matrix p o r o s i t y r e s e r v o i r . 
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Q You have suggested some choices as ways 

to t e s t the separation between the proposed disposal w e l l 

and the ARCO w e l l , one of which was to conduct the necessary 

t e s t s by which the engineers can make a pressure build-up 

a n a l y s i s of the performance of the wells? 

A Correct. 

Q A l l r i g h t . Describe f o r us what's 

involved w i t h each of the w e l l s . 

A I n a pulse t e s t you have to create — 

Q I'm s o r r y , I d i d not make myself c l e a r . 

I want, f i r s t of a l l , the t a l k about the 

pressure build-up a n a l y s i s . 

A Oh, pressure b u i l d - u p , excuse me. In a 

pressure — i n a pressure build-up s i t u a t i o n what we would 

be looking f o r there i s you'd have to create a drawdown i n 

the AF No. 2 and do a bu i l d - u p , c a l c u l a t e i t s r e s e r v o i r 

pressure, e i t h e r water d r i v e or i f there's a b a r r i e r out 

ther e , and you'd have t o do the same t h i n g i n the 4011 No. 

1. You would have t o p u l l everything out of the hole. You 

would have to do a swab t e s t , some kind of drawdown. You 

would run your build-up there. you would look a t the 

pressure d i f f e r e n t i a l curve to i d e n t i f y your dominant 

mechanism of — of pro d u c t i o n , i f i t ' s a tv/o p o r o s i t y 

r e s e r v o i r , meaning a f r a c t u r e d r e s e r v o i r ; i s there a 

b a r r i e r , s e a l i n g b a r r i e r , (not c l e a r l y understood) and t o be 
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a s e a l i n g f a u l t , t h a t would have t o be seen i n both w e l l s . 

Q I f t h a t i s the choice made by the Exam­

ine r i f he requires f u r t h e r t e s t i n g , approximately what per­

iod of time would be necessary t o s a t i s f y you as an engineer 

t h a t the t e s t have been run over a s u f f i c i e n t period of time 

to — 

A I would — 

Q — to t e s t i t ? 

A I would set down w i t h our pressure 

people, who are so much more q u a l i f i e d than I am, and l e t 

them look a t the — any of the DST data or any past pressure 

data t h a t ' s i n the Mid-Devonian F i e l d i n the area, and 

determine what those lengths of time were, but j u s t — 

Q As a g e n e r a l i z a t i o n . 

A 72 hours t o 5 days. 

Q During t h a t period of time your w e l l 

would have t o go o f f production? 

A Correct. 

Q What i s p h y s i c a l l y done w i t h your w e l l ­

bore t h a t would r e s u l t i n an expense? 

A The submersible has to be p u l l e d . 

Q Do you have an estimate f o r us of what i t 

might cost t o conduct a pressure build-up t e s t and analysis 

on your well? 

A Because the submersible has been i n the 
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hole as long as i t has, we do not know f o r sure what we 

would encounter i n p u l l i n g t h a t w e l l . Our c l o s e s t estimates 

would be $20-to-50,000 to — to run something of t h i s s o r t . 

Q When would you normally change a submer­

s i b l e pump such as t h i s ? 

A We'd pass. 

Q And how long has i t been i n the wellbore, 

do you know? 

A I know i t ' s been i n a minimum of three 

years but beyond t h a t I can go back and check two sets of 

records. We've had enough c o n s o l i d a t i o n s of o f f i c e s t h a t 

a l l the records are not i n the same place at t h i s p o i n t . 

Q Is there any appreciable d i f f e r e n c e i n 

the cost of running e i t h e r a pulse t e s t or the bottom hole 

pressure buld-up t e s t ? 

A There's a p o s s i b i l i t y t h a t your build-up 

t e s t may be somewhat cheaper from the standpoint t h a t you 

would not have t o take both w e l l s maybe down at the same 

time, but o v e r a l l cost i s going to be about the same because 

you've got t o run pressure equipment i n both w e l l s . I t ' s i 

got t o be some length of time. You've got to p u l l our w e l l . 

You've got to d r i l l out the AF No. 2 so cost should be r e l a ­

t i v e l y i n the same b a l l p a r k . 

Q Apart from t h expense issue and who bears 

t h a t cost, i s i t acceptable t o your company, Mr. Campbell, 
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t h a t your wellbore production be i n t e r r u p t e d and be u t i l i z e d 

f o r t e s t i n g ? 

A Of course we hate to take production down 

but, yes, i f t h a t ' s what the Commission sees i s the a l t e r n a ­

t i v e of — versus approving the a p p l i c a t i o n , yes, we would 

d e f n i t e l y consider t h a t . 

MR. KELLAHIN: I have nothing 

f u r t h e r . Thank you, Mr. Examiner. 

MR. STOGNER: Mr. Carr, do you 

have anything on r e d i r e c t ? 

MR. CARR: I have nothing on 

r e d i r e c t , Mr. Stogner. 

MR. KELLAHIN: May I have a mo­

ment? 

MR. STOGNER: Yes, because I'm 

going t o need a moment, too, t o check some records and then 

w e ' l l come back here. Let's take a short recess. 

(Thereupon a recess was taken.) 

MR. STOGNER: Tom, d i d you have 

some questions, some more questions f o r him, or — 

MR. KELLAHIN: Well, I have a 

few w h i l e you're gathering your thoughts, Mr. Examiner. 

There was a couple of po i n t s I wasn't sure about, i f you'd 
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l i k e me t o continue, I could f i n i s h up i n j u s t a few minutes. 

MR. STOGNER: Yeah, do you have 

any o b j e c t i o n on th a t ? 

MR. CARR: None whatsoever. 

Q Mr. Campbell, i t ' s not q u i t e c l e a r t o me 

how your w e l l i s going t o experience the p o t e n t i a l f o r ad­

verse consequences when the proposed disposal system i s t o 

be operated on a vacuum w i t h a — w i t h a maximum disposal 

r a t e of 500 p s i . 

A Very e a s i l y . You j u s t take the f l u i d 

l e v e l times your g r a d i e n t and i t comes above 4700 pounds, 

you can operate on vacuum and as long as you're p u t t i n g a 

high volume of water i n , t h a t ' s going t o be your high pres­

sure p o i n t and the two producers t o the due west are the 

lower pressure p o i n t s , so your mass's movement i s going to 

be from high pressure t o low pressure, which i s i n the wes­

t e r l y d i r e c t i o n . 

Q You said the d r i v e mechanism f o r the 

r e s e r v o i r was water encroachment. Can I equate t h a t w i t h 

water d r i v e as 

A Correct. 

Q — the d r i v e f o r the r e s e r v o i r ? 

A Yes. 

Q Can you a f f e c t the volume of water pro­

duced i n your w e l l s by the — where they are p e r f o r a t e d i n 
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the Devonian? 

A Yes, i f you get down t o o i l / w a t e r con­

t a c t , wherever t h a t may be, I'm not sure t h a t ' s f u l l y 

known, you could go back and probably do some work and you'd 

have a reasonable estimate of what i t i s . 

Q At t h i s p o i n t we don't have a v a i l a b l e t o 

us or you've not made the study to determine i n your opinion 

where t h a t o i l / w a t e r contact might be? 

A No, I have not done a complete study t o 

determine where the o i l / w a t e r contact i s . You can look on 

the s t r u c t u r e map and which I ' l l present i t , and there's — 

there's w e l l s t h a t are -7824, which i s our 403 No. 5, which 

produced o i l a t t h a t p o i n t . 

Q I t h i n k i n p a r t of your explanation or 

discussion g e n e r a l l y about the area, you thought there might 

be a p o t e n t i a l t o come back i n and make a d d i t i o n a l p e r f o r a ­

t i o n s i n the No. 5 and the No. 6 Wells on the 403 Lease? 

Did I hear you say th a t ? 

A I t h i n k i t ' s very simple. You can look 

a t AF No. 2. Why are they — why are they reconsidering 

going back i n and t e s t i n g the Devonian formation? The AF 

No. 2, they had a 1000 f o o t o i l column on the DST. 

Q Have you undertaken t h a t p r o j e c t t o make 

an e v a l u a t i o n of those w e l l s t o determine a d d i t i o n a l 

p e r f o r a t i o n s a t t h i s time? 
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A Very much so. I was i n the process of 

ev a l u a t i n g t h i s area when the a p p l i c a t i o n come through. 

That's the reason I knew so much about the area when the AF 

No. 2 showed, up on — f o r d i s p o s a l . 

We have, I t h i n k i t goes f u r t h e r than 

t h a t . There's up-hole p o t e n t i a l as f a r as Abo d e t r i t a l Bone 

Springs, a l s o , and i t ' s not j u s t the Devonian formation. 

Q You would a n t i c i p a t e t h a t the No. 5 and 

No. 6 Wells, i f a d d i t i o n a l p e r f o r a t i o n s were made and i f 

they produced water, they would also produce Devonian o i l ? 

A There's a strong p o s s i b i l i t y since they 

were the Devonian o i l producers, yes, there's a good 

p o s s i b i l i t y they would r e t u r n t o o i l production. At what 

economic l i m i t i s the question. 

Q For b e n e f i t of o i l production i n t h i s 

p a r t i c u l a r s t r u c t u r e , where would be the lowest p o i n t on 

t h a t s t r u c t u r e i n which produced water might be r e i n j e c t e d ? 

A I don't know. I'd have t o s i t down w i t h 

some ge o l o g i s t s t o work t h a t area and t r y t o f i n d an area 

which they f e l t comfortable w i t h from a ge o l o g i c a l stand­

p o i n t . 

Q I was t r y i n g t o understand the scope and 

extent of your recent s t u d i e s . You said you were studying 

t h i s area and I wanted t o know whether or not you had exam­

ined what t o do w i t h t h i s produced water. 



I 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

57 

A Oh, what t o do — 

Q Yes, s i r . 

A — w i t h the produced water? We operate 

our own i n j e c t i o n system a t t h i s p o i n t , a mile and a h a l f 

down. There's also other w e l l s i n the area t h a t , of course, 

we would consider o p e r a t i n g our own water disposal system i n 

one of those w e l l s . 

Q I n terms of the c u r r e n t disposal 

operations, do you have the capacity t o u t i l i z e t h a t c u r r e n t 

system f o r disposal? 

A No, not under i t s c u r r e n t diagram. We're 

only i n j e c t i n g i n t o the Lower San Andres a t t h i s p o i n t . 

Q And what i s the disposal volumes t h a t 

t h a t c u r r e n t w e l l i s able to take? Do you know? 

A I don't know. We're p u t t i n g between 2500 

and 3000 b a r r e l s a day i n i t , i n the Lower San Andres. 

Q Are you experiencing any problems w i t h 

t h a t disposal w e l l ? 

A Yes. I t i s a high pressure i n j e c t i o n 

system. 

MR. KELLAHIN: Thank you, Mr. 

Examiner. 

MR. STOGNER: Mr. Carr, do you 

have any r e d i r e c t ? 

MR. CARR: I have no r e d i r e c t . 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

58 

CROSS EXAMINATION 

BY MR. STOGNER: 

Q Mr. Campbell, I'm going to assume t h a t 

f o r the g e o l o g i c a l data t h a t both p a r t i e s agree here since I 

got the same e x h i b i t from both p a r t i e s . 

A Yes, s i r , b a s i c a l l y a l l I d i d was Xerox 

t h e i r e x h i b i t , asked our g e o l o g i c a l group t h a t works the 

area t o examine i t and see i f they have any problems w i t h i t 

and they said no, there i s a dominant f a u l t t h a t runs i n the 

same d i r e c t i o n and which i s shown on t h e i r e x h i b i t exact 

l o c a t i o n ; they f e e l l i k e i t does cut between the two w e l l s 

but e x a c t l y which w e l l i t ' s closer t o or the t o t a l 

d i r e c t i o n , they d i d n ' t have any problems w i t h i t . 

Q Okay, so t h a t I'm understanding here, 

whenever I look a t your E x h i b i t Number Three, t h a t i s the 

blow-up — 

A Right. 

Q — copy of the f a u l t , the other w e l l t h a t 

i s on the up side of the f a u l t — 

A AF No. 3? 

Q Is t h a t the AF No. 3 i n t h a t — 

A Yes, s i r . 

Q Now i s t h i s pool t h i s l o c a l i z e d or does 

i t extend on f u r t h e r i n e i t h e r d i r e c t i o n of the f a u l t ? 

A I don't know. 
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Q Okay. I s there any i n d i c a t i o n of f l u i d 

movement between the f a u l t , or f a u l t l i n e and any other l o ­

cation? 

A Well, the only t h i n g I can say i s t h a t 

the AF No. 3, t h a t AF No. 3 and AF No. 2 was much a f t e r the 

production had come on i n the w e l l s up, on the up-thrown of 

the f a u l t , but we see pressure drops i n w e l l s as they come 

on i n the area. 

I have not looked f u r t h e r to the n o r t h ­

west or t o the southeast. There are many Devonian w e l l s i n 

t h a t area. I have not looked to see how f a r t h a t f a u l t car­

r i e s and what the pressure s i t u a t i o n i s . 

I concentrated my — my e f f o r t on the 

Mid-Devonian Pool w e l l s . 

Q Do you have any idea why there might not 

have been any more e x p l o r a t i o n on the other side of the 

f a u l t i n the Devonian formation? 

A I t h i n k i t b a s i c a l l y goes back to the AF 

No. 2 and AF No. 3 both d r i l l e d by the same company i n the 

May — I mean A p r i l t o May timeframe of 1964. For some 

reason they f e l t i t was uneconomical t o continue over there. 

They d i d get an o i l column i n the No. 2 Well a f t e r c u t t i n g 

only the top 10 f e e t and swab t e s t i n g . 

Q A l l r i g h t . 

A They moved on up-hole. 
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Q A l l r i g h t . Okay, l e t ' s t a l k about t h i s 

pulse t e s t . I'm not too f a m i l i a r w i t h i t , who does i t , or 

anything l i k e t h a t , and since t h i s case w i l l be continued 

u n t i l March 2nd hearing, I'd l i k e f o r e i t h e r p a r t y or both 

p a r t i e s t o give me a l i t t l e i n f o r m a t i o n on t h i s pulse t e s ­

t i n g ; who does i t ; what i t c onsists o f , but l e t me ask you 

on t h i s . 

Would a pulse t e s t run on t h i s proposed 

i n j e c t i o n w e l l , i f i t t e s t e d negative would t h a t s a t i s f y 

ARCO to allow i t t o go ahead, to allow Penroc to go ahead 

and i n j e c t or dispose of water a t the 500 p s i maximum i n j e c ­

t i o n pressure? 

A I f i t shows t h a t the AF No. 2 and 4011 

No. 1 are i n separate r e s e r v o i r s and they w i l l go to the 

12,200 f o o t — 12,000 to 12,200 to i n j e c t water, and do t h i s 

examination at t h e i r c o s t , ARCO would f o r sure go w i t h i t . 

Q That's a yes. 

A There were some q u a l i f i e r s i n t here. 

MR. CARR: I t was a yes. 

Q What i s the p e r f o r a t i o n s i n the 4011 No. 

1? 

A Current I t h i n k are 508 t o 586. That's 

— t h a t ' s rough numbers. You want the exact numbers? 

MR. KELLAHIN: We've got i t 

here somewhere. 
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A They ' re i n the a p p l i c a t i o n . 

Q I f I looked a t — 

A Yeah, 506 — 11,506 t o 11,586. I was o f f 

two f e e t . 

Q I s t h a t a continuous p e r f o r a t i o n ? 

A Yes, s i r , I t h i n k i t i s . Let me look 

back a t t h i s o r i g i n a l p e r f o r a t i n g data and I can probably — 

no, s i r , I take t h a t back. That i s not a continuous — 

Q Have you got the p e r f o r a t i o n s l i s t e d ? 

A On here i t shows p e r f o r a t e d Devonian from 

11,560 t o 28, 22 holes. 

Q Now, hold i t , 560? 

A 506, I'm s o r r y . 

Q Okay. 

A 506 t o 528 and then 552 t o 586. 

Q So two sets of p e r f o r a t i o n s through t h i s 

i n t e r v a l ? 

A Yes, s i r , based on some data t h a t I show 

the o r i g i n a l completion. I had t o go back and confirm i n 

our records i f there's been any a d d i t i o n a l p e r f o r a t i n g since 

the o r i g i n a l completion. 

Q Refer t o your E x h i b i t Number Four, and 

t h i s seepage or connection or -- or communication would es­

s e n t i a l l y have t o be i n j e c t e d and i t would have to come up 

i n the formation about 200 f e e t , i s t h a t c o r r e c t ? 
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A Yes, s i r . 

Q So i t would have to f o l l o w the f a u l t l i n e 

up t o be communicated. 

A Yes, s i r , i t would have t o move i n t h a t 

d i r e c t i o n . I t would have t o come up, but whatever the 

throw, whatever the t r u e throw i s a t the Devonian formation. 

Q Are there any — s t r i k e t h a t question. 

Let me check i n here. 

Are there any logs t h a t you know of t h a t 

e x i s t f o r the Devonian formation on the — I guess I should 

be c a l l i n g t h a t the down-thrown side and the up-thrown side. 

A Down-thrown side would be the AF No. 2. 

Q But i t d i d not perf — penetrate the 

Delaware, d i d i t ? 

A The e n t i r e Devonian? 

Q Yes, I'm so r r y , the Devonian. 

A No, s i r , i t d i d n ' t penetrate the e n t i r e 

Devonian. I ' d have to go back and look a t the scout r e p o r t s 

here on the AF No. 3, which i s i n — also i n Section 8, to 

see what i t s — i t s depth of pe n e t r a t i o n was. 

MR. STOGNER: Mr. Merchant, you 

can ponder these same questions because I'm going to ask you 

the same ones. 

MR. MERCHANT: Shoot. 

MR. STOGNER: Well, l a t e r on. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

63 

A I do show the AF-3 DST being from 11,923 

to 11,956, and based on the subsea depth, t h a t ' s probably 

p r e t t y close to the top of the Devonian formation i n the AF 

No. 3. 

Now, the AF No. 2 t h a t you look a t t h e r e , 

p e n e t r a t i o n was, I t h i n k , 11,850 and they d i d t h a t based on 

once they got t o the bottom of the Woodford they cut ten 

f o o t and DST'd. 

Q Well, regardless, i t does not cover the 

same producing i n t e r v a l t h a t you have, i s t h a t c o r r e c t ? 

A I t has not cut the e n t i r e Devonian, 

t h a t ' s c o r r e c t . 

Q Okay. 

A Because other w e l l s t h a t have cut the De­

vonian i n the area show the Devonian t o be massive. I con­

s i d e r , I guess, 500 f o o t of r e s e r v o i r massive. 

Q Are there any other s i m i l a r s t r u c t u r e s 

l i k e t h i s i n the Vacuum Devonian area i n the Devonian forma­

t i o n i n t h i s p a r t i c u l a r area? 

A There are other Vacuum Devonian pools out 

t h e r e , c o r r e c t . 

Q Do they have a f a u l t running through them 

l i k e t h i s ? 

A I don't know. 

Q Is there any s i m i l a r s t r u c t u r e s l i k e t h i s 
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t h a t e x i s t i n Lea County? 

A I imagine there i s but — because we 

play the Devonian q u i t e e x t e n s i v e l y as f a r as ARCO and one 

of the things we do look f o r i s a f a u l t i n g area, t h a t i f you 

can get a f a u l t block t h a t i s d e f i n i t e l y high, many times 

you have a cumulation of o i l . That doesn't necessarily mean 

t h a t those f a u l t blocks are s e a l i n g . I t ' s j u s t you have 

enough throw a t your closure p o i n t . I n t h i s case you have a 

closure p o i n t of probably 200-to-300 f o o t , so you look f o r 

th a t closure p o i n t , same as you would look f o r them on 

s t r u c t u r e . 

That's the reason we go back to the AF 

No. 2 DST, the f a c t t h a t there was showed r e s e r v o i r q u a l i t y 

rock based on the DST, t h a t you d i d have an o i l column and 

you d i d have r e s e r v o i r pressure and you do have f l u i d s . 

That — t h a t throw i s j u s t a clo s u r e , 

closure p o i n t f o r an o i l t r a p p i n g mechanism, j u s t as a 

s t r u c t u r e would be, a down t u r n i n your s t r u c t u r e would be a 

closure p o i n t . 

MR. STOGNER: I have no f u r t h e r i 

questions of Mr. Campbell. 

Are there any other questions 

of t h i s witness? Mr. Carr? Mr. Kellahin? 

MR. CARR: No, s i r . 

MR. KELLAHIN: No, s i r . 
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MR. STOGNER: Mr. K e l l a h i n , do 

you have any plans f o r b r i n g i n g Mr. Merchant back on the 

stand? 

MR. KELLAHIN; I ' l l be happy 

t o . I t h i n k you had some f u r t h e r questions — 

MR. STOGNER: Yeah, I have some 

questions. I d i d n ' t know whether you had — 

MR. KELLAHIN: — t h a t you wan­

ted — why don't you resume your seat over here? 

MOHAMMED YAMIN MERCHANT, 

being r e c a l l e d as a witness and remaining under oath, t e s t i ­

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

CROSS EXAMINATION 

BY MR. STOGNER: 

Q Mr. Merchant, I want t o ask you the same 

question about the — do you know i f there's any e x i s t i n g 

logs or any w e l l s t h a t penetrated the same producing i n t e r ­

v a l as the Devonian formation i n the ARCO State Well No. 1, 

the 4011, on t h i s v i c i n i t y ? 

A Not — not w i t h i n the Mid-Vacuum Devonian 

F i e l d . The two Penroc w e l l s , the AF-2 and the AF-3, since 

they were on the down side of the f a u l t , there were no f u r ­

ther p e netrations made back i n 1964, and there are no w e l l s , 
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there are not any Devonian w e l l s t o the east. I'm t a l k i n g 

reasonable miles. You can go as many as f i v e or s i x miles 

and you won't f i n d anything. 

A l l the Devonian w e l l s have been t o the 

— to the west and I ' l l p o i n t out two of them t o you. One 

i s Texaco State AN No. 9 i n Section 7. I t ' s i n the — 

Q Just t o the north and to the west, i s 

t h a t c o r r e c t ? 

A Yes, i t ' s the northwest of the AF No. 1, 

330 from the lease l i n e i n the northwest quarter of the 

southwest q u a r t e r . 

That was a Devonian w e l l a t one time; 

produced, oh, I'd say about a quarter of a m i l l i o n , 250,000 

b a r r e l s of o i l . 

And the w e l l immediately south of i t , the 

State AN No. 8, a t one time was a Devonian w e l l . They're 

both P & A'd now. 

And then you have another Devonian w e l l , 

which i s — I'm not sure what pool i t ' s c a l l e d , but i t may 

be the Mid-Vacuum Devonian. That's i n Section 16 i n the 

northwest quarter of the southwest q u a r t e r . That's Maralo's 

wel 1. 

Otherwise there are no w e l l s beside ARCO 

wel l s i n the Devonian. 

Q Are you aware of any other Devonian 
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s t r u c t u r e s such as t h i s t h a t e x i s t i n Lea County, or i n t h i s 

area? 

A You have — one comes to my knowledge 

over i n the Bough Devonian a t Crossroads. 

Q I'm s o r r y , the what? 

A Bough, B-0-U-G-H. I won't c a l l myself an 

expert g e o l o g i s t or anything l i k e t h a t , but the s t r u c t u r e , 

the f a u l t i n g looks p r e t t y s i m i l a r t o what i s shown here i n 

the Mid-Vacuum Devonian. 

And over t h e r e , j u s t f o r your informa­

t i o n , Amoco converted one of the Devonian w e l l s , which i s on 

the same side of the f a u l t as t h i s one, or the same side of 

the f a u l t as the producer, and they haven't h u r t anything 

whatsoever i n the l a s t seven years I know o f . 

I n f a c t , i f anything, i t ' s helped the 

production since i t was on the same side of the f a u l t . 

Q I n t h i s p a r t i c u l a r area, i s there any 

M i s s i s s i p p i a n production? 

A Not t o my knowledge. 

Q And why wouldn't the M i s s i s s i p p i a n forma­

t i o n be a good candidate f o r i n j e c t i o n ? 

A I can't answer t h a t question. B a s i c a l l y 

the Devonian has been the r e s e r v o i r t h a t w i l l take a l l the 

water you can give i t . 

Just t o the southeast of i t Union of Cal-
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i f o r n i a have a Devonian f i e l d where they're producing, s t i l l 

producing two or three w e l l s w i t h extremely high water c u t , 

but a t the same time they have put l i k e at l e a s t 20-to-

25,000 b a r r e l s of water a day on vacuum i n the Devonian. 

Q How about the Pennsylvanian formation? 

Why wouldn't t h a t be a good candidate i n t h i s w e ll? 

A Like I say, the Pennsylvanian, or below 

the Abo? 

Q Yeah, below the Abo, top of the Mi s s i s ­

s i p p i a n , anywhere i n t h a t range, i s there some production i n 

there t h a t would — 

A No, i f you go back two weeks ago when we 

were here t o ask approval f o r the Wolfcamp, we j u s t don't 

know how much water i t would take, because t h a t ' s the only 

w e l l t h e r e . I persona l l y don't have any experience i n d i s ­

posal i n the Wolfcamp formation or Penn. 

Q How about Fusselman? How about i f you 

d r i l l e d on down t o the Fusselman through the Devonian? I s 

there any — why wouldn't t h a t be a good candidate? 

A I don't know i f i t ' s ever been d r i l l e d 

t h a t deep. 

Q Do you know how t h i c k the Devonian i s i n 

t h i s area? 

A I t h i n k i t v a r i e s anywhere from — I may 

be wrong — i t ' s 5-to-800 f e e t , maybe more. 
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But I ' l l say t h i s , j u s t c o n f e r r i n g w i t h 

people w i t h 40-45 years experience i n Lea County, New Mexi­

co, people s a i d , people have t o l d me t h a t there's no place 

i n Lea County where you can make o i l production on the down 

side of the f a u l t out of the Devonian. Maybe I can prove 

t h a t otherwise, I don't know. 

MR. STOGNER: I have no f u r t h e r 

questions of Mr. Merchant. 

Are there any other questions 

of t h i s witness? 

MR. KELLAHIN: I have some, Mr. 

Examiner. 

MR. STOGNER: Okay, Mr. K e l l a ­

h i n . 

REDIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q Mr. Merchant, l e t me ask you what a l t e r ­

n a tives are a v a i l a b l e f o r an adequate commercial disposal 

f a c i l i t y f o r the Devonian produced water i n t h i s area t o 

which you would have access? 

A Right now there aren't any. 

Q ARCO i s using a disposal f a c i l i t y some 

distance t o the south and east, I b e l i e v e , of t h e i r w e l l . I 

t h i n k t h a t ' s f o r t h e i r needs, i s i t not? 
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A To my knowledge t h a t i s c o r r e c t . 

Q Are there any others a v a i l a b l e t o any 

other operator i n t h i s area f o r disposal? 

A Maralo have a disposal w e l l south of Sec­

t i o n 16, which i s i n the Devonian, I understand. 

Q And they u t i l i z e t h a t f o r t h e i r opera­

t i o n s ? 

A They are u t i l i z i n g f o r t h e i r operations, 

t h a t i s c o r r e c t . 

Q Now, Maralo i s an o f f s e t operator t h a t 

requested the disposal i n t e r v a l be below the 12,000 f o o t 

depth. Where i s t h e i r property? 

A Their property i s located i n the n o r t h ­

west quarter of the southwest q u a r t e r , c a l l e d the Maralo 

State No. 1, I b e l i e v e . 

Q Northwest of the southwest of which sec­

t i o n ? 

A Section 16, I'm s o r r y . 

Q So they're t o the south and east of — of 

the disposal f a c i l i t y . 

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

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

to whether or not you can bear the cost of the type of 

t e s t i n g Mr. Campbell suggests i f t h a t cost ranged between 

$20-and-50,000? 
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A The answer i s going to be negative and 

approximately more close t o $50,000 than $20,000, j u s t be­

cause ARCO has not p u l l e d t h a t w e l l ever since they ran i t . 

Q Let's — l e t ' s t e s t the hypothesis t h a t 

the f a u l t f o r which there i s no dispute as t o i t s l o c a t i o n , 

t o t e s t whether the Examiner can base approval of your ap­

p l i c a t i o n on the f a c t t h a t the disposal i n t e r v a l i s on the 

down-thrown side of t h a t f a u l t . 

Mr. Campbell i s concerned. Let me ask 

you, s i r , whether or not you as an engineer experienced i n 

the area share Mr. Campbell's concern about the a b i l i t y of 

t h a t f a u l t t o provide an adequate b a r r i e r whereby disposal 

i n the Devonian on the down side of t h a t f a u l t i s not going 

to impact adversely h i s operations on the up-thrown side? 

A Well I share h i s concern. I don't have 

no f i r s t h a n d knowledge of anywhere where any company may 

have disposed water on the down side of the f a u l t and have 

h u r t production on the up side of the f a u l t . There have 

never been a case i n the h i s t o r y of Lea County, New Mexico, 

anywhere i n the Devonian F i e l d , and there are q u i t e a few 

Devonian f i e l d s and there are q u i t e a few people disposing 

i n the Devonian. 

Q Are there any Devonian producers on the 

down-thrown side of t h i s s t r u c t u r e ? 

A There are no, t o my knowledge, again, 
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there are no Devonian producers on the down side of the 

of the f a u l t . 

Q Mr. Campbell c i t e s as a reason f o r h i s 

concern the f a c t t h a t the d r i l l stem t e s t shown on the 

scout t i c k e t f o r the disposal w e l l does show the p o t e n t i a l 

f o r o i l i n t h a t d r i l l stem t e s t . What were the d r i l l stem 

t e s t r e s u l t s again so we have t h a t f r e s h i n our mind? 

A The d r i l l stem t e s t showed they recovered 

928 f e e t of f r e e o i l w i t h no water and when they d i d set 

pipe and p e r f o r a t e d , t h a t there was — there was bare l y a 

tr a c e of o i l and j u s t s t r i c t l y formation water. 

Q Based upon your experience, Mr. Merchant, 

how do you assess the p o t e n t i a l of a d r i l l stem t e s t r e s u l t s 

w i t h the importance of Mr. Campbell's opinion t h a t there i s 

mi g r a t i o n across t h i s f a u l t ? 

A Well, t o me, i f there was a commercial — 

i f t h i s was an o i l - b e a r i n g r e s e r v o i r t o be commercially 

and — and be commercial, then i t should have produced o i l 

wehn they completed i t , and you are looking a t a s u b s t a n t i a l 

— because of the f a u l t i n g , which we a l l agree t h a t there i s 

a f a u l t . I t ' s j u s t — they're not two s i m i l a r r e s e r v o i r s . 

Q Other than the d r i l l stem t e s t i n the 

proposed disposal w e l l , t h a t Mr. Campbell c i t e s , do you see 

any other evidence by which you could conclude t h a t there i s 

a p o t e n t i a l f o r m i g r a t i o n of disposal f l u i d s across t h i s 
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f a u l t v e r t i c a l l y some 2-or-300 f e e t up s t r u c t u r e i n t o the 

ARCO producing w e l l ? 

A No, s i r , I don't. I don't have no reason 

to b e l i e v e they w i l l migrate t h a t f a r up, e s p e c i a l l y i f 

we're disposing below 12,000 f e e t . 

Q Can you then as a r e s e r v o i r engineer r e ­

commend t o the Examiner based upon the data t h a t we have 

a v a i l a b l e , t h a t t h i s a p p l i c a t i o n ought t o be approved? 

A Well, I s t r o n g l y recommend t h a t t h i s ap­

p l i c a t i o n be approved, f o r more than one reason; not only — 

not only t h a t Penroc may have a problem g e t t i n g r i d of the 

water but other producers and one of the producers may very 

w e l l be ARCO, e s p e c i a l l y i t was mentioned t h i s afternoon, 

r i g h t here i n t h i s room t h a t ARCO may look a t the p o s s i b i l i ­

t i e s of going back t o Well No. 5 and Well No. 6 i n Section 

17. My question i s what are they going t o do w i t h the 

water? They have 6500 pounds i n j e c t i o n pressure on the s a l t 

water disposal w e l l they have south of i t . There's no room. 

There i s no place. 

MR. KELLAHIN: Nothing f u r t h e r , 

thank you. 

MR. STOGNER: Mr. Carr? 

MR. CARR: Nothing f u r t h e r . 
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RECROSS EXAMINATION 

BY MR. STOGNER: 

Q Point of c l a r i f i c a t i o n and then I ' l l be 

through. 

Once you d r i l l t h i s w e l l , deepen i t , you 

said you would t e s t the Devonian f o r o i l production. What 

would t h a t t e s t c o n s i s t of? 

A We w i l l run — w e ' l l p e r f o r a t e i t and run 

a submersible pump and i f we have an o i l w e l l , we won ' t go 

no f u r t h e r . We'll produce i t . And I ' l l prove many of the 

geo l o g i s t s wrong then. 

Q Okay. 

MR. STOGNER: Are there any 

other questions of Mr. Merchant? 

MR. CARR: No questions. 

MR. STOGNER: I've got one 

question f o r Mr. Campbell. 

Mr. Campbell, i f they t e s t the 

w e l l f o r o i l and i t comes up negative, would t h a t s a t i s f y 

ARCO or would they s t i l l want a pulse type t e s t run? 

MR. CAMPBELL: I guess we would 

be more i n c l i n e d t o make sure t h a t they went below the 

12,000 f o o t marker and not i n j e c t i n the top of the Devon­

i a n , the top 200 f o o t , or so. Even — even i f — 

MR. STOGNER: I can't get t h a t 
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as a yes or no. Let me rephrase my question. 

I f they do what they propose to 

do and they t e s t f o r o i l w i t h i n the Devonian formation, 

would t h a t s a t i s f y ARCO i f t h a t t e s t came negative? 

MR. CAMPBELL: No, based on the 

cu r r e n t i n f o r m a t i o n . 

MR. STOGNER: Mr. K e l l a h i n , Mr. 

Carr, since t h i s t e s t — I mean since t h i s a p p l i c a t i o n i s 

going t o have t o be continued, are you a l l ready f o r c l o s i n g 

statements now or would you a l l want t o come back a t t h a t 

time or how would you a l l l i k e t o proceed w i t h t h i s ? 

MR. KELLAHIN: I would be happy 

to submit a proposed order. We need to get you some addi­

t i o n a l documentation on a p o t e n t i a l t e s t . I'd be happy t o 

make a few b r i e f comments i f you l i k e . 

MR. STOGNER: Okay, Mr. Carr? 

MR. CARR: I'd p r e f e r t o close 

now and not reopen t h i s on the 3rd. I f you're planning t o 

come back we can, I mean we would, but I'm not i n t e n d i n g t o 

and I don't t h i n k a t t h i s p o i n t ARCO i s in t e n d i n g t o come 

back and put on a d d i t i o n a l testimony. I t h i n k i t ' s being 

continued j u s t t o c o r r e c t t h a t e r r o r i n the ad and not to 

take a second shot a t i t . 

MR. STOGNER: A l l r i g h t . 

That's e s s e n t i a l l y what i t i s . I wanted t o c l a r i f y t h a t . 
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So w e ' l l take some c l o s i n g 

statements a t t h i s time. 

I'm requesting from both of you 

a l l — I'm s o r r y , from both Mr. Carr and Mr. K e l l a h i n a 

b r i e f rundown on the t e s t . I s t h a t the only i n f o r m a t i o n we 

need? 

MR. CARR: Do you want proposed 

orders, or not? 

MR. STOGNER: Yes, I'm going t o 

ask f o r t h a t l a t e r , but i t — t h a t was the only i n f o r m a t i o n 

I asked f o r . 

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

MR. STOGNER: A l l r i g h t . Some 

proposed rough d r a f t orders, and since we're going t o r e ­

open, I mean since we're going t o have t o rehear t h i s t h i n g 

or r e c a l l i t on the 2nd, I don't see any reason to have (not 

understood) before then. 

Okay, Mr. Carr, you may go 

f i r s t and Mr. K e l l a h i n you may f o l l o w . 

MR. CARR: Mr. Stogner, ARCO i s 

here today because Penroc seeks t o dispose as much as 10,000 

b a r r e l s of water a day i n a w e l l t h a t o f f s e t s them 320 f e e t 

away i n the Mid-Vacuum Devonian F i e l d . 

Much of the testimony here t o ­

day has t a l k e d about what occurs i n other pools, a d d i t i o n a l 
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logs, what other t e s t s or studies might be conducted, what 

might be done, what other a l t e r n a t i v e s f o r the disposal of 

t h i s water might e x i s t . 

But I submit t o you what you 

have t o do i n deciding t h i s case i s look at the evidence 

t h a t ' s been presented here today and when you do t h a t , 

several t h i n g s are very c l e a r . 

Mr. Merchant, on cross 

examination, acknowledged the existence of the f a u l t , as do 

we, and s t a t e d he was r e l y i n g on t h a t f a u l t being a s e a l i n g 

f a u l t . 

On cross examination he sta t e d 

t h a t we'd he'd have t o get pressure i n f o r m a t i o n t o e s t a b l i s h 

whether i n f a c t t h a t f a u l t was s e a l i n g . The only evidence 

t h a t has been presented, and I submit the only evidence t h a t 

e x i s t s i n the nature of pressure i n f o r m a t i o n i n t h i s area 

are the d r i l l stem t e s t s t h a t were presented by Mr. Campbell 

and they show t h a t i n the f i r s t nine months of production 

there was a pressure drawdown of approximately 200 pounds 

across t h i s f a u l t . I t wasn't s e a l i n g then and i t i s n ' t 

s e a l i n g now, and t h a t ' s the data t h a t ' s before you. 

And on t h a t i f you were to r u l e 

today on what's been presented here today t h a t i s f a c t u a l , 

we submit you should deny the a p p l i c a t i o n . That would 

s a t i s f y us and we would go home. 
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And t h a t ' s what you should do 

i f you're going o 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 on what's 

before you today. 

But Penroc does have a problem 

They have water they need to dispose of i n an area t h a t 

water i s a major problem f o r a l l operators. But i t ' s 

important t o remember they are the a p p l i c a n t i n t h i s case. 

We don't want our w e l l watered out but we're w i l l i n g t o co­

operate w i t h them i n Penroc a t i t s expense, a l b e i t a f t e r the 

f a c t , wants t o prove the f a u l t i s s e a l i n g , and run appro­

p r i a t e pressure t e s t s . 

We shouldn't come i n and now be 

asked to prove t h e i r case f o r them by i n c u r r i n g the costs of 

these t e s t s . They're the a p p l i c a n t and the burden i s on 

them and so we're f u l l y w i l l i n g t o cooperate w i t h them t o 

develop the data t o show t h a t i n f a c t t h i s f a u l t i s s e a l i n g , 

but i t has t o be at t h e i r cost and we submit t h a t the order 

e i t h e r has t o be a d e n i a l of t h e i r a p p l i c a t i o n or i t has t o 

be conditioned on proper pulse or pressure build-up t e s t s or 

you can continue the case i n d e f i n i t e l y and we'd agree to 

having i t reopened once there i s a d d i t i o n a l pressure i n f o r ­

mation t h a t would show t h a t the f a u l t i s i n f a c t s e a l i n g or 

not. 

We don't t h i n k you can j u s t ap­

prove the a p p l i c a t i o n because t o do t h a t you have t o ignore 
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the evidence presented here today and t h a t you cannot do i f 

you're going t o c a r r y out your s t a t u t o r y duty of preventing 

waste and p r o t e c t i n g c o r r e l a t i v e r i g h t s . 

MR. STOGNER: Thank you, Mr. 

Carr. 

Mr. Kellahin? 

MR. KELLAHIN: Thank you, Mr. 

Examiner. 

Let me make sure I understand 

how f a r these w e l l s are apa r t . I bel i e v e Mr. Carr misspoke 

when he said they were 330 f e e t . The Penroc w e l l i s 510 

from the 40-acre l i n e . The ARCO w e l l i s an a d d i t i o n a l 990 

f e e t . I t h i n k they're about 1500-1600 f e e t a part. 

W i t h i n t h a t distance i t ' s 

uncontested t h a t the f a u l t l i n e i n f a c t separates these 

w e l l s . 

Mr. Merchant, and h i s company, 

are very much concerned about the o i l production and they 

would l i k e t o maximize t h e i r o i l production. 

Mr. Carr and ARCO seek an ex- i 

t r a o r d i n a r y burden t o place upon us t h a t we don't t h i n k i s 

warranted by the evidence. I t i s uncontested we are on the 

down-thrown side of t h i s f a u l t . I t ' s ab s o l u t e l y undisputed 

t h a t t o have production on the down-thrown side of t h i s 

f a u l t i n the Devonian would be ab s o l u t e l y novel and unique 
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i n t h i s p a r t of the country. 

We t h i n k the f a c t s are s u f f i ­

c i e n t upon which you can base approval. The v e r t i c a l d i s ­

tance between the p e r f o r a t i o n s and the f a c t t h a t we do have 

a f a u l t t h a t occurs here. The assurance t h a t Mr. Merchant 

i s not i n t e r e s t e d i n a f f e c t i n g ARCO's production i s mani­

f e s t l y c l e a r by h i s desire t o d r i l l t h i s w e l l even deeper, 

and t o dispose i n the lower p o r t i o n of the Devonian. 

Maralo was concerned about i t 

and i n response t o t h a t concern we have c e r t a i n l y accommo­

dated them. We b e l i e v e t h a t t h a t i s s u f f i c i e n t . 

The f i n a l element of protec­

t i o n , I t h i n k , f o r the operators and the assurance f o r the 

Commission and the D i v i s i o n t h a t they're doing the appro­

p r i a t e t h i n g , i s the f a c t t h a t we're going t o t e s t t h a t per­

f o r a t i o n f o r o i l production and what b e t t e r way to t e s t the 

hypothesis of the f a u l t than t o a c t u a l l y t e s t i t f o r o i l 

production. Mr. Merchant w i l l do t h a t . 

That's your assurance. That's 

the s a f e t y net upon which the ordercan be based. I f i t does 

not produce o i l , then i t ought t o be u t i l i z e d f o r disposal 

purposes. I t gives Mr. Merchant the o p p o r t u n i t y w i t h o u t un­

reasonable expense t o use i t f o r d i s p o s a l , to allow him t o 

recover o i l t h a t he's not otherwise going to recover on the 

up-thrown side of the f a u l t . I t ' s a problem f o r everyone i n 
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t h i s reservoir and he wants to operate and produce his share 

of the o i l and we believe that the application and the e v i ­

dence have shown us a way that we can do i t withou adversely 

a f f e c t i n g ARCO or anyone else. 

We w i l l propose to submit to 

you an order that w i l l allow you to grant t h i s application 

i n a meaningful way, to protect not only ARCO but Mr. Mer­

chant and his company. 

Thank you. 

MR. STOGNER: Thank you, Mr. 

Kellahin. 

This case w i l l be readvertised 

and continued to the Examiner's hearing scheduled for March 

2nd, 1988; the f i l e on t h i s case w i l l remain open u n t i l that 

time. 

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

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

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

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

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

of the hearing, prepared by me t o the best of my a b i l i t y . 
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m . ÔGNF.R: C a l l next "ase 

number 9303, which i s the a p p l i c a t i o n of Penroc O i l 

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

This case was heard at the Feb­

ruary 2nd Examiner Hearing a t which time i t was continued to 

today's Examiner Hearing to include any a d d i t i o n a l 

testimony or evidence to be presented at t h i s time. 

I w i l l c a l l f o r those 

appearances at t h i s time? 

There anpear there being none, 

t h i s case w i l l e taken under advisement. 

(Hearing concluded.) 
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I , SALLY r„j# BOYD, C. ̂ . ̂ . , DO HEREBY 

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

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

th a t the£aid t r a n s c r i p t i s a f u l l , t r u e , and c o r r e c t record 

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


