











&

L

§ohiemaitien

[ L—:‘"
-

FAX 505-326-5900 ) PH. 505-327-3801 'g |
MerrioNn O & Gas CORPORATION 2
Z
810 RELy Ave. + P. O. Hox 840 3
FaRMINGTOMN,. NEW MEXICO B7499 ‘;%
Mr. Dan Brennon June 4, 1991 3
Arizona 0il & Gas Conservation Commission
3110 N. 19th Ave., Suite 190
Phoenix, AZ 85015
Re: Reguest for Hearing
Dear Dan:
Merrion 0il & Gas requests a hearing to amend our water
disposal permit for the Navajo 3 well in the East Boundary
Butte Field, Apache County, Arizona.
We would like to change the permit so that we can inject
water into the Navajo 3 from any well we operate as long as
the quality of the injected water is the same or better than
that of the formation water.
Enclosed is $50 to cover the permit processing fees. We '
would like to schedule the hearing for either June 21 or %

June 28, 1991.

Please let us know when you have a firm hearing date
scheduled.

Sincerely,

T. Greg Merrion
Executive Vice President
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R P.O. BOX 840 FARMINGTON, NEW MEXICO 87499 .~ 0 © .- - FARMINGION, NEW MENICO 87199 .
S IUETE I . S
b o : .f DATE §—4- . -
: PAY THE SUM OF i g DATE 6-4-91 Sl
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AMOUNT $ 50,00




1Y)

APFLICATION TO(POSE OF SALT WATER BY INJE_C‘!ION{;‘IO A POROUS FORMATION

Dpern!n} i Address
J. Gregory Merrion & Robert I.. Bayless P. O. Box 1017, Farmington, New Mexico 8740
Fﬂl!erll..Slltc ori}ndlan Lease Number, Well No, Fileld [ County
{4 3 eak
Navajo fribal 1420-603-413 3 Fast Boundary Butte Apache

Location

330" FSL and 1650' FEL, Sec. 4, T41N, R28E

SEC-TWP-RGE or Block & Survey

CASING AND TUBING DATA

Name of siring | Eize Length Cement Data

Surface Cailng -
8-5/8" 995 640 sx. (circ. to surface)

Intermediate - . .

Long String ’ -
5-1/2" 5000" 178 sx. (top @ 3775' estimated)

Name, Model and Depth of Tubing Packer

Tubing - '
2-3/8" 4800"' Baker Model 'D' Driillable @ 4800°.

Name of Top and Botlom of Injection Zone

Bkah 4848 -~ 66’

Iy Injection through Tubing, Casing or Annulus?

Plastic lined tubing

Perforatione or Open Hole?

Perforation

Is this a new well Drilled for Disposal?

No

List sll Cement Sgueeze Operations. Giving Interval and Number Sacks Cement

Is Injection Zone Prodictive of Ol or Gas In This Fleld?

Depth of Deepest Fresh Water Zone

Depth of Shallowest Productive Zone

J:mny{. and that I am suthoriz

under my supervision and direction and tha

Yes . | Coconino — 1950° 4714' - Ismay
Minlmum Maximum Open or Closed System?
Nyt lion Vol bbls.
Anticipated Dally Injeclion Volume (bbls.) 500 2500 closed
Iz Injection to be by Gravity or Pressure? Approx. Pressure {Psl) Source of Waler 10 be Injected
As necessary AS necessary Paradox (Pennsylvani:
Are there any other Salt Water Disposal Wells Yes or No 1f 50 name one such well below
using thls xame Zone In this Field?
No
Name of Operetor of Disposal Well In same zone Lense Name Well No.
Ia this well g0 cased and completed that water can enter Yesor No Have notices of this application been matled or glven to Yes or No
no other formation than the above set vul Injection zone? all operatora within % mile of thiz Injection well?
Yes Yes
List names and afdresses of all operators within one-half (15) mite of this Injection well:
Merrion and Bayless ’
{as above) )
CERTIFICATE: I, the undersigned, under the penally of perjury, siste that I am the Steve 5. Ppunn of the
Merrion Oil & Gas Coxgg,

ed by aald company to make this reglort; and that this report was prepared
the incts stated therein are true, correct and complete to t

e best of my knowledge.

UCTIONS: .

}N?\mch = complele full-scale electrical log of thizg wel), If avallable.
Indicate on electricnl log, or by other evidence, the bage of fresh
water xones in ihis Neld,

2. Attach walvers from all bpersiors withlu ene-half (%) mite of Injec-
tion well, or coples ol letters notilylng such operators of thiy appli-
cation. Alsp atlach walver from surface owners of land on which the
disposal well Is Jocaled, or copy of Ietter from operator making this
applicaticn ootllylng such surface owners of thiz applfeatlon and
requesting walvers,

3. Bhould all necesrary walvers nol accempany application, the Btate
of Arlzons Ol & Gas Conseryslion Commission shsll hold such nppli-
cation for s period of ten (10) days from date of recefpt. If, afler
asid tenn (10) dny period. no prolest or request for a hearing Is ve-
celived, the application will then be processed,

7-24L& -

STATE OF ARIZONA
CIL & GAS CONSERVATION COMMISSION

v £G4 T arem

Date approved,

-’LM""---'//L
-
6/15/82
Date -
. STATE OF ARIZONA .
OI1L & GAS COMSERVATION COMMISSION
Appliestion To Dispose of Salt Water By Injection
Into a Porous Formation
File Two Coples
Form Ne, 15

Permit No. "-5—-/ J-‘
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OIL AND GAS CONSERVATION COMMISSTON

STATE OF ARIZONA

SPECIAL MEETING

BUSTNESS MEETING

June 28, 1991
10:80 a.m.

5150 North 16th Street
Suite B-141 ’
Phoenix, Arizona 85016

REPORTER'S TRANSCRIPT
OF

PROCEEDINGS

ORIGINAL KENT 1. CARTER, RPR,
Court Reporter

DUH McFATE REPORTING SERVICE, INC.
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APPEARANCES

JAMES E. WARNE, JR., P.E., Vice-Chairman
J. DALE NATIONS, Ph.D., Member

ARCHIE RQY BENNETT, Member

DANTEL J. BRENNAN, Ph.D.
Executive Director

LLARRY FELLOWS
State Geologist, State of Arigzona

STEVEN L. RAUZI
01l and Gas Specialist

GEORGE F. SHARPE, P.E.
Merrion 0il & Gas Corporation

STEVEN 8. DUNN, P.E., Operations Manager
Merrion 0il & Gas Corporation

JOE LANE
Special Asgistant, Intergovernmental Affairs
Office of the Governor

LESLIE SCHWALBE
Governor's Budget Office

CAROL B. LEWIN, ESQ.
Office of the Attorney General
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PROCEEDINGS

VICE~CHAIRMAN WARNE: Ladies and gentlemen, the
meeting will come to order, please.

Although T don't see it on here, I think we need
to call for approval of minutes of the last meeting.

DR. BRENNAN: We don't have minutes vet. That's
our next regular meeting.

VICE-CHATRMAN WARNE: For our next regular
meeting? Okay.

{The first item of business was the hearing

on the Merrion 0il & Gas Corporation application
for amendments to conditions of operations, which
ig found in a separate transcript.)

VICE-CHAIRMAN WARNE: I would like to point out
that I'm sure the recorder has the nameg of all visitors,
and something I should have addressed earlier; but everyone,
I saw that evervone did meet evervone else. And their
positions and their responsibilities understood by each
other. Except for the lady that came in later, I don't
believe I've had the pleasure of meeting her.

MS. SCHWALBE: I'm Leslie Schwalbe from the
Governor's Budget Office.

(Discussion off the record.)

VICE~-CHAIRMAN WARNE: All right, the meeting will

Dﬂﬂ McFATE REPORTING SERVICE, INC.
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resume; and next item on the agenda is the status of the
Commission office and staff by Dr. Brennan.

DR. BRENNAN: Well, as vou know, it does geem to
me that the budget was passed as proposed, so there will be
no funding for the Commisgion office for next vear. And the
functions are being transferred to the administrative
support of ﬁhe Geological Survey. And Steve.will be, I
guess, taken on by the Geological Survey and will be moving
to Tucson. The office will be moving to Tucson sometime
next month and Larry is working on that, and I don't know
how much further he's gotten than just that kind of a date.

And T will not be working for the Survev or the
Commission next month.

VICE-CHATRMAN WARNE: My understanding vour
pogition has been eliminated.

DR. BRENNAN: That's correct. So that's what
I'11 be doing, I'l1l be looking for work. So that's the
status.

VICE-CHAIRMAN WARNE: That's the status.

Meanwhile, vou and your staff are handling the
items and the evervday cats and dogs that come in the door?

DR. BRENNAN: Oh, ves, we are spending a lot of
time doing bookkeeping; because we are not bookkeepers, it
takes a lot longer than it takesg an expert to do that.

VICE-CHAIRMAN WARNE: Come on, Larry, you can

DDH McFATE REPORTING SERVICE, INC.
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help.

DR. BRENNAN: But we have had a lot of walk-in
business, too.

VICE-CHAIRMAN WARNE: You can dget into that with
vour report.

DR. BRENNAN: With my own report, ves, later on.

VICE-CHAIRMAN WARNE: Larry, do vou have any
comments on the revamp?

MR. FELLOWS: One thing I would like to add is we
are tryving to recrganize our own staff so that we will have
staff support for the oil and gas responsibility. To do
that, we have RIF'd one of our employees, we will use part
of the moneyv from the RIF to reclass and establish a couple
new pogsitiong. One will be a half-time secretarial position
to handle the books and the activities related to these
hearings and so on.

The other one will be a geologist that will be
available to help Steve, serve as a backup for him while he
is out on inspection trips and so on, and will be available
in the event that Steve is someplace else or on vacation or
whatever. We hope that we will be able to train him that
way. Or her.

So we're making progress on it. I can't add much
to what Dan said about the move; that is our plan right now,

to move sometime in the last part of July. Steve will

DUB McFATE REPORTING SERVICE, INC.
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remain here until the office is closed and the equipment and
furniture is moved out, and then will come to Tucson.

DR. NATIONS: Larry, is there a plan to send out
gsome sort of a notification to people that are concerned
about the change of location of the Commission activities?
Such as the companies.

MR. FELLOWS: No specific plan, bﬁt T would
expect that's one thing Steve will do very soon, after the
first of July. Right.

MR. RAUZI: You mean like change of address
notice?

DR. NATIONS: Yes.

MR. RAUZI: Oh, ves, that will have to be
handled.

DR. BRENNAN: We have a lot of our addresses on a
system where we can print out labels, and we'll send out
notices. Steve will send out notices to evervbody.

MR. RAUZI: Of course, evervbody that's in the
report will be notified. |

VICE-CHAIRMAN WARNE: Any other comments on the
activities?

Thank vou for the report. WNow vour report bv the
Executive Director.

DR. BRENNAN: Well, we have been busy; and day

before vesterday I was served a subpoena for testimonyv and

DUB McFATE REPORTING SERVICE, INC.
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to bring records in the case of a lawsuit, Cal Gas AP
Propane Company is suing Fenix and Scisson apparently over
the construction of their number one gas well, gas storage
well out in Glendale. That is the well that had the leak in
it a couple vears ago. So we have been called to testify:
and I have a copy of the subpoena here for our attorney, and
the date of tegtimony is July the 10th. But we've looked at
the files, we do have some information relating to these
wells, and so it will be available.

VICE-CHATRMAN WARNE: Is the suit baged on a
technical error, gquote-unguote, of some kind{ or is it
something else?

DR. BRENNAN: We have no knowledge of what the
suit is, this is just a subpoena for records and it doesn't
describe the suit at all.

MR. RAUZI: The defendants are giving us the
subpoena,

VICE-CHATRMAN WARNE: And thatf{'s Fenix and
Scisson?

DR. BRENNAN: Fenix and Scisson, right.

VICE-CHAIRMAN WARNE: It's my recollection that
you felt that they had done a professional job and they had
provided the kind of service that needed to be provided out
there in a timely manner and that sort of thing.

DR. BRENNAN: Well, neither of us were here when

DUB MeFATE REPORTING SERVICE, INC.
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the wells were built.

VICE~CHATRMAN WARNE: Oh, it was built.

DR. BRENNAN: I think that's what the suit is
about.

VICE-CHATRMAN WARNE: I thought it was the
blowout.

DR. BRENNAN: No, we are not talking about the
blowout. I think it‘s the leak.

MR, RAUZI: AP propane wants them to pay for all
the time the damage was done and they didn't use their
storage. We have all the records and we can take them down
to them. If their attorney thinks he's found something
helpful, I guess, in this process, he'll use it. I guess
they have done a good job. I couldn't offer an opinion.

VICE-CHAIRMAN WARNE: I missed the intent here.
I'm sorry I interrupted you.

DR. BRENNAN: That's quite all right. We don't
know what the lawsuit is about. In fact, the only reason we
know why they are suing even is Steve had been out making an
inspection at Cal Gas and they mentioned they were probably
going to be suing something.

MR. RAUZI: He just mentioned in passing they
were suing over that, and I never pressed him for it; but
then we get this, and obviously it's true.

DR. BRENNAN: So we received an application for a

DDB McFATE REPORTING SERVICE, INC.
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permit to drill from United Gas Search of Tulsa, Oklahoma.
And thevy have asked for a permit to drill right up here in
Section 10, Township 41 North, Range 11 West. It's in a
fault block. The surface is Triassic or Coconino, and they
plan to drill 6,500 foot well to test at least to the
Devonian.

They have a very professional looking well plan,
and the only thing we are waiting on now is for them to get
the correct form of bhond. They had sent us an irrevocable
letter of credit on an Oklahoma bank, and State Treasurer
here won't accept that, our laws require that we have some
kind of an instrument; we are going to get, I think, a
certificate of deposit on an Arizona bank. So that's all we
are waiting on now to issue them their permit to drill.

MR. RAUZI: And they will be the first people to
test the new té}m of applicable for a general use permit
from DEQ.

DR. BRENNAN: You may recall that when Jay
$hields drilled his well we had to reguire that he had all
steel tanks and he could not use any pits at all. DEQ has
reevaluated their position apparently, and they now have
this application for applicability for a general permit for
well congtruction; and they will allow vou to use a pit that
is lined with plastic. And that's pretty much standard

practice now.

DDD McFATE REPORTING SERVICE, INC.
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So that's going to cut the cost of drilling in
Arizona by a whole bunch and make it possible to do some
exploration. That had just about turned people off when
they found out they couldn't have a pit. 8o this will be a
better method; and it still will protect the groundwater,
which is what we have to be concerned about.

So things are looking forward there. This will
be a very interesting well. It is geoing to be a deep well,
and it's testing a new kind of a theory in that area in a
fault block, and reportedly a visitor the other day talked
to Steve.

pidn't he say there was a seep?

MR. RAUZI: Well, he was the man involved in the
bidding war they had down there. That lease cost them seven
bucks an acre, which is probably $§2 an acre to start. And
he claimed that there was going to have a partnership with
this company. And that their lease would expire and they
were going to go down and pick up the lease, renew the lease
and come to agreement. Well, when they showed up at the
bidding, thev showed up, too, and outbid him and picked up
the lease.

But he said there is a surface structure there
and a seep, an old seep. 8So I suppose there is a seep
there. But there was a bidding war over it.

DR. BRENNAN: Very interesting prospects.

DUH McFATE REPORTING SERVICE, INC.
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DR. NATIONS: There have been reports of seeps up
in that strip country.

MR. RAUZI: Fvidently they went out and all
looked at it together. And they really didn't feel good
Wwhen they showed up at the lease also and then ocutbid them
on the property. They bid on three different tracts and
they had bidding wars on all three of them, and United Gas
Service picked every one of them up. They are obviously
serious about this. I haven't seen it myself, but something
up there caught their eye.

DR. BRENNAN: I started working on a little
descriptive article about this which I'll try to finish
shortly and try to send it in to the 0il and Gas Journal for
a little more publicity for Arizona. So we will see if I
éan get that done pretty quick.

I think that's all I have.

VICE-CHAIRMAN WARNE: End of vour report?

No comments on the report?

DR. NATIONS: Just one gquestion. How does the
location of that relate to that virgin field up in Utah?
Isn't that nearby in Utah?

DR. BRENNAN: Probably close. The virgin field,
I think, is up more over here. It's a good 15 or 20 miles
away. This well is about 1¢ miles south southeast of

St. George. You can't get there from here, you got to go to

DDH McFATE REPORTING SERVICE, INC.
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Utah first.

DR. NATIONS: There is production not far away,
15 or 20 miles.

DR. BRENNAN: For Arizona that's pretty close.

MR. RAUZI: Call it production, I don't think
it's commercial. There has been production.

VICE-CHATIRMAN WARNE: S8teve, could we have vyour
report now, please?

MR. RAUZI: All right. Didn't make a written
report because this is kind of like a special meeting:; but a
couple of things that happened.

Kerr-McGee gscheduled a mechanical integrity test
of their salt water injection well. I went up and witnessed
that. Tt was a good test. And we just tested the annular
splice between the tubing that goes down to the injection
zone in the case to make sure there is no leaks in that,

It's Kerr-McGee policy to do that once a vear,
and Kerr-McGee likes to have a man from the government come
out to witness that so in the file it shows that ves,
indeed, it was witnessed and approved. And they pressured
it up to 780 pounds a square inch, and it held like a rock
for 30 minutes; so it was a good test.

Ancother thing that has occurred, I made a phone
call yesterday or the day before, made it on Wednesday, to

United Gag Services just to discuss some of the guestions we

HDU McFATE REPORTING SERVICE, INC,
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had on the permit, to clarify those. And kind of clarify
some of the State rules. And on Thursday they were going
out with BLM to inspect the location. BLM, of course, is
concerned that this rig is not going to be unsightly viewed
to tourists going down the gtrip area, can't be seen over
the cliffg, or the road slope is correct angle.

But aside from that, they wanted to make sure
they got all that cleared up with the BLM, and they were
going to get the permit for determination of applicability
from DEQ; and then they were going to go ahead and get that
bond and get that permit.

The other thing that happened that I was qguite
thrilled with.is I put that report together on the Wittman
area and I gave it a title called 0il and Gas Shows in
Central Arizona Receive Another Look. And I sent it to 0Oil
and Gag Journal on Friday. I guess he got it on Monday and
read it, called me on Tuesday and wanted a biographyv and a
picture. He's going to get that to first issue he can. He
enjovs hearing from Arizona.

VICE-CHAIRMAN WARNE: He sure needed material,
didn't he.

MR. RAUZI: Well, I think, vou know, in the
country I think they have this vision of Arizona as being
out there in the west. Whenever they have something on

Arizona, it grabs people's eye. And he said they like to

DDH McFATE REPORTING SERVICE, INC,
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hear from Arizona and things that are happening in Arizona.
And the 0il and Gas Journal is probably one of the most
widely read magazines amongst oil and gas individuals that
there is.

DR. NATIONS: Worldwide.

MR. RAUZI: Whether vou are an engineer, an
operating, a geologist, yvou probhably see theloil and Gas
Journal in vour office. But, of course, it made us feel
good here.

VICE-CHAIRMAN WARNE: You sent them an early
picture of vourself.

MR. RAUZI: I said I didn't have a picture. He
sgaid a Polaroid will do. Well, we happened to have a
Polaroid; so Dan, he went outgside here and he took my mug
shot, and I sent it in. We will see what it looks like. He
expects it to be in there in the July isgsue sometime.

VICE~CHAIRMAN WARNE: I don't know, most of us
have been around a while really appreciate that kind of
activity.

DR. BRENNAN: Well, vou know, we're trying to
promote Arizona. That's our job.

VICE~CHAIRMAN WARNE: 1Is that the end of your
report, sir?

MR. RAUZI: That's it.

VICE-CHAIRMAN WARNE: Questiong?

HDB McFATE REPORTING SERVICE, INC.




16
17
18
19
20
21
22
23

24

15

DR. NATIONS: Commigssion and vigitors might be
interested in that Roosevelt Lake development.

MR. RAUZI: Okay. Well, I really don‘t have a
lot of information on that. I did call the forest ranger
out there, Dennis Roy. And he referred me to technical
person here in the Phoenix district, and I talked to him.
And they basically drilled that well for a water well and
couldn't use it because of that H2S gas, but thev did get an
electric log on it; and I asked him if we could get a copy,
he said he would send us one. |

But DWR does have all the records because it is a
water well, they went through DWR on the drilling. So I was
thinking if T don't hear from them too quick, I will just
drive down here to the DWR office on 16th Street or south of
the freeway.

DR. NATIONS: But you didn't tell him what
happened? Unless it's public knowledge, mavbe it is.

DR. BRENNAN: 1It's been in the newspaper.

MR. RAUZI: I didn't get a lot of information
here, but I understand that they were drilling down through
some conglomerate and they started to get a little smell of
H28 gas; and it kept getting stronger, they broke into some
limestone, rotary drilling, and they did get quite a hit of
H28 gas. And I wrote some notes down on the amount.

Can vou remember, was it 78 parts per million

D["l McFATE REPORTING SERVICE, INC.
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H257?

DR. BRENNAN: T don't know.

MR. RAUZI: But they got a little machine out
there. The problem was that they didn't feel that the well
would he any good, so they are going to plug it. And I
don't mean just cap it, just put a cap on the top; they are
going to literally plug and abandon this well, because they
feilt it would be better to use lake water or some other
reason. And they had another well nearby that had good
water, so I don't know what the situation is.

But we have a prospect file on this area. There
was evidently, according to this prospect file, an o0il sand,
an outcrop out there. And maybhe some carbonate rocks or
carbonate'rocks kind of have an aroma of oil material to it.
But in light of this, there is obviously some H2S gas down
there, which is kind of intriguing in an exploration sense.
But T really don't have a lot of data on that well. We |
weren't involved in it because it was drilled as a water
well, so nobody came through us.

DR. BRENNAN: Late on a Friday afternoon a fellow
from the Forest Service in Albuguerqgue called us almost 5:00
o'clock and asked if we could help them with the H2S
problem, and we're probablyv the only people in town that
could have, and mavbe the state. 8o I gave him the name of

several H2S8 safety companies to call. Apparently they got
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them out here to take care of it.

I told him first thing to do is clear the site,
which thev were doing. And also gave them a 24-hour
telephone number of the BLM in Farmington, which theyv also
didn't know. 8o we serve ag a repository for all kinds of
strange information for people. You know, both Steve and I
went over to Midland last vear or early this vear for H2S
gafety training, because we have H28 in a lot of ocur wells.

VICE-CHAIRMAN WARNE: What is the depth they

began encountering the stuff? Within four or 506 feet, I

reckon.

MR. RAUZI: I think they started encountering
this at 1,500 or something.

VICE-CHAIRMAN WARNE: Hell of a deep water well.
I wouldn't want to pay for the juice to pump the water ocut
if I was going to do much with it.

MR. RAUZI: He said they had a well nearby that
was artesian.

VICE-CHAIRMAN WARNE: And they are fooling around
at 1,600 feet? Oh, boy.

Joe, you want to payv for that one?

MR. LANE: No, sir.

VICE~-CHATRMAN WARNE: T think vou just did.

That's the end of the report. Are there any more

comments?
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DR. NATIONS: I thought this was funny, because
we might have the Forest Service out to drilling holes and
they might make a big discovery for us. You never Know.

MR. RAUZI: Well, a couple wells have been
drilled, they had more luck than the people drilling the oil
well., They found H2S gas.

DR. NATIONS: The Martin formatioﬁ is the one
probably vielding that gas, as vou mentioned already. And
it's well known as one of the most petroliferous rocks in
Arizona. Anywhere that occurs it's a possibility and vyou
might find something.

MR. RAUZI: Is a little bit trapped here, though.
Could be jusi over there.

VICE~-CHATRMAN WARNE: All the way to Tombstone.

Are there any comments from the public?

At this point that's the next item on our little
agenda, call to the public.

There being no comments from that end of things,
are there any other announcements that we should know of
before we adjourn?

DR. BRENNAN: T don't think so. You will want to
eventually make up your date for your next meeting.

You may have already talked about that.

We did that last time.

DR. NATIONS: We did that last time.
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September 6.

VICE~CHAIRMAN WARNE: I have forgetten, but it's
next month., Or no, month after next.

DR. NATIONS: Think it's September 6, if I
remember right.

VICE-CHATRMAN WARNE: We decided if we didn't
need to meet, we wouldn't meet; and meanwhile, if there was
anyvthing between our last meeting and the September meeting,
we would be called to order. Which we are.

MR. BENNETT: Then the meeting may not be on
September 67

VICE-CHATRMAN WARNE: No, T am saving we will not
have a meeting until September 6 unless subject matter comes
up that requires our attention.

There being no further business, the meeting
shall be adjourned.

{(Concluded at 10:5¢ a.m.)
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