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A P P E A R A N C E S 

FOR THE NEW MEXICO OIL CONSERVATION DIVISION: 

ROBERT G. STOVALL, ESQ• 
G e n e r a l C ounsel 
S t a t e Land O f f i c e B u i l d i n g 
S anta Fe. New Mexico 87504 

FOR THE APPLICANT: 

CAMPBELL, CARR, BERGE & SHERIDAN, P.C 
Post O f f i c e Box 2208 
Santa Fe, New Mexico 87504-2208 
BY: WILLIAM F. CARR, ESQ. 
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EXAMINER CATANACH: C a l l t h e h e a r i n g 

back t o o r d e r and a t t h i s t i m e w e ' l l c a l l Case 

1055 2. 

MR. STOVALL: A p p l i c a t i o n o f ARCO O i l 

and Gas Company f o r p o o l c r e a t i o n and c o n t r a c t i o n 

and, i f a p p l i c a b l e , p o o l e x t e n s i o n s and/or 

r e d e s i g n a t i o n s , Lea County, New Me x i c o . 

EXAMINER CATANACH: Are t h e r e 

a p p e a r a n c e s i n t h i s case? 

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

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

f i r m C a m p b e l l , C a r r , Berge & S h e r i d a n . We 

r e p r e s e n t ARCO O i l and Gas Company i n t h i s case, 

and I have t h r e e w i t n e s s e s . 

I w o u l d l i k e t h e r e c o r d t o r e f l e c t t h a t 

t h e s t y l e o f t h e case was g e n e r a t e d by t h e 

D i v i s i o n and n o t by ARCO, p a r t i c u l a r l y t h e 

p r o v i s i o n t h a t Mr. S t o v a l l had a h a r d t i m e 

r e a d i n g . I w o u l d f u r t h e r r e q u e s t t h a t t h i s case 

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

Cases 10553 and 10554. They a l l r e l a t e t o t h e 

c r e a t i o n o f t h e South J u s t i s U n i t and we t h i n k i t 

w o u l d be a p p r o p r i a t e t o c o n s o l i d a t e them f o r 

p u r p o s e s o f h e a r i n g , b u t w o u l d r e q u e s t t h a t 

s e p a r a t e o r d e r s e n t e r . 
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MR. STOVALL: I w o u l d l i k e t h e r e c o r d 

t o r e f l e c t t h a t t h e D i v i s i o n t r i e d t o i n t e r p r e t 

Mr. C a r r ' s a p p l i c a t i o n . 

EXAMINER CATANACH: So r e c o r d e d . At 

t h i s t i m e w e ' l l c a l l Case 10553 and Case 10554. 

MR. STOVALL: 10553 i s t h e a p p l i c a t i o n 

o f ARCO O i l and Gas Company f o r s t a t u t o r y 

u n i t i z a t i o n . Lea County, New Me x i c o . 

Case 10554 i s t h e a p p l i c a t i o n o f ARCO 

O i l and Gas Company f o r a p p r o v a l o f a w a t e r f l o o d 

p r o j e c t , Lea County, New Me x i c o . 

EXAMINER CATANACH: Are t h e r e 

a d d i t i o n a l a p p e a r a n c e s i n any o f t h e s e t h r e e 

cases ? 

W i l l y o u r w i t n e s s e s p l e a s e s t a n d t o be 

sworn i n , Mr. C a r r . 

[The w i t n e s s e s were duly sworn.] 

RAY PYLE 

H a v i n g been f i r s t d u l y sworn upon h i s o a t h , was 

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

EXAMINATION 

BY MR. CARR: 

0. W i l l you s t a t e y o u r name f o r t h e 

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

A. My name i s Ray P y l e . 

RODRIGUEZ-VESTAL REPORTING 
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0. Where do you r e s i d e ? 

A. I r e s i d e i n M i d l a n d , Texas. 

0. By whom a r e you employed and i n what 

c a p a c i t y ? 

A. I'm employed by ARCO O i l and Gas. I 

work as a p e t r o l e u m landman f o r ARCO. 

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

t h e New Mexico O i l C o n s e r v a t i o n D i v i s i o n ? 

A. No, I have n o t . 

0. Would you summarize f o r Mr. Catanach 

y o u r e d u c a t i o n a l b a c k g r o u n d and t h e n r e v i e w y o u r 

work e x p e r i e n c e ? 

A. My u n d e r g r a d u a t e d e g r e e i s i n 

c o m m u n i c a t i o n . I'm a c e r t i f i e d p e t r o l e u m 

landman. I worked as a landman f o r t h e l a s t 14 

y e a r s ; t h e l a s t f o u r y e a r s o f w h i c h I worked f o r 

ARCO O i l and Gas, and p r i o r t o t h a t t i m e as an 

i n d e p e n d e n t landman. 

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

f i l e d i n each o f t h e s e cases? 

A. Yes. I s t a r t e d w o r k i n g on t h i s p r o j e c t 

i n A p r i l 1991. 

O. I n f a c t , y o u ' r e t h e l a n d p e r s o n 

r e s p o n s i b l e f o r c o n t a c t i n g w o r k i n g i n t e r e s t 

owners and r o y a l t y i n t e r e s t owners, b o t h b e f o r e 

RODRIGUEZ-VESTAL REPORTING 
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and a f t e r an o r d e r i s e n t e r e d i n t h i s case, 

assuming one w i l l be e n t e r e d ? 

A . Yes. 

Q. Are you f a m i l i a r w i t h t h e s t a t u s o f t h e 

l a n d s i n t h e p r o p o s e d South J u s t i s U n i t a rea? 

A . Yes. I am. 

MR. CARR: We t e n d e r Mr. P y l e as an 

e x p e r t w i t n e s s i n p e t r o l e u m l a n d m a t t e r s . 

EXAMINER CATANACH: Mr. P y l e i s sc 

q u a l i f i e d . 

0. Would you b r i e f l y summarize what ARCO 

O i l and Gas Company seeks i n t h e s e c o n s o l i d a t e d 

cases ? 

A. We're s e e k i n g , f i r s t o f a l l , s t a t u t o r y 

u n i t i z a t i o n of t h e South J u s t i s U n i t c o m p r i s e d o f 

5.360 a c r e s made up o f f e d e r a l , s t a t e and f e e 

l a n d s ; a l s o , t h e c r e a t i o n o f a new 

B l i n e b r y - T u b b - D r i n k a r d p o o l , a l o n g w i t h a 

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

J u s t i s - B l i n e b r y o i l p o o l and t h e 

J u s t i s - T u b b - D r i n k a r d o i l p o o l ; a l s o s e e k i n g 

a p p r o v a l o f a w a t e r f l o o d p r o j e c t i n t h e new p o o l . 

Q. Mr. P y l e , w o u l d you p l e a s e i d e n t i f y 

w h a t ' s marked as E x h i b i t No. 1. I t h i n k a copy 

o f t h a t i s on t h e e a s e l ? 

RODRIGUEZ-VESTAL REPORTING 
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A. E x h i b i t No. 1 i s an o r i e n t a t i o n map 

j u s t t o show you where t h e u n i t i s l o c a t e d i n 

r e l a t i o n s h i p t o Lea County, t o t h e s o u t h e a s t e r n 

c o r n e r o f Lea County. I t ' s a b o u t two m i l e s e a s t 

o f J a l , New Mexi c o . 

0. L e t ' s move now t o E x h i b i t No. 2 w h i c h 

i s a l s o on t h e e a s e l . Would you i d e n t i f y t h a t 

and r e v i e w t h a t f o r Mr. Catanach? 

A. E x h i b i t No. 2 o u t l i n e s i n r e d t h e 

p r o p o s e d u n i t o u t l i n e . The o u t l i n e i n p i n k i s 

t h e e x i s t i n g J u s t i s - B l i n e b r y p o o l and t h e o u t l i n e 

i n g r e e n i s t h e e x i s t i n g J u s t i s - T u b b - D r i n k a r d 

p o o l . I t shews t h e c o r r e l a t i o n between t h e u n i t 

a r e a w i t h t h e e x i s t i n g p o o l s . I t w i l l be used 

l a t e r on i n f u r t h e r t e s t i m o n y . 

Q. A l l r i g h t . L e t ' s move on t o E x h i b i t 

No. 3. Could you i d e n t i f y t h a t ? 

A. E x h i b i t No. 3 i s an e n l a r g e m e n t o f our 

E x h i b i t A t o t h e u n i t a g reement. I t shows you 

t h e o u t l i n e o f t h e p r o p o s e d u n i t . I t shows you 

t h e c h a r a c t e r o f t h e l a n d . The g r e e n s l a s h e d 

l a n d i s t h e f e d e r a l a c r e a g e t o t a l i n g 2,800 a c r e s , 

r e p r e s e n t i n g 52.24 p e r c e n t o f t h e u n i t a r e a . 

The s l a s h e d a c r e a g e i n r e d i s s t a t e 

l a n d . 920 a c r e s , r e p r e s e n t i n g 17.16 p e r c e n t o f 
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th e u n i t a r e a , and t h e w h i t e t r a c t s a r e t h e f e e 

l a n d s . I t ' s 1,640 r e p r e s e n t i n g 30.60 p e r c e n t o f 

th e u n i t a r e a . 

Y o u ' l l a l s o n o t e t h a t t h e f e d e r a l and 

l e a s e numbers a r e i l l u s t r a t e d on t h o s e t r a c t s 

t h a t a r e f e d e r a l and s t a t e l a n d s , as w e l l as t h e 

name f o r t h e r e c o r d t i t l e , a c c o r d i n g t o t h e s t a t e 

and f e d e r a l r e c o r d s . 

Q. L e t ' s now move t o y o u r E x h i b i t No. 4. 

F i r s t w o u l d you i d e n t i f y t h a t and t h e n e x p l a i n t o 

Mr. Catanach what t h e y show. I s i t i n t h e 

f o l d e r ? 

A. I t ' s i n t h e m a n i l a f o l d e r , y e s . 

E x h i b i t No. 4 i s E x h i b i t B and C o f t h e u n i t 

a g r eement. I t shows t h e c u r r e n t o w n e r s h i p on a 

t r a c t - b y - t r a c t b a s i s , s h o w i n g t h e r e c o r d t i t l e 

o w ners, r o y a l t y i n t e r e s t owners, o v e r r i d i n g 

r o y a l t y owners and w o r k i n g i n t e r e s t owners. 

E x h i b i t C, w h i c h i s on t h e back 

f o l l o w i n g E x h i b i t B t h e r e , i s a s e p a r a t e e x h i b i t 

t h a t shows t h e t r a c t p a r t i c i p a t i o n f o r each 

i n d i v i d u a l t r a c t . One t h i n g you m i g h t n o t e i n 

E x h i b i t B i s t h o s e t r a c t s t h a t have uncommon 

o w n e r s h i p between t h e B l i n e b r y and t h e 

T u b b - D r i n k a r d . We have c h a r a c t e r i z e d t h o s e w i t h 
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t h e l e t t e r A f o r t h e T u b b - D r i n k a r d . 

An example o f t h a t on page 12, i f you 

l o o k a t t h a t , you have t r a c t 42 t h a t i s s h o w i n g 

t h e B l i n e b r y o w n e r s h i p i n t h e r e , and t h e n on page 

14, on E x h i b i t B, y o u ' l l see t h e T u b b - D r i n k a r d 

o w n e r s h i p . 

We d i s c u s s e d t h a t w i t h t h e BLM i n t e r m s 

o f how t o b e s t i l l u s t r a t e t h o s e i n t h a t e x h i b i t , 

and so t h a t ' s what we d i d . We d i d n ' t use a 

s e p a r a t e t r a c t number, we j u s t added t h e A i n 

t h e r e f o r t h o s e few t r a c t s t h a t had uncommon 

o w n e r s h i p between t h e B l i n e b r y and t h e 

Tubb-Dr i n k a r d . 

0. L e t ' s move now t o ARCO E x h i b i t No. 5. 

Would you i d e n t i f y t h a t ? 

A. E x h i b i t No. 5 i s t h e u n i t a greement. 

I t has t h e b a s i c , s t a n d a r d p r o v i s i o n s as i n most 

u n i t a g r e e m e n t s . We p a t t e r n e d t h i s a f t e r t h e 

u n i t agreement t h a t was t h e E u n i c e Monument S o u t h 

u n i t a greement. 

When d i s c u s s i n g t h i s w i t h t h e l a n d 

o f f i c e , t h a t i s t h e u n i t agreement t h a t i s 

recommended i n t e r m s o f f o r m f o r s e c o n d a r y 

r e c o v e r y f o r f e d e r a l , s t a t e and f e e l a n d s . 

I t r e f l e c t s , b a s i c a l l y , t h e c h a r a c t e r s 
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of t h e l a n d , p r o v i d e s f o r w a t e r f 1 o o d i n g and s e t s 

o u t t h e b a s i s f o r t h e p a r t i c i p a t i o n f o r each o f 

t h e owners. 

0. Does t h i s agreement p r o v i d e f o r t h e 

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

g o v e r n m e n t a l a g e n c i e s ? 

A. Yes, i t does. S e c t i o n 11 a l l o w s f o r 

p e r i o d i c f i l i n g o f p l a n s o f o p e r a t i o n . 

0. W i l l t h e s e p l a n s be f i l e d w i t h t h e O i l 

C o n s e r v a t i o n D i v i s i o n a t t h e same t i m e t h e y ' r e 

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

A. Yes, t h e y w i l l . 

Q. Do you a n t i c i p a t e any f u r t h e r changes 

b e i n g made t o t h e t e x t o f t h i s agreement? 

A. No, we do n o t . The t e r m s and 

p r o v i s i o n s s h o u l d r e m a i n t h e same. Any changes 

m i g h t be a l o n g t h e l i n e o f s p e l l i n g , w o r d i n g , 

t h a t t y p e o f t h i n g ; n o t h i n g t h a t w o u l d i m p a c t t h e 

t e r m s o f t h e p r o v i s i o n s i n t h e agreement. 

Q. L e t ' s i d e n t i f y what has been marked as 

ARCO E x h i b i t No. 6? 

A. E x h i b i t No. 6 i s t h e u n i t o p e r a t i n g 

a greement. I t ' s p a t t e r n e d a f t e r , a l s o , t h e 

E u n i c e Monument South o p e r a t i n g a g r e e m e n t . I t 

c o n t a i n s t h e b a s i c s t a n d a r d p r o v i s i o n s o f a u n i t 
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o p e r a t i n g agreement. I t o u t l i n e s t h e s u p e r v i s i o n 

and t h e management o f t h e u n i t , d e f i n e s t h e 

r i g h t s and d u t i e s o f a l l o f t h e p a r t i e s ; shows 

how t h e i n v e s t m e n t s and c o s t s a r e t o be s h a r e d ; 

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

d e c i s i o n s t o be made by t h e w o r k i n g i n t e r e s t 

owners; and i t s e t s o u t s t a n d a r d COPAS p r o v i s i o n s 

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

0. Has ARCO r e v i e w e d t h i s p r o p o s a l w i t h 

t h e Bureau o f Land Management? 

A. Yes, we have. When I f i r s t s t a r t e d 

w o r k i n g t h i s p r o j e c t , I c o n t a c t e d t h e BLM, 

v i s i t e d r e g a r d i n g what our o b j e c t i v e s were, asked 

them r e g a r d i n g t h e t i m e f r a m e s o f t h e f i l i n g 

d a t e s and t h a t t y p e o f t h i n g . 

We had our f i r s t m e e t i n g w i t h t h e BLM 

on t h e 22nd o f May, 1991. We met w i t h Armando 

Lopez and t h e o t h e r s t a f f members t h e r e i n 

R o s w e l l . We were r e p r e s e n t e d by our g e o l o g y 

d e p a r t m e n t , as w e l l as e n g i n e e r i n g and l a n d . We 

d i s c u s s e d t h e u n i t o u t l i n e a t t h a t t i m e . We 

d i s c u s s e d and showed them our i n i t i a l d r a f t s o f 

th e u n i t a greement. A l s o we d i s c u s s e d t h e b a s i c 

o b j e c t i v e s t h a t we had, asked f o r t h e i r 

s u g g e s t i o n s and g u i d a n c e as we went a l o n g on i t . 
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We made a p p l i c a t i o n w i t h t h e BLM on 

F e b r u a r y 4, 1992, f o r p r e l i m i n a r y a p p r o v a l . I f 

y o u ' l l l o o k a t E x h i b i t No. 7, t h a t ' s a l e t t e r 

d a t e d March 9, 1992, where t h e BLM gave us t h e 

p r e l i m i n a r y a p p r o v a l d e s i g n a t i n g t h e p r o p o s a l as 

an a r e a l o g i c a l l y s u i t e d f o r d e v e l o p m e n t as an 

a r e a under a u n i t p l a n . 

0. Have you r e v i e w e d t h i s p r o p o s a l w i t h 

t h e New Mexico S t a t e Land O f f i c e ? 

A. Yes, we have. We f o l l o w e d b a s i c a l l y 

t h e same o u t l i n e , same t i m i n g . I n d i s c u s s i n g 

t h i s w i t h t h e BLM, we d i s c u s s e d i t a l s o w i t h t h e 

New Mexico S t a t e Land O f f i c e . Our f i r s t m e e t i n g 

w i t h them was May 23, 1991. The same p a r t i e s as 

I m e n t i o n e d t h a t met w i t h t h e BLM a l s o met w i t h 

t h e S t a t e Land O f f i c e . 

B a s i c a l l y , r e v i e w i n g t h e same t y p e s o f 

i n f o r m a t i o n w i t h them t h a t we d i d w i t h t h e BLM, 

a s k i n g f o r t h e i r i n p u t or s u g g e s t i o n s . We made 

our w r i t t e n a p p l i c a t i o n f o r p r e l i m i n a r y a p p r o v a l , 

a l s o on F e b r u a r y 4, 1992 w i t h t h e S t a t e Land 

O f f i c e , and i f y o u ' l l n o t i c e i n E x h i b i t No. 8, i t 

shows t h e p r e l i m i n a r y a p p r o v a l by t h e 

Co m m i s s i o n e r s o f P u b l i c Lands, and t h a t was d a t e d 

March 1 1 , 1992. 
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0. Would you i d e n t i f y ARCO E x h i b i t No. 9? 

A. E x h i b i t No. 9, t h a t e x h i b i t i s t h e same 

as t h e E x h i b i t D t o t h e u n i t o p e r a t i n g 

a g r e e m e n t . That l i s t s a l l o f t h e w o r k i n g 

i n t e r e s t owners a l p h a b e t i c a l l y . I t shows t h e i r 

i n t e r e s t t h a t t h e y have i n each i n d i v i d u a l t r a c t 

i n w h i c h t h e y own an i n t e r e s t , and i t a l s o t o t a l s 

up t h e i r i n t e r e s t on t h a t t o r e f l e c t t h e i r e n t i r e 

i n t e r e s t w i t h i n t h e u n i t . 

Q. Cou l d you r e v i e w y o u r e f f o r t s t o o b t a i n 

t h e s u p p o r t o f t h e s e w o r k i n g i n t e r e s t owners i n 

t h i s u n i t p l a n ? 

A. We gave a b r i e f h i s t o r y o f our c o n t a c t 

i n w o r k i n g w i t h t h e w o r k i n g i n t e r e s t owners. 

ARCO f i r s t became i n v o l v e d w i t h t h e w o r k i n g 

i n t e r e s t owners i n p u r s u i n g a s e c o n d a r y r e c o v e r y 

p r o j e c t i n 1984. At t h a t t i m e we p a r t i c i p a t e d i n 

a t e c h n i c a l c o m m i t t e e i n w h i c h t h e e f f o r t was t o 

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

B l i n e b r y and t h e T u b b - D r i n k a r d . 

I n 1986, t h e f i r m o f Hickman & 

A s s o c i a t e s i n M i d l a n d c o n d u c t e d a t e c h n i c a l 

s t u d y , f e a s i b i l i t y s t u d y , and t h e r e s u l t s o f 

t h e i r s t u d y were r e l e a s e d i n 1987. The Hickman 

r e p o r t b a s i c a l l y recommended t h e w a t e r f 1 o o d i n g o f 
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t h e f i e l d i n two u n i t s . S. J. M i s s o u l o p u b l i s h e d 

a g e o l o g i c a l s t u d y as p a r t o f t h a t Hickman 

f e a s i b i l i t y r e p o r t . 

As a r e s u l t o f t h a t s t u d y and r e p o r t , 

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

s e c o n d a r y r e c o v e r y u n i t i n t h e South J u s t i s f i e l d 

and t o o k on t h e r o l e as e x p e d i t e r a t t h a t t i m e . 

June o f 1991, t h e t e c h n i c a l c o m m i t t e e r e p o r t was 

ap p r o v e d . J a n u a r y o f 1992 t h e e q u i t y f o r m u l a , 

p a r t i c i p a t i o n f o r m u l a , was a p p r o v e d . 

At t h i s p o i n t i n t i m e we have 

a p p r o x i m a t e l y 50 w o r k i n g i n t e r e s t owners w i t h i n 

t h e p r o p o s e d u n i t . We have not--ARC0 has n o t 

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

b a l l o t t e d each one o f t h e w o r k i n g i n t e r e s t owners 

s e e k i n g t h e i r b a l l o t o f s u p p o r t . At t h i s p o i n t 

we a r e i n excess o f 91 p e r c e n t s u p p o r t f r o m t h e 

b a l l o t s t h a t we s e n t o u t , and we have r e c e i v e d no 

n e g a t i v e v o t e . 

0. What has ARCO done t o o b t a i n s u p p o r t 

f r o m t h e r o y a l t y i n t e r e s t owners i n t h e u n i t 

a r ea? 

A. F o l l o w i n g t h e a p p r o v a l o f t h e u n i t 

agreement by t h e w o r k i n g i n t e r e s t o wners, we have 

p r e p a r e d and d i s t r i b u t e d a r o y a l t y owner b r o c h u r e 
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as E x h i b i t 10. The p u r p o s e o f t h e b r o c h u r e i s t o 

e x p l a i n t h e p r o j e c t t o t h e w o r k i n g i n t e r e s t 

owners. We s e n t t h a t t o them a l o n g w i t h t h e u n i t 

agreement and a l e t t e r s e e k i n g t h e i r s u p p o r t as 

w e l l f o r t h e u n i t . We d i d n o t , a g a i n , p r o c e e d 

w i t h g e t t i n g p r e h e a r i n g r a t i f i c a t i o n s f r o m them. 

At t h i s p o i n t i n t i m e we have i n excess 

of 80 p e r c e n t b a l l o t t e d s u p p o r t f r o m t h e r o y a l t y 

owners. We s t i l l have t h o s e b a l l o t s coming i n , 

and we have n o t r e c e i v e d any n e g a t i v e v o t e f r o m 

r o y a l t y owners. 

Q. I s ARCO E x h i b i t No. 11 a copy o f an 

a f f i d a v i t f r o m t h e law f i r m , C a m p b e l l , C a r r , 

Berge & S h e r i d a n , c o n f i r m i n g t h a t n o t i c e o f 

t o d a y ' s h e a r i n g has been p r o v i d e d i n a c c o r d a n c e 

w i t h OCD r u l e s ? 

A. Yes. 

Q. To whom was n o t i c e m a i l e d ? 

A. We m a i l e d n o t i c e t o a l l i n t e r e s t owners 

w i t h i n t h e u n i t a r e a , a l l s u r f a c e owners f o r a l l 

p r o p o s e d i n j e c t i o n w e l l s , and a l l l e a s e h o l d 

o p e r a t o r s w i t h i n a o n e - m i l e r a d i u s o f t h e u n i t 

b o u n d a r y . 

Q. Are t h o s e owners i d e n t i f i e d by name and 

a d d r e s s on E x h i b i t A t o t h i s a f f i d a v i t ? 
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A . Yes. 

Q. B e h i n d t h a t a f f i d a v i t we f i r s t have 

r o y a l t y owners, t h e n we have w o r k i n g i n t e r e s t 

o wners, l a t e r t h a n t h a t we have s u r f a c e owners, 

and t h e n we have o t h e r o p e r a t o r s w i t h i n t h e a r e a s 

o f r e v i e w , i s t h a t c o r r e c t ? 

A. T h a t ' s c o r r e c t . 

0. Kow was t h i s l i s t o f owners a c t u a l l y 

p r e p a r e d ? 

A. The u n i t a r e a has been h e l d by 

p r o d u c t i o n f o r s e v e r a l y e a r s , numerous y e a r s . I 

d o n ' t know how f a r back t h e p r o d u c t i o n goes. As 

a r e s u l t o f t h a t , we have r e l i e d on t h e o p e r a t o r s 

t o p r o v i d e us w i t h t h e i r pay s h e e t s f o r t h e 

u p d a t e d i n f o r m a t i o n r e g a r d i n g t h e o w n e r s h i p . 

We've a l s o done, i n i t i a l l y , e a r l y on i n 

t h e p r o c e s s , c o u r t h o u s e and r e c o r d checks t o 

b e g i n t o e s t a b l i s h our o w n e r s h i p . 

0. S i n c e n o t i c e o f t h i s h e a r i n g was 

p r o v i d e d , a p p r o x i m a t e l y how many p e o p l e d i d you 

g i v e n o t i c e t o , do you know? 

A. There were i n excess o f 395 r o y a l t y 

o wners, 50 w o r k i n g i n t e r e s t owners. I d o n ' t know 

i n t e r m s o f t h e o t h e r numbers f o r t h e s u r f a c e . I 

w o u l d e s t i m a t e t h e t o t a l number i n ex c e s s o f 450 
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p e o p l e . 

0. A f t e r p r o v i d i n g n o t i c e t o t h e s e 

i n d i v i d u a l s , d i d you d i s c o v e r new a d d r e s s e s or 

changed a d d r e s s e s f o r any o f t h e i n t e r e s t owners? 

A. There were some t h a t came back where we 

were a b l e t o f i n d o u t a more u p - t o - d a t e a d d r e s s 

and we i m m e d i a t e l y t r i e d t o g e t n o t i c e o u t t o 

them as we 1 1 . 

0- About how many p e o p l e a r e we t a l k i n g 

a b o u t ? 

A. We had seven t h a t we s e n t 

a d d i t i o n a l — w e had u p d a t e d a d d r e s s e s where we 

s e n t n o t i c e o u t . 

Q. W i l l ARCO c a l l g e o l o g i c and e n g i n e e r i n g 

w i t n e s s e s t o r e v i e w t h e t e c h n i c a l p o r t i o n s o f 

t h i s case? 

A . Yes. 

0. Were E x h i b i t s 1 t h r o u g h 11 p r e p a r e d by 

you o r c o m p i l e d under y o u r d i r e c t i o n and 

s u p e r v i s i o n ? 

A . Yes. 

MR. CARR: Mr. Catanach, a t t h i s t i m e I 

wo u l d move t h e a d m i s s i o n o f ARCO E x h i b i t s 1 

t h r o u g h 1 1 . 

EXAMINER CATANACH: E x h i b i t s 1 t h r o u g h 
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11 w i l l be a d m i t t e d as e v i d e n c e . 

MR. CARR: That c o n c l u d e s t h e l a n d 

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

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. P y l e , t h e u n i t i z e d i n t e r v a l w i l l be 

a d d r e s s e d by a g e o l o g i c w i t n e s s ? 

A. Yes. 

Q. Do you a n t i c i p a t e n o n j o i n d e r o r 

n o n r a t i f i c a t i o n by any w o r k i n g i n t e r e s t owners? 

A. Not a t t h i s p o i n t i n t i m e . What we 

have done over a p e r i o d o f p r o b a b l y t h e l a s t 

t h r e e y e a r s i s we have, i n t h o s e s i t u a t i o n s , 

we've had w o r k i n g i n t e r e s t owners t h a t have 

e x p r e s s e d an i n t e r e s t t o be bought o u t i n t h e 

a r e a as much as we have been a b l e t o do 

cap i t a 1 l y . 

We have a c q u i r e d t h a t i n t e r e s t , and a t 

t h i s p o i n t i n t i m e I do n o t know o f any w o r k i n g 

i n t e r e s t owner t h a t w o u l d oppose f o r m a t i o n o f t h e 

u n i t . 

Q. So t h e r e m a i n i n g n i n e p e r c e n t t h a t 

h a v e n ' t b a l l o t t e d t o j o i n a t t h i s p o i n t , you 

e x p e c t t h o s e t o come i n ? 

A. H o p e f u l l y . 
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0. Has t h e r e been any c o n c e r n e x p r e s s e d t o 

you by any r o y a l t y owners o v e r t h e f o r m a t i o n o f 

t h e u n i t ? 

A. No. A l l o f our r e s p o n s e f r o m t h e 

r o y a l t y owners has been v e r y p o s i t i v e . They've 

seen t h e i r r o y a l t y o v e r a p e r i o d o f y e a r s i n a 

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

c o n t i n u i n g has been a v e r y p o s i t i v e r e s p o n s e f r o m 

t h e r o y a l t y owners. 

0. Are you s a t i s f i e d t h a t you've been a b l e 

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

u n i t ? 

A. Yes, we have. From t h e pay s h e e t s o f 

s e v e r a l o f t h e o p e r a t o r s ' a d d r e s s e s t h a t a r e 

shown on t h e D i v i s i o n o r d e r s t h a t show " a d d r e s s 

unknown," i n w h i c h t h e y ' v e been i n t h a t s t a t u s 

f o r some e x t e n d e d p e r i o d o f t i m e , and i t ' s 

d o u b t f u l as t o w h e t h e r o r n o t w e ' l l be a b l e t o 

l o c a t e t h o s e i f t h e o p e r a t o r s , t h e m s e l v e s , o v e r a 

p e r i o d o f t i m e have been u n a b l e t o l o c a t e them. 

We w i l l c o n t i n u e t o make e v e r y e f f o r t 

we can, i f we o b t a i n l e a d s on them, t o p u r s u e 

g e t t i n g t h o s e a d d r e s s e s . 

0. Do you know what p e r c e n t a g e t h a t m i g h t 

be o f owners t h a t you c a n ' t l o c a t e ? 
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A. I w o u l d , and i t w o u l d j u s t be 

e s t i m a t i n g r i g h t now, b u t t h o s e t h a t a c t u a l l y 

showed up on any o f t h e o p e r a t o r s as " a d d r e s s 

unknown," w o u l d n o t be more t h a n 15 t o t a l . 

One o f t h e p r o b l e m s t h a t we have 

e n c o u n t e r e d w i t h t h i s i s t h e f a c t t h a t t h e r e was 

a m a j o r s h i f t i n o w n e r s h i p i n t o t h i s s i x t o e i g h t 

months ago, when U n i o n Texas' i n t e r e s t went t o 

M e r i d i a n , so t h e r e has been a l a p s e i n t i m e 

p e r i o d t o g e t t h o s e r e c o r d s changed o v e r . 

M e r i d i a n , a t t h i s j u n c t u r e , i s r e a l l y 

q u i t e u n f a m i l i a r w i t h t h e i r pay s h e e t s and t h e i r 

r e c o r d s a t t h i s p o i n t i n t i m e , so t h e r e may be 

some w e ' l l be a b l e t o c a t c h up w i t h once t h e y g e t 

s e t up and become f a m i l i a r w i t h t h e o w n e r s h i p t o 

t h o s e t h a t t h e y a c q u i r e d . 

0. W i l l ARCO make an a t t e m p t t o l o c a t e 

t h o s e p e r s o n s t h a t t h e y c a n ' t l o c a t e a t t h i s 

p o i n t ? 

A. We f e e l , a t t h i s j u n c t u r e , t h a t i n 

t e r m s o f t h o s e owners t h a t i n t h e i n d i v i d u a l 

t r a c t s where t h e o p e r a t o r s have n o t been a b l e t o 

l o c a t e them, we have t o have some t y p e o f c u t o f f 

t h a t we f e e l w o u l d be e c o n o m i c a l l y p r o h i b i t i v e t o 

c o n t i n u e and t r y t o p u r s u e t h o s e . 
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EXAMINATION 

BY MR. STOVALL: 

Q. What p r o v i s i o n does t h e u n i t agreement 

or o p e r a t i n g agreement have f o r n o n c o n s e n t t o any 

o p e r a t i o n s , or nonpayment? As I r e a d t h r o u g h , I 

n o t i c e t h e r e ' s a l i e n p r o v i s i o n f o r t h e 

c o l l e c t i o n . I s t h e r e any p r o v i s i o n f o r 

no n c o n s e n t or f o r f e i t u r e o f i n t e r e s t ? 

A. I'm n o t s u r e I'm f o l l o w i n g what y o u r 

que s t i on i s . 

Q. I n o t h e r w o r d s , i f an owner were t o 

choose t o go n o n c o n s e n t o r n o t want t o 

p a r t i c i p a t e i n t h e p a r t i c u l a r o p e r a t i o n , i s t h e r e 

a p r o v i s i o n f o r t h a t or i s i t s t r i c t l y , once i t ' s 

v o t e d on and a g r e e d upon, e v e r y b o d y i s bound by 

i t ? 

A. That i s c o r r e c t . I n o t h e r w o r d s , any 

o p e r a t i o n t h a t you w o u l d r e c e i v e t h e m a j o r i t y o f 

y o u r v o t e on, t h e y w o u l d be o b l i g a t e d t o 

p a r t i c i p a t e i n t h a t o p e r a t i o n . 

Q. I f somebody f a i l e d t o pay f o r i t , you 

w o u l d a s s e r t a l i e n because t h e r e w o u l d be no 

f o r f e i t u r e o f i n t e r e s t o r p e n a l t y a t t a c h e d ? I t 

w o u l d j u s t be a l i e n i n i n t e r e s t ? 

A. R i g h t , u n t i l t h a t amount i s r e c o o p e d . 
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0. Now, w i t h r e s p e c t t o t h e s e c o n d a r y 

r e c o v e r y o p e r a t i o n s , I assume ARCO i s , a t some 

p o i n t , g o i n g t o want t h e p r o j e c t t o r e c e i v e t h e 

t a x c r e d i t under t h e EOR b i l l , i s t h a t c o r r e c t ? 

A. Yes. T h a t ' s s o m e t h i n g t h a t I w o u l d n ' t 

speak t o . 

MR. STOVALL: Who do we have a 

d i s c u s s i o n w i t h a b o u t t h a t ? 

MR. CARR: Our e n g i n e e r i n g w i t n e s s w i l l 

be a b l e t o d i s c u s s t h a t w i t h y o u . I t ' s our 

i n t e n t i o n t o seek a p p r o v a l o f t h e p r o j e c t , b u t we 

have some i n i t i a l i n j e c t i v i t y t e s t s t h a t we're 

g o i n g t o m e n t i o n l a t e r , t h a t we're g o i n g t o 

c o n d u c t a r e j u s t t e s t s , and w e ' l l be back a s k i n g 

f o r a p p r o v a l o f t h e p r o j e c t b e f o r e we a c t u a l l y 

commence i n j e c t i n g w a t e r i n t o t h e f o r m a t i o n . 

The r e a s o n f o r t h a t i s t h e r e ' s some 

t i m e f r a m e s a f t e r you commence i n j e c t i o n and g e t 

t h e p r o j e c t a p p r o v e d , d u r i n g w h i c h t i m e you must 

a c h i e v e a p o s i t i v e p r o d u c t i o n r e s p o n s e . And, 

w h i l e we're d o i n g t h i s i n i t i a l t e s t i n g , we need 

t o have a c l o c k r u n n i n g on t h a t . 

MR. STOVALL: For y o u r i n f o r m a t i o n , 

s u b s e q u e n t t o some d i s c u s s i o n s we had on t h i s 

w i t h t h e D i v i s i o n b e f o r e t h i s a p p l i c a t i o n , t h e 
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a p p r o a c h we've a c t u a l l y t a k e n on t h e one case 

we've seen a t t h i s p o i n t i s t o i n c l u d e a 

p r o v i s i o n i n t h e O r d e r , assuming t h a t i t does 

q u a l i f y , t h a t i t q u a l i f i e s f o r t h e c r e d i t , and 

t h e n r e q u e s t i n g t h e o p e r a t o r t o come back and 

r e q u e s t c e r t i f i c a t i o n t o t h e s e c r e t a r y , because 

t h a t s t a r t s t h a t c l o c k r u n n i n g on t h e t i m e we 

need f o r p o s i t i v e p r o d u c t i o n r e s p o n s e . 

So, i t w o u l d n o t n e c e s s i t a t e an 

a d d i t i o n a l h e a r i n g t o come back and g e t t h a t 

a p p r o v a l . 

MR. CARR: I t was our i n t e n t i o n and we 

t h i n k we w i l l do i t t o d a y , t o p r o v i d e a l l 

i n f o r m a t i o n r e q u i r e d by t h e r u l e s t h a t you've 

r e c e n t l y p r o m u l g a t e d f o r q u a l i f y i n g p r o j e c t s f o r 

t h e t a x i n c e n t i v e r a t e . And our i n t e n t i o n was t o 

s i m p l y p r e s e n t i t and a d v i s e you t h a t we w o u l d be 

s e e k i n g t h e f o r m a l a p p r o v a l a t a l a t e r d a t e . 

Your new p r o c e d u r e , as you've o u t l i n e d i t , w o u l d 

be a g r e e a b l e t o us. 

MR. STOVALL: I d o n ' t t h i n k i t asks you 

t o do a n y t h i n g d i f f e r e n t , b u t i t may change, 

s l i g h t l y , what you ask f o r when you l e a v e t o d a y . 

I ' l l t e l l y o u , t h e o t h e r t h i n g t h a t 

we've d i s c o v e r e d , and t h i s i s l a r g e l y as a r e s u l t 
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of t h e d i s c u s s i o n s we had w i t h ARCO, p r i o r t o 

t h i s h e a r i n g , and on t h e one o t h e r case t h a t 

we've g o t — a n d t h e e n g i n e e r may want t o d i s c u s s 

t h e p l a n f o r i m p l e m e n t a t i o n — b e c a u s e what we can 

do i s ap p r o v e t h e p r o j e c t a r e a , t h e i n i t i a l 

p hase, i f i t ' s phased or w h a t e v e r , and g e t a 

p r e l i m i n a r y a p p r o v a l . And t h e n , a t such t i m e as 

you ask f o r c e r t i f i c a t i o n t o t h e T a x a t i o n & 

Revenue D e p a r t m e n t , we w o u l d c e r t i f y and we c o u l d 

amend t h a t a t t h a t t i m e , i f you d i d n ' t i n t e n d t o 

imp l e m e n t t h e whole t h i n g . I t saves you coming 

back f o r a n o t h e r h e a r i n g , i s what we w o u l d 

a n t i c i p a t e , and we've r e v i e w e d i t w i t h Tax & Rev 

and t h e y ' r e a g r e e a b l e t o t h a t p r o c e d u r e . 

MR. CARR: Mr. S t o v a l l , we're p r e p a r e d , 

as p a r t o f our p r e s e n t a t i o n , t o i d e n t i f y Phase I 

and Phase I I d e v e l o p m e n t a r e a s . 

MR. STOVALL: Good. And t h e r e s t o f my 

q u e s t i o n s I w i l l save f o r t h e e n g i n e e r on t h a t 

i s s u e . 

EXAMINER CATANACH: Mr. P y l e , does t h e 

u n i t agreement or t h e u n i t o p e r a t i n g agreement 

c o n t a i n t h e a l l o c a t i o n f o r m u l a f o r a l l o c a t i o n o f 

pr o du c t i on ? 

MR. CARR: The answer t o t h e q u e s t i o n 
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i s y e s , and t h a t w i l l a l s o be r e v i e w e d by t h e 

e n g i n e e r i n g w i t n e s s who p a r t i c i p a t e d i n t h e 

m e e t i n g s where t h a t was d e v e l o p e d . 

EXAMINER CATANACH: Okay. 

MR. STOVALL: Mr. Examiner, I d i d l o o k 

a t t h e agre e m e n t , and t h e r e i s a f o r m u l a i n 

S e c t i o n 13 on page 8 o f t h e u n i t a greement. 

EXAMINER CATANACH: Okay. T h a t ' s 

f i n e . I ' l l save my q u e s t i o n s u n t i l t h e n . 

I have n o t h i n g f u r t h e r o f t h e w i t n e s s . 

He may be excu s e d . 

MR. CARR: At t h i s t i m e we c a l l Mr. Tim 

A l t u m , A-L-T-U-M. 

TIM ALTOM 

H a v i n g been f i r s t d u l y sworn upon h i s o a t h , was 

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

EXAMINATION 

BY MR. CARR: 

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

r e c o r d , p l e a s e ? 

A. T i m A 1 turn. 

Q. By whom a r e you employed? 

A. ARCO O i l and Gas, i n M i d l a n d , Texas. 

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

A. A d e v e l o p m e n t g e o l o g i s t . 
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0. Have you p r e v i o u s l y t e s t i f i e d b e f o r e 

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

A. No, I have n o t . 

Q. Would you b r i e f l y summarize y o u r 

e d u c a t i o n a l b a c k g r o u n d and r e v i e w y o u r work 

e x p e r i ence. 

A. Yes. I have a B.S. degree i n g e o l o g y 

f r o m Hardin-Simmons U n i v e r s i t y and an M.S. degre e 

i n g e o l o g y f r o m B a y l o r U n i v e r s i t y . I worked 

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

A b i l e n e , Texas, as an e x p l o r a t i o n g e o l o g i s t , and 

s i x y e a r s w i t h ARCO O i l and Gas, t h e l a s t two 

y e a r s as de v e l o p m e n t g e o l o g i s t . 

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

f i l e d i n t h i s case? 

A. Yes, l a m . 

Q. Mr. A l t u m , how l o n g have you a c t u a l l y 

w o r k ed on t h i s p r o j e c t ? 

A. I ' v e worked S o u t h e a s t New Mexico s i n c e 

F e b r u a r y o f 9 1 , and South J u s t i s an e q u a l amount 

of t i m e . S i n c e O c t o b e r o f 9 1 , I ' v e s p e n t o v e r 80 

p e r c e n t o f my t i m e w o r k i n g t h e So u t h J u s t i s U n i t . 

Q. C o u l d you summarize f o r Mr. Catanach 

t h e work you have done on t h i s p a r t i c u l a r u n i t ? 

A. The work a t South J u s t i s began by 
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d i g i t i z i n g t h e e n t i r e w e l l l o g d a t a b a s e . A 

d e t a i l e d s t u d y f r o m our ARCO r e s e r v o i r a n a l y s i s 

g r o u p i n Pian o was c o m p l e t e d and t u r n e d o v e r t o 

us i n O c t o b e r o f 1991. The r e s u l t s o f t h a t s t u d y 

i n c l u d e d a d e t a i l e d c o r e d e s c r i p t i o n , a d e t a i l e d 

c o r e l o g i n t e g r a t i o n , a s t a t e - o f - t h e - a r t 

p e t r o p h y s i c a 1 g e o c h e m i c a l l o g s u i t e t o d e f i n e 

m i n e r o l o g y , and a s o n i c p o r o s i t y l o g a r i t h m t o 

a n a l y z e t h e a v a i l a b l e s o n i c p o r o s i t i e s t o c o r e 

p o r o s i t i e s . 

Based on t h a t work, we i n t e g r a t e d t h e 

e n t i r e 180 w e l l l o g d a t a b a s e a t South J u s t i s . 

We're w o r k i n g on a s t a t e - o f - t h e - a r t s i l i c o n 

g r a p h i c s computer w o r k s t a t i o n , and we're u s i n g 

i n d u s t r y s t a n d a r d computer s o f t w a r e , 

I n w o r k i n g on t h e s e , t h e marker beds 

w h i c h were d e f i n e d by t h e g e o c h e m i c a l l o g s u i t e 

were c a r r i e d and c o r r e l a t e d a c r o s s t h e f i e l d . 

S t r u c t u r e and s t r a t i g r a p h i c c r o s s - s e c t i o n s were 

g e n e r a t e d t o a d e q u a t e l y d e f i n e t h e e x t e n t o f 

t h e s e marker beds, as w e l l as s t r u c t u r e and 

i s o p a c h maps on each o f t h e s e m a r k e r s . 

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

a u t o i n t e r p o l a t e t h e p e t r o p h y s i c a l p r o p e r t i e s , 

f o r i n s t a n c e p o r o s i t y , a c r o s s t h e f i e l d on 
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t w o - f o o t i n t e r v a l s on X, Y and Z d i m e n s i o n s , and 

a t h r e e - d i m e n s i o n a l volume based on p o r e f o o t a g e 

was c a l c u l a t e d , and o r i g i n a l o i l i n p l a c e numbers 

were c o n f i r m e d by t h i s p r o c e s s . 

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

each o f t h e s e w e l l s were e n t e r e d i n t o t h i s 

c omputer w o r k s t a t i o n , and a d e t a i l e d r e p o r t o f 

each o f t h e s e h i s t o r i e s were o b t a i n e d f o r each 

w e l l . 

0. How w o u l d you c h a r a c t e r i z e t h e 

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

c o n d u c t y o u r s t u d y o f t h i s p a r t i c u l a r p o r t i o n o f 

t h e f o r m a t i o n ? 

A. I b e l i e v e we have ample d a t a and a h i g h 

degree o f c o n f i d e n c e i n our u n d e r s t a n d i n g o f t h i s 

f o r m a t i o n . 

MR. CARR: We t e n d e r Mr. A l t u m as an 

e x p e r t w i t n e s s i n p e t r o l e u m g e o l o g y . 

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

Q. You've p r e p a r e d c e r t a i n e x h i b i t s f o r 

p r e s e n t a t i o n h e r e t o d a y , have you n o t ? 

A. Yes, I ' v e p r e p a r e d a s t r u c t u r a l c o n t o u r 

map, a n o r t h / s o u t h s t r i k e s t r u c t u r a l 

c r o s s - s e c t i o n , an e a s t / w e s t d i p s t r u c t u r a l 

c r o s s - s e c t i o n , a g e n e r a l i z e d i s o p a c h c o n t o u r map 

RODRIGUEZ-VESTAL REPORTING 
{505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

1 6 

1 7 

1 8 

1 9 

20 

2 1 

2 2 

23 

24 

2 5 

30 

and a t y p e l o g f o r t h e B 1 i n e b r y - T u b b - D r i n k a r d . 

Q. L e t ' s s t a r t w i t h t h e t y p e l o g . Which 

one i s t h a t ? 

A. I t ' s r i g h t h e r e , on t h e r i g h t . 

0. Would you r e f e r t o t h e t y p e l o g and 

i d e n t i f y t h e f o r m a t i o n s we're t a l k i n g a b o u t , f o r 

Mr. Catanach? 

A. Sure. ARCO's E x h i b i t No. 12 i s a t y p e 

l o g . The t y p e l o g i s t h e ARCO O i l and Gas, 

f o r m e r l y t h e Amerada H e s s - I d a W i m b e r l e y No. 4. 

T h i s l o g i s t h e same l o g as i d e n t i f i e d i n t h e 

u n i t i z e d f o r m a t i o n p o r t i o n o f t h e u n i t 

a g r e ement. 

The B l i n e b r y i s d e f i n e d a t 4980 

measured d e p t h , o r minus 1899 subsea, and t h e Abo 

i s d e f i n e d as 6180 measured d e p t h , o r minus 3099 

subsea. 

Four m a r k e r s were i d e n t i f i e d i n 

a n a l y z i n g t h i s f o r m a t i o n , t h e B l i n e b r y , Main 

B 1 i n e b r y - T u b b and D r i n k a r d . The Tubb i s d e f i n e d 

a t 5670 measured d e p t h and t h e D r i n k a r d a t 5870 

measured d e p t h . 

Q. L e t ' s move t o E x h i b i t 13, t h e s t r u c t u r e 

map on t h e e a s e l n e x t t o Mr. C a t a n a c h , and w o u l d 

you e x p l a i n what t h i s shows? 
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A. Sure. ARCO's E x h i b i t No. 13 i s a 

s t r u c t u r e map o f t h e t o p o f t h e Main B l i n e b r y . 

By r e f e r r i n g t o t h e t o p l o g , t h e Main B l i n e b r y i s 

a t 4980--excuse me. 5122 measured d e p t h . The 

c o n t o u r i n t e r v a l i s 20 f e e t , and I s e l e c t e d t h i s 

i n t e r v a l , a l t h o u g h each marker bed w h i c h has been 

mapped m i r r o r s t h i s same p a r t i c u l a r s t r u c t u r e , 

and I ' v e b r o u g h t s e v e r a l a l o n g i n case you w o u l d 

l i k e t o l o o k a t some o f t h e o t h e r s . 

We have a p p r o x i m a t e l y 2 t o 220 f o o t o f 

c l o s u r e , a g a i n r e f l e c t e d i n each mapable h o r i z o n , 

and t h e s t r u c t u r e c l o s u r e i s n e c e s s a r y , a l t h o u g h 

t h e a c t u a l t r a p p i n g mechanism i s t h e i n n e r 

f i n g e r i n g o f p o r o u s and n o n p o r o u s r e s e r v o i r r o c k . 

Q. A n y t h i n g e l s e on y o u r s t r u c t u r e map? 

A. No, I b e l i e v e t h a t ' s a l l . 

0. L e t ' s go t o t h e i s o p a c h w h i c h i s b e h i n d 

t h e s t r u c t u r e map. Would you r e v i e w t h i s e x h i b i t 

f o r t h e Examiner? 

A. ARCO's E x h i b i t No. 14 i s a g e n e r a l i z e d 

g r o s s i s o p a c h o f t h e Main B l i n e b r y , t h i s same 

i n t e r v a l t h a t I r e f e r r e d t o on t h e t y p e l o g f o r 

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

The c o n t o u r i n t e r v a l i s 25 f e e t and a 

t h i c k e x i s t s i n t h e n o r t h e a s t o f a p p r o x i m a t e l y 
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400 f e e t , w i t h t h e f o r m a t i o n a v e r a g i n g 350 f e e t 

t h i c k a l o n g t h e c r e s t w i t h some i n d i c a t i o n s o f 

t h i n n i n g t o t h e w e s t . A l a c k o f w e l l 

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

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

A l l o f t h e i n t e r v a l s w i t h i n t h e 

u n i t i z e d f o r m a t i o n o f i n t e r e s t a r e s i m i l a r , and 

t h e e n t i r e u n i t i z e d a r e a can c o n t r i b u t e economic 

r e s e r v e s . 

Q. L e t ' s now t o go t o t h e c r o s s - s e c t i o n s , 

E x h i b i t s 15 and 16, t h a t a r e on t h e w a l l . 

A. Okay. E x h i b i t 15 i s a c r o s s - s e c t i o n 

A - A ' and t h i s i s a n o r t h / s o u t h s t r u c t u r a l 

c r o s s - s e c t i o n a l o n g s t r i k e . E x h i b i t 16 i s 

c r o s s - s e c t i o n C - C', w h i c h i s an e a s t / w e s t d i p 

s t r u c t u r a l c r o s s - s e c t i o n . 

The datum f o r b o t h o f t h e 

c r o s s - s e c t i o n s i s minus 1800 f e e t subsea. The 

h o r i z o n t a l s c a l e i s one i n c h e q u a l s 500 f e e t , 

w i t h t h e v e r t i c a l s c a l e e q u a l t o one i n c h e q u a l s 

100 f e e t . 

B o t h c r o s s - s e c t i o n s e x h i b i t a f a i r l y 

u n i f o r m t h i c k n e s s i n each o f t h e zones o f 

i n t e r e s t , t h e Upper B l i n e b r y , t h e Main B l i n e b r y , 

t h e Tubb and t h e D r i n k a r d . The r e s e r v o i r l i m i t s 
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a r e b a s i c a l l y d e f i n e d by o i l - w a t e r c o n t a c t s 

w i t h i n t h e Tubb and t h e D r i n k a r d , and d e f i n e d by 

an i n c r e a s e i n w a t e r s a t u r a t i o n s , t h e r e f o r e , 

h i g h e r w a t e r c u t s a t t h e edge o f t h e p o o l . 

We have t h r e e s h a l l o w i n g upward 

sequences capped by q u a r t z - r i c h s u p r a t i t l e 

d o l o m i t e s and t h e s e c a p p i n g r o c k s e x h i b i t 

s u f f i c i e n t p r o p e r t i e s t o a c t as s e a l s f o r t h e s e 

s h a l l o w i n g upward sequences. A g a i n , l i k e 

d e p o s i t i o n a l e n v i r o n m e n t s a r e e x h i b i t e d i n each 

zone. The d i f f e r e n c e s o n l y o c c u r i n t h e 

t h i c k n e s s e s o f each o f t h e s e u n i t s r e l a t i n g t o 

g e o l o g i c t i m e and l e n g t h o f t i m e d e p o s i t i o n 

o c c u r r e d . 

Each package e x h i b i t s l a t e r a l p i n c h o u t s 

of pay and nonpay f a c i e s ; t h e r e f o r e , we do n o t 

have p e r f e c t s e a l s between zones. And t h r o u g h o u t 

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

have p e r m i t t e d c o m m u n i c a t i o n between zones, 

t h e r e b y a c c o u n t i n g f o r a common s o u r c e o f s u p p l y . 

0. What c o n c l u s i o n s have you r e a c h e d a b o u t 

t h e f o r m a t i o n based on y o u r g e o l o g i c s t u d y o f 

t h i s p o r t i o n o f t h i s r e s e r v o i r ? 

A. The c o n c l u s i o n s r e a c h e d a r e t h a t t h e 

p r o p o s e d u n i t b o u n d a r y c l o s e l y r e f l e c t s t h e 
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l i m i t s o f economic p r o d u c t i o n i n t h i s r e s e r v o i r , 

and t h a t t h e u n i t i z e d zones a r e c o n t i n u o u s a c r o s s 

t h e p r o p o s e d u n i t a r e a . The p r i m a r y zones o f 

i n t e r e s t a r e made up o f t h e same r o c k and o f l i k e 

d e p o s i t i o n a l e n v i r o n m e n t s . Any s e g r e g a t i o n o f 

t h e s e zones i n t o s e p a r a t e p o o l s w o u l d be t h e 

r e s u l t o f t h e h i s t o r i c a l way t h e y were d e v e l o p e d 

and n o t based upon g e o l o g y . 

Q. I n y o u r o p i n i o n , can t h e p o r t i o n o f t h e 

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

be e f f i c i e n t l y and e f f e c t i v e l y d e v e l o p e d under a 

u n i t p l a n ? 

A. Yes. From a g e o l o g i c a l p e r s p e c t i v e , 

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

p r o d u c t i v e p o r t i o n o f t h i s r e s e r v o i r and can 

e f f i c i e n t l y be d e v e l o p e d as a u n i t . 

Q. Were E x h i b i t s 12 t h r o u g h 16 p r e p a r e d by 

y ou ? 

A. Yes, t h e y were. 

MR. CARR: At t h i s t i m e , Mr. Cata n a c h , 

I move t h e a d m i s s i o n o f ARCO E x h i b i t s 12 t h r o u g h 

1 6 . 

EXAMINER CATANACH: E x h i b i t s 12 t h r o u g h 

16 w i l l be a d m i t t e d as e v i d e n c e . 

MR. CARR: That c o n c l u d e s o u r 
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g e o l o g i c a l p r e s e n t a t i o n i n t h i s case. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. A l t u m , l e t ' s t a l k a b o u t t h e u n i t 

b o u n d a r y o u t l i n e a l i t t l e b i t . You s a i d t h a t 

c l o s e l y r e s e m b l e d t h e what? 

A. The economic l i m i t s o f p r o d u c t i o n . The 

b o u n d a r i e s t o t h e e a s t , west and s o u t h a r e 

d e f i n e d by, a g a i n , economic l i m i t s . The b o u n d a r y 

t o t h e n o r t h w i l l be d e f i n e d by our e n g i n e e r i n g 

p a r t i c i p a n t , and t h e Tubb and t h e D r i n k a r d a r e 

d e f i n e d by b a s i c a l l y o i l w a t e r c o n t a c t s or t e s t s 

o f w a t e r , whereas t h e B l i n e b r y i s d e f i n e d by an 

i n c r e a s e d w a t e r c u t ; t h e r e f o r e , l e s s economic 

r e s e r v e s t o t h e e a s t , west and s o u t h . 

Q. W i l l w a t e r f 1 o o d i n g n o t b e n e f i t w e l l s 

o u t s i d e t h e u n i t t o t h e n o r t h , t o t h e e a s t , west 

and s o u t h ? 

A. No, I d o n ' t b e l i e v e so. 

MR. CARR: Mr. Cat a n a c h , t h e w e l l s 

o u t s i d e t h e u n i t b o u n d a r y b u t w h i c h a r e a l s o 

p r o d u c i n g f r o m t h i s r e s e r v o i r , and t h e r e a r e , I 

b e l i e v e , t h r e e o f them, t h e y ' r e g o i n g t o be 

r e v i e w e d by our e n g i n e e r i n g w i t n e s s . 

Q. I s t h e main p r o d u c i n g i n t e r v a l i n t h e 
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u n i t t h e Main B l i n e b r y ? 

A. Yes, t h a t ' s c o r r e c t . 

0. The Tubb and t h e D r i n k a r d a r e 

p r o d u c t i v e ? 

A. Yes. 

Q. I t ' s y o u r i n t e n t i o n t o w a t e r f l o o d a l l 

t h r e e i n t e r v a l s ? 

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

0. How about t h e Upper and Lower 

B l i n e b r y ? W i l l t h o s e a l s o be f l o o d e d ? 

A. The Upper B l i n e b r y , as you can see, has 

v e r y t h i n f i n g e r s o f s u p r a t i t l e or q u a r t z - r i c h 

r o c k s so t h e r e w i l l be d o l o m i t e s t r i n g e r s w i t h i n 

t h a t 150 or so f e e t t h a t w i l l be f l o o d e d . 

The Lower B l i n e b r y , we have 

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

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

d o n ' t know i t s c o n t r i b u t i o n . When we d e f i n e t h e 

pay zones w i t h i n t h e Lower B l i n e b r y , t h e y w i l l be 

f l o o d e d . 

Q. Has t h e f i e l d , e s s e n t i a l l y , been 

d e p l e t e d i n a l l t h r e e zones, as f a r as p r i m a r y 

p r o d u e t i o n ? 

A. I d o n ' t b e l i e v e so. I b e l i e v e t h a t 

t h e r e i s p r i m a r y p r o d u c t i o n r e m a i n i n g . 
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Q. As t o t h e c o n t r a c t i o n o f t h e 

J u s t i s - B 1 i n e b r y and J u s t i s - T u b b - D r i n k a r d , have 

you c o n s u l t e d w i t h our p e o p l e down i n Hobbs about 

t h i s s i t u a t i o n ? 

A. I have n o t been t o Hobbs, no. 

MR. CARR: The e n g i n e e r i n g w i t n e s s , 

a g a i n , f o l l o w i n g a m e e t i n g h e r e i n Santa Fe, d i d 

meet w i t h Mr. Kautz and Mr. S e x t o n , and h e ' l l 

r e v i e w t h a t , t o o , as p a r t o f t h e p r e s e n t a t i o n . 

T h a t ' s t h e u n f o r t u n a t e t h i n g a b o u t b e i n g t h e l a s t 

w i t n e s s , i t g e t s passed back t o you. 

Q. Are a l l o f t h e p o t e n t i a l or a l l o f t h e 

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

t h e r e gas i n t h e s e f o r m a t i o n s ? 

A. There i s gas i n t h e f o r m a t i o n s , y e s . 

Q. Are t h e r e gas caps, o r — 

A. I t ' s my o p i n i o n t h a t a s e c o n d a r y gas 

cap was f o r m e d , b u t I d o n ' t have any i n d i c a t i o n s 

o f a p r i m a r y gas cap, when i t was d e v e l o p e d or 

d i s c o v e r e d . 

EXAMINATION 

BY MR. STOVALL: 

Q. You i n d i c a t e d , i n r e s p o n s e t o t h e 

E x a m i n e r , t h a t you t h i n k t h e r e ' s s t i l l some 

p r i m a r y l e f t . Do you have an o p i n i o n as t o 
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w h e t h e r i n i t i a t i n g t h i s s e c o n d a r y enhanced 

r e c o v e r y o p e r a t i o n i s p r e m a t u r e ? 

A. No, I d o n ' t b e l i e v e i t ' s p r e m a t u r e . 

H i s t o r i c a l l y , whenever you d e c r e a s e t h e w e l l 

s p a c i n g i n a C l e a r f o r k r e s e r v o i r , you r e c o v e r 

u l t i m a t e o r p r i m a r y r e s e r v e s , and we hope t o do 

t h e same. 

Q. You're s a y i n g , by d e c r e a s i n g s p a c i n g 

a l o n e , you c o u l d r e c o v e r p r i m a r y , r i g h t ? 

A. Sure. 

Q. What about t h e i n i t i a t i o n o f s e c o n d a r y 

r e c o v e r y o p e r a t i o n s t h e m s e l v e s ? I s i t 

a p p r o p r i a t e , i n y o u r o p i n i o n - - a n d a g a i n , we may 

be t o s s i n g t h i s on t o t h e e n g i n e e r i n g w i t n e s s 

h e r e - - y o u ' v e e x p r e s s e d an o p i n i o n t h e r e ' s p r i m a r y 

l e f t . From a g e o l o g i c s t a n d p o i n t , w o u l d i t be 

p r e m a t u r e t o s t a r t w a t e r f 1 o o d i n g a t t h i s p o i n t , 

based upon w h a t e v e r g e o l o g i c a l e x p e r t i s e you've 

g o t ? 

A. No, I d o n ' t b e l i e v e so. 

Q. I w o u l d have t o go i n t o d e t a i l s w i t h 

t h a t w i t h t h e e n g i n e e r , i s t h a t r i g h t ? 

A. T h a t ' s t h e b e s t one, y e s . 

Q. I n t h e c o u r s e o f q u a l i f y i n g y o u , you 

were asked some q u e s t i o n s a b o u t y o u r knowledge o f 
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t h e a r e a and you t a l k e d a b o u t d i g i t i z i n g and 

d o i n g a l l s o r t s o f w e i r d t h i n g s t o t h e r o c k s ? 

A. R i g h t . 

Q. I'm assuming y o u r o p i n i o n s a r e based 

upon t h e r e s u l t s o f t h a t e l e c t r o n i c a n a l y s i s o f 

t h i s r e s e r v o i r , a t l e a s t i n p a r t , i s t h a t 

c o r r e c t ? 

A. T h a t ' s c o r r e c t . 

Q. Upon what b a s i s do you have c o n f i d e n c e 

t h a t b o t h t h e p r o c e s s t h a t was used and t h e i n p u t 

of d a t a was s u b s t a n t i a l l y r e l i a b l e and w o u l d 

a l l o w you t o r e l y on t h e i n f o r m a t i o n you d e r i v e d 

t h e r e f r o m t o f o r m an o p i n i o n ? 

A. F i r s t o f a l l , I e n t e r e d a l l t h e d a t a 

m y s e l f , p e r s o n a l l y . I q u a l i t y - - Q C ' d each and 

e v e r y w e l l b o r e , each and e v e r y d i g i t i z e d w e l l l o g 

t o t h e paper c o p i e s , and wo r k e d f r o m paper t o t h e 

machine. 

So, i t ' s a v e r y , v e r y good, r e l i a b l e 

p r o g r a m , and I have a v e r y h i g h d e g r e e o f 

c o n f i d e n c e i n t h e d a t a . 

Q. T h i s i s n o t an e x p e r i m e n t a l program? 

A. No, i t ' s an i n d u s t r y s t a n d a r d p r o g r a m . 

0. Do you have an i n d e p e n d e n t o p i n i o n , 

based upon o b s e r v a t i o n o f t h e l o g s t h e m s e l v e s and 
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t h e d a t a w h i c h was d i g i t i z e d , by w h i c h you c o u l d 

c o n f i r m t h e a n a l y s i s ? C o u l d you l o o k a t i t , t a k e 

two d i f f e r e n t a p p r o a c h e s , and come t o t h e same 

r e s u l t ? 

A. We a c t u a l l y d i d , because I wo r k e d o f f 

paper c o p i e s a t t h e same t i m e t h a t I'm t r y i n g t o 

e n t e r t h e r e s t o f t h e d a t a . The e n t e r i n g o f t h e 

d a t a or t h e r e s u l t s t h e s e guys needed c o u l d n ' t 

w a i t on me t o e n t e r t h e d a t a , so I was d o i n g a 

l o t o f w o r k - o f f - t h e - p a p e r - c o p i e s and r e a c h i n g t h e 

same c o n c l u s i o n s . Once i t was a l l e n t e r e d , 

r e a c h i n g t h e c o n c l u s i o n s was much f a s t e r and much 

q u i c k e r . 

FURTHER EXAMINATION 

BY EXAMINER CATANACH: 

0. You m e n t i o n e d s o m e t h i n g t h a t t h e zones 

may n o t be f u l l y s e p a r a t e d and t h e r e may be some 

c o m m u n i c a t i o n o c c u r r i n g . C o u l d you e l a b o r a t e on 

t h a t a l i t t l e b i t ? 

A. Yes. T h r o u g h o u t g e o l o g i c t i m e , we have 

i n n e r f i n g e r i n g o f pay and nonpay f a c i e s , as w e l l 

as i n n e r f i n g e r i n g o f t h e r o c k p r o p e r t i e s t h a t 

s e a l , or t h e r o c k s t h a t have t h e n e c e s s a r y 

p r o p e r t i e s t o s e a l t h e s e zones. A l l o f t h e s e 

zones f i n g e r and i n n e r f i n g e r and p i n c h o u t 
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l a t e r a l l y ; so, o v e r g e o l o g i c t i m e , we've had 

c o m m u n i c a t i o n s w h i c h have a l l o w e d f o r t h i s 

a c c u m u l a t i o n t o o c c u r . 

Today, based on p r o d u c t i o n t i m e , t h e s e 

p r o p e r t i e s o r t h e s e cap r o c k s have t h e s u f f i c i e n t 

p r o p e r t i e s t o s e a l t h i s r e s e r v o i r . So, ov e r 

g e o l o g i c t i m e we've had c o m m u n i c a t i o n s t o d a y o v e r 

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

0. So t h e r e i s no c o m m u n i c a t i o n a t t h i s 

p o i n t between any o f t h e zones? 

A. Not g e o l o g i c c o m m u n i c a t i o n . 

EXAMINER CATANACH: I t h i n k t h a t ' s a l l 

I can t h i n k o f a t t h e moment. 

MR. CARR: Mr. A l t u m w i l l r e m a i n 

a v a i l a b l e i f Mr. P r e n t i c e d e c i d e s t h a t t h e 

q u e s t i o n s a r e g e o l o g i c . 

MR. CARR: A l l r i g h t . At t h i s t i m e we 

w o u l d c a l l R i c h a r d P r e n t i c e . 

RICHARD S. PRENTICE 

H a v i n g been f i r s t d u l y sworn upon h i s o a t h , was 

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

EXAMINATION 

BY MR. CARR: 

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

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

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

1 6 

1 7 

1 8 

1 9 

20 

2 1 

2 2 

2 3 

24 

25 

42 

A. R i c h a r d S. P r e n t i c e . 

Q. By whom a r e you employed? 

A. ARCO O i l and Gas. 

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

A. I'm a s e n i o r o p e r a t i o n s a n a l y t i c a l 

e n g i n e e r . 

Q. Are you t h e i n d i v i d u a l t o whom a l l t h e 

p r i o r q u e s t i o n s have been r e f e r r e d ? 

A. Yes. 

Q. Co u l d you summarize y o u r e d u c a t i o n a l 

b a c k g r o u n d and t h e n b r i e f l y r e v i e w y o u r work 

e x p e r i e n c e ? 

A. I have a BA i n c h e m i s t r y f r o m A u s t i n 

C o l l e g e . I have a master o f s c i e n c e i n c h e m i c a l 

e n g i n e e r i n g f r o m Texas Tech. I ' v e worked 18 

y e a r s i n t h e Permian B a s i n as an OA or p r o d u c t i o n 

e n g i n e e r . 

Q. How l o n g have you been w i t h ARCO? 

A. 18 y e a r s . 

Q. Does y o u r g e o g r a p h i c a r e a o f 

r e s p o n s i b i l i t y w i t h ARCO i n c l u d e t h e p o r t i o n o f 

S o u t h e a s t New Mexico w h i c h i s i n v o l v e d i n t h i s 

case ? 

A . Yes, i t does. 

Q. Are you a r e g i s t e r e d p e t r o l e u m 
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e n g i n e e r ? 

A. I n t h e s t a t e o f Texas. 

0. And a r e you f a m i l i a r w i t h t h e 

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

A. Yes, l a m . 

Q. Have you made an e n g i n e e r i n g s t u d y o f 

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

A. Yes, I have. 

0. Are you t h e p e r s o n who was p r i m a r i l y 

r e s p o n s i b l e f o r t h e p r e p a r a t i o n o f t h e Form C-108 

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

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

A . Yes, I was. 

MR. CARR: We t e n d e r Mr. P r e n t i c e as an 

e x p e r t w i t n e s s i n p e t r o l e u m e n g i n e e r i n g . 

EXAMINER CATANACH: Mr. P r e n t i c e i s so 

q u a l i f i e d . 

Q. I n i t i a l l y I t h i n k i t w o u l d be h e l p f u l 

i f you c o u l d j u s t b r i e f l y s t a r t us o f f by 

r e v i e w i n g t h e e f f o r t s o f ARCO t o work w i t h o t h e r 

i n t e r e s t owners and d e v e l o p t h e s e u n i t p l a n s . 

A. I n E x h i b i t 17, w h i c h i s a l i s t o f t h e 

h i s t o r i c a l e v e n t s l e a d i n g up t o where we a r e 

t o d a y , Mr. P y l e has a l r e a d y gone o v e r t h a t 

e x h i b i t . 
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As you may r e c a l l h i s comments, 

b e g i n n i n g i n 1984 w i t h our f i r s t t e c h n i c a l 

c o m m i t t e e work, t h e T. S c o t t Hickman r e p o r t , t h e 

a s s o c i a t e d S. J. M i s s o u l o r e p o r t , t h e 

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

i n t o two u n i t s , our agreement t o e x p e d i t e t h e 

s o u t h e r n u n i t i n 1988, t h e t e c h n i c a l r e p o r t 

r e l e a s e d i n 1990, i n 1991, t h e a d o p t i o n o f t h e 

t e c h n i c a l r e p o r t and t h e a d o p t i o n o f t h e e q u i t y 

f o r m u l a i n 1992, t h e a p p r o v a l o f t h e e q u i t y 

f o r m u l a and c o n t a c t s w i t h t h e S t a t e Land O f f i c e 

and t h e NMOCD and BLM. 

0- Mr. P r e n t i c e , you've p r e p a r e d e x h i b i t s 

f o r p r e s e n t a t i o n h e r e t o d a y , have you n o t ? 

A. Yes, I have . 

Q. L e t ' s go t o ARCO E x h i b i t 18, w h i c h i s 

t h e w e l l s t a t u s map. I s t h a t t h e e x h i b i t t h a t i s 

on t h e e a s e l t o Mr. Catanach's r i g h t ? 

A. Yes, i t i s . 

Q. Would you i d e n t i f y t h a t and t h e n r e v i e w 

t h e i n f o r m a t i o n on t h a t e x h i b i t f o r t h e Examiner? 

A. E x h i b i t 18 i s a l - t o - 1 0 0 0 p l a t s h o w i n g 

t h e p r o p o s e d u n i t b o u n d a r y . The r e d l i n e i s t h e 

o n e - h a l f m i l e a r e a o f r e v i e w l i n e a r o u n d t h e 

u n i t . The heavy d o t t e d l i n e i s t h e u n i t 
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o u t l i n e . There a r e s e v e r a l c o l o r s and shapes 

t h a t need t o be i d e n t i f i e d . 

S m a l l b l a c k d o t s on t h e map a r e s h a l l o w 

w e l l s c o m p l e t e d i n t h e L a n g l i e - M a t t o x w i t h t h e 

Seven R i v e r s - Q u e e n f o r m a t i o n s , 2500 and a few 

t h o u s a n d f e e t . There a r e s e v e r a l gas w e l l s 

l o c a t e d on t h e map, G l o r i e t a w e l l s . 

A c i r c l e w i t h a d o t i n t h e m i d d l e i s a 

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

u n i t i z e d i n t e r v a l , t h e B l i n e b r y and t h e 

T u b b - D r i n k a r d . I w i s h t o n o t e h e r e t h a t n o t a l l 

of t h e c i r c l e d w e l l s w i l l become u n i t w e l l s , b u t 

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

f o r m a t i o n . 

The t r i a n g l e s d e s i g n a t e i n j e c t i o n w e l l s 

i n ARCO's scheme o f n u m b e r i n g w e l l s . The b l u e 

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

These a r e t h e w e l l s t h a t we p r o p o s e t o d r i l l 

f i r s t . The y e l l o w t r i a n g l e s and y e l l o w p r o d u c e r s 

a r e a few o f t h o s e , a r e t h e second s t a g e or 

second phase o f t h o s e we p r e p a r e t o d r i l l a f t e r 

Phase I . 

As you can t e l l , t h e f i e l d i s c u r r e n t l y 

d e v e l o p e d on 4 0 - a c r e s p a c i n g . Our p l a n o f 

de v e l o p m e n t i s t o d r i l l m a i n l y i n j e c t o r w e l l s and 
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t o i n f i l l , t o d e v e l o p t h e f i e l d on 2 0 - a c r e 

s p a c i n g . 

Q. I f we l o o k a t E x h i b i t No. 18, Phase I 

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

p u r p l e t r i a n g l e s ? 

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

Q. Kow was t h e Phase I p o r t i o n o f t h e u n i t 

d e t e r m i n e d ? 

A. Phase I was d e t e r m i n e d by l o o k i n g a t 

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

and c h o o s i n g t h e v e r y b e s t p a r t o f t h e r e s e r v o i r 

t h a t we c o u l d , and i m p l e m e n t i n g our pr o g r a m i n 

t h a t a r e a f i r s t . 

Q. The y e l l o w t r i a n g l e s i n d i c a t e Phase I I 

deve1opment ? 

A. T h a t ' s c o r r e c t . 

Q. I s Phase I I i n any way c o n t i n g e n t upon 

t h e r e s u l t s you a c h i e v e i n Phase I ? 

A. ARCO's s e n i o r management has g i v e n 

f o r m a l a p p r o v a l f o r t h e e n t i r e p r o j e c t , Phase I 

and Phase I I . I t i s our i n t e n t t o do b o t h Phase 

I and Phase I I . 

Q. So, t h e r e i s no c o n t i n g e n c y as t o Phase 

I I ? I t ' s c o m p l e t e l y an a p p r o v e d p r o j e c t ? 

A. That i s c o r r e c t . 
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Q. What i s t h e c u r r e n t s t a t u s o f y o u r 

d r i l l i n g p r o g r a m i n t h e are a ? 

A. We a r e p r e p a r i n g r e q u e s t s f o r p e r m i t a t 

t h i s moment f o r f o u r w e l l s l o c a t e d i n t h e Phase I 

a r e a , t o be d r i l l e d i n c o n c u r r e n c e or a t t h e same 

t i m e as t h e u n i t i z a t i o n p r o c e s s i s g o i n g on. 

Our i n t e n t i s t o d r i l l on ARCO a c r e a g e , 

t a k e c o r e s f r o m t h e s e f o u r w e l l s , and h e l p 

d e v e l o p our c o r e - t o - l o g model r e s p o n s e . 

Q. When do you a n t i c i p a t e d r i l l i n g t h e 

b u l k o f t h e new i n j e c t i o n w e l l s , p a r t i c u l a r l y i n 

Phase I ? 

A. Our p l a n r i g h t now i s t o im p l e m e n t 

Phase I b e g i n n i n g a b o u t t h e m i d d l e o f 1993, t h e 

second q u a r t e r or t h e m i d d l e o f 1993, and 

im p l e m e n t t h e e n t i r e p r o g r a m w i t h i n 12 t o 18 

months. 

Q. The o t h e r f a c i l i t i e s w i l l be 

c o n s t r u c t e d t o s e r v e t h e Phase I p o r t i o n o f t h i s 

u n i t a t t h a t t i m e as w e l l ? 

A. The c o n s t r u c t i o n o f t h e f a c i l i t i e s 

w o u l d b e g i n , most l i k e l y , a f t e r t h e f i r s t o f t h e 

y e a r . 

Q. How were t h e u n i t b o u n d a r i e s a c t u a l l y 

s e l e c t e d ? 
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A. As Mr. A l t u m has i n d i c a t e d , t h e e a s t 

and t h e west and t h e s o u t h b o u n d a r i e s c o i n c i d e 

w i t h e c o n o m i c a l c o n t r i b u t i o n t o t h e u n i t . The 

n o r t h b o u n d a r y i s based upon t h e r e c o m m e n d a t i o n 

f r o m t h e S c o t t Hickman r e p o r t . That r e p o r t 

o p i n i o n was based on e c o n o m i c a l and m e c h a n i c a l 

a s p e c t s o f t h e n o r t h e r n o n e - t h i r d o f t h e f i e l d . 

Q. What a r e t h o s e a s p e c t s ? 

A. The ma j o r i m p a c t i n t h e n o r t h e r n p a r t 

o f t h e f i e l d r e l a t e s t o t h e e x i s t e n c e o f s l i m 

h o l e w e l l b o r e s t h a t most l i k e l y a r e n o t s u i t a b l e 

f o r s e c o n d a r y r e c o v e r y o p e r a t i o n s and most l i k e l y 

w o u l d have t o be somehow r e p l a c e d . 

Q. Now, ARCO became t h e e x p e d i t e r f o r t h e 

u n i t t h a t i s i n d i c a t e d on t h i s e x h i b i t ? 

A. T h a t ' s c o r r e c t . 

Q. Has t h e r e been an e x p e d i t e r d e s i g n a t e d 

t o p r o c e e d p o s s i b l y w i t h u n i t i z a t i o n e f f o r t s f o r 

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

A. Texaco i s t h e l i k e l y e x p e d i t e r , i s t h e 

e x p e d i t e r o f t h e n o r t h e r n t h i r d f i e l d . 

Q. Have you r e v i e w e d t h e s e b o u n d a r i e s w i t h 

t h e O i l C o n s e r v a t i o n D i v i s i o n ? 

A. Yes, we have. 

Q. C o u l d you summarize t h e e f f o r t s t o work 
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w i t h t h e OCD on t h i s p a r t i c u l a r p o i n t ? 

A. We met w i t h t h e Hobbs OCD 

r e p r e s e n t a t i v e s on August t h e 3 1 s t , and r e v i e w e d 

our i m p l e m e n t a t i o n p r o g r a m , our u n i t b o u n d a r i e s , 

showed them most o f what we have h e r e t o d a y w i t h 

t h e e x c e p t i o n o f t h e g e o l o g i c a l d a t a , and g o t 

t h e i r c o n c u r r e n c e on what we were d o i n g . 

Q. Was t h a t as a f o l l o w - u p t o a m e e t i n g 

h e l d i n Santa Fe w i t h t h e OCD D i v i s i o n ? 

A. Yes, i t was. We d i d meet w i t h Santa Fe 

OCD p e r s o n n e l e a r l i e r t h a n t h a t . 

Q. Mr. P r e n t i c e , y o u ' r e f a m i l i a r w i t h 

E x h i b i t No. 2, a r e you n o t ? 

A. Yes, l a m . 

Q. When you r e v i e w e d t h i s , t h e u n i t 

b o u n d a r y , w i t h t h e O i l C o n s e r v a t i o n D i v i s i o n 

p e r s o n n e l , d i d you d i s c u s s t h e acr e a g e w h i c h i s 

o u t s i d e t h e u n i t b u t i n d i c a t e d as i s shown on 

E x h i b i t No. 2, t o c u r r e n t l y be w i t h i n a d e f i n e d 

p o o l b o undary? 

A. Yes, we d i d . 

Q. What w i l l be t h e s t a t u s o f t h a t 

a c r e a g e ? I t ' s e i t h e r i n t h e J u s t i s - B 1 i n e b r y o r 

t h e J u s t i s - T u b b - D r i n k a r d p o o l , i f t h i s 

a p p l i c a t i o n i s approved? 
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A. The s t a t u s o f t h e e x i s t i n g w e l l s 

o u t s i d e t h e u n i t b o u n d a r y w o u l d be t h a t t h e y 

w o u l d be i n c l u d e d i n t h e new South J u s t i s 

B l i n e b r y - T u b b - D r i n k a r d p o o l because t h e y ' r e 

w i t h i n a m i l e o f t h e u n i t b o u n d a r y , and i t w o u l d 

be under t h o s e r u l e s . 

Q. What y o u ' r e p r o p o s i n g , however, i s t h a t 

e v e r y t h i n g s o u t h o f t h e n o r t h l i n e o f S e c t i o n 1 1 , 

w h i c h i s t h e n o r t h e r n b o u n d a r y o f t h e r e d u n i t 

a r e a — 

A. Yes. 

Q. - - t h a t e v e r y t h i n g i n an e x i s t i n g p o o l 

be d e l e t e d f r o m t h a t p o o l and a new p o o l c r e a t e d 

t h a t encompasses t h e a c r e a g e o u t l i n e d i n red? 

A. T h a t ' s c o r r e c t . 

Q. And t h e new p o o l b o u n d a r i e s w o u l d be 

i d e n t i c a l t o t h e p r o p o s e d u n i t b o u n d a r y ? 

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

0. And t h o s e p o o l r u l e s w o u l d t e n d t o have 

e f f e c t a m i l e o u t s i d e t h e p o o l b o u n d a r y , l i k e 

r e g u l a r p o o l r u l e s do? 

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

Q. The o n l y a c r e a g e t h a t i s c u r r e n t l y 

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

p r o p o s e d p o o l b o u n d a r y , i s t h e e x t r e m e s o u t h e r n 
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p o r t i o n o f t h e J u s t i s - B 1 i n e b r y p o o l as i n d i c a t e d 

i n g r e e n , i s t h a t c o r r e c t ? 

A. The g r e e n o u t l i n e i s t h e 

J u s t i s - T u b b - D r i n k a r d p o o l . 

Q. I s t h e r e any p r o d u c t i o n i n t h e ex t r e m e 

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

A. There was a w e l l l o c a t e d near t h e 

b o t t o m o f t h a t g r e e n l i n e . I t has been p l u g g e d 

s i n c e 1988. There i s no e x i s t i n g c u r r e n t 

p r o d u c t i o n down t o w a r d t h a t s o u t h l i n e a t t h e 

moment. 

Q. At t h i s t i m e t h e r e w o u l d be no 

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

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

A. No, t h e r e w o u l d n o t be. 

Q. How many w e l l s a r e t h e r e t h a t a r e 

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

between t h e u n i t b o u n d a r y and t h e b o u n d a r y o f t h e 

c u r r e n t p o o l ? 

A. There a r e t h r e e . 

Q. C o u l d you r e v i e w t h e s t a t u s o f t h o s e 

w e l l s f o r t h e Examiner? 

A. Yes. On t h e west s i d e i n S e c t i o n 23, 

t o w a r d t h e m i d d l e , Mr. Leeser o p e r a t e s t h e E l 

Paso F e d e r a l No. 1. The w e l l p r o d u c e s 
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a p p r o x i m a t e l y two b a r r e l s a day o f o i l and 15 Mcf 

a day o f gas. The o n l y o t h e r two w e l l s c u r r e n t l y 

a c t i v e i n t h e B l i n e b r y p o o l , b u t o u t s i d e t h e u n i t 

a r e a , a r e i n t h e v e r y e x t r e m e s o u t h e a s t p o r t i o n 

o f t h e a r e a , l o c a t e d i n S e c t i o n 6. 

M e r r i l l O i l o p e r a t e s two w e l l s , t h e 

S e l f 5 and t h e S e l f 6. B o t h o f them p r o d u c e 

a p p r o x i m a t e l y t h r e e b a r r e l s a day o f o i l and one 

w e l l makes 15 Mcf and t h e o t h e r makes 50 Mcf a 

day . 

Q. Are a l l o f t h e s e w e l l s m a r g i n a l w e l l s 

f r o m t h e B l i n e b r y ? 

A. Yes, t h e y a r e . 

Q. I s t h e r e any p r o d u c t i o n i n t h a t b o r d e r 

a r e a f r o m t h e T u b b - D r i n k a r d ? 

A. No, s i r . 

Q. Were t h e s e t h r e e w e l l s o r i g i n a l l y 

c o n s i d e r e d as p o t e n t i a l u n i t w e l l s when t h e u n i t 

was o r i g i n a l l y under d i s c u s s i o n ? 

A. Yes, t h e y were. 

Q. What happened? Why a r e t h e y o u t ? 

A. The t e c h n i c a l c o m m i t t e e l o o k e d a t 

o f f s e t t i n g p r o d u c t i o n , and i t became i m p o r t a n t t o 

i n c l u d e o n l y w e l l s t h a t w o u l d c o n t r i b u t e 110,000 

b a r r e l s o f o i l o r more t o t h e u n i t i n s e c o n d a r y 
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r e c o v e r y . These w e l l s c o u l d n o t meet t h a t l i n e , 

t h a t c u t o f f , t h e r e f o r e were e x c l u d e d f r o m t h e 

u n i t . 

Q. When t h e s e w e l l s were e x c l u d e d f r o m t h e 

u n i t , was t h i s e x c l u s i o n r e v i e w e d w i t h t h e 

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

A. Yes, we c a l l e d b o t h o p e r a t o r s and 

i n f o r m e d them o f our d e c i s i o n . 

Q. Are t h e y aware o f t h e h e a r i n g t o d a y ? 

A. Yes, t h e y were. They were n o t i f i e d o f 

t h e h e a r i n g . 

Q. I n y o u r o p i n i o n , c o u l d t h e s e w e l l s t h a t 

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

u n i t a r e a , c o u l d t h e y b e n e f i t i n any way f r o m t h e 

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

A. I t i s p o s s i b l e , as i n any c a r b o n a t e . 

I t i s n o t a l w a y s easy t o p r e d i c t where t h e w a t e r 

and o i l w i l l go. I t i s p o s s i b l e t h a t we may 

b e n e f i t , t h e n , f r o m our s e c o n d a r y r e c o v e r y 

o p e r a t i o n s . 

Q. And t h e y w o u l d be r e s p o n s i b l e f o r none 

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

A. No c o s t a t a l l . 

Q. They were e x c l u d e d because t h e y s i m p l y 

c o u l d n ' t meet t h e c r i t e r i a f o r i n c l u s i o n w i t h i n 
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t h e u n i t ? 

A. They c o u l d n o t e c o n o m i c a l l y make a 

s u f f i c i e n t economic c o n t r i b u t i o n t o t h e u n i t t o 

w a r r a n t i n c l u s i o n i n t h e u n i t . 

Q. L e t ' s go t o what has been marked as 

ARCO E x h i b i t No. 19. Cou l d you i d e n t i f y t h a t f o r 

t h e E xaminer, p l e a s e ? 

A. E x h i b i t No. 19 i s a p e r f o r m a n c e 

f o r e c a s t o f t h e u n i t . There a r e two l i n e s drawn 

on t h e u n i t . The b o t t o m l i n e , t h e t h i n l i n e i s 

t h e r e m a i n i n g p r i m a r y r e s e r v e s f o r e c a s t . There 

a r e a p p r o x i m a t e l y 1,000,000 b a r r e l s o f p r i m a r y 

r e s e r v e s l e f t i n t h e f i e l d on e x i s t i n g s p a c i n g 

and w i t h e x i s t i n g c o m p l e t i o n s . The heavy l i n e 

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

f o r e c a s t , w a t e r f l o o d r e s e r v e s f o r e c a s t . 

The w a t e r f l o o d s h o u l d r e c o v e r 

a p p r o x i m a t e l y 35 m i l l i o n b a r r e l s o f o i l . That 

i n c l u d e s t h e r e m a i n i n g p r i m a r y . The i n c r e m e n t a l 

b e n e f i t o f t h e p r o j e c t i s an e x p e c t e d r e c o v e r y o f 

34 m i l l i o n b a r r e l s . 

Q. What a r e t h e p r o j e c t e d c o s t s f o r t h i s 

p r o j e c t ? And I want you t o i n c l u d e b o t h Phase I 

and Phase I I . 

A. Phase I and Phase I I a r e e x p e c t e d t o 
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c o s t $56.4 m i l l i o n a t t h i s p o i n t . 

Q. B a s i c a l l y , what i n c r e a s e i n d a i l y 

p r o d u c t i o n r a t e do you hope t o a c h i e v e by 

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

A. P r e s e n t l y , t h e w e l l s w i t h i n t h e 

u n i t i z e d a r e a p r o d u c e a p p r o x i m a t e l y 500 b a r r e l s a 

day. We e x p e c t t o i n c r e a s e p r o d u c t i o n t o 

a p p r o x i m a t e l y 88,000 b a r r e l s a day i n ab o u t 10 

y e a r s , e i g h t t o t e n y e a r s . 

Q. Have you been a b l e t o e s t i m a t e t h e 

a d d i t i o n a l v a l u e o f t h e s e r e s e r v e s ? 

A. The i n c r e m e n t a l v a l u e o f t h e s e r e s e r v e s 

i s $86 m i l l i o n . 

Q. What p r i c e s d i d you use i n making t h i s 

e s t i m a t i o n ? 

A. That b e n e f i t i s based on t h e $20 o i l 

b e f o r e f e d e r a l income t a x and w i t h a 10 p e r c e n t 

d i s c o u n t f a c t o r . 

Q. W i t h o u t u n i t i z a t i o n and t h e 

i m p l e m e n t a t i o n o f a w a t e r f l o o d p r o j e c t i n t h i s 

u n i t a r e a , w o u l d t h i s a d d i t i o n a l o i l be 

r e c o v e r e d ? 

A. Most c e r t a i n l y n o t . The o n l y o i l t h a t 

w o u l d be r e c o v e r e d i s t h e r e m a i n i n g 1,000,000 

b a r r e l s . 
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Q. I n y o u r o p i n i o n , i s i m p l e m e n t a t i o n o f 

enhanced r e c o v e r y i n t h i s p o r t i o n o f t h i s 

r e s e r v o i r p r e m a t u r e ? 

A. No, i t i s n o t a t a l l . We're a t t h e 

v e r y t a i l end o f a d e p l e t e d r e s e r v o i r . We a r e 

n o t p r e m a t u r e a t a l l i n making s e c o n d a r y r e c o v e r y 

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

Q. Do you have an o p i n i o n c o n c e r n i n g 

w h e t h e r or n o t t h e p r o p o s e d p r o j e c t i s , i n f a c t , 

g o i n g t o be f e a s i b l e ? 

A. The p r o j e c t , by a l l t h e s t u d i e s t h a t 

I ' v e c o n d u c t e d , i s a f e a s i b l e p r o j e c t . 

Q. Would you i d e n t i f y what has been marked 

ARCO E x h i b i t No. 20? 

A. E x h i b i t No. 20 i s t h e t e c h n i c a l r e p o r t 

we p u b l i s h e d i n 1990. The t e c h n i c a l r e p o r t does 

t h r e e t h i n g s : I t d e s c r i b e s t h e a n a l y s i s t o 

c a l c u l a t e t h e s e c o n d a r y r e s e r v e s , i t s e t s o u t a 

p l a n o f d e v e l o p m e n t , and i t p r o v i d e s p a r a m e t e r s 

f o r e q u i t y d e t e r m i n a t i o n . 

Q. Does t h i s r e p o r t , t h e n , summarize t h e 

a n a l y s i s used t o i n i t i a l l y d e t e r m i n e w h e t h e r or 

n o t w a t e r f l o o d i n g w o u l d be a p p r o p r i a t e i n t h i s 

r e s e r v o i r ? 

A. Yes, i t does. I t does make a 
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c o m p a r i s o n w i t h s e v e r a l o t h e r B 1 i n e b r y - t y p e 

r e s e r v o i r s i n t h e a r e a . 

Q. Co u l d ARCO p h y s i c a l l y w a t e r f l o o d j u s t 

t h e B l i n e b r y ? 

A. There a r e a p p r o x i m a t e l y 30 w e l l s i n t h e 

a r e a t h a t has been c o m i n g l e d i n t h e B l i n e b r y and 

t h e T u b b - D r i n k a r d . I t i s u n l i k e l y t h a t we c o u l d 

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

s c e n a r i o . Most l i k e l y we w o u l d be f l o o d i n g t h e 

T u b b - D r i n k a r d a l s o . 

Q. Because o f t h e s e c o m p l e t i o n p r a c t i c e s , 

i s i t f a i r t o say we have v i r t u a l l y c r e a t e d a 

common s o u r c e o f s u p p l y ? 

A. Yes. 

Q. From an economic p o i n t o f v i e w , w o u l d 

i t be p o s s i b l e t o go t o t h e o t h e r p o r t i o n o f t h e 

r e s e r v o i r , t h e T u b b - D r i n k a r d , w o u l d i t be 

e c o n o m i c a l l y p o s s i b l e t o j u s t w a t e r f l o o d t h a t 

p o r t i o n o f t h e r e s e r v o i r ? 

A. We e s t i m a t e t h a t t h e T u b b - D r i n k a r d 

c o n t r i b u t e s about 30 p e r c e n t o f t h e s e c o n d a r y 

p o t e n t i a l i n t h i s a r e a . We a l s o e s t i m a t e t h a t 

w a t e r f l o o d i n g t h e B l i n e b r y a c c o u n t s f o r 90 

p e r c e n t o f t h e c o s t , so i t w o u l d be e c o n o m i c a l l y 

u n f e a s i b l e f o r us t o w a t e r f l o o d s i m p l y t h e 
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T u b b - D r i n k a r d . 

Q. And i f you d o n ' t , p h y s i c a l l y i t w o u l d 

p r o b a b l y be i m p o s s i b l e as w e l l ; i s n ' t t h a t r i g h t ? 

A. The same argument h o l d s t r u e f o r t h e 

B l i n e b r y . 

Q. I f you were n o t a b l e t o f l o o d t h e s e , 

t h e n t h e enhanced or t h e a d d i t i o n a l r e c o v e r y 

you've i n d i c a t e d , b e i n g 34 m i l l i o n b a r r e l s , c o u l d 

n o t be a c h i e v e d ? 

A. T h a t ' s c o r r e c t . 

Q. And t h a t p r o d u c t i o n , t h e r e f o r e , w o u l d 

be wasted? 

A. Wasted and l o s t . 

Q. L e t ' s go now t o E x h i b i t No. 2 1 . Would 

you i d e n t i f y t h a t f o r Mr. Catanach? 

A. E x h i b i t No. 21 s e t s f o r t h t h e 

p a r t i c i p a t i o n f o r m u l a t h a t was a g r e e d upon by t h e 

w o r k i n g i n t e r e s t owners e a r l i e r t h i s y e a r . 

Q. Were you i n v o l v e d i n t h e d e c i s i o n t o 

d e v e l o p t h e p r o c e s s whereby t h i s f o r m u l a was 

d e v e l o p e d and ado p t e d ? 

A. Yes, I was. 

Q. Would you r e v i e w i t f o r t h e Examiner? 

A. The p a r t i c i p a t i o n i s based on t h e 

f o l l o w i n g p a r a m e t e r s : One p e r c e n t a c r e a g e p l u s 
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f o u r p e r c e n t BOE r a t e , p l u s 21 p e r c e n t c u m u l a t i v e 

BOE p r o d u c t i o n , p l u s 34 p e r c e n t r e m a i n i n g p r i m a r y 

o i l p r o d u c t i o n , p l u s 40 p e r c e n t u l t i m a t e BOE 

p r i m a r y r e c o v e r y . 

As t h e e x h i b i t s e t s o u t , t h e BOE r a t e 

i s based on 1989 o i l and gas p r o d u c t i o n . The gas 

e q u i v a l e n c y r a t e was 10 Mcf per b a r r e l o f o i l . 

The c u m u l a t i v e p r o d u c t i o n i s t h r o u g h December 3 1 , 

1989. The r e m a i n i n g p r i m a r y i s f r o m J a n u a r y 1, 

1990. U l t i m a t e , o f c o u r s e , i s s i m p l y t h e sum o f 

c u m u l a t i v e p l u s r e m a i n i n g p r i m a r y . 

Q. I n d e v e l o p i n g t h i s f o r m u l a , d i d t h e 

w o r k i n g i n t e r e s t owners c o n s i d e r n o t o n l y t h e 

m u l t i p l e zones i n v o l v e d b u t t h e d i f f e r i n g 

o w n e r s h i p s i n t h o s e p r o p e r t i e s ? 

A. Yes, t h e y d i d . 

Q. At t h e b o t t o m o f t h i s e x h i b i t i t shows 

some a p p r o v a l numbers. C o u l d you r e v i e w t h o s e 

f o r Mr. Catanach? 

A. The f o r m u l a was f o r m a l l y a d o p t e d by 89 

p e r c e n t o f t h e w o r k i n g i n t e r e s t i n t h e u n i t . We 

had a v e r y s m a l l , n e g a t i v e v o t e , and we had 

a p p r o x i m a t e l y 11 p e r c e n t a b s t e n t i o n r a t e between 

t h e f o u r v o t e s and t h e a b s t a i n i n g v o t e s . We have 

a p p r o x i m a t e l y 99 and a h a l f p e r c e n t a p p r o v a l o f 
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t h e f o r m u l a . 

Q. That 11 p e r c e n t t h a t a b s t a i n e d , p a r t o f 

t h a t have n o t been i n v o l v e d i n t h e d e v e l o p m e n t o f 

t h i s p r o j e c t ? 

A. P a r t o f t h o s e f o l k s who a b s t a i n e d , i n 

f a c t most o f them who d i d a b s t a i n , d i d n o t 

p a r t i c i p a t e i n any f a c e t o f t h e t e c h n i c a l 

c o m m i t t e e work or u n i t i z i n g t h e p r o j e c t . 

Q. The n e g a t i v e v o t e was what? 

A. .04 5 p e r c e n t . 

Q. So you have 99.95 p e r c e n t t h a t has 

e i t h e r a p p r o v e d or a b s t a i n e d ? 

A. T h a t ' s c o r r e c t . 

Q. I n y o u r o p i n i o n , does t h e f o r m u l a 

a l l o c a t e p r o d u c t i o n t o t h e s e p a r a t e l y owned 

t r a c t s i n t h e p r o p o s e d u n i t on a f a i r , r e a s o n a b l e 

and e q u i t a b l e b a s i s ? 

A. Yes, i t does. 

Q. I n y o u r o p i n i o n , w i l l u n i t i z e d 

management, o p e r a t i o n and f u r t h e r d e v e l o p m e n t o f 

a p o r t i o n o f t h i s p o o l w h i c h i s t h e s u b j e c t o f 

t h i s a p p l i c a t i o n , i s t h i s u n i t i z a t i o n r e a s o n a b l y 

n e c e s s a r y t o e f f e c t i v e l y c a r r y o u t s e c o n d a r y 

r e c o v e r y o p e r a t i o n s ? 

A . Yes. 
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Q. I w o u l d l i k e t o move a t t h i s t i m e t o a 

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

w a t e r f l o o d p r o j e c t . C o u l d you i d e n t i f y what has 

been marked ARCO E x h i b i t 22? 

A. E x h i b i t 22 i s t h e C-108 t h a t we f i l e d 

w i t h t h e Commission. 

Q. C o u l d you r e f e r t o t h e p l a t i n t h e back 

of t h i s e x h i b i t and r e v i e w i t f o r Mr. Catanach? 

A. The p l a t i n t h e v e r y back o f t h e C-108 

i s a l - t o - 2 , 0 0 0 p l a t s i m i l a r t o t h e p l a t we have 

up on t h e w a l l . I t shows t h e u n i t o u t l i n e and 

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

o f r e v i e w . 

Q. Now, i n s t e a d o f d r a w i n g an a r e a o f 

r e v i e w a r o u n d each o f t h e i n j e c t i o n w e l l s , what 

you've done h e r e i s s i m p l y draw a l i n e a r o u n d t h e 

u n i t b o u n d a r y a h a l f - m i l e o u t w h i c h w o u l d i n c l u d e 

a t l e a s t a l l a c r e a g e t h a t ' s r e q u i r e d as b e i n g 

shown w i t h i n t h e a r e a o f r e v i e w , i s t h a t c o r r e c t ? 

A. That i s c o r r e c t . We've gone a l i t t l e 

b i t beyond t h e OCD r e q u i r e m e n t s and have i n c l u d e d 

more a c r e a g e t h a n what was n e c e s s a r y . Most o f 

t h e u n i t i n j e c t o r s a r e one l o c a t i o n — t w o 

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

Q. T h i s does show a l l l e a s e o w n e r s h i p 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

1 6 

1 7 

18 

1 9 

20 

2 1 

2 2 

23 

24 

25 

62 

w i t h i n two m i l e s o f any o f t h e i n j e c t i o n w e l l s ? 

A. Yes, i t does. 

Q. And i t shows t h e p r o p o s e d d e v e l o p m e n t 

f o r t h e u n i t area? 

A. Yes, i t does. 

Q. L e t ' s i d e n t i f y t h e map l o c a t e d b e h i n d 

t a b Roman number V i n t h e C-108. 

A. The map l o c a t e d b e h i n d Roman n u m e r a l 

Tab V i s a s i m i l a r map on a s m a l l e r s c a l e t h a t 

o u t l i n e s t h e a r e a o f r e v i e w . 

Q. E x h i b i t 22, t h e C-108, does i t c o n t a i n 

t h e d a t a r e q u i r e d by OCD r u l e s f o r each w e l l 

w i t h i n t h e a r e a o f r e v i e w , w h i c h , i n f a c t , 

p e n e t r a t e s t h e i n j e c t i o n zone? 

A. Yes, i t does. B e h i n d E x h i b i t Tab Roman 

n u m e r a l V I a r e t h e w e l l s l i s t e d i n t h e a r e a o f 

r e v i e w , and b e h i n d t h a t t a b l e i s a s e r i e s o f 

s c h e m a t i c s and w e l l h i s t o r i e s f o r each w e l l t h a t 

has p e n e t r a t e d t h e f o r m a t i o n w i t h i n t h e u n i t and 

w i t h i n t h e a r e a o f r e v i e w . 

Q. Does t h i s p o r t i o n o f t h e C-108 i n c l u d e 

a l l d a t a r e q u i r e d by t h a t f i r m , i n c l u d i n g 

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

n a t u r e ? 

A. C a s i n g r e c o r d s a r e i n c l u d e d , c o m p l e t i o n 
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d a t e s , spud d a t e s , i n t e r v a l s o f c o m p l e t i o n . The 

i n f o r m a t i o n t h e OCD has r e q u i r e d a r e i n c l u d e d i n 

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

Q. Does t h i s e x h i b i t a l s o i n c l u d e 

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

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

of r e v i e w ? 

A. Yes, i t does. 

0- I s t h a t i n f o r m a t i o n a l s o l o c a t e d w i t h 

t h e o t h e r s c h e m a t i c s b e h i n d Tab VI? 

A. The s c h e m a t i c s a r e l i s t e d by s e c t i o n , 

by a l p h a b e t i c a l l o c a t i o n and, y e s , t h e p l u g g e d 

w e l l s a r e l i s t e d w i t h t h e s c h e m a t i c s . 

Q. Have you r e v i e w e d t h e i n f o r m a t i o n on 

each o f t h e p l u g g e d and abandoned w e l l s ? 

A. Yes, I have. 

Q. I n y o u r o p i n i o n , a r e t h e y 

s a t i s f a c t o r i l y p l u g g e d t o be s u r e t h e y d o n ' t 

become v e h i c l e s f o r t h e m i g r a t i o n o f i n j e c t i o n 

f l u i d s i n t o o t h e r zones? 

A. Yes . 

Q. Would you go t o what has been t a b b e d 

Roman n u m e r a l I I I and i d e n t i f y t h a t and i t s sub 

p a r t s f o r t h e Examiner. 

A. Roman n u m e r a l I I I , s t a r t i n a w i t h I I I - A 
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i s a l i s t o f t h e new w e l l s t h a t we p r o p o s e t o 

d r i l l o r c o n v e r t i n our u n i t , w i t h p r o p o s e d 

f o o t a g e l o c a t i o n s , what k i n d o f w e l l s t h e y a r e . 

E x h i b i t I I I - B i s a s c h e m a t i c o f a 

t y p i c a l new i n j e c t o r i n t h e u n i t , s h o w i n g c a s i n g 

and t u b i n g d e s i g n and p e r f o r a t e d i n t e r v a l . 

E x h i b i t I I I - C a r e t h e s c h e m a t i c s f o r 

t h e c o n v e r t e d w e l l s t h a t we have p l a n n e d i n t h e 

u n i t . 

Q. I f we l o o k a t t h e w e l l l o c a t i o n s shown 

b e h i n d t a b I I I - A - -

A. Yes, s i r . 

Q. - - t h e s e w e l l s have n o t been d r i l l e d ? 

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

Q. And you have n o t had o n - s i t e i n s p e c t i o n 

f o r t h e v a r i o u s i n d i c a t e d w e l l l o c a t i o n s ? 

A. We have n o t . 

Q. I s i t p o s s i b l e t h a t when you go o u t t o 

s t a k e t h e s e l o c a t i o n s , t h e y m i g h t have t o be 

moved? 

A. I t i s p o s s i b l e and most l i k e l y . 

Q. Do you seek a p r o c e d u r e whereby, i f 

t h o s e l o c a t i o n s have t o be moved, t h a t can be 

a p p r o v e d a d m i n i s t r a t i v e l y by t h e Hobbs D i s t r i c t 

O f f i c e w i t h o u t t h e n e c e s s i t y o f coming back t o 
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t h e O i l C o n s e r v a t i o n D i v i s i o n f o r f u r t h e r 

h e a r i n g ? 

A. Yes, we do. 

Q. Do you a l s o seek an a d m i n i s t r a t i v e 

p r o c e d u r e whereby u n o r t h o d o x l o c a t i o n s , a t l e a s t 

one s t a n d a r d l o c a t i o n w i t h i n t h e o u t e r b o u n d a r y 

of t h e u n i t , c o u l d be a p p r o v e d a d m i n i s t r a t i v e l y 

by t h e d i s t r i c t s u p e r v i s o r o f t h e Hobbs D i s t r i c t 

O f f i c e ? 

A. Yes, we do. 

Q, Have you r e v i e w e d t h a t w i t h Mr. Sexton? 

A. Yes, we have. 

Q. I n f a c t , he has r e q u e s t e d t h a t we 

s u g g e s t t h a t as p a r t o f t h i s h e a r i n g p r o c e s s ? 

A. Yes. 

Q. What i s t h e s o u r c e o f t h e w a t e r you 

pr o p o s e t o i n j e c t ? 

A. The s o u r c e s o f t h e w a t e r a r e two. We 

i n t e n d t o use t h e p r o d u c e d B l i n e b r y and 

T u b b - D r i n k a r d w a t e r f r o m our u n i t o p e r a t i o n s . We 

i n t e n d , a l s o , t o d r i l l two w a t e r s u p p l y w e l l s t o 

t h e San A n d r e s , a s h a l l o w e r zone, use t h o s e two 

w e l l s , p l u s a c o n v e r s i o n f o r makeup w a t e r . 

Q. W i l l any f r e s h w a t e r be used f o r 

i n j e c t i o n p u r p o s e s ? 
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A . No . 

Q. What volumes do you p r o p o s e t o i n j e c t ? 

A. We i n i t i a l l y i n t e n d t o i n j e c t up t o 

1,000 b a r r e l s a day per w e l l , w i t h a l i m i t o f 

45,000 b a r r e l s p er day f o r t h e e n t i r e u n i t . 

Q. T h i s w i l l be a c l o s e d s y s t e m , w i l l i t 

n o t ? 

A. Yes, i t w i l l . 

Q. W i l l you be i n j e c t i n g by g r a v i t y or 

under p r e s s u r e ? 

A. We w i l l be i n j e c t i n g under p r e s s u r e . 

Q. What i s t h e maximum i n j e c t i o n p r e s s u r e 

you p r o p o s e t o use? 

A. We a r e s e e k i n g a maximum i n j e c t i o n 

p r e s s u r e o f 1,100 pounds. 

Q. W i l l a p r e s s u r e l i m i t a t i o n o f 

t w o - t e n t h s pound p er f o o t o f d e p t h t o t h e t o p o f 

t h e i n j e c t i o n i n t e r v a l be s a t i s f a c t o r y f o r ARCO's 

pu r p o s e s ? 

A. Yes, i t w o u l d . 

Q. Does ARCO r e q u e s t t h a t t h e o r d e r s 

r e s u l t i n g f r o m t h i s h e a r i n g a l s o i n c l u d e an 

a d m i n i s t r a t i v e p r o c e d u r e whereby t h e i n j e c t i o n 

p r e s s u r e c o u l d be i n c r e a s e d a f t e r s t e p - r a t e t e s t s 

a r e r u n and t h e r e s u l t s o f t h o s e t e s t s r e v i e w e d 
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w i t h t h e D i v i s i o n ? 

A. Yes, we do. 

Q. Are w a t e r a n a l y s e s o f t h e i n j e c t i o n 

f l u i d i n c l u d e d i n Form C-108? 

A. Yes, b e h i n d Tab E x h i b i t V I I , t h e r e a r e 

two pages w i t h w a t e r a n a l y s e s . Sample No. 1, 

p r o d u c e d w a t e r t a k e n f r o m Chevron's S t e w a r t , 

L a n g l i e and M a t t o x w e l l i s a sample t a k e n f r o m a 

G r a y b u r g w a t e r s u p p l y w e l l . Samples 2, 3 and 4 

a r e t y p i c a l B l i n e b r y T u b b - D r i n k a r d w a t e r 

samp 1es . 

I f you l o o k a t t h e b o t t o m o f t h e second 

page o f samples, i t i s n o t e d t h a t t h e s e w a t e r s 

a r e n o t i n c o m p a t i b l e . 

Q. Are t h e r e f r e s h w a t e r zones i n t h e 

area? 

A. B e h i n d Tab V I I I i s a g e o l o g i c a l r e v i e w 

w i t h a f r e s h w a t e r zone i n t h e a r e a . 

Q. What a r e t h o s e f r e s h w a t e r f o r m a t i o n s ? 

A. F r e s h w a t e r f o r m a t i o n s a r e m a i n l y t h e 

O g a l l a l a and t h e C h i n l e . 

Q. Would you r e v i e w t h e i n f o r m a t i o n b e h i n d 

Tab XI? 

A. The i n f o r m a t i o n b e h i n d Tab X I l o c a t e s 

where t h e f r e s h w a t e r w e l l s a r e i n and a r o u n d t h e 
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u n i t a r e a . B e h i n d t h a t p l a t a r e two pages o f 

a n a l y s e s o f e i g h t w e l l s t h a t we were a b l e t o 

c a t c h samples on. 

Q. Are l o g s o f t h e w e l l s you p r o p o s e t o 

c o n v e r t t o i n j e c t i o n on f i l e w i t h t h e O i l 

C o n s e r v a t i o n D i v i s i o n ? 

A . Yes, t h e y a r e . 

Q. Mr. P r e n t i c e , t h e r e were some q u e s t i o n s 

r a i s e d a few m i n u t e s ago c o n c e r n i n g t h e enhanced 

o i l r e c o v e r y t a x r a t e t h a t m i g h t be a p p l i c a b l e t o 

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

I n i t i a l l y y o u ' r e p l a n n i n g on r u n n i n g i n j e c t i v i t y 

t e s t s , i s t h a t c o r r e c t ? 

A. That i s c o r r e c t . I n one o f our c o r e d 

w e l l s t h i s f a l l , we w o u l d l i k e t o c o n d u c t and 

have g o t t e n p r e l i m i n a r y Hobbs a p p r o v a l t o c o n d u c t 

s h o r t - t e r m i n j e c t i v i t y t e s t s . 

Q. These a r e o n l y t e s t s ? 

A. J u s t s i m p l y t e s t s . 

Q. T h i s i s n o t g o i n g t o , i n any way, be 

t h e commencement o f any s o r t o f i n j e c t i o n o f 

w a t e r f o r t h e p u r p o s e o f w a t e r f 1 o o d i n g t h i s u n i t ? 

A. That i s c o r r e c t , t h e y w i l l n o t be. 

Q. You're n o t i n t e n d i n g t o d a y t o seek 

a p p r o v a l o f t h i s p r o j e c t , as a r e s u l t o f t o d a y ' s 
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h e a r i n g , under t h e Enhanced O i l Re c o v e r y A c t ? 

A, We had n o t p l a n n e d t o do t h a t . 

Q. I f t h e O i l C o n s e r v a t i o n D i v i s i o n was 

w i l l i n g t o a c c e p t t h e t e s t i m o n y o f t h e 

p r o c e e d i n g s h e r e t o d a y as a b a s i s f o r such an 

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

a p p r o v a l e f f e c t i v e u n t i l you were r e a d y t o 

commence w a t e r f l o o d o p e r a t i o n s , w o u l d t h a t be 

a c c e p t a b l e t o ARCO? 

A. Yes, i t w o u l d . 

Q. Are you aware o f s i m i l a r a p p l i c a t i o n s 

t h a t have been g r a n t e d f o r enhanced r e c o v e r y by 

w a t e r f l o o d i n g o f t h e same g e n e r a l a r e a as t h i s 

u n i t ? 

A. Yes. I n t h e same g e n e r a l a r e a , t h e 

E u n i c e Monument South U n i t , t h e N o r t h e a s t 

D r i n k a r d U n i t , and Morehead G r a y b u r g U n i t have 

a l l been r e c e n t l y a p p r o v e d f o r s e c o n d a r y 

o p e r a t i o n s . 

Q. Have you examined t h e a v a i l a b l e 

g e o l o g i c and e n g i n e e r i n g d a t a on t h i s a r ea? 

A. Ye s, I have. 

Q. As a r e s u l t o f t h a t e x a m i n a t i o n , have 

you f o u n d any e v i d e n c e o f open f a u l t s o r o t h e r 

h y d r o l o g i c c o n n e c t i o n s between t h e i n j e c t i o n zone 
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and any u n d e r g r o u n d s o u r c e o f d r i n k i n g w a t e r ? 

A. No, I have n o t . 

Q. At t h i s t i m e , has ARCO made a d e c i s i o n 

on w h e t h e r o r n o t t o u l t i m a t e l y i m p l e m e n t a 

c a r b o n d i o x i d e f l o o d i n t h i s u n i t ? 

A. T e r t i a r y r e c o v e r y may be f e a s i b l e , b u t 

t h e p u r p o s e o f our p r e s e n c e h e r e t o d a y i s t o seek 

a u t h o r i z a t i o n t o c o n d u c t a s e c o n d a r y r e c o v e r y 

ope r a t i on. 

Q. I n y o u r o p i n i o n , w i l l a p p r o v a l o f t h i s 

a p p l i c a t i o n be i n t h e b e s t i n t e r e s t o f 

c o n s e r v a t i o n , t h e p r e v e n t i o n o f waste and t h e 

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

A. Yes, i t w i l l . 

Q. How soon w o u l d ARCO hope t o have t h i s 

u n i t r a t i f i e d and i n e f f e c t ? 

A. Our t a r g e t d a t e f o r u n i t i z e d o p e r a t i o n 

i s November 1 o f t h i s y e a r . 

Q. Were E x h i b i t s 17 t h r o u g h 22 p r e p a r e d by 

you o r under y o u r d i r e c t i o n and s u p e r v i s i o n ? 

A. Yes, t h e y were. 

MR. CARR: Mr. Cat a n a c h , a t t h i s t i m e 

we move t h e a d m i s s i o n o f ARCO E x h i b i t s 17 t h r o u g h 

2 2 . 

EXAMINER CATANACH: E x h i b i t s 17 t h r o u g h 
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22 w i l l be a d m i t t e d as e v i d e n c e . 

MR. CARR: That c o n c l u d e s o u r 

e n g i n e e r i n g d i r e c t p r e s e n t a t i o n i n t h i s case, and 

and I t e n d e r t h e w i t n e s s f o r c r o s s - e x a m i n a t i o n . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. P r e n t i c e , have you examined t h e 

a r e a o f r e v i e w w e l l s and s a t i s f i e d y o u r s e l f t h a t 

t h e y ' r e cemented p r o p e r l y so as i n j e c t e d f l u i d 

won't m i g r a t e upward? 

A . Yes. 

Q. Each and e v e r y one? 

A. As many as I c o u l d p o s s i b l y f i n d , y e s , 

s i r . 

Q. Have you examined t h e p l u g g e d and 

abandoned w e l l s w i t h i n t h e a r e a o f r e v i e w and 

s a t i s f i e d y o u r s e l f t h a t t h e s e a r e p l u g g e d 

a d e q u a t e l y ? 

A . Yes. 

MR. STOVALL: T h a t ' s a l o t o f 

r e v i e w i n g . 

THE WITNESS: Yes. 

MR. CARR: Has i t a l m o s t r u i n e d y o u r 

mar r i age ? 

THE WITNESS: Yes. I f I m i s s e d one. 
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Mr. Examiner, p l e a s e l e t me know. 

Q. C o n c e r n i n g t h e r e q u e s t you a l l have f o r 

an a d m i n i s t r a t i v e a p p r o v a l t o r e l o c a t e i n j e c t i o n 

w e l l s , you r e q u e s t t h a t t h a t be h a n d l e d a t t h e 

d i s t r i c t o f f i c e ? 

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

Q. And as f a r as p r o d u c i n g w e l l s w i t h i n 

t h e u n i t , have you r e q u e s t e d t h e same p r o c e d u r e ? 

I must have n o t f o l l o w e d you t h e r e . 

A. I'm s o r r y . We w o u l d l i k e t o have 

p e r m i s s i o n t o a p p l y or g e t a p p r o v a l f o r 

u n o r t h o d o x l o c a t i o n s , be t h e y i n j e c t o r s or 

p r o d u c e r s , o u t o f t h e Hobbs o f f i c e . 

EXAMINATION 

BY MR. STOVALL: 

Q. W i t h o u t r e g a r d t o t h e amount o f 

u n o r t h o d o x n e s s ? I s t h a t a word? 

A. I'm n o t s u r e I f o l l o w t h e - -

Q. I f , say, a w e l l w e r e - - I assume t h a t 

y o u r c o n c e r n i s t h a t t h e y ' l l have t o be moved f o r 

s u r f a c e r e a s o n s ? 

A. T h a t ' s c o r r e c t , y e s . 

Q. I f a w e l l were moved 50 o r 100 f e e t i t 

m i g h t n o t be a p r o b l e m , b u t what's t h e b a s i c 

s e t b a c k ? 330? 
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A. As I u n d e r s t a n d , t h e u n o r t h o d o x 

d e f i n i t i o n i n a s e c o n d a r y r e c o v e r y u n i t i s 330 

o f f a l e a s e l i n e and 10 f e e t o f f a q u a r t e r 

q u a r t e r l i n e . 

Q. I f i t were more t h a n , say, h a l f t h e 330 

or more t h a n a h u n d r e d f e e t u n o r t h o d o x , do you 

have any l i m i t or w o u l d you l i k e t o be a b l e 

t o - - b a s i c a 1 1 y no l i m i t on t h e d i s t r i c t o f f i c e ? 

A. We w o u l d l i k e t o p u t our w e l l s where 

t h e y a r e s t a k e d . We w o u l d l i k e t o have a g r e a t 

d e a l o f f l e x i b i l i t y , i f a t a l l p o s s i b l e . 

MR. CARR: I w o u l d p o i n t o u t , Mr. 

Cat a n a c h , t h a t w i t h t h i s u n i t as w e l l as w i t h 

e a r l i e r u n i t s , t h i s r e q u e s t has been made by t h e 

Hobbs d i s t r i c t o f f i c e . The a p p l i c a n t has been 

asked t o p r o p o s e t h i s t o y ou. 

Q. L e t me ask a f o l l o w - u p q u e s t i o n o f 

law. W i t h i n a u n i t o p e r a t i o n o f t h i s n a t u r e , do 

you t h i n k t h a t h a v i n g w e l l l o c a t i o n s w h i c h a r e 

d i c t a t e d by l e a s e o r s u r f a c e s u r v e y r e q u i r e m e n t s 

make sense? 

A. No, s i r , t h e y r e a l l y d o n ' t . We a r e 

p l a c i n g our i n j e c t o r s t h a t you m i g h t have n o t i c e d 

i n a p o s i t i o n where we t h i n k w e ' l l most 

e f f e c t i v e l y and e f f i c i e n t l y f l o o d t h e r e s e r v o i r . 
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Because t h e y f a l l n i n e f e e t f r o m a q u a r t e r 

q u a r t e r l i n e or 300 f e e t f r o m a s e c t i o n l i n e 

r e a l l y d o e s n ' t make any sense t o me t o have t o 

move them t o meet some p r e s e t l i m i t . We w o u l d 

r e a l l y l i k e t o have t h e a b i l i t y t o p u t them where 

i t makes most e n g i n e e r i n g sense. 

Q. I s t h e r e a n y t h i n g i n t h e manner i n 

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

whereby i n t e r e s t c o u l d be e f f e c t e d by where w e l l s 

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

A. No, s i r , n o t a t a l l . The two a r e 

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

Q. I f you were g i v e n c o m p l e t e l a t i t u d e t o 

p l a c e t h e w e l l s where i t made t h e most sense and 

and where you c o u l d g e t a p p r o v a l f o r them, t h e r e 

w o u l d be a b s o l u t e l y no change i n what any p a r t y 

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

f o r m u l a ? 

A. The f o r m u l a i s based on h i s t o r i c a l 

p r o d u c t i o n . I t ' s n o t based on a n y t h i n g t h a t we 

w i l l g e t f r o m h e r e on o u t ; any k i n d o f h i s t o r i c a l 

o r any k i n d o f f o r e c a s t e d s e c o n d a r y o p e r a t i o n . 

I t ' s based s t r i c t l y on h i s t o r i c a l d a t a . Where we 

p l a c e our--how we c o n d u c t our o p e r a t i o n s does n o t 

i m p a c t i n t e r e s t a t a l l . 
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Q. Can you a n t i c i p a t e o r , based upon any 

h i s t o r i c a l k n o w l e d g e , see where p e r h a p s i f such a 

p r o v i s i o n were e s t a b l i s h e d t o a l l o w you t o have 

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

y o u ' l l p r o b a b l y s u f f e r s u b j e c t t o some s o r t o f 

bo u n d a r y l i m i t a t i o n o f t h e e x t e r n a l b o u n d a r i e s o f 

t h e u n i t , where c o n c e i v a b l y t h a t c o u l d have some 

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

d i s s o l v e d o r f u t u r e o p e r a t i o n s , or i s t h a t j u s t 

so u n l i k e l y as t o n o t be s i g n i f i c a n t ? 

A. I t h i n k t h a t ' s a good q u e s t i o n and one 

we've t h o u g h t a b o u t b e f o r e . These two p r o d u c i n g 

h o r i z o n s a r e t h e main p r o d u c i n g h o r i z o n s i n t h e 

whole f i e l d . Once t h e s e o p e r a t i o n s a r e f i n i s h e d , 

i n my o p i n i o n i t i s u n l i k e l y t h a t f u r t h e r 

o p e r a t i o n s w i l l be c o n d u c t e d . So, I do n o t t h i n k 

t h a t once a u n i t i s d i s s o l v e d , t h a t o w n e r s h i p 

p r o b l e m s s h o u l d a r i s e . Most o f our w e l l s a r e 

i n j e c t o r s . I t i s u n l i k e l y , t o me, t h a t i f we 

have an u n o r t h o d o x l o c a t i o n s i t t i n g c l o s e t o our 

l e a s e l i n e , t o our s e c t i o n l i n e , t h a t somebody i s 

g o i n g t o want t o go back i n and t r y t o p r o d u c e 

t h a t i n j e c t o r t h a t has i n j e c t e d who knows how 

many b a r r e l s o f w a t e r , f o r w h a t e v e r t h e r e a s o n . 

Q. What about o t h e r f o r m a t i o n s ? What 
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about t h e p o s s i b l e r e e n t r y f o r deeper f o r m a t i o n s , 

f o r examp1e ? 

A. A g a i n , t h a t has t o do w i t h t h i s 

f o r m a t i o n r e l a t i v e t o a l l t h e o t h e r f o r m a t i o n s . 

T h i s i s t h e m a j o r p r o d u c i n g h o r i z o n . By t h e t i m e 

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

i s l e f t on t h e u n d e r l y i n g deeper f o r m a t i o n s , t h a t 

even t h e s h a l l o w e r f o r m a t i o n s w o u l d have been 

p l u g g e d o u t . I t h i n k i t ' s u n l i k e l y t h a t you w i l l 

see any f u r t h e r p r i m a r y o p e r a t i o n s g o i n g on i n a 

p o s t - u n i t s c e n a r i o . Does t h a t answer y o u r 

que s t i on ? 

Q. I t h i n k so. I u n d e r s t a n d what y o u ' r e 

s a y i n g . L e t ' s see, what a r e t h e d e p t h s , a g a i n ? 

A. 5,000, 6,000 f e e t . 

Q. I f I u n d e r s t a n d what you s a i d , t h e r e ' s 

r e a l l y n o t h i n g above o r below t h a t somebody m i g h t 

u l t i m a t e l y use a w e l l b o r e t o go g e t ? 

A. T h a t ' s my p e r c e p t i o n o f where we a r e 

and where we're g o i n g r i g h t now. 

Q. Does t h e u n i t a g r e e m e n t , w i t h o u t h a v i n g 

l o o k e d s p e c i f i c a l l y , I d i d n o t i c e t h e r e were some 

p r o v i s i o n s f o r o p e r a t i o n s o u t s i d e o f t h e u n i t i z e d 

f o r m a t i o n s , I guess. W i t h o u t h a v i n g r e a d t h o s e , 

i s t h e r e a c o n c e r n t h a t anybody m i g h t - - o b v i o u s l y 
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I'm l o o k i n g a t t h e c o r r e l a t i v e r i g h t s i s s u e . The 

was t e i s s u e i s n ' t a p r o b l e m , i f t h e e n g i n e e r has 

g o t h i s c h o i c e . You're p r o b a b l y g o i n g t o 

maximize r e c o v e r y and m i n i m i z e w a s t e . 

Are t h e r e any c o n c e r n s a t a l l i n , say, 

t h e s p a c i n g o f w e l l s w i t h i n r e l a t i o n s h i p t o each 

o t h e r , o r g i v e n t h e n a t u r e o f t h e f a c t t h a t i t i s 

a l l b e i n g c o n d u c t e d under u n i t i z e d o p e r a t i o n s , 

e v e r y b o d y i s p a y i n g t h e i r s h a r e , t h a t you c o u l d 

s i m p l y say you c o u l d p u t t h e w e l l s where you want 

t o i n p r e s u m a b l y good e n g i n e e r i n g sense, w i t h o u t 

c o m p e t i t i v e p r e s s u r e s , w o u l d p r e v e n t you f r o m 

p u t t i n g w e l l s i n a l o c a t i o n f o r some u n n a t u r a l 

a d v a n t a g e , i f you w i l l ? 

A. Once y o u ' r e i n a u n i t i z e d o p e r a t i o n , 

t h e r e ' s no c o m p e t i t i v e a d v a n t a g e anywhere. The 

c o r r e l a t i v e r i g h t s , i n my o p i n i o n , a r e a d d r e s s e d 

more t h a n a d e q u a t e l y i n t h e p a r t i c i p a t i o n 

f o r m u l a . T h a t ' s where e v e r y b o d y has g o t t e n t h e i r 

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

Q. W i t h t h a t , i f s o m e t h i n g l i k e t h a t were 

t o happen, what w o u l d be t h e d i s t a n c e you w o u l d 

s u g g e s t i t w o u l d be f r o m t h e o u t s i d e b o u n d a r y ? 

330 f r o m t h e o u t s i d e b o u n d a r y o f t h e u n i t , i s 

t h a t a d equate? 
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A. Yes, t h a t ' s a d e q u a t e , s u r e l y . 

Q. I s u s p e c t you s t u d i e d t h i s and made 

y o u r i n i t i a l p l a n based upon s p a c i n g 

r e q u i r e m e n t s . I f you were t o go back i n w i t h o u t 

t h a t r e s t r i c t i o n , can you see some s i g n i f i c a n t 

changes you w o u l d make i n d r i l l i n g p a t t e r n s t o 

maximize r e c o v e r y w i t h , p e r h a p s , a few l e s s w e l l s 

or more e f f e c t i v e - -

A. No. I f you have t i m e t o l o o k a t t h e 

t e c h n i c a l r e p o r t , t h e r e ' s a whole c h a p t e r , a 

wh o l e s e c t i o n , on c o m p a r i n g J u s t i s t o o t h e r 

s i m i l a r r e s e r v o i r s , m a i n l y i n Texas. One o f t h e 

t h i n g s t h a t comes a c r o s s t h e r e i s t o e f f e c t i v e l y 

w a t e r f l o o d t h i s k i n d o f r e s e r v o i r because o f t h e 

h e t e r o g e n e i t i e s Mr. A l t u m r e f e r r e d t o . 4 0 - a c r e 

s p a c i n g i s t o o w i d e a s p a c i n g . You must r e d u c e 

y o u r s p a c i n g t o 2 0 - a c r e s p a c i n g and t h a t ' s what 

a l m o s t e v e r y b o d y has done. So, t o answer y o u r 

q u e s t i o n , no, we r e a l l y w o u l d n ' t change our 

s p a c i n g p l a n a t t h i s p o i n t i n t i m e . T h i s i s what 

we f e e l i t t a k e s t o e f f i c i e n t l y w a t e r f l o o d t h i s 

t y p e o f r e s e r v o i r . 

MR. STOVALL: T h a t ' s a l l I ' v e g o t on 

t h a t i s s u e . 

FURTHER EXAMINATION 
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BY EXAMINER CATANACH: 

Q. Mr. P r e n t i c e , w i t h r e s p e c t t o t h e 

i n j e c t i v i t y t e s t s you t a l k e d a b o u t , t h o s e w i l l be 

c o n d u c t e d f o r t h e n e w l y d r i l l e d i n j e c t i o n w e l l s ? 

A. No, n o t r e a l l y . We're g o i n g t o d r i l l 

f o u r w e l l s . Our i n t e n t i s t o c o n d u c t t h e 

i n j e c t i v i t y t e s t s i n one o f them. We t h i n k t h a t 

w i l l g i v e us t h e s u f f i c i e n t i n f o r m a t i o n t h a t 

we're l o o k i n g f o r . We r e a l l y d o n ' t a n t i c i p a t e 

c o n d u c t i n g f o u r s e p a r a t e i n j e c t i v i t y t e s t s on 

f o u r d i f f e r e n t w e l l s . 

Q. That w i l l be done on one o f t h e n e w l y 

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

A. Yes, i t w i l l . 

Q. Okay. You m e n t i o n e d s o m e t h i n g a b o u t a 

3 0 - p e r c e n t c o n t r i b u t i o n o f p r o d u c t i o n f r o m t h e 

T u b b - D r i n k a r d or an e s t i m a t e d 30 p e r c e n t 

c o n t r i b u t i o n . I s t h a t based on p r i m a r y r e c o v e r y ? 

A. Yes. The T u b b - D r i n k a r d , o f c o u r s e , i s 

an OCD d e s i g n a t e d p o o l . I t has r e c o v e r e d 

a p p r o x i m a t e l y n i n e m i l l i o n b a r r e l s , 10 m i l l i o n 

b a r r e l s . When you add i n t h e c o n t r i b u t i o n f r o m 

t h e B l i n e b r y , t h e u l t i m a t e r e c o v e r y f r o m b o t h 

zones i s about 30 m i l l i o n b a r r e l s , so t h e 

T u b b - D r i n k a r d has c o n t r i b u t e d a b o u t 30 p e r c e n t o f 
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t h e u l t i m a t e p r i m a r y . 

Q. U l t i m a t e p r i m a r y f r o m b o t h zones w o u l d 

be 30 m i l l i o n ? 

A. 30 m i l l i o n b a r r e l s , a p p r o x i m a t e l y . 30, 

31 m i l l i o n . 

Q. Do you have any i n f o r m a t i o n as t o t h e 

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

a t t h i s p o i n t i n t i m e ? 

A. The u n i t makes a p p r o x i m a t e l y 500 

b a r r e l s a day r i g h t now. There a r e oh, 100, 125 

w e l l s i n t h e a r e a , so l e s s t h a n f i v e b a r r e l s a 

day, f o u r t o f i v e b a r r e l s a day m i g h t be t h e 

ave r a g e p r o d u c t i o n p er w e l l r i g h t now. 

Q. Most o f t h e w e l l s a r e s t r i p p e r ? 

A. Yes. I w o u l d say a l l o f t h e w e l l s a r e 

s t r i p p e r a t t h i s p o i n t . 

Q. You m e n t i o n e d s o m e t h i n g a b o u t n o t a l l 

o f t h e B 1 i n e b r y - T u b b - D r i n k a r d p e n e t r a t i o n s w i l l 

be used as u n i t w e l l s ? 

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

Q. What w i l l t h e y be used f o r ? 

A. For i n s t a n c e , i f you r e f e r r e d t o any o f 

t h e p l a t s t h a t we've g i v e n y o u , some examples up 

i n S e c t i o n 24, t h e r e a r e m u l t i p l e w e l l s p er 

4 0 - a c r e l o c a t i o n s on some o f t h e Texaco t r a c t s . 
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There i s some deep p r o d u c t i o n s t i l l , t h a t i s 

c o m m e r c i a l , E l l e n b u r g e r , Montoya and Fusselman, 

and an o p e r a t o r can i n d e e d hang o n t o t h a t w e l l 

and w i l l , i n some i n s t a n c e s w e l l s . 

So, when you've g o t two or t h r e e w e l l s 

i n a g i v e n 4 0 - a c r e l o c a t i o n , o b v i o u s l y n o t a l l 

t h o s e w e l l b o r e s a r e needed by t h e u n i t and one o r 

more o f t h o s e w e l l b o r e s may be r e t a i n e d by t h e 

c u r r e n t o p e r a t o r f o r p r i m a r y o p e r a t i o n s . Those 

a r e l i s t e d i n t h e C-108 as we l i s t t h e w e l l s 

w i t h i n t h e u n i t a r e a . The ones t h a t a r e r e t a i n e d 

w i l l n o t have u n i t d e s i g n a t i o n s on them. 

Q. That has a l r e a d y been d e t e r m i n e d ? 

A. We have some i n i t i a l i n d i c a t i o n s f r o m 

our p a r t n e r s as t o w h i c h w e l l b o r e s a r e coming t o 

us, w h i c h ones we p l a n t o g e t and w h i c h ones w i l l 

n o t . T h a t ' s n o t c o m p l e t e l y s e t i n s t o n e y e t b u t 

we have an i d e a o f w h i c h ones a r e coming. 

Q. Do you a n t i c i p a t e h a v i n g t o d r i l l any 

p r o d u c i n g w e l l s ? 

A. Yes. As you l o o k a t t h e b o t t o m o f t h a t 

p l a t , u n d e r Phase I we have one p r o d u c e r p l a n n e d 

and Phase I I we have f o u r p r o d u c e r s p l a n n e d , so 

a p p r o x i m a t e l y f i v e p r o d u c e r s a t t h i s p o i n t . 

FURTHER EXAMINATION 
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BY MR. STOVALL: 

Q. How a r e t h e p l a n o f p r o d u c e r s 

d e s i g n a t e d ? 

A. The p r o d u c e r s a r e shown w i t h c i r c l e s 

and w i t h c o l o r on them. I t h i n k t h e y e l l o w ones 

a r e t h e Phase I I ones, and e a s i e s t t o i d e n t i f y . 

Look up t h e r e i n S e c t i o n 12 i n l o c a t i o n N. 

Q. Okay. The s i n g l e c i r c l e w i t h e i t h e r 

t h e b l u e o r t h e y e l l o w c o l o r , r a t h e r t h a n t h e 

d o u b l e c i r c l e ? 

A. Yes, t h a t ' s c o r r e c t . 

Q. You m i g h t a l s o p o i n t o u t t o y o u r 

g e o l o g i s t t h a t t h e r e ' s been an e a r t h q u a k e i n t h a t 

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

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

t h e c r o s s - s e c t i o n , anyway. 

FURTHER EXAMINATION 

BY MR. CATANACH: 

Q. The Phase I p o r t i o n o f t h e p r o j e c t , 

mid-93 c o m p l e t i o n o f d r i l l i n g o p e r a t i o n s ? 

A. No. The Phase I o p e r a t i o n w o u l d b e g i n . 

Q. Begin? 

A. B e g i n . The Phase I d r i l l i n g 

o p e r a t i o n . L e t me a l s o say t h a t t h e c o n s t r u c t i o n 

o f f a c i l i t i e s w o u l d b e g i n r i g h t a f t e r t h e f i r s t 
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of t h e y e a r , 1993. 

R i g h t now, t h e second q u a r t e r t o 

mid-1993 i s our p l a n t o s t a r t up f o r t h e m a j o r i t y 

o f t h e Phase I d r i l l i n g . 

Q. How l o n g w i l l Phase I t a k e ? 

A. 12 t o 18 months, we t h i n k . 

Q. At what t i m e w i l l Phase I I be 

commenced? 

A. Our p l a n r i g h t now i s t o a s s i m u l a t e t h e 

d a t a t h a t we f i n d i n Phase I . There may be a 

y e a r d e l a y , t h e r e may n o t be a y e a r d e l a y . I f we 

f i n d as many s u r p r i s e s as we're h o p i n g t o f i n d , 

and we f i n d we have a v e r y p r o l i f i c p r o j e c t , we 

may b e g i n Phase I I i m m e d i a t e l y a f t e r Phase I 

ends. T h a t ' s t o be d e t e r m i n e d . 

Q. Now, d i d you t e s t i f y t h a t b a s i c a l l y , t o 

f l o o d t h e B l i n e b r y on i t s own, i s r e a l l y n o t 

e c o n o m i c a l f o r ARCO t o do? 

A. I t ' s r e a l l y more a q u e s t i o n o f 

f e a s i b i l i t y , I t h i n k , due t o t h e c u r r e n t 

c o m p l e t i o n p r a c t i c e s , w h i c h has been t h e downhole 

c o m m i n g l i n g and t o f r a c b o t h zones. I n my 

o p i n i o n i t ' s h i g h l y u n l i k e l y t h a t we w o u l d be 

a b l e t o s e p a r a t e t h e B l i n e b r y e n t i r e l y f r o m t h e 

D r i n k a r d a t t h i s p o i n t i n t i m e . 
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Q. How many w e l l s a r e downhole commingled? 

A . 30 . 

Q. 3 0 we l i s . 

A. By t h e l a t e s t OCD m o n t h l y r e p o r t . 

Q. I s i t y o u r o p i n i o n t h a t i t w o u l d be 

uneconomic t o f l o o d t h e Tubb and t h e D r i n k a r d by 

t h e m s e I v e s ? 

A. H i g h l y u n e c o n o m i c a l and u n f e a s i b l e . 

Q. Are a l l o f t h e p r o d u c i n g zones g o i n g t o 

be opened up i n a l l o f t h e p r o d u c i n g w e l l s ? 

A. Our i n t e n t i s t o i d e n t i f y each 

p r o d u c i n g zone, each p r o d u c i n g s t r i n g e r , and t o 

open i t up and make i t match our o f f s e t t i n g 

i n j e c t o r w e l l s , y e s . 

Q. I s t h e n o r t h o n e - t h i r d o f t h i s f i e l d 

g o i n g t o be u n i t i z e d , Mr. P r e n t i c e ? 

A. I r e f e r t h a t t o my good f r i e n d s a t 

Texaco. I n my c o n v e r s a t i o n s w i t h them, i t i s on 

t h e i r l i s t o f t h i n g s t o do, b u t beyond t h a t , I 

c a n ' t p r e d i c t t h e f u t u r e up t h e r e , s i r . 

Q. I s i t t e c h n i c a l l y f e a s i b l e t o 

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

A. A l m o s t e v e r y t h i n g i s t e c h n i c a l l y 

f e a s i b l e . 

Q. You guys j u s t d o n ' t want t o do i t ? 
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A. I t ' s due t o m e c h a n i c a l and economic 

f e a s i b i l i t y . We b e l i e v e t h e So u t h J u s t i s p o r t i o n 

o f t h i s f i e l d i s t h e p l a c e t o be. 

Q. W i t h r e s p e c t t o t h e c o n v e r s a t i o n s 

you've had w i t h J e r r y S e x t o n , i t ' s y o u r 

r e c o m m e n d a t i o n t h a t t h e J u s t i s - B 1 i n e b r y and 

J u s t i s - T u b b - D r i n k a r d p o o l s s o u t h o f t h e n o r t h 

b o u n d a r y o f y o u r u n i t , be, i n essen c e , d e l e t e d o r 

c o n t r a c t e d ? 

A. C o n t r a c t e d t o n o r t h o f t h a t l i n e . 

Q. E v e r y t h i n g s o u t h o f t h e n o r t h — 

MR. STOVALL: Of t h e n o r t h l i n e o f 

S e c t i o n 7 and 11? S e c t i o n 11 and 12? 

THE WITNESS: 11 and 12, y e s . 

MR. STOVALL: A c t u a l l y , i t ' s 11 and 12, 

i s n ' t i t ? 

THE WITNESS: Yes. E v e r y t h i n g s o u t h o f 

t h a t l i n e i n t h e J u s t i s - B 1 i n e b r y and 

J u s t i s - T u b b - D r i n k a r d p o o l s be c o n t r a c t e d t o n o r t h 

of t h a t 1 i n e . 

MR. STOVALL: I n o t h e r w o r d s , t h e 

s o u t h e r n b o u n d a r y o f t h o s e two p o o l s w o u l d be t h e 

s o u t h l i n e o f S e c t i o n s 1 and 2? 

THE WITNESS: 1, 2 and 3, y e s , s i r , 

t h a t ' s c o r r e c t . 
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Q. (BY MR. CATANACH} So t h e p r o p o s e d 

p o o l . J u s t i s - B l i n e b r y - T u b b - D r i n k a r d , w o u l d 

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

A. M a t c h i n g t h e u n i t b o u n d a r y . 

MR. STOVALL: A f o l l o w - u p on t h a t ; why 

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

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

g o i n g t o be i n c l u d e d and b r o u g h t i n by 

n o m e n c l a t u r e , why n o t s t a r t o u t by p u t t i n g them 

i n t h e p o o l ? 

A. T h a t ' s e n t i r e l y p o s s i b l e , t o o , g i v e n 

t h e f a c t t h a t you've g o t a w e l l down t o t h e s o u t h 

t h a t ' s been p l u g g e d f o r f i v e y e a r s . We d i d n ' t 

see any r e a l t e c h n i c a l r e a s o n t o i n c l u d e t h a t i n 

t h e new p o o l . 

MR. CARR: E i t h e r one w o u l d a c c o m p l i s h 

t h e same o b j e c t i v e . 

MR. STOVALL: You c o u l d c o n t r a c t t h e 

p o o l , make t h e new p o o l , e s s e n t i a l l y , t h e 

b o u n d a r i e s , and l e a v e t h a t p l u g g e d a r e a o u t ? I t 

e s s e n t i a l l y w o u l d n o t be a p o o l a t t h a t p o i n t 

because t h e r e ' s no p r o d u c t i o n t h e r e , r i g h t . 

MR. CARR: I can p r o b a b l y shed some 

l i g h t on t h a t . From ARCO's p e r s p e c t i v e e i t h e r o f 

t h o s e a l t e r n a t i v e s w o u l d a c c o m p l i s h our 
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o b j e c t i v e . We d i d n o t want t o come i n h e r e and 

be making a p r e s e n t a t i o n t o you a t t e m p t i n g t o 

j u s t i f y c r e a t i n g a new p o o l t h a t w o u l d i n c l u d e , 

f o r example, t h e west h a l f o f S e c t i o n 12, because 

we d i d n o t b e l i e v e , w i t h no p r o d u c t i o n down t h e r e 

and t h e o n l y w e l l s o u t s i d e t h e u n i t a r e a a r e 

p r o d u c i n g f r o m t h e B l i n e b r y , t h a t we c o u l d come 

i n and j u s t i f y t h a t w i t h a t e c h n i c a l case. 

So, we d o n ' t c a r e how t h a t i s done. 

What we're c o n c e r n e d a b o u t i s b e i n g a b l e t o 

w a t e r f l o o d t h e s e zones as one u n i t and one 

f o r m a t i o n because, i n f a c t , we t h i n k p r o d u c t i o n 

p r a c t i c e s show t h e y ' r e one common s o u r c e o f 

s u p p l y . 

FURTHER EXAMINATION 

BY MR. STOVALL: 

Q. Th e r e ' s no p r o d u c t i o n i n S e c t i o n 12 a t 

t h i s t i m e ? Where i s t h a t , i n 26 South? 

A. Yeah, 26 S o u t h , 37 E a s t . T h e r e ' s no 

a c t i v e B l i n e b r y or T u b b - D r i n k a r d p r o d u c t i o n i n 

t h a t s e c t i o n . 

Q. So we w o u l d n ' t be i s o l a t i n g some w e l l s ? 

A . No . 

Q. So we d o n ' t have a p r o b l e m w i t h t h a t ? 

A. We o n l y have t h r e e a c t i v e w e l l s , and 
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t h e y i m m e d i a t e l y o f f s e t t h e u n i t i n t h e B l i n e b r y 

f o r m a t i o n . There a r e no a c t i v e w e l l s i n t h e 

T u b b - D r i n k a r d . 

Q. Those w e l l s a r e i n - -

A . Sect i o n 6. 

Q . Sect i o n 6. 

A. There a r e two w e l l s t h e r e a n d — 

Q. I n S e c t i o n 1, a r e t h e r e any i n t h e 

s o u t h h a l f o f S e c t i o n 1? 

A. No. The o t h e r main a c t i v e w e l l i s o v e r 

i n S e c t i o n 23, i n J. 

Q . 2 3 o f whi c h ? 

A. I'm s o r r y , K. 

Q. Of 25 South? 

A. 25 S o u t h , 37 E a s t , y e s . 

Q. I n o t h e r w o r d s , i f we were t o make t h e 

p o o l b o u n d a r i e s c o n s i s t e n t , what we c o u l d do i s , 

t h e s o u t h e r n p o r t i o n o f t h e p o o l c o u l d be t h e 

n o r t h h a l f o f S e c t i o n and t h e n o r t h w e s t q u a r t e r 

of S e c t i o n 6 i n 38 E a s t , r i g h t ? 

A. That w o u l d a c c o m p l i s h t h e same t h i n g . 

Q. I t w o u l d a c c o m p l i s h t h e same r e s u l t and 

i t w o u l d n ' t l e a v e any w e l l s i s o l a t e d o r o u t t h e r e 

by t h e m s e l v e s , and i t w o u l d save us a somewhat 

c o m p l i c a t e d n o m e n c l a t u r e . We c o u l d do i t i n one 
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s t e p i n s t e a d o f two. 

Are t h e s e nods o f heads a f f i r m a t i o n s o f 

my s t a t e m e n t ? I s t h a t what t h e y mean? Bo t h Mr. 

C a r r and Mr. P r e n t i c e ? 

MR. CARR: I have a c k n o w l e d g e d t h a t 

t h a t i s y o u r s t a t e m e n t . 

MR. STOVALL: Do you acknowledge t h e 

a c c u r a c y and r e s u l t o f t h e s t a t e m e n t ? I s t h a t 

c o r r e c t ? 

MR. CARR: That w o u l d n o t i n t e r f e r e a t 

a l l w i t h ARCO's o b j e c t i v e h e r e . I t ' s w h a t e v e r 

w o u l d be t h e - - h o w e v e r t h e Commission or t h e 

D i v i s i o n w o u l d d e s i r e t o p u r s u e . 

FURTHER EXAMINATION 

BY MR. CATANACH: 

Q. D i d Hobbs have any s p e c i f i c 

r e c o m m e n d a t i o n s on how t o do i t ? 

A . No . 

Q . They d i d n o t . 

MR. STOVALL: Are t h e r e any w e l l s on 

t h e e a s t o r west s i d e o f y o u r u n i t t h a t a r e 

p r o d u c i n g f r o m one or t h e o t h e r p o o l t h a t c o u l d 

be a d v e r s e l y a f f e c t e d by t h a t ? 

A. No, s i r . I d o n ' t b e l i e v e t h a t t h e r e 

a r e . I d o n ' t b e l i e v e t h e a c t i v e w e l l s w o u l d be 
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a d v e r s e l y a f f e c t e d by e i t h e r p l a n . 

Q. And i f we were t o do so and t h e n a l s o 

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

t h e n we w o u l d have t o r a t e s p e c i a l p o o l r u l e s 

t h a t w o u l d say w i t h i n t h e u n i t b o u n d a r i e s i n t h i s 

p o o l t h e r e ' s no l o c a t i o n r e q u i r e m e n t s , b u t a t t h e 

edge o f t h e u n i t b o u n d a r i e s t h e r e ' s a 330 f o o t 

s e t b a c k f o r a l l w e l l s w i t h i n 330 f e e t or o u t s i d e 

t h e u n i t ? S o m e t h i n g t o t h a t e f f e c t ? 

A . Yes. 

Q. T h a t ' s assuming we w o u l d g r a n t you t h a t 

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

un i t . 

MR. CARR: I w o u l d a l s o s t a t e t h a t I'm 

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

i d e n t i f i e s , i f you want t o f o r n o m e n c l a t u r e 

p u r p o s e s , what w o u l d need t o be done t o c r e a t e 

j u s t a new p o o l e q u a l t o t h e u n i t b o u n d a r y , and 

c o n t r a c t t h e o t h e r two p o o l s . I t ' s w h a t e v e r you 

des i r e . 

FURTHER EXAMINATION 

BY MR. STOVALL: 

Q. Okay. L e t ' s move i n t o t h e EOR q u e s t i o n 

a r e a a g a i n . The f i r s t q u e s t i o n I'm g o i n g t o ask 

yo u , t h e g e o l o g i s t t e s t i f i e d t h a t t h e r e ' s s t i l l 
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some p r i m a r y r e c o v e r y p o s s i b l e , w o u l d you agree? 

A. One o f t h e e x h i b i t s I showed a l r e a d y , 

and I'm n o t s u r e you were h e r e when I p r e s e n t e d 

i t , had t o do w i t h a f o r e c a s t . The r e m a i n i n g 

p r i m a r y under c u r r e n t s p a c i n g and under c u r r e n t 

c o m p l e t i o n i n t e r v a l i s ab o u t a m i l l i o n b a r r e l s . 

I t h i n k what Mr. A l t u m was r e f e r r i n g 

t o , and I r e f e r r e d t o t h i s a l r e a d y , when we go t o 

c l o s e r s p a c i n g , we e x p e c t t o e n c o u n t e r zones t h a t 

have n o t been opened due t o t h e h e t e r o g e n e i t y o f 

t h e r e s e r v o i r . T h a t ' s t h e p r i m a r y t h a t he was 

r e f e r r i n g t o when he s a i d t h e r e was r e m a i n i n g 

p r i m a r y l e f t , b u t t h a t assumes a s e c o n d a r y i n f i l l 

d r i l l i n g p r o g r a m . 

Under t h e e x i s t i n g c o n d i t i o n s , v e r y 

l i t t l e r e m a i n i n g p r i m a r y i s l e f t t o r e c o v e r . 

Q. Then, i n y o u r e n g i n e e r i n g e x p e r t i s e , i s 

i t y o u r o p i n i o n o r do I u n d e r s t a n d c o r r e c t l y t h a t 

i t i s n o t p r e m a t u r e a t t h i s t i m e t o commence 

enhanced o i l r e c o v e r y o p e r a t i o n s ? 

A. I t i s n o t p r e m a t u r e a t t h i s p o i n t i n 

t i m e , a t so l a t e a s t a g e i n t h e p r i m a r y l i f e o f 

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

I n d e e d , i t i s l a t e . 

Q. And i n f a c t , i n some c a s e s , i t makes 
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sense t o i n i t i a t e s e c o n d a r y o p e r a t i o n s 

p r i o r — e v e n e a r l i e r i n t h e l i f e o f p r i m a r y , i s 

t h a t what y o u ' r e s a y i n g ? 

A. Recovery t e n d s t o go up t h e sooner t h a t 

you b e g i n y o u r s e c o n d a r y o p e r a t i o n s r e l a t i v e t o 

when you d i s c o v e r t h e f i e l d . I t h i n k t h e most 

o u t s t a n d i n g case I can t h i n k o f r i g h t now, t h a t 

comes t o my mind, i s an o i l s l o p e . They c o n d u c t 

s e c o n d a r y o p e r a t i o n s a l m o s t i m m e d i a t e l y a f t e r 

f i n d i n g t h e f i e l d . And t h a t ' s t h e p r o p e r way t o 

c o n d u c t s e c o n d a r y o p e r a t i o n s . 

We're n o t p r e m a t u r e a t a l l , by w a i t i n g 

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

Q. I t h i n k t h a t ' s t h e r e q u i r e m e n t o f t h e 

Enhanced O i l Recovery A c t , i s t h a t i t n o t be 

p r e m a t u r e ? I t does n o t r e q u i r e p r i m a r y t o be 

d e p l e t e d ; o n l y t h a t s e c o n d a r y n o t be p r e m a t u r e . 

Now, t h e o t h e r c o n c e r n you've g o t , as I 

u n d e r s t a n d , you do n o t want t h i s p r o j e c t 

c e r t i f i e d t o T a x a t i o n and Revenue D e p a r t m e n t 

b e f o r e you have t h e c h a n c e - - a c t u a 1 l y have t h e 

o p p o r t u n i t y t o do y o u r i n j e c t i v i t y t e s t i n g , 

c o n s t r u c t y o u r f a c i l i t i e s and commence 

o p e r a t i o n s , because you want t h e f i v e y e a r s f r o m 

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

c r e d i t ? 

A. T h a t ' s c o r r e c t . We w o u l d l i k e t o have 

most o f t h a t t i m e a v a i l a b l e and n o t w a s t e d i n 

c o n s t r u c t i o n t i m e . We w o u l d l i k e i t c l o s e t o 

when we commence t r u e i n j e c t i o n . 

Q. I t ' s my i n t e r p r e t a t i o n t h a t t h e A c t 

says t h a t t h a t f i v e - y e a r t i m e frame i s f r o m t h e 

t i m e we c e r t i f y t h e p r o j e c t t o Tax & Rev, t h a t 

t h e a c t u a l a p p r o v a l o f t h e p r o j e c t , w h i c h i s 

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

our r u l e s , must o n l y o c c u r a f t e r , I t h i n k i t ' s 

t h e March 6 t h d a t e , w h a t e v e r d a t e y o u r w e l l 

p a s sed. 

A. R i g h t . 

Q. You w o u l d n o t o b j e c t t o h a v i n g t h i s 

p r o j e c t a p p r o v e d as b e i n g q u a l i f i e d f o r t h i s 

Enhanced O i l Recovery t a x c r e d i t , p r o v i d e d we 

d o n ' t c e r t i f y t h a t q u a l i f i c a t i o n t o T a x a t i o n o r 

d o n ' t s t a r t t h e c l o c k r u n n i n g u n t i l y o u ' r e r e a d y 

t o go? 

A. That i s c o r r e c t . You have our p l a n s 

down p r e c i s e l y . 

Q. Now, y o u ' r e f a m i l i a r enough w i t h t h e 

A c t , I assume, t o know t h a t i t r e q u i r e s u s, i n 
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a d d i t i o n t o c e r t i f y i n g t h e p r o j e c t , t o c e r t i f y 

t h e p r o j e c t a rea? 

A. T h a t ' s c o r r e c t , y e s . 

Q. And i t ' s y o u r i n t e n t t h a t t h e r e w o u l d 

be a two-phase, and we w o u l d p r o b a b l y l o o k a t 

Phase I as b e i n g t h e i n i t i a l p r o j e c t a r e a t o be 

c e r t i f i e d t o Tax & Rev and t h e n we can come back 

and e s t a b l i s h t h e second p r o j e c t a rea? 

A. T h a t ' s t h e l i k e l y s c e n a r i o , I t h i n k , 

c e r t i f y Phase I f i r s t . 

Q. As f a r as t h e d e v e l o p m e n t o f - - a n d l e t ' s 

t a l k a b o u t Phase I . I ' l l assume Phase I I w i l l 

n o t be p a r t o f t h e i n i t i a l p r o j e c t a r e a t h a t ' s 

c e r t i f i e d . I s i t y o u r i n t e n t , once you commence 

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

w e l l s , i s i t g o i n g t o be moving, say, n o r t h t o 

s o u t h , e a s t t o w e s t , s o u t h t o n o r t h , w h a t e v e r ? 

What i s t h e i n t e n t o f ARCO w i t h r e s p e c t t o how 

t h e d r i l l i n g w i l l be commenced and t h e 

c o n s t r u c t i o n o f t h e f a c i l i t i e s i n t h e area? 

A. The i n t e n t i s t o u t i l i z e a t w o - r i g 

p r o g r a m . I c a n ' t s t a n d b e f o r e you t o d a y and t e l l 

y ou we're g o i n g t o d r i l l t h i s w e l l f i r s t , and 

we're g o i n g t o move n o r t h / s o u t h , e a s t / w e s t . 

Q. I'm more c o n c e r n e d a b o u t , a r e you g o i n g 
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t o be moving up? For example, i f you s t a r t a t 

t h e s o u t h , a r e you g o i n g t o move s o u t h t o n o r t h , 

or n o r t h and s o u t h and move t o g e t h e r ? 

A. I w o u l d e n v i s i o n some s o r t o f p r o g r a m 

l i k e you j u s t p i c t u r e d ; e i t h e r i n t h e m i d d l e , 

w o r k i n g o u t , or i n t h e o u t s i d e w o r k i n g i n , w i t h 

two r i g s . I t i s t o our b e s t i n t e r e s t t o keep 

t h o s e moving c o s t s down, so we w o u l d move one 

l o c a t i o n a t a t i m e w i t h two r i g s , and t h a t c o u l d 

go e i t h e r way. 

Q. To g i v e you t h e f r a m e w o r k t o u n d e r s t a n d 

why I'm a s k i n g t h e s e q u e s t i o n s , under t h e 

p r o c e d u r e I j u s t d e s c r i b e d t o y o u , where we can 

ap p r o v e t h e p r o j e c t and i d e n t i f y t h e p r o j e c t a r e a 

w i t h i n an o r d e r and say t h i s p r o j e c t a r e a can 

q u a l i f y f o r t h e t a x c r e d i t , t h e n e x t t h i n g we 

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

w o u l d n o t i f y us when t h e p r o j e c t a c t u a l l y 

commences, and a t t h a t t i m e we w o u l d p r o v i d e t h e 

c e r t i f i c a t i o n . 

We w o u l d a n t i c i p a t e t h a t i f we were t o 

c e r t i f y t h e e n t i r e Phase I p r o j e c t a r e a a t t h a t 

t i m e , i t w o u l d r e q u i r e t h a t t h e r e be s u b s t a n t i a l 

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

I p r o j e c t a r e a or we w o u l d have t o c o n t r a c t t h a t 
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a r e a f o r l a t e r e x p a n s i o n . D i d you a n t i c i p a t e 

t h a t d e v e l o p m e n t w o u l d be such t h a t by t h e t i m e 

y o u ' r e r e a d y f o r us t o c e r t i f y t h e p r o j e c t t o Tax 

& Rev as an EOR p r o j e c t , t h a t you w o u l d have 

s u b s t a n t i a l d e v e l o p m e n t t h r o u g h o u t Phase I ? 

A. I t h i n k we p r o b a b l y w o u l d , g i v e n our 

pro g r a m and our t i m i n g . I t h i n k we w o u l d have a 

s u b s t a n t i a l p a r t o f Phase I e i t h e r u nder 

c o n s t r u c t i o n or a l r e a d y c o n s t r u c t e d and r e a d y t o 

go. 

Q. I mean, t h a t ' s t h e t h o u g h t . What c o u l d 

happen i s , we c o u l d c e r t i f y l e s s t h a n a l l o f 

Phase I , i f , say, you s t a r t e d a t t h e s o u t h and 

o n l y g o t up t o t h e n o r t h b e f o r e you were r e a d y t o 

s t a r t i n j e c t i n g i n t h e s o u t h . B u t , i f you s t a r t 

i n t h e c e n t e r o r s t a r t a t b o t h ends and work 

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

t h e w h ole Phase I a r e a t o Tax & Rev? 

A. I t h i n k t h a t w o u l d be one more 

i n c e n t i v e t o s t a r t e i t h e r a t t h e c e n t e r and work 

o u t , o r s t a r t a t one end or t h e o t h e r or b o t h 

s i d e s and work t o w a r d s t h e m i d d l e , f o r j u s t t h e 

r e a s o n s you've o u t l i n e d . 

Q. Th e r e ' s n e v e r been a p r o j e c t i n t h i s 

a r e a a p p r o v e d p r i o r t o t h i s t i m e , i s t h a t 
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c o r r e c t ? A s e c o n d a r y EOR p r o j e c t ? 

A. Not t h a t I'm aware o f . 

Q. Are you a b l e t o g i v e us an a c t u a l l e g a l 

d e s c r i p t i o n o f Phase I such t h a t we c o u l d use i t 

t o i d e n t i f y t h e Phase I p r o j e c t a rea? 

A . Yes, we c o u l d . 

MR. CARR: And a t t h e t i m e we w o u l d 

r e q u e s t t h a t you a c t u a l l y c e r t i f y , I t h i n k t h a t 

w o u l d be t h e t i m e t o i d e n t i f y i t by s e c t i o n , 

t o w n s h i p and r a n g e , t h e Phase I p o r t i o n o f t h e 

u n i t a r e a . 

MR. STOVALL: I t h i n k t h e way we've 

e n v i s i o n e d t h i s , Mr. C a r r , we w o u l d a c t u a l l y i n 

t h e o r d e r say, " T h i s i s Phase I , " w h i c h c o u l d be 

amended, b u t t h a t w o u l d n o t go t o Tax & Rev u n t i l 

you came back and r e q u e s t e d t h e c e r t i f i c a t i o n . 

I t h i n k we w o u l d l i k e t o have an i d e a 

of what t h o s e b o u n d a r i e s a r e a t t h e t i m e t h i s 

o r d e r i s w r i t t e n , u n d e r s t a n d i n g t h a t we w o u l d 

come back, i f n e c e s s a r y , and a d j u s t i t . 

MR. CARR: I f t h e r e was a need t o 

a d j u s t p r i o r t o c e r t i f i c a t i o n t o Tax & Rev, you 

w o u l d a n t i c i p a t e t h a t c o u l d be a c c o m p l i s h e d ? 

MR. STOVALL: C o r r e c t . I d o n ' t b e l i e v e 

t h e e x h i b i t I'm l o o k i n g a t , what i s t h a t , "4" on 
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t h e w a l l t h a t shows t h e phase d r i l l i n g program? 

MR. CARR: T h a t ' s E x h i b i t 18. 

MR. STOVALL: I w o u l d n o t want t o t r y 

and d e f i n e t h a t a r e a f r o m t h a t map, b u t I see t h e 

b o u n d a r i e s o f what you a n t i c i p a t e t o be t h e 

phase. A g a i n , s i n c e t h e EOR b i l l i s new, we're 

f l e s h i n g t h i n g s o u t a l i t t l e b i t as we go a l o n g , 

b u t t h e D i v i s i o n ' s i n t e n t a t t h i s t i m e i s t o 

m i n i m i z e t h e a d m i n i s t r a t i v e b u r d e n on t h e 

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

p r o v i s i o n s o f t h e A c t . 

As f a r as t h e c o n c e r n o f t h e a r e a , we 

d o n ' t want t o c e r t i f y an a r e a l a r g e r t h a n t h a t 

w h i c h you've a c t u a l l y c o n d u c t e d o p e r a t i o n s and 

a r e , a c t u a l l y , c o n d u c t i n g s e c o n d a r y r e c o v e r y 

o p e r a t i o n s . B u t , on t h e o t h e r hand, we d o n ' t 

want t o make you come back h e r e e v e r y t i m e you do 

s o m e t h i n g d i f f e r e n t u n d e r t h e t h i n g . 

So t h a t ' s t h e i n t e n t , and I t h i n k , Mr. 

Car r i f , a f t e r we f i n i s h , we can l o o k a t t h i s 

t h i n g and r e v i e w j u s t e x a c t l y how we're g o i n g 

t o - -

MR. CARR: And w e ' l l s u p p l y you w i t h a 

d e s c r i p t i o n o f t h e Phase I p o r t i o n o f t h i s u n i t . 

MR. STOVALL: N o t h i n g f u r t h e r on t h a t . 
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EXAMINER CATANACH: I have n o t h i n g 

f u r t h e r o f t h e w i t n e s s . He may be ex c u s e d . 

MR. CARR: I have two o t h e r t h i n g s I 

need t o do b e f o r e we c o n c l u d e . I have b r i e f c a s e s 

f u l l o f r e t u r n r e c e i p t s I w o u l d be happy t o l e a v e 

w i t h y o u , i f you w o u l d l i k e . T h a t ' s up t o you. 

MR. STOVALL: You d o n ' t happen t o 

h a v e — w e have, i n t h e p a s t , had a d a t a base t h a t 

shows j u s t t h e r e t u r n r e c e i p t c e r t i f i e d number 

r a t h e r t h a n a c t u a l l y h a v i n g t h e c a r d s . Do you 

have t h a t s y s t e m p r e p a r e d ? 

MR. PYLE: I can g e t t h a t f o r you. I 

d o n ' t have t h a t w i t h me. We have a l o g f r o m t h e 

p o s t o f f i c e f r o m our m a i l i n g . 

MR. CARR: The a c t u a l n o t i c e m a i l i n g 

was n o t done by my o f f i c e . We do n o t have a l o g 

t h a t shows by number. We have i n d i v i d u a l 

l e t t e r s , l i s t s , and a t t a c h e d t o t h e l e t t e r s t h e 

m a i l i n g n o t i c e and t h e r e t u r n r e c e i p t f o r t h e 

r e t u r n e d e n v e l o p e . 

MR. STOVALL: I ' l l l e a v e i t up t o y o u r 

d i s c r e t i o n w h e t h e r you want t o s u b m i t s o m e t h i n g 

t h a t shows us e v i d e n c e o f r e c e i p t o r t h e r e t u r n 

c a r d s t h e m s e l v e s . 

MR. CARR: We b e l i e v e e v e r y o n e i s g o i n g 
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t o b e n e f i t i n t h i s . I t ' s n o t l i k e c h a n g i n g 

s p a c i n g r u l e s . We've g i v e n you a l i s t o f 

e v e r y o n e we've n o t i f i e d by a f f i d a v i t , and I d o n ' t 

mind k e e p i n g t h e r e c e i p t s m y s e l f . 

MR. STOVALL: Keep them f o r a p e r i o d o f 

t i m e a f t e r w a r d s . 

MR. CARR: The l a s t t h i n g i s , we have 

p r e p a r e d p r o p o s e d o r d e r s i n each o f t h e s e cases 

f o r y o u r c o n s i d e r a t i o n , and I ' l l a l s o p r o v i d e a 

f l o p p y d i s k f r o m w h i c h t h e s e o r d e r s can be 

p r i n t e d . We hope t o have t h e u n i t i n e f f e c t t h e 

f i r s t o f November, and we w i l l do a n y t h i n g we can 

t o a s s i s t you i n g e t t i n g t h e s e o r d e r s o u t . 

MR. STOVALL: When you say t h e f i r s t o f 

November, i s t h a t t h e t i m e you e x p e c t t o g e t t h e 

r a t i f i c a t i o n s a f t e r t h e o r d e r i s i s s u e d ? 

MR. CARR: We're h o p e f u l t h a t we can 

have a r a t i f i e d u n i t by t h a t d a t e . 

MR. STOVALL: A m b i t i o u s , a r e n ' t y o u . 

Mr. P y l e has h i s work c u t o u t f o r him. W i t h 

r e s p e c t t o t h e p o o l , I assume y o u r p r o p o s e d p o o l 

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

b o u n d a r i e s ? 

MR. CARR: No, i t d o e s n ' t . I t a d d r e s s 

our a p p l i c a t i o n . 
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MR. STOVALL: Second t h i n g i s — I assume 

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

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

MR. CARR: I t does t h a t . 

MR. STOVALL: But i t does n o t a d d r e s s 

t h e p o s s i b i l i t y o f s p e c i a l p o o l r u l e s w h i c h w o u l d 

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

MR. CARR: I t does n o t , and we assume 

you w o u l d make t h o s e changes i n t h e p r o p o s e d 

o r d e r . We have n o t h i n g f u r t h e r i n t h i s case and 

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

EXAMINER CATANACH: There b e i n g n o t h i n g 

f u r t h e r i n t h e s e c a s e s , Cases 10552, 53 and 54 

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

MR. CARR: Thank you. 

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

. . h ( s r e b y certify that the foregoing Is 

the Examlner^ear^^ise 

Examiner 
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