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1 (1:32 p.m.) 

2 EXAMINER BROOKS: C a l l Case Number 14964, 

3 a p p l i c a t i o n of ConocoPhillips Company f o r 

4 r e a u t h o r i z a t i o n of the Vacuum G l o r i e t a East Unit 

5 Waterflood Project and t o q u a l i f y s a i d p r o j e c t f o r the 

6 recovered o i l tax r a t e pursuant t o New Mexico Enhanced 

7 O i l Recovery Act, Lea County, New Mexico. 

8 Appearances? 

9 MR. RANKIN: Good morning, Mr. Examiner. 

10 Adam Rankin on behalf of ConocoPhillips. With me today 

11 i s J e f f Kendell, of Holland & Hart. 

12 MS. MUNDS-DRY: Good afternoon. Ocean 

13 Munds-Dry w i t h COG Operating, LLC. 

14 I have no witnesses. 

15 MR. RANKIN: Mr. Examiner, we have three 

16 witnesses today. 

17 EXAMINER BROOKS: Witnesses please stand 

18 and i d e n t i f y yourselves. 

19 MR. RANKIN: Mr. Simon Choi of 

20 ConocoPhillips Company; Mr. Tom Scarbrough of 

21 ConocoPhillips; and Mr. Doug Pecore. 

22 EXAMINER BROOKS: W i l l you swear the 

23 witnesses? 

24 (Mr. Choi, Mr. Scarbrough and Mr. Pecore 

25 sworn.) 
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MR. KENDALL: Mr. Examiner, we'd l i k e t o 

2 c a l l Mr . Tom Scarbrough as our f i r s t witness. 

3 EXAMINER EZEANYIM: What i s your name? 

4 MR. KENDALL: J e f f r e y Kendall, s i r . 

5 (Discussion o f f the record.) 

6 TOM SCARBROUGH, 

7 

8 

a f t e r having been p r e v i o u s l y sworn under oath, was 

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

9 DIRECT EXAMINATION 

10 BY MR. KENDALL: 

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

12 record? 

13 A. My name i s Tom Scarbrough. 

14 Q. By whom are you employed? 

15 A. ConocoPhillips Company. 

16 Q. And where do you reside? 

17 A. In Houston, Texas. 

18 Q. And what i s your current p o s i t i o n w i t h Conoco? 

19 A. I'm a s t a f f landman w i t h ConocoPhillips. 

20 Q- How long have you been employed there? 

21 A. With ConocoPhillips, 22 years, s i r . 

22 Q. Now, have you p r e v i o u s l y t e s t i f i e d before the 

23 O i l Conservation D i v i s i o n ? 

24 A. Yes, I have. 

25 Q. And have your c r e d e n t i a l s as an expert 

PAUL BACA PROFESSIONAL COURT REPORTERS 
0f29e04c-e5ec-4eac-b4cd-c1eb597c5da6 



Page 6 
1 petroleum landman been accepted as a matter of record by j 

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

3 A. Yes, they have. 

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

5 ConocoPhillips i n t h i s case? 

6 A. Yes, I am. 

7 Q. How long has your work r e l a t e d t o t h i s Vacuum 

8 G l o r i e t a East Unit? 

9 A. For s i x years now. 

10 Q. And have you prepared e x h i b i t s f o r p r e s e n t a t i o n 

11 at today's hearing? 

12 A. Yes, I have. 

13 MR. KENDALL: Mr. Examiner, I ' d l i k e t o 

14 tender Mr. Scarbrough as an expert petroleum landman. 

15 MS. MUNDS-DRY: No o b j e c t i o n . 

16 EXAMINER BROOKS: So q u a l i f i e d . 

17 Q. (BY MR. KENDALL) Mr. Scarbrough, w i l l you 

18 please b r i e f l y s t a t e what ConocoPhillips seeks i n t h i s 

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

2 0 A. ConocoPhillips i s seeking f i v e t h i n g s w i t h t h i s 

21 a p p l i c a t i o n : F i r s t , a r e a u t h o r i z a t i o n of the Vacuum 

22 G l o r i e t a East Waterflood P r o j e c t , which would supersede 

23 a l l previous orders r e l a t i n g t o the i n j e c t i o n and 

24 w a t e r f l o o d operations i n t h i s u n i t . 

25 Secondly, we are seeking i n j e c t i o n 
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1 a u t h o r i z a t i o n r e t r o a c t i v e t o the f i r s t i n j e c t i o n f o r 11 

2 i n j e c t i o n w e l l s w i t h i n the U n i t i z e d Formation of the 

3 Vacuum G l o r i e t a East U n i t . Seven of the i n j e c t i o n w e l l s 

4 are c u r r e n t l y i n serv i c e , and there are four w e l l s t h a t 

5 have r e c e n t l y been d r i l l e d t h a t we w i l l be seeking 

6 a u t h o r i z a t i o n t o i n j e c t i n t o . 

7 The t h i r d t h i n g t h a t ConocoPhillips i s 

8 seeking i s the p r o v i s i o n t h a t the i n j e c t i o n packers and 

9 a l l f u t u r e i n j e c t i o n w e l l s i n the waterflo o d be set as 

10 close as p r a c t i c a l t o the current i n j e c t i o n w e l l s -- I'm 

11 s o r r y -- as close as p r a c t i c a l t o the uppermost 

12 i n j e c t i o n p e r f o r a t i o n s , or the casing shoe w i t h i n the 

13 U n i t i z e d Formation. 

14 The f o u r t h t h i n g i s exception from the 

15 hearing requirements f o r the d r i l l i n g or conversion of 

16 the a d d i t i o n a l w e l l s f o r i n j e c t i o n i n t o the u n i t . 

17 And the f i f t h item t h a t we are seeking i s 

18 q u a l i f i c a t i o n f o r the recovery o i l tax r a t e f o r enhanced 

19 o i l recovery pursuant t o New Mexico Enhanced O i l 

20 Recovery Act. 

21 Q. Mr. Scarbrough, i n t h i s case, what i s the 

22 U n i t i z e d Formation you j u s t r e f e r r e d to? 

23 A. The U n i t i z e d Formation i s the G l o r i e t a 

24 Formation. You can see on the e x h i b i t t h a t I prepared, 

25 the area o u t l i n e d i n blue i s the geographic extent of 
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1 the Vacuum G l o r i e t a East Unit f o r the G l o r i e t a 

2 Formation. The d e f i n i t i o n of the U n i t i z e d Formation f o r 

3 the Vacuum G l o r i e t a Unit a c t u a l l y comes from Order 

4 R-10017, which was approved i n November of 1993, and 

5 i t 1 s defined as "the s t r a t i g r a p h i c equivalent between 

6 the top of the G l o r i e t a Formation and the base of the 

7 Paddock Formation," w i t h the Vacuum G l o r i e t a Pool w i t h i n 

8 the u n i t boundaries. 

9 Q. And, Mr. Scarbrough, i s t h i s u n i t under a 

10 v o l u n t a r y u n i t agreement? 

11 A. I t i s a v o l u n t a r y u n i t agreement under Order 

12 10017. 

13 Q. And what i s the stat u s of the land on which the 

14 proposed i n j e c t i o n would occur? 

15 A. A l l of the acreage i n the Vacuum G l o r i e t a East 

16 Unit i s s t a t e land. 

17 Q. Now, i s t h i s an expansion of an e x i s t i n g 

18 p r o j e c t ? 

19 A. Well, i t ' s a c t u a l l y a r e a u t h o r i z a t i o n of the 

20 w a t e r f l o o d -- I'm so r r y -- wa t e r f l o o d p r o j e c t t h a t 

21 expires under i t s own terms according t o the D i v i s i o n 

22 r u l e s . We are seeking a u t h o r i z a t i o n f o r the seven 

23 e x i s t i n g i n j e c t i o n w e l l s , and f o r the fou r new w e l l s , we 

24 are seeking approval f o r i n j e c t i o n . 

25 Even though we're seeking r e a u t h o r i z a t i o n 
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1 of the w a t e r f l o o d p o r t i o n of t h i s , i t ' s a c t u a l l y new. 

2 I t ' s not the same w a t e r f l o o d p r o j e c t we had approved 

3 back i n 1993. The d i f f e r e n c e i s , we're seeking 

4 d i f f e r e n t c o n d i t i o n s r e l a t i v e t o the packer s e t t i n g s and 

5 hearing requirements. 

6 Q. Mr. Scarbrough, why i s r e a u t h o r i z a t i o n needed 

7 here? 

8 A. Well, the o r i g i n a l w a t e r f l o o d order has 

9 expired. I t was approved by Order 10020, dated November 

10 23, 1993. Of course t h a t a u t h o r i z a t i o n has expired. 

11 ConocoPhillips has, i n f a c t , been i n j e c t i n g i n the seven 

12 w e l l s since September of 2005 and has operated the VGEU 

13 as a w a t e r f l o o d since t h a t time. 

14 Q. W i l l somebody be e x p l a i n i n g the h i s t o r y of the 

15 u n i t t o that? 

16 A. Yes. ConocoPhillips' Senior Reservoir 

17 Engineer, Doug Pecore, w i l l go i n t o t h a t i n f u r t h e r 

18 d e t a i l . 

19 Q. What are the three main th i n g s t h i s 

20 r e a u t h o r i z a t i o n w i l l accomplish? 

21 A. Well, number one, we want t o supersede a l l 

2 2 previous orders r e l a t e d t o the i n j e c t i o n w a t e r f l o o d 

23 operations i n the u n i t ; number two, allow f o r the 

24 establishment of uniform requirements throughout the 

25 f i e l d ; and number three, t o provide a uniform baseline 
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1 f o r f u t u r e w a t e r f l o o d expansion, which would r e s u l t i n 

2 recovery of unrecoverable o i l and thereby preventing 

3 waste and p r o t e c t i n g c o r r e l a t i v e r i g h t s . 

4 Q. Now, Mr. Scarbrough, w i l l you t u r n back t o the 

5 u n i t map, which i s marked as E x h i b i t 1, and review i t 

6 f o r the Hearing Examiners, please? 

7 A. This map, again i t shows the boundaries of the 

8 Vacuum G l o r i e t a East U n i t . That i s designated by the 

9 blue shading. The u n i t i s a l i t t l e over 4,300 acres. 

10 There are 68 producing w e l l s i n the u n i t . There are 11 

11 i n j e c t o r s . As I mentioned before, seven are c u r r e n t l y 

12 i n service and the fou r newly d r i l l e d w e l l s are going t o 

13 be proposed as i n j e c t i o n w e l l s . 

14 Q. I n t h i s case, Mr. Scarbrough, t o whom has 

15 n o t i c e of t h i s a p p l i c a t i o n been provided? 

16 A. We've provided n o t i c e t o a l l of the working 

17 i n t e r e s t owners w i t h i n the Vacuum G l o r i e t a East U n i t ; 

18 also t o the o f f s e t operators of any G l o r i e t a producing 

19 w e l l s w i t h i n a one-half mile radius of the u n i t 

20 boundary; also t o o f f s e t leasehold owners w i t h i n a 

21 one-half mile radius of the u n i t boundary; and also t o 

22 the State Land O f f i c e as the surface owner. 

23 Q. Now, Mr. Scarbrough, w i l l you t u r n t o what i s 

24 marked as ConocoPhillips E x h i b i t 2, please? I t w i l l be 

25 the f i r s t packet there. Are you w i t h me? So does 
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2 contain an a f f i d a v i t prepared by my law f i r m 

2 t h a t n o t i c e of t h i s hearing was provided t o a f f e c t e d 

3 p a r t i e s you i d e n t i f i e d i n accordance w i t h D i v i s i o n 

4 rules? 

5 A. Yes, i t does. 

6 Q. And does E x h i b i t 2 contain sample l e t t e r s t h a t 

7 were sent t o the a f f e c t e d p a r t i e s ? 

8 A. Yes . 

9 Q. Does E x h i b i t 2 also contain a l i s t of the 

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

11 A. Yes, i t does. 

12 Q. Does E x h i b i t 2 co n t a i n signed c e r t i f i e d mail 

13 r e c e i p t s received? 

14 A. Yes . 

15 Q. Mr. Scarbrough, were there any returns? 

16 A. There were several returned l e t t e r s , i n c l u d i n g 

17 one from Chevron, who i s the o f f s e t operator i n the 

18 Vacuum G l o r i e t a West U n i t . That was a s u r p r i s e t o us. 

19 We've had m u l t i p l e conversations w i t h them, and we work 

20 w i t h them r e g u l a r l y . And so we d i d receive'-- t h e i r 

21 n o t i c e l e t t e r was returned t o us. 

22 Q. Mr. Scarbrough, f o r the Examiners, w i l l you 

23 e x p l a i n the process f o r o b t a i n i n g the m a i l i n g addresses 

24 t h a t were used? 

25 A. Yes. We h i r e d a t h i r d - p a r t y c o n s u l t i n g land 
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1 company t o research and v e r i f y the o f f s e t operators and 

2 o f f s e t leasehold owners through the records of the State 

3 Land O f f i c e , again a l l the acreage i n the Vacuum 

4 G l o r i e t a Unit and surrounding State of New Mexico lands. 

5 The no t i c e s were provided i n accordance w i t h the 

6 addresses which were of record i n the State Land O f f i c e . 

7 Q. Mr. Scarbrough, w i l l you e x p l a i n i n greater 

8 d e t a i l the communication w i t h Chevron, p a r t i c u l a r l y the 

9 communication w i t h Mr. Lee Ivanhoe, the r e s e r v o i r 

10 engineer w i t h Chevron i n the Vacuum? 

11 A. Yes. Upon n o t i c e t h a t t h e i r l e t t e r had been 

12 returned, our ConocoPhillips r e s e r v o i r engineer spoke 

13 w i t h Mr. Lee Ivanhoe, who i s a r e s e r v o i r engineer f o r 

14 Chevron. He works the Vacuum f i e l d . Mr. Ivanhoe 

15 s t a t e d , i n response t o an e-mail, t h a t Chevron has no 

16 o b j e c t i o n t o t h i s a p p l i c a t i o n ; i n f a c t , i t supports 

17 ConocoPhillips 1 e f f o r t s f o r r e a u t h o r i z a t i o n of the 

18 Vacuum G l o r i e t a East u n i t . 

19 Q. Were E x h i b i t s 1 and 2 prepared by you or 

20 compiled under your supervision? 

21 A. Yes, they were. 

22 MR. KENDALL: I move f o r admission i n t o 

23 evidence ConocoPhillips E x h i b i t s 1 and 2. 

24 MS. MUNDS-DRY: I have no o b j e c t i o n , 

25 Mr. Brooks. 
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1 Ask i f I may get, from Mr. Kendall or 

2 Mr. Rankin, a copy of E x h i b i t 1. 

3 EXAMINER BROOKS: E x h i b i t s 1 and 2 w i l l be 

4 admitted. 

5 MR. KENDALL: Pass the witness. 

6 MS. MUNDS-DRY: I have no questions f o r 

7 Mr. Scarbrough. 

8 (ConocoPhi11ips E x h i b i t Numbers 1 and 2 

9 were o f f e r e d and admitted i n t o evidence.) 

10 CROSS-EXAMINATION 

11 BY EXAMINER BROOKS: 

12 Q. You have another witness t h a t ' s going t o t e l l 

13 us about the h i s t o r y of t h i s , r i g h t ? 

14 A. Yes, s i r . 

15 Q. I t concerns me t h a t -- i t sounds l i k e you're 

16 operating these w e l l s without permits at present. I s 

17 t h a t a c o r r e c t c h a r a c t e r i z a t i o n ? 

18 A. As t o the seven, I would say yes. 

19 Q. That's k i n d of what I thought. 

20 EXAMINER BROOKS: I don't have any f u r t h e r 

21 questions. 

22 Mr. Ezeanyim? 

23 CROSS-EXAMINATION 

24 BY EXAMINER EZEANYIM: 

25 Q. I t h i n k t h a t ' s important as w e l l , because t h i s 
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1 a p p l i c a t i o n was approved by Order, as you said -- l e t me 

2 get the order number -- 10020 i n 1993 or something. 

3 Okay? I n 1993, t h i s order was issued. Did you ever 

4 operate t h a t u n i t since you got t h i s order? Did you? 

5 A. ConocoPhillips d i d operate the u n i t , yes. 

6 Q. From what time t o what time? 

7 A. From the i n i t i a l i n c e p t i o n of the u n i t u n t i l 

8 current day. 

9 Q. Okay. Now, when d i d the operation or i n j e c t i o n 

10 stop here, or are you s t i l l i n j e c t i n g ? 

11 MR. RANKIN: Mr. Ezeanyim, the next witness 

12 w i l l go i n t o great d e t a i l on the h i s t o r y of the 

13 a u t h o r i z a t i o n of these i n j e c t i o n w e l l s , so I t h i n k your 

14 questions may be b e t t e r addressed by him. 

15 EXAMINER EZEANYIM: Yeah, t h a t might be 

16 b e t t e r . Okay. 

17 You are land, r i g h t ? 

18 THE WITNESS: Yes, s i r . 

19 EXAMINER EZEANYIM: Let's defer t h a t t o 

20 someone who can answer t h a t question. We can ask t h a t 

21 question because they are very important. 

22 CONTINUED CROSS-EXAMINATION 

23 BY EXAMINER EZEANYIM: 

24 Q. On land issues, now what -- what are you doing 

25 w i t h the v e r t i c a l extent [ s i c ] of t h i s u n i t ? The 
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1 v e r t i c a l u n i t , i s t h a t from the top of the - - the 

2 Paddock? 

3 A. Yes, s i r . 

4 Q. Well, you are not going t o request packer? You 

5 t a l k e d about s e t t i n g packers, and you t o want set 

6 packers. Where do you want them t o be set? 

7 And I want you t o t a l k about why you want 

8 t h i s r e a u t h o r i z a t i o n a f t e r i t appears t h a t you v i o l a t e d 

9 t h a t order and continued i n j e c t i o n . Why do you want t o 

10 reau t h o r i z e t h i s permit now? I s i t because i t i s 

11 expired? I don't see any e x p i r a t i o n on t h i s order. Why 

12 are you t r y i n g t o re a u t h o r i z e i t ? 

13 A. Well, i t was r e a l i z e d r e c e n t l y t h a t the order 

14 had expired even though we had subsequently been -- been 

15 i n j e c t i n g i n t o the seven w e l l s . As I said, we now have 

16 f o u r a d d i t i o n a l w e l l s t h a t we would l i k e t o i n j e c t i n t o . 

17 And so c e r t a i n l y one of the purposes of t h i s discussion 

18 i s t o b a s i c a l l y get an order reauthorized and b r i n g a l l 

19 of these w e l l s back i n t o f u l l compliance. 

2 0 Q. I d i d n ' t know i t expired. I don't see any 

21 e x p i r a t i o n date here. There i s no e x p i r a t i o n date on 

22 t h i s order. 

23 MR. RANKIN: Mr. Ezeanyim, I t h i n k we w i l l 

24 e x p l a i n the h i s t o r y and how i t came t o be t h a t i t was 

25 understood t h a t the i n j e c t i o n a u t h o r i z a t i o n f o r the 
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1 w a t e r f l o o d had expired. 

2 EXAMINER EZEANYIM: Okay. Because I 

3 looked, and I don't see anything on the i n j e c t i o n , when 

4 i t expired. I t ' s not the issue, but I want t o know why 

5 you want t o reauthorize i t . 

6 Q. (BY EXAMINER EZEANYIM) You mentioned three 

7 t h i n g s why you want t o rea u t h o r i z e t h i s i n j e c t i o n . 

8 A. Right. Right. Well, again, we want t o get 

9 i n t o f u l l compliance. We're seeking an order t h a t would 

10 supersede any previous orders r e l a t i n g t o i n j e c t i o n and 

11 w a t e r f l o o d operations i n t h i s u n i t . The second p o i n t i s 

12 the establishment of uniform requirements throughout the 

13 f i e l d s of i n j e c t i o n , and the t h i r d would be t o provide 

14 uniform baseline f o r f u t u r e w a t e r f l o o d expansion i n the 

15 u n i t . 

16 Q. Well, I see a l o t more questions, but we can 

17 explore them as we go. Okay. I t h i n k t h a t ' s a l l I have 

18 f o r you. Maybe you'11 be r e c a l l e d i f something comes up 

19 about land. Thank you. 

20 EXAMINER BROOKS: I have no questions. 

21 No f u r t h e r questions? 

22 MR. RANKIN: No f u r t h e r questions. 

23 EXAMINER BROOKS: The witness may stand 

24 down. 

25 C a l l your next witness. 
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1 MR. RANKIN: Mr. Examiner, I'd c a l l our 

2 next witness, Mr. Doug Pecore, r e s e r v o i r engineer of 

3 ConocoPhillips. Mr. Pecore has prepared a pr e s e n t a t i o n 

4 which he w i l l be r e f e r r i n g t o durin g h i s testimony. 

5 EXAMINER BROOKS: What was t h a t name? 

6 MR. RANKIN: Pecore, P-E-C-O-R-E. 

7 EXAMINER BROOKS: Okay. Thank you. 

8 DOUGLAS W. PECORE, 

9 a f t e r having been p r e v i o u s l y sworn under oath, was 

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

11 DIRECT EXAMINATION 

12 BY MR. RANKIN: 

13 Q. Mr. Pecore, can you please s t a t e your name and 

14 s p e l l i t f o r the record? 

15 A. Douglas W i l k i n Pecore, P-E-C-O-R-E. 

16 Q. By whom are you employed? 

17 A. ConocoPhillips. 

18 Q. And where do you reside? 

19 A. I n Houston, Texas. 

20 Q. What i s your current p o s i t i o n w i t h Conoco? 

21 A. I am a s t a f f r e s e r v o i r engineer f o r the Vacuum 

22 f i e l d s , Conoco-operated Vacuum f i e l d s . 

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

24 D i v i s i o n ? 

25 A. I have not. 
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Q. Can you please b r i e f l y summarize your education 

2 and work experience as a r e s e r v o i r engineer? 

3 A. Abso l u t e l y . I have -- w e l l , 1 111 s t a r t w i t h 

4 the education. I have a Bachelor of Science i n 

5 Petroleum Engineering from New Mexico Tech i n Socorro. 

6 I have a Master's i n Petroleum Engineering from 

7 Texas A&M, and I have an MBA from Texas A&M as w e l l . 

8 Work experience i s 17 years, o v e r a l l , i n 

9 the energy i n d u s t r y , 12 of those as a petroleum 

10 engineer, a l l f o r ConocoPhillips, and two years' 

11 experience w i t h the Vacuum assets, s p e c i f i c a l l y . 

12 Q. And what are your r e s p o n s i b i l i t i e s , g e n e r a l l y , 

13 w i t h the Vacuum area? 

14 A. P r i m a r i l y managing the reserves, budgets, 

15 c o n s t r u c t i n g and executing the development plans and 

16 e x p l o i t a t i o n of the reserves. 

17 Q. And you are f a m i l i a r w i t h the a p p l i c a t i o n t h a t 

18 was f i l e d i n t h i s case and the C-108 t h a t was prepared? 

19 A. Yes, I am. 

20 Q. And d i d you oversee the pr e p a r a t i o n of the 

21 C-108? 

22 A. Yes, I d i d . 

23 Q. And have you also prepared e x h i b i t s as w e l l , i n 

24 a d d i t i o n , f o r p r e s e n t a t i o n at today's hearing? 

25 A. I have. 
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1 MR. RANKIN: Mr. Examiner, I would l i k e t o 

2 tender Mr. Pecore as an expert r e s e r v o i r engineer. 

3 MS. MUNDS-DRY: No o b j e c t i o n . 

4 EXAMINER BROOKS: So q u a l i f i e d . 

5 Q. (BY MR. RANKIN) Mr. Pecore, can you please t u r n 

6 t o what's been marked as E x h i b i t Number 3? And on the 

7 s l i d e , f o r purposes of the Examiners, t e l l us a l i t t l e 

8 b i t about the Vacuum G l o r i e t a East U n i t . 

9 A. So these e x h i b i t s i n your paper copy are going 

10 t o f o l l o w the p r e s e n t a t i o n . 

11 On the upper, l e f t - h a n d corner, we have a 

12 geologic s e t t i n g map of the o v e r a l l Permian Basin 

13 h i g h l i g h t i n g some of the s t r u c t u r a l f e a t u r e s . The 

14 Vacuum f i e l d i s located, as you can see, on the s h e l f 

15 margin of the Northwest Shelf, where the s t a r i s here 

16 ( i n d i c a t i n g ) . And t o the l e f t of t h a t i s a s t r a t column 

17 i n d i c a t i n g the G l o r i e t a and the Paddock Formation. Here 

18 shaded i n blue and o u t l i n e d i n red, t h i s i s the U n i t i z e d 

19 Formation t h a t we are discussing today f o r the Vacuum 

20 G l o r i e t a East U n i t . These are a l l Permian-age rocks, 

21 and we've been operating the u n i t , as Mr. Scarbrough 

2 2 said, since the u n i t was conceived. 

23 On the right-hand side i s a p l o t of the 

24 r a t e time h i s t o r y of the production f o r the u n i t d a t i n g 

25 a l l the way back t o f i e l d discovery. The green l i n e i s 
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1 o i l production i n b a r r e l s per day. The red l i n e curve 

2 i s the gas production MCF per day, and the blue l i n e i s 

3 water production and b a r r e l s of water per day. 

4 And you can see t h a t as the f i e l d was 

5 discovered and developed, o i l production ramped up, and 

6 then went on the d e c l i n e , which i s very common f o r 

7 d e p l e t i o n d r i v e r e s e r v o i r s of Permian age. We d i d 

8 i n s t i t u t e an i n f i l l d r i l l i n g program i n 2005, 2006, 

9 which added q u i t e a b i t of d a i l y production. We also 

10 began -- i n 2011, put on an a d d i t i o n a l s i x w e l l s on 

11 i n j e c t i o n and r e a c t i v a t e d some o l d wellbores, TA and PA 

12 wellbores, t h a t added t h i s l i t t l e k i c k i n the end here, 

13 t h i s l i t t l e bump i n the l a s t two years. 

14 Current production i n VGEU today i s 980 

15 b a r r e l s of o i l per day, 250 MCFs of gas a day and 26,000 

16 b a r r e l s of water a day, t y p i c a l Permian high-water-cut 

17 r e s e r v o i r under d e p l e t i o n d r i v e . The current VGEU 

18 i n j e c t i o n r a t e i s j u s t under 10,000 b a r r e l s a day. 

19 Q. The next s l i d e , Mr. Pecore, i s more d e t a i l on 

20 some of the p r o p e r t i e s r e l a t i n g t o the VGEU; i s t h a t 

21 correct? 

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

23 Q. Can you give us a l i t t l e more d e t a i l b r i e f l y ? 

24 A. So we have 68 a c t i v e o i l and gas producers. We 

25 have 11 i n j e c t o r s . Seven of those 11 are a c t i v e . Four 
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1 were d r i l l e d i n December of 2012. They're w a i t i n g on 

2 permit. Unit ownership i s j ust below 3 5 percent f o r 

3 ConocoPhillips. XTO has about 65 percent, and a very, 

4 very small i n t e r e s t i s made up of two other partners. 

5 "Reservoir P r o p e r t i e s . " I'm not going t o 

6 read the e n t i r e l i s t , but the take-away from the 

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

8 pressure i s 2,200 pounds; bubble p o i n t i s 1,300. We are 

9 c u r r e n t l y operating below bubble p o i n t . So the current 

10 r e s e r v o i r pressure i s below 1,331. 

11 EXAMINER EZEANYIM: Do you know what i t is? 

12 THE WITNESS: Depletion. 

13 EXAMINER EZEANYIM: I mean, do you know 

14 what t h a t r e s e r v o i r pressure i s . 

15 THE WITNESS: Yes. I have a graphic t o 

16 show you what the r e s e r v o i r pressure i s . 

17 Q. (BY MR. RANKIN) Mr. Pecore, j u s t t o i n t e r j e c t , 

18 you mentioned t h a t you're w a i t i n g on a permit. The 

19 permit t h a t they're w a i t i n g on i s t h i s a u t h o r i z a t i o n t o 

20 i n j e c t ; i s t h a t correct? 

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

22 Q. And w e ' l l get t o an explanation of how t h a t 

23 came t o be s h o r t l y ; i s t h a t correct? 

24 A. Correct. 

2 5 Cumulative o i l production today i s j u s t 
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1 over 50 m i l l i o n b a r r e l s of o i l , 50 BCF of gas, 92.4 

2 m i l l i o n b a r r e l s of water. And so f a r , we have i n j e c t e d 

3 13 m i l l i o n b a r r e l s of water. J 

4 Q. On the next s l i d e , Mr. Pecore, i s a more j 
i 

5 d e t a i l e d h i s t o r y of the a u t h o r i z a t i o n and permit h i s t o r y j 

6 f o r the u n i t ; i s t h a t correct? j 

7 A. That's c o r r e c t . j 

8 Q. Can you b r i e f l y review f o r the Examiners the j 

9 h i s t o r y we're t a l k i n g about? 

10 A. Yes. So the f i e l d was discovered i n 1963, and 

11 i t was so named the Vacuum G l o r i e t a Pool. Even though 

12 i t included both the Glor,ieta and Paddock, i t was named 

13 the Vacuum G l o r i e t a Pool. The f i e l d was u n i t i z e d i n 

14 1990 under v o l u n t a r y order of the working i n t e r e s t 

15 partners and the NMOCD. The u n i t agreement forming the 

16 u n i t was approved by Order R-10017, November 1993. 

17 The o r i g i n a l w a t e r f l o o d p r o j e c t was 

18 approved by Order R-10020, November 23rd, 1993, and at | 

19 t h a t time, i t p e r m i t t e d nine e x i s t i n g i n j e c t i o n w e l l s , j 

20 plus 39 w e l l s t o be d r i l l e d at some p o i n t i n the f u t u r e . 

21 Some of those w e l l s have been d r i l l e d , but they were 

22 d r i l l e d as producers, not as i n j e c t o r s . So the o r i g i n a l 

23 w a t e r f l o o d plan t h a t was conceived back i n th a t o r i g i n a l 

24 order never came t o f r u i t i o n . 

25 I n f i l l d r i l l i n g f o r producers began i n 
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1 2005. We had some good success and found q u i t e a b i t of 

2 d e p l e t i o n . 

3 The f i r s t i n j e c t i o n began i n the 39-03 i n 

4 September 2005. The next s i x i n j e c t o r s were put o n l i n e 

5 a f t e r a lengthy conversion program and r e a c t i v a t i o n 

6 program i n May of 2011. 

7 And i n December 2012, as I said before, we 

8 d r i l l e d an a d d i t i o n a l f o u r i n j e c t o r s . I ' l l show you 

9 why, but those e s s e n t i a l l y f i l l e d out the i n t e r i o r 

10 w a t e r f l o o d p a t t e r n s t h a t -- the r e a c t i v a t i o n of those 

11 w e l l s f a i l e d conversion. 

12 Q. And on your s l i d e there, Mr. Pecore, you also 

13 have a background of the orders t h a t were -- the 

14 a d m i n i s t r a t i v e orders t h a t were approved r e l a t i n g t o 

15 t h i s u n i t . Can you e x p l a i n how the f i r s t i n j e c t i o n i n 

16 September 2 005 came t o be, and how i t r e l a t e s t o the 

17 orders t h a t were approved? 

18 A. Okay. By Order SWD 937, i t authorized 

19 i n j e c t i o n of the VGEU 38-03 as a s a l t w a t e r disposal 

20 w e l l . This was i n i t i a l l y deemed a p i l o t p r o j e c t . And 

21 then f i v e years a f t e r t h a t , we perm i t t e d -- or we asked 

22 f o r approval of WFX-856, entered i n December 7th, 2009, 

23 f o r a u t h o r i z a t i o n t o i n j e c t i n t o nine w e l l s . Three of 
24 those f a i l e d conversion, and, t h e r e f o r e , only s i x w e l l s 

25 a c t u a l l y made i t t o i n j e c t i o n . And those s i x w e l l s are 
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1 c u r r e n t l y on i n j e c t i o n today. 

2 We decided t o add -- w i t h WFX-865, we 

3 decided t o add two more w e l l s t o t h a t p r o j e c t . 

4 Unfor t u n a t e l y , those d i d not pass the mechanical 

5 i n t e g r i t y t e s t upon conversion attempt, and t h a t was the 

6 VGEU 32-2 and the VGEU 32-3, and those w e l l s have been 

7 P&A'd. 

8 Q. Now, Mr. Pecore, a l l these a d m i n i s t r a t i v e 

9 a p p l i c a t i o n s were f i l e d as an expansion of the i n i t i a l 

10 w a t e r f l o o d ; i s t h a t correct? 

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

12 Q. So can you e x p l a i n how i t came t o be tha t you 

13 were made aware t h a t the wa t e r f l o o d had a c t u a l l y expired 

14 and t h a t these subsequent a d m i n i s t r a t i v e orders were 

15 suspect? 

16 A. So as we app l i e d f o r a u t h o r i z a t i o n t o i n j e c t 

17 w i t h the -- w i t h the fou r recent new d r i l l s , i t was 

18 determined at t h a t time t h a t the len g t h of time t h a t 

19 passed when we got w a t e r f l o o d a u t h o r i z a t i o n i n i t i a l l y t o 

2 0 the time t h a t f i r s t water was a c t u a l l y i n j e c t e d i n the 

21 ground was more than 12 years. And so w i t h the EPA's 

2 2 UIC r e g u l a t i o n s t a t i n g t h a t i t has to be done w i t h i n a 

23 12-year period, we missed t h a t window. And we were 

24 unaware of t h a t e x p i r a t i o n of t h a t o r i g i n a l order 

25 throughout the years. So i t was not u n t i l October t h a t 
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1 we f i g u r e d out, under y ' a l l ' s advisement, t h a t we no 

2 longer had a v a l i d w a t e r f l o o d p r o j e c t , and i t was best 

3 t h a t we re-apply. 

4 EXAMINER BROOKS: Go ahead. 

5 CROSS-EXAMINATION 

6 BY EXAMINER EZEANYIM: 

7 Q. That's what I was wondering, and I wanted t o 

8 ask. I t ' s becoming c l e a r e r , but there are some thin g s 

9 t h a t -- l e t me ask t h i s , since we are on t h i s l i n e . 

10 You obtained t h i s permit i n 1993. Your 

11 f o u r t h i n j e c t i o n was i n 2005, r i g h t ? So what happened 

12 between 1993 and 2005? Nothing? 

13 A. Right. So a number of f a c t o r s l e d t o the 

14 i n a c t i v i t y t h a t i s so obvious. Low o i l p r i c e s during 

15 t h a t time c o n t r i b u t e d t o t h a t ; a r e l a t i v e l y low working 

16 i n t e r e s t of ConocoPhillips i n the Vacuum G l o r i e t a East 

17 U n i t ; discussions and disagreement w i t h partners over 

18 cost and development plans. And then f i n a l l y , the 

19 a c t i v i t y i n the u n i t d i r e c t l y above the Vacuum G l o r i e t a 

20 East U n i t , the EVGSAU, which i s a C02 t e r t i a r y p r o j e c t , 

21 took a l l the c a p i t a l and a l l the time, t o be p e r f e c t l y 

22 honest. So our a t t e n t i o n was i n the u n i t above during 

23 t h a t time frame. 

24 Turnover i n management, employees, the 
25 12-year requirement was l o s t on the team, and we were 
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1 not aware t h a t the a u t h o r i z a t i o n was e x p i r i n g . 

2 Q. Okay. Ve r y good. 

3 Go t o the order. Forget about SWD. What 

4 date -- I don't see dates when you got the WFX-856. 

5 A. 856 was authorized i n December 7th, 2009. 865 

6 was entered May 25th, 2010, and WFX-884 was A p r i l 28th, 

7 2011. 

8 The need f o r 884, which was a 

9 r e a u t h o r i z a t i o n of those o r i g i n a l -- or the 11 subject 

10 w e l l s was, the r e a c t i v a t i o n and conversion a c t i v i t y took 

11 so long, because the wellbores were not cooperating, 

12 t h a t the two-year permit allowance ran out during our 

13 conversion a c t i v i t i e s . So t o be on the safe side, we 

14 r e - a p p l i e d f o r a u t h o r i z a t i o n . And hence, the 8 84 was 

15 the same w e l l s t h a t you see i n the above orders, simply 

16 reauthorized, because our permit had run out. 

17 Q. Okay. The WFX-856 nine w e l l s , d i d you d r i l l 

18 them, or what happened w i t h those? 

19 A. Those were current e x i s t i n g wellbores. 

2 0 Q. That are going on --

21 A. And we converted those, yes, s i x -- s i x pass 

22 conversion, and those are a c t i v e i n j e c t o r s today. 

23 Q. The other three f a i l e d ? 

24 A. The other three f a i l e d . 

25 Q. What d i d you do w i t h them? 
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1 A. They are pending P&A. So we have a p p l i c a t i o n s 

2 t o the d i s t r i c t o f f i c e . 

3 Q. Very good. 

4 Go t o 865. What happened there? 

5 t A. Those w e l l s we wanted t o add t o the pa t t e r n s , 

6 and they d i d not pass mechanical i n t e g r i t y . 

7 Q. So those two w e l l s are not being used? 

8 A. That's c o r r e c t . One's been plugged, and one's 

9 pending. 

10 Q. And the eleven w e l l s you got i n 2011, what's 

11 happening w i t h them? 

12 A. Right. So the s i x t h a t a c t u a l l y passed i n 

13 Order 856, plus the 38-03, which was the 937, the very 

14 f i r s t order, so t h a t takes us up t o seven, plus the 

15 four, i s the 11. You see there? 

16 Q. Oh, okay. 

17 CONTINUED DIRECT EXAMINATION 

18 BY MR. RANKIN: 

19 Q. Mr. Pecore, j u s t t o be c l e a r , would you also 

2 0 please e x p l a i n f o r the Examiners how i t came t o pass 

21 t h a t you were made aware of the e x p i r a t i o n of the 

22 w a t e r f l o o d and the communication you've had w i t h the 

23 D i v i s i o n since t h a t time, and how t h a t ' s progressed t o 

24 t h i s point? 

25 A. So as we found those f o u r wellbores t h a t were 

PAUL BACA PROFESSIONAL COURT REPORTERS 
0f29e04c-e5ec-4eac-b4cd-c1eb597c5da6 



Page 28 

1 f a i l i n g the conversion a c t i v i t y , we made a deci s i o n at 

2 t h a t time f o r the i n t e g r i t y of the wa t e r f l o o d p r o j e c t t o 

3 h a l t conversion a c t i v i t i e s on fou r w e l l s t h a t were i n 

4 the heart of our wa t e r f l o o d p a t t e r n . We decided t o 

5 r e d r i l l those as brand-new i n j e c t o r s because of 

6 containment. And so we ap p l i e d f o r APDs and received 

7 those, and we a p p l i e d f o r a u t h o r i z a t i o n t o i n j e c t i n 

8 those new d r i l l s . 

9 At t h a t time, we were n o t i f i e d t h a t the 

10 w a t e r f l o o d order had expired. We came t o meet w i t h the 

11 Commission i n November of l a s t year, and i t was decided 

12 at t h a t time t h a t we would simply go through the C-108 

13 process from the beginning and, e s s e n t i a l l y , s t a r t over 

14 w i t h the r e a u t h o r i z a t i o n . So t h a t ' s what we've been 

15 doing f o r the l a s t three months. 

16 Q. And, Mr. Pecore, as precedent f o r t h i s s o r t of 

17 r e a u t h o r i z a t i o n of the waterflood, i n your discussions 

18 w i t h the D i v i s i o n , has t h i s been undertaken before w i t h 

19 the Texaco wat e r f l o o d , as you understand? 

20 A. With the Vacuum G l o r i e t a West? 

21 Q. I bel i e v e i t was -- I'm a c t u a l l y not sure which 

22 u n i t i t i s , but I bel i e v e there's precedent i n the 

23 D i v i s i o n f o r r e a u t h o r i z a t i o n when there's been an 

24 i n c i d e n t where i t has expired. 

25 A. I'm not f a m i l i a r w i t h t h a t . 
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1 Q. Mr. Pecore, on your next s l i d e , one of the 

2 issues t h a t came up i n the o r i g i n a l order and attached 

3 t o t h a t order was an e x h i b i t labeled " E x h i b i t B," and 

4 t h i s e x h i b i t i d e n t i f i e s some w e l l s t h a t were i d e n t i f i e d 

5 i n the o r i g i n a l order as having some p o t e n t i a l issues as 

6 o f f s e t t i n g wells? 

7 A. Correct. 

8 Q. Could you j ust please review f o r the Examiners 

9 these w e l l s and any issues determined through your 

10 e v a l u a t i o n t h a t might be impacted by the current 

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

12 A. Yes, I w i l l . 

13 So what you see on the t a b l e at the top of 

14 the s l i d e are the s i x w e l l s t h a t were i d e n t i f i e d i n 19 93 

15 as needing a d d i t i o n a l i n v e s t i g a t i o n t o make sure there 

16 was adequate cement coverage. 

17 So the top three were i d e n t i f i e d i n a 

18 l e t t e r , December 9th, 1993, subsequent t o the g r a n t i n g 

19 of the wa t e r f l o o d order t h a t I got o f f the NMOCD Web 

20 s i t e . I t states t h a t State E Number 2, Santa Fe 125 and 

21 the Vac Abo 14-02, i n f a c t , d i d comply, under f u r t h e r 

2 2 i n v e s t i g a t i o n , w i t h the p r o v i s i o n of the order, and 

23 t h e r e f o r e they were released from E x h i b i t B st a t u s , i f 

24 you w i l l . 

25 Now I ' m going t o t a l k about the next three 
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1 w e l l s , the NM "AB" State Number 4, the Vac Abo 14-3 and 

2 the Vac Abo 9-5. So the NM "AB" State Number 4 i s now 

3 operated by Chevron i n the Central Vacuum Unit as a San 

4 Andres producer. I t was plugged back i n the Abo i n 

5 2011. The Paddock and G l o r i e t a Formations were never 

6 p e r f o r a t e d or produced. 

7 I have a wellbore schematic on the next 

8 page. This was also taken o f f the NMOCD Web s i t e . The 

9 i n i t i a l cement c a l c u l a t i o n gave pause t o the Commission 

10 at top of cement at 6300 f e e t , r i g h t here { i n d i c a t i n g ) . 

11 That was the o r i g i n a l c a l c u l a t e d top of cement. I d i d 

12 some more i n v e s t i g a t i o n s w i t h a l l the data t h a t was 

13 provided on the Web s i t e w i t h the job t h a t was a c t u a l l y 

14 pumped, and what we have here i s a four-and-a-half i n c h 

15 l i n e r hung o f f the intermediate casing, down t o TD of 

16 9080. The l i n e r was cemented i n place i n two separate 

17 stages. We had a lead stage of 350 sxs, and plus a top 

18 squeeze, 200 sxs of cement at the l i n e r lap here 

19 ( i n d i c a t i n g ) , t o make sure t h a t they had s u f f i c i e n t 

2 0 coverage. 

21 I r e c a l c u l a t e d the top of cement w i t h 550 

22 sxs of cement i n the c a l c u l a t i o n , and here's the 

23 c a l c u l a t i o n ( i n d i c a t i n g ) using a Class H neat y i e l d and 
24 a wellbore schematic r e a l i t i e s here of four-and-a-half 

25 inch l i n e r and a six-and-three-quarter inch hole. I 
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1 c a l c u l a t e d a top of cement 5909, which brings i t up here 

2 ( i n d i c a t i n g ) . And the top of our i n j e c t i o n i n t e r v a l 

3 s t r a t o g r a p h i c a l l y equivalent would be 6100 f e e t , so down 

4 here ( i n d i c a t i n g ) . 

5 So i f you r e c a l c u l a t e what was a c t u a l l y 

6 pumped, you do have cement coverage across the i n t e r v a l 

7 of i n j e c t i o n . 

8 EXAMINER EZEANYIM: What i s t h i s w e l l doing 

9 now? 

10 A. This w e l l i s c u r r e n t l y -- there i s a c a s t - i r o n 

11 bridge plug here ( i n d i c a t i n g ) , and i t c u r r e n t l y i s a 

12 San Andres producer way up-hole. So the lower zone has 

13 been permanently abandoned. 

14 EXAMINER EZEANYIM: So you converted i t 

15 i n t o a producer? 

16 A. Chevron has converted i t i n t o a San Andres 

17 producer, and i t was i n the u n i t , c e n t r a l back i n the 

18 u n i t . 

19 EXAMINER BROOKS: Where i s the i n j e c t i o n 

20 zone i n t h i s diagram? 

21 A. I t would be i n here ( i n d i c a t i n g ) . 

22 EXAMINER BROOKS: What are the footages i n 

23 the i n j e c t i o n zone? 

24 A. So the i n j e c t i o n i n t e r v a l would be 

25 approximately 6,100 f e e t t o 6,300 f e e t . 
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1 CROS S-EXAMINATION 

2 BY EXAMINER EZEANYIM: 

3 Q. Did you use any accepted [ s i c ] f a c t o r i n 

4 c a l c u l a t i n g top of cement, because, you know, as you 

5 know, those c a l c u l a t i o n s --

6 A. I used a 75-percent --

7 Q. What d i d you use -- what d i d you say? 

8 A. I used a 75-percent f a c t o r . 

9 Q. 75 percent. Okay. 

10 We don't know t h a t -- what are the 5909? 

11 I s i t the same as 6100 because of the c a l c u l a t i o n ? I f 

12 you have a cement pump l o g , you t e s t t h a t . That might 

13 be more accurate. But anyway, l e t ' s not argue t h a t . 

14 I want you t o address these s i x problem 

15 w e l l s . 

16 A. I w i l l . Let me --

17 Q. This one has gone t o producer, r i g h t ? 

18 A. Let me show you on the next s l i d e the p r o x i m i t y 

19 of these s i x w e l l s i n r e l a t i o n t o our 11 current 

20 i n j e c t o r s -- current and proposed i n j e c t o r s . 

21 So what you have here ( i n d i c a t i n g ) i s a 

22 one-mile radius around t h i s i n j e c t o r and a one-mile 

23 radius around t h i s i n j e c t o r ( i n d i c a t i n g ) . And here, 

24 t h i s w e l l , t h i s w e l l , t h i s w e l l , t h i s w e l l and t h i s w e l l 

25 and t h i s w e l l ( i n d i c a t i n g ) , are the s i x E x h i b i t B w e l l s . 
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1 Three of those have been released because f u r t h e r 

2 i n v e s t i g a t i o n i n d i c a t e s t h a t there was some coverage 

3 crossing. 

4 Q. Who released them? 

5 A. I t was a l e t t e r from the NMOCD t o our r e s e r v o i r 

6 engineer at P h i l l i p s Petroleum. 

7 Q. Did you ask f o r the release, or we j u s t 

8 released i t ? 

9 A. We -- a f t e r the testimony at t h a t hearing, 

10 a d d i t i o n a l i n f o r m a t i o n was provided t o the Commission, 

11 and they d i d t h e i r own assessment of adequate coverage. 

12 And i t was deemed by the Commission t h a t there was 

13 enough t o release these w e l l s from suspicion. 

14 Q. Who are you c a l l i n g "the Commission"? Are you 

15 t a l k i n g about --

16 A. The NMOCD. 

17 Q. The Divi s i o n ? You're t a l k i n g about --

18 A. The D i v i s i o n . 

19 Q. Okay. Now, i s t h a t i n the d i s t r i c t o f f i c e s or 

20 here i n Santa Fe? 

21 A. I have the l e t t e r . I can --

22 Q. I would l i k e t o see the l e t t e r , because I need 

23 t o know. 

24 So now we can cross the three w e l l s out i f 

2 5 we have approved them. Then there are maybe th ree , 
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1 i n c l u d i n g the one t h a t i s not being produced by --

2 A. Chevron. 

3 Q. -- Chevron. Then we s t i l l have two. 

4 A. Right. So here i s the Chevron w e l l 

5 ( i n d i c a t i n g ) , and here i s 14 -0 3, which i s r i g h t here 

6 ( i n d i c a t i n g ) . This i s outside the one-mile radius, 

7 around the closest i n j e c t o r . This w e l l ( i n d i c a t i n g ) has 

8 a c t u a l l y been P&A'd many years ago. I do not have a 

9 bond l o g or a temperature survey t o prove whether or not 

10 t h a t a c t u a l l y had cement coverage. But i t i s outside 

11 the u n i t boundary -- arguably almost a h a l f mile outside 

12 the u n i t boundary and more than a mile from the closest 

13 water i n j e c t o r and VGEU. 

14 Q. Okay. And you addressed a l l t h i s i n f o r m a t i o n 

15 on your Form C-108? 

16 A. Yes. 

17 Q. You prepared Form C-108? 

18 A. (No response.) 

19 Q. That w e l l t h a t you sai d i s plugged and 

20 abandoned, are we going t o see i t on the Form C-108? 

21 A. Yes. I t w i l l be i n the --

22 Q. I s Exxon the producer? Who d i d you say t h a t 

23 was? 

24 A. Chevron. 

2 5 Q. Okay. Chevron. Okay. 
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1 Now, on the -- we s t i l l have one w e l l , too? 

2 A. Yeah, we s t i l l have one w e l l . The Vac Abo 9-5 

3 i s r i g h t here ( i n d i c a t i n g ) , more than a mile away from 

4 the closest i n j e c t o r as w e l l . I t produces from a deeper 

5 horizon. I do have a bond l o g and a temperature survey 

6 t h a t i n d i c a t e s there i s cement coverage above the 

7 i n j e c t i o n i n t e r v a l . I have t h a t w i t h me, and I can 

8 present t h a t as evidence as w e l l . 

9 Q. And you are doing t h i s i n r e l a t i o n t o the 11 

10 w e l l s you are going t o be i n j e c t i n g i n t o . I s t h a t the 

11 only 11 w e l l s you are going t o use? Are you going t o 

12 d r i l l new i n j e c t o r s ? 

13 A. At t h i s time, t h a t i s the -- the 11 i s a l l 

14 we're going t o -- we 1 re going t o propose, but t h a t 

15 doesn 1t mean i n the f u t u r e , as the wa t e r f l o o d matures or 

16 evolves, t h a t we wouldn't add more. 

17 Q. I j u s t wanted t o make sure. 

18 A. But r i g h t now, t h a t 1 s a l l we have on the radar 

19 screen. 

20 Q. You are j u s t t r y i n g t o address those s i x w e l l s , 

21 the problematic [ s i c ] w e l l , i n a d d i t i o n t o the 11 we l l s 

22 you have? 

23 A. Right. 

24 Q. Okay. 

2 5 A. Right. 
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1 And the only one I do not have evidence of 

2 or c a l c u l a t i o n s t o support the coverage i s the 14-3 down 

3 here ( i n d i c a t i n g ) , more than h a l f a mile outside the 

4 u n i t . 

5 Q. I s t h i s because i t ' s outside the one-mile --

6 A. No. I t ' s because i t ' s already been P&A'd, and 

7 the data i s very o l d . 

8 Q. Okay. So I can see the P&A diagram? 

9 A. Yeah. 

10 Q. Okay. That's a l l you need, i f you've already 

11 plugged and abandoned. 

12 A. Right. 

13 Q. That' s. a l l . 

14 CONTINUED DIRECT EXAMINATION 

15 BY MR. RANKIN: 

16 Q. Mr. Pecore, j u s t t o be cl e a r , the radius you've 

17 drawn on t h i s map i s a one-mile radius; i s t h a t correct? 

18 A. Yes. 

19 Q. And under the r u l e s of the D i v i s i o n and the 

20 area of review, each i n j e c t i o n w e l l i s a h a l f a mile 

21 area; i s t h a t correct? 

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

23 Q. Now, j u s t before we proceed t o the r e s t of the 

24 a p p l i c a t i o n , I j u s t wanted t o make c l e a r some of the 

25 bases f o r Conoco's a p p l i c a t i o n today. Can you please 
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1 e x p l a i n t o the Examiners, as a r e s u l t of your 

2 communications w i t h the D i v i s i o n , why i t i s t h a t we're 

3 here today w i t h t h i s a p p l i c a t i o n , what i t i s you're 

4 a c t u a l l y seeking, i n summary, today? I mean, some of 

5 the reasons are, f o r example, as I understand, t h a t , 

6 f i r s t of a l l , you need a u t h o r i t y t o operate the 

7 waterflood? 

8 A. Yes. We need c l e a r a u t h o r i t y t o i n j ect 

9 pursuant t o the w a t e r f l o o d order. We need t o have 

10 uniform r u l e s governing t h i s w aterflood, and we also 

11 need f l e x i b i l i t y t o locate the packers w i t h i n the 

12 U n i t i z e d Formation, even i f t h a t ' s above 100 f e e t . 

13 Q. And you've overseen and supervised the 

14 p r e p a r a t i o n of the C-108 a p p l i c a t i o n ; i s t h a t correct? 

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

16 Q. And t h a t ' s been marked as E x h i b i t Number 9; i s 

17 t h a t r i g h t ? 

18 A. Yes. 

19 Q. Mr. Pecore, can you please t u r n t o C-108, 

2 0 E x h i b i t Number 9? Does t h i s C-10 8 a p p l i c a t i o n contain 

21 everything t h a t the D i v i s i o n requires? 

22 A. Yes, i t does. 

23 Q. And can you please j u s t b r e i f l y walk 

24 us -- i t ' s a r a t h e r large C-108. Can you b r i e f l y walk 

25 us through i n r e l a t i o n t o the tabs, what i s contained i n 
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1 the C-108? 

2 A. Yes, I w i l l . 

3 So tab one i n the C-108 i s simply an 

4 overview of the a p p l i c a t i o n . 

5 Attachment number one at tab two i n the 

6 C-108 i s a l i s t of the 11 i n j e c t o r s , followed by the 

7 C-102, which i s the i n j e c t i o n w e l l data sheet, the w e l l 

8 schematics f o r each of the proposed 11 w e l l s , i n j e c t o r s ; 

9 so such examples of the items contained i n w e l l 

10 schematics p r o v i d i n g a l l r e q u i r e d i n f o r m a t i o n on w e l l 

11 design, casings, cement, tu b i n g , packers and 

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

13 Behind each w e l l schematic i s a map f o r 

14 each i n j e c t i o n w e l l showing a l l the o f f s e t t i n g w e l l s 

15 w i t h i n a one-half mile area of review. That 1s tab two, 

16 the s e c t i o n on tab two. 

17 Attachment number fou r t o the C-108, behind 

18 tab number four - -

19 EXAMINER BROOKS: I t ' s very small p r i n t . 

20 A. Yeah. 

21 -- i s the t a b u l a t i o n of a l l the w e l l data 

22 f o r the w e l l s w i t h i n a h a l f - m i l e area of review t h a t 

23 penetrate the G l o r i e t a and Paddock. 

24 Attachment number f i v e , behind tab f i v e , 

25 contains i n f o r m a t i o n on a l l the P&A'd w e l l s w i t h i n the 
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1 area of review. Each of the P&A'd w e l l s has a wellbore 

2 schematic included. 

3 Attachment number s i x t o the C-108, behind 

4 tab s i x , contains the req u i r e d geologic i n f o r m a t i o n such 

5 as formation tops from the Rustler, down through the 

6 Paddock, i n t o TD. 

7 Attachment number seven, behind tab seven, 

8 contains the r e q u i r e d water a n a l y s i s . I t i d e n t i f i e s the 

9 sample l o c a t i o n t o date and the standard c o n s t i t u e n t s i n 

10 the a n a l y s i s . 

11 Tab number ei g h t contains copies of the 

12 a f f i d a v i t s of p u b l i c a t i o n and a copy of the l e g a l 

13 advertisements p r o v i d i n g n o t i c e of ConocoPhillips' C-108 

14 a p p l i c a t i o n . 

15 Q. (BY MR. RANKIN) Mr. Pecore, now g e t t i n g i n t o 

16 the d e t a i l s of the a p p l i c a t i o n , you've prepared a review 

17 and ev a l u a t i o n of the geology and the c h a r a c t e r i s t i c s of 

18 the r e s e r v o i r ; i s t h a t correct? 

19 A. Yes, I have. 

20 Q. And t h a t ' s on your subsequent slides? 

21 A. Yes. 

22 So t h i s i s a "Top of Paddock Structure Map" 

23 i n d i c a t i n g the two u n i t s w i t h t h e i r p r o x i m i t y . The 

24 Chevron operated Vacuum G l o r i e t a West Unit i s here 

25 ( i n d i c a t i n g ) . And i n the red-dashed o u t l i n e i s the 
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1 Vacuum G l o r i e t a East U n i t , which i s the subj ect of 

2 today 1s hearing. 

3 The top Paddock s t r u c t u r e , which i s a 

4 producing horizon, i n d i c a t e s t h a t there i s an 

5 east-west-trending plunging a n t i c l i n e , plunging t o the 

6 east. So as you go t h i s way, you drop o f f i n e l e v a t i o n . 

7 You have closure from the south, from the 

8 east and from the west, producing the G l o r i e t a 

9 s t r u c t u r e -- Paddock-Glorieta s t r u c t u r e across here, 

10 which i s a sink l i n e i n nature. 

11 Q. That's E x h i b i t Number 10, i s t h a t c o r r e c t , 

12 Mr. Pecore? 

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

14 Q. And the next s l i d e i s E x h i b i t Number 11? 

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

16 So t h i s i s a type l o g from the VGEU 2-11. 

17 I t shows the G l o r i e t a , which i s a dolomite i n t h i s p a r t 

18 of the county; o v e r l i e s a limestone horizon i n the top 

19 of the Paddock, which then o v e r l i e s a dolomite, which i s 

20 the lower p a r t of the Paddock. That dolomite goes a l l 

21 the way down t o the top of the Yeso package, the 

22 B l i n e b r y - - the top of the Bli n e b r y . 

23 So on average, you have about a 100-foot 

24 thickness i n the G l o r i e t a dolomite t h a t i s nonproductive 

25 t h a t o v e r l i e s approximately 75 f e e t of thickness i n the 
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1 limestone. As you can see here, t h i s package i s the 

2 subject of a l l of our VGEU production and i n j e c t i o n . So 

3 i t i s the limestone p o r t i o n of t h i s Paddock Formation 

4 t h a t i s pr o d u c t i v e . 

6 sec t i o n , through here, you go across the top of the 

7 a n t i c l i n e and i n t o a b i t of the VGEU West U n i t . So t h i s 

8 i s , e s s e n t i a l l y , what i t looks l i k e on the north-south 

9 cross s e c t i o n . The blue-shaded region i s the limestone, 

10 which i s the productive i n t e r v a l , both production and 

11 i n j e c t i o n . That's the limestone package, and i t pinches 

12 out, as you can see, t o the n o r t h . 

13 Q. And I'm sorry, Mr. Pecore. This i s E x h i b i t 

14 Number 12; i s t h a t correct? 

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

16 So the waterfloodable area, as we c a l l i t , 

17 i s only 1,000 acres -- j u s t over 1,000 acres, and we're 

18 going t o be i n j e c t i n g and producing approximately 6,000 

19 f e e t ; average p o r o s i t y , ten percent; and average perm, 

20 fo u r m i l l i d a r c i e s . 

5 Now, l o o k i n g at t h i s A t o A prime cross 

21 EXAMINER EZEANYIM: How much? 

22 A. Four m i l l i d a r c i e s . 

23 EXAMINER EZEANYIM: Ten percent? 

24 A. Cor rec t . 

25 The Chevron VGEU West - - VG - - Vacuum 
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1 G l o r i e t a West Unit has been w a t e r f l o o d i n g , as I ' l l show 

2 you w i t h the decline curve map p r o j e c t , f o r years, since 

3 the mid- 1 90s; s u c c e s s f u l l y executed t h e i r secondary 

4 recovery program. They have attempted t o i n j e c t and 

5 produce f l o o d w i t h dolomite t h a t you see here 

6 ( i n d i c a t i n g ) , and t h e i r i n d i c a t i o n s are t h a t they had 

7 e a r l y breakthrough due t o a f r a c t u r e system t h a t i s 

8 predominantly dolomite, at the top of the dolomite; 

9 t h e r e f o r e , i t i s widely known throughout Vacuum t h a t the 

10 dolomite i s not n e c e s s a r i l y a t a r g e t at t h i s time. 

11 Q. Mr. Pecore, based on your analysis and your 

12 review and the h i s t o r y of production i n the area, i s i t 

13 your o p i n i o n t h a t the area t a r g e t e d f o r w a t e r f l o o d i s 

14 reasonably defined by development? 

15 A. Yes, I do. 

16 Q. And you have a p r e s e n t a t i o n f o r us on the 

17 r e s e r v o i r next; i s t h a t c orrect? 

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

19 Q. Can you please review f o r the Examiners your 

20 diagram of the r e s e r v o i r ? 

21 A. I w i l l . So the reason why we're here, the 

22 reason why t h i s i s a w a t e r f l o o d candidate i s p r i m a r i l y 

23 what we discovered at our conversion attempts i n 2010. 

24 So what you see here i s -- these are pressure contours 

25 o v e r l y i n g a u n i t map of VGEU. These are pressure 

_ „ ^ - r - _ , ... , . . 
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1 contours and p s i , these yellow l i n e s ( i n d i c a t i n g ) , and 

2 these were our i n i t i a l t a r g e t w e l l s of conversion. And 

3 these consisted of both TA'd w e l l s and P&A'd wellbores. 

4 So we are t r u l y r e - e n t e r i n g these wellbores and 

5 assessing the pressure at t h a t time. That's why we 

6 hadn't read them t o t h i s time, because they were sealed 

7 o f f w i t h bridge plugs. 

8 EXAMINER EZEANYIM: Are you going t o --

9 what flow p a t t e r n are you going t o use here? 

10 A. What ki n d of 

11 EXAMINER EZEANYIM: Pattern, or --

12 A. Oh. I ' l l show you. I t ' s an i n v e r t e d f i v e --

13 four, f i v e and s i x . I t ' s r e a l l y a pieced-together 

14 p a t t e r n . I ' l l show you i n the next s l i d e . 

15 So we recorded extremely low bottom-hole 

16 pressures, sub-100 p s i pressures, a l l the way up t o 

17 300 -- below 300 p s i . So we mapped these pressures and 

18 found out t h a t we were w o e f u l l y under-pressured i n t h i s 

19 area. So t h i s , i n a n u t s h e l l , i s the need f o r the 

20 water f l o o d . We need t o repressurize the r e s e r v o i r t o 

21 get the f l u i d s t o flow t o the producing w e l l s . And I ' l l 

2 2 show you some ra t e - t i m e curves, some decline curves t h a t 

23 show t h a t production -- c e r t a i n p a r t s of the pat t e r n s 

24 had gone down t o about a one-barrel-a-day r a t e , so very 

25 low production, very low pressure. Hence the need f o r 
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1 the pressure r e p r e s s u r i z a t i o n of the r e s e r v o i r . 

2 Q. (BY MR. RANKIN) That was E x h i b i t Number 13; i s 

3 t h a t c o r r e c t , Mr. Pecore? 

4 A. Correct. 

5 Q. And the next e x h i b i t i s E x h i b i t Number 14, 

6 which i s a discussion of the GOR, ga s - t o - o i l ' r a t i o , and 

7 w a t e r - t o - o i l r a t i o ? 

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

9 So t h i s supports what we'd already known 

10 g e o l o g i c a l l y about the s t r u c t u r e i n VGEU, t h a t we had 

11 water i n f l u x from the south and from the east side of 

12 the u n i t down here ( i n d i c a t i n g ) where i t drops o f f i n t o 

13 the basin, and we had no a q u i f e r support or water i n f l u x 

14 i n t h i s p o r t i o n here ( i n d i c a t i n g ) t h a t we're c a l l i n g the 

15 w a t e r f l o o d area. 

16 And you can see t h a t i n the darker-shaded 

17 red bubbles i n t h i s area; those i n d i c a t e higher GORs. 

18 Where you don't have pressure support, you're going t o 

19 have higher GORs. And t h i s r e s u l t s i n a l l the 

20 production w e l l s w i t h i n the VGEU. 

21 And s i m i l a r l y supporting the n a t u r a l 

22 w a t e r f l o o d from the east and from the south, you had 

23 much higher o i l r a t i o s r e s u l t i n g from the production 

24 w i t h i n VGEU. So you can piece together the s t o r y t h a t 

25 we already discovered w i t h the low pressures, and t h i s 
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1 i s why. 

2 So t o summarize, you have the very low 

3 pressure p o r t i o n here, which i s not pressure supported 

4 by water i n f l u x , on the western h a l f of the u n i t . And 

5 on the eastern h a l f , you have water i n f l u x from the 

6 basin adding t o your pressure support. 

7 Q. So i n a d d i t i o n t o doing s o r t of an ana l y s i s and 

8 overview of the s u i t a b i l i t y of the r e s e r v o i r and the 

9 s u s c e p t i b i l i t y of i t t o the wa t e r f l o o d , you've also 

10 looked at what e f f e c t s might r e s u l t i n a wa t e r f l o o d 

11 s i m u l a t i o n ; i s t h a t correct? 

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

13 Q. And t h a t ' s your next s e r i e s of s l i d e s ; i s t h a t 

14 correct? 

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

16 So t o help us j u s t i f y and be able t o 

17 measure the success of the w a t e r f l o o d a p p l i c a t i o n i n 

18 t h i s p a r t of the northwest s h e l f , we only had t o look 

19 next door at the VG -- Vacuum G l o r i e t a West Unit 

20 operated by Chevron. They were able t o i n s t a l l t h e i r 

21 w a t e r f l o o d r i g h t a f t e r a u t h o r i z a t i o n , back i n the e a r l y 

22 '90s. They began development and d r i l l i n g a c t i v i t i e s 

23 f o r the w a t e r f l o o d i n 1994, and you can see what 

24 p o s i t i v e response has been generated from the 

25 w a t e r f l o o d . 
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1 And t h i s blue-shaded region here i s the 

2 w a t e r f l o o d reserves t h a t we're e s t i m a t i n g t o be about 

3 7.85 m i l l i o n b a r r e l s of o i l , recoverable. 

4 Q. This i s E x h i b i t Number 15; i s t h a t r i g h t ? 

5 A. This i s E x h i b i t Number 15. And t h i s p l o t i n 

6 the lower l e f t of t h i s map shows the s t r u c t u r e of the 

7 Paddock o v e r l a i n by where the Vacuum G l o r i e t a West Unit 

8 i s i n p r o x i m i t y t o the East U n i t . So t h e i r w a t e r f l o o d 

9 was here ( i n d i c a t i n g ) . Our w a t e r f l o o d i s here 

10 ( i n d i c a t i n g ) . And so the analogy approach i n d i c a t e s 

11 t h a t we would have success as w e l l . 

12 Q. Now, your next s l i d e , Mr. Pecore, i s a -- t h i s 

13 i s a demonstration of what the Paddock [ s i c ] e x i s t i n g 

14 p a t t e r n i s i n the East Unit and what you've done t o 

15 convert w e l l s t o the waterflood? 

16 A. Correct. 

17 , So beginning i n 2010, we undertook the 
i 

18 conversion and r e a c t i v a t i o n program t o produce an 

19 i n v e r t e d -- i n some cases, an i n v e r t e d f i v e , s i x , seven 

20 spot, pieced together w i t h wellbores t h a t already 

21 e x i s t e d . Whether they were TA'd or PA'd, the wellbores 

22 were already there. Simply t r y i n g t o save c a p i t a l by 

23 not d r i l l i n g brand-new w e l l s . And so a number --

24 EXAMINER EZEANYIM: This i s according t o 

-25 2010? 
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1 A. The a c t i v i t y began i n 2010, and i t took two 

2 years -- almost two years t o complete, because i t was 

3 j u s t -- i t was such an inv o l v e d a c t i v i t y . We had q u i t e 

4 a b i t of success. We also, u n f o r t u n a t e l y , had several 

5 f a i l u r e s . And these red and orange s t a r s ( i n d i c a t i n g ) 

6 i n d i c a t e the f a i l u r e s of conversion. 

7 So the green s t a r s are the producers. The 

8 green s t a r s and the green c i r c l e s are the producers. 

9 The black o u t l i n e i s the shape of the p a t t e r n , and the 

10 red and orange s t a r s are the w e l l s t h a t f a i l e d the CTI, 

11 the c o n v e r s a t i o n - t o - i n j e c t i o n a c t i v i t y . 

12 These fo u r here t h a t I'm h i g h l i g h t i n g 

13 ( i n d i c a t i n g ) , the 19-03, 19-02, 25-03 and the 37-04, are 

14 the l o c a t i o n s , or the p a t t e r n s , t h a t we r e d r i l l e d i n 

15 December of 2012, j u s t a couple of months ago, and those 

16 are the w e l l s t h a t are w a i t i n g on permit approval f o r 

17 a u t h o r i z a t i o n t o i n j e c t . Those are the four APDs t h a t 

18 signaled there was a problem w i t h the i n i t i a l w a t e r f l o o d 

19 order. 

20 • So these a re t h e l o c a t i o n s 1 t h a t we have 

21 r e d r i l l e d ( i n d i c a t i n g ) . The 37-02 has been p l u g g e d . 

22 The 25 -03 , 19 -02 , 19-03 a re p e n d i n g NMOCD a p p r o v a l f o r 

23 P&A a c t i v i t y . 

24 EXAMINER EZEANYIM: To p l u g them? 

25 A. T h a t ' s c o r r e c t . 
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1 But we have d r i l l e d o f f s e t f o r those ---

2 s i s t e r o f f s e t s f o r those w e l l s , the replacement 

3 i n j e c t o r s , i f you w i l l . Those are the fo u r we've been 

4 t a l k i n g about t h a t are w a i t i n g on permit approval. 

5 EXAMINER EZEANYIM: When you say you can't 

6 convert, what were the problems t h a t you had? Why can't 

7 you convert them? Why do you have t o r e d r i l l them? 

8 A. Collapsed casing and the a c t u a l i n t e g r i t y , the 

9 co r r o s i o n i n the w a l l thickness of the casing t h a t was 

10 already there. So we encountered both. We encountered 

11 collapsed casing down deep, and we have severe c o r r o s i o n 

12 issues. These w e l l s have been plugged and abandoned or 

13 TA'd f o r many, many years, and so we d i d n ' t want t o take 

14 a chance on contamination. So we te s t e d them. They 

15 f a i l e d , or we couldn't get i n t o them, and we decided at 

16 t h a t time i t would be prudent t o r e d r i l l these. 

17 Q. (BY MR. RANKIN) Mr. Pecore, t h i s i s E x h i b i t 16; 

18 i s t h a t c orrect? 

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

20 Q. Just t o be c l e a r f o r the record, i t wasn't 

21 u n t i l the D i v i s i o n contacted you i n the process of 

22 a u t h o r i z i n g these f o u r w e l l s t h a t you mentioned t h a t 

23 ConocoPhillips became aware t h a t there was an issue w i t h 

24 the a u t h o r i z a t i o n f o r the w a t e r f l o o d and the 

2 5 a u t h o r i z a t i o n f o r the previous a d m i n i s t r a t i v e order 
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1 a u t h o r i z i n g the i n j e c t i o n t h a t you're c u r r e n t l y 

2 operating with? 

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

4 Q. Now, Mr. Pecore, your next se r i e s of s l i d e s 

5 addresses, s p e c i f i c a l l y , your an a l y s i s and review of the 

6 p o s i t i v e expected w a t e r f l o o d and what you've already 

7 seen from the current i n j e c t i o n ; i s t h a t r i g h t ? 

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

9 So we know by analog Chevron's success next 

10 door. We expected the same. And I wanted t o show you a 

11 v a r i e t y of d i f f e r e n t response types t h a t we've seen both 

12 i n producers and i n j e c t o r s . So r i g h t now we want t o 

13 look at one of the p a t t e r n s , and t h i s happens t o be the 

14 3 8-03 p a t t e r n , surrounded by f i v e producers, center 

15 i n j e c t i o n . This i s the w e l l t h a t was -- the SWD order 

16 t h a t was secured i n 2005 . I n j e c t i o n began i n September 

17 of 2011 2005. Sorry. And so t h i s w e l l has been on 

18 i n j e c t i o n the longest. 

19 And so what you're loo k i n g f o r -- so t h i s 

2 0 i s -- i n the upper, l e f t - h a n d corner, t h i s i s the 

21 p a t t e r n , w i t h the producers r a t i n g [ s i c ] the i n j e c t o r . 

22 What you have i n the lower, l e f t - h a n d corner i s a ra t e 

23 p l o t of the i n j e c t o r i n d i c a t i n g magnitude of anywhere 

24 from 2,000 b a r r e l s a day t o 2,200 b a r r e l s a day. So 

25 i t ' s been a consistent h i g h - r a t e i n j e c t i o n w e l l . So we 
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1 r e a l l y haven't seen any back pressure, any problems w i t h 

2 t h i s w e l l . 

3 I n l o o k i n g at the r a t e - t i m e analysis, the 

4 decline curve, i f you w i l l , f o r the o i l production on 

5 the y-axis and the time on the x-axis, you can see t h a t 

6 once a l l the w e l l s -- there were some surrounding w e l l s 

7 t h a t needed t o be r e a c t i v a t e d , too, but once you have a 

8 f l a t w e l l count, then you look at the o i l production 

9 response. And I c a l c u l a t e d c o n s e r v a t i v e l y here t h a t 

10 over a number of years we've seen a 4 0-barrel-a-day 

11' increase i n o i l p roduction d i r e c t l y due t o t h i s water 

12 i n j e c t i o n t h a t you see here i n the blue l i n e . So t h a t ' s 

13 one type. That's a microscopic look at a s i n g l e 

14 p a t t e r n . 

15 So what i f we what i f we look at several 

16 other d i f f e r e n t types of producers and look at what s o r t 

17 of day-to-day response we can see and we can a c t u a l l y 

18 measure? So the p l o t on the l e f t i s an example of our 

19 in t r a d a y output of motor temperature and pump intake 

20 pressure f o r the e l e c t r i c a l submersible pump. And you 

21 can see t h a t the int a k e pressure -- from the p o i n t where 

22 we put the 2-01 on water i n j e c t i o n -- or the o f f s e t t o 

23 t h i s producer, you see, over time, the pump intake 

24 pressure i n d i c a t i n g a f l u i d l e v e l increase i n t h i s w e l l . 

25 Pump intake pressure goes up. I t went up t o such a high 
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1 p o i n t t h a t we decided t o upsize the ESP, which we d i d at 

2 t h i s p o i n t here ( i n d i c a t i n g ) . 

3 And w i t h t h a t u p s i z i n g , once everything 

4 f i n a l l y got l i n e d out, you can see t h a t the f l u i d l e v e l 

5 i n the annulus i s s t a r t i n g t o come down. You also see 

6 t h a t the motor temp -- due t o a higher f l u i d movement 

7 around the pump i t s e l f , the motor temp has come down as 

8 w e l l . 

9 Q. Mr. Pecore, t h i s i s E x h i b i t Number 18; i s t h a t 

10 correct? 

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

12 Q. And the previous one was E x h i b i t Number 17? 

13 A. Correct. 

14 So on the p l o t on the right-hand side, t h i s 

15 i s j u s t a t y p i c a l Bean pump, and we measure waterfl o o d 

16 response normally w i t h run time. And so before water 

17 i n j e c t i o n commenced i n the i n j e ctor o f f s e t t i n g the 2-20, 

18 you see t h a t i t ran between two and three hours a day, 

19 very poor, very low-producing w e l l . 

20 As the w a t e r f l o o d began t o take hold and we 

21 began t o pressure the p a t t e r n up, you saw t h a t the run 

22 time had increased up t o 24 hours a day and has held 

23 constant since then. So i t ' s running 24 hours a day 

24 f u l l - t i m e . We need t o upsize t h i s equipment as w e l l . 

25 So t h i s i s an example of some of the wa t e r f l o o d 

PAUL BACA PROFESSIONAL COURT REPORTERS 
0f29e04c-e5ec-4eac-b4cd-c1eb597c5da6 



Page 52 

1 response. We've seen these i n a f a i r number of our 

2 o f f s e t producers. 

3 Q. This next e x h i b i t , Mr. Pecore, Number 19, i s an 

4 e v a l u a t i o n of once you get a l l seven i n j ectors i n j e c t e d , 

5 correct? 

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

7 So l e t ' s p u l l our view back t o a l l seven of 

8 our current p a t t e r n s t h a t are o n l i n e now and j u s t look 

9 at what the cumulative e f f e c t of -- h o p e f u l l y , the o i l 

10 production w i l l go up on a cumulative basis, too. So 

11 these seven i n j e c t i o n w e l l s t h a t have been -- one of 

12 them has been o n l i n e since 2005, but the subsequent s i x 

13 were put on i n May 2011. You can see the water 

14 production. This i s a p l o t of o i l production and 

15 b a r r e l s per day versus time. I n j e c t i o n s t a r t e d here 

16 ( i n d i c a t i n g ) , mid-2011. Water production has increased. 

17 And once a l l the w e l l s were put o n l i n e -- you can see 

18 t h a t by the l e v e l i n g o f f of the w e l l count here 

19 ( i n d i c a t i n g ) -- t h a t o i l production, i n f a c t , has 

20 increased, and I c a l c u l a t e d , based on t h i s p l o t , 120 

21 b a r r e l s a day f o r a l l the p a t t e r n s . 

22 We're j u s t g e t t i n g s t a r t e d , and the next 

23 s l i d e w i l l show t h a t , but t h i s i s an example of the 

24 o v e r a l l u n i t production i n the w a t e r f l o o d area 

25 i n d i c a t i n g the response. Now, t h i s does not include the 

j 
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1 four p a t t e r n s of the w e l l s we've j u s t r e c e n t l y d r i l l e d , 

2 and I ' l l show you, on a summary map, t h a t these four 

3 we l l s are i n the lowest r e s e r v o i r - p r e s s u r e area of the 

4 u n i t , and, t h e r e f o r e , we need those w e l l s even more t o 

5 enhance t h i s response. 

6 Q. Mr. Pecore, your next s l i d e , E x h i b i t Number 20, 

7 depicts c u r r e n t i n j e c t i o n ; i s t h a t correct? 

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

9 And so what I'm showing here i s the 

10 i n j e c t i o n p r o f i l e of each of the w e l l s on an in t r a d a y 

11 basis. This goes back a couple of years. But what 

12 you're seeing i s the i n j e c t i o n r a t e , the flow r a t e and 

13 b a r r e l s of water per day on the Y-axis and time on the 

14 X. 

15 And I know t h a t the p r i n t i s too small t o 

16 a c t u a l l y see the numbers, but the w e l l s -- the four 

17 i n j e c t i o n w e l l s on the top -- these are seven of a l l our 

18 i n j e c t i o n w e l l s . The fou r i n j e c t i o n w e l l s on the top 

19 are i n d i c a t i n g f i l l - u p i n t h a t our a b i l i t y -- at the 

2 0 permit pressure, our a b i l i t y t o i n j e c t f l u i d goes down 

21 over time due t o f i l l - u p of the pore space. So these 

22 w e l l s here ( i n d i c a t i n g ) are f i l l i n g up and repressuring 

23 the r e s e r v o i r . 
24 These we l l s down here ( i n d i c a t i n g ) are more 

25 on the i n t e r i o r of the f l o o d p a t t e r n s , and they haven't 
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1 seen f i l l - u p y e t , because the ra t e s are extremely high 

2 and i t hasn't dropped o f f over time, per se. So these 

3 p a t t e r n s , these three p a t t e r n s , are s t i l l f i l l i n g up. 

4 Now, does t h i s make sense or not? Are we 

5 seeing skin? Are we seeing c o r r o s i o n or f i l l - u p i n the 

6 wellbore i t s e l f , or does t h i s a c t u a l l y make sense from a 

7 r e s e r v o i r standpoint? And i t does when you consider the 

8 east h a l f being a w a t e r - i n f l u x area and the west h a l f 

9 being -- the c e n t r a l p a r t of the wa t e r f l o o d area being 

10 pressure depleted and a s t r u c t u r a l high on the west. So 

11 I'm going t o p u l l i t a l l together i n t h i s map and 

12 show -- which i s E x h i b i t Number - -

13 Q. 21; i s t h a t c orrect? 

14 A. - - 2 1 . Thank you. 

15 And y o u ' l l see t h a t these yellow s t a r s --

16 t h i s i s a p l o t of the VGEU here i n the yellow, and i n 

17 the brown, we see the Vacuum G l o r i e t a West Unit 

18 ( i n d i c a t i n g ) . There i s a s t r u c t u r a l high over here, and 

19 there i s water i n f l u x over here ( i n d i c a t i n g ) . Our 

2 0 low-pressure, or the pressure-deleted, p o r t i o n of the 

21 r e s e r v o i r i s here, i n i t i a l l y , when we measured the 

22 pressures. And you would expect t h a t the w e l l s -- the 

23 i n j e c t i o n w e l l s on t h i s side and the i n j e c t i o n w e l l s on 

24 t h i s side would see f i l l - u p f i r s t , and t h a t i s , i n f a c t , 

25 what we saw. So these four s t a r s are the f i l l - u p w e l l s 
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1 t h a t we see on the top row here ( i n d i c a t i n g ) . So i t 

2 does make sense t h a t these are the ones f i l l i n g up 

3 f i r s t . 

4 And these w e l l s up here have yet -- these 

5 three i n j e c t o r w e l l s have yet t o see f i l l - u p 

6 ( i n d i c a t i n g ) . 

7 Our r e d r i l l candidates t h a t we r e d r i l l e d as 

8 i n j e c t o r s i n December are r i g h t here, r i g h t here, r i g h t 

9 here and r i g h t here ( i n d i c a t i n g ) , i n the heart of the 

10 lowest-pressure region of the r e s e r v o i r . Hence, t h a t ' s 

11 where we need the water the most, and there 1s where we 

12 would l i k e t o i n j e c t . . 

13 Q. Thank you, Mr. Pecore. 

14 Now, look i n g at your o v e r a l l a nalysis of 

15 the u n i t , are there any o f f s e t t i n g G l o r i e t a producers 

16 t h a t might be n e g a t i v e l y impacted by your w a t e r f l o o d 

17 proposal? 

18 A. I n my opinion, there w i l l not be. There are no 

19 Glorieta-Paddock producers outside the u n i t boundary, as 

20 can be seen by t h i s map, no w e l l symbols i n t h i s 

21 red-shaded area outside the u n i t s over here 

22 ( i n d i c a t i n g ) . Plus, there are no l e a s e l i n e i n j e c t i o n 

23 w e l l s w i t h VGEU. They have t h e i r own wa t e r f l o o d over 

24 here ( i n d i c a t i n g ) . We are i n j e c t o r - c e n t e r e d p a t t e r n s . 

25 Therefore, we have pressure sinks on the outside of our 
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u n i t boundary, and we do not a n t i c i p a t e or p r e d i c t any 

2 f l u i d s moving outside of the u n i t boundary. 

3 Q. Mr. Pecore, you i n d i c a t e d t h a t the fou r w e l l s 

4 t h a t have not yet received a u t h o r i z a t i o n from the 

5 D i v i s i o n are i n the heart of the waterflood? 

6 A. Correct. 

7 

8 

Q. Do you expect t o see a s i g n i f i c a n t response 

from them based on your a n a l y s i s i n j e c t i o n t h a t ' s 

9 already occurring? 

10 A. I do. 

11 Q. So i n your o p i n i o n , those four w e l l s are very 

12 c r i t i c a l t o the v i a b i l i t y of t h i s p r o j e c t ; i s t h a t 

13 r i g h t ? 

14 A. I believe t h a t t o be so. 

15 Q. And t h a t ' s because those four w e l l s and the 

16 i n j e c t i o n l i n e s , you've i n j ected them w i t h s i g n i f i c a n t 

17 accelerate where you p u l l up on your response of 

18 the --

19 A. Repressure -- c o r r e c t . The r e p r e s s u r i z a t i o n of 

20 the r e s e r v o i r and, hence, the production response on the 

21 o i l side. 

22 Q. Thank you, Mr. Pecore. 

23 Now, l e t ' s move on t o some more issues i n 

24 the C-108 f o r now, and w e ' l l come back t o your 

25 p r e s e n t a t i o n . 
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1 A. Okay. 

2 Q. Looking at the water issues t h a t are required 

3 by the C-108, have you i d e n t i f i e d any freshwater zones 

4 w i t h i n the area? 

5 A. Yes. We have i d e n t i f i e d a shallow freshwater 

6 zone of the Oga l l a i a Aquifer, but we do not see any 

7 water w e l l s p e n e t r a t i n g more than 300 fe e t below the 

8 surface. 

9 Q. And i n order t o take an approximate v e r t i c a l 

10 distance between the i n j e c t i o n zone -- the i n j e c t i o n 

11 i n t e r v a l and the top of the -- bottom of the 

12 freshwater zone --

13 A. I am c a l c u l a t i n g 5,700 f e e t between f r e s h water 

14 and the i n j e c t i o n i n t e r v a l . 

15 Q. And between the i n j e c t i o n i n t e r v a l and the 

16 bottom of the freshwater zone, there are a number of 

17 geologic b a r r i e r s t h a t prevent any m i g r a t i o n of the 

18 movement of the water of the i n j ected the water? 

19 A. That i s c o r r e c t . The most prominent b a r r i e r i s 

2 0 the Salado s a l t s e c t i o n , which i s 15-, 1,600 fe e t t h i c k ; 

21 t h a t provides the l a s t b a r r i e r , i f you w i l l . We also 

22 set our surface casing i n t o the top of the s a l t , so we 

23 have i s o l a t e d the f r e s h water w i t h casing. There are 

24 also l i t h o l o g i c u n i t s , numerous, because they 1 re 

25 i n d i v i d u a l - p r o d u c i n g r e s e r v o i r s and, t h e r e f o r e , seals --
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1 r e s e r v o i r seals and t r a p s . I n the G l o r i e t a , there i s a 

2 t r a p . The Grayburg has a t r a p . There are or a seal. 

3 There are numerous seals i n the T a n s i l l , Yates and Seven 

4 Rivers, and, of course, I already mentioned the Salado. 

5 Q. And, Mr. Pecore, are there any known 

6 drinking-water or freshwater sources below the i n j e c t i o n 

7 zone? 

8 A. No, there are not. 

9 Q. Now, have you done an anal y s i s of any 

10 freshwater w e l l s w i t h i n a mile of the i n j e c t i o n ? 

11 A. Yes, we have. 

12 Q. And you 1ve i d e n t i f i e d some w e l l s w i t h i n the 

13 sections? 

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

15 Q. And of those w e l l s , can you give a l i t t l e b i t 

16 of background on the depth t o water and the depth of 

17 those wells? 

18 A. Okay. So there are a number of w e l l s w i t h i n 

19 the one-mile radius of the proposed i n j e c t i o n i n t e r v a l . 

20 No w e l l s have been i d e n t i f i e d w i t h i n 300 f e e t of the 

21 i n j e c t i o n w e l l s . What we see average i s a depth of 

22 water ranging approximately 7 t o 150 f e e t . The.well 

23 depths average i n t h i s immediate area of 150 t o 200 feet 

24 deep. 

2 5 Q. Now, Mr. Pecore, behind tab number seven on the 
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1 C-108 i s the water sample; i s t h a t correct? 

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

3 Q. And t h a t ' s a water sample from the East Vacuum 

4 Glorieta-San Andres Unit Central Tank Battery? 

5 A. Central Tank Battery, c o r r e c t . 

6 Q. And what does t h a t water consist of? 

7 A. That i s produced commingled water from the 

8 Vacuum G l o r i e t a East Unit and the East Vacuum 

9 Grayburg-San Andres U n i t . 

10 Q. Now, the C-108 i n d i c a t e s t h a t there i s another 

11 freshwater a n a l y s i s p r e v i o u s l y submitted t o the D i v i s i o n 

12 through the a p p l i c a t i o n and Order WFX 865; i s t h a t 

13 correct? 

14 A. Correct. 

15 Q. And i s t h a t the same water sample analysis 

16 r e p o r t t h a t ' s i d e n t i f i e d i n E x h i b i t Number 22 i n your 

17 packet? 

18 A. Yes, i t i s . 

19 Q. And can you please e x p l a i n t o the Examiners 

2 0 what the source of t h i s water sample is? 

21 A. We have f i v e freshwater-producing w e l l s t h a t we 

22 use f o r p l a n t processing and also f o r makeup water f o r 

23 the u n i t , not j u s t f o r VGEU, but also f o r the East 

24 Vac, EVGSAU, and those w e l l s i n d i c a t e f r e s h water -- not 

25 n e c e s s a r i l y d r i n k i n g water but c e r t a i n l y f r e s h water 
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1 based on the c h l o r i d e s count, and i t i s markedly 

2 d i f f e r e n t , fresher than the Central Tank B a t t e r y 

3 produced water, which has high c h l o r i d e . 

4 Q. Do you foresee any c o m p a t i b i l i t y issues w i t h 

5 the i n j e c t i o n ? 

6 A. We do not. We have i n j e c t e d f o r seven 

7 years-plus, and i t 1 s a common p r a c t i c e t o commingle the 

8 waters. And we have not seen any c o m p a t i b i l i t y issues, 

9 and we have run t e s t s t o prove t h a t . 

10 Q. Now, the i n j e c t i o n system f o r the wa t e r f l o o d 

11 would be an open or closed system? 

12 A. I t ' s a closed system. 

13 Q. And i n your opinion, w i l l the proposed 

14 i n j e c t i o n pose any t h r e a t t o any source of underground 

15 freshwater supplies i n the area? 

16 A. No, i t w i l l not. 

17 Q. Have you examined a l l the a v a i l a b l e geologic 

18 engineering data on the r e s e r v o i r , and have you found 

19 any evidence of f a u l t i n g or hydrogeologic -- i n j e c t i o n 

20 i n the zone and any other sources of f r e s h water or 

21 d r i n k i n g water? 

22 A. Yes. We have done extensive geologic modeling 

23 i n t h i s area, and we do not see any f a u l t s or f r a c t u r e s 

24 t h a t would r e s u l t i n a hydrologic connection between the 

25 f r e s h water and the i n j e c t e d zone. 
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1 Q. I n your opinion, based on your review of the 

2 production i n the area and produc t i o n from o f f s e t t i n g 

3 w e l l s and the d e p l e t i o n of t h i s formation, w i l l 

4 i n j e c t i o n , as you propose, r e s u l t i n any waste or impair 

5 any c o r r e l a t i v e r i g h t s , i n your opinion? 

6 A. No, i t w i l l not. 

7 Q. Mr. Pecore, one of the other request's you made 

8 i n your a p p l i c a t i o n i s f o r a s l i g h t m o d i f i c a t i o n t o the 

9 standard packer s e t t i n g depth --

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

11 Q. - - a n order -- g e n e r a l l y provided i n orders by 

12 the D i v i s i o n . Can you please e x p l a i n f o r the Examiners, 

13 through E x h i b i t Number 23, why i t i s t h a t you're making 

14 t h i s request --

15 A. , Yes. So what you see on the screen i s an 

16 isopach map of the u n i t i z e d i n t e r v a l , the G l o r i e t a 

17 Formation i t s e l f , above where we would be s e t t i n g the 

18 packers. And so you can see t h a t depths range from 

19 100 - - thicknesses range from 100 t o 140 f e e t . So being 

2 0 r e s t r i c t e d t o only 100 fe e t of possible s e t t i n g depths 

21 allowances may hinder our f l e x i b i l i t y i n the f u t u r e . 

22 Q. So i n t h i s case, you're seeking an order from 

23 the D i v i s i o n t h a t would allow you t o set your packers at 

24 a depth as close as p r a c t i c a l l y possible t o the 

25 i n j e c t i o n i n t e r v a l , so long as you're w i t h i n the 
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1 u n i t i z e d i n t e r v a l ; i s t h a t correct? 

2 A. Correct. 

3 Q. And t h a t would give you the f l e x i b i l i t y you 

4 need over time, depending on where you are i n the u n i t , 

5 t o set your packers at an appropriate location? 

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

7 Q. And, Mr. Pecore, you're aware of previous 

8 orders t h a t the D i v i s i o n has issued t h a t has approved 

9 such a request? 

10 A. Yes. We presented t o the Commission i n 2012 

11 f o r the East Vacuum Grayburg-San Andres Unit and was 

12 granted t h a t r e l i e f . 

13 Q. I n your opinion, Mr. Pecore, would t h a t 

14 packer-depth allowance t h a t you're seeking, i f granted, 

15 impact or harm the c o r r e l a t i v e r i g h t s or the groundwater 

16 as a r e s u l t ? 

17 A. No, there w i l l not be. 

18 Q. And, Mr. Pecore, has ConocoPhillips casing i n 

19 i t s i n j e c t i o n w e l l s , e s p e c i a l l y i n the formation 

20 immediately above the i n j e c t i o n --

21 A. Yes. We performed MIT t e s t s per the NMOCD 

22 r e g u l a t i o n s . We pressured the t u b i n g casing annulus t o 

23 500 pounds and p u l l e d t h a t f o r 30 minutes. 

24 Q. So i n summary, based on your a n a l y s i s , i n your 

25 opinion, moving the packer s e t t i n g depth or having 
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t h i s g r a n t i n g t h i s request would not create any r i s k 

2 of v e r t i c a l movement of i n j e c t i o n f l u i d s ? 

3 A. That i s c o r r e c t . We know t h a t there --we set 

4 our surface casing from surface t o 1600 f e e t t o p r o t e c t 

5 the groundwater, and so f a r , t o date, we have not seen 

6 any evidence of contaminated freshwater sources i n the 

7 Vacuum area or i n the -- o v e r l y i n g our operated u n i t s . 

8 Q. Now, there are two other items t h a t you 1ve 

9 requested i n your a p p l i c a t i o n , and w e ' l l take each i n 

10 t u r n . F i r s t , you've requested an exemption from the 

11 f u t u r e hearing requirements f o r the conversion or the 

12 d r i l l i n g of any other a d d i t i o n a l i n j e c t i o n w e l l s ; i s 

13 t h a t c orrect? 

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

15 Q. Would you please b r i e f l y e x p l a i n why i t i s t h a t 

16 you're seeking an exemption? 

17 A. Correct. 

18 So should ConocoPhillips determine t h a t a 

19 new i n j e c t i o n w e l l i s necessary t o develop and maintain 

20 thorough and e f f i c i e n t w a t e r f l o o d i n j e c t i o n f o r the 

21 p r o j ect, ConocoPhillips asked t h a t the D i v i s i o n 

22 allow -- t h a t i t could be exempt from hearing 

23 requirements and allow i t t o add a d d i t i o n a l i n j e c t i o n 

24 w e l l s i n accordance w i t h the D i v i s i o n r u l e s f o r the 

25 a d m i n i s t r a t i v e approval. 
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1 Q. Thank you, Mr. Pecore. 

2 And f i n a l l y , you've also sought 

3 c e r t i f i c a t i o n under the recovered o i l tax r a t e pursuant 

4 t o the Enhanced O i l Recovery Act; i s t h a t r i g h t ? 

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

6 Q. And was t h i s o r i g i n a l l y c e r t i f i e d f o r the EOR 

7 t a x c r e d i t ? 

8 A. Yes. The 1993 order o r i g i n a l l y c e r t i f i e d by 

9 the D i v i s i o n f o r t h i s s t a t e tax c r e d i t f o r EOR. 

10 Q. I n your o p i n i o n , does t h i s a p p l i c a t i o n and the 

11 c o n d i t i o n s of t h i s w a t e r f l o o d meet a l l the requirements 

12 of the D i v i s i o n r u l e s f o r an EOR tax c r e d i t 

13 c e r t i f i c a t i o n ? 

14 A. Yes, i t does. 

15 Q. And, Mr. Pecore, have you done an analysis of 

16 what the estimated c a p i t a l costs would be t o 

17 ConocoPhillips f o r the r e a u t h o r i z a t i o n of these 11 

18 wells? 

19 A. Yes, I have. 

20 Q. And what's that? 

21 A. So what we have spent so f a r , j u s t as a 

22 look-back on the r e a c t i v a t i o n s and conversations, as 

23 w e l l as the f o u r new d r i l l s , i s $10.8 m i l l i o n . 

24 Looking forward, we a n t i c i p a t e about a 

25 m i l l i o n d o l l a r s a year i n base c a p i t a l maintenance 
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1 requirements. This does not include, n e c e s s a r i l y , any 

2 d r i l l i n g of new w e l l s , but simply maintaining the 

3 i n t e g r i t y of the ones we already have. I'm es t i m a t i n g 

4 t h a t f o r a 20-year p r o j e c t l i n e , so $20 m i l l i o n of 

5 a d d i t i o n a l c a p i t a l . 

6 Q. Excluding any d r i l l i n g of new wells? 

7 A. Excluding any d r i l l i n g of any new i n j e c t i o n 

8 w e l l s or production w e l l s . 

9 Q. And do you a n t i c i p a t e the -- converted or 

10 d r i l l e d ? 

11 A. I do. 

12 Q. Mr. Pecore, how much a d d i t i o n a l production does 

13 ConocoPhillips a n t i c i p a t e generating as a r e s u l t of 

14 the - - t h a t are not otherwise recoverable? 

15 A. I n my e s t i m a t i o n , secondary recovery a c t i v i t i e s 

16 w i l l add 6.7 m i l l i o n b a r r e l s of reserves and, t h e r e f o r e , 

17 i n production; those are recoverable b a r r e l s . 

18 Q. And have you done an e s t i m a t i o n of what the 

19 t o t a l value of t h a t production w i l l be based on today's 

20 production value? 

21 A. I have. At an $80 o i l assumption per b a r r e l , 

22 t h a t ' s $576 m i l l i o n i n value. 

23 Q. So i n your o p i n i o n , w i l l the a u t h o r i z a t i o n --

24 r e a u t h o r i z a t i o n of t h i s w a t e r f l o o d prevent waste w i t h 

25 reasonable p r o b a b i l i t y and r e s u l t i n increased recovery 
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1 of more o i l than otherwise would be recoverable? 

2 A. I n my opinion, yes. 

3 Q. I n your opinion, w i l l the approval of t h i s 

4 a p p l i c a t i o n and implementation of the proposed 

5 w a t e r f l o o d be i n the best i n t e r e s t of conservation and 

6 i n the prevention of waste and the p r o t e c t i o n of 

7 c o r r e l a t i v e r i g h t s ? 

8 A. Yes, I do. 

9 Q. Thank you, Mr. Pecore. 

10 I be l i e v e t h a t we were going f a s t there f o r 

11 a l i t t l e b i t . I may not have i d e n t i f i e d a l l the e a r l y 

12 e x h i b i t s , but were E x h i b i t s 3 through 23 e i t h e r prepared 

13 by you or under your supervision? 

14 A. Yes, they were. 

15 MR. RANKIN: Mr. Examiner, I would move t o 

16 tender E x h i b i t s 3 through 23 i n t o the record. 

17 MS. MUNDS-DRY: No o b j e c t i o n . 

18 EXAMINER BROOKS: E x h i b i t s 3 through 23 are 

19 admitted. 

20 (ConocoPhillips E x h i b i t Numbers 3 through 

21 23 were o f f e r e d and admitted i n t o 

22 evidence.) 

23 MR. RANKIN: Mr. Examiner, I pass the 

24 witness. 

25 EXAMINER BROOKS: Okay. I a n t i c i p a t e you 
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1 may have considerable --

2 MS. MUNDS-DRY: No, I don't have any 

3 questions. 

4 EXAMINER BROOKS: I a n t i c i p a t e t h a t you 

5 want t o take some time w i t h t h i s witness, r i g h t ? 

6 EXAMINER EZEANYIM: No. 

7 EXAMINER BROOKS: I was going t o say t h a t I 

8 t h i n k we're going t o have t o take a break at some time. 

9 EXAMINER EZEANYIM: Maybe now. 

10 EXAMINER BROOKS: I'm t h i n k i n g now would be 

11 a good time. Let's take a ten-minute recess. 

12 (Break taken, 2:56 p.m. t o 3:09 p.m.) 

13 EXAMINER BROOKS: We're back on the record. 

14 CROSS-EXAMINATION 

15 BY EXAMINER BROOKS: 

16 Q. And I only have one question f o r you, since you 

17 know about the h i s t o r y of t h i s u n i t . Why i s i t c a l l e d 

18 Vacuum f i e l d ? 

19 A. From the a s s o c i a t i o n of an e a r l i e r developer of 

2 0 Vacuum-Socony. 

21 Q. So i t doesn't have anything t o do w i t h the 

22 f l u i d dynamics of t h i s f i e l d ? 

23 A. No, i t doesn't. Predecessor t o Mobile. 

24 EXAMINER BROOKS: I'm done. You may 

25 continue. 
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CROSS-EXAMINATION 

2 BY EXAMINER EZEANYIM: 

3 Q - Mr. Pecore, I r e a l l y enjoyed and appreciate 

4 your p r e s e n t a t i o n , e s p e c i a l l y the -- but I s t i l l have a 

5 couple of questions of you. 

6 I n t h i s Vacuum U n i t , there are 4,000 acres, 

7 r i g h t ? 

8 A. Correct. 

9 Q - But, e s s e n t i a l l y , you want 1,000 acres. 

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

11 Q. But they are f o r the wat e r f l o o d , because of the 

12 way they are pinched out. 

13 A. I t ' s a combination of pinch out and the a q u i f e r 

14 support on the east. There's only l i m i t e d p o r t i o n of 

15 the limestone t h a t i s u l t r a - l o w pressure. 

16 Q. Right now, how many i n j e c t i o n w e l l s do you 

17 have, r i g h t now? 

18 A. I n j e c t i o n wells? 

19 Q. Yeah. One? 

20 A. Seven. 

21 Q • Seven. 

22 A. Seven a c t i v e . 

23 Q. They are i n j e c t i n g now, r i g h t ? 

24 A. Seven a c t i v e i n j e c t o r s i n j e c t i n g now. 

25 Q. So i s i t f a i r t o say t h a t they are i n j e c t i n g 
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1 w i t h other pumps? 

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

3 Q. Don't get me wrong. I t ' s good t o be honest. 

4 A. Yeah. The minute we understood t h a t there was 

5 a problem, we a l l flew i n l a s t November t o meet w i t h the 

6 Commission. 

7 You were there ( i n d i c a t i n g ) . 

8 And we brought our r e g u l a t o r y and "our land 

9 person and myself. 

10 Q. I don't want t o g r i l l you a l o t because --

11 g r i l l you a l o t because of what I have seen, but I have 

12 two simple questions. 

13 One, i s t h i s packer set i n there? Of 

14 course, we have done i t before. W i l l we allow the 

15 operator t o set i t higher than the 100 f e e t t h a t i s 

16 r e q u i r e d by the r u l e s , the way you present your 

17 evidence? Anyway, on your E x h i b i t Number 2 3 on 

18 contours --

19 A. Yes. 

20 Q. Now, you are asking the D i v i s i o n t o give you a 

21 packer s e t t i n g -- how d i d you put i t , the phrase you 

22 used? What phrase d i d you use? 

23 A. To allow us the f l e x i b i l i t y t o set the packer 

24 higher than 100 f e e t , but s t i l l w i t h i n the u n i t i z e d 

25 i n t e r v a l . We would be less confident about t h i s request 
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1 i f , i n f a c t , the G l o r i e t a was productive; there was no 

2 p o r o s i t y i n the G l o r i e t a . And, t h e r e f o r e , s e t t i n g the 

3 packer across t h a t i n t e r v a l , s t i l l w i t h i n the u n i t i z e d 

4 i n t e r v a l , we don't t h i n k would cause any containment 

5 issues. 

6 Q. Well, I'm not q u i t e accurate. I f I look a t 

7 t h i s , i t ' s about 140? 

8 A. Correct. 

9 Q. Now, i f I give you blanket permission t o do i t , 

10 could you set the packer at 200 feet? As long as you're 

11 w i t h i n the i n t e r v a l , could you set i t at 200 f e e t f o r 

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

13 A. Yes. However, we don't have t h a t much G l o r i e t a 

14 anywhere w i t h i n our u n i t . So i t ' s only -- you only see 

15 a maximum of 40 fee t above t h a t top 100. So 100 f e e t 

16 above the top p e r f o r a t i o n i s the max y o u ' l l ever see. 

17 Q. I'm r e a l l y concerned about t h a t 4 0 a d d i t i o n a l 

18 f e e t , you know, whether we're going t o have a problem 

19 w i t h t h a t . Because i f I -- i f I -- i f I don't give you 

20 a c o n s t r a i n t , you can s t i l l set i t up t o 100 fee t f o r 

21 p e r f o r a t i o n , and then you w i l l be w i t h i n the i n t e r v a l . 

22 A. No, t h a t ' s not c o r r e c t . 

23 Q. I t ' s not going t o happen? 

24 A. We can't. We only have t h i s i s the 
25 G l o r i e t a , which i s above the producing i n t e r v a l . We 
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only have -- i t can only be a maximum of 140 f e e t . So 

2 a l l we re asking f o r i s an a d d i t i o n a l --

3 Q- 40? 

4 A. -- 40 f e e t i n t h i s area ( i n d i c a t i n g ) . I t ' s a 

5 very small area of the u n i t t h a t i s 40 fe e t above t h a t 

6 100 . 

7 

8 

Q-

feet? 

But outside t h a t area, you can be w i t h i n 100 

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

10 Q. Okay. So j u s t a small p a r t of the area, r i g h t ? 

11 A. Right. We're only asking f o r i n t h i s area t h a t 

12 i s more than 10 0 f e e t ( i n d i c a t i n g ) . Hardly anywhere i n 

13 the u n i t does the G l o r i e t a have thicknesses less than 

14 100 f e e t . 

15 Q. Yeah. We want t o give you t h a t , but we might 

16 put t h i s i n another order, t h a t you are doing t h a t - -

17 but no more than 140 f e e t -- or 140 fe e t from the f i r s t 

18 p e r f o r a t i o n . I t i s not going t o be a problem. 

19 A. I t w i l l not be a problem i f i t ' s worded th a t 

20 way. 

21 Q- Because otherwise you can -- you can set i t 

22 w i t h i n 50 [ s i c ] f e e t , but when you go i n t o t h a t small, 

23 narrow area. 

24 A. I t ' s only w i t h i n the u n i t i z e d area. 

25 Q. I don't know c o l o r . What i s the c o l o r of t h a t 
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1 area? 

2 A. So the legend -- the legend on the upper, 

3 right-hand corner, blue i s not much thickness; red i s 

4 maximum thickness. So i t goes from low thicknesses, 100 

5 t o 110, a l l the way up t o 140 i n t h a t p o r t i o n . 

6 Q. Okay. Which i s not going t o be a problem. We 

7 can t r y and see what happens up t o 140, because I don't 

8 want you t o go more than t h a t . 

9 A. Right. That's why we put t h i s isopach i n here, 

10 j u s t t o show what the magnitude of our ask [ s i c ] w i l l 

11 be. 

12 Q. Okay. Now, I asked you a l o t of questions, but 

13 I have fo u r more questions about the cost of t h i s 

14 i n j e c t i o n a n a l y s i s . You read t h a t from there, but t h a t 

15 w i l l be p a r t of the AFE t h a t we are going t o look at t o 

16 make sure t h a t you are going t o be p r o f i t a b l e . 

17 A. Correct. 

18 EXAMINER EZEANYIM: I n f a c t , you know, 

19 Mr. Rankin, t h a t we need t h a t c a l c u l a t i o n showing how 

20 much i t ' s going t o be f o r a reasonable p r o f i t . You 

21 r e a l i z e I don't have any information? 

22 A. Yes. This w i l l be a p r o f i t a b l e p r o j e c t . I can 

23 r e i t e r a t e those costs. 

24 Q. (BY EXAMINER EZEANYIM) Mr. Pecore, i t i s not a 

25 question of r e i t e r a t i n g . I t ' s a question of us having 
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1 i t . I s i t i n any of t h i s ( i n d i c a t i n g ) ? Do we have i t ? 

2 A. No. This i s my testimony, t h a t I read o f f . 

3 I t ' s not anywhere i n the published package or i n the 

4 e x h i b i t s . 

5 Q. We would l i k e t o have i t . 

6 A. Okay. I can provide. 

7 Q. I don't know how we can do i t , but we need t o 

8 analyze what you d i d --

9 A. Okay. 

10 Q. -- and see i f the p r o j e c t i s going t o be 

11 p r o f i t a b l e , and t h a t would be one of our f i n d i n g s t o 

12 approve the p r o j e c t . 

13 A. Yeah. We're showing a b e n e f i t of over 

14 500 m i l l i o n and a cost of 100. 

15 Q. Yeah. You are t e l l i n g me, but I don't have i t . 

16 A. I w i l l be glad t o provide i t t o you. 

17 Q. Okay. Very good. And so you are going t o get 

18 t h a t a f t e r the hearing? 

19 MR. RANKIN: Mr. Examiner, j u s t t o be 

2 0 c l e a r , you would l i k e a supplemental r e p o r t on the 

21 c o s t - b e n e f i t a n a l y s i s t h a t --

22 EXAMINER EZEANYIM: Yeah. I need what i s 

23 used t o make the a n a l y s i s . I t i s not p a r t of the packet 

24 t h a t we get showing what you spent. I don't doubt you 

25 are going t o make money, and we want you t o make money. 
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1 You make money; we make money. 

2 Q. (BY EXAMINER EZEANYIM) On the -- on the Form 

3 C-108, a l l the i n f o r m a t i o n i s -- there are a bunch of 

4 areas of review, those 11 w e l l s , r i g h t ? 

5 A. Correct. 

6 Q. And a l l i n f o r m a t i o n t h a t i s contained here, I 

7 haven't looked at i t , but we can now look at i t , r i g h t ? 

8 A. Tab two, yes. 

9 MR. RANKIN: Mr. Examiner, j u s t t o be 

10 c l e a r , we have one a d d i t i o n a l witness who w i l l address 

11 the area-of-review a n a l y s i s . 

12 EXAMINER EZEANYIM: Oh, I thought you are 

13 the l a s t witness. 

14 MR. RANKIN: No. We have three witnesses, 

15 and Mr. Pecore was number two. 

16 EXAMINER EZEANYIM: Oh, okay. Sorry. 

17 Okay. 

18 Thank you. Okay. You may step down. 

19 MR. RANKIN: Thank you, Mr. Pecore. 

2 0 Mr. Examiner, I have one l a s t witness who 

21 w i l l t e s t i f y today. His name i s Mr. Simon Choi. 

22 Mr. Choi, when you're ready, take the 

23 stand. 

24 SIMON CHOI, 

25 a f t e r having been p r e v i o u s l y sworn under oath, was 
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questioned and t e s t i f i e d as f o l l o w s : 

2 DIRECT EXAMINATION 

3 BY MR. RANKIN: 

4 Q. Good afternoon, Mr. Choi. 

5 A. Good afternoon. 

6 Q. Can you please s t a t e your f u l l name f o r the 

7 record? 

8 A. Simon Choi. 

9 Q. Could you please s p e l l i t f o r the court 

10 reporter? 

11 A. Simon, C-H-O-I, the l a s t name. 

12 Q - Thank you. 

13 And by whom are you employed? 

14 A. ConocoPhillips. 

15 Q. And i n what capacity are you employed by 

16 ConocoPhillips? What i s your job? 

17 A. Oh. I'm a senior p r o d u c t i o n engineer. 

18 Q. And where do you l i v e ? 

19 A. Midland, Texas. 

20 Q- And what i s your c u r r e n t you have j u s t 

21 s t a t e d t h a t you're a senior - -

22 A. Production engineer. 

23 Q- And have you p r e v i o u s l y t e s t i f i e d before the 

24 D i v i s i o n ? 

25 A. No. 
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1 Q. Can you b r i e f l y review f o r the Examiner your 

2 education and work background as a production engineer? 

3 A. Yes. I have a t o t a l of ei g h t years of i n d u s t r y 

4 experience. Out of t h a t , I have f i v e years of 

5 experience w i t h ConocoPhillips. I got my bachelor's 

6 degree from Hongik U n i v e r s i t y i n Seoul, South Korea, and 

7 I got my Master's of Science i n C i v i l Engineering from 

8 Texas A&M U n i v e r s i t y . 

9 With ConocoPhillips, I have product 

10 management experience and f a c i l i t y engineering 

11 experience, and r i g h t now I am doing production 

12 engineering. 

13 Q. And what i s your r o l e i n the day-to-day 

14 operations of the Vacuum G l o r i e t a East Unit? 

15 A. As a production engineer, I -- databases. I 

16 t r y t o optimize my f i e l d production. Also, I execute 

17 the c a p i t a l , also operation expense p r o j e c t s . 

18 Q. And are you f a m i l i a r w i t h the a p p l i c a t i o n t h a t 

19 was f i l e d today --

20 A. Yes. 

21 Q. -- and the C-108? 

22 A. Yes. 

23 Q. And d i d you help prepare p o r t i o n s of the C-108? 

24 A. Yes, I d i d . 

25 Q. And what p o r t i o n s d i d you c o n t r i b u t e t o the 
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1 C-108 a p p l i c a t i o n ? 

2 A . I provide the w e l l r i s k matters, also the w e l l 

3 l i s t , h a l f mile of AOR. 

4 Q. So you d i d the review of -- the area-of-review 

5 a n a l y s i s ; i s t h a t c orrect? 

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

7 Q. And you looked at the wellbore schematics f o r 

8 both the i n j e c t o r s , the plugged and abandoned w e l l s , as 

9 w e l l as any of the cement issues w i t h i n the area of 

10 review; i s t h a t correct? 

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

12 Q. Mr. Choi, can you please t u r n t o what's been 

13 marked as tab number two on the C-108, E x h i b i t Number 9? 

14 And t h i s i s a l i s t of the 11 w e l l s t h a t ConocoPhillips 

15 i s c u r r e n t l y seeking a u t h o r i z a t i o n f o r i n j e c t i o n ? 

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

17 Q. And on the subsequent pages, as Mr. Pecore had 

18 i d e n t i f i e d e a r l i e r , t h i s i s the i n f o r m a t i o n r e l a t i n g t o 

19 each of the proposed i n j e c t i o n w e l l s ; i s th a t correct? 

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

21 Q. So we've got the C-108, the w e l l data sheet, 

22 the wellbore schematic and the h a l f - m i l e area of review 

2 3 map f o r each of the proposed i n j e c t i o n wells? 

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

25 Q. And r a t h e r than walk through each of those, 
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1 Mr. Choi, can you b r i e f l y summarize f o r the Examiners --

2 anything you can generalize about the i n j e c t i o n wells? 

3 A. B a s i c a l l y , the i n j e c t i o n w e l l s t h a t we have, 

4 a l l the -- we have included a l l the schematics of the 

5 i n j e c t i o n w e l l s , a l l the l e g a l names and a l l the d e t a i l 

6 i n f o r m a t i o n . And as you see, the w e l l schematics --

7 i t 1 s b a s i c a l l y a l l complete schematics, w i t h a l l the 

8 d e t a i l s , the tu b i n g , casing and packers. 

9 Q. Mr. Choi, i s ConocoPhillips planning t o 

10 s t i m u l a t e the w e l l s i n any way? 

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

12 Q. And the w e l l s t h a t would be sti m u l a t e d are j u s t 

13 the fours w e l l s t h a t are awaiting a u t h o r i z a t i o n , i s t h a t 

14 c o r r e c t , not yet been on i n j e c t i o n ? 

15 A. Yes and no. Okay. So fou r of those new 

16 d r i l l s , three w e l l s -- those f o u r w e l l s , we haven't 

17 s t a r t e d i n j e c t i n g y e t , because we don't have a permit. 

18 However, we have s t i m u l a t e d those four w e l l s . So VGEU 

19 19-33, 34, 25-32, we have sti m u l a t e d w i t h 20,000 gallons 

20 of 50-percent ATCS s o l u t i o n . And then the other one, 

21 VGEU 37-31, we have s t i m u l a t e d w i t h 20,000 gallons of 

22 15-percent CL s o l u t i o n . 

23 Q. What are the i n j e c t i o n volumes t h a t 

24 ConocoPhillips i s proposing f o r each of those i n j e c t i o n 

25 wells? 
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1 A. 3,000 b a r r e l s per day. 

2 Q. And what would be the i n j e c t i o n pressure t h a t 

3 ConocoPhillips would be i n j e c t i n g ? 

4 A. 1200 p s i . 

5 Q. And does t h a t comport w i t h the D i v i s i o n ' s 

6 d e f a u l t r u l e of .2 p s i per f o o t f o r i n j e c t i o n wells? 

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

8 Q. Have you conducted a review of a l l the w e l l s 

9 w i t h i n the h a l f - m i l e areas of review f o r each of the 11 

10 w e l l s t h a t ConocoPhillips i s seeking a u t h o r i z a t i o n f o r 

11 today? 

12 A. Yes, I d i d , and t h a t shows on tab fou r . 

13 Q. So t u r n i n g t o tab fo u r , t h i s i s a t a b l e of a l l 

14 the w e l l s t h a t ConocoPhillips i d e n t i f i e d w i t h i n the area 

15 of review; i s t h a t correct? 

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

17 Q. And t h i s includes w e l l s t h a t both penetrate the 

18 i n t e r v a l -- i n j e c t i o n i n t e r v a l , as w e l l as those t h a t do 

19 not; i s t h a t r i g h t ? 

2 0 A. Yes. 

21 Q. And these contain -- t h i s t a b l e contains a l l 

22 the data of the cement t h a t the C-108 requires? 

23 A. Yes. 

24 EXAMINER EZEANYIM: How many are those 

25 wells? 
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2 EXAMINER EZEANYIM: Yeah. How many w e l l s 

3 are i n t h e area o f r e v i e w o f those 11 w e l l s ? 

4 MR. RANKIN: W e l l , I don't t h i n k we ' ve 

5 added them a l l up. 

6 A. No, no. He a s k i n g how many w e l l s --

7 

8 

CROSS-EXAMINATION 

BY MR. EZEANYIM: 

9 Q. How many w e l l s i n t h e area o f r e v i e w a t t h i s 

10 time? Do you know how many? 

11 A. We have a l l o f them. 

12 Q. How many? 

13 A. 11. 

14 Q. Of these 11 i n j e c t i o n w e l l s , how many o f these 

15 are a r e a - o f - r e v i e w w e l l s ? 

16 A. I have n o t counted each s i n g l e -- number o f 

17 w e l l s , b u t --

18 Q. I t ' s q u i t e a l o t . 

19 A. Yeah. Because i t ' s n o t o n l y C o n o c o P h i l l i p s ' 

20 o p e r a t i n g w e l l s , i t ' s a l l t h e w e l l s w i t h i n a h a l f --mile 

21 r a d i u s . 

22 Q. Yes, o f course. I mean, i t doesn't have t o be 

23 your w e l l . 

24 A. R i g h t . 

25 Q. Any w e l l w i t h i n h a l f a m i l e . I t doesn't have 
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1 t o be ConocoPh i l l i p s . 

2 A. R i g h t . 

3 Q. But I want t o know how many w e l l s . Whether 

4 they belong t o Chevron or ExxonMobil, how many of them 

5 are w i t h i n the area of review, and what i s the status of 

6 those wells? 

7 A. I can provide t h a t i n f o r m a t i o n as soon as I go 

8 back t o my o f f i c e . 

9 MR. RANKIN: Just t o be c l e a r , 

10 Mr. Examiner, you'd l i k e t o know how many w e l l s are i n 

11 t o t a l ? 

12 EXAMINER EZEANYIM: I f I can read t h i s . 

13 MR. RANKIN: Mr. Examiner, i f you would 

14 l i k e , we could submit t h i s as an e l e c t r o n i c format, so 

15 i t ' s easier f o r you t o review. Would t h a t be 

16 acceptable? 

17 EXAMINER EZEANYIM: Yeah, t h a t would be 

18 f i n e . I can see there are a l o t of them. 

19 THE WITNESS: Right. 

2 0 MR. RANKIN: Thank you, Mr. Examiner. 

21 EXAMINER EZEANYIM: Go ahead. 

22 CONTINUED DIRECT EXAMINATION 

23 BY MR. RANKIN: 

24 Q. Mr. Choi , based on your review, have you 

25 i d e n t i f i e d any remedial work t h a t needs t o be done on 
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1 any of the w e l l s you've i d e n t i f i e d i n the areas of 

2 review? 

3 A. No, I d i d n ' t . 

4 Q. And how w i l l ConocoPhillips monitor the 

5 i n j e c t i o n w e l l s t h a t you are proposing t o ensure t h a t 

6 the w e l l casing i s -- remains i n good i n t e g r i t y ? 

7 A. A l l the annular spaces of the ' i n j e c t i o n w e l l s 

8 they a l l have -- we have inner f l u i d . Also, we have a 

9 s k i d t h a t goes i n t o the i n j e c t i o n w e l l , which monitors 

10 tu b i n g pressures and also flow r a t e , as w e l l as casing 

11 pressure. So whenever there i s some c a s i n g - i n t e g r i t y 

12 issue, through the s k i d system, the operation people 

13 w i l l be n o t i f i e d i n a minute. 

14 Q. And, Mr. Choi, i n a d d i t i o n t o your review of 

15 the area of review on a l l of those w e l l s , d i d you 

16 i d e n t i f y any w e l l s t h a t were plugged and abandoned 

17 w i t h i n the area of review? 

18 A. Yes, I d i d . 

19 Q. And are those i d e n t i f i e d at tab f i v e of the 

20 C-108? 

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

22 Q. And based on your a n a l y s i s , you also included 

23 a l l the wellbore schematics f o r those P&A'd wells? 

24 A. Yes, I d i d . 

25 Q. And based on your review and ana lys i s o f the 
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schematics, have you i d e n t i f i e d any issues w i t h the 

2 P&A'd w e l l s , or d i d t h a t r e s u l t i n any 

3 cross-contamination out of the i n j e c t i o n i n t e r v a l ? 

4 A. No, I d i d not. 

5 Q. I s i t your o p i n i o n , Mr. Choi, t h a t i n j e c t i o n 

6 i n t o the U n i t i z e d Formation through the proposed 

7 

8 

i n j e c t i o n i n t e r v a l w i l l prevent waste and p r o t e c t 

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

9 A. Yes. 

10 Q. And j u s t t o be c l e a r -- I t h i n k Mr. Pecore 

11 addressed t h i s issue i n h i s p r e s e n t a t i o n -- but i s 

12 ConocoPhillips c u r r e n t l y proposing t o i n j ect along any 

13 of the l e a s e l i n e s or u n i t boundary? 

14 A. No, we don 1 1 . 

15 Q. So there i s no need f o r a l e a s e l i n e agreement 

16 w i t h Chevron or any other operators? 

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

18 Q. Mr. Choi, E x h i b i t Number 9 has already been 

19 admitted. 

20 MR. RANKIN: I don't have any other 

21 questions. I pass the witness. 

22 EXAMINER BROOKS: I have no questions. 

23 Ms. Munds-Dry? 

24 MS. MUNDS-DRY: I have no questions of 

25 Mr. Choi. Thank you. 
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1 EXAMINER BROOKS: Mr. Ezeanyim? 

2 CRO S S-EXAMINATION 

3 BY EXAMINER EZEANYIM: 

4 Q. You were j u s t t a l k i n g about l e a s e l i n e s . Why 

5 are you not asking f o r a l e a s e l i n e and permission t o do 

6 t h i s ? Because i n your previous order, you asked f o r 

7 t h a t and you were granted t h a t . Why go t o the w e l l s t o 

8 prove t h i s ? So why are you not asking f o r a leaseline? 

9 MR. RANKIN: One of the issues, 

10 Mr. Examiner, was, i n the o r i g i n a l a p p l i c a t i o n i n 1993, 

11 the i n j e c t i o n i n t e r v a l -- the i n j e c t i o n p a t t e r n was 

12 d i f f e r e n t . The current i n j e c t i o n p a t t e r n does not --

13 t h a t i s being proposed now i s d i f f e r e n t . 

14 EXAMINER EZEANYIM: So t h a t ' s been 

15 eliminated? 

16 MR. RANKIN: At the time, i t was necessary 

17 t o e s t a b l i s h a l e a s e l i n e agreement. That's no longer 

18 the case, because the proposal has changed. And so j u s t 

19 t o be c l e a r f o r the record, I t h i n k Mr. Choi has 

20 i n d i c a t e d t h a t there i s no need f o r a l e a s e l i n e 

21 agreement under the current p a r t n e r s h i p [ s i c ] . 

22 Q. (BY EXAMINER EZEANYIM) So, Mr. Choi, on t h i s 

23 I don't know. I know you looked at the previous order. 

24 You have, r i g h t , most of the w e l l s here t h a t were 

25 approved, about 48 a d d i t i o n a l w e l l s . There are 48, 
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1 r i g h t ? 

2 MR. RANKIN: Yeah. I don't have the number 

3 o f f the top of my head. 

4 EXAMINER EZEANYIM: Yeah, i t says 48. 

5 What i s happening w i t h those wells? Are 

6 you going t o -- what are you doing w i t h them? These 

7 w e l l s t h a t are i n the area of review, e s p e c i a l l y . We 

8 took care of B [ s i c ] w i t h somebody here, but I'm 

9 concerned about those w e l l s . What i s happening w i t h 

10 them? 

11 A. Mr. Examiner, I'm not f a m i l i a r w i t h t h a t time 

12 frame, since I was not a production engineer at t h a t 

13 time. However, I would l i k e t o ask one of our -- our 

14 r e s e r v o i r engineer. He i s very f a m i l i a r w i t h t h a t 

15 subject. 

16 MR. RANKIN: Mr. Ezeanyim, Mr. Pecore would 

17 be b e t t e r able --

18 EXAMINER EZEANYIM: Who? 

19 MR. RANKIN: Mr. Pecore, who pr e v i o u s l y 

20 t e s t i f i e d . 

21 Q. (BY EXAMINER EZEANYIM) I'm going t o be asking 

2 2 t h a t some of these w e l l s -- i s t h a t are they 

2 3 incorporated i n t o the i n t o the Form C-10 8 i n the area of 

24 review. There are some of them t h a t you are supposed 

25 t o have d r i l l e d . Maybe I d i d n ' t read them at the time. 

PAUL BACA PROFESSIONAL COURT REPORTERS 
0f29e04c-e5ec-4eac-b4cd-c1eb597c5da6 



Page 86 

1 Some of them t h a t are d r i l l e d , t h a t were converted t o 

2 are they p a r t of the area of review? I t h i n k you should 

3 have looked at t h i s order t o see what you want t o 

4 advise. And t h a t ' s what I'm l o o k i n g a t . I'm look i n g at 

5 i f they are contained w i t h i n the area of review. Then I 

6 can take i t and see what goes on. When I look at the 

7 area of review, what i s there, I have a bunch of them 

8 a c t i v e , r i g h t ? 

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

10 Q. Some of them t h a t have been plugged and 

11 abandoned. 

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

13 Q. Do you have t e m p o r a r i l y abandoned wells? 

14 A. We do have a few of them. 

15 Q. Two of them? 

16 A. A few of them. 

17 Q. Okay. And they're a l l here? 

18 A. Yes. 

19 Q. I t h i n k what I might have t o do i s t o look at 

20 t h a t . I w i l l have time t o look at the Form C-108. We 

21 may ask t h a t you send i t t o us, you know, because 

22 without reviewing i t , I may have a l o t of questions. I 

23 would l i k e t o have t h a t t o make a determination on t h i s . 

24 MR. RANKIN: Mr. Examiner, j u s t t o be 

25 c l e a r , you would l i k e some a d d i t i o n a l i n f o r m a t i o n on 
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1 which wells? 

2 EXAMINER EZEANYIM: No, I haven't s a i d 

3 t h a t . I have t o look a t i t . This i s the f i r s t time I'm 

4 look i n g at i t . I f we need more i n f o r m a t i o n , we w i l l 

5 request more i n f o r m a t i o n . 

6 MR. RANKIN: Of course. Yes. Yes. 

7 EXAMINER BROOKS: I t h i n k the b i g t h i n g we 

8 w i l l need t o deal w i t h i s E x h i b i t Number 4, i s an 

9 enlarged copy, because I t h i n k i t ' s wholly unreadable at 

10 t h i s size f o r people of our age. Perhaps people your 

11 age can read i t . 

12 MR. RANKIN: We'll submit a e l e c t r o n i c 

13 format v e r s i o n , so you'11 be able t o read i t . 

14 EXAMINER BROOKS: Okay. That w i l l be 

15 h e l p f u l . 

16 MR. RANKIN: Add up the w e l l s and provide 

17 some t o t a l on the w e l l s on a l a r g e r scale. 

18 EXAMINER EZEANYIM: Yeah. When you do 

19 t h a t , you also -- at the top, you have 20 plugged and 

2 0 abandoned w e l l s , 5 TAs and the r e s t a c t i v e , you know, so 

21 t h a t I can .go back there and look at those, because I'm 

22 p r i m a r i l y concerned about the plugged and abandoned 

23 w e l l s . We don't want those w e l l s t o be conduits, you 

24 know, i n the f l u i d up hole. And then the TA'd we l l s , 

25 too; we need t o see those, and the diagrams. 
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1 I t h i n k we went through a l l the water 

2 ana l y s i s and everything. I t h i n k we are ready t o go. 

3 And i f you can give us t h a t i n f o r m a t i o n -- give us 

4 i n f o r m a t i o n on your economic a n a l y s i s . 

5 MR. RANKIN: To be c l e a r , the two thin g s 

6 you're l o o k i n g f o r i s the economic and -- supplemental 

7 i n f o r m a t i o n on the economic an a l y s i s , and then the --

8 EXAMINER EZEANYIM: On the area of review. 

9 MR. RANKIN: -- and E x h i b i t Number 4, tab 

10 number four? 

11 EXAMINER EZEANYIM: Yes. So we can begin 

12 t o look at i t and see. I f we need more i n f o r m a t i o n , 

13 we'11 l e t you know. 

14 MR. RANKIN: That sounds f i n e , 

15 Mr. Examiner. 

16 Also, Mr. Examiner, I had w r i t t e n down t h a t 

17 you were hoping t o get a look at the l e t t e r t h a t was 

18 released on several of the B w e l l s from --

19 EXAMINER EZEANYIM: I got i t . Mr. Pecore 

20 gave i t t o me, yes. I d i d get i t . I haven't read i t . 

21 EXAMINER BROOKS: Okay. I have nothing 

22 f u r t h e r . 

23 Do you have anything f u r t h e r of the 

24 witness? 

25 MR. RANKIN: Nothing f u r t h e r f rom me. 
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EXAMINER BROOKS: The witness may 

2 stand down. 

3 Anything f u r t h e r otherwise from the 

4 witnesses? 

5 MR. RANKIN: Nothing f u r t h e r , Mr. Examiner. 

6 Mr. Examiner, before we close, would you 

7 

8 

l i k e a d d i t i o n a l i n f o r m a t i o n on the E x h i b i t A w e l l s from 

the order? Mr. Pecore, I t h i n k , can address the status 

9 of some of those w e l l s from the o r i g i n a l order, i f you'd 

10 l i k e t o handle t h a t now. 

11 EXAMINER EZEANYIM: Okay. What was the 

12 question again? 

13 MR. RANKIN: You had i n d i c a t e d some 

14 i n t e r e s t i n the current s t a t u s of the we l l s from the 

15 o r i g i n a l order. 

16 EXAMINER EZEANYIM: Yeah. 

17 MR. RANKIN: Mr. Pecore would be able t o 

18 address t h a t now i f you'd l i k e . 

19 EXAMINER EZEANYIM: He's the examiner, 

20 so 

21 EXAMINER BROOKS: Well, i f you would l i k e 

22 t o hear, I w i l l r e c a l l him. 

23 EXAMINER EZEANYIM: Yeah, I would l i k e t o 

24 hear t h a t . 

25 EXAMINER BROOKS: Recall Mr. Pecore f o r 
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1 t h i s purpose. 

2 DOUGLAS W. PECORE, 

3 a f t e r having been p r e v i o u s l y sworn under oath, was 

4 r e c a l l e d and t e s t i f i e d as f o l l o w s : 

5 THE WITNESS: So you are r i g h t . There are 

6 nine w e l l s t h a t were i d e n t i f i e d on t h a t order t h a t were 

7 current wellbores t h a t were i n l i n e t o be converted t o 

8 i n j e c t i o n . Only s i x of those were able t o be converted. 

9 But t h a t was the nine t h a t you saw i n there, and then 

10 there are an a d d i t i o n a l 39 w e l l proposals f o r new 

11 d r i l l s , adding up t o the 48. You 1 re c o r r e c t about t h a t . 

12 Those 39 proposed w e l l s were never d r i l l e d because the 

13 proposed -- i n t h a t order, the proposed i n v e r t e d 

14 f i v e - s p o t p a t t e r n was never r e a l i z e d . So those w e l l s 

15 were never d r i l l e d , and, t h e r e f o r e , they won't be i n the 

16 C-108. But a l l the w e l l s t h a t were d r i l l e d are i n the 

17 C-108. 

18 EXAMINER EZEANYIM: Thank you very much. 

19 Of course, you know I'm going t o be curious what's 

20 happening w i t h those w e l l s . Were they d r i l l e d ? Were 

21 they converted? I don't know what's happening w i t h 

22 those w e l l s . This i s an order. So thank you f o r 

23 c l a r i f y i n g t h a t . The w e l l s were never d r i l l e d . 

24 THE WITNESS: Okay. 

25 EXAMINER EZEANYIM: Except 11 t h a t you have 
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1 d r i l l e d now f o r t h i s p a r t i c u l a r p r o j e c t . 

2 THE WITNESS: That i s c o r r e c t . And t h e 

3 p a t t e r n s a r e -- are n o t i n v e r t e d f i v e spot l i k e we had 

4 o r i g i n a l l y p l a n n e d, b ut t h e y ' r e a l i t t l e b i t l a r g e r . 

5 EXAMINER EZEANYIM: R i g h t . Okay. Very 

6 good. Thank you f o r t h a t . 

7 EXAMINER BROOKS: A n y t h i n g f u r t h e r from t h e 

8 a t t o r n e y s ? 

9 MS. MUNDS-DRY: No, s i r . 

10 EXAMINER BROOKS: Very good. S u b j e c t t o 

11 t h e m a t t e r s t h a t we've t a l k e d about by way o f 

12 s u p p l e m e n t a t i o n , so t h e y ' r e on t h e r e c o r d , Case Number 

13 14964 w i l l be t a k e n under advisement. 

14 And t h i s h e a r i n g stands a d j o u r n e d . 

15 {Case Number 14964 concludes, 3:37 p.m.) 

16 

17 

18 

19 

20 

21 

22 

23 

24 
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