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WHEREUPON, the f o l l o w i n g proceedings were had a t 

1:20 p.m.: 

EXAMINER BROOKS: Okay, we have a f u l l s t a f f 

again now, and a t t h i s time we w i l l c a l l Case Number 

13,961, A p p l i c a t i o n of Chevron USA, I n c . , f o r amendment of 

D i v i s i o n Order Number R-4442, as amended, t o au t h o r i z e a 

t e r t i a r y recovery p r o j e c t by the i n j e c t i o n of carbon 

d i o x i d e i n i t s Vacuum-Grayburg-San Andres Pressure 

Maintenance P r o j e c t Area, approval of amendment of the 

cooperative water i n j e c t i o n agreement between the Central 

Vacuum U n i t and the Vacuum-Grayburg-San Andres U n i t , Lea 

County, New Mexico. 

C a l l f o r appearances. 

MR. CARR: May i t please the Examiner, my name i s 

W i l l i a m F. Carr w i t h the Santa Fe o f f i c e of Holland and 

Hart, L.L.P. We represent Chevron USA, I n c . , i n t h i s 

matter, and I have three witnesses. 

EXAMINER BROOKS: You may proceed. 

MR. CARR: Mr. Examiner, j u s t by way of an 

i n t r o d u c t o r y statement, as you may be aware, back i n 1972 

the D i v i s i o n approved wat e r f l o o d operations i n the Vacuum-

Grayburg-San Andres U n i t . That was done by Order R-4442. 

I n two thousand and — and wat e r f l o o d operations have been 

conducted i n the u n i t area since approval i n 1972. 

I n 2001, Texaco appeared before the OCD. At t h a t 
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time they were the u n i t operator, and they obtained an 

order, R-4442-A, which authorized implementation of a 

t e r t i a r y recovery p r o j e c t i n t h i s u n i t by i n j e c t i o n of C02. 

The order was never acted on by Texaco and expi r e d of i t s 

own terms. 

The property has now been acquired by Chevron, 

and they seek approval now t o do b a s i c a l l y what was 

approved back i n 2001. They seek a u t h o r i z a t i o n t o 

implement a t e r t i a r y recovery p r o j e c t . They're l o o k i n g a t 

the same area t h a t was involved i n the Texaco case, they're 

l o o k i n g f o r the same pressure increases t h a t were approved 

i n t h a t case, and t h i s A p p l i c a t i o n covers the same w e l l s 

t h a t were addressed i n the case back i n 2 001. B a s i c a l l y we 

seek t o r e i n s t a t e t h a t order. 

Since t h a t order, several t h i n g s have happened. 

There have been w e l l s d r i l l e d and w e l l s plugged, and we 

have submitted t o you and f i l e d w i t h our A p p l i c a t i o n the 

o r i g i n a l C-108. Our witnesses w i l l show t h a t they have 

checked t h a t and confirmed t h a t the data i n the o r i g i n a l 

C-108 remains accurate. 

We also f i l e d w i t h our prehearing statement some 

supplemental i n f o r m a t i o n . That i n f o r m a t i o n makes 

ev e r y t h i n g t h a t i s now before you complete. And so we 

be l i e v e we have a l l i n f o r m a t i o n r e q u i r e d before the 

D i v i s i o n a t t h i s time. 
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Since the o r i g i n a l approval, several other t h i n g s 

happened t h a t , as we s t a r t e d working on t h i s s u r p r i s e d us. 

We discovered there had been some a d m i n i s t r a t i v e orders 

entered t h a t approved the a d d i t i o n of w e l l s t o t h i s 

p r o j e c t , a d d i t i o n a l i n j e c t i o n w e l l s . When we were here a 

week ago we had one. We now have t h r e e . 

But what happened was, a p p l i c a t i o n s were f i l e d t o 

add i n j e c t i o n w e l l s t o the p r o j e c t — they were approved by 

a d m i n i s t r a t i v e orders — and these orders referenced a 

t e r t i a r y recovery p r o j e c t . There i s none. These orders 

referenced the higher pressure t h a t was auth o r i z e d i n those 

o r i g i n a l cases. 

But you need t o know, these w e l l s have never been 

used f o r anything but water i n j e c t i o n . And the o r i g i n a l 

w a t e r f l o o d order authorized the a d d i t i o n , you know, of 

a d d i t i o n a l i n j e c t i o n w e l l s t o the p r o j e c t by a d m i n i s t r a t i v e 

process. 

And so i n a d d i t i o n t o j u s t r e i n s t i t u t i n g the 

p r i o r a u t h o r i t y t h a t t h i s D i v i s i o n gave Texaco, we are 

going t o ask the D i v i s i o n t o c l a r i f y those a d m i n i s t r a t i v e 

orders, recognizing they were only f o r w a t e r f l o o d 

operations. And then beyond t h a t , i f these w e l l s are 

needed f o r C02 i n j e c t i o n , there w i l l be separate 

a d m i n i s t r a t i v e a p p l i c a t i o n f i l e d a t a l a t e r date, a f t e r you 

dispose of the A p p l i c a t i o n t h a t i s pending before you. 
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I don't have the docket before me. We had also 

— we're going t o request approval of the i n c e n t i v e t a x 

r a t e under the Enhanced O i l Recovery Act. And when you 

c a l l e d the case I d i d not hear t h a t . 

EXAMINER BROOKS: And I don't b e l i e v e t h a t t h e r e 

i s a case f o r t h a t set — 

MR. CARR: Okay. 

EXAMINER BROOKS: — because — 

MR. CARR: And what we would do, Mr. Examiner, i f 

i t ' s acceptable t o the two of you, i s , we do have t h a t 

a p p l i c a t i o n as our l a s t e x h i b i t , and we would go ahead and 

present t h a t . And then i f , i n f a c t , we need t h a t 

a u t h o r i z a t i o n we would f i l e a separate a p p l i c a t i o n and ask 

t h a t you incorporate t h i s record a t t h a t time. 

EXAMINER BROOKS: Okay, I would t h i n k t h a t would 

be reasonable under the circumstances. 

MR. CARR: And I have three witnesses who need t o 

be sworn. 

EXAMINER BROOKS: Okay. Hopefully the time when 

you w i l l need t h a t w i l l never come. 

MR. CARR: Hopefully i t never w i l l . We were 

concerned, though, t h a t i f we d i d n ' t ask f o r i t , t h a t might 

be the f a c t t h a t would mean someday we would need i t , so... 

EXAMINER BROOKS: Okay, w i l l the witnesses stand 

and s t a t e t h e i r names? 

STEVEN T. 
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MR. PEQUENO: My name i s Daniel Pequeno. 

MR. INGRAM: I'm Scott Ingram. 

MR. BRUGGER: I'm Brent Brugger. 

EXAMINER BROOKS: Please swear the witnesses. 

(Thereupon, the witnesses were sworn.) 

EXAMINER BROOKS: C a l l your f i r s t witness. 

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

c a l l Daniel Pequeno. 

DANIEL PEQUENO. 

the witness h e r e i n , a f t e r having been f i r s t d u l y sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e your f u l l name f o r the record, 

please? 

A. Daniel Pequeno. I t s p e l l s out as P-e-q-u-e-n-o. 

Q. Mr. Pequeno, where do you reside? 

A. Midland, Texas. 

Q. By whom are you employed? 

A. Chevron. 

Q. And what i s your p o s i t i o n w i t h Chevron? 

A. I'm a land r e p r e s e n t a t i v e on the Vacuum team. 

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

Mexico O i l Conservation Division? 

A. Yes, I have. 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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Q. And how long ago was that? 

A. I n the l a t e 1990s when I used t o work w i t h Mobil. 

Q. Would you summarize your educational background 

and work experience f o r the Examiners? 

A. Okay, I have a BBA i n marketing from Texas A&I 

U n i v e r s i t y , I am a c e r t i f i e d p r o f e s s i o n a l landman and also 

an environmental s i t e assessor. 

Q. And you're the landman who has been working on 

t h i s p r o j e c t f o r Chevron? 

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

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 on 

behalf of Chevron i n t h i s case? 

A. Yes, s i r . 

Q. And are you f a m i l i a r w i t h the s t a t u s of the lands 

i n the Vacuum-Grayburg-San Andres U n i t area? 

A. Yes, I am. 

MR. CARR: We tender Mr. Pequeno as an expert 

witness i n petroleum land matters. 

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

Q. (By Mr. Carr) Mr. Pequeno, would you b r i e f l y 

summarize what i t i s t h a t Chevron seeks w i t h t h i s 

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

A. Today we are seeking an amendment of D i v i s i o n 

Order R-4442, dated November 27, 1972. This order approved 

the Vacuum-Grayburg-San Andres Uni t — excuse me, San 

STEVEN T. BRENNER, CCR 
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Andres pressure maintenance p r o j e c t i n the Vacuum-Grayburg-

San Andres U n i t . 

We want t o amend t h i s order t o a u t h o r i z e the 

implementation of a t e r t i a r y recovery p r o j e c t by the 

i n j e c t i o n of carbon dioxide i n the Vacuum-San Andres U n i t 

area. 

And t o do t h i s , we want t o increase the maximum 

surface i n j e c t i o n pressure f o r water i n c e r t a i n i n j e c t i o n 

w e l l s t o 1850 pounds, provided t h i s pressure can be 

increased f o l l o w i n g s t e p - r a t e t e s t s , and secondly t o 

provide f o r the d i f f e r e n c e s i n d e n s i t y of C02 by p e r m i t t i n g 

the i n j e c t i o n of C02 t o be conducted a t a maximum of 350 

pounds — p . s . i . , above the allowed surface water i n j e c t i o n 

pressure, not t o exceed the 1850 pounds mentioned before, 

and pursuant t o those step r a t e t e s t s . 

Now as Mr. Carr alluded e a r l i e r , t h i s p r o j e c t was 

pr e v i o u s l y approved f o r C02 i n j e c t i o n when the u n i t was 

owned by Texaco Ex p l o r a t i o n and Production, I n c . , under 

Order R-442-A [ s i c ] , and what Chevron i s proposing today i s 

the same p r o j e c t . 

Q. Mr. Pequeno — 

EXAMINER BROOKS: Excuse me, the order number — 

What was the order number of the 1972 order? 

THE WITNESS: R-442 [ s i c ] . 

EXAMINER BROOKS: 442. 

STEVEN T. BRENNER, CCR 
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EXAMINER BROOKS: Just 442, okay. 

THE WITNESS: Three 4s and a 2. 

EXAMINER BROOKS: Thank you. 

Q. (By Mr. Carr) Mr. Pequeno, Chevron w i l l c a l l an 

engineering witness t o present the testimony concerning the 

request t o increase pressure; i s t h a t c o r r e c t ? 

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

Q. L e t 1 s go t o what has been marked Chevron E x h i b i t 

Number 1. Would you i d e n t i f y t h a t and review i t f o r Mr. 

Brooks and Mr. Jones? 

A. Okay. The E x h i b i t Number 1 — does everybody 

have i t ? — i s the u n i t i z e d acreage i n the Vacuum f i e l d f o r 

the Grayburg-San Andres i n Lea County, New Mexico. I n the 

map you see i n tan — e i t h e r gold or tan — the u n i t s owned 

by Chevron. Slated i n the s l i g h t blue or greenish i s the 

P h i l l i p s East Vacuum. And then you have your State 35 Un i t 

i n t he middle. Then the other w a t e r f l o o d u n i t s are 

surrounding the map the r e . 

The three u n i t s t h a t Chevron owns, the one t h a t 

we're proposing the C02 p r o j e c t f o r i s the one i n the 

middle. And the C02 p r o j e c t s c u r r e n t l y approve an 

oper a t i n g — a c t i v e operations, i s the East Vacuum U n i t , 

the Central Vacuum U n i t , operated by Chevron, and the State 

U n i t 35. 

STEVEN T. BRENNER, CCR 
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Q. On t h i s e x h i b i t we show the State 35 U n i t as 

being operated by P h i l l i p s ? 

A. Yes, we need t o make a note here t h a t the 

operator, the cu r r e n t operator of t h a t u n i t , i s McGowan 

Working Partners — Working I n t e r e s t s , Incorporated. 

Q. Now the p l a t shows P h i l l i p s , but when you 

provided n o t i c e you d i d n o t i f y McGowan, d i d you not? 

A. Yes, we provided proper n o t i c e t o McGowan. 

Q. I s what Chevron seeks i n t h i s case c o n s i s t e n t 

w i t h the C02 floods t h a t are authorized i n o f f s e t t i n g C02 

floods? 

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

Q. Could you i d e n t i f y what has been marked as 

Chevron E x h i b i t 2? 

A. Okay, E x h i b i t 2 i s an amendment t o the 

cooperative water i n j e c t i o n agreement f o r C02. This 

E x h i b i t 2 i s — i t governs the cooperative water i n j e c t i o n 

between the Central Vacuum Unit and the Vacuum-Grayburg-San 

Andres U n i t f o r the l e a s e l i n e w e l l s . 

And as we have s t a t e d before, the Central Vacuum 

U n i t i s under CO — i t ' s an approved C02 t h a t was done back 

by Order R-5530-E, dated A p r i l 30th, 1997. And both of 

those u n i t s are operated by Chevron. 

Q. This amendment r e a l l y i s j u s t t o amend the 

l e a s e l i n e agreement t o authorize the i n j e c t i o n of C0 2; i s 

STEVEN T. BRENNER, CCR 
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t h a t not — 

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

Q. And the agreement — t h i s very same amendment was 

approved back by Order R-4442-A f o r Texaco? 

A. Yes, s i r , under Finding Number 8 under t h a t 

order. 

MR. CARR: Mr. Examiner, the order approving t h i s 

l e a s e l i n e i n j e c t i o n agreement i s the order t h a t terminated 

of i t s own — expired of i t s own terms. And so the reason 

we're asking you t o re-approve t h a t i s j u s t t o be sure t h a t 

we have ev e r y t h i n g back i n place a t the conclusion of t h i s 

hearing. 

Q. (By Mr. Carr) Mr. Pequeno, when was the Vacuum-

Grayburg-San Andres u n i t formed? 

A. Okay, i t was formed on — Let's see, the u n i t was 

approved by D i v i s i o n Order R-4433, dated November 27th, 

1972, and i s operated by Chevron. 

Q. And when d i d wa t e r f l o o d operations commence? 

A. Waterflood operations have been conducted i n the 

u n i t area since 1973, pursuant t o t h a t D i v i s i o n Order 

R-4442. 

Q. Does the u n i t agreement provide f o r C02 f l o o d i n g ? 

A. Yes, i t does. 

Q. And i s Chevron E x h i b i t Number 3 a copy of t h a t 

u n i t ? 

STEVEN T. BRENNER, CCR 
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A. That i s c o r r e c t . 

Q. How many acres are i n the u n i t area? 

A. 1486 acres. 

Q. And what i s the character of the land i n the u n i t 

area? 

A. They're 100-percent s t a t e lands. 

Q. And does Chevron own 100 percent of the working 

i n t e r e s t i n the u n i t ? 

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

Q. I s Chevron E x h i b i t Number 4 an a f f i d a v i t 

c o n f i r m i n g t h a t n o t i c e of t h i s hearing has been provided i n 

accordance w i t h the Rules of the O i l Conservation D i v i s i o n ? 

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

Q. And t o whom was n o t i c e provided? 

A. To a l l leaseholders w i t h i n a h a l f a m i l e of a 

proposed i n j e c t i o n w e l l , the surface owner of each t r a c t on 

which an i n j e c t i o n w e l l i s t o be located, and a l l o f f s e t 

operators. 

Q. Could you i d e n t i f y Chevron E x h i b i t 5? 

A. E x h i b i t 5 i s a waiver l e t t e r from the State Land 

O f f i c e . 

MR. CARR: And Mr. Examiner, w i t h the o r i g i n a l 

m a i l o u t we d i d not n o t i f y the Commissioner of Pub l i c Lands. 

When the case was continued we d i d , but i t was one day l a t e 

j u s t because of the way the t i m i n g worked out, and so we 

STEVEN T. 
(505) 

BRENNER, CCR 
989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

15 

have obtained a waiver from the Commissioner of Pub l i c 

Lands, j u s t t o c l a r i f y t h a t they are n o t i c e d and do not 

oppose the A p p l i c a t i o n . 

EXAMINER BROOKS: Thank you. 

Q. (By Mr. Carr) Mr. Pequeno, w i l l Chevron c a l l 

g e o l o g i c a l and engineering witnesses t o review the 

t e c h n i c a l p o r t i o n s of the case? 

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

Q. Were Chevron E x h i b i t s 1 through 5 e i t h e r prepared 

by you, or have you reviewed them and can you con f i r m t h e i r 

accuracy? 

A. Yes. 

MR. CARR: At t h i s time we would move the 

admission i n t o evidence of Chevron E x h i b i t s 1 through 5. 

EXAMINER BROOKS: 1 through 5 are admitted. 

MR. CARR: That concludes my d i r e c t examination 

of Mr. Pequeno. 

EXAMINATION 

BY EXAMINER BROOKS: 

Q. Okay, on t h i s l i s t of people t h a t you n o t i f i e d do 

you have the i n f o r m a t i o n a v a i l a b l e as t o what the 

r e l a t i o n s h i p of each one i s t o the — what the reason i s 

why each one was given notice? 

A. They're l i s t e d on — l e t me — 

MR. CARR: We have — Mr. Examiner, we have the 
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l i s t , obviously. I ' d be happy t o , i f you want, provide 

a f t e r the hearing a rev i s e d l i s t t h a t j u s t t i e s t h e i r names 

t o i n d i v i d u a l t r a c t s and u n i t s . 

EXAMINER BROOKS: That would be h e l p f u l — 

MR. CARR: Okay. You know, we — 

EXAMINER BROOKS: — t h a t w i l l speed matters up. 

MR. CARR: I t w i l l , and — We o f f s e t t he Central 

Vacuum U n i t and th i n g s t h a t are operated by Chevron, but we 

have checked t o confirm t h a t when the r e are d i f f e r e n c e s i n 

ownerships they've been n o t i f i e d , and I w i l l p r ovide you 

a f t e r the hearing — I ' l l go back and from our notes send 

you j u s t a re v i s e d E x h i b i t A t h a t i d e n t i f i e s those i n t e r e s t 

owners by t r a c t . 

EXAMINER BROOKS: That would be acceptable. 

MR. CARR: Okay. 

EXAMINER BROOKS: Okay, I have no other questions 

f o r t h i s witness? 

Mr. Jones? 

EXAMINATION 

BY EXAMINER JONES: 

Q. I have only one question — 

A. Okay. 

Q. — Mr. Pequeno. The Vacuum-Grayburg i s s t i l l 

100-percent — 

A. The Vacuum-Grayburg, yes, s i r . 
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Q. — 100-percent operated — owned and operated 

by — 

A. That's r i g h t . Chevron i s the sole operator. 

Q. And then you s t i l l want the l e a s e l i n e agreement 

w i t h the Central Vac f o r those i n j e c t i o n w e l l s , r i g h t ? 

A. Yes. 

Q. And what about any l e a s e l i n e agreements f o r 

i n j e c t i o n w e l l s w i t h the State 35 f o r the West Vacuum Unit? 

You're not going t o put any i n j e c t i o n w e l l s t o c o n t a i n t h a t 

C02 along the lease l i n e ? 

A. They are i n place, those — 

Q. Oh, they are? 

A. — are the — Yes. They're not covered i n t h i s , 

t hey're covered under a d i f f e r e n t l e a s e l i n e agreement. 

Q. Okay. 

A. Uh-huh. 

Q. And t h a t doesn't need t o be r e s t a t e d or anything? 

A. Okay. No. 

Q. No — 

A. No. 

EXAMINER JONES: Thank you. 

EXAMINER BROOKS: Thank you. 

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

c a l l Scott Ingram. He's our g e o l o g i c a l witness. 

EXAMINER BROOKS: Okay. 

STEVEN T. BRENNER, CCR 
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SCOTT M. INGRAM. 

the witness h e r e i n , a f t e r having been f i r s t d u l y sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e your name f o r the record, please? 

A. Yes, Scott McCoy Ingram. 

Q. Mr. Ingram, where do you reside? 

A. I n Midland, Texas. 

Q. By whom are you employed? 

A. Chevron. 

Q. And what i s your p o s i t i o n w i t h Chevron? 

A. I'm a senior s t a f f g e o l o g i s t and Vacuum p r o j e c t 

manager. 

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

Conservation D i v i s i o n ? 

A. No, I haven't. 

Q. Could you summarize f o r the Examiners your 

educational background and then review your work 

experience? 

A. Yes, I've got a bachelor's i n science i n geology 

from Texas Tech U n i v e r s i t y i n 1979, and I've worked since 

then f o r Gulf, Chevron, ChevronTexaco, and now Chevron 

again, 28 years i n the i n d u s t r y , 2 0 of which has been i n 

p a r t or i n f u l l i n assignments r e l a t e d t o southeast New 
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Mexico. 

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 i n 

t h i s case on behalf of Chevron? 

A. Yes, I am. 

Q. Are you f a m i l i a r w i t h Chevron's plans t o 

implement a t e r t i a r y recovery p r o j e c t i n a p o r t i o n of the 

Vacuum-Grayburg-San Andres Unit? 

A. Yes, I am. 

Q. Have you reviewed the C-108 A p p l i c a t i o n t h a t was 

f i l e d i n 2001 by Texaco? 

A. Yes, I've reviewed t h a t , i n p a r t i c u l a r the 

g e o l o g i c a l components and the well - d a t a sheets, and I was a 

p a r t of preparing the subsequent i n f o r m a t i o n f o r t h i s 

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

Q. Based on your review, was the data t h a t was f i l e d 

by Texaco i n 2001 accurate? 

A. Yes, i t i s . 

Q. And you're going t o be presenting, a c t u a l l y , some 

of the same e x h i b i t s t h a t were used by Texaco a t t h a t time? 

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

Q. And based on your review, do they a c c u r a t e l y 

d e p i c t the formation and r e s e r v o i r ? 

A. Yes, they do. 

Q. And you have made a g e o l o g i c a l study on your own 

of t h i s area? 
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A. Yes, I have. 

Q. And you're prepared t o share the r e s u l t s of t h a t 

work w i t h the Commission? 

A. Yes. 

MR. CARR: We tender Mr. Ingram as an expert i n 

petroleum geology. 

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

MR. CARR: Mr. Ingram, could you r e f e r t o what 

has been marked Chevron E x h i b i t Number 6, i d e n t i f y i t and 

review i t f o r the Examiners? 

A. Yes, t h i s i s the type l o g s e c t i o n f o r the Vacuum-

Grayburg-San Andres Un i t . I t ' s got the depth references 

t h a t are included i n the u n i t agreement. I t includes 

p o r t i o n s of the Grayburg and San Andres formations making 

up the u n i t i z e d i n t e r v a l . I t ' s roughly 900 f o o t i n 

thi c k n e s s , and i t has s t r a t i g r a p h i c markers i n i t of the 

Grayburg and San Andres. 

Q. And based on your review and as y o u ' l l show w i t h 

l a t e r e x h i b i t s , these are the same zones t h a t r e a l l y go 

across t h i s area; i s n ' t t h a t correct? 

A. Yes. 

Q. Let's go t o what has been marked — Before we go 

t o t h a t , why don't you describe f o r the Examiner g e n e r a l l y 

the c h a r a c t e r i s t i c s of the Grayburg-San Andres formation i n 

the area? 
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A. Okay, the Grayburg and San Andres se c t i o n s here 

are c y c l i c a l carbonate deposits w i t h some ev a p o r i t e s , some 

sandstones. They were deposited on a Permian/Guadalupian-

age s h e l f margin t h a t we c a l l the Northwest Shelf. The 

terminate as you go t o the south i n t o the Delaware Basin 

and t r a n s i t i o n i n t o t h e i r b a s i n a l e q u i v a l e n t s . They're 

s t r a t i g r a p h i c a l l y continuous along the s t r i k e and 

term i n a t e , as I sai d , as you go i n t o the — d i p i n t o the 

Basin. 

Q. Let's go t o E x h i b i t 7. Would you i d e n t i f y and 

review t h a t ? 

A. Okay, t h i s i s a s t r u c t u r e map on top of the San 

Andres. I t was chosen — i t ' s i n the middle of the 

u n i t i z e d i n t e r v a l . I t ' s an e a s i l y c o r r e l a t a b l e marker, so 

i t ' s very easy t o c o r r e l a t e , e s p e c i a l l y along s t r i k e . 

You can see t h a t we're a t the s t r u c t u r a l c r e s t , 

the l o c a l i z e d s t r u c t u r a l c r e s t i n the east p o r t i o n of the 

Vacuum-Grayburg-San Andres U n i t , a t subsea depths of about 

2 00 f o o t subsea, and as you go t o the southwest we f a l l 

q u i c k l y i n t o the Delaware Basin, and the same hori z o n i s 

encountered a t subsea depths as deep as 800-foot subsea. 

Contour i n t e r v a l i s 25 f e e t . 

Q. And t h i s i s an e x h i b i t t h a t was presented by 

Texaco a t the l a s t hearing? 

A. That i s c o r r e c t . 
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Q. Do you believe t h i s a ccurately d e p i c t s the 

s t r u c t u r e i n the area of i n t e r e s t ? 

A. Yes, I've created s i m i l a r s t r u c t u r e maps, and 

they show the same character. 

Q. Let's go t o what has been marked Chevron E x h i b i t 

Number 8. Would you j u s t i d e n t i f y t h i s , please? 

A. Yes, t h i s i s j u s t a cross-section index map. I t 

shows an east-west cross-section, which I ' l l c a l l a s t r i k e 

s e c t i o n , along the s t r i k e of the horizons, and then a 

north-south s e c t i o n , which i s a d i p s e c t i o n . 

Q. Okay, l e t ' s go t o those cross-sections. Let's go 

t o Chevron E x h i b i t 9, the east-west s t r u c t u r a l cross-

s e c t i o n . 

A. This i s a s t r u c t u r a l c r o s s - s e c t i o n r e f l e c t i n g 

t h a t as we go t o the east, we're g a i n i n g on s t r u c t u r e . 

I've chosen t o h i g h l i g h t the Grayburg dolomite, j u s t t o 

make the r e l a t i v e s t r u c t u r e more obvious from a g r e a t e r 

d i s t a n c e . 

You can see on the l e f t of each w e l l t r a c e 

there's the gamma-ray l o g , and on the r i g h t i s a p o r o s i t y 

l o g . We've h i g h l i g h t e d the p o r o s i t y above 6 percent t o 

show t h a t there's q u i t e a b i t of net p o r o s i t y through the 

s e c t i o n , f a i r l y continuous p o r o s i t y , a l o t of net pay, and 

i t makes f o r a very good f l o o d and C02 t a r g e t . 

Q. Let's go, then, and look a t the north-south 
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s t r u c t u r a l c ross-section, E x h i b i t Number 10. 

A. This e x h i b i t , again, i s a north-south s t r u c t u r a l 

c r o s s - s e c t i o n . I t s t a r t s a t the l e f t , the nor t h e r n end of 

the c r o s s - s e c t i o n , a c t u a l l y i n the Central Vacuum U n i t 

which we're contiguous w i t h , and you see the d i p as we go 

t o the south or t o the r i g h t of the c r o s s - s e c t i o n , as we 

dipped i n t o the Basin. 

The p o r o s i t y i s again q u i t e continuous through 

t w o - t h i r d s of t h i s cross-section. As you see as we get t o 

the r i g h t , as we s t a r t t o f a l l i n t o the Delaware Basin, the 

p o r o s i t y becomes less continuous, the r e s e r v o i r q u a l i t y 

degrades. 

Q. These two cross-sections show c o n t i n u i t y of the 

r e s e r v o i r across the area of i n t e r e s t ? 

A. Yes, they do. 

Q. And i t demonstrates a good candidate f o r a C02 

flood? 

A. A very good candidate f o r a C02 f l o o d . 

Q. And why does Chevron seek t o implement the C02 

f l o o d a t t h i s time? 

A. Well, because we've seen very good response t o 

C02 i n the Central Vacuum u n i t adjacent t o us. This i s 

e s s e n t i a l l y a stepout or a c o n t i n u a t i o n of t h a t C02 

p r o j e c t , and i t ' s continuous w i t h our — i t ' s a core 

p r o p e r t y , and t h i s i s consi s t e n t w i t h our corporate 
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s t r a t e g y t o develop t e r t i a r y reserves. 

Q. Mr. Ingram, w i l l Chevron c a l l an engineering 

witness t o review the other p o r t i o n s of t h i s case? 

A. Yes, we w i l l . 

Q. Were E x h i b i t s 6 through 10 e i t h e r prepared by you 

or have you reviewed them and can t e s t i f y t o t h e i r 

accuracy? 

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

MR. CARR: May i t please the Examiners, a t t h i s 

time we would move the admission i n t o evidence of Chevron 

E x h i b i t s 6 through 10. 

EXAMINER BROOKS: 6 through 10? 

MR. CARR: Yes, s i r . 

EXAMINER BROOKS: 6 through 10 are admitted. 

MR. CARR: And t h a t concludes my d i r e c t 

examination of Mr. Ingram. 

EXAMINER BROOKS: I don't b e l i e v e I have any 

questions a t t h i s time. I ' l l l e t Mr. Jones proceed. 

EXAMINATION 

BY EXAMINER JONES: 

Q. I ' l l j u s t keep i t b r i e f here. I s the San Andres 

the main pay out here? 

A. Yes, i t i s . There's r e s e r v o i r - q u a l i t y rock i n 

the Grayburg s e c t i o n , but the predominant volume of 

hydrocarbon and r e s e r v o i r - q u a l i t y rock i s i n the San Andres 
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s e c t i o n . 

Q. That bottom p a r t of the San Andres, i s i t — does 

i t have a long o i l - w a t e r contact? 

A. We're a c t u a l l y studying t h a t c u r r e n t l y . We 

b e l i e v e t h a t there i s a t r a n s i t i o n zone t h a t a c t u a l l y 

continues beneath the cu r r e n t u n i t i z e d i n t e r v a l , and we're 

e v a l u a t i n g proposing extending the u n i t i z e d i n t e r v a l i n 

t h i s u n i t . 

Q. So r i g h t now the u n i t i z e d i n t e r v a l only goes — 

A. The u n i t i z e d i n t e r v a l goes t o a depth of 4809 — 

Q. Oh. 

A. — i n the type w e l l , which i s about 800 f o o t 

subsea, and we t h i n k t h a t there's hydrocarbon s l i g h t l y 

beneath t h a t , so we're i n pre p a r a t i o n f o r an amendment t o 

the u n i t i z e d agreement t o include an a d d i t i o n a l h o r i z o n . 

Q. Mr. Ingram, are you the p r o j e c t manager of t h i s 

p r o j e c t ? I s t h a t r i g h t ? 

A. Yes. 

Q. Okay. The d i f f e r e n c e between 2001 and now, as 

f a r as — obviously the p r i c e s are a l o t b e t t e r now, but 

what other d i f f e r e n c e s are there? Do you guys have C02 

a v a i l a b l e now you d i d n ' t then or — 

A. To be — t o cut r i g h t t o the chase, t h i s would 

have been implemented i n 2001 or e a r l y 2002, had not the 

Chevron and Texaco merger taken place. 
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Q. Okay. 

A. Chevron was not as aggressive i n developing 

t e r t i a r y reserves a t t h a t time, and the management 

s t r u c t u r e changed, and so we — i t took us a w h i l e t o get 

a l i g n e d and — yes, c e r t a i n l y w i t h today's p r i c e s , w i t h the 

proven t r a c k record of the CVU now, several years of 

successful C02 f l o o d , i t ' s something we d e f i n i t e l y want t o 

pursue. 

Q. Okay. So i t ' s — so the Central Vacuum U n i t — 

was t h a t done over the whole Central Vacuum U n i t , or was i t 

j u s t a p o r t i o n of i t ? 

A. I t was not done over the whole u n i t . I t ' s been 

done i n phases. Most r e c e n t l y we've expanded i t i n t o Phase 

8. I ' d say probably t w o - t h i r d s of t h a t u n i t are now under 

C02 f l o o d . 

Q. Okay. I remember the Central Vacuum — the n o r t h 

p a r t and the south p a r t weren't near as good as the middle 

p a r t , so — 

A. That's where we s t a r t e d . Phase 1 was i n the 

middle p a r t , which i s j u s t across the l e a s e l i n e from t h i s 

u n i t . 

Q. Okay. That polymer p r o j e c t t h a t was done on the 

Vacuum-Grayburg U n i t , i s t h a t going t o a f f e c t your C02 

p r o j e c t any? 

A. Personally, I'm not f a m i l i a r w i t h the d e t a i l s of 
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t h a t p r o j e c t . I know, you know, f o r the most p a r t 

Basinwide, none of them proved t o be h i g h l y s uccessful. We 

don't a n t i c i p a t e any problems. 

EXAMINER JONES: Okay. You've sure got some t a x 

breaks t h e r e , f o r a w h i l e , I guess. 

Okay, I don't have any more questions. 

EXAMINER BROOKS: Very good, you may c a l l your 

next witness then. 

MR. CARR: Mr. Examiner, w i t h your permission 

we'd l i k e t o have Mr. Pequeno and Mr. Ingram excused a t 

t h i s time. We have a need t o get Mr. Ingram q u i c k l y , i f 

t h a t ' s acceptable, i f i t ' s a l l r i g h t w i t h you. 

EXAMINER BROOKS: That i s acceptable. 

EXAMINER JONES: I apologize f o r t h a t . 

MR. INGRAM: No, t h a t ' s okay, t h a t ' s okay. 

MR. CARR: Yeah, we're i n good time r i g h t now, 

but i t — A l l r i g h t , thank you. 

And a t t h i s time we would c a l l Brent Brugger, 

B-r-u-g-g-e-r. 

EXAMINER BROOKS: I'm sor r y , can you s p e l l t h a t 

again? 

MR. CARR: B-r-u-g-g-e-r. 

And everyone i s having t r o u b l e w i t h what i s a 

B i l l Carr map-folding. Sorry. 

EXAMINER JONES: I've been y e l l e d a t by 
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g e o l o g i s t s l o t s of times, no a b i l i t y t o f o l d a map. 

BRENT BRUGGER. 

the witness h e r e i n , a f t e r having been f i r s t d uly sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e your name f o r the record, please? 

A. My name i s Brent Brugger. I t ' s s p e l l e d 

B-r-u-g-g-e-r. 

Q. And Mr. Brugger, where do you reside? 

A. I res i d e i n Houston, Texas. 

Q. By whom are you employed? 

A. I'm employed by Chevron USA. 

Q. And what i s your p o s i t i o n w i t h Chevron USA? 

A. I am a C02 p r o j e c t manager. 

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

Mexico O i l Conservation Division? 

A. No, I have not. 

Q. Would you summarize your educational background 

and review your work experience f o r the Examiners? 

A. I have a bachelor of science i n petroleum 

engineering from the U n i v e r s i t y of Tulsa, graduated i n 

1996. I've held a number of p o s i t i o n s , p r o d u c t i o n and 

r e s e r v o i r engineering, both C02 f l o o d s and primary gas 

production, w i t h i n the company. 
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Q. Are you f a m i l i a r w i t h Chevron's plans t o 

implement a t e r t i a r y recovery p r o j e c t by the i n j e c t i o n of 

C02 i n t o the Vacuum-Grayburg-San Andres Unit? 

A. Yes, I am. 

Q. And have you made an engineering study of the 

u n i t area i n t h i s proposed t e r t i a r y program? 

A. Myself and the team. 

Q. Are you prepared t o share the r e s u l t s of 

Chevron's work w i t h the Examiners? 

A. Yes, I am. 

MR. CARR: We would tender Mr. Brugger as an 

expert i n r e s e r v o i r engineering. 

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

Q. (By Mr. Carr) Would you r e f e r t o Chevron E x h i b i t 

11 and i d e n t i f y t h a t and review the i n f o r m a t i o n on t h i s 

e x h i b i t f o r the Examiner? 

A. What we have here on E x h i b i t Number 11 — 

Q. Wait j u s t a second. 

A. Sorry. 

Q. Okay. 

A. What we have here on E x h i b i t Number 11 i s an area 

map showing the w e l l s of the vacuum area, and I ' l l go 

through and e x p l a i n the s p e c i f i c s of the map i t s e l f . 

What we have i s , the u n i t i n question here t h a t 

we're asking f o r the a d d i t i o n of the carbon d i o x i d e 
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i n j e c t i o n i s o u t l i n e d i n red, which i s the Vacuum-San 

Andres U n i t . The green-outlined u n i t i s the Cen t r a l Vacuum 

U n i t , which i s c u r r e n t l y being C0 2-flooded. And the t a r g e t 

area i s the area — the purple dashed l i n e i s our C02-

t a r g e t e d area, which includes about 21 p a t t e r n s . And then 

the t a n dashed l i n e s around t h a t are the areas of review 

f o r the proposed C02 i n j e c t i o n . 

Q. And t h i s also shows o f f s e t t i n g t r a c t s and u n i t s , 

does i t not? 

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

Q. What i s the cur r e n t status of Chevron's e f f o r t s 

t o implement the proposed carbon d i o x i d e f l o o d i n t h i s 

u n i t ? 

A. We are i n the process of f i n a l engineering f o r 

the t a r g e t area, both on the geologic, r e s e r v o i r as w e l l as 

the f a c i l i t y engineering. And what we're doing here i s t o 

get the permits before g e t t i n g f i n a l corporate approval on 

t h i s p r o j e c t , which i s designated f o r December of t h i s 

year. 

Q. That's the date f o r corporate approval? 

A. That's the — 

Q. And when would you a n t i c i p a t e being able t o 

i n j e c t C02? 

A. Our a n t i c i p a t i o n r i g h t now i s about second 

qua r t e r of 2008, w i t h i n d u s t r y lead times and so f o r t h , 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

31 

making those adjustments. 

Q. How w i l l the C02 f l o o d be implemented? 

A. Well, c u r r e n t l y under t h i s review we have the 2 5 

i n j e c t i o n w e l l s t h a t are subject t o t h i s review. We 

c u r r e n t l y have i n j e c t e d about 225 m i l l i o n b a r r e l s of water 

i n the area. Cu r r e n t l y we're doing about 2 3,000 b a r r e l s a 

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

The plan i s t o implement an u p - f r o n t C02 s l u g , 

approximately 3 0 percent — i t w i l l depend upon the 

economics a t the time — up f r o n t , and then we w i l l move 

towards a WAG process, which i s water a l t e r n a t i n g gas, 

which helps w i t h the f u t u r e development of the area. 

C u r r e n t l y we've cum'd so f a r about 59.3 m i l l i o n 

b a r r e l s of o i l from the Vacuum-Grayburg-San Andres U n i t , 

both from primary and secondary operations, and the 

secondary operations t o date i s about 34.5 m i l l i o n b a r r e l s . 

Q. Now when we t a l k about the t a r g e t area t h a t i s 

shown on t h i s map, what i s that ? 

A. The t a r g e t area i s b a s i c a l l y the sweet spot of 

the s t r u c t u r e . As Scott was t a l k i n g t o you or e x p l a i n i n g 

t o you, the Central Vacuum and the Vacuum-Grayburg-San 

Andres are s i t t i n g over a large s t r u c t u r e , and the t a r g e t e d 

area i s the — as I said, the sweet spot, the good 

conformance and the good area — the primary f o r C02 

f l o o d i n g . 
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Q. And how many acres are i n t h i s t a r g e t area? 

A. There's approximately 1280 acres. 

Q. And about how much of the u n i t area does t h a t 

represent? 

A. About 86 percent. 

Q. Are there c u r r e n t plans t o add producing and 

i n j e c t i o n w e l l s t o the area covered by the A p p l i c a t i o n ? 

A. We are c u r r e n t l y under review of those w e l l s , but 

they're not subject t o t h i s A p p l i c a t i o n . 

Q. And what we're doing here i s , we are c o n f i n i n g 

t h i s A p p l i c a t i o n t o what was p r e v i o u s l y approved. 

Let's go t o E x h i b i t 12. That i s i n the binder 

and — 12 and 13 are i n the r i n g binder. Can you j u s t 

i d e n t i f y E x h i b i t 12, please? 

A. E x h i b i t 12 i s the C-108 and the A p p l i c a t i o n f o r 

a u t h o r i z a t i o n t o i n j e c t C02. 

Q. And t h i s i s the C-108 t h a t was f i l e d by Texaco, 

reviewed by Chevron and f i l e d again i n t h i s A p p l i c a t i o n ; i s 

t h a t r i g h t ? 

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

Q. Have you reviewed the data i n the A p p l i c a t i o n 

f i l e d by Texaco? 

A. Yes, we have, and w i t h the E x h i b i t Number 13 t h i s 

w i l l a c t u a l l y complete the e n t i r e C-108. The E x h i b i t 13 

includes the a d d i t i o n a l w e l l s t h a t were d r i l l e d and/or 
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P-and-A'd from b a s i c a l l y January of 2 001. So t h i s i s a 

complete and accurate set of documents. 

Q. Can you j u s t e x p l a i n g e n e r a l l y how the C-108 

A p p l i c a t i o n i s organized and what i n f o r m a t i o n i s there? 

A. I t has the C-108 form, then i t ' s a l l the 

associated data i n response t o the C-108, which includes — 

i t shows a l l the w e l l s i n the Vacuum-Grayburg-San Andres 

U n i t , i t shows a l l the w e l l s w i t h i n a h a l f m i l e of the 

i n j e c t i o n w e l l s , and i t shows a l l the P-and-A'd w e l l s i n 

the C02 p r o j e c t area. 

Q. Now E x h i b i t 13, the supplemental i n f o r m a t i o n , 

b a s i c a l l y what i s included i n t h a t m a t e r i a l ? 

A. Those are the w e l l data sheets f o r e i g h t 

i n j e c t i o n w e l l s . As s t a t e d before, t h i s i s the a d d i t i o n a l 

w e l l s t h a t have been d r i l l e d or P-and-A'd since January of 

2001, t h a t had been used f o r the w a t e r f l o o d i t s e l f . And — 

Q. Have you re v i s e d the t a b u l a r i n f o r m a t i o n t h a t ' s 

included on a l l the new wells? 

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

Q. Does t h i s supplemental data also c o n t a i n a p l a t 

showing water w e l l s i n the area w i t h recent water analysis? 

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

Q. Now have some of the w e l l s covered by t h i s 

A p p l i c a t i o n also been included i n C-108 a p p l i c a t i o n s f o r 

other p r o j e c t s ? 
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A. Yes, they have, f o r the Central Vacuum p r o j e c t . 

Q. And so what we have here w i t h the supplemental 

i n f o r m a t i o n i s a l l i n f o r m a t i o n r e q u i r e d by the C-108 f o r 

each of the w e l l s i n the area? 

A. (Nods) 

Q. Based on your review, are the w e l l s i n the 

p r o j e c t area p r o p e r l y completed and cased, so as t o prevent 

any problems w i t h any water wells? 

A. Yes, they are. 

Q. And have you reviewed the a v a i l a b l e data on w e l l s 

w i t h i n the area of review f o r the C02 f l o o d and s a t i s f i e d 

y o u r s e l f t h a t t h e r e 1 s no remedial work r e q u i r e d on any of 

these w e l l s t o enable Chevron and others t o s a f e l y operate 

these w e l l s i n close p r o x i m i t y t o the C02 flood? 

A. Yes. 

Q. What i s the cu r r e n t s t a t u s of the w e l l s Chevron 

i s proposing t o u t i l i z e f o r i n j e c t i o n ? 

A. W i t h i n t h i s order we've got 25 a c t i v e water-

i n j e c t i o n w e l l s . Also one of the w e l l s t h a t we are 

reques t i n g i s a c t u a l l y an a c t i v e o i l w e l l t h a t i s p r o j e c t e d 

t o be converted t o i n j e c t i o n — 

Q. And t h a t ' s — 

A. — f o r the C02 f l o o d . 

Q. And t h a t ' s also i d e n t i f i e d i n the A p p l i c a t i o n ? 

A. That's c o r r e c t . 
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Q. How does Chevron monitor these w e l l s t o assure 

the i n t e g r i t y of the wellbores? 

A. The i n j e c t i o n system, we a c t u a l l y have a SCADA 

system. They are p r e s s u r e - c o n t r o l l e d chokes t h a t i s 

monitored by SCADA, so they have set p o i n t s t h a t i f they 

see low pressure they shut them — a u t o m a t i c a l l y shut them 

i n . 

They also — during t h e i r normal e v a l u a t i o n 

pumpers are out there d a i l y checking the w e l l s , l o o k i n g f o r 

any a b n o r m a l i t i e s i n the w e l l s themselves t h a t w i l l shut 

them i n . 

We also have our wellbore i n t e g r i t y t e s t t h a t we 

comply w i t h , w i t h New Mexico, every f i v e years on these 

w e l l s as w e l l . 

Q. Are there freshwater zones i n the area? 

A. Yes, there are. 

Q. And what i s that? 

A. The Ogallala a q u i f e r , which i s — the base of i s 

about 220 f e e t below, and i t ' s the primary source of 

d r i n k i n g water i n the area. 

Q. Are there freshwater w e l l s w i t h i n one mi l e of any 

proposed i n j e c t i o n well? 

A. Yes. 

Q. Does the — the l a s t i n f o r m a t i o n and the 

supplemental i n f o r m a t i o n i n E x h i b i t 13, i s t h a t a p l a t t h a t 
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i d e n t i f i e s these wells? 

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

Q. And are c u r r e n t water analyses attached t o the 

p l a t ? 

A. Yes, they are. 

Q. And what do they show? 

A. They are cons i s t e n t t o what was submitted i n 

2 001. Recent analyses have been done which shows no issues 

a t a l l w i t h the f r e s h water and w e l l w i t h i n range. 

Q. I s i t your opinion t h a t the i n j e c t i o n of C02 as 

proposed w i l l not pose a t h r e a t t o any freshwater supplies 

i n the area? 

A. I t should not have any e f f e c t on the freshwater 

supply. 

Q. And have you examined the a v a i l a b l e engineering 

and geologic data on t h i s r e s e r v o i r ? 

A. Yes, I have. 

Q. As a r e s u l t of t h a t review, have you found any 

evidence of open f a u l t s or other h y d r o l o g i c connections 

between the i n j e c t i o n i n t e r v a l and any underground source 

of d r i n k i n g water? 

A. No. 

Q. What i s the source of the C02 you propose t o 

i n j e c t ? 

A. The source of the C02 i s coming out of McElmo 
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dome, which i s southwest Colorado, t r a n s p o r t e d down the 

Cortez p i p e l i n e t o our f i e l d . 

Q. And what are the average volumes you propose t o 

i n j e c t ? 

A. The average volumes t h a t we're l o o k i n g a t i s 

about 2.5 m i l l i o n a day on t h e — f o r C02, or about 1000 

b a r r e l s a day on water. 

Q. And what i s the source of the water t o be 

in j e c t e d ? 

A. The source of the water i s the produced water. 

Q. Would you advise the Examiners of the maximum 

d a i l y i n j e c t i o n r a t e s t h a t you w i l l be u t i l i z i n g ? 

A. The maximum we're looking a t i s probably 5 

m i l l i o n a day or 2500 b a r r e l s a day of water. 

Q. Let's t a l k f o r a minute about the pressure data. 

What pressure l i m i t a t i o n s i s Chevron requ e s t i n g f o r t h i s 

C 0 2 - i n j e c t i o n p r o j e c t ? 

A. We're looking f o r a pressure of 1850 pounds on 

C02. 

Q. Now t h i s i s higher than surface i n j e c t i o n 

pressures f o r water i n the area? 

A. That i s c o r r e c t , and t h a t ' s t o take i n t o account 

the d e n s i t y d i f f e r e n c e between C02 and water. 

Q. And i f you do t h a t and i n j e c t a t t h i s pressure a t 

the surface, w i l l you be o b t a i n i n g a c t u a l l y an i n j e c t i o n 
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bottomhole pressure t h a t ' s equivalent t o the approved 

pressure f o r water? 

A. That i s c o r r e c t , and i t ' s also — w i l l have 

equ i v a l e n t bottomhole pressures between water and C02. 

I t ' s also the same pressures t h a t we're o p e r a t i n g the 

Central Vacuum U n i t t h a t was approved f o r t h a t C02 f l o o d as 

w e l l , and a l l we're asking f o r i s the same pressure 

l i m i t a t i o n s as t h a t f l o o d . 

Q. And i s Chevron prepared t o run step r a t e t e s t s t o 

confirm any increase i n pressure w i l l — 

A. Yes. 

Q. — not endanger the r e s e r v o i r ? 

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

Q. I n your opinion i s there a p o t e n t i a l r i s k t h a t 

any of these i n j e c t i o n f l u i d s w i l l get out of zone, 

damaging other formations i f t h i s increase i s accepted by 

the D i v i s i o n ? 

A. I don't b e l i e v e . 

Q. And are the pressures t h a t you're seeking i n t h i s 

u n i t area comparable t o the i n j e c t i o n pressures t h a t have 

been authorized i n Central Vacuum U n i t and other C02 f l o o d s 

i n t he area? 

A. Yes. 

Q. Let's go t o E x h i b i t Number 14, copies of 

a d m i n i s t r a t i v e orders. Can you e x p l a i n t o the Examiners 
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what these are? 

A. As st a t e d before, these are some of the 

a d d i t i o n a l w e l l s t h a t were applied f o r , d r i l l e d f o r a f t e r 

the 2001 a p p l i c a t i o n . They are the a d m i n i s t r a t i v e orders 

WFX-823 and PMX-216 and PMX-217. 

Q. I f we look a t the top one, WFX-823, t h a t 

a d m i n i s t r a t i v e order references the enhanced o i l t e r t i a r y 

recovery p r o j e c t , does i t not? 

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

Q. And by the time t h i s order was entered, t h a t 

p r o j e c t — the order approving i t had expired? 

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

Q. I t also on the second page references the 1850-

p . s . i . pressure l i m i t a t i o n , does i t not? 

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

Q. And t h a t i s a pressure l i m i t a t i o n t h a t Texaco 

sought only f o r C02 i n j e c t i o n ? 

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

Q. What are the status of these wells? 

A. The st a t u s of these w e l l s are a c t i v e water 

i n j e c t i o n . There has not been any C02 i n j e c t e d i n t o these 

w e l l s a t a l l . 

Q. And how does Chevron recommend t h a t each of these 

orders be handled? 

A. What we recommend i s t h a t we go forward and t r e a t 
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these s t r i c t l y as water i n j e c t i o n w e l l s , and as an order i s 

approved we w i l l amend the order w i t h these w e l l s and 

reapply the C02 i n j e c t i o n . 

Q. And the conversion or the use of these w e l l s or 

— adding these w e l l s as w a t e r - i n j e c t i o n w e l l s i n the u n i t , 

t h a t was a c t u a l l y approved back i n '72 by the o r i g i n a l 

order? 

A. That i s c o r r e c t . I t was dur i n g the engineering 

e v a l u a t i o n t h a t i t was c r i t i c a l f o r the w a t e r f l o o d 

operations f o r these w e l l s t o be d r i l l e d . 

Q. And t h i s i s j u s t a r e s u l t of — 

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

Q. Now, Mr. Brugger, I ' d l i k e t o t a l k a l i t t l e b i t 

w i t h you about E x h i b i t Number 15, the A p p l i c a t i o n f o r an 

enhanced o i l recovery p r o j e c t . Does t h i s e x h i b i t , t h i s 

A p p l i c a t i o n , meet a l l the requirements of D i v i s i o n Rules 

f o r an a p p l i c a t i o n f o r the i n c e n t i v e t a x break? 

A. Yes, i t ' s complete and provides a l l the data 

r e q u i r e d . 

Q. And what are the a d d i t i o n a l estimated costs t o be 

i n c u r r e d i n the p r o j e c t — or i n t h i s t e r t i a r y p r o j e c t ? 

A. The proposal i s about $64.4 m i l l i o n f o r the 

f a c i l i t i e s and w e l l work t o implement the C02, along w i t h 

t o t a l costs being somewhere around $2 3 3 m i l l i o n . 

Q. And how much a d d i t i o n a l production does Chevron 
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expect t o o b t a i n from the p r o j e c t ? 

A. About 24.5 m i l l i o n b a r r e l s . 

Q. And what i s the estimated t o t a l value of t h i s 

a d d i t i o n a l production? 

A. $504 m i l l i o n , based on a $ 4 5 - b a r r e l - o f - o i l p r i c e , 

as w e l l as a $3 0-per-barrel of NGLs, i n t h a t t a r g e t e d area. 

Q. And you r e a l i z e t h a t t h i s i n c e n t i v e t a x r a t e 

would only k i c k i n i f the p r i c e of o i l s i g n i f i c a n t l y drops? 

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

Q. And by b r i n g i n g t h i s , you're assuring f o r t he 

i n d u s t r y t h a t the p r i c e w i l l drop? 

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

(Laughter) 

Q. Let's look a t E x h i b i t A t o t h i s A p p l i c a t i o n , and 

what i s t h i s ? 

A. E x h i b i t A of — Well, E x h i b i t A of E x h i b i t 15 i s 

a c t u a l l y a l l the w e l l s t h a t are contained w i t h i n the C02 

VGSAU proposed t a r g e t area. 

Q. This l i s t includes the 25 C 0 2 - i n j e c t i o n w e l l s 

covered by t h i s A p plication? 

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

Q. I t also includes w a t e r - i n j e c t i o n w e l l s i n the 

area? 

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

MR. CARR: Mr. Examiner, t h a t means t h a t the l i s t 
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w i l l be very hard f o r you t o u t i l i z e when you t r y and w r i t e 

an order. But what I want t o t e l l you i s t h a t we w i l l f i l e 

a proposed order, and the A p p l i c a t i o n t h a t was f i l e d i n 

t h i s case contained t a b l e s t h a t also separated the 25 w e l l s 

covered by t h i s A p p l i c a t i o n from the t o t a l i n j e c t i o n w e l l s 

t h a t were included on the l i s t . 

So the l i s t t h a t you have has more than 25 

i n j e c t i o n w e l l s , because some of those are the w e l l s t h a t 

are being used f o r water i n j e c t i o n but f o r which we are not 

seeking a u t h o r i z a t i o n i n t h i s case t o convert t o C02. So 

t h a t ' s why those numbers may not l i n e up. 

EXAMINER BROOKS: This e x h i b i t , then, doesn't 

d i s t i n g u i s h between the w e l l s t h a t are being — 

MR. CARR: Not — covered by t h i s A p p l i c a t i o n and 

a l l the i n j e c t i o n w e l l s i n the u n i t . We discovered t h a t 

yesterday. 

EXAMINER BROOKS: Okay. 

MR. CARR: Our A p p l i c a t i o n does have an 

attachment t o i t . I t ' s E x h i b i t A or B t o the A p p l i c a t i o n , 

and i t i d e n t i f i e s the w e l l s t h a t are covered by the 

A p p l i c a t i o n . And I'm also d r a f t i n g a proposed order w i t h a 

t a b l e t h a t c o r r e c t l y states e x a c t l y the w e l l s t h a t are 

covered by t h i s A p p l i c a t i o n , t h a t are e x a c t l y the w e l l s 

t h a t were covered by the Texaco a p p l i c a t i o n . 

EXAMINER BROOKS: Very good. 
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Q. (By Mr. Carr) Mr. Brugger, l e t ' s go t o the l a s t 

attachment t o E x h i b i t 15, or E x h i b i t B or Attachment B. 

What i s t h i s ? 

A. This i s the production h i s t o r y proposal f o r the 

C02 expansion f o r the VGSAU tar g e t e d area. 

Q. And i t also forecasts where we go f o r years t o 

come, co r r e c t ? 

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

Q. I n your opinion, w i l l approval of t h i s 

A p p l i c a t i o n and the implementation of a C02 f l o o d i n the 

Vacuum-Grayburg-San Andres Uni t as requested, and 

inc r e a s i n g the pressures as request, be i n the best 

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

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

A. Yes, i t i s . 

Q. And how soon does Chevron hope t o commence 

operations? May of next year? 

A. May of next year. 

Q. And you need the order i n time t o then go and get 

corporate approval a t the end of t h i s year? 

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

Q. Were Chevron E x h i b i t s 10 through 15 prepared by 

you or have you reviewed them and can you co n f i r m t h e i r 

accuracy? 

A. Yes, I can. 
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MR. CARR: May i t please the Examiners, a t t h i s 

time we'd move the admission i n t o evidence of Chevron 

E x h i b i t s 10 through 15. 

EXAMINER BROOKS: 10 through 15 are admitted. 

MR. CARR: That concludes my d i r e c t examination 

of Mr. Brugger. 

EXAMINATION 

BY EXAMINER BROOKS: 

Q. Very good. Just some o v e r a l l t h i n g s since I 

haven't s t u d i e d the A p p l i c a t i o n , I ' l l have t o admit, here. 

How many i n j e c t i o n w e l l s — water i n j e c t i o n w e l l s 

are you c u r r e n t l y using i n t h i s u n i t , t o t a l ? 

A. T o t a l , i t should be 30 t o 31. 

Q. Now are you going t o be — or the C02 — how many 

C02 i n j e c t i o n w e l l s are you asking t o permit? 

A. Twenty-five. 

Q. And are a l l those c u r r e n t l y i n j e c t i n g water 

except the one t h a t ' s t o be converted? 

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

Q. Okay. So there's only one w e l l t o be converted. 

I t ' s c u r r e n t l y producing o i l ? 

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

Q. Now have you had the w e l l s t h a t are the subject 

of the A p p l i c a t i o n marked on E x h i b i t Number 11 i n any 

p a r t i c u l a r way? 
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A. I don't b e l i e v e . 

MR. CARR: We do not. We can supplement t h i s 

w i t h — 

EXAMINER BROOKS: Well — 

MR. CARR: — an e x h i b i t t h a t i d e n t i f i e s those. 

EXAMINER BROOKS: — i f you give us a l i s t , I 

t h i n k we can go through and i d e n t i f y them. 

MR. CARR: Okay. 

Q. (By Examiner Brooks) Now I note t h a t t he t a r g e t 

area includes the area — a p o r t i o n of the area on the 

n o r t h boundary t h a t i s not w i t h i n the u n i t ; i s t h a t 

c o r r e c t ? 

A. That i s c o r r e c t , t h a t ' s p a r t of the lease l i n e 

t h a t we've discussed w i t h the Central Vacuum U n i t area. 

Q. Okay, the green i s the Central Vacuum Unit? 

A. Yes. 

Q. Now what about the area i n Section 35? That's 

the State 3 5 Unit? 

A. That's c o r r e c t . B a s i c a l l y the Section 35, which 

i s operated by McGowan, working i n t e r e s t owners, we are — 

at t h i s time have not gotten i n t o amending t h a t f o r the CO. 

s p e c i f i c a l l y w i t h them u n t i l we get approval. 

Q. So would t h i s be issued subject t o t h a t approval 

o c c u r r i n g or — 

A. I t — the go-forward plan i s not dependent upon 
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the McGowan — 

Q. Okay. 

A. — piece. 

Q. Are any — are a l l the 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 area — 

A. Yes. 

Q. — a l l the proposed i n j e c t i o n wells? 

A. Yes. 

Q. But there w i l l be producing w e l l s t h a t w i l l be 

outside the u n i t area? 

A. Correct, which i s maintained by t h a t l e a s e l i n e 

agreement w i t h the Central Vacuum u n i t . 

Q. But not w i t h i n the McGowan? 

A. Not w i t h the McGowan. That i s — 

Q. So none of the producing w e l l s t h a t you expect — 

you don't expect any of your producing w e l l s t o be on t h a t 

McGowan prop e r t y , then? 

A. The l i n e - o f - i n j e c t i o n w e l l s along t h a t l e a s e l i n e 

w e l l w i l l not be i n j e c t i n g C02 a t the f r o n t end of the 

p r o j e c t — 

Q. Okay. 

A. — c u r r e n t l y . The producers t h a t are associated 

w i t h those p a t t e r n s w i l l see C02, but t h e y ' l l be coming 

from the south side, from the s o l e l y owned VGSAU i n j e c t o r s . 

EXAMINER BROOKS: Okay. I guess t h a t ' s a l l my 
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questions. I ' l l t u r n i t over t o the expert here. 

EXAMINER JONES: Yeah, l i s t e n t o t h a t . 

I r e a l l y — I apologize f o r making you miss your 

plane. 

THE WITNESS: No, I'm a c t u a l l y f i n e . Mine 

doesn't leave t i l l 6:30, so — 

EXAMINER JONES: Oh, okay. 

THE WITNESS: — no problem. 

We're okay. 

people who were i n t r o u b l e are 

EXAMINER JONES: 

MR. CARR: The 

gone. 

THE WITNESS: Yeah. 

EXAMINER JONES: B i l l can take you out. 

(Laughter) 

EXAMINATION 

BY EXAMINER JONES: 

Q. The p a t t e r n t h a t you're going t o have, i s i t 

going t o be the same as the w a t e r f l o o d pattern? 

A. Yes. 

Q. And what p a t t e r n would t h a t be? I s i t a 4 0-acre 

and f i v e s p o t ? 

A. Well, they're a c t u a l l y going t o be l i n e d r i v e , 

t h ey're 20-acre l i n e d r i v e p a t t e r n s . During the course — 

a f t e r the w a t e r f l o o d i n j e c t i o n and through the development 

of the w a t e r f l o o d , they've gone i n t o l o o k i n g a t downspacing 
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the i n j e c t i o n w e l l s and they've gone t o more of a l i n e 

d r i v e , which — t h a t ' s the plan, i s t o keep t h a t c o n s i s t e n t 

w i t h the C02. 

Q. That w e l l you're going t o convert, how much o i l 

does i t make? 

A. Off the top of my head I do not know. 

Q. But i t takes a l o t of guts t o persuade management 

t o convert one of those producers? 

A. Yes, but the other piece of t h a t i s , they're 

l o o k i n g a t the l a r g e r scope of t h i s p r o j e c t , which the C02 

enhanced o i l recovery p r o j e c t w i l l outweigh the prod u c t i o n 

l i f e of t h a t w e l l . 

Q. Okay. Now the numbers you gave e a r l i e r f o r 

volumes of recovery of secondary o i l t o date and p r o j e c t e d 

C02 o i l — enhanced o i l recovery, those numbers — d i d you 

change those between 2001 and now? 

A. Those are c u r r e n t , up-to-date — 

Q. — p r o j e c t i o n s ? 

A. — p r o j e c t i o n s . 

Q. Okay. Now what percentages — Can you go over 

the percentages of u l t i m a t e primary, u l t i m a t e secondary and 

u l t i m a t e t e r t i a r y ? 

A. The t o t a l p r o j e c t i o n r i g h t now i s 3 6 percent w i t h 

the w a t e r f l o o d . With the C02 f l o o d we have t o expect t o 

p i c k up another 12 t o 13 percent. 
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Q. Okay, so 18 percent primary or so? 

A. Thereabouts, yes. 

Q. The producers out t h e r e , are they p r e t t y much 

degassed or — have you swept a l o t of the gas out already? 

A. A l o t of the gas i s . Most of GOR f o r t h i s area 

i s 300, 400, so i t ' s f a i r l y low. 

Q. That's a l o t lower — 

A. Yeah. 

Q. — than i t used t o be. / 

A. Yeah. 

VP 

Q. So you don't have t o deal w i t h v a r i a b l e speed 

d r i v e s and Lical"pumps? 

A. No. No, and t h a t i s an issue w i t h the C02 t h a t 

w e ' l l have t o handle, but t h a t ' s already i n the planned 

p r o j e c t scope of being able t o handle the a r t i f i c i a l l i f t 

w i t h t h a t and make the appropriate conversions as we see 

gas breakthrough. 

EXAMINER JONES: Okay, t h a t ' s — I t h i n k — You 

guys covered so much i n such a short amount of time, but 

the p r o j e c t i o n s you're using are new p r o j e c t i o n s , and 

they're not n e c e s s a r i l y e x a c t l y the same as was i n the 

2001, but — Correct me i f I'm wrong, but the order 

you're — you're going t o provide a proposed order, but — 

MR. CARR: Yeah — 

EXAMINER JONES: — i t ' s going t o be s i m i l a r t o 
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the order t h a t was issued i n 2001? 

MR. CARR: I t ' s going t o be very s i m i l a r t o the 

2001 — -— 

/EXAMINER JONES: Okay. 

—̂ ?EXAMINER'-̂ -OWES! — w i t h any change i n i t a l i c s 

concerning recent orders, and I w i l l c o n f i r m t o you now 

t h a t we t h i n k we've gotten everything i n the t a b l e 

c o r r e c t l y i d e n t i f i e d , and w e ' l l be e-mailing i t t o you. I 

w i l l send the other i n f o r m a t i o n t h a t you requested on land 

ownership f o r the other sets. 

EXAMINER JONES: Thank you. Okay, t h a t ' s a l l I 

have. 

EXAMINER BROOKS: I have nothing f u r t h e r . 

MR. CARR: And t h a t concludes our p r e s e n t a t i o n . 

EXAMINER BROOKS: Very good. Then Case Number 

13,961 w i l l be taken under advisement. 

(Off the record) 

EXAMINER BROOKS: Okay, I b e l i e v e I already s a i d 

Case Number 13,961 w i l l be taken under advisement. 

And Mr. Jones, you're welcome t o stay and l i s t e n 

t o the r e s t of the cases, but I don't b e l i e v e t h a t — I 

t h i n k the r e s t of the cases are not s u f f i c i e n t l y t e c h n i c a l 

t h a t I w i l l need your assistance on them i f you have other 

t h i n g s t h a t you — 

EXAMINER JONES: I sure do. 
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EXAMINER BROOKS: — f e e l worthwhile t o be doing. 

EXAMINER JONES: Yes. 

EXAMINER BROOKS: Feel more worthwhile t o be — 

perhaps wouldn't be t h a t — 

MR. CARR: I do have an engineering witness i n 

the next case. 

EXAMINER BROOKS: Well, I t h i n k probably t h i s i s 

one I can handle. 

(Thereupon, these proceedings were concluded a t 

2:18 p.m.) 

* * * 

beard by** - - ^ G ^ r 
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