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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING CALLED 
BY THE OIL CONSERVATION DIVISION FOR 
THE PURPOSE OF CONSIDERING: 

APPLICATION OF CHEVRON USA, INC., FOR 
QUALIFICATION OF THE VACUUM 
GRAYBURG-SAN ANDRES UNIT TERTIARY 
RECOVERY PROJECT FOR THE RECOVERED OIL 
TAX RATE PURSUANT TO THE ENHANCED OIL 
RECOVERY ACT, LEA COUNTY, NEW MEXICO 

CASE NO. 14139 

BEFORE: 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

CAROL LEACH, Legal Examiner 
WILLIAM V. JONES, Technical Examiner 
TERRY WARNELL, Technical Examiner 

rv> 
cn 

CO 
CO 

June 12, 2 008 

Santa Fe, New Mexico 

This matter came f o r hearing before the New Mexico O i l 
Conservation D i v i s i o n , CAROL LEACH, Legal Examiner, WILLIAM V. 
JONES, Technical Examiner, and TERRY WARNELL, Technical 
Examiner, on June 12, 2008, a t the New Mexico Energy, Minerals 
and N a t u r a l Resources Department, 1220 South St. Francis Drive, 
Room 102, Santa Fe, New Mexico. 

REPORTED BY: JOYCE D. CALVERT, P-03 
Paul Baca Court Reporters 
500 Fourth S t r e e t , NW, Suite 105 
Albuquerque, New Mexico 87102 
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1 MR. JONES: Let's c a l l Case 14139, A p p l i c a t i o n of 

2 Chevron USA, Incorporated, f o r Q u a l i f i c a t i o n of the Vacuum 

3 Grayburg-San Andres Unit T e r t i a r y Recovery P r o j e c t f o r the 

4 Recovered O i l Tax Rate Pursuant t o the Enhanced O i l Recovery 

5 Act, Lea County, New Mexico. 

6 C a l l f o r appearances. 

7 MS. MUNDS-DRY: Good morning, Mr. Examiner. Ocean 

8 Munds-Dry w i t h the law f i r m of Holland & Hart here repr e s e n t i n g 

9 Chevron USA, Inc. t h i s morning. 

10 MR. JONES: Any other appearances? Okay. 

11 MS. MUNDS-DRY: Thank you, Mr. Examiner. I've 

12 presented you w i t h E x h i b i t No. 1, which i s the a f f i d a v i t of 

13 Scott M. Ingram here d i s c u s s i n g Chevron's request f o r the 

14 enhanced o i l tax r a t e pursuant t o the Enhanced O i l Recovery 

15 Act. 

16 Mr. Ingram discusses, as i s r e q u i r e d by D i v i s i o n 

17 r u l e s , the h i s t o r y of t h i s a p p l i c a t i o n f o r w a t e r f l o o d . As you 

18 p r e v i o u s l y heard, and are aware, the recent order R-442-C was 

19 issued which allowed f o r the expanded u n i t i z e d i n t e r v a l and 
20 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 on C02. I 

j 
21 This i s simply asking, of course, f o r the o i l -- j 

22 enhanced o i l recovery tax r a t e . And t h i s testimony and these 1 

23 e x h i b i t s were p r e v i o u s l y o f f e r e d i n t o evidence, as you may I 

I 
24 r e c a l l . We had p r e v i o u s l y asked f o r t h i s i n the hearing before J 
25 which was, I b e l i e v e , i n October of '07. But there was not j 

I 
I 
1 
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1 proper n o t i f i c a t i o n given a t t h a t time. 

2 So we ask t h a t p a r t of the case be dismissed but the 

3 e x h i b i t -- the l e t t e r w i t h the a p p l i c a t i o n and the testimony 

4 was, i n f a c t , given a t t h a t time. 

5 So we'd ask you t o take a d m i n i s t r a t i v e n o t i c e of t h a t 

6 hearing which was -- l e t ' s see i f I can f i n d the case number 

7 f o r you -- which was Case No. 13961. 

8 MR. JONES: Okay. We'll take a d m i n i s t r a t i v e n o t i c e 

9 of Case No. 13961. 

10 MS. MUNDS-DRY: Mr. Ingram discusses i n h i s a f f i d a v i t 

11 the c a p i t a l costs and the expected r a t e of o i l t h a t they expect 

12 t o r e s u l t from t h i s p r o j e c t . Also y o u ' l l see i n Attachment A, 

13 which I hope was attached t o your e x h i b i t , i s the o r i g i n a l 

14 E x h i b i t No. 15 t h a t was introduced and accepted i n Case 

15 No. 13961 t h a t gives a l l the complete l i s t s of i n f o r m a t i o n f o r 

16 t h a t a p p l i c a t i o n . 

17 Attachment B i s the n o t i c e l i s t . Notice was given 

18 under t h i s a p p l i c a t i o n t o a l l a p p r o p r i a t e and a f f e c t e d p a r t i e s . 

19 Part of t h a t Attachment B i s also the l e t t e r t h a t was sent t o 

20 a l l p a r t i e s along w i t h the green cards pursuant t o D i v i s i o n 

21 r u l e s . Also, Attachment C i s the A f f i d a v i t of P u b l i c a t i o n 

22 n o t i f y i n g a l l other p a r t i e s of t h i s a p p l i c a t i o n . 

23 And the only t h i n g I ' d l i k e t o p o i n t out f o r you, 

24 Mr. Examiner, since t h i s E x h i b i t No. 15 was admitted i n t o 

25 evidence i n Case No. 13961, Chevron has, i n f a c t , began 
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1 c o n s t r u c t i o n of the p r o j e c t . At the time t h i s l e t t e r was 

2 submitted, they had not begun c o n s t r u c t i o n y e t . 

3 And the only other m o d i f i c a t i o n i s t h a t they expect 

4 t o conduct i n j e c t i o n operations i n the t h i r d q u a r t e r of 2008, 

5 and I b e l i e v e the l e t t e r says the second q u a r t e r of 2008. 

6 Other than t h a t , a l l the i n f o r m a t i o n remains c u r r e n t . 

7 With t h a t , we would ask t h a t E x h i b i t No. 1 and 

8 Attachments A, B, and C be admitted i n t o evidence. 

9 MR. JONES: E x h i b i t No. 1, w i t h Attachments A, B, and 

10 C are admitted i n t o evidence. 

11 MS. MUNDS-DRY: And I have nothin g f u r t h e r . 

12 MR. JONES: Okay. Well, thank you very much. With 

13 t h a t , w e ' l l take Case No. 14139 under advisement. 

14 MS. MUNDS-DRY: Thank you, Mr. Examiner. 

15 [Hearing concluded.] 

23 

24 

25 

* * * * * 16 

17 

18 

1 9 f her^bv certify thot •(,« r, 
« corriD eie n»;~ord n f »K« j . 

20 the B x ^ - ^ r l , r ? r O C e * d , n , 9 s ** 
Lx n e r ; 0 f C a s e No. / f ts? , 

21 neard byme o n _ * J ^ _ ' "S^-P 
2 2 ^ ^ ^ J ^ r l - ^ . , Exam/ner 
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REPORTER'S CERTIFICATE 

I , JOYCE D. CALVERT, P r o v i s i o n a l Court Reporter f o r 

the State of New Mexico, do hereby c e r t i f y t h a t I report e d the 

foregoing proceedings i n stenographic shorthand and t h a t the 

foregoing pages are a t r u e and c o r r e c t t r a n s c r i p t of those 
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1 STATE OF NEW MEXICO ) 

) 

2 COUNTY OF BERNALILLO ) 

3 

I , JOYCE D. CALVERT, a New Mexico P r o v i s i o n a l 
4 Reporter, working under the d i r e c t i o n and d i r e c t s u p e r v i s i o n of 

Paul Baca, New Mexico CCR License Number 112, hereby c e r t i f y 
5 t h a t I rep o r t e d the attached proceedings; t h a t pages numbered 

1-5 i n c l u s i v e , are a t r u e and c o r r e c t t r a n s c r i p t of my 
6 stenographic notes. On the date I rep o r t e d these proceedings, 

I was the holder of P r o v i s i o n a l License Number P-03. 
7 Dated at Albuquerque, New Mexico, 12th day of 

June, 2008. 
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