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NEW MEXICO O I L CONSERVATION D I V I S I O N 

STATE LAND OFFICE BUILDING 

STATE OF NEW MEXICO 

I N THE MATTERS OF: 

The A p p l i c a t i o n o f The W i s e r O i l 
Company f o r S t a t u t o r y U n i t i z a t i o n , C a s e 10930 
Lea C o u n t y , New M e x i c o . 

The A p p l i c a t i o n o f The W i s e r O i l 
Company f o r A p p r o v a l of a C a s e 10931 
W a t e r f l o o d P r o j e c t . Lea C o u n t y 
New M e x i c o . 

The A p p l i c a t i o n o f The W i s e r O i l 
Company t o A u t h o r i z e t h e E x p a n s i o n 
o f t h e M a l i j a m a r C a p r o c k U n i t W a t e r 
f l o o d P r o j e c t a n d Q u a l i f y S a i d 
E x p a n s i o n f o r t h e R e c o v e r e d O i l 
Tax R a t e P u r s u a n t t o t h e New M e x i c o 
E n h a n c e d O i l R e c o v e r y A c t , 
Lea C o u n t y , New M e x i c o . 

BEFORE: 

DAVID R. CATANACH 

H e a r i n g E x a m i n e r 

S t a t e L a n d O f f i c e B u i l d i n g 

M a r c h 3, 1994 

REPORTED BY; 

APR I 2 m CARLA DIANE RODRIGUEZ 
C e r t i f i e d S h o r t h a n d R e p o r t e 
f o r t h e S t a t e o f New M e x i c o 
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FOR THE NEW MEXICO O I L CONSERVATION D I V I S I O N 

ROBERT G. STOVALL. ESQ. 
G e n e r a l C o u n s e l 
S t a t e L a n d O f f i c e B u i l d i n g 
S a n t a Fe, New M e x i c o 87504 

FOR THE APPLICANT: 

RODEY, DICKASON, SLOAN, AKIN & ROBB, P.A. 
P o s t O f f i c e Box 13 57 
S a n t a Fe, New M e x i c o 8 7 5 0 4 - 1 3 5 7 
BY: PAUL A. COOTER, ESQ. 
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I N D E X 

Appearances 

WITNESSES FOR THE APPLICANT: 

1 . ROBERT M. WILLIAMS 

E x a m i n a t i o n by Mr. 
E x a m i n a t i o n by Mr. 
E x a m i n a t i o n by Mr. 

Page Number 

2 

Co o t e r 
Catanach 
S t o v a l 1 

5 
35 
59 

C e r t i f i c a t e o f R e p o r t e r 82 

Page Marked 

E x h i b i t No . 1 7 
E x h i b i t Nc . 2 9 
E x h i b i t No . 3 9 
E x h i b i t No . 4 9 
E x h i b i t No . 5 1 1 
E x h i b i t No . 6 1 3 
E x h i b i t No . 7 •i ^ 

E x h i b i t No . 8 1 3 
E x h i b i t No . 9 1 4 
E x h i b i t No . 1 0 2 6 
E x h i b i t No . 1 0 ( a ) 29 
E x h i b i t No . 1 0 ( b ) 2 8 
E x h i b i t No . 1 0 ( c ) 29 
E x h i b i t No . 1 0 ( d ) 2 7 
E x h i b i t No . 1 1 30 
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EXAMINER CATANACH: C a l l t h e h e a r i n g 

b a c k t o o r d e r a t t h i s t i m e , a n d w e ' l l c a l l Case 

10 9 3 0. 

MR. STOVALL: A p p l i c a t i o n o f t h e W i s e r 

0 1 1 Company f o r s t a t u t o r y u n i t i z a t i o n . Lea 

C o u n t y , New M e x i c o . 

EXAMINER CATANACH: A r e t h e r e 

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

MR. COOTER: Mr. C a t a n a c h , my name i s 

P a u l C o o t e r . I'm w i t h t h e Rodey l a w f i r m h e r e i n 

S a n t a Fe, a p p e a r i n g on b e h a l f o f t h e W i s e r O i l 

Company. 

At t h i s t i m e I w o u l d a s k t h a t , f o r 

p u r p o s e s o f t h i s h e a r i n g a n d t h e t a k i n g o f 

t e s t i m o n y , t h a t Cases 1 0 9 3 0 , 1 0 9 3 1 a n d 10932 be 

c o n s o l i d a t e d . 

EXAMINER CATANACH: V e r y w e l l . A t t h i s 

t i m e w e ' l l c a l l Cases 1 0 9 3 1 a n d 1 0 9 3 2 . 

MR. STOVALL: 1 0 9 3 1 i s t h e a p p l i c a t i o n 

o f t h e W i s e r O i l Company f o r a p p r o v a l o f a 

w a t e r f l o o d p r o j e c t . Lea C o u n t y , New M e x i c o . Case 

10932 i s t h e a p p l i c a t i o n o f t h e W i s e r O i l Company 

t o a u t h o r i z e t h e e x p a n s i o n o f t h e , M a l j a m a r 

C a p r o c k U n i t W a t e r f l o o d P r o j e c t a n d q u a l i f y s a i d 

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

CUMBRE COURT REPORTING 
'505} 9 3 4 - 2 2 4 4 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

19 

20 

2 1 

2 2 

23 

24 

2 5 

5 

p u r s u a n t t o t h e New M e x i c o E n h a n c e d O i l R e c o v e r y 

A c t , L ea C o u n t y , New M e x i c o . 

EXAMINER CATANACH: Any a d d i t i o n a l 

a p p e a r a n c e s i n a n y one o f t h e s e c a s e s ? T h e r e 

b e i n g n o n e , c a n I g e t t h e w i t n e s s e s t o s t a n d a n d 

be s w o r n i n a t t h i s t i m e . 

MR. COOTER: Two w i t n e s s e s . 

[ A n d t h e w i t n e s s e s w e r e d u l y 

s w o r n . ] 

ROBERT M. WILLIAMS 

H a v i n g b e e n f i r s t d u l y s w o r n u p o n h i s o a t h , was 

e x a m i n e d a n d t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. COOTER: 

Q. W o u l d y o u s t a t e y o u r name f o r t h e 

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

A. R o b e r t M. W i l l i a m s . 

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

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

A. Y e s , I h a v e . 

Q. To r e f r e s h t h e r e c o r d , w o u l d y o u 

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

e x p e r i enc e ? 

A. I was a p e t r o l e u m e n g i n e e r i n g g r a d u a t e 

o f Penn S t a t e i n 1953. W o r k e d f o r S h e l l O i l 

CUMBRE COURT REPORTING 
( 5 0 5 ) 9 8 4 - 2 2 4 4 
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Company, M o n t e r e y O i l Company. M o n t e r e y was 

p u r c h a s e d by Hu m b l e . W o r k e d f o r Humble f o r a 

p e r i o d o f t i m e , a n d t h e n f o r M o r r i s R. A n t w e i l , 

an i n d e p e n d e n t o p e r a t o r i n Hobbs, f o r 

a p p r o x i m a t e l y 20 y e a r s , a n d h a v e s i n c e b e e n 

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

Hobbs. And t h e n Q u a l i t y P r o d u c t i o n C o r p o r a t i o n 

f o r t h e l a s t t w o y e a r s . 

I n a l l t h i s p e r i o d I h a v e b e e n i n v o l v e d 

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

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

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

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

Q. Mr. W i l l i a m s , a r e y o u f a m i l i a r w i t h t h e 

C a p r o c k , M a l j a m a r U n i t a r e a , w h i c h i s t h e s u b j e c t 

m a t t e r o f t h e i n s t a n t a p p l i c a t i o n s ? 

A . I a m . 

MR. COOTER: We w o u l d a s k y o u t o 

r e c o g n i z e Mr. W i l l i a m s as an e x p e r t p e t r o l e u m 

e n g i n e e r . 

EXAMINER CATANACH: Mr. W i l l i a m s i s so 

q u a l i f i e d . 

Q. R e l a t e w h a t W i s e r s e e k s by t h e s e t h r e e 

a p p l i c a t i o n s , Mr. W i l l i a m s . 

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

CUMBRE COURT REPORTING 
( 5 0 5 ) 9 8 4 - 2 2 4 4 
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• u n i t i z a t i o n o f some 4,160 a c r e s , Lea C o u n t y , New 

M e x i c o . We s e e k t h a t u n i t i z a t i o n t o i n i t i a t e a 

w a t e r f l o o d p r o j e c t , a n d s e e k y o u r a p p r o v a l o f t h e 

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

And, i n c o n j u n c t i o n w i t h t h a t , we w o u l d 

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

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

p r o j e c t as a d d i t i o n a l i n j e c t i o n w e l l s a r e t o be 

a d d e d , Phase I I a n d I I I o f t h e p r o j e c t . 

We're a l s o r e q u e s t i n g q u a l i f i c a t i o n o f 

t h e p r o j e c t as an e n h a n c e d o i l r e c o v e r y p r o j e c t 

f o r t h e t a x r a t e t r e a t m e n t . 

Q. L e t me d i r e c t y o u r a t t e n t i o n , i f I may, 

t o E x h i b i t 1 , w h i c h i s a map. 

A. Yes. I t i s t h e map o f t h e p r o p o s e d 

u n i t a r e a , a n d shows t h e o f f s e t t i n g l e a s e s a n d 

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

l o c a t e d a b o u t s i x m i l e s s o u t h e a s t o f t h e t o w n s i t e 

o f M a 1 j amar. 

Some o f t h e o f f s e t s w e r e b o u n d e d b y 

o t h e r u n i t s , l i k e t h e S o u t h e a s t M a l j a m a r U n i t , 

t h e MCA U n i t o f C o n o c o ' s , a n d t h e Ma l m a r U n i t o f 

P e n r o c . I t ' s n o t a u n i t , b u t e f f e c t i v e l y s o , 

P h i l l i p s h a s a l a r g e Leamex l e a s e t h a t ' s some 

15,000 a c r e s t o t h e e a s t o f u s . And, o f c o u r s e , 

CUMBRE COURT REPORTING 
( 5 0 5 ) 9 8 4 - 2 2 4 4 
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a l e a s e t h a t s i z e o p e r a t e s much l i k e a u n i t . 

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

o u r p r o p o s e d u n i t . 

The u n i t i s l o c a t e d i n t h e M a l j a m a r 

G r a y b u r g - S a n A n d r e s p o o l o f Lea C o u n t y , New 

M e x i c o , a n d t h e p r o d u c t i o n i s f r o m t h e G r a y b u r g 

s a n d s a n d t h e San A n d r e s d o l o m i t e s , a t d e p t h s o f 

a p p r o x i m a t e l y 4,000 t o 4,500 f e e t . 

Q. Mr. W i l l i a m s , w h i l e w e ' r e l o o k i n g a t 

E x h i b i t 1 , t h e map, I b e l i e v e t h e W i s e r O i l 

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

s e v e r a l d i f f e r e n t c o u r s e s . W o u l d y o u e x p l a i n t o 

Mr. C a t a n a c h s o m e t h i n g a b o u t t h a t ? 

A. Yes. The p r o p e r t i e s w e r e a c q u i r e d o v e r 

a p e r i o d o f , o h , a p p r o x i m a t e l y s i x m o n t h s t o a 

y e a r , f r o m a g r o u p o f o p e r a t o r s , t h e l a r g e s t o f 

w h i c h was P e n n z o i l . And t h e o t h e r o p e r a t o r s t h a t 

w e r e a c q u i r e d was t h e B r o t h e r s , w h i c h a c t u a l l y 

h a d a u n i t , t h e M a l - G r a U n i t . 

S o u t h w e s t R o y a l t y h a d t w o l e a s e s 

c o m p r i s i n g a s e c t i o n ; M u r p h y B a x t e r , o p e r a t o r , 

h a d t h r e e l e a s e s t h a t w o u l d be a p p r o x i m a t e l y a 

s e c t i o n a n d a h a l f . And t h e r e was a 4 0 - a c r e 

t r a c t a c q u i r e d f r o m P h i l l i p s t h a t h a d an 

a b a n d o n e d w e l l on i t , t h a t f i t w e l l i n t h e u n i t 

CUMBRE COURT REPORTING 
( 5 0 5 ) 9 8 4 - 2 2 4 4 
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p r o j e c t . 

I n t o t a l , t h e r e were 13 l e a s e s a c q u i r e d 

t h a t t o t a l e d 4,160 a c r e s . Of t h o s e l a n d s , 3,400 

were s t a t e l a n d s , s t a t e l e a s e s , and 760 a c r e s 

were f e d e r a l l a n d s , and t h e r e i s no f e e a c r e a g e 

i n t h e u n i t . 

Q. L e t ' s go t o E x h i b i t No. 2 w h i c h i s a l s o 

a map, I b e l i e v e ? 

A. T h a t ' s c o r r e c t . E x h i b i t 2 i s a map o f 

t h e u n i t a r e a t h a t i s our p r o p o s a l t o renumber 

t h e w e l l s , w i t h t h e a p p r o v a l o f t h e u n i t i z a t i o n . 

R a t h e r t h a n c a r r y t h e o l d d e s i g n a t i o n s , we're 

p r o p o s i n g t h a t t h i s n u m b e r i n g s y s t e m w i l l be used 

f o r t h e w e l l s , once t h e u n i t i s f o r m e d . 

Q. A t t a c h e d t o t h a t map i s a t a b u l a t i o n , 

w h i c h I ' v e marked as a s e p a r a t e e x h i b i t , E x h i b i t 

No. 3? 

A. R i g h t . E x h i b i t No. 3 i s a 

c r o s s - r e f e r e n c e , t h e o l d w e l l number t o t h e 

p r o p o s e d new w e l l number, and i t ' s 

c r o s s - r e f e r e n c e d . You can go e i t h e r d i r e c t i o n 

t h e r e t o t i e t h a t t o g e t h e r i n t h i s i n t e r i m 

per i o d . 

0. L e t ' s t u r n n e x t t o t h e u n i t agreement 

i t s e l f , w h i c h has been marked as E x h i b i t No. 4. 

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

8 

9 

10 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

19 

20 

2 1 

2 2 

23 

24 

25 

10 

T h a t d e s c r i b e s t h e same 4,160 a c r e s , d o e s i t n o t , 

t h a t y o u ' v e a l r e a d y t e s t i f i e d a b o u t ? 

A. Yes. T h i s i s t h e s t a n d a r d u n i t i z a t i o n 

a g r e e m e n t . I t was s u p p l i e d t o us — t h e s t a n d a r d 

f o r m was s u p p l i e d by t h e S t a t e L a n d O f f i c e t o be 

u s e d i n t h e c a s e w h e r e t h e r e ' s f e d e r a l a n d s t a t e 

l e a d s i n v o l v e d . 

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

a g r e e m e n t a r e m i n i m a l . One, o f c o u r s e , i s t h e 

d e s c r i p t i o n o f t h e u n i t a r e a , t h e 4,160 a c r e s . 

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

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

s u r f a c e t o 5,500 f e e t b e l o w t h e s u r f a c e , w h i c h i s 

t h e r i g h t s t h a t a r e h e l d b y W i s e r O i l Company. 

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

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

f o r d e t e r m i n i n g t h e t r a c t p a r t i c i p a t i o n s . We're 

r e c o m m e n d i n g a p a r t i c i p a t i o n f o r m u l a b a s e d 35 

p e r c e n t on t h e number o f u s a b l e w e l l s , 35 p e r c e n t 

on t h e c u m u l a t i v e o i l p r o d u c t i o n , a n d 30 p e r c e n t 

on t h e c u r r e n t p r o d u c t i o n as b a s e d on 1992 

p r o d u c t i o n . 

Q. L e t me s t o p y o u r i g h t t h e r e . 

MR. COOTER: Mr. C a t a n a c h , t h a t ' s 

S e c t i o n 13 o f t h e u n i t a g r e e m e n t , a n d I w o u l d 

CUMBRE COURT REPORTING 
( 5 0 5 ) 9 8 4 - 2 2 4 4 
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a l s o r e f e r y o u t o E x h i b i t No. 5, w h i c h i s a 

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

a g r e e m e n t . A t t a c h e d t o t h a t i s a t a b u l a t i o n o f 

how t h a t w o r k s o u t f o r t h e v a r i o u s t r a c t s 

commi 11 e d . 

A. Y es. The a t t a c h e d t a b l e shows t h e 

number o f u s a b l e w e l l s , t h e c u m u l a t i v e 

p r o d u c t i o n , a n d t h e 1992 c u r r e n t p r o d u c t i o n f o r 

e a c h o f t h e 13 t r a c t s t o be i n c l u d e d i n t h e u n i t , 

a n d w h a t t h e p e r c e n t a g e o f e a c h o f t h o s e 

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

p a r a m e t e r . And t h e f a c t o r s , t h e n , t h a t w e r e u s e d 

i n d e t e r m i n i n g t h e p r o p o s e d t r a c t p a r t i c i p a t i o n s , 

w h i c h a r e l i s t e d i n t h e r i g h t - h a n d c o l u m n . 

Q. Mr. W i l l i a m s , i n y o u r o p i n i o n , i s t h a t 

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

p r o d u c t i o n t o t h e s e p a r a t e t r a c t s on a f a i r , 

r e a s o n a b l e , a n d e q u i t a b l e b a s i s ? 

A. Y es. We s e l e c t e d t h i s . We f e l t t h i s 

was r e a s o n a b l e a n d g a v e a p p r o x i m a t e l y e q u a l 

w e i g h t t o t h e c u m u l a t i v e , w h i c h i s a m e a s u r e m e n t 

o f t h e q u a l i t y o f t h a t p a y on t h a t t r a c t , a 

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

m e a s u r e o f t h a t t r a c t ' s c u r r e n t i n c o m e , a n d a 

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

p r o g r a m , t h e v a l u e o f t h a t t r a c t t o t h e u n i t , 

d e p e n d i n g on how many o f t h e w e l l s a r e u s a b l e on 

t h a t t r a c t . 

Q. B e f o r e we l e a v e t h e u n i t a g r e e m e n t , i s 

t h e r e a n y t h i n g e l s e you want t o t o u c h on? 

A. I m e n t i o n e d s p e c i f i c a l l y t h e u n i t 

agreement i n c l u d e s t h e n o r m a l e x h i b i t s : E x h i b i t 

A, b e i n g t h e map sh o w i n g t h e i n d i v i d u a l t r a c t s , 

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

d e s i g n a t e s what a c r e a g e i s s t a t e a c r e a g e and what 

a c r e a g e i s f e d e r a l ; E x h i b i t B i s a s t a n d a r d t r a c t 

o w n e r s h i p , w h i c h g i v e s t h e o w n e r s h i p o f each 

t r a c t . The w o r k i n g i n t e r e s t o w n e r s h i p i s 100 

p e r c e n t The Wiser O i l Company. The b a s i c 

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

g o v e r n m e n t , and t h e o v e r r i d i n g r o y a l t i e s a r e 

l i s t e d on t h e t r a c t s where t h e y ' r e a p p l i c a b l e ; 

and E x h i b i t C i s t h e t a b u l a t i o n o f t r a c t 

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

W iser i s t h e h u n d r e d p e r c e n t w o r k i n g i n t e r e s t 

owner. 

MR. COOTER: At t h i s p o i n t I m i g h t 

s t a t e . Mr. Catanach, and w e ' l l come t o an 

a f f i d a v i t i n j u s t a m i n u t e , b u t we've h e a r d no 
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o b j e c t i o n s f r o m any o f t h e r o y a l t y or o v e r r i d i n g 

r o y a l t y i n t e r e s t owners, and, i n f a c t , have 

r e c e i v e d r a t i f i c a t i o n s f r o m 81.72 p e r c e n t o f 

t h o s e i n t e r e s t s a t t h i s t i m e . 

The l a r g e s t one we d o n ' t have back y e t , 

b u t t h e y ' v e i n d i c a t e d a p p r o v a l , i s P h i l l i p s 

P e t r o l e u m . They've i n d i c a t e d a p p r o v a l , so, we 

a n t i c i p a t e no o b j e c t i o n s by anyone t o i t . 

Q. You m e n t i o n e d t h a t i t was s u b m i t t e d 

b o t h t o t h e BLM and t h e S t a t e Land O f f i c e ? 

A. That i s c o r r e c t . We made t h e 

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

r e c e i v e d t h e i r a p p r o v a l s . 

MR. COOTER: I w o u l d i n v i t e y o u r 

a t t e n t i o n t o E x h i b i t s 6 and 7; 6 i s t h e 

p r e l i m i n a r y a p p r o v a l f r o m t h e BLM, and 7 i s t h e 

p r e l i m i n a r y a p p r o v a l f r o m t h e S t a t e Land O f f i c e . 

To c o n t i n u e i n t h e same o r d e r o f 

n u m b e r i n g , I have marked as E x h i b i t 8 t h e 

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

MR. STOVALL: Mr. C o o t e r , w i t h r e s p e c t 

t o t h a t , do you have t h e r e t u r n r e c e i p t c a r d s ? 

MR. COOTER: Yes. 

MR. STOVALL: We d o n ' t need them a t t h e 

moment, b u t we do need c o p i e s . 
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MR. COOTER: S u r e , I ' v e g o t t h e m h e r e . 

Why d o n ' t I j u s t g i v e y o u t h e o r i g i n a l s ? I d o n ' 

n e e d t h e m . I w o n ' t mark t h e m as an e x h i b i t , b u t 

a r e a p a r t o f — 

MR. STOVALL: W e ' l l a t t a c h t h e m t o 

E x h i b i t 8. 

MR. COOTER: As I s a i d , we h a v e n ' t 

h e a r d a b a d w o r d f r o m a n y o n e . 

Q. (BY MR. COOTER) A l l r i g h t , Mr. 

W i l l i a m s , I t h i n k now w e ' r e r e a d y t o go t o 

E x h i b i t No. 9, w h i c h i s o u r w a t e r f l o o d 

d e v e l o p m e n t s t u d y , a n d some o f t h e e x h i b i t s 

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

L e t ' s s t a r t o u t , i f we may, y o u ga v e a 

b r i e f h i s t o r y o f t h e g e o l o g y , o r t h e a r e a . W i l l 

y o u e x p a n d a l i t t l e b i t on t h a t ? 

A. Y e s . As we p o i n t e d o u t b e f o r e , t h i s 

p r o d u c t i o n i s f r o m t h e M a l j a m a r G r a y b u r g - S a n 

A n d r e s p o o l . The G r a y b u r g a n d San A n d r e s a r e 

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

f o r t h i s r e s e r v o i r . 

The p r o d u c t i o n i s f r o m t h e G r a y b u r g 

s a n d s . T h e s e t e n d t o be d o l o m i t i c s a n d s , 

m u l t i - z o n e o f s a n d s t h r o u g h t h e G r a y b u r g s e c t i o n 

a n d t h e p o r o u s d o l o m i t e s o f San A n d r e s . And i n 
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f i g u r e 2 o f t h e e n g i n e e r i n g r e p o r t , we've shown a 

t y p e l o g w h i c h shows t h e commonly used l o c a l 

d e s i g n a t i o n s o f t h e sands i n t h e G r a y b u r g and t h e 

po r o u s zones o f t h e San Andres t h a t a r e 

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

T h i s p r o d u c t i o n i s l o c a t e d i n w h a t ' s 

known as t h e A r t e s i a n Vacuum t r e n d . I t ' s t h e 

n o r t h w e s t s h e l f o f t h e D e l a w a r e B a s i n , and 

e a s t / w e s t a n t i c l i n a l f e a t u r e t h a t e x t e n d s some 

30, 40 m i l e s f r o m A r t e s i a t o t h e Vacuum f i e l d . 

T h i s p r o d u c t i o n i s l o c a t e d on t h a t f e a t u r e . 

I n f i g u r e 3 o f t h e e n g i n e e r i n g r e p o r t 

we've shown a s t r u c t u r e map, w h i c h i s on t o p o f 

t h e San Andres f o r m a t i o n , w h i c h w o u l d be i n 

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

i n t e r v a l . T h i s shows a v e r y low r e l i e f 

s t r u c t u r e . The o n l y s t r u c t u r a l f e a t u r e o f any 

s i g n i f i c a n c e i s on t h e s o u t h e r n edge o f t h e 

p r o d u c i n g t r e n d . You s t a r t g e t t i n g t h e 

c1os e 1 y - s p a c e d c o n t o u r s , i n d i c a t i n g where t h e 

f o r m a t i o n s t a r t s t o f a l l o f f i n t o t h e Delaware 

B a s i n , and t h i s i s e f f e c t i v e l y t h e s o u t h e r n 

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

i n t o t h e B a s i n t h e r e . 

Q. L e t me ask you t o s t o p r i g h t t h e r e and, 
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as shown on f i g u r e 3, what you were j u s t t a l k i n g 

a bout i s t o t h e s o u t h i n t h e C r o s s - T i m b e r s 

W a t e r f l o o d U n i t and n o t i n t h i s one? 

A, Yes. I t ' s t h e s o u t h edge o f t h e 

C r o s s - T i m b e r s W a t e r f l o o d U n i t , and i n t h e 

s o u t h w e s t of our P h i l l i p s f e d e r a l t r a c t , i n c l u d e d 

i n t h i s u n i t , i s r i g h t on t h e edge o f where t h a t 

f a l l s o f f i n t h e E a s i n . By t h e t i m e you g e t i n t o 

t h e s o u t h e r n h a l f o f t h o s e s e c t i o n s , S e c t i o n s 32 

and 33, t h e r e ' s no p r o d u c t i o n f r o m t h e 

Grayburg-San A n d r e s . 

The o t h e r w e l l s t h a t a r e shown i n t h e r e 

a r e Abo and Queen w e l l s , C o r b i n Queen and Abo 

p r o d u c t i o n , i n t h e s o u t h e r n p a r t o f t h o s e two 

s e c t i o n s . 

So t h e p r o d u c t i v e l i m i t s end p r e t t y 

a b r u p t l y t h e r e when you f a l l o f f i n t o t h e B a s i n . 

But t h e p r o d u c t i o n , o t h e r t h a n t h a t , o t h e r t h a n 

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

d e t e r m i n e d by t h e s t r a t i g r a p h y , t h e p o r o s i t y , 

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

The f i e l d i s c h a r a c t e r i z e d by v e r y 

l i t t l e p r i m a r y w a t e r p r o d u c t i o n . T h e r e ' s no 

o i l / w a t e r c o n t a c t known. I t ' s a s o l u t i o n gas 

d r i v e p r o d u c i n g mechanism i n t h e r e s e r v o i r . 

CUMBRE COURT REPORTING 
(5 05) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

1 9 

2 0 

2 1 

2 2 

2 3 

24 

25 

1 7 

P e r m e a b i l i t i e s f r o m c o r e s were 

i n d i c a t e d t o be f r o m a t e n t h o f a m i l l i d a r c y t o 

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

i n d i c a t e d f r o m c o r e s was 11.4 p e r c e n t a v e r a g e . 

As we i n d i c a t e d , i t ' s a m u l t i - z o n e 

r e s e r v o i r w i t h many zones p r o d u c i n g , and I t h i n k 

t h i s i s c h a r a c t e r i z e d by t h e two c r o s s - s e c t i o n s 

t h a t a r e p r o v i d e d . I n f i g u r e s 4 and 5 o f t h e 

r e p o r t , we've p r o v i d e d c r o s s - s e c t i o n s t h a t show 

t h e m u l t i - z o n e n a t u r e o f t h e p r o d u c i n g i n t e r v a l , 

t h e r e s e r v o i r , and shows t h e c o r r e l a t i o n i n an 

e a s t / w e s t d i r e c t i o n on f i g u r e 4, and t h e 

n o r t h / s o u t h c r o s s - s e c t i o n i n f i g u r e 5. 

The volume o f t h e r e s e r v o i r was 

d e t e r m i n e d t h r o u g h an i s o p a c h map, p r o v i d e d i n 

f i g u r e 6, p r o v i d e d i n t h e r e p o r t , w h i c h i s t h e 

i s o p a c h o f t h e n e t pay. And, based on t h a t 

volume i n d i c a t e d by t h e i s o p a c h , t h e 11.4 p e r c e n t 

p o r o s i t i e s , t h e 35 p e r c e n t i r r e d u c i b l e w a t e r 

s a t u r a t i o n and a f o r m a t i o n volume f a c t o r o f 

1.24. The o r i g i n a l o i l i n p l a c e u n d e r l y i n g t h e 

u n i t a r e a was e s t i m a t e d a t 52 m i l l i o n b a r r e l s . 

T h a t ' s a l l v o l u m e t r i c . 

The gas p r o d u c t i o n d a t a and t h e 

r e s e r v o i r p r e s s u r e d a t a a r e n ' t s u f f i c i e n t t o do 
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any k i n d o f m a t e r i a l b a l a n c e c a l c u l a t i o n a n d , o f 

c o u r s e , t h e n , i t ' s n o t c l o s e d r e s e r v o i r . The 

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

many m i l e s , a c t u a l l y . So, t h e v o l u m e t r i c i s t h e 

o n l y e s t i m a t e t h a t ' s a v a i l a b l e on o i l i n p l a c e . 

Q. T e l l u s a b o u t t h e c u m u l a t i v e 

p r o d u c t i o n , Mr. W i l l i a m s , f r o m t h e a r e a . 

A. I n t h e r e p o r t , we've t a b u l a t e d t h e 

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

t a b l e s 3, 4, 5, 6 and 7 o f t h e r e p o r t g i v e a 

b r e a k d o w n on t h e p r o d u c t i o n h i s t o r y . The 

f i g u r e s , b e g i n n i n g w i t h f i g u r e 10, f i g u r e s 10 

t h r o u g h 14 g i v e a p r o d u c t i o n g r a p h t h a t p r o b a b l y 

b e s t shows t h e h i s t o r y o f t h e s e i n d i v i d u a l l e a s e s 

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

a r e a . So t h a t b a s i c d a t a h a s b e e n p r o v i d e d . 

Q. What h a s b e e n t h e p r o d u c t i o n f r o m t h e 

a r e a t o d a t e ? 

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

t h e a r e a h a s b e e n 10.18 m i l l i o n b a r r e l s . Of 

t h a t , 4.6 m i l l i o n b a r r e l s h a s b e e n d e t e r m i n e d t o 

be t h e i n d i c a t e d p r i m a r y p r o d u c t i o n , w h i c h i s 

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

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

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

t o 10.18 m i l l i o n b a r r e l s . 

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

dev e l o p m e n t h i s t o r y i n t h e a r e a , and t h a t w i l l 

t i e i n , t h e n w i t h t h i s c u m u l a t i v e i n f o r m a t i o n . 

The f i e l d was d i s c o v e r e d i n 1926. T h i s was, 

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

Lea County. 

T h i s f i r s t d r i l l i n g and de v e l o p m e n t on 

t h e l e a s e s , t o be i n c l u d e d i n t h e u n i t , was i n 

1942, and t h e m a j o r d e v e l o p m e n t p e r i o d f o r t h e 

u n i t a r e a was i n t h e 50s and 60s. 

I n t h e l a t t e r p a r t o f t h e 60s, a 

w a t e r f l o o d p r o g r a m was i n i t i a t e d on a l l t h e 

l e a s e s t h a t a r e t o be i n c l u d e d i n t h e u n i t . T h i s 

p r o g r a m was an 8 0 - a c r e f i v e - s p o t p a t t e r n 

w a t e r f l o o d . At i t s peak t h e r e were 63 p r o d u c i n g 

w e l l s and 46 i n j e c t i o n w e l l s w i t h i n t h e p r o p o s e d 

u n i t a r e a , 109 t o t a l w e l l s . 

The w a t e r f l o o d , i n our o p i n i o n and our 

r e v i e w o f i t , was n o t s u p e r v i s e d t h e way we w o u l d 

l i k e t o see i t s u p e r v i s e d , and t h e r e was a 

minimum o f any w o r k o v e r work on any o f t h e w e l l s 

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

i n t e r v a l s . There was a l a c k o f c o o r d i n a t i o n 
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between t h e zones t h a t were open t o p r o d u c t i o n , 

i n t h e i n j e c t i o n w e l l s and t h e p r o d u c i n g w e l l s . 

And, by t h e 1970s and by 1980, t h e 

w a t e r f l o o d p r o g r a m was f a i r l y w e l l abandoned and 

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

where t h e p r o d u c e d w a t e r was p u t back i n 

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

w e l l s . And, f r o m t h e 80s on, i t ' s r e a l l y n o t 

been a w a t e r f l o o d p r o j e c t as s u c h , w i t h any 

makeup w a t e r . 

D e s p i t e t h e o p e r a t i o n s o f i t , t h e r e was 

a good r e s p o n s e i n q u i t e a few a r e a s , and 

a d d i t i o n a l o i l r e c o v e r e d . And, i n f i g u r e 9 o f 

th e r e p o r t , we've shown a map t h a t shows t h e 

w a t e r f l o o d c u m u l a t i v e o i l r e c o v e r y — w a i t . I'm 

l o o k i n g a t t h e wrong map h e r e . The w a t e r f l o o d 

p e r f o r m a n c e map i s shown i n f i g u r e 15 t o t h e 

r e p o r t . We've shown t h e r e c o v e r y o f t h e 

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

u n i t a r e a , and some o f t h e r e s p o n s e has been 

q u i t e s a t i s f a c t o r y on some o f t h o s e p a t t e r n s . 

But w i t h t h e minimum o f w o r k o v e r and 

th e minimum o f i n j e c t i o n c o n t r o l , we d o n ' t t h i n k 

t h e p r o j e c t o p e r a t e d n e a r l y as e f f i c i e n t l y as i t 

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

i s 10.18 m i l l i o n , and we e s t i m a t e t h a t t h e 

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

mode o f o p e r a t i o n , w o u l d be ab o u t 636,000 b a r r e l s 

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

i n s t i t u t i n g some o t h e r t y p e o f p r o g r a m . 

L o o k i n g a t t h e o p p o r t u n i t i e s - -

MR. COOTER: B e f o r e you go t o t h a t , Mr. 

W i l l i a m s , l e t me p o i n t o u t t o Mr. Catanach t h a t 

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

a p p l i c a t i o n , a l l w i t h t h e e x c e p t i o n o f t h e o r d e r 

of u n i t i z i n g t h e Mal-Gra, and t h a t Mal-Gra U n i t 

Order i s R-2768. But a l l o f t h e w a t e r i n j e c t i o n 

o r d e r s a r e s e t f o r t h on page 3 o f t h e 

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

Q. Pardon me. Go ahead. 

A. As t h e a c q u i s i t i o n o f t h e s e p r o p e r t i e s 

were c o n s i d e r e d and we l o o k e d a t t h e 

o p p o r t u n i t i e s t h a t t h e r e m i g h t be i n t h e a r e a f o r 

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

a n a l o g i e s t h a t were a v a i l a b l e t h e r e t o l o o k a t 

were, o f c o u r s e , t h e Conoco MCA U n i t , w h i c h i s a 

l a r g e 8,000-acre u n i t , w h i c h has been v e r y 

s u c c e s s f u l i n t h e a r e a . They've d r i l l e d a 

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

i n j e c t i o n p r o g r a m . The i n j e c t i o n p r o g r a m has 

been an i n v e r t e d n i n e - s p o t , w h i c h g i v e s you l e s s 

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

c l o s e r s p a c i n g on y o u r i n j e c t i o n w e l l s . 

But w i t h t h e i r h u n d r e d i n f i l l w e l l 

p r o g r a m , t h e y ' v e r e c o v e r e d — h a d i n i t i a l r e s p o n s e s 

of a b o u t 50 b a r r e l s o f o i l p e r day, p er w e l l , on 

t h e i r h u n d r e d - w e l l i n f i l l . 

The Avon i s a more r e c e n t i n f i l l 

p r o g r a m . They went i n and d r i l l e d 22 i n f i l l 

w e l l s , had i n i t i a l p r o d u c t i v i t y o f 95 b a r r e l s o f 

o i l p e r day, p er w e l l , b u t t h e i r r e c o v e r i e s a r e 

i n d i c a t e d t o be ab o u t 55,000 b a r r e l s p e r w e l l . 

They d i d n o t f o l l o w - u p w i t h i n j e c t i o n s u p p o r t t o 

th o s e i n f i l l w e l l s , l i k e t h e i r o r i g i n a l p l a n s , 

and we f e e l t h a t t h a t h u r t t h e r e c o v e r i e s shown 

t o d a t e . 

E v i d e n c e o f t h a t , C r o s s - T i m b e r s O i l 

Company has t h e S o u t h e a s t M a l j a m a r f l o o d , w h i c h 

a d j o i n s our p r o p o s e d u n i t . They d r i l l e d 16 

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

t h e o f f s e t t i n g i n j e c t i o n w e l l s on a 4 0 - a c r e 

f i v e - s p o t . And t h e i r r e c o v e r y l o o k s l i k e i t ' s 

g o i n g t o be ab o u t be 106,000 b a r r e l s p e r w e l l . 
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T h i s i s o f f s e t t i n g a c r e a g e t o our u n i t . And t h e y 

o p e r a t e d much as we a r e p r o p o s i n g t o o p e r a t e t h e 

Caprock M a l j a m a r U n i t . 

The i n f o r m a t i o n on t h o s e o t h e r u n i t s 

we've p r o v i d e d i n t a b l e s 8 and 9 t o t h e 

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

r e v i e w o f t h e s e p r o j e c t s , we recommended t o 

i n s t i t u t e a w a t e r f l o o d p r o g r a m , where we w o u l d 

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

4 0 - a c r e s p a c i n g , and d r i l l i n f i l l w e l l s as t h e 

p r o d u c i n g w e l l s . 

So, i n e f f e c t , a l l t h e e x i s t i n g w e l l s 

w i l l be c o n v e r t e d t o w a t e r i n j e c t i o n . I n f i l l 

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

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

f o r t h a t w a t e r f l o o d p r o g r a m . That o p e r a t i o n w i l l 

g i v e us t h e 2 0 - a c r e i n f i l l w e l l s , t h e 4 0 - a c r e 

f i v e - s p o t p a t t e r n , and we've e s t i m a t e d t h a t w e ' l l 

have i n i t i a l p r o d u c t i v i t i e s o f ab o u t 50 b a r r e l s a 

day, p e r w e l l , on t h e i n f i l l w e l l s , and r e c o v e r 

a p p r o x i m a t e l y 116,000 b a r r e l s p e r w e l l , p e r 

p r o d u c e r . 

T h i s w i l l g i v e us an a d d i t i o n a l 

e s t i m a t e d r e c o v e r y , and t h i s i s i n a d d i t i o n t o 

th e 636,000 b a r r e l s t h a t we e x p e c t t o g e t f r o m 
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c o n t i n u a t i o n o f t h e p r e s e n t o p e r a t i o n s , an 

a d d i t i o n a l r e c o v e r y o f 6.8 m i l l i o n b a r r e l s o f o i l 

f r o m t h e p r o j e c t . 

We p o i n t o u t t h a t t h i s a d d i t i o n a l o i l 

r e c o v e r y i s as a r e s u l t o f t h e 4 0 - a c r e w a t e r f l o o d 

p r o j e c t . The i n f i l l w e l l s a r e j u s t a f a c i l i t y t o 

t h a t p r o j e c t , t o g i v e us a d r a i n a g e p o i n t i n each 

of t h e p a t t e r n s . 

The c o s t o f t h e p r o p o s e d p r o g r a m , we've 

p r o p o s e d t o i n s t i t u t e t h i s i n t h r e e - p h a s e s t e p s . 

F i g u r e 17 o f t h e r e p o r t i s c o l o r - c o d e d , t o show 

th e a r e a s and t h e w e l l s t h a t a r e g o i n g t o be i n 

Phase I , w h i c h i s what we're r e q u e s t i n g a p p r o v a l 

f o r a t t h i s p o i n t , and t h e n what we f o r e s e e as 

t h e a r e a t o be i n c l u d e d i n Phase I I and Phase 

I I I . Of c o u r s e , we want t o m a i n t a i n t h e o p t i o n 

t o m o d i f y t h o s e p l a n s f r o m what we l e a r n f r o m 

d r i l l i n g t h e i n i t i a l w e l l s and t h e i n i t i a l 

c o n v e r s i o n s . 

The e s t i m a t e d c o s t i n Phase I i s 4.2 

m i l l i o n d o l l a r s t o d r i l l 10 w e l l s and d e v e l o p 11 

w a t e r f l o o d p a t t e r n s . Phase I I w o u l d be 10.7 

m i l l i o n d o l l a r s t o d r i l l 28 w e l l s and d e v e l o p 31 

p a t t e r n s . And Phase I I I w o u l d be 8.1 m i l l i o n 

d o l l a r s t o d r i l l 21 w e l l s and 19 a d d i t i o n a l 
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p a t t e r n s . So, t h a t ' s a t o t a l o f 23 m i l l i o n 

d o l l a r s t o d r i l l 59 w e l l s and d e v e l o p 61 

i n j e c t i o n p a t t e r n s . 

I t h i n k , as I p o i n t e d o u t i n f i g u r e 17 

of t h e r e p o r t , we've shown how t h a t d e v e l o p m e n t 

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

Phase I de v e l o p m e n t as soon as we c o u l d o b t a i n 

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

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

The t o t a l i n v e s t m e n t , as I p o i n t e d o u t , 

i s 3 m i l l i o n d o l l a r s . I n t h e r e p o r t , we p r o v i d e 

economic p r o j e c t i o n s f o r t h i s d e v e l o p m e n t . 

The 10 p e r c e n t d i s c o u n t e d n e t cash f l o w f r o m t h e 

p r o j e c t i s e s t i mat e d a t 3 4 m i l l i o n d o l l a r s . The 

r a t e of r e t u r n w o u l d be 46 p e r c e n t . C a l c u l a t e 46 

per e n t , and a pa y o u t i n 3. 7 y e a r s . T h i s i s on 

th e a d d i t i o n a l r e c o v e r y o f 6.8 m i l l i o n b a r r e l s 

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

was n ' t r e d e v e 1 oped . 

T h i s wou1d b r i n g t h e u l t i m a t e r e c o v e r y 

t o a b o u t 17.9 m i l l i o n b a r r e l s o f o i l . 

Q. What's t h e t i m e p e r i o d , Mr. W i l l i a m s , 

t h a t ' s a n t i c i p a t e d f o r each o f t h e t h r e e phases? 

A. Of c o u r s e , t h a t w o u l d depend somewhat 

on t h e e x p e r i e n c e we have w i t h t h e i n i t i a l p a r t 
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of t h e p r o j e c t . R i g h t now, e v e r y o n e i s l o o k i n g 

a t t h e p r i c e o f o i l , a l s o . T hat may have some 

e f f e c t s on i t . But we a n t i c i p a t e a p p r o x i m a t e l y 

two t o t h r e e y e a r s t o d e v e l o p t h e f u l l p r o j e c t . 

Q. I n y o u r o p i n i o n , w o u l d t h e d r i l l i n g o f 

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

e c o n o m i c a l l y f e a s i b l e ? 

A. I t h i n k i t w o u l d be q u e s t i o n a b l e 

e c o n o m i c s . We w o u l d e s t i m a t e you w o u l d p r o b a b l y 

be l o o k i n g a t 40-, 50,000 b a r r e l s . And I t h i n k 

i t be w o u l d n ' t be t h e t y p e o f economics t h a t you 

w o u l d be l o o k i n g f o r . You w o u l d p r o b a b l y be 

g e t t i n g y o u r money back. 

The c r u x o f t h e p r o g r a m i s t h a t y ou 

have t o do t h e w a t e r f l o o d and do i t a t t h e same 

t i m e . The w e l l s a r e j u s t d r i l l e d t o p r o v i d e t h e 

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

Q. W h i l e we're t a l k i n g a b o u t w a t e r f l o o d , 

l e t ' s t u r n n e x t , i f we may, t o t h a t a p p l i c a t i o n , 

and t h e Form C-108 t h a t was f i l e d w i t h i t . 

A. Yes, t h e c o m p l e t e Form C-108 was f i l e d 

w i t h t h e Commission, and m u l t i p l e c o p i e s , and I 

t h i n k you marked t h a t t o t a l s u b m i s s i o n o f t h e 

C-108 and a l l i t s a t t a c h m e n t s t o be E x h i b i t 10. 

The C-108 p r o v i d e s a l l t h e i n f o r m a t i o n 
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w h i c h i s r e q u i r e d t h e r e by t h e f o r m . I t h i n k 

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

i n j e c t e d w i l l be a l l t h e p r o d u c e d w a t e r t h a t ' s 

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

as makeup volume t o b a l a n c e t h e w i t h d r a w a l s f r o m 

t h e r e s e r v o i r , as r e q u i r e d . 

I n j e c t i o n r a t e s we've e s t i m a t e d a t 250 

b a r r e l s o f w a t e r p e r day p e r i n j e c t i o n w e l l . 

T h i s i s t h e i n j e c t i v i t y t h a t we w o u l d l i k e t o 

a t t a i n . The i n j e c t i o n p r e s s u r e s , we t h i n k , w o u l d 

p r o b a b l y a v e r a g e a r o u n d a t h o u s a n d pounds, b u t we 

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

p r o b a b l y , w i t h s t e p r a t e t e s t i n g , t o m a i n t a i n our 

i n j e c t i v i t y . 

We w o u l d l i k e t o r e q u e s t t h a t 

p r o v i s i o n s be made i n t h e o r d e r f o r 

a d m i n i s t r a t i v e a p p r o v a l t o i n c r e a s e t h e i n j e c t i o n 

p r e s s u r e when t h e p r o p e r s t e p r a t e t e s t i n g 

i n f o r m a t i o n i s p r o v i d e d t o t h e Commission. 

The w e l l d a t a and s c h e m a t i c s a r e 

p r o v i d e d by t h e C-108. E x h i b i t D, I b e l i e v e i t 

i s , p r o v i d e s t h e i n f o r m a t i o n on t h e P & A'd w e l l s 

t h a t a r e w i t h i n t h e a r e a o f r e v i e w , and t h e r e ' s a 

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

r e v i e w t h e r e t h a t I ' v e i n c l u d e d t h e d a t a . 

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

14 

1 5 

1 6 

1 7 

1 8 

19 

20 

2 1 

2 2 

2 3 

24 

25 

28 

Whether t h e y ' r e on t h e l i n e o r o u t s i d e t h e l i n e 

or n o t , you w o u l d have t o measure or s u r v e y , 

p r o b a b l y . But t h e y were n o t i n c l u d e d because 

t h e y were c l o s e enough t o be q u e s t i o n a b l e . 

The t h i n g I wanted t o p o i n t o u t was i n 

E x h i b i t - - w e 1 1 , okay, E x h i b i t B t o t h a t C-108. 

The f i r s t page o f t h a t i s a s c h e m a t i c , w h i c h i s a 

t y p i c a l i n j e c t i o n w e l l s e t - u p t h a t w i l l be used 

i n t h e u n i t a r e a . 

Most o f t h e w e l l s a r e 5 - 1 / 2 - i n c h c a s i n g 

w i t h a p e r f o r a t e d c o m p l e t i o n . W e ' l l s e t a p a c k e r 

a p p r o x i m a t e l y 50 f o o t above t h o s e p e r f o r a t i o n s , 

have p 1 a s t i c - 1 i n e d t u b i n g t o t h e s u r f a c e f o r our 

i n j e c t i o n f l u i d s . The a n n u l a r space b e h i n d t h e 

t u b i n g and above t h e p a c k e r w i l l be c i r c u l a t e d 

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

c a s i n g a n n u l u s , and, o f c o u r s e , a p r e s s u r e 

m o n i t o r on t h a t b r a i d e n head t o m o n i t o r t h e 

c o n d i t i o n o f t h e w e l l . 

That w o u l d be t h e t y p e o f i n j e c t i o n 

w e l l p r o v i s i o n t h a t w o u l d be made f o r each o f t h e 

i n j e c t i o n w e l l s . 

Q. F o l l o w i n g t h a t t y p i c a l i n j e c t i o n w e l l , 

t h e n , you s e t f o r t h t h e d a t a on each o f t h e 

a c t u a l w e l l s , have you n o t ? 
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A. T h a t ' s r i g h t , p r e s e n t c o n d i t i o n o f t h e 

p r o p o s e d i n j e c t i o n w e l l s i s shown f o r each o f t h e 

w e l l s t h a t we're p r o p o s i n g i n Phase I . 

Q. A l l r i g h t . Go t o E x h i b i t C t o t h a t 

f o r m . 

A. E x h i b i t C i s j u s t t h e w e l l d a t a on each 

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

p e n e t r a t e d t h e p r o d u c i n g f o r m a t i o n p r o v i d e d . And 

E x h i b i t D, t h e n , i s t h e w e l l d a t a and s c h e m a t i c 

d i a g r a m o f a l l t h e p l u g g e d and abandoned w e l l s 

t h a t a r e w i t h i n t h e a r e a o f r e v i e w . 

And t h e l a s t e x h i b i t i s a t a b u l a t i o n 

and a l i t t l e map s h o w i n g t h e e x i s t i n g f r e s h w a t e r 

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

i n j e c t i o n . None o f t h e f r e s h w a t e r w e l l s a r e 

c u r r e n t l y a c t i v e . 

I v i s i t e d them, made a f i e l d t r i p and 

v i s i t e d t h e l o c a t i o n s o f a l l t h o s e , e x c e p t t h e 

one I c o u l d n ' t f i n d , and t h e y ' v e a l l been 

abandoned, a c o u p l e o f them p l u g g e d , b u t most o f 

them abandoned. 

Q. E x h i b i t A t o t h a t f o r m i s a map w h i c h 

shows y o u r a r e a o f r e v i e w , i s i t n o t ? 

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

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

MR. COOTER: I have marked as E x h i b i t 

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

w i t h i n t h e h a l f - m i l e a r e a o f r e v i e w , and I have 

t h e r e t u r n r e c e i p t s on t h a t . A g a i n , we've h e a r d 

no o b j e c t i o n s . Those a r e t h e u n i t , and t h e s e a r e 

th e f l o o d . 

A. There was j u s t one o t h e r p o i n t t h a t I 

wanted t o make i n c o n j u n c t i o n w i t h t h e 

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

enhanced o i l r e c o v e r y p r o j e c t . 

T h i s i s an a r e a t h a t was w a t e r f l o o d e d 

p r e v i o u s l y . That w a t e r f l o o d has been abandoned. 

O p e r a t i n g i t as a f l o o d has d i s i n t e g r a t e d i n t o 

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

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

i n t o an e r r a t i c p a t t e r n o f i n j e c t i o n w e l l s , i t ' s 

no l o n g e r a w a t e r f l o o d . 

We're t a l k i n g a b o u t i n s t i t u t i n g an 

e n t i r e l y new p r o j e c t . I t w i l l be a 4 0 - a c r e 

w a t e r f l o o d . A l l t h e e x i s t i n g w e l l s w i l l 

b a s i c a l l y be c o n v e r t e d t o i n j e c t i o n . The 4 0 - a c r e 

s p a c i n g , f r o m what e x p e r i e n c e Conoco and 

C r o s s - T i m b e r s have had, g i v e s a much b e t t e r 

w a t e r f l o o d sweep e f f i c i e n c i e s , b e t t e r 
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r e c o v e r i e s . 

W e ' l l i n s t i t u t e t h a t and d r i l l t h e 

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

each o f t h o s e p a t t e r n s . T h i s i s , i n r e a l i t y , a 

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

by t h e s i m i l a r a r e a s , and c o n t i n u e d w a t e r 

d i s p o s a l under t h o s e e x i s t i n g w a t e r f l o o d o r d e r s . 

Q. Mr. W i l l i a m s , i s t h e p r o p o s e d p r o j e c t 

a r e a now so d e p l e t e d t h a t i t i s p r u d e n t t o a p p l y 

t h e enhanced r e c o v e r y t e c h n i q u e s w h i c h you've 

t e s t i f i e d a b o u t , t o maximi z e t h e u l t i m a t e 

r e c o v e r y o f c r u d e o i l ? 

A. Yes. The w a t e r f l o o d p r o g r a m t h a t was 

c a r r i e d o u t i s , b a s i c a l l y , d e p l e t e d . As you can 

see f r o m our r e s e r v e e s t i m a t e s , f r o m an a r e a t h i s 

s i z e , has a r e s e r v e e s t i m a t e o f 600,000 b a r r e l s , 

i s n e a r i n g i t s economic l i m i t . 

And t h e o t h e r m a t t e r t h a t makes i t 

a t t r a c t i v e and p r u d e n t i s t h a t e x p e r i e n c e t h a t 

p e o p l e have d e m o n s t r a t e d i n o f f s e t t i n g u n i t s , 

8 0 - a c r e w a t e r f l o o d p r o g r a m s , d o n ' t r e c o v e r a l l 

t h e o i l t h a t can be r e c o v e r e d . Going t o a 

40 - a c r e p a t t e r n w i l l i m p r o v e t h a t r e c o v e r y and 

r e c o v e r a d d i t i o n a l o i l t h a t , i n no o t h e r way, 

wo u l d be r e c o v e r e d . 
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Q. So, i t i s t e c h n i c a l l y and e c o n o m i c a l l y 

f e a s i b l e t o p r o c e e d as you have t e s t i f i e d ? 

A. Yes, s i r . 

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

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

p r e m a t u r e l y f i l e d ? 

A. I don' t - -

Q. The a p p l i c a t i o n f o r t h e enhanced o i l 

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

A. Oh, no. We w o u l d i n t e n d t o p r o c e e d 

w i t h t h e p r o j e c t i m m e d i a t e l y on r e c e i v i n g t h e 

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

Q. Nor i s t h e p r o j e c t p r e m a t u r e l y 

p r o p o sed? 

A. No. The sooner we c o u l d do t h e 

p r o j e c t , t h e b e t t e r . 

Q. I f t h e Commission were t o g r a n t t h e s e 

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

e f f o r t , i n y o u r o p i n i o n , w i l l W i s e r O i l r e c o v e r 

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

A. Yes. I n our a n a l y s i s , t h e 6.8 m i l l i o n 

b a r r e l s t h a t we e s t i m a t e can be r e c o v e r e d w i t h 

t h i s w a t e r f l o o d p r o g r a m i s o i l t h a t , i n no o t h e r 

way, w o u l d be r e c o v e r e d w i t h o u t t h e i n s t i t u t i o n 

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

app) 1 i c a t i o n s be i n t h e b e s t i n t e r e s t o f 

c o n s e r v a t i o n ? 

A. Y e s , t h e y w o u l d . 

Q. P r e v e n t i o n o f w a s t e ? 

A. Yes . 

Q. 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 ? 

A. A b s o l u t e l y . 

Q. The e x h i b i t s t h a t y o u ' v e r e f e r r e d t o i n 

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

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

r e f e r r e d t o t h e r e i n ? 

A. Y e s , s i r . 

MR. COOTER: W i t h t h e e x c e p t i o n o f t h e 

a f f i d a v i t s , w h i c h a r e m i n e . We w o u l d o f f e r a l l 

t h e e x h i b i t s . I t h i n k t h e y ' r e 1 t h r o u g h 1 1 . 

EXAMINER CATANACH: E x h i b i t s 1 t h r o u g h 

11 w o u l d be a d m i t t e d as e v i d e n c e . 

Q. Bob, a n y t h i n g e l s e ? 

A. I d o n ' t h a v e a n y t h i n g e l s e . 

MR. COOTER: T h a t c o n c l u d e s o u r 

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

THE WITNESS: P a u l , maybe we s h o u l d 

m e n t i o n , as we p o i n t e d o u t i n o u r a p p l i c a t i o n , we 

l i s t e d a l l t h e o r d e r s t h a t w e r e c u r r e n t l y i n 
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e f f e c t a u t h o r i z i n g w a t e r i n j e c t i o n i n t h e a r e a , 

a n d t h e s e go b a c k many y e a r s . 

T h e r e ' s a l s o t h e o r d e r a p p r o v i n g t h e 

M a l - G r a U n i t , t h a t w e ' r e p r o p o s i n g t o be i n c l u d e d 

i n t o t h i s u n i t . Upon t h e r e q u e s t e d a p p r o v a l o f 

t h e u n i t a n d w a t e r f l o o d p r o j e c t , as we see i t , 

t h o s e o l d e r o r d e r s s h o u l d be t e r m i n a t e d a n d , I 

g u e s s , s h o u l d we r e q u e s t t h a t ? 

MR. COOTER: We w o u l d so move. T h e y ' r e 

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

l i k e , I ' l l r e a d t h e m i n t o t h e r e c o r d . 

EXAMINER CATANACH: Why d o n ' t we do 

t h a t , P a u l . 

MR. COOTER: The M a l - G r a U n i t O r d e r i s 

No. R-276S. The o t h e r w a t e r f l o o d i n j e c t i o n 

D i v i s i o n O r d e r s No. R-2156, R-2157, R - 3 0 1 1 , 

R-3129, a n d WFX, w h i c h I u n d e r s t a n d a r e 

A d m i n i s t r a t i v e O r d e r s , 1 3 2 , 1 3 9 , 1 4 9 , 1 6 0 , 1 7 1 , 

173, 1 85, 2 0 0 , 211 a n d 295. 

THE WITNESS: One a d d i t i o n t h e r e , P a u l . 

T h e r e ' s an O r d e r R-2769 t h a t g o e s i n c o n j u n c t i o n 

w i t h 2 7 6 8 , w h i c h i s t h e u n i t i z a t i o n o f M a l - G r a , 

an d 69 was t h e w a t e r f l o o d a u t h o r i t y . 

MR. COOTER: Okay. T h a n k y o u . 
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EXAMINATION 

BY EXAMINER CATANACH: 

Q • How many s e p a r a t e w a t e r f l o o d s d i d we 

have i n t h i s p r o p o s e d u n i t 9 

A . I h a d n ' t c o u n t e d them t h a t way. P e r r y , 

can you h e l p us? 

MR. STOVALL: I s t h e r e a n o t h e r w i t n e s s 

who w o u l d be more a p p r o p r i a t e t o answer t h a t ? 

THE WITNESS: No. We w e r e n ' t p l a n n i n g 

a n o t h e r w i t n e s s . P e n n z o i l had an o p e r a t i o n , and 

I w o u l d say a l l t h e i r s c o u l d be c o u n t e d as one. 

B r o t h e r s had an o p e r a t i o n , t h a t w o u l d be two. 

Sou t h w e s t R o y a l t i e s had an o p e r a t i o n , t h a t w o u l d 

be t h r e e . And Murphy B a x t e r had an o p e r a t i o n . 

So t h e r e w o u l d be f o u r w a t e r f l o o d o p e r a t i o n s . 

B a x t e r , i t was on t h r e e s e p a r a t e l e a s e s , so I 

t h i n k t h e y had t h r e e a u t h o r i z a t i o n s . 

MR. STOVALL: There were t h r e e l e a s e d 

w a t e r f l o o d s , i s what y o u ' r e s a y i n g ? 

THE WITNESS: Yes, u n i t s . And 

Southwest R o y a l t i e s was two s e p a r a t e l e a s e s . 

P e n n z o i l was f o u r o r f i v e l e a s e s . 

But some o f t h o s e , say, l i k e Murphy 

MR. HUGHES: They may have had two 

o r d e r s . 
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THE WITNESS: Yeah, s e v e r a l o f them had 

more t h a n one o r d e r , you can t e l l by t h e number 

of them, because t h e y p u t i n a few i n j e c t i o n 

w e l l s and t h e n expanded i t w i t h o t h e r o r d e r s . 

So, t h e r e were--

Q. (BY EXAMINER CATANACH) S e v e r a l ? 

A. That many o p e r a t i o n s i n t h e a r e a . And, 

l i k e t h e a r e a a d j o i n i n g our p r o p o s e d u n i t , some 

of i t was n o t i n u n i t s and t h e y had l i t t l e f l o o d s 

g o i n g t h e r e , t o o . 

MR. STOVALL: And j u s t f o r t h e r e c o r d , 

s i n c e you have spoken and i t ' s on t h e r e c o r d , 

w o u l d you i d e n t i f y y o u r s e l f , p l e a s e ? 

MR. HUGHES: My name i s P e r r y L. 

Hughes. 

Q. (BY EXAMINER CATANACH) Okay. W i t h i n 

t h e p r o p o s e d a r e a , was t h e Mal-Gra U n i t t h e o n l y 

u n i t i z e d — 

A. I t was t h e o n l y t h i n g t h a t was a c t u a l l y 

a u n i t , y e s , s i r . 

Q. The r e s t o f them were on a l e a s e b a s i s , 

as you u n d e r s t a n d ? 

A. They were o p e r a t e d on a l e a s e b a s i s . 

Q. Do you know i f t h a t u n i t has 

t e r m i n a t e d ? 
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A. No, i t h a s n o t . I t ' s s t i l l a v a l i d 

u n i t . And w e ' r e p r o p o s i n g t h a t t h a t a c r e a g e be 

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

t e r m i n a t e d . 

Q. I s W i s e r t h e u n i t o p e r a t o r f o r t h a t 

u n i t ? 

A. They own i t 100 p e r c e n t . 

MR. STOVALL: A r e a n y o f t h e o v e r r i d e s 

i n t h a t u n i t ? F o r r e c o r d p u r p o s e s , l e t ' s g e t y o u 

t o a n s w e r t h a t . 

THE WITNESS: Y e s. 

MR. STOVALL: I g u e s s maybe t h e more 

i m p o r t a n t q u e s t i o n i s , a n y o f t h e o n e s y o u ' r e 

s e e k i n g t o s t a t u t o r i l y u n i t i z e . 

THE WITNESS: L e t me l o o k a t my u n i t 

a g r e e m e n t . 

MR. STOVALL: W h i l e y o u ' r e l o o k i n g , c a n 

y o u t e l l me i f t h a t was a s t a t u t o r y u n i t o r was 

i t a v o l u n t a r y u n i t . 

THE WITNESS: I c a n ' t t e l l y o u 

o f f h a n d . I w o u l d h a v e t o l o o k a t t h e o r d e r . I'm 

g u e s s i n g i t was v o l u n t a r y . 

MR. STOVALL: Do y o u know a b o u t t h e 

y e a r o f t h e o r d e r , o r d e c a d e . 

THE WITNESS: No, s i r . Can y o u t e l l 
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f r o m t h e n u m b e r ? 2 7 6 8 . 

MR. STOVALL: The S t a t u t o r y U n i t A c t 

d i d n ' t come i n t o p l a y u n t i l t h e 7 0 s . 

MR. COOTER: I d o n ' t t h i n k i t was a 

s t a t u t o r y u n i t . 

[ D i s c u s s i o n o f f t h e r e c o r d . ] 

EXAMINER CATANACH: What I was 

d i s c u s s i n g w i t h Bob up h e r e was w h e t h e r we h a d 

a u t h o r i t y t o t e r m i n a t e a u n i t , a n d he s a i d t h a t 

y o u , t h e o p e r a t o r , p r o b a b l y d i d . I g u e s s t h a t 

w o u l d be a q u e s t i o n I h a v e . 

W i t h i n t h e u n i t a g r e e m e n t , w h a t a r e t h e 

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

MR. COOTER: W i s e r i s t h e 100 p e r c e n t 

w o r k i n g i n t e r e s t o w n e r o f t h a t u n i t . 

MR. STOVALL: T h e r e a r e p r o b a b l y s t i l l 

some s t e p s t h a t w o u l d h a v e t o be t a k e n t o make i t 

o f f i c i a l . I t ' s a f e d e r a l u n i t o r a s t a t e u n i t ? 

MR. COOTER: S t a t e . 

MR. STOVALL: You h a v e t o do s o m e t h i n g 

p a r t i c u l a r l y t o l e t t h e L a n d O f f i c e know. 

THE WITNESS: T h e y know o u r p l a n s , a n d 

we've d i s c u s s e d w i t h t h e m w h a t t h e y t h o u g h t w o u l d 

be b e t t e r , t o c a l l t h i s w h o l e t h i n g an e x p a n s i o n 

o f t h e M a l - G r a U n i t , o r j u s t do a new u n i t a n d 
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t e r m i n a t e t h e Mal-Gra, and t h e i r s u g g e s t i o n was, 

do a new u n i t and t e r m i n a t e t h e Mal-Gra on an 

e f f e c t i v e d a t e . 

MR. STOVALL: I d o n ' t d i s a g r e e w i t h 

t h a t , f r o m a p r a c t i c a l s t a n d p o i n t . What I'm 

s u g g e s t i n g i s t h a t you need t o t a k e a l o o k a t t h e 

u n i t a g reement, p r i m a r i l y f o r t i t l e r e a s o n s . I t 

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

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

r e c o r d i t , because I t h i n k t h a t w o u l d be where 

you w o u l d r u n i n t o t r o u b l e i s i n a t i t l e 

s i t u a t i o n ; n o t f r o m a r e g u l a t o r y s t a n d p o i n t , b u t 

fr o m an o w n e r s h i p p a r t i c i p a t i o n s t a n d p o i n t . 

THE WITNESS: I n answer t o y o u r 

q u e s t i o n r e g a r d i n g t h e o v e r r i d e s , t h e o v e r r i d e s 

on t h a t l e a s e , e x c e p t f o r a t w o - p e r c e n t o v e r r i d e 

h e l d by P h i l l i p s , w h i c h we d o n ' t have a p p r o v a l i n 

hand, b u t t h e y ' v e i n d i c a t e d t h e y ' r e g o i n g t o 

ap p r o v e i t and i t ' s i n t h e b u r e a u c r a c y , b u t t h e 

r e s t o f t h e o v e r r i d e s t h e r e a r e on t h a t t r a c t a r e 

a l l o v e r r i d e s t h a t we've c r e a t e d as we a c q u i r e 

t h e p r o p e r t i e s , and t h e y ' v e a l l a p p r o v e d t h e 

u n i t . 

MR. STOVALL: So you d o n ' t have a 

p r o b l e m w i t h t a k i n g an o v e r r i d e o u t o f t h e u n i t , 
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w i t h o u t t h e i r p a r t i c i p a t i o n , and p u t t i n g them i n 

a new u n i t . 

THE WITNESS: No. The o n l y o v e r r i d e 

t h a t was i n e x i s t e n c e was P h i l l i p s , and t h e y ' v e 

i n d i c a t e d t h a t t h e y a r e g o i n g t o a p p r o v e o ur u n i t 

a g reement. 

MR. STOVALL: So, what I'm h e a r i n g you 

say, t h e n , a l l t h e o v e r r i d e s t h a t a r e b e i n g 

b r o u g h t i n under t h e S t a t u t o r y U n i t i z a t i o n A c t 

ar e on t h e o t h e r l e a s e h o l d w a t e r f l o o d a r e a s ? 

THE WITNESS: T h a t ' s r i g h t . The 

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

on t h a t T r a c t 10, w h i c h i s t h e Mal-Gra U n i t . 

MR. STOVALL: That s i m p l i f i e s t h i n g s a 

l i t t l e b i t , p r i m a r i l y f r o m a t i t l e s t a n d p o i n t and 

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

EXAMINATION RESUMED 

BY EXAMINER CATANACH: 

Q. Mr. W i l l i a m s , w h i c h o t h e r p a r t i e s , 

o t h e r t h a n P h i l l i p s , have n o t a g r e e d t o 

p a r t i c i p a t e i n t h e u n i t ? 

A. P a u l has t h e t a b u l a t i o n o f who has and 

who h a s n ' t r a t i f i e d . Of c o u r s e , y o u r b i g 

r a t i f i c a t i o n s , we're g o i n g t o have t h e i n d i c a t i o n 

f r o m t h e s t a t e , t h e l e t t e r o f a p p r o v a l , and we 
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have t h e i n d i c a t i o n f r o m t h e f e d s . The r e s t i s 

o v e r r i d i n g r o y a l t y i n t e r e s t , and t h e s e a r e 

One o f t h e b i g g e r ones i s P h i l l i p s , 

w h i c h t h e y ' v e i n d i c a t e d t h e y ' r e g o i n g t o a p p r o v e 

and t h e y h a v e n ' t , as y e t . The r e s t w i l l be v e r y 

s m a l l i n t e r e s t s , and most o f t h e l a c k o f a p p r o v a l 

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

There a r e t r u s t s and e s t a t e s and so f o r t h , and 

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

p r o b l e m . 

Q, Okay. You do have some 81.72 p e r c e n t 

s i g n e d up? 

A. Yes, s i r , a l r e a d y r a t i f i e d . 

Q. W i s e r , b e i n g t h e o n l y w o r k i n g i n t e r e s t 

owner, i s g o i n g t o be 100 p e r c e n t c o s t - b e a r i n g , 

r i g h t ? 

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

MR. STOVALL: L e t me go back on t h o s e 

numbers. What i s t h e p e r c e n t a g e o f t h e 

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

n o n c o s t - b e a r i n g i n t e r e s t s ? Do you have t h a t ? 

MR. COOTER: I n c l u d i n g P h i l l i p s , i s a 

l i t t l e u nder 19 p e r c e n t . I f y o u ' l l l o o k a t 

E x h i b i t B t o t h e u n i t a g r e e m e n t , y o u ' l l see t h a t 

CUMBRE COURT REPORTING 
(505 i 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

13 

14 

1 5 

1 6 

17 

1 8 

19 

20 

2 1 

2 2 

23 

24 

25 

4 2 

t h e o v e r r i d e s a r e r a t h e r s p l i t . T h e y ' r e a l l 

f a i r l y s m a l l w i t h t h e e x c e p t i o n o f t h e one on 

T r a c t 1 a n d T r a c t 2. The o t h e r i n t e r e s t s a r e o n , 

P h i l l i p s i s t h e — 

MR. STOVALL: L e t me b a c k up a n d make 

s u r e w e ' r e t a l k i n g a b o u t t h e same t h i n g . U n d e r 

t h e S t a t u t o r y U n i t i z a t i o n A c t , y o u d o n ' t h a v e a 

w o r k i n g i n t e r e s t p r o b l e m , b e c a u s e y o u ' v e g o t a 

h u n d r e d p e r c e n t ? 

MR. COOTER: R i g h t . 

MR. STOVALL: You h a v e t o g e t 75 

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

i n t e r e s t ? 

MR. COOTER: C o r r e c t . 

MR. STOVALL: W h i c h i n c l u d e s b o t h 

o v e r r i d e s a n d r o y a l t i e s ? 

MR. COOTER: Yes. 

MR. STOVALL: Now, my a s s u m p t i o n i s , i s 

t h a t w i t h 1 2 - a n d - a - h a 1 f p e r c e n t s t a t e a n d f e d e r a l 

r o y a l t i e s , t h a t p r o b a b l y — a m I c o r r e c t t h a t t h a t 

c o n s t i t u t e s a t l e a s t 75 p e r c e n t o f t h e n o n c o s t -

b e a r i n g i n t e r e s t ? 

MR. COOTER: I d i d n ' t a d d t h a t u p , Mr. 

S t o v a l 1 . 

MR. STOVALL: What y o u do i s , y o u 
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e s s e n t i a l l y lump t h e o v e r r i d e s and t h e r o y a l t i e s 

t o g e t h e r . So, I t h i n k what you need t o do i s 

make s u r e t h a t you have s a t i s f i e d t h a t . And I 

guess i f you o n l y have 19 p e r c e n t o f t h e 

o v e r r i d e s who h a v e n ' t c o m m i t t e d — what i s t h e 

t o t a l ? Do you know what t h e t o t a l b u r d e n i s , t h e 

o v e r r i d i n g r o y a l t y b u r d e n on t h e e n t i r e p r o j e c t ? 

Or, c o n v e r s e l y , w h at's t h e n e t r e v e n u e i n t e r e s t 

on t h e p r o j e c t ? 

MR. COOTER: W i s e r ' s n e t r e v e n u e 

i n t e r e s t i s j u s t a b o u t 80 p e r c e n t . I t ' s a l i t t l e 

u n d er t h a t on T r a c t s 1 and 2. I t ' s a l m o s t 87 on 

T r a c t 3. I t ' s 77 on T r a c t s 4 and 5. I t ' s 80 

p l u s a f r a c t i o n on 6. I t ' s j u s t under 80 on 7. 

I t ' s o v e r on 8 and 9. I t ' s j u s t a f r a c t i o n u nder 

on T r a c t s 10 and 11. I t ' s a f r a c t i o n o v e r on 

T r a c t s 12 and 13. 

I n t h a t 81.72 p e r c e n t , I have i n c l u d e d 

t h e f e d e r a l and s t a t e as a p p r o v i n g . The f e d e r a l , 

as you w i l l n o t e on some o f t h e t r a c t s , has a 

r e d u c e d r o y a l t y . On T r a c t 2 i t ' s f i v e p e r c e n t , 

on T r a c t 3 i t ' s .037. I t h i n k t h o s e a r e t h e o n l y 

r o y a l t i e s l e s s t h a n t h e c u s t o m a r y 12-and-a-ha1f. 

I a l s o w o u l d s t a t e t h a t , as y o u ' l l 

n o t i c e on T r a c t 7, t h e r e was a n e t p r o f i t s 
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i n t e r e s t w h i c h , when t h i s was p r e p a r e d , was owned 

by C a s p i n O i l , I n c . T h a t a p p e a r s on pa g e 6 o f 

E x h i b i t B t o t h e u n i t a g r e e m e n t . T h a t i n t e r e s t 

h a s b e e n a c q u i r e d by W i s e r . 

MR. STOVALL: So, when y o u s a y y o u h a v e 

an 81 p e r c e n t a p p r o v a l , t h a t i n c l u d e s t h e f e d e r a l 

a n d s t a t e r o y a l t i e s ? 

MR. COOTER: Yes, s i r . 

MR. STOVALL: And t h e o v e r r i d e s ? T h a t 

was k i n d o f w h a t I was t r y i n g t o g e t a t i n t h e 

f i r s t p l a c e , a n d t h a t s a t i s f i e s t h e 75 p e r c e n t 

n o n c o s t - b e a r i n g i n t e r e s t ? 

MR. COOTER: I t h i n k s o . And t h e way I 

c a l c u l a t e d t h a t was t a k i n g t h e i n t e r e s t f r o m t h a t 

e x h i b i t , a n d a p p l y i n g i t t o t h e t r a c t 

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

up w i t h t h a t 81.72 p e r c e n t . 

As I s a i d , t h a t d o e s n o t i n c l u d e 

P h i l l i p s , w h i c h h a s i n d i c a t e d t h a t - - I d o n ' t know 

w h e t h e r i t ' s i n H o u s t o n o r B a r t l e s v i l l e o r w h e r e 

i t i s , b u t t h e i n d i c a t i o n s a r e t h a t t h e y ' r e i n 

a c c o r d . 

MR. STOVALL: T h a t ' s p r e t t y s c a r y , Mr. 

C o o t e r , h a v i n g a l a w y e r do a l l t h a t a r i t h m e t i c . 

MR. COOTER: I a g r e e . 
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THE WITNESS: Do we n e e d t o f u r n i s h y o u 

a n y t h i n g on t h a t ? 

MR. STOVALL: No, as l o n g as I know t h e 

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

s a t i s f i e d . 

MR. COOTER: I h a v e c o p i e s o f t h e 

r a t i f i c a t i o n s w i t h me. Or, i f y o u w o u l d l i k e u s 

t o w a i t a l i t t l e b i t l o n g e r , u n t i l we g e t 

e v e r y o n e ? 

MR. STOVALL: T e c h n i c a l l y , i f y o u r e a d 

t h e s t a t u t e , y o u ' r e s u p p o s e d t o g e t t h e 

r a t i f i c a t i o n s a f t e r t h e o r d e r i s e n t e r e d . Y o u ' v e 

g o t s i x m o n t h s . So, w h a t y o u n e e d t o do i s 

s u b m i t y o u r r a t i f i c a t i o n s w i t h i n s i x m o n t h s o f 

t h e t i m e t h e o r d e r i s e n t e r e d , a n d t h a t w i l l 

s o l v e t h a t . 

EXAMINATION RESUMED 

BY EXAMINER CATANACH: 

Q. I h a v e a q u e s t i o n on t h e l e t t e r f r o m 

t h e C o m m i s s i o n e r o f P u b l i c L a n d s , w h i c h s t a t e s 

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

o f Q u a l i t y P r o d u c t i o n Company. 

A. Q u a l i t y P r o d u c t i o n Company i s t h e 

o p e r a t o r o f t h e s e p r o p e r t i e s f o r t h e W i s e r O i l 

Company. W i s e r owns t h e p r o p e r t i e s . T h e y ' r e t h e 
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w o r k i n g i n t e r e s t o w n e r . Q u a l i t y i s t h e o p e r a t o r , 

as a c o n t r a c t o p e r a t o r f o r W i s e r on t h e 

p r o p e r t i e s . 

MR. STOVALL: Who i s t h e o p e r a t o r o f 

t h e w e l l s o f r e c o r d on t h e OCD — 

THE WITNESS: W i s e r . 

MR. STOVALL: W i s e r i s ? W i s e r i s t h e 

r e s p o n s i b l e p a r t y f o r t h e s e w e l l s ? W i s e r i s 

r e s p o n s i b l e f o r p a y i n g r o y a l t i e s a n d t a x e s a n d 

p l u g g i n g w e l l s , a n d Q u a l i t y i s somebody who i s 

p a i d t o go o u t t h e r e t o do t h e w o r k ? 

THE WITNESS: We're l i k e a c o n t r a c t 

p u m p e r . We're t h e c o n t r a c t o p e r a t o r o f t h e 

p r o p e r t y . 

MR. STOVALL: So, as f a r as w e ' r e 

c o n c e r n e d , w e ' r e d e a l i n g w i t h W i s e r , a n d we 

c o u l d n ' t c a r e l e s s who Q u a l i t y i s ? 

THE WITNESS: T h a t ' s c o r r e c t . 

EXAMINER CATANACH: B u t on t h e u n i t 

a g r e e m e n t , i s t h e a g r e e m e n t g o i n g t o be s i g n e d on 

b e h a l f o f W i s e r o r Q u a l i t y ? 

MR. COOTER: I t w i l l be s i g n e d by 

W i s e r . When y o u ' r e t a l k i n g a b o u t t h a t , one t h i n g 

t h a t y o u may q u e s t i o n s o m e t i m e i s t h e o p e r a t i n g 

a g r e e m e n t . T h e r e i s no o p e r a t i n g a g r e e m e n t . 
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MR. STOVALL: P r o b a b l y t h e a n s w e r t o 

t h i s w o u l d be c l a r i f i e d i f , l e t ' s s e e , Mr. 

C o o t e r , a p p a r e n t l y y o u s u b m i t t e d i t . D i d i t go 

i n on Q u a l i t y P r o d u c t i o n l e t t e r h e a d ? 

MR. COOTER: To t h e BLM a n d t h e s t a t e ? 

MR. STOVALL: Y e s. W e l l , t h e BLM 

l e t t e r i s t o Q u a l i t y P r o d u c t i o n C o r p o r a t i o n , 

t o o . I t h i n k w h a t y o u n e e d t o do i s make s u r e 

t h a t y o u g e t t h o s e a p p r o v e d . You n e e d t o make 

s u r e t h a t b o t h r e g u l a t o r y a g e n c i e s know t h a t 

W i s e r i s t h e o p e r a t o r o f t h e p r o p e r t y . The BLM 

one s a y s , " Q u a l i t y , s u b m i t t e d on b e h a l f o f 

W i s e r , " a n d t h e S t a t e L a n d O f f i c e s a y s , "Rodey 

l a w f i r m , s u b m i t t e d on b e h a l f o f Q u a l i t y . " 

THE WITNESS: H e r e ' s t h e l e t t e r we 

s u b m i t t e d t o t h e L a n d O f f i c e , a n d we s a i d i t was 

s u b m i t t e d on b e h a l f o f W i s e r , b u t we d i d t h e w o r k 

as t h e o p e r a t o r . 

MR. COOTER: I t ' s W i s e r ' s b o n d . 

MR. STOVALL: W e l l , I'm g o i n g t o make a 

s u g g e s t i o n t o y o u , i s t h a t y o u n o t r e f e r , b e c a u s e 

t h e y become, k i n d o f , t e r m s o f a r t , i s t h a t y o u 

n o t t e f e r t o Q u a l i t y as t h e o p e r a t o r , b u t r e f e r 

t o t h e m as t h e c o n t r a c t o p e r a t i o n s m a n a g e r , o r 

s o m e t h i n g l i k e t h a t . T h a t w i l l k e e p t h e 
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b u r e a u c r a t s f r o m g e t t i n g c o n f u s e d . W i s e r i s t h e 

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

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

I u n d e r s t a n d w h a t y o u r d i s t i n c t i o n i s , 

b u t when y o u p u t i t on p a p e r , i t ' s n o t as c l e a r . 

B e c a u s e o p e r a t o r i s a t e r m o f a r t i n t h e 

r e g u l a t o r y w o r l d . 

THE WITNESS: Okay. Do y o u n e e d a 

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

MR. STOVALL: I d o n ' t t h i n k we do. 

I t ' s on t h e r e c o r d . B u t w i t h t h e L a n d O f f i c e a n d 

t h e BLM, y o u n e e d t o make s u r e t h a t t h e y r e p o r t 

W i s e r as t h e o p e r a t o r o f t h e p r o j e c t . 

EXAMINER CATANACH: Y es. The o r d e r s we 

i s s u e w i l l be on b e h a l f o f W i s e r . 

THE WITNESS: T h a t ' s c o r r e c t . 

MR. STOVALL: A g a i n , w h a t t h a t means, 

t o o , when y o u s u b m i t r e p o r t s t o t h e D i v i s i o n , as 

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

s u b m i t t e d i n t h e name o f W i s e r , o r t h e y w o n ' t be 

a c c e p t e d . D o n ' t p u t Q u a l i t y ' s name on i t . 

U n l e s s i t s a y s , Q u a l i t y , as a g e n t f o r W i s e r . 

THE WITNESS: R i g h t . No, t h e h e a d i n g 

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

name o f W i s e r . 
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EXAMINATION RESUMED 

BY EXAMINER CATANACH: 

Q . Mr. W i l l i a m s , does t h e u n i t i z e d 

i n t e r v a l s u r f a c e t o 5,500 f e e t , i s t h e r e a t y p e 

l o g w i t h i n t h e u n i t agreement t h a t we're g o i n g t o 

use t o i d e n t i f y t h a t ? 

A. I s t h e r e a what? 

Q. A t y p e l o g , o r a w e l l we can use t o 

i d e n t i f y t h a t i n t e r v a l ? 

A. The r e a s o n we asked f o r i t i n t h a t 

manner i s t h e r i g h t s t h a t we f i n a l l y o b t a i n e d a l l 

j u s t s ay, "From t h e s u r f a c e t o 5,500 f e e t b e l o w 

t h e s u r f a c e . " I t ' s n o t a c t u a l l y a s t r a t i g r a p h i c 

i n t e r v a l . The f o r m a t i o n s i n t h i s a r e a a r e 

r e l a t i v e l y f l a t . The d e p t h t h a t W iser has, and 

we w o u l d l i k e t o i n c l u d e i t a l l , i s t o 5,500 f o o t 

below t h e s u r f a c e . 

Q. Does t h a t i n c l u d e o r go down t o t h e 

base o f t h e San Andres? 

A. T h a t ' s a p p r o x i m a t e l y — i t ' s p r o b a b l y , 

w hat, 300 f e e t above t h e r e a l base o f t h e San 

An d r e s , yeah. And t h a t ' s p r o b a b l y t h r o u g h a l l 

t h e known p r o d u c i n g i n t e r v a l s t h a t have been 

c o m p l e t e d i n t h e San An d r e s . 

MR. STOVALL: I n o t h e r w o r d s , what 
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y o u ' r e s a y i n g t o us i s t h a t y o u r r i g h t s a r e n o t 

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

f o o t a g e ? 

THE WITNESS: T h a t ' s c o r r e c t . I t was 

j u s t a d e p t h d e s i g n a t i o n . And i t ' s common. I t ' s 

n o t a l w a y s s t r a t i g r a p h i c . S o m e t i m e s t h e y ' l l s a y 

t o t h e b a s e o f t h e San A n d r e s , o r t o t h e t o p o f 

t h e San A n d r e s , a n d o t h e r t i m e s t h e y ' l l s a y 50 

f o o t b e l o w t h e d e p t h d r i l l e d i n t h e f i r s t w e l l , 

so t h a t w i l l j u s t g i v e y o u d e p t h . And i t ' s n o t 

s t r a t i g r a p h i c . 

I f i t d o e s n ' t go o v e r t o o l a r g e an 

a r e a , t h e s t r a t i g r a p h i c c h a n g e i s m i n i m a l . 

MR. STOVALL: I t h i n k I h e a r d y o u s a y a 

m i n u t e ago t h a t , t o t h e b e s t o f y o u r k n o w l e d g e , 

b e l o w t h a t 5,500 f o o t , t o t h e e x t e n t y o u ' r e s t i l l 

i n t h e San A n d r e s , t h e r e ' s no p r o d u c t i v e 

f o r m a t i o n a n y w a y ? 

THE WITNESS: I'm n o t a w a r e o f a n y 

p r o d u c t i o n i n t h e San A n d r e s d e e p e r t h a n t h a t . 

MR. STOVALL: So y o u ' r e n o t l i k e l y t o 

g e t t h e owne r o f t h o s e r i g h t s t o go o u t a n d s t a r t 

d r i l l i n g a w e l l , a n d p u t a w e l l on y o u r p r o r a t i o n 

u n i t , b e l o w y o u r u n i t — 

EXAMINER CATANACH: I n t h e same p o o l ? 
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MR. STOVALL: Do you f o l l o w what we're 

s a y i n g ? 

THE WITNESS: I see what y o u ' r e 

s a y i n g . I w o u l d n ' t e x p e c t i t , b u t I'm n o t aware 

of any p r o d u c t i v e p r o s p e c t s b e l o w t h a t 5,500 

d e p t h l i m i t i n t h e San An d r e s . 

When we s t a r t e d w o r k i n g on t h e p r o j e c t , 

t h e s e l e a s e s were a l l i n d i v i d u a l s l e a s e s , and 

t h e y had a l l been f a r m o u t s f r o m P h i l l i p s . And 

each l e a s e had a d i f f e r e n t d e p t h l i m i t , and d e p t h 

l i m i t s v a r i e d f r o m 4,000 t o 5,200, I t h i n k . 

And, t h r o u g h q u i t e a b i t o f 

n e g o t i a t i o n , we went back t o P h i l l i p s and g o t 

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

g r a n t t h e 5,500 d e p t h l i m i t o v e r t h i s e n t i r e 

a r e a . So we had s o m e t h i n g c o n s i s t e n t , and d i d n ' t 

have a d d i t i o n a l d e p t h s drawn on each t r a c t i n t h e 

u n i t . 

MR. COOTER: I m i g h t add i n t h a t 

r e g a r d , j u s t t o s u p p l e m e n t , t h e o v e r r i d i n g 

r o y a l t y owners t r e a t e d i t as f a r m i n g t h e i r 

i n t e r e s t s t o t h e 5,500 f o o t d e p t h , even t h o u g h 

t h e y may n o t — 

MR. STOVALL: I t seems t o me we had 

t h a t d i s c u s s i o n p r i o r t o y o u r f i l i n g t h i s case, 
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as t o how t o t r e a t t h a t , d i d n ' t we? 

MR. COOTER: We t r e a t e d i t as i f t h e y 

own i t c l e a r t o t h e 5,500 f e e t . There a r e no 

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

Q. (BY EXAMINER CATANACH) The BLM and 

S t a t e Land O f f i c e d o n ' t have any p r o b l e m w i t h t h e 

t r a c t p a r t i c i p a t i o n ? 

A. No. They were i n agreement. T h e i r b i g 

command was, d o n ' t use any a c r e a g e i n t h e 

f o r mu1a. 

MR. STOVALL: I s t h a t what t h e y s a i d ? 

THE WITNESS: That was t h e d e s i r e s o f 

BLM . 

Q. I miss e d some o f t h e f i g u r e s . I f I 

o r i g i n a l l y h e a r d r i g h t , you s a i d 52 m i l l i o n 

b a r r e l s o r i g i n a l o i l i n p l a c e ? 

A. We d e t e r m i n e d v o l u m e t r i c a 1 l y a t 52 

m i l l i o n b a r r e l s . 

Q. C u m u l a t i v e p r o d u c t i o n t o d a t e , and t h a t 

means t o when? 

A. I t h i n k i t ' s t h e b e g i n n i n g o f 93. 

MR. STOVALL: Has t h e r e been any 

p r o d u c t i o n , t o speak o f , i n 93? 

THE WITNESS: I n t h e e n g i n e e r i n g 

r e p o r t , I t h i n k t h a t ' s on--yeah, 7/1/92, i s when 

CUMBRE COURT REPORTING 
(5 05) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

15 

16 

1 7 

1 8 

19 

20 

2 1 

2 2 

23 

24 

25 

53 

t h e r e p o r t was done. The c u m u l a t i v e f i g u r e t h e y 

used a t t h e t i m e o f t h e r e p o r t was 7/1/92, 10.18 

m i l l i o n b a r r e l s . 

Q. Okay. Now, you gave me a number a f t e r 

t h a t a b o u t t h e p r i m a r y number? 

A. We've e s t i m a t e d t h a t t h e p r i m a r y was 

4.6 m i l l i o n b a r r e l s . 

Q. R o u g h l y , or ab o u t n i n e p e r c e n t ? 

A . T h a t ' s r i g h t . 

Q. And t h e r e s t ? 

A. To g e t t o our p r e s e n t c u m u l a t i v e , you 

wo u l d have a b o u t 5.58 m i l l i o n b a r r e l s o f 

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

a r e a . And t h e n we've e s t i m a t e d t h a t t h e 

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

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

w o u l d be 636,000 b a r r e l s . 

And I t h i n k t h o s e numbers a r e d e t a i l e d 

i n b o t h t h e T a b l e 1 and T a b l e 2 o f our e x h i b i t , 

b e i n g t h e W a t e r f l o o d Redevelopment S t u d y . 

Q . Were t h e r e w a t e r f l o o d s t h a t were 

o r i g i n a l l y c o n d u c t e d , were t h e y 8 0 - a c r e 

f i v e - s p o t ? 

A. Yes, t h e y were a l l 8 0 - a c r e f i v e - s p o t 

p a t t e r n s , w i t h c o n v e r s i o n o f e v e r y o t h e r e x i s t i n g 
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l o c a t i o n t o i n j e c t i o n . 

Q. Were t h e r e any a r e a s t h a t were 

d e v e l o p e d cn c l o s e r t h a n 8 0 - a c r e f i v e - s p o t ? 

A. E x h i b i t 8 i n t h e r e p o r t shows t h e 

p a t t e r n d e v e l o p m e n t f o r t h a t w a t e r f l o o d . There 

were some i n f i l l w e l l s t h a t were d r i l l e d on f o u r 

or f i v e o f t h e l e a s e s as e v a l u a t i n g what t h e y 

t h o u g h t o f i t a t t h a t t i m e . There were, I t h i n k , 

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

t h e y e a r s , b u t , o t h e r t h a n t h a t , e v e r y t h i n g i s 

80 - a c r e f i v e - s p o t s , 40 a c r e s p e r w e l l . 

Q. 6.8 m i l l i o n b a r r e l s , e s t i m a t e d 

a d d i t i o n a l r e c o v e r y as a r e s u l t o f w a t e r f l o o d 

o p e r a t i o n s ? 

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

e s t i m a t e t h a t t h i s p r o g r a m w o u l d r e c o v e r , and 

t h a t ' s a d d i t i o n a l o i l o v e r and above t h a t 

r e m a i n i n g e s t i m a t e d r e c o v e r y o f 636,000 b a r r e l s 

f r o m c o n t i n u a t i o n o f t h e p r e s e n t mode o f 

o p e r a t i o n s . 

Q. Okay. 23 m i l l i o n d o l l a r s , t o t a l c o s t 

o f t h e p r o j e c t ? 

A. T h a t ' s c o r r e c t . T h i s i s , what I guess 

you w o u l d c a l l , c a p i t a l c o s t s . T h a t ' s i n 

a d d i t i o n t o y o u r o p e r a t i n g c o s t s , w h i c h I t h i n k 
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t h e r e ' s a n o t h e r a b o u t 46 m i l l i o n d o l l a r s i n 

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

p r o j e c t o v e r t h e y e a r s . $42,500,000 a r e t h e 

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

t h e n , w o u l d be 65 m i l l i o n d o l l a r s . 

Q. Phase I , I I and I I I , you gave me some 

numbers. Phase I y o u ' r e g o i n g t o d r i l l , was i t , 

10 w e l l s ? 

A. T h a t ' s c o r r e c t . There w i l l be 10 

i n f i l l w e l l s d r i l l e d . 

Q. Do you know how many i n j e c t i o n w e l l s 

c o n v e r t e d i n Phase I ? 

A. Yeah. The T a b l e s 10, 1 1 , 12 and 13 

d e t a i l t h o s e c o n v e r s i o n s t h a t w i l l be made. The 

w e l l s w i l l be d r i l l e d . I n Phase I we're g o i n g t o 

d r i l l 10 w e l l s , and t h e r e w i l l be a t o t a l o f 21 

i n j e c t o r s , t o t a l i n j e c t i o n s . 12 o f them w i l l be 

c o n v e r s i o n s f r o m p r o d u c i n g w e l l s , and n i n e o f 

them w i l l be w o r k o v e r s o f e x i s t i n g i n j e c t i o n 

w e l l s . 

The c o s t s a r e b r o k e o u t , t h e n , on how 

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

t h e i n f i l l w e l l s , how much c o s t i s f o r c o n v e r s i o n 

o f i n j e c t i o n w e l l s and w o r k o v e r o f i n j e c t i o n 

w e l l s and f a c i l i t i e s ; a c o m p l e t e b r e a k o u t o f 
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t h o s e c o s t s i s p r o v i d e d on t h o s e t a b l e s by 

Phase. T a b l e s 10, 11 and 12, and t h e n t h e t o t a l 

summary on T a b l e 13. 

Q. Am I c o r r e c t i n a d d i n g up my f i g u r e s , 

y o u ' r e g o i n g t o have 92 i n j e c t i o n w e l l s ? I s t h a t 

r i g h t ? 

A. That sounds h i g h . 86 t o t a l i n j e c t o r s . 

MR. STOVALL: 86 i n j e c t o r s and 59 

p r o d u c e r s , i s t h a t c o r r e c t ? 

THE WITNESS: T h a t ' s c o r r e c t . 

Q. Now, a r e you a t t e m p t i n g t o p e r m i t a l l 

86 i n j e c t o r s a t t h i s t i m e ? 

A. No, j u s t — 

Q. Phase I ? 

A. Phase I i n j e c t o r s , w h i c h a r e t a b u l a t e d 

i n o u r r e q u e s t s and shown on t h e maps i n t h e 

Phase I pr o g r a m . 

MR. STOVALL: I f Phase I i s s u c c e s s f u l , 

y o u ' l l come back and ask f o r Phase I I and I I I ? 

THE WITNESS: W e ' l l ask f o r t h o s e by 

s e p a r a t e s u b m i t t a l o f C-108. And we w o u l d l i k e 

t o ask t h a t t h a t be s e t up where t h a t c o u l d be 

done a d m i n i s t r a t i v e l y , i f p o s s i b l e . 

Q. Of t h e w e l l s t h a t we're p e r m i t t i n g f o r 

Phase I , t h e i n j e c t i o n w e l l s , do you know i f any 
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o f t h o s e have p r e v i o u s l y been p e r m i t t e d as 

i n j e c t i o n w e l l s ? 

A. Oh, yes. Nine o f them, I b e l i e v e , a r e 

c u r r e n t i n j e c t i o n w e l l s . 

Q. How many? 

A. I b e l i e v e i t ' s n i n e . 

MR. STOVALL: Are t h e y i n c l u d e d i n t h e 

t a b u l a t i o n i n y o u r c u r r e n t C-108? 

THE WITNESS: Yes. 

MR. STOVALL: You're a s k i n g t h a t t h e 

p r i o r a p p r o v a l s be w i t h d r a w n and t h e new 

a p p r o v a l s be i s s u e d w i t h t h i s o r d e r ? 

THE WITNESS: S i m u l t a n e o u s l y , y e s . 

Q. Mr. W i l l i a m s , y o u r C-108 shows a 

t y p i c a l i n j e c t i o n w e l l . 

A. T h a t ' s c o r r e c t . The f i r s t page i n 

E x h i b i t B shows t h e p r o p o s e d p h y s i c a l s e t - u p f o r 

our i n j e c t i o n w e l l , t y p i c a l i n j e c t i o n w e l l . 

Q. Okay. But you do p r o v i d e a l l t h e 

i n f o r m a t i o n n e c e s s a r y f o r each i n j e c t i o n w e l l you 

want t o u t i l i z e ? 

A. Yes. F o l l o w i n g t h a t , t h e n , i s t h e 

p h y s i c a l d a t a on t h e p h y s i c a l c o n d i t i o n o f each 

i n j e c t i o n w e l l , w i t h t h e s c h e m a t i c o f t h a t w e l l 

on t h e r e v e r s e s i d e o f t h a t t a b u l a r d a t a . 
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Q. How many i n j e c t i o n w e l l s a r e we 

p e r m i t t i n g i n Phase I ? 

A. 2 1 . And, as we p o i n t e d o u t , n i n e o f 

them a r e c u r r e n t i n j e c t i o n w e l l s , and t h e y ' r e 

diagrammed as t h e y e x i s t . 

Q. Okay. Have you examined t h e a r e a o f 

r e v i e w w e l l s and a r e s a t i s f i e d t h a t t h e y ' r e cased 

and cemented p r o p e r l y t o c o n f i n e t h a t w a t e r t o 

th e G r a y b u r g and San Andres? 

A. From t h e r e v i e w we made, t h e y a l l 

appear t o be i n r e a s o n a b l e c o n d i t i o n t o c o n t a i n 

t h e w a t e r . One o f t h e s a f e g u a r d s t h a t we have i n 

t h i s p a r t i c u l a r recommended p r o g r a m i s t h a t t h e 

i n j e c t i o n w e l l s a r e g o i n g t o be a l l our e x i s t i n g 

w e l l s , so a l l o f t h e e x i s t i n g w e l l s w i l l be 

worked on, c o n v e r t e d t o i n j e c t i o n o v e r a p e r i o d 

of t h r e e p h ases, and t h e n m o n i t o r e d . 

So t h e o l d e r w e l l s , i n e f f e c t , w i l l be 

work e d on, t o s a t i s f y t h e Commission, as t h e 

C-108s a r e a p p r o v e d on each o f t h o s e , and t h e n 

m o n i t o r e d . And t h e p r o d u c i n g w e l l s w i l l be t h e 

new l y d r i l l e d w e l l s , and our s e t - u p t h e r e i s t o 

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

So you won't have o l d w e l l s t h e r e i n 

th e a r e a t h a t a r e n ' t m o n i t o r e d and a r e n ' t r e a l l y 
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p u t i n c o n d i t i o n l i k e we have t o f o r t h e 

i n j e c t i o n w e l l s . P r o b a b l y our o n l y r i s k w e l l s 

a r e t h e P & A'd w e l l s i n t h e a r e a . 

MR. STOVALL: You've examined each o f 

t h o s e w e l l s ? 

THE WITNESS: I ' v e examined t h o s e . 

They l o o k l i k e t h e y ' r e a d e q u a t e l y cemented. That 

i n f o r m a t i o n i s a l l p r o v i d e d t h e r e i n what i s 

E x h i b i t D. 

Q . I t h o u g h t I saw s o m e t h i n g somewhere 

t h a t w o u l d show a t y p i c a l new p r o d u c i n g w e l l , and 

I made a m e n t a l n o t e t h a t t h a t was n o t c i r c u l a t e d 

t o s u r f a c e . Are you now s a y i n g i t i s y o u r 

i n t e n t ? 

A. We d i d n ' t s u b m i t any d i a g r a m o f a 

t y p i c a l i n f i l l w e l l or a n y t h i n g . B u t , y e s , t h e 

i n f i l l w e l l s , our p l a n i s t o use 1,300 f e e t o f 

8-5/3, cement i t t o t h e s u r f a c e , and 5-1/2 t o TD, 

and cement i t t o s u r f a c e . 

Q. Okay. I was l o o k i n g a t s o m e t h i n g 

e l s e . 

EXAMINATION 

BY MR. STOVALL.-

Q. Okay. L e t ' s t a k e a l o o k a t y o u r EOR 

t a x c r e d i t and some o f t h e t h i n g s t h a t a r e g o i n g 
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t o a f f e c t t h a t , because you k i n d o f have an 

e x i s t i n g f l o o d t h a t r e a l l y i s n ' t . I guess t h a t ' s 

what i t r e a l l y i s , r i g h t ? 

A. I t s t i l l has e x i s t i n g o r d e r s , b u t as a 

w a t e r f l o o d , I t h i n k we r e c o g n i z e t h a t you have t o 

p u t i n more w a t e r t h a n t h e f l u i d s t h a t y o u ' r e 

r e m o v i n g , t o have an o n g o i n g f l o o d . You're n o t 

f l o o d i n g i f y o u ' r e t a k i n g o u t more o f t h e 

r e s e r v o i r w h i c h a r e g r e a t e r t h a n t h e i n j e c t i o n . 

And a l l t h e y ' r e i n j e c t i n g now i s t h e p r o d u c e d 

w a t e r . 

Q. "They" b e i n g W i s e r ? 

A. W e l l t h e s e l e a s e s , when we a c q u i r e d 

them, we j u s t c o n t i n u e d t h e i r o p e r a t i o n s i n c e we 

a c q u i r e d them w h i l e we've been p u t t i n g t h i s 

p r o j e c t t o g e t h e r . 

Q. You a r e s a t i s f i e d , i n y o u r p r o f e s s i o n a l 

o p i n i o n , t h a t you r e a l l y are s t a r t i n g from 

s c r a t c h , you may have a l i t t l e b i t of f i l l up, 

but you don't have a w a t e r f l o o d going on? W e l l , 

you don't even have t h a t i f you're t a k i n g out 

more than you're p u t t i n g i n , r i g h t ? 

A. We're t a k i n g o u t more t h a n we're 

p u t t i n g i n , and have been f o r some t i m e . 

Q. Okay. T h a t ' s f i n e . 
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A. As f a r as t h e o i l volume and t h e gas 

volume. And i t ' s an e n t i r e l y new p r o j e c t i n t h e 

f a c t t h a t we're g o i n g t o be g o i n g t o a 4 0 - a c r e 

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

r e c o v e r y . Going back t o an 8 0 - a c r e p a t t e r n , we 

d o n ' t t h i n k , s u r e l y , w o u l d be economic, and w o u l d 

r e c o v e r v e r y l i t t l e a d d i t i o n a l s e c o n d a r y o i l . 

Q. L e t me s t o p you r i g h t t h e r e , t h e n , and 

ask you t h e n e x t q u e s t i o n w h i c h you've k i n d o f 

l e a d t o , how much o f t h e 6.8 m i l l i o n t h a t you 

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

d r i l l i n g ? I f you d i d n ' t p u t w a t e r i n a t a l l , how 

much o i l w o u l d you g e t o u t o f t h o s e w e l l s ? 

A. We c o n s i d e r t h e e n t i r e 6.8 m i l l i o n 

b a r r e l s as a r e s u l t o f t h e w a t e r f l o o d p r o g r a m . 

The r e a s o n f o r t h e i n f i l l w e l l s , t h a t ' s t h e 

f a c i l i t y o f t h e w a t e r f l o o d p r o g r a m . I f we 

c o n v e r t a l l t h e e x i s t i n g w e l l s t o i n j e c t i o n , t o 

get 4 0 - a c r e p a t t e r n s , t h e n we have t o have 

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

and we have t o d r i l l t h e i n f i l l w e l l . 

T h i s i s a f a c i l i t y , j u s t l i k e y o u r 

d i s t r i b u t i o n s y s t e m f o r y o u r w a t e r i n j e c t i o n and 

yo u r pumps and b a t t e r y f a c i l i t y , i s p a r t o f t h e 

w a t e r f l o o d o p e r a t i o n , t h e i n f i l l w e l l s . 
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EXAMINER CATANACH: T h e r e ' s n o t g o i n g 

t o be a n y d e l a y i n i m p l e m e n t i n g i n j e c t i o n 

o p e r a t i o n s ? T h e y ' r e g o i n g t o be c o m m e n c e d — 

THE WITNESS: No, s i r . We t h i n k t h e 

e x a m p l e we've s e e n f r o m t h e A v o n p r o j e c t a n d t h e 

C r o s s - T i m b e r s p r o j e c t , when y o u s u p p o r t t h e 

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

i m m e d i a t e l y , / o u r r e c o v e r i e s a r e much b e t t e r . 

Q. (BY MR. STOVALL) Okay. L e t me k i n d o f 

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

p r o c e s s , so t h a t y o u d o t t h e r i g h t I ' s a n d c r o s s 

t h e r i g h t T's, a n d , o f c o u r s e , t h e r e w i l l be a 

c o u p l e o f q u e s t i o n s . 

Now, as f a r as an EOR p r o j e c t f r o m y o u r 

p l a n s , a n d w h a t y o u ' r e a s k i n g f o r t o d a y , t h e EOR 

p r o j e c t w h i c h , i f t h i s i s a p p r o v e d t o be 

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

and t h a t i s a c t u a l l y t o y o u r a d v a n t a g e . You a r e 

f a m i l i a r w i t h t h e EOR r u l e s ? 

A. You h a v e t o h a v e t h e r e s p o n s e w i t h i n 

f i v e y e a r s . 

Q. W i t h i n f i v e y e a r s we i s s u e — And t h a t 

i s f i v e y e a r s f r o m t h e d a t e we i s s u e t h e 

c e r t i f i c a t e , n o t n e c e s s a r i l y f r o m t h e d a t e we 

s t a r t t h e o r d e r . What we h a v e d o n e , p a r t i c u l a r l y 
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where t h e r e ' s d e v e l o p m e n t and c o n s t r u c t i o n work 

t o be done, i s i s s u e an o r d e r a u t h o r i z i n g you t o 

do t h a t work. Then, when you a r e r e a d y t o 

a c t u a l l y commence i n j e c t i o n , you come back t o us 

and r e q u e s t a c e r t i f i c a t e . Are you f o l l o w i n g me? 

A. Okay. 

Q. How l o n g do you t h i n k i t w o u l d be 

b e f o r e you w o u l d be p r e p a r e d t o b e g i n i n j e c t i o n 

i n Phase I ? 

A. I w o u l d say w i t h i n a month o r two a f t e r 

we r e c e i v e t h e a u t h o r i t y . 

Q. So, you d o n ' t have any w e l l s t o d r i l l ? 

A. Yes, w e ' l l have t h e w e l l s t o d r i l l , and 

we ' 11 b e g i n — 

Q. Even b e f o r e you g e t a l l t h e w e l l s 

d r i l l e d ? 

A. - - d r i l l i n g t h e w e l l s and b e g i n t h e 

i n j e c t i o n i m m e d i a t e l y . 

Q. Okay. So, i n e f f e c t , when we i s s u e 

t h i s o r d e r , we can i s s u e t h e c e r t i f i c a t e a t t h a t 

same t i m e , and we're n o t c u t t i n g you o u t any 

c o n s t r u c t i o n t i m e ? 

A. T h a t ' s r i g h t . That w o u l d be f i n e w i t h 

us. And, as I u n d e r s t a n d i t , t h i s w i l l j u s t 

c o v e r t h e a r e a t h a t Phase I encompasses? 
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Q. That i s c o r r e c t . T hat c e r t i f i c a t e w i l l 

encompass t h e a r e a t h a t Phase I encompasses. 

Now, what I w o u l d a n t i c i p a t e , a g a i n , assuming 

a p p r o v a l , i s t h a t t h e r e may be i n c o r p o r a t e d i n 

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

f i l e C-108s on Phase I I and I I I . 

At t h e t i m e t h o s e C-108s a r e a p p r o v e d , 

you c o u l d t h e n , when y o u ' r e r e a d y t o b e g i n 

i n j e c t i o n , you c o u l d come back i n and say, "Give 

us t h e c e r t i f i c a t e f or Phase I I , " and t h e n t h e 

c e r t i f i c a t e f o r Phase I I I . T hat w o u l d s t a r t t h e 

c l o c k r u n n i n g on t h o s e phases, so y o u r f i v e y e a r s 

w o u l d n ' t b e g i n on t h o s e f i v e y e a r s u n t i l you were 

a c t u a l l y r e a d y t o b e g i n i n j e c t i o n on t h o s e 

phases. 

I guess what t h a t means, a t t h i s p o i n t , 

any a u t h o r i t y t o i n j e c t i n Phase I I and I I I i s 

g o i n g t o have t o be t e r m i n a t e d . You c o u l d n ' t p u t 

any w a t e r i n , even f o r j u s t d i s p o s a l p u r p o s e s . 

O b v i o u s l y , you w o u l d n ' t j u s t d i s p o s e t h e r e . I 

assume you d o n ' t want t o , r i g h t ? A l l t h e w a t e r 

w o u l d go i n t o Phase I ? 

A. I t w o u l d p r o b a b l y be t o our a d v a n t a g e 

t o be a b l e t o i n j e c t i n t h e w e l l s down on t h e 

S e c t i o n 28 l e a s e . T h a t ' s t h e P h i l l i p s S t a t e "B" 

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

1 9 

20 

2 1 

2 2 

23 

24 

25 

65 

l e a s e i n S e c t i o n 28. The i n j e c t i o n w e l l down 

t h e r e , t h a t ' s a s e p a r a t e b a t t e r y and a s e p a r a t e 

i n j e c t i o n s y s t e m . 

As we're d e v e l o p i n g t h i s t h i n g , i f we 

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

w e l l s down t h e r e , i t w o u l d f a c i l i t a t e t h e 

c o n v e r s i o n and n o t have t o l a y t h e l i n e t o t h e 

n o r t h . 

Q. What my c o n c e r n w o u l d be i s t h a t y o u r 

i n j e c t i o n i s under an a u t h o r i t y t h a t was i s s u e d 

back i n t h e 60s or 70s, r i g h t ? 

A. R i g h t . 

Q. Which w o u l d mean t h a t t h a t i s n o t a 

p r o j e c t a p p r o v e d a f t e r t h e e f f e c t i v e d a t e o f t h e 

A c t , w h i c h w o u l d mean i t c o u l d n o t q u a l i f y f o r 

t h e r e c o v e r y t a x c r e d i t . You g e t i n t o some f a n c y 

f o o t w o r k h e r e , w i t h d a t e s and a p p r o v a l s and 

t i l i n g s . 

A. We c a n ' t do a n y t h i n g down t h e r e and 

t h e n come back i n Phase I I and want t o i n c l u d e i t 

i n t h e t a x t r e a t m e n t . 

Q. L e t ' s p u t i t t h i s way. What you c o u l d 

do, c o n c e i v a b l y , t o d e a l w i t h S e c t i o n 28 on a 

s h o r t - t e r m b a s i s , we w o u l d r e s c i n d t h e p r e v i o u s 

a u t h o r i t i e s , a p p r o v e t h a t , and you c o u l d come 
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back i n w i t h a C-108 and g e t an a p p r o v a l t o 

i n j e c t i n t h e r e , c u r r e n t , w i t h i n t h e n e x t c o u p l e 

o f months, say. 

A. What w o u l d t h a t do t o our f u t u r e 

q u a l i f i c a t i o n f o r EOR d e s i g n a t i o n ? 

Q. What I'm s u g g e s t i n g i s t h a t you w o u l d 

r e s c i n d any p r i o r a u t h o r i t y you had. You're 

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

t i m e , i s t h a t c o r r e c t ? 

A. That 's r i g h t . 

Q. My c o n c e r n i s , i f you t r e a t i t as a 

d i s p o s a l o p e r a t i o n under an a u t h o r i t y g i v e n t o 

y o u — p r i o r t o 1992, i s i t ? I ' v e f o r g e t t e n t h e 

y e a r — a n d you use t h a t as y o u r a u t h o r i t y t o 

i n j e c t , t h e n you have, i n f a c t , g o t t e n a p r o j e c t 

a p p r o v e d p r i o r t o t h e e f f e c t i v e d a t e o f t h e A c t , 

and t h a t p r o j e c t d o e s n ' t q u a l i f y . 

So t h e c l e a n e s t way on t h i s one, f o r 

t h a t , w o u l d be t o cease i n j e c t i o n i n t h a t a r e a a t 

t h i s t i m e , g e t i t a p p r o v e d under t h i s o r d e r , and 

t h e n f i l e y o u r e x p a n s i o n C-108, s i n c e you h a v e n ' t 

s u b m i t t e d i t i n t h i s C-108 t o d a y , f i l e an 

e x p a n s i o n C-108 and ge t a p p r o v a l t o i n j e c t under 

t h e t e r m s o f t h i s o r d e r , w h i c h i s a f t e r t h e 

q u a l i f y i n g d a t e . 
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A. Okay. And l e t us, i n t h e meantime, 

l o o k w h e t h e r we want t o h a n d l e i t i n t h a t manner 

or w h e t h e r we w o u l d want t o make f a c i l i t i e s t o 

t r a n s f e r t h a t w a t e r t o our n o r t h s t a t i o n and p u t 

i t i n Phase I w e l l s . 

Q. C o r r e c t , because an e x p a n s i o n p r o j e c t 

has t o be more t h a n j u s t s i m p l y t a k i n g d i s p o s a l 

and a d d i n g more w a t e r t o i t and t u r n i n g i t i n t o 

s e c o n d a r y . 

A. Yes, we r e a l i z e t h a t . And, f o r t h e 

s h o r t t e r m , we d o n ' t want t o j e o p a r d i z e t h a t 

p o s i t i o n . So w e ' l l make a r r a n g e m e n t s t o do i t as 

a new C-1 OS. 

Q. The n e x t s t e p , once you g e t t h a t 

a p p r o v a l and t h e p r o j e c t a r e a i s c e r t i f i e d , you 

b e g i n y o u r work and you do y o u r f l o o d i n g , a t some 

p o i n t , h o p e f u l l y w i t h i n f i v e y e a r s , y o u ' l l g e t a 

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

The key i s , you have t o a p p l y t o t h e 

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

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

I f you g e t i t n e x t y e a r and w a i t f o u r y e a r s t o do 

i t , you c o u l d s t i l l be o u t o f l u c k , because t h e 

d a t e i s when you a p p l y f o r i t t o t h e Commission, 

n o t when you a c t u a l l y g e t i t . 
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Once we c e r t i f y i t , i t ' s r e t r o a c t i v e t o 

t h e d a t e we c e r t i f y as t h e b e g i n n i n g d a t e . What 

we're recommending i s t h a t you make s u r e you have 

a t r u e p o s i t i v e r e s p o n s e o v e r t i m e . And, when 

I'm s a y i n g " t i m e , " we're t a l k i n g months, n o t 

y e a r s , b e f o r e you come i n f o r y o u r a p p l i c a t i o n , 

so you d o n ' t have a b l u r b , j u s t because you've 

t a k e n c a r e o f t h e w e l l s and done a l i t t l e 

m a i n t e n a n c e work o u t t h e r e , as a t r u e r e s p o n s e . 

Now, t h e p r o b l e m I see w i t h t h i s one, 

and i t ' s s o m e t h i n g you need t o be p r e p a r e d t o 

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

say, i n each o f t h e phases, o v e r w h i c h a p o s i t i v e 

p r o d u c t i o n r e s p o n s e w i l l be d e t e r m i n e d ? And t h a t 

i s s o m e t h i n g , you know, you had some c u r v e s i n 

he r e I b e l i e v e , d i d n ' t you? 

A. Yes. There a r e p r o d u c t i o n c u r v e s by 

1 ease t h e r e . 

Q. What y o u ' r e g o i n g t o have t o do i s 

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

phase a r e a s . 

A. What i s t h e s h o r t e s t t e r m t h a t w o u l d be 

a c c e p t a b l e f o r e s t a b l i s h i n g t h a t ? because we're 

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

p r o d u c e r s . 
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Q. That was my c o n c e r n , because y o u ' r e 

g o i n g t o g e t a b u b b l e o f r e s p o n s e because y o u ' l l 

h i t a l i t t l e o i l t h a t has n o t been t a p p e d b e f o r e , 

r i g h t ? 

A. Yes, t h e r e ' s some u n t a p p e d r e s e r v o i r 

e n e r g y . 

Q. And, f r o m t h e s t a n d p o i n t o f t h e 

s e c o n d a r y r e c o v e r y — I mean, I u n d e r s t a n d what 

y o u ' r e s a y i n g f r o m t h e management s t a n d p o i n t , b u t 

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

w h e t h e r t h a t ' s p r i m a r y o r s e c o n d a r y , i s t h a t , i n 

f a c t , r e s p o n s e t o s e c o n d a r y r e c o v e r y o p e r a t i o n s 

or i s t h a t r e s p o n s e t o d r i l l i n g o p e r a t i o n s ? 

As a l a w y e r , I'm a s k i n g you an 

e n g i n e e r i n g q u e s t i o n . You have t o come up w i t h 

an e n g i n e e r i n g r e s p o n s e t o , what i s t h e 

b a s e l i n e — 

A. E s t a b l i s h i n g a b a s e l i n e f o r t h o s e 

w e l l s ? W e ' l l j u s t have t o t a k e a l o o k a t t h a t . 

W e ' l l t a k e a l o o k a t some o f t h e e x p e r i e n c e , say, 

t h a t C r o s s - T i m b e r s had on t h e i r p r o j e c t . And 

we're d o i n g a s i m i l a r p r o j e c t i n t h e M a l j a m a r 

U n i t r i g h t now. And we've d r i l l e d t h e i n f i l l 

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

Q. I guess t h a t ' s r e a l l y t h e key t o i t , i s 
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e s t a b l i s h i n g , you know, how do we know i t ' s a 

p o s i t i v e p r o d u c t i o n r e s p o n s e and n o t j u s t a 

t a k i n g - c a r e - o f - t h e - p r o p e r t y r e s p o n s e . 

A. W e ' l l t a k e a l o o k and see what can be 

done on t h a t t o j u s t i f y . 

Q. And, j u s t f o r y o u r i n f o r m a t i o n , we can 

g i v e you l o t s o f g u i d a n c e on t h a t because we've 

had a b s o l u t e l y none o f them come b e f o r e us as o f 

t h i s p o i n t i n t i m e . 

A. R e a l l y ? 

Q. We've g o t t e n no p r o d u c t i o n r e s p o n s e 

cases y e t , so t h e r e ' s no g u i d a n c e w h a t e v e r t o 

a s s i s t you i n making t h a t d e t e r m i n a t i o n . 

A. W e ' l l g e t you one, and w e ' l l work i t 

o u t . 

MR. STOVALL: I guess t h a t ' s p r e t t y 

much i t , f r o m a p r o c e d u r a l s t a n d p o i n t . Your 

b i g g e s t p r o b l e m h e r e i s g e t t i n g t h a t b a s e l i n e so 

you know when you've g o t t h e r e s p o n s e . 

D i d I l e a v e o u t a n y t h i n g ? 

EXAMINER CATANACH: I want t o b r i n g up 

t h e i n f i l l d r i l l i n g i s s u e and d i s c u s s i t a l i t t l e 

b i t w i t h t h e s e g e n t l e m e n . 

I ' v e had a c o u p l e o f t h e s e cases 

b e f o r e , and I made t h e d e t e r m i n a t i o n t h a t i n 
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a r e a s t h a t h a d b e e n i n f i l l d r i l l e d on 4 0 - a c r e 

s p a c i n g , t h a t t h a t r e a l l y d i d n ' t q u a l i f y as a 

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

a n d I s u b s e q u e n t l y l e f t t h o s e a r e a s o u t o f t h e 

EOR . 

One o f t h o s e o r d e r s h a s b e e n a p p e a l e d 

t o t h e C o m m i s s i o n , a n d I e x p e c t t h e C o m m i s s i o n i s 

g o i n g t o make a d e t e r m i n a t i o n on w h e t h e r o r n o t 

w e ' r e g o i n g t o a l l o w t h o s e a r e a s t o be c o n s i d e r e d 

f o r t h e EOR t a x c r e d i t . We d o n ' t h a v e a d e c i s i o n 

y e t f r o m t h e C o m m i s s i o n , b u t I e x p e c t t h a t p r e t t y 

s o o n . 

MR. STOVALL: W e l l , t h i s g e t s d i f f e r e n t 

f r o m t h a t o n e , h o w e v e r . I t i s d i f f e r e n t i n t h e 

i n t h e s e n s e t h a t y o u ' r e n o t a p p l y i n g f o r an 

e x p a n s i o n , y o u ' r e c a l l i n g t h i s a new p r o j e c t . We 

h a v e t o l o o k a t i t a n d s a y , " I s t h i s , i n f a c t , a 

new p r o j e c t ? " 

T h a t was an a c t i v e f l o o d a n d t h e i n f i l l 

d r i l l i n g was p a r t o f an e x p a n s i o n . F a c t u a l l y 

i t ' s s i m i l a r ; t h e way i t ' s s t r u c t u r e d i n t h e 

r e g u l a t o r y s e n s e i t ' s d i f f e r e n t , b u t i t i s a 

p r o b l e m . Y o u ' r e r i g h t . I t d e p e n d s on how y o u 

a p p r o v e i t , i f y o u a p p r o v e i t . 

EXAMINER CATANACH: You h a v e a 
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o n e - t o - o n e r e c o v e r y on o l d w a t e r f l o o d o p e r a t i o n s 

a i r e a d y. O b v i o u s l y t h e r e was some b e n e f i t t o 

w a t e r f 1 o o d i n g o p e r a t i o n s i n t h e f i r s t p l a c e . 

THE WITNESS: Oh, y e s . 

EXAMINER CATANACH: You r e c o v e r e d a l o t 

of o i l f r o m w a t e r f l o o d o p e r a t i o n s . I d o n ' t know 

t h a t I'm g o i n g t o c o n s i d e r t h i s a new p r o j e c t . I 

have t o l o o k a t t h e i n f o r m a t i o n . 

But i f I d o n ' t c o n s i d e r t h i s a new 

o p e r a t i o n , t h a t ' s g o i n g t o become c r i t i c a l , and 

what I t h i n k I need f r o m you guys i s a map 

sho w i n g us w h i c h a r e a s have been i n f i l l d r i l l e d . 

I t h i n k t h a t w o u l d r e a l l y b e n e f i t us when we go 

t o w r i t e t h e o r d e r . 

MR. STOVALL: L e t me t h r o w a w r i n k l e a t 

th e E x a m i n e r , because he d i d n o t s i t i n on t h e 

Commission case, and we a r e b r e e d i n g new g r o u n d . 

I mean, you guys g e t t o be p a r t o f t h e o n g o i n g 

p r o c e s s o f p r o g r e s s i v e g o v e r n m e n t , I guess. 

The i s s u e t h a t was r a i s e d a t t h e 

Commission case i s t h a t D a v i d s a i d , a t t h e t i m e 

what he d i d was l o o k a t each w e l l , 

p i e c e - b y - p i e c e , and i n c l u d e d c e r t a i n w e l l s i n 

what he c a l l e d t h e e x p a n s i o n and l e f t o u t t h e 

i n f i l l t r a c t s , and s a i d t h e y were n o t p a r t o f t h e 
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e x p a n s i o n , t h e y were new w e l l s . 

One o f t h e q u e s t i o n s t h a t t h e 

Commission c o n s i d e r e d i n t h a t case on a p p e a l was 

whe t h e r o r n o t you s i m p l y l o o k a t a p r o j e c t a r e a 

and t h a t whole a r e a q u a l i f i e s , and you d o n ' t 

p i e c e m e a l i t . And he had t o do t h a t i n h i s case 

t o g e t i t t o t h e Commission t o g e t g u i d a n c e 

f r o m . 

What i s y o u r t i m i n g on w a n t i n g t o g e t 

g o i n g on t h i s ? P r o b a b l y y e s t e r d a y , r i g h t ? 

THE WITNESS: As soon as we can, a f t e r 

we o b t a i n t h e a p p r o v a l s . 

MR. STOVALL: I am g o i n g t o recommend 

t o you t h a t , i f you have a l i t t l e p a t i e n c e , and 

I'm t a l k i n g a month o r two i n t e r m s o f g e t t i n g an 

o r d e r , i f we can l e t t h e Commission a c t , you have 

t h e sense o f what he has done h i s t o r i c a l l y , and 

th e Commission has l o o k e d a t i t and s a i d , how do 

you q u a l i f y a p r o j e c t a r e a and a whole bunch o f 

q u e s t i o n s came up. They may g i v e him some 

g u i d a n c e t h a t w o u l d a f f e c t t h e way he w o u l d r u l e 

on t h i s case. 

As I say, he d i d n ' t s i t i n on t h e 

Commission case, so he d o e s n ' t know what I know 

ab o u t what t h e y c o n s i d e r e d and what t h e y asked 
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a b o u t . At t h i s p o i n t , I w o u l d recommend t h a t you 

wo u l d s i m p l y ask t h e Examiner t o w a i t u n t i l t h e 

Commission a c t e d . 

That case was h e a r d on F e b r u a r y 1 0 t h , 

so p r e s u m a b l y t h e r e s h o u l d be an o r d e r coming o u t 

i n t h e r e l a t i v e l y near f u t u r e on t h a t . We're n o t 

t a l k i n g s i x months or a y e a r w a i t . 

THE WITNESS: You're t a l k i n g a month o r 

two? 

MR. STOVALL: A month o r two. And what 

i t means, i f he goes t h e way he d i d t h e f i r s t 

t i m e , y o u ' r e g o i n g t o come back b e f o r e t h e 

Commission, anyway, and ask them t o c l a r i f y i t . 

I t w i l l c o s t you two or t h r e e months t h e r e , so 

why n o t w a i t u n t i l t h e y c l a r i f y i t i n t h e 

e x i s t i n g case? 

My t h i n k i n g i s , i f t h e y go w i t h t h e 

A p p l i c a n t i n t h e e x i s t i n g case, y o u ' r e p r o b a b l y 

i n b e t t e r shape, because h i s was an a c t i v e f l o o d 

t h a t was i n f i l l e d and t h e i r e x p a n s i o n was i n 

ter m s o f i n f i l l and a c l o s e r i n j e c t i o n p a t t e r n . 

Y ours i s an i n a c t i v e f l o o d . 

THE WITNESS: I n e f f e c t , y e s . 

MR. STOVALL: Which i s i n t h e same 

b o a t . So, i f t h a t ' s - - ! guess i t ' s t h e E x a m i n e r ' s 
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d i s c r e t i o n , b u t i t w o u l d c e r t a i n l y be i n h i s b e s t 

i n t e r e s t t o , I assume, w a i t . 

EXAMINER CATANACH: Does i t a f f e c t 

Phase I a t a l l ? 

MR. STOVALL: Y e s , b e c a u s e Phase I i s 

m o s t l y i n f i l l , i f y o u l o o k a t t h e map. How many 

new w e l l s i n Phase I ? 

THE WITNESS: 10 new w e l l s t o be 

d r i l l e d 

p a g e ? 

MR. STOVALL: Do y o u remember w h i c h 

MR. COOTER: Page 17. 

MR. STOVALL: Each o f t h o s e w o u l d be a 

new t r a c t , i n e f f e c t . You r e a l l y o n l y h a v e one 

t r a c t t h a t w o u l d n o t be a f f e c t e d t h a t w o u l d 

b e n e f i t . I f y o u t a k e t h e i n f i l l a p p r o a c h - -

THE WITNESS: I d o n ' t know w h a t y o u 

mean by " t h e i n f i l l a p p r o a c h . " 

MR. STOVALL: What D a v i d i s t a l k i n g 

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

i n f i l l w e l l s d o n ' t q u a l i f y as an e x p a n s i o n . 

EXAMINER CATANACH: I'm s a y i n g t h a t 

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

d r i l l e d , i n t h e p a s t I ' v e h a d t w o o r d e r s t h a t 

I ' v e s a i d t h o s e d o n ' t r e a l l y q u a l i f y f o r t h e EOR 
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t a x c r e d i t b e c a u s e t h e y ' v e b e e n i n f i l l d r i l l e d , 

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

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

So i t was t h a t I d i d n ' t q u a l i f y t h o s e 

a r e a s . I s a i d , "We've g o t t o l e a v e t h o s e o u t . " 

T h a t ' s w h a t I d i d i n t h o s e t w o p r e v i o u s o r d e r s . 

THE WITNESS: Oh, I s e e . 

EXAMINER CATANACH: What I'm t e l l i n g 

y o u g u y s , t h e y a p p e a l e d t h a t t o t h e C o m m i s s i o n t o 

t r y t o g e t my d e c i s i o n r e v e r s e d , a n d w e ' r e g o i n g 

t o h a v e a d e c i s i o n on t h a t f r o m t h e C o m m i s s i o n 

any d a y as t o w h e t h e r t h o s e a r e a s t h a t h a v e b e e n 

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

c r e d i t . I t d o e s n ' t a f f e c t y o u r Phase I e x c e p t 

f o r t h a t one t r a c t . 

MR. STOVALL: Y e s , i t d o e s , b e c a u s e 

t h e y ' r e g o i n g t o i n f i l l a l l t h e s e l o c a t i o n s . 

EXAMINER CATANACH: Yeah, b u t t h e y h a v e 

n o t b e e n i n f i l l e d y e t . What I'm s a y i n g — 

MR. STOVALL: Y e a h , b u t w o u l d y o u 

q u a l i f y t h o s e ? 

EXAMINER CATANACH: Y es. T h o s e h a v e - -

MR. STOVALL: Oh, I see w h a t y o u ' r e 

s a y i n g . 

THE WITNESS: I see w h a t y o u ' r e s a y i n g , 
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D a v i d . The o n l y t h i n g i n j e o p a r d y w o u l d be t h e 

p a t t e r n s w h e r e t h e i n f i l l w e l l h a s a l r e a d y b e e n 

d r i l l e d ? 

EXAMINER CATANACH: T h a t ' s c o r r e c t . 

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

b a d l y a f f e c t e d . 

MR. STOVALL: I was m i s i n t e r p r e t i n g 

y o u r l a s t o r d e r . S o r r y a b o u t t h a t . 

EXAMINER CATANACH: T h a t ' s why I w a n t e d 

a map t o show w h e r e t h e i n f i l l d r i l l i n g h a s t a k e n 

p l a c e . And i t d o e s n ' t l o o k l i k e t h e r e ' s b e e n a 

who 1e l o t . 

MR. STOVALL: W e l l 17, how l o n g h a s 

t h a t w e l l b e e n t h e r e ? 

MR. HUGHES: I t was d r i l l e d i n 1 9 7 2 . 

MR. STOVALL: L e t ' s g e t a f e e l f o r when 

t h a t C o m m i s s i o n o r d e r i s c o m i n g o u t , b e c a u s e t h a t 

w o u l d c l a r i f y t h e i s s u e . V i r t u a l l y , a l l o f y o u r 

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

t o be i n f i l l w e l l s t h a t h a v e y e t t o be d r i l l e d , 

i s t h a t r i g h t ? 

THE WITNESS: T h a t ' s c o r r e c t . 

EXAMINER CATANACH: I w o u l d s a y , j u s t 

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

a r e a l g o o d c h a n c e o f g e t t i n g i t a p p r o v e d f o r t h e 
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EOR t a x c r e d i t b a s e d on t h a t . N o t b a s e d on t h e 

f a c t t h a t i t ' s a new p r o j e c t ; b u t t h e i n f i l l 

d r i l l p a t t e r n o f r e d u c t i o n i s w h a t ' s g o i n g t o 

c a r r y y o u o v e r on t h i s o n e . 

Maybe t h e C o m m i s s i o n — i t w i l l p r o b a b l y 

be a t l e a s t t h r e e o r f o u r w e e k s b e f o r e I g e t an 

o r d e r o u t on t h i s , so maybe by t h e n w e ' l l know 

how t h e C o m m i s s i o n i s g o i n g t o d e c i d e . 

MR. STOVALL: I s t a n d c o r r e c t e d on some 

o f t h e t h i n g s I s a i d , b e c a u s e I was t h i n k i n g t h e y 

w e r e i n f i l l s t o be d o n e , a n d t h e s e a r e — i n o t h e r 

w o r d s , t h e money h a d b e e n s p e n t . The i n c e n t i v e 

v a l u e o f t h e c r e d i t was gone b e c a u s e t h e money 

was a l r e a d y s p e n t . 

THE WITNESS: L e t us c h e c k b a c k w i t h 

y o u , maybe, i n t w o o r t h r e e w e e k s t o see w h a t t h e 

s t a t u s o f t h a t i s a n d so f o r t h , a n d t h e n w e ' l l 

s ee w h e r e we a r e t h e n . 

EXAMINER CATANACH: I t ' s n o t g o i n g t o 

be a m a j o r e f f e c t on t h e t h i n g a n y w a y . 

THE WITNESS: No, a n d y o u ' l l be 

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

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

EXAMINER CATANACH: What I c o u l d a l s o 

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

s h o u l d q u a l i f y , I c o u l d a l w a y s r e v e r s e i t somehow 

i n t h e o r d e r . I d o n ' t know. We c a n t a l k a b o u t . 

MR. STOVALL: Y e s , I see w h a t y o u ' r e 

s a y i n g . I d o n ' t t h i n k t h e r e w i l l be m u t u a l d e l a y 

f o r w h a t y o u ' r e g o i n g t o d o . 

You h a v e t w o a p p r o v a l s . One i s , t h e 

a p p r o v a l t o do w h a t y o u w a n t t o d o ; a n d t h e 

s e c o n d p a r t o f t h a t i s s a y i n g , y e s , i t 

q u a l i f i e s . On a t o t a l l y new p r o j e c t , t h o s e a r e 

t h e same t h i n g . The a p p r o v a l t o do w h a t y o u w a n t 

t o do a u t o m a t i c a l l y q u a l i f i e s y o u f o r t h e t a x 

c r e d i t . 

On a p r o j e c t s u c h as t h i s , t h a t i s n o t 

t h e c a s e . You h a v e t o d e t e r m i n e , i s i t an 

e x p a n s i o n , i s i t a l e g i t i m a t e e x p a n s i o n , d o e s i t 

do t h e t h i n g s t h a t t h e A c t i n t e n d e d f o r y o u t o 

do . So, t h a t ' s w h e r e t h e r e ' s some c o n f u s i o n on 

t h i s o n e . 

THE WITNESS: L e t ' s go a h e a d a n d t a k e 

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

o r d e r , w e ' l l c o n t a c t y o u a n d see w h e r e we a r e on 

t h e C o m m i s s i o n d e c i s i o n , i f t h a t i n f l u e n c e s i t i n 

any way. Can we p r o c e e d t h a t way? 

EXAMINER CATANACH: Yes. And i f t h e 
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C o m m i s s i o n d o e s d e c i d e a g a i n s t my o r i g i n a l 

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

I w o u l d t h i n k , amend y o u r o r d e r t o g e t t h o s e 

t r a c t s i n c l u d e d i n t h e EOR. 

MR. STOVALL: I n Phase I , t h e r e w o u l d 

o n l y be one t r a c t a f f e c t e d . 

EXAMINER CATANACH: Okay. L e t ' s move 

on . 

MR. STOVALL: I d o n ' t h a v e a n y more 

q u e s t i o n s . A r e y o u done? You s w o r e a s e c o n d 

w i t n e s s , P a u l . 

MR. COOTER: I t h i n k we've c o v e r e d i t 

a l l . 

MR. STOVALL: I c o u l d n ' t t h i n k o f 

a n y t h i n g t o a s k h i m . 

EXAMINER CATANACH: And who i s t h a t ? 

A r e y o u a g e o l o g i s t ? 

MR. HUGHES: Yes. 

EXAMINER CATANACH: I w o u l d l i k e some 

t e s t i m o n y i n t h e r e c o r d , a n d I t h i n k i t ' s n e e d e d , 

as t o t h e b e n e f i t c f g o i n g f r o m an 80 a c r e t o a 

40 a c r e f i v e - s p o t p a t t e r n . 

I d o n ' t know, maybe Mr. W i l l i a m s i s 

more a p p r o p r i a t e t o g i v e some t e s t i m o n y f o r t h a t . 

[ D i s c u s s i o n o f f t h e r e c o r d . ] 
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EXAMINER CATANACH: L e t ' s t a k e f i v e 

m i n u t e s and maybe d i s c u s s t h i s o f f t h e r e c o r d o r 

s o m e t h i n g . 

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

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

c o n s i d e r a t i o n s i n t h e r e s e r v o i r , and I t h i n k 

we've d e t e r m i n e d t h a t such t e s t i m o n y i s n o t 

n e c e s s a r y a t t h i s t i m e . 

EXAMINER CATANACH: Do you have 

a n y t h i n g f u r t h e r i n t h e s e c a s e s , Mr. C o o t e r ? 

MR. COOTER: No, s i r . 

EXAMINER CATANACH: There b e i n g n o t h i n g 

f u r t h e r , Case Nos. 10930, 10931 and 10932 w i l l be 

t a k e n under a d v i s e m e n t . 

[A r e c e s s was t a k e n . ] 

MR. STOVALL: A f t e r a b r e a k , we've 

(And t h e p r o c e e d i n g s c o n c l u d e d . ) 
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