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EXAMINER CATANACH: At t h i s time w e ' l l 

c a l l Case 10515, the a p p l i c a t i o n of Texaco 

E x p l o r a t i o n & P r o d u c t i o n , I n c . , f o r s t a t u t o r y 

u n i t i z a t i o n , Lea County, New Mexico. 

Are t h e r e appearances i n t h i s c a s e ? 

MR. CARR: May i t p l e a s e the Examiner, 

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

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

r e p r e s e n t Texaco E x p l o r a t i o n & P r o d u c t i o n , I n c . , 

i n t h i s matter. I would r e q u e s t a t t h i s time 

t h a t t h i s c a s e be c o n s o l i d a t e d w i t h Case 10516, 

which i s the a p p l i c a t i o n of Texaco f o r a 

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

EXAMINER CATANACH: At t h i s time l e t me 

c a l l Case 10516, which i s the a p p l i c a t i o n of 

Texaco E x p l o r a t i o n & P r o d u c t i o n , I n c . , f o r a 

w a t e r f l o o d p r o j e c t , a l s o i n Lea County, New 

Mexico. 

Are t h e r e any a d d i t i o n a l appearances i n 

e i t h e r of th e s e c a s e s ? 

MR. KELLAHIN: Mr. Examiner, I'm Tom 

K e l l a h i n of the Sant a Fe law f i r m of K e l l a h i n , 

K e l l a h i n & Aubrey, a p p e a r i n g today on b e h a l f of 

Marathon O i l Company. 

EXAMINER CATANACH: Any other 
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appearances? Okay. The w i t n e s s e s , Mr. C a r r ? 

MR. CARR: I have t h r e e w i t n e s s e s . 

EXAMINER CATANACH: Do you have any 

w i t n e s s e s , Mr. K e l l a h i n ? 

MR. KELLAHIN: No w i t n e s s e s , Mr. 

Examiner. 

EXAMINER CATANACH: Can I g e t t h e 

w i t n e s s e s t o s t a n d and be sworn i n ? 

[The w i t n e s s e s were d u l y s w o r n . ] 

MICHAEL R. MOLLINS 

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

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

EXAMINATION 

BY MR. CARR: 

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

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

A. I t ' s M i c h a e l R. M u l l i n s . 

Q. Where do you r e s i d e ? 

A. I n M i d l a n d , Texas. 

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

capac i t y ? 

A. I'm employed by Texaco Exploration & 

P r o d u c t i o n , I n c . I'm a landman i n t h e enhanced 

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

Q. And have you p r e v i o u s l y t e s t i f i e d 
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b e f o r e the O i l C o n s e r v a t i o n D i v i s i o n ? 

A. No, s i r , I have not. 

Q. Would you summarize your e d u c a t i o n a l 

background and then r e v i e w your work e x p e r i e n c e 

f o r the Examiner? 

A. Yes, s i r . I graduated from Texas Tech 

U n i v e r s i t y i n 1974 w i t h a degree i n b u s i n e s s 

a d m i n i s t r a t i o n . A l s o i n 1974 I was h i r e d by 

Texaco to work as a landman i n t h e i r Midland 

D i v i s i o n O f f i c e . 

I l e f t Texaco l a t e i n 1976, but 

c o n t i n u o u s l y worked as a landman i n Midland, 

Texas, w i t h and f o r v a r i o u s companies u n t i l I was 

r e h i r e d by Texaco i n 1987. 

During my 18 y e a r s as a landman, I have 

worked predominantly i n the Permian B a s i n i n 

s o u t h e a s t New Mexico. 

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

l a n d s i n v o l v e d i n the proposed Vacuum-Glorieta 

West U n i t ? 

A. Yes, s i r , I am. 

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

f i l e d i n each of t h e s e c o n s o l i d a t e d c a s e s ? 

A. Yes, s i r , I am. 

MR. CARR: We tender Mr. M u l l i n s as an 
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e x p e r t w i t n e s s i n petroleum land m a t t e r s . 

EXAMINER CATANACH: Mr. M u l l i n s i s so 

q u a l i f i e d . 

Q. (BY MR. CARR) Would you b r i e f l y s t a t e 

what Texaco s e e k s i n t h i s h e a r i n g ? 

A. Yes, s i r . We seek the s t a t u t o r y 

u n i t i z a t i o n of the proposed Vacuum-Glorieta West 

Un i t l o c a t e d i n Lea County, New Mexico and 

ap p r o v a l of a w a t e r f l o o d p r o j e c t i n t h i s u n i t . 

We w i l l seek c e r t i f i c a t i o n of t h i s enhanced 

r e c o v e r y p r o j e c t f o r the i n c e n t i v e s e v e r a n c e tax 

c r e d i t as soon as the r u l e s a r e i s s u e d by the 

D i v i s i o n . 

Q. L e t ' s go to what has been marked as 

Texaco E x h i b i t No. 1. I ' d ask you to i d e n t i f y 

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

A. Okay. E x h i b i t No. 1 i s an a r e a map, 

and i t ' s a l s o d i s p l a y e d on the w a l l f o r your 

c o n v e n i e n c e . T h i s i s what we're c a l l i n g our a r e a 

map. And b a s i c a l l y t h i s i s an a r e a t h a t 

a p p r o x i m a t e l y c o v e r s about e i g h t m i l e s n o r t h to 

south and twelve m i l e s e a s t to west. 

The proposed Vacuum-Glorieta West Uni t 

i s l o c a t e d i n the c e n t e r of the map and i s 

o u t l i n e d e n t i r e l y i n r e d . Covers a p p r o x i m a t e l y 
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2,000 -- w e l l , c o v e r s e x a c t l y 2,778.86 a c r e s . 

The proposed Vacuum-Glorieta West Uni t i s l o c a t e d 

a p p r o x i m a t e l y 20 m i l e s west-northwest of the c i t y 

of Hobbs i n c e n t r a l Lea County, New Mexico. 

We a r e l o c a t e d r i g h t on the border of 

four townships and r a n g e s . We're l o c a t e d on the 

b o r d e r s of Township 17 South, 34 E a s t , 17 South, 

35 E a s t , 18 South, 34 E a s t , and 18 South, 35 

E a s t . 

I ' d l i k e to p o i n t out t h a t the 

Vacuum-Glorieta West U n i t i s i n c l u d e d w i t h i n the 

Vacuum-Glorieta Pool. The Vacuum-Glorieta Pool 

i t s e l f c o n s i s t s of 7,000 a c r e s , and the remainder 

of the pool i s i n the hachured red l i n e s . 

And we have noted i t as being w i t h i n 

the proposed Vacuum-Glorieta E a s t U n i t , of which 

P h i l l i p s Petroleum i s the e x p e d i t e r . The 

proposed Vacuum-Glorieta E a s t U n i t c o n t a i n s 4,240 

a c r e s a p p r o x i m a t e l y . 

Q. What i s the c h a r a c t e r of the l a n d s i n 

t h i s p a r t i c u l a r pool? 

A. T h i s p a r t i c u l a r pool — i n our proposed 

Vacuum-Glorieta West Uni t we have a l l s t a t e l a n d s 

except f o r one 4 0 - a c r e t r a c t . The proposed 

Vacuum-Glorieta E a s t U n i t i s e n t i r e l y s t a t e 
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l a n d s . 

Q. Are you ready to move to E x h i b i t No. 2? 

A. W e l l , I ' d l i k e to p o i n t out on t h i s map 

a l s o we have h i g h l i g h t e d numerous secondary 

r e c o v e r y u n i t s i n t h i s a r e a , many of which 

o v e r l a p . 

The e x i s t i n g secondary r e c o v e r y u n i t s 

t h a t have been o u t l i n e d and h i g h l i g h t e d on the 

map cover the Grayburg-San Andres Formation or 

the Abo Formation. There a r e no other u n i t s on 

t h i s p l a t t h a t produce from the G l o r i e t a or 

Paddock Formations, which i s what our proposed 

u n i t w i l l produce from. 

I n l a t e r e x h i b i t s I ' l l p o i n t out — 

t h e r e a g a i n we t a l k e d about the c h a r a c t e r of the 

l a n d . I t ' s an a r e a h e a v i l y c o n c e n t r a t e d i n s t a t e 

l a n d s and an a r e a h e a v i l y c o n c e n t r a t e d i n 

secondary r e c o v e r y p r o j e c t s . 

Q. L e t ' s move now to E x h i b i t No. 2, your 

ownership p l a t . W i l l you i d e n t i f y and r e v i e w 

t h a t ? 

A. Yes, s i r . The E x h i b i t No. 2, which 

we're c a l l i n g the ownership p l a t , i s b a s i c a l l y a 

blowup of E x h i b i t A to the u n i t agreement. I t 

i d e n t i f i e s the o u t l i n e of the proposed 
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Vacuum-Glorieta West U n i t . There a r e 21 t r a c t s 

noted w i t h i n the u n i t . I t c o v e r s 2,778.86 

a c r e s . 

Of the 21 t r a c t s , 20 of those a r e s t a t e 

l a n d s , which comprise 98.56 p e r c e n t of the u n i t 

a r e a . There i s the one fee t r a c t which c o v e r s 40 

a c r e s , or 1.44 p e r c e n t . That one fee t r a c t i s 

T r a c t 21, being noted by the hatched l i n e s . And 

i t ' s i n the n o r t h e a s t q u a r t e r of the s o u t h e a s t 

q u a r t e r of S e c t i o n 25 i n 17 South, 34 E a s t . 

Q. The o p e r a t o r of each t r a c t i s a l s o 

i d e n t i f i e d ? 

A. Yes, s i r . The o p e r a t o r of each t r a c t 

and the l e a s e name of the t r a c t i s i d e n t i f i e d . 

And i t ' s a l s o i n t e r e s t i n g to p o i n t out t h e r e a r e 

no f e d e r a l l a n d s . 

Q. Could you i d e n t i f y f o r Mr. Catanach 

what has been marked as Texaco E x h i b i t No. 3? 

A. E x h i b i t No. 3 i s a copy of our u n i t 

agreement f o r the proposed u n i t . What we have 

done, we have used the s t a n d a r d S t a t e of New 

Mexico form of u n i t agreement f o r the s t a t e / f e e 

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

m o d i f i c a t i o n s were approved by the S t a t e Land 

Off i c e . 
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The u n i t agreement p e r m i t s secondary 

and/or enhanced o i l r e c o v e r y o p e r a t i o n s i n c l u d i n g 

w a t e r f l o o d i n g . I t d e f i n e s among other items the 

u n i t a r e a and the u n i t i z e d f o r m a t i o n . I t d e f i n e s 

the c h a r a c t e r of the l a n d s t h a t a r e i n c l u d e d i n 

the u n i t a r e a , i d e n t i f i e s the r o y a l t y and working 

i n t e r e s t ownership of each t r a c t . 

I t p r o v i d e s a method of a l l o c a t i o n of 

u n i t i z e d s u b s t a n c e s and s e t s out the b a s i s f o r 

p a r t i c i p a t i o n of each of the p a r t i e s . I n f a c t , 

the Vacuum-Glorieta West U n i t has a two-phase 

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

S e c t i o n 12 of the u n i t agreement. 

Q. And t h a t formula w i l l be r eviewed 

p r i m a r i l y by our e n g i n e e r ? 

A. Yes, s i r , i t w i l l . And f u r t h e r the 

u n i t agreement p r o v i d e s f o r p e r i o d i c p l a n s of 

development t h a t w i l l be f u r n i s h e d to the working 

i n t e r e s t owners, the Commissioner, and the 

D i v i s i o n . 

Q. L e t ' s move now and i d e n t i f y what has 

been marked as Texaco E x h i b i t No. 4. 

A. Our E x h i b i t No. 4 i s the u n i t o p e r a t i n g 

agreement f o r the proposed u n i t . What i t i s i s a 

f a i r l y s t a n d a r d i z e d form of u n i t o p e r a t i n g 
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agreement customized f o r use i n the 

Vacuum-Glorieta West U n i t through n e g o t i a t i o n s 

between the working i n t e r e s t owners. 

The agreement p r o v i d e s f o r the 

agreement w i t h working i n t e r e s t owners 

c o n t r o l l i n g the s u p e r v i s i o n and management of 

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

d u t i e s of the working i n t e r e s t owners and the 

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

f o r d e c i s i o n s to be made by the working i n t e r e s t 

owners. I t d e f i n e s how i n v e s t m e n t s and c o s t s are 

to be s h a r e d . I t s e t s f o r t h the a c c o u n t i n g 

p r o c e d u r e s and how c o s t s w i l l be a l l o c a t e d and 

p a i d among other s t a n d a r d p r o v i s i o n s . 

Q. You have not reviewed t h i s a p p l i c a t i o n 

w i t h the BLM because t h e r e are no f e d e r a l l a n d s 

involvement; i s t h a t c o r r e c t ? 

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

Q. Have you reviewed t h i s a p p l i c a t i o n w i t h 

the S t a t e Land O f f i c e ? 

A. Yes, we have. Met w i t h the S t a t e Land 

O f f i c e s e v e r a l times and have r e c e i v e d t h e i r 

p r e l i m i n a r y a p p r o v a l of the Vacuum-Glorieta West 

Unit . 

Q. And a copy of t h e i r p r e l i m i n a r y 
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a p p r o v a l l e t t e r i s what has been marked as Texaco 

E x h i b i t No. 5? 

A. Yes, s i r , i t i s . 

Q. Does the u n i t o p e r a t i n g agreement 

c o n t a i n a l i s t of working i n t e r e s t owners i n the 

u n i t showing the p a r t i c i p a t i o n of each of those 

owners? 

A. Yes, i t does. We have made E x h i b i t 6 a 

copy of E x h i b i t D to the u n i t o p e r a t i n g 

agreement. And i t ' s a summary of the working 

i n t e r e s t ownership of the owners i n the u n i t , 

j u s t to l i s t the owners i n the u n i t . The Amerada 

Hess, Conoco, Marathon, Mobil, P h i l l i p s , and 

Texaco a r e the s i x owners w i t h i n the 

Vacuum-Glorieta West U n i t . 

And t h i s p a r t i c u l a r e x h i b i t i d e n t i f i e s 

the t r a c t i n which they own an i n t e r e s t and t h e i r 

Phase 1 and Phase 2 p a r t i c i p a t i o n w i t h i n the 

u n i t . 

Q. What pe r c e n t a g e of the working i n t e r e s t 

ownership i n t h i s u n i t i s p r e s e n t l y s u p p o r t i n g 

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

A. We have p r e p a r e d as E x h i b i t 7 a summary 

of working i n t e r e s t owner a p p r o v a l . We have 

l i s t e d the companies, t h e i r Phase 2 p a r t i c i p a t i o n 
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i n two s e p a r a t e columns: Approval of the 

development p l a n and i n d i c a t i o n s of t h e i r support 

of u n i t i z a t i o n . 

I n both c a t e g o r i e s we have 84.79 

p e r c e n t of the working i n t e r e s t owners t h a t have 

approved the development p l a n and have supported 

un i t i z a t i o n . 

Q. And the only company to date t h a t 

h a s n ' t i n d i c a t e d t h e i r support i s Marathon? 

A. Yes, s i r . And the r e a s o n we d i d t h i s 

i s because we d i d not seek p r e - r a t i f i c a t i o n of 

the agreement by the p a r t i e s . So we got a l e v e l 

of i n d i c a t i o n of support from our p a r t i e s , and we 

have w r i t t e n c o n f i r m a t i o n of t h e i r s u p p o r t . 

Q. Could we go now to what has been marked 

Texaco E x h i b i t No. 8? Would you i d e n t i f y t h a t 

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

A. Yes, s i r . E x h i b i t No. 8 i s a summary 

of the r o y a l t y i n t e r e s t ownership w i t h i n the 

Vacuum-Glorieta West U n i t . T h i s i n f o r m a t i o n 

b a s i c a l l y summarizes i n f o r m a t i o n t h a t i s a l s o 

a v a i l a b l e i n E x h i b i t B to the u n i t agreement. 

But what i t does i s summarizes the 

i n t e r e s t t h a t each r o y a l t y owner w i t h i n the u n i t 

owns. I t l i s t s the r o y a l t y owner, t h e i r t r a c t 
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number i n which they own t h e i r r o y a l t y i n t e r e s t , 

t h e i r p e r c e n t a g e of r o y a l t y i n t h a t t r a c t , the 

t r a c t p a r t i c i p a t i o n of t h a t t r a c t , and f i n a l l y , 

the f i n a l two columns, i t m u l t i p l i e s t h e i r 

r o y a l t y i n t e r e s t times the t r a c t p a r t i c i p a t i o n , 

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

Y o u ' l l note the s m a l l number of r o y a l t y 

i n t e r e s t owners i n the u n i t . I n f a c t , t h e r e ' s 

two 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 l i s t e d to 

make the l i s t as long as i t i s . The onl y r o y a l t y 

owner t h a t owns i n more than one t r a c t , of 

c o u r s e , i s the S t a t e of New Mexico, which owns i n 

20 of the 21 t r a c t s . 

Q. What pe r c e n t a g e of the r o y a l t y i n t e r e s t 

ownership i s p r e s e n t l y committed to the u n i t ? 

A. Because we have p r e l i m i n a r y a p p r o v a l 

from the S t a t e of New Mexico, they have 98 

p e r c e n t of the Phase 1 r o y a l t y i n t e r e s t and 96.7 

p e r c e n t of the Phase 2 r o y a l t y i n t e r e s t s . So 

alt h o u g h we have not sought p r e - r a t i f i c a t i o n by 

t h e i r p r e l i m i n a r y a p p r o v a l , we have 98 p e r c e n t 

and 96.7 p e r c e n t of the r o y a l t y committed. 

Q. Mr. M u l l i n s , a r e E x h i b i t s 9 and 10 

c o p i e s of a f f i d a v i t s from Campbell, C a r r , Berge 6t 

S h e r i d a n c o n f i r m i n g t h a t the people i d e n t i f i e d on 
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the a t t a c h e d l i s t have a c t u a l l y r e c e i v e d n o t i c e 

of t h e s e a p p l i c a t i o n s and today's h e a r i n g ? 

A. Yes, s i r , they a r e . 

Q. As to the s t a t u t o r y u n i t i z a t i o n 

a p p l i c a t i o n , has n o t i c e been g i v e n to a l l 

i n t e r e s t owners, working r o y a l t y , and 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? 

A. Yes, s i r , i t has. 

Q. As to the w a t e r f l o o d a p p l i c a t i o n , has 

n o t i c e been p r o v i d e d to the l e a s e h o l d o p e r a t o r s 

w i t h i n a h a l f m i l e of each i n j e c t i o n w e l l and to 

the owner of the s u r f a c e of the land f o r each of 

those w e l l s ? 

A. Yes, s i r . I n a d d i t i o n , we p r o v i d e d 

those to working i n t e r e s t owners as w e l l . 

Q. Were E x h i b i t s 1 through 10 pre p a r e d by 

you or compiled under your d i r e c t i o n ? 

A. Yes, s i r , they were. 

MR. CARR: At t h i s time, Mr. Catanach, 

we move the a d m i s s i o n of Texaco E x h i b i t s 1 

through 10. 

EXAMINER CATANACH: E x h i b i t s 1 through 

10 w i l l be admitted as e v i d e n c e . 

MR. CARR: That c o n c l u d e s my 

exa m i n a t i o n of Mr. M u l l i n s . 
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EXAMINER CATANACH: Mr. K e l l a h i n ? 

MR. KELLAHIN: No q u e s t i o n s , Mr. 

Examiner. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. M u l l i n s , the r e a s o n t h a t Texaco i s 

pr o c e e d i n g w i t h s t a t u t o r y u n i t i z a t i o n i s due to 

the Marathon i n t e r e s t ? 

A. Not only the Marathon i n t e r e s t , but we 

have a s l i g h t t i t l e problem i n one of our t r a c t s 

t h a t has not been r e c t i f i e d at t h i s time. So 

we're t r y i n g to go s t a t u t o r y u n i t i z a t i o n . 

Q. What problem i s t h a t ? 

A. We have a problem on one of our l e a s e s 

w i t h the d e f i n i t i o n of the u n i t i z e d i n t e r v a l t h a t 

was conveyed and p r e v i o u s conveyances b e f o r e 

Texaco a c q u i r e d i t i n 1988. And t r y i n g to o b t a i n 

t i t l e to cure i t doesn't matter a t t h i s time, and 

i t o nly a f f e c t s the working i n t e r e s t . 

Q. Okay. You've s t a t e d t h a t Texaco w i l l 

seek the EOR tax c r e d i t when the r u l e s come out. 

Does t h a t mean Texaco i s going to come back to 

h e a r i n g to do t h a t ? 

MR. CARR: May i t p l e a s e the Examiner, 

i f t h a t ' s what the r u l e s r e q u i r e , we w i l l be 
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back. S i n c e the r u l e s a r e not f i n a l , we d i d n ' t 

f e e l l i k e we were p r e p a r e d today to come i n and 

seek c e r t i f i c a t i o n of the p r o j e c t . I f i t ' s 

r e q u i r e d t h a t we come back f o r h e a r i n g , we w i l l . 

I f we can do i t based on the r e c o r d 

made i n t h i s c a s e , we c e r t a i n l y would r e q u e s t 

t h a t i t be c e r t i f i e d based on today's 

p r e s e n t a t i o n . But i t depends on what the r u l e s 

a c t u a l l y s a y . 

EXAMINER CATANACH: Okay. 

Q. (BY EXAMINER CATANACH) Mr. M u l l i n s , 

why was the Vacuum-Glorieta Pool, why d i d Texaco 

and P h i l l i p s choose to s p l i t i t and to do 

d i f f e r e n t u n i t s ? 

A. That w i l l be brought out f u r t h e r i n the 

g e o l o g i s t and e n g i n e e r i n g t estimony l a t e r on. 

Q. So i t ' s p r i m a r i l y based on geology? 

A. G e o l o g i c a l and e n g i n e e r i n g r e a s o n s , 

yes . 

Q. Okay. I s Phase 2 of the p r o j e c t , does 

t h a t c o n s i s t of C0 2 i n j e c t i o n ? 

A. No. T h e r e ' s a c e r t a i n d u r a t i o n of 

Phase 1, and i t ' s d e f i n e d i n S e c t i o n 12 of the 

u n i t agreement. I t ' s c a l c u l a t e d on how many 

b a r r e l s have been produced. I n f a c t , Phase 1 
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b a r r e l s s t a r t e d being counted as of J u l y 1 of 

t h i s y e a r . 

So when 2 m i l l i o n -- "X" amount of 

b a r r e l s have been produced, then Phase 2 w i l l 

commence. 

Q. Okay. Has t h a t a l l o c a t i o n formula been 

agreed to by a l l the working i n t e r e s t owners w i t h 

the e x c e p t i o n of Marathon? 

A. Yes, s i r . W ell, i t was agreed to at 

the v ote of the working i n t e r e s t owners. I t was 

agreed to by 80 p e r c e n t of the working i n t e r e s t 

owners. 

Q. Now, your working i n t e r e s t owners, have 

they a c t u a l l y e x e c u t e d the u n i t agreement and the 

o p e r a t i n g agreement? 

A. No, s i r . We have not sought 

p r e - r a t i f i c a t i o n . As soon as the D i v i s i o n i s s u e s 

i t s o r d e r , we a r e going to go f o r r a t i f i c a t i o n . 

And everybody i s primed and ready to go. We have 

80 p e r c e n t a p p r o v a l of the p a r t i e s on the form of 

agreement. So the form of agreement has 

b a s i c a l l y been agreed to by at l e a s t 80 p e r c e n t 

o f the p a r t i e s . 

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

Marathon? 
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A. I'm n o t a b l e t o say. I r e a l l y d o n ' t 

know. 

Q. Do you have a p p r o v a l f r o m t h e r o y a l t y 

i n t e r e s t owners and t h e 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 t h a t c o m p r i s e t h e r e m a i n d e r o f 

t h e r o y a l t y i n t e r e s t s a s i d e f r o m t h e one t h e 

s t a t e has? 

A. No. We have n o t c o n t a c t e d them y e t . 

There a g a i n we w i l l seek t h e i r r a t i f i c a t i o n as 

soon as t h e D i v i s i o n i s s u e s i t s o r d e r . They a r e 

a v e r y s m a l l number. I t h i n k t h e r e ' s e i g h t 

r o y a l t y owners u n d e r n e a t h t h a t one f e e t r a c t . 

And t h e r e ' s two o v e r r i d i n g r o y a l t y owners, one 

be i n g Ar co. 

EXAMINER CATANACH: I b e l i e v e t h a t ' s 

a l l I have. 

MR. CARR: At t h i s t i m e we w o u l d c a l l 

R o b e r t N. Goon. 

ROBERT N. GOON 

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

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

EXAMINATION 

BY MR. CARR: 

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

r e c o r d , p l e a s e ? 
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A. Robert N. Goon. 

Q. And where do you r e s i d e ? 

A. Midland, Texas. 

Q. By whom a r e you employed? 

A. Texaco E x p l o r a t i o n & P r o d u c t i o n , I n c . , 

Midland Producing D i v i s i o n . 

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

A. I'm a g e o l o g i s t . 

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

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

A . No . 

Q. Would you r e v i e w f o r Mr. Catanach your 

e d u c a t i o n a l background and then summarize your 

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

A. I have a b a c h e l o r of s c i e n c e degree i n 

e a r t h s c i e n c e s from C a l i f o r n i a S t a t e U n i v e r s t i y , 

B a k e r s f i e l d , p l u s 24 hours of graduate l e v e l 

geology c o u r s e s . 

Four of the p a s t e l e v e n y e a r s , I have 

worked f o r Texaco, I n c . , i n v a r i o u s c a p a c i t i e s . 

I was h i r e d on as a t e c h n i c i a n i n the r e s e r v o i r 

e n g i n e e r i n g group, T a f t D i s t r i c t , i n B a k e r s f i e l d , 

C a l i f o r n i a , i n March of 1981. I then worked as a 

g e o l o g i c a s s i s t a n t from August 1982 u n t i l my 

promotion to a g e o l o g i s t i n August of 1985. 
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While a g e o l o g i s t i n C a l i f o r n i a , I 

p r o v i d e d g e o l o g i c support f o r p r o p e r t i e s i n the 

San Joaquin V a l l e y . With the r e o r g a n i z a t i o n i n 

1988, I was t r a n s f e r r e d to Ventura, C a l i f o r n i a , 

where I worked as a p r o p e r t y e v a l u a t i o n g e o l o g i s t 

u n t i l J u l y of 1989. As a p r o p e r t y e v a l u a t i o n 

g e o l o g i s t , I was r e s p o n s i b l e f o r d e t e r m i n i n g the 

v a l u e of p r o p e r t i e s a v a i l a b l e f o r p urchase and 

s a l e . 

I n J u l y of 1989 I was r e a s s i g n e d to the 

r e s e r v o i r group as a r e s e r v o i r e n g i n e e r where I 

was r e s p o n s i b l e f o r r e s e r v e s , new w e l l 

development, and a s s i s t i n g a r e a o f f i c e s and 

m a i n t a i n i n g p r o d u c t i o n of 4300 b a r r e l s of o i l per 

day . 

S i n c e my t r a n s f e r to Midland i n 

F e b r u a r y of 1991, I have worked as g e o l o g i s t i n 

the enhanced o i l r e c o v e r y group. 

Q. And your geographic a r e a of 

r e s p o n s i b i l i t y w i t h Texaco i n c l u d e s the p o r t i o n 

of s o u t h e a s t e r n New Mexico i n v o l v e d i n t h i s c a s e ? 

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

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

t h a t have been f i l e d on b e h a l f of Texaco i n each 

of the c o n s o l i d a t e d c a s e s ? 
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A. Yes. 

Q. And have you made a g e o l o g i c a l study of 

the p o r t i o n of the Vacuum-Glorieta Pool which i s 

i n v o l v e d i n t h e s e a p p l i c a t i o n s ? 

A. Yes. I have reviewed and updated the 

d a t a o r i g i n a l l y p r epared f o r the proposed 

Vacuum-Glorieta Un i t by the e n g i n e e r i n g committee 

r e p o r t dated November of 1990. 

MR. CARR: We tender Mr. Goon as an 

e x p e r t w i t n e s s i n petroleum geology. 

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

Q. (BY MR. CARR) Have you prepared 

c e r t a i n e x h i b i t s f o r p r e s e n t a t i o n here today? 

A. Yes, I have. 

Q. Could you r e f e r to what has been marked 

as Texaco E x h i b i t No. 11 and u s i n g t h i s e x h i b i t 

d e s c r i b e the u n i t i z e d f o r m a t i o n f o r Mr. Catanach? 

A. Okay. E x h i b i t 11, i f y o u ' l l note the 

type log up here on the w a l l , i s a type log of 

the Vacuum-Glorieta Pool, which c o n t a i n s the 

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

The Vacuum-Glorieta Pool i s d e f i n e d as 

t h a t i n t e r v a l under the u n i t a r e a between the top 

of the G l o r i e t a a t 5,838 f e e t to the base of the 

Paddock at 6,235 f e e t . T h i s i n t e r v a l i s d e f i n e d 
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on the type log f o r the Vacuum-Glorieta U n i t as 

M o b i l - B r i d g e s S t a t e w e l l No. 95, S e c t i o n 26, 

Township 17 South, 34 E a s t . 

Q. And t h i s i s the type log r e f e r e n c e d i n 

the u n i t agreement i t s e l f ? 

A. 11 i s . 

Q. Has the p o r t i o n of t h i s r e s e r v o i r which 

you propose to u n i t i z e been r e a s o n a b l y d e f i n e d by 

development ? 

A. Yes, i t has. 

Q. L e t ' s go now to your s t r u c t u r e map on 

the top of the G l o r i e t a , which i s marked E x h i b i t 

No. 12, and I ' d ask t h a t you r e v i e w t h a t f o r the 

Examiner. 

A. E x h i b i t 12 i s a s t r u c t u r e map on top of 

the G l o r i e t a , which c o r r e s p o n d s on the type log 

to t h i s h o r i z o n . 

Q. Which i s the uppermost? 

A. Uppermost on the type l o g . The contour 

map was c o n s t r u c t e d u s i n g s t r u c t u r a l p i c k s from 

the l o g s c o r r e l a t e d to the type l o g . E x h i b i t 11. 

The contour i n t e r v a l i s 10 f e e t . The shaded a r e a 

r e p r e s e n t s the proposed u n i t . The c o n t o u r s show 

an asymmetric n o r t h to n o r t h e a s t a n t i c l i n e 

p l u n g i n g down-dip from a n o r t h - s o u t h t r e n d i n g 
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dome on the west s i d e of the f i e l d . 

The n o r t h - s o u t h dome i s c e n t e r e d on 

S e c t i o n 36, Texaco "0" S t a t e l e a s e . And the 

s t r u c t u r e plunges o f f the dome i n the west and 

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

Q. L e t ' s move now to the i s o p a c h maps, and 

f i r s t l e t ' s go to E x h i b i t 13, the i s o p a c h of the 

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

A. Okay. 

Q. Could you r e v i e w t h a t ? 

A. E x h i b i t 13 i s an i s o p a c h map of the net 

pay f o r the u n i t i z e d i n t e r v a l . The net pay f o r 

the Upper and Lower Paddock were combined to make 

t h i s map. T h i s e x h i b i t shows the net pay w i t h i n 

the u n i t ranges from 20 f e e t to 140 f e e t . The 

14 0 - f e e t i n t e r v a l i s i n the Texaco S t a t e 0-36 

l e a s e , Texaco 0 S t a t e , S e c t i o n 36 l e a s e , and a l s o 

c o r r e s p o n d s to the high i n t h a t same s e c t i o n . 

Q. Now, t h i s i s o p a c h i n f a c t i n c l u d e s a l l 

f l o o d a b l e zones? 

A. I t does. 

Q. Does i t not? 

A. Uh-huh. 

Q. And t h i s e n t i r e a r e a which i s i n d i c a t e d 

on t h i s i s o p a c h can r e a s o n a b l y be expected to 
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c o n t r i b u t e r e s e r v e s to the u n i t ; i s t h a t r i g h t ? 

A. Yes. 

Q. I s t h e r e a n y t h i n g e l s e you'd want to 

show w i t h your E x h i b i t No. 13? 

A. No. I t h i n k t h a t c o v e r s i t . 

Q. Okay. L e t ' s go to E x h i b i t No. 14. 

Could you e x p l a i n what t h i s i s ? 

A. E x h i b i t 14 i s a l s o an i s o p a c h map 

s t r i c t l y of the Lower Paddock Formation, which on 

the type log would be the t h i r d h o r i z o n . And the 

a r e a l e x t e n t of the Lower Paddock, a t l e a s t i n 

f l o o d a b l e t h i c k n e s s e s , i s l i m i t e d to the west 

un i t . 

As you can s e e , on the west s i d e o f f 

our -- or near the end of our u n i t , t h e r e i s a 

zero p r o d u c i b l e i n t e r v a l . And a l s o on the e a s t 

s i d e i t drops down to where we c o u l d n ' t f l o o d 

i t . 

The h i g h e s t -- the pay range i s from 5 

to 40 f e e t . And the h i g h net pay o c c u r s a l s o i n 

the S e c t i o n 36, 0 S t a t e l e a s e . 

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

conducted i n the Lower Paddock i n t h i s p o r t i o n of 

the f i e l d ? 

A. Yes. 
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Q. But the f l o o d a b l e p o r t i o n i s only 

p r e s e n t and p r o d u c t i v e i n the w e s t e r n p a r t of the 

f i e l d ? 

A. C o r r e c t . 

Q. And t h a t i s the primary r e a s o n f o r 

d i v i d i n g the r e s e r v o i r as i t has been between you 

and P h i l l i p s , f o r the f o r m a t i o n of two u n i t s as 

opposed to one? 

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

Q. Now, l e t ' s go to your E x h i b i t s 15 and 

1 6 . 

A. Okay. 

Q. The c r o s s - s e c t i o n s . And i f you c o u l d 

f i r s t i d e n t i f y them, note the t r a c e , and then 

r e v i e w them f o r Mr. Catanach. 

A. Okay. 

Q. E x h i b i t s 15 and 16 -- I ' l l put 16 up i n 

a minute -- a r e the c r o s s - s e c t i o n s a c r o s s the 

u n i t . The c r o s s - s e c t i o n s were c o n s t r u c t e d from 

lo g s hung on a subsea depth of minus 1800 f e e t . 

The l o g s shown on the c r o s s - s e c t i o n s 

a r e gamma ray or s o n i c , l o g s c o n v e r t e d to 

p o r o s i t y l o g . Or i f we have a neutron c u r v e , 

they are p l o t t e d i n s t e a d . The d a r k - f i l l e d l i n e s 

i n d i c a t e p e r f o r a t i o n s . And the hachured l i n e i s 
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the u n i t border. I f you look on here, t h a t would 

be r i g h t here i n the c r o s s - s e c t i o n . 

Q. You're showing t h a t on t h e - -

A. There i s an index map on the 

c r o s s - s e c t i o n which shows the l i n e of the 

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

Q. What does t h i s show you? 

A. The E x h i b i t 15 shows the dome hig h on 

the west s i d e of the p r o p e r t y which c o r r e s p o n d s 

to S e c t i o n 36. And t h a t the fo r m a t i o n s drop o f f 

s h a r p l y to the e a s t . On the c r o s s - s e c t i o n s a r e 

posted the tops which c o r r e s p o n d to the type l o g , 

the top of the G l o r i e t a , the top of the Upper 

Paddock, top of the Lower Paddock, and the base 

of the Lower Paddock, or the top of the 

B l i n e b r y . 

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

a l s o i n d i c a t e the f a c t t h a t the Lower Paddock i s 

only p r o d u c i b l e w i t h i n the u n i t boundary. 

T h e r e ' s no p e r f o r a t i o n s even i n t h i s w e l l on the 

u n i t , i n s i d e the u n i t . 

Q. And i n t h a t Lower Paddock i n f a c t i t 

shows you're l o s i n g both s t r u c t u r e and q u a l i t y as 

you move toward the e a s t ? 

A. That i s c o r r e c t . 
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Q. Anything e l s e w i t h E x h i b i t 15? 

A . No . 

Q. Okay. L e t ' s go to your other 

c r o s s - s e c t i o n , E x h i b i t No. 16. Review t h a t f o r 

the Examiner. 

A. E x h i b i t No. 16 i s a n o r t h - s o u t h 

c r o s s - s e c t i o n through the u n i t . On the index map 

you can see i t goes r i g h t through the e n t i r e u n i t 

towards the e a s t s i d e of the p r o p e r t y . Again, 

the l o g s are hung on a subsea depth of minus 

1800. The u n i t b o r d e r s a r e the hachured l i n e s , 

and the p e r f o r a t i o n s a r e i n d i c a t e d on the s o l i d 

1 i n e s . 

T h i s a g a i n shows how the s t r u c t u r e 

plunges o f f the u n i t , a c t u a l l y plunges to the 

n o r t h and to the south. You can see where i t 

drops o f f on e i t h e r s i d e here, s t a r t s as a low, 

comes up, peaks i n t h i s S e c t i o n 36 p r o p e r t y , and 

then drops o f f to the south. 

Q. Anything f u r t h e r ? 

A. T h a t ' s i t . 

Q. Mr. Goon, i n your o p i n i o n can the 

p o r t i o n of t h i s p a r t i c u l a r p o ol, which i s 

e n c l o s e d or i n c l u d e d w i t h i n the proposed u n i t 

a r e a be e f f i c i e n t l y and e f f e c t i v e l y o p e r a t e d 
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under a u n i t p l a n of development? 

A. Yes. The Upper and Lower Paddock a r e 

both w a t e r - f l o o d a b l e w i t h i n the Vacuum-Glorieta 

West Un i t boundary. The Lower Paddock does not 

occur i n s u f f i c i e n t q u a n t i t y to f l o o d i n the 

e a s t . However, both zones a r e cont i n u o u s a c r o s s 

the Vacuum-Glorieta West Un i t and thus a r e prime 

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

Q. Were E x h i b i t s 11 through 16 prepared by 

you? 

A. Yes. 

MR. CARR: At t h i s time, Mr. Catanach, 

we would move Texaco E x h i b i t s 11 t r u e 16. 

EXAMINER CATANACH: E x h i b i t s 11 through 

16 w i l l be admitted as e v i d e n c e . 

MR. CARR: That c o n c l u d e s my 

exami n a t i o n of Mr. Goon. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Am I c o r r e c t i n u n d e r s t a n d i n g t h a t the 

Lower Paddock i s p r e s e n t i n the e a s t p o r t i o n of 

the u n i t but --

A. W e l l , i f you look a t the i s o p a c h , i t 

drops down. E x h i b i t 14, the i s o p a c h of the lower 

Paddock. As you can see, i t drops f i v e f e e t of 
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net p r o d u c i b l e i n t e r v a l c l o s e l y a f t e r going 

toward — f a l l i n g o f f our u n i t . The s t r u c t u r e 

d i p s t h a t d i r e c t i o n , and i t ' s j u s t not p r o d u c i b l e 

over t h e r e . 

Q. I s t h e r e any p r o d u c t i o n i n the e a s t , 

proposed e a s t u n i t i n t h a t Lower? 

A. Lower Paddock? Most of the w e l l s a r e 

not deep enough to be p r o d u c i b l e over t h e r e . But 

they have t e s t e d some of the w e l l s on t h a t s i d e 

of the p r o p e r t y , and they haven't produced. 

Q. Okay. So you've got two main f l o o d a b l e 

zones, one being i n the Upper Paddock? 

A. C o r r e c t . I f you look at the type log, 

both the Upper Paddock and the Lower Paddock, 

mainly the top 100 f e e t of each i n t e r v a l a r e 

f l o o d a b l e w i t h i n the zone, w i t h i n the u n i t . 

Q. And those two zones are s e p a r a t e d by 

what? 

A. W e l l , t h e r e ' s a c t u a l l y j u s t a t i g h t 

zone i n t h e r e . I t ' s a l l c a r b o n a t e and d o l o m i t e s , 

and i t ' s j u s t a t i g h t e r i n t e r v a l i n h e r e . 

Q. So t h e y ' r e not i n communication? 

A. I c a n ' t guarantee t h a t t h e y ' r e not, but 

I don't b e l i e v e t h a t they a r e . We're not going 

to f l o o d them s e p a r a t e l y . 
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Q. Do they e x h i b i t the same 

c h a r a c t e r i s t i c s i n your proposed u n i t ? 

P e r m e a b i l i t y ? 

A. The c u t o f f s used f o r d e t e r m i n i n g net 

pay were the same. And I have not — I haven't 

looked a t the c o r e . I haven't looked at the core 

to determine i f t h e r e was s i g n i f i c a n t l i t h o l o g i c 

d i f f e r e n c e . But g e n e r a l l y the s t r u c t u r e i s more 

of a l i m e s t o n e up here and a dolomite sand to the 

south -- dolomite i n t e r v a l . I'm so used to 

s a y i n g sands. I t ' s not a sand. I a p o l o g i z e . 

C a l i f o r n i a . 

Q. The proposed u n i t boundary g e n e r a l l y on 

the northwest and south s i d e g e n e r a l l y c o r r e s p o n d 

to f i e l d development where the f i e l d has been 

developed? 

A. Run t h a t by a g a i n . I d i d n ' t q u i t e — 

on the northwest s i d e of the p r o p e r t y ? 

Q. W e l l , l e t me j u s t ask you how the 

northwest and south b o u n d a r i e s of the u n i t were 

determined or were d e r i v e d . 

A. I ' l l have to d e f e r to Mr. Dunham, the 

e n g i n e e r , on t h a t . 

Q. W e l l , does geology have a p a r t i n t h a t ? 

A. Most of the w e l l s here were d r i l l e d i n 
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the 60s. And t h e r e a r e s i g n i f i c a n t o t h er f l o o d 

u n i t s s u r r o u n d i n g them, deeper and s h a l l o w e r . 

The Abo Uni t i s s i g n i f i c a n t l y deeper and so 

p e n e t r a t e d t h e s e zones on the way down. And they 

d i d n ' t have any -- they d i d n ' t produce 

hydrocarbons out of those zones. 

So I guess the c o n c l u s i o n you can draw 

from t h a t i s t h a t i f they d r i l l e d through i t and 

i t wasn't p r o d u c i b l e , they d i d n ' t produce i t . 

Q. I s the u n i t i z e d i n t e r v a l f a i r l y easy to 

c o r r e l a t e a c r o s s the proposed u n i t ? 

A. Yes. I had no problem. The 

e n g i n e e r i n g t e c h n i c a l committee d i d the m a j o r i t y 

of the w e l l s which were d r i l l e d i n the 60s. 

Texaco over the l a s t t h r e e y e a r s has d r i l l e d 

s e v e r a l w e l l s . I had no t r o u b l e c o r r e l a t i n g 

those w e l l s to the o l d e r w e l l s at a l l . 

EXAMINER CATANACH: Th a t ' s a l l I have 

of the w i t n e s s , Mr. C a r r . 

Oh, Mr. K e l l a h i n . I'm s o r r y . 

EXAMINATION 

BY MR. KELLAHIN: 

Q. I'm s t i l l c onfused by the boundary. 

Would you he l p me und e r s t a n d the geology as we go 

around the boundary? 
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A. Uh-huh. 

Q. L e t me s t a r t w i t h the i s o p a c h of the 

Lower Paddock. I t ' s s i m p l y e a s i e r f o r me to 

v i s u a l i z e . When you f o l l o w the p o l i t i c a l 

boundary, the c o n f i g u r a t i o n of the u n i t , and 

compare i t to the r e s e r v o i r as you've mapped i t , 

l o o k i n g at the net i s o p a c h on the Lower Paddock, 

when you f o l l o w t h a t boundary around, a r e you 

l o o k i n g a t the ze r o contour l i n e on the net 

is o p a c h as an element of c o n t r o l f o r the 

p o l i t i c a l boundary? 

A. A c t u a l l y t h a t ' s the way i t worked out. 

The p r o d u c i b l e i n t e r v a l f o r the Lower Paddock i s 

l i m i t e d to the west s i d e of the p r o p e r t y . The 

dip on the e a s t s i d e i s such t h a t you get some 

water encroachment i n the Lower Paddock, and i t ' s 

not p r o d u c i b l e . 

The t e c h n i c a l committee t h a t d i d the 

o r i g i n a l r e p o r t i n 1990 d i d w r e s t l e w i t h t h i s 

problem f o r a w h i l e and determined t h a t t h e r e 

j u s t was no way to map any p r o d u c i b l e i n t e r v a l i n 

the Lower Paddock on the e a s t s i d e of the 

p r o p e r t y . 

Q. When you look a t the west boundary — 

A. Uh-huh. 
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Q. — i n the Lower Paddock, w i t h the 

e x c e p t i o n perhaps of the n o r t h e a s t q u a r t e r of 26, 

t h a t boundary i s a r e a s o n a b l e f i t to the z e r o 

contour l i n e i n the Lower Paddock, t h i s one over 

here ? 

A. Yes. 

Q. Do you see what I'm s a y i n g ? 

A. Yes. 

Q. You've got an 80-a c r e t r a c t up here 

t h a t ' s g r e a t e r than the zero t h a t ' s not the u n i t ? 

A. T h a t ' s t r u e , but t h e r e ' s only t en f e e t 

of p r o d u c i b l e i n t e r v a l . And y o u ' l l have to ask 

our e n g i n e e r , but i n my e s t i m a t i o n t h a t ' s not 

f l o o d a b l e . 

Q. Okay. That s e t s me up f o r you to 

e x p l a i n to me the e a s t e r n boundary of your u n i t 

and why you have s e l e c t e d to e x c l u d e , f o r 

example, the Marathon t r a c t here t h a t has v a l u e 

g r e a t e r than ten t h a t i s not y e t i n the Western 

U n i t . 

I s t h e r e a g e o l o g i c e x p l a n a t i o n to the 

e a s t e r n boundary when we look at the Lower 

Paddock? 

A. Not as much so as t h e r e would be an 

e n g i n e e r i n g r e a s o n . 
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Q. Okay. Come up t o t h e i s o p a c h E x h i b i t 

13. I t ' s a c o m b i n a t i o n o f Lower and Upper 

Paddock? 

A. Uh-huh. 

Q. Why d i d you do t h a t as opposed t o 

s i m p l y an i s o p a c h o f t h e Upper Paddock? 

A. Because we p l a n n e d t o f l o o d t h e e n t i r e 

-- b o t h i n t e r v a l s . And when y o u ' r e w o r k i n g --

when y o u ' r e f i g u r i n g o u t t h e economics f o r a 

f l o o d , you want t o t a k e t h e e n t i r e n e t pay 

i n t e r v a l . I have one o f t h o s e . 

Q. Why t h e n do we have a n e t i s o p a c h o f 

o n l y t h e Lower Paddock? 

A. Because i t shows t h e l i m i t a t i o n s o f t h e 

Lower Paddock. There r e a l l y as much a l i m i t a t i o n 

t o t h e Upper Paddock zone as t h e r e i s t o t h e 

Lower Paddock. 

Q. When we g e t t o t h e Upper Paddock, i s 

t h e Upper Paddock t o be p a r t o f t h e f l o o d a b l e 

i n t e r v a l f o r P h i l l i p s ' E a s t e r n V a c u u m - G l o r i e t a 

U n i t ? 

A. Yes, i t i s . 

Q. So a t l e a s t i n t h a t p o r t i o n o f t h e 

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

c o r r e c t , g e o l o g i c a l l y t h e r e i s g o i n g t o be f l o o d s 
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on both s i d e s of t h a t ? 

A. Yes. T h a t ' s easy to e x p l a i n i f you 

look a t the c r o s s - s e c t i o n because the Upper 

Paddock i s c o n s i d e r a b l y up-dip of the Lower 

Paddock. As you drop down — w e l l , i t shows, as 

you — i t shows b e t t e r on t h e s e e a s t - w e s t 

c r o s s - s e c t i o n s . 

As you drop-off of the u n i t , you can 

see how the dip — t h i s i s S e c t i o n 36, our two 

w e l l s . The c r o s s - s e c t i o n goes r i g h t through 

h e r e . You can see t h a t the dip i n c r e a s e s 

d r a m a t i c a l l y , and w i t h t h a t the water 

encroachment does at the same time. 

So they have not been a b l e to produce 

the Lower Paddock down here on t h i s s i d e because 

i t ' s f u r t h e r down-dip than the Upper Paddock and 

t h e r e f o r e i t i s wet or t i g h t or both. 

Q. And the c h o i c e on the boundary 

s e p a r a t i o n between the e a s t and the west when we 

get to the upper Paddock i s based upon what? 

A. The c h o i c e between the breakout of the 

west and e a s t , a t l e a s t g e o l o g i c a l l y , i s based on 

the Lower Paddock, not on the Upper Paddock. 

MR. KELLAHIN: Okay. Thank you. 

Thank you, Mr. Examiner. 
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MR. CARR: At t h i s t i m e , Mr. Ca t a n a c h , 

we w o u l d c a l l Dan Dunham. 

DAMIEL A. DDMHAM 

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

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

EXAMINATION 

BY MR. CARR: 

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

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

A. D a n i e l A r t h u r Dunham. 

Q. Where do you r e s i d e ? 

A. I n M i d l a n d , Texas. 

Q. By whom a r e you employed? 

A. Texaco. 

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

A. I am a p r o j e c t team l e a d e r i n t h e 

u n i t i z a t i o n g r o u p i n t h e M i d l a n d P r o d u c i n g 

D i v i s i o n . 

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

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

A. No, s i r . 

Q. C o u l d you r e v i e w y o u r e d u c a t i o n a l 

b a c k g r o u n d and work e x p e r i e n c e f o r Mr. Catanach? 

A. I n 1982 I r e c e i v e d two b a c h e l o r d e g r e e s 

f r o m Purdue U n i v e r s i t y , one i n g e o l o g y , one i n 
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g e o l o g i c a l e n g i n e e r i n g . From 1928 to the 

p r e s e n t , I ' v e been working w i t h Texaco i n the 

Permian B a s i n . I ' v e worked f i v e y e a r s as an 

o p e r a t i o n s e n g i n e e r , two y e a r s i n development, 

and i n the p a s t t h r e e y e a r s i n r e s e r v o i r 

e n g i n e e r i n g . 

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

f i l e d i n t h i s c a s e ? 

A. Yes, s i r . 

Q. And have you made a study of the a r e a 

which i s i n v o l v e d i n t h i s a p p l i c a t i o n ? 

A . Yes, s i r . 

MR. CARR: At t h i s time, Mr. Catanach, 

we tender Mr. Dunham as an e x p e r t w i t n e s s i n 

petroleum e n g i n e e r i n g . 

EXAMINER CATANACH: Mr. Dunham i s so 

qua1i f i e d . 

Q. (BY MR. CARR) Mr. Dunham, a r e you 

f a m i l i a r w i t h the S t a t u t o r y U n i t i z a t i o n A c t ? 

A. Yes, s i r . 

Q. Has i t been your r e s p o n s i b i l i t y to p u l l 

t o g e t h e r t h i s p r e s e n t a t i o n f o r the Commission 

here today? 

A. Yes, i t has. 

Q. Have you prep a r e d c e r t a i n e x h i b i t s f o r 
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p r e s e n t a t i o n here today? 

A. Yes, s i r . 

Q. L e t me d i r e c t your a t t e n t i o n to what 

has been marked as Texaco E x h i b i t No. 17, our 

w e l l s t a t u s map, and I ' d ask you to r e v i e w the 

i n f o r m a t i o n on t h a t e x h i b i t f o r Mr. Catanach. 

A. Okay. T h i s e x h i b i t was o r i g i n a l l y 

p r e s e n t e d i n the development p l a n , which w i l l be 

p r e s e n t e d i n t h i s h e a r i n g as E x h i b i t 20, your 

E x h i b i t 17. 

Again, the u n i t o u t l i n e d i s h i g h l i g h t e d 

i n y e l l o w . The s o l i d dots r e p r e s e n t the 

p r oducing w e l l s i n the proposed u n i t . At f u l l 

development t h e r e w i l l be a t o t a l of 69 producing 

w e l l s . Up to 19 of t h e s e w e l l s may r e q u i r e 

replacement due to o p e r a t i o n a l and m e c h a n i c a l 

c o n d i t i o n s . The i n j e c t i o n w e l l s a r e shown as 

t r i a n g l e s connected by the p a t t e r n l i n e s h e r e . 

Along the e a s t e r n boundary we w i l l be 

c o o p e r a t i v e l y d r i l l l i n g e v e r y other w e l l w i t h the 

e a s t u n i t . Our w e l l s a r e shown as the s t a n d a r d 

t r i a n g l e s . The w e l l s -- the e a s t u n i t w e ' l l be 

d r i l l i n g a r e i n v e r t e d t r i a n g l e s . Each u n i t w e ' l l 

be d r i l l i n g s i x of those w e l l s . 

Again I would l i k e to go ahead and 
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e x p l a i n t h i s s i t u a t i o n of how the u n i t boundary 

was drawn. The primary r e a s o n , which has been 

s t a t e d , i s t h a t of the lower -- the development 

of the Lower Paddock Formation being s i t u a t e d on 

the west and absent i n the e a s t . The development 

of the two f l o o d s a r e going to be s e p a r a t e 

because of the e x i s t e n c e of t h a t zone. 

When you get down to the n o r t h h a l f of 

S e c t i o n 6, the l i n e was not c o n t i n u e d down h e r e . 

That would b i s e c t t h i s Marathon t r a c t i n the 

northwest q u a r t e r s e c t i o n of S e c t i o n 6. 

A second r e a s o n , an e n g i n e e r i n g r e a s o n 

t h a t the west i s being s e p a r a t e d from the e a s t i s 

o p e r a t i o n a l c o n s i d e r a t i o n s . T h e r e ' s a l o t of 

s l i m - h o l e c o m p l e t i o n s most predominantly 

c o n c e n t r a t e d i n the west h o l e . These a r e 

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

c o m p l e t i o n s , such as t h a t . 

The New Mexico R S t a t e , which i s i n the 

n o r t h e a s t q u a r t e r s e c t i o n of S e c t i o n 6, which i s 

a Texaco o p e r a t e d t r a c t , a l s o has a l a r g e 

m a j o r i t y of s l i m h o l e s i n i t . We wanted to go 

ahead and keep t h a t so t h a t the o p e r a t o r s i n the 

West U n i t c o u l d handle t h i s s i t u a t i o n where i t i s 

absent from t h a t i n the e a s t s i d e . 
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Q. Now, Mr. Dunham, one other t h i n g . 

There were q u e s t i o n s asked about the 

d e t e r m i n a t i o n not only of the e a s t e r n boundary, 

which you've j u s t r eviewed, but the b o u n d a r i e s to 

the n o r t h , south, and west. Why were those 

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

A. W e l l , t h e r e ' s a number of dry h o l e s a l l 

around the p e r i m e t e r of t h i s , dry or wet t e s t s . 

A number of other w e l l s a l s o p e n e t r a t e d t h i s 

zone. And through log a n a l y s i s i t i s determined 

t h a t the formation was e i t h e r absent or would be 

wet down-dip such as t h a t . So t h a t i s how the 

pool development of t h i s f i e l d has been 

e s t a b l i s h e d . 

Q. L e t ' s go now to what has been marked as 

your E x h i b i t No. 18. Would you i d e n t i f y t h a t and 

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

A. Again t h i s e x h i b i t was o r i g i n a l l y 

p r e s e n t e d i n the development p l a n as f i g u r e 5. 

T h i s i s the composite curve r e p r e s e n t i n g a l l the 

l e a s e s t h a t w i l l be c o n t r i b u t i n g to the 

Vacuum-Glorieta West U n i t . 

The green curve i s the p r o d u c t i o n 

h i s t o r y . You can see t h a t the f i e l d was 

d i s c o v e r e d back i n 1963. The p u r p l e curve shows 
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the c o n t i n u e d primary o p e r a t i o n s , p r o j e c t e d 

c o n t i n u e d primary. Then the magenta w i l l be the 

w a t e r f l o o d p r o j e c t . 

As you can see l i s t e d on t h i s e x h i b i t , 

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

of r e s e r v e s w i l l be r e c o v e r e d from the w a t e r f l o o d 

p r o j e c t . 

Q. Now, have you e s t i m a t e d the a d d i t i o n a l 

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

w a t e r f l o o d p r o j e c t ? 

A. Yes, s i r , I have. 

Q. And what a r e t h o s e ? 

A. The i n c r e m e n t a l o p e r a t i n g c o s t s over 

the l i f e of the p r o j e c t w i l l i n c r e a s e by $45.2 

m i l l i o n . T o t a l investment f o r t h i s p r o j e c t w i l l 

be $37.7 m i l l i o n . That i n c l u d e s d r i l l i n g up to 

19 replacement w e l l s t h a t I d i s c u s s e d e a r l i e r . 

The a n t i c i p a t e d p r e s e n t v a l u e of performing the 

p r o j e c t i s $43 m i l l i o n d i s c o u n t e d a t 11.5 

p e r c e n t . 

Q. Okay. So what you're s a y i n g i s t h a t , 

over and above the c o s t s t h a t you have 

i d e n t i f i e d , the v a l u e of the a d d i t i o n a l r e s e r v e s 

s h o u l d be $43 m i l l i o n ? 

A. C o r r e c t . 
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Q. What a c t u a l p r i c e was u t i l i z e d i n 

computing t h e s e f i g u r e s ? 

A. We used $20 per b a r r e l of o i l h e l d 

c o n s t a n t . And a d e t a i l e d breakout of the p r o j e c t 

economics i s p r o v i d e d i n the development p l a n , 

a g a i n E x h i b i t 20 of t h i s h e a r i n g . 

Q. Mr. Dunham, p r e v i o u s e x h i b i t s have 

i n d i c a t e d t h a t a l l working i n t e r e s t owners i n the 

proposed u n i t a r e a a r e pre p a r e d to commit t h e i r 

i n t e r e s t s except Marathon. My q u e s t i o n i s why i s 

i t important to s t a t u t o r i l y u n i t i z e t h i s a r e a 

t h e r eby having a l l t r a c t s i n c l u d e d i n the u n i t ? 

A. Again I would l i k e to r e f e r back to 

E x h i b i t 17. The two Marathon t r a c t s are the 

southwest q u a r t e r s e c t i o n of S e c t i o n 25 and the 

northwest q u a r t e r s e c t i o n of S e c t i o n 6. 

As you can see, the e x c l u s i o n of the 

southwest q u a r t e r of S e c t i o n 25 would l e a v e a 

window i n t h i s u n i t . I t would a l s o i s o l a t e p a r t 

of Mobil B r i d g e s S t a t e over here as i d e n t i f i e d as 

the e a s t h a l f of the s o u t h e a s t q u a r t e r , S e c t i o n 

26 . 

The e x c l u s i o n of the Marathon t r a c t i n 

the northwest q u a r t e r s e c t i o n of S e c t i o n 6 would 

i s o l a t e Texaco's New Mexico R S t a t e NCT-1 l e a s e 
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l o c a t e d i n the n o r t h e a s t q u a r t e r s e c t i o n of 

Se c t ion 6. 

I t would be n e c e s s a r y to e l i m i n a t e 14 

i n j e c t i o n w e l l s i n order to accommodate the 

removal of the Marathon p r o p e r t i e s . Not only 

would the r e c o v e r y p o t e n t i a l be l o s t on t h e i r 

t r a c t s , but i t would a l s o be l o s t on a l l but 

on e - h a l f p a t t e r n s which o f f s e t t h e i r t r a c t s . 

I t would be n e c e s s a r y f o r the remaining 

p a r t n e r s to c o m p l e t e l y r e e v a l u a t e the p r o d u c t i o n 

s c h e d u l e and attempt to agree to p a r t i c i p a t i o n i n 

a p r o j e c t t h a t would e x c l u d e t h e s e t r a c t s . 

And from a t e c h n i c a l v i e w p o i n t , you 

know, the e x c l u s i o n of the t r a c t s would waste and 

l o s e p o t e n t i a l r e c o v e r y . And from a b u s i n e s s 

s t a n d p o i n t , going back to the r e n e g o t i a t i o n s , i t 

co u l d drag out t h i s p r o j e c t f o r y e a r s , i f we 

co u l d ever come to agreement a g a i n . 

Q. So, Mr. Dunham, i f i n f a c t we a r e going 

to be a b l e to o b t a i n the p r o j e c t e d 

f o u r t e e n - a n d - a - h a l f m i l l i o n b a r r e l s of a d d i t i o n a l 

o i l , i t ' s n e c e s s a r y t h a t the e n t i r e West U n i t 

a r e a be i n c l u d e d w i t h i n the u n i t ; i s t h a t what 

you 1 r e say ing? 

A. Yes, s i r . 
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Q. I n y o u r o p i n i o n i s u n i t i z e d management, 

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

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

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

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

a r e a as you've i n d i c a t e d on E x h i b i t 18? 

A. Yes, s i r . 

Q. I n y o u r o p i n i o n a r e t h e u n i t i z e d 

methods o f o p e r a t i o n as you p r o p o s e t o a p p l y t o 

t h i s u n i t a r e a f e a s i b l e ? 

A. Yes, s i r . 

Q. And what methods a r e we a c t u a l l y 

t a l k i n g a b o u t h e r e ? 

A. W a t e r f l o o d i n g . 

Q. W i l l t h e method o f o p e r a t i o n f o l l o w i n g 

u n i t i z a t i o n r e s u l t i n y o u r o p i n i o n i n a 

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

o f h y d r o c a r b o n s ? 

A. Yes, s i r . 

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

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

A. Okay. As s t a t e d e a r l i e r , t h i s i s a 

two-phased f o r m u l a . Phase 1 i s h e a v i l y w e i g h t e d 

i n r e m a i n i n g p r i m a r y r e s e r v e s and c u r r e n t 

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

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

c u r r e n t r e v e n u e l e v e l s . 

Phase 1 l a s t s u n t i l 2.175 m i l l i o n 

b a r r e l s o f o i l have been p r o d u c e d . I t i s 

a n t i c i p a t e d t h a t t h i s w i l l o c c u r i n 1995. 

Phase 2 i s h e a v i l y w e i g h t e d i n 

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

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

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

w a t e r f l o o d o p e r a t i o n . 

A l s o , v o l u m e t r i c o i l was i n c l u d e d t o 

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

f r o m w a t e r f l o o d o p e r a t i o n s has been i n c l u d e d . 

Q. I n y o u r o p i n i o n does t h i s f o r m u l a 

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

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

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

A. Yes, s i r . 

Q. I s t h e u n i t i z a t i o n as p r o p o s e d 

n e c e s s a r y t o e f f e c t i v e l y c a r r y on s u c c e s s f u l 

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 as you a r e 

p r o p o s i n g ? 

A. Yes, s i r . 

Q. L e t ' s go f o r a few m i n u t e s t o t h e 
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p o r t i o n o f t h i s case w h i c h r e l a t e s t o t h e 

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

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

A. Yes, s i r . 

Q. C o u l d you i d e n t i f y what has been marked 

as Texaco's E x h i b i t No. 19? 

A. That i s t h e c o m p l e t e d Form C-108. 

Q. L e t ' s go t o t h a t e x h i b i t , and I w o u l d 

ask you t o f i r s t r e f e r t o t h e m a t e r i a l b e h i n d t h e 

t a b marked "Proposed I n j e c t i o n W e l l s . " C o u l d you 

i d e n t i f y t h a t m a t e r i a l and r e v i e w i t f o r Mr. 

Catanach? 

A. Yes. The f i r s t s h e e t h e r e i d e n t i f i e s 

t h e B r i d g e s S t a t e W e l l No. 113, w h i c h i s t h e 

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

w i l l be c o n v e r t e d f r o m p r o d u c t i o n t o i n j e c t i o n . 

F o l l o w i n g t h a t i s a l i s t o f a l l t h e n e w l y d r i l l e d 

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

Q. And how many w e l l s do you p r o p o s e t o 

d r i l l ? 

A. There w i l l be 59 new w e l l s and 1 

c o n v e r s i o n f o r a t o t a l o f 60 w e l l s . 

Q. L e t ' s now go t o t h e p o r t i o n o f t h e 

e x h i b i t b e h i n d t h e t a b marked E x h i b i t Roman 

Numeral V, i d e n t i f y t h a t , and r e v i e w i t . 
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A. Okay. T h i s shows t h e a r e a o f r e v i e w . 

T h i s i s a o n e - h a l f m i l e r a d i u s a r o u n d a l l 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 f o r t h e u n i t . There i s 

an expanded v e r s i o n i n t h e back p o c k e t o f t h e 

C-108 . 

Q. Does t h a t e n l a r g e d v e r s i o n o f t h i s 

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

two m i l e s o f each i n j e c t i o n w e l l ? 

A. Yes, s i r , i t does. 

Q. What i n j e c t i o n p a t t e r n does Texaco 

p r o p o s e t o use? 

A. I f I c o u l d r e f e r back a g a i n t o E x h i b i t 

17, we w i l l d e v e l o p on a 4 0 - a c r e , 5-spot 

i n j e c t i o n p a t t e r n by d r i l l i n g i n j e c t i o n w e l l s on 

20 - a c r e s p a c i n g between t h e e x i s t i n g p r o d u c i n g 

w e l i s . 

Q. Now, l e t ' s go t o t h e w e l l s t h a t a r e 

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

r e v i e w and r e f e r t o t h o s e two t a b s i n E x h i b i t 

19 . 

A. Okay. These a r e a l l t h e w e l l s w h i c h 

p e n e t r a t e o ur i n j e c t i o n zone w i t h i n t h e a r e a o f 

r e v i e w . We've b r o k e n i t o u t i n t o t h o s e w e l l s 

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

r e s i d e o u t s i d e b u t w i t h i n t h e a r e a o f r e v i e w . 
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T h i s i n c l u d e s a w e l l b o r e diagram f o r 

each w e l l showing the l o c a t i o n , c a s i n g r e c o r d s , 

cement r e c o r d s , t o t a l depth, comp l e t i o n r e c o r d , 

spud date, c o m p l e t i o n date and c u r r e n t s t a t u s f o r 

each we 11. 

Q. Does t h i s e x h i b i t a l s o c o n t a i n 

s c h e m a t i c drawings of a l l plugged and abandoned 

w e l l s w i t h i n the a r e a s of r e v i e w ? 

A. Yes, s i r . I f you r e f e r to the two t a b s 

i d e n t i f i e d as "P & A W e l l s I n s i d e the U n i t " and 

"P & A W e l l s Outside the U n i t , " here a g a i n , the 

same way i t shows the w e l l s w i t h i n the u n i t a r e a 

and between the u n i t a r e a and a r e a of i n t e r e s t . 

I t shows a l l the p l u g g i n g d e t a i l s and shows 

c a s i n g s t r i n g s l e f t i n the w e l l s . 

Q. And how many plugged and abandoned 

w e l l s a r e we a c t u a l l y t a l k i n g about? 

A. T o t a l of f i f t e e n , twelve i n s i d e the 

u n i t and t h r e e o u t s i d e the u n i t . 

Q. Are t h e r e any plugged and abandoned 

w e l l s t h a t need to be r e p a i r e d or pose any 

problems i n terms of the e f f e c t i v e o p e r a t i o n of 

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

f r e s h w a t e r ? 

A. No, s i r . A l l the w e l l s were plugged i n 
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accordance w i t h s t a t e r u l e s . 

Q . L e t ' s go now to the p o r t i o n of t h i s 

e x h i b i t which r e f e r s to t y p i c a l i n j e c t i o n w e l l . 

And I ' d ask you to r e v i e w the s c h e m a t i c drawings 

of the proposed i n j e c t i o n w e l l . 

A. Okay. F i r s t , t h e r e ' s an i n j e c t i o n w e l l 

d a t a s h e e t f o r the B r i d g e s S t a t e w e l l , which i s 

the w e l l we're going to be c o n v e r t i n g to 

i n j e c t i o n from p r o d u c t i o n . F o l l o w i n g t h a t i s the 

w e l l b o r e diagram e x i s t i n g i n t h a t w e l l . 

As you can see, cement was brought to 

s u r f a c e on both s t r i n g s of c a s i n g . We i n t e n d to 

u t i l i z e 2-3/8 i n c h cement l i n e t u b i n g and a Baker 

81 t e n s i o n p a c k e r . 

F o l l o w i n g t h a t a r e two examples of new 

d r i l l e d i n j e c t i o n w e l l s t h a t we propose, one i n 

what we c a l l the water flow a r e a and one i n a 

non-water flow a r e a . 

Q. F i r s t , what are we t a l k i n g about when 

we say i n the water flow a r e a ? 

A. As you d r i l l through the s a l t s e c t i o n s 

above 3,000 f e e t , and we have e x p e r i e n c e d i n the 

p a s t water f l o w s from t h i s i n t e r v a l . When those 

water f l o w s a r e g r e a t enough, i t i s n e c e s s a r y to 

run an a d d i t i o n a l s t r i n g of c a s i n g as you get 
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through those, cement i t , and then d r i l l your 

p r o d u c t i o n stream. 

We a n t i c i p a t e a p p r o x i m a t e l y a q u a r t e r 

of the f i e l d may e x p e r i e n c e t h i s , but p a s t 

d r i l l i n g has shown t h a t t h i s i s a c t u a l l y a b a t i n g 

and we may not see the s e v e r i t y of i t as we have 

i n the p a s t . 

Q. Okay. L e t ' s go back to the s c h e m a t i c 

drawings and j u s t r e v i e w those f o r Mr. Catanach. 

A. Here a g a i n w e ' l l ensure t h a t cement i s 

brought to s u r f a c e on a l l s t r i n g s of c a s i n g . We 

w i l l be u s i n g 2-3/8 i n c h cement l i n e t u b i n g and a 

Baker 81 t e n s i o n p a c k e r . And w e ' l l be s e t t i n g 

t h a t packer w i t h i n 100 f e e t of p e r f o r a t i o n s or 

openhole. 

Q. Now, at f u l l development you're 

a n t i c i p a t i n g 60 i n j e c t i o n w e l l s ; c o r r e c t ? 

A. C o r r e c t . 

Q. And how many of those w e l l s a r e 

a c t u a l l y going to be c o o p e r a t i v e w e l l s between 

the west and e a s t u n i t s ? 

A. S i x of those w e l l s we w i l l 

c o o p e r a t i v e l y o p e r a t e , and then s i x the e a s t 

w i l l . 

Q. And you're going to d r i l l a l l of t h e s e 
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w i t h the e x c e p t i o n of the one w e l l you have 

i d e n t i f i e d t h a t y o u ' l l be c o n v e r t i n g from 

producing s t a t u s to c o n v e r s i o n ? 

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

Q. What i s the s t a t u s of your p l a n s f o r a 

c o o p e r a t i v e agreement along the e a s t e r n boundary 

of the proposed u n i t a r e a ? 

A. As s t a t e d a c o o p e r a t i v e i n j e c t i o n 

agreement w i l l be developed between the 

Vacuum-Glorieta West U n i t and f u t u r e w a t e r f l o o d 

o p e r a t i o n s to the e a s t of our u n i t . 

We a l s o have an i n t e r e s t i n the 

proposed e a s t u n i t , so we a r e a c t i v e i n t h e i r 

n e g o t i a t i o n s . T h e i r p l a n of development i n c l u d e s 

t h e i r o b l i g a t i o n of the w e l l s , and we have agreed 

t e n t a t i v e l y t h a t t h i s i s how the two u n i t s w i l l 

be developed. 

Q. And i f something should happen and the 

e a s t u n i t i s n ' t formed, you would then be i n a 

p o s i t i o n to n e g o t i a t e l e a s e l i n e agreements w i t h 

the i n d i v i d u a l o p e r a t o r s along t h a t boundary? 

A. C o r r e c t . That i s the procedure we 

would f o l l o w . 

Q. How soon do you need to have those 

agreements a c t u a l l y i n p l a c e ? 
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A. We a n t i c i p a t e i t w i l l be two y e a r s 

b e f o r e we r e a l l y need t o d r i l l t h o s e w e l l s . And 

we a n t i c i p a t e t h a t t h e e a s t w i l l be i n an a c t i v e 

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

Q. How do you p r o p o s e t o s t i m u l a t e w e l l s 

i n t h e West U n i t ? 

A. W e ' l l be d o i n g s e l e c t i v e p e r f o r a t i o n i n 

s m a l l a c i d t r e a t m e n t s . 

Q. Now, i n t e r m s o f t h e w a t e r f l o o d o f t h i s 

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

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

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

Q. What i s t h e s o u r c e o f t h i s w a t e r ? 

A. The O g a l l a l a F o r m a t i o n . 

Q. Have you r e v i e w e d t h i s m a t t e r w i t h t h e 

New Mexico Commissioner o f P u b l i c Lands? 

A. Yes, s i r . 

Q. And b a s i c a l l y where do y o u r 

n e g o t i a t i o n s w i t h t h e Commissioner s t a n d i n t e r m s 

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

o p e r a t i o n i n t h e u n i t ? 

A. We met w i t h them on a number o f 

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

a p p r o v a l w i t h t h e s t i p u l a t i o n t h a t we w i l l 

r e v i s i t t h i s i s s u e i n t h r e e y e a r s a f t e r t h e u n i t 
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i s approved. 

We'll at t h a t time look a t our 

f r e s h w a t e r r e q u i r e m e n t s , look a t what i s 

a v a i l a b l e , and r e e v a l u a t e i t and submit our 

f i n d i n g s to them. 

Q. I n your meetings w i t h the Commissioner 

of P u b l i c Lands, have you reviewed w i t h him the 

demands f o r water f o r a l l the w a t e r f l o o d p r o j e c t s 

i n the a r e a as i n d i c a t e d on E x h i b i t No. 1? 

A. Yes, s i r , we have. 

Q. Was i t a f t e r t h a t r e v i e w t h a t the Land 

O f f i c e was w i l l i n g to approve the use of the 

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

p r o j e c t ? 

A. Yes, s i r . 

Q. What w i l l be the maximum d a i l y 

i n j e c t i o n r a t e per w e l l ? 

A. One thousand b a r r e l s per day per w e l l . 

Q. W i l l t h i s be a c l o s e d system? 

A. Yes, s i r . 

Q. Are you going to be i n j e c t i n g by 

g r a v i t y or under p r e s s u r e ? 

A. We w i l l be i n i t i a l l y i n j e c t i n g by 

g r a v i t y , but as we r e a c h f i l l - u p , we a n t i c i p a t e 

c a t c h i n g p r e s s u r e . 
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Q. What w o u l d be t h e maximum p r e s s u r e you 

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

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

A. One t h o u s a n d two h u n d r e d and t w e n t y 

pounds PSIG. 

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

w i t h a t w o - t e n t h s pound p e r f o o t o f d e p t h 

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

A. Yes, i t i s . 

Q. Does Texaco r e q u e s t a u t h o r i t y t o 

i n c r e a s e i n j e c t i o n p r e s s u r e w i t h o u t t h e n e c e s s i t y 

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

D i v i s i o n t h a t i n j e c t i o n p r e s s u r e i n c r e a s e s w i l l 

n o t cause i n j e c t i o n f l u i d t o escape i n t h e 

i n j e c t i o n i n t e r v a l ? 

A. Yes, s i r . 

Q. Does E x h i b i t 19 c o n t a i n w a t e r a n a l y s e s 

o f t h e i n j e c t i o n f l u i d ? 

A. E x h i b i t 7. 

Q. I n E x h i b i t 19? 

A. Yes. E x h i b i t 7 o f t h e C-108, on t h e 

s e c t i o n page we do have a sample r e c e n t l y t a k e n 

o f p r o d u c e d w a t e r f r o m V a c u u m - G l o r i e t a . 

Q. And you w i l l be i n j e c t i n g some p r o d u c e d 

w a t e r ? 
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A. We w i l l be r e i n j e c t i n g a l l our produced 

water i n t h i s p r o j e c t . F o l l o w i n g t h a t i s a 

number of f r e s h w a t e r a n a l y s e s from the O g a l l a l a . 

Q. And the O g a l l a l a i s a f r e s h w a t e r zone 

i n the a r e a ? 

A. Yes, s i r . 

Q. Are t h e r e other f r e s h w a t e r zones? 

A. No, s i r . 

Q. Are the w e l l s throughout the proposed 

u n i t a r e a going to be c a s e d through t h i s 

f r e s h w a t e r zone? 

A. Yes, s i r . 

Q. Are t h e r e any f r e s h w a t e r supply w e l l s 

w i t h i n a mi l e of any proposed i n j e c t i o n w e l l ? 

A. Yes, s i r . 

Q. And are they i d e n t i f i e d i n E x h i b i t 19? 

A. Yes, they a r e . 

Q. Whereabouts would they be found? 

A. Under E x h i b i t 11. You can see on the 

second page t h e r e i s a map of our a r e a of re v i e w 

w i t h the 16 f r e s h w a t e r w e l l s i d e n t i f i e d on i t . 

F o l l o w i n g t h a t a g a i n i s the f r e s h w a t e r a n a l y s i s 

f o r each one. 

Q. And t h e s e a r e a l l producing from the 

O g a l l a l a ? 
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A. Yes, s i r . 

Q . Now, i n t e r m s o f l o g s on w e l l s i n t h e 

u n i t a r e a , t h e one w e l l y o u ' r e p r o p o s i n g t o 

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

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

A. Yes, s i r . 

Q. Then as you d r i l l a d d i t i o n a l i n j e c t i o n 

w e l l s , t h o s e l o g s w i l l be f i l e d ? 

A. Yes, s i r . 

Q. Are you aware o f s i m i l a r a p p l i c a t i o n s 

f o r w a t e r f l o o d i n g w h i c h have been g r a n t e d i n t h e 

im m e d i a t e a r e a o f t h i s p r o j e c t a rea? 

A. Yes. I t ' s been p o i n t e d o u t i n E x h i b i t 

1 t h e number o f a c t i v e p r o j e c t s o u t t h e r e . I 

w i l l l i s t a few o f them: The Vacuum-Grayburg-San 

Andres U n i t , C e n t r a l - V a c u u m U n i t , N o r t h 

Vacuum-Abo U n i t , East Vacuum-Grayburg-San Andres 

U n i t , Vacuum-Abo U n i t , N o r t h Vacuum-Abo West 

U n i t . 

Q. Does Texaco r e q u e s t an a d m i n i s t r a t i v e 

p r o c e d u r e whereby a d d i t i o n a l w e l l s can be 

c o n v e r t e d t o i n j e c t i o n w i t h o u t t h e n e c e s s i t y o f 

a d d i t i o n a l h e a r i n g ? 

A. Yes, s i r . 

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

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

t h e ground? 

A. Yes, s i r . 

Q. W i l l a p p r o v a l o f t h i s a p p l i c a t i o n 

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

p r o j e c t a r ea? 

A. No, s i r . 

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

u n i t i z a t i o n , do you b e l i e v e a p p r o v a l o f t h a t 

a p p l i c a t i o n w o u l d a l s o p r e v e n t w a ste 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. Yes. 

Q. C o u l d you i d e n t i f y what has been marked 

as Texaco E x h i b i t No. 20? 

A. A g a i n we r e f e r r e d t o i t , t h i s i s t h e 

u n i t i z a t i o n and w a t e r f l o o d d e v e l o p m e n t p l a n , 

w h i c h has been d i s c u s s e d e a r l i e r and has been 

p r o v i d e d t o a l l t h e w o r k i n g i n t e r e s t owners and 

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

Q. And t h i s c o n t a i n s t h e economic 

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

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

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

A. Yes, s i r . 
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Q. Were E x h i b i t s 17 t h r o u g h 20 p r e p a r e d by 

you? 

A. Yes, s i r . 

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

we w o u l d move t h e a d m i s s i o n o f Texaco E x h i b i t s 17 

t h r o u g h 20. 

EXAMINER CATANACH: E x h i b i t s 17 t h r o u g h 

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

Q . (BY MR. CARR) Mr. Dunham, how soon 

w o u l d Texaco be p r e p a r e d t o go f o r w a r d w i t h t h e 

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

A. A l l o f our p a r t n e r s a r e aware o f our 

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

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

September o f t h i s y e a r i n o r d e r t o spend o u r s and 

o t h e r s ' b u d g e t e d moneys and g e t t h i s p r o j e c t 

g o i n g as f a s t as p o s s i b l e . 

Q. And companies t h a t a r e i n v o l v e d have 

been n o t i f i e d o f t h i s h e a r i n g and a r e r e a d y t o 

r a t i f y as soon as we have an o r d e r ? 

A. Yes, s i r . 

Q. And y o u ' r e h o p i n g t o be r e a d y t o go 

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

September o f t h i s y e a r ? 

A. Yes, s i r . 
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MR. CARR: T h a t ' s a l l I have o f Mr. 

Dunham. 

EXAMINER CATANACH: Mr. K e l l a h i n . 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Give me a r e f e r e n c e as t o t h e manner i n 

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

s e l e c t e d by t h e w o r k i n g i n t e r e s t owners and t h e 

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

p r o j e c t . Was t h a t a c c o m p l i s h e d o r u n d e r t a k e n a t 

a w o r k i n g i n t e r e s t owners m e e t i n g ? 

A. Yes, s i r . 

Q. What was t h e a p p r o x i m a t e d a t e o f t h a t 

meet i n g ? 

A. I t was i n t h e end o f O c t o b e r . 

Q. Of 91? 

A. Of 1991. I may be c o r r e c t e d t o say t h e 

end o f November o f 1991. 

Q. F a l l , November, e a r l y w i n t e r o f 9 1 , 

t h e r e ' s a w o r k i n g i n t e r e s t owners m e e t i n g i n 

w h i c h t h e p a r t i c i p a n t s come t o g e t h e r and t a k e 

a c t i o n on v a r i o u s r e c o m m e n d a t i o n s f o r a 

p a r t i c i p a t i o n f o r m u l a ? 

A. Yes, s i r . 

Q. Have t h e r e been any f o r m a l w o r k i n g 
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i n t e r e s t owner meetings s i n c e the November 

mee t i ng? 

A. Yes. We had one. 

Q. And what was the purpose of t h a t 

meet ing? 

A. We c a l l e d the p a r t i e s i n to b a s i c a l l y 

update them on the p r o g r e s s t h a t we were making 

towards u n i t i z a t i o n j u s t as i n f o r m a t i o n . 

Q. I t was not to b a l l o t on p a r t i c i p a t i o n ? 

A. No, s i r . 

Q. When the working i n t e r e s t owners get 

t o g e t h e r to n e g o t i a t e , b a l l o t f o r p a r t i c i p a t i o n , 

i t ' s g e n e r a l l y done based upon parameters 

developed by a t e c h n i c a l committee? 

A. C o r r e c t . 

Q. And was a t e c h n i c a l committee formed, 

and they do t e c h n i c a l work f o r t h i s p a r t i c u l a r 

p r o j e c t ? 

A. C o r r e c t . 

Q. A l l r i g h t . The r e s e r v o i r parameters 

developed by the t e c h n i c a l committee, I d i d n ' t 

f i n d any of t h a t i n the e x h i b i t s p r e s e n t e d i n 

today's h e a r i n g . Did you have those p r e s e n t e d 

her e ? 

A. No, s i r . The ones t h a t were s e l e c t e d 
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were as f a r as t h e p a r t i c i p a t i o n , b u t t h e a c t u a l 

v a l u e s were n o t s u b m i t t e d h e r e . 

Q. A l l r i g h t . The t e c h n i c a l c o m m i t t e e 

r e p o r t i s n o t one o f t h e e x h i b i t s h e r e a t t h e 

h e a r i n g ? 

A. No, s i r . 

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

g o t t o g e t h e r and b a l l o t e d i n November, how many 

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

s u p p o r t t h a t you have t o l d us you have f o r t h e 

p r o j e c t ? 

A. B a l l o t No. 32 i s t h e one t h a t you see 

h e r e p r e s e n t e d . 

Q. Okay. And what was t h e l e v e l o f 

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

b a l l o t t h a t g o t us t h i s p a r t i c i p a t i o n f o r m u l a ? 

A. A p p r o x i m a t e l y 80 p e r c e n t i n b o t h Phase 

1 and Phase 2. 

Q. Okay. T h i s p a r t i c u l a r f o r m u l a , has 

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

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

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

A. I w o u l d say t h a t I c a n ' t answer t h a t . 

I d i d n o t compare i t t o o t h e r p r o j e c t s . 

MR. KELLAHIN: Okay. Thank you, Mr. 
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Examiner. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Dunham, l e t me j u s t go over some 

f i g u r e s w i t h you a g a i n j u s t to make s u r e I have 

them c o r r e c t . R e c o v e r a b l e r e s e r v e s under 

secondary o p e r a t i o n s , a p p r o x i m a t e l y 

f o u r t e e n - a n d - a - h a l f m i l l i o n b a r r e l s ? 

A. Yes, s i r . That i s the i n c r e m e n t a l 

above w a t e r f l o o d , c o n t i n u e d w a t e r f l o o d . 

Q. Okay. A t o t a l investment of 

ap p r o x i m a t e l y $37.7 m i l l i o n --

A. C o r r e c t . 

Q. -- f o r the whole p r o j e c t . And v a l u e of 

the secondary r e s e r v e s i s $43 m i l l i o n ? 

A. Net p r e s e n t v a l u e . 

Q. Net p r e s e n t v a l u e . Were the r e s e r v e s 

broken out i n any f a s h i o n as to the Lower or 

Upper Paddock? 

A. I n the t e c h n i c a l r e p o r t the Lower and 

Upper Paddock have been broken out as f a r as 

o r i g i n a l o i l i n p l a c e . But as f a r as the -- when 

we d i d our modeling, we were l o o k i n g at f l o o d i n g 

both zones s i m u l t a n e o u s l y . 

Q. So you don't have a f i g u r e on what 
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might be r e c o v e r e d from each of those zones? 

A. No, s i r . I t c o u l d be developed, but I 

do not have i t h e r e . 

Q. Okay. Mr. Dunham, d i d you look a t a r e a 

of r e v i e w w e l l s i n and out of the u n i t a r e a to 

determine i f they were a l l c o n s t r u c t e d i n a 

manner t h a t would ensure a non-migration of 

i n j e c t e d f l u i d ? 

A. Yes, s i r , I d i d . E v e r y one of t h e s e 

w e l l b o r e diagrams was developed by me. So I 

looked a t e v e r y one i n d i v i d u a l l y a number of 

t imes. 

Q. Okay. What c o n c l u s i o n d i d you r e a c h 

when you d i d t h a t ? 

A. I d i d not i d e n t i f y one w e l l t h a t would 

be a problem. 

Q. Approximately how many a r e a of r e v i e w 

w e l l s a r e we t a l k i n g about? 

A. Approximately 200. 

Q. Are t h e s e 200 w e l l s , a r e they f a i r l y 

new i n terms of -- when were most of them 

d r i l l e d ? 

A. Yes, s i r . I would say the m a j o r i t y of 

them were d r i l l e d i n the mid- to l a t e - 6 0 s and 

then some more r e c e n t d r i l l i n g . But the m a j o r i t y 
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back i n t h e 60s. 

Q. Q u i t e a few o f t h e s e w e l l s l o o k l i k e 

t h e y have cement c i r c u l a t e d on b o t h s t r i n g s o r 

a l l t h r e e s t r i n g s . I s t h a t g e n e r a l l y t h e 

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

A. Yes, s i r . And i n some e v e n t s where 

t h a t was n o t t h e case, many have r e e n t e r e d t h e s e 

w e l l s and b r o u g h t cement t o s u r f a c e t h r o u g h 

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

Q. I s t h a t due t o t h e d i f f i c u l t y t h a t 

you've e n c o u n t e r e d i n t h e s a l t s e c t i o n ? 

A. I t h i n k t h a t t h a t i s what i n i t i a t e d a 

l o t o f t h a t work. 

Q. You say t h a t p r o b l e m seems t o be 

a b a t i n g . What do you base t h a t o p i n i o n on? 

A. We've — Texaco has done a c o n s i d e r a b l e 

amount o f d r i l l i n g , I w o u l d say 12 w e l l s p l u s or 

minus, o v e r t h e l a s t f i v e y e a r s . And where 

a r e a s , l i k e , o f f s e t t o where we m i g h t have seen a 

s e v e r e w a t e r f l o o d p r o b l e m seems t o be n o t as 

c r i t i c a l i n t h e s e newer w e l l s . 

Q. I t ' s s t i l l p r e s e n t ; i t ' s j u s t n o t as 

bad as i t was? 

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

Q. I n y o u r p a r t i c i p a t i o n f o r m u l a where d i d 
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the f i g u r e 2.1 -- was i t 2.175 m i l l i o n b a r r e l s 

produced? 

A. Yes. 

Q. And then Phase 2 k i c k s i n ? 

A. Yes. That was agreed to by the p a r t i e s 

i n the Vacuum-Glorieta West Uni t as to when to 

s w i t c h phases. 

Q. What was t h a t based on? 

A. I t was based on a compromise of what we 

p r o j e c t e d the remaining primary r e s e r v e s were to 

get people to p a r t i c i p a t e to the formula, to 

agree to the formula. 

Q. Okay. You s t a t e d t h a t the Commissioner 

of P u b l i c Lands has approved the use of 

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

A. Yes, s i r . 

Q. I s t h a t c o n t a i n e d i n the u n i t agreement 

or the o p e r a t i n g agreement? Where does i t s t a t e 

t h a t you're going to use f r e s h w a t e r ? 

A. I n our p l a n of development we t a l k 

about u s i n g f r e s h w a t e r . 

Q. Okay. And he has approved the p l a n of 

development ? 

A. Yes. That was s u b m i t t e d a t the 

p r e l i m i n a r y a p p r o v a l meeting. 
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MR. CARR: Mr. Catanach, we've 

d i s c u s s e d t h i s as r e c e n t l y as a week ago today 

w i t h Mr. Carson and s i n c e t h a t time have t a l k e d 

w i t h Pete M a r t i n e z . 

And they have a d v i s e d us t h a t a l l t h e i r 

q u e s t i o n s have been answered and they w i l l be 

ready to g i v e f i n a l a p p r o v a l as soon as we get 

the o r d e r . And the water i s s u e w i l l not hold 

t h a t up, t h a t t h e y ' r e s a t i s f i e d on t h a t p o i n t . 

Q. (BY EXAMINER CATANACH) Okay. Mr. 

Dunham, a r e the m a j o r i t y of the w e l l s w i t h i n the 

proposed u n i t a r e a , a r e they c u r r e n t l y m a r g i n a l 

p r o d u c e r s ? 

A. I would say t h a t the m a j o r i t y a r e under 

s t r i p p e r s t a t u s . 

Q. Are t h e r e any top a l l o w a b l e w e l l s ? 

A. No, s i r , not i n the Vacuum-Glorieta 

West U n i t . 

EXAMINER CATANACH: I b e l i e v e t h a t ' s 

a l l I have. 

MR. CARR: L e t me j u s t f o l l o w up on one 

t h i n g . 

FURTHER EXAMINATION 

BY MR. CARR: 

Q. Mr. Dunham, we were t a l k i n g about the 
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c o s t s a s s o c i a t e d w i t h t h i s e f f o r t . And you 

s t a t e d t h a t t h e r e were $37.7 m i l l i o n i n 

a d d i t i o n a l c o s t s . What a r e t h o s e f o r ? 

A. That i s t h e c a p i t a l i n v e s t m e n t i n t h e 

p r o j e c t . On t o p o f t h a t t h e r e ' s a l s o $45.2 

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

Q. Okay. Above t h o s e two c o s t e l e m e n t s , 

does t h e v a l u e o f t h e o i l you hope t o o b t a i n 

exceed t h a t amount? 

A. By $43 m i l l i o n . 

MR. CARR: T h a t ' s a l l I have. 

EXAMINER CATANACH: Okay. A n y t h i n g 

f u r t h e r o f t h i s w i t n e s s ? 

MR. KELLAHIN: May I have a b r i e f 

m e e t i n g w i t h Mr. C a r r f o r j u s t a second? 

EXAMINER CATANACH: Sure. 

MR. CARR: I d o n ' t know i f I want t o . 

[A d i s c u s s i o n was h e l d o f f t h e r e c o r d . ] 

MR. CARR: Mr. Ca t a n a c h , I have one 

q u e s t i o n f o r Mr. Dunham j u s t t o c o r r e c t s o m e t h i n g 

t h a t I t h i n k he may have m i s u n d e r s t o o d y o u r 

q u e s t i o n on. 

Q. (BY MR. CARR) Mr. Dunham, you 

re s p o n d e d t o a q u e s t i o n f r o m Mr. Catanach 

c o n c e r n i n g t h e 14.5 m i l l i o n b a r r e l f i g u r e i n y o u r 
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t e s t i m o n y . What i s t h a t ? What does t h a t number 

r e p r e s e n t ? 

A. That i s t h e i n c r e m e n t a l r e c o v e r y above 

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

p r o j e c t . 

MR. CARR: And o t h e r t h a n t h a t , t h a t 

c o n c l u d e s o ur p r e s e n t a t i o n , and we w o u l d -- I 

have p r e p a r e d p r o p o s e d o r d e r s g r a n t i n g b o t h 

a p p l i c a t i o n s t h a t I w o u l d l i k e t o s u b m i t t o you 

w i t h a r e q u e s t t h a t t h e o r d e r s i n t h e case be 

e x p e d i t e d . 

T h a t ' s a l l we have. 

EXAMINER CATANACH: Okay. A n y t h i n g 

f u r t h e r , Mr. K e l l a h i n ? 

MR. KELLAHIN: 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 , Cases 10515 and 10516 w i l l be t a k e n 

u n d e r a d v i s e m e n t . 

[And t h e p r o c e e d i n g s were c o n c l u d e d a t 

t h e a p p r o x i m a t e hour o f 12:45 p.m.] 

I do hereby certify that the foregoing is 
a co>*" f.•„ e : .-.rr-,v; of fha crcac?rUnc" i"i 
the Exan-iner hearing of Case No. 
heard by me 6n i a » 

, Exam ins 
Oil Conservation Division 
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