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E X H I B I T S 

A p p l i c a n t 1 s I d e n t i f i e d Admitted 

E x h i b i t 1 13 24 
E x h i b i t 2 15 24 
E x h i b i t 3 15 24 

E x h i b i t 4 17 24 
E x h i b i t 4-A 17 24 

E x h i b i t 5 18 24 
E x h i b i t 5-A 18 24 

E x h i b i t 6-A 18 24 
E x h i b i t 6-B 18 24 

E x h i b i t 7 19 24 
E x h i b i t 8 23 24 
E x h i b i t 9 24 24 

E x h i b i t 10 40 54 
E x h i b i t 11 42 54 
E x h i b i t 12 44 54 

E x h i b i t 13 48 54 
E x h i b i t 14 49 54 
E x h i b i t 15 49 54 

E x h i b i t 16 51 54 
E x h i b i t 17 52 54 
E x h i b i t 18 52 54 

E x h i b i t 19 53 54 
E x h i b i t 2 0 80 104 
E x h i b i t 21 81 104 

E x h i b i t 22 82 104 
E x h i b i t 2 3 83 104 
E x h i b i t 24 84 104 

E x h i b i t 25 85 104 
E x h i b i t 26 86 104 
E x h i b i t 27 87 104 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

10:55 a.m.: 

EXAMINER STOGNER: This hearing w i l l come t o 

order. 

I ' l l c a l l next case, Number 11,297. 

MR. CARROLL: A p p l i c a t i o n of Exxon Corporation 

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

o i l t a x r a t e pursuant t o the "New Mexico Enhanced O i l 

Recovery Act" f o r said p r o j e c t , and f o r 18 nonstandard o i l 

w e l l l o c a t i o n s , Eddy County, New Mexico. 

EXAMINER STOGNER: C a l l f o r appearances i n t h i s 

matter. 

MR. BRUCE: Mr. Examiner, Jim Bruce from t he 

Hink l e law f i r m i n Santa Fe, repr e s e n t i n g the A p p l i c a n t . 

I'm appearing today i n a s s o c i a t i o n w i t h Scott 

Lansdown, Counsel f o r Exxon Corporation. 

We have three witnesses t o be sworn. 

And also a t t h i s time we would ask t h a t the next 

case, 11,298, be consolidated w i t h the i n j e c t i o n 

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

EXAMINER STOGNER: Are there any o b j e c t i o n s t o 

the c o n s o l i d a t i o n of Cases 11,297 and 11,298? 

Okay, a t t h i s time I ' l l also c a l l Case Number 

11,298. 

MR. CARROLL: A p p l i c a t i o n of Exxon Corporation 

STEVEN T. BRENNER, CCR 
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f o r s t a t u t o r y u n i t i z a t i o n , Eddy County, New Mexico. 

EXAMINER STOGNER: C a l l f o r appearances i n t h i s 

matter. 

MR. BRUCE: Jim Bruce and Scott Lansdown again, 

Mr. Examiner. 

EXAMINER STOGNER: Are the r e any other 

appearances i n both cases, or e i t h e r case? 

MR. KELLAHIN: Mr. Examiner, I'm Tom K e l l a h i n of 

the Santa Fe law f i r m of K e l l a h i n and K e l l a h i n , appearing 

t h i s morning on behalf of Premier O i l and Gas, Inc. 

We're requesting the D i v i s i o n t o exclude from the 

u n i t the Premier O i l and Gas, In c . , leases, so we are an 

opponent i n t h i s case. 

EXAMINER STOGNER: I n both cases, I would assume, 

since they're consolidated? 

MR. KELLAHIN: Yes, s i r . 

EXAMINER STOGNER: Okay, any other appearances? 

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

W i l l i a m F. Carr w i t h the Santa Fe law f i r m Campbell, Carr 

and Berge. 

We represent Yates Petroleum Corporation i n t h i s 

matter. 

We're appearing i n support of the A p p l i c a t i o n s 

f i l e d by Exxon, and I have one witness. 

EXAMINER STOGNER: That's Premier and Yates and 

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

Are there any other appearances i n t h i s matter, 

or these matters? 

MR. BRUCE: Mr. Examiner, I don't t h i n k there's 

any other appearances. 

At the end of the hearing I b e l i e v e t h e r e w i l l be 

a couple of persons t o make statements on behalf of U n i t 

Petroleum and MWJ Producing Company. 

EXAMINER STOGNER: So they w i l l j u s t be p a r t y of 

record — 

MR. BRUCE: Yes, they w i l l make a statement of 

record. 

EXAMINER STOGNER: There being no f u r t h e r 

appearances a t t h i s time, Mr. Bruce, how many witnesses do 

you have? 

MR. BRUCE: Three. 

EXAMINER STOGNER: W i l l these witnesses please 

stand? 

Mr. K e l l a h i n , how many witnesses do you have? 

MR. KELLAHIN: P o t e n t i a l l y f o u r , Mr. Examiner 

EXAMINER STOGNER: Why don't we have a l l f o u r 

stand t o be sworn? 

And Mr. Carr? 

MR. CARR: I have one witness. 

EXAMINER STOGNER: W i l l your witness please 

STEVEN T. BRENNER, CCR 
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stand? Everybody remain standing a t t h i s time. 

(Thereupon, the witnesses were sworn.) 

EXAMINER STOGNER: Gentlemen, are t h e r e any need 

f o r opening statements, or s h a l l we j u s t get i n t o t he 

testimony? 

MR. KELLAHIN: I ' d l i k e t o s t a t e my p o s i t i o n , Mr. 

Examiner, i f i t ' s appropriate. 

EXAMINER STOGNER: Mr. Bruce, do you have any 

problem w i t h t h i s ? 

MR. BRUCE: I don't have any problem w i t h i t . 

EXAMINER STOGNER: Mr. K e l l a h i n , do you want t o 

s t a t e your p o s i t i o n ? 

MR. KELLAHIN: Mr. Examiner, I'm sure y o u ' l l see 

a u n i t o u t l i n e map here very s h o r t l y . The proposed u n i t 

has been the subject of discussion between Ken Jones as the 

p r i n c i p a l i n v olved i n Premier O i l and Gas, I n c . , f o r some 

time now. 

The t e c h n i c a l work r e p o r t s t h a t Exxon has shared 

w i t h us w i l l be the subject of debate by my experts. 

Our evidence w i l l i n d i c a t e t o you t h a t t h e r e i s a 

s u b s t a n t i a l disagreement by Mr. Jones and h i s t e c h n i c a l 

experts w i t h regards t o the a l l o c a t i o n of hydrocarbon pore 

volume f o r the t r a c t s t h a t he owns and c o n t r o l s . 

When you see the u n i t map, you're going t o see 

the f o u r 4 0-acre t r a c t s t h a t Premier has under lease, and 

STEVEN T. BRENNER, CCR 
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they ' r e stacked one on top of the other. When you look a t 

the maps, y o u ' l l see t h a t the east h a l f of the east h a l f of 

Section 2 5 are the t r a c t s t h a t we have i n d i s p u t e . 

The evidence w i l l demonstrate t o you t h a t based 

upon Exxon's c a l c u l a t i o n s , they have concluded t h a t t h e r e 

i s no primary value of Mr. Jones's t r a c t s . 

They have f u r t h e r concluded t h a t t h e r e i s no 

secondary value of h i s t r a c t s . 

They say i f and when there i s a C02 i n j e c t i o n 

p r o j e c t , perhaps sometime i n the f u t u r e , they w i l l 

a t t r i b u t e some value t o h i s t r a c t s . 

He has a s u b s t a n t i a l d i f f e r e n c e of o p i n i o n . His 

experts show the d i s t r i b u t i o n of hydrocarbon pore volume 

f o r h i s t r a c t s show s i g n i f i c a n t reserves. 

There i s going t o be a s i g n i f i c a n t d i s p u t e over 

l o g c o r r e l a t i o n . You're going t o see g e o l o g i s t s debate 

t h a t issue. We bel i e v e we are c o r r e c t i n our 

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

We bel i e v e the evidence w i l l demonstrate t o you, 

i f you b e l i e v e Exxon t o be c o r r e c t , there's v i r t u a l l y no 

value i n having our t r a c t s i n the u n i t . 

I f you bel i e v e our experts t o say t h a t we have 

s u b s t a n t i a l hydrocarbon pore volume value t o our t r a c t s , 

then there's something f a t a l l y wrong w i t h the a l l o c a t i o n 

t h a t the Ap p l i c a n t has asked f o r , and i t e i t h e r needs t o be 

STEVEN T. BRENNER, CCR 
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r e d i s t r i b u t e d so t h a t we get our r e l a t i v e value share under 

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

We t h i n k t h a t the most convenient s o l u t i o n , as 

our experts w i l l provide t o you, i s t o simply exclude our 

t r a c t s . And t h a t ' s why we're here. 

EXAMINER STOGNER: Mr. K e l l a h i n . 

Any other f u r t h e r comments a t t h i s time? 

Mr. Carr? 

MR. CARR: No, Mr. Stogner. 

EXAMINER STOGNER: Mr. Bruce? 

MR. BRUCE: I would simply say, Mr. Examiner, 

t h a t we be l i e v e the evidence w i l l prove t h a t Exxon's l o g 

c o r r e l a t i o n s and i t s g e o l o g i c a l i n t e r p r e t a t i o n s are the 

c o r r e c t ones. 

We p o i n t out t h a t Premier's acreage has produced 

only 5000 b a r r e l s of primary o i l , and we w i l l f u r t h e r prove 

t h a t Premier's t r a c t s are necessary f o r the proper 

development of t h i s u n i t , and we w i l l go i n t o t h i s i n our 

d i r e c t case. 

EXAMINER STOGNER: Thank you, Mr. Bruce. 

With t h a t , I assume w e ' l l get s t a r t e d w i t h the 

d i r e c t testimony of Exxon a t t h i s time. 

MR. BRUCE: Okay. 

EXAMINER STOGNER: Mr. Bruce? 

MR. BRUCE: F i r s t w e ' l l present our land 

STEVEN T. BRENNER, CCR 
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testimony, Mr. Examiner. 

JOE B. THOMAS, 

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

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

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Would you please s t a t e your name and c i t y of 

residence f o r the record? 

A. My name i s Joe B. Thomas. I l i v e i n Midland, 

Texas. 

Q. And what i s your occupation and who are you 

employed by? 

A. I'm a landman employed by Exxon Corporation. 

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

landman? 

A. Yes. 

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

landman accepted as a matter of record? 

A. Yes. 

Q. F i n a l l y , are you f a m i l i a r w i t h the land matters 

i n v o l v e d i n these Applications? 

A. Yes. 

MR. BRUCE: Mr. Examiner, I would tender Mr. 

Thomas as an expert petroleum landman. 

EXAMINER STOGNER: Are the r e any obj e c t i o n s ? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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MR. KELLAHIN: No o b j e c t i o n . 

EXAMINER STOGNER: No o b j e c t i o n , Mr. Thomas i s so 

q u a l i f i e d . 

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

summarize what Exxon seeks i n these two cases? 

A. I n Case Number 11,298 Exxon seeks t o s t a t u t o r i l y 

u n i t i z e a l l i n t e r e s t s i n the Delaware f o r m a t i o n u n d e r l y i n g 

a l l or p a r t s of nine sections of land, which i s described 

on E x h i b i t 1. 

The u n i t area covers 2118.78 acres and i s 

comprised of f e d e r a l acreage, 711.87 acres, f o r 36.43 

percent. 

State acreage i s 1146.91 acres, or 54.13 percent. 

And fee lands i s 200 acres, or 9.44 percent. 

Do you want me t o repeat those percentages? 

EXAMINER STOGNER: Are they w r i t t e n down 

somewhere? 

THE WITNESS: I don't b e l i e v e — Yes, they are, 

on E x h i b i t B t o the u n i t agreement. 

EXAMINER STOGNER: I f they're w r i t t e n down, 

there's no need t o repeat them. 

THE WITNESS: Okay. I n Case Number 11,298, Exxon 

seeks approval of a secondary-recovery w a t e r f l o o d p r o j e c t 

f o r t h i s u n i t and the c e r t i f i c a t i o n of p r o j e c t f o r 

recovered o i l t a x r a t e . 

STEVEN T. BRENNER, CCR 
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Q. (By Mr. Bruce) What i s the proposed i n j e c t i o n 

i n t e r v a l ? 

A. The i n t e r v a l s i n which we plan t o i n j e c t water 

are the Cherry Canyon and Brushy Canyon zones. 

The u n i t i z e d formation i s the i n t e r v a l from 100 

f e e t above the base of the Goat Seep Reef t o the top of the 

Bone Springs formation, as found i n the Exxon Yates "C" 

Federal Well Number 36, located at 13 05 f e e t from the n o r t h 

and east l i n e s of Section 31, Township 20 South, Range 28 

East, Eddy County, New Mexico. 

The u n i t i z e d formation w i l l i n c lude a l l 

subsurface p o i n t s throughout the area c o r r e l a t i v e t o these 

depths. 

Q. Now, you've already i d e n t i f i e d E x h i b i t 1, the 

land p l a t . Would you describe i t s contents a l i t t l e 

f u r t h e r f o r the Examiner? 

A. Yes, the land p l a t o u t l i n e s the proposed u n i t 

area, which i d e n t i f i e s the separate t r a c t s which comprise 

the u n i t area. The t r a c t s are formed according t o common 

minera l ownership. 

There are 12 t r a c t s i n the u n i t area. Exxon 

operates f i v e of these t r a c t s , Yates Petroleum Corporation 

operates 5, MWJ Operating operates one t r a c t , and Premier 

operates one t r a c t . 

Q. W i l l you move on t o your E x h i b i t 2, Mr. Thomas, 

STEVEN T. 
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and i d e n t i f y i t f o r the Examiner? 

A. E x h i b i t 2 i s the proposed u n i t agreement. The 

u n i t agreement i s a standard form, except f o r a few minor 

r e v i s i o n s which were p r e v i o u s l y approved by the BLM and the 

Commissioner of Public Lands, and s i m i l a r t o the ones 

approved p r e v i o u s l y by the D i v i s i o n . 

The u n i t agreement describes the u n i t area and 

the u n i t i z e d formation. The u n i t i z e d substances i n c l u d e 

a l l o i l and gas produced from the u n i t i z e d f o r m a t i o n . The 

designated u n i t operator i s Exxon Corporation. 

Q. What about E x h i b i t 3? What i s t h a t ? 

A. I'm sorry? 

Q. E x h i b i t 3. 

A. E x h i b i t 3 i s the proposed u n i t o p e r a t i n g 

agreement which sets f o r t h the a u t h o r i t i e s and d u t i e s of 

the u n i t operator, as w e l l as the apportionment of expenses 

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

Q. Does the u n i t operating agreement c o n t a i n a 

p r o v i s i o n f o r c a r r y i n g working i n t e r e s t owners? 

A. Yes, i n Section 12. 

Q. And does i t also provide f o r a pen a l t y against 

nonconsenting working i n t e r e s t owners? 

A. Yes, Section 12 provides f o r a 200-percent 

nonconsent penalty. 

Q. From a landman's standpoint, i s t h i s a f a i r 

STEVEN T. BRENNER, CCR 
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penalty? 

A. Yes, i t i s . 

Q. And why i s that ? 

A. Operating agreements i n t h i s area t y p i c a l l y 

provide f o r s i m i l a r nonconsent p e n a l t i e s . 

Q. Some operating agreements even provide f o r higher 

p e n a l t i e s ? 

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

Q. Now l e t ' s get on t o the ownership of t r a c t s i n 

the u n i t area. 

Would you please describe the t r a c t ownership and 

how you determined the names of the working i n t e r e s t s and 

the r o y a l t y owners w i t h i n the u n i t area? And a t t h i s 

p o i n t , I t h i n k we need t o r e f e r back t o E x h i b i t 2. 

A. Okay, we need t o go back t o E x h i b i t 2. I t ' s the 

backup t o E x h i b i t 2, i t ' s E x h i b i t "B" t o E x h i b i t 2. 

E x h i b i t "B", which — the u n i t agreement, i s a 

t r a c t - b y - t r a c t l i s t i n g of the i n t e r e s t owners. These names 

and i n t e r e s t s were obtained from c u r r e n t D i v i s i o n orders or 

t i t l e opinions on the f i l e s on the t r a c t s t h a t Exxon 

operates. 

On the t r a c t s operated by other p a r t i e s , we based 

ownership based on i n f o r m a t i o n obtained from the other 

operators' f i l e s . 

Q. And how many i n t e r e s t owners are th e r e i n the 
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proposed u n i t ? 

A. There are 48 working i n t e r e s t owners and 24 

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. 

Q. Let's t a l k f i r s t about the working i n t e r e s t 

owners. Who are they and who do you seek t o s t a t u t o r i l y 

u n i t i z e ? 

A. E x h i b i t 4 l i s t s a l l the working i n t e r e s t owners 

i n the u n i t and contains working i n t e r e s t owner 

r a t i f i c a t i o n s . The only working i n t e r e s t owners who have 

not y e t r a t i f i e d are shown i n E x h i b i t 4-A, which w i l l be 

passed out t o you. 

We seek t o s t a t u t o r i l y u n i t i z e these owners. 

Q. And what i s the t o t a l percentage by p a r t i c i p a t i o n 

of the nonconsenting working i n t e r e s t owners? 

A. 2.492211 percent. Now, t h i s i ncludes p a r t i e s 

t h a t have s a i d they're going t o execute the agreement but 

haven't g o t t e n t o me y e t , haven't got i t i n t o me y e t . 

Q. Such as Devon Energy — 

A. Such as Devon and Hayes Partners. 

Q. Okay. And i f these p a r t i e s subsequently submit 

t h e i r r a t i f i c a t i o n s t o Exxon, they w i l l be deemed t o be 

r a t i f i e d or consented t o the u n i t ? 

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

Q. Now, l e t ' s move on t o the r o y a l t y owners. Would 

you i d e n t i f y your E x h i b i t 4 and discuss the working 
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i n t e r e s t — or, excuse me, the r o y a l t y i n t e r e s t owner 

p a r t i c i p a t i o n ? 

A. I t h i n k t h a t ' s E x h i b i t 5. 

Q. Or E x h i b i t 5, excuse me. 

A. E x h i b i t 5 l i s t s a l l the r o y a l t y i n t e r e s t owners. 

I t contains r o y a l t y owner r a t i f i c a t i o n s . 

Mr. Bruce i s handing out E x h i b i t 5-A. 

The 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 owners we 

seek who have not yet r a t i f i e d the u n i t are shown i n 

E x h i b i t 5-A, and these are fo u r p a r t i e s : Robert L. Hayne 

and Sue Hayne, Oryx Energy Company, Sabine Royalty T r u s t , 

and Peggy A. Yates Estate. 

Peggy A. Yates Estate was i n a d v e r t e n t l y l e f t out 

of the Yates group of r a t i f i c a t i o n s , and i t ' s forthcoming. 

Q. Now, on both your E x h i b i t s 4 and 5, i n a d d i t i o n 

t o l i s t i n g the i n t e r e s t owners, i t also contained copies of 

a l l the r a t i f i c a t i o n s received t o date; 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. Now, as you've i n d i c a t e d , there's q u i t e a b i t of 

s t a t e and f e d e r a l land i n t h i s u n i t . Have the Bureau of 

Land Management and the Commissioner of Pu b l i c Lands 

p r e l i m i n a r i l y approved the u n i t i z a t i o n ? 

A. Yes, E x h i b i t s 6-A and 6-B c o n t a i n copies of the 

BLM and Commissioner's l e t t e r s of desig n a t i o n f o r t h i s 

u n i t . Their f i n a l approval i s con d i t i o n e d on OCD approval 
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of the u n i t . 

Q. Now, looking at the r a t i f i c a t i o n s r e ceived t o 

date, what percentage of working i n t e r e s t and what 

percentage of r o y a l t y owners have v o l u n t a r i l y agreed t o 

j o i n i n the proposed Avalon-Delaware u n i t ? 

A. Approximately 97.5 percent of cost-bearing 

working i n t e r e s t owners have r a t i f i e d the u n i t agreement 

and u n i t operating agreement. 

Twenty out of 2 4 of the t o t a l number of the 

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 have r a t i f i e d 

the u n i t agreement, which i s about 95-percent-plus, based 

on p a r t i c i p a t i o n , or 83 1/3 based on the number basis. 

Again, we're counting the i n t e r e s t of Peggy A. 

Yates Estate as not r a t i f i e d , but i t w i l l be forthcoming. 

Q. Would you please discuss Exxon's e f f o r t s t o 

o b t a i n v o l u n t a r y u n i t i z a t i o n among the p a r t i e s t o the u n i t ? 

And I ' d r e f e r you t o E x h i b i t 7. Would you please i d e n t i f y 

t h a t ? 

A. A l l r i g h t , E x h i b i t 7 contains copies of 

correspondence regarding the u n i t . 

The f i r s t three pages are a summary or t a b l e of 

contents of the l e t t e r s . 

Q. And the remainder i s j u s t copies of a l l the 

correspondence? 

A. Copies of the correspondence, the l e t t e r s . 
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Q. Would you — Rather than going through document 

by document, would you o u t l i n e Exxon's contacts w i t h the 

i n t e r e s t owners? 

A. Okay. Exxon f i r s t began co n s i d e r i n g u n i t i z a t i o n 

of Avalon-Delaware Pool i n 1991 and had i n f o r m a l 

discussions w i t h working i n t e r e s t owners, s t a r t i n g s h o r t l y 

t h e r e a f t e r . Exxon also began c o l l e c t i n g data f o r the 

p r e p a r a t i o n of the t e c h n i c a l r e p o r t a t t h a t time. 

The f i r s t contact w i t h working i n t e r e s t owners 

f o r m a l l y proposing an enhanced recovery u n i t was by l e t t e r 

dated March 9th, 1992, when Exxon sent the working i n t e r e s t 

owners the proposed p r e - u n i t i z a t i o n v o t i n g procedure. 

This l e t t e r also proposed u n i t boundaries, and 

these u n i t boundaries have not changed since 1991. 

I n August of 1992, the t e c h n i c a l r e p o r t was 

completed and made a v a i l a b l e t o working i n t e r e s t owners. 

I n the f a l l of 1992, Yates wrote t o Exxon 

o u t l i n i n g c e r t a i n issues and concerns. As a r e s u l t , Exxon 

and Yates re p r e s e n t a t i v e s met on December 9 t h , 1992, and 

the r e s u l t s of t h i s meeting were conveyed by Yates by 

l e t t e r t o Coquina. Coquina's i n t e r e s t i s now owned by U n i t 

Petroleum. 

Because there appeared t o be a general consensus 

on u n i t i z a t i o n , Exxon met w i t h r e p r e s e n t a t i v e s of the BLM 

i n Carlsbad and the OCD a t A r t e s i a on February 1st, 1993, 
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and w i t h the SLO and the OCD i n Santa Fe on February 2nd, 

1993. The SLO and the BLM are the l a r g e s t r o y a l t y i n t e r e s t 

owners. 

Certa i n p a r t s of the t e c h n i c a l r e p o r t were 

subsequently added, and Exxon forwarded b a l l o t s t o the 

working i n t e r e s t owners f o r t h e i r review and approval. 

Over 9 0 percent of the working i n t e r e s t owners approved the 

amendment t o the t e c h n i c a l r e p o r t . 

I n January, 1994, Exxon requested t i t l e data from 

working i n t e r e s t owners so they could proceed w i t h 

p r e p a r a t i o n of e x h i b i t s t o the u n i t agreement. 

I should note t h a t throughout t h i s p e r i o d and up 

u n t i l June, 1995, there have been numerous telephone c a l l s 

between Exxon personnel and personnel from the other 

working i n t e r e s t owners. 

On A p r i l 8th, 1994, Exxon n o t i f i e d working 

i n t e r e s t owners t h a t the t e c h n i c a l r e p o r t was approved and 

scheduled a working i n t e r e s t owners' meeting on A p r i l 26th, 

1994 . 

As a r e s u l t of verb a l and w r i t t e n comments, Exxon 

scheduled another meeting on June 17th, 1994, a t which over 

9 0 percent of the working i n t e r e s t owners were represented. 

Comments were made and concerns expressed by 

Premier, Yates, Hudson and ANPC, whose i n t e r e s t i s now 

owned by U n i t , regarding the p a r t i c i p a t i o n formula, v o t i n g 
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percentages and other matters. 

The working i n t e r e s t owners, i n c l u d i n g Exxon, 

asked Yates t o take the lead i n developing and proposing a 

single-phase p a r t i c i p a t i o n formula. 

Yates developed several single-phase formulas 

which they discussed w i t h Exxon duri n g the next s e v e r a l 

months. 

As a r e s u l t of these discussions, Exxon and Yates 

agreed t o present the single-phase formula t o the other 

working i n t e r e s t owners. 

On February 22nd, 1995, Exxon sent the working 

i n t e r e s t owners a l e t t e r making c e r t a i n r e v i s i o n s t o the 

u n i t agreement and the u n i t operating agreement and 

proposing the single-phase formula, as set f o r t h i n E x h i b i t 

2, which i s the u n i t agreement which has been submitted 

already. A nonbinding b a l l o t on u n i t i z a t i o n was approved 

by 97.4 percent of the working i n t e r e s t owners. 

The u n i t documents were r e v i s e d , and on May 1 s t , 

1995, the u n i t agreement was mailed t o fee r o y a l t y owners. 

Exxon met w i t h the BLM again on May 2nd, 1995, 

and w i t h the SLO on May 5th, 1995. Both agencies expressed 

t h e i r support of u n i t i z a t i o n , and A p p l i c a t i o n s were f i l e d 

w i t h the OCD on May 9th, 1995. 

F i n a l copies of p e r t i n e n t u n i t documents togethe r 

w i t h r a t i f i c a t i o n forms were sent t o a l l i n t e r e s t owners on 
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May 12th, 1995. 

Q. Were there any changes subsequently made t o the 

u n i t agreement? 

A. Yes, there were. BLM and SLO made c o r r e c t i o n s t o 

acreage f i g u r e s which we had used, and we co r r e c t e d 

s p e l l i n g and typographic e r r o r s . 

This r e s u l t e d i n new E x h i b i t s "A" and "B" t o the 

u n i t agreement, which were mailed t o i n t e r e s t owners on 

June 12th, 1995. 

Q. Did any of these c o r r e c t i o n s change the terms of 

the u n i t agreement or change any u n i t p a r t i c i p a t i o n s ? 

A. No. 

Q. Were there any unlocatable i n t e r e s t owners? 

A. No. 

Q. Has Exxon, i n your o p i n i o n , made a g o o d - f a i t h 

e f f o r t t o secure v o l u n t a r y u n i t i z a t i o n ? 

A. Yes. 

Q. Has w r i t t e n n o t i c e of the u n i t i z a t i o n hearing 

been given t o a l l the p a r t i e s who d i d not v o l u n t a r i l y j o i n 

i n the u n i t ? 

A. Yes, copies of the n o t i c e l e t t e r and c e r t i f i e d 

r e t u r n r e c e i p t s are attached t o an a f f i d a v i t r e g a r d i n g 

n o t i c e , which i s submitted as E x h i b i t 8. 

Q. Okay. Now, regarding the w a t e r f l o o d p r o j e c t , 

Case 11,297, was n o t i c e of t h a t hearing given t o a l l proper 
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p a r t i e s as r e q u i r e d by the form C-108? 

A. Yes, E x h i b i t 9 i s my a f f i d a v i t concerning the 

n o t i c e l e t t e r sent t o surface owners and w e l l o perators, 

togeth e r w i t h c e r t i f i e d r e t u r n r e c e i p t s . 

Q. I n your opinion, w i l l the g r a n t i n g of these 

A p p l i c a t i o n s be i n the i n t e r e s t of conservation, t he 

prev e n t i o n of waste and the p r o t e c t i o n of c o r r e l a t i v e 

r i g h t s ? 

A. Yes. 

Q. And were E x h i b i t s 1 through 9 prepared by you or 

under your d i r e c t i o n or compiled from company records? 

A. Yes, they were. 

MR. BRUCE: Mr. Examiner, a t t h i s time I ' d move 

the admission of Exxon E x h i b i t s 1 through 9. 

EXAMINER STOGNER: Are there any obj e c t i o n s ? 

MR. KELLAHIN: No o b j e c t i o n . 

EXAMINER STOGNER: E x h i b i t s 1 through 9 w i l l be 

admitted i n t o evidence a t t h i s time. 

MR. BRUCE: I have no questions of the witness a t 

t h i s time. 

EXAMINER STOGNER: Thank you, Mr. Bruce. 

Mr. Kellahin? 

MR. KELLAHIN: Mr. Carr? 

MR. CARR: I have no questions. 

MR. KELLAHIN: Thank you, Mr. Examiner. 
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CROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Thomas, i f y o u ' l l take the u n i t map, which i s 

Exxon E x h i b i t 1 — 

A. Yes, s i r . 

Q. — Section 31 i s designated as Tract Number 2? 

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

Q. And t h a t i s a t r a c t operated by Exxon? 

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

Q. Exxon's percentage i n the u n i t on an acreage 

basis i s more than 70 percent, i s i t not? 

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

Q. I t ' s about 73 percent, I t h i n k ? 

A. I t ' s approximately — About t h a t , yes. 

Q. A l l r i g h t . So Exxon by i t s e l f cannot ask the 

D i v i s i o n t o use s t a t u t o r y u n i t i z a t i o n t o b r i n g i n the 

remaining p a r t i e s unless you get the cooperation of another 

working i n t e r e s t owner; i s n ' t t h a t true? 

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

Q. And t o meet the minimum 75 percent of the working 

i n t e r e s t owners, you achieve t h a t when Yates signs on t o 

the deal? 

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

Q. And what percentage of the u n i t does Yates have? 

A. Approximately 12 percent. 
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Q. So i f you and Yates agree on a l l d e c i s i o n s i n the 

u n i t , then y o u ' l l make the minimum 75-percent r e q u i r e d t o 

go forward under s t a t u t o r y u n i t i z a t i o n ? 

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

Q. When we look a t E x h i b i t 1, where are the Yates-

operated t r a c t s ? 

A. They're t o the n o r t h of Section 31, Section 29 

and 30, of 20 South, Range 28 East, and also T r a c t 7, which 

i s i n Section 36 of 20 South, Range 27 East. 

Q. A l l r i g h t . P r i n c i p a l l y , they're i n Section 30 

w i t h the Tract 5 and the Tract 3? 

A. Three, 4 and 5. 

Q. Okay. When you look a t the east h a l f of the east 

h a l f of 25, Tract Number 6 — 

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

Q. — who i s the operator of those t r a c t s ? 

A. Premier. 

Q. Has your involvement as a landman i n the 

u n i t i z a t i o n process been from the i n c e p t i o n of the process? 

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

Q. Do you know when the t e c h n i c a l committee 

completed t h e i r report? 

A. An exact date? 

Q. Yes, s i r . 

A. No, I don't r e c a l l the date. I t was i n 1991. 
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Q. The copy of my — My copy of the t e c h n i c a l r e p o r t 

says August of 1992. Do you see th a t ? 

A. Okay. 

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

A. Yes, I am. I've read i t . 

Q. I s t h i s the only t e c h n i c a l r e p o r t t h e r e i s ? 

A. As f a r as I know, yes, s i r , t h a t ' s the only 

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

Q. And t h i s i s the f i n a l t e c h n i c a l r e p o r t , i f you 

w i l l ? 

A. There have been amendments sent out t o t h a t , yes. 

Q. But t h i s i s the basic document t h a t was generated 

by the t e c h n i c a l committee? 

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

Q. Does t h i s t e c h n i c a l committee t h a t generated t h i s 

t e c h n i c a l r e p o r t c o n s i s t only of Exxon personnel? 

A. Yes, the working i n t e r e s t owners asked Exxon t o 

be the t e c h n i c a l committee. 

Q. And so none of the other working i n t e r e s t owners 

had t e c h n i c a l r e p r e s e n t a t i v e s on the t e c h n i c a l committee? 

A. I'm not aware of t h a t . I'm s o r r y , I can't answer 

t h a t . 

Q. Do you know i f Premier was i n v i t e d t o put a 

t e c h n i c a l member on the t e c h n i c a l committee? 

A. No, I don't know the answer t o t h a t e i t h e r , s i r . 
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Q. Okay. Was Yates i n v i t e d t o do t h a t ? 

A. I t ' s my understanding t h a t a l l the working 

i n t e r e s t owners o r i g i n a l l y asked Exxon t o be the t e c h n i c a l 

committee, and I don't know a t t h a t time i f Premier was 

included i n t h a t group, but I f e e l sure i t was. 

Q. By August of 1992, then, we have the t e c h n i c a l 

committee report? 

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

Q. Does the boundary used by the working i n t e r e s t 

owner group, as of August of 1992, on through the present, 

conform t o the boundary t h a t we're seeing before us today 

i n E x h i b i t 1? 

A. Yes, s i r . 

Q. When we look a t E x h i b i t 2, which i s the proposed 

u n i t o p e r a t i n g agreement, we t u r n over t o page 7 of the 

ope r a t i n g agreement and we have the t r a c t p a r t i c i p a t i o n 

formula, don't we? 

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

Q. Now, t h i s i s the f i n a l formula t h a t was 

i n i t i a t e d , I guess, by Yates, and f i n a l l y agreed t o by 

Exxon? 

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

Q. I t ' s a single-phase formula? 

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

Q. You c r e d i t 25 percent t o the remaining primary 
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recovery f o r a t r a c t , 50 percent t o the w a t e r f l o o d o i l 

recovery p o t e n t i a l f o r t h a t t r a c t , and then 2 5 percent f o r 

any o i l t o be a t t r i b u t e d t o the C02 recovery? 

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

Q. That's how i t ' s put together, i s n ' t i t ? 

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

Q. When we t u r n t o the E x h i b i t C t o E x h i b i t Number 

2, then we can see the in p u t of t h a t formula and an 

a l l o c a t i o n back t o each t r a c t ; i s t h a t not true? 

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

Q. And when we read down, we f i n d T r a c t 2 where 

Exxon i s the operator -- i t ' s the second row down — and 

about 53.87 percent of the t r a c t p a r t i c i p a t i o n i s valued i n 

t h a t t r a c t ? 

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

Q. When we get down t o Tract 6, which i s the Premier 

t r a c t , they've got one percent? 

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

Q. A l l r i g h t . And when we t u r n over, then — 

A. Now, t h a t ' s t r a c t p a r t i c i p a t i o n i n the u n i t . 

Q. Yes, s i r . When you look over a t E x h i b i t "D", 

now, t h i s shows f o r Tract 6, when you read down and f i n d 

the row t h a t has Tract 6, you read across and i t says the 

remaining primary reserves a t t r i b u t a b l e t o the Premier 

T r a c t , Number 6, i s zero. 
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A. I t ' s also 5-F and 7 and 8 — I'm s o r r y , 7. Six 

and 7. 

Q. Yes, s i r . The one I'm concerned about i s 6. 

A. Right. 

Q. And as you read across t o see the w a t e r f l o o d 

reserve, i t ' s also zeroed out, i s n ' t i t ? 

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

Q. And the only time t h a t t h i s t r a c t has been 

c r e d i t e d w i t h any reserve p o t e n t i a l i s i n the C02 t h i c k ? 

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

Q. And they're c r e d i t e d w i t h — What? $1.6 m i l l i o n , 

i s i t ? 

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

Q. I s t h a t a recoverable reserve number? 

A. I don't know the answer t o t h a t question. 

Q. This v e r t i c a l u n i t i z e d i n t e r v a l i s from — you 

s a i d the base of the Goat Seep — 

A. A hundred f e e t above the base of the Goat Seep. 

Q. A hundred f e e t above the base of the Goat Seep. 

And i t goes down t o the top of the Bone Springs, was i t ? 

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

Q. That would then g e o l o g i c a l l y correspond t o the 

Cherry Canyon, you have the Brushy Canyon. I s t h a t also 

i n c l u s i v e of the B e l l Canyon? 

A. I t h i n k you're going t o have t o ask the 
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g e o l o g i c a l witness f o r t h a t , s i r . 

Q. But f o r your work purposes, t h a t ' s the i n t e r v a l 

t h a t i s defined i n a l l these documents? 

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

Q. What i s your understanding of the primary 

o b j e c t i v e of the u n i t ? 

A. To produce a d d i t i o n a l o i l . 

Q. Under the w a t e r f l o o d phase, wasn't i t ? 

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

Q. Okay. 

A. And possible C02 f l o o d . 

Q. Why d i d you use the word "possible"? 

A. Because at t h i s p o i n t we can't determine — can't 

make the statement, d i r e c t statement, t h a t we're going t o 

do a C02 f l o o d . 

Q. When you look a t the package of documents, was 

t h i s 7? 

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

Q. A l l the correspondence i s 7? 

A. I f i t had a b i g binder c l i p around i t , t h a t ' s a l l 

7 . 

Q. Yes, s i r , t h a t ' s r i g h t . And i t ' s i n here 

c h r o n o l o g i c a l l y ? 

A. Yes, s i r . 

Q. I f y o u ' l l go through the p i l e w i t h me, and l e t ' s 
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f i n d the Exxon-generated l e t t e r of October 10th, 1994. 

I t ' s about, I guess, t w o - t h i r d s of the way down through the 

p i l e . 

A. Okay, i s t h i s the l e t t e r t o Dave Boneau? 

Q. Yes, i t i s . I t ' s dated October 10th, i t ' s on 

Exxon l e t t e r h e a d . I t ' s signed o f f by Ron Mayhew as Exxon's 

Avalon P r o j e c t Manager, and t h i s i s w r i t t e n t o Dave Boneau. 

And t h i s i s p a r t of the correspondence package? 

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

Q. When you look a t the second paragraph down and 

f i n d the second sentence i t says, "The w a t e r f l o o d i s the 

reason the Un i t has value t o a l l of us and your 

r e p r e s e n t a t i o n of Phase 1 would be acceptable t o us f o r the 

wa t e r f l o o d . " I t says, "The C02 f l o o d has some p r o b a b i l i t y 

of happening/not happening and your r e p r e s e n t a t i o n of Phase 

2 i s acceptable i f a C02 f l o o d i s i n the f u t u r e f o r 

Avalon." 

During October of 1994, the dis c u s s i o n i s whether 

t o go w i t h a two-phase formula or a single-phase formula; 

i s t h a t not true? 

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

Q. But under e i t h e r formula, the primary o b j e c t i v e 

was the w a t e r f l o o d p o r t i o n of the p r o j e c t ? 

A. The wat e r f l o o d and possi b l e C02 f l o o d . 

Q. I f the primary o b j e c t i v e of the u n i t i s t o have a 
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w a t e r f l o o d p r o j e c t t h a t has value t o a l l of us, show me how 

the r e i s any value a t t r i b u t e d t o Premier when I look a t 

E x h i b i t D t o Number 2, the Unit agreement, and t h e r e i s no 

value a t t r i b u t e d t o the wa t e r f l o o d . 

MR. BRUCE: Mr. Examiner, I ' d o b j e c t . He's 

asking, I t h i n k , engineering questions about the r e l a t i v e 

value of t r a c t s . 

MR. KELLAHIN: I'm not sure y e t , Mr. Examiner. 

Let me t r y again. I ' l l rephrase the question. 

EXAMINER STOGNER: Please do. 

Q. (By Mr. Ke l l a h i n ) When I look a t E x h i b i t D, 

which i s the attachment t o the u n i t agreement marked as 

Exxon E x h i b i t 2 — 

A. Right. 

Q. — and I'm loo k i n g down the spreadsheet f o r Mr. 

Jones's t r a c t , Premier's Tract Number 6, and I read across 

and I see zero reserves — Okay? 

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

Q. — and then I come t o Mr. Mayhew's correspondence 

i n October 10th of 1994, and he's t e l l i n g us a l l t r a c t s 

have value as t o wa t e r f l o o d , t h a t ' s not c o r r e c t , i s i t ? 

A. I t ' s c o r r e c t i n t h a t the u n i t i s a w a t e r f l o o d 

w i t h a po s s i b l e C02 f l o o d . The value i s i n both of them 

toget h e r . 

Q. I f y o u ' l l t u r n w i t h me, s i r , t o E x h i b i t 7, which 
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i s the package of correspondence, and l e t ' s come back j u s t 

a few sheets from the October 10th, 1994, l e t t e r , and l e t ' s 

look a t the package t h a t ' s also on Exxon's l e t t e r h e a d , i t ' s 

got a date of June 20th of 1994, and r i g h t under t h a t i t 

says June 17th Meeting Notes. 

A. Right, okay. 

Q. I t shows a rubber date stamp on the face of the 

l e t t e r , i t says June 22nd, 1994. Do you know what t h a t 

means? Whose date stamp i s on t h i s copy? 

A. I'm sorr y , which one are you — 

MR. KELLAHIN: I f I may approach the witness, Mr. 

Examiner, l e t me ask him what t h i s means. 

EXAMINER STOGNER: Please do. 

Q. (By Mr. Ke l l a h i n ) Are we lo o k i n g a t the same 

sheet here? 

A. Oh, t h i s sheet, okay? 

Q. A l l r i g h t . 

A. This one. 

Q. Yes, s i r . 

A. Okay. 

Q. Now, t h i s i s a l e t t e r over Mr. Mayhew's 

s i g n a t u r e , and mine i s a l l stapled together w i t h a bunch of 

other s t u f f . 

A. Right. 

Q. Why i s t h a t a l l stapled together l i k e t h a t ? 
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A. These were enclosures t o the l e t t e r . 

Q. I s t h a t something you know about? 

A. I mailed i t out. 

Q. Okay. Was there a June 17th meeting on the 

Avalon f i e l d ? 

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

Q. I t says June 17th Meeting Notes. Where d i d t h a t 

occur? 

A. I n Exxon's o f f i c e i n Midland, Texas. 

Q. And were you present there? 

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

Q. When you thumb back through these pages of 

attachments t o t h i s l e t t e r , l e t me have you f i n d t h i s 

spreadsheet t h a t reads h o r i z o n t a l l y , "Avalon Working 

I n t e r e s t Owners Meeting Summary." 

When you look a t the f i r s t e n t r y on the 

spreadsheet t h a t we're looking a t , Mr. Thomas, i s t h i s an 

accurate summary of the working i n t e r e s t owner meeting when 

i t reads, "Issue: Withdrawal from U n i t . Premier disagrees 

w i t h other working i n t e r e s t r e s e r v o i r i n t e r p r e t a t i o n s . 

S o l u t i o n : Remap u n i t boundaries t o exclude Premier's 

acreage [ a l l agree]"? 

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

MR. KELLAHIN: No f u r t h e r questions. 

EXAMINER STOGNER: Thank you, Mr. K e l l a h i n . 
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Mr. Carr, any cross-examination? 

MR. CARR: No questions, Mr. Stogner. 

EXAMINER STOGNER: Any r e d i r e c t , Mr. Bruce? 

MR. BRUCE: Just a couple, Mr. Examiner. 

REDIRECT EXAMINATION 

BY MR. BRUCE: 

Q. One question was about Yates owning 12 percent of 

u n i t p a r t i c i p a t i o n . 

Mr. Thomas, r e f e r r i n g t o your E x h i b i t 2, the u n i t 

agreement, and E x h i b i t B, a c t u a l l y t h a t 12 percent i s n ' t 

one — I t ' s not Yates Petroleum, i s i t , who owns 12 

percent? 

A. No, i t ' s a l l Yates' i n t e r e s t . 

Q. There's a number of people on t h a t Yates 

Petroleum, Abo, i n d i v i d u a l Yates f a m i l y members, Yates 

e s t a t e s , e t cetera. 

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

Q. Okay. Now, Mr. K e l l a h i n asked you a couple of 

questions about the u n i t boundary. The u n i t boundary was 

i n i t i a l l y E x h i b i t 1. That's the same u n i t boundary as was 

i n i t i a l l y proposed i n 1991; 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. Okay. And i f you keep E x h i b i t 2 i n f r o n t of you, 

E x h i b i t "D", there are a number of t r a c t s t h a t have no 

primary and/or secondary reserves a t t r i b u t e d t o them; i s 
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t h a t c o r r e c t ? 

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

Q. So i t doesn't only a f f e c t Premier; i s t h a t — ? 

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

Q. There are Yates and other t r a c t s i n t h e r e t h a t 

have zero secondary and primary reserves a t t r i b u t e d t o 

them? 

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

MR. BRUCE: Okay. I have nothing f u r t h e r , Mr. 

Examiner. 

EXAMINER STOGNER: I don't have any questions of 

t h i s witness a t t h i s time e i t h e r . He may be excused a t 

t h i s time. 

What i s your next witness? 

MR. BRUCE: Our next witness i s a g e o l o g i s t , and 

he -- D i r e c t exam plus cross-exam w i l l probably take a f a i r 

amount of time. 

I t h i n k i t might be best t o break f o r an e a r l y 

lunch and — I've probably got 40 t o 45 minutes of d i r e c t . 

EXAMINER STOGNER: I t h i n k t h i s might be a good 

time t o take a lunch break. 

What do you say we reconvene here i n about an 

hour? So t h a t would be about 12:40, and w e ' l l s t a r t up a t 

t h a t time. 

(Thereupon, a recess was taken a t 11:35 a.m.) 
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(The f o l l o w i n g proceedings had a t 1:00 p.m.) 

EXAMINER STOGNER: Hearing w i l l come t o order f o r 

the c o n s o l i d a t i o n of Cases 11,297 and 11,298. 

Mr. Bruce? 

MR. BRUCE: Commence w i t h our geologic testimony, 

Mr. Examiner. 

DAVID L. CANTRELL. 

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

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

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Mr. C a n t r e l l , would you please s t a t e your f u l l 

name and c i t y of residence? 

A. I'm Dave C a n t r e l l from Houston, Texas. 

Q. Who are you employed by and i n what capacity? 

A. I'm a g e o l o g i s t w i t h Exxon Corporation. 

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

D i v i s i o n ? 

A. No, I haven't. 

Q. Would you please describe your educational and 

employment background? 

A. I hold bachelor's and master's degrees i n geology 

from the U n i v e r s i t y of Tennessee and have been employed by 

Exxon f o r a l i t t l e over 13 years now. 

For the f i r s t seven years of my career w i t h Exxon 
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I conducted r e s e r v o i r c h a r a c t e r i z a t i o n s t u d i e s and research 

on several l a r g e Middle Eastern and South American 

o i l f i e l d s . 

I moved t o Midland, Texas, i n 1989 and f o r f i v e 

years conducted f i e l d studies on f i e l d s i n the Permian 

Basin area and i n the Rocky Mountain area. 

Since 1994 I've been i n Houston and continue t o 

be responsible f o r the Avalon-Delaware f i e l d . 

Q. Would you please describe your geologic work on 

the proposed Avalon Delaware u n i t ? 

A. I've worked on the Avalon Delaware Pool since 

19 9 0 and have completed an i n t e g r a t e d r e s e r v o i r study 

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

f i e l d . 

For t h i s e v a l u a t i o n I , along w i t h other Exxon 

g e o s c i e n t i s t s , i d e n t i f i e d key s t r a t i g r a p h i c surfaces t h a t 

c o n t r o l r e s e r v o i r geometry, evaluated rock q u a l i t y as i t 

r e l a t e s t o production, reviewed a l l a v a i l a b l e l o g data, 

c a l c u l a t e d f l u i d s a t u r a t i o n s and volu m e t r i c s and mapped the 

d i s t r i b u t i o n of the r e s e r v o i r . 

Q. And based on t h a t study, 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 today? 

A. Yes, I have. I f y o u ' l l r e f e r t o E x h i b i t 10, 

which i s a — 

MR. BRUCE: Well, j u s t a minute, Mr. C a n t r e l l . 
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Mr. Examiner, I would tender Mr. C a n t r e l l as an 

expert petroleum g e o l o g i s t . 

EXAMINER STOGNER: Are there any obje c t i o n s ? 

MR. KELLAHIN: No o b j e c t i o n . 

EXAMINER STOGNER: Mr. C a n t r e l l i s so q u a l i f i e d . 

Q. (By Mr. Bruce) Okay, Mr. C a n t r e l l , l e t ' s move on 

now t o your E x h i b i t 10. Would you i d e n t i f y t h a t f o r t he 

Examiner? 

A. Okay. E x h i b i t 10 i s the la r g e two-volume r e p o r t 

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

Exxon on Avalon. 

Volume I of t h i s r e p o r t , a s o r t of a t h i c k 8-1/2-

b y - l l - i n c h document t h a t you have, labeled "Text and 

E x h i b i t s " , c o n s i s t s of several sectio n s , beginning f i r s t 

o f f w i t h a summary and recommendation s e c t i o n t h a t 

summarize the major aspects of the p r o j e c t , f o l l o w e d by an 

i n t r o d u c t i o n t o and overview of the f i e l d . 

The next three sections — And l e t me preface 

t h i s by saying, each of these sections has a number of 

p a r t s . T y p i c a l l y there's f i r s t a t e x t s e c t i o n and then a 

l i s t of e x h i b i t s or an e x h i b i t s e c t i o n , and then t y p i c a l l y 

a s e r i e s of appendices afterwards. 

But the next three sections a f t e r the f i r s t ones 

t h a t I j u s t mentioned d e t a i l the r e s u l t s of the geologic 

work t h a t ' s being completed as p a r t of t h i s study. 
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The f i r s t s e c t i o n , labeled " S t r a t i g r a p h y " , 

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

a r c h i t e c t u r e and geometry of the f i e l d . 

The next s e c t i o n , labeled "Formation E v a l u a t i o n " , 

d e t a i l s the r e s u l t s of our assessment of r e s e r v o i r q u a l i t y 

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

F i n a l l y , the se c t i o n labeled "Mapping and 

Volumetrics" shows the r e s u l t s of our e f f o r t s t o map out 

the r e s e r v o i r d i s t r i b u t i o n and c a l c u l a t e v o l u m e t r i c s . 

The next three sections i n t h i s r e p o r t f o l l o w i n g 

t h i s , then, d e t a i l the r e s u l t s of the engineering work and 

focus f i r s t o f f on the s i m u l a t i o n work, next on the 

generation of p r o j e c t flow streams, and f i n a l l y on the 

economics f o r the p r o j e c t . 

The l a s t s e c t i o n of t h i s Volume I summarizes some 

of the maps t h a t were generated as p a r t of t h i s study. 

Volume I I i s the l a r g e r l l - b y - 1 7 f o l i o t h a t you 

have, and i t includes both maps and cross-sections i n here. 

The maps t h a t you see here are simply l a r g e r v e r s i o n s , 

l a r g e r - s c a l e versions of the maps t h a t are summarized i n 

Volume I . 

I a s s i s t e d i n the p r e p a r a t i o n of t h i s study, as 

d i d Mr. Beuhler, our next witness. 

Q. Would you then move on t o your E x h i b i t s 11 and 12 

together and describe the work done by you t o create the 
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geologic model of the Avalon Pool? 

A. E x h i b i t 11 summarizes the o v e r a l l geology of the 

Avalon area. 

As can be seen i n the index map i n the upper 

l e f t - h a n d p o r t i o n of t h i s e x h i b i t , g e o l o g i c a l l y Avalon i s 

lo c a t e d on the northwestern margin of the Delaware Basin i n 

a very proximal basin margin s e t t i n g immediately seaward of 

the s h e l f edge. The l o c a t i o n of Avalon i s noted i n red on 

t h i s index map. 

As the i d e a l i z e d s t r a t i g r a p h i c s e c t i o n i n the 

upper r i g h t - h a n d p a r t of t h i s e x h i b i t shows, Avalon 

produces from f i n e sands and coarse s i l t s t o n e s of the 

Permian-age Delaware Mountain Group. And i t ' s u n d e r l a i n by 

t i g h t carbonates of the Bone Spring f o r m a t i o n and o v e r l a i n 

by t i g h t carbonates, g e n e r a l l y t i g h t carbonates, of the 

Goat Seep Reef. 

As you can see i n t h i s area, the Delaware 

Mountain Group con s i s t s of only two formations: the Brushy 

Canyon formation and the Cherry Canyon f o r m a t i o n . No B e l l 

Canyon formation occurs a t t h i s l o c a t i o n i n the Basin. 

Now there are two major p r o d u c t i v e i n t e r v a l s i n 

the Delaware Mountain Group, and I've t r i e d t o h i g h l i g h t 

those or shade those i n , i n t h i s i d e a l i z e d s t r a t i g r a p h i c 

s e c t i o n here. 

There's an upper s e c t i o n which I've shaded i n a 
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k i n d of a reddish c o l o r t h e r e , i n the Upper Cherry Canyon. 

There's also a lower productive i n t e r v a l a t the top of the 

Brushy Canyon formation, i n c l u d i n g a small s l i c e of the 

Lower Cherry Canyon as w e l l , and I've shaded t h i s i n t e r v a l 

i n brown. 

The data block at the bottom of t h i s e x h i b i t 

gives you a summary of some of the r e s e r v o i r d e s c r i p t i o n 

parameters f o r t h i s f i e l d . 

S t a r t i n g o f f f i r s t w i t h the upper r e s e r v o i r , the 

Upper Cherry Canyon, i t occurs a t approximately 2600 f e e t . 

I t ' s comprised t y p i c a l l y of very f i n e - g r a i n sand i n terms 

of a r e s e r v o i r l i t h o l o g y , has an average net thic k n e s s of 

131 f e e t , an average p o r o s i t y of 14.4 percent and an 

average p e r m e a b i l i t y of 2.3 m i l l i d a r c i e s . 

O i l i n place, or o i l o r i g i n a l l y i n place, i s 

c a l c u l a t e d t o be 107 m i l l i o n b a r r e l s f o r t h i s upper 

r e s e r v o i r . 

The lower r e s e r v o i r , t h i s Upper Brushy Canyon 

r e s e r v o i r , occurs a t a depth of about 3 4 00 f e e t , i s 

comprised dominantly of a coarse s i l t s t o n e but i t includes 

some f i n e sand as w e l l , has an average net thic k n e s s of 272 

f e e t , an average p o r o s i t y of 14.9 percent and an average 

p e r m e a b i l i t y of 1.1 m i l l i d a r c i e s . 

O i l o r i g i n a l l y i n place i s c a l c u l a t e d t o be 141 

m i l l i o n b a r r e l s f o r t h i s r e s e r v o i r . 
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A l l completions i n both of these r e s e r v o i r s are 

proppant f r a c ' d — f r a c t u r e d . 

E x h i b i t 12, the next e x h i b i t , summarizes the 

r e g i o n a l s t r a t i g r a p h y of the Delaware Basin margin and 

shows how we u t i l i z e d a r e g i o n a l framework i n d e s c r i b i n g 

the r e s e r v o i r a r c h i t e c t u r e of the Avalon f i e l d area. 

Now, Avalon again i s shown i n the index map i n 

the upper l e f t - h a n d corner of t h i s e x h i b i t , and i t ' s 

i n d i c a t e d i n red. 

I n t h i s area, i n t h i s p a r t of southeastern New 

Mexico and western Texas, several groups from both o i l 

i n d u s t r y — various groups i n o i l i n d u s t r y as w e l l as from 

v a r i o u s academic i n s t i t u t i o n s have completed r e g i o n a l 

s t r a t i g r a p h i c studies t h a t we've used i n e s t a b l i s h i n g the 

r e s e r v o i r s t r a t i g r a p h i c framework at Avalon. 

These groups have e x t e n s i v e l y s t u d i e d outcrops i n 

the area, e s p e c i a l l y Delaware-age outcrops — i f y o u ' l l 

look a t the index map down i n s o r t of the lower l e f t - h a n d 

corner, i n the Delaware mountains t h e r e , about 60 miles 

along s t r i k e from Avalon f i e l d , as I s a i d , i n the Delaware 

Mountains, as w e l l as along the western escarpment of the 

Guadalupe Mountains. 

I n a d d i t i o n t o t h a t r e g i o n a l outcrop work, 

there's also a published seismic l i n e , l o cated — a 

r e g i o n a l seismic l i n e , located j u s t about s i x miles t o the 
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n o r t h or northeast of Avalon f i e l d . 

Now, using a l l of t h i s r e g i o n a l data from both 

the outcrop as w e l l as r e g i o n a l seismic data, as w e l l as 

i n c l u d i n g l o c a l i n f o r m a t i o n a t Avalon -- and I've 

summarized most of the database t h a t we had f o r doing t h i s , 

i n t h a t data block i n the upper r i g h t - h a n d p o r t i o n of t h i s 

e x h i b i t — using a l l t h i s i n f o r m a t i o n and i n c l u d i n g l o c a l 

i n f o r m a t i o n a t Avalon, we've developed a s t r a t i g r a p h i c 

framework t h a t we b e l i e v e s u c c e s s f u l l y resolves r e s e r v o i r 

a r c h i t e c t u r e and geometry a t Avalon. 

This s t r a t i g r a p h i c framework, then, t h a t we've 

developed i s summarized i n the c r o s s - s e c t i o n shown a t the 

bottom of t h i s e x h i b i t , and t h i s i s again a d i p cross-

s e c t i o n , o r i e n t e d northwest t o southeast, and I've 

annotated on t h i s cross-section the l o c a t i o n of Avalon 

f i e l d . I've also t r i e d t o shade i n on t h i s c r o s s - s e c t i o n 

the approximate l o c a t i o n s of the two major p r o d u c t i v e 

i n t e r v a l s we described e a r l i e r i n the Upper Cherry Canyon 

and the Upper Brushy Canyon. 

Three surfaces on t h i s e x h i b i t , on t h i s cross-

s e c t i o n , are e s p e c i a l l y s i g n i f i c a n t , and I ' l l t r y t o 

describe them t o you from the bottom up. 

I f y o u ' l l look at s o r t of the lower middle 

p o r t i o n of the e x h i b i t , there's a surface which I've shaded 

i n brown a t the top of the Upper Brushy Canyon r e s e r v o i r . 
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Moving on up, there's a surface which I've shaded 

or c o l o r e d green a t the top of the upper Cherry Canyon 

r e s e r v o i r . 

And f i n a l l y , on up j u s t a l i t t l e b i t beyond t h a t , 

I've shaded another surface or colored another surface as a 

s o r t of a red squiggly l i n e . This i n the Avalon f i e l d area 

i s the base of the Goat Seep Reef. You n o t i c e how t h i s red 

s q u i g g l y l i n e a c t u a l l y , as i t comes down o f f the s h e l f and 

plunges i n t o the Basin, a c t u a l l y erodes away a p o r t i o n of 

the green surface we mentioned a minute ago. 

Since these surfaces are t y p i c a l l y capped by 

shales and/or t i g h t carbonates, they describe the top seals 

f o r the two r e s e r v o i r s and thus c o n t r o l p r o d u c t i o n . These 

surfaces provided the basis f o r some of the mapping I ' l l 

show you i n a moment. 

Q. Do you need t o look at the geology on a r e g i o n a l 

basis t o make a c o r r e c t determination, r a t h e r than j u s t a 

few w e l l s i n a l o c a l i z e d area? 

A. Yes, you need t o look a t the geology on a 

r e g i o n a l basis. 

I n order t o f u l l y understand the d i s t r i b u t i o n of 

the r e s e r v o i r and where o i l occurs i n the subsurface, you 

f i r s t have t o understand or get a good handle on s t r a t a l 

geometries and stacking p a t t e r n s t h a t occur i n the 

r e s e r v o i r , subsurface. 
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For t h i s , you need t o know a couple of t h i n g s . 

You need t o have a good understanding of r e g i o n a l 

d e p o s i t i o n a l p a t t e r n s and trends which are best seen, as 

we've seen e a r l i e r , on t h i s r e g i o n a l outcrop work and 

r e g i o n a l seismic data. 

I n a d d i t i o n , examination of outcrops reveals 

s t r a t i g r a p h i c and r o c k - f a b r i c d e t a i l s t h a t enhance your 

understanding of the rocks and enhance your understanding 

of the s i t u a t i o n , as w e l l as your a b i l i t y t o i n t e r p r e t l o g 

p a t t e r n s i n the subsurface. 

Q. What about examining w e l l logs i n a p a r t i c u l a r 

area, l o c a l i z e d area? What do they t e l l you? 

A. Well, w e l l logs are valuable i n f o r m a t i o n f o r 

c o r r e l a t i o n purposes, but r e a l l y only show you a small 

s l i c e or sample through the r e s e r v o i r . Most w i r e l i n e logs 

only read from a few inches t o a few f e e t out i n t o the 

r e s e r v o i r . 

So the p i c t u r e you get from w e l l logs alone i s 

one of l i m i t e d s l i c e s or samples d i s t r i b u t e d across the 

r e s e r v o i r . And i n the case of Avalon, these s l i c e s or 

samples are located 40 acres apart, 1320 f e e t a p a r t . 

So i n order t o do the best p o s s i b l e j o b t h a t you 

can of d e s c r i b i n g the r e s e r v o i r , you r e a l l y need t o know 

a d d i t i o n a l i n f o r m a t i o n from the r e g i o n a l p i c t u r e , as w e l l 

as from the outcrop work. 
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Q. Well, could you show us what the s t r a t i g r a p h i c 

framework looks l i k e i n an Avalon-Delaware w e l l ? 

A. Yes, please r e f e r t o E x h i b i t 13, which i s a type 

l o g from Exxon's Yates "C" Federal Number 36. Joe Thomas 

has described t h i s w e l l p r e v i o u s l y . This w e l l i s l o c a t e d 

i n Section 31 of Township 2 0 South, Range 2 8 East. 

And i t shows these surfaces t h a t we i d e n t i f i e d 

e a r l i e r on E x h i b i t 12, and you can see we've t r i e d t o use 

the same c o l o r scheme t h a t we showed p r e v i o u s l y , the brown 

surface being the top of the Upper Brushy and the Lower 

Cherry Canyon r e s e r v o i r , the green surface being the top of 

the Upper Cherry Canyon Reservoir, and the red being the 

base of the Goat Seep Reef. 

So i t shows these same surfaces t h a t we've 

i d e n t i f i e d e a r l i e r , as w e l l as the i n t e r v a l s i n which we 

p l a n t o i n j e c t water i n the Delaware r e s e r v o i r i n t e r v a l s . 

The proposed u n i t i z e d i n t e r v a l includes a l l 

subsurface p o i n t s throughout the u n i t area c o r r e l a t i v e t o 

the Delaware Mountain Group i n t h i s w e l l . 

Q. Are the Upper Brushy Canyon and the Upper Cherry 

Canyon r e s e r v o i r i n t e r v a l s s i m i l a r or d i f f e r e n t ? 

A. Our study of Avalon i n d i c a t e s t h a t t h e r e are 

major d i f f e r e n c e s i n r e s e r v o i r a r c h i t e c t u r e between these 

two r e s e r v o i r s . 

Q. Could you describe these d i f f e r e n c e s , please? 
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A. Yes, please r e f e r t o E x h i b i t 14. E x h i b i t 14 i s a 

schematic cross-section of the Brushy Canyon f o r m a t i o n , 

showing t h a t t h i s r e s e r v o i r , which I've shaded i n y e l l o w a t 

the top of the e x h i b i t there — showing t h a t t h i s r e s e r v o i r 

i s an a n t i c l i n e which dips away i n both d i r e c t i o n s from a 

s t r u c t u r a l c r e s t a t the center of the e x h i b i t . 

As t h i s e x h i b i t dramatizes, t h i s a n t i c l i n a l 

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

mounding i n u n i t s underlying the Upper Brushy and Lower 

Cherry Canyon r e s e r v o i r i n t e r v a l , s t a r t i n g , i f y o u ' l l look 

a t the bottom of the e x h i b i t , s t a r t i n g from a — w i t h a 

f a i r l y f l a t g e n e r a l l y eastward-dipping surface a t the top 

of the Bone Spring formation, and through Lower and Middle 

Brushy Canyon time, i f you w i l l , b u i l d i n g up a d e p o s i t i o n a l 

mound w i t h s i g n i f i c a n t s t r u c t u r a l r e l i e f . 

The r e s e r v o i r i n t e r v a l , then, on top of a l l t h i s 

simply drapes over t h i s older mounding i n the deeper u n i t . 

E x h i b i t 15 i s a schematic c r o s s - s e c t i o n of the 

Upper Cherry Canyon and dramatizes the more complex nature 

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

Following Lower Cherry Canyon time — i n other 

words, a t the top or the end of the previous e x h i b i t — 

d e p o s i t i o n of sediment continued, w i t h p r e f e r e n t i a l 

d e p o s i t i o n o c c u r r i n g i n the s t r u c t u r a l l y low areas o f f the 

f l a n k s of the o l d Lower Cherry Canyon s t r u c t u r e , r e s u l t i n g 
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i n r e l a t i v e l y t h i c k sediment accumulations i n the 

s t r u c t u r a l l y low areas o f f the f l a n k s and t h i n sediment 

accumulations along the c r e s t . 

As a r e s u l t , by Middle t o Upper Cherry Canyon 

time s i g n i f i c a n t — the sediment subsurface had f l a t t e n e d 

s i g n i f i c a n t l y , such t h a t s t r a t a l geometries t h a t occur from 

t h i s p o i n t on up i n t o the Upper Cherry Canyon r e s e r v o i r are 

completely d i f f e r e n t from those seen i n the Lower Cherry 

Canyon and Upper Brushy Canyon below. 

Now, t h i s e x h i b i t also dramatizes some of the 

i n t e r n a l changes t h a t occur w i t h i n the Upper Cherry Canyon 

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

schematic from northwest t o southeast. 

As you can see from t h i s e x h i b i t , the i n t e r v a l 

changes character s i g n i f i c a n t l y from more dominantly porous 

sands i n the southeast and c e n t r a l p o r t i o n s of the f i e l d t o 

t i g h t carbonates as you go t o the northwest. This updip 

pinchout of porous b a s i n a l l y r e s t r i c t e d sands i n t o t i g h t 

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

r e s e r v o i r , 

Q. Now, you've shaded p o r t i o n s of t h i s e x h i b i t . 

What do those c o l o r s i n d i c a t e ? 

A. The yellow h i g h l i g h t i n g i n d i c a t e s the presence of 

porous sandstones, as opposed t o l o w - p o r o s i t y carbonates, 

shown i n blue, t h a t become more common as you go t o the 
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northwest i n the Upper Cherry Canyon. The brown shading 

represents shales at the bottom of t h i s e x h i b i t . 

Q. Okay. Could you discuss the c o n t i n u i t y of the 

f o r m a t i o n which i s being u n i t i z e d ? And I ' d r e f e r you t o 

your c r o s s - s e c t i o n , E x h i b i t 16. 

A. Okay. Yes, i f y o u ' l l r e f e r t o E x h i b i t 16, t h i s 

i s , once again, a d i p - o r i e n t e d c r o s s - s e c t i o n — i n other 

words, running from the northwest t o the southeast. The 

l o c a t i o n map on the r i g h t t h e r e , j u s t above the t i t l e 

b locks, i d e n t i f i e s the l o c a t i o n of t h i s c r o s s - s e c t i o n . 

On t h i s cross-section I've colored i n each of the 

two r e s e r v o i r s , the major producing i n t e r v a l s t h a t we 

discussed e a r l i e r , the lower i n t e r v a l being t h i s Upper 

Brushy Canyon r e s e r v o i r , the upper i n t e r v a l being the Upper 

Cherry Canyon r e s e r v o i r . 

As you can see, the two producing i n t e r v a l s are 

g e o l o g i c a l l y continuous across the proposed u n i t area, 

e s p e c i a l l y i n the Upper Brushy Canyon. 

Please note t h a t the Upper Brushy Canyon i s not 

p r o d u c t i v e i n the low s t r u c t u r a l p o s i t i o n s o f f the f l a n k s 

of the s t r u c t u r e . 

Now, E x h i b i t 16 also d i s p l a y s some of the 

v a r i a b i l i t y t h a t we discussed e a r l i e r i n the Upper Cherry 

Canyon. Note t h a t the upper p a r t of t h i s r e s e r v o i r changes 

from dominantly porous sandstones i n the southeast p o r t i o n 
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t o l o w - p o r o s i t y carbonates t o the northwest. 

At the northwest corner — By the time t h a t you 

get t o the northwest corner of t h i s c r o s s - s e c t i o n , rock of 

s i g n i f i c a n t r e s e r v o i r q u a l i t y i s g r e a t l y reduced and occurs 

only i n the lower p a r t of the Upper Cherry Canyon. 

Q. Okay, Mr. C a n t r e l l , could you now move on and 

discuss the a r e a l extent of the Avalon Pool? And I ' d r e f e r 

you t o your E x h i b i t s 17 and 18. 

A. Yes, i f y o u ' l l please r e f e r t o E x h i b i t s 17 and 

18, these are s t r u c t u r e maps on the tops of the two 

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

E x h i b i t 17 i s a top of the s t r u c t u r e of the Lower 

Cherry Canyon/Upper Brushy Canyon r e s e r v o i r . This e x h i b i t , 

E x h i b i t 17, dis p l a y s the — s t r o n g l y , the a n t i c l i n a l nature 

a t the top of the r e s e r v o i r i n the Lower Cherry/Upper 

Brushy Canyon r e s e r v o i r , w i t h beds d i p p i n g away i n a l l f o u r 

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

I've also annotated on t h i s map i n red the l i m i t s 

of proven production, known, proven primary p r o d u c t i o n , and 

shaded w i t h i n t h a t i n green. 

These l i m i t s appear t o correspond f a i r l y w e l l t o 

the s t r u c t u r a l l y highest p o r t i o n s of t h i s surface. 

I n c o n t r a s t , i f y o u ' l l look a t E x h i b i t 18, which 

shows the top of the Upper Cherry Canyon Reservoir, t h e r e 

doesn't appear t o be much i n the way of s t r u c t u r a l c l o s u r e 
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along t h i s r e s e r v o i r . 

I've also annotated on t h i s map the l i m i t s of 

known proven primary production. As both these maps show, 

E x h i b i t 17 and E x h i b i t 18, the u n i t area includes a l l known 

proven primary production. 

Q. How was the u n i t o u t l i n e determined? 

A. I f y o u ' l l r e f e r t o E x h i b i t 19, the u n i t o u t l i n e 

as i t was o r i g i n a l l y proposed i n 1991 and as i t c u r r e n t l y 

e x i s t s , was designed t o include a l l t r a c t s t h a t have 

c u r r e n t l y a c t i v e Upper Cherry or Upper Brushy completions, 

and these are shown i n the middle of the u n i t o u t l i n e d 

t h e r e i n the s o r t of dark green/bright green shading t h e r e . 

I n a d d i t i o n t o t h i s core of primary development, 

we've also included an outer r i n g of adjacent 40-acre 

t r a c t s from t h i s core of primary development. This outer 

r i n g was included f o r two main reasons: f i r s t o f f , t o a l l o w 

expansion f o r a l a t e r p o t e n t i a l C02 p r o j e c t , as w e l l as t o 

u t i l i z e e x i s t i n g wellbores t h a t may occur i n t h i s outer 

lane, e x i s t i n g Delaware wellbores. 

This proposed u n i t o u t l i n e , which i s l a b e l e d on 

t h i s map, corresponds t o the areas of hig h e s t mapped net 

t h i c k n e s s , hydrocarbon pore volume and moveable o i l and has 

been approved by both the State Land O f f i c e and the Bureau 

of Land Management. 

Q. Kind of skipping t o a separate s u b j e c t , Mr. 
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C a n t r e l l , are there any f a u l t s or hy d r o l o g i c connections 

between freshwater sources i n t h i s area and the i n j e c t i o n 

f o r m a t i o n , i n j e c t i o n i n t e r v a l s ? 

A. A f t e r reviewing the surface and subsurface 

geology f o r two miles w i t h i n and around the proposed u n i t 

area, I found no evidence of f a u l t i n g i n the area which 

might provide a conduit between the i n j e c t i o n i n t e r v a l s and 

any freshwater sources. 

Q. Were E x h i b i t s 10 through 19 prepared by you or 

under your d i r e c t i o n ? 

A. Yes, they were. 

Q. And i n your opinion, are the g r a n t i n g of Exxon's 

A p p l i c a t i o n s i n the i n t e r e s t s of conservation, the 

prev e n t i o n of waste and the p r o t e c t i o n of c o r r e l a t i v e 

r i g h t s ? 

A. Yes. 

MR. BRUCE: Mr. Examiner, a t t h i s time I ' d move 

the admission of Exxon E x h i b i t s 10 through 19. 

EXAMINER STOGNER: Are there any objecti o n s ? 

MR. KELLAHIN: No o b j e c t i o n . 

EXAMINER STOGNER: E x h i b i t s 10 through 19 w i l l be 

admitted i n t o evidence a t t h i s time. 

Are you passing the witness a t t h i s time, Mr. 

Bruce? 

MR. BRUCE: Yes, s i r . 
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EXAMINER STOGNER: Mr. Carr, your witness. 

MR. CARR: I have no questions of t h i s witness. 

EXAMINER STOGNER: Thank you, Mr. Carr. 

Mr. K e l l a h i n , your witness. 

MR. KELLAHIN: Thank you, Mr. Examiner. 

EXAMINER STOGNER: Do you need a l i t t l e b i t of 

time, s i r ? 

MR. KELLAHIN: No, s i r , I'm j u s t l o o k i n g f o r the 

reference i n E x h i b i t 10. 

CROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. C a n t r e l l , l e t ' s focus on the upper r e s e r v o i r 

of the Cherry Canyon. There's a p o r t i o n of Volume I , 

E x h i b i t 10, and i t ' s i n the E s e c t i o n — 

A. Okay. 

EXAMINER STOGNER: Which section? 

MR. KELLAHIN: I t ' s i n E. 

EXAMINER STOGNER: E? 

THE WITNESS: I t says "Mapping and Volumetrics"? 

MR. KELLAHIN: Yes, s i r , i t says "Mapping and 

Volumetrics", Section E. 

The n a r r a t i v e t h a t ' s contained i n t h i s geologic 

p o r t i o n of the work, does t h a t represent your work product? 

A. The n a r r a t i v e p a r t — Yes, i t does. Not a l l of 

the t a b l e s do, however. 
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Q. A l l r i g h t , s i r . I f y o u ' l l t u r n — Some of the 

numbering i s a l i t t l e confusing u n t i l you work w i t h the 

books a l i t t l e b i t , so bear w i t h me. 

A. Okay. 

Q. I f y o u ' l l t u r n i n the n a r r a t i v e t e x t , t u r n t o 

where the bottom of the page i s numbered E-4 and the next 

page i s E-5. You've got a n a r r a t i v e p r e s e n t a t i o n t h a t 

deals w i t h the Upper Cherry Canyon. Are you w i t h me? 

A. Uh-huh. 

Q. Okay. Now, you can — Independently of what you 

have t e s t i f i e d t o , you could read t h i s and get your 

geologic conclusion about the Upper Cherry Canyon? 

A. I n general, yes. 

Q. A l l r i g h t , s i r . Are there any statements i n t h i s 

p a r t of the n a r r a t i v e w i t h which you now have disagreement? 

A. I ' d have t o review t h i s a t t h i s p o i n t . This 

r e p o r t came out i n 1992. I t h i n k i n general the geologic 

model has not changed since then. 

Q. A l l r i g h t . Since August of 1992, have you 

changed any of the m a t e r i a l geologic components i n e i t h e r 

of these two p a r t s t o E x h i b i t 10? 

A. I don't believe so. 

Q. A l l r i g h t . When we work w i t h the n a r r a t i v e , then 

we can go t o the map book, which i s Volume I I , and l e t ' s 

f o l l o w how you have constructed the geometry and the 
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a r c h i t e c t u r e of the upper r e s e r v o i r , and l e t ' s s t a r t — 

I ' l l simply take the sequence t h a t you have chosen i n the 

n a r r a t i v e . 

I n l o o k i n g a t the Upper Cherry Canyon, the f i r s t 

component of the ana l y s i s deals w i t h maps 15 through 18. 

Here you're attempting t o deal from a gross t o a net — 

A. Correct. 

Q. — get a net thickness based upon some p o r o s i t y 

c u t o f f and other components t o der i v e maps 15 through 18, 

a l l r i g h t ? 

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

Q. Okay. As we b u i l d the maps f o r the upper 

r e s e r v o i r , t u r n t o Map 18 and describe f o r me how t h i s 

p o r o s i t y thickness map f i t s i n . 

Now, I want t o have you help me. The o r i e n t a t i o n 

as I see you present i t i s a d i f f e r e n c e between what you 

see i n the southeastern p a r t of the r e s e r v o i r , moving i n t o 

the northwest. 

A. Right. 

Q. That's the o r i e n t a t i o n ? 

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

Q. A l l r i g h t . When we s t a r t i n the southeast p a r t 

of the r e s e r v o i r , then, i n the Upper Cherry Canyon — 

A. Right. 

Q. — using Map 18 — 
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A. Right. 

Q. — take me from t h a t p o i n t up northwest and show 

me what happens t o p o r o s i t y thickness. 

A. Okay. Well, b a s i c a l l y i t runs -- That cross-

s e c t i o n runs from the southeast corner of Section 25 across 

Section 31, down i n t o — what i s i t ? — Section 32 t h e r e . 

So, you know, the p o i n t I was making before about 

how net t h i c k n e s s , p o r o s i t y t hickness, i f you wish t o 

consider t h a t parameter, i s g r e a t e r , you have more porous 

sand i n t h i s southeastern and c e n t r a l p o r t i o n of the f i e l d 

than you do as you move updip, as you move toward t h a t 

s h e l f margin we described e a r l i e r . 

Q. I n t h i s r e s e r v o i r , when you d e a l t w i t h the net 

p o r o s i t y thickness, I t h i n k i t was a 10-percent c u t o f f ? 

A. That's r i g h t . 

Q. A l l r i g h t , generalize f o r me what happens t o t h a t 

net p o r o s i t y thickness. I t moves from a general range of 

net i n the southeast up t o what l e v e l of net p o r o s i t y 

t h ickness i n the northwest? 

A. Well, you can see f o r y o u r s e l f on the map. I ' l l 

j u s t read o f f f o r you some t y p i c a l values. 

You know, i n the — What? The southwestern 

p o r t i o n of Section 31, I'm seeing values on the order of 

30, i n terms of f e e t of p o r o s i t y t hickness. 

Moving across Section 31, on the order of — I 
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don't know, 2 5 t o 20, on average, I guess. 

And then by the time you move on over, across, 

onto the northeast th e r e , the southeastern corner of 

Section 25, p o r o s i t y thickness i s g e t t i n g down i n t o the 

order of e i g h t t o t e n f e e t . 

Q. Okay. Stop f o r a moment and p i c k up the type 

l o g . I've l o s t t r a c k of the e x h i b i t number, but i t ' s — 

A. Okay. 

Q. — i t ' s the l i t t l e type l o g t h a t you have. 

A. Right, t h a t i s E x h i b i t 13. 

Q. I want t o make sure the Examiner understands the 

nomenclature, i s what I'm d r i v i n g a t here. 

When we look a t Map 18 and we're l o o k i n g a t a net 

p o r o s i t y t hickness, we have a top and a bottom t o the 

i n t e r v a l being mapped? 

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

Q. Using E x h i b i t 13, f o r purposes of Map 18, 

describe f o r us the i n t e r v a l t h a t ' s being mapped. 

A. I t i s from the — Well, the top of the r e s e r v o i r 

i s s o r t of a combination of the base of the Goat Seep Reef 

and the top of the Upper Cherry Canyon r e s e r v o i r . 

At times, as we noted e a r l i e r , t h a t red surface 

comes down and erodes the green one — okay? — i n which 

case we use the red surface. 

So i t ' s from the top of the Upper Cherry Canyon 
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r e s e r v o i r t o the base of the Upper Cherry Canyon r e s e r v o i r , 

as i t ' s labeled on t h i s e x h i b i t . 

Q. That i s the i n t e r v a l I'm l o o k i n g a t on Map 18? 

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

Q. A l l r i g h t . When you're l o o k i n g a t t h a t i n t e r v a l 

on a given l o g , f o r example, the FV3 — and we have an 

example of i t i n the book, there's a cr o s s - s e c t i o n — 

A. Yeah. 

Q. -- t h a t shows t h a t — how are you determining the 

value by which you have determined the h e i g h t of t h a t 

p o r o s i t y ? 

A. The height of the p o r o s i t y ? I'm not sure what 

you're saying. 

Q. Well, you're counting values, you've got 10-

percent p o r o s i t y c u t o f f on the l o g . 

A. Right, j u s t --

Q. W i t h i n t h i s gross i n t e r v a l , then, you are 

i d e n t i f y i n g a c e r t a i n thickness? 

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

Q. Okay? 

A. Just as you described i t , we apply a p o r o s i t y 

c u t o f f , and a l l p o r o s i t y greater than c u t o f f i s counted on 

a f o o t - b y - f o o t basis. 

Q. A l l r i g h t . That net thickness becomes one of the 

values, then, i n determining under your a n a l y s i s what the 
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d i s t r i b u t i o n of the r e s e r v o i r pore volume i s e v e n t u a l l y 

going t o be? 

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

Q. A l l r i g h t . The next component i s , you have t o 

deal w i t h a w a t e r - s a t u r a t i o n component? 

A. Right. 

Q. And i n order t o get the hydrocarbon pore volume 

d i s t r i b u t i o n , you're going t o take h e i g h t times p o r o s i t y , 

times one minus t h i s water s a t u r a t i o n component? 

A. That's r i g h t . We'll — P o r o s i t y t h i c k n e s s , the 

map we were j u s t l o o k i n g a t , which i s the product of net 

thickness times average p o r o s i t y f o r t h a t i n t e r v a l , gives 

you p o r o s i t y thickness. P o r o s i t y thickness times one minus 

water s a t u r a t i o n gives you hydrocarbon pore volume. 

Q. A l l r i g h t , l e t ' s deal w i t h the water s a t u r a t i o n 

p o r t i o n , then. 

A. Okay. 

Q. I f y o u ' l l look i n the n a r r a t i v e , the next 

paragraph t h a t ' s been prepared r e f e r s you back t o Map 19. 

So l e t ' s t u r n i n the map book and go t o the next map. 

When you d e a l t w i t h water s a t u r a t i o n s i n the 

upper r e s e r v o i r , lead us through a word d e s c r i p t i o n of what 

you are v i s u a l i z i n g when you look a t Map 19 and f o l l o w 

water s a t u r a t i o n values. 

A. Okay. Well, water s a t u r a t i o n values are 
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obviously decreasing as you go from the southeastern 

p o r t i o n of the mapped area t o the northwest. 

Q. Give us a range. When we s t a r t i n the southeast, 

the water s a t u r a t i o n values are i n t h i s 70 percent? 

A. Yeah, 65 t o 70, something l i k e t h a t . 

Q. And by the time we get up i n t o the Premier t r a c t s 

up i n the east h a l f , east h a l f of 25, what does the map 

show you as t o the value? 

A. I'm seeing 40 t o 50 percent. 

Q. I s there a geologic explanation t o the change of 

percentage value and water s a t u r a t i o n ? 

A. To the change i n — 

Q. Yeah, going from 70 up t o 40, 45. 

A. Well, i t ' s decreasing water s a t u r a t i o n . 

Q. Okay. The closure of the r e s e r v o i r — 

A. Right. 

Q. -- describe f o r us what you see i n terms of 

r e s e r v o i r closure t o give us a container i n which t o ho l d 

the hydrocarbons, s t a r t i n g again a t the southeast. 

A. Okay — 

Q. What do you do? 

A. Yeah, again, as I t r i e d t o describe i n my 

testimony — 

MR. BRUCE: Are we t a l k i n g Upper Cherry? 

Q. (By Mr. Ke l l a h i n ) Only Upper Cherry. 
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A. Right. As I t r i e d t o describe i n my testimony, 

there's several components t o the t r a p f o r t h i s r e s e r v o i r . 

One of them i s the s t r u c t u r e . We presented a s t r u c t u r e 

map, okay? And what you see i n the s t r u c t u r e i s b a s i c a l l y 

a s t r u c t u r a l nose, okay? So there's some small c l o s u r e on 

t h a t s t r u c t u r e , but not a whole l o t . At any r a t e , so t h e r e 

i s a s t r u c t u r a l component t o i t . 

But the main t r a p p i n g mechanism i s a l a t e r a l seal 

t o the r e s e r v o i r , and t h a t i s the loss of p o r o s i t y , loss of 

p o r o s i t y thickness as you've j u s t described, from the 

southeast t o the northwest, again owing t o t h i s i n c r e a s i n g 

presence of t i g h t carbonates as you go t o the northwest. 

Q. As you're attempting t o g e o l o g i c a l l y describe the 

cont a i n e r f o r the hydrocarbons, when we look a t the 

southeastern corner, the values t h a t c o n t r o l the 

hydrocarbons i n t h a t southeastern corner of the r e s e r v o i r 

are what, s i r ? 

A. I'm so r r y , I don't understand your question. 

Q. A l l r i g h t . What i s the closure process by which 

the hydrocarbons are not moving f a r t h e r southeast? 

A. Okay, i t ' s j u s t a s t r u c t u r a l c l o s u r e . 

Q. A l l r i g h t . When you go t o the n o r t h and 

northwest, as you've i l l u s t r a t e d , I t h i n k , on the cartoon, 

E x h i b i t 15 — 

A. Right. 
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Q. — when you're moving up i n t o the n o r t h and 

northwest, you have a d i f f e r e n t geologic component — 

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

Q. — by which t o determine what t h a t 

western/northern boundary is? 

A. That's c o r r e c t , a s t r a t i g r a p h i c component, again, 

t h i s updip pinchout of porous b a s i n a l l y r e s t r i c t e d sands 

i n t o t i g h t carbonates. 

Q. As you attempt t o approximate the edge of the 

contain e r on the n o r t h , you're l o o k i n g a t l o g infor m a t i o n ? 

A. Up i n -- Where? 

Q. I n the northwest, i n the Premier t r a c t . 

A. Yeah, i n the Premier t r a c t s , c o r r e c t . 

Q. When you drew the l i n e t h a t shows the p r o d u c t i v e 

l i m i t s of the Upper Cherry Canyon, E x h i b i t 18, what caused 

you t o draw the red l i n e where i t i s w i t h i n the i n t e r i o r of 

the boundary? 

A. I'm sorry? 

Q. E x h i b i t 18 was i n the supplemental package. 

A. Okay. 

Q. The whole u n i t area i s shaded w i t h blue, and then 

superimposed upon t h a t i s the green area w i t h a red border 

t o i t . 

A. And what i s your question? 

Q. The question i s , what i s the r e l a t i o n s h i p t o the 
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l i m i t s of the r e s e r v o i r versus the proven primary 

p r o d u c t i o n l i m i t s as i n f e r r e d on t h i s d isplay? 

A. Well, as I t e s t i f i e d , the l i m i t s of proven 

primary production from t h i s r e s e r v o i r are completely 

enclosed w i t h i n t h i s u n i t o u t l i n e . 

Q. A l l r i g h t . What t e l l s you g e o l o g i c a l l y t h a t 

t h e r e i s not production beyond the red l i n e on the display? 

A. The red l i n e represents nothing g e o l o g i c a l l y . 

The red l i n e simply represents proven primary p r o d u c t i o n . 

I n other words, where i s there production from the Upper 

Cherry Canyon? There's nothing geologic about t h a t l i n e . 

Q. And the Examiner should not take i t t o mean t h a t 

t h a t ' s the l i m i t of production — 

A. Possible — I t ' s the l i m i t s — 

Q. — of possible f u t u r e production? 

A. I t ' s the l i m i t s of primary p r o d u c t i o n . 

Q. And t h a t ' s a l l i t is? 

A. And t h a t ' s a l l i t i s . 

Q. When you're t r y i n g t o determine the western 

boundary of the r e s e r v o i r f o r the container and you're 

l o o k i n g t o decide where t h a t p o r o s i t y stops and you make 

t h a t t r a n s i t i o n i n t o nonproductive rock — I guess i t ' s a 

dolomite a t t h a t p o i n t --

A. For the most p a r t , t h a t ' s c o r r e c t . 

Q. What t e l l s you as a g e o l o g i s t t h a t you're i n t o 
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t h a t t r a n s i t i o n ? 

A. I'm so r r y , can you r e s t a t e your question? 

Q. Yes, s i r . What values or data are you using as a 

g e o l o g i s t t o set the western boundary? 

A. The western boundary of the u n i t ? 

Q. Yes, s i r . 

A. The western boundaries of the u n i t are not r e a l l y 

d e f i n e d on the basis of geologic parameters, although they 

do support the d e f i n i t i o n t h a t we've used. 

As I t e s t i f i e d , the u n i t o u t l i n e was de f i n e d on 

the basis of f i r s t o f f looking at where are t h e r e a c t i v e 

Upper Brushy and Upper Cherry completions, where i s the r e 

c u r r e n t production? 

And from t h a t core of proven primary — c u r r e n t 

primary development, we've extended out one t r a c t , 

b a s i c a l l y , one 40-acre r i n g a l l the way around, f o r the 

reasons t h a t I t e s t i f i e d t o . 

Q. A l l r i g h t . I don't want t o misunderstand you. 

That u n i t boundary does not represent the l i m i t s of the 

r e s e r v o i r ? 

A. What i t — Well, i t does represent the areas of 

highes t o i l s atura- — of highest hydrocarbon pore volume, 

of h i g h e s t net thickness, moveable o i l and so f o r t h . 

So i t does correspond t o the best p a r t s of t h i s 

r e s e r v o i r . 
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Q. When we look a t Map 20, then, you've got the 

Upper Cherry Canyon, you've got your hydrocarbon p o r o s i t y 

t h i c k n e s s map. There are going t o be areas of the 

r e s e r v o i r t o the west t h a t are s t i l l r e s e r v o i r i n the Upper 

Cherry Canyon t h a t are outside the c u r r e n t boundary of the 

u n i t , are there not? 

A. There i s indeed mapped hydrocarbon pore volume 

west of t h a t u n i t boundary, as we've drawn. 

Q. I s the method one where you would c o n s t r u c t a 

cro s s - s e c t i o n using values from east t o west, from 

northwest t o southeast, and then on t h a t c r o s s - s e c t i o n 

you're going t o make a judgment as a g e o l o g i s t as t o where 

between those two c o n t r o l p o i n t s t h i s r e s e r v o i r t h i n s t o 

the p o i n t t h a t you can draw a zero l i n e on your contour 

map? 

A. Again, the zero l i n e , the l i n e t h a t ' s on here, i s 

not g e o l o g i c a l l y defined. I t was more than geology t h a t 

went i n t o d e f i n i n g the r e s e r v o i r or the proposed u n i t area. 

Beyond a c e r t a i n p o i n t , you're only r e l y i n g upon mapped o i l 

i n place, and you're r e a l l y g e t t i n g f a r away from proven 

primary production. 

Q. Remove the dark l i n e from E x h i b i t 20 v i s u a l l y . 

There are values beyond t h a t l i n e t h a t show hydrocarbon 

p o r o s i t y thickness? 

A. That's c o r r e c t . 
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Q. The methodology employed by you and others i s t o 

simply c o n s t r u c t values, e i t h e r i n the way of a cross-

s e c t i o n or otherwise, t o estimate between c o n t r o l p o i n t s 

what happens t o the r e s e r v o i r ? 

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

The p o i n t I would r e f e r you t o , though, again, 

coming back t o primary production, i f you look a t the w e l l s 

t h a t produce from t h i s r e s e r v o i r on the east side — I 

mean, you mentioned the FV3 e a r l i e r . I t has cum'd 5000 

b a r r e l s of o i l . 

There's another w e l l immediately t o the south of 

i t i n the C i t a d e l ZG State Number 1 t h a t has cum'd a l i t t l e 

over 3500 b a r r e l s of o i l and has an estimated u l t i m a t e 

recovery of about 6000. 

So there's more than geology i n the u n i t o u t l i n e , 

i s the p o i n t . 

Q. Having constructed your d e s c r i p t i o n of the 

r e s e r v o i r and reduced i t t o a map, show me i n the book 

where I go t o f i n d the net thickness value a t t r i b u t e d t o 

the FV3 t h a t has been put on the map. There's a t a b l e 

somewhere i n t h i s — 

A. Well, i t — Yeah, i t ' s a c t u a l l y probably 

annotated on the map. We can j u s t look a t t h a t . I'm not 

a t t h i s p o i n t aware of the t a b l e . There may be one i n 

t h e r e . 
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The p o i n t i s , you can read o f f the map what the 

value would be a t t h a t p o i n t . 

Q. And t h a t ' s where I want t o ask you the question. 

When you're working w i t h the logs, how are you mechanically 

— your methodology f o r handling t h a t c o r r e l a t i o n and 

p i c k i n g those values. Has someone taken these logs and 

d i g i t i z e d them f o r usefulness i n terms of computer review, 

and then you've drawn your map from there? Or d i d you 

simply go i n and look a t each l o g on a hands-on basis and 

t r y t o p i c k t h a t p o r o s i t y thickness? 

A. I have t o ask you a question about your question, 

f i r s t o f f . Are you t a l k i n g about the v o l u m e t r i c work, or 

are you t a l k i n g about c o r r e l a t i o n s or — 

Q. I'm t a l k i n g about the v o l u m e t r i c work. 

A. Okay. Yes, the logs — You know, as we mentioned 

i n E x h i b i t 11, I be l i e v e , the s t r a t i g r a p h y summary — 

Q. Twelve. 

A. Twelve, thank you. There are 71 w e l l s out th e r e 

t h a t we had d i g i t a l data f o r i n the f i e l d area. 

Q. A l l r i g h t . Who d i g i t i z e d the logs t h a t were then 

used f o r the r e s t of the review? 

A. A vendor i n Houston, QC Data. 

Q. Okay, you could do t h a t manually, I guess? 

There's another way t o go about i t , r i g h t ? 

A. Exactly. 
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t h a t ? 

A. Right. 

Q. And when I'm looking a t net average water 

s a t u r a t i o n , I'm loo k i n g a t a log-derived value, am I not? 

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

Q. That's not been adjusted or otherwise 

manipulated? This i s your log-derived value? 

A. That's r i g h t . 

Q. How do you — how i s i t — Maybe i t ' s the 

engineer t h a t answers the question. How do you take t h a t 

d i s t r i b u t i o n of p o r o s i t y , the hydrocarbon pore volume 

d i s t r i b u t i o n , and reduce i t t o the value t h a t we t a l k e d 

about w i t h Mr. Thomas i n the spreadsheet t h a t ' s contained 

i n the u n i t agreement? 

A. I'm so r r y , I'm not f a m i l i a r w i t h the spreadsheet 

you're t a l k i n g about. I s i t a reserves statement? I s 

t h a t — 

Q. I n e f f e c t , I t h i n k t h a t ' s where you end up. 

A. Again, t h a t i s — I'm not q u a l i f i e d t o — 

Q. That's an engineering f u n c t i o n t h a t occurred 

a f t e r your work? 

A. Right. 

Q. I f y o u ' l l t u r n t o the map book and i f y o u ' l l go 

past the maps and l e t ' s look a t a cr o s s - s e c t i o n t h e r e , i t ' s 

captioned a t the top, "Avalon (Delaware) F i e l d S t r u c t u r a l 
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Q. A l l r i g h t . Now, we know the thickness value, 

we've got the water s a t u r a t i o n , you have drawn your map of 

the r e s e r v o i r . 

Show me where you have constructed the map t h a t 

gives me the hydrocarbon pore volume d i s t r i b u t i o n f o r the 

Upper Cherry Canyon r e s e r v o i r . 

A. I t ' s the map you were j u s t r e f e r r i n g t o , I 

b e l i e v e . For the Upper Cherry Canyon i t would be Map 20. 

Q. A l l r i g h t . Completing the n a r r a t i v e f o r the E 

s e c t i o n , i f you move behind t h a t there's a s e r i e s of 

e x h i b i t s , and what I want you t o look a t i s E x h i b i t E-5, 

which i s — I'm s o r r y , i t ' s E-4. E-4 i s the summary. 

A. Uh-huh. 

Q. Are you w i t h me? 

A. Uh-huh. 

Q. On the summary of vo l u m e t r i c s , then, what has 

occurred i s , Map 20, someone has gone through and 

planimetered or f i g u r e d out the size of the co n t a i n e r t o 

give you an Upper Cherry Canyon o r i g i n a l o i l i n place value 

of 107 m i l l i o n , a l l r i g h t ? I s t h a t c o r r e c t ? I s t h a t how 

t h a t ' s done? 

A. Yes, t h a t ' s c o r r e c t . I t ' s a l l done i n the 

computer, but e s s e n t i a l l y i t ' s the same process. 

Q. A l l r i g h t . And the values by which o i l i n place, 

then, i s c a l c u l a t e d are l i s t e d on t h i s spreadsheet above 
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Cross-Section 2". 

A. I'm sor r y , I don't have a copy of Volume I I . 

Could I borrow — 

Q. You don't have — I t ' s the map book, Volume I I . 

A. The b i g one there? 

Q. Yes, s i r . I t ' s the c r o s s - s e c t i o n 2. 

EXAMINER STOGNER: What's the headline again? 

Q. (By Mr. Ke l l a h i n ) I t says "Avalon (Delaware) 

F i e l d S t r u c t u r a l Cross-Section 2". 

On the f a r l e f t of the c r o s s - s e c t i o n i t says 

"Northwest". The f i r s t w e l l i s the FV1, the second w e l l i s 

the FV3. The next w e l l i s the C5. 

A. A l l r i g h t . 

Q. Using the shorthand code, I t h i n k j u s t f o r 

convenience's sake, we've reduced some of these 

d e s c r i p t i o n s t o a few l e t t e r s . Let's take the type l o g 

which was shown on E x h i b i t — Was i t 18? The e x h i b i t 

t h a t ' s got the values on --

A. Here i t i s . 

Q. A l l r i g h t , E x h i b i t 13. E x h i b i t 13 has got the 

nomenclature — 

A. Okay. 

Q. — on the type l o g . And f o r reference, i f I ' l l 

s e t t h a t beside t h i s cross-section, when we're l o o k i n g a t 

the Upper Cherry Canyon r e s e r v o i r , on the l o g f o r the FV3 
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show me where we have the top and the bottom of the 

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

A. Okay, the top of the r e s e r v o i r i n the FV3 would 

be the heavy bold black l i n e t h e r e , l a b e l e d "UCH Downlap". 

The base would be the lower heavy bold l i n e l a b e l e d "UCH 

Base". 

Q. I n t h i s instance, the downlap i s not i n close 

p r o x i m i t y t o the base of the Goat Seep? 

A. Correct. 

Q. And you've used the downlap, then, as the upper 

p a r t of the r e s e r v o i r ? 

A. That's r i g h t , e x a c t l y . 

Q. What caused you t o p i c k — or perhaps you d i d n ' t . 

Do you have a geologic explanation as t o why Exxon has the 

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

A. Yes, I mean, there was a surface, and i n t h i s 

e x h i b i t i t ' s labeled the UCH downlap. There was a surface 

t h a t we were mapping across the f i e l d . 

And on a f i e l d w i d e basis, as I s a i d , the surfaces 

were -- t h a t one i n p a r t i c u l a r i s capped by shales, a n t i -

carbonates. I t ' s s o r t of a couplet t h e r e . This appeared 

t o describe the top of the r e s e r v o i r . 

Above t h i s p o i n t , even though t h e r e may indeed be 

porous sands present i n a few w e l l s , t h e r e were no mud l o g 

shows, th e r e was no p e r f o r a t i o n , no pr o d u c t i o n above t h a t 
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p o i n t . 

Q. When we look a t the FV log i t s e l f , what caused 

you t o put the downlap a t t h a t p o i n t , j u s t above the 2600? 

A. At t h i s p o i n t we were going on the presence of a 

limestone shale, limestone couplet — or carbonate 

dolomite, as you were saying. 

Q. Are you reading the gamma-ray t r a c k on the l e f t 

side? 

A. Yeah, t h a t i s the i n t e r p r e t a t i o n we made; when 

i t ' s low gamma ray, we're g e n e r a l l y i n t e r p r e t i n g t h a t i t ' s 

probably a carbonate. 

Q. And because you're l o o k i n g f o r t h i s presence of 

dolomite i n the absence of r e s e r v o i r p o r o s i t y i n the 

western boundary, t h a t ' s the k i n d of t h i n g you look f o r ? 

A. Well, t h a t i s one of the t h i n g s t h a t we look f o r . 

Again, l e t me r e i t e r a t e something I sa i d i n my d i r e c t 

testimony. The c o r r e l a t i o n s here are not n e c e s s a r i l y based 

on a s i n g l e surface or a s i n g l e k i c k or a s i n g l e p o i n t on 

the w e l l l o g . We're looking a t o v e r a l l s t a c k i n g p a t t e r n s 

t h a t occur i n the r e s e r v o i r . 

Q. Well, I understand the p o i n t i s t h a t once you 

make t h i s p i c k you want t o see i f i t f i t s i n t o be l o g i c a l 

w i t h o f f s e t w e l l c o n t r o l and t o have some r e g i o n a l sense t o 

i t ? 

A. That's r i g h t , w i t h o f f s e t w e l l c o n t r o l , as w e l l 
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as what's going on underneath the surface i n t h i s w e l l . 

Now, there's — What i s the r e s t of the s e c t i o n doing? 

What i s the p i c t u r e t h a t emerges from l o o k i n g a t t h a t as 

well ? And how does t h a t t o t a l package, then — you know, 

not only the i n d i v i d u a l l i t t l e p i c k t h a t we made here, but 

the package of events t h a t occurred below t h a t , how does 

t h a t c o r r e l a t e w i t h the o f f s e t wells? 

Q. A l l r i g h t . When you look a t the middle marker 

here, Upper Cherry middle marker t h a t ' s on the l o g here — 

A. Uh-huh. 

Q. — what value on the l o g d i d you use t o t e l l you 

t h a t ' s where i t ought t o be located? 

A. I n general, i t was a high gamma-ray s i g n a t u r e , 

again a t the top of a — you know, a s i g n i f i c a n t s e r i e s of 

markers. 

Q. And then again, the base, how was t h a t determined 

on t h i s log? 

A. Well, the same procedure. The methodology was 

co n s i s t e n t throughout. 

Q. Did you do the a c t u a l work on the FV3 wel l ? 

A. Well, I along w i t h another Exxon g e o s c i e n t i s t . 

MR. KELLAHIN: Thank you, Mr. Examiner, t h a t 

concludes my questions. 

EXAMINER STOGNER: Thank you, Mr. K e l l a h i n . 

Mr. Bruce, any r e d i r e c t ? 
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MR. BRUCE: Mr. Examiner, I have j u s t one p o i n t 

of c l a r i f i c a t i o n . 

REDIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Mr. C a n t r e l l , I t h i n k i f you'd look a t your 

E x h i b i t 18 — Do you have tha t ? 

A. Yes, uh-huh. 

Q. And you've got t h a t red l i n e , the l i m i t of proven 

primary production i n the Upper Cherry Canyon, and you 

r e f e r r e d t o a couple of w e l l s , the FV3 and the ZG1. Let's 

i d e n t i f y those f o r the Examiner. 

Now, l e t ' s — The Premier t r a c t i s the t r a c t i n 

the northwest corner of the u n i t ; i s t h a t c o r r e c t ? The 

sections aren't numbered, but i t ' s the east h a l f , east h a l f 

of Section 25? 

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

Q. And the Premier w e l l you were t a l k i n g about, the 

FV3 — 

A. Right. 

Q. - - i s i n the southeast q u a r t e r , southeast q u a r t e r 

of t h a t section? 

A. That's r i g h t , i t ' s i n the extreme southeastern 

corner of t h a t s e c t i o n . 

Q. And then immediately below t h a t i s the Yates ZG1 

w e l l ; i s t h a t c o r r e c t — 
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A. That's c o r r e c t . 

Q. — i n the northeast q u a r t e r , northeast q u a r t e r of 

Section 36? 

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

Q. And once again, what are the primary p r o d u c t i o n 

f i g u r e s on those two wells? 

A. The FV3 w e l l , the Premier w e l l , has a t o t a l 

cumulative production of 5100 b a r r e l s of o i l . 

The ZG1 a t t h i s p o i n t — w e l l , the l a s t 

p r o d u c t i o n data I have i s as of A p r i l , had a t o t a l 

cumulative production of a l i t t l e over 3600 b a r r e l s of o i l , 

on i t s way t o what we estimate an u l t i m a t e recovery f o r 

t h a t w e l l t o be, about 6000 b a r r e l s . 

Q. And those w e l l s have no Upper Brushy Canyon 

production? 

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

Q. I t ' s s o l e l y Upper Cherry Canyon production? 

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

Q. So they appear t o be c o r r e l a t i v e wells? 

A. Right, analogous, g e o l o g i c a l l y analogous. 

Q. Okay. And there's no proven p r o d u c t i o n t o the 

west of t h a t from t h i s zone? 

A. From t h i s zone, t h a t ' s c o r r e c t . 

MR. BRUCE: Nothing f u r t h e r , Mr. Examiner. 

EXAMINER STOGNER: Thank you, Mr. Bruce. 
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I don't b e l i e v e I have any f u r t h e r questions of 

Mr. C a n t r e l l a t t h i s time. He may be excused, unless 

there's anything f u r t h e r . 

MR. BRUCE: Nothing of Mr. C a n t r e l l a t t h i s time. 

There i s a chance I may r e c a l l him as a r e b u t t a l witness. 

EXAMINER STOGNER: Okay, a t t h i s time l e t ' s take 

a 10-, 15-minute recess. 

(Thereupon, a recess was taken a t 1:57 p.m.) 

(The f o l l o w i n g proceedings had a t 2:18 p.m.) 

EXAMINER STOGNER: Hearing w i l l come t o order. 

Mr. Bruce? 

GILBERT G. BEUHLER. 

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

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

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Would you please s t a t e your name and c i t y of 

residence? 

A. G i l b e r t Beuhler, from Houston, Texas. 

Q. What i s your occupation and by whom are you 

employed? 

A. I'm a r e s e r v o i r engineer w i t h Exxon Corporation. 

Q. Would you please describe your educational and 

employment background? 

A. Yeah, I have a bachelor's of science i n petroleum 
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engineering from the U n i v e r s i t y of Kansas. I've been 

employed by Exxon f o r 12 years. I have several years' 

experience i n operations of many Permian Basin f i e l d s , and 

I've had r e s p o n s i b i l i t y i n areas such as d r i l l i n g , 

workovers, f o r e c a s t i n g f i e l d p r o duction, economics and 

such. I've also had several years' experience i n p r o p e r t y 

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

performance and f u t u r e value. 

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

as a r e s e r v o i r engineer? 

A. Yes, I have, and I've also t e s t i f i e d a number of 

times before the Texas Railroad Commission i n Permian Basin 

cases. 

Q. Would you please describe your involvement i n the 

proposed Avalon-Delaware u n i t ? 

A. I've worked Avalon since October of 1989. I 

a s s i s t e d i n the preparation of the t e c h n i c a l r e p o r t which 

was used as the basis f o r u n i t e q u i t y . 

My r e s p o n s i b i l i t i e s have included a n a l y z i n g f i e l d 

performance using data such as h i s t o r i c a l p r o d u c t i o n , f l u i d 

data, s p e c i a l core analysis and bottomhole pressures. 

I was p a r t of the engineering team re s p o n s i b l e 

f o r analyzing the f i e l d performance and determining the 

optimum f u t u r e f i e l d development of Avalon. This included 

r e s e r v o i r s i m u l a t i o n and h i s t o r y matching of past w e l l and 
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f i e l d performance. 

I was also the engineer responsible f o r the 

approval and anal y s i s of the Yates C Federal Number 36, 

which was a w e l l d r i l l e d i n the Avalon f i e l d i n 1990, which 

gathered extensive data used i n the development of the 

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

And I'm c u r r e n t l y responsible f o r f i e l d 

performance p r e d i c t i o n s and economic a n a l y s i s . 

MR. BRUCE: Mr. Examiner, I tender Mr. Beuhler as 

an expert engineer. 

EXAMINER STOGNER: Are the r e any obje c t i o n s ? 

MR. KELLAHIN: No o b j e c t i o n . 

EXAMINER STOGNER: Mr. Beuhler i s so q u a l i f i e d . 

Q. (By Mr. Bruce) Mr. Beuhler, r e f e r r i n g t o 

E x h i b i t s 20 and 21, w i l l you please describe the h i s t o r y of 

the Avalon-Delaware Pool? 

A. Okay. E x h i b i t 20 i s a p l a t of the u n i t . I t 

i n d i c a t e s development of the pool. 

The f i r s t completion and commercial p r o d u c t i o n 

w i t h i n the proposed u n i t area occurred i n December of 1983. 

There have been 37 completions w i t h i n the u n i t i z e d — 

proposed u n i t i z e d formation, a l l on 40-acre spacing. 

The c u r r e n t status w i t h i n the u n i t area, proposed 

u n i t area, i s 2 5 a c t i v e producers and thre e a c t i v e water 

d i s p o s a l w e l l s . 
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And l e t me note some of the t h i n g s on t h i s p l o t 

t o k i n d of get you o r i e n t e d . 

The proposed u n i t area i s the s o l i d l i n e around 

i t , and we have noted the various operators. There's 

c u r r e n t l y f o u r operators. They're l i n e d out, and the 

var i o u s acreage operated i s shown i n d i f f e r e n t c o l o r s w i t h 

Exxon being i n yellow, Yates being i n green, Premier being 

i n k i n d of t h a t l i g h t s t i p p l e d blue, and MWJ i n t h a t l i g h t 

s t i p p l e d red. 

Also note t h a t green 8 0-acre Yates-operated t r a c t 

over on the west side of the f i e l d . 

The w e l l s t h a t have completed i n the Delaware 

w i t h i n the proposed u n i t area are shown as black dots. 

These would be w e l l s t h a t would be owned by the u n i t . 

Current i n j e c t o r s are shown w i t h black dots w i t h the arrow 

through them, and then other associated w e l l s are shown as 

open dots. 

Turn t o E x h i b i t 21, the next e x h i b i t . I t ' s a 

p l o t of h i s t o r i c a l production of o i l , gas and water f o r a l l 

u n i t w e l l s , and l e t me describe i t f o r you. 

I t ' s a p l o t of l o g r a t e versus time. O i l 

pr o d u c t i o n i n b a r r e l s of o i l per day i s shown as a s o l i d 

green l i n e . Gas production i n MCF per day i s shown as a 

s o l i d red l i n e . And then water prod u c t i o n i s the blue 

l i n e . 
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The — I t ' s on a semi-log scale from 100 t o 

10,000 on r a t e . 

O i l production reached a maximum i n J u l y of 1984 

a t 1760 b a r r e l s a day — t h a t ' s t h a t peak you see i n 1984 

a f t e r which production began a primary d e c l i n e . 

Due t o workovers and s p e c i a l pool r u l e s , 

p r o d u c t i o n d e c l i n e was m i t i g a t e d f o r a w h i l e i n the e a r l y 

1990s. That's t h a t r i s e you see i n o i l p r o d u c t i o n t h e r e . 

T h e r e a f t e r , production has declined a t approximately a 20-

percent r a t e . 

The larg e production drop t h a t occurred i n 1994 

i s due t o the s h u t - i n of two w e l l s i n order t o make up some 

overproduction. 

Cumulative production through January of 1995 was 

3.4 m i l l i o n b a r r e l s . 

Q. Would you describe the d i s t r i b u t i o n of pr o d u c t i o n 

from the pool? And I r e f e r you t o your E x h i b i t 22. 

A. Yeah, E x h i b i t 22 i s a map of the primary 

p r o d u c t i o n d i s t r i b u t i o n . I t ' s — Well, i t ' s j u s t l i k e 

E x h i b i t 2 0 as f a r as showing the proposed u n i t area and the 

operators colored i n . 

But now each w e l l l o c a t i o n i s shown as a p i e 

diagram, and the size of the p i e i s the w e l l ' s primary 

estimated u l t i m a t e recovery. The various s l i c e s are shown 

on the legend. The cumulative production t o 1-1-93 i s 
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shown as the red p a r t of the p i e . The p r o d u c t i o n t h a t has 

occurred between 1-1-9 3 and 1-1-95 i s shown as yellow. And 

the remaining primary reserves from decline-curve a n a l y s i s 

i s shown as the green p a r t . 

Note the area of s i g n i f i c a n t primary p r o d u c t i o n . 

I t ' s about a 1000 acres there i n the c e n t r a l p a r t of the 

proposed u n i t . 

About three-quarters of the p r o d u c t i o n has 

occurred on Exxon-operated leases, and over 99 percent of 

the t o t a l production has occurred on Exxon and Yates-

operated leases. 

Q. What i s the d r i v e mechanism i n the pool? 

A. The d r i v e mechanism i s a s o l u t i o n gas d r i v e . 

Current GOR i s about 3000. Reservoir pressure has d e c l i n e d 

from i n i t i a l pressure of 1195 p . s . i . i n the Upper Cherry 

and 1579 i n the Upper Brushy, t o an estimated pressure of 

about 1000 p . s . i . i n both zones. 

Q. I s the u n i t area i n an advanced s t a t e of 

d e p l e t i o n w i t h respect t o primary production? 

A. Yes. Turn t o E x h i b i t 23. This i s a p l o t of 

h i s t o r i c a l production r a t e , o i l r a t e per a c t i v e producer 

and GOR. 

Once again, i t ' s on time, 1983 t o 1995, semi-log 

p l o t . The green curve i s as before, i t ' s b a r r e l s per day 

from proposed u n i t w e l l s , now showing g a s - o i l r a t i o as the 
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red l i n e i n standard cubic f e e t per b a r r e l . 

And i f you take the o i l i n b a r r e l s per day and 

d i v i d e by the a c t i v e producer, you get the pu r p l e l i n e , 

which i s b a r r e l s per day per producer. 

Production o v e r a l l has decl i n e d from over 1700 

b a r r e l s a day down t o the c u r r e n t approximately 4 00 b a r r e l s 

a day, and o i l r a t e per a c t i v e producer has d e c l i n e d from a 

peak of about 60 b a r r e l s a day down t o the c u r r e n t 18 

b a r r e l s a day, w h i l e the GOR has increased from 600 t o 

about 3 000. 

Note t h a t the s o l u t i o n GOR i s approximately 4 00, 

which means t h a t the r e s e r v o i r i s below bubble p o i n t and 

producing f r e e gas, which can cause o i l v i s c o s i t y t o 

increase and f u t u r e w a t e r f l o o d recovery t o p o t e n t i a l l y 

decrease due t o the incr e a s i n g m o b i l i t y r a t i o . 

Turning t o E x h i b i t 24, t h i s i s a p l o t of o i l r a t e 

versus cumulative o i l . The green curve i s b a r r e l s of o i l 

per day, as shown on the Y a x i s . But now ins t e a d of 

p l o t t i n g versus time, I'm p l o t t i n g versus cumulative o i l 

p r o d u c t i o n i n thousands of b a r r e l s . 

So j u s t p i c k a number. That 3000 i n the middle 

would represent 3 m i l l i o n b a r r e l s from the u n i t . 

Note t h a t the s o l i d l i n e , v e r t i c a l l i n e s p l i t s 

h i s t o r i c a l and f u t u r e p r o j e c t i o n . That f u t u r e p r o j e c t i o n 

was based on r e s e r v o i r modeling and d e c l i n e curve a n a l y s i s . 
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Cumulative production, as noted before, through 

January of 1995, was 3.4 m i l l i o n b a r r e l s . You can see 

where i t s l i c e s the X axis t h e r e . 

And the f i e l d i s a t an advanced stage of primary 

d e p l e t i o n w i t h the remaining reserves of continued 

operations of 800,000 b a r r e l s , and t h a t ' s noted underneath 

t h a t p r o j e c t i o n , which i s the dot-dashed green l i n e . 

With a t o t a l EUR of 4.2 m i l l i o n b a r r e l s , the 

f i e l d i s over 80-percent depleted. 

Q. Has the p o r t i o n of the pool which you propose t o 

u n i t i z e been adequately defined by development? 

A. Yes, i t has. 

Q. And i s the p o r t i o n of the pool being u n i t i z e d 

s u i t a b l e f o r u n i t i z a t i o n and waterflooding? 

A. Yes. 

Q. R e f e r r i n g t o your E x h i b i t 25, what i n j e c t i o n 

p a t t e r n do you propose t o use f o r the waterflood? 

A. Okay, E x h i b i t 2 5 i s a p l a t showing the planned 

development f o r implementation of a w a t e r f l o o d i n the 

Avalon f i e l d . 

Location of the i n i t i a l water i n j e c t i o n s are 

shown, and as on the legend they're shown i n the open 

c i r c l e s w i t h arrows through them. 

Just t o b r i e f l y describe the r e s t of the p l o t , 

the proposed u n i t area i s now shown i n the l i g h t blue, and 
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then the c u r r e n t w e l l s are shown i n dark green, s o l i d 

green, w i t h other w e l l s t h a t would not be used d u r i n g the 

w a t e r f l o o d but be a v a i l a b l e f o r f u t u r e use as open c i r c l e s . 

As I noted, the w e l l s t h a t would be used f o r 

i n j e c t i o n are shown by the blue open c i r c l e s , w i t h one 

proposed conversion as a s o l i d blue c i r c l e w i t h the arrow 

through i t , and the p a t t e r n l i n e s are drawn i n . 

The proposed p a t t e r n would be a 40-acre i n v e r t e d 

f i v e s p o t , and there would be 19 i n j e c t o r s , 27 producers, 

one s a l t w a t e r disposal w e l l and three water-supply w e l l s . 

Under "Scope" n o t i c e t h a t — Of course, we would 

also be i n s t a l l i n g w a t e r - t r e a t i n g and - i n j e c t i o n 

f a c i l i t i e s , and we estimate we could s t a r t two months a f t e r 

the u n i t i s approved. 

Q. How d i d you p r o j e c t reserves t o be recovered by 

the w a t e r f l o o d and by the p o t e n t i a l C02 flood? And I would 

r e f e r you t o your E x h i b i t 26. 

A. Okay, E x h i b i t 26 summarizes the methodology t h a t 

we use t o p r e d i c t f u t u r e f i e l d performance a t Avalon. 

The geologic model r e s u l t s are combined w i t h 

f l u i d p r o p e r t i e s and development plan and are used w i t h a 

numerical si m u l a t o r t o p r e d i c t f u t u r e f l o w streams and 

reserves. 

On the f i r s t b u l l e t t h e r e , "From the Geologic 

Model", we use i t t o b u i l d the l a y e r i n g model and 
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v o l u m e t r i c s used i n the s i m u l a t i o n . 

Second b u l l e t down, the numerical s i m u l a t o r we 

used i s a three-phase two-dimension s i m u l a t o r t h a t used 312 

g r i d b l o c k s f o r ten acres. 

Several c a l i b r a t i o n s were performed, and we 

c a l i b r a t e d w i t h a c t u a l f i e l d performance a v a i l a b l e , such as 

cumulative o i l , gas, water, o i l r a t e , water c u t , GOR, 

t h i n g s l i k e t h a t . 

Future primary p r e d i c t i o n , continued operations, 

was checked by w e l l and f i e l d d e c l i n e curve a n a l y s i s . That 

also p r e d i c t e d the 4.2 m i l l i o n b a r r e l s of EUR I noted 

before. 

The model agreed q u i t e c l o s e l y w i t h h i s t o r i c a l 

p r o d u c t i o n and decline-curve a n a l y s i s . We used t h i s model, 

note on the l a s t dot, t o p r e d i c t continued operations, 

w a t e r f l o o d and C02 recoveries. 

Q. Does the close match you mentioned help v e r i f y 

Exxon's geologic model? 

A. Yes, i t does. 

Q. Let's move on t o your E x h i b i t 27, and would you 

discuss the p r e d i c t e d u n i t performance under w a t e r f l o o d 

c o n d i t i o n s ? 

A. Okay, E x h i b i t 27 i s a p l o t of the p r o j e c t e d 

p r o d u c t i o n f o r the u n i t under continued operations and 

w a t e r f l o o d i n g . Now, I'm showing produ c t i o n r a t e versus 
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time f o r the next, i n e f f e c t , 25 years, from 1980 through 

the year 2 020. 

Production i n b a r r e l s of o i l per day i s p l o t t e d 

on the Y axis t h e r e . The c u r r e n t date i s designated w i t h a 

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

The cum production i s shown as the s o l i d green l i n e , the 

3.4 m i l l i o n b a r r e l s I noted before. The continued 

operations estimate of .8 m i l l i o n b a r r e l s i s shown by the 

dash-dot, long-dot-short-dot, green l i n e . And then the 

w a t e r f l o o d p r e d i c t i o n i s shown as the s o l i d blue l i n e . 

The w a t e r f l o o d reserves would extend the l i f e by 

over 50 years and y i e l d reserves of 8.2 m i l l i o n b a r r e l s , 

which i s over 10 times the reserves t h a t would be recovered 

w i t h o u t the p r o j e c t . 

Q. You mean the remaining reserves i n the — 

A. Remaining, yeah, s o r r y , remaining — continued 

o p e r a t i o n . 

Q. What i s E x h i b i t 28? 

A. Okay, given the amount of o i l i place and the 

high i n i t i a l water s a t u r a t i o n we've seen a t Avalon, we do 

f e e l t h e r e i s p o t e n t i a l f o r a m i s c i b l e C02 f l o o d i n the 

f u t u r e , and E x h i b i t 28 does show a p o t e n t i a l development 

plan f o r implementation of a C 0 2 - i n j e c t i o n p r o j e c t . 

As noted, the map i s p r e t t y much the same as 

before w i t h the wa t e r f l o o d proposal, except f o r now we've 
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added the black t r i a n g l e s , which would be proposed C02 

phase i n j e c t o r s . 

The p a t t e r n would not change from the w a t e r f l o o d 

We'd s t i l l use a 40-acre i n v e r t e d f i v e s p o t . The 

development would add 18 new p a t t e r n s , e f f e c t i v e l y doubling 

the s i z e of the developed area, and would encompass 37 

p a t t e r n s w i t h 37 C02 i n j e c t o r s , 55 producers, one s a l t w a t e r 

d i s p o s a l w e l l and one water-supply w e l l . 

The e a r l i e s t we could s t a r t would be 1999, and 

the issue t h e r e i s , we need t o w a i t u n t i l we have a t t a i n e d 

m i s c i b i l i t y pressure f o r C02 and reduced gas s a t u r a t i o n . 

That takes a t l e a s t three years. 

Also, we need t o run i n j e c t i v i t y t e s t s . That's a 

key parameter f o r the running of a C02 p r o j e c t . 

And of course i t would be contingent upon 

p r e d i c t i o n of o i l p r i c e s at the time. 

Q. What i s E x h i b i t 29? 

A. Okay, E x h i b i t 29 i s a p l o t of the f i e l d 

performance, w i t h a C02 f l o o d implemented as shown on the 

previous development map. 

The flow streams shown are determined using the 

same methodology t h a t were discussed before, both primary 

and w a t e r f l o o d i n g . 

The map — The p l o t i s p r e t t y much the same as 

before, except f o r now we've added the s o l i d red l i n e , 
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which would be a f u t u r e C02 reserve fl o w stream p r e d i c t i o n . 

And the p r o j e c t l i f e i s very long; i t would be over 60 

years. But the reserve t a r g e t i s l a r g e , 39.9 m i l l i o n 

b a r r e l s , versus the 9 m i l l i o n t h a t are estimated f o r 

remaining primary and w a t e r f l o o d i n g . 

Q. Now, you've already touched on t h i s a l i t t l e b i t , 

Mr. Beuhler, but I ' d l i k e you t o r e i t e r a t e . 

What about the carbon d i o x i d e f l o o d p o t e n t i a l ? 

Why aren't the working i n t e r e s t owners making a commitment 

today, i n 1995, t o go forward w i t h t h a t aspect of the 

p r o j ect? 

A. Yeah, I d i d touch upon t h i s a l i t t l e b i t before. 

But here's — They key t h i n g i s , we need t o analyze what we 

do e a r l y on i n the wat e r f l o o d . We need t o analyze the 

d r i l l w e l l data, the wa t e r f l o o d -- e a r l y w a t e r f l o o d 

performance data. Like I sa i d , do a C02 i n j e c t i v i t y t e s t ; 

t h a t ' s a key economic parameter, c e r t a i n l y . And make sure 

we have achieved C02 m i s c i b i l i t y pressure and reduced the 

gas s a t u r a t i o n . Like I sa i d , i t would take a t l e a s t t h r e e 

years from when water i n j e c t i o n begins t o do t h a t . 

At t h a t time the working i n t e r e s t owners must 

then review many f a c t o r s , of course, i n c l u d i n g p r e d i c t e d 

o i l p r i c e s , i n order t o determine whether t o proceed w i t h 

the C02 f l o o d . The c a p i t a l investment f o r a C02 f l o o d 

p r o j e c t could exceed $70 m i l l i o n , and t h e r e f o r e the 
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d e c i s i o n on whether or not t o proceed must be made very 

c a r e f u l l y . 

Q. With respect t o the w a t e r f l o o d alone, what 

a d d i t i o n a l f a c i l i t i e s w i l l Exxon need t o i n s t a l l f o r the 

u n i t ? 

A. I t w i l l need t o i n s t a l l f a c i l i t i e s necessary f o r 

the treatment of produced water, of supply and make-up 

water and the i n j e c t i o n of both. 

Q. R e f e r r i n g t o your E x h i b i t 30, would you discuss 

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

A. Okay, i n E x h i b i t 30 I have a summary of estimated 

incremental w a t e r f l o o d p r o j e c t economics. Note the 

assumptions I'm using. 

I'm assuming the e n t i r e u n i t , 100 percent of the 

working i n t e r e s t , w i t h an average 80-percent net-to-gross 

t h e r e . 

Product p r i c i n g assumptions are shown. I'm using 

o i l a t $17.10 a b a r r e l , escalated a t 5.4 percent a year, 

and gas a t $1.50 a thousand, escalated a t 6.1 percent a 

year. 

The c a p i t a l investments f o r the p r o j e c t would be 

$14,400,000. As noted before, the incremental reserves 

received from t h a t investment are 8.2 m i l l i o n b a r r e l s . 

At the i n i t i a l p r i c e shown of $17.10, these 

incremental reserves w i l l generate approximately $140 
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m i l l i o n of revenue t o the pool. 

The present worth of the f u t u r e p r o f i t , 

discounted a t 10 percent, i s $21,500,000 worth of payout i n 

f i v e years and a discounted r a t e of r e t u r n of 30 percent. 

Q. W i l l the o i l and gas recovered by u n i t operations 

exceed the u n i t costs plus a reasonable p r o f i t ? 

A. Yes. 

Q. And what i s the estimated l i f e of the waterflood? 

A. About 50 years. 

Q. I s the p r o j e c t area so depleted t h a t i t ' s prudent 

t o apply an enhanced recovery program a t t h i s time? 

A. Yes, i t i s . 

Q. And i s the w a t e r f l o o d A p p l i c a t i o n economically 

and t e c h n i c a l l y f e a s i b l e , i n your opinion? 

A. Yes. 

Q. W i l l w a t e r f l o o d operations i n t h i s p o r t i o n of the 

pool prevent waste? 

A. Yes. 

Q. W i l l the operations r e s u l t , w i t h reasonable 

p r o b a b i l i t y , i n the increased recovery of more 

hydrocarbons, s u b s t a n t i a l l y more hydrocarbons, from the 

pool than would otherwise be recovered? 

A. Yes. 

Q. W i l l the u n i t i z a t i o n and secondary recovery 

b e n e f i t the working i n t e r e s t owners and the r o y a l t y 
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owners — 

A. Yes. 

Q. — w i t h i n the pool included i n the u n i t area? 

A. Yes. 

Q. Now, as a p o r t i o n of t h i s A p p l i c a t i o n , Mr. 

Beuhler, you've requested some unorthodox w e l l l o c a t i o n s . 

What i s E x h i b i t 31? 

A. E x h i b i t 31 i s a l i s t i n g of the w e l l s f o r which we 

seek unorthodox l o c a t i o n s . These w e l l s would be d r i l l e d as 

producers but w i l l probably produce f o r less than 12 months 

i f they are produced. They w i l l then be converted t o water 

i n j e c t i o n f o r the wat e r f l o o d . 

Q. Let's move on t o the i n j e c t i o n p o r t i o n of your 

A p p l i c a t i o n . What i s E x h i b i t 32? 

A. Okay, 32 i s the NMOCD form C-108, and i t s 

attachments, which was submitted w i t h our A p p l i c a t i o n . 

Q. Okay. Would you please discuss the proposed 

water i n j e c t o r s ? 

A. Yeah, as I noted before, one proposed i n j e c t o r i s 

c u r r e n t l y producing and w i l l r e q u i r e conversion t o water 

i n j e c t i o n . I t s w e l l data sheet i s shown on page number 4. 

The page numbers are i n the upper r i g h t , probably i n pen, 

upper r i g h t t h e r e . And i t s wellbore sketch i s on page 

number 5. That's the one conversion. 

As t o the new i n j e c t o r s t h a t would be d r i l l e d , a 
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w e l l data sheet f o r a t y p i c a l w e l l i s shown on page 6, and 

a generic schematic of the w e l l s i s given on page 7. 

On each i n j e c t o r , we plan t o i n s t a l l a seal-bore 

assembly, which b a s i c a l l y serves the same f u n c t i o n as a 

packer, w i t h i n 300 f e e t of the top p e r f o r a t i o n and have a 

f l u i d c i r c u l a t e d i n t o the casing t u b i n g annulus. 

New w e l l s w i l l be a c i d i z e d and f r a c ' d d u r i n g 

completion, and a l l wellheads w i l l have pressure gauges 

i n s t a l l e d on the casing t u b i n g annulus. 

Q. Now, keeping E x h i b i t 32 i n f r o n t of you, Mr. 

Beuhler, and also E x h i b i t 33, would you b r i e f l y discuss the 

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

A. Yeah, i f you look a t pages 12 through 15 — I 

guess I can f i n d t h a t — of the C-108, i t contains a 

spreadsheet l i s t of a l l mechanical i n f o r m a t i o n f o r the 

w e l l s i n the area of review, which penetrate the u n i t i z e d 

f o r m a t i o n . 

E x h i b i t 33, the next e x h i b i t , contains the 

c a l c u l a t i o n on top of cement. The top of cement was 

c a l c u l a t e d by e v a l u a t i o n of temperature logs, cement bond 

logs or c a l c u l a t e d from sacks of cement, but most s t r i n g s 

d i d have cement c i r c u l a t e d . 

Q. Are there any plugged-and-abandoned w e l l s i n the 

area of review? 

A. No. 
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Q. And are a l l freshwater zones i s o l a t e d from 

i n j e c t e d f l u i d s i n the area of review? 

A. Yes. 

Q. Are there any freshwater w e l l s i n t h i s area? 

A. Yes, there are. 

Q. Would you r e f e r t o your E x h i b i t 34, discuss i t s 

contents, and would you comment f o r the Examiner whether 

t e s t s have been taken from those wells? 

A. Yes, we have taken samples on two w e l l s . 

E x h i b i t 34, note i t ' s the same proposed u n i t 

area, w i t h a l l the w e l l s shown. 

A l i s t of freshwater w e l l s was obtained from the 

records of the State Engineer, v e r b a l l y from our f i e l d 

employees and from area land owners. 

Four freshwater w e l l s may be a c t i v e i n the area 

of i n t e r e s t . A l l of these w e l l s produce from the R u s t l e r 

f o r m a t i o n , the shallow freshwater zone. 

Two of these w e l l s were sampled, and these w e l l s 

are shown on E x h i b i t 34. The two sampled w e l l s are shown 

as the dark blue diamond. 

Again, none of our i n j e c t i o n water should reach 

these freshwater sources. 

Q. And you mentioned samples. Are those water 

samples E x h i b i t 3 5? 

A. Yeah, those two samples are contained on E x h i b i t 
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35. 

Q. Now, E x h i b i t 35 i s a two-page sheet; mine wasn't 

st a p l e d . 

A. Yeah, i t ' s not stapled. I t ' s two pages, one f o r 

each w e l l . 

Q. What w i l l the i n i t i a l i n j e c t i o n pressure be? 

A. Okay, i n i t i a l l y we w i l l comply w i t h the 

. 2 - p . s . i . - p e r - f o o t surface i n j e c t i o n pressure r e q u i r e d by 

the D i v i s i o n . 

Subsequently, we may seek approval of i n j e c t i o n 

pressures higher than t h i s , v a l i d a t e d w i t h step r a t e t e s t s . 

Q. Okay, and what i s the source of water f o r the 

waterflood? 

A. We'll use produced Delaware water. 

Q. I s the 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 

development of t h i s pool necessary i n order t o e f f e c t i v e l y 

c a r r y on your proposed secondary recovery operations? 

A. Yes. 

Q. And w i l l these operations s u b s t a n t i a l l y increase 

the u l t i m a t e recovery of o i l from t h i s pool? 

A. Yes. 

Q. Now, l e t ' s move on t o the p a r t i c i p a t i o n of 

i n t e r e s t owners i n the u n i t . 

You have reviewed the p a r t i c i p a t i o n formula i n 

the u n i t agreement, Mr. Beuhler? 
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A. Yes. 

Q. And i n your opinion, does the u n i t agreement 

provide f o r a f a i r and e q u i t a b l e plan of u n i t i z a t i o n ? 

A. Yes, i t does. 

Q. Would you review your E x h i b i t 3 6 and describe how 

pr o d u c t i o n w i l l be a l l o c a t e d among the various t r a c t s under 

the u n i t agreement? 

A. Okay, E x h i b i t 36 i s from Section 13 on page 7 of 

the u n i t agreement, which sets out the p a r t i c i p a t i o n 

formula t o be used f o r a l l o c a t i n g p r o d u c t i o n . This formula 

i s based on primary, secondary and t e r t i a r y reserves. 

And as shown on the bottom, the reserve — 

Q. Mr. Beuhler, I t h i n k — Let's look a t E x h i b i t s 3 6 

and 3 7 together. 

A. Okay. 

Q. Thirty-seven i s a c t u a l l y the p a r t i c i p a t i o n 

formula; i s t h a t correct? 

A. Yes, i t i s , t h a t ' s the a c t u a l formula. 

Q. Okay, go ahead w i t h E x h i b i t s 36 and 37 to g e t h e r , 

then. 

A. Right. T h i r t y - s i x denotes by t r a c t t he reserves 

t h a t are used i n the formula t h a t ' s shown on 37. The 

reserve f i g u r e s used are shown there on the bottom. 

For remaining primary, i t ' s 1,192,200 b a r r e l s of 

o i l , as of 1-1-93, as set out by the t e c h n i c a l r e p o r t . 
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The secondary reserves are 8,269,400 b a r r e l s . 

And the t e r t i a r y reserves are 39,883,000 b a r r e l s , 

and they're s p l i t by various t r a c t s . 

These reserves were developed using the 

methodology discussed i n E x h i b i t 2 6 and are c o n s i s t e n t w i t h 

the f u t u r e production flow streams shown. 

Q. And again, these reserve f i g u r e s on E x h i b i t 3 6 

come from the t e c h n i c a l report? 

A. Yes, they do. 

Q. Okay. Did the working i n t e r e s t owners agree t o 

use these numbers? 

A. Yes, we took a b a l l o t i n A p r i l of 1994, and over 

9 0 percent of the working i n t e r e s t owners agreed t o use the 

t e c h n i c a l r e p o r t as the basis f o r u n i t i z a t i o n — 

Q. Okay. 

A. -- w i t h only one percent disagreeing. 

Q. Let's move on, then, t o your E x h i b i t 37, which i s 

the a c t u a l p a r t i c i p a t i o n formula. Would you discuss the 

basis of the p a r t i c i p a t i o n formula? 

A. Yeah, what E x h i b i t 37 does i s , i t shows the 

r a t i o n a l e f o r the p a r t i c i p a t i o n formula proposed i n the 

u n i t agreement. 

The basic framework f o r t h i s formula was o f f e r e d 

by Yates Petroleum. Exxon, w i t h over 8 0 percent of the 

pr o d u c t i o n , had taken the lead i n proposing an e q u i t y 
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formula. There were some i n j e c t i o n s t o the formula 

proposed by Exxon, mostly p e r t a i n i n g t o i t being a two-

phase formula. And i n order t o ensure working i n t e r e s t 

owner p a r t i c i p a t i o n Yates o f f e r e d t o propose a single-phase 

a l t e r n a t i v e , and t h i s e q u i t y formula shown on E x h i b i t 37 i s 

the r e s u l t of t h a t Yates proposal. 

Q. What i s the underlying basis f o r t h i s formula? 

A. The i n t e n t was t o base the formula on recoverable 

o i l and include r i s k , b a s i c a l l y r i s k w i t h economic f a c t o r s . 

I f we go through each piece, primary o i l has the 

lowest r i s k , i t ' s already developed, has e s t a b l i s h e d 

d e c l i n e , has the highest value per b a r r e l since i t has low 

o p e r a t i n g costs and no development costs. While there's a 

f a i r amount of remaining primary reserves, they c o n s t i t u t e 

a small p a r t of the t o t a l u n i t p o t e n t i a l reserves, roughly 

two percent. I t was given a 2 5-percent w e i g h t i n g f a c t o r , 

based on these f a c t o r s . 

Skipping down t o t e r t i a r y , t e r t i a r y reserves are 

by f a r the l a r g e s t p a r t of the p o t e n t i a l recovery, roughly 

80 percent of f u t u r e u n i t production, but they also have 

the h i g h e s t r i s k . I t involves large expansions of the u n i t 

area or developed area, and they are very s e n s i t i v e t o 

f u t u r e p roduction — f u t u r e p r i c i n g — w i t h the long 

p r o j e c t l i f e . 

They also have the lowest value per b a r r e l , given 
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t h a t they have high development and o p e r a t i n g costs. Thus, 

they were given a 25-percent weighting f a c t o r , equal t o the 

primary reserves. 

Secondary reserves are between primary and 

t e r t i a r y , both i n amount and value. But the main o b j e c t i v e 

of the u n i t i s the implementation of the w a t e r f l o o d . 

Secondary reserves also have a r e l a t i v e l y low r i s k w i t h the 

p r o j e c t area encompassing the primary developed area. 

Thus, they were given the highest weighting f a c t o r , 50 

percent. 

And a l l these f a c t o r s are shown on E x h i b i t 37. 

Q. Did any other f a c t o r s enter i n t o t h i s formula? 

A. Yeah, and since i n i t i a l l y only about h a l f the 

u n i t i s being developed, the working i n t e r e s t owners 

thought i t f a i r t o assign a p a r t i c i p a t i o n f a c t o r t o t r a c t s 

on the f r i n g e of the u n i t , t r a c t s w i t h only C02 p o t e n t i a l , 

i n r e t u r n f o r t h e i r acreage being included i n the f u t u r e 

f i e l d development. 

Q. Again, i n your opin i o n i s t h i s formula f a i r ? 

A. Yes, I t h i n k i t i s . 

Q. Could you give us an example? 

A. Well, f o r instance, Exxon c u r r e n t l y has 80 

percent of the c u r r e n t production, but i t s p a r t i c i p a t i o n 

under t h i s formula would be reduced t o 74 percent. 

Q. You've sat i n meetings where Premier's 
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r e p r e s e n t a t i v e s were present, have you not? 

A. Yes. 

Q. And you've been made aware of a t l e a s t some of 

Premier's o b j e c t i o n s t o the e q u i t y formula? 

A. Yes. 

Q. I n your opinion, i s the p a r t i c i p a t i o n formula and 

i s the t r a c t p a r t i c i p a t i o n f a c t o r s set f o r t h i n these 

documents f a i r t o Premier? 

A. Yes. 

Q. Why do you so believe? And i f you would, r e f e r 

t o your E x h i b i t 38. 

A. Okay. Looking at 3 8 t o help show t h i s , Premier 

has had a t o t a l cumulative production from t h e i r t r a c t s of 

5100 b a r r e l s of o i l , but they have no c u r r e n t primary 

p r o d u c t i o n and no primary or secondary reserves. 

But nonetheless, Premier would get one percent of 

pro d u c t i o n of the u n i t from day one. I n f a c t , due t o 

investment e q u a l i z a t i o n set out i n the u n i t agreements, 

Premier w i l l probably have a p o s i t i v e cash f l o w from the 

beginning of the p r o j e c t . 

Premier's one-percent e q u i t y , as shown, would 

gi v e them 8000 b a r r e l s of o i l f o r the u n i t ' s remaining 

primary p r o d u c t i o n , and w i t h the w a t e r f l o o d p r o j e c t would 

gi v e them a t o t a l of 90,000 b a r r e l s . I f the C02 f l o o d i s 

implemented, Premier would receive a grand t o t a l of 489,000 
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b a r r e l s . 

Q. So Premier gets some of the value up f r o n t ? 

A. Right. 

Q. What about — You've heard Mr. K e l l a h i n request 

t h a t Premier be l e f t out of the u n i t . What about t h a t 

suggestion? 

A. Well, f i r s t , as we noted, t h i s f i e l d i s a good 

candidate f o r a C02 f l o o d . But t o u n i t i z e w i t h o u t 

a n t i c i p a t i n g a C02 f l o o d would be s h o r t s i g h t e d , because by 

e l i m i n a t i n g Premier's t r a c t s , the p o t e n t i a l C02 f l o o d would 

have t o be scaled back somewhat, causing a loss of 

reserves, income and r o y a l t i e s . 

Second, i f the t r a c t i s omitted now, i t may never 

be brought i n . And from a p r a c t i c a l aspect, i t w i l l cause 

amendments t o the u n i t documents and new s t a t e and f e d e r a l 

approvals and r e - r a t i f i c a t i o n by i n t e r e s t owners. 

Q. Have any i n t e r e s t owners on these f r i n g e t r a c t s , 

as we r e f e r t o them, other than Premier, approved 

u n i t i z a t i o n ? 

A. Yes, MWJ operates Tract 8 — I t h i n k i t ' s e a s i e s t 

t o see i f you go back t o my E x h i b i t 20 — which, l i k e 

Premier's t r a c t , i s a f r i n g e t r a c t w i t h low cumulative o i l 

and f e a t u r e s C02 reserves only. And they have approved the 

u n i t . 

Also, the Commissioner of P u b l i c lands, which i s 
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the l e s s o r of Premier's Tract 6 and other t r a c t s , has 

approved the u n i t . 

Q. Does the p a r t i c i p a t i o n formula contained i n the 

u n i t agreement a l l o c a t e the produced and saved hydrocarbons 

t o the separate u n i t t r a c t s on a f a i r , reasonable and 

e q u i t a b l e basis? 

A. Yes. 

Q. One f i n a l e x h i b i t , Mr. Beuhler, E x h i b i t 39. 

Could you i d e n t i f y t h a t and describe what Exxon requests 

f o r the i n i t i a l p r o j e c t area f o r the waterflood? 

A. Yeah, i f you look at E x h i b i t 39, the i n i t i a l 

p r o j e c t area, pursuant t o D i v i s i o n Rule 701 G, Part 3, w i l l 

encompass 1200 acres, a l l located i n s i d e the u n i t boundary, 

and t h i s area i s described on E x h i b i t 39. 

Q. And what p r o j e c t allowable does Exxon request? 

A. We request t h a t each producing w e l l be granted an 

a l l o w a b l e equal t o i t s capacity t o produce. 

Q. I n your opinion, w i l l the g r a n t i n g of these 

A p p l i c a t i o n s be i n the i n t e r e s t s of conservation, the 

p r e v e n t i o n of waste and the p r o t e c t i o n of c o r r e l a t i v e 

r i g h t s ? 

A. Yes. 

Q. And were E x h i b i t s 2 0 through 3 9 prepared by you, 

under your d i r e c t i o n , or compiled from company — 

A. Yes. 
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Q. — records? 

A. Yes. 

MR. BRUCE: At t h i s time Mr. Examiner, I ' d move 

the admission of E x h i b i t s 2 0 through 39, and we pass the 

witness. 

EXAMINER STOGNER: Are ther e any obje c t i o n s ? 

MR. KELLAHIN: No o b j e c t i o n . 

EXAMINER STOGNER: E x h i b i t s 20 through 39 w i l l be 

admitted i n t o evidence a t t h i s time. 

Thank you, Mr. Bruce. 

Mr. Carr, your witness. 

MR. CARR: I have no questions of t h i s witness. 

EXAMINER STOGNER: Thank you, Mr. Carr. 

Mr. Kellahin? 

MR. KELLAHIN: Thank you, Mr. Examiner. 

CROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Beuhler, i f y o u ' l l p u l l out E x h i b i t 25, which 

i s a p a t t e r n f o r the w a t e r f l o o d , — 

A. Yeah. Okay, I'm there. 

Q. — then you have a spreadsheet t h a t shows the 

reserves by t r a c t , broken out. I t was attached t o the u n i t 

agreement. T h i r t y - s i x and 25. 

A. Okay. 

Q. T h i r t y - s i x appears t o be a re p r o d u c t i o n of 
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E x h i b i t "D" t o the E x h i b i t 2, which was the o p e r a t i n g 

agreement? 

A. Yes. 

Q. When we look a t the w a t e r f l o o d aspects of the 

p r o j e c t by i t s e l f , the eastern stack of 40-acre t r a c t s , 

which i n c l u d e the Premier t r a c t s , under your a n a l y s i s they 

have no r e l a t i v e value f o r the w a t e r f l o o d purposes; i s n ' t 

t h a t true? 

A. Correct. 

Q. Under your an a l y s i s they have no c o n t r i b u t i o n of 

remaining primary recoverable reserves; i s t h a t not true? 

A. Correct. 

Q. When you look a t the w a t e r f l o o d map, t h e r e are no 

producer w e l l s t o be i n the western t i e r of 40-acre t r a c t s 

t h a t were discussed; i s t h a t not true? 

A. Correct. 

Q. And you can complete your i n j e c t i o n p a t t e r n f o r 

the w a t e r f l o o d p r o j e c t w i t h o u t u t i l i z i n g any of those 

t r a c t s ? 

A. Correct. 

Q. The c a l c u l a t i o n of remaining primary reserves f o r 

the Premier t r a c t was done by you? 

A. I t was done w i t h my assistance. I t was done by 

several people. 

Q. A l l r i g h t , s i r . Do you understand the process 
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t h a t was u t i l i z e d by Exxon t o determine whether or not 

th e r e were any remaining reserve p o t e n t i a l s f o r t h a t t r a c t ? 

A. Yes. 

Q. A l l r i g h t . Describe f o r me the method used. 

A. Well, the remaining primary reserves of the 

c u r r e n t Premier w e l l , the FV Number 3, i s 5000 b a r r e l s , and 

t h a t w e l l has been shut i n f o r at l e a s t a couple years. 

Q. Now, you j u s t took out produc t i o n — 

A. Right. 

Q. — and p l o t t e d the d e c l i n e curve, and you had 

t h a t value? 

A. Right. 

Q. But i n terms of what you contend i s no f u r t h e r 

primary reserve p o t e n t i a l f o r the Premier t r a c t s , how was 

t h a t d e t ermination made? 

A. I t was determined by the same way we determined 

f o r the r e s t of the f i e l d where there was no primary 

p r o d u c t i o n . 

Q. And how d i d you do that ? 

A. As noted before i n the flowstream methodology — 

Let's r e f e r t o t h a t . 

Q. A l l r i g h t . 

A. We used the o r i g i n a l geologic model which 

provides a l a y e r i n g model, v o l u m e t r i c s , goes i n t o a 

numerical simulator c a l i b r a t e d against the a c t u a l 
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pr o d u c t i o n r e s u l t s , and then i t ' s used t o determine 

economic primary, and i f i t ' s not economic i t ' s of course 

not included. 

Q. A l l r i g h t . I f y o u ' l l t u r n t o t h a t p o r t i o n of 

E x h i b i t 10 i n Book I where we have E x h i b i t G-19, i t ' s t he 

e x h i b i t p a r t t h a t f o l l o w s the G n a r r a t i v e , where you're 

doing t h i s s t u f f — 

A. I'm not sure I understand the r i g h t area. 

Q. Yeah, I'm looking f o r E x h i b i t G-19 — 

A. Got you. 

Q. — out of the t h i c k book. There's a spreadsheet 

t h e r e . 

A. Got you. 

Q. A l l r i g h t . Let's t a l k about how the work between 

you and Mr. C a n t r e l l i s organized, i f you w i l l . He's got a 

vo l u m e t r i c sum f o r the Upper Cherry Canyon. I t ' s 107 

m i l l i o n , give or take; i s t h a t not true? O r i g i n a l o i l i n 

place? 

A. Something l i k e t h a t . 

Q. Okay. Did you have as an engineer the a b i l i t y t o 

run m a t e r i a l balance c a l c u l a t i o n s on t h a t r e s e r v o i r 

c o n t a i n e r siz e t o see i f you could match back t o t h a t 

v o l u m e t r i c amount? 

A. I n e f f e c t t h a t ' s what we do i n a h i s t o r y match. 

When we're matching, i t ' s a c t u a l p r o d u c t i o n . We're not 
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only matching o i l r a t e , we're matching t o t a l f l u i d r a t e 

too, and we received a very good match. 

Q. I n t u r n — I n order t o der i v e t h a t number, what 

percentage of the de c l i n e r a t e — or percentage recovery of 

o r i g i n a l o i l i n place were you using? 

A. I t h i n k t h a t ' s shown i n the t e c h n i c a l r e p o r t . I 

t h i n k i t ' s G-18. I t works out t o f i v e - p e r c e n t recovery. 

Q. A l l r i g h t , s i r . When you look a t c a l c u l a t i n g 

remaining recoverable reserves f o r the Premier t r a c t , d i d 

you use the log-derived water s a t u r a t i o n value f o r the FV3 

as der i v e d by Mr. Ca n t r e l l ? 

A. That was where we s t a r t e d i n i t i a l l y . 

Q. Okay. That i n i t i a l value i s determined by 

lo o k i n g a t one of these spreadsheets i n the e x h i b i t book, 

i s n ' t i t ? 

You can go t o the E s e c t i o n of the book, and 

through a l l t h a t t a b u l a t i o n of i n f o r m a t i o n t h e r e w i l l be a 

corresponding value i n here t h a t w i l l t e l l you the l o g -

d e r i v e d average water s a t u r a t i o n f o r t h i s w e l l i n the Upper 

Cherry Canyon i s 0.385, a l l r i g h t ? 0.385. I s t h a t t he 

value you used when you as an engineer c a l c u l a t e d a 

remaining o r i g i n a l o i l i n place f o r the Premier t r a c t ? 

A. As I noted, we s t a r t e d w i t h t h a t value. 

Q. Yes, s i r . 

A. But the key here i s , we have a geologic model 
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which i s the s t a r t of determining f u t u r e reserves. The key 

i s , we have a c t u a l production a v a i l a b l e from t h i s t r a c t , 

and we can use t h a t t o c a l i b r a t e the v o l u m e t r i c s i n t h a t 

area, and t h a t ' s what we d i d . 

Q. A l l r i g h t . I n p a r t of t h a t c a l i b r a t i o n work you 

d i d , you adjusted the water s a t u r a t i o n value i n the 

c a l c u l a t i o n and you increased i t t o approximately 60 

percent, d i d n ' t you? 

A. Just under. 

Q. And by increasing the water s a t u r a t i o n value up 

t o 60 percent, you are c o n t r a c t i n g the o i l - i n - p l a c e r e s u l t 

from the c a l c u l a t i o n ? 

A. Correct, t o match a c t u a l w e l l performance. 

Q. A l l r i g h t . Let's go back t o G-19, Mr. Beuhler, 

and l e t ' s go through how t h i s i s put together. 

There's the w a t e r f l o o d d i s t r i b u t i o n map, 

E x h i b i t — I l o s t t r a c k of the e x h i b i t . E x h i b i t 25. 

A l l r i g h t , E x h i b i t 25 gives us a code f o r going 

down the western boundary of the w a t e r f l o o d , and as we look 

a t these various values, f o r w a t e r f l o o d purposes none of 

the t r a c t s on the eastern value of the proposed u n i t are 

going t o have any p o s i t i v e e f f e c t i n c o n t r i b u t i n g reserves 

f o r w a t e r f l o o d purposes; i s t h a t not true? 

A. I t h i n k you're t a l k i n g the — t r a c t s , and no, 

they w i l l not c o n t r i b u t e t o the w a t e r f l o o d reserves. 
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Q. Okay. When we look a t the u n i t w e l l numbers on 

E x h i b i t G-19, t h a t ' s a code t h a t w i l l help us l o c a t e where 

t h a t w e l l i s — 

A. Correct. 

Q. — or t h a t 4 0-acre t r a c t . I t ' s a 4 0-acre t r a c t 

code, i s i t not? 

A. Correct. 

Q. When we look a t the f i r s t e n t r y , 1109 i s i n f a c t 

the northeast-northeast of 25, r i g h t ? 

A. Correct. 

Q. And f o r remaining primary, t h e r e i s no value 

placed i n t h a t ? 

A. Correct. 

Q. And t h a t ' s how you — and the method t h a t you 

used t o c a l c u l a t e t h a t absence of remaining primary o i l 

p r o d u c t i o n was these production-adjusted values t h a t you 

j u s t described when you c a l c u l a t e d o i l i n place? 

A. Correct. 

Q. A l l r i g h t . When you read over, you show t h a t 

there's no workover value f o r t h a t p a r t i c u l a r t r a c t ? 

A. Correct. 

Q. A l l r i g h t . What do you mean when you t a l k about 

a workover value f o r t h a t t r a c t ? 

A. These are workovers t o capture behind-pipe pay 

t h a t would be performed during the w a t e r f l o o d . 
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Q. A l l r i g h t . You can lo g - d e r i v e a p o t e n t i a l by-

examination t h a t there are e x i s t i n g w e l l s t h a t have not y e t 

been adequately p e r f o r a t e d , and they're s t i l l behind-the-

pipe o i l p o t e n t i a l ; i s t h a t what you're l o o k i n g f o r ? 

A. These are workovers t h a t w i l l be done d u r i n g t he 

wa t e r f l o o d . 

Q. A l l r i g h t . Look a t the next t r a c t down. I t ' s 

1111, which i s the northwest-northwest of Section 30. I t ' s 

where Yates has the EP7 w e l l . Do you see t h a t ? 

A. Uh-huh. 

Q. I t has a workover p o t e n t i a l . What i s t h i s value? 

266,000 b a r r e l s of o i l ? 

A. Correct. 

Q. How do you get t h a t number? 

A. That i s derived from the hydrocarbon pore volume 

a v a i l a b l e . 

Q. Okay. And d e l t a i s -- ? When you read over on 

the spreadsheet — ? 

A. Oh, yeah, d e l t a i s , i n e f f e c t , the incremental of 

each step. The EUR adds each step, and the d e l t a gives you 

the incremental. 

Q. A l l r i g h t . I'm loo k i n g a t d e l t a , then, because I 

want the incremental reserves a t t r i b u t e d t o the w a t e r f l o o d 

p o r t i o n f o r the workover, r i g h t ? 

A. Correct. 
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Q. And I get the 2 66 f o r t h a t p a r t i c u l a r w e l l . 

When you go over and read i t again f o r t he 

w a t e r f l o o d p a r t , there's a d d i t i o n a l c o n t r i b u t i o n f o r 

w a t e r f l o o d , and how does t h a t occur? 

A. I t ' s the same methodology as described before. 

Q. I n t h i s instance, t h i s w e l l should r e c e i v e some 

p o t e n t i a l response from the i n j e c t i o n w e l l t h a t ' s l o c a t e d 

t o the south and east of t h i s well? 

A. Correct. 

Q. I s t h a t what i s f a c t o r e d i n here? 

A. Correct. 

Q. Okay. When you read on down the t a b l e and you 

get t o the row t h a t has 1709, on E x h i b i t G-19, t h a t i s the 

en t r y t h a t corresponds t o the FV3 w e l l , does i t not? 

A. Right. 

Q. And as you read across you've got the 5100; 

t h a t ' s c u r r e n t cum on t h a t well? 

A. Uh-huh. 

Q. We know what t h a t is? 

A. Uh-huh. 

Q. But you show no incremental workover a d d i t i o n a l 

c o n t r i b u t i o n f o r t h a t well? 

A. Right. 

Q. And t h a t i s because of what? 

A. Because i t ' s not economic t o go develop those 
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t r a c t s . 

Q. Based upon what? 

A. Based on the a v a i l a b l e amount of w a t e r f l o o d and 

primary o i l . 

Q. Okay. That e n t i r e engineering a n a l y s i s i s based 

i n the accuracy of Mr. C a n t r e l l ' s geologic i n t e r p r e t a t i o n 

about the d i s t r i b u t i o n of the r e s e r v o i r pore volume i n t h a t 

t r a c t , i s i t not? 

A. No, i n f a c t i t ' s q u i t e the opposite. We're 

able — Because we have production a v a i l a b l e from people 

who have developed t h e i r t r a c t s , we can c a l i b r a t e t h a t 

geologic model w i t h a c t u a l production. 

Q. And the c a l i b r a t i o n t h a t occurred i n the FV3 was 

t o increase the water s a t u r a t i o n , because you had water 

p r o d u c t i o n from t h a t w e l l t h a t increased the water c u t , and 

t h e r e f o r e you a t t r i b u t e d t h a t water p r o d u c t i o n d i r e c t l y t o 

t h a t i n t e r v a l i n the well? 

A. Water as w e l l as cumulative o i l , yes. 

Q. And i f t h a t i s flawed, then we have undervalued 

the Premier t r a c t i n terms of i t s value f o r remaining 

recoverable o i l and any w a t e r f l o o d p o t e n t i a l ? 

A. The h i s t o r y match t o t h a t t r a c t would be based on 

what the w e l l has a c t u a l l y done. 

Q. Yes, s i r . And i f there's a mistake i n t h a t 

methodology or i n t h a t log an a l y s i s f o r t h a t w e l l , then 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

114 

there's going t o be a mistake i n f a i l i n g t o a t t r i b u t e 

recoverable reserves t o t h i s t r a c t ? 

A. No, we're history-matching t o a c t u a l p r o d u c t i o n . 

I t ' s the 5100 b a r r e l s t h a t i s the key t h i n g here. 

Q. And i f the w e l l has f u r t h e r p o t e n t i a l beyond the 

5000 b a r r e l s , then i t ' s not incorporated i n t h i s analysis? 

A. Correct. 

Q. Okay. When we get t o the C02 plan — I've l o s t 

t r a c k of my e x h i b i t numbers, Mr. Beuhler. What's the 

schematic t h a t shows the — 

A. Oh, i t ' s about 27, I t h i n k , 28. The development 

plan? 

Q. Yes, s i r . A l l r i g h t , i f we put t h i s concept i n t o 

o p e r a t i o n , describe f o r me as a r e s e r v o i r engineer the 

missing t e c h n i c a l components t h a t you need t o make the 

de c i s i o n about the C02 p r o j e c t . 

A. Can you give f u r t h e r d e t a i l ? 

Q. Yes, s i r . I n response t o Mr. Bruce, you s a i d you 

needed more i n f o r m a t i o n w i t h regards t o the issue of 

whether you implement a C02 p r o j e c t , and t h a t had t o do 

w i t h — p r i n c i p a l l y , I t h i n k , the missing i n g r e d i e n t was an 

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

A. No, t h a t was one of the t h i n g s I s a i d ; I wouldn't 

say i t ' s p r i n c i p a l l y . That's an important economic 

parameter, c e r t a i n l y because t h a t determines — one of the 
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t h i n g s t h a t determines how f a s t you can f l o o d the f i e l d . 

Q. A l l r i g h t , give me a l i s t of what's missing a t 

t h i s p o i n t . 

A. A complete l i s t would be very d i f f i c u l t . I can 

give you some of the key ones, and I t h i n k the key one i s 

being able t o match against a c t u a l performance. And t h a t ' s 

what we can do i n the a c t u a l primary developed area, we 

have a c t u a l reserves t h a t we can match against. 

And so the key t h i n g i s , we have a b e t t e r idea of 

what the C02 f l o o d performance i s i n the a c t u a l developed 

p a r t of the f i e l d . 

As you extend beyond t h a t , you don't have as much 

i n f o r m a t i o n , because the operator has not developed t h a t 

area. 

Q. A l l r i g h t . And the i n j e c t i v i t y r e s u l t s t h a t 

you're t r y i n g t o see i s whether or not water i n j e c t e d i n t o 

an i n j e c t i o n w e l l i s going t o have a p o s i t i v e i n j e c t i o n 

response i n the p a t t e r n f o r the producing w e l l s ; i s t h a t 

what you're t a l k i n g about? 

A. No, the i n j e c t i v i t y t e s t I'm t a l k i n g about i s t o 

determine how f a s t the C02 goes i n . 

Q. How w i l l you determine t h a t only w i t h i n t he 

context of the wa t e r f l o o d operation? 

A. You can put i t i n any w e l l . 

Q. A l l r i g h t , and so the plan i s t o run a t e s t w i t h 
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C02 w i t h i n the confines of a w a t e r f l o o d p a t t e r n ? 

A. That has not been determined y e t — 

Q. A l l r i g h t . 

A. — as f a r as which w e l l we would p r e d i c t — we 

would p i c k . 

Q. But t h a t ' s the method. The method t o determine 

the e f f e c t i v e n e s s of the i n j e c t i v i t y of C02 i s going t o be 

t o take an i n j e c t o r , or m u l t i p l e i n j e c t o r s , from the 

w a t e r f l o o d and run t h a t t e s t ? 

A. I t i s t o take a w e l l t h a t i s i n j e c t i n g i n t o the 

Delaware and put C02 i n t o the Delaware and see how f a s t i t 

goes i n . 

Q. Well, you're doing t h a t now, aren't you? You 

don't have any of t h a t capacity i n t h i s p r o j e c t a t t h i s 

p o i n t ? 

A. I don't understand. 

Q. Well, you've got disposal w e l l s . What zones are 

they disposing in? 

A. Various zones, from the lower p a r t of the Brushy 

t o the upper p a r t of the Cherry. 

Q. A l l r i g h t . Can you run l a b o r a t o r y t e s t s t o 

determine the i n j e c t i v i t y of the C02 i n a p r o j e c t l i k e 

t h i s ? 

A. You could. You would always p r e f e r w e l l t e s t s . 

That's the reason we want t o do one. 
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Q. Do you have an analogy i n another Delaware f i e l d 

where you could run the t e s t t o get the r e s u l t s t o 

determine the f e a s i b i l i t y of the C02 flood? 

A. We do have analogies, but you'd always r a t h e r 

have one i n the f i e l d of i n t e r e s t . 

Q. A l l r i g h t . How soon could you s t a r t running t h a t 

t e s t ? 

A. I'm not sure. Right now the primary importance 

i s g e t t i n g the w a t e r f l o o d up and running. 

Q. Anything else missing, t o decide the f e a s i b i l i t y 

of i n s t i t u t i n g the C02 p r o j e c t ? 

A. Number one i s a nonreservoir issue. I t ' s o i l 

p r i c e s , p r e d i c t i o n of o i l p r i c e s . 

Q. And what's your p r e d i c t i o n ? I s th e r e a t h r e s h o l d 

p r e d i c t i o n a t which t h i s i s not f e a s i b l e ? 

A. We don't look a t i t t h a t way. I t ' s — When the 

working i n t e r e s t owners would be asked t o make a d e c i s i o n , 

everybody would have t o p r e d i c t t h e i r own o i l p r i c e and 

decide whether i t was worth going f o r . 

Q. Okay, anything else? 

A. I t h i n k I've h i t the s i g n i f i c a n t ones. 

Q. Describe f o r me the reasoning t h a t you want t o 

keep what appears t o be 40-acre b u f f e r of t r a c t s t h a t are 

not c o n t r i b u t i n g t o the w a t e r f l o o d p r o j e c t a v a i l a b l e as, I 

guess, an inv e n t o r y of t r a c t s f o r the C02 p r o j e c t . Why do 
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you want t o do t h a t now? 

A. Because we're looking ahead t o a p o s s i b l e C02 

p r o j e c t . 

Q. That's i t ? 

A. That's a good reason. 

Q. The t i m i n g now i s t o put these t r a c t s i n now 

before you know i f i t ' s a f e a s i b l e p r o j e c t ? 

A. As noted, i t would be very d i f f i c u l t , we f e e l , t o 

go back i n and do something l a t e r on. I t would r e q u i r e 

r e - r a t i f i c a t i o n s , re-approvals. I t might not ever be done. 

Q. You've never seen u n i t s expanded? 

A. Of course they do. 

Q. Were you involved i n the working i n t e r e s t owner 

meetings back i n June of 1994? Did you a t t e n d these 

things? 

A. Yes. 

Q. By unanimous agreement, the working i n t e r e s t 

owners excluded the Premier t r a c t back i n June of 1994, 

d i d n ' t i t ? 

A. I t h i n k i t notes t h a t — on the spreadsheet i t 

says a l l working i n t e r e s t owners agree. 

Q. And t h a t included Exxon, d i d n ' t i t ? 

A. Yes. 

Q. And the t e c h n i c a l i n f o r m a t i o n a v a i l a b l e a t the 

time t h a t t h a t d e c i s i o n was made t o exclude the Premier 
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t r a c t i s no d i f f e r e n t than the i n f o r m a t i o n we have now, i s 

i t ? 

A. Well, you have t o remember t h i s was not a formal 

proposal being made. There was many issues being 

n e g o t i a t e d . This was j u s t one of them. 

Q. And as t o t h i s issue, the p a r t i e s agreed t o take 

the Premier t r a c t out; i s t h a t not what t h i s says? 

A. W i t h i n t h a t meeting, yes. But soon a f t e r t h a t 

meeting Yates came back and said l e t ' s t a l k about t h i s . 

Q. And how was t h a t done then? Was t h a t on an 

agenda f o r a formal vote by the working i n t e r e s t owners, t o 

now b r i n g back i n Premier who had j u s t been voted out? 

A. Once again, a formal proposal was never made t o 

exclude Premier. This was another n e g o t i a t i o n step. 

Q. The decisions made about Premier were made 

between Exxon and Yates — 

A. No. 

Q. — t o the exclusion of Premier; i s t h a t what 

you're t e l l i n g me? 

A. No, no. 

Q. Did you know t h a t Mr. Ken Jones d i d not want h i s 

t r a c t s i n t h i s u n i t ? 

A. At some p o i n t , yes. 

Q. A l l r i g h t , s i r . What changed between June of 

1994 and now t h a t caused these t r a c t s t o be put back in? 
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A. Well, l i k e I said, very soon a f t e r June — the 

June meeting -- Yates came back and sa i d , We need t o get 

the working i n t e r e s t owners together and decide what the 

u n i t o u t l i n e should be. 

Q. And based upon t h a t , then, you brought back — 

Because of Yates, you wanted the Premier t r a c t s back in? 

A. Yeah, there's important issues t h a t have t o be 

decided, l i k e u n i t i z i n g the e n t i r e p o o l , e x p e d i t i n g 

e f f o r t s , t h i n g s l i k e t h a t . 

Q. I f you exclude the Premier t r a c t s from the C0 2, 

what's the consequence? 

A. Those t r a c t s probably would never be developed 

under C02, and t h e r e f o r e both the working and r o y a l t y 

i n t e r e s t owners would lose those reserves. 

Q. Have you attempted t o q u a n t i f y what t h a t would 

be? 

A. I do not know t h a t . 

Q. W i l l the C02 p r o j e c t s t i l l be p r a c t i c a l , 

f e a s i b l e , and economic w i t h the exclusion of the Premier 

t r a c t s ? 

A. On a l l the other t r a c t s , yes. You j u s t exclude 

t h i s t r a c t and lose the reserves from those t r a c t s . 

MR. KELLAHIN: Thank you, Mr. Examiner. 

EXAMINER STOGNER: Mr. K e l l a h i n . 

Any r e d i r e c t ? 
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MR. BRUCE: Just a few questions, Mr. Examiner. 

REDIRECT EXAMINATION 

BY MR. BRUCE: 

Q. The l a s t question, Mr. Beuhler, the C02 p r o j e c t 

could be done w i t h o u t Premier's t r a c t s , but wouldn't 

reserves, f u t u r e reserves, be l o s t ? 

A. Oh, yes, of course i t would be a smaller p r o j e c t 

because you would lose those t r a c t s . 

Q. And you do map s u b s t a n t i a l t e r t i a r y reserves 

under the Premier t r a c t ? 

A. Yeah, as noted i t ' s one percent of the u n i t . 

That's a s u b s t a n t i a l amount of reserves. 

Q. Now, regarding the so - c a l l e d agreement t o exclude 

Premier, as Mr. K e l l a h i n c h a r a c t e r i z e d i t , r e a l l y wasn't 

t h a t an agreement t o consider excluding Premier? 

A. Well, I t h i n k t h a t ' s the whole p o i n t ; i t was 

never on the docket, i t was a formal proposal t o leave 

Premier out. 

Q. So i t came up at t h i s working i n t e r e s t owners' 

meeting, people agreed t o consider i t , but t h e r e was no 

f i n a l a c t i o n on t h a t request? 

A. Correct. 

Q. And once again, r e a l l y the u n i t o u t l i n e you're 

proposing today i s the same as i t was i n 1991? 

A. Correct. 
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Q. A couple other p o i n t s . 

Mr. K e l l a h i n asked you about the FV3 w e l l , 

Premier's w e l l i n the southeast-southeast of Section 25. 

Does t h a t w e l l have any p o t e n t i a l beyond i t s c u r r e n t 

cumulative recovery? 

A. No, i t ' s made 5000 b a r r e l s , and t h a t ' s a l l i t ' s 

going t o . . . 

Q. And on what do you base tha t ? 

A. Well, of course i t hasn't made any i n years, and 

a very analogous w e l l i s j u s t t o the south. I t ' s 

g e o l o g i c a l l y f a i r l y — very close, j u s t t o the south. I t ' s 

— As Mr. C a n t r e l l has noted, i t ' s the C i t a d e l ZG Number 1, 

very s i m i l a r i n many aspects, and i t ' s cum'd t o date about 

4000 b a r r e l s , and on cu r r e n t d e c l i n e i t might h i t 6000. 

Once again, i t looks about the same, and i t ' s 

going t o give out the same amount of o i l as the Premier 

w e l l has. 

Q. And one f i n a l issue. Mr. K e l l a h i n was r e f e r r i n g 

t o E x h i b i t 10, the E x h i b i t G-19 of E x h i b i t 10, and he asked 

you about, I t h i n k , the top two w e l l s , the Well Number 1109 

and Well Number 1111. 

A. Correct. 

Q. Now, your treatment, Exxon's treatment i n the 

t e c h n i c a l r e p o r t , say, Well 1109 i n the nor t h e a s t - n o r t h e a s t 

of Section 25 i s no d i f f e r e n t than you t r e a t e d s i m i l a r 
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t r a c t s . For instance, the northeast q u a r t e r , northwest 

q u a r t e r of Section 30, would be 1113. That was t r e a t e d 

s i m i l a r l y t o the Premier t r a c t , was i t not? 

A. Correct, the methodology was a l l the same. 

Q. And so the Yates t r a c t s , the Exxon t r a c t s , the 

Premier t r a c t s were a l l t r e a t e d s i m i l a r l y under those 

condit i o n s ? 

A. Correct. 

MR. BRUCE: I have nothing f u r t h e r , Mr. Examiner. 

MR. KELLAHIN: A follow-up, Mr. Examiner. 

EXAMINER STOGNER: Please, go ahead. 

RECROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. I f y o u ' l l look a t E x h i b i t 28, Mr. Beuhler, do you 

see the lease l i n e i n j e c t i o n p a t t e r n here w i t h the 

a d d i t i o n a l C02 i n j e c t o r s ? 

A. Sorry, I'm not there y e t . 

Q. A l l r i g h t , s i r . I apologize f o r moving ahead. 

I t ' s the schematic t h a t shows the C02 development p l a n . 

A. What e x h i b i t number i s t h a t ? 

Q. Twenty-eight. 

A. Thank you. 

Q. Have you got i t ? 

A. Yes, s i r . 

Q. A l l r i g h t . Look at the boundary between Section 
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25 and 30. The a b i l i t y t o recover the C02 reserves 

a t t r i b u t e d t o the Premier t r a c t i s made p o s s i b l e because of 

the l o c a t i o n of those three i n j e c t i o n w e l l s along t h a t 

s e c t i o n l i n e ; i s t h a t not true? 

A. Correct. 

Q. Are you f a m i l i a r w i t h the concept of cooperative 

lease l i n e i n j e c t i o n programs? 

A. Yes, I am. 

Q. And so you are accustomed t o seeing t h i s a t l e a s t 

i n w aterfloods where a d j o i n i n g p r o p e r t i e s would come 

toge t h e r , each operator on each side would agree t o 

p a r t i c i p a t e i n the i n j e c t i o n w e l l s , and as t o the p r o p e r t y 

or t r a c t s on t h e i r sides, they get the b e n e f i t of t h a t 

secondary or t e r t i a r y recovery plan? 

A. Under waterfloods they are p r e t t y common. Under 

C02 f l o o d s , I've never heard of one. 

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

concept of a lease l i n e cooperative plan where the Premier 

t r a c t s can p a r t i c i p a t e i n some cooperative f a s h i o n w i t h o u t 

being included i n the b i g u n i t ? 

A. From t h a t one issue, yes. 

MR. KELLAHIN: No f u r t h e r questions, Mr. 

Examiner. 

EXAMINER STOGNER: Thank you, Mr. K e l l a h i n . 

Mr. Bruce? 
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FURTHER EXAMINATION 

BY MR. BRUCE: 

Q. Mr. Beuhler, what would Premier do w i t h t he 

produced C02? 

A. That's a d i f f i c u l t question. That's why I make 

the p o i n t about i t ' s common f o r a w a t e r f l o o d . I've never 

heard about i t f o r a C02 f l o o d . 

That would appear t o be a p r e t t y b i g problem w i t h 

water. Of course, everybody disposes of water, j u s t about, 

but C02 f l o o d r e q u i r e s p r e t t y complex and expensive 

f a c i l i t i e s t o dispose of, and t h a t would be p r e t t y 

expensive f o r a small t r a c t . 

MR. BRUCE: Thank you. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Beuhler, while we're on t h i s t o p i c , t h i s 

E x h i b i t 28, e s s e n t i a l l y 29, the e a r l i e s t s t a r t would be 

1999 f o r C02. 

I don't see here any issues where the a c t u a l 

p h y s i c a l a b i l i t y t o i n j e c t C02 — I s the r e a source of C02 

planned f o r t h i s area, or i s there one i n existence, and 

what would t h a t e n t a i l ? 

A. There i s no C02 source d i r e c t l y i n the area. 

There would be the p o s s i b i l i t y of coming down from Maljamar 

t o the n o r t h . There's another l i n e from the south. That 
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would, of course, be determined when we looked a t t h i s as 

we went. 

But i t would s t i l l i n v o l v e the p u t t i n g of a C02 

p i p e l i n e i n t o t h i s immediate area. 

Q. Would t h i s p r o j e c t alone s u s t a i n the cost — 

s u b s t a n t i a t e the cost t o b r i n g a l i n e of C02 from the 

c l o s e s t source, the Maljamar area, according t o your 

testimony, i n t h i s , or would you have t o have other C02 

p r o j e c t s i n the area? 

A. We've always looked at i t on a stand-alone basis. 

So yes, i t would f o o t the b i l l f o r a C02 l i n e designed f o r 

j u s t t h i s p r o j e c t . Of course, i t might be l a r g e r t o 

in c l u d e other p r o j e c t s . 

Q. Assuming t h a t you had your w a t e r f l o o d , f l o o d 

equipment and everything out there a t t h a t time, what 

a d d i t i o n a l equipment and how much — has t h e r e been a cost 

estimate t o d r i l l the a d d i t i o n a l C02 wells? 

And I guess once you got C02 breakthrough you'd 

need a d d i t i o n a l equipment on the producing w e l l s , wouldn't 

you? 

A. Yeah, the number t h a t I t e s t i f i e d p r e v i o u s l y t o 

t h a t i t would r e q u i r e , l i k e I sa i d , more than $70 m i l l i o n 

t o i n s t a l l a C02 p r o j e c t , t h a t was the sum t o t a l of both 

the d r i l l i n g and the f a c i l i t i e s r e q u i r e d t o process the 

produced gas. I t ' s p r e t t y expensive as f a r as c a p i t a l 
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investments. 

Q. Now, you assumed the economics, i f I remember 

r i g h t , of a l i t t l e over $17 a b a r r e l w i t h a f i v e - p e r c e n t 

increase or something? 

A. Yes, s i r , i t s t a r t s a t $17.10 and increases a t 

5.4 percent per year. 

Q. Does t h a t t i e back i n t o the 1999 date? 

A. The 1999 date i s p u r e l y l o o k i n g a t the r e s e r v o i r . 

Q. And not economics? 

A. Correct. 

Q. When you said — or claimed or t e s t i f i e d t o Mr. 

Ke l l a h i n ' s cross-examination t h a t you had never heard of a 

cooperative agreement w i t h C02, are you saying i n t h i s 

s t a t e , or where you're f a m i l i a r w i t h i n the Southwest? 

A. I n my experience, and t h a t ' s i n Texas and New 

Mexico. 

Q. Would those w e l l s a c t u a l l y be s t r i c t C02 

i n j e c t i o n w e l l s , or would they be a water/C0 2 i n j e c t i o n 

combination? 

A. Yeah, I a c t u a l l y c a l l them C02 phase i n j e c t o r s 

f o r a s i m p l i f i c a t i o n . They would be what we c a l l a WAG 

w e l l , a wate r - a l t e r n a t i n g - g a s w e l l , i f t h a t looks l i k e the 

best o p t i o n . 

Usually, most C02 f l u i d s do a l t e r n a t e the 

i n j e c t e d C02 w i t h some bank of water i n phases. 
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Q. How i s t h a t i n i t i a l l y kicked o f f ? With C02 or 

w i t h water, or do you f o l l o w through a f t e r s i x months of 

water or what? 

A. Sometimes i t ' s done on a time ba s i s , sometimes 

i t ' s done on a volume basis t h a t ' s determined by the amount 

of pore volume you want t o f l o o d . 

Usually you s t a r t o f f w i t h a good s l u g of C02 

maybe l a r g e r than your f o l l o w i n g slugs. Then you sw i t c h t o 

water f o r conformance reasons and t o put produced water 

away, then you switch t o C02 back. But t h a t i n i t i a l s l u g 

i s u s u a l l y a l a r g e r volume of C02. 

Q. I n most of these proposed C02 i n j e c t i o n w e l l s , I 

n o t i c e t h a t they're on the periphery. So i f t h i s was t o 

occur, you would have some producing w e l l s t h a t would 

probably see some a c t i v i t y or response from the 

wat e r f l o o d s , would you not? Those w e l l s , those i n t e r n a l 

w e l l s t h a t — producing w e l l s . 

A. Are you t a l k i n g about the w e l l s t h a t were a c t i v e 

d u r i n g the waterflood? 

Q. Yeah. 

A. They would have already seen w a t e r f l o o d response, 

and now you're p u t t i n g i n C02. 

Q. So you're backing up on the per i p h e r y , f l o o d i n g 

C02 towards some w e l l s t h a t ' s already had some secondary 

recovery, but also the C02 m i s c i b i l i t y or the C02 f l o o d i n g 
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i s going out t o , i n some cases, v i r g i n areas? 

A. There might be some confusion. We would be 

p u t t i n g C02 i n a l l i n j e c t o r s w i t h i n the p a t t e r n area. So 

those — I f you're l o o k i n g a t E x h i b i t 28, the w e l l s t h a t 

are shown as w e l l s t h a t would be d r i l l e d f o r the water 

i n j e c t i o n phase, we would also be p u t t i n g C02 i n those 

w e l l s . 

So i t ' s a f u l l 40-acre i n v e r t e d f i v e s p o t f l o o d . 

I might have confused you there. 

Q. Okay. So the w e l l s w i t h — The blue water 

i n j e c t i o n w e l l s , i f the C02 i n j e c t i o n proceeded, you would 

have these w e l l s i n place and then s t a r t f l o o d i n g a l l 

i n j e c t i o n w e l l s w i t h C02? 

A. Yes, s i r . 

Q. Quite a s u b s t a n t i a l volume, i s i t not? 

A. Of C02? 

Q. Yes. 

A. Oh, yes. 

Q. Has Exxon had any experience w i t h Delaware C02 

i n j e c t i o n ? 

A. Not Delaware. The other two Delaware f l o o d s t h a t 

have been operated i n the past are two Freds — I t ' s been 

operated by several people and then Conoco's — 

Q. What was the f i r s t one t h a t you said? 

A. Two Freds, sorry. I t ' s i n Loving County, Texas. 
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Q. Loving County. 

A. Both these are Texas. 

Q. Two Freds, l i k e i n Fred F l i n t s t o n e ? 

A. Right, e x a c t l y . I t h i n k i t was operated by HNG 

dur i n g most of i t s f l o o d . 

Q. Do t h i s — Those ones t h a t you had mentioned i n 

Loving County, Texas, were they of the same scope? Are 

they smaller or larger? 

A. A r e a l l y , they're about the same s i z e . They're 

t h i n n e r r e s e r v o i r s , and t h e r e f o r e smaller t o t a l r e c o v e r i e s . 

EXAMINER STOGNER: Any other questions of t h i s 

witness? You may be excused. 

Mr. Bruce, do you have — 

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

p r e s e n t a t i o n , Mr. Examiner. 

EXAMINER STOGNER: You don't wish t o r e c a l l 

anybody a t t h i s time? 

MR. BRUCE: Not a t t h i s time, no. 

EXAMINER STOGNER: Mr. Carr, would you l i k e t o 

present your witness a t t h i s time? 

MR. CARR: Yes, s i r . Can we take j u s t about f i v e 

minutes t o set up? 

EXAMINER STOGNER: Let's take a f i v e - m i n u t e 

recess then. 

(Thereupon, a recess was taken a t 3:27 p.m.) 
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(The f o l l o w i n g proceedings had a t 3:45 p.m.) 

EXAMINER STOGNER: Hearing w i l l come t o order. 

Mr. Carr? 

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

time we would c a l l David Boneau. 

DAVID F. BONEAU. 

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

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

DIRECT EXAMINATION 

BY MR. CARR: 

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

A. David Francis Boneau. 

Q. Where do you reside? 

A. A r t e s i a , New Mexico. 

Q. By whom are you employed? 

A. I'm employed by Yates Petroleum Corporation. 

Q. And what i s your c u r r e n t p o s i t i o n w i t h Yates 

Petroleum Corporation? 

A. My cu r r e n t p o s i t i o n i s c a l l e d manager of non-

operated p r o p e r t i e s . 

Q. By t r a i n i n g are you a petroleum engineer? 

A. I have been t r a i n e d and worked as a petroleum 

engineer f o r many years. 

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

D i v i s i o n ? 
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A. Yes, s i r . 

Q. At the time of t h a t p r i o r testimony, were your 

c r e d e n t i a l s as a petroleum engineer accepted and made a 

matter of record? 

A. Yes, they were. 

Q. Are you f a m i l i a r w i t h the Exxon-proposed 

s t a t u t o r y u n i t i n the Avalon-Delaware Pool? 

A. Yes, I am. 

Q. And are you f a m i l i a r also w i t h the plans t o 

wa t e r f l o o d and u l t i m a t e l y C02 f l o o d t h i s u n i t ? 

A. Yes, s i r . 

Q. Did you p a r t i c i p a t e f o r Yates Petroleum 

Corporation i n the n e g o t i a t i o n s which r e s u l t e d i n t he 

proposed u n i t agreement and the proposed u n i t ? 

A. Yes, I have negotiated w i t h Exxon and the other 

people i n t h i s u n i t . 

Q. Are you f a m i l i a r w i t h the proposed u n i t areas and 

the w e l l s located therein? 

A. Yes, s i r . 

MR. CARR: Are the witness's q u a l i f i c a t i o n s 

acceptable? 

EXAMINER STOGNER: Any objections? 

MR. KELLAHIN: Oh, not t o Dr. Boneau. 

EXAMINER STOGNER: Dr. Boneau i s so q u a l i f i e d , 

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

s t a t e what Yates" purpose i s i n p a r t i c i p a t i n g i n t h i s 

hearing? 

A. Yates 1 purpose i n p a r t i c i p a t i n g i n t h i s hearing 

i s t o support the A p p l i c a t i o n of Exxon f o r the u n i t and the 

w a t e r f l o o d and the proposed operations i n t h i s area. 

And the reason we're here i s t h a t we p a r t i c i p a t e d 

through a l o t of the p r e l i m i n a r i e s t h a t l e d up t o t h i s day, 

and we're able t o give a s t o r y t h a t ' s not the A p p l i c a n t and 

not the opposing people; i t ' s another observer t h a t was 

th e r e the whole time. 

Q. Now, Dr. Boneau, 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, s i r . 

Q. Let's go t o what has been marked as Yates 

Petroleum Corporation E x h i b i t Number 1. Would you i d e n t i f y 

t h a t f o r Mr. Stogner, please? 

A. E x h i b i t Number 1 i s a s i n g l e piece of paper t h a t 

summarizes what our purpose i s i n being here. 

I have three p o i n t s t o make i n the p r e s e n t a t i o n , 

and those are l i s t e d . 

The f i r s t i s t h a t Yates argued w i t h Exxon a l o t , 

and y o u ' l l see t h a t "a l o t " covers q u i t e a number of 

issues. 

The second p o i n t i s , a f t e r more than two years of 
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n e g o t i a t i o n s , we have come t o an agreement w i t h Exxon, and 

t h a t i s a f a i r agreement. And as a r e s u l t of a l l t h a t 

work, Yates i s now i n a p o s i t i o n t o support the u n i t , and 

t h a t ' s why we're here. 

And the t h i r d p o i n t I wanted t o make i s t o 

e s s e n t i a l l y remind the Examiner t o please go back and look 

a t NMOCD Case 10,145 t h a t occurred i n 1990. I was the 

Ap p l i c a n t f o r Yates Petroleum i n a GOR case i n the Avalon-

Delaware f i e l d , and Premier opposed t h a t and promised some 

t h i n g s t h a t may or may not have been done. 

Q. A l l r i g h t , Dr. Boneau, l e t ' s go t o the f i r s t 

p o i n t , Yates arguing or n e g o t i a t i n g w i t h Exxon, and I would 

ask you t o r e f e r t o E x h i b i t Number 2 and e x p l a i n what 

E x h i b i t Number 2 i s designed t o show. 

A. Okay, I've d i v i d e d our arguing w i t h Exxon, 

n e g o t i a t i n g w i t h Exxon, i n t o three separate issues. 

The f i r s t of those issues i s t a l k e d about on 

E x h i b i t Number 2, and t h a t ' s where we discussed w i t h Exxon 

the t e c h n i c a l r e p o r t . And there's a c h r o n o l o g i c a l on 

E x h i b i t 2, and you may note o f f t o the r i g h t side of 

E x h i b i t 2 there's some no t a t i o n s t o E x h i b i t s 2-A, 2-B, e t 

cet e r a , and those are l e t t e r s and correspondence t h a t are 

contained i n these red books. 

Q. And the correspondence i n d i c a t e d on t h i s E x h i b i t 

2-A through 2-G i s what has been marked as Yates E x h i b i t 
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Number 6; i s t h a t r i g h t ? 

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

Q. And then the remaining of the correspondence 

supporting the next two pages, or the next two e x h i b i t s , i s 

what has been marked Yates E x h i b i t 7? 

A. Yes, s i r , t h a t ' s c o r r e c t . 

Q. Now, i n i t i a l l y n e g o t i a t i o n s took place concerning 

the t e c h n i c a l committee r e p o r t ; i s t h a t c o r r e c t ? 

A. Yes, you've heard Exxon describe how the — t h e i r 

t e c h n i c a l r e p o r t , a b i g f a t book w i t h a l a r g e book of maps, 

came i n t o existence, and i t ' s labeled, I t h i n k , August, 

1992. 

But i n — As my f i r s t p o i n t says, i n September, 

1992, they sent t h a t out t o the owners of the t r a c t s i n the 

proposed u n i t , and I suddenly had a b i g f a t book on my desk 

t o read. 

Q. Had Yates been involved w i t h the development of 

the t e c h n i c a l committee r e p o r t p r i o r t o t h a t time? 

A. We knew t h a t — As Exxon s t a t e d , we knew t h a t 

they were working on t h i s , and they would send us a map of 

the proposed area, and we were i n s i d e t h a t area, we knew 

t h a t they were working on a t e c h n i c a l committee. 

Frankly, I d i d n ' t r e a l i z e they were going t o come 

w i t h such a d e t a i l e d and concise study. But they came w i t h 

t h i s b i g book, and i t a r r i v e d about September, 1992. 
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Q. Was i t agreeable t o Yates f o r Exxon t o go forward 

and prepare the t e c h n i c a l committee r e p o r t w i t h o u t the 

involvement of Yates Petroleum? 

A. Yes, t h a t was agreeable t o Yates. 

Q. Could you review the n e g o t i a t i o n s between Yates 

and Exxon concerning the t e c h n i c a l committee r e p o r t ? 

A. Yes, s i r , t h a t ' s my i n t e n t i o n . When t h a t r e p o r t 

a r r i v e d , I read i t and an engineer t h a t works w i t h me read 

i t . 

There were some t h i n g s i n i t t h a t we thought were 

— i n c o r r e c t , a c t u a l l y , i s what we thought, and we f i g u r e d 

t h a t we were the second biggest owner a f t e r Exxon. And we 

contacted i n November Coquina, who was the t h i r d b i g g e s t 

owner. 

To confuse the Examiner, the Coquina i n t e r e s t has 

been owned by — l i k e a rubber b a l l . I t was Coquina, then 

i t was ANP, then i t was P a t r i c k , and now i t ' s the U n i t 

Petroleum people t h a t are here. 

But they are — That i n t e r e s t i s the t h i r d 

b i g g e s t i n t e r e s t i n the u n i t . 

I contacted the Coquina people and t o l d them our 

concerns and ended up convincing them t h a t they should be 

t h e i r concerns too. 

Then i n item number 3, l a t e r i n November of 1992, 

I wrote a l e t t e r t o Exxon w i t h our r e a c t i o n s t o the 
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t e c h n i c a l r e p o r t . And the two main t h i n g s we d i d n ' t l i k e 

are what's l i s t e d there. I n shorthand, i t ' s l i s t e d . 

My main concern was t h a t Exxon was proposing t o 

send the owners an $80 m i l l i o n AFE f o r a C02 f l o o d w i t h o u t 

doing a p i l o t or w i t h o u t regard t o whether i t worked — i t 

f a i l e d the f i r s t month or not. They were going t o go spend 

$80 m i l l i o n w i t h o u t looking back. And as an independent t o 

which $80 m i l l i o n i s a l o t of money, we d i d n ' t t h i n k t h a t 

was the most prudent approach. 

And the other t h i n g we d i d n ' t l i k e about t h e i r 

r e p o r t was t h a t they had — We thought t h a t the reserves 

t h a t they had ascribed t o four w e l l s were i n c o r r e c t , and 

they were i n c o r r e c t such t h a t they h u r t Yates and 

b e n e f i t t e d Exxon. 

We brought those t h i n g s and a couple other minor 

items t o Exxon's a t t e n t i o n . 

Then s h o r t l y a f t e r t h a t , i n December, we got — 

we went t o Midland t o t a l k w i t h Exxon about the r e p o r t , and 

they explained i n d e t a i l what they had done, and we t r i e d 

t o t e l l them what our concerns were. 

And as a r e s u l t of t h a t meeting, on December 

22nd, 1992, Exxon sent us r e v i s e d reserves f o r — not f o u r 

w e l l s but f i v e w e l l s . They had adjusted the f o u r w e l l s 

more or less the way we wanted, but they found one other 

one t o change t h a t b e n e f i t t e d them, and they stuck t h a t i n 
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too, which was r e a l l y k i n d of c l e v e r . 

But they d i d address the issue of the reserves. 

Q. Were there any other working i n t e r e s t owners a t 

t h a t meeting? 

A. My memory i s t h a t there were not. 

Q. Okay. And then what happened? 

A. The a f t e r Christmas, I wrote back t o Coquina a 

b i g long l e t t e r e x p l a i n i n g a l l the t h i n g s t h a t had been 

done and where we stood w i t h Exxon. And where we stood was 

t h a t we s t i l l d i d n ' t — I t h i n k I used the word — you 

know, Exxon's approach i s crazy, i s what I t h i n k I s a i d i n 

t h a t l e t t e r , regarding the $ 8 0 - m i l l i o n AFE. 

And so e v e n t u a l l y i n February Exxon proposed — 

Well, i t makes sense. They d i d n ' t want t o redo t h i s whole 

great b i g book, and t h e i r approach was, can we make a 

couple pages of amendments i n c r i t i c a l p o i n t s so t h a t we 

can get i t r i g h t , but not r e p u b l i s h t h i s g i g a n t i c book? 

And so they proposed some changes t o the language regarding 

the implementation of the C02 f l o o d . 

And then a couple of weeks l a t e r i n March, we 

sent back a counterproposal k i n d of d r a f t . And by A p r i l 

15th we had reached a p o i n t where th e r e was — I t h i n k 

t h e r e ended up being four pages of r e v i s i o n s or of 

amendments t o the agreement t h a t were acceptable t o us and 

t h a t Exxon would add t o the t e c h n i c a l r e p o r t . 
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And t h a t ' s what was accepted as the f i n a l 

t e c h n i c a l r e p o r t , t h a t b i g f a t volume, plus these few pages 

of amendments. 

Q. B a s i c a l l y , what happened was, Yates' working 

i n t e r e s t owner expressed concern about the t e c h n i c a l 

committee r e p o r t t o Exxon, n e g o t i a t i o n s took place, and 

t h a t r e p o r t was r e v i s e d ; i s t h a t f a i r t o say? 

A. Yes, t h a t ' s the short of i t . 

Q. Let's go t o what has been marked as Yates 

Petroleum Corporation E x h i b i t Number 3. Could you i d e n t i f y 

t h i s , please? 

A. Yes, E x h i b i t Number 3 i s a longer c h r o n o l o g i c a l 

— a longer h i s t o r y of our n e g o t i a t i o n s w i t h Exxon over the 

ownership formula, over the — what you would c a l l the 

p a r t i c i p a t i o n formula, the formula t h a t t e l l s how much of 

the u n i t each t r a c t and each working i n t e r e s t owner owns. 

And the discussions over the t e c h n i c a l r e p o r t 

were j u s t a p r e l i m i n a r y t o t h i s . This i s when what I 

consider the important s t u f f s t a r t e d . 

Q. Does a break of almost a year between the 

discussions on the t e c h n i c a l committee r e p o r t , ending i n 

A p r i l of 1993, and discussions concerning the ownership 

formula — Do you know why there was t h a t k i n d of break i n 

the chronology? 

A. I t h i n k I found out l a t e r t h a t what happened was 
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t h a t Exxon spent a l o t of time a f t e r they got t h e t e c h n i c a l 

r e p o r t approved making agreements, and de c i d i n g i n t e r n a l l y 

t h e i r proposal f o r the ownership and the o p e r a t i o n and the 

var i o u s d e t a i l s of the agreement, and they must have gone 

through a huge procedure t o do t h a t . 

But they came i n A p r i l of 1994, saying — w i t h a 

n o t i c e f o r a meeting, but saying t h a t Exxon has r e a l l y 

s t u d i e d t h i s , and Exxon has an e x c e l l e n t and d e t a i l e d 

proposal t o present t o the working i n t e r e s t owners, and 

please come hear about i t . 

I t h i n k t h a t i t j u s t took them t h a t long t o get 

the f a t agreement and the d e t a i l e d — and k i n d of d i f f e r e n t 

proposal t h a t they came w i t h , t o get i t t o g e t h e r . I t h i n k 

i t j u s t took them a wh i l e t o get i t together. 

Q. Did you attend the A p r i l 2 6th, 1994, meeting? 

A. Yes, I attended i t . I t h i n k a l l the p a r t i e s 

i n v o l v e d here attended i t . I t h i n k Premier and of course 

Exxon attended i t . 

And a t t h a t f i r s t working i n t e r e s t owners' 

meeting — Like I sa i d , the purpose was, come and hear what 

Exxon has t o propose. And i t took several hours t o hear 

what Exxon had t o propose. 

And what they proposed was a two-phase formula 

where Phase 1 consisted of the remaining primary and the 

w a t e r f l o o d , and Phase 2, i f i t happened, was the C02 f l o o d , 
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and the ownership t h a t they proposed was based on the 

present value, based on economic c a l c u l a t i o n s of a d o l l a r 

value of the o i l t o each owner done a t a 20-percent 

discount. 

There were — w e l l , there were — very d e t a i l e d , 

a long l i s t . But those were the main t h i n g s . I t was 

d i f f e r e n t from the — what we ended up w i t h i n the usual 

agreement where you t a l k about primary reserves, C02 

reserves, w a t e r f l o o d reserves. 

They t a l k e d about the d o l l a r value of the primary 

reserves, w a t e r f l o o d reserves, C02 reserves, v i a some 

economic c a l c u l a t i o n s t h a t they couldn't t e l l you the 

d e t a i l s of because they were p r o p r i e t a r y company se c r e t s . 

Anyway, i t was a d i f f e r e n t proposal. 

And we heard i t out. And we went home and s a i d , 

There's some t h i n g s about t h a t t h a t ' s got t o be changed. 

Q. Okay. What was the next t h i n g t h a t occurred? 

A. Well, the next t h i n g t h a t occurred was k i n d of a 

s i d e l i g h t t h a t ' s very important t o t h i s hearing. 

At the end of t h a t A p r i l 2 6th meeting, I b e l i e v e 

i t was Mr. Mayhew, but the Exxon r e p r e s e n t a t i v e came up t o 

me and s a i d , Premier has come and they've got some r e a l 

concerns about the picks on the logs and these w e l l s out on 

the west side, and we'd l i k e t o get the g e o l o g i s t s together 

t o meet. Would Yates be w i l l i n g t o come t o a meeting t o 
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discuss j u s t the geology of those w e l l logs? 

And on May 4th they a c t u a l l y sent us an agenda 

f o r the meeting, but I knew about the meeting a t the end of 

the day on A p r i l 26th. 

I went r i g h t home and t a l k e d t o the g e o l o g i s t who 

worked i n my group a t Yates, and t h a t ' s a lady named D'Nese 

Fl y , who doesn't work f o r Yates anymore, but t o l d her about 

t h i s meeting coming up and t o l d her t h a t she needed t o 

study i t f o r the next two weeks and f i g u r e out whether she 

agreed w i t h the Exxon or the Premier view of the logs. 

So the next t h i n g t h a t happened between us was on 

May 13th t h e r e was a meeting i n Midland, and the attendees 

were Premier, Yates and Exxon. And the t o p i c was geology. 

I t was these logs, s p e c i f i c a l l y , the FV3 and the logs i n 

t h a t area. 

And the other people can — Well, Premier 

presented how they viewed the logs, and Exxon presented how 

they viewed the logs. 

And D'Nese had spent these two weeks l o o k i n g a t 

the logs and the associated geology. And towards the end 

of the meeting, the people asked me, What i s Yates' 

p o s i t i o n on t h i s ? 

And I sa i d , Yates' p o s i t i o n on t h i s i s whatever 

t h i s lady g e o l o g i s t t e l l s you t h a t Yates' p o s i t i o n i s . And 

she s a i d her two weeks of study — 
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MR. KELLAHIN: I'm going t o o b j e c t t o Dr. Boneau 

t e s t i f y i n g about what D'Nese Fly has concluded about the 

geology. I t ' s an o u t - o f - c o u r t statement o f f e r e d t o prove 

the matter asserted. Ms. Fly needs t o be present t o be 

cross-examined. 

I t ' s i n a p p r o p r i a t e f o r Dr. Boneau t o put a 

geologic p o s i t i o n on h i s company through an absent witness. 

EXAMINER STOGNER: Mr. Carr? 

MR. CARR: I t h i n k I can handle t h i s w i t h o u t 

asking Dr. Boneau t o t e s t i f y about what D'Nese F l y s t a t e d , 

i f I can ask him several questions. 

EXAMINER STOGNER: I t h i n k t h a t would be 

app r o p r i a t e . 

Q. (By Mr. Carr) Dr. Boneau, you attended the 

meeting on May 13, 1994, w i t h r e p r e s e n t a t i v e s of Exxon and 

Premier, d i d you not? 

A. Yes. 

Q. And attached i n E x h i b i t 7 are the notes of t h a t 

meeting; i s t h a t correct? 

A. Yes, there are notes of t h a t meeting. 

Q. And they are included i n E x h i b i t 7 as E x h i b i t 

3-D; i s t h a t c o r r e c t ? 

A. Yes, s i r . 

Q. And also there are comment l e t t e r s as a r e s u l t of 

t h a t meeting t h a t are included i n E x h i b i t Number 7 as 
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E x h i b i t 3-F — or — 

A. No, you're misreading. 

Q. 3-D and 3-E are the documents; i s t h a t c o r r e c t ? 

A. No, 3-E i s not r e l a t e d t o t h a t meeting. 

Q. A l l r i g h t . So only 3-D are the notes — 

A. Only 3-D i s r e l a t e d t o t h a t meeting. 

Q. And what are those, w i t h o u t going i n t o t he 

d e t a i l s ? 3-D i s what? 

A. 3-D i s an agenda of the meeting, some notes from 

Exxon on the meeting, some notes from Premier on the 

meeting. 

Q. And are these notes from the business records of 

Yates Petroleum Corporation? 

A. Yes, s i r . 

Q. And i s i t the normal course of Yates Petroleum 

Corporation t o keep notes of t h i s nature? 

A. Yes, s i r . 

MR. CARR: I would move the admission a t t h i s 

p o i n t i n time, Mr. Stogner, of E x h i b i t 3-D. I t ' s the 

business records of Yates Petroleum Corporation, and i t i s 

an exception t o the hearsay r u l e , Rule 807, and they may be 

admitted as such. 

EXAMINER STOGNER: Mr. Kellahin? 

MR. KELLAHIN: One moment. May I ask Mr. Carr 

where he i s i n t h i s ? 
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MR. CARR: Yeah, i t ' s E x h i b i t 7, Tom. 

Q. (By Mr. Carr) Dr. Boneau, can you t u r n t o — can 

you take out the book which i s E x h i b i t 7, please, and can 

you — 

A. P u l l the tab t h a t says 3-D. 

Q. And can you i d e n t i f y f o r us what you have 

described as the notes from the UCC meeting, t h i s Upper 

Cherry Canyon meeting? Can you i d e n t i f y those, please? 

A. The f i r s t page of 3-D says Proposed Avalon-

Delaware U n i t Technical Report Discussions. 

Q. And the m a t e r i a l behind t h i s t a b , these are the 

records of Yates Petroleum Corporation? 

A. Yes, they are the records of Yates Petroleum 

Corporation. They came from handouts a t t h a t meeting. 

Q. And these were prepared on or about the time of 

t h a t meeting? 

A. The pieces of paper t h a t are t h e r e were prepared 

by Exxon or Premier f o r t h a t meeting. 

Q. And are these documents t h a t are kept by Yates as 

p a r t of i t s business records? 

A. Yes, s i r . 

Q. And i s i t — I n the or d i n a r y course of Yates' 

business are records of t h i s nature kept i n i t s f i l e s ? 

A. Yes, s i r . 

MR. CARR: I move the admission of the documents 
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behind 3-D. 

MR. KELLAHIN: No o b j e c t i o n . 

EXAMINER STOGNER: So admitted. 

MR. CARR: And those documents, Mr. Stogner, we 

submit, speak f o r themselves, and we w i l l move on i n the 

pr e s e n t a t i o n . 

EXAMINER STOGNER: Thank you. 

Q. (By Mr. Carr) Dr. Boneau, I ' d l i k e t o go t o what 

i s item number 5 on Yates Petroleum Corporation E x h i b i t 

Number 3. 

A. Yeah, l e t ' s get back t o the main s t o r y . 

Q. A l l r i g h t . 

A. The main s t o r y was, we d i d n ' t l i k e t h e i r 

ownership formula. 

Q. A l l r i g h t . What happened a t t h a t — Foll o w i n g 

the UCC meeting, what happened? 

A. At the o r i g i n a l working i n t e r e s t owners' meeting, 

we heard Exxon's p r e s e n t a t i o n , and the idea was, people 

would go back and react t o t h a t , and then the working 

i n t e r e s t owners would reassemble and t a l k about the 

r e a c t i o n s t o the Exxon proposal. 

That meeting — Well, the f i r s t meeting generated 

some comment l e t t e r s from Premier, Yates, Hudson, Whiting, 

ANP, various people, about t h i n g s they d i d n ' t l i k e about 

the Exxon proposal. 
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And the working i n t e r e s t owners reassembled on 

June 17th, 1994, item number 6, and most of t h a t meeting 

was spent discussing Yates' l i s t of r e a c t i o n s , of t h i n g s we 

d i d n ' t l i k e about the Exxon proposal. And I've l i s t e d the 

main t h i n g s t h e r e . 

We d i d n ' t l i k e the ownership formula, we d i d n ' t 

l i k e what Exxon proposed f o r the v o t i n g percentage t h a t was 

r e q u i r e d t o approve an AFE, nobody l i k e d t h e i r overhead 

r a t e s of $72 5 a month. Things l i k e t h a t . 

Yates — I was there w i t h a couple other Yates 

people, but I d i d most of the t a l k i n g , and we discussed why 

we d i d n ' t t h i n k the ownership formula was f a i r . The 

ownership formula proposed by Exxon gave Yates 9.8 percent 

of the u n i t i n t h i s Exxon Phase 1, which was the primary i n 

the w a t e r f l o o d . I t gave Yates about 11.5 percent of the 

u n i t i n the C02 phase. 

The numbers from the t e c h n i c a l r e p o r t are t h a t 

Yates has a l i t t l e less than 8 percent of the primary 

reserves, Yates has 14 percent of the w a t e r f l o o d reserves, 

Yates has 12 percent of the C02 reserves, and we d i d n ' t 

t h i n k t h a t 8 and 14 and 12 added up t o 9.8. From our 

p o s i t i o n , those are the numbers. 

The other people there f e l t s i m i l a r . I t r i e d t o 

l a y out why we thought the Exxon formula was g i v i n g too 

much t o Exxon and not enough t o the other people, and I d i d 
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t h a t . 

The r e s u l t of t h a t meeting — and I — And a t 

t h a t meeting, I t o l d Exxon t h a t Yates p r e f e r r e d a one-phase 

formula, i f p o s s i b l e . 

And the r e s u l t of t h a t meeting was t h a t Exxon 

stuck me w i t h the job of coming up w i t h a s u i t a b l e one-

phase formula, and I went home and a c t u a l l y t r i e d t o do 

t h a t . 

And item number 8 i s a d r a f t of an i n t e r n a l Yates 

memo discussing what turned out t o be Yates' proposal A. 

Q. And what d i d you do w i t h t h a t proposal? 

A. I t a l k e d about i t w i t h Peyton Yates se v e r a l 

times, but i t ' s not a one-phase formula. The more I looked 

a t i t , the more I decided t h a t the l o g i c a l d i v i s i o n was t o 

break i t i n t o a primary phase where Yates and the other 

people had a r e l a t i v e l y small i n t e r e s t , and Exxon has 80 

percent of the remaining primary reserves, and separate 

t h a t from e v e r y t h i n g t h a t would come a f t e r i t , from the 

w a t e r f l o o d and C02. 

And so the proposals t h a t I came up w i t h were 

r e a l l y two-phase, or where the f i r s t phase was a very s h o r t 

phase re p r e s e n t i n g the remaining primary, and Phase 2 was 

s t a r t i n g w i t h the wa t e r f l o o d on. And the idea was, Yates 

would accept a small i n t e r e s t i n Phase 1 i n the near-term 

o p e r a t i o n , because we had a small p a r t of the remaining 
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primary reserves, but we should have a — around 12 percent 

or so of the w a t e r f l o o d and C02, because t h a t ' s what the 

r e p o r t s a i d we had of the reserves. 

So item number 8 i s an i n t e r n a l Yates memo, and a 

— I t h i n k there's a c t u a l l y two of them t h e r e . 

And then on September 6th of 1994 I sent t o Exxon 

what I'm c a l l i n g Yates' Proposal A t h a t was approved by the 

Yates management, and i t does the k i n d of t h i n g s t h a t I'm 

t a l k i n g about. 

Phase 1 i s only the primary. We proposed t h a t 

the Phase 2 owners pay a l l the c a p i t a l costs, r i g h t from 

the s t a r t , and t h a t meant t h a t a t the s t a r t of the f l o o d 

Yates would be paying 12 percent of the cost and g e t t i n g 7 

or 8 percent of the income, but we thought t h a t was f a i r . 

Those are the two main t h i n g s i n the proposal 

t h a t we sent out. 

Q. And what s o r t of a response d i d you re c e i v e from 

Exxon? 

A. Exxon d i d not make a counterproposal. They 

responded and said, Your proposal causes other problems. 

They responded w i t h what I would c a l l questions. 

And one of the main t h i n g s they responded w i t h 

was t h a t charging the c a p i t a l costs the way I wanted t o do, 

which b e n e f i t t e d Exxon, h u r t Premier. Okay, I guess I 

should say the o r i g i n a l Exxon proposal, you know, way back 
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i n A p r i l , gave Premier zero, u n t i l the end of the 

w a t e r f l o o d . 

My proposal included C02 reserves i n both Phase 1 

and Phase 2 and t h e r e f o r e gave Premier some i n t e r e s t r i g h t 

from the s t a r t . 

But what Exxon pointed out was t h a t Premier would 

be paying f o u r times more f o r c a p i t a l i n the e a r l y p a r t 

than they were g e t t i n g i n the income. And Yates was 

w i l l i n g t o accept an 8-to-12 r a t i o but Exxon wondered 

whether Premier would be w i l l i n g t o accept a l - t o - 4 r a t i o . 

Anyway, we t a l k e d about problems w i t h — Well, I 

hate t o say "problems w i t h our proposal", but they were 

problems w i t h our proposal. 

Q. A l l r i g h t . And t h a t takes us t o --

A. That takes us t o 10 and 11. 

Q. A l l r i g h t . 

A. And then as a r e s u l t of those meetings, I got 

Yates' management t o approve a couple other proposals t h a t 

were k i n d of s i m i l a r i n t h a t they were two-phase, but we 

addressed the problem of Premier paying more than they were 

g e t t i n g by c r e a t i n g what I c a l l a s p e c i a l Phase 2 owners, 

where the idea was t h a t Exxon and Yates would lend these 

excess c a p i t a l costs t o people l i k e Premier a t zero 

i n t e r e s t , so t h a t they could not have huge b i l l s a t the 

s t a r t , but we could s t i l l give Exxon the b e n e f i t of us 
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paying f o r the cost of the w a t e r f l o o d t h a t was r e a l l y going 

t o b e n e f i t us. 

And these new proposals included d e t a i l e d t h i n g s 

on overhead where we d i d n ' t mind paying high overhead 

d u r i n g the C02 f l o o d , but during the w a t e r f l o o d we thought 

the overhead should be lower. 

We gave them a comprehensive proposal t h e r e i n 

December. 

Q. And what was t h e i r response? 

A. Between Christmas and New Year's, they c a l l e d me 

w i t h a counterproposal, and t h i s was the f i r s t time t h a t 

Exxon had a c t u a l l y made a counterproposal, and I was 

h a l l e l u j a h ' i n g about t h a t . 

And I wrote up i n t e r n a l — the d i f f e r e n c e s 

between where Yates was and where Exxon was, and we were 

g e t t i n g p r e t t y close. I n f a c t , over a s e r i e s of — We're 

now down t o item 14 or so. Over a s e r i e s of phone c a l l s 

d u r i n g t h a t time, Mr. Mayhew and myself, t a l k i n g w i t h 

Yates' management, came t o the p o i n t where we had a two-

phase formula t h a t we were w i l l i n g t o accept. 

And when Mr. Mayhew took t h a t t o h i s management 

and went through i t , a t l e a s t the r e p o r t I got from him was 

— He c a l l e d me up and said, You won't b e l i e v e what 

happened; my manager wants us t o go t o a one-phase formula 

t h a t does t h i s and t h i s and these other t h i n g s . 
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And I sa i d , I can make a one-phase formula t h a t 

does t h a t . And i n item 15 I sent him a one-phase formula 

which has the shorthand t h a t ' s l i s t e d t h e r e . I t was 23 

percent primary reserves, 47 percent w a t e r f l o o d reserves 

and 3 7 percent C02 reserves. 

And the response I got back from Exxon was a 

l e t t e r t h a t recommended the 25-50-25 t h a t we — t h a t 

appears i n the f i n a l agreement. 

Q. So i s i t f a i r t o say t h a t as t o the ownership 

formula t h a t i s i n the u n i t documents, t h a t over a n i n e -

month p e r i o d of time Yates and Exxon were i n a c t i v e 

n e g o t i a t i o n , t r y i n g t o develop a formula t h a t would be 

acceptable t o the working i n t e r e s t owners i n t h i s u n i t ? 

A. Yes, t h a t ' s f a i r t o say. And i t ' s f a i r — I 

t h i n k i t ' s f a i r t o say t h a t the f i n a l r e s u l t i s f a i r . We 

t h i n k i t ' s f a i r . Our i n t e r e s t went from 9.8 percent t o 12 

percent. Premier's i n t e r e s t went from zero t o one percent. 

And yes, i t accomplished, i n terms of ownership, 

the goals t h a t got us t o the items t h a t I l a i d out i n June 

of 1994 a t t h a t second working i n t e r e s t owners' meeting. 

And s i x months l a t e r , we had an agreement t h a t accomplished 

the major goals t h a t I thought t h a t Yates should have, and 

the other people t h a t were i n more or less the same 

p o s i t i o n as Yates. 

Q. Now, Dr. Boneau, l e t ' s go t o what has been marked 
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as Yates Petroleum Corporation E x h i b i t Number 4. Could you 

b r i e f l y review t h i s e x h i b i t ? 

A. Hopefully t h i s one can be b r i e f e r . 

E x h i b i t Number 4 i s a s i m i l a r k i n d of chronology 

f o r the t h i r d set of n e g o t i a t i o n s w i t h Exxon. I thought 

a f t e r we had the ownership formula f i x e d t h a t we were i n 

good shape, and I was wrong. 

The l a s t item on E x h i b i t 3 was January 19th, 

1995. And on January 31st, 1995, I received w r i t t e n from 

Exxon a l e t t e r l a y i n g out the proposed changes t o t h e 

o r i g i n a l Exxon proposal t h a t Yates and Exxon had agreed 

upon, and i t had the formula l i k e we had agreed, e t cetera. 

But i t had a procedure f o r v o t i n g on AFEs t h a t 

shocked me, b a s i c a l l y , t h a t — and ray r e a c t i o n was, as I 

wrote, the v o t i n g procedure s t i n k s . And what Exxon had 

proposed was t h a t they own about 7 3 percent, 7 3-and-a-

f r a c t i o n percent, and they wanted anything t o be approved 

by less than 76 percent, so they needed only l i k e 2.5 

percent a d d i t i o n a l people t o approve anything. 

And Yates' concern was t h a t t h i s was a r e a l l y 

expensive p r o j e c t , and we thought t h a t b i g expenditures 

should be subject t o k i n d of a supermajority vote, t h a t the 

m i n o r i t y — we d i d n ' t mind having l i t t l e say on workovers 

and the more or less normal operations. But when you're 

going t o go out and spend $14 m i l l i o n or $40 m i l l i o n or $80 
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m i l l i o n , we thought t h a t there needed t o be a v o t i n g 

procedure t h a t l e t the m i n o r i t y people have more of a say 

than Exxon was proposing. 

Q. Okay, and what happened? 

A. We paid a l o t of fax b i l l s , I t h i n k . 

Q. And what was the r e s u l t of t h a t ? 

A. Exxon — Yeah. We sent Exxon proposals, and they 

sent proposals back t o us. And we got a committee of f i v e 

Yates people together, and we had a — f i v e d i f f e r e n t 

t h i n g s t o send them every day, t h a t they found confusing. 

F i n a l l y , about February 2 2nd, there's a memo t h a t 

— where Exxon says, I'm at my l i m i t on t h i s . And my 

r e t u r n says, t h i s i s as f a r as Peyton w i l l go. And we were 

s t i l l , you know, more than a m i l l i m e t e r a part. 

And Mr. Mayhew, I t h i n k , took those two t h i n g s t o 

h i s manager and worked them out and sent us back a l e t t e r 

saying t h a t i n a s p i r i t of cooperation, w e ' l l compromise i n 

these areas. 

And we ended up w i t h a v o t i n g procedure where the 

b i g expenditures r e q u i r e 85-percent approval and the 

smaller expenditures r e q u i r e the approval t h a t Exxon 

proposed. 

Q. Now, Dr. Boneau, the second matter on E x h i b i t 1 

i s a statement t h a t a f a i r agreement was reached, and Yates 

supports the u n i t as proposed by Exxon. Can you e x p l a i n 
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t h a t , please? Upon what do you base t h a t statement? 

A. I have two ideas involved i n c a l l i n g i t f a i r . 

I very much be l i e v e t h a t the whole r e s e r v o i r 

should be included i n the u n i t , so t h a t you don't have 

problems down the road and so t h a t you can r e a l l y operate 

on the whole r e s e r v o i r . And so I was — I d i d not l i k e a t 

a l l t h a t the o r i g i n a l Exxon proposal — i t gave no t h i n g t o 

these r i n g people u n t i l you got t o the C02. And so a l l my 

proposals involved b r i n g i n g Premier and these — what I 

c a l l e d the people i n the r i n g i n t o the u n i t . 

And the f i n a l proposal, the f i n a l agreement, had 

those people i n from the s t a r t , they had Premier a t one 

percent. 

My other idea of f a i r was t h a t the ownership t h a t 

we got when i t was commensurate w i t h our p o r t i o n of the 

primary w a t e r f l o o d and C02 reserves — which were 8, 14 and 

12 percent, and l i k e I sa i d , I d i d n ' t t h i n k 9.8 was a f a i r 

average of those but t h a t 12 was a f a i r average of those, 

and we got t o an agreement where Yates got 12 percent of 

the u n i t , based on having 8, 14 and 12 percent of the 

component reserves. 

Q. I s i t your testimony t h a t the formula i n the u n i t 

documents i s f a i r t o Yates? 

A. I t ' s my testimony t h a t the agreement i s f a i r t o 

Yates. 
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Maybe the Examiner — Maybe I d i d n ' t make i t 

c l e a r . There's a r e a l c l e a r d i v i s i o n of ownership i n t h i s 

where some w e l l s are owned 100 percent by Exxon and the 

other w e l l s f o r the most p a r t are owned by a group of 

people t h a t includes Yates and Coquina. 

And so there were a group of people t h a t were i n 

the same boat as Yates. And i f the agreement could be made 

more f a i r f o r Yates, i t was a u t o m a t i c a l l y made more f a i r 

f o r a long l i s t of those owners, those non-Exxon owners. 

Q. I n your opinion, i s the agreement f a i r t o t h a t 

non-Exxon owner l i s t ? 

A. Yes, i t ' s my opinion t h a t i t ' s f a i r t o t h a t non-

Exxon owner l i s t and t h a t i t ' s f a i r t o the r i n g people. 

And Exxon i s b i g enough t o take care of i t s e l f , and so I 

t h i n k i t ' s f a i r t o Exxon. 

Q. I s i t f a i r t o Premier? 

A. Yes, they're one of those r i n g people. They're 

probably the biggest of the r i n g people. 

Q. Now, Dr. Boneau, the t h i r d item on E x h i b i t Number 

1 s t a t e s t h a t Premier promised Delaware development by 

1991. Can you e x p l a i n what you mean by t h a t statement? 

A. Yes, I ' l l attempt t o do t h a t , b r i e f l y , h o p e f u l l y . 

I n November of 1990, I appeared before — Jim 

Morrow, a c t u a l l y , was the hearing examiner, i n Case 10,145, 

seeking t o increase the GOR. You heard testimony today 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

157 

about how the GOR has r i s e n t o about 3000. The GOR i n the 

normal statewide r u l e s i s 2 000, and th e r e was a need t o 

increase i t , and Yates had p r e t t y s o l i d engineering data t o 

support t h a t . 

Anyway, Premier opposed t h a t a p p l i c a t i o n . And 

L a r r y Jones, who has since died, was the person who 

t e s t i f i e d . And h i s testimony — p a r t of h i s testimony 

e s s e n t i a l l y s a i d , I've had t h i s lease since J u l y of 1990, 

i t ' s now only a few months l a t e r , you're doing something 

t h a t ' s going t o a f f e c t me, and I haven't had time, r e a l l y , 

t o develop my lease and I'm going t o develop i t w i t h i n the 

next year. And he made t h a t statement a couple times. 

I t h i n k i t hasn't happened, but — And we haven't 

heard from Premier y e t , but they t a l k e d about developing 

t h i s lease i n 1990, and they're going t o t a l k about i t , I 

guess, again tomorrow. And you j u s t need t o remember the 

t r a n s c r i p t from Case 10,145. 

Q. Now, Dr. Boneau, you were present t h i s morning 

when t h e r e were discussions w i t h the land witness f o r Exxon 

concerning minutes of the June 17 working i n t e r e s t owner 

meeting, were you not? 

A. I was here, yes, s i r . 

Q. And you were present when there was a d i s c u s s i o n 

about a c t i o n s taken at t h a t meeting concerning whether or 

not the i n t e r e s t s of Premier could or should be excluded 
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from the u n i t area. Do you r e c a l l t h a t conversation? 

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

Q. What has been Yates 1 p o s i t i o n on the i n c l u s i o n of 

the Premier acreage i n t h i s u n i t ? 

A. Yates' p o s i t i o n has always been t h a t the e n t i r e 

r e s e r v o i r needed t o be u n i t i z e d , and a l l the — l i k e I say, 

a l l the formulas I proposed included — i n c l u d i n g t h a t 

e n t i r e r e s e r v o i r , Premier and everybody i n the r e s e r v o i r . 

At t h a t meeting on June 17th, t h e r e were 

discussions about the Premier acreage, and people agreed 

t h a t i t would solve the problem, t h a t you could go ahead by 

o m i t t i n g the Premier acreage. 

But I was — I agreed t h a t t h a t was a p o s s i b l e 

s o l u t i o n , but i t was always a p o s i t i o n t h a t I was opposed 

t o . I take exception t o saying t h a t I agreed t o t a k i n g 

them out. I never agreed t o take — Yates never agreed t o 

t a k i n g them out. 

Q. I s i t your r e c o l l e c t i o n t h a t t h i s acreage was 

ever voted out of the proposed u n i t area? 

A. No, i t was never voted out of the proposed u n i t 

area, and I went home from t h a t meeting and immediately 

s t a r t e d preparing formulas t h a t included Premier i n the 

u n i t . 

Q. I f t h a t acreage i s excluded from the u n i t area, 

what w i l l the impact u l t i m a t e l y be on the u n i t operations? 
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A. I f t h a t acreage i s excluded, we're back t o square 

one, or we're not even up t o square one. I f t h a t acreage 

i s excluded, obviously, we lose the reserves t h a t e x i s t 

between the westernmost Yates w e l l s and the Premier 

acreage. There's no way t o get those w i t h o u t an i n j e c t o r 

over t h e r e . 

Worse than t h a t , we've got t o r e n e g o t i a t e who 

owns the shrunken u n i t , and Yates w i l l be c r e d i t e d — or 

Yates and i t s partners w i l l be c r e d i t e d w i t h fewer C02 

reserves, and Exxon's going t o want us t o lower our 

i n t e r e s t i n the u n i t , and we're not going t o want t o lower 

our i n t e r e s t i n the u n i t , and we're going t o be back 

f i g h t i n g again. 

The reason t h a t concerns me, I t h i n k t h a t t h i s i s 

r e a l l y a very important u n i t t o get s t a r t e d i n southeast 

New Mexico, f o r a couple of reasons. 

I t ' s the f i r s t u n i t , i n c l u d i n g Brushy Canyon and 

Cherry Canyon, t o be put together f o r w a t e r f l o o d , and t h e r e 

are a bunch of other Delaware f i e l d s out t h e r e i n Sand 

Dunes and L i v i n g s t o n Ridge, e t cetera, t h a t are l o o k i n g t o 

t h i s f l o o d t o be a prototype and a leadership r o l e i n 

developing those other Delaware reserves. 

I'm r e a l happy t o have Exxon i n v o l v e d i n t h i s 

f i r s t f l o o d . Exxon has f a n t a s t i c technology, and i f we're 

going t o get a successful C02 f l o o d Exxon are the people t o 
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b r i n g the technology so t h a t i t works. 

Exxon are the people t o b r i n g a C02 p i p e l i n e down 

t h e r e . I f we can get t h a t , t here w i l l be other f i e l d s t h a t 

are developed. 

There i s j u s t so much p o t e n t i a l r i d i n g on t h i s 

f l o o d , and we'd be back t o square zero. I r e a l l y don't 

want t h i s u n i t t o f a l l apart. 

Q. Comments have been made today d u r i n g testimony or 

questions asked i n which i t ' s been suggested t h a t t he 

Premier t r a c t s are of no value t o the u n i t . Do you concur 

i n t h a t ? 

A. No, I disagree w i t h t h a t idea e n t i r e l y , and a l l 

the proposals t h a t I've made f o r formulas gave value t o 

Premier, t o the Premier w e l l s . 

The Premier w e l l s are valuable because they serve 

as host of C02 reserves and as s i t e of i n j e c t i o n w e l l s , t o 

push those C02 reserves t o producing w e l l s , some of which 

are on acreage operated by Yates. 

Q. I f t h i s acreage i s not included, w i l l the 

u l t i m a t e recovery from t h i s u n i t be aff e c t e d ? 

A. Yes, very much so, because there's about f o u r or 

f i v e m i l l i o n b a r r e l s of reserves on those westernmost 

t r a c t s operated by Yates, and you're going t o lose, you 

know, two m i l l i o n or more of those b a r r e l s f o r sure. 

Q. And w i l l those be wasted? 
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A. They w i l l not be recovered, and they could have 

been otherwise. That's c a l l e d waste, yes, s i r . 

Q. Do you have anything f u r t h e r t o add t o your 

testimony? 

A. No, s i r . 

Q. Were E x h i b i t s 1 through 7 prepared by you? 

A. Yes, they were prepared by me. 

Q. Or compiled under your d i r e c t i o n ? 

A. They were prepared by me. A l o t of them 

consisted of gathering up papers t h a t other people have 

sent me or I've sent other people. Yes, they were prepared 

by me. 

Q. And the papers t h a t you've gathered t o g e t h e r and 

have included i n E x h i b i t s 6 and 7, are those from the 

business records of Yates Petroleum Corporation? 

A. Yes, s i r , they are. 

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

i n t o evidence Yates E x h i b i t s 1 through 7. 

EXAMINER STOGNER: Are there any ob j e c t i o n s ? 

MR. KELLAHIN: No o b j e c t i o n . 

EXAMINER STOGNER: E x h i b i t s 1 through 7 w i l l be 

admitted i n t o evidence. 

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

examination of Dr. Boneau. 

EXAMINER STOGNER: Thank you, Mr. Carr. 
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Mr. Bruce, your witness. 

EXAMINATION 

BY MR. BRUCE: 

Q. Just one question, Dr. Boneau. The May 13th, 

1994, meeting, a t the conclusion of t h a t meeting d i d the 

Yates g e o l o g i s t s agree w i t h Exxon's geolog i s t s ? 

A. Yes. 

MR. BRUCE: Thank you. 

EXAMINER STOGNER: Mr. Bruce. 

Mr. K e l l a h i n , your witness. 

CROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. Dr. Boneau, I need you t o r e f r e s h my r e c o l l e c t i o n 

of some of the chronology e a r l y on i n the u n i t process. 

E x h i b i t 7 from Exxon shows some e n t r i e s back i n 

1991. The very f i r s t e n t r y i s a May 29th, 1991, e n t r y 

where i t says the working i n t e r e s t owners, apparently a t 

Exxon's request, had a p r e l i m i n a r y meeting. Were you 

inv o l v e d i n t h i s process f o r Yates back t h a t f a r ? 

A. My memory i s yes. 

Q. And so you would have been Yates' r e p r e s e n t a t i v e 

back i n May of 1991? 

A. I attended t h a t — My memory i s , I attended t h a t 

meeting and one or two other Yates people attended t h a t 

meeting. 
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Q. Do you r e c a l l i f Premier was a t t h a t meeting? 

A. I do not r e c a l l . 

Q. Was t h a t the meeting i n which the working 

i n t e r e s t owners t h a t were present decided t h a t they would 

accept Exxon's o f f e r t o use Exxon's t e c h n i c a l personnel t o 

prepare or begin preparing a t e c h n i c a l r e p o r t ? 

A. My memory i s yes, but I haven't looked a t t h a t 

l e t t e r r e c e n t l y . 

Q. I was t r y i n g t o f i t i n where you had s a i d e a r l i e r 

t h a t Yates had agreed t o l e t Exxon's t e c h n i c a l people 

prepare the r e p o r t . 

I s t h i s the May of 1991 meeting t h a t we're 

t a l k i n g about? 

A. I t h i n k so. The chronologies I d i d prepare were 

too lengthy anyway, and I t r i e d t o omit t h a t e a r l y s t u f f . 

But yes, my memory i s i n agreement w i t h your statements. 

Q. Was there a t e c h n i c a l r e p o r t generated by Exxon's 

personnel t h a t predates t h i s August, 1992, book t h a t we're 

l o o k i n g a t today? 

A. Not as f a r as I know. 

Q. Okay. Then the next meeting t h a t ' s shown on the 

Exxon chronology i s t h i s November 20th of 1991. There's a 

second p r e l i m i n a r y meeting on a t e c h n i c a l d i s c u s s i o n and 

p r o j e c t plan. Were you at t h a t meeting? 

A. I t h i n k so. 
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Q. Do you know whether or not t h e r e was any 

t e c h n i c a l r e p o r t presented a t t h a t meeting back i n 1991? 

A. I know there was no t e c h n i c a l r e p o r t i n the sense 

of a bound or unbound group of papers. There was some — 

what s h a l l we c a l l i t ? — Exxon handouts. 

But no, i t was not what you would c a l l a r e p o r t ; 

i t was some p r e l i m i n a r y papers about p r o d u c t i o n , and here's 

an area t h a t looks l i k e i t has a common r e s e r v o i r . 

Q. Do you know i f Premier was i n v o l v e d i n t h a t 

meeting back i n November of 1991? 

A. I'm s o r r y , I don't remember. 

Q. At what p o i n t i n t h i s chronology d i d you examine 

the reserves a t t r i b u t e d t o the Yates t r a c t s and request 

t h a t t h e r e be adjustments made i n those reserve 

c a l c u l a t i o n s ? I b e l i e v e you mentioned f o u r t r a c t s ? 

A. Four w e l l s , yes, s i r . There were no — My memory 

i s , t h e r e were no hard numbers u n t i l the t e c h n i c a l r e p o r t 

dated August, 1992, came i n t o existence. 

Q. A l l r i g h t . And so i t i s t h a t r e p o r t , then — 

A. I t i s t h a t r e p o r t t h a t has reserves i n i t , w e l l 

by w e l l reserves, and we disagreed w i t h the primary 

reserves assigned t o four w e l l s , two Yates w e l l s t h a t we 

thought they had given too few reserves t o , and two Exxon 

w e l l s t h a t we thought they had given too l a r g e reserves t o . 

Q. Do you r e c a l l how Exxon had c a l c u l a t e d or 
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formulated t h e i r conclusion about t h e i r reserve c a l c u l a t i o n 

f o r those wells? 

A. We got the r e p o r t w i t h the associated verbiage, 

and we d i d reserves independently, and we got d i f f e r e n t 

numbers. 

We t o l d Exxon t h a t we had — we had d i f f e r e n t 

numbers, and the numbers we had made sense i n our head, and 

t h e i r numbers d i d n ' t make sense, and we went and — we t o l d 

them t h a t we d i d n ' t agree. 

We went t o t h i s meeting, and they explained how 

they had done i t i n d e t a i l a t t h a t meeting. I t i n v o l v e d 

GOR l i m i t s and rate-versus-cum curves. I t i n v o l v e d them 

s e t t i n g up a procedure, a r a t h e r elaborate procedure, and 

what I would c a l l s l a v i s h l y applying i t t o every s i n g l e 

w e l l , and i t turned out t h a t we thought t h a t t he GOR l i m i t s 

t h a t they had assumed were unreasonable f o r these few 

w e l l s , and — you know, as a r e s u l t of t h i s meeting we saw 

a reason why they had a d i f f e r e n t number than we had. And 

a t l e a s t i n a couple of the cases, I thought we convinced 

them t h a t — go look a t the production of t h i s w e l l , and 

your number i s unreasonable. 

Q. Are those amendments r e f l e c t e d now i n the 

documents t h a t we received today, whereby — 

A. Those amendments — There are thr e e or f o u r pages 

of amendments t o the — what I'm c a l l i n g the t e c h n i c a l 
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agreement, and a t l e a s t one of those pages i s a r e l i s t i n g 

of the reserves, w e l l by w e l l , and i t has d i f f e r e n t numbers 

than the o r i g i n a l r e p o r t f o r a t l e a s t f i v e w e l l s , f o u r of 

those being the ones t h a t Yates brought up. 

Q. A l l r i g h t . I f I showed you a copy of Map 1, 

which i s simply the index map, would you be able t o 

i d e n t i f y the fo u r Yates w e l l s or t r a c t s f o r which t h e r e was 

reserve adjustments? 

A. I don't t h i n k so. 

Q. You wouldn't be able t o do t h a t ? I s t h e r e any 

way t o document which t r a c t s were adjusted i n terms of 

reserve? Perhaps we could do t h a t a t the break i f 

there's — 

A. Yeah, the only way t o document i t i s t o look a t 

the t e c h n i c a l r e p o r t and look at the amendments and see 

where those numbers d i f f e r . 

Q. A l l r i g h t . Let me show you the — Map 1. Map 1 

i s out of the Exxon book, so you have t h a t reference. And 

I want t o show you Exxon's E x h i b i t G-19, which i s out of 

the bigger r e p o r t , and i t ' s the summary of p o t e n t i a l 

reserves, i n c l u d i n g the workover and the w a t e r f l o o d . Let 

me hand t h a t t o you so t h a t you have t h a t i n f r o n t of you. 

A l l r i g h t , s i r , here's the base map, and here's 

the spreadsheet. 

A. Here's the way t o answer your question. My 
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E x h i b i t 2-G i s the l e t t e r of r e v i s i o n s — I t ' s the l a s t 

p a r t of E x h i b i t 6. 

Q. A l l r i g h t , s i r . 

A. And a t the bottom of t h a t page i t says something 

about reserves have been adjusted f o r f i v e w e l l s and l i s t s 

them t h e r e , I b e l i e v e . 

Q. A l l r i g h t , I've got i t . 

A. I s t h a t a way t o answer your question? 

Q. Yes, s i r , I hope so. 

When you look a t the map and look a t the Yates 

t r a c t s t h a t are i n the — Let's see i f I get my sections 

r i g h t . I n the northwest quarter of Section 30 t h e r e e x i s t 

f o u r t r a c t s . Each of them has a number code. 

And i f you go down on the E x h i b i t G-19, you're 

going t o f i n d t h a t code repeated, and you can read across. 

For example, i f you look a t what i s i d e n t i f i e d as the EP7 

w e l l , i t ' s w i t h i n Tract 1111, and i f you look on G-19 and 

f i n d 1111, read across, i t shows a workover p o t e n t i a l f o r 

t h a t w e l l t h a t gains i t an a d d i t i o n a l 266,000 b a r r e l s of 

o i l , a t t r i b u t e d t o workover. Do you see t h a t ? 

A. Yes, s i r . 

Q. Has Yates independently evaluated the workover 

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

section? 

A. Yates — How t o say t h i s . Yates t h i n k s t h a t the 
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workover reserves estimated by Exxon are probably h i g h , 

statement number one. 

Statement number two, Exxon — no, Yates, I work 

f o r Yates. Yates has recompleted a w e l l — I t h i n k i t i s 

EP7 — and the r e s u l t of t h a t work i s a w e l l t h a t i s not 

going t o make 2 66.6 thousand b a r r e l s of o i l . 

Q. That EP7 has been a producing w e l l . Do you know 

what i t 1 s cum1d? 

A. I t has been a producing w e l l . I t has been a 

producing w e l l i n the Bone Springs Pool f o r a long time, 

and i t was recompleted t o the Delaware w i t h i n the l a s t 18 

months or so. We could look on the Exxon e x h i b i t and see, 

but i t has cum'd --

Q. I f you look at t h e i r E x h i b i t 22, they a t t r i b u t e 

approximately 2000 b a r r e l s of o i l , i t appears, i f I've read 

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

Do you have t h a t display? 

A. My r e c o l l e c t i o n i s , i t had cum'd under 10,000 

b a r r e l s , but i t has cum'd — I t i s f a r s h o r t of being on 

i t s way t o 266,000 b a r r e l s . 

Q. Okay. Do you know how they got these 

c a l c u l a t i o n s f o r the workover p o t e n t i a l s on your we l l s ? 

A. They explained i t t o me one time, but f o r you t o 

expect me t o e x p l a i n t h e i r method t o you now, i t ' s not 

going t o happen r i g h t , so — 
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Q. Have you independently v e r i f i e d the workover 

p o t e n t i a l of your w e l l s , or simply accepted what they gave 

you as a number? 

A. Well, you can look back through these l e t t e r s . 

This i s from my memory, but i f you look a t my 

l e t t e r of November 25th, 1992, t h a t t a l k s about t h e i r 

t e c h n i c a l r e p o r t , i t says Yates i s concerned t h a t the 

workover reserves are too high, but since they b e n e f i t 

Yates by being too high we don't care i f you change them or 

not. 

Q. Okay, and so they weren't changed. 

A. And they weren't changed. 

Q. Look down f o r me on the t r a c t t h a t ' s 1311 now, 

which i s the south o f f s e t t o 1111. The workover p o t e n t i a l 

i n the Upper Cherry i s another 213,000 b a r r e l s of o i l . Do 

you see t h a t ? 

A. Are you t a l k i n g about 1311? 

Q. Yes, s i r . 

A. Okay. 

Q. They're going t o give you another 213,000? 

A. I see — I see those numbers, yes. 

Q. Okay, and when you read down and look a t the next 

one, 1313, which i s i n the southeast of the northwest of 

30, they're going t o give you another 141,000? 

A. Yeah, and those w e l l s may a c t u a l l y have i t , would 
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be my o f f - t h e - c u f f o p inion, but — 

Q. Those workover values, then, go i n t o the primary 

reserve component — 

A. No. 

Q. — f o r which you receive c r e d i t , do they not? 

A. No, they go i n t o the w a t e r f l o o d component. 

Q. A l l r i g h t . So t e l l me how t h a t i s f a c t o r e d i n t o 

t he w a t e r f l o o d component. 

A. What we have been c a l l i n g w a t e r f l o o d reserves i s 

what the t e c h n i c a l r e p o r t — and by "we" I t h i n k I mean the 

whole hearing here today. 

What we have been c a l l i n g w a t e r f l o o d reserves are 

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

workover reserves. 

Q. A l l r i g h t . So when I look a t the spreadsheet 

t h a t ' s attached t o the u n i t agreement and I f i n d i t broken 

o f f i n t o t h r e e columns, primary, w a t e r f l o o d and t e r t i a r y — 

A. Yeah, and i f you go t o G-19, t h e r e are f o u r 

columns and they match. I f you add a workover and 

w a t e r f l o o d on G-19, you get w a t e r f l o o d on the one you're 

l o o k i n g a t t h e r e . 

Q. That's what I was asking. I wanted t o know where 

t o put the workover reserves. They go i n t o the w a t e r f l o o d 

column? 

A. The workover reserves go i n t o the w a t e r f l o o d 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

171 

column. 

Q. A l l r i g h t . And so w e ' l l — We can look a t the 

t r a c t s and see where the workover reserves were added t o 

the values of those t r a c t s t h a t had t h a t p o t e n t i a l , and 

they w i l l appear i n the c a l c u l a t i o n f o r the waterflood? 

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

Q. A l l r i g h t . When we look down a t the Premier 

t r a c t , Exxon's concluded there's no workover p o t e n t i a l f o r 

t h a t w e l l , and so no workover p o t e n t i a l i s added t o the 

w a t e r f l o o d reserves f o r Tract 6. 

The sum t o t a l of the c a l c u l a t i o n i s -- I n f a c t , 

t h e r e i s no p o s i t i v e b e n e f i t f o r Tract 6 f o r waterflood? 

A. You add zero and zero, and you get zero. 

MR. KELLAHIN: That's a l l I need. Thank you. 

EXAMINER STOGNER: Thank you, Mr. K e l l a h i n . 

Mr. Carr, any r e d i r e c t ? 

MR. CARR: No, s i r . 

EXAMINER STOGNER: I have nothing of Dr. Boneau 

a t t h i s time. You may be excused. 

Mr. K e l l a h i n , l e t ' s take a ten-minute recess a t 

t h i s time, and w e ' l l discuss how we want t o proceed w i t h 

t h i s . 

(Thereupon, a recess was taken a t 4:49 p.m.) 

(The f o l l o w i n g proceedings had a t 4:58 p.m.) 

EXAMINER STOGNER: Your a t t e n t i o n , please. Let's 
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convene f o r today u n t i l 8:15 i n the morning, which we w i l l 

proceed a t t h a t time w i t h Mr. K e l l a h i n ' s d i r e c t 

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

Have a good n i g h t , see you a t 8:15 i n the 

morning. 

(Evening recess taken a t 4:58 p.m.) 

* * * 
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