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

9:01 a.m.: 

EXAMINER STOGNER: At t h i s time I ' l l c a l l Case 

Number 13,227. This i s the A p p l i c a t i o n of Yates Petroleum 

Corporation f o r s t a t u t o r y u n i t i z a t i o n of the North Dagger 

Draw-Upper Pennsylvanian U n i t Area, Eddy County, New 

Mexico. 

C a l l f o r appearances. 

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

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

Hart, L.L.P. We represent Yates Petroleum Corporation i n 

t h i s matter, and I have three witnesses. 

Mr. Stogner, I would ask t h a t you also c a l l Case 

13,288, which i s Yates' A p p l i c a t i o n f o r a w a t e r f l o o d 

p r o j e c t and q u a l i f i c a t i o n of the p r o j e c t area f o r the 

recovered t a x r a t e . They cover the same area. The 

testimony overlaps. I t w i l l f a c i l i t a t e p r e s e n t a t i o n . I 

would request t h a t separate orders be entered i n these 

cases. 

EXAMINER STOGNER: At t h i s time I'm going t o c a l l 

f o r c o n s o l i d a t i o n f o r hearing purposes Case 13,228. This 

i s the A p p l i c a t i o n of Yates Petroleum Corporation f o r 

approval of a wat e r f l o o d p r o j e c t and q u a l i f i c a t i o n of the 

p r o j e c t area f o r the recovered o i l t a x r a t e pursuant t o the 

Enhanced O i l Recovery Act of New Mexico, Eddy County, New 
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Mexico i n t h i s instance. 

Any a d d i t i o n a l appearances besides Yates i n t h i s 

matter? Okay. 

And how many witnesses do you have, Mr. Carr? 

MR. CARR: I have three. 

EXAMINER STOGNER: You have t h r e e . Are any of 

your witnesses — have they been p r e v i o u s l y i n the other 

case? 

MR. CARR: Mr. Humphrey has p r e v i o u s l y been 

sworn, and h i s q u a l i f i c a t i o n s as our g e o l o g i s t accepted and 

made a matter of record. The others have not. 

EXAMINER STOGNER: Okay, I would l i k e f o r the 

other two witnesses t o please stand t o be sworn a t t h i s 

time. Mr. Humphrey, I ' l l remind you t h a t you're s t i l l 

under oath. 

(Thereupon, the witnesses were sworn.) 

EXAMINER STOGNER: Mr. Carr? 

SUSAN P. VIERRA. 

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

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

DIRECT EXAMINATION 

BY MR. CARR: 

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

please? 

A. Susan P a t r i c i a V i e r r a . 

STEVEN T. BRENNER, CCR 
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Q. S p e l l your l a s t name. 

A. V - i - e - r - r - a . 

Q. Where do you reside? 

A. I n A r t e s i a , New Mexico. 

Q. And by whom are you employed? 

A. Yates Petroleum Corporation. 

Q. What i s your p o s i t i o n w i t h Yates Petroleum 

Corporation? 

A. I'm an associate landman. 

Q. Ms. V i e r r a , have you p r e v i o u s l y t e s t i f i e d before 

the New Mexico O i l Conservation D i v i s i o n ? 

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

Q. Would you summarize your educational background 

f o r Mr. Stogner? 

A. I received a degree i n business a d m i n i s t r a t i o n / 

marketing i n 1980 and have continued t o take o i l and gas 

r e l a t e d classes through our l o c a l u n i v e r s i t y . 

Q. Could you review your work experience f o r the 

Examiner? 

A. I was self-employed i n the d a i r y and a g r i c u l t u r e 

i n d u s t r y f o r 20 years, and i n 2 001 I was employed by Yates 

Petroleum Corporation as a mapping t e c h n i c i a n and then as a 

landman. 

Q. Are you the land person who i s responsible i n 

Yates f o r the u n i t i z a t i o n e f f o r t s of the North Dagger Draw-

STEVEN T. 
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Upper Pennsylvanian Unit Area? 

A. Yes, I am. 

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

each of these cases? 

A. Yes. 

Q. Have you been involved w i t h the n e g o t i a t i o n s , not 

only w i t h other i n t e r e s t owners but w i t h the Bureau of Land 

Management and the State Land Office? 

A. Yes, I have. 

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

the s t a t u s of r a t i f i c a t i o n s of these agreements? 

A. Yes. 

MR. CARR: We tender Ms. V i e r r a as an expert i n 

petroleum land matters. 

EXAMINER STOGNER: Ms. V i e r r a , again, you j o i n e d 

Yates i n 2001? 

THE WITNESS: Yes. 

EXAMINER STOGNER: And p r i o r t o t h a t you were 

doing land work? 

THE WITNESS: No, self-employed i n the d a i r y 

i n d u s t r y . 

EXAMINER STOGNER: When d i d — A f t e r being a 

mapping t e c h n i c i a n , when d i d you s t a r t doing land work, 

land duties? 

THE WITNESS: I was h i r e d i n May of 2001 as a 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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mapping tech. Three months l a t e r I was t r a i n e d as a 

landman. 

EXAMINER STOGNER: I s t h i s one of your f i r s t 

assignments? 

THE WITNESS: Yes, i t i s . 

EXAMINER STOGNER: So when you learned t o swim, 

d i d somebody throw you i n the deep end? 

(Laughter) 

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

MR. CARR: She has been swimming hard i n the deep 

end. 

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

s t a t e what Yates seeks i n t h i s case? 

A. Yates i s seeking s t a t u t o r y u n i t i z a t i o n of the 

proposed North Dagger Draw-Upper Pennsylvania U n i t Area, 

c o n s i s t i n g of 5612.95 acres. We are seeking approval of a 

wa t e r f l o o d p r o j e c t i n t h i s u n i t area, and we are asking t o 

q u a l i f y t h i s p r o j e c t f o r the i n c e n t i v e t a x r a t e a u thorized 

by the New Mexico Enhanced O i l Recovery Act. 

Q. We've j u s t reached an agreement w i t h Marbob, Mr. 

Stogner, I want you t o know. 

A l l r i g h t , would you i d e n t i f y what has been 

marked f o r i d e n t i f i c a t i o n as Yates Petroleum Corporation 

E x h i b i t Number 1 and ex p l a i n t o the Examiner what i t i s and 

what i t shows? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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A. E x h i b i t Number 1 i s an o r i e n t a t i o n map showing 

the l o c a t i o n of the e n t i r e Dagger Draw f i e l d i n Eddy 

County, New Mexico. The red o u t l i n e d n i n e - s e c t i o n area i s 

the area t h a t i s undertaken by the North Dagger Draw-Upper 

Pennsylvanian U n i t . 

The second page t o t h a t e x h i b i t i s a blow-up of 

the Dagger Draw f i e l d . The magenta o u t l i n e a t the top of 

t h a t diagram d e p i c t s the North Dagger Draw-Upper 

Pennsylvanian Pool, the blue o u t l i n e d s e c t i o n i n the middle 

o u t l i n e s the South Dagger Draw-Upper Pennsylvanian Pool, 

and the red a t the bottom i d e n t i f i e s the I n d i a n Basin-Upper 

Pennsylvanian Pool. 

Back t o the top of the map, the white block 

o u t l i n e d i n orange i s the proposed North Dagger Draw-Upper 

Pennsylvanian U n i t . 

Q. Are you aware of any other secondary recovery 

u n i t s i n t h i s area? 

A. There are none a t t h i s time. 

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

Number 2. Would you i d e n t i f y t h a t ? 

A. Yes, E x h i b i t Number 2, also l a b e l e d as Yates 

Petroleum E x h i b i t A, i s a p l a t map of the e n t i r e proposed 

North Dagger Draw-Upper Pennsylvanian U n i t . The s o l i d 

shaded t r a c t s i d e n t i f y the f e d e r a l lands, the d i a g o n a l l y 

slashed t r a c t s i d e n t i f y the s t a t e lands, and the white 

STEVEN T. BRENNER, CCR 
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blocked are the fee lands. 

On page 2 of t h a t e x h i b i t the i n d i v i d u a l t r a c t s 

are i d e n t i f i e d , the acreage i s given per t r a c t , and also 

whether i t ' s a f e d e r a l s t a t e or fee land. 

I n summary, the f e d e r a l lands are comprised of 

1805.17 acres f o r 32.16 percent of t h i s u n i t , s t a t e lands 

t o t a l 1040 acres f o r 18.53 percent of t h i s u n i t , and the 

fee lands are comprised of 2767.78 acres f o r 49.31 percent 

of t h i s u n i t . 

Q. And the p l a t which i s the f i r s t page of t h i s 

e x h i b i t i s a c t u a l l y the same as E x h i b i t A t o the u n i t 

agreement; i s t h a t correct? 

A. Yes, i t i s . 

Q. Let's go t o the u n i t agreement, Yates E x h i b i t 

Number 3. Would you i d e n t i f y and review t h a t b r i e f l y ? 

A. Yes, E x h i b i t 3 i s the U n i t Agreement f o r the 

Development and Operation of the North Dagger Draw-Upper 

Pennsylvanian U n i t . This u n i t agreement i s a standard 

form, State Land O f f i c e , w i t h amendments. This u n i t shows 

the character of the lands, i t provides f o r the 

w a t e r f l o o d i n g , sets out the basis f o r p a r t i c i p a t i o n of each 

of the owners of u n i t i z e d substances and provides f o r 

f i l i n g p e r i o d i c plans of development, which w i l l be f i l e d 

w i t h the O i l Conservation D i v i s i o n when i t ' s f i l e d w i t h the 

State Land O f f i c e and the BLM. 

STEVEN T. BRENNER, CCR 
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Q. When we t a l k about the changes t o t h i s agreement, 

t h e r e r e a l l y i s one p r i n c i p a l change. What i s t h a t ? 

A. Yates Petroleum Corporation has added language 

t h a t provides t h a t 80 percent of the working i n t e r e s t 

owners — 80-percent approval i s r e q u i r e d before t h e r e can 

be any expansion t o t h i s u n i t under the S t a t u t o r y 

U n i t i z a t i o n Act. 

Q. That's a c t u a l l y Section 32 of the agreement; i s 

t h a t c o r r e c t ? 

A. Yes, i t i s , on page 10. 

Q. And b a s i c a l l y what i t provides, t h a t before you 

can even propose t o the State a s t a t u t o r y u n i t i z a t i o n 

e f f o r t you have t o have 80-percent working i n t e r e s t owner 

support? 

A. Yes, t h a t ' s c o r r e c t . 

Q. And t h i s would mean t h a t Yates as a l a r g e owner 

has t o acquire the support of the e x t r a i n t e r e s t owners 

before any e f f o r t could be undertaken t o expand the u n i t 

area? 

A. Yes, t h a t ' s c o r r e c t . 

Q. What i s E x h i b i t Number 4? 

A. E x h i b i t Number 4 i s the p a r t i c i p a t i o n f a c t o r by 

t r a c t , l i s t i n g a l l t r a c t s i n the u n i t and t h e i r u n i t 

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

Q. I s the basis f o r these p a r t i c i p a t i o n f a c t o r s set 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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out i n the u n i t agreement? 

A. Yes, i t i s . 

Q. And t h a t i s a 70-percent acreage f a c t o r and a 30-

percent remaining primary o i l reserve f a c t o r ? 

A. Yes, t h a t ' s t r u e . 

EXAMINER STOGNER: I'm sor r y , would you repeat 

t h a t question? 

MR. CARR: Yes, 70-percent land, 30-percent 

remaining primary o i l reserve. 

EXAMINER STOGNER: That wasn't i n the form of a 

question, Mr. Carr. 

MR. CARR: Well, I'm t e s t i f y i n g , I guess, Mr. 

Stogner, I don't know. 

Q. (By Mr. Carr) Ms. V i e r r a , i s t h a t the formula 

t h a t i s set f o r t h i n t h i s agreement? 

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

Q. And w i l l the engineering witness review t h a t 

formula f o r Mr. Stogner? 

A. Yes, he w i l l . 

Q. Without the a i d of h i s counsel? 

A. Yes. 

Q. Would you go t o the u n i t agreement, which i s 

marked as E x h i b i t Number 4? Does t h a t d i f f e r from the 

agreement t h a t i s a c t u a l l y attached t o the A p p l i c a t i o n ? 

A. Okay, u n i t agreement i s E x h i b i t — 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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Q. E x h i b i t Number — 

A. — 3? 

Q. Yes, u n i t e x h i b i t i s E x h i b i t Number 3. And does 

t h a t agreement d i f f e r from what was o r i g i n a l l y f i l e d ? 

A. Yes, i t does. I f you w i l l r e f e r t o page 5, t r a c t 

p a r t i c i p a t i o n , Section 13, the wording has been changed f o r 

the A equivalent i n the t r a c t p a r t i c i p a t i o n r a t i o . 

Q. A c t u a l l y , we r e c e n t l y discovered j u s t an e r r o r i n 

the language i n the agreement; i s t h a t not cor r e c t ? 

A. Yes, t h a t ' s c o r r e c t . Previously t h a t sentence 

read t h a t the area r a t i o based on the r a t i o of an owner's 

net acreage d i v i d e d by the t o t a l acreage w i t h i n t he u n i t . 

Q. So what we're t a l k i n g about i s t r a c t 

p a r t i c i p a t i o n , 70 percent A and 3 0 percent B, and i n the 

f i r s t paragraph we simply had an e r r o r i n the language. We 

had the words, "an owner's net acreage", in s t e a d of having 

t o t a l acreage w i t h i n the t r a c t ; i s n ' t t h a t c o r r e c t ? 

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

Q. I t doesn't make any sense when you t r y and use 

t h a t as i t was w r i t t e n ; i s t h a t f a i r t o say? 

A. Yes, t h a t ' s c o r r e c t , as p r e v i o u s l y s t a t e d . 

Q. Ms. V i e r r a , does t h i s change, the change t h a t we 

have made, a f f e c t or reduce the i n t e r e s t of any i n t e r e s t 

owner i n the u n i t area? 

A. No, s i r , i t does not. 

STEVEN T. BRENNER, CCR 
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Q. No working i n t e r e s t owner's i n t e r e s t has changed? 

A. No, s i r . 

Q. No non-cost-bearing i n t e r e s t owner has changed? 

A. No, s i r . 

Q. Has the u n i t been reviewed w i t h a l l i n t e r e s t 

owners and a l l c a l c u l a t i o n s made using an acreage 

determination as set out i n the agreement t h a t i s before 

the Examiner? 

A. Yes, s i r . 

MR. CARR: Mr. Examiner, what happened here i s , 

l a s t week we were doing a f i n a l check, and somehow i n the 

d r a f t i n g we have picked up these e x t r a words, words from 

another form u n i t agreement. And although we had a l l 

assumed t h a t i t s a i d t h a t the area was the t o t a l acreage 

w i t h i n the t r a c t d i v i d e d by the t o t a l acreage w i t h i n the 

u n i t , we had put i n owners* net acreage, and you can't make 

i t work because i t doesn't even make any sense, because 

you're v a l u i n g the t r a c t s here, not a t owner's i n t e r e s t . 

The way you do i t i s , you get the t r a c t t h e r e and then 

apply the owner's i n t e r e s t . But i t doesn't make any sense. 

And t h i s i s — We have, from the beginning, explained t h i s 

as the s t r a i g h t acreage c a l c u l a t i o n , and nothing here was 

changed by t h i s amendment. 

I f you look at page 12 of the agreement, the 

agreement provides — and i t ' s page 12, Section 24.(3) — 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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and the agreement provides t h a t "This Agreement... or the 

U n i t Operating Agreement s h a l l be amended i n any and a l l 

respects necessary t o conform t o the D i v i s i o n ' s order 

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

And i t goes on t o say t h a t the amendment " s h a l l 

be deemed t o be hereby approved i n w r i t i n g by the 

p a r t i e s . . . w i t h o u t any necessity f o r f u r t h e r approval — " 

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

i t reduces, i n paragraph ( a ) , any r o y a l t y i n t e r e s t owner's 

p a r t i c i p a t i o n , i n paragraph ( b ) , reduces any working 

i n t e r e s t owner's p a r t i c i p a t i o n . 

Here we have what I believe i s a k i n t o a nunc pro 

tunc . We're t r y i n g t o make the language, i f anybody ever 

s i t s down and reads i t , work w i t h what we've proposed and 

what t h i s u n i t agreement does, and how a l l the schedules 

have been prepared. 

And so we would request t h a t the order t h a t i s 

entered i n t h i s case note the c o r r e c t wording f o r subpart A 

on page 5. That w i l l take care of i t , and i t w i l l avoid 

confusion a t a l a t e r date. I t changes no i n t e r e s t . And I 

would be happy t o provide a f i n d i n g t h a t takes care of 

t h a t . I t ' s j u s t a — r e a l l y an e r r o r i n d r a f t i n g t h a t ' s 

been bumping along f o r some time. But we t h i n k i t would 

misleading t o leave i t i n there, because someday someone's 

going t o t r y and make i t work, and the language simply 
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doesn't work. I t doesn't make sense. 

EXAMINER STOGNER: We'll d e f i n i t e l y accept your 

assistance. 

MR. CARR: And I w i l l — 

EXAMINER STOGNER: Now l e t ' s go back t o Section 

13.A, and what i t reads now i s , A equals "the Area Ratio 

based on the r a t i o of the t o t a l acreage w i t h i n the Tract 

d i v i d e d by the t o t a l acreage w i t h i n the U n i t Area." 

MR. CARR: Yes, s i r . 

EXAMINER STOGNER: So what should t h a t amendment 

say? 

MR. CARR: That i s what i t should say.. 

EXAMINER STOGNER: This i s — What i s w r i t t e n 

here i s what i t should say? 

MR. CARR: Instead of saying "the t o t a l acreage 

w i t h i n the Tract d i v i d e d by the t o t a l acreage i n the U n i t " , 

i t s a i d the r a t i o of the owner's net acreage, which you 

can't f i g u r e out what t h a t i s , d i v i d e d by — i t ' s j u s t an 

e r r o r . I t was d r a f t i n g t h a t we were l o o k i n g a t other 

formulas, and we j u s t picked up the wrong words when we 

were d r a f t i n g t h a t . 

EXAMINER STOGNER: So your e x h i b i t today — 

MR. CARR: — i s c o r r e c t . 

EXAMINER STOGNER: — i s cor r e c t ? 

MR. CARR: Yes, s i r . 
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EXAMINER STOGNER: Okay. Please continue, Mr. 

Carr. 

Q. (By Mr. Carr) Ms. V i e r r a , l e t ' s go t o E x h i b i t 

Number 5, the u n i t operating agreement. Would you 

b a s i c a l l y j u s t review what t h i s is? 

A. Yes, E x h i b i t 5 i s Yates Petroleum Corporation, 

the u n i t operating agreement f o r North Dagger Draw-Upper 

Pennsylvanian U n i t , i n c l u d i n g E x h i b i t s A through H. The 

oper a t i n g agreement o u t l i n e s the su p e r v i s i o n and management 

of the u n i t , i t defines the r i g h t s and d u t i e s o f a l l 

p a r t i e s , i t shows how investments and costs are shared, i t 

e s t a b l i s h e s the v o t i n g procedures f o r decisions t o be made 

by the working i n t e r e s t owners, sets out the accounting 

procedures, shows how costs w i l l be a l l o c a t e d and pa i d , and 

also contains many other standard p r o v i s i o n s . 

Q. There are some unique p r o v i s i o n s i n t h i s 

agreement as w e l l , are there not? 

A. Yes, there are. 

Q. Would you t u r n t o E x h i b i t C i n the u n i t Operating 

agreement, and t h a t i s e n t i t l e d "Schedule Showing U n i t 

P a r t i c i p a t i o n of Each Working I n t e r e s t Owner"? 

A. Yes, i t i s . 

Q. How i s t h i s d i f f e r e n t from what w i l l be set out 

i n t h i s agreement? 

A. This i s simply an added e x h i b i t t o help s i m p l i f y 
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the working — the understanding f o r each owner t o look a t 

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

than t o have t o i n d i v i d u a l l y i d e n t i f y t h e i r i n t e r e s t i n 

E x h i b i t B, t o come up w i t h t h a t summation. 

Q. So instead of having t o go t r a c t by t r a c t and 

then do another c a l c u l a t i o n t o f i g u r e out what t h e i r t o t a l 

u n i t share i s , t h i s i s an a d d i t i o n a l e x h i b i t t h a t j u s t sets 

out the percentage i n t e r e s t i n the u n i t of each owner; i s 

t h a t r i g h t ? 

A. Yes, t h a t ' s c o r r e c t . 

Q. Are there other unusual or unique p r o v i s i o n s i n 

t h i s agreement? 

A. Yes, i f y o u ' l l r e f e r t o page 17, Section 17.1, 

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

by one of our working i n t e r e s t owners. This p r o v i s i o n 

provides f o r a one-time e l e c t i o n a t the end of Phase A - l — 

1-A, excuse me — f o r the working i n t e r e s t t o withdraw from 

the agreement and the u n i t by t r a n s f e r r i n g t h e i r o i l and 

gas r i g h t s , exclusive of r o y a l t y i n t e r e s t , t ogether w i t h 

i t s i n t e r e s t i n a l l u n i t equipment and a l l w e l l s used i n 

u n i t operations. 

Q. And the d e t a i l s of how t h i s works are set out i n 

the agreement? 

A. Yes, they are. 

Q. And t h i s was requested by Nearburg Exploration? 
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A. Nearburg, yes i t was. 

Q. And Nearburg E x p l o r a t i o n , a f t e r t h i s withdrawal 

p r o v i s i o n was included, has i n f a c t r a t i f i e d the u n i t 

agreement — 

A. Yes, they have. 

Q. — i s t h a t correct? 

Are you ready t o go t o E x h i b i t Number 6? 

A. Yes. 

Q. Would you do t h i s and would you, using t h i s 

e x h i b i t , b r i e f l y summarize f o r Mr. Stogner your e f f o r t s t o 

o b t a i n v o l u n t a r y p a r t i c i p a t i o n i n the u n i t and the proposed 

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

A. Yes, I w i l l . E x h i b i t 6 i s my o u t l i n e time frame 

of the events t h a t have taken place throughout the 

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

Back i n May of 2003 we met w i t h the Bureau of 

Land Management j u s t as a p r e l i m i n a r y i n t r o d u c t i o n t o t h i s 

p r o j e c t , what we were looking a t , the scope of t h i s 

p r o j e c t , and other d e f i n i n g characters. 

On May 22nd, we held a meeting here i n Santa Fe 

a t the State Land O f f i c e reviewing the same p r o j e c t , a 

question-and-answer period j u s t t o l a y i t on the t a b l e t o 

inf o r m them of what we were looking a t . 

On May 28th, an i n f o r m a l meeting was he l d w i t h 

Nearburg t o go over again the f a c t s and f i g u r e s of what we 
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were proposing t o put together i n t h i s secondary recovery 

u n i t . 

On August 5th, a l l i n t e r e s t owners were mailed a 

p r e l i m i n a r y package t o the North Dagger Draw-Upper 

Pennsylvanian U n i t , were sent a short q u e s t i o n n a i r e asking 

f o r i n p u t , c r i t i c i s m , support of the p r o j e c t , also i n v i t i n g 

them t o at t e n d an i n f o r m a t i o n a l meeting t o be he l d a t Yates 

Petroleum on August 28th, 2003. 

And then on August 28th, 2003, t h i s meeting was 

hel d a t Yates Petroleum Corporation. 

On October 30th, 2003, the o r i g i n a l proposal 

package was c e r t i f i e d mail t o a l l i n t e r e s t owners w i t h i n 

the u n i t . 

On February 10th, updates were mailed t o a l l 

i n t e r e s t owners w i t h i n the u n i t , again by c e r t i f i e d m a i l . 

I n a d d i t i o n t o a l l of the w r i t t e n correspondence 

and meetings, we have f i e l d e d and responded t o several 

phone conversations and personal contact. 

Q. And i t has f a l l e n t o you t o secure the approval 

of the BLM, the State Land O f f i c e , and o b t a i n r a t i f i c a t i o n s 

of the documents, as submitted i n February — 

A. Yes. 

Q. — i s t h a t r i g h t ? 

A. Yes, t h a t ' s c o r r e c t . 

Q. What i s E x h i b i t Number 7? 
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A. E x h i b i t Number 7 i s a l e t t e r from the Bureau of 

Land Management approving the u n i t as an area l o g i c a l l y 

s u i t e d f o r development under a u n i t plan. 

Q. And E x h i b i t Number 8? 

A. E x h i b i t Number 8 i s a l e t t e r from the 

Commissioner of Public Lands, again f o r approval of t h i s 

u n i t . 

Q. And t h i s i s t h e i r p r e l i m i n a r y approval w i t h the 

l e t t e r ? 

A. Yes. 

Q. When d i d you l a s t meet w i t h the Commissioner of 

Pub l i c Lands? 

A. I met w i t h them yesterday. 

Q. And yesterday you reviewed the schedules and were 

able t o respond t o many of the questions t h a t are contained 

i n the approval — 

A. Yes. 

Q. — permit approval; i s t h a t r i g h t ? 

A. Yes, t h a t ' s c o r r e c t . 

Q. Let's go t o E x h i b i t Number 9. What i s E x h i b i t 9? 

A. E x h i b i t Number 9 i s the working i n t e r e s t owner 

spreadsheet t h a t I have b u i l t . I t contains a l i s t of a l l 

working i n t e r e s t owners w i t h i n the u n i t , t h e i r percentage 

of the u n i t p a r t i c i p a t i o n . We have kept record of a l l 

m a i l i n g s going out, and we've designated those t h a t we 
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have, i n f a c t , received n o t i f i c a t i o n of c e r t i f i e d d e l i v e r y 

f o r both the o r i g i n a l package and f o r the updates mailed i n 

February. 

This spreadsheet also shows those who have 

r a t i f i e d the u n i t w i t h t h e i r approval percentage. 

Q. Those shaded i n yellow have a c t u a l l y r a t i f i e d ; i s 

t h a t r i g h t ? 

A. Yes, those represent a l l the r a t i f i e d working 

i n t e r e s t owners. 

Q. What percentage of the working i n t e r e s t ownership 

i s p r e s e n t l y committed t o the u n i t plan? 

A. I f you w i l l r e f e r t o the bottom of page 2, i n the 

blue h i g h l i g h t e d box we c u r r e n t l y have 93.416226 percent 

approval. 

Q. And you are cont i n u i n g t o pursue n e g o t i a t i o n s 

w i t h those i n t e r e s t owners who are not shaded; i s t h a t 

r i g h t ? 

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

Q. Let's go t o the next e x h i b i t , E x h i b i t Number 10. 

Would you i d e n t i f y and review t h i s , please? 

A. Yes, E x h i b i t Number 10 i s very s i m i l a r t o E x h i b i t 

Number 9. However, t h i s i d e n t i f i e s 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 w i t h i n the u n i t , set up i n the 

same manner. The y e l l o w - h i g h l i g h t e d have a l l r a t i f i e d and 

approved the u n i t , tracked a l l the c e r t i f i e d m a i l i n g s . 
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Q. When we look a t t h i s l i s t , what percentage i s 

r a t i f i e d i f you do not include the lands of the f e d e r a l 

government and the State of New Mexico? 

A. Okay, i f y o u ' l l r e f e r t o page 5 of t h i s e x h i b i t , 

i n t he b l u e - h i g h l i g h t e d box a t the bottom we c u r r e n t l y have 

47.4312 percent of the r o y a l t y i n t e r e s t approval and 

48.4588 percent of the o v e r r i d i n g approval. 

Q. I f you — When you add s t a t e and f e d e r a l lands, 

what percentage do you have of the r o y a l t y i n t e r e s t or the 

non-cost-bearing i n t e r e s t r a t i f y i n g the proposed u n i t plan? 

A. 88.7539 percent. 

Q. Do you believe you've done a l l t h a t you 

reasonably can a t t h i s p o i n t t o o b t a i n v o l u n t a r y commitment 

t o t h i s u n i t plan? 

A. Yes, s i r , I have. 

Q. Have you made a go o d - f a i t h e f f o r t t o contact each 

of those i n t e r e s t owners who has not r a t i f i e d and o b t a i n 

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

A. Yes, s i r . 

Q. And you w i l l continue those n e g o t i a t i o n s ? 

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

Q. What are Yates E x h i b i t s 11 and 12? 

A. E x h i b i t 11 i s an a f f i d a v i t prepared by W i l l i a m 

Carr i n the A p p l i c a t i o n of Yates Petroleum Corporation f o r 

s t a t u t o r y u n i t i z a t i o n of the North Dagger Draw-Upper 
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Pennsylvanian U n i t Area. 

Q. Does t h i s confirm t h a t n o t i c e of today's hearing 

and the A p p l i c a t i o n was mailed t o each of the i n d i v i d u a l s 

i d e n t i f i e d i n the a f f i d a v i t ? 

A. Yes, i t does. 

Q. And i s E x h i b i t Number 12 a s i m i l a r a f f i d a v i t f o r 

the w a t e r f l o o d p o r t i o n of the case? 

A. Yes, i t i s . 

Q. Who was n o t i f i e d of the s t a t u t o r y u n i t i z a t i o n 

hearing? 

A. A l l working i n t e r e s t owners and non-cost-bearing 

i n t e r e s t owners w i t h i n the u n i t . 

Q. And what about the n o t i f i c a t i o n on the w a t e r f l o o d 

p r o j e c t ? Who was n o t i f i e d ? 

A. A l l leasehold operators w i t h i n one-half m i l e of 

each of the f i v e proposed i n j e c t i o n w e l l s , and the owners 

of the surface f o r each i n j e c t i o n w e l l . 

Q. Ms. V i e r r a , were E x h i b i t s 1 through 12 prepared 

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

A. Yes, they were. 

Q. Can you t e s t i f y as t o t h e i r accuracy? 

A. Yes, s i r . 

MR. CARR: Mr. Stogner, a t t h i s time we move the 

admission i n t o evidence of Yates E x h i b i t s 1 through 12. 

EXAMINER STOGNER: E x h i b i t s 1 through 12 w i l l be 
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admitted i n t o evidence a t t h i s time. 

MR. CARR: Mr. Stogner, I have copies of the 

r e t u r n r e c e i p t s on our c e r t i f i e d m a i l i n g s i f you want them 

f o r the f i l e . The a f f i d a v i t does i d e n t i f y each of those 

p a r t i e s . I t ' s whatever you p r e f e r , whether you — 

EXAMINER STOGNER: Do you have those w i t h you 

today? 

MR. CARR: Yes, I do. 

EXAMINER STOGNER: Why don't we go ahead and I 

w i l l take those from you and make t h a t a p a r t of the 

record? I ' l l j u s t make i t a p a r t of the record. I don't 

t h i n k i t w i l l be necessary t o make i t an e x h i b i t . 

MR. CARR: The f i r s t pages c o n t a i n the green 

cards. There are two envelopes t h a t were r e t u r n e d because 

they were un d e l i v e r a b l e . 

And t h a t concludes our d i r e c t testimony of Ms. 

V i e r r a . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Ms. V i e r r a , I'm going t o go back — and you 

t a l k e d about t h i s e a r l i e r . This was Section 32 i n which 

Mr. Carr poi n t e d out. This i s some a d d i t i o n a l language f o r 

expansions? 

A. Yes. 

Q. And again, t h i s i s what would be r e q u i r e d of the 
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c u r r e n t i n t e r e s t i n the u n i t , before any a d d i t i o n a l 

expansion, a d d i t i o n a l acreage would be taken; i s t h i s 

c o r r e c t ? 

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

Q. Now when I look a t Section 4 under "Expansion" on 

page 3, t h a t s t i l l shows 75 percent. What — 

A. Yes. I f y o u ' l l — 

Q. Please e x p l a i n , yeah — 

A. I f y o u ' l l r e f e r , then, t o page 10 under Section 

22 [ s i c ] , "Nonjoinder and Subsequent Joinder", the bottom 

paragraph on t h a t page o u t l i n e s where the 8 0-percent 

approval comes i n . 

Q. Now, what does t h i s language normally i n c l u d e or 

have i n i t , i n t h i s Section 32 f o r "Nonjoinder and 

Subsequent Joinder"? How does t h i s d i f f e r ? 

A. Just a higher percentage. 

Q. And what would i t normally be? Seventy-five 

percent? 

A. I bel i e v e so, s i r . 

MR. CARR: And Mr. Stogner, the reason f o r t h a t 

was t h a t the Yates Companies have a la r g e i n t e r e s t , and 

t h i s was increased so t h a t there would be a guarantee t h a t 

other i n t e r e s t owners would be i n t e r e s t e d i n expanding the 

u n i t area before a d d i t i o n a l lands were taken i n . I t ' s j u s t 

an e x t r a check t h a t . I t was requested and included. 
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Q. (By Examiner Stogner) I n r e f e r r i n g t o t h i s Land 

Commissioner's l e t t e r — t h i s i s marked E x h i b i t Number 8 — 

I understand you met w i t h them yesterday? 

A. Yes, I d i d . 

Q. And you provided everything i n which they had 

asked f o r . I bel i e v e there was nine items; i s t h a t 

c o r r e c t ? 

A. To be honest w i t h you, t h i s i s the f i r s t time 

I've seen t h i s document, as we j u s t received i t l a t e l a s t 

n i g h t . But we d i d have conversation concerning a l l aspects 

of t h e i r l e t t e r , yes, and some have already been resolved 

a t t h i s time and c o r r e c t i o n s w i l l be made, and others w i l l 

be — such as the several com agreements t h a t are already 

i n existence, those w i l l be addressed. 

Q. I n r e f e r r i n g t o E x h i b i t s 9 and 10 and the ones 

t h a t have not r a t i f i e d t o date — and t h i s i s as of r i g h t 

now, I'm assuming, or l a s t night? — 

A. The 1st, Monday. 

Q. Monday. — are you a n t i c i p a t i n g or have you 

t a l k e d t o other people t h a t would i n d i c a t e t h a t something's 

i n the mail? 

A. We have a l l documents, not w i t h me here today. 

Some of these have been un d e l i v e r a b l e , some w i t h no 

forwarding addresses. We have i n several cases attempted 

d e l i v e r y t w i c e . H i s t o r i c a l l y , some of the i n t e r e s t owners, 
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we have a very d i f f i c u l t time i n g e t t i n g a response of any 

k i n d i n any matter. 

Q. Okay, i n r e f e r r i n g t o E x h i b i t Number 10, halfway 

down the Commissioner of Public Lands i s shown as a non

p a r t y . Do you see t h a t down there between Clark C o l l and 

Tom Cone? 

A. Yes, I do. At the time t h a t t h i s e x h i b i t was put 

together on Monday, we d i d not have t h a t i n hand. 

EXAMINER STOGNER: Okay. A l o t of i n f o r m a t i o n t o 

di g e s t here, but a t t h i s time I have no other questions. 

But before we — You have two other witnesses? 

MR. CARR: Two a d d i t i o n a l witnesses, yes, s i r . 

EXAMINER STOGNER: Let's take a 10-minute recess 

a t t h i s time. 

(Thereupon, a recess was taken a t 9:36 a.m.) 

(The f o l l o w i n g proceedings had a t 9:55 a.m.) 

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

order. 

I have no other questions f o r Ms. V i e r r a . You 

may be excused. 

Mr. Carr? 

MR. CARR: Mr. Stogner, a t t h i s time we c a l l John 

Humphrey, and we'd request the record r e f l e c t t h a t Mr. 

Humphrey was pr e v i o u s l y sworn, t h a t h i s q u a l i f i c a t i o n s as 

an expert i n petroleum geology have been accepted and made 
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a matter of record. 

EXAMINER STOGNER: So noted. 

JOHN F. HUMPHREY, 

the witness h e r e i n , having been p r e v i o u s l y duly 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. Mr. Humphrey, are you f a m i l i a r w i t h the 

A p p l i c a t i o n s f i l e d i n each of these cases? 

A. Yes, I am. 

Q. Have you made a g e o l o g i c a l study of the p o r t i o n 

of the North Dagger Draw-Upper Pennsylvanian Pool which i s 

the subject of t h i s case? 

A. Yes, I have, and I've worked the Dagger Draw-

I n d i a n Basin area since 1997. 

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

work w i t h Mr. Stogner? 

A. Yes. 

Q. Mr. Humphrey, l e t ' s go t o what has been marked 

f o r i d e n t i f i c a t i o n as Yates Petroleum Corporation E x h i b i t 

13. Would you i d e n t i f y and review t h i s f o r the Examiner? 

A. E x h i b i t 13 i s the type l o g t h a t was used i n the 

proposed u n i t agreement. I t ' s b a s i c a l l y gamma-ray 

p o r o s i t y , I suppose the gamma-ray, dual l a t e r a l l o g i n the 

Yates Petroleum Corporation Vann "APD" Number 1 w e l l . This 
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i s l o c a t e d 660 f e e t from the n o r t h and 660 from the west of 

Section 21, 19 South, 25 East, Eddy County, New Mexico. 

The v e r t i c a l l i m i t s of the u n i t i z e d f o r m a t i o n 

included w i t h i n the proposed u n i t area extends from an 

upper l i m i t described on the type l o g . I t ' s the top of the 

Canyon carbonate formation, a t a depth on the type l o g of 

7680 f e e t t o a lower l i m i t a t the base of the upper Canyon 

pay a t a depth of 8076 f e e t , as shown on the type l o g . 

Q. Now, Mr. Humphrey, t h i s i s the area t h a t i s 

s u b j e c t t o t h i s u n i t agreement, corre c t ? 

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

Q. There are several deeper w e l l s i n the area t h a t 

penetrate t h i s i n t e r v a l t h a t are completed c u r r e n t l y i n the 

Morrow; i s t h a t r i g h t ? 

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

Q. We are not attempting t o u n i t i z e the Morrow? 

A. No, we're not. 

Q. And those w e l l s w i l l be governed by t h e i r 

r e s p e c t i v e j o i n t operating agreements? 

A. That's c o r r e c t , Mr. Carr. 

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

propose t o u n i t i z e been r e c e n t l y defined by development? 

A. I b e l i e v e i t has. 

Q. Could you ge n e r a l l y describe f o r Mr. Stogner the 

nature of the upper Pennsylvanian r e s e r v o i r i n t h i s area? 
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A. Upper Pennsylvanian Canyon dolomite was deposited 

on a shallow carbonate ramp. I t ' s b a s i c a l l y a carbonate 

bu i l d u p . The p o r o s i t y types we see i n the upper Penn are 

vuggy — q u i t e a b i t of vuggy p o r o s i t y , i n t e r c r y s t a l l i n e 

p o r o s i t y , w i t h some minor diagenetic f r a c t u r i n g i n i t . And 

due t o the nature, which i s p r e t t y common t o most upper 

Pennsylvanian r e s e r v o i r s i n New Mexico and Texas to o , i t 

should impact the sweep of the proposed w a t e r f l o o d p r o j e c t , 

and most people have been q u i t e successful i n w a t e r f l o o d i n g 

the upper Pennsylvanian r e s e r v o i r s . 

Q. Let's go t o E x h i b i t Number 14, the s t r u c t u r e map 

on the top of the upper Penn dolomite. Would you review 

t h i s f o r Mr. Stogner? 

A. Again, Yates E x h i b i t 14 i s a s t r u c t u r e map on the 

top of the upper Penn dolomite. The basic t h i n g s you can 

glean from t h i s i s , s t r u c t u r e plunges t o the northeast i n 

t h i s p a r t i c u l a r case. A l l w e l l s w i t h i n the u n i t are above 

the e s t a b l i s h e d o i l - w a t e r contact, which i s a t a subsea of 

4380 subsea. And a d d i t i o n a l l y on the s t r u c t u r e map, Mr. 

Examiner, there's a cross-section A-A' t h a t cuts across the 

proposed u n i t area, which w e ' l l go over i n the e x h i b i t 

a f t e r next. 

Q. Okay. Let's go t o the isopach map, E x h i b i t 15. 

A. E x h i b i t 15 i s a net-pay isopach of the upper 

Pennsylvanian dolomite. The c u t o f f i s a 4-percent p o r o s i t y 
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c u t o f f above the o i l - w a t e r contact. Again, t h e o i l - w a t e r 

contact has been established a t approximately 4380 subsea. 

As you can see, Mr. Examiner, a l l lands i n the u n i t have 

pay. The e n t i r e u n i t i z e d area, I b e l i e v e , should 

c o n t r i b u t e reserves t o the u n i t , and I b e l i e v e i t ' s an area 

s u i t e d f o r a secondary recovery p r o j e c t . Your pay 

thickness v a r i e s from 40 t o 50 f e e t t o a l i t t l e over 200 

f e e t under the u n i t i z e d lands. 

Q. Again, we have the t r a c e f o r the cr o s s - s e c t i o n — 

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

Q. Let's go t o t h a t cross-section, which i s Yates 

E x h i b i t 16. 

A. Yates E x h i b i t 16 i s a s t r u c t u r a l c r o s s - s e c t i o n 

c u t t i n g across the North Dagger Draw proposed u n i t area. 

The t a r g e t zone f o r the wa t e r f l o o d , Mr. Examiner, again i s 

the upper Pennsylvanian or Canyon dolomite. 

As you go — B a s i c a l l y what I'm t r y i n g t o show i s 

some of the l i m i t s and the l o g i c a l — b a s i c a l l y the l o g i c 

behind the u n i t boundaries. As you go t o the northwest you 

lose the dolomite and you lose your r e s e r v o i r . As you go 

t o the southeast, you go below the o i l - w a t e r contact a t 

some p o i n t , and t h a t ' s b a s i c a l l y what I'm t r y i n g t o 

i l l u s t r a t e w i t h the cross-section. 

Mr. Humphrey, i n your opini o n can the p o r t i o n of 

1 t h a t ' s included i n the proposed u n i t area be 
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e f f i c i e n t l y and e f f e c t i v e l y operated under a u n i t p lan of 

deve1opment? 

A. I believe i t can, Mr. Carr. 

Q. And w i l l a l l of the acreage i n the u n i t area, i n 

your o p i n i o n , c o n t r i b u t e t o the reserves t h a t w i l l be 

obtained through t h i s secondary recovery operation? 

A. I be l i e v e i t w i l l . 

Q. Were E x h i b i t s 13 through 16 prepared by you? 

A. Yes, they were. 

MR. CARR: Mr. Stogner, a t t h i s time we move the 

admission i n t o evidence of Yates Petroleum Corporation 

E x h i b i t s 13 through 16. 

EXAMINER STOGNER: E x h i b i t s 13 through 16 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 Mr. Humphrey. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Humphrey, again, I'm r e f e r r i n g t o E x h i b i t 

Number 13 and E x h i b i t 16. What you're showing on E x h i b i t 

13 i s the proposed u n i t i z e d i n t e r v a l — 

A. Yes. 

Q. — i n t h i s w e l l from 7680 t o 8076? 

A. Uh-huh. 

Q. What p o r t i o n i s the a c t u a l i n j e c t i o n t o take 
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place? I s i t going t o be high i n t h i s i n t e r v a l or 

throughout the i n t e r v a l or low? 

A. I d i d not mark, u n f o r t u n a t e l y , the o i l - w a t e r 

contact on t h i s p a r t i c u l a r w e l l , but b a s i c a l l y the e n t i r e 

i n t e r v a l above the o i l - w a t e r contact. And I could 

c a l c u l a t e t h a t and get t h a t i n f o r m a t i o n t o you. I don't 

have an e l e v a t i o n f o r t h i s p a r t i c u l a r w e l l , so I can't 

c a l c u l a t e where i t would f a l l on t h i s l o g , but b a s i c a l l y 

we're going t o be i n j e c t i n g . The secondary recovery 

p r o j e c t i s b a s i c a l l y above the o i l - w a t e r contact w i t h i n the 

dolomite. And I'm guessing from the p e r f o r a t i o n s i t ' s 

probably a l i t t l e b i t below t h a t . 

Q. You had mentioned — again, the t a r g e t zone, you 

s a i d , was the upper Penn dolomite. But what d i d you say 

was the — above or below the base of the Canyon dolomite, 

i s the i n j e c t i o n i n t e r v a l ? 

A. I t can be both, j u s t depending on where the o i l -

water contact f a l l s , Mr. Examiner. 

Q. So the base of the Canyon r e a l l y d i d n ' t matter i n 

t h i s instance? 

A. I t j u s t matters t o p i n i t down s t r a t i g r a p h i c a l l y 

so you can d e f i n e the i n t e r v a l , no matter where you're a t 

w i t h i n the proposed u n i t . 

Q. I n r e f e r r i n g t o E x h i b i t Number 17, are these 

p e r f o r a t i o n s i n which you're showing i n the w e l l s w i t h the 
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black, heavy dark black l i n e , i n the wellbore p o r t i o n ? 

A. Yes. 

Q. Now, i t looks t o me l i k e you're h i g h l i g h t i n g some 

s o r t of l e t t e r i n g here, and what does t h a t say? And when 

I'm — I'm l o o k i n g a t — 

A. Oh, the — Yeah, t h a t ' s j u s t a f u n c t i o n of the 

computer program. That's j u s t t e l l i n g you — My glasses 

aren't q u i t e even t h a t good. I t says the top of the 

Cisco/Canyon dolomite, i s the t e x t a t the — You see where 

the top of the shading f o r the dolomite i s? I s t h a t where 

you're reading? 

Q. Yes, the — 

A. Yeah, t h a t says Cisco/Canyon dolomite. 

Q. At the top of the pink area? 

A. Yes, t h a t ' s j u s t a formation. I t ' s j u s t t e x t . 

Q. And then a t the top of the blue-shaded area 

there's another marking. I t looks l i k e Cisco/Canyon? 

A. That's c o r r e c t , t h a t would be the a c t u a l top of 

the carbonate. 

Q. Okay. 

A. Again, t h i s i s a s t r u c t u r a l c r o s s - s e c t i o n . 

Q. How have p e r f o r a t i o n s i n the newly d r i l l e d w e l l 

i n t h i s pool been determined a f t e r a w e l l i s d r i l l e d ? 

Where has Yates — and what c r i t e r i a has Yates u t i l i z e d t o 

a c t u a l l y p i c k which i n t e r v a l w i t h i n t h a t upper 
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Pennsylvanian dolomite t o be perforated? 

A. Well, r e c e n t l y — We haven't d r i l l e d a newer w e l l 

r e c e n t l y , but there have been a l o t of d r i l l stem t e s t i n g 

t h a t went on d u r i n g the development of the f i e l d , and the 

o i l - w a t e r contact was f a i r l y — you know, i t was 

e s t a b l i s h e d w i t h a great — you know, a f a i r deal of 

c e r t a i n t y . So b a s i c a l l y , you know, as time went on, a t 

l e a s t when I recommend p e r f o r a t i o n s I b a s i c a l l y want t o 

p e r f o r a t e e v e rything above the contact. Unless you have a 

h i g h l y porous zone t h a t goes across the contact and you're 

w o r r i e d about p u l l i n g excessive water. 

Q. Because when I look a t E x h i b i t Number 16, I k i n d 

of see the whole gamut — 

A. Uh-huh. 

Q. — s t a r t i n g over there on the A side or the 

northwestern side, i t looks l i k e Conoco p e r f o r a t e d t h a t 

whole dolomite i n t e r v a l ? 

A. Yes, s i r . 

Q. And then the next w e l l i s the Yates w e l l , and — 

a good chunk of i t , i t looks l i k e t w o - t h i r d s of i t . And 

then I go t o the t h i r d w e l l over t h a t ' s p e n e t r a t i n g , or 

t h a t ' s p e r f o r a t e d i n t h i s area — 

A. Uh-huh. 

Q. — i t looks l i k e i t was concentrated. 

A. And t h a t was probably due j u s t t o the p o r o s i t y . 
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I t ' s k i n d of hard t o see on t h i s scale, but i n some cases 

t h a t ' s where your p o r o s i t y i s developed i n t h i s p a r t i c u l a r 

case, and t h a t ' s where the p e r f o r a t i o n s were done. 

EXAMINER STOGNER: Okay, I have no other 

questions of Mr. Humphrey a t t h i s time. I may subsequent 

t o your f i n a l — 

MR. CARR: Yes. 

EXAMINER STOGNER: — witness today. 

MR. CARR: Okay, he w i l l be a v a i l a b l e . 

EXAMINER STOGNER: At t h i s time you may be 

excused. 

THE WITNESS: Okay, thank you. 

MR. CARR: Mr. Stogner, a t t h i s time we c a l l 

George Freeman. He's our petroleum engineer. 

GEORGE H. FREEMAN, 

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

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

DIRECT EXAMINATION 

BY MR. CARR: 

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

A. George Freeman. 

Q. Mr. Freeman, where do you reside? 

A. I n A r t e s i a , New Mexico. 

Q. By whom are you employed? 

A. Yates Petroleum Corporation. 
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Q. And what i s your p o s i t i o n w i t h Yates Petroleum 

Corporation? 

A. I'm r e s e r v o i r engineering supervisor. 

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

Conservation D i v i s i o n ? 

A. Yes. 

Q. At the time of t h a t testimony were your 

c r e d e n t i a l s as a r e s e r v o i r 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 A p p l i c a t i o n s f i l e d i n 

each of these consolidated cases? 

A. Yes, s i r . 

Q. Have you made an engineering study of the area 

t h a t i s inv o l v e d i n t h i s case? 

A. Yes, and I've supervised the c o n s u l t a n t study 

als o . 

MR. CARR: Are the witness's q u a l i f i c a t i o n s 

acceptable? 

EXAMINER STOGNER: They are. 

Q. (By Mr. Carr) Mr. Freeman, are you f a m i l i a r w i t h 

the New Mexico S t a t u t o r y U n i t i z a t i o n Act? 

A. Yes. 

Q. Have you prepared 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? 
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A. Yes, I have. 

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

Number 17. Would you i d e n t i f y t h a t and review t h a t f o r Mr. 

Stogner? 

A. Yeah, t h i s i s a map of the proposed u n i t area 

which shows the cu r r e n t s t a t u s of a l l the w e l l s i n t h i s 

area, approximately 103 cu r r e n t producing w e l l s and other 

w e l l s t h a t are TA'd and plugged and abandoned. 

I t shows a l l of the proposed i n j e c t i o n w e l l s t h a t 

are marked as blue t r i a n g l e s . There are 21 proposed 

i n j e c t i o n w e l l s i n the u n i t area. Five of these w e l l s 

we're asking f o r a u t h o r i t y t o i n j e c t i n today. 

Q. And then a d d i t i o n a l w e l l s you would add by f i l i n g 

a d m i n i s t r a t i v e a p p l i c a t i o n s pursuant t o the Section 7 00 

r u l e s of the Divis i o n ? 

A. Yes, t h a t ' s r i g h t . 

Q. There are several — maybe f o u r producing w e l l s 

i n d i c a t e d w i t h a green c i r c l e on t h i s p l a t . Do you see 

those? 

A. Yes, those are w e l l s t h a t are c u r r e n t l y producing 

from the Morrow formation. These are w e l l s t h a t could 

p o s s i b l y be incorporated i n t o the u n i t , however they w i l l 

not be u n t i l the Morrow reserves have been depleted, and 

t h i s i s governed by other j o i n t o p e rating agreements. 

Q. And these are w e l l s , some of them, i n which 

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 

40 

Marbob has an i n t e r e s t ; i s t h a t c o r r e c t ? 

A. Yes, t h a t ' s t r u e . 

Q. And they're not being considered a t t h i s time f o r 

u n i t i z i n g and won't be u n t i l the Morrow has been, i n f a c t , 

depleted? 

A. That's r i g h t . 

Q. Are you proposing t o d r i l l any a d d i t i o n a l w e l l s 

i n the u n i t area a t t h i s time? 

A. No, there i s a p o s s i b i l i t y — or we would want t o 

consider i t i n the f u t u r e , p o s s i b l y , but a t t h i s time we 

are not planning t o d r i l l a d d i t i o n a l w e l l s . 

Q. Because the acreage r e a l l y i s f u l l y developed a t 

t h i s time; i s t h a t what you're saying? 

A. Yes, t h a t ' s c o r r e c t . 

Q. And what you've shown w i t h a l l of the blue 

t r i a n g l e s i s where you u l t i m a t e l y w i l l get w i t h f u l l - s c a l e 

w a t e r f l o o d operations? 

A. Yes. 

Q. What are the p i p e l i n e s , i t looks l i k e , the 

i n j e c t i o n l i n e s t h a t are shown? Are those the — 

A. Yeah, those are the plans f o r the i n j e c t i o n l i n e s 

f o r the f i r s t group of w e l l s , f i r s t group of i n j e c t i o n 

w e l l s t h a t we c a l l Phase 1. There's a boundary shown i n 

the u n i t area i n red t h a t separates the Phase 1 area from 

the Phase 2, and t h i s i s j u s t an o p e r a t i o n a l p l a n t h a t we 
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would add the w e l l s over time, s t a r t i n g out w i t h f i v e 

i n j e c t i o n w e l l s i n Phase IA, inc r e a s i n g t h a t number t o 13 

i n j e c t i o n w e l l s i n Phase IB, and adding the remaining e i g h t 

w e l l s i n Phase 2 l a t e r . 

Q. You're going t o s t a r t w i t h Phase 1 a t t h i s t ime; 

i s t h a t r i g h t ? 

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

Q. About how f a r behind the Phase 1 development do 

you a n t i c i p a t e Phase 2 a c t u a l l y being committed t o the 

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

A. I n the neighborhood of 18 months. 

Q. Let's go t o E x h i b i t 18, the pr o d u c t i o n data on 

the u n i t area. 

A. Yeah, t h i s i s a record of h i s t o r i c a l primary 

p r o d u c t i o n by month f o r the u n i t area, and again i t also 

shows our f o r e c a s t f o r both primary p r o d u c t i o n under the 

c u r r e n t c o n f i g u r a t i o n and then the incremental p r o d u c t i o n 

and t o t a l production as a r e s u l t of w a t e r f l o o d i n g . 

Q. Let's t a l k about remaining primary recovery. 

What i s the a n t i c i p a t e d gross o i l volume you would 

a n t i c i p a t e recovering? 

A. As of January 1st of 2004, approximately 200,000 

b a r r e l s . 

Q. And have you been able t o set a cash value on 

t h a t production? 
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A. We estimate $6.7 m i l l i o n . 

Q. I f — We also have the proposed case. What would 

happen i f w a t e r f l o o d operations are implemented throughout 

the u n i t area? What volume of o i l do you a n t i c i p a t e being 

able t o recover through w a t e r f l o o d operations? 

A. Estimate about 2.5 m i l l i o n b a r r e l s incremental. 

Q. And what's the cash value of t h a t ? 

A. Approximately $17 m i l l i o n . 

Q. I t shows the increase i n the pr o d u c t i o n t h a t can 

r e s u l t through the implementation of the w a t e r f l o o d ; i s 

t h a t c o r r e c t ? 

A. Yes. 

Q. And i t shows the a d d i t i o n a l value of t h a t 

production? 

A. Well, t h a t ' s not shown on t h i s e x h i b i t . 

Q. That's r i g h t , but t h a t i s , when you apply 

estimated p r i c e s t o t h a t volume, what you get? 

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

Q. What i s E x h i b i t 19? 

A. 19 shows a production graph of the same data. I t 

shows the primary h i s t o r y since 1987 f o r the u n i t area and 

shows the f o r e c a s t s t a r t i n g a t the beginning of 2 004 of 

what would happen under w a t e r f l o o d . And i t shows t h a t we 

would increase — c u r r e n t l y , the r a t e i s about 350 b a r r e l s 

of o i l per day, and t h a t would increase t o something l i k e 
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1500 b a r r e l s per day. 

Q. Without u n i t i z e d management ope r a t i o n and f u r t h e r 

development i n the u n i t area, would t h i s a d d i t i o n a l 

recovery be wasted? 

A. Yes, the f i e l d i s d e c l i n i n g f a i r l y r a p i d l y and 

w i l l approach the economic l i m i t f o r primary operations 

soon. And i f w a t e r f l o o d i n g i s not s t a r t e d , then we w i l l be 

plugging w e l l s and reserves w i l l be l o s t . 

Q. What i s the basis f o r the p a r t i c i p a t i o n formula 

i n the u n i t agreement? 

A. I t i s 70 percent, based on area, and 3 0 percent 

on primary reserves. 

Q. And what data are you using i n t h a t primary-

reserve f i g u r e ? 

A. As of January 1st, 2003. 

Q. Why were these parameters selected? 

A. Well, the 3 0 percent, based on remaining primary 

reserves, i s approximately the f r a c t i o n of the value of the 

p r o j e c t t h a t ' s represented by the primary reserves, and i t 

reimburses owners who commit these primary reserves t o the 

u n i t . Seventy percent i s the value of the w a t e r f l o o d t h a t 

i s a l l o c a t e d based on acreage. We use acreage as a 

parameter f o r t h a t . 

Because of the complex nature of the Dagger Draw 

u n i t , which Mr. Humphrey r e f e r r e d t o , i t ' s very d i f f i c u l t 
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t o c o r r e l a t e the f u t u r e production of the w a t e r f l o o d w i t h 

other parameters t h a t are o f t e n used, such as cumulative 

o i l recovery or net p o r o s i t y thickness. 

Q. And so because of the p o r o s i t y , because of the 

water d r i v e , t h i s parameter, the acreage parameter, seems 

t o be the best t o accurately a l l o c a t e back t o the i n t e r e s t 

owners t h e i r f a i r share? 

A. Yes, t h i s would be the most e q u i t a b l e way t o 

a l l o c a t e the reserves. 

Q. I f t h i s u n i t i s approved and w a t e r f l o o d 

operations commenced i n the u n i t area, w i l l t h i s b e n e f i t 

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

the area a f f e c t e d by t h i s A p p l i c a t i o n ? 

A. Yes, everybody would b e n e f i t from increased 

recovery reserves and increased cash flo w . 

Q. Let's go t o the Form C-108 t h a t has been f i l e d i n 

t h i s case, your A p p l i c a t i o n f o r A u t h o r i z a t i o n t o I n j e c t . 

I t ' s been marked E x h i b i t 20. 

A. Yeah, t h i s i s a completed C-108 f o r the f i r s t 

f i v e w e l l s t h a t we want t o i n j e c t i n t o , t ogether w i t h a l l 

the r e q u i r e d i n f o r m a t i o n . 

Q. I s t h i s an expansion of an e x i s t i n g p r o j e c t ? 

A. No. 

Q. We're loo k i n g only a t f i v e wells? 

A. Yes, a t t h i s time t h a t we hope t o — I mean, we 
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w i l l ask f o r a u t h o r i t y t o commit a d d i t i o n a l w e l l s t o 

i n j e c t i o n i n the f u t u r e . 

Q. We've numbered the pages on t h i s . There i s a 

p l a t or a Midland map company map t h a t ' s page 2 0 i n the 

e x h i b i t . Would you t u r n t o t h a t , please? 

A. Yes. 

Q. What does t h i s show? 

A. Okay, the f i r s t f i v e proposed i n j e c t i o n w e l l s are 

shown on t h i s map h i g h l i g h t e d i n green. The leases and 

w e l l s w i t h i n a two-mile radius of each of these w e l l s are 

shown on the map, i d e n t i f i e d t h e r e , and the area w i t h i n a 

one-half-mile radius of each of the w e l l s , which represents 

the study area — the area of review f o r each of these 

w e l l s i n the C-108 — 

Q. Does t h i s — 

A. — i s o u t l i n e d . 

Q. Does t h i s e x h i b i t contain a l l the i n f o r m a t i o n 

r e q u i r e d by the O i l Conservation D i v i s i o n f o r each of the 

w e l l s i n any of these f i v e areas of review, w e l l s t h a t 

penetrate the i n j e c t i o n i n t e r v a l ? 

A. Yes. 

Q. And i s t h a t i n f o r m a t i o n set out i n t a b u l a r form 

on pages 21 through 24 of t h i s e x h i b i t ? 

A. Yes, we have data on a l l of the w e l l s w i t h i n the 

area of review of these proposed f i v e i n j e c t i o n w e l l s , and 
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i t shows the name and l o c a t i o n of each w e l l , the operator, 

type of w e l l g e n e r a l l y , whether i t ' s an o i l producer or i f 

i t ' s plugged or abandoned, the spud date, t o t a l depth and 

producing zone, p e r f o r a t i o n s and the completion 

i n f o r m a t i o n , the casing record. 

Q. Are t h e r e plugged and abandoned w e l l s w i t h i n the 

areas of review? 

A. Yes, t h e r e are f o u r , and t h e r e are w e l l b o r e 

schematics f o r these four w e l l s found on pages 25 through 

28, which show t h a t they have been p r o p e r l y plugged. 

Q. Are they plugged so as t o prevent the m i g r a t i o n 

of i n j e c t i o n f l u i d s from the i n j e c t i o n i n t e r v a l ? 

A. Yes. 

Q. Have you reviewed the data a v a i l a b l e on a l l the 

w e l l s w i t h i n the areas of review f o r the f i v e w e l l s we're 

discu s s i n g here today and s a t i s f i e d y o u r s e l f t h a t there's 

no remedial work on any of these w e l l s t h a t ' s necessary t o 

enable Yates t o s a f e l y operate t h i s p r o j e c t ? 

A. Yes, I have. 

Q. What i n j e c t i o n volumes do you propose? 

A. We're proposing average i n j e c t i o n volume of 2500 

b a r r e l s of water per day per i n j e c t i o n w e l l , or 12,500 

b a r r e l s per day f o r the f i v e proposed w e l l s . 

Q. And what i s the maximum rate? 

A. And the maximum r a t e , up t o 5000 b a r r e l s of water 
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per day per w e l l . 

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

i n j e c t ? 

A. The water i s produced water from the Canyon 

form a t i o n from North and South Dagger Draw and I n d i a n Basin 

r e s e r v o i r s . 

Q. W i l l you be i n j e c t i n g any f r e s h water? 

A. No, no f r e s h water. 

Q. You are now disposing s u b s t a n t i a l volumes of 

water i n the area, are you not? 

A. Yes, Yates Petroleum i s disposing of 

approximately 75,000 b a r r e l s per day i n the Dagger Draw 

area. 

Q. And t h i s w i l l be the source of the water you use 

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

A. Yes, t h a t ' s r i g h t . 

Q. W i l l t h i s be a closed system? 

A. Yes, closed. 

Q. What i n j e c t i o n pressure does Yates propose t o 

use? 

A. We propose a maximum i n j e c t i o n pressure of 152 0 

p . s . i . g . , but expect t h a t we w i l l have a vacuum a t the 

surface of these w e l l s f o r q u i t e some time, w h i l e we're 

i n j e c t i n g i n t o them. 

Q. I n any event, w i l l Yates l i m i t the i n f e c t i o n 
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pressure t o .2 pound per f o o t of depth t o the top of the 

i n j e c t i o n i n t e r v a l , unless a higher pressure i s authorized 

f o l l o w i n g Division-witnessed s t e p - r a t e t e s t s ? 

A. Yes. 

Q. What i s the cu r r e n t s t a t u s of each of the f i v e 

w e l l s you're proposing t o use f o r i n j e c t i o n ? 

A. These f i v e w e l l s are e i t h e r producing a t marginal 

r a t e s or t e m p o r a r i l y abandoned. They're c u r r e n t l y making 

approximately 200 b a r r e l s of o i l per month and 1900 MCF per 

month, a l l together. 

Q. How w i l l Yates monitor the i n j e c t i o n w e l l s t o 

ensure the i n t e g r i t y of the wellbore? 

A. There w i l l be pressure gauges on the wellhead, 

and the annular space w i l l be f i l l e d w i t h an i n e r t packer 

f l u i d . 

Q. I n your opinion, w i l l the proposed i n j e c t i o n i n 

these w e l l s pose any t h r e a t t o underground source of 

d r i n k i n g water? 

A. No. 

Q. Are there freshwater zones i n the area? 

A. Yes, there's a quaternary a l l u v i u m f o r m a t i o n t h a t 

produces water down t o a depth of 390 f e e t . 

Q. And the i n j e c t i o n i s s u b s t a n t i a l l y below t h a t ? 

A. Yes. Right, no i n j e c t i o n would be i n those 

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

of the proposed i n j e c t i o n wells? 

A. Yes, there are, there are f o u r freshwater w e l l s . 

Q. Are they i d e n t i f i e d — 

A. Yes, on E x h i b i t 20 there's a map which 

i d e n t i f i e s — 

Q. I s t h a t on page 29? 

A. Yes. Yes, page 29. And the f o u r l o c a t i o n s of 

the freshwater w e l l s are h i g h l i g h t e d i n green and numbered 

1 through 4. 

Q. Does the E x h i b i t also c o n t a i n water analyses on 

each of the wells? 

A. Yes, on the e i g h t pages f o l l o w i n g t h i s p l a t t h e r e 

are analyses on each of the water samples from these f o u r 

freshwater w e l l s . 

Q. Are the w e l l s i n the p r o j e c t area completed and 

cased so as t o prevent problems w i t h any of the water 

wells? 

A. Yes. 

Q. Have you examined a l l a v a i l a b l e geologic and 

engineering data on t h i s r e s e r v o i r , and as a r e s u l t of t h a t 

examination have you found any evidence of open f a u l t s or 

h y d r o l o g i c connections between the i n j e c t i o n i n t e r v a l and 

any underground source of d r i n k i n g water? 

A. Yes, I've examined the data, and no, I have not 
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found any evidence of f a u l t s or hyd r o l o g i c connections. 

Q. Let's go t o E x h i b i t Number 21. What i s t h i s ? 

A. This i s an a p p l i c a t i o n f o r the recovered o i l t a x 

r a t e f o r the enhanced o i l recovery p r o j e c t . 

Q. Does t h i s a p p l i c a t i o n c o n t a i n a l l i n f o r m a t i o n 

r e q u i r e d by the D i v i s i o n and meet a l l the requirements of 

t h e i r r u l es? 

A. Yes, a l l the re q u i r e d data i s attached. 

Q. What are the estimated a d d i t i o n a l c a p i t a l costs 

t o be i n c u r r e d i n t h i s p r o j e c t ? 

A. Well, $1.34 m i l l i o n f o r a d d i t i o n a l f a c i l i t i e s , 

and t o t a l cost — a t o t a l investment of $7.3 m i l l i o n . 

Q. How much a d d i t i o n a l production do you expect t o 

o b t a i n from the p r o j e c t area? 

A. About 2.5 m i l l i o n b a r r e l s of o i l and 4.4 BCF of 

gas. 

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

A. Approximately $73 m i l l i o n , based on $25 per 

b a r r e l f o r o i l and $4.16 per MCF. 

Q. Does Yates E x h i b i t 21, the produc t i o n graph 

included, show the production h i s t o r y and the pro d u c t i o n 

f o r e c a s t f o r o i l , gas and water from the p r o j e c t area? 

A. Yes, t h i s i s the same production p l o t t h a t we 

looked a t before, and i t shows the h i s t o r y since 1987 and 

f o r e c a s t through the wat e r f l o o d . 
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Q. I s u n i t i z e d management and f u r t h e r o p e r a t i o n of 

the p o r t i o n of the pool involved i n t h i s A p p l i c a t i o n 

necessary t o e f f e c t i v e l y c a r r y on the secondary recovery 

operations? 

A. Yes, i t i s . 

Q. W i l l u n i t i z e d operation prevent the waste of 

hydrocarbons? 

A. Yes, and i t w i l l . . . 

Q. And w i l l approval of the A p p l i c a t i o n and the 

implementation of t h i s w a t e r f l o o d p r o j e c t be i n the best 

i n t e r e s t of conservation and the p r o t e c t i o n of c o r r e l a t i v e 

r i g h t s ? 

A. Yes, i t w i l l . 

Q. Were E x h i b i t s 17 through 21 prepared by you or 

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

A. Yes, they were. 

MR. CARR: Mr. Stogner, a t t h i s time we'd move 

the admission i n t o evidence of Yates Petroleum Corporation 

E x h i b i t s 17 through 21. 

EXAMINER STOGNER: I do not seem t o be able t o 

f i n d my E x h i b i t 21. 

E x h i b i t s — What d i d you say, 16 — 

MR. CARR: 17 through 21. 

EXAMINER STOGNER: E x h i b i t s 17 through 21 w i l l be 

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

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 

52 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Okay, I'm r e f e r r i n g now t o E x h i b i t Number 19. I s 

i t my understanding t h a t the — the payout f a c t o r , 70 

percent, i s based on acreage, and the other 30 percent i s 

based on primary? And t h a t ' s as of January 1st, 2003? 

A. Yes. 

Q. Okay. And then when I look a t t h i s map I see 

t h a t there's a heavy black l i n e t h a t looks l i k e i t 

corresponds t o t h a t date; i s t h a t c o r r e c t ? 

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

Q. Okay. Now, you've given me i n E x h i b i t s 18 and 19 

primary production. How many w e l l s does t h i s represent? 

I s i t a f l o a t i n g number — 

A. Approximately 115, and yes — w e l l , there's — 

the number of a c t i v e w e l l s changes from time t o time, but 

i t ' s approximately 115 h i s t o r i c a l w e l l s i n the area. 

Q. And r i g h t now you say there's c u r r e n t l y 103; i s 

t h a t c o r r e c t ? 

A. Yes. 

Q. So anywhere between 115 and 103, a t l e a s t i n the 

l a t t e r stages. Perhaps some of the e a r l y numbers might 

represent a smaller number? 

A. Yes. 

Q. What i s the average d a i l y p r o d u c t i o n f o r a w e l l 
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out here i n t h i s pool — 

A. Well — 

Q. — i n your area? 

A. — t h a t would be approximately 3 1/2 b a r r e l s a 

day. We're making about 350 b a r r e l s a day out of a l l of 

them r i g h t now. 

Q. What's your b e t t e r ones showing? 

A. I haven't looked a t t h a t l a t e l y . I t h i n k the 

b e t t e r ones are probably down t o approximately 50 b a r r e l s a 

day. 

Q. And would t h a t be i n d i c a t i v e of a new w e l l , one 

of these high — 

A. Yes, there were a couple of w e l l s d r i l l e d i n 

about 2000 t h a t were new w e l l s w i t h h o r i z o n t a l s e c t i o n s , 

and they s t a r t e d out producing p r e t t y w e l l and have 

de c l i n e d r a p i d l y since then. 

Q. Now, i n Phase 1 and the f i r s t f i v e i n j e c t i o n 

w e l l s , t h a t ' s a l l over on the west side. What i s the 

average w e l l over here? Do you have any of these 

h o r i z o n t a l w e l l s , any of these good w e l l s , these 50-

b a r r e l s ? What's — 

A. Those two w e l l s were i n Section 21 on the east 

si d e . 

Q. Oh, t h a t ' s on the east side? 

A. Yes. 
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Q. But your i n i t i a l i n j e c t i o n i s going t o be over on 

t h a t west side? 

A. That's r i g h t . We f e l t l i k e the w a t e r f l o o d might 

respond best on the west side. 

Q. Okay. Now, e a r l i e r on when the g e o l o g i s t was 

t a l k i n g , I d i d n o t i c e some — what appears t o be h o r i z o n t a l 

w e l l s , e s p e c i a l l y over on the east side. They were shown 

on some of the maps as a red l i n e t h a t connect a red hollow 

dot and a red s o l i d dot — 

A. Yes, I believe the hollow dot would be the 

surface l o c a t i o n of the w e l l , and then the s o l i d dot would 

be the bottomhole l o c a t i o n . 

MR. HUMPHREY: That's c o r r e c t . 

Q. (By Examiner Stogner) So i t looks l i k e you have 

about f i v e or s i x h o r i z o n t a l w e l l s i n the u n i t area, over 

on the west side? I s t h a t your memory? 

A. Two, fou r — Six, I be l i e v e . 

Q. About s i x . 

MR. HUMPHREY: On the east side. 

Q. (By Examiner Stogner) Now, i n your Phase 2, are 

any of these h o r i z o n t a l w e l l s going t o be i n j e c t o r s ? 

A. No, they w i l l not. 

Q. Okay. I'm sure t h i s i n f o r m a t i o n shows up on your 

data but I've got a l o t of i n f o r m a t i o n here t o look. 

A. Yes. 

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 

55 

Q. On the f i v e i n j e c t i o n w e l l s , are t h e r e any new 

p e r f o r a t i o n s , or are you j u s t going t o go i n t o the 

e x i s t i n g ? 

A. No, we plan t o go i n and work them over and put 

i n new p e r f o r a t i o n s , and w e ' l l open up the whole s e c t i o n . 

Q. And t h a t i s shown i n your diagrams, I would 

assume. 

A. Yes, there's a schematic showing before and a f t e r 

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

Q. Okay. Now, we were — I was d i s c u s s i n g w i t h your 

g e o l o g i s t e a r l i e r whenever I was l o o k i n g a t h i s cross-

s e c t i o n , he depicted the dolomite as t h a t pink i n t e r v a l . 

And these p e r f o r a t i o n s , are they going t o cover the whole 

dolomite s e c t i o n , or are they going t o be concentrated i n 

the middle or up toward the top? 

A. No, t h e y ' l l be concentrated above the o i l - w a t e r 

contact. And, you know, t h a t number can vary, e x a c t l y 

where the o i l - w a t e r contact w i l l be i n a p a r t i c u l a r w e l l . 

So the p e r f s w i l l concentrate on porous i n t e r v a l s above the 

o i l - w a t e r contact. 

Q. And how were your f i v e f i r s t w e l l s picked f o r 

your i n j e c t i o n i n your Phase 1? 

A. Well, we picked the west side of the w a t e r f l o o d 

t o s t a r t w i t h , because i t f e l t l i k e t h a t would be where 

we'd get the best response, and the f i v e w e l l s are a c t u a l l y 
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c l o s e s t t o the proposed w a t e r - i n j e c t i o n p l a n t . 

And also i n general, the west side of the area i s 

a t a lower pressure, and so i t f e l t l i k e i t needs the 

wa t e r f l o o d . 

Q. What i s t h a t r e s e r v o i r pressure on t h a t west side 

now? 

A. Well, i t goes down as low as 300 p . s . i . I t 

v a r i e s from w e l l t o w e l l . 

Q. And how about on the east side? What's the 

r e s e r v o i r pressure? 

A. I t may be as high as 800 p . s . i . i n some w e l l s . 

Q. W i l l there be any s t i m u l a t i o n on the i n j e c t i o n 

w e l l s ' p e r f s a f t e r you re-perf? 

A. Yes, I t h i n k w e ' l l probably do some small a c i d 

jobs. 

Q. Again, t h i s i n f o r m a t i o n , I'm sure, i s covered i n 

your C-108, but the proposed i n j e c t i o n water, t h a t ' s — 

even though they're from three d i f f e r e n t pools, i s t h a t a l l 

the same, upper Pennsylvanian — 

A. Yes. 

Q. — water? 

A. Yeah, a l l the water i s handled together and i t ' s 

very s i m i l a r i n the three pools. The pools are a l l i n 

pressure communication w i t h each other. I t ' s a — one 

l a r g e , continuous r e s e r v o i r . 
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Q. Now, you had mentioned, I b e l i e v e , e a r l y on i n 

the testimony about other upper Pennsylvanian i n j e c t i o n 

p r o j e c t s , w a t e r f l o o d p r o j e c t s . What are some of the cl o s e r 

ones t o t h i s area? 

A. A c t u a l l y , t h a t was Mr. Humphrey who mentioned 

t h a t — 

Q. Okay. 

A. — and a c t u a l l y , I don't know of any myself. I 

can't t h i n k of one — 

MR. HUMPHREY: Most of them are — 

EXAMINER STOGNER: Mr. Humphrey, yeah, do you — 

MR. HUMPHREY: Most of them are i n Texas, the 

eastern s h e l f of the Midland Basin. Almost every major 

upper Pennsylvanian f i e l d i s under e i t h e r secondary or 

t e r t i a r y recovery, and t h a t includes SACROC, Jameson and 

some of those lar g e f i e l d s east of Midland. 

EXAMINER STOGNER: Those would be east of Midland 

MR. HUMPHREY: Yeah. 

EXAMINER STOGNER: I n a s i m i l a r environment? 

MR. HUMPHREY: Correct, same — they're l i m e - — 

The only d i f f e r e n c e i s , they're limestones t o dolomite, but 

the pore types are very s i m i l a r . You get vuggy cind 

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

r e s e r v o i r looks very s i m i l a r . 

Q. (By Examiner Stogner) This f i e l d was discovered 
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i n — What are some of the older w e l l s i n t h i s area? 

A. There was some production from t h i s area i n 1976. 

I guess t h a t ' s the e a r l i e s t production here, so i n the area 

before t h a t , and t h a t was — t h a t would be up th e r e i n 

Section 18 and also i n Section 30, are the o l d e s t w e l l s . 

Q. We haven't covered t h i s , but help me remember. I 

don't have my booklet here. What are the spacing r u l e s i n 

t h i s pool? 

A. We have 160-acre spacing w i t h up t o f o u r w e l l s . 

Q. And l e t ' s see, what's the w e l l - l o c a t i o n 

requirements? I s t h a t 660 from the outer boundary? 

A. I be l i e v e t h a t ' s r i g h t , yes. 

EXAMINER STOGNER: Now i f I remember r i g h t , Mr. 

Carr, our secondary recovery r u l e s and r e g u l a t i o n s go back 

and they discuss normally the 40-acre spacing toward the 

outer boundary of the u n i t i z e d area. But you're not asking 

f o r any s p e c i a l p r i v i l e g e s on t h a t aspect? 

MR. CARR: No, we're not. 

EXAMINER STOGNER: I t w i l l change i n t e r n a l l y , 

perhaps, but not around the u n i t i z e d area; i s t h a t — 

MR. CARR: No, we're not. 

Q. (By Examiner Stogner) Okay, I'm r e f e r r i n g again 

t o E x h i b i t Number 19. This i s the h i s t o r i c a l p r o d u c t i o n 

data. 

A. Yes. 

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 

59 

Q. And i t looks l i k e , as you're showing here, about 

the middle of 1995 was the peak year. 

A. Yes. 

Q. What happened about the middle of 1998, f i r s t 

p a r t of 1999? I see your neat l i t t l e l i n e s crumble. 

A. Yeah, there was low o i l p r i c e s then. I guess we 

reduced production. 

Q. There wasn't a p l a n t or a gas p l a n t go down or 

anything such as that ? 

A. Not t h a t I'm aware o f . 

EXAMINER STOGNER: I have no other questions of 

t h i s witness, nor any of your other witnesses. 

Do you have anything f u r t h e r ? 

MR. CARR: Mr. Stogner, t h a t concludes our 

pr e s e n t a t i o n i n t h i s case. 

EXAMINER STOGNER: Would you provide me a rough 

d r a f t ? 

MR. CARR: Yes, s i r , I w i l l . Can I have 10 days? 

EXAMINER STOGNER: On top of your other 10? 

MR. CARR: No. 

EXAMINER STOGNER: T o t a l , concurrent 10? 

MR. CARR: Yes, s i r . 

EXAMINER STOGNER: Okay, you have 10 days, s i r . 

You have my bless i n g f o r 10 days. E a r l i e r i f you wish. 

With t h a t , t h i s case, the consolidated cases, 

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 

60 

13,227 and 13,228, w i l l be taken under advisement a t t h i s 

time. 

MR. CARR: Thank you. 

EXAMINER STOGNER: Thank you, gentlemen. 

(Thereupon, these proceedings were concluded a t 

10:41 a.m.) 

*• £^ifne«h-*arl2ZfV
rOC*ed'B»s i H 

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



61 

CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 
) ss. 

COUNTY OF SANTA FE ) 

I , Steven T. Brenner, C e r t i f i e d Court Reporter 

and Notary P u b l i c , HEREBY CERTIFY t h a t the f o r e g o i n g 

t r a n s c r i p t of proceedings before the O i l Conservation 

D i v i s i o n was reported by me; t h a t I t r a n s c r i b e d my notes; 

and t h a t the foregoing i s a t r u e and accurate r e c o r d of the 

proceedings. 

I FURTHER CERTIFY t h a t I am not a r e l a t i v e or 

employee of any o f the p a r t i e s or att o r n e y s i n v o l v e d i n 

t h i s matter and t h a t I have no personal i n t e r e s t i n the 

f i n a l d i s p o s i t i o n of t h i s matter. 

WITNESS MY HAND AND SEAL March 6t h , 2004. 

STEVEN T. BRENNER 
CCR No. 7 

My commission expires: October 16th, 2006 

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


