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1 EXAMINER WARNELL: Let's go back on the r e c o r d then. 

2 We'll c a l l Case 14776 and Case 14777 and hear them t o g e t h e r . 

3 Both are a p p l i c a t i o n s from the Yates Petroleum C o r p o r a t i o n 

4 f o r approval of a non-standard spacing and p r o r a t i o n u n i t , 

5 Lea County, New Mexico. C a l l f o r appearances. 

6 MR. LARSON: Gary Larson from H i n k l e , Hensley and 

7 Shanor and M a r t i n i n Santa Fe f o r t he a p p l i c a n t , Yates 

8 Petroleum C o r p o r a t i o n . I have one witness. 

9 EXAMINER WARNELL: W i l l t h e witness please stand and 

10 be sworn. 

11 (Oath administered.) 

12 MR. LARSON: Mr. Examiner, I prepared separate 

13 p r e s e n t a t i o n s , so I have sets o f e x h i b i t s i n each case, but I 

14 t h i n k I w i l l j u s t present 14776 f i r s t , and then f o l l o w up 

15 w i t h 14777. 

16 EXAMINER WARNELL: E x c e l l e n t . That's a good p o i n t . 

17 MR. LARSON: And be f o r e I beg i n w i t h Mr. Podany's 

18 testimony, I would d i r e c t your a t t e n t i o n t o Yates E x h i b i t 

19 Number 1, which i s an a f f i d a v i t o f the Yates landman Kevin 

20 K l e i n . And i n h i s a f f i d a v i t Mr. K l e i n s t a t e s t h a t Yates 

21 seeks approval o f an 80-acre o i l spacing and p r o r a t i o n u n i t 

22 t o be de d i c a t e d t o the Belco AIA Federal Number 5 Well, which 

23 w i l l be a d i r e c t i o n a l w e l l . And a t t a c h e d t o the a f f i d a v i t i s 

24 E x h i b i t A i s a C-102 p l a t i d e n t i f y i n g the surface and bottom 

25 hole l o c a t i o n s f o r the w e l l . The w e l l i s e n t i r e l y l o c a t e d on 
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1 a f e d e r a l lease which covers a l l o f S e c t i o n 14. 

2 On Page 2 of h i s a f f i d a v i t , Mr. K l e i n l i s t s the 

3 e n t i t i e s t h a t own working i n t e r e s t s i n the proposed 80-acre 

4 u n i t and i d e n t i f i e s the percentages of i n t e r e s t t h a t they 

5 hold. He_then^ states^ that all of the interest owners have^ 

6 j o i n e d i n t h e , what I w i l l r e f e r t o as the Belco Number 5 
7 Well, pursuant t o a j o i n t o p e r a t i n g agreement, and t h a t 

8 pursuant t o the JOA, Yates Petroleum -- Yates Petroleum w i l l 

9 operate t he w e l l . 

10 F i n a l l y , Mr. K l e i n s t a t e s t h a t he determined whether 

11 t h e r e -are any op e r a t o r s and/or i n t e r e s t owners i n the 4 0-acre 

12 u n i t s o f f s e t t i n g the proposed 80-acre u n i t , and he found one 

13 such o p e r a t o r , Pecos Operating Company, and sent a c e r t i f i e d 

14 m a i l , n o t i c e of Yates' a p p l i c a t i o n t o Pecos Operating 

15 Company. Copies of Mr. K l e i n ' s n o t i c e l e t t e r and c e r t i f i e d 

16 m a i l r e c e i p t are a t t a c h e d t o h i s a f f i d a v i t as E x h i b i t B. 

17 And, w i t h t h a t , Mr. Examiner, I would move the 

18 admission of Yates E x h i b i t Number 1. 

19 EXAMINER WARNELL: Yates E x h i b i t Number 1 i s 

20 ad m i t t e d . 

21 ( E x h i b i t 1 Case Number 14776 admitted.) 

22 

23 

24 

25 
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1 RAYMOND PODANY 

2 (Sworn, t e s t i f i e d as f o l l o w s : ) 

3 DIRECT EXAMINATION 

4 BY MR. LARSON 

5 Q. Mr. Podany, would you s t a t e your f u l l name f o r the 

6 rec o r d , please? 

7 A. I t ' s Raymond Podany. 

8 Q. Podany. And where do you reside? 

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

10 Q. And by whom are you employed and i n what capacity? 

11 A. I'm employed by Yates Petroleum as manager of 

12 geology f o r the Permian Basin. 

13 Q. And c o u l d you b r i e f l y summarize your e d u c a t i o n a l and 

14 p r o f e s s i o n a l background? 

15 A. I graduated from George Washington U n i v e r s i t y i n 

16 Washington, DC, w i t h a bachelor's of science degree i n 

17 geology, and a master's of science i n geology, 1980. I 

18 subsequently worked i n the o i l i n d u s t r y f o r s e v e r a l 

19 companies, i n c l u d i n g G etty O i l Company, Texaco, CalTex i n 

20 Indonesia, and Yates Petroleum as a g e o l o g i s t i n A r t e s i a . 

21 Q. And have you p r e v i o u s l y been q u a l i f i e d by the 

22 D i v i s i o n Hearing Examiner as an expe r t i n petroleum 

23 geology? 

24 A. I have. 

25 Q. And are you the Yates g e o l o g i s t r e s p o n s i b l e f o r 
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1 a n a l y z i n g the prospects f o r the Belco 5 D i r e c t i o n a l Well? 

2 A. I am, yes. 

3 MR. LARSON: Mr. Examiner, I tender Mr. Podany as an 

4 expert i n petroleum geology f o r purposes o f both cases. 

5 EXAMINER WARNELL: Mr. Podany i s so recognized. 

6 Q. And cou l d I d i r e c t your a t t e n t i o n t o E x h i b i t A t o 

7 E x h i b i t 1, which i s Mr. K l e i n ' s a f f i d a v i t , s p e c i f i c a l l y the 

8 C-102 p l a t . Was Yates r e s t r i c t e d i n i t s choice of a surface 

9 l o c a t i o n f o r the proposed Belco 5 Well by BLM requirements? 

10 A. We were, yes. And so we -- we were g i v e n a d r i l l i n g 

11 i s l a n d from which t o l o c a t e a surface w e l l f o r any a d d i t i o n a l 

12 d r i l l i n g t h a t was going t o be done i n t h i s s e c t i o n , and t h i s 

13 i s due t o potash concerns and c u l t u r a l a r c h e o l o g i c a l type of 

14 concerns i n t h i s area. There's a d r i e d lake where i t was 

15 f o r m e r l y -- I t h i n k i t ' s Laguna Salada type where the Indians 

16 used t o camp. 

17 Q. And has Yates submitted an APD t o the Bureau of Land 

18 Management f o r the Belco Number 5 Well? 

19 A. Yes, we have. 

2 0 Q. And has the BLM approved the APD? 

21 A. Yes. 

22 Q. And has Yates a l s o submitted a sundry n o t i c e t o the 

23 BLM i d e n t i f y i n g the 80-acre u n i t t h a t Yates' a p p l i c a t i o n 

24 addresses i j ^ J ^ i i s case? 

25 A. We have". 
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1 Q. And has the BLM acted on t h a t sundry n o t i c e ? 

2 A. Yes. 

3 Q. Did they i n d i c a t e t h a t i t would be approved pending 

4 the h e a r i n g i n t h i s case? 

5 A. That was the i n d i c a t i o n they gave, yes. 

6 Q. I s Yates a l s o r e s t r i c t e d i n i t s choice of the 

7 surface l o c a t i o n f o r the w e l l by D i v i s i o n Order R-12119, 

8 which i n c l u d e s setback requirements? 

9 A. Yes. 

10 Q. And does the w e l l as proposed comply w i t h those 

11 requirements? 

12 A. I b e l i e v e i t does, yes. 

13 Q. And I next d i r e c t your a t t e n t i o n t o E x h i b i t Number 2 

14 i n Case 14776. Would you please i d e n t i f y t h i s document? 

15 A. This i s a l o c a t i o n map of 20-32 i n Lea County, New 

16 Mexico, showing S e c t i o n 14 where we p l a n t o d r i l l our w e l l s . 

17 We have two d r i l l i n g i s l a n d s , one where the Belco Number 1 i s 

18 l i s t e d and i t s subsequent h o r i z o n t a l w e l l , the Number 3, was 

19 d r i l l e d from t h a t same pad, and one i n the southwest where 

2 0 the Belco Number 2 Well was d r i l l e d as a h o r i z o n t a l w e l l , and 

21 then a Belco Number 4 going o f f t o the east, and the 

22 second -- and the second d r i l l i n g i s l a n d . 

23 And subsequently another op e r a t o r , which Yates has 

24 no i n t e r e s t i n , was al l o w e d t o share our d r i l l i n g i s l a n d i n 

25 S e c t i o n 14, so they were able t o get access t o Section 15 f o r 
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1 d r i l l i n g t h e i r h o r i z o n t a l w e l l , the Queenie IH, which i s 

2 d r i l l e d from near our d r i l l i n g i s l a n d i n Section 14 onto 

3 •Section 15. 

4 Q. And d i d you prepare t h i s map? 

5 A. I d i d . 

6 Q. And would i t be c o r r e c t t o say t h a t the w e l l s 

7 i d e n t i f i e d as Number 1, Number 2, Number 3, and Number 4 are 

8 Yates Wells? 

9 A. Yes, they are. 

10 Q. Could you b r i e f l y e x p l a i n t o the Hearing Examiner 

11 the h i s t o r y of each of those w e l l s ? 

12 A. The Number 1 Well was o r i g i n a l l y d r i l l e d by a 

13 company c a l l e d Belco Petroleum, and i t was d r i l l e d down t o 

14 13,000 f e e t , 13,250, and plugged as a d r y hole i n 1983. 

15 Yates r e - e n t e r e d t h i s w e l l i n 19 -- 1990, and subsequently 

16 t e s t e d s e v e r a l i n t e r v a l s i n the Wolfcamp, the Bone Springs, 

17 and the Brushy Canyon, and subsequently e s t a b l i s h e d 

18 p r o d u c t i o n and completed t he w e l l i n the Cherry Canyon 

19 I n t e r v a l o f the Brushy Canyon, and t h a t was the o r i g i n a l w e l l 

20 back i n 1990, and i t took us a number of years t o get a 

21 second l o c a t i o n . 

22 This p a r t i c u l a r w e l l i s an e x c e l l e n t Delaware Well, 

23 probably t he best Delaware Well Yates operates, has produced 

.24 600,000 b a r r e l s o f o i l i n t h i s v e r t i c a l w e l l . Subsequently, 

25 we went i n and d r i l l e d t h e Number 2 from a second d r i l l i n g 
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1 i s l a n d t h a t was awarded t o us from the BLM a t t h e i r s e l e c t i o n 

2 of where we co u l d d r i l l from, not n e c e s s a r i l y our p a r t i c u l a r 

3 choice, and i t t u r n e d out t o be downdip from the Number 1 

4 Well and was wet i n the main sand t h a t had produced the 

5 600,000 b a r r e l s , so we had t o s e l e c t a d i f f e r e n t t a r g e t , 

6 which we d i d , o f the B Sand, which w e ' l l show i n subsequent 

7 c r o s s - s e c t i o n s which sand t h a t i s below the A Sand. And we 

8 went h o r i z o n t a l i n i t , and subsequently d r i l l e d the Number 2 

9 and completed i t , and t h a t was --we, i n 2000 -- put t h a t one 

10 on p r o d u c t i o n i n 2007. And from 2 007 t o -- through December, 

11 i t has produced 88,000 b a r r e l s of o i l . 

12 And the second -- the next w e l l we d r i l l e d was the 

13 Number 3, the h o r i z o n t a l w e l l i n the A Sand t h a t was -- which 

14 we had thought t o be p r o d u c t i v e . We d r i l l e d the w e l l and 

15 completed i t i n 2008, and i n -- and through December has made 

16 83,000 b a r r e l s of o i l . And d r i l l e d a l a t e r a l i n the Number 4 

17 Well i n the B Sand, the same sand as the Number 2, and i t has 

18 produced 76,000 b a r r e l s of o i l from completion i n 2008 

19 through December of 2011. 

20 So we have d r i l l e d s e v e r a l good zones i n the Upper 

21 Delaware. The o r i g i n a l w e l l t e s t e d the Brushy Canyon 

22 i n t e r v a l s , but c o u l d not s u s t a i n p r o d u c t i o n because of the 

23 poor cement and the a b i l i t y t o get a good o i l -- a good 

24 enough water c u t , so t h e r e was some u n c e r t a i n t y f o r sure 

25 which p a r t i c u l a r zones i n the" Brushy - Canyon t h a t we want t o 
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1 t e s t . So i n doing these l a t e r a l s , w e ' l l go down and t e s t 

2 t h i s lower p o r t i o n of the Delaware, the Brushy Canyon 

3 I n t e r v a l , which d i d , i n the i n i t i a l w e l l , and the only one 

4 that has tested i t was the Belco Number 1. 

5 Q. And would i t be f a i r t o say that Yates considers 

6 each of these wells, Number 1 through 4, successful wells? 

7 A. Yes. 

8 Q. And d i d the production from those wells lead t o 

9 Yates' decision t o d r i l l the Number 5 Well? 

10 A. Yes, and to get f u r t h e r production from the 

11 Delaware. 

12 Q. And I next d i r e c t your a t t e n t i o n to Exh i b i t Number 

13 3. Could you i d e n t i f y t h i s document? 

14 A. This i s a d i r e c t i o n a l p l o t prepared by the 

15 d i r e c t i o n a l d r i l l i n g company f o r Yates Petroleum f o r the 

16 Number 5 Well, which shows an S-curve, and, from our 

17 l o c a t i o n , going o f f d i r e c t i o n a l l y and then coming down 

18 v e r t i c a l l y i n the part of the Delaware where our main 

19 o b j e c t i v e i s . 

20 Q. And was t h i s document included i n the APD package 

21 that Yates submitted t o the Bureau of Land Management? 

22 A. Yes. 

23 Q. And w i l l the Number 5 Well be prodjacj.ng_Q_nly i n the 
24 quarter-quarter section of the bottom hole location? 

25 A. Yes. 
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1 Q. And what i s the t a r g e t of the w e l l ? 

2 A. I t ' s the Brushy Canyon I n t e r v a l and subsequent 

3 higher-up zones t h a t were not t e s t e d , so we can f u l l y 

4 e v a l u a t e the e n t i r e Delaware I n t e r v a l from the Cherry Canyon 

5 down t o the Brushy Canyon. 

6 Q. I n your o p i n i o n , / i s the w e l l p r o s p e c t i v e i n the 

7 Delaware Brushy Canyon? 

8 A. Yes. 

9 Q. . And would you please i d e n t i f y the document marked as 

10 E x h i b i t 4 i n Case 14776? 

11 A. This i s a s t r u c t u r e map on the B Sand which i s --

12 the B Sand i s the one below the Manzanita marker i n the 

13 Cherry Canyon which i s a r e g i o n a l marker. This shows 

14 s t r u c t u r e of a d i p p i n g nose t h a t i t ' s a r e g i o n a l nose t h a t 

15 goes f o r many mile s on major -- some of the major ho r i z o n s . 

16 This p a r t i c u l a r one shows i t on the -- i n t h i s Cherry Canyon 

17 Sand, i t shows the l o c a t i o n of the w e l l s , and i t shows a 

18 c r o s s - s e c t i o n , A t o A Prime, which w e ' l l look a t next. 

19 I t has --we have p r o j e c t e d on a minimum o i l which 

2 0 we have seen from the Number -- as seen i n the Number 1 Well, 

21 which means t h a t s e c t i o n i n the w e l l was f u l l of o i l , and 

22 then the next w e l l down we d r i l l e d was f u l l o f water, so 

23 somewhere i n between i s our o i l water c o n t a c t , which we d i d 

24 not a c t u a l l y see i n a w e l l , y e t , but i t would be close t o 

25 t h a t r e d l i n e due t o the t h i c k n e s s of the sands i n the A 
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1 Sand. 

2 The B Sand i s producing -- i s p r o d u c t i v e throughout 

3 t h i s area. There are some shallow w e l l s , Yates Seven Rivers 

4 over i n 16 and o f f t o the east i n Sections 18 and 7, which do 

5 not p e n e t r a t e the Delaware. The c o n t r o l f o r t h i s map are the 

6 red numbers next t o the w e l l symbols are Sub C numbers, so 

7 d i p i s t o the south, and i t i s a s t r u c t u r a l nose, and t h e r e 

8 i s f a i r l y sparse and l i m i t e d d r i l l i n g i n t h i s immediate area 

9 f o r the c o n t r o l of t h i s map. 

10 Q. And what b e a r i n g d i d your s t r u c t u r e map have on 

11 Yates' d e c i s i o n t o d r i l l the Number 5 Well? 

12 A. Well, we thought t h e r e -- t h e r e i s f u r t h e r south 

13 p r o d u c t i o n along t h i s nose i n the Brushy Canyon, and we 

14 b e l i e v e we have, i n the d r i l l i n g of the o r i g i n a l w e l l , the 

15 Number 1 Well, t h e r e were shows i n the Delaware i n t h i s 

16 i n t e r v a l . They d i d not run e l e c t r i c logs over the Delaware 

17 a t a l l . They -- they ran logs j u s t on the zones, the deep 

18 zones they were i n t e r e s t e d i n a t the time, so we -- when we 

19 r e - e n t e r e d t h i s w e l l , we ran a case neu t r o n l o g , and t h a t 

20 w i l l be i n our next e x h i b i t i n our c r o s s - s e c t i o n from the 

21 Number 1 Discovery Well and our Number 2 p i l o t hole i n the 

22 v e r t i c a l w e l l , which we logged, a d e n s i t y neutron l o g . 

23 Q. And c o u l d you next i d e n t i f y what's been marked as 

24 E x h i b i t Number 5 i n Case 14776. 

25 A. This 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 between these two 
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1 w e l l s t h a t shows t h a t they are approximately 2 9 hundred f e e t 

2 a p a r t . On the l e f t i s the Number 2 H o r i z o n t a l Well t h a t was 

3 subsequently d r i l l e d h o r i z o n t a l i n the B Sand. There are 

4 t h r e e sands i n d i c a t e d on t h e r e , the A Sand, the B Sand, and 

5 the C Sand. 

6 On the Number 1 Well, the A Sand, d u r i n g the 

7 completion of t h i s w e l l , we had p e r f e d and f r a c k e d the C and 

8 the B and were moving up and put a b r i d g e p l u g between these, 

9 and t h a t ' s marked on t h e r e a t 5,013, and then came up and 

10 then p e r f o r a t e d the A Sand by i t s e l f , and i t came i n f l o w i n g . 

11 I t was a v e r y p r o l i f i c zone. So i t was produced from 1990 t o 

12 2007 by i t s e l f , o n l y t h a t zone, and subsequently added the B 

13 and C i n t e r v a l s i n the p r o d u c t i o n stream f o r t h a t w e l l a t the 

14 time we were completing these o t h e r h o r i z o n t a l w e l l s and 

15 doing t h i s other- a c t i v i t y out here. 

16 So the o t h e r w e l l s i n the area a l l have shown t h a t 

17 they are i n the B Sand. The Number 2, the Number 4 and the 

18 Manzanos Well are a l l i n the B Sand. 

19 Q. And d i d you prepare the c r o s s - s e c t i o n t h a t ' s marked 

20 as E x h i b i t Number 5? 

21 A. I d i d . 

22 Q. And cou l d you next i d e n t i f y E x h i b i t Number 6 i n case 

23 14776? 

24 A. This i s the same c r o s s - s e c t i o n w i t h the a d d i t i o n of 

2 5 the Brushy Canyon I n t e r v a l s p l i c e d on t h e r e w i t h a l a r g e 
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1 s e c t i o n m i s s i n g , and these are the i n t e r v a l s we had t e s t e d i n 

) 

2 our Number 1 Well and t e s t e d o i l and water, but co u l d not get j 

3 our cement j o b t o shut o f f any o t h e r water. 

4 We d i d not t e s t the, Basal Brushy Canyon Sand 

5 immediately above the Bone Springs, which p o s s i b l y has a 

6 l i t t l e lower p o r o s i t y than the one we d i d t e s t , but we t h i n k 

7 t h e r e would be a good chance t o get p r o d u c t i o n out of i t . 

8 7And subsequently those are the k i n d of i n t e r v a l s of what we 

9 need t o do i s f i n d out the p r o d u c t i v i t y of these d i f f e r e n t 

10 sands so any subsequent development we do out here i n the 

11 h o r i z o n t a l sense, we are able t d t a r g e t the c o r r e c t sands and 

12 proceed w i t h o i l p r o d u c t i o n and development throughout as 

13 much as we are able t o w i t h i n t h i s s e c t i o n t h a t i s -- t h a t we 

14 have here i n the Delaware. 

15 Q. And do you b e l i e v e t h a t the two c r o s s - s e c t i o n s 

16 marked as E x h i b i t s 5 and 6 support your o p i n i o n t h a t the 

17 Number 5 Well i s p r o s p e c t i v e i n the Delaware Brushy Canyon? 

18 A. Yes. I t ' s immediate o f f s e t t o the w e l l t h a t had J 

19 good shows i n o i l and we w i l l be v e r y i n close p r o x i m i t y t o 

20 i t . 

21 Q. And, i n your o p i n i o n , w i l l the Belco Number 5 Well 

22 e f f i c i e n t l y produce reserves i n the Delaware Brushy Canyon 

23 thereby p r e v e n t i n g waste? 

24 A. Yes. 

I 
25 Q. And, i n your o p i n i o n , w i l l the g r a n t i n g of Yates' 

I 
I 

j 
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1 a p p l i c a t i o n serve the i n t e r e s t of c o n s e r v a t i o n and p r o t e c t i o n 

2 of c o r r e l a t i v e r i g h t s ? 

3 A. Yes. 

4 MR. LARSON: Mr. Examiner, I move the admission of 

5 Yates E x h i b i t s Numbers 2 through 6 i n Case 14776, and I have 

6 no f u r t h e r q uestions of Mr. Podany r e g a r d i n g Case Number 

7 14776. 

8 EXAMINER WARNELL: Thank you. E x h i b i t s 2 through 6 

9 are adm i t t e d . 

10 ( E x h i b i t s 2 through 6 admitted.) 

11 EXAMINER WARNELL: Mr. Brooks, any questions? 

12 EXAMINER BROOKS: No que s t i o n s . 

13 EXAMINER WARNELL: I have a couple of questions. I f 

14 we cou l d go back t o -- w e l l , f i r s t o f a l l , i s th e r e -- d i d 

15 you say you have approval from BLM? Do you have an API 

16 number on t h i s w e l l , o r are they h o l d i n g you hostage on t h a t ? 

17 THE WITNESS: I'm not sure about t h a t . I don't know 

18 i f i t ' s on our paperwork, but --

19 EXAMINER WARNELL: Mr. Larson, can you check on 

2 0 t h a t ? 

21 MR. LARSON: I'm not aware of one, but I w i l l check. 

22 EXAMINER WARNELL: And then E x h i b i t 2, on the 

23 Manzano Queenie IH Well --

24 THE WITNESS: Yes. 

25 EXAMINER WARNELL: -- I see the surface l o c a t i o n . I 
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1 see the bottom hole l o c a t i o n . 

2 THE WITNESS: And then t h e r e i s a l i t t l e c i r c l e . 

3 EXAMINER WARNELL: Yeah, t h a t l i t t l e w e l l . 
4 THE WITNESS: That i s where they entered the 

5 Delaware. 

6 EXAMINER WARNELL: That's not another w e l l ? 

7 THE WITNESS: That's 

8 EXAMINER WARNELL: That's j u s t a Delaware e n t r y 

9 p o i n t ? 

10 THE WITNESS: R i g h t . That's where they entered the 

11 Delaware so t h a t t h e y were not d r i l l i n g i t -- they k i n d of 

12 d r i l l e d i t d i r e c t i o n a l and then h o r i z o n t a l and had q u i t e a 

13 b i t of ways t o go. They went through p r e t t y extreme measures 

14 t o get out t h e r e t o get t h a t , and i t t u r n e d out a c t u a l l y a 

15 r e a l l y good w e l l , so -- i n the B Sand, so i t ' s a f l o w i n g 

16 w e l l , and i t ' s f a i r l y new. 

17 EXAMINER WARNELL: I s t h a t a BLM issue, you t h i n k , 

18 why they chose t h a t s u r f a c e l o c a t i o n ? 

19 THE WITNESS: That was the surfac e l o c a t i o n we had 

20 o r i g i n a l l y had as a d r i l l i n g i s l a n d , and they were given 

21 Manzano was g i v e n t h a t from our su r f a c e l o c a t i o n , , so we were 

22 a l i t t l e -- t h e y ' r e not -- t h e y ' r e hard t o come by, and so we 

23 were a l i t t l e d i s t u r b e d , but --

24 EXAMINER WARNELL: I can understand t h a t . And then 

25 s t a y i n g w i t h E x h i b i t 2 t h e r e j u s t f o r a second, the Wells 1, 
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1 3 5 and 6 have t o be d r i l l e d , but a l l of those w e l l s are on 

2 the same pad or same d r i l l i n g i s l a n d --

3 THE WITNESS: Yes . 

4 EXAMINER WARNELL: -- the surfac e l o c a t i o n . Okay. 

5 E x h i b i t 5, i f I'm understanding t h i s p r o p e r l y , you s t a r t e d 

6 out w i t h the C and B, set a b r i d g e p l u g --

7 THE WITNESS: And then went up t o p e r f o r a t e the next 

8 zone up i n our normal completion, and, you know, the -- the 

9 idea was t o -- i t was j u s t f a r enough away we thought i t 

10 would p r o b a b l y have t o be fr a c k e d , and so p u t t i n g a b r i d g e 

11 p l u g was k i n d of the normal t h i n g t o f r a c these two t h a t were 

12 t h e r e t o g e t h e r , and then move up t o the next one, but when 

13 t h a t w e l l came on s t r o n g , i t -- they never -- you know, i t 

14 took t o 2007 f o r us t o p u l l t h a t next p l u g , and we d i d see an 

15 increase of p r o d u c t i o n once we d i d t h a t . 

16 EXAMINER WARNELL: Okay. And t h a t ' s approximately 

17 r o u g h l y 5,000 f e e t ? 

18 THE WITNESS: Yes. 

19 EXAMINER WARNELL: Okay. 

20 THE WITNESS: And the Brushy Canyon i s down around 

21 74 hundred o r 73 hundred. 

22 EXAMINER WARNELL: And then you down hole commingled 

23 A, B, and C, which i s what you are p r e s e n t l y doing on t h a t 

24 w e l l ? 

2 5 THE WITNESS: On t h a t w e l l , yes. 
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1 EXAMINER WARNELL: Okay. That's i t . No ot h e r 

2 q u e s t i o n s . Thank you. 

3 MR. LARSON: I have one f o l l o w - u p q u e s t i o n . 

4 REDIRECT EXAMINATION 

5 BY MR. LARSON 

6 Q. Does Yates have an i n t e r e s t i n t h a t Manzano Queenie 

7 Well? 

8 A. We do no t . 

9 MR. LARSON: Mr. Examiner, I have another set of 

10 e x h i b i t s f o r Case 14777. I w i l l t r y t o e l i m i n a t e any 

11 redundancy, but t h e r e are a d i f f e r e n c e between the two cases. 

12 EXAMINER WARNELL: No problem. I apologize f o r 

13 f o r c i n g you i n t o h e a r i n g them a t the same time. We should 

14 have done what Florene l a i d out t h e r e f o r us. 

15 MR. LARSON: Mr. Examiner, the E x h i b i t Number 1 i n 

16 Case 14777 i s another a f f i d a v i t by Mr. K l e i n . I n h i s 

17 a f f i d a v i t Mr. K l e i n s t a t e s t h a t Yates s i m i l a r l y seeks 

18 approval of an 80-acre o i l spacing and p r o r a t i o n u n i t , t h i s 

19 one t o be de d i c a t e d t o the Belco AIA Federal Number 6 Well, 

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

21 Attached t o Mr. K l e i n ' s a f f i d a v i t i s another E x h i b i t 

22 A, which i s a C-102 p l a t i d e n t i f y i n g t h e surface and bottom 

23 hole l o c a t i o n of the w e l l . On Page 2 of h i s a f f i d a v i t , 

24 Mr. K l e i n i d e n t i f i e s t h e e n t i t i e s t h a t own the working 

25 i n t e r e s t i n the proposed u n i t , the percentages of t h e i r 
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1 i n t e r e s t . They are i d e n t i c a l t o the i n t e r e s t s i n Case 14776, 

2 so a l l of the i n t e r e s t s i d e n t i f i e d i n t h i s a f f i d a v i t a l s o 

3 have j o i n e d i n the w e l l through a j o i n t o p e r a t i n g agreement, 

4 and Yates, a l s o , w i l l be the o p e r a t o r of t h i s w e l l . 

5 And f i n a l l y w i t h r e g a r d t o the a f f i d a v i t , Mr. K l e i n 

6 s t a t e s t h a t he determined t h a t t h e r e are no operators or 

7 i n t e r e s t owners i n the 40-acre u n i t s o f f s e t t i n g the proposed 

8 80-acre u n i t t h a t would be e n t i t l e d t o re c e i v e n o t i c e . And 

9 so I would move the admission of E x h i b i t Number 1 i n Case 

10 14777, which i s Mr. K l e i n ' s a f f i d a v i t . 

11 EXAMINER WARNELL: E x h i b i t Number 1 i s admitted. 

12 ( E x h i b i t 1 Case 14777 admitted.) 

13 EXAMINER WARNELL: That i n c l u d e s E x h i b i t -- you've 

14 got them l a b e l e d E x h i b i t 1 and E x h i b i t A? 

15 MR. LARSON: Yes. E x h i b i t A i s an e x h i b i t t o the 

16 a f f i d a v i t . 

17 EXAMINER WARNELL: Okay. A l l r i g h t . 

18 RAYMOND PODANY 

19 ( P r e v i o u s l y sworn, t e s t i f i e d as f o l l o w s : ) 

2 0 DIRECT EXAMINATION CASE 14 777 

21 BY MR. LARSON: 

22 Q. Mr. Podany, can you i d e n t i f y what has been marked as 

23 E x h i b i t 2 i n Case 14777? 

24 A. E x h i b i t 2 i s the w e l l l o c a t i o n p l a t showing the 
25 proposed w e l l l o c a t i o n s , bottom h o l e l o c a t i o n s , and the --
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1 the d r i l l i n g i s l a n d from which they w i l l be d r i l l e d from, 

2 nearby the 1 and 3 Well l o c a t i o n s , and they w i l l be 

3 d i r e c t i o n a l l y d r i l l e d t o bottom hole l o c a t i o n s , the Number 5 

4 t o the east and Number 6 t o the west. 

5 Q. And i s t h i s i d e n t i c a l t o the map t h a t was ad m i t t e d 

6 i n Case 14776? 

7 A. This i s i d e n t i c a l t o the p r e v i o u s - s u b m i t t e d map from 

8 the p r e v i o u s case. The measured depth of the w e l l i s shown 

9 on the l a t e r a l s , and the TBDs t h a t were -- where those 

10 l a t e r a l s ended up i s a l s o shown on the end of the h o r i z o n t a l 

11 w e l l s . 

12 Q. Okay. And i s Yates a l s o s u b m i t t i n g an APD t o the 

13 BLM f o r what we w i l l r e f e r t o as the Belco Number 6 Well? 

14 A. Yes, we have. 

15 Q. Has t h a t APD a l s o been approved? 

16 A. Yes, i t has. 

17 Q. And do you know i f an API number has been assigned 

18 t o t h a t w e l l ? 

19 A. I do not know t h a t . 

2 0 Q. Did Yates a l s o submit a sundry n o t i c e t o the BLM 

21 addressing the 80-acre spacing u n i t t h a t ' s requested i n the 

22 a p p l i c a t i o n i n t h i s case? 

2 3 A. Yes, we have. 

24 Q. Has the BLM acted on t h a t sundry n o t i c e ? 

2 5 A. Yes, t h e y have. 
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Q. I next d i r e c t your a t t e n t i o n t o what's been marked 

2 as E x h i b i t Number 3 i n Case 14777. Do you have t h a t 

3 e x h i b i t ? 

4 A. Yes. 

5 Q. Could you i d e n t i f y t h a t , please? 

6 A. This i s a d i r e c t i o n a l d r i l l i n g p l a n f o r the Belco 

7 

8 

Number 6 Well and the i n t e r v a l where we i n t e n d t o s t a r t 

d i r e c t i o n a l l y d r i l l i n g and going over t o our spacing u n i t and 

9 d r i l l i n g t h e l a t e r a l p a r t of the zone t o the Brushy Canyon 

10 I n t e r v a l a t approximately 74 hundred f e e t . 

11 Q. Who prepared t h i s document? 

12 A. This was prepared by the d i r e c t i o n a l d r i l l i n g 

13 company f o r our d r i l l i n g department f o r our a p p l i c a t i o n t o 

14 d r i l l . 

15 Q. And was the document i n c l u d e d - i n the APD package 

16 t h a t Yates submitted t o the BLM? 

17 A. I t i s , along w i t h the d i r e c t i o n a l p l a n . 

18 Q. And w i l l the Number 6 Well be producing o n l y i n the 

19 q u a r t e r - q u a r t e r s e c t i o n o f the bottom hole l o c a t i o n where the 

20 w e l l w i l l be located? 

21 A. Yes. 

22 Q. And what i s the t a r g e t i n the Number 6 Well? 

23 A. I t i s the Brushy Canyon Sands i n the Delaware. 

24 Q. And i n your o p i n i o n , i s the Number 6 Well 

25 p r o s p e c t i v e "in the Delaware Brushy Canyon? 
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1 A. Yes, we b e l i e v e i t w i l l be. 

2 Q. And i f you next scan through E x h i b i t s Number 4, 

3 Number 5, and Number 6, i n Case Number 14777, are these 

4 i d e n t i c a l t o --

5 A. These are i d e n t i c a l e x h i b i t s i n the previous case. 

6 Q. And r e c a l l i n g your testimony r e g a r d i n g the Number 5 

7 Well, i s t h e r e a n y t h i n g t h a t you consider d i f f e r e n t or you 

8 would l i k e t o add f o r purposes of the Number 6 Well? 

9 A. We -- we t h i n k t h i s one i s -- w i l l be ve r y s i m i l a r 

10 t o the o t h e r one. This w i l l be l o c a t e d on the -- we b e l i e v e 

11 the d r i l l i n g pad w i l l be d i r e c t l y on the nose, w i l l be j u s t 

12 o f f t h a t nose, which we b e l i e v e w i l l be p r o s p e c t i v e i n the 

13 zone t h a t we are i n t e n d i n g t o t e s t . 

14 Q. Okay. And as the e x h i b i t s i n the o t h e r case, you 

15 prepared what have been marked as E x h i b i t s 4, 5 and 6 i n Case 

16 14777? 

17 A. I have. 

18 Q. I n your o p i n i o n , w i l l the Number 6 Well e f f i c i e n t l y 

19 produce reserves i n the Delaware Brushy Canyon thereby 

20 p r e v e n t i n g waste? 

21 A. Yes. 

22 Q. And i n your o p i n i o n , w i l l t h e g r a n t i n g of Yates' 

23 a p p l i c a t i o n serve the i n t e r e s t of c o n s e r v a t i o n and p r o t e c t i o n 

24 of c o r r e l a t i v e r i g h t s ? 

25 A. Yes. 
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1 MR. LARSON: Mr. Examiner, I move the admission of 

2 Yates E x h i b i t s marked Numbers 2 through 6 i n Case 14777. 

3 EXAMINER WARNELL: E x h i b i t s 2 through 6 are 

4 admitted. 

5 ( E x h i b i t s 2 through 6 admitted.) 

6 MR. LARSON: I have no f u r t h e r q u e s t i o n s . 

7 EXAMINER WARNELL:' Thank you. Mr. Brooks, 

8 questions? 

9 EXAMINER BROOKS: No qu e s t i o n s . 

10 EXAMINER WARNELL: I don't b e l i e v e I have any 

11 ques t i o n s , e i t h e r . So w i t h t h a t , w e ' l l take Case Number 

12 14776 and Case Number 14777 under advisement. 

13 MR. LARSON: Thank you, Mr. Examiner. I have one 

14 qu i c k q u e s t i o n , w e ' l l check on whether e i t h e r of those w e l l s 

15 or b o t h have API numbers. Can I j u s t send you an e-mail on 

16 t h a t ? 

17 EXAMINER WARNELL: That would be f i n e . I ap p r e c i a t e 

18 t h a t . So t h a t concludes our docket f o r today. E v e r y t h i n g we 

19 have w i l l be taken under advisement, and i f t h e r e i s n o t h i n g 

20 f u r t h e r . Docket Number 5-12 stands adjourned. Thank you. 

21 * * * * * 

22 
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