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I N D E X 

A p p e a r a n c e s 

WITNESSES FOR THE APPLICANT 

Page Number 

ROBERT H. BULLOCK 
E x a m i n a t i o n b y 
E x a m i n a t i o n b y 
E x a m i n a t i o n by 
E x a m i n a t i o n by 

Mr. C a r r o l 1 
Mr. B r u c e 
E x a m i n e r S t o g n e r 
Mr. S t o v a l 1 

6 
1 1 
1 2 
1 3 

LE S L I E BENTZ 
E x a m i n a t i o n b y Mr. C a r r o l l 14 
E x a m i n a t i o n by Mr. B r u c e 30 
F u r t h e r E x a m i n a t i o n by Mr. C a r r o l l 33 
E x a m i n a t i o n by E x a m i n e r S t o g n e r 35 
E x a m i n a t i o n by Mr. S t o v a l l 42 

3 . DAVID F. BONEAU 
E x a m i n a t i o n b y Mr. C a r r o l l 43 
E x a m i n a t i o n by Mr. B r u c e 64 
E x a m i n a t i o n by E x a m i n e r S t o g n e r 35 

4 . WILLIAM J . MORRIS 
E x a m i n a t i o n by Mr. B r u c e 75 
E x a m i n a t i o n by Mr. C a r r o l l 84 
E x a m i n a t i o n by E x a m i n e r S t o g n e r 86 
E x a m i n a t i o n by Mr. S t o v a l 1 88 

5 . J U L I E ANN FERRERO 
E x a m i n a t i o n by Mr. B r u c e 89 
E x a m i n a t i o n by Mr. C a r r o l l 98 
E x a m i n a t i o n by E x a m i n e r S t o g n e r 10 1 

C e r t i f i c a t e o f R e p o r t e r 112 
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E x h i b i t No. 5 21 
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E x h i b i t No. 11 51 

E x h i b i t No. 12 56 

E x h i b i t No. 13 57 

E x h i b i t No. 14 59 

BHP E x h i b i t No. 1 46 

BHP E x h i b i t No. 2 80 

BHP E x h i b i t No. 3 94 
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EXAMINER STOGNER: H e a r i n g w i l l come t o 

o r d e r . C a l l t h e n e x t c a s e , No. 10 4 8 9 . 

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

P e t r o l e u m C o r p o r a t i o n f o r an u n o r t h o d o x gas w e l l 

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

EXAMINER STOGNER: C a l l f o r 

a p p e a r a n c e s . 

MR. CARROLL: Mr. E x a m i n e r , I'm E r n e s t 

C a r r o l l w i t h t h e A r t e s i a l a w f i r m o f L o s e e , 

C a r s o n , Haas & C a r r o l l . I w i l l be r e p r e s e n t i n g 

Y a t e s P e t r o l e u m i n t o d a y ' s h e a r i n g , a n d I h a v e 

t h r e e w i t n e s s e s . 

MR. BRUCE: Mr. E x a m i n e r , J i m B r u c e 

f r o m t h e H i n k l e l a w f i r m i n S a n t a Fe r e p r e s e n t i n g 

BHP P e t r o l e u m A m e r i c a s , I n c . I h a v e t w o 

w i t n e s s e s t o be s w o r n . 

EXAMINER STOGNER: Any o t h e r 

a p p e a r a n c e s ? 

W i l l a l l t h e w i t n e s s e s , p l e a s e , s t a n d 

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

[ T h e w i t n e s s e s w e r e d u l y s w o r n . ] 

EXAMINER STOGNER: You may be s e a t e d . 

B e f o r e we g e t s t a r t e d , i s t h e r e a n y 

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

MR. CARROLL: I d o n ' t t h i n k s o . 

RODRIGUEZ-VESTAL REPORTING 
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EXAMINER STOGNER: I n t h a t case, Mr. 

C a r r o l l , I ' l l t u r n i t o v e r t o you. 

MR. CARROLL: We w o u l d c a l l as our 

f i r s t w i t n e s s , Rob B u l l o c k . 

ROBERT H. BOLLOCK 

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

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

EXAMINATION 

BY MR. CARROLL: 

Q. Would you p l e a s e s t a t e y o u r name and by 

whom y o u ' r e employed? 

A. My name i s R o b e r t B u l l o c k . I'm 

employed by Y a t e s P e t r o l e u m C o r p o r a t i o n . 

Q. And i n what c a p a c i t y , Mr. B u l l o c k ? 

A. As a landman. 

Q. Mr. B u l l o c k , have you p r e v i o u s l y 

t e s t i f i e d b e f o r e t h e O i l C o n s e r v a t i o n D i v i s i o n as 

a p e t r o l e u m landman? 

A. Yes. 

Q. And have you had y o u r c r e d e n t i a l s 

a c c e p t e d as an e x p e r t i n t h e f i e l d o f p e t r o l e u m 

l a n d management? 

A. Yes. 

MR. CARROLL: Mr. Examiner, I w o u l d 

t e n d e r Mr. B u l l o c k as an e x p e r t i n t h e a r e a or 

RODRIGUEZ-VESTAL REPORTING 
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f i e l d o f p e t r o l e u m l a n d management. 

EXAMINER STOGNER: Are t h e r e any 

o b j e c t i o n s ? 

Mr. B u l l o c k i s so q u a l i f i e d . 

Q. (BY MR. CARROLL) Mr. B u l l o c k , a r e you 

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

P e t r o l e u m has f i l e d i n t h i s p a r t i c u l a r case? 

A. Yes, I am. 

Q. Cou l d you b r i e f l y s t a t e f o r t h e 

Examiner what t h a t a p p l i c a t i o n c o n s i s t s o f ? 

A. T h i s i s an a p p l i c a t i o n by Y a t e s 

P e t r o l e u m C o r p o r a t i o n f o r an u n o r t h o d o x gas w e l l , 

a w e l l t o be l o c a t e d i n Township 8 S o u t h , Range 

27 E a s t , S e c t i o n 13, 330 f r o m t h e s o u t h l i n e , 

1225 f e e t f r o m t h e west l i n e , and t h e acr e a g e 

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

s o u t h h a l f o f S e c t i o n 13. 

Q. Mr. B u l l o c k , you have p r e p a r e d some 

e x h i b i t s f o r use i n t o d a y ' s h e a r i n g , have you 

n o t ? 

A. Yes. 

Q. L e t us t u r n t o y o u r f i r s t e x h i b i t , 

E x h i b i t No. 1. C o u l d you d e s c r i b e what t h a t i s 

f o r t h e r e c o r d and e x p l a i n i t f o r t h e Examiner? 

A. We have s e t o u t t h e p r o p o s e d l o c a t i o n 

RODRIGUEZ-VESTAL REPORTING 
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of our Y a t e s P e t r o l e u m C o r p o r a t i o n H a n l a d "AKZ" 

S t a t e No. 2 w e l l . I t ' s shown t o be l o c a t e d i n 

S e c t i o n 13, and we've a t t e m p t e d t o show t h e 

o f f s e t o i l and gas o p e r a t o r s and some o f t h e 

w e l l s t h a t have been d r i l l e d i n t h e a r e a . 

Q. Mr. B u l l o c k , I n o t i c e t h a t w i t h i n t h e 

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

p r o r a t i o n u n i t f o r t h e Y a t e s H a n l a d "AKZ" S t a t e 

No. 2 w e l l , t h e r e i s t h i s d r y h o l e . Was t h i s a 

w e l l t h a t Y a t e s P e t r o l e u m d r i l l e d o r p a r t i c i p a t e d 

i n o r had a n y t h i n g t o do w i t h ? 

A. No. T h i s was a w e l l t h a t was d r i l l e d 

and o p e r a t e d by Manzano O i l C o r p o r a t i o n . 

Q. A l l r i g h t . The a c q u i s i t i o n o f t h i s 

a c r e a g e , c o u l d you g i v e t h e Examiner j u s t a b r i e f 

h i s t o r y o f how Y a t e s came t o c o n t r o l t h e s o u t h 

h a l f o f S e c t i o n 13? 

A. T h i s a c r e a g e was p u t up on t h e Oc t o b e r 

1991 s t a t e l a n d s a l e . I t came up on t h e 

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

a c q u i r e d i t a t t h a t l a n d s a l e on an o r a l b i d 

s i t u a t i o n w i t h BHP and Manzano b e i n g p r e s e n t . 

Q. D i d t h e y a c t u a l l y compete w i t h Y a t e s i n 

t h e a c q u i s i t i o n a g a i n s t Y a t e s ? 

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

RODRIGUEZ-VESTAL REPORTING 
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Q. A f t e r t h e a c q u i s i t i o n were t h e r e any 

p r o b l e m s o r t h i n g s t h a t had t o be a c c o m p l i s h e d 

b e f o r e Y a t e s c o u l d p r o p o s e a w e l l t o be d r i l l e d 

on t h e acreage? 

A. Yes. The Commissioner o f P u b l i c Lands 

r e q u e s t e d t h a t Y a t e s p u r c h a s e t h e e x i s t i n g 

s u r p l u s e q u i p m e n t f r o m t h e e x i s t i n g o p e r a t o r 

p r i o r t o i s s u a n c e o f t h e l e a s e . And so we d i d 

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

We were o b l i g a t e d by s t a t u t e t o n e g o t i a t e w i t h 

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

was g i v e n t o us. 

Q. When was t h e l e a s e a c t u a l l y i s s u e d , Mr. 

B u i l o c k ? 

A. The l e a s e was i s s u e d J a n u a r y 16 o f 

1992 . 

Q. Mr. B u l l o c k , I w o u l d ask you t o t u r n t o 

E x h i b i t No. 2, and c o u l d you t e l l us what t h a t 

exh i b i t i s ? 

A. E x h i b i t No. 2 i s a C e r t i f i c a t e o f 

M a i l i n g t h a t Y a t e s s e n t t o t h e o f f s e t o p e r a t o r s , 

b e i n g C o l l i n s & Ware, I n c . , and BHP P e t r o l e u m 

Amer i c a s , I n c . 

Q. And t h e s e two o p e r a t o r s were t h e ones 

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

RODRIGUEZ-VESTAL REPORTING 
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g i v e n o f an u n o r t h o d o x a p p l i c a t i o n b e i n g f i l e d ; 

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

A. Yes, t h a t i s c o r r e c t . 

Q. And t h o s e were t h e o n l y two t h a t were 

r e q u i r e d under t h e r u l e s t o have n o t i c e g i v e n t o 

them? 

A. Yes, t h a t i s c o r r e c t . 

Q. And E x h i b i t 2 t h e n i s a c o m p o s i t e o f 

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

i n f o r m a t i o n , a l i s t i n g s h o w i n g t h e a d d r e s s e s o f 

them, and t h e n t h e A f f i d a v i t o f Compliance w i t h 

R ule 1207; i s t h a t c o r r e c t ? 

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

Q. W i t h r e s p e c t t o t h e two n o t i c e s t h a t 

were s e n t o u t , were any w a i v e r s o b t a i n e d , Mr. 

B u i l o c k ? 

A. Yes. C o l l i n s & Ware, I n c . , s i g n e d t h e 

w a i v e r . That i s our E x h i b i t 3. 

Q. A l l r i g h t . Now, C o l l i n s & Ware, what 

a c r e a g e do t h e y own? How were t h e y a f f e c t e d ? 

A. They own t h e o f f s e t a c r e a g e t o t h e 

s o u t h , t o t h e west i n S e c t i o n 14. 

Q. A l l r i g h t . And t h i s p r o p o s e d l o c a t i o n 

i s u n o r t h o d o x t o w a r d s t h e i r d i r e c t i o n ? 

A. That i s c o r r e c t . 
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Q. A l l r i g h t . And we d i d n o t r e c e i v e a 

w a i v e r f r o m BHP; i s t h a t c o r r e c t ? 

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

MR. CARROLL: Mr. Examiner, I w o u l d 

move a d m i s s i o n o f E x h i b i t s 1, 2, and 3 a t t h i s 

t i me . 

EXAMINER STOGNER: Are t h e r e any 

o b j e c t i o n s ? 

MR. BRUCE: No. 

EXAMINER STOGNER: E x h i b i t s 1, 2, and 

w i l l be a d m i t t e d i n t o e v i d e n c e a t t h i s t i m e . 

MR. CARROLL: I have no f u r t h e r 

q u e s t i o n s o f t h i s w i t n e s s . 

EXAMINER STOGNER: Thank y o u , Mr. 

C a r r o l l . 

Mr. B r u c e , y o u r w i t n e s s . 

MR. BRUCE: J u s t two q u i c k q u e s t i o n s . 

EXAMINATION 

BY MR. BRUCE: 

Q. Mr. B u l l o c k , on E x h i b i t 1 t h e acr e a g e 

t h a t ' s marked " S t a t e A c r e a g e , " t h a t ' s a l l s t a t e 

m i n e r a l s , I t a k e i t ? 

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

MR. BRUCE: I t h i n k t h a t ' s i t , Mr. 

Examiner. 

RODRIGUEZ-VESTAL REPORTING 
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EXAMINER STOGNER: That was o n l y one. 

MR. BRUCE: I m i s c o u n t e d . H i g h e r 

math . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Now, on E x h i b i t No. 1 Mr. C a r r o l l asked 

you a b o u t a p l u g g e d and abandoned w e l l . Are you 

r e f e r r i n g t o t h e one t h a t ' s marked as t h e R a u l t 

and H a n l a d S t a t e No. 1 W e l l ? 

A. Yes, s i r . 

Q. You s a i d t h a t was d r i l l e d by Manzano? 

A. Manzano was t h e l a s t o p e r a t o r o f t h e 

l e a s e . I'm n o t s u r e w h e t h e r t h e y spudded i t . 

They were t h e o p e r a t o r we had t o n e g o t i a t e 

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

MR. CARROLL: Mr. Examiner, f o r y o u r 

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

w e l l because o f t h e p r o b l e m . And R a u l t a c t u a l l y 

d r i l l e d t h e w e l l ; Manzano succeeded a t some l a t e r 

d a t e as o p e r a t o r and were o p e r a t o r s a t t h e t i m e 

p r o d u c t i o n ceased. And t h e l e a s e was a c t u a l l y 

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

Q. (BY EXAMINER STOGNER) Mr. B u l l o c k , do 

you know when t h a t l e a s e was l o s t by Manzano? 

A. No, I do n o t know t h e e x a c t d a t e . I 
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b e l i e v e i t was sometime i n 1991, b u t I do n o t 

know t h e e x a c t d a t e i n 9 1 . 

EXAMINER STOGNER: Okay. Are t h e r e any 

o t h e r q u e s t i o n s ? 

MR. STOVALL: Yes. 

EXAMINATION 

BY MR. STOVALL: 

Q. Has t h a t w e l l been p l u g g e d ? 

A. To my knowledge i t has been. 

Q. I t has? Yes? 

A. I t has been p l u g g e d . 

Q. They l e f t e q u i p m e n t on i t ? 

A. I t ' s been s u b s e q u e n t l y p l u g g e d . Yeah, 

t h e e q u i p m e n t was on t h e l e a s e on t h e w e l l . 

Q. I mean d i d Y a t e s p l u g i t , o r d i d 

Manzano p l u g i t ? 

A. I'm n o t s u r e . 

MR. STOVALL: T h a t ' s a l l r i g h t . I t ' s 

no t c r i t i c a l . 

EXAMINER STOGNER: Any o t h e r q u e s t i o n s 

of t h i s w i t n e s s ? I f n o t , he may be excused. 

Mr. C a r r o l l . 

MR. CARROLL: I w o u l d n e x t c a l l L e s l i e 

B entz . 

L E S L I E BENTZ 
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H a v i n g been d u l y sworn upon h e r o a t h , was 

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

EXAMINATION 

BY MR. CARROLL: 

Q. Would y o u , p l e a s e , s t a t e y o u r name and 

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

A. Yes. My name i s L e s l i e B e n t z . I'm 

employed as a g e o l o g i s t by Y a t e s P e t r o l e u m 

C o r p o r a t i o n o f A r t e s i a , New Mexi c o . 

Q. Ms. B e n t z , have you had an o c c a s i o n t o 

t e s t i f y b e f o r e t h e OCD i n o t h e r h e a r i n g s ? 

A. Yes, I have. 

Q. And were y o u r c r e d e n t i a l s examined, and 

were you a p p r o v e d as an e x p e r t i n t h e f i e l d o f 

p e t r o l e u m g e o l o g y a t t h a t t i m e ? 

A. Yes, t h e y were. 

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

t h a t Y a t e s has now p e n d i n g b e f o r e t h i s Examiner? 

A. Yes, I am. 

MR. CARROLL: Mr. Examiner, I w o u l d 

t e n d e r Ms. Bentz as an e x p e r t i n t h e f i e l d o f 

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

i n t h i s h e a r i n g . 

EXAMINER STOGNER: Are t h e r e any 

o b j e c t i o n s ? Ms. Bentz i s so q u a l i f i e d . 
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Q. (BY MR. CARROLL) Ms. B e n t z , I know 

you've p r e p a r e d a number o f e x h i b i t s . C o u l d you 

g i v e us a b r i e f o v e r v i e w , t h o u g h , o f t h i s 

p a r t i c u l a r a r e a and t h e p r o b l e m s t h a t you have 

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

and gas i n t h i s p a r t i c u l a r a rea? 

A. Okay. W e l l , s u b s t a n t i a l g e o l o g i c a l 

t e s t i m o n y and numerous g e o l o g i c a l i n t e r p r e t a t i o n s 

have a l r e a d y been p r e s e n t e d t o t h e Commission as 

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

f o r t h e BHP P u f f e r S t a t e , t h e d i s c o v e r y w e l l o f 

t h e u n d e s i g n a t e d gas p o o l , and i n t h e a p p l i c a t i o n 

o f C o l l i n s & Ware f o r an u n o r t h o d o x gas l o c a t i o n , 

and t h a t was Case 10344. 

And many e l e m e n t s o f t h e s e d i f f e r e n t 

i n t e r p r e t a t i o n s have been v e r y c o m p a t i b l e , and 

o t h e r p o i n t s have been v e r y c o n t r a d i c t o r y . And 

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

c o n t r a d i c t i o n i s t h a t t h e y have k i n d o f 

o v e r s i m p l i f i e d t h e g e o l o g i c p i c t u r e . 

Data a v a i l a b l e was s e i s m i c d a t a f r o m 

BHP, f r o m C o l l i n s & Ware, f r o m S t e v e n s O i l . A 

j o i n t BHP-Yates' l i n e i s a c t u a l l y t h e l i n e t h a t 

l e d t o t h e d i s c o v e r y o f t h e o r i g i n a l w e l l . And 

p r o p r i e t a r y s e i s m i c d a t a owned by Y a t e s and a l l 
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e x t a n t w e l l d a t a has a l s o been used. 

Q. Now, Ms. B e n t z , we h e a r d j u s t a moment 

ago t h a t t h i s l e a s e was j u s t r e c e n t l y a c q u i r e d . 

I n f a c t , t h e l e a s e was n o t g r a n t e d by t h e S t a t e 

Land O f f i c e u n t i l J a n u a r y o f t h i s y e a r . A f t e r 

i t s a c q u i s i t i o n , d i d Y a t e s do any f u r t h e r 

g e o p h y s i c a l work o u t i n t h i s p a r t i c u l a r area? 

A. W e l l , we p u r c h a s e d one s e i s m i c l i n e and 

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

t i t l e was s t i l l n o t c o m p l e t e d . And upon t h e t i m e 

t h a t t h e t i t l e was c o m p l e t e d and we g o t i s s u e d 

t h e l e a s e , t h e n we p r o c e e d e d t o c o n t r a c t a 

s e i s m i c crew and s h o t two more p r o p r i e t a r y l i n e s . 

Q. So t h i s has a l l been a c c o m p l i s h e d i n 

t h e f i r s t f i v e months o f t h i s y e a r or l e s s t h a n 

f i v e months? 

A. Yes. R i g h t , we t o o k f r o m J a n u a r y u n t i l 

A p r i l t o a c t u a l l y g e t a crew i n Chaves County. 

Q. I t a k e i t t h e n f r o m what you t e l l me 

Y a t e s has a c t i v e l y p u r s u e d t h i s p a r t i c u l a r 

p r o s p e c t and has done i t w i t h d i s p a t c h , I w o u l d 

t a k e i t , t h e n ? 

A . Yes, we have. 

Q. Now, w i t h t h a t , Ms. B e n t z , you have 

p r e p a r e d some e x h i b i t s w h i c h , I b e l i e v e , w o u l d 
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h e l p show t h e p o i n t s t h a t you w i s h t o make 

g e o l o g i c a l l y . I ' l l ask you t o t u r n t o y o u r f i r s t 

e x h i b i t , E x h i b i t 4, and c o u l d you e x p l a i n , 

d e s c r i b e i t f o r t h e r e c o r d , and t h e n t e l l us what 

i t shows and how i t r e l a t e s t o t h e Y a t e s ' 

a p p 1 i c a t i o n ? 

A. E x h i b i t 4 i s a s t r u c t u r e map p r e p a r e d 

on t h e Pre-Penn u n c o n f o r m i t y . The c o n t o u r 

i n t e r v a l i s 50 f e e t . The b l a c k c o n t o u r s 

i l l u s t r a t e t h e t o p o f t h e Pre-Penn t h a t 

r e p r e s e n t s t h e t o p o f t h e M i s s i s s i p p i a n 

Format i o n . 

The r e d c o n t o u r s a r e r e p r e s e n t a t i v e o f 

or v e r y near t h e t o p o f t h e O r d o v i c i a n 

F o r m a t i o n . I f t h e M i s s i s s i p p i a n i s t h i n t o , say, 

l e s s t h a n 30 or 40 f e e t , t h e n s e i s m i c a l l y t h a t i s 

e s s e n t i a l l y t h e same t o p . You c a n n o t see t h e 

M i s s i s s i p p i a n . 

M i s s i s s i p p i a n subsea e l e v a t i o n s a r e 

shown i n b l u e , and t h e S i l u r o - O r d o v i c i a n 

e l e v a t i o n s a r e shown i n r e d . The p u r p l e c i r c l e s 

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

d e r i v e d f r o m t h e s e i s m i c . 

A l l t h e w e l l s i n t h e a r e a have been 

s p o t t e d , and our p r o p o s e d l o c a t i o n i s s p o t t e d . 
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The map shows t h a t t h e r e a r e t h r e e d i s t i n c t i v e 

s t y l e s o f f a u l t i n g i n t h i s a r e a . The b l u e 

i n d i c a t e s n o r m a l f a u l t i n g . The g r e e n shows 

s t r i k e - s l i p , o r wrench f a u l t i n g , and t h e r e d 

shows — d e f i n e s h i g h - a n g l e r e v e r s e f a u l t i n g . 

I t i s t h i s v e r y d i s t i n c t i v e n a t u r e of 

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

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

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

a r e a . 

The n o r m a l f a u l t s r e p r e s e n t t h e o l d e s t 

a c t i v e f a u l t i n g i n t h i s a r e a . They were form e d 

as t h e P r o t o - P e r m i a n B a s i n began i t s s u b s i d e n c e . 

At o r v e r y near t h e end o f t h e 

M i s s i s s i p p i a n , e a r l y P e n n s y l v a n i a n as t h e 

a n c e s t r a l R o c k i e s were u p l i f t e d , t h i s a r e a was 

compressed. And as t h e c o m p r e s s i o n c u r v e d , you 

had f o l d i n g a g a i n s t t h i s f a u l t . As t h e l a t e r a l 

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

s t r i k e - s l i p movement a l o n g o l d sheer zones i n t h e 

a r e a . 

U l t i m a t e l y t h e c o m p r e s s i o n was such 

f r o m t h e wrench f a u l t s t h a t a t t h i s a c t i v e zone 

o f c o m p r e s s i o n e i t h e r were two wrench f a u l t s 

c o n v e r g i n g o r t h e y ' r e s t e p p i n g . F i n a l l y t h e 
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whole zone r u p t u r e d and t h i s w hole a r e a was 

u p t h r u s t . 

And t h e odd n a t u r e o f t h i s , t h e b u l g i n g 

and t h e n t h e t e a r s a t t h e end o f i t , a r e v e r y 

i n d i c a t i v e o f an u p t h r u s t . And a f t e r t h i s b l o c k 

was u p - t h r u s t , t h e M i s s i s s i p p i a n was t h e n e r o d e d 

o f f t h e h i g h b l o c k . 

So e s s e n t i a l l y y o u r s e a l on t h e 

down-thrown s i d e i s p r o v i d e d by t h e M i s s i s s i p p i a n 

and t h e Pre-Penn C l a s t i c s . But sometimes when 

you map on t h e Pre-Penn u n c o n f o r m i t y , i t l o o k s 

l i k e y o u ' r e n o t l o s i n g v e r y much s t r u c t u r e i n one 

d i r e c t i o n . On t h e Pre-Penn u n c o n f o r m i t y you 

r e a l l y a r e n ' t , b u t you have e s s e n t i a l l y a c o u p l e 

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

so i t ' s r e a l l y a t h r o w o f a c o u p l e h u n d r e d f e e t . 

But i t ' s v e r y t o u g h t o map on t h e t o p o f t h e 

S i l u r i a n . 

Q. Ms. B e n t z , j u d g i n g f r o m what you've 

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

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

f a u l t i n g , and a l s o s t r a t i g r a p h y ; i s t h a t c o r r e c t ? 

A. Yes, i t i s . 

Q. I a l s o n o t i c e t h a t t h i s a r e a i s — 

t h e r e have been a number o f d r y h o l e s d r i l l e d i n 
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t h i s a r e a . 

A. Yes, t h e y have. 

Q. Have you t a k e n t h a t i n t o 

c o n s i d e r a t i o n ? Does t h a t p l a y a p a r t i n y o u r 

d e t e r m i n a t i o n o r t h e g e o l o g i c p i c t u r e t h a t 

you 1 v e — 

A. W e l l , I ' v e used a l l t h e w e l l c o n t r o l , 

b u t t h e main t h i n g t h e w e l l s p r o v i d e i s good 

v e l o c i t y c o n t r o l and good t i e s i n t o t h e s e i s m i c 

so you know e x a c t l y what y o u ' r e d o i n g w i t h t h e 

se i smi c. 

Q. These d r y h o l e s o u t h e r e , t h e y have 

a l l — or a t l e a s t a l l t h e s e w e l l a t t e m p t s , t h e y 

have a l l been u n o r t h o d o x l o c a t i o n s t o o , have t h e y 

n o t , t r y i n g t o c l o s e i n on t h i s p a r t i c u l a r p o o l 

t h a t we're l o o k i n g a t he r e ? 

A. W e l l , t h e u n o r t h o d o x l o c a t i o n s , t h e 

f i r s t one w o u l d be t h e R a u l t P e t r o l e u m w e l l was 

u n o r t h o d o x a t 666-660. The BHP w e l l was 

u n o r t h o d o x . And t h e C o l l i n s & Ware p o o l i n g , 

w h i c h ended up b e i n g o p e r a t e d by Manzano, was 

a l s o u n o r t h o d o x . 

I b e l i e v e t h e n o n p r o d u c t i v e one i n 

S e c t i o n 24 i s o r t h o d o x and t h e n o n p r o d u c t i v e w e l l 

i n S e c t i o n 23 i s o r t h o d o x . 
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Q. Are t h e r e any o t h e r s t a t e m e n t s t h a t you 

w o u l d l i k e t o make w i t h r e s p e c t t o y o u r E x h i b i t 

No . 4 ? 

A. The o n l y o t h e r comment I ' d l i k e t o make 

i s t h e a r e a shaded i n r e d i n d i c a t e s t h e 

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

Q. A l l r i g h t . 

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

d e f i n e d by t h e u p t h r u s t b l o c k . 

Q. L e t us t u r n t o y o u r E x h i b i t No. 5. 

Would you e x p l a i n what t h a t i s f o r t h e r e c o r d and 

t h e n g i v e us an e x p l a n a t i o n o f how i t r e l a t e s t o 

t h e a p p l i c a t i o n t h a t Y a t e s has b e f o r e t h e 

D i v i s i o n ? 

A. E x h i b i t No. 5 i s a map o f Wolfcamp 

S h a l e , w h i c h i s t h e s h a l e l o c a t e d i m m e d i a t e l y 

above t h e C i s c o , and so i t r e p r e s e n t s e a r l i e s t 

P e r m i a n . And t h e r e a s o n t h i s map was c o n s t r u c t e d 

i s c o m p r e s s i o n a l f o r c e s were r e a c t i v a t e d a g a i n i n 

t h e l a t e s t P e n n s y l v a n i a n , v e r y e a r l i e s t P ermian. 

And t h i s has r e a c t i v a t e d t h e wrench 

a r e a s , and i t has c r e a t e d even more e n ' e c h e l o n 

w r e n c h f a u l t s , b u t t h e y a l l bound t o t h e r o o t . 

But what i t does, i t has a t e n d e n c y t o s t a r t 

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

Q. Are t h e r e any o t h e r comments t h a t you'd 

l i k e t o make w i t h r e s p e c t t o E x h i b i t No. 5? 

A. No. I t h i n k I ' l l w a i t and t a l k a b o u t 

b o t h maps a f t e r I do E x h i b i t 6. 

Q. A l l r i g h t . Would you t u r n t o E x h i b i t 6 

and a g a i n f o r t h e r e c o r d e x p l a i n what t h i s 

e x h i b i t i s and t h e n i f you w o u l d t e l l us how i t 

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

A. E x h i b i t 6 i s a s t r u c t u r a l map on t o p o f 

t h e San A n d r e s . And a g a i n t h i s a r e a was 

r e a c t i v a t e d p o s t - S a n Andres and has become even 

more c o m p l i c a t e d w i t h t h e s e r i g h t l a t e r a l 

e n ' e c h e l o n wrench f a u l t s . 

And t h e r e a s o n i t ' s i m p o r t a n t i s n e a r l y 

e v e r y o n e i n Chaves County uses s e i s m i c i s o c h r o n s 

f r o m t h e t o p o f t h e San Andres t o t h e t o p o f t h e 

Pre-Penn. So when you do t h a t , you s u b t r a c t y o u r 

San Andres s t r u c t u r e away t o d e r i v e a t y o u r 

Pre-Penn. 

So what t h e s e two maps r e a l l y 

i l l u s t r a t e i s t o g e t a r e a l good a c c u r a t e p i c t u r e 

o f t h e Pre-Penn, you have t o map more t h a n one 

h o r i z o n : map t h e San A n d r e s , map t h e Wolfcamp, 

and t h e n work f r o m t h e Wolfcamp down t o t h e 
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Pre-Penn. And a f t e r you've t o t a l l y r e c o n s t r u c t e d 

t h i s , t h e n you have an a c c u r a t e 

g e o 1 o g i c a 1 - g e o p h y s i c a 1 p i c t u r e . 

Q. A n y t h i n g e l s e ? 

A. One o t h e r t h i n g I ' d l i k e t o comment i s 

t h a t by t h e t i m e you g e t t o San An d r e s , y o u r 

s t r u c t u r e i s more o f e a s t - w e s t o r i e n t a t i o n i n t h e 

o v e r a l l n o r t h - s o u t h t h a n i t was d u r i n g t h e 

Pre-Penn. And t h i s has t o do w i t h t h e e n ' e c h e l o n 

f o l d i n g w i t h t h e wrench f a u l t s . 

A l s o f r o m t h e Pre-Penn, t h r o u g h t h e 

Wolfcamp, t h r o u g h t h e San A n d r e s , y o u r a r e a o f 

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

t h i s w o u l d be e x p e c t e d as t h e b a s i n was t i l t e d t o 

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

Q. A l l r i g h t . A n y t h i n g e l s e ? 

A . No . 

Q. Okay. I f you w o u l d t u r n t o y o u r 

E x h i b i t No. 7 and i f you w o u l d d e s c r i b e f o r t h e 

r e c o r d what i t i s and t h e n how i t r e l a t e s t o t h e 

case . 

A. E x h i b i t 7 i s n o r t h w e s t - t o - s o u t h e a s t 

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

p e r t i n e n t w e l l s i n t h e a r e a . The f i r s t w e l l i n 

t h e s e c t i o n i s t h e Manzano w e l l t h a t was j u s t 
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r e c e n t l y d r i l l e d , and i t was p l u g g e d and 

abandoned. I t shows a v e r y t h i c k M i s s i s s i p p i a n 

s e c t i o n and r a n 150 f e e t so low t o o t h e r 

i n t e r p r e t a t i o n s t h a t ' s been p r e s e n t e d . 

The second w e l l i s t h e R a u l t H a n l a d 

S t a t e . T h i s w e l l i s i n t e r e s t i n g i n t h e f a c t t h a t 

t h e w e l l d r i l l e d i n t o t h e u p - t h r o w n b l o c k and 

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

r e v e r s e f a u l t s , e n c o u n t e r e d a r e p e a t 

M i s s i s s i p p i a n s e c t i o n , and ended up on t h e 

down-thrown s i d e o f t h e f a u l t . But t h a t ' s 

i m p o r t a n t because t h a t r e a l l y h e l p s n a r r o w down 

e x a c t l y where t h a t b o u n d i n g f a u l t i s t o t h e 

n o r t h w e s t o f our w e l l . 

The n e x t f a u l t shows how t h e s e wrench 

f a u l t s o r r i g h t l a t e r a l s t r i k e - s l i p f a u l t s end up 

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

When you c r o s s t h i s , t h e h i g h a n g l e r e v e r s e 

f a u l t , y o u ' l l n o t i c e t h e c u r v e d n a t u r e o f i t . 

T hat i s r e a l common w i t h an u p t h r u s t , and you see 

t h a t on s e i s m i c as w e l l . 

The n e x t i s our p r o p o s e d l o c a t i o n , and 

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

e s s e n t i a l l y f l a t t o w i t h i n 20 o r 30 f e e t down-dip 

o f t h e BHP P u f f e r w e l l . 
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And f i n a l l y f r o m t h e P u f f e r w e l l t o t h e 

R a u l t U n i o n S t a t e shows t h a t you've c r o s s e d t h e 

o t h e r b o u n d i n g f a u l t , gone down-dip. One o t h e r 

t h i n g I ' d l i k e t o p o i n t o u t i s how t h i c k t h e 

M i s s i s s i p p i a n i s on t h e down-thrown s i d e v e r s u s 

how t h i n i t i s on t h e u p - t h r o w n o r u p t h r u s t 

b l o c k . 

Q. Any o t h e r comments t h a t you'd l i k e t o 

make w i t h r e s p e c t t o y o u r E x h i b i t No. 7? 

A. No. One o t h e r comment I ' d l i k e t o 

make, t h e g a s - w a t e r c o n t a c t i s a p p r o x i m a t e l y 

minus 2500 f e e t , w h i c h i s p r e t t y much synonymous 

w i t h t h e edges o f t h e u p - t h r o w n b l o c k , and I 

t h i n k t h a t ' s been t e s t i f i e d by and a g r e e d on by 

C o l l i n s & Ware and BHP. 

Q. J u d g i n g f r o m some o r most o f y o u r 

comments t h a t you've been making t o d a y , i t seems 

t h a t w i t h a h i g h d e g r e e o f p r e d i c t a b i l i t y o r 

c o r r e c t n e s s t h a t you have been a b l e t o d e l i n e a t e 

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

we're a t t e m p t i n g t o h i t ; i s t h a t c o r r e c t ? 

A. Yes, I have. 

Q. And t h a t ' s v e r y i m p o r t a n t w i t h r e s p e c t 

t o t o d a y ' s case, i s i t n o t , e s p e c i a l l y i f i n f a c t 

t h e D i v i s i o n d e c i d e s t o p l a c e a p e n a l t y upon t h i s 
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u n o r t h o d o x l o c a t i o n ; i s t h a t c o r r e c t ? 

A. Yes, i t i s . 

Q. Ms. B e n t z , have you s t u d i e d t h e 

p e n a l t i e s t h a t have been g i v e n i n t h i s a r e a and 

based on a g e o l o g i c s t a n d p o i n t do you have an 

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

f a c e d by t h e D i v i s i o n ? 

A. Yes, I have. 

Q. Would y o u , p l e a s e , g i v e t h a t t o t h e 

Examiner ? 

A. W e l l , i n my o p i n i o n a t t h i s p a r t i c u l a r 

p o i n t i n t i m e , t h a t i f we d r i l l e d our w e l l t h a t 

we i n no way w o u l d harm BHP. I n f a c t , we've 

p r o b a b l y a l r e a d y s u f f e r e d harm by t h e BHP w e l l . 

The o n l y t h i n g t h a t we can do a t t h i s p o i n t i s 

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

Q. When you use t h e word "harm," i s t h a t 

synonymous w i t h t h e word " d r a i n a g e " ? We have 

s u f f e r e d d r a i n a g e ; i s t h a t what y o u ' r e a l l u d i n g 

t o ? 

A. Yes. Movement o f gas r e s e r v e s under 

our l e a s e t h a t r i g h t now o n l y can be r e c o v e r e d by 

t h e BHP P u f f e r w e l l . 

Q. I n f a c t , Mr. Boneau, who w i l l t e s t i f y 

t o d a y , w i l l go i n t o a much g r e a t e r d e t a i l b u t 
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d e v e l o p t h o s e v e r y i s s u e s ; i s t h a t c o r r e c t ? 

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

Q. Now, w i t h r e s p e c t t o t h e gas t h a t ' s 

p r e s e n t l y s t i l l i n p l a c e and i f t h e D i v i s i o n were 

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

p e n a l t y on i t , r a t h e r t h a n n o t p l a c e one as you 

have s u g g e s t e d , what i s t h e r e a l m t h e r e o f 

r e a s o n a b l e n e s s i n y o u r mind and why? 

A. P r o b a b l y w i t h i n 15 t o 35 p e r c e n t . 

Q. Now B e n t z , y o u r l a s t e x h i b i t , E x h i b i t 

8, t h a t was b a s i c a l l y a t y p e d - u p s y n o p s i s o f t h e 

t e s t imony? 

A. Yes, i t i s . 

Q. T h a t ' s j u s t r e n d e r e d as an a i d t o t h e 

Examiner? 

A. R i g h t . 

Q. Are t h e r e any o t h e r comments t h a t you 

w o u l d l i k e t o a d d r e s s t o t h e Examiner t h a t I may 

have o v e r l o o k e d a s k i n g you or a s k i n g you f o r ? 

A. I w o u l d l i k e t o k i n d o f p r e s e n t a 

c o n e l u s i o n . 

Q. I f you w o u l d , p l e a s e do t h a t . 

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

h i s t o r y i s r e a l c o m p l i c a t e d , and t h e r e ' s been 

many g e o l o g i c a l i n t e r p r e t a t i o n s , a l o t o f them 

RODRIGUEZ-VESTAL REPORTING 
( F I H F I ) Q f t f t - 1 7 7 9 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

15 

1 6 

17 

18 

1 9 

20 

2 1 

2 2 

23 

24 

2 5 

2 8 

have a l o t o f t h e same p o i n t s . 

And f r o m my i n t e r p r e t a t i o n i t becomes 

o b v i o u s t o me t h a t Y a t e s P e t r o l e u m has s u f f i c i e n t 

r e s e r v e s t o d r i l l t h e w e l l . And I t h i n k i t ' s 

v e r y u n f o r t u n a t e t h a t we have t o be up h e r e 

a s k i n g f o r a 330 l o c a t i o n . I d o n ' t l i k e t o do 

t h a t on 3 2 0 - a c r e s p a c i n g , b u t i n t h i s p a r t i c u l a r 

i n s t a n c e because o f t h e way t h e g e o l o g y i s I 

d o n ' t t h i n k we have any o t h e r c h o i c e . 

I a l s o went o v e r o ur l e a s e f o r m , and i t 

p r e t t y much compels Y a t e s P e t r o l e u m t o , i f an 

o f f s e t w e l l i s d r i l l e d t h a t i s c a p a b l e o f 

d r a i n i n g an o f f s e t l e a s e , t h a t you e i t h e r have t o 

d r i l l a w e l l and p r o t e c t t h e c o r r e l a t i v e r i g h t s 

or you have t o pay c o m p e n s a t o r y r o y a l t y . I n t h e 

absence o f e i t h e r o f t h o s e , t h e n y o u r l e a s e w o u l d 

be c a n c e l e d . 

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

i t ' s r e a l u n f o r t u n a t e t h e l e a s e s u r v e y does n o t 

c o n f o r m t o t h e g e o l o g y b e t t e r , because I know 

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

ask f o r f i v e d i f f e r e n t u n o r t h o d o x l o c a t i o n s i n 

t h i s a r e a . 

And so I r e a l l y t h i n k t h a t we have no 

c h o i c e b u t t o d r i l l a w e l l a t a 330 l o c a t i o n , as 
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t h e BHP w e l l has been p r o d u c i n g f o r n e a r l y a 

y e a r , t h a t t h e y p r o b a b l y won't have any d r a i n a g e 

f r o m u s , b u t i f we d o n ' t d r i l l o ur w e l l and d r i l l 

i t soon, t h e n our l e a s e w i l l b e g i n t o become 

d r a i n e d by t h e P u f f e r S t a t e . 

Q. Ms. B e n t z , t h e n i n y o u r e x p e r t o p i n i o n 

t h e g r a n t i n g o f t h e u n o r t h o d o x l o c a t i o n 

a p p l i c a t i o n made by Y a t e s P e t r o l e u m , w o u l d t h a t 

i n y o u r mind and p r o f e s s i o n a l o p i n i o n p r e v e n t 

w a ste and promo t e c o r r e l a t i v e r i g h t s ? 

A. Yes, i t wou1d. 

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

you f e e l t h a t no p e n a l t y s h o u l d be a s s e s s e d i n 

t h i s p a r t i c u l a r case, do you f e e l t h a t t h a t 

o p i n i o n i s based upon a f a i r assessment o f and 

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

Y a t e s P e t r o l e u m b u t BHP? 

A. Yes, I do. 

MR. CARROLL: Mr. Examiner, I w o u l d 

move a d m i s s i o n o f E x h i b i t s 4 t h r o u g h 8, and I 

w o u l d pass t h e w i t n e s s . 

EXAMINER STOGNER: Are t h e r e any 

o b j e c t i o n s ? 

MR. BRUCE: No. 

EXAMINER STOGNER: E x h i b i t s 4 t h r o u g h 8 
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w i l l be a d m i t t e d i n t o e v i d e n c e . 

Mr. B r u c e , y o u r w i t n e s s . 

EXAMINATION 

BY MR. BRUCE: 

Q. A c o u p l e o f p r e l i m i n a r y q u e s t i o n s . You 

s a i d you p u r c h a s e d and t r a d e d s e i s m i c d a t a . Who 

d i d you t r a d e o r p u r c h a s e i t from? 

A. P u r c h a s e d d a t a f r o m S t e v e n s O i l , t r a d e d 

s e i s m i c d a t a w i t h BHP. 

Q. When d i d you p u r c h a s e and t r a d e t h e 

da t a ? 

A. A p p r o x i m a t e l y December, J a n u a r y . 

Q. Okay. 

A. E a r l y i n t h e y e a r . 

Q. Have you mapped t h i s a r e a b e f o r e Y a t e s 

b o u g h t t h e l e a s e ? 

A. Yes. I n f a c t , i n J a n u a r y o f 1990 BHP 

and Y a t e s P e t r o l e u m j o i n t l y s h o t and p a i d f o r a 

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

P u f f e r we 1 1 . 

Q. L o o k i n g a t y o u r E x h i b i t 4, i f y o u r 

mapping i s c o r r e c t , have you c a l c u l a t e d t h e 

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

i n t h e f o r m a t i o n ? 

A. I have n o t p e r s o n a l l y c a l c u l a t e d , b u t I 
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have seen t h e number. 

Q. Has Mr. Boneau c a l c u l a t e d i t ? 

A. Yes, he has. 

Q. I n l o o k i n g a g a i n a t E x h i b i t 4 and based 

on y o u r mapping, i s n ' t t h e s t a n d a r d l o c a t i o n 

a v a i l a b l e ? 

A. No, i t ' s n o t . 

Q. Moving i n t o t h e e a s t and s l i g h t l y t o 

th e n o r t h ? 

A. And y o u ' r e p r o b a b l y l o o k i n g a t t r y i n g 

t o h i t a b o u t a l i t t l e 1 0 - a c r e wedge i n t h e r e t h a t 

i s a t l e a s t 75 f e e t d o w n - d i p , so I d o n ' t t h i n k 

t h a t ' s a r e a l -- I d o n ' t t h i n k t h a t ' s a v a i l a b l e . 

Q. Okay. So you have some q u e s t i o n a b o u t 

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

A. No. But a n y t i m e you d r i l l t h a t near 

f a u l t s , t h e y d i p . I f y o u ' l l n o t i c e f r o m our 

c r o s s - s e c t i o n , i t b u l g e s i n t h e m i d d l e and t h e n 

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

A n y t i m e you d r i l l v e r y , v e r y near 

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

e x p e n s i v e d r i l l i n g c o s t s , and numerous i n c r e a s e d 

r i s k , w h i c h i n f a c t f r o m o t h e r t i m e s o f l o o k i n g 

a t BHP 1s maps, I a l w a y s wondered why t h e y d i d n ' t 

d r i l l a west h a l f s p a c i n g u n i t and d r i l l an 
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o r t h o d o x l o c a t i o n . 

Q. W e l l , t h a t w o u l d have r e q u i r e d them t o 

move s u b s t a n t i a l l y t o t h e s o u t h , w o u l d n ' t i t ? 

A. R i g h t . 

Q. R i g h t near y o u r f a u l t l i n e ? 

A. R i g h t . I s a i d f r o m my i n t e r p r e t a t i o n I 

u n d e r s t a n d why t h e y d i d . But t h a t way you g e t a 

660 l o c a t i o n f r o m our l e a s e l i n e w i t h no 

p e n a l t y . 

Q. Would you say t h a t BHP t o o k s u b s t a n t i a l 

r i s k s i n d r i l l i n g t h a t a d d i t i o n a l w e l l ? 

A. They d i d t a k e r i s k s , b u t t h e n a t u r e o f 

t h e s e i s t h e d e v e l o p m e n t w e l l s a r e n e a r l y as 

r i s k y as t h e d i s c o v e r i e s . I t h i n k Manzano t o o k 

c o n s i d e r a b l e r i s k r e s u l t i n g i n a d r y h o l e . 

Q. J u s t a c o u p l e more q u e s t i o n s . You 

t a l k e d a b o u t c o m p e n s a t o r y r o y a l t y . You h e a r d Mr. 

B u l l o c k t e s t i f y t h a t b o t h Y a t e s ' l e a s e and BHP's 

l e a s e a r e s t a t e a c r e a g e , a r e t h e y n o t ? 

A. [Nodded.] 

Q. So r e g a r d l e s s o f who p r o d u c e s t h e 

h y d r o c a r b o n s , t h e r o y a l t y w i l l go d i r e c t l y t o t h e 

s t a t e ; i s n ' t t h a t c o r r e c t ? 

A. T h a t ' s c o r r e c t , b u t I have no i d e a as 

t o t h e s t a t e l e a s e s w h i c h d i f f e r e n t a g e n c i e s 
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r e c e i v e moneys f r o m w h i c h d i f f e r e n t l e a s e s . I 

c a n ' t assume t h a t i t ' s e q u i t a b l e . 

Q. And I t h i n k you s t a r t e d o f f by s a y i n g 

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

A. Yes, i t i s . 

Q. I s t h e r e any room f o r d i s a g r e e m e n t 

between two g e o l o g i s t s ? 

A. The r e ' s room f o r d i s a g r e e m e n t , b u t I ' v e 

r e a l l y g o t n e a r l y e v e r y s e i s m i c l i n e a v a i l a b l e 

o u t t h e r e . And my i n t e r p r e t a t i o n i s r e a l l y n o t 

so d i f f e r e n t f r o m BHP's o r i g i n a l i n t e r p r e t a t i o n . 

MR. BRUCE: I d o n ' t have a n y t h i n g e l s e , 

Mr. Examiner. 

MR. CARROLL: I have. 

EXAMINER STOGNER: Thank y o u, Mr. 

Br u c e . 

Mr. C a r r o l l , r e d i r e c t ? 

FURTHER EXAMINATION 

BY MR. CARROLL: 

Q. I n t h e v e i n t h a t you j u s t were t a l k i n g , 

Ms. B e n t z , you have r e v i e w e d t h e g e o l o g y t h a t BHP 

p u t t o g e t h e r when t h e y a c t u a l l y p r e s e n t e d t h e i r 

case t o t h e Commission and t h e i r i n t e r p r e t a t i o n 

a t w h i c h t i m e t h e y had an u n o r t h o d o x l o c a t i o n 

a p p r o v e d ; i s t h a t c o r r e c t ? 
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A. Yes. 

Q. And t h a t u n o r t h o d o x l o c a t i o n was 

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

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

Q. And t h e i n t e r p r e t a t i o n t h a t t h e y used 

i n t h a t p r e s e n t a t i o n w i t h r e s p e c t t o t h e amount 

of p r o d u c t i v e a c r e a g e o r t h e p o o l t h a t — or t h a t 

p a r t o f t h e p o o l t h a t l a y up i n S e c t i o n 13, w h i c h 

i s now owned by Y a t e s , d i d i t d i f f e r a t t h a t 

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

A. Not s u b s t a n t i a l l y . 

Q. Was t h e amount o f p r o d u c t i v e a c r e a g e 

a p p r o x i m a t e l y t h e same as shown i n t h a t 

i n t e r p r e t a t i o n — 

A. Yes. 

Q. — as i s now shown i n y o u r s ? 

A. Yes. 

Q. And i s i t a f a i r s t a t e m e n t t h a t t h e 

a d d i t i o n a l s e i s m i c and d r i l l i n g t h a t has o c c u r r e d 

o u t t h e r e a c t u a l l y has worked t o s u b s t a n t i a t e 

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

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

A. Yes, i t has . 

MR. CARROLL: Thank you. 

EXAMINATION 
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BY EXAMINER STOGNER: 

Q. Ms. B e n t z , l o o k i n g a t E x h i b i t No. 4 — 

A. Okay. 

Q. — you show y o u r v a r i o u s s h o t l i n e s . 

Can I t e l l by l o o k i n g a t t h i s when t h e s e s h o t 

l i n e s were r u n and what d a t e s ? 

A. No, you c a n ' t . But I ' d be g l a d t o w a l k 

t h r o u g h each l i n e . 

Q. I f you have t h a t i n f o r m a t i o n , y e s , I 

w o u l d l i k e t h a t . 

A. Okay. L i n e 85, t h a t 30-005-85, t h e one 

t h a t goes n o r t h w e s t t o s o u t h e a s t --

Q. The one t h a t ends w i t h .220? 

A. The one t h a t ends — r i g h t . 

Q. Okay. 

A. T h a t ' s p r o b a b l y one o f t h e e a r l i e r 

l i n e s o u t t h e r e . 

Q. When you t a l k " e a r l y , " how e a r l y ? 

A. That w o u l d have been i n p r o b a b l y 1990, 

J a n u a r y o f 1990. 

Q. How a b o u t one o f t h e l a t e r ones? 

A. Okay. 

Q. How ab o u t t h e main n o r t h - s o u t h one, t h e 

BHP? 

A. The BHP 9 l i n e , I w o u l d assume t h a t 
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l i n e was p r o b a b l y s h o t , I t h i n k i t was s h o t maybe 

r i g h t a f t e r t h e y d r i l l e d t h e i r d i s c o v e r y w e l l or 

abo u t t h a t t i m e . 

Q. When we t a l k a b o u t t h e d i s c o v e r y w e l l , 

we're t a l k i n g a b o u t t h e one i n t h e n o r t h w e s t 

q u a r t e r - n o r t h w e s t q u a r t e r o f 24; i s t h a t r i g h t ? 

A. R i g h t , t h e o n l y S i l u r o - 0 r d o v i c i a n 

p r o d u c e r . 

Q. What was t h a t a g a i n ? 

A. I c a l l i t S i l u r o - O r d o v i c i a n . I 

d i s a g r e e on e x a c t l y t h e f o r m a t i o n name. 

Q. I'm g o i n g t o g e t t o t h a t t o o . 

A. Okay. The l a t e s t l i n e s h o t , or t h e one 

marked 102 and t h e one marked 103, 30-005-102 and 

103, t h o s e were t h e two l i n e s s h o t by Y a t e s i n 

A p r i l o f t h i s y e a r . 

Q. Okay. I ' v e g o t t h e 102. What was t h e 

o t h e r one? 

A. 103. I t p r e t t y much p a r a l l e l s t h a t 

o r i g i n a l 85 l i n e t h a t goes n o r t h w e s t t o 

s o u t h e a s t . 

Q. Okay. That w o u l d have been a l s o i n 

A p r i l o f 92? 

A. Uh-huh. 

Q. I n l o o k i n g a t t h a t R a u l t P e t r o l e u m 
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C o r p o r a t i o n H a n l a d S t a t e No. 1 i n t h e 

s o u t h w e s t - s o u t h w e s t o f 13, t h a t was d r i l l e d — I 

d o n ' t show a spud d a t e on t h a t . Do you know by 

chance when t h a t w e l l was d r i l l e d or what 

i n f o r m a t i o n was a v a i l a b l e t o them when t h a t w e l l 

was d r i l l e d as f a r as t h e s h o t l i n e s go? 

A. P r o b a b l y v e r y l i t t l e d a t a . I t was 

d r i l l e d i n t h e 80s, so t h e r e c o u l d have been 

o t h e r d a t a a v a i l a b l e , maybe t h e one St e v e n s l i n e , 

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

v i n t a g e . 

Q. So we're even l o o k i n g a t t h a t J a n u a r y 

1990 l i n e , w h i c h you s a i d was one o f t h e o l d e r 

ones on h e r e , t h a t wasn't even a v a i l a b l e t o them? 

A . No . 

Q. That w e l l i s a t an u n o r t h o d o x l o c a t i o n 

a l s o , i s n ' t i t ? 

A. Yes. 

Q. I want t o make s u r e I u n d e r s t a n d on 

E x h i b i t No. 7. You have t h e M i s s i s s i p p i a n 

d e s i g n a t e d i n p u r p l e ? 

A. Uh-huh. 

Q. And t h e n we come o v e r h e r e , and I 

b e l i e v e you c a l l e d — i s t h a t a r e v e r s e f a u l t 

o r — 
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A. Yes. 

Q. — t h a t R a u l t P e t r o l e u m , y o u ' r e s h o w i n g 

two f a u l t s ? 

A. T h a t ' s t h e h i g h a n g l e r e v e r s e . T h a t ' s 

t h e edge o f t h e u p t h r u s t . The o t h e r f a u l t shows 

one o f t h e r i g h t l a t e r a l w r ench f a u l t s w h i c h 

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

Q. Then i m m e d i a t e l y p a s t t h a t , y o u r 

p r o p o s e d w e l l , w h i c h you show t h e w a t e r , t h e gas, 

t h e W oodford S h a l e , and t h e M i s s i s s i p p i a n — 

A. Uh-huh. 

Q. — and t h e M i s s i s s i p p i a n , l i k e you 

s u g g e s t e d , was v e r y much t h i n n e r i n t h i s a r e a , 

b u t t h e n a g a i n you a l s o s a i d t h a t t h e r e was a l o t 

o f e r o s i o n on t o p o f t h a t M i s s i s s i p p i a n ; i s t h i s 

c o r r e c t ? 

A. R i g h t . P r o b a b l y a t one t i m e t h e 

M i s s i s s i p p i a n on t h i s u p - t h r o w n b l o c k was as 

t h i c k o r n e a r l y as t h i c k as i t was on t h e 

down-thrown. But when i t was u p l i f t e d a t t h e 

Pre-Penn u n c o n f o r m i t y , i t was e r o d e d away. So 

t h a t p r e t t y much s e t s t h e age f o r t h e s e f a u l t s . 

Q. I want t o make s u r e we're a l l t a l k i n g 

a b o u t t h e same f o r m a t i o n h e r e . I have i t , t h e 

a p p l i c a t i o n was f o r P r e c a m b r i a n , and I c a l l i t a 
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g r a n i t e wash? 

A. Okay. The P r e c a m b r i a n i s where we w i l l 

TD t h e w e l 1 . 

Q. Okay. You show t h a t as t h e u p t h r u s t . 

And i t l o o k s l i k e t h e BHP P u f f e r S t a t e No. 1 

p e n e t r a t e d t h e P r e c a m b r i a n ; i s t h a t c o r r e c t ? 

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

Q. When we l o o k a t t h e S i l u r o on y o u r --

what i s t h a t ? What a r e we l o o k i n g a t ? What k i n d 

o f a d e p o s i t ? I s t h a t a g r a n i t e wash? 

A. No. No. The S i l u r o - O r d o v i c i a n i s j u s t 

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

I t ' s c o n t i n u o u s b u t i n Chaves County y o u ' r e 

g e t t i n g n ear i t s s u b - c r o p edges. So where o t h e r 

p l a c e s i n t h e b a s i n you can a c t u a l l y d i s t i n g u i s h 

i t i n t o f o r m a t i o n s , i t ' s somewhat q u e s t i o n a b l e 

e x a c t l y what f o r m a t i o n i t i s i n t h i s p a r t o f 

Chaves. 

Q. What i s t h a t p o o l name t h a t t h e BHP 

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

A. As f a r as I know, i t ' s u n d e s i g n a t e d . 

MR. BONEAU: U n d e s i g n a t e d Chaves --

MR. STOVALL: P l e a s e . 

Q. (BY EXAMINER STOGNER) Because a l l 

p a r t i e s a r e h e r e t o d a y o b j e c t i n g and t h e 
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a p p l i c a t i o n was f o r P r e c a m b r i a n , I d o n ' t see any-

p r o b l e m w i t h t h e a d v e r t i s e m e n t , so I'm g o i n g t o 

l e t t h a t go as i s . 

But I'm assuming and what we a r e 

t a l k i n g a b o u t i s t h i s S i l u r o - 0 r d o v i c i a n p o o l , 

f o r m a t i o n , once i t does g e t d e s i g n a t e d --

w h a t e v e r t h e case may be -- I'm s u r e once I hear 

f r o m BHP 1s g e o l o g i s t , I w i l l have a b e t t e r 

u n d e r s t a n d i n g a b o u t what we want t o c a l l i t . I 

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

t h e r e f r o m t o d a y ' s h e a r i n g s , and we can p i n p o i n t 

what we're t a l k i n g a b o u t ? 

A. Sometimes you d e s i g n a t e i t as 

Fusselman, and sometimes you d e s i g n a t e i t as 

Montoya, and sometimes i t ' s d e s i g n a t e d 

E l l e n b u r g e r . And i t ' s p r o b a b l y i n f a c t one i n 

a l l t h e same. 

MR. STOVALL: And t h e y accuse l a w y e r s 

o f n o t coming up w i t h d e f i n i t i v e s t a t e m e n t s . 

Q. (BY EXAMINER STOGNER) But as I 

u n d e r s t a n d i t , y o u ' r e c a l l i n g i t a --

A. S i l u r o - O r d o v i c i a n t o d e s i g n a t e t h e age 

of i t . 

Q. I s t h a t c a p i t a l S, c a p i t a l 0? I s i t 

hyphened? 
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A. S i l u r i a n , l i k e S i l u r o - D e v o n i a n . We're 

j u s t d e a l i n g w i t h t h e S i l u r o - O r d o v i c i a n . 

Q . For my own u n d e r s t a n d i n g , you s a i d some 

c a l l i t Fusselman, some c a l l i t what e l s e ? 

A. Mont oya. 

Q. And? 

A. And some c a l l i t E l l e n b u r g e r . 

Q. A l l t h o s e f o r m a t i o n s a r e i n t h e 

S i l u r o - O r d o v i c i a n Age? 

A. Age. 

Q. When d i d a l l t h i s a c t i v i t y o c c u r ? 

A. B e g i n n i n g a c t i v i t y — 

Q. L o o k i n g a t t h e — 

A. The n o r m a l f a u l t s ? 

Q. Yes. 

A. The n o r m a l f a u l t p r o b a b l y maybe even 

s t a r t e d moving i n Cambrian, t h r o u g h D e v o n i a n , and 

maybe a l i t t l e a d j u s t m e n t even i n t o t h e 

M i s s i s s i p p i . C o m pression s t a r t e d i n v e r y , v e r y 

l a t e s t M i s s i s s i p p i a n o r v e r y e a r l i e s t 

P e n n s y l v a n i a n . T h a t ' s p r e t t y w e l l documented 

f r o m t h e b i g u n c o n f o r m i t y t h e r e . There i s a 

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

The n e x t movement w o u l d have been l a t e 

P e n n s y l v a n i a n , v e r y e a r l y P e r m i a n , W o l f c a m p i a n . 
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T h a t ' s p r e t t y w e l l documented f o r New M e x i c o . 

And t h e f i n a l movement i s Post-San 

A n d r e s . I t c o u l d be t e r t i a r y ; i t c o u l d be 

numerous t h i n g s ; b u t i t i s Post-San Andres 

d e p o s i t i o n . 

Q. One f i n a l q u e s t i o n . The gas w h i c h you 

show, what k i n d o f d e p o s i t i o n a r e we l o o k i n g a t 

her e ? I s t h a t a deep w a t e r o r ma r i n e ? 

A. No. J u s t p a s s i v e s h e l f m a r g i n . J u s t 

n i c e s h e l f d o l o m i t e . I t may have even been 

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

t h e M i s s i s s i p p i a n . You g e t such good p o r o s i t y , 

i t ' s p r o b a b l y been k a r s t e d . 

EXAMINER STOGNER: At l e a s t t h e r e ' s no 

p o t a s h a r o u n d h e r e . Okay. I have no o t h e r 

q u e s t i o n s o f t h i s w i t n e s s . Are t h e r e any o t h e r 

q u e s t i o n s o f Ms. Bentz? 

MR. STOVALL: I j u s t have one. 

EXAMINATION 

BY MR. STOVALL: 

Q. I f you l o o k a t y o u r c r o s s - s e c t i o n , I 

mean i t a p p e a r s t o me t h a t t h e BHP w e l l i s i n t h e 

t h i c k e s t and h i g h e s t p a r t o f t h e gas; i s t h a t 

c o r r e c t ? 

A. W e l l , i t ' s d e f i n i t e l y i n t h e c e n t e r o f 
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t h e b l o c k , b u t t h e b l o c k r e a l l y d o e s n ' t d i p v e r y 

much u n t i l you g e t t o t h e v e r y edges o f t h e 

b l o c k . So t h e r e i s a good chance t h a t we c o u l d 

be f l a t and have j u s t a b o u t as much column as 

t h e y do, p r o b a b l y w i t h i n 20 or 30 f e e t . 

MR. STOVALL: T h a t ' s a l l I have. 

EXAMINER STOGNER: Any o t h e r q u e s t i o n s 

of Ms. Bentz? I f n o t , she may be ex c u s e d . 

Mr. C a r r o 1 1 . 

MR. CARROLL: We n e x t c a l l Dave Boneau 

t o t h e s t a n d . 

MR. STOVALL: I s i t t r u e Mr. Boneau i s 

g o i n g t o i d e n t i f y t h e p o o l f o r us? 

MR. CARROLL: He knows. 

DAVID F. BONEAU 

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

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

EXAMINATION 

BY MR. CARROLL: 

Q. Would y o u , p l e a s e , s t a t e y o u r name f o r 

t h e r e c o r d and by whom y o u ' r e employed? 

A. My name i s D a v i d F r a n c i s Boneau. I'm 

employed by Y a t e s P e t r o l e u m C o r p o r a t i o n as a 

r e s e r v o i r e n g i n e e r i n g s u p e r v i s o r . 

Q. Mr. Boneau, have you had o c c a s i o n t o 
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p r e v i o u s l y t e s t i f y and have y o u r c r e d e n t i a l s 

examined and a c c e p t e d as an e x p e r t i n t h e f i e l d 

o f r e s e r v o i r e n g i n e e r i n g ? 

A. Yes, s i r . 

Q. Mr. Boneau, a r e you f a m i l i a r w i t h t h e 

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

Examin e r , and have you had an o c c a s i o n t o r e v i e w 

t h e m a t e r i a l s a v a i l a b l e t o Y a t e s P e t r o l e u m w i t h 

r e s p e c t t o t h i s a rea? 

A. Yes, s i r . 

MR. CARROLL: Mr. Examiner, I w o u l d 

t e n d e r Mr. Boneau as an e x p e r t i n t h e f i e l d o f 

p e t r o l e u m r e s e r v o i r e n g i n e e r i n g f o r p u r p o s e s o f 

t e s t i f y i n g on b e h a l f o f Y a t e s w i t h r e s p e c t t o i t s 

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

EXAMINER STOGNER: Are t h e r e any 

o b j e c t i o n s ? 

MR. BRUCE: I d o n ' t t h i n k so. 

EXAMINER STOGNER: D a v i d F. Boneau i s 

h e r e b y q u a l i f i e d . 

Q. (BY MR. CARROLL) Mr. Boneau, you have 

p r e p a r e d a number o f e x h i b i t s f o r s u b m i s s i o n t o 

t h e D i v i s i o n , t h e Examiner, a r e t h e r e any o p e n i n g 

s t a t e m e n t s , t h o u g h , t h a t you w o u l d l i k e t o make 

t o k i n d o f t i e y o u r t e s t i m o n y i n w i t h t h e e a r l i e r 
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p r e v i o u s t e s t i m o n y g i v e n by Ms. Bentz? 

A. Yes. I'm g o i n g t o t a l k a b o u t p e n a l t y 

f a c t o r s . My t e s t i m o n y w i l l be t h a t 30 p e r c e n t i s 

t h e h i g h e s t p e n a l t y f a c t o r t h a t makes any sense. 

Y a t e s has an argument t h a t z e r o p e n a l t y f a c t o r 

w o u l d be c o r r e c t . And t h a t argument i s t h a t z e r o 

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

t h e gas t h a t was o r i g i n a l l y u nder t h e Y a t e s 1 

a c r e a g e . 

Some o f t h a t gas has moved as t h e 

P u f f e r w e l l has been p r o d u c e d . A 30 p e r c e n t 

p e n a l t y w i l l e n a b l e Y a t e s t o p r o d u c e t h e gas t h a t 

now r e m a i n s under o ur a c r e a g e . T h a t ' s d i f f e r e n t 

f r o m t h e gas t h a t was o r i g i n a l l y under our 

a c r e a g e , b u t t h a t seems t o me a s e n s i b l e 

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

I f you go t o a h i g h e r p e n a l t y , BHP and 

t h e P u f f e r w e l l w i l l c o n t i n u e t o p r o d u c e gas t h a t 

i s on t h e Y a t e s ' l e a s e t o d a y , and so we w i l l 

s u f f e r f u r t h e r d r a i n a g e . And I w o u l d s u b m i t t h a t 

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

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

I w i l l a l s o d i s c u s s b r i e f l y a 

p e n a l t y - s e t t i n g f o r m u l a t h a t has been used i n t h e 

p a s t by t h e NMOCD and show t h a t t h i s t h r e e - p a r t 
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f o r m u l a says t h a t a 30 p e r c e n t p e n a l t y i s p l e n t y 

h i g h a l s o . 

Q. Mr. Boneau, l e t us t u r n t o y o u r f i r s t 

e x h i b i t , w h i c h i s E x h i b i t No. 9. Would you 

i d e n t i f y what i t i s and t h e n e x p l a i n how i t 

r e l a t e s t o Y a t e s " a p p l i c a t i o n ? 

A. E x h i b i t 9 shows a somewhat blown-up 

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

Y a t e s g e o l o g y , w h i c h Ms. Bentz p r e s e n t e d . You 

can see t h e l o c a t i o n o f t h e P u f f e r S t a t e w e l l i n 

S e c t i o n 24. The Y a t e s l o c a t i o n i s marked " Y a t e s " 

i n Sect i o n 13. 

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

r e s e r v o i r i s 151.3 a c r e s c o n t a i n i n g a t o t a l o f 

7.25 Bcf o f gas. S e c t i o n 13 c o n t a i n s a l i t t l e 

o v e r 40 o f t h o s e a c r e s and a p p r o x i m a t e l y 1.95 Bcf 

of t h a t gas. The numbers f o r t h e o t h e r s e c t i o n 

a r e shown t h e r e . 

But w e ' l l d i s c u s s i n t h e f o l l o w i n g 

e x h i b i t s o r e x h i b i t s where t h e s e numbers came 

f r o m , t h e a c r e a g e numbers came f r o m p 1 a n i m e t e r i n g 

t h e p r o d u c t i v e a r e a s shown on S e c t i o n 9. The gas 

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

w h i c h w e ' l l d i s c u s s s h o r t l y . 

Q. A l l r i g h t . Mr. Boneau, t h i s i s t h e gas 
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i n p l a c e p r i o r t o any d e v e l o p m e n t , any d r i l l i n g ; 

i s t h i s c o r r e c t ? 

A. T h a t ' s what t h o s e numbers a r e i n t e n d e d 

t o show, o r i g i n a l gas i n p l a c e d i v i d e d up among 

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

Q. Are t h e r e any o t h e r s t a t e m e n t s you'd 

l i k e t o make w i t h r e s p e c t t o y o u r E x h i b i t No. 9? 

A. No, s i r . 

Q. A l l r i g h t . I f you'd t u r n t o E x h i b i t 

10, and a g a i n w o u l d you d e s c r i b e what E x h i b i t 10 

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

i t s a p p l i c a t i o n o r r e l a t i o n s h i p t o Y a t e s ' case? 

A. E x h i b i t No. 10 c o n t a i n s t h r e e pages. 

There's q u i t e a l o t o f i n f o r m a t i o n c o n c e r n i n g t h e 

e x i s t i n g P u f f e r w e l l and t h e r e s e r v o i r . At t h e 

t o p o f t h e page, j u s t as an a s i d e , t h e p o o l has 

been i n t h e r e c o r d s as Chaves U n d e s i g n a t e d Group 

4-A. T h a t ' s an o i l p o o l , and t h e r e i s some 

k 

c o n t u s i o n t h e r e , I t h i n k , b u t t h a t ' s where i t i s 

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

Under I t e m A, I have p r o d u c t i o n d a t a , 

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

f o r t h e P u f f e r w e l l , t h e o n l y p r o d u c i n g w e l l i n 

t h e p o o l . The c u m u l a t i v e p r o d u c t i o n as o f May 1, 

1992, was 1.08 Bcf o f gas. And t h e p r o d u c t i o n 
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r a t e f o r t h a t w e l l has been a l i t t l e o v e r 4 

m i l l i o n c u b i c f e e t p e r day. 

I t e m B shows some r e s e r v o i r d a t a t h a t 

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

t h e P u f f e r w e l l a r e f r o m 6371 t o 6452. The 

r e s e r v o i r t e m p e r a t u r e i s 128 d e g r e e s . The 

i n i t i a l p r e s s u r e f r o m BHP d a t a i s 2450 PSI. 

The gas c o m p r e s s i b i l i t y f a c t o r , 

s o - c a l l e d Z f a c t o r , i s t h a t number .838, and 

t h a t ' s d e t a i l e d on E x h i b i t 10 h e r e . T h a t ' s a 

r e l a t i v e l y m i n o r p o i n t , b u t i t ' s p i n n e d down i n 

d e t a i 1 t h e r e . 

And t h e gas f o r m a t i o n volume f a c t o r i s 

175.8, so t h a t a c u b i c f o o t o f gas i n t h e g r o u n d 

i s 176 c u b i c f e e t o f gas on t h e s u r f a c e . 

I n P a r t C I ' v e summarized a l l t h e l o g 

a n a l y s e s t h a t anyone wants t o do. But t h e P u f f e r 

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

some d i s a g r e e m e n t h e r e , b u t I ' v e a n a l y z e d them as 

b e s t I c o u l d , t h e P u f f e r w e l l has 88 f e e t o f n e t 

pay w i t h a p o r o s i t y o f a b o u t 10 p e r c e n t , h i g h gas 

s a t u r a t i o n , .73 on a v e r a g e . 

And t h e SgPHIh, t h e h y d r o c a r b o n p o r e 

volume, a s s o c i a t e d w i t h t h e P u f f e r w e l l i s a t 

6.255 f e e t . So e q u i v a l e n t l y t h e r e ' s 6.25 f e e t o f 
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v o i d space f i l l e d w i t h gas under t h e P u f f e r 

w e l l . 

I f we t u r n t h e page, we s t a r t t o g e t 

t o t h e meat o f t h e s u b j e c t . What I ' v e done i s 

t a k e t h e case o f a 30 p e r c e n t p e n a l t y and go 

t h r o u g h — I'm l o o k i n g f o r d r a i n a g e a r e a s — and 

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

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

p r o d u c i n g , and t h e n go t h r o u g h f u t u r e p r o d u c t i o n 

where t h e Y a t e s w e l l i s a l l o w e d t o p r o d u c e a t 70 

p e r c e n t o f t h e r a t e o f t h e P u f f e r w e l l . 

So I'm t a l k i n g a b o u t 30 p e r c e n t 

p e n a l t y . That w o u l d a l l o w t h e Y a t e s w e l l t o 

p r o d u c e a t 70 p e r c e n t o f i t s d e 1 i v e r a b i 1 i t y . And 

I'm a ssuming t h a t t h e Y a t e s w e l l w i l l be as good 

as t h e P u f f e r w e l l . And t h a t ' s p r o b a b l y as good 

as i t ' s g o i n g t o be. I t ' s n o t g o i n g t o be any 

b e t t e r t h a n t h e P u f f e r w e l l . So I'm assuming 

i t ' s g o i n g t o be a good w e l l i n d o i n g t h e s e 

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

So P a r t D d e t a i l s t h e f u t u r e p r o d u c t i o n 

and t h e f u t u r e a c r e s d r a i n e d , and I ' l l go t h r o u g h 

t h a t . The e q u a t i o n s a t t h e b o t t o m o f t h e page 

s i m p l y t a k e t h a t r e s e r v o i r d a t a and c a l c u l a t e t h e 

a r e a swept as a f u n c t i o n o f t h e amount o f gas 
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p r o d u c e d . 

So up t o May o f 1992, we have r e a l 

p r o d u c t i o n numbers f r o m t h e P u f f e r w e l l , and i t s 

t o t a l p r o d u c t i o n i s 1.076 B c f . And t h a t i s a l l 

t h e r e c o v e r a b l e gas, and I'm assuming 90 p e r c e n t 

r e c o v e r y f a c t o r . T h a t ' s a l l t h e r e c o v e r a b l e gas 

i n 25 a c r e s . 

The Y a t e s w e l l i n any e s t i m a t i o n c o u l d 

go o n - l i n e September 1 o f 92. By t h e n t h e P u f f e r 

w e l l w i l l have p r o d u c e d t h e 1.593 Bcf and w i l l 

have p r o d u c e d a l l t h e r e c o v e r a b l e gas i n 37 

a c r e s . 

And I'm assuming t h a t f r o m September 1, 

93, on t h e new w e l l d r i l l e d by Y a t e s and t h e BHP 

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

compet i n g . 

The n e x t l i n e shows where we a r e a t t h e 

f i r s t o f 93, 1/1/93. And I'm assuming t h a t t h e 

BHP w e l l has d r o p p e d t o 4 m i l l i o n a day, and 

d u r i n g t h a t same t i m e t h e Y a t e s w e l l w i l l be 

p r o d u c i n g 70 p e r c e n t o f t h a t 2.8 m i l l i o n a day. 

On J a n u a r y 93, t h e BHP w e l l has d r a i n e d 

a l l t h e r e c o v e r a b l e gas i n 45-1/2 a c r e s , and t h e 

Y a t e s w e l l has d r a i n e d 6 a c r e s . 

I hope y o u ' r e g e t t i n g t h e i d e a by now, 
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b u t t h e r e ' s o n l y t h r e e more l i n e s . We can go 

t h r o u g h t h o s e h o p e f u l l y f a i r l y soon. S i x months 

i n t o 1993, a c t u a l l y I guess t h a t s h o u l d say 

7/1/93 because t h a t ' s how I c a l c u l a t e d i t , t h e 

BHP w e l l w i l l have d r a i n e d 62 a c r e s and t h e Yates 

w e l l , 17.8. 

At t h e s t a r t o f 94, t h e BHP w e l l i s up 

t o 75 a c r e s and Y a t e s i s up t o 26.7. And a t t h e 

s t a r t o f 95, t h e BHP w e l l i s up 87.7 a c r e s and 

t h e Y a t e s w e l l , a t 35.6. And a t t h a t p o i n t t h e 

Ya t e s w e l l i s done. 

I n our p i c t u r e t h e r e ' s more r e s e r v o i r 

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

t h i n k i n t h e BHP p i c t u r e t h e r e ' s way more 

r e s e r v o i r t o t h e s o u t h . The BHP w i l l d r a i n a l l 

o f t h a t . Y a t e s w i l l g e t none o f any p r o d u c t i o n 

t o t h e s o u t h . 

The numbers i n t h e T a b l e D h e r e , I 

t h i n k , make more sense i f we go t o t h e n e x t 

p i c t u r e where i t ' s shown what's g o i n g on i n a 

p i c t o r i a l sense. Can we go t o E x h i b i t 11? 

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

t h e r e c o r d e x a c t l y what t h i s i s and t h e n d i s c u s s 

i t s a p p l i c a b i l i t y ? 

A. E x h i b i t 11 i s a p i c t u r e o f t h e 
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p r o d u c t i v e a r e a . The case i s f o r a 30 p e r c e n t 

p e n a l t y on t h e Y a t e s w e l l s , and i t shows t h e 

a r e a s t h a t a r e d r a i n e d a t t h e s i x d i f f e r e n t d a t e s 

t h a t I j u s t went t h r o u g h f r o m E x h i b i t 10. 

So w hat's h a p p e n i n g i s t h a t as o f May 

.1 , 92, t h e BHP w e l l had d r a i n e d 25 a c r e s , and we 

see a c i r c l e a r o u n d t h e P u f f e r S t a t e No. 1 t h a t ' s 

l a b e l e d 5/1/92. That d r a i n a g e a r e a i s a l l on t h e 

BHP l e a s e . 

By September o f 1992 t h a t c i r c l e w i l l 

have expanded, as shown on E x h i b i t 1 1 , and i t 

c r o s s e s o v e r o n t o t h e Y a t e s l e a s e . Then t h e 

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

c o m p e t i n g . By t h e end o f 1992 t h e r e ' s a l i n e a t 

t h e t o p and b o t t o m t h a t shows 1/1/93, and t h a t ' s 

t h e a r e a t h a t w i l l be d r a i n e d i n S e c t i o n 24 and 

p a r t o f S e c t i o n 13 by t h e P u f f e r S t a t e w e l l . 

And t h e r e ' s a s m a l l e r c i r c l e a b o u t t h e 

s i z e o f a q u a r t e r a r o u n d t h e Y a t e s w e l l . T h a t ' s 

t h e s i x a c r e s t h a t t h e Y a t e s w e l l w i l l have 

d r a i n e d by t h e end o f t h i s y e a r . The c i r c l e s , by 

t h e end o f t h i s y e a r , t h e d r a i n a g e a r e a s have met 

and t h e two w e l l s a r e bumping i n t o each o t h e r . 

From t h e n on t h e d r a i n a g e a r e a s have t o 

expand e a s t and w e s t . And t h e d r a i n a g e a r e a s f o r 
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7/1/93, and 1/1/94, and 1/1/95 a r e shown on 

E x h i b i t 1 1 . The d r a i n a g e a r e a f o r t h e Ya t e s w e l l 

as o f 1/1/95 h i t s t h e west b o u n d a r y and t h e e a s t 

b o u n d a r y o f t h e r e s e r v o i r , and t h e Y a t e s w e l l 

w i l l t h e n cease p r o d u c t i o n . 

I f t h e r e i s — w e l l , t h e r e s e r v o i r t o 

t h e s o u t h o f my 1/1/95 l i n e i n S e c t i o n 24 w i l l be 

d r a i n e d by t h e P u f f e r S t a t e w e l l i n s u b s e q u e n t 

p e r i o d s . And i f BHP were r i g h t and t h a t 

r e s e r v o i r e x t e n d e d f u r t h e r s o u t h , t h a t P u f f e r 

w e l l w o u l d g e t a l l t h a t gas. 

I t h i n k i t ' s c l e a r t o e v e r y o n e t h a t t h e 

BHP w e l l c o u l d d r a i n t h i s r e s e r v o i r by i t s e l f . I 

d o n ' t t h i n k t h a t ' s i n d i s p u t e . I t c o u l d d r a i n 

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

T h i s 30 p e r c e n t p e n a l t y case t h a t ' s 

shown on E x h i b i t 1 1 , t h e Y a t e s w e l l w i l l p r o d u c e 

1.5 Bcf o f gas o u t o f t h e 1.95 t h a t was 

o r i g i n a l l y i n p l a c e under t h e Ya t e s a c r e a g e . 

I t h i n k i t ' s w i s e t o n o t i c e on E x h i b i t 

11 t h a t t h e r e ' s a l i n e t h a t s e p a r a t e s t h e Ya t e s 

d r a i n a g e a r e a f r o m t h e BHP d r a i n a g e a r e a . I t ' s 

h a r d f o r me t o d e s c r i b e i n words where t h a t l i n e 

i s . But i t s t a r t s a t t h e west edge o f S e c t i o n 13 

ab o u t a q u a r t e r i n c h above i t s c o r n e r w i t h t h e 
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o t h e r f o u r s e c t i o n s and e x t e n d s e a s t and i n c l u d e s 

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

So t h a t I t h i n k t h e Ya t e s w e l l w i l l g e t 

some gas f r o m t h e e a s t e r n p a r t o f t h e l e a s e ; t h e 

BHP w e l l w i l l g e t gas f r o m t h e c e n t r a l and west 

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

So I have d e t a i l e d a s c e n a r i o where a 

30 p e r c e n t p e n a l t y o p e r a t e s o v e r t h e n e x t few 

y e a r s , Y a t e s d r i l l s a good w e l l , p r o d u c e s i t a t 

70 p e r c e n t o f i t s c a p a c i t y and g e t s a p p r o x i m a t e l y 

t h e gas t h a t ' s now under i t s l e a s e . 

Q. Mr. Boneau, b e f o r e we move on t o y o u r 

n e x t e x h i b i t , l e t me ask you a q u e s t i o n . L e t us 

assume t h a t t h i s r e s e r v o i r t h a t you have drawn 

h e r e on S e c t i o n 13, w h i c h i s t h e r e s e r v o i r 

u n d e r l y i n g t h e Ya t e s a c r e a g e , i t has a peak o v e r 

h e r e t o t h e e a s t s i d e and n o r t h o f t h e Ya t e s 

we 11 . 

L e t us suppose t h a t t h a t r e s e r v o i r 

wasn't t h e r e and t h a t i n f a c t t h e r e i s a f a u l t 

i n t e n d e d t o go a c r o s s t h e r e and c u t o f f t h a t 

c o r n e r , say a t r i a n g u l a r s e c t i o n o f i t . Would 

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

d e s c r i b e d w i t h r e s p e c t t o how t h e two w e l l s , t h e 

P u f f e r S t a t e No. 1 and t h e Y a t e s No. 1, w i l l 
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i n t e r f e r e w i t h each o t h e r , and w i l l t h a t a f f e c t 

m a t e r i a l l y y o u r h y p o t h e s i s t h a t t h e Y a t e s w e l l 

w i l l n o t d r a i n gas o v e r and f r o m , m a t e r i a l l y f r o m 

t h e s e c t i o n , o r t h e l o w e r s e c t i o n , S e c t i o n 24? 

A. I t h i n k I u n d e r s t a n d y o u r q u e s t i o n . 

The P u f f e r S t a t e w e l l has p r o d u c e d enough gas 

t h a t i t ' s r i g h t a t t h e edge o f t h e Y a t e s l e a s e . 

The Y a t e s w e l l needs t o be d r i l l e d and s t a r t 

p r o d u c i n g , and i t w i l l compete w i t h t h e P u f f e r 

S t a t e w e l l , b u t t h a t c o m p e t i t i o n i s g o i n g t o be 

a t t h e , what I'm c a l l i n g t h e edge o f t h e Y a t e s 

l e a s e . I t ' s g o i n g t o be a p p r o x i m a t e l y on t h e 

l i n e I ' v e drawn on E x h i b i t 11 w i t h i n r e a s o n 

r e g a r d l e s s o f t h e s i z e o f t h e r e s e r v o i r on t h e 

Ya t e s l e a s e . 

The c o m p e t i t i o n w i l l be between t h e 

P u f f e r S t a t e and Y a t e s w i l l n o t be m a t e r i a l l y 

a f f e c t e d i f a p o r t i o n o f t h e gas on t h e Y a t e s 

l e a s e does n o t e x i s t . Y a t e s s i m p l y w i l l n o t g e t 

t h a t gas t o t h e n o r t h e a s t i f t h e r e i s no gas t o 

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

But t h e f a c t t h a t t h e P u f f e r S t a t e i s 

such a good w e l l and has such a t i m e a d v a n t a g e , 

i t i s a l r e a d y up t o t h e Y a t e s l e a s e , and t h a t 

c o m p o s i t i o n a t t h e b o u n d a r y w i l l be r e l a t i v e l y 
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u n a f f e c t e d by t h e s i z e o f t h e r e s e r v o i r on t h e 

Ya t e s l e a s e . 

A g a i n i f we're wrong and t h e r e s e r v o i r 

on t h e Y a t e s l e a s e i s s m a l l e r t h a n we're s a y i n g , 

i t ' s h a l f as b i g as we're s a y i n g , t h e Y a t e s w e l l 

w i l l o n l y g e t h a l f as much gas as i s h e r e , and 

t h e P u f f e r S t a t e w e l l w i l l g e t v e r y c l o s e t o t h e 

same amount o f gas t h a t I'm p r o t e c t i n g h e r e . 

Q. Do you have any o t h e r comments w i t h 

r e s p e c t t o E x h i b i t 11? 

A. No, s i r . I ' d l i k e t o go t o t h e n e x t 

one . 

Q. A l l r i g h t . I f you w o u l d d e s c r i b e f o r 

t h e r e c o r d what E x h i b i t 12 i s and t e l l us how i t 

r e l a t e s t o t h e Y a t e s case. 

A. E x h i b i t 12 a t t e m p t s t o summarize what 

we d i d on E x h i b i t 11 f o r a 30 p e r c e n t p e n a l t y 

a l o n g w i t h s i m i l a r cases f o r a z e r o p e r c e n t 

p e n a l t y or a 75, a l a r g e p e n a l t y . 

What I ' v e shown h e r e i s a g a i n t h e 

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

i m p o r t a n t t h i n g i s t h a t I ' v e drawn t h r e e l i n e s 

t h a t a r e t h e l i n e s o f i n t e r f e r e n c e between t h e 

d r a i n a g e a r e a s o f t h e P u f f e r w e l l and t h e Ya t e s 

w e l l . One i s l a b e l e d z e r o ; one i s l a b e l e d 30 
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p e r c e n t ; and one i s l a b e l e d 75 p e r c e n t . 

The l i n e l a b e l e d 30 p e r c e n t i s t h e same 

l i n e t h a t was on E x h i b i t 1 1 . I f no p e n a l t y were 

i n v o k e d on t h e Y a t e s w e l l , t h e d r a i n a g e a r e a s o f 

t h e two w e l l s w o u l d meet a l o n g t h e l i n e l a b e l e d 

z e r o , and t h e Y a t e s w e l l w o u l d p r o d u c e 1.8 Bcf o f 

gas. W i t h t h e 30 p e r c e n t p e n a l t y case, t h e Ya t e s 

w e l l w o u l d p r o d u c e 1.5 Bcf o f gas. 

I f a h i g h e r p e n a l t y , a 75 p e r c e n t 

p e n a l t y were imposed, Y a t e s c o u l d n o t r e c o v e r a 

l a r g e p o r t i o n o f t h e gas on i t s l e a s e and t h e 

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

marked 75 p e r c e n t , and t h e P u f f e r w e l l w o u l d 

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

o f t h e Y a t e s — f r o m t h e e a s t and west c o r n e r s o f 

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

Ya t e s w e l l w o u l d be about 1 Bcf o f gas. 

T h i s p i c t u r e t i e s i n w i t h my o r i g i n a l 

s t a t e m e n t t h a t z e r o or 30 g i v e Y a t e s gas t h a t was 

o r i g i n a l l y on i t s l e a s e . A l a r g e p e n a l t y , i n t h e 

rang e o f 75 p e r c e n t , does n o t e n a b l e Y a t e s t o 

r e c o v e r anywhere near t h e gas t h a t ' s on i t s 

l e a s e . And I a t t e m p t t o i l l u s t r a t e by t h i s t h a t 

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

a huge p e n a l t y i n t h e 75 p e r c e n t r a n g e i s t o t a l l y 
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i n a p p r o p r i a t e . 

Q. Mr. Boneau, w i t h r e s p e c t t o t h e i s s u e 

o f c o r r e l a t i v e r i g h t s , w h i c h t h i s D i v i s i o n i s 

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

i n y o u r o p i n i o n , w o u l d t h a t be t h e most 

a d v a n t a g e o u s r o u t e t o t a k e i n o r d e r t o p r o t e c t 

c o r r e l a t i v e r i g h t s and p r o t e c t each o f t h e 

p a r t i e s ' i n t e r e s t i n t h e gas t h a t a c t u a l l y 

e x i s t e d under t h e i r l e a s e s p r i o r t o t h e b e g i n n i n g 

o f d r i l l i n g ? 

A. I t h i n k t h e s t r i c t answer t o y o u r 

q u e s t i o n i s y e s . A z e r o p e r c e n t p e n a l t y w o u l d 

e n a b l e Y a t e s t o e s s e n t i a l l y t a k e back f r o m BHP 

gas t h a t ' s a l r e a d y moved o v e r t h e r e . The 30 

p e r c e n t p e n a l t y t h a t I ' v e o u t l i n e d w o u l d e n a b l e 

Y a t e s t o have a f a i r s h o t a t t h e r e s e r v o i r as i t 

e x i s t s now. 

The r e s e r v o i r p r e s s u r e has s u r e l y 

d r o p p e d f r o m 2,450 t o t h e ran g e o f 2,000 pounds, 

and t h a t ' s p r e t t y much s p r e a d t h r o u g h o u t t h e 

r e s e r v o i r . The gas has s i m p l y moved. Some o f 

t h e gas has moved t o t h e BHP l e a s e . 

The 30 p e r c e n t p e n a l t y w i l l g i v e Y a t e s 

a chance t o g e t t h e gas t h a t ' s t h e r e now. I f 

we're g o i n g t o g e t t h e gas back t h a t used t o be 
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t h e r e , we need no p e n a l t y a t a l l . 

Q. I n y o u r o p i n i o n t h e n any p e n a l t y 

a s s e s s e d g r e a t e r t h a n 30 p e r c e n t , t h a t w o u l d t h e n 

a d v e r s e l y a f f e c t t h e c o r r e l a t i v e r i g h t s o f Y a t e s 

P e t r o l e u m and t h e owner o f t h e m i n e r a l s or t h e 

r o y a l t y i n t e r e s t ; i s t h a t f a i r ? 

A. A p e n a l t y g r e a t e r t h a n 30 p e r c e n t 

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

owners o f S e c t i o n 13. 

Q. W i t h r e s p e c t t h e n t o E x h i b i t No. 12, i s 

t h e r e a n y t h i n g e l s e t h a t y ou'd l i k e t o comment 

a b o u t ? 

A. No, s i r . 

Q. I ' d t h e n ask you t o t u r n t o y o u r 

E x h i b i t s 13 and 14. They appear t o be d i f f e r e n t 

examples o f t h e same k i n d o f a n a l y s e s . Would you 

mind t e l l i n g us what t h o s e two e x h i b i t s a r e and 

t h e n e x p l a i n t h e i r r e l a t i o n s h i p t o t h e case? 

A. E x h i b i t s 13 and 14 a t t e m p t t o o u t l i n e a 

t h r e e - p a r t p e n a l t y f a c t o r t h a t ' s been used; i t ' s 

k i n d o f a cookbook a p p r o a c h by t h e NMOCD f r o m 

t i m e t o t i m e . And t h e e a r l i e s t r e c o r d o f i t I 

f o u n d was back i n 1978. 

I'm n o t e n d o r s i n g i t . I n f a c t , I ' v e 

a r g u e d a g a i n s t i t i n some o t h e r c a s e s , b u t i t ' s 
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s o m e t h i n g t h e Commission has used and I t h o u g h t 

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

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

t h e k i n d o f p e n a l t y f a c t o r s t h a t maybe f i t i n 

w i t h p r e v i o u s NMOCD custom. 

So I f e e l I need t o go t h r o u g h t h e 

t h r e e p a r t s o f No. 13 so t h a t we're c l e a r what 

we're t a l k i n g a b o u t . And E x h i b i t 14 i s a s i m p l e 

m o d i f i c a t i o n o f t h a t . 

So t h e r e a r e t h r e e p a r t s t o t h i s 

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

E x h i b i t 13 t o t h e Ya t e s w e l l . F i r s t o f a l l , 

t h e r e ' s a n o r t h - s o u t h f a c t o r , w h i c h I have c a l l e d 

"Pa," t h e f i r s t p e n a l t y f a c t o r . And i t r e l a t e s 

t h e d i s t a n c e f r o m t h e edge o f t h e l e a s e i n t h e 

n o r t h - s o u t h d i r e c t i o n f o r an o r t h o d o x l o c a t i o n 

w i t h t h e a c t u a l d i s t a n c e . 

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

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

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

o f t h e a c t u a l l o c a t i o n d i v i d e d by t h e d i s t a n c e 

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

For t h e Y a t e s w e l l , w h i c h i s 330 f r o m t h e s o u t h 

l i n e and i t s h o u l d be 660, t h a t f a c t o r i s 0.5. 

The second f a c t o r i s an e a s t - w e s t 
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f a c t o r , e x a c t l y s i m i l a r i d e a . D i s t a n c e f r o m t h e 

west l i n e o f t h e o r t h o d o x l o c a t i o n minus t h e 

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

l o c a t i o n d i v i d e d by t h e d i s t a n c e f r o m t h e west 

l i n e o f t h e o r t h o d o x l o c a t i o n . The Y a t e s w e l l i s 

1225 f r o m t h e west l i n e . The o r t h o d o x l o c a t i o n 

i s 1980. And t h a t "Pb" f a c t o r i s 0.38. 

The t h i r d f a c t o r I ' v e c a l l e d "excess 

a r e a . " I t h i n k t h a t ' s t h e word t h a t ' s been used 

i n t h e p a s t . And what you do i s draw a c i r c l e 

c o n t a i n i n g 320 a c r e s , t h e s p a c i n g u n i t a r e a , 

a r o u n d t h e a c t u a l l o c a t i o n and t h e o r t h o d o x 

l o c a t i o n , and you d e t e r m i n e t h e a r e a t h a t i s 

o u t s i d e t h e o r t h o d o x c i r c l e b u t i n s i d e t h e c i r c l e 

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

f o r t h e Y a t e s w e l l has been c o l o r e d i n i n b l u e . 

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

a r a t i o o f t h a t e x c e s s o u t s i d e t h e o r t h o d o x 

c i r c l e a r e a t o t h e 320 a c r e s f o r t h e s p a c i n g u n i t 

o r f o r t h e o r t h o d o x c i r c l e . Here t h e b l u e a r e a 

i s 74 a c r e s . And t h a t "Pc" f a c t o r i s 0.23. 

The f i n a l s t e p t o g e t t h e answer t h a t 

we've a l l been w a i t i n g f o r i s t o add up t h o s e 

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

3. So we add up .5, .38, .23, and d i v i d e by 3, 

RODRIGUEZ-VESTAL REPORTING 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

1 6 

1 7 

1 8 

19 

20 

2 1 

22 

23 

24 

25 

62 

and t h e answer i s 0.37. And t h a t t r a n s l a t e s i n t o 

a 37 p e r c e n t p e n a l t y f a c t o r . 

So t h e p o i n t o f E x h i b i t 13 i s t h a t t h i s 

method w o u l d p e n a l i z e Y a t e s t o t h e t u n e o f 37 

p e r c e n t . Everyone n o t i c e s t h a t t h i s method has 

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

w e l l s . I t ' s based s i m p l y on t h e l o c a t i o n s o f t h e 

w e l l s and on t h e s i z e o f t h e s p a c i n g u n i t . 

E x h i b i t 14 t h e n i s t h e same e x a c t 

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

And t h e r e s u l t i s t h a t t h i s method w o u l d have 

g i v e n t h e BHP l o c a t i o n a p e n a l t y f a c t o r o f 25 

p e r c e n t . I n a c t u a l i t y t h e BHP l o c a t i o n has z e r o 

p e n a l t y . 

And I guess I w o u l d s u b m i t as a 

c o n c l u s i o n t h a t t h i s s u r e l y s u p p o r t s t h a t t h e 30 

p e r c e n t i s p l e n t y h i g h f o r t h e Ya t e s l o c a t i o n i n 

v i e w o f t h e f a c t t h a t 37 i s n o t v e r y much b i g g e r 

t h a n 30 and t h e BHP w e l l g o t z e r o p e n a l t y . 

Q. Mr. Boneau, t h e n w i t h r e s p e c t t o t h e 

i s s u e o f t h e p r e v e n t i o n o f waste and t h e 

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

t h i s a p p l i c a t i o n f o r an u n o r t h o d o x l o c a t i o n , by 

g r a n t i n g t h a t do you f e e l t h a t t h e Commission 

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

A. Yes. C l e a r l y Y a t e s needs t o d r i l l a 

w e l l t o g e t any s h o t a t c o r r e l a t i v e r i g h t s i n 

Sect i o n 13. 

Q. Then w i t h r e s p e c t t o t h e i s s u e o f 

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

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

t h a t t h e most a d v a n t a g e o u s o r p r o p e r method w o u l d 

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

p e n a l t y ; i s t h a t c o r r e c t ? 

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

Y a t e s an o p p o r t u n i t y t o g e t t h e gas t h a t was 

under i t s l e a s e . 

Q. A l l r i g h t . And t h e n i s i t f u r t h e r y o u r 

o p i n i o n t h a t any p e n a l t y l a r g e r t h a n 30 p e r c e n t 

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

n o t a l l o w Y a t e s t o p r o d u c e — w o u l d i n f a c t a l l o w 

someone e l s e t o p r o d u c e gas t h a t was f r o m or 

e x i s t e d under S e c t i o n 13? 

A. T h a t ' s c o r r e c t . F r a n k l y I'm n o t s u r e 

t h a t t h e Commission i s g o i n g t o g i v e us z e r o 

p e n a l t y , b u t we've g o t a r e a l s t r o n g argument 

t h a t 30 p e r c e n t i s as h i g h as i t s h o u l d go. 

Q. Mr. Boneau, do you have any f u r t h e r 

s t a t e m e n t s t h a t you w o u l d l i k e t o make t o t h e 

RODRIGUEZ-VESTAL REPORTING 
( 0 fi 1 Q R R - 1 7 7 9 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

1 6 

1 7 

1 8 

19 

20 

2 1 

2 2 

2 3 

24 

25 

64 

Examiner c o n c e r n i n g y o u r t e s t i m o n y and e x h i b i t s ? 

A. I d o n ' t b e l i e v e so. I t h i n k he's g o t 

t h e message t h a t we've done q u i t e a b i t o f work 

h e r e , and i t l o o k s l i k e 30 p e r c e n t makes sense. 

MR. CARROLL: Mr. Examiner, I w o u l d 

move a d m i s s i o n t h e n o f E x h i b i t s 9 t h r o u g h 14. 

EXAMINER STOGNER: Are t h e r e any 

o b j e c t i o n s ? 

MR. BRUCE: No. 

EXAMINER STOGNER: E x h i b i t s 9 t h r o u g h 

14 w i l l be a d m i t t e d i n t o e v i d e n c e . 

MR. CARROLL: I w o u l d t h e n pass t h e 

w i t n e s s . 

EXAMINER STOGNER: Mr. B r u c e , y o u r 

w i t n e s s . 

EXAMINATION 

BY MR. BRUCE: 

Q. Dr. Boneau, t u r n i n g t o y o u r E x h i b i t 9, 

j u s t a l i t t l e s i m p l e a r i t h m e t i c , y o u r e s t i m a t e i s 

1.95 Bcf i s l o c a t e d on t h e Ya t e s l e a s e ; i s t h a t 

c o r r e c t ? 

A. Yes, s i r . 

Q. That w o u l d be, and you can c a l c u l a t e i t 

i f you want, t h a t w o u l d be 27 or 28 p e r c e n t o f 

t h e r e s e r v e s i n t h a t p a r t i c u l a r p o o l ? 
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A . Yes, s i r . 

Q. And s i m i l a r l y i f you j u s t l o o k e d a t 

a c r e a g e , you'd g e t a s i m i l a r f i g u r e , w o u l d n ' t 

you? 

B c f , even i f you s u b t r a c t e d what BHP has 

c u r r e n t l y p r o d u c e d o r has p r o d u c e d t o d a t e , I 

s h o u l d say, you'd s t i l l have 1.95 Bcf o u t o f a 

l i t t l e o v e r 6 Bcf and t h e r e s e r v e s on Y a t e s l e a s e 

w o u l d be ab o u t 30, 32 p e r c e n t o f t h e t o t a l 

r e s e r v e s i n t h e p o o l ? 

A. I t h i n k I u n d e r s t a n d y o u r f i g u r e . 

O b v i o u s l y you c a n ' t a c t u a l l y do t h a t . The gas 

d o e s n ' t s t a y on our l e a s e — 

Q. Sure. 

A. — w h i l e you p r o d u c e . But Ya t e s 

o r i g i n a l l y had — t h e r e s e r v e s t h a t Y a t e s 

o r i g i n a l l y had a r e ab o u t o n e - t h i r d o f t h e 

r e m a i n i n g gas i n t h e p o o l . 

Q. Okay. And moving on t o E x h i b i t 10, 

j u s t a c o u p l e o f q u e s t i o n s . Page 2, a p o i n t o f 

c l a r i f i c a t i o n r e g a r d i n g Y a t e s ' p r o p o s e d w e l l — 

has t h e i n i t i a l p r o d u c i n g r a t e o f 2.8 m i l l i o n 

f e e t a day. T h a t ' s based on 70 p e r c e n t o f what 

A . Yes, s i r . 

Q. And even i f you have a t o t a l o f 7.25 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1779 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

16 

17 

18 

19 

20 

2 1 

2 2 

23 

24 

25 

66 

BHP i s p r o d u c i n g ? 

A. Yes, s i r . T h a t ' s based on t h e i d e a 

t h a t o u r w e l l i s as good as y o u r w e l l , w h i c h I 

t h i n k i s r e a l p r e s u m p t u o u s o f us, and i t ' s based 

on t h e i d e a t h a t t h e r e s e r v o i r i s q u i t e p e r m e a b l e 

so t h a t t h e c o n d i t i o n a r o u n d o ur w e l l i s g o i n g t o 

be s i m i l a r t o y o u r s . 

The o n l y r e a s o n y o u r w e l l d r o p p e d i n 

p r o d u c t i v i t y w i t h t i m e i s t h e p r e s s u r e goes 

down. And I'm assuming o ur w e l l w o u l d be l i k e 

y o u r w e l l , and i t w i l l t h e n have t h e same 

d e 1 i v e r a b i 1 i t y as y o u r w e l l , t a k e 70 p e r c e n t o f 

t h a t . 

Q. A n o t h e r q u e s t i o n on t h a t e x h i b i t . Are 

you s a y i n g t h a t J a n u a r y 1, 95, w o u l d b a s i c a l l y be 

t h e end o f p r o d u c t i o n f o r b o t h w e l l s ? 

A. No. No. I'm s a y i n g i t w o u l d be t h e 

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

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

P u f f e r S t a t e w e l l . And i t was n o t o f i n t e r e s t 

f o r t h e c o m p e t i t i o n between t h e w e l l s t o c a r r y i t 

on beyond t h a t . 

Q. So you w o u l d n ' t q u i t e , l o o k i n g a t t h e 

p r o p o s e d Y a t e s w e l l , you w o u l d n ' t q u i t e r e c o v e r 

a c c o r d i n g t o you 90 p e r c e n t o f t h e o r i g i n a l 
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1.95 --

A. No. No. 

Q. -- 1.95 Bcf ? 

A. No. No. T h i s 30 p e r c e n t p e n a l t y w i l l 

n o t r e c o v e r 90 p e r c e n t o f t h e gas t h a t was on our 

l e a s e . What I'm s a y i n g i s i t w i l l r e c o v e r 90 

p e r c e n t o f t h e gas t h a t ' s on our l e a s e now a f t e r 

some o f i t has moved -- a f t e r r e l a t i v e l y l i t t l e 

o f i t has moved o f f . 

Q. I was j u s t t r y i n g t o u n d e r s t a n d where 

you g o t t h a t f i g u r e . T h a t ' s a l l . 

And moving on t o y o u r E x h i b i t 1 1 , once 

a g a i n I f o r g e t what you've c a l l e d i t , b u t t h e 

n o - f l o w l i n e , t h e l i n e between — more or l e s s 

t h e h o r i z o n t a l l i n e c r o s s i n g between Y a t e s ' w e l l 

and t h e P u f f e r S t a t e w e l l , t h a t ' s based on Y a t e s 

p r o d u c i n g a t 70 p e r c e n t o f BHP's p r o d u c i n g r a t e ? 

A. Yes. T h a t ' s based on e x a c t l y t h e same 

t h i n g as i n t h a t t a b l e t h a t we j u s t t a l k e d about 

on page 2 o f E x h i b i t 10. 

Q. And i f Y a t e s ' w e l l was p r o d u c i n g a t a 

h i g h e r r a t e t h a n BHP, t h e n t h a t n o - f l o w b o u n d a r y , 

w o u l d t h a t move t o t h e s o u t h ? 

A. I n E x h i b i t 12 i s j u s t -- t h a t w e l l 

i s — t h e z e r o p e n a l t y i s t h e Y a t e s w e l l 
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p r o d u c i n g a t t h e same r a t e as t h e BHP w e l l , and 

t h a t n o - f l o w l i n e has moved s o u t h as shown on 

E x h i b i t 12. 

I guess i f y o u ' r e a s k i n g i f we've g o t 

t w i c e as good a w e l l as y o u , yeah, i t w o u l d move 

s o u t h , b u t do you r e a l l y e x p e c t t h a t ? 

Q. And moving back t o E x h i b i t 10, page 2, 

a g a i n how d i d you d e r i v e t h e r e c o v e r y f a c t o r ? 

A. The 90 p e r c e n t ? 

Q. Yes, s i r . 

A. I s a i d t h a t 90 p e r c e n t i s a n i c e 

r e c o v e r y f a c t o r f o r a good gas r e s e r v o i r . 

Q. Does t h a t --

A. I t depends how t h e -- I d o n ' t t h i n k 

t h e r e ' s any c o n f l i c t t h a t 85, 90, 92, s o m e t h i n g 

l i k e t h a t i s t h e k i n d o f r e c o v e r y f a c t o r . I t 

depends how low you can p u l l t h e p r e s s u r e and 

w h e t h e r you p u t a compressor on y o u r w e l l . I d i d 

i t down t o about 150 PSI. 

I d o n ' t know i f you guys w i l l o p e r a t e 

y o u r w e l l down t o 300 PSI o r down t o 50 PSI, b u t 

t h e r e c o v e r y f a c t o r i s g o i n g t o be 93 t o 85 

p e r c e n t . And any number w i t h i n t h a t r a n g e w i l l 

g i v e t h e same r e s u l t s f o r a l l t h e o t h e r 

p i c t u r e s . 
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Q. Does t h i s r e c o v e r y f a c t o r t a k e t h e 

w a t e r c o n t a c t l i n e i n t o a c c o u n t ? 

A. I t h i n k I know what y o u ' r e a s k i n g . My 

c a l c u l a t i o n s a r e a l l f o r a pancake r e s e r v o i r — 

i s what t h e y l o o k l i k e . I n my mind i t ' s n o t a 

pancake r e s e r v o i r , and t h a t ' s n o t what I'm 

c a l c u l a t i n g . But t h e numbers a r e — t h e r e ' s 

e q u a l gas under e v e r y b i t o f a r e a . 

The w a t e r c o n t a c t i s a t t h e edge o f t h e 

r e s e r v o i r , and I d o n ' t v i e w t h a t as a r e a l 

f a c t o r . The r e s e r v o i r does dome a l i t t l e , does 

bend down a l i t t l e and i s t h i n n e r on t h e edges. 

I t h i n k y o u ' r e g e t t i n g t o t h a t . 

And I j u s t i f i e d what I d i d because t h e 

b e s t p o r o s i t y i n t h e r e s e r v o i r i s a t t h e t o p . 

And so even on t h e edges, y o u ' r e g o i n g t o have 

a l l t h a t b e s t p o r o s i t y i n t h e r e s e r v o i r . L e s l i e 

t e l l s me t h e r e ' s some e v i d e n c e t h a t even down-dip 

you g e t a l i t t l e b e t t e r p o r o s i t y on t h e edges. 

So by t h e s e k i n d o f g e n e r a l a r g u m e n t s , 

I c o n v i n c e d m y s e l f t h a t t h e edges o f t h e 

r e s e r v o i r were as good as t h e s i d e s , as t h e 

m i d d l e , i n t e r m s o f gas i n p l a c e . 

Q. J u s t a c o u p l e f i n a l q u e s t i o n s . What i s 

Y a t e s ' w e l l c o s t e s t i m a t e ? Do you know, or do 

RODRIGUEZ-VESTAL REPORTING 
t fi O Fi \ q R fi - 1 7 7 9 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

1 6 

1 7 

18 

19 

20 

2 1 

2 2 

23 

24 

25 

7 0 

you have r o u g h l y an i d e a ? 

A. I ' v e n o t seen an AFE, b u t r o u g h l y i t ' s 

g o i n g t o be $500-, $600,000. 

Q. Are t h e r e any a d d i t i o n a l c o s t s o u t s i d e 

o f t h e w e l l i t s e l f , I mean f a c i l i t i e s ' c o s t s t h a t 

w o u l d have t o be added i n ? 

A. M i n o r ones. I do n o t know where we 

w o u l d s e l l t h e gas, and t h e i r hook-up c o s t s 

sometimes a r e s i g n i f i c a n t . But o t h e r t h a n t h a t 

$600,000 ought t o c o v e r what i t ' s g o i n g t o c o s t . 

Q. And now Y a t e s b o u g h t t h i s l e a s e k n o w i n g 

t h a t BHP had a l r e a d y been d r a i n i n g t h e r e s e r v o i r 

t o some e x t e n t ? 

A. The P u f f e r S t a t e w e l l s t a r t e d i n J u l y 

and was d r i l l e d e a r l i e r t h a n t h a t . By O c t o b e r 

t h e word s h o u l d have g o t t e n t o us. Yes, s i r . 

MR. BRUCE: Thank you, Dr. Boneau. 

EXAMINER STOGNER: Any r e d i r e c t ? 

MR. CARROLL: No, s i r . 

EXAMINER STOGNER: P o i n t s o f 

c l a r i f i c a t i o n . Dr. Boneau. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. I t a k e i t t h i s i s a 100 p e r c e n t w a t e r 

d r i v e r e s e r v o i r ? 
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A. No. There i s some w a t e r u n d e r n e a t h 

i t . I do n o t v i e w t h e w a t e r d r i v e as a c t i v e a t 

a l l . I'm n o t g o i n g t o t e l l you z e r o , b u t my 

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

t h i n k t h a t ' s a r e a s o n a b l y a c c u r a t e p i c t u r e o f 

wha t ' s g o i n g on. The P u f f e r w e l l has p r o d u c e d 

z e r o w a t e r . 

Q. So i t ' s e s s e n t i a l l y t h e p r e s s u r i z e d 

zone? 

A. I t ' s a — yeah, i t ' s an i s o l a t e d 

r e s e r v o i r f i l l e d w i t h gas — i s t h e b e s t s i m p l e 

a p p r o x i m a t i o n o f i t . 

Q. I n an i d e a l w o r l d , i f b o t h o f t h e s e 

w e l l s were owned and o p e r a t e d by t h e same 

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

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

c u r t a i l e d , w o u l d you have w a t e r encroachment i n 

any way? What w o u l d i t do t o t h e p r e s s u r e ? 

Would you s t i l l g e t t h e same amount o f 

gas o u t i f t h i s h o l d - b a c k — i f t h i s one w e l l 

were p i n c h e d back f o r some o d d b a l l r e a s o n i n t h e 

s i m p l i s t i c , i d e a l i s t i c s i t u a t i o n I'm coming up 

w i t h ? Or w o u l d t h e r e be any gas l e f t i n t h e 

g r o u n d i f b o t h w e l l s were n o t a b l e t o p e r f o r m t o 

t h e i r c a p a c i t y ? 
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A. The r e s e r v o i r has q u i t e good 

t r a n s m i s s i b i 1 i t y , p e r m e a b i l i t y , and I d o n ' t know 

t h a t t h e r e i s no w a t e r d r i v e , b u t t h e r e ' s a mi n o r 

w a t e r d r i v e . When you have a w a t e r d r i v e , t h e 

b e s t o p e r a t i n g p r o c e d u r e , t h e b e s t you can do i s 

t o p r o d u c e as f a s t as you can i n a l l cases I ' v e 

l o o k e d a t , as l o n g as you d o n ' t cone i n t h e w a t e r 

and t r y t o o u t r u n t h e w a t e r . You g e t t h e most 

gas o u t i f you t r y t o o u t r u n t h e w a t e r . 

So i f you had a s t r o n g w a t e r d r i v e , you 

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

as you c o u l d . 

Q. But you d o n ' t have a s t r o n g w a t e r 

dr i v e ? 

A. I d o n ' t t h i n k we have a s t r o n g w a t e r 

d r i v e . I n t h e absence o f a s t r o n g w a t e r d r i v e , 

i t d o e s n ' t m a t t e r what you do t o any s u b s t a n t i a l 

amount. You c o u l d t a k e — I'm c o n v i n c e d t h a t t h e 

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

c l e a r l y t h e P u f f e r S t a t e w e l l c o u l d d r a i n t h i s 

w h o l e r e s e r v o i r . 

I n an i d e a l w o r l d somebody w o u l d 

p r o b a b l y u n i t i z e i t o r s h a r e t h e o w n e r s h i p so you 

o n l y d r i l l e d one w e l l . 

MR. STOVALL: W r i t e t h a t word down. 
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EXAMINER STOGNER: U n i t i z e w i t h a 

c a p i t a l "U." 

Q. Are you f a m i l i a r w i t h any r e g i o n a l d r i p 

o u t t h e r e as f a r as t h e w e l l t h a t i s a c t u a l l y 

d r i l l i n g and i n such an a c t i v e g e o l o g i c area? 

Have you had any e x p e r i e n c e w i t h t h a t ? 

Or p e r h a p s I s h o u l d ask one o f y o u r 

o t h e r w i t n e s s e s , Mr. C a r r o l l ? 

A. Whether you can d r i l l v e r t i c a l w e l l s , 

r e a l l y v e r t i c a l ? I s t h a t what y o u ' r e — 

Q. How much o f f a r e we g o i n g t o be? 

A. I d o n ' t know t h e d r i f t on t h e P u f f e r 

S t a t e w e l l . P r o b a b l y BHP does. But I'm t h e 

l e a s t q u a l i f i e d p e r s o n i n t h e room t o answer 

o t h e r t h a n t h e l a w y e r s p r o b a b l y . 

MR. CARROLL: I t h i n k Ms. Bentz may 

have some i n f o r m a t i o n . 

EXAMINER STOGNER: Ms. Bentz? 

MS. BENTZ: As you l o n g as you d r i l l 

n e a r t h e t o p o f t h e s t r u c t u r e , t h e r e ' s p r o b a b l y 

s l i g h t d i p . And so p r o b a b l y I w o u l d s u s p e c t you 

w o u l d n o t g e t ov e r a degree or two o f d e v i a t i o n . 

I f a w e l l was d r i l l e d on t h e v e r y edge o f i t 

where t h e beds were s t e e p l y d i p p i n g , you c o u l d 

have a d e v i a t i o n p r o b l e m , and i t w o u l d move 
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up-d i p. 

EXAMINER STOGNER: So r e g a r d l e s s i t 

w o u l d move away f r o m t h e l e a s e l i n e i f what you 

t e l l me i s c o r r e c t ? 

MS. BENTZ: The bed -- y o u r h o l e w i l l 

d r i f t u p - d i p . So d e p e n d i n g on where t h e most 

l o c a l i z e d u p - d i p i s i s w h i c h way i t w o u l d go. 

And I s u s p e c t i n t h i s w e l l , u n l e s s we f o r some 

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

away f r o m t h e l e a s e l i n e p r o b a b l y , we w o u l d n ' t 

have any r e a l d e v i a t i o n p r o b l e m s . 

EXAMINER STOGNER: I'm g o i n g t o r e s e r v e 

coming back w i t h t h a t q u e s t i o n t o Y a t e s p e r h a p s 

a f t e r I hear t h e BHP t e s t i m o n y . The w o r s t 

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

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

s i n c e we a r e t a l k i n g 330 f e e t . 

I have no o t h e r q u e s t i o n s . 

MS. BENTZ: We do t h o s e r o u t i n e l y as we 

d r i l l anyway, n o t n e c e s s a r i l y — j u s t a d e v i a t i o n 

s u r v e y . I f you go ov e r 3 o r 4 de g r e e s d e v i a t i o n 

a p p r o a c h i n g 5 d e g r e e s , as o u t l i n e d by t h e s t a t e , 

t h e n we w o u l d r o u t i n e l y do a d i r e c t i o n a l s u r v e y . 

But one or two de g r e e s we g e n e r a l l y d o n ' t do a 

d i r e c t i o n a l s u r v e y . 
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EXAMINER STOGNER: Okay. Are t h e r e any 

o t h e r q u e s t i o n s o f Dr. Boneau? I f n o t , he may be 

exc u s e d . L e t ' s t a k e a n o t h e r 2 0 - m i n u t e r e c e s s . 

S i n c e i t ' s h a r d t o g e t i n t o a r e s t a u r a n t a r o u n d 

h e r e a t noon, we w i l l come back a f t e r our 

2 0 - m i n u t e r e c e s s and f i n i s h t h i s up and t h e n we 

can a l l go e a t on our m e r r y way l a t e r on t h i s 

a f t e r n o o n . 

[A r e c e s s was t a k e n . ] 

EXAMINER STOGNER: T h i s h e a r i n g w i l l 

come t o o r d e r . 

Mr. B r u c e . 

WILLIAM J. MORRIS 

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

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

EXAMINATION 

BY MR. BRUCE: 

Q. Would y o u , p l e a s e , s t a t e y o u r name and 

c i t y o f r e s i d e n c e f o r t h e r e c o r d ? 

A. My name i s W i l l i a m J. M o r r i s . I r e s i d e 

i n Woodlands, Texas. 

Q. And who a r e you employed by i n t h i s 

case and i n what c a p a c i t y ? 

A. I'm a c o n s u l t i n g g e o l o g i s t employed by 

BHP P e t r o l e u m t o r e p r e s e n t t h e i r g e o l o g i c a l 
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i n t e r e s t s . 

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

t h e D i v i s i o n as an e x p e r t p e t r o l e u m g e o l o g i s t ? 

A . Yes, I have. 

Q. Are you f a m i l i a r w i t h t h e g e o l o g y 

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

A. Yes, I am. 

MR. BRUCE: Mr. Examiner, I t e n d e r Mr. 

M o r r i s as an e x p e r t p e t r o l e u m g e o l o g i s t . 

EXAMINER STOGNER: Are t h e r e any 

o b j e c t i o n s ? 

MR. CARROLL: None. 

EXAMINER STOGNER: Mr. M o r r i s i s so 

q u a l i f i e d . 

Q. (BY MR. BRUCE) Mr. M o r r i s , w o u l d y o u , 

p l e a s e , r e f e r t o E x h i b i t 1 and d i s c u s s t h e 

c o n t e n t s o f t h a t f o r t h e Examiner? 

A. Yes. C o u l d I g e t a copy o f i t ? 

Q . No . 

A. I c o u l d t a l k f r o m memory b u t -- E x h i b i t 

1 i s a map on t o p o f t h e Montoya d o l o m i t e t h a t I 

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

shown w i t h t h e y e l l o w o u t l i n e . Y a t e s ' i s shown 

w i t h t h e g r e e n . The t h r e e w e l l s c i r c l e d i n b l u e 

a r e P e n n s y l v a n i a n gas w e l l s t h a t have p r o d u c e d a t 
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one t i m e o r a n o t h e r . And t h e w e l l c o l o r e d i n r e d 

i s t h e BHP P u f f e r w e l l , and t h e r e d c i r c l e 

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

s e e k i n g i n t h i s a p p l i c a t i o n . 

The r e d shaded a r e a i s t h e a r e a t h a t I 

b e l i e v e i s where t h e gas i s c o n t a i n e d i n t h i s 

r e s e r v o i r . I t ' s based on t h e l o g o f t h e BHP 

w e l l . I b e l i e v e t h e g a s - w a t e r c o n t a c t t o be a t 

a p p r o x i m a t e l y minus 2550. 

The f a u l t s t h a t I have i n t e r p r e t e d on 

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

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

most o f t h e M o n t o y a - O r d o v i c i a n p r o d u c t i o n has 

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

f a u l t s . The map shows t h a t t h e BHP w e l l i s 

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

Q. Now, Mr. M o r r i s , I j u s t made a 

r e f e r e n c e t h a t you've done t h i s s e v e r a l t i m e s . 

There have been t h r e e s e p a r a t e c a s e s , have t h e r e 

n o t , i n v o l v i n g w e l l s i n t h i s area? 

A. T h i s i s t h e t h i r d one, I b e l i e v e , y e s . 

Q. And t h e f i r s t one was i n i t i a l l y f o r 

BHP's p r o p o s e d w e l l ; i s t h a t c o r r e c t ? 

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

Q. The second case i n v o l v e d t h e C o l l i n s & 
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Ware w e l l i n t h e s o u t h e a s t q u a r t e r o f S e c t i o n 14? 

A. That 1 s r i g h t . 

Q. And t h i s w o u l d be t h e t h i r d case; i s 

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

A. T h a t ' s e x a c t l y r i g h t . 

Q. Has y o u r g e o l o g y r e m a i n e d s u b s t a n t i a l l y 

t h e same t h r o u g h o u t t h i s ? 

A. B a s i c a l l y i t has a l m o s t r e m a i n e d 

e x a c t l y t h e same o t h e r t h a n t h e p l a c e m e n t o f a 

few f a u l t s w h i c h have been changed based on 

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

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

t h e n o r t h e a s t t o t h e s o u t h w e s t i n t o S e c t i o n 23, 

you i n i t i a l l y had t h a t more -- or I s h o u l d say a t 

t h e C o l l i n s & Ware h e a r i n g you t h o u g h t t h a t w e l l 

was more e a s t t o w e s t , d i d you n o t ? 

A. I p l a c e d i t i n t h e r e e a s t t o west based 

on t h e f a c t t h a t t h e y had s h o t some s e i s m i c d a t a 

i n t h e r e and a t t h e i r l o c a t i o n t h e y were t r y i n g 

t o g e t i n t o t h e same r e s e r v o i r t h a t we were i n . 

Q. And t h e y d i d n ' t g e t i n t o i t ? 

A. No. T h a t ' s r i g h t . That w e l l was 

down-thrown. 

Q. Now, you were h e r e and l i s t e n e d t o 

Y a t e s ' g e o l o g i s t t e s t i f y , d i d n ' t you? 

RODRIGUEZ-VESTAL REPORTING 
( 5 0 5 ) 9 8 8 - 1 7 7 9 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

15 

1 6 

1 7 

18 

19 

20 

2 1 

22 

2 3 

24 

25 

79 

A. Yes, I d i d . 

Q. Do you c o n s i d e r h er i n t e r p r e t a t i o n 

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

A. Not r e a l l y . Hers i s a more c o m p l i c a t e d 

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

s t u f f . I d o n ' t have — I c a n ' t r e a l l y d i s a g r e e 

w i t h e v e r y t h i n g t h a t she s a y s . She p r e s e n t e d a 

f i n e case f o r her g e o l o g i c a l model. 

Q. Two g e o l o g i s t s w o u l d d i s a g r e e t o a 

c e r t a i n e x t e n t on some i s s u e s , p e r h a p s j u s t l i k e 

two a t t o r n e y s ; r i g h t ? 

A. I n t h i s case I t h i n k any two g e o l o g i s t s 

w o u l d come up w i t h a s l i g h t l y d i f f e r e n t p i c t u r e 

u s i n g a l l o f t h e same d a t a . 

Q. Now, i n y o u r o p i n i o n when BHP d r i l l e d 

t h e i n i t i a l w e l l i n t h i s p o o l , d i d i t t a k e q u i t e 

a r i s k ? 

A. I t t o o k c o n s i d e r a b l e r i s k , I b e l i e v e , 

y e s . 

Q. And i n y o u r o p i n i o n s h o u l d t h e r e be a 

p e n a l t y on p r o d u c t i o n on BHP 1s w e l l ? 

A. A b s o l u t e l y n o t . BHP -- t h e r e were 

t h r e e w e l l s t h a t have a l r e a d y been d r i l l e d t o t h e 

Montoya f o r m a t i o n p r i o r t o BHP d r i l l i n g a w e l l . 

And BHP, based on t h e i r s e i s m i c d a t a t h a t t h e y 
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had s h o t , chose t h e l o c a t i o n i n t h e c e n t e r o f 

t h e s e t h r e e w e l l s . And t h e r e was c o n s i d e r a b l e 

r i s k d r i l l i n g i n t h e c e n t e r o f t h r e e w e l l s . 

Q. Based on y o u r i n t e r p r e t a t i o n , what i s 

t h e t h i c k n e s s o f t h e Montoya a t y o u r l o c a t i o n ? 

A. The e n t i r e d o l o m i t e s e c t i o n o u t of 

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

l i k e , 400 f e e t t o t a l . I b e l i e v e t h e t o t a l gas 

column, w h i c h you may be i n t e r e s t e d , i s somewhere 

l i k e 170 f e e t . 

Q. Does y o u r i n t e r p r e t a t i o n g i v e a s i m i l a r 

t h i c k n e s s a t t h e Y a t e s ' l o c a t i o n ? 

A. Yes. I show i t t o be r e l a t i v e l y f l a t . 

I t c o u l d come i n h i g h o r low. 

Q. Okay. And t h a t w o u l d a l s o a g r e e w i t h 

Y a t e s ' g e o l o g i s t , w o u l d i t n o t ? 

A. Yes, i t w o u l d . 

Q. Would y o u , p l e a s e , move on t o E x h i b i t 2 

and d i s c u s s t h e f a u l t i n g i n t h e a r e a i n more 

d e t a i l ? 

A. Okay. T h i s c r o s s - s e c t i o n i s t h e same 

c r o s s - s e c t i o n or c o n t a i n s t h e same w e l l s t h a t t h e 

Y a t e s 1 g e o l o g i s t p r e s e n t e d , and I b e l i e v e t h e 

p i c k s a r e q u i t e s i m i l a r , a l m o s t e x a c t l y t h e same 

as a m a t t e r o f f a c t . 
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I made t h i s c r o s s - s e c t i o n t o document 

t h e f a u l t i n g i n t h e a r e a . I ' v e made a l i t t l e b i t 

s i m p l e r i n t e r p r e t a t i o n f r o m what Y a t e s has made 

o u t h e r e . But you can see t h a t t h e R a u l t w e l l i n 

S e c t i o n 24 i s c l e a r l y down-thrown t o t h e BHP w e l l 

i n t h e same s e c t i o n . And t h e y ' r e l e s s t h a n a 

m i l e — w e l l , t h e y ' r e l e s s t h a n a h a l f a m i l e 

a p a r t . 

So i t ' s been my e x p e r i e n c e o u t h e r e 

t h a t most o f t h e s e a r e n e a r - v e r t i c a 1 f a u l t s , 

h i g h - a n g l e r e v e r s e f a u l t s , i f you w i l l . And 

based on t h e s e i s m i c d a t a , I b e l i e v e t h a t f a u l t 

i s p r e t t y c l o s e t o t h a t R a u l t w e l l . And I have 

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

270 or so, 273, s o m e t h i n g l i k e t h a t on t h e map. 

The o t h e r f a u l t , m a j o r f a u l t t h a t I 

show, a l s o shows a p p r o x i m a t e l y 200 f e e t of 

d i s p l a c e m e n t . And t h a t ' s i n t h e R a u l t w e l l i n 

S e c t i o n 13. And b a s i c a l l y Y a t e s i s t r y i n g t o 

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

t h a t f a u l t . 

Q. What i s t h e t o t a l v e r t i c a l d i s p l a c e m e n t 

on t h e f a u l t s ? 

A. I d o n ' t have t h e e x a c t number, b u t i t ' s 

a p p r o x i m a t e l y 200 f e e t . I t may be 250 f e e t 
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t o t a l . 

Q. I s t h a t a s u b s t a n t i a l f i g u r e f o r 

d i s p l a c e m e n t i n Montoya i n t h i s area? 

A. Yes, i t i s . I t ' s q u i t e s u b s t a n t i a l . 

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

t y p e o f — s i m i l a r t y p e f i e l d s , b u t t h e t h r o w on 

t h e f a u l t s i s g e n e r a l l y a r o u n d 100 f e e t or so. 

Q. What i s BHP r e q u e s t i n g i n t h i s case? 

A. BHP i s r e q u e s t i n g t h a t t h e Commission 

p r o t e c t t h e i r c o r r e l a t i v e r i g h t s and n o t a l l o w 

Y a t e s t o p r o d u c e any gas t h a t i s on BHP's l e a s e s . 

Q. I s BHP o b j e c t i n g t o t h e d r i l l i n g o f t h e 

w e l l ? 

A. No, t h e y a r e n o t . 

Q. But what a r e t h e y r e q u e s t i n g ? 

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

c o r r e l a t i v e r i g h t s on our l e a s e . 

Q. By means o f a p e n a l t y assessment? 

A. T h a t ' s e x a c t l y r i g h t , y e s . 

Q. And w i l l t h e e n g i n e e r d i s c u s s t h a t i n a 

few m i n u t e s ? 

A. I be 1 i eve so. 

Q. F i n a l q u e s t i o n , Mr. M o r r i s . What 

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

a b o u t d r i f t i n t h e w e l l . Do you have any 
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comments on t h a t ? 

A. B a s i c a l l y I agr e e w i t h what Y a t e s 1 

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

t h e a r e a , t h e w e l l w i l l d r i f t i n an u p - d i p 

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

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

Q. Towards t h e s o u t h l i n e o f s e c t i o n --

A. Towards t h e common bo u n d a r y o f t h e two 

l e a s e s . And t h a t ' s assuming t h a t t h e i r w e l l 

w o u l d come i n down-dip. 

Q. But i t m i g h t be f l a t ? 

A. I t c o u l d be f l a t , y e s . I b e l i e v e i n 

t h e BHP w e l l t h a t we had a maximum d e v i a t i o n a t 

t h e b o t t o m o f t h e h o l e o f a r o u n d 2 d e g r e e s . 

Q. Were E x h i b i t s 1 and 2 p r e p a r e d by you 

or u n d e r y o u r d i r e c t i o n ? 

A. Yes, t h e y were. 

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

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

and t h e p r e v e n t i o n o f waste? 

A. Yes, i t i s . 

MR. BRUCE: Mr. Examiner, I move t h e 

a d m i s s i o n o f BHP E x h i b i t s 1 and 2. 

EXAMINER STOGNER: Are t h e r e any 

o b j e c t i o n s ? 
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MR. CARROLL: None. 

EXAMINER STOGNER: E x h i b i t s 1 and 2 

w i l l be a d m i t t e d i n t o e v i d e n c e a t t h i s t i m e . I n 

r e v i e w i n g t h e c r o s s - s e c t i o n -- I'm s o r r y . 

Mr. C a r r o l l , I'm s o r r y a b o u t t h a t . 

Your w i t n e s s . 

MR. CARROLL: J u s t a c o u p l e o f 

q u e s t i o n s . 

EXAMINATION 

BY MR. CARROLL: 

Q. Mr. M o r r i s , r e f e r r i n g t o y o u r E x h i b i t 

No. 1 and t h e main n o r t h - s o u t h t r e n d i n g f a u l t , 

w h i c h r u n s i t ' s t h e b l a c k l i n e g o i n g up and 

down y o u r e x h i b i t t h a t r u n s v e r y c l o s e t o t h e 

p r o p o s e d l o c a t i o n , when BHP p r o p o s e d i t s 

u n o r t h o d o x l o c a t i o n t o t h e Commission and i s t h e 

f i r s t case t h a t you r e f e r r e d t o , t h e f a u l t o r 

t h a t v e r y f a u l t a c t u a l l y was drawn more t o t h e 

e a s t o f where i t i s and i n f a c t a n g l e d i n an 

e a s t e r l y d i r e c t i o n ; i s n ' t t h a t c o r r e c t ? 

A. I b e l i e v e t h a t ' s r i g h t , y e s . 

Q. So n o t o n l y has t h e f a u l t l i n e t h a t 

r u n s f r o m t h e west t o t h e e a s t j u s t above and 

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

y o u r p i c t u r e , b u t a l s o t h i s n o r t h - s o u t h has 
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changed t h e n ? 

A. T h a t ' s r i g h t . 

Q. B o t h f a u l t s ? 

A. T h a t ' s r i g h t . S i n c e BHP d r i l l e d t h e i r 

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

d a t a , BHP l i n e 91-9, w h i c h i s a n o r t h - s o u t h l i n e , 

and BHP l i n e 91-8, w h i c h i s an e a s t , b a s i c a l l y an 

e a s t - w e s t l i n e t h a t goes t h r o u g h S e c t i o n s 13 and 

14. We s h o t t h o s e and t h a t gave us t h e c o n t r o l 

t o move t h e f a u l t f u r t h e r t o t h e w e s t . 

Q. Were t h o s e l i n e s t h e ones t h a t were 

t r a d e d t o Ya t e s P e t r o l e u m ? 

A. Yes, t h e y were. 

Q. So you a r e aware t h a t Ms. Bentz i n her 

i n t e r p r e t a t i o n had t h e a d v a n t a g e o f b o t h o f t h o s e 

1 i n e s ? 

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

Q. Now, Mr. M o r r i s , when you were t a l k i n g 

w i t h Mr. Bruce a m i n u t e ago about BHP t a k i n g 

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

w e l l , y o u ' r e n o t a l l u d i n g t o or t r y i n g t o t e l l or 

t a k e t h e p o s i t i o n t h a t because BHP t o o k 

c o n s i d e r a b l e r i s k t h a t t h e y s h o u l d be e n t i t l e d t o 

p r o d u c e gas t h a t does n o t u n d e r l i e t h e i r a c r e a g e , 

a r e you? 
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A. Oh, no. No, I d i d n ' t i n t e n d t h a t . 

Q. And w o u l d n ' t you a l s o agree t h a t i n 

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

can c a l l t h e Y a t e s w e l l a d e v e l o p m e n t w e l l , a r e 

a l s o e x t r e m e l y r i s k y o r a l m o s t as r i s k y as t h e 

v e r y f i r s t w e l l t h a t BHP d r i l l e d ? 

A. I t i s a l m o s t as r i s k y b u t n o t q u i t e 

because BHP has f o u n d t h e r e t o be gas p r o d u c t i o n 

t h e r e . So t h a t does l e s s e n t h e i r r i s k . 

Q. And w i t h r e s p e c t t o c o r r e l a t i v e r i g h t s , 

y o u r u n d e r s t a n d i n g i s t h a t each l e a s e owner o r 

o p e r a t o r s h o u l d have an o p p o r t u n i t y t o p r o d u c e 

t h e gas t h a t u n d e r l i e s h i s p a r t i c u l a r l e a s e ? 

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

MR. CARROLL: T h a t ' s a l l I have. 

EXAMINER STOGNER: Mr. Br u c e , any 

r e d i r e c t ? 

MR. BRUCE: No. 

EXAMINER STOGNER: I'm g l a d I l e t you 

ask t h a t q u e s t i o n . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. You h e a r d Ms. B e n t z ' t e s t i m o n y 

c o n c e r n i n g t h e age, and I'm l o o k i n g a t t h e 

p o s s i b i l i t y o f f i n a l l y g e t t i n g a p o o l name 
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d e s i g n a t e d t o t h i s . You c a l l i t Montoya? 

A. Yes. 

Q. Do you have any p r o b l e m w i t h t h e 

S i l u r o - O r d o v i c i a n Age o f t h i s p a r t i c u l a r r o c k ? 

A. Montoya i s O r d o v i c i a n Age r o c k . I 

d o n ' t have a p r o b l e m w i t h c a l l i n g i t O r d o v i c i a n . 

I may have some p r o b l e m s c a l l i n g i t S i l u r i a n . 

Q. I s t h e r e S i l u r i a n o u t h e r e , or i s 

t h a t ' s w h a t's between — 

A. Based on my i n t e r p r e t a t i o n s f o r t h e 

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

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

f u r t h e r t o t h e e a s t . But l i k e she s a i d , i t ' s n o t 

r e a l easy t o t e l l . 

Q. When you t a l k S i l u r i a n , a r e you t a l k i n g 

f o r m a t i o n o r an age? 

A. I'm t a l k i n g age i n t h i s case. 

Q. Okay. So i n y o u r o p i n i o n t h e r e ' s no 

S i l u r i a n Age r o c k ? 

A. I b e l i e v e a l l o f t h e l o w e r P a l e o z o i c 

r o c k s i n t h i s a r e a a r e O r d o v i c i a n i n age, 

p o s s i b l y Cambrian. 

MR. STOVALL: Mr. B r u c e , I d o n ' t t h i n k 

i t ' s a t t o r n e y s d i s a g r e e i n g . I t h i n k i t ' s 

a t t o r n e y s s p e a k i n g f o r g e o l o g i s t s d i s a g r e e i n g . 
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THE WITNESS: G e n e r a l l y t h e s t a t e c a l l s 

t h e s e r e s e r v o i r s P r e - P e r m i a n i n age and s t u f f . 

And I d o n ' t r e a l l y l i k e t h a t r e a l w e l l . 

EXAMINER STOGNER: I t ' s 

P o s t - P r e c a m b r i a n . 

I have no o t h e r q u e s t i o n s o f Mr. M o r r i s 

a t t h i s t ime. 

MR. STOVALL: I have one q u e s t i o n I ' d 

1 i k e t o ask him. 

EXAMINATION 

BY MR. STOVALL: 

Q. Am I c o r r e c t i n my l o o k i n g a t y o u r 

i n t e r p r e t a t i o n and Ms. B e n t z ' t h a t p r o b a b l y one 

of t h e most s i g n i f i c a n t d i f f e r e n c e s i s — i t 

l o o k s l i k e she's g o t k i n d o f a r e v e r s e f a u l t and 

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

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

A. Yeah, t h a t w o u l d be t h e ma j o r 

d i f f e r e n c e s and s t u f f . But I t a l k e d t o BHP's 

g e o p h y s i c i s t t h i s week, and he f e l t l i k e t h e r e 

was e v i d e n c e t o b r i n g i t even f u r t h e r t o t h e 

s o u t h i n S e c t i o n 24, p o s s i b l y i n t o 25 or 26. 

Now, I d i d n ' t r e a l l y examine t h e d a t a a f t e r he 

s a i d t h a t o r a n y t h i n g . But he m e n t i o n e d t h a t he 

c o u l d make a case f o r t h a t . 
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And where you p i c k t h e s e f a u l t s and how 

you p i c k them i s v e r y i n t e r p r e t a t i o n a l , and I 

t h i n k Ms. Bentz w o u l d a g r e e w i t h t h a t . 

MR. STOVALL: I have no o t h e r 

q u e s t i o n s . 

EXAMINER STOGNER: Thank you. You may 

be e x c u s e d . 

Mr. Bruce? 

MR. BRUCE: I'm s u r p r i s e d Mr. S t o v a l l 

i s a s k i n g g e o l o g i c a l q u e s t i o n s . 

MR. STOVALL: Once i n a w h i l e . 

EXAMINER STOGNER: No, y o u ' r e n o t 

s u r p r i s e d . 

MR. STOVALL: I t h i n k my g e o l o g i c a l 

q u e s t i o n i s : I s n ' t y o u r r e d a r e a a l i t t l e 

d i f f e r e n t shape t h a n h i s r e d area? 

EXAMINER STOGNER: Mr. Bruce. 

JULIE ANN FERRERO 

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

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

EXAMINATION 

BY MR. BRUCE: 

Q. Would you, p l e a s e , s t a t e y o u r name and 

c i t y o f r e s i d e n c e f o r t h e Examiner? 

A. My name i s J u l i e Ann F e r r e r o . I l i v e 
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i n H o u s t o n , Texas. 

Q. And who a r e you employed by and i n what 

capac i t y ? 

A. I work f o r BHP P e t r o l e u m . C u r r e n t l y 

I'm a r e s e r v o i r e n g i n e e r . 

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

b e f o r e t h e D i v i s i o n as an e n g i n e e r ? 

A . No . 

Q. W i l l y o u , p l e a s e , o u t l i n e y o u r 

e d u c a t i o n a l and work e x p e r i e n c e ? 

A. I g r a d u a t e d f r o m Penn S t a t e U n i v e r s i t y 

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

n a t u r a l gas e n g i n e e r i n g i n 1989. S h o r t l y 

t h e r e a f t e r I s t a r t e d w o r k i n g f o r BHP. I ' v e been 

w o r k i n g f o r them f o r a b o u t t w o - a n d - a - h a l f y e a r s , 

and I'm t h e i r r e s e r v o i r e n g i n e e r f o r t h e 

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

Texas and s o u t h e a s t New Me x i c o . 

Q. Are you f a m i l i a r w i t h e n g i n e e r i n g 

m a t t e r s r e l a t e d t o t h i s case and t o t h e P u f f e r 

S t a t e w e l l ? 

A. Yes, I am. 

MR. BRUCE: Mr. Examiner, I t e n d e r Mr. 

F e r r e r o as an e x p e r t p e t r o l e u m e n g i n e e r . 

EXAMINER STOGNER: Are t h e r e any 
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o b j e c t i o n s ? 

MR. CARROLL: None. 

EXAMINER STOGNER: Miss F e r r e r o i s so 

q u a l i f i e d . I s i t --

THE WITNESS: Mrs. F e r r e r o . 

EXAMINER STOGNER: Mrs. F e r r e r o . 

MR. BRUCE: F - e - r - r - e - r - o , Mr. 

Examin e r . 

EXAMINER STOGNER: Thank y o u, Mr. 

Bru c e . 

Q. (BY MR. BRUCE) F i r s t o f f , a t what r a t e 

i s BHP p r o d u c i n g i t s P u f f e r S t a t e w e l l ? 

A. I t ' s c u r r e n t l y p r o d u c i n g a r o u n d 4 

m i l l i o n a day. I t ' s a b o u t 50 p e r c e n t o f i t s 

p o t e n t i a l . 

Q. So t h e w e l l i s a c t u a l l y c a p a b l e o f 

p r o d u c i n g a b o u t 8 m i l l i o n a day; i s t h a t c o r r e c t ? 

A. T h a t ' s r i g h t . The AOF f o r t h e w e l l was 

7.9 m i l l i o n . 

Q. Why i s BHP p r o d u c i n g a t o n l y 50 p e r c e n t 

o f i t s p o t e n t i a l ? 

A. We b e l i e v e t h a t i f we p r o d u c e i t a t a 

h i g h e r r a t e , w a t e r encroachment w i l l o c c u r , w h i c h 

w o u l d r e d u c e our sweep e f f i c i e n c y and l e a v e 

r e s e r v e s b e h i n d c a u s i n g economic w a s t e . 
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Q . Now, you were s i t t i n g h e r e l i s t e n i n g t o 

Y a t e s 1 e n g i n e e r t e s t i f y , were you n o t ? 

A. Yes, I was. 

Q. And I b e l i e v e t h e e n g i n e e r t e s t i f i e d 

t h a t i f a p e n a l t y was a s s e s s e d , t h e p e n a l t y 

s h o u l d o n l y be 30 p e r c e n t ; do you r e c a l l t h a t ? 

A. Yes, t h a t ' s what he s a i d . 

Q. Do you t h i n k t h i s r e q u e s t i s 

r e a s o n a b l e ? 

A. H i s r e q u e s t was 30 p e r c e n t o f what BHP 

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

Q. A 30 p e r c e n t p e n a l t y ? 

A. Yes. 

Q. And so, i n o t h e r w o r d s , a 70 p e r c e n t 

a l l o w a b l e ; r i g h t ? 

A. T h a t ' s r i g h t . 

Q. I f i t was 70 p e r c e n t o f t h e w e l l s , i f 

t h e a l l o w a b l e was f i x e d a t 70 p e r c e n t o f Y a t e s ' 

w e l l ' s p o t e n t i a l , do you t h i n k t h a t w o u l d be 

f a i r ? 

A. Of t h e Y a t e s ' w e l l p o t e n t i a l ? 

Q. Yes. 

A. No, I do n o t . 

Q. Why n o t ? 

A. We a r e c u r r e n t l y p r o d u c i n g a t 50 
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p e r c e n t o f t h e p o t e n t i a l , and i f t h e y had a 

l e s s e r p e n a l t y t h a n we're even p r o d u c i n g o ur w e l l 

a t , I d o n ' t t h i n k t h a t -- t h a t p e n a l t y t o us i s 

m e a n i n g l e s s . 

Q. I t c o u l d r e s u l t i n t h e Ya t e s w e l l 

p r o d u c i n g a t a h i g h e r r a t e ? 

A. R i g h t . They w o u l d p r o d u c e i t -- we 

a r e , i f you want t o c a l l what we're p r o d u c i n g a t 

as a 50 p e r c e n t p e n a l t y , t h e n t h e y w o u l d have a 

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

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

r a t e t h a n we a r e . 

Q. BHP has a s e l f - i m p o s e d p e n a l t y a t t h i s 

t i m e ? 

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

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

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

harm t h e r e s e r v o i r ? 

A. Yes, i t c o u l d . I b e l i e v e t h a t i t w o u l d 

r e d u c e t h e sweep e f f i c i e n c y o f t h e r e s e r v o i r . 

Q. I n summary, what does BHP -- what t y p e 

o f p e n a l t y does BHP r e q u e s t a g a i n s t t h e Y a t e s ' 

p r o p o s e d w e l l ? 

A. BHP i s n ' t opposed t o Ya t e s d r i l l i n g a 

w e l l , b u t we do t h i n k t h a t a 75 p e r c e n t p e n a l t y 
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w o u l d be a p p l i c a b l e . 

Q. That w o u l d be based on t h e w e l l ' s 

p o t e n t i a l ? 

A. The Y a t e s ' w e l l p o t e n t i a l , y e s , t h a t ' s 

c o r r e c t . 

Q. Would you r e f e r t o E x h i b i t 3 and 

d i s c u s s i t s c o n t e n t s f o r t h e Examiner? 

A. These a r e p r o d u c t i o n p e n a l t y 

c a l c u l a t i o n s t h a t I have made. The f i r s t one, 

" ( a ) Based on r e s e r v o i r a r e a " i s u s i n g our 

maps. And i t shows, BHP E x h i b i t No. 1 shows 17 

a c r e s i n S e c t i o n 13, t h e Y a t e s s e c t i o n . And I 

have p l a n i m e t e r e d 271 a c r e s i n t h e e n t i r e 

r e s e r v o i r shaded i n r e d . And j u s t based on a 

s t r i c t r a t i o , t h a t w o u l d be a 6.3 p e r c e n t 

a l l o w a b l e and a 94 p e r c e n t p r o d u c t i o n p e n a l t y . 

P a r t ( b ) i s based on d i s t a n c e . S i m p l y 

t h e y a r e — t h e Ya t e s p r o p o s e d l o c a t i o n i s 330 

f e e t f r o m t h e common l e a s e l i n e . And our P u f f e r 

S t a t e l o c a t i o n i s 660 f e e t , so t h a t w o u l d be a 50 

p e r c e n t p e n a l t y . 

Q. And 160 f e e t f r o m t h e common l e a s e l i n e 

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

d i r e c t i o n ? 

A. That i s c o r r e c t . 
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Q. Now, you m e n t i o n e d t h a t a 93.7 p e r c e n t 

p e n a l t y , you d o n ' t t h i n k anybody w o u l d d r i l l a t 

t h a t p e n a l t y ? 

A. I do n o t b e l i e v e anybody w o u l d d r i l l a t 

a 94 p e r c e n t p e n a l t y , no. 

Q. I b e l i e v e you've s t a t e d t h a t you d o n ' t 

t h i n k a n y t h i n g such as Y a t e s has r e q u e s t e d w o u l d 

be f a i r t o BHP; i s t h a t c o r r e c t ? 

A. T h a t ' s c o r r e c t . I b e l i e v e s o m e t h i n g i n 

between t h e 50 p e r c e n t and t h e 94 p e r c e n t w o u l d 

be what we w o u l d r e q u e s t , and t h a t ' s why I ' v e 

come up w i t h t h e 75 p e r c e n t p e n a l t y . 

Q. And once a g a i n t h a t p e n a l t y s h o u l d be 

based on t h e p o t e n t i a l o f Y a t e s ' w e l l ; i s t h a t 

c o r r e c t ? 

A. T h a t ' s r i g h t . And I b e l i e v e t h a t t h e 

w e l l w o u l d be t e s t e d q u a r t e r l y and t h e a l l o w a b l e 

a d j u s t e d a c c o r d i n g l y . 

Q. Now, Ya t e s p r e s e n t e d an e x h i b i t w h i c h 

showed a 90 p e r c e n t r e c o v e r y f a c t o r . Do you 

agre e w i t h t h a t ? 

A. No, I do n o t . I b e l i e v e t h a t t h e r e i s 

a s t r o n g w a t e r d r i v e i n t h i s r e s e r v o i r . We, 

based on o u r mapping a t t h e i r w a t e r c o n t a c t t h a t 

Mr. M o r r i s s a i d was 2550, below t h a t we f e e l t h a t 
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t h e r e a r e two w e l l s w i t h v e r y good r o c k q u a l i t y . 

And we t h i n k t h a t t h e r e i s a l a r g e a q u i f e r . And 

t h e r e f o r e I b e l i e v e c l o s e r t o a 50 p e r c e n t 

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

r e s e r v o i r . 

I ' v e a l s o i n c l u d e d i n t h a t 50 p e r c e n t 

we have t o c o n s i d e r t h e r e ' s n i t r o g e n and COg i n 

t h e w e l l s t r e a m , w h i c h t h a t a c c o u n t s f o r 6 

p e r c e n t o f t h e w e l l s t r e a m . So an a d d i t i o n a l 6 

p e r c e n t w o u l d be t a k e n o u t o f t h e r e c o v e r a b l e 

r e s e r v e s . 

Q. And t h a t 6 p e r c e n t o f n i t r o g e n and 

c a r b o n d i o x i d e i s shown on t h e Y a t e s ' e x h i b i t , i s 

i t n o t ? 

A . T h a t ' s r i g h t . 

Q. I b e l i e v e i t ' s E x h i b i t 10, page 3. 

Now, based upon Mr. M o r r i s ' mapping, 

what i s y o u r e s t i m a t e o f r e s e r v e s under Y a t e s ' 

l e a s e ? 

A. On t h e Y a t e s ' l e a s e , t h a t ' s 17 a c r e s , 

220 m i l l i o n c u b i c f e e t o f gas. 

Q. And even assuming Y a t e s ' a c r e a g e f i g u r e 

i s c o r r e c t o f about 40 a c r e s , t h a t w o u l d s t i l l 

o n l y l e a d t o somewhere a r o u n d 450 Mcf? 

A . T h a t ' s r i g h t . 
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Q. Now, what was t h e c o m p l e t e d c o s t o f 

BHP's P u f f e r S t a t e w e l l ? 

A. H a l f a m i l l i o n d o l l a r s . 

Q. Were t h e r e any o t h e r f a c t o r s w h i c h 

a f f e c t e d w e l l c o s t s , w e l l economics i n t h e BHP 

w e l l ? 

A. Yes, t h e r e was. We had t o b u i l d a 

p i p e l i n e a t a c o s t o f $501,000 t o BHP. I t was a 

t w o - a n d - a - h a l f m i l e p i p e l i n e . 

Q. Now, assuming a s i m i l a r c o s t f o r Y a t e s 

and based on -- you p i c k e d t h e f i g u r e , e i t h e r t h e 

220 m i l l i o n c u b i c or t h e 450 m i l l i o n c u b i c f e e t , 

a t c u r r e n t gas p r i c e s , w o u l d Y a t e s ' w e l l be 

e c o n o m i c a l ? 

A. No, i t w o u l d n o t . 

Q. How c o u l d Y a t e s ' w e l l become 

e c o n o m i c a l ? 

A. I f t h e y were t o d r a i n r e s e r v e s a f t e r 

t h e BHP l e a s e , t h e i r w e l l c o u l d become 

e c o n o m i c a l . 

Q. I s t h e g r a n t i n g o f t h e Y a t e s ' 

a p p l i c a t i o n w i t h t h e p e n a l t y recommended by you 

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

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

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

Q. Was E x h i b i t 3 p r e p a r e d by you? 

A. Yes, i t was. 

MR. BRUCE: Mr. Examiner, I t e n d e r 

E x h i b i t 3 t o be a d m i t t e d i n t o e v i d e n c e . 

EXAMINER STOGNER: Any o b j e c t i o n ? 

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

EXAMINER STOGNER: E x h i b i t No. 3 w i l l 

be a d m i t t e d i n t o e v i d e n c e . 

Thank y o u , Mr. Br u c e . 

Mr. C a r r o l l , y o u r w i t n e s s . 

EXAMINATION 

BY MR. CARROLL: 

Q. Mrs. F e r r e r o , t h e BHP P u f f e r w e l l was 

AOF f o r s o m e t h i n g l i k e 7.9 m i l l i o n c u b i c f e e t a 

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

A. Yes. That i s what I s t a t e d b e f o r e , 

yes . 

Q. And t h a t i s f l o w i n g t o t h e atm o s p h e r e ; 

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

A. That i s c o r r e c t . A b s o l u t e open f l o w . 

Q. That i s n o t f l o w i n g i n t o a p i p e l i n e ; i s 

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

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

Q. And i n f a c t i f you t r i e d t o f l o w -- t h e 
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P u f f e r w e l l i s n o t c a p a b l e o f f l o w i n g 7.9 i n t o a 

p i p e l i n e , i s i t ? 

A. I'm n o t c e r t a i n what t h e l i n e p r e s s u r e 

i s , b u t t h a t ' s c o r r e c t . 

Q. So t h e h y p o t h e s i s t h a t you posed f o r 

t h e Examiner a m i n u t e ago, t h a t Y a t e s , i f i n f a c t 

i t g o t a w e l l as good as BHP, i t c o u l d f l o w t w i c e 

as much gas i s n o t q u i t e t r u e , i s i t ? 

A . No . 

Q. Okay. I n l o o k i n g a t t h e — I b e l i e v e 

i t ' s E x h i b i t No. 1, do you have a copy o f i t up 

t h e r e ? 

A. Yes, I do. 

Q. You j u s t made a m e n t i o n t h a t t h e 

p r o b l e m h e r e t h a t BHP sees f o r i t s e l f i s t h a t 

Y a t e s P e t r o l e u m c o u l d p r o d u c e some o f BHP's 

r e s e r v e s o f f o f S e c t i o n 2 4; i s t h a t c o r r e c t , and 

t h a t ' s what y o u ' r e t r y i n g t o p r e v e n t f r o m 

h a p p e n i n g ? 

A. T h a t ' s e x a c t l y why we're h e r e t o d a y . 

Q. Now, y o u ' r e a r e s e r v o i r e n g i n e e r , and 

you h e a r d Mr. Boneau t e s t i f y . A number o f h i s 

e x h i b i t s e s t a b l i s h e d t h a t t h e r e w i l l be an 

i n t e r f e r e n c e zone between t h e two w e l l s . You're 

f a m i l i a r w i t h t h a t c o n c e p t , a r e you n o t ? 
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A . Yes, I am. 

Q. And t h a t i s an a c c e p t e d c o n c e p t w i t h i n 

t h e f i e l d o f r e s e r v o i r e n g i n e e r i n g , i s i t n o t ? 

A. Yes. 

Q. And i n f a c t y o u , as a r e s e r v o i r 

e n g i n e e r , know t h a t beyond o r , l e t ' s say i n u s i n g 

t h e Y a t e s and t h e P u f f e r example, t h i s zone o f 

i n t e r f e r e n c e , w h e r e v e r i t e s t a b l i s h e s , Y a t e s i s 

n o t g o i n g t o p r o d u c e gas f r o m s o u t h o f t h a t zone; 

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

A. T h a t ' s c o r r e c t . I t w o u l d be a n o - f l o w 

b o u n d a r y . 

Q. So i f we l o o k a t E x h i b i t No. 1, i f t h i s 

zone o f i n t e r f e r e n c e i s e s t a b l i s h e d between t h e 

two w e l l s , t h e r e i s no way Ya t e s P e t r o l e u m i s 

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

a r e s o u t h o f t h a t l i n e o r even s o u t h o f t h e 

P u f f e r S t a t e No. 1; i s t h a t c o r r e c t ? 

A. As l o n g as t h e Y a t e s w e l l i s n o t 

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

t h a t ' s c o r r e c t . 

Q. W e l l , i n o t h e r w o r ds, i f t h e Ya t e s w e l l 

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

have t o move t h a t zone o f i n t e r f e r e n c e s o u t h ; 

w o u l d you n o t ? 
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A. T h a t ' s c o r r e c t . 

Q. But you w o u l d n e v e r move t h a t zone o f 

i n t e r f e r e n c e s o u t h o f t h e w e l l i t s e l f , w o u l d you? 

A . No . 

MR. CARROLL: T h a t ' s a l l I have. 

EXAMINER STOGNER: Thank y o u , Mr. 

C a r r o l l . 

Mr. B r u c e , any r e d i r e c t ? 

MR. BRUCE: I d o n ' t t h i n k so. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mrs. F e r r e r o , you s u g g e s t e d t h a t t h i s 

was a s t r o n g w a t e r d r i v e r e s e r v o i r . C o u l d you 

e l a b o r a t e a l i t t l e b i t more on y o u r r e a s o n i n g on 

t h a t ? 

A. I t ' s my u n d e r s t a n d i n g t h a t many 

r e s e r v o i r s i n t h e same a r e a have s t r o n g w a t e r 

d r i v e s . And because we b e l i e v e t h e r e s e r v o i r i s 

c o n t i n u o u s and we b e l i e v e t h a t t h e r o c k q u a l i t y 

i s v e r y good — I'm n o t s u r e what t h e s e w e l l s a r e 

c a l l e d — b u t we b e l i e v e t h a t t h e r o c k q u a l i t y i n 

t h e s e two w e l l s — 

Q. You're r e f e r r i n g t o t h e two b l u e w e l l s , 

one i n S e c t i o n 23 and one i n S e c t i o n 26 o f 

E x h i b i t No. 1? 
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A. Yes. 

Q. Okay. 

A. We b e l i e v e t h a t t h e r o c k q u a l i t y h e r e , 

s i n c e t h e t o p b l u e i n S e c t i o n 23 w e l l t e s t e d 

w a t e r i n t h e same f o r m a t i o n , we b e l i e v e t h a t t h e 

w a t e r i s down t o t h e r e . And t h i s a p p e a r s t o have 

v e r y good q u a l i t y t o o , and so we t h i n k t h a t 

t h e r e ' s a s t r o n g -- or t h e r e ' s a l a r g e w a t e r 

a q u i f e r . 

Q. You're r e f e r r i n g t o t h e w e l l i n 26 

s p e c i f i c a l l y ? 

A. Yes. And i n December or J a n u a r y , t h i s 

p a s t y e a r , 1991 or 92, w h i c h e v e r you p i c k , we 

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

w a t e r and so we choked i t back. 

Q. You b e l i e v e t h e r e ' s e v i d e n c e o f w a t e r 

c o n i n g t h e n i n t h a t i n s t a n c e ? 

A. Coning o r c u s p i n g , y e s . 

Q. What i s y o u r u n d e r s t a n d i n g o f t h e 

r e s e r v o i r p r o p e r t i e s i n t h i s zone, p o r o s i t y , 

p e r m e a b i l i t i e s ? Do you have any f i g u r e s ? 

A. V e r y s i m i l a r t o what t h e y have shown i n 

t h e i r e x h i b i t s . 

Q. You d o n ' t d i s p u t e t h a t t h e n ? 

A. Our n e t t h i c k n e s s , we have 33 f e e t o f 
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n e t t h i c k n e s s ; whereas, t h e y had a l o t h i g h e r , 

88, I t h i n k . 

Q. What do you c o n s i d e r t h e n e t 

t h i c k n e s s ? The gas v o i d space? 

A. The p r o d u c t i v e gas, y e s . 

Q. Do you have any i n d i c a t i o n o f where t h e 

o i l - w a t e r c o n t a c t — I'm s o r r y , t h e g a s - w a t e r 

c o n t a c t i s ? 

A. 2541 i s t h e e s t i m a t e t h a t Mr. M o r r i s 

has come up w i t h . 

Q. Now, go o v e r t h o s e f i g u r e s w i t h me 

a g a i n . I u n d e r s t a n d t h a t 7.9 was t h e open f l o w 

t o a t m o s p h e r e — 

A. T h a t ' s r i g h t . 

Q. -- was t h e p o t e n t i a l f o r t h i s w e l l ? 

A. T h a t ' s r i g h t . 

Q. What i s i t f l o w i n g o r what i s i t 

p r o d u c i n g now? 

A. Four m i l l i o n a day. 

Q. Has t h i s been a c o n s t a n t r a t e t h a t BHP 

has c u t t h e p r o d u c t i o n down t o 4.0 Mcf a day? 

A. Excuse me? 

Q. How l o n g has t h i s s e l f - i n d u c e d l i m i t i n g 

p o t e n t i a l — has BHP g i v e n t h i s w e l l ? 

A. We i n i t i a l l y were p r o d u c i n g t h e w e l l 
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a t , I t h i n k , 1 m i l l i o n , and we i n c r e a s e d i t t o 3 

m i l l i o n . And I'm n o t s u r e e x a c t l y when we 

i n c r e a s e d i t t o 4 m i l l i o n . 

Q. What r a t e d i d you t a k e i t up t o when i t 

s t a r t e d s h o w i n g w a t e r ? 

A. I'm n o t s u r e . I t ' s h i g h e r t h a n 4 

m i l l i o n . 

Q. Do you know what t h e d e 1 i v e r a b i 1 i t y 

i n t o t h e p i p e l i n e w o u l d be a t t h i s p o i n t ? 

A. No, I do n o t . 

EXAMINER STOGNER: Anybody e l s e have 

any q u e s t i o n s ? 

MR. CARROLL: No. 

EXAMINER STOGNER: Mr. Bruce? 

MR. BRUCE: I d o n ' t t h i n k so, Mr. 

Examiner. 

MR. STOVALL: I s t h a t a f i r m " I d o n ' t 

t h i n k so"? 

MR. BRUCE: T h a t ' s a f i r m . 

EXAMINER STOGNER: Okay. Mrs. F e r r e r o , 

you may be excu s e d . 

A n y t h i n g e l s e , g e n t l e m e n ? 

MR. BRUCE: The o n l y t h i n g I ' d p o i n t 

o u t , Mr. Examiner, i s t h a t I t h i n k Mr. Boneau on 

h i s E x h i b i t 10 had some p r o d u c t i o n d a t a . I t 
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l o o k s l i k e t h e h i g h e r p r o d u c t i o n was i n J a n u a r y 

of 92 when t h e y p r o d u c e d a t a r a t e o f about 5 

m i l l i o n a day, a l t h o u g h I d o n ' t know what t h e 

e x a c t day-by-day r a t e i s . Mr. M o r r i s m i g h t have 

a l i t t l e i n f o r m a t i o n on t h a t . 

EXAMINER STOGNER: No one e l s e has 

a n y t h i n g f u r t h e r ? Any c l o s i n g r e m arks? 

MR. BRUCE: Yes, Mr. Examiner. 

EXAMINER STOGNER: Okay, Mr. Bruce. 

You may go f i r s t . 

MR. BRUCE: J u s t v e r y b r i e f l y , Mr. 

Examin e r , i t ' s c l e a r t h a t Y a t e s owns a l e a s e 

c o n t a i n i n g some r e s e r v e s i n w h a t e v e r t h e 

f o r m a t i o n o r p o o l may be. And BHP a g r e e s t h a t 

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

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

However, Y a t e s s h o u l d n ' t be a l l o w e d t o p r o d u c e 

e x c e s s i v e amounts o f r e s e r v e s and d r a i n t h e BHP 

a c r e a g e . 

Now, t h e r e ' s o b v i o u s l y q u i t e a 

v a r i a t i o n on t h e r e s e r v e s under Y a t e s ' a c r e a g e . 

BHP e s t i m a t e d 220 Mmcf. Even d o u b l i n g t h e 

p r o d u c t i v e a c r e s t h a t BHP b e l i e v e s i s on t h a t 

a c r e a g e , you o n l y g e t s o m e t h i n g l e s s t h a n 500 

m i l l i o n c u b i c f e e t u s i n g t h a t Y a t e s ' e s t i m a t e of 
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40 p r o d u c t i v e a c r e s . 

We b e l i e v e t h a t t h e o n l y way t h e Y a t e s 1 

w e l l can be economic based on t h e w e l l c o s t s , 

p i p e l i n e s , e t c e t e r a , w o u l d be f o r Y a t e s t o d r a i n 

BHP's r e s e r v e s . And BHP i s h e r e t o d a y a s k i n g f o r 

p r o t e c t i o n f r o m t h e OCD t o p r e v e n t t h a t . 

We b e l i e v e t h a t t h e f a i r way t o p r o t e c t 

b o t h BHP and Y a t e s i s t o a l l o w t h e d r i l l i n g o f 

t h e w e l l b u t t o assess a p e n a l t y i n t h e range o f 

70 t o 75 p e r c e n t o f p r o d u c t i o n based on t h e 

w e l l ' s p o t e n t i a l . 

We b e l i e v e t h a t t h i s p e n a l t y s h o u l d be 

r e c a l c u l a t e d q u a r t e r l y . The way I g e t t o t h a t 

p e n a l t y i s assuming Y a t e s ' g e o l o g i c p i c t u r e o f 

t h e r e s e r v o i r i s a c c u r a t e , t h e y have about 40 

p r o d u c t i v e a c r e s o u t o f 150; t h a t ' s a b o u t 27 

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

f r o m u s i n g Dr. Boneau's c a l c u l a t i o n o f r e s e r v e s 

i n t h e p o o l and on Y a t e s ' a c r e a g e ; you g e t 27 

p e r c e n t f a c t o r f o r t h e r e s e r v e s under Y a t e s ' 

l e a s e . 

Now, Y a t e s r e q u e s t e d a p e n a l t y based on 

70 p e r c e n t o f BHP's c u r r e n t p r o d u c i n g r a t e . 

However, BHP i s p r o d u c i n g a t about 50 p e r c e n t o f 

t h e w e l l ' s p o t e n t i a l because o f t h e f e a r o f t h e 
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danger o f w a t e r e n c r o a c h m e n t . 70 p e r c e n t o f t h a t 

50 p e r c e n t w o u l d r e s u l t i n a 35 p e r c e n t 

a l l o w a b l e , o r 65 p e r c e n t p e n a l t y . 

Based on k i n d o f t h r o w i n g t h e s e f i g u r e s 

t o g e t h e r , BHP w o u l d r e q u e s t a p e n a l t y o f about 70 

p e r c e n t , 70 t o 75 p e r c e n t , and a l l o w a b l e o f 25 t o 

30 p e r c e n t based on t h e w e l l ' s p o t e n t i a l . Any 

g r e a t e r a l l o w a b l e , such as t h e one r e q u e s t e d by 

Y a t e s , we b e l i e v e w i l l d r a i n BHP, and i t may 

damage t h e r e s e r v o i r . Thank you. 

MR. CARROLL: Mr. Examiner, I t h i n k 

t h a t i t s h o u l d be q u i t e o b v i o u s now t h a t we have 

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

t h a t we w i l l be d r a i n e d , our gas, and we w i l l be 

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

Y a t e s w e l l on, t h e r e c o r d i s a b s o l u t e l y c l e a n o f 

any e v i d e n c e t o t h a t e f f e c t . 

BHP d i d n o t show any e v i d e n c e t h a t 

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

t h a t d r a i n a g e has a l r e a d y o c c u r r e d , b u t i t ' s 

d r a i n a g e f r o m t h e Y a t e s ' a c r e a g e t o t h e BHP. I 

do n o t r e c a l l a n y t h i n g t h a t c o u l d be even 

r e m o t e l y c o n s t r u e d t o p r o v e o r show t h a t Y a t e s 

c o u l d i n f a c t d r a i n . 

I n f a c t , Mrs. F e r r e r o a g r e e d w i t h Mr. 
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Boneau t h a t t h e p i c t u r e t h a t he drew i s t h a t we 

have two w e l l s . They w i l l c r e a t e an a r e a o f 

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

what we have t o l o o k a t t o d e t e r m i n e w h e t h e r o r 

n o t d r a i n a g e w i l l o c c u r . 

The e v i d e n c e i s v e r y c l e a r t h a t no 

p e n a l t y s h o u l d be a s s e s s e d t o a l l o w Y a t e s a 

chance t o p r o d u c e t h e gas t h a t was i n p l a c e . 

S h o u l d a p e n a l t y be imposed? One, no g r e a t e r 

t h a n 30 p e r c e n t because i f you do t h a t , t h e n you 

ar e a c t u a l l y c h a n g i n g t h i n g s o u t h e r e ; you a r e 

a l t e r i n g c o r r e l a t i v e r i g h t s ; and you a r e a l l o w i n g 

BHP t o come i n and p r o d u c e gas f r o m under t h e 

Y a t e s 1 a c r e a g e . 

I w o u l d a l s o l i k e t o p o i n t o u t t h a t t h e 

a n a l y s i s t h a t BHP has used i s t h a t t h e y have had 

a s e l f - i m p o s e d 50 p e r c e n t p e n a l t y . I t h i n k t h a t 

i s a l m o s t l u d i c r o u s because, one, t h e y a r e t h e 

ones t h a t have a l l t h e e v i d e n c e a b o u t what t h e i r 

w e l l can p r o d u c e i n t o a p i p e l i n e . 

We d i d n o t hear a n y t h i n g a b o u t t h a t . 

I n f a c t , t h e w i t n e s s d i d n ' t even know f o r s u r e 

how h i g h t h e w e l l had e v e r been p r o d u c e d . And 

y e t t h e y want us t o b e l i e v e t h a t t h i s w e l l i s 

p r o d u c i n g a t i t s maximum, 4 m i l l i o n , or i t ' s n o t 
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p r o d u c i n g a t i t s maximum. They want t o use, 

f i r s t o f a l l , t h e f i g u r e 7.9. We know t h a t 

t h a t ' s u n r e a s o n a b l e t o even c o n s i d e r because 

we're t a l k i n g a b o u t a p p l e s and o r a n g e s . 

We have t o t a l k a b o u t what t h e w e l l i s 

c a p a b l e o f p r o d u c i n g . BHP, I hope, knows t h a t we 

d i d n o t hear any e v i d e n c e a b o u t w h i c h we can 

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

have a s e l f - i m p o s e d 50 p e r c e n t . And t h e o n l y 

r e a s o n s t h a t t h e y have t o l d us t h a t t h e r e i s a 

s e l f - i m p o s e d 50 p e r c e n t p e n a l t y i s because i f we 

do i t any h i g h e r , we're g o i n g t o h u r t our w e l l ; 

we're g o i n g t o b r i n g i n w a t e r ; and we're g o i n g t o 

c r e a t e w a s t e . 

W e l l , what i s t o say t h a t Y a t e s won't 

o p e r a t e under t h e same r e s t r a i n t t h a t BHP i s 

o p e r a t i n g ? I f t h i s i s such a c r i t i c a l m a t t e r , 

s o m e t h i n g t h a t s h o u l d be t a k e n i n t o e f f e c t , and 

i n f a c t i f you d i d p r o d u c e i t more t h a n 50 

p e r c e n t y o u ' r e g o i n g t o c r e a t e w a s t e , I d o n ' t 

t h i n k Y a t e s P e t r o l e u m , i f t h a t ' s i n f a c t t h e 

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

w a ste any more t h a n BHP. 

I n f a c t , what i t i s , b o t h p a r t i e s a r e 

i n t h e same p o s i t i o n . And t h e r e has been no 
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e v i d e n c e p r e s e n t e d a t a l l w h i c h w o u l d p u t Ya t e s 

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

t h e e v i d e n c e says t h a t t h e y s h o u l d be l o o k e d a t 

a 1 i k e . 

And i n f a c t Y a t e s , when i t d i d do i t s 

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

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

good a w e l l as BHP. I t h i n k e x p e r i e n c e d i c t a t e s 

t h a t t h a t ' s p r o b a b l y n o t g o i n g t o happen. The 

p r o b a b i l i t y o f t h a t r a n k s down e x t r e m e l y low. 

And so t h e c a l c u l a t i o n s t h a t have been 

used by Y a t e s have a c t u a l l y a l r e a d y g i v e n c r e d i t 

t o BHP o r a l l o w e d them a p e n a l t y because t h e y a r e 

s i t t i n g t h e r e on t h e v e r y edge o f t h e r e s e r v o i r . 

We know t h e y c a n n o t be t h a t f a r f r o m i t because 

o f t h e R a u l t w e l l . I t was a d r y h o l e o u t t h e r e 

b a s i c a l l y t h a t c u t t h e f a u l t . We know t h a t f a u l t 

t h e r e , as Ms. Bentz s a i d , i t a c t u a l l y c u t i t w i t h 

t h e we 1 l b o r e . 

So I t h i n k t h e o n l y case and t h e o n l y 

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

t h e s t a t u t e s , as t h e y a r e now p r o p o s e d , t h a t 

Y a t e s s h o u l d have t h e r i g h t t o p r o d u c e t h e gas 

t h a t u n d e r l a y t h a t s e c t i o n . And t h e o n l y way 

t h a t Y a t e s can do t h a t i s t o g r a n t t h e u n o r t h o d o x 
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l o c a t i o n and t o g r a n t a z e r o p e n a l t y . 

EXAMINER STOGNER: Thank y o u , Mr. 

C a r r o 1 1 . 

Does anybody e l s e have a n y t h i n g f u r t h e r 

i n t h i s case? I f n o t , t h e Case No. 10489 w i l l be 

t a k e n u n d e r a d v i s e m e n t . H e a r i n g a d j o u r n e d . 

[And t h e p r o c e e d i n g s were c o n c l u d e d . ] 

I do hereby certify that the foregoing is 
a complete record of the proceedings in 
the Examiner hearing of Case No. /tOy^^', 
heard by mo 041 / / , 19 9 z _ , 

Oil Conservation Division 
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