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EXAMINER CATANACH: A t t h i s t i m e w e ' l l 

c a l l Case 10 5 19. 

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 l o c a t i o n , 

Eddy C o u n t y , New M e x i c o . 

EXAMINER CATANACH: A r e t h e r e 

a p p e a r a n c e s i n t h i s case? 

MR. CARROLL: Yes, Mr. E x a m i n e r . I'm 

E r n e s t C a r r o l l o f t h e A r t e s i a law 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 , and I'm h e r e t o d a y 

r e p r e s e n t i n g t h e a p p l i c a n t , 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 . And I w i l l have t h r e e w i t n e s s e s . 

EXAMINER CATANACH: A r e t h e r e o t h e r 

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

MR, KELLAHIN: Mr. E x a m i n e r , I'm Tom 

K e l l a h i n o f t h e S a n t a Fe law f i r m o f K e l l a h i n & 

K e l l a h i n a p p e a r i n g on b e h a l f o f Conoco, I n c . And 

I have two w i t n e s s e s . 

EXAMINER CATANACH: Any o t h e r 

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

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

and be s w o r n i n . 

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

MR. CARROLL: May I p r o c e e d ? 

EXAMINER CATANACH: You may. 

RODRIGUEZ-VESTAL REPORTING 
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MIKE BURCH 

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

e x a m i n e d 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, 

s i r , f o r t h e r e c o r d and w h a t y o u r o c c u p a t i o n i s 

and by whom y o u ' r e e m p l o y e d ? 

A. My name i s M i k e B u r c h . I'm a la n d m a n 

f o r 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 , A r t e s i a , New 

M e x i c o . 

Q. Mr, B u r c h , a r e y o u 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 b e i n g h e a r d a t t h e p r e s e n t 

t i m e t h a t was f i l e d 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 and i s known as Case No. 10519? 

A. Yes, l a m . 

Q. Mr, B u r c h , have y o u 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 New M e x i c o 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:, I h a v e . 

Q. Have y o u had y o u r c r e d e n t i a l s 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 c c e p t e d by 

t h e D i v i s i o n ? ' 

A . Yes, I h a v e . 

MR. CARROLL: I w o u l d t e n d e r Mr. B u r c h 

RODRIGUEZ-VESTAL REPORTING 
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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. 

EXAMINER CATANACH: Mr. B u r c h i s so 

q u a l i f i e d . 

Q. (BY MR. CARROLL) Mr. B u r c h , w o u l d y o u 

f o r t h e r e c o r d b r i e f l y s u m m a r i z e what Y a t e s ' 

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

A. Yes. I n t h e case b e f o r e t h e 

C o m m i s s i o n , Y a t e s P e t r o l e u m s e e k s a p p r o v a l o f an 

u n o r t h o d o x l o c a t i o n 36 0 f e e t f r o m t h e s o u t h l i n e 

and 2080 f e e t f r o m t h e w e s t l i n e o f S e c t i o n 34, 

T o w n s h i p 20 S o u t h , Range 24 E a s t , i n Eddy C o u n t y , 

New M e x i c o , i n t h e u n d e s i g n a t e d S o u t h Dagger 

Draw-Upper P e n n s y l v a n i a P o o l w i t h t h e w e s t h a l f 

o f s a i d S e c t i o n 34 t o be d e d i c a t e d t o a w e l l 

f o r m i n g a s t a n d a r d 3 2 0 - a c r e s p a c i n g and p r o r a t i o n 

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

Q . Mr. B u r c h , have y o u p r e p a r e d c e r t a i n 

e x h i b i t s t o d ay t o a i d i n t h e p r e s e n t a t i o n o f t h i s 

c a s e? 

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

Q. Would y o u 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 1, and w o u l d y o u , p l e a s e , i d e n t i f y t h a t 

e x h i b i t f o r t h e r e c o r d and t h e n once i t ' s 

i d e n t i f i e d , p l e a s e d e s c r i b e i t s p e r t i n e n c e t o 

RODRIGUEZ-VESTAL REPORTING 
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t h i s c a s e . 

A. E x h i b i t I i s a p l a t w i t h y e l l o w 

h i g h l i g h t e d a c r e a g e t h a t 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 owns. A l s o , as y o u ' l l n o t e i n t h e 

w e s t h a l f o f S e c t i o n 34, s o l i d y e l l o w b l o c k 

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

Diamond AKI F e d e r a l No. 1 l o c a t i o n . 

A l s o o u t l i n e s i n S e c t i o n 35 a 

h i g h l i g h t e d a r e a w h e r e 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 p e r a t e s a w e l l t h a t owns 

a p p r o x i m a t e l y - - t h a t w e l l i s t h e M o j a v e A J Y No. 

1. Y a t e s P e t r o l e u m o p e r a t e s t h a t w e l l a l o n g w i t h 

a p a r t n e r , Conoco as a p a r t n e r . 

Q. Then, Mr. B u r c h , a l l o f t h e a c r e a g e 

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

100 p e r c e n t t o Y a t e s P e t r o l e u m ; 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. T h e r e a r e two o r t h r e e t r a c t s w h i c h a r e 

o u t l i n e d i n y e l l o w . Those t r a c t s a r e a t l e a s t 

some p e r c e n t a g e o f o w n e r s h i p h e l d by Y a t e s , and 

t h e y a r e t h e o p e r a t o r o f t h o s e t r a c t s ; i s t h a t 

c o r r e c t ? 

A. T h a t i s c o r r e c t . 

Q. And t h e n y o u wer e j u s t d e s c r i b i n g down 

i n S e c t i o n 35, we do have — o r Y a t e s P e t r o l e u m 
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does have a p r o d u c i n g w e l l i n t h e same f o r m a t i o n , 

the Diamond AKI or L i s t a r g e t e d t o go t o ; i s 

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

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

Q. Now, t h e r e d — t h e y e l l o w l i n e or 

y e l l o w b l o c k i n t h e west h a l f of S e c t i o n 34 t h a t 

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

w i t h w hich we are concerned and i s the s u b j e c t of 

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

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

Q. Now, down i n t h e s o u t h e a s t c o r n e r of 

t h a t , t h e r e are a c t u a l l y two d o t s drawn. There 

i s i n b l a c k an AK l o c a t i o n , and i t has a s m a l l 

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

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

p r e s e n t time? 

A. No. That was our i n i t i a l p roposed 

l o c a t i o n a t a l e g a l l o c a t i o n of 660 from t h e 

s o u t h l i n e and 1980 from t h e west l i n e . 

Q. So t h e a c t u a l l o c a t i o n t h a t we are 

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

the r e d dot t h a t i s even c l o s e r t h e n t o t h e 

s o u t h e a s t c o r n e r of t h a t west h a l f of S e c t i o n 3 4? 

A. Yes. That r e d dot i s r e p r e s e n t a t i v e of 

the l o c a t i o n t h a t we seek t o d r i l l a t t h e 

RODRIGUEZ-VESTAL REPORTING 
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l o c a t i o n 360 f e e t f r o m t h e s o u t h l i n e and 2080 

f e e t f r o m t h e w e s t l i n e . 

Q. C o u l d y o u e x p l a i n why Y a t e s P e t r o l e u m 

p r o p o s e s o r has had t o move i t s l o c a t i o n f r o m t h e 

o r t h o d o x l o c a t i o n shown on t h i s map t c t h e 

u n o r t h o d o x l o c a t i o n shown on E x h i b i t 1? 

A. As I e a r l i e r s t a t e d we o r i g i n a l l y 

s o u g h t t h i s as a l e g a l l o c a t i o n and s o u g h t 

a p p l i c a t i o n w i t h t h e BLM t h r o u g h o u r APB 

a p p l i c a t i o n . We w e r e t u r n e d down by t h e BLM 

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

w i t h i n a 1 0 0 - y e a r f l o o d p l a i n o f t h e Box Canyon. 

And t h e y f e l t l i k e w i t h i t b e i n g i n t h e 

1 0 0 - y e a r f l o o d p l a i n o f t h e Box Canyon and a l s o 

t h e amount o f c u t and f i l l t h a t w o u l d be r e q u i r e d 

t o b u i l d l o c a t i o n t h e y c o u l d n ' t a p p r o v e o u r 

o r i g i n a l l o c a t i o n r e q u e s t . 

Q. Was t h e r e s o m e t h i n g e l s e a l s o 

d i s c o v e r e d a t t h e t i m e t h e l o c a t i o n was b e i n g 

e x a m i n e d by t h e f e d e r a l a u t h o r i t i e s ? 

A. W e i l , as we s t a r t e d t o a p p l y f o r 

a p p r o v a l o f t h i s l o c a t i o n , t h e r e was a l s o an 

a r c h e o l o g y i n s p e c t i o n , and i t was f o u n d t o be an 

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

l o c a t i o n . 
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Q. E x h i b i t 2 t h a t has been p r e p a r e d by 

Y a t e s P e t r o l e u m , c o u l d y o u d e s c r i b e w hat t h a t i s 

and t h e r e l a t i o n s h i p t o t h e t e s t i m o n y y o u ' v e j u s t 

g i v e n us? 

A. Yes. E x h i b i t 2 i s a l e t t e r f r o m t h e 

BLM, Mr. R i c k Manus, o u t l i n i n g o u r a t t e m p t s t o 

g e t o u r l e g a l l o c a t i o n as we f i r s t a p p l i e d f o r . 

We r e c e i v e d n o t i c e t h e r e was o n - s i t e i n s p e c t i o n 

by o u r r e g u l a t o r y man, Mr. Ken B e a r d e m p h l . T h a t 

i s who t h i s l e t t e r i s d a t e d and a d d r e s s e d t o . 

And t h e BLM man, B a r r y H u n t , t h a t i s 

t h e l e t t e r t h a t was s e n t t c u s , i n d i c a t i n g t h a t 

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

Canyon 1 0 0 - y e a r f l o o d p l a i n and a l s o a s k i n g them 

o r r e q u e s t i n g us t o move o u r l o c a t i o n t o g e t o u t 

o f t h e f l o o d p l a i n . 

Q. A l l r i g h t . So t h i s June 12 o f 1992 

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

y o u ' v e j u s t d e s c r i b e d i n y o u r e a r l i e r t e s t i m o n y ? 

A . T h a t ' s r i g h t . 

Q. S i n c e t h e l o c a t i o n was t h e n moved by 

Y a t e s P e t r o l e u m and t h a t a p p l i c a t i o n was made t o 

t h e BLM f o r a p p r o v a l o f t h e u n o r t h o d o x l o c a t i o n , 

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

A. T h a t ' s c o r r e c t . 
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Q. And has t h a t a p p l i c a t i o n f o r p e r m i t t o 

d r i l l been g r a n t e d ? 

A. I t has, 

Q. I ask you t o t u r n t o E x h i b i t 3, and 

would you, p l e a s e , d e s c r i b e what E x h i b i t 3 i s ? 

A. E x h i b i t 3 i s our a p p l i c a t i o n t o d r i l l 

f i l e d w i t h t h e BLM, approved by t h e BLM on 8/11 

of 92 by Mr. Manus, f o r our new l o c a t i o n a t t h e 

360 s o u t h and 2080 from the west l i n e . 

Q. T h i s i s a c t u a l l y a copy of t h e approved 

APD? 

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

Q. For t h e Diamond AKI No. 1 w e l l ? 

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

Q. I ask you t o t u r n t o E x h i b i t No. 4. 

Could you d e s c r i b e what t h a t i s ? 

A. E x h i b i t No. 4 a c e r t i f i c a t e of m a i l i n g 

i n c o m p l i a n c e w i t h Rule 1207. I t was p r e p a r e d by 

your law f i r m making n o t i f i c a t i o n of t h e r e q u i r e d 

-- t o t h e o f f s e t o p e r a t o r s f o r t h i s u n o r t h o d o x 

l o c a t i o n . 

Q. And t h e o n l y o p e r a t o r o f f s e t t i n g t h a t 

t h e r u l e s would r e q u i r e us t o g i v e n o t i c e t o was 

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

A. That's c o r r e c t . 
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Q. And i n f a c t t h a t ' s by v i r t u e o f t h e 

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

34 and a l s o t h e n o r t h w e s t q u a r t e r o f t h a t 

n o n s t a n d a r d S e c t i o n 35, w h i c h i s j u s t t o t h e 

s o u t h o f o u r a c r e a g e ? 

A. No. They d o n ' t o p e r a t e t h e n o n s t a n d a r d 

s e c t i o n t o t h e s o u t h i n 35. 

Q . A l l r i g h t . 

A. Y a t e s P e t r o l e u m d o e s . They o p e r a t e t h e 

n o n s t a n d a r d S e c t i o n 34 — 

Q . Okay. 

A. -- t o t h e s o u t h . 

Q. A l l r i g h t . And a l l o f t h e a c r e a g e t h e n 

i n t h e n o n s t a n d a r d 35 i s owned i n c o n j u n c t i o n 

w i t h Conoco, and Y a t e s i s t h e o p e r a t o r ? 

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

MR. CARROLL: Mr. E x a m i n e r , I w o u l d 

move — 

Q. W e l l , f i r s t o f a l l , l e t me a s k t h e 

q u e s t i o n . Were t h e E x h i b i t s 1 t h r o u g h 4, w h i c h 

y o u ' v e j u s t t e s t i f i e d t o , Mr. B u r c h , p r e p a r e d by 

y o u r s e l f o r u n d e r y o u r g u i d a n c e and d i r e c t i o n ? 

A. They w e r e . 

MR. CARROLL: Mr. E x a m i n e r , I w o u l d 

move a d m i s s i o n o f Y a t e s P e t r o l e u m E x h i b i t s 1 
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t h r o u g h 4 a t t h i s t i m e . 

EXAMINER CATANACH: E x h i b i t s 1 t h r o u g h 

4 w i l l be a d m i t t e d as e v i d e n c e . 

MR. CARROLL: I w o u l d p a s s t h e w i t n e s s . 

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

MR. KELLAHIN: Thank y o u , Mr. E x a m i n e r 

EXAMINATION 

BY MR. KELLAHIN: 

Q. The f e d e r a l l e a s e i n t h e w e s t h a l f o f 

S e c t i o n 34, i s t h a t l e a s e h e l d by p r o d u c t i o n by a 

w e l l a n y w h e r e w i t h i n t h a t l e a s e d a c r e a g e ? 

A. No, n o t w i t h i n t h a t l e a s e d a c r e a g e . 

Q. What i s t h e s o o n e s t y o u must d r i l l a 

w e l l i n t h e w e s t h a l f o f 34 t o a v o i d h a v i n g t h a t 

l e a s e e x p i r e ? 

A. W e l l , i t n o t b e i n g h e l d on t h a t 

p r o r a t i o n u n i t , I w o u l d s ay t h a t i t w o u l d n ' t need 

t o be d r i l l e d i m m e d i a t e l y . 

Q. I'm t r y i n g t o u n d e r s t a n d y o u r t i m i n g . 

I s t h e r e an o b l i g a t i o n on y o u t o d r i l l a w e l l 

w i t h i n 

A. Not t o my k n o w l e d g e t h e r e i s n o t . No. 

Q. So w i t h i n t h e p e r i o d o f t i m e t o p r o c e s s 

t h i s a p p l i c a t i o n , y o u d o n ' t have an e x p i r i n g 

l e a s e t h a t y o u have t o d e a l w i t h ? 
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A. Not t o my k n o w l e d g e . Nc, s i r , I d o n ' t . 

Q. When we l o o k i n t h e s p a c i n g u n i t i n 35 

f o r t h e M o j a v e No. 1 w e l l , y o u s h a r e t h a t w o r k i n g 

i n t e r e s t w i t h Conoco? 

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

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

b e t w e e n t h e two c o m p a n i e s ? 

A. I t ' s a p p r o x i m a t e l y 56 p e r c e n t Conoco, 

44 p e r c e n t Y a t e s . 

Q. And t h e n t h e e a s t o f f s e t , t h a t ' s 100 

p e r c e n t Conoco, and i f y o u l o o k a t t h e a d j o i n i n g 

n o n s t a n d a r d s e c t i o n i n t h e t o w n s h i p t o t h e s o u t h , 

w h i c h i s i n 34, t h a t ' s 100 p e r c e n t Conoco? 

A. Yes, s i r . 

MR. KELLAHIN: No f u r t h e r q u e s t i o n s . 

EXAMINER CATANACH: J u s t one, Mr. 

B u r c h . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. A f t e r y o u r i n i t i a l l y s t a k e d l o c a t i o n , 

was t h e r e any c o n s i d e r a t i o n g i v e n t o m o v i n g 

n o r t h , o r i s t h a t due t o g e o l o g i c r e a s o n s t h a t 

y o u moved i t s o u t h ? 

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

g e o l o g y , i t was recommended t h a t i t be moved t o 
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w h e r e i t was. 

Q. Okay. 

A. T h a t ' s when we made a p p l i c a t i o n f o r 

t h a t l o c a t i o n . 

Q. Okay. 

MR. CARROLL: Our g e o l o g i c a l w i t n e s s 

w i l l s p e c i f i c a l l y a d d r e s s t h a t , Mr. E x a m i n e r . 

EXAMINER CATANACH: Okay. N o t h i n g 

f u r t h e r . The w i t n e s s may be e x c u s e d . 

MR, CARROLL: We c a l l D'Nese F l y n e x t . 

D'NESE FLY 

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

e x a m i n e d 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, 

o c c u p a t i o n , and by whom y o u ' r e e m p l o y e d ? 

A. My name i s D'Nese F l y . I'm a g e o l o g i s t 

w i t h Y a t e s P e t r o l e u m i n A r t e s i a , New M e x i c o . 

Q. A r e y o u 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 i n g h e a r d by t h e E x a m i n e r 

known as Case No. 10519? 

A . Yes, s i r . 

Q, And i n f a c t y o u a r e t h e p e r s o n who 

a c t u a l l y p e r f o r m e d t h e g e o l o g i c a l w o r k f o r Y a t e s 
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P e t r o l e u m w i t h r e s p e c t t o t h a t a p p l i c a t i o n ? 

A. Yes. 

Q. Ms, F l y , have y o u had an o c c a s i o n t o 

t e s t i f y p r e v i o u s l y b e f o r e t h e New M e x i c o O i l 

C o n s e r v a t i o n D i v i s i o n i n t h e f i e l d o r w i t h 

r e s p e c t t o 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, Yes, I h a v e . 

Q. And have y o u 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 a t f i e l d ? 

A . Yes. 

MR.. CARROLL: Mr. E x a m i n e r , I w o u l d 

t e n d e r Ms. F l y a t t h i s t i m e 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 . 

EXAMINER CATANACH: Ms. F l y i s so 

q u a l i f i e d . 

Q. (BY MR. CARROLL) Ms. F l y , y o u have 

p r e p a r e d c e r t a i n e x h i b i t s t o a i d i n y o u r 

t e s t i m o n y t o d a y , have y o u n o t ? 

A. Yes, I h a v e . 

Q. The f i r s t e x h i b i t t h a t y o u p r e p a r e d was 

E x h i b i t No. 9, was i t n o t ? 

A. Yes. T h a t ' s j u s t k i n d o f a w r i t e - u p I 

d i d o f my t e s t i m o n y . 

Q. I t ' s b a s i c a l l y a summary o f t h e 

e v i d e n c e t h a t w i l l come f r o m y o u r n e x t e x h i b i t s , 
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10 t h r o u g h 13; i s t h a t c o r r e c t ? 

A. R i g h t . 

MR. CARROLL: Mr. Examiner, I was out 

of the o f f i c e most of t h e l a s t week or so, and we 

have i n her workup, t h e r e are r e f e r e n c e s t o 

E x h i b i t A, B, C, and D. Those are synonymous i n 

the same s e q u e n t i a l o r d e r as t h e y are w r i t t e n 

here w i t h 10 t h r o u g h 13 f o r your r e f e r e n c e . So 

E x h i b i t A i s E x h i b i t 10, E x h i b i t B i s E x h i b i t 11, 

and so on. 

I a p o l o g i z e f o r t h a t . I t was t o o l a t e 

when I caught t h a t l a s t n i g h t . 

Q. I f you wo u l d , Ms. F l y , f i r s t of a l l , we 

have a l r e a d y h e a r d from Mr. Burch, who gave us 

the p r o b l e m t h a t o c c u r r e d when t h i s w e l l was 

i n i t i a l l y s t a k e d and a p p r o v a l was sought from t h e 

BLM . 

Would you, p l e a s e , g i v e t h e Examiner 

the b e n e f i t c f your knowledge of t h a t s i t u a t i o n 

and f u r t h e r m o r e address y o u r s e l f t o the q u e s t i o n 

t h a t t h e Examiner had a moment ago as t o was 

t h o u g h t g i v e n t o moving t h e l o c a t i o n i n some 

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

d i r e c t i o n w h i c h has been chosen? 

A. Yes. I f you w i l l t u r n t o E x h i b i t 13, 
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t h a t w i l l h e l p e x p l a i n t h i s . T h i s i s a USGS 

t o p o g r a p h i c a l map, 7-1/2 m i n u t e , w i t h t h e s u r f a c e 

t o p o g r a p h y c o n t o u r e d on i t . And I ' v e 

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

t h e Canyon d o l o m i t e r e s e r v o i r . 

I ' v e p u t two l o c a t i o n s down h e r e : One 

i s t h e o r t h o d o x ; one i s t h e u n o r t h o d o x f o r o u r 

p r o p o s e d l o c a t i o n . And, as y o u c a n s e e , we c o u l d 

n o t move t o t h e n o r t h w i t h t h e 1 0 0 - y e a r 

f l o o d p l a i n , and we c o u l d n o t move t o t h e w e s t 

b e c a u s e o f t h e a r c h e o l o g i c a i s i t e and a l s o t h e 

f 1 o o d p l a i n . 

Q. So b a s i c a l l y t h e l o c a t i o n t h a t y o u 

chos e was t h e o n l y d i r e c t i o n t h a t y o u c o u l d go i n 

w i t h r e s p e c t t o t h e p r o b l e m s p o s e d by t h e BLM? 

A. T h a t i s c o r r e c t . 

Q. A l l r i g h t . Why d o n ' t y o u s t a r t t h e n 

t h r o u g h y o u r e x h i b i t s , b e g i n n i n g w i t h E x h i b i t 10, 

and g i v e a 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 

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

A. Okay. E x h i b i t No. 10 i s an i s o p a c h o f 

t h e Canyon d o l o m i t e r e s e r v o i r . And t h e c o n t o u r 

i n t e r v a l on t h i s i s 50 f e e t . I have t h e o r i g i n a l 

p r o p o s e d l o c a t i o n as a s m a l l r e d c i r c l e a l o n g 

w i t h t h e new, I g u e s s , p r o p o s e d l o c a t i o n a t 2080 
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f r o m t h e w e s t and 360 f r o m t h e s o u t h . T h e r e ' s a 

c r o s s - s e c t i o n s y m b o l on h e r e r u n n i n g A - t o - A 

p r i m e . 

T h i s map b a s i c a l l y shows us t h a t i n t h e 

n o r t h w e s t q u a r t e r o f o u r p r o r a t i o n u n i t we have 

t h e d o l o m i t e p i n c h i n g o u t , and even i n o u r 

s o u t h w e s t q u a r t e r , t h e r e ' s a h i g h r i s k t h a t t h i s 

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

p i n c h - o u t , s t r a t i g r a p h i c p i n c h - o u t . 

T h i s map i s r a t h e r o p t i m i s t i c . And, as 

yo u can s e e , t h e w e l l t h e r e i n U n i t G t h a t i s a 

d r y h o l e had z e r o d o l o m i t e , and t h e w e l l i n U n i t 

J has 300 f e e t . The c o n t o u r s a r e v e r y t i g h t 

t h e r e , and t h a t g r a d i e n t c o u l d be c a r r i e d on 

a c r o s s . 

S i n c e t h i s r e s e r v o i r i s more o f a 

d i a g e n e t i c t h a n d e p o s i t i o n a l , i t ' s h a r d t o 

c o n t o u r t h e e x a c t b o u n d a r y w i t h o u t w e l l c o n t r o l . 

And t h i s w i l l be t h e f a r t h e s t s t e p - o u t f r o m o u r 

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

down h e r e i n S e c t i o n 34 o f 20 - 1 / 2 , 23. 

Q. I n l o o k i n g a t t h i s map, a r e y o u 

i n d i c a t i n g by t h e z e r o l i n e h e r e o f d o l o m i t e t h a t 

none o f t h e r e s t o f t h e a c r e a g e i s c a p a b l e o f 

p r o d u c i n g g a s , o r do y o u mean — o r a r e y o u 
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t r y i n g t o p o r t r a y t o t h e Commission t h e f a c t t h a t 

the b e s t w e l l s i n t h i s area seem t c have a 

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

i n t e r v a l ? Could you d e a l w i t h t h a t and e x p l a i n . 

A. As seen i n t h e d o l o m i t e r e s e r v o i r i n 

the Dagger Draw F i e l d , i f you have t h e d o l o m i t e , 

you have t h e r e s e r v o i r , a l t h o u g h sometimes t h e 

upper l i m e s do c a r r y gas i n them. We do not 

choose t o open those up i n t h e f i e l d t o t h e n o r t h 

i n t he Dagger Draw P o o l , but t h e y do sometimes 

show c h a r a c t e r i s t i c s on t h e mud l o g s as h a v i n g 

gas or h y d r o c a r b o n s , I s h o u l d say. 

Q. The be s t w e l l s have been a s s o c i a t e d 

w i t h h a v i n g somewhere i n t h e n e i g h b o r h o o d of 1-

t o 200 f e e t of d o l o m i t e , i s t h a t c o r r e c t , i n t h i s 

p a r t i c u l a r f i e l d ? 

A. W e l l , t h a t ' s c o r r e c t , yeah. I guess 

you c o u l d say t h a t . 

Q . T h i s zero l i n e of d o l o m i t e , y o u ' r e not 

i n t e n d i n g t o p o r t r a y t h a t as a zero l i n e or a 

boundary of t h e g a s - b e a r i n g s t r a t a i n t h i s 

p a r t i c u l a r a r e a , are you, Ms. F l y ? 

A. No. No. I'm s a y i n g t h a t t h e t h i c k e r 

t h e d o l o m i t e , t h e b e t t e r t h e chances you have of 

making a w e l l w i t h b e t t e r p o r o s i t y . As you t e n d 
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t o g et towards t h e edge, s i n c e i t i s t h e 

d i a g e n e t i c , t h e d o l o m i t e t e n d s t o d e v e l o p 

s t r i n g e r s and f i n g e r i n t o t h e Canyon l i m e . And 

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

and these t e n d t o be t i g h t and net as p r o d u c t i v e . 

Q. Are t h e r e any o t h e r p o i n t s t h a t you 

would l i k e t o make or b r i n g t o t h e a t t e n t i o n of 

the Examiner w i t h r e s p e c t t o your E x h i b i t No. 10? 

A. I t h i n k what I see from i n t e r p r e t i n g 

t h i s map i s t h a t U n i t N i n S e c t i o n 34 i s t h e o n l y 

l o g i c a l l o c a t i o n t o d r i l l when s t e p p i n g o ut away 

from t h e pr o v e n r e s e r v o i r t o t h e e a s t . 

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

A. That's about i t . 

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

No. 11 and 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 

th e n i f you would d i s c u s s i t s p e r t i n e n c e t o t h i s 

case. 

A. Okay. T h i s i s t h e s t r u c t u r e map on t h e 

t o p of t h e Canyon d o l o m i t e . And, as you can see 

he r e , s t r u c t u r e i s n o t s i g n i f i c a n t l y i m p o r t a n t i n 

t h i s l o c a l a r e a . We w i l l be about f l a t w i t h some 

of the proven gas w e l l s t o the e a s t . 

And, as I ' v e s t a t e d e a r l i e r , t h i s 

l o c a t i o n has t o do more w i t h t h e s t r a t i g r a p h i c 
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a s p e c t of t h e d o l o m i t e t h a n t h e s t r u c t u r e . 

Q. A n y t h i n g e l s e w i t h r e s p e c t t o your 

E x h i b i t No. 11, Ms. F l y ? 

A . No . 

Q. A l l r i g h t . I f you'd t u r n t o your 

E x h i b i t No. 12, would you, p l e a s e , d e s c r i b e f o r 

the r e c o r d what i t i s ? 

A. T h i s i s t h e c r o s s - s e c t i o n w h i c h you see 

on t h e s t r u c t u r e map and t h e i s o p a c h map r u n n i n g 

A-to-A p r i m e . I j u s t -- I d r a f t e d t h i s up j u s t 

t o show — 

MR. KELLAHIN: Excuse me j u s t a second 

so I don't r a t t l e over your t e s t i m o n y h e r e . 

A. A l l r i g h t . To show how r a p i d l y t h e 

d o l o m i t e r e s e r v o i r can f a l l o f f , t h e w e l l on t h e 

l e f t i s P r e s t o n F e d e r a l No. 2, w h i c h e n c o u n t e r e d 

no d o l o m i t e . And t h e w e l l on t h e r i g h t i s t h e 

Mojave No. 1, whi c h e n c o u n t e r e d a p p r o x i m a t e l y 300 

f e e t of n e t t e d d o l o m i t e . 

Q. (3Y MR. CARROLL) Could you f o r t h e 

r e c o r d d e s c r i b e t h e o r i e n t a t i o n where t h o s e w e l l s 

are y o u ' r e r u n n i n g from A-to-A prime so t h e 

r e c o r d w i l l be c l e a r w i t h t h e o r i e n t a t i o n ? 

A. From t h e n o r t h w e s t of S e c t i o n 35 — 

excuse me, 34 t h r o u g h our proposed l o c a t i o n i n 34 
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o v e r t o t h e s o u t h e a s t i n S e c t i o n 35 o f 2 0-1/2, 

1 3 

Q . A l l r i g h t . I f y o u c o u l d t h e n c o n t i n u e d 

on w i t h y o u r t e s t i m o n y , p l e a s e . 

A. A l l I was t r y i n g t o show h e r e was we go 

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

a p p r o x i m a t e l y 300 f e e t o f d o l o m i t e . And what I'm 

e x p e c t i n g t o ha p p e n i s t h a t we w i l l e n c o u n t e r 

a b o u t 250 f e e t o f t h e m a i n d o l o m i t e body and n o t 

t h e f e a t h e r e d edge as I drew o v e r h e r e p i n c h i n g 

o u t i n t o t h e t i g h t s e e l y l i m e s t o n e s . 

Q. A r e t h e r e any o t h e r p o i n t s t h a t y o u 

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. 12, Ms. F l y ? 

A. No. 

Q. A l l r i g h t . W i t h r e s p e c t t o t h e o v e r a l l 

r e s p o n s i b i l i t y o f 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 , 

i n y o u r e x p e r t o p i n i o n do y o u b e l i e v e t h a t 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 t h a t has been made 

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

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

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

A. W e l l , y e s , I mean we ' r e h e r e . We know 

i t i s u n o r t h o d o x , and w e ' r e h e r e t o s u b m i t f o r 
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t h a t l o c a t i o n . B u t a l s o t h i s i s more o f a 

s t e p - o u t w e l l , and i n some r e s p e c t s y o u c o u l d 

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

a c r e a g e . 

Q. W i t h r e s p e c t t o t h a t , t h e a c r e a g e t h a t 

we've t a l k e d about,, t h e e a s t h a l f o f S e c t i o n 24 

owned 100 p e r c e n t by Conoco, do y o u f e e l i f t h i s 

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

e v a l u a t e and make l e s s r i s k y t h e d r i l l i n g o f a 

w e l l on t h e e a s t h a l f o f S e c t i o n 34? 

A. Yes. 

^ . W i t h r e s p e c t t o t h e S e c t i o n 3 4 t h a t i s 

i n -- i t ; s t h e u n o r t h o d o x S e c t i o n 34 — i n 

T o w n s h i p 2 0-1/2, Range 23, do y o u a l s o f e e l t h a t 

a s u c c e s s f u l w e l l d r i l l e d by Y a t e s w o u l d a l s o 

h e l p p r o v e up and be t o t h e b e n e f i t o f t h e 

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

A. You mean o p e r a t e d by Conoco? 

Q. I f o u r , t h e Y a t e s w e l l w ere d r i l l e d and 

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

b e n e f i t t o Conoco? 

A. Yes. Yes, i t w o u l d e v a l u a t e a l l o f 

t h a - a c r e a g e . When y o u g e t n e a r t h e z e r o l i m i t 

o f d o l o m i t e , y o u n e v e r know e x a c t l y w h e r e t h a t i s 

u n t i l t h e w e l l s have been d r i l l e d and e v a l u a t e d . 
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Q. E x h i b i t s 9 t h r o u g h 13, t h o s e e x h i b i t s 

w e r e p r e p a r e d by y o u o r u n d e r y o u r d i r e c t i o n , 

w e r e t h e y n o t ? 

A. Yes. 

MR. CARROLL: Mr. E x a m i n e r , a t t h i s 

t i m e 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 9 t h r o u g h 

MR. STOVALL: Was i t 10 t h r o u g h 13? 

EXAMINER CATANACH: He's g o t 9 --

MR,, CARROLL: The t o p o g r a p h i c a l map, we 

t o o k i t o u t o f o r d e r . I'm s o r r y . 

EXAMINER CATANACH: E x h i b i t s 9 t h r o u g h 

13 w i l l be a d m i t t e d as e v i d e n c e . 

MR. CARROLL: Pass t h e w i t n e s s a t t h i s 

t i m e . 

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

EXAMINATION 

BY MR. KELLAHIN: 

Q. Ms. F l y , l e t h e l p u n d e r s t a n d y o u r 

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

h e l p f u r t h e r d e v e l o p and d e f i n e t h e r e s e r v o i r f o r 

a d d i t i o n a l w e l l s . I f I l o o k a t E x h i b i t No. 1, 

w h i c h i s t h e p l a t o f a c r e a g e t h a t shows Y a t e s ' 

a c r e a g e p o s i t i o n --

A . Yes. 
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Q. — am I c o r r e c t i n u n d e r s t a n d i n g t h a t 

i f t h i s w e l l i s s u c c e s s f u l , t h e p a r t y t h a t 

b e n e f i t s f r o m t h i s e f f o r t i s g o i n g t o be Y a t e s 

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

a c r e a g e i n S e c t i o n s 33 and i n 27? 

A . No . 

Q . Okay. 

A. No, I d o n ' t --

Q. Who e l s e i s g o i n g t o b e n e f i t by t h i s 

w e l l ? 

A. The l o c a t i o n s t h a t s i t t o t h e e a s t , t o 

t h e s o u t h , and p o s s i b l y t o t h e w e s t o f t h i s . 

0. W e l l , a l l t h o s e l o c a t i o n s a r e d r i l l e d . 

A. P o s s i b l y — 

Q. We've g o t gas w e l l s on them. 

A. T h e y ' r e on a l l o w a b l e s p a c i n g u n i t s o f 

3 20. 

Q. And gas w e l l s i n t h i s p o o l - -

A. I n t h e S o u t h Dagger Draw P o o l . 

Q, You can o n l y have one gas w e l l i n a 

3 2 0 - s p a c i n g f o r t h i s p o o l . 

A. A r e n ' t t h e y b a s e d on a l l o w a b l e s 

v e r s u s — 

Q. No, ma'am. I t ' s a n o n - p r o r a t e d gas 

p o o l so y o u o n l y g e t one gas w e l l f o r 2 s p a c i n g 
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u n i t . 

A. I t h o u g h t i t was c o n s i d e r e d as p a r t of 

the N o r t h and South Dagger Draw P o o l s , w h i c h are 

based on a l l o w a b l e s . 

Q. W e i l , i f t h a t ' s your u n d e r s t a n d i n g , we 

can l o o k a t the r u l e . 

A. Okay. 

Q. Your p o i n t of view i s you t h o u g h t you 

c o u l d p r o v i d e an o p p o r t u n i t y t o prove up Conoco's 

acreage? 

That i s c o r r e c t 

0.. What has been a c c o m p l i s h e d w i t h those 

gas w e l l s on Conoco's s p a c i n g u n i t s ? 

A. W e i l , t h e y don't r e a c h t he a l l o w a b l e s 

t h a t are a l l o w e d by t h e N o r t h and South Dagger 

Draw A s s o c i a t e d Pool r u l e s . 

Q. What i s your r e c o l l e c t i o n of t h e 

h i g h e s t a l l o w a b l e any of the s e gas w e l l s have 

ach ieved? 

A. I don't know. I f e e l l i k e p r o b a b l y our 

e n g i n e e r i n g w i t n e s s , who works more w i t h t h e 

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

p r o b a b l y answer t h a t q u e s t i o n b e t t e r . 

Q. When you l o o k a t t h e d o l o m i t e i n t h e 

South Dagger Draw, i f you are out of t h i s 
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d o l o m i t e d e v e l o p m e n t , t h e n y o u ' r e o u t o f t h e gas 

p r o d u c t i o n i n t h e p o o l , a r e n ' t you? 

A. The way t h a t I mapped t h e Dagger Draw 

F i e l d i s i f y o u have d o l o m i t e , y ou have a 

r e s e r v e i r . 

Q. Okay. 

A. Sometimes t h e r e a r e gas k i c k s i n t h e 

l i m e s t r i n g e r s a bove t h e d o l o m i t e t h a t p o s s i b l y 

d i d n o t g e t d o l o m i t i z e d . And f r o m t i m e t o t i m e 

t h o s e have been o p e n e d up i n t h e Dagger Draw P o o l 

i n gas. 

Q. For Y a t e s and Conoco and anyone l o o k i n g 

f o r Dagger Draw g a s , t h o s e l i t t l e p o c k e t s o f 

i n c i d e n t a l gas i n t h e l i m e s t o n e a r e n o t g o i n g t o 

be s i g n i f i c a n t t o t h o s e o p e r a t o r s , a r e t h e y ? 

A. We have n e v e r made any t h a t a r e 

s i g n i f i c a n t , b u t I c a n ' t s ay t h a t f o r s u r e t h a t 

none o f them w i l l e v e r be s i g n i f i c a n t . 

Q. The l o c a t i o n o f t h e z e r o l i n e f o r t h e 

d o l o m i t e , as we r u n n o r t h t o s o u t h t h r o u g h t h e 

w e s t e r n edge c f t h e r e s e r v o i r , as y o u ' v e mapped 

A . Yes. 

Q. -- have y o u l o o k e d a t o t h e r c a s e s and 

p r e p a r a t i o n s made on b e h a l f o f y o u r company i n 
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30 

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

c a s e s ? 

A. Where we have mapped t h e z e r o 

d o l o m i t e ? 

Q. Yes. 

A. Yes. And a l o t o f t i m e s we have been 

e x p e c t i n g more d o l o m i t e t h a n w h a t was mapped, and 

t h e z e r o l i n e has c r e e p e d i n , o r how e v e r y o u want 

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

Q. T h a t ' s why y o u c h a r a c t e r i z e d t h i s map 

as an o p t i m i s t i c map? 

A. T h a t ' s r i g h t . We t e n d t o map -- i n t h e 

company where I w o r k , we t e n d t o map more 

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

own b e n e f i t . 

Q. The l o c a t i o n o f t h e z e r o l i n e , as i t 

moves t h r o u g h S e c t i o n 34, i s t h a t c o n s i s t e n t w i t h 

t h e way Mr. E>eck has mapped i t and o t h e r 

g e o l o g i s t s i n p r e s e n t a t i o n s t o t h e C o m m i s s i o n — 

A . T h a t ' s r i g h t . 

Q. -- w i t h r e g a r d s t c t h i s p o o l ? 

A . Yes . 

Q. T h i s has m a t c h e d e v e r y o t h e r one, 

h a s n ' t i t ? 

A. T h a t ' s r i g h t . I d i d n ' t f e e l l i k e I 
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needed t o change my d a t a t o say i t ' s p e s s i m i s t i c 

and r i s k y f o r t h i s l o c a t i o n . We always map 

o p t i m i s t i c a l l y . 

Q. Have you d e t e r m i n e d how many a c r e s i n 

the west h a l f of S e c t i o n 34 are l o c a t e d above t h e 

zero l i n e i n t h e d o l o m i t e ? 

A. I t h i n k t h e e n g i n e e r w i t n e s s has worked 

more on t h a t and he can e x p l a i n i t b e t t e r . 

Q. Okay. The map, E x h i b i t 11, shows t h a t 

i n t h i s area of t h e p o o l e v e r y w e l l t h a t has been 

d r i l l e d has been a gas w e l l . 

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

Q. Do you have a g e o l o g i c e x p l a n a t i o n t o 

the l o c a t i o n of t h e gas w e l l s i n t h i s p o r t i o n of 

the r e s e r v o i r as a p a r t f r o m t h e o i l w e l l s t h a t 

are l o c a t e d up i n S e c t i o n 26? 

A. Do I have a reason e x p l a i n i n g t h a t ? 

Q. Yes. I s t h e r e a g e o l o g i c e x p l a n a t i o n 

f o r t h e f a c t t h a t t h e o i l w e l l s appear t o be up 

i n 2 6 and 2 3 --

A. Yes. 

Q. — but we move down i n t o t h i s area 

where y o u ' r e s e e k i n g a new w e l l l o c a t i o n , and 

e v e r y t h i n g around i t i s a gas w e l l ? 

A. That's r i g h t . We don't e x a c t l y know 
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w h e r e t o d e f i n e t h e o i l - g a s b o u n d a r y . We a r e 

s l o w l y d e f i n i n g i t as we move down S e c t i o n 26 and 

20, 24. B u t , as y o u move s o u t h t o w a r d s I n d i a n 

B a s i n , y o u ' r e g o i n g up i n s t r u c t u r e and y o u ' r e 

g e t t i n g o u t o f y o u r o i l l e g and i n t o j u s t more o f 

t h e gas c ap. 

Q. Okay. I s t h e r e any q u e s t i o n i n y o u r 

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

i n a n y t h i n g o t h e r t h a n a gas w e l l ? 

A. I f e e l l i k e i t w i l l be a gas w e l l . I t 

may make some c o n d e n s a t e . T h e r e was a s t r a n g e 

t e s t on t h e w e l l i n u n i t -- w h a t w o u l d t h a t be --

H, I -- J, I g u e s s , t h e 1980-1980 f r o m t h e s o u t h 

and e a s t o f S e c t i o n 34. 

Q. The; S m i t h No. 1? 

A. Yes, t h a t ' s i t , S m i t h No. 1. The DSTs 

s t a t e d t h a t t h e y g o t o i l , a g r a v i t y o f 44, and 

t h a t w o u l d be c o n s i d e r e d n o t c o n d e n s a t e . The 

c o n d e n s a t e t e n d s t o be more a r o u n d 55 o r so. 

Q. Uh-huh. 

A. Mr. M c W h o r t e r may be a b l e t o answer 

t h o s e q u e s t i c n s i n a l i t t l e more d e t a i l . B u t 

t h a t was an o l d e r w e l l , and p e r s o n a l l y I f e e l 

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

t h a t d i d n o t m i g r a t e on o r g o t m i g r a t e d t o t h a t 
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p o i n t and somehow g o t t r a p p e d . 

Q. Does t h a t f a c t c a u s e y o u t o change y o u r 

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

y o u r l o c a t i o n i s g o i n g t o r e s u l t i n a gas w e l l ? 

A. I w o u l d c o n s i d e r i t a gas w e l l w i t h 

c o n d e n s a t e . Most o f t h e s e w e l l s make c o n d e n s a t e 

a l o n g w i t h them. 

Q. You t a l k e d a b o u t f e a t h e r i n g 

A. Yes. 

Q. -- f e a t h e r i n g o f t h e d o l o m i t e i n t o t h e 

l i m e s t o n e as we l o o k a t t h e w e s t e r n edge o f t h e 

r e s e r v o i r , and y o u ' v e d e s c r i b e d t h a t on y o u r 

c r o s s - s e c t i o n . And t h i s f e a t h e r i n g b e t w e e n t h e 

p r o p o s e d l o c a t i o n and t h e P r e s t o n 2, does t h a t 

i l l u s t r a t e w h a t y o u mean by f e a t h e r i n g ? 

A. Yes. 

Q. Does t h a t f e a t h e r i n g c hange i f y o u had 

p u t i n t h e S m i t h No. 1 w e l l ? 

A. I n t h e c r o s s - s e c t i o n ? 

Q. I n t h e c r o s s - s e c t i o n . 

A. No. T h a t w e l l -- l e t me s e e . T h a t 

w e l l had a b o u t 300 f e e t o f d o l o m i t e . So, as y o u 

can s e e , t h e f e a t h e r i n g w o u l d e v e n be more 

r a p i d . We w e n t f r o m 300 down t o z e r o w i t h i n a 

q u a r t e r m i l e o f e a c h o t h e r . 
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Q . So t h e t r a n s i t i o n b e t w e e n t h e d o l o m i t e 

and t h e l i m e s t o n e becomes more a b r u p t as y o u 

compare t h e P r e s t o n 2 w i t h t h e S m i t h 1? 

A. R i g h t . T h e r e f o r e i t makes t h e 

l o c a t i o n s , o t h e r t h a n U n i t N i n o u r w e s t 

p r o r a t i o n u n i t , v e r y r i s k y . I w o u l d c o n s i d e r 

t h i s l o c a t i o n "N" as e v e n b e i n g r i s k y , 

g e o l o g i c a l l y s p e a k i n g . 

Q. What's t h e r i s k ? 

A. T h a t t h e d o l o m i t e p o s s i b l y c o u l d n o t 

even be t h e r e . T h e r e ' s no w e l l s a r o u n d t h i s 

o t h e r t h a n t h e d r y h o l e t h a t had 300 f e e t , and 

t h a t was g o i n g t o w a r d s t h e d o l o m i t e t h i c k n e s s t o 

t h e e a s t . We're m o v i n g t o t h e w e s t t o w a r d s t h e 

edge o f t h e d o l o m i t e , and t h e r e ' s a p o s s i b i l i t y 

t h a t we may n o t e n c o u n t e r t h i s . 

T h i s was seen up i n t h e n o r t h e r n p a r t 

o f t h e f i e l d w i t h t h e Roy 3 v e r s u s t h e Roy 2 

w h e r e we wer e e x p e c t i n g 150 f e e t o f d o l o m i t e and 

g o t maybe a n e t d o l o m i t e o f 10 f e e t a t t h e most. 

They were j u s t v e r y s m a l l s t r i n g e r s , 2- t o 3 - f o o t 

s t r i n g e r s . You know, i t can d r o p o f f a b r u p t l y 

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

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

Q. I s t h e r e a c e r t a i n minimum t h i c k n e s s t o 
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t h e d o l o m i t e as y o u map i t t h a t ' s n e c e s s a r y i n 

o r d e r t o be a v i a b l e p r o s p e c t ? 

A. I t h i n k maybe we have made some 

p r o d u c t i o n on up t h e f i e l d , 50 t o 80 f e e t . Some 

o f t h o s e gas w e l l s up i n t h e -- a l i t t l e b i t 

n o r t h o f t h i s , t h e A l g e r i t a , I t h i n k , may be one, 

t h e J u d i t h , t h a t w e r e o u t t o w a r d s t h e edge o f t h e 

d o l o m i t e . And I t h i n k t h e y have made some, made 

gas o u t o f 5 0 t o 80 f e e t , s o m e t h i n g l i k e t h a t . 

L e s s t h a n 50 we have had v e r y p o o r l u c k w i t h . 

Q. I n o t h e r a r e a s o f t h e p o o l , we've 

t a l k e d i n p a s t c a s e s a b o u t t h e w a t e r i n t h e 

r e s e r v o i r . Do we have a w a t e r i s s u e t o a d d r e s s 

i n t h i s p o r t i o n o f t h e p o o l ? 

A. I t ' s s t i l l p r e s e n t . I d i d n ' t p u t i t on 

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

i n d i v i d u a l l o c a t i o n h e r e . I t ' s g o i n g t o be, as 

b e s t as I can map i t , a t a s u b s e a o f a b o u t m i n u s 

3800, g i v e or t a k e 25, 30 f e e t , 50 f e e t . 

I mean, we n e v e r r e a l l y know e x a c t l y 

w h e r e t h e w a t e r i s g o i n g t o be u n t i l we g e t t h e 

w e l l . We can o n l y b e s t e s t i m a t e i t . B ut I'm 

a s s u m i n g t h a t w e ' l l h ave b e t w e e n 50 and 80 f e e t 

o f h y d r o c a r b o n - b e a r i n g c o l u m n h e r e . 

MR. KELLAHIN: Okay. Thank y o u , Mr. 
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E x a m i n e r . I have n o t h i n g e l s e . 

MR. CARROLL: Mr. E x a m i n e r , I have one 

or t wo q u e s t i o n s . I c o u l d a s k them now o r a f t e r 

y o u ' r e — 

EXAMINER CATANACH: Go a h e a d , Mr. 

C a r r o l l . 

FURTHER EXAMINATION 

BY MR. CARROLL: 

0. Ms. F l y , l e t ' s t u r n back t o t h e e x h i b i 

t h a t ' s No. 1. You s h o u l d have a copy o f i t . 

A . Yes. 

Q. When y o u l o o k a t t h e s u b s t a n d a r d 

n o n s t a n d a r d , e x c u s e me, S e c t i o n 34, Mr. K e l l a h i n 

when he was t a l k i n g a b o u t i t , he made r e f e r e n c e 

t o t h e f a c t t h a t t h e r e was a gas w e l l i n t h a t 

n o n s t a n d a r d s e c t i o n . And t h a t i s t r u e ; i s t h a t 

c o r r e c t ? 

A. Yes. 

Q. When was t h a t w e l l d r i l l e d ? 

A. I'm n o t e x a c t l y s u r e o f t h e d r i l l i n g 

d a t e . The c o m p l e t i o n d a t e I have on i t i s 1983. 

Q. How much gas has t h a t w e l l p r o d u c e d 

s i n c e 1983? 

A. I t h i n k i t ' s made a r o u n d 400 Mcf, and 

i t ' s s h u t - i n . 
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Q. So t h a t one w e l l i n i t s e n t i r e 

e x i s t e n c e has made about one day's w o r t h of gas 

p r o d u c t i o n t h a t you would n o r m a l l y e x p e c t out of 

a good Dagger Draw w e l l ; i s t h a t c o r r e c t , or 

r o u g h l y t h a t ? 

A. Roughly. I don't know how l o n g i t was 

opened. I don't have any i n f o r m a t i o n about t h a t 

w e l l o t h e r t h a n t h a t . 

Q. But you would not — or a t l e a s t you 

would agree w i t h me t h a t t h a t i s n o t a good gas 

w e l l f o r economic p u r p o s e s , a t l e a s t i n t h e 

s t a n d a r d s t h a t Yates P e t r o l e u m uses? 

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

Q. And i n f a c t when you made r e f e r e n c e t o 

the d r i l l i n g of t h e w e l l a t our u n o r t h o d o x 

l o c a t i o n , t h a t you t h o u g h t i t would prove up t h a t 

acreage i n t h a t S e c t i o n 34, you were making 

r e f e r e n c e t o t h e f a c t , were you n o t , t h a t i n your 

mind t h a t t h e r e i s not an economic gas w e l l on 

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

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

Q. And i s i t p o s s i b l e t h e n t h a t t h e r e may 

be an economic or a n o t h e r gas w e l l l o c a t i o n on 

t h a t s e c t i o n t h a t m i ght be p r o v e d up by t h e 

d r i l l i n g of t h e Diamond AKI No. 1 w e l l ? 

RODRIGUEZ-VESTAL REPORTING 
(505) 983-1772 



1 

3 

4 

6 

7 

a 

9 

10 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

1 9 

20 

2 1 

22 

2 3 

24 

2 5 

38 

A. W e l l , t h e y c o u l d d r i l l t h e r e a 660-660 

f r o m t h e n o r t h and e a s t i f t h e y p l u g g e d t h i s gas 

w e l l . I f y o u can o n l y have one p r o d u c i b l e w e l l , 

w h i c h we're s t i l l i n q u e s t i o n a b o u t , i t s own 

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

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

e c o n o m i c . 

Q. So a g a i n y o u r p o s i t i o n i s s t i l l t h e 

same, t h a t t h e d r i l l i n g o f t h i s u n o r t h o d o x w e l l 

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

S e c t i o n 34; i s t h a t c o r r e c t ? 

A. C o r r e c t . 

Q. A l l r i g h t . Now, as t o t h e w e s t h a l f --

e x c u s e me, e a s t h a l f o f S e c t i o n 34, t h e one --

t h e S e c t i o n 34 i n 20 S o u t h , 24 E a s t w h e r e Y a t e s 

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

gas w e l l i n t h e e a s t h a l f o f t h a t s e c t i o n ? 

A. I n t h e e a s t h a l f o f S e c t i o n 34? 

Q. Yes. 

A . No . 

Q. Would t h e d r i l l i n g o f t h i s w e l l , t h e 

Diamond A K I , i f i t w e r e s u c c e s s f u l p o s s i b l y p r o v e 

up a l o c a t i o n i n t h e e a s t h a l f o f S e c t i o n 34? 

A. Yes. 

Q. And i n f a c t t h a t was w h a t y o u were 
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t a l k i n g a b o u t a moment ago? 

A. Yes, 

Q . So t h e r e a r e l o c a t i o n s t h a t Conoco 

c o u l d d i r e c t l y b e n e f i t and g a i n i n f o r m a t i o n t o 

h e l p e v a l u a t e f r o m t h e d r i l l i n g o f t h e AKI w e l l ? 

A. T h a t i s r i g h t . 

MR. CARROLL: T h a t ' s a l l I w o u l d have 

t o a s k , Mr. E x a m i n e r . 

EXAMINAT ION 

BY EXAMINER CATANACH: 

Q. Ms. F l y , t h e P r e s t o n F e d e r a l No. 2 was 

d r y and a b a n d o n e d when i t was d r i l l e d ; r i g h t ? 

A . Yes. 

Q. T h a t ' s b e c a u s e t h e r e was no d o l o m i t e 

e n c o u n t e r e d ? 

A. T h a t ' s r i g h t . 

Q. The S m i t h , i s t h a t t h e w e l l j u s t s o u t h 

o f t h e P r e s t o n ? 

A . Yes . 

Q, S o u t h e a s t . T h a t was a l s o d r i l l e d as a 

d r y h o l e ? 

A. Yes. And t h e y DST 1d i t two o r t h r e e 

t i m e s . I c a n ' t remember. I h a v e n ' t l o o k e d a t 

t h a t i n a w h i l e . Do y o u remember a n y t h i n g a b o u t 

t h a t ? And t h e y g o t o i l o f f -- I'm n o t s u r e i f i 
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was b o t h DSTs, b u t I f e e l l i k e t h e y d i d g e t i t 

o f f t h e t o p DST, t h e one a t t h e t o p o f t h e 

d o l o m i t e . 

They had a g r a v i t y r u n on i t , and i t 

was 44 d e g r e e s , s o m e t h i n g l i k e t h a t . I t was done 

i n t h e 60s, I b e l i e v e -- i s t h a t r i g h t ? w h e r e 

i t was n o t r e a l l y known a t t h a t p o i n t how t o 

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

DSTs t h e y made a l a r g e amount o f w a t e r , and t h e y 

j u s t c o n s i d e r t h i s t o be w e t . So t h e y p l u g g e d 

t h e w e l l . 

Q. Does t h a t w e l l have p o t e n t i a l f o r 

p r o d u c t i o n , do y o u t h i n k ? 

A. I t h i n k s o, y e s . I d o n ' t know w h e t h e r 

yo u c o u l d r e e n t e r i t o r n o t . But t h e a r e a w o u l d 

have p o t e n t i a l . 

Q. Were t h e r e l o g s r u n on t h a t w e l l ? 

A. Yes. 

Q. Have y o u l o o k e d a t t h o s e l o g s ? 

A. Yes. T h e y ' r e o l d e r l o g s . T h e r e n o t 

t h e n i c e s u i t e l i k e we have now. I t h i n k t h e y 

r u n a n e u t r o n . I'm n o t e v e n s u r e t h e y r a n a 

d e n s i t y . 

Do y o u remember w h a t t h e y r a n on t h a t 

w e l l ? 
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r a n on t h a t . 

Q. L o o k i n g a t y o u r E x h i b i t No. 13, i f y o u 

were t o move t h e p r o p o s e d l o c a t i o n n o r t h t o g e t 

o u t o f t h e f l o o d p l a i n , w o u l d y o u s t i l l be a b l e t o 

e n c o u n t e r any d o l o m i t e a c c o r d i n g t o y o u r g e o l o g y ? 

A. You mean as a 1980-1980 l o c a t i o n ? 

Q. W e l l , move i t n o r t h f a r enough t o g e t 

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

A. W e i l , as y o u can s e e , t h e draw r u n s 

b e t w e e n -- c a n y o u t e l l w h i c h i s t h e draw 

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

t h r e e p e r f o r a t i o n s t h e r e and a s t r a i g h t l i n e ? I t 

r u n s r i g h t b e t w e e n o u r o r i g i n a l l y p r o p o s e d 

l o c a t i o n and t h e r o a d t h a t y o u see t h e r e t o t h e 

n o r t h . 

They, t h e BLM, t o l d o u r r e g u l a t o r y 

a g e n t t h a t we c o u l d n o t move t o t h e n o r t h and be 

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

1980-1980. And t h a t i s j u s t way t o o r i s k y t o 

s t e p o u t t h a t f a r when y o u have a w e l l j u s t a 

q u a r t e r m i l e away t h a t has z e r o d o l o m i t e i n i t . 

I t ' s j u s t n o t a — i t ' s n o t recommended 

t o go o u t n e a r t h e edge and w o r k y o u r way i n . 

You w o r k f r o m where y o u t h i n k y o u have y o u r b e s t 

RODRIGUEZ-VESTAL REPORTING 
( 505 ; 988- 1 77 2 



1 
J. 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 i 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

1 9 

20 

2 1 

2 2 

2 3 

24 

2 5 

4 2 

e c o n o m i c w e l l and w o r k o u t t o w a r d s t h e edge. 

Q. You e s t i m a t e a p p r o x i m a t e l y 250 f e e t o f 

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

A. Yes, s i r . 

Q. What p e r c e n t a g e i s u s u a l l y p r o d u c t i v e 

i n , s a y , i n t h a t k i n d o f i n t e r v a l ? 

A. I n t h e M o j a v e , w h i c h i s t h e w e l l t o t h e 

s o u t h e a s t i n S e c t i o n 35, we had a b o u t — I t h i n k 

i t e nded up b e i n g maybe 85 f e e t o f 

h y d r o c a r b o n - b e a r i n g c o l u m n . I t h i n k we end e d up 

o p e n i n g t h e t o p i n t e r v a l . 

I was a b l e t o c a l c u l a t e w h e r e I t h o u g h t 

t h e w a t e r came i n by t h e use o f t h e gas t a p e r i n g 

o f f on o u r mud l o g . And by t h e DST, t h e f i r s t 

DST we r a n had q u i t e a b i t o f g a s . The s e c o n d 

DST had gas and w a t e r . And I f e l t l i k e we t e s t e d 

t h e c o n t a c t r i g h t t h e r e b e t w e e n t h e w a t e r and t h e 

gas . The u p p e r p a r t o f t h a t DST, s e c o n d DST, 

s h o u l d have "seen g a s - b e a r i n g . 

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

a l l I h a v e , Mr. C a r r o l l . 

MR. CARROLL: I have n o t h i n g f u r t h e r . 

EXAMINER CATANACH: T h i s w i t n e s s may be 

e x c u s e d . 

MR. CARROLL: We w o u l d n e x t c a l l P i n s o n 
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M c W h o r t e r . 

PINSON McWHORTER 

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

e x a m i n e d 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, 

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

A. Yes. My name i s P i n s o n M c W h o r t e r . I'm 

a p e t r o l e u m e n g i n e e r . I w o r k f o r 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. Mr. M c W h o r t e r , have y o u had 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 New M e x i c o O i l & Gas D i v i s i o n 

and be q u a l i f i 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 e n g i n e e r i n g ? 

A. Yes, I h a v e . 

Q. And a r e y o u 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 b e i n g made t o d a y by 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 i t s Diamond AKI No. 1 

we 11 ? 

A. Yes, I am. 

MR. CARROLL: Mr. E x a m i n e r , I w o u l d 

t e n d e r Mr. M c W h o r t e r 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 e n g i n e e r i n g . 

EXAMINER CATANACH: Mr. M c W h o r t e r i s so 
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q u a l i f i e d , 

0. (BY MR. CARROLL) A l l r i g h t . Mr. 

McWhorter, you have t e s t i f i e d t h a t y o u ' r e 

f a m i l i a r w i t h t h i s a p p l i c a t i o n . There's s e v e r a l 

i s s u e s t h a t have been r a i s e d . F i r s t of a l l , w i t h 

r e s p e c t -- l e t ' s t r y t o d e a l w i t h some g e n e r a l 

problems f i r s t , and what have you. 

And Yates P e t r o l e u m has been asked t o 

move t h i s or been t o l d t o move t h i s l o c a t i o n by 

the Bureau of Land Management. Has Yates 

P e t r o l e u m c o n s i d e r e d d r i l l i n g a d e v i a t e d h o l e 

here? And i f t h e y have, would you, p l e a s e , t e l l 

us t h e r e a s o n i n g p r o c e s s t h e y went t h r o u g h and 

what d e c i s i o n t h e y reached? 

A. Yes. We have c o n s i d e r e d t h e 

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

c o u l d d e v i a t e back t o an o r t h o d o x b o t t o m h o l e 

l o c a t i o n . We d e t e r m i n e d t h a t t h e c o s t t o d r i l l 

t h a t and c o n t i n g e n c i e s t h a t are a s s o c i a t e d w i t h 

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

p r o d u c t i o n c o n s i d e r a t i o n s , were more r i s k y t h a n 

t h e p r o s p e c t of b e i n g a s s i g n e d a p e n a l t y on an 

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

Q. I s t h i s p a r t i c u l a r area known t o have 

d e v i a t i o n p r o b l e m s , Mr. Pinson [ s i c ] ? 
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A. Yes, i t i s . That's one of t h e problems 

t h a t we c o n s i d e r e d i n t h e r i s k a n a l y s i s of 

d e v i a t i n g t h i s w e l l , i s t h i s p a r t i c u l a r area of 

the South Dagger Draw Pool i s p l a g u e d w i t h some 

ho I e d e v i a t i on problems j u s t u p h o l e and v e r t i c a l 

s e c t i o n from the Canyon. 

Ad d i t i o n a l l y , i n a d d i t i o n t o t h a t r i s k 

f a c t o r , t o c omplete a d e v i a t e d h o l e i s a more 

r i sky propos i t i o n t h a n a q u o t e , " s t r a i g h t h o l e , " 

v e r t i c a l h o i e. The t h i r d r i s k i s t h at t o produce 

such a w e l l , t h e p r o d u c t i o n problems t h a t are 

g e n e r a l l y as s o c i a t e d w i t h such a wel 1 are g r e a t e r 

t h a n t h e y are w i t h a v e r t i c a l h o l e . 

Q. Mr. Pinson [ s i c ] , t h ese w e l l s out i n 

the Dagger Draw area are n o t o r i o u s f o r t h e 

amounts of water t h a t have been d e a l t w i t h , 

p r oduced and d e a l t w i t h , d i s p o s e d o f , are t h e y 

not? 

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

Q. And when you make t h e s t a t e m e n t t h a t 

you e n c o u n t e r -- a n y t i m e t h a t you d r i l l a 

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

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

normal i n c r e a s e d problems t h a t you e n c o u n t e r w i t h 

a d e v i a t e d h o l e somewhere e l s e are even 
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m u l t i p l i e d more so because of t h e u n i q u e n a t u r e 

of t h i s r e s e r v o i r and t h e amounts of w a t e r and 

th e equipment t h a t are n e c e s s a r y t o do t h a t ; i s 

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

A. That i s c o r r e c t . The r i s k s t h a t I 

addressed the; re are i n c r e m e n t a l r i s k s on t h e 

r i s k s t h a t are a l r e a d y i n h e r e n t i n t h e d r i l l i n g 

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

a l r e a d y have more t h a n normal share of p r o d u c t i o n 

problems and d r i l l i n g p r o b lems. 

Q. Mr. McWhorter, you have p r e p a r e d 

c e r t a i n e x h i b i t s f o r use t o a i d your t e s t i m o n y 

t o d a y , have you not ? 

A. I have. 

Q. Mr. McWhorter, i n o r d e r t o a i d t h e 

ex p e d i e n c y of your t e s t i m o n y , I'm g o i n g t o ask 

why don't you make your p r e s e n t a t i o n , u s i n g 

E x h i b i t s 5 t h r o u g h 3, and go t h r o u g h i t a t your 

speed w i t h o u t my i n t e r r u p t i o n , i f you would. 

And as you come t o each of your 

e x h i b i t s , p l e a s e i d e n t i f y t h e number and what i t 

i s f o r t h e r e c o r d and t h e n d e s c r i b e i t s 

s i g n i f i c a n c e as you t r y t o make each of your 

i n d i v i d u a l p o i n t s . 

A. F i n e . B e g i n n i n g w i t h E x h i b i t s numbered 
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5 and 6, t h o s e s h o u l d be v i e w e d i n c o n c o r d a n c e 

w i t h one a n o t h e r b e c a u s e t h e y ' r e r e l a t e d t o one 

a n o t h e r . The i s s u e h e r e -- i n t h e a s s i g n m e n t o f 

any p e n a l t y , one o f t h e i s s u e s i s i f we a r e t o 

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

f r o m an o r t h o d o x 1980-660 l o c a t i o n t o o u r 

p r o p o s e d l o c a t i o n , one o f t h e i s s u e s i s what 

I n c r e m e n t a l d r a i n a g e w o u l d we have a g a i n s t t h e 

Conoco a c r e a g e ? 

C o n s e q u e n t l y , I have a d d r e s s e d t h a t i n 

t h e s e two e x h i b i t s , E x h i b i t s 5 and 6. One i s a 

d r a w i n g s h o w i n g 3 2 0 - a c r e d r a i n a g e c i r c l e s . 

E x h i b i t 6 i s a summary o f p e n a l t y c a l c u l a t i o n s . 

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

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

been u s e d by 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 i n t h e 

p a s t . These p e n a l t y c a l c u l a t i o n s , my 

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

w e l l ' s t o p a l l o w a b l e . The t o p a l l o w a b l e -- t h e 

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

i n t h e c u r r e n t f i e l d r u l e s 53-53, and w e ' l l go 

i n t o t h a t i n a moment. 

But e s s e n t i a l l y we hav e t c c o m p e n s a t e 

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

f o r p u r p o s e s o f c o o r d i n a t e s y s t e m , X and Y 
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d i r e c t i o n , n o r t h - s o u t h , e a s t - w e s t d i r e c t i o n 

d i f f e r e n c e s . I have chosen t h e X d i r e c t i o n t o be 

i n t h e n o r t h — I mean t h e e a s t - t o - w e s t 

d i r e c t i o n , t h e Y d i r e c t i o n i s i n t h e n o r t h - s o u t h 

d i r e c t i o n . 

E s s e n t i a l l y t h e f o r m u l a amounts t o 

t a k i n g t h e o r t h o d o x d i s t a n c e i n t h e X d i r e c t i o n 

minus u n o r t h o d o x d i s t a n c e d i v i d e d by t h e o r t h o d o x 

d i s t a n c e . And f o r t h i s i t comes out t o be a 15 

p e r c e n t d e v i a t i o n . The Y d i r e c t i o n , w h i c h i s t h e 

n o r t h - s o u t h , i s e s s e n t i a l l y t h e same a l g o r i t h m 

a g a i n . And i t comes out t o be a 45 p e r c e n t 

d e v i a t i o n . 

T h i r d l y , t h e t h i r d component of t h i s 

f o r m u l a i s what i s termed t h e excess area r a t i o . 

I n o t h e r words, by moving t h e d r a i n a g e area t o 

the s o u t h and e a s t , of course t h e d r a i n a g e area 

of t h e w e l l would c o n s e q u e n t l y be moved, and the 

p o i n t of t h i s c a l c u l a t i o n i s t o c a l c u l a t e how 

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

would have compared t o 320-acre s t a n d a r d 

l o c a t i o n , o r t h o d o x l o c a t i o n . 

W e l l , p l a n i m e t e r i n g t h a t area o u t , i t 

comes out t o be 30 a c r e s , d i v i d e d by 320 a c r e s , 

about 9 p e r c e n t , so t a k i n g t h e s e t h r e e components 
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and a v e r a g i n g t hem, w h i c h i s t h e a c c e p t e d m e t h o d 

o f d o i n g i t , i f we wer e t o use a d d i t i v e 

t e c h n i q u e s i n d e t e r m i n i n g a p e n a l t y , and o f 

c o u r s e one c o u l d w i n d up w i t h a g r e a t e r t h a n i 

p e r c e n t p e n a l t y , comes o u t t o be a 23 p e r c e n t 

p e n a l t y . 

E x h i b i t s 7 and 8 a r e s i m i l a r 

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

s t a n d a r d f e e o r p r o r a t i o n u n i t o f 320 a c r e s , b u t 

on my e n g i n e e r i n g e s t i m a t e o f what t h i s w e l l 

w o u l d d r a i n , 270 a c r e s . And i t shows t h e same 

t y p e o f c a l c u l a t i o n a g a i n . A g a i n , t h e d e v i a t i o n 

f r o m t h e e a s t - w e s t d i r e c t i o n , w h i c h i s t h e X 

d i r e c t i o n , t h e d e v i a t i o n f r o m t h e n o r t h - s o u t h 

d i r e c t i o n , w h i c h i s t h e Y d i r e c t i o n , t h e e x c e s s 

a r e a r a t i o , and t h a t comes o u t t o a r i t h m e t i c 

a v e r a g e o f 2 3 p e r c e n t . 

So t h a t e x p l a i n s e x h i b i t s 5, 6, 7, and 

8 and how we came up w i t h a recommended p e n a l t y 

amount. Now — 

Q. A l l r i g h t . J u s t so t h e r e c o r d i s 

c l e a r , Mr. P i n s o n [ s i c ] , w h a t i s t h e recommended 

p e n a l t y amount t h a t Y a t e s P e t r o l e u m i s p r e s e n t i n g 

t o t h i s C o m m i s s i o n w h i c h y o u f e e l w o u l d be i n 

c o m p l i a n c e o r i n a c c o r d a n c e w i t h t h e mandate t h a t 
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t h e OCD has., t h a t of p r e v e n t i n g waste and 

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

A. W e l l , s i r , t h e p e n a l t y t h a t we are 

recommending i s 23 p e r c e n t based upon the 

c a l c u l a t i o n s , based upon how much excess d r a i n a g e 

area we see, and how much we are d e v i a t e d towards 

th e Conoco acreage. 

Q. Now, Mr. McWhorter, you have had an 

o c c a s 

was f 

A 

Q 

A 

Q 

on t o r e v i e w t h e p r e h e a r i n g s t a t e m e n t t h a t 

l e d by Conoco who has made an appearance — 

T hat's c o r r e c t . 

-- i n o p p o s i t i o n i n t o d a y ' s h e a r i n g ? 

Yes . 

And i n t h a t s t a t e m e n t of o p p o s i t i o n , 

were c e r t a i n p e n a l t i e s a t l e a s t s u g g e s t e d or 

d i s t a n c e s g i v e n , p e r c e n t a g e s g i v e n i n t h a t 

p r e h e a r i n g s t a t e m e n t ? 

A. Yes, t h e y were. And t h e i r d i r e c t i o n a l 

d e v i a t i o n f a c t o r s are i n f a c t t h e same as what we 

have, Yates P e t r o l e u m C o r p o r a t i o n has e s t i m a t e d 

and c a l c u l a t e d . 

Q. OkcLy. Your 15 p e r c e n t and 45 p e r c e n t , 

b e i n g your X and Y c o o r d i n a t e s — 

A. Yes. 

Q. — t h e y appear t o be t h e same t h a t 
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Conoco p u t i n t h e i r p r e h e a r i n g s t a t e m e n t ? 

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

Q. The p r e h e a r i n g s t a t e m e n t a l s o made a 

s t a t e m e n t w h i c h was t h a t a p p r o x i m a t e l y 60 p e r c e n t 

of t h e Yates s p a c i n g u n i t i s n o n p r o d u c t i v e . Mr. 

McWhorter, do you agree or can you agree w i t h 

t h a t s t a t e m e n t ? 

A. W e l l , s i r , no, I ca n n o t . I f a per s o n 

were t c t a k e and j u s t s i m p l y l o o k a t t h e map, t h e 

i s o p a c h , Canyon d o l o m i t e , drawn by Mrs. F l y — 

Q. Okay. We're t a l k i n g about E x h i b i t 10. 

A. That i s c o r r e c t , E x h i b i t 10. -- and 

one would go t o t h e o r t h o d o x l o c a t i o n , w h i c h i s 

19 80 from t h e west, 660 from t h e s o u t h , and 

i n s c r i b e a 320-acre d r a i n a g e c i r c l e , 

a p p r o x i m a t e l y 10 p e r c e n t o f t h e area of t h a t 

c i r c l e would be out of t h e b o u n d a r i e s of t h e zero 

d o l o m i t e . So, no, I cannot agree t h a t 60 p e r c e n t 

of t h e Yates area i s n o n p r o d u c t i v e . 

Q. You made r e f e r e n c e a moment ago t h a t 

t h e r e are f i e l d r u l e s f o r t h i s p a r t i c u l a r f i e l d ; 

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

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

Q. And t h i s p a r t i c u l a r p o o l has been — 

the n o m e n c l a t u r e g i v e n t o i t by t h e Commission i s 
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t h a t i t i s an a s s o c i a t e d o i l and gas p o o l ; i s 

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

A. T h a t i s c o r r e c t , i t i s an a s s o c i a t e d 

p o o l . 

Q. W i t h r e s p e c t t o i t b e i n g an a s s o c i a t e d 

o i l and gas p o o l , t h e C o m m i s s i o n i n i t s r u l e s has 

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

a l l o w a b l e s h a l l be a r r i v e d a t ; i s t h a t c o r r e c t ? 

A. T h a t i s c o r r e c t . 

Q. Would y o u b r i e f l y d e s c r i b e how t h e 

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

t h e p r e s e n t f i e l d r u l e s f o r t h e Diamond AKI w e l l 

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

A. Yes, s i r . As p e r t h e f i e l d r u l e s f o r 

t h e S o u t h Dagger Draw P o o l , i n O r d e r 5353, i t 

s a y s t h a t 320 -- 120 a c r e s s h a l l be t h e p r o r a t i o n 

u n i t f o r a gas w e l l . I t s a y s 320 a c r e s s h a l l be 

t h e p r o r a t i o n u n i t f o r an o i l w e l l . 

I n a d d i t i o n t o t h a t , i t s a y s t h a t t h e 

gas w e l l a l l o w a b l e s h a l l be d e t e r m i n e d f r o m , 

number one, t h e t o p u n i t o i l a l l o w a b l e ; number 

t w o , t h e l i m i t i n g GOR f o r t h e f i e l d ; number 

t h r e e , an a c r e a g e f a c t o r , w h i c h i s a c o m b i n a t i o n 

o f t h e number o f a c r e s , p r o r a t i o n u n i t , f o r an 

o i l w e l l and t h e number o f a c r e s , p r o r a t i o n u n i t , 

RODRIGUEZ-VESTAL REPORTING 
(505 j 98 6- 1 772 



2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

1 9 

2 0 

2 1 

22 

2 3 

2 4 

2 5 

53 

f o r a gas w e l l , w h i c h i s 320 and 320. And no 

m a t t e r how t i m e s y o u d i v i d e t h a t , i t s t i l l comes 

c u t t o be 1. So t h a t a c r e a g e f a c t o r i s 1. 

So i t ' s c u r r e n t l y f o r S o u t h P o o l , t h e 

320 t o p u n i t o i l a l l o w a b l e i s 1400 b a r r e l s o f o i l 

a d a y . The l i m i t i n g GOR i s 10,000 s t a n d a r d c u b i c 

f e e t p e r s t o c k t a n k b a r r e l . T h e r e f o r e , t h e gas 

a l l o w a b l e p e r f i e l d r u l e s i s 14 m i l l i o n a day f o r 

3 2 0. 

Q. I f t h e C o m m i s s i o n -- o r D i v i s i o n , 

e x c u s e me, wer e t o a c c e p t t h e r e c o m m e n d a t i o n o f 

Y a t e s P e t r o l e u m f o r a 23 p e r c e n t p e n a l t y , how 

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

w o u l d t h e n a p p l y t h a t p e n a l t y t o t h i s w e l l ? 

A. I t ' s my u n d e r s t a n d i n g t h a t t h e p e n a l t y , 

w h i c h we recommend o f 23 p e r c e n t , w o u l d be a 

d e d u c t i o n . T h a t 23 p e r c e n t w o u l d be a f a c t o r e d 

d e d u c t i o n f r o m t h e t o p gas a l l o w a b l e as 

d e t e r m i n e d p e r t h e f i e l d r u l e s . 

So i t w o u l d be 77 p e r c e n t t i m e s 14 

m i l l i o n a d ay, w h i c h i s 10,000,780 Mcf a day, a t 

s t a n d a r d c u b i c f e e t a d a y , w o u l d be t h e p e n a l i z e d 

a l l o w a b l e . 

Q. Mr. M c W h o r t e r , i s i t y o u r e x p e r t 

o p i n i o n t h a t i t i s i n t h e i n t e r e s t s o f t h e 
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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 g h t s t h a t t h e C o m m i s s i o n g r a n t t h e 

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 w i t h r e s p e c t t o 

i t s Diamond AKI w e l l ? 

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

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

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

t h a t m andate o f p r e v e n t i n g w a s t e and 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 w o u l d be a p e n a l t y f a c t o r 

o f 2 3 p e r c e n t ? 

A. Yes, 

Q. Mr, M c W h o r t e r , w i t h r e s p e c t t o t h e 

e x h i b i t s and any o t h e r t e s t i m o n y o r i t e m s t h a t 

y o u ' v e c o v e r e d , a r e t h e r e any o t h e r i s s u e s t h a t 

we have n e g l e c t e d o r t h a t y o u w o u l d l i k e t o 

t e s t i f y t o ? 

A. No, t h e r e a r e n o t . 

MR. CARROLL: Mr. E x a m i n e r , I w o u l d a t 

t h i s t i m e — 

Q. W e l l , f i r s t o f a l l , Mr. M c W h o r t e r , 

E x h i b i t s 5, 6, 7, and 8, wer e t h e y p r e p a r e d by 

yo u o r u n d e r y o u r d i r e c t i o n and s u p e r v i s i o n ? 

A. Yes, t h e y w e r e . 

MR. CARROLL: Mr. E x a m i n e r , 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 5 t h r o u g h 8 a t t h i s 
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t i m e . 

EXAMINER CATANACH: E x h i b i t s 5 t h r o u g h 

8 w i l l be a d m i t t e d as e v i d e n c e . 

MR. CARROLL: I pass t h e w i t n e s s a t 

t h i s t i m e . 

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

MR. KELLAHIN: Thank y o u , Mr. 

E x a m i n e r . 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. M c W h o r t e r , do y o u s h a r e Ms. F l y ' s 

c o n c l u s i o n t h a t t h e w e l l l o c a t e d as Y a t e s 

p r o p o s e s t o l o c a t e i t i s g o i n g t o be a gas w e l l ? 

A. Yes. My b e s t e s t i m a t e o f what t h a t 

w e l l w i l l do i s p r o d u c e p r e d o m i n a n t l y gas b a s e . 

Q. I n c a l c u l a t i n g t h e r i s k , l o o k i n g a t t h e 

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

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

o f gas t o be r e c o v e r e d by t h i s w e l l ? 

A. Yes, I do. 

Q. What d i d y o u a s s i g n f o r p u r p o s e s o f 

t h i s w e l l ? 

A. At t h e c u r r e n t l o c a t i o n I a s s i g n e d 5 

Bc f f o r t h i s w e l l . 

Q. Have y o u made an e n g i n e e r i n g s t u d y t o 
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see w h e t h e r o r n o t y o u can p u t 5 B c f o f gas i n 

t h e w e s t h a l f o f s e c t i o n 34 above t h e z e r o l i n e 

o f t h e d o l o m i t e on Ms. F l y ' s e x h i b i t ? 

A. No, s i r . What I have made a s t u d y o f 

i s t h a t y o u can p u t 5 B c f o f gas w i t h i n a 

3 2 0 - a c r e d r a i n a g e r a d i u s o f t h e s t a n d a r d o r t h o d o x 

l o c a t i o n , 1980 f r o m t h e w e s t , 660 f r o m t h e 

s o u t h . 

Q. Have y o u d e t e r m i n e d how many p r o d u c t i v e 

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

t h e w e s t h a l f o f S e c t i o n 34? 

A. No, s i r , I have n o t b e c a u s e t h a t w o u l d 

h i n g e on what we we r e g o i n g t o d e f i n e as 

p r o d u c t i v e . But I have d e t e r m i n e d how many a c r e s 

a r e i n t h a t w e s t h a l f t h a t a r e w i t h i n t h e 

c o n f i n e s o f Mrs. F l y ' s z e r o d o l o m i t e l i n e . 

Q. I u n d e r s t a n d t h a t a r g u m e n t . Can y o u 

answer my q u e s t i o n , w h i c h i s w i t h i n t h e w e s t h a l f 

o f S e c t i o n 34, what i s t h e v o l u m e o f gas i n p l a c e 

w i t h i n t h a t s p a c i n g u n i t ? 

A. The v o l u m e o f gas i n p l a c e w i t h i n t h a t 

s p a c i n g u n i t i s i n e x c e s s o f 5 B c f . 

Q. How many p r o d u c t i v e a c r e s a r e c o n t a i n e d 

w i t h i n t h e w e s t h a l f o f 34? 

A. C o u l d y o u d e f i n e w h at y o u mean by 
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" p r o d u c t i v e " ? 

Q. Yes, s i r . 

A. A r e y o u t a l k i n g a b o u t --

Q. S c r i b e a r e c t a n g l e a r o u n d t h e w e s t h a l f 

o f 34 --

A. Yes. 

Q. -- and l o o k a t t h e z e r o l i n e t h a t Ms. 

F l y has p u t on t h a t d i s p l a y and t e l l me how many 

a c r e s a r e above t h e z e r o d o l o m i t e l i n e t h a t l e a v e 

y o u w i t h i n t h e w e s t h a l f o f t h e s e c t i o n ? 

A. Okay. T h a t ' s a d i f f e r e n t q u e s t i o n . 

The number o f a c r e s t h a t a r e w i t h i n t h a t — 

Q. Yes, s i r . 

A. — z e r o d o l o m i t e i s 151 a c r e s . 

Q. Okay. Have y o u done any v o l u m e t r i c 

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

A. Yes, I h a v e . 

Q. What i s t h e p e r c e n t a g e o f r e c o v e r y , t h e 

r e c o v e r y f a c t o r t h a t y o u ' v e a s s i g n e d t o 

r e c o v e r i n g t h e gas i n p l a c e by t h i s w e l l ? What 

do y o u use? 

A. W e l l , t h e r e c o v e r y , t h e r e c o v e r f a c t o r 

i t s e l f i s p r o b a b l y i n t h e n e i g h b o r h o o d o f 60 t o 

70 p e r c e n t . 

Q. Okay. So i f my e n g i n e e r , i n d o i n g h i s 
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d r a i n a g e c a l c u l a t i o n s , has u s e d a r e c o v e r y f a c t o r 

o f 85 p e r c e n t , he's been v e r y g e n e r o u s ? 

A. A c t u a l l y I d i d n o t use a r e c o v e r y 

f a c t o r c a l c u l a t i o n . What I do i s t a k e my i n i t i a l 

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

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

e x t r a p o l a t e t h e f o r m a t i o n v o l u m e and p r o j e c t --

what I w o u l d p r o j e c t t o be abandonment p r e s s u r e , 

t h e d i f f e r e n c e b e t w e e n t h o s e two i s g o i n g t o be 

one i n t h e same. 

And y o u do a v o l u m e t r i c c a l c u l a t i o n ana 

y o u can c a l c u l a t e what y o u t h i n k t h a t y o u c o u l d 

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

Q. Okay. When we l o o k on E x h i b i t No. 11 

and l o o k a t a i l t h e s e gas w e l l s on h e r e , w hat was 

t h e b e s t gas w e l l ? 

A. E x h i b i t 11? 

Q . Y e s, s i r . 

A. I s t h a t M rs. F l y ' s ? 

Q. Yes. One o f t h e s e t h a t w i l l h e l p me 

f i n d t h e gas w e l l s . W h i c h i s t h e gas w e l l t h a t 

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

A. W e l l , t h e gas w e l l t h a t had t h e 

g r e a t e s t i n i t i a l p o t e n t i a l w o u l d p r o b a b l y -- i t 

w o u l d be a t i e b e t w e e n t h e P r e s t o n F e d e r a l No. 1 
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i n S e c t i o n 35 

Q. A l l r i g h t , s i r . 

A. -- and t h e M o j a v e i n S e c t i o n 35 o f 

20-1/2 S o u t h , 23 E a s t . 

Q. What i s t h e c a l c u l a t e d a b s o l u t e open 

f l o w o f t h e b e s t o f t h o s e two w e l l s ? 

A. Those two w e l l s b o t h p o t e n t i a l e d f o r 

j u s t a l i t t l e o v e r a m i l l i o n a day -- i s what 

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

Q. Okciy . And t h o s e a r e t h e two b e s t w e l l s 

i n t h i s area?" 

A. I f y o u ' r e l o o k i n g a t t h o s e s e c t i o n s 

r i g h t t h e r e , t h a t i s c o r r e c t , s i r . 

Q. And when we go b a c k t o f i g u r e o u t t h i s 

p e n a l t y , a p p l y i n g y o u r m e t h o d o l o g y , by t a k i n g t h e 

maximum o i l r a t e o f 1400 b a r r e l s a day t i m e s t h e 

g a s - o i l r a t i c , g e t s me a t o p a l l o w a b l e o f 14 

m i l l i o n a day? 

A. The way I c a l c u l a t e d i t , t h a t ' s 

c o r r e c t . 

Q. Even a l a w y e r c a n do t h i s . 77 p e r c e n t 

o f t h a t number i s t h e n t h e a l l o w a b l e . And t h i s 

w e l l i s g o i n g t o have t h e o p p o r t u n i t y u n d e r y o u r 

p r o p o s a l t o p r o d u c e 10.78 m i l l i o n Mcf o f gas a 

day u n d e r t h e r e s t r i c t i o n t h a t y o u p r o p o s e ? 
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MR. STOVALL: C o r r e c t t h a t . 10.7 

t h o u s a n d Mcf. 

MR. KELLAHIN: Yes. 

Q. (3Y MR. KELLAHIN) 10.7 t h o u s a n d Mcf? 

A/ - 10.7 — i n o t h e r w o r d s , 10.7 m i l l i o n a 

day e s s e n t i a l l y . T h a t i s c o r r e c t . And i t ' s n o t 

a c c o r d i n g t o n e c e s s a r i l y how I c a l c u l a t e d i t , b u t 

i t ' s a c c o r d i n g t o t h e r u l e s as s e t f o r t h i n t h e 

f i e l d r u l e s t h a t I u s e d t o c a l c u l a t e i t . 

Q. Does t h a t s o u n d f a i r t o you? 

A. I t so u n d s l i k e w h a t has been s e t as t h e 

way t o c a l c u l a t e t h e u n i t a l l o w a b l e i n t h i s 

f i e l d . 

Q. My q u e s t i o n was, does t h a t make sen s e ? 

Does t h a t s o u n d f a i r t o you? Do y o u f i n d t h a t 

f a i r ? 

MR. CARROLL: I want t o make an 

o b j e c t i o n t o t h e q u e s t i o n . I d o n ' t t h i n k t h a t ' s 

t h e p u r p o s e o f t h i s w i t n e s s t o d e t e r m i n e w h a t ' s 

f a i r . 

MR. KELLAHIN: S u r e I t i s . He has t o l d 

me t h a t t h i s p e n a l t y i s g o i n g t o r e s o l v e e q u i t y 

b e t w e e n t h e p a r t i e s and j u s t i f y h i s u n o r t h o d o x 

l o c a t i o n . 

MR. CARROLL: No, he has n o t . He s a i d 

RODRIGUEZ-VESTAL REPORTING 
50 5) 988-1772 



1 

2 

3 

4 

5 

6 

7 

3 

9 

10 

1 1 
X -L 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

1 9 

20 

2 1 

2 2 

2 3 

2 4 

2 5 

6 1 

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

r i g h t s . 

MR. STOVALL: I t h i n k he can s u s t a i n 

t h e o b j e c t i o n b e c a u s e I d o n ' t t h i n k " f a i r " i s a 

t e r m t h a t y o u can r e a l l y use a s t a n d a r d t o w r i t e 

t h e o r d e r . Make some c r i t e r i a , Mr. K e l l a h i n . 

Q. (BY MR. KELLAHIN) Under y o u r p e n a l i z e d 

p r o v i s i o n , i n a l l r e a s o n a b l e e n g i n e e r i n g 

p r o b a b i l i t y , y o u r w e l l w i l l n e v e r be p e n a l i z e d ? 

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

t r u e . 

Q. The? p r o p o s e d a l l o w a b l e t h a t y o u 

p e n a l i z e t h i s w e l l f o r i s g o i n g t o be t e n t i m e s 

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

a r e a t o p r o d u c e ? 

A. I f y o u ' r e l o o k i n g a t t h e s e w e l l s t h a t 

a r e d e p i c t e d u pon t h i s map, t h a t i s c o r r e c t . 

Q. No f u r t h e r q u e s t i o n s . 

A. But t h a t ' s n o t t h e t o p a l l o w a b l e t h a t 

c o u l d be p r o d u c e d by a w e l l i n t h a t l o c a t i o n . 

MR. KELLAHIN: T h a t c o n c l u d e s my 

e x a m i n a t i o n . 

MR. CARROLL: Mr. E x a m i n e r , I have j u s t 

a c o u p l e o f q u e s t i o n s I c o u l d ask now o r l a t e r a t 

y o u r d i s c r e t i o n . 
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EXAMINER CATANACH: Go ahead. 

FURTHER EXAMINATION 

BY MR. CARROLL: 

Q. Mr. McWhorter, you work r e g u l a r l y i n 

t h i s Dagger Draw a r e a , do you not ? 

A. Yes, s i r . 

Q. Are you aware of any i n s t a n c e s where 

the D i v i s i o n has d e v i a t e d from the p u b l i s h e d 

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

d e t e r m i n a t i o n of t h e a l l o w a b l e f o r t h e gas w e l l ? 

A. I am n o t . 

0. There are q u i t e a number of w e l l s t h a t 

have been d r i l l e d out t 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 . 

Q. And i f some p e n a l t y assessment were 

made, as I t h i n k Mr. K e l l a h i n w i l l suggest t h a t 

i t be based on t h e a b s o l u t e open f l o w of t h i s 

w e l l , t h i s would be t o your knowledge t h e o n l y 

such p e n a l t y e x a c t e d i n t h i s p a r t i c u l a r p o o l i n 

t h i s manner? 

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

Q. Do you know of any — now, excuse me. 

Mr. K e l l a h i n proposed t o you what he, I t h i n k , i s 

t r y i n g t o make out as a s i t u a t i o n w h ich t h e 

Commission or t h e D i v i s i o n s h o u l d a v o i d , and t h a t 
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i s t h a t t h i s w e l l m i g h t n e v e r be p e n a l i z e d . The 

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

t h a t i t m i g h t n e v e r be as good as t h e r u l e s w o u l 

a l l o w ? 

A. T h a t i s c o r r e c t . 

Q. Anc. so i n e f f e c t , w i t h r e s p e c t t o t h e 

r u l e s t h a t w e r e e s t a b l i s h e d f o r t h i s p o o l , i t ' s 

a l r e a d y been p e n a l i z e d b e c a u s e i t c a n ' t meet t h e 

maximum t h a t t h e OCD has a l r e a d y d e c r e e d a f t e r 

t h e h e a r i n g s h o u l d be p r o p e r and s h o u l d be 

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

MR. KELLAHIN: T h a t q u e s t i o n i s 

a r g u m e n t a t i v e , Mr. E x a m i n e r , and I o b j e c t . 

MR. STOVALL: I d o n ' t t h i n k i t ' s v e r y 

h e l p f u l . 

MR. KELLAHIN: The o b j e c t i o n o r t h e 

q u e s t i o n ? 

MR. CARROLL: B o t h . 

MR. STOVALL: I t h i n k we u n d e r s t a n d 

what y o u ' r e s a y i n g , Mr. C a r r o l l . I d o n ' t know 

how many t i m e s we ne e d t o have t h a t t y p e o f 

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

o f t h e E x a m i n e r . 

MR. CARROLL: I j u s t want t o have an 

e x p e r t t e s t i f y i n g t h a t way, Mr. S t o v a l l . 
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Q. I n y o u r e x p e r i e n c e , Mr. M c W h o r t e r , a r e 

you aware o f any s o u n d e n g i n e e r i n g r e a s o n why we 

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

p a r t i c u l a r c a se? 

A. No. I ! m n o t . 

MR. CARROLL: T h a t ' s a l l . 

MR. KELLAHIN: One f o l l o w - u p q u e s t i o n 

t o Mr. C a r r o l l ' s p o i n t . 

FURTHER EXAMINATION 

BY MR. KELLAHIN: 

Q. I n y o u r e x p e r i e n c e i n t h e p o o l , Mr. 

M c W h o r t e r — 

A. Yes. 

Q. -- have y o u f o u n d any e x a m p l e s t h a t a r e 

a n a l a g o u s t o t h i s s i t u a t i o n w h e r e w e ' r e d e a l i n g 

w i t h a gas w e l l I n t h e p o o l a t a p r o p o s e d 

u n o r t h o d o x l o c a t i o n t h a t was t a k e n t o h e a r i n g and 

f o r w h i c h t h e r e was a p r o t e s t ? 

A. To my r e c o l l e c t i o n , w h e r e t h e r e was a 

p r o t e s t , no. 

MR. KELLAHIN: I c o u l d n ' t f i n d any 

e i t h e r . No f u r t h e r q u e s t i o n s . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. M c W h o r t e r , t h e gas w e l l s i n t h i s 
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a r e a , a r e t h e y t y p i c a l o f t h e gas w e l l s i n t h e 

p o o l ? 

A. Yes, s i r , t h e y a r e t y p i c a l o f t h e gas 

w e l l s i n t h e p o o l and i n t h e q u a n t i t i e s o f 

h y d r o c a r b o n s and w a t e r t h a t t h e y w i l l make on a 

g i v e n d a i l y b a s i s and i n t h e n e t p o r o u s d o l o m i t e 

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

Q. As f a r as p r o d u c i n g c a p a b i l i t i e s , t h e y 

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

A. They a r e t y p i c a l i n t h e sen s e t h a t t h e y 

a r e more l i k e ; an a v e r a g e w e l l . T h e r e a r e b e t t e r 

gas w e l l s i n t h e p o o l t h a t a r e on t h e w e s t e r n 

p l a n k o f t h e p o o l . 

Q. Do y o u know why t h e g a s - o i l r a t i o f o r 

t h i s p o o l was: s e t a t 10,000 t o 1? 

A. W e l l , s i r , y e s , s i r , I can t e l l y o u 

r e q u e s t why t h a t was done. A t a h e a r i n g t h a t 

i n i t i a l l y was i n i t i a t e d by an a p p l i c a t i o n by 

Conoco t o r a i s e t h e a l l o w a b l e i n Dagger Draw 

N o r t h P o o l , Y a t e s a l s o c o n c u r r e d and f i l e d a 

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

cn an e q u i v a l e n t b a s i s i n t h e s o u t h p o o l b e c a u s e 

b o t h t h e -- a t t h a t t i m e , I t h i n k y o u ' l l f i n d as 

a m a t t e r o f r e c o r d , t h a t b o t h w i t n e s s e s f r o m 

Conoco and f r o m Y a t e s a g r e e d t h a t t h e o r i g i n a l 
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d i v i s i o n o f t h e n o r t h and s o u t h p o o l i s 

a r t i f i c i a l ; t h a t i n f a c t t h i s i s one common 

r e s e r v o i r f r o m n o r t h t o s o u t h ; and t h a t t o make 

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

s h o u l d have on a p e r - a c r e b a s i s t h e same 

a l l o w a b l e and l i m i t i n g GOR. The l i m i t i n g GOR i n 

t h e n o r t h p o o l a t t h e t i m e was 10,000 s t a n d a r d 

c u b i c p e r s t o c k t a n k b a r r e l . 

So,, as p e r o r d e r t h a t came o u t s u b j e c t 

t o t h a t , t h a t l i m i t i n g GOR was a d o p t e d i n o r d e r 

t o e q u i l i b r a t e t h e r u l e s b e t w e e n t h e n o r t h and 

s o u t h p o o l . 

MR, KELLAHIN: T h e r e ' s one d i f f e r e n c e . 

The s p a c i n g i s d i f f e r e n t i n t h e two p o o l s . 

MR. STOVALL: I was g o i n g t o a s k y o u , 

was t h a t i n t h e l a s t , o h, t h r e e o r f o u r y e a r s ? 

THE WITNESS: Yes, s i r . 

MR. CARROLL: L a s t y e a r o r so. 

MR. STOVALL: You've g o t d i f f e r e n t 

s p a c i n g so y o u j u s t m u l t i p l i e d t h e a l l o w a b l e ? 

THE WITNESS: T h a t i s c o r r e c t . 

MR. CARROLL: I was a c t u a l l y t h e 

a t t o r n e y t h a t p r e s e n t e d t h e Y a t e s c a s e on t h a t . 

And I'm n o t s u r e i f Mr. K e l l a h i n may have been 

t h e one p r e s e n t i n g t h e Conoco c a s e . B u t we d i d 
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have problems because we had o l d D i v i s i o n o r d e r s , 

l i n e s of ow n e r s h i p a l r e a d y s e t up. And we would 

have had t o have gone i n and r e a d j u s t e d t h a t , so 

we had t o make -- t h e e q u a t i n g p r o c e s s t o be 

something o t h e r t h a n t h e r e d r a w i n g of t h e 

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

MR. STOVALL: And i f I remember 

c o r r e c t l y , t h a t was done p r i m a r i l y f o r t h e o i l 

w e l l s i n t h e p o o l ; i s t h a t r i g h t ? Wasn't t h a t 

t h e main c o n s i d e r a t i o n , was t o r a i s e t h e GOR h i g h 

enough t o ena b l e you t o get a s u f f i c i e n t amount 

of o i l out of t h e o i l w e l l s ? 

MR., KELLAHIN: I don't t h i n k we changed 

the g a s - o i l r a t i o . 

MR. STOVALL: D i d n ' t you? 

MR. KELLAHIN: We changed t h e --

MR. CARROLL: There was a change t o get 

th e n e q u a l . One was changed; one was n o t , as I 

r e c a l l , 

MR. STOVALL: Conoco wanted t o r a i s e 

4 4-

THE WITNESS: I t h i n k t h e g a s - o i l r a t i o 

I n t h e s o u t h p o o l was changed. 

MR. STOVALL: That's k i n d of my 

r e c o l l e c t i o n . They r a i s e d t h e a l l o w a b l e on t h e 
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1 6 0 - a c r e p o o l and t h e n b r o u g h t t h e 3 2 0 - a c r e p o o l 

up and t h e n b r o u g h t t h e GOR up w i t h i t . 

MR. CARROLL: Yeah. 

MR. STOVALL: But a g a i n t h e GOR i s 

r e a l l y a more — t h e l e v e l i s d r i v e n f o r t h e o i l 

w e l l s and n o t f o r t h e gas w e l l s . 

MR. CARROLL: T h a t ' s t r u e . 

EXAMINER CATANACH: I d o n ' t have any 

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

MR. CARROLL: T h a t w o u l d c o n c l u d e Y a t e 

P e t r o l e u m ' s c a s e , Mr. E x a m i n e r . 

MR. KELLAHIN: I c a l l Mr. B i l l H a r d i e . 

B I L L HARDIE 

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

e x a m i n e d and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. H a r d i e , f o r t h e r e c o r d w o u l d 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 ? 

A. My name i s B i l l H a r d i e . I'm a 

g e o l o g i s t w i t h Conoco, I n c . , i n M i d l a n d , T e x a s . 

Q. On p r i o r o c c a s i o n s , Mr. H a r d i e , have 

y o u t e s t i f i e d as a g e o l o g i s t b e f o r e t h e D i v i s i o n 

A. Yes, I have . 

Q. P u r s u a n t t o y o u r e m p l o y m e n t by y o u r 
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company, have y o u made an i n v e s t i g a t i o n o f t h e 

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

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

A. Yes, I h a v e . 

Q. A r e y o u g e n e r a l l y f a m i l i a r a b o u t t h e 

g e o l o g y i n t h e S o u t h Dagger Draw P o o l t h a t ' s t h e 

s u b j e c t o f t h e h e a r i n g ? 

A . Yes, I am. 

MR. KELLAHIN: We t e n d e r Mr. H a r d i e 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 CATANACH: Mr. H a r d i e i s so 

q u a l i f i e d . 

Q. (3Y MR. KELLAHIN; Mr. H a r d i e , l e t me 

d i r e c t y o u r a t t e n t i o n , s i r , t o E x h i b i t No. 1. 

Would y o u i d e n t i f y t h a t f o r me, p l e a s e ? 

A. E x h i b i t No. 1 i s j u s t a l o c a t i o n p l a t 

map. On i t we show Conoco's 100 p e r c e n t w o r k i n g 

i n t e r e s t a c r e a g e i n s o l i d y e l l o w . We show 

Conoco's p a r t i a l w o r k i n g i n t e r e s t a c r e a g e i n 

c r o s s h a t c h e d y e l l o w . The s h o r t S e c t i o n 35 Conoco 

h a s , I b e l i e v e , a b o u t a 55 p e r c e n t w o r k i n g 

i n t e r e s t , a l i t t l e more t h a n h a l f . 

The d o t t e d g r e e n l i n e s r e f e r t o t h e 

l o c a t i o n s o f two c r o s s - s e c t i o n s t h a t I ' v e 

p r e p a r e d . And w e ' l l need t o r e f e r t o t h i s map 
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l a t e r or. when we l o o k a t t h o s e c r o s s - s e c t i o n s . 

Q. L e t ' s s e t t h a t a s i d e as o u r i n d e x map. 

When y o u , as a g e o l o g i s t , a r e l o c k i n g a t t h i s 

p r o s p e c t , do y o u do what Ms. F l y d i d , and t h a t i 

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

i n t e r p r e t a t i o n s t o show t h e t h i c k n e s s and t h e 

l o c a t i o n o f t h e d o l o m i t e ? 

A. Yes, I do. 

Q. L e t me d i r e c t y o u r a t t e n t i o n t o E x h i b i 

No. 2. Does t h i s r e p r e s e n t y o u r w ork? 

A. Yes, i t d o e s . 

Q. D e s c r i b e f o r us what y o u ' v e done. 

A. T h i s i s an i s o p a c h map o f t h e d o l o m i t e 

t h i c k n e s s . The r e s e r v o i r a t Dagger Draw i s a 

c a r b o n a t e m a r g i n b u i l d u p . I t was a t some p o i n t 

a f t e r i t s d e p o s i t i o n p r e f e r e n t i a l l y d o l o m i t i z e d 

and d e v e l o p e d a v e r y c o a r s e s e c o n d a r y p o r o s i t y , 

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

So t h a t t h e g e o m e t r y o f t h e f i e l d i s 

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

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

The t h i c k n e s s o f t h a t f a i r w a y i s shown h e r e , 

a t t a i n s a maximum a l o n g t h e a x i s , c r t h e m i d d l e 

o f i t , a l i t t l e o v e r 400 f e e t i n t h i c k n e s s . And 

i t t h i n s o u t t o w a r d t h e f l a n k s t o a z e r o l i n e on 
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e i t h e r s i d e . And t h a t z e r o l i n e e s s e n t i a l l y 

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

Q. D e s c r i b e f o r us g e o l o g i c a l l y t h e 

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

Dagger Draw and I n d i a n B a s i n f a r t h e r s o u t h . 

A. These a r e we b e l i e v e t h a t I n d i a n B a s i n 

and S o u t h Dagger Draw a r e a c o n t i n u o u s r e s e r v o i r 

and t h a t i n f a c t I n d i a n B a s i n , S o u t h Dagger Draw, 

and N o r t h Dagger Draw a r e a l l p a r t o f a 

c o n t i n u o u s r e s e r v o i r . 

Q. When y o u l o o k a t t h e g e o l o g y , does i t 

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

p a r t i c u l a r a r e a o f Y a t e s ' a p p l i c a t i o n t h a t t h e 

o p e r a t o r s a r e d r i l l i n g gas w e l l s ? 

A. No, i t does n o t . 

Q . Why n o t ? 

A. Because o f t h e s t r u c t u r a l e l e v a t i o n o f 

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

d o l o m i t e f a i r w a y i t s e l f i s so h i g h t h a t we a r e , 

a t t h i s l o c a t i o n , w e ' r e up i n t h e gas cap. 

Q. Do y o u c o n c u r t h e n w i t h Ms. F l y and Mr. 

M c W h o r t e r t h a t i n a l l p r o b a b i l i t y t h i s w e l l 

l o c a t e d as Y a t e s p r o p o s e s i s g o i n g t o be a gas 

w e l l ? 

A. I do . 

RODRIGUEZ-VESTAL REPORTING 
505) 988-1772 



1 
JL 

2 

3 

4 

5 

6 

7 

8 

9 

: o 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

1 9 

2 0 

>~i -? 

2 2 

2 3 

2 4 

2 5 

72 

Q. L e t ' s use t h i s d i s p l a y and have you 

g i v e us some of t h e i n f o r m a t i o n on t h e s p e c i f i c 

c o n t r o l p o i n t s , t h e w e l l s t h a t you have a n a l y z e d 

t o make your i n t e r p r e t a t i o n and your judgment 

about those w e l l s . L e t ' s s t a r t w i t h t h e P r e s t o n 

i . That's i n S e c t i o n 35, and i t ' s got a c i r c l e 

drawn around i t . I g n o r e t h e c i r c l e f o r now. 

D e s c r i b e P r e s t o n 1 f o r me. 

A. P r e s t o n F e d e r a l No. 1, I t h i n k , was 

d r i l l e d i n 1970. I t had an I/P of around 1.5 

m i l l i o n c u b i c f e e t of gas per day. The P r e s t o n 

F e d e r a l 1 has been p r o d u c i n g t h a t e x a c t same 

amount s i n c e 1970 when i t was co m p l e t e d . And 

i t ' s p r o b a b l y t h e s i n g l e w e l l f o r whi c h we can 

base a l o t of our i n t e r p r e t a t i o n s on because i t 

has t h e most h i s t o r y . I t ' s been p r o d u c i n g f o r 

over 20 y e a r s . 

0. Mr. McWhorter i d e n t i f i e d t h a t as one of 

th e two of t h e be s t w e l l s i n t h a t immediate 

a r e a . Do you concur? 

A . I do. 

Q. The o t h e r one he i d e n t i f i e d i s t h e 

Mo j ave 1 . 

A. The Mo j ave 1 . 

Q. Do you a l s o concur t h a t i s t h e o t h e r 
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one ? 

A . I do . 

Q. D e s c r i b e f o r us t h e i m p o r t a n t 

i n f o r m a t i o n about t h e Mojave 1. 

A. The Mojave 1 i s f a i r l y s i m i l a r t o t h e 

P r e s t o n F e d e r a l No, 1. I t had an i n i t i a l 

p o t e n t i a l of s l i g h t l y h i g h e r t h a n t h e P r e s t o n 

F e d e r a l No. .1. I t h i n k about 1.6 t o 1.8 m i l l i o n 

c u b i c f e e t of gas per day. I'm not p o s i t i v e 

about t h e exac t I/P. But our a n a l y s i s t o da t e 

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

f a s h i o n t o the P r e s t o n F e d e r a l No. 1. 

Q. As we move c l o c k w i s e around, l e t ' s f i n 

the odd--sized S e c t i o n 34 t h a t has t h e P r e s t o n 4. 

A. Yes. 

Q. T e l l me about t h a t w e l l . 

A. The P r e s t o n F e d e r a l No. 4, I b e l i e v e , 

was d r i l l e d i n t h e — I t h i n k i t was d r i l l e d i n 

the e a r l y 80s by Conoco. I t was d r i l l e d w i t h o u t 

the b e n e f i t of some of t h e more r e c e n t knowledge 

t h a t we have of t h e d o l o m i t e r e s e r v o i r . 

We completed t h e P r e s t o n F e d e r a l No. 4 

t h r o u g h o u t t h e e n t i r e d o l o m i t e i n t e r v a l i n what 

appeared t o be p r o d u c t i v e . We've s i n c e l e a r n e d 

t h a t by c o m p l e t i n g i n t h e uppermost p o r t i o n of 
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t h e d o l o m i t e r e s e r v o i r , y o u can a v o i d t h e 

t y p i c a l l y h i g h w a t e r c u t s t h a t we saw i n t h e 

P r e s t o n 4. 

And we i n t e n d t o go and r e e n t e r t h a t 

w e l l b o r e and i s o l a t e t h o s e l o w e r p e r f o r a t i o n s and 

open a d d i t i o n a l p e r f o r a t i o n s h i g h e r up i n t h e 

f a i r w a y and b r i n g i t o n - l i n e . 

Q. L e t ' s go now i n t o S e c t i o n 34 a n d , 

l o o k i n g a t t h e e a s t h a l f o f 34, d e s c r i b e f o r us 

t h e P r e s t o n No. 2 w e l l . 

A. The P r e s t o n F e d e r a l No. 2 w e l l was 

d r i l l e d , I t h i n k , a b o u t t h e same t i m e as t h e 

4 and was one o f t h e s e c a s e s w h e r e i t came as a 

s h o c k t h a t we c o m p l e t e l y m i s s e d t h e d o l o m i t e 

f a i r w a y . The P r e s t o n F e d e r a l No. 2 had no 

d o l o m i t e w h a t s o e v e r . I t ' s a d r y h o l e . I t had no 

shows I n t h e C i s c o . 

Q . Move down t o t h e 4 0 - a c r e o f f s e t t o t h e 

s o u t h i n t h e s o u t h e a s t q u a r t e r o f 44 and y o u p i c k 

up t h e S m i t h No. 1. D e s c r i b e t h a t w e l l . 

A. The S m i t h No. 1 was d r i l l e d i n t h e 

e a r l y 60s by a n o t h e r o p e r a t o r . I t e n c o u n t e r e d 

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

and f o r one r e a s o n o r a n o t h e r t h e y had t o k i c k 

o f f t h e w e l l b e c a u s e t h e y l o s t t h e b o r e h o l e so 
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t h e y k i c k e d i t o f f and a t t e m p t e d a c o m p l e t i o n i n 

t h e C i s c o . 

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

d r i l l e d , t h e y r a n some DSTs. And as t h e Y a t e s 

e n g i n e e r and g e o l o g i s t t e s t i f i e d , one o f t h o s e 

DSTs r e p o r t e d a s i g n i f i c a n t amount o f o i l t h a t 

was c i r c u l a t e d o u t . Our o p i n i o n i s t h a t t h i s may 

have been m i s t a k e n l y c a l l e d an o i l and t h a t i t 

was p e r h a p s a c o n d e n s a t e b e c a u s e t h e r e was no 

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

p r o d u c e r . 

Q. What i s Conoco d o i n g , i f a n y t h i n g , f o r 

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

34 ? 

A. I'm s o r r y . C o u l d y o u ask t h a t a g a i n ? 

Q. S u r e . I n t h e e a s t h a l f o f 34, w h a t , i f 

any, p l a n s does Conoco have f o r a d d i t i o n a l w e l l s ? 

A. Conoco i s c u r r e n t l y p l a n n i n g t o s t a k e 

and d r i l l a l o c a t i o n i n t h e s o u t h w e s t o f 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 34, w h i c h w o u l d 

e s s e n t i a l l y be a t w i n t o t h e S m i t h No. i w e l l . 

Q. P r e v i o u s l y y o u had a s t a k e d l o c a t i o n i n 

t h e s o u t h e a s t o f t h e s o u t h e a s t o f 3 4? 

A. Yes, we d i d . 

Q. Why was t h a t w e l l n o t d r i l l e d ? 
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A. That w e l l was s t a k e d p r i o r t o t h e 

d r i l l i n g of the Mojave No. 1 w e l l . At t h a t t i m e 

b o t h Conoco and Yates b e l i e v e d t h e r e was a chance 

t h a t t h e r e may be an o i l column t h a t f a r s o u t h . 

Subsequent t o t h e d r i l l i n g of t h e 

Mojave and t h e e x t e n s i v e t e s t i n g t h a t Yates d i d 

i n t h e Mojave, we now know t h a t t h e r e i s no o i l 

column i n t h i s p a r t of t h e f i e l d . T h e r e f o r e t h a t 

l o c a t i o n i s no l o n g e r v i a b l e . 

We f e e l i t ' s i m p o r t a n t t o i n c r e a s e our 

s p a c i n g away f r o m t h e Mojave and away from t h e 

P r e s t o n F e d e r a l No. 1 and p l a c e i t i n t h e 

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

Q. L e t ' s go now t o E x h i b i t No. 3. Would 

you i d e n t i f y and d e s c r i b e t h a t e x h i b i t f o r us? 

A. E x h i b i t No. 3 i s a s t r u c t u r e map on the 

top of t h e Cisco Canyon d o l o m i t e . T h i s map shows 

a p r o m i n e n t n o r t h e a s t w a r d d i p on t h a t s u r f a c e , 

th e t o p of t h e r e s e r v o i r , such t h a t we're l o o k i n g 

at t he h i g h e s t p a r t of t h e r e s e r v o i r down a t t h e 

sout h w e s t end of t h e map. And, as we move down 

at t h e n o r t h e a s t , we get p r o g r e s s i v e l y l o w e r . 

T h i s map h e l p s t o e x p l a i n why we see 

gas and condensate p r o d u c t i o n i n N o r t h I n d i a n 

B a s i n a t the so u t h w e s t end of t h e map, gas and 
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condensate p r o d u c t i o n i n t h e P r e s t o n 

F e d e r a l - M o j a v e area. And t h e n as we get 

i n c r e a s i n g l y l o w e r , we e v e n t u a l y s t a r t s e e i n g o i l 

p r o d u c t i o n i n Yates' acreage i n S e c t i o n s 26 and 

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

My i n t e r p r e t a t i o n of t h e so u t h e r n m o s t 

l i m i t of o i l p r o d u c t i o n i s shown by t h e green 

dashed l i n e . 

Q. When you combine t h e s t r u c t u r e map and 

the i s o p a c h , what u l t i m a t e g e o l o g i c c o n c l u s i o n do 

you draw about Yates' l o c a t i o n i n t h e west h a l f 

of 34 ? 

A. When you l o o k a t t h e west h a l f of 

S e c t i o n 34, you can see t h a t by moving t o an 

un o r t h o d o x l o c a t i o n , e n c r o a c h i n g on Conoco's 

acreage t o t h e s o u t h and e n c r o a c h i n g on Conoco's 

acreage t o the e a s t , t h a t t h e y ' r e a l s o g a i n i n g 

s t r u c t u r a l e l e v a t i o n i n t h e w e l l . 

I f you r e f e r back t o E x h i b i t No. 2, you 

can a l s o see t h a t by moving t o the s o u t h and 

e a s t , t he Diamond F e d e r a l No. 1 a l s o i n c r e a s e s i n 

r e s e r v o i r t h i c k n e s s f r o m a p p r o x i m a t e l y 150 f e e t 

t o over 2 00 f e e t a c c o r d i n g t o way I've 

i n t e r p r e t e d i t . 

Q. Have you p r o v i d e d t h e e n g i n e e r i n g s t a f f 
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a t Conoco t h e n e c e s s a r y g e o l o g i c i n t e r p r e t a t i o n s 

f r o m w h i c h t h e y can do p r o d u c t i v e a c r e a g e 

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

h a l f o f 34 t h a t Y a t e s p r o p o s e s t o d e d i c a t e t h e i r 

w e l l t o ? 

A. We h a v e , Conoco's e n g i n e e r and m y s e l f , 

have w o r k e d on v o l u m e t r i c s f o r n o t o n l y S e c t i o n 

34 b u t a l s o o t h e r w e l l s i n t h a t a r e a , S e c t i o n 35 

and t h e M o j a v e w e l l . 

Q. L e t ' s l o o k a t t h e c r o s s - s e c t i o n , t h e 

f i r s t one, E x h i b i t 4, w h i c h i s t h e n o r t h - s o u t h 

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

A. T h a t i s c o r r e c t . 

Q. I d e n t i f y and d e s c r i b e t h a t f o r me, 

p l e a s e . 

A. T h i s i s c r o s s - s e c t i o n A-A p r i m e . And 

i f y o u ' l l r e f e r b a c k t o E x h i b i t 1, y o u can see 

t h e l o c a t i o n o f t h a t c r o s s - s e c t i o n . T h i s 

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

d o l o m i t e r e s e r v o i r . And on i t we c a n s e e , on 

ea c h l e g t h a t I ' v e e x h i b i t e d , we've g o t on t h e 

l e f t a gamma r a y c u r v e . On t h e r i g h t we've g o t 

p o r o s i t y c u r v e s , e i t h e r n e u t r o n o r d e n s i t y 

p o r o s i t y c u r v e s . 

The p u r p l e s h a d i n g i s t h e d o l o m i t e , o r 
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d o l o m i t i z e d p o r t i o n of t h e r e s e r v o i r . The gre e n 

l i n e s t h a t connect t h e v a r i o u s w e l l s are 

c o n n e c t i n g c o r r e l a t i v e markers t h a t you can f i n d 

i n t h e gamma r a y c u r v e . And t h e y g i v e you an 

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

l i n e . 

T h i s l i n e c l e a r l y shows a s i g n i f i c a n t 

change i n s t r u c t u r a l e l e v a t i o n . As you come from 

the N o r t h I n d i a n B a s i n on t h e s o u t h s i d e of t h e 

c r o s s - s e c t i o n , you move down-dip as you approach 

South Dagger Draw acreage. I t a l s o shows a 

s i g n i f i c a n t d i f f e r e n c e i n e l e v a t i o n between 

Marathon's w e l l s i n N o r t h I n d i a n B a s i n and 

Conoco's w e l l s i n South Dagger Draw. 

We f e e l l i k e t h i s d i f f e r e n c e i n 

s t r u c t u r a l e l e v a t i o n i s t h e reason why t h e w e l l s 

i n South Dagger Draw have t o be comp l e t e d i n t h e 

v e r y uppermost p o r t i o n of t h e d o l o m i t e 

r e s e r v o i r . Because as you move down-dip, as you 

get lower i n t h e s e c t i o n , t h e r e ' s s t i l l gas down 

t h e r e , but tri e w a ter c u t s become p r o h i b i t i v e from 

an economic s t a n d p o i n t . 

Q. Turn now t o E x h i b i t 5 and i d e n t i f y and 

d e s c r i b e t h e B-B prime c r o s s - s e c t i o n . 

A. C r o s s - s e c t i o n B-B p r i m e , as you can see 
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on E x h i b i t I a g a i n , i s g e n e r a l l y an e a s t - w e s t 

c r o s s - s e c t i o n t h r o u g h t h e P r e s t o n 2, S m i t h 1, 

M o j a v e 1, and t h e Depco No. 1 S h e l l F e d e r a l . 

I ' v e c o n s t r u c t e d t h i s c r o s s - s e c t i o n 

m o s t l y j u s t t o show t h e a b r u p t t e r m i n a t i o n o f t h e 

d o l o m i t e r e s e r v o i r b e t w e e n t h e S m i t h No. 1 and 

P r e s t o n F e d e r a l No. 2 w e l l s . T h i s i s a l s o shown 

on E x h i b i t No. 2 wher e we l o o k a t t h e d o l o m i t e 

t h i c k n e s s . And y o u c a n see t h a t b e t w e e n t h e 

S m i t h No. 1 and t h e P r e s t o n 2, t h e d o l o m i t e 

p i n c h e s o u t . 

E s s e n t i a l l y w h at we're s h o w i n g h e r e i s 

t h a t t h e n o r t h h a l f o f t h e 3 2 0 - a c r e p r o r a t i o n 

u n i t t o w h i c h t h e Diamond No. 1 w e l l w o u l d be 

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

a p p r o x i m a t e l y 660 a c r e s o f t h a t Diamond F e d e r a l 

No. 1 p r o r a t i o n u n i t w o u l d be p r o d u c t i v e . 

Q. Say i t a g a i n . You s a i d 660. I t h i n k 

y o u m i s s p o k e . T r y a g a i n . F o r g e t w h at y o u s a i d 

and s t a r t o v e r . 

A. Okay. A p p r o x i m a t e l y h a l f --. 

MR. STOVALL: C o a c h i n g . 

A. -- a p p r o x i m a t e l y h a l f o f t h e p r o r a t i o n 

u n i t a s s i g n e d t o t h e Diamond F e d e r a l No. 1 w i l l 

be p r o d u c t i v e . 
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Q. And how many a c r e s i s t h a t ? 

A. One h u n d r e d and s i x t y . I'm s o r r y . 

Q. (BY MR. KELLAHIN) A l l r i g h t . You s a i d 

660 . 

A. R i g h t . 

MR. STOVALL: D i s t a n c e s , n o t a c r e s . 

Does t h a t mean t h e y g e t a d o u b l e 

a l l o w a b l e , Mr. K e l l a h i n ? 

MR. KELLAHIN: W h a t e v e r t h e y w a n t . 

Q. (BY MR. KELLAHIN) As a g e o l o g i s t , when 

yo u l o o k a t t h e r e s e r v o i r and t h e r e l a t i o n s h i p s 

o f t h e e x i s t i n g w e l l s and t h e o p p o r t u n i t y f o r 

t h o s e w e l l s t o compete one w i t h a n o t h e r , does t h e 

Y a t e s w e l l g a i n an a d v a n t a g e a t t h e u n o r t h o d o x 

l o c a t i o n ? 

A. We f e e l t h a t t h e Y a t e s w e l l does 

b e c a u s e i t e n c r o a c h e s on Conoco's a c r e a g e i n two 

d i r e c t i o n s . I t e n c r o a c h e s t o w a r d t h e s o u t h by a 

d i s t a n c e o f 3 00 f e e t b e y o n d a l e g a l l o c a t i o n . I t 

e n c r o a c h e s t o w a r d t h e e a s t by a d i s t a n c e o f 100 

f e e t b e y o n d t h e l e g a l l o c a t i o n . I t a l s o i n so 

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

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

Q. I n y o u r o p i n i o n as a g e o l o g i s t , w h a t 

f a c t o r s s h o u l d t h e E x a m i n e r c o n s i d e r i n 
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d e t e r m i n i n g a p e n a l t y t o impose upon t h e Y a t e s 

w e l l l o c a t i o n , i f he a p p r o v e s t h a t l o c a t i o n ? 

A. I n o r d e r f o r t h e p e n a l t y t o be 

m e a n i n g f u l , we f e e l l i k e i t s h o u l d be b a s e d on an 

i n i t i a l p o t e n t i a l t e s t o f t h e w e l l . Our 

e x p e r i e n c e s so f a r have shown t h a t w e l l s i n S o u t h 

Dagger Draw, b e c a u s e o f t h e i r l o w e r s t r u c t u r a l 

p o s i t i o n t h a n N o r t h I n d i a n B a s i n w e l l s , c a n n o t 

p r o d u c e 14 m i l l i o n c u b i c f e e t o f gas p e r day. 

So t h a t a p e n a l t y on 14 m i l l i o n c u b i c 

f e e t o f gas w o u l d be m e a n i n g l e s s and t h a t i t 

s h o u l d be b a s e d on an i n i t i a l p o t e n t i a l t e s t . 

Q. Can y o u d e s c r i b e f o r t h e E x a m i n e r what 

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

a p p r o p r i a t e p e n a l t y ? 

A. T h e r e a r e two c o m p o n e n t s t h a t we f e e l 

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

p e n a l t y . The f i r s t o f w h i c h w o u l d be t h e f o o t a g e 

f a c t o r , t h e e n c r o a c h m e n t f a c t o r upon Conoco's 

a c r e a g e . The s e c o n d w o u l d be t h e l a c k o f 

p r o d u c t i v e r e s e r v o i r u n d e r l y i n g t h e 320 a c r e 

p r o r a t i o n u n i t . Not a l l o f t h a t u n i t i s g o i n g t o 

be p r o d u c t i v e ; t h e r e f o r e , i t s h o u l d be 

p e n a l i z e d . 

Q. Were E x h i b i t s 1 t h r o u g h 5 p r e p a r e d by 
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you? 

A, Yes, t h e y w e r e . 

MR. KELLAHIN: T h a t c o m p l e t e s my 

e x a m i n a t i o n o f Mr. H a r d i e . We move t h e 

i n t r o d u c t i o n o f h i s E x h i b i t s 1 t h r o u g h 5. 

EXAMINER CATANACH: E x h i b i t s 1 t h r o u g h 

5 w i l l be a d m i t t e d as e v i d e n c e . 

Mr. C a r r o l l . 

EXAMINATION 

BY MR. CARROLL: 

Q. Mr. H a r d i e , y o u i n d i c a t e d t h a t t h e , I 

b e l i e v e i t ' s t h e P r e s t o n No. 4 w e l l down i n 

s e c t i o n -- t h e n o n c o n v e n t i o n a i S e c t i o n 34 i n 

20- 1 / 2 , t h a t Conoco has p l a n s t o go b a c k i n and 

a p p a r e n t l y s q u e e z e o f f t h e l o w e r s e c t i o n o f t h e 

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

a t t e m p t ; i s t h a t c o r r e c t ? 

A. T h a t i s c o r r e c t . 

Q. How l o n g has t h i s w e l l been s h u t - i n ? 

A. T h i s w e l l has been s h u t - i n e s s e n t i a l l y 

s i n c e i t was d r i l l e d . 

Q. So a l m o s t t e n y e a r s t h e n ? 

A. T h a t i s c o r r e c t . 

Q. How l o n g has Conoco had p l a n s t o go i n 

and do what y o u ' v e j u s t d e s c r i b e d ? 
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A. We've had p l a n s t o do t h a t s i n c e we 

s t a r t e d f i g u r i n g o u t t h e r e s e r v o i r , w h i c h has 

been a p p r o x i m a t e l y a b o u t a y e a r , maybe a l i t t l e 

l o n g e r . 

Q. Have y o u p r e p a r e d AFEs ana gone t h a t 

f a r i n p r e p a r a t i o n a t t h i s t i m e , Mr. H a r d i e ? 

A. We have p r e p a r e d t o do t h i s . The o n l y 

t h i n g t h a t has h e l d us b a c k has been a gas 

c o m p r e s s i o n p r o b l e m t h a t we have i n Dagger Draw. 

U n t i l v e r y r e c e n t l y we wer e o v e r p r o d u c i n g i n 

t e r m s o f gas -- I'm s o r r y , I m i s s t a t e d t h a t . 

We had more gas p r o d u c t i o n t h a n we 

c o u l d h a n d l e i n o u r c o m p r e s s o r s . And we a l s o had 

t h e P r e s t o n F e d e r a l 1 s h u t - i n as a r e s u l t o f 

t h a t . We've s i n c e g o t t e n a d d i t i o n a l c o m p r e s s i o n 

and a r e p r e p a r e d new t o r e c o m p l e t e t h e P r e s t o n 

F e d e r a l No. 4. 

Q. When i s t h i s s l a t e d f o r t h i s 

r e c o m p l e t i o n a t t e m p t ? 

A. I t w o u l d be t h i s y e a r . I c a n ' t g i v e an 

e x a c t d a t e , b u t we p l a n t o do i t t h i s y e a r . 

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

up i n t h e e a s t h a l f o f S e c t i o n 34, when was t h e 

d e c i s i o n made t o move t h a t l o c a t i o n t o t h e e a s t 

f r o m t h e one t h a t has been shown on t h e l a n d 
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maps? 

A. T h a t l o c a t i o n move w o u l d have been 

s u b s e q u e n t t o t h e d r i l l i n g o f t h e M o j a v e No. 1 

w e l l . 

Q. A l l r i g h t . And how l o n g has t h e M o j a v e 

No. 1 w e l l been d r i l l e d , Mr. H a r d i e ? 

A. A p p r o x i m a t e l y t h r e e m o n t h s . I'm n o t 

a b s o l u t e l y c e r t a i n . 

Q. You made -- l e t me ask t h i s q u e s t i o n 

f i r s t . I a p o l o g i z e . 

You had a c h a n c e t o l o o k a t Y a t e s 

P e t r o l e u m ' s e x h i b i t s , i n p a r t i c u l a r E x h i b i t No. 

1 1 , w h i c h was p r e p a r e d by Ms. F l y , d i d y o u n o t , 

h e r s t r u c t u r e map on t o p o f t h e Canyon d o l o m i t e ? 

A. Yes. 

Q. The s t r u c t u r e s d e p i c t e d by t h a t map and 

t h e one d e p i c t e d on y o u r s t r u c t u r e map, E x h i b i t 

3, d i f f e r somewhat, does i t n o t ? 

A. Yes, t h e y do. 

Q. And i n f a c t , i f y o u l o o k a t Ms. F l y ' s , 

h e r i n t e r p r e t a t i o n o f t h e s t r u c t u r e , y o u r 

s t a t e m e n t t h a t by m o v i n g t h i s w e l l f r o m t h e 

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

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

h e r m a p p i n g ; i s t h a t c o r r e c t ? 
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A. I'm n o t s u r e w hat c o n t o u r what t h i s 

c o n t o u r i n t e r v a l 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 

w e l l l o c a t i o n -- what t h a t i s . 

S h o u l d t h a t be m i n u s 3800 f e e t ? 

MS. FLY: T h a t w o u l d be m i n u s 3750. 

A. Okay. 

Q. But no m a t t e r w hat i t i s , w h e t h e r i t ' s 

3800 o r 3750, t h e m o v i n g o f t h e w e l l w o u l d n o t 

move, a t l e a s t as d e p i c t e d on t h a t s t r u c t u r e map, 

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

p o s i t i o n ? 

A. A c c o r d i n g t o h e r i n t e r p r e t a t i o n . 

Q. So t h e i n t e r p r e t a t i o n o f Ms. F l y and 

y o u r i n t e r p r e t a t i o n do d i f f e r w i t h r e s p e c t t o 

t h a t one i s s u e ? 

A . They do. The r e a s o n t h a t my map shows 

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

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

on t h e d i f f e r e n c e i n e l e v a t i o n b e t w e e n t h e S m i t h 

No. 1 w e l l and t h e M o j a v e No. 1 w e l l w h e r e y o u 

see a t r e n d m o v i n g f r o m t h e S m i t h w e l l o f m i n u s 

376 2, a c c o r d i n g t o my i n t e r p r e t a t i o n , t o w a r d a 

h i g h e r p o s i t i o n i n t h e M o j a v e w e l l o f m i n u s 

3715. 

T h a t g e n e r a l t r e n d i n d i c a t e s t h a t as 
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y o u move t o t h e s o u t h e a s t , y o u g a i n s t r u c t u r a l 

e l e v a t i o n . 

Q. And, as Ms. F l y t e s t i f i e d t h a t she had 

i n f o r m a t i o n f r o m a l l t h e s e w e l l s , y o u must assume 

t h a t she had a d v a n t a g e o f t h e same i n f o r m a t i o n 

t h a t y o u j u s t t o l d us a b o u t ? 

A. T h a t i s t r u e . 

Q. Now, a l s o on y o u r E x h i b i t No. 3, t h e 

g r e e n d a s h e d l i n e , now am I c o r r e c t i n s t a t i n g 

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

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

g r e e n l i n e i s what y o u ' r e c a l l i n g t h e gas gap, 

f o r l a c k o f a b e t t e r t e r m ? 

A. A c c o r d i n g t o my i n t e r p r e t a t i o n , y e s . 

Q. So when y o u g e t -- t h e r e i s p r o b a b l y 

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

g r e e n l i n e t o t h e p r o p o s e d Diamond AKI l o c a t i o n 

r o u g h l y ? 

A . R o u g h I y . 

Q. So t h e p r o p o s e d l o c a t i o n i s w e l l w i t h i n 

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

c o r r e c t ? 

A. Yes. 

Q. And t h i s P r e s t o n No. 1 w e l l , w h i c h i s 

a c t u a l l y a l m o s t s i t u a t e d on a d i r e c t l i n e b e t w e e n 
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th e AKI and t h i s g reen hashed l i n e , t h a t w e l l has 

been p r o d u c i n g f o r s o m e t h i n g l i k e 20 y e a r s ; 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. And i t ' s been a gas w e l l and i t ' s 

p r o d u c i n g today j u s t as good as i t was p r o d u c i n g 

when i t was completed? 

A. I t produces gas and some s m a l l amount 

of condensate. 

Q. And t h a t ' s what i t ' s done from day one 

t c t h e p r e s e n t time? 

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

Q. Now, I b e l i e v e you were p r e s e n t when 

Mr. McWhorter was t e s t i f y i n g about t h e 

methodology of f i g u r i n g what t h e a l l o w a b l e i s 

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

A . Yes. 

Q. And I guess because Mr. K e l l a h i n , he 

came up w i t h t h e same $14 m i l l i o n f i g u r e , I guess 

y o u ' r e not r e a l l y d i s a g r e e i n g much w i t h Mr. 

McWhorter's at l e a s t e x t r a p o l a t i o n u s i n g t h e 

r u l e ? 

MR. KELLAHIN: You misspoke. I w i s h i t 

was d o l l a r s . 

MR. CARROLL: You're r i g h t . Mcf. I do 
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t o o . 

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

o u r d i s c u s s i o n r i g h t now, i t a p p e a r s t h a t Conoco 

and Y a t e s a r e i n t e r p r e t i n g t h e r u l e and a p p l y i n g 

i t i n t h e same b a s i c f a s h i o n ? 

A. T h a t i s c o r r e c t . 

Q. Has Conoco made any a p p l i c a t i o n t o 

amend t h a t p a r t i c u l a r f i e l d r u l e d e a l i n g w i t h t h e 

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

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

A. No, we have n o t . 

Q. I s one c o n t e m p l a t e d t o y o u r k n o w l e d g e 

a t t h i s t i m e , Mr. H a r d i e ? 

A. To my k n o w l e d g e a t t h i s t i m e , one i s 

n o t . 

Q. Mr. H a r d i e , a r e y o u a w a r e , what I --

t h i s p r o p o s a l o f y o u r s -- and Mr. K e l l a h i n , he 

d i d n ' t r e a l l y p u l l i t f r o m y o u as a s p e c i f i c 

p r o p o s a l , b u t he d i d i t i n t h e sen s e o f w h a t 

f a c t o r s do y o u t h i n k w o u l d be m e a n i n g f u l f o r t h e 

C o m m i s s i o n o r t h e D i v i s i o n t o u t i l i z e h e r e . 

F r a n k l y , I ' v e l o s t my t r a i n o f t h o u g h t . E x c u s e 

me, Mr. H a r d i e . I ' l l t r y a g a i n . I a p o l o g i z e . 

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

have i n d i c a t e d t o Mr. K e l l a h i n t h a t y o u t h i n k a r e 
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s i g n i f i c a n t and s h o u l d be g i v e n c o n s i d e r a t i o n by 

t h e D i v i s i o n , a r e y o u aware o f any e x a m p l e s i n 

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

c o m p r i s e d o f t h e N o r t h and S o u t h Dagger Draws, 

w h e r e a w e l l has been p e n a l i z e d and t h e p e n a l t y 

has been a p p l i e d t o what y o u have been b a s i c a l l y 

a d v o c a t i n g , t h a t o f g o i n g a g a i n s t t h e i n i t i a l l y , 

t h e a b s o l u t e open f l o w o f t h e w e l l and as 

v e r i f i e d by p r o d u c t i o n t e s t s , a r e y o u aware o f 

w h e r e v e r t h e C o m m i s s i o n has u t i l i z e d t h a t 

s t a n d a r d ? 

A. I'm n o t t h a t f a m i l i a r w i t h v a r i o u s 

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

Q. So w i t h r e s p e c t t o t h i s p o o l , y o u j u s t 

d o n ' t , y o u ' r e n o t aware o f any, t o y o u r k n o w l e d g e 

anyway? 

A. W i t h r e s p e c t t o t h i s p o o l , I'm n o t 

aware o f t h a - ; , no. 

Q. Okay. Now, y o u -- and i f I g e t o u t o f 

y o u r a r e a o f e x p e r t i s e , p l e a s e t e l l me so. Mr. 

M c W h o r t e r i n h i s e x h i b i t s , he t o o k t h e two 

l o c a t i o n s and he drew c i r c l e s a r o u n d t h e a r e a o f 

d r a i n a g e . 

A. Uh-huh. 

Q. T h a t c o n c e p t u a l l y i s what I'm t a l k i n g 
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abo u t . I s t h a t n ot the way d r a i n a g e i s l o o k e d 

upon as o c c u r r i n g when you l o o k a t a p a r t i c u l a r 

l o c a t i o n , t h a t b e i n g drawn i n a c i r c l e around 

t h a t p a r t i c u l a r l o c a t i o n t h a t ' s i n c o n t r o v e r s y ? 

A. You are -- I am s t r e t c h i n g t h e l i m i t s 

of my e x p e r t i s e by a n s w e r i n g t h i s . But I do know 

t h a t i t depends on -- t h e shape of t h a t d r a i n a g e 

area depends on v a r i o u s f a c t o r s and v a r i o u s 

c h a r a c t e r i s t i c s of t h e r e s e r v o i r . For example, 

i s t h e r e a p r e f e r r e d f l o w path? And w i t h o u t any 

da t a t o i n d i c a t e a p r e f e r r e d f l o w p a t h , t h e 

tendency i s t o go ahead and draw i t as a c i r c l e . 

Q. Do you have any d a t a or aware of any 

p r e f e r r e d f l o w p a t h as you've t a l k e d about? 

A . I d o n o t . 

MR. CARROLL: I have t o c o n f e r w i t h my 

g e o l o g i s t . I'm n o t as e x p e r t i n the m a t t e r s of 

ge o l o g y as my c o c o u n s e l . 

I have no f u r t h e r q u e s t i o n s . 

MR. STOVALL: I ' d l i k e t o ask one back 

t o t h e g e o l o g y . I sometimes get i n t o t h a t . 

EXAMINER CATANACH: I know. 

EXAMINATION 

BY MR. STOVALL: 

Q. I n t h e p r e h e a r i n g s t a t e m e n t Conoco has 
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e s s e n t i a l l y s a i d t h e y are opposed t o t h e g r a n t i n g 

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

A. We are opposed t o t h e g r a n t i n g of t h i s 

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

Q. As a g e o l o g i s t , i f t h i s were your t r a c t 

and t h e BLM t o l d you you c o u l d not d r i l l a t an 

o r t h o d o x l o c a t i o n , w h i c h way would you recommend 

t o your company t h a t i t move i t s w e l l ? 

A. I f i t were my t r a c t , I would recommend 

t o my company t h a t we d i r e c t i o n a l l y d r i l l t o a 

l e g a l and o r t h o d o x b o t t o m h o l e l o c a t i o n from an 

o r t h o d o x s u r f a c e l o c a t i o n . There are l e g a l or 

t h e r e appear t o be, a c c o r d i n g t o t h e t o p o g r a p h i c 

map l o c a t i o n s w h i c h would be approved by t h e BLM, 

I don't know t h i s f o r a f a c t , b u t t h e r e appear t o 

be on the topo map I n t h e n o r t h , n o r t h e a s t — or 

n o r t h w e s t q u a r t e r of S e c t i o n 34. 

I would most l i k e l y , i n o r d e r t o a v o i d 

c o n f l i c t , recommend t h a t we s t a k e a l o c a t i o n , a 

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

a l e g a l b o t t o m h o l e l o c a t i o n . 

Q. I n p r e f e r e n c e t o d r i l l i n g t o an 

u n o r t h o d o x I c c a t i o n w i t h a p p r o v a l ? 

A. Yes. I t ' s a l o t s i m p l e r . 

Q. You'd r a t h e r d e a l w i t h a d i r e c t i o n a l 
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m o t o r t h a n t h e C o m m i s s i o n ; i s t h a t what y o u ' r e 

s a y i n g ? 

A. E x a c t l y . I t r u s t t h e d i r e c t i o n a l m o t o r 

more. 

MR. CATANACH: T h a t ' s on t h e r e c o r d . 

Q. (BY MR. STOVALL) I t h i n k w h a t y o u 

meant t o say,, y o u c o u l d p r e d i c t t h e d i r e c t i o n a l 

m o t o r more; i s t h a t i t ? 

A. T h a t ' s what I meant. 

MR. CARROLL: I move f o r a d i r e c t e d 

v e r d i c t a t t h i s p o i n t . 

Q. (BY MR. STOVALL) The s e c o n d p a r t o f 

i t , j u s t f r o m a r e a l i t y and g e o l o g i c a l p r o d u c i n g 

t h i n g , y o u ' v e recommended u s i n g a p r o d u c t i v e a r e a 

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

A. Yes, I h a v e . 

Q. And a p r o d u c t i v e a r e a i s n o t t h e b a s i s 

f o r a l l o w a b l e i n t h e f i r s t p l a c e . I s t h a t r e a l l y 

t r u l y r e f l e c t i v e ? I mean, w h a t ' s y o u r r a t i o n a l e 

f o r s u g g e s t i n g t h a t a w e l l t h a t ' s moved s o m e t h i n g 

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

s h o u l d be added t o i t — p r o d u c t i v e a c r e a g e , t h a t 

w o u l d n ' t be a f a c t o r i f t h a t were i n an o r t h o d o x 

l o c a t i o n ? 

A. My r a t i o n a l e f o r t h a t w o u l d be t h e r i s k 
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o f t h a t z e r o l i n e on E x h i b i t No. 2, as Y a t e s has 

t e s t i f i e d and I c o n c u r , b o t h o f o u r z e r o l i n e s 

a r e f a i r l y o p t i m i s t i c . So t h a t a p e s s i m i s t i c 

z e r o l i n e w o u l d be m o v i n g t o t h e s o u t h e a s t . I f 

t h a t w e r e t h e c a s e , t h e r e w o u l d be, y o u know, 

p e r h a p s t e n t o 20 p r o d u c t i v e a c r e s on Y a t e s ' 

3 2 0 - a c r e p r o r a t i o n u n i t . And i f t h a t w e l l was 

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

r e s e r v e s f r o m Conoco's a d j a c e n t a c r e a g e . 

So t h a t a p e n a l t y b a s e d on t h e amount 

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

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

Q. I f t h e y go b a c k and d i r e c t i o n a l d r i l l , 

and y o u r a s s u m p t i o n s a r e t h e same t h e r e , t h e n 

t h e y ' r e s t i l l g o i n g t o d r a i n most o f t h e i r 

r e s e r v e s f r o m Conoco's a c r e a g e w i t h o u t l i m i t ; 

r i g h t ? 

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

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

h a v e . I g o t h i m i n deep enough t r o u b l e . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. You do have c o n f i d e n c e t h a t y o u r z e r o 

l i n e d o e s n ' t e x t e n d any f a r t h e r n o r t h ? 

A. I t h i n k my z e r o l i n e e x t e n d s a l i t t l e 
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f a r t h e r n o r t h t h a n Y a t e s ' . J u s t a q u i c k 

c o m p a r i s o n , i t a p p e a r s t o be a l i t t l e more 

o p t i m i s t i c . G e o l o g i s t s a r e r e w a r d e d f o r b e i n g 

o p t i m i s t i c . 

MR. STOVALL: Do y o u t h i n k t h e r e ' s any 

p o s s i b i l i t y i t c o u l d be f u r t h e r n o r t h ? I s n ' t 

t h a t what y o u meant? 

EXAMINER CATANACE: R i g h t . 

MR. STOVALL: I n o t h e r w o r d s , m i g h t 

t h e r e be more p r o d u c t i v e a c r e a g e t h a n y o u have 

mapped? 

THE WITNESS: T h a t c o u l d be t h e c a s e . 

However, i f t h e r e was n e v e r a w e l l d r i l l e d t h e r e , 

y o u w o u l d n e v e r know t h a t . 

EXAMINER CATANACH: T h a t ' s a l l I h a v e . 

THE WITNESS: You've h e a r d e n o u g h . 

MR. KELLAHIN: I ' d l i k e t o c a l l my 

e n g i n e e r i n g w i t n e s s , Mark M a j c h e r . He s p e l l s h i s 

name M - a - j - c - h - e - r . And y o u t r y n o t t o p r o n o u n c e 

t h e " J , " i s t h a t how we do i t , Mark? 

THE WITNESS: T h a t ' s r i g h t . 

MR. KELLAHIN: M a j c h e r . 

MR. STOVALL: W e ' l l l e t h i m p r o n o u n c e 

i t c o r r e c t l y . 

MR. KELLAHIN: See i f w e ' r e c l o s e ; 
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r i g h t ? 

MR. STOVALL: Yes. What's he g o i n g t o 

say a b o u t t h e C o m m i s s i o n , Mr. K e l l a h i n ? 

MR. KELLAHIN: L e t ' s w a i t and s e e . I t 

may be t h e h i g h l i g h t o f t h e day. 

MARK MAJCHER 

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

e x a m i n e d and t e s t i f i e d as f o l l o w s - . 

EXAMINATION 

BY MR. KELLAHIN: 

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 ? 

A. My name i s Mark M a j c h e r . I'm a 

r e s e r v o i r e n g i n e e r w i t h Conoco, I n c o r p o r a t e d , i n 

M i d l a n d T e x a s . 

Q. Mr, M a j c h e r , have y o u on p r i o r 

o c c a s i o n s 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 ? 

A. No, s i r , I have n o t . 

Q. Summarize f o r us y o u r e d u c a t i o n . 

A. I have a b a c h e l o r ' s d e g r e e and a 

m a s t e r ' s d e g r e 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 . 

Q. I n what y e a r s ? 

A. 85 and 89 r e s p e c t i v e l y . 

0. From w h a t i n s t i t u t e ? 
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A. The P e n n s y l v a n i a S t a t e U n i v e r s i t y . 

Q. B o t h d e g r e e s f r o m t h a t u n i v e r s i t y ? 

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

0. Summarize f o r us y o u r e m p l o y m e n t 

b a c k g r o u n d as a p e t r o l e u m e n g i n e e r . 

A. I s p e n t f o u r y e a r s w o r k i n g w i t h 

Conoco. My f i r s t two y e a r s w e r e s p e n t i n t h e 

r e s e r v o i r s t u d y g r o u p i n H o u s t o n , T e x a s . And t h e 

two a d d i t i o n a l y e a r s w e r e s p e n t i n Hobbs, New 

M e x i c o , and M i d l a n d , T e x a s , a l s o i n r e s e r v o i r 

e n g i n e e r i n g c a p a c i t y . 

Q. Do p a r t o f y o u r d u t i e s as a r e s e r v o i r 

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

p r o d u c t i o n i n t h e Dagger Draw R e s e r v o i r s ? 

A. Yes, s i r . 

Q. Have y o u w o r k e d i n c o n j u n c t i o n w i t h Mr. 

H a r d i e t o make an e v a l u a t i o n o f Y a t e s ' 

a p p l i c a t i o n b e f o r e t h e E x a m i n e r t h i s a f t e r n o o n ? 

A. Yes, s i r , I h a v e . 

Q. Based upon t h a t s t u d y have y o u r e a c h e d 

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

A. Yes, s i r , I h a v e . 

MR. KELLAHIN: I t e n d e r Mr. M a j c h e r 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 CATANACH: He i s so q u a l i f i e d . 
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Q . (BY MR. KELLAHIN) L e t me a s k y o u t o 

t u r n t o E x h i b i t No. 6 and i d e n t i f y t h a t f o r me. 

A. Yes, s i r . E x h i b i t 6 i s a p r o d u c t i o n 

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

F e d e r a l No. 1, t h e gas w e l l l o c a t e d i n S o u t h 

Dagger Draw. The P r e s t o n F e d e r a l No. 1 i s t h e 

o l d e s t w e l l i n t h e a r e a . I t has t h e most d a t a . 

And. as we can see f r o m t h e p l o t , t h i s w e l l has 

had a l o n g p r o d u c t i o n l i f e and s u s t a i n e d r a t e s . 

The gas i s o u t l i n e d i n r e d , t h e w a t e r 

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

Q. Have y o u e x a m i n e d t h e d a t a t h a t i s 

a v a i l a b l e f o r t h i s w e l l t o s a t i s f y y o u r s e l f t h a t 

i t i s a c c u r a t e and c o r r e c t ? 

A . Yes, s i r . 

Q. Can y o u d e t e r m i n e f r o m t h e p e r f o r m a n c e 

o f t h i s w e l l t h a t i t i s i n f a c t a gas w e l l ? 

A. Based on t h e f a c t t h a t i t p r o d u c e s 

a b o u t 8 t o 10 b a r r e l s o f c o n d e n s a t e a day and 1.5 

m i l l i o n cubic: f e e t o f gas a day, I w o u l d s ay i t 

i s a gas w e l l , y e s . 

Q . Do y o u c o n c u r w i t h t h e o t h e r t h r e e 

e x p e r t s t h a t have t e s t i f i e d a h ead o f y o u t h a t t h e 

Y a t e s w e l l l o c a t i o n i s i n a l l p r o b a b i l i t y g o i n g 

t o be a gas w e l l ? 
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A . Yes. 

Q. When y o u have i n f o r m a t i o n f r o m t h e 

P r e s t o n F e d e r a l No. 1, as y o u do h e r e , how have 

you u t i l i z e d i t i n a n a l y z i n g t h e i m p a c t t h a t 

Y a t e s ' a p p l i c a t i o n w i l l h ave on Conoco's i n t e r e s t 

i n t h i s a r e a ? What d i d y o u do? 

A. W e l l , I u t i l i z e d t h e a v a i l a b l e d a t a 

f r o m t h e P r e s t o n F e d e r a l 1 t o show t h a t gas w e l l s 

i n S o u t h Dagger Draw have l o n g p r o d u c t i o n l i v e s , 

s u s t a i n e d r a t e s , and t h e y d r a i n l a r g e a r e a s , 

w h i c h we w i l l go i n t o i n a s e c o n d . 

0. Do y o u f i n d t h a t t h e s e w e l l s a r e g o i n g 

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

t h e Y a t e s w e l l w i l l h ave a d r a i n a g e a r e a t h a t 

w i l l e x t e n d b e y o n d i t s s p a c i n g u n i t ? 

A. Yes, s i r . 

Q. I n a n a l y z i n g t h e d r a i n a g e a r e a have y o u 

p r e p a r e d a P o v e r Z v e r s u s "cum" p l o t o f t h e 

p e r f o r m a n c e o f t h e P r e s t o n F e d e r a l 1 w e l l ? 

A. Yes, s i r , I h a v e . T h a t ' s shown as 

E x h i b i t 7. 

Q. Why d i d y o u want t o do t h a t ? 

A. W e l l , t h e r e a s o n I w a n t e d t o do t h i s i s 

t o g e t a good e s t i m a t e o f t h e e s t i m a t e d u l t i m a t e 

r e c o v e r y f o r t h e P r e s t o n F e d e r a l 1 t o use I n my 
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v o l u m e t r i c d r a i n a g e c a l c u l a t i o n s . P over Z 

v e r s u s c u m u l a t i v e gas p l o t i s p r e t t y much an 

i n d u s t r y s t a n d a r d f o r d o i n g t h a t . 

Q. Have you s a t i s f i e d y o u r s e l f t h a t you 

have enough p r e s s u r e p o i n t s over t i m e t o 

e s t a b l i s h a r e l i a b l e d e c l i n e curve from w h i c h t o 

e x t r a p o l a t e u l t i m a t e r e c o v e r y f o r t h e w e l l ? 

A. W i t h o u t a d o u b t , even though t h e r e are 

o n l y f o u r p r e s s u r e p o i n t s , t h o s e are spaced over 

20 y e a r s and 4 Bcf w o r t h of p r o d u c t i o n , and t h e y 

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

t h a t t h i s w e l l behaves v o 1 u m e t r i c a I I y , i . e . , no 

s i g n i f i c a n t w a t e r i n f l u x . 

Q. W i t h t h a t i n f o r m a t i o n t h e n what d i d you 

do? 

A. I to o k t h e e s t i m a t e d u l t i m a t e r e c o v e r y 

from t h e P r e s t o n F e d e r a l 1 a l o n g w i t h numerous 

other' v o l u m e t r i c p a r a m e t e r s and d e t e r m i n e d t h e 

d r a i n a g e area and r a d i u s from w h i c h t h e P r e s t o n 

F e d e r a l 1 dratins t h e r e s e r v o i r . 

Q. Let me t u r n now t o E x h i b i t 8, and t h a t 

i s your d i s p l a y of those p a r a m e t e r s and t h e 

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

A. That's r i g h t . T h i s e x h i b i t o u t l i n e s 

t h e d a t a and methodology f o r t h a t c a l c u l a t i o n . 
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Q. What's t h e end c o n c l u s i o n about t h e 

c a l c u l a t i o n ? 

A. The end c o n c l u s i o n i s t h a t South Dagger 

Draw gas w e l l s do d r a i n f a r more t h a n 320 a c r e s . 

More l i k e l y 5 75 t o 640, 650, something l i k e t h a t . 

Q . Why i s t h a t i n f o r m a t i o n i m p o r t a n t t o 

you i n a n a l y z i n g what t o do w i t h r e g a r d s t o the 

Yates' a p p l i c a t i o n f o r t h e i r u n o r t h o d o x gas w e l l 

l o c a t i o n ? 

A. W e l l , i t ' s i m p o r t a n t t o me t o see t h a t 

t h e i r p roposed l o c a t i o n w i l l u n d o u b t e d l y d r a i n 

more t h a n t h e i r f a i r share of Conoco r e s e r v e s 

from t h e o r t h o d o x l o c a t i o n because t h e r e i s such 

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

w e l l s . 

Q. Let me ask you t o t u r n t o E x h i b i t No. 

9. Would you i d e n t i f y and d e s c r i b e t h a t e x h i b i t ? 

A. Yes. T h i s i s a p l o t of p r e s s u r e 

h i s t o r y c omparison between t h e Conoco-operated 

P r e s t o n F e d e r a l 1 and t h e Yates-Mojave No. 1. 

The P r e s t o n F e d e r a l No. 1 had an i n i t i a l p r e s s u r e 

of a p p r o x i m a t e l y 2800 PSI, w h i l e t h e Mojave No. 1 

shows an i n i t i a l p r e s s u r e of 2100 PSI. 

Now, my c o n c l u s i o n i s t h e o n l y way t h a t 

t h e i n i t i a l p r e s s u r e s c o u l d be so s i g n i f i c a n t l y 
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d i f f e r e n t i s by p r e s s u r e d e p l e t i o n f r o m t h e 

P r e s t o n F e d e r a l No. 1 on t h e M o j a v e No. 1. And 

t h i s i s g r a p h i c a l l y i l l u s t r a t e d i n E x h i b i t No. 2 

where we have d r a w n t h e t h e o r e t i c a l d r a i n a g e 

r a d i u s f r o m my c a l c u l a t i o n and p l a c e d i t on t h e 

map . 

Q. L o o k i n g a t E x h i b i t 9 y o u have t h e 

p r e s s u r e d a t a o v e r t i m e on t h e P r e s t o n F e d e r a l ? 

A. Uh-huh. 

Q. T h a t i s a r e p o r t e d p r e s s u r e t h a t i s 

m e a s u r e d i n t h e w e l l ? 

A. T h a t ' s r i g h t . S t a t i c b o t t o m h o l e 

p r e s s u r e . 

Q. T h i s i s b o t t o m r e s e r v o i r p r e s s u r e ? 

A. R e s e r v o i r p r e s s u r e a d j u s t e d t o a common 

datum . 

Q. I s t h a t r e l i a b l e i n f o r m a t i o n f r o m w h i c h 

t o d e t e r m i n e r e s e r v o i r p r e s s u r e ? 

A . Yes, s i r . 

Q. And P r e s t o n F e d e r a l 1 p r o d u c e s o v e r 

2 0-some y e a r s ' p e r i o d ? 

A. R i g h t . 

Q. The M o j a v e 1 i s d r i l l e d , t e s t e d , and a 

p r e s s u r e measurement i s t a k e n on t h a t w e l l ? 

A. R i g h t . 
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Q. And wh a t d i d y o u f i n d ? 

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

t h e M o j a v e was s i g n i f i c a n t l y l e s s t h a n t h e 

i n i t i a l p r e s s u r e f r o m t h e P r e s t o n F e d e r a l 

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

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

Q. Was t h e r e any o t h e r w e l l w i t h i n t h i s 

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

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

F e d e r a l 1 w e l l ? 

A . No . 

Q. You've t h e n t a k e n t h a t i n f o r m a t i o n and 

y o u ' v e s c r i b e d a c i r c l e on one o f Mr. H a r d i e ' s 

d i s p l a y s t o g i v e a v i s u a l r e f e r e n c e , E x h i b i t No. 

2 ? 

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

Q. As t o a l l a y s t h e t h e o r e t i c a l a r e a t h a t 

w o u l d have been a f f e c t e d by t h e P r e s t o n 1 w e l l ? 

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

Q. Have y o u d e v e l o p e d a r e c o m m e n d a t i o n t o 

t h e E x a m i n e r f o r a p e n a l t y t o be i m p o s e d upon t h e 

Y a t e s w e l l i n o r d e r t o b a l a n c e t h e e q u i t i e s 

b e t w e e n t h e p a r t i e s ? 

A. Yes, we h a v e . We've d e t e r m i n e d w hat we 

b e l i e v e i s a f a i r and m e a n i n g f u l p e n a l t y . 
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Q. A i l r i g h t . B e f o r e we t a l k a b o u t y o u r 

p e n a l t y , l e t ' s t a l k a b o u t Y a t e s ' p r o p o s e d 

p e n a l t y . 

A. Uh-huh. 

Q. I t had s e v e r a l c o m p o n e n t s . The f i r s t 

t wo o f w h i c h were t h e d i s t a n c e e n c r o a c h m e n t 

f a c t o r s , n o r t h , s o u t h , e a s t , w e s t ? 

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

Q. I n a d d i t i o n , Mr. M c W h o r t e r h ad f a c t o r e d 

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

d o u b l e c i r c l e — 

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

q. -- b u s i n e s s . Okay. Then he had 

a v e r a g e d a l l o f t h o s e and come up w i t h h i s 21 

p e r c e n t p e n a l t y . And t h e n he p r o p o s e d t o a p p l y 

t h a t t o t h e t o p gas p r o d u c i n g a l l o w a b l e o f 14 

m i l l i o n ? 

A. C o r r e c t . 

Q. A l l r i g h t . Where i n t h a t a n a l y s i s do 

you and he have d i f f e r e n c e s ? 

A. The d i f f e r e n c e w o u l d be i n t h e d r a i n a g e 

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

d r a i n 320 a c r e s , and I b e l i e v e w i t h o u t a d o u b t i t 

w o u l d d r a i n a much l a r g e r a r e a . 

Q. I n t e r m s o f y o u r p r o p o s e d p e n a l t y , have 
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y o u f a c t o r e d i n a c omponent t o t h e p e n a l t y t h a t 

e q u a t e s t o w h at Mr. M c W h o r t e r u s e d when he had 

t h e d o u b l e c i r c l e ? 

A. Have we s p e c i f i c a l l y f a c t o r e d i n a 

d r a i n a g e p e n a l t y ? 

Q . Yes. 

A. Nc, s i r . The d r a i n a g e w o u l d be 

f a c t o r e d i n b a s e d on f o o t a g e e n c r o a c h m e n t . 

Q. A l l r i g h t . So y o u have u s e d t h a t 

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

A. R i g h t . 

Q. What e l s e have y o u done? 

A. We added an a d d i t i o n a l p e n a l t y b a s e d on 

t h e f a c t t h a i : 5 0 p e r c e n t o f t h e Y a t e s p r o r a t i o n 

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

Q. How d i d y o u make t h a t d e t e r m i n a t i o n ? 

A. By l o o k i n g a t t h e i s o p a c h maps t h a t 

w e r e a v a i l a b l e t o us and s e e i n g t h a t , w h e r e t h e 

p o s i t i o n o f t h e z e r o l i n e i s , t h a t a p p r o x i m a t e l y 

50 p e r c e n t o f t h a t 320 p r o r a t i o n u n i t c o n t a i n s 

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

0. W e ' l l go t h r o u g h t h e c a l c u l a t i o n i n a 

m i n u t e . Do y o u have a r e c o m m e n d a t i o n t o t h e 

E x a m i n e r as t o w h at t o c a l c u l a t e t h a t p e n a l t y 

a g a i n s t ? 
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A . Yes, s i r . 

Q. What i s i t ? 

A. S i n c e e v e n t h e b e s t o f w e l l s o u t t h e r e 

do n o t come a n y w h e r e c l o s e t o t h e 14 m i l l i o n a 

day a l l o w a b l e , i t seems f a i r and j u s t t o a p p l y 

t h a t t o a 24 - h o u r o f f i c i a l p o t e n t i a l t e s t t o 

p r o t e c t Conoco r i g h t s a g a i n s t d r a i n a g e . 

Q. Why i s t h a t b e t t e r t h a n Mr. M c W h o r t e r 1 s 

p r o p o s e d p e n a l t y ? 

A. I b e l i e v e i t p r e s e n t s a more m e a n i n g f u l 

and f a i r p e n a l t y . 

Q. L e t ' s go now t o E x h i b i t 10 and have y o u 

t a k e us t h r o u g h y o u r c a l c u l a t i o n and t h e p e n a l t y 

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

A. S t e p s 1, 2, and 3 a r e i d e n t i c a l t o t h e 

p e n a l t y p r e s e n t e d by Y a t e s P e t r o l e u m . We 

d e t e r m i n e d two e n c r o a c h m e n t f a c t o r s : One t o w a r d s 

t h e s o u t h i n w h i c h t h e e n c r o a c h m e n t i s 300 f o o t , 

o r 45 p e r c e n t p e n a l t y . And t h e s e c o n d 

e n c r o a c h m e n t i s t o t h e e a s t where t h e 

e n c r o a c h m e n t i s 100 f e e t , o r 15 p e r c e n t p e n a l t y . 

Conoco i s c o n t e n t t o use t h e s i m p l e 

a v e r a g e t o a r r i v e a t t h e o v e r a l l e n c r o a c h m e n t 

p e n a l t y , w h i c h w o u l d be 30 p e r c e n t . 

C. A l l r i g h t . I f y o u s t o p t h e r e , u n d e r 
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t h i s methodology, t h e n by a v e r a g i n g these 

f a c t o r s , a w e l l c o u l d move t o t h e c o r n e r of i t s 

s p a c i n g u n i t and s t i l l n o t re a c h a maximum 100 

p e r c e n t p e n a l t y ? 

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

Q. The a r i t h m e t i c s of d o i n g t h i s a v e r a g i n g 

w i l l n o t p e n a l i z e t h e w e l l i n d i r e c t r e l a t i o n s h i p 

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

A. R i g h t . C o r r e c t . 

Q. You get t o average b o t h dimensions? 

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

q. What t h e n d i d you do? 

A. Then we a p p l i e d an a d d i t i o n a l 50 

p e r c e n t p e n a l t y based on t h e f a c t t h a t 50 p e r c e n t 

of the 320-acre p r o r a t i o n u n i t c o n t a i n s 

n o n p r o d u c t i v e pay. 

We f e e l t h a t t hese two f a c t o r s , t h e 

n o n p r o d u c t i v e pay p e n a l t y and t h e encroachment 

f a c t o r , are c o m p l e t e l y u n i q u e and u n r e l a t e d . 

T h e r e f o r e , a s i m p l e average would not work 

because i t d i l u t e s t h e p e n a l t y . We f e e l t h e y 

s h o u l d be compounded. 

Q. I f you t o o k t h e p r o d u c t i v e acreage 

p o r t i o n of t h e c a l c u l a t i o n and averaged t h a t 

r a t h e r t h a n compounded i t , what would t h e p e n a l t y 
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be? 

A. I b e l i e v e i t comes o u t t o be a b o u t 40 

p e r c e n t o r s l i g h t l y l e s s , 37 p e r c e n t , i f y o u 

a v e r a g e a l l t h r e e . 

Q. And y o u r r e c o m m e n d a t i o n t h e n i s n e t t c 

a v e r a g e t h a t l a s t f a c t o r b u t t o compound i t ? 

A. T h a t ' s r i g h t . 

Q. And t o f i n i s h t h e c a l c u l a t i o n t h e n , 

i t ' s a 65 p e r c e n t p e n a l t y , w h i c h y o u have 

t r a n s l a t e d i n t o a .35 p r o d u c i n g a l l o w a b l e f a c t o r 

f o r a w e l l w i t h a f u l l a c r e a g e ? 

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

f a c t o r , y o u w i l l h ave e s s e n t i a l l y a 70 p e r c e n t 

a l l o w a b l e . I f y o u m u l t i p l y t h a t by 50 p e r c e n t 

f o r t h e n o n p r o d u c t i v e p a y , i t r e s u l t s i n a 35 

p e r c e n t p e n a l t y f a c t o r o r 65 p e r c e n t p e n a l t y . 

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

Conoco an o p p o r t u n i t y and t h e t i m e n e c e s s a r y t o 

go back i n t o t h e P r e s t o n 4, r e c o m p l e t e t h a t w e l l , 

and a t t e m p t t o r e c o v e r t h e gas r e s e r v e s 

u n d e r l y i n g y o u r s p a c i n g u n i t b e f o r e Y a t e s g e t s 

t h o s e gas r e s e r v e s ? 

A, I f t h e p e n a l t y i s a p p l i e d t o an 

o f f i c i a l p o t e n t i a l t e s t , y e s , i t w i l l . 

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

RODRIGUEZ-VESTAL REPORTING 
( 5 0 5 ) 988-177 2 



2 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

1 9 

20 

2 1 

2 2 

2 3 

2 4 

2 5 

109 

as y o u p r o p o s e , a f f o r d Conoco an o p p o r t u n i t y t o 

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

34 b e f o r e Y a t e s g e t s t h o s e r e s e r v e s ? 

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

MR. KELLAHIN: T h a t c o n c l u d e s my 

e x a m i n a t i o n o f t h i s w i t n e s s . E x h i b i t Nos. 6 

t h r o u g h 10. 

EXAMINER CATANACH: E x h i b i t s 6 t h r o u g h 

10 w i l l be a d m i t t e d as e v i d e n c e . 

EXAMINATION 

BY MR. CARROLL: 

Q. Would y o u p r o n o u n c e y o u r name f o r me 

one more t i m e ? 

A. Mark M a j c h e r . 

Q. M a j c h e r ? 

A. Rhymes w i t h " n a t u r e . " 

Q. T h a t ' s b e t t e r when y o u g i v e me a 

r h y m i n g s o u n d . I m i g h t make i t t h r o u g h t h i s 

e x a m i n a t i o n . 

A l l r i g h t . Mr. M a j c h e r , l e t ' s s t a r t i n 

a g e n e r a l v e i n , and w o u l d y o u s h a r e w i t h me w h a t 

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

I s i t t o t r y t o e q u a l i z e , when a s s e s s e d , t h e 

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

i ~ t o be i n t h e n a t u r e o f a p e n a l t y w h i c h b e a r s 
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w i t h i t s u c h c o n s e q u e n c e s t h a t i t w i l l p r e v e n t 

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

I n o t h e r w o r d s , t h e p e n a l t y i s , l i k e I 

d e s c r i b e d I n t h e s e c o n d c a s e , i s much l i k e w h a t 

we use i n c r i m i n a l l a w ; i t has some s o r t o f 

p r o h i b i t i v e e f f e c t ? 

A. No, I d o n ' t b e l i e v e w e ' r e t r y i n g t o 

keep a n y b o d y f r o m d r i l l i n g a w e l l . What w e ' r e 

t r y i n g t o do i s p r o t e c t Conoco r i g h t s , and we 

f e e l t h i s i s t h e b e s t f o r m u l a we have t o do t h a t . 

Q. I n o t h e r w o r d s , a t l e a s t w i t h i n t h e 

d e f i n i 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 a t we o p e r a t e 

u n d e r i n New M e x i c o , i s t h a t b o t h p a r t i e s s h o u l d 

have a r i g h t t o p r o d u c e what t h e y w o u l d n o r m a l l y 

p r o d u c e , e v e r y t h i n g b e i n g e q u a l , e v e r y b o d y h a v i n g 

a w e l l down, t h a t s o r t o f t h i n g ? 

A. S u r e . 

Q. Okay. Now, w i t h r e s p e c t t o t h e two 

w e l l s Y a t e s has p r o p o s e d , t h e o r t h o d o x l o c a t i o n 

w e l l and t h e u n o r t h o d o x l o c a t i o n w e l l , l e t ' s t a l k 

g e n e r a l l y f o r a moment a b o u t t h o s e two w e l l s . 

A r e y o u aware o f a n y t h i n g , b a s e d on any 

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

t h a t i f we d r i l l e d a w e l l a t t h e o r t h o d o x 

l o c a t i o n and we d r i l l e d a w e l l a 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 , w i t h e v e r y t h i n g b e i n g t h e same and 

e q u a l , w o u l d d r a i n more a c r e a g e t h a n t h e w e l l a t 

t h e o r t h o d o x l o c a t i o n ? Or w o u l d t h e r e — 

A. B u t e v e r y t h i n g i s n o t t h e same b e c a u s e 

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

s o u t h e a s t e n c o u n t e r i n g t h i c k e r pay and t h e r e b y 

d r a i n i n g l a r g e r v o l u m e s . 

Q. W e l l , how much t h i c k e r pay a r e y o u 

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

A. I d o n ' t have an e x a c t number on t h a t , 

o u t i t ' s o b v i o u s l y g r e a t e r . 

Q. Have y o u , i n t h i s f o r m u l a t h a t y o u gave 

us f o r y o u r p e n a l t y c a l c u l a t i o n , c a l c u l a t e d i n o r 

f a c t o r e d i n t h e d i f f e r e n c e b e t w e e n t h e two pay 

z o n e s as one o f t h e f a c t o r s ? 

A. I n t e r m s o f d r a i n a g e ? 

Q. Yes. 

A. The d r a i n a g e p e n a l t y i s f a c t o r e d i n t o 

t h e f o o t a g e p e n a l t y . The f o o t a g e e n c r o a c h m e n t 

p e n a l t y . 

Q. But a r e any o f t h e f a c t o r s u s e d b a s e d 

upon y o u r p e r c e i v e d a d v a n t a g e o f t h e u n o r t h o d o x 

w e l l h a v i n g a t h i c k e r pay? 

A. I t h i n k t h a t w o u l d r e s u l t i n a more 
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a g g r e s s i v e p e n a l t y . B u t t o answer y o u r q u e s t i o n , 

no . 

Q. Okay. T h a t ' s what I n e e d e d . A l l 

r i g h t . Now, y o u saw t h e e x h i b i t s t h a t Mr. 

M c W h o r t e r p r e p a r e d , and t h e y were b a s i c a l l y t h e 

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

s i t e s , t h e o r t h o d o x and t h e u n o r t h o d o x ? 

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

Q. And he t h e n s u p e r i m p o s e d upon them two 

d r a i n a g e c i r c l e s . Y o u ' r e f a m i l i a r w i t h t h a t ? 

A. Yes, s i r . 

Q. And i n f a c t t h a t i s a v e r y common and 

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

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

MR. KELLAHIN: O b j e c t i o n . I ' l l t a k e 

i s s u e w i t h t h a t . T h a t ' s a r g u m e n t a t i v e w h e t h e r 

i t ' s a c u s t o m a r y p r a c t i c e t o do t h i s . 

MR. CARROLL: I t h i n k i t ' s w e l l w i t h i n 

h i s e x p e r t i s e . 

EXAMINER CATANACH: C u s t o m a r y f o r who? 

Q. (BY MR. CARROLL) C u s t o m a r y f o r 

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

y o u do. 

A. I s i t c u s t o m a r y t o draw 3 2 0 - a c r e 

d r a i n a g e r a d i u s e s a r o u n d t h e 3 2 0 - a c r e p r o r a t e d 
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w e l l ? 

Q. W e l l , l e t ' s be even more g e n e r a l . The 

custom of d r a w i n g c i r c l e s , w hatever you d e c i d e t o 

draw i t i n , t h e s i z e , b ut t o do i t i n t h a t 

f a s h i o n . 

A. Let me c l a r i f y what you ' r e a s k i n g . 

You're a s k i n g , do you draw your d r a i n a g e r a d i u s e s 

as c i r c l e s ? 

Q. Yes. That's t h e more g e n e r a l , and 

t h a t ' s where I ' d l i k e t c s t a r t w i t h , 

A. W i t h o u t any a d d i t i o n a l d a t a , I t h i n k i t 

i s t y p i c a l t o use a s i m p l e r a d i a l model t c draw 

your r a d i u s e s , yes. 

Q. A l l r i g h t . Now -- and i n f a c t you've 

p r o b a b l y done i t t h i s way, haven't you, Mr. 

Majcher? 

A. I n t h e p a s t ? 

Q . Yes. 

A . Sure. 

Q. Now, i f you have a w e l l t h a t ' s g o i n g t o 

be d r a i n i n g an area -- and what I t h i n k your 

t e s t i m o n y i s , t h a t t h e s e w e l l s d r a i n e x t r e m e l y 

l a r g e areas ~- you have no di s a g r e e m e n t w i t h t h e 

s t a t e m e n t t h a t w e l l s i n t h i s area i f t h e y ' r e gas 

w e l l s d r a i n much more t h a n a 320-acre p r o r a t i o n 
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u n i t ; t h a t t h e y have t h a t c a p a c i t y ? 

A. T h a t ' s r i g h t . 

Q. And i n f a c t y o u t h i n k t h a t ' s w h a t ' s 

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

c o m p a r i s o n s o f t h e M o j a v e and t h e P r e s t o n 1 w e l l ? 

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

Q. Now, i f t h e two w e l l s , t h e u n o r t h o d o x 

w e l l w e ' r e p r o p o s i n g and t h e o r t h o d o x w e l l a l s o 

i n S e c t i o n 34, i f t h e pay i s r e l a t i v e l y s i m i l a r 

and y o u have -- t h i s i s b a s i c a l l y h y p o t h e t i c a l , 

b u t w e ' r e a s s u m i n g t h a t a l l o f t h o s e 

c h a r a c t e r i s t i c s a r e t h e same — t h e w e l l a t t h e 

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

a n a l y s i s -- w o u l d i t d r a i n gas o u t s i d e o f i t s 

3 2 0 - a c r e p r o r a t i o n u n i t ? 

A. From t h e o r t h o d o x l o c a t i o n ? 

Q. From t h e o r t h o d o x l o c a t i o n . 

A. Yes, i t w o u l d , n o t as much as an 

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

Q. But i t w o u l d d r a i n o i l and -- e x c u s e 

me, gas f r o m t h e e a s t h a l f o f S e c t i o n 34, t h e 

n o n s t a n d a r d S e c t i o n 35, and t h e n o n s t a n d a r d 

S e c t i o n 34? 

A . S u r e . 

Q. Now, i f t h e u n o r t h o d o x w e l l w ere 
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d r i l l e d and i t was f o r purposes of t h i s 

h y p o t h e t i c a l , b a s i c a l l y t h e same k i n d of w e l l , 

same c a p a b i l i t i e s , i t l i k e w i s e would d r a i n area 

l a r g e r t h a n t h e a s c r i b e d 320-acre p r o r a t i o n u n i t ? 

A. I t would d r a i n -- yes, i t would d r a i n 

l a r g e r t h a n 320, but i t would d r a i n more t h a n t h e 

o r t h o d o x l o c a t i o n . 

Q. That's r i g h t . And the d i f f e r e n c e when 

we -- and I'm assuming y o u ' r e u s i n g t h e word 

"more" as t h e d i f f e r e n c e and t h a t ' s my i n t e n t --

the d i f f e r e n c e between t h e two would be j u s t as 

t h i s example i n E x h i b i t 5 t h a t Mr. McWhorter d i d , 

when you draw t h e o v e r l a p p i n g c i r c l e s , whether 

you draw i t on a 320-acre b a s i s or 570-acre 

b a s i s , as l o n g as you draw t h e c i r c l e t h e same 

way f o r b o t h w e l l s , u n o r t h o d o x and o r t h o d o x , 

y o u ' r e g o i n g t o get a r e l a t i o n s h i p . 

The u n o r t h o d o x l o c a t i o n w e l l i s g o i n g 

t o be a l i t t l e b i t f a r t h e r t o t h e s o u t h here and 

to t h e ea s t and west t h a n t h e o r t h o d o x ; i s t h a t 

c o r r e c t ? 

A . That's r i g h t . 

Q. And t h e d i f f e r e n c e i n d r a i n a g e i s g o i n g 

t o be t h a t area between t h o s e two c i r c l e s ? 

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

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

6 

8 

9 

10 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

1 9 

20 

2 1 

2 2 

2 3 

24 

2 5 

Q. T h a t ' s t h e "more" t h a t w e ' r e t a l k i n g 

a b o u t ? 

A. T h a t i s c o r r e c t . 

Q. And i t ' s t h i s "more" t h a t r e a l l y Y a t e s 

i s g e t t i n g by m o v i n g f r o m o r t h o d o x t c u n o r t h o d o x ? 

A. Sure . 

Q. Okay. So t h a t i s i n e f f e c t , a t l e a s t 

w i t h o u t p u t t i n g a number on i t and q u a n t i f y i n g 

i t , b u t a t l e a s t a c o n c e p t u a l i d e a , t h a t ' s what 

w e ' r e l o o k i n g a t as t h e u n f a i r a d v a n t a g e Y a t e s i s 

g a i n i n g ? 

A. One o f t h e u n f a i r a d v a n t a g e s . 

Q. What o t h e r u n f a i r a d v a n t a g e s do y o u 

have i n m i n d , Mr. M a j c h e r ? 

A. W e l l , as we s t a t e d i n t h e p e n a l t y , t h e y 

s n o u l d be a s s e s s e d a p e n a l t y f o r h a v i n g 50 

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

Q . W e l l , Mr. M a j c h e r , i s t h e r e any -- do 

yo u know o f a s i n g l e p r o r a t i o n u n i t i n t h e s t a t e 

o f New M e x i c o t h a t i s a s s e s s e d a p e n a l t y b a s e d on 

t h e f a c t t h a t i t does n o t have p r o d u c t i v e a c r e a g e 

w i t h i n i t s a s s i g n e d p r o r a t i o n u n i t ? 

A. I have s e e n a p e n a l t y l i k e t h a t . I 

c a n n o t c i t e t h e c a s e , b u t I have s e e n t h e p e n a l t y 

somewhere i n New M e x i c o b a s e d on t h a t . 
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Q. Do y o u know what t h e c i r c u m s t a n c e s 

w ere? 

A. I b e l i e v e i t was a s i m i l a r p e n a l t y 

b a s e d on n o n p r o d u c t i v e p a y . 

Q. W e l l , w i t h r e s p e c t t o t h e f i e l d , was i t 

an a s s o c i a t e d gas p o o l , Mr. M a j c h e r ? 

A. I do n o t know t h a t , no, s i r . 

Q. I n f a c t , y o u r e c i t e d a p e n a l t y i n No. 4 

u n d e r y o u r e x h i b i t No. 10. I t s a y s , " P e r c e n t 

p e n a l t y o b t a i n e d f r o m Y a t e s map e x h i b i t i n case 

1108." Now, t h a t p a r t i c u l a r c ase d e a l t w i t h a 

Morrow w e l l i n a gas p o o l r a t h e r t h a n an 

a s s o c i a t e d gas p o o l ; i s t h a t c o r r e c t ? 

A. The o n l y t h i n g we u s e d f r o m t h a t c ase 

was t h e i r map f r o m t h e C i s c o d o l o m i t e , w h i c h we 

we f e l t we'd use t o a v o i d c o n t r o v e r s a r y . 

0. A r e y o u s a y i n g t h a t i s w h e r e y o u drew 

— t h e g e o l o g i s t s g o t t h e s e l i n e s o f e l e v a t i o n 

f o r t h e d o l o m i t e ? 

A. No. Our g e o l o g i s t has h i s own maps. 

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

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

A. Y o u ' r e a s k i n g why we us e d t h e Y a t e s map 

e x h i b i t t o d e t e r m i n e o u r 50 p e r c e n t p e n a l t y ? 

Q. W e l l , I'm w o n d e r i n g w hat y o u o b t a i n e d 
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f r o m t h e e x h i b i t . D i d y o u o b t a i n some c o n t o u r 

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

p e n a l t y ? 

A. We o b t a i n e d t h e c o n t o u r l i n e s , w h i c h we 

a s s e s s e d t h e p e n a l t y on. 

Q. So r e a l l y t h i s p e n a l t y t h a t y o u ' r e 

t r y i n g t o -- d i d n ' t f i n d i t s b a s i s i n t h i s c a s e ; 

i t ' s j u s t some c o n t o u r l i n e s w h i c h y o u u s e d t o 

f i n d i t s b a s i s i n t h a t c ase? 

A. We u s e d t h e map t o a s s e s s t h e 

n o n p r o d u c t i v e a c r e a g e , y e s . 

Q. Was a p e n a l t y a s s e s s e d i n t h a t case? 

A. No, s i r , n o t t o my k n o w l e d g e . 

Q. So t h e r e was no p e n a l t y a s s e s s e d on t h e 

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

A. No, s i r . A l l we d i d was use t h e i r map 

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

c a s e . 

Q. When y o u say u n d e r No. 4, " p e r c e n t o f 

p r o r a t i o n w i t h o u t p r o d u c t i v e p a y , " how do y o u 

d e f i n e p r o d u c t i v e , Mr. M a j c h e r ? 

A. W e l l , w h e r e t h e d o l o m i t e p i n c h e s o u t t o 

t h e z e r o c o n t o u r l i n e . B o t h t h e g e o l o g i s t s have 

s t a t e d t h a t b e y o n d t h a t y o u have t i g h t s e e l y 

l i m e s t o n e t h a t ' s n o n p r o d u c t i v e . And t h a t ' s how I 
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d e f i n e n o n p r o d u c t i v e . 

Q. W e l l , h a s n ' t i n t h e past Conoco 

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

d o l o m i t e i n t h i s N o r t h Dagger Draw F i e l d ? 

A. Not as a g e n e r a l p r a c t i c e , no. 

Q. But t h e y have done i t ? 

A. I t has been done once or t w i c e i n t h e 

p a s t , yes, s i r . 

Q. So a t l e a s t Conoco has i n t h e p a s t 

d e f i n e d p r o d u c t i v e as something beyond t h e 

d o l o m i t e ? 

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

we p e r f ' d t he l i m e s t o n e t h a t i t was p r o d u c t i v e . 

We had gas shows from t h e l i m e s t o n e . I t ' s 

e x t r e m e l y t i g h t and i n my o p i n i o n n o n p r o d u c t i v e . 

Q. But s t i l l Conoco as a b u s i n e s s d e c i s i o n 

d e c i d e d t o open t h a t up t o a l l o w gas t o be 

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

A. I n one or two p a r t i c u l a r cases, yes, 

but i t was most l i k e l y a b l a n k e t j o b where we 

accessed t h e t o p of t h e d o l o m i t e as w e l l . 

Q. Can you — or do you have any 

i n f o r m a t i o n &t your hand t o say a b s o l u t e l y t h a t 

t h e r e i s no gas t o be fou n d o u t s i d e of t h e s o u t h 

h a l f or t h e b o t t o m h a l f of t h i s west h a l f of 
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S e c t i o n 34? 

A. I can o n l y say t h a t I know f r o m my 

e x p e r i e n c e t h a t we d o n ' t r o u t i n e l y p e r f o r a t e t h e 

l i m e s t o n e on p u r p o s e and t h a t i t d o e s n ' t have t h e 

p o r o s i t y and v u g u i a r d e v e l o p m e n t t h a t t h e 

d o l o m i t e h a s . 

Q. But y o u c a n n o t r u l e i t o u t ? 

A. I s u p p o s e n o t . I w o u l d n ' t s h o o t i t , 

t h o u g h , o r d r i l l f o r i t . 

Q. I n l o o k i n g a t t h i s t h e way t h a t y o u 

have a p p l i e d t h i s p r o d u c t i v e , y o u ' v e come i n and 

made t h e d e t e r m i n a t i o n t h a t 50 p e r c e n t o f t h i s 

w e s t h a l f o f S e c t i o n 34 i s p r o d u c t i v 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. Why d i d n ' t y o u a p p l y t h e 50 p e r c e n t 

p e n a l t y t o t h e 14 m i l l i o n t h a t Mr. K e l l a h i n and 

Mr. M c W h o r t e r d e s c r i b e d ? Because i f t h e w e l l 

w e re p r o d u c t i v e o v e r 320, u n d e r t h e c u r r e n t f i e l d 

r u l e s t h e y c o u l d p r o d u c e 14 m i l l i o n . 

Why s h o u l d n ' t y o u j u s t t a k e t h e 5 0 o f f 

o f t h a t , g e t 7 m i l l i o n , and t h e n a p p l y t h e 23 o r 

30 p e r c e n t p e n a l t y ? What's w r o n g w i t h t h a t 

m e t h o d o l o g y ? 

A. Because I do n o t f e e l t h a t i t p r o v i d e s 
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a m e a n i n g f u l and j u s t p e n a l t y . 

Q. I n o t h e r w o r d s , a m e a n i n g f u l and j u s t 

p e n a l t y i s n o t one t o e q u a l i z e t h e r i g h t s o f 

p r o d u c t i o n b u t t o p e n a l i z e Y a t e s f o r d o i n g what 

i t s e e k s t o do? 

A. W e i l , i f we w o r k e d a p e n a l t y t h a t way, 

i t ' s my o p i n i o n t h a t t h e w e l l w o u l d n e v e r be 

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

p r o d u c e 1.3 t o 1.8 m i l l i o n c u b i c f e e t o f gas a 

day . 

Q. Mr. M a j c h e r , I s t h e r e a r u l e t h a t y o u 

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

m e a n i n g f u l i t has t o h u r t t h e w e l l ? 

A. T h a t i s t h e g e n e r a l d e f i n i t i o n o f a 

p e n a l t y . 

Q. I t h o u g h t we a s c r i b e d t o t h e f a c t t h a t 

a p e n a l t y s h o u l d be u s e d t o a l l o w w e l l s t o 

p r o d u c e e q u a l l y , t a k e away t h e a d v a n t a g e t h a t one 

w o u l d have by m o v i n g t o a n o t h e r w e l l . 

MR. KELLAHIN: I'm g o i n g t o o b j e c t t o 

t h i s , Mr. E x a m i n e r . I ' v e been p a t i e n t , b u t I 

d o n ' t t h i n k t h e c r o s s - e x a m i n a t i o n i s v e r y 

m e a n i n g f u l a t t h i s p o i n t . I t ' s l e a d i n g us 

n o w h e r e . 

MR. STOVALL: I t h i n k , w e l l , w i t h 
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r e g a r d t o t h a t s p e c i f i c q u e s t i o n , I t h i n k i t was 

a s k e d and a n s w e r e d e a r l y on. I d o n ' t know how 

h e l p f u l i t ' s g o i n g t o be. 

At t h i s p o i n t I g u e s s I w o u l d a d v i s e , 

Mr. E x a m i n e r , t h a t we p r o b a b l y c o u l d g e t a l i t t l e 

more f o c u s e d on h e r e t o g e t y o u some u s e f u l 

i n f o r m a t i o n t o make a d e c i s i o n . I t h i n k i t ' s 

p r e t t y c l e a r t h a t t h e r e ' s a d i f f e r e n c e i n 

p h i l o s o p h y b e t w e e n Y a t e s and Conoco. 

And I t h i n k u n l e s s t h e E x a m i n e r 

e x p r e s s e s some c o n c e r n a b o u t n o t u n d e r s t a n d i n g 

t h a t d i f f e r e n c e , I t h i n k we need t o I t h i n k 

we've g o t t h a t i n f o r m a t i o n . 

Q. (3Y MR. CARROLL) Mr. M a j c h e r , l e t me 

t h e n a s k t h i s q u e s t i o n . A r e y o u aware o f a 

s i n g l e w e l l i n t h e N o r t h o r S o u t h Dagger Draw 

F i e l d t h a t have been a s s e s s e d a p e n a l t y b a s e d on 

t h e i r a b s o l u t e open f l o w ? 

A. I n Dagger Draw, no, s i r . 

Q. You were p r e s e n t and h e a r d Mr. 

M c W h o r t e r ' s s t a t e m e n t s c o n c e r n i n g how he f i g u r e d 

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

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

A. Yes. 

Q . D i d y o u f i n d a n y t h i n g w r o n g w i t h t h e 
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way i n w h i c h Mr. M c W h o r t e r d e s c r i b e d t h e r u l e s 

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

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

r u l e s ? 

Q. What I'm a s k i n g i s , as y o u h e a r d w hat 

Mr. M c W h o r t e r s t a t e d , as f a r as h i s 

c h a r a c t e r i z a t i o n o f t h e r u l e s — 

MR. STOVALL: L e t me h e l p y o u w i t h 

t h i s , Mr. C a r r o l l . Would y o u a g r e e w i t h t h e 

m e t h o d by w h i c h Mr. M c W h o r t e r c a l c u l a t e d t h e 

a l l o w a b l e u n d e r t h e r u l e s --

THE WITNESS: Under t h e r u l e s ? 

MR. STOVALL: -- f o r a 3 2 0 - a c r e s p a c i n g 

u n i t ? 

THE WITNESS: Yes, I w o u l d a g r e e . 

MR. STOVALL: Would y o u come up w i t h 

t h e r o u g h l y 14 m i l l i o n number t h a t he d i d ? 

THE WITNESS: Yes, s i r . 

MR. STOVALL: I s t h a t what y o u ' r e 

t r y i n g t o g e t t o , Mr. C a r r o l l ? 

MR. CARROLL: T h a t was, Mr. S t o v a l l . 

MR. STOVALL: W h i l e Mr. C a r r o l l i s --

l e t me go ahead and j u s t a sk t h e same q u e s t i o n I 

a s k e d y o u r g e o l o g i s t . Number one --

MR. CARROLL: C o u l d I t a k e j u s t a 
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m i n u t e ? I need t o g e t s o m e t h i n g c l a r i f i e d t h a t 

I'm h a v i n g t r o u b l e u n d e r s t a n d i n g . Would y o u m i n d 

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

MR. STOVALL: I f y o u d o n ' t m i n d , I ' d 

l i k e t o go ahe a d and ask t h e q u e s t i o n s . 

MR. CARROLL: I ' d l i k e f o r y o u t o t o o . 

EXAMINATION 

BY MR. STOVALL: 

Q. F i r s t q u e s t i o n i s g i v e n t h a t t h e BLM 

has s a i d y o u c a n ' t d r i l l i n an o r t h o d o x l o c a t i o n , 

w h a t w o u l d be y o u r r e c o m m e n d a t i o n t o y o u r 

company ? 

A. I w o u l d p l a c e t h e w e l l i n an u n o r t h o d o x 

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

t o an o r t h o d o x b o t t o m h o l e l o c a t i o n . 

Q. I s t h a t a l s o b e c a u s e y o u can p r e d i c t a 

d o w n h o l e m o t o r b e t t e r t h a n y o u can p r e d i c t us? 

A. W e l l . 

Q. You d o n ' t have t o answer t h a t q u e s t i o n . 

A. A d i s c u s s i o n w i t h o u r d r i l l i n g 

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

d i f f i c u l t t a s k and w o u l d n o t be an e x p e n s i v e 

t a s k . 

Q. G i v e n t h a t y o u c o u l d do t h a t , w o u l d t h e 

— I mean, y o u w o u l d n o t a p p l y t h e n a p r o d u c t i v e 
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a c r e a g e p e n a l t y o f any s o r t i n t o t h a t s i t u a t i o n ; 

r i g h t ? You'd be a b l e t o p r o d u c e w h a t e v e r t h e 

w e l l was c a p a b l e o f e s s e n t i a l l y , a s s u m i n g t h e r e 

was no t o p a l l o w a b l e w e l l s o u t t h e r e ; c o r r e c t ? 

A. I assume s o , y e s . 

Q. I g u e s s t h e q u e s t i o n I have i s why, 

when y o u move a p o r t i o n o f t h e d i s t a n c e , does a l l 

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

t o do w i t h -- i f t h e w e l l s w e r e r e q u i r e d t o be 

c l o s e r t o t h e c e n t e r o f a t r a c t , I c o u l d see 

t h a t . But when y o u can a l r e a d y g e t t o 660 --

A. W e l l , I'm n o t s u r e t h a t i f t h i s had 

been d r i l l e d o r i g i n a l l y as an o r t h o d o x l o c a t i o n 

i f t h i s i s s u e w o u l d have come t o l i g h t . 

Q. I d o n ' t t h i n k i t w o u l d have b e c a u s e 

t h e r e w o u l d have n e v e r been a h e a r i n g . 

A. E x a c t l y . T h a t ' s t h e r e a s o n i n g why I 

w o u l d say t h a t no 50 p e r c e n t p e n a l t y w o u l d be 

a s s e s s e d . 

Q. I mean, t h e r e ' s i m p l i c i t i n t h e Conoco 

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

upon p r o d u c t i v e a c r e a g e . And i f an e n t i r e 

p r o r a t i o n u n i t i s n o t p r o d u c t i v e , t h e n t h e 

a l l o w a b l e f o r t h a t i n a p r o r a t e d p o o l o u g h t t o be 

r e d u c e d by some — 
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A . W e l l , l e t me go b a c k on what I s a i d 

2 e a r l i e r . T h i n k i n g a b o u t i t now, I w o u l d a s s i g n a 

50 p e r c e n t p e n a l t y b e c a u s e , s i n c e t h e f a i r w a y 

4 p i n c h e s o u t , any d r a i n a g e w o u l d be t o w a r d s Conoco 

a c r e a g e . 

6 Q • What l e g a l m e t h o d w o u l d y o u use t o 

7 a s s i g n a p e n a l t y t o an o r t h o d o x l o c a t i o n ? 

3 A . I d o n ' t know t h a t . B u t --

9 ^ • I n o t h e r w o r d s , y o u ' d have t o use a 

: o p r o d u c t i v e a c r e a g e a l l o w a b l e c o m p i l a t i o n . 

11 A . E x a c t l y . 

1 2 MR. STOVALL: Okay. I g o t a l l t h e 

1 3 a n s w e r s I need. 

1 4 MR. CARROLL: J u s t a c o u p l e more 

1 5 q u e s t i o n s , Mr. M a j c h e r . 

FURTHER EXAMINATION 

1 7 BY MR. CARROLL: 

1 3 v • I f we had w e l l s d r i l l e d on a l l o f t h e s e 

I 9 s e c t i o n s , 34, 35, t h e e a s t o f 3 4, and as each o f 

2 0 t h e s e w e l l s began t o p r o d u c e , t h e i r a r e a o f 

2 1 i n f l u e n c e g r a d u a l l y w o r k s o u t w a r d and away f r o m 

2 2 t h e w e l l b o r e ; i s t h a t c o r r e c t ? 

2 3 A . T h a t ' s c o r r e c t . 

2 4 Q • And i f and i n f a c t l e t ' s say we have 

2 5 two w e l l s t h a t go on l i n e a t t h e same t i m e , and 
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a t some p o i n t i n t i m e t h e i r a r e a s o f d r a i n a g e i n 

e f f e c t a r e g o i n g t o c o l l i d e , a r e n ' t t h e y ? 

A. Somewhere, y e s . 

Q. T h e y ' r e n o t g o i n g t o o v e r l a p ; t h e y 

a c t u a l l y c o l l i d e and t h e r e w i l l become an a r e a o 

no f l o w ? 

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

Q. Okay. Now, l e t us s u p p o s e t h a t we hav 

two w e l l s — 

A. T h a t i s s u p p o s i n g t h a t e v e r y t h i n g i s 

e q u a 1 . 

Q. But e v e n i f t h e r e a r e f a c t o r s t h a t a r e 

u n e q u a l , a l l t h a t does i s a f f e c t t h e p o s i t i o n --

A. The p o s i t i o n . 

Q. -- t h e p o s i t i o n o f t h e no f l o w ? 

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

Q. The c o n c e p t o f t h e b a r r i e r b e i n g 

c r e a t e d a t some t i m e , t h a t ' s p r e t t y w e l l 

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

e n g i n e e r i n g ? 

A . S u r e . 

Q. Okay. Now, l e t us s u p p o s e we have a 

w e l l t h a t goes on f i v e y e a r s b e f o r e t h i s o t h e r 

w e l l . I t ' s f a i r l y a x i o m a t i c t h a t t h i s b a r r i e r o 

no f l o w a r e a i s g o i n g t o be c l o s e r t o t h e newer 
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w e l l t h a n t h e o l d e r w e l l b e c a u s e t h e o l d e r w e l l 

has p r o d u c e d l o n g e r and has had a l o n g e r t i m e t o 

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

A. Uh-huh. 

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

i n S e c t i o n 35, t h e P r e s t o n 1, a l r e a d y h a s , i n 

e f f e c t , a f f e c t e d c o n s i d e r a b l e d i s t a n c e , h a s n ' t 

i t ? 

A. Yes, i t h a s, 

Q. And s i n c e we have two w e l l s a l r e a d y 

p r o d u c i n g , t h e M o j a v e 1 and t h e P r e s t o n 1, and 

t h e M o j a v e i s c o m p a r a b l e t o t h e P r e s t o n 1 -- and 

y o u w o u l d p r o b a b l y p r e d i c t t h e same k i n d o f l i f e 

f o r i t t h a t ' s been e x p e r i e n c e d i n t h i s P r e s t o n , 

w o u l d n ' t you? 

A. Uh-huh. 

Q. The; f a c t t h a t we now, l e t ' s s ay we 

d r i l l a t t h i s p o i n t i n t i m e , some 20 y e a r s a f t e r 

t h e P r e s t o n w e l l a t t h e u n o r t h o d o x l o c a t i o n , t h i s 

a r e a o f no f l o w i s n o t g o i n g t o be e q u i d i s t a n c e 

b e t w e e n t h e Diamond AK w e l l and t h e P r e s t o n w e l l 

o r e q u i d i s t a n c e b e t w e e n t h e Diamond and t h e 

M o j a v e , b u t i t ' s g o i n g t o be d i f f e r e n t -- i t w i l l 

be c l o s e r t o t h e Diamond t h a n any o f t h e s e w e l l s , 

b u t i t w i l l be b a s e d on t h e a c t u a l d r a i n a g e 
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t h a t ' s gone on b e f o r e ? 

A. T h a t i s c o r r e c t . 

Q. D i d y o u f a c t o r i n and t a k e i n t o a c c o u n t 

t h a t d i f f e r e n c e i n t i m e and t h e e f f e c t t h a t i t 

w i l l have on t h e d r a i n a g e i n c o m i n g up w i t h y o u r 

c a l c u l a t i o n ? 

MR. KELLAHIN: O b j e c t i o n t o t h e 

q u e s t i o n . T h a t has no r e l e v a n c e o r b e a r i n g t o 

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

o p p o r t u n i t y t o p r o t e c t y o u r s e l f . 

And we d o n ' t a d j u s t a c r e a g e f a c t o r s o r 

p e n a l t i e s b a s e d upon t h e f a c t t h a t one w e l l was 

t h e r e i n p o i n t o f t i m e b e f o r e t h e o t h e r . T h i s 

s i m p l y makes no s e n s e and adds n o t h i n g t o t h e 

d i s c u s s i o n . 

MR, CARROLL: I t does f i n d o u t what he 

c r a n k e d i n and what he d i d n ' t c r a n k i n . And 

t h a t ' s a i l I a s k e d h i m . 

MR, STOVALL: I t h i n k he can say y e s o r 

no. I d o n ' t know how much f u r t h e r y o u need t o go 

w i t h i t . I gues s y o u can say y e s o r no: D i d y o u 

t a l k a b o u t t h e e x i s t i n g -- t h i n k a b o u t t h e 

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

e x i s t i n g w e i i s ? 

THE WITNESS: A g a i n t h e o n l y d r a i n a g e 
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f a c t o r i n o u r p e n a l t y i s t h e f o o t a g e e n c r o a c h m e n t 

f a c t o r . 

Q. (BY MR. CARROLL) So t h e r e were no 

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

A. We f e e l t h a t t h e f o o t a g e e n c r o a c h m e n t 

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

p e n a l t y f o r m u l a . 

MR. CARROLL: I have no o t h e r 

q u e s t i o n s . 

EXAMINER CATANACH: Tom, a n y t h i n g 

e l s e ? 

MR. KELLAHIN: No, s i r . 

EXAMINER CATANACH: Bob? 

MR. STOVALL: No. Do you? 

EXAMINER CATANACH: I d o n ' t t h i n k s o . 

No, I d o n ' t . 

MR. KELLAHIN: T h a t c o n c l u d e s o u r 

p r e s e n t a t i o n , Mr. E x a m i n e r . 

Mr. E x a m i n e r , y o u ' v e h e a r d h u n d r e d s o f 

t h e s e c a s e s . I d o n ' t t h i n k I can add a n y t h i n g t o 

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

what t o do. I p r o p o s e t o t a k e t h e case u n d e r 

a d v i s e m e n t , and I ' l l w a i v e c l o s i n g s t a t e m e n t . 

MR. CARROLL: I w i l l do l i k e w i s e . 

EXAMINER CATANACH: Okay. T h e r e b e i n g 
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n o t h i n g f u r t h e r , Case 10519 w i l l be t a k e n u n d e r 

a d v i s e m e n t , and t h i s h e a r i n g i s a d j o u r n e d . 

[ A n d t h e p r o c e e d i n g s w e r e c o n c l u d e d . ] 

| do hereby certify that the foregoing is 

a cornice, rs-cr.-i of the -?roc~ ' 
the Examiner hearincypf Case 
heard by me c n ^ r W ^ 1 9 J ± - * 

" ^ Q L W C I £-Utcb«~L, Examiner 
Oil Conservation Division 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 
) ss . 

COUNTY OF SANTA FE ) 

I , D e b b i e V e s t a l , C e r t i f i e d S h o r t h a n d 

R e p o r t e r and N o t a r y P u b l i c , HEREBY CERTIFY t h a t 

t h e f o r e g o i n g t r a n s c r i p t o f p r o c e e d i n g s 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 was r e p o r t e d by me; 

t h a t I c a u s e d my n o t e s t o be t r a n s c r i b e d u n d e r my 

p e r s o n a l s u p e r v i s i o n ; and t h a t t h e f o r e g o i n g i s a 

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

I FURTHER CERTIFY t h a t I am n o t a 

r e l a t i v e o r e m p l o y e e o f any o f t h e p a r t i e s o r 

a t t o r n e y s i n v o l v e d i n t h i s m a t t e r and t h a t I have 

no p e r s o n a l i n t e r e s t i n t h e f i n a l d i s p o s i t i o n o f 

t h i s m a t t e r . 

WITNESS MY HAND AND SEAL AUGUST 28, 

1 99 2. 

DEBBIE 'VESTAL, RPR 
NEW MEXICO CSR NO. 3 
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