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EXAMINER STOGNER: L e t ' s c a l l n e x t c a s e , 

No. 10668. 

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 c o m p u l s o r y p o o l i n g , Eddy 

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

t h e F e b r u a r y 18, 1993, h e a r i n g , p r e v i o u s t o t h e 

n o t i f i c a t i o n . Due t o n o t i f i c a t i o n , t h i s case i s 

r e a d v e r t i s e d f o r t o d a y ' s h e a r i n g . 

t e s t i m o n y a t t h i s t i m e ? I f n o t , t h i s case w i l l a l s o 

be t a k e n u n d e r a d v i s e m e n t . 

EXAMINER STOGNER: T h i s case was h e a r d a t 

I s t h e r e a n y t h i n g f u r t h e r o r a d d i t i o n a l 
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NEW MEXICO OIL CONSERVATION DIVISION 

STATE LAND OFFICE BUILDING 

STATE OF NEW MEXICO 

CASE NO. 10668 

IN THE MATTER OF: 

The 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 Compulsory P o o l i n g , 
Eddy County, New Me x i c o . 

BEFORE: 
MICHAEL E. STOGNER 
H e a r i n g Examiner 

S t a t e Land O f f i c e B u i l d i n g 
F e b r u a r y 18, 1993 

REPORTED BY: 

CARLA DIANE RODRIGUEZ 
C e r t i f i e d C o u r t R e p o r t e r 
f o r t h e S t a t e o f New Mexico 
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A P P E A R A N C E S 

FOR THE NEW MEXICO OIL CONSERVATION DIVISION: 

ROBERT G. STOVALL, ESQ. 
G e n e r a l Counsel 
S t a t e Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 87504 

FOR THE APPLICANT: 

CAMPBELL, CARR, BERGE & SHERIDAN, P.A 
Post O f f i c e Box 2208 
Santa Fe, New Mexico 87504-2208 
BY: WILLIAM F. CARR, ESQ. 

FOR CONOCO, INC.: 

KELLAHIN & KELLAHIN 
Post O f f i c e Box; 2265 
Santa Fe, New Mexico 87504-2265 
BY: W. THOMAS KELLAHIN, ESQ. 
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I N D E X 

A p p e a r a n c e s 

WITNESSES FOR THE APPLICANT 

1. JANET RICHARDSON 
E x a m i n a t i o n by Mr 
E x a m i n a t i o n by Mr 
E x a m i n a t i o n by Mr 

2. D'NESE FLY 
E x a m i n a t i o n b y Mr 
E x a m i n a t i o n by Mr 
E x a m i n a t i o n b y Mr 

C a r r 
S t o v a l l 
S t ogne r 

C a r r 
S t o g n e r 
S t o v a l 1 

DAVID FRANCIS BONEAU, Ph.D 
E x a m i n a t i o n by Mr, C a r r 

C e r t i f i c a t e o f R e p o r t e r 

E X H I B I T S 

Page Numbe: 

2 

1 5 

5 
1 3 
1 4 

2 8 
2 3 
2 6 

29 

42 

Page M a r k e d 
E x h i b i t No . 1 7 
E x h i b i t No . 2 7 
E x h i b i t No . 3 1 0 
E x h i b i t No . 4 1 1 
E x h i b i t No . 5 1 1 
E x h i b i t No . 6 1 7 
E x h i b i t No . 7 1 8 
E x h i b i t No . 8 30 
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EXAMINER STOGNER: I ' l l c a l l case 

10668. 

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

P e t r o l e u m Company f o r c o m p u l s o r y p o o l i n g , Eddy 

County, New Me x i c o . 

EXAMINER STOGNER: C a l l f o r 

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

MR. CARR: May i t p l e a s e t h e Examiner, 

my name i s W i l l i a m F. C a r r w i t h t h e Santa Fe law 

f i r m C a m p b e l l , C a r r , Berge & S h e r i d a n . I 

r e p r e s e 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 i n t h i s 

c ase, and I have t h r e e w i t n e s s e s . 

EXAMINER STOGNER: Are t h e r e any o t h e r 

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

MR. KELLAHIN: I'm Tom K e l l a h i n o f t h e 

Santa Fe law f i r m o f K e l l a h i n and 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 . 

EXAMINER STOGNER: Do you have any 

w i t n e s s e s , Mr. K e l l a h i n ? 

MR. KELLAHIN: No, Mr. Examiner. 

EXAMINER STOGNER: Any o t h e r 

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

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

sworn. 

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

RODRIGUEZ REPORTING 
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EXAMINER STOGNER: Mr. C a r r . 

MR. CARR: At t h i s t i m e , Mr. S t o g n e r , 

we c a l l J a n e t R i c h a r d s o n . 

JANET RICHARDSON 

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

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

EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e y o u r f u l l name f o r t h e 

r e c o r d , p l e a s e . 

A. J a n e t R i c h a r d s o n . 

Q. And where do you r e s i d e ? 

A. I n A r t e s i a , New Me x i c o . 

Q. By whom a r e you employed and i n what 

capac i t y ? 

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

1andman. 

Q. Have you p r e v i o u s l y t e s t i f i e d b e f o r e 

t h i s D i v i s i o n ? 

A . Yes, I have. 

Q. At t h e t i m e o f t h a t p r i o r t e s t i m o n y , 

were y o u r c r e d e n t i a l s as a p e t r o l e u m landman 

a c c e p t e d and made a m a t t e r o f r e c o r d ? 

A. Yes. 

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

RODRIGUEZ REPORTING 
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f i l e d i n t h i s case on b e h a l f o f Ya t e s P e t r o l e u m 

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

A. Yes, I am. 

Q. Are you f a m i l i a r w i t h t h e s t a t u s o f t h e 

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

p o o l ? 

A. Yes. 

MR. CARR: Are t h e w i t n e s s ' 

q u a l i f i c a t i o n s a c c e p t a b l e ? 

EXAMINER STOGNER: Are t h e r e any 

o b j e c t i o n s ? 

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

EXAMINER STOGNER: Ms. R i c h a r d s o n i s so 

q u a l i f i e d . 

Q. Would you b r i e f l y s t a t e what Y a t e s 

seeks w i t h t h i s a p p l i c a t i o n ? 

A. We w o u l d l i k e an o r d e r p o o l i n g a l l 

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

t h e Canyon f o r m a t i o n , under t h e n o r t h e a s t q u a r t e r 

o f S e c t i o n 29, Township 19 S o u t h , Range 25 E a s t , 

f o r m i n g a s t a n d a r d 1 6 0 - a c r e s p a c i n g u n i t f o r a l l 

t h e f o r m a t i o n s o r p o o l s d e v e l o p e d on 160 a c r e s . 

T h i s i n c l u d e s b u t i s n ' t l i m i t e d t o t h e 

N o r t h Dagger Draw-Upper P e n n s y l v a n i a n P o o l . 

Q. And you p r o p o s e t o d r i l l a w e l l a t a 

RODRIGUEZ REPORTING 
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s t a n d a r d l o c a t i o n ? 

A. Yes, we do. 

Q. Have you 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 

p r e s e n t a t i o n h e r e t o d a y ? 

A. Yes, I have. 

Q. Would you i d e n t i f y what has been marked 

as 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 E x h i b i t No. 1 and 

t h e n r e v i e w t h i s f o r Mr. S t o g n e r ? 

A. E x h i b i t No. 1 i s a p l a t s h o w i n g t h e 

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

w e l l . The p r o r a t i o n u n i t i s o u t l i n e d i n r e d a t 

t h e n o r t h e a s t c o r n e r o f S e c t i o n 29. The l o c a t i o n 

f o r t h e w e l l i s s p o t t e d on t h e map. 

We've a l s o c o l o r e d i n t h e Y a t e s a c r e a g e 

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

i s where we have a p a r t i a l i n t e r e s t , and t h e 

s o l i d a c r e a g e i s where we have t h e e n t i r e w o r k i n g 

i n t e r e s t . 

Q. The p r i m a r y o b j e c t i v e i n t h e w e l l , you 

s a i d , was the Upper P e n n s y l v a n i a n Pool? 

A. Yes. 

Q. L e t ' s go now t o what has been marked as 

Ya t e s E x h i b i t No. 2. C o u l d you i d e n t i f y t h a t , 

p l e a s e ? 

A. Yes. T h i s i s an i n t e r e s t w o r k s h e e t , 

RODRIGUEZ REPORTING 
( 505 ) 988-1772 
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s h o w i n g t h e w o r k i n g i n t e r e s t owners w i t h i n t h e 

n o r t h e a s t q u a r t e r o f S e c t i o n 29. 

We have c o n t a c t e d a l l o f t h e w o r k i n g 

i n t e r e s t owners and s e v e r a l have a l r e a d y d e c i d e d 

t h a t t h e y w i l l j o i n . A l l t h e Y a t e s companies 

have j o i n e d , S p i r a l , t h e L o d e w i c k s have j o i n e d . 

We've c o n t a c t e d Conoco. R i g h t now we've s e n t 

them t h e o p e r a t i n g a g reement, t h e AFE, and t h e y 

say, " S u b j e c t t o a m u t u a l l y a c c e p t a b l e o p e r a t i n g 

a g r e e m e n t , t h e y v e r b a l l y j o i n . " 

C oquina and A m e r i c a n N a t i o n a l have 

j o i n e d , and E r n i e B e l l o , Mrs. F r a n c e s Bunn. And 

F r e d e r i c k Van Vra n k e n have a l l j o i n e d . We have 

some f a r m o u t s f r o m Kerr-McGee, C h a r l e s C l i n e 

Moore, t h e Space B u i l d i n g C o r p o r a t i o n and t h e 

Agnes C l u t h e O l i v e r T r u s t . 

Q. I f we go t o t h e Conoco i n t e r e s t , you 

have a v e r b a l agreement w i t h Conoco t o j o i n i n 

t h e w e l l ? 

A. Yes. 

Q. Documents have n o t been s i g n e d ? 

A. R i g h t . 

Q. You d i d n o t g i v e them n o t i c e , d i d y o u, 

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

A . No . 

RODRIGUEZ REPORTING 
(505) 988-1772 
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Q. T h e r e f o r e , i f t h a t agreement s h o u l d , 

f o r some r e a s o n , f a i l , t h e y w o u l d n ' t be s u b j e c t 

t o t h e o r d e r t h a t w o u l d be e n t e r e d i n t h i s case? 

A. Yes. 

Q. I w o u l d l i k e t o go t o t h e E s t a t e o f 

W i l l i a m N i x o n a t t h e b o t t o m . Can you r e v i e w f o r 

Mr. S t o g n e r t h e s t a t u s o f y o u r n e g o t i a t i o n s w i t h 

t h e W i l l i a m N i x o n i n t e r e s t ? 

A. Yes. We had s e n t an o i l and gas l e a s e , 

and i n a t e l e p h o n e c a l l w i t h them l a s t y e a r , and 

we were un d e r t h e a s s u m p t i o n t h a t we were g o i n g 

t o have t h a t l e a s e d and t o d a t e we do n o t have 

t h a t . At t h e t i m e t h a t we s e n t o u t t h e n o t i c e s , 

we t h o u g h t we were s t i l l g o i n g t o g e t t h e l e a s e , 

b u t we d o n ' t have t h a t y e t . 

Q. N o t i c e was n o t g i v e n t o t h e E s t a t e o f 

W i l l i a m N ixon? 

A . No . 

Q. I t has s i n c e been g i v e n , i s t h a t 

c o r r e c t ? 

A. Yes. 

Q. The 20 days has n o t run? 

A. No, i t has n o t . 

MR. CARR: For t h a t r e a s o n , Mr. 

S t o g n e r , a t t h e c o n c l u s i o n o f t h i s case we're 

RODRIGUEZ REPORTING 
( 505 ) 988-1772 
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g o i n g t o ask t h a t i t be c o n t i n u e d u n t i l t h e March 

18 h e a r i n g so t h a t t h e n o t i c e p e r i o d w i l l r u n as 

t o t h e i n t e r e s t s o f t h e E s t a t e o f W i l l i a m N i x o n . 

S h o u l d we r e c e i v e t h e l e a s e back i n t h e 

i n t e r i m , we w i l l i m m e d i a t e l y a d v i s e t h e D i v i s i o n . 

Q. Now, Ms. R i c h a r d s o n , what p e r c e n t a g e o f 

t h e i n t e r e s t u nder t h e p r o p o s e d s p a c i n g u n i t has 

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

A. 94 p e r c e n 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 t h i s and b r i e f l y r e v i e w i t f o r t h e 

Examiner ? 

A. E x h i b i t No. 3 i s our A u t h o r i t y f o r 

E x p e n d i t u r e f o r d r i l l i n g t h i s w e l l . Dry h o l e 

c o s t s a r e $270,325, and c o m p l e t e d c o s t s a r e 

$58 1,925. 

Q. Are t h e s e c o s t s i n l i n e w i t h t h e Ya t e s 

c h a r g e s f o r o t h e r Dagger Draw w e l l s i n t h e area? 

A. Yes, t h e y a r e . 

Q. Co u l d you b r i e f l y r e v i e w t h e e f f o r t s 

made 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 t o o b t a i n 

v o l u n t a r y j o i n d e r o f a l l i n t e r e s t owners i n t h i s 

p r o p o s a l ? 

A. Back i n March o f 1992, we f i r s t 

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

RODRIGUEZ REPORTING 
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i n t e r e s t owners a p r o p o s a l l e t t e r and an AFE, and 

we r e q u e s t e d t h e y e i t h e r j o i n o r f a r m o u t or 

l e a s e . We have been n e g o t i a t i n g w i t h them ever 

s i n c e . 

On J a n u a r y 1 2 t h , we r e p r o p o s e d t h e w e l l 

and a g a i n s e n t t h e AFE and an o p e r a t i n g agreement 

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

Q. You a d v i s e d a l l i n t e r e s t owners who had 

n o t j o i n e d a t t h a t t i m e t h a t you were p r o p o s i n g 

t o commence t h e w e l l i n March o f 1993? 

A. Yes. 

Q. Would you i d e n t i f y Y a t e s E x h i b i t No. 4? 

A. E x h i b i t No. 4 i s t h e p r o p o s a l l e t t e r 

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

s e n t o u t t o a l l t h e w o r k i n g i n t e r e s t owners. 

Q. I s E x h i b i t No. 5 an a f f i d a v i t 

c o n f i r m i n g t h a t n o t i c e o f t h i s h e a r i n g has been 

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

i n t e r e s t owners i d e n t i f i e d i n E x h i b i t A t o t h a t 

a f f i d a v i t ? 

A. Yes, i t i s . 

Q. Are c o p i e s o f t h e l e t t e r s and r e t u r n 

r e c e i p t s a t t a c h e d t o t h a t a f f i d a v i t ? 

A. Yes, t h e y a r e . 

Q. Have you made an e s t i m a t e o f t h e 
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o v e r h e a d and a d m i n i s t r a t i v e c o s t s t o be ass e s s e d 

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

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

i t i s s u c c e s s f u l ? 

A. Yes, we have. 

Q. What a r e t h o s e f i g u r e s ? 

A. They ' r e $5,400 a month f o r d r i l l i n g 

w e l l r a t e , and $540 a month f o r p r o d u c i n g w e l l 

r a t e . 

Q. Are t h e s e f i g u r e s t h a t have been 

u t i l i z e d by Y a t e s i n t h e d r i l l i n g o f o t h e r Dagger 

Draw w e l l s i n t h e are a ? 

A. Yes, we f i n d t h e y ' r e s t a n d a r d f o r our 

Dagger Draw w e l l s . We've d r i l l e d more t h a n a 

h u n d r e d w e l l s i n t h e Dagger Draw a r e a . These 

r a t e s were a l s o a p p r o v e d r e c e n t l y by t h e 

Commission i n Order No. R-9838 i n a s i m i l a r s u i t 

w i t h Santa Fe. 

Q. Do you recommend t h a t t h e s e f i g u r e s be 

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

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

A. Yes. 

Q. Does 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 d e s i r e 

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

A. Yes. 
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Q. Were E x h i b i t s 1 t h r o u g h 5 e i t h e r 

p r e p a r e d by you o r c o m p i l e d under 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 were. 

MR. CARR: At t h i s t i m e , Mr. S t o g n e r , 

we move t h e 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 

C o r p o r a t i o n E x h i b i t s 1 t h r o u g h 5. 

EXAMINER STOGNER: 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 i n t o e v i d e n c e a t t h i s t i m e . 

MR. CARR: That c o n c l u d e s my d i r e c t 

e x a m i n a t i o n o f Ms. R i c h a r d s o n . 

EXAMINER STOGNER: Thank y o u , Mr. 

Car r 

Mr. K e l l a h i n , any q u e s t i o n s ? 

MR. KELLAHIN: No q u e s t i o n s , Mr. 

Examiner 

EXAMINER STOGNER: Do you have a 

q u e s t i o n , Mr. S t o v a l l ? 

EXAMINATION 

BY MR. STOVALL: 

Q. You answered w i t h r e f e r e n c e t o Conoco 

b e i n g s u b j e c t t o t h i s o r d e r . Your answer t o Mr. 

C a r r 1 s q u e s t i o n was y e s , and I t h i n k t h a t c r e a t e d 

p o s s i b l y an a m b i g u i t y . 

Am I u n d e r s t a n d i n g c o r r e c t l y t h a t i f 
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t h e agreement w i t h Conoco f a l l s t h r o u g h , y o u ' r e 

a ssuming t h e y ' r e n o t p o o l e d by t h i s o r d e r ? 

A. Yes. 

MR. STOVALL: T h a t ' s what I t h o u g h t you 

s a i d "yes" t o , b u t t h e way t h e q u e s t i o n was 

worded, i t was a l i t t l e u n c l e a r . 

T h a t ' s a l l I ' v e g o t . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. The r e a s o n f o r t h e c o n t i n u a n c e t o March 

1 8 t h i s j u s t f o r t h e n o t i f i c a t i o n t o Mr. Nixon? 

A. Yes. 

Q. A l l t h e o t h e r s were d u l y n o t i f i e d ? 

A. D u l y n o t i f i e d , y e s . 

Q. I assume a l l t h e p e o p l e t h a t y o u ' r e 

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

been f o u n d and you have communicated by 

c o r r e s p o n d e n c e ? 

A. Yes, we have. 

Q. And t h e r e ' s nobody on h e r e t h a t i s 

m i s s i n g o r u n d e 1 i v e r a b 1 e ? 

A . No . 

Q. Looks l i k e t h e y ' r e s c a t t e r e d between 

H a w a i i and New Y o r k . 

MR. STOVALL: You made p e r s o n a l e f f o r t s 
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t o c o n t a c t some o f t h o s e p e o p l e f a c e t o f a c e ? 

MR. CARR: Only t h o s e i n H a w a i i . 

Q . You r e f e r r e d t o Order No. R-9838 f o r 

Santa Fe O p e r a t i n g t h a t had s i m i l a r o v e r h e a d 

c h a r g e s . To y o u r b e s t r e c o l l e c t i o n , was t h a t a 

gas w e l l ? O i l w e l l ? 

A. I t was a gas w e l l . 

Q. To what d e p t h ? 

A. A p p r o x i m a t e l y 8300 f e e t . 

EXAMINER STOGNER: I ' l l t a k e 

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

q u e s t i o n s o f t h i s w i t n e s s ? Ms. R i c h a r d s o n may be 

exc u s e d . 

Mr. C a r r ? 

MR. CARR: At t h i s t i m e we c a l l D'Nese 

F l y . 

D'NESE FLY 

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

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

EXAMINATION 

BY MR. CARR: 

Q. W i l l you s t a t e y o u r name f o r t h e 

r e c o r d , p l e a s e . 

A. My name i s D'Nese F l y . 

Q. S p e l l y o u r f i r s t name, p l e a s e . 
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A. D, a p o s t r o p h e , N E S E. 

Q. Where do you r e s i d e ? 

A. I n A r t e s i a , New Me x i c o . 

Q. By whom a r e you employed and i n what 

capac i t y ? 

A. I'm employed by Y a t e s P e t r o l e u m 

c o r p o r a t i o n and I'm a g e o l o g i s t w i t h them. 

Q. Have you p r e v i o u s l y t e s t i f i e d b e f o r e 

t h i s D i v i s i o n ? 

A. Yes, I have. 

Q. At t h e t i m e o f t h a t p r i o r t e s t i m o n y , 

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

a c c e p t e d and made a m a t t e r o f r e c o r d ? 

A. Yes. 

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

f i l e d i n t h i s case on b e h a l f o f Ya t e s P e t r o l e u m 

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

A. Yes, I am. 

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

o f t h e a r e a w h i c h i s i n v o l v e d i n t h i s case? 

A. Yes, I have. 

MR. CARR: Are t h e w i t n e s s ' 

q u a l i f i c a t i o n s a c c e p t a b l e ? 

EXAMINER STOGNER: Are t h e r e any 

o b j e c t i o n s ? 
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MR. KELLAHIN: None. 

EXAMINER STOGNER: Ms. F l y i s so 

q u a l i f i e d . 

Q. Have you 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 

p r e s e n t a t i o n h e r e t o d a y ? 

A. Yes. 

Q. C o u l d you i d e n t i f y what has been marked 

as 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 E x h i b i t No. 6 and 

r e v i e w t h i s e x h i b i t f o r Mr. S t o g n e r ? 

A. Yes. T h i s i s a s t r u c t u r e map done 

based on t h e t o p o f t h e Canyon Upper Penn 

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

o f t h e Dagger Draw f i e l d — a c t u a l l y , t h e 

s o u t h e a s t e r n p o r t i o n o f t h e N o r t h Dagger Draw 

f i e l d . 

I n t h i s , t h e w e l l s t h a t a r e h i g h l i g h t e d 

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

Y a t e s c o n s i d e r s t h e Canyon d o l o m i t e , and t h e 

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

U n i t B o f S e c t i o n 29. 

The w e l l s h i g h l i g h t e d i n r e d a r e Morrow 

p r o d u c t i o n f r o m t h e Cemetery Morrow f i e l d . A l s o 

l o c a t e d on h e r e i s a c r o s s - s e c t i o n , w h i c h w i l l be 

t h e n e x t e x h i b i t , r u n n i n g f r o m S e c t i o n 20, U n i t G 

of S e c t i o n 20, down t h r o u g h S e c t i o n 29, e n d i n g i n 
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S e c t i o n 32, U n i t F. 

I n t h i s map you can see t h a t t h e 

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

d i p p i n g t o t h e s o u t h i n t h i s a r e a . The p r o p o s e d 

l o c a t i o n i s f a l l i n g low t o t h e w e l l t h a t i s due 

n o r t h o f i t . I t i s a l s o f a l l i n g , s t r u c t u r a l l y , a 

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

of t h e c r o s s - s e c t i o n , w h i c h w o u l d be t h e Ross 10 

i n U n i t G. 

T h i s i s j u s t k i n d o f a l o c a t i o n map t o 

e x p l a i n my n e x t e x h i b i t . I t w i l l be e x p l a i n e d 

f u r t h e r i n t h e c r o s s - s e c t i o n . 

Q. A l l r i g h t . L e t ' s go t o t h a t 

c r o s s - s e c t i o n , and i f you c o u l d i d e n t i f y t h a t f o r 

t h e Examiner and t h e n — 

A. And I a p o l o g i z e , t h i s c r o s s - s e c t i o n i s 

l a r g e and k i n d o f b u l k y t o work w i t h . I p u t a 

r e f e r e n c e map down h e r e i n t h e b o t t o m l e f t c o r n e r 

s h o w i n g what p o r t i o n o f t h e Dagger Draw f i e l d we 

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

You can see i n t h e n o r t h e r n p a r t o f 

Dagger Draw i t t e n d s t o s t a r t moving t o w a r d s t h e 

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

d i p p i n g t o w a r d s t h e s o u t h / s o u t h e a s t . I ' v e b l o w n 

up t h e a r e a w i t h t h e l o c a t i o n o f t h e 
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c r o s s - s e c t i o n i t s e l f . 

To g e t up i n t o t h e c r o s s - s e c t i o n , t h e 

n o r t h b e i n g on t h e l e f t , you can see t h e e n t i r e 

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

i n . The l i m e s t o n e bank, I guess, i s t h e way we 

r e f e r t o i t a t Y a t e s . 

T h r o u g h d i a g e n e s i s , t h e do 1 o m i t i z a t i o n 

t o o k p l a c e i n t h i s l i m e s t o n e bank. I f we l o o k a t 

t h e Ross 10 ov e r on t h e l e f t s i d e o f t h e 

c r o s s - s e c t i o n , you can see we have a l i m e s t o n e 

s t r i n g e r a t t h e t o p , o r what we c a l l a l i m e s t o n e 

cap. Then we g e t i n t o d o l o m i t e and we d e v e l o p a 

5 0 - f o o t s t r i n g e r o f l i m e s t o n e w i t h i n t h e 

d o l o m i t e , and t h e n back i n t o t h e main body o f t h e 

d o l o m i t e . 

T h e r e ' s a l s o a l i n e on h e r e as 

r e f e r e n c e t o t h e o i l - w a t e r c o n t a c t , and i t i s n o t 

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

i n a h e a r i n g c o v e r i n g Dagger Draw numerous t i m e s , 

t h e h y d r o d y n a m i c s o f t h e w a t e r t a b l e . I t ' s n o t 

t e x t b o o k f l a t w a t e r - o i 1 - g a s i n t h i s f i e l d , so i t 

does have a v a r i a n c e i n i t h e r e . 

What we saw i n t h e Ross 10 w h i l e 

d r i l l i n g i t was, we r a n a t e s t i n t h e d o l o m i t e 

o u t f r o m under t h e l i m e s t o n e s t r i n g e r and 
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r e c o v e r e d o i l and w a t e r ; 600 f e e t o f o i l and 3500 

f e e t o f f o r m a t i o n w a t e r . And we t e s t e d l o w e r and 

r e c o v e r e d a l l w a t e r . A l s o , our mud l o g s i n t h a t 

a r e a showed t h a t t h e gas had d i e d o f f a t t h i s 

p o i n t , w h i c h i s i n d i c a t i v e o f what happens when 

we g e t i n t o " t h e b i g w a t e r . " 

When we went back and d i d t h e 

p e r f o r a t i o n on t h i s w e l l , we opened t h e b o t t o m 

p a r t and t h e upper zone above t h e l i m e s t o n e 

s t r i n g e r and saw t h a t t h e y b o t h gave a l a r g e 

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

see w a t e r i n t h e Dagger Draw p r o d u c t i o n . There's 

no w e l l o u t h e r e t h a t does n o t p r o d u c e w a t e r . 

But t h i s , as we g e t e n c r o a c h e d t o t h e 

e a s t e r n s i d e o f N o r t h Dagger Draw, even our 

h y d r o c a r b o n column a p p e a r s t o become more wet 

t h a n t h e n o r m a l w e l l s seen i n Dagger Draw. 

As we moved on s o u t h o f t h e Ross 10 

down t o t h e P a t r i o t 2, we came i n s t r u c t u r a l l y 

h i g h e r , and t h e w a t e r column had moved up i n t h i s 

w e l l . Y e t , as you can see on t h e c r o s s - s e c t i o n , 

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

o f — r u n n i n g f r o m t h e t o p o f t h e Ross 10 o v e r 

t h r o u g h t h e P a t r i o t 2, t h e r e i s a column t h e r e 

t h a t has g o t t e n above a wet h y d r o c a r b o n column. 
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Does t h a t make sense? H y d r o c a r b o n and w a t e r 

column. We g o t i n t o a s t r u c t u r a l l y h i g h e r zone 

where we e n c o u n t e r e d j u s t more o i l p r o d u c t i o n and 

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

As I p r o j e c t t h i s on s o u t h t h r o u g h our 

p r o p o s e d l o c a t i o n and down t o t h e A l b e r t i n 

S e c t i o n 32, our 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 

come i n s t r u c t u r a l l y l o w e r . I'm b e i n g o p t i m i s t i c 

h e r e h o p i n g we d o n ' t e n c o u n t e r any l i m e s t o n e 

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

h u n d r e d f e e t o f d o l o m i t e above t h e b i g w a t e r . 

Yet i t a p p e a r s t o be s i m i l a r t o t h e Ross 10. I t 

w i l l be down i n t h e w e t t e r p o r t i o n o f our 

h y d r o c a r b o n column. 

I c a r r i e d t h i s on f u r t h e r s o u t h t o show 

t h a t t h e d o l o m i t e becomes a l l w a t e r as i t d i p s 

down i n t o t h e b i g w a t e r t a b l e . 

Q. Now, i n g o i n g f o r w a r d w i t h Y a t e s ' p l a n s 

t o d r i l l t h i s w e l l , what y o u ' r e t r y i n g t o do i s 

ge t s t r u c t u r a l l y as h i g h as you can, c o r r e c t ? 

A. Yes. 

Q. You're t r y i n g t o be above t h e o i l - w a t e r 

c o n t e n t ? 

A. Yes. 

Q. You're h o p i n g t o a v o i d l i m e s t o n e 
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s t r i n g e r s i n t h e w e l l ? 

A. Yes. 

Q. And y o u ' r e s t i l l a t t h e e x t r e m e e a s t e r n 

edge o f t h e f i e l d where you a r e c o n f r o n t e d w i t h 

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

A. R i g h t . 

Q. Are a l l o f t h e s e e l e m e n t s t h a t you must 

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

i n v o l v e d i n d r i l l i n g t h e w e l l ? 

A. Yes, t h e y a r e . 

Q. Are you p r e p a r e d t o make a 

re c o m m e n d a t i o n t o t h e Examiner as t o t h e r i s k 

p e n a l t y t h a t s h o u l d be a s s e s s e d a g a i n s t any 

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

w e l l ? 

A. Yes. 

Q. And what i s t h a t p e n a l t y ? 

A. Y a t e s i s s e e k i n g t h e maximum a l l o w e d by 

t h e OCD. 

Q. Do you b e l i e v e t h e r e ' s a chance a t t h e 

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

f a c t , w o u l d n o t be a c o m m e r c i a l success? 

A. That p o s s i b i l i t y i s a l w a y s t h e r e when 

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

Q. I n y o u r o p i n i o n , w i l l a p p r o v a l o f t h i s 
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a p p l i c a t i o n and t h e i m p o s i t i o n o f a 200 p e r c e n t 

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

o wners, be i n t h e b e s t i n t e r e s t o f c o n s e r v a t i o n , 

t h e p r e v e n t i o n o f waste and t h e p r o t e c t i o n o f 

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

A . Yes. 

Q. Were E x h i b i t s 6 and 7 p r e p a r e d by you? 

A. Yes, t h e y were. 

MR. CARR: At t h i s t i m e , Mr. S t o g n e r , 

we w o u l d move t h e a d m i s s i o n o f Ya t e s P e t r o l e u m 

C o r p o r a t i o n E x h i b i t s 6 and 7. 

EXAMINER STOGNER: E x h i b i t s 6 and 7 

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

MR. CARR: That c o m p l e t e s my d i r e c t 

e x a m i n a t i o n o f Ms. F l y . 

EXAMINER STOGNER: Thank y o u , Mr. 

C a r r . Mr. K e l l a h i n , y o u r w i t n e s s . 

MR. KELLAHIN: No q u e s t i o n s , Mr. 

Examiner. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Going t o t h e c r o s s - s e c t i o n , E x h i b i t No. 

7, I want t o make s u r e t h a t I'm c l e a r what y o u ' r e 

t e l l i n g me on t h a t d o t t e d l i n e t h a t shows up i n 

t h e P a t r i o t #2. 
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Below t h a t , you f i n d t h a t t o be more 

o i l p r o d u c t i v e and above i t i s an o i l - w a t e r 

column? I s t h a t what I'm h e a r i n g ? Or what does 

t h a t dashed l i n e r e p r e s e n t a g a i n ? 

A. These a r e our two f a r t h e s t e a s t w e l l s . 

F i r s t , d r i l l i n g t h e Ross 10, our h y d r o c a r b o n 

column t h a t we g o t above what we c a l l t h e b i g 

w a t e r zone, a p p e a r e d t o have a l o t h i g h e r w a t e r 

c u t t o i t t h a n o t h e r Dagger Draw w e l l s . So, we 

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

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

As we came f a r t h e r s o u t h and d r i l l e d 

t h e P a t r i o t 2, i t came i n s t r u c t u r a l l y h i g h e r . 

We opened t h e zone t h a t a p p e a r e d t o be 

s t r u c t u r a l l y h i g h t o t h e Ross 10 t o see i f we 

c o u l d g e t o u t o f t h i s w a t e r zone a l i t t l e b i t , 

and i t does appear t h a t we can. I f we e n c o u n t e r 

w e l l s t h a t a r e s t r u c t u r a l l y h i g h e r t h a n t h e Ross 

10 i n t h i s n o r t h / s o u t h l i n e h e r e , we can make a 

good w e l l o u t o f them. 

Q. But y o u ' r e n o t e x p e c t i n g t h i s gas c u t 

column, t h a t dashed l i n e , you d o n ' t e x t e n d i t 

o v e r t o y o u r p r o p o s e d l o c a t i o n ? I guess you 

d o n ' t f e e l t h a t i t g o e s — 

A. I'm e x p e c t i n g t h a t we w i l l even come i n 
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l o w e r t h a n t h e Ross 10 i t s e l f , so we w i l l be down 

i n t h e h y d r o c a r b o n w a t e r zone. 

Q. I n l o o k i n g a t t h e t o p o f t h e b i g w a t e r 

i n t h a t P a t r i o t #2, i s t h i s due t o c o n i n g o r i s 

i t a n a t u r a l phenomenon t h a t t h e w a t e r - o i l 

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

A. I t ' s a n a t u r a l phenomenon, as f a r as 

I'm c o n c e r n e d . I t has t o do w i t h t h e e f f e c t o f 

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

They v a r y t h r o u g h o u t i t . You have zones where 

you have o i l and w a t e r s i t t i n g above zones w i t h 

p o s s i b l y a h i g h e r o i l c u t . I t ' s n o t a t e x t b o o k 

f i e l d , as f a r as y o u r w a t e r - o i 1 - g a s c o n t a c t s . 

We're s t i l l l e a r n i n g e v e r y day how i t ' s w o r k i n g . 

Q. Ms. F l y , a r e you aware o f any o t h e r 

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

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

A. Yes. I n t h i s same s e c t i o n , we f o r c e 

p o o l e d a Mr. V o i g h t a y e a r or two ago. 

Q. B e i n g on 16 0 - a c r e s p a c i n g , was t h a t - -

A. That w o u l d have been i n t h e n o r t h w e s t 

160. U n i t D, I t h i n k , i s t h e V o i g h t # 1 . 

Q. I see two w e l l s d r i l l e d i n t h e r e . I s 

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

t h a t p r o r a t i o n p o o l i s f r o m t h e s e two w e l l s ? 
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A. I n t h a t s p a c i n g ? 

Q. Yes. 

A. Yes, i n t h a t 160. That w o u l d be t h e 

V o i g h t 1 and t h e V o i g h t 2. 

Q. Do you know i f t h a t c a r r i e d a 200 

p e r c e n t p e n a l t y ? 

A. I'm n o t s u r e what our r u l i n g on t h a t 

was. I can l o o k t h a t up. We asked f o r a 200 

p e r c e n t . I'm n o t s u r e what t h e r u l i n g came down 

as . 

EXAMINER STOGNER: We have t h e r e c o r d 

h e r e , and I ' l l make a d m i n i s t r a t i v e n o t i c e o f t h a t 

o r d e r t h a t c o v e r s t h e n o r t h w e s t o f 29. 

EXAMINATION 

BY MR. STOVALL: 

Q. That was t h e o r d e r i n w h i c h we had t o 

come back and do an i n t e r p r e t a t i o n as t o how Mr. 

V o i g h t w o u l d be t r e a t e d on t h e second w e l l , i s i t 

n o t ? 

MR. CARR: That i s c o r r e c t , and he 

j o i n e d i n t h e second w e l l . 

Q. Gi v e n t h a t t h i s a r e a i s d e v e l o p e d on 

much g r e a t e r d e n s i t y t h a n 160 a c r e s , do you 

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

1 6 0 - a c r e t r a c t ? 
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A. I t depends on what we e n c o u n t e r h e r e . 

We're k i n d o f s t e p p i n g o u t e a s t w a r d and s o u t h w a r d 

i n t h i s d i r e c t i o n . 

As you can see i n t h e s o u t h e r n p o r t i o n 

o f my f i r s t e x h i b i t , we're w i t h i n a m i l e o f b e i n g 

o u t o f t h e r e s e r v o i r i t s e l f . The A l b e r t w e l l 

o n l y had 50 f e e t o f t h e d o l o m i t e and t h e w e l l 

o f f s e t t i n g i t by a 40 had z e r o . So we're a l s o , 

as we move s o u t h w a r d , w h i c h w o u l d be U n i t G, 

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

l o c a t i o n , we're g e t t i n g even c l o s e r t o t h e 

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

On each w e l l , we l e a r n s o m e t h i n g new. 

When we d r i l l e d t h e V o i g h t a y e a r o r two ago, 

t h e r e was n o t any p r o d u c t i o n o u t t h a t f a r e a s t 

y e t . And, s i n c e t h e n , we have s l o w l y p r o g r e s s e d 

on; e x c e p t I t h i n k p o s s i b l y t h e Ross 1, and i t 

was o r i g i n a l l y d r i l l e d as a Morrow w e l l . I'm n o t 

s u r e i f i t had been r e c o m p l e t e d i n t h e Canyon a t 

t h a t t i m e . I t was k i n d o f f r o n t i e r t h e n and we 

have s l o w l y s t e p p e d o u t t o t h i s p r o p o s e d 

1 o c a t i o n . 

Q. I guess my q u e s t i o n w o u l d be, g i v e n our 

e x p e r i e n c e w i t h t h e V o i g h t w e l l , s h o u l d we 

a d d r e s s how t o t r e a t s u b s e q u e n t w e l l s on a 
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s p a c i n g u n i t w i t h i n t h e o r d e r , r a t h e r t h a n have 

t o come back and k i n d o f f i g u r e o u t how t o do i t 

l a t e r on? 

Would you r e q u e s t , or p o s s i b l y — I 

assume Dr. Boneau i s g o i n g t o t e s t i f y , w o u l d you 

r a t h e r d e f e r t h a t q u e s t i o n t o him? 

A. I ' l l l e t D a v e — e x c u s e me, our 

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

MR. STOVALL: And he's n o d d i n g h i s head 

" y e s , " t o o . You c a n ' t see t h a t . 

EXAMINER STOGNER: W i t h t h a t , I have no 

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

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

FURTHER EXAMINATION 

BY MR. CARR: 

Q. Ms. F l y , how does t h e p r o p o s e d l o c a t i o n 

compare, g e o l o g i c a l l y , t o t h e V o i g h t w e l l s i n t h e 

n o r t h w e s t q u a r t e r o f S e c t i o n 29? 

A. W e ' l l be downdi p , and I t h i n k w e ' l l 

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

Q. Would you c o n s i d e r t h i s , j u s t f r o m a 

g e o l o g i c p e r s p e c t i v e , t o be co m p a r a b l e t o t h o s e 

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

A. G r e a t e r i n r i s k . As we s t e p o u t 

e a s t w a r d , we're d i p p i n g more i n t o t h e w a t e r 
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i t s e l f . 

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

EXAMINER STOGNER: Thank y o u . Any 

o t h e r q u e s t i o n s o f Ms. F l y ? She may be excu s e d . 

Mr. C a r r ? 

MR. CARR: At t h i s t i m e w e ' l l c a l l Dr. 

Boneau. 

DAVID FRANCIS BONEAU. Ph.D. 

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

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

EXAMINATION 

BY MR. CARR: 

Q. W i l l you s t a t e y o u r f u l l name and p l a c e 

o f r e s i d e n c e ? 

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

l i v e i n A r t e s i a , New Me x i c o . 

Q. By whom a r e you employed? 

A. I'm employed by Y a t e s P e t r o l e u m 

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

Q. And i n what c a p a c i t y ? 

A. My j o b i s c a l l e d r e s e r v o i r e n g i n e e r i n g 

s u p e r v i s o r . 

Q . Dr. Boneau, you've p r e v i o u s l y t e s t i f i e d 

b e f o r e t h i s D i v i s i o n ? 

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

RODRIGUEZ REPORTING 
( 505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

16 

17 

18 

19 

20 

2 1 

2 2 

23 

24 

25 

30 

Q. At t h e t i m e o f t h a t t e s t i m o n y , were 

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

and made a m a t t e r o f r e c o r d ? 

A . Yes, s i r . 

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

f i l e d i n t h i s case? 

A. Yes. 

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

t h e Dagger Draw-Upper Penn f i e l d t h a t i s i n v o l v e d 

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

A. Yes, s i r . 

MR. CARR: Are t h e w i t n e s s ' 

q u a l i f i c a t i o n s a c c e p t a b l e ? 

EXAMINER STOGNER: Are t h e r e any 

o b j e c t i o n s ? 

MR. KELLAHIN: None. 

EXAMINER STOGNER: Dr. Boneau i s so 

q u a l i f i e d . Mr. C a r r ? 

Q. Dr. Boneau, c o u l d you r e f e r t o what has 

been marked as Y a t e s E x h i b i t No. 8, and f i r s t 

i d e n t i f y t h a t f o r Mr. S t o g n e r and t h e n i d e n t i f y 

what i s i n d i c a t e d on t h e p l a t ? 

A. Yes, I can do t h a t . The f o r c e o f my 

t e s t i m o n y i s i n s u p p o r t o f a 200 p e r c e n t 

n o n c o n s e n t p e n a l t y . E x h i b i t 8 i s a gr o u p o f , I 
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t h i n k i t i s , f i v e p i e c e s o f p a p e r , t o e x p l a i n why 

we t h i n k t h i s i s a r e l a t i v e l y r i s k y w e l l . 

The f i r s t page o f E x h i b i t 8 i s a map 

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

th e c r o s s - s e c t i o n . I t shows t h e whole Dagger 

Draw f i e l d and t h e n t r i e s t o blo w up t h e p o r t i o n 

on t h e e a s t e r n p a r t where t h i s l o c a t i o n e x i s t s . 

The w h ole f i e l d i s shown h e r e , and i t 

e x i s t s between t h e w i g g l y l i n e s w h i c h a r e t h e 

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

gas cap t o t h e w e s t , and you s h o u l d n o t e t h a t 

t h e r e a r e r e l a t i v e l y few w e l l s d r i l l e d o u t i n t h e 

gas cap. The main f a i r w a y o f t h e f i e l d i s m o s t l y 

d e v e l o p e d . Y o u ' l l see t h e r e ' s a few l o c a t i o n s 

l e f t , b u t t h e main f a i r w a y i s m o s t l y d e v e l o p e d . 

The c u r r e n t d r i l l i n g i s c e n t e r e d on 

e x p l o r i n g t h e edges. T h e r e ' s some d r i l l i n g down 

by my r e d d o t i n t h e s o u t h , t r y i n g t o f i n d t h e 

s o u t h b o u n d a r i e s o f t h e f i e l d , and t h e r e ' s some 

d r i l l i n g l i k e t h e w e l l we've p r o p o s e d h e r e on t h e 

n o r t h e a s t end, up by my y e l l o w c i r c l e . 

To be s u r e we u n d e r s t a n d , t h e I n d i a n 

b a s i n , t h e b i g gas f i e l d , l i e s t o t h e s o u t h o f 

t h i s , and i t ' s h i g h . Dagger Draw d i p s f r o m t h e 

s o u t h t o t h e n o r t h e a s t , and by t h e t i m e t h e f i e l d 
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ends, w h e r e v e r i t ends o v e r t h e r e i n t h e 

n o r t h e a s t , i t ends because we d i p down i n t o t h e 

w a t e r , and t h e d o l o m i t e e x t e n d s as a w a t e r 

a q u i f e r 20 m i l e s o r so t o t h e e a s t , p a s t t h e 

Pecos R i v e r , a c t u a l l y . 

So, s t r u c t u r a l l y , we're g o i n g f r o m 

r e l a t i v e l y h i g h i n t h e s o u t h and west t o low i n 

t h e e a s t , and t h e p r o b l e m h e r e i s , when do we 

move so f a r e a s t t h a t we g e t so much w a t e r t h a t 

you c a n ' t make an economic w e l l ? T h a t ' s t h e 

s i t u a t i o n . 

So t h e r i s k — w e l l , I'm g o i n g t o t a l k 

a b o u t two k i n d s o f r i s k , a t l e a s t i n my head. We 

have a d o l o m i t e r e s e r v o i r t h a t ' s e r r a t i c enough 

t h a t you can g e t s u r p r i s i n g l y p oor w e l l s r i g h t 

n e x t t o s e n s a t i o n a l w e l l s . Then, when you g e t on 

t h e edge o f t h e f i e l d , my second argument i s t h a t 

t h a t r i s k i s m a g n i f i e d when you g e t t o t h e edge 

o f t h e r e s e r v o i r and y o u ' r e f i g h t i n g t h e w a t e r . 

T h a t ' s t h e s i t u a t i o n we have h e r e . 

So I'm g o i n g t o t a l k a b o u t some w e l l s 

near t h e r e d d o t , some w e l l s near t h e b l u e d o t , 

some w e l l s near t h e g r e e n d o t , and some w e l l s 

near t h e y e l l o w d o t , and t h o s e a r e t h e o t h e r f o u r 

pages o f t h e e x h i b i t . 
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Q. Are you r e a d y t o go now t o t h e pages 

t h a t a d d r e s s each o f t h e s e a r e a s ? 

A. I t h i n k so. 

Q. Why d o n ' t we s t a r t w i t h t h e r e d d o t a t 

t h e b o t t o m . T h a t ' s t h e S t a g h o r n #2. 

A. The n e x t page I t h i n k i t says a t t h e 

t o p , "Red Are a . S t a g h o r n #2." Example o f a poor 

w e l l a t t h e s o u t h edge o f t h e f i e l d . The e x h i b i t 

shows t h e S t a g h o r n #2 i n U n i t N o f S e c t i o n 25, 

20/24, and shows t h e w e l l s t h a t a r e a d j a c e n t t o 

i t . The w e l l s t h a t a r e a d j a c e n t a r e t h e S t a g h o r n 

#1 and t h e D a h l i a # 1 , and t h e r e ' s a M a r a t h o n 

l o c a t i o n i n S e c t i o n 36 t h a t i s b e i n g d r i l l e d , b u t 

I do n o t know t h e r e s u l t s o f t h a t . 

On each o f t h e s e I ' v e made a l i t t l e 

t a b l e a t t h e b o t t o m t h a t shows some o f t h e 

numbers, and h e r e i t shows what I mean by a poor 

w e l l . The l a s t l i n e a t t h e b o t t o m o f t h e page, 

S t a g h o r n #2, has c u m u l a t e d 3,000 b a r r e l s o f o i l . 

D u r i n g i t s l i f e i t s a v e r a g e d 55 b a r r e l s o f o i l a 

day. I t i s n ' t a l l t h a t t e r r i b l e , b u t i t ' s n o t 

good by Dagger Draw s t a n d a r d s . I t ' s c u r r e n t l y 

p r o d u c i n g 50 o i l and 61 w a t e r . 

The a d j a c e n t w e l l s , t h e o t h e r two 

w e l l s , t h e D a h l i a and t h e S t a g h o r n 1, i n t h e i r 
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r e l a t i v e l y s h o r t l i v e s have cum'd a b o u t 50,000 

b a r r e l s o f o i l . The numbers a r e t h e r e . The 

D a h l i a has made an a v e r a g e o f 229 b a r r e l s o f o i l 

a day, and t h e S t a g h o r n #1 has made an a v e r a g e o f 

321 b a r r e l s a day. V e r y good w e l l s . 

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

i s m o s t l y gone, and you g e t a 5 0 - b a r r e 1 - a - d a y 

w e l l , w h i c h p r o b a b l y — w h i c h i s v e r y c l o s e t o 

economic. I t may n o t be economic. N o r m a l l y you 

need a b o u t 80- t o 100,000 b a r r e l s o f o i l t o have 

an economic w e l l t h e r e . So, t h i s i s one example 

a t t h e s o u t h e r n end where we s t e p p e d o u t t o t h e 

e a s t and we g o t a s t i n k e r . T h a t ' s p r e t t y much 

t h e s t o r y . 

Q. L e t ' s go now t o t h e b l u e a r e a . I t h i n k 

t h e pages a r e o u t o f o r d e r . 

A. The b l u e a r e a may be o u t o f o r d e r b u t 

t h e r e ' s a page t h a t says "Blue A r e a , Conoco AGK 

#10," and t h i s i s i n t h e m i d d l e o f wh a t ' s c a l l e d 

S o u t h Dagger Draw-Upper Penn p o o l . 

The Conoco #10 has w e l l s on e v e r y 

o f f s e t t o i t e x c e p t t h e w e s t , and t h o s e w e l l s a r e 

shown t h e r e . And a t t h e b o t t o m t h e r e ' s numbers 

a b o u t each o f t h e w e l l s . 

The Conoco #10 w e l l i s k i n d o f s i m i l a r 
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t o t h e S t a g h o r n . I t ' s made 8,000 b a r r e l s o f o i l , 

i t ' s a v e r a g e d 55 b a r r e l s a day and i t ' s making 44 

b a r r e l s o f o i l and 98 b a r r e l s o f w a t e r . I t ' s n o t 

making much f l u i d . 

The s u r r o u n d i n g w e l l s a r e a l l ov e r 

1 0 0 - b a r r e l - a - d a y w e l l s , some 2 0 0 - b a r r e l - a - d a y 

w e l l s . They've a l l cum'd a t l e a s t 60,000 b a r r e l s 

and t h e y ' r e a l l g o i n g t o cum a t l e a s t 100,000, 

p r o b a b l y 150,000 b a r r e l s o f o i l . A g a i n , i t ' s a 

s t i n k e r i n amongst good w e l l s . And t h i s i s n o t 

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

m i d d l e o f t h e f a i r w a y . 

P r o b a b l y t h e b e s t example i s t h e n e x t 

one. I t ' s c a l l e d t h e g r e e n a r e a , and t h i s i s a t 

t h e — a t p r e t t y much t h e c e n t r a l o r s o u t h e r n end 

o f N o r t h Dagger Draw-Upper Penn. 

The w e l l we're c a l l i n g y o u r a t t e n t i o n 

t o i s t h e C l i f f o r d #2, and t h i s i s r i g h t i n t h e 

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

f i e l d . The C l i f f o r d #2 has cum'd 5,000 b a r r e l s 

o f o i l . I t ' s a v e r a g e d 12 b a r r e l s a day. I t ' s 

now making f o u r b a r r e l s o f o i l and 38 b a r r e l s o f 

w a t e r . 

The n o r t h o f f s e t i s a Roden #6 w e l l . 

I t ' s a v e r a g e d 283 b a r r e l s a day and has made ov e r 
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200,000 b a r r e l s o f o i l . The s o u t h o f f s e t has 

a v e r a g e d 311 b a r r e l s a day and has made over 

300,000 b a r r e l s o f o i l . And, k i n d o f as an 

a s i d e , t h a t s o u t h w e l l , t h a t C l i f f o r d #1 was a 

f o r c e p o o l i n g w i t h a 200 p e r c e n t p e n a l t y . I was 

h e r e t o t e s t i f y on i t . 

And t h e n t h e s o u t h e a s t o f f s e t t o t h e 

C l i f f o r d #2 i s a Conoco w e l l . I t ' s a s e n s a t i o n a l 

w e l l ; a v e r a g e d 387 b a r r e l s a day and has made 

o v e r 300,000 b a r r e l s o f o i l . So h e r e ' s j u s t a 

p l a i n uneconomic w e l l r i g h t i n t h e h e a r t o f t h e 

f a i r w a y o f t h e f i e l d . 

Q. L e t ' s go now t o t h e y e l l o w a r e a and 

a g a i n I w o u l d ask you t o r e v i e w t h i s 

i n f o r m a t i o n . 

A. Okay. The y e l l o w a r e a i s e s s e n t i a l l y 

S e c t i o n 20 o f 19/25. They asked you t o l o o k a t 

Ross #7 and Ross #10, b u t t h e s t o r y p r o b a b l y 

b e t t e r s a i d h e r e i s t h a t t h e r e ' s n i n e w e l l s i n 

t h i s s e c t i o n and t h e r e ' s two good ones and seven 

po o r ones. So, we're so f a r t o t h e e a s t where 

w a t e r i s r e a l l y becoming a p r o b l e m ; b u t l e t ' s 

l o o k a t some o f t h e numbers. 

The Ross 10 and t h e P a t r i o t 2 a r e t h e 

most e a s t e r l y w e l l s i n t h e f i e l d and t h e y ' r e t h e 

RODRIGUEZ REPORTING 
{505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

16 

1 7 

1 8 

1 9 

20 

2 1 

22 

23 

24 

25 

37 

ones t h a t we're w o r r i e d a b o u t . The Ross 10 has 

made 7,000 b a r r e l s o f o i l and i t ' s making 33 o i l 

and 1,876 b a r r e l s o f w a t e r . I t ' s making 

w h a t e v e r , 98 p e r c e n t w a t e r , and we s i m p l y c a n ' t 

h a n d l e t h a t much w a t e r f o r t h a t l i t t l e o i l . 

My p r o b l e m i n g e t t i n g you t o b e l i e v e 

t h e r i s k p e n a l t y i s t h e P a t r i o t #2, w h i c h i s t h e 

c l o s e s t w e l l t o t h e B i n g e r l o c a t i o n . The P a t r i o t 

#2 has p r o d u c e d o n l y f o r a b o u t a month, 

a p p r o x i m a t e l y 30 days, b u t i t ' s a v e r a g e d o v e r 400 

b a r r e l s a day and i s making 287 b a r r e l s o f o i l 

p e r day. 

My p o i n t i n t a l k i n g a b o u t t h e s e w e l l s 

i s , I hope we g e t a n o t h e r P a t r i o t 2 b u t t h e odds 

a r e a g a i n s t i t , i s t h e message. So t h e Ross 10 

has a v e r y h i g h o i l c u t . The Ross 7, i s making 

48 b a r r e l s o f o i l and 908 b a r r e l s o f w a t e r , so a 

2 0 - t o - l r a t i o . And t h a t ' s p r o b a b l y n o t 

economic. That i s n o t economic. 

The Ross #1 t h e r e i s n o t r e a l l y good a t 

35 o i l and 307 w a t e r , a 1 0 - t o - l r a t i o . 

R a t h e r t h a n r a m b l i n g on, t h e Ross 4 i s 

a good w e l l , t h e P a t r i o t 2 i s a good w e l l . The 

o t h e r w e l l s i n t h i s a r e a have 10 t i m e s as much 

w a t e r a t l e a s t as o i l , and my p o i n t i s t h a t t h o s e 
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odds t e l l me t h a t we have a v e r y good chance o f 

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

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

economics o f t h e w e l l . 

I f i t comes i n r e a l h i g h , i t may be a 

v e r y good o i l w e l l , b u t t h e odds o u t h e r e a r e 

t h a t i t w i l l make l o t s o f w a t e r and t h e economics 

a r e i n d o u b t . 

Q. And what w o u l d you recommend be t h e 

r i s k p e n a l t y t o be a s s e s s e d a g a i n s t t h e i n t e r e s t 

owners who do n o t p a r t i c i p a t e i n t h i s w e l l ? 

A. My re c o m m e n d a t i o n i s t h a t t h e r i s k 

p e n a l t y be t h e maximum 200 p e r c e n t . 

Q. Can you make a re c o m m e n d a t i o n t o t h e 

Examiner as t o how t h e q u e s t i o n o f t h e su b s e q u e n t 

d e v e l o p m e n t o f t h i s 1 6 0 - a c r e t r a c t m i g h t be 

h a n d l e d ? And I'm s p e a k i n g h e r e i n t e r m s o f 

j o i n d e r o f i n t e r e s t owners who a r e now b e i n g 

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

need t o be somehow b r o u g h t i n t o s u b s e q u e n t 

d e v e l o p m e n t on t h i s 160? 

A. My answer t o t h a t i s , I know t h a t t h e 

s t a t e d i d s o m e t h i n g i n t h e case o f V o i g h t . I 

w i s h t h e y w o u l d do a s i m i l a r t h i n g i n t h i s one. 

I do n o t remember e x a c t l y t h e w o r d i n g o f t h a t . 
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The more p r o b l e m s t h e y can s o l v e f o r u s, t h e 

h a p p i e r w e ' l l be. 

MR. STOVALL: L e t me jump i n t o t h a t . I 

t h i n k I remember. I b e l i e v e t h a t t h e p r o v i s i o n 

i n t e r p r e t a t i o n we came up w i t h was t h a t i n t h a t 

case Mr. V o i g h t , t h e f o r c e - p o o l e d p a r t y , be g i v e n 

t h e o p p o r t u n i t y t o j o i n t h e second w e l l and t h a t 

each w e l l be t r e a t e d i n d i v i d u a l l y f o r a c c o u n t i n g 

p u r p o s e s . I f t h e y go n o n c o n s e n t on t h e f i r s t 

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

a p p l i e d t o t h e p e n a l t y . Excuse me. No, t h e 

p r o r a t i o n u n i t i s t h e a c c o u n t i n g e n t i t y . But 

t h e y can pay t h e c o s t s o f t h e second w e l l , b u t 

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

pay o f f t h e f i r s t w e l l f i r s t , b e f o r e t h e y r e c e i v e 

r e v e n u e f r o m t h e p r o r a t i o n u n i t . 

Does t h a t sound l i k e what you t h i n k 

y o u ' r e e n d o r s i n g h e r e , Dr. Boneau? 

THE WITNESS: That sounds l i k e what I 

t h i n k I'm e n d o r s i n g . We want t h e s e p e o p l e t o 

j o i n . T h a t ' s t h e whole p u r p o s e s . We want t o 

d r i l l t h e w e l l . We want t h e p e o p l e t o j o i n . We 

w o u l d be happy t o g i v e them t h e o p p o r t u n i t y t o 

j o i n . 

MR. STOVALL: I t h i n k t h e key t o i t i s , 

RODRIGUEZ REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

1 6 

1 7 

1 8 

19 

20 

2 1 

2 2 

23 

24 

25 

40 

t h e y g e t t h e chance t o j o i n and t h e p r o r a t i o n 

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

p a y o u t o f any n o n c o n s e n t i n g i n t e r e s t s , and n o t an 

on an i n d i v i d u a l w e l l b a s i s . 

THE WITNESS: Yes, and I'm s u r e our 

a c c o u n t i n g p e o p l e have a method o f h a n d l i n g t h a t 

f o r t h e V o i g h t , and t h e y can a p p l y i t t o t h e 

B i n g e r j u s t as w e l l . 

Q. (BY MR. CARR) Dr. Boneau, was E x h i b i t 

8 p r e p a r e d by you? 

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

MR. CARR: At t h i s t i m e , Mr. S t o g n e r , 

we w o u l d move t h e 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 

C o r p o r a t i o n E x h i b i t No. 8. 

EXAMINER STOGNER: Are t h e r e any 

o b j e c t i o n s ? 

MR. KELLAHIN: None. 

EXAMINER STOGNER: E x h i b i t No. 8 w i l l 

be a d m i t t e d i n t o e v i d e n c e . 

MR. CARR: That c o n c l u d e s my d i r e c t 

e x a m i n a t i o n o f Dr. Boneau. 

EXAMINER STOGNER: Thank y o u , Mr. 

Ca r r . 

Mr. K e l l a h i n , any q u e s t i o n s ? 

MR. KELLAHIN: No q u e s t i o n s . 
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EXAMINER STOGNER: Ot h e r t h a n Mr. 

S t o v a l l , a r e t h e r e any o t h e r q u e s t i o n s o f t h i s 

w i t n e s s ? I have none o f Dr. Boneau a t t h i s 

t i m e . He may be ex c u s e d . 

MR. CARR: We have n o t h i n g f u r t h e r i n 

t h i s c ase, Mr. S t o g n e r . 

EXAMINER STOGNER: Mr. C a r r , w o u l d you 

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

c o m p u l s o r y p o o l i n g ? 

MR. STOVALL: S p e c i f i c a l l y l o o k i n g f o r 

t h e l a n g u a g e i n t h e s u b s e q u e n t w e l l o p e r a t i o n s . 

MR. CARR: We w o u l d be happy, Mr. 

S t o g n e r , t o p r o v i d e a d r a f t o f t h e o r d e r . We 

w o u l d r e q u e s t t h a t t h e case r e m a i n open and be 

c o n t i n u e d t o March 18, t o p e r m i t t h e a p p r o p r i a t e 

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

N i x o n E s t a t e . 

EXAMINER STOGNER: And so i t s h a l l . 

And you can g e t y o u r r o u g h d r a f t i n by t h a t 

t ime . 

MR. CARR: Yes. 

EXAMINER STOGNER: A n y t h i n g f u r t h e r i n 

t h i s m a t t e r ? T h i s case w i l l be c o n t i n u e d t o t h e 

Ex a m i n e r ' s H e a r i n g s c h e d u l e d f o r March 18, 1993. 

(And t h e P r o c e e d i p ^ h e c ^ ^ ^ | h e f b r e g o j n g j s 

a compie>e record of this proceedings in 
the examiner hearing Ot Cass No. 
heard by mem 1 * f j j > 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 
) s s . 

COUNTY OF SANTA FE ) 

I , C a r l a Diane R o d r i g u e z , C e r t i f i e d 

C o u r t 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 caused my n o t e s t o be t r a n s c r i b e d 

u n der 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 employee 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 mat t e r • 

WITNESS MY HAND AND SEAL March 1, 1993. 

fLA DIANT^RODRIGUEZ /RPR CARLA DIAN 
CCR No. 4 

Nl2 R0DRIGUEZ , 'RPR rt J 
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