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

c a l l Case 10730. 

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

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

l o c a t i o n . . Eddy County, New Me x i c o . 

EXAMINER CATANACH: Are t h e r e 

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

MR. CARR: May i t p l e a s e t h e Exami n e r , 

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 , 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 two w i t n e s s e s p l e a s e s t a n d t o 

be sworn i n . 

[The w i t n e s s e s were duly sworn.] 

D'NESE FLY 

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

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

EXAMINATION 

BY MR. 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 . 

RODRIGUEZ REPORTING 
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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 i n A r t e s i a , New M e x i c o . 

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

A. As a p e t r o l e u m g e o l o g i s t . 

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 and had y o u r c r e d e n t i a l s 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, 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 you q u a l i f i e d as an e x p e r t w i t n e s s i n 

p e t r o l e u m g e o l o g y ? 

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 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. Yes, I am. 

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

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

A. Yes. 

Q. Have you made a g e o l o g i c a l s t u d y o f t h e 

a r e a 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 ? 
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EXAMINER CATANACH: They a r e . 

Q. Ms. F l y , c o u l d you b r i e f l y summarize 

f o r Mr. Catanach what Y a t e s seeks i n t h i s case? 

A. Yes. Y a t e s seeks a u t h o r i z a t i o n t o 

d r i l l t o t h e Morrow f o r m a t i o n , Cemetery-Morrow 

Gas P o o l , i t s Conoco AGK F e d e r a l W e l l No. 15, a t 

an u n o r t h o d o x l o c a t i o n 660 f e e t f r o m t h e s o u t h 

l i n e , 1980 f e e t f r o m t h e e a s t l i n e o f S e c t i o n 26, 

Township 20 S o u t h , Range 24 E a s t . 

Q. Mrs. F l y , Y a t e s p r o p o s e s t o t e s t b o t h 

t h e Canyon and t h e Morrow f o r m a t i o n i n t h i s w e l l , 

do t h e y n o t ? 

A . Yes, t h e y do. 

Q. T h i s l o c a t i o n w i l l o n l y be u n o r t h o d o x 

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

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

Q. Cou l d you r e f e r t o what has been marked 

f o r i d e n t i f i c a t i o n 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 r e v i e w t h i s e x h i b i t f o r Mr. 

Catanach? 

A. Yes. T h i s i s a l a n d p l a t o f t h e 

s o u t h e a s t q u a r t e r o f 20-24. I t i s t h e n i n e 

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

The s p a c i n g u n i t o f i n t e r e s t h e r e i s 

h i g h l i g h t e d i n y e l l o w , w i t h t h e p r o p o s e d l o c a t i o n 
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b e i n g i n r e d i n U n i t 0. The o t h e r Y a t e s a c r e a g e 

i s h i g h l i g h t e d h e r e i n p i n k . 

Q. Does t h i s e x h i b i t a l s o show t h e 

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

A . Yes, i t does. 

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

i n d i c a t e d by t h e c o l o r c o d i n g i n t h e w e l l s p o t s ? 

A. Yes. 

Q. Now, Mrs. F l y , t h i s w o u l d be a s t a n d a r d 

l o c a t i o n f o r a la y - d o w n s p a c i n g u n i t , w o u l d i t 

n o t ? 

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

Q. W i t h t h e s t a n d - u p u n i t , on what 

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

A. W i t h t h e s t a n d - u p , we a r e e n c r o a c h i n g 

on Conoco t o t h e s o u t h . 

Q. And Conoco a l s o has a w e l l i n t h e 

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

A. Yes, t h e P r e s t o n F e d e r a l No. 6 i n U n i t 

A . 

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

A. The n o r t h h a l f o f 35. 

Q. Was t h a t w e l l a l s o d r i l l e d a t an 

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

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

who, t o t h e s o u t h and t h e e a s t ? 

A. That w o u l d be M a r a t h o n . 

Q. T h i s l o c a t i o n a c t u a l l y does n o t 

e n c r o a c h on t h e M a r a t h o n t r a c t , does i t ? 

A . No . 

Q. I s E x h i b i t No. 2 a copy o f 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 a p p l i c a t i o n has 

been p r o v i d e d t o b o t h Conoco and Marathon? 

A. Yes. 

Q. And a t t a c h e d t o t h a t a f f i d a v i t , a r e 

t h e r e l e t t e r s and r e t u r n r e c e i p t s w h i c h show t h a t 

t h e n o t i c e was a c t u a l l y r e c e i v e d ? 

A. Yes. 

Q. C o u l d you i d e n t i f y f o r Mr. Catanach 

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. 3? 

A. Yes, t h i s i s t h e l e t t e r we s e n t t o 

Conoco, I n c . , on September 16, 1992, r e g a r d i n g 

t h a t we w o u l d n o t p r o t e s t t h e i r u n o r t h o d o x 

l o c a t i o n i n S e c t i o n 35 i f t h e y , l i k e w i s e , w o u l d 

n o t p r o t e s t us i n t h e s o u t h h a l f o f 26. 

Q. Cou l d you i d e n t i f y f o r Mr. Catanach 

what has been marked as Y a t e s E x h i b i t No. 4, 

i d e n t i f y t h i s and t h e n r e v i e w i t f o r Mr. 
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Catanach? 

A. A l l r i g h t . T h i s i s a s t r u c t u r e map on 

t h e t o p o f t h e Canyon d o l o m i t e i n t h e So u t h 

Dagger Draw f i e l d , w i t h t h e c o n t o u r i n t e r v a l 

b e i n g 50 f e e t . 

I'm s u b m i t t i n g t h i s s t r u c t u r e map t o 

show t h e l o c a t i o n o f t h e Conoco HEK Fed No. 15, 

and show t h a t i t i s i n an o r t h o d o x l o c a t i o n f o r 

t h e Canyon, w h i c h i s our p r i m a r y o b j e c t i v e , and 

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

o i l l e g w h i c h we a r e d e v e l o p i n g i n South Dagger 

Dr aw . 

Q. What i s t h e p r i m a r y o b j e c t i v e f o r t h i s 

we 11 ? 

A. The p r i m a r y o b j e c t i v e i s t h e Canyon 

d o l o m i t e . 

Q. I s t h i s a r e s e r v o i r w h i c h p r o d u c e s f r o m 

t h e S o u th Dagger Draw-Upper P e n n s y l v a n i a n 

a s s o c i a t e d p o o l ? 

A. Yes, i t i s . 

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

have an o r t h o d o x l o c a t i o n ? 

A. C o r r e c t . 

Q. What i s t h e s e c o n d a r y o b j e c t i v e ? 

A. The s e c o n d a r y o b j e c t i v e i s t h e Upper 
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Morrow f o r m a t i o n . T h i s l o c a t i o n was chosen 

p r i m a r i l y f o r t h e Canyon. The n e c e s s i t y f o r t h i s 

u n o r t h o d o x h e a r i n g has t o do w i t h t h e Morrow, 

because t h i s b e i n g a s t a n d - u p s p a c i n g u n i t makes 

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

Q. Was t h e n e c e s s i t y f o r t h e u n o r t h o d o x 

l o c a t i o n i n t h e Morrow based on g e o l o g i c 

c o n d i t i o n s ? 

A . Yes. 

Q. L e t ' s go now t o E x h i b i t No. 5, and I 

wo u l d ask you t o i d e n t i f y t h a t and r e v i e w i t f o r 

t h e Examiner. 

A. Okay. E x h i b i t No. 5 i s my combined 

s t r u c t u r e and sand i s o p a c h map o f t h e Morrow 

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

c o n t o u r s on t o p o f t h e main Morrow c l a s t i c s , w i t h 

t h e c o n t o u r i n t e r v a l b e i n g 100 f e e t . 

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

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

c l e a n , Upper Morrow sand. I'm d e f i n i n g " c l e a n " 

h e r e as sand w i t h l e s s t h a n 50 gamma r a y API 

u n i t s . The c o n t o u r f o r t h e i s o p a c h i s 10 f e e t . 

I ' v e shown h e r e t h a t t h e Morrow 

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

p r o d u c e r i s i n y e l l o w , t h e Canyon gas p r o d u c e r s 
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ar e i n b l u e , and t h e p l u g g e d - b a c k Canyon o i l 

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

p e n e t r a t e t h e Morrow. 

Q. Can you e x p l a i n t o t h e Examiner e x a c t l y 

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

A. The p r o p o s e d l o c a t i o n was chosen t o 

e n c o u n t e r t h e maximum amount o f Morrow sand 

w i t h i n our s p a c i n g u n i t . I t ' s g e o l o g i c a l l y 

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

Upper Morrow sand t h i c k , and we a r e e x p e c t i n g t o 

e n c o u n t e r a p p r o x i m a t e l y 40 f e e t o f sand, w h i c h i s 

a l i t t l e l e s s t h a n what t h e P r e s t o n F e d e r a l No. 6 

e n c o u n t e r e d , t o t h e s o u t h o f us h e r e . 

And t h e P r e s t o n F e d e r a l 6 i s a l s o 

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

of o v e r 7 m i l l i o n c u b i c f e e t o f gas p e r day. I 

p u t t h e s t r u c t u r a l c o n f i g u r a t i o n s on h e r e j u s t t o 

h e l p i n t e r p r e t t h e g e o l o g i c p i c t u r e . I t does n o t 

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

Q. But i t does show t h e r e g i o n a l s o u t h e a s t 

t r e n d ? 

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

Q. L e t ' s go now t o Y a t e s E x h i b i t No. 6. 

Cou l d you i d e n t i f y and r e v i e w t h i s f o r Mr. 

Catanach? 
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A. Yes. E x h i b i t No. 6 h e r e i s a p o r t i o n 

o f t h e Conoco P r e s t o n F e d e r a l No. 6 d e n s i t y 

n e u t r o n l o g l o c a t e d a t i t s u n o r t h o d o x b o t t o m h o i 

l o c a t i o n o f 729 f e e t f r o m t h e n o r t h l i n e and 753 

f e e t f r o m t h e e a s t l i n e o f S e c t i o n 35, Township 

20 S o u t h , Range 24 E a s t . 

T h i s w e l l was d e v i a t e d , f o r t o p o g r a p h ! 

r e a s o n s , f r o m t h e s u r f a c e l o c a t i o n o f 990 f e e t 

f r o m t h e n o r t h and 460 f e e t f r o m t h e e a s t . The 

l o g e x c e r p t c o v e r s t h e e n t i r e main Morrow 

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

h i g h l i g h t e d h e r e as t h e main Morrow c l a s t i c s a t 

9293 measured d e p t h , t h e Lower Morrow a t 9408 

measured d e p t h , and t h e M i s s i s s i p p i a n 

u n c o n f o r m i t y a t 9443. 

Q. What p o r t i o n o f t h e Morrow f o r m a t i o n 

a c t u a l l y c o n s t i t u t e s t h e Upper Morrow? 

A. T h i s i s t h e s h a l e y i n t e r v a l seen h e r e 

above t h e Lower Morrow marker a t 9408 i n what we 

c o n s i d e r t h e main Morrow c l a s t i c s , t h e s h a l e y 

sand i n t e r v a l , a t 9293. 

Q. Okay. 

A. And i t ' s t h e s e c l e a n sands w i t h i n t h i s 

Upper Morrow i n t e r v a l t h a t were c o u n t e d by t h e 

l e s s t h a n 50 gamma r a y API u n i t s and i s o p a c h e d , 
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t h a t was shown i n t h e p r e v i o u s e x h i b i t . 

The P r e s t o n F e d e r a l No. 6 l o g has 

e n c o u n t e r e d a b o u t 48 f e e t o f t h e s e sands. 

Q. And what p o r t i o n o f t h e Morrow i s o f 

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

A. The 3 2 - f o o t sand t h a t I ' v e h i g h l i g h t e d 

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

w e l l , and i t ' s t h e pay d e l i v e r i n g zone, and t h e 

p e r f o r a t i o n s a r e shown h e r e on t h e l o g i n t h e 

c e n t e r , on t h e r i g h t - h a n d s i d e . 

Q. C o u l d you g e n e r a l l y summarize f o r Mr. 

Catanach t h e g e o l o g i c a l r e a s o n s b e h i n d Y a t e s 

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

f o r m a t i o n ? 

A. Yes. I n summary, t h e p r o p o s e d l o c a t i o n 

i s , g e o l o g i c a l l y , t h e b e s t 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 26 f o r t h e Morrow f o r m a t i o n , and 

s h o u l d r e c o v e r t h e g r e a t e s t amount o f h y d r o c a r b o n 

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

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 gh t s . 

Q. Mrs. F l y , w i l l Y a t e s c a l l an a d d i t i o n a l 

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

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

A. Yes. 
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Q. Were E x h i b i t s 1 t h r o u g h 6 e i t h e r 

p r e p a r e d by you or have you r e v i e w e d them and can 

you t e s t i f y as t o t h e i r a c c u r a c y ? 

A. Yes. 

MR. CARR: At t h i s t i m e , Mr. Cat a n a c h , 

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 s 1 t h r o u g h 6. 

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

6 w i l l be a d m i t t e d as 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 Mrs. F l y . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mrs. F l y , i s s t r u c t u r e i m p o r t a n t , as 

f a r as g e t t i n g a good Morrow w e l l ? 

A. No, t h i s i s m a i n l y s t r a t i g r a p h i c h e r e . 

I t does p l a y an i m p o r t a n t r o l e f a r t h e r t o t h e 

e a s t , b u t we're u p d i p f r o m t h a t . 

Q. At a s t a n d a r d l o c a t i o n i n t h e e a s t h a l f 

f o r a Morrow, you w o u l d e x p e c t t o e n c o u n t e r 

c o n s i d e r a b l y l e s s sand? 

A. C o r r e c t , l e s s t h a n 10 f e e t , w h i c h w o u l d 

n o t be economic. I t w o u l d n o t pay f o r t h e 

Morrow, f o r t h e w e l l . 

Q. The M a r a t h o n w e l l i n S e c t i o n 36, do you 
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know a n y t h i n g a b o u t t h a t w e l l ' s c a p a b i l i t y ? 

A. I j u s t know t h e y have a p p l i e d f o r an 

u n o r t h o d o x l o c a t i o n t h e r e i n U n i t L, I t h i n k i s 

what i t w o u l d be, 1980 f r o m t h e s o u t h and 660 

f r o m t h e w e s t , I t h i n k . And I have no i d e a i f 

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

be i n g d r i l l e d . 

Q. Looks l i k e t h e I n d i a n H i l l s No. 2, t h e 

one i n U n i t P o f S e c t i o n 3 6 — 

A. Yes. 

Q. — t h a t l o o k s l i k e i t e n c o u n t e r e d , w h a t , 

abou t f o u r f e e t o f sand? 

A. Uh-huh, i n t h e upper Morrow t h a t ' s what 

i t e n c o u n t e r e d . 

Q. Do you know i f t h a t ' s a c o m m e r c i a l 

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

A. I t h i n k t h e y d i d IP t h a t one f o r — l e t 

me see i f I can f i n d t h a t — t h i s cum'd 48 MMcf, 

and I am n o t s u r e i f t h a t i s s o l e l y o u t o f t h e 

Upper Morrow. I c a n n o t say r i g h t now. 

Q. There a r e c u r r e n t l y some Canyon w e l l s 

i n S e c t i o n 26 t h a t Y a t e s o p e r a t e s ? 

A. Yes. They a r e shown i n E x h i b i t No. 4. 

Q. Are t h o s e p r o r a t i o n u n i t s a l r e a d y 

e s t a b l i s h e d as t h e e a s t h a l f and t h e west h a l f ? 
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A. Yes. 

Q. There i s no Morrow p r o d u c t i o n i n t h e 

n o r t h h a l f o f S e c t i o n 26? 

A. There i s no Morrow p r o d u c t i o n a t a l l i n 

Sect i o n 26. 

Q. Okay. The w e l l j u s t t o t h e e a s t o f t h e 

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

A. Yes, i t i s . We d i d t a k e t h a t down t o 

t h e Morrow, and e n c o u n t e r e d 16 f e e t w i t h i n t h e 

Upper Morrow, and p l u g g e d back t o t h e Canyon. 

Q. A c o m p l e t i o n wasn't a t t e m p t e d i n t h e 

Morrow? 

A. No. We d i d DST i t and i t was t i g h t . 

And when we l o g g e d i t - - No, s i r , we d i d n o t DST 

t h a t one. I'm s o r r y . We l o g g e d i t , and t h e r e 

was n o t enough p o r o s i t y t h e r e o r p e r m e a b i l i t y . 

Q. I s t h a t , i n y o u r o p i n i o n , because i t ' s 

on t h e o u t e r f l a n k o f t h e sand c h a n n e l ? 

A. Yes. I t was a more v e r y f i n e t o f i n e 

sand, whereas t h e h e a r t o f t h e c h a n n e l , w h i c h t h e 

P r e s t o n 6 e n c o u n t e r e d , was a c o a r s e , g r a i n sand. 

Q. What c o n t r o l do you have t o map t h a t 

sand t o t h e n o r t h t h e r e ? 

A. As you can see, t h e r e ' s n o t much 

c o n t r o l down i n t h i s a r e a . T h i s P r e s t o n 6 opened 
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up a new, what I c o n s i d e r a d i s t r i b u t a r y c h a n n e l 

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

sequence i n t h e Morrow i n t h i s a r e a , and you have 

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

Q. So you j u s t use t h e e x i s t i n g w e l l b o r e s 

t o map t h a t c h a n n e l ? 

A. Yes. There i s no s e i s m i c i n v o l v e d , i f 

t h a t ' s what you mean. 

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

l o c a t i o n w o u l d be p r o b a b l y n o n c o m m e r c i a l ? 

A . Yes, s i r . 

Q . You t e s t i f i e d , on E x h i b i t No. 3, you 

had a l e t t e r d e a l i n g w i t h Conoco. Do you know i f 

Conoco a c t u a l l y e x e c u t e d t h e agreement? 

A. I am n o t s u r e . I d o n ' t t h i n k we ev e r 

g o t a w r i t t e n r e s p o n s e f r o m them. We d i d n o t 

appear a t t h e h e a r i n g , and t h e w e l l has a l r e a d y 

been d r i l l e d , and t h e y have n o t s u b m i t t e d any 

p r o t e s t . 

EXAMINER CATANACH: I have n o t h i n g 

f u r t h e r . 

MR. STOVALL: Not me. 

MR. CARR: At t h i s t i m e we w o u l d c a l l 

Dr. Boneau. 

DAVID FRANCIS BONEAU. Ph.D. 
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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 a v i d F r a n c i s Boneau. 

Q. By whom a r e you employed? 

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 . 

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

A. I work as 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, 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, s i r . 

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 r e s e r v o i r 

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 on b e h a l f 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 ? 

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

Q. Are you f a m i l i a r w i t h t h e 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 ? 
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A. Yes. 

Q. Have you made an e n g i n e e r i n g s t u d y o f 

t h e a r e a i n v o l v e d i n t h i s m a t t e r ? 

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 CATANACH: They a r e . 

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 p r e p a r e d two e x h i b i t s , I 

w o u l d say. 

Q. Would 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. 7, i d e n t i f y t h i s and t h e n 

and r e v i e w i t f o r Mr. Catanach? 

A. Ya t e s E x h i b i t No. 7 c o n s i s t o f t h r e e 

p i e c e s o f p a p e r . The f r o n t page i s a semblance 

of a map. I t ' s a l i t t l e map t a l k i n g m a i n l y a b o u t 

t h e d r a i n a g e a r e a o f t h e P r e s t o n F e d e r a l No. 6. 

Yat e s i s s e e k i n g t h i s u n o r t h o d o x 

l o c a t i o n . We a r e a s k i n g t h a t no p e n a l t y be 

a p p l i e d t o our w e l l . We a c t u a l l y have t h r e e 

r e a s o n s , I t h i n k , f o r s e e k i n g t h a t , and you've 

h e a r d p r o b a b l y t h e two b e s t . 

We t h i n k t h e r e s h o u l d be no p e n a l t y 

because t h e p r o p o s e d l o c a t i o n i s an o r t h o d o x 
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l o c a t i o n f o r a s o u t h h a l f s p a c i n g u n i t . We t h i n k 

i t s h o u l d have no p e n a l t y because t h e c o m p e t i n g 

w e l l i s a v e r y good w e l l and i s a l s o a t an 

o r t h o d o x l o c a t i o n . And t h e t h i r d r e a s o n I r e a l l y 

came t o d i s c u s s i s 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 No. 6, and t h e c o n c l u s i o n , r e a l l y , i s 

g o i n g t o be t h a t we have a good p o s s i b i l i t y o f 

b e i n g d r a i n e d by t h a t w e l l , and t h e r e ' s 

e s s e n t i a l l y no chance t h a t o u r w e l l w i l l d r a i n 

a n y t h i n g o f f our l e a s e . 

Q. Dr. Boneau, when you t a l k a b o u t t h e 

c o m p e t i n g w e l l , t h e Conoco w e l l i n t h e n o r t h h a l f 

o f 35, t h a t w e l l i s a t an u n o r t h o d o x l o c a t i o n , i s 

i t n o t ? 

A. Yes. 

Q. And i s t h a t w e l l p e n a l i z e d because o f 

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

A. No, s i r . 

Q. A l l r i g h t . L e t ' s go t o E x h i b i t No. 7 

now, and i f you c o u l d r e v i e w t h a t f o r Mr. 

Catanach? 

A. Okay. So what's shown on t h e f r o n t 

page o f E x h i b i t No. 7 i s an o u t l i n e o f t h e Morrow 

c h a n n e l , and t h a t i s t h e o u t l i n e o f t h e i s o p a c h 

t h a t was drawn on E x h i b i t 5. I t shows t h r e e 
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w e l l s , an open c i r c l e f o r t h e p r o p o s e d Y a t e s 

l o c a t i o n f o r t h e Conoco AGK #15. I t shows a 

b l a c k c i r c l e f o r t h e l o c a t i o n o f t h e Yates-Conoco 

AGK #9, t h e w e l l t h a t was t a k e n t o t h e Morrow and 

p l u g g e d back t o t h e Canyon by Y a t e s . 

We a v o i d e d coming t o a h e a r i n g on t h a t 

one by d r i l l i n g a d r y h o l e . 

For t h e E x a m i n e r ' s i n f o r m a t i o n , t h e AGK 

#15, j u s t t o d i v e r g e a second, i s b e i n g d r i l l e d 

a t t h i s moment. Y e s t e r d a y we were about 7500 

f e e t t e s t i n g t h e Canyon on DST. 

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

w e l l , t h e P r e s t o n F e d e r a l No. 6, l o c a t e d i n U n i t 

A o f S e c t i o n 35. T h i s Conoco w e l l went on l i n e 

a p p r o x i m a t e l y March 1 s t , and what I ' v e shown on 

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

a r e a as o f t h e end o f t h i s month. 

So, a t t h e end o f May i t w i l l have 

p r o d u c e d t h r e e months and d r a i n e d 26-1/2 a c r e s , 

and has a d r a i n a g e c i r c l e as shown on t h e f r o n t 

page o f t h e e x h i b i t . 

The c o n t i n u i n g s t o r y — a n d w e ' l l g e t t o 

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

s t o r y , t h e w e l l ' s making 7 m i l l i o n a day and i t ' s 

a s o l i d 7 m i l l i o n a day, so i t ' s makincf a b o u t 200 
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m i l l i o n a month. The e x h i b i t shows where i t w i l l 

be a t t h e end o f t h i s month. 

On J u l y 1 0 t h , t h a t c i r c l e w i l l r e a c h 

our b o u n d a r y . I n September, t h a t c i r c l e w i l l 

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

edge o f t h e c h a n n e l t o t h e s o u t h w e s t edge o f t h e 

channe1. 

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

a v a i l a b l e Morrow r e s e r v o i r v e r y r a p i d l y , and i t ' s 

g o i n g t o compete w i t h t h e Ya t e s w e l l and i t i s 

g o i n g t o d r a i n i t s own a r e a and t h e s u r r o u n d i n g 

a r e a s v e r y r a p i d l y . 

So t h e Y a t e s w e l l has p r o b a b l y , i n my 

o p i n i o n , a z e r o chance o f b e i n g a 7 m i l l i o n a day 

w e l l . We hope i t ' s a 2 or 3 m i l l i o n a day w e l l . 

The c o m p e t i t i o n i s j u s t g o i n g t o be such t h a t 

we're g o i n g t o be a f t e r o u r gas, and t h e Conoco 

w e l l has t h e p r o v e n c a p a b i l i t y t o d r a i n i t s own 

a r e a and some Y a t e s and M a r a t h o n a c r e a g e . 

T h a t ' s t h e b a s i c argument. The o t h e r 

pages f i l l i n t h o s e numbers. On t h e second 

page — I'm n o t g o i n g t o go t h r o u g h a l l t h e 

numbers, b u t a c o u p l e o f them a r e o f 

i n t e r e s t — two or t h r e e i n c h e s down, r i g h t above 

I t e m No. 2, i t s a y s , " H y d r o c a r b o n p o r e volume i s 
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2.637 f e e t o f gas p o r o s i t y i n t h e P r e s t o n F e d e r a l 

No . 6 . " 

The t h i r d page o f t h e e x h i b i t i s a 

f o o t - b y - f o o t c a l c u l a t i o n o f t h a t number. I t e m 

No. 2 on t h e second page t a l k s a b o u t p r o d u c t i o n . 

I n March o f 93, t h e f i r s t month i t was on l i n e , 

i t made 191 m i l l i o n c u b i c f e e t . I n A p r i l i t made 

218 m i l l i o n c u b i c f e e t . 

Y a t e s has a s m a l l i n t e r e s t i n t h e w e l l . 

We g e t t h e r e p o r t s , and t h e s e a r e t h e numbers. 

The May number has g o t t o be an e s t i m a t e s i n c e 

May i s n o t q u i t e o v e r y e t , b u t t h e w e l l i s 

h o l d i n g s t e a d y a t 7 m i l l i o n a day. So, i n t h r e e 

months i t w i l l have made o v e r 600 m i l l i o n c u b i c 

f e e t o f gas. 

P a r t 3 o f t h e second page o f t h e 

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

and as o f June 1 s t t h e c i r c l e w i l l have a r a d i u s 

o f 606 f e e t . By an e x t e n s i o n o f t h a t , on J u l y 

1 0 t h t h a t c i r c l e w i l l r e a c h o ur b o u n d a r y , and a 

c o u p l e o f months l a t e r i t w i l l e n t i r e l y f i l l t h a t 

c h a n n e 1 . 

So, t h e P r e s t o n F e d e r a l i s d r a i n i n g t h e 

Morrow c h a n n e l v e r y r a p i d l y , and our w e l l i s 

g o i n g t o have a t o u g h t i m e c o m p e t i n g w i t h no 
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p e n a l t y , and w i t h t h e p e n a l t y we w o u l d have no 

chance a t a l l . 

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

as E x h i b i t No. 8, and I w o u l d ask you t o i d e n t i f y 

and r e v i e w t h a t . 

A. E x h i b i t No. 8 c o n s i s t o f two p i e c e s o f 

p a p e r , and i t ' s some s u b s i d i a r y numbers j u s t t o 

k i n d o f f i l l i n t h e p i c t u r e f o r t h e Examiner. 

I t i s s i m p l y a c a l c u l a t i o n o f t h e gas 

i n p l a c e i n t h e Morrow c h a n n e l , b o t h i n S e c t i o n 

26 and i n S e c t i o n 35, and i t uses t h e i s o p a c h s 

t h a t were p r e s e n t e d i n E x h i b i t 5. I d i d n ' t 

r e d r a w t h o s e , b u t I p l a n i m e t e r e d a l l t h o s e . 

The c o n c l u s i o n i s t h a t i n S e c t i o n 26 

t h e r e ' s 1.9, a p p r o x i m a t e l y , Bcf o f gas i n p l a c e , 

and i n S e c t i o n 35 t h e r e ' s a b o u t t h r e e and a h a l f 

Bcf i n p l a c e . Most o f t h e gas, as you can see 

f r o m t h e map, i s i n S e c t i o n 36. T h e r e ' s a b o u t 10 

Bcf o f gas i n S e c t i o n 36. 

The Y a t e s w e l l , a ssuming i t i s 

s u c c e s s f u l , i s g o i n g t o be c o m p e t i n g f o r t h a t 1.9 

Bcf o f gas. We hope t o g e t 1.2, 1.5 B c f . And 

w i t h no p e n a l t y w e ' l l have a good chance o f 

g e t t i n g t h a t ; w i t h a p e n a l t y , t h e huge p r o d u c 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 i s g o i n g t o d r a i n u s. 
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The second page o f E x h i b i t 8 i s s i m p l y 

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

gas i n p l a c e numbers on t h e f r o n t page o f E x h i b i t 

8 . 

Q. Dr. Boneau, i f t h i s a p p l i c a t i o n i s 

a p p r o v e d and a p e n a l t y s h o u l d be imposed by t h e 

D i v i s i o n , w o u l d t h e c o r r e l a t i v e r i g h t s o f Y a t e s 

P e t r o l e u m C o r p o r a t i o n be i m p a i r e d ? 

A. Yes, t h a t ' s c l e a r l y my o p i n i o n . 

Q. C o n v e r s e l y , i f t h e a p p l i c a t i o n i s 

a p p r o v e d w i t h no p e n a l t y , w i l l t h e c o r r e l a t i v e 

r i g h t s o f any o f f s e t t i n g o p e r a t o r be a d v e r s e l y 

a f f e c t e d ? 

A . No, s 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 

Y a t e s ' a p p l i c a t i o n 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 , 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 ? 

A. Yes, s i r . 

Q. Were E x h i b i t s 7 and 8 p r e p a r e d by you? 

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

MR. CARR: At t h i s t i m e , Mr. Cat a n a c h , 

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 7 and 8. 

EXAMINER CATANACH: E x h i b i t s 7 and 8 
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w i l l be a d m i t t e d i n t o e v i d e n c e . 

MR. 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. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Dr. Boneau, i s t h i s g o i n g t o be a d u a l 

comp1e t i o n ? 

A. No, I t h i n k i t i s n o t g o i n g t o be a 

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

Morrow c o m p l e t i o n , we w i l l p r o d u c e t h e Morrow; 

and when i t i s d e p l e t e d , we w i l l p l u g back t o t h e 

Canyon. T h a t ' s t h e answer. We've had one or two 

o t h e r w e l l s go l i k e t h a t , and t h a t ' s been t h e 

mode o f o p e r a t i o n . 

Q. I s i t y o u r o p i n i o n t h a t t h e P r e s t o n 

w e l l w i l l , i f you d o n ' t d r i l l a w e l l in. S e c t i o n 

26 t o t h e Morrow, w i l l t h a t P r e s t o n F e d e r a l d r a i n 

t h e a c r e a g e i n S e c t i o n 26? 

A. I f t h e r e were no o t h e r w e l l s d r i l l e d , 

t h e P r e s t o n F e d e r a l No. 6 w o u l d d r a i n most o f t h e 

gas i n S e c t i o n 26 and an a p p r e c i a b l e amount o f 

t h e gas i n S e c t i o n 36. I t w o u l d d r a i n a l o n g 

way, y e s . I t has v e r y good p e r m e a b i l i t y and 

p o r o s i t y . 

Q. A l l o f y o u r c a l c u l a t i o n s and r e s e r v e 
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e s t i m a t e s a r e based upon Ms. F l y ' s g e o l o g i c 

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

A. T h a t ' s c o r r e c t . The 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 6 and t h e e x p a n s i o n o f i t s 

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

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

Q. I s t h e q u a l i t y o f t h e r e s e r v o i r i n t h e 

P r e s t o n F e d e r a l No. 6, i s i t g o i n g t o be 

c o n s i d e r a b l y b e t t e r t h a n what you hope t o 

enc o u n t e r ? 

A. The map and t h e g e o l o g i c a l 

i n t e r p r e t a t i o n has t h e Y a t e s w e l l beingr r i g h t on 

t o p , i n t h e t h i c k e s t p a r t o f t h e c h a n n e l . I f 

t h a t i s a c t u a l l y t r u e , t h e w e l l w i l l be somewhat 

p o o r e r t h a n t h e P r e s t o n F e d e r a l . I t ' s g o t 42 

f e e t compared t o 48 f e e t , or s o m e t h i n g on t h a t 

o r d e r . 

The g e o l o g i s t s a r e n ' t a l w a y s e x a c t l y 

r i g h t , and w e ' l l be r e a l l u c k y t o g e t s o m e t h i n g 

75 p e r c e n t as good as t h e P r e s t o n F e d e r a l . W e ' l l 

t a k e s o m e t h i n g h a l f as good as t h e P r e s t o n 

F e d e r a l . 

EXAMINER CATANACH: I d o n ' t have 

a n y t h i n g f u r t h e r . Bob? 

MR. STOVALL: I ' v e l e a r n e d l o n g ago n o t 
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t o q u e s t i o n D r . B o n e a u . 

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

t h i s c a s e , Mr. C a t a n a c h . 

EXAMINER CATANACH: T h e r e b e i n g n o t h i n g 

f u r t h e r , Case 10730 w i l l be t a k e n u n d e r 

a d v i s e r a e n t . 

MR. CARR: Th a n k y o u . 

(An d t h e p r o c e e d i n g s c o n c l u d e d . ) 
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