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

c a l l Case 9854. 

MR. STOVALL: I n t h e m a t t e r o f t h e Case 

9854 b e i n g r e o p e n e d p u r s u a n t t o t h e p r o v i s i o n s o f 

D i v i s i o n Order No. R-9131-A/R-5353-K, w h i c h o r d e r 

r e c l a s s i f i e d t h e D i a b l o - F u s s e l m a n P o o l i n Chaves 

Coun t y , New M e x i c o , as an a s s o c i a t e d p o o l w i t h 

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

c e t e r a . 

T h i s case i s b e i n g r e o p e n e d t o a l l o w 

i n t e r e s t e d p a r t i e s t o appear and show cause why 

t h e D i a b l o - F u s s e l m a n A s s o c i a t e d P o o l s h o u l d n o t 

be r e c l a s s i f i e d as e i t h e r a gas p o o l o r o i l p o o l . 

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. CARROLL: Yes, Mr. Cat a n a c h . I'm 

E r n e s t C a r r o l l o f t h e A r t e s i a law f i r m o f Losee, 

Carson, Haas & C a r r o l l , and I'm h e r e 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 , and I do have one 

w i t n e s s . 

EXAMINER CATANACH: Ot h e 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 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 Hanson O p e r a t i n g Company, I n c . Hanson 
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i s t h e s u c c e s s o r o p e r a t o r o f c e r t a i n w e l l s i n 

t h i s p o o l t o S t e v e n s O p e r a t i n g C o r p o r a t i o n . 

And we're a p p e a r i n g h e r e t o d a y i n 

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

p r e s e n t e d by Y a t e s and a s k i n g -- j o i n i n g them and 

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

perma n e n t . 

MR. STOVALL: The D i v i s i o n i s n o t 

a p p e a r i n g o r p r e s e n t i n g w i t n e s s e s . 

EXAMINER CATANACH: Thank you. There 

a r e no o t h e r a p p e a r a n c e s ? W i l l you p l e a s e swear 

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

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

Examiner? 

EXAMINER CATANACH: You may. 

DAVID F. BONEAU 

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

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

EXAMINATION 

BY MR. CARROLL: 

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

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

A. My name i s D a v i d F r a n c i s Boneau. 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 f o r 

Y a t e s P e t r o l e u m i n A r t e s i a , New Me x i c o . 
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Q. Mr. Boneau, you have had o c c a s i o n t o 

t e s t i f y on Y a t e s P e t r o l e u m ' s b e h a l f as a 

r e s e r v o i r e n g i n e e r b e f o r e t h i s D i v i s i o n , have you 

n o t ? 

A. Yes, s i r . 

Q. And you've had y o u r c r e d e n t i a l s 

a c c e p t e d ? 

A. Yes, s i r . 

MR. CARROLL: Mr. Ca t a n a c h , I w o u l d 

t e n d e r Mr. Boneau as an e x p e r t i n t h e f i e l d o f 

r e s e r v o i r e n g i n e e r i n g . 

EXAMINER CATANACH: He i s so q u a l i f i e d . 

Q. (BY MR. CARROLL) Mr. Boneau, w o u l d 

y o u , p l e a s e , b r i e f l y s t a t e t h e p u r p o s e o f Y a t e s ' 

appearance t o d a y i n t h i s p a r t i c u l a r cause. 

A. Yes. I ' d l i k e t o make c l e a r what Y a t e s 

i s s e e k i n g : Y a t e s , i n c o n c u r r e n c e w i t h Hanson 

O p e r a t i n g , who i s t h e o t h e r o p e r a t o r i n t h i s 

p o o l , seeks t o have t h e t e m p o r a r y p o o l r u l e s s e t 

o u t i n o r d e r 9131-A made permanent. 

Order 9131-A and t h e r e l a t e d o r d e r , 

5353-K, c l a s s i f i e d t h e D i a b l o - F u s s e l m a n P o o l as 

an a s s o c i a t e d p o o l w i t h 8 0 - a c r e o i l p r o r a t i o n 

u n i t s and 160-acre gas p r o r a t i o n u n i t s . The o i l 

a l l o w a b l e i s 222 b a r r e l s o f o i l p er day w i t h a 
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l i m i t i n g g a s - o i l r a t i o o f 6500. The e f f e c t i v e 

gas a l l o w a b l e i s 1.44 m i l l i o n c u b i c f e e t p e r day 

f o r an 8 0 - a c r e o i l w e l l and t w i c e t h a t , 2.88 

m i l l i o n c u b i c f e e t p e r day, f o r a 160-acre gas 

we 11 . 

Order 9131-A a l s o r e q u i r e s t h a t w e l l s 

be l o c a t e d a t l e a s t 330 f e e t f r o m any 

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

t h a t t h e s e r e q u i r e m e n t s o f o r d e r 9131-A be 

r e t a i n e d on a permanent b a s i s . We're t a l k i n g 

a b o u t t h e a s s o c i a t e d p o o l , t h e 8 0 - a c r e o i l w e l l s , 

t h e 1 6 0 - acre gas w e l l s , t h e GOR o f 6500, t h e o i l 

a l l o w a b l e o f 222 b a r r e l s o f o i l p e r day f o r 80 

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

I ' d l i k e t o c o n t i n u e by s u m m a r i z i n g 

t h a t t h e e v i d e n c e t h a t we're g o i n g t o p r e s e n t , 

F i n d i n g 7 i n Order 9131-A says t h a t , and t h i s i s 

a q u o t e , "The p o o l c o n s i s t s o f an e x c e s s i v e l y 

t h i c k and d i s t i n c t gas cap w i t h no o i l s a t u r a t i o n 

i n a t h i n o i l c o lumn, and f i n a l l y , a v e r y a c t i v e 

w a t e r - d r i v e mechanism u n d e r n e a t h , " end o f q u o t e . 

That i s s t i l l an a c c u r a t e d e s c r i p t i o n 

o f t h e p o o l . Y a t e s d i s c o v e r e d t h e 

D i a b l o - F u s s e l m a n i n 1988, b u t Don S t e v e n s f i r s t 

r e a l i z e d t h a t t h e r e i s an o i l egg i n 1989. S i n c e 
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t h a t t i m e our g o a l has been t o p r o d u c e t h e o i l 

e c o n o m i c a l l y i f p o s s i b l e . To t h a t end, we've 

s o u g h t t o m a i n t a i n t h e p o s i t i o n o f t h e g a s - o i l 

c o n t a c t so t h a t t h e o i l does n o t g e t l o s t i n t o 

t h e gas cap. T h i s p a r t we've done s u c c e s s f u l l y . 

The o t h e r g o a l s we h a v e n ' t met as g r e a t as we'd 

l i k e . But t h i s p a r t we have done s u c c e s s f u l l y . 

Our o t h e r g o a l s were t o r e d u c e t h e 

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

w h e t h e r gas r e i n j e c t i o n a nd/or h o r i z o n t a l w e l l s 

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

Y o u ' l l see t h a t w a t e r c o n i n g has been d e l a y e d a 

l i t t l e b u t n o t r e a l l y s t o p p e d . 

Y o u ' l l a l s o see t h a t gas r e i n j e c t i o n i s 

j u s t p l a i n a bad i d e a t h a t l o s e s l o t s o f money 

s i n c e t h e gas cap i s a l r e a d y so b i g . And you 

a l s o see, I t h i n k , b r i e f l y t h a t h o r i z o n t a l w e l l s 

a r e t o o e x p e n s i v e , t o o r i s k y , and r e a l l y t o o 

l a t e . Thus t h e o p t i o n s have been r e v i e w e d w i t h 

t h e c o n c l u s i o n t h a t no m a j o r i m p r o v e m e n t s a r e 

p o s s i b l e beyond t h e p r e s e n t s i t u a t i o n and t h e 

p r e s e n t r u l e s . 

Q. Mr. Boneau, you have p r e p a r e d c e r t a i n 

e x h i b i t s t o h e l p i l l u s t r a t e t h e i t e m s t h a t you 

have j u s t i n f o r m e d t h e Examiner a b o u t ; i s t h a t 

RODRIGUEZ-VESTAL REPORTING 
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c o r r e c t ? 

A. Yes, I have t h r e e s h o r t e x h i b i t s . 

Q. Would you s t a r t i n g w i t h E x h i b i t No. 1 

i d e n t i f y t h e e x h i b i t f o r t h e r e c o r d and t h e n 

e x p l a i n what t h a t e x h i b i t shows or d e p i c t s ? 

A. E x h i b i t 1 i s a map s h o w i n g t h e w e l l s i n 

t h e D i a b l o - F u s s e l m a n P o o l . The p o o l i s 

s u r r o u n d e d by f a u l t s . A c t u a l l y , t h e r e ' s a f a u l t 

i n t h e n o r t h t h a t s e p a r a t e s t h e P a t h f i n d e r AFT 

No. 6 W e l l and a l s o t h e No. 13 f r o m t h e main p a r t 

o f t h e p o o l . 

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

2 1 . The P a t h f i n d e r No. 9 i s a gas w e l l , and i t 

i s -- has a p r o r a t i o n u n i t t h a t i s t h e s o u t h w e s t 

q u a r t e r o f S e c t i o n 2 1 . The No. 6 gas w e l l i s 

s h u t - i n s i n c e i t i s on t h e same p r o r a t i o n u n i t as 

t h e No. 9. The Y a t e s 1 P a t h f i n d e r 10, 1 1 , and 12 

W e l l s have p r o r a t i o n u n i t s w h i c h a r e lay-d o w n 80s 

up t h e e a s t s i d e o f S e c t i o n 2 1 . 

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

S e c t i o n 28 i n t h e p r o r a t i o n u n i t f o r t h e i r gas 

w e l l number -- McBri d e S t a t e No. 1 i s 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 28. And t h e n t h e r e 

a r e two o i l w e l l s , No. 2 and No. 3, have 

p r o r a t i o n u n i t s w h i c h a r e la y - d o w n 80s i n t h e 
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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 28. 

Q. I s t h e r e a n y t h i n g e l s e t h a t you need t o 

d i s c u s s w i t h t h e Examiner c o n c e r n i n g E x h i b i t 1? 

A. That r e v i e w s h i s memory on where t h o s e 

w e l l s a r e l o c a t e d . 

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

E x h i b i t 2 and i d e n t i f y f o r t h e r e c o r d what t h i s 

e x h i b i t i s and t h e n e x p l a i n t h e s i g n i f i c a n c e . 

A. E x h i b i t No. 2 i s a l i s t i n g o f a l l t h e 

w e l l s i n t h e D i a b l o - F u s s e l m a n P o o l a l o n g w i t h 

t h e i r d e t a i l e d l o c a t i o n , who o p e r a t e s them, t h e i r 

spud d a t e , c o m p l e t i o n d a t e , i n i t i a l p o t e n t i a l , 

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

s t a t u s . I do n o t i n t e n d t o go t h r o u g h a l l t e n o f 

t h e we l i s . 

But t h e d i s c o v e r y w e l l i s No. 4 on t h e 

l i s t , t h e P a t h f i n d e r AFT S t a t e No. 3. I t was 

c o m p l e t e d i n December o f 1988. The Mc B r i d e S t a t e 

No. 1 was t h e f i r s t w e l l i n S e c t i o n 28. I t was 

c o m p l e t e d i n November o f 1989, ab o u t a y e a r 

l a t e r , and i t ' s t h e one t h a t d i s c o v e r e d t h a t 

t h e r e was a s m a l l o i l egg t o t h e p o o l . 

The o t h e r two w e l l s I wanted t o p o i n t 

o u t b r i e f l y were -- No. 5 on t h e l i s t i s t h e 

P a t h f i n d e r AFT No. 6. And i t i s l o c a t e d n o r t h o f 

RODRIGUEZ-VESTAL 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 

18 

19 

20 

2 1 

2 2 

23 

24 

25 

12 

t h e f a u l t t h a t s e p a r a t e s i t f r o m t h e main p o o l . 

And you may n o t e as w e l l , o f f t o t h e r i g h t , i t 

has p r o d u c e d v e r y much w a t e r . So i t ' s p r o d u c e d 

some o i l and a l o t o f w a t e r . I t ' s down-dip 

a c r o s s t h e f a u l t f r o m t h e main p o o l . 

And No. 10 on t h e l i s t i s a n o t h e r 

a t t e m p t up i n t h a t same a r e a , t h e AFT S t a t e No. 

13 t h a t Y a t e s d r i l l e d , w h i c h r e a l l y was d r i l l e d 

i n t o t h e f a u l t and i s now used as a s a l t w a t e r 

d i s p o s a l w e l l . So we're c i r c u l a t i n g a l o t o f 

w a t e r d i s p o s e d i n 13, r e p r o d u c e d i n 6, e t c e t e r a , 

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

t h e main p a r t o f t h e p o o l . 

Q. A n y t h i n g e l s e you'd l i k e t o c a l l t o t h e 

Exa m i n e r ' s a t t e n t i o n w i t h r e s p e c t t o E x h i b i t 2? 

A . No, s i r . 

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

No. 3, t h e n , and i d e n t i f y what i t i s and e x p l a i n 

t h e s i g n i f i c a n c e ? 

A. E x h i b i t No. 3 i s a l i s t i n g o f a l l t h e 

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

D i a b l o - F u s s e l m a n P o o l . The t h i r d page has a p o o l 

t o t a l , w h i c h sums up t h e i n d i v i d u a l w e l l 

p e r f o r m a n c e . 

The c u m u l a t i v e p r o d u c t i o n f r o m t h e p o o l 
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has been about 354,000 b a r r e l s o f o i l , a b o u t 3 

Bcf o f gas, and 1-1/2 m i l l i o n b a r r e l s o f o i l , 

1-1/2 m i l l i o n b a r r e l s o f w a t e r . About h a l f t h a t 

w a t e r has come f r o m t h a t No. 6 w e l l t h a t ' s 

o u t s i d e t h e main r e s e r v o i r . 

Hanson i s now p r o d u c i n g 235 b a r r e l s o f 

o i l a day, ab o u t a m i l l i o n o f gas, and j u s t o v e r 

2500 b a r r e l s o f w a t e r p e r day. Y a t e s ' p r o d u c t i o n 

i s r e l a t i v e l y s i m i l a r , 250 b a r r e l s o f o i l a day, 

4.3 m i l l i o n gas p e r day, and ab o u t 2500 b a r r e l s 

o f w a t e r p er day. 

Q. Do you have any o t h e r i s s u e s t h a t you'd 

l i k e t o b r i n g up w i t h r e s p e c t t o E x h i b i t No. 3, 

Mr. Boneau? 

A. E x h i b i t No. 3, I t h i n k , g i v e s a p r e t t y 

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

numbers I ' v e s t a t e d c o v e r t h a t f a i r l y w e l l i n 

summary. 

Q. A l l r i g h t . Then, Mr. Boneau, w o u l d you 

b r i e f l y t h e n r e v i e w t h e h i s t o r y and summarize how 

t h a t i s a p p l i c a b l e t o and s u p p o r t s Y a t e s 1 

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

d e s i g n a t i o n o f t h i s f i e l d as an a s s o c i a t e d p o o l 

be c o n t i n u e d o r made permanent? 

A. I'm s u r e t h e Examiner r e a l i z e s t h a t 
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t h e r e ' s a h i s t o r y t o t h i s f i e l d , he's been 

somewhat i n v o l v e d i n . I n December o f 1988 t h e 

P a t h f i n d e r No. 3 was d r i l l e d by Y a t e s , t h e 

d i s c o v e r y w e l l . And i t was c o m p l e t e d as a gas 

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

Fusselman R e s e r v o i r . 

The second s i g n i f i c a n t i t e m i s i n 

November o f 1989, S t e v e n s , Don S t e v e n s , d r i l l e d 

t h e M c B r i d e S t a t e No. 1 and p e r f o r a t e d somewhat 

l o w e r and f o u n d t h a t t h e r e was o i l and gas i n 

t h i s p o o l . And t h a t ' s when i t was r e a l i z e d t h a t 

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

zone and an u n d e r l y i n g w a t e r d r i v e . 

I n F e b r u a r y o f 1990 t h e Commission h e l d 

t h e f i r s t h e a r i n g on t h i s p o o l , and a t t h a t t i m e 

Y a t e s and S t e v e n s had v e r y d i f f e r e n t i d e a s o f 

what we s h o u l d do w i t h t h e p o o l . At t h a t t i m e 

Y a t e s asked t h a t t h e a l l o w a b l e be s e t a t 142 

b a r r e l s o f o i l p e r day w i t h a 2,000 GOR, w h i c h 

were t h e s t a n d a r d s t a t e w i d e r u l e s , w h i l e S t e v e n s 

asked f o r 600 b a r r e l s o f o i l p e r day and 10,000 

GOR . 

The r e s u l t i n g o r d e r , 9 1 3 1 , w i t h o u t any 

A on i t , s e t a GOR o f 6500 w i t h 1 6 0 - a c r e s 

s p a c i n g , and t h a t ' s how t h e p o o l was o p e r a t e d f o r 
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a few months. 

Then i n May o f 1990, t h e r e was a second 

h e a r i n g . And a t t h a t t i m e Y a t e s and St e v e n s 

asked f o r t h e same t h i n g b a s i c a l l y , and t h a t was 

8 0 - a c r e s p a c i n g w i t h 222 b a r r e l s o f o i l p e r day 

and a 6500 GOR. And t h e r e q u e s t a l s o i n c l u d e d a 

mechanism whereby a d m i n i s t r a t i v e a p p r o v a l o f 

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

The r e s u l t i n g o r d e r t h e r e , 9131-A, 

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

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

and i t s e t up t h e a s s o c i a t e d p o o l on a t e m p o r a r y 

b a s i s . And I ' v e l i s t e d t h o s e r u l e s , and t h o s e 

a r e t h e r u l e s we're s e e k i n g t o be made 

permanent. 

The case was s c h e d u l e d t o be re o p e n e d 

i n August o f 1991. And t h a t was d e l a y e d by t h e 

d e a t h o f Don S t e v e n s and p o s t p o n e d f o r s i x months 

u n t i l now. So t h a t ' s a b r i e f summary o f how we 

go t t o where we a r e . 

Where I t h i n k we a r e i s I ' d l i k e t o 

r e l a t e t o t h o s e g o a l s t h a t I s e t o u t i n my 

o p e n i n g w o r d s . Our f i r s t g o a l was t o m a i n t a i n 

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

up i n t o t h e gas cap. And we have done 
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c a l c u l a t i o n s on where t h e g a s - o i l c o n t a c t was and 

where i t i s now, and i t has moved l e s s t h a n one 

f o o t . 

So t h e g a s - o i l -- we, by p r o d u c i n g gas 

and o i l t o g e t h e r , we have m a i n t a i n e d t h a t g a s - o i l 

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

same p l a c e . And I ' d s u b m i t t h a t c o n t i n u a t i o n o f 

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

g a s - o i l c o n t a c t . So what we're d o i n g has been 

e f f e c t i v e t h e r e . 

We've had o n l y p a r t i a l s u c c e s s i n 

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

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

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

r a t e s . And t h e second i d e a was t o d r i l l on t h e 

edge o f t h e f i e l d s where t h e r e i s b e t t e r 

p e r m e a b i l i t y and p o r o s i t y i n t h e o i l egg. 

The f i r s t i d e a was a l i t t l e b i t s h o t 

down by Order 9131 w h i c h e n c o u r a g e d h i g h 

p r o d u c t i o n r a t e s . But t h e r e have been -- t h e 

w e l l s d r i l l e d on t h e e a s t s i d e o f t h e f i e l d have 

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

b i g p o r o s i t y zone i n t h e o i l egg r a t h e r t h a n i n 

t h e gas l e g , 

The Hanson M c B r i d e No. 2 has been t h e 
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most s u c c e s s f u l o i l w e l l . I t h i t t h e , what t h e 

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

o f t h e o i l zone. And i t ' s p r o d u c e d 111,000 

b a r r e l s o f o i l . And t h e c u r r e n t r a t e -- 111,000 

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

120 b a r r e l s o f o i l p e r day and 361 b a r r e l s o f 

w a t e r p e r day. So w h i l e q u i t e a l o t o f o i l has 

been p r o d u c e d and c o n i n g has been d e l a y e d , 

o b v i o u s l y now w a t e r i s coming i n t o t h a t w e l l . 

The o t h e r M c B r i d e w e l l , t h e No. 3, and 

t h e Y a t e s ' P a t h f i n d e r s 10, 1 1 , and 12, up t h e 

e a s t s i d e o f t h e f i e l d , have been what I c a l l 

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

f i e l d i n t h e o i l . They've come c l o s e , and 

t h e y ' v e p r o d u c e d some o i l and some w a t e r as shown 

i n t h a t E x h i b i t 3. 

The p o o r e s t Y a t e s ' w e l l has r e a l l y done 

t h e b e s t a t s t o p p i n g t h e c o n i n g o f w a t e r . The 

P a t h f i n d e r No. 12, f r o m t h e numbers t h a t we 

l o o k e d a t , has p r o d u c e d a t a p r e t t y c u r r e n t 

r a t e — a p r e t t y c o n s t a n t r a t e o f 50 t o 70 

b a r r e l s o f o i l p e r day w i t h r e l a t i v e l y l i t t l e 

w a t e r . 

The "cuius" f o r t h e w e l l a r e 24,000 

b a r r e l s o f o i l and 6,000 b a r r e l s o f w a t e r . And 
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t h e c u r r e n t r a t e , t h e r e i s 50 b a r r e l s o f o i l and 

30 b a r r e l s o f w a t e r p e r day. So t h a t w e l l has 

been p r o d u c e d a t r e l a t i v e l y low r a t e s b a s i c a l l y 

because t h a t ' s a l l i t w o u l d p r o d u c e . The w a t e r 

c o n i n g has been d e l a y e d , b u t t h e o i l "cums" a r e 

u n i m p r e s s i v e . So i t w i l l be a s l o w p r o c e s s , b u t 

maybe t h a t -- maybe t h a t i d e a made some sense, 

b u t i t ' s p r e t t y much been passed by by e v e n t s . 

I n t e r m s o f gas r e i n j e c t i o n , Y a t e s 

s p e n t some money w i t h s c i e n t i f i c s o f t w a r e i n 

Denver t o do a t w o - d i m e n s i o n a l computer 

s i m u l a t i o n t o l o o k a t gas r e i n j e c t i o n . And we 

documented v e r y e x t e n s i v e l y t h a t what happens was 

t h a t you d o u b l e d y o u r c o s t by p r o d u c i n g t h i s gas, 

p a y i n g money t o r e i n j e c t i t , e t c e t e r a , and t h e 

o i l i n c r e a s e d o n l y by a b o u t 10 t o 15 p e r c e n t o v e r 

what we're g e t t i n g as i t i s . 

What happens c l e a r l y i s t h a t t h e gas 

cap t h a t ' s t h e r e i s so b i g t h a t t h e r e i n j e c t e d 

gas adds a l m o s t n o t h i n g t o t h e gas d r i v e . 

Anyway, we f e e l t h a t we've l o o k e d a t t h a t i s s u e 

r e a l c l o s e , and i t ' s a c l e a r l o s e r . 

I n May o f 1990, a t t h e second o f t h e 

h e a r i n g s , Don S t e v e n s had p l a n n e d a h o r i z o n t a l 

w e l l and he wanted t o g e t a p p r o v a l o f i t , and he 
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a c t u a l l y g o t a p p r o v a l . And t h e h o r i z o n t a l w e l l 

was d e s i g n e d t o be i n t h e n o r t h w e s t o f S e c t i o n 

28. H i s i d e a was t o d r i l l west o u t o f t h e 

McB r i d e No. 1 w e l l b o r e . 

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

t o be d r i l l e d , b u t he d i d n o t d r i l l i t . And I 

t h i n k he came t o t h e same k i n d o f c o n c l u s i o n as 

Y a t e s . Y a t e s d i d c a l c u l a t i o n s a t t h a t t i m e t h a t 

showed i f we w o u l d d r i l l a h o r i z o n t a l w e l l , we 

c o u l d g e t t w i c e t h e r e s e r v e s b u t t h e w e l l w o u l d 

c o s t a t l e a s t t w i c e as much. We r e a l l y hoped i t 

w o u l d show t h a t t h e c o s t s w o u l d be t w i c e as much 

and we'd g e t f i v e t i m e s t h e r e s e r v e s . T h a t ' s 

what we were r e a l l y l o o k i n g f o r , b u t t h e o i l egg 

i s j u s t n a r r o w enough t h a t i t d i d n ' t l o o k l i k e i t 

w o u l d work. 

So we — a t t h e t i m e we s a t back and 

w a i t e d f o r Mr. S t e v e n s t o d r i l l h i s w e l l . And I 

t h i n k he came t o t h e -- he n e v e r d i d do i t 

because i t was n o t e x c i t i n g t o him e i t h e r . O i l 

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

w e l l a l o n g i n i t s l i f e , and nobody i s g o i n g t o 

d r i l l a h o r i z o n t a l w e l l now. 

So we see t h a t as s o m e t h i n g we r e a l l y 

w o u l d have l i k e d t o have t r i e d o r l i k e t o have 
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been a b l e t o j u s t i f y , b u t t h e c o n d i t i o n s i n t h e 

r e s e r v o i r and t h e economic c o n d i t i o n s j u s t n e v e r 

a l l o w e d i t . I t ' s r e a l l y — i t ' s n o t g o i n g t o 

happen now, so l e t ' s j u s t l e a v e t h e r u l e s l i k e 

t h e y a r e . 

We f e e l we have s p e n t money on s t u d i e s 

and f o u n d t h a t t h e r e a r e no c l e a r w i n n e r s . The 

numbers f o r t h e p o o l a r e -- we t h i n k t h a t t h e r e 

a r e a b o u t 2 m i l l i o n b a r r e l s o f o i l i n p l a c e and 8 

Bcf o r maybe a l i t t l e more o f gas. To d a t e we 

r e c o v e r e d 350,000 b a r r e l s o f o i l and a b o u t 3 Bcf 

of gas. 

My e s t i m a t e s a r e t h e t o t a l r e c o v e r y 

w i l l be 500,000 b a r r e l s o f o i l and w i t h t h e 

chance f o r maybe 600,000 b a r r e l s o f o i l and 6.5, 

or somewhat more, Bcf o f gas. So we're l o o k i n g 

f o r 25 p e r c e n t o r maybe 30 p e r c e n t o f t h e o i l i n 

p l a c e and o v e r 80, 85, 90 p e r c e n t o f t h e gas t o 

be r e c o v e r e d . 

Y a t e s c a n n o t j u s t i f y d r i l l i n g more 

w e l l s i n p r e p a r a t i o n f o r t h i s h e a r i n g . I went 

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

our management, and we're n o t g o i n g t o d r i l l 

any. I'm s u r e t h e Hansons -- I d o n ' t want t o 

speak f o r Hanson. I f e e l s u r e t h e y c a n n o t 
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j u s t i f y d r i l l i n g any more w e l l s . 

The b e s t a p p r o a c h now i s t o c o n t i n u e 

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

I'm h e r e t o ask you t o a l l o w i s t h a t we make t h e 

t e m p o r a r y r u l e s i n 9131-A t o be t h e permanent 

r u l e s . 

Q. Mr. Boneau, t h e r e f o r e i n summation, do 

you f e e l t h a t Y a t e s ' r e q u e s t t o make permanent 

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

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

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

A. Yes, t h a t ' s my f e e l i n g . 

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

move a d m i s s i o n o f Y a t e s ' E x h i b i t 1, 2, and 3. 

And I w o u l d have no f u r t h e r q u e s t i o n s o f Mr. 

Boneau a t t h i s t i m e . 

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

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

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Boneau, t h e o r i g i n a l 9 1 3 1 , what o i l 

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

A. I t r y n o t t o remember a l l t h i s s t u f f . 

I t ' s been a v e r y p a i n f u l e x p e r i e n c e . But my 

memory i s t h a t t h e o i l a l l o w a b l e was 444 b a r r e l s 
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p e r day, t w i c e t h e 222 t h a t ' s s t a n d a r d f o r an 

8 0 - a c r e s p a c i n g . T h a t ' s my memory. I have n o t 

l o o k e d t h a t up i n t h e l a s t day o r t w o , so i t ' s --

n o t r e a l s u r e . But i t was a b i g number l i k e 

t h a t . I t was i n t h e 4-, 5-, 6 0 0 - b a r r e l r a n g e . 

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

e v e n t s t h a t have t a k e n p l a c e i n t e r m s o f o i l 

a l l o w a b l e s and gas a l l o w a b l e s have e f f e c t i v e l y 

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

A. S i n c e you ask, my o p i n i o n c l e a r l y i s 

t h a t 9131 was a m i s t a k e and t h a t e v e n t s have 

shown t h a t what Y a t e s asked f o r a t t h a t h e a r i n g 

w o u l d have been w i s e r t h a n w h a t ' s g r a n t e d . 

T h a t ' s my o p i n i o n . I s u r e d o n ' t want t o r e a r g u e 

a l l t h a t , b u t t h a t i s my o p i n i o n , y e s . 

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

n o t even making a l l o w a b l e , a r e t h e y ? Or a r e 

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

a l l o w a b l e ? 

A. No, t h e r e a r e no w e l l s t h a t can make 

222 b a r r e l s o f o i l per day. 

Q. Do t h e gas w e l l s make t h e i r a l l o w a b l e 

p r e t t y easy? 

A. The Y a t e s ' gas w e l l makes i t s a l l o w a b l e 

p r e t t y easy. The M c B r i d e gas w e l l , o p e r a t e d by 
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Hanson, has a l o t o f w a t e r c o n i n g i n t o i t a l o n g 

w i t h o i l , and i t ' s n o t making anywhere near i t s 

a l l o w a b l e . But t h e P a t h f i n d e r No. 9, w h i c h i s 

t h e Y a t e s ' gas w e l l t h a t i s p r o d u c i n g i n t h a t 

q u a r t e r - q u a r t e r s e c t i o n , i s making i t s a l l o w a b l e 

w i t h e s s e n t i a l l y no w a t e r p r o d u c t i o n . 

Q. Have t h e gas a l l o w a b l e s had a 

d e t r i m e n t a l e f f e c t on u l t i m a t e r e c o v e r y ? 

A. A m i n o r one. I mean, I d o n ' t want t o 

say no, b u t I d o n ' t want t o say t h a t t h e y ' r e a 

b i g p a r t o f t h e p r o b l e m . But most o f t h e p r o b l e m 

i s j u s t t h a t t h e o i l a l l o w a b l e i s s e t t o o h i g h 

and w a t e r was coned i n t o o e a r l y . 

Q. Mr. Boneau, have you made any k i n d o f 

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

j u s t i f i e d i n -- t h e 8 0 - a c r e o i l s p a c i n g i s 

j u s t i f i e d and t h e 160 - a c r e gas s p a c i n g i s 

j u s t i f i e d ? 

A. S u r e l y we have l o o k e d a t t h a t . I d o n ' t 

want t o g e t hung up on w h e t h e r I ' v e done a s t u d y 

on t h a t . But t h e c u r r e n t s p a c i n g i s f i n e because 

i t ' s -- you see f r o m t h e w e l l s on t h e map t h a t 

t h e r e s e r v o i r d o e s n ' t e x i s t on t h e edges, and so 

t h e 8 0 - a c r e s p a c i n g u n i t s on t h e o i l w e l l s a r e 

r e a l l y d r a i n i n g 50, 60 a c r e s and t h e y ' r e d o i n g 
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t h a t f i n e . 

The gas w e l l s a r e r e a l l y d r a i n i n g 100 

a c r e s and t h e y ' r e d o i n g t h a t f i n e . There j u s t 

i s n ' t r e s e r v o i r on t h e edges, and so t h e 

p r o r a t i o n u n i t s c o v e r some n o n p r o d u c t i v e a c r e a g e , 

t h e y j u s t p l a i n do. 

Q. So i t i s s a f e t o say t h a t t h e o i l w e l l s 

a r e e f f e c t i v e l y d r a i n i n g g r e a t e r t h a n 40 a c r e s ; 

i s t h a t s a f e t o say? 

A. Yes, t h e y ' r e d r a i n i n g o i l f r o m t h a t 40 

a c r e s , f r o m t h e 40 a c r e s t h a t t h e y ' r e on, and 

t h a t ' s t h e m a j o r i t y o f t h e o i l i n t h e p o o l . 

T h e y ' r e j u s t d r a i n i n g a l o t o f w a t e r t o o . 

Q. (BY MR. STOVALL) The q u e s t i o n i s , Mr. 

Boneau, a r e t h e y d r a i n i n g more t h a n t h e 40 a c r e s 

t h e y ' r e on? Are t h e y r e a c h i n g o u t a l i t t l e b i t 

i n t o — o t h e r t h a n t h e f a c t t h e r e ' s no o i l o u t on 

t h e edges? 

A. Yes, t h e o i l w e l l s a r e d r a i n i n g t h e o i l 

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

d r a i n e d i f you had two w e l l s on t h a t s p a c i n g 

u n i t , y e s . 

Q. (BY EXAMINER CATANACH) I t ' s y o u r 

o p i n i o n you d o n ' t t h i n k , any more w e l l s a r e g o i n g 

t o be d r i l l e d i n he r e ? 
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A. No. T h a t ' s c l e a r l y my o p i n i o n . I 

t h o u g h t t h a t Y a t e s w o u l d d r i l l a w e l l west o f t h e 

P a t h f i n d e r No. 9. And when we s t a r t e d t h i n k i n g 

a b o u t , t a l k i n g a b o u t t h i s h e a r i n g a b o u t a month 

ago, my o r i g i n a l t h o u g h t was t h a t we were g o i n g 

t o ask f o r some s p e c i a l r u l e s so t h a t we c o u l d 

g e t an o i l w e l l t o t h e west o f No. 9. 

And as I a l l u d e d t o , I went o v e r t h a t 

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

e n g i n e e r s and t o some e x t e n t w i t h management, and 

t h e y were unanimous i n t h a t t h a t was a bad i d e a . 

Boneau's i d e a was l o u s y and n i x e d by t h e r e s t o f 

t h e company. So we can keep t h e r u l e s t h e way 

t h e y a r e . 

Q. (BY MR. STOVALL) What y o u ' r e s a y i n g , 

you d i d n ' t l i k e them t h e n , b u t you d o n ' t want t o 

change them now; i s t h a t what you mean? 

A. No. I c l e a r l y --

Q. (BY MR. STOVALL) Those a r e my words 

n o t y o u r s , Mr. Boneau. 

A. They d o n ' t want t o change them now. 

T h e r e ' s n o t h i n g t o be g a i n e d by c h a n g i n g them 

now. The r e s e r v o i r i s p r o d u c i n g l i k e i t i s . 

T h e r e ' s n o t h i n g b e t t e r t o do w i t h i t . I t ' s a b l e 

t o p r o d u c e t h e way i t i s under t h e p r e s e n t 
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r u l e s . I j u s t d o n ' t see any r e a s o n t o change t h e 

p r e s e n t r u l e s . 

MR. CARROLL: I f i t a i n ' t b r o k e , d o n ' t 

f i x i t . 

EXAMINER CATANACH: T h a t ' s what Dan 

N u t t e r used t o say. 

MR. STOVALL: T h a t ' s good enough 

a u t h o r i t y f o r me. L e t ' s c a l l t h i s one t o a c l o s e 

and move r i g h t a l o n g . 

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

a l l I have. 

MR. CARROLL: T h a t ' s a l l we have, Mr. 

Examiner. 

MR. CARR: Mr. C a t a n a c h , v e r y b r i e f l y , 

Hanson O p e r a t i n g Company, as I i n d i c a t e d e a r l i e r , 

s u p p o r t s Y a t e s i n t h e r e q u e s t t o make t h e s e r u l e s 

p e r manent. We b e l i e v e t h a t t h e e v i d e n c e f r o m t h e 

p r i o r h e a r i n g s , p a r t i c u l a r l y i n August o f 1990, 

c o u p l e d w i t h t h e p r e s e n t a t i o n made by Mr. Boneau 

h e r e t o d a y , g i v e you a sound b a s i s f o r g r a n t i n g 

an o r d e r making t h e r u l e s p e r m a n e n t , and we ask 

you t o do t h a t . 

EXAMINER CATANACH: Thank y o u , Mr. 

Ca r r . 

There b e i n g n o t h i n g f u r t h e r , Case 9854 
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w i l l be taken under advisement. 

[And the proceedings were concluded.] 
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