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1 HEARING EXAMINER: I ' l l c a l l t h e ne x t case, 

2 : ND. 9700 . 
j 

3 MR. STOVALL: A p p l i c a t i o n o f Yates 

4 P e t r o l e u m C o r p o r a t i o n f o r co m p u l s o r y p o o l i n g , Eddy 

5 : CDunty, New Mexico. 

6 ; HEARING EXAMINER: C a l l f o r appearances. 

7 MR. VANDIVER: Mr. Examiner, I'm David 

8 V a n d i v e r o f F i s k & V a n d i v e r , A r t e s i a , New Mexico, 

9 a p p e a r i n g on b e h a l f o f t h e A p p l i c a n t , and I have two 

10 w i t n e s s e s t o be sworn. 

11 HEARING EXAMINER: Are t h e r e any o t h e r 
12 appearances i n t h i s case? 

13 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 and be 

14 sworn a t t h i s t i m e ? 

15 ( W i t n e s s e s sworn.) 

16 MR. VANDIVER: Mr. Examiner, b e f o r e I 

17 p r o c e e d , I ' d l i k e t o p o i n t out t h a t , as o r i g i n a l l y 

18 a d v e r t i s e d , t h e l o c a t i o n f o r t h e proposed w e l l w h i c h 

19 i ? t h e s u b j e c t o f Case 9700 has changed from 660 f e e t 

20 from t h e n o r t h l i n e and 1980 f e e t f r o m t h e west l i n e 

21 o: S e c t i o n 2 i n Township 20 South, Range 24 E a s t , t o 

22 l'.)80 f e e t f r o m t h e n o r t h l i n e , and 1980 f e e t f r o m t h e 

23 west l i n e o f s a i d S e c t i o n 2, and i t w i l l be ne c e s s a r y 

24 t o r e a d v e r t i s e t o r e f l e c t t h e chanqe i n l o c a t i o n . 

25 HEARING EXAMINER: Mr. V a n d i v e r , as I 
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1 u n d e r s t a n d i t , Case No. 9700 w i l l be r e a d v e r t i s e d and 

2 sc h e d u l e d f o r t h e h e a r i n g t h e 1 8 t h of October --

3 MR. VANDIVER: Yes. 

4 HEARING EXAMINER: -- which t h e chanqe i s 

5 1980 f e e t from t h e n o r t h l i n e and 1980 f e e t f r o m t h e 

6 west l i n e ; i s t h a t c o r r e c t ? 

7 MR. VANDIVER: Yes, s i r . 

8 HEARING EXAMINER: And you're ready t o 

9 p r e s e n t t e s t i m o n y today? 

10 MR. VANDIVER: Yes, s i r . 

11 HEARING EXAMINER: I n t h a t case, we w i l l go 

12 a.lead and hear Case No. 9700 , a t which t i m e t h e r e c o r d 

13 w i l l be h e l d open i n t h i s case u n t i l t h e h e a r i n g on 

14 t.ie 1 8 t h , a t which t i m e i t w i l l be c a l l e d , and i f 

15 t h e r e ' s any f u r t h e r t e s t i m o n y , or i f anybody s h o u l d 

16 h.ave o p p o s i t i o n , t h e y s h o u l d do so a t t h a t t i m e . 

17 Mr. Van D i v e r , you may c o n t i n u e . 

18 MR. VANDIVER: Thank you, s i r . 

19 KATHY COLBERT, 

20 t h e w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t sworn upon 

21 her o a t h , was examined and t e s t i f i e d as f o l l o w s : 

22 DIRECT EXAMINATION 

23 BY MR. VANDIVER: 

24 Q. Ms. C o l b e r t , s t a t e your name, your 

25 o c c u p a t i o n , and by whom you're employed, p l e a s e , 
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1 ma'am. 

2 A. My name i s Kathy C o l b e r t . I'm employed by 

3 Yates P e t r o l e u m C o r p o r a t i o n , A r t e s i a , New Mexico, as a 

4 1andman . 

5 Q. You've p r e v i o u s l y t e s t i f i e d on numerous 

6 o c c a s i o n s b e f o r e t h e New Mexico O i l C o n s e r v a t i o n 

7 D i v i s i o n and had your q u a l i f i c a t i o n s as a landman 

8 a c c e p t e d , and your q u a l i f i c a t i o n s are a m a t t e r o f 

9 r e c o r d , are t h e y not? 

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

11 ' Q. Are you f a m i l i a r w i t h Yates P e t r o l e u m 

12 C o r p o r a t i o n ' s a p p l i c a t i o n i n Case No. 9700? 

13 A. Yes, I am. 

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

15 w i t h i n t h e s p a c i n g u n i t f o r t h e proposed w e l l w h i c h i s 

16 t i e s u b j e c t o f Case 9700? 

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

18 MR. VANDIVER: Mr. Examiner, I t e n d e r Ms. 

19 C o l b e r t as an e x p e r t . 

20 HEARING EXAMINER: Ms. C o l b e r t i s so 

21 q j a l i f i e d . 

22 Q. (BY MR. VANDIVER) Ms. C o l b e r t , what's t h e 

23 purpose of Yates P e t r o l e u m C o r p o r a t i o n ' s a p p l i c a t i o n 

24 i:i Case 9700? 

25 A. I n Case 9700, Yates P e t r o l e u m C o r p o r a t i o n 
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i 
] 

1 i s seeking an order to compulsory pool a l l m i n e r a l 

2 i i t e r e s t s from the surface to the base of the Morrow 

3 formation underlying the north half of Section 2 , \ 
i 

4 Township 20 South, Ranae 24 East, to form a 391.04- j 
i I 

5 a :re gas spacing u n i t to i n c l u d e any and a l l j 

6 formations developed on a 320-acre spacing, and on the ! 

7 northwest q u a r t e r of said Section 2 to form a 159.64- j 
! 

8 a :re spacing u n i t f o r a l l formations developed on 
! 

9 l'SO-acre spacing. j 

10 The l e n g t h of our proposed w e l l i s 1980 | 

11 f =et from the n o r t h l i n e , 1980 f e e t from the west j 

12 1Lne . 
! 

13 Q. Ms. Colbert, if I could refer you to what's \ 

i 
14 been marked f o r i d e n t i f i c a t i o n as A p p l i c a n t ' s E x h i b i t 

j 

15 No. 1 and ask you to o r i e n t the examiner w i t h regard j 
j 

16 to the proposed l o c a t i o n . j 
17 A. E x h i b i t No. 1 i s a land p l a t showing the | 

18 proposed l o c a t i o n o u t l i n e d i n red of Section 2, 

19 Township 20 South, Range 24 East, Eddy County. 

20 Q. Does i t show the l o c a t i o n on t h a t e x h i b i t ? j 

21 A. Yes. The l o c a t i o n i s shown as 1980 from j 

22 the n o r t h , 1980 from the west. 

23 Q. Now, i f I could r e f e r you to A p p l i c a n t ' s 

24 E < h i b i t No. 2 and ask you to describe what's contained 

25 i i t h a t e x h i b i t . 
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1 A. E x h i b i t No. 2 are copies of v a r i o u s w r i t t e n 

2 correspondence t h a t we have had w i t h the workinq 
i 

3 i i t e r e s t owners under t h i s n o r t h h a l f of 2 f o r the 

4 1ast s i x months . 

5 Q. Now, i f I could ask you to b r i e f l y , 

6 beginning w i t h the f i r s t l e t t e r at the back of the 

7 e x h i b i t , to describe b r i e f l y what t h a t correspondence 

8 r e f l e c t s . 

9 A. Yes. The f i r s t w r i t t e n correspondence i s 

10 dated May 2, 1989. This i s where we f o r m a l l y proposed 

11 t i e d r i l l i n g of the w e l l t o the working i n t e r e s t 

12 owners, f u r n i s h e d them w i t h not only copies of AFE's 

13 but also o p e r a t i n g agreements. 

14 Q. I f you could c o n t i n u e , the next l e t t e r , May 

15 1:5? 

16 A. May 15 i s simply a f o l l o w - u p l e t t e r where 

17 we p o i n t out t h a t we were s t i l l ready t o d r i l l t h i s 

18 w e l l . Our g e o l o g i s t had spoken w i t h s e v e r a l of the 

19 working i n t e r e s t owners, as I also had. We were 

20 simply t r y i n g t o l e t them know, i f they needed t o t a l k i 

21 anymore, t h a t we were ready to discuss the w e l l . ! 
i 

22 Q. And then the subsequent l e t t e r s of May 25, 

23 June 13? j 

24 A. Again, correspondence to the working | 

25 i n t e r e s t owners where we t r i e d t o keep them updated on 
i 
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1 t i e w e l l , and also l e t t i n g them know i f they d i d not 

2 d e s i r e to spend t h e i r money and p a r t i c i p a t e i n the 

3 a c t u a l d r i l l i n g of the w e l l , t h a t we would be w i l l i n g 

4 t ) take a farmout. 

5 Q. What's the basis of the farmout you 

6 p coposed? 

7 A. We d i d propose t h a t , should they decide to 

8 farm out, we d i d propose t h a t we would d e l i v e r a 75 

9 net revenue lease. A f t e r payout of the w e l l , they 

10 could convert t h a t o v e r r i d e to a qu a r t e r working 

11 i i t e r e s t . 

12 Q. Now, i f you could b r i e f l y go through the 

13 o :her l e t t e r s . 

14 A. The other l e t t e r s f o l l o w our e f f o r t s d u r i n g 

15 the summer to t r y and work w i t h the working i n t e r e s t 

16 owners to e i t h e r j o i n and d r i l l the w e l l w i t h us or 

17 farm out. We had many conversations w i t h them also 

18 through the telephone where p a r t of them i n d i c a t e d 

19 t h e i r d e s i r e t h a t they don't know t h a t they want t o 

20 spend t h e i r money t h i s year, maybe i n a few years. 

21 Because of d r i l l i n g i n the area, you w i l l n o t i c e some 

22 on" these l e t t e r s d u r i n g the summer r e f e r to a l o c a t i o n 

23 change . 

24 We had asked the people t o agree to 

25 c i a n g i n g the l o c a t i o n from the 660 n o r t h to the 1980 
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1 n o r t h . Simply due to the other d r i l l i n g i n the area, 

2 w? f e l t i t might have a b e t t e r shot. 
i 

3 While they d i d not have o p p o s i t i o n to t h i s , 

4 I could not get them to a c t u a l l y agree to i t i n 

5 ; w r i t i n g . 

6 Q. Several of these working i n t e r e s t owners 

7 have subsequently agreed t o p a r t i c i p a t e i n a Yates 

8 proposed w e l l , have they not? 

9 A. That's c o r r e c t . At t h i s p o i n t we only have 

10 three p a r t i e s who have not agreed to p a r t i c i p a t e i n 

11 some form. 

12 Q. And who are they? 

13 A. Those are Tom R. Cone, Kenneth Cone, and 

14 Cathie Cone Auvenshine. 

15 Q. This a p p l i c a t i o n has been pending since 

16 June of 1989, has i t not? Why have you continued i t 

17 u n t i l t h i s day? 

18 A. We continued i t i n an e f f o r t to work 

19 something out w i t h these p a r t i e s . We are h e a v i l y 

20 i n v o l v e d w i t h them i n the area. We know from past 

21 experiences, when i t a c t u a l l y comes down t o i t , we 

22 come to the Commission and t r y to fo r c e p o o l . They 

23 w i l l sign papers at t h i s p o i n t . We were t r y i n g t o 

24 avoid an unnecessary t r i p and work something out to 

25 agree w i t h a l l p a r t i e s . 
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I 

1 Q. I f the a p p l i c a t i o n , or i f Yate's | 

2 a p p l i c a t i o n i n t h i s case i s gr a n t e d , and an order f o r 

3 forced pooling is entered, would Yates still be \ 

4 w i l l i n g to n e g o t i a t e w i t h the p a r t i e s who have not 

5 a n e e d t o p a r t i c i p a t e ? 

6 A. Yes, we would. ! 

7 Q. And the correspondence r e f l e c t e d i n E x h i b i t j 

8 2 i s not only the w r i t t e n communication; you've had a j 
i 

9 number of telephone conversations w i t h the other ' 

10 working i n t e r e s t owners; i s t h a t c o r r e c t ? ! 

11 A. That's correct, and even some actual \ 
I 

12 meetings d u r i n g t h i s summer. j 

13 Q. Now, i f I could r e f e r you to -- f i r s t , i f I 

14 could ask you, I b e l i e v e your requests t o have the j 

15 working i n t e r e s t owners j o i n i n t h i s case have been j 
j 

16 reasonable? i 

17 : A. Oh, yes. 

18 Q. I f I could r e f e r you to A p p l i c a n t ' s E x h i b i t 

19 No. 3, and ask you to i d e n t i f y t h a t and describe what 

20 i l : i s , please. 

21 A. E x h i b i t No. 3 i s an Operating Agreement on 

22 the standard A.A.P.L. Form 610-1977. This agreement 

23 designates Yates Petroleum C o r p o r a t i o n as Operator. 

24 Q. I f I could r e f e r you to E x h i b i t A to t h i s 

25 Operating Agreement, does t h a t set out the p a r t i e s ' 
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1 i n t e r e s t s i n t h i s w e l l ? 

2 A . Ye s, i t doe s . 

3 Q. On E x h i b i t A-l? And what percentage of the 

4 p a r t i e s have at t h i s p o i n t not agreed to p a r t i c i p a t e ? 

5 A. A l i t t l e over 7-1/2 percent have not agreed 

6 to p a r t i c i p a t e . 

7 Q. Those p a r t i e s who have agreed to 

8 p a r t i c i p a t e have signed t h i s o p e r a t i n g agreement? 

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

10 Q. Now, i f I could r e f e r you to E x h i b i t C, the 

11 : Accounting Procedure form, and on page 3 of t h a t 

12 e < h i b i t , ask you what the proposed overhead rates are, 

13 a:id how you a r r i v e d at those f i g u r e s . 

14 A. The proposed r a t e s are $5,400 f o r a 

15 d r i l l i n g r a t e , $540 f o r a producing w e l l r a t e . This 

16 w e l l i s 9600 f e e t deep. This i s w i t h i n the g u i d e l i n e s 

17 o: COPAS, i n c l u d i n g the Ernst & Whinney study f o r a 

18 w e l l of t h i s depth. 

19 Q. Do you have other w e l l s i n the area i n 

20 which you have had nonoperators agree t o the same 

21 overhead rates? 

22 A. Yes, we have. 

23 Q. Now, i f I could r e f e r you to -- anything 

24 ei.se w i t h regard t o E x h i b i t 3? 

25 A. No. 

CUMBRE COURT REPORTING 
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1 Q. Now, i f I could r e f e r you t o A p p l i c a n t ' s 

2 E x h i b i t 4 and ask you to describe what t h a t i s , 

3 please. 

4 A. E x h i b i t 4 i s Yates Petroleum Corporation's 

5 A i t h o r i t y For Expenditure f o r the proposed Catclaw AGM 

6 Srate Com No. 1 We l l . This i s the AFE t h a t was 

7 presented t o the working i n t e r e s t owners. 

8 Q. What does i t i n d i c a t e as p r e d i c t e d cost of 

9 a dry hole and completion? 

10 A. Estimated cost f o r d r i l l i n g the dry hole i s 

11 $324,600. A c t u a l estimated completion c o s t , $668,400. 

12 Q. The nonoperators who have agreed t o 

13 p a r t i c i p a t e have signed t h i s AFE; i s t h a t c o r r e c t ? 

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

15 Q. Have you d r i l l e d other w e l l s i n the area 

16 w i t h s i m i l a r p r o j e c t e d costs? 

17 A. Yes, we have. 

18 Q. Which w e l l s are those? 

19 A. The C a c t i , which i s l o c a t e d i n the south 

20 h a l f of 2, i s the nearest w e l l . I t also was a Morrow 

21 w e l l . 

22 Q. How do the costs r e f l e c t e d on t h i s 

23 A u t h o r i t y For Expenditure compare w i t h the costs of 

24 d r i l l i n g the C a c t i w e l l ? 

25 A. They are comparable. This AFE was prepared 
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1 a f t e r the other Morrow w e l l s i n the area were d r i l l e d . 

2 Q. I n your o p i n i o n , are these reasonable w e l l 

3 costs r e f l e c t e d on t h i s AFE? 

4 A. They seem to be, yes, s i r . 

5 Q. Now, i f I could r e f e r you to A p p l i c a n t ' s 

6 E < h i b i t s 5, 6, 7, and 8, and ask you to describe what 

7 those are, please. 

8 i A. E x h i b i t s 5, 6, 7, and 8 are the A f f i d a v i t s 

9 of M a i l i n g , n o t i f y i n g a l l the working i n t e r e s t owners 

10 o: the proceedings i n t h i s f o r c e d p o o l i n g area. 

11 Q. And E x h i b i t s 6 and 8, i n accordance w i t h 

12 the State Land O f f i c e r u l e s , f u r t h e r gives n o t i c e to 

13 the Commissioner of Pub l i c Lands? 

14 A. That's c o r r e c t , E x h i b i t 6. 

15 Q. Were E x h i b i t s 1 through 4 prepared by you 

16 o:: under your d i r e c t i o n and su p e r v i s i o n ? 

17 A. Yes, they were. 

18 MR. VANDIVER: Mr. Examiner, I would move 

19 admission of A p p l i c a n t ' s E x h i b i t Nos. 1 through 8 at 

20 t h i s t i m e . 

21 HEARING EXAMINER: E x h i b i t s 1 through 8 

22 w:.ll be admitted i n t o evidence. 

23 DIRECT EXAMINATION 

24 HEARING EXAMINER: 

25 Q. Ms. C o l b e r t , I ' d l i k e to r e f e r to the 
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1 E x h i b i t A - l i n E x h i b i t No. 3. You s a i d 7-1/2 p e r c e n t 

2 oc a p p r o x i m a t e l y 7-1/2 p e r c e n t o f t h e owners have not 

3 j o i n e d y e t ? 

4 A. Yes. 

5 Q. Those b e i n g C l i f f o r d Cone? 

6 A. No, s i r . Tom Cone, Kenneth Cone, C a t h i e 

7 Cone Auvenshine a r e t h e t h r e e p a r t i e s t h a t have not 

8 s igned . 

9 Q. When I l o o k a t t h i s e x h i b i t , I show t h a t 

10 ; each o f them have 7.985 acr e s a p i e c e i n t h e 

11 p a r t i c i p a t i n g area? 

12 A. C o r r e c t . 

13 Q. Does t h a t same p e r c e n t a g e o f t h e acreage 

14 t ' l a t c o v e r s t h e 320-acre p r o r a t i o n u n i t a l s o r e f l e c t 

15 o:i t h e 160-acre p r o r a t i o n u n i t ? 

16 A. Only i f you p o o l t h e n o r t h h a l f f i r s t , as 

17 t i i s o p e r a t i n g agreement does, t o d r i l l down t h r o u g h 

18 t i e Morrow. I t would be t h e same on a 160. You j u s t 

19 would n ot show t h a t i t was on 319.04 a c r e s . 

20 Q. So t h e i r p e r c e n t a g e i s t h e same --

21 A. Yes. 

22 Q. -- c o v e r i n g b o t h ? 

23 A. Yes. 

24 Q. So each of t h e i r i n t e r e s t s i s u n d i v i d e d i n 

25 t h e s o u t h h a l f and a l s o u n d i v i d e d i n t h e n o r t h -- I'm 
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1 s o r r y -- the n o r t h h a l f as i n the northwest q u a r t e r ; 

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

3 A. They have an i n t e r e s t , i f y o u ' l l look on 

4 E s h i b i t 1, the land p l a t --

5 Q. Okay. 

6 A. Their group owns t h a t E 2781 lease, which 

7 has 80 acres i n the n o r t h h a l f , being approximately a 

8 qaart e r of the w e l l . 

9 When you cut i t down t o a 160, they have 40 

10 i n i t , which s t i l l approximates t o a qua r t e r of a 

11 w e l l . 

12 Q. Also, i n your overhead charge request, you 

13 requested $5,400 d r i l l i n g and $540 producing. Have 

14 t i e other p a r t i e s t h a t j o i n e d agreed to these overhead 

15 charges? 

16 A. Yes they have. 

17 Q. Have these overhead charges also been 

18 c a r r i e d out on the other w e l l s d r i l l e d t o the Morrow 

19 f o r m a t i o n i n t h i s area? 

20 A. Yes they have, not only i n 20 24, but up i n 

21 1) 24. These are our standard charges f o r a w e l l of 

22 t h i s depth. 

23 Q. And these charges have also been r e f l e c t e d 

24 i : i other compulsory p o o l i n g orders issued from these 

25 hearings? 
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1 A. I would b e l i e v e t h a t on t h e C a c t i , you 

2 ki o w , we came t o you and had a h e a r i n g on t h e C a c t i 

3 w i i c h was c a n c e l l e d because t h e Cones d i d s i g n a f t e r 

4 t i e h e a r i n g . But I b e l i e v e i t was t h e same o p e r a t i n g 

5 agreement p r e s e n t e d . 

6 HEARING EXAMINER: Are t h e r e any o t h e r 

7 q u e s t i o n s o f Ms. C o l b e r t ? I f n o t , she may be 

8 e (cused . 

9 Mr. Va n d i v e r ? 

10 MR. VANDIVER: One o t h e r . 

11 RAY BECK, 

12 t h e w i t n e s s h e r e i n , h a v i n g been f i r s t d u l y sworn upon 

13 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 : 

14 DIRECT EXAMINATION 

15 BY MR. VanDIVER: 

16 Q. Mr. Beck, you p r e v i o u s l y t e s t i f i e d i n Case 

17 Ni). 977 0 and had your q u a l i f i c a t i o n s accepted? 

18 A. T h i s i s t r u e . 

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

20 C o r p o r a t i o n ' s a p p l i c a t i o n i n Case No. 9700? 

21 A. Y e s , I am. 

22 Q. Have you made a s t u d y of t h e a v a i l a b l e 

23 g e o l o g i c a l d a t a w i t h r e g a r d t o t h i s proposed w e l l ? 

24 A. Yes, I have. 

25 MR. VanDIVER: Mr. Examiner, I t e n d e r Mr. 
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1 ; Beck as an e x p e r t p e t r o l e u m g e o l o g i s t . 

2 : HEARING EXAMINER: Mr. Beck i s so 

3 i q u a l i f i e d . 

4 Q. (BY MR. VANDIVER) Mr. Beck, do you have an 

5 o p i n i o n as t o 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 

6 proposed Yates P e t r o l e u m C o r p o r a t i o n C a tclaw AGM No. 1 

7 w e l l ? 

8 A. Yes, I do. 

9 Q. What's your o p i n i o n ? 

10 A. I t ' s my o p i n i o n t h a t t h e r i s k p e n a l t i e s 

11 : would be 200 p e r c e n t ; t h a t i s , a l l c o s t s p l u s 200 

12 p e r c e n t p e n a l t y . 

13 Q. Wi t h r e g a r d t o t h e r i s k o f e i t h e r d r i l l i n g 

14 a d r y h o l e or a w e l l t h a t w i l l not be economic i n t h e 

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

16 t h e w e l l , how do you assess t h e r i s k o f t h a t 

17 e v e n t u a l i t y ? 

18 A. W e l l , t h e s t u d y made, i f you're d r i l l i n g a 

19 Morrow w e l l , w hich t h i s w e l l i s a Morrow w e l l , i t 

20 would be a 1 i n 4 chance or 25 p e r c e n t of t h e w e l l s i n 

21 t h e area have been h i s t o r i c a l l y s u c c e s s f u l i n t h e 

22 Morrow. 

23 Q. What i s t h e b a s i s f o r your o p i n i o n ? 

24 A. W e l l , on E x h i b i t No. 9, t h e r e are -- t h i s 

25 i;B a p r o d u c t i o n map o f an area of 12 s e c t i o n s 
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1 surrounding the l o c a t i o n of the proposed Yates Catclaw 

2 Well f o r the n o r t h h a l f of 2 of 20 South, 24 East. 

3 The l a r g e , c i r c l e d w e l l spots on t h i s 

4 e x h i b i t are Morrow p e n e t r a t i o n s , and where c o l o r e d i n 

5 red are Morrow completions. The legend below e x p l a i n s 

6 ozher c o l o r e d w e l l spots. 

7 The p r o d u c t i o n diagram showing cumulative 

8 p r o d u c t i o n and recent average d a i l y p r o d u c t i o n are 

9 next t o the Morrow-Atoka completions. 

10 The proposed Catclaw AGM State i s a Morrow 

11 t e s t w e l l . The 12 surrounding s e c t i o n s , t h e r e have 

12 been 12 Morrow p e n e t r a t i o n s , of which only t h r e e we 

13 b e l i e v e w i l l pay out as economic Morrow w e l l s of 

14 v a r y i n g q u a l i t y . 

15 F i r s t i s the Conoco Dee State No. 1 i n 

16 Section 36 of 19 24, which has produced over 3.83 

17 Mcf. 

18 Next i s the Yates Oakason No. 3 i n Section 

19 31 of 19 South, 24 East, which has a long payout, but 

20 we b e l i e v e i t w i l l pay out as a Morrow w e l l . We see 

21 i - : produce almost 300 m i l l i o n cubic f e e t a day. 

22 Last i s the Yates Conoco Well i n Section 11 

23 of 20 South, 24 East, which i s a very recent 

24 completion w i t h l i t t l e h i s t o r y , but we b e l i e v e i t w i l l 

25 \ pay out as an economic Morrow w e l l . 
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1 The remaining nine Morrow p e n e t r a t i o n s read 

2 as dry holes and are noneconomica1 i n the 

3 M orrow-Atoka. 

4 Then as f o r d r i l l i n g Morrow w e l l s , 3 of 12, 

5 or 25 perc e n t , have been s u c c e s s f u l , which c o n s t i t u t e s 

6 a high r i s k . There's also a high r i s k a ssociated w i t h 

7 r e c e n t l y s o f t gas p r i c e s . Yates r e c e n t l y shut down 

8 aLl d i s c r e t i o n a r y Morrow gas p r o d u c t i o n because the 

9 p r i c e went down t o $1.00 and $1.26 per Mcf. 

10 Regarding uphole shallower p r o d u c t i o n , 

11 t i e r e are two Wolfcamp w e l l s which produce from 

12 d i f f e r e n t Wolfcamp w e l l s . One i s an i s o l a t e d o i l w e l l 

13 i i Section 36 of 19 South, 24 East, which made almost 

14 47,000 b a r r e l s of o i l and has not been found again i n 

15 the s i x surrounding w e l l s . 

16 Another Wolfcamp w e l l i n the northwest, 

17 Section 1, 20 South, 24 East, i s an i s o l a t e d gas w e l l 

18 which has only produced 230 m i l l i o n cubic f e e t of 

19 gas. The r e f o r e , the chances of f i n d i n g economic 

20 Wolfcamp p r o d u c t i o n i s remote or high r i s k . 

21 Other uphole shallower p r o d u c t i o n i s from 

22 the Canyon Dolomite, shown as green w e l l spots on the 

23 e x h i b i t . This i s newer p r o d u c t i o n of o i l , sewer gas, 

24 and high water p r o d u c t i o n . Examples of these w e l l s i s 

25 shown by two w e l l s on e i t h e r side of the proposed 
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1 1ocat ion . 

2 F i r s t i s the Yates Cholla i n the nor t h e a s t 

3 southeast of Section 3, 20 South, 24 East, which has 

4 l a t e l y produced 25 b a r r e l s of o i l per day, plus 960 

5 Mcf of sewer gas per day, plus 238 b a r r e l s of water 

6 per day. 

7 On the other side i s the recompleted Yates 

8 Foster Well i n the northwest northwest of Section 1, 

9 2D South, 24 East, which has r e c e n t l y produced 63 

10 b a r r e l s of o i l per day, plus 471 Mcf of sewer gas per 

11 day, plus 1,875 b a r r e l s of water per day. 

12 Also please note the Conoco Debbie Well i n 

13 t i e northeast of the southeast of Section 11, 20 

14 South, 24 East, which only produced 5,496 b a r r e l s of 

15 o i l from the Canyon Dolomite before being plugged and 

16 abandoned. I n a d d i t i o n , the Yates C a c t i Well 

17 o f f s e t t i n g the proposed l o c a t i o n t o the south i s one 

18 o: the poorer l o o k i n g logs i n the canyon i n the area. 

19 I t should also be mentioned t h a t the Canyon 

20 Dolomite p r o d u c t i o n i s very high i n lease o p e r a t i n g 

21 expense due to high e l e c t r i c i t y cost and o p e r a t i n g 

22 downhole pumps, changing out pumps, and d i s p o s i n g of 

23 very high volumes of produced water. 

24 In a d d i t i o n , the sewer gas has a 16 to 20 

25 percent shrinkage i n volume because of the sweetening 
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1 , process p r i o r to sa l e s . T h e r e f o r e , the uphole canyon 

2 snallow p r o d u c t i o n has high r i s k due to u n c e r t a i n t y of 

3 r e s e r v o i r q u a l i t y and also due to very high lease 

4 o p e r a t i n g expense. 

5 , That's a l l I have to say about t h i s 

6 j e s h i b i t . 

7 Q. And based upon the i n f o r m a t i o n t h a t you 

8 [ have reviewed, you're recommending the -- i f t h i s 

9 a p p l i c a t i o n i s approved, the i m p o s i t i o n of the maximum 

10 p e n a l t y allowed under our s t a t u t e ? 

11 A. That i s t r u e . 

12 Q. Mr. Beck, was E x h i b i t 9 prepared by you or 

13 under your d i r e c t i o n and su p e r v i s i o n ? 

14 A. This was prepared by me. 

15 Q. In your o p i n i o n , would the g r a n t i n g of 

16 Y.ates ' a p p l i c a t i o n i n t h i s case be i n the i n t e r e s t s of 

17 c o n s e r v a t i o n , the p r e v e n t i o n of waste, and the 

18 ; p r o t e c t i o n of c o r r e l a t i v e r i g h t s ? 

19 A. I b e l i e v e i t w i l l . 

20 MR. VANDIVER: Mr. Examiner, I would move 

21 the admission of A p p l i c a n t ' s No. 9, and I have no 

22 f u r t h e r questions of t h i s w i t n e s s . 

23 HEARING EXAMINER: E x h i b i t No. 9 w i l l be 

24 admitted i n t o evidence at t h i s t i m e . 

25 Are there any questions of the witness? I f 
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not , Mr. Beck may be excused. 

Does anybody have a n y t h i n g f u r t h e r i n Case 

ND. 9700 at t h i s time? This case w i l l be l e f t open 

pending the Examiner's Hearing scheduled f o r October 

1 3 , 1989 . 

I f t h e r e ' s n o t h i n g f u r t h e r i n t h i s 

p a r t i c u l a r case, w e ' l l c a r r y on. 
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