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

c a l l Case 10460. 

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

Petroleum C o r p o r a t i o n f o r d i r e c t i o n a l d r i l l i n g i n 

a nonstandard o i l p r o r a t i o n u n i t , Eddy and Lea 

C o u n t i e s , New Mexico. 

EXAMINER CATANACH: Are t h e r e 

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

MR. CARROLL: Yes, Mr. Examiner. I'm 

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

Carson, Haas & C a r r o l l . And I'm here today 

r e p r e s e n t i n g Y a t e s Petroleum C o r p o r a t i o n , and I 

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

EXAMINER CATANACH: Okay. 

MR. CARROLL: Mr. Examiner, I would 

s u g g e s t , and I would make a motion, t h a t f o r 

purposes of t a k i n g e v i d e n c e , t h a t C ases 10460 and 

10461 be c o n s o l i d a t e d . 

By way of e x p l a n a t i o n , and I w i l l put 

on e v i d e n c e a s to the n e c e s s i t y and why, Y a t e s 

has proposed t h e s e two l o c a t i o n s as 

a l t e r n a t i v e s . We do not, a t l e a s t a t t h i s time, 

i n t e n d to d r i l l both w e l l s . But we have not made 

up our mind as to which one of the two we wis h to 

d r i l l . 
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One i s c o n s i d e r a b l y more e x p e n s i v e and 

r i s k i e r because i n s t e a d of a d i r e c t i o n a l h o l e to 

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

ups the c o s t . And the on l y r e a s o n t h a t we're 

d r i l l i n g a d i r e c t i o n a l h o l e i s to s a l v a g e or save 

a farmout t h a t i s going to run out a t the end of 

the month. 

So I t h i n k f o r purposes of e x p e d i t i n g 

today's h e a r i n g and to p r o t e c t the c o r r e l a t i v e 

r i g h t s of ot h e r a p p l i c a n t s here and prevent 

w a s t i n g the time of the Commission, we would move 

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

EXAMINER CATANACH: Okay. We'll go 

ahead and do t h a t . We'll c o n s o l i d a t e and go 

ahead and c a l l Case 10461 a t t h i s p o i n t . 

MR. STOVALL: A l s o the a p p l i c a t i o n of 

Y a t e s Petroleum C o r p o r a t i o n f o r d i r e c t i o n a l 

d r i l l i n g and a nonstandard o i l p r o r a t i o n u n i t , 

Eddy and Lea C o u n t i e s , New Mexico. 

EXAMINER CATANACH: Any other 

a d d i t i o n a l appearances i n t h i s c a s e ? 

Okay. W i l l the w i t n e s s e s , p l e a s e , 

s t a n d and be sworn i n . 

MR. CARROLL: I have t h r e e w i t n e s s e s . 

I don't know, I may have misspoken. 
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[The w i t n e s s e s were d u l y s w o r n . ] 

ROBERT H. BULLOCK 

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 name and 

a d d r e s s ? 

A. My name i s R o b e r t B u l l o c k , and my 

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

Q. Mr. B u l l o c k , by whom a r e you employed? 

A. Y a t e s P e t r o l e u m . 

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

A. As a landman. 

Q. Mr. B u l l o c k , have you had o c c a s i o n t o 

t e s t i f y as a p e t r o l e u m landman b e f o r e t h e O i l 

C o n s e r v a t i o n D i v i s i o n ? 

A. Yes, I have. 

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

p e t r o l e u m landman a c c e p t e d ? 

A. Yes. 

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

t e n d e r Mr. B u l l o c k as an e x p e r t i n t h e f i e l d o f 

p e t r o l e u m l a n d management. 

EXAMINER CATANACH: Mr. B u l l o c k i s so 

RODRIGUEZ-VESTAL REPORTING 
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q u a l i f i e d . 

Q. (BY MR. CARROLL) Mr. B u l l o c k , b e f o r e 

we t u r n to your e x h i b i t s , would you p l e a s e 

b r i e f l y s t a t e f o r the Examiner the purpose i n 

Y a t e s making the two a p p l i c a t i o n s t h a t a r e now 

b e f o r e the Examiner? 

A. Y a t e s i s s e e k i n g a p p r o v a l to 

d i r e c t i o n a l l y d r i l l the B o n n e v i l l e AKK No. 2 and 

the B o n n e v i l l e AKK No. 3. And the l o c a t i o n f o r 

those two w e l l s i s S e c t i o n 19 of 21 South, 32 

E a s t , Lea County. 

Q. That would be the bottom-hole l o c a t i o n ? 

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

Q. Okay. Why i s i t n e c e s s a r y to d r i l l two 

d e v i a t e d or to d r i l l d e v i a t e d h o l e s w i t h r e s p e c t 

to S e c t i o n 19? 

A. Y a t e s sought a p p r o v a l to d r i l l v e r t i c a l 

h o l e s i n S e c t i o n 19, and the a p p r o v a l was denied 

because of potash r e a s o n s . 

Q. Mr. B u l l o c k , Y a t e s 1 r i g h t to d r i l l 

w i t h i n the e n t i r e south h a l f of S e c t i o n 19 i s 

governed by a farmout agreement; i s t h a t c o r r e c t ? 

A. Yes, t h a t i s c o r r e c t . 

Q. Would you d e s c r i b e f o r the Examiner the 

terms of t h a t farmout agreement so t h a t he can 

RODRIGUEZ-VESTAL REPORTING 
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un d e r s t a n d the time frame and problems t h a t Y a t e s 

Petroleum i s e x p e r i e n c i n g ? 

A. We n e g o t i a t e d a farmout agreement w i t h 

B o n n e v i l l e F u e l s i n Jan u a r y of 1992. I t c a l l e d 

f o r the spudding of a Delaware t e s t on or be f o r e 

March 3, 1992, a t a l e g a l l o c a t i o n i n S e c t i o n 

19. The farmout agreement covered the e n t i r e 

s outh h a l f . 

Y a t e s was g r a n t e d one e x t e n s i o n on 

t h i s , and t h a t e x t e n s i o n i s to A p r i l 30 of 1992. 

So we're under a c o n t r a c t u a l o b l i g a t i o n to spud a 

w e l l on t h e s e l a n d s p r i o r to A p r i l 30 of 1992. 

Q. A f t e r the i n i t i a l -- and l e t me ask you 

t h i s q u e s t i o n . I a p o l o g i z e . S e c t i o n 19 i s 

f e d e r a l a c r e a g e , i s i t not? 

A. Yes, i t i s . 

Q. So an a p p l i c a t i o n f o r a permit to d r i l l 

has to be approved by the BLM; i s t h a t c o r r e c t ? 

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

Q. Now, a f t e r the o r i g i n a l v e r t i c a l h o l e 

a p p l i c a t i o n s were d i s a p p r o v e d i n S e c t i o n 19, d i d 

you seek an a d d i t i o n a l e x t e n s i o n of the A p r i l 

30th farmout d e a d l i n e from B o n n e v i l l e F u e l s ? 

A. Y e s . We sought a d d i t i o n a l time to g i v e 

us time to t r y to work some t h i n g s out here, and 

R O D R I G U E Z - V E S T A L R E P O R T I N G 
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t h a t r e q u e s t was denied by B o n n e v i l l e . They were 

i n s i s t e n t t h a t we spud the w e l l on or b e f o r e 

A p r i l 30th w i t h no f u r t h e r e x t e n s i o n s . 

Q. Now, w i t h r e s p e c t to both of the 

a p p l i c a t i o n s , the s u r f a c e l o c a t i o n i s the same; 

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

A. T h a t ' s c o r r e c t . The s u r f a c e l o c a t i o n 

i s , i n each c a s e , i s 200 f e e t from the e a s t l i n e , 

660 from the south l i n e i n S e c t i o n 24 of 21-31, 

which Y a t e s i s the o p e r a t o r of t h a t l e a s e . 

Q. Y a t e s Petroleum has j u s t r e c e n t l y 

completed s e v e r a l Wolf w e l l s t h a t a r e l o c a t e d not 

only i n the e a s t h a l f of S e c t i o n 24 but a l s o the 

e a s t h a l f of S e c t i o n 25; i s t h a t c o r r e c t ? 

A. Yes, t h a t i s c o r r e c t . 

Q. And those w e l l l o c a t i o n s were approved 

by the BLM? 

A. Yes. 

Q. And a p p a r e n t l y d i d not cause any 

o b j e c t i o n to be g i v e n from the potash companies; 

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

A. Yes. 

Q. Now, at the p r e s e n t time you have 

pending the d e v i a t e d - h o l e a p p l i c a t i o n s f o r t h e s e 

two w e l l s , as you've j u s t p r e v i o u s l y d e s c r i b e d , 

RODRIGUEZ-VESTAL REPORTING 
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A. That i s c o r r e c t . 

Q. Have you had any i n d i c a t i o n whether or 

not those APDs w i l l be approved or d i s a p p r o v e d ? 

A. Not as of t h i s date, we do not. 

Q. T h e r e f o r e , the two a p p l i c a t i o n s t h a t 

you now have b e f o r e the OCD a r e or w i l l be and 

Y a t e s Petroleum u n d e r s t a n d s they w i l l be s u b j e c t 

to the g r a n t i n g of APDs by the BLM? 

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

Q. A l l r i g h t . Mr. B u l l o c k , why don't we 

t u r n to your E x h i b i t 1, which i s comprised of 

a c t u a l l y two pages, which a r e nominated E x h i b i t 1 

and E x h i b i t l-A. Would you d e s c r i b e or i d e n t i f y 

them f o r the r e c o r d and then d e s c r i b e what i s 

d e p i c t e d ? 

A. These a r e the lan d p l a t s showing the 

o i l and gas o p e r a t o r s i n the p e r t i n e n t s e c t i o n s . 

And we have a l s o d e p i c t e d on t h i s the s u r f a c e 

l o c a t i o n of E x h i b i t 1 and l-A, the s u r f a c e 

l o c a t i o n s of our two w e l l s and, a d d i t i o n a l l y , the 

bottom-hole l o c a t i o n s of each w e l l . 

Q. A l l r i g h t . Now, w i t h r e s p e c t to the 

g i v i n g of n o t i c e of t h i s h e a r i n g , w i t h r e s p e c t to 

the s o u t h h a l f of S e c t i o n 19, Y a t e s Petroleum has 
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the o p e r a t o r r i g h t s p u r s u a n t to the farmout 

agreement t h a t you e a r l i e r d e s c r i b e d ; i s t h a t 

c o r r e c t ? 

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

Q. The n o r t h h a l f of S e c t i o n 19 i s Texaco; 

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

A. Yes. 

Q. The e a s t h a l f of S e c t i o n 24 i s Y a t e s 

Petroleum due to a farmout from the Diane R. Wolf 

and the d r i l l i n g of the Wolf w e l l s ; i s t h a t 

c o r r e c t ? 

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

Q. And w i t h r e s p e c t to the e a s t h a l f of 

S e c t i o n 25, l i k e w i s e , Y a t e s Petroleum i s the 

o p e r a t o r due to the d r i l l i n g farmout and d r i l l i n g 

of s e v e r a l Wolf w e l l s , which though they a r e not 

d e p i c t e d on E x h i b i t 1 and l-A, they w i l l be shown 

i n the g e o l o g i c a l e x h i b i t s ? 

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

Q. And then a l l , or a t l e a s t a l l of the 

p e r t i n e n t p a r t of S e c t i o n 30 i s h e l d by Texaco; 

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

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

Q. A l l r i g h t . I s t h e r e a n y t h i n g e l s e t h a t 

you w i s h to d i s c u s s w i t h r e s p e c t to E x h i b i t s 1 
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and l-A, Mr. B u l l o c k ? 

A. No. 

Q. E x h i b i t 2, would you d e s c r i b e what t h a t 

E x h i b i t 2 and 2-A -- and I might f o r j u s t r e c o r d 

p u rposes, Mr. Examiner, we combined our e x h i b i t s 

because we a n t i c i p a t e d the c o n s o l i d a t i o n of the 

c a s e s . The E x h i b i t 1 d e a l s w i t h the B o n n e v i l l e 

AKK F e d e r a l No. 3, which i s Case No. 10460. 

E x h i b i t l-A would be the B o n n e v i l l e AKK F e d e r a l 

No. 2, which i s Case No. 10461. 

I f y o u ' l l t u r n then a g a i n to our 

E x h i b i t No. 2 and 2-A, would you d e s c r i b e what 

they a r e ? 

A. Okay. E x h i b i t 2 i s Y a t e s 1 APD on the 

B o n n e v i l l e AKK F e d e r a l No. 3. I t shows, i n 

a d d i t i o n to the a p p l i c a t i o n to d r i l l , a l s o i s 

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

p l a t to the B o n n e v i l l e AKK F e d e r a l No. 3. 

E x h i b i t 2-A i s the same t h i n g w i t h 

r e g a r d to the B o n n e v i l l e AKK F e d e r a l No. 2, the 

APD, and the a c r e a g e d e d i c a t i o n p l a t f o r t h a t 

we 11 . 

Q. Now, E x h i b i t s 2 and 2-A a r e the most 

r e c e n t a p p l i c a t i o n s or APDs submitted to the 

Bureau of Land Management, which you j u s t 
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t e s t i f i e d t o , t h a t you have had no response back 

as to whether or not they w i l l be approved or 

d i s a p p r o v e d , to which the Commission's g r a n t i n g 

the r i g h t to d r i l l a d i r e c t i o n a l h o l e w i l l be 

s u b j e c t t o ; i s t h a t c o r r e c t ? 

A. T h a t ' s c o r r e c t . At t h i s date we do not 

have a p p r o v a l . 

Q. A l l r i g h t . I f you would t u r n to 

E x h i b i t 9, which i s the f i n a l e x h i b i t i n our 

package of e x h i b i t s , what i s E x h i b i t 9? 

A. E x h i b i t 9 i s a C e r t i f i c a t e of M a i l i n g 

i n compliance w i t h Rule 1207. And we have 

su b m i t t e d the a p p l i c a t i o n s f o r t h e s e d e v i a t e d 

h o l e s to the S t a t e Land O f f i c e , the Bureau of 

Land Management, and to Texaco, I n c . , c e r t i f i e d 

mai 1. 

Q. With r e s p e c t to the r u l e s of the OCD, 

Y a t e s Petroleum was r e q u i r e d to send n o t i c e to 

a l l o f f s e t o p e r a t o r s . And the only o t h e r o f f s e t 

o p e r a t o r o t h e r than Y a t e s Petroleum was Texaco, 

I n c . ? 

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

Q. And t h e i r n o t i c e was s e n t to them? 

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

Q. Have you r e c e i v e d any n o t i f i c a t i o n from 
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Texaco t h a t they oppose t h i s o b j e c t i o n --

A. No. 

Q. -- I mean t h e s e a p p l i c a t i o n s i n any 

manner? 

A. No, I have not. 

MR. CARROLL: Mr. Examiner, I would 

move f o r a d m i s s i o n of Y a t e s Petroleum's E x h i b i t s 

1, l-A, 2, 2-A, and E x h i b i t 9. 

EXAMINER CATANACH: E x h i b i t s 1, l-A, 2, 

2-A and E x h i b i t 9 w i l l be admitted as ev i d e n c e i n 

t h i s c a s e . 

MR. CARROLL: Mr. Examiner, I have no 

f u r t h e r q u e s t i o n s of Mr. B u l l o c k a t t h i s time. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. B u l l o c k , do you a n t i c i p a t e any 

problems w i t h BLM approving your APDs? 

A. I t ' s a p o s s i b i l i t y . 

Q. Do you know of any problems a t t h i s 

p o i n t . 

A. Not a t t h i s p o i n t , I don't. 

Q. Okay. Y a t e s has run i n t o the s i t u a t i o n 

b e f o r e where you've had to d r i l l d i r e c t i o n a l l y 

because of po t a s h . Hasn't BLM gone along w i t h 

g e n e r a l l y your p r o p o s a l i n those c a s e s ? 
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A. Yes. 

Q. I s t h e r e any p r o b l e m a t a l l w i t h 

d r i l l i n g f r o m t h e s u r f a c e l o c a t i o n i n S e c t i o n 24? 

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

l o c a t i o n . We're on t h e e a s t edge o f t h e Wolf 7 

pad. And t o o u r knowledge t h a t i s t h e o n l y 

s u r f a c e l o c a t i o n we can ac c e s s i n S e c t i o n 24. 

Q. Due t o what? 

A. Due t o t h e p o t a s h . 

Q. So you b e l i e v e t h a t you w i l l be a b l e t o 

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

A. Yes, t h e y have i n d i c a t e d t h e y w i l l 

a l l o w us t o do t h a t . 

Q. "They" b e i n g BLM? 

A. "They" b e i n g New Mexico P o t a s h 

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

EXAMINER CATANACH: I see. I b e l i e v e 

t h a t ' s a l l we have. The w i t n e s s may be ex c u s e d . 

BRENT MAY 

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 name and 

a d d r e s s f o r t h e r e c o r d , s i r ? 
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A. Brent May, A r t e s i a , New Mexico. 

Q. What i s your o c c u p a t i o n ? 

A. I'm a g e o l o g i s t w i t h Y a t e s Petroleum i n 

A r t e s i a . 

Q. Mr. May, have you had an o c c a s i o n to 

t e s t i f y as a g e o l o g i s t b e f o r e the O i l 

C o n s e r v a t i o n D i v i s i o n p r i o r to t h i s time? 

A. Yes, I have. 

Q. Have you had your c r e d e n t i a l s as a 

petroleum g e o l o g i s t a c c e p t e d by the D i v i s i o n ? 

A. Yes, I have. 

MR. CARROLL: Mr. Catanach, I tender 

Mr. May as an e x p e r t i n the f i e l d of petroleum 

geology. 

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

Q. (BY MR. CARROLL) Mr. May, you a r e 

f a m i l i a r w i t h the two a p p l i c a t i o n s t h a t a r e now 

bei n g c o n s i d e r e d by the Examiner which d e a l w i t h 

the B o n n e v i l l e AKK F e d e r a l Well No. 3 and the 

B o n n e v i l l e AKK F e d e r a l Well No. 2? 

A. Y e s . 

Q. And you have performed c e r t a i n 

g e o l o g i c a l s t u d i e s w i t h r e s p e c t to those two 

proposed w e l l s , have you not? 

A. Yes, I have. 
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Q. Mr. May, you have prepared c e r t a i n 

e x h i b i t s for presentation i n c l u d i n g E x h i b i t No. 

3; i s that c o r r e c t ? 

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

Q. And E x h i b i t 3 i s b a s i c a l l y a summary of 

what you intend to t e s t i f y to; i s that c o r r e c t ? 

A. Yes. I t ' s b a s i c a l l y a b r i e f 

d e s c r i p t i o n of the geologic f i g u r e s I'm going to 

present. They c o n s i s t of two v e r t i c a l s e c t i o n 

diagrams showing proposed k i c k o f f points and the 

p o s i t i o n of marker 126, s t r a t i g r a p h i c 

c r o s s - s e c t i o n showing the producing zone, a 

s t r u c t u r e map showing the dip of a s h e l l marker 

j u s t above the main pay zone, and a net porosity 

map showing the extent of the net pay r e s e r v o i r . 

Q. I f you would, then, why don't you 

expl a i n to the Commission, as you understand i t 

from a ge o l o g i c a l standpoint, what Yates 

Petroleum i s seeking. And i f you w i l l , as you go 

through your d i s c u s s i o n , as you turn to each 

e x h i b i t , i f you would, please, so advise me as 

you get to them and we so that we can properly 

i d e n t i f y i t i n the record? 

A. Okay. I'd l i k e to go to E x h i b i t No. 

4. E x h i b i t No. 4 i s two v e r t i c a l s e c t i o n 
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diagrams, one f o r the B o n n e v i l l e AKK F e d e r a l No. 

2, and one f o r the B o n n e v i l l e AKK F e d e r a l No. 3. 

They show the p r o j e c t e d angle a t which the 

bo r e h o l e w i l l be d e v i a t e d . The main purpose f o r 

t h e s e diagrams i s to show the r e l a t i o n s h i p 

between the k i c k o f f p o i n t s and marker 126. 

Order R - l l l - P s t a t e s t h a t a w e l l b o r e 

may be d e v i a t e d a f t e r c o m p l e t e l y p e n e t r a t i n g 

marker 126. K i c k o f f p o i n t of w e l l b o r e d e v i a t i o n 

s t a r t s a t a.depth of 2800 f e e t f o r the B o n n e v i l l e 

No. 2 and 3200 f e e t f o r the B o n n e v i l l e No. 3, 

w e l l below marker 126, which the BLM, which i s 

the R o s w e l l o f f i c e t h a t I c o n t a c t e d , has 

determined to be a t a depth of 1900 f e e t . 

T h i s l e a v e s us a minimum of 900 f e e t 

f o r the No. 3 and 1300 f e e t f o r the No. 2. So we 

sho u l d be w e l l below marker 126 be f o r e we s t a r t 

d e v i a t i n g our h o l e s . 

I ' d now l i k e to go to E x h i b i t No. 5. 

MR. STOVALL: B i g s h e e t No. 5. 

A. T h i s i s a c r o s s - s e c t i o n -- excuse me. 

Go ahead. 

MR. STOVALL: No. Go ahead. 

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

I t ' s a s o u t h - n o r t h c r o s s - s e c t i o n . The 
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c r o s s - s e c t i o n i s hung on the top of a s h e l l 

marker t h a t ' s c o n s i s t e n t throughout the a r e a . 

C o r r e l a t i o n s of the C h e r r y Canyon and Brushy 

Canyon f o r m a t i o n s a r e shown along w i t h p e r f o r a t e d 

i n t e r v a l s t h a t a r e open a t t h i s time i n t h e s e 

w e l i s . 

The main pay pay zone i s c o l o r e d orange 

along w i t h t h r e e secondary pay zones. I ' d l i k e 

to p o i n t out, too, t h a t I have I P s a t the bottom 

of each w e l l and t h a t the Wolf 7 was j u s t 

r e c e n t l y completed f o r an I P , i f I can f i n d 

t h a t . I t was completed b e f o r e we — completed 

a f t e r we c o n s t r u c t e d t h i s e x h i b i t . 

I t I P ' d f o r 131 b a r r e l s of o i l per day, 

68,000 c u b i c f e e t of gas per day, and 321 b a r r e l s 

of water per day. And t h a t was l a s t week. As of 

Tuesday of t h i s week, the 3 1 s t of March, i t was 

p r o d u c i n g 242 b a r r e l s of o i l per day, p l u s 91,000 

c u b i c f e e t of gas, and 239 b a r r e l s of water per 

day . 

The primary o b j e c t i v e of the proposed 

w e l l i s to t e s t the b a s a l C h e r r y Canyon sands and 

the hydrocarbon r e s e r v e s of the e n t i r e south h a l f 

of S e c t i o n 19. Y a t e s has a c q u i r e d t h i s l e a s e 

through a farmout agreement, which e x p i r e s A p r i l 
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30, 1992, which was s t a t e d b e f o r e . Consequently, 

i f a w e l l i s not spudded b e f o r e t h a t date, Y a t e s 

w i l l l o s e a l l r i g h t s to the l e a s e . 

Y a t e s i s w i l l i n g to d r i l l a p o s s i b l y 

uneconomic or m a r g i n a l l y - e c o n o m i c d e v i a t e d w e l l 

to p r e s e r v e r i g h t s to the hydrocarbon p o t e n t i a l 

on a l l of the l e a s e . 

Now, I ' d l i k e to go to E x h i b i t No. 6. 

E x h i b i t 6 i s a s t r u c t u r e map, a t the top of the 

C h e r r y Canyon s h e l l marker as a datum. I t shows 

e a s t to s o u t h e a s t dip i n the North L i v i n g s t o n 

Ridge a r e a . 

I ' d l i k e to p o i n t out the Wolf 7 i s i n 

the s o u t h e a s t - s o u t h e a s t of S e c t i o n 24, and the 

Wolf 5 i s i n the s o u t h e a s t of the n o r t h e a s t of 

25, and the Wolf No. 4 i s i n the n o r t h e a s t of the 

s o u t h e a s t of 25. L o c a t i o n s c i r c l e d i n green a r e 

the bottom-hole l o c a t i o n s . And the s u r f a c e 

l o c a t i o n i s 130 f e e t e a s t of the Wolf 7, which i s 

i n S e c t i o n 24 of 21 South, 31 E a s t . 

I ' d l i k e to p o i n t out, too, t h a t our 

t a r g e t zones, which w i l l be a p p r o x i m a t e l y 

v e r t i c a l depth of 7,000, 7,100 f e e t s h o u l d be 

c l o s e to the c e n t e r of each of those 40s t h a t 

those bottom-hole l o c a t i o n s w i l l be l o c a t e d i n . 
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Proposed l o c a t i o n s on most of the south 

h a l f of 19 a r e s i t u a t e d up-dip or o n - s t r i k e w i t h 

the e s t a b l i s h e d p r o d u c t i o n i n the L i v i n g s t o n 

r i d g e and l o s s tank p o o l s ; t h u s , the o i l - w a t e r 

c o n t a c t s h o u l d not be encountered i n the south 

h a l f of S e c t i o n 19. 

I ' d l i k e to go to E x h i b i t 7, I guess i t 

i s , n e x t . T h i s i s a net p o r o s i t y map t h a t shows 

the l i m i t s of what I c a l l the main -- oh, I'm 

s o r r y . 

MR. STOVALL: L e t ' s s t o p . Off the 

r e c o r d . 

[A d i s c u s s i o n was h e l d o f f the r e c o r d . ] 

EXAMINER CATANACH: You may proceed. 

THE WITNESS: The net p o r o s i t y map 

shows the l i m i t s of what I c a l l the main pay 

r e s e r v o i r . The map i s an i s o p a c h of d e n s i t y 

p o r o s i t y of 15 p e r c e n t or g r e a t e r i n t h i c k n e s s of 

f e e t . Our e x p e r i e n c e has i n d i c a t e d t h a t v e r t i c a l 

w e l l s w i t h p o r o s i t i e s of 15 p e r c e n t or g r e a t e r 

w i l l produce commercial amounts of o i l from t h i s 

zone. 

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

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

c h a n n e l s f e e d i n g a submarine fan system. The 
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g e n e r a l n o r t h - s o u t h t r e n d i n g c h a n n e l s t h a t c a r r y 

sand throughout the system a r e r e p r e s e n t e d on the 

map. 

T h i s map i n d i c a t e s t h a t the south h a l f 

of S e c t i o n 19 s h o u l d have s u f f i c i e n t amount of 

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

four most w e s t e r l y w e l l s and p o s s i b l y a l s o i n the 

two l o c a t i o n s t h a t w i l l be on the e a s t s i d e of 

the l e a s e . 

T h a t ' s a l l the e x h i b i t s I have, but I ' d 

l i k e to make a l i t t l e summary sta t e m e n t . I n 

summary, two d e v i a t e d b o r e h o l e s have been 

proposed. The t e s t along w i t h most of the south 

h a l f of S e c t i o n 19 s h o u l d encounter the main pay 

zone and s e v e r a l secondary pay zones. 

The pay zone s h o u l d be up-dip of or 

o n - s t r i k e w i t h producing w e l l s , and the t h i c k n e s s 

and q u a l i t y of r e s e r v o i r encountered s h o u l d be 

s u f f i c i e n t to produce economic v e r t i c a l w e l l s . 

The Delaware w e l l s of t h i s a r e a have a p o t e n t i a l 

c u m u l a t i v e p r o d u c t i o n of 125,000 b a r r e l s of o i l 

per wel1. 

Y a t e s ' r e s e r v o i r e n g i n e e r s computed the 

r a t e of r e t u r n f o r v e r t i c a l and d e v i a t e d w e l l s i n 

t h i s a r e a . A v e r t i c a l w e l l s h o u l d b r i n g a r a t e 
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of r e t u r n on the o r i g i n a l investment of 85 

percent. A deviated w e l l to a d i r e c t o f f s e t has 

a r a t e of return of 20 percent. And a deviated 

w e l l to a diagonal o f f s e t has a rate of return of 

zero. 

Yates does not expect to produce a good 

economic deviated w e l l . The e x t r a c o s t s of 

d r i l l i n g , completing, and producing a deviated 

w e l l at t h i s depth negates a p o t e n t i a l economic 

gain . 

Yates i s w i l l i n g to d r i l l a deviated 

w e l l to secure long-term r i g h t s to the s a i d lease 

and i t s p o t e n t i a l . By d r i l l i n g one marginally 

economic deviated w e l l , the lease can be saved 

and Yates w i l l have time to negotiate for f i v e 

v e r t i c a l w e l l s that have the p o t e n t i a l to produce 

as much as 625,000 b a r r e l s of o i l . 

Q. (BY MR. CARROLL) Mr. May, i n your 

expert opinion as a petroleum geologist, do you 

f e e l that the granting of these two a p p l i c a t i o n s 

by the O i v i s i o n would be w i t h i n standard 

conservation p r a c t i c e s and would promote the 

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 and the 

prevention of waste? 

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

move a d m i s s i o n o f E x h i b i t s 3, 4, 5, 6, and 7. 

EXAMINER CATANACH: E x h i b i t s 3 t h r o u g h 

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

MR. CARROLL: I have no f u r t h e r 

q u e s t i o n s o f t h i s w i t n e s s a t t h i s t i m e . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Okay. Mr. May, t h e main o b j e c t i v e i s 

t h e C h e r r y Canyon? 

A. The b a s a l C h e r r y Canyon. And t h e n 

t h e r e a r e a few secondary pays i n the base of the 

Ch e r r y Canyon and one secondary pay i n the base 

of the Brushy. 

Q. Your p o r o s i t y map j u s t summarizes t h e 

C h e r r y Canyon? 

A. Yes. I t i s j u s t f o r t h e main -- what I 

c a l l t h e main pay zone on t h e c r o s s - s e c t i o n . I 

d i d n o t make any maps s e p a r a t e l y f o r t h e 

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

t h e r e . 

Q . Okay. G e o l o g i c a l l y what i s t h e b e t t e r 

l o c a t i o n i n S e c t i o n 19? 

A. G e o l o g i c a l l y , as I ' v e g o t shown on my 

map, I ' v e g o t t h e , I b e l i e v e i t ' s t h e No. 2, 
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which i s i n the southwest-southwest of S e c t i o n 19 

as showing i n the t h i c k e r p a r t of the p o r o s i t y 

v e r s u s the No. 3, which i s i n the northwest of 

the southwest. So I ' d have to say g e o l o g i c a l l y 

p r o b ably the No. 2, but I t h i n k t h e y ' r e v e r y 

s i m i l a r . 

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

a l l I have of the w i t n e s s . 

MR. STOVALL: I do have a couple 

quest i o n s . 

EXAMINATION 

BY MR. STOVALL: 

Q. Where would you d r i l l ? Does the 

farmout i n c l u d e the whole south h a l f of 19? 

A. Yes, i t does. 

Q. , What a r e your l i m i t a t i o n s a c t u a l l y as 

f a r as going i n and d r i l l i n g o t h e r w e l l s ? 

A. From what I u n d e r s t a n d we have asked 

f o r l o c a t i o n s on the southwest-southwest, the 

no r t h w e s t - s o u t h w e s t , and were denied both of 

those l o c a t i o n s f o r v e r t i c a l h o l e s . And we have 

put i n a l o c a t i o n f o r v e r t i c a l h o l e on the 

n o r t h e a s t of the southwest. 

And have you heard a n y t h i n g back from 

them? 
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A. No, we haven't. 

MR. CARROLL: Mr. S t o v a l l , i f I might 

ex p l a i n , we were t o t a l l y caught by s u r p r i s e 

because we d r i l l e d the seven Wolf w e l l s that are 

a l l along t h i s s e c t i o n l i n e of 24 and 25 without 

any opposition. 

Section 19 has no potash lease on i t . 

In January, a l l of a sudden we were t o l d , "You're 

not going to d r i l l any more w e l l s . " They 

included and we do not know how much of 

Section 19 i s i n an LMR, plus they asked i t to be 

put up for l e a s e . 

So, you know, I think you might we l l 

understand that we f e e l l i k e we're played games 

with s i n c e there's not even a potash l e a s e , and 

we have no way of even knowing how f a r t h i s LMR 

extends at t h i s point i n time. 

So we had to do -- and I might also 

at t h i s point the only other statement I'd make, 

and I can make i t now, i s that Yates i s in the 

p r o v e r b i a l "between the rock and the hard place" 

p o s i t i o n here. 

We thought we had no problems with 

ge t t i n g our l o c a t i o n s out here. We accepted some 

short-term farmouts. We completed our Wolf 
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w e l l s , which Bonneville Fuels now r e a l i z e s are 

e x c e l l e n t w e l l s , as you can t e l l from t h i s week's 

production from the Wolf 7, which i s where we're 

j u s t d r i l l i n g j u s t a few hundred -- s l i g h t l y over 

a hundred feet off of. 

They have no i n t e r e s t i n allowing us to 

extend that farmout. We must be d r i l l i n g by 

A p r i l 30th or we lose a l l the r i g h t s that we have 

done and the reason we d r i l l e d a l l these w e l l s 

and spent the money to develop t h i s area. And 

so, you know, we are going — and then the potash 

company a c t i o n s have been -- t o t a l l y have taken 

us by s u r p r i s e because we had no idea that they 

would, a f t e r granting w e l l s between the — to the 

west of t h i s i s the a c t u a l New Mexico potash 

mine . 

And we had no idea that they would l e t 

us d r i l l here and object to w e l l s that are on the 

other side of already d r i l l e d w e l l s . So we are 

very much at a l o s s as to why these things are 

taking place. And t h i s was our only response 

that we are quite capable that we could determine 

we could make. 

Hopefully, because we are so clos e to 

the Wolf 7, they can't make a claim that we're 
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going to waste any more potash because we're 

almost i n the same a r e a where we've d r i l l e d a 

w e l l , and we a r e i n hopes they w i l l approve i t . 

But i t does need to be approved v e r y r a p i d l y 

because we have t h a t A p r i l 30th. 

And because of the good s u c c e s s w i t h 

the Wolf 7, we a r e f r a n k l y c o n v i n c e d t h a t 

B o n n e v i l l e w i l l not gr a n t us any more 

e x t e n s i o n s . I t ' s not i n t h e i r i n t e r e s t t o . T h i s 

i s an economic game, and we were d e a l t a v e r y 

tough hand. And we expect i t to be p l a y e d out as 

anybody e l s e would. 

So t h a t ' s why i t ' s happened t h i s way. 

T h a t ' s why we're making the a p p l i c a t i o n . And 

t h a t ' s why we're a s k i n g f o r e x p e d i t e d o r d e r s on 

i t . 

MR. STOVALL: I un d e r s t a n d a l l t h a t . 

What I was more concerned w i t h i s i f you d r i l l 

t h i s and h o l d the l e a s e , a r e you going to be a b l e 

to develop t h a t farmout? That would be my 

quest i o n . 

MR. CARROLL: We w i l l g a i n the whole 

19 . 

MR. STOVALL: L e t me stop you here and 

ask i s t h e r e an ongoing d r i l l i n g o b l i g a t i o n ? I 
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don't know i f you can answer i t or i f Mr. B u l l o c k 

has to answer i t . 

MR. BULLOCK: T h e r e ' s an ongoing 

d r i l l i n g o b l i g a t i o n . 120 days between w e l l s . 

MR. STOVALL: And I guess t h a t ' s 

Y a t e s . See, I don't know t h a t i t r e a l l y i s a 

major c o n c e r n to the D i v i s i o n as f a r as t h e s e 

a p p l i c a t i o n s , but o b v i o u s l y i t ' s a concern to 

Y a t e s . 

MR. BULLOCK: S u r e l y . 

MR. STOVALL: How do you meet the next 

w e l l o b l i g a t i o n ? 

MR. MAY: But i t does at l e a s t buy us 

t h a t much time. 

MR. CARROLL: We have p l a n s w i t h 

r e s p e c t to the f e d e r a l i s s u e to pursue t h a t , too, 

Mr. S t o v a l l . I t ' s j u s t --

MR. STOVALL: W e l l , l e t me p o i n t you i n 

another d i r e c t i o n and r e v i e w our 111-P. Who 

c o u l d approve a w e l l i n S e c t i o n 19 i f t h e r e ' s no 

l e s s e e ? 

MR. CARROLL: That i s an i s s u e which we 

a r e — q u i t e f r a n k l y , one of our o p t i o n s i s Y a t e s 

Petroleum to go out and l e a s e t h a t a c r e a g e , and 

we may do t h a t . 
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MR. STOVALL: Okay. But at t h i s time 

t h e r e r e a l l y i s n ' t -- i t would have to be the BLM 

t h a t would approve i t because they a c t u a l l y own 

the mining r i g h t s to the potash? 

MR. CARROLL: T h a t ' s c o r r e c t . And 

t h e r e has been a r e q u e s t to p l a c e t h i s up f o r 

b i d . And we un d e r s t a n d i t w i l l be b i d sometime 

i n l a t e A p r i l , a t l e a s t t h a t was the l a s t word 

t h a t we had, though i t has not been confirmed. 

MR. STOVALL: L e t me ask you another 

q u e s t i o n w i t h r e s p e c t to the t i m i n g on t h i s . 

Assuming t h a t you do get an order t h a t i s 

approved and you say you've got a 30-day d r i l l i n g 

o b l i g a t i o n -- or yeah, I mean you've got the end 

of the month? 

MR. MAY: Yes. 

MR. STOVALL: Given the c i r c u m s t a n c e s 

of t h i s p a r t i c u l a r c a s e , I ' d k i n d of be i n c l i n e d 

to recommend to the Examiner to not have an 

open-ended a p p r o v a l on i t . Any comment on t h a t 

i n terms of p u t t i n g an e x p i r a t i o n date on the 

order a p p r o v a l ? C e r t a i n l y we would want i t to be 

long enough to g i v e you time -- i f you've got 

some o p t i o n s to go forward. 

MR. CARROLL: I would t h i n k my next 
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w i t n e s s , who i s our d r i l l i n g — r e s p o n s i b l e f o r 

the d r i l l i n g e n g i n e e r i n g of t h i s w e l l c o u l d 

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

time frame. I t h i n k e v e r y t h i n g i s moving 

forward, and t h e r e ' s evtends a t t h i s p o i n t i n time. 

So we had to do -- and I might a l s o --

ncerned about 

t h a t . I was t h i n k i n g --

MR. CARROLL: He can t e l l you how long 

i t would t a k e . 

MR. STOVALL: I'm not concerned how 

long i t would ta k e to d r i l l . I'm t a l k i n g about 

as f a r as spudding, i f something happened. 

MR. CARROLL: T h a t ' s what I'm r e f e r r i n g 

to, Mr. S t o v a l l . 

MR. STOVALL: I f you d i d n ' t get i t 

spudded and the d e a l w i t h w h a t c h a m a c a l 1 i t f e l l 

a p a r t . 

MR. MAY: B o n n e v i l l e . 

MR. STOVALL: B o n n e v i l l e , r i g h t . I'm 

j u s t assuming t h a t t h a t whole t h i n g f e l l a p a r t , 

would t h e r e be any u t i l i t y to ha v i n g an 

o u t s t a n d i n g order t h a t would s t i l l permit t h i s 

w e l l or something? 

MR. CARROLL: I t might, Mr. S t o v a l l . 

RODRIGUEZ-VESTAL REPORTING 
f .R n « t 8 « a - i 7 7 o 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

33 

I n f a c t , I w o u l d ask t h a t we n o t have a l i m i t e d 

one j u s t because t h i s i s a c o n t i n u i n g i s s u e . I 

mean i t ' s a c o n t i n u i n g b a t t l e , I suppose, t h a t 

we're a m a s s i n g o r g e a r i n g up f o r r i g h t now. 

MR. STOVALL: Okay. I have n o t h i n g 

f u r t h e r . 

MR. CARROLL: Any o t h e r q u e s t i o n s , Mr. 

Ca t a n a c h , o f t h i s w i t n e s s ? 

EXAMINER CATANACH: No, Mr. C a r r o l l . 

TIM BOSSELLS 

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 name and 

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

A. My name i s Tim B u s s e l l s . I l i v e i n 

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

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. And i n what c a p a c i t y a r e you employed 

by Y a t e s P e t r o l e u m ? 

A. I am an a s s i s t a n t d r i l l i n g 

s u p e r i n t e n d e n t . 

Q. How l o n g have you been i n v o l v e d w i t h 
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the d r i l l i n g department of Y a t e s Petroleum 

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

A. I ' v e been i n i t f o r ten y e a r s . 

Q. Mr. B u s s e l l s , you have not had an 

o c c a s i o n to t e s t i f y b e f o r e the D i v i s i o n p r i o r to 

t h i s day, have you? 

A. I have not had o c c a s i o n . 

Q. B r i e f l y , Mr. B u s s e l l s , as I un d e r s t a n d 

i t , you a r e not a degreed e n g i n e e r , though you do 

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

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

Q. And f o r the l a s t t e n y e a r s you have 

been working w i t h i n the d r i l l i n g department and 

have been t r a i n e d w i t h i n the Y a t e s Petroleum 

d r i l l i n g department w i t h r e s p e c t to the d u t i e s 

t h a t you now hold ? 

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

Q. Would you d e s c r i b e f o r Mr. Catanach 

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

you have w i t h Y a t e s Petroleum and have had f o r 

the l a s t t e n y e a r s ? 

A. My d u t i e s a r e to p l a n and ex e c u t e the 

d r i l l i n g of s t r a i g h t and d i r e c t i o n a l w e l l s . 

Q. Mr. B u s s e l l s , have you had o c c a s i o n , 

b e s i d e s in-house t r a i n i n g , to a t t e n d o t h e r 
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schools and, I guess, seminars w i t h r e s p e c t t o 

the d r i l l i n g of s t r a i g h t and d i r e c t i o n a l h o l e s 

w i t h i n s o u t h e a s t e r n New Mexico? 

A- Yes. 

Q. And, Mr. B u s s e l l s , have you i n f a c t 

designed and s u p e r v i s e d the a c t u a l d r i l l i n g of 

bot h s t r a i g h t and d i r e c t i o n a l holes i n 

s o u t h e a s t e r n New Mexico p r i o r t o t h i s date? 

A. Yes, I have. 

Q. Mr. B u s s e l l s , are you f a m i l i a r w i t h the 

two a p p l i c a t i o n s now p r e s e n t l y pending b e f o r e the 

D i v i s i o n ? 

A. I am. 

Q. And have you i n f a c t not p a r t i c i p a t e d 

i n the d e s i g n i n g of the d r i l l i n g procedures f o r 

those two w e l l s ? 

A. Yes, I have. 

MR. CARROLL: Mr. Catanach, I would 

tender Mr. B u s s e l l s as a p r a c t i c a l d r i l l i n g 

e ngineer f o r purposes of g i v i n g t e s t i m o n y b e f o r e 

the D i v i s i o n . 

EXAMINER CATANACH: He i s so 

q u a l i f i e d . 

Q. (BY MR. CARROLL) Mr. B u s s e l l s , l e t ' s 

t u r n now t o your two e x h i b i t s , which are E x h i b i t s 
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8 and 8-A, and i f you would go over those and 

d e s c r i b e the a c t u a l procedure which you have 

determined would be a p p r o p r i a t e f o r d r i l l i n g of 

the two w e l l s . And i f you would i d e n t i f y which 

e x h i b i t you're t a l k i n g about and which w e l l 

b e f o r e you begin w i t h each d i s c u s s i o n . 

A. Okay. E x h i b i t 8 a d d r e s s e s the 

B o n n e v i l l e AKK F e d e r a l No. 3. And i t i s the w e l l 

t h a t would have the longer d i r e c t i o n a l k i c k . I t 

would be a d i a g o n a l o f f s e t r a t h e r than a d i r e c t 

of f s e t . 

The g e n e r a l procedure would be to move 

i n - r i g up our r o t a r y t o o l s , s e t 13-3/8 s u r f a c e 

c a s i n g a t a depth of a p p r o x i m a t e l y 850 f e e t . 

A f t e r we w a i t on cement, w e ' l l go i n the hole 

and d r i l l a s t r a i g h t h o l e to a measured depth of 

3200 -- excuse me, 2800 f e e t on t h i s p a r t i c u l a r 

wel 1. 

At t h a t p o i n t , we w i l l drop a 

m u l t i - s h o t s u r v e y to s u r v e y from 3200 f e e t back 

up to s u r f a c e c a s i n g . From s u r f a c e c a s i n g back 

up to the s u r f a c e of the w e l l w i l l be measured 

w i t h the gyro s u r v e y . A f t e r we've done our 

s u r v e y , then w e ' l l go i n the h o l e w i t h a 

h i gh-speed downhole motor and nonmagnetic d r i l l 
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c o l l a r to s t a r t our k i c k o f f procedure. 

We'll k i c k the w e l l o f f and b u i l d angle 

to 3-1/2 to 4-1/2 degrees from v e r t i c a l . At t h a t 

p o i n t w e ' l l t r i p out of the h o l e , p i c k up an 

a n g l e - b u i l d i n g assembly, c o n t i n u e to b u i l d angle 

u n t i l we a r e a t 25.4 degrees a t a p p r o x i m a t e l y 

4160 f e e t . 

When we have b u i l t our a n g l e , w e ' l l 

t r i p out of the h o l e , p i c k up a h o l d i n g assembly, 

and m a i n t a i n t h a t a n g l e to a t r u e v e r t i c a l depth 

of 4350 f e e t , where we w i l l a g a i n s u r v e y the new 

p o r t i o n of the h o l e t h a t we've d r i l l e d w i t h a 

m u l t i - s h o t s u r v e y and t r i p out of the hole to run 

our 8-5/8-inch c a s i n g . 

C a s i n g w i l l be ran and cemented. The 

d e v i a t e d p a r t s h a l l be c e n t r a l i z e d e v e r y j o i n t of 

c a s i n g back up to the s t r a i g h t p a r t of the h o l e 

to e n s u r e a b e t t e r cement j o b . A f t e r we s e t our 

c a s i n g , n i p p l e up the BOPs and t e s t them and w a i t 

the p r e s c r i b e d WOC time, w e ' l l go i n the h o l e 

w i t h another a n g l e - b u i l d i n g assembly -- excuse 

me, t h i s w i l l be a hold assembly, and m a i n t a i n 

our a n g l e a t 25.4 degrees to a t r u e v e r t i c a l 

depth of 8500 f e e t . And t h a t i s the procedure 

f o r the B o n n e v i l l e No. 3. 
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Q . Now, t h a t i s b a s i c a l l y what you have 

j u s t t e s t i f i e d to as o u t l i n e d on the f i r s t page 

of E x h i b i t 8? 

A. C o r r e c t . 

Q. Now, the second page of E x h i b i t 8, 

would you e x p l a i n what i s t h a t ? 

A. Yes. T h a t ' s a v e r t i c a l s e c t i o n p l a n . 

I t shows you i n r e l a t i v e terms where the w e l l b o r e 

w i l l d e v i a t e a t , how much d i s p l a c e m e n t you w i l l 

e ncounter a t the p o t e n t i a l pay zone of 7,000 

f e e t . I t would be d e v i a t e d 1587 f e e t from 

v e r t i c a l . And a t the p r o j e c t e d t r u e v e r t i c a l 

depth of 8500 f e e t , the w e l l would be d e v i a t e d 

2299 f e e t from v e r t i c a l . 

Q. T h e r e ' s a t h i r d page to t h i s . I s t h a t 

j u s t a c o n t i n u a t i o n , or what i s t h a t ? 

A. T h i s i s the d i r e c t i o n a l w e l l p l a n , a l s o 

i t ' s a c o n t i n u a t i o n . I t summarizes a t d i f f e r e n t 

depths, i f the w e l l goes as planned, what our 

a n g l e s and our r e c t a n g u l a r c o o r d i n a t e s would be. 

Q. A l l r i g h t . Go to your E x h i b i t 8-A 

then. 

A. E x h i b i t 8-A i s much the same t h i n g as I 

have j u s t expounded on, except t h a t i t a d d r e s s e s 

the B o n n e v i l l e AKK F e d e r a l No. 2. D r i l l i n g 
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procedure would be much the same. The only t h i n g 

t h a t would change our k i c k o f f p o i n t on t h i s w e l l 

would be 3200 f e e t ; whereas, we were k i c k i n g o f f 

at 2800 f e e t on the B o n n e v i l l e No. 3 w e l l . The 

p l a n s would a d d r e s s the same i n f o r m a t i o n . 

Q. Okay. The subsequent pages to E x h i b i t 

8-A would p r o v i d e the same i n f o r m a t i o n ? 

A. Would p r o v i d e the same i n f o r m a t i o n i n 

r e s p e c t to the No. 2 w e l l b o r e . 

Q. A l l r i g h t . Mr. B u s s e l l s , i n your 

o p i n i o n , as a p r a c t i c a l d r i l l i n g e n g i n e e r , do you 

f e e l t h a t e i t h e r of t h e s e two proposed w e l l s and 

d r i l l i n g p l a n s as you have d i s c u s s e d , do you f e e l 

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

to the knowledge t h a t i s a v a i l a b l e to any 

o p e r a t o r h a v i n g to d r i l l a w e l l w i t h i n t h i s 

g e n e r a l a r e a ? 

A. Yes, I b e l i e v e they a r e a p p r o p r i a t e 

w e l l p l a n s . 

Q. And t h e y ' r e c o n s i s t e n t w i t h i n d u s t r y 

s t a n d a r d s --

A. Yes, they a r e . 

Q. — t h a t have been e s t a b l i s h e d f o r t h i s 

k i n d of w e l l d r i l l i n g . Mr. B u s s e l l s , w i t h 

r e s p e c t to the p l a n s , as I u n d e r s t a n d i t , Y a t e s 
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Petroleum does intend to begin immediate work as 

soon as they r e c e i v e the a p p l i c a t i o n s , the APDs 

or approval; i s that c o r r e c t ? 

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

Q. With respect to — you have no idea at 

t h i s point i n time as to when those APDs w i l l be 

received by you; i s that c o r r e c t ? 

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

Q. So you do not know and have no idea of 

how much leeway or time you're going to have 

between the granting of the APD and the a c t u a l 

have-to spud date of A p r i l 30th of t h i s year? 

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

Q. So -- and I'm making reference to Mr. 

S t o v a l l ' s question a moment ago — would i t be 

Yates' p r e f e r r e d request or pre f e r r e d p o s i t i o n 

that the a p p l i c a t i o n to d r i l l a deviated hole be 

granted without time l i m i t a t i o n s ? 

A. I be l i e v e i t would. 

Q. A l l r i g h t . Mr. B u s s e l l s , are you aware 

of any problems i n t h i s area that have been 

encountered i n any of the d r i l l i n g -- I take i t 

you've been involved i n the d r i l l i n g of the Wolf 

w e l l s and other w e l l s i n t h i s v i c i n i t y , have you 

not? 
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A. Yes. 

Q. Are you aware of any encountered 

s u b s u r f a c e c o n d i t i o n which would make i t unwise 

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

A. Not d r i l l i n g from the Wolf pad. We 

f e e l we have enough i n f o r m a t i o n and c o n t r o l of 

t h a t a r e a t h a t we can s a f e l y d r i l l a w e l l . 

MR. CARROLL: Mr. Examiner, I would 

move a d m i s s i o n of Mr. B u s s e l l s ' E x h i b i t s 8 and 

8-A. 

EXAMINER CATANACH: E x h i b i t s 8 and 8-A 

w i l l be admitted as e v i d e n c e . 

MR. CARROLL: Mr. Examiner, I have no 

f u r t h e r q u e s t i o n s of t h i s w i t n e s s a t t h i s time. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. B u s s e l l s , Y a t e s has d r i l l e d s e v e r a l 

d e v i a t e d w e l l s i n the p a s t , have they not? 

A. Yes, s i r , we have. We've d r i l l e d f o u r , 

a l l due to potash c o n s t r a i n t s . 

Q. And t h e s e a r e b a s i c a l l y i n l i n e w i t h 

the same p r o c e d u r e s used i n the p r e v i o u s w e l l s ? 

A. Yes, s i r , they a r e . The p r e v i o u s four 

w e l l s were deeper w e l l s and encountered longer 

d i s p l a c e m e n t s , so we f e e l l i k e t h e s e w e l l s w i l l 
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be r e l a t i v e l y l e s s t r o u b l e i n r e l a t i o n to the 

ones we've d r i l l e d . 

EXAMINER CATANACH: Okay. I have no 

f u r t h e r q u e s t i o n s , Mr. C a r r o l l . 

MR. CARROLL: Thank you, Mr. Examiner. 

I have no f u r t h e r w i t n e s s e s or e x h i b i t s to 

p r e s e n t . I would j u s t remind the Examiner a g a i n 

of my e a r l i e r s t a t e m e n t , because of our time 

frame t h a t we would ask t h a t i f you c o u l d , i f you 

would g i v e us e x p e d i t e d c o n s i d e r a t i o n . 

EXAMINER CATANACH: Okay. Mr. C a r r o l l , 

I'm c u r i o u s , d i d you or d i d somebody t e s t i f y t h a t 

t h i s S e c t i o n 19 or the south h a l f of them was i n 

an LMR? 

MR. CARROLL: We have been t o l d -- we 

have been a d v i s e d i n our c o n v e r s a t i o n s w i t h the 

potash companies and the BLM -- because no one 

w i l l t e l l us; t h a t i s s e c r e t i n f o r m a t i o n under 

the p r o c e d u r e s t h a t now s t a n d -- and we have been 

a d v i s e d t h a t i t has been i n c l u d e d i n New Mexico 

Po t a s h C o r p o r a t i o n ' s LMR and t h a t i t was done as 

of J a n u a r y . 

The procedure under R - l l l - P i s t h a t the 

potash companies can r e d e s i g n a t e t h e i r LMRs i n 

January of each y e a r , and a p p a r e n t l y t h a t ' s 
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what's done. A p p a r e n t l y the BLM, or the ones 

t h a t know, when they denied our s t r a i g h t or 

v e r t i c a l h o l e s agreed. And we were t o l d t h a t the 

r e a s o n we were denied those i n S e c t i o n 19 was 

because i t i s now i n an LMR. 

T h a t ' s the o n l y t r u e i n d i c a t i o n . And, 

you know, I t h i n k t h a t s h o u l d be taken as a v a l i d 

one, because i f i t was not i n an LMR, t h e r e would 

have been no grounds to d i s a p p r o v e i t , e s p e c i a l l y 

s i n c e they had j u s t g i v e n us p e r m i s s i o n on a l l of 

the Wolf w e l l s . 

EXAMINER CATANACH: Does R - l l l - P not 

s t i p u l a t e t h a t the a r e a d e s i g n a t e d i n an LMR has 

to be l e a s e d by a potash company? 

MR. CARROLL: I t does not. T h a t ' s one 

of the problems w i t h the — l e t ' s say i t ' s 

ambiguous a t b e s t w i t h r e s p e c t to t h a t i s s u e . 

That i s one of the q u e s t i o n s we have r a i s e d , and 

I t h i n k t h a t i s one of the r e a s o n s New Mexico 

Potash Immediately r e q u e s t e d t h a t t h a t a r e a and 

some o t h e r a r e a s be put up f o r l e a s e . 

And, of c o u r s e , the potash companies 

have always taken the procedure, whatever they do 

g r a n d f a t h e r s back, so they t h i n k t h a t i f they can 

get i t l e a s e d now, t h a t i t w i l l j u s t i f y i t . And 
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t h a t ' s been the r e a s o n i n g t h a t t h e i r c o u n s e l , who 

seems to — Mr. High, who seems to r e p r e s e n t the 

pot a s h companies as a group, t h a t ' s been h i s 

p o s t u r e , both i n c o n v e r s a t i o n s , I t h i n k , b e f o r e 

the O i l D i v i s i o n and p e r s o n a l c o n v e r s a t i o n s I ' v e 

had w i t h him. 

MR. STOVALL: I don't know what 

q u e s t i o n s you've asked, but I ' v e got a couple 

more t h a t have come up. New Mexico Potash 

d e s i g n a t e d the LMR; i s t h a t c o r r e c t ? 

MR. CARROLL: That i s our i n f o r m a t i o n , 

y e s , because t h e i r mine, as we un d e r s t a n d i t , and 

a g a i n we have no -- they don't even g i v e us the 

a c t u a l mine workings. They have i n d i c a t e d t h a t 

i t i s j u s t to the west of our Wolf 7 mine -- I 

mean, Wolf 7 w e l l . 

And, a g a i n , t h a t ' s s u p p o s i t i o n , and 

they've i n d i c a t e d t h a t ' s where i t i s . They've 

taken a map and shown us; they won't l e t us copy 

i t . And i t ' s j u s t based on some of our la n d 

p e o p l e s ' b e s t r e c o l l e c t i o n s on what they were 

b r i e f l y shown. 

But up u n t i l January, and a t l e a s t i n 

the l a t t e r p a r t of l a s t y e a r when they d e c i d e d to 

approve a l l of t h e s e Wolf w e l l s , they had no 
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i n t e n t i o n of i n c l u d i n g t h a t i n an LMR. And t h a t 

was what they e x p r e s s e d to us when they met and 

worked out, because t h e s e were a l l compromised, 

because t h a t ' s a county l i n e . 

And r i g h t out t h e r e , the LMR d i d extend 

i n t o the Wolf 7 a r e a , somewhere i n t h e r e and, 

a g a i n , I don't know. A l l t h e s e w e l l s were 

compromised l o c a t i o n s t h a t they agreed to a l l o w 

us to d r i l l on. And a f t e r t h a t we j u s t assumed 

we would have no f u r t h e r problems going back to 

the e a s t , but then a l l of a sudden we encountered 

i t . 

MR. STOVALL: I f Y a t e s were s u c c e s s f u l 

i n buying the pot a s h l e a s e , i s i t your o p i n i o n , 

Mr. C a r r o l l , t h a t you c o u l d then u n d e s i g n a t e an 

LMR as the l e s s e e ? 

MR. CARROLL: I t h i n k i f we c a n ' t — I 

t h i n k t h a t we can r e q u e s t t h a t New Mexico 

P o t a s h ' s LMR be removed, and we can d e s i g n a t e i t 

as one. But then we can a l s o , because we a r e the 

owner of i t , can agree to d r i l l on i t . So t h a t 

p u t s us i n the d r i v e r ' s s e a t , and t h a t ' s --

e i t h e r way I t h i n k we would be s u c c e s s f u l i n 

g a i n i n g the upper hand. 

MR. STOVALL: I f -- and I'm p l a y i n g a 
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l i t t l e s p e c u l a t i o n w i t h you a g a i n --

MR. CARROLL: I u n d e r s t a n d t h a t . 

MR. STOVALL: -- I'm not s u r e t h a t t h i s 

i s d i r e c t l y r e l e v a n t to t h i s p a r t i c u l a r 

a p p l i c a t i o n . L e t ' s assume you were s u c c e s s f u l 

p u r c h a s i n g the potash l e a s e f o r S e c t i o n 19 and 

gave y o u r s e l f p e r m i s s i o n to d r i l l on i t , would 

you not s t i l l have to get the BLM c o n c u r r e n c e ? 

BLM would be both the l e s s o r of both the potash 

and the o i l and gas. 

MR. CARROLL: I agree w i t h you, but I 

t h i n k i t ' s the BLM's p o s i t i o n up to t h i s p o i n t i n 

time i s they don't o b j e c t . They l e a v e t h a t up to 

the a c t u a l l e s s e e of the pot a s h and go along w i t h 

whatever the a c t u a l l e s s e e — and q u i t e f r a n k l y , 

because of the d i f f e r e n t i a l i n the r o y a l t i e s 

between the o i l and the potash, I t h i n k the 

f e d e r a l government would be much h a p p i e r to have 

o i l p r o d u c t i o n r i g h t now than p o t a s h p r o d u c t i o n . 

MR. STOVALL: I t h i n k I can s a f e l y s ay, 

altho u g h I c a n ' t speak f o r the S t a t e Land O f f i c e , 

I t h i n k we've heard Mr. Zaebo say the S t a t e Land 

O f f i c e l e a n s i n t h a t d i r e c t i o n as w e l l . 

MR. CARROLL: Yes, s i r . 

MR. STOVALL: To the b e s t of your 
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knowledge, i s t h e r e any c r i t e r i a f o r the d e f i n i n g 

of an LMR? I t h i n k we've d i s c u s s e d t h i s b e f o r e 

i n o t h e r c a s e s --

MR. CARROLL: There i s n ' t . 

MR. STOVALL: -- o t h e r than a l i n e on a 

p i e c e of paper? 

MR. CARROLL: We cannot f i n d c r i t e r i a 

i n the p r e s e n t o r d e r s -- w e l l , we do f i n d 

c r i t e r i a . We do not t h i n k i t ' s being adhered 

t o . And the potash companies have taken the 

p o s i t i o n t h a t i t ' s whatever they -- and we're 

t a l k i n g about the c r i t e r i a b e ing commercial 

d e p o s i t s — they have taken the p o s i t i o n i t ' s 

whatever they say i t i s . 

And t h a t , I t h i n k , i s the base 

problem. There a r e no r e a l d e f i n i t i v e g u i d e l i n e s 

r i g h t now d e t e r m i n i n g the d i f f e r e n c e between 

l e a s a b l e p o t a s h and commercial p o t a s h . 

MR. STOVALL: Looks l i k e fun and f u l l 

employment i n the f u t u r e , doesn't i t , Mr. 

C a r r o l l ? 

MR. CARROLL: I t i s . I t i s , Mr. 

S t o v a l l , i t r e a l l y i s . I t ' s going to keep us 

busy f o r a w h i l e . 

EXAMINER CATANACH: There being n o t h i n g 
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f u r t h e r i n Case 10460 and 10461, t h e s e cases w i l l 

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

[And t h e p r o c e e d i n g s were c o n c l u d e d . ] 

' d o h e r e b y c e ^ Y that the foregofnq fe 
., .ccoru of the proceedings in , 
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