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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING ) 
CALLED BY THE OIL CONSERVATION ) 
DIVISION FOR THE PURPOSE OF ) 

CONSIDERING: ) CASE NO. 10748 

APPLICATION OF YATES ENERGY CORPORATION 

REPORTERS TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: David R. Catanach, H e a r i n g Examiner 

June 17, 1993 

Santa Fe, New Mexico 

T h i s matter came on f o r h e a r i n g 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 on June 17, 1993, a t the O i l 

C o n s e r v a t i o n D i v i s i o n Conference Room, S t a t e Land 

O f f i c e B u i l d i n g , 310 Old Santa Fe T r a i l , S anta Fe, New 

Mexico, b e f o r e Deborah O'Bine, RPR, C e r t i f i e d Court 

R e p o r t e r No. 63, f o r the S t a t e of New Mexico. 
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E X H I B I T S 

YATES PETROLEUM CORPORATION'S EXHIBITS: 

ID ADMTD 
E x h i b i t A 9 19 

E x h i b i t 1 10 19 
E x h i b i t 2 14 19 
E x h i b i t 3 15 19 
E x h i b i t 4 15 19 
E x h i b i t 5 18 19 
E x h i b i t 6 27 36 
E x h i b i t 7 29 36 

NEARBURG PRODUCING COMPANY'S EXHIBITS: 

E x h i b i t 1 52 56 
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A P P E A R A N C E S 

FOR THE DIVISION: ROBERT G. STOVALL, ESQ. 
Ge n e r a l C o u n s e l 
O i l C o n s e r v a t i o n Commission 
S t a t e Land O f f i c e B u i l d i n g 
310 Old Santa Fe T r a i l 
S anta Fe, New Mexico 87501 

FOR THE APPLICANT: CAMPBELL, CARR, BERGE & 
SHERIDAN, P.A. 

P.O. Box 2208 
Santa Fe, New Mexico 87504 
BY: WILLIAM F. CARR, ESQ. 

FOR NEARBURG MILLER, STRATVERT, TORGERSON 
PRODUCING COMPANY: & SCHLENKER, P.A. 

P.O. Box 1986 
Santa Fe, New Mexico 87504-19 
BY: J . SCOTT HALL, ESQ. 

FOR SANTA FE ENERGY HINKLE, COX, EATON, COFFIELD 
OPERATING PARTNERS, & HENSLEY 
L.P.: P.O. Box 2068 

Santa Fe, New Mexico 87504 
BY: JAMES G. BRUCE, ESQ. 

FOR MARATHON OIL KELLAHIN AND KELLAHIN 
COMPANY: 117 N. Guadalupe 

Santa Fe, New Mexico 
BY: W. THOMAS KELLAHIN, ESQ 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

5 

EXAMINER CATANACH: C a l l the hearing back 

to order, and please c a l l Case 10748. 

MR. STOVALL: A p p l i c a t i o n of Yates Energy 

Corporation for pool c r e a t i o n , c l a s s i f i c a t i o n of the 

new pool as an a s s o c i a t e d pool and for s p e c i a l pool 

r u l e s , Eddy County, New Mexico. 

EXAMINER CATANACH: Are there appearances 

i n t h i s case? 

MR. CARR: May i t please the Examiner, my 

name i s William F. Carr with the Santa Fe law firm 

Campbell, Carr, Berge & Sheridan. I represent Yates 

Petroleum Corporation i n t h i s case, and I have two 

witn e s s e s . 

I would note that the a p p l i c a t i o n was 

o r i g i n a l l y f i l e d i n the name of Yates Petroleum 

Corporation. And although the l e g a l ad i s i n the name 

of Yates Energy Corporation, I don't b e l i e v e t h a t ' s 

s i g n i f i c a n t , but the a p p l i c a n t i n the case i s Yates 

Petroleum Corporation. 

EXAMINER CATANACH: You f i l e d the 

a p p l i c a t i o n under Yates Petroleum Corporation? 

MR. CARR: Yes. 

EXAMINER CATANACH: And i t was --

MR. CARR: -- Yates Energy only i n the ad, 

as f a r as I can t e l l . I don't think t h a t ' s a 
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s u b s t a n t i v e change t h a t s h o u l d r e q u i r e 

r e a d v e r t i s e m e n t , but I would note t h a t change. 

EXAMINER CATANACH: I'm j u s t c u r i o u s as to 

how t h a t might have o c c u r r e d . I'm s u r e you pro b a b l y 

wouldn't have any knowledge of t h a t . 

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

MR. HALL: Mr. Examiner, S c o t t H a l l from 

th e M i l l e r , S t r a t v e r t , T o r g e r s o n & S c h l e n k e r law f i r m 

on b e h a l f of Nearburg P r o d u c i n g . We have one w i t n e s s 

t h i s a f t e r n o o n . 

MR. BRUCE: Mr. Examiner, Jim Bruce from 

th e H i n k l e law f i r m i n Santa Fe r e p r e s e n t i n g Santa Fe 

Energy O p e r a t i n g P a r t n e r s , L.P. We have no w i t n e s s e s . 

MR. KELLAHIN: Mr. Examiner, I'm Tom 

K e l l a h i n of t h e Santa Fe law f i r m of K e l l a h i n and 

K e l l a h i n a p p e a r i n g on b e h a l f of Marathon O i l Company. 

I do not have a w i t n e s s . 

EXAMINER CATANACH: 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 sworn i n ? 

MR. CARR: None t h a t I would d i s c l o s e . 

EXAMINER CATANACH: A d d i t i o n a l 

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

MR. CARR: At t h i s time we'd c a l l Mr. B r e n t 

May. 

BRENT MAY, 
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the witness herein, a f t e r having been f i r s t duly sworn 

upon h i s oath, was examined and t e s t i f i e d as foll o w s : 

EXAMINATION 

BY MR. CARR: 

Q. W i l l you s t a t e your name for the record, 

p l e a s e . 

A. Brent May. 

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

A. A r t e s i a , New Mexico. 

Q. By whom are you employed and i n what 

c a p a c i t y ? 

A. Yates Petroleum, and I'm a g e o l o g i s t . 

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

D i v i s i o n ? 

A. Yes, I have. 

Q. At the time of that testimony, were your 

c r e d e n t i a l s as a geo l o g i s t accepted and made a matter 

of record? 

A. Yes, they were. 

Q. Are you f a m i l i a r with the a p p l i c a t i o n f i l e d 

on behalf of Yates Petroleum Corporation i n t h i s 

matter? 

A. Yes, I am. 

Q. And have you made a g e o l o g i c a l study of the 

area t h a t i s involved i n t h i s case? 
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A. Yes, I have. 

MR. CARR: Are the witness's q u a l i f i c a t i o n s 

acceptable? 

EXAMINER CATANACH: They are. 

Q. (BY MR. CARR) Would you b r i e f l y summarize 

what Yates seeks with t h i s a p p l i c a t i o n ? 

A. We want to create a new pool i n the Upper 

Penn formation i n the west h a l f of Section 17, of 

Township 22 South, 24 E a s t . We request t h a t t h i s pool 

be c l a s s i f i e d as an a s s o c i a t e d o i l and gas pool. 

Q. Are you seeking s p e c i a l r u l e s for t h i s 

pool? 

A. Yes, we are, and those include 320-acre 

spacing and p r o r a t i o n u n i t s . Also, s p e c i a l w e l l 

l o c a t i o n requirements, providing for a l l w e l l s to be 

located 660 f e e t from the outer boundary of a spacing 

or p r o r a t i o n u n i t and 330 f e e t from a quarter s e c t i o n 

l i n e . Also, a l i m i t of no more than one w e l l per 

quarter s e c t i o n , and a s p e c i a l depth bracket allowable 

for each w e l l on a 320-acre spacing or p r o r a t i o n u n i t 

of 1400 b a r r e l s of o i l per day. 

Q. Has Yates a l s o recommended an 

a d m i n i s t r a t i v e procedure be e s t a b l i s h e d for approval 

of unorthodox w e l l l o c a t i o n s and nonstandard pr o r a t i o n 

u n i t s as they a f f e c t future development? 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

9 

A. Yes, we do. 

Q. Could you r e f e r to i n i t i a l l y what has been 

marked for i d e n t i f i c a t i o n Yates Petroleum Corporation 

E x h i b i t A? 

A. Yes. This i s a land map of the area around 

the Hickory ALV, Federal No. 1. The west h a l f of 

Section 17 i s out l i n e d i n a blue-green c o l o r . The 

l e a s e s colored i n yellow are the Yates l e a s e s . The 

t h i c k black l i n e running b a s i c a l l y northeast-southwest 

through t h i s page, i t shows the o u t l i n e of the Indian 

Basin-Upper Penn Pool, and the smaller dark l i n e on 

the southern edge of the page j u s t shows the o u t l i n e 

of a f e d e r a l u n i t to the south. 

Q. Who i s the operator of Sections 7, 8, and 

16? 

A. I b e l i e v e Santa Fe Energy. I n Section 7, I 

think t h i s i s showing B i l l Finn, but from what I 

understand, Santa Fe Energy has acquired t h a t l e a s e , 

and they can c o r r e c t me i f I'm wrong. 

Q. Are there any w e l l s w i t h i n a mile of the 

proposed pool boundary that are completed i n t h i s 

p a r t i c u l a r i n t e r v a l ? 

A. There are no operating w e l l s w i t h i n a mile 

of t h i s boundary except for the Bandana Federal Unit 

No. 1, which i s operated by Yates Petroleum. 
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There are two e x i s t i n g w e l l s i n Sections 7 

and 8, but those have been plugged. 

Q. A l l r i g h t . L e t ' s move now to Yates E x h i b i t 

No. 1. This i s your c r o s s - s e c t i o n A-A'. And I'd ask 

you f i r s t to i d e n t i f y t h i s and then review i t for the 

examiner. 

A. This i s a c r o s s - s e c t i o n A-A'. I t ' s 

b a s i c a l l y a northwest-southeast s t r u c t u r a l 

c r o s s - s e c t i o n with a datum of minus 4000 and showing 

the Upper Penn or what I c a l l the Canyon i n t e r v a l . 

The Upper Penn or Canyon dolomite i s colored i n blue, 

and p e r f o r a t i o n s are colored red. 

I'd l i k e to j u s t s t a r t over on the l e f t 

s i d e with the f i r s t w e l l , the Monsanto Low State No. 1 

in Section 36 of Township 21 South, 23 E a s t . This 

w e l l was o r i g i n a l l y d r i l l e d from the Morrow. I t ' s 

c u r r e n t l y plugged but has i n the past produced gas out 

of the Upper Penn formation, and tha t was w i t h i n the 

Indian Basin-Upper Penn Pool. 

I t IP'd o r i g i n a l l y i n the Upper Penn for 

7.5 m i l l i o n cubic f e e t of gas a day. I t was 

o r i g i n a l l y dual completed i n the Canyon, i n the 

Morrow. And the cumulative production as of the end 

of '92, I b e l i e v e , was a l i t t l e over 16 Bcf. And I 

would a l s o l i k e to note that the -- you might note 
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that the p e r f o r a t i o n s are i n the upper part of the 

dolomite here. 

The next w e l l to the r i g h t , the Red Fern 

Winston No. 1 i n Section 31 of Township 21 South, 24 

Ea s t , was again d r i l l e d to the Morrow and was a l s o 

d u a l l y completed i n the Canyon or Upper Penn and 

Morrow and again was perforated i n the upper part of 

the dolomite. 

I t o r i g i n a l l y IP'd for a c a l c u l a t e d open 

flow of 29 m i l l i o n cubic f e e t of gas a day, and 

cumulative from the Canyon or Upper Penn was 

approximately a l i t t l e over 21 Bcf. Again, t h i s w e l l 

i s c u r r e n t l y plugged. 

The next w e l l to the r i g h t , the Trigg 

F e d e r a l IB No. 1-6 i n Section 6 of 22 South, 24 Eas t , 

was again d r i l l e d to the Morrow, but according to a l l 

the information I have, i t was only perforated i n the 

Canyon or Upper Penn. Again, the p e r f o r a t i o n s are i n 

the upper part of the dolomite. This w e l l o r i g i n a l l y 

IP'd for a c a l c u l a t e d open flow of a l i t t l e over 151 

m i l l i o n cubic f e e t of gas a day and 39 b a r r e l s of 

condensate. Cumulative production out of the Canyon 

or Upper Penn was a l i t t l e over 28 Bcf. And, again, 

t h i s w e l l i s c u r r e n t l y plugged. 

The next w e l l to the r i g h t i s the Trigg 
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Federal IB No. 2 i n Section 7, of Township 22 South, 

24 E a s t . This w e l l was j u s t o r i g i n a l l y d r i l l e d i n t o 

the Canyon or Upper Penn. Again, the p e r f o r a t i o n s are 

in the upper part of the dolomite, and i t o r i g i n a l l y 

IP'd for 11 m i l l i o n cubic f e e t of gas a day and cum'd 

a l i t t l e over 14 Bcf. 

The l a s t w e l l on the very f a r r i g h t i s the 

Yates Hickory ALV Federal No. 1 i n Section 17 of 22 

South, 24 E a s t . This was o r i g i n a l l y Pan-American 

Hollow Well Federal No. 1. Yates reentered the w e l l 

o r i g i n a l l y to the Morrow, made a Morrow completion. 

Within j u s t a few months, the Morrow s t a r t e d producing 

water. So we came up and recompleted to the Canyon i n 

the p e r f o r a t i o n s shown. And the completion i s 

c u r r e n t l y i n progress. 

This w e l l i s c u r r e n t l y making o i l , water, 

and gas. Taking a general overlook of t h i s 

c r o s s - s e c t i o n , y o u ' l l notice that to the northwest or 

to the l e f t s ide of the c r o s s - s e c t i o n , the dolomite i s 

thick e n i n g , and back to the southeast or to the r i g h t 

of the c r o s s - s e c t i o n where the Hickory i s located, the 

dolomite i s s t a r t i n g to pinch out. 

The w e l l s shown on the c r o s s - s e c t i o n except 

for the Hickory have produced gas from the Indian 

Basin-Upper Penn Pool. The Hickory, again, i s 
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p e r f o r a t e d w i t h i n t h i s same dolomite body and i s 

pro d u c i n g o i l , water, and gas a t t h i s t i m e . 

Q. Mr. May, the index map on t h i s e x h i b i t a l s o 

shows t h e boundary of the I n d i a n B a s i n P o o l , does i t 

not? 

A. Yes. The y e l l o w l i n e shows t h e boundary of 

the I n d i a n Basin-Upper Penn Poo l , and then t h e b l u e 

l i n e shows t h e west h a l f of S e c t i o n 17 which we a r e 

t a l k i n g about here today. 

Q. As you've i n d i c a t e d , a l l t he w e l l s on the 

c r o s s - s e c t i o n e x c e p t f o r the w e l l i n 17 a r e completed 

i n t h e I n d i a n B a s i n ? 

A. Were completed i n t h e p a s t and d i d produce 

out of the I n d i a n B a s i n . 

Q. The p e r f o r a t e d i n t e r v a l s a r e shown, and the 

H i c k o r y w e l l i s a t a s u b s t a n t i a l l y lower datum than 

t h o s e w e l l s ? 

A. Yes. These a r e s e v e r a l hundred f e e t i n 

s t r u c t u r e lower than t h e s e p e r f o r a t i o n s i n the gas 

w e l l s back t o the northw e s t and n o r t h w e s t . I t ' s 

t y p i c a l l y been known t h a t i n I n d i a n B a s i n , t h e r e i s an 

e a s t t o n o r t h e a s t t i l t e d g as-water c o n t a c t , and u n t i l 

t h e c o m p l e t i o n of the H i c k o r y , o i l p r o d u c t i o n from 

t h i s d o lomite body i n t h i s a r e a was unknown. 

Q. That w e l l i s a c t u a l l y p r o d u c i n g o i l ? 
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A. Yes, i t i s . 

Q. How do the g r a v i t i e s of t h i s o i l compare to 

the g r a v i t i e s of the condensate produced or t h a t had 

been produced from I n d i a n B a s i n ? 

A. The g r a v i t y i n the o i l from the H i c k o r y i s 

a p p r o x i m a t e l y 42, w h i l e the g r a v i t y of condensate 

produced out of I n d i a n B a s i n i s anywhere from 58 to 

60 . 

Q. So you're a c t u a l l y p r o d u c i n g a b l a c k o i l i n 

the H i c k o r y w e l l ? 

A. Yes, a t r u e o i l . And I might p o i n t out 

t h a t 42-degree g r a v i t y i s v e r y s i m i l a r to t h e o i l 

produced out of Dagger Draw. 

Q. How f a r a r e we from the Dagger Draw? 

A. We're a p p r o x i m a t e l y , say, 8 to 10 m i l e s 

south of South Dagger Draw P o o l . 

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

p r e s e n t u s i n g your c r o s s - s e c t i o n ? 

A. No, I b e l i e v e t h a t ' s a l l . 

Q. L e t ' s move to Y a t e s E x h i b i t No. 2. Would 

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

A. T h i s i s a s t r u c t u r e map w i t h t h e top of the 

Upper Penn or Canyon dolomite as a datum. I t ' s 

showing a g e n e r a l s t r u c t u r a l d i p to the s o u t h e a s t . 

I might note t h e t h i c k b l a c k l i n e a t t h e 
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base of the map represents the extent of the 

dolomite. South of that l i n e there i s no dolomite; 

i t ' s a l l lime. 

The w e l l s back to the north, northwest, and 

west of the Hickory have produced gas from the Indian 

Basin-Upper Penn Pool and are s t r u c t u r a l l y higher. 

The Hickory i s producing o i l s t r u c t u r a l l y lower than 

these gas w e l l s , and more o i l should be found i n a 

s i m i l a r s t r u c t u r a l p o s i t i o n w i t h i n t h i s dolomite. And 

I might add that t h i s i s a s i m i l a r s t r u c t u r a l p o s i t i o n 

t h a t o i l i s found i n the South Dagger Draw Pool. 

Q. L e t ' s go now to E x h i b i t No. 3, your i s o l i t h 

map, and review that for Mr. Catanach. 

A. This i s o l i t h map represents the Upper Penn 

or Canyon dolomite. I t shows i t s l i m i t s . You might 

note th a t some of the values have p l u s s e s beside 

them. That's to i n d i c a t e when those w e l l s were 

d r i l l e d , the dolomite had not been f u l l y penetrated. 

Thus the true t h i c k n e s s i s unknown. The map shows 

t h i c k s to the northeast and northwest with the Hickory 

being located near the edge of the dolomite body. 

Q. L e t ' s now to go E x h i b i t No. 4. Would you 

i d e n t i f y t h i s e x h i b i t and then review i t ? 

A. This i s j u s t a dolomite map which I ' l l 

l o o s e l y c a l l a cartoon of the r e g i o n a l extent of the 
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Canyon or Upper Penn dolomite. And th a t i s shown i n 

the dark black l i n e s w i t h i n any colored areas, showing 

the extent of the Canyon or Upper Penn dolomite. 

You might note the heavy purple l i n e s 

i n d i c a t e the approximate boundaries of the Indian 

Basin, South Dagger Draw, and North Dagger Draw-Upper 

Penn Pools. The yellow c o l o r shows the area of gas 

production. The green represents o i l production up i n 

South and North Dagger Draw. And the green down 

around the Hickory area represents an area of 

pro j e c t e d o i l production. The blue represents area of 

water production. 

The purpose of t h i s map i s to show the 

r e l a t i o n s h i p between the Indian Basin area and Hickory 

area and Dagger Draw area and e x p l a i n why Yates i s 

asking for pool r u l e s s i m i l a r to South Dagger Draw. 

The Upper Penn or Canyon dolomite i s 

continuous from North Dagger Draw down to the Hickory 

area. Again, s i m i l a r to Indian Basin, North and South 

Dagger Draws have t i l t e d g a s - o i l and o i l - w a t e r 

contacts that t i l t down g e n e r a l l y to the e a s t . And 

these help separate out these d i f f e r e n t areas of gas 

production, o i l production, and water production. 

U n t i l the Hickory was completed, i t had 

o r i g i n a l l y been thought that Indian Basin area only 
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produced gas and/or water. Y a t e s f e e l s t h a t t h e a r e a 

e a s t of I n d i a n Basin-Upper Penn P o o l , which i s what we 

c a l l t h e H i c k o r y a r e a , i s v e r y s i m i l a r t o t h e Dagger 

Draw P o o l s . 

You might note up i n s e c t i o n s , 

a p p r o x i m a t e l y i n the a r e a of S e c t i o n s 5, 6, 7 and 8 of 

Township 21, 24 South, t h e r e i s an absence of dolomite 

between t h e s e two green o i l l e g s between South Dagger 

Draw and t h i s H i c k o r y a r e a . I b e l i e v e i f the dolomite 

had been p r e s e n t t h e r e , t h i s o i l l e g would be 

c o n t i n u o u s from South and North Dagger Draw a l l the 

way down to the H i c k o r y a r e a . 

Q. Mr. May, what c o n c l u s i o n s have you been 

a b l e t o r e a c h based on your g e o l o g i c a l s t u d y of t h i s 

a r e a ? 

A. F i r s t , t h e dolomite a l l t he way from North 

Dagger Draw a l l the way down to the H i c k o r y a r e a i s 

c o n t i n u o u s . The H i c k o r y i s downdip of t h e I n d i a n 

B a s i n gas p r o d u c t i o n , which i s s i m i l a r t o Dagger Draw, 

which has o i l p r o d u c t i o n downdip of gas. 

The o i l g r a v i t i e s a r e v e r y s i m i l a r t o the 

Dagger Draw p o o l s . The H i c k o r y produces o i l a t a 

s i m i l a r s t r u c t u r a l p o s i t i o n as o i l p r o d u c t i o n i n the 

Dagger Draw. T h i s sequence of gas updip, then going 

downdip i n t o o i l , then water i s v e r y s i m i l a r t o Dagger 
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Draw. And i f the dolomite was p r e s e n t i n t h i s one 

a r e a I p o i n t e d out, i t sh o u l d be one c o n t i n u o u s o i l 

l e g . 

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

n o t i c e of t h i s a p p l i c a t i o n was p r o v i d e d t o Santa Fe 

Energy O p e r a t i n g P a r t n e r s , L.P.? 

A. I b e l i e v e i t was. 

Q. I b e l i e v e e a r l i e r you i n d i c a t e d t h a t t h e r e 

were no w e l l s w i t h i n a m i l e of the pool boundary i n 

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

A. T h a t ' s t r u e . We n o t i f i e d Santa Fe j u s t out 

of c o u r t e s y because we knew they would be o p e r a t i n g 

w e l l s i n the a r e a i n the near f u t u r e . 

Q. And th o s e were the t h r e e s e c t i o n s t h a t were 

shown on Y a t e s E x h i b i t A? 

A. Yes, 7, 8, and 16. 

Q. W i l l Y a t e s c a l l an e n g i n e e r i n g w i t n e s s to 

r e v i e w t he r e q u e s t e d s p e c i a l pool r u l e s ? 

A. Yes, we w i l l . 

Q. Were E x h i b i t s A and E x h i b i t s 1 through 5 

p r e p a r e d by you or compiled a t your d i r e c t i o n ? 

A. Yes, they were. 

MR. CARR: At t h i s time, Mr. Catanach, we 

would o f f e r i n t o e v i d e n c e Y a t e s E x h i b i t s A and 1 

through 5. 
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EXAMINER CATANACH: E x h i b i t s A and 1 

through 5 w i l l be ad m i t t e d as e v i d e n c e . 

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

e x a m i n a t i o n of Mr. May. 

EXAMINER CATANACH: Mr. H a l l ? 

EXAMINATION 

BY MR. HALL: 

Q. Mr. May, on your c a r t o o n , E x h i b i t 4 --

A. Yes. 

Q. I n 24 E a s t i n the South Dagger Draw, I 

assume a l o t of t h a t i s Y a t e s p r o d u c t i o n i n 11, 14, 

23, on down to 26? 

A. Yes, a b i g chunk of i t i s . 

Q. J u s t a minute ago, you mentioned t h a t t he 

H i c k o r y ALV was completed. E x h i b i t 1 shows t h a t i t ' s 

not y e t completed. So which i s i t ? 

A. L e t ' s s ee, E x h i b i t 1 -- okay. The 

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

s t i l l i n p r o c e s s . We have not o f f i c i a l l y through t he 

sundry n o t i c e s completed t he w e l l . 

Q. No p r o d u c t i o n r e s u l t s on t h a t ? 

A. T h a t ' s r i g h t . But we a r e i n t h e p r o c e s s of 

e v a l u a t i n g i t r i g h t now. 

Q. You're c o n f i d e n t i t ' s an o i l w e l l ? 

A. Yes, we a r e . 
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Q. J u s t as the South Dagger Draw a r e o i l 

w e l l s ? 

A. Yes, we a r e . 

Q. G e o l o g i c a l l y , you're showing by a l l of 

t h e s e e x h i b i t s t h a t t he r e s e r v o i r d i p s downward as you 

get away from the I n d i a n B a s i n gas f i e l d ; i s t h a t 

c o r r e c t ? 

A. Yes, t h a t ' s t r u e . Over on t h e e a s t s i d e of 

the I n d i a n B a s i n a r e a , i t i s dropping i n s t r u c t u r e . 

Q. So the new a r e a e s t a b l i s h e d by t h e H i c k o r y 

ALV i s e s s e n t i a l l y an o i l l e g o f f t h e gas f i e l d , as i s 

the South Dagger Draw, North Dagger Draw? 

A. Yes. I t ' s v e r y s i m i l a r t o South Dagger 

Draw. 

Q. I n f a c t , t h e y ' r e g e o l o g i c a l l y i d e n t i c a l ? 

A. Yes, i n my o p i n i o n , y e s . 

Q. Are you f a m i l i a r w i t h any of t h e I P r e s u l t s 

on any of the i n f i l l w e l l s i n the South Dagger Draw? 

A. I c o u l d n ' t g i v e you s p e c i f i c s . I don't 

have any s p e c i f i c s w i t h me, but I do know t h a t t he 

H i c k o r y i s s i m i l a r t o some of the -- from what we're 

s e e i n g on the H i c k o r y so f a r , i t ' s s i m i l a r t o some of 

the I P ' s i n South Dagger Draw. 

Q. I n t h e South Dagger Draw, some of t h e I P ' s 

on t h e i n f i l l w e l l s , d i d they d i f f e r much a t a l l from 
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th e o r i g i n a l w e l l s ? 

A. I'm not s u r e i f I c o u l d answer t h a t because 

I'm not r e a l l y s u r e . 

Q. I n s o f a r as your a r e a of e x p e r t i s e , i s t h e r e 

any r e a s o n g e o l o g i c a l l y to l i m i t development i n the 

H i c k o r y ALV a r e a to one w e l l per 160? 

A. Dr. Boneau, which i s our e n g i n e e r , would be 

b e t t e r q u a l i f i e d t o answer t h a t q u e s t i o n , I b e l i e v e . 

Q. So t h e r e ' s no g e o l o g i c r e a s o n , anyway, t o 

l i m i t development t h a t way? 

A. I t ' s m ostly based on r e s e r v o i r e n g i n e e r i n g . 

MR. HALL: Okay. Nothing f u r t h e r . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. May, what t e s t s have been conducted on 

the w e l l ? 

A. We a r e c u r r e n t l y -- we have a c i d i z e d , and 

we're c u r r e n t l y pump t e s t i n g . We put i t on pump t h i s 

l a s t weekend. And as of June 14, which i s Tuesday, i t 

produced 408 b a r r e l s of o i l , 1,197 b a r r e l s of water, 

511,000 c u b i c f e e t of gas. 

Q. I'm s o r r y , the gas number a g a i n ? 

A. 511. 

Q. How long a t e s t i s t h a t ? 

A. I t was put on pump t h i s weekend; so j u s t a 
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few days so f a r . 

Q. Do you know what the bottom h o l e p r e s s u r e 

of t h e zone i s ? 

A. I b e l i e v e when we f i r s t p e r f o r a t e d t h i s 

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

t e s t , and i t was a p p r o x i m a t e l y -- Mr. Boneau can 

pr o b a b l y g i v e you an e x a c t number, but i t was 

a p p r o x i m a t e l y around 2,000 pounds. 

Q. I'm s o r r y ? 

A. 2,000. 

Q. I n the a r e a between the South Dagger Draw 

and t h e a r e a which you propose as p o t e n t i a l l y o i l 

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

a r e a ? 

A. W i t h i n t h i s green a r e a ? 

Q. Between the two green a r e a s . 

A. Oh, where t h e r e ' s l a c k of d o l o m i t e ? 

Q. C o r r e c t . 

A. There a r e some Morrow w e l l s i n t h a t a r e a , 

and i n t h o s e w e l l s t he Canyon or Upper Penn i s a l l 

l i m e s t o n e . And f u r t h e r back t o the west a l i t t l e b i t , 

I b e l i e v e t h e r e ' s one dry h o l e i n S e c t i o n 13 of 

21-23. That d i d encounter some d o l o m i t e , but I 

b e l i e v e i t was v e r y t h i n and n o n p r o d u c t i v e , and too, 

they were l o o k i n g f o r gas t h e r e . 
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Q. Do you have enough d a t a to co n c l u d e t h a t 

t h i s new a r e a i s not connected w i t h t he South Dagger 

Draw? 

A. I t c o u l d p o t e n t i a l l y be connected. R i g h t 

now we have not a whole l o t of d a t a , and i t c o u l d be 

connected up, p o s s i b l y , y e s . 

Q. How d i d you d e f i n e t he p o t e n t i a l l y o i l 

p r o d u c t i v e a r e a on t h i s map? 

A. O r i g i n a l l y how we d e c i d e d t o t r y the Canyon 

and t h e H i c k o r y , t h e r e had been an o l d DST t h a t had an 

o i l show, and up i n t h i s , quote, " o i l l e g " or t h e 

green a r e a around the H i c k o r y a r e a , t h e r e had been 

s e v e r a l o t h e r w e l l s t h a t had o l d DST's w i t h o i l 

shows. When we d i d s t a r t p r o d u c i n g o i l , I s t a r t e d 

l o o k i n g a t the s t r u c t u r a l p o s i t i o n of i t , and t h i s l e g 

around the H i c k o r y i s based o f f t h e s t r u c t u r e i n 

g e n e r a l , which i s s i m i l a r to the o i l p r o d u c t i o n i n 

South Dagger Draw. 

And I w i l l admit, I have v e r y l i t t l e d a t a . 

I t c o u l d e a s i l y change when some w e l l s a r e d r i l l e d . 

But t h a t ' s my -- t h a t was the b e s t d a t a I had to t h i s 

p o i n t t o d e f i n e t he bo u n d a r i e s of t h i s o i l l e g . 

Q. Are you c o n f i d e n t w i t h r e s p e c t t o t h e 

dolo m i t e b o u n d a r i e s t h a t you have mapped on t h i s ? 

A. F a i r l y c o n f i d e n t , but from what we've found 
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i n Dagger Draw, they can sometimes be hard t o p r e d i c t . 

EXAMINER CATANACH: I have n o t h i n g f u r t h e r 

of t h e w i t n e s s . Oh, I'm s o r r y , Mr. Bru c e ? 

EXAMINATION 

BY MR. BRUCE: 

Q. J u s t a couple q u e s t i o n s . Looking a t your 

E x h i b i t 4, Mr. May, what do you t h i n k based on geology 

the e v e n t u a l e x t e n t of the pool w i l l be i f t h i s i s 

gr a n t e d , i f t h i s a p p l i c a t i o n i s g r a n t e d ? 

A. We're j u s t a s k i n g f o r the west h a l f 

c u r r e n t l y of S e c t i o n 17. 

Q. But based on geology, do you t h i n k i t would 

i n c l u d e a l l t h a t a r e a t h a t you have marked i n green? 

A. T h a t ' s a p o s s i b i l i t y , y e s . 

Q. Anything beyond t h a t ? 

A. P o s s i b l y . L i k e I s a i d , t h i s i s my b e s t 

guess a t t h i s p o i n t . 

Q. Looking j u s t a t the a r e a i n green, does 

Y a t e s have any p l a n s , say, w i t h i n t h e next y e a r to 

d r i l l or r e c o m p l e t e any a d d i t i o n a l w e l l s ? 

A. Oh, y e s . 

Q. Do you have any rough number? 

A. W e l l , we have -- w i t h i n c a l e n d a r date '93, 

we're c u r r e n t l y working on one c o m p l e t i o n , one r e e n t r y 

and c o m p l e t i o n , and another r e e n t r y t h a t we deepened, 
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and we're c u r r e n t l y working on t h a t . So t h a t ' s two 

other current completions we're working on. 

J u s t a rough guess besides those, we might 

d r i l l an a d d i t i o n a l two or three w e l l s p o s s i b l y . 

Could be more. 

MR. BRUCE: Thanks. Nothing f u r t h e r , Mr. 

Examiner. 

EXAMINER CATANACH: Anything, Mr. 

K e l l a h i n ? 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Point of c l a r i f i c a t i o n . Mr. May, help me 

in the area t h a t ' s green hatched that looks l i k e the 

o i l productive — 

A. Yes. 

Q. — area for the same, the w e l l symbols i n 

here, the r e ' s some gas w e l l symbols. Are those gas 

w e l l s i n the Upper Pennsylvanian? 

A. To my knowledge, most of them should be 

Morrow. To my knowledge, a l l the gas w e l l s are w i t h i n 

-- that are i n the Canyon or Upper Penn are w i t h i n 

the Indian Basin-Upper Penn Pool. And the gas w e l l s 

outside of tha t purple l i n e showing that should be 

Morrow w e l l s . 

Q. So we don't have gas w e l l s i n the Cisco 
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d o w n s t r u c t u r e t o t h i s o i l w e l l ? 

A. No. 

MR. KELLAHIN: Okay. Thanks. 

EXAMINER CATANACH: Anything f u r t h e r ? The 

w i t n e s s may be excused. 

MR. CARR: At t h i s time we c a l l Dr. 

Boneau. 

DAVID F. BONEAU, 

the 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 d u l y sworn 

upon h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e your name f o r t h e r e c o r d , 

p l e a s e . 

A. David F r a n c i s Boneau. 

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

A. A r t e s i a , New Mexico. 

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

c a p a c i t y ? 

A. I work f o r Y a t e s Petroleum C o r p o r a t i o n as a 

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

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

t h i s D i v i s i o n and had your c r e d e n t i a l s as a r e s e r v o i r 

e n g i n e e r a c c e p t e d and made a matter of r e c o r d ? 

A. Yes, s i r . 
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Q. Are you f a m i l i a r w i t h t h e a p p l i c a t i o n of 

Y a t e s Petroleum C o r p o r a t i o n i n t h i s c a s e ? 

A. Yes, s i r . 

Q. Have you made a study of the s u b j e c t a r e a ? 

A. Yes. 

MR. CARR: Are the w i t n e s s ' s q u a l i f i c a t i o n s 

a c c e p t a b l e . 

EXAMINER CATANACH: Yes. 

Q. (BY MR. CARR) Dr. Boneau, would you r e f e r 

to what has been marked as Y a t e s E x h i b i t No. 6, 

i d e n t i f y t h i s e x h i b i t , and then u s i n g i t , r e v i e w the 

h i s t o r y of the t i p of the H i c k o r y w e l l f o r Mr. 

C a t a n a c h . 

A. E x h i b i t No. 6 i s a b r i e f c h r o n o l o g i c a l f o r 

the H i c k o r y w e l l . I t r i e d to emphasize what seemed to 

be the i m p o r t a n t t h i n g s . As you've heard, the w e l l 

was o r i g i n a l l y d r i l l e d i n 1965 and plugged i n 1965, 

and i t went to 10,295 f e e t . 

Our g e o l o g i s t f i g u r e d out t h a t t h i s might 

be a p l a c e to f i n d o i l , and Y a t e s r e e n t e r e d t h e w e l l 

i n October of '92, and I ' v e l i s t e d v a r i o u s e n t r i e s 

t h e r e , the i m p o r t a n t t h i n g s . We took i t to 

a p p r o x i m a t e l y the same depth i t had been o r i g i n a l l y . 

I n October, we p e r f o r a t e d the Morrow and completed the 

Morrow f o r 3.8 m i l l i o n a day on December 1 s t , and we 
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produced t h e Morrow i n Ja n u a r y and F e b r u a r y , produced 

a t o t a l of 88 m i l l i o n from the Morrow, a p p r o x i m a t e l y 2 

m i l l i o n a day. 

We r e a l l y were i n t e r e s t e d i n s t u d y i n g the 

Canyon. Anyway, i n F e b r u a r y we went — t e m p o r a r i l y 

abandoned t h e Morrow and went t o t h e Canyon, and we 

f i r s t p e r f o r a t e d on F e b r u a r y 20th a zone i n the Canyon 

a t 8839 t o 8154, but a zone a t t h e top of the Canyon 

a t t he top of t h e dol o m i t e . And i t flowed o i l but no 

t r e a t m e n t . And i n t h a t time frame we measured a 

p r e s s u r e , e s t i m a t e s t h a t i t was 2,000 pounds. I t was 

a c t u a l l y about 1,920 pounds. 

And we produced the w e l l on a t e s t i n g b a s i s 

i n A p r i l f o r about t e n days, and i t flowed from 300 

down to about 100 b a r r e l s a day out of t h i s s i n g l e 

zone i n on top of the Canyon. 

Then i n May we opened some o t h e r Canyon 

zones, and the e x a c t p e r f o r a t i o n s a r e a l l l i s t e d 

t h e r e , but we opened some lower p a r t of the Canyon, 

a c i d i z e d t he i n d i v i d u a l zones, and then on May 28, 

a c i d i z e d a l l t h e zones t o g e t h e r w i t h 35,000 g a l l o n s of 

a c i d , a b i g a c i d j o b , i n s t a l l e d a sub pump, and we've 

been pumping the w e l l f o r , I don't know, s i n c e l a s t 

F r i d a y , something l i k e t h a t . 

And the same numbers a r e l i s t e d t h e r e t h a t 
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Mr. May showed. Those are the production numbers for 

l a s t Tuesday, one day. I n one day i t made what i t 

says there, 408 b a r r e l s of o i l , 1197 b a r r e l s of water, 

511 Mcf a day. That's i n d i c a t i v e of the productive 

c a p a c i t y of the w e l l . The next day i t made -- I don't 

know, my memory i s 437 b a r r e l s . But, anyway, t h a t ' s 

i n d i c a t i v e of the production c a p a c i t y of the w e l l . 

So we have a w e l l that makes black o i l , and 

i t ' s w i t h i n a mile of the Indian Basin-Upper Penn gas 

pool, which i s a prorated gas pool with 640-acre 

spacing. Those r u l e s are c l e a r l y not a p p l i c a b l e to 

t h i s new area. We're here seeking some r u l e s that 

make sense for an o i l w e l l i n the Upper Penn i n t h i s 

area. 

Q. L e t ' s go to Yates E x h i b i t No. 7. Using 

t h a t e x h i b i t , would you review for Mr. Catanach the 

r u l e s t h a t Yates i s seeking for t h i s new pool? 

A. Okay. Mr. May, I think, t i c k e d off those 

r u l e s , but t h i s E x h i b i t 7 shows the i n d i v i d u a l items 

th a t comprise the s p e c i a l part of the r u l e s , and i t 

shows what the current r u l e s are now i n South Dagger 

Draw, Upper Penn a s s o c i a t e d , and i t shows what we're 

proposing for Indian Basin, and what we're proposing 

i s taken from the s i t u a t i o n i n South Dagger Draw. 

So the s i z e of the spacing u n i t s are 320 
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a c r e s f o r o i l w e l l s and gas w e l l s , and t h a t ' s what i t 

i s i n South Dagger Draw, and t h a t ' s what we propose 

f o r what I'm c a l l i n g I n d i a n Basin-Upper Penn 

a s s o c i a t e d . 

The w e l l l o c a t i o n r e q u i r e m e n t s a r e t h e same 

both p l a c e s . I t must be a t l e a s t 660 f e e t from t h e 

ou t e r boundary and 330 f e e t from t h e q u a r t e r - q u a r t e r 

boundary and i n n e r boundary. We're p r o p o s i n g t h o s e 

same r u l e s f o r I n d i a n Basin-Upper Penn a s s o c i a t e d . 

The GOR of South Dagger Draw i s s e t a t 

10,000. 10,000 i s not a p p r o p r i a t e h e r e f o r t h e r e a s o n 

t h a t I would say — t h i s i s my l o g i c as to why i t ' s 

not a p p r o p r i a t e — and what we're a s k i n g f o r i s s i m p l y 

no r u l e , which would l e a v e i t a t 2,000, which i s the 

s t a n d a r d . My l o g i c i s t h a t I n d i a n Basin-Upper Penn 

gas pool i s a p r o r a t e d gas poo l , and the a l l o w a b l e 

w i t h i n t he l a s t few y e a r s has been about 5-1/2 m i l l i o n 

a day per w e l l , which i s f o r 640 a c r e s . H a l f of t h a t 

f o r 320 a c r e s would be about 2.8 m i l l i o n a day. And 

i f you t a k e 1400 b a r r e l s of o i l a day w i t h a 2,000 

GOR, you get 2.8 m i l l i o n a day. 

So f o r t h i s I n d i a n Basin-Upper Penn 

a s s o c i a t e d , i f we have the s t a n d a r d GOR, we get a gas 

a l l o w a b l e t h a t i n my way of t h i n k i n g i s i n tune w i t h 

t h e a l l o w a b l e s i n the I n d i a n Basin-Upper Penn gas 
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p o o l . And so I saw no l o g i c a l r e a s o n t o ask f o r 

a n y t h i n g more than the s t a n d a r d 2,000. T h a t ' s t he 

r e a s o n behind t h a t number being d i f f e r e n t than t he 

10,000 a t South Dagger Draw. The o i l a l l o w a b l e we're 

s e e k i n g i s t h e same as t h e 1400 b a r r e l s of o i l per day 

i n South Dagger Draw. 

And the o t h e r change i s r e g a r d s t he l a s t 

item, which i s w e l l s per s p a c i n g u n i t . I n South 

Dagger Draw, the number of w e l l s you're a l l o w e d t o 

d r i l l , I wrote " u n l i m i t e d . " T h a t ' s p r o b a b l y a l i t t l e 

b i t of an e x a g g e r a t i o n , but t h e r e i s no l i m i t i n the 

r u l e s . You d r i l l as many w e l l s as you can, as long as 

you s t a y w i t h i n t h e a l l o w a b l e . 

What we're p r o p o s i n g h e r e a t I n d i a n B a s i n -

Upper Penn i s one w e l l per q u a r t e r s e c t i o n , two w e l l s 

on the 320-acre s p a c i n g u n i t but r e s t r i c t i n g t h o s e two 

w e l l s t o be i n d i f f e r e n t q u a r t e r s e c t i o n s . 

I know I need to e x p l a i n why we're a s k i n g 

f o r t h a t , and I w i l l attempt t o do t h a t . I n Dagger 

Draw — and I guess t he Dagger Draw development was 

r e a l l y d r i v e n by the r u l e s f o r North Dagger Draw, and 

South Dagger Draw k i n d of tagged a l o n g ; so i t makes 

more s e n s e t o me to t a l k about North Dagger Draw. 

But i n North Dagger Draw, the o r i g i n a l 

s p a c i n g i n 1973 was 320 a c r e s . And i n 1976 t h a t was 
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changed t o 160 a c r e s w i t h about a 300 b a r r e l a day 

a l l o w a b l e . So t h e r e was b a s i c a l l y one w e l l per 160 

a c r e s i n North Dagger Draw d u r i n g t h e e a r l y 

development. 

I n 1991, I b e l i e v e i t was i n F e b r u a r y of 

1991, Conoco and Y a t e s came here to t a l k about 

i n c r e a s i n g t he a l l o w a b l e a t Dagger Draw so t h a t more 

w e l l s c o u l d be d r i l l e d . And e s s e n t i a l l y t h e i d e a was 

to downspace i t , but the methodology f o r doing t h a t 

was to i n c r e a s e t he a l l o w a b l e so t h a t more w e l l s c o u l d 

be d r i l l e d on 160 a c r e s . 

At t h a t time Conoco p r e s e n t e d l o t s of good 

da t a to show t h a t a w e l l d i d not d r a i n 160 a c r e s i n 

North Dagger Draw, but a g a i n s t them I argued t h a t we 

s h o u l d not downspace a l l the way to 40 a c r e s . I t 

would be l o g i c a l to downspace to 80 a c r e s . 

E s s e n t i a l l y , t h e d a t a shows t h a t t h e w e l l s d r a i n e d 

about 80 a c r e s . W e l l , t h a t was another one t h a t Y a t e s 

l o s t . Anyway, i t was downspaced e s s e n t i a l l y t o 40 

a c r e . 

MR. STOVALL: One of t h e few, Dr. Boneau; 

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

THE WITNESS: One of the few, y e s . Anyway, 

i t was downspaced, the a l l o w a b l e was r a i s e d , and t h e r e 

were no l i m i t s on how many w e l l s c o u l d d r i l l , and de 
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f a c t o , 4 0 - a c r e development q u i c k l y ensued. And Y a t e s 

d i d a heck of a l o t of the 4 0 - a c r e development. 

We a r e d r i l l i n g w e l l s on 40 a c r e s i n Dagger 

Draw and South Dagger Draw, and we a r e e n c o u n t e r i n g 

bottom h o l e p r e s s u r e s of 800 pounds, 900 pounds, 1,000 

pounds compared t o the o r i g i n a l bottom h o l e p r e s s u r e 

of 3,000 pounds. I n my mind, i n my o p i n i o n , 40 a c r e s 

i s too c l o s e on Dagger Draw. T h a t ' s a l l done, but I 

don't want to do the same t h i n g h e r e . 

And I t h i n k t h a t t h e a n a l o g i e s w i t h Dagger 

Draw d r i l l i n g on 40 a c r e s , i t ' s going t o be too c l o s e 

i n t h i s new a r e a , and I j u s t t h i n k t h a t we ought to go 

a t i t a s t e p a t a time. And the f i r s t s t e p , what I am 

pr o p o s i n g i s e s s e n t i a l l y e f f e c t i v e 1 6 0 - a c r e s p a c i n g . 

And I t h i n k t h a t ' s a l o g i c a l p l a c e t o s t a r t and 

develop, e x p l o r e and f i n d out whether the f i e l d r e a l l y 

e x i s t s and get some r e a l d a t a , and maybe we can 

downspace i t t o 80's or 40's or 20's or whatever 

l a t e r , but l e t ' s s t a r t a t a s e n s i b l e p l a c e and go 

about i t i n a s t e p - b y - s t e p , l o g i c a l manner. 

Q. (BY MR. CARR) Dr. Boneau, t h e r u l e s t h a t 

r e s u l t from t h i s h e a r i n g can be temporary r u l e s ; i s 

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

A. I would e x p e c t t h a t would be what t h e 

Commission would want to do. 
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Q. What p e r i o d of time do you t h i n k would be 

a p p r o p r i a t e f o r temporary r u l e s ? 

A. I t h i n k two y e a r s would be an a p p r o p r i a t e 

t i m e . That would g i v e time to develop t h e f i e l d . 

Q. I n t h a t p e r i o d of time, would you 

a n t i c i p a t e s u f f i c i e n t d a t a to be o b t a i n e d so t h a t an 

a p p r o p r i a t e s p a c i n g p a t t e r n , i f i t ' s o t h e r than 160 

a c r e s , c o u l d be adopted? 

A. Yes, s i r . 

Q. You're a l s o s e e k i n g i n t h i s c a s e t he 

d e s i g n a t i o n of t h i s pool as an a s s o c i a t e d p o o l ? 

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

Q. What we have here i s b a s i c a l l y an o i l zone 

w i t h a gas cap over i t ; 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 . We cannot i g n o r e t h a t 

I n d i a n B a s i n gas p o o l . T h a t ' s t he b i g g e s t gas f i e l d 

around. 

Q. So i t q u a l i f i e s as an a s s o c i a t e d r e s e r v o i r 

l i k e Dagger Draw? 

A. Yes, s i r . 

Q. You've a l s o r e q u e s t e d a d m i n i s t r a t i v e 

p r o c e d u r e s whereby unorthodox w e l l l o c a t i o n s and 

nonstandard p r o r a t i o n u n i t s can be approved 

a d m i n i s t r a t i v e l y . Do t h o s e need t o be i n c l u d e d i n 

s p e c i a l r u l e s f o r t h i s p ool? 
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A. I'm not sure I understood your question. 

Q. Are you asking for anything other than the 

a d m i n i s t r a t i v e procedures that c u r r e n t l y e x i s t i n the 

general r u l e s for a s s o c i a t e d pools? And I'm t a l k i n g 

about Rule, I think, i t ' s 2.C. --

A. Yes, 2.C. and 4.A. are the things we're 

t a l k i n g about, and the same wording t h a t ' s i n the 

general r u l e s would serve us f i n e now. 

Q. I f t h i s pool i s c l a s s i f i e d an a s s o c i a t e d 

pool and governed by those r u l e s , then i t wouldn't be 

necessary to d u p l i c a t e those p r o v i s i o n s i n a s p e c i a l 

pool r u l e ? 

A. I understand that t h a t ' s the way i t would 

work f i n e , yes, s i r . 

Q. In the area we're t a l k i n g about around the 

Hickory, how g e n e r a l l y could you c h a r a c t e r i z e the 

topography? 

A. I t ' s p r e t t y h i l l y , p r e t t y rough topography. 

Q. Based on the topography as you understand 

i t , i s i t reasonable to expect t h a t 40-acre 

development could go forward? 

A. 40-acre development, i t would be tough, and 

what I'd kind of be worried about i s tha t 160-acre 

development could be tough for some people, and I'd 

hate to see somebody with good topography get i n there 
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with four A w e l l s r e a l quick when h i s neighbor had 

problems g e t t i n g even one w e l l d r i l l e d . 

Q. I n your opinion, would s t a r t i n g with 160-

acre spacing most l i k e l y r e s u l t i n imprudent 

development of t h i s r e s e r v o i r over the long haul? 

A. That's c l e a r l y my opinion, yes, s i r . 

Q. Would, i n your opinion, approval of the 

a p p l i c a t i o n and promulgation of s p e c i a l pool r u l e s for 

t h i s pool, i n c l u d i n g a l i m i t a t i o n of i n essence one 

w e l l per 160 acr e s , be i n the best i n t e r e s t of 

conservation, the prevention of waste, and the 

pr 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 ? 

A. Yes, I b e l i e v e t h a t ' s very t r u e . 

Q. Were E x h i b i t s 6 and 7 prepared by you? 

A. Yes, s i r . 

MR. CARR: At t h i s time, Mr. Catanach, I'd 

move the admission of Yates E x h i b i t s 6 and 7. 

EXAMINER CATANACH: E x h i b i t s 6 and 7 w i l l 

be admitted as evidence. 

MR. CARR: That concludes my d i r e c t 

examination of Dr. Boneau. 

EXAMINER CATANACH: Mr. H a l l ? 

EXAMINATION 

BY MR. HALL: 

Q. Dr. Boneau, through Mr. May's testimony, 
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we've e s t a b l i s h e d that the geology i n the South Dagger 

Draw, North Dagger Draw are s i m i l a r to the geology 

around the Hickory ALV. Do you agree? 

A. Yes, I think t h a t ' s the c o r r e c t assumption 

given what we know about the s i t u a t i o n now. 

Q. When the North Dagger Draw was developed, 

i t was i n i t i a l l y on 320's. Because i t was v i r g i n 

development, we j u s t didn't have any information to go 

on at the time; i s that r i g h t ? 

A. That's my understanding. That was before, 

probably both of us, our times. 

Q. But we don't have th a t s i t u a t i o n now to the 

south, do we? We know tha t i t ' s s i m i l a r geology. You 

have tremendous f a m i l i a r i t y with the engineering 

production c h a r a c t e r i s t i c s of the r e s e r v o i r , do you 

not? 

A. I f your assumption i s tha t i t ' s e x a c t l y 

l i k e Dagger Draw, then we have l o t s of f a m i l i a r i t y 

with Dagger Draw. To g e n e r a l i z e anything from one 

w e l l i n t h i s new area, i t seems ra s h . So I'm t r y i n g 

to d i f f e r e n t i a t e your question i n my head so I 

understand what you're saying. 

Q. Let me ask you, how many acres do you think 

the Hickory ALV No. 1 w i l l drain? 

A. One hundred. 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

38 

Q. Why do you say 100? D i s t i n g u i s h for me 

between the Hickory acreage and the South and North 

Dagger Draw acreage. 

A. Well, my study, what I know about the South 

and North Dagger Draw acreage i s that the w e l l s d r a i n 

-- and they don't a l l dr a i n the same, but they dr a i n 

50, 60, to 100, 120 a c r e s . They do. And you put --

by d r i l l i n g on 40's, you put two straws i n t o a w e l l ' s 

drainage area, and you get the o i l out f a s t e r , but the 

f a c t t h a t you d r i l l an ext r a w e l l , at l e a s t i n my 

mind, doesn't change what the o r i g i n a l w e l l 

p o t e n t i a l l y could have drained. 

So the numbers I'm t a l k i n g about are what a 

w e l l would d r a i n i f you d r i l l the w e l l and l e t i t 

produce. And the data from North and South Dagger 

Draw i s that number i s 100 ac r e s , 80 a c r e s . I'm not 

going to quibble about i t , but i t ' s 80 to 100 ac r e s . 

And what l i t t l e I know about t h i s new area, I expect 

the drainage to be s i m i l a r . And so I answered your 

question with 100 a c r e s . 

Q. I don't know i f you r e c a l l your testimony 

in the previous Dagger Draw cases. I ' l l t e l l you. 

I ' l l ask you to accept your testimony. 

A. You t e l l me. 

Q. You t e s t i f i e d e a r l i e r that you thought the 
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Dagger Draw w e l l s i n the Cisco Penn would d r a i n 

between 60 and 80 acres based l a r g e l y on the 

information Yates had and i n c l u d i n g the information 

Conoco presented at the same time. 

A. Okay. I'm asking you to say t h a t 60 to 80 

and 80 to 100 are the same answer. 

Q. Well, but the problem with t h a t i s , a l s o i n 

t h a t same case you t e s t i f i e d that you thought i t was 

c l o s e r to 60 acres than 80 a c r e s . 

MR. CARR: I'm going to object to t h i s . I f 

there was p r i o r testimony that Mr. H a l l would l i k e to 

show Dr. Boneau, we'd be glad to look at i t , but j u s t 

to s i t here and c h a r a c t e r i z e t h i s testimony for him I 

think i s inappropriate cross-examination without at 

l e a s t l e t t i n g him take a look at i t . 

EXAMINER CATANACH: Can you produce that , 

Mr. H a l l ? 

MR. HALL: L e t ' s see. 

Q. I may have paraphrased somewhat, but i f you 

look at your testimony here concerning the Barbara 

Fed e r a l area, y o u ' l l l e t me know i f I m i s c h a r a c t e r i z e d 

anything. 

A. Yeah. I read t h i s , and I say t h a t I s a i d 

the drainage area i s 80 a c r e s , and the man from Conoco 

s a i d 60. And I s a i d that my estimate of 80 and h i s 
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estimate of 60 could be c o n s i s t e n t i n t h a t those 

numbers are — they're g e n e r a l i z a t i o n s and hard to pin 

down. I read t h i s to say that I s a i d 80. Okay? 

Q. So we disagree. 

A. Yeah. 

Q. Between 60 and 80; i s t h a t f a i r ? 

A. Between 60 and 80, a l l r i g h t . 

Q. Okay. 

A. My point i s , I think the drainage area i s 

more than 40, and I think that we should not have 

r u l e s t h a t allow development on 40 acres at t h i s time. 

Q. I f we are to assume on the b a s i s of known 

information that the production c h a r a c t e r i s t i c s of the 

acreage around the Hickory are going to be s i m i l a r or 

i d e n t i c a l to the South, North Dagger Draws, there i s 

r e a l l y no reason to allow for a more dense d r i l l i n g i n 

the area from the per s p e c t i v e of 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 prevention of waste? I mean, 

you w i l l u l t i m a t e l y recover the same amount of o i l , 

w i l l you not? 

A. I didn't understand your question. 

Q. Does density have any e f f e c t on the 

ultimate recovery of r e s e r v e s , whether you d r i l l on 

160's, 320's, or 40's? 

A. Yes and no i s the answer to your question. 
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I f you d r i l l on 640's, and the w e l l s d r a i n 80, you're 

only going to produce 80 acres out of every 640 — i f 

you d r i l l on 160's. 

I f you d r i l l on 80's, then you're going to 

produce a l l the o i l . I f you d r i l l on 40's, you're 

going to produce a l l the o i l , and you're j u s t simply 

going to have two w e l l s producing each l i t t l e batch of 

o i l . That's my e f f o r t i n answering your question. 

Q. A l l r i g h t , I understand. So i f d r i l l i n g i s 

l i m i t e d to 160's, you w i l l not recover a l l the o i l ? 

A. I f the drainage area of the w e l l s t r u l y i s 

60 or 80 or 100 or whatever number we could agree on, 

and you d r i l l on 160's, you w i l l not dr a i n a l l the 

o i l . 

Q. W i l l i n f i l l d r i l l i n g a f f e c t the economics 

of development? Let me ask you, were a l l the i n f i l l 

w e l l s up i n the South and North Dagger Draws economic? 

A. Well, no, not a l l the w e l l s i n North and 

South Dagger Draw are economic. Most of them are 

economic. And most of the, what I'm c h a r a c t e r i z i n g as 

unnecessary w e l l s are economic. 

Q. Were you f a m i l i a r with the I P ' s from the 

i n f i l l w e l l s i n South Dagger Draw? 

A. Pr e t t y much, yeah. 

Q. And the i n i t i a l I P ' s on the o r i g i n a l w e l l s ? 
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A. O r i g i n a l w e l l s , you mean 1965 or --

Q. W e l l , t he w e l l s d r i l l e d p r i o r t o t h e i n f i l l 

development i n the South Dagger Draw? 

A. I'm p r e t t y f a m i l i a r w i t h t h e I P ' s on a l l 

the w e l l s Y a t e s has d r i l l e d i n Dagger Draw. 

Q. Was t h e r e much d i f f e r e n c e between the I P ' s 

on t h e o r i g i n a l w e l l s and the i n f i l l w e l l s ? 

A. I t h i n k t he r i g h t way to answer t h a t , t h e r e 

was what you have c h a r a c t e r i z e d as not much d i f f e r e n c e 

between t h e I P ' s of the i n f i l l w e l l s and the o r i g i n a l 

w e l l s . What was d i f f e r e n t was t h a t t he d e c l i n e s of 

the o r i g i n a l w e l l s i n c r e a s e d ; so they f e l l as you put 

a c o m p e t i t i o n i n i t , and the d e c l i n e s of t h e i n f i l l 

w e l l s a l s o became s t e e p e r than t he o r i g i n a l w e l l s had 

been. 

Q. But i t d i d show, d i d i t not, t h a t w e l l s 

d r i l l e d on 160's i n the South and North Dagger Draws 

were not e f f i c i e n t l y and e f f e c t i v e l y d r a i n i n g t he 

a c r e a g e ? 

A. L i k e I s a i d , I t h i n k t he d r a i n a g e a r e a of 

the w e l l s i n North Dagger Draw i s 80 t o 100 a c r e s , 80 

a c r e s -- i f you want to s e t t l e on 80 a c r e s , s ay 80 

a c r e s , but i t ' s l e s s than 160; i t ' s more than 40. 

And f u r t h e r I'm s a y i n g , i f we're going t o 

s t a r t t h i s new poo l , and i f we're going t o e r r , l e t ' s 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

43 

e r r on s t a r t i n g a t 160's, and go down and get d a t a , 

r a t h e r than s t a r t i n g w i t h 40's and d e c i d i n g we d r i l l e d 

too many w e l l s . 

Q. Dr. Boneau, Y a t e s i s c u r r e n t l y working on 

or completed a w e l l i n S e c t i o n 3 i n 24 E a s t , i s i t 

not? 

A. I f y o u ' l l t e l l me the name of t h e w e l l , 

I ' l l have a b e t t e r chance of knowing what you're 

t a l k i n g about. 

Q. I'm s o r r y , I don't know. 

A. Walt Canyon? 

Q. Walt Canyon? Do we have any r e s u l t s from 

t h a t w e l l y e t ? 

A. The Walt Canyon i s p e r f o r a t e d p r e t t y much 

throughout t h e dolomite, and i t ' s p r o d u c i n g on t e s t 

a p p r o x i m a t e l y 100 o i l and 2,000 water, 1,500 water, 

and we're t h i n k i n g about t r y i n g t o s h u t o f f some of 

the lower water. 

Q. You're c l o s e r to the water c o n t a c t down 

t h e r e , i t would appear? 

A. W e l l , we're making more water, y e s . 

Q. O t h e r w i s e i t appears t o be s i m i l a r 

p r o d u c t i o n t o the H i c k o r y ALV? 

A. T h e r e ' s o i l t h e r e . T h e r e ' s more water than 

t h e r e i s o i l . Those a r e s i m i l a r i t i e s , y e s . 
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MR. HALL: T h a t ' s a l l I have. 

EXAMINER CATANACH: Mr. Bru c e ? 

EXAMINATION 

BY MR. BRUCE: 

Q. Dr. Boneau, you s a i d t he Morrow i s 

t e m p o r a r i l y abandoned as w e l l ? 

A. T h a t ' s how I would c h a r a c t e r i z e i t , y e s , 

s i r . 

Q. When you abandoned i t , what was i t 

pro d u c i n g , do you r e c a l l , from t h e Morrow? 

A. Yes, I u n d e r s t a n d . My memory i s i t was 

s t i l l p r o d u c i n g 1,500 a day, and i t was making a 

l i t t l e w ater, and I don't remember whether a l i t t l e 

was 5 or 15 b a r r e l s , but some numbers i n t h e r e . I 

c a l c u l a t e d r e s e r v e s on i t as 225 m i l l i o n — some 

number, a p p r o x i m a t e l y h a l f t he r e s e r v e s or something 

l i k e t h a t through the y e a r s have been produced. 

Q. I n the North Dagger Draw and the South 

Dagger Draw, i s t h a t s t i l l e s s e n t i a l l y b e i n g developed 

on 4 0 - a c r e i n f i l l d r i l l i n g ? 

A. Yes. And I don't know what a no answer 

would mean. 

MR. BRUCE: T h a t ' s a l l I have, Mr. 

Examiner. 

EXAMINER CATANACH: Mr. K e l l a h i n ? 
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MR. KELLAHIN: No q u e s t i o n s . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Boneau, what i s t h e advantage s t a r t i n g 

a t 320 as opposed to s t a r t i n g a t 160? 

A. What i s the advantage. I can t h i n k of a t 

l e a s t two. One obvious one i s t h a t s t a r t i n g a t 320, 

you d r i l l one w e l l , and you h o l d 320 a c r e s . 

Another one t h a t makes a l i t t l e more sen s e 

to me i s t h a t — t h i s i s an a s s o c i a t e d gas p o o l , and 

somebody i s going to d r i l l a gas w e l l or what you 

would c a l l m o s t l y a gas w e l l , and he's going t o be 

a b l e t o produce 2.8 m i l l i o n out of t h a t gas w e l l on 

320. And i f you downspaced i t , you would h u r t h i s gas 

w e l l v e r y b a d l y . To me t h a t ' s t h e r e a s o n t h a t makes 

the most s e n s e . 

Q. Which l e a d s me to my next q u e s t i o n . I s n ' t 

t he I n d i a n Basin-Upper Penn gas pool t he gas p o r t i o n 

of t h i s new r e s e r v o i r ? 

A. I t i s the gas cap t h a t makes t h i s 

a s s o c i a t e d , y e s . 

Q. C o r r e c t . I f somebody d r i l l e d a gas w e l l , 

wouldn't t h a t n e c e s s a r i l y be c l a s s i f i e d i n t h e I n d i a n 

Basin-Upper Penn gas pool? 

A. Not i f you l e t t h e r e be a s s o c i a t e d -- not 
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i f you l e t t h i s be an a s s o c i a t e d pool with e i t h e r gas 

or o i l w e l l s i n the a s s o c i a t e d pool. I n an a s s o c i a t e d 

pool, you can have e i t h e r gas w e l l s or o i l w e l l s . 

You know the r u l e s way b e t t e r than I know 

the r u l e s . 

MR. STOVALL: Yeah, why did you ask that 

question, Mr. Examiner? 

Q. (EXAMINER CATANACH) What I'm saying i s --

A. I don't b e l i e v e t h a t ' s true, and i t seems 

to me you could get i n trouble with that l o g i c . There 

are going to be s e c t i o n s that have maybe gas on part 

of i t and o i l on part of i t , and i f you're going to 

put the whole thing i n Indian Basin gas and you're not 

going to l e t the o i l be produced, to me going the 

as s o c i a t e d pool i s the way to solve a l l those 

problems. 

MR. STOVALL: What you're saying, Dr. 

Boneau, i s i f i t i s i n a pool and i t i s an a s s o c i a t e d 

pool i n which there can be a gas w e l l , then you don't 

get the extension problems because you've already 

defined the l i m i t of the extension? 

THE WITNESS: E x a c t l y , yes. 

EXAMINER CATANACH: I don't have anything 

e l s e . 

MR. STOVALL: I do. 
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EXAMINATION 

BY MR. STOVALL: 

Q. There's been a l o t of analogies to South 

Dagger Draw and North Dagger Draw and i t s pools. Am I 

c o r r e c t i n understanding that you are basing your 

recommendation upon the experience i n the Dagger Draw 

pools and recommending that the spacing s t a r t out --

spacing as opposed to pro r a t i o n u n i t s — s t a r t out 

wide, r e l a t i v e l y speaking l e t me ask a pre l i m i n a r y 

question. 

I s i t your opinion s t i l l t h a t 40-acre 

spacing i n the Dagger Draw pools i s too c l o s e ? 

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

Q. Too many w e l l s i n the pool; i s t h a t 

c o r r e c t ? 

A. And I'm saying that we've d r i l l e d 100 

w e l l s , and we've proved that that was c o r r e c t . 

Q. But you're not recovering any more o i l but 

you've d r i l l e d some unnecessary w e l l s ? 

A. E s s e n t i a l l y , t h a t ' s true, yes. 

Q. And then am I c o r r e c t i n i n f e r r i n g theft 

that your r a t i o n a l e here i s i f you s t a r t out on l e s s 

dense spacing, you always have the option to i n c r e a s e 

i f necessary, but i f you s t a r t out on higher density, 

you can't decrease space the number of w e l l s ? 
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A. You can go one way, but you c a n ' t go t j i e 

o t h e r . 

Q. And, t h e r e f o r e , what you're recommending i s 

s t a r t out on e s s e n t i a l l y 160 s p a c i n g ; i f you need to 

i n f i l l , you can do i t ? 

A. Y e s . 

Q. At a l a t e r time, come back i n and change 

i t ? 

A. Dagger Draw s t a r t e d out a t 320. Now I'm 

s a y i n g , we've gained enough e x p e r i e n c e and enough 

c o n f i d e n c e , we don't need to s t a r t a t 320, but l e t ' s 

s t a r t out a t 160, and we c o u l d go down from t h e r e , i f 

n e c e s s a r y , or 160 c o u l d t u r n out to be e x a c t l y r i g h t . 

Q. Again, Dagger Draw, I don't t h i n k you'ye 

e v e r t e s t i f i e d t h a t t h e r e a r e w e l l s — v e r y many V e i l s 

d r a i n a t 160 up t h e r e ; i s t h a t c o r r e c t ? 

A. No, no. I'm j u s t s a y i n g t h i s c o u l d be a 

l i t t l e b i t d i f f e r e n t . 

Q. L e t ' s f i n d out? 

A. And l e t ' s f i n d out. And i f we go d r i l l on 

40's, and t h a t ' s the wrong way to do i t , t h e money i s 

a l r e a d y gone. 

Q. Does t h a t analogy apply to 80 as w e l l ? 

A. I n my o p i n i o n , y e s . 

Q. I s t h a t because -- and I'm k i n d of a s k i n g 
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t h i s i n a l e a d i n g way, but i f I'm not s t a t i n g i t 

c o r r e c t l y , p l e a s e t e l l me — i s t h a t because you don't 

have enough i n f o r m a t i o n h ere to know whether i n f ^ c t 

t h i s might be a more permeable r e s e r v o i r which c o i i l d 

d r a i n w ider a r e a s t han perhaps Dagger Draw? 

A. T h a t ' s what I'm t r y i n g t o guard a g a i n s t , 

y e s , s i r . 

MR. STOVALL: I don't have any o t h e r 

q u e s t i o n s . 

MR. CARR: Can I ask one, David? 

FURTHER EXAMINATION 

BY EXAMINER CATANACH: 

Q. L e t me j u s t ask him, Dr. Boneau, do you 

a n t i c i p a t e or do you t h i n k the I n d i a n Basin-Upper Penn 

i s going t o be extended t o the e a s t ? Do you thinjc 

d r i l l i n g i s p o s s i b l e to extend the e a s t e r n boundary of 

t h a t p o o l ? 

A. I t h i n k i t ' s v e r y p o s s i b l e t h a t t h e kiftd of 

o i l w e l l s we're t a l k i n g about a t the H i c k o r y w i l l be 

d r i l l e d and produced throughout Mr. May's green airea. 

And a l o t of t h a t green a r e a i s e a s t , what I woul^l 

c h a r a c t e r i z e as e a s t of I n d i a n Basin-Upper Penn g£s 

p o o l . 

Q. So you t h i n k the I n d i a n B a s i n gas pool has 

been p r e t t y much d e f i n e d by development a t t h i s pi>int? 
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A. Oh, yeah. These w e l l s he the w e l l s Mr. 

May t a l k e d about that have been abandoned are on the 

south and east edge of Indian Basin gas pool, and 

Indian Basin gas pool i s being abandoned from east to 

west. And th e r e ' s , I think, no chance of d r i l l i n g 

Indian Basin type gas w e l l s f u r t h e r east than the 

plugged ones. 

EXAMINER CATANACH: That's a l l I have. 

FURTHER EXAMINATION 

BY MR. CARR: 

Q. Dr. Boneau, you i n d i c a t e d that you thoiight 

somebody might go out i n a green area shaded on Mk". 

May's map and d r i l l a gas w e l l . Would tha t gas wfell 

have to n e c e s s a r i l y be contiguous with the current 

Indian Basin boundary, or could i t be anywhere i n that 

green area? 

A. I think i t ' s p o s s i b l e i t could be anywhere 

i n the green area. 

Q. I mean, i f i t was not contiguous with 

Indian Basin, a step-out might cr e a t e a s i t u a t i o n 

where we had acreage developed as an o i l zone w i t h i n a 

gas w e l l not contiguous with current Indian Basin 

development? 

A. Yeah. I n Dagger Draw we found l i t t l e 

dolomite bumps that r i s e up unexpectedly, and we get 
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MR. STOVALL: I s that an engineering term, 

Dr. Boneau? 

THE WITNESS: I think t h a t ' s a geologic 

term. 

MR. CARR: That's a l l I have. 

EXAMINER CATANACH: The witness may be 

excused. 

MR. CARR: We have nothing f u r t h e r i n t h i s 

case, Mr. Catanach. 

EXAMINER CATANACH: Okay. Mr. H a l l ? 

JERRY ELGER, 

the witness herein, a f t e r having been f i r s t duly sworn 

upon h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. HALL: 

Q. For the record, please s t a t e your name. 

A. J e r r y E l g e r . 

Q. Mr. E l g e r , where do you work? 

A. I work for Nearburg Producing Company i n 

Midland, Texas. 

Q. What do you do for Nearburg? 

A. I'm an e x p l o r a t i o n g e o l o g i s t . 

Q. And you've p r e v i o u s l y t e s t i f i e d before the 

D i v i s i o n and i t s examiners and had your c r e d e n t i a l s 
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a c c e p t e d as m a t t e r of r e c o r d , have you not? 

A. Yes. 

Q. You're f a m i l i a r w i t h t he a p p l i c a t i o n i n 

t h i s c a s e and the s u b j e c t a r e a ? 

A. Yes. 

Q. What a r e Nearburg's i n t e r e s t s i n the 

immediate a r e a ? 

A. We have l e a s e h o l d p o s i t i o n . I ' l l r e f e r t o , 

i f I can, Y a t e s E x h i b i t No. 4. We have l e a s e h o l d 

p o s i t i o n w i t h i n h i s green c r o s s h a t c h e d a r e a . 

Q. And you're r e f e r r i n g t o the Y a t e s E x h i b i t 

4, i s i t ? 

A. The o v e r a l l c a r t o o n t h a t Mr. May d i d f o r 

the Dagger Draw and I n d i a n B a s i n and the a r e a f o r the 

proposed f i e l d r u l e s a r e a . 

Q. And you're f a m i l i a r w i t h t he geology i n the 

Upper C i s c o Penn a r e a ? 

A. Yes. 

Q. Why don't you b r i e f l y d e s c r i b e t he geology 

of t h e r e s e r v o i r ? And you may w i s h to r e f e r to 

E x h i b i t 1 and Y a t e s E x h i b i t 4 to h e l p you out. 

A. E x h i b i t 1 i s j u s t a p o r o s i t y l o g p r o f i l e . 

The top page i s the Y a t e s H i c k o r y ALV F e d e r a l No. 1, 

which both of the Y a t e s people t e s t i f i e d t o would make 

an o i l w e l l i n the s u b j e c t a r e a , down i n t h e s o u t h e a s t 
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end of I n d i a n B a s i n . And the o t h e r l o g p r o f i l e s a r e 

s i m i l a r t y p e , Schlumberger l i t h o d e n s i t y , compensated 

n e u t r o n l i t h o d e n s i t y l og p r o f i l e s of v a r i o u s l o g s 

t h a t were d r i l l e d w i t h i n the b o u n d a r i e s of the South 

Dagger Draw o i l p o o l . 

And the r e a s o n I'm i n t r o d u c i n g t h i s as a 

p i e c e of t e s t i m o n y i s the f a c t t h a t b a s i c a l l y , as Mr. 

May a l r e a d y has t e s t i f i e d , t he r e s e r v o i r 

c h a r a c t e r i s t i c s t h a t a r e observed i n the South Dagger 

Draw a r e a a r e v e r y s i m i l a r to t h a t which you see on 

the Y a t e s H i c k o r y w e l l down i n S e c t i o n 11 i n the 

s o u t h e a s t s i d e of I n d i a n B a s i n . 

Q. So i n the a p p l i c a t i o n l a n d s , we're t a l k i n g 

about another downdip o i l l e g as we a r e i n the South 

and North Dagger Draw? 

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

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

the South Dagger Draw? 

A. Yes, I am. 

Q. Do t h o s e r u l e s impose a l i m i t a t i o n of one 

w e l l per 160? 

A. No, they do not. 

Q. And the c u r r e n t p r a c t i c e i n t h e a r e a i s 

what? 

A. W e l l , the c u r r e n t p r a c t i c e , as Mr. Boneau 
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pointed out, i s to d r i l l these things on almost 

unlimited spacing, but the pat t e r n has been developed 

at p r i m a r i l y 40-acre spacing i n the o i l l eg of the 

Dagger Draw South and North f i e l d s . 

Q. I s tha t density necessary to maximize 

recovery? 

A. We b e l i e v e i t i s . We b e l i e v e , although the 

majority of the w e l l s that have been d r i l l e d on tha t 

p a r t i c u l a r spacing have been economic w e l l s , they've 

produced for both Dagger Draw South f i e l d and the 

Dagger Draw North f i e l d , and as previous testimony i n 

previous cases has pointed out, the spacing, the area 

per w e l l -- drainage area per w e l l and r e s e r v o i r 

engineers have been able to determine for those two 

f i e l d s i s roughly 60 ac r e s . 

Q. And you're i n agreement with t h a t 

testimony? 

A. Yes. I'm not a r e s e r v o i r engineer, but I 

would agree with t h a t , yes. 

Q. So, i n your opinion, can the r e s e r v o i r be 

e f f e c t i v e l y and e f f i c i e n t l y drained by l i m i t i n g 

development to one w e l l per 160? 

A. No. 

Q. W i l l a p r o v i s i o n allowing for the d r i l l i n g 

of more than one w e l l per 160 adversely a f f e c t the 
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economics of d r i l l i n g i n the pool? 

A. No. 

Q. What a r e Nearburg's p l a n s f o r development 

i n t he immediate a r e a ? 

A. We've a l r e a d y proposed i n t h e green 

hachured a r e a a r e e n t r y of the f o r m e r l y d r i l l e d 

A n t w e i l w e l l i n the n o r t h h a l f of S e c t i o n 2 of 

Township 20 -- I b e l i e v e i t ' s 22 South, 24 E a s t , to 

t e s t t he dolomite s e c t i o n , top p a r t of t h e dolomite 

s e c t i o n of the C i s c o Canyon. 

We a l s o p l a n t o conduct s i m i l a r t y pe 

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

S e c t i o n 11, the same township and range. 

Q. Does Nearburg r e q u e s t t h a t any o r d e r 

a p p r o v i n g t h e c r e a t i o n of t h i s new pool c o n t a i n a 

p r o v i s i o n l i k e t h a t found i n Rule 22 of Order R-5353 

f o r t he Dagger Draw a l l o w i n g f o r two or more w e l l s per 

160? 

A. Yes. 

Q. I n your o p i n i o n , would such a p r o v i s i o n be 

i n t he i n t e r e s t of c o n s e r v a t i o n , t he p r e v e n t i o n of 

waste, and 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 ? 

A. Yes, i t would. 

Q. Was E x h i b i t 1 p r e p a r e d by you or a t your 

d i r e c t i o n ? 
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A. Yes, i t was. 

MR. HALL: We would move t h e a d m i s s i o n of 

E x h i b i t 1. That c o n c l u d e s our D i r e c t . 

EXAMINER CATANACH: Mr. C a r r ? 

MR. CARR: Did you admit the e x h i b i t ? 

EXAMINER CATANACH: Oh. What were the 

numbers? 

MR. HALL: Uno. 

EXAMINER CATANACH: E x h i b i t No. 1 w i l l be 

a d m i t t e d as e v i d e n c e . 

Mr. C a r r ? 

EXAMINATION 

BY MR. CARR: 

Q. Mr. E l g e r , Nearburg i s o n l y o b j e c t i n g t o 

the p r o p o s a l t o l i m i t development to e f f e c t i v e l y one 

w e l l per 160 a c r e s ; i s t h a t c o r r e c t ? 

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

Q. Your E x h i b i t No. 1 i s b a s i c a l l y t o show 

s i m i l a r i t y i n the g e o l o g i c a l c h a r a c t e r i s t i c s between 

the H i c k o r y w e l l and some w e l l s i n South Dagger Draw? 

A. T h a t ' s c o r r e c t . And Mr. May p o i n t e d out 

th e same t h i n g s . 

Q. Have you e v e r e x p e r i e n c e d a s i t u a t i o n where 

you have s i m i l a r g e o l o g i c c h a r a c t e r i s t i c s and 

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

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

57 

A. Not any t h a t come to mind. 

Q. So i f we can look a t the geology, i t ' s 

u n n e c e s s a r y t o i n v o l v e the e n g i n e e r s ; i s t h a t what 

you're s a y i n g ? 

A. Not n e c e s s a r i l y . 

Q. Nearburg i s n ' t i n the b u s i n e s s of d r i l l i n g 

u n n e c e s s a r y w e l l s , o b v i o u s l y ; i s n ' t t h a t r i g h t ? 

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

Q. And what we're t a l k i n g about h e r e you 

u n d e r s t a n d a r e temporary r u l e s t h a t two y e a r s from now 

can be amended; do you u n d e r s t a n d t h a t ? 

A. Yes. 

Q. You would agree w i t h me t h a t you can make a 

b e t t e r d e c i s i o n i n e s t a b l i s h i n g permanent r u l e s t he 

more d a t a you have on the r e s e r v o i r ? 

A. That would be t r u e . 

Q. And you would agree w i t h me t h a t based on 

your p l a n s f o r development and t h o s e t h a t have been 

d i s c l o s e d by Y a t e s , t h a t two y e a r s from now t h e r e 

s h o u l d be s u b s t a n t i a l l y more development on t h i s o i l 

zone? 

A. Yes. 

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

MR. STOVALL: Mr. K e l l a h i n . 

MR. KELLAHIN: No q u e s t i o n s . 
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FURTHER EXAMINATION 

BY MR. HALL: 

Q. One f o l l o w - u p . Mr. E l g e r , i f t h e Y a t e s 

a p p l i c a t i o n i s approved w i t h the p r o v i s i o n f o r one 

w e l l per 160, you're going t o have r u l e s f o r 

a s s o c i a t e d p o o l s c o v e r i n g s e v e r a l p o o l s i n the same 

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

i n them; i s t h a t c o r r e c t ? 

A. Yes, i t i s . 

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

EXAMINATION 

BY EXAMINER CATANACH: 

Q. You r e q u e s t t h a t you be a l l o w e d t o d r i l l on 

40; i s t h a t what you're s a y i n g ? 

A. No, but what we do r e q u e s t i s t h a t Nearburg 

— o b v i o u s l y , we don't have as much a c r e a g e under 

t h i s green downdip o i l l e g . I agree e n t i r e l y w i t h the 

i n t e r p r e t a t i o n of the geology out h e r e , but what we 

would l i k e t o have -- we don't have as much a c r e a g e 

p o s i t i o n out here as Y a t e s or Santa Fe, but what we 

would l i k e t o be a b l e to do i s develop on a r e a s o n a b l e 

s p a c i n g p a t t e r n t h a t would a l l o w us to develop our 

ac r e a g e i n an economic and t i m e l y manner. 

And t h a t ' s not n e c e s s a r i l y two y e a r s or --

as t e s t i m o n y f o r the Dagger Draw and Dagger Draw North 
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a r e a s , i f i t t r u l y can be a p p l i e d t o t h i s a r e a , and we 

t h i n k i t can, the s p a c i n g ought to be more i n l i n e 

w i t h 60 a c r e s s i n c e the d r a i n a g e up i n t h a t p a r t i c u l a r 

a r e a has been t e s t i f i e d to as be i n g r o u g h l y 60 a c r e s , 

t h e s p a c i n g --

MR. STOVALL: Whoa, whoa. I'm going to 

i n t e r j e c t something h e r e . I don't t h i n k t h a t ' s an 

a c c u r a t e c h a r a c t e r i z a t i o n . I t h i n k t h a t ' s t h e 

assumption you're making from one l i n e of the 

t e s t i m o n y which Dr. Boneau does not agree was h i s 

s t a t e m e n t . 

So l e t ' s make s u r e t h a t i s on the r e c o r d , 

t h a t you're making t h e statement t h a t i t ' s 60 a c r e s . 

Dr. Boneau d i d not agree t h a t h i s s t a t e m e n t was i t was 

60 a c r e s . 

THE WITNESS: I d i d n ' t say i t was. I was 

j u s t s a y i n g , t he t e s t i m o n y t h a t ' s been f i l e d i n 

p r e v i o u s --

MR. STOVALL: I agree, but l e t ' s make i t 

c l e a r t h a t you're t a l k i n g as -- you're k i n d of s t a t i n g 

t h e s e as f a c t u a l , and Mr. H a l l asked Dr. Boneau, and I 

t h i n k he does not agree t h a t t h a t i s an a c c u r a t e 

c h a r a c t e r i z a t i o n of h i s s t a t e m e n t . So proceed w i t h 

t h a t . 

MR. HALL: Were you f i n i s h e d w i t h your 
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answer? 

THE WITNESS: B a s i c a l l y , y e s . 

Q. (BY EXAMINER CATANACH) I s t i l l h a v en't got 

t h e answer I need. Your p o s i t i o n i n t h i s c a s e i s t h a t 

-- do you want th e 320-acre s p a c i n g w i t h t h e a b i l i t y 

t o d r i l l more than one w e l l on a 1 60-acre — 

MR. STOVALL: -- per p r o r a t i o n u n i t would 

p r o b a b l y be a c l e a r e r way to determine --

Q. (EXAMINER CATANACH) E x a c t l y what i s your 

p o s i t i o n ? Do you d i s a g r e e w i t h the 3 2 0 - a c r e s p a c i n g ? 

A. No. 

Q. Okay, you agree w i t h t h a t . You j u s t want 

the a b i l i t y to d r i l l more than one w e l l per 160? 

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

Q. And how many w e l l s would you propose? 

A. However many i t would t a k e to make up the 

a l l o w a b l e . I mean t h a t ' s the same as Dagger Draw. 

Q. So up to f o u r w e l l s ? 

A. Up to f o u r w e l l s to meet t h a t a l l o w a b l e . 

MR. HALL: Mr. Examiner, i f I might 

c l a r i f y . I n r e s p o n s e to an e a r l i e r q u e s t i o n from me, 

he t e s t i f i e d t h a t we're s e e k i n g a p r o v i s i o n l i k e t h a t 

i n R u l e 22 of Order R-5353, which a l l o w s two or more 

w e l l s . 

EXAMINER CATANACH: Does t h a t s t a t e two or 
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more w e l l s ? 

MR. HALL: Yes. 

EXAMINER CATANACH: Okay, T h a t ' s a l l I 

have. 

MR. HALL: Mr. Examiner, we would a l s o 

r e q u e s t t h a t you t a k e a d m i n i s t r a t i v e n o t i c e of t h e 

t e s t i m o n y i n c o n s o l i d a t e d c a s e s 10221 and 10222. The 

r e c o r d s i n t h o s e c a s e s w i l l speak f o r t h e m s e l v e s , but 

they tend t o e s t a b l i s h t h a t an i n c r e a s e i n d e n s i t y was 

n e c e s s a r y t o e f f e c t i v e l y and e f f i c i e n t l y d r a i n t h i s 

r e s e r v o i r . Y a t e s was a p a r t y to both of t h o s e c a s e s 

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

We're a l s o a s k i n g t h a t you t a k e n o t i c e of 

f i n d i n g No. 6 i n Order 5353, which showed t h a t 

v a r i a t i o n s among the r u l e s f o r the v a r i o u s a s s o c i a t e d 

p o o l s have r e s u l t e d i n an u n n e c e s s a r y a d m i n i s t r a t i v e 

burden on the O i l Commission. 

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

would o b j e c t t o your t a k i n g note of t h o s e . Y a t e s 

Petroleum i s p r e s e n t here today and can respond to any 

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

r e c o r d s t h a t might be i n c o n s i s t e n t w i t h a n y t h i n g 

p r e s e n t e d here today. 

I would note a l s o t h a t when you look a t 

t h o s e , i f you sh o u l d d e c i d e to do t h a t , t h a t you ought 
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to a l s o put them i n a h i s t o r i c a l context and determine 

when those statements were made, how much data was 

a v a i l a b l e on the r e s e r v o i r at t h a t time. 

And I think i n view of those 

c o n s i d e r a t i o n s , to simply sweep i n large masses of 

testimony i n a hearing where Dr. Boneau i s present 

here today and can respond to your questions would be 

inappropriate, and I o b j e c t . 

EXAMINER CATANACH: Yeah, I don't know that 

th a t information i n those two cases would be 

b e n e f i c i a l to me i n making a d e c i s i o n i n t h i s case. 

MR. HALL: In response, I would say same 

p a r t i e s , same r e s e r v o i r , same lawyers. I t ' s only two 

years old. 

MR. CARR: And I would suggest i t ' s a 

d i f f e r e n t pool, and t h a t ' s our concern. I t may not be 

the same r e s e r v o i r , and i t may not perform the same 

way. And I submit the people are present. I f Mr. 

H a l l has had any questions, he's had an opportunity to 

ask them. And I don't think we need to s t a r t sweeping 

large masses of information into the record i n t h i s 

proceeding. 

MR. STOVALL: Let me ask your witness one 

question, Mr. H a l l . 

EXAMINATION 
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BY MR. STOVALL: 

Q. Would you agree w i t h e i t h e r my sta t e m e n t , 

and I guess Dr. Boneau agreed w i t h i t , t h a t i f you go 

to l e s s dense s p a c i n g now, you can always i n c r e a s e the 

s p a c i n g l a t e r , i f n e c e s s a r y , when you've got more 

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

A. W e l l , you do t h a t anyways i n the n a t u r a l 

c o u r s e of development of your a c r e a g e . I mean, you 

s t a r t w i t h one w e l l . Then you d r i l l two and t h r e e , 

and you're l i m i t e d by how much ac r e a g e you have. 

Q. Um-hm. And I t h i n k you've a l r e a d y 

t e s t i f i e d , you get more i n f o r m a t i o n as you get more 

w e l l s ; i s t h a t c o r r e c t ? 

A. S i n c e we have a l i m i t e d amount of a c r e a g e 

i n t h i s p a r t i c u l a r p l a t , a t l e a s t l e s s a c r e a g e than 

Y a t e s Petroleum, we c o u l d v e r y e a s i l y d r i l l our l e a s e 

on a 160-acre s p a c i n g . 

I'm not s a y i n g t h a t — you o b v i o u s l y s t a r t 

d r i l l i n g 40's r i g h t o f f the b a t . Your second w e l l i s 

a 4 0 - a c r e o f f s e t to your f i r s t w e l l . But what I am 

s a y i n g i s t h a t once we r e a c h 160 a c r e s — once we've 

d r i l l e d up our ac r e a g e p o s i t i o n on 160 a c r e s , we 

s h o u l d n ' t have t o w a i t f o r Y a t e s t o do i t i f we can 

prove i t ' s not d r a i n i n g 160 a c r e s . 

Q. Couldn't you b r i n g an a p p l i c a t i o n of 
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changed r u l e s once you get some — l e t me ask you 

t h i s . I s your o b j e c t i v e to d r i l l w e l l s , or i s your 

o b j e c t i v e to recover o i l ? 

A. Our o b j e c t i v e i s to recover o i l . 

Q. A l l r i g h t . I think i n response to Mr. 

Carr, you s a i d you only want to d r i l l as many w e l l s as 

are necessary; i s th a t c o r r e c t ? 

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

Q. To recover the o i l ? Do you understand that 

there i s nothing i n the r u l e s that would p r o h i b i t you 

from bringing i n an a p p l i c a t i o n to i n c r e a s e the number 

of w e l l s allowed per pr o r a t i o n u n i t i f you determine 

that there i s a need for that i n order to e f f e c t i v e l y 

recover a l l of the o i l underlying your t r a c t ? 

A. Well, I think what Mr. May has t e s t i f i e d 

to, and I concur with, i s the f a c t t h a t the precedent 

has already been s e t i n the Dagger Draw area --

Q. Dr. Boneau has a l s o s t a t e d -- never mind 

what Dr. Boneau has s t a t e d . Would you agree that you 

could do that? 

A. Yes. 

MR. STOVALL: I mean, there ' s a 

disagreement with you -- I ' l l j u s t s t a t e t h a t what I 

think i s the disagreement, that there may be too much 

densit y up there, and should we repeat t h a t e r r o r i f 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

65 

t h a t ' s c o r r e c t , or should we f i n d out. 

I don't know t h a t t h a t ' s t r u e . I'm j u s t 

t e l l i n g you t h a t i f t h a t i s -- I t h i n k t h a t ' s what I 

heard some t e s t i m o n y to so -- I j u s t want to make s u r e 

you're aware t h a t i f i n f a c t you f i n d t h a t i t ' s 

n e c e s s a r y i n o r d e r t o r e c o v e r t h e o i l u n d e r l y i n g your 

t r a c t s , t h a t you don't have t o w a i t f o r Y a t e s t o 

develop t he a r e a to come back i n and r e q u e s t e i t h e r an 

e x c e p t i o n or a change from the r u l e s . I t h i n k i t ' s 

i m p o r t a n t t h a t Nearburg u n d e r s t a n d t h a t and r e c o g n i z e 

t h a t i t has some o p p o r t u n i t y to p r o t e c t i t s 

c o r r e l a t i v e r i g h t s i n t h a t way. 

THE WITNESS: Okay. 

MR. STOVALL: Assuming -- t h a t o b v i o u s l y 

has an assumption; i t ' s s o r t of an assumption i n i t , 

i f you go to l e s s dense s p a c i n g . I don't know t h a t 

t h a t ' s what the examiner w i l l do but -- I'm through. 

EXAMINER CATANACH: I guess we s t i l l 

h a ven't r e s o l v e d the q u e s t i o n of t a k i n g a d m i n i s t r a t i v e 

n o t i c e , have we? I t h i n k i n the n a t u r a l c o u r s e of 

w r i t i n g t h i s o r d e r , some d e t a i l s of the p r e v i o u s c a s e 

may be t a k e n i n t o c o n s i d e r a t i o n . I don't know how 

much d e t a i l or r e v i e w I want to s u b j e c t t h o s e two c a s e 

f i l e s t o . 

MR. CARR: Mr. Catanach, I t h i n k you can 
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always t a k e n o t i c e as the examiner of Commission 

r e c o r d s . My o b j e c t i o n i s not to t h a t . I t ' s t o t h e 

sweeping i n l a r g e volumes of e v i d e n c e , and h o p e f u l l y 

by b r i n g i n g them i n , as Mr. H a l l i s a s k i n g you t o , 

they might be c o n s i d e r e d as p a r t of the r e c o r d i n t h i s 

c a s e , and I t h i n k t h a t would be i n a p p r o p r i a t e . 

EXAMINER CATANACH: Was the r e q u e s t t o 

i n c o r p o r a t e t he e v i d e n c e and t e s t i m o n y ? 

MR. HALL: You were asked to t a k e n o t i c e . 

MR. STOVALL: Mr. Examiner, I would p o i n t 

out t h a t i f you t a k e n o t i c e and r e v i e w t h o s e , you're 

not bound by f i n d i n g s t h a t were made i n t h o s e c a s e s 

e i t h e r . You can be aware of them and have t h a t i n 

your s t o r e of i n f o r m a t i o n w i t h o u t b e i n g bound by the 

c o n c l u s i o n s t h a t were r e a c h e d based upon t h a t r e c o r d . 

EXAMINER CATANACH: Okay. On t h a t p o i n t , I 

w i l l t a k e a d m i n i s t r a t i v e n o t i c e of t h e c a s e s and 

f i n d i n g No. 6 of the d e c r e e . 

MR. STOVALL: I n f a c t , a l l of the o r d e r s --

I would say i t would be a p p r o p r i a t e t o say t h a t i f 

you're going t o t a k e n o t i c e of them, you w i l l t a k e 

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

p o o l s which a r e i n t h a t s e r i e s of — 

MR. HALL: T h a t ' s a l l we have. 

EXAMINER CATANACH: A l l r i g h t . 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

67 

Mr. Bruce, do you have a n y t h i n g ? 

MR. BRUCE: No, s i r . 

EXAMINER CATANACH: Mr. K e l l a h i n ? 

MR. KELLAHIN: No, s i r . 

EXAMINER CATANACH: Would you l i k e t o make 

c l o s i n g s t a t e m e n t s ? 

MR. CARR: Not u n l e s s Mr. H a l l wants t o . 

MR. HALL: I have n o t h i n g t o add. 

EXAMINER CATANACH: Mr. Bru c e ? 

MR. BRUCE: The onl y t h i n g I would l i k e to 

say, Mr. Examiner, t h a t the p o s i t i o n of Santa Fe 

Energy i s t h a t any pool r u l e s t h a t a r e e n a c t e d s h o u l d 

be temporary f o r a p e r i o d of one y e a r . 

MR. HALL: We would concur. 

EXAMINER CATANACH: Any p o s i t i o n , Mr. 

K e l l a h i n ? 

MR. KELLAHIN: No, s i r . 

EXAMINER CATANACH: Okay. Good. 

MR. STOVALL: Mr. K e l l a h i n , i s Marathon's 

i n t e r e s t j u s t as an I n d i a n B a s i n o p e r a t o r ; i s t h a t a l l 

i t i s ? 

MR. KELLAHIN: Yes, t h a t ' s c o r r e c t . 

MR. STOVALL: And not i n t h i s a r e a ? Okay. 

EXAMINER CATANACH: Okay. There b e i n g 

n o t h i n g f u r t h e r i n t h i s c a s e , Case 10748 w i l l be tak e n 
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