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WHEREUPON, the f o l l o w i n g proceedings were had a t 

8:58 a.m.: 

EXAMINER CATANACH: At t h i s time I w i l l c a l l Case 

12,681, which i s i n the matter of Case 12,681 being 

reopened pursuant t o the p r o v i s i o n s of D i v i s i o n Order No. 

R-11,680, which order promulgated temporary s p e c i a l pool 

r u l e s f o r the Big Dog-Atoka Pool i n Lea County, New Mexico, 

i n c l u d i n g p r o v i s i o n s f o r 80-acre spacing u n i t s and 

designated w e l l l o c a t i o n s . 

C a l l f o r appearances i n t h i s case. 

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

W i l l i a m F. Carr w i t h the Santa Fe o f f i c e of Holland and 

Hart, L.L.P. We represent Yates Petroleum Corporation i n 

t h i s matter, and I have one witness. 

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

MR. BRUCE: Mr. Examiner, Jim Bruce of Santa Fe, 

re p r e s e n t i n g Devon Energy Production Company. I have no 

witnesses. 

EXAMINER CATANACH: Any a d d i t i o n a l ? 

W i l l the witness please stand t o be sworn in? 

(Thereupon, the witness was sworn.) 

MR. CARR: Mr. Examiner, as the evidence w i l l 

show, i n 2001 Yates Petroleum Corporation d r i l l e d i t s Big 

Bear ATN Well Number 2. The w e l l was i n i t i a l l y d r i l l e d t o 

t e s t the Strawn and the Morrow forma t i o n , but they made an 
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o i l w e l l i n the Atoka. This was the only o i l w e l l i n t h a t 

f o r m a t i o n f o r more than 20 miles. And what they 

encountered and have discovered i s r e a l l y a one-well Atoka 

o i l p o o l . 

They came before you t h a t year, presented a case 

t o Mr. Stogner seeking s p e c i a l pool r u l e s and a t t h a t time 

estimated, based on i n i t i a l w e l l data, t h a t the w e l l would 

d r a i n approximately 74 acres. 

An order was entered approving temporary pool 

r u l e s . 

We're here today t o show t h a t adoption of those 

pool r u l e s on a permanent basis i s j u s t i f i e d by the w e l l ' s 

performance d u r i n g the p e r i o d of time since the i n i t i a l 

r u l e s were adopted. 

DAVID F. BONEAU. 

the witness h e r e i n , a f t e r having 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 : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e your name f o r the record, please? 

A. David Francis Boneau. 

Q. Dr. Boneau, where do you reside? 

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

Q. By whom are you employed? 

A. Yates Petroleum Corporation. 

STEVEN T. BRENNER, CCR 
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Q. And what i s your p o s i t i o n w i t h Yates Petroleum 

Corporation? 

A. I t ' s c a l l e d engineering manager. 

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 e New 

Mexico O i l Conservation D i v i s i o n ? 

A. Yes, s i r . 

Q. At the time of t h a t testimony, were your 

c r e d e n t i a l s as an expert i n petroleum engineering accepted 

and made a matter of record? 

A. Yes, they were. 

Q. Are you f a m i l i a r w i t h the s t a t u s of the Yates Big 

Bear ATN Well Number 2? 

A. Yes, s i r , I am. 

Q. Were you the engineering witness t h a t t e s t i f i e d 

i n t he case when the temporary pool r u l e s were adopted? 

A. I was t h a t witness, yes, s i r . 

Q. Are you prepared t o review the h i s t o r y of t h a t 

w e l l and make recommendations t o the Examiner on the 

establishment of permanent rules? 

A. Yes, s i r . 

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) Dr. Boneau, would you r e f e r t o 

what has been marked f o r i d e n t i f i c a t i o n as Yates Petroleum 

STEVEN T. BRENNER, CCR 
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Corporation E x h i b i t Number 1, and using t h i s e x h i b i t 

provide Examiner Catanach w i t h a summary of the h i s t o r y of 

both t h i s w e l l and the temporary pool rules? 

A. Yes, you d i d q u i t e a l i t t l e b i t of t h a t , but I ' l l 

do a l i t t l e more. 

So we're seeking — We t h i n k t h a t t he temporary 

r u l e s m a g i c a l l y are going t o work and they should be made 

permanent. This i s a one-well pool and produces from a 

s i x - f o o t Atoka i n t e r v a l a t 11,878 t o -82 f e e t . 

At the f i r s t hearing, i n June of 2001, the 

temporary r u l e s t h a t r e s u l t e d s a i d t h a t the spacing u n i t 

should be 80 acres. There's allowance made f o r a second 

w e l l on the u n d r i l l e d 40, which we don't need i n t h i s case. 

The setbacks were 330 f e e t , and the o i l allowable was set 

a t a depth bracket number of 445 b a r r e l s of o i l per day. 

At t h a t time, l i k e Mr. Carr s a i d , I estimated 

based on — I don't know, three weeks or f i v e weeks or 

something of production — t h a t the w e l l would d r a i n 74 

acres. 

We now have two and a h a l f or so years of r e a l 

data, and the w e l l has produced a t almost 75,000 b a r r e l s of 

o i l and i s s t i l l producing 32 b a r r e l s of o i l a day. So i t 

has t u r n e d out t o be a p r e t t y s u b s t a n t i a l w e l l . 

And e s s e n t i a l l y what I'm here t o do i s , I've 

r e c a l c u l a t e d the drainage area, and t h a t ' s b a s i c a l l y what 
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(505) 989-9317 



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 

8 

you're going t o hear. 

According t o those r e c a l c u l a t i o n s , those 75,000 

b a r r e l s t h a t have been produced t o date have drained 

approximately 7 3 acres, and the u l t i m a t e drainage area of 

the Big Bear, I estimate now, i s 94 acres. So the o r i g i n a l 

74 wasn't a l l t h a t bad. 

So now we have r e a l data on which t o say 80-acre 

spacing i s reasonable and we t h i n k t h a t there's good reason 

t o j u s t take the temporary r u l e s and make them permanent. 

Q. Dr. Boneau, would you go t o E x h i b i t Number 2, 

i d e n t i f y and review t h i s , please? 

A. E x h i b i t Number 2 has a l o t of y e l l o w i n i t , but 

i t shows Section 29 of 15-3 5 i n Lea County, and the 8 0 

acres t h a t i s the spacing u n i t of the Big Bear and i s also 

the pool boundary of t h i s Big Dog-Atoka O i l Pool i s shown 

w i t h a — i s surrounded w i t h a black r e c t a n g l e . 

Yates i s the operator of the whole s e c t i o n . You 

see t h e r e are three w e l l s i n the s e c t i o n : 

A dry hole, Big Bear Number 1, 

Up i n the n o r t h i s a w e l l c a l l e d Barry. I t ' s a 

q u i t e poor Permo-Penn o i l producer. 

And then the Big Bear w e l l i s shown a t i t s 

l o c a t i o n . 

Q. Dr. Boneau, i s the ownership common i n a l l zones 

i n Section 29? 

STEVEN T. BRENNER, CCR 
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A. A c t u a l l y — Well, the t r u t h i s , t he n o r t h h a l f of 

Section 29 has d i f f e r e n t owners than the south h a l f of 

Section 29. The d e t a i l s are not a l l t h a t r e l e v a n t , but i n 

the south h a l f of 29 the ownership i s common i n a l l 

i n t e r v a l s . 

Q. And when the case was o r i g i n a l l y heard, n o t i c e 

was provided i n accordance w i t h D i v i s i o n Rules t o a l l 

a f f e c t e d o f f s e t t i n g i n t e r e s t owners; i s t h a t r i g h t ? 

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

Q. I n c l u d i n g Devon? 

A. I n c l u d i n g Devon, yes. 

Q. Let's go t o E x h i b i t Number 3. Would you i d e n t i f y 

and review t h a t ? 

A. Now what we have i s j u s t data on the w e l l l e a d i n g 

t o t he — my drainage c a l c u l a t i o n s , and i t ' s a s e r i e s of 

e x h i b i t s . So E x h i b i t 3 i s a t a b u l a r l i s t i n g of t h e 

pr o d u c t i o n from the Atoka formation i n the Big Bear Number 

2 from the i n i t i a l s t a t u s of the w e l l i n May of 2001, up 

through November of 2003. And i t shows o i l p r o d u c t i o n , gas 

pr o d u c t i o n , water production. Not very much water 

p r o d u c t i o n . And the o i l production s t a r t e d above 200 

b a r r e l s a day and d r i f t e d down, and i n the l a s t month i t 

made 32 b a r r e l s of o i l a day. 

Q. The important column on t h i s e x h i b i t i s the o i l 

p r o d u c t i o n — 
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A. I s b a r r e l s of o i l produced, yes, s i r . 

Q. I f we go t o the gas column, there's some zeroes 

t h e r e . Really, the numbers i n the gas column are a f f e c t e d 

by market — those zeroes are over marketing issues; i s n ' t 

t h a t r i g h t ? 

A. Yes, the w e l l r e a l l y d i d produce some gas d u r i n g 

September, October, November, 2001, and these are the 

o f f i c i a l numbers, and — 

Q. Okay. But these are the numbers t h a t were 

a c t u a l l y r e p o r t e d on the w e l l f o r those months? 

A. These are the numbers we got pai d f o r , and these 

are the numbers t h a t are reported, yes, s i r . 

Q. Let's go t o E x h i b i t 4. What i s t h i s ? 

A. E x h i b i t 4 i s a — I would c a l l i t a p r o d u c t i o n 

p l o t w i t h some d e c l i n e curves drawn on i t . The symbols — 

the l i t t l e squares t h a t are green are the o i l p r o d u c t i o n , 

and t h a t ' s r e a l l y what we're c o n c e n t r a t i n g on. There's 

been some gas production and a l i t t l e b i t of water, but the 

o i l i s the s i g n i f i c a n t product t h a t we s e l l and hope t o 

make some money on. 

So the o i l production, l i k e — Well, the p l o t 

m i r r o r s the t a b l e , obviously, and the o i l p r o d u c t i o n has 

de c l i n e d s t e a d i l y from over 200 b a r r e l s a day down t o about 

3 0 b a r r e l s a day. But i t has — I t ' s produced a l o t of o i l 

i n two years. 

STEVEN T. BRENNER, CCR 
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Q. A l l r i g h t , l e t ' s go t o E x h i b i t 5. Would you 

f i r s t i d e n t i f y what t h i s i s and then review the important 

f i g u r e s and numbers depicted thereon? 

A. E x h i b i t 5 i s the output from an economics d e c l i n e 

curve k i n d of program, but i t s purpose i s t o put 

q u a n t i t a t i v e numbers t o the d e c l i n e curve t h a t was on the 

previous e x h i b i t . And I t h i n k there's only one number, 

r e a l l y , on the whole t h i n g t h a t ' s t o t a l l y r e l e v a n t , and 

t h a t ' s my p r e d i c t i o n , based on the d e c l i n e curve t h a t ' s 

shown on the previous e x h i b i t , i s t h a t the u l t i m a t e 

recovery from t h i s w e l l w i l l be 96,527 b a r r e l s , almost 

100,000 b a r r e l s . 

Q. What i s E x h i b i t 6? 

A. And E x h i b i t 6 i s another piece we need f o r t h i s 

drainage area. A c t u a l l y , E x h i b i t 6 i s a repeat of the l o g 

of the w e l l t h a t was shown a t the o r i g i n a l h e aring, and i t 

j u s t shows t h a t the Atoka zone a t 11,880 f e e t , 

approximately, i s about s i x f e e t t h i c k . I t ' s p r e t t y t h i n 

but i t ' s — and i t ' s good p o r o s i t y . Anyway, i t — the l o g 

shows the d e t a i l s of what we know about t h a t rock t h a t ' s 

producing down th e r e . 

And then E x h i b i t — i s i t 7? 

Q. Yes. 

A. — i s a t a b l e c o n v e r t i n g t h a t l o g data i n t o what 

I c a l l hydrocarbon pore volume, so how much empty space 

STEVEN T. BRENNER, CCR 
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t h e r e i s i n t h a t Atoka zone t o hold the o i l , and a t the 

lower l e f t corner [ s i c ] i s the answer, i t ' s .06731 [ s i c ] , 

i s my estimate of the hydrocarbon pore volume t h a t ' s — of 

the f e e t of hydrocarbon pore volume a v a i l a b l e a t the 

we l l b o r e of t h i s w e l l , and we b l i t h e l y assume t h a t i t ' s a 

pancake r e s e r v o i r and do some c a l c u l a t i o n s . 

Q. And t h i s e x h i b i t was also presented i n the 

o r i g i n a l hearing, was i t not? 

A. This e x h i b i t i s a repeat from the o r i g i n a l 

h earing, yes, s i r . 

Q. Let's go t o Yates E x h i b i t Number 8, and I ' d ask 

you t o work through the i n f o r m a t i o n shown on t h i s E x h i b i t . 

A. E x h i b i t 8 i s various pieces put to g e t h e r i n t o a 

c a l c u l a t i o n of the drainage area and a l l h o p e f u l l y standard 

s t u f f . 

Item number 1 l i s t s the equation f o r the o i l i n 

place. 

Item number 2 repeats the r e s u l t s of our l o g 

c a l c u l a t i o n , hydrocarbon pore volume .678. 

Item 3 concerns the formation volume f a c t o r of 

the o i l . I t ' s the f a c t o r t h a t r e l a t e s the volume occupied 

by o i l i n the ground t o the volume occupied by the o i l on 

the surface, and you use a standard t h i n g c a l l e d standing 

c o r r e l a t i o n s t o get t h a t . That f a c t o r i s 1.28. 

And then you need t o estimate how much of the o i l 

STEVEN T. BRENNER, CCR 
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i n place you're a c t u a l l y going t o recover, and a bunch of 

people have done computer simulations t o estimate t h a t i n 

var i o u s c o n d i t i o n s , and I reference i n item number 4 a 1957 

paper, but i t ' s s t i l l the c l a s s i c paper t o gi v e you the 

answer t o t h a t . 

And the estimate i s t h a t you're r e c o v e r i n g about 

25 percent of the o i l i n place. 

So then i n item 5 you put a l l those numbers 

together i n t o the equation, and the answer i s 93.9 acres, 

or e s s e n t i a l l y 94 acres t h a t the w e l l w i l l d r a i n . 

So my estimate i s t h a t i t ' s drained 70-some 

acres, and e v e n t u a l l y i t w i l l d r a i n about 94 acres. And I 

consider those numbers co n s i s t e n t w i t h 80-acre spacing and 

t h i n k t h a t the temporary r u l e s are working and should j u s t 

be l e f t alone — or be made permanent, a c t u a l l y . 

Q. I n your o p i n i o n , w i l l adoption of these r u l e s on 

a permanent basis be i n the best i n t e r e s t s of conservation, 

the 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, s i r . 

Q. Were E x h i b i t s 1 through 8 prepared by you or 

compiled under your d i r e c t i o n ? 

A. Yes, they were. 

MR. CARR: May i t please the Examiner, a t t h i s 

time we would move the admission i n t o evidence of Yates 

STEVEN T. BRENNER, CCR 
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Petroleum Corporation E x h i b i t s 1 through 8. 

EXAMINER CATANACH: E x h i b i t s 1 through 8 w i l l be 

admitted. 

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

of Dr. Boneau. 

EXAMINER CATANACH: Mr. Bruce, do you have any 

questions? 

MR. BRUCE: No, I have no questions. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Boneau, how do you guys know the l i m i t s of 

t h i s r e s e r v o i r ? Or how do you know t h i s i s j u s t b a s i c a l l y 

a one-well pool? 

A. We do not know — I do not know i f the pool 

extends beyond the 94 acres t h a t t h i s w e l l w i l l d r a i n . 

I t ' s e n t i r e l y p o s s i b l e t h a t i t extends — I t h i n k t h a t i t 

covers something l i k e , you know, 80 or 100 acres. I do not 

know i f i t i s e x a c t l y t h a t r e c t a n g l e t h e r e . You know, i t 

i s some 80 acres, some 94 acres, and i t i s e n t i r e l y 

p o s s i b l e t h a t another w e l l could be d r i l l e d nearby t h a t 

would encounter a connected p a r t of the same r e s e r v o i r . 

A l l I know i s t h a t t h i s one w e l l i s d r a i n i n g about — I say 

94 acres, but about 8 0 acres. 

There could be — I would not be s u r p r i s e d i f 

Yates d r i l l e d another w e l l l o o k i n g a t an extension of t h i s 

STEVEN T. BRENNER, CCR 
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a t some p o i n t . I mean, we know i t does not e x i s t a t the 

Big Bear 1 l o c a t i o n , you know, we know i t does not e x i s t up 

i n the n o r t h , but there's room f o r t h r e e or f o u r or s i x 

more w e l l s a t the — i f you want t o be r e a l l y o p t i m i s t i c . 

Q. So Yates may, i n f a c t , d r i l l some more well s ? 

A. Yates may, i n f a c t , d r i l l some more w e l l s , and we 

would t h i n k t h a t these r u l e s would be a p p l i c a b l e t o t h a t , 

would be a reasonable place t o s t a r t f o r those w e l l s . 

Q. This Atoka o i l i s k i n d of an anomaly i n t h i s 

area, i s n ' t i t ? 

A. I t ' s the only one I know of. We were amazingly 

s u r p r i s e d , and I'm — I mean, everybody i s happy, but 

su r p r i s e d t h a t i t ' s turned out t o be t h i s good. When we 

found i t , we thought i t might be a two-day wonder or 

something and j u s t disappear, but i t has not. I t ' s 

produced s t e a d i l y f o r going on thr e e years now and looks 

l i k e i t ' s a r e a l r e s e r v o i r . 

Q. And i t ' s a s o l u t i o n gas as f a r as you can t e l l ? 

A. Yes, there's no sign t h a t i t ' s anything other 

than t h a t . 

Q. How long w i l l i t u l t i m a t e l y take t o recover the 

96,000 b a r r e l s ? 

A. The c a l c u l a t i o n s say t h a t the w e l l w i l l produce 

economically through 2009. 

Q. Okay. I s i t economic t o d r i l l these w e l l s a t 
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t h a t recovery? 

A. Yes, i t would be. 100,000 b a r r e l s f o r a m i l l i o n -

d o l l a r w e l l would be economic, yes, s i r . 

Q. And apparently i t ' s not — there's no other 

producing horizon i n t h i s w e l l , r i g h t ? 

A. No, t h a t ' s not t r u e . 

Q. There is? 

A. Yeah, t h i s w e l l i s commingled w i t h two other 

zones, and i t ' s commingled w i t h a poor Morrow zone and a 

poor Permo-Penn zone, and — w e l l , I d i d n ' t t h i n k t h a t — I 

mean, I hope t h a t t h a t ' s not r e a l l y a l l t h a t r e l e v a n t , 

o ther than i n f o r m a t i o n . But on E x h i b i t 3, the t a b l e w i t h 

t h e goofy gas production, i n A p r i l and May of 2002, a 

couple inches down th e r e , the numbers go from 3000's t o 

300's — 

Q. Uh-huh. 

A. — and t h a t ' s when these other two zones were 

added and the w e l l was commingled, and the a l l o c a t i o n 

f a c t o r s , you know, look l i k e they're not the best t o me, 

a c t u a l l y . But the a l l o c a t i o n kicked i n i n A p r i l , 2002, and 

i t looks l i k e some of the gas from the Atoka i s being 

assigned t o the other zones, i s what i t r e a l l y looks l i k e . 

But anyway, i n A p r i l of 2002 a Morrow zone and a 

Permo-Penn zone were opened, and those two, along w i t h the 

Atoka, the th r e e zones are producing commingled. 
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I t h i n k i t ' s c l e a r from the continuous good o i l 

p r o d u c t i o n from the Atoka zone t h a t the Atoka i s producing 

90-some percent of the hydrocarbons from t h i s w e l l , from 

the t h r e e zones. 

I d i d n ' t b r i n g any numbers on the other zones. 

But t hey're small, i s what I'm — 

Q. Uh-huh. 

A. — t e l l i n g you. Obviously we could look them up 

t o g e t h e r . I could get them f o r you i f t h a t ' s a p p r o p r i a t e . 

Q. Well, l e t me j u s t ask you t h i s . The Permo-Penn 

and the Morrow, are they producing any o i l as f a r as you 

know? 

A. The Morrow i s producing no o i l , the Permo-Penn i s 

producing 5 or 10 a month, b a r r e l s , a t i n y b i t , or a t l e a s t 

according t o the a l l o c a t i o n i t i s a l l o c a t e d a t i n y b i t of 

o i l . 

Q. So you t h i n k the a l l o c a t i o n of o i l w i t h i n t h i s 

w e l l b o r e i s accurate? 

A. I t h i n k i t i s accurate, and I t h i n k t h a t i s borne 

out by the f a c t t h a t the o i l d e c l i n e curve or the o i l 

p r o d u c t i o n r a t e , you know, i s a continuous curve t h a t ' s 

u n a f f e c t e d by the change from counting e x a c t l y the Atoka 

numbers t o go i n t o the a l l o c a t i o n t h i n g . 

So the o i l production i s a continuous d e c l i n e , 

and t h a t means t h a t the o i l a l l o c a t i o n i s c o r r e c t . 
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EXAMINER CATANACH: Okay, I don't have any more 

questions. 

MR. CARR: Mr. Catanach, t h a t concludes our 

p r e s e n t a t i o n i n t h i s case. 

EXAMINER CATANACH: Okay, t h e r e being n o t h i n g 

f u r t h e r , Case Number 12,681 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

9:20 a.m.) 
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