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1 EXAMINER MORROW: C a l l Case #10108. T h i s 

2 i s t h e a p p l i c a t i o n of Yates P e t r o l e u m C o r p o r a t i o n t o 

3 amend t h e s p e c i a l p o o l r u l e s f o r t h e South Dagger 

4 Draw-Upper P e n n s y l v a n i a n A s s o c i a t e d P o o l , Eddy County, 

5 New Mexico . 

6 C a l l f o r appearances. 

7 MR. CARROLL: Mr. Examiner, my name i s 

8 E r n e s t C a r r o l l of the A r t e s i a Law F i r m of Losee, 

9 Carson, Haas & C a r r o l l . I'm here r e p r e s e n t i n g t h e 

10 A p p l i c a n t , Yates P e t r o l e u m , and I w i l l have t h r e e 

11 w i t n e s s e s . 

12 MR. BRUCE: Mr. Examiner, my name i s Jim 

13 Bruce from t h e H i n k l e Law F i r m , r e p r e s e n t i n g Santa Fe 

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

15 and w i l l p r e s e n t no t e s t i m o n y . 

16 EXAMINER MORROW: A l l r i g h t . W i l l t h e 

17 w i t n e s s e s p l e a s e s t a n d and be sworn a t t h i s t i m e . 

18 KATHY PORTER 

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

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

21 EXAMINATION 

22 BY MR. CARROLL: 

23 Q. Would you p l e a s e s t a t e your name and 

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

25 A. My name i s Kathy P o r t e r . I'm employed as a 
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1 landman by Yates Petroleum C o r p o r a t i o n . 

2 Q. Have you t e s t i f i e d before t h i s Commission 

3 as a petroleum landman at p r i o r hearings? 

4 A. Yes, I have . 

5 Q. And your c r e d e n t i a l s have been accepted as 

6 a p r o f e s s i o n a l petroleum landman? 

7 A. Yes , they have . 

8 MR. CARROLL: I tender Ms. Porter as an 

9 expert witness i n the area of petroleum land work. 

10 EXAMINER MORROW: We accept her 

11 q u a l i f i c a t i o n s . 

12 Q. Ms. P o r t e r , are you f a m i l i a r w i t h the 

13 a p p l i c a t i o n t h a t Yates Petroleum has f i l e d i n t h i s 

14 cause number? 

15 A. Y e s , I am. 

16 Q. Would you b r i e f l y s t a t e what the purpose of 

17 t h a t a p p l i c a t i o n i s ? 

18 A. I n Case 10108, Yates Petroleum Co r p o r a t i o n 

19 seeks a r e v i s i o n of the s p e c i a l r u l e s and r e g u l a t i o n s 

20 f o r the South Dagger Draw-Upper Pennsylvanian 

21 Associated Pool as set by D i v i s i o n Order No. 5353 as 

22 amended, t o provide t h a t each w e l l be located no 

23 c l o s e r than 660 f e e t to the outer boundary of the 

24 p r o r a t i o n u n i t , nor c l o s e r than 330 f e e t to any 

25 q u a r t e r - q u a r t e r s e c t i o n or s u b d i v i s i o n inner boundary, 
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1 t o increase the g a s / o i l r a t i o t o 10,000 cubic f e e t of 

2 gas f o r each b a r r e l of o i l , and f o r a s p e c i a l depth 

3 a l l o w a b l e f o r o i l w e l l s on a 320-acre p r o r a t i o n u n i t 

4 of 700 b a r r e l s of o i l per day. 

5 Q. Ms. P o r t e r , have you prepared a land p l a t 

6 showing the South Dagger Draw F i e l d i n r e l a t i o n t o the 

7 North Dagger Draw F i e l d and w i t h respect t o the areas 

8 wherein Yates was re q u i r e d t o give n o t i c e ? 

9 A. That's c o r r e c t , E x h i b i t No. 1. 

10 Q. A l l r i g h t . Would you please describe the 

11 colored l i n e s ? And ther e are, a p p a r e n t l y , two c o l o r s 

12 of dots t h a t are shown w i t h respect to the w e l l s . 

13 Would you e x p l a i n those t o the Examiner? 

14 A. Yes. E x h i b i t No. 1 i s the land p l a t of the 

15 area t h a t contains the Dagger Draw pools i n Eddy 

16 County, New Mexico. The green o u t l i n e to the n o r t h 

17 r e f l e c t s the boundaries of the North Dagger Draw-Upper 

18 Pennsylvanian Associated Pool. The red o u t l i n e 

19 d e f i n e s the South Dagger Draw p o o l . 

20 The red dots show the Yates Petroleum 

21 C o r p o r a t i o n operated w e l l s t h a t are i n the South 

22 Dagger Draw Pool. The one-mile boundary around t h i s 

23 South Pool i s shown i n y e l l o w . 

24 Blue dots are w e l l s operated by other 

25 companies w i t h i n the South Dagger Draw Pool or w i t h i n 
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1 the one-mile boundary. A l l operators and unleased 

2 mineral owners w i t h i n t h i s area were given 

3 n o t i f i c a t i o n of our a p p l i c a t i o n . 

4 MR. CARROLL: Mr. Examiner, p r i o r t o t h i s 

5 hearing we d i d f i l e the re q u i r e d c e r t i f i c a t e of 

6 m a i l i n g i n compliance w i t h Rule 12-07, and t h a t should 

7 be on f i l e along w i t h the copies of the l e t t e r s and 

8 the green cards, r e t u r n r e c e i p t cards. 

9 Q. With respect t o t h i s n o t i c e t h a t was sent 

10 out, Ms. P o r t e r , were any waivers a c t u a l l y received 

11 from the persons t h a t were r e q u i r e d t o be given 

12 notice? 

13 A. We have a c t u a l l y received w r i t t e n waivers 

14 from f o u r of the p a r t i e s t h a t were n o t i f i e d . These 

15 p a r t i e s are Conoco, Cathy Cone Auvenshine, C l i f f o r d 

16 Cone and the D. C. T r u s t . 

17 Q. Conoco i s the only other o p e r a t o r , i s i t 

18 n o t , of the w e l l s i n t h i s area? 

19 A. Wi t h i n the p o o l , yes. 

20 MR. CARROLL: Mr. Examiner, I have f o r the 

21 f i l e at t h i s time the four o r i g i n a l waivers which Ms. 

22 Porter j u s t spoke o f . 

23 Q. With respect to the other p a r t i e s l i s t e d 

24 which were operators on t h a t l i s t which was pa r t of 

25 the c e r t i f i c a t e of m a i l i n g , and they are the Graham 
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1 Royalty, the Estate of Kathleen Cone, Kenneth G. Cone, 

2 Texas O i l & Gas and McKay O i l C o r p o r a t i o n , have you 

3 received any correspondence i n r e t u r n f o r your n o t i c e s 

4 which were mailed to them? 

5 A. No, we have not. 

6 Q. You're not aware of any o p p o s i t i o n from 

7 those p a r t i e s , though, are you? 

8 A. No, I'm not. 

9 Q. With respect to the s p e c i f i c r u l e s which 

10 Yates i s wishing t o have amended, could you go over 

11 those and l i s t them f o r the Examiner? 

12 A. These two Dagger Draw pools are c u r r e n t l y 

13 operated under separate r u l e s and r e g u l a t i o n s by a 

14 s e r i e s of Orders, R-4691 and R-5565. The Commission 

15 had e s t a b l i s h e d s p e c i a l r u l e s and r e g u l a t i o n s f o r the 

16 North Dagger Draw Pool t h a t covered, among other 

17 t h i n g s , 160-acre spacing a l l o w a b l e of 350 b a r r e l s of 

18 o i l per day, and a g a s / o i l r a t i o of 10,000 cubic 

19 f e e t . 

20 I n January 1977, the Commission, i n t h e i r 

21 Orders R-5353 and R-5353-A, set s p e c i a l r u l e s and 

22 r e g u l a t i o n s f o r the South Dagger Draw. I n p a r t , these 

23 r u l e s set out 320-acre spacing, an al l o w a b l e of 267 

24 b a r r e l s of o i l per day, and the g a s / o i l r a t i o was set 

25 at 8,000 cubic f e e t . 
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1 I n the g e o l o g i c a l and engineering testimony 

2 to be given today, we w i l l show t h a t the North Dagger 

3 Draw and the South Dagger Draw Associated Pools are 

4 a c t u a l l y one p o o l . The pool r u l e s are d r a m a t i c a l l y 

5 d i f f e r e n t . 267 b a r r e l s of o i l per day on the 

6 320-spacing i n the south compared t o 350 b a r r e l s of 

7 o i l per day al l o w a b l e on the 160-spacing i n the 

8 n o r t h . 

9 We do b e l i e v e the two pools are a c t u a l l y 

10 one r e s e r v o i r and should be governed by one set of 

11 r u l e s . Our testimony w i l l show t h a t t h e r e ' s no reason 

12 not to t r e a t these two pools e q u a l l y . 

13 Q. So b a s i c a l l y , the purpose of t h i s 

14 a p p l i c a t i o n of Yates today i s t o b r i n g these two pools 

15 under a l i k e set of r u l e s , one set of r u l e s , r a t h e r 

16 than the d i f f e r i n g r u l e s which now e x i s t ? 

17 A. Right. We want to amend the r u l e s f o r the 

18 South Dagger Draw Pool to be e s s e n t i a l l y the same as 

19 the r u l e s f o r the North Dagger Draw Pool, w i t h o u t down 

2 0 spac ing . 

21 Q. I n your o p i n i o n , would the g r a n t i n g of t h i s 

22 a p p l i c a t i o n be i n the i n t e r e s t of c o n s e r v a t i o n , 

23 p r o t e c t c o r r e l a t i v e r i g h t s and prevent waste? 

24 A. Yes. 

25 MR. CARROLL: I have no other questions of 
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1 t h i s p a r t i c u l a r w i t n e s s . T would move t h e a d m i s s i o n 

2 of her E x h i b i t 1 . 

3 EXAMINER MORROW: E x h i b i t 1 i s a d m i t t e d . 

4 I don ' t b e l i e v e I have any q u e s t i o n s . The 

5 w i t n e s s may be excused. 

6 MR. CARROLL: We would n e x t c a l l Denise 

7 F l y . 

8 DENISE FLY 

9 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 

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

11 EXAMINATION 

12 BY MR. CARROLL: 

13 Q. Would you p l e a s e s t a t e your f u l l name, 

14 o c c u p a t i o n , and by whom you'r e employed f o r t h e 

15 r e c o r d ? 

16 A. My name i s Denise F l y . I'm a g e o l o g i s t 

17 w i t h Yates P e t r o l e u m C o r p o r a t i o n . 

18 Q. Have you p r e v i o u s l y t e s t i f i e d and had your 

19 c r e d e n t i a l s accepted as an e x p e r t i n t h e f i e l d of 

20 p e t r o l e u m g e o l o g y by t h i s Commission? 

21 A. Yes, I have. 

22 MR. CARROLL: I would t e n d e r Ms. F l y as an 

23 e x p e r t i n t h e f i e l d of g e o l o g y . 

24 EXAMINER MORROW: She's a c c e p t e d . 

25 Q. Ms. F l y , y o u ' r e here i n s u p p o r t of t h e 

CUMBRE COURT REPORTING 
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1 a p p l i c a t i o n which Yates has f i l e d i n t h i s cause 

2 number, are you not? 

3 A. Yes. 

4 Q. In p r e p a r a t i o n f o r t h i s h e a r i n g , you have 

5 prepared f o r t h i s hearing two e x h i b i t s , have you not? 

6 A. Y e s , s i r . 

7 Q. Would you please, s t a r t i n g w i t h your 

8 E x h i b i t No. 2 which I have placed on the wall--and i f 

9 you need t o go up and help e x p l a i n them--would you 

10 please s t a r t w i t h t h a t ? And I guess you might want t o 

11 give an overview of the geologic makeup t h a t we have 

12 out here i n the South Dagger Draw. And please do i t 

13 as you f e e l most c o m f o r t a b l e . 

14 A. Okay. F i r s t of a l l I would l i k e to s t a t e a 

15 l i t t l e b i t about the w e l l s i t e work I've done i n these 

16 two f i e l d s . I've set numerous w e l l s out t h e r e w i t h i n 

17 the past year and a h a l f , and both the Dagger Draw 

18 North and South f i e l d s seem t o e x h i b i t very s i m i l a r 

19 c h a r a c t e r i s t i c s i n regard t o sample and o i l and gas 

20 show parameters i n the r e s p e c t i v e pay i n t e r v a l s . 

21 L i t h o i o g i c a l l y they both are comprised of a 

22 c h a r a c t e r i s t i c t a n , s u c r o s i c dolomite (phonetic) which 

23 e x h i b i t s a well-developed medium c r y s t a l l i n e 

24 orthorhombic t e x t u r e i n the porous zones. 

25 Hydrocarbon shows i n both f i e l d s are 
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1 g e n e r a l l y c h a r a c t e r i z e d by a su b t l e but obvious gas 

2 kic k through the pay i n t e r e s t s . And E x h i b i t 2 i s my 

3 map. This e x h i b i t i s a map of both the Dagger Draw 

4 North and South o i l f i e l d s , and both f i e l d s can 

5 produce from a combined s t r a t i g r a p h i c and hydrodynamic 

6 t r a p c o n s i s t i n g of a band of porous and permeable 

7 dolomite p i n c h i n g out updip, which i s towards the west 

8 on t h i s map, i n t o a t i g h t - s e a l i n g l i m e s t o n e . 

9 Production i n both f i e l d s i s e s s e n t i a l l y 

10 i d e n t i c a l i n composition, composed i n v a r i o u s 

11 q u a n t i t i e s of a sweet o i l , sour gas and s u l f a water. 

12 The downdip producing l i m i t i s c o n s t r a i n e d by 

13 economics r e l a t e d to a s u b s t a n t i a l increase i n the 

14 water p r o d u c t i o n . There's no w a t e r - f r e e p r o d u c t i o n i n 

15 these two f i e l d s . However, the r e i s a 

16 hydrodynamically t i l t e d surface below which the 

17 dolomite r e s e r v o i r i s v i r t u a l l y a l l w a t e r f i l l e d . This 

18 w a t e r f i l l e d p a r t i s r e f e r r e d t o by Yates as the Big 

19 Water. 

20 Due to an eastward d i r e c t e d hydrodynamic 

21 water f l o w , the Big Water surface t i l t s predominantly 

22 i n the eastward d i r e c t i o n . The map shows a combined 

23 canyon dolomite s t r u c t u r e top and a top s t r u c t u r e top 

24 of the Big Water. 

25 The blue l i n e s show the s t r u c t u r a l 
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1 c o n f i g u r a t i o n of the dolomite d i p p i n g towards the east 

2 and i n 100-foot contours. And the red contour show 

3 the s t r u c t u r a l c o n f i g u r a t i o n of the t i l t e d Big Water 

4 surface i n a 50-foot contour i n t e r v a l . 

5 Both sets of contours are l i m i t e d on the 

6 east and west by zero dolomite pinchput l i n e s t h a t are 

7 shown the r e i n p u r p l e . The w e l l s t h a t are c i r c l e d on 

8 the map are canyon or deeper p e n e t r a t i o n , w i t h the 

9 g r e e n - h i g h l i g h t e d ones being canyon dolomite 

10 producers . 

11 I know i t ' s k ind of busy, but can you pick 

12 up a l l of t h a t ? 

13 EXAMINER MORROW: I d i d n ' t get i t a l l , but 

14 I got some. 

15 A. I would l i k e t o go on t o the next e x h i b i t . 

16 Q. That's f i n e . E x h i b i t No. 3. 

17 A. E x h i b i t No. 3 here i s a c r o s s - s e c t i o n t h a t 

18 adds a t h i r d dimension t o my map. I have t h i s 

19 h i g h l i g h t e d i n kind of--supposed t o be yello w here. 

20 I t should run along s t r i k e of the Dagger Draw South up 

21 t o the North f i e l d . 

22 I t does seem apparent i n t h i s c r o s s - s e c t i o n 

23 t h a t the r e s e r v o i r s i n both f i e l d s are a c t u a l l y one 

24 continuous l i t h o l o g i c a l l y i d e n t i c a l i n t e r v a l . Here i s 

25 my s t r u c t u r e of the Big Water. We tend t o p e r f o r a t e 
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1 above t h a t . 

2 Q. Okay, thank you. Ms. F l y , w i t h respect to 

3 the conclusions t h a t one can draw from these two 

4 e x h i b i t s t h a t you have prepared, what i s the basic 

5 c o n c l u s i o n t h a t one may draw w i t h respect t o the issue 

6 at hand as t o whether or not these North Dagger Draw 

7 and South Dagger Draw are one r e s e r v o i r ? 

8 A. Well , I f e e l l i k e t h i s map and 

9 c r o s s - s e c t i o n show t h a t both the North and South 

10 Dagger Draw o i l f i e l d s are i n the same r e s e r v o i r 

11 system, and the dolomite r e s e r v o i r i s continuous from 

12 the n o r t h t o the south as seen t h e r e i n the map, w i t h 

13 the same updip pinchout i n t o the impermeable 

14 limestone. 

15 Not only are the l i t h o l o g i c a l r e l a t i o n s h i p s 

16 the same i n both f i e l d s , but the f l u i d c h a r a c t e r i s t i c s 

17 are e s s e n t i a l l y the same, both q u a n t i t a t i v e l y and 

18 q u a l i t a t i v e l y . I n a d d i t i o n , Yates f e e l s t h a t the 

19 pressure regime i s the same i n both f i e l d s a l s o , and 

20 t h a t aspect w i l l be covered i n a l i t t l e more d e t a i l by 

21 our r e s e r v o i r engineer. 

22 Q. From a geologic s t a n d p o i n t , Ms. F l y , i s 

23 th e r e any evidence which would--any geologic evidence 

24 which would d i c t a t e against the Commission g r a n t i n g 

25 the a p p l i c a t i o n of Yates? 
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1 A. No. I don't see any. 

2 Q. With respect to the issue of the p r e v e n t i o n 

3 of waste, do you f e e l t h a t the g r a n t i n g of t h i s 

4 a p p l i c a t i o n would prevent waste? 

5 A. Yes. 

6 Q. With respect to the issue of the p r o t e c t i o n 

7 of c o r r e l a t i v e r i g h t s , do you f e e l t h a t the g r a n t i n g 

8 of t h i s a p p l i c a t i o n , at l e a s t from your p o i n t of view, 

9 a geologic s t a n d p o i n t , would the g r a n t i n g of t h i s 

10 a p p l i c a t i o n p r o t e c t c o r r e l a t i v e r i g h t s ? 

11 A. Yes, I f e e l t h a t way. 

12 Q. The two e x h i b i t s which you have t e s t i f i e d 

13 t o , E x h i b i t s 2 and 3, were those e x h i b i t s prepared by 

14 y o u r s e l f or under your d i r e c t i o n f o r p r e s e n t a t i o n 

15 here? 

16 A. Yes, they were. 

17 MR. CARROLL: Mr. Examiner, I would move 

18 the admission of E x h i b i t s 2 and 3. 

19 EXAMINER MORROW: E x h i b i t s 2 and 3 are 

20 accepted . 

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

22 of Ms. F l y , Mr. Examiner. 

23 EXAMINATION 

24 BY EXAMINER MORROW: 

25 Q. Ms. F l y , the w e l l s i n between the South 
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1 Dagger Draw and the North Dagger Draw, are there some 

2 completions t h e r e i n the same zone as produces from 

3 these two f i e l d s ? 

4 A. I n t h a t one-mile i n t e r v a l there? 

5 Q. Yes, ma1 am. 

6 A. I t h i n k there are. Let's see here on my 

7 map. That would f a l l i n Section 11. A l l those 

8 completions t h e r e are i n the Morrow gas. 

9 Q. I t looks l i k e t h e r e ' s some up i n Section 2 

10 and 3 a l s o , some acreage at l e a s t . I can't make i t 

11 out. There's some s o r t of completion there? 

12 A. Yes, there i s one here, the Ceniza, i n the 

13 southern p o r t i o n . 

14 Q. Do you know what f i e l d those are assigned 

15 to? 

16 A. I t h i n k they might be i n an undesignated 

17 f i e l d r i g h t now. I'm not sure. I can c l a r i f y t h a t 

18 w i t h my petroleum engineer. 

19 Q. A l l r i g h t . You i n d i c a t e d you thought t h i s 

20 would prevent waste. How do you perceive t h a t i t 

21 w i l l ? 

22 A. Right now I f e e l l i k e we're l e a v i n g a l o t 

23 of o i l i n the subsurface by not l i f t i n g out as much as 

24 we can. And w i t h the technique of our p r o d u c t i o n , 

25 which the r e s e r v o i r engineer w i l l speak o f , i t would 
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1 h e l p t o be a b l e t o l i f t out a l a r g e r q u a n t i t y of o i l 

2 and, t h e r e f o r e , i t would l e a v e l e s s i n t h e 

3 subsu r f ace . 

4 MR. CARROLL: Mr. McWhorter w i l l address 

5 t h a t i s s u e d i r e c t l y i n h i s t e s t i m o n y , Mr. Examiner. 

6 EXAMINER MORROW: Ms. F l y , you may be 

7 excused. Thank you. 

8 MR. CARROLL: We w i l l be c a l l i n g Pinson 

9 McWhorter n e x t , Mr. Examiner. 

10 PINSON MCWHORTER 

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

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

13 EXAMINATION 

14 BY MR. CARROLL: 

15 Q. Would you p l e a s e s t a t e your f u l l name, 

16 o c c u p a t i o n , and by whom you'r e employed? 

17 A. My name i s Pinson McWhorter. I work f o r 

18 Yates P e t r o l e u m C o r p o r a t i o n . I'm a p e t r o l e u m 

19 e n g i n e e r . 

20 Q. Mr. McWhorter, you have not p r e v i o u s l y 

21 t e s t i f i e d b e f o r e t h i s Commission, have you? 

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

23 Q. Mr. McWhorter, would you p l e a s e b r i e f l y go 

24 over your e d u c a t i o n a l and work e x p e r i e n c e background 

25 as a p e t r o l e u m e n g i n e e r ? 
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1 A. I have a Bac h e l o r of Science i n p e t r o l e u m 

2 e n g i n e e r i n g from t h e U n i v e r s i t y of Texas a t A u s t i n . I 

3 was employed as a r e s e r v o i r e n g i n e e r w i t h Tenneco O i l 

4 Company f o r e i g h t y e a r s . I have been employed w i t h 

5 Yates P e t r o l e u m as a p e t r o l e u m e n g i n e e r f o r about 15 

6 months . 

7 The b a s i s of my e x p e r i e n c e has been t h e 

8 Permian B a s i n , West Texas and Southeast New Mexico, 

9 which has been 90 p e r c e n t of my e x p e r i e n c e . 

10 Q. With r e s p e c t t o t h e a p p l i c a t i o n t h a t Yates 

11 has b e f o r e t h e Commission t o d a y , do you have p e r s o n a l 

12 e x p e r i e n c e and knowledge of t h i s p a r t i c u l a r f i e l d , t h e 

13 South Dagger Draw, and t h i s p a r t of S o u t h e a s t e r n New 

14 Mexico? 

15 A. Yes, I do. 

16 MR. CARROLL: Mr. Examiner, we would t e n d e r 

17 Mr. McWhorter as an e x p e r t i n t h e f i e l d of p e t r o l e u m 

18 e n g i n e e r i n g . 

19 EXAMINER MORROW: His q u a l i f i c a t i o n s are 

20 a c c e p t e d . 

21 Q. Mr. McWhorter, you are f a m i l i a r w i t h t h i s 

22 a p p l i c a t i o n , are you no t ? 

23 A. Y e s , I am. 

24 Q. Mr. McWhorter, c o u l d you b r i e f l y summarize 

25 t h e need t h a t has been f e l t by Yates and why i t has 
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1 presented t h i s a p p l i c a t i o n , as an overview, so t h a t 

2 the Commission w i l l understand j u s t e x a c t l y where we 

3 stand and where we're going? 

4 A. Surely. Yates Petroleum views t h i s pool as 

5 being r e a l l y p a r t of a l l of the same continuous 

6 dolomite system t h a t runs from I n d i a n Basin, n o r t h . 

7 We look at i t as the pools were developed s e p a r a t e l y , 

8 by separate o p e r a t o r s , i n the mid-60s, e a r l y 70s. As 

9 c o n t i n u a l development has gone on, the added 

10 i n f o r m a t i o n has i n d i c a t e d t h a t they are, i n f a c t , p a r t 

11 of the same r e s e r v o i r system and t h a t they are 

12 h y d r o l o g i c a l l y communicated systems. 

13 We f e e l t h a t t h e r e i s a d i s p a r i t y i n the 

14 f i e l d r u l e s , and t h a t i n order t o p r o t e c t the 

15 c o r r e l a t i v e r i g h t s of i n t e r e s t owners i n the southern 

16 p a r t , t h a t there needs t o be more e q u i t y i n the way 

17 the r u l e s are p a r t i t i o n e d between the n o r t h and the 

18 south . 

19 Q. Mr. McWhorter, you have prepared c e r t a i n 

20 e x h i b i t s t o a i d i n your p r e s e n t a t i o n , have you not? 

21 A. Yes, I have. 

22 Q. Turn t o your E x h i b i t No. 4. I f you would 

23 e x p l a i n what t h a t e x h i b i t i s , what i t p u r p o r t s t o 

24 p o r t r a y and any conclusions t h a t one might draw from 

25 t h a t e x h i b i t ? 
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1 A. Yes. E x h i b i t No. 4 i s a t a b u l a t i o n of 

2 o r i g i n a l r e s e r v o i r pressure i n the South Dagger Draw 

3 Upper Penn and i n the North Dagger Draw Upper Penn. I 

4 have t a b u l a t e d them according t o the p a r t i c u l a r area. 

5 South Dagger Draw i s at the top and the n o r t h Dagger 

6 Draw i s at the bottom. 

7 I've i d e n t i f i e d the w e l l names and the 

8 l o c a t i o n s of the w e l l s . Some of the w e l l s Yates 

9 Petroleum has taken over o p e r a t i o n o f . I've i n d i c a t e d 

10 the c u r r e n t name—we changed the names on them--and 

11 the former name of the w e l l . 

12 In a d d i t i o n , I've i n d i c a t e d the date t h a t 

13 these pressure t e s t s were taken, and I've referenced 

14 e v e r y t h i n g t o a subsea datum of minus 3900 f e e t , and 

15 referenced e v e r y t h i n g t o absolute pressure. 

16 What t h i s shows i s t h a t the average 

17 o r i g i n a l pressure i n Dagger Draw South, measured 

18 pressure, was 2976 PSIA, and i n the North Dagger Draw 

19 i t was 2969 PSIA, about two-tenths of a percent 

20 d i f f e r e n c e . The conclu s i o n from t h a t i s t h a t t h i s i s 

21 evidence of h y d r a u l i c communication i n t h a t the 

22 r e s e r v o i r pressures were the same. 

23 Q. With respect to the issue before the 

24 Commission and t h a t i s making a d e t e r m i n a t i o n t h a t the 

25 South Dagger Draw and North Dagger Draw are, i n f a c t , 
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1 one r e s e r v o i r , does the data or the conclusions which 

2 you've drawn support t h a t ? 

3 A. Yes, i t does. I t shows t h a t the r e s e r v o i r 

4 not only i s l i t h o l o g i c a l l y and g e o l o g i c a l l y the same, 

5 but also t h e r e ' s h y d r a u l i c communication. I t ' s the 

6 same r e s e r v o i r . 

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

8 No. 5 and l i k e w i s e describe what i t i s , the m a t e r i a l 

9 contained thereon, and any conclusions t h a t you're 

10 able to draw from i t ? 

11 A. Yes, t h i s i s a s i m i l a r e x h i b i t . This i s a 

12 t a b u l a t i o n of c u r r e n t r e s e r v o i r pressure, South Dagger 

13 Draw and North Dagger Draw. The w e l l s t h a t I've 

14 selected are w e l l s t h a t are r e p r e s e n t a t i v e sample from 

15 the South and the North p o r t i o n . Again, I've 

16 i d e n t i f i e d the l o c a t i o n and the date of the sampling 

17 of these pressure measurements. I've referenced i t t o 

18 minus 3900 f o o t subsea datum. 

19 The average pressure i n Dagger Draw South 

20 c u r r e n t l y i s 2449 PSIA; the average r e s e r v o i r pressure 

21 i n North Dagger Draw c u r r e n t l y i s 2429 PSIA; again, 

22 less than a one-percent d i f f e r e n c e c u r r e n t l y . Again, 

23 t h i s i s i n d i c a t i v e of these two being the same 

24 r e s e r v o i r . 

25 Q. A l l r i g h t . Would you t u r n t o E x h i b i t No. 6 
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1 and l i k e w i s e e x p l a i n any conclusions t h a t you might 

2 draw from i t ? 

3 A. Yes. E x h i b i t No. 6 i s a comparison of the 

4 Upper Penn f o r m a t i o n waters between the South Dagger 

5 Draw and the North Dagger Draw. I've b a s i c a l l y l i s t e d 

6 w e l l s from the South Dagger Draw, some w e l l s from the 

7 North Dagger Draw, and shown the s i m i l a r i t i e s of the 

8 fo r m a t i o n waters, t h a t being an i n d i c a t i o n again of 

9 the h y d r a u l i c c o n n e c t i v i t y of the two r e s e r v o i r s . 

10 The t h i n g t h a t makes i t more unique i s the 

11 t o t a l d i s s o l v e d s o l i d s on these waters run u s u a l l y 

12 less than 10,000. There are a couple t h a t are g r e a t e r 

13 than 10,000. This i s an extremely f r e s h water 

14 system. C h l o r i d e s run anywhere from 3,000 t o 6,000 

15 p a r t s per m i l l i o n . I t ' s an extremely f r e s h water 

16 system i n d i c a t i v e of hydrodynamic t r a p s and recharge. 

17 Y o u ' l l see t h a t water i s f r e s h water i n the 

18 South, f o r m a t i o n water, and the water i n the North 

19 Dagger Draw i s a f r e s h f o r m a t i o n water, again 

20 i n d i c a t i n g the f a c t t h a t these are the same r e s e r v o i r 

21 system. 

22 Q. Mr. McWhorter, w i t h respect t o your study 

23 of t h i s p a r t i c u l a r r e s e r v o i r , are you aware of any 

24 other evidence t h a t you have not presented t o the 

25 Commission which would be c o n t r a r y t o the co n c l u s i o n 
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1 which you have at l e a s t presented to the Commission 

2 t h a t t h i s i s one r e s e r v o i r system? I s th e r e anything 

3 out there t h a t you b e l i e v e d i c t a t e s , or t h a t you're 

4 aware of t h a t d i c t a t e s t h a t your con c l u s i o n i s 

5 i n c o r r e c t ? 

6 A. No. The stu d i e s I've done as r e s e r v o i r 

7 engineer and the r e s e r v o i r f l u i d s t u d i e s t h a t I've 

8 done and the r e s e r v o i r pressure study and p r o d u c t i o n 

9 st u d i e s t h a t I've done, i n d i c a t e t h a t t h i s i s one 

10 r e s e r v o i r system here and ther e ' s not any evidence 

11 t h a t I've come across t o i n d i c a t e o t h e r w i s e . 

12 Q. Mr. McWhorter, w i t h respect t o your f i e l d 

13 of e x p e r t i s e , i s the r e any reason t h a t you can t h i n k 

14 of f o r having d i f f e r i n g pool r u l e s at t h i s p e r i o d of 

15 time f o r the North Dagger Draw f i e l d as opposed t o the 

16 South Dagger Draw f i e l d ? 

17 A. No. I can t h i n k of none. 

18 Q. Mr. McWhorter, as we've a l l u d e d t o e a r l i e r 

19 i n the tes t i m o n y , e s p e c i a l l y w i t h respect t o the issue 

20 of waste, does Yates have, or y o u r s e l f , do you have an 

21 o p i n i o n as to why there i s a need at t h i s time to 

22 change the f i e l d r u l e s ? 

23 A. Yes. We b e l i e v e , and st u d i e s have shown, 

24 t h a t w i t h regard t o waste t h a t there i s such a 

25 tremendous demand on l i f t i n t h i s p o o l , these two 
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1 p o o l s , as f a r as l i f t i n g l a r g e volumes of f l u i d , t h a t 

2 i f we run submersible pumps i n a l l these w e l l s and 

3 those w e l l s t h a t have r e s t r i c t i o n s on the pumping 

4 rates do not produce the o i l r a t e s of the w e l l s t h a t 

5 are u n r e s t r i c t e d — and the r e s t r i c t i o n s and the 

6 u n r e s t r i c t i o n s I mean th e r e i s t h a t i f a w e l l can 

7 produce and keep a bottom-hole f l o w i n g pressure or 

8 pump i n t a k e pressure of 8- to 900 pounds, and i t i s 

9 pumped o f f , and i t i s a co n s i d e r a b l y d i f f e r e n t w e l l 

10 from one where we might have to run a pump somewhere 

11 i n the neighborhood of 1,500 to 1,600 pounds of pump 

12 i n t a k e pressure, we have a l o t of back pressure from 

13 the water, the excessive amount of water, and we see 

14 dramatic decreases i n our o i l c u t . The t h i n g s t h a t 

15 would n e c e s s i t a t e keeping t h a t much back pressure 

16 would be lower a l l o w a b l e s , where we e i t h e r have t o cut 

17 the pump r a t e back or we have t o a c t u a l l y shut the 

18 w e l l i n f o r a given amount of days. 

19 Q. With respect to the testimony t h a t you j u s t 

20 gave, you have prepared an e x h i b i t which shows a case 

21 i n p o i n t which i l l u s t r a t e s what has happened, and t h a t 

22 i s E x h i b i t 7, i s i t not? 

23 A. Yes, i t i s . 

24 Q. Would you e x p l a i n what i s contained on 

25 E x h i b i t 7, what w e l l and where t h a t w e l l i s loc a t e d 
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1 t h a t we're using f o r an example? 

2 A. Okay. This w e l l i s the Roden GD Fed Com 

3 #2. I t ' s a c t u a l l y a w e l l i n the North Dagger Draw. 

4 I t ' s i n Section 25 of North Dagger Draw. This p l o t 

5 shows gas and water, and on the l e f t - h a n d axis i t 

6 shows o i l p r o d u c t i o n and the r i g h t - h a n d axis i s 

7 monthly p r o d u c t i o n . O i l ' s i n green, gas and Mcf i s 

8 i n red and water i s i n b l u e , and i t shows the h i s t o r y 

9 of the w e l l , and i t shows t h a t - - t h i s example shows the 

10 e f f e c t s of what I was t a l k i n g about. 

11 When t h i s w e l l was a c t u a l l y c u r t a i l e d not 

12 f o r a l l o w a b l e reasons but f o r some other reasons, we 

13 could not keep pump i n t a k e pressure at 8- t o 900 

14 pounds. We had q u i t e a b i t of high i n t a k e pressure 

15 and we had to shut the w e l l i n and b r i n g i t back down 

16 and l i f t a l l the water back o f f again. Once we were 

17 out of those c o n d i t i o n s and were able to pump the w e l l 

18 o f f , we were able t o s u b s t a n t i a l l y increase our o i l 

19 p r o d u c t i o n , even though the water p r o d u c t i o n d i d n ' t 

20 increase q u i t e as d r a m a t i c a l l y as the o i l p r o d u c t i o n . 

21 Q. Mr. McWhorter, i s i t your o p i n i o n i f the 

22 al l o w a b l e were r a i s e d from the present 267 t o b r i n g i t 

23 up t o , I b e l i e v e i t would be, 700 b a r r e l s per day f o r 

24 a 320-acre, do you b e l i e v e t h a t the w e l l s i n the South 

25 Dagger Draw would be able to be produced or would 
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1 b r i n g up t h e i r p r o d u c t i o n of o i l as i l l u s t r a t e d by 

2 t h i s Roden GD Federal Com #2? 

3 A. Yes, I b e l i e v e t h a t t h a t would maximize the 

4 pumping e f f i c i e n c y f o r t h i s p a r t i c u l a r r e s e r v o i r , and 

5 l i f t i n g of the 267 per day top a l l o w a b l e f o r a 

6 320-acre spacing u n i t , which i s the e q u i v a l e n t t o 133 

7 b a r r e l s per day per 160, as compared t o 350 b a r r e l s 

8 per day f o r 160 i n the North, would give us the 

9 o p e r a t i n g room to more e f f i c i e n t l y l i f t these w e l l s 

10 and, r e a l l y , produce more o i l . 

11 Q. I n t h a t c o n j u n c t i o n , t h e n , i s i t your 

12 o p i n i o n t h a t the g r a n t i n g of t h i s a p p l i c a t i o n would 

13 prevent waste? 

14 A. Yes. 

15 Q. The reason i t would prevent waste i s the 

16 basis of the d i s c u s s i o n you have j u s t given t o the 

17 Commission? 

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

19 Q. With respect to the issue of p r o t e c t i o n of 

20 c o r r e l a t i v e r i g h t s , do you b e l i e v e t h a t the g r a n t i n g 

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

22 A. Yes, I do. I t h i n k t h a t having the more 

23 reasonable and j u s t and e q u i t a b l e a l l o w a b l e between, 

24 e s s e n t i a l l y , two pools t h a t are of the same r e s e r v o i r 

25 system, would b e t t e r p r o t e c t the c o r r e l a t i v e r i g h t s of 
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1 those i n the South Dagger Draw. 

2 Q. You were aware, Mr. McWhorter, t h a t l a s t 

3 week the OCD held an open meeting i n Santa Fe t o 

4 discuss p o t e n t i a l methods f o r i n c r e a s i n g o i l 

5 p r o d u c t i o n , were you not? 

6 A. Yes. 

7 Q. At t h a t p a r t i c u l a r meeting, Conoco O i l made 

8 a statement to Mr. LeMay t h a t one of the ways t o 

9 accomplish t h i s might be t o up the a l l o w a b l e i n the 

10 South Dagger Draw F i e l d , i s t h a t c o r r e c t ? 

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

12 Q. And app a r e n t l y the i n c r e a s i n g of p r o d u c t i o n 

13 w i t h o u t a f f e c t i n g c o r r e l a t i v e r i g h t s and causing of 

14 waste seems to be a very important issue w i t h i n the 

15 s t a t e i n o i l producers, and t h i s i s also a very 

16 important problem f o r Yates Petroleum, i s i t not? 

17 A. I t i s . 

18 Q. E x h i b i t 8 i s a l e t t e r which the land 

19 manager of Yates Petroleum wrote t o Mr. LeMay and 

20 discusses t h i s p a r t i c u l a r f i e l d , does i t not? 

21 A. Yes, i t does. 

22 Q. I n t h a t l e t t e r t here are c e r t a i n , I guess, 

23 p r e d i c t i o n s made about how much o i l or how much o i l 

24 p r o d u c t i o n could be increased down t h e r e . You've seen 

25 those f i g u r e s and a c t u a l l y were the source of those 
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1 f i g u r e s , were you not? 

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

3 Q. And e x a c t l y what k i n d of increase i n 

4 pr o d u c t i o n are we t a l k i n g about which was conveyed i n 

5 t h i s l e t t e r by Mr. Patterson t o Mr. LeMay? 

6 A. C u r r e n t l y we're producing approximately 

7 4500 b a r r e l s of o i l per day in the North Dagger Draw 

8 and South Dagger Draw combined. That i s on Yates 

9 Petroleum C o r p o r a t i o n operated w e l l s o n l y . 

10 We p r o j e c t t h a t i f we could have--our 

11 l e t t e r asks or proposes a doubling of the a l l o w a b l e 

12 and also supposes t h a t the c u r r e n t a p p l i c a t i o n f o r 

13 f u e l o i l changes would be approved. 

14 Under those two s u p p o s i t i o n s , we could 

15 i n c r e a s e , j u s t f o r the c u r r e n t w e l l s we have, t o 5100 

16 b a r r e l s a day, which would be a 600 b a r r e l per day 

17 increase i n p r o d u c t i o n . With f u r t h e r d r i l l i n g i n the 

18 South Dagger Draw, f u r t h e r d r i l l i n g could r e s u l t i n 

19 6500 hundred 7000 b a r r e l s per day of Yates Petroleum 

20 operated p r o d u c t i o n , which would be about 2000 t o 2500 

21 b a r r e l per day increase of what we c u r r e n t l y make. 

22 Q. With respect to the e x h i b i t s t h a t you've 

23 t e s t i f i e d t o , Mr. McWhorter, were these e x h i b i t s 

24 prepared under your d i r e c t i o n and c o n t r o l ? 

25 A. Yes, they were. 
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1 MR. CARROLL: Mr. Examiner, we would move 

2 the admission of the remainder of Yates e x h i b i t s , 

3 which I b e l i e v e would be E x h i b i t s 4 through 8. 

4 EXAMINER MORROW: E x h i b i t s 4 through 8 are 

5 admitted. 

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

7 questions of Mr. McWhorter. 

8 EXAMINATION 

9 BY EXAMINER MORROW: 

10 Q. Mr. McWhorter, my memory of the d i s c u s s i o n 

11 of the hearing on September 24th was t h a t Conoco 

12 proposed an increase i n the North Dagger Draw. They 

13 may have g o t t e n around t o the South l a t e r , but i f t h a t 

14 increase was obt a i n e d , would you then propose another 

15 increase t o catch up w i t h the North Dagger Draw, or do 

16 you know yet? 

17 A. Wel l , s i r , what I would propose i s t h a t the 

18 two pools always be kept e q u i t a b l e i n the ways t h a t we 

19 can produce and the a l l o w a b l e s t h a t we can produce. 

20 Q. Are th e r e any w e l l s i n the f i e l d now t h a t 

21 w i l l produce at the r a t e s t h a t any w e l l s or any 

22 320-acre producing u n i t s t h a t w i l l produce at the 

23 rates which are requested here today? 

24 A. C u r r e n t l y , s i r , there c e r t a i n l y are. There 

25 are some w e l l s - - w e l l , only i n the North p a r t . We have 
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1 not r e a l l y done enough d r i l l i n g i n the South p a r t t o 

2 r e a l l y have any combinations or a p a r t i c u l a r w e l l on a 

3 320 t h a t would come up to the 700 b a r r e l a day. 

4 Although we do have a w e l l , the John AGU which i s 

5 l i s t e d on the c u r r e n t r e s e r v o i r pressure e x h i b i t , and 

6 i t s l o c a t i o n i s g i v e n , and also on the comparison of 

7 water and the f o r m a t i o n of water t h e r e , a l s o . The 

8 John AGU has a c a p a c i t y of about 450 b a r r e l s per day 

9 r i g h t now, and the a l l o w a b l e f o r t h a t p r o r a t i o n u n i t 

10 i s 267. So, t h a t one p a r t i c u l a r w e l l s u b s t a n t i a l l y 

11 has a l o t of c a p a c i t y i n excess of the c u r r e n t 

12 a l l o w a b l e . 

13 Q. To meet the 700, t h e n , would you a n t i c i p a t e 

14 t h a t a d d i t i o n a l w e l l s would be d r i l l e d where there's 

15 already a w e l l on the 320, i n order t o get two or more 

16 w e l l s t o produce at the r a t e requested? 

17 A. Yes, s i r . That i s p a r t and pa r c e l of these 

18 numbers t h a t were r e f e r r e d to i n t h i s l e t t e r t o Mr. 

19 LeMay. That development d r i l l i n g program i s set upon 

20 the idea of d r i l l i n g more 320-spacing u n i t s and 

21 d r i l l i n g second w e l l s w i t h i n a given 320-spacing 

22 u n i t . 

23 MR. CARROLL: Mr. Examiner, i f I might 

24 i n t e r r u p t and address t h a t i s s u e , the d r i l l i n g on the 

25 320? I n the past t h a t was a problem t h a t we have 
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1 faced i n other places i n New Mexico, and the 

2 Commission has, through Mr. LeMay, has always voiced a 

3 preference not to go back and r e a d j u s t these 

4 o l d - - c e r t a i n l y i t would be the best to have 160-acre 

5 p r o r a t i o n u n i t s l i k e the North Dagger Draw, but these 

6 w e l l s , a number of them have been d r i l l e d f o r a number 

7 of years and going back and a d j u s t i n g the e q u i t i e s f o r 

8 the d i f f e r e n t r o y a l t y owners and what have you, almost 

9 presents an insurmountable problem. 

10 So the s o l u t i o n which we've seen the 

11 Commission take i n the past i s the one t h a t we 

12 propose, i s t o go ahead and leave i t at 320, allow us 

13 t o d r i l l on 160s, which would then n e c e s s i t a t e the 

14 c u t t i n g i n h a l f of the a l l o w a b l e , which would then 

15 make i t the same as the North, 350 on each 160 acres. 

16 That's why we've presented the a p p l i c a t i o n 

17 l i k e i t i s and i t ' s based on our p e r c e p t i o n of what 

18 the Commission's p o l i c y has been i n the past and t h a t 

19 overwhelming problem of t r y i n g t o p r o t e c t the 

20 i n t e r e s t s of these r o y a l t y i n t e r e s t h o l d e r s . Like I 

21 say, these w e l l s , as Mr. McWhorter s t a t e d , they have 

22 been d r i l l e d back i n t o the 60s. This f i e l d has been 

23 slow i n de v e l o p i n g , and these r i g h t s have been 

24 developed over a long t i m e , and i t would be hard t o 

25 untangle them. 
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1 Q. (BY EXAMINER MORROW) You i n d i c a t e d there 

2 were some 320s t h a t a r e n ' t developed i n the South 

3 Dagger Draw area, or d i d I miss t h a t ? 

4 A. That i s c o r r e c t , s i r . There are some t h a t 

5 haven't been d r i l l e d , such as the South 320 i n Section 

6 26 there has not been d r i l l e d on t o date i n the Upper 

7 Penn. 

8 Q. With the gas l i m i t increase up t o seven 

9 m i l l i o n a day f o r each 320-acre u n i t , how much 

10 a d d i t i o n a l gas would you a n t i c i p a t e would be produced 

11 from the South Dagger Draw area? 

12 A. Looking at the c u r r e n t p r o d u c t i o n versus 

13 what we could r e a l l y i n c r e m e n t a l l y i n c r e a s e , l o o k i n g 

14 somewhere i n the neighborhood of 8 to 9 m i l l i o n a day. 

15 Q. Inc rease ? 

16 A. Increase, a c t u a l l y incremental volumes of 

17 gas . 

18 Q. That's j u s t on your w e l l s i n the u n i t ? 

19 A. Y e s , s i r . 

20 Q. What percentage of the f i e l d does Yates 

21 c o n t r o l ? 

22 A. Of the South Dagger Draw, we c o n t r o l a l l 

23 except one 640, which Conoco has i n Section 35. 

24 Q. Are sales f a c i l i t i e s a v a i l a b l e f o r the 

25 a d d i t i o n a l gas production? Would t h e r e be any problem 
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1 w i t h processing and marketing t h a t gas? 

2 A. No, s i r , we have ample f a c i l i t i e s t o gather 

3 the gas, d e l i v e r i t , sweeten the gas, and s e l l i t at 

4 t h i s t ime. 

5 Q. Ms. Fly t a l k e d about the water i n r e l a t i o n 

6 t o the o i l i n t e r v a l ? 

7 A. Yes, s i r . 

8 Q. Do you know i f t h e r e ' s a gas cap i n the 

9 f i e l d at t h i s t i m e , or was th e r e one o r i g i n a l l y ? 

10 A. Since t h i s f i e l d i s cover by 5353, i t was 

11 surmised i n the i n i t i a l development of the f i e l d t h a t 

12 i t seemed to be a gas cap type f i e l d . My s t u d i e s of 

13 i t i n d i c a t e t h a t the gas i s s i g n i f i c a n t l y d i s p l a c e d , 

14 the gassier p o r t i o n of the r e s e r v o i r i s s i g n i f i c a n t l y 

15 d i s p l a c e d i n the updip western edge of the f i e l d along 

16 the dolomite pinchout . Much of t h a t i s due to the 

17 hydrodynamic nature of the packing mechanism i t s e l f . 

18 Just the pure physics of i t would 

19 n e c e s s i t a t e t h a t i f you have moving water t h a t the o i l 

20 i s going t o migrate t o a d i f f e r e n t l o c a t i o n w i t h i n the 

21 r e s e r v o i r than the gas w i l l , and as we've d r i l l e d t h i s 

22 up, we have found higher gas r a t i o w e l l s on the 

23 western edge of the d o l o m i t e , but we have not found a 

24 t r u e gas cap t h a t o v e r l i e s an o i l column and would 

25 give a l o t of energy through gas cap expansion t o the 
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1 completion of the o i l column. 

2 Q. Do you know what the o r i g i n a l s o l u t i o n GOR 

3 was? 

4 A. O r i g i n a l s o l u t i o n GOR was around a 

5 thousand. We have sampled a w e l l , the State CO #2, 

6 which i s i n Section 36 of 19/24, and we picked up a 

7 sample out of ther e and we measured l i k e a 990 GOR i n 

8 t h a t w e l l . That was i n the n o r t h p a r t . I do not have 

9 any PVT f l u i d analyses f o r the South Dagger Draw. 

10 Q. The July-December p r o r a t i o n schedule shows 

11 t h r e e Yates completions, and the i n f o r m a t i o n you 

12 submitted r e q u e s t i n g the hearing had seven or e i g h t or 

13 more than t h a t on t h e r e . Are those r e c e n t l y d r i l l e d 

14 w e l l s or recompletions or what? 

15 A. They're r e c e n t l y d r i l l e d and th e r e are some 

16 t h a t are recent r e e n t e r s of some w e l l s t h a t were p a r t 

17 of the o r i g i n a l d r i l l i n g of South Dagger Draw when 

18 Roger Hanks was the operator and d r i l l e d i t up and 

19 Conoco l a t e r acquired t h a t , and we have subsequently 

20 acquired i t from Conoco and have reentered some of 

21 those Upper Penn w e l l s i n recent months. And we're 

22 also doing some a d d i t i o n a l d r i l l i n g . We have ongoing 

23 completions and d r i l l i n g going on at t h i s very t i m e . 

24 Q. You may have covered i t and I missed i t , 

25 but would you go over the reason f o r requesting the 
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1 change from 1980 t o 660 from t h e l e a s e l i n e ? 

2 A. A l l r i g h t . The 1980 r u l e , of c o u r s e , i s 

3 based upon a 320-sp a c i n g u n i t . We f e e l t h a t t o 

4 p r o p e r l y d r i l l up t h i s f i e l d i n a f a s h i o n s i m i l a r t o 

5 how we're d r i l l i n g t h e N o r t h Dagger Draw, s i n c e these 

6 are r e a l l y one i n t h e same, t h a t we need t o have w e l l 

7 s p a c i n g r e q u i r e m e n t s t h a t w i l l a l l o w us t o b e t t e r spot 

8 l o c a t i o n s and be more i n compliance w i t h t h e N o r t h 

9 Dagger Draw. 

10 EXAMINER MORROW: You may be excused, s i r . 

11 MR. CARROLL: We have no f u r t h e r evidence 

12 t o put on b e f o r e t h e Commission t o d a y , Mr. Examiner. 

13 EXAMINER MORROW: A l l r i g h t . 

14 MR. STOVALL: Mr. C a r r o l l , I have w a i v e r s 

15 h e r e . Do you wish t o have those a d m i t t e d , t o o ? 

16 MR. CARROLL: I i n t e n d e d j u s t t o f i l e them 

17 w i t h t h e Commission f o r f i l i n g i n t h e f i l e , but 

18 however you wis h t o do t h a t . I have no o b j e c t i o n t o 

19 them b e i n g t r e a t e d as e x h i b i t s or as j u s t a f i l i n g . 

20 MR. STOVALL: Why don ' t you go ahead and 

21 mark them and submit them t h a t way. I t ' s e a s i e r t o 

22 r e f e r t o them t h a t way. J u s t mark them a l l as one 

23 e x h i b i t , I t h i n k . 

24 MR. CARROLL: They would be E x h i b i t s 9-A 

25 t h r o u g h -D. 

CUMBRE COURT REPORTING 
(505) 984-2244 



36 

1 EXAMINER MORROW: A l l r i g h t . Case 10108 

2 w i l l be t a k e n under a d v i s e m e n t . 

3 (Thereupon, t h e p r o c e e d i n g s c o n c l u d e d . ) 
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WHEREUPON, the f o l l o w i n g proceedings were had 

at 10:04 a.m. 

EXAMINER CATANACH: Ca l l the hearing back t o 

order, and at t h i s time w e ' l l c a l l Case 10,108. 

MR. STOVALL: I n the matter of Case 10,108 

being reopened pursuant t o the provisions of D i v i s i o n 

Order Number R-5353-L, as amended, which order amended 

the s p e c i a l r u l e s and regulations f o r the South Dagger-

Upper Pennsylvanian Associated Pool i n Eddy County. 

EXAMINER CATANACH: Are there appearances i n 

t h i s case? 

MR. CARROLL: Mr. Examiner, my name i s Ernest 

C a r r o l l of the Ar t e s i a law f i r m of Losee, Carson, Haas 

and C a r r o l l . 

I'm here today representing Yates Petroleum, 

and I w i l l have one* witness. 

EXAMINER CATANACH: Other appearances? 

MR. KELLAHIN: Mr. Examiner, I'm Tom K e l l a h i n 

of the Santa Fe law f i r m of K e l l a h i n & K e l l a h i n , 

appearing today on behalf of Marathon O i l Company and 

Conoco, Inc. 

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

W i l l the witness please stand and be sworn 

in? 
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DAVID F. BONEAU. 

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 : 

DIRECT EXAMINATION 

BY MR. CARROLL: 

Q. Would you please s t a t e your name and 

employment f o r the record? 

A. My name i s David Francis Boneau. I'm 

employed by Yates Petroleum i n A r t e s i a , New Mexico as a 

re s e r v o i r engineering supervisor. 

Q. Mr. Boneau, have you previously t e s t i f i e d 

before the O i l Conservation D i v i s i o n and had your 

c r e d e n t i a l s accepted w i t h respect t o the f i e l d of o i l 

r e s e r v o i r engineering? 

A. Yes, s i r . 

MR. CARROLL: Mr. Examiner, I tender Mr. 

Boneau as an expert i n the f i e l d of r e s e r v o i r 

engineering. 

EXAMINER CATANACH: Mr. Boneau i s so 

q u a l i f i e d . 

Q. (By Mr. C a r r o l l ) Mr. Boneau, today you're 

here on behalf of Yates Petroleum w i t h respect t o the 

reopening of Case 10,108; i s t h a t correct? 

A. Yes, s i r . 

Q. You are f a m i l i a r w i t h the matters t h a t t h a t 
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case d e a l t w i t h i n the past, are you not? 

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

Q. Would you b r i e f l y s t a t e f o r the record and 

t h i s Examiner the p o s i t i o n t h a t Yates Petroleum takes 

w i t h respect t o the reopening of t h i s case? 

A. I t h i n k i t would help t o take a minute or two 

t o review where we are and what we — how we got here 

and what we want, what we need. 

Case 10,108 was heard October 3rd, 199 0, by 

Jim Morrow and res u l t e d i n Order 53 53-L. 

At t h a t time Yates asked t h a t the s p e c i a l 

pool r u l e s f o r South Dagger Draw f i e l d be made 

equivalent or p a r a l l e l t o those f o r the North Dagger 

Draw-Upper Penn f i e l d , and we put on engineering and 

geolo g i c a l testimony a t t h a t time which showed t h a t 

North and South Dagger Draw-Upper Penn Pools are i n 

geolo g i c a l and pressure communication and are i n f a c t 

both p a r t of the same pool, and one of the f i n d i n g s i n 

Order 5353-L states t h a t . 

MR. STOVALL: Dr. Boneau, i f I might 

i n t e r r u p t you, j u s t t o get my — I don't know what — 

o r i e n t a t i o n . 

I s t h i s the one where you've got a 160 and a 

320 pool adjacent t o each other, and you're — 

THE WITNESS: That's c o r r e c t . 
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MR. STOVALL: — and t h a t was o r i g i n a l l y t o 

balance the allowables and GORs so they could produce 

at a common r a t e w i t h d i f f e r e n t spacing? 

THE WITNESS: You're t h i n k i n g the r i g h t 

place, yes, s i r . 

MR. STOVALL: Oh, good, I know where I am 

now. Please continue. I'm sorry t o i n t e r r u p t you. 

THE WITNESS: Yeah, I was hoping t o get t o 

t h a t p o i n t p r e t t y q u i c k l y . 

MR. STOVALL: Got you there quick. 

THE WITNESS: Before October, 1990, the r u l e s 

were, i n North Dagger, 160-acre spacing w i t h 350-

barrel-a-day allowable and 10,000 GOR. 

And the r u l e s i n South Dagger before t h i s 

hearing i n October of 1990 were 320-acre spacing, 267 

ba r r e l s of o i l a day and an 8000 GOR. 

And i n the case we asked, along w i t h some 

other operators, t h a t South Dagger Draw be made 

equivalent or p a r a l l e l or — you know, not ex a c t l y the 

same, r e t a i n the 320-acre spacing, but r a i s e the 

allowable t o 700 bar r e l s of o i l per day, per 320 acres, 

w i t h a 10,000 GOR, and the space — the w e l l l o c a t i o n s 

were changed so t h a t w e l ls could be 660 from an outer 

boundary and no closer than 330 t o a quarter quarter 

section. 
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And th a t ' s what was granted. I n the Order of 

October 26th, 1990, the 7 00-barrel-a-day allowable and 

the 10,000 GOR were granted on a temporary basis w i t h 

the case t o be re-opened l a t e i n 1992, which i s now. 

One other f a c t o r , then, i n February of 1991, 

j u s t a couple of months a f t e r t h i s , Conoco came and 

asked t h a t the allowable i n North Dagger Draw be 

doubled, and at the same time Yates came and asked t h a t 

the allowable i n South Dagger Draw be kept equivalent 

and also doubled. 

And t h a t r e s u l t e d i n an Order 5353-L-l, which 

doubled the allowable temporarily t i l l now, i s how i t 

was stated. So i t modified the October Order t o be 

1400 b a r r e l s a day i n South Dagger Draw. 

So the present ru l e s i n South Dagger Draw are 

320-acre spacing, 1400 bar r e l s a day allowable, 10,000 

GOR, and the wells 660 from the outer boundary and 330 

from the quarter quarter section. 

And we are here today asking t h a t these r u l e s 

be r e t a i n e d and made permanent. 

Q. (By Mr. C a r r o l l ) Now, Mr. Boneau, you have 

prepared c e r t a i n e x h i b i t s t o substantiate t h i s request 

of the Commission t o make these r u l e s permanent; i s 

t h a t correct? 

A. That's c o r r e c t , yes, s i r . 
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Q. Would you t u r n t o your f i r s t two e x h i b i t s , 

which i s — they are marked 1 and IA — and would you 

i d e n t i f y f o r the record what these e x h i b i t s are and 

then explain t h e i r s i g n i f i c a n c e . 

A. At the time of these e a r l i e r hearings, the 

main f i n d i n g s i n my mind were t h a t the two pools were 

i n communication; they r e a l l y are p a r t of the same 

r e s e r v o i r . 

And secondly, we e s s e n t i a l l y promised t h a t 

the new ru l e s would r e s u l t i n increased production from 

South Dagger Draw. 

E x h i b i t Number 1 shows the average d a i l y 

production f o r the l a s t month t h a t ' s a v a i l a b l e , which 

i s September, and the o i l production i n South Dagger 

Draw has gone from about 500 b a r r e l s a day i n October 

of 1990 t o 6565 bar r e l s of o i l per day i n the f a l l of 

1992. The gas production i s now 40 m i l l i o n a day, and 

water production i s 18,732 b a r r e l s of water per day. 

Kind of as a poi n t of i n t e r e s t , the combined 

pools are producing about 22,000 b a r r e l s of o i l per 

day, which i s the lar g e s t production from any f i e l d i n 

New Mexico. 

Q. So b a s i c a l l y the operator's promise t o make 

more — or create more production, they have a t l e a s t 

followed through w i t h t h a t promise, have they not? 
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A. There were about ten wells i n South Dagger 

Draw. There are now 57. 

I t ' s a b i g t h i c k dolomite r e s e r v o i r w i t h up 

t o — as E x h i b i t 1 says, up t o 236 f e e t of net pay. We 

estimate there are around 50 m i l l i o n b a r r e l s of o i l i n 

place and 100 BCF of gas i n place i n South Dagger Draw, 

and i n the past two years there's been a l o t of 

a c t i v i t y t o develop these resources. 

E x h i b i t IA simply breaks down the production 

by operator, and i t b a s i c a l l y j u s t shows t h a t Yates 

operates 80 t o 90 percent of the production i n South 

Dagger Draw. The other operators there are Nearburg, 

McKay, Conoco, and also Marathon, who has s t a r t e d a 

w e l l or two i n the recent past. 

Yates i s not so much the dominant operator i n 

North Dagger Draw, but i n South Dagger Draw we are the 

la r g e s t p a r t of the operation. 

Q. A l l r i g h t , Mr. Boneau, would you t u r n now t o 

your E x h i b i t Number 2 — 

A. Okay. 

Q. — and describe i t and — 

A. The two things I'm t r y i n g t o show the 

Examiner are t h a t the 10,000 GOR i s reasonable and t h a t 

the 1400-barrel-a-day allowable i s being used and i s — 

ought t o be maintained. 
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So E x h i b i t Number 2 i s a map, and i t ' s the 

only map I brought, and so i t ' s — going t o be the map 

we r e f e r t o from time t o time. 

Q. This map does cover Townships 19 South and 20 

South of Range 24 East of Eddy County, New Mexico, does 

i t not? 

A. Well, i t covers the south p a r t of 19 and 24, 

and the — 

Q. — north p a r t of 2 0? 

A. P r e t t y much a l l of 20-24. 

Q. A l l r i g h t . 

A. To kind of help o r i e n t people, South Dagger 

Draw i s the f i e l d south of the dashed l i n e t h a t goes 

through Sections 9, 10, 11 and 12. The f i e l d continues 

up i n t o 20-24, and continues f i v e or so miles f u r t h e r 

up t o the northeast. The Indian Basin-Upper Penn Pool 

i s i n the township t o the south. 

Dagger Draw South consists of a — i s an 

associated pool, and i t consists of a strong o i l l e g , 

where most of the black dots are, down through Sections 

11, 14, 2 3 and 26. And t o the west there i s a gas cap, 

and the gas wells out i n Sections 15, 16, 22, e t cetera 

are i n the gas cap of the South Dagger Draw-Upper Penn 

Pool. Also the Conoco gas w e l l i n Section 35 of 20-24, 

the Preston Federal, i s i n the gas cap of the South 
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Dagger Draw-Upper Penn Pool. 

What's shown on t h i s f i g u r e , the numbers next 

t o each dot i s the GOR f o r the p a r t i c u l a r w e l l i n 

September of 1992, and they range from, a few of them, 

around a thousand, up t o 8000 and 10,000 and 12,000 f o r 

the o i l w e l l s . And then out i n the gas cap, of course, 

the GORs are 100,000, very large. 

I f you go down the wells t h a t are on the east 

side of Sections 11, 14, 23 and 26, those GORs average 

about 3800. 

I f you go one set of 40s west, the GORs 

average about 5000. 

And i f you go down t h a t l i n e of w e l l s t h a t 

are e s s e n t i a l l y 1980 f e e t i n from the west of 11, 14, 

2 3 and 26, the average GOR i s about 11,000. 

And i t increases as you go west. The f i e l d 

i s heterogeneous, and so i t ' s not — every w e l l doesn't 

f o l l o w what I'm saying. But the GORs increase t o the 

west. 

And i n the o i l leg — you can see the 

numbers, but they're 2000s, 4000s, 6000s and some 

8000s, and you're — tha t ' s the GOR t h a t occurs. 

And the operators are t r y i n g t o produce the 

o i l and keep the gas down, because the o i l i s what's 

valuable. 
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But the GORs t h a t occur are, i n my opinion, 

consistent w i t h a GOR of 10,000. This i s the data. 

Q. A l l r i g h t . Would you t u r n now t o your 

e x h i b i t s , and I t h i n k E xhibits 3 and 4 can be t a l k e d 

about concurrently, i f you would describe what they are 

and t h e i r s i g n i f i c a n c e . 

A. Exh i b i t s 3 and 4 are a h i s t o r y of production 

and GOR i n the South Dagger Draw-Upper Penn Pools, 

s t a r t i n g from 1981 t o — through the f i r s t nine months 

of 1992, and the — Ex h i b i t 4 i s a p l o t of the GOR over 

t h a t time period. 

There was not a whole l o t of a c t i v i t y i n 

South Dagger Draw from 1981 t o — through 1989. I f you 

look at the o i l production, i t s o r t of decreased from 

t h a t 40,000 b a r r e l s a year down t o almost nothing. And 

the GORs were i n the 2 0,000, 30,000, 40,000 range. The 

main production during t h a t time was from the Conoco 

Preston Federal w e l l . 

Then i n 1990, 1991 and 1992, occurred the 

development t h a t we ta l k e d about, and the GORs during 

t h a t time period have been 11,000 i n 1990, 6875 i n 1991 

and about 5300 on average during 1992. 

A r e a l strong e f f o r t ' s been made t o develop 

the o i l and stay away from the gas cap, and so we've 

t r i e d and the other operators have t r i e d t o d r i l l o i l 
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we l l s and minimize the GOR. And w i t h a l l t h a t e f f o r t , 

the GOR i s 5300. 

The p l o t i n E x h i b i t 4 shows exactly those 

numbers, and the GORs i n the l a s t several years has 

been i n the 5000-to-10,000 range. 

Q. A l l r i g h t . Would you next go t o your 

E x h i b i t s 5 and 6? 

A. Exh i b i t s 5 and 6 are s i m i l a r p i c t u r e s f o r 

North Dagger Draw, and the — Again, there's been a b i g 

upsurge i n development i n North Dagger Draw, but North 

Dagger Draw does not have the gas cap, i t has a l i t t l e 

b e t t e r water support, and i t ' s always had lower GORs. 

So the GORs i n North Dagger Draw are shown i n 

the right-hand column from 1976 t o 1992. A c t u a l l y , the 

number f o r the 1984 i s i n c o r r e c t . I t r e a l l y should be 

about 2500. But the GOR i n North Dagger Draw has been 

between 2 500 and 4000 over the l a s t ten years, 

b a s i c a l l y . 

Q. Mr. Boneau, l e t me ask at t h i s p o i n t , has 

anything developed since the o r i g i n a l hearing of t h i s 

case back i n — which r e s u l t e d i n the f i r s t Order 

gr a n t i n g the special pool r u l e s , has there been 

anything come t o your a t t e n t i o n which would cause you 

t o change your opinion as t o whether or not the North 

and the South Dagger Draw f i e l d s are a c t u a l l y one f i e l d 
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g e o l o g i c a l l y and are i n communication? 

A. No, there's nothing happened t o change t h a t . 

I n f a c t , the development has confirmed t h a t . The map 

i n E x h i b i t 2 shows t h a t w e l l s have been developed r i g h t 

across the boundary between the pools, and the w e l l s 

behave s i m i l a r l y and are c l e a r l y i n pressure 

communication. 

Q. A l l r i g h t . Your next set — group of 

e x h i b i t s , 7 through 11, are i n d i v i d u a l p r o r a t i o n u n i t 

case h i s t o r i e s , are they not? 

A. Yes, s i r , and what I had i n mind f o r showing 

t h a t 14 00 b a r r e l s a day i s an acceptable allowable are 

r e a l l y two kinds of arguments. 

F i r s t argument simply i s t h a t i n the o i l l e g , 

the f i e l d has been developed on what you would c a l l 40-

acre spacing. You look at the map, and there's a w e l l 

on every 40 acres. 

The depth bracket allowable f o r these w e l l s 

at 7500 f e e t i s 187 b a r r e l s a day on a — f o r a 40-acre 

w e l l , and you m u l t i p l y t h a t by eig h t w e l l s i n a 320-

acre spacing u n i t and you get 1496, which t o me i s 

consistent w i t h the 1400-barrel-a-day allowable t h a t we 

now have and t h a t we're asking f o r . 

So my f i r s t argument i s t h a t the f i e l d has i n 

f a c t been developed on 40 acres i n the o i l l e g , and the 
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p l a i n v a n i l l a r u l e s f o r 40-acre spacing a t 7500 f o o t 

would r e s u l t i n something very close t o 1400 b a r r e l s of 

o i l per day. 

MR. STOVALL: Except f o r the GOR. Pardon me. 

THE WITNESS: Yes, s i r . You've heard my 

comments about the GOR i n e a r l i e r e x h i b i t s , and now I'd 

l i k e t o t a l k about the o i l w e l l s . 

MR. STOVALL: Right, got you. I understand. 

THE WITNESS: Yes, s i r . 

My other argument f o r the reasonableness of 

the o i l allowable i s simply t h a t the 1400-barrel-a-day 

allowable i s being used by p r o r a t i o n u n i t s both i n 

South Dagger Draw and i n nearby parts of North Dagger 

Draw, and I have f i v e e x h i b i t s which show s p e c i f i c 

p r o r a t i o n u n i t s and what t h e i r production has been. 

Do you want t o proceed t o those? 

Q. (By Mr. C a r r o l l ) Yes, j u s t go r i g h t — i f 

you would, s t a r t i n g w i t h E x h i b i t Number 7 and proceed 

through 11. 

A. E x h i b i t Number 7 i s a p l o t of monthly o i l 

production from the p r o r a t i o n u n i t t h a t consists of the 

north h a l f of Section 14 of 20-24, and t h a t ' s i n South 

Dagger Draw. 

The l i n e s — The black l i n e s , the black 

h o r i z o n t a l l i n e s i n d i c a t e — the upper one in d i c a t e s 
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the 1400-barrel-a-day allowable, approximately 43,000 

b a r r e l s of o i l per month. And the lower black l i n e i s 

7 0 percent of t h a t top allowable, j u s t t o i n d i c a t e t h a t 

i t ' s reasonably close t o the top allowable. 

The production from these w e l l s i n the north 

h a l f of 14 — and there are f i v e w e l l s i n t h a t spacing 

u n i t — was around 15,000 b a r r e l s a day. 

And when the other — the wells were d r i l l e d 

t o b r i n g i t up t o f i v e w e l l s , the production increased, 

and i t increased, as you can see, i n e a r l y 1992, past 

the allowable. And there was a month i t was over 

60,000 b a r r e l s , and i t ' s dropped back down. But 

through 1992 i t ' s been producing mostly over 30,000 

b a r r e l s a month and s t i l l producing 25,000 b a r r e l s a 

month. 

So i t ' s using a r e a l l y good p a r t of t h a t 1400 

b a r r e l s a day allowable. And Yates w i l l — i s 

attempting t o get two more wells d r i l l e d i n t h a t 

p r o r a t i o n u n i t . So t h i s p r o r a t i o n u n i t i s capable of 

producing over 1000 bar r e l s of o i l per day. 

The second example i s i n E x h i b i t 8, and i t 

shows the spacing u n i t which i s the east h a l f of 

Section 23, again i n South Dagger Draw, and i n t h a t 

spacing u n i t there are seven wells d r i l l e d . And since 

mid-1991, the production has been over 25,000 b a r r e l s a 
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month, and mostly over 30,000 b a r r e l s a month. And 

those seven w e l l s are producing, again, approximately a 

thousand b a r r e l s of o i l per day out of t h a t spacing 

u n i t . 

E x h i b i t 9 i s the t h i r d example from South 

Dagger Draw, and i t consists of the east h a l f of 

Section 26 of 20-24. There, there are — Six w e l l s 

e x i s t on the map. There are a c t u a l l y f i v e of them t h a t 

are producing. One of them i s an o l d Roger Hanks w e l l 

from 2 0 or 2 5 years ago which i s not producing very 

much. 

Again, those wells have j u s t been d r i l l e d i n 

1992, and i n the l a s t h a l f of 1992 they've been 

producing above 30,000 b a r r e l s a month, so t h a t those 

f i v e w e l l s are producing approximately 1000 b a r r e l s of 

o i l per day from t h a t spacing u n i t . 

So p r e t t y much throughout and i n d i f f e r e n t 

p a r t s of South Dagger Draw, there are 320-acre spacing 

u n i t s t h a t are using t h i s 1400 — a very good p a r t of 

t h i s 1400-barrel-a-day allowable, and they're capable 

of producing t h a t . 

E x h i b i t 10, then, and E x h i b i t 11 are two 

examples from North Dagger Draw. And there's a l o t of 

examples from North Dagger Draw we could b r i n g up, but 

I brought two t h a t are f a i r l y close t o South Dagger 
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Draw. 

E x h i b i t 10 i s the 160 acres c o n s i s t i n g of the 

northeast quarter of Section 3 6 of 19-24, and t h a t ' s a t 

the very top r i g h t of the map i n E x h i b i t 2. This 

spacing u n i t contains four w e l l s , so i t ' s f u l l y 

developed. And here f o r the 160-acre spacing u n i t , the 

allowable i s now 700 bar r e l s a day, and these four 

w e l l s have been producing r i g h t a t 700 b a r r e l s of o i l 

per day, or you can see some months have been over the 

allowable. 

And the f i n a l example i s q u i t e close t o 

Dagger Draw. I t ' s the northeast quarter — I t ' s q u i t e 

close t o South Dagger Draw. The spacing u n i t i n 

E x h i b i t 11 consists of the northeast quarter of Section 

11, 20-24. I t ' s immediately adjacent t o South Dagger 

Draw. There are three wells and one u n d r i l l e d l o c a t i o n 

i n t h i s spacing u n i t . 

I n 1991, the production was between 18,000 

and 22,000, 25,000 ba r r e l s of o i l per month, and i t ' s 

decreased t o about 15,000 b a r r e l s of o i l per month. 

And there w i l l probably be a f o u r t h w e l l d r i l l e d i n 

t h i s . But t h i s spacing u n i t j u s t o f f s e t t i n g South 

Dagger Draw has been using the 700-barrel-a-day 

allowable i n North Dagger Draw. 

So 160 acres — There are many examples where 
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160 acres can produce very close t o the 700 b a r r e l s a 

day, and a number of examples are shown where the 320-

acre p r o r a t i o n u n i t can produce near 1400 b a r r e l s of 

o i l per day. And we t h i n k t h a t production should be 

allowed t o continue. 

Q. A l l r i g h t . Mr. Boneau, your l a s t e x h i b i t i s 

E x h i b i t number 12. Would you describe what t h a t 

e x h i b i t is? 

A. E x h i b i t Number 12 i s a l e t t e r faxed from a 

man representing Nearburg Exploration, and i t simply 

says t h a t they agree w i t h keeping the r u l e s the way 

they are and they support a l l we're saying t h i s 

morning. 

Q. A l l r i g h t . Mr. Boneau, i s i t your opinion 

t h a t the making permanent of the present temporary 

r u l e s t h a t were put i n t o e f f e c t by Order R-5353-L, as 

amended, and R-5353-L-1 — i s i t your opinion t h a t the 

making permanent of those special pool r u l e s would 

prevent waste and p r o t e c t c o r r e l a t i v e r i g h t s ? 

A. Yes, s i r . 

Q. I s there any other issue t h a t you'd l i k e t o 

b r i n g before the — or brin g t o the a t t e n t i o n of the 

Examiner t h a t I've overlooked t o ask you about, Mr. 

Boneau? 

A. I don't believe so. I've assumed t h a t the 
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w e l l l o c a t i o n p a r t of the previous Order i s r e a l l y 

what's standard, and I don't see any reason f o r 

controversy about t h a t . 

I've t r i e d t o t a l k about the GOR and the o i l 

allowable, which are large numbers f o r an o i l pool i n 

New Mexico, and I've shown what evidence there i s t o 

show about how reasonable they are. 

MR. CARROLL: A l l r i g h t , thank you, Mr. 

Boneau. 

At t h i s time, Mr. Examiner, I would move 

admission of Yates Exhibits 1 through 12. 

EXAMINER CATANACH: Ex h i b i t s 1 through 12 

w i l l be admitted as evidence. 

MR. CARROLL: Mr. Examiner, I would pass the 

witness a t t h i s time. 

EXAMINER CATANACH: Mr. Kellahin? 

MR. KELLAHIN: Thank you. 

CROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. Let me ask you about p r o j e c t i o n s of f u t u r e 

expansions of the pool. 

As we move south i n t o 35 and i n t o the next 

township, do you a n t i c i p a t e t h a t the o i l w i l l continue 

t o be productive i n the pool as the pool i s extended 

f u r t h e r south, or have we determined and found the 
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l i m i t s of the o i l production? 

A. You're g e t t i n g my opinion f o r your money — 

Q. Yes, s i r . 

A. — and t h a t ' s what I ' l l t e l l you. 

We are close t o the l i m i t s of o i l production 

i n the pools. There may be some o i l production i n the 

north h a l f of 35, there may be some o i l production i n a 

decent p a r t of 36, i n the north h a l f of 36, say. 

There i s probably no o i l production 

associated w i t h South Dagger Draw i n the township t o 

the south or i n anything west of what we've t a l k e d 

about. 

Most of i t — mostly t o the east — Yates i s 

looking t o go as f a r west as we can go and s t i l l get 

o i l . And you see on t h i s e x h i b i t there's a couple 

w e l l s i n t h a t westernmost column t h a t have 22,000 GOR 

and 67,000 GOR, but you also see i n Section 14 there's 

a w e l l i n the west h a l f of the west h a l f of Section 14 

t h a t s t i l l has a low GOR. So Yates i s e x p l o r i n g moving 

towards the gas cap and s t i l l g e t t i n g o i l . 

People who have leases on the edge of the 

pool are exploring t o the south t h a t we've t a l k e d 

about. 

And there s t i l l may be some w e l l s , a few 

wel l s t o the east, but I t h i n k t h a t ' s as f a r as the o i l 
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can go. 

Q. I'm curious i n how the r u l e s are going t o 

address the t r a n s i t i o n areas between the o i l and the 

gas production. 

Under the associated pools, we c u r r e n t l y are 

precluded from having a 320 spacing u n i t t h a t ' s 

simultaneously dedicated t o a gas w e l l and t o an o i l 

w e l l i n t h i s pool. I s t h a t yet a problem f o r anyone? 

And i f so, how do we handle i t ? 

A. To my knowledge, t h a t i s not yet a problem 

f o r anyone. 

Well, the r e a l answer t o the problem i s t h a t 

the — i n my mind, the gas i s more valuable as energy 

t o produce the o i l than i t i s as produced gas, and — 

Q. I f the operator i s unfortunate enough, 

though, i n the f i r s t w e l l i n t h a t spacing u n i t t o have 

d r i l l e d a gas w e l l , then he needs t o e i t h e r not produce 

the gas w e l l and t r y again f o r an o i l w e l l — 

A. Yes, and the reason there's not been a 

problem l i k e t h a t t o date i s t h a t Yates has the 

m a j o r i t y of the o i l and the m a j o r i t y of the gas leases. 

I f d i f f e r e n t people had the gas and the o i l , t h a t would 

be a problem r i g h t now. 

Q. So you don't see any problem i n continuing 

the associated ru l e s as t o t h i s pool i n terms of t h a t 
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l i m i t a t i o n ? 

A. No, I don't see a problem. I see t h a t the 

f i e l d c r i e s t o be u n i t i z e d at some time i n the not r e a l 

d i s t a n t f u t u r e . 

Q. Okay. Are you s a t i s f i e d t h a t there i s a gas 

cap i n the South Dagger Draw, t h a t the gas zone i s 

going t o be i n communication w i t h t h i s o i l zone? 

A. Yes, d e f i n i t e l y . 

Q. What i s the explanation f o r the l i m i t a t i o n on 

production as we move t o the east? 

A. Two l i m i t a t i o n s : You run out of dolomite. 

But before you run out of dolomite, you run i n t o water, 

because i t ' s downdip and the wells get wetter and 

wetter. And not very f a r out there you run out of 

dolomite, but you h i t the water and — excessive water. 

Q. Within t h i s fairway of o i l , then, I don't see 

any dry holes i n the o i l production. Has every w e l l 

t h a t ' s been d r i l l e d i n here been able t o produce o i l ? 

A. Yeah, there are four or f i v e examples of 

s t i n k e r w e l ls i n amongst good wells where i t may be a 

5- or 10-barrel-a-day w e l l , surrounded by 200-barrel-a-

day w e l l s . There are a couple of examples of th i n g s 

l i k e t h a t . 

But the Dolomite and the pay zone i s 

continuous through t h a t fairway. I t ' s very 
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heterogeneous, as low-porosity carbonates o f t e n are, 

but i t ' s a l l through there f o r sure. 

Q. And the operators thus f a r have been 

generally successful i n maximizing the o i l production 

and minimizing the water? 

A. Been f a i r l y successful, yes. On a scale of 1 

t o 1, we've been 8 1/2 or 9, or something l i k e t h a t , 

but not p e r f e c t . 

MR. KELLAHIN: Okay. Thank you, Mr. 

Examiner. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Boneau, i n the North Dagger Draw Pool, 

what i s the GOR i n t h a t pool? 

A. What i s the — 

Q. What i s the GOR? 

A. The allowed GOR i s 10,000. The ac t u a l 

producing GOR i s about 3 000. 

The 10,000 t h a t has been i n e f f e c t i n South 

Dagger, and we're asking t o continue i n e f f e c t , arose 

from North, from North Dagger Draw. And I don't know 

a l l t h a t h i s t o r y , but we took the GOR from North Dagger 

Draw and said, Sounds l i k e i t would be good i n South 

Dagger Draw too. 

Q. Do you know i f the allowable and the GOR i n 
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the north pool, are those subject t o a review i n the 

near — i n the future? 

A. My understanding i s t h a t they are not. 

Q. Those are permanent rules? 

A. Those are permanent r u l e s , t h a t ' s my 

understanding. 

MR. CARROLL: Mr. Examiner, i f I might help, 

i n Case Number 10,221 and Order Number R-4691-D, i t set 

— i t made s p e c i f i c f i n d i n g s about when the g a s / o i l 

r a t i o was set at 10,000, which was set November 1, 

1977, by Order Number R-5565. 

And w i t h respect t o the Order of the — the 

Order I j u s t — the 4691-D, i t made no mention i n the 

Order t h a t such was a temporary or sp e c i a l . And I 

would suggest t h a t from my reading of i t , t h a t i t i s a 

permanent order w i t h respect t o the north pool. 

Q. (By Examiner Catanach) I t was my 

understanding t h a t the allowable was bumped up i n the 

pool f a i r l y r e c e n t l y ; i s t h a t correct? 

A. November of 1991. 

MR. CARROLL: That's c o r r e c t , and t h a t i s the 

Order R-4691-D — 

EXAMINER CATANACH: Okay. 

MR. CARROLL: — and i t r e c i t e d a l l the 

e a r l i e r orders. That bumped j u s t the allowable, but 
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the g a s / o i l r a t i o had been set back i n 1977 — 

EXAMINER CATANACH: I see. 

MR. CARROLL: — and those other t h i n g s , and 

they were a l l apparently permanent orders of the 

Commission. 

EXAMINER CATANACH: So as f a r as you can 

t e l l , t h a t Order does not have a reopening provision? 

MR. CARROLL: I t does not have a reopening 

p o s i t i o n . I t j u s t has the standard statement t h a t 

j u r i s d i c t i o n of t h i s cause i s re t a i n e d f o r entry of 

such f u r t h e r orders as the D i v i s i o n may deem necessary. 

EXAMINER CATANACH: Okay. 

Q. (By Examiner Catanach) Mr. Boneau, are there 

w e l l s on any given p r o r a t i o n u n i t t h a t are capable of 

producing more than a standard 40-acre allowable of 187 

today? 

A. Yes. 

Q. Do you have an opinion as t o whether 

producing i n excess of 187 barr e l s per day per 40 i s i n 

any way detrimental t o the reservoir? 

A. You may or may not r e c a l l , i n the hearings 

t h a t we're t a l k i n g about i n February of 1991, Yates 

appeared and asked t h a t the spacing be set a t 80 acres, 

t h a t one w e l l per 80 acres be allowed and not one w e l l 

per 4 0 acres. 
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And i t ' s s t i l l my opinion t h a t the w e l l s 

d r a i n 80 acres more accurately than they d r a i n 40 

acres. They dr a i n more than 40 acres. 

So does t h a t answer your question? I'm not 

sure t h a t answers your question, but there i s 

communication between 40-acre o f f s e t s . 

Q. I n terms of the whole p r o r a t i o n u n i t , then, 

w i t h an allowable of 1400 ba r r e l s per day, and i n terms 

of u l t i m a t e recovery from t h a t p r o r a t i o n u n i t , do you 

have an opinion as t o whether the GOR or the allowable 

w i l l reduce u l t i m a t e recovery? 

A. The present r u l e s and the r u l e s we're asking 

f o r w i l l not reduce u l t i m a t e recovery. So... 

Q. Relative t o a lower allowable i n the pool? 

A. Relative t o a lower allowable, I t h i n k t h a t ' s 

c o r r e c t . 

EXAMINATION 

BY MR. STOVALL: 

Q. Dr. Boneau, am I reading the e x h i b i t s 

c o r r e c t l y t h a t i t appears t h a t as production has gone 

up out i n the f i e l d , the actual producing GOR has 

a c t u a l l y gone down? I s t h a t correct? 

A. That's c o r r e c t , and the explanation f o r t h a t 

i s t h a t the operators have attempted t o d r i l l i n the 

o i l l e g , where the lower GOR i s . So you're g e t t i n g a 
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higher concentration of wells i n the o i l leg w i t h lower 

GORs t o negate the e f f e c t of the few w e l l s t h a t were i n 

the gas cap. 

There used t o be two wells i n the gas cap and 

e i g h t w e l l s i n the o i l leg, and now there are three 

w e l l s i n the gas cap and 50 wells i n the o i l l e g , and 

the GOR goes down. 

Q. So i t ' s not an e f f e c t of the mechanism, 

what's happening i n the r e s e r v o i r ; i t ' s more of an 

i n d i c a t i o n of what operators have done as f a r as how 

they're producing the reservoir? 

A. Yes, i f you look at a p a r t i c u l a r w e l l , the 

GOR has probably gone up a l i t t l e f o r a p a r t i c u l a r w e l l 

i n the o i l leg. 

Q. You stated e a r l i e r t h a t you thought the 

f i e l d , probably the best operations f o r the f i e l d would 

be under u n i t i z e d operations t o avoid — s p e c i f i c a l l y 

the concern Mr. K e l l a h i n has i s the operator who 

doesn't have an o i l leg i s going t o want h i s gas f o r 

sale since he doesn't have any — can't use i t t o get 

o i l . 

A. Yeah, and i n my opinion — What I said t o Mr. 

Catanach, the ru l e s are okay, but what needs t o happen 

t o increase production i s maintaining r e s e r v o i r energy 

by not blowing down the gas cap. 
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Q. Does — I s the l o g i c a l extension of t h a t t o 

do some pressure maintenance? 

A. Yes, s i r . 

Q. So i n other words, i t could be u n i t i z e d f o r 

secondary operations? 

A. I t sure needs t o be looked at f o r t h a t , yes. 

Q. What's the time frame. I n your opinion, i s 

i t approaching t h a t stage now, or are you looking a t 

some more production t o maximize u l t i m a t e o i l recovery? 

A. I t ' s approaching t h a t stage, and Yates has 

i n i t i a t e d on our own a f a i r l y elaborate r e s e r v o i r study 

of most of our p a r t of South Dagger Draw w i t h the idea 

of t r y i n g t o answer some of the questions you brought 

up about pressure maintenance and w i t h the idea of 

g e t t i n g w i t h — w i t h the idea t h a t i f t h a t ' s 

encouraging, g e t t i n g w i t h the other operators and 

t r y i n g t o get something s t a r t e d i n the f i r s t quarter or 

f i r s t h a l f of 1993. 

Q. I r a r e l y venture i n t o engineering, but every 

once i n a while I get tempted. 

Am I correc t i n my understanding t h a t i t 

i s n ' t necessarily r i g h t t o wait u n t i l you p r e t t y w e l l 

deplete a primary w e l l before you s t a r t pressure 

maintenance? I n t h i s type of — i n a gas-cap-type 

r e s e r v o i r , you do be t t e r by maintaining pressure 
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e a r l i e r i n the l i f e of the reservoir? 

A. As a general r u l e , you're ahead t o maintain 

pressure r a t h e r than t o d i s s i p a t e i t and t r y t o 

regenerate i t somehow, yes. 

MR. STOVALL: That's enough f o r now. 

FURTHER EXAMINATION 

BY EXAMINER CATANACH: 

Q. I s t h a t the primary d r i v e i n the r e s e r v o i r , 

i s the gas cap? 

A. There are c l e a r l y three s i g n i f i c a n t d r i v e 

mechanisms i n the r e s e r v o i r , and I'm unable t o rank 

them, r e a l l y — Well, s o l u t i o n gas d r i v e i s a — i s one 

of the three primary mechanisms i n South Dagger Draw. 

The gas cap i s important, and i n South Dagger 

Draw water i s important, but probably not as important 

as the other two. 

I n North Dagger Draw, s o l u t i o n gas d r i v e i s 

important and water i s , i n my opinion, important, and 

the gas cap i s the le a s t important of the three i n 

North Dagger Draw. 

But a l l three of those mechanisms are 

s i g n i f i c a n t , and tha t ' s why the — what t o do w i t h the 

f i e l d i s not obvious without r e a l l y close study. 

EXAMINER CATANACH: I believe t h a t ' s a l l I 

have. 
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Anything f u r t h e r of t h i s witness? 

MR. CARROLL: Nothing. 

EXAMINER CATANACH: I f not, he may be 

excused. 

MR. CARROLL: Mr. Examiner, t h a t completes 

our presentation. 

EXAMINER CATANACH: Okay, there being nothing 

f u r t h e r , case 10,108 w i l l be taken under advisement. 

Thereupon, these proceedings were concluded 

at 10:48 a.m.) 

* * * 

1 • P • 

Wi. i i fr­

it. 
Oil Conservation Division 

, Examiner 

CUMBRE COURT REPORTING 
(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 

34 

CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 
) ss. 

COUNTY OF SANTA FE ) 

I , Steven T. Brenner, C e r t i f i e d Court 

Reporter and Notary Public, HEREBY CERTIFY t h a t the 

foregoing t r a n s c r i p t of proceedings before the O i l 

Conservation D i v i s i o n was reported by me; t h a t I 

tra n s c r i b e d my notes; and t h a t the foregoing i s a t r u e 

and accurate record of the proceedings. 

I FURTHER CERTIFY t h a t I am not a r e l a t i v e or 

employee of any of the p a r t i e s or attorneys involved i n 

t h i s matter and t h a t I have no personal i n t e r e s t i n the 

f i n a l d i s p o s i t i o n of t h i s matter. 

WITNESS MY HAND AND SEAL December 22nd, 1992. 

STEVEN T. BRENNER 
CCR No. 7 

My commission expires: October 14, 1994 

CUMBRE COURT REPORTING 
(505) 984-2244 


