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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION D I V I S I O N 

I N THE MATTER OF THE HEARING ) 
CALLED BY THE O I L CONSERVATION ) 
D I V I S I O N FOR THE PURPOSE OF ) 

CONSIDERING: ) CASE NO. 1 0 8 4 1 

APPLICATION OF YATES PETROLEUM CORPORATION 

REPORTERS TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: D a v i d R. C a t a n a c h , H e a r i n g E x a m i n e r 

O c t o b e r 7, 1993 

S a n t a Fe, New M e x i c o 

T h i s m a t t e r came on f o r h e a r i n g b e f o r e t h e 

O i l C o n s e r v a t i o n D i v i s i o n on O c t o b e r 7, 1993, a t 

Morgan H a l l , S t a t e Land O f f i c e B u i l d i n g , 310 O l d S a n t a 

Fe T r a i l , S a n t a Fe, New M e x i c o , b e f o r e D e b o r a h O'Bine, 

RPR, C e r t i f i e d C o u r t R e p o r t e r No. 63, f o r t h e S t a t e o f 

New M e x i c o . 

ORIGINAL 
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I N D E X 

October 7, 1993 
Examiner H e a r i n g 
CASE NO. 10841 

PAGE 
APPEARANCES 3 

YATES PETROLEUM CORPORATION'S WITNESSES: 

JANET RICHARDSON 
E x a m i n a t i o n by Mr. Carr 4 

STERLING FLY 
E x a m i n a t i o n by Mr. Carr 9 

THERESA SLOAN 
E x a m i n a t i o n by Mr. Carr 16 
E x a m i n a t i o n by Examiner Catanach 21 

REPORTER'S CERTIFICATE 24 

E X H I B I T S 

I D ADMTD 
E x h i b i t 1 6 9 
E x h i b i t 2 6 9 
E x h i b i t 3 7 9 
E x h i b i t 4 8 9 
E x h i b i t 5 11 16 
E x h i b i t 6 13 16 
E x h i b i t 7 17 2 1 
E x h i b i t 8 18 2 1 
E x h i b i t 9 19 2 1 
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A P P E A R A N C E S 

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

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

P.O. Box 2208 
Santa Fe, New Mexico 87504 
BY: WILLIAM F. CARR, ESQ. 
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EXAMINER CATANACH: C a l l t h e h e a r i n g back 

t o o r d e r a t t h i s t i m e and c a l l Case 10841. 

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

P e t r o l e u m C o r p o r a t i o n f o r c o m p u l s o r y p o o l i n g , Lea 

County, New Mexico. 

EXAMINER CATANACH: Appearances i n t h i s 

case? 

MR. CARR: May i t p l e a s e t h e Examiner, my 

name i s W i l l i a m F. Carr w i t h t h e Santa Fe law f i r m 

C ampbell, C a r r , Berge & S h e r i d a n . I r e p r e s e n t Yates 

P e t r o l e u m C o r p o r a t i o n i n t h i s case, and I have t h r e e 

w i t n e s s e s . 

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

appearances? W i l l t h e w i t n e s s e s p l e a s e s t a n d t o be 

sworn i n ? 

(Wi t n e s s e s sworn.) 

JANET RICHARDSON, 

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 

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

EXAMINATION 

BY MR. CARR: 

Q. W i l l you s t a t e y o u r name f o r t h e r e c o r d , 

p l e a s e . 

A. My name i s J a n e t R i c h a r d s o n . 

Q. Where do you r e s i d e ? 
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A. A r t e s i a , New Mexico. 

Q. By whom are you employed and i n what 

c a p a c i t y ? 

A. I'm a p e t r o l e u m landman f o r Yates P e t r o l e u m 

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

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

D i v i s i o n ? 

A. Yes, I have. 

Q. A t t h e t i m e o f t h a t p r i o r t e s t i m o n y , were 

y o u r c r e d e n t i a l s as a p e t r o l e u m landman a c c e p t e d and 

made a m a t t e r o f r e c o r d ? 

A. Yes, t h e y were. 

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

i n t h i s case on b e h a l f o f Yates P e t r o l e u m C o r p o r a t i o n ? 

A. Yes. 

Q. Are you f a m i l i a r w i t h t h e s u b j e c t w e l l and 

t h e s u r r o u n d i n g area? 

A. Yes. 

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

a c c e p t a b l e ? 

EXAMINER CATANACH: They a r e . 

Q. (BY MR. CARR) Miss R i c h a r d s o n , w ould you 

b r i e f l y s t a t e what Yates seeks w i t h t h i s a p p l i c a t i o n ? 

A. Yes. We seek an o r d e r t o p o o l a l l m i n e r a l 

i n t e r e s t s f r o m t h e s u r f a c e t o t h e base o f t h e Canyon 
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f o r m a t i o n under t h e s o u t h w e s t q u a r t e r o f t h e so u t h w e s t 

q u a r t e r o f S e c t i o n 1 i n Township 14 South, Range 33 

East, i n Lea County, New Mexico. 

Q. Have you p r e p a r e d c e r t a i n e x h i b i t s f o r 

p r e s e n t a t i o n i n t h i s area? 

A. Yes, I have. 

Q. L e t ' s go t o what has been marked Yates 

P e t r o l e u m C o r p o r a t i o n E x h i b i t No. 1, and I ' d ask you 

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

A. E x h i b i t No. 1 i s a l a n d map showing i n t h e 

r e d o u t l i n e i s t h e p r o r a t i o n u n i t f o r t h e proposed 

w e l l . The r e d d o t on t h e r e shows t h e prop o s e d 

l o c a t i o n f o r t h e w e l l , and i t s h o u l d be 990 f e e t f r o m 

t h e s o u t h , 330 f e e t f r o m t h e west. 

The c o l o r e d a r e a s , t h e s o l i d y e l l o w i s 

Yates P e t r o l e u m and i t s a f f i l i a t e s own i t 100 p e r c e n t . 

And t h e n t h e o u t l i n e d a r e a , w h i c h i s o n l y i n S e c t i o n 

1, i s where we own a p a r t i a l i n t e r e s t . 

Q. What i s t h e p r i m a r y o b j e c t i v e i n t h e 

pro p o s e d w e l l ? 

A. The Bough f o r m a t i o n . 

Q. T h i s i s a s t a n d a r d l o c a t i o n f o r t h a t 

f o r m a t i o n ? 

A. Yes, i t i s . 

Q. L e t ' s go t o what has been marked Yates 
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E x h i b i t No. 2. Would you i d e n t i f y t h a t , p l e a s e . 

A. E x h i b i t No. 2 i s t h e f i r s t page o f our 

e x h i b i t t o t h e o p e r a t i n g agreement. T h i s b a s i c a l l y 

shows t h e i n t e r e s t breakdown and t h e acreage breakdown 

o f a l l t h e p a r t i e s t h a t w i l l be w i t h i n t h e s p a c i n g 

u n i t f o r t h e w e l l . 

Q. What p e r c e n t a g e o f t h e acreage has 

v o l u n t a r i l y been c o m m i t t e d t o t h i s w e l l ? 

A. 99.91455 p e r c e n t . 

Q. And who has n o t agreed t o p a r t i c i p a t e ? 

A. The e s t a t e o f L o u i e Greenwood, J r . , and t h e 

e s t a t e o f D o r o t h y Greenwood. 

Q. Could you summarize f o r Mr. Catanach t h e 

e f f o r t s you've made t o o b t a i n t h e v o l u n t a r y j o i n d e r o f 

t h e s e i n t e r e s t owners i n t h e proposed w e l l ? 

A. Yes. And t h a t ' s a l s o marked as E x h i b i t 3. 

We s t a r t e d i n November o f 1992 t r y i n g t o g e t t h i s 

i n t e r e s t l e a s e d , d i d n o t r e c e i v e any re s p o n s e . We 

w r o t e a l e t t e r a g a i n i n January o f 1993 t r y i n g t o g e t 

i t l e a s e d , and a n o t h e r l e t t e r i n June o f 1993. 

We r e c e i v e d a c o u p l e o f t e l e p h o n e c a l l s 

f r o m Mr. Greenwood. R o b e r t Greenwood i s t h e e x e c u t o r 

f o r b o t h o f t h e e s t a t e s . I n June he c a l l e d t o say 

t h a t he c o u l d n ' t e x e c u t e a l e a s e due t o f a m i l y 

p r o b l e m s . And l a t e r i n J u l y , we c a l l e d and o f f e r e d 
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him more money, t h i n k i n g t h a t i f he c o u l d r e c e i v e more 

money f o r i t , t h e n maybe he c o u l d work o u t h i s f a m i l y 

p r o b l ems and e x e c u t e a l e a s e , b u t he s a i d no, he has 

no f a m i l y c o o p e r a t i o n , and he f e e l s t h a t i f he does 

a n y t h i n g , t h e n t h e y w i l l h i r e a t t o r n e y s and t r y t o 

f i g h t him on i t . So i t ' s h i s s t a n d j u s t t o n o t do 

a n y t h i n g . 

Q. I n your o p i n i o n , has Yates done e v e r y t h i n g 

t h e y r e a s o n a b l y can t o o b t a i n t h e v o l u n t a r y 

p a r t i c i p a t i o n o f t h e s e i n t e r e s t owners i n t h e proposed 

w e l l ? 

A. Yes, we have. Even a f t e r t h a t t e l e p h o n e 

c o n v e r s a t i o n , t h e n we s e n t o u t an AFE and o p e r a t i n g 

agreement and asked t o see i f t h e y would j o i n t h e 

w e l l , i n a d d i t i o n , and no res p o n s e . 

Q. Could you i d e n t i f y what has been marked 

Yates P e t r o l e u m C o r p o r a t i o n E x h i b i t No. 4? 

A. Yes. E x h i b i t No. 4 i s t h e a f f i d a v i t 

showing t h a t a l l t h e i n f o r m a t i o n has been s e n t t o t h e 

w o r k i n g i n t e r e s t owners f o r t h e f o r c e p o o l i n g . 

Q. A t t a c h e d t o t h i s a f f i d a v i t i s a l e t t e r and 

a r e t u r n r e c e i p t ; i s t h a t c o r r e c t ? 

A. Yes, i t i s . 

Q. And i t a d v i s e s t h e Greenwood i n t e r e s t s o f 

t o d a y ' s h e a r i n g ? 
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A. Yes. 

Q. Were E x h i b i t s 1 t h r o u g h 4 e i t h e r p r e p a r e d 

by you or c o m p i l e d a t y o u r d i r e c t i o n ? 

A. Yes, t h e y were. 

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

move t h e a d m i s s i o n o f Yates P e t r o l e u m C o r p o r a t i o n 

E x h i b i t s 1 t h r o u g h 4. 

EXAMINER CATANACH: E x h i b i t s 1 t h r o u g h 4 

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

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

e x a m i n a t i o n o f Miss R i c h a r d s o n . 

EXAMINER CATANACH: I have no q u e s t i o n s . 

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

MR. CARR: At t h i s t i m e we c a l l Mr. F l y . 

STERLING FLY, 

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 

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

EXAMINATION 

BY MR. CARR: 

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

p l e a s e . 

A. My name i s S t e r l i n g F l y I I I . 

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

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

Q. By whom are you employed? 
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A. Yates P e t r o l e u m . 

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

A. I'm a g e o l o g i s t . 

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

D i v i s i o n ? 

A. Yes. 

Q. A t t h e t i m e o f t h a t t e s t i m o n y , were y o u r 

c r e d e n t i a l s as a g e o l o g i s t a c c e p t e d and made a m a t t e r 

o f r e c o r d ? 

A. Yes, t h e y were. 

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

on b e h a l f o f Yates i n t h i s case? 

A. Yes. 

Q. Have you made a g e o l o g i c a l s t u d y o f t h e 

area i n v o l v e d i n t h i s a p p l i c a t i o n ? 

A. Yes. 

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

a c c e p t a b l e ? 

EXAMINER CATANACH: Yes, t h e y a r e . 

Q. (BY MR. CARR) I t h i n k i n i t i a l l y , Mr. F l y , 

I s h o u l d j u s t ask you t o s t a t e why i t i s n e c e s s a r y t o 

d r i l l t h e proposed C h i l d r e s s "AKV" No. 1 w e l l a t t h i s 

l o c a t i o n . 

A. The proposed l o c a t i o n f o r t h e C h i l d r e s s 

"AKV" would b a s i c a l l y be a f i e l d e x t e n s i o n w e l l , and 
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i t w ould h e l p i n t h e p r o t e c t i o n o f c o r r e l a t i v e r i g h t s 

d r a i n a g e t o t h e west, p r i m a r i l y . 

Q. What a r e t h e f i e l d s t h a t a r e i n v o l v e d ? 

A. W e l l , t h i s area r i g h t h ere f a l l s r i g h t a t 

t h e j u n c t u r e o f t h e Lazy J Penn f i e l d and t h e Saunders 

Permo Upper Penn f i e l d . 

Q. What a r e t h e p r o j e c t e d pays? 

A. The p r o j e c t e d pays a r e v a r i o u s l i m e s t o n e 

members o f t h e Bough f o r m a t i o n . We a l s o have hope f o r 

some Abo pay. 

Q. And t h e l o c a t i o n o f t h e w e l l i s 990 f r o m 

t h e s o u t h , 330 f r o m t h e west l i n e ? 

A. C o r r e c t . 

Q. A g a i n , t h i s i s an o r t h o d o x l o c a t i o n ? 

A. Yes, s i r . 

Q. L e t ' s go t o what has been marked as Yates 

P e t r o l e u m C o r p o r a t i o n E x h i b i t No. 5. Could you 

i d e n t i f y t h a t e x h i b i t and t h e n j u s t r e v i e w t h e 

i n f o r m a t i o n f o r Mr. Catanach? 

A. E x h i b i t No. 5 i s a s i x - s e c t i o n map. The 

prop o s e d l o c a t i o n i s shown on S e c t i o n 1 i n t h e m i d d l e 

o f t h e map. The b l a c k c o n t o u r s on t h i s map a r e 

s t r u c t u r e . I t shows t h e s t r u c t u r e c o n t o u r s on t o p o f 

t h e Bough C f o r m a t i o n , and t h e d o t t e d b l u e c o n t o u r s 

a r e p o r o s i t y i s o p a c h c o n t o u r s , a g a i n , f o r t h e Bough 
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C. 

The Bough C was t a k e n as r e p r e s e n t a t i v e o f 

a l l o f t h e Bough members. The Bough A, B, C, D, and E 

ar e t h e ones t h a t we a r e d i s c u s s i n g t o d a y . 

The Bough C i s r e p r e s e n t a t i v e because i t ' s 

t h e b e s t c o r r e l a t i o n marker i n t h e area and, 

t h e r e f o r e , t h e b e s t mapped zone. A l l o f t h e p r o d u c i n g 

w e l l s shown on t h i s map area a r e p r o d u c t i v e f r o m t h e 

Bough f o r m a t i o n . 

S t r u c t u r a l l y , a g a i n , f o c u s i n g i n on t h e 

b l a c k c o n t o u r s , s t r u c t u r e c o n t o u r s , y o u ' l l n o t i c e t h a t 

t h e p r o p o s e d l o c a t i o n i s l o c a t e d a l o n g t h e g e n t l e 

a n t i c l i n a l r i d g e r u n n i n g n o r t h - s o u t h . T h i s r i d g e i s 

l o c a t e d on t h e e a s t e r n edge o f t h e Saunders p l a t f o r m 

t o t h e e a s t . S t r u c t u r e d rops o f f r a p i d l y , and t h e r e 

i s a f a u l t e x i s t i n g somewhere t o t h e e a s t o f t h e 

l o c a t i o n . So s t r u c t u r a l l y t h e l o c a t i o n l o o k s j u s t 

f i n e . 

F o c u s i n g i n on t h e d o t t e d b l u e c o n t o u r s , 

t h o s e a r e p o r o s i t y i s o p a c h s . The p o r o s i t y c u t o f f i s 4 

p e r c e n t . T h i s i s i n t h e Bough f o r m a t i o n . Y o u ' l l 

n o t i c e t h a t t h e p r e d o m i n a n t t r e n d i s a n o r t h e a s t -

s o u t h w e s t t r e n d o f p o r o s i t y . I t ' s p r o b a b l y r e l a t e d t o 

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

I ' d p o i n t o u t t h a t j u s t t o t h e west o f us, 
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t h e Yates P e t r o l e u m Red Dog a/k/a S t a t e No. 2 a t U n i t 

P i n S e c t i o n 2, we d i d n o t have a modern p o r o s i t y l o g 

on t h a t , b u t t h e o l d m i c r o l o g , w h i c h was a v a i l a b l e , 

s u g g e s t e d a good t h i c k p o r o s i t y v a l u e t h e r e . 

Q. Do you have some r e c e n t average d a i l y 

p r o d u c t i o n i n f o r m a t i o n ? 

A. W e l l , t h e Red Dog No. 2, i t was an o l d 

Texaco w e l l t h a t Yates r e e n t e r e d i n 1992. Average 

d a i l y p r o d u c t i o n i n August o f t h i s y e a r was 75 b a r r e l s 

o f o i l , 304 Mcf o f gas per day, and 206 b a r r e l s o f 

w a t e r . The c u r r e n t cum i s j u s t over 34,000 b a r r e l s o f 

o i l . 

Q. What about t h e S k e l l y C h i l d r e s s A No. 1 

w e l l ? 

A. The S k e l l y C h i l d r e s s i s a p l u g g e d and 

abandoned w e l l , and i t had produced 16,000 -- i n 

excess o f 16,000 b a r r e l s o f o i l , 29 m i l l i o n c u b i c f e e t 

o f gas. Tha t ' s a w e l l i n whi c h Yates has t h e i n t e n t 

o f r e e n t e r i n g and op e n i n g up more Bough zones; so t h a t 

l o o k s p r o s p e c t i v e t o us. 

Q. A l l r i g h t , Mr. F l y , l e t ' s go t o Yates 

E x h i b i t No. 6, y o u r c r o s s - s e c t i o n . Would you r e v i e w 

t h a t f o r Mr. Catanach? 

A. E x h i b i t 6 i s a f o u r w e l l c r o s s - s e c t i o n . 

B a s i c o r i e n t a t i o n i s e a s t - w e s t . The t r a c e o f t h e 
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c r o s s - s e c t i o n i s shown on a s m a l l map a t t h e b o t t o m o f 

t h e c r o s s - s e c t i o n , and a l s o i t ' s shown on E x h i b i t No. 

5 . 

Q. Where would t h e proposed w e l l be l o c a t e d on 

t h i s e x h i b i t ? 

A. The proposed w e l l would f a l l midway between 

t h e Yates Red Dog AK No. 2 and t h e S k e l l y C h i l d r e s s A 

No. 1. 

Q. B a s i c a l l y , what does t h i s e x h i b i t show? 

A. I t shows t h e c o r r e l a t i o n markers i n t h e 

Bough f o r m a t i o n and a l s o shows t h e p r o d u c t i v e zones 

w h i c h a r e open on t h e s e p a r t i c u l a r w e l l s . I t a l s o 

shows v a r i o u s c o m p l e t i o n i n f o r m a t i o n a t t h e b o t t o m . 

I t shows t h e s t r u c t u r e does -- in d e e d t h i s i s , o f 

c o u r s e , a s t r u c t u r a l c r o s s - s e c t i o n . I t shows t h e 

s t r u c t u r e does drop o f f t o t h e e a s t . 

Q. The S k e l l y C h i l d r e s s A No. 1, t h a t w e l l 

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

A. Yes. They d r i l l stem t e s t e d i n t h e Abo a t 

above 9,000 f e e t , r e c o v e r e d 1,200 f e e t o f o i l on a 

DST. They p e r f o r a t e d i t , and i n a n i n e - h o u r f l o w 

t e s t , i t f l o w e d 96 b a r r e l s o f o i l , 12 b a r r e l s o f 

w a t e r . And we have no r e c o r d s t o show t h a t i t was 

ever p r o d u c e d . So t h a t l o o k s p r o s p e c t i v e t o us as a 

s t r o n g secondary o b j e c t i v e . 
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Q. Could you j u s t summarize t h e c o n c l u s i o n s 

t h a t you can r e a c h f r o m y o u r g e o l o g i c r e v i e w o f t h i s 

area? 

A. Okay. The proposed l o c a t i o n , t h e C h i l d r e s s 

"AKV" No. 1 s h o u l d e n c o u n t e r f a v o r a b l e s t r u c t u r e 

based on nearby w e l l c o n t r o l , and i t a l s o f a l l s i n a 

f a v o r a b l e p o r o s i t y t r e n d so t h a t we have a v e r y good 

chance o f success i n o b t a i n i n g economic p r o d u c t i o n . 

Q. I s i t p o s s i b l e t h a t a t t h i s l o c a t i o n , you 

c o u l d d r i l l a w e l l t h a t would be a co m m e r c i a l success? 

A. W e l l , yes. The l o c a t i o n i s b a s i c a l l y a t an 

edge w e l l l o c a t i o n on t h e e a s t e r n edge o f t h e Saunders 

f i e l d . And i t i s p o s s i b l e t h a t t h e p o r o s i t y won't 

d e v e l o p o r t h a t t h e s t r u c t u r e d r ops o f f more r a p i d l y 

t h a n we a n t i c i p a t e . 

Q. W i l l Yates a l s o c a l l an e n g i n e e r i n g w i t n e s s 

t o r e v i e w t h e r i s k a s s o c i a t e d w i t h t h i s w e l l ? 

A. Yes, s i r . 

Q. I n yo u r o p i n i o n , w i l l a p p r o v a l o f t h i s 

a p p l i c a t i o n be i n t h e b e s t i n t e r e s t o f c o n s e r v a t i o n , 

t h e p r e v e n t i o n o f waste, and t h e p r o t e c t i o n o f 

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

A. Yes. 

Q. Were E x h i b i t s 5 and 6 p r e p a r e d by you? 

A. Yes. 
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MR. CARR: At t h i s t i m e , Mr. Catanach, we 

move t h e a d m i s s i o n o f Yates P e t r o l e u m C o r p o r a t i o n ' s 

E x h i b i t s 5 and 6. 

EXAMINER CATANACH: E x h i b i t s 5 and 6 w i l l 

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

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

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

EXAMINER CATANACH: I d o n ' t have any 

q u e s t i o n s o f t h e w i t n e s s . He may be excused. 

MR. CARR: At t h i s t i m e we c a l l Theresa 

S l o a n . 

THERESA SLOAN, 

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 

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

EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e y o u r name and p l a c e o f 

r e s i d e n c e . 

A. Theresa S l o a n . A r t e s i a , New Mexico. 

Q. By whom a r e you employed? 

A. Yates P e t r o l e u m . 

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

A. As a p e t r o l e u m e n g i n e e r . 

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

D i v i s i o n ? 
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A. Yes, I have. 

Q. At t h e t i m e o f t h a t p r i o r t e s t i m o n y , were 

y o u r c r e d e n t i a l s as a p e t r o l e u m e n g i n e e r a c c e p t e d and 

made a m a t t e r o f r e c o r d ? 

A. Yes. 

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

i n t h i s case on b e h a l f o f Yates? 

A. Yes. 

Q. Are you f a m i l i a r w i t h t h e s u b j e c t area? 

A. Yes, I am. 

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

a c c e p t a b l e ? 

EXAMINER CATANACH: Yes, t h e y a r e . 

Q. (BY MR. CARR) Have you p r e p a r e d c e r t a i n 

e x h i b i t s f o r p r e s e n t a t i o n i n t h i s case? 

A. Yes, I have. 

Q. Can you i d e n t i f y what has been marked Yates 

E x h i b i t No. 7? 

A. Yates E x h i b i t No. 7 i s t h e AFE, t h e 

a u t h o r i z a t i o n f o r e x p e n d i t u r e t o d r i l l and co m p l e t e 

t h e C h i l d r e s s "AKV" No. 1. 

Q. Has t h i s AFE been p r o v i d e d t o t h o s e p a r t i e s 

who a r e s u b j e c t t o f o r c e p o o l i n g i n t h i s p r o c e e d i n g 

h e r e t o d a y ? 

A. Yes, i t has. 
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Q. What i s t h e t o t a l f o r a c o m p l e t e d w e l l ? 

A. The t o t a l t o com p l e t e t h e w e l l w i l l be 

$820,000. 

Q. And t h e d r y h o l e c o s t s a r e a l s o i n d i c a t e d ? 

A. Yes, a t $477,000. 

Q. Are t h e s e c o s t s i n l i n e f o r what has been 

c h a r g e d by Yates f o r o t h e r w e l l s i n t h i s area? 

A. They're s l i g h t l y h i g h e r because we're g o i n g 

t o be g o i n g about 7 - i n c h c a s i n g v e r s u s 5 - 1 / 2 - i n c h 

c a s i n g . 

Q. Other t h a n t h a t , a r e t h e c o s t s comparable 

t o what's been charged f o r o t h e r w e l l s ? 

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

Q. Are you p r e p a r e d t o make a recommendation 

t o t h e examiner c o n c e r n i n g t h e r i s k a s s o c i a t e d w i t h 

t h e d r i l l i n g o f t h i s w e l l ? 

A. Yes, I am. 200 p e r c e n t . 

Q. L e t ' s go t o what has been marked Yates 

E x h i b i t No. 8. Would you r e f e r t o t h i s e x h i b i t and 

t h e n r e v i e w f o r Mr. Catanach your r e a s o n s f o r 

r e q u e s t i n g a 200 p e r c e n t p e n a l t y ? 

A. E x h i b i t No. 8 i s a map o f t h e u l t i m a t e 

r e c o v e r y f o r t h e w e l l s i n t h i s s i x - s e c t i o n a r e a . And, 

as you can see, a l o t o f t h e u l t i m a t e r e c o v e r i e s , t h e y 

v a r y c o n s i d e r a b l y , and we f e e l t h a t o f c o u r s e g o i n g 
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t o w a r d s t h e edge o f t h e f i e l d , t h a t we a r e t a k i n g a 

r i s k , such as t h e C h i l d r e s s A No. 1. However, as you 

l o o k a c r o s s t h e whole f i e l d , t h e r e i s such a v a r i a n c e 

t h a t we c o u l d have a w e l l t h a t does n o t pay o u t . We 

f e e l t h i s i s a h i g h r i s k . 

Q. L e t ' s go t o E x h i b i t No. 9, and a g a i n use 

t h i s e x h i b i t and r e v i e w t h e m e c h a n i c a l r i s k a s s o c i a t e d 

w i t h t h i s p r o j e c t . 

A. The Saunders f i e l d and a l s o t h e Lazy J Penn 

f i e l d , a l o t o f t h e w e l l s i n t h i s area have m e c h a n i c a l 

p r o b l e m s , and some of t h e m e c h a n i c a l problems a r e due 

t o c o l l a p s e d c a s i n g . And t h i s E x h i b i t No. 9 shows 

f o u r o f t h e w e l l s t h a t have had c o l l a p s e d c a s i n g 

p r o b l ems i n t h i s s i x - s e c t i o n a r e a . 

Q. How deep a r e t h e s e w e l l s ? 

A. The w e l l s a r e 10,000 f o o t deep. 

Q. A c c o r d i n g l y , a r e you l o o k i n g a t a 

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

A. Yes, we a r e . 

Q. Have you made an e s t i m a t e o f t h e overhead 

a d m i n i s t r a t i v e c o s t t o be i n c u r r e d w h i l e d r i l l i n g t h i s 

w e l l and, i f s u c c e s s f u l , w h i l e p r o d u c i n g i t ? 

A. Yes. 

Q. What are t h o s e f i g u r e s ? 

A. I t ' s $5200 a month w h i l e d r i l l i n g , overhead 
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and a d m i n i s t r a t i v e c o s t w h i l e d r i l l i n g t h e w e l l , and 

$520 a month w h i l e p r o d u c i n g t h e w e l l . 

Q. Are t h e s e c o s t s i n l i n e w i t h what i s b e i n g 

c h a r g e d by o p e r a t o r s i n t h i s area? 

A. Yes. 

Q. Are t h e s e f i g u r e s a l s o i n l i n e w i t h t h e 

1992 f i g u r e s p u b l i s h e d by E r n s t & Young f o r w e l l s t o 

t h i s depth? 

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

Q. Do you recommend t h a t t h e s e f i g u r e s be 

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

h e a r i n g ? 

A. Yes. 

Q. Does Yates P e t r o l e u m C o r p o r a t i o n seek t o be 

d e s i g n a t e d o p e r a t o r o f t h e w e l l ? 

A. Yes. 

Q. I n yo u r o p i n i o n , w i l l a p p r o v a l o f t h i s 

a p p l i c a t i o n , t h e i m p o s i t i o n of t h e recommended r i s k 

p e n a l t y on t h e d r i l l i n g o f t h e w e l l be i n t h e b e s t 

i n t e r e s t o f c o n s e r v a t i o n , t h e p r o t e c t i o n o f waste, and 

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

A. Yes. 

Q. Were E x h i b i t s 7 t h r o u g h 9 p r e p a r e d by you 

or c o m p i l e d a t yo u r d i r e c t i o n ? 

A. Yes. 
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MR. CARR: At t h i s t i m e , Mr. Catanach, we 

move t h e a d m i s s i o n o f Yates P e t r o l e u m C o r p o r a t i o n 

E x h i b i t s 7 t h r o u g h 9. 

EXAMINER CATANACH: E x h i b i t s 7 t h r o u g h 9 

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

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

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

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Miss S l o a n , I n o t i c e i n S e c t i o n 2 and 

S e c t i o n 11 Yates had two w e l l s t h a t had c o l l a p s e d 

c a s i n g i n them. 

A. Yes, um-hm. 

Q. Do you guys have a t h e o r y on what caused 

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

A. They d i d a s t u d y on i t j u s t r e c e n t l y , and 

f r o m what t h e y can u n d e r s t a n d , i t ' s due t o t h e 

c o r r o s i v e n a t u r e o f t h e b u l k f l u i d s . And t h e y ' l l come 

up i n t h e c a s i n g , and i t seems t o be where t h e f l u i d 

l e v e l was a t . We t h o u g h t a t f i r s t i t was t h e Abo, Abo 

f o r m a t i o n , you know, e x e r t i n g t h e p r e s s u r e . But i t ' s 

t h e c o r r o s i v e n a t u r e of t h e f l u i d because t h e r e i s a 

l o t o f H2S. 

MR. STOVALL: How o l d a r e t h o s e w e l l b o r e s 

t h a t c o l l a p s e d ? What's t h e average g e n e r a l l y o f each 
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o f them? 

THE WITNESS: The S u p e r i o r s were d r i l l e d i n 

t h e mid-80's. The Red Dog, I b e l i e v e , was d r i l l e d i n 

t h e l a t e 80's. Tahoe Energy d r i l l e d t h a t w e l l . 

MR. STOVALL: So t h e y ' r e n o t a l l t h a t o l d ? 

THE WITNESS: No, n o t n e c e s s a r i l y . 

Q. (BY EXAMINER CATANACH) T h i s i s i n t h a t 

B a gley t r e n d and t h e Saunders t h a t t h e y ' v e had a 

tremendous amount o f w e l l s ? I s n ' t i t t h e same --

A. The Bagl e y , I'm n o t f a m i l i a r w i t h t h a t 

B a gley f i e l d ? 

Q. I t h i n k i t ' s t h e same area t h a t t h e y ' v e had 

a tremendous number o f w e l l s --

A. L i k e i n t h e s o u t h e r n p a r t o f t h e Saunders 

f i e l d , t h e G i l l e s p i e w e l l s , t h e y had seven o r e i g h t 

w e l l s t h a t c o l l a p s e d , c o l l a p s e d c a s i n g . 

Q. T h i s has been g o i n g on a l o n g t i m e ? 

A. R i g h t . And so a l o t l i k e , f r o m what I 

u n d e r s t a n d , Texaco t r e a t s t h e i r w e l l s , and we're under 

a t r e a t m e n t program now h o p e f u l l y t o e l i m i n a t e t h a t . 

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

MR. CARR: We have n o t h i n g f u r t h e r i n t h i s 

case, Mr. Catanach. 

EXAMINER CATANACH: There b e i n g n o t h i n g 

f u r t h e r , Case 10841 w i l l be t a k e n under a d v i s e m e n t . 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 

) ss . 

COUNTY OF SANTA FE ) 

I , Deborah O'Bine, C e r t i f i e d S h o r t h a n d 

R e p o r t e r and N o t a r y P u b l i c , HEREBY CERTIFY t h a t I 

caused my n o t e s t o be t r a n s c r i b e d under my p e r s o n a l 

s u p e r v i s i o n , and t h a t t h e f o r e g o i n g t r a n s c r i p t i s a 

t r u e and a c c u r a t e r e c o r d o f t h e p r o c e e d i n g s o f s a i d 

hear i n g . 

o r employee o f any o f t h e p a r t i e s o r a t t o r n e y s 

i n v o l v e d i n t h i s m a t t e r and t h a t I have no p e r s o n a l 

i n t e r e s t i n t h e f i n a l d i s p o s i t i o n o f t h i s m a t t e r . 

I FURTHER CERTIFY t h a t I am n o t a r e l a t i v e 

WITNESS MY HAND AND SEAL, October 16, 1993. 

DEBORAH O'BINE 
CCR No. 63 

Oil Conservation Division 
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