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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

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

APPLICATION OF YATES PETROLEUM 
CORPORATION FOR AMENDMENT OF THE SPECIAL 
POOL RULES AND REGULATIONS GOVERNING THE 
PECOS SLOPE-ABO GAS POOL AND THE WEST 
PECOS SLOPE-ABO GAS POOL, CHAVES COUNTY, 
NEW MEXICO 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: MICHAEL E. STOGNER, Hearing Examiner 

A p r i l 24th, 2003 

MAY 8 2003 
Santa Fe, New Mexico 

Oil Conservation Division 

This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , MICHAEL E. STOGNER, 

Hearing Examiner, on Thursday, A p r i l 24th, 2003, a t the New 

Mexico Energy, Minerals and Natural Resources Department, 

1220 South Saint Francis Drive, Room 102, Santa Fe, New 

Mexico, Steven T. Brenner, C e r t i f i e d Court Reporter No. 7 

f o r the State of New Mexico. 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

10:36 a.m.: 

EXAMINER STOGNER: Okay, a t t h i s time I ' l l c a l l 

Case Number 13,057, which i s the A p p l i c a t i o n of Yates 

Petroleum Corporation f o r amendment of the s p e c i a l pool 

r u l e s and r e g u l a t i o n s governing the Pecos Slope-Abo Gas 

Pool and the West Pecos Slope-Abo Gas Pool, Chaves County, 

New Mexico. 

C a l l f o r appearances. 

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

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

Hart, L.L.P. 

We represent Yates Petroleum Corporation i n t h i s 

matter, and I have one witness. 

EXAMINER STOGNER: Any other appearances? 

MR. CARR: We'd request t h a t the r e c o r d r e f l e c t 

t h a t Dr. Boneau has t e s t i f i e d i n the previous case, t h a t he 

was sworn, remains under oath and t h a t h i s c r e d e n t i a l s as 

an expert i n petroleum engineering have been accepted and 

made a matter of record by the D i v i s i o n . 

EXAMINER STOGNER: Dr. Boneau i s so q u a l i f i e d , 

and l e t the record show t h a t Dr. Boneau has been p r e v i o u s l y 

sworn i n a previous case. 
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DAVID F. BONEAU. 

the witness h e r e i n , having been p r e v i o u s l y d u l y sworn upon 

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

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Dr. Boneau, are you f a m i l i a r w i t h the s u b j e c t 

matter of t h i s case? 

A. Yes, s i r . 

Q. Have you made an engineering study of the area 

i n v o l v e d i n t h i s matter? 

A. I've made a study of t h i s matter, yes, s i r . I t 

in v o l v e s engineering and some other t h i n g s . But yes. 

Q. Are you prepared t o share the r e s u l t s of your 

work w i t h the Examiner? 

A. Yes, s i r . 

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

acceptable, Mr. Stogner? 

EXAMINER STOGNER: Yes. 

Q. (By Mr. Carr) I t h i n k , Dr. Boneau, i n i t i a l l y i t 

would be h e l p f u l t o r e f e r t o what has been marked Yates 

Petroleum Corporation E x h i b i t 1 and e x p l a i n f i r s t what i t 

i s t h a t Yates i s seeking i n t h i s case. 

A. I ' l l t r y t o e x p l a i n t h a t . Yates i s seeking what 

I c a l l t he p o s s i b i l i t y of having unorthodox l o c a t i o n s i n 

these pools approved a d m i n i s t r a t i v e l y , and t h a t i s — w e ' l l 
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see t h a t t h a t i s s p e c i f i c a l l y prevented by the current 

rules. 

And we're also seeking t o kind of what I would 

c a l l straighten out the s i t u a t i o n with nonstandard 

locations where there are — administrative approval i s 

allowed i n cases where the survey varies, but there's a 30-

day notice period instead of the normal 20, and then i n 

other kinds of nonstandard locations a hearing i s required, 

and we're — we think i t makes sense that the o b l i g a t i o n t o 

have a hearing i n these two cases — i n both the cases of 

unorthodox location and nonstandard locations, you know, 

should be taken away so that under reasonable conditions 

these things could be done without a hearing. 

Q. And so what you're doing i s t r y i n g t o eliminate 

the requirement f o r hearing i n a l l cases involving 

unorthodox locations and i n those cases now where hearings 

are required f o r nonstandard u n i t s ; i s th a t correct? 

A. Exactly, yes. 

Q. You're also seeking to adjust the notice and 

objection period that set the special pool rules so th a t 

those rules are consistent with the statewide rules? 

A. Yes, the statewide i s 20 and t h i s i s 30, and we 

th i n k 20 would be f i n e everywhere. 

Q. A l l r i g h t . What i s the present s i t u a t i o n i n both 

the Pecos Slope-Abo and the West Pecos Slope-Abo Pool i n 
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terms of the rules that apply to — 

A. The rules are governed by Order R-9976-C, 

promulgated i n March of 1996, and I may miss some of the 

d e t a i l s but t o me the main points are that a spacing u n i t 

contains 160 acres, which would be a government quarter 

section. 

Number 2, nonstandard spacing u n i t s can be 

approved administratively i f they are due t o survey 

variances and i f the o f f s e t operators are n o t i f i e d by 

registered or c e r t i f i e d mail and no one objects w i t h i n the 

period which i s now set at 30 days. The rules — I t ' s not 

r e a l l y on my paper here, but the rules say t h a t i f the 

nonstandard spacing u n i t i s the r e s u l t of something other 

than a survey variance, you must have a hearing. 

The rules, number 3, say that an optional second 

we l l i s allowed i n each 160-acre spacing u n i t . And t h a t 

was a great — that was the reason f o r l o t s of the hearings 

i n 1995 and 1996 that resulted i n t h i s . 

And the locations of these wells, the f i r s t w ell 

and the optional second well must be at least 660 feet from 

the outer boundary of the quarter section to be orthodox. 

And as number 5 says, each wel l must be at least 

ten feet from what I c a l l an inner quarter-quarter section 

boundary, and that's j u s t f i n e . 

And the present rules, my item number 6 there i n 
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bold says an "unorthodox well location can be granted only 

a f t e r notice and hearing", and no exceptions. And that's 

the main point that we're t r y i n g t o address today, r e a l l y . 

Q. Yates was the o r i g i n a l applicant i n the cases 

when i t resulted i n the adoption of these special pool 

r u l e s ; i s that r i g h t ? 

A. That's correct, yes. 

Q. And the objective i n those cases was t o authorize 

under c e r t a i n circumstances i n f i l l development of the Pecos 

Slope-Abo and the West Pecos Slope-Abo? 

A. That's correct. At the time — Lots of people 

from Yates t e s t i f i e d , et cetera, but I've worked on the 

Pecos Slope-Abo since 1980 when I joined Yates, and we 

found e s s e n t i a l l y that the f i r s t wells were draining about 

100 acres on average, and so sometimes you needed a second 

w e l l and sometimes you didn't. And anyway, we t r i e d — The 

main purpose of a l l that series of hearings was to get a 

second we l l and get some reasonable circumstances under 

which you could i n f i l l t hat second w e l l . And t h i s order i s 

what resulted out of a p r e t t y lengthy process of working 

with the Division on that. 

Q. The orders that promulgated the special pool 

rules f o r these pools express concern about the p o t e n t i a l 

f o r c o r r e l a t i v e - r i g h t s v i o l a t i o n s , do they not? 

A. Yes, they c l e a r l y did. I thi n k i t was item — 
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Find i n g 27, and I don't know t h a t i t makes any sense f o r me 

t o quote i t , but you c l e a r l y don't want second w e l l s 

d r i l l e d r e a l close t o some other people's leases or where 

c o r r e l a t i v e r i g h t s could be v i o l a t e d , and — 

Q. And the requirements t h a t we're t a l k i n g about 

today are a c t u a l l y requirements imposed by the D i v i s i o n as 

t h i s e f f o r t was i n i t i a t e d t o provide e x t r a p r o t e c t i o n t o 

assure t h a t c o r r e l a t i v e r i g h t s problems d i d not occur; 

i s n ' t t h a t c o r r e c t ? 

A. My understanding i s t h a t t h a t was the t h i n k i n g of 

the D i v i s i o n and, you know, r i g h t l y so. I t h i n k our p o i n t 

today i s t h a t t h e i r system has worked maybe too w e l l , and 

t h e r e have not been — I t h i n k t h e r e have not been 

c o r r e l a t i v e - r i g h t s v i o l a t i o n s , and we're here t o say t h a t 

the e x t r a p r o t e c t i o n b u i l t i n by t h i s mandatory hearing has 

put e x t r a work on the D i v i s i o n and on the companies t h a t 

doesn't seem j u s t i f i e d i n view of s i x or e i g h t years o f 

experience w i t h t h i s order. 

Q. E x h i b i t 1 has a s e c t i o n toward the bottom where 

you have broken out a f i r s t change and a second change. 

Would you l i k e t o review t h a t , please? 

A. I f I can — I ' l l t r y t o do t h a t halfway b r i e f l y . 

But by f i r s t change, I mean the mandatory hearing, r e a l l y 

mostly f o r unorthodox l o c a t i o n s , but the mandatory hearing. 

We t h i n k t h a t you can give people the same p r o t e c t i o n by — 
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through the notice process and through the chance f o r 

people t o object, and i n some cases a hearing i s j u s t p l a i n 

not — does not need t o be mandated. 

Anyway, we would say that you r e t a i n the notice 

— and you obviously are going to do t h i s by the registered 

and c e r t i f i e d mail. We're suggesting that you allow 

administrative approval i f no one objects w i t h i n 2 0 days. 

And obviously you schedule a hearing i f an operator, an 

o f f s e t operator objects, or i f the Division wants t o . And 

tha t gives l o t s of protection. 

We're t r y i n g to give you a reason f o r making t h i s 

change, and i n vague terms i t ' s that i t w i l l be a more 

e f f i c i e n t process that s t i l l protects the i n t e r e s t of the 

o f f s e t operators. They w i l l a l l receive the same notice as 

required by the present rules and by the statewide rules 

and i n other types of hearings. 

One of our points we r e a l l y want t o make, since 

1996 I have found 36 unorthodox wells i n these two pools, 

and I've looked at them i n d e t a i l . And i n every single one 

of the 36 cases, the operator of the unorthodox w e l l i s 

encroaching upon a spacing u n i t operated by himself. Every 

single one of them has been Yates encroaching upon Yates or 

McKay encroaching upon McKay, or Gothic, which i s now 

Chesapeake, encroaching Gothic, which i s now Chesapeake. 

I think I'm r i g h t i n saying there have been no 
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opposed hearings. There have been these hearings, but 

t h e r e have been no opposed hearings. The way I would say 

i t i s t h a t the excesses envisioned when the order was 

w r i t t e n simply have not happened, and w e ' l l t r y t o show, 

you know, why we t h i n k they won't happen and i f the r u l e s 

could be loosened. Okay. 

I want t o p o i n t out t h a t when I'm saying t h a t an 

operator has always encroached upon him s e l f I'm not saying 

t h a t t he d e t a i l e d ownership of the 160 t h a t ' s being d r i l l e d 

upon and the encroached-upon 160 i s e x a c t l y t he same. I 

mean, I don't know enough — have enough i n f o r m a t i o n t o say 

t h a t , i n some cases. And i n a few cases I do have 

i n f o r m a t i o n t o say t h a t those ownerships are s l i g h t l y 

d i f f e r e n t . 

But the operators are the same, and the n o t i c e 

r u l e s say c l e a r l y t h a t the nonoperating owners have got t o 

be n o t i f i e d and have a chance t o o b j e c t i f they t h i n k t h e i r 

r i g h t s are being v i o l a t e d . 

Q. And t h a t would remain under the r u l e s i f changed 

as Yates i s proposing? 

A. Ab s o l u t e l y , t h a t ' s i n the statewide r u l e , t h a t ' s 

i n t he c u r r e n t r u l e s , t h a t ' s i n any set of r u l e s t h a t you'd 

consider. 

So I mean, I a c t u a l l y was s u r p r i s e d t o f i n d — 

and I hope I — I looked r e a l l y hard, I hope I found them 
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a l l . But I was s u r p r i s e d t o f i n d t h a t t h e r e weren't cases 

where Yates was t r y i n g t o move cl o s e r t o , you know, 

somebody else's. There j u s t have been none of those, and 

t o me t h a t — I was s u r p r i s e d t o f i n d i t . T h i r t y - s i x of 3 6 

i s p r e t t y good s t a t i s t i c s t h a t i t ' s an okay t h i n g t o do. 

Q. I s i t f a i r t o say t h a t the h i s t o r y of the 

development of t h i s r e s e r v o i r under these r u l e s d u r i n g the 

past seven years simply doesn't j u s t i f y t he mandatory 

hearing f o r unorthodox l o c a t i o n s and nonstandard u n i t s ? 

A. That's our o p i n i o n , yes, and I t h i n k there's some 

f a c t s t o support t h a t . 

Q. What i s the second change you're asking f o r ? 

A. The second change t h a t , you know, I t h i n k i s 

simple i s , the n o t i c e p e r i o d i s set a t 30 days. A l l the 

r u l e s — a l l the other D i v i s i o n r u l e s I'm f a m i l i a r w i t h 

have a 20-day n o t i c e p e r i o d . I t j u s t would be convenient 

i f t h e y ' r e a l l set a t 20 days and you could t h i n k i n terms 

of a l l n o t i c e periods being 2 0 days. I don't see anything 

s p e c i a l about t h i s t h a t the e x t r a 10 days w i l l save the 

wo r l d . A 20-day n o t i c e would work great i n t h i s , l i k e i t 

does i n a l l the other a c t i v i t i e s the D i v i s i o n promotes. 

Q. Dr. Boneau, l e t ' s go t o what has been marked 

Yates E x h i b i t Number 2. Would you i d e n t i f y and review 

t h a t , please? 

A. Yes, s i r . E x h i b i t 2 t a l k s about 28 w e l l s i n the 
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Pecos Slope Pool, the main Pecos Slope Pool, t h a t have been 

d r i l l e d a t unorthodox l o c a t i o n s since the order i n 1996. 

And I guess they are l i s t e d by — Well, they're l i s t e d by 

l o c a t i o n , I b e l i e v e , but — No, they're not, t h e y ' r e l i s t e d 

by date. Wake up. So the one a t the top had a spud date 

of 1996 and the one a t the bottom had a spud date i n 

February of t h i s year. So they're a c t u a l l y l i s t e d by spud 

date, i s how they're l i s t e d . 

But there's 28 w e l l s , unorthodox l o c a t i o n s . I've 

shown the d e t a i l s of l o c a t i o n s and the TDs and completion 

dates, e t cetera, and there's a column c a l l e d "Outcome" 

t h a t shows what some of them ended up producing from and 

t h e i r i n i t i a l p o t e n t i a l . 

But the main p o i n t i s the two columns on the 

r i g h t - h a n d s i d e . The second column from the r i g h t I've 

la b e l e d "Operator D r i l l e d By", and so t h a t ' s the operator 

of t he w e l l , on the l e f t - h a n d side the w e l l t h a t ' s t a l k e d 

about i n t h a t row. And then the very l a s t column i s what I 

c a l l t he "Operator Encroached Upon", and t h a t i s the 

operator of the 160 t h a t the w e l l i s moving towards, t h a t 

i s c l o s e r than 660 f e e t t o the w e l l — t o the unorthodox 

w e l l . 

And the p o i n t i s j u s t what I s a i d . You look down 

t h e r e , and the second t o the l a s t column from the r i g h t and 

the l a s t column from the r i g h t have e x a c t l y the same e n t r y 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

13 

i n i t . And so Elk O i l was encroaching upon Elk O i l , and 

Yates was encroaching upon Yates, and Gothic was 

encroaching upon Gothic, and Pecos River Operating was 

encroaching upon Pecos River Operating, e t c e t e r a . Every 

s i n g l e case, the operator of the unorthodox w e l l i s 

encroaching upon i t s e l f , and I t h i n k t h a t makes i t 

r e l a t i v e l y t o understand why there have not been opposed 

hearings. 

The f a c t s are t h a t the operator, i n a c t u a l i t y , 

has been encroaching upon hi m s e l f , and t h a t ' s mostly 

r e l a t e d t o acreage p o s i t i o n s , I t h i n k . But those are the 

f a c t s of the unorthodox l o c a t i o n s i n the Pecos Slope Pool. 

Q. Each of these w e l l s would, under the r u l e s , would 

have t o go t o hearing before the l o c a t i o n could be 

approved; i s t h a t r i g h t ? 

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

Q. And i n each of these cases n o t i c e would have t o 

be provided not only t o the o f f s e t t i n g operator but t o the 

working i n t e r e s t owners i n the o f f s e t t i n g t r a c t s , i f they 

were other than the operator or the ownership of the 

d r i l l e d t r a c t ? 

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

Q. And i n your research l o o k i n g i n t o these, could 

you f i n d any evidence of any opposed hearing? 

A. No. 
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Q. Let's go t o what has been marked E x h i b i t 3. 

A. E x h i b i t 3 i s the exact d u p l i c a t e k i n d of t a b l e 

f o r the West Pecos Slope, and the West Pecos Slope since 

1996, e i g h t unorthodox-location w e l l s have been d r i l l e d a t 

unorthodox l o c a t i o n s . Every s i n g l e one of them i s by 

McKay, and i n a l l cases McKay was encroaching upon McKay. 

Same s t o r y . 

Q. Just another pool. But again, no opposed 

hearings a f t e r notice? 

A. Correct. 

Q. Let's go t o what has been marked E x h i b i t Number 

4. What i s t h i s ? 

A. E x h i b i t Number 4 i s j u s t a b i g map, and i t ' s a 

b i g map of the main Pecos Slope Pool. So there ' s a red 

o u t l i n e t h a t o u t l i n e s the Pecos Slope Pool, extends from 4 

South t o 11 South and includes p a r t s of 24, 25, 26 and 27 

East. 

There r e a l l y are only two t h i n g s shown on t h i s 

map. A l l the w e l l s are there and the l o c a t i o n s , e t cet e r a , 

but I've put a red c i r c l e , or there i s a red c i r c l e , around 

each of the unorthodox l o c a t i o n s t h a t ' s been d r i l l e d since 

1996, so each of the w e l l s on E x h i b i t 2 has a red c i r c l e on 

t h i s map. And you can see why Yates i s o f f s e t t i n g Yates i n 

a l o t of places. 

And the only other t h i n g , r e a l l y , i t shows i s , i n 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

15 

y e l l o w we've colored i n the acreage operated by Yates. I 

d i d n ' t c o l o r i n other people, but j u s t t o giv e t h e idea I 

co l o r e d i n the acreage operated by Yates. And there's a 

l o t of yellow, and so i t ' s reasonable t o say t h a t i n a heck 

of a l o t of places a yellow i s o f f s e t by a yell o w . And I 

do not have d e t a i l s of Chesapeake's acreage p o s i t i o n , f o r 

example, but people have f o r the most p a r t continuous 

blocks of acreage, and they end up o f f s e t t i n g themselves 

f o r t he most p a r t . 

So I j u s t made the map t o k i n d of make i t a 

l i t t l e more b e l i e v a b l e t h a t there are p r e t t y b i g acreage 

p o s i t i o n s and a l o t of p o t e n t i a l f o r unorthodox l o c a t i o n s 

being close t o other acreage operated i n t h i s case by 

Yates, but i n general by the same operator t h a t ' s d r i l l i n g 

t he unorthodox w e l l . 

So anyway — Nothing magic about i t , i t ' s j u s t a 

way t o help me make sense of the f a c t t h a t a l l the cases 

t h a t we've seen, these 36 w e l l s , have a l l been what I c a l l 

encroaching upon acreage operated by the same person, and I 

f e l t b e t t e r l o o k i n g a t t h i s acreage p o s i t i o n and saying, 

Yeah, I can see why a l o t of those t h i n g s happen, there's a 

l o t of yel l o w on t h i s map. That's r e a l l y the only purpose 

of i t . 

Q. We're l o o k i n g a t working i n t e r e s t s when we look 

a t t h i s map? 
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A. Yes. 

Q. I n these pools i s i t f a i r t o say we have a l a r g e r 

percentage of f e d e r a l lands than you would normally expect 

t o encounter, or normally do encounter, i n many f i e l d s i n 

southeast New Mexico? 

A. I t h i n k t h a t ' s a f a i r statement, yeah, ther e ' s a 

l o t of f e d e r a l land. 

Q. And how does t h a t bear on t h i s p a r t i c u l a r 

A p p l i c a t i o n ? 

A. Well, i t k i n d of makes the same p o i n t as a l l t h i s 

y e l l o w working i n t e r e s t acreage. A huge f r a c t i o n of the 

acreage i s f e d e r a l . The r o y a l t y owner i s the same over a 

l a r g e p o r t i o n of t h i s area, and again these unorthodox 

l o c a t i o n s would have f e d e r a l r o y a l t i e s encroaching upon 

f e d e r a l r o y a l t i e s i n a larg e number of cases. And so i t 

lessens the p o s s i b i l i t y of c o r r e l a t i v e - r i g h t s problems w i t h 

r o y a l t i e s . 

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

E x h i b i t Number 5? 

A. Yes, Yates E x h i b i t Number 5 i s a smaller but 

s i m i l a r map f o r the West Pecos Slope-Abo, and again i t has 

the red c i r c l e s showing the e i g h t McKay w e l l s t h a t have 

been d r i l l e d on unorthodox l o c a t i o n s , and then i t a l s o has 

some ye l l o w Yates acreage. I t has Yates acreage i n yellow. 

A l l t he unorthodox l o c a t i o n s over here have been d r i l l e d by 
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McKay, and you can see they're centered i n a wh i t e area 

t h a t ' s McKay acreage i n the middle upper p a r t of the map. 

But from Yates' p o i n t of view, there's a l o t — 

The Yates yellow i s i n a contiguous k i n d of a block, and so 

i f Yates d r i l l s unorthodox l o c a t i o n s out here, we're going 

t o be encroaching upon ourselves i n a huge f r a c t i o n of the 

times t h a t t h a t happens. 

Q. Dr. Boneau, i n t h i s case what Yates i s seeking i s 

a c t u a l l y only procedural changes; i s t h a t r i g h t ? 

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

Q. And what we're asking i s t h a t t he r u l e s t h a t 

govern unorthodox l o c a t i o n s and nonstandard u n i t s i n the 

Pecos Slope-Abo Gas Pool and the West Pecos Slope-Abo Gas 

Pool be made c o n s i s t e n t w i t h the r u l e s t h a t would apply t o 

unorthodox l o c a t i o n s and nonstandard u n i t s i n other pools? 

A. Exactly, yes. 

Q. We are not suggesting t h a t — w i t h any unorthodox 

or w i t h any nonstandard u n i t , t h a t n o t i c e not be provided 

as r e q u i r e d by the 12 00 s e r i e s of the OCD Rules? 

A. We're not doing t h a t . We're r e a l l y saying Pecos 

Slope, you know, i s not s p e c i a l , we're not asking f o r 

anythin g s p e c i a l f o r i t , we're asking t h a t i t be t r e a t e d 

l i k e everybody e l s e . 

Q. And a f f e c t e d p a r t i e s , as t h a t i s d e f i n e d by 

D i v i s i o n r u l e s , would s t i l l r eceive notice? 
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A. Abs o l u t e l y . 

Q. And i f any of those p a r t i e s o b j e c t t o an 

a p p l i c a t i o n , the matter s t i l l would come here f o r hearing? 

A. C l e a r l y , yes. 

Q. And i s i t f a i r t o say t h a t based on the 

experience of the l a s t seven years, t h a t t he c o r r e l a t i v e -

r i g h t s concerns t h a t were expressed a t the time i n f i l l 

d r i l l i n g was authorized simply have not come t o pass? 

A. They have not come t o pass, and I t h i n k because 

of t h e acreage p o s i t i o n t h a t they won't come t o pass i n the 

f u t u r e very o f t e n e i t h e r . 

Q. And t h a t i s the basis f o r Yates* recommendation 

t o a b o l i s h mandatory hearings and t o b r i n g t he n o t i c e 

o b j e c t i o n time p e r i o d down from 30 days t o 20 days, as i s 

found i n the general rules? 

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

Q. Dr. Boneau, i s E x h i b i t Number 6 an a f f i d a v i t t h a t 

confirms t h a t n o t i c e of t h i s A p p l i c a t i o n has been provided 

t o t h e operators of a l l Abo w e l l s i n the Pecos Slope-Abo 

Gas Pool and the West Pecos Slope-Abo Gas Pool? 

A. Yes, E x h i b i t 6 i s t h a t a f f i d a v i t , w i t h numerous 

pages of r e t u r n r e c e i p t s . 

Q. We also n o t i f i e d operators of Abo w e l l s o u t s i d e 

these pools w i t h i n a mi l e of the po o l ; i s t h a t c o r r e c t ? 

A. Correct, yes, s i r . 
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Q. I n your o p i n i o n , w i l l approval of t h i s 

A p p l i c a t i o n e l i m i n a t e unnecessary hearings and t h e r e f o r e 

r e l i e v e operators and the D i v i s i o n s of the burdens t h a t are 

now found i n these s p e c i a l pool rules? 

A. Yes, i t w i l l e l i m i n a t e some burdens. 

Q. I n your o p i n i o n , w i l l approval of the A p p l i c a t i o n 

r e s u l t i n a r e g u l a t o r y system t h a t e f f e c t i v e l y and 

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

i n these pools? 

A. Yes, i t w i l l do t h a t . 

Q. And i n your opin i o n w i l l approval of the 

A p p l i c a t i o n otherwise be i n the best i n t e r e s t of 

conservation and the prevention of waste? 

A. I t h i n k t h a t ' s c o r r e c t , yes, s i r . 

Q. Were E x h i b i t s 1 through 5 prepared by you or 

under your d i r e c t i o n and supervision? 

A. Yes, they were. 

Q. And E x h i b i t 6 i s the n o t i c e a f f i d a v i t t h a t was 

prepared by Holland and Hart; i s t h a t r i g h t ? 

A. Correct, yes, s i r . 

MR. CARR: Mr. Examiner, a t t h i s time I would 

move the admission i n t o evidence of Yates Petroleum 

Corporation E x h i b i t s 1 through 6. 

EXAMINER STOGNER: E x h i b i t s 1 through 6 w i l l be 

admitted i n t o evidence a t t h i s time. 
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MR. CARR: And t h a t concludes my d i r e c t 

examination of Dr. Boneau. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Dr. Boneau, you mentioned t h a t there's n o t h i n g 

s p e c i a l about t h i s p o o l , but a t one time was th e r e 

something s p e c i a l about t h i s pool? 

A. Well, I t h i n k there were a number of t h i n g s 

s p e c i a l about t h i s p ool. Well, i t s discovery i s a good 

s t o r y . I t ' s , you know, a huge development n o r t h of Roswell 

where most of the gas i n southeast New Mexico i s , you know, 

i n Eddy County, south of Roswell, e t cetera. I t was 

discovered a t the time of the NGPA and the f i r s t gas c r i s i s 

and t i g h t - g a s r u l e s , and i t ' s a t i g h t - g a s sand t h a t 

r e c e i v e d good p r i c e s , and t h a t promoted i t s development. 

There's 800 t o 1000 w e l l s up here, a h a l f a TCF of gas. 

You know, when i t was found i n the l a t e 1970s and e a r l y 

1980s i t was a p r e t t y s p e c i a l place. Obviously i t ' s been a 

b i g p a r t , you know, of our company. 

And l i k e anything t h a t ' s new, t h e r e are questions 

t h a t we d i d n ' t know the answer t o concerning drainage and 

concerning d e l i v e r a b i l i t y and concerning what reserves 

would be, but 2 0 or so years l a t e r the r e s e r v o i r k i n d of 

questions have been, you know, mostly answered. And we're 

on these second w e l l s , and Yates and other companies are, 
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you know, t r y i n g t o make these second w e l l s work where 

ap p r o p r i a t e . 

You look down through my outcome l i s t on E x h i b i t 

2, and a l o t of the second w e l l s — Well, second w e l l s have 

been d r i l l e d . Some of them have not been t h a t good. We 

don't r e a l l y — You know, we can't d r i l l a second w e l l 

t h a t ' s always gre a t . And I guess w e ' l l keep t r y i n g , but — 

I'm t o the p o i n t of rambling, but when t h i n g s are new 

the y ' r e s p e c i a l . When they're 25 years o l d , they k i n d of 

get t o be o l d hat. There's s t i l l some romance i n t h i s 

f i e l d , but most of i t s secrets have been revealed, I t h i n k . 

Q. And t h a t ' s e s s e n t i a l l y what I'm t r y i n g t o get t o . 

The e v o l u t i o n of t h i s pool has, l i k e you s a i d , been unique 

about Chaves County, NGPA. Who would have ever thought 

t h a t a f e d e r a l program would have promoted — 

A. Yeah, t h i s one d i d good. 

Q. Yeah, t h i s was the very r a r e instance where t h a t 

happened. Well, I can't say t h a t e i t h e r , because up i n the 

northwest — But t h a t was t a l k i n g about the e v o l u t i o n . 

This i s where I was leading onto t h i s . 

Now the i n f i l l , the i n f i l l p r o v i s i o n s , were 

brought on i n 1996. The maps t h a t you presented today, 

does i t show a l l of the w e l l s t h a t you know of t h a t are 

producing or have produced from the Abo i n both of these 

pools? 
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A. Yes, i t ' s intended t o include a l l those, yes. 

Q. Okay, how many i n f i l l w e l l s would you estimate 

have been d r i l l e d , or how many spacing u n i t s have two w e l l s 

on them, percentagewise? 

A. Yeah, 10 t o 20 percent of them have second w e l l s . 

Out of 800 w e l l s there's i n the range of 150 second w e l l s . 

Q. So would you c l a s s i f y t h a t as somewhat of a 

successful program i n the d e p l e t i o n of t h i s f o r m a t i o n or 

pool? 

A. Oh, yeah, i t ' s added 50 BCF t o the p r o d u c t i o n 

from t h e po o l . 

Q. Okay, j u s t i n t h i s area, and then s t i l l t a l k i n g 

about the e v o l u t i o n of i t , the gas was never p r o r a t e d ; i s 

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

A. Correct, t h i s f i e l d has never been p r o r a t e d . 

Q. Okay. How many p i p e l i n e s s e r v i c e t h i s area, 

these two pools? 

A. Two main l i n e s , the Transwestern main l i n e and 

the E l Paso main l i n e . There are various g a t h e r i n g systems 

t h a t are connected t o those. Most — Well, the Yates gas 

i s mostly connected t o Transwestern, and so I t h i n k t he 

m a j o r i t y of the gas thereby i s connected t o Transwestern. 

The ga t h e r i n g systems were o r i g i n a l l y put i n by 

Transwestern and E l Paso, back i n the days when the 

p i p e l i n e s d i d t h a t . When the r u l e s changed, the 
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Transwestern ga t h e r i n g systems were purchased by Yates, i s 

my memory, and I r e a l l y don't — Well, t h e r e are a couple 

other small g a t h e r i n g systems. 

Q. But f o r the most p a r t t h e r e are two l i n e s — 

A. But t h e r e are two main l i n e s , yes, and they — 

Well, 20 years ago a l l the gas went t o C a l i f o r n i a . Now a l l 

t h e gas goes east, or most of the gas goes east. You know, 

t h i n g s change, but t h e r e are two main b i g i n t e r s t a t e 

p i p e l i n e s s e r v i n g the area. 

Q. Another f a c t o r — And the reason I brought t h i s 

out, because more than one p i p e l i n e has been a c o n t r i b u t i n g 

f a c t o r i n p r o r a t i n g pools, and t h i s was unique i n t h a t 

instance t h a t t h e r e was two l i n e s out t h e r e t h a t was — 

p r o r a t i o n i n g never occurred. But t h a t was a f a c t o r i n some 

other pools i n New Mexico t h a t l e d t o i t . So when i n f i l l 

was looked a t — I n f a c t , what i n f i l l d r i l l i n g was allowed 

a t t he time t h i s one was i n s t i t u t e d , t h i s was the f i r s t 

t h a t I know of where th e r e was i n f i l l allowed i n a non-

p r o r a t e d p o o l . So everybody was a l i t t l e b i t edgy i n those 

days, l o o k i n g back. 

A. Yeah. 

EXAMINER STOGNER: So we wanted t o move i n t o i t 

— So the e v o l u t i o n today i s t r y i n g t o b r i n g i t i n t o 

acceptable means i n the e v o l u t i o n which you're asking f o r 

today, and t h a t ' s a d m i n i s t r a t i v e procedures be allowed t o 
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d i c t a t e l o c a t i o n s . 

Okay, l e t ' s see. Well, w i t h t h a t , I don't t h i n k 

t h e r e ' s any other questions I have. Mr. Carr? 

MR. CARR: Mr. Stogner, j u s t as a b r i e f c l o s i n g 

statement: As you i n d i c a t e d , a t the time Yates appeared 

before the D i v i s i o n seeking approval of i n f i l l d r i l l i n g , 

t h i s was the f i r s t case where th e r e was a l a r g e i n f i l l 

program being proposed i n a nonprorated po o l . And the 

questions t h a t were presented and the evidence r e a l l y was 

very c l e a r on the f a c t t h a t a d d i t i o n a l reserves could be 

obtained by i n f i l l development i n the pool . 

But the hearing, and a lar g e p a r t of the hearing, 

focused on p r o c e d u r a l l y how t o move i n t o t h i s k i n d of a 

program i n a way where th e r e was e x t r a c a u t i o n . I t h i n k 

t h e D i v i s i o n had st a t e d i n i t s order and i t s f i n d i n g s t h a t 

they were being p a r t i c u l a r l y c a r e f u l as they moved i n t o 

t h i s t o be sure t h a t c o r r e l a t i v e - r i g h t s problems d i d n ' t 

develop and t h a t nothing s l i p p e d . 

And I t h i n k where we are today, and I t h i n k what 

Dr. Boneau has shown i s t h a t i n seven years of development 

i n t he pool where a s u b s t a n t i a l number of these w e l l s have 

been d r i l l e d , the kinds of c o r r e l a t i v e - r i g h t s concerns t h a t 

were on the t a b l e seven years ago r e a l l y haven't come t o 

pass. 

And we're i n a s i t u a t i o n now where Yates 
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b e l i e v e s , and I t h i n k the evidence shows, t h a t amendment of 

the pool r u l e s — only the procedural p r o v i s i o n s t h a t 

r e q u i r e hearings and t h a t set s p e c i a l time p e r i o d f o r 

o b j e c t i o n s , t h a t those are not needed and t h a t i t would 

a s s i s t operators and also a s s i s t the D i v i s i o n i n terms of 

not having unnecessary hearings, t o now change those r u l e s 

t o b r i n g them i n l i n e w i t h the statewide. And t h a t ' s what 

the A p p l i c a t i o n i s f o r , and t h a t ' s why we're here before 

you today. 

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

EXAMINER STOGNER: Thank you, Mr. Carr, f o r t h a t 

p r e s e n t a t i o n . Let me assure you t h a t t h i s pool i s s t i l l 

s p e c i a l inasmuch as t h i s i s the model t h a t a l o t of the 

e v o l u t i o n , a l o t of the pools and pro d u c t i o n w i t h i n t h i s 

s t a t e — take f o r instance the i n f i l l d r i l l i n g i n southeast 

New Mexico — are somewhat modeled a f t e r t h i s p o o l . The 

northwest i s going through an Abo s i t u a t i o n now where 

th e y ' r e l o o k i n g a t i n f i l l d r i l l i n g throughout northwest New 

Mexico on those statewide spacing of 160. This i s used as 

a model, the case, the p r e s e n t a t i o n and the orders which 

came out of the Abo. 

And I can also see i n the f u t u r e , a l s o up i n the 

northwest, the i n f i l l - i n f i l l of the Basin-Dakota-Blanco-

Mesaverde i s somewhat modeled a f t e r t h i s where p r o r a t i o n i n g 

i s no longer r e a l l y a f a c t o r up th e r e . I t ' s more of a 
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shadow p r o r a t i o n i n g i n which i f something happens we can 

i n s t i t u t e i t again. 

comes back t o t h i s p o o l , i t i s u t i l i z e d as a model. I can 

see i n the f u t u r e maybe a l l of southeast New Mexico or a l l 

of New Mexico w i l l have an o p t i o n a l i n f i l l p r o v i s i o n spaced 

on 160, based on what we have looked a t , how t h i s pool has 

evolved, how the companies have developed i t , how the 

D i v i s i o n and companies h o p e f u l l y have worked t o g e t h e r , or 

a t l e a s t not against each other, and t o — developing the 

pool and d e p l e t i n g i t p r o p e r l y . 

I t h i n k t h i s w i l l continue t o be a model pool as 

r u l e s , marketing, production changes. 

With t h a t , t h a t ' s a l l I have. 

I f there's nothing f u r t h e r i n Case 13,057, t h i s 

matter w i l l be taken under advisement. 

The coal gas, which i s going on now, t h a t i n f i l l 

MR. CARR: Thank you, Mr. Examiner. 

THE WITNESS: Thank you. 

(Thereupon, these proceedings were concluded a t 

11:14 a.m.) 

* * * 
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