
1 

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 ADOPTION OF SPECIAL 
POOL RULES, LEA COUNTY, NEW MEXICO 

CASE NO. 13 ,020 

ORIGINAL 
REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: MICHAEL E. STOGNER, Hearing Examiner 

March 13th, 2003 

Santa Fe, New Mexico 

MAR 2 7 2003 

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, March 13th, 2 003, a t the New 

Mexico Energy, Minerals and Natural Resources Department, 

12 2 0 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 

9:22 a.m.: 

EXAMINER STOGNER: This hearing w i l l come t o 

order. I ' l l c a l l Case Number 13,020. This i s the 

A p p l i c a t i o n of Yates Petroleum Corporation f o r adoption of 

s p e c i a l pool r u l e s , Lea 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? 

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

(Thereupon, the witness was sworn.) 

DAVID F. BONEAU. 

the witness h e r e i n , a f t e r having been f i r s t d u l y sworn upon 

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

DIRECT EXAMINATION 

BY MR. CARR: 

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

A. David Francis Boneau. 

Q. Dr. Boneau, where do you reside? 

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

Q. By whom are you employed? 

A. I'm employed by Yates Petroleum Corporation as 
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engineering manager. 

Q. Have you pr e v i o u s l y t e s t i f i e d before the New 

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

A. Yes. 

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

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

and made a matter of record? 

A. Yes, they were. 

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

t h i s case on behalf of Yates Petroleum Corporation? 

A. Yes, I am. 

Q. Have you made an engineering study of the area 

and the w e l l which are involved i n t h i s case? 

A. I have done t h a t , yes, s i r . 

Q. And are you prepared t o share the r e s u l t s of t h a t 

work w i t h Mr. Stogner? 

A. Correct, yes. 

MR. CARR: Mr. Stogner, are Dr. Boneau's 

q u a l i f i c a t i o n s acceptable? 

EXAMINER STOGNER: They are. 

Q. (By Mr. Carr) Dr. Boneau, would you i n i t i a l l y 

e x p l a i n t o the Examiner what i t i s t h a t Yates seeks i n t h i s 

case and why we're here? 

A. We're seeking s p e c i a l pool r u l e s f o r the S a l t 

Lake Delaware Pool, which include b a s i c a l l y 80-acre spacing 
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f o r Delaware w e l l s . This i s a one-well po o l . 

The purpose of our A p p l i c a t i o n , or what we're 

t r y i n g t o o b t a i n , i s an increased allowable f o r t h i s one-

w e l l pool. As amazing as i t sounds, we have a w e l l t h a t ' s 

t e n - p l u s years o l d t h a t can make more than the present 

allo w a b l e . 

The Examiner w i l l q u i c k l y see as we get i n t o t h i s 

t h a t there's an issue of some overproduction e a r l y i n the 

l i f e of t h i s pool, and we'd l i k e t h a t ignored or canceled 

or some such t h i n g . And the A p p l i c a t i o n does not 

s p e c i f i c a l l y t a l k about t h a t , and t h a t may be a n o t i c e 

issue t h a t — I'm not sure, there may be some problems. I f 

th e r e are, we might — we would address them now, or they 

might address them now, or — s h a l l we go on, or i s t h a t — 

EXAMINER STOGNER: Yeah, l e t ' s go on. 

MR. CARR: Let me ex p l a i n . When we s t a r t e d 

working on t h i s , l o o k i n g a t an increase i n all o w a b l e , we 

discovered t h a t i n the e a r l y 1990s t h i s w e l l overproduced. 

I t was choked back i n 1996 and since t h a t time has been 

producing w i t h i n the o i l allowable. And because of the 

date of t h i s and a l l , we simply had missed t h a t p a r t of the 

case. 

We'd be prepared t o f i l e a subsequent a p p l i c a t i o n 

t o address t h a t , t o f a l l back and do whatever needs t o be 

done, but i t ' s a problem and we're aware of t h a t . 
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And we discussed whether or not we would f a l l 

back and come before you, and we thought perhaps t h a t i t 

would be prudent, or a t l e a s t we f e l t we ought t o come 

forward now t h a t we've got our hands s o r t of around a l l the 

issues i n the s i t u a t i o n t h a t we're d e a l i n g w i t h , and 

provide you w i t h not only some drainage i n f o r m a t i o n but a 

h i s t o r y of the w e l l and put i t i n some s o r t of a context, 

and we're prepared t o do whatever you d i r e c t . 

EXAMINER STOGNER: You said the e a r l y 1990s. How 

much overproduction are we t a l k i n g about? 

THE WITNESS: The t o t a l i s s u b s t a n t i a l . I ' d say 

l i k e 12 0,000 b a r r e l s . I t ' s a r e a l l y strange s t o r y . 

EXAMINER STOGNER: I n the pool r u l e s t h a t you're 

seeking, i t would go from what depth bracket allowable t o 

what? 

THE WITNESS: Well, the producing zone i s j u s t 

about 5000 f e e t , so — i t ' s 4950 f e e t , so i t ' s the top l i n e 

of --

MR. CARR: I t goes 80 t o 160, I b e l i e v e . 

EXAMINER STOGNER: A l i t t l e too much t o — Okay, 

w e l l , l e t me ask another question a t t h i s p o i n t . What i s 

the w e l l capable of producing? What i s the production? 

THE WITNESS: Like Mr. Carr s a i d , the w e l l has 

been e s s e n t i a l l y choked back t o 80 b a r r e l s a day since 

1997. We t h i n k i t can s t i l l produce 120, 125 b a r r e l s a 
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day. 

EXAMINER STOGNER: So the increase would not be 

enough t o make up over time? 

THE WITNESS: Yeah, but i t would take q u i t e a b i t 

of time. 

EXAMINER STOGNER: Uh-huh. 

MR. CARR: You know, i f I might suggest, i t ' s a 

unique k i n d of a s i t u a t i o n , a one-well pool i n the potash 

area, and we might provide you — run through Dr. Boneau 1s 

testimony and — so i t puts i t i n some s o r t of a context — 

we've got production f i g u r e s and t h a t , i f t h a t ' s agreeable 

w i t h you. And then we could discuss about how we proceed 

w i t h i t . 

Or i f you'd l i k e t o have us p u l l i t , f i l e a new 

a p p l i c a t i o n seeking perhaps c a n c e l l a t i o n of overproduction 

and then e x p l a i n those circumstances i n t h a t case, we can 

do t h a t as w e l l . 

EXAMINER STOGNER: Let's proceed on today and pay 

p a r t i c u l a r a t t e n t i o n as you're questioning Dr. Boneau about 

the l o c a t i o n of t h i s w e l l , the s i z e of the lease — 

MR. CARR: Yeah, I w i l l . 

EXAMINER STOGNER: — the size of the acreage — 

MR. CARR: I'm prepared — 

EXAMINER STOGNER: — and perhaps, i f I might 

suggest something, maybe r e a d v e r t i s e i t as a — make the 
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s p e c i a l pool r u l e s r e t r o a c t i v e . 

MR. CARR: But we s t a r t e d t a l k i n g about i t and we 

d i d n ' t know what t o do, and so we decided i n s t e a d of coming 

back another day, t h a t we'd t r y and put i t on and then do 

whatever the D i v i s i o n thought we ought t o do. 

EXAMINER STOGNER: And the reason I s t a t e d t h a t , 

i t looks l i k e we're i n a one-well pool — 

MR. CARR: Right. 

EXAMINER STOGNER: — i n the potash area, and 

j u s t by glancing i t appears l i k e we're i n a b i g lease i n 

some f e d e r a l acreage. 

THE WITNESS: Yeah, there's — 

MR. CARR: You're c o r r e c t . 

THE WITNESS: They're not waste issues, they're 

not c o r r e l a t i v e - r i g h t s issues. I t ' s a reasonable s t o r y , i f 

we can go through i t . 

EXAMINER STOGNER: Let's do t h a t , bear i t i n mind 

and perhaps, instead of t a k i n g i t under advisement today, 

r e a d v e r t i s e i t f o r a r e t r o a c t i v e date, and t h a t way I don't 

see where i t would be necessary, unless somebody objected 

t o i t — I doubt i t — f o r Dr. Boneau t o r e t u r n . And then 

a t t h a t time, i n the two weeks or fou r weeks, whatever the 

case may be, we can take i t under advisement and issue an 

order. So l e t ' s proceed today. 

Q. (By Mr. Carr) Dr. Boneau, l e t ' s go t o what has 
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been marked f o r i d e n t i f i c a t i o n as Yates E x h i b i t Number 1. 

A. Okay. 

Q. Would you i d e n t i f y t h a t and review the 

i n f o r m a t i o n on t h i s e x h i b i t ? 

A. E x h i b i t 1 i s a map, an o r i e n t a t i o n p l a t . The 

important t h i n g s are, the w e l l we're t a l k i n g about i s i n 

Section 14, i n k i n d of the middle, the lower middle of the 

p l o t . The w e l l i n question i s c a l l e d Belco AIA Federal 

Number 1. I t ' s located s o r t of i n the — w e l l , i n U n i t J, 

but k i n d of i n the middle of Section 14. 

The yellow area shows Yates leases i n the area. 

Section 14 i s a s i n g l e f e d e r a l lease w i t h Yates as the only 

owner. So a l l the ownership i s i d e n t i c a l i n Section 14, 

and t h e r e are p r e t t y much no other w e l l s around. I t ' s a 

potash area. As y o u ' l l see, i t ' s a good w e l l . And we 

t r i e d r e a l l y hard t o o f f s e t i t and have had a l l s o r t s of 

APDs r e j e c t e d by the BLM. You know, you're f a m i l i a r w i t h 

some of those d e t a i l s . But we're t a l k i n g about the w e l l i n 

Section 14. 

Q. And Dr. Boneau, what acreage i s dedicated t o the 

we l l ? Forty acres? 

A. The acreage dedicated t o the w e l l i s the 4 0 acres 

i n U n i t J, yes, s i r . 

Q. The northwest of the — 

A. The northwest of the southeast of Section 14. 

STEVEN T. BRENNER, CCR 
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Q. We have i d e n t i c a l ownership throughout Section 

14, working i n t e r e s t and royalty interest? 

A. That's correct. 

Q. We have no other operator i n t h i s pool? 

A. That's correct. 

Q. There i s no other Delaware well w i t h i n a mile of 

t h i s pool? 

A. That's correct. 

Q. And attempts to o f f s e t t h i s with additional 

Delaware wells have been impossible because the BLM has 

denied APDs? 

A. That's correct, yes, s i r . 

Q. Let's go to Exhibit 2, and using t h i s composite 

e x h i b i t , f i r s t provide a history of the wel l and then 

review the general spacing and production information shown 

on t h i s e x h i b i t . 

A. Okay, there's a whole l o t of things on t h i s page 

to t r y t o orient to what we're t a l k i n g about here. So 

we're t a l k i n g about the Belco AIA Federal Number 1, and we 

talked about i t s location. 

I t was o r i g i n a l l y d r i l l e d by Belco Petroleum i n 

1981 as a deep Morrow t e s t ; 13,250 feet i s the t o t a l depth 

of the o r i g i n a l w e l l . And i t was DST'd i n the Morrow and 

abandoned. 

Belco Petroleum, when they d r i l l e d i t , set a long 

STEVEN T. BRENNER, CCR 
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in t e r m e d i a t e s t r i n g down t o 11,074 f e e t of 7-5/8-inch 

casing, and the only logs a v a i l a b l e on the w e l l from Belco 

are from 11,000 f e e t on down t o TD. So j u s t the deep zones 

were logged, there's no shallow logs a t a l l . So i t was a 

dry hole out t h e r e . 

And Yates re-entered — bought the lease and r e 

entered the w e l l i n August of 1990. And our o r i g i n a l idea 

was t o t e s t the Wolfcamp zone t h a t was i n the open hole and 

on the o l d Belco logs. And we d i d t h a t , and i t a c t u a l l y 

IP'd one day f o r 180 b a r r e l s a day. And over the next s i x 

months or so i t produced about 3000 b a r r e l s of o i l and died 

away, l i k e Wolfcamp sometimes does. 

Then as we have next t o the number 3 t h e r e , about 

i n the middle of the page, i n February.of 1991, Yates moved 

uphole i n t o the o l d casing and t e s t e d the Bone Springs 

i n t e r v a l a t 9600 f e e t down t o 10,000, and t h a t was not 

p r o d u c t i v e . 

And then we t e s t e d some what you c a l l lower 

Delaware i n the 7300-to-7500-foot range. And over t h i s 

six-month p e r i o d i n 1991, those various zones produced 

about 1500 b a r r e l s of o i l and were not r e a l l y commercial, 

we thought. 

And so we — I n item number 4, i n October of 

1991, a c t u a l l y on the 4th of October, Yates opened t h i s 

Delaware zone, 4928 t o 4956 f e e t . And the w e l l immediately 
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flowed about 200 b a r r e l s of o i l a day and 150 b a r r e l s of 

water a day. And we ended up completing the w e l l i n t h a t 

zone i n February, 1992, w i t h an IP of 210 b a r r e l s of o i l a 

day, 95 b a r r e l s of water and some associated gas. 

Since t h a t time — And t h a t ' s t he zone t h a t has 

been produced since October of 1991. I n t h a t time, t h a t 

one Delaware zone, upper Delaware zone, has produced 

461,000 b a r r e l s of o i l from the S a l t Lake-Delaware Pool. 

So t h a t ' s p r e t t y much a h i s t o r y of the w e l l . I t 

was a r e - e n t r y , and then we t r i e d several zones and ended 

up i n t h i s upper Delaware zone, which has turned out t o be 

a s e n s a t i o n a l producer. 

Okay. Down a t the bottom of the page I've l i s t e d 

some semi-facts, a t l e a s t , t h a t help more i n the 

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

So th e r e have been no o f f s e t w e l l s d r i l l e d 

because the BLM has r e j e c t e d a l l our permits and, you know, 

a l l s o r t s of fun has been going on w i t h the potash i n the 

l a s t t e n years. 

So the spacing, probably j u s t through our 

negl e c t , has been 40 acres w i t h a depth bracket allowable 

of 80 b a r r e l s a day. And y o u ' l l see the d e t a i l s , but the 

w e l l produced above t h a t 80 b a r r e l s a day from October, 

1991, t i l l e a r l y 1997 when we woke up and r e s t r i c t e d the 

pro d u c t i o n t o 80 b a r r e l s a day. And y o u ' l l see i t ' s been 
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h e l d back a t r e a l close t o 80 b a r r e l s a day since A p r i l , 

1997. 

Our f i e l d people t h i n k the w e l l can s t i l l produce 

120 b a r r e l s of o i l a day, and i t ' s been c l e a r f o r 10 years 

t h a t the w e l l i s d r a i n i n g more than 4 0 acres, and — but 

anyway, in c r e a s i n g the spacing u n i t t o 8 0 acres would r a i s e 

the allowable t o 160 b a r r e l s a day. 

Q. What i s E x h i b i t 3? 

EXAMINER STOGNER: I'm s o r r y , what was t h e 

question? 

Q. (By Mr. Carr) What i s E x h i b i t Number 3? 

A. E x h i b i t Number 3 i s another map, and i t s purpose 

i s simply t o show the pools i n the area. The S a l t Lake-

Delaware Pool i s — the southeast quarter of Section 14 has 

been designated as the pool. This Belco w e l l i s the only 

w e l l i n t h a t pool. 

The other Delaware pool on the map i s up t o the 

n o r t h . I t ' s c a l l e d East Lusk-Delaware Pool, and th e r e 

a c t u a l l y i s a Delaware producer, as w e ' l l see, i n Section 

1. I t ' s made l i k e 3000 b a r r e l s . 

And there i s a Delaware pool o f f the map t o the 

south, but i t ' s more than a mile away. 

So there's no other Delaware produ c t i o n w i t h i n a 

mi l e or two of t h i s w e l l . 

Q. Okay, Dr. Boneau, l e t ' s now go t o Yates E x h i b i t 
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Number 4, the t a b l e w i t h i n f o r m a t i o n on w e l l s near the 

Belco Federal Number 1, and review the e x h i b i t — e x p l a i n 

how i t ' s set up and review the i n f o r m a t i o n on the e x h i b i t . 

A. Okay, so E x h i b i t 4 contains spud dates and IPs, 

et c e tera, f o r a l l the w e l l s on the map t h a t we've seen, 

and I don't i n t e n d t o go through i t i n d e t a i l . Make a 

couple p o i n t s . 

The top w e l l , Snyder AKY Number 1, the f i r s t w e l l 

l i s t e d t h e r e , i s the other Delaware producer. I t a c t u a l l y 

produces from an upper Delaware zone. And l i k e I s a i d , 

i t ' s made 3000 b a r r e l s , and i t was a b i g s t r u g g l e t o get a 

permit t o d r i l l t h a t and we ended up w i t h 3000 b a r r e l s . 

Probably the other i n t e r e s t i n g t h i n g — There's 

been some deep w e l l s d r i l l e d here, a l o t of dry holes. The 

other r e a l production i n the area has been from the Bone 

Spring. I f you look way out on the ri g h t - h a n d column, 

there's a w e l l t h a t ' s made 37,000 b a r r e l s from the Bone 

Spring, a w e l l t h a t ' s made 62,000 from the Bone Spring, a 

w e l l t h a t ' s made 26,000 from the Bone Spring. So t h e r e 

hasn't been — Well, because of the potash, e t cet e r a , 

t h e r e hasn't been much development here, but there's been a 

l i t t l e b i t of Bone Spring production i n t h i s one Delaware 

w e l l . 

Q. A l l r i g h t , l e t ' s go t o the f i r s t p r o d u c t i o n p l o t , 

E x h i b i t Number 5. 
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A. Okay. The r e s t of the e x h i b i t s are r e a l l y only 

aimed a t one t h i n g . They're aimed a t making a case t h a t 

the drainage i s more than 40 acres, i s 80, you know, 80 or 

whatever acres. 

And so E x h i b i t 5 i s a m u l t i - c o l o r e d p i c t u r e of 

the p r o d u c t i o n h i s t o r y of t h i s w e l l . The o i l i s i n green, 

the gas i s i n red, the water i s i n blue. And i t ' s k i n d of 

a jumble t o see, and I don't know t h a t i t ' s worth t r y i n g t o 

get the d e t a i l s . I t h i n k moving t o Number 6 — 

Q. Okay. 

A. — i s an easier way t o say what we're t r y i n g t o 

say. 

Q. Let's go t o E x h i b i t 6. 

A. E x h i b i t 6 i s the same k i n d of pr o d u c t i o n p l o t , 

but i t j u s t shows the o i l so t h a t i t s c l e a r what we're 

t a l k i n g about. 

Before October of 1991 there's some pr o d u c t i o n i n 

the maybe 10- t o 40-barrel-a-day range down i n the lower 

l e f t corner, and t h a t ' s the Wolfcamp and other zones t h a t 

we're r e a l l y not t a l k i n g about. But the pr o d u c t i o n from 

t h i s Delaware zone s t a r t e d over 200 b a r r e l s a day and 

d r i f t e d around and down i n the 96, 97 — you know, a f t e r 

s i x years of production was s t i l l making around 100 b a r r e l s 

a day. 

And then the right-hand p a r t of the p l o t i s 
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e s s e n t i a l l y a f l a t l i n e a t 80 b a r r e l s of o i l a day, w i t h a 

few months t h a t are below t h a t due t o — w e l l , a l i t t l e b i t 

mechanical, but mostly t o times when Yates r e s t r i c t e d the 

w e l l because of p r i c e s . 

So the w e l l has — l i k e I say, the l a s t s i x years 

i t ' s made 80 b a r r e l s a day, but before t h a t i t made q u i t e a 

b i t more. And i f you ex t r a p o l a t e t h a t on down, I t h i n k i t 

could s t i l l make q u i t e a l o t of o i l . I t ' s made 461,000 

b a r r e l s through January, as I sai d , and my estimate i s t h a t 

i t can make 700,000 b a r r e l s of o i l . There's a t l e a s t 200-

and-some-thousand b a r r e l s l e f t i n t h i s w e l l . 

Q. A very good Delaware well? 

A. A very good Delaware w e l l , yes? 

Q. And although we j u s t looked a t the graph t h a t 

showed only the o i l production, i n f a c t the w e l l does 

produce a f a i r l y s u b s t a n t i a l volume of water; i s n ' t t h a t 

r i g h t ? 

A. Yes, i n recent times the w e l l has been producing 

around 80 b a r r e l s of o i l and 100 b a r r e l s of water. 

Q. I mean, what would happen t o the w e l l i f you j u s t 

shut i t i n t o make up overproduction? 

A. I ' d be r e a l l y a f r a i d t h a t you'd h u r t the w e l l 

badly, t h a t the water would shut o f f a l l or a p o r t i o n of 

the o i l . 

Q. And as you stand r i g h t now, you have a one-well 
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p o o l ; i s n ' t t h a t correct? 

A. We have a one-well pool w i t h nobody around us. 

Q. And as we f i n i s h your p r e s e n t a t i o n up, i s i t your 

o p i n i o n t h a t t h i s one w e l l i s going t o d r a i n the reserves 

from t h a t pool as i t stands today? 

A. Oh, i t ' s going t o d r a i n a s u b s t a n t i a l p o r t i o n of 

t h a t 160, but not a l l of i t . 

Q. Let's go t o the t a b l e , E x h i b i t Number 7, and I ' d 

ask you t o review t h a t — F i r s t , e x p l a i n what i t shows, and 

then review the i n f o r m a t i o n on the e x h i b i t f o r Mr. Stogner. 

A. E x h i b i t 7 i s a t a b l e t h a t puts i n t o p e r s p e c t i v e 

the same t h i n g t h a t was p l o t t e d i n E x h i b i t 6, so i t ' s a 

year-by-year t a b u l a t i o n of the b a r r e l s of o i l , gas and 

water per day from t h i s w e l l . And l i k e we s a i d — Well, 

the b a r r e l s of o i l per day are i n the t h i r d column from the 

r i g h t , and they're bolded i n black so they're the t h i n g 

t h a t should be focused on, probably. 

But e a r l y i n i t s l i f e the w e l l produced some 205 

b a r r e l s a day, and i n 1996 i t was s t i l l making 116 b a r r e l s 

a day. I t was above the allowable t h a t whole time. And 

since then i t ' s been 85, 59, 66, 78, 76, 77, 74, as close 

as we could keep i t t o being under 80 b a r r e l s a day. 

I n the lower l e f t are the t o t a l s f o r the w e l l and 

— anyway, the 461,680 b a r r e l s of o i l have been produced 

through January of t h i s year, about a h a l f a BCF and about 
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a h a l f a m i l l i o n b a r r e l s of water. 

Q. Let's go t o E x h i b i t 7. 

A. And E x h i b i t — I s i t 7 or 8? Which one are we 

on? I t h i n k we're on 8 now. 

Q. Right. 

A. And 8 we're only going t o spend t e n seconds on. 

I t ' s a month-by-month t a b u l a t i o n f o r the whole l i f e of the 

w e l l , and we t a l k e d about t h a t . 

I f there's — Well, probably the only t h i n g I 

thought was of i n t e r e s t i n 8 i s , i f you look i n the middle 

of the second page I've bolded A p r i l of 1997. And i f you 

look down those columns you see t h a t i t was producing 3 500 

b a r r e l s a month, which i s 120 b a r r e l s a day, and i n A p r i l , 

1997, i t went down t o 2413 b a r r e l s , r i g h t a t 80 b a r r e l s a 

day, and i t ' s — j u s t look a t the numbers. Anyway, there's 

a r e a l drop t h e r e , and then i t f l a t t e n s o f f . But i t ' s the 

same i n f o r m a t i o n t h a t was on the previous e x h i b i t s . 

Q. A l l r i g h t , l e t ' s now go t o the s e c t i o n from the 

p o r o s i t y l o g , E x h i b i t Number 9. 

A. Okay, E x h i b i t — Well, E x h i b i t Number 9 i s a 

neutron p o r o s i t y l o g of the zone t h a t ' s producing. This 

l o g was taken through casing by Yates a t the time we r e 

entered the w e l l , and so the zone around 4950 i s the zone 

of i n t e r e s t . I t has p o r o s i t y i n the — over 2 0 percent, 

I ' d say about 24-percent p o r o s i t y , a r e a l l y — and whether 
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you can e x a c t l y b e l i e v e t h i s through casing i s a s u b j e c t 

question. 

But i t ' s a h i g h - p o r o s i t y zone, i t ' s about 34 f e e t 

t h i c k , 24-percent p o r o s i t y , p r e t t y good-looking on the 

logs. 

Q. A l l r i g h t . Let's now go t o your drainage 

c a l c u l a t i o n s , Yates E x h i b i t 10. 

A. Okay, and we have no r e s i s t i v i t y l o g through 

casing, we have no r e s i s t i v i t y l o g . 

So E x h i b i t 10 i s a c a l c u l a t i o n of the drainage 

area of t h i s w e l l , and i t ' s the drainage area t h a t has been 

drained t o date, i s what we're a f t e r , and i n the f u t u r e the 

drainage area would expand somewhat. 

So item number 1 on E x h i b i t 10 i s the equation 

f o r the o r i g i n a l o i l i n place i n terms of hydrocarbon pore 

volume, e t cetera. 

Item number 2 t a l k s about the hydrocarbon pore 

volume. We have 34 f e e t of pay. I'm e s t i m a t i n g about 24 

percent p o r o s i t y on average. There's r e a l l y no i n f o r m a t i o n 

on the water s a t u r a t i o n , but since i t makes o i l and water 

the water s a t u r a t i o n has got t o be r e l a t i v e l y h i g h . And I 

estimated about 45 percent, which would make 55 percent 

o i l , 45 percent water. You put those numbers toge t h e r , and 

the hydrocarbon pore volume i s t h a t number t h e r e , 4.49. 

So there are four and a h a l f f e e t i n t h i s w e l l of 
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v o i d f i l l e d w i t h o i l . I f you took the whole 34 f e e t and 

condensed the o i l i n there down you'd get f o u r and a h a l f 

f e e t of o i l . So anyway i t ' s a b i g volume of o i l , a c t u a l l y . 

Item number 3, then, i s the formation volume 

f a c t o r t h a t r e l a t e s the volume i n the ground t o the volume 

on the surface, and t h a t ' s 1.26. 

You need t o estimate how much of the o i l i n place 

we're recovering, and the c o r r e l a t i o n s i n the l i t e r a t u r e 

say something about 20 percent recovery i s reasonable. 

And then item number 5, you put a l l those numbers 

together i n terms of what's been produced and recovery 

f a c t o r , e t cetera, and the 461,000 b a r r e l s have been 

recovered from about 83 acres. And — t o me, almost a 

s u r p r i s i n g l y small number, r e a l l y , but t h i s 461,000 b a r r e l s 

t o date has come out of about 80 or 85 acres, and the 

f u t u r e p roduction would b r i n g t h a t drainage up t o around 

120 acres or something, i s what I t h i n k the u l t i m a t e 

drainage of the w e l l i s . 

So anyway, i t ' s an easy conclusion t h a t the w e l l 

i s d r a i n i n g more than 40 acres, and t h a t an 80-acre spacing 

u n i t i s not unreasonable. 

Q. I f Yates' A p p l i c a t i o n i s granted, you would hope 

t o be i n a p o s i t i o n where you would not have t o r e s t r i c t 

t he p r o d u c t i o n from t h i s w e l l ; i s t h a t c o r r e c t ? 

A. Very much c o r r e c t , yes, we j u s t w o r r i e d about 
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r e s t r i c t i n g the production, and — 

Q. As t o the c o r r e l a t i v e r i g h t s issue, would 

approval of t h i s A p p l i c a t i o n adversely impact the a b i l i t y 

of any other operator or the r i g h t s of any other operator 

t o produce hydrocarbons from t h i s area? 

A. No, t h i s w e l l i s near the middle of t h i s s e c t i o n , 

and an 83-acre drainage c i r c l e or 120-acre drainage c i r c l e 

would not extend o f f of the lease t h a t ' s u n i f o r m l y owned by 

Yates and the f e d e r a l government. 

Q. There are no other operators i n t h i s pool? 

A. There's no other operators i n the p o o l , there's 

no other — 

Q. There are no other Delaware w e l l s w i t h i n a m i l e 

of t h i s — 

A. There are no other Delaware w e l l s . 

Q. There was no one t o n o t i f y under D i v i s i o n Rules 

of t h i s hearing; i s t h a t r i g h t ? 

A. That's what you t e l l me. 

Q. What about waste? I f you can b e l i e v e what I've 

s a i d so f a r , you t e l l me something about waste. 

A. Well, I t h i n k the only worry about waste i s i f we 

are f o r c e d t o shut i n the w e l l . The w e l l i s — I t ' s not a 

1000-barrel-a-day w e l l , z i p , z i p ; i t ' s been f l o w i n g along 

at a r e l a t i v e l y — 200, 100 b a r r e l s a day w h i l e pumping a t 

t h a t , i t ' s pumping water and o i l . I t ' s j u s t an unusual 
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s i t u a t i o n where t h i s w e l l has been allowed t o d r a i n a 

p r e t t y b i g area, and there's no sign of waste. 

The only p o s s i b i l i t y of waste would be i f we had 

t o shut i t i n and water — shut o f f our o i l , and we're 

not — We d i d n ' t f o l l o w the r u l e s e x a c t l y i n long-ago 

times, but we've done a good j o b of producing t h i s w e l l , 

and i t ' s got a l o t of l i f e l e f t , and the reasonable t h i n g 

i s j u s t l e t i t keep producing and — 

Q. Dr. Boneau, i n your opin i o n would approval of 

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

the p r e v e n t i o n of waste and the p r o t e c t i o n of c o r r e l a t i v e 

r i g h t s ? 

A. Yes, very much so. 

Q. I t would a f f o r d Yates an o p p o r t u n i t y t o continue 

t o produce t h i s w e l l w i thout waste? 

A. Correct. 

Q. Were E x h i b i t s 1 through 10 prepared by you? 

A. Yes. 

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

move the admission i n t o evidence of Yates E x h i b i t s 1 

through 10. 

EXAMINER STOGNER: E x h i b i t s 1 through 10 w i l l be 

admitted i n t o evidence. 

MR. CARR: And t h a t concludes my d i r e c t 

examination of Dr. Boneau. 
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EXAMINATION 

BY EXAMINER STOGNER: 

Q. Let's see, Dr. Boneau, what k i n d of r e s e r v o i r i s 

t h i s ? What's the d r i v e mechanism? 

A. I t ' s almost e n t i r e l y — I t ' s a s o l u t i o n d r i v e 

r e s e r v o i r , pressure d e p l e t i o n r e s e r v o i r . I don't t h i n k the 

water c o n t r i b u t e s t h a t much i n the way of a d d i t i o n a l 

recovery. Maybe a l i t t l e , but not a s i g n i f i c a n t amount. 

Q. W i l l there be any e f f e c t t o the w e l l i f i t ' s — 

I s i t pumping or — 

A. I t ' s pumping. 

Q. I t i s pumping? 

A. I t ' s pumping. I t o r i g i n a l l y flowed f o r a short 

time. I t ' s been pumping f o r the vast m a j o r i t y of i t s l i f e . 

Q. Increasing the allowable t o — or in c r e a s i n g the 

pro d u c t i o n r a t e , w i l l there be any adverse e f f e c t t o the 

s o l u t i o n d r i v e or t o the r e s e r v o i r ? 

A. No, I don't t h i n k — I'm convinced i t w i l l not. 

I thought t h a t I'm proving i t t o you, but — Doing what 

we're asking t o do would be a c o n t i n u a t i o n of i t s k i n d of 

n a t u r a l d e c l i n e . I t ' s s o r t of been an unnat u r a l s i t u a t i o n 

t r y i n g t o hold i t back the past s i x years. 

E s s e n t i a l l y we've been — we slow down — we put 

i n a smaller pump and slow down the pump, l e t the f l u i d 

l e v e l i n the w e l l r i s e , i s how we're h o l d i n g i t a t 80 
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b a r r e l s a day. 

Q. Now, you had mentioned t h i s i s i n the potash 

area, and you have requested from the BLM t o d r i l l other 

w e l l s — Delaware w e l l s , I would assume — around t h a t 

w e l l ? 

A. Yes, s i r . 

Q. And what, j u s t i n t h i s lease, or how about i n 

some of the surrounding acreage? 

A. The ones I'm aware of have been denied have been 

i n t h i s lease. More than f i v e — seven, I b e l i e v e , t h a t I 

know o f , have been denied. We hope t h i s r e s e r v o i r — This 

r e s e r v o i r has the p o t e n t i a l has the p o t e n t i a l t o go a 

couple miles. We'd l i k e t o d r i l l an o f f s e t , we'd l i k e t o 

d r i l l a w e l l where we could run r e a l logs. You know, I'm 

convinced t h a t some of the lower Delaware w i l l e v e n t u a l l y 

produce i f we could j u s t get i t logged and p e r f o r a t e and 

t r e a t t he r i g h t zone. 

But anyway, the answer t o your question i s , I 

know of a t l e a s t seven o f f s e t s t h a t have been denied. 

Q. Just w i t h i n Section 14? 

A. W i t h i n Section 14. And they're the sub j e c t of 

the — w e l l , I don't — the IBLA case t h a t ' s been pending 

f o r e i g h t years or so. A whole bunch of L i v i n g s t o n Ridge 

w e l l s and t h i s w e l l and other w e l l s . Anyway, i t ' s a long, 

s t r u g g l e s t o r y . 
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EXAMINER STOGNER: Mr. Carr, j u s t f o r the 

record — 

MR. CARR: Yes, s i r . 

EXAMINER STOGNER: — what i s the n o t i f i c a t i o n — 

Enl i g h t e n me, what i s the n o t i f i c a t i o n procedures i n the 

matter as i t stands as being requested today? 

MR. CARR: The r u l e s provide f o r n o t i f y i n g a l l 

operators i n the pool. I f there are t r a c t s w i t h i n the pool 

boundary f o r which there i s no Division-designated 

operator, you f a l l down and go working i n t e r e s t owner, 

miner a l owner, but there are none of those, and a l l 

operators of Delaware w e l l s w i t h i n a m i l e , and t h e r e are 

none of those. 

EXAMINER STOGNER: Okay, so changing the — i f we 

continue t h i s case and re a d v e r t i s e d i t t o address e i t h e r a 

r e t r o a c t i v e request or t o address the c a n c e l l a t i o n of the 

overproduction — 

MR. CARR: Yes, s i r . 

EXAMINER STOGNER: — what would n o t i f i c a t i o n 

r e quire? 

MR. CARR: Again, i t would simply be the n o t i c e 

by p u b l i c a t i o n t h a t the D i v i s i o n would run when the case — 

you know, a d v e r t i s i n g the case f o r a subsequent docket. 

EXAMINER STOGNER: Because of the acreage the way 

i t i s and where the w e l l i s s i t u a t e d on the lease, I'm 
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going t o suggest t h a t we ask f o r — or you seek a 

r e t r o a c t i v e — i t seems l i k e a backwards way, but — and i n 

a way i t i s , but considering the circumstances i n t h i s i t 

would be an easy order t o w r i t e . I t would j u s t be the 

readvertisement and the p u b l i c a t i o n . E s s e n t i a l l y what — 

how i t ' s going t o a f f e c t your c l i e n t , an order w i l l be j u s t 

about a month l a t e r . But gee, i t ' s not l i k e the operators 

haven't waited a month f o r orders before. 

MR. CARR: Well, we looked a t t h i s and we were 

t r y i n g t o f i g u r e out what we needed t o do t o address t h i s 

problem yesterday and b a s i c a l l y concluded we should b r i n g 

the s t o r y here and h o p e f u l l y have some guidance from you on 

how t o deal w i t h t h i s problem. 

We looked a t the standards i n the 500 s e c t i o n of 

the Rules, and i t was waste and c o r r e l a t i v e r i g h t s , and we 

r e a l l y f e l t t h ere weren't those kinds of issues here, t h a t 

t h e r e was no n o t i c e requirement. 

And so w i t h your permission, Mr. Stogner, we w i l l 

f i l e an amended a p p l i c a t i o n t o make t h i s change i n the pool 

r u l e s r e t r o a c t i v e and then request t h a t i t be set on the 

docket. I suspect now we're lo o k i n g a t the 24th of A p r i l , 

would be the next a v a i l a b l e docket. The 10th, I b e l i e v e — 

I ' l l check t h a t . 

EXAMINER STOGNER: Yeah, check w i t h — 

MR. CARR: I t may be the Tuesdays t h a t c u t o f f on 
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the 10th, but w e ' l l get i t on the next a v a i l a b l e docket and 

amend the A p p l i c a t i o n , keeping the same case number. 

EXAMINER STOGNER: I t h i n k i t ' s going t o be able 

t o be put on the 10th, because I j u s t wrote an ad on a 

matter the other day, and i t was t o be set f o r the 10th. 

MR. CARR: Okay. 

EXAMINER STOGNER: Check w i t h Ms. Davidson on 

t h a t . 

MR. CARR: I w i l l . 

EXAMINER STOGNER: I f t h a t ' s a s o l u t i o n or i f 

t h a t ' s a v i a b l e agreement w i t h you, t h a t ' s what I suggest. 

I f there's other circumstances evolve, a small lease around 

the area where c o r r e l a t i v e r i g h t s — l i k e maybe the Dagger 

Draw, i t would be a d i f f e r e n t s i t u a t i o n , d i f f e r e n t matter. 

MR. CARR: We r e a l l y d i d n ' t want t o discuss 

Dagger Draw. 

EXAMINER STOGNER: I was j u s t using t h a t as an 

example. I don't want t o discuss t h a t e i t h e r . The 

circumstances — 

MR. CARR: A l l r i g h t . 

EXAMINER STOGNER: — the circumstances are 

d i f f e r e n t i n t h i s case than perhaps i n the other matter. 

MR. CARR: So w i t h your permission, we w i l l ask 

t h a t the case be continued — I'm sure you're r i g h t , i t ' s 

A p r i l the 10th — t o A p r i l the 10th. We w i l l f i l e an 
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amended A p p l i c a t i o n a t t h a t time. I f there's no o b j e c t i o n , 

we would ask t h a t the case be taken under advisement on the 

record made here today. 

Q. (By Examiner Stogner) Okay. Now, i n l o o k i n g a t 

E x h i b i t Number 8, I show production s t a r t i n g on October of 

1991. Was the w e l l producing p r i o r t o then, or — 

A. I t was producing from other zones, those other 

t e s t zones, p r i o r t o then. That's when i t began producing 

from t h i s upper Delaware zone t h a t ' s — 

EXAMINER STOGNER: Okay, what I might suggest i s 

we go back t o the data, the formation of the p o o l , which 

according t o your A p p l i c a t i o n the S a l t Lake-Delaware Pool 

was created by Order Number R-9685, dated J u l y 1st, 1992. 

I t h i n k t h a t would be a — 

MR. CARR: Yes, s i r . 

EXAMINER STOGNER: — perhaps a date t o go back 

t o — 

MR. CARR: Yes, s i r . 

EXAMINER STOGNER: — and w i t h the increased 

a l l o w a b l e , j u s t what I see here, v i s u a l i z e . But i f you 

f i n d something d i f f e r e n t or — 

THE WITNESS: No, t h a t w i l l work. 

EXAMINER STOGNER: — t h a t ' s not the case — 

THE WITNESS: That w i l l work gr e a t . 

EXAMINER STOGNER: — l e t me know, but — 
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MR. CARR: Okay. 

EXAMINER STOGNER: — l e t ' s go back t o the 

r e t r o a c t i v e — t h a t J u l y 1st, 1992, date of the c r e a t i o n of 

the p o o l , and submit t h a t t o Ms. Davidson. And again, i f 

you would double-check the n o t i f i c a t i o n requirements. 

MR. CARR: I w i l l . 

EXAMINER STOGNER: Let's see, t h i s case was — 

There was nothing mentioned about temporary r u l e s or 

permanent r u l e s . 

MR. CARR: No, we were hoping t h a t we would have 

permanent r u l e s . 

EXAMINER STOGNER: That's what I would suggest i n 

t h i s p a r t i c u l a r instance, no need t o — r e - l o o k i n g a t i t 

w i t h as much production h i s t o r y t h a t one has i n t h i s 

matter. 

Okay, w i t h t h a t , then t h i s matter w i l l be 

continued t o the A p r i l 10th docket. I t looks l i k e I'm 

going t o be here f o r t h a t one, t h a t hearing, f o r another 

matter, so I can take i t under advisement a t t h a t time. 

MR. CARR: Thank you very much. 

EXAMINER STOGNER: And unless you see f i t , I 

don't see t h a t i t would be necessary f o r Dr. Boneau t o come 

up. 

MR. CARR: Okay. 

EXAMINER STOGNER: But i f there's something 
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t h a t — 

MR. CARR: I f something happens and someone's 

concerned, w e ' l l be back. 

EXAMINER STOGNER: Okay. With t h a t , t h i s case 

w i l l be continued t o A p r i l 10th. 

MR. CARR: Thank you. 

EXAMINER STOGNER: Okay, Dr. Boneau, you may be 

excused. 

THE WITNESS: Thank you. 

(Thereupon, these proceedings were concluded a t 

10:15 a.m.) 
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