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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

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

IN­

CASE NO. 1 1 , 2 3 5 

APPLICATION OF YATES PETROLEUM 
CORPORATION 

ORIGINAL 
REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: DAVID R. CATANACH, Hearing Examiner 

A p r i l 7 th, 1995 

Santa Fe, New Mexico 

This matter came on f o r hearing before the O i l 

Conservation D i v i s i o n on Friday, A p r i l 7 t h , 1995, a t the 

New Mexico Energy, Minerals and Natural Resources 

Department, Porter H a l l , 2040 South Pacheco, Santa Fe, New 

Mexico, before 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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Legal Counsel t o the D i v i s i o n 
State Land O f f i c e B u i l d i n g 
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WHEREUPON, the following proceedings were had at 

8:15 a.m.: 

EXAMINER CATANACH: C a l l the hearing back t o 

order t h i s morning, and f i r s t t h i n g w e ' l l c a l l i s Case 

11,235. 

MR. RAND CARROLL: A p p l i c a t i o n of Yates Petroleum 

Corporation f o r an unorthodox o i l w e l l l o c a t i o n and 

simultaneous d e d i c a t i o n , Eddy County, New Mexico. 

EXAMINER CATANACH: Are there appearances i n t h i s 

case? 

MR. ERNEST CARROLL: Mr. Examiner, I'm Ernest 

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

C a r r o l l , and I'm here on behalf of Appl i c a n t Yates 

Petroleum, and we w i l l have — we have fo u r witnesses 

today. 

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

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

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

on behalf of Conoco, Inc., i n op p o s i t i o n t o the A p p l i c a n t . 

We have two witnesses t o be sworn. 

EXAMINER CATANACH: Are there a d d i t i o n a l 

appearances here? 

Okay, can I get a l l the witnesses t o stand and be 

sworn i n a t t h i s time? 

(Thereupon, the witnesses were sworn.) 

STEVEN T. BRENNER, CCR 
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MR. ERNEST CARROLL: Mr. Examiner, we'd f i r s t 

c a l l Janet Richardson. 

JANET RICHARDSON, 

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 

her 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. ERNEST CARROLL: 

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

residence f o r the record? 

A. Janet Richardson. I l i v e i n A r t e s i a , New Mexico. 

Q. By whom are you employed? 

A. Yates Petroleum Corporation. 

Q. And i n what capacity? 

A. I'm a landman. 

Q. Have you had occasion t o t e s t i f y p r e v i o u s l y 

before t h i s Commission [ s i c ] and have your c r e d e n t i a l s 

accepted as a petroleum landman? 

A. Yes, I have. 

Q. And are you f a m i l i a r w i t h the case t h a t i s now 

being heard by the Examiner, t h a t being the case f o r an 

unorthodox w e l l l o c a t i o n i n the southwest q u a r t e r of 

Section 29, Township 19 South, Range 25 east? 

A. Yes. 

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

Ms. Richardson as an expert i n the f i e l d of petroleum land 

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

EXTAMINER CATANACH: Ms. Richardson i s so 

q u a l i f i e d . 

Q. (By Mr. Ernest C a r r o l l ) Ms. Richardson, you 

have prepared a couple of e x h i b i t s f o r today; i s t h a t 

c o r r e c t ? 

A. Yes. 

Q. Would you f i r s t t u r n t o E x h i b i t Number 1, 

i d e n t i f y f o r the record what t h a t e x h i b i t i s , and then i f 

you would e x p l a i n the e x h i b i t f o r the Examiner? 

A. The E x h i b i t Number 1 i s a p l a t of the w e l l 

l o c a t i o n and the surrounding area. The w e l l i s l o c a t e d i n 

the southwest quarter of Section 29 of Township 19 South, 

Range 25 East. 

I have colored i n the areas i n the nine s e c t i o n s , 

i n c l u d i n g surrounding t h a t — the Section 29. The s o l i d 

y e llow denotes acreage t h a t Yates Petroleum owns a hundred 

percent, and the yellowed o u t l i n e i s where Yates only has a 

p a r t i a l i n t e r e s t . 

Then I have o u t l i n e d the a c t u a l spacing u n i t f o r 

our w e l l and shown w i t h a red dot where the a c t u a l w e l l 

l o c a t i o n i s , and I believe t h a t ' s 33 0 f e e t from the south 

l i n e and 1980 f e e t from the west l i n e . 

Also, I have — Yates Petroleum operates the 

w e l l s i n Section 29, but I've also shown the other 

STEVEN T. BRENNER, CCR 
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operators i n the other nine spacing u n i t s surrounding the 

w e l l s . 

The east h a l f of 30 i s operated by Conoco, the 

no r t h h a l f of 32 i s operated by Conoco, and the northeast 

q u a r t e r of 31 i s operated by Nearburg. 

Q. A l l r i g h t . Your E x h i b i t Number 2 deals w i t h the 

not i c e s t h a t were sent out w i t h respect t o t h i s 

A p p l i c a t i o n ; i s t h a t not true? 

A. Yes, i t i s . 

Q. To whom were notices sent? 

A. We sent notices t o both Conoco, I n c . , and 

Nearburg, who are the o f f s e t t i n g operators t o t h i s w e l l . 

Q. A l l r i g h t . The operators t h a t are the c l o s e s t t o 

the proposed w e l l and i t s unorthodox s i t e , those are e i t h e r 

Yates Petroleum or Conoco; i s t h a t c o r r e c t ? 

A. Yes, they are. 

Q. Now, w i t h respect t o the Nearburg o p e r a t o r s h i p , 

we d i d not prepare an e x h i b i t , but you have received a fax 

of a waiver w i t h respect t o t h i s unorthodox l o c a t i o n from 

Nearburg; i s t h a t true? 

A. Yes, we have. 

Q. But as of the date of t h i s hearing, we have never 

received the a c t u a l o r i g i n a l copy of that ? 

A. No, we have not seen t h a t . 

Q. E x h i b i t 2 i s composed of the a f f i d a v i t , the 

STEVEN T. BRENNER, CCR 
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c e r t i f i c a t e of m a i l i n g by myself, a t t o r n e y f o r Yates, and 

then the copies of the l e t t e r s t h a t were sent t o both 

Conoco and Nearburg Producing? 

A. Yes. 

MR. ERNEST CARROLL: Mr. Examiner, a t t h i s time I 

would move admission of E x h i b i t s 1 and 2. 

EXAMINER CATANACH: E x h i b i t s 1 and 2 w i l l be 

admitted as evidence. 

MR. ERNEST CARROLL: And I would pass the 

witness. 

EXAMINER CATANACH: Mr. K e l l a h i n ? 

MR. KELLAHIN: Thank you, Mr. Examiner. 

CROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. Ms. Richardson, i f y o u ' l l look a t E x h i b i t 1 w i t h 

me — 

A. Yes. 

Q. — when we look a t the south h a l f of Section 29, 

we are i n an area where these w e l l s are being d r i l l e d and 

dedicated t o production from the North Dagger Draw-Upper 

Penn Pool, are we not? 

A. Yes. 

Q. Are you aware t h a t Yates' proposed l o c a t i o n i s 

330 f e e t from the south side of Section 29? 

A. Yes. 

STEVEN T. BRENNER, CCR 
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Q. And are you also aware t h a t t h a t w e l l i s 660 f e e t 

from the east side of a spacing u n i t c o n s i s t i n g of the 

southwest quarter of Section 29? 

A. Yes. 

Q. Are you also aware t h a t the southwest q u a r t e r i s 

the dedicated spacing u n i t f o r any production from any w e l l 

producing from the Cisco/Canyon formation? 

A. Yes. 

Q. And are you also aware t h a t Yates c u r r e n t l y has 

thre e e x i s t i n g producing o i l w e l l s w i t h i n t h a t spacing 

u n i t ? 

A. Yes, I am. 

Q. And are those w e l l s located on E x h i b i t Number 1? 

A. Yes, they are. 

Q. Describe f o r us how they're located. 

A. The Aspden Number 1 w e l l i s 660 f e e t from the 

south and 660 f e e t from the west of Section 29. 

The Boyd "X" Number 2 w e l l i s located 1980 from 

the south and 660 from the west. 

And the Boyd "X" Number 4 i s 1980 from the south 

and 1980 from the west. 

Q. W i t h i n t h a t spacing u n i t c o n s i s t i n g of the 

southwest quarter of Section 29, the working i n t e r e s t 

owners t h a t are sharing i n t h a t production are Nearburg and 

Yates, are they not? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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A. Yes, they are. 

Q. When we look i n t o the southeast q u a r t e r of 

Section 29, t h a t i s also a spacing u n i t dedicated t o 

product i o n from the North Dagger Draw-Pennsylvanian Pool, 

i s i t not? 

A. Yes, i t i s . 

Q. And Yates and Nearburg are also the only working 

i n t e r e s t owners w i t h i n the spacing u n i t c o n s i s t i n g of the 

southeast quarter of t h a t section? 

A. Yes. 

Q. When we look a t the northwest q u a r t e r of Section 

32, Yates has no i n t e r e s t i n the spacing u n i t c o n s i s t i n g of 

the northwest quarter of Section 32; i s t h a t c o r r e c t ? 

A. None a t a l l , t h a t ' s c o r r e c t . 

Q. Any production i n Section 3 2 i s shared by Conoco 

and Yates; i s t h a t your testimony? I'm s o r r y , Conoco and 

Nearburg i n the northwest quarter? 

A. A c t u a l l y , I do not believe t h a t Nearburg has an 

i n t e r e s t i n the northwest quarter. They have an i n t e r e s t 

i n the southwest quarter. Apparently t h a t i s an e r r o r on 

the map. 

Q. A l l r i g h t , so when we look a t the spacing u n i t 

c o n s i s t i n g of the northwest quarter of Section 32, your 

understanding of the t i t l e i s t h a t n e i t h e r Yates nor 

Nearburg has any i n t e r e s t i n t h a t spacing u n i t ? 

STEVEN T. BRENNER, CCR 
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A. Yes. 

MR. KELLAHIN: No f u r t h e r questions, Mr. 

Examiner. 

EXAMINER CATANACH: I have no questions of the 

witness. 

You may be excused. 

MR. ERNEST CARROLL: I have j u s t one question, 

j u s t t o c l a r i f y . 

REDIRECT EXAMINATION 

BY MR. ERNEST CARROLL: 

Q. Ms. Richardson, w i t h respect t o the ownership i n 

the southwest quarter of Section 29 and the southeast 

qua r t e r of Section 29, i s t h a t the same or i s i t i n 

d i f f e r e n t percentages between Yates — 

A. I t ' s i n d i f f e r e n t percentages. 

The southwest quarter, Yates Petroleum has 75 

percent and Nearburg has 25 percent. And i n the southeast 

qua r t e r Yates D r i l l i n g has 50 percent and Nearburg has 50 

percent. 

MR. ERNEST CARROLL: A l l r i g h t , t h a t ' s a l l I 

have, Mr. Examiner. 

EXAMINER CATANACH: Okay. The witness may be 

excused. 

MR. ERNEST CARROLL: We would next c a l l Ken 

Beardemphl t o the stand. 

STEVEN T. BRENNER, CCR 
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KEN BEARDEMPHL, 

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. ERNEST CARROLL: 

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

residence f o r the record? 

A. Ken Beardemphl. I l i v e i n A r t e s i a , New Mexico. 

Q. And how are you employed, Mr. Beardemphl? 

A. Yates Petroleum Corporation. 

Q. And i n what capacity? 

A. Landman. 

Q. Mr. Beardemphl, have you had an occasion t o 

t e s t i f y before the O i l Conservation D i v i s i o n p r e v i o u s l y and 

have your c r e d e n t i a l s as a petroleum landman accepted? 

A. Yes, I have. 

Q. And Mr. Beardemphl, are you f a m i l i a r w i t h the 

f a c t s and circumstances concerning or surrounding the 

A p p l i c a t i o n now being heard by t h i s Examiner, t h a t being 

the A p p l i c a t i o n f o r an unorthodox l o c a t i o n i n the southwest 

q u a r t e r of Section 29, Township 19 South, Range 25 East? 

A. Yes, s i r . 

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

Mr. Beardemphl as an expert i n the f i e l d of petroleum land 

management. 

STEVEN T. BRENNER, CCR 
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EXAMINER CATANACH: He i s so q u a l i f i e d . 

MR. KELLAHIN: No o b j e c t i o n . 

Q. (By Mr. Ernest C a r r o l l ) Mr. Beardemphl, w i t h 

respect t o your — the p a r t i c u l a r d u t i e s t h a t you do 

perform f o r Yates Petroleum, you have a p a r t i c u l a r area of 

endeavor a t t h i s time, do you not? 

A. Yes, s i r . 

Q. And what i s that? 

A. I do the a p p l i c a t i o n s t o d r i l l the r i g h t of ways, 

surface damages and anything t o do w i t h the l o c a t i o n s . 

Q. A l l r i g h t . Now, t h i s p a r t i c u l a r area of land, 

the southwest quarter of Section 29, who owns the surface? 

A. Where the w e l l i s , i t ' s owned by the State. 

Q. A l l r i g h t . What — 

A. Oh, I'm sorr y , t h i s i s — I t ' s owned by Carl 

Foster. He j u s t bought i t from the f e d e r a l government. 

The minerals are owned by the f e d e r a l government. 

Q. A l l r i g h t . 

A. The nor t h h a l f of t h a t quarter i s State. 

Q. So the United States government, or the BLM 

a c t u a l l y , c o n t r o l s the minerals? 

A. Yes, s i r , BLM. 

Q. A l l r i g h t . An a p p l i c a t i o n t o d r i l l , then, has t o 

be also — not only gotten from the State of New Mexico, 

but must be approved by the BLM; i s t h a t c o r r e c t ? 

STEVEN T. BRENNER, CCR 
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A. Yes, s i r . 

Q. Now, Mr. Beardemphl, have you been the p a r t y t h a t 

has attempted t o t r y t o get t h i s w e l l p e r m i t t e d f o r 

d r i l l i n g ? 

A. Yes. Yes, s i r . 

Q. Was an a p p l i c a t i o n sought t o have t h i s w e l l 

l o c a t e d a t an orthodox location? 

A. Yes, s i r . 

Q. And what was t h a t s p e c i f i c footage l o c a t i o n t h a t 

the w e l l was f i r s t attempted t o be located at? 

A. 660 from the south and 1980 from the west i n 

Section 29. 

Q. Was t h a t a p p l i c a t i o n granted by the BLM? 

A. No, s i r . 

Q. What was the s p e c i f i c reason f o r d e n i a l of t h a t 

permit? 

A. The d e n i a l was during the o n - s i t e w i t h the BLM 

r e p r e s e n t a t i v e . We went on l o c a t i o n , we looked a t the 

l o c a t i o n , we walked the whole — almost the whole 40, and 

he come up w i t h the proposed l o c a t i o n . 

Q. Okay, apparently there was a problem on s i t e ; i s 

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

A. Yes, s i r . 

Q. Could you describe what t h a t problem is? 

A. The problem w i t h the o r i g i n a l l o c a t i o n i s — 

STEVEN T. BRENNER, CCR 
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MR. KELLAHIN: Mr. Examiner, I'm going t o o b j e c t 

t o the testimony of t h i s witness a t t h i s p o i n t . 

I t c o n s t i t u t e s a hearsay statement by t h i s 

witness w i t h regards t o what he was t o l d by a BLM 

re p r e s e n t a t i v e . I t i s an o u t - o f - c o u r t statement o f f e r e d t o 

prove the t r u t h of the matter asserted, and the BLM 

re p r e s e n t a t i v e i s not a witness and not present, and we 

would o b j e c t t o t h i s testimony. 

MR. ERNEST CARROLL: Mr. Catanach, I t h i n k t h i s 

witness i s q u a l i f i e d , and i t i s not hearsay f o r him t o 

r e p o r t t o t h i s Commission what the problem was, h i s 

understanding. 

Mr. — A hearsay o b j e c t i o n i s when you use a 

quoted statement from — What Mr. Beardemphl here i s t o 

r e p o r t the f a c t s , the f i n d i n g s , what the problem was, why 

they have no — have not been able t o grant a — or been 

able t o o b t a i n a permit, and i t ' s not a t r u e hearsay 

o b j e c t i o n . 

EXAMINER CATANACH: Mr. Beardemphl, were you 

present w i t h the BLM representative? 

THE WITNESS: Yes, s i r . 

EXAMINER CATANACH: And you have knowledge of 

what he sa i d the problem was — 

THE WITNESS: Yes, s i r . 

EXAMINER CATANACH: — d i r e c t l y ? 
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THE WITNESS: We discussed i t f o r an hour and a 

h a l f . 

EXAMINER CATANACH: I t h i n k we're going t o l e t 

t h i s evidence continue. 

Q. (By Mr. Ernest C a r r o l l ) Again, Mr. Beardemphl, 

what i s wrong w i t h the area t h a t the o r i g i n a l orthodox 

l o c a t i o n was located at? 

A. The o r i g i n a l l o c a t i o n i s i n the bottom of the 

draw, r i g h t next t o where the main flow would take place. 

Q. Okay, i s t h i s a drainage area, then? 

A. Yes, s i r , i t ' s Seven Rivers draw. 

Q. Seven Rivers draw. A l l r i g h t . Now, you have 

prepared several e x h i b i t s , have you not — 

A. Yes, s i r . 

Q. — t o help describe what the problem is? 

Let's f i r s t t u r n t o E x h i b i t Number 3. What i s 

E x h i b i t 3, i f you'd i d e n t i f y i t f o r the record and then 

k i n d of e x p l a i n what's on i t . 

A. I t ' s a l o c a t i o n p l a t . I t shows the 160 spacing, 

and I have fo u r dots on i t showing the orthodox l o c a t i o n , 

proposed l o c a t i o n , the 990 from the south l o c a t i o n , and a 

reference p o i n t t h a t I've used f o r the map. 

Q. A l l r i g h t . The ac t u a l proposed l o c a t i o n i s the 

c i r c l e and l e t t e r i n g t h a t i s drawn i n red; i s t h a t c o r r e c t ? 

On your p l a t here? 
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A. The cu r r e n t location? 

Q. Yeah, the proposed unorthodox l o c a t i o n . 

A. Yes, s i r . 

Q. The reference p o i n t i s denoted by a black dot; i s 

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

A. Yes, s i r . 

Q. Now, t h a t reference p o i n t w i l l show up as a stake 

i n p i c t u r e s t h a t we have t o present t o the Commission; i s 

t h a t not correc t ? 

A. Yes, s i r . 

Q. Then the orthodox l o c a t i o n , which i s the blue 

c i r c l e , t h a t was the o r i g i n a l l o c a t i o n proposed by Yates t o 

the BLM? 

A. Yes, s i r . 

Q. And the green would be — i s t h i s — This i s a 

990-1980 l o c a t i o n . I s i t also a reference p o i n t t h a t w i l l 

be shown i n your photographs? 

A. Yes, s i r . 

MR. ERNEST CARROLL: A l l r i g h t . Mr. Examiner, we 

had j u s t two sets of a c t u a l photographs. I have given Mr. 

K e l l a h i n a set of xeroxes, and i f — I t h i n k you can t e l l 

most of i t , but I'm going t o have one set, and you have the 

other set of o r i g i n a l photographs here under your — 

EXAMINER CATANACH: I've got them. 

Q. (By Mr. Ernest C a r r o l l ) A l l r i g h t . Let's f i r s t 
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t u r n t o E x h i b i t Number 4, which i s a photograph t h a t i s 

marked w i t h a number " 1 " up i n the rig h t - h a n d corner. Do 

you see t h a t , Mr. Beardemphl? 

A. Yes, s i r . 

Q. A l l r i g h t . What does t h a t photograph depict? 

A. That i s from the proposed 33 0 l o c a t i o n , l o o k i n g 

n o r t h . That i s the a c t u a l stake where the l o c a t i o n i s 

staked. 

Q. A l l r i g h t . There i s a — I t looks l i k e a brown 

l i n e t h a t crosses the e n t i r e photograph. I s t h a t the stake 

f o r the 330-1980 location? 

A. That i s the centerhole stake, yes, s i r . 

Q. A l l r i g h t . And what d i r e c t i o n are you l o o k i n g , 

Mr. Beardemphl? 

A. Looking no r t h . 

Q. Now, Mr. Beardemphl, j u s t — There i s a l i n e of 

green — I guess they're mesquite bushes or creosote 

bushes? 

A. Creosote. 

Q. Creosote. There i s a stake j u s t i n the edge of 

t h a t green, i n the midpoint of t h a t p i c t u r e , i s th e r e not? 

A. Yes, s i r , t h a t ' s the reference p o i n t . 

Q. Okay. That i s the reference p o i n t t h a t i s 

marked, shown as 530 f e e t from the south l i n e and 1980 f e e t 

from the west l i n e ? 
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A. Yes, s i r . 

Q. Can you see that? 

A. Yes. 

Q. I'm going t o ask you t o now look a t what i s 

marked as E x h i b i t Number 5, and i t i s photograph number "2" 

i n the right-hand corner. 

Could you describe f o r the record what t h a t 

photograph i s of? 

A. That i s the reference p o i n t a t 530 f e e t from the 

south, l o o k i n g n o r t h . A c t u a l l y , i t ' s l o o k i n g more 

northeast, a l i t t l e northeast. 

Q. A l l r i g h t . That i s the stake t h a t we could j u s t 

b a r e l y see i n the distance i n photograph number 1 now? 

A. Yes, s i r . 

Q. And we're s t i l l l o o k i n g , though i n a n o r t h e r l y -

type d i r e c t i o n ? 

A. Yes, s i r . 

Q. Now, r i g h t behind t h i s stake — Well, f i r s t , why 

don't you t e l l me why you picked t h i s as a reference point? 

What i s s i g n i f i c a n t about t h i s point? 

A. Well, i t i s on the very edge of the draw, and i t 

i s also 200 f e e t n o r t h of the centerhole, which on a 

government l o c a t i o n you have a stake a 400 by 400, and we 

put a 200 n o r t h , 200 south. So they're reference p o i n t s 

f o r the BLM when they go out on l o c a t i o n t o look. 
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Q. A l l r i g h t . That 200 f o o t i s the area t h a t must 

be arc-cleared — 

A. Yes, s i r . 

Q. — f o r g e t t i n g i n the l o c a t i o n a c t u a l l y approved 

then? 

A. Yes, s i r . 

Q. Now, r i g h t t here behind, there seems t o be an 

area of j u s t — I t looks l i k e white g r a v e l or something. 

A. Uh-huh. 

Q. I s t h a t l e v e l of the ground, i s t h a t the same 

heig h t as where the stake i s a c t u a l l y stuck — 

A. No, s i r . 

Q. — i n t o the ground? 

A. No, s i r , t h a t i s a drop of approximately 20-plus 

f e e t . 

Q. A l l r i g h t . We have a photograph l a t e r t h a t w i l l 

b e t t e r show t h a t drop? 

A. Yes, s i r . 

Q. Okay. Now, the area t h a t i s south of t h i s stake, 

i s i t w i t h i n t h i s f l o o d p l a i n t h a t the BLM was concerned 

with? 

A. No, s i r , i t ' s out of the f l o o d p l a i n . 

Q. A l l r i g h t . So t h i s reference p o i n t , then, i s 

b a s i c a l l y the edge of t h i s — i s the southern edge of the 

f l o o d p l a i n i n t h i s p a r t of the southeast q u a r t e r of the 
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southwest quarter of Section 29? 

A. Yes, s i r , a t the very edge. 

Q. A l l r i g h t . I ' l l ask you t o look now a t E x h i b i t 

6, which i s the photograph marked w i t h the number "3". 

A. Yes, s i r . 

Q. Could you i d e n t i f y f o r the record what t h i s 

p i c t u r e i s depicting? 

A. I j u s t got closer t o the reference p o i n t and took 

another shot l o o k i n g down. 

Q. Okay. This i s the same stake t h a t we have seen 

i n the two previous photographs; i s t h a t c o r r e c t ? 

A. Yes, s i r , uh-huh. 

Q. A l l r i g h t . And again, the area of t h i s g r a v e l , 

white g r a v e l , i s b e t t e r shown i n t h i s p a r t i c u l a r 

photograph? 

A. Yes, s i r . 

Q. A l l r i g h t . I ask you, then, t o look a t what has 

been marked as E x h i b i t Number 7, which has the l a r g e "4" 

marked i n the upper right-hand p a r t of the p i c t u r e , and 

what i s t h i s ? 

A. That i s looking n o r t h — excuse me, l o o k i n g south 

t o the reference p o i n t , standing i n the bottom of the draw 

down t h e r e i n the middle of the rock, draw. 

Q. This photograph a c t u a l l y shows t h i s cut bank t h a t 

you have e a r l i e r t e s t i f i e d to? 
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A. Yes, s i r . 

Q. And r i g h t a t the — i n the middle of t h i s 

p i c t u r e , you can a c t u a l l y see t h a t reference p o i n t staked, 

can you not? 

A. Yes, s i r . 

Q. I don't know — Was i t marked? 

I'm going t o ask you now t o look a t E x h i b i t 8, 

which has the "5" i n the corner. What i s t h i s of? 

A. That i s the o r i g i n a l 660 from the south, 1980 

from the west, l o c a t i o n , j u s t a p i c t u r e of the centerhole. 

Q. Okay. 

A. Looking n o r t h . 

Q. Looking n o r t h . A l l r i g h t , t h i s was the o r i g i n a l 

proposed orthodox location? 

A. Yes, s i r . 

Q. And we're looking again north? 

A. Yes. 

Q. Now, t h i s l o c a t i o n i s w i t h i n the f l o o d p l a i n ; i s 

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

A. Yes, s i r . 

Q. And t h i s i s the l o c a t i o n t h a t was denied by — 

And who was the o n - s i t e BLM — 

A. Barry Hunt. 

Q. Barry Hunt, okay. He i s out of the Carlsbad 

o f f i c e of the BLM, i s he not? 
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A. Yes, s i r . 

Q. A l l r i g h t . I ask you, then, t o t u r n t o E x h i b i t 

Number 9, which has the "6" marked i n i t . Can you t e l l me 

what t h a t photograph i s of? 

A. That i s the 990 from the south, 1980 from the 

west, l o c a t i o n — 

Q. A l l r i g h t . 

A. — where the f l a g g i n g i s i n t h e r e . 

Q. Okay, there i s a red — 

A. The cl o s e s t f l a g g i n g . 

Q. Okay, there i s a red tape t i e d t o a t r e e limb; i s 

t h a t co r r e c t ? 

A. Yes, s i r . 

Q. A l l r i g h t . And t h a t denotes what i s shown on 

your land p l a t , the green c i r c l e , then? 

A. Yes, s i r . 

Q. And you're looking south, I b e l i e v e you t o l d us? 

A. Yes, s i r . 

Q. A l l r i g h t . And you can a c t u a l l y see t h a t c u t 

bank which was i n the e a r l i e r photograph, marked number 

A. Yes, s i r , t h a t ' s my — 

Q. — i n the distance? 

A. — t h a t ' s my pickup which i s r i g h t a t the 

centerhole, a t the 33 0 l o c a t i o n . 
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MR. ERNEST CARROLL: Can you see th a t ? Yeah, and 

here's h i s pickup t r u c k . 

EXAMINER CATANACH: Uh-huh. 

MR. ERNEST CARROLL: A l l r i g h t . 

Q. (By Mr. Ernest C a r r o l l ) Did you walk t o t h i s 

s i t e w i t h the BLM i n v e s t i g a t o r ? 

A. Yes, s i r . 

Q. Was t h i s s i t e acceptable f o r the l o c a t i o n of a 

well? 

A. No, s i r , he said i t ' s s t i l l i n the f l o o d p l a i n . 

So we walked n o r t h , south, east and west. We walked a l l 

f o u r ways, t r y i n g t o f i g u r e the cl o s e s t spot t o put a 

l o c a t i o n out of the f l o o d p l a i n . 

Q. How much f a r t h e r t o the n o r t h d i d t h i s f l o o d p l a i n 

extend? 

A. I stood on the l o c a t i o n , and Mr. Hunt s t a r t e d 

pacing t o the n o r t h , and I k i n d of kept him on l i n e , and he 

had stepped o f f about 400 f e e t , he f i g u r e d , and he s a i d 

t h a t t h a t was about the edge of the — close t o the edge of 

the f l o o d p l a i n . 

Q. A l l r i g h t . So i t would have been an a d d i t i o n a l 

400 f e e t before you could get out of the f l o o d p l a i n n o r t h 

of the green dot or the l o c a t i o n 990 from the south l i n e , 

1980 from the west l i n e ? 

A. Yes, s i r . 
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Q. That edge of the f l o o d p l a i n , would t h a t be the 

p o i n t where you could a c t u a l l y locate a w e l l , or would t h a t 

be the beginning of the 200-foot square t h a t the BLM would 

have r e q u i r e d you t o be in? 

A. I t would probably be the beginning of the 200 

f o o t . They would probably make us go at l e a s t 150 t o 200 

past t h a t f o r the centerhole. 

Q. I ask you t o look a t E x h i b i t Number 10, which has 

the number "7" i n the right-hand corner. What i s t h i s 

photograph? 

A. Let's see, number "7". That i s the 990 s t r i p 

again, where the f l a g g i n g i s . And we're l o o k i n g n o r t h 

towards where Mr. Hunt had walked. 

Q. A l l r i g h t . This shows, again, the g r a v e l l e f t i n 

the f l o o d p l a i n ; i s t h a t correct? 

A. Yes, s i r . 

Q. Now, t h i s p a r t i c u l a r f l o o d p l a i n , was i t j u s t 

composed of one r i v u l e t where there was a main body of 

water, or was there more than one? 

A. No, t h a t ' s the problem w i t h t h i s one, i s t h a t i t 

k i n d of has a — tu r n s i n t o a "V". There's a — as you can 

see, t h a t deep eroded one a t the 660 l o c a t i o n . And then 

n o r t h of the 990 l o c a t i o n i s another smaller channel t h a t 

we ran i n t o , t h a t you could t e l l c a r r i e d water when i t ran. 

Q. And the area between these two channels i s a l l 
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w i t h i n a f l o o d p l a i n , then; i s t h a t c o r r e c t ? 

A. Yes, s i r , i t ' s a l l low enough t o be i n a 

f l o o d p l a i n . 

Q. Turning next t o E x h i b i t 11, which i s marked by 

the number "8", what i s that? 

A. Okay, number 8 i s a t the 990 l o c a t i o n from the 

south, again, looking — Let me see, which way i s t h a t 

l o o k i n g at? East. And you can see the r i v e r rock, 

a c t u a l l y , l o o k i n g over towards the east. 

Q. A l l r i g h t . 

A. And i t ' s s t i l l f l o o d p l a i n . 

Q. And then the next e x h i b i t , E x h i b i t 12, which i s 

marked by the "9", what i s t h a t d i r e c t i o n ? 

A. Okay, t h a t i s at the 990 from the south l o c a t i o n , 

l o o k i n g t o the west. You can k i n d of see the p a r t of the 

draw over t o the r i g h t where i t had been — 

Q. This second r i v e r channel? 

A. — cut out. Yes, s i r . 

Q. A l l r i g h t . So what we have now seen i n these 

photographs, then, we have looked both — i n a l l 

d i r e c t i o n s , i n n o r t h , south, east and west, and we see the 

r i v e r p l a i n — or the f l o o d p l a i n , excuse me — depicted i n 

a l l photographs? 

A. Yes, s i r . 

Q. Now, I believe you also t e s t i f i e d t h a t you walked 
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out almost t h i s e n t i r e 40; i s t h a t c o r r e c t ? 

A. Yes, s i r . 

Q. And t h i s f l o o d p l a i n e x i s t s over the bulk of t h i s 

q u a r t e r - q u a r t e r ; i s t h a t correct? 

A. Yes, s i r . 

Q. The d i r e c t i o n of the f l o o d p l a i n , does i t run 

north-south or east-west, or i n what d i r e c t i o n ? 

A. I t ' s from the west, going t o the east, towards 

the r i v e r . 

Q. Okay. I ask you t o look at E x h i b i t 13, which i s 

the photograph w i t h the large "10". What i s t h i s ? 

A. That's a l i t t l e over a hundred f e e t n o r t h of the 

990 l o c a t i o n , l o oking south. 

Q. Okay. You can a c t u a l l y see, r i g h t i n almost 

the center of t h i s photograph, t h a t f l a g g i n g t i e d t o the 

bush — 

A. Yes, s i r . 

Q. — t h a t we've seen i n the e a r l i e r photographs? 

A. Yes, s i r . 

Q. And again, the f l o o d p l a i n i s depicted here; i s 

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

A. Yes, s i r . 

Q. E x h i b i t 14, which has the number "11" i n i t , 

marked i n the corner, what i s that? 

A. That i s a — I moved a l i t t l e f u r t h e r t o the 
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n o r t h , and t h a t ' s the — The orange f l a g g i n g on the l e f t 

s ide t h e r e i s the 990-from-south l o c a t i o n , l o o k i n g west. 

That i s k i n d of showing another p a r t of the draw through 

t h e r e — 

Q. Okay. 

A. — the northern draw. 

Q. Okay. This i s a channel here — 

A. Yes, s i r . 

Q. — i s what you're — And t h i s i s the northernmost 

channel? 

A. Yes, s i r , there's — i t ' s — i t ' s r e a l — k i n d of 

f l a t going t o the n o r t h , and t h a t ' s about the deepest cut 

i n i t , but i t ' s — There's another channel running through 

t h e r e . 

Q. A l l r i g h t . I ask you t o look a t E x h i b i t 15, 

which i s marked by the "12". What i s t h a t ? 

A. That's another 990 from the south, l o o k i n g t o the 

east. 

Q. Okay. So you've looked both d i r e c t i o n s , again — 

A. Yes, s i r . 

Q. — from the area of t h i s 990? 

And again, the 990 f l a g t i e d t o the bush i s i n 

the center of t h i s photograph? 

A. Yes, s i r . 

MR. ERNEST CARROLL: Tom, d i d you need t o see 
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those? 

MR. KELLAHIN: No, s i r , they're f i n e . 

Q. (By Mr. Ernest C a r r o l l ) What i s the s i z e of the 

pad t h a t would be req u i r e d t o d r i l l t h i s p a r t i c u l a r w e l l , 

Mr. Beardemphl? 

A. The size of the pads we use a t present f o r t h i s 

depth of a w e l l i s approximately 150 each d i r e c t i o n , w i t h 

probably another 40 t o the p i t side, which i s u s u a l l y t o 

the n o r t h . 

Q. And the ac t u a l s i t e of the d r i l l hole, the 

well b o r e , would be i n the center of t h a t 150-square pad? 

A. Yes, s i r . 

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

admission of Yates E x h i b i t s 3 through 15 a t t h i s time. 

MR. KELLAHIN: No o b j e c t i o n . 

EXAMINER CATANACH: E x h i b i t s 3 through 15 w i l l be 

admitted as evidence. 

MR. ERNEST CARROLL: And I ' d pass the witness. 

CROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Beardemphl, d i d you keep any notes or make 

any w r i t i n g s w i t h regards t o your meetings and 

conversations w i t h Mr. Hunt when you went out and made a 

f i e l d i n s p e c t i o n of t h i s 40-acre t r a c t ? 

A. I have a planner I carry w i t h me, and a l l I wrote 
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i n i t was "move l o c a t i o n 330 south", because we looked a t 

t h r e e , f o u r l o c a t i o n s t h a t day, per BLM's A l L o r e t t a 

[ p h o n e t i c ] . 

Q. How many l o c a t i o n s d i d you look a t w i t h regards 

t o t h i s p a r t i c u l a r well? 

A. This — We looked at these three marked on the 

map, plus every d i r e c t i o n o f f a l l t h r e e . 

Q. On t h i s same day d i d you also go t o other 

p r o p e r t i e s t o look f o r w e l l l o c a t i o n s f o r other wells? 

A. Yes, I d i d . 

Q. Other than your n o t a t i o n t h a t you were on t h i s 

t r a c t a t t h a t p o i n t , do you have any other w r i t i n g s 

concerning your conversations w i t h Mr. Hunt? 

A. No, s i r , we d i d most of i t v e r b a l . 

Q. Approximately when d i d t h i s occur? 

A. The o n - s i t e was December 19th, 1994. 

Q. And was anyone else present f o r the o n - s i t e 

i n s p e c t i o n , besides you and Mr. Hunt? 

A. No, s i r . 

Q. What i s Mr. Hunt's f u n c t i o n w i t h the BLM? 

A. His t i t l e i s — I believe i t ' s Resource 

S p e c i a l i s t . He i s — He does a l l of the APDs, a p p l i c a t i o n s 

t o d r i l l , t h a t come i n t o the BLM f o r Eddy and p a r t of Lea 

County. 

Q. His f u n c t i o n has only t o do w i t h the surface use, 
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then, of the w e l l and the w e l l pad? 

A. Yes. 

Q. Has nothing t o do w i t h subsurface geology — 

A. No. 

Q. — or anything else? 

A. No, s i r . 

Q. Do you have a topo map or other map t h a t you 

would b e l i e v e t o be accurate and r e l i a b l e , by which we 

could determine where we are w i t h i n t h i s 40-acre t r a c t , as 

you and Mr. Hunt went around t h a t property? 

A. Yes, I c a r r i e d the USGS topo maps w i t h us. 

Q. A l l r i g h t — 

A. Barry has one and I have one. 

Q. — do you have one of those w i t h you now? 

A. No, s i r . 

Q. When we're looking a t the i n i t i a l proposed 

l o c a t i o n , which was 660 from the south and 660 from the 

east of t h a t spacing u n i t — You're w i t h me, r i g h t ? 

A. (Nods) 

Q. That was where Yates had wanted t o put the w e l l ; 

i s t h a t not correct? 

A. From the east? 

Q. Look a t the spacing u n i t . 

A. Okay, j u s t the 40. 

Q. Wit h i n t h a t — Within t h a t 160 acres — 
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A. Okay. 

Q. — you're going t o have a west dimension of 

1980 — 

A. Right. 

Q. — w i t h i n the spacing u n i t 660 from the east 

side — 

A. Yes, s i r . 

Q. — and 3 30 from the south side. 

What was your understanding of the basis f o r 

Yates requesting t h a t l o c a t i o n as i t s f i r s t choice? 

A. A f t e r the o n - s i t e and a v i s i t w i t h Mr. Hunt, we 

both concurred t h a t t h a t would be the only safe l e g a l 

l o c a t i o n . 

Q. I d i d n ' t make myself c l e a r . 

The o r i g i n a l l o c a t i o n you went out t o look a t was 

660 from the south and east l i n e s of the spacing u n i t , the 

o r i g i n a l l o c a t i o n ? 

A. The o r i g i n a l l o c a t i o n , yes. 

Q. The standard location? 

A. Yes, s i r . 

Q. And what was Yates's basis f o r the o r i g i n a l 

l o c a t i o n ? 

A. I guess geology. 

Q. Were you involved i n s t a k i n g of the — any of the 

other t h r e e w e l l s w i t h i n the spacing u n i t ? 
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A. Yes, s i r . 

Q. The Boyd 4, the Boyd 2 and the Aspden Number 1, 

you d i d a l l three of those? 

A. Yes, s i r . 

Q. A l l r i g h t . I t ' s t r u e , i s i t not, Mr. Beardemphl, 

t h a t the Boyd 2, which i s up i n the northwest of the 

southwest q u a r t e r - s e c t i o n spacing u n i t , i s i n f a c t i n the 

bottom of the Seven Rivers draw? 

A. No, s i r . 

Q. I t i s not? 

A. No, s i r . 

Q. A l l r i g h t . I s not t h a t w e l l i n the same p o i n t i n 

terms of depth of the draw as the proposed Aspden Number 2 

w e l l would be? 

A. I don't f o l l o w "the same p o i n t " . 

Q. A l l r i g h t . That Seven Rivers draw — 

A. Yes, s i r . 

Q. — moves through t h a t quarter s e c t i o n 

approximately from northwest t o the southeast, takes a 

l i t t l e bend through there and — 

A. Takes a b i g bend, yes, s i r . 

Q. Takes a b i g bend. When you're i n the bottom of 

t h a t draw where you're proposing t o lo c a t e the Aspden 

Number 2 w e l l , t h a t ' s i n a s i m i l a r r e l a t i o n s h i p i n t h a t 

draw when we get over t o the Boyd Number 2, which i s an 
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e x i s t i n g w e l l ; i s t h a t not true? 

A. The 330 i s a s i m i l a r s i t u a t i o n , yes, s i r . 

Are you asking where the Boyd 2 i s s i t u a t e d — 

Q. Yes, s i r . 

A. — i n the draw? 

Q. Yes, s i r . 

A. I t i s on top. 

Q. I t ' s not i n the draw? 

A. No, s i r . 

Q. When we look a t the size of the a r c h i t e c t u r a l 

[ s i c ] area t o be cleared by Mr. Hunt, i s t h a t one of h i s 

functions? 

A. Yes, s i r , he walks the whole t h i n g . 

Q. A l l r i g h t . He's looking a t an area t o c l e a r 

a r c h a e o l o g i c a l l y ? 

A. No, s i r , he doesn't do the a r c h e o l o g i c a l . 

Q. A l l r i g h t . How b i g a pad i s he l o o k i n g t o 

approve f o r terms of surface use? 

A. He's looking a t the whole 400 by 400. 

Q. A l l r i g h t . Where i n t h a t c r i t e r i a do we f i t your 

l a s t statement t o Mr. C a r r o l l about the pad s i z e being 150 

by 150? 

A. That's our normal s i z e . 

Q. A l l r i g h t . The clos e s t p o i n t , up o f f of the draw 

t o the south, i s t h i s reference p o i n t t h a t ' s shown on 
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E x h i b i t Number 3? 

A. Yes, s i r . 

Q. And t h a t ' s 530 f e e t from the south l i n e ? 

A. Yes, s i r . 

Q. And i f we're using a pad 150 f e e t by 150 f e e t , 

how close t o t h a t reference p o i n t can you put the a c t u a l 

w e l l i t s e l f ? 

A. We could probably put the w e l l w i t h i n 150 f e e t of 

t h a t , but then we have t o b u i l d a berm, and t h a t would take 

away a l o t of the footage. 

Q. A l l r i g h t . Did you ask — 

A. With a 2 0-foot drop you'd need a berm. 

Q. Did you ask Mr. Hunt i f he'd l e t you do t h a t ? 

A. Yes, s i r . 

Q. And what d i d he t e l l you? 

A. He thought i t would be safer t o move the 2 00-foot 

dist a n c e , t o be 200 f e e t from the draw. 

Q. Did you pursue w i t h Mr. Hunt any other l o c a t i o n 

w i t h i n the 40-acre t r a c t ? 

A. We k i n d of stayed on the l i n e , because we looked 

from the o r i g i n a l 660 south. Going west i s r i g h t s t r a i g h t 

up the draw, going east i s r i g h t s t r a i g h t up the draw, so 

we j u s t t r i e d n o r t h and south. That's a l l we proceeded a t 

the time. And the draw i s — We f i g u r e d going from the 

990, going west, was the draw, going east was the draw. 
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And the 330, it was a flat semi as close as 

we could get t o a l e g a l l o c a t i o n , so t h a t ' s where we l e f t 

i t . 

Q. A l l r i g h t . Mr. Hunt d i d t e l l you t h a t you could 

go n o r t h , east and west of the l o c a t i o n , d i d n ' t he? 

A. Yes, we looked a t a l l of them. 

Q. Yeah, he t o l d you you could go i n those 

d i r e c t i o n s i f you wanted to? 

A. No, we couldn't go t h a t way. We looked. They 

wouldn't f i t h i s c r i t e r i a , i n the f l o o d p l a i n . 

Q. Did he ever i n d i c a t e t o you t h a t you could have a 

l o c a t i o n a t l e a s t 500 f e e t n o r t h of the o r i g i n a l proposed 

l o c a t i o n , 600 by — 660 by 660? 

A. No, 500 f e e t wouldn't work. 

Q. Absolutely c e r t a i n he never t o l d you t h a t you 

could go 500 f e e t n o r t h of the 660-times-660 l o c a t i o n ? 

A. Right. We could go from the 990 l o c a t i o n , i s 

what I s a i d . 

Q. A l l r i g h t . The 990 l o c a t i o n by 1980 from the 

west l i n e represents what, s i r ? I s t h a t a p o i n t out of the 

Seven Rivers draw? 

A. That i s a p o i n t we used t o see i f t h a t would be a 

l e g a l l o c a t i o n . I t i s s t i l l i n the bottom of Seven Rivers 

draw. 

Q. A l l r i g h t , 990 from the south l i n e i s going t o 
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put you up i n the northeast corner of the standard box f o r 

a Dagger Draw w e l l w i t h i n t h i s 4 0-acre t r a c t , r i g h t ? 

A. "Standard box"? What do you mean? 

Q. Yes, s i r , w i t h i n a 40-acre t r a c t . You've got t o 

be 660 from the side boundaries, don't you? 

A. Yes, uh-huh. 

Q. A l l r i g h t , and i f you take 1320, which i s the 40-

acre box, and draw 660 from each side boundary, you've got 

an i n t e r i o r box t h a t i s your standard w e l l l o c a t i o n ? 

A. Okay. 

Q. A l l r i g h t . W ithin t h a t box, then, the southeast 

corner of t h a t box i s going t o be the 660-660 l o c a t i o n from 

the south and east of the spacing u n i t , r i g h t ? 

A. Okay. 

Q. A l l r i g h t . I f you go t o the northeast corner of 

t h a t standard box, t h a t ' s the 990 l o c a t i o n from the south 

l i n e , i s n ' t i t ? 

That's what you're t a l k i n g about? 

A. Yes, s i r . 

Q. A l l r i g h t . Mr. Hunt would have approved a 

l o c a t i o n f o r you f a r t h e r n o r t h than the 990 l o c a t i o n , 

wouldn't he? 

A. Yes, s i r . 

Q. A l l r i g h t . 

A. But i t would have been on State land. 
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Q. I t would not have s t i l l been w i t h i n t h i s 40-acre 

t r a c t ? 

A. No, s i r . 

Q. When we look a t the l o c a t i o n of the Seven Rivers 

draws, i t cuts through the 40-acre t r a c t . You're out of 

the draw w i t h the w e l l l o c a t i o n i f you're 330 from the 

south l i n e ? 

A. Yes, s i r . 

Q. And you can maintain t h a t c r i t e r i a of s t a y i n g out 

of the draw by 2 00 f e e t i f you swing the w e l l t o the east 

and t o the n o r t h , f o l l o w the contour of the bank of the 

south side of the Seven Rivers draw, can't you? 

A. A l i t t l e b i t . 

Q. How f a r can you go? 

A. As a guess, I would — are you t a l k i n g — How f a r 

east are we t a l k i n g ? 

A. Yes, s i r — 

Q. How f a r east? 

A. — I'm t a l k i n g about going n o r t h and east of the 

330 l o c a t i o n . The l o c a t i o n t h a t you propose i s 33 0 from 

the south, 660 from the east of the spacing u n i t . 

A. Yes. 

Q. I'm suggesting t o you t h a t you f o l l o w the contour 

of the draw — 

A. Uh-huh. 
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Q. — maintaining the 200-foot setback — 

A. Right. 

Q. — and swing t h a t up t o the n o r t h and east, and 

seeing what happens. 

A. I would say t h a t the c l o s e s t you could get from 

the n o r t h would probably be — maybe 420, 43 0 maybe, and 

t h a t would probably be on the l i n e . 

Q. What dimension would t h a t give us from the south 

l i n e ? I s t h a t 420? 

A. Yeah, t h a t would be from the south l i n e , yes. 

Q. A l l r i g h t , 42 0 i s from the south l i n e . 

A. And the east l i n e would be zero. 

Q. Okay. I s i t your testimony, s i r , t h a t t h e r e i s 

no l o c a t i o n w i t h i n the 40-acre t r a c t n o r t h of the n o r t h 

edge of t h i s Seven Rivers draw t h a t would s t i l l be w i t h i n 

the 40-acre t r a c t , t h a t ' s — 

A. Yes, s i r . 

Q. — a d r i l l a b l e l o c ation? 

A. Yes, s i r . 

Q. And there would be no l o c a t i o n t h a t would be west 

or northwest by northwest on the n o r t h edge of t h a t draw 

w i t h i n the same 40-acre t r a c t ? 

A. Yes, s i r . 

MR. KELLAHIN: A l l r i g h t . Thank you, Mr. 

Examiner. 
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EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Beardemphl, j u s t f o l l o w i n g up a l i t t l e b i t on 

Mr. K e l l a h i n ' s question, i f you could move the w e l l 

l o c a t i o n t o the east and no r t h , f o l l o w i n g the contour of 

the draw, t h a t would put you, you b e l i e v e , a t a maximum of 

42 0 f e e t from the south l i n e ; i s t h a t what you said? 

A. That would be a guess. I t would be around maybe 

400 from the south. That would be probably as close as you 

could get. 

Q. How f a r would t h a t r e q u i r e — How f a r east would 

you be r e q u i r e d t o move t o do that? 

A. I would guess t o the l i n e . 

Q. A l l the way t o the l i n e ? 

A. Yes, s i r . 

Q. Okay. B a s i c a l l y , you're not able t o move any 

f u r t h e r n o r t h than 33 0 from the south i n t h a t 4 0-acre 

t r a c t ; i s t h a t correct? 

A. You mean from the o r i g i n a l l o c a t i o n ? 

Q. From the o r i g i n a l — No, from the proposed 

l o c a t i o n , you're r e a l l y not able t o move any f u r t h e r north? 

A. Not w i t h i n s afety f a c t o r s . 

Q. Regardless of i f you move east or west, you're 

s t i l l not r e a l l y — you're s t i l l not going t o be able t o 

r e a l l y move north? 
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A. No, s i r , you wouldn't gain anything n o r t h . 

EXAMINER CATANACH: Okay, I have nothing f u r t h e r . 

MR. ERNEST CARROLL: I have nothing e l s e . 

EXAMINER CATANACH: Witness may be excused. 

MR. ERNEST CARROLL: Next c a l l Brent May. 

BRENT MAY. 

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. ERNEST CARROLL: 

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

residence f o r the record? 

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

Q. Mr. May, how are you employed? 

A. I'm employed w i t h Yates Petroleum. 

Q. And i n what capacity? 

A. As a petroleum g e o l o g i s t . 

Q. Mr. May, are you f a m i l i a r w i t h the present 

A p p l i c a t i o n being heard by t h i s Examiner today? 

A. Yes, I am. 

Q. And Mr. May, have you t e s t i f i e d before t h i s 

D i v i s i o n , Commission, before and had your c r e d e n t i a l s as a 

petroleum g e o l o g i s t accepted? 

A. Yes, I have. 

MR. ERNEST CARROLL: Mr. Examiner, I would tender 
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Mr. May as an expert i n the f i e l d of petroleum geology. 

EXAMINER CATANACH: Mr. May i s so q u a l i f i e d . 

Q. (By Mr. Ernest C a r r o l l ) Now, Mr. May, t h i s 

p a r t i c u l a r area of Dagger Draw, North Dagger Draw, i s t h i s 

an area t h a t you are pre s e n t l y working f o r Yates Petroleum? 

A. Yes, I am. 

Q. And have worked on many — the other w e l l s — 

p a r t i c u l a r l y the other w e l l s t h a t are i n t h i s 160 p r o r a t i o n 

u n i t ? 

A. I have been involved i n one way or another w i t h 

some of the other w e l l s , yes. 

Q. A l l r i g h t . Now, you have prepared today t h r e e 

e x h i b i t s f o r the Commission; i s t h a t c o r r e c t ? 

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

Q. Turning t o your f i r s t e x h i b i t , E x h i b i t 16, would 

you i d e n t i f y t h a t f o r the record? 

A. That's a topographic map, set around Section 29 

of 19 South, 2 5 East. 

The Aspden 2 Number l o c a t i o n i s shown i n red, and 

the o r i g i n a l standard l o c a t i o n asked f o r i s shown i n blue. 

This topo map was produced — I t was b a s i c a l l y 

d i g i t i z e d from four d i f f e r e n t USGS 7-1/2-minute topo 

sheets, w i t h Section 29 coming b a s i c a l l y from a 1975-

vint a g e sheet. 

I might p o i n t out, over on the very east side of 
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Section 29 there's a problem because the two of the topo 

sheets j o i n together there, and there's a bus between those 

two topo sheets. 

You might note the dashed l i n e i n the southwest 

corner and note t h a t they don't connect up w i t h the 

contours over i n Section 28. That's the bus between the 

two topo sheets. I j u s t wanted t o p o i n t t h a t out. 

But t h a t does not a f f e c t the southwest q u a r t e r , 

which i s what we're t a l k i n g about here today. 

Q. Now, i s t h i s the only a v a i l a b l e topo map of the 

area, t h i s USGS map? 

A. As f a r as I'm aware, yes. 

Q. And what i s the age of t h i s p a r t i c u l a r map? 

A. Like I sai d , t h i s map i s made up fo u r — came 

from f o u r d i f f e r e n t topo sheets, and b a s i c a l l y from — 

Let's see, I bel i e v e the s i x sections i n the n o r t h p a r t of 

the map, t h a t was around 1975, from the two maps. And I 

be l i e v e the lower three sections came from even o l d e r maps. 

So i t ' s around 2 0 years. 

Q. What i s — Apparently j u s t t o the east — Excuse 

me. Yes, east of the two l o c a t i o n c i r c l e s i s the Seven 

Rivers — r i v e r , I guess, or t h i s i s p a r t of the draw t h a t 

leads i n t o a l a r g e r draw; i s t h a t correct? 

A. A c t u a l l y , the Seven Rivers drainage or f l o o d p l a i n 

or arroyo, i s r i g h t — r e a l close t o those two l o c a t i o n s . 
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You can see how close the topographic contours are, very 

close together. That represents the draw on t h i s topo 

sheet. 

Q. A l l r i g h t . And i n f a c t , there's a l i n e t h a t — 

topo l i n e t h a t runs through the Number 29, does i t not? 

A. Yes. 

Q. And works i t s way down t o the southwest of the 

s e c t i o n . That i s also p a r t of the f l o o d p l a i n , i s i t not? 

A. I b e l i e v e i t i s , e s p e c i a l l y when you consider Mr. 

Beardemphl's testimony. 

Q. A l l r i g h t . Let's t u r n now t o geologic matters 

w i t h respect t o t h i s p a r t i c u l a r l o c a t i o n . 

You have prepared two maps, have you not? 

A. Yes, I have. 

Q. Let's t u r n f i r s t t o E x h i b i t 17. Would you 

i d e n t i f y f o r the record what t h a t i s and then e x p l a i n i t t o 

the Examiner? 

A. This i s a s t r u c t u r e map which shows the top of 

the Canyon or Upper Penn dolomite. The contour i n t e r v a l i s 

50 f e e t . The d i f f e r e n t c o l o r s denote 100-foot contour 

i n t e r v a l s . 

The purple c i r c l e around the l o c a t i o n shows the 

l o c a t i o n of the Aspden Number 2. And j u s t t o the west of 

t h a t , the d i r e c t o f f s e t i s the Aspden Number 1. 

Any p a r t of t h i s map t h a t i s not c o l o r e d denotes 
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t h a t there's no dolomite present i n the area. 

I might note t h a t the l o c a l d i p i n t h i s l o c a l i z e d 

area i s b a s i c a l l y t o the southeast, w i t h the Aspden Number 

2 l o c a t i o n being downdip of the Number 1 and als o downdip 

of the Conoco Joyce Number 1, which i s i n the northwest-

northwest of Section 32. 

Even though the proposed l o c a t i o n i s downdip of 

these producing w e l l s , i t s t i l l should be a good w e l l . 

But a standard l o c a t i o n , which from — 660 from 

the south l i n e — would be f u r t h e r updip and would have a 

t h i c k e r hydrocarbon column. 

B a s i c a l l y , g e o l o g i c a l l y , Yates would p r e f e r t o 

have a standard l o c a t i o n because of the problems we had 

w i t h the f l o o d p l a i n and the BLM denying t h a t . We can't 

d r i l l t h a t l o c a t i o n , and t h i s i s the only one we can get. 

Q. Mr. May, how r e l e v a n t i s s t r u c t u r e t o developing 

or o b t a i n i n g a producer from the Canyon dolomite? 

A. We're g e t t i n g t o an area here where t h e r e hasn't 

been much production below where some of these other w e l l s 

have been d r i l l e d , and I believe we're going t o have 

hydrocarbon column enough there t o make a w e l l t h a t we are 

adding t o our r i s k by going downdip, because of the 

p o s s i b i l i t y of g e t t i n g below — too f a r below our 

hydrocarbon column. 

Q. I f Yates were t o move east of t h i s proposed 
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unorthodox l o c a t i o n , would you be j e o p a r d i z i n g the chances 

of Yates t o ob t a i n a producer, i n your opinion? 

A. I t would add f u r t h e r r i s k . 

Q. Do you have any other comments t h a t you would 

l i k e t o address t o the Examiner w i t h respect t o E x h i b i t 17? 

A. No, t h a t ' s a l l . 

Q. I f you would, would you please t u r n t o E x h i b i t 18 

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

A. This i s a net isopach of the Canyon or Upper Penn 

dolomite. Again, the contour i n t e r v a l i s 50 f e e t , and the 

c o l o r s denote 100-foot contour i n t e r v a l s . 

Again, the purple c i r c l e denotes the Aspden 2 

l o c a t i o n . 

This map shows a dolomite t h i c k t r e n d i n g 

northeast-southwest and w i t h the proposed l o c a t i o n on the 

southeast f l a n k of t h a t t h i c k . 

Again, t h i s map shows something s i m i l a r t o the 

s t r u c t u r e map, i s t h a t a standard l o c a t i o n would be the 

b e t t e r l o c a t i o n . We would have more dolomite a t the 

standard l o c a t i o n than t h i s unorthodox l o c a t i o n , p l u s we 

would be f u r t h e r away from the edge of the dolomite. 

The clos e r and closer we get t o the edge of the 

dolomite, the more r i s k you have of l o s i n g the dolomite, 

and the dolomite i s the r e s e r v o i r rock. The less r e s e r v o i r 

rock you have, the more r i s k you in c u r . 
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Q. Are there any other comments t h a t you would l i k e 

t o make w i t h respect t o E x h i b i t Number 18? 

A. No, j u s t i n summary I ' d j u s t l i k e t o say t h a t 

Yates would have p r e f e r r e d t o d r i l l the best geologic 

l o c a t i o n on t h i s 40, which would have been the orthodox 

l o c a t i o n . But because of the f l o o d p l a i n of the Seven 

Rivers arroyo, the BLM w i l l not allow us t o do t h a t and 

given us the 3 30 l o c a t i o n . 

Q. Mr. May, i f Yates i s able t o d r i l l the w e l l i n 

the proposed unorthodox l o c a t i o n , and based upon the f a c t 

t h a t the BLM would deny a w e l l elsewhere w i t h i n — any 

c l o s e r t o an orthodox l o c a t i o n than t h i s w e l l , and based 

upon Mr. Beardemphl's testimony, i t would be — you would 

have t o go i n t o the next northern 4 0-acre block, do you 

have an opinio n as t o whether or not Yates• c o r r e l a t i v e 

r i g h t s would be h u r t or hampered? 

A. I f we weren't allowed t o d r i l l a w e l l i n the 40, 

I b e l i e v e our c o r r e l a t i v e r i g h t s would be damaged. 

Q. Do you f e e l — what — With respect t o the o i l 

t h a t might be i n place th e r e , i n the southern reaches of 

t h a t 40 acres, do you have an opinion as t o what would 

happen t o t h a t o i l ? 

A. I f we weren't allowed t o d r i l l a w e l l , the o i l i n 

t h a t 4 0 would not be recovered. 

Q. Would t h a t o i l then be wasted? 
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A. Yes, s i r , i n my opinion. 

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

admission of Yates E x h i b i t s 16, 17 and 18 a t t h i s time. 

EXAMINER CATANACH: E x h i b i t s 16 through 18 w i l l 

be admitted as evidence. 

MR. ERNEST CARROLL: Mr. Catanach, I would pass 

the witness. 

EXAMINER CATANACH: Mr. Kellahin? 

MR. KELLAHIN: Thank you, Mr. Examiner. 

CROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. May, i f y o u ' l l t u r n t o E x h i b i t 17 f o r me, 

w i t h i n Section 29, your subsea i n t e r v a l , the minus-4200-

l i n e i n f o r m a t i o n covers over the contour l i n e t h a t i s a t 

t h a t p o i n t . 

I f I may approach the witness, Mr. Examiner, I ' d 

l i k e him t o take my red pen and t o simply connect t h a t l i n e 

as he would do i t , so I can see where t h a t contour l i n e 

r e a l l y i s . 

A. Approximately there. And I apologize f o r 

covering up the contour l i n e . 

MR. KELLAHIN: Mr. Examiner, I show you what Mr. 

May has done t o my copy of E x h i b i t 17. I f you d e s i r e t o 

have your copy so noted, I ' l l have him do i t on your copy, 

but I show you what he's done on mine. 
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Q. (By Mr. Kel l a h i n ) Mr. May, Yates i s a l s o 

developing other w e l l l o c a t i o n s i n the south h a l f of 

Section 29, are you not? 

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

Q. You're c u r r e n t l y d r i l l i n g a w e l l t h a t ' s 

i d e n t i f i e d as the Boyd 6 well? 

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

Q. You're f a m i l i a r w i t h t h a t well? 

A. Yes, s i r . 

Q. Would you locate f o r me on my E x h i b i t Number 17 

where Yates i s c u r r e n t l y d r i l l i n g the Boyd 6 wel l ? 

A. I t would be approximately 660 from the south l i n e 

and 1980 from the west l i n e , i f I remember r i g h t . 

Q. Of t h a t section? 

A. Of Section 29. 

MR. KELLAHIN: Again, Mr. Examiner, I show you 

what Mr. May has i n d i c a t e d on my e x h i b i t as the approximate 

l o c a t i o n of the Boyd 6 w e l l , which he's t e s t i f i e d t o i s 660 

from the south and 1980 from the east [ s i c ] l i n e of Section 

29. 

Q. (By Mr. Kel l a h i n ) When we look a t the Boyd 6 

l o c a t i o n t h a t you're c u r r e n t l y d r i l l i n g , Mr. May — 

A. Yes, s i r . 

Q. — and looking a t E x h i b i t 17, the s t r u c t u r e 

map — 
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A. Yes, s i r . 

Q. — describe f o r us Yates' reason f o r l o c a t i n g and 

attempting the Boyd 6 w e l l a t t h a t p a r t i c u l a r place i n the 

r e s e r v o i r . 

A. I t i s a r i s k y l o c a t i o n , but we f e l t a t t h i s time 

t h a t we should go ahead and d r i l l i t , because we f e l t l i k e 

we s t i l l could h i t enough pay t o make a producing w e l l . 

Q. When you look a t the s t r u c t u r a l c r i t e r i a and 

compare the Boyd 6 l o c a t i o n s t r u c t u r a l l y t o any l o c a t i o n 

w i t h i n the 40-acre t r a c t where you propose the sub j e c t 

Aspden Number 2 w e l l — 

A. Yes. 

Q. — i s the e n t i r e 40-acre t r a c t f o r the Aspden 2 

w e l l always favorable s t r u c t u r a l l y t o where you're d r i l l i n g 

the Boyd 6 well? 

A. I be l i e v e i t i s . 

Q. On your net isopach, which i s E x h i b i t 18, 

describe f o r me your method t o get a net isopach. What 

c u t o f f parameters are you using? 

A. B a s i c a l l y , I look a t the whole Canyon s e c t i o n , 

and where there i s dolomite I count up the f e e t of 

thickness of dolomite and add i t up i n t h a t s e c t i o n . 

Q. Do you use any c u t o f f c r i t e r i a w i t h i n t h a t 

judgment? 

A. I do not use p o r o s i t y c u t o f f s i n a pure net 
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dolomite map, no gamma-ray c u t o f f s , because sometimes the 

dolomite can be hot on the gamma ray out here. But I d i d 

not use any p o r o s i t y c u t o f f s . This i s a s t r a i g h t net 

dolomite map. 

Q. So there i s no gamma-ray c u t o f f e i t h e r ? 

A. No, s i r , because the gamma ray, sometimes we get 

t o see, a l o t of times, hot gamma rays i n the dolomite. 

Most carbonates are very clean, not very hot on 

the gamma ray. But i n Dagger Draw, i n t h i s Canyon 

dolomite, a l o t of times you can see hot or very high 

gamma-ray readings f o r the dolomite. 

So I d i d not use the gamma ray. 

Q. You i n d i c a t e d t o us t h a t the geologic c r i t e r i a 

t h a t you have used f o r l o c a t i n g the Aspden Number 2 w e l l i s 

more favorable a t the standard l o c a t i o n versus t h i s 

proposed unorthodox location? 

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

Q. I f I may approach you, I'm going t o ask you on 

E x h i b i t 18 t o also approximate f o r me on t h i s d i s p l a y the 

l o c a t i o n of the Boyd 6 w e l l , Mr. May. 

A. Okay. 

MR. KELLAHIN: Mr. Examiner, Mr. May has 

approximated on E x h i b i t 18 the l o c a t i o n on h i s map of the 

Boyd 6 w e l l i n r e l a t i o n t o t h i s d i s p l a y . 

Q. (By Mr. Ke l l a h i n ) The d i f f e r e n c e i n c o l o r code, 

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 

54 

Mr. May, f o r E x h i b i t 18 i s simply a v i s u a l reference so we 

can see the 100-foot contour components of the isopach? 

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

Q. W i t h i n the south h a l f of Section 29, have a l l the 

attempts t h a t Yates has d r i l l e d i n the south h a l f of 29 

been successful producing w e l l s i n the North Dagger Draw? 

A. Yes. 

Q. What i s the l a s t w e l l you d r i l l e d i n 29, p r i o r t o 

the Boyd 6? 

A. The Aspden Number 1, which i s the — 

Q. I'm so r r y , I d i d n ' t hear you, s i r . 

A. The Aspden Number 1, which i s 660 from the south 

and west l i n e of 29, Section 29. 

Q. A l l r i g h t . And where i n t h a t sequence, then, do 

the other t h r e e w e l l s i n the south h a l f of 29 — Do you 

remember the sequence? 

A. No, because those w e l l s were d r i l l e d before I 

took over t h i s area, so I'm not sure e x a c t l y what the 

sequence was. 

Q. What k i n d of r a t e s are you g e t t i n g on the Aspden 

1 well? 

A. I be l i e v e the l a s t time I checked the produc t i o n 

on t h a t — and i t may have been f o r mid-March, and the 

engineer coming up probably might c o r r e c t me — but I 

be l i e v e i t was around 220 b a r r e l s of o i l per day and around 
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150 of water. 

Q. What k i n d of c u r r e n t r a t e s are you g e t t i n g on the 

other t h r e e w e l l s i n the h a l f section? 

A. I don't t h i n k I can r e c a l l t h a t o f f the top of my 

head. 

Q. I n making your analysis of where t o f i n d or of 

where t o l o c a t e Cisco w e l l s , i s there a d i r e c t r e l a t i o n s h i p 

t o p r o d u c t i v i t y and s t r u c t u r e ? 

A. Yes and no. You l i k e t o be updip and higher 

s t r u c t u r a l l y , because t h a t could p o s s i b l y g i v e you more 

dolomite t o work w i t h . And the more dolomite, the more 

chance you have of making a good w e l l . 

But there's also r e s e r v o i r q u a l i t y t h a t ' s thrown 

i n , so t h a t can — even though you may be s t r u c t u r a l l y 

h i g h , you could have problems w i t h p o r o s i t y , p e r m e a b i l i t y , 

and you may not have as good a w e l l because of t h a t . 

But s t r u c t u r e i s d e f i n i t e l y something you do want 

t o s t r i v e f o r . 

Q. I s t h i s North Dagger Draw, t h i s p o r t i o n of the 

North Dagger Draw, one where we have a s i g n i f i c a n t water 

problem? 

A. Yes, s i r . 

Q. Where i n t h i s area do you approximate t o be the 

o i l - w a t e r contact? 

A. This would be a pure guess, but I'm guessing 

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 

56 

somewhere, from what we've seen, maybe close t o the minus 

4300, and t h a t ' s a pure guess, because sometimes t h a t o i l -

water contact can vary from w e l l t o w e l l . I t ' s very 

f i c k l e . 

Q. At the unorthodox l o c a t i o n , does t h a t increase 

the r i s k of p o t e n t i a l increased water production over the 

standard l o c a t i o n ? 

A. Not neces s a r i l y , because i t ' s — i f you p e r f o r a t e 

high enough and stay out of the — what we l o o s e l y term the 

b i g water, then you may not increase your water p r o d u c t i o n . 

But what i t does, i f you go lower down and have 

less dolomite, you may have less productive r e s e r v o i r above 

t h a t o i l - w a t e r contact t o work w i t h . So even though you 

may not increase your water production, you may not have as 

much e f f e c t i v e hydrocarbon column. 

Q. Approximately where are you i n a subsea depth 

w i t h the Boyd 6 w e l l i n a s t r u c t u r a l — on the s t r u c t u r e 

map? 

A. According t o my map, p r e t t y close t o minus 4250. 

Q. When we look a t the thickness map, the dolomite 

thickness map, E x h i b i t 18, i s there a r e l a t i o n s h i p i n 

p r o d u c t i v i t y and thickness? 

A. I t ' s the same t h i n g . The more dolomite you have 

t h a t may be above t h a t o i l - w a t e r contact, then the more 

p o t e n t i a l hydrocarbon column you could have. 
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Q. When we're looking a t other p o s s i b l e l o c a t i o n s , 

other than the one the BLM has approved, the 3 3 0-660 

l o c a t i o n , are there other l o c a t i o n s w i t h i n the 4 0-acre 

t r a c t t h a t are b e t t e r f o r you g e o l o g i c a l l y ? 

A. Besides the — I'm s o r r y , the 330? 

Q. Yes, s i r . 

A. The standard l o c a t i o n and anything n o r t h . 

B a s i c a l l y anything t o the n o r t h and west, g e o l o g i c a l l y , 

would be b e t t e r than the 3 30 l o c a t i o n . 

Q. I n a d d i t i o n , g e o l o g i c a l l y you could move t o the 

east and n o r t h and meet the same c r i t e r i a t h a t you're t o 

a t t a i n a t t h i s proposed unorthodox l o c a t i o n ? 

A. Depending on how f a r you moved each d i r e c t i o n , 

but t h a t ' s p o s s i b l e . 

Q. So the e n t i r e case i s d r i v e n by a t o p o g r a p h i c a l 

problem, as opposed t o a geologic reason? 

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

MR. KELLAHIN: No f u r t h e r examination, Mr. 

Examiner. 

EXAMINER CATANACH: Just a couple, Mr. May. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Can you approximate f o r me how much s t r u c t u r a l 

p o s i t i o n i s being l o s t , moving t o t h i s proposed l o c a t i o n 

from a standard one? 
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A. From the standard, i t would be — Oh, 

approximately maybe 2 0 t o 3 0 f e e t . 

Q. Can you do the same f o r me i n terms of the 

dolomite thickness? 

A. I t would be maybe around 3 0 f e e t , based o f f these 

maps. 

Q. Mr. May, i s the proposed l o c a t i o n — i s i t a safe 

l o c a t i o n t o d r i l l , or i s i t r i s k y , i n your opinion? 

A. Geologically? 

Q. Yeah. 

A. I f e e l t h a t we're going t o make a w e l l t h e r e , but 

t h e r e i s added r i s k from the standard l o c a t i o n , j u s t 

because we are l o s i n g s t r u c t u r e , we are l o s i n g dolomite 

th i c k n e s s , and we are moving closer t o the zero l i n e on the 

dolomite. 

Another t h i n g I might add, t h a t the c l o s e r you 

get t o the zero l i n e of the dolomite, the edge of the 

dolomite i s very hard t o p r e d i c t and can be very e r r a t i c . 

We've seen — I've seen the Canyon dolomite i n some areas 

w i t h i n a m i l e go from over 500 f e e t of dolomite t o less 

than 20. 

Q. I s the proposed l o c a t i o n not r i s k y enough t o 

propose, say, d i r e c t i o n a l d r i l l i n g ? 

A. That I don't know, because I wouldn't know what 

the a d d i t i o n a l cost f o r the d i r e c t i o n a l d r i l l i n g would be, 
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so I couldn't answer t h a t question. 

EX/AMINER CATANACH: Okay, I have no f u r t h e r 

questions. 

MR. ERNEST CARROLL: I have no other questions. 

We next c a l l Bob Fant t o the stand. 

ROBERT S. FANT, 

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

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

DIRECT EXAMINATION 

BY MR. CARROLL: 

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

residence? 

A. My name i s Robert Fant. I l i v e i n A r t e s i a , New 

Mexico. 

Q. By whom are you employed? 

A. Yates Petroleum. 

Q. What capacity, s i r ? 

A. I am a petroleum engineer. 

Q. Mr. Fant, are you f a m i l i a r w i t h the present 

A p p l i c a t i o n of Yates Petroleum t h a t i s being heard by t h i s 

Examiner? 

A. Yes, s i r , I am. 

Q. Mr. Fant, have you also t e s t i f i e d before t h i s 

D i v i s i o n and had your c r e d e n t i a l s as a petroleum engineer 

accepted? 
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A. Yes, s i r , I have. 

MR. ERNEST CARROLL: Mr. Catanach, I would tender 

Mr. Fant as an expert i n the f i e l d of petroleum 

engineering. 

EXAMINER CATANACH: Mr. Fant i s so q u a l i f i e d . 

Q. (By Mr. Ernest C a r r o l l ) Mr. Fant, you have 

prepared 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 today, have you 

not? 

A. Yes, s i r , I have. 

Q. Let's t u r n t o your f i r s t e x h i b i t , E x h i b i t 19. 

Would you describe f o r the record what t h a t e x h i b i t i s and 

then, i f you would, e x p l a i n i t s s i g n i f i c a n c e t o t h i s case? 

A. E x h i b i t 19 i s a drawing of Section 29, showing 

w i t h a box around the southwest quarter s e c t i o n which 

represents the 160-acre p r o r a t i o n u n i t i n the southwest 

q u a r t e r . 

There are three s o l i d dots i n the southwest 

q u a r t e r . They represent the c u r r e n t l y d r i l l e d and 

producing w e l l s i n t h i s p r o r a t i o n u n i t . 

There are four small gray squares w i t h i n t h i s , 

and these gray squares represent, according t o the r u l e s of 

the North Dagger Draw Pool, where an orthodox w e l l can be 

loca t e d w i t h i n t h i s p r o r a t i o n u n i t . 

The p r o r a t i o n u n i t i s f u r t h e r subdivided by some 

dashed l i n e s showing the 4 0-acre t r a c t s . 
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I ' d l i k e t o j u s t b r i e f l y go through some of the 

engineering problems w i t h — and reasons of why the 

l o c a t i o n s need t o be where they are. 

I have — When you concentrate on the southeast 

q u a r t e r of the southwest quarter, near the proposed 

l o c a t i o n , you see two small c i r c l e s , open c i r c l e s . Those 

were the two orthodox l o c a t i o n s t h a t we a p p l i e d f o r — t h a t 

we t a l k e d t o the BLM about, as t e s t i f i e d by Mr. Beardemphl. 

Q. And i n f a c t , Mr. Fant, the southernmost one was 

represented by the blue dot on h i s E x h i b i t 3, and the n o r t h 

one was the green dot on h i s E x h i b i t 3; i s t h a t c o r r e c t ? 

A. I bel i e v e t h a t t o be c o r r e c t , yes. 

Q. A l l r i g h t . 

A. Those two were denied. That's — Those are the 

orthodox l o c a t i o n s . 

We — As t e s t i f i e d by Mr. Beardemphl, we d i d n ' t 

have the o p t i o n , e s p e c i a l l y i n the orthodox s e c t i o n , of 

moving t o the east or the west w i t h i n — because of the 

drainage, so I d i d n ' t put those on here. 

There — To the n o r t h of these, t h e r e — 

Q. Excuse me, Mr. Fant, j u s t so the record i s c l e a r , 

the drainage t h a t you're speaking about i s the f l o o d p l a i n 

drainage; i t ' s not drainage of o i l or anything t o t h a t — 

A. Absolutely, yes — 

Q. A l l r i g h t . 
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A. — the surface f l o o d p l a i n drainage. 

As you move f u r t h e r t o the n o r t h and cross the 

qu a r t e r - q u a r t e r s e c t i o n boundary, there i s a dashed c i r c l e . 

I t has a dimension marker o f f t o the r i g h t of 1400 f e e t . 

When I prepared t h i s p a r t i c u l a r e x h i b i t , we 

looked a t t h a t as being the minimum distance you had t o 

move t o get out of the surface drainage. 

You move f u r t h e r n o r t h — We would have t o move 

approximately 150 f e e t n o r t h of t h a t , a t l e a s t , t o get — 

150 t o 2 00 f e e t , as t e s t i f i e d by Mr. Beardemphl — t o get 

an a c t u a l w e l l l o c a t i o n . 

That would put t h a t w e l l w i t h i n — You know, i f 

i t were on the l i n e , i t would be 660 f e e t . As we continue 

t o move n o r t h , you're under 500 f e e t from t h a t e x i s t i n g 

w e l l . I mean, these two w e l l s would be — To put i t t h e r e 

would be p u t t i n g two w e l l s i n a 40-acre t r a c t and would 

be — would c o n s t i t u t e waste; they would j u s t compete w i t h 

each other. 

So from an engineering standpoint, we r e a l l y had 

no choice, but — of the l o c a t i o n we were given t o move 

south. I t ' s the only l o c a t i o n we were given w i t h i n the 40-

acre t r a c t . 

The l o c a t i o n we picked — the 33 0 from the south, 

1980 from the west — represents the l e a s t amount of 

d e v i a t i o n from the orthodox l o c a t i o n . Any movement t o the 
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east, and t h a t p a r t i c u l a r l o c a t i o n gets f u r t h e r away from 

the orthodox l o c a t i o n , i t gets more unorthodox, i t gets 

worse. And so we chose t h a t as the minimum amount of 

movement. 

That's b a s i c a l l y what I have t h e r e . That was the 

— From an engineering standpoint, i f we move t o the n o r t h , 

we have t o go a l l the way t o another pro- — another — not 

p r o r a t i o n u n i t , but t r a c t , 4 0-acre t r a c t . And so t h i s was 

r e a l l y our only o p t i o n . 

Q. A l l r i g h t . Now, Mr. Fant, there was some 

confusion e a r l i e r l a s t week. This w e l l i s not d r i l l i n g , i s 

i t ? 

A. No, s i r , t h i s w e l l i s not d r i l l i n g . 

Q. There i s a w e l l , though, i n the next 4 0-acre 

t r a c t t h a t i s d r i l l i n g , and t h a t was the w e l l t h a t Mr. 

K e l l a h i n spoke of when he was v i s i t i n g w i t h Mr. May a 

moment ago; i s t h a t correct? 

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

Q. A l l r i g h t . That's a l l you have t o deal w i t h t h i s 

E x h i b i t 19; i s t h a t correct? 

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

Q. I f you would then t u r n t o E x h i b i t 2 0 and i f you 

would i d e n t i f y i t f o r the record and then describe i t s 

s i g n i f i c a n c e t o t h i s case. 

A. For the record, E x h i b i t Number 20 i s some 
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c a l c u l a t i o n formulas t h a t have been used t o c a l c u l a t e 

p e n a l t i e s i n the past. We do understand t h a t from time t o 

time, i n order t o balance e q u i t i e s , the OCD has assigned 

p e n a l t i e s t o w e l l s , and I wanted t o go i n and address those 

r i g h t here. 

There are — The f i r s t f our equations on t h i s 

sheet are p a r t of what, i n our — a t Yates Petroleum, has 

been termed a t h r e e - f a c t o r penalty, d e a l i n g i n distances 

from the l i n e s , plus an area f a c t o r . And I have some 

v i s u a l representations t h a t show the area f a c t o r b e t t e r , 

l a t e r . 

But the east-west f a c t - — The f i r s t l i n e i s 

j u s t , how f a r are you moving towards the edge of the 

p r o r a t i o n u n i t ? 

North-south f a c t o r i s the same t h i n g . They both 

work the same way. The — You know, those f a c t o r s are 

simply c a l c u l a t e d . 

The area f a c t o r i s s i g n i f i c a n t l y more 

complicated, but t h i s i s the p a r t i c u l a r equation used f o r 

i t . 

To determine the penalty i n the past a t times, 

they've used j u s t simply the average of those t h r e e 

numbers. Whatever those p e n a l t i e s worked out t o , average 

the t h r e e , t h a t ' s the number. 

I have submitted also what I c a l l a drainage area 
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p e n a l t y , which i l l u s t r a t e s — which i s — i l l u s t r a t e s a 

p e n a l t y based upon an encroachment of drainage area. And, 

you know, t h a t ' s b a s i c a l l y — These are simply the formulas 

I used t o determine those f a c t o r s . 

Q. With respect t o t h a t l a s t formula, you have two 

e x h i b i t s which d e p i c t how t h a t a c t u a l l y works, and those 

are 21 and 22, are they not? 

A. Yes, s i r , they are. 

Q. Why don't you e x p l a i n those before we then go 

i n t o your a c t u a l c a l c u l a t i o n of the penalty f a c t o r ? 

A. E x h i b i t Number 21 i s a p l a t of Sections 29 and 

32. You have the l o c a t i o n of — the proposed l o c a t i o n of 

the w e l l , 330 from the south l i n e , 1980 from the west l i n e . 

There are two large c i r c l e s on t h a t , on t h i s 

p l a t . The northernmost c i r c l e i s a 160-acre c i r c l e placed 

around the nearest orthodox l o c a t i o n , or i n t h i s p a r t i c u l a r 

case, 660 from the south l i n e , 1980 from the west l i n e . 

The southern la r g e c i r c l e i s a 160-acre drainage 

c i r c l e , or a 160-acre c i r c l e , surrounding the proposed 

l o c a t i o n . 

I have grayed i n the a d d i t i o n a l area south i n the 

southern c i r c l e t h a t — the area t h a t i s beyond the 

o r i g i n a l c i r c l e , or the northern c i r c l e . 

Now, the — Looking back t o E x h i b i t 20, what I 

c a l l the area f a c t o r i s simply the t o t a l gray area d i v i d e d 
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by 160 acres. That's how t h a t p a r t i c u l a r — That's what 

t h a t formula v i s u a l l y represents. That's the encroachment 

of t h a t t o t a l drainage area down. 

The drainage area penalty, which i s the second 

pen a l t y I discussed, simply represents — I f y o u ' l l n o t i c e , 

t h e r e are two shades of gray i n these p a r t i c u l a r e x h i b i t s . 

The p o r t i o n of the grayed-in area below Section 

29 i s what i s represented by the drainage area p e n a l t y , and 

t h a t ' s simply the encroachment on the other person's 

acreage. That — You know, encroachment on our acreage 

should not be considered encroachment, we don't f e e l . 

And E x h i b i t 21 represents 160-acre drainage 

c i r c l e s . 

E x h i b i t 22 i s e x a c t l y the same type of p l a t , 

except i t ' s f o r — i f someone were t o argue f o r 40-acre 

drainage c i r c l e s , because e s s e n t i a l l y — I mean, the 

p r o r a t i o n i n Dagger Draw i s 160 acres. They're being 

developed on 40s r i g h t now. And I ' l l discuss which one of 

these we should use i n j u s t a moment. 

But these are j u s t v i s u a l r e p r e s e n t a t i o n s of 

those two formulas, those formulas — I t ' s tough t o get a 

f e e l f o r how those formulas work j u s t by l o o k i n g a t them. 

Q. A l l r i g h t . Now, Mr. Fant, you have a c t u a l l y 

c a l c u l a t e d , then, what the penalty f a c t o r s would be, based 

upon these equations t h a t you've j u s t described? 
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A. Yes, s i r , I have. 

Q. And those are — the r e s u l t s of those 

c a l c u l a t i o n s are shown on E x h i b i t 23, are they not? 

A. Yes, s i r , they are. 

Q. I f you would, then, why don't you e x p l a i n , then, 

the r e s u l t s t h a t you achieve, then? 

A. Okay. I d i d the c a l c u l a t i o n s both f o r 160-acre 

p r o r a t i o n , and f o r — i f someone were t o argue 4 0-acre 

p r o r a t i o n . And again, I ' l l discuss which one we should 

choose i n a minute. 

But f o r the c a l c u l a t i o n of the east-west f a c t o r , 

the w e l l has not moved t o the east or the west, so t h a t 

f a c t o r i s zero. There should be no penalty assessed based 

on those. 

North-south f a c t o r , i t ' s 50-percent c l o s e r t o the 

l i n e than the r u l e s allow, and t h e r e f o r e t h a t f a c t o r i s 50 

percent. 

The area f a c t o r s c a l c u l a t e f o r 160-acre 

p r o r a t i o n . The area f a c t o r s are 14 and 2 8 percent. 

B a s i c a l l y , i t doubles as you move t o the other one. 

When you average those out and o b t a i n the t h r e e -

f a c t o r p e nalty f o r 160-acre p r o r a t i o n , you're l o o k i n g a t 21 

percent; f o r 4 0-acre p r o r a t i o n you're l o o k i n g a t 26 percent 

on the average. 

Now, moving t o the drainage-area p e n a l t y , when 
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you're l o o k i n g a t the 160-acre drainage areas or the 160-

acre p r o r a t i o n , drainage area penalty c a l c u l a t e s out t o 13 

percent. 

The 4 0-acre p r o r a t i o n , t h a t would c a l c u l a t e out 

t o 2 0 percent. 

Now, as t o which one t o choose, you know, we 

b e l i e v e i t should be based upon the 160-acre p r o r a t i o n , 

because t h a t i s the p r o r a t i o n of t h i s — of these 

p a r t i c u l a r w e l l s . 

Furthermore, i f one were t o argue f o r 4 0-acre 

p r o r a t i o n — You know, f i r s t of a l l , we are on 160s. But 

i f they were t o argue f o r 40-acre p r o r a t i o n , under 40-acre 

p r o r a t i o n , t h i s i s not an unorthodox l o c a t i o n . 40-acre 

p r o r a t i o n provides f o r 330 from the l i n e , and we wouldn't 

even be here. We would not be, you know, t a k i n g up the 

time of t h i s group. 

Q. As I understand i t , then, Mr. Fant, t h a t the — 

one of the p r i n c i p a l reasons t h a t you disagree w i t h using 

the 40-acre c a l c u l a t i o n i s t h a t — i s , i f we look a t the 

standard f i e l d w i d e r u l e s t h a t are p r e s e n t l y enforced i n New 

Mexico, i f we were j u s t considering the 40-acre p r o r a t i o n 

u n i t , t h i s w e l l would not be an unorthodox l o c a t i o n ? 

A. That's abs o l u t e l y t r u e . I b e l i e v e t h a t ' s Rule 

104-C. 

Q. A l l r i g h t . Now, then, j u s t so t h a t the record i s 
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abundantly c l e a r , do you have an opinion as t o what would 

be the appropriate penalty f a c t o r t h a t should be used i n 

t h i s p a r t i c u l a r case, should the Commission choose t o 

impose one? 

A. I bel i e v e t h a t the encroachment t h a t i s o c c u r r i n g 

here would only be c a l c u l a b l e i n the drainage area 

s i t u a t i o n , and t h a t would be the 13-percent p e n a l t y . I 

b e l i e v e t h a t ' s what i s app l i c a b l e i n t h i s case. 

The problem comes i n determining against what. 

Q. Okay. Now, t h a t ' s — This p a r t i c u l a r f i e l d , t h i s 

North Dagger Draw f i e l d , does present k i n d of a unique 

s i t u a t i o n , because the f i e l d r u l e s allow f o r 160-acre 

p r o r a t i o n and allow four w e l l s t o be d r i l l e d w i t h i n t h a t ; 

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

A. That i s c o r r e c t . This i s the f o u r t h w e l l on t h i s 

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

Q. A l l r i g h t . Now, there has — The Commission has 

been faced w i t h t h i s s i t u a t i o n before, i n your experience; 

i s t h a t not true? 

A. They have been faced w i t h s i t u a t i o n s i n Dagger 

Draw where they have been asked t o assess p e n a l t i e s on 

w e l l s i n the Dagger Draw r e s e r v o i r , yes, s i r . 

Q. Okay. And they have been — The D i v i s i o n a t t h a t 

time had t o take i n t o account t h i s problem of having f o u r 

w e l l s w i t h i n a p r o r a t i o n u n i t ? 
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A. Well, I'm not sure t h a t they had the problem w i t h 

the f o u r w e l l s , but they d i d have the problem of what t o 

assess i t against. 

Q. Okay. 

A. You know, we have a unique s i t u a t i o n here. 

Assessing a penalty against a p r o r a t i o n u n i t might penalize 

the e x i s t i n g orthodox w e l l s . 

Q. A l l r i g h t . And t h a t case involved the same 

p a r t i e s as t h i s case involves — 

A. Yes. 

Q. — Conoco and Yates? 

A. Yeah, the p a r t i c u l a r case I'm d e a l i n g — I'm 

t a l k i n g about i s Case 10,519. We c a l l i t the Diamond case, 

because the w e l l was the Diamond Number 1. 

Q. I n t h a t p a r t i c u l a r case, Yates was again the 

proponent of an unorthodox l o c a t i o n ; i s t h a t not true? 

A. Yes, we were asking f o r an unorthodox l o c a t i o n . 

The opponent was Conoco. 

The d e c i s i o n — The request and the d e c i s i o n of 

the Commission was t h a t any penalty assessed was assessed 

against the i n i t i a l p o t e n t i a l of the w e l l . And t o — i n 

order t o be f a i r t o the w e l l — and I b e l i e v e t h a t ' s the 

case — t h a t what would need t o be done i n t h i s case t o 

avoid p e n a l i z i n g e x i s t i n g w e l l s t h a t are orthodox, t h a t i f 

t h e r e were a penalty, i t would be assessed against the 
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i n i t i a l p o t e n t i a l of the w e l l and — you know, as witnessed 

by the State. 

Q. As I understand your testimony, then, t h a t 

procedure of assessing whatever penalty i s chosen, 

assessing against the i n i t i a l p o t e n t i a l of j u s t the 

o f f e n d i n g w e l l — 

A. Yes, s i r . 

Q. — the unorthodox w e l l , t h a t was what was 

suggested by Conoco a t t h i s hearing t h a t you have j u s t 

described f o r us? 

A. Yes, s i r , t h a t i s — 

Q. And t h a t was — Excuse me, I d i d n ' t mean t o cut 

you o f f . 

A. Oh, no, t h a t ' s — You know, I j u s t answered i t . 

Q. And t h a t was what p o s i t i o n was adopted by the 

Di v i s i o n ? 

A. Yes, s i r , t h a t was the p o s i t i o n . 

Q. I n your opinion, then, do you f e e l t h a t t h a t i s 

the appropriate way t o handle t h i s s i t u a t i o n ? 

A. I f a penalty i s assessed t h a t would be the 

appr o p r i a t e method of assessing i t . 

Q. To make the record abundantly c l e a r , Yates i s not 

asking f o r a penalty, are they? 

A. No, s i r , we are not asking f o r a pen a l t y . 

Q. And why do you f e e l t h a t the Commission should a t 
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l e a s t consider not invoking a penalty i n t h i s case? 

A. P r i m a r i l y , we are — we are being f o r c e d i n t o 

t h i s by the Bureau of Land Management. This i s not our 

choice, t o move t o t h i s l o c a t i o n . I t i s being f o r c e d upon 

us. 

Secondly, as i t i s being forced upon us, i t does 

increase our r i s k . 

And t h i r d l y , you now, b a s i c a l l y i t i s being 

developed on 40-acre t r a c t s . I mean, the — The f i e l d i s 

being developed on 40-acre t r a c t s . And under 40-acre 

spacing, t h i s would not be an unorthodox l o c a t i o n . 

Q. Now, Mr. Fant, do you have any other comments 

t h a t you would l i k e t o make w i t h respect t o your E x h i b i t s 

19 through 23? 

A. Well, I do have one j u s t small comment on 19 t h a t 

I f o r g o t t o mention, and I apologize. 

When d r i l l i n g a w e l l , there i s a small amount of 

d e v i a t i o n t h a t n a t u r a l l y occurs. We cannot d r i l l a 

p e r f e c t l y s t r a i g h t w e l l . 

And although t h i s i s not a deviated hole, there's 

— You know, w i t h i n the r u l e s prescribed by the OCD and 

also overseen by the BLM i n c e r t a i n instances, we monitor 

the d e v i a t i o n of w e l l s . 

The b i t n a t u r a l l y has a tendency t o walk i n a 

s p e c i f i c d i r e c t i o n . What I mean "walk", d e v i a t e i n a 
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c e r t a i n d i r e c t i o n . 

What l i t t l e d e v i a t i o n would occur i n t h i s w e l l by 

n a t u r a l f o r c e s , would occur u p s t r u c t u r e , up the s t r u c t u r e 

of the r e g i o n a l s t r u c t u r e . And the r e g i o n a l s t r u c t u r e dips 

t o the southeast i n t h i s area, so the b i t would n a t u r a l l y 

walk t o the northwest, back towards our l o c a t i o n . 

Q. Our orthodox location? 

A. Back towards the orthodox l o c a t i o n , back towards 

our acreage, away from the o f f s e t acreage i n t h i s 

p a r t i c u l a r instance. That's simply a f a c t of d r i l l i n g . 

Q. Anything else t h a t you'd l i k e t o share? 

A. No, s i r . 

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

admission a t t h i s time of E x h i b i t s 19 through 23. 

EXAMINER CATANACH: E x h i b i t s 19 through 23 w i l l 

be admitted as evidence. 

MR. ERNEST CARROLL: And I would pass the 

witness. 

CROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Fant, i f the wellbore i s going t o d r i f t 

n a t u r a l l y t o the n o r t h or northwest, have you examined what 

the p r a c t i c a l i t y i s of going ahead and i n t e n t i o n a l l y 

d e v i a t i n g t h i s wellbore so t h a t i t ' s a t a standard 

bottomhole l o c a t i o n i n the Cisco formation? 
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A. We looked a t the p r a c t i c a l i t i e s of i t . There are 

two components t o t h a t . 

One i s the consid e r a t i o n of the a b i l i t y t o d r i l l 

and the a d d i t i o n a l costs associated w i t h d r i l l i n g i t . 25-

t o 50-percent increase i n d e v i a t i o n — You can't put a 

s p e c i f i c number on i t , simply because i t ' s not — i t ' s — 

t h e r e are problems t h a t you could get i n t o when d e v i a t i n g a 

w e l l . Your — The v a r i a b l e s go up g r e a t l y . 

The second component i s operating costs. 

I n i t i a l l y , these w e l l s s t a r t o f f on submersible pump, and 

honestly, t h a t ' s not a problem w i t h d e v i a t i o n . But as they 

deplete, t h a t i s moved from submersible pump t o an 

a r t i f i c i a l l i f t method of rod-pumping. 

Rod-pumping i n deviated w e l l s i s approximately 

double the cost, and so we would have waste o c c u r r i n g . We 

looked a t t h a t , and i t was not j u s t i f i a b l e from the expense 

standpoint. 

Q. As a petroleum engineer, when you look a t cost 

components, you are comparing them by l o o k i n g a t 

hydrocarbon recovery volumes, are you not, s i r ? 

A. They must be compared against t h a t , yes, s i r . 

Q. And what i s your assessment of the o i l i n place 

t h a t i s t o be produced by the encroaching w e l l ? 

A. The o i l i n place a t Dagger Draw, I am not going 

t o make a guesstimate of t h a t . Nobody has been able t o 
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n a i l o i l i n place i n Dagger Draw, t o my knowledge. 

Q. A l l r i g h t . You, s i r , have not attempted t o do 

o i l - i n - p l a c e f o r the southwest quarter of the section? 

A. Not o i l - i n - p l a c e c a l c u l a t i o n s , no, s i r . 

Q. A l l r i g h t . 

A. We do not have the t o o l s t o do t h a t . 

Q. Last time I saw you, Mr. Fant, you were making a 

r e s e r v o i r - s i m u l a t i o n p r e s e n t a t i o n t o the Commission. 

Have you attempted t o simulate t h i s p o r t i o n of 

the r e s e r v o i r t o see how these w e l l s would perform and how 

you could hypothecate a w e l l a t an unorthodox l o c a t i o n and 

what i t would do i n terms of competition w i t h the o f f s e t ? 

A. No, s i r , I haven't, f o r the primary reason t h a t 

t h e r e i s not enough i n f o r m a t i o n , g e o l o g i c a l l y speaking, 

about Dagger Draw. 

There's a wealth of i n f o r m a t i o n , but t o 

understand how the r e s e r v o i r produces o i l , water and gas, 

nobody has s p e c i f i c a l l y been able t o n a i l t h a t down as of 

y e t . 

And t o go i n and — The s p e c i f i c r e s e r v o i r 

s i m u l a t i o n you're speaking o f , i t was a gas - r e s e r v o i r 

s i m u l a t i o n , which i s an order-of-magnitude simpler p r o j e c t , 

simply because the analysis of gas w e l l s i s — you can 

engineer t h a t . I t ' s much, much simpler. The formulas are 

b e t t e r described than are the formulas d e a l i n g w i t h o i l 
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r e s e r v o i r s . They're much more complicated. 

And we don't have enough data t o be g e t t i n g down 

i n Dagger Draw and speaking about the comp e t i t i o n between 

two w e l l s a t t h i s p o i n t . We may be able t o i n the f u t u r e , 

but not r i g h t now. 

Q. Your o i l allowable i n North Dagger Draw — I n 

f a c t , t h i s i s a North Dagger Draw w e l l , i s i t not? 

A. Yes, s i r , i t i s . 

Q. Your o i l allowable i s based upon 160-acre 

spacing, and you get 700 b a r r e l s of o i l a day f o r t h i s 

spacing u n i t ? 

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

Q. And t h a t spacing-unit allowable i s shared among 

the producing w e l l s i n t h a t spacing u n i t a t the d i s c r e t i o n 

of the operator? 

A. I t i s shared amongst them, yes. 

Q. A l l r i g h t . Your suggestion t h a t i f the Examiner 

adopts a penalty, i t would be a w e l l - s p e c i f i c p e n a l t y , and 

t h a t i f he does adopt i t , i t be e s t a b l i s h e d against the 

i n i t i a l p o t e n t i a l of the encroaching w e l l — Do I 

understand t h a t c o r r e c t l y ? 

A. Yes, I be l i e v e t h a t ' s c o r r e c t . 

Q. What do you a n t i c i p a t e t o be the i n i t i a l 

p o t e n t i a l of the Aspden Number 2 well? 

A. Our estimates are around 500 t o 800 b a r r e l s of 
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o i l per day f o r the i n i t i a l p o t e n t i a l . 

Q. What was the i n i t i a l p o t e n t i a l on the Aspden 

Number 1 w e l l i n the southwest-southwest of the section? 

A. I'm not s p e c i f i c a l l y — I do not have t h a t 

p a r t i c u l a r i n f o r m a t i o n i n f r o n t of me, s i r . 

Q. What was the cu r r e n t r a t e on t h a t w e l l ? 

A. That w e l l — I have checked i t , as of A p r i l 4 t h , 

a l i t t l e b i t more updated w e l l , i t was producing 175 

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

Q. On the Boyd 2, which i s i n the northwest-

southwest of the s e c t i o n , t h a t ' s another w e l l i n the 

spacing u n i t ? 

A. Yes, s i r . 

Q. What's the i n i t i a l p o t e n t i a l , or was the i n i t i a l 

p o t e n t i a l on the Boyd 2 well? 

A. I do not have t h a t p a r t i c u l a r i n f o r m a t i o n . 

Q. What i s i t s c u r r e n t r a t e of production? 

A. I f I may be allowed t o look a t a p a r t i c u l a r — a 

produc t i o n r e p o r t , I can give you t h a t number. I do not 

have t h a t one on the top of my head. 

Q. A l l r i g h t , s i r , i f y o u ' l l look i t up f o r me. 

A. You want the Boyd — What number? 

Q. We're looking at the Boyd 2 at t h i s p o i n t . 

A. Okay. The Boyd 2, 208. 

Q. 208. And what's the date of t h a t information? 
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A. This i s also the — Oh, excuse me, l e t me get out 

t o A p r i l 4 t h . 201. 

Q. 2 01, and t h a t ' s a d a i l y r a t e on A p r i l 4th? 

A. That was the A p r i l 4th r a t e , yes, s i r , two 

hundred and — 

Q. That's not a d a i l y average of a monthly t o t a l ? 

A. No, t h a t was the r a t e on Tuesday, A p r i l 4 th. 

Q. A l l r i g h t . On the Boyd 4, then, which i s the 

other w e l l i n the spacing u n i t , what's i t s r a t e on A p r i l 

4 th? 

A. 112. 

Q. Do you have an i n i t i a l p o t e n t i a l on the Boyd 4? 

A. No, s i r . 

Q. Do you have a t a b u l a t i o n there i n f r o n t of you of 

a l l the production from those three w e l l s f o r the l i f e of 

those wells? 

A. No, s i r , I do not. 

Q. What were you l o o k i n g at? 

A. This i s a r e p o r t f o r — j u s t simply a p r o d u c t i o n 

r e p o r t from our o f f i c e f o r the week of — from Wednesday, 

March 29th, through Tuesday, A p r i l 4th. 

Q. Has Yates f i l e d the C-115 operator r e p o r t s f o r 

each of these three w e l l s w i t h the D i v i s i o n through the 

l a s t r e p o r t i n g p e r i o d required? 

A. I would — That i s not my — w i t h i n the bounds of 
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my r e s p o n s i b i l i t y , so I can't a t t e s t t o t h a t d i r e c t l y . 

Q. Would you be able — I s i t w i t h i n your jo b 

d e s c r i p t i o n and would you be able t o produce t o the 

Examiner i n d i v i d u a l production p l o t s f o r each of these 

t h r e e w e l l s showing water and o i l production? 

A. I f the Examiner so desired, I could. 

MR. KELLAHIN: We make t h a t request of the 

witness and of the Applicant, Mr. Examiner, t h a t t h a t 

i n f o r m a t i o n be provided and made a p a r t of the record. 

EXAMINER CATANACH: From what p e r i o d of time, Mr. 

Kell a h i n ? 

MR. KELLAHIN: From i n c e p t i o n of pro d u c t i o n of 

a l l t h r e e w e l l s t o the c u r r e n t date, t a b u l a t e d on a d a i l y 

or a monthly basis. 

MR. ERNEST CARROLL: What's the purpose? I don't 

know t h a t we have an o b j e c t i o n , but I'm wondering what 

relevance t h a t t h i s would have. What s i g n i f i c a n c e should 

the Examiner a t t e s t t o i t when we do f u r n i s h i t ? 

MR. KELLAHIN: Mr. Examiner, the relevance i s 

obvious. You have 160-acre spacing, and you have the 

challenge of t r y i n g t o f i g u r e out a penalty f o r an 

encroaching w e l l i n a spacing u n i t where t h e r e e x i s t t h r e e 

c u r r e n t producing w e l l s . 

And I t h i n k i t ' s e s s e n t i a l , i f you're going t o 

t r y t o undertake t h a t task, t o understand how much of the 
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700-barrels-a-day allowable has h i s t o r i c a l l y been used by 

t h i s w e l l — w e l l s — and how much i s a v a i l a b l e f o r any 

of f e n d i n g w e l l . 

EXAMINER CATANACH: I t h i n k i t ' s a p p r o p r i a t e , Mr. 

C a r r o l l . 

MR. ERNEST CARROLL: Mr. Examiner, we w i l l 

f u r n i s h t h a t w i t h i n a very short time, but I want — I 

would on the record object t o the use of i t as Mr. K e l l a h i n 

has i n d i c a t e d , because — and we f i n d — we would p o i n t out 

t o the Examiner t h a t the amount of production from these 

w e l l s i s i r r e l e v a n t t o the issue of penalty w i t h respect t o 

the o f f e n d i n g w e l l , because the other three w e l l s are 

orthodox, and I ' d j u s t l i k e t h a t noted i n the record. 

EXAMINER CATANACH: Okay. 

MR. ERNEST CARROLL: Mr. Fant, how long w i l l i t 

take you t o — So t h a t the Examiner w i l l know when t o 

expect t h a t , how long w i l l i t take you? 

THE WITNESS: This i s Friday. You know, a t best 

I can prepare them Monday and mail them. I assume t h a t ' s 

what we should do. I mean, I can have them prepared, you 

know, no l a t e r than Tuesday. 

MR. ERNEST CARROLL: Mr. Examiner, then we w i l l 

represent t o you t h a t Mr. Fant w i l l f u r n i s h these items t o 

me by Tuesday of next week, and I w i l l m a i l copies both t o 

you and Mr. K e l l a h i n . 
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EXAMINER CATANACH: Thank you, Mr. C a r r o l l . 

Q. (By Mr. Kel l a h i n ) Mr. Fant, i f I remember your 

conversations w i t h Mr. C a r r o l l , one of the t o p i c s you 

discussed i s the p r o x i m i t y of w e l l s one t o another w i t h i n 

Dagger Draw. And a t one p o i n t you were r e f e r e n c i n g the 

f a c t t h a t w e l l s can i n f a c t be d r i l l e d too close together 

i n t h i s pool. I s t h a t a c o r r e c t understanding of what you 

t o l d us? 

A. I be l i e v e t h a t t h a t could p o s s i b l y be the case. 

Q. A l l r i g h t . Have you made a r e s e r v o i r - e n g i n e e r i n g 

study t o determine i f any i n t e r f e r e n c e i s c u r r e n t l y 

e x i s t i n g among any of the three w e l l s t h a t you c u r r e n t l y 

operate i n the southwest quarter of the section? 

A. This i s Section 29. As a matter of f a c t , s i r , 

yes, I have examined these p a r t i c u l a r w e l l s f o r 

i n t e r f e r e n c e between them. 

Q. A l l r i g h t . Have you made a study i n the North 

Dagger Draw t o see whether or not w e l l s on standard 40-acre 

l o c a t i o n s w i t h i n a 160-acre spacing u n i t i n f a c t are 

showing i n t e r f e r e n c e among each other? 

A. I have made t h a t study, yes. I've made t h a t 

study i n t h i s — i n a small area surrounding these 

p a r t i c u l a r w e l l s . 

Q. How close would we have t o lo c a t e the Aspden 

Number 2 w e l l t o the Boyd 4 w e l l t o the n o r t h , before the 
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Aspden Number 2 well would interfere with the Boyd 4? 

A. The data does not provide f o r t h a t a n a l y s i s of 

how close you can get. The data simply says a t t h i s p o i n t 

t h a t the 40s, a t t h i s p o i n t , i n t h i s small area, the w e l l s 

d r i l l e d on 40 are not i n t e r f e r i n g w i t h each other. I t does 

not — You cannot e x t r a p o l a t e from t h a t how close you can 

go. 

Q. Could t h a t be a t t r i b u t a b l e t o the v i n t a g e of 

these w e l l s , i n s o f a r as they have not produced s u f f i c i e n t 

o i l p roduction from t h i s p o r t i o n of the r e s e r v o i r t o show a 

signa t u r e of i n t e r f e r e n c e , even though t h a t i n t e r f e r e n c e 

may already be occurring? 

A. That i s a c o n c e i v a b i l i t y . However, based upon 

the withdrawal r a t e s seen i n these w e l l s , i f i n t e r f e r e n c e 

i s going t o occur i t should occur f a i r l y q u i c k l y , and these 

w e l l s do not show i n t e r f e r e n c e a t t h i s time. 

Q. Are you suggesting t o the Examiner t h a t one 

s o l u t i o n would be t o carve out a nonstandard 4 0-acre 

spacing u n i t f o r the encroaching well? 

A. Absolutely not, s i r . I'm not saying t h a t a t a l l . 

Q. So you're advocating a penalty using a 160-acre 

acreage f a c t o r i n the c a l c u l a t i o n ? 

A. I am, yes. 

Q. And without regard t o what the other t h r e e 

c u r r e n t w e l l s are producing or are capable of producing? 

STEVEN T. BRENNER, CCR 
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A. The other w e l l s do not r e a l l y enter i n t o t h i s 

p a r t i c u l a r w e l l . They are a t standard p r o r a t i o n l o c a t i o n s . 

Q. And your precedent t h a t you're working w i t h i s 

what you and I know as t h a t Diamond case? 

A. Absolutely, yes, s i r . 

Q. A l l r i g h t . I n your research, d i d you f i n d any 

other example of a penalty t h a t you have used i n your work? 

A. Not where we were on the r e c e i v i n g end, no, s i r . 

Q. A l l r i g h t . The example you had was from Case 

10,519, was i t , s i r ? 

A. Yes, s i r . 

MR. KELLAHIN: Mr. Examiner, I show you a copy of 

Order R-9731, taken from Case 10,519, and l e t me hand 

copies t o the p a r t i c i p a n t s . 

Q. (By Mr. Ke l l a h i n ) The example t h a t you've used 

as your precedent, Mr. Fant, i s f o r the South Dagger Draw, 

i s i t not? 

A. Yes, s i r , i t ' s a d i f f e r e n t pool from a l e g a l 

standpoint, however from a r e s e r v o i r standpoint i t i s the 

same pool. 

Q. From a p r a c t i c a l standpoint, t h e r e were 

s i g n i f i c a n t d i f f e r e n c e s i n the Diamond case as t o our 

c u r r e n t example, are there not, Mr. Fant? 

A. Oh, yes. 

Q. A l l r i g h t . I n the South Dagger Draw Diamond 
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example, you were deal i n g w i t h a s i n g l e w e l l i n a 320-acre 

spacing u n i t wherein there e x i s t e d no p r i o r w e l l ; i s t h a t 

not true? 

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

Q. And the Diamond-well case was based upon the 

assumption by a l l the t e c h n i c a l witnesses t h a t t h a t was t o 

be a gas w e l l i n t h a t pool; i s t h a t not true? 

A. That's t r u e . 

Q. When you look a t the penalty f a c t o r you're 

proposing, am I c o r r e c t i n understanding t h a t you're 

suggesting t h a t the w e l l can move 50 percent too close t o 

the southern boundary, and yet be subject t o only a 13-

percent penalty? 

A. Yes, s i r . 

Q. I n your penalty, you have f a c t o r e d i n an east-

west dimension, have you not? 

A. That has been the h i s t o r i c a l — one of the 

h i s t o r i c a l precedents, yes, s i r . 

Q. Examiner Catanach, when he entered the order i n 

the Diamond case, used both a north-south dimension and an 

east-west dimension, d i d he not? 

A. I f you quote i t i n there as being, then t h a t 

would be the case, yes. 

Q. Yes, s i r . I f y o u ' l l t u r n t o page 3, i f y o u ' l l 

look a t order — Finding Paragraph 17, you w i l l see t h a t 
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the Yates w e l l i n the north-south dimension — 

A. Uh-huh. 

Q. — the standard l o c a t i o n being 660 and i t was 

360 — 

A. Uh-huh. 

Q. — so we put t h a t i n t o the formula? 

A. Yes, s i r . 

Q. And the east-west dimension was also unorthodox, 

was i t not? 

A. I n t h i s p a r t i c u l a r case, yes, s i r , i t was. 

Q. And t h a t i s not t r u e i n the c u r r e n t case before 

him, i s i t ? 

A. No, s i r . 

Q. And the e f f e c t of adding the east-west dimension 

as an a d d i t i o n a l f a c t o r simply d i l u t e s the p e n a l t y , doesn't 

i t ? 

A. No, s i r , t h a t ' s how we c a l c u l a t e the p e n a l t i e s . 

I don't do t h a t t o d i l u t e the p e n a l t i e s . That's how we 

c a l c u l a t e the p e n a l t i e s , and t h e r e f o r e — t h a t ' s how 

they're done. I mean, I j u s t took the way the r u l e s were 

done before and applied them. 

Q. What has been your experience i n the r e l a t i o n s h i p 

between the i n i t i a l p o t e n t i a l of an o i l w e l l i n North 

Dagger Draw and i t s subsequent producing a b i l i t y ? 

A. They de c l i n e . 
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Q. Dramatically so, do they not, s i r ? 

A. Some w e l l s do, some w e l l s do not. But yes, i t 

depends on the l i f t equipment i n place i n the w e l l and 

whether or not the w e l l flows. I t depends on how the 

p a r t i c u l a r w e l l i s produced. But they do d e c l i n e , yes, 

s i r . 

Q. Are you c u r r e n t l y pumping a l l t h r e e e x i s t i n g 

w e l l s i n the spacing u n i t ? 

A. Yes, s i r , we are — we are using a r t i f i c i a l l i f t . 

Q. As opposed t o rod and pump, are these submersible 

pumps? 

A. I cannot s p e c i f i c a l l y — I f I were t o look i n 

here I might be able t o t e l l you whether or not they are on 

submersible pump or whether or not they are on rod pump, 

but I cannot o f f the top of my head say. I don't deal i n 

the operations d i r e c t l y t o deal w i t h t h a t . 

Q. Do you know whether those w e l l s are being 

produced a t t h e i r capacity? 

A. I would have t o say yes, they are, since we are 

not producing the allowable. 

MR. KELLAHIN: No f u r t h e r questions, Mr. 

Examiner. Thank you. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Fant, are you able t o estimate the d r i f t t h a t 
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t h i s w e l l might encounter i n t h i s formation? 

A. I t ' s very — I would put i t t h a t the n a t u r a l 

tendency i s , i f you have a one-degree d e v i a t i o n going down 

on the w e l l , t h a t most of t h a t at the time i s spent i n what 

we c a l l the corkscrew e f f e c t . I t ' s a c t u a l l y c i r c l i n g about 

i t s e l f . 

I estimate i t t o be less than, you know, 20 t o 30 

f e e t , i n speaking w i t h our d r i l l i n g people, t h a t i f we ran 

a continuous gyro, t h a t i t would be q u i t e — i t would not 

be small, but i t would be — i t should be t o the n o r t h and 

west. So... 

Q. So i t ' s probably i n s i g n i f i c a n t f o r purposes of 

t h i s — 

A. Yes, s i r , t h a t i s a f a i r statement. 

Q. Okay. I j u s t wanted t o go over the p r o d u c t i o n 

f i g u r e s again. 

The Aspden Number 1, d i d you say the c u r r e n t r a t e 

was 180 b a r r e l s a day? 

A. The Aspden — 

Q. Aspden 1. 

A. I'm so r r y , I misspoke myself e a r l i e r . I p u l l e d , 

again, e a r l y i n the week. 

On the 4th of A p r i l , the Aspden Number 1 was 161 

b a r r e l s of o i l . 

Q. And the Boyd 2 was — ? 
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A. — was 201. 

Q. Okay. The Boyd 4 was 212? 

A. Let me see. Boyd 4 was 112. 

Q. 112. 

A. Just want t o make sure my numbers agree. Yes. 

Q. Mr. Fant, what determines i n t h i s pool how 

d r a m a t i c a l l y a w e l l — how d r a m a t i c a l l y the pr o d u c t i o n 

decreases from IP? 

A. I t ' s c o n t r o l l e d by r e s e r v o i r q u a l i t y . I f you — 

You know, the thickness of the column, the p e r m e a b i l i t y , 

p o r o s i t y , yeah, t h a t ' s b a s i c a l l y incorporated i n r e s e r v o i r 

q u a l i t y , and s p e c i f i c a l l y the l i f t equipment. 

But i t ' s d r i v e n by — simply by the r e s e r v o i r . 

Whatever the r e s e r v o i r can d e l i v e r , i t ' s going t o d e c l i n e 

from t h e r e . I f you put a w e l l on at the maximum p o s s i b l e 

r a t e t h a t the w e l l i s producing, i t w i l l — i t , by 

d e f i n i t i o n , must go on dec l i n e . I mean, t h a t ' s j u s t 

physics. And — 

Q. I s i t then conceivable t h a t i f you apply a 

pen a l t y t o the IP, t h a t assuming t h a t you have a dramatic 

decrease i n production from the w e l l , t h a t the p e n a l t y 

would be d i l u t e d ? 

A. That pos s i b l y could happen, yes, s i r . 

Q. Even on a n a t u r a l d e c l i n e over time, the penalty 

would be d i l u t e d i f you apply the penalty t o the IP; i s 

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 

89 

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

A. Yes, s i r . 

Q. The — I j u s t wanted t o ask you about — The area 

f a c t o r t h a t you've shown i n your c a l c u l a t i o n s i s what? 

A. You're t a l k i n g i n the t h r e e - f a c t o r penalty? 

Q. The t h r e e - f a c t o r penalty, the area f a c t o r . 

A. Okay, t h a t i s the — when you look a t the — I f 

you look a t E x h i b i t 1, as you move the c i r c l e south — I f 

you had two c i r c l e s s i t t i n g r i g h t on top of each other, the 

l i n e s would be p e r f e c t l y concentric, and they would l i e on 

top of each other. 

As you move the area south, as you move t h a t one 

c i r c l e south, 330 f e e t , there's a p o r t i o n of the southern 

c i r c l e t h a t l i e s outside of the 160-acre c i r c l e a t an 

orthodox l o c a t i o n , and t h a t ' s , as I understand i t , the 

encroachment. That's the amount of area t h a t i s encroached 

upon southward, and t h a t i s the t o t a l gray area on t h i s 

p a r t i c u l a r p l a t . 

And i f you take the area of t h a t t o t a l gray area 

and d i v i d e i t by the t o t a l area of the c i r c l e , t h a t ' s the 

percentage of t h a t t h a t has encroached south, over an 

orthodox l o c a t i o n . 

Q. So b a s i c a l l y t h a t ' s the drainage-area 

encroachment? 

A. Yes, yes. When I s p e c i f i c a l l y c a l c u l a t e the 
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drainage-area penalty, I specifically look at the amount of 

encroachment t h a t occurs south of the s e c t i o n l i n e , and 

t h a t would be the light-shaded area, as i t s r a t i o t o the 

whole 160-acre c i r c l e , and t h a t drops t h a t down j u s t a 

l i t t l e b i t . 

As you can see, the area- f a c t o r penalty i s 14 

percent on 160 acres and 13 percent on — when you're 

d e a l i n g w i t h the drainage-area penalty, s p e c i f i c a l l y 

l o o k i n g a t t h a t . 

But t h a t ' s what we're lo o k i n g a t here, i s 

drainage. That's the only t h i n g t h a t can s p e c i f i c a l l y deal 

w i t h i t , i s the drainage area, i n my opi n i o n . 

Q. Mr. Fant, t h i s w e l l w i l l not d r a i n 160 acres; i s 

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

A. I do not b e l i e v e so, s i r , and I t h i n k t h e r e has 

been testimony i n previous cases t h a t were entered f o r 

a l l o w i n g f o r the d r i l l i n g of the e x t r a w e l l s on the 

p r o r a t i o n u n i t t h a t would support t h a t . 

Q. Would i t be more appropriate, then, t o u t i l i z e 

the 40-acre drainage penalty? 

A. Again, I f e e l t h a t i f we went t o the 40-acre 

drainage penalty, we would be t a l k i n g — we would 

e s s e n t i a l l y , de f a c t o , be t a l k i n g about 40-acre p r o r a t i o n , 

i n which case there should be — I f t h a t ' s what we were 

t a l k i n g about, t h i s should not have any pena l t y , simply 
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because i t would be orthodox under those s i t u a t i o n s . 

That's the dilemma t h a t I've been faced w i t h , and 

I don't f e e l t h a t t h a t would be f a i r e i t h e r . 

EXAMINER CATANACH: I have nothing f u r t h e r , Mr. 

C a r r o l l . 

MR. ERNEST CARROLL: I have j u s t a couple of 

questions, Mr. Catanach. 

REDIRECT EXAMINATION 

BY MR. ERNEST CARROLL: 

Q. F i r s t of a l l , Mr. Fant — and I apologize, these 

were — lo o k i n g over my notes. 

Let me ask you, i n your op i n i o n , would the 

approval of t h i s proposed unorthodox l o c a t i o n a f f o r d Yates 

the o p p o r t u n i t y t o produce the o i l and gas t h a t u n d e r l i e s 

i t s acreage i n the southwest quarter of Section 29? 

A. Yes, s i r , i t would a f f o r d us t o do t h a t . 

Q. I n your opinion, would the approval of t h i s 

A p p l i c a t i o n be i n the i n t e r e s t s of preventing waste and 

promote the c o r r e l a t i v e r i g h t s of Yates Petroleum? 

A. Yes, s i r , i t would. 

Q. Now, my l a s t question deals w i t h — and I d i r e c t 

your a t t e n t i o n back t o the questioning t h a t Mr. K e l l a h i n 

d i d i n r e l a t i o n t o Finding Number 17 of the Order i n the 

Diamond case, i f you would p u l l t h a t out a moment. 

A. Okay. 
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Q. I f you w i l l remember, Mr. K e l l a h i n p o i n t e d out 

the f a c t t h a t a t l e a s t i n the Diamond case, t h e r e was a 

d e v i a t i o n from — or an unorthodox p o s i t i o n i n g not only as 

t o the north-south, but as t o the east-west. Do you r e c a l l 

t h a t ? 

A. Yes, s i r , uh-huh. 

Q. And i n t h i s p a r t i c u l a r case, now before the 

Examiner, i t i s only unorthodox i n one, and t h a t would be 

i n the north-south? 

A. Yes, s i r . 

Q. Now, l e t me propose t o you — and I ' d ask f o r 

your o p i n i o n — i f i t i s suggested by Mr. K e l l a h i n and 

Conoco t h a t instead of using the f a c t o r of 3 as a 

denominator and t o d i v i d e i n t o t h i s averaging process, 

l e t ' s suppose t h a t i t ' s advocated t h a t you use j u s t the 

number 2. 

A. Uh-huh. 

Q. That would change the percentage of p e n a l t y 

f a c t o r , would i t not? 

A. Yes. 

Q. Do you f e e l t h a t t h a t would be f a i r , though? And 

you might want t o describe i n your answer how i t would 

a f f e c t i t and what you f e e l i s wrong w i t h t h a t . 

A. Well, changing t h a t number from 3 t o 2 i n the 

denominator would increase the penalty by 50 percent. I 

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 

93 

mean, t h a t ' s j u s t s t r a i g h t math. 

The problem there would be t h a t — I t ' s q u i t e 

simple. I f we made i t 659 f e e t from the east l i n e , move 

one f o o t east from th e r e , then t h a t would — then we would 

b r i n g t h a t f a c t o r i n t o i t . I t would be such a small number 

t h a t i t would be i r r e l e v a n t . And they've already suggested 

t h a t we t r y t o move i t t h a t way, which would b r i n g the 

th r e e f a c t o r s i n t o i t anyway. 

You know, the three f a c t o r s have h i s t o r i c a l l y 

been used, and t h a t ' s — Because we are not moving 

unorthodox i n t h a t d i r e c t i o n , we should not be penalized 

because we are not moving unorthodox i n t h a t d i r e c t i o n . 

You know, we choose t o move the l e a s t amount of 

distance from the orthodox l o c a t i o n , which i s i n the 

i n t e r e s t of prevention of waste f o r t h i s p a r t i c u l a r area, 

and p r o t e c t i o n — and we're t r y i n g not t o v i o l a t e more 

c o r r e l a t i v e r i g h t s , and we don't f e e l t h a t we're v i o l a t i n g 

them now anyway. But moving i t more j u s t would — might 

begin t o create a problem. 

Q. Then I take i t i t i s your opini o n t h a t t o adopt a 

method of c a l c u l a t i o n j u s t u t i l i z i n g the 2 as the 

denominator, would be not only wasteful but damaging t o the 

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

A. Absolutely. 

MR. ERNEST CARROLL: Mr. Examiner, I have nothing 
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f u r t h e r . 

EXAMINER CATANACH: The witness may be excused. 

THE WITNESS: Thank you. 

EXAMINER CATANACH: Let's take a s h o r t break here 

and l e t Mr. K e l l a h i n get ready. 

MR. KELLAHIN: A l l r i g h t , s i r . Thank you. 

(Thereupon, a recess was taken a t 10:10 a.m.) 

(The f o l l o w i n g proceedings had a t 10:25 a.m.) 

EXAMINER CATANACH: Okay, Tom, t u r n i t over t o 

you. 

MR. KELLAHIN: C a l l a t t h i s time Mr. B i l l Hardie, 

Mr. Examiner. 

Mr. Examiner, I have d i s t r i b u t e d a l l of Conoco's 

e x h i b i t s , and you have Mr. Hardie's set before you. 

BILL HARDIE. 

the witness h e r e i n , a f t e r having been f i r s t d uly 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. KELLAHIN: 

Q. Mr. Hardie, f o r the record would you please s t a t e 

your name and occupation? 

A. My name i s B i l l Hardie. I'm a g e o l o g i s t w i t h 

Conoco, Incorporated, i n Midland, Texas. 

Q. On p r i o r occasions, Mr. Hardie, have you 

t e s t i f i e d before t h i s agency as an expert i n the area of 
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petroleum geology? 

A. Yes, I have. 

Q. Summarize the extent of your personal involvement 

as a g e o l o g i s t f o r your company w i t h regards t o pro d u c t i o n 

and w e l l matters w i t h i n the Dagger Draw r e s e r v o i r s and 

pools. 

A. I am the only g e o l o g i s t assigned t o the Dagger 

Draw r e s e r v o i r , Conoco-operated p r o p e r t i e s . I've been 

working i n t h i s f i e l d f o r approximately f i v e years, and I 

work i n a team w i t h another r e s e r v o i r engineer and another 

p r o d u c t i o n engineer. 

Q. Can you estimate f o r us the number of s p e c i f i c 

w e l l s t h a t you have been involved i n as a petroleum 

g e o l o g i s t f o r your company w i t h i n these various Dagger Draw 

r e s e r v o i r s ? 

A. I would estimate approximately 45. 

Q. When Conoco began t o consider what t o do about 

Yates' request f o r t h i s encroaching w e l l , i n whose geologic 

area of r e s p o n s i b i l i t y d i d t h i s problem l i e ? 

A. I t was i n my area of r e s p o n s i b i l i t y . 

Q. I n t h i s p a r t i c u l a r area, d i d Conoco already have 

geologic i n t e r p r e t a t i o n s and maps t h a t you had p r e v i o u s l y 

developed f o r your company? 

A. Yes. 

Q. I s your company co n t i n u i n g t o pursue the 
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pro d u c t i o n and d r i l l i n g of a d d i t i o n a l North Dagger Draw 

w e l l s i n t h i s very v i c i n i t y ? 

A. Yes, we are. 

Q. I n response t o Yates 1 a p p l i c a t i o n , have you r e ­

examined your geologic information? 

A. Yes, I have. 

Q. I n a d d i t i o n , have you made a surface i n s p e c t i o n 

of t h i s p a r t i c u l a r area i n Section 29, where Yates proposes 

t o l o c a t e the well? 

A. Yes, I have. 

Q. Have you made a search of i n f o r m a t i o n concerning 

topographic maps, USGS quadrangle maps, by which t o compare 

your observations of the surface w i t h recorded maps of the 

surface? 

A. Yes, I have. 

Q. Were you present today t o see Mr. Brent May•s 

geologic presentation? 

A. Yes, I was. 

Q. Have you had conversations w i t h Yates and t h e i r 

r e p r e s e n t a t i v e s about t h i s p a r t i c u l a r well? 

A. I t h i n k my only conversations have been w i t h 

Brent May. 

Q. Have you caused a search t o be made of the 

records of the BLM concerning the surface approvals and 

inspe c t i o n s conducted by Barry Hunt when he and the Yates 
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r e p r e s e n t a t i v e went out on the f i e l d of t h i s property? 

A. Yes, I have. 

MR. KELLAHIN: At t h i s p o i n t , Mr. Examiner, we 

tender Mr. Hardie as an expert i n the f i e l d of petroleum 

geology. 

EXAMINER CATANACH: Mr. Hardie i s so q u a l i f i e d . 

Q. (By Mr. Ke l l a h i n ) Mr. Hardie, l e t me d i r e c t your 

a t t e n t i o n , s i r , t o E x h i b i t Number 1. 

Before we t a l k about s p e c i f i c s , give us a general 

understanding of how you have displayed t h i s i n f o r m a t i o n 

and the s i g n i f i c a n c e of the w e l l symbols and the c o l o r 

coding. 

A. Okay, the — This i s simply a base map of the 

North Dagger Draw area. The col o r coding on here, the 

s o l i d yellow shading i n d i c a t e s t h a t Conoco operates the 

acreage. I f i t ' s cross-hatched yellow, i t i n d i c a t e s t h a t 

we have a working i n t e r e s t i n t h a t acreage but do not 

ne c e s s a r i l y operate i t . 

Well symbols — The s o l i d black c i r c l e s i n d i c a t e 

producing o i l w e l l s from the Cisco/Canyon r e s e r v o i r . 

The s o l i d red c i r c l e s are simply those producing 

o i l w e l l s which have been d r i l l e d w i t h i n the l a s t couple of 

months, so you can get an idea as t o where the c u r r e n t 

a c t i v i t y i s i n terms of development. 

And then the open red c i r c l e s are proposed w e l l 
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l o c a t i o n s , i n c l u d i n g the one t h a t I've la b e l e d as a 

proposed unorthodox w e l l , Yates' Aspden Number 2, which i s 

loca t e d 330 f e e t from the south l i n e , 1980 from the west 

l i n e i n Section 29. 

Q. Since you prepared t h i s base map, one of these 

c i r c l e s needs t o be shaded i n , does i t not, when you look 

a t the Boyd 6 well? 

A. Well, I don't t h i n k i t ' s a c t u a l l y completed y e t . 

Q. I t ' s a d r i l l i n g w e l l , and — 

A. I t ' s d r i l l i n g . 

Q. — and so u n t i l i t ' s a completed w e l l , you would 

leave i t as an open c i r c l e ? 

A. Right. 

Q. When we look a t the o f f s e t p r o p e r t i e s t h a t Conoco 

operates i n the n o r t h h a l f of 32, describe f o r us what 

w e l l s you c u r r e n t l y have producing. 

A. There's only one producing w e l l c u r r e n t l y i n the 

no r t h h a l f of Section 32, and t h a t ' s the Joyce Federal 

Number 1, and i t ' s shown by the red c i r c l e . I t was 

completed approximately a month and a h a l f ago. 

Q. What are Conoco's plans, as you understand them, 

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

f o r t h i s spacing u n i t ? 

A. For the spacing u n i t which comprises the 

northwest quarter of Section 32, we have staked two 

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 

99 

a d d i t i o n a l w e l l s , the Joyce Fed Number 2 and the Joyce 

State Number 3, and those w e l l s are i n the 1995 budget t o 

be d r i l l e d t h i s year. 

Q. When we look over i n the northwest q u a r t e r of 32, 

there's a w e l l l o c a t i o n f o r the Savannah State 1 well? 

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

Q. What i s the status of that? 

A. Again, t h a t i s a proposed l o c a t i o n . I n t h a t case 

— We t a l k e d about t h a t one yesterday. I t ' s a Morrow w e l l 

t h a t i s again i n Conoco's 1995 budget t o be d r i l l e d t h i s 

year. 

Q. Have you t e s t i f i e d before t h i s Examiner on p r i o r 

occasions concerning requests by other operators i n North 

Dagger Draw t o locat e North Dagger Draw o i l w e l l s c l o s e r t o 

the outer boundaries of the spacing u n i t than the 660 

lo c a t i o n ? 

A. I'm c u r r e n t l y aware of only one example. 

Q. And d i d you t e s t i f y i n t h a t case? 

A. Yes. 

Q. And where would we f i n d the area i n which you 

provided testimony concerning t h a t issue? 

A. I f I'm not mistaken, t h a t ' s — we're t a l k i n g 

about a Nearburg a p p l i c a t i o n f o r an unorthodox Cisco w e l l . 

That would have been i n the northwest corner of Section 31, 

which i s j u s t west of where we're t a l k i n g here. 
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Q. I f you look i n the northwest q u a r t e r of 31, i s 

t h a t spacing u n i t — 

A. Yes, the proposed w e l l , I t h i n k , was the Dagger 

31 Number 5, and they wanted t o — I don * t remember the 

exact dimensions, but they wanted t o encroach t o the n o r t h 

and east and were applying t o do so. 

Q. And you t e s t i f i e d i n t h a t case? 

A. Yes. 

Q. A l l r i g h t , s i r . Let's t u r n now t o what i s marked 

as E x h i b i t Number 2. 

Before you discuss the overlay, l e t ' s f l i p the 

overlay out of the way and look a t the base map. Would you 

au t h e n t i c a t e f o r us the source of the base map? 

A. This i s a c t u a l l y an a e r i a l photograph t h a t was 

taken i n e a r l y — e i t h e r l a t e 1989 or e a r l y 1990, by John 

West Engineering, f o r the purpose of s t a k i n g l o c a t i o n s i n 

Dagger Draw f o r Conoco. 

Q. Have you found t h a t a e r i a l photography t o be 

accurate and r e l i a b l e when you go upon the surface of the 

area depicted? 

A. Yes, I have. 

Q. And but f o r the recent w e l l d r i l l i n g and the 

disturbance of the surface f o r the a d d i t i o n a l w e l l s 

subsequent t o the t a k i n g of t h i s photograph, i s a l l the 

other i n f o r m a t i o n shown on the base d i s p l a y t r u e and 
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accurate, t o the best of your knowledge? 

A. Yes, i t i s . 

Q. What are we looking a t when we look a t the 

photograph? 

A. The photograph i s centered around the — I guess 

the southwest quarter of Section 29, and of course you can 

see through the middle of i t . 

The Seven Rivers draw which i s i n d i c a t e d by the 

w h i t e r c o l o r s i n the t e x t u r e , t h a t would be the a c t u a l 

g r a v e l surface of the main channel of the Seven Rivers 

draw. 

And w i t h i n t h a t , i f you were t o l a y the 

transparency, the transparency i t s e l f i s simply a copy of 

the USGS 7-1/2-minute surface topographic map. On t h a t I 

have added the orthodox Cisco l o c a t i o n windows i n the green 

shading. I've also shown the o u t l i n e of the p r o r a t i o n u n i t 

boundary w i t h the dashed black l i n e . 

Q. There i s a brown contour l i n e — I'm a l i t t l e 

c o l o r b l i n d , y o u ' l l have t o t e l l me. The orange or the 

brown contour l i n e on the overlay — 

A. Yes. 

Q. — what does t h a t represent? 

A. Those are simply the surface contours o f f of t h a t 

surface topographic map. I'm not — The values d i d n ' t 

a c t u a l l y get p r i n t e d up as t o what the e l e v a t i o n s represent. 
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Q. You prepared t h i s composition? 

A. Yes, I d i d . 

Q. What i s the purpose of the black dots w i t h i n the 

hached area? 

A. Yeah, those are the e x i s t i n g w e l l s t h a t l i e 

w i t h i n t h a t southwest quarter s e c t i o n . 

Q. A l l r i g h t . And what do the green squares 

represent? 

A. Those are the orthodox Cisco l o c a t i o n windows. 

Q. To the best of your a b i l i t y , have you attempted 

t o a c c u r a t e l y d e p i c t the w e l l l o c a t i o n s and the standard 

w e l l l o c a t i o n s f o r o i l w e l l s i n the North Dagger Draw as 

shown on t h i s display? 

A. Yes, t h a t was done by measuring these o f f on the 

surface topographic map. And then t h a t map was then 

enlarged t o match the scale of the a e r i a l photograph. 

There are some d i s t o r t i o n s which occur i n t h a t 

enlargement, which may cause t h i n g s t o be o f f s l i g h t l y , but 

not by much a t a l l . 

Q. I f you see a p o i n t i n the p r e s e n t a t i o n where a 

d i s t o r t i o n i s m a t e r i a l , i f y o u ' l l i d e n t i f y i t f o r us so 

t h a t w e ' l l understand the s i g n i f i c a n c e of any d i s t o r t i o n . 

A. Yeah, I t h i n k the most r e l e v a n t one would be the 

w e l l spot t h a t ' s i n the northwestern quarter of t h i s 

southwestern Section 29. I be l i e v e i t ' s the — That would 
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be the Boyd Number 2 w e l l , which appears on t h i s map t o be 

i n the middle of the draw, and I f e e l t h a t ' s probably due 

t o a d i s t o r t i o n . 

I t h i n k , i n f a c t , t h a t w e l l i s located r i g h t on 

the very bank of the draw. So moving i t over a s l i g h t 

amount would put t h a t w e l l on the bank. 

Q. When you look a t the red arrow, what i s t h a t 

intended t o represent? 

A. The red arrow p o i n t s t o the l o c a t i o n of the 

proposed unorthodox Aspden Number 2 w e l l , and the red 

c i r c l e i t s e l f i s the staked w e l l l o c a t i o n . 

Q. As p a r t of your preparation f o r t h i s case, d i d 

you o b t a i n from the Bureau of Land Management copies of 

t h e i r p u b l i c record documents t h a t d e a l t w i t h t h e i r surface 

i n s p e c t i o n f o r the Yates proposed well? 

A. Yes, I d i d . 

Q. Let me ask you t o t u r n i n your set of documents, 

and l e t ' s look a t Conoco proposed E x h i b i t 10. 

I s t h i s a t r u e and c o r r e c t copy of Mr. Barry 

Hunt's r e p o r t i n the f i l e s taken from the BLM records 

concerning t h e i r i n s p e c t i o n of the surface f o r the Yates 

proposed well? 

A. Yes, i t i s . 

Q. And have you read the i n f o r m a t i o n contained i n 

Mr. Hunt's r e p o r t and summary? 
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A. Yes, I have. 

Q. I f y o u ' l l t u r n w i t h me t o the second page of the 

summary and look t o the very top paragraph, Mr. Hunt i n h i s 

r e p o r t suggests a l t e r n a t i v e s i t i n g f o r the well? 

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

Q. Have you also looked a t the surface i n terms of 

determining where t h i s w e l l could be located and be outside 

of the Seven Rivers draw e f f e c t s ? 

A. Yes, I have. 

Q. Let's t u r n now t o E x h i b i t Number 11, Mr. Hardie. 

Was t h i s document also taken from the BLM p u b l i c f i l e s t h a t 

contains r e p o r t s of w e l l s i t e e v a l u a t i o n f i e l d forms 

prepared by Mr. Hunt and contained i n those p u b l i c records? 

A. Yes. 

Q. Describe f o r us your understanding of E x h i b i t 

Number 11 i n terms of the decisions or recommendations Mr. 

Hunt was operating w i t h regards t o s i t i n g the w e l l . 

A. This form i s t y p i c a l l y the one t h a t ' s used when 

you evaluate a proposed l o c a t i o n . That proposed l o c a t i o n 

i s l i s t e d on the second l i n e , w i t h a footage of 660 from 

the south, 1980 from the west l i n e . That would have been 

the standard l o c a t i o n . 

Q. I s there a date on the form t o show when Mr. Hunt 

made h i s i n s p e c t i o n of the surface? 

A. Yes, i t ' s December 19th of 1994. 
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Q. And the l o c a t i o n he's i n s p e c t i n g i s the 660-1980 

lo c a t i o n ? 

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

Q. I n terms of e v a l u a t i o n , what e v a l u a t i o n d i d Mr. 

Hunt set f o r t h on t h i s form concerning the l o c a t i o n s ? 

A. He makes a couple of comments i n the d e s c r i p t i o n 

and topography s e c t i o n . I t ' s a couple of l i n e s from the 

top t h a t the l o c a t i o n i s i n f a c t i n the bottom of Seven 

Rivers Draw. 

He describes t h a t , and then a t the very bottom of 

the page, under h i s e v a l u a t i o n , he suggests two 

a l t e r n a t i v e s t o moving t h a t . One would be t o move 330 f e e t 

south from the standard l o c a t i o n , or at l e a s t 500 f e e t 

n o r t h from t h a t standard l o c a t i o n . 

Q. Let's go back and examine the overlay t o your 

E x h i b i t 2 now and f i n d v i s u a l l y , using t h i s i l l u s t r a t i o n , 

where those p o i n t s are. 

I f we s t a r t w i t h the f i r s t l o c a t i o n , which — the 

requested 660 by 1980 l o c a t i o n — 

A. That would be — We're looking now a t the overlay 

and the green window which i s i n the southeastern p a r t of 

t h i s p r o r a t i o n u n i t , t h a t f i r s t spot, the f i r s t one 

proposed, would be i n the southeasternmost corner of t h a t 

orthodox Cisco window. And as you can see on t h a t , i t l i e s 

d i r e c t l y i n the middle of the draw. 
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The draw i s depicted on the topographic map by 

the blue dashed l i n e . And then of course on the a e r i a l 

photograph, the main channel of the draw shows up as the 

white l i n e a r area. 

Q. Using t h i s i l l u s t r a t i o n i n E x h i b i t 2 t o 

approximate f o r us, based upon your personal observations, 

how f a r south do we have t o go t o get t o the top of the 

draw? 

A. Just an approximation, knowing t h a t the scale of 

t h i s photograph i s about an inch equals 400 f e e t , I ' d say 

approximately 150 f e e t , maybe les s , t o get out of the 

draw — 

Q. There appears t o be a — 

A. — and up onto the bank. 

Q. There appears t o be some k i n d of roadway — 

A. Yes. 

Q. — running along the south edge of Seven Rivers 

draw. Do you see that? 

A. Yes, I do. That's — 

Q. What i s tha t ? 

A. That's simply a v e h i c l e t r a i l t h a t runs along 

t h a t escarpment on the cut bank of t h a t draw. 

Q. I s the v e h i c l e t r a i l above the Seven Rivers draw? 

A. Yes, i t i s . 

Q. How f a r — When we look a t the proposed 
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unorthodox w e l l l o c a t i o n , approximately how f a r i s t h a t 

l o c a t i o n south of the south edge of the draw? 

A. I would estimate approximately 2 00 f e e t . 

Q. A l l r i g h t , s i r . Let's look a t the other p o i n t . 

Mr. Hunt, on E x h i b i t 11, says an a l t e r n a t i v e l o c a t i o n i s a t 

l e a s t 500 f e e t n o r t h of h i s o r i g i n a l i n s p e c t i o n l o c a t i o n of 

660 times 1980. 

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

Q. Do you see t h a t ? 

A. Yes. 

Q. The side boundary dimension of a standard 

d r i l l i n g window, as you've displayed i t , i s what? 410 

f e e t ? 

A. As I've displayed i t here, the side boundary of 

an orthodox Cisco window would be 330 f e e t . 

Q. 330 f e e t , as you've displayed i t here? 

A. Yes. 

Q. A l l r i g h t , s i r . Approximate f o r us how f a r we 

would have t o go n o r t h of the o r i g i n a l standard l o c a t i o n t o 

be 500 f e e t n o r t h . 

A. I i n t e r p r e t what he's saying here as — moving 

500 f e e t n o r t h , he's t a l k i n g about moving 500 f e e t n o r t h 

from the 660-1980 spot. 

Q. A l l r i g h t , s i r . 

A. So you'd move 330 f e e t t o get t o the top of the 
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window, and then an a d d i t i o n a l 170 f e e t n o r t h of t h a t 

window t o reach 500 f e e t , so t h a t i f you were 500 f e e t 

n o r t h of t h a t spot, you would be 170 f e e t o u t s i d e of t h a t 

Cisco window. 

Q. Okay, go back t o E x h i b i t 2 and the overlay, and 

l e t ' s f o l l o w the contour l i n e on the overlay, and show us 

i t s r e l a t i o n s h i p t o the top of the back on the south edge 

of Seven Rivers draw. How might we f o l l o w t h a t l i n e ? 

A. That l i n e — The closed spacing t h a t you see i n 

the contour l i n e s approximate the l i p of t h a t draw, and i t 

e s s e n t i a l l y f o l l o w s the o u t l i n e of the draw. 

Q. I n a d d i t i o n t o looking at the surface f o r 

l o c a t i o n s , you have also mapped the subsurface i n the 

Cisco? 

A. Yes, I have. 

Q. And you've done those i n terms of analyzing 

s t r u c t u r e and the thickness of the dolomite? 

A. Yes, I have. 

Q. Let's look a t those, and then we're going t o come 

back t o the overlay. 

A. Okay. 

Q. I d e n t i f y f o r us E x h i b i t Number 3, Mr. Hardie. 

A. E x h i b i t Number 3 i s a Cisco/Canyon isopach on the 

dolomite i t s e l f , very s i m i l a r t o what Mr. May showed 

e a r l i e r . 
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Q. This i s your work product? 

A. Yes, I t i s . 

Q. Describe f o r us the p o i n t s of s i g n i f i c a n c e t o you 

when we look a t the r e l a t i o n s h i p on the isopach between 

standard l o c a t i o n s f o r the Aspden Number 2 w e l l , t he 

proposed unorthodox l o c a t i o n , and then i t s r e l a t i o n s h i p t o 

the Joyce Federal 2, which i s your next l o c a t i o n . 

A. Right. 

Q. A l l r i g h t . 

A. The proposed unorthodox l o c a t i o n should encounter 

approximately 170 f e e t of dolomite, according t o my 

mapping. The Joyce Federal Number 2, which w i l l be the 

w e l l most d i r e c t l y a f f e c t e d by the encroachment, i s 

expected t o encounter approximately 120 or 130 f e e t of 

Cisco dolomite. 

Q. And at the standard l o c a t i o n , what would be the 

approximate thickness f o r the Yates well? 

A. At the nearest standard l o c a t i o n f o r the Aspden 

Number 2, the thickness would be — I t looks l i k e j u s t over 

200 f e e t . 

Q. What's your conclusion about the geologic 

advantage of going from the Yates standard l o c a t i o n t o the 

proposed encroaching location? 

A. That i t — s i m i l a r t o what Yates has s a i d , t h a t 

i t ' s d e t r i m e n t a l g e o l o g i c a l l y t o move t o an unorthodox 
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l o c a t i o n , i f you're going t o encroach t o the south. 

Q. Describe f o r us how t h a t i s a detriment. 

A. I t ' s a detriment i n t h a t you have less dolomite 

as you move i n t h a t d i r e c t i o n . And, as Mr. May t e s t i f i e d , 

and the o b j e c t i n p i c k i n g the best l o c a t i o n i s t o f i n d the 

maximum amount of dolomite, t h a t i s , the r e s e r v o i r . 

Q. Do you have an opinion g e o l o g i c a l l y as t o whether 

or not the encroaching l o c a t i o n c o n s t i t u t e s an u n f a i r 

geologic advantage obtained by Yates over Conoco i n terms 

of i t s Joyce Federal 2 location? 

A. Because we are near the edge of the dolomite 

f a i r w a y , the thickness of the r e s e r v o i r i s considerably 

t h i n n e r than i t i s elsewhere i n the f i e l d . And because of 

t h a t , we f e e l l i k e encroachment i s p a r t i c u l a r l y damaging. 

There's less r e s e r v o i r there t o develop, and the e f f e c t s of 

encroachment would be even greater since there i s l e s s . 

Q. Let's t u r n t o E x h i b i t 4, Mr. Hardie. I d e n t i f y 

t h i s d i s p l a y f o r us. 

A. This i s the same mapped area as E x h i b i t Number 3, 

only t h i s time we're looking a t the top of the Cisco 

dolomite, the top of the r e s e r v o i r , i f you w i l l . 

On i t we can see again the proposed Aspden Number 

2 unorthodox l o c a t i o n and then i t s encroachment upon the 

Joyce Federal Number 2. 

Q. I'm going t o show you Mr. May's E x h i b i t s 17 and 
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18. 

When you compare h i s map of the top of the 

dolomite t o your map of the top of the dolomite w i t h i n the 

area of concern, being the n o r t h h a l f of 32 and the south 

h a l f of 29, are there any d i f f e r e n c e s of s i g n i f i c a n c e ? 

A. There are some d i f f e r e n c e s , but I wouldn't 

n e c e s s a r i l y say they're t e r r i b l y s i g n i f i c a n t . 

Q. Let me d i r e c t your a t t e n t i o n t o your d i s p l a y , t o 

the southeast quarter of 29. There i s a contour l i n e a t 

minus 4150 subsea? 

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

Q. And when you go n o r t h and west of t h a t l i n e , 

there's a s i m i l a r l i n e w i t h the same value, minus 4150? 

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

Q. What i n f o r m a t i o n d i d you have t o cause you t o 

create the a d d i t i o n a l contour i n t h a t area t h a t * s absent 

from Mr. May's contour map? 

A. E s s e n t i a l l y what the d i f f e r e n c e i s , i s a seismic 

l i n e t h a t Conoco shot j o i n t l y w i t h Nearburg and f a i l e d t o 

put i t on t h i s map, but t h a t seismic l i n e runs east and 

west through the n o r t h h a l f of the n o r t h h a l f of Section 

32. 

I t passes through the Joyce Federal 1 w e l l , the 

proposed Joyce 2, the Savannah State Number 1, and onward. 

I t ' s about a f o u r - m i l e l i n e . 
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Based on t h a t , we saw an increase i n e l e v a t i o n i n 

the n o r t h h a l f of the no r t h h a l f t h a t j u s t i f i e d — I n my 

case what I d i d was t o extend the s t r u c t u r e t h a t we both 

show i n Section 28. I extended mine f a r t h e r t o the 

southwest than d i d Yates. 

Q. Let's t u r n t o the cross-section and get a 

v e r t i c a l p r o f i l e of the r e s e r v o i r so we can see the 

r e l a t i o n s h i p as you have i n t e r p r e t e d how these two w e l l s 

are going t o f i t i n t o the e x i s t i n g w e l l p a t t e r n s . 

I f y o u ' l l look a t E x h i b i t 5 f o r us, f i r s t of a l l 

help us get o r i e n t e d , and keeping E x h i b i t 4 out i s perhaps 

h e l p f u l . Give us the l i n e of cross-section, and then l e t ' s 

t a l k about the i n f o r m a t i o n . 

A. Okay, the cross-section shown i n E x h i b i t 5, on 

the surface, a t l e a s t , i s shown i n E x h i b i t 4, s t a r t i n g a t 

the Dagger Draw Number 8 w e l l , on the l e f t - h a n d side of the 

cro s s - s e c t i o n , and then passing through Conoco's Dagger 

Draw Number 16, Yates's Aspden Federal Number 1, t h e i r 

proposed unorthodox l o c a t i o n , the Aspden Number 2, Conoco's 

proposed Joyce Federal Number 2, and then ending up on the 

ri g h t - h a n d side of the cross-section w i t h the o l d dryhole, 

the Getty State K 6096 B Number 1. 

Q. A l l r i g h t . Characterize f o r us on the cross-

s e c t i o n what i s the producing p o r t i o n of the Cisco t h a t 

you're t r y i n g t o e x t r a c t hydrocarbons from. 
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A. The producing p o r t i o n i s simply the dolomite, and 

t h a t i s shown w i t h the purple c o l o r . Anywhere t h e r e i s 

dolomite, i t has the p o t e n t i a l of being p r o d u c t i v e . 

The blue c o l o r i n d i c a t e s limestone. T y p i c a l l y , 

the limestones i n t h i s r e s e r v o i r are t i g h t and 

nonproductive. And as you can see here, t h e r e are t i g h t 

lime encasing the dolomite r e s e r v o i r . 

The brown c o l o r s i n d i c a t e shales, the Wolfcamp 

shales o v e r l y i n g the Cisco formation, and then a t the base 

there's Canyon shales. 

The black shading t h a t occurs a t the center of 

each w e l l l o g i n d i c a t e s the p e r f o r a t e d i n t e r v a l s f o r each 

of these w e l l s . 

I ' d l i k e t o also p o i n t out the black dashed l i n e 

running h o r i z o n t a l l y through the middle of the cross-

s e c t i o n a t a subsea e l e v a t i o n of minus 4 3 00 f e e t , which i s 

what Conoco believes t o be the lowest known o i l , i n d i c a t i n g 

t h a t i n most cases you would not want t o p e r f o r a t e a w e l l 

below t h a t l i n e . 

So on t h i s cross-section, v i r t u a l l y anything 

below t h a t l i n e would be wet. 

Q. Do we have an accurate scale t o work w i t h as we 

move h o r i z o n t a l l y on the cross-section? 

A. Yes, we do. 

Q. Describe f o r us the r e l a t i o n s h i p of Yates' 
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encroaching w e l l t o the Conoco Joyce Federal proposed w e l l 

and whether or not there's an u n f a i r c o m p etitive advantage 

achieved by Yates i f the unorthodox l o c a t i o n i s approved. 

A. Conoco's l o c a t i o n i s — f o r i t s Joyce Federal 

Number 2, i s on the very edge of the dolomite f a i r w a y . As 

you can see, we're near the feather edge. And of course, 

we wouldn't want t o complete, even though — even — The 

pay i s considerably t h i n n e r , and we wouldn't want t o 

complete anything below the minus-4300-foot e l e v a t i o n , 

which c o n s t r a i n s us even more. 

Due t o the t h i n nature of the r e s e r v o i r here, an 

encroaching w e l l would be p a r t i c u l a r l y damaging when you 

combine those two f a c t o r s . The r i s k i s already g r e a t 

enough as i t i s , w i t h o u t having t o deal w i t h a d d i t i o n a l 

encroachment by o f f s e t t i n g production. 

Q. When we take the composite of your isopach, the 

s t r u c t u r e map and the cross-section and go back t o E x h i b i t 

2, which i s the topographic l i m i t a t i o n s w i t h i n Yates' 

spacing u n i t , are there some a l t e r n a t i v e s o l u t i o n s t h a t 

help you as a g e o l o g i s t access the r e s e r v o i r i f you were i n 

Yates' p o s i t i o n ? 

A. Yes, there would be. 

Q. Describe f o r us where they might be. 

A. My f i r s t a l t e r n a t i v e were — by p i c k i n g l o c a t i o n s 

i n Yates* acreage, which I don't t h i n k I can do. But 
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h y p o t h e t i c a l l y , a t l e a s t , would be t o do what was suggested 

by the BLM agent, and t h a t i s t o move 500 f e e t n o r t h of the 

660-1980 o r i g i n a l l y proposed l o c a t i o n . 

As you can see on the overlay, the green shaded 

area i s the orthodox window. I f you p i c k t h a t up and look 

underneath i t , you see the dark area t h a t l i e s beneath t h a t 

w i t h the — and y o u ' l l look a t some black specks t h a t cover 

t h a t area. Those black specks are the various mesquite or 

brush t h a t occur on t h a t f l o o d p l a i n . That dark area i s the 

f l o o d p l a i n . 

I f you continue northward across t h a t f l o o d p l a i n , 

y o u ' l l n o t i c e t h a t i t gets a b r u p t l y white again, and t h a t 

i s the opposite bank of the Seven Rivers draw. 

My f i r s t choice would be t o d r i l l on t h a t 

opposite bank a t a l o c a t i o n approximately 170 f e e t n o r t h of 

the Cisco window, as proceeded by the BLM agent. 

Q. Ge o l o g i c a l l y , how would you support doing t h a t ? 

A. Ge o l o g i c a l l y , t h a t would be fa v o r a b l e . I f y o u ' l l 

r e f e r back t o the E x h i b i t Number 4, i f we were t o move 

n o r t h of t h a t Cisco orthodox l o c a t i o n window, you can see 

t h a t you gain e l e v a t i o n s t r u c t u r a l l y . That's e a s i l y the 

best s t r u c t u r a l l o c a t i o n t h a t we would be co n s i d e r i n g here. 

I would estimate t h a t i f you were a t t h a t spot 

n o r t h of the l o c a t i o n window, t h a t you would be a t an 

e l e v a t i o n of about minus 4140, you would gain approximately 
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20 f e e t . 

Q. What d i d i t do t o the thickness of the dolomite? 

A. On E x h i b i t 3, again, i f y o u ' l l compare the 

orthodox window and moving no r t h from t h a t orthodox window, 

you gain thickness. North of the window, I would estimate 

you'd encounter about 250 f e e t of t o t a l dolomite. That 

would be approximately 80 f e e t of d i f f e r e n c e from the 

unorthodox l o c a t i o n t h a t Yates i s proposing. 

Q. That would be an a l t e r n a t i v e l o c a t i o n on the 

n o r t h side of the Seven Rivers draw? 

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

Q. A l l r i g h t . Let's stay on the south s i d e . Are 

th e r e any other l o c a t i o n s on the south side t h a t are 

g e o l o g i c a l l y favorable or superior t o the proposed 

encroaching l o c a t i o n t h a t s t i l l stay outside of the 

drainage e f f e c t s of t h a t Seven Rivers draw? 

A. I f you were t o — Looking at E x h i b i t Number 2, i f 

you were t o move the proposed unorthodox l o c a t i o n , I guess, 

due northeast, p a r a l l e l i n g the banks of the draw, u n t i l you 

reached a p o i n t t h a t was p a r a l l e l w i t h the bottom of the 

window, I t h i n k you'd be — you would be 660 from Conoco's 

acreage, and I'm guessing approximately 200 f e e t from the 

p r o r a t i o n u n i t boundary. 

And t h a t would be an a l t e r n a t i v e l o c a t i o n . I t 

would s t i l l be unorthodox, i t would encroach on working 
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i n t e r e s t owners and the southeast corner of Section 29. 

I t h i n k we had o r i g i n a l l y asked i f Yates would 

consider doing t h i s since even though t h e r e are some 

d i f f e r e n c e s i n those two p r o r a t i o n u n i t s , t h ey're c e r t a i n l y 

more s i m i l a r than encroaching on working i n t e r e s t owners t o 

the south where there are v i r t u a l l y no s i m i l a r i t i e s i n 

those two u n i t s i n terms of owners. 

Q. You're making reference t o the f a c t t h a t Yates 

and Nearburg c o n t r o l both of those spacing u n i t s i n Section 

29? 

A. That i s c o r r e c t . Their working i n t e r e s t s are 

s l i g h t l y d i f f e r e n t , but — 

Q. Admittedly w i t h a d i f f e r e n t percentage? 

A. Right. 

Q. A l l r i g h t . Did you l i s t e n t o Mr. Fant's 

p r e s e n t a t i o n on the penalty? 

A. Yes, I d i d . 

Q. Have you examined, Mr. Hardie, whether or not i t 

i s p r a c t i c a l t o implement the penalty t h a t Mr. Fant has 

recommended t o the Examiner? 

A. This whole issue has come up i n the past, i n 

p a r t i c u l a r w i t h the previous unorthodox l o c a t i o n t h a t was 

being proposed by — 

Q. — Nearburg? 

A. — Nearburg. And we debated the problems 
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inherent i n t r y i n g t o impose production p e n a l t i e s i n t h i s 

p a r t i c u l a r r e s e r v o i r . 

The problem b o i l s down t o , what e x a c t l y do you 

penalize? I f you penalize an i n d i v i d u a l w e l l , the most 

l i k e l y way t o do t h a t would be on an i n i t i a l p o t e n t i a l . 

Q. Would t h a t work i n t h i s r e s e r v o i r ? 

A. I t h i n k not, because i n i t i a l p o t e n t i a l s here can 

be very high. 

For example, Conoco's Joyce Federal Number 1 i n 

Section 32, the i n i t i a l p o t e n t i a l was 1131 b a r r e l s of o i l 

per day. A penalty on t h a t would be almost meaningless. 

And i t very q u i c k l y declined and s t a b i l i z e d t o a r a t e of — 

i t s c u r r e n t r a t e , I t h i n k approximately 340 b a r r e l s of o i l 

per day. 

The a l t e r n a t i v e there would be t o perhaps take 

the f i r s t month average of t h a t w e l l . But i f t h a t w e l l 

were producing a t the allowable, i t would have already 

cum'd 21,000 b a r r e l s of o i l by the time you reached the 

f i r s t - m o n t h average and would be w e l l on i t s way t o 

damaging the c o r r e l a t i v e r i g h t s . So t h a t ' s a dilemma. 

The other choice, as we see i t , would be t o , as 

Yates suggested, penalize the p r o r a t i o n u n i t . But we would 

ask, i f you were t o do t h a t , what would prevent the 

operator from producing a l l of i t s allowable out of the 

encroaching w e l l and s h u t t i n g i n the others? That would 
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even f u r t h e r damage any o f f s e t t i n g operators who were being 

encroached upon. 

Q. Were you involved i n the Diamond case t h a t Mr. 

Fant r e f e r r e d to? 

A. Yes, I was. 

Q. You were a t e c h n i c a l witness i n t h a t case, were 

you not? 

A. Yes, I was. 

Q. Do you agree w i t h h i s conclusion t h a t t h a t 

e s t a b l i s h e s a precedent i n the Diamond case by which t h i s 

Examiner can be d i r e c t e d f o r a s o l u t i o n i n the c u r r e n t 

case? 

A. By no means. The pool r u l e s , p a r t i c u l a r l y a t the 

time t h a t we implemented t h a t penalty, were completely 

d i f f e r e n t . 

Q. How so, were they d i f f e r e n t ? 

A. At t h a t time — Of course, South Dagger Draw has 

a d i f f e r e n t set of r u l e s anyway, but — They've since 

changed again. 

But a t t h a t time we were t a l k i n g about 320-acre 

spacing u n i t s . Everyone expected the Diamond w e l l t o be a 

gas w e l l , meaning a t t h a t time you could only have one 

w e l l , i f i t were a gas w e l l , i n a 320-acre spacing u n i t . A 

pen a l t y a p p l i e d t o one w e l l i s a very simple t h i n g t o keep 

up w i t h . 
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We don't have t h a t s i t u a t i o n here; we have f o u r 

w e l l s . And the question i s , how are we going t o penalize 

the p r o r a t i o n u n i t a p p r o p r i a t e l y and monitor t h a t penalty? 

Q. When you go back t o Mr. Fant's concept of a 

t h r e e - p a r t formula f o r e s t a b l i s h i n g a penalty, do you have 

any comments or observation about using the t h r e e 

components? 

A. My personal preference would — I mean, the more 

components, you use, the more d i l u t e d the penalty gets. I 

can understand the reasoning, a t l e a s t from Yates's 

standpoint of wanting t o use more components. 

Conoco, being the one encroached upon, would be 

very concerned about t h a t . They are encroaching on Conoco 

h a l f the distance of the st a n d o f f , and i n our minds a t 

l e a s t , t h a t would c a l c u l a t e t o a 50-percent p e n a l t y . 

But again, we're not advocating the use of 

p e n a l t i e s , because we simply don't know how they could be 

enforced. 

Q. The Nearburg l o c a t i o n case t h a t you're r e f e r r i n g 

t o , i s t h a t i d e n t i f i e d as D i v i s i o n Case 10,731, heard by 

Examiner Catanach on June 18th, 1993? 

A. I assume so. I don't have t h a t i n f r o n t of me. 

Yes, I do. I have i t here. 

Q. Do you have i t ? 

A. Yes. At l e a s t a copy of i t . 
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Q. As one of Conoco's re p r e s e n t a t i v e s i n t h a t 

Nearburg case, describe f o r us the s i m i l a r i t i e s t h a t we 

were d e a l i n g w i t h i n t h a t case, as they compare t o t h i s 

case. 

A. The two cases were very s i m i l a r i n t h a t both 

Conoco and Yates were concerned about the encroachment of 

the proposed Nearburg w e l l upon our acreage. We both 

recognized the p o t e n t i a l f o r i n t e r f e r e n c e and were 

concerned about how we would implement a p e n a l t y on an 

encroaching w e l l . 

I n t h a t case, we perceived t h a t t h e r e were other 

a v a i l a b l e l o c a t i o n s which would be orthodox and recommended 

t h a t the case be denied as a r e s u l t . 

Q. Were Conoco and Yates i n agreement about the 

i m p o s s i b i l i t y of c r a f t i n g a meaningful penalty t o be 

imposed upon the Nearburg encroaching w e l l l o c a t i o n ? 

A. Yes, they were, and I b e l i e v e t h a t ' s r e f l e c t e d i n 

the testimony of t h a t case. 

Q. What are your recommendations f o r the Examiner, 

Mr. Hardie? You've been involved i n a number of these 

cases. What do you suggest he do? 

A. My recommendation, since there are a l t e r n a t i v e s 

t o the encroachment upon Conoco, i s t h a t Yates d r i l l t h e i r 

w e l l n o r t h of t h e i r orthodox Cisco window u n i t and encroach 

upon themselves. I t ' s a b e t t e r geologic l o c a t i o n . 
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And by doing so, we e l i m i n a t e the need t o have t o 

deal w i t h the problem of t r y i n g t o apply p e n a l t i e s t o 

producing w e l l s i n Dagger Draw. We have an a l t e r n a t i v e , 

and I suggest we take i t . 

Q. Are you aware of any other l o c a t i o n s i n North 

Dagger Draw where there i s an encroaching w e l l , encroaching 

upon o f f s e t t i n g operators, where the i n t e r e s t s are 

d i f f e r e n t , t h a t ' s been approved by t h i s D i v i s i o n ? 

A. I am aware of an instance where t h e r e i s an 

unorthodox Cisco w e l l l o c a t i o n , and I know t h a t both — the 

w e l l i t s e l f and the encroaching acreage i s operated by 

Texaco. That would be on the f a r — 

Q. Let's look a t E x h i b i t 1 — 

A. — l e f t - h a n d side of the map. 

Q. — I t h i n k i t shows on one of your d i s p l a y s , 

doesn't i t ? 

A. Yes, i t does. 

Q. Let's look a t E x h i b i t 1. 

A. On E x h i b i t 1, I'm not f a m i l i a r enough w i t h 

townships t o know which s e c t i o n t h i s i s , but i t ' s on the 

f a r r i g h t - h a n d side of the map, j u s t west of Section 30. 

I f y o u ' l l look — 

Q. Well, you're looking i n Section 25. 

A. Okay. 

Q. A l l r i g h t , i f you s t a r t i n 2 9 where you are — 
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A. Yes. 

Q. — f o r the subject case, the next one t o the west 

i s 30 — 

A. Right. 

Q. — and then a f t e r t h a t i s 2 5? 

A. Right, i n the — 

Q. A l l r i g h t . 

A. — i n the adjacent township. 

I n the northeastern corner of t h a t s e c t i o n , 

there's a w e l l labeled DD 3. That's the Texaco Dagger Draw 

Number 3 w e l l , which encroaches t o the n o r t h on the Texaco 

DD 1 w e l l . 

Q. I s t h a t the s i n g l e example — 

A. That's the only one t h a t I know of — 

Q. — of an unorthodox l o c a t i o n ? 

A. — and they're both operated by Texaco. I know 

of no penalty involved w i t h t h a t . 

Q. I f the Examiner approves Yates' A p p l i c a t i o n w i t h 

the i m p o s i t i o n of a penalty, i t w i l l e s t a b l i s h a precedent 

f o r North Dagger Draw, w i l l i t not, s i r ? 

A. Yes, i t w i l l . 

MR. KELLAHIN: That concludes my examination of 

Mr. Hardie. We move the i n t r o d u c t i o n of h i s E x h i b i t s 1 

through 5 and then E x h i b i t s 10 and 11. 

EXAMINER CATANACH: E x h i b i t s 1 through 5 and 10 
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and 11 w i l l be admitted as evidence. 

Mr. C a r r o l l ? 

CROSS-EXAMINATION 

BY MR. ERNEST CARROLL: 

Q. Mr. Hardie, l e t ' s f i r s t focus on E x h i b i t s 2, 10 

and 11, i f you might loc a t e those i n your stack of papers 

i n f r o n t of you. 

A. Okay. 

Q. Now, l e t ' s look a t 2. With respect t o the 

p o s i t i o n i n g of the — or the l o c a t i o n of these w e l l s on 

t h i s topographic a e r i a l photograph of yours, d i d you go out 

on the surface and a c t u a l l y v e r i f y the l o c a t i o n of these 

wells? 

A. I d i d not. The other — The completed w e l l s , I 

d i d not v e r i f y those l o c a t i o n s on t h i s surface. 

Q. I n f a c t , a t the time of t h i s photograph, none of 

the completed w e l l s were completed? 

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

Q. There was no development i n t h i s area? 

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

Q. And f o r purposes of t h i s hearing, you have not 

gone out and attempted t o v e r i f y the correctness of the 

a c t u a l l o c a t i o n on your overlay, as opposed t o t h i s — the 

area depicted by the photograph, have you? 

A. I have not gone t o check t o make sure those 
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depicted w e l l l o c a t i o n s t h a t are completed are accurate. 

What I d i d do was s e l e c t corner s e c t i o n marks on 

both the topographic overlay and the a e r i a l photograph and 

use those, make sure those matched e x a c t l y . 

Now, what o f t e n occurs when you enlarge a 

topographic map i s t h a t , even though the end p o i n t s may 

match, th e r e may be some s l i g h t d i s t o r t i o n s i n between. 

Those d i s t o r t i o n s , although r e a l , I t h i n k , are s l i g h t , and 

I'm almost c e r t a i n t h a t ' s what r e s u l t s i n t h i s w e l l symbol 

appearing t o be i n the draw when i n f a c t i t could be moved, 

say, 50 or 70 f e e t over and i t would be on the back of t h a t 

draw. 

Q. Well, now, Mr. Hardie, when was the l a s t time you 

were a c t u a l l y out on t h i s l o c a t i o n , i n f a c t , t h a t w e l l t h a t 

we're t a l k i n g about i n the — t h a t ' s shown on your E x h i b i t 

2 as being i n the draw? 

A. When was the l a s t time I was there? 

Q. Yeah. 

A. On t h a t location? 

Q. On t h a t l o c a t i o n . 

A. I have not been on t h a t l o c a t i o n . 

Q. You've never been on t h a t l o c a t i o n ? 

A. I have not. 

Q. So you cannot t e l l t h i s Examiner t h a t t h a t 

w e llbore i s adjacent t o the cut bank of t h a t draw, can you? 
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A. I cannot t e l l him t h a t . I s t r o n g l y suspect t h a t 

w e l l b o r e i s not i n the draw. That would be somewhat 

f o o l i s h t o d r i l l t here. 

Q. Okay, and you heard Mr. Beardemphl's testimony 

t h a t i t was not i n t h a t draw, and he had been t h e r e ; i s 

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

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

Q. And wouldn't you also s t r o n g l y suspect t h a t t h a t 

w e l l was not r i g h t on the edge of t h a t cut bank, because 

you couldn't l o c a t e the r i g and a l l the attendant equipment 

t h a t would be necessary f o r d r i l l i n g a w e l l r i g h t on the 

edge of t h a t draw, would you? 

A. You can get w i t h i n approximately a hundred f e e t 

of the edge. Conoco has done i t , and I suspect Yates has 

too. 

Q. A l l r i g h t . So i f we applied those measurements, 

those approximate measurements of yours, t o the edge of 

t h i s c u t bank, t h i s w e l l i s probably, i n a l l l i k e l i h o o d , a t 

l e a s t 200 f e e t misplaced by t h i s diagram, i s n ' t i t ? 

A. I f i n f a c t the w e l l i s 200 f e e t away from the 

bank of the draw, then t h a t i s c o r r e c t . 

Q. Well, now — 

A. The other p o s s i b i l i t y t h a t I assumed was t h a t 

t h e r e could have been some cut and f i l l . This i s p e r f e c t l y 

conceivable. I t ' s not BLM land, and the BLM would have no 
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j u r i s d i c t i o n over what was done t o b u i l d t h i s l o c a t i o n . 

Q. But Mr. Hardie, you don't know t h a t , and you 

could have gone out there and looked a t t h a t land and known 

f o r sure before you appeared here, couldn't you? 

A. I could have v e r i f i e d t h a t l o c a t i o n . 

Let me also add t h a t most of my measurements and 

p r e c i s i o n involved w i t h t h i s overlay were centered about 

the proposed l o c a t i o n . I d i d not concern myself w i t h 

d e v i a t i o n s f a r t h e r away from t h a t . 

Q. Well now, d i d you go out and s p e c i f i c a l l y 

determine — I see no reference p o i n t on the photograph 

i t s e l f f o r where t h a t proposed unorthodox l o c a t i o n would 

l i e . 

A. The reference p o i n t was th e r e . I p l o t t e d i t on 

the photograph and then erased i t p r i o r t o xeroxing i t . 

Q. But how d i d you determine t h a t reference p o i n t ? 

Where d i d i t come from? 

A. I f y o u ' l l look — r a i s e the overlay, i f y o u ' l l 

look down a t the bottom l e f t - h a n d corner of t h a t s e c t i o n , 

there's a l i t t l e black dot w i t h a white l i n e s t i c k i n g out 

of i t . Those are placed on the a e r i a l photograph, 

i n d i c a t i n g the corner sections. 

What I d i d on the a e r i a l photograph was t o 

connect up those dots on the a e r i a l photograph, which would 

i n d i c a t e a s e c t i o n l i n e . And t h a t i s my reference p o i n t by 
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which I enlarged the topographic map and l a i d i t over the 

a e r i a l photograph. 

Q. Again, your testimony i s based on your 

measurements on t h i s , and nothing t h a t was having gone out 

on the land and done any s p e c i f i c measurements and p l a c i n g 

of t h a t unorthodox l o c a t i o n w i t h a c t u a l reference p o i n t s on 

the ground, such as the edge of the bank, t h i s road t h a t we 

see depicted or as you've t e s t i f i e d . You d i d n ' t go and 

measure t h a t , d i d you? 

A. I d i d n ' t measure i t . I have i n f a c t been out 

the r e and, l i k e the Yates r e p r e s e n t a t i v e s , I have walked 

t h a t Cisco orthodox window i n which the proposed w e l l was 

o r i g i n a l l y staked. 

And I can also p o i n t out t h a t i f y o u ' l l look a t 

the blue dashed l i n e t h a t represents the draw on the 

topographic map, t h a t t h a t very c l o s e l y matches the draw of 

the a e r i a l photograph, which i s another i n d i c a t i o n t h a t 

they are a t l e a s t close t o being superimposed. 

Q. Now, you say you have been out on Yates's lease 

and walked t h i s area i n green; i s t h a t c o r r e c t ? 

A. Looking a t the staked f l a g s and v e r i f y i n g t h a t i n 

f a c t — 

Q. When d i d you do that? 

A. That would have been — I was out t h e r e t w i c e . 

When Conoco was st a k i n g l o c a t i o n s I walked out t h e r e , and 
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then the second time approximately two t o th r e e weeks ago. 

Q. A l l r i g h t . Yates's f l a g s out t h e r e the f i r s t 

time t h a t you went out there and walked t h i s area? 

A. They were. 

Q. And would t h a t have been — What? I n December of 

l a s t year? I s t h a t — are we t a l k i n g about — 

A. No, I t h i n k i t was t h i s year. 

Q. This year? 

A. Yes. 

Q. Now, when you walked t h a t area of those f l a g s , 

d i d you have Mr. Hurt w i t h you? 

A. Mr. Hurt? 

Q. The BLM — I t h i n k i t ' s Hurt. 

MR. KELLAHIN: I t ' s Hunt. 

MR. ERNEST CARROLL: Hunt, excuse me. I can't 

read h i s handwriting. 

THE WITNESS: No, I d i d not. I was w i t h Conoco's 

f i e l d foreman. 

Q. (By Mr. Ernest C a r r o l l ) Have you ever been t o 

t h i s area w i t h Mr. Hunt? 

A. No, I haven't. 

Q. Have you t a l k e d p e r s o n a l l y t o Mr. Hunt? 

A. I have not. 

Q. Now, l e t ' s t a l k about E x h i b i t Number 10. You 

t e s t i f i e d t h a t t h i s was a t r u e and c o r r e c t instrument. Did 
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you go t o the BLM o f f i c e and o b t a i n E x h i b i t 10? 

A. Yes, I d i d . 

Q. A l l r i g h t . Now, d i d you attempt t o t a l k t o Mr. 

Hunt concerning what was on t h i s p a r t i c u l a r e x h i b i t ? 

A. Yes, I d i d . 

Q. And Mr. Hunt was a v a i l a b l e or not a v a i l a b l e ? 

A. He was not a v a i l a b l e , and I had d r i v e n from 

Midland f o r a f i e l d meeting w i t h the Dagger Draw f i e l d and 

stopped by the BLM on my way back, requested t o see Mr. 

Hunt. He was not present, and so I requested t o copy the 

f i e l d documents which were used i n determining where the 

l o c a t i o n should be. 

Q. A l l r i g h t , when was th a t ? 

A. I could r e f e r i n my b r i e f c a s e t o my — 

Q. Has i t been several weeks? 

A. I t ' s been approximately two t o t h r e e weeks ago. 

Q. Okay. 

A. I could give you a precise date. 

Q. That's okay. I t ' s been some — several weeks 

though? 

A. Yes. 

Q. Now, E x h i b i t 11, was t h a t obtained a t the same 

time you obtained E x h i b i t 10? 

A. I t was a l l p a r t of the same f i l e . 

Q. Now, I take i t , then, w i t h respect t o these 

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 

131 

penciled or inked-in notations on Exhibit 11, you have not 

v i s i t e d w i t h Mr. Hunt concerning those, have you? 

A. No, I have not. 

Q. Did you t r y t o contact Mr. Hunt a f t e r t h a t one 

attempted v i s i t when you were there present i n the BLM 

o f f i c e and he was not there? 

A. No, I d i d not. 

Q. Now, l e t ' s look down here a t the bottom n o t a t i o n . 

I t says, "Evaluation: Move 330 f e e t south or a t l e a s t 500 

f e e t n o r t h . " 

Now, you t e s t i f i e d t h a t the moving of a t l e a s t 

500 f e e t was n o r t h of the orthodox l o c a t i o n f i r s t proposed, 

d i d you not? 

A. Since t h i s i s a w e l l - s i t e e v a l u a t i o n f o r t h a t 

proposed l o c a t i o n , t h a t ' s a safe assumption. 

Q. Ah. But i t i s an assumption on your p a r t , i s i t 

not? 

A. C e r t a i n l y , t h i s i s a l l assumptive. We don't have 

Mr. Hunt here t o t e s t i f y t o i t . 

Q. You d i d hear Mr. Beardemphl t e s t i f y t h a t he 

walked t o the 990 l o c a t i o n and t h a t he then took p i c t u r e s a 

hundred f e e t n o r t h of t h a t and t h a t Mr. Hunt and he 

discussed the f a c t t h a t i t would be a t l e a s t an a d d i t i o n a l 

4 00 f e e t before they could have an approved l o c a t i o n , d i d 

you not? 
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A. I heard him say t h a t , yes. 

Q. That testimony i s i n d i r e c t c o n t r a d i c t i o n of what 

your assumption i s from the way you read t h i s , i s i t not? 

A. That i s ab s o l u t e l y c o r r e c t . 

Q. And you have done nothing, though, t o v e r i f y w i t h 

Mr. Hunt, t o c o r r e c t , t o — t o v e r i f y or t o determine 

whether or not your assumption i s c o r r e c t before you 

t e s t i f i e d t o t h a t f a c t before t h i s Examiner? 

A. Nor has Yates i n v i t e d Mr. Hunt t o come t e s t i f y 

t h a t t h a t ' s e x a c t l y what he's — 

Q. Are you t e l l i n g me, Mr. Hardie, t h a t Mr. 

Beardemphl i s misrepresenting what happened out t h e r e on 

the s i t e — 

MR. KELLAHIN: Objection, Mr. Examiner. 

Q. (By Mr. Ernest C a r r o l l ) — w i t h Mr. Hunt? 

MR. KELLAHIN: Counsel i s arguing w i t h the 

witness. 

I approached t h i s subject an hour and a h a l f ago 

when I suggested i t was hearsay t o proceed the surface 

issue based upon what Barry Hunt said or d i d n ' t say. I was 

ove r r u l e d , and you see the problem you get. 

MR. ERNEST CARROLL: I don't see — 

MR. KELLAHIN: He's arguing w i t h the witness, Mr. 

Examiner. 

EXAMINER CATANACH: Well, I t h i n k you — Can you 
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j u s t calm down your l i n e of questioning? 

MR. ERNEST CARROLL: I ' l l t u r n the volume down, 

Mr. Catanach, and I apologize. 

Q. (By Mr. Ernest C a r r o l l ) Now, l e t ' s examine t h a t 

assumption of yours a l i t t l e f u r t h e r by l o o k i n g a t t h i s 

a e r i a l photograph t h a t you have i n E x h i b i t 2. 

Now, the green boxes t h a t you have here on the 

overlay, they are 330 on a side, are they not? 

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

Q. And the distance between the — and l e t ' s j u s t 

t a l k about the two green boxes on our ri g h t - h a n d s i d e , or 

the eastern side of t h i s quarter s e c t i o n . The bottom of 

the uppermost green and the top of the bottommost green 

would be 660 f e e t ; i s n ' t t h a t correct? 

A. I be l i e v e t h a t i s c o r r e c t . 

Q. A l l r i g h t . So midpoint between t h a t would be 330 

f e e t , c o r r e c t ? 

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

Q. And j u s t by using a l i t t l e guesstimation here, 

t h i s dark l i n e , which appears t o be p a r t of another channel 

t h a t runs k i n d of i n a n o r t h e a s t e r l y d i r e c t i o n , t h a t would 

appear t o be a t l e a s t halfway between the midpoint of t h a t 

d istance, so i t would be approximately 165 t o 170 f e e t 

n o r t h of t h a t green window, wouldn't i t ? 

A. That i s c o r r e c t . 
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Q. So i f we were t o believe your assumption, we 

would have t o say t h a t by your proposed s i t e t h a t you sa i d 

would — you t h i n k would be great, would be the 17 0 f e e t 

n o r t h , you would have t o put t h a t l o c a t i o n , which you're 

recommending t o t h i s Commission, w i t h i n t h a t drainage d i t c h 

shown on t h i s a e r i a l photograph, wouldn't you? 

A. Absolutely. 

Q. And you also heard the testimony of Mr. 

Beardemphl when he stat e d t h a t no w e l l s i t e would be 

approved w i t h i n e i t h e r of the drainage s i t e s out t h e r e on 

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

A. I don't r e c a l l him saying t h a t s p e c i f i c a l l y , but 

he may w e l l have. 

Q. Now, i f we assume j u s t the l i t t l e e xercise t h a t 

we j u s t went through, and assuming t h a t the BLM would not 

all o w a l o c a t i o n t o be w i t h i n any of t h i s f l o o d p l a i n area, 

then t h a t would immediately t e l l you t h a t apparently Mr. 

Hunt, i n h i s l a s t n o t a t i o n here, moved 330 f e e t south, or 

a t l e a s t 500 f e e t , t h a t t h a t — from 500 f e e t would not be 

from the orthodox lo c a t i o n ? That would make i t 

i n c o n s i s t e n t , wouldn't i t , i f you made those assumptions? 

A. I f you made those assumptions. I don't make 

those. I t ' s not a t a l l what one would l o g i c a l l y conclude, 

based on t h i s form. 

Q. But the assumptions t h a t you are addressing, you 
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have never gone out and v i s i t e d w i t h Mr. Hunt t o v e r i f y the 

foundations upon which you s t a r t , have you? 

A. No, I have not. 

Q. Now, l e t ' s t u r n now t o focus on some of the 

geology matters t h a t you t e s t i f i e d t o . 

You made a statement t h a t i t would be u n f a i r t o 

Conoco because the l o c a t i n g of t h i s — of the unorthodox 

w e l l which Yates i s proposing i t , would u n f a i r l y compete 

w i t h Conoco's proposed w e l l , I bel i e v e the Joyce Federal 2. 

I s t h a t a f a i r statement of how you c h a r a c t e r i z e the 

problem? 

A. Yes. 

Q. Okay. What i s the footage l o c a t i o n , f i r s t of 

a l l , of the Joyce Federal Number 2? I do not f i n d i t on 

any of your — 

A. No, i t ' s not. I t ' s 660 from the n o r t h l i n e and 

1980 from the west l i n e . I t ' s a standard l o c a t i o n . 

Q. What was the — from the west l i n e ? 

A. Yes. 

Q. I d i d n ' t get the footage. 

A. 1980. 

Q. 1980. Now, f o r the w e l l t o a c t u a l l y compete and 

a f f e c t the Joyce Federal Number 2 a t i t s — a t t h i s 

l o c a t i o n , the Aspden 2 would have t o , i n e f f e c t , d r a i n or 

cause some re d u c t i o n i n the amount of o i l t h a t the Joyce 
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Federal would produce; i s t h a t correct? 

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

Q. And the way — As t h i n g s are proposed r i g h t now, 

the unorthodox l o c a t i o n and the proposed Joyce, t h e r e would 

be some 990 f e e t separating those two w e l l s ; i s t h a t 

c o r r e c t ? 

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

Q. Do you have any studies i n the North Dagger f i e l d 

which show t h a t w e l l s t h a t are separated by 990 f e e t have 

i n f a c t a f f e c t e d the other, any studies? 

A. Yes. 

Q. Where? 

A. The r e s e r v o i r engineer, Bob Beamer, w i l l present 

a study. 

Q. You have not done any s t u d i e s , then, w i t h respect 

t o t h a t ; i s t h a t correct? 

A. I've worked concu r r e n t l y w i t h Bob i n t h a t study. 

He i s the one who i s going t o present i t . 

Q. Well, Mr. Hardie, i s i t your p o s i t i o n t h a t these 

w e l l s w i l l d r a i n more than 40 acres i n the North Dagger 

Draw area? 

A. I ' d say t h a t ' s h i g h l y l i k e l y . 

Q. Highly l i k e l y . Do you have any s p e c i f i c examples 

of t h a t ? 

A. As I mentioned e a r l i e r , I t h i n k Mr. Beamer w i l l 
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provide s u f f i c i e n t examples of standard spaced w e l l s t h a t 

have i n t e r f e r e d w i t h each other. 

Q. Now, you w i l l agree w i t h me, though, t h a t i f t h i s 

f i e l d were based on 40-acre standard statewide r u l e s of 40-

acre p r o r a t i o n u n i t s , the l o c a t i o n picked by Yates would be 

a standard l o c a t i o n ? 

MR. KELLAHIN: Objection, Mr. Examiner. I t ' s 

i r r e l e v a n t . 

EXAMINER CATANACH: I agree w i t h Mr. K e l l a h i n , 

Mr. C a r r o l l . 

Q. (By Mr. Ernest C a r r o l l ) Well, Mr. Hardie, do you 

have an opi n i o n as t o whether or not the standard statewide 

f i e l d r u l e s f o r 40-acre spacings are i n a p p r o p r i a t e because 

they allow drainage t o other o f f s e t t i n g 40-acres? 

MR. KELLAHIN: Objection, same question, 

i r r e l e v a n t . 

Q. (By Mr. Ernest C a r r o l l ) Your Honor — "Your 

Honor". Mr. Catanach, I t h i n k t h a t we do have — The issue 

here i s what i s the e f f e c t and what — As Mr. Hardie so 

very w e l l s a i d , we are faced w i t h a dilemma. We're having 

t o c u t the baby i n two, so t o speak. There are no hard and 

f a s t ways of drawing a decisio n . 

I t h i n k the only t h i n g t h a t we can do, then, i s 

look a t past precedent. 

The State of New Mexico has adopted f o r many, 
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many years the 40-acre spacing rule and the location 

l i m i t s . That i s one of the precedents t h a t I t h i n k t h i s 

D i v i s i o n and the Commission are u l t i m a t e l y going t o have t o 

crank i n t o t h i s d e c i s i o n , because i t i s not an easy one. 

And I t h i n k , t h e r e f o r e , i t i s r e l e v a n t , t h i s 

issue i s r e l e v a n t t o what you're u l t i m a t e l y going t o have 

t o do. I don't t h i n k you should a r b i t r a r i l y throw out any 

con s i d e r a t i o n when you're t r y i n g t o reach a d e c i s i o n on 

t h i s very t i c k l i s h problem t h a t we're faced w i t h . 

MR. KELLAHIN: Mr. C a r r o l l proves my o b j e c t i o n , 

Mr. Examiner. He's speaking t o the statewide o i l spacing 

r u l e s , and t h i s D i v i s i o n has consciously adopted d i f f e r e n t 

r u l e s f o r t h i s r e s e r v o i r . To compare statewide r u l e s t o 

what's happening i n Dagger Draw i s i r r e l e v a n t . 

MR. ERNEST CARROLL: Mr. Catanach, I t h i n k Mr. 

K e l l a h i n has j u s t proved the opposite of what he sa i d . 

What we've found was t h a t f i e l d r u l e s were f i r s t 

e s t a b l i s h e d a t 160 and t h a t d r i l l i n g evidence now shows 

t h a t t h a t was i l l conceived. That's why the f i e l d r u l e s 

were changed, but — f o r not only North and South Dagger 

Draw but also t o t r y t o get them i n some k i n d of 

con j u n c t i o n , because i t i s found t h a t t h i s f i e l d should 

have been developed probably on 40 acres. 

That's why we allow f o r four w e l l s on a 160-acre 

spacing, because — The problem, why we d i d n ' t j u s t go t o 
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i t — and I t h i n k t h i s Examiner i s w e l l aware — i s t h a t 

because over time we have problems here w i t h d i f f e r e n t 

ownership. We couldn't a r b i t r a r i l y go t o 4 0-acre spacing 

and throw away the 160, because we would be d e s t r o y i n g 

c o r r e l a t i v e r i g h t s and would have t o go i n and then 

r e a l l o c a t e production among the v a r y i n g ownerships. 

The D i v i s i o n and Commission, when i t u l t i m a t e l y 

changed these r u l e s , recognized t h a t i t could not go back 

and r e w r i t e c o r r e l a t i v e r i g h t s and r e w r i t e the 

misconceptions of the past. I t j u s t t h e r e f o r e adopted a 

new way. 

I t was one of those t h i n g s t h a t I j u s t t a l k e d 

about. The Commission took i n t o account i t s whole 

experience t o t r y t o adopt a manner of — a way of d e a l i n g 

w i t h the problem. And t h a t was e f f e c t i v e l y d r i l l i n g out 

here and not wasting o i l , because we knew t h a t one w e l l 

would not produce 160 acres, but we had t o take i n t o 

account a l l of these other issues. 

So i t d i d not throw out any of t h i s i n f o r m a t i o n ; 

i t considered i t a l l and adopted r u l e s . 

And t h a t ' s a l l I'm asking t h i s Examiner t o do, t o 

look a t everyt h i n g , consider i t , and then a p p r o p r i a t e l y 

make a d e c i s i o n based on a l l the evidence. 

EXAMINER CATANACH: Mr. C a r r o l l , are you t r y i n g 

t o a s c e r t a i n t h a t the setbacks i n t h i s pool should be 330 
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feet? 

I mean, i s t h a t where you're headed? I s t h a t the 

p o i n t you're t r y i n g t o make? 

MR. ERNEST CARROLL: Mr. Catanach, I am not — I 

don't t h i n k Yates Petroleum has come here today prepared t o 

say t h a t , or advocate a change i n the f i e l d r u l e s . 

EXAMINER CATANACH: I understand. 

MR. ERNEST CARROLL: That may e v e n t u a l l y come. 

But what we're saying, t h a t — i s , i f we're 

l o o k i n g a t the e q u i t i e s of the s i t u a t i o n , which i s what 

we're doing, we should look a t how the State has looked a t 

the e q u i t i e s i n the past, and t h a t ' s a l l I want you t o take 

i n t o c o n s i d e r a t i o n here. 

And t h a t c o n s i d e r a t i o n i s very r e l e v a n t here, 

because we have not gone beyond accepted norms by the — 

New Mexico i n the past. 

EXAMINER CATANACH: Mr. C a r r o l l , the accepted 

norms c u r r e n t l y , as they stand f o r the North Dagger Draw, 

are 660-foot setbacks. 

And i n my examination of what Yates i s t r y i n g t o 

do by d r i l l i n g t h i s l o c a t i o n , I have t o look a t the 660 as 

opposed t o the 330, because those are the r u l e s c u r r e n t l y 

i n e f f e c t f o r the pool. 

MR. ERNEST CARROLL: I agree w i t h you, Mr. 

Catanach. 
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And I am not suggesting t h a t you should say, I'm 

going t o throw away those r u l e s , because t h a t a p p l i c a t i o n 

i s not here before you. 

EXAMINER CATANACH: I understand. 

MR. ERNEST CARROLL: However, you do have t o 

determine — and i t ' s an a r b i t r a r y — One, the c a l c u l a t i o n s 

t h a t both sides are going t o f u r n i s h f o r a pe n a l t y , those 

are a black a r t , i f you please. I don't t h i n k anybody i s 

going t o say i t ' s any more exact, because no one can say 

how much o i l i s out there and how much o i l i s going t o do 

i t . 

But we have some accepted norms of t r y i n g t o deal 

w i t h t h a t issue. The Commission has i n the past d e a l t w i t h 

i t i n t h i s manner. 

What I'm saying i s t h a t t h a t ' s an e q u i t a b l e 

manner — a t h i n g of looking a t i t , and t h a t you should 

also consider, when you're t r y i n g t o determine what amount 

of percentage i s appropriate, some of these other accepted 

norms, and then t h a t would be — This l o c a t i o n , i f i t had 

been developed on 40 acres, would not have been an 

unorthodox l o c a t i o n . 

And t h a t ' s as f a r as I want — and am suggesting 

t h a t you consider i t , and t h a t ' s why — I'm not going t o go 

i n depth; I j u s t want h i s opinion as t o those two questions 

t h a t I asked, and then I'm leaving. I j u s t want you t o 
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have the b e n e f i t of t h a t . 

EXAMINER CATANACH: Mr. C a r r o l l , again, I can't 

see how t h a t — I can see how you wish i t would be r e l e v a n t 

t o t h i s case, but i t ' s not. 

The setbacks f o r t h i s pool are 660 f e e t , they're 

not 3 30. I know the normal setbacks f o r 4 0-acre u n i t s are 

330. 

I f Yates wants t o seek an a p p l i c a t i o n t o change 

those setbacks f o r t h i s pool, they're f r e e t o do so. But I 

don't t h i n k t h a t i t r e a l l y has any relevance t o t h i s case, 

and I don't t h i n k we should allow t h i s l i n e of que s t i o n i n g 

t o continue. 

MR. ERNEST CARROLL: Well, the only other 

statement — and then I ' l l q u i t , Mr. Catanach — i s t h a t a t 

some p o i n t i n time, the relevance of 330 and drainage 

f a c t o r s and encroachment were considered i n a r r i v i n g a t 

t h a t s t a t e r u l e . 

That i s equ i t a b l e considerations. 

I'm j u s t saying, those same con s i d e r a t i o n s — You 

should a t l e a s t take note t h a t t h a t ' s been done i n the past 

and the Commission has come down t h a t way, and t h a t ' s as 

f a r as t h a t argument would go. 

EXAMINER CATANACH: Okay. Are you going t o 

continue or — Are you going t o discontinue your l i n e of 

ques t i o n i n g i n t h i s ? 
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MR. ERNEST CARROLL: I f you d i r e c t me t o , I 

c e r t a i n l y w i l l . 

EXAMINER CATANACH: Well, again I don't see t h a t 

i t ' s --

MR. ERNEST CARROLL: Okay. 

EXAMINER CATANACH: — t h a t i t ' s r e l e v a n t . 

MR. ERNEST CARROLL: A l l I'm e s t a b l i s h i n g i s f o r 

the record why I t h i n k you should, because t h i s case may 

very w e l l be heard again. And these issues — I want them 

f u l l y addressed and f u l l y out i n f r o n t so t h a t no one can 

claim t h a t they're being b l i n d s i d e d , but t h a t ' s where we're 

going. 

EXAMINER CATANACH: I understand, and your 

request f o r me t o consider t h a t has been taken, so — 

MR. ERNEST CARROLL: A l l r i g h t . 

Q. (By Mr. Ernest C a r r o l l ) The p a r t i c u l a r case t h a t 

— Mr. Hardie, t h a t Mr. Fant r e f e r r e d t o , the Diamond case, 

i n f a c t , you t e s t i f i e d i n the Diamond case, d i d you not? 

A. Yes, I d i d . 

Q. And i n f a c t , i n answer t o a question posed by Mr. 

K e l l a h i n , you made the f o l l o w i n g statement — and t h i s i s 

found a t page 82 of the t r a n s c r i p t . 

MR. KELLAHIN: May I approach the witness w i t h a 

copy of the t r a n s c r i p t , Mr. Examiner, so t h a t he can read 

along w i t h Mr. C a r r o l l ? 
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EXAMINER CATANACH: Yes. 

MR. KELLAHIN: You're i n t r a n s c r i p t 10,519? 

MR. ERNEST CARROLL: I t h i n k so. Yes. 

MR. KELLAHIN: And you're on page 82? 

MR. ERNEST CARROLL: Page 82. 

Q. (By Mr. Ernest C a r r o l l ) Mr. Hardie, are you w i t h 

us now? 

A. Yes, I am. 

Q. A l l r i g h t . And a t the top of page 82 th e r e i s an 

answer, and the question was, by Mr. K e l l a h i n , " I n your 

op i n i o n as a g e o l o g i s t , what f a c t o r s should the Examiner 

consider i n determining a penalty t o impose upon Yates' 

w e l l l o c a t i o n i f he approves t h a t l o c a t i o n ? " 

That was the question addressed t o you; i s t h a t 

c o r r e c t ? 

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

Q. A l l r i g h t , and your answer was, " I n order f o r the 

p e nalty t o be meaningful, we f e e l l i k e i t should be based 

on an i n i t i a l p o t e n t i a l t e s t of the w e l l . Our experiences 

so f a r have shown t h a t w e l l s i n South Dagger Draw, because 

of t h e i r lower s t r u c t u r a l p o s i t i o n than n o r t h I n d i a n Basin 

w e l l s , cannot produce 14 m i l l i o n cubic f e e t of gas per 

day. " 

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

Q. I s t h a t correct? 
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A. Yes. 

Q. And then you went on t o say, "So t h a t a p e n a l t y 

on 14 m i l l i o n cubic f e e t of gas would be meaningless, and 

t h a t i t should be based on an i n i t i a l p o t e n t i a l t e s t " ; i s 

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

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

Q. Part of the reason f o r your answer here i s t h a t 

the w e l l i t s e l f i s what you wanted t o — This w e l l was what 

was encroaching, and you wanted i t t o d i r e c t l y a f f e c t the 

w e l l i t s e l f ; i s t h a t correct? 

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

Q. Are you suggesting t o the Examiner today t h a t the 

Examiner should consider p e n a l i z i n g the a c t u a l 700 b a r r e l s 

t h a t are a l l o c a t e d t o the e n t i r e southwest-quarter 

p r o r a t i o n u n i t ? 

A. I'm not necessarily suggesting any method of 

p e n a l i z a t i o n — 

Q. Okay. 

A. — f o r North Dagger Draw w e l l s . 

Q. I was a l i t t l e confused, but I b e l i e v e — what — 

I t h i n k what you were a c t u a l l y proposing was t h a t 

determining of a penalty i s so hard t h a t the Commission 

should — or the D i v i s i o n — the Examiner should consider 

j u s t denying the a p p l i c a t i o n , period? 

A. That's not e x a c t l y what I'm — The de t e r m i n a t i o n 
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of the penalty i s one issue. 

The implementation of t h a t p enalty i s what I have 

a problem w i t h . 

Q. Okay, what i s your recommendation f o r 

implementation? 

A. My recommendation i s t h a t the l o c a t i o n should be 

denied, because I deem there t o be other a l t e r n a t i v e s 

which, although unorthodox, admittedly, would b e t t e r 

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

Q. So b a s i c a l l y you have not made or given or 

rendered an opinion as t o how a penalty should be 

c a l c u l a t e d i n your testimony today? 

A. I cannot t h i n k of a way i n which a pen a l t y could 

be implemented, so there's no p o i n t i n t r y i n g t o c a l c u l a t e 

one. 

MR. ERNEST CARROLL: Okay. May I have j u s t a 

moment, Mr. Catanach? 

EXAMINER CATANACH: Uh-huh. 

(Off the record) 

MR. ERNEST CARROLL: I pass the witness, Mr. 

Catanach. 

EXAMINER CATANACH: I have no questions of t h i s 

witness. 

MR. KELLAHIN: I request the witness be excused. 

C a l l a t t h i s time Mr. Bob Beamer. 
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ROBERT BEAMER. 

the witness h e r e i n , a f t e r having been f i r s t d uly 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. KELLAHIN: 

Q. Mr. Beamer, f o r the record would you please s t a t e 

your name and occupation? 

A. My name i s Bob Beamer, petroleum engineer, 

Conoco, Incorporated, Midland, Texas. 

Q. On p r i o r occasions, Mr. Beamer, have you 

t e s t i f i e d before the D i v i s i o n and q u a l i f i e d as an expert i n 

the f i e l d of petroleum engineering? 

A. Yes, I have. 

Q. Describe f o r us what has been your p a r t i c u l a r 

involvement concerning t h i s case? 

A. I was asked t o look f o r s p e c i f i c instances of 

w e l l - t o - w e l l i n t e r f e r e n c e , which I have done so and have 

prepared testimony i n concert w i t h Mr. Hardie. 

MR. KELLAHIN: We tender Mr. Beamer as an expert 

petroleum engineer. 

EXAMINER CATANACH: Mr. Beamer i s so q u a l i f i e d . 

Q. (By Mr. Ke l l a h i n ) Mr. Beamer, when Conoco became 

aware of Yates 1 request t o have a w e l l encroaching towards 

t h e i r operated p r o p e r t i e s i n the s e c t i o n t o the south — 

which i s your Section 32, I bel i e v e i t i s — how were you 
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made aware of t h e i r A p p l ication? 

A. Through Mr. Hardie. And a c t u a l l y , we f u n c t i o n as 

a r e s e r v o i r management team, and i t came before the team. 

Q. And what are the reasons t o have a g e o l o g i s t and 

an engineer working concurrently w i t h i n your company, 

w i t h i n a c e r t a i n r e s e r v o i r pool? 

A. Well, we t h i n k t h a t i t provides us w i t h b e t t e r 

management of the reserve recovery. 

Q. When we t a l k about your engineering conclusions 

and c a l c u l a t i o n s , t h a t i n f o r m a t i o n has been i n t e g r a t e d , 

then, w i t h Mr. Hardie's geologic conclusions and opinions? 

A. Yes, i t has. 

Q. One of the issues of concern f o r Conoco was the 

p r o x i m i t y of the Yates w e l l t o Conoco's w e l l s i n Section 32 

and i t s proposed Joyce Federal 2 w e l l , was i t not? 

A. Yes. 

Q. How d i d you as a r e s e r v o i r engineer go about 

determining or t r y i n g t o q u a n t i f y whether the encroachment 

t o Conoco, i n order t o solve Yates's topographic problem, 

was going t o be a t your expense? 

A. Well, we looked a t past production h i s t o r i e s on 

e x i s t i n g w e l l s i n the North Dagger Draw f i e l d , s p e c i f i c a l l y 

i n t h i s immediate area. 

Q. What would you be looking f o r ? 

A. Examples of i n t e r f e r e n c e between standard 
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l o c a t i o n s , which would be defined by a s i g n i f i c a n t change 

i n p r o d u c t i o n d e c l i n e r a t e s . 

Q. Why i s t h a t important t o you as a r e s e r v o i r 

engineer? 

A. Well, i t i n d i c a t e s t o me t h a t the w e l l s are 

i n t e r f e r i n g w i t h each other. These w e l l s probably have the 

c a p a b i l i t y of d r a i n i n g greater than 40 acres. A w e l l 

c l o s e r t o our lease n a t u r a l l y increases the drainage from 

our p r o p e r t y and damages the c o r r e l a t i v e r i g h t s . 

Q. Based upon your review and study, how many 

examples were you i n i t i a l l y able t o f i n d of instances where 

w e l l s were a t standard l o c a t i o n s i n t h i s area and y e t 

i n t e r f e r e d w i t h each other? 

A. Well, I'm prepared t o show s i x examples. There 

are others, of course, but I selected these because they 

are more located towards t h i n n i n g sections of the Cisco 

r e s e r v o i r , and we t h i n k i t c e r t a i n l y a p p l i e s more t o our 

s i t u a t i o n . 

Q. Did you apply appropriate r e s e r v o i r judgments, 

then, i n l o o k i n g f o r examples of i n t e r f e r e n c e t h a t could be 

ch a r a c t e r i z e d by you and Mr. Hardie as r e l e v a n t t o what may 

occur i f the Aspden Number 2 w e l l i s d r i l l e d i n t h a t p a r t 

of the r e s e r v o i r ? 

A. Yes. 

Q. And the d i f f e r e n c e , then, i s one of degree, 

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 

150 

i n s o f a r as the Aspden w e l l would be a t an unorthodox 

l o c a t i o n i n r e l a t i o n t o the Conoco well? 

A. I would say so. 

Q. A l l r i g h t , s i r . Let's t u r n t o your work, then. 

I f y o u ' l l look at E x h i b i t Number 6, i d e n t i f y the 

d i s p l a y and then w e ' l l t a l k about what you d i d . 

A. E x h i b i t 6 i s a copy of the Cisco/Canyon dolomite 

isopach map i n the immediate area of concern. We have 

h i g h l i g h t e d s i x w e l l p a i r s t h a t we have found evidence of 

d i r e c t communication between the two w e l l s . 

Q. What k i n d of i n f o r m a t i o n d i d you look a t t h a t 

caused you t o reach t h a t conclusion? 

A. We looked a t the past production h i s t o r i e s on 

each of the w e l l s i n any given w e l l p a i r . 

Q. A l l r i g h t . Let's t u r n — Let's leave E x h i b i t 6 

before you and t u r n t o the f i r s t d i s p l a y of t h a t 

i n f o r m a t i o n , i f y o u ' l l look a t E x h i b i t 7 and look a t the 

top h a l f of E x h i b i t 7. Let's look a t the f i r s t comparison 

of p a i r e d w e l l s . 

A. Okay. F i r s t of a l l , l e t me j u s t c l e a r the 

e x h i b i t f o r you a l i t t l e b i t . 

What's p l o t t e d here are rate-versus-time p l o t s 

f o r two w e l l s . The top one i s comparing the Molly QD 1 

w i t h the Molly QD 2. 

Q. A l l r i g h t . We look at E x h i b i t 6, then, and 
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t h a t ' s over i n the southeast quarter of Section 13. I t ' s 

the upper p o r t i o n of the d i s p l a y on E x h i b i t 6? 

A. That's r i g h t . 

Q. The production i n f o r m a t i o n from the Molly QD 1, 

which i s the w e l l i n the southern p o r t i o n of the s e c t i o n , 

how i s t h a t p l o t t e d on E x h i b i t 7? 

A. I t ' s p l o t t e d as the s o l i d l i n e . 

Q. And what i s the source of t h a t information? 

A. Historic production data, taken from Dwight's. 

Q. I s t h i s a l l your work product? 

A. Yes. 

Q. How d i d you make the engineering judgment about 

the 20-percent d e c l i n e i n the Molly QD 1 well? 

A. That's simply an estimate of mine based on the 

es t a b l i s h e d t r e n d of production. I t ' s p l o t t e d on a 

l o g a r i t h m i c scale. I t ' s a r e l a t i v e l y simple method of 

determining a de c l i n e r a t e , j u s t by lo o k i n g a t the t r e n d , 

s t r a i g h t - l i n e t r e n d . 

Q. P r i o r t o the production on the Molly QD 2 w e l l , 

which w i l l be the dashed l i n e on the d i s p l a y , i f y o u ' l l 

look a t the bottom h o r i z o n t a l scale, t h a t i s i n months, i s 

i t not? 

A. Yes. 

Q. What d i d you approximate t o be the average 

d e c l i n e i n a percentage f o r the Molly QD 1 w e l l f o r the 
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p e r i o d from 1989 through e a r l y 1991? 

A. Well, my estimate i s approximately 2 0 percent. 

There are d i f f e r e n c e s i n the production r a t e s . I'm not 

aware of what caused those. The main infe r e n c e , however, 

i s t h a t the d e c l i n e r a t e appears t o be steady and f a i r l y 

uniform. 

Q. A l l r i g h t . I n 1992, then, the pr o d u c t i o n on t h a t 

w e l l increases, does i t not? 

A. Yes. 

Q. I t steps up s l i g h t l y on the curve? 

A. I t steps up s i g n i f i c a n t l y . 

Q. A l l r i g h t . What — Do you know what the reason 

was f o r t h a t ? 

A. No, I don't. I assume t h a t t h e r e was some 

remedial work done. 

Q. A l l r i g h t . And then the w e l l e s t a b l i s h e s another 

d e c l i n e ; i s t h a t — 

A. I n my opinion, i t e s t a b l i s h e s the same 20-percent 

d e c l i n e . 

Q. A l l r i g h t . And then s t a r t i n g i n 1992, c o n t i n u i n g 

through 1993, there i s another d e c l i n e e s t a b l i s h e d f o r 

product i o n from t h a t well? 

A. That's r i g h t . 

Q. What i s t h a t decline? 

A. Well, I've estimated i t t o be about 70 percent 
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per year. 

Q. Did you i n v e s t i g a t e t o determine what, i n 

reasonable engineering p r o b a b i l i t y , was the exp l a n a t i o n f o r 

having the Molly QD 1 w e l l go from a 2 0-percent d e c l i n e 

r a t e t o a 70-percent decline rate? 

A. Well, I looked i n the immediate v i c i n i t y t o see 

whether any other w e l l was completed or put on pro d u c t i o n 

a t roughly t h a t time t h a t could have caused t h a t change. 

Q. And what d i d you fi n d ? 

A. I found t h a t the Molly QD 2 was completed 

approximately September of 1991, and t h a t t h a t appears t o 

have i n t e r f e r e d w i t h and s i g n i f i c a n t l y changed the d e c l i n e 

r a t e on the Molly QD 1. 

Q. The Molly QD 2 decline production p r o f i l e i s the 

dashed l i n e ? 

A. That's r i g h t . 

Q. I s i t of engineering s i g n i f i c a n c e t o you t h a t i n 

1992 and 1993, both these w e l l s have e s t a b l i s h e d the same 

percentage of dec l i n e a t approximately 70 percent? 

A. Well, i t i n d i c a t e s t o me t h a t they're d r a i n i n g 

e s s e n t i a l l y the same r e s e r v o i r . 

Q. Does i t i n d i c a t e t o you anything concerning t h e i r 

i n t e r f e r e n c e w i t h each other? 

A. I ' d say t h a t the Molly QD 2 has d e f i n i t e l y 

i n t e r f e r e d w i t h the performance of the Number 1 w e l l , and 
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i t was f a i r l y quick. I ' d estimate about th r e e months. 

Q. Let's go t o the next example, the bottom h a l f of 

E x h i b i t 7, i f y o u ' l l lead us through the example, going 

back t o E x h i b i t 6, showing us the w e l l p a i r s and d e s c r i b i n g 

what occurs. 

A. We're loo k i n g at Lehman 1 versus Lehman 11, and 

i t ' s j u s t east of the w e l l p a i r t h a t was p r e v i o u s l y t a l k e d 

about, southwestern quarter of Section 18. 

Again, a long p e r i o d of e s t a b l i s h e d p r o d u c t i o n on 

the Lehman 1 of about 30-percent d e c l i n e . 

Approximately four months a f t e r t he Lehman 11 was 

completed, there's a noticeable change, increase i n the 

average d e c l i n e r a t e , which i s p a r a l l e l e d by the Lehman 

Number 11. And again, I a t t r i b u t e t h a t t o i n t e r f e r e n c e 

e f f e c t s . 

Q. A l l r i g h t , s i r , l e t ' s go now t o E x h i b i t 8 and 

look a t the top h a l f of t h a t d i s p l a y and look a t the p a i r , 

Dagger 4 and Dagger 10. 

A. Dagger 4 and Dagger 10 are located i n the 

southwest quarter of Section 19. 

We see the same general t r e n d , a s t a b i l i z e d 

p e r i o d of es t a b l i s h e d d e c l i n e by the Dagger 4 w e l l , a l t e r e d 

soon a f t e r the Dagger Number 10 w e l l was completed. 

Q. What's your conclusion? 

A. I n t e r f e r e n c e , and i t appears t o me, again, t h a t 
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they've es t a b l i s h e d s i m i l a r d e c l i n e trends, which t o me 

i n d i c a t e s d r a i n i n g a common r e s e r v o i r . 

Q. A l l r i g h t , the bottom h a l f of E x h i b i t 8, describe 

those p a i r s and what your conclusion i s . 

A. The Pincushion 1 and the Dagger ZW 3 are located 

i n the southwest quarter of Section 30. 

Again, the Pincushion 1 was the i n i t i a l w e l l on 

completion and established 30-percent d e c l i n e , changed 

s i g n i f i c a n t l y as soon as the Dagger ZW 3 was completed. 

Again, i n my opinion, d i r e c t r e s u l t of w e l l - t o - w e l l 

i n t e r f e r e n c e . 

Q. S i r , i f y o u ' l l t u r n t o E x h i b i t 9, again l e t ' s 

look a t the top p a i r on t h a t d i s p l a y sheet and f i n d t h e i r 

l o c a t i o n on E x h i b i t 6. 

A. The State 3 and the State 8, which are loc a t e d i n 

the northwest quarter of Section 36. 

The State 3 was the f i r s t w e l l completed. I t ' s 

one of the f a r t h e s t w e l l s on the western edge of the 

r e s e r v o i r . 

I t looks l i k e i t e s t a b l i s h e d about a 45-percent 

d e c l i n e , beginning i n 1991. Rather dramatic e f f e c t when 

State 8 was completed, s i g n i f i c a n t change i n d e c l i n e r a t e . 

Again, p a r a l l e l trends from the two w e l l s . 

Q. A l l r i g h t , s i r . Then the f i n a l p a i r , the bottom 

h a l f of E x h i b i t 9, locate those two w e l l s on E x h i b i t 6. 
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A. These are j u s t immediately east of the l a s t p a i r , 

State 5 and State 7, located i n the northeast q u a r t e r of 

Section 36. 

The State 5 w e l l was completed f i r s t , e s t a b l i s h e d 

d e c l i n e . A s i g n i f i c a n t change i n d e c l i n e r a t e when the 

Number 7 w e l l was completed. 

A l l of these are e s s e n t i a l l y s t a n d a r d - l o c a t i o n 

40-acre w e l l s . 

The inference i s t h a t i n t e r f e r e n c e can occur very 

q u i c k l y , even on a standard w e l l l o c a t i o n . 

Q. Provide us your engineering conclusions, then, 

w i t h regards t o opinions you may have about approving t h i s 

unorthodox l o c a t i o n t h a t Yates i s requesting. 

A. Well, we oppose i t on the basis t h a t i t i s 

encroaching on us, i t provides us w i t h less than a f u l l 40-

acre drainage area. 

We are a t r i s k anyway, being c l o s e r t o the edge 

of the dolomite fairway. We're downstructure. 

We r e q u i r e a 40-acre drainage i n order t o develop 

a commercial l o c a t i o n . Their encroachment i s going t o deny 

us t h a t f u l l 40-acre drainage. 

Q. Have you, i n conjunction w i t h Mr. Hardie, 

examined the parameters by which a production p e n a l t y might 

be h y p o t h e t i c a l l y imposed upon the Yates l o c a t i o n ? 

Q. Well, we've discussed i t , and Mr. Hardie has 
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expressed Conoco's opinion and t h a t i t would be very 

d i f f i c u l t t o implement. 

Q. And do you concur i n t h a t opinion? 

A. I do. 

Q. And i n f a c t , you were p a r t of the t e c h n i c a l team 

t h a t ended up i n t h a t conclusion, t h a t you could not c r a f t 

a p r a c t i c a l , appropriate penalty f o r t h i s p a r t i c u l a r case? 

A. That's t r u e . 

MR. KELLAHIN: That concludes my examination of 

Mr. Beamer. 

We move the i n t r o d u c t i o n of h i s E x h i b i t s 6 

through 9. 

EXAMINER CATANACH: E x h i b i t s 6 through 9 w i l l be 

admitted as evidence. 

Mr. C a r r o l l ? 

MR. ERNEST CARROLL: Thank you, Mr. Catanach. 

CROSS-EXAMINATION 

BY MR. ERNEST CARROLL: 

Q. Mr. Beamer, i n looking a t E x h i b i t 6 you have not 

chosen t o analyze any we l l s i n Section 29, have you? 

A. I n Section 29? That's t o the n o r t h — or 

t h a t ' s — That's the s e c t i o n of discussion; i s t h a t 

c o r r e c t ? 

Q. That's c o r r e c t . 

A. I don't be l i e v e the data was a v a i l a b l e t o us, 
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produc t i o n data. We don't own an i n t e r e s t . Binger Number 

1, perhaps, but I don't r e c a l l l o o king a t t h a t p a r t i c u l a r 

w e l l . 

Q. A l l of your examples are a t l e a s t one m i l e 

distance, and some of them go as high as two, two and a 

h a l f miles? 

A. That's r i g h t . 

Q. I n lo o k i n g at your E x h i b i t s 7, 8 — 7, 8 and 9, 

you say — you're measuring here d e c l i n e of something; i s 

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

A. Apparent d e c l i n e r a t e on o i l p r o d u c t i o n , yes, 

s i r . 

Q. A l l r i g h t . This decline r a t e i s the o i l o n l y ; i s 

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

A. Yes, s i r . 

Q. The w e l l s i n both North and South Dagger Draw are 

high-volume f l u i d producers, are they not? 

A. T y p i c a l l y . 

Q. And so these w e l l s and a l l of the w e l l s which you 

analyzed, the s i x p a i r s , are producers of high volumes of 

o i l , water and gas? 

A. They can be. 

Q. Well, are any of the s i x p a i r s t h a t you have 

analyzed f a l l outside of t h a t category where they do not 

produce high volumes of water and o i l ? 
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A. I n i t i a l l y they had produced high r a t e s , yes. 

Q. A l l r i g h t . Now, your charts i n a l l t h r e e 

e x h i b i t s do not measure the t o t a l amount of f l u i d 

p r o d u c t i o n , do they? 

A. No, they don't. 

Q. So q u i t e f r a n k l y , the t o t a l amount of f l u i d t h a t 

i s being produced by each of these w e l l s , i n a l l 

l i k e l i h o o d , they haven't changed throughout t h i s p e r i o d of 

prod u c t i o n f o r e i t h e r of the wells? 

A. I'm not sure t h a t I would agree w i t h t h a t . 

Q. Well, have you done a study where you have shown 

t h a t the a c t u a l f l u i d r a t e s producing by each of these 

p a i r s have declined, the same way t h a t the o i l has 

declined? 

A. Not f o r my p a r t i c u l a r instance. This was 

prepared simply f o r s i m p l i c i t y . 

Q. I n f a c t , i t i s so simple t h a t , r e a l l y , what 

you're measuring here may be merely the p h y s i c a l 

l i m i t a t i o n s of the pumps t h a t are downhole i n these w e l l s , 

aren't you? 

A. I don't t h i n k so. I suspect t h a t most operators 

out t h e r e are t r y i n g t o pump these w e l l s o f f . 

Q. Well, what I'm t a l k i n g about i s your e x h i b i t s , 

not the experience of the operators out t h e r e . I t h i n k — 

I s n ' t i t t r u e t h a t a l l t h i s — t h a t these e x h i b i t s j u s t 
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show a very small p a r t of the p i c t u r e , don't they? 

A. They show the p a r t of o i l t h a t i s s o l d . 

Q. O i l t h a t i s sold. 

A l l r i g h t , l e t ' s look a t f i r s t E x h i b i t Number 7. 

Can you t e l l me t h a t i n the are t o the r i g h t of t h i s — on 

the Molly QD 1 and QD 2, where we have an e s t a b l i s h e d 70-

percent d e c l i n e , d i d the l i q u i d s d e c l i n e a t the same 70-

percent rate? 

A. I cannot answer t h a t r i g h t now. 

Q. A l l r i g h t . Now, l e t ' s go back i n t o about the 

middle p a r t of t h i s — Okay. 

Now, l e t ' s look about, s t a r t i n g the middle of 

1991 — 

A. Uh-huh. 

Q. — on the Molly QD 1 and QD 2. 

A. Yes. 

Q. A l l r i g h t . We see i n about March or A p r i l a 

dramatic jump i n production, the amount of pr o d u c t i o n , do 

we not? 

A. Yes, s i r . 

Q. Can you t e l l me why t h a t happened? 

A. I t h i n k I t e s t i f i e d t h a t I could not. 

Q. I s n ' t i t t r u e t h a t some remedial a c t i o n , such as 

changing the size of the downhole pump or i n s t a l l i n g a 

downhole pump, could have caused tha t ? 
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A. That's very possible. 

Q. Very poss i b l e . 

A l l r i g h t , now, l e t ' s move j u s t s l i g h t l y f u r t h e r , 

and you draw a l i n e , and t h i s would be f o r the bottom w e l l , 

which would — Well i t ' s the Molly QD 1. And you show — 

You've drawn a s t r a i g h t l i n e t o show your 7 0-percent 

d e c l i n e , have you not? 

A. Yes. 

Q. A c t u a l l y , the p o i n t where the d e c l i n e s t a r t s i s 

not i n December of 1991, but i s a c t u a l l y more l i k e J u l y or 

August of 1991, i s n ' t i t ? 

A. The p o i n t t h a t f a l l s on t h a t l i n e , yes. I'm 

simply t r y i n g t o s e l e c t trends. 

Q. A l l r i g h t . So — But then l e t ' s look. I f the 

de c l i n e s t a r t s i n about August of 1991, the Molly QD 2 

d i d n ' t come on t i l l about t h a t same per i o d of time, d i d i t ? 

A. Let's go back. I must have missed something. 

S t a r t your time reference again, please. 

Q. A l l r i g h t , 1991 — 

A. A l l r i g h t . 

Q. — we look at where the t r u e d e c l i n e begins, the 

70-percent d e c l i n e . I t a c t u a l l y begins somewhere i n the 

area of about August of 1991? 

A. That's subject t o i n t e r p r e t a t i o n . 

Q. Y o u ' l l agree w i t h me some engineers would say 
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t h a t 1 s when i t started? 

A. Absolutely. 

Q. Okay. Now, we look a t the beginning p o i n t or the 

p o i n t t h a t the Molly QD 2 — Now, was t h i s beginning p o i n t , 

was t h a t when i t was a c t u a l l y put on production? 

A. I f you bel i e v e the s t a t e production records, t h a t 

would be the time i t ' s put on production. 

Q. Now, the Molly QD 1 and QD 2 are not Conoco-

operated w e l l s , then? 

A. That's r i g h t . 

Q. Okay. So you j u s t went t o the records t o get 

your information? 

A. Absolutely, p u b l i c records. 

Q. And you're t e l l i n g me t h a t there was no p u b l i c 

record a v a i l a b l e f o r Section 29? 

A. We've t r i e d t o get Dwigh t ' s data f o r the past 

year and a quarte r , roughly, and i t ' s not a v a i l a b l e . 

Q. Okay. So — But looking a t your graph here — 

A. Excuse me, i t also requires a c e r t a i n amount of 

time t o e s t a b l i s h trends. 

Q. Uh-huh. 

A. I'm not sure when these w e l l s i n 29 were put on 

pro d u c t i o n , but you — I t i s r e q u i r e d t o have some time of 

prod u c t i o n t o e s t a b l i s h a t r e n d . 

Q. But you d i d n ' t i n v e s t i g a t e when the Boyd 1, the 
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3, the Binger, the Boyd 2 were d r i l l e d , d i d you? 

A. I b e l i e v e I s t a t e d t h a t these s i x w e l l p a i r s were 

not the only w e l l p a i r s t h a t I had i d e n t i f i e d i n t e r f e r e n c e 

w i t h . I selected these because they more f i t our needs. 

Q. Your needs, a l l r i g h t . 

Let's look back a t the beginning p o i n t o f — The 

Molly 2 goes on production i n about August, and the Molly 1 

immediately begins t o d e c l i n e . 

Are you implying t o the Examiner t h a t these w e l l s 

have an immediate i n f l u e n c e upon the o f f s e t t i n g p a i r ? 

A. Well, i f you look a t trends, i t would appear t o 

be. 

Q. Well, Mr. Beamer, you know t h a t i n the r e a l world 

t h a t doesn't happen, don't you? 

A. I won't say i t doesn't. 

Q. You won't say t h a t . You've never encountered i t , 

have you? 

A. I see evidence of i t . 

Q. Well, what you see i s t h i s evidence on t h i s 

chart? 

A. Well, t h a t ' s r i g h t . 

Q. But you're not t a l k i n g about, on t h i s c h a r t , 

t o t a l f l u i d production, are you? 

A. T o t a l f l u i d production i s not p l o t t e d . 

Q. A l l r i g h t . Can you t e l l me and e x p l a i n — t o a l l 
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of us i n t h i s room, because I t h i n k we'd a l l be i n t e r e s t e d 

i n — how do you determine i n the North and South Dagger 

Draw f i e l d s the r e l a t i o n s h i p between the water and the o i l 

t h a t i s i n t h a t r e s e r v o i r ? How do you e x p l a i n t h a t ? 

A. The r e l a t i o n s h i p — 

Q. How do we know what the o i l column i s going t o be 

a t any given area? What are the parameters, what are the 

p h y s i c a l p r o p e r t i e s or r u l e s t h a t govern t h a t ? 

A. Well, I would say i n i t i a l w e l l t e s t s . C e r t a i n l y 

logs are not very much of an i n f l u e n c e , because they're 

very d i f f i c u l t t o evaluate. Production t e s t s , whatever. 

Q. Well, Mr. Beamer, what I'm i n t e r e s t e d i n i s , what 

r u l e s t e l l you how much of the t o t a l volume i s going t o be 

o i l a t any given time, as opposed t o water? 

A. I b e l i e v e both Yates and Conoco have estimated 

t h a t an o i l - w a t e r contact i n t h i s r e s e r v o i r i s about minus 

4300 f e e t . 

Q. I'm not t a l k i n g about o i l - w a t e r c o ntact. I'm 

t a l k i n g about when t h a t stream i s proposed, i t ' s composed 

of three c o n s t i t u e n t s : gas, o i l and water. 

How can you determine — What are the r u l e s t h a t 

t e l l you t h a t you can s p e c i f i c a l l y know, one, t h a t each of 

these two w e l l s i n each of these p a i r s are going t o produce 

a t the same p r o p o r t i o n as the other well? 

And, two, how do you determine those proportions? 
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A. You can't. 

Q. That's what I thought. 

Now, Mr. — You've t o l d me t h a t Conoco doesn't 

operate the Molly 1 and the Molly 2; t h a t ' s c o r r e c t , i s n ' t 

i t ? 

A. That's r i g h t . 

Q. Now — So you've not done any s t u d i e s t o 

determine, w i t h respect t o t h i s d e c l i n e of o i l and the f a c t 

they are going a t the same r a t e — you don't know, then, i f 

they are using the same size pump and whether or not those 

pumps are producing a t t h e i r maximum, do you? 

A. No, I don't. 

Q. And you don't know t h a t i f they put i n a l a r g e r 

pump i n one of these w e l l s , t h a t you could a c t u a l l y produce 

more f l u i d , do you? 

A. I would assume you would, i f you put i n a bigger 

pump. 

Q. And i f you d i d t h a t , the o i l r a t e would go up, 

wouldn't i t ? 

A. Very possible. 

Q. And i t could skew, then, t h i s f a c t t h a t these two 

d e c l i n e r a t e s t r a c k each other, couldn't i t ? 

A. I t h i n k i t ' s — has t o be a l i t t l e b i t more than 

coincidence t h a t almost a l l of these w e l l p a i r s e s t a b l i s h e d 

p a r a l l e l trends of d e c l i n e once the second w e l l i s put on 
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production. 

Q. Well, Mr. Beamer, maybe i t ' s because of the 

methodology you used. 

As I look a t what you've p r e d i c t e d here on 

E x h i b i t 6, you have picked w e l l s w i t h i n the same p r o r a t i o n 

u n i t s . You have never crossed p r o r a t i o n - u n i t l i n e s . 

Now, i f your — and l e t ' s take the top example, 

the Molly 1 and the 2. I f your a n a l y s i s between the Molly 

1 and the 2 are the same, then you should be able t o say 

t h a t the Molly 1 and the Lehman Federal should l i k e w i s e be 

the same, shouldn't you? 

A. A l l I'm saying i s t h a t 40-acre standard l o c a t i o n s 

w i l l e x h i b i t i n t e r f e r e n c e e f f e c t s . 

Q. And i f we look a t your E x h i b i t Number 7, we see 

t h a t your Molly 1 has a 70-percent d e c l i n e , but the Lehman 

1 has a 52-percent d e c l i n e . Frankly, these d e c l i n e r a t e s 

may be j u s t subject t o the d i f f e r e n t operators' procedures, 

i s n ' t i t ? 

A. I don't t h i n k so. Lehman 1 and the Lehman 11 are 

both i n a t h i c k e r r e s e r v o i r . The Molly w e l l s are a t the 

western edge of the r e s e r v o i r . 

Q. Well, Mr. Beamer, you w i l l agree w i t h me t h a t 

when a w e l l — i f a w e l l i n t e r f e r e s w i t h another w e l l , the 

i n t e r f e r e n c e w i l l be concentric i n a l l d i r e c t i o n s , not j u s t 

i n a north-and-south d i r e c t i o n ; i s t h a t r i g h t ? 
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A. I'm not saying t h a t t h i s i s the only i n t e r f e r e n c e 

e f f e c t . I'm showing i n t e r f e r e n c e e f f e c t s between two 

standard l o c a t i o n s . 

Q. Okay, and the Lehman 1 — Well, the Lehman Two 

[ s i c ] , you don't see the same e f f e c t , though, from the 

Molly 2 t o the Lehman Two, do you? 

A. From the Lehman — What? 

Q. The Lehman Two and the Molly 2? 

A. The Lehman 1, the Lehman 11? 

MR. FANT: That's the 11. 

MR. ERNEST CARROLL: I s i t the 11? I'm s o r r y , I 

thought t h a t was a Roman numeral. 

THE WITNESS: So you're comparing i t t o what? 

Q. (By Mr. Ernest C a r r o l l ) I'm j u s t saying t h a t 

you've compared the w e l l s n o r t h and south. What i f we 

compare east-west, you don't show — The drainage e f f e c t i s 

not the same because your d e c l i n e r a t e s on E x h i b i t 7 are a 

s i g n i f i c a n t d i f f e r e n c e ? 

A. Well, I guess four of my s i x w e l l p a i r s are 

o r i e n t e d north-south. We might i n f e r , then, t h a t we have a 

dramatic i n t e r f e r e n c e e f f e c t t o expect between Aspden 2 and 

the Joyce Federal 2. 

Q. Or we might i n f e r t h a t there are s u b s t a n t i a l 

d i f f e r e n c e s i n the way operators produce t h e i r wells? 

A. You could i n f e r t h a t . 
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Q. Now, l e t ' s drop down t o the Lehman 1 and the 

Lehman Two, and l e t ' s look — I t looks t o me l i k e t he — 

excuse me, Lehman 11, I apologize — the Lehman 11 began 

producing i n about June, Ju l y of 1991; i s t h a t c o r r e c t ? 

A. Yes. 

Q. And the a c t u a l decline — and we see a very 

s i g n i f i c a n t d e c l i n e a c t u a l l y s t a r t e d a couple of months 

p r i o r t o t h a t on the Lehman Number 1; i s n ' t t h a t true? 

A. On the Lehman 1? 

Q. Yes. 

A. I would suggest t h a t the es t a b l i s h e d 30-percent 

d e c l i n e on the Lehman 1 c a r r i e d through, oh, probably 

October of 1991. 

Q. Yeah, but l e t ' s look a t j u s t a few months p r i o r 

t o t h a t . We see a dramatic increase. 

I t ' s q u i t e possible t h a t t h a t operator went out 

ther e and put a l a r g e r pump or changed some of the pumping 

procedures or something, which, one, r e f l e c t e d i n a very 

l a r g e increase i n production, and then accounts f o r the 

d e c l i n e of the production of o i l ; i s n ' t t h a t true? 

A. Yes. 

Q. And anyway, j u s t l o o king at the — j u s t from 

v i s u a l l y l o o k i n g a t t h i s diagram, one could a t l e a s t draw 

the conclusion t h a t the Lehman 11 began having an e f f e c t on 

the Lehman 1 p r i o r t o i t even going on prod u c t i o n . That's 
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what t h i s diagram says? 

A. Subject t o i n t e r p r e t a t i o n . I contend t h a t my 

examples show i n t e r f e r e n c e between standard 4 0-acre w e l l 

l o c a t i o n s . 

Q. And i n every case, when you look a t E x h i b i t 8 and 

9, t h a t when you do the analysis of when the second w e l l 

came on, the dec l i n e had already s t a r t e d p r i o r t o the 

second w e l l being put on production? That's shown i n every 

one of your e x h i b i t s ? 

A. No, I disagree. 

Q. Well, which one doesn't i t show? 

A. Well, l e t ' s look a t State 5 and 7, f o r instance. 

Q. A l l r i g h t . Again, what the p o i n t here i s where 

you show a d i f f e r e n c e from a 3 0-percent — where you choose 

t o place the l i n e between a 30-percent d e c l i n e and a 75-

percent d e c l i n e ; i s n ' t t h a t why you see t h a t ? 

A. Yes. 

Q. But the w e l l , f i r s t of a l l , was i n a d e c l i n e 

throughout t h a t e n t i r e p e r i od, wasn't i t ? 

A. I don't t h i n k there's any disagreement over t h a t . 

Q. A l l r i g h t . And i n f a c t , i t might be — some 

engineers might say the t r u e d ecline should be measured up 

through February of 1992, r a t h e r than beginning i n J u l y of 

1992; i s n ' t t h a t true? 

A. Some could. 
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Q. Yes. 

Well, l e t me ask your opinion as t o t h i s 

question. I f we were t o go and f i n d out t h a t t h e r e was no 

drop i n f l u i d production, would you agree w i t h me t h a t you 

could not — i f t o t a l f l u i d production — the d e c l i n e i n 

t o t a l f l u i d production stayed the same — Well, excuse me. 

Let me — I'm g e t t i n g my question messed up. 

I f the t o t a l f l u i d production i s not a f f e c t e d , 

then you cannot say t h a t these w e l l s a c t u a l l y i n t e r f e r e d , 

can you? 

A. I don't b e l i e v e t h a t ' s the s i t u a t i o n . Reservoir 

pressure i s d e c l i n i n g c o n s t a n t l y . 

Q. Well, j u s t t o account f o r constant — Well, I 

guess what the question r e a l l y i s , Mr. Beamer, shouldn't 

you r e a l l y be measuring t o t a l f l u i d p r oduction r a t h e r than 

o i l production? 

A. I see a problem i n t h a t , i n t h a t we don't s e l l 

water, so what records do you take f o r water production? 

Q. Well, then, I guess you can a u t o m a t i c a l l y p r e d i c t 

how much water t h a t your lease i s going t o produce, as 

opposed t o o i l ? 

A. We make every reasonable e f f o r t t o keep t r a c k of 

water production. But again, the records would not be very 

c l e a r . 

Q. I n other words, you can't t e l l t h i s D i v i s i o n 
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Examiner t h a t underlying your southwest — or your 

northwest quarter of Section 32, t h a t you've got X amount 

of o i l and X amount of water, and you cannot t e l l t h a t 

D i v i s i o n Examiner t h a t r e a l l y what might be a f f e c t e d would 

be the production of water r a t h e r than the pr o d u c t i o n of 

o i l ? 

You have no science a v a i l a b l e t o you t o p r e d i c t 

the d i f f e r e n c e s ? 

A. Well, I would submit t h a t they were both 

d e c l i n i n g . 

Q. They were both d e c l i n i n g . But you cannot t e l l 

t h i s Examiner t h a t they w i l l d e c l i n e a t the same r a t e or i n 

the same proportion? 

A. Not wit h o u t p l o t t i n g the data. 

Q. And you've never attempted t o do t h a t , have you? 

A. I have not. 

Q. As I understand your testimony, you have — 

B a s i c a l l y , you're of the opinion t h a t the Commission has 

two a l t e r n a t i v e s a v a i l a b l e t o i t here. 

The f i r s t a l t e r n a t i v e i s j u s t deny the 

A p p l i c a t i o n t o allow t h a t w e l l t o be d r i l l e d a t t h a t 

l o c a t i o n , the unorthodox location? 

A. Yes. 

Q. And t h a t i s , i n your e s t i m a t i o n , what you would 

recommend? 
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A. From Conoco's p o i n t of view, a b s o l u t e l y . 

Q. And as I understood i t , you d i d n ' t recommend a 

penal t y — I f the Commission decides t h a t i t won't do t h a t , 

but does decide t o grant the permit t o d r i l l a t t h i s 

l o c a t i o n , you d i d not recommend a penalty; i s t h a t c o r r e c t ? 

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

MR. ERNEST CARROLL: I would pass the witness, 

Mr. Catanach. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Beamer, how does the water c u t i n these 

w e l l s , how does t h a t t y p i c a l l y occur? Does t h a t occur i n 

uniform fashion? The water cut increases as pr o d u c t i o n 

goes on? 

A. Much of the water-cut performance i s r e l a t e d t o 

how the w e l l i s completed, where i s the lowest p e r f o r a t i o n ? 

So i t can vary s i g n i f i c a n t l y . 

Q. Can the water cut i n a w e l l a b r u p t l y change a t 

any p o i n t i n time? 

A. I would say an abrupt change would be caused by 

some mechanical occurrence, r a t h e r than r e s e r v o i r — I 

don't r e a l l y a n t i c i p a t e an abrupt change i n the r e s e r v o i r 

f l u i d p roduction. 

Q. Okay. Again, i t ' s my understanding, as i t i s 

Yates', t h a t Conoco f i r s t l y recommends t h a t t h i s l o c a t i o n 
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be denied? 

A. Yes. 

Q. Conoco i s u n w i l l i n g t o submit a proposed p e n a l t y 

f o r t h i s well? 

A. We have not considered a penalty f o r the reasons 

s t a t e d , t h a t we — i t ' s d i f f i c u l t f o r us t o see how i t 

would be enforced. 

Q. I s i t your opinion t h a t i t cannot be enforced? 

A. I don't t h i n k there are — w i t h the State 

accounting system, I'm not sure how i t can be enforced. I 

don't know how you would t r a c k and apply a pen a l t y t o a 

s i n g l e w e l l i n t h i s f o u r - w e l l p r o r a t i o n u n i t . 

Q. I f you were t o keep t r a c k — an accurate t r a c k of 

what the p a r t i c u l a r w e l l was capable of producing, could 

you then i n s t i t u t e a penalty against t h a t w e l l , and would 

i t be e f f e c t i v e ? 

A. That's possible. We haven't discussed the 

pena l t y s i t u a t i o n . 

EXAMINER CATANACH: I have no f u r t h e r questions 

of Mr. Beamer. 

Anything f u r t h e r ? 

MR. KELLAHIN: Not w i t h t h i s witness, Mr. 

Examiner. 

Mr. Examiner, we a t t h i s time would move the 

i n t r o d u c t i o n of what I've marked as Conoco E x h i b i t Number 
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12. This i s the sworn testimony, i n c l u d i n g d i r e c t and 

cross-examination, of Dr. Boneau before t h i s agency and a 

c e r t i f i e d c o u r t r e p o r t e r . 

I t includes i n the back of the proposed e x h i b i t 

a l l of Dr. Boneau's e x h i b i t s , w i t h the a d d i t i o n of Yates 

E x h i b i t 1, which was a l o c a t o r map. 

The testimony here i s by Yates' engineer 

concerning the implementation and c o n s t r u c t i o n of a penalty 

i n the northwest quarter of Section 31, which we've 

described e a r l i e r i n the pre s e n t a t i o n . 

The reason i t i s submitted t o you are f o r the 

various admissions t h a t Dr. Boneau has made t h a t are 

bi n d i n g upon the Applicant today. 

I t i s cont r a r y t o and i n c o n s i s t e n t w i t h the 

pr e s e n t a t i o n made by Mr. Fant. I t includes a number of 

reasons why, despite h i s best e f f o r t s , Dr. Boneau was 

unable t o c r a f t an appropriate penalty, a t the conclusion 

of which, on page 174, I asked Dr. Boneau, " I t h i n k I 

misunderstand the question. That penalty i s not your 

recommendation, i s i t , Dr. Boneau?" 

His answer i s , "No, no, my recommendation was 

t h a t the t h i n g be denied because of the problems of 

implementing such a penalty." 

We t h i n k i t ' s r e l e v a n t , and we would request t h a t 

t h i s p o r t i o n of the t r a n s c r i p t t h a t d i r e c t l y r e l a t e s t o the 
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t o p i c of the c o n s t r u c t i o n of the penalty and i t s 

implementation and enforcement be introduced i n t o the 

record of t h i s case. 

MR. ERNEST CARROLL: Mr. Catanach, I'm going t o 

ob j e c t t o the c o n s i d e r a t i o n of t h i s hearing, because Mr. 

K e l l a h i n i s t a k i n g these opinions addressed by Mr. Boneau 

t o t a l l y out of context. 

I f you — I believe — You were the Hearing 

Examiner. The issue here was the f a c t t h a t t h e r e were 

orthodox l o c a t i o n s t h a t were a v a i l a b l e . That's why Yates 

took the p o s i t i o n t h a t there should be no pena l t y proposed 

under those circumstances, because they d i d have — and I 

t h i n k t h a t ' s what they ended up d r i l l i n g t h i s w e l l on an 

orthodox l o c a t i o n . 

This i s not a p p l i c a b l e here. I t ' s t o t a l l y 

i r r e l e v a n t . This s t u f f i s taken out of context and has no 

relevance today, and I would ob j e c t t o any c o n s i d e r a t i o n 

because of t h a t . 

MR. KELLAHIN: Mr. C a r r o l l misstates the issue. 

Dr. Boneau's testimony was w i t h regards t o 

c o n s t r u c t i n g a penalty formula, and i t had nothing t o do 

w i t h the other t o p i c i n t h a t case about the a l t e r n a t i v e 

surface l o c a t i o n , and i t i s d i r e c t l y r e l e v a n t . 

I have included h i s e n t i r e p r e s e n t a t i o n , both the 

d i r e c t and the cross. 
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MR. ERNEST CARROLL: Again, Mr. Examiner, I 

disagree w i t h Mr. K e l l a h i n . 

You were there. He doesn't present a l l of the 

testimony. And the only way — This i s j u s t an excerpt 

t h a t i s taken out of context, i t ' s i n a p p r o p r i a t e . 

The only way t h a t anything should be considered 

from t h a t hearing would be the e n t i r e t r a n s c r i p t , which 

then explains the p o s i t i o n of Yates w i t h respect t o t h a t 

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

EXAMINER CATANACH: Mr. C a r r o l l , what I w i l l do 

i s , I w i l l review the e n t i r e t r a n s c r i p t , and I w i l l see f o r 

myself i f i t ' s r e l e v a n t t o t h i s case, and I w i l l make t h a t 

d etermination on my own. 

I w i l l admit t h i s i n t o evidence i n t h i s case, and 

I — as s t a t e d , I w i l l review the whole t r a n s c r i p t . 

MR. ERNEST CARROLL: Thank you. 

MR. KELLAHIN: That concludes our p r e s e n t a t i o n of 

evidence, Mr. Examiner. 

I t ' s already 12:20. Mr. C a r r o l l and I can 

probably t a l k the r e s t of the day about what we t h i n k you 

ought t o do. 

I f you p r e f e r , I w i l l waive c l o s i n g arguments and 

simply submit a proposed order i n the case and l e t you 

consider handling i t i n t h a t manner. 

I f you p r e f e r t o have argument of counsel, I'm 
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prepared t o go forward. 

I t ' s c e r t a i n l y your d e c i s i o n , Mr. Examiner. 

EXAMINER CATANACH: Mr. C a r r o l l , are you t o 

MR. ERNEST CARROLL: I would concur i n Mr. — 

EXAMINER CATANACH: — c l o s i n g statements? 

MR. ERNEST CARROLL: — K e l l a h i n ' s statements. 

EXAMINER CATANACH: Thank you. 

MR. ERNEST CARROLL: I would l i k e — i f — the 

Examiner t o please t e l l us i f he wishes a proposed order t o 

be submitted. 

EXAMINER CATANACH: I do, from both p a r t i e s , i f I 

MR. ERNEST CARROLL: What k i n d of time frame 

EXAMINER CATANACH: Wit h i n two weeks. 

MR. ERNEST CARROLL: Two weeks. 

EXAMINER CATANACH: I s there anything f u r t h e r ? 

MR. KELLAHIN: No, s i r . Thank you. 

EXAMINER CATANACH: There being no t h i n g f u r t h e r , 

Case 11,235 w i l l be taken under advisement. 

Thereupon, these proceedings were concluded a t 

waive — 

could. 

would you l i k e t h a t t o be submitted? 

12:25 p .m.) 

* * * 
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