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EXAMINER CATANACH: C a l l t h e h e a r i n g t o 

o r d e r t h i s m o r n i n g . At t h i s t i m e w e ' l l c a l l Case 

10544. 

MR. STOVALL: A p p l i c a t i o n o f Ya t e s 

P e t r o l e u m C o r p o r a t i o n f o r an u n o r t h o d o x gas w e l l 

l o c a t i o n , Eddy County, New Mexi c o . 

EXAMINER CATANACH: Are t h e r e 

a p p e a r a n c e s i n t h i s case? 

MR. VANDIVER: Mr. Examiner, my name i s 

D a v i d V a n d i v e r , o f t h e A r t e s i a law f i r m o f F i s k & 

V a n d i v e r , a p p e a r i n g on b e h a l f o f Ya t e s P e t r o l e u m 

C o r p o r a t i o n . And I have t h r e e w i t n e s s e s t o be 

sworn. 

EXAMINER CATANACH: Other appearances? 

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

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

f i r m , C a m p b e l l , C a r r , Berge & S h e r i d a n . I 

r e p r e s e n t Chevron USA, I n c . And I have two 

w i t n e s s e s . 

EXAMINER CATANACH: Other appearances? 

MR. KELLAHIN: Mr. Examiner, I'm Tom 

K e l l a h i n , o f t h e Santa Fe law f i r m o f K e l l a h i n & 

K e l l a h i n , a p p e a r i n g on b e h a l f o f M a r a t h o n O i l 

Company. And I have two w i t n e s s e s . 

EXAMINER CATANACH: Any o t h e r 
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appe a r a n c e s ? 

Can I g e t a l l t h e w i t n e s s e s t o s t a n d 

and be sworn a t t h i s t i m e ? 

[The w i t n e s s e s were d u l y s w o r n . ] 

ROBERT BULLOCK 

H a v i n g been d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. VANDIVER: 

Q. P l e a s e s t a t e y o u r name and y o u r 

o c c u p a t i o n and by whom y o u ' r e employed. 

A. My name i s R o b e r t B u l l o c k . I'm 

employed by Y a t e s P e t r o l e u m C o r p o r a t i o n as a 

p e t r o l e u m landman i n A r t e s i a , New Me x i c o . 

Q. Mr. B u l l o c k , on p r e v i o u s o c c a s i o n s have 

you t e s t i f i e d b e f o r e t h e O i l C o n s e r v a t i o n 

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

and had y o u r q u a l i f i c a t i o n s as such a c c e p t e d , and 

ar e y o u r q u a l i f i c a t i o n s a m a t t e r o f r e c o r d ? 

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

Q. And a r e you f a m i l i a r w i t h t h e t i t l e t o 

t h e l a n d w i t h i n t h e s p a c i n g u n i t f o r Y a t e s ' 

p r o p o s e d w e l l i n t h i s case and t h e s u r r o u n d i n g 

a c r e a g e ? 

A. Yes. 
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MR. VANDIVER: Mr. Examiner, I t e n d e r 

Mr. B u l l o c k as an e x p e r t p e t r o l e u m landman. 

EXAMINER CATANACH: Mr. B u l l o c k i s so 

q u a l i f i e d . 

Q. Mr. B u l l o c k , j u s t b r i e f l y , w h a t 's t h e 

p u r p o s e o f Y a t e s ' a p p l i c a t i o n i n t h i s case? 

A. Y a t e s i s making a p p l i c a t i o n f o r an 

u n o r t h o d o x gas w e l l l o c a t i o n l o c a t e d i n Township 

22 S o u t h , Range 23 E a s t , S e c t i o n 23. The f o o t a g e 

w i l l be 660 f r o m t h e n o r t h l i n e , 860 f r o m t h e 

west l i n e i n S e c t i o n 23. T h a t ' s i n Eddy County, 

New M e x i c o . 

Q. A l l r i g h t , s i r . I f I c o u l d ask you t o 

r e f e r t o Y a t e s E x h i b i t 1 i n t h i s case and ask you 

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

A. T h i s i s a l a n d p l a t s h o w i n g t h e 

p r o p o s e d l o c a t i o n i n S e c t i o n 23. And i t shows 

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

14, 15, and 2 2. 

Q. And i s t h e p r o p o s e d l o c a t i o n as shown 

i n t h e n o r t h w e s t q u a r t e r o f S e c t i o n 23? 

A. T h a t ' s c o r r e c t . 

Q. I s t h i s l a n d l o c a t e d w i t h i n t h e I n d i a n 

B a s i n - U p p e r Penn Gas Pool? 

A. Yes, i t i s . 

RODRIGUEZ-VESTAL REPORTING 
( 505 ) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

13 

14 

1 5 

1 6 

1 7 

18 

19 

20 

2 1 

2 2 

23 

24 

25 

8 

Q. And t h a t ' s s u b j e c t t o s p e c i a l r u l e s and 

r e g u l a t i o n s o f t h e D i v i s i o n ? 

A. T h a t ' s c o r r e c t . 

Q. What i s t h e s t a n d a r d w e l l l o c a t i o n 

u n d e r t h e I n d i a n B a s i n Gas Pool? 

A. Each w e l l s h o u l d be l o c a t e d no c l o s e r 

t h a n 1650 f e e t f r o m t h e o u t e r b o u n d a r y o f a 

p r o r a t i o n u n i t nor c l o s e r t h a n 330 f e e t t o a 

q u a r t e r - q u a r t e r s e c t i o n . 

Q. And what's; t h e a c r e a g e t o be d e d i c a t e d 

i f t h i s w e l l i s c o m p l e t e d i n t h e Upper Penn? 

A. A l l o f Sec: t i o n 23. 

Q. I s Y a t e s a l s o g o i n g t o t e s t t h e Morrow 

Format i o n ? 

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

Q. And what w o u l d be t h e acr e a g e t o be 

d e d i c a t e d i f i t ' s c o m p l e t e d as a Morrow w e l l ? 

A. A l l o f S e c t i o n 23. 

Q. I'm s o r r y . T h i s l a n d i s n o t w i t h i n 

s p e c i a l p o o l r u l e s w i t h r e s p e c t t o t h e Morrow 

F o r m a t i o n , i s i t ? 

A. T h a t ' s r i g h t . We w i l l be on t h e n o r t h 

h a l f , 320. 

Q. R i g h t . And so what w o u l d be t h e 

s t a n d a r d s e t b a c k s f o r a Morrow w e l l ? 
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A. Be 1980 f e e t f r o m t h e i n bo u n d a r y and 

660 f r o m t h e s i d e b o u n d a r y . 

Q. I s y o u r p r o p o s e d l o c a t i o n a t t h i s t i m e 

t h e o r i g i n a l l o c a t i o n t h a t Y a t e s proposed? 

A. We o r i g i n a l l y p r o p o s e d a 660 n o r t h and 

west l o c a t i o n . But f o r a r c h e o l o g i c a l r e a s o n s we 

had t o s e t i t back t o an 860 l o c a t i o n . 

Q. And y o u r a p p l i c a t i o n f o r p e r m i t t o 

d r i l l has been a p p r o v e d by t h e Bureau o f Land 

Management ? 

A. Yes. 

Q. T h i s i s f e d e r a l a c r e a g e ? 

A. T h a t ' s c o r r e c t . 

Q. And t h e a c r e a g e shown on t h i s map i n 

S e c t i o n s 14, 15, and 22 i s a l s o f e d e r a l a creage? 

A. T h a t ' s c o r r e c t . 

Q. Who a r e t h e o p e r a t o r s o f t h e t r a c t s 

shown on t h i s p l a t ? 

A. Chevron and M a r a t h o n a r e t h e o n l y 

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

l o c a t i o n . 

Q. I f I c o u l d ask you t o r e f e r t o Ya t e s 

E x h i b i t s 2 and 3 and ask you t o d e s c r i b e what 

t h o s e a r e . 

A. T h a t ' s an A f f i d a v i t o f M a i l i n g t o t h e 
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o f f s e t l e a s e h o l d o p e r a t o r s i n d i c a t i n g o u r d e s i r e 

t o b u i l d t h e u n o r t h o d o x l o c a t i o n . And t h e 

E x h i b i t 3 i s r e t u r n m a i l i n g r e c e i p t s f r o m t h e 

c e r t i f i e d m a i l i n g . 

Q. I s t h e I n d i a n B a s i n - U p p e r Penn Gas P o o l 

a p r o r a t e d p o o l ? 

A. Yes, i t i s . 

Q. And what's t h e a l l o w a b l e ? 

A. We u n d e r s t a n d i t ' s f i v e - a n d - a - q u a r t e r 

t o f i v e - a n d - a - h a l f m i l l i o n p e r day. I t ' s my 

u n d e r s t a n d i n g . 

Q. Okay. Are t h e r e o t h e r u n o r t h o d o x 

l o c a t i o n s i n t h e a r e a o f t h e I n d i a n B a sin-Upper 

Penn Gas Pool? 

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

Q. I f I c o u l d ask you t o r e f e r t o E x h i b i t s 

4, 5, and 6 and ask you t o i d e n t i f y t h o s e , 

p l e a s e . 

A. E x h i b i t 4 i s an o r d e r o f t h e Commission 

on Case 4562 f o r an a p p l i c a t i o n o f Texas O i l & 

Gas C o r p o r a t i o n f o r an u n o r t h o d o x gas w e l l 

l o c a t i o n . And a s u b s e q u e n t o r d e r , R-4172, w h i c h 

p r o v i d e d f o r a 45 p e r c e n t p e n a l t y f o r s t a n d a r d 

a l l o w a b l e o f t h e p o o l . 

Q. And where i s t h e w e l l t o w h i c h t h a t 
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o r d e r i s s u b j e c t ? 

A. That w e l l i s i n S e c t i o n 22 o f 22 S o u t h , 

23 E a s t . And t h e f o o t a g e i s 990 f r o m t h e n o r t h , 

990 f r o m t h e e a s t -- excuse me, f r o m t h e w e s t . 

Q. And i s t h a t w e l l shown on y o u r p l a t , 

E x h i b i t 1? 

A. Yes, i t i s . 

Q. I t ' s t h e w e l l i n t h e n o r t h w e s t q u a r t e r 

of S e c t i o n 22? 

A. T h a t ' s c o r r e c t . 

Q. A l l r i g h t . What i s E x h i b i t 5? 

A. E x h i b i t 5 i s an o r d e r o f t h e D i v i s i o n 

on Case 10316, a p p l i c a t i o n o f Sendero P e t r o l e u m , 

I n c . , f o r an u n o r t h o d o x gas w e l l l o c a t i o n i n 

S e c t i o n 24 o f Township 22 S o u t h , Range 23 E a s t . 

And t h i s Order R-9526 p r o v i d e d f o r a 30 p e r c e n t 

p e n a l t y o f t h e a l l o w a b l e . 

Q. What's t h e l o c a t i o n o f t h a t w e l l ? 

A. That w e l l i s l o c a t e d 660 f r o m t h e n o r t h 

and west o f S e c t i o n 24. 

Q. A l l r i g h t . And i d e n t i f y E x h i b i t 6, 

p l e a s e . 

A. E x h i b i t 6 i s an o r d e r o f t h e D i v i s i o n 

on Case No. 10412, a p p l i c a t i o n o f MW P e t r o l e u m 

C o r p o r a t i o n and Apache C o r p o r a t i o n t o amend 
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D i v i s i o n Order R-4887 whereby t h e y d i r e c t i o n a 1 1 y 

d r i l l f r o m a s u r f a c e l o c a t i o n t o an o r t h o d o x 

l o c a t i o n i n S e c t i o n 12 o f 22 S o u t h , 23 E a s t . 

And i t p r o v i d e d o r i g i n a l l y f o r a 51 

p e r c e n t p e n a l t y , w h i c h was s u b s e q u e n t l y r e d u c e d 

t o a 39 p e r c e n t p e n a l t y . 

Q. Mr. B u l l o c k , t h e r e a r e o t h e r w e l l s i n 

t h e p o o l t h a t a r e u n o r t h o d o x as w e l l i n a d d i t i o n 

t o t h e s e e xamples, a r e t h e r e n o t ? 

A. Yes, t h e r e a r e . We j u s t p i c k e d t h e s e 

examples f o r b r e v i t y . 

Q. Were e x h i b i t s -- l e t me ask you t h i s . 

What i s t h e t e r m o f f e d e r a l l e a s e NM 69325 

c o v e r i n g S e c t i o n 23? 

A. T h i s l e a s e e x p i r e s 11/1 o f 92. 

Q. And so you p r o p o s e t o commence d r i l l i n g 

o p e r a t i o n s on S e c t i o n 23 p r i o r t o t h e e x p i r a t i o n 

o f p r i m a r y term? 

A. Yes, t h a t ' s what we'd l i k e t o do. 

Q. So y o u ' r e s e e k i n g an o r d e r i n t h i s case 

p r i o r t o t h a t day? 

A. T h a t ' s c o r r e c t . 

Q. Were E x h i b i t s 1, 2, and 3 p r e p a r e d by 

you o r under y o u r d i r e c t i o n ? 

A. Yes, t h e y were. 
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MR. VANDIVER: Mr. Examiner, I ' d move 

a d m i s s i o n o f E x h i b i t s 1, 2, and 3 and ask you t o 

t a k e a d m i n i s t r a t i v e n o t i c e o f E x h i b i t s 4, 5, and 

6 . 

EXAMINER CATANACH: E x h i b i t s 1 --

E x h i b i t s 1, 2, and 3 w i l l be a d m i t t e d as 

e v i d e n c e , and we w i l l t a k e a d m i n i s t r a t i v e n o t i c e 

o f E x h i b i t s 4, 5, and 6. 

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

e x a m i n a t i o n o f Mr. B u l l o c k . 

EXAMINER CATANACH: C r o s s - e x a m i n a t i o n , 

Mr. K e l l a h i n ? 

MR. KELLAHIN: No q u e s t i o n s . 

EXAMINER CATANACH: Mr. C a r r ? 

EXAMINER CATANACH: No q u e s t i o n s . 

EXAMINER CATANACH: I have no 

q u e s t i o n s . The w i t n e s s may be ex c u s e d . 

MR. VANDIVER: At t h i s t i m e , Mr. 

Examin e r , I ' l l c a l l Mr. B r e n t May t o t e s t i f y as 

t o t h e — as my g e o l o g i c a l w i t n e s s . 

BRENT MAY 

H a v i n g been d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. VANDIVER: 
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Q . P l e a s e s t a t e y o u r name, y o u r 

o c c u p a t i o n , and by whom y o u ' r e employed. 

A. My name i s B r e n t May. I'm a p e t r o l e u m 

g e o l o g i s t w i t h Y a t e s P e t r o l e u m i n A r t e s i a . 

Q. And, Mr. May, on p r i o r o c c a s i o n s you 

have t e s t i f i e d b e f o r e t h e O i l C o n s e r v a t i o n 

D i v i s i o n i n y o u r c a p a c i t y as a p e t r o l e u m 

g e o l o g i s t and had y o u r q u a l i f i c a t i o n s as such 

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

A. Yes, I have. 

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

c h a r a c t e r i s t i c s o f t h e a r e a o f Y a t e s ' p r o p o s e d 

w e l l i n t h i s case? 

A. Yes, I have. 

Q. And have you p r e p a r e d c e r t a i n e x h i b i t s 

t o i l l u s t r a t e y o u r t e s t i m o n y t h i s m o r ning? 

A. Yes, I have. 

Q. And have you f o r m e d c e r t a i n o p i n i o n s as 

t o t h e n a t u r e o f t h e g e o l o g y i n t h e a r e a o f 

Y a t e s ' p r o p o s e d w e l l ? 

A. I have. 

MR. VANDIVER: Mr. Examiner, I t e n d e r 

Mr. May as an e x p e r t p e t r o l e u m g e o l o g i s t . 

EXAMINER CATANACH: Mr. May i s so 

q u a l i f i e d . 
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Q. Mr. May, what i s t h e p r i m a r y o b j e c t i v e 

t h a t Y a t e s seeks t o t e s t i n t h e Diane ALQ F e d e r a l 

No. 1 w e l l ? 

A. Our p r i m a r y o b j e c t i v e i s t o t e s t t h e 

d o l o m i t e o f t h e Upper Penn, o r what I c a l l t h e 

Canyon. The s e c o n d a r y o b j e c t i v e w o u l d be t h e 

Morrow sands. And t h e s e sands a r e t h o u g h t t o be 

f l u v i a l d e l t a i c d e p o s i t s . 

Q. Mr. May, i f I c o u l d ask you t o r e f e r t o 

wh a t ' s been marked as Y a t e s E x h i b i t 7 and ask you 

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

A. T h i s i s a c r o s s - s e c t i o n , A-A p r i m e . 

I t ' s a n o r t h w e s t - s o u t h e a s t s t r a t i g r a p h i c 

c r o s s - s e c t i o n w h i c h shows t h e r e l a t i o n s h i p o f t h e 

Canyon, what I c a l l t h e Canyon, or Upper Penn 

d o l o m i t e t o t h e Canyon l i m e s t o n e . 

The l o c a t i o n p l a t i s i n t h e l o w e r 

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

b a s i c a l l y shows t h e Canyon d o l o m i t e as c o l o r e d i n 

b l u e and t h e l i m e s t o n e as u n c o l o r e d . I t shows 

t h e l o c a t i o n o f t h e Diane ALQ F e d e r a l No. 1. And 

i t shows t h a t i t ' s l o c a t e d near t h e edge o f t h e 

d o l o m i t e , b u t I b e l i e v e we s h o u l d have a 

s u f f i c i e n t amount o f r e s e r v o i r t o p r o d u c e a 

c o m m e r c i a l l y s u c c e s s f u l w e l l . 
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Q. What a r e t h e o t h e r w e l l s shown on t h i s 

c r o s s - s e c t i o n ? 

A. On t h e f a r l e f t i s t h e Chevron H e l b i n g 

F e d e r a l No. 1; i n t h e m i d d l e , t h e TXO Lowe 

F e d e r a l No. 1; and on t h e f a r r i g h t , t h e Adobe 

R a l p h Lowe E s t a t e No. 1. 

Q. I n t h e l a s t two w e l l s no d o l o m i t e was 

e n c o u n t e r e d ? 

A. T h a t ' s c o r r e c t , j u s t t h e l i m e s t o n e . 

O nly t h e Chevron w e l l shown on t h i s c r o s s - s e c t i o n 

e n c o u n t e r e d t h e d o l o m i t e . 

Q. A n y t h i n g f u r t h e r w i t h r e g a r d t o t h a t 

e x h i b i t ? 

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

Q. Now, i f you c o u l d r e f e r t o Yates 

E x h i b i t 8 and i d e n t i f y t h a t , p l e a s e , s i r . 

A. T h i s i s a s t r u c t u r e map w i t h t h e t o p o f 

t h e Upper Penn c a r b o n a t e . I t has a datum. Shows 

a s t r u c t u r a l d i p t o t h e s o u t h e a s t . P roposed 

l o c a t i o n s h o u l d be u p - d i p o f two w e l l s i n S e c t i o n 

13, w h i c h a r e Upper Penn p r o d u c e r s , and j u s t 

d own-dip o f an Upper Penn p r o d u c e r i n 14. 

And I m i g h t s t a t e t h a t t h e one w e l l i n 

13 t h a t ' s shown as an o i l w e l l w i t h a r e d d o t , 

t h i s i s a c o m p u t e r - g e n e r a t e d map, and t h e d a t a we 
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g e t i s p u r c h a s e d f r o m P I . For some r e a s o n t h e y 

s p o t t e d t h i s w e l l as an o i l w e l l . I checked a t 

t h e A r t e s i a O f f i c e OCD a few days ago, and t h e i r 

r e c o r d s s t i l l show i t t o be an Upper Penn gas 

we 11 . 

So our p r o p o s e d l o c a t i o n s h o u l d be 

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

Upper Penn. 

Q. And t h a t ' s t h e two w e l l s i n S e c t i o n 13, 

and y o u ' r e s l i g h t l y d own-dip f r o m t h e w e l l i n t h e 

n o r t h w e s t q u a r t e r o f S e c t i o n 14? 

A. T h a t ' s c o r r e c t . 

Q. A n y t h i n g f u r t h e r w i t h r e g a r d t o E x h i b i t 

8 ? 

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

Q. Now, i f you c o u l d t u r n t o Y a t e s E x h i b i t 

9 and i d e n t i f y t h a t e x h i b i t , p l e a s e . 

A. T h i s i s an i s o p a c h map r e p r e s e n t i n g t h e 

Upper Penn d o l o m i t e . Shows i t s l i m i t s . The 

i s o p a c h map shows t h e t o t a l t h i c k n e s s o f 

d o l o m i t e . 

I m i g h t p o i n t o u t a few t h i n g s . 

T h e r e ' s a c o u p l e o f v a l u e s w i t h some q u e s t i o n 

marks b e s i d e them, one i n t h e n o r t h w e s t c o r n e r o f 

S e c t i o n 22 and one i n S e c t i o n 13. T h i s i s 
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because t h e s e w e l l s d i d n o t f u l l y p e n e t r a t e t h e 

Upper Penn d o l o m i t e , so t h e t r u e t o t a l t h i c k n e s s 

i s unknown. And I a c c o r d i n g l y c o n t o u r e d t o t h a t 

a s s uming t h a t t h e r e was more d o l o m i t e below t h e 

TD o f t h e s e w e l l s . 

A l s o I dashed my z e r o l i n e because o f 

t h e e r r a t i c n a t u r e o f t h e d o l o m i t e edge. The 

d o l o m i t e g e n e r a l l y f e a t h e r s o u t — near t h e edge 

f e a t h e r s o u t i n t o t h i n , t i g h t e r f i n g e r s t h a t a r e 

d i f f i c u l t t o p r e d i c t sometimes. 

Our u n o r t h o d o x l o c a t i o n , as shown on 

t h e map, s h o u l d have a p p r o x i m a t e l y 100 f e e t o f 

d o l o m i t e p r e s e n t a t t h a t l o c a t i o n , w h i c h I 

b e l i e v e s h o u l d be s u f f i c i e n t enough f o r 

c o m m e r c i a l p r o d u c t i v e w e l l . 

An o r t h o d o x l o c a t i o n , w h i c h w o u l d be 

l o c a t e d 1650 f r o m t h e n o r t h w e s t l i n e a c c o r d i n g t o 

my map, w o u l d o n l y e n c o u n t e r a p p r o x i m a t e l y 25 

f e e t o f d o l o m i t e . And I b e l i e v e t h a t t h a t 

d o l o m i t e w o u l d appear i n t h e f o r m o f t h e s e t h i n , 

t i g h t e r f i n g e r s and p r o b a b l y w o u l d -- you c o u l d 

p r o b a b l y make a w e l l , b u t i n my o p i n i o n i t 

p r o b a b l y w o u l d n o t be c o m m e r c i a l . 

I m i g h t p o i n t o u t t h e r e i s a d r y h o l e 

i n t h e n o r t h e a s t c o r n e r o f S e c t i o n 2 t h a t had 
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f a i l e d c o m p l e t i o n i n t h e Upper Penn. I t ' s my 

o p i n i o n t h a t t h e w e l l c o u l d have been 

p r o d u c t i v e . I b e l i e v e t h a t t h e w e l l f a i l e d due 

t o poor c o m p l e t i o n t e c h n i q u e s . And t h i s w e l l — 

t h e c o m p l e t i o n a t t e m p t was i n t h e mid-60s, I 

b e l i e v e . 

Q. T h a t ' s S e c t i o n 22? 

A. Yes. S e c t i o n 22 i n t h e n o r t h e a s t 

c o r n e r . 

Q. I s t h e r e s e r v o i r q u a l i t y b e t t e r when 

t h e d o l o m i t e i s t h i c k e r ? 

A. Yes, I b e l i e v e so. From what we have 

seen, o u r e x p e r i e n c e i n t h e Dagger Draw P o o l , 

w h i c h i s t h e same l i t h o l o g i c u n i t as t h e I n d i a n 

B a s i n , i t ' s been our e x p e r i e n c e t h a t t h e t h i c k e r 

d o l o m i t e s e c t i o n s g i v e you a l o t b e t t e r p o t e n t i a l 

t o make a c o m m e r c i a l w e l l t h a n when you g e t o u t 

near t h e edge. 

These f i n g e r s o f d o l o m i t e w i l l p r o d u c e 

gas, b u t t h e y a r e g e n e r a l l y t i g h t e r and i t ' s h a r d 

— a l o t h a r d e r t o make a c o m m e r c i a l w e l l f r o m 

them. 

Q. And you w o u l d e x p e c t t o r e c o v e r more o f 

t h e a v a i l a b l e r e s e r v e s i n S e c t i o n 23 i f you were 

a b l e t o c o m p l e t e t h e w e l l i n t h e t h i c k e r 
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do 1omi t e ? 

A. T h a t ' s c o r r e c t . 

Q. Do you have an o p i n i o n as t o — or I 

b e l i e v e you s t a t e d i t , b u t do you have an o p i n i o n 

as t o t h e a d v i s a b i l i t y o f d r i l l i n g t h i s w e l l a t 

an o r t h o d o x l o c a t i o n u nder t h e I n d i a n B a sin-Upper 

Penn Gas Rules? 

A. Yes. I b e l i e v e , i f i t was d r i l l e d a t 

an o r t h o d o x l o c a t i o n , t h a t i t w o u l d p r o b a b l y be 

n o n c o m m e r c i a l . 

Q. I n y o u r o p i n i o n , Mr. May, w o u l d Y a t e s 

p r o p o s e d l o c a t i o n e n a b l e Y a t e s t o p r o d u c e i t s 

j u s t and e q u i t a b l e s h a r e o f t h e gas i n t h i s p o o l ? 

A. Yes, I do. 

Q. A n y t h i n g f u r t h e r w i t h r e g a r d t o E x h i b i t 

9 ? 

A . No . 

Q. Now, i f I c o u l d r e f e r you t o 

A p p l i c a n t ' s E x h i b i t 10 and ask you t o i d e n t i f y 

t h a t e x h i b i t and — 

A. I t ' s c r o s s - s e c t i o n B-B p r i m e . I t ' s 

b a s i c a l l y a n o r t h - s o u t h s t r a t i g r a p h i c 

c r o s s - s e c t i o n w i t h t h e t o p o f t h e Morrow e l a s t i c s 

as t h e datum. A g a i n , t h e p l a t map s h o w i n g t h e 

l o c a t i o n o f t h e c r o s s - s e c t i o n i s i n t h e l o w e r 
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r i g h t - h a n d c o r n e r . 

The t o p s o f t h e Morrow, t h e Morrow 

e l a s t i c s and t h e Lower Morrow a r e shown a l o n g 

w i t h what I c a l l t h e base o f t h e sand. I ' v e a l s o 

shown s e v e r a l d r i l l stem i n t e r v a l s a l o n g w i t h 

some p e r f o r a t i o n i n t e r v a l s . 

On t h e f a r l e f t i s t h e A t l a n t i c 

R e f i n i n g S m i t h F e d e r a l No. 1 and t h e n t h e 

p r o p o s e d Y a t e s Diane ALQ F e d e r a l No. 1 l o c a t i o n . 

To t h e r i g h t o f t h a t i s t h e Adobe R a l p h Lowe 

F e d e r a l No. 1. And t h e n on t h e f a r r i g h t i s t h e 

Ya t e s P e t r o l e u m S a c a h u i s t e KE F e d e r a l No. 1. 

You m i g h t n o t e t h a t i n t h e Adobe w e l l 

a r o u n d a p p r o x i m a t e l y 9450 t h e r e was a DST 

p e r f o r m e d i n t h e Morrow. I t was wet. And i n t h e 

Ya t e s w e l l i t was t e s t e d t h r o u g h c a s i n g t h r o u g h 

p e r f o r a t i o n s , t h e l o w e r Morrow was, and i t was 

f o u n d t o be wet t o o . The oran g e sands t e s t e d 

were f o u n d t o be t i g h t . 

Q. Are t h e r e any p r o d u c i n g Morrow w e l l s i n 

t h e a r e a o f t h e Y a t e s p r o p o s e d w e l l ? 

A. Not t h a t I have knowledge o f . T here's 

v e r y few w e l l s t h a t even p e n e t r a t e d t h e Morrow i n 

t h i s a r e a . 

Q. A n y t h i n g f u r t h e r w i t h r e g a r d t o t h a t 
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e x h i b i t ? 

A . No . 

Q. Then i f I c o u l d ask you t o i d e n t i f y 

Y a t e s E x h i b i t No. 11 and ask you t o e x p l a i n t o 

t h e Examiner what i n f o r m a t i o n i s shown on t h a t 

e x h i b i t . 

A. T h i s i s a Morrow s t r u c t u r e map w i t h t h e 

t o p o f t h e l o w e r Morrow as t h e datum. I t shows a 

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

l o c a t i o n s h o u l d be u p - d i p o f t h e adobe — b o t h 

t h e adobe w e l l , w h i c h I j u s t m e n t i o n e d on t h e 

c r o s s - s e c t i o n , w h i c h i s i n t h e s o u t h e a s t c o r n e r 

o f S e c t i o n 23. 

And i t a l s o i s — t h i s l o c a t i o n , even 

t h o u g h t h i s w e l l i s n o t s p o t t e d on t h i s map, i t 

s h o u l d be u p - d i p o f t h e Y a t e s w e l l t h a t a l s o had 

a wet sand t e s t e d . So I b e l i e v e we have t h e 

p o t e n t i a l t o be u p - d i p o f two wet t e s t s and t h e 

p o s s i b i l i t y o f g e t t i n g i n t o p r o d u c t i v e 

r e s e r v o i r . 

I a l s o m i g h t s t a t e t h a t I have v e r y 

l i t t l e c o n t r o l on t h i s map. I o n l y had one d a t a 

p o i n t . The two d a t a p o i n t s , t h e two w e l l s t h a t 

were shown on t h e c r o s s - s e c t i o n , I d i d t r y t o 

i n c o r p o r a t e t h e s e two i n t o t h e c o n t o u r s . 
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Q. A l l r i g h t . Now, i f I c o u l d ask you t o 

i d e n t i f y E x h i b i t 12 and d e s c r i b e t h e i n f o r m a t i o n 

shown on t h a t e x h i b i t . 

A. T h i s i s an i s o l i t h map, w h i c h 

r e p r e s e n t s t h e sands o f t h e Morrow F o r m a t i o n , and 

i t shows t h e l i m i t s o f t h e sand d e p o s i t i o n . The 

i s o l i t h map i s a c l e a n sand map w i t h a gamma r a y 

c u t o f f o f 50 API u n i t s o r l e s s . T h i s map shows a 

sand t h i c k t r e n d i n g t h r o u g h t h e a r e a o f t h e 

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

As I s t a t e d b e f o r e , I had v e r y l i t t l e 

c o n t r o l i n t h i s a r e a . And t h e c o n t r o l p o i n t s a r e 

s c a r c e . And a g a i n I t r i e d t o use some o f t h e 

c o n t r o l p o i n t s t h a t were n o t on t h i s map t o h e l p 

c o n t o u r . 

The Morrow i n t h i s w h o le t o w n s h i p has 

n o t been, i n our o p i n i o n , has n o t been t h o r o u g h l y 

t e s t e d . And because o f t h i s t h e e x t r a f o o t a g e t o 

t h e d r i l l b elow t h e Upper Penn down t o t h e Morrow 

w o u l d w a r r a n t a Morrow t e s t . 

Q. Mr. May, based upon y o u r s t u d y o f t h i s 

a r e a , i n y o u r o p i n i o n w o u l d Y a t e s ' p r o p o s e d 

l o c a t i o n been t h e b e s t a v a i l a b l e l o c a t i o n i n 

S e c t i o n 23 t o e n a b l e Y a t e s t o r e c o v e r i t s s h a r e 

o f t h e h y d r o c a r b o n s f r o m t h e Upper Penn and t h e 
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Morrow F o r m a t i o n ? 

A. Yes, I do, i n t h e upper Penn 

espec i a l l y . 

Q. Do you t h i n k t h e r e ' s any o t h e r 

r e a s o n a b l e l o c a t i o n w i t h i n t h e s e c t i o n ? 

A. Not f o r t h e Upper Penn, no. 

Q. Were E x h i b i t s 7 t h r o u g h 12 p r e p a r e d by 

you o r under y o u r d i r e c t i o n and s u p e r v i s i o n ? 

A. Yes, t h e y were. 

Q. And i n y o u r o p i n i o n w o u l d t h e g r a n t i n g 

o f Y a t e s ' a p p l i c a t i o n be i n t h e i n t e r e s t s o f 

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

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

A . Yes, I do . 

MR. VANDIVER: Mr. Examiner, I w o u l d 

move t h e a d m i s s i o n o f Y a t e s E x h i b i t s 7 t h r o u g h 12 

i n t h i s case. 

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

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

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

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

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

MR. KELLAHIN: Mr. Examiner, I ' d l i k e a 

f i v e - m i n u t e b r e a k t o t a l k t o Mr. Ca r r so we can 

e x p e d i t e t h e c r o s s - e x a m i n a t i o n . 
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EXAMINER CATANACH: Okay. Take f i v e 

m i n u t e s . 

[A r e c e s s was t a k e n . ] 

EXAMINER CATANACH: Are we r e a d y , Mr. 

K e l l a h i n ? 

MR. KELLAHIN: Yes, Mr. Examiner. 

EXAMINER CATANACH: L e t ' s p r o c e e d . 

MR. KELLAHIN: No q u e s t i o n s , Mr. 

Examiner. 

EXAMINER CATANACH: Mr. C a r r . 

MR. CARR: I have no q u e s t i o n s . 

MR. STOVALL: These guys a r e g o i n g t o 

t r y t o p u t a case on w i t h t h e i r own w i t n e s s . 

EXAMINER CATANACH: For a change. 

MR. STOVALL: G e t t i n g d i r t y l o o k s f r o m 

K e l l a h i n . T h a t ' s good. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. May, i n y o u r o p i n i o n how much 

d o l o m i t e do you need t o make a c o m m e r c i a l w e l l ? 

A. I ' d l i k e t o see a t l e a s t 50 f e e t o r 

more. And i t ' s k i n d o f what we l o o k a t i n t h e 

Dagger Draw a r e a a t l e a s t f o r a c o m m e r c i a l w e l l . 

You can make a w e l l w i t h l e s s d e f i n i t e l y . 

But o f c o u r s e t h e l e s s you have, t h e 
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more l i k e l i h o o d o f i t b e i n g u n c o m m e r c i a l because 

t h e t h i n n e r you g e t , t h e more l i k e l i h o o d y o u ' r e 

g e t t i n g i n t o t h e t i g h t e r t h i n f i n g e r s o f t h e 

d o l o m i t e and n o t t h e main body o f i t . 

Q. The w e l l s i n t h i s a r e a , do you know 

w h i c h one e n c o u n t e r e d t h e l e a s t amount o f 

d o l o m i t e ? 

A. Now, a c c o r d i n g t o t h e map, i t w o u l d be 

t h e w e l l i n S e c t i o n 13 w h i c h e n c o u n t e r e d 

3 0 - p l u s . But t h a t ' s one o f t h o s e w e l l s t h a t 

d i d n ' t p e n e t r a t e t h e whole s e c t i o n o f d o l o m i t e , 

so I'm n o t s u r e e x a c t l y how t h i c k i t i s t h e r e . 

And t h e n n e x t b e h i n d t h a t w o u l d be t h e 

o t h e r w e l l I t a l k e d a b o u t i n t h e n o r t h w e s t 

q u a r t e r o f 22 w i t h 5 8 - p l u s . 

Q. The w e l l i n S e c t i o n 13, you s a i d t h a t 

was a gas w e l l ? 

A. Yes. A c c o r d i n g t o t h e r e c o r d s i n t h e 

OCD A r t e s i a o f f i c e t h a t I checked j u s t a few days 

ago, t h e i r r e c o r d s s t i l l show t h a t i t was a gas 

w e l l i n t h e Upper Penn. 

Q. Do you know a n y t h i n g a b o u t t h e 

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

A. From what I u n d e r s t a n d i t ' s n o t 

p r o d u c i n g much, i f any a t a l l , r i g h t now. But i t 
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d i d p r o d u c e -- i t d i d have a n i c e cum t o i t . I t 

was a good w e l l . 

Q. The Texas O i l & Gas Lowe F e d e r a l No. 1, 

was t h a t t e s t e d i n t h e Canyon? 

A. No, i t was n o t because t h e y e n c o u n t e r e d 

l i m e , and I d o n ' t t h i n k t h e y even r a n p i p e , i f 

I'm r e m embering r i g h t . 

Q. They d i d n ' t e n c o u n t e r any d o l o m i t e i n 

t h a t w e l l ? 

A. T h a t ' s -- f r o m what I can see, no, t h e y 

d i d n o t . 

Q. You s a i d t h e d o l o m i t e f e a t h e r s o u t i n t o 

t h e t i g h t f i n g e r s . I s i t p o s s i b l e t h a t t h e r e may 

be some gas p r o d u c t i o n o r gas t h a t w o u l d 

c o n t r i b u t e — a r e t h e r e r e s e r v e s i n y o u r o p i n i o n , 

a r e t h e gas r e s e r v e s on t h e o t h e r s i d e o f t h e 

z e r o l i n e on t h i s s i d e ? 

A. There p o s s i b l y c o u l d be. T h a t ' s why I 

dashed t h i s l i n e because some o f t h e s e f i n g e r s , 

i t ' s h a r d t o p r e d i c t e x a c t l y where t h a t z e r o l i n e 

i s e x a c t l y g o i n g t o be. A few o f t h o s e f i n g e r s 

may e x t e n d o u t f a r t h e r t h a n t h a t z e r o l i n e , and 

of c o u r s e t h e y w o u l d h o l d some r e s e r v e . 

I t h i n k i f you e n c o u n t e r e d one o f t h o s e 

f i n g e r s on y o u r own, I d o n ' t t h i n k you c o u l d make 
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a c o m m e r c i a l w e l l o u t o f i t . But t h e y w o u l d add 

t o some o f t h e r e s e r v e s , y e s . 

Q. I s i t y o u r o p i n i o n t h a t moving t h e 

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

A. Yes, d e f i n i t e l y . 

Q. Do you a n t i c i p a t e any Morrow p r o d u c t i o n 

i n t h i s a r ea? 

A. I t h i n k we've g o t a s h o t , y e s , because 

a t l e a s t on t h e maps I ' v e shown, t h e r e ' s o n l y one 

w e l l t h a t p e n e t r a t e d t h e Morrow. And I b e l i e v e 

we s h o u l d be u p - d i p o f a few wet Morrow t e s t s , 

w h i c h c o u l d g i v e us a p o s s i b i l i t y t o g e t some 

Morrow p r o d u c t i o n . 

I n t h i s w h o le t o w n s h i p most o f t h e 

w e l l s d r i l l e d down t o t h e Upper Penn s t o p p e d . 

The Morrow has n o t been v e r y w e l l t e s t e d i n t h i s 

w h o l e t o w n s h i p , and I t h i n k i t d e s e r v e s some more 

t e s t i n g o u t h e r e . 

Q. The Canyon i s a c t u a l l y t h e one t h a t 

d i c t a t e d t h e l o c a t i o n ? 

A. Yes, d e f i n i t e l y . 

Q. But i t j u s t so happens t h a t t h a t ' s a 

b e t t e r l o c a t i o n f o r a Morrow t e s t as w e l l ? 

A. I t h i n k an o r t h o d o x l o c a t i o n f o r a 

Morrow, t h a t w o u l d be f i n e . I t ' s j u s t t h a t o u r 
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p r i m a r y o b j e c t i v e i s t h e Canyon or Upper Penn. 

And i t d o e s n ' t c o s t t h a t much more w h i l e y o u ' r e 

t h e r e t o go on down and e x p l o r e t h e Morrow, so we 

f e e l l i k e we s h o u l d . The Morrow i s d e f i n i t e l y a 

s e c o n d a r y o b j e c t i v e . 

EXAMINER CATANACH: I b e l i e v e t h a t ' s 

a l l I have o f t h e w i t n e s s . 

A n y t h i n g e l s e o f t h i s w i t n e s s ? 

MR. VANDIVER: No, s i r . 

EXAMINER CATANACH: He may be excu s e d . 

MR. VANDIVER: Mr. Examiner, I ' l l c a l l 

D a v i d Boneau t o t e s t i f y a t t h i s t i m e as t o h i s 

o p i n i o n s r e g a r d i n g t h e r e s e r v o i r . 

DAVID F. BONEAU 

H a v i n g been d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. VANDIVER: 

Q. P l e a s e s t a t e y o u r name, y o u r 

o c c u p a t i o n , and by whom y o u ' r e employed. 

A. My name i s D a v i d F r a n c i s Boneau. I 

work as r e s e r v o i r e n g i n e e r i n g s u p e r v i s o r f o r 

Y a t e s P e t r o l e u m i n A r t e s i a , New Me x i c o . 

Q. And, Mr. Boneau, on p r e v i o u s o c c a s i o n s 

you've t e s t i f i e d b e f o r e t h e O i l C o n s e r v a t i o n 
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D i v i s i o n i n y o u r c a p a c i t y as a r e s e r v o i r 

e n g i n e e r , had y o u r q u a l i f i c a t i o n s as such 

a c c e p t e d , and y o u r q u a l i f i c a t i o n s a r e a m a t t e r o f 

r e c o r d ? 

A. T h a t ' s c o r r e c t . 

Q. Have you made a s t u d y o f t h e r e s e r v o i r 

i n t h e a r e a , t h e Upper Penn r e s e r v o i r , i n t h e 

a r e a o f Y a t e s 1 p r o p o s e d w e l l i n t h i s case? 

A. Yes, s i r . 

Q. And have you f o r m e d c e r t a i n o p i n i o n s 

r e g a r d i n g t h e n a t u r e o f t h e r e s e r v o i r and Y a t e s ' 

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

A. Yes, s i r . 

Q. And have you p r e p a r e d c e r t a i n e x h i b i t s 

t o i l l u s t r a t e y o u r t e s t i m o n y t h i s m o r n i n g ? 

A. Yes, s i r . 

MR. VANDIVER: Mr. Examiner, I ' d t e n d e r 

Mr. Boneau as an e x p e r t r e s e r v o i r e n g i n e e r . 

EXAMINER CATANACH: Mr. Boneau i s so 

q u a 1 i f i ed. 

Q. Mr. Boneau, c o u l d you t e l l us s o m e t h i n g 

a b o u t t h e w e l l s i n S e c t i o n s 14, 15, and 22 w i t h 

r e g a r d t o t h e i r c u m u l a t i v e p r o d u c t i o n ? 

A. Okay. F i r s t I t h i n k we need t o --

Ya t e s i s a s k i n g t h a t t h e p e n a l t y i n t h e Upper 
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Penn be s e t a t 40 p e r c e n t . I d o n ' t t h i n k anyone 

e l s e has m e n t i o n e d t h a t . T h a t ' s what we're 

a s k i n g f o r . 

E x h i b i t 13, w h i c h i s my f i r s t e x h i b i t , 

i s a copy o f a p o r t i o n o f E x h i b i t 9 t h a t was 

p r e s e n t e d by t h e g e o l o g i s t . I t ' s an i s o p a c h , and 

i t shows n i n e s e c t i o n s w i t h S e c t i o n 23 i n t h e 

c e n t e r . 

Mr. V a n d i v e r asked a b o u t t h e 

c u m u l a t i v e s f o r t h e s u r r o u n d i n g w e l l s . And my 

memory i s t h a t t h e w e l l i n S e c t i o n 13 HOC 

F e d e r a l , t h e H o n o l u l u O i l C o r p o r a t i o n w e l l , has a 

cum o f 8 Bcf o f gas, and t h e o t h e r w e l l s have 

cums o f a p p r o x i m a t e l y 30 Bcf o f gas. 

Q. Mr. Boneau, do you have an o p i n i o n as 

t o t h e r e s e r v e s i n S e c t i o n 23 i n t h e Upper Penn 

f o r m a t i o n o r i g i n a l l y ? 

A. Yes, and my e x h i b i t s a t t e m p t t o show 

t h o s e numbers. E x h i b i t 13 shows t h e p r o p o s e d 

l o c a t i o n 660 f r o m t h e n o r t h and 680 f r o m t h e west 

f o r t h e Y a t e s Diane w e l l . 

Q. I s t h a t 860 i n s t e a d o f 680? 

A. I t ' s 860, r e g a r d l e s s o f what I s a i d t h e 

f i r s t t ime. 

Q. You s a i d 680. 
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A. Thank you. And we e x p e c t t h a t w e l l t o 

e n c o u n t e r a b o u t 100 f e e t o f d o l o m i t e . On E x h i b i t 

13 I ' v e a l s o drawn a c i r c l e w i t h a r a d i u s o f 2979 

f e e t a r o u n d an o r t h o d o x l o c a t i o n , and t h a t w o u l d 

be a p o r t i o n o f a 6 4 0 - a c r e d r a i n a g e c i r c l e . 

The f o l l o w i n g e x h i b i t s c a l c u l a t e how 

much gas i s i n p l a c e b o t h i n S e c t i o n 23 and 

w i t h i n a 6 4 0 - a c r e d r a i n a g e c i r c l e a r o u n d an 

o r t h o d o x l o c a t i o n . 

Q. A l l r i g h t . I f you w o u l d i d e n t i f y 

E x h i b i t 14 f o r t h e Examiner o r i f you'd l i k e t o 

t a l k a b o u t t h e e x h i b i t s i n c o n j u n c t i o n w i t h one 

a n o t h e r , you may. 

A. E x h i b i t 14 c o n s i s t s o f t h r e e pages, and 

t h e f u n c t i o n o f t h e t h r e e pages i s s i m p l y t o 

c a l c u l a t e t h e gas t h a t was -- t h e gas i n p l a c e i n 

S e c t i o n 23 and a l s o w i t h i n t h a t 6 4 0 - a c r e d r a i n a g e 

c i r c l e a r o u n d an o r t h o d o x l o c a t i o n . 

The c a l c u l a t i o n s have been done i n 

t e r m s o f o r i g i n a l gas i n p l a c e , w h i c h means gas 

t h a t was i n p l a c e i n t h e 1965 t i m e frame when t h e 

f i e l d was d i s c o v e r e d . The o r i g i n a l p r e s s u r e i n 

t h e f i e l d was r e p o r t e d as 2921 P S I , ab o u t 2900 

PS I . The c u r r e n t p r e s s u r e i n t h e f i e l d i s a r o u n d 

1500 P S I. 
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So I ' v e c a l c u l a t e d t h e s e numbers, 

o r i g i n a l gas i n p l a c e . An e s t i m a t e , o r 

r e a s o n a b l e e s t i m a t e o f wh a t ' s t h e r e now w o u l d be 

h a l f o f what's c a l c u l a t e d . I t ' s h a l f gone. The 

p r e s s u r e i s h a l f gone; t h e gas i s h a l f gone. 

So E x h i b i t 14, t h e r e a l answers t o 

E x h i b i t 14 a r e a t a t t h e b o t t o m o f t h e f i r s t 

page. I t says S e c t i o n 23 and i s u n d e r l i n e d and, 

t h e gas i n p l a c e , 3.3 B c f . There were 3.3 Bcf 

w i t h i n S e c t i o n 23 a t d i s c o v e r y . And my e s t i m a t e 

o f how much gas i s t h e r e now w o u l d be ab o u t 1.6 

Bcf . 

The o t h e r answer, a t t h e v e r y b o t t o m o f 

t h e f i r s t page o f E x h i b i t 14, w i t h i n t h e 6 4 0 - a c r e 

d r a i n a g e a r e a a r o u n d an o r t h o d o x l o c a t i o n , t h e r e 

were o r i g i n a l l y 9.5 Bcf i n p l a c e . And now my 

e s t i m a t e w o u l d be t h e r e ' s 4.7, h a l f o f t h a t i s 

a p p r o x i m a t e l y w h at's i n p l a c e . 

The o t h e r two pages o f E x h i b i t 14 

s i m p l y f i l l i n some o f t h e d e t a i l s o f t h a t 

c a l c u l a t i o n . The second page i s t h e d e t a i l e d 

numbers f o r p l a n i m e t e r i n g E x h i b i t 13. And t h e 

t h i r d page i s a guess a n a l y s i s and a c a l c u l a t i o n 

o f t h e gas d e v i a t i o n f a c t o r t h a t i s i n v o l v e d i n 

t h e c a l c u l a t i o n . 
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A v e r y i m p o r t a n t p a r a m e t e r i n t h e 

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

use p u b l i s h e d t h i n g s . I d o n ' t have a 

measurement. The p u b l i s h e d p o r o s i t i e s i n t h e 

I n d i a n B a s i n a r e , t h a t I ' v e seen, a r e 5 t o 7 

p e r c e n t , and I use 6. T h a t ' s p r e t t y much t h e 

s t o r y on E x h i b i t 14. 

Q. A l l r i g h t . I f y o u ' l l i d e n t i f y Y a t e s 

E x h i b i t 15 f o r t h e Examiner and d e s c r i b e t h e 

i n f o r m a t i o n c o n t a i n e d i n t h a t e x h i b i t . 

A. E x h i b i t 15 a t t e m p t s t o make t h e s t e p 

f r o m how much gas was t h e r e o r i g i n a l l y and how 

much gas i s t h e r e now t o what s h o u l d Y a t e s be 

a l l o w e d t o p r o d u c e ? And t h i s i s my way o f d o i n g 

i t , and I'm s u r e someone e l s e w o u l d do i t 

d i f f e r e n t l y . 

My l o g i c was t h a t t h e r e l a t i v e l y n e a r b y 

w e l l i n S e c t i o n 13 has ceased p r o d u c t i o n and t h e 

o p e r a t o r s moved u p - d i p . So t h a t I w o u l d e x p e c t 

t h a t t h e Y a t e s w e l l w o u l d be r e l a t i v e l y 

s h o r t - l i v e d . I t ' s n o t g o i n g t o be a 25-year w e l l 

l i k e t h e s e o t h e r w e l l s have been. 

The w e l l i n S e c t i o n 13, t h e HOC 

F e d e r a l , d e c l i n e d 35 p e r c e n t per y e a r o v e r t h e 

l a s t f i v e y e a r s o f i t s l i f e . And I ' v e t a k e n t h e 
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i d e a t h a t t h e Y a t e s w e l l c o u l d e a s i l y d e c l i n e 35 

p e r c e n t p er y e a r . And t o g e t v a r i o u s amounts o f 

gas o u t o f t h e w e l l , you can t h e n c a l c u l a t e a t 

what r a t e i t w o u l d have t o s t a r t and how t h a t 

compares t o t h e a l l o w a b l e i n t h e I n d i a n B a s i n . 

T h a t ' s t h e k i n d o f l o g i c t h a t ' s i n v o l v e d i n 

E x h i b i t 15. 

So i n p a r t i c u l a r I ' v e l o o k e d a t t h r e e 

c a s e s , t h r e e s c e n a r i o s , and t h e y ' r e l i s t e d a t t h e 

b o t t o m o f t h e page. I f you impose no p e n a l t y and 

i f we're f o r t u n a t e enough t o g e t a w e l l t h a t w i l l 

p r o d u c e l i k e t h i s , you c o u l d p r o d u c e t h e 

a l l o w a b l e , w h i c h i s a b o u t — w h i c h has been a b o u t 

5.6 m i l l i o n a day. And, o f c o u r s e , t h e a l l o w a b l e 

v a r i e s as t h e p r o r a t i o n i s s e t , b u t t h a t ' s an 

a v e r a g e o f what i t was i n 1991. 

Such a w e l l w o u l d t h e n r e c o v e r 4.7 B c f , 

w h i c h w o u l d be a l l t h e gas t h a t i s w i t h i n t h e 

64 0 - a c r e c i r c l e a r o u n d t h e o r t h o d o x l o c a t i o n . I f 

we were g i v e n a 33 p e r c e n t p e n a l t y , t h e w e l l 

w o u l d s t a r t a t 3.8 m i l l i o n a day and w o u l d 

r e c o v e r 3.2 Bcf a t a 35 p e r c e n t d e c l i n e . 

And t h a t w o u l d be a l l o f t h e gas t h a t 

i s now i n S e c t i o n 23, p l u s — and t h e paper says 

-- a f o u r t h o f o u t s i d e . J u s t a f o u r t h o f what 
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was o r i g i n a l l y w i t h i n t h e c i r c l e b u t o u t s i d e 

S e c t i o n 23. I t ' s a c t u a l l y h a l f o f what's now 

w i t h i n t h e c i r c l e b u t o u t s i d e S e c t i o n 23. 

And i n t h e t h i r d c ase, a 65 p e r c e n t 

p e n a l t y , t h e w e l l w o u l d be a l l o w e d t o s t a r t a t 2 

m i l l i o n a day. And a t a 35 p e r c e n t d e c l i n e , i t 

w o u l d r e c o v e r 1.6 B c f , w h i c h w o u l d be a l l o f t h e 

gas t h a t i s now w i t h i n S e c t i o n 23. 

So I t h i n k i t f o l l o w s t h a t , i n 

recommending a 40 p e r c e n t p e n a l t y , we're t h i n k i n g 

i n t e r m s o f t h e 33 p e r c e n t case on E x h i b i t 15, 

and t h a t says we a r e recommending t h a t we be 

a l l o w e d t o r e c o v e r some o f t h e gas t h a t i s now 

o u t s i d e S e c t i o n 23. 

F r a n k l y , I w o r r i e d a l o t a b o u t 

recommending t h a t t o y ou. And my l o g i c as t o why 

t h a t ' s r i g h t i s t h a t t h i s p o o l has been s e t up on 

64 0 - a c r e s p a c i n g w i t h t h e r u l e s t h a t we've t a l k e d 

a b o u t . And t h o s e r u l e s have caused p e o p l e t o p u t 

t h e i r w e l l s i n t h e n o r t h w e s t q u a r t e r o f t h e 

s e c t i o n s , so t h a t w i t h 6 4 0 - a c r e d r a i n a g e , t h e y 

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

t h e n o r t h h a l f o f t h e s e c t i o n i n w h i c h t h e y 

e x i s t . 

And so t h o s e r u l e s have, t o me, 
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l e g i t i m a t i z e d t h e d r a i n a g e a r e a i n c l u d i n g some of 

t h e s e c t i o n t o t h e n o r t h . And t h a t ' s what I'm 

recommending h e r e . I t h i n k t h a t ' s what E x h i b i t 

15 shows. I t shows t h a t t h e Y a t e s w e l l , i f i t i s 

s h o r t - l i v e d -- and I e x p e c t i t t o be s h o r t - l i v e d 

-- i t ' s g o i n g t o have t o s t a r t a t a p r e t t y 

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

a r e s t i l l i n t h e a r e a a r o u n d i t and t h e r e s e r v e s 

t h a t were o r i g i n a l l y w i t h i n S e c t i o n 23. 

Q. I s t h e r e a n y t h i n g e l s e w i t h r e g a r d t o 

E x h i b i t 15? 

A. No, s i r . 

Q. Mr. Boneau, y o u ' r e aware o f t h e v a r i o u s 

t y p e s o f f o r m u l a t h a t a r e used i n d e t e r m i n i n g 

p e n a l t i e s on t h e a l l o w a b l e i n t h e a r e a o f t h e 

I n d i a n B a s i n - U p p e r Penn Pool? 

A. I'm aware o f p e n a l t i e s i n s o u t h e a s t New 

M e x i c o , and I ' v e l o o k e d a t q u i t e a few o f t h e s e 

p r e v i o u s cases on p e n a l t i e s , y e s , s i r . 

Q. And what a r e some o f t h e t y p e s o f 

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

A. I n g e n e r a l i t ' s w h a t e v e r t h e e n g i n e e r s 

can t h i n k o f a t t h e t i m e , b u t t h e y come down t o 

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

r e l a t i v e t o o r t h o d o x l o c a t i o n s , f a c t o r s i n v o l v i n g 
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d r a i n a g e a r e a s , r e l a t i v e t o d r a i n a g e a r e a s a t 

o r t h o d o x l o c a t i o n s . And e s p e c i a l l y i n t h i s 

I n d i a n B a s i n a r e a , t h e r e have been f o r m u l a s where 

p r o d u c t i v e a c r e s have p l a y e d a p a r t , p l a y e d a 

r e l a t i v e l y m a j o r p a r t . Those a r e t h e k i n d s t h a t 

I r e c a l l . 

Q. A l l r i g h t . I d e n t i f y E x h i b i t 16 and 

d e s c r i b e what t h a t i s , p l e a s e . 

A. E x h i b i t 16 i s a c a l c u l a t i o n o f a 

p e n a l t y under a t h r e e - p a r t f o r m u l a t h a t ' s been 

used i n s o u t h e a s t New Mexico by t h e Commission. 

I have a p p e a r e d i n cases where I ' v e a r g u e d 

a g a i n s t t h i s f o r m u l a . But as a s t a r t i n g p l a c e 

f o r w h a t ' s a r e a s o n a b l e k i n d o f f o r m u l a , i t works 

most o f t h e t i m e . 

The t h r e e p a r t s i n t h e p e n a l t y a r e 

i l l u s t r a t e d on E x h i b i t 16 and t h e r e i s what I 

c a l l an e a s t - w e s t f a c t o r , and i t ' s t h e 

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

e a s t - w e s t f o o t a g e , o r t h e a c t u a l l o c a t i o n 

r e l a t i v e t o t h e e a s t - w e s t f o o t a g e . 

For an o r t h o d o x l o c a t i o n , t h e Yates i s 

60, r e l a t i v e t o t h e 1650. And t h e p a r t o f t h e 

p e n a l t y f r o m t h e e a s t - w e s t f a c t o r s w o r k s o u t t o 

0.48, a 48 p e r c e n t p e n a l t y based on t h e e a s t - w e s t 
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f a c t o r . 

The n o r t h - s o u t h f a c t o r i s an e x a c t l y 

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

d i s t a n c e f r o m t h e — n o r t h - s o u t h d i s t a n c e o f t h e 

a c t u a l l o c a t i o n f r o m t h e edge o f t h e s e c t i o n 

r e l a t e d t o t h e n o r t h - s o u t h d i s t a n c e o f t h e 

o r t h o d o x l o c a t i o n f r o m t h e edge o f t h e s e c t i o n . 

And t h e c o m p a r i s o n o f t h e 660 l o c a t i o n 

w i t h t h e 1650 o r t h o d o x l o c a t i o n w o u l d g i v e a 

p e n a l t y f a c t o r o f 60 p e r c e n t . 

The t h i r d f a c t o r i n t h i s --

Q. Excuse me. Do you mean a p e n a l t y 

f a c t o r o f 60 p e r c e n t o r — a l l r i g h t . 

A. No. I mean a p e n a l t y f a c t o r o f 60 

p e r c e n t . 

Q. A l l r i g h t . 

A. And t h e t h i r d f a c t o r i n t h e t h r e e - p a r t 

f o r m u l a i s t h e excess a r e a , and i t ' s a r a t i o o f 

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

6 4 0 - a c r e s p a c i n g , 6 4 0 - a c r e s p a c i n g u n i t c i r c l e 

a r o u n d t h e a c t u a l l o c a t i o n b u t o u t s i d e a s i m i l a r 

c i r c l e a r o u n d t h e o r t h o d o x l o c a t i o n . 

The f i g u r e i n d i c a t e s t h a t t h e shaded 

a r e a h e r e c o n t a i n s 172 a c r e s o f excess d r a i n a g e 

a r e a o u t s i d e S e c t i o n 23, and t h a t ' s 27 p e r c e n t o f 
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t h e 6 4 0 - a c r e s p a c i n g u n i t a r e a o r n o r m a l d r a i n a g e 

a r e a . And t h a t w o u l d r e s u l t i n a p e n a l t y f a c t o r 

o f 2 7 p e r c e n t . 

The method t h e n a v e r a g e s t h o s e t h r e e 

p e n a l t y f a c t o r s . I n t h i s case i t w o u l d y i e l d — 

t h e p e n a l t y f a c t o r , t h e a v e r a g e o f t h e t h r e e , 

w h i c h i s e q u a l t o 45 p e r c e n t p e n a l t y . 

My p o i n t i n g o i n g t h r o u g h t h i s i s t h a t 

a f o r m u l a t h a t has been used by t h e Commission 

comes up w i t h 45 p e r c e n t , w h i c h I c o n t e n d i s i n 

l i n e w i t h t h e 40 t h a t I'm recommending. 

Q. Mr. Boneau, why no p r o d u c t i v e a c r e s 

component o f t h i s f o r m u l a ? 

A. Couple r e a s o n s f o r t h a t . F i r s t o f a l l , 

t h i s i s t h e p e n a l t y f o r m u l a t h a t I'm most 

f a m i l i a r w i t h , and I a c t u a l l y d i d t h i s b e f o r e I 

r e a l i z e d t h a t t h e p r o d u c t i v e a c r e s have been used 

a t I n d i a n B a s i n . But t h e r e a r e some d i f f e r e n c e s 

a b o u t t h e Y a t e s p r o j e c t s h e r e . 

I guess Y a t e s has been up h e r e enough 

t h a t p e o p l e r e a l i z e how t h e company w o r k s . T h i s 

i s an e x p i r i n g l e a s e . Somebody bo u g h t i t . We 

boug h t i t f i v e y e a r s ago. We s h o u l d have d r i l l e d 

i t f i v e y e a r s ago. O b v i o u s l y t h e gas has gone 

away. We've been busy w i t h Dagger Draw and o t h e r 
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t h i n g s . 

T h i s i s , t o me, t h i s i s an e x p l o r a t i o n 

p r o j e c t . T h i s i s n o t — we're n o t a p e r s o n who's 

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

t i m e and now we're f i n d i n g o u t t h a t our o r i g i n a l 

l o c a t i o n was n o t t h e b e s t and we want t o move 

u p - d i p . 

We're l o o k i n g t o h o p e f u l l y e x t e n d t h e 

edge o f t h i s p o o l . I n Dagger Draw we've been 

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

edges o f t h a t f i e l d and e x t e n d i n g i t 40 a c r e s a t 

a t i m e i n t o p r o d u c t i v e a c r e s . 

And I l o o k a t t h a t as -- I l o o k a t t h i s 

p r o j e c t as an e x p l o r a t i o n p r o j e c t r a t h e r t h a n 

j u s t l e t ' s g e t a l i t t l e more gas o u t o f t h i s 

s e c t i o n b e f o r e we have t o abandon our p o s i t i o n . 

Most o f t h e cases I r e a d where 

p r o d u c t i v e a c r e s a r e i n v o l v e d a r e cases where a 

w e l l has e x i s t e d and somebody wants t o move 

u p - d i p . For example, p e o p l e who have, l i k e , 400 

p r o d u c t i v e a c r e s i n a s e c t i o n , t h e y ' v e had a w e l l 

t h a t ' s p r o d u c e d 5, 10 o r 20 B c f , and now t h e y 

want t o move t o t h e e x t r e m e n o r t h w e s t c o r n e r . 

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

p e n a l t y , b u t t h e a c r e a g e f a c t o r i n v o l v e s t h e 400 
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p r o d u c t i v e a c r e s , and most o f t h a t has been 

a l r e a d y d r a i n e d . T h e r e ' s maybe 40 or 80 a c r e s 

t h a t a r e l e f t t h a t a r e n o t p r o d u c t i v e , b u t t h e 

400 a c r e s goes i n t o t h e p e n a l t y c a l c u l a t i o n . 

Y a t e s has, by my c a l c u l a t i o n s , 145 

a c r e s , b u t we h a v e n ' t d r a i n e d a n y t h i n g f r o m 

t h a t . And i f we p u t i n some f a c t o r r e l a t e d t o 

145 o r 650, t h a t ' s u n f a i r i n t h e c o n t e x t o f t h e 

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

l o t s o f gas. We've g o t 145 a c r e s t h a t ' s 

u n d r a i n e d by Y a t e s . I n t h e s e o t h e r cases t h e r e 

may be 40 o r 80 a c r e s t h a t ' s u n d r a i n e d by t h e 

o p e r a t o r , b u t t h e y ' r e g e t t i n g c r e d i t f o r 400. 

So I'm opposed t o u s i n g t h e p r o d u c t i v e 

a c r e s i n t h e sense t h a t i t has been used, and I 

j u s t d o n ' t see an a d v a n t a g e i n t r y i n g t o make 

some new p r o d u c t i v e a c r e p o r t i o n o f t h e p e n a l t y . 

What we've g o t i s s u f f i c i e n t f o r what we need, 

and some p e n a l t y i n t h e 40 p e r c e n t r a n g e i s 

a p p l i c a b l e i n my o p i n i o n . 

Q. I n y o u r o p i n i o n , t h e n , a 40 p e r c e n t 

p e n a l t y i n t h i s case w o u l d be a f a i r and 

r e a s o n a b l e p e n a l t y and a l l o w Y a t e s t o r e c o v e r i t s 

j u s t and e q u i t a b l e s h a r e o f t h e gas i n p l a c e i n 

t h e Upper Penn F o r m a t i o n i n S e c t i o n 23? 
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A. T h a t ' s my o p i n i o n , y e s , s i r . 

Q. I n y o u r o p i n i o n i t w o u l d n o t be f a i r 

and r e a s o n a b l e t o base t h e p e n a l t y on t h e 

p r o d u c t i v e a c r e s based upon, as you s a i d , t h e 

h i s t o r y o f p e n a l t y c a l c u l a t i o n s i n t h i s a r ea? 

A. T h a t ' s a l s o my o p i n i o n , y e s , s i r . 

Q. And i n y o u r o p i n i o n w i l l t h e a p p r o v a l 

o f Y a t e s ' a p p l i c a t i o n be i n t h e i n t e r e s t s o f 

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

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

A. Yes, s i r . 

Q. And w i l l such a p e n a l t y i n y o u r o p i n i o n 

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

o p e r a t o r s ? 

A. Yes, s i r . 

Q. And were E x h i b i t s 13 t h r o u g h 16 

p r e p a r e d by you or under y o u r d i r e c t i o n and 

s u p e r v i s i o n ? 

A. Yes, s i r . 

MR. VANDIVER: Mr. Examiner, I w o u l d 

move t h e a d m i s s i o n o f A p p l i c a n t ' s E x h i b i t s 13 

t h r o u g h 16 a t t h i s t i m e . 

EXAMINER CATANACH: E x h i b i t s 13 t h r o u g h 

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

MR. VANDIVER: That c o n c l u d e s my d i r e c t 
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e x a m i n a t i o n o f Mr. Boneau. 

EXAMINER CATANACH: Mr. C a r r . 

EXAMINATION 

BY MR. CARR: 

Q. Mr. Boneau, as you've i n d i c a t e d , Y a t e s 

has had t h e l e a s e f o r some t i m e and i s l o o k i n g 

f o r a l e a s e e x p l o r a t i o n ; i s t h a t c o r r e c t ? 

A. T h a t ' s what I u n d e r s t a n d , y e s , s i r . 

Q. Y a t e s c o u l d have i n f a c t d r i l l e d t h i s 

w e l l some t i m e ago? 

A. W i t h t h e a p p r o p r i a t e a p p r o v a l s , y e s , 

s i r . 

Q. And what you have shown us on y o u r 

E x h i b i t No. 14 i s an e s t i m a t e o f t h e r e s e r v e s 

t h a t were o r i g i n a l l y u nder t h i s a c r e a g e i n t h e 

3.3 B c f ? 

A. Yes, s i r . 

Q. And what r e m a i n s t o d a y b e i n g 

a p p r o x i m a t e l y 1.6 Bc f ? 

A. T h a t ' s my e s t i m a t e , y e s , s i r . 

Q. Okay. I f we move f r o m t h a t t o y o u r 

E x h i b i t No. 15, you have p r o j e c t e d f o r t h i s w e l l 

a d e c l i n e r a t e o f 35 p e r c e n t a y e a r ; i s t h a t 

r i g h t ? 

A. Yes, s i r . 
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Q. D i d n ' t you t e l l me t h a t t h e p r e s s u r e 

has d e c r e a s e d i n t h i s w e l l a p p r o x i m a t e l y 50 

p e r c e n t f r o m o r i g i n a l p r e s s u r e s ? 

A. Yes. 

Q. And t h a t has o c c u r r e d o v e r how many 

y e a r s , 20, 30 y e a r s ? 

A. I t h i n k t h a t ' s 25. 1965 t o 1990. 

Those k i n d o f t i m e s . T h a t ' s 25. 

Q. You've seen a 50 p e r c e n t d e c l i n e i n 25 

y e a r s , and y e t y o u ' r e p r o j e c t i n g 35 p e r c e n t a 

y e a r f r o m t h i s p o i n t f o r w a r d ; i s t h a t r i g h t ? 

A. Yes, s i r . 

Q. I s t h a t r e a l l y a r e a l i s t i c — why do 

you see t h e changes, t h e p r e s s u r e d e c l i n e s so 

d r a m a t i c a l l y a t t h i s p o i n t i n t i m e ? 

A. I d o n ' t know t h a t I u n d e r s t a n d . The 

w e l l -- I t o o k t h i s f r o m t h e n e a r e s t w e l l t h a t I 

t h o u g h t had a chance o f b e i n g a p p r o p r i a t e . That 

was t h e w e l l i n S e c t i o n 13. The w e l l i n S e c t i o n 

13, t h e HOC F e d e r a l No. 1, p r o d u c e d 8 B c f . And 

s t a r t i n g i n 1985 i t d e c l i n e d s t e a d i l y , and i t now 

does n o t p r o d u c e anymore. 

The p r e s s u r e i n f o r m a t i o n p r e s e n t e d t o 

t h e s t a t e on t h a t w e l l i n d i c a t e d t h a t t h e 

b o t t o m h o l e p r e s s u r e i s s t i l l -- I t h i n k t h e 
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numbers t h e r e were 1350 pounds -- b u t i n t h e 1500 

rang e t h a t we're t a l k i n g a b o u t . And t h e w e l l 

d i e d . I f r a n k l y do n o t u n d e r s t a n d why. And --

w h a t e v e r . 

I'm n o t s u r e what I'm supposed t o have 

done. But i n t h e t i m e t h a t I had, I'm n o t a b l e 

t o u n d e r s t a n d t h a t . I s t i l l -- t h a t i s r e a l l y 

c l o s e t o where we a r e . And w h a t e v e r mechanism i s 

o c c u r r i n g t h e r e , I t h i n k , has a v e r y good chance 

o f o c c u r r i n g where we a r e . 

Q. So what you've done, i f I u n d e r s t a n d 

t h i s , i s y o u ' r e a n t i c i p a t i n g a 35 p e r c e n t d e c l i n e 

based on what you've seen i n one o t h e r w e l l ? 

A. T h a t ' s t r u e , y e s , s i r . 

Q. And you d i d n ' t l o o k a t what a l l t h e 

o f f s e t t i n g w e l l s were d o i n g ? You j u s t based t h i s 

d e c l i n e r a t e on d a t a f r o m one w e l l ? 

A. Yes. I t ' s t h e one o f f s e t t i n g w e l l 

t h a t ' s r e l e v a n t . But what I d i d n o t do was l o o k 

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

f i e l d and u n d e r s t a n d them. I d i d n o t do t h a t . 

Q. Now, i f t h e w e l l t h a t y o u ' r e p r o p o s i n g 

i s d r i l l e d a t t h e u n o r t h o d o x l o c a t i o n — and i t 

d o e s n ' t l o o k l i k e t h e one w e l l t h a t you have 

based y o u r d e c l i n e r a t e on -- we m i g h t have a 
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v e r y d i f f e r e n t d e c l i n e p i c t u r e ; i s t h a t r i g h t ? 

A. I t h i n k t h e b a s i c answer i s y e s . I f 

we've u n d e r e s t i m a t e d o ur g e o l o g y , i f t h e r e r e a l l y 

i s more d o l o m i t e down t h e r e o r s t r o n g d o l o m i t e 

f i n g e r s t o t h e s o u t h e a s t , and we have 2- or 300 

p r o d u c t i v e a c r e s , we c o u l d have a good w e l l t h a t 

l a s t e d somewhat l o n g e r t h a n what I p r o j e c t e d . 

Q. Then you w o u l d r e c o v e r s u b s t a n t i a l l y 

more u l t i m a t e l y ? 

A. And we w o u l d have more on our l e a s e t o 

r e c o v e r a l s o , y e s . 

Q. I f I l o o k a t y o u r E x h i b i t No. 15, what 

i t b a s i c a l l y , i f I u n d e r s t a n d y o u r t e s t i m o n y , 

says what y o u ' r e h o p i n g t o a c h i e v e i s a c u r v e 

s i m i l a r t o t h e m i d d l e c u r v e where you w o u l d 

u l t i m a t e l y r e c o v e r 3.2 Bcf ? 

A. Yes. I'm a s k i n g — my t e s t i m o n y was 

t h a t t h e t o p c u r v e i s n o t -- we c a n n o t j u s t i f y 

p r o d u c i n g a w e l l a c c o r d i n g t o t h e t o p c u r v e , b u t 

t h e m i d d l e c u r v e i s what I hope w i l l happen and 

what I hope t h e Commission w i l l l e t happen. 

Q. And t h a t b a s i c a l l y w o u l d e n a b l e Y a t e s 

t o r e c o v e r what was o r i g i n a l l y u nder t h e 

p r o p e r t y ? 

A. T h a t ' s c o r r e c t . 
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Q. And y e t no w e l l has been d r i l l e d f o r 

p r o b a b l y 30 y e a r s ; c o r r e c t , s i n c e — 

A. I'm n o t c l e a r what 30 y e a r s y o u ' r e 

t a l k i n g a b o u t . 

Q. Twenty t o 30 y e a r s have passed s i n c e 

t h e p o o l was d i s c o v e r e d ? 

A. And most o f t h e de v e l o p m e n t was i n 

t h o s e e a r l y y e a r s , y e s , s i r . 

Q. And t h i s t r a c t has n o t been d e v e l o p e d ? 

A. No. No one has d r i l l e d a s u c c e s s f u l 

w e l l i n t h i s t r a c t . 

Q. And Ya t e s and i t s p r e d e c e s s o r s have 

have had t h a t p e r i o d o f t i m e w i t h i n w h i c h t h e y ' v e 

had o p p o r t u n i t y t o d r i l l a w e l l ? 

A. T h a t ' s c o r r e c t . 

Q. And what y o u ' r e s e e k i n g h e r e i s now, 30 

y e a r s a f t e r t h e p o o l was d i s c o v e r e d , an 

o p p o r t u n i t y t o r e c o v e r what was o r i g i n a l l y t h e r e ? 

A. Yes. 

Q. And i f t h i s becomes p a r t o f t h e h i s t o r y 

o f t h i s p o o l , w o u l d n ' t t h e n t h e n e x t l o g i c a l s t e p 

be t o go back and a s s i g n t o each w e l l , a f t e r t h e 

f a c t , what we b e l i e v e was o r i g i n a l l y t h e r e and 

t h e n say when you p r o d u c e t h a t , we s h u t i t i n ? 

A. T h a t ' s a jump p a s t t h e l o g i c t h a t I 
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i n t e n d . The --

Q. But i n essence — 

A. I n essence t h a t ' s what I'm s u g g e s t i n g 

happen. I t r i e d t o e x p l a i n t h a t I'm n o t a s k i n g 

f o r t h e gas t h a t was o r i g i n a l l y t h e r e . I'm 

a s k i n g f o r some o f t h e o t h e r p e o p l e s ' gas. And 

i t t u r n s o u t t h a t t h e numbers come o u t t o e q u a l 

t h e gas t h a t was o r i g i n a l l y t h e r e . 

Q. And when y o u ' r e a s k i n g f o r o t h e r 

p e o p l e s ' gas, y o u ' r e a s k i n g f o r a u t h o r i t y t o 

d r a i n them; i s n ' t t h a t r i g h t ? 

A. Yes, s i r . T h a t ' s what I'm a s k i n g f o r , 

because. 

Q. Because --

A. Because t h e y ' r e d r a i n i n g somebody e l s e . 

Q. Because t h e y d r i l l e d w e l l s i n a t i m e 

f rame when you d i d n o t ? 

A. T h a t ' s t r u e , y e s , s i r . 

Q. I ' d t h o u g h t I u n d e r s t o o d y o u r t e s t i m o n y 

t o be t h a t w i t h t h i s w e l l you f e l t you were 

e x t e n d i n g t h e l i m i t s o f t h e r e s e r v o i r ; i s t h a t 

what you s a i d , w i t h t h i s p r o p o s e d w e l l ? 

A. W e l l , t h a t ' s t h e i d e a . No. I a d m i t 

t h a t d o i n g i t 40 a c r e s a t a t i m e i s a t o u g h 

a n a l o g y i n a b i g gas f i e l d l i k e t h i s . 
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Q. But i n f a c t what we're d o i n g i s moving 

f r o m a d r y h o l e back t o w a r d t h e h e a r t o f t h i s 

r e s e r v o i r where t h i s l o c a t i o n i s ; i s n ' t t h a t 

r i g h t ? 

A. I can see where you w o u l d i n t e r p r e t i t 

t h a t way. 

Q. When we t a l k a b o u t y o u r E x h i b i t No. 16, 

t h e d o u b l e - c i r c l e c a l c u l a t i o n , you've i n f a c t 

been i n v o l v e d i n h e a r i n g s where Y a t e s s a i d i f 

t h i s was used a g a i n , we go t o c o u r t , h a v e n ' t you? 

A. I t h i n k t h a t — we may have s a i d i f i t 

was used i n t h a t case we w o u l d go t o c o u r t , y e s . 

Q. One o f t h e p r o b l e m s w i t h a c a l c u l a t i o n 

l i k e t h i s i s t h a t i n f a c t i t assumes r a d i a l 

d r a i n a g e , d o e s n ' t i t ? 

A. T h a t ' s one o f t h e p r o b l e m s . There a r e 

p r o b a b l y o t h e r s . 

Q. Would you e x p e c t r a d i a l d r a i n a g e t o 

o c c u r where you have a t r a n s i t i o n between 

d o l o m i t e and l i m e s t o n e r u n n i n g s o r t o f t h r o u g h 

t h e c e n t e r o f t h e c i r c l e ? 

A. W e l l , I w o u l d e x p e c t t h a t t h e r e w i l l be 

v e r y l i t t l e d r a i n a g e f r o m t h e s o u t h e a s t p a r t o f 

t h e c i r c l e where t h e r e i s v e r y l i t t l e d o l o m i t e . 

Q. D i d you c o n s i d e r t r y i n g t o e s t i m a t e t h e 
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p r o d u c t i v e a c r e a g e i n 23 t h a t c o u l d be d r a i n e d by 

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

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

t r a c t s ? 

A. The p r o d u c t i v e a c r e s t h a t we b e l i e v e 

a r e i n S e c t i o n 23 a r e 145. And I guess you s a i d 

how does t h a t compare t o 172? 

Q. Or what you w o u l d e s t i m a t e w o u l d be 

p r o d u c t i v e o f f t h e t r a c t because, as I l o o k a t 

y o u r g e o l o g i c a l c a l c u l a t i o n , p a r t o f t h e 172 

a c r e s w o u l d n ' t even be p r o d u c t i v e ; i s n ' t t h a t 

r i g h t ? My q u e s t i o n r e a l l y i s , d i d you do t h a t ? 

A. I t h i n k y o u ' r e s a y i n g t h a t t h e v e r y --

w h a t e v e r d i r e c t i o n — s o u t h w e s t t i p o f t h e 

h a t c h e d s t u f f w o u l d be below t h e ? e r o c o n t o u r . 

T h e r e ' s a t i n y b i t o f i t t h a t w o u l d , I t h i n k 

t h a t ' s c o r r e c t . 

Q. D i d you make any k i n d o f c o m p a r i s o n on 

t h a t b a s i s ? 

A. No. You c o u l d make t h a t c o m p a r i s o n 

now. 172 i s b i g g e r t h a n 145, i f t h a t ' s t h e 

c o m p a r i s o n you want. 

Q. I t h i n k you i n d i c a t e d t h a t you were n o t 

recommending u t i l i z a t i o n o f p r o d u c t i v e a c r e s 

because h i s t o r i c a l l y i t r e a l l y h a s n ' t been used 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

1 6 

17 

1 8 

1 9 

20 

2 1 

2 2 

23 

24 

25 

5 2 

i n p e n a l i z i n g w e l l s i n t h e p o o l ; i s t h a t what you 

s a i d ? 

A. I s a i d two or t h r e e t h i n g s . L e t me see 

i f I can -- I s a i d t h a t p r o d u c t i v e a c r e s had n o t 

been used i n t h e p e n a l t y cases t h a t I was 

f a m i l i a r w i t h i n s o u t h e a s t New M e x i c o , w h i c h 

i n v o l v e d — w h i c h m o s t l y i n v o l v e d p l a c e s o u t s i d e 

t h e I n d i a n B a s i n . 

I a l s o s a i d t h a t i n t h e cases i n t h e 

I n d i a n B a s i n t h a t I ' v e r e a d a b o u t , p r o d u c t i v e 

a c r e a g e was used where an o p e r a t o r had an o l d 

w e l l t h a t had p r o d u c e d q u i t e a l o t o f gas and was 

now moving — wa n t e d t o move u p - d i p t o p r e v e n t 

w a t e r encroachment o r w h a t e v e r . 

And I t h o u g h t i n t h o s e cases t h e way 

p r o d u c t i v e a c r e a g e was used d i d n o t a p p l y -- I 

t h i n k I used t h e word " f a i r l y " -- d i d n o t a p p l y 

f a i r l y t o t h e Y a t e s s i t u a t i o n h e r e , and so I 

w o u l d r e j e c t i t s use i n t h o s e c a s e s . 

I f r a n k l y do n o t know i f t h e r e a r e 

cases l i k e t h e Y a t e s cases where p r o d u c t i v e 

a c r e a g e was used o r was n o t used. I s i m p l y do 

no t remember t h a t . 

Q. P r o d u c t i v e a c r e a g e was used i n t h e 

c a l c u l a t i o n f o r t h e o f f s e t t i n g MW-Apache w e l l ? 
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A. Yes, b u t t h e y had a w e l l p r e v i o u s t o 

t h a t . 

Q. That had d r a i n e d a p o r t i o n o f t h e i r 

s p a c i n g u n i t ? 

A. That had d r a i n e d a p o r t i o n o f t h e i r 

spac i n g u n i t . 

Q. And you t h i n k t h a t ' s d i f f e r e n t t h a n 

h a v i n g t h e s p a c i n g u n i t where t h e r e was n o t h i n g 

and a l o t o f i t c o u l d be d r a i n e d ? 

A. Yes, I t h i n k t h a t ' s d i f f e r e n t . 

Q. You have one t h a t i s n o t p r o d u c t i v e 

because i t ' s been been p r o d u c e d ; you have a n o t h e r 

t h a t ' s n o t p r o d u c t i v e because i t ' s n e v e r had 

a n y t h i n g t h e r e t o p r o d u c e , and you t h i n k t h a t 

w o u l d make a d i f f e r e n c e ? 

A. W e l l , we t h i n k t h a t t h e r e ' s s o m e t h i n g 

h e r e t o p r o d u c e . We t h i n k t h e r e ' s 145 a c r e s t o 

p r o d u c e , and we s h o u l d be g i v e n c r e d i t f o r t h o s e 

14 5 a c r e s . 

I n t h e MW case, I d o n ' t remember t h e 

numbers, b u t t h e y were s i m i l a r t o my example o f 

t h e 400 p r o d u c t i v e a c r e s , and t h e y d r a i n e d v e r y 

many o f them. And i n t h e p r o d u c t i v e a c r e a g e 

c a l c u l a t i o n , t h e y ' r e g i v e n c r e d i t f o r 400 a c r e s , 

when r e a l l y , t h e y ' v e g o t g o t maybe 40, 80, or 100 
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l e f t . 

We've g o t 145 t h a t we've n e v e r 

p r o d u c e d , and I s u s p e c t t h a t you'd l i k e us t o use 

145 i n t h e p r o d u c t i v e a c r e a g e c a l c u l a t i o n . And 

I ' d say we need t o use 4 t i m e s t h a t because i n 

t h e MW case you use 4 t i m e s t h e 80 o r 100 t h a t ' s 

r e a l l y u n d r a i n e d . 

Q. As I u n d e r s t a n d y o u r t e s t i m o n y , you 

want t o now p r o d u c e t h e 145 a c r e s ? 

A. Yes, s i r . 

Q. And i t i s y o u r t e s t i m o n y t h a t what 

y o u ' r e d o i n g i s s e e k i n g , i f I u n d e r s t a n d i t , i s 

s e e k i n g t h e a u t h o r i t y t o do t h a t , p l u s d r a i n some 

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

A. Yes, s i r . 

MR. CARR: T h a t ' s a l l I have. 

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

MR. KELLAHIN: Thank y o u , Mr. 

Examiner. 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Dr. Boneau, I t h i n k I have one o f y o u r 

p l a t s t h a t shows t h e 145 p r o d u c t i v e a c r e s . I 

t h i n k i t ' s on E x h i b i t No. 3. So t h a t I 

u n d e r s t a n d what you a t t r i b u t e t h e 145 p r o d u c t i v e 
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a c r e s t o , am I c o r r e c t i n r e c o g n i z i n g t h a t on 

y o u r c a l c u l a t i o n you have t a k e n a l l t h a t a c r e a g e 

w i t h i n S e c t i o n 23 t h a t i s above t h e z e r o c o n t o u r 

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

q u a r t e r o f t h e s e c t i o n ? 

MR. STOVALL: Mr. K e l l a h i n --

THE WITNESS I t h i n k we're a l l t a l k i n g 

a b o u t 13 

1 3 

MR. STOVALL: I t h i n k y o u ' r e t a l k i n g 

MR. KELLAHIN 

MR. STOVALL: 

MR. KELLAHIN 

What d i d I say? 

You s a i d 3. 

Oh, I'm s o r r y . E x h i b i t 

13 

THE WITNESS: I t h i n k we're a l l l o o k i n g 

a t 13. And, i f I u n d e r s t a n d y o u r q u e s t i o n , 

t h a t ' s e x a c t l y r i g h t . 145 a c r e s i s t h e a c r e a g e 

more or l e s s i n t h e n o r t h w e s t p o r t i o n t h a t i s 

above t h e z e r o c o n t o u r l i n e . 

Q. (BY MR. KELLAHIN) And when we l o o k a t 

t h e second page o f E x h i b i t 14 and l o o k a t t h e 

second column o v e r o f t h e f i r s t d a t a under 

S e c t i o n 23, i t s a y s , "Measured A r e a , 145"? 

A. Yes. 

Q. That i s t h e number t a k e n f r o m E x h i b i t 
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13 and t h e p l a n i m e t e r i n g o f t h a t a r e a t o g e t t h e 

145 a c r e s ? 

A. Yes. The 145 a c r e s comes f r o m t h e 

a c t i o n s t h a t were done t o p r e p a r e 14. We 

measured 145 a c r e s above t h e z e r o c o n t o u r l i n e , 

80 a c r e s above t h e 50, and 24 a c r e s above t h e 100 

c o n t o u r 1 i n e . 

Q. Okay. W i t h i n S e c t i o n 23, t h e r e a r e 

t h r e e d r y h o l e s y m b o l s . Can you t e l l me w h i c h o f 

t h e t h r e e w e l l s was t h e f i r s t w e l l d r i l l e d i n t h e 

s e c t i o n ? 

A. I c a n n o t t e l l you t h a t . We c o u l d l o o k 

i t up, b u t I c o u l d n o t t e l l y o u . 

Q. On t h e 1 Lowe F e d e r a l , w h i c h i s t h e d r y 

h o l e marker i n t h e s o u t h e a s t o f t h e n o r t h w e s t 

q u a r t e r , do you see t h a t one? 

A. The 1 -- y e s . 

Q . The 1 Lowe F e d e r a l , do you know how 

many d r i l l stem t e s t s were c o n d u c t e d on t h a t 

w e l l ? 

A . No, I do no t . 

Q. Do you know i f any o f t h e t h r e e w e l l s 

shown on E x h i b i t 13 w i t h i n S e c t i o n 23 ev e r 

p r o d u c e d c o m m e r c i a l gas o u t o f t h e p o o l ? 

A. I t h i n k I do know t h a t none o f them 
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d i d . 

Q. On E x h i b i t 14, t h e c a l c u l a t i o n o f t h e 

gas i n p l a c e on t h e e x h i b i t shows an o r i g i n a l 

b o t t o m h o l e p r e s s u r e o f 2921 PSI? 

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

Q . You've p r o v i d e d f o r us i n y o u r o r a l 

t e s t i m o n y what t h e gas i n p l a c e i s f o r S e c t i o n 23 

i f you used 1500 pounds p r e s s u r e ? 

A. Yes. I t ' s a b o u t h a l f o f t h a t 3.3 B c f . 

Q. I b e l i e v e you t o l d me i t was about 1.6 

Bcf gas i n p l a c e ? 

A. Yes, s i r . 

Q. What i s t h e c u r r e n t r e s e r v o i r p r e s s u r e 

i n t h e I n d i a n B a s i n R e s e r v o i r ? 

A. I ' v e r e a d numbers t h a t i t ' s 1500, 1600 

PSI , and I ' v e l o o k e d up a few o f t h e s e r e p o r t e d 

t o t h e s t a t e t h a t a r e maybe down t o 1400 PSI, b u t 

i n t h a t r a n g e . I ' v e r e a d s e v e r a l p l a c e s t h a t 

i t ' s i n t h a t r a n g e , and I t h i n k M a r a t h o n t o l d us 

i n t h a t ' s r a n g e . I b e l i e v e i t ' s a b o u t 1500 b u t I 

have no a c t u a l d a t a t o — 

Q. Have you seen r e p o r t e d d a t a o r 

l i t e r a t u r e i n t h e p o o l t h a t says t h e a v e r a g e 

b o t t o m h o l e r e s e r v o i r p r e s s u r e now i s 1350? 

A. I d o n ' t know t h a t I ' v e seen t h a t , b u t I 
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w o u l d n ' t deny t h a t t h a t c o u l d be t r u e . 

Q. The p l o t t h a t shows t h e -- on E x h i b i t 

15 i f we're u s i n g , f o r sake o f d i s c u s s i o n , 1.6 

Bcf o f gas i n p l a c e w i t h i n S e c t i o n 23, w i t h i n 

t h a t 145 p r o d u c t i v e a c r e s , what p e r c e n t a g e o f 

t h a t gas can be r e c o v e r e d ? 

A. I w o u l d t h i n k 80, 85 p e r c e n t o f i t can 

be r e c o v e r e d . Maybe 90 i f we're l u c k y . 

Q. On E x h i b i t 15, when you l o o k a t t h e 

v a r i o u s r e c o v e r i e s t h a t you have p r o j e c t e d u s i n g 

v a r i o u s p e n a l t i e s , do a l l t h e s e p r o j e c t i o n s 

assume p r o d u c t i o n a l l t h e way down t o z e r o 

r e s e r v o i r p r e s s u r e ? 

A. I t h i n k t h e way I w o u l d s t a t e y o u r 

q u e s t i o n i s , i f I'm s a y i n g t h a t 1.6 B c f , f o r 

example, i s a l l t h e gas i n S e c t i o n 3, I'm s a y i n g 

i t ' s a l l t h e gas i n S e c t i o n 3 assuming t h a t you 

c o u l d g e t i t a l l o u t , i f t h a t ' s t h e c o m p a r i s o n 

you want t o make. 

I f I'm g o i n g t o a c t u a l l y g e t 1.6 or 3.2 

Bcf o u t , I may have t o d r a i n an a r e a t h a t 

c o n t a i n s , you know, 10 p e r c e n t more t h a n t h a t i n 

o r d e r t o l e a v e some gas t h e r e . 

Q. I'm j u s t t r y i n g t o u n d e r s t a n d t h e 

method used t o p r e s e n t t h e i n f o r m a t i o n d i s p l a y e d 
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on 15. T h i s does n o t assume a c e r t a i n 

abandonment p r e s s u r e i n r e l a t i o n t o r e c o v e r y o f 

gas? 

A. No, i t ' s n o t r e a l l y t h a t d e t a i l e d . I t 

assumes t h a t you can g e t — I had t h e i d e a t h a t 

you can g e t t h e 80, 90 p e r c e n t o f t h e gas i n 

p l a c e o u t . The p l a c e where a s s u m p t i o n comes i n 

i s i n t h e v e r y r i g h t - h a n d column a t t h e b o t t o m 

when I make some g e n e r a l i z e d k i n d o f s t a t e m e n t s 

as t o how t h e gas t h a t t h o s e d e c l i n e c u r v e s 

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

r e s e r v o i r . 

Q. The o t h e r a s s u m p t i o n , o r a n o t h e r 

a s s u m p t i o n on E x h i b i t 15 i s t h a t you w i l l d r i l l a 

w e l l t h a t i s a h i g h - c a p a c i t y n o n - m a r g i n a l w e l l i n 

t h e p o o l t h a t w i l l come i n a t t h e t o p a l l o w a b l e , 

t h e 5.5 or 5.6 m i l l i o n a day r a t e ? 

A. The t o p c u r v e w o u l d assume t h a t . The 

o t h e r c u r v e s , t h e m i d d l e c u r v e and t h e l o w e r 

c u r v e , do assume t h a t you h i t a p r e t t y good w e l l , 

y e s . 

Q. A l l o f t h e c u r v e s w i l l assume a h i g h 

c a p a c i t y n o n - m a r g i n a l w e l l , and t h e o t h e r two 

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

p r o d u c i n g r a t e ? 
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A. You p r o b a b l y know more a b o u t how I n d i a n 

B a s i n w o r k s , b u t t h a t ' s n o t i n l i n e w i t h how I 

u n d e r s t a n d I n d i a n B a s i n w o r k s . 

Q. What i s y o u r b e s t e n g i n e e r i n g e s t i m a t e 

o f t h e maximum p r o b a b l e r a t e o f p r o d u c t i o n o f a 

w e l l a t y o u r l o c a t i o n ? 

A. I t h i n k I need t o answer t h a t , a l t h o u g h 

my answer i s — you couched i t as an e s t i m a t e , 

and i t ' s g o i n g t o be an e s t i m a t e . I t h i n k we're 

g o i n g t o g e t a 3 m i l l i o n a day w e l l , s o m e t h i n g 

l i k e t h a t . T hat w o u l d be my -- n o t a 10 m i l l i o n 

a day w e l l , b u t n o t a 1 m i l l i o n a day w e l l i s 

what I t h i n k . 

Q. The i n f o r m a t i o n d i s p l a y e d on E x h i b i t 15 

assumes f o r a l l o f t h e d e c l i n e c u r v e s t h a t upon 

i n i t i a l p r o d u c t i o n , even when u n p e n a l i z e d , t h e 

w e l l i s g o i n g t o have an i m m e d i a t e d e c l i n e ? 

A. T h a t ' s t h e way i t ' s drawn, y e s , s i r . 

Q. And t h e a s s u m p t i o n t h e n i s t h a t d e c l i n e 

i s a t 35 p e r c e n t a y e a r ? 

A. Uh-huh. I ' d be v e r y happy i f i t w o u l d 

n o t be any s t e e p e r t h a n t h a t . 

Q. When you l o o k a t t h e l a s t e n t r y i n t h e 

b o t t o m o f t h e d i s p l a y t h a t has t h e 65 p e r c e n t 

p e n a l t y — 
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A. Uh-huh. 

Q. -- r e c o v e r s 1.6 Bcf o f gas, where d i d 

t h e 65 p e r c e n t p e n a l t y come from? 

A. I t comes f r o m t h e r e l a t i o n s h i p between 

2 m i l l i o n a day and 5.7 m i l l i o n a day, w h i c h i s 

what I t o o k as t h e t o p a l l o w a b l e . And t h a t was 

s i m p l y based on h i s t o r i c p r o d u c t i o n i n 1991. 

Q. I f y o u r b e s t e n g i n e e r i n g judgment i s 

t h a t y o u ' l l g e t 3 m i l l i o n a day w e l l and i f i t 

were p e n a l i z e d a t 65 p e r c e n t , t h e n you c o u l d 

p r o d u c e 2 m i l l i o n a day under t h i s a n a l y s i s ? 

A. T h a t ' s -- yeah. T h a t ' s n o t c o n s i s t e n t 

w i t h what you s a i d b e f o r e , b u t t h a t ' s c o n s i s t e n t 

w i t h how I u n d e r s t a n d I n d i a n B a s i n w o r k s . 

Q. So i f i t ' s 3 m i l l i o n a day w e l l w i t h 

t h i s p e n a l t y based upon a t o p a l l o w a b l e , w h e t h e r 

t h i s w e l l w i l l p r o d u c e t h a t o r n o t , t h a t ' s where 

t h e p e n a l t y i s pegged? 

A. Uh-huh. 

Q. Under a 65 p e r c e n t p e n a l t y , t h e n you 

can do 2 m i l l i o n a day? 

A. Yes, I u n d e r s t a n d . T h a t ' s my 

u n d e r s t a n d i n g , y e s . 

Q. And you can g e t 1.6 Bcf o f gas under 

t h a t p e n a l t y s c e n a r i o ? 
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A. Assuming i t ' s 35 p e r c e n t p e r y e a r 

d e c l i n e , t h a t ' s r i g h t . 

Q. I s 2 m i l l i o n c u b i c f e e t a gas a day a 

c o m m e r c i a l w e l l ? 

A. I f i t l a s t s v e r y l o n g , i t i s , y e s . 

MR. KELLAHIN: I have no f u r t h e r 

q u e s t i o n s . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Boneau, on y o u r E x h i b i t No. 15, I'm 

n o t s u r e I f u l l y u n d e r s t a n d t h e s c e n a r i o No. 2 

ab o u t t h e 33 p e r c e n t p e n a l t y . You s a i d t h a t t h a t 

w o u l d r e c o v e r 3.2 Bcf o f gas, w h i c h i n c l u d e s a l l 

o f t h e gas u n d e r l y i n g S e c t i o n 23, p l u s how much 

o f an a r e a o u t s i d e S e c t i o n 23? Or how e x a c t l y 

does t h a t work -- d i d you make t h a t work? 

A. W e l l , t h e r e ' s been some d o u b t t h r o w n on 

t h e a b s o l u t e a c c u r a c y o f t h e numbers, and t h e y ' r e 

a p p r o x i m a t e numbers w i t h t h e d a t a t h a t we have. 

My c a l c u l a t i o n s say o r i g i n a l l y t h e r e 

was 3.3 Bcf w i t h i n S e c t i o n 23 and 9.5 w i t h i n t h a t 

c i r c l e . So t h e r e was 6.2 Bcf o u t s i d e 23 b u t 

i n s i d e t h e c i r c l e . 

Q. I n s i d e t h e s t a n d a r d d r a i n a g e c i r c l e ? 

A. I n s i d e t h e s t a n d a r d d r a i n a g e c i r c l e on 
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E x h i b i t 13. 

Q. Okay. 

A. U s i n g t h e a p p r o x i m a t i o n t h a t h a l f o f 

t h a t gas -- t h a t t h e p r e s s u r e i s ab o u t h a l f gone 

and a b o u t h a l f o f t h e gas i s s t i l l i n p l a c e , 

t h e r e b y t h e r e ' s 1.6 Bcf w i t h i n S e c t i o n 23 and 

a p p r o x i m a t e l y 3.2, 3.1 w i t h i n t h e c i r c l e o u t s i d e 

Sect i o n 2 3. 

And t o g e t t h e — we're back t o E x h i b i t 

15 t h e n — t o g e t t h e second case, you w o u l d need 

1.6 t h a t ' s now w i t h i n S e c t i o n 23, p l u s a b o u t h a l f 

o f t h e 3.2 t h a t ' s w i t h i n t h e c i r c l e b u t o u t s i d e 

S e c t i o n 23. 

And I w r o t e down o n e - f o u r t h o u t s i d e , 

and t h a t was o n e - f o u r t h o f what was o r i g i n a l l y 

o u t s i d e , o n e - h a l f o f wh a t ' s o u t s i d e now. 

Q. I s i t my u n d e r s t a n d i n g t h a t y o u ' r e 

e s t i m a t i n g t h a t t h e w e l l w i l l p r o d u c e 3 m i l l i o n a 

day i n i t i a l l y ? 

A. Mr. K e l l a h i n asked f o r an e s t i m a t e o f 

what i t w o u l d p r o d u c e . Yeah, i f i t makes 2.5 or 

3.5, s u r e l y d o n ' t c a l l me a l i a r . I f i t makes 

500, I'm a l i a r . 

Q. T h a t ' s y o u r b e s t e s t i m a t e ? 

A. T h a t ' s my b e s t e s t i m a t e on F r i d a y 
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m o r n i n g . 

Q. Okay. The 35 p e r c e n t d e c l i n e r a t e t h a t 

you've e s t i m a t e d t h e w e l l t o i n c u r , you s a i d t h a t 

was based on t h e o f f s e t w e l l No. 13, or t h e w e l l 

i n S e c t i o n 13. You s a i d t h a t t h a t was t h e most 

s i m i l a r w e l l t o t h e one you p r o p o s e t o d r i l l i n 

t e r m s o f u s i n g t h a t number. Why i s t h a t ? Why i s 

t h a t w e l l so s i m i l a r i n t h a t r e s p e c t ? 

A. By s i m i l a r , I mean near d e a t h . The 

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

r a t e s . And t h e n t h e w a t e r o r t h e edge o f t h e 

f i e l d moves i n , and t h e y d e c l i n e and no l o n g e r 

p r o d u c e . 

Our w e l l , i f we d r i l l a w e l l t h e r e and 

i f i t makes 3 m i l l i o n a day, i t ' s n o t g o i n g t o 

make 3 m i l l i o n a day f o r 25 y e a r s o r f o r 10 y e a r s 

or f o r a l o n g p e r i o d o f t i m e . I t ' s on t h e edge 

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

how i t w o u l d behave, I s h o u l d l o o k a t o t h e r w e l l s 

t h a t were on t h e edge o f t h e r e s e r v o i r . And t h e 

o n l y one t h a t f i t s t h a t ' s n ear i s i n 13. 

There a r e o t h e r w e l l s t o t h e n o r t h e a s t 

t h a t have w a t e r e d o u t , and some o f them w a t e r e d 

o u t 10 y e a r s ago t h a t I m i g h t have had l o o k e d a t 

t o have more back up f o r t h a t number. The o n l y 
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one I l o o k e d a t r e a l l y i n d e t a i l was i n S e c t i o n 

13. And i n my o p i n i o n i s t h a t p r o b a b l y our w e l l 

w i l l d e c l i n e f a s t e r o r worse t h a n t h a t 35 

p e r c e n t . That 35 p e r c e n t i s , t o me, t h e b e s t 

case . 

That was an a t t e m p t a t an answer. I 

d o n ' t remember even t h e q u e s t i o n , b u t t h a t was — 

Q. How l o n g d i d t h a t w e l l i n S e c t i o n 13 

pro d u c e ? 

A. At l e a s t 20 y e a r s . 

Q. Now, t h e 35 p e r c e n t , was t h a t an 

ave r a g e ? 

A. That was an a v e r a g e o v e r , l i k e , t h e 

l a s t f i v e y e a r s . I t p r o d u c e d f l a t f o r a m a j o r i t y 

o f t h a t t i m e . And t h e n t h e d e a t h mechanism h i t s , 

and i t f e l l o f f a t 35 p e r c e n t . 

Q. I t ' s y o u r o p i n i o n t h a t gas r e s e r v e s 

f r o m S e c t i o n 23 have a l r e a d y been d r a i n e d by 

o f f s e t p r o d u c t i o n ? 

A. Yes, s i r . H a l f t h e gas t h a t was under 

S e c t i o n 23 i s no l o n g e r under t h e r e . I t ' s moved 

u p - d i p o n t o o t h e r a d j a c e n t s e c t i o n s . 

EXAMINER CATANACH: I have n o t h i n g 

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

MR. STOVALL: J u s t one q u e s t i o n . 
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EXAMINATION 

BY MR. STOVALL: 

Q. What i s t h e l o g i c t h a t you use i n 

s u g g e s t i n g t h a t an o p e r a t o r o u g h t t o be a b l e t o 

r e c o v e r gas w h i c h has been d r a i n e d f r o m a t r a c t 

w h i c h t h a t o p e r a t o r has n o t s o u g h t t o r e c o v e r 

h i m s e l f ? 

I n o t h e r w o r d s , y o u ' r e a s k i n g t h e 

o p p o r t u n i t y t o r e c o v e r t h e o r i g i n a l gas i n p l a c e , 

p r e s u m a b l y under t h e c o n c e p t o f p r o t e c t i o n o f 

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

A. I d o n ' t t h i n k t h a t ' s t h e c o n c e p t I 

have . 

Q. What i s y o u r c o n c e p t ? 

A. I d o n ' t know i f p e o p l e l i k e t h e c o n c e p t 

I have. But t h e c o n c e p t I have i s t h a t t h e 

u p - d i p w e l l s have a l l been p l a c e d i n t h e -- most 

a l l -- been p l a c e d i n t h e n o r t h w e s t q u a r t e r i n 

t h e n o r t h h a l f o f t h e s e c t i o n s where t h e i r g o a l , 

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

n o r t h , p l u s most o f t h e s e c t i o n t h e y ' r e i n , b u t 

g i v e up t h e s o u t h , v e r y , v e r y , s o u t h p a r t o f t h e 

s e c t i o n t o t h e w e l l b elow them. T h a t ' s --

Q. I n o t h e r words — 

A. T h a t ' s what has been h a p p e n i n g . 
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Q. I n o t h e r w o r d s , t h e e f f e c t i v e 

r e c o v e r i e s have n o t been f r o m t h e — 

A. From t h e s e c t i o n . 

Q. -- f r o m t h e l e g a l t r a n s c r i p t ? 

A. From t h e l e g a l t r a n s c r i p t . They've 

been s h i f t e d 40 a c r e s up b a s i c a l l y because o f t h e 

pl a c e m e n t o f t h e w e l l . And so I a d m i t t h a t o u r 

gas has moved o f f and t h a t — we blew i t . But 

e v e r y o n e e l s e i s g e t t i n g gas f r o m 40 a c r e s n o r t h 

o f t h e i r s e c t i o n , and we s h o u l d be a b l e t o r e a c h 

o u t and g r a b a l i t t l e o f t h a t back o u r s e l v e s l i k e 

e v e r y b o d y e l s e has been d o i n g . T h a t ' s my 

c o n c e p t . 

Q. But t h e y ' r e i n an o r t h o d o x l o c a t i o n ; 

r i g h t ? 

A. T h a t ' s c o r r e c t , y e s . Most o f them a r e 

i n an o r t h o d o x l o c a t i o n . 

Q. The ones s u r r o u n d i n g you a r e i n an 

o r t h o d o x l o c a t i o n ? 

A. A l o t o f them have a p p r o v e d u n o r t h o d o x 

l o c a t i o n s w i t h p e n a l t y . 

Q. W e l l , t h e f a c t t h a t i t ' s been p u l l e d 

o f f by o t h e r -- I mean, i f t h a t ' s t h e case -- l e t 

me p u t i t t h i s way. I f t h a t ' s t h e case, t h e n 

t h o s e w e l l s a r e 640 a c r e s away f r o m y o u r 
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l o c a t i o n , f r o m y o u r o r t h o d o x l o c a t i o n i n y o u r 

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

A. Yes. 

Q. Assuming t h a t — t h e r e a s o n i n g t h a t 

you've j u s t t a k e n ? 

A. Yes, I t h i n k so, t h a t ' s r i g h t . 

Q. And so t h e t h i n g t h a t has caused -- t h e 

e f f e c t t h a t i t has caused t h e d r a i n a g e o f S e c t i o n 

23 i s n o t t h e l o c a t i o n o f t h o s e w e l l s , b u t r a t h e r 

t h e f a c t t h a t S e c t i o n 23 has n o t been p r o t e c t e d 

by a w e l l o f i t s own; i s t h a t c o r r e c t ? 

A. Yes, t h a t ' s c o r r e c t . The p r e v i o u s 

owners o f 23 — w e l l , o b v i o u s l y t h e y t r i e d . 

T here was some d r y h o l e s on t h e s e c t i o n , b u t t h e y 

d i d n o t p r o t e c t t h e s e . And Y a t e s has n o t 

p r o t e c t e d them f o r f o u r - a n d - a - f r a c t i o n y e a r s . 

Q. But y o u ' r e s u g g e s t i n g , am I c o r r e c t , 

t h a t t h e p e n a l t y s h o u l d be r e d u c e d because --

f r o m any s o r t o f s t a n d a r d measurement p e n a l t y --

because t h e gas has been d r a i n e d so you ought t o 

be a b l e t o g e t i t back? I s t h a t k i n d o f where 

y o u ' r e coming from? 

A. Yes. I t h i n k I'm coming f r o m — t o me 

t h e s t a n d a r d i s t h i s t h r e e - p o i n t t h i n g , t h e 

s t a r t i n g p o i n t . That says 45. I'm coming f r o m 
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t h e f a c t — and t o me t h e f a c t s s u p p o r t a n y t h i n g 

f r o m 30 t o 60, w h i c h i s , you know, i n t h e a r e a o f 

t h i s t h r e e - p o i n t p e n a l t y . 

O b v i o u s l y we're n o t — i f I b e l i e v e d 

t h a t , we're n o t g o i n g t o ask f o r 60, b u t we're 

n o t g o i n g t o ask f o r s o m e t h i n g r i d i c u l o u s l y low. 

We're g o i n g t o ask f o r s o m e t h i n g t h a t we t h i n k i s 

r e a s o n a b l e , and we're a s k i n g f o r 40, w h i c h I 

c l e a r l y t h i n k i s i n t h e r e a l m o f r e a s o n a b l e . 

But I j u s t s a i d r e a s o n a b l e has a range 

i n t h i s c a s e , and we're t r y i n g t o p r e s e n t what 

f a c t s we have t o s u p p o r t t h e a r e a t h a t we're i n . 

MR. STOVALL: Okay. I have no f u r t h e r 

q u e s t i o n s . 

Mr. Examiner, f o r y o u r a i d and b e n e f i t , 

s i n c e we're s t a r t i n g t o t a k e p e n a l t y o r d e r s i n 

t h e I n d i a n B a s i n i n t o c o n s i d e r a t i o n , I w o u l d 

recommend t h a t you a l s o t a k e a d m i n i s t r a t i v e 

n o t i c e o f Order R-9050-A, w h i c h was a Commission 

o r d e r , e s t a b l i s h i n g a p e n a l t y a g a i n s t M a r a t h o n 

f o r an u n o r t h o d o x gas w e l l l o c a t i o n i n t h e I n d i a n 

B a s i n - U p p e r Penn. 

And t h a t o r d e r c o n t a i n s some langua g e 

i n t h e f i n d i n g s w h i c h s o r t o f i n d i c a t e s how t h e 

Commission t h i n k s p e n a l t i e s work. A g a i n , i t ' s 
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j u s t t o t h r o w i t i n t o t h e p o t , I t h i n k , s i n c e 

t h e r e i s a Commission o r d e r . 

And Order R-9050-C, w h i c h was a l s o 

a c t u a l l y t h e same w e l l f o r M a r a t h o n , w h i c h was 

c o m p l e t e d i n t h e I n d i a n B a s i n Morrow. The 

Commission used r e a s o n i n g i n t h o s e cases t h a t 

s i m p l y measured o f f t h e c o r n e r s i n c e t h e 

c o m p l a i n i n g o p e r a t o r was d i a g o n a l l y o f f s e t t o t h e 

we 11 . 

But i t does i n d i c a t e some o f t h e 

Commission's l i n e o f r e a s o n i n g t h a t I t h i n k 

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

o r d e r s . I recommend you t a k e t h o s e i n t o t h e 

r e c o r d as w e l 1 . 

EXAMINER CATANACH: Those o r d e r s w i l l 

be t a k e n a d m i n i s t r a t i v e n o t i c e o f . 

EXAMINER CATANACH: One more q u e s t i o n , 

Dr. Boneau. 

FURTHER EXAMINATION 

BY EXAMINER CATANACH: 

Q. I s i t my u n d e r s t a n d i n g you a r e 

recommending a 40 p e r c e n t p e n a l t y as opposed t o a 

45 p e r c e n t as c o n t a i n e d on one o f y o u r e x h i b i t s ? 

A. The r e c o m m e n d a t i o n i s a 40 p e r c e n t 

p e n a l t y , w h i c h w o u l d be a 0.6 ac r e a g e f a c t o r . 
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MR. STOVALL: E x h i b i t 16 i s t h e one 

y o u ' r e r e f e r r i n g t o ? 

EXAMINER CATANACH: R i g h t . 

Q. Your 40 p e r c e n t p e n a l t y i s somewhat 

l o w e r t h a n t h e 45 p e r c e n t t h a t you've 

c a l c u l a t e d . I s t h e r e any r e a s o n i n g f o r t h a t ? 

A. On E x h i b i t 15 t h e 33 p e r c e n t p e n a l t y i s 

t h e p e n a l t y t h a t I ' v e t r i e d t o s u g g e s t , and t h e 

40 i s somewhere between 43 and 35. 

EXAMINER CATANACH: Okay. I have 

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

A n y t h i n g f u r t h e r o f t h i s w i t n e s s ? 

MR. VANDIVER: Mr. Examiner, s i n c e 

t h e r e ' s been m e n t i o n o f t h e MW Apache w e l l i n 

S e c t i o n 13, I m i g h t a l s o r e f e r you t o Order No. 

R-9619 c o n c e r n i n g a w e l l l o c a t e d 330 f r o m t h e 

n o r t h and west l i n e s o f S e c t i o n 13. 

EXAMINER CATANACH: A d m i n i s t r a t i v e 

n o t i c e w i l l be t a k e n o f Order R-9613. 

MR. VANDIVER: N o t h i n g f u r t h e r o f t h i s 

w i t n e s s . 

EXAMINER CATANACH: The w i t n e s s may be 

ex c u s e d . 

Why d o n ' t we t a k e a t e n - m i n u t e b r e a k a t 

t h i s po i n t . 
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Huzzey 

[A r e c e s s was t a k e n . ] 

EXAMINER CATANACH: L e t ' s p r o c e e d . 

Mr. C a r r . 

MR. CARR: At t h i s time we c a l l B r i a n 

BRIAN H. HUZZEY H a v i n g been d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e y o u r f u l l name f o r t h e 

r e c o r d , p l e a s e ? 

A. B r i a n H. Huzzey. 

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

A. M i d l a n d , Texas. 

Q. By whom a r e you employed and i n what 

capac i t y ? 

A. Chevron USA as a p r o d u c t i o n and 

r e s e r v o i r e n g i n e e r . 

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

t h e O i l C o n s e r v a t i o n D i v i s i o n ? 

A. No, I h a v e n ' t . 

Q. C o u l d you summarize f o r Mr. Catanach 

y o u r e d u c a t i o n a l b a c k g r o u n d and t h e n b r i e f l y 

r e v i e w y o u r work e x p e r i e n c e ? 
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A. G r a d u a t e d f r o m West V i r g i n i a U n i v e r s i t y 

i n 1982 w i t h a BS i n p e t r o l e u m e n g i n e e r i n g . That 

was i n May o f 1982. H i r e d on w i t h G u l f O i l 

C o r p o r a t i o n i n June and c o n t i n u e d w o r k i n g t h r o u g h 

t h e merger w i t h Chevron. 

I have a p p r o x i m a t e l y t h r e e y e a r s w i t h 

f a c i l i t i e s e q u i p m e n t d e s i g n , two y e a r s as an 

eq u i p m e n t — or p r o d u c t i o n and f i e l d e n g i n e e r , 

and f i v e y e a r s as a r e s e r v o i r e n g i n e e r . 

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

f i l e d i n t h i s case on b e h a l f o f Y a t e s P e t r o l e u m 

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

A. Yes, I am. 

Q. Have you made a s t u d y o f t h e p o r t i o n o f 

t h e I n d i a n B a s i n - U p p e r Penn F i e l d t h a t i s 

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

A. Yes, I have. 

MR. CARR: We t e n d e r Mr. Huzzey as an 

e x p e r t w i t n e s s i n p e t r o l e u m e n g i n e e r i n g . 

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

Q. I n i t i a l l y , Mr. Huzzey, w o u l d you 

e x p l a i n what Chevron seeks by p a r t i c i p a t i n g i n 

t h i s h e a r i n g ? 

A. We seek t o p r o t e c t t h e c o r r e l a t i v e 

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

Q. And a r e you g o i n g t o r e q u e s t t h a t a 

p e n a l t y be imposed on t h e Y a t e s w e l l ? 

A. Yes, we a r e . 

Q. Are you s e e k i n g a p e n a l t y i n t h e Morrow 

or j u s t i n t h e Upper Penn? 

A. J u s t i n t h e Upper Penn. 

Q. I s Chevron one o f t h o s e o f f s e t t i n g 

owners o r o p e r a t o r s ? 

A. I n t h e Morrow or Upper Penn? 

Q. I n t h e Upper Penn. 

A. Yes. 

Q. D i d you own a c r e a g e o f f s e t t i n g 

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

A. Yes, we do. 

Q. Do you a l s o own an i n t e r e s t i n t h e 

p r o p e r t y w h i c h o f f s e t s t h e p r o p o s e d u n o r t h o d o x 

l o c a t i o n i n t h e t r a c t due n o r t h ? 

A. Yes, we do. 

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

p r e s e n t a t i o n h e r e t o d a y ? 

A. Yes, I have. 

Q. Would you go t o what has been marked as 

Chevron E x h i b i t No. 4, i d e n t i f y t h i s , and r e v i e w 

t h e c a l c u l a t i o n f o r Mr. Catanach? 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

12 

1 3 

1 4 

1 5 

1 6 

1 7 

18 

19 

20 

2 1 

2 2 

23 

24 

25 

75 

A. The e x h i b i t i s t i t l e d , "Yates P e t r o l e u m 

C o r p o r a t i o n ' s A p p l i c a t i o n f o r U n o r t h o d o x 

L o c a t i o n . " I f y o u ' l l l o o k a t t h e f i r s t 

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

a c r e a g e f a c t o r based on d i s t a n c e f r o m l e a s e 

l i n e s . Y o u ' l l see t h a t we have t h e 660 f o o t 

l o c a t i o n and t h e 860 f o o t l o c a t i o n shown and t h e 

a s s o c i a t e d a c r e a g e f a c t o r w i t h t h o s e w e l l s , w i t h 

t h o s e l o c a t i o n s . 

The 660 f o o t l o c a t i o n has an a c r e a g e 

f a c t o r o f .4. And t h e 860 f o o t l o c a t i o n has an 

a c r e a g e f a c t o r o f .52. 

Q. And n e x t one on t h e e x h i b i t we have an 

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

A. Yes. The n e x t h i g h l i g h t e d u n d e r l i n e d 

a r e a shows t h e a c r e a g e f a c t o r based on t h e 

a c r e a g e . As you can see, we use 163.6 a c r e s , 

w h i c h i s a v e r y g e n e r o u s i n t e r p r e t a t i o n . And 

t h i s r e s u l t e d i n an a c r e a g e f a c t o r o f .26. 

Q. I n f a c t , t h e 163.6 f i g u r e i s what? The 

number o f p r o d u c t i v e a c r e a g e you e s t i m a t e i n 

S e c t i o n 23? 

A. Yes. 

Q. And Y a t e s was p r o j e c t i n g 147? 

A. Yes. 
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Q. Your g e o l o g i c i n t e r p r e t a t i o n s a r e so 

c l o s e t h a t y o u ' r e n o t i n t e n d i n g t o c a l l a 

g e o l o g i c a l w i t n e s s ? 

A. T h a t ' s t r u e . 

Q. I f you use t h e 163.6 f i g u r e and d i v i d e 

t h a t i n t o t h e 6 4 0 - a c r e s t a n d a r d u n i t , t h a t ' s how 

you g e t t h e .26 a c r e a g e f a c t o r f i g u r e ? 

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

Q. And i f you use t h e Ya t e s number, t h e 

147 f i g u r e , i n f a c t t h a t w o u l d r e s u l t i n a 

s m a l l e r a c r e a g e f a c t o r ? 

A. C o r r e c t . 

Q. So t h i s number i s i n f a c t more gene r o u s 

t h a n i f you u t i l i z e d t h e g e o l o g i c i n t e r p r e t a t i o n 

p r e s e n t e d by Yates? 

A. Yes. 

Q. A l l r i g h t . L e t ' s t a k e a l o o k a t t h e 

n e x t p o r t i o n o f t h i s e x h i b i t . 

A. Okay. The n e x t p o r t i o n t h a t i s 

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

a c r e a g e f a c t o r s f r o m d i s t a n c e s and a c r e a g e . The 

f i r s t one i s t h e a v e r a g e v a l u e o f t h e two 

d i s t a n c e a c r e a g e f a c t o r s and shows a .46 av e r a g e 

a c r e a g e f a c t o r . 

Q. So t h a t one w o u l d t a k e i n t o c a l c u l a t i o n 
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j u s t t h e e x t r a e ncroachment t o w a r d t h e n o r t h , 

n o r t h w e s t , and west? 

A. Yes. 

Q. Okay. And t h e n e x t c a l c u l a t i o n ? 

A. Next c a l c u l a t i o n shows t h e ac r e a g e 

f a c t o r based on a c r e a g e o f .26 and t h e 660 f o o t 

l o c a t i o n , w h i c h i s .40. The av e r a g e o f t h e s e two 

i s a .33 a c r e a g e f a c t o r . 

The f i n a l a v e r a g e below t h a t shows t h e 

a c r e a g e f a c t o r once a g a i n o f .26 and t h e 860 f o o t 

l o c a t i o n , w h i c h has an a c r e a g e f a c t o r o f .52 f o r 

an a v e r a g e a c r e a g e f a c t o r o f .39. 

Q. A l l r i g h t . Now, l e t ' s go t o t h e 

i n f o r m a t i o n s e t f o r t h i n t h e box a t t h e b o t t o m o f 

Chevron E x h i b i t No. 4. Would you r e v i e w t h a t f o r 

Mr. Catanach? 

A. The box has a s u b t i t l e i n i t o f 

Chevron's recommended a c r e a g e f a c t o r . To be 

e q u i t a b l e we t h o u g h t we w o u l d use b o t h d i s t a n c e 

and a c r e a g e . I f you go f r o m t o p t o b o t t o m , i t 

shows t h e a c r e a g e f a c t o r based on a c r e a g e o f 

.26; t h e 660 f o o t l o c a t i o n , w h i c h i s .40; t h e 860 

l o c a t i o n , w h i c h i s .52, f o r an a v e r a g e a c r e a g e 

f a c t o r o f .39. 

Q. I s t h a t t h e a c r e a g e f a c t o r t h a t you 
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recommend be a s s i g n e d t o t h e Ya t e s P e t r o l e u m 

Diane ALQ F e d e r a l No. 1 w e l l i f i n f a c t i t i s 

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

A. Yes, i t i s . 

Q. And a g a i n s t what s h o u l d t h i s a c r e a g e 

f a c t o r be a p p l i e d ? 

A. The a l l o w a b l e i n t h i s f i e l d . 

Q. What i s t h e c u r r e n t a l l o w a b l e r a t e f o r 

w e l l s i n t h e f i e l d ? 

A. I b e l i e v e t h a t t h e c u r r e n t a l l o w a b l e i s 

5,200 Mcf a day. 

Q. And i f you a p p l y y o u r r e c o m m e n d a t i o n , 

t h a t i s 39 p e r c e n t o f t h a t a l l o w a b l e r a t e , 

a p p r o x i m a t e l y what p r o d u c i n g r a t e w o u l d you g e t ? 

A. That w o u l d be i n excess o f 2,000 Mcf a 

day . 

Q. Mr. Huzzey, you were h e r e when Y a t e s 

p r e s e n t e d i t s E x h i b i t No. 15; i s t h a t c o r r e c t ? 

A. Yes. 

Q. And on t h e l e f t - h a n d s i d e o f t h a t 

e x h i b i t , i t has a f i g u r e f o r a p r o d u c i n g r a t e o f 

2,000 a day? 

A. Yes. 

Q. And i f you u t i l i z e t h i s e x h i b i t and a 

2,000 a day p r o d u c i n g r a t e — w h i c h w o u l d be 
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p e r m i t t e d under y o u r p e n a l t y ; c o r r e c t ? 

A. C o r r e c t . 

Q. — what i s t h e u l t i m a t e r e c o v e r y 

i n d i c a t e d on t h i s e x h i b i t t h a t you w o u l d a t t a i n ? 

A. 1.6 B c f . 

Q. Were you p r e s e n t when Dr. Boneau 

t e s t i f i e d as t o what he e s t i m a t e d was r e m a i n i n g 

u nder t h e t r a c t ? 

A. Yes. 

Q. What was t h a t ? 

A. 1.6 B c f . 

Q. I f y o u r p e n a l t y , recommended p e n a l t y 

f i g u r e i s a p p l i e d based on c u r r e n t a l l o w a b l e s , i n 

y o u r o p i n i o n w o u l d Y a t e s be a b l e t o p r o d u c e t h e 

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

S e c t i o n 23? 

A. U t i l i z i n g Y a t e s ' e x h i b i t , y e s . 

Q. I s t h i s p e n a l t y i n t h i s amount 

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

Chevron? 

A. Yes, i t i s . 

Q. Was E x h i b i t No. 4 p r e p a r e d by you? 

A. Yes, i t was. 

MR. CARR: At t h i s t i m e I ' d move t h e 

a d m i s s i o n o f E x h i b i t No. 4. 
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EXAMINER CATANACH: E x h i b i t No. 4 w i l l 

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

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

e x a m i n a t i o n o f Mr. Huzzey and c o n c l u d e s Chevron's 

p r e s e n t a t i o n u n l e s s you d e s i r e a g e o l o g i c a l case 

a l s o be made. 

EXAMINER CATANACH: Mr. V a n d i v e r . 

MR. VANDIVER: Thank y o u . 

EXAMINATION 

BY MR. VANDIVER: 

Q. Mr. Huzzey, why d i d you n o t use t h e 

excess a r e a c o m p u t a t i o n i n c a l c u l a t i n g y o u r 

p r o p o s e d p e n a l t y i n t h i s case? 

A. Are you r e f e r r i n g t o t h e d o u b l e - c i r c l e 

method? 

Q. The d o u b 1 e - c i r c 1 e method. 

A. Okay. We f e e l t h a t w i t h t h e amount o f 

c o n t r o l we have w i t h t h r e e d r y h o l e s i n t h i s 

s e c t i o n , t h a t a c r e a g e has t o p l a y a p a r t i n t h e 

c a l c u l a t i o n f o r t h i s p e n a l t y . 

Q. Were you i n v o l v e d -- y o u ' r e f a m i l i a r 

w i t h t h e w e l l t h a t ' s been d i s c u s s e d t h i s m o r n i n g 

d r i l l e d by MW P e t r o l e u m i n t h e n o r t h w e s t 

q u a r t e r - n o r t h w e s t q u a r t e r o f S e c t i o n 13? 

A. Yes, I'm f a m i l i a r w i t h t h a t one. 
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Q . And i n t h a t case d i d you a n a l y z e t h e 

r e s e r v o i r and t h e a p p l i c a t i o n o f MW p r i o r t o t h e 

h e a r i n g i n t h a t case? 

A. I have b r i e f l y r e v i e w e d i t , y e s . 

Q. And t h a t w e l l i s t h e second w e l l 

d r i l l e d i n t h e Upper Penn i n S e c t i o n 13? 

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

Q. And t h e f i r s t w e l l , as has been 

t e s t i f i e d t o d a y , p r o d u c e d a p p r o x i m a t e l y 8 Bcf? 

A. I b e l i e v e t h e f i g u r e I have i s 8.18 Bcf 

as o f March o f t h i s y e a r . 

Q. And do you have an o p i n i o n as t o t h e 

number o f p r o d u c t i v e a c r e s t h a t were o r i g i n a l l y 

i n S e c t i o n 13? 

A. The o r i g i n a l a c r e a g e t h a t w o u l d be 

d r a i n e d ? 

Q. Yes. The o r i g i n a l p r o d u c t i v e a c r e s . 

A. I have n o t s t u d i e d t h a t . 

Q. Was a p r o d u c t i v e a c r e a g e c a l c u l a t i o n 

used i n a r r i v i n g a t a p e n a l t y i n t h a t case? 

A. For t h e MW w e l l ? 

Q. Yes. 

A . I be 1 i e v e so . 

Q. And i n t h a t case do you know t h e number 

of p r o d u c t i v e a c r e s t h a t were used i n t h a t 
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c a l c u l a t i o n ? 

A. At one t i m e I was f a m i l i a r w i t h t h a t 

number. I d o n ' t remember i t o f f h a n d . 

Q. A l l r i g h t . I t was g r e a t e r t h a n t h e 163 

a c r e s t h a t y o u ' r e u t i l i z i n g i n t h i s case, though? 

A. I f you say so. 

Q. You d o n ' t know? 

A. I can l o o k i t up, i f you w o u l d l i k e . 

Q . I n t h a t case t h e w e l l was l o c a t e d 330 

f e e t f r o m t h e n o r t h and west l i n e s ? 

A. That a p p e a r s c o r r e c t f r o m my map. 

Q. And Chevron a g r e e d t o a 62 p e r c e n t 

p e n a l t y i n t h a t case, w h i c h i s a p p r o x i m a t e l y t h e 

same as t h e p e n a l t y t h a t y o u ' r e p r o p o s i n g i n t h i s 

case ? 

A. That sounds c o r r e c t . 

Q. And t h a t ' s r e g a r d l e s s o f t h e f a c t t h a t 

MW had a l r e a d y p r o d u c e d 8 Bcf f r o m S e c t i o n 13, 

and t h e r e were l i k e l y much f e w e r p r o d u c t i v e a c r e s 

r e m a i n i n g ? 

MR. CARR: Do you know t h a t ? 

A. Would you r e s t a t e y o u r q u e s t i o n ? 

Q. The number o f p r o d u c t i v e a c r e s 

a v a i l a b l e t o be d r a i n e d i n S e c t i o n 13, I w o u l d 

t a k e i t , had been r e d u c e d by t h e f i r s t w e l l on 
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S e c t i o n 13? 

A. T r u e . 

Q. And have you r e v i e w e d t h e g e o l o g i c a l 

e x h i b i t s p r e s e n t e d by Y a t e s i n t h i s case? 

A. B r i e f l y , y e s . 

Q. And do t h e y show t h a t t h e d o l o m i t e 

p i n c h e s o u t a c r o s s t h e s o u t h e r n p a r t o f S e c t i o n 

13? 

A. I f y o u ' l l p r o v i d e me w i t h an e x h i b i t , 

I ' l l see i f t h a t ' s so. 

Q. A l l r i g h t . 

A. Are you r e f e r r i n g t o t h i s e x h i b i t t h a t 

I have i n my hand? 

Q. Yes. That i s Y a t e s E x h i b i t 8, I 

b e l i e v e . 

So, i n any e v e n t , p r i o r t o t h e f i r s t 

w e l l i n S e c t i o n 13, t h e r e were n o t 640 a c r e s o f 

d o l o m i t e a t l e a s t as r e f l e c t e d by t h a t e x h i b i t ? 

A. As r e f l e c t e d by Y a t e s ' i n t e r p r e t a t i o n 

o f t h e r e s e r v o i r i n t h i s a r e a , y e s . 

Q. And t h e n 8 Bcf o f gas was p r o d u c e d , and 

y e t t h e e n t i r e p r o d u c t i v e a c r e a g e was used i n 

c a l c u l a t i n g t h e p e n a l t y i n t h a t case? 

A. P e n a l t y f o r t h e MW w e l l ? 

Q. Yes. 
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A. As I s t a t e d , I ' v e l o o k e d a t t h a t 

p r e v i o u s l y . I have n o t memorized t h a t case, t h e 

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

Q. A l l r i g h t . Does Chevron own an 

i n t e r e s t i n t h e w e l l i n S e c t i o n 22? 

A. Not t h a t I'm aware o f . 

Q. Your i n t e r e s t i s o n l y i n t h e w e l l s t o 

t h e n o r t h and n o r t h w e s t ? 

A. I b e l i e v e t h a t ' s c o r r e c t . 

Q. And t h o s e w e l l s have p r o d u c e d how much 

t o d a t e ? 

A. Okay. As o f March o f t h i s y e a r , f r o m 

PI d a t a , t h e H e l b i n g F e d e r a l , w h i c h i s i n S e c t i o n 

15, has p r o d u c e d 33.04 B c f . M a r a t h o n ' s w e l l due 

n o r t h o f t h e p r o p o s e d l o c a t i o n has p r o d u c e d 30.39 

Bcf as o f March o f t h i s y e a r . 

Q. Are you f a m i l i a r w i t h t h e w e l l i n 

S e c t i o n 12? I b e l i e v e i t ' s a l s o an MW w e l l . 

A. To a d e g r e e . 

Q. D i d you t a k e p a r t i n t h e a n a l y s i s o f 

t h e p e n a l t y i n t h a t case when t h e y p r o p o s e d a 

l o c a t i o n on t h e west l i n e o f t h a t s e c t i o n ? 

A. I b e l i e v e I ' v e h e a r d somewhat o f t h e 

d i f f e r e n t f a c t o r s t h a t were used f o r t h e p e n a l t y 

and a c r e a g e f a c t o r c a l c u l a t i o n s t h e r e . 
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Q. And what were t h e f a c t o r s t h a t were 

used i n c a l c u l a t i n g t h e p e n a l t y i n t h a t case? 

A. M i g h t I j u s t s k i p t h i s and say t h a t , as 

f a r as I'm aware, t h r e e b a s i c methods have been 

u t i l i z e d i n t h i s f i e l d : t h e d o u b l e - c i r c l e 

method, d i s t a n c e s , and a c r e a g e f a c t o r s o r 

c o m b i n a t i o n s t h e r e o f . T h a t ' s what we based o u r s 

on. M e t h o d o l o g i e s t h a t have been used p r e v i o u s l y 

e x c l u d i n g t h e d o u b 1 e - c i r c 1 e f o r r e a s o n s I ' v e 

a l r e a d y s t a t e d . 

Q. But y o u ' r e aware o f t h e w e l l i n S e c t i o n 

12? 

A. Yes. 

Q. And i t was t h e second w e l l d r i l l e d on 

t h a t s e c t i o n ? 

A. That a p p e a r s t o be c o r r e c t , y e s . 

Q. Do you know t h e c u m u l a t i v e p r o d u c t i o n 

f r o m t h e f i r s t w e l l i n S e c t i o n 12? 

A. As o f March o f t h i s y e a r , a c c o r d i n g t o 

PI once a g a i n , i n S e c t i o n 12 t h e o t h e r w e l l 

p r o d u c e d 30.21 B c f . 

Q. And i s i t s t i l l p r o d u c i n g o r — 

A. I b e l i e v e i t ' s c u r r e n t l y n o t 

p r o d u c i n g . 

MR. VANDIVER: T h a t ' s a l l t h e q u e s t i o n s 
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I have, Mr. Examiner. 

EXAMINER CATANACH: A n y t h i n g f u r t h e r o f 

t h i s w i t n e s s ? 

MR. CARR: N o t h i n g f u r t h e r . 

EXAMINER CATANACH: The w i t n e s s may be 

ex c u s e d . 

MR. CARR: Mr. Ca t a n a c h , t h a t c o n c l u d e s 

Chevron's p r e s e n t a t i o n i n t h i s case. 

EXAMINER CATANACH: You may p r o c e e d , 

Mr. K e l l a h i n . 

MR. KELLAHIN: Thank y o u , Mr. 

Examin e r . I ' d l i k e t o c a l l Mr. C r a i g K e n t . 

Mr. Examiner, we t o o have b r o u g h t our 

I n d i a n B a s i n p e n a l t y o r d e r s , w h i c h we w i l l add t o 

y o u r s t a c k . 

MR. STOVALL: Mr. Examiner, I t h i n k 

t h i s i s a l l v e r y h e l p f u l because i t g i v e s you a l l 

t h e ones you s h o u l d e l i m i n a t e and come up w i t h 

s o m e t h i n g e n t i r e l y new. 

MR. KELLAHIN: And t h a t ' s what we're 

g o i n g t o p r o p o s e t o y o u . 

CRAIG KENT 

H a v i n g been d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 
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BY MR. KELLAHIN: 

Q. Would y o u , p l e a s e , s t a t e y o u r name and 

o c c u p a t i o n ? 

A. My name i s C r a i g K e n t , and I'm a 

r e s e r v o i r e n g i n e e r f o r M a r a t h o n O i l Company i n 

M i d l a n d , Texas. 

Q. Mr. K e n t , on p r i o r o c c a s i o n s have you 

t e s t i f i e d b e f o r e t h e O i l C o n s e r v a t i o n D i v i s i o n as 

w e l l as t h e O i l C o n s e r v a t i o n Commission 

c o n c e r n i n g u n o r t h o d o x w e l l l o c a t i o n s i n t h e 

I n d i a n B a s i n - U p p e r Penn Pool? 

A. Yes, I have. 

Q. Have you c o n t i n u e d t o be i n v o l v e d i n 

t h a t r e s e r v o i r as a r e s e r v o i r e n g i n e e r on b e h a l f 

o f y o u r company? 

A. Yes, I have. 

Q. Does t h a t r e m a i n and c o n t i n u e t o be one 

o f y o u r p r i m a r y r e s p o n s i b i l i t i e s and d u t i e s as an 

employee o f Marathon? 

A. Yes, i t i s . 

Q. Have you made reco m m e n d a t i o n s t o t h e 

Examiner w i t h r e g a r d s t o e s t a b l i s h i n g an 

e q u i t a b l e p e n a l t y f o r t h e w e l l t o be d r i l l e d a t 

t h e Y a t e s ' p r o p o s e d u n o r t h o d o x w e l l l o c a t i o n ? 

A. Yes, I do. 
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MR. KELLAHIN: We t e n d e r Mr. Kent as an 

e x p e r t r e s e r v o i r e n g i n e e r . 

EXAMINER CATANACH: Mr. Kent i s so 

q u a l i f i e d . 

MR. KELLAHIN: So t h a t t h e r e c o r d i s 

c l e a r , Mr. Ex a m i n e r , I w o u l d l i k e t o have you 

t a k e a d m i n i s t r a t i v e n o t i c e o f t h o s e o r d e r s t h a t I 

handed t o you i n our package o f o r d e r s d e a l i n g 

w i t h t h e I n d i a n B a s i n . I'm s i m p l y g o i n g t o r e a d 

t h e o r d e r number, and I w i l l r e p e a t some o f t h o s e 

t h a t a r e a l r e a d y a d m i t t e d i n t o t h e r e c o r d . 

Not i n any p a r t i c u l a r o r d e r , b u t s i m p l y 

i n t h e o r d e r t h a t t h e y were s t a p l e d as Order No. 

R-6310, R-4172, R-8890, R-8913, R-5802, R-5802-A 

do novo, R-9526, R-9715, R-9487, R-9487-A, 

R-9487-B, R-9619. T h a t ' s i t . We w o u l d ask t h a t 

you t a k e a d m i n i s t r a t i v e n o t i c e o f t h o s e 

a d d i t i o n a l o r d e r s t h a t have n o t a l r e a d y been 

a d m i t t e d i n t o t h e r e c o r d . 

EXAMINER CATANACH: A d m i n i s t r a t i v e 

n o t i c e w i l l be t a k e n o f t h o s e a d d i t i o n a l o r d e r s , 

Mr. Ke11ah i n . 

Q. (BY MR. KELLAHIN) Mr. K e n t , l e t ' s t a l k 

s p e c i f i c a l l y a b o u t S e c t i o n 23 and t h e t h r e e w e l l s 

t h a t have a l r e a d y been a t t e m p t e d i n t h i s 
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r e s e r v o i r w i t h i n t h a t s e c t i o n . Can you i d e n t i f y 

f o r us t h e f i r s t w e l l t h a t was a t t e m p t e d i n t h i s 

r e s e r v o i r i n t h a t s e c t i o n ? 

A. I b e l i e v e t h e f i r s t w e l l t h a t was 

a t t e m p t e d was t h e Monsanto No. 1 Lowe E s t a t e , 

w h i c h i s i n t h e s o u t h e r n p o r t i o n o f S e c t i o n 23. 

Q. What s u c c e s s d i d t h e o p e r a t o r have, i f 

any, w i t h t h e d r i l l i n g o f t h a t w e l l i n t h e 

a t t e m p t t o p r o d u c e c o m m e r c i a l gas o u t o f t h i s 

r e s e r v o i r ? 

A. That w e l l was p l u g g e d and abandoned by 

Monsanto a f t e r u n s u c c e s s f u l -- or n o n c o m m e r c i a l 

DSTs . 

Q. What i s t h e n e x t w e l l t h a t was 

a t t e m p t e d by anyone f o r t h i s r e s e r v o i r i n t h a t 

s e c t i o n ? 

A. The n e x t w e l l was t h e Texas O i l & Gas 

Lowe F e d e r a l , w h i c h i s l o c a t e d i n t h e n o r t h w e s t 

q u a r t e r o f t h e s e c t i o n . 

Q. D i d t h e o p e r a t o r a t t e m p t any e f f o r t s t 

t a k e d r i l l stem t e s t s o r o t h e r methods by w h i c h 

t o e s t a b l i s h an i n d i c a t i o n o f c o m m e r c i a l gas 

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

A. Yes. There were DSTs t a k e n , b u t a g a i n 

t h e w e l l was p l u g g e d and abandoned due t o 
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n o n c o m m e r c i a l gas p r o d u c t i o n . 

Q. The t h i r d w e l l t o be a t t e m p t e d i n t h i s 

r e s e r v o i r i n t h i s s e c t i o n i s what, s i r ? 

A. I t ' s t h e Harvey E. Ya t e s 1 S o u t h e a s t 

I n d i a n B a s i n 123. 

Q. L e t me d i r e c t y o u r a t t e n t i o n t o t h e 

package o f o r d e r s t h a t I have p r e s e n t e d t o you 

and i f y o u ' l l l o o k maybe 20 p e r c e n t down t h r o u g h 

t h e o r d e r s e t and f i n d Order No. R-5802. Do you 

have t h a t , Mr. Kent? 

A. Yes, I do. 

Q. The Harvey E. Y a t e s Company p r o p o s e d t o 

d r i l l a w e l l a t t h e u n o r t h o d o x l o c a t i o n t h a t ' s 

shown i n t h a t o r d e r ? 

A. T h a t ' s c o r r e c t . 

Q. What d i d t h e D i v i s i o n d e t e r m i n e t o be 

an a p p r o p r i a t e p e n a l t y f o r t h a t w e l l , and how d i d 

t h e y d e r i v e t h a t p e n a l t y ? 

A. The D i v i s i o n f o u n d t h a t a p e n a l t y o f 68 

was a p p r o p r i a t e . And t h e r e were two f a c t o r s t h a t 

were i n v o l v e d . F i r s t was a c a l c u l a t i o n o f an 

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

d o u b l e - c i r c l e method. And t h e second was an 

a c r e a g e f a c t o r t h a t was c a l c u l a t e d based on 

p r o d u c t i v e a c r e a g e . These two a c r e a g e f a c t o r s 
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were t h e n m u l t i p l i e d by each o t h e r t o g i v e t h e 

r e s u l t i n g a c r e a g e f a c t o r . 

Q. What was t h e maximum p r o d u c t i v e a c r e a g e 

component used i n t h e p e n a l t y c a l c u l a t i o n ? 

A. I n t h i s p a r t i c u l a r case t h e y f o u n d t h a t 

t h e maximum number o f p r o d u c t i v e a c r e s was 331.6 

a c r e s . 

Q. D i d t h e o p e r a t o r e l e c t t o d r i l l t h e 

w e l l p u r s u a n t t o t h i s p e n a l t y o r d e r ? 

A. Yes. 

Q. W i t h what r e s u l t ? 

A. I t was a l s o a n o n c o m m e r c i a l w e l l . 

Q. Based upon y o u r e x p e r i e n c e w i t h t h e 

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

an a t t e m p t t o b a l a n c e t h e e q u i t i e s o f a l l 

p a r t i e s , do you have a re c o m m e n d a t i o n t o t h e 

Examiner as t o how t o c o n s t r u c t , a t l e a s t i n 

t e r m s o f m e t h o d o l o g y , an a p p r o p r i a t e p e n a l t y ? 

A. Yes, I do. 

Q. I n y o u r o p i n i o n i s i t a p p r o p r i a t e t o 

c o n s t r u c t a p e n a l t y i n t h i s r e s e r v o i r t h a t uses 

as a s i n g l e p e n a l t y p a r a m e t e r s i m p l y t h e d i s t a n c e 

of e n c r o a c h m e n t ? 

A. I t w o u l d be i f t h e r e was a f u l l 640 

a c r e s p r o d u c t i v e under t h e t r a c t . 
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Q. I s t h e r e any doubt i n y o u r mind, as a 

r e s e r v o i r e n g i n e e r , t h a t t h e r e i s 640 a c r e s 

p r o d u c t i v e i n S e c t i o n 23? 

A. There i s s u b s t a n t i a l l y l e s s t h a n 640 

a c r e s p r o d u c t i v e i n S e c t i o n 23. 

Q. I n y o u r o p i n i o n i s t h e p r o d u c t i v e 

a c r e a g e c a l c u l a t e d by Dr. Boneau a r e a s o n a b l e 

p r o d u c t i v e a c r e a g e amount t o use i n a p e n a l t y 

c a l c u l a t i o n ? 

A. Yes, i t i s . 

Q. Have you used and e n c o u r a g e d o t h e r s t o 

use an a c r e a g e f a c t o r p e n a l t y ? 

A. Yes, we have. 

Q. And t h o s e a c r e a g e f a c t o r p e n a l t i e s have 

been a p p l i e d a g a i n s t y o u r w e l l s , have t h e y n o t ? 

A. T h a t ' s c o r r e c t . 

Q. You've n e g o t i a t e d and s t i p u l a t e d t o 

p e n a l t i e s f o r o t h e r o p e r a t o r s u s i n g a c r e a g e as a 

component o f t h e p e n a l t y . 

A. T h a t ' s a l s o c o r r e c t . 

Q. D e s c r i b e f o r us how you w o u l d c o n s t r u c t 

a p e n a l t y ? 

A. The p e n a l t y t h a t I w o u l d p r o p o s e as 

b e i n g most e q u i t a b l e w o u l d be made up o f two 

f a c t o r s : F i r s t b e i n g a d i s t a n c e method 
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c a l c u l a t i o n , w h i c h r a t i o s t h e d i s t a n c e f r o m t h e 

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

second f a c t o r w o u l d be a f a c t o r w h i c h r a t i o s t h e 

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

a c r e s i n a s t a n d a r d p r o r a t i o n u n i t . 

Q. I f I remember c o r r e c t l y , I t h i n k t h e 

Chevron e n g i n e e r had used a l i t t l e d i f f e r e n t 

a r i t h m e t i c i n g e t t i n g t o t h e p e n a l t y . 

A. T h a t ' s c o r r e c t . 

Q. He was u s i n g s i m i l a r p a r a m e t e r s , b u t he 

a v e r a g e d t h e t h r e e ? 

A. T h a t ' s c o r r e c t . 

Q. How i s y o u r s d i f f e r e n t ? 

A. I n my c a l c u l a t i o n o n l y t h e two f a c t o r s 

a r e a v e r a g e d , and t h a t ' s b e i n g t h e d i s t a n c e t o 

t h e l e a s e l i n e as w e l l as t h e p r o d u c t i v e a c r e s . 

Q. T e l l us how you w o u l d do i t f o r t h i s 

case . 

A. I w o u l d t a k e , i n t h i s case, t h e 660 

f e e t d i v i d e d by 1650 f e e t , p l u s t h e 145 a c r e s , 

d i v i d e d by 640 a c r e s , w h i c h w o u l d y i e l d an 

a c r e a g e f a c t o r -- and d i v i d e t h e sum o f t h o s e two 

by 2, w h i c h w o u l d y i e l d an a c r e a g e f a c t o r o f 

. 31 . 

Q. And t h e a c r e a g e f a c t o r t h e n i s t h a t 
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p o r t i o n o f t h e a l l o w a b l e t h a t you can p r o d u c e f o r 

t h e w e l l ? 

A. T h a t ' s c o r r e c t . 

Q. The w e l l i s l o c a t e d , p r o p o s e d t o be 

l o c a t e d 660 f e e t f r o m t h e n o r t h l i n e ? 

A. T h a t ' s c o r r e c t . 

Q. So, as t h e n u m e r a t o r t h e n , you t a k e 660 

ov e r t h e 1650, as t h e d e n o m i n a t o r ? 

A. T h a t ' s c o r r e c t . 

Q. And t h e n you t a k e 860, as t h e 

n u m e r a t o r , o v e r 1650 t o g e t t h e west l i n e 

d i m e n s i o n ? 

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

Q. And you t a k e t h o s e two p e r c e n t a g e s and 

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

e n croachment component? 

A. That w o u l d be one way o f d o i n g i t . 

Q. What d i d you do t h a t ' s d i f f e r e n t ? 

A. I t o o k j u s t t h e encroachment t o t h e 

n o r t h s e c t i o n . 

Q. Why d i d you g i v e Y a t e s t h e b e n e f i t o f 

n o t h a v i n g a p e n a l t y component f o r t h e west 

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

A. B a s i c a l l y t h e p e n a l t y t h a t w o u l d be 

c a l c u l a t e d t o t h e c l o s e s t o f f s e t w o u l d s e r v e t o 
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p r o t e c t n o t o n l y t h a t c l o s e s t o f f s e t t r a c t , b u t 

a l s o t h e r e m a i n i n g t h r e e -- or t h e r e m a i n i n g two 

t r a c t s . 

Q. Okay. T a k i n g t h a t and t h e n t h e 

a c r e a g e , what i s y o u r u l t i m a t e r e c o m m e n d a t i o n 

t h e n f o r t h e p e n a l t y , e x p r e s s e d as a p e n a l t y ? 

A. My r e c o m m e n d a t i o n f o r a p e n a l t y w o u l d 

be 69 p e r c e n t . 

Q. Dr. Boneau used i n h i s E x h i b i t No. 14 

an o r i g i n a l r e s e r v o i r p r e s s u r e o f 2921 PSI? 

A. [Nodded.] 

Q. I s t h a t y o u r r e c o l l e c t i o n , as a 

r e s e r v o i r e n g i n e e r , o f t h e a p p r o x i m a t e o r i g i n a l 

p r e s s u r e i n t h e p o o l ? 

A. T h a t ' s a p p r o x i m a t e l y t h e o r i g i n a l 

p r e s s u r e . 

Q. What i s y o u r b e s t e n g i n e e r i n g judgment 

as a r e s e r v o i r e n g i n e e r o f t h e c u r r e n t b o t t o m h o l e 

p r e s s u r e i n t h e r e s e r v o i r ? 

A. I t r a n g e s between 1300 and 1500 PSI. 

Q. Okay. Are t h e o t h e r p a r a m e t e r s used by 

Dr. Boneau i n h i s c a l c u l a t i o n o f t h e gas i n p l a c e 

c o n s i s t e n t w i t h t h o s e v a l u e s t h a t you w o u l d use 

as a r e s e r v o i r e n g i n e e r i n c a l c u l a t i n g gas i n 

p l a c e ? 
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A. Yes. The numbers t h a t were used i n h i s 

c a l c u l a t i o n a r e r e a s o n a b l e . 

Q. Mr. V a n d i v e r asked q u e s t i o n s o f t h e 

Chevron w i t n e s s w i t h r e g a r d s t o h i s knowledge o f 

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

a r e a . L e t ' s a d d r e s s t h o s e w i t h r e g a r d s t o t h e 

Apache w e l l s i n S e c t i o n s 12 and 13. 

A. Okay. 

Q. I b e l i e v e o n l y t h e w e l l i n 13 

e n c r o a c h e d upon t h e M a r a t h o n acreage? 

A. T h a t ' s c o r r e c t . 

Q. D e s c r i b e f o r us t h e c i r c u m s t a n c e s 

s u r r o u n d i n g t h a t p e n a l t y , Mr. K e n t , and what t h e 

components u t i l i z e d were i n t h a t p e n a l t y ? 

A. As I r e c a l l , t h e w e l l i n S e c t i o n 13 had 

ceased t o p r o d u c e . And — 

Q. The f i r s t w e l l i n t h e s e c t i o n ? 

A. T h a t ' s c o r r e c t , t h e f i r s t w e l l . And 

t h e r e was e v i d e n c e o f m e c h a n i c a l d i f f i c u l t i e s 

w i t h t h e w e l l , as d e p i c t e d t o us by MW, l e a d i n g 

us t o b e l i e v e t h a t t h e r e was s t i l l p r o d u c t i v e 

a c r e s under t h a t t r a c t . 

Q. L e t me t a k e you t o t h e end o f t h e 

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

And l o o k a t Order No. R-9619. And t h e n i f y o u ' l l 
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EXAMINATION 

BY MR. VANDIVER: 

Q. Mr. Ke n t , w i t h r e g a r d t o t h e w e l l i n 

t h e o r d e r i n S e c t i o n 13 on t h e MW w e l l , you used 

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

A. T h a t ' s c o r r e c t . 

Q. I s t h a t n o t t h e number o f a c r e s you 

c o n s i d e r e d t o be p r o d u c t i v e b e f o r e t h e f i r s t w e l l 

was dr i 1 l e d ? 

A. W i t h o u t l o o k i n g a t t h e map, I c a n ' t 

t e l l you o f f t h e t o p o f my head. 

Q. D i d you -- you were i n v o l v e d i n t h e s e 

n e g o t i a t i o n s ? 

A. I n p a r t s o f t h e s e n e g o t i a t i o n s , y e s . 

Q. What was y o u r f u n c t i o n , and what 

i n f o r m a t i o n d i d you r e v i e w ? 

A. B a s i c a l l y a t t h a t t i m e my f u n c t i o n was 

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

have been used i n t h e I n d i a n B a s i n F i e l d . 

Q. And have you r e v i e w e d t h e e x h i b i t t h a t 

Y a t e s p r e s e n t e d w i t h r e g a r d t o t h e p r o d u c t i v e 

a c r e s i n t h i s f i e l d ? 

A. You're meaning t h e i s o p a c h o r t h e 

d o l o m i t e ? 

Q. Yes. 
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A. I ' v e l o o k e d a t i t b r i e f l y . 

Q. And does t h a t show a p p r o x i m a t e l y 350 

a c r e s i n S e c t i o n 13? 

A. A c c o r d i n g t o Y a t e s ' a n a l y s i s , t h a t 

w o u l d be c o r r e c t . 

Q. Was t h e r e any — was t h e f a c t t h a t t h e 

w e l l i n S e c t i o n 13 had a l r e a d y p r o d u c e d 8 Bcf 

t a k e n i n t o a c c o u n t i n d e t e r m i n i n g t h e p r o d u c t i v e 

a c r e s ? 

A. No, i t w a s n ' t . 

Q. So t h e y were g i v e n t h e b e n e f i t o f 358 

a c r e s w i t h o u t any r e g a r d f o r t h e p r e v i o u s 

p r o d u c t i o n ? 

A. No, t h a t ' s n o t c o r r e c t , because t h e r e 

was s t i l l s u b s t a n t i a l p r e s s u r e under t h a t t r a c t 

t h a t says t h e r e ' s a l s o s u b s t a n t i a l r e s e r v e s 

r e m a i n i n g t o be r e c o v e r e d . 

Q. And y o u ' r e a s k i n g f o r a g r e a t e r p e n a l t y 

i n t h i s case when t h a t w e l l was 330 f r o m t h e 

n o r t h and west l i n e s ? 

A. T h a t ' s c o r r e c t , because i n t h a t case 

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

t h a n we have i n t h i s p a r t i c u l a r case. 

Q. But you d i d n ' t t a k e i n t o a c c o u n t what 

had a l r e a d y been p r o d u c e d ? 
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A. As a f u n c t i o n o f t h e p e n a l t y 

c a l c u l a t i o n , no. 

Q. And t h a t ' s a l s o t h e case i n S e c t i o n 12, 

t h e MW w e l l i n S e c t i o n 12? 

A. I h a v e n ' t r e v i e w e d t h a t one as c l o s e l y , 

b u t I b e l i e v e t h a t one was a — t h r e e f a c t o r s 

were a p p l i e d i n t h a t one, b e i n g o f f s e t , 

d o u b 1 e - c i r c l e , and p r o d u c t i v e a c r e s . 

Q. And how much had t h e f i r s t w e l l 

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

A. I b e l i e v e i t was s o m e t h i n g a r o u n d 30 

Bcf . 

Q. Do you know t h e number o f p r o d u c t i v e 

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

f o r m u l a ? 

A. We w e r e n ' t d i r e c t l y i n v o l v e d w i t h t h a t , 

and, o f f t h e t o p o f my head w i t h o u t l o o k i n g , I 

c o u l d n ' t t e l l y o u . 

Q. Okay. Review a g a i n f o r me t h e method 

t h a t you used i n a r r i v i n g a t t h e 69 p e r c e n t 

p e n a l t y . The f i r s t was 660 ov e r 1650? 

A. T h a t ' s c o r r e c t . 

Q. And t h e n t h e o t h e r was j u s t t h e 

p r o d u c t i v e a c r e a g e , and i t was 145 o v e r 640? 

A. T h a t ' s c o r r e c t . 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

1 4 

1 5 

16 

17 

1 8 

19 

20 

2 1 

22 

23 

24 

25 

10 1 

Q. And e x p l a i n a g a i n why you d i s r e g a r d e d 

t h e 860 s e t b a c k ? 

A. Because we f e l t t h a t t h e p e n a l t y t o t h e 

c l o s e s t t r a c t w o u l d s e r v e t o p r o t e c t t h e 

c o r r e l a t i v e r i g h t s i n t h e o t h e r two t r a c t s . 

Q. I t j u s t i n c r e a s e s t h e p e n a l t y t o 

d i s r e g a r d t h e 860 f i g u r e , does i t n o t ? 

A. Depending on how you make t h e 

c a l c u l a t i o n . 

Q. Have you e v e r used a method o f 

c a l c u l a t i n g t h e d i s t a n c e between w e l l s i n 

a r r i v i n g a t a p e n a l t y ? 

A. No, I h a v e n ' t , b u t t h e d i s t a n c e between 

w e l l s i s i r r e l e v a n t . The s t a t e has s e t up 

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

Q. W e l l , have you n o t r a i s e d t h a t as a 

p o s s i b l e component o f a f o r m u l a t o d e t e r m i n e a 

p e n a l t y ? 

A. No. A l l I ' v e r a i s e d i s t h e p o s s i b i l i t y 

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

t r a c t , n o t t o t h e n e a r e s t w e l l . 

Q. Have you used d i s t a n c e between s t a n d a r d 

l o c a t i o n s i n r a t i o s i n s u g g e s t i n g a component f o r 

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

A. You m i g h t have t o e x p l a i n t h a t one t o 
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me . 

Q. W e l l , i n t h i s case, i t seemed t o me, 

Case No. 9954, you s u g g e s t e d t h e d i s t a n c e s 

between s t a n d a r d l o c a t i o n s , a r a t i o based upon 

t h o s e d i s t a n c e s as b e i n g a r e a s o n a b l e method f o r 

a r r i v i n g a t a p e n a l t y c a l c u l a t i o n . 

MR. KELLAHIN: O b j e c t i o n t o t h e f o r m o f 

t h e q u e s t i o n . I s t h e w i t n e s s a b l e t o r e c a l l t h e 

s u b j e c t m a t t e r o f t h i s i s s u e by k n o w i n g t h e case 

number ? 

THE WITNESS: No. 

MR. KELLAHIN: Would you h e l p t h e 

w i t n e s s t o r e c o g n i z e what y o u ' r e t a l k i n g a b o u t ? 

Q. (BY MR. VANDIVER) You r e c a l l 

t e s t i f y i n g i n a case on, I b e l i e v e i t was a 

Morrow w e l l , and t h a t was l o c a t e d -- I d o n ' t even 

t h i n k i t ' s i n t h i s t o w n s h i p . I t ' s l o c a t e d i n 

S e c t i o n 8 o f 21 — no. I'm s o r r y . I t ' s i n 

S e c t i o n 9 o f 21-23. 

MR. KELLAHIN: What's t h e c a p t i o n o f 

t h e case? 

MR. VANDIVER: I t ' s t h e a p p l i c a t i o n t o 

i n c l u d e a p r o v i s i o n f o r d u a l c o m p l e t i o n o f an 

u n o r t h o d o x gas w e l l l o c a t i o n f o r t h e u n d e s i g n a t e d 

I n d i a n B a s i n - M o r r o w Gas P o o l , Case No. 9954, 
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Order R-9050-C. 

MR. STOVALL: T h a t ' s t h e case t h a t t h e 

D i v i s i o n has p u t i n t o t h e r e c o r d , w h i c h was — I 

b e l i e v e you d i d t e s t i f y i n t h a t case. 

THE WITNESS: T h a t ' s c o r r e c t , I d i d 

t e s t i f y . And t h e r e were — 

MR. KELLAHIN: I'm g o i n g t o o b j e c t . 

That d e a l t w i t h t h e p e n a l t y i n t h e Morrow. We're 

n o t p r o p o s i n g and do n o t s u g g e s t a p e n a l t y f o r 

Y a t e s i n t h e Morrow i n t h i s case. We're d e a l i n g 

w i t h t h e Upper P e n n s y l v a n i a n p e n a l t i e s t h a t were 

u t i 1 i z e d . 

MR. STOVALL: My r e c o l l e c t i o n o f t h a t 

case and t h e "A" o r d e r under t h a t same 

d e s i g n a t i o n a r e t h a t t h e y used t h e same 

m e t h o d o l o g y . So I t h i n k t h a t — and t h a t was t h e 

I n d i a n B a s i n - U p p e r Penn. So, I b e l i e v e , my 

r e c o l l e c t i o n , and we have t h e o r d e r s i n t h e 

r e c o r d , i s t h a t t h e "C" o r d e r t r a c k e d t h e "A" 

o r d e r . And i t may be b e t t e r t o r e f e r t o t h e "A" 

o r d e r , w h i c h i s t h e Upper Penn o r d e r , i f t h a t 

s a t i f i e s y o u r c o n c e r n . 

MR. KELLAHIN: I d o n ' t know where t h i s 

i s g o i n g . I n t h a t case, Mr. Kent and Mr. C a r r ' s 

w i t n e s s e s , we must have p r e s e n t e d 20 d i f f e r e n t 
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s u g g e s t i o n s on how t o do t h i s . And t h a t ' s a b o u t 

how many we have h e r e t o d a y . 

MR. STOVALL: I guess what y o u ' r e 

s a y i n g a t t h i s p o i n t , and I t h i n k I w o u l d a g r e e , 

i s we need t o s t a r t f r e s h h e r e . 

What a r e you t r y i n g t o g e t t o , Mr. 

V a n d i v e r , so we g e t back on t r a c k h e r e ? We know 

w h i c h case y o u ' r e t a l k i n g a b o u t h e r e now. So I 

t h i n k you can p r o c e e d w i t h t h e q u e s t i o n s . 

MR. VANDIVER: The l i n e o f q u e s t i o n i n g 

was i n t e n d e d t o s u g g e s t t h a t t h e f o r m u l a most 

a d v a n t a g e o u s t o t h e p a r t y was p r e s e n t e d . 

Q. You t h i n k t h a t i t i s j u s t and f a i r t o 

p r o p o s e a 69 p e r c e n t p e n a l t y i n t h i s case i n 

r e l a t i o n t o t h e w e l l i n S e c t i o n 16 — I mean 13, 

a l a r g e r p e n a l t y t h a n t h e w e l l i n S e c t i o n 13? 

A. Yes, I do due t o t h e l a r g e r amount o f 

p r o d u c t i v e a c r e s w i t h i n t h e t r a c t under S e c t i o n 

13 . 

MR. VANDIVER: I d o n ' t have any f u r t h e r 

q u e s t i o n s . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. K e n t , do you have an i d e a o f how 

much t h e s u b j e c t w e l l may i n i t i a l l y be a b l e t o 
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p r o d u c e ? 

A. Based on t h e o f f s e t s , t h e w e l l i n 

S e c t i o n 14 p r o d u c e s somewhere on t h e o r d e r o f 3 

m i l l i o n a day; t h e one i n S e c t i o n 15, up t o 

a r o u n d 5 m i l l i o n a day. Depending on how good o f 

a d o l o m i t e s e c t i o n t h e y e n c o u n t e r , t h e y c o u l d be 

a b l e t o p r o d u c e up t o t h e a l l o w a b l e . 

We have c o m p l e t e d w e l l s i n t h i n 

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

w i t h i n v e r y t h i n p o r t i o n s o f d o l o m i t e and been 

a b l e t o p r o d u c e a t r a t e s e q u a l o r above t h e 

a11owab1e. 

EXAMINER CATANACH: I have n o t h i n g 

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

MR. KELLAHIN: N o t h i n g e l s e , Mr. 

Examiner. That c o m p l e t e s o ur p r e s e n t a t i o n . 

EXAMINER CATANACH: Would c o u n s e l l i k e 

t o g i v e c l o s i n g s t a t e m e n t s ? I t ' s up t o you. 

MR. CARR: Yes. 

EXAMINER CATANACH: Mr. C a r r , go 

f i r s t . 

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

I w o u l d s u g g e s t t h a t t h i s i s r e a l l y a v e r y s i m p l e 

c ase, i f you remember c e r t a i n f u n d a m e n t a l m a t t e r s 

t h a t I s u g g e s t e d c o n t r o l y o u r d e c i s i o n when you 
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r e v i e w t h e r e c o r d made h e r e t o d a y . 

As we a l l know, you and t h i s agency 

have a d u t y t o p r o t e c t c o r r e l a t i v e r i g h t s , and 

t h a t ' s a d e f i n e d t e r m i n t h e O i l & Gas A c t . And 

i n d o i n g t h a t , Mr. C a t a n a c h , you may impose a 

p e n a l t y t o o f f s e t t h e a d v a n t a g e t h a t i s g a i n e d by 

an u n o r t h o d o x l o c a t i o n . 

We've h e a r d an a w f u l l o t a b o u t what may 

or may n o t have been done i n o t h e r c a s e s , 

sometimes e x p l a i n i n g what i n p u t f a c t o r s were 

used, o t h e r t i m e s n o t . But I w o u l d s u g g e s t t o 

you t h a t you've g o t t o d e c i d e t h i s case on what 

has been s a i d h e r e and what has been p r e s e n t e d 

t oday. 

Chevron comes b e f o r e you a s k i n g you t o 

do y o u r d u t y . We're d i r e c t l y i n a d i a g o n a l 

o f f s e t , and we're a s k i n g you t o impose a 

p e n a l t y . Y a t e s , on t h e o t h e r hand, comes b e f o r e 

y o u . They a r e more t h a n 50 p e r c e n t t o o c l o s e , 

b o t h t o t h e n o r t h and t o t h e west as w e l l as t o 

t h e n o r t h w e s t . 

And w i t h o n l y 147 i n s t e a d o f 640 

p r o d u c t i v e a c r e s by t h e i r own e s t i m a t e s , and 

t h e y ' r e s a y i n g , Mr. C a t a n a c h , impose a b s o l u t e l y 

no p e n a l t y a t a l l , and I mean t h a t . I f you t h i n k 
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a b o u t what Dr. Boneau has s a i d t o you t o d a y , Mr. 

Ca t a n a c h , he says we e x p e c t t o g e t a 3 m i l l i o n 

p er day w e l l , and we t h i n k what you s h o u l d do i s 

impose a 40 p e r c e n t p e n a l t y . 

W e l l , c u r r e n t a l l o w a b l e s i n t h i s f i e l d 

a r e 5,2000 a day. I f you t a k e t h e i r p r o p o s e d 

p e n a l t y and you a p p l y i t t o t h e c u r r e n t a l l o w a b l e 

r a t e , t h e y ' d be a l l o w e d t o p r o d u c e 3.12 m i l l i o n 

p er day. 

I s u b m i t t o you t h a t when y o u ' r e 

e x p e c t i n g t o d r i l l a 3 m i l l i o n a day w e l l and 

y o u ' r e a s k i n g f o r a q u o t e , u n q u o t e " p e n a l t y " t h a t 

w o u l d l e t you p r o d u c e 3.1 a day, t h e y ' r e a s k i n g 

f o r a b s o l u t e l y no p e n a l t y a t a l l . And i f you 

g r a n t t h a t , you've f a i l e d t o meet y o u r d u t y . You 

have n o t p r o t e c t e d c o r r e l a t i v e r i g h t s . You have 

n o t a c t e d t o o f f s e t t h e a d v a n t a g e t h e y a r e 

g a i n i n g on us. 

And what t h e y ' r e p r e s e n t i n g t o you and 

b a s i n g t h e i r c a l c u l a t i o n s and what we're g o i n g t o 

c i t e t o you and u t i l i z e i s our E x h i b i t 15. And 

t h e y ' r e u s i n g d e c l i n e c u r v e s . And t h e s e d e c l i n e s 

a r e based on t h e w o r s t w e l l i n t h e p o o l . And i f 

t h e y do any b e t t e r t h a n t h a t , i f t h e y d o n ' t 

e x p e r i e n c e 35 p e r c e n t d e c l i n e r a t e s , t h e y ' r e 
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g o i n g t o even do b e t t e r . And any p e n a l t y t h a t 

t h e y w o u l d p r o p o s e w o u l d even be f a r t h e r away 

f r o m a m e a n i n g f u l p e n a l t y . 

C o r r e l a t i v e r i g h t s i s a d e f i n e d t e r m . 

I t means t h e o p p o r t u n i t y t o p r o d u c e y o u r f a i r 

s h a r e . O p p o r t u n i t y , t h a t ' s t h e key. 

U n f o r t u n a t e l y f o r Y a t e s , when we t a l k a b o u t 

c o r r e l a t i v e r i g h t s , t h i s i s one a r e a where we do 

wake up i n a new w o r l d e v e r y d a y . And i f you 

d o n ' t do s o m e t h i n g , you l o s e y o u r c o r r e l a t i v e 

r i g h t s . 

And now t h e y come i n and t h e one t h i n g 

t h a t f a l l s o u t o f t h i s case, I s u b m i t l i k e a 

b o m b s h e l l , i s t h e y say y e s , we're a s k i n g f o r 

a u t h o r i t y t o d r a i n our n e i g h b o r because we d i d n ' t 

a c t . T h e y ' r e a s k i n g you w h i l e c i t i n g h i s t o r i c a l 

p r e c e d e n t , on one hand t o f o r g e t h i s t o r y , f o r g e t 

t h e O i l & Gas A c t , and g i v e them what was t h e r e . 

Day by day t h e y d i d n ' t e x e r c i s e t h e i r o p p o r t u n i t y 

t o p r o d u c e i t . And now t h e y ' r e a s k i n g you t o go 

back and g i v e them what t h e y f a i l t o d e v e l o p . 

I f you l o o k a t t h e i r E x h i b i t 15 -- and 

I t h i n k t h i s i s t h e c r i t i c a l e x h i b i t i n t h e 

e n t i r e case — you can see t h a t Chevron i s 

s t a n d i n g b e f o r e you a s k i n g f o r a 39 p e r c e n t 
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a l l o w a b l e f a c t o r , 61 p e r c e n t p e n a l t y , a p p l y t h a t 

t o t h e c u r r e n t a l l o w a b l e r a t e . And when you do 

t h a t , y o u ' l l see t h a t what we're recommending i s 

t h e y g e t t o p r o d u c e s l i g h t l y more t h a n 2,000 a 

day. Look a t t h e i r e x h i b i t . 2,000 a day l e t s 

them p r o d u c e 1.6 B c f , and t h a t ' s what Dr. Boneau 

says t h e y s t i l l have. 

We're recommending t h a t you l e t them 

have what t h e y can p r o d u c e t o d a y now t h a t t h e y 

have e l e c t e d t o e x e r c i s e t h e i r c o r r e l a t i v e r i g h t s 

and do what t h e r e s t o f us d i d l o n g ago and I'm 

t a l k i n g a b o u t what t h e y needed t o do, d r i l l a 

we 11 . 

I f you g i v e a n y t h i n g l e s s t h a n t h e 

p e n a l t y , t h e p e n a l t y we a r e recommending, y o u ' r e 

d o i n g what t h e y want you t o do. You're 

a u t h o r i z i n g d r a i n a g e , y o u ' r e f o r g e t t i n g t h e O i l & 

Gas A c t . You're t h r o w i n g o u t t h e s t a t u t e s w h i c h 

g o v e r n y o u r a c t i v i t y , and y o u ' r e s i m p l y 

a u t h o r i z i n g d r a i n a g e , and we s u b m i t t h a t i s 

s o m e t h i n g you c a n n o t do. 

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

MR. KELLAHIN: Mr. Examiner, t h i s i s 

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

I n d i a n B a s i n cases and g i v e s you a c l e a r , 
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d i s m i s s e d u s i n g p r o d u c t i v e a c r e a g e because i t was 

t o o s p e c u l a t i v e , n o t so i n t h i s case. 

Look a t t h e w e a l t h o f i n f o r m a t i o n and 

c o n t r o l . Had t h i s been t h e f i r s t w e l l i n t h e 

s e c t i o n , w e l l maybe you w o u l d n ' t r e a l l y know 

where t h e edge o f t h e d o l o m i t e was. Had t h i s 

been t h e second w e l l i n t h e s e c t i o n , you m i g h t 

say, w e l l , t h e r e i s s t i l l p r o b a b l y some d o u b t 

a b o u t t h e edge o f t h e d o l o m i t e . A f t e r t h e t h i r d 

w e l l , how can you have much d o u b t a b o u t where t h e 

l i m i t s o f t h a t r e s e r v o i r a r e ? 

You can l o o k a t E x h i b i t No. 13 and l o o k 

a t a l l t h e s h o t s i n t h e r e s e r v o i r . Look a t t h e 

c o n t r o l p o i n t s o v e r i n 22. T h i s i s u n d i s p u t e d . 

We d i d n ' t p u t on g e o l o g i c e v i d e n c e t o d i s p u t e 

t h i s i s s u e . That 145 p r o d u c t i v e a c r e s i s w i t h i n 

a few p e r c e n t a g e p o i n t s o f what we w o u l d use. 

T h a t ' s an amazing f a c t t h a t s e t s t h i s case o f f 

u n i q u e u n t o i t s e l f . 

T here i s no r e a s o n t o g i v e Y a t e s a 

w i n d f a l l by m a n i p u l a t i n g t h e p e n a l t y components 

t o j u s t i f y t h i s c o r n e r s h o t i n t o t h e r e s e r v o i r . 

Why d o n ' t we f o r g e t a l l t h i s s t u f f ? L e t ' s go t o 

Dr. Boneau's E x h i b i t No. 15 and j u s t l o o k a t t h e 

b o t t o m 1 i n e . 
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W i t h h i s own c a l c u l a t i o n , u s i n g t h e 

most p e s s i m i s t i c d e c l i n e c u r v e s I have ever seen 

i n t h i s r e s e r v o i r , he says t h a t he's g o i n g t o g e t 

1.6 Bcf o f gas, i s a l l he's g o t l e f t , w i t h a 65 

p e r c e n t p e n a l t y , and he can g e t 2 m i l l i o n a day, 

and t h a t ' s a c o m m e r c i a l w e l l f o r him. I asked 

him t h a t q u e s t i o n , and he gave me t h a t answer. 

Why do a n y t h i n g e l s e ? T h i s i s more 

t h a n t h e y d e s e r v e . They g e t a l l t h e r e m a i n i n g 

gas i n p l a c e t h a t ' s l e f t . T h a t ' s a l l t h e y ' r e 

e n t i t l e d t o . I t ' s smoking m i r r o r s t o s u g g e s t 

t h a t we go back and r e c o n s t r u c t t h e o r i g i n a l gas 

i n p l a c e volumes i n t h e r e s e r v o i r and g i v e them 

t h a t . 

And i t ' s n o t our f a u l t t h a t t h e y f a i l e d 

t o e x e r c i s e t h e o p p o r t u n i t y t o p r o t e c t t h e i r 

c o r r e l a t i v e r i g h t s . T h i s e x h i b i t t e l l s you what 

t o do, and we en c o u r a g e you t o do t h a t . 

Thank you. 

EXAMINER CATANACH: Mr. V a n d i v e r . 

MR. VANDIVER: Mr. Examiner, Y a t e s , o f 

c o u r s e , i s s e e k i n g most o f a l l a p p r o v a l o f i t s 

u n o r t h o d o x l o c a t i o n . I d o n ' t b e l i e v e t h e r e ' s any 

d i s p u t e t h a t t h i s i s t h e optimum l o c a t i o n i n t h e 

s e c t i o n f o r t h e d r i l l i n g o f an up-end w e l l . And, 
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o f c o u r s e , Y a t e s r e c o g n i z e s t h a t a p e n a l t y w i l l 

be imposed i n t h i s case. 

I b e l i e v e t h a t Y a t e s ' p o i n t i s n o t t h a t 

a g e n e r i c s o l u t i o n s h o u l d be f a s h i o n e d f o r t h e s e 

w e l l s and t h a t you do have t o l o o k a t t h i s on a 

w e l l - b y - w e l l b a s i s . But i t i s c l e a r f r o m h i s t o r y 

t h a t , as Dr. Boneau t e s t i f i e d , i n numerous cases 

t h a t w e l l s have d r a i n e d a s u b s t a n t i a l amount o f 

t h e r e s e r v o i r . 

And t h e n when t h e o p e r a t o r came i n and 

asked t o d r i l l a w e l l i n t h e n o r t h w e s t q u a r t e r o f 

t h e s e c t i o n , t h e p r o d u c t i v e a c r e s was i n c l u d e d as 

a f a c t o r i n d e t e r m i n i n g t h e p e n a l t y . And i n none 

o f t h o s e cases was t h e f a c t t h a t t h e r e s e r v o i r 

had been d e p l e t e d t a k e n i n t o c o n s i d e r a t i o n i n 

d e t e r m i n i n g t h o s e p r o d u c t i v e a c r e s . 

And i t ' s u n f a i r t o use t h e p r o d u c t i v e 

a c r e a g e component i n t h o s e cases and i n c l u d i n g 

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

amount o f gas t h a t had p r e v i o u s l y been p r o d u c e d 

and t h e n a p p l y t h e f a c t o r t o Ya t e s i n t h i s case. 

That w o u l d n o t a l l o w Y a t e s t h e o p p o r t u n i t y t o 

p r o d u c e a f a i r and e q u i t a b l e s h a r e o f gas i n t h i s 

p o o l . 

And so I w o u l d u r g e t h e Examiner f i r s t 
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t o g r a n t t h e a p p l i c a t i o n f o r t h e u n o r t h o d o x 

l o c a t i o n and t h e n r e q u e s t t h a t you a p p l y a 

p e n a l t y on t h e p r o d u c t i o n i n l i n e w i t h t h e 

t e s t i m o n y o f Dr. Boneau. Thank you. 

EXAMINER CATANACH: A n y t h i n g f u r t h e r i n 

t h i s case? There b e i n g n o t h i n g f u r t h e r , Case 

10544 w i l l be t a k e n under a d v i s e m e n t . 

[And t h e p r o c e e d i n g s were c o n c l u d e d . ] 

I d ° h c r ^ / ̂  thatJho fere 
- ' - ^ • «sCf;' Of fan 

Examiner hsar^g 0 " 
•aord by me'on 

P 

Oil Conservation Division 
.» boa miner 

RODRIGUEZ-VESTAL REPORTING 
( 505 ) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

12 

13 

14 

1 5 

16 

17 

1 8 

19 

20 

2 1 

22 

23 

24 

25 

115 

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

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

t h e O i l C o n s e r v a t i o n D i v i s i o n was r e p o r t e d by me; 

t h a t I caused my n o t e s t o be t r a n s c r i b e d under my 

p e r s o n a l s u p e r v i s i o n ; and t h a t t h e f o r e g o i n g i s a 

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

r e l a t i v e o r employee o f any o f t h e p a r t i e s o r 

a t t o r n e y s i n v o l v e d i n t h i s m a t t e r and t h a t I have 

no p e r s o n a l i n t e r e s t i n t h e f i n a l d i s p o s i t i o n o f 

t h i s m a t t e r . 

I FURTHER CERTIFY t h a t I am n o t a 

WITNESS MY HAND AND SEAL OCTOBER 12, 

1992 . 
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