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EXAMINER STOGNER: L e t ' s c a l l t h e case 

10629 . 

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

Energy O p e r a t i n g P a r t n e r s , L.P., f o r c o m p u l s o r y 

p o o l i n g and 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 

Coun t y , New M e x i c o . 

a l o n g w i t h Case No. 10628 a t t h e December 18, 1992, 

h e a r i n g . A t t h a t t i m e t h i s case was r e a d v e r t i s e d t o 

i n c l u d e an u n o r t h o d o x l o c a t i o n and some c o m p u l s o r y 

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

A t t h i s t i m e , w e ' l l c a l l f o r any a d d i t i o n a l 

a p p e a r a n c e s a n d / o r t e s t i m o n y i n t h i s case? 

T h e r e b e i n g none, t h i s case w i l l be t a k e n 

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

EXAMINER STOGNER: T h i s case was h e a r d 

I do hereby certify that thoJereroing is 
a comp^ia record of the^ocoLufp.gs is 

CUMBRE COURT REPORTING 
P.O. BOX 9262 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 

) S S . 

COUNTY OF SANTA FE ) 

I , Deborah O'Bine, C e r t i f i e d Shorthand 

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

caused my no t e s to 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 he f o r e g o i n g t r a n s c r i p t i s a 

t r u e and a c c u r a t e r e c o r d of the p r o c e e d i n g s of s a i d 

h e a r i n g . 

or employee of any of the p a r t i e s or a t t o r n e y s 

i n v o l v e d i n t h i s matter 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 of t h i s m a t t e r . 
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The A p p l i c a t i o n o f Y a t e s P e t r o l e u m 
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The A p p l i c a t i o n o f Santa Fe Energy 
O p e r a t i n g P a r t n e r s , L.P., f o r 
Compulsory P o o l i n g and 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 M e x i c o . 

STATE OF NEW MEXICO 

CASE NO. 10628 and/10629 

C o n s o l i d a t e d Cases 

IN THE MATTER OF: 

BEFORE: 

MICHAEL E. STOGNER 

H e a r i n g Examiner 

S t a t e Land O f f i c e B u i l d i n g 

December 18, 1992 

REPORTED BY: 
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C e r t i f i e d C o u r t R e p o r t e r 
f o r t h e S t a t e o f New Mexico 
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A P P E A R A N C E S 

FOR SANTA FE ENERGY OPERATING PARTNERS, L.P.: 

HINKLE, COX, EATON, COFFIELD & HENSLEY 
Post O f f i c e Box 2068 
Santa Fe, New Mexico 87504-2068 
BY: JAMES BRUCE, ESQ. 

FOR YATES PETROLEUM CORPORATION: 

CAMPBELL, CARR, BERGE & SHERIDAN, P.C. 
Post O f f i c e Box 2208 
Santa Fe, New Mexico 87504-2208 
BY: WILLIAM F. CARR, ESQ. 
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E X H I B I T S 

REFERENCE 

SANTA FE ENERGY EXHIBITS: 

E x h i b i t No . 1 9 
E x h i b i t No . 2 1 0 
E x h i b i t No . 3 1 2 
E x h i b i t No . 4 1 2 
E x h i b i t No . 5 1 5 
E x h i b i t No . 6 1 7 
E x h i b i t No . 7 2 5 
E x h i b i t No . 8 29 
E x h i b i t No . 9 29 
E x h i b i t No . 10 37 
E x h i b i t No . 1 1 38 
E x h i b i t No . 1 2 3 8 
E x h i b i t No . 1 3 7 1 
E x h i b i t Nos . 14A t h r o u g h 14C 72 
E x h i b i t No . 1 5 76 
E x h i b i t No . 1 6 76 
E x h i b i t No . 1 7 78 
E x h i b i t No . 1 8 8 1 
E x h i b i t No . 19 8 1 

YATES PETROLEUM CORPORATION EXHIBITS: 

E x h i b i t A 101 
E x h i b i t B 103 
E x h i b i t C 104 
E x h i b i t D 104 
E x h i b i t E 105 
E x h i b i t No . 1 116 
E x h i b i t No . 2 12 1 
E x h i b i t No . 3 12 2 
E x h i b i t No . 4 12 2 
E x h i b i t No . 5 12 3 
E x h i b i t No . 6 12 5 
E x h i b i t No . 7 126 
E x h i b i t No . 8 136 
E x h i b i t No . 9 138 
E x h i b i t No . 1 0 140 
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EXAMINER STOGNER: T h i s h e a r i n g w i l l 

come t o o r d e r . C a l l n e x t case, No. 10629, w h i c h 

i s t h e a p p l i c a t i o n t o Santa Fe Energy O p e r a t i n g 

P a r t n e r s , L.P., f o r c o m p u l s o r y p o o l i n g and 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 

Me x i c o . 

At t h i s t i m e I ' l l c a l l f o r 

a p p e a r a n c e s . 

MR. BRUCE: Mr. Examiner, J i m Bruce 

f r o m t h e H i n k l e Law F i r m i n Santa Fe, 

r e p r e s e n t i n g t h e A p p l i c a n t . I have t h r e e 

w i t n e s s e s t o be sworn. 

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. Ca 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 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 and I have 

t h r e e w i t n e s s e s . 

T h e r e ' s a companion case on t h i s 

d o c k e t , Case 10628, w h i c h i s t h e a p p l i c a t i o n t o 

Ya t e s P e t r o l e u m C o r p o r a t i o n s e e k i n g an o r d e r 

a p p r o v i n g t h e same a c r e a g e and a p p r o v i n g a n o t h e r 

u n o r t h o d o x w e l l l o c a t i o n , " a n o t h e r " b e i n g o t h e r 

t h a n t h e one p r o p o s e d by Santa Fe. A c c o r d i n g l y , 

we w o u l d r e q u e s t t h a t t h e cases be c o n s o l i d a t e d 

f o r p u r p o s e s o f h e a r i n g . 

RODRIGUEZ REPORTING 
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EXAMINER STOGNER: Mr. Br u c e , do you 

co n c u r ? 

MR. BRUCE: Yes. 

EXAMINER STOGNER: At t h i s t i m e I ' l l 

c a l l t h e c o n c u r r e n t case, No. 10628, w h i c h i s t h e 

a p p l i c a t i o n 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 f o r 

c o m p u l s o r y p o o l i n g and 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 Eddy County, New Mex i c o . 

Do you w i s h t o e n t e r y o u r appearance i n 

t h a t one, Mr. Bruce? 

MR. BRUCE: Yes, s i r . 

EXAMINER STOGNER: And, Mr. C a r r , do 

you have any w i t n e s s e s ? 

MR. CARR: Yes, s i r . I have t h r e e 

w i t n e s s e s . 

EXAMINER STOGNER: Are t h e r e any o t h e r 

a p p e a r a n c e s i n e i t h e r Case 10627 o r 10628? 

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

sworn i n . 

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

EXAMINER STOGNER: Mr. Br u c e , I 

u n d e r s t a n d t h a t you w i l l be p r e s e n t i n g y o u r 

t e s t i m o n y o r y o u r w i t n e s s e s f i r s t ? 

MR. BRUCE: T h a t ' s c o r r e c t . One 

p r e l i m i n a r y m a t t e r , Mr. Examiner. Santa Fe's 

RODRIGUEZ REPORTING 
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o r i g i n a l w e l l l o c a t i o n was 660 f e e t f r o m t h e west 

l i n e and I b e l i e v e 500 f e e t f r o m t h e s o u t h l i n e . 

S a nta Fe w o u l d l i k e t o amend i t s a p p l i c a t i o n t o 

move t h e l o c a t i o n 204 f e e t f r o m t h e s o u t h l i n e . 

The o t h e r d i s t a n c e r e m a i n s t h e same. 

I ' v e spoken w i t h Mr. Ca r r ab o u t i t and 

he has no o b j e c t i o n t o g o i n g f o r w a r d , and we have 

a w a i v e r f r o m t h e o f f s e t t i n g i n t e r e s t owner w i t h 

r e s p e c t t o t h i s m a t t e r . 

EXAMINER STOGNER: Okay. The l o c a t i o n 

w o u l d be changed t o 660 f r o m t h e west l i n e , 204 

f r o m t h e s o u t h ? 

MR. BRUCE: T h a t ' s c o r r e c t . 

EXAMINER STOGNER: S i n c e t h a t ' s more 

u n o r t h o d o x , w e ' l l have t o r e a d v e r t i s e i t . 

GARY GREEN 

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

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

EXAMINATION 

BY MR. BRUCE: 

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

y o u r c i t y t o r e s i d e n c e ? 

A. My name i s Gary Green. I l i v e i n 

M i d l a n d , Texas. 

Q. Who a r e you employed by and i n what 

RODRIGUEZ REPORTING 
(505) 988-1772 
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capac i t y ? 

A. Santa Fe Energy as a d i v i s i o n landman. 

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 D i v i s i o n as an e x p e r t p e t r o l e u m landman? 

A. Yes, I have. 

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

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

A. Yes, I am. 

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

Green as an e x p e r t landman. 

EXAMINER STOGNER: Are t h e r e any 

o b j e c t i o n s ? 

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

EXAMINER STOGNER: Mr. Green i s so 

q u a l i f i e d . 

Q. Mr. Green, b r i e f l y , what does Santa Fe 

seek i n t h i s case? 

A. Santa Fe seeks t o p o o l a l l t o S e c t i o n 

27, Township 21 S o u t h , Range 24 E a s t , Eddy 

County, New M e x i c o , t o f o r m a u n i t f o r a l l p o o l s 

spaced on 640 a c r e s i n t h e west h a l f t o S e c t i o n 

27 f o r a l l p o o l s t h e f o r m a t i o n spaced on 320 

a c r e s . 

Santa Fe a l s o seeks a p p r o v a l f o r an 

u n o r t h o d o x w e l l l o c a t i o n f o r a w e l l t o be l o c a t e d 

RODRIGUEZ REPORTING 
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204 f e e t f r o m t h e s o u t h l i n e and 660 f e e t f r o m 

t h e west l i n e t o S e c t i o n 27. 

Q. Moving t o y o u r e x h i b i t s , what i s 

E x h i b i t 1? 

A. E x h i b i t 1 i s a 1 - 4,000 l a n d p l a t . 

The a c r e a g e c o l o r e d i n y e l l o w h i g h l i g h t s Santa 

Fe's a c r e a g e and a l s o i n d i c a t e s a s i x - s e c t i o n 

o u t l i n e t o t h e w o r k i n g i n t e r e s t t h a t Santa Fe, 

N e s t e , and N o r t h C e n t r a l c u r r e n t l y o p e r a t e s 

u n d e r . I t a l s o shows t h e l o c a t i o n t o Santa Fe's 

R i g h t Hand Canyon F e d e r a l 34 # 1 . I t a l s o shows 

t h e p r o p o s e d l o c a t i o n t o Santa Fe's Rocky Top 

F e d e r a l Com 27 #1 . 

The o t h e r a c r e a g e i n t h e r e t h a t ' s 

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

w o u l d b e l o n g t o Y a t e s . 

Q. So Santa Fe and t h e Ya t e s g r o u p a r e t h e 

two p r i m a r y l a n d o w n e r s i n t h i s a r ea? 

A. Yes. 

Q. S p e c i f i c a l l y , what p a r t i e s does Santa 

Fe seek t o p o o l ? 

A. Santa Fe seeks t o p o o l 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 , Y a t e s D r i l l i n g Company, Abo 

P e t r o l e u m C o r p o r a t i o n and Myco I n d u s t r i e s , who 

own a l l t o t h e s o u t h h a l f , e x c e p t f o r t h e 

RODRIGUEZ REPORTING 
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s o u t h w e s t q u a r t e r o f t h e s o u t h w e s t q u a r t e r . 

S anta Fe owns a l l t o t h e n o r t h h a l f and 

t h e s o u t h w e s t t o t h e s o u t h w e s t q u a r t e r , w i t h t h e 

e x c e p t i o n o f t h e n o r t h w e s t / n o r t h e a s t q u a r t e r . 

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

o f t h i s c ase, who a r e t h e o f f s e t o p e r a t o r s or 

l e s s e e s ? 

A. The o f f s e t o p e r a t o r s t o t h e s o u t h and 

e a s t i s Santa Fe, w h i c h owns t h e ac r e a g e t h e r e . 

The o f f s e t o p e r a t o r s t o t h e west and s o u t h w e s t i n 

S e c t i o n s 28 and 33 i s M a r a t h o n , t h e o p e r a t o r t o 

t h e I n d i a n H i l l s U n i t . 

Q. What i s M a r a t h o n ' s p o s i t i o n i n t h i s 

case ? 

A. M a r a t h o n has w a i v e d any o b j e c t i o n t o 

Santa Fe's l o c a t i o n . We have a w a i v e r l e t t e r 

w h i c h w i l l be marked as E x h i b i t 2. 

Q. Okay. Would you p l e a s e d i s c u s s y o u r 

e f f o r t s t o g e t t h e Y a t e s g r o u p t o j o i n i n t h e 

p r o p o s e d w e l l ? 

A. We have been n e g o t i a t i n g , t a l k i n g t o 

Ya t e s f o r a l m o s t a y e a r , s i n c e J a n u a r y t o 1992. 

O r i g i n a l l y we p r o p o s e d a s i x - s e c t i o n f e d e r a l 

u n i t , s i x - s e c t i o n w o r k i n g i n t e r e s t u n i t . We have 

gone t i m e and t i m e a g a i n t o g e t t h e i r s u p p o r t i n 
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t h e f o r m t o j o i n i n g i n some s o r t o f u n i t f a r m i n g 

o u t . 

Q. I s t h a t t h e u n i t t h a t ' s o u t l i n e d by t h e 

h a t c h marks on E x h i b i t 1? 

A. Yes, i t i s . 

Q. Was t h e o u t l i n e o f t h i s u n i t based on 

g e o l o g y ? 

A. Yes, i t was. 

Q. W i l l S anta Fe's g e o l o g i s t d i s c u s s t h i s 

b r i e f l y l a t e r ? 

A. Yes. 

Q. Okay, p l e a s e c o n t i n u e . What happened 

d u r i n g t h e c o u r s e o f y o u r d i s c u s s i o n s w i t h Y a t e s ? 

A. B a s i c a l l y we c o u l d n e v e r g e t a 

commitment o u t o f Y a t e s . The answer was u s u a l l y 

y eah, we want t o do s o m e t h i n g , b u t we're g o i n g t o 

have 50 p e r c e n t and we're g o i n g t o o p e r a t e . Our 

r e s p o n s e u s u a l l y was, "You d o n ' t own 50 p e r c e n t 

i n t h e s i x s e c t i o n s h e r e , and we're g o i n g t o 

o p e r a t e . " 

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

p a r t i e s , N o r t h C e n t r a l and N e s t e , I b e l i e v e . 

What i s t h e r e l a t i o n s h i p t h e r e ? 

A. Santa Fe s o l d o u t i t s i n t e r e s t t o Neste 

and N o r t h C e n t r a l , and t h e y j o i n e d Santa Fe i n a 
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s i x - s e c t i o n w o r k i n g i n t e r e s t u n i t and j o i n e d i n 

an o p e r a t i n g agreement c o v e r i n g t h i s a r e a w h i c h 

w i l l be E x h i b i t 4. 

Q. F i r s t , what i s E x h i b i t 3? 

A. E x h i b i t 3 i s a l e t t e r f r o m N e s t e , a 

l e t t e r f r o m N o r t h C e n t r a l , who a r e t h e o t h e r 

w o r k i n g i n t e r e s t owners i n t h e s i x - s e c t i o n a r e a , 

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

64 0 - a c r e S e c t i o n 27 as a u n i t , and a l s o 

s u p p o r t i n g Santa Fe as o p e r a t o r . 

Q. Had you i n f o r m e d Y a t e s t h a t Santa Fe 

was i n t e r e s t e d i n s e l l i n g o u t i t s i n t e r e s t ? 

A. Yes, we d i d . 

Q. I s E x h i b i t 4 t h e o p e r a t i n g agreement 

t h a t Santa Fe has w i t h N o r t h C e n t r a l and Neste? 

A. Yes, i t i s . 

Q. Now, when was t h e i n t e r e s t s o l d t o 

N o r t h C e n t r a l and Neste? 

A. The i n t e r e s t was s o l d i n March, A p r i l , 

May, sometime i n t h a t a r e a . I b e l i e v e i t was i n 

May . 

Q. From t h a t p e r i o d on, what 

c o r r e s p o n d e n c e o r what phone c a l l s d i d you have 

w i t h Y a t e s ? 

A. I ' v e had a number t o t e l e p h o n e 
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c o n v e r s a t i o n s w i t h Mr. B u l l o c k w i t h Y a t e s . I n 

A p r i l , I s e n t Y a t e s a l e t t e r o f f i c i a l l y p r o p o s i n g 

t h e w o r k i n g i n t e r e s t u n i t , s i x - s e c t i o n w o r k i n g 

i n t e r e s t u n i t , a s k i n g them t o j o i n i n t h a t u n i t 

o r t o f a r m o u t . 

We c o u l d n e v e r g e t any s u p p o r t t o j o i n 

i n t h e w o r k i n g i n t e r e s t u n i t . I n June we asked 

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

f a r m o u t , i n t h e s o u t h h a l f t o S e c t i o n 27. 

Q. Was t h i s t h e r e s u l t t o a phone 

d i s c u s s i o n w i t h Mr. B u l l o c k ? 

A. Yes, i t was. We were t r y i n g t o f i g u r e 

o u t some way t o g e t Y a t e s t o p a r t i c i p a t e i n some 

f o r m o r f a s h i o n . They s u g g e s t e d we r e q u e s t a 

f a r m o u t , w h i c h we g o t no r e s p o n s e t o . 

Then I had a number t o t e l e p h o n e 

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

a g a i n p r o p o s e d t o Y a t e s t o f o r m a o n e - s e c t i o n 

w o r k i n g i n t e r e s t u n i t c o v e r i n g S e c t i o n 27 and 

d r i l l a Morrow w e l l . 

Q. You m e n t i o n e d " a f t e r d r i l l i n g t h e 

w e l l . " Which w e l l a r e you s p e a k i n g a b o u t ? 

A. A f t e r S anta Fe d r i l l e d t h e i n i t i a l t e s t 

w e l l and p r o s p e c t , w h i c h i s t h e R i g h t Hand Canyon 

F e d e r a l 34 # 1 . 
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Q. D i d Santa Fe g e t any s u p p o r t f r o m Y a t e s 

f o r t h a t w e l l ? 

A. No, we d i d n o t . 

Q. From t h e b e g i n n i n g o f y o u r d i s c u s s i o n s 

w i t h Y a t e s , had Santa Fe o f f e r e d t o show i t s 

g e o l o g y t o Yates? 

A. Yes, Santa Fe o f f e r e d t o show i t s 

g e o l o g y t o Ya t e s f r o m t h e v e r y b e g i n n i n g , i f 

Ya t e s w o u l d a g r e e t o p a r t i c i p a t e i n some f o r m or 

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

o r f a r m o u t i t s i n t e r e s t . 

Q. D i d t h i s i n c l u d e i t s g e o l o g y f r o m t h e 

R i g h t Hand Canyon w e l l ? 

A. Yes, i t d i d . 

Q. You m e n t i o n e d a f t e r t h e R i g h t Hand 

Canyon w e l l was d r i l l e d , you wanted t o f o r m a 

o n e - s e c t i o n w o r k i n g i n t e r e s t u n i t . What was t h e 

r e a s o n f o r t h a t u n i t ? 

A. The r e a s o n f o r t h e o n e - s e c t i o n w o r k i n g 

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

F o r m a t i o n o u t t h e r e , t h e Upper Penn i s 640 a c r e s . 

Q. What d i d t h e R i g h t Hand Canyon w e l l 

show w i t h r e s p e c t t o t h e C i s c o Canyon? 

A. We were u n a b l e t o a d e q u a t e l y t e s t t h e 

C i s c o Canyon because t o s e v e r e l o s s c i r c u l a t i o n . 
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Q. On t h e R i g h t Hand Canyon w e l l , what i s 

i t s c u r r e n t s t a t u s ? 

A. The R i g h t Hand Canyon w e l l i s c u r r e n t l y 

b e i n g c o m p l e t e d i n t h e Upper Morrow. 

Q. And w i t h r e s p e c t t o t h e one s e c t i o n 

u n i t , d i d you w r i t e t o Y a t e s p r o p o s i n g t h a t w e l l ? 

A. Yes, I w r o t e t o Y a t e s a l e t t e r d a t e d 

September 1 1 t h . 

Q. And, s i n c e t h a t l e t t e r , have t h e r e been 

s u b s e q u e n t d i s c u s s i o n s w i t h Mr. B u l l o c k ? 

A. Yes, t h e r e have. 

Q. Now, t o y o u r k n o w l e d g e , does Yates have 

any new c o m p l e t i o n s i n t h e i m m e d i a t e area? 

A. Yes. My u n d e r s t a n d i n g i s t h a t t h e y 

have r e c o m p l e t e d a w e l l i n S e c t i o n 17, Township 

22 S o u t h , Range 24 E a s t . 

Q. Has Y a t e s t u r n e d o v e r t h e d a t a on t h a t 

one ? 

A. No, t h e y have n o t . 

Q. W i l l y o u r g e o l o g i s t be d i s c u s s i n g t h a t ? 

A. Yes, he w i l l . 

Q. I n summary, Mr. Green, what has Ya t e s " 

p o s i t i o n been? 

A. I t h i n k Y a t e s ' p o s i t i o n has a l w a y s been 

t h a t t h e y a r e n o t w i l l i n g t o p a r t i c i p a t e or 
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s u p p o r t u n l e s s t h e y were g i v e n a 5 0 - p e r c e n t 

p o s i t i o n and o p e r a t o r s h i p t o t h e H i l l U n i t . 

They've b a s i c a l l y w r i t t e n us down on t h e i n i t i a l 

t e s t and p r o s p e c t and g i v e n us no s u p p o r t . 

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

marked E x h i b i t 5? 

A. Yes. 

Q. I n y o u r o p i n i o n , have you made a good 

f a i t h e f f o r t t o o b t a i n Y a t e s ' v o l u n t a r y 

commitment t o Santa Fe's p r o p o s e d w e l l ? 

A. Yes, I b e l i e v e we have. We've worked 

on t h i s f o r a l m o s t a y e a r now. 

Q. I s Santa Fe i n any o t h e r Y a t e s - o p e r a t e d 

we 1 l s ? 

A. Yes. Over t h e l a s t two or t h r e e y e a r s 

we've p a r t i c i p a t e d i n a p p r o x i m a t e l y 29 w e l l s w i t h 

Y a t e s . Y a t e s has o p e r a t e d a l l t o t h o s e w e l l s . 

Even t h o u g h Santa Fe has had an e q u a l or g r e a t e r 

i n t e r e s t i n some, we've a l w a y s conceded 

o p e r a t i o n s t o Y a t e s . We j u s t f e e l l i k e i t ' s t i m e 

f o r Santa F e - - i t ' s Santa Fe's t u r n t o o p e r a t e . 

Q. I n t h i s p a r t i c u l a r a r e a , i n t h i s 

s i x - s e c t i o n a r e a , who i s t h e m a j o r i t y w o r k i n g 

i n t e r e s t owner? 

A. Santa Fe w o u l d own t h e m a j o r i t y t o t h e 
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w o r k i n g i n t e r e s t . 

Q. W i l l S anta Fe's e n g i n e e r d i s c u s s w e l l 

c o s t s and o p e r a t i n g c h a r g e s ? 

A . Yes, he w i l l . 

Q. Was n o t i c e g i v e n t o Yates and M a r a t h o n 

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

A. Yes, i t was. I t ' s marked E x h i b i t 6. 

Q. T h a t ' s y o u r a f f i d a v i t t o n o t i c e w i t h 

t h e r e t u r n r e c e i p t s ? 

A. Yes. 

Q. I n y o u r o p i n i o n , i s t h e g r a n t i n g o f 

Santa Fe's a p p l i c a t i o n i n t h e i n t e r e s t s t o 

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

A. Yes, i t i s . 

Q. Mr. Green, were E x h i b i t s 1 t h r o u g h 6 

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 ? 

A. Yes. 

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

t h e a d m i s s i o n t o Santa Fe's E x h i b i t s 1 t h r o u g h 

6 . 

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

EXAMINER STOGNER: E x h i b i t s 1 t h r o u g h 6 

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

EXAMINER STOGNER: Mr. C a r r , y o u r 

w i t n e s s . 
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EXAMINATION 

BY MR. CARR: 

Q. Mr. Green, when d i d Santa Fe d e c i d e t o 

move t h e w e l l t o t h e c u r r e n t l o c a t i o n ? 

A. I t was o n l y d e c i d e d i n t h e l a s t c o u p l e 

t o weeks because t o t o p o g r a p h i c a l r e a s o n s and 

g e o l o g i c a l r e a s o n s , w h i c h our g e o l o g i s t w i l l 

d i s c u s s . 

Q. Were you i n v o l v e d i n t h o s e d e c i s i o n s ? 

A. No, I was n o t . 

Q. I n i t i a l l y , S anta Fe was p r o p o s i n g a 

s i x - s e c t i o n w o r k i n g i n t e r e s t owner u n i t ? I s t h a t 

what you i n d i c a t e d ? 

A. Yes. 

Q. Today, however, we're r e a l l y o n l y 

d i s c u s s i n g S e c t i o n 27, i s t h a t c o r r e c t ? 

A. Yes. 

Q. And i n S e c t i o n 27, t h e w o r k i n g i n t e r e s t 

o w n e r s h i p i s s p l i t 50/50? 

A. Yes, i t i s . 

Q. You have e v e r y t h i n g i n t h e n o r t h h a l f 

e x c e p t 40? 

A. Yes. 

Q. We have e v e r y t h i n g i n t h e s o u t h h a l f 

e x c e p t 40? 
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A. Yes. 

Q. You have been n e g o t i a t i n g and w o r k i n g , 

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

t h e d e v e l o p m e n t o f t h i s s e c t i o n f o r now a y e a r 

p l u s ? 

A. T h i s p a r t i c u l a r s e c t i o n , no. S i n c e 

we've d r i l l e d our w e l l , t h i s w e l l was d r i l l e d i n 

J u l y , and we have been n e g o t i a t i n g a b o u t f i v e 

months on S e c t i o n 27. 

Q. The b o t t o m l i n e i s , t h e r e ' s no 

v o l u n t a r y agreement f o r t h e de v e l o p m e n t o f t h i s 

s e c t i on? 

A. No, t h e r e i s n o t . 

Q. Your r e q u e s t e d p o o l i n g , i f I u n d e r s t o o d 

i t , i s t h e west h a l f u n i t i f i t ' s 320 s p a c i n g , 

t h e e n t i r e u n i t i f i t ' s 6 4 0 - a c r e s p a c i n g ? 

A. Yes, s i r . 

Q. And I guess i f t h i s s h o u l d be an o i l 

w e l l , do you know what t h e s p a c i n g w o u l d be o u t 

he r e ? 

A. I t h i n k t h a t w o u l d have t o be 

d e t e r m i n e d . 

Q. You i n d i c a t e d t h a t you p r o p o s e d t o 

Y a t e s t h a t t h e y p a r t i c i p a t e and you w o u l d s h a r e 

y o u r g e o l o g y w i t h them. That w o u l d be s h a r e d 
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a f t e r t h e y had r e a c h e d an agreement o r a g r e e d t o 

p a r t i c i p a t e ? 

A. A f t e r t h e y had a g r e e d t o do one o f two 

t h i n g s , e i t h e r p a r t i c i p a t e i n t h e u n i t as a 

w o r k i n g i n t e r e s t owner or f a r m o u t . 

Q. The i n f o r m a t i o n t h a t Y a t e s has on t h e 

R i g h t Hand Canyon w e l l i n 34 was o b t a i n e d 

p u r s u a n t t o a subpoena t o t h e D i v i s i o n ? 

A. Yes, i t was. 

Q. I t wasn't v o l u n t a r i l y p r o v i d e d ? 

A. No, i t was n o t . 

Q. There was a l s o an e f f o r t by Santa Fe t o 

subpoena d a t a f r o m Y a t e s , i s t h a t c o r r e c t ? 

A. Yes, i t was. 

Q. And a p o r t i o n t o t h a t subpoena was 

quashed? 

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

MR. CARR: T h a t ' s a l l I have. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. E x h i b i t No. 4, t h i s i s y o u r p r o p o s e d 

u n i t agreement o r has t h i s u n i t agreement been 

ap p r o v e d ? 

A. T h i s i s an e x i s t i n g w o r k i n g i n t e r e s t 

u n i t , j o i n t v e n t u r e o p e r a t i n g agreement c o v e r i n g 
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t h o s e s i x s e c t i o n s between Santa Fe, Neste and 

N o r t h C e n t r a l . 

Q. Was t h i s u n i t a p p r o v e d by t h e BLM? 

A. No, i t was n o t . I t ' s s t r i c t l y a j o i n t 

o p e r a t i n g agreement w o r k i n g i n t e r e s t u n i t . 

Q. We're d e a l i n g j u s t w i t h S e c t i o n 27 

t o d a y ? 

A. Yes, s i r . 

EXAMINER STOGNER: Mr. Ca r r or Mr. 

Br u c e , we need t o f l i p o v e r h e r e t o t h e l i s t t o 

E x h i b i t A t o t h a t a g r e e m e n t . I d o n ' t see t h i s 

v e r y o f t e n b u t when I do, I g e t a l i t t l e 

d i s t u r b e d . 

P a r a g r a p h 17, my l a s t name ap p e a r s as a 

l e s s o r . I t ' s a v e r y uncommon name, b u t I do n o t 

know o f anybody by t h e name o f Leona L. S t o g n e r , 

i r r e v o c a b l e t r u s t . T h i s i s n o t t h e ac r e a g e 

i n v o l v e d i n t h i s , b u t I t h i n k t h i s needs t o go on 

t h e r e c o r d . Do you know i f t h i s name a p p e a r s 

anywhere e l s e , Mr. Bruce? 

MR. BRUCE: Not t o my k n o w l e d g e , b u t I 

w o u l d ask Mr. Green. 

THE WITNESS: No, i t does n o t appear 

anywhere e l s e . 

EXAMINER STOGNER: Mr. C a r r , do you 
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have any comments o r do you see any prob l e m ? 

MR. CARR: I have no comment and no 

p r o b l e m . 

EXAMINER STOGNER: I do n o t know t h i s 

Leona L. S t o g n e r , b u t s i n c e i t ' s n o t i n t h i s a r e a 

t o d a y , I t h i n k i t j u s t needs t o be b r o u g h t o u t . 

You m e n t i o n e d , and I ' l l h o l d o f f and 

ask one o f y o u r o t h e r w i t n e s s e s on t h e l o c a t i o n 

o f t h e w e l l s , s i n c e you d i d m e n t i o n t h e r e was 

t o p o g r a p h i c and g e o l o g i c a l i n f o r m a t i o n as t o 

t h a t . I ' l l h o l d o f f u n t i l t h a t t i m e . I have no 

q u e s t i o n s t o Mr. Green a t t h i s p o i n t . 

Mr. Bruce? 

MR. BRUCE: J u s t one f i n a l q u e s t i o n , 

Mr . Green. 

FURTHER EXAMINATION 

BY MR. BRUCE: 

Q. Mr. Green, i s i t common t o show t h e 

g e o l o g y o r o f f e r t o show t h e g e o l o g y a f t e r 

someone a g r e e s t o f a r m o u t o r j o i n ? 

A. Yes. 

MR. BRUCE: T h a t ' s a l l I have, Mr. 

Examine r . 

EXAMINER STOGNER: You may be excused. 

Mr. Bruce ? 
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MR. BRUCE: C a l l Gene D a v i s t o t h e 

s t a n d . 

GENE DAVIS 

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

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

EXAMINATION 

BY MR. BRUCE: 

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

c i t y t o r e s i d e n c e f o r t h e r e c o r d ? 

A. My name i s Gene D a v i s , and I l i v e i n 

M i d l a n d , Texas. 

Q. What i s y o u r o c c u p a t i o n and who a r e you 

employed by? 

A. I am t h e g e o l o g i c a l and g e o p h y s i c a l 

manager f o r t h e Permian D i s t r i c t f o r Santa Fe 

Energy R e s o u r c e s . 

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 D i v i s i o n as a g e o l o g i s t ? 

A. No, I have n o t . 

Q. Would you p l e a s e o u t l i n e f o r t h e 

Examiner 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 y o u r 

work e x p e r i e n c e ? 

A. I r e c e i v e d a b a c h e l o r ' s d e g r e e i n 

g e o l o g y f r o m t h e U n i v e r s i t y o f Dayton i n 1975. I 

have a m a s t e r ' s i n g e o l o g i c a l s c i e n c e s f r o m t h e 
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U n i v e r s i t y o f Texas i n E l Paso. I r e c e i v e d t h a t 

i n 1979. 

I worked f o r P h i l l i p s Uranium i n 

A l b u q u e r q u e , New Mexico and M i n n e a p o l i s , 

M i n n e s o t a f o r a y e a r and a h a l f . I t h e n became 

employed by S u p e r i o r O i l Company i n M i d l a n d , 

Texas, f o r a p e r i o d o f 14 months. 

I t h e n went t o work f o r H e r i t a g e 

R e s o u r c e s , an i n d e p e n d e n t o i l and gas p r o d u c e r 

and i n M i d l a n d , Texas, and D a l l a s , Texas, and 

work e d f o r them f o r seven and a h a l f y e a r s . I 

t h e n became employed by Santa Fe Energy t h r e e 

y e a r s ago. 

Q. What a r e y o u r d u t i e s a t Santa Fe? 

A. My d u t i e s a t Santa Fe a r e r e g i o n a l 

e x p l o r a t i o n and d e v e l o p m e n t g e o l o g y t h r o u g h o u t 

West Texas and S o u t h e a s t New M e x i c o , and I 

s u p e r v i s e a number t o g e o l o g i s t s d o i n g t h e same. 

Q. Are you f a m i l i a r w i t h t h e g e o l o g y 

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

A . Yes, I am. 

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

D a v i s as an e x p e r t g e o l o g i s t . 

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

EXAMINER STOGNER: Mr. D a v i s i s so 
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q u a l i f i e d . 

Q. Mr. D a v i s , f i r s t o f f , what a r e t h e 

p r i m a r y t a r g e t zone or zones i n t h e p r o p o s e d 

w e l l ? 

A. The p r o p o s e d w e l l has two p r i m a r y 

o b j e c t i v e s , t h e C i s c o Canyon d o l o m i t e and t h e 

Morrow sands. 

Q. And r e f e r r i n g t o y o u r l o c a t o r map, 

E x h i b i t No. 7, w o u l d you d e s c r i b e i t s c o n t e n t s 

f o r t h e Examiner? 

A. Mr. Exam i n e r , and o t h e r p a r t i e s , 

p r o v i d e d t o you t h e r e a r e a s e t o f maps t h a t I ' v e 

marked as e x h i b i t s . Those maps a r e a l s o on t h e 

w a l l and I ' l l p r o b a b l y use t h e w a l l c o p i e s t o 

t a l k f r o m , i f t h a t ' s a l l r i g h t . You can a l s o 

r e f e r t o t h e maps t h a t a r e i n f r o n t o f y o u, t h e 

s m a l l e r e x h i b i t s . They a r e e x a c t d u p l i c a t e s . 

EXAMINER STOGNER: I ' l l r e m i n d y o u , Mr. 

D a v i s , p l e a s e do t a l k l o u d f o r our t r a n s c r i b e r , 

and a l s o r e f r a i n f r o m p o i n t i n g t o s o m e t h i n g and 

s a y i n g " h e r e " and " h e r e . " You need t o d e s c r i b e 

i t . 

THE WITNESS: Yes, s i r , t h a n k you. 

A. E x h i b i t 7 i s a s t r u c t u r e map on t o p t o 

t h e C i s c o Canyon d o l o m i t e , i n t h e Dagger Draw, 

RODRIGUEZ REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

2 6 

I n d i a n B a s i n a r e a . T h i s a r e a i s b a s i c a l l y 15 

m i l e s o r so due west t o C a r l s b a d , New Me x i c o . 

The C i s c o Canyon f o r m a t i o n i n t h i s a r e a 

i s b a s i c a l l y composed t o t h r e e d i f f e r e n t f a c i e s , 

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

f a c i e s and f i n a l l y t h e r e ' s a d o l o m i t e f a c i e s . 

The d o l o m i t e f a c i e s i s a v e r y , v e r y p r o d u c t i v e 

r e s e r v o i r f a c i e s i n t h e a r e a . The l i m e s t o n e i s 

s h a l e o r 1ime. 

What i s d e p i c t e d on t h i s p a r t i c u l a r 

s t r u c t u r e map, o f c o u r s e t h e s t r u c t u r e on t o p t o 

t h a t r e s e r v o i r u n i t i s t h e C i s c o Canyon 

d o l o m i t e . Y o u ' l l n o t e on t h a t map t h a t t h e r e i s 

a d a r k b l a c k l i n e beyond w h i c h t h e r e i s some 

p r i n t i n g w h i c h says "no d o l o m i t e . " You can see 

t h a t t h a t e x i s t s b o t h on t h e e a s t and t h e west t o 

a t r e n d t h a t goes b a s i c a l l y n o r t h and s o u t h 

t h r o u g h t h e a r e a . 

There a r e two m a j o r f i e l d s o r a c t u a l l y 

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

d o l o m i t e r e s e r v o i r . Shown i n r e d t h e r e i s t h e 

I n d i a n B a s i n gas f i e l d , w h i c h i s a v e r y , v e r y 

l a r g e gas f i e l d . To t h e n o r t h t o t h a t t h e r e i s 

t h e N o r t h and So u t h Dagger Draw o i l f i e l d s . 

The I n d i a n B a s i n gas f i e l d i s i n d i c a t e d 
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i n r e d . I t i s gas p r o d u c t i v e w i t h p l u s o r minus 

60 d e g r e e g r a v i t y c o n d e n s a t e p r o d u c t i o n . The 

N o r t h and So u t h Dagger Draw f i e l d s a r e b o t h gas 

and o i l p r o d u c t i v e . There i s an o i l l e g w h i c h i s 

shown i n g r e e n , and t h a t i s p r o d u c t i v e t o 42 

degree g r a v i t y o i l . 

The b l u e l e g t h a t we show above t h a t o r 

r a t h e r t o t h e west t o t h e g r e e n l e g i s a gas 

p r o d u c t i v e i n t e r v a l w i t h p l u s or minus 42 degree 

g r a v i t y o i l p r o d u c e d w i t h i t as w e l l . 

I f I can, I want t o c a l l y o u r a t t e n t i o n 

t o t h e e a s t f l a n k , t h e s o u t h e a s t and t h e e a s t 

f l a n k t o t h e I n d i a n B a s i n gas f i e l d , j u s t e a s t t o 

t h e a r e a l a b e l e d " I n d i a n H i l l s . " That w o u l d be 

i n Township 21 S o u t h , Range 24 E a s t , and Township 

22 S o u t h , Range 24 E a s t . 

You can see t h a t t h e r e i s an a r e a t h a t 

i s h a c h u r e d i n g r e e n . That a r e a t h e r e i s an a r e a 

t h a t we t h i n k c o u l d p o t e n t i a l l y be o i l 

p r o d u c t i v e , w i t h t h e p r e s e n c e t o an o i l l e g l y i n g 

s t r u c t u r a l l y down d i p t o t h e I n d i a n B a s i n gas 

f i e l d . 

Y o u ' l l n o t e t h a t t h e r e i s a s i x - s e c t i o n 

o u t l i n e w h i c h i s an o u t l i n e t o a w o r k i n g i n t e r e s t 

u n i t t h a t Santa Fe, Neste and N o r t h C e n t r a l have 
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t h a t Mr. Green has d i s c u s s e d . There i s a 

s e c t i o n , w h i c h i s S e c t i o n 27, t h a t i s c o l o r e d i n 

y e l l o w . We a l s o i n d i c a t e t h e l o c a t i o n t o t h e 

w e l l t h a t we're i n t e r e s t e d i n p r o p o s i n g w h i c h i s 

i n S e c t i o n 27, and i t i s shown by a t r i a n g l e . 

Q. One t h i n g , Mr. D a v i s , t h e r e a r e s e v e r a l 

w e l l s s u r r o u n d e d by hexagons. What do t h o s e 

w e l l s i n d i c a t e ? 

A. R e f e r r i n g a g a i n t o t h i s e a s t and 

s o u t h e a s t f l a n k t o t h e I n d i a n B a s i n gas f i e l d , 

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

hexagons. Those s i x w e l l s a r e w e l l s where t h e r e 

have been DSTs t o t h e C i s c o Canyon d o l o m i t e where 

o i l , gas and w a t e r has been r e c o v e r e d by DST. 

Those DSTs a r e v e r y s i m i l a r t o DSTs 

t h a t have been t a k e n i n t h e Dagger Draw f i e l d , 

b o t h N o r t h and South and a r e v e r y , v e r y s i m i l a r 

t o t h a t k i n d o f p r o d u c t i o n . 

Q. B a s i c a l l y , Mr. D a v i s , p r o b a b l y what 

b o t h Santa Fe and Y a t e s a r e h o p i n g t o r e p l i c a t e 

o r t o f i n d i s a n o t h e r Dagger Draw f i e l d , i s n ' t 

i t ? 

A. T h a t ' s v e r y much t h e case. I n f a c t , I 

v i s i t e d w i t h B r e n t May a b o u t t h a t v e r y t h i n g , and 

he a g r e e s t h a t t h a t ' s what we're l o o k i n g a t v e r y 
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p o s s i b l y h e r e . 

Q. Do you have a n y t h i n g f u r t h e r on E x h i b i t 

7 t h a t you w o u l d l i k e t o d i s c u s s ? 

A. I d o n ' t b e l i e v e so. Thank y o u . 

Q. Now, as you s a i d , t h e r e a r e two 

f o r m a t i o n s , one o f w h i c h i s t h e Morrow. Would 

you r e f e r t o E x h i b i t s 8 and 9, j u s t b r i e f l y 

i d e n t i f y them f o r t h e Examiner, and d i s c u s s t h e 

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

A. E x h i b i t No. 8 i s an i s o p a c h map. I t i s 

a n e t p o r o u s sand i s o p a c h w i t h p o r o s i t y 

c r o s s - p l o t t e d g r e a t e r t h a n seven p e r c e n t . I t i s 

t h e Morrow sand t h a t we're w o r k i n g w i t h t h e r e , i s 

a B a s a l Upper Morrow sand. 

The e x h i b i t l a b e l e d No. 9 i s a 

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 l a b e l e d B - B'. 

Y o u ' l l n o t e t h a t on E x h i b i t No. 8, t h e l i n e t o 

t h a t c r o s s - s e c t i o n i s shown as a dashed l i n e w i t h 

t h e l a b e l B - B' on i t as w e l l . 

The Morrow h e r e i s b r o k e n up i n t o t h r e e 

d i f f e r e n t u n i t s ; t h e r e i s an Upper Morrow u n i t . 

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

one t h a t i s hung on t h e t o p t o a M i d d l e Morrow 

l i m e s t o n e m a r k e r . Beneath t h a t marker t h e r e a r e 

two more u n i t s i n t h e Morrow, t h e M i d d l e Morrow 
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c l a s t i c u n i t and the Lower Morrow c l a s t i c u n i t , 

and those o v e r l i e the B a r n e t t s h a l e . 

The p a r t i c u l a r sand t h a t we're 

i n t e r e s t e d i n or t h a t we have a g r e a t d e a l to 

i n t e r e s t i n i s a sand t h a t o c c u r s a t the b a s a l 

p o r t i o n to the Upper Morrow for m a t i o n encased 

b a s i c a l l y by l i m e s and a l i t t l e b i t of s h a l e , and 

t h a t i s l a b e l e d the B a s a l Morrow sand and i t i s 

c o l o r e d i n y e l l o w on the c r o s s - s e c t i o n . 

L e t me d e s c r i b e a l i t t l e b i t to you 

about the E x h i b i t No. 8, i f you w i l l . T h e r e ' s a 

l o t to symbology on t h e r e . T h i s map a l s o has a 

s t r u c t u r e , the s t r u c t u r e on top to the B a s a l 

Upper Morrow sand superimposed on i t , and those 

c o n t o u r s a r e i n blue and they a r e l a b e l e d i n 

50-foot contour i n t e r v a l s . 

As f a r as symbology i s concerned, 

t h e r e ' s the s i x - s e c t i o n o u t l i n e t h a t ' s the 

working i n t e r e s t u n i t by Santa Fe and i t s 

p a r t n e r s . I n d i c a t e d as a square i s the l o c a t i o n 

to the San t a Fe R i g h t Hand Canyon F e d e r a l 34 #1 

w e l l . I n d i c a t e d as a t r i a n g l e , c o l o r e d red, i s 

the proposed l o c a t i o n of the Rocky Top F e d e r a l 27 

#1 w e l l i n S e c t i o n 27. 

There a r e a number to Morrow 
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p e n e t r a t i o n s on t h i s map. Those t h a t a r e 

b a s i c a l l y a s q u a r e s t a n d i n g on one end, t h e y have 

a symbol a r o u n d them, a r e Morrow p e n e t r a t i o n s 

where t h e r e i s no t e s t t o t h a t B a s a l Upper Morrow 

sand . 

We have c i r c l e s w h i c h a r e C i s c o Canyon 

t e s t s w h i c h were n o t deep enough t o p e n e t r a t e 

t h r o u g h t h e Morrow f o r m a t i o n . There a r e hexagons 

w h i c h a r e Morrow p e n e t r a t i o n s , where t h e r e were 

gas shows and DSTs t o t h e B a s a l Upper Morrow 

sand, and t h e r e a r e two w e l l s t h a t have t h a t k i n d 

o f an i n d i c a t i o n , t h e f i r s t b e i n g t h e R i g h t Hand 

Canyon w e l l i n S e c t i o n 34 d r i l l e d by Santa Fe, 

and t h e n t h e w e l l i n S e c t i o n 22 w h i c h i s t h e 

R a l p h Lowe No. 1 S t a p l e w e l l w h i c h was d r i l l e d i n 

1963. 

L a s t l y t h e r e a r e Morrow p e n e t r a t i o n s 

t h a t a r e a c t u a l B a s a l Upper Morrow sand 

c o m p l e t i o n s , and t h o s e a r e shown as a s t a r . One 

o f t h o s e on t h i s p a r t i c u l a r map i s i n S e c t i o n 

16. I f I may go back t o E x h i b i t 7 f o r a second, 

p l e a s e , and r e f e r t o t h e one on t h e w a l l a g a i n . 

There a r e a number t o gas w e l l s t h a t 

a r e shown t o e x i s t i n Township 21 S o u t h , Range 24 

E a s t , i n S e c t i o n s 4 and 5, 6, 7, 8, 17 and 18. 
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These a r e p r o d u c i n g i n t h e Cemetery Morrow gas 

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

t h a t my u n d e r s t a n d i n g , t h e way I b e l i e v e t h a t t h e 

B a s a l Upper Morrow sand has been d e p o s i t e d h e r e , 

i s t h a t t h i s B a s a l Upper Morrow sand u n i t i s a 

l o n g s h o r e b a r a s s o c i a t e d w i t h a b a r r i e r bar 

complex, a b a r r i e r b a r or b a r r i e r i s l a n d complex. 

That b a r r i e r b a r or b a r r i e r i s l a n d 

complex i s a c t u a l l y l o c a t e d j u s t t o t h e n o r t h and 

west o f t h i s p a r t i c u l a r b a r r i e r b a r t h a t we have 

e n c o u n t e r e d i n S e c t i o n 34, and i n S e c t i o n 27 and 

22. That b a r r i e r b a r and i s l a n d complex 

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

d i r e c t i o n , and t h a t i s t h e same d i r e c t i o n t h a t I 

b e l i e v e t h a t t h e b a r r i e r b a r or l o n g s h o r e b ar 

t h a t we're l o o k i n g a t , i n t h a t t h e B a s a l Upper 

Morrow sand i s i n S e c t i o n 34 and 27 t r e n d s as 

we 11 . 

Q. So you've mapped t h a t i s l a n d o r bar as 

c o n t i n u o u s a c r o s s s e c t i o n s 34, 27 and 22? 

A. T h a t ' s c o r r e c t . The d a t a , as we have 

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

t h r e e w e l l s t h a t have p e n e t r a t e d t h e B a s a l Upper 

Morrow sand i n t h e a r e a t h a t we're i n v o l v e d i n . 

S e c t i o n 34, t h e R i g h t Hand Canyon w e l l , 
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e n c o u n t e r e d 14 f e e t t o n e t p o r o u s sand. The w e l l 

i n S e c t i o n 27 n o r t h h a l f , Anadarko 1 s #1 Pardue 

Farms w e l l e n c o u n t e r e d 14 f e e t as w e l l ; and t h e n 

t h e w e l l i n S e c t i o n 22, t h e R a l p h Lowe S t a p l e , 

e n c o u n t e r e d z e r o f e e t o f n e t p o r o u s sand b u t d i d 

have s i x f e e t t o g r o s s sand p r e s e n t i n i t . 

I f I can r e f e r t o t h e c r o s s - s e c t i o n , 

B - B', and j u s t d e s c r i b e i t a l i t t l e more t o 

you, t h i s a g a i n i s a n o r t h / s o u t h c r o s s - s e c t i o n 

and w e ' l l t a l k a b o u t t h e f o u r w e l l s t h a t w i l l be 

l o c a t e d on y o u r r i g h t - h a n d s i d e t o t h e 

c r o s s - s e c t i o n , s t a r t i n g w i t h t h e Santa Fe R i g h t 

Hand Canyon 34 #1 w e l l . 

You can see t h a t t h e B a s a l Upper Morrow 

sand i s l o c a t e d a t a b o u t 9650 f e e t . We 

p e n e t r a t e d a b o u t 16 f e e t t o good, c l e a n sand 

w h i c h had, as I s a i d , 14 f e e t t o g r e a t e r t h a n 

seven p e r c e n t p o r o s i t y . I t had w a t e r s a t u r a t i o n 

t o 41 p e r c e n t c a l c u l a t e d u s i n g s t a n d a r d 

e g u a t i ons. 

T h i s zone was DST'd by Santa Fe and i t 

f l o w e d a t a r a t e o f 1.5 m i l l i o n a day on DST, 

w i t h no w a t e r a t a l l . I t had v e r y good f l o w i n g 

p r e s s u r e s and a l s o good s h u t - i n p r e s s u r e s . 

C u r r e n t l y , Santa Fe has p e r f o r a t e d t h a t zone and 
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i s i n the p r o c e s s to c o m p l e t i n g i t . 

The proposed l o c a t i o n i n the Rocky Top 

27 F e d e r a l #1 w e l l i s l o c a t e d about a p p r o x i m a t e l y 

2200 f e e t due n o r t h of the Santa Fe w e l l , as 

i n d i c a t e d on the c r o s s - s e c t i o n as w e l l . I 

b e l i e v e , from my mapping, t h a t we w i l l encounter 

something on the order to about 14 to 15, maybe a 

l i t t l e g r e a t e r than 15 f e e t to net porous sand 

g r e a t e r than seven p e r c e n t . 

The Anadarko P r o d u c t i o n Pardue Farms #1 

w e l l i n S e c t i o n 27, i n the n o r t h h a l f , was 

d r i l l e d i n 1978. You can see from l o o k i n g at the 

c r o s s - s e c t i o n t h a t they encountered the same 

B a s a l Upper Morrow sand a t a p o i n t of about 9535 

f e e t or so, and encountered a g a i n around 14 f e e t 

to g r o s s sand and had about 14 f e e t to net porous 

sand g r e a t e r than seven p e r c e n t as w e l l . 

That zone was not DST 1d. I t had a 

v e r y , v e r y poor mud l o g show and was not DST'd by 

Anadarko. They c o n t i n u e d to d r i l l the w e l l down 

i n t o the Morrow and took a l a r g e d r i l l stem t e s t 

over the Middle and Lower Morrow c l a s t i c s , 

r e c e i v e d v e r y l i t t l e show and went ahead and 

plugged the w e l l . 

S t a n d a r d water s a t u r a t i o n c a l c u l a t i o n s 
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on t h a t w e l l show i t to have a water s a t u r a t i o n 

to 45 p e r c e n t , and I b e l i e v e t h a t w e l l was j u s t a 

bypass producer. I b e l i e v e t h a t i t had the same 

p o t e n t i a l as the Right Hand Canyon 34 #1 w e l l 

t h a t we d r i l l e d i n S e c t i o n 34. 

The l a s t w e l l , the Ralph Lowe S t a p l e #1 

w e l l i n S e c t i o n 22, you can see t h a t they 

encountered s i x f e e t to g r o s s sand. T h i s i s an 

o l d s o n i c l o g whereas the p r e v i o u s two logs were 

neutron d e n s i t y l o g s . The o l d s o n i c log shows i t 

to have about s i x p e r c e n t p o r o s i t y , not q u i t e 

seven p e r c e n t , so i t shows zero f e e t to net 

porous sand on our i s o p a c h map, E x h i b i t No. 8. 

You can see t h a t they d i d conduct a DST 

a c r o s s t h i s B a s a l Upper Morrow sand. The DST 

a l s o i n c l u d e d some sands i n the Middle Morrow. 

The zone flowed gas a t 1.6 m i l l i o n a day w i t h 

r e a s o n a b l e f l o w i n g and s h u t - i n p r e s s u r e s . 

They took another t e s t t h a t d i d not 

i n c l u d e the Upper Morrow sand t h a t a c t u a l l y 

i n c l u d e d the e n t i r e Lower and Middle Morrow 

i n t e r v a l . That zone flowed at about 600,000 a 

day and i t seems to me i t does show t h a t those 

two DSTs i n d i c a t e t h e r e ' s some p o t e n t i a l i n the 

Ralph Lowe S t a p l e #1 w e l l f o r some gas p r o d u c t i o n 
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and i n d i c a t e s t o me t h a t t h a t c l e a n sand goes t o 

t h e n o r t h as w e l l . 

Q. Now, Santa Fe's p r o p o s e d w e l l i s about 

midway between t h e Anadarko w e l l , i n t h e n o r t h 

h a l f o f S e c t i o n 20, and t h e R i g h t Hand Canyon 

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

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

Q. I n y o u r o p i n i o n , i s t h a t an optimum 

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

A. I b e l i e v e t h a t we have a v e r y good 

l o c a t i o n t h e r e t o t e s t t h e Morrow. From my 

mapping, i t w i l l be s t r u c t u r a l l y h i g h t o b o t h t h e 

Santa Fe w e l l i n S e c t i o n 34 and a l s o t h e Anadarko 

Pardue Farms w e l l i n t h e n o r t h h a l f t o S e c t i o n 

27. I t h i n k w e ' l l e n c o u n t e r p l e n t y t o r e s e r v o i r 

r o c k as we 1 1 . 

Q. Now, Santa Fe's p r o p o s e d l o c a t i o n i s 

q u i t e u n o r t h o d o x . Do you have any comments on 

t h i s ? 

A. The p r o p o s e d w e l l i s , a b o u t as I s a i d , 

2200 f e e t n o r t h t o t h e Santa Fe R i g h t Hand Canyon 

34 F e d e r a l #1 w e l l . We b e l i e v e t h a t t o be 

s u f f i c i e n t t o p r e v e n t i n t e r f e r e n c e between t h e 

two w e l i s . 

Q. And o b v i o u s l y Santa Fe has no o b j e c t i o n 
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w i t h r e s p e c t t o i t s R i g h t Hand Canyon w e l l ? 

A. No, we've w a i v e d o b j e c t i o n s , as has 

M a r a t h o n as w e l l . 

Q. Are t h e r e a l s o t o p o g r a p h i c r e a s o n s f o r 

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

A. Yes, t h e r e a r e , and our e n g i n e e r w i l l 

d i s c u s s t h o s e . 

Q. Now, i f Santa Fe's a p p l i c a t i o n i s 

g r a n t e d , i s t h e r e a second Morrow l o c a t i o n i n t h e 

e a s t h a l f t o S e c t i o n 27? 

A. I b e l i e v e t h a t we c o u l d d r i l l a 

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

t o Sect i o n 2 7. 

Q. And, o f c o u r s e , a f t e r t h i s S e c t i o n 27 

w e l l i s d r i l l e d , t h e r e w i l l be more d a t a w i l l 

t h e r e n o t ? 

A. T h a t ' s c o r r e c t . I t w i l l g i v e us a 

g r e a t d e a l t o i n f o r m a t i o n as t o t h e e x t e n t t o 

t h a t sand. 

Q. You've a l s o d i s c u s s e d t h e C i s c o Canyon 

as t h e o t h e r p r i m a r y o b j e c t i v e . Would you go 

i n t o more d e t a i l on t h i s ? and I r e f e r you t o y o u r 

E x h i b i t s 10, 11 and 12. P l e a s e i d e n t i f y t h o s e 

e x h i b i t s f i r s t , and t h e n s t a r t o f f w i t h E x h i b i t 

1 0 . 
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A. Okay. E x h i b i t 10 i s a s t r u c t u r e map on 

t o p t o t h e C i s c o Canyon d o l o m i t e . E x h i b i t No. 11 

i s an i s o p a c h map t o t h e C i s c o Canyon d o l o m i t e 

i n t e r v a l , and E x h i b i t No. 12 i s a s t r u c t u r a l 

c r o s s - s e c t i o n l a b e l e d A t o A' w h i c h i s r o u g h l y a 

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

q u e s t i o n . I t t a k e s i n t o a c c o u n t t h e C i s c o Canyon 

i n t e r v a l . 

Q. Moving t o E x h i b i t 10, t h e s t r u c t u r e 

map, what does t h a t show? 

A. A g a i n , i f I may d i g r e s s f o r one second 

t o E x h i b i t 7, j u s t t o g e t us l o c a t e d a g a i n , b o t h 

t o t h e s e a r e s t r u c t u r e maps on t o p o f t h e C i s c o 

Canyon d o l o m i t e , b o t h E x h i b i t s 7 and E x h i b i t 10. 

We're l o o k i n g a t t h e e a s t f l a n k t o t h e 

I n d i a n B a s i n gas f i e l d , and we're c o n c e n t r a t i n g 

on S e c t i o n 27, where t h e r e a r e , as a g a i n on t h e 

e a s t f l a n k , t h a t gas f i e l d , t h e r e a r e s i x w e l l s 

t h a t have t e s t e d o i l , gas and w a t e r f r o m t h e 

C i s c o Canyon d o l o m i t e . 

On b o t h maps, and w e ' l l l o o k a t E x h i b i t 

No. 10 now, y o u ' l l n o t e t h e r e i s a g r e e n l i n e a t 

minus 34. L e t me d i g r e s s f o r one second and go 

back and t a l k a b o u t t h e symbology on b o t h t o 

t h e s e maps, E x h i b i t s 10 and 1 1 , t o g e t t h a t 
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c l e a r e d up. 

A g a i n , we're s h o w i n g s t i p p l e d a c r e a g e 

t h a t b e l o n g s t o N e s t e , N o r t h C e n t r a l , and Santa 

Fe. W i t h i n a dashed o u t l i n e , w h i c h i s t h a t 

w o r k i n g i n t e r e s t u n i t , t h e Santa Fe R i g h t Hand 

Canyon F e d e r a l 34 #1 w e l l i s t h e s q u a r e ; t h e 

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

t h e Rocky Top F e d e r a l 27 #1 w e l l . There a r e a 

number t o p e n e t r a t i o n s t o t h e C i s c o Canyon on 

t h i s e a s t f l a n k t o t h e I n d i a n B a s i n gas f i e l d . 

Those w i t h a c i r c l e a r o u n d them a r e C i s c o Canyon 

p e n e t r a t i o n s where no o i l and gas t e s t s were 

r e c o r d e d o r r e p o r t e d . 

The hexagons a r e , a g a i n , t h e C i s c o 

Canyon p e n e t r a t i o n s where o i l , gas and w a t e r were 

r e c o v e r e d by DST. There a r e f i v e t o t h o s e on 

t h i s p a r t i c u l a r map, two i n S e c t i o n 27, one i n 

S e c t i o n 35 t o Township 21 S o u t h , 24 E a s t . One i n 

S e c t i o n 2 and one i n S e c t i o n 3 t o Township 22 

S o u t h , Range 24 E a s t . 

F i n a l l y , t h e r e a r e f o u r C i s c o Canyon 

p r o d u c e r s t h a t a r e shown as s i x p o i n t s t a r s , and 

t h o s e a r e l o c a t e d i n S e c t i o n s 2 1 , 28 and 33 t o 

Township 21 S o u t h , 24 E a s t , and one i n S e c t i o n 4 

w h i c h i s now p l u g g e d o u t , i n Township 22 S o u t h , 
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Range 24 E a s t . 

Those f o u r gas w e l l s a r e gas w e l l s t h a t 

a r e p r o d u c i n g f r o m t h e C i s c o Canyon w i t h i n t h e 

I n d i a n B a s i n gas f i e l d . "NDE," i f you see i t 

l o c a t e d on t h e map, t h a t w o u l d i n d i c a t e i t ' s n o t 

deep enough. That p a r t i c u l a r comment on t h e 

i s o p a c h map, w h i c h i s l a b e l e d E x h i b i t 1 1 , a r e 

w e l l s t h a t e n c o u n t e r e d t h e C i s c o Canyon b u t d i d 

n o t go deep enough i n o r d e r t o g e t a l l t h e way 

t h r o u g h i t t o g i v e us t h e a b i l i t y t o g e t an 

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

Q. What a r e t h e r e d and g r e e n l i n e s ? 

A. The g r e e n l i n e a t minus 4034 i s t h e 

l o w e s t p o i n t t e s t e d by DST on t h e e a s t f l a n k o f 

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

gas and w a t e r on t h a t DST. 

Q. Does t h a t mean t h a t t h e a r e a t o t h e 

e a s t w o u l d n o t r e c o v e r t h a t ? 

A. No, i t does n o t mean t h a t . A l l t h a t i s 

s t a t i n g , b a s i c a l l y , i s t h a t a t t h a t p o i n t , t h a t 

i s t h e l o w e s t p o i n t we know t h e r e has been o i l , 

gas and w a t e r r e c o v e r e d . 

Q. T h e r e ' s no d a t a t o t h e e a s t ? 

A. There i s no d a t a t o t h e e a s t t o g i v e 

you any o t h e r i n f o r m a t i o n , o t h e r t h a n t h e r e i s a 
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DST and a w e l l i n S e c t i o n 1 t o Township 22 S o u t h , 

Range 24 E a s t , and i t d i d r e c o v e r w a t e r and t h e r e 

were no shows t o h y d r o c a r b o n s , and t h a t was over 

a f a i r l y b r o a d i n t e r v a l . 

Q. What e l s e does t h e s t r u c t u r e map show 

w i t h r e s p e c t t o Santa Fe's l o c a t i o n v e r s u s Y a t e s ' 

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

A. The r e d l i n e shown on t h e r e i s minus 

3754, w h i c h i s t h e l o w e s t known p e r f o r a t i o n s t o 

t h e C i s c o Canyon w i t h i n t h e East I n d i a n H i l l s 

p o r t i o n t o t h e I n d i a n B a s i n gas f i e l d . That 

shows where t h e known gas p r o d u c t i o n i s . 

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

we're l o o k i n g a t , y o u ' l l n o t i c e t h a t t h e w e l l i n 

S e c t i o n 27, t h e p r o p o s e d w e l l i n S e c t i o n 27, i s 

l o c a t e d i n t h e e x t r e m e s o u t h and west q u a r t e r . 

The w e l l t h a t we d r i l l e d i n S e c t i o n 34, i n d i c a t e d 

by a s q u a r e , t h e R i g h t Hand Canyon 34 F e d e r a l No. 

1 w e l l , t h a t w e l l t o p p e d t h e C i s c o Canyon a t 3818 

and i t p r o v e d up t h a t we had a s t r u c t u r a l h i g h 

t h a t b a s i c a l l y r u n s o f f t h e h i g h a t East I n d i a n 

H i l l s i n t h e I n d i a n B a s i n gas f i e l d , and t h a t 

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

t h r o u g h S e c t i o n 34 and down i n t o S e c t i o n s 2 and 3 

t o t h e s o u t h . 
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The i n d i c a t e d w e l l i n S e c t i o n 27 w o u l d 

a p p e a r , f r o m my g e o l o g i c work i n t h e a r e a and my 

c o n t o u r i n g , t h a t we s h o u l d e n c o u n t e r t h e C i s c o 

Canyon i n our w e l l and S e c t i o n 27 t h e p r o p o s e d 

w e l l , a t ab o u t 3850, t h e r e a b o u t s . That w o u l d be 

b a s i c a l l y 35 f e e t o r so, low t o t h e w e l l i n 

S e c t i o n 34. The w e l l we d r i l l e d , t h e R i g h t Hand 

Canyon F e d e r a l w e l l . 

The p r o p o s e d w e l l t h a t Y a t e s i s 

p l a n n i n g t o r e e n t e r i n S e c t i o n 27, t h e Pan 

A m e r i c a n No. 1 Pardue gas u n i t U.S.A w e l l , t h a t 

p a r t i c u l a r w e l l t o p p e d t h e C i s c o Canyon d o l o m i t e 

a t minus 3 9 4 1 , w h i c h w o u l d mean t h a t we w o u l d 

g a i n a b o u t 75 f e e t t o s t r u c t u r e t o t h a t p o i n t t o 

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

l o c a t i o n . 

Q. Do you c o n s i d e r t h a t i m p o r t a n t ? 

A. Ve r y much so. I f we can l o o k a t t h e 

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

c r o s s - s e c t i o n k i n d o f z i g z a g s a c r o s s t h e acr e a g e 

and a c r o s s t h e a r e a . 

Look a t t h e r e l a t i o n s h i p , i f you c o u l d , 

between t h e m i d d l e t h r e e w e l l s , t h e Santa Fe 

Energy R i g h t Hand Canyon F e d e r a l 34 #1 w e l l , t h e 

p r o p o s e d l o c a t i o n , t h e Pan Am e r i c a n P e t r o l e u m 
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Pardue Gas U n i t U.S.A #1 w e l l , and t h e Anadarko 

P e t r o l e u m Pardue Farms # 1 . 

Y o u ' l l n o t i c e t h a t t h e Anadarko 

P e t r o l e u m Pardue Farms #1 w e l l d r i l l e d down 

t h r o u g h t h e s h a l e s t h a t l i e above t h e C i s c o 

Canyon, t o p p e d t h e C i s c o Canyon, and was 

i m m e d i a t e l y i n t h e d o l o m i t e r e s e r v o i r . 

They DST'd i t a c o u p l e t o t i m e s , had 

good shows o f o i l , gas and w a t e r . They a t t e m p t e d 

a c o m p l e t i o n and, a t t h e end t o t h e i r c o m p l e t i o n 

a t t e m p t s t h e y were s w a b b i n g a t a r a t e o f 1,600 

b a r r e l s t o s u l f u r w a t e r w i t h a m i n o r amount t o 

o i l f r o m p e r f o r a t i o n s w i t h i n t h e u p p e r , say, 80 

f e e t t o t h e f o r m a t i o n , t h e C i s c o Canyon 

d o l o m i t e . That w e l l was d r i l l e d i n 1978. 

The Pan A m e r i c a n P e t r o l e u m w e l l , Pardue 

Gas U n i t w e l l , w h i c h i s t h e w e l l t h a t Y a t e s 

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

Canyon a t a s t r u c t u r a l p o s i t i o n somewhat s u p e r i o r 

t o t h e Anadarko Pardue Farms w e l l , b u t t h e y 

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

l i m e s t o n e , o f c o u r s e , i s a n o n r e s e r v o i r f a c i e s . 

They d r i l l e d 100 f e e t i n t o t h e C i s c o 

Canyon b e f o r e e n c o u n t e r i n g massive d o l o m i t e . 

They r a n a DST o v e r t h a t m a s s i v e d o l o m i t e 
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i n t e r v a l , r e c o v e r e d good shows t o o i l , gas and 

w a t e r , b u t i t was n o t s o m e t h i n g t h a t t h e y were 

w i l l i n g t o go ahead and a t t e m p t a c o m p l e t i o n on, 

and t h e y p l u g g e d t h e w e l l and i t was p l u g g e d and 

abandoned. That w e l l was d r i l l e d i n 1966. 

The Santa Fe w e l l i n S e c t i o n 34, you 

can see we d r i l l e d i n t o t h e t o p t o t h e C i s c o 

Canyon, e n c o u n t e r e d a b o u t 10 or 12 f e e t t o 

l i m e s t o n e and t h e n went i n t o m a s s i v e d o l o m i t e . 

We were a b l e t o d r i l l a b o u t p l u s or minus 20 f e e t 

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

ended up h a v i n g t o d r y d r i l l down t o 8290 f e e t 

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

i n t e r v a l . 

The o r i g i n a l l o c a t i o n t h a t I had p i c k e d 

f o r t h i s w e l l , f o r 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 27 t o our w e l l , was f a i r l y c l o s e t o t h e 

Pan A m e r i c a n Pardue Gas U n i t #1 w e l l . 

Q. Y a t e s 1 l o c a t i o n ? 

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

Q. But s u b s e q u e n t t o my d i s c u s s i n g t h a t 

l o c a t i o n w i t h B r e n t May on t h e phone, h a v i n g 

p r o p o s e d t h a t l o c a t i o n , I was a b l e t o o b t a i n a 

sample l o g on t h i s w e l l . One o f t h e t h i n g s a b o u t 

t h e l o g g i n g t o o l s or t h e l o g s t h a t a r e a v a i l a b l e 
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on t h e s e w e l l s , b o t h t h e Santa Fe Energy w e l l and 

t h e Anadarko Pardue Farms w e l l , b o t h have n e u t r o n 

d e n s i t y l o g s on them and i t ' s easy t o t e l l when 

y o u ' r e i n d o l o m i t e because t o t h e c r o s s - o v e r t o 

t h e c u r v e s . 

However, t h e Pan A m e r i c a n P e t r o l e u m 

Pardue Gas U n i t w e l l d r i l l e d i n 1966, had o n l y a 

s o n i c l o g , so i t was v e r y d i f f i c u l t t o t e l l 

w h e t h e r t h e y were i n ma s s i v e d o l o m i t e a t t h e t o p 

or 1 i m e s t o n e . 

By o b t a i n i n g a sample l o g , I was a b l e 

t o t e l l t h a t t h e y were, i n f a c t , i n l i m e s t o n e i n 

n o n r e s e r v o i r f a c i e s , and when you l o o k a t where 

t h e y t o p p e d t h e mapped h o r i z o n , t h e C i s c o Canyon 

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

t h a t b o t h t h e Pardue Gas U n i t w e l l d r o v e by Pan 

A m e r i c a n , and t h e Anadarko Pardue Farms w e l l , 

b o t h a r e b a s i c a l l y f l a t a t a minus 3940 o r -41 

f e e t b e l o w sea l e v e l . 

I t seems t o me a t t h a t p o i n t I d e c i d e d 

t h a t I w o u l d change t h e l o c a t i o n because t h a t 

a c t u a l l y changed my mapping somewhat, and I f e l t 

t h a t a l o c a t i o n — a n d I s t i l l f e e l t h a t a l o c a t i o n 

i n S e c t i o n 27 d r i l l e d i n t h e s o u t h w e s t 

q u a r t e r — i s g o i n g t o be t h e most, t h e h i g h e s t 
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s t r u c t u r a l p o s i t i o n t h a t we c o u l d g a i n i n S e c t i o n 

27 . 

Q. You mean t h e s o u t h w e s t t o t h e 

s o u t h w e s t ? 

A. The s o u t h w e s t t o t h e s o u t h w e s t , I'm 

s o r r y . 

Q. Now, you were t a l k i n g a b o u t t h e 

c r o s s - s e c t i o n , E x h i b i t 12. L e t ' s move back t o 

E x h i b i t 1 1 , t h e i s o p a c h map. They b o t h show 

p l e n t y t o r e s e r v o i r a t e i t h e r Y a t e s ' o r Santa 

Fe's l o c a t i o n ? 

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

w e l l s i n S e c t i o n 27, one w e l l i n S e c t i o n 27 and 

t h e w e l l i n S e c t i o n 34, b o t h p e n e t r a t e d t h e 

e n t i r e s e c t i o n t o t h e C i s c o Canyon f o r m a t i o n . 

The Anadarko w e l l i n t h e n o r t h h a l f o f 

27 had 510 f e e t ; t h e Santa Fe w e l l i n S e c t i o n 34 

had 629 f e e t . I b e l i e v e t h e r e w i l l be s u f f i c i e n t 

r e s e r v o i r , s o m e t h i n g on t h e o r d e r o f ab o u t 600 

f e e t a t t h e l o c a t i o n w e ' l l be d r i l l i n g i n S e c t i o n 

27. I d o n ' t see any p r o b l e m w i t h t h a t . 

Q. But a t Santa Fe's l o c a t i o n you won't 

have t h a t l i m e s t o n e , w i l l you? 

A. T h a t ' s c o r r e c t , and I t h i n k t h a t ' s v e r y 

i m p o r t a n t . One o f t h e t h i n g s t h a t we d o n ' t have 
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a r e a l good h a n d l e on i s e x a c t l y how t h e C i s c o 

Canyon f o r m a t i o n w i l l f o r m o u t h e r e , and we w o u l d 

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

p o s i t i o n as p o s s i b l e i n o r d e r t o t e s t t h e 

f o r m a t i o l a b e l e d A - A ' , y o u ' l l n o t i c e t h i s 

c r o s s i f i e d 

b r i e f l y and I t h i n k , t o y o u r k n o w l e d g e , a t one 

p o i n t d u r i n g d i s c u s s i o n s t o t h e w o r k i n g i n t e r e s t 

u n i t , Y a t e s r e q u e s t e d t h a t S e c t i o n s 24 and 25 be 

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

e a s t t o t h e — 

A. T h a t ' s c o r r e c t . They d i d , i n i t i a l l y . 

Q. Why d i d you recommend t h a t t h e y n o t be 

i n c l u d e d ? 

A. I f e e l t h a t S e c t i o n 24 and 25 h a v e - - f o r 

one t h i n g , t h e y ' r e s t r u c t u r a l l y v e r y low and I'm 

v e r y s k e p t i c a l as t o w h e t h e r o r n o t t h o s e w i l l 

a c t u a l l y be p r o d u c t i v e t o o i l , gas and w a t e r such 

as we w o u l d e x p e c t h e r e f r o m t h e C i s c o Canyon. 

S e c o n d l y , t h e way I have i t mapped, 

most o f S e c t i o n 24, t h e r e ' s v e r y l i t t l e d o l o m i t e 

i n S e c t i o n 24 and a b o u t t h r e e - q u a r t e r s t o S e c t i o n 

25 has d o l o m i t e b u t w i t h t h i c k n e s s e s l e s s t h a n 

250 f e e t . 

Q. So, g e o l o g i c a l l y , you c o u l d n ' t j u s t i f y 
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i t ? 

A. I c o u l d n ' t , no. I d o n ' t f e e l i t was 

p r u d e n t t o p u t them i n . 

Q. Now, I b e l i e v e you had some d i s c u s s i o n s 

w i t h Mr. May r e g a r d i n g Y a t e s ' H i c k o r y r e e n t r y ? 

A. Yes. I v i s i t e d w i t h him ab o u t t h a t a 

c o u p l e t o t i m e s . I asked him i f t h e r e was any 

i n f o r m a t i o n he c o u l d g i v e me on t h e i r r e e n t r y 

t h e r e . 

Y a t e s has p r o p o s e d t h e r e e n t r y t o t h r e e 

d i f f e r e n t w e l l s on t h e s o u t h and s o u t h e a s t f l a n k 

o f t h e I n d i a n B a s i n gas f i e l d , one o f them b e i n g 

t h e w e l l i n S e c t i o n 17 w h i c h i s a o l d Pan 

A m e r i c a n w e l l , t h e No. 1 H o l l o w w e l l , so now 

renamed t h e H i c k o r y ALV by Y a t e s . 

I f e l t i f t h e r e was any i n f o r m a t i o n 

a v a i l a b l e on t h a t w e l l , w h e t h e r i t be new l o g g i n g 

i n f o r m a t i o n o r p r o d u c t i o n i n f o r m a t i o n , i t w o u l d 

g i v e us some a d d i t i o n a l i n f o r m a t i o n as t o how we 

m i g h t go ab o u t d r i l l i n g and c o m p l e t i n g and 

p r o d u c t i o n t e s t i n g o ur w e l l i n S e c t i o n 27, t h e 

p r o p o s e d w e l l i n S e c t i o n 27. 

Q. So, you w o u l d have f o u n d t h a t d a t a 

u s e f u l i n d o i n g t h e S e c t i o n 27 mapping? 

A. Yes, I wou1d. 
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Q. What a d d i t i o n a l d i s c u s s i o n s d i d you 

have w i t h Mr. May r e g a r d i n g making a 

d e t e r m i n a t i o n as t o how good t h e C i s c o Canyon may 

be i n t h i s a r e a ? 

A. W e l l , b o t h Mr. May and I a g r e e d t h a t we 

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

have a Dagger Draw l o o k a l i k e , i f you w i l l , 

l o c a t e d on t h i s e a s t e r n f l a n k t o t h e I n d i a n B a s i n 

gas f i e l d . Those DSTs i n d i c a t e d i n t h o s e w e l l s 

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

We t a l k e d a b o u t how you w o u l d go a b o u t 

t e s t i n g a w e l l i n S e c t i o n 27, and I t o l d him t h a t 

what our i n t e n t i o n s were t o do was t o make a 

c o m p l e t i o n a t t e m p t i n t h a t w e l l and p r o d u c t i o n 

t e s t t h e w e l l f o r s o m e t h i n g on t h e o r d e r t o 90 t o 

120 d a y s , t o d e t e r m i n e what k i n d o f p r o d u c t i o n we 

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

h y d r o c a r b o n and t h e l i k e . He a g r e e d w i t h me and 

s a i d t h a t ' s e x a c t l y what Y a t e s had i n mind as 

w e l l . 

Q. I guess what y o u ' r e s a y i n g i s t h a t 

Santa Fe i s n ' t r e a l l y c e r t a i n t o w h a t ' s g o i n g on 

w i t h t h e C i s c o Canyon r e s e r v o i r h e r e , i s t h a t 

c o r r e c t ? 

A. W e l l , we know t h a t , s i m i l a r t o t h e 
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Dagger Draw, y o u ' r e g o i n g t o p r o d u c e w a t e r , gas 

and o i l . We a l s o know t h a t , a t l e a s t f r o m our 

work t h a t we've g o t t e n f r o m Dagger Draw, t h a t 

i t ' s a v e r y complex r e s e r v o i r . So we know t h a t 

y o u ' r e g o i n g t o have t o go i n t h e r e , p e r f o r a t e 

t h e w e l l , p r o d u c t i o n t e s t i t t o see what k i n d o f 

a mix you g e t . O b v i o u s l y i f you can p r o d u c e 

enough h y d r o c a r b o n s , t h e w a t e r won't make t h a t 

much d i f f e r e n c e . 

Q. And t h a t ' s why i t ' s so i m p o r t a n t t o g e t 

a good C i s c o Canyon t e s t i n S e c t i o n 27? 

A. I b e l i e v e i t ' s v e r y i m p o r t a n t t o g e t a 

good t e s t t h e r e so w e ' l l be a b l e t o do s o m e t h i n g 

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

Q. A g a i n , i s t h e s t r u c t u r e c r i t i c a l , t h e 

s t r u c t u r e g a i n e d f r o m Y a t e s ' l o c a t i o n and Santa 

Fe's l o c a t i o n , c r i t i c a l ? 

A. Knowing as l i t t l e as we know about t h e 

C i s c o Canyon i n t h i s a r e a o f t h e w o r l d , I t h i n k 

i t ' s as i m p o r t a n t as can be. 

Q. Now, once a g a i n , t h i s l o c a t i o n i s 

p r e t t y d a r n u n o r t h o d o x w i t h r e s p e c t t o t h e C i s c o 

Canyon. Do you have any comments on t h a t i s s u e ? 

A. W e l l , i f t h i s a r e a t u r n s o u t t o be 

s i m i l a r t o Dagger Draw, I t h i n k t h a t i f you l o o k 
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a t Dagger Draw, i f you l o o k a t E x h i b i t No. 7 

a g a i n and j u s t l o o k a t t h e Dagger Draw f i e l d , 

y o u ' l l n o t i c e t h a t i t a p p e a r s t o b e - - a t t h i s 

p o i n t i t i s a c t u a l l y b e i n g d e v e l o p e d on 4 0 - a c r e 

s p a c i n g even t h o u g h t h e f i e l d r u l e s a r e based on 

p r o r a t i o n . 

I t h i n k t h e t h a t same t h i n g w i l l happen 

h e r e i f we're s u c c e s s f u l i n p r o v i n g t h i s up as a 

Dagger Draw l o o k a l i k e . I n t h a t case, t h i s 

l o c a t i o n w i l l n o t be v e r y u n o r t h o d o x a t a l l w i t h 

r e s p e c t t o t h o s e t y p e o f r u l e s . 

Q. Now, i f t h e Y a t e s g r o u p i s p o o l e d and 

goes n o n c o n s e n t under t h e o r d e r , what p e n a l t y 

w o u l d you recommend a g a i n s t any n o n c o n s e n t i n g 

p a r t y ? 

A. I t h i n k t h e r e ' s o b v i o u s l y some 

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

p r o s p e c t , and I t h i n k t h a t t h e maximum p e n a l t y 

a l l o w e d w o u l d be i n o r d e r . 

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

Santa Fe's a p p l i c a t i o n i n t h e i n t e r e s t o f 

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

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

A. Yes, I t h i n k so. 

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 

RODRIGUEZ 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 

19 

20 

2 1 

22 

23 

24 

25 

5 2 

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

A. Yes, t h e y were. 

MR. BRUCE: Mr. Examiner, a t t h i s t i m e 

I move t h e a d m i s s i o n t o Santa Fe E x h i b i t s 7 

t h r o u g h 12. 

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

EXAMINER STOGNER: 7 t h r o u g h 12 w i l l be 

a d m i t t e d i n t o e v i d e n c e a t t h i s t i m e . 

Mr. C a r r , y o u r w i t n e s s . 

EXAMINATION 

BY MR. CARR: 

Q. Mr. D a v i s , i f we c o u l d go t o y o u r 

E x h i b i t No. 7, i f I u n d e r s t a n d i t , t h e a r e a w i t h 

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

based on y o u r i n t e r p r e t a t i o n , m i g h t be t h e Dagger 

Draw l o o k a l i k e o r h o p e f u l l y w o u l d be, i s t h a t 

c o r r e c t ? 

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

Q. At t h e p r e s e n t t i m e , a r e t h e r e any 

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

a r e a t h a t i s shaded i n green? 

A. There a r e none t o my kn o w l e d g e . 

Q. I f we go t o y o u r w e l l t h a t you've shown 

i n S e c t i o n 34 due s o u t h o f t h e p r o p o s e d a c r e a g e , 

what i s t h e c u r r e n t s t a t u s t o t h a t w e l l ? 
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A. That w e l l i s c u r r e n t l y b e i n g c o m p l e t e d 

f r o m t h e Morrow. 

Q. I s t h e r e any p l a n t o a t t e m p t a 

c o m p l e t i o n i n t h e C i s c o ? 

A. No, t h e r e i s n o t . 

Q. I'm s o r r y , i n t h e Canyon? 

A. C i s c o Canyon i s f i n e . No, t h e r e i s 

n o t . 

Q. T h a t ' s where you l o s t c i r c u l a t i o n , i s 

i t n o t ? 

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

Q. You had t o r u n a l i n e r i n t h e w e l l a t 

t h a t p o i n t ? 

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

Q. I f we go now t o y o u r E x h i b i t No. 8, 

t h i s i s t h e i s o p a c h map on t o p t o t h e Morrow, and 

we l o o k a t t h e w e l l s you have t o use f o r c o n t r o l , 

i f we go on t h e t r a c e f o r t h e c r o s s - s e c t i o n , t h e 

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

t h e second w e l l , B' and t h e one below t h a t , i t ' s 

i n t h e n o r t h h a l f o f 27--

A. Yes, s i r . 

Q. --has t h a t w e l l e v e r p r o d u c e d f r o m t h e 

Morrow f o r m a t i o n ? 

A. No, i t has n o t . 
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Q • Was i t w e t , do you know? 

A . Wet f r o m t h e Morrow i t s e l f ? 

Q. Yes . 

A . From t h e Lower Morrow and M i d d l e Morrow 

i t d i d t e s t some gas t o s u r f a c e , and had gas c u t 

mud and no w a t e r p r o d u c t i o n a t a l l , or a t l e a s t 

no w a t e r i n d i c a t e d on t h e DST. They d i d n o t DST 

t h e b a s a l Upper Morrow sand, w h i c h i s t h e sand 

t h a t we a r e a t t e m p t i n g t o c o m p l e t e i n t h e R i g h t 

Hand Canyon 34 #1 w e l l . 

Q. I f we go down t o t h a t w e l l , you had 

m u l t i p l e Morrow zones i n t h a t w e l l , d i d you n o t ? 

A. Yes, we d i d . 

Q. And i n a t t e m p t i n g t o c o m p l e t e t h a t w e l l 

you d i d communicate t h o s e zones, d i d you n o t ? 

A. I t c e r t a i n l y a p p e a r s t h a t way, y e s . 

Q. You have p e r h a p s damaged them because 

o f t h e w a t e r as a r e s u l t o f a c o m m u n i c a t i o n ? 

A. T h a t , I w o u l d n ' t be a b l e t o t a l k a b o u t 

or a t l e a s t a d d r e s s . 

Q. I f we l o o k a t y o u r g e o l o g i c 

p r e s e n t a t i o n , i s n ' t i t f a i r t o say t h a t t h e 

Morrow was r e a l l y t h e s e c o n d a r y o b j e c t i v e and 

t h a t what we're r e a l l y h o p i n g f o r i s some Dagger 

D r a w - l i k e o i l w e l l s o u t t h e r e ? 
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A. The w e l l i n S e c t i o n 27? 

Q. Yes. 

A. I c o n s i d e r them b o t h t o be p r i m a r y 

o b j e c t i v e s , because I b e l i e v e t h a t t h i s Morrow 

sand i s c a p a b l e t o b e i n g q u i t e a d e c e n t p r o d u c e r 

i n t h i s a r e a . 

I f you l o o k a t t h e w e l l s t o t h e n o r t h 

and west where t h i s sand a l s o p r o d u c e s , i t 

p r o d u c e s i n volumes r a n g i n g f r o m 1.3 Bcf t o 9 

B c f . So i t can be a v e r y good p r o d u c e r . 

Q. What a b o u t t h e Morrow w e l l i n S e c t i o n 

22, t h e end w e l l on t h a t c r o s s - s e c t i o n ? T h a t ' s 

a l s o a Morrow w e l l , i s i t n o t ? Has t h a t e v e r 

p r o d u c e d ? I'm t a l k i n g a b o u t t h e Morrow w e l l 

shown on S e c t i o n 22. 

A. T h a t ' s t h e R a l p h Lowe S t a p l e #1 w e l l . 

Q. D i d t h a t e v e r p r o d u c e i n t h e Morrow? 

A. No. That w e l l was d r i l l e d i n 1963, 

t h e y a t t e m p t e d f o u r d i f f e r e n t DSTs i n t h e 

Morrow. They d i d have gas r a t e s as h i g h as 1.6 

m i l l i o n on DST b u t t h e y e l e c t e d n o t t o c o m p l e t e 

t h e we 1 1 . 

Q. What a r e you l o o k i n g f o r on t h i s 

i s o p a c h i f y o u ' r e g o i n g t o have y o u r b e s t s h o t a t 

r e s e r v o i r q u a l i t y r o c k ? The t h i c k e s t s e c t i o n ? 
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I s t h a t what y o u ' r e s h o o t i n g f o r ? 

A. Yes, s i r . The t h i c k e s t p o s s i b l e 

i n t e r v a l t o sand. 

Q. And t h a t ' s why you t e s t i f i e d t h a t t h e r e 

was a p o s s i b l e Morrow l o c a t i o n i n t h e n o r t h e a s t 

q u a r t e r t o S e c t i o n 27? 

A. Yes, I b e l i e v e t h a t t h e r e i s a good, 

v i a b l e l o c a t i o n i n t h e n o r t h e a s t q u a r t e r . 

Q. I f t h i s a c r e a g e was d e v e l o p e d w i t h two 

l a y down u n i t s i n t h e Morrow, you'd be a b l e t o 

d r i l l a w e l l up t h e r e a t t h a t good l o c a t i o n and 

have 7/8 t o t h e w o r k i n g i n t e r e s t , w o u l d you n o t , 

w i t h a l a y down u n i t ? 

A. Yes, you c o u l d . 

Q. How w o u l d you c h a r a c t e r i z e t h e c o n t r o l 

you have f o r t h e p l a c e m e n t o f t h i s Morrow sand? 

I s i t a d e q u a t e f o r y o u r p u r p o s e s as a g e o l o g i s t ? 

A. Yes, I t h i n k i t ' s a d e q u a t e . 

Q. Do you t h i n k t h a t i t ' s p o s s i b l e t h a t 

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

west o r t o t h e e a s t , o r do you f e e l l i k e you've 

g o t t h a t p r e t t y w e l l n a i l e d down? 

A. I f e e l p r e t t y c o m f o r t a b l e and c o n f i d e n t 

t h a t I have a p r e t t y good i d e a what t h e t r e n d i s , 

based on t h e o t h e r w e l l s i n t h e a r e a . 

RODRIGUEZ REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

1 4 

15 

16 

1 7 

1 8 

19 

20 

2 1 

22 

23 

24 

25 

57 

Q. I f we're l o o k i n g f o r t h e t h i c k e s t 

p o r t i o n t o t h e sand f o r t h e p u r p o s e t o making a 

s u c c e s s f u l Morrow w e l l , w o u l d n ' t t h e p r o p o s e d 

Y a t e s ' l o c a t i o n i n t h e Pardue w e l l be v i r t u a l l y 

c o m p a r a b l e w i t h t h e l o c a t i o n t h a t you a r e 

p r o p o s i n g i n t h i s Morrow sand i n y o u r p r o p o s e d 

w e l l ? 

A. T h a t ' s c o r r e c t , i t w o u l d be, y e s . 

Q. I t h i n k you t e s t i f i e d t h a t l o o k i n g a t 

t h i s Morrow l o c a t i o n , y o u r p r o p o s e d l o c a t i o n , 

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

away f r o m t h e w e l l y o u ' r e t r y i n g t o c o m p l e t e i n 

t h e Morrow i n 34, t o n o t be i n t e r f e r i n g w i t h t h a t 

w e l l ? 

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

Q. You d o n ' t b e l i e v e t h a t t h a t i s an 

i n e f f e c t i v e d r a i n a g e o r w e l l l o c a t i o n p a t t e r n f o r 

p r o d u c i n g t h e Morrow i n t h i s a rea? 

A. I n my d i s c u s s i o n w i t h t h e e n g i n e e r s i n 

our company, no, I d o n ' t t h i n k so. 

Q. So y o u ' r e n o t s e e i n g i n t e r f e r e n c e ? 

You're n o t a n t i c i p a t i n g i t ? 

A. We're n o t a n t i c i p a t i n g any, no. 

Q. I f Y a t e s was s u c c e s s f u l i n t h i s case 

and had a s o u t h h a l f Morrow u n i t , based on t h e 
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f a c t t h a t you d o n ' t see any i n t e r f e r e n c e , t h e n , I 

assume Santa Fe w o u l d have no o b j e c t i o n t o our 

p l a c i n g a w e l l t h e r e ? 

A. P l a c i n g a w e l l where? 

Q. Where y o u ' r e p r o p o s i n g i t , 204 f e e t 

f r o m t h e l i n e , i f y o u ' r e n o t s e e i n g i n t e r f e r e n c e . 

A. No, we w o u l d n o t . 

Q. So, i f we were s u c c e s s f u l , you w o u l d 

n o t o b j e c t t o a l o c a t i o n by Y a t e s a t t h a t p o i n t ? 

A. No, we w o u l d n o t . 

Q. L e t ' s go now t o y o u r E x h i b i t No. 10. 

T h i s i s t h e C i s c o Canyon s t r u c t u r e map. I f we 

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

t h i s e x h i b i t , you've g o t f o u r t h a t a r e p r o d u c i n g 

f r o m t h e C i s c o Canyon. I t h i n k you t e s t i f i e d 

t h a t t h e s e a r e gas w e l l s , i s n ' t t h a t c o r r e c t ? 

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

Q. Are t h e s e w e l l s a l l c u r r e n t l y 

p r o d u c i n g ? 

A. I b e l i e v e t h a t t h e w e l l i n S e c t i o n 4 i s 

p l u g g e d and abandoned. 

Q. Was t h a t because t o w a t e r p r o b l e m s ? 

A. I d o n ' t know what k i n d o f p r o b l e m s t h e y 

had . 

Q. I t ' s y o u r u n d e r s t a n d i n g t h a t t h e o t h e r 
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t h r e e w e l l s a r e , i n f a c t , p r o d u c i n g ? 

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

Q. And t h e g r e e n l i n e i n d i c a t e s j u s t t h e 

l o w e s t p o i n t t e s t e d i n t h e r e s e r v o i r where t h e r e 

i s a show t o o i l , gas and w a t e r ? 

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

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

s u b s t a n t i a l l y above t h a t l i n e , i s t h a t n o t r i g h t ? 

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

Q. You l o o k e d a t t h e i n f o r m a t i o n on t h e 

Pardue w e l l , t h e Y a t e s p r o p o s e d r e e n t r y . You d i d 

t e s t i f y t h a t t h e r e were good shows t o o i l i n t h a t 

w e l l , i s t h a t r i g h t ? 

A. There was a r e a s o n a b l y good show t o 

o i l , gas and w a t e r f r o m t h e C i s c o Canyon below a 

d e p t h t o minus 3 941. 

Q. I f we go t o t h e w e l l t h a t you have 

d r i l l e d , t h a t Santa Fe has d r i l l e d i n S e c t i o n 34, 

t h a t ' s t h e w e l l i n w h i c h you l o s t y o u r 

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

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

t h e C i s c o Canyon d o l o m i t e . 

Q. Does t h a t mean t h a t you d o n ' t have a 

t e s t on t h a t w e l l t o t e l l us i f we have an o i l 

show t h e r e ? 
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A. When we d r i l l e d i n t h e t o p t o t h a t 

w e l l , we d i d see a l i t t l e b i t o f gas f r o m t h a t 

h o r i z o n , and t h e n we l o s t a l l c i r c u l a t i o n s and 

t h e r e was no o p p o r t u n i t y t o l o o k a t t h e samples 

or a n y t h i n g . 

Q. Now, i n t e r m s o f t h e d a t a p o i n t s and 

t h e c o n t r o l you have f o r a c t u a l l y p l a c i n g y o u r 

c o n t o u r s i n t h i s a r e a , you r e a l l y have 

f a i r l y — w e l l , you have no c o n t r o l between t h e 

Pardue w e l l i n 27 and t h e Santa Fe w e l l i n 34, 

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

A. There a r e no w e l l s l o c a t e d d i r e c t l y 

between t h e two, no. 

Q. And as t o t h e e x i s t e n c e t o t h e 

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

Pardue w e l l , y o u ' r e r e a l l y h a v i n g t o j u s t make an 

e d u c a t e d guess as t o how f a r o u t t h a t m i g h t 

e x t e n d f r o m t h e Pardue? 

A. T h a t ' s c o r r e c t . I t ' s t h i n n i n g , 

o b v i o u s l y , between t h e Pardue w e l l and t h e w e l l 

we d r i l l e d i n S e c t i o n 34; i t has t h i n n e d 

s u b s t a n t i a l l y . 

Q. You w o u l d n ' t know what i t w o u l d be 

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

A. I w o u l d n ' t know what i t w o u l d be 
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u n d e r n e a t h t h a t p r o p o s e d l o c a t i o n , b u t I do know 

how t h i c k i t i s a t t h e Pan Am one. 

Q. I b e l i e v e you t e s t i f i e d t h a t b o t h 

l o c a t i o n s h a v e — I d o n ' t want t o use t h e wrong 

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

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

A. Yes, I b e l i e v e t h e r e w i l l be r e s e r v o i r 

p r e s e n t . 

Q. You do know t h e r e i s an o i l show i n t h e 

Y a t e s l o c a t i o n and t h e r e was a s l i g h t gas show a t 

t h e l o c a t i o n t o t h e s o u t h ? We do know t h a t ? 

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

Q. I f we l o o k a t y o u r c r o s s - s e c t i o n , 

E x h i b i t 12, we l o o k a t f i r s t t h e Pan A m e r i c a n 

Pardue Gas # 1 , t h e w e l l t h a t Y a t e s i s p r o p o s i n g 

t o r e e n t e r - -

A. Yes, s i r . 

Q. — y o u s a i d t h e r e were good shows t o o i l 

and gas i n t h i s w e l l a t t h e i n t e r v a l above, I 

b e l i e v e , t h e b l u e a r e a , w h i c h i s i n d i c a t e d as 

where c i r c u l a t i o n was l o s t ? 

A. Are we t a l k i n g a b o u t t h e Pan Am Pardue 

Gas U n i t w e l l ? 

Q. Yes. 

A. Okay. To my k n o w l e d g e , t h e y d i d n o t 
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l o s e any c i r c u l a t i o n i n t h a t w e l l b o r e . The w e l l 

d r i l l e d down i n t o l i m e s t o n e , t h e r e was a s m a l l 

s t r i n g e r t o d o l o m i t e i t a p p e a r s , a b o u t 50 f e e t 

i n . They went back i n t o l i m e s t o n e and a f t e r 

a n o t h e r 50 f e e t o r so t h e y d r i l l e d i n t o t h e more 

ma s s i v e i n t e r v a l t o d o l o m i t e . 

DSTs were t a k e n a c r o s s an i n t e r v a l a t 

7908 t o 7 9 5 1 , w h i c h w o u l d have been i n t h e 

l i m e s t o n e . That was a s t r a d d l e - p a c k e d DST, where 

t h e y had r e c o v e r e d some gas c u t mud, and some 

s l i g h t o i l and gas c u t mud, and some heavy o i l 

and gas c u t mud w i t h f a i r l y t i g h t f l o w i n g 

p r e s s u r e s and d e c e n t s h u t - i n p r e s s u r e s . They 

a l s o t o o k a DST i n deeper p o r t i o n s t h a t w o u l d 

e x t e n d down i n t o t h e mass i v e d o l o m i t e , and i t d i d 

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

f r e e o i l gas c u t mud and a s u f f i c i e n t amount o f 

s a l t w a t e r . 

Q. On t h i s c r o s s - s e c t i o n , you have p l a c e d 

a l i n e t h a t you have e n t i t l e d l o s s c i r c u l a t i o n 

zone? 

A. Yes, s i r . 

Q. Now, I'm t r y i n g t o u n d e r s t a n d where 

t h a t l i n e i s supposed t o go. I t c r o s s e s t h e 

p r o p o s e d l o c a t i o n ? 
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A. T h a t ' s c o r r e c t . 

Q. I t c r o s s e s t h e Pan A m e r i c a n Pardue 

w e l l ? 

A. Yes. 

Q. Does i t c r o s s t h e Santa Fe Energy R i g h t 

Hand Canyon F e d e r a l w e l l ? 

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

Q. And i t c r o s s e s t h i s , what i s i t , above 

t h a t o r below t h a t t h a t you have t h e l o s s 

c i r c u l a t i o n zone? 

A. I f you l o o k a t t h e Anadarko P e t r o l e u m 

Pardue Farms #1 w e l l , i n t h e upper p o r t i o n , as 

t h e y e n c o u n t e r t h e d o l o m i t e t h e r e , y o u ' l l n o t i c e 

i t says t h e y l o s t 30 b a r r e l s t o mud a t 7664? 

Q. Yes. 

A. And i t a l s o i n d i c a t e s t h a t t h e y l o s t 

some mud a t an i n t e r v a l - - a n d I w o u l d have t o l o o k 

a t i t t o be e x a c t , b u t i t ' s p r o b a b l y a r o u n d 7690 

or so. They d i d r e p o r t on b o t h t h e i r d r i l l i n g 

r e p o r t s and t h e i r mud l o g s t h a t t h e y l o s t some 

mud a t t h a t p o i n t . 

The p o i n t where t h a t goes, i f you were 

t o t a k e a l o o k a t t h a t l o g you w o u l d n o t i c e a 

tremendous amount t o d e f l e c t i o n t o t h o s e l o g 

c u r v e s t o t h e c e n t e r p o r t i o n t o t h e l o g , t o t h e 
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l e f t , and t h a t i n d i c a t e s the p r e s e n c e to some 

p o r o s i t y a t t h a t p o i n t . 

I f you c a r r y t h a t c o r r e l a t i v e p o i n t 

a c r o s s to the Santa Fe Canyon Fed 34 #1 w e l l , 

y o u ' l l a l s o see a number to d e f l e c t i o n s to the 

neutron curve a t t h a t p o i n t as w e l l . T h a t ' s the 

dashed c u r v e t h a t would be on the r i g h t - h a n d s i d e 

to the l o g . That i n d i c a t e s a l s o t h e r e ' s the 

p r e s e n c e of some p o r o s i t y t h e r e as w e l l . A l l I 

d i d was c o r r e l a t e between the two and say t h a t 

was another p o t e n t i a l l o s s c i r c u l a t i o n zone. 

I n our w e l l , the Ri g h t Hand Canyon 34 

F e d e r a l #1 w e l l , once we s t a r t e d l o s i n g r e t u r n s , 

we l o s t r e t u r n s a l l the way along, so we don't 

have any i d e a to say whether we l o s t more or l e s s 

a t t h a t p o i n t . 

Q. Mr. D a v i s , i f I look at your Santa Fe 

Energy R i g h t Hand Canyon F e d e r a l 34, you've got a 

couple to b a r s on the log s e c t i o n t h a t shows t h a t 

t h a t ' s where you l o s t a l l r e t u r n c i r c u l a t i o n i n 

the Canyon? 

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

Q. I n t h i s w e l l , my problem i s , I ' v e got a 

l o s s c i r c u l a t i o n s u b s t a n t i a l l y above what i s 

c h a r a c t e r i z e d as the l o s s c i r c u l a t i o n zone. I n 
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t h e Santa Fe Energy w e l l , d o e s n ' t t h e l o s s 

c i r c u l a t i o n zone s t a r t o c c u r r i n g s u b s t a n t i a l l y 

above t h e l i n e t h a t you've i n d i c a t e d ? 

A. I t o c c u r s above t h e l i n e t h a t ' s 

i n d i c a t e d , t h a t ' s c o r r e c t , i n 7621. 

Q. And t h e zone i n w h i c h you s t a r t e d 

l o s i n g and t h e zone i n w h i c h you l o s t a l l 

c i r c u l a t i o n has been p e n e t r a t e d ? I n f a c t , t h e 

Y a t e s w e l l i s t h r o u g h t h a t zone? 

A. The Ya t e s w e l l d i d n o t e n c o u n t e r t h e 

a c t u a l d o l o m i t e u n t i l i t was s i g n i f i c a n t l y below 

t h a t p o i n t . I n f a c t , t h e l o s s c i r c u l a t i o n zone 

t h a t y o u ' r e h a v i n g some d i f f i c u l t y w i t h , you can 

see where i t e x t e n d s a c r o s s t h e Anadarko Pardue 

Farms w e l l , and t h e R i g h t Hand Canyon 34 #1 i s 

l y i n g j u s t b e n e a t h t h e TD t o t h e Pan Am w e l l , t h e 

p r o p o s e d r e e n t r y by Y a t e s . 

Q. I f we go t o t h e i s o p a c h map on t h e 

e x i s t i n g C i s c o Canyon d o l o m i t e , h e r e a g a i n we 

have a co m p a r a b l e t h i c k n e s s . B o t h o f t h e w e l l s 

a r e l o c a t e d on t h e 600 f o o t c o n t o u r ? 

A. That w o u l d be c o r r e c t . 

Q. You were i n v o l v e d i n t h e s e l e c t i o n t o 

t h e w e l l l o c a t i o n s , were you n o t ? 

A. T h a t ' s c o r r e c t . 
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Q. Has t o p o g r a p h y r e a l l y been t h e f a c t o r 

i n m a k i n g t h e s e l o c a t i o n d e t e r m i n a t i o n s , o r has 

g e o l o g y been t h e c o n t r o l l i n g — 

A. They've b o t h had an e q u a l s h a r e . 

Q . As t o t h e p r e s e n t l o c a t i o n , i s t h a t 

t o p o g r a p h y or g e o l o g y ? 

A. B o t h t o p o g r a p h y and g e o l o g y . 

Q. You've g a i n e d g e o l o g i c a l s t r u c t u r e ? 

You're h i g h e r i n t h e Canyon? 

A. I b e l i e v e i t w i l l e n c o u n t e r t h e C i s c o 

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

Q . What s o r t o f t o p o g r a p h i c a l p r o b l e m s 

were t h e r e a t t h e l o c a t i o n t h a t we t h o u g h t we 

were t a l k i n g a b o u t y e s t e r d a y ? 

A. At 500 f e e t f r o m t h e s o u t h l i n e ? 

Q. Yes. 

A. My e n g i n e e r w i l l d i s c u s s i t a t g r e a t e r 

l e n g t h , b u t b a s i c a l l y I s a i d I was t r y i n g t o 

s t a k e i t o u t i n t h e m i d d l e t o t h e a i r . 

Q. Do you do t h a t o f t e n ? 

A. I d o n ' t t r y t o , s i r . I t a p p e a r e d on 

t h e t o p o s h e e t t h a t you c o u l d s t a k e a l o c a t i o n a t 

t h a t p o i n t . 

Q. I n t e r m s t o t h e p r i o r l o c a t i o n s , you've 

moved t h e w e l l s e v e r a l t i m e s ? 
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A. T h a t ' s c o r r e c t . 

Q. There was one l o c a t i o n t h a t was w i t h i n 

200 f e e t t o t h e Y a t e s Pardue w e l l ? 

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

Q. And you moved f r o m t h a t l o c a t i o n ? That 

was n o t t o p o g r a p h i c a l , t h a t move, was i t ? 

A. That was g e o l o g i c a l . 

Q. That was because t o a re m a p p i n g t h a t 

you d i d ? 

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

Q. What new i n f o r m a t i o n d i d you have t o 

cause you t o remap a t t h a t t i m e ? 

A. I was a b l e t o o b t a i n a sample l o g on 

t h e Pan A m e r i c a n Pardue w e l l t h a t I d i d n o t 

p r e v i o u s l y have. 

Q. And t h a t was t h e o n l y new i n f o r m a t i o n ? 

A. That was t h e o n l y new i n f o r m a t i o n , 

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

Q. I n t e r m s t o what w i l l e f f e c t i v e l y be 

d r a i n e d by t h i s w e l l , t h a t may be an e n g i n e e r i n g 

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

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

MR. CARR: T h a t ' s a l l I have. 

EXAMINER STOGNER: That y o u , Mr. C a r r . 

Mr. B r u c e , any r e d i r e c t ? 
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MR. BRUCE: J u s t one, Mr. Examiner. 

FURTHER EXAMINATION 

BY MR. BRUCE: 

Q. Mr. D a v i s , when Mr. C a r r was a s k i n g you 

some q u e s t i o n s a b o u t t h e Morrow, you s a i d 

b a s i c a l l y t h e Morrow l o o k e d e q u a l l y good a t Santa 

Fe's l o c a t i o n and Y a t e s ' l o c a t i o n , i s t h a t 

c o r r e c t ? 

A. I b e l i e v e t h a t ' s how I answered, y e s . 

Q. But t h a t w o u l d i g n o r e t h e C i s c o Canyon, 

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

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

C i s c o Canyon. 

MR. BRUCE: T h a t ' s a l l , Mr. Examiner. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. D a v i s , you s a i d t h a t you were n o t 

p r i v y o r d i d n o t have a l o g on t h a t Pardue Gas 

Com, t h a t o l d Pan A m e r i c a n w e l l . What l o g a r e 

you t a l k i n g a b o u t ? 

A. You're t a l k i n g a b o u t t h e w e l l i n 

S e c t i o n 22, i s t h a t c o r r e c t ? 27 r a t h e r ? 

Q. Yes. 

A. What I d i d n o t have was a sample l o g , 

w h i c h i s a d e s c r i p t i o n t o t h e mud samples. That 
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i s a c o m m e r c i a l l y a v a i l a b l e l o g . I have s i n c e 

f o u n d o u t , t h r o u g h t h e sample l i b r a r y i n M i d l a n d , 

and I was a b l e t o o b t a i n a copy t o t h a t l o g f r o m 

them, and t h a t ' s where I f o u n d t h e i n f o r m a t i o n 

t h a t gave me some more g e o l o g i c a l e n l i g h t e n m e n t , 

i f you w i l l . 

Q. You're n o t r e f e r r i n g t o an e l e c t r o l o g ? 

A . No . 

Q. I n y o u r d i r e c t t e s t i m o n y , you m e n t i o n e d 

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

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

27, was t h a t c o r r e c t ? D i d I hear t h a t r i g h t ? 

A. I b e l i e v e t h a t a s u c c e s s f u l Morrow w e l l 

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

S e c t i o n 27, t h a t ' s c o r r e c t . 

Q. Would t h a t be s u b s e q u e n t t o t h e Morrow 

c o m p l e t i o n i n t h e s o u t h w e s t q u a r t e r ? 

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

Q. Why w o u l d you have two w e l l s i n t h e 

Morrow i n S e c t i o n 27? 

A. I b e l i e v e t h a t you can d r i l l - - w e l l , a 

Morrow w e l l can be d r i l l e d on a 3 2 0 - a c r e s p a c i n g , 

and I t h i n k we c o u l d d r i l l a w e l l i n t h e west 

h a l f and a l s o i n t h e e a s t h a l f . 

Q. So t h i s was 3 2 0 - a c r e s p a c i n g t h a t you 
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know o f , t h e n ? 

A. I n t h e Morrow, t h a t ' s c o r r e c t . I 

be 1 i e v e so. 

EXAMINER STOGNER: No o t h e r q u e s t i o n s . 

DARRELL ROBERTS 

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

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

EXAMINATION 

BY MR. BRUCE: 

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

c i t y t o r e s i d e n c e f o r t h e r e c o r d ? 

A. My name i s D a r r e l l R o b e r t s . I l i v e i n 

M i d l a n d , Texas. 

Q. Who a r e you employed by? 

A. By Santa Fe Energy R e s o u r c e s . 

Q. What i s y o u r j o b t h e r e ? 

A. I'm a d r i l l i n g 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 D i v i s i o n as an e n g i n e e r ? 

A. Yes, I have. 

Q. Are you f a m i l i a r w i t h t h e m a t t e r s 

i n v o l v e d i n t h e d r i l l i n g t o t h e p r o p o s e d Santa Fe 

w e l l ? 

A. Yes, l a m . 

MR. BRUCE: Mr. Exami n e r , I t e n d e r t h e 
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w i t n e s s as an e x p e r t p e t r o l e u m e n g i n e e r . 

EXAMINER STOGNER: Are t h e r e any 

o b j e c t i o n s ? 

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

Q. Mr. R o b e r t s , l e t ' s f i r s t a d d r e s s t h e 

l o c a t i o n o f t h e w e l l . Would you r e f e r t o E x h i b i t 

13 and d e s c r i b e t h e t o p o g r a p h y i n t h i s area? 

A. Okay. T h i s i s a t o p o g r a p h i c map t o 

S e c t i o n 27, s u r r o u n d e d by t h e s i x o t h e r s e c t i o n s 

or what n o t , t h e n i n e o t h e r s e c t i o n s a r o u n d 

t h e r e . 

B a s i c a l l y we ha v e - - o u r l o c a t i o n i s on 

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

deep canyon. We have e x t r e m e r e l i e f i n t h i s 

a r e a , and t h e t o p o g r a p h i c map i s d e p i c t e d w i t h a 

m i n o r 2 0 - f o o t c o n t o u r s , and t h e n t h e ma j o r 

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

i n some p l a c e s t h e y d o n ' t even b o t h e r t o p u t t h e 

mi n o r 2 0 - f o o t c o n t o u r l i n e s on t h e map because 

i t ' s so s t e e p . T h a t ' s b o t h n o r t h and s o u t h o f 

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

Q. Th e r e ' s a y e l l o w l i n e on p a r t t o t h i s 

map. What does t h a t i n d i c a t e ? 

A. I o u t l i n e d t h a t , and t h a t w o u l d be t h e 

p o s s i b l e p l a c e s you c o u l d p l a c e a d r i l l i n g r i g or 
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d r i l l a we 1 1 . 

Q. I n t h e s o u t h w e s t q u a r t e r t o t h e 

s e c t i o n ? 

A. R i g h t . 

Q. The l o c a t i o n t h a t Mr. D a v i s p i c k e d , I 

t h i n k he s t a t e d , was o r i g i n a l l y 500 f e e t , or I 

s h o u l d say h i s second l o c a t i o n was 500 f e e t f r o m 

t h e s o u t h l i n e . I s t h a t c o r r e c t ? 

A. I t h i n k i t was a c t u a l l y 550 i s where he 

d e p i c t e d i t , l o o k i n g a t h i s g e o l o g y and t h e n o f f 

t o t h i s t o p o map. 

Q. As y o u ' l l show, as he s a i d , t h a t was i n 

t h e m i d d l e t o t h e a i r ? 

A. Yes, i t was. We have o t h e r e x h i b i t s as 

p i c t u r e s . When I went o u t t o s t a k e t h e w e l l , i t 

t u r n e d o u t t h a t a t 550 f r o m t h e s o u t h l i n e and 

660 f r o m t h e west l i n e we were, as Gene s a i d , we 

were o u t i n t h e m i d d l e t o t h e a i r , so I moved t h e 

l o c a t i o n . 

Q. L e t ' s d e s c r i b e t h a t i n a l i t t l e more 

d e t a i l . Would you r e f e r t o t h e p i c t u r e s marked 

E x h i b i t s 14A, B and C, and d i s c u s s what we're 

l o o k i n g a t h e r e , t h e n d e s c r i b e t h e d i r e c t i o n 

we're l o o k i n g a t i t , e t c e t e r a ? 

A. Okay. The f i r s t p i c t u r e i s w i t h me 

RODRIGUEZ REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

15 

16 

17 

1 8 

19 

20 

2 1 

22 

23 

24 

25 

73 

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

n o r t h e a s t a t t h e abandoned l o c a t i o n , t h e Pardue 

Gas U n i t w e l l . You can see i t up t h r o u g h t h e 

n o r t h e a s t . T h e r e ' s a f l a t p l a c e t h a t Pan 

A m e r i c a n b u i l t 26 y e a r s ago, and t h e n t h e r e ' s a 

d r y h o l e marker t h e r e . T h i s shows t h e d i s t a n c e 

f r o m Y a t e s ' p r o p o s e d r e e n t r y v e r s u s our l o c a t i o n 

and a l s o t h e t o p o g r a p h y . You can see t h a t t o t h 

n o r t h t h e r e we d r o p o f f t o t h i s r i d g e and t h e r e ' 

a c o r r e s p o n d i n g r i d g e a c o u p l e t o m i l e s away. 

Q. Why d o n ' t you move on t o E x h i b i t 14B? 

A. T h i s i s a p i c t u r e l o o k i n g n o r t h e a s t 

f r o m t h e abandoned l o c a t i o n . I'm s t a n d i n g on t h 

edge o f t h e pad, l o o k i n g n o r t h e a s t . 

Q. From Y a t e s ' p r o p o s e d l o c a t i o n ? 

A. P roposed l o c a t i o n . T h i s i s t h e canyon 

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

w h i t e l i n e i n t h e f r o n t i s t h e B r a n t l e y Dam, b u t 

you can see t h e e x t r e m e r e l i e f i n t h e a r e a . 

Q. So, a c t u a l l y l o c a t i o n s t o t h e n o r t h t o 

Y a t e s ' p r o p o s e d l o c a t i o n a r e e x t r e m l y l i m i t e d ? 

A. R i g h t . 

Q. What i s E x h i b i t 14C? 

A. Here a g a i n I'm s t a n d i n g on t h e pad t o 

t h e abandoned w e l l l o o k i n g s o u t h a t our p r o p o s e d 
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l o c a t i o n . You can b a r e l y see t h e f o u r - w h e e l 

d r i v e v e h i c l e i n t h e m i d d l e t o t h e p i c t u r e on t h e 

t o p t o t h e r i d g e . That i s where our p r o p o s e d 

l o c a t i o n w o u l d be. 

The draw t h a t ' s t o t h e r i g h t i s where a 

s t a n d a r d l o c a t i o n w o u l d have been l o c a t e d and 

a l s o where Gene's f i r s t p r o p o s e d l o c a t i o n i s 660 

f r o m t h e west and 550 f r o m t h e s o u t h . I t w o u l d 

have been i n t h e m i d d l e t o t h a t draw and w o u l d 

have been c o s t - p r o h i b i t i v e t o t r y t o p l a c e a 

l o c a t i o n i n t h a t a r e a , so I moved i t t o t h e s o u t h 

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

Q. So, i n y o u r o p i n i o n , based on Mr. 

D a v i s 1 g e o l o g y , i t ' s n o t o n l y good g e o l o g i c a l l y , 

i t ' s good t o p o g r a p h i c a l l y ? 

A. R i g h t . 

Q. Now, i g n o r i n g g e o l o g y f o r a moment, why 

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

S e c t i o n 27 as Y a t e s has prop o s e d ? 

A. From an o p e r a t i o n s s t a n d p o i n t t h e 

p r i m a r y r e a s o n t h a t I see i s t h e f a c t t h a t t h e 

w e l l i s 26 y e a r s o l d . I t was p l u g g e d back t h e n 

and t h e c a s i n g i n t e g r i t y w o u l d be i n d o u b t . And 

a l s o t h e f a c t t h a t we p r o p o s e t o t a k e t h e w e l l t o 

t h e Morrow. 
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I t has 8-5/8" c a s i n g i n i t and t h e r e ' s 

no c o n t i n g e n c y t o r u n a 7" i n t e r m e d i a t e c a s i n g 

s t r i n g i n case l o s s c i r c u l a t i o n i s e x p e r i e n c e d i n 

t h e C i s c o Canyon, on y o u r way t o t h e Morrow. 

Q. So, you p r o p o s e u s i n g 9-5/8" c a s i n g , i s 

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

A. Yes, I do. 

Q. Now, you t a l k a b o u t s t r u c t u r a l 

i n t e g r i t y . Have any o t h e r w e l l s i n t h i s a r e a 

e x p e r i e n c e d any p r o b l e m s ? 

A. Yes, s i r , t h e r e has. The r e ' s a w e l l i n 

t h e s o u t h e a s t q u a r t e r t o S e c t i o n 34, t h e Anadarko 

AE #1 w h i c h was d r i l l e d i n 68 and was p l u g g e d 

back t h e n , t o o . I t was d r i l l e d t o t h e C i s c o 

Canyon. 

I n t h e meantime, s i n c e t h a t t i m e t h e 

BLM has e x p e r i e n c e d or has n o t i c e d o i l t o t h e 

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

go back i n and r e p l u g t h e w e l l . So t h a t t e l l s me 

t h a t t h e y had r e s e r v o i r f l u i d s up t o t h e c a s i n g 

and was p r o b a b l y n o t - - h a d l o s t i n t e g r i t y . 

Q. You d o n ' t want t o j e o p a r d i z e t h e C i s c o 

Canyon t e s t by u s i n g i n a d e q u a t e e q u i p m e n t , i s 

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

A. T h a t ' s t r u e . 
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Q. So, b e s i d e s g e o l o g i c a l and 

t o p o g r a p h i c a l r e a s o n s , t h e r e ' s o p e r a t i o n a l 

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

A. R i g h t . 

Q. Would you p l e a s e r e f e r t o E x h i b i t 15 

and d e s c r i b e what i t i s f o r t h e Examiner? 

A. Okay. T h i s i s a c o s t e s t i m a t e t h a t I 

p r e p a r e d f o r t h e Rocky Top 27 F e d e r a l Com # 1 . 

T h i s i s t a k i n g i n t o a c c o u n t c o n t i n g e n c y i n case 

we do l o s e c i r c u l a t i o n on our way t o t h e Morrow, 

t o d r i l l t h e Morrow t o 10,220 f e e t . 

These c o s t s a r e based on our e x p e r i e n c e 

w i t h o u r w e l l i n S e c t i o n 34, t h e R i g h t Hand 

Canyon 34 Fed No. 1. 

Q. You a n t i c i p a t e t h i s $998,000 c o m p l e t e d 

w e l l c o s t as t h e maximum? 

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

Q. I f you d o n ' t need t o use t h e 7" l i n e r , 

e t c e t e r a , you d o n ' t e n c o u n t e r t h e p r o b l e m s you 

d i d i n t h e R i g h t Hand Canyon w e l l , what w o u l d be 

t h e a p p r o x i m a t e c o m p l e t e d w e l l c o s t ? 

A. I t w o u l d be $200,000 l e s s t h a n t h a t , 

w h i c h w o u l d be $750,000. 

Q. Now, w o u l d you r e f e r t o E x h i b i t 16 and 

i d e n t i f y t h a t f o r t h e Examiner? 
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A. E x h i b i t 16 i s a c o s t e s t i m a t e f r o m 

Y a t e s P e t r o l e u m t o r e e n t e r t h e Pan A m e r i c a n 

Pardue ALZ Fed #1 l o c a t e d i n S e c t i o n 27. 

Q. And t h e i r c o m p l e t e d w e l l c o s t i s about 

$435,000, i s t h a t c o r r e c t ? 

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

Q. Do you see a n y t h i n g on t h i s AFE t h a t 

you t h i n k i s i n a d e q u a t e o r s o m e t h i n g t h a t s h o u l d 

be on t h e r e ? 

A. W e l l , t o me, e v e r y t h i n g i s n o t 

a c c o u n t e d f o r , i n my mind, i f t h e y were g o i n g t o 

t a k e t h e w e l l t o t h e Morrow as t h e y s t a t e h e r e , 

t o 10,300 f e e t . The w e l l was d r i l l e d a t 8,000 

f e e t and p l u g g e d , and i n o r d e r t o g e t t o t h e 

Morrow you've g o t t o be a b l e t o d r i l l t o t h a t 

p o i n t . And nowhere on h e r e t h a t I can see a r e 

b i t s o r mud l o g s ; n o t enough s u p e r v i s i o n or 

c o n t i n g e n c y l i s t e d on t h i s c o s t e s t i m a t e . I 

t h i n k e v e r y b o d y w o u l d a g r e e t h a t t h o s e a r e needed 

o r w o u l d be n e c e s s a r y t o g e t t o t h e Morrow. 

T h e r e f o r e , I w o u l d s t a t e t h a t n o t 

e v e r y t h i n g i s a c c o u n t e d f o r on t h i s c o s t 

e s t i m a t e . 

Q. As a r o u g h e s t i m a t e , how much do t h o s e 

c o n t i n g e n c i e s , o r w h a t e v e r you d i s c u s s e d , add t o 
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t h e p r o p o s e d w e l l c o s t ? 

A. I w o u l d say a r o u n d $60,000, w h i c h w o u l d 

b r i n g t h e i r c o s t up t o a r o u n d $500,000, c o m p l e t e d 

we 11 c o s t . 

Q. Now, you m e n t i o n e d t h e added $200,000 

p l u s w e l l c o s t . Once a g a i n , t h a t ' s added t o 

Santa Fe's AFE? Once a g a i n , t h a t ' s based on y o u r 

e x p e r i e n c e w i t h t h e R i g h t Hand Canyon, i s t h a t 

c o r r e c t ? 

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

Q. O t h e r t h a n what you've d i s c u s s e d on 

Y a t e s ' AFEs, do you have any o t h e r o b j e c t i o n s t o 

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

A. Yes. Santa Fe i s a p a r t n e r i n 29 w e l l s 

i n t h e Dagger Draw t h a t has been s t a t e d b e f o r e . 

Our e x p e r i e n c e w i t h t h e i r a c c u r a c y i n i n d i c a t i n g 

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

I ' l l say t h a t . 

Q. Would you r e f e r t o E x h i b i t s 17, 18 and 

19 and d i s c u s s t h o s e f u r t h e r ? 

A. E x h i b i t 17 i s a s p r e a d s h e e t t h a t 

compares 25 w e l l s t h a t Santa Fe i s a p a r t n e r i n 

w i t h Y a t e s b e i n g t h e o p e r a t o r . 

Q. And t h e s e a r e i n t h e Dagger Draw area? 

A. T h a t ' s t r u e . T h a t ' s i n t h e Dagger Draw 
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a r e a . T h e y ' r e l i s t e d by spud d a t e , and t h e 

t h i n g s l i s t e d on t h e s p r e a d s h e e t a r e t h e spud 

d a t e — w e l l , f i r s t o f f i s t h e w e l l name, spud 

d a t e , o ur w o r k i n g i n t e r e s t - - o u r n e t w o r k i n g 

i n t e r e s t . 

Q. Santa Fe's? 

A. R i g h t . 

Q. The g r o s s p r o p o s e d AFE c o s t i s t h e 

t h i r d c o lumn, and t h e n t h e f o u r t h column i s what 

we've c a l c u l a t e d as b e i n g Y a t e s ' a c t u a l g r o s s 

c o s t . These c o s t s were g a t h e r e d f r o m o ur n e t 

j o i n t i n t e r e s t b i l l i n g and g r o s s e d up t o a g r o s s 

amount. 

And t h e n t h e o t h e r column i s a v a r i a n c e 

between t h e i r a c t u a l amount v e r s u s t h e p r o j e c t e d 

amount t o t h e i r p r o p o s e d AFE, and t h e n t h e l a s t 

column i s t h e amount t h a t was o v e r s p e n t , a c t u a l 

v e r s u s p r o j e c t e d . 

Q. And t h e a v e r a g e t o t h a t i s a 30 p e r c e n t 

o v e r e x p e n d i t u r e , i s t h a t c o r r e c t ? 

A. Yeah, t h e a v e r a g e o f t h a t i s 30 

p e r c e n t . Some t o t h e w e l l s a r e 80 p e r c e n t o v e r 

and one i s two p e r c e n t u n d e r . 

Q. So, based on y o u r e x p e r i e n c e i n t h e 

Dagger Draw a r e a , i t ' s p o s s i b l e t h a t Y a t e s ' c o s t s 
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f o r t h e r e e n t r y c o u l d w e l l be c l o s e r t o $650,000 

r a t h e r t h a n t h e $450,000 t h e y p r e d i c t ? 

A. R i g h t . I f you added 30 p e r c e n t t o t h e 

$500,000, I w o u l d t h i n k t h a t w o u l d be an a c c u r a t e 

c o s t e s t i m a t e based on t h e i r p a s t t r a c k r e c o r d . 

Q. And m e a n w h i l e , h o p e f u l l y , i f Santa Fe 

d r i l l s i t s w e l l , and no l o s s c i r c u l a t i o n , e t 

c e t e r a , Santa Fe's c o s t f o r a new w e l l w o u l d be 

more l i k e $750,000 t o $800,000, i s t h a t c o r r e c t ? 

A. T h a t ' s t r u e . 

Q. T h a t ' s $100- or $150,000 d i f f e r e n c e . 

I t ' s s t i l l a s u b s t a n t i a l amount? 

A. Yes. 

Q. How w o u l d you j u s t i f y t h a t ? 

A. W e l l , o ur w e l l i s a new w e l l . We have 

c o n t i n g e n c y f o r t h e l o s s c i r c u l a t i o n . The c a s i n g 

w i l l be new. We d o n ' t have any r i s k t o h a v i n g 

j u n k i n t h e h o l e t h a t I t h i n k t h e y c o u l d 

e n c o u n t e r i n t h e r e e n t r y . 

I w o u l d l i k e t o p o i n t o u t , one w e l l 

t h a t we have a p r i o r case t o them e n t e r i n g a 

w e l l , t h e Sara AHA Com # 1 , i t ' s t h e s i x t h w e l l 

down on t h e s p r e a d s h e e t . T h i s was done and 

spudded i n 1990. 

As you can see, t h e i r p r o p o s e d c o s t was 
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$210,000. The a c t u a l c o s t , by our numbers, i s 

$377,000, f o r an 80 p e r c e n t o v e r e x p e n d i t u r e , 

w h i c h i f you a p p l y t h a t 80 p e r c e n t 

o v e r e x p e n d i t u r e , t h a t w o u l d b r i n g t h e i r c o m p l e t e d 

c o s t up t o , by my c a l c u l a t i o n s , up t o $784,000, 

based on t h a t p r i o r h i s t o r y . 

Q. But by Santa Fe d r i l l i n g a new w e l l , 

based on Mr. D a v i s ' t e s t i m o n y , you w o u l d g e t a 

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

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

Q. I t w o u l d e n s u r e a good t e s t t o t h e 

C i s c o Canyon, i s t h a t c o r r e c t ? 

A. Yes. T h i s l o c a t i o n h o n o r s h i s g e o l o g y , 

and t h e n g i v e s us a new w e l l . I t g i v e s us 

c o n t i n g e n c i e s f o r l o s s c i r c u l a t i o n t o t a k e t h e 

w e l l down t o t h e Morrow. 

Q. B e f o r e we move on, E x h i b i t s 18 and 19, 

a r e t h e y b a r c h a r t s t o t h e d a t a f r o m t a b l e 17? 

A. Yes, t h a t ' s c o r r e c t . The main t h i n g we 

were d o i n g , t h e s e a r e j u s t c h a r t s p r e p a r e d f r o m 

t h i s s p r e a d s h e e t . The main t h i n g we were t r y i n g 

t o convey w i t h t h i s i s t h a t o v e r t h e 

t w o - a n d - a - h a l f - y e a r p e r i o d , t h e i r a b i l i t y t o 

p r e d i c t t h e i r a c t u a l c o s t v e r s u s t h e i r AFEs has 

n o t g o t t e n any b e t t e r . 
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T h i s one, I guess, E x h i b i t No. 18, 

shows t h e a c t u a l v e r s u s p r o j e c t e d , and t h e n t h e 

amount t h e y were o v e r e x p e n d e d a t t h e t o p . And 

E x h i b i t 19, t h e r e a g a i n i t shows t h e p e r c e n t 

o v e r e x p e n d e d , and t h e n a l s o l i s t e d by spud d a t e 

f o r a l l 25 w e l l s . 

Q. And t h i s d a t a i s p r e s e n t e d t o show 

t h a t , i n y o u r o p i n i o n , t h e f i n a l w e l l c o s t s won't 

be much d i f f e r e n t between Y a t e s and Santa Fe? 

A. R i g h t . We have a new w e l l b o r e and 

p r e f e r r e d g e o l o g y , I t h i n k . 

Q. I n y o u r o p i n i o n , i s Santa Fe's p r o p o s e d 

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

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

Eddy County? 

A. Yes, I do. 

Q. And what a r e Santa Fe's p r o p o s e d 

o v e r h e a d r a t e s ? 

A. $4,500 a month f o r d r i l l i n g t h e w e l l 

and $450 a month f o r o p e r a t i n g a w e l l . 

Q. Are t h e s e E r n s t & Young r a t e s ? 

A. Not e x a c t l y E r n s t & Young r a t e s b u t 

t h e y ' r e c o m p a r a b l e . T h e y ' r e a l i t t l e l o w e r f o r 

Morrow w e l l s - -

Q . Lower? 
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A. Th e y ' r e a l i t t l e l o w e r f o r Morrow 

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

E r n s t & Young f o r Upper Penn. 

Q. I s t h e r e any o t h e r r e a s o n Santa Fe 

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

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

A. W e l l , we have e x p e r i e n c e i n t h e a r e a . 

We have d r i l l e d t h e one w e l l . We have t h e 

m a j o r i t y o f t h e i n t e r e s t i n t h e s i x s e c t i o n s . 

There a g a i n , we're o n l y t a l k i n g a b o u t t h e one 

s e c t i o n , b u t i n t h e s i x - s e c t i o n u n i t t h a t we've 

p r o p o s e d , I t h i n k we w o u l d have an av e r a g e o f 71 

p e r c e n t w o r k i n g i n t e r e s t and Ya t e s w o u l d have 29 

p e r c e n t . 

Q. One a d d i t i o n a l i t e m , y o u r p r o p o s e d 

p e n a l t y i n case Y a t e s ' g r o u p d i d n o t j o i n i n t h e 

w e l l , based on m e c h a n i c a l r i s k , e t c e t e r a , what 

p e n a l t y w o u l d you recommend a g a i n s t n o n c o n s e n t i n g 

i n t e r e s t owners? 

A. I w o u l d say recommend what I u n d e r s t a n d 

w o u l d be c o s t p l u s 200 p e r c e n t . 

Q. And were E x h i b i t s 13 t h r o u g h 19, e x c e p t 

E x h i b i t 16, t h e Y a t e s AFE, 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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Q. And E x h i b i t 16, I b e l i e v e , i s an AFE 

t h a t Y a t e s p r o v i d e d t o Santa Fe? 

A. Yes, i t i s . 

Q . One f i n a l t h i n g , Mr. R o b e r t s . You 

m e n t i o n e d t h e w e l l c o s t s i n Dagger Draw. Do you 

have any f i n a l comment on t h a t ? 

A. W e l l , t h e c o s t e s t i m a t e t h a t we 

p r e p a r e d i s an e x t r e m e case. I f we d o n ' t l o s e 

c i r c u l a t i o n , t h e n i t w i l l be $250,000 l e s s t h a n 

t h a t . I t ' s based on a c t u a l w e l l s . 

Q. Has Santa Fe a u d i t e d Y a t e s ' c o s t s ? 

A. Yes, we have. 

Q. And j u s t v e r y b r i e f l y , was an a u d i t 

c o n d u c t e d ? 

A. Yes, i t was. 

Q. What d i d i t i n v o l v e ? 

A. T h i s a u d i t c o v e r e d 14 w e l l s t o 29 w e l l s 

t h a t we're a p a r t n e r i n . 

Q. 14 t o t h e 29? 

A. Yes. 

Q. I n t h e Dagger Draw? 

A. I n t h e Dagger Draw a r e a . I t ' s o n l y 

been r e c e n t l y c o m p l e t e d . I t h i n k a copy t o i t 

has been p r o v i d e d t o Y a t e s . They have n o t had a 

chance t o r e s p o n d t o i t . The b o t t o m l i n e i s , o ur 
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a u d i t o r s have a b o u t a m i l l i o n - a n d - a - h a l f d o l l a r s ' 

w o r t h o f e x c e p t i o n s t h a t we w o u l d l i k e t o have 

a d d r e s s e d . 

S a n t a Fe i s q u i t e adamant a b o u t 

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

were l i s t e d on t h e a u d i t and a l s o because t o t h e 

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

t h e we l i s . 

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

Santa Fe's a p p l i c a t i o n 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 and t h e p r e v e n t i o n o f waste? 

A. Yes, i t i s . 

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

I w o u l d move t h e a d m i s s i o n o f Santa Fe E x h i b i t s 

13 t h r o u g h 19. 

MR. CARR: I have no o b j e c t i o n . 

EXAMINER STOGNER: E x h i b i t s 13 t h r o u g h 

19 w i l l be a d m i t t e d i n t o e v i d e n c e a t t h i s t i m e . 

Your w i t n e s s , Mr. C a r r . 

EXAMINATION 

BY MR. CARR: 

Q. Mr. R o b e r t s , E x h i b i t 13, t h e a r e a 

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

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

I s t h a t what y o u r t e s t i m o n y was? 
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A. Yes, e x c e p t as i t t u r n e d o u t , even 

i n s i d e t h a t y e l l o w l i n e , as you can see f r o m t h e 

p i c t u r e , E x h i b i t 14C, t h a t even t h o u g h t h e 

l o c a t i o n t h a t Gene had p i c k e d , 550 f r o m t h e s o u t h 

i s w i t h i n t h a t y e l l o w l i n e , i t ' s n o t a c c e p t a b l e . 

Q. Why n o t ? 

A. Because o f t h e r e l i e f . I t w o u l d be 

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

and u n s a f e , t o o . 

Q. So t o p o g r a p h y was a f a c t o r i n 

d e t e r m i n i n g t h a t t h e w e l l had t o be moved, and 

g e o l o g y t o l d you where you were g o i n g t o move i t ? 

A. R i g h t . We were t r y i n g t o honor t h e 

g e o l o g y and s t a y on t h e p r e d i c t e d h i g h s and y e t 

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

T h a t ' s how we came up w i t h t h e 204 f e e t . 

Q. Do you have any o p i n i o n as t o what 

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

d r a i n i n any t o t h e s e f o r m a t i o n s ? 

A. No, I r e a l l y d o n ' t . 

Q. Would you e x p e c t a w e l l a t t h i s 

l o c a t i o n t o d r a i n a l l 640 a c r e s i f you g e t a gas 

w e l l i n t h e Canyon? 

A. No . 

Q. I f we l o o k a t t h e AFE f i g u r e s , you t o l d 
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us t h a t you were p a r t i c i p a n t s w i t h Y a t e s i n 29 

w e l l s i n t h e Dagger Draw, and you've l i s t e d 25. 

Why d i d you o n l y l i s t 25? 

A. Some t o t h o s e 29 w e l l s a r e n o t Dagger 

Draw w e l l s . I know t h e one, t h e Red Hat was i n 

t h e a u d i t , and i t ' s n o t a Dagger Draw w e l l . 

Q. So y o u ' r e p a r t i c i p a n t s w i t h Y a t e s i n 25 

Dagger Draw w e l l s ? 

A. Yes. 

Q. And you have v o l u n t a r i l y p a r t i c i p a t e d 

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

A. Yes, we have. 

Q. And you have c o n t i n u e d t o commit y o u r 

w o r k i n g i n t e r e s t t o a Y a t e s - o p e r a t e d w e l l as 

r e c e n t l y as August 1 1 , 1992? 

A. Yes, s i r . 

Q. When was t h e a u d i t c o n d u c t e d ? 

A. I t was j u s t c o m p l e t e d l a s t weekend. 

Q. When was i t a c t u a l l y c o n d u c t e d o r 

r e q u e s t e d , do you know? 

A. L e t me see when t h e d a t e was. I t was 

c o v e r i n g p r o p e r t i e s f o r t h e p e r i o d o f J a n u a r y 1, 

1990 t h r o u g h December 3 1 , 1991. We j u s t r e c e i v e d 

a copy o f t h i s t h i s p a s t week. 

Q. Do you know when i t was r e q u e s t e d ? 
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A. No, I d o n ' t . 

Q. An AFE i s r e a l l y j u s t an e s t i m a t e t o 

what you t h i n k t h e c o s t s a r e g o i n g t o be, i s t h a t 

c o r r e c t ? 

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

Q. You're n o t r e q u i r e d by Y a t e s t o p r e p a y , 

a r e y o u , based on an AFE? 

A . No . 

Q. So y o u ' r e b i l l e d a c t u a l c o s t s ? 

A. T h a t ' s t r u e . 

Q. When you've r e q u e s t e d s u p p o r t i n g d a t a , 

has i t e v e r been d e n i e d t o you? 

A. I d o n ' t t h i n k so. 

Q. Have y o u , even w i t h t h e a u d i t i n hand, 

e v e r l o d g e d o b j e c t i o n s t o Y a t e s a b o u t any 

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

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

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

Q. Do you know t o any o b j e c t i o n t h a t ' s 

been made t o Y a t e s on any c o s t s ? Do you know? 

A. Not a f o r m a l o b j e c t i o n . 

Q. Now, you have a g r e e d t o p a r t i c i p a t e 

w i t h Y a t e s i n 25 w e l l s as shown i n y o u r E x h i b i t 

17. What k i n d o f a s u c c e s s r a t e have you 

e x p e r i e n c e d w i t h t h o s e w e l l s , do you know? 
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A. The w e l l s a r e v e r y s u c c e s s f u l . I t ' s a 

v e r y good f i e l d . 

Q. When Y a t e s goes o v e r , t h e y have b i l l e d 

you f o r a d d i t i o n a l c o s t s ? 

A. Yes, t h e y have. 

Q. And you have p a i d t h o s e c o s t s ? 

A. Yes, we have. 

Q. Do you know when t h e y c l o s e t h e i r AFE? 

That i s , do you know how l o n g t h e y l e a v e i t open 

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

b i 1 1 i n g ? 

A. No, I d o n ' t . 

Q. When we l o o k a t AFEs and compare them, 

we're r e a l l y making o ur b e s t guess as t o what i t 

w o u l d c o s t , i s n ' t t h a t f a i r ? 

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

Q. Suppose, and j u s t f o r t h e p u r p o s e t o 

t h i s q u e s t i o n you can assume t h a t Y a t e s s h o u l d 

p r e v a i l h e r e and a p o o l i n g o r d e r was e n t e r e d , a r e 

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

A. Yes. 

Q. I f you were r e q u i r e d t o pay y o u r s h a r e 

based on t h e i r AFE, you w o u l d pay 50 p e r c e n t , 

w o u l d n ' t you? T h a t ' s y o u r o w n e r s h i p , i s n ' t i t , 

o r w h a t e v e r i t w o u l d be i n t h e d e d i c a t e d acreage? 
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A. Yes. 

Q. And i f t h e i r AFE i s l o w e r , t h e n t o 

a v o i d t h e r i s k p e n a l t y you w o u l d pay l e s s , i s n ' t 

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

A. Yes. 

Q. And i f we're u n s u c c e s s f u l and we're 

asked t o pay based on y o u r AFE t o a v o i d t h e r i s k 

p e n a l t y , we w o u l d pay more, because you've g o t 

y o u r c o n t i n g e n c i e s i n ? 

A. R i g h t . 

Q. And you d o n ' t know w h e t h e r o r n o t 

y o u ' r e g o i n g t o need a l i n e r , do you? 

A. No, we d o n ' t . 

Q. I f y o u ' r e g o i n g t o i n c u r t h e c o s t s t o 

9-5/8", w h a t e v e r i t i s , c a s i n g , j u s t i n case you 

do, i s n ' t t h a t r i g h t ? 

A. Yes, t h e 7" c a s i n g . 

Q. And we r e a l l y d o n ' t know what e x a c t l y 

w i l l be e n c o u n t e r e d when we g e t i n t o t h e Ya t e s 

w e l l , i s n ' t t h a t r i g h t ? 

A. T h a t ' s t r u e . 

Q. So we r e a l l y d o n ' t know what t h e c o s t s 

a r e g o i n g t o be? 

A . No . 

Q. They ' r e g o i n g t o be b i l l e d e i t h e r way, 
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n o t p r o b a b l y p a i d i n advance, u n l e s s somebody's 

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

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

Q. And, i n t h a t s c e n a r i o , n o t k n o w i n g what 

t h e s e numbers a r e g o i n g t o be, i t s t i l l r e m a i n s a 

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

i s n ' t t h a t r i g h t ? 

A. Not t h e way I see i t . 

Q. Do you t h i n k i t w i l l c o s t l e s s t o d r i l l 

a new w e l l , based on y o u r f i g u r e s , t h a n t o 

r e e n t e r t h e Y a t e s w e l l ? 

A. I t cou1d. 

Q. And t h a t w o u l d mean o n l y i f you 

e n c o u n t e r no p r o b l e m ? 

A. Yes. 

Q. And o n l y i f Y a t e s does? 

A. W e l l , n o t even i f — t h e y d i d n ' t even 

e n c o u n t e r p r o b l e m s i n t h e i r r e e n t r y and t h e i r 

c o s t s were h i g h e r . 

Q. H i g h e r t h a n a new w e l l ? 

A. W e l l , l e t ' s see. No. 

Q. I'm a s k i n g you as an e x p e r t w i t n e s s , a 

d r i l l i n g e n g i n e e r , i s n ' t i t y o u r e x p e r i e n c e t h a t 

i t i s l e s s e x p e n s i v e , u s u a l l y , t o r e e n t e r a w e l l 

l i k e t h i s t h a n t o d r i l l a new one? 
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A. I d o n ' t know. I guess so. 

Q. Now, you t h i n k t h a t S anta Fe s h o u l d be 

t h e o p e r a t o r t o t h e w e l l because t h e y have 

e x p e r i e n c e i n t h e a r e a , d i d n ' t you s t a t e t h a t ? 

A. Uh-huh. 

Q. And t h e e x p e r i e n c e i s t h e w e l l t h e y 

d r i l l e d i n 34 ? 

A. T h a t ' s t r u e . 

Q. And t h a t ' s t h e w e l l t h a t you've 

communicated t h e Morrow zone t o , i s n ' t t h a t 

r i g h t ? 

A. Uh-huh. 

Q. One wet zone and one d r y zone i s n ' t 

t h a t r i g h t ? 

A. Uh-huh. 

Q. And y o u ' r e h a v i n g p r o b l e m s w i t h t h a t , 

i s n ' t t h a t r i g h t , because t o t h e downhole 

c o m m u n i c a t i o n t o a wet Morrow zone and a d r y 

Morrow zone? 

A. Yes. 

Q. And t h a t ' s y o u r e x p e r i e n c e ? 

A. Uh-huh. 

Q. Now, you i n d i c a t e d t h a t you ou g h t t o be 

a b l e t o p r e v a i l o r o u g h t t o be o p e r a t o r because 

you have a m a j o r i t y i n t e r e s t i n t h e s i x s e c t i o n s 
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t h a t you o r i g i n a l l y p r o p o s e d t o Y a t e s , i s n ' t t h a t 

r i g h t ? 

A. Uh-huh. 

Q. Have you c o m p l e t e d t h e i n t e r e s t 

o w n e r s h i p s i n t h e s i x s e c t i o n s t h a t Y a t e s t h e n 

p r o p o s e d t o you, i n c l u d i n g two a d d i t i o n a l 

s e c t i o n s o f f t o t h e e a s t ? 

A. No, I h a v e n ' t . 

Q . Those f i g u r e s w o u l d change, w o u l d t h e y 

n o t ? 

A. I guess. 

Q. You've l o o k e d a t S e c t i o n 27, h a v e n ' t 

you? 

A. Yes, I have . 

Q. The o w n e r s h i p i n 27 i s 50/50, i s n ' t 

t h a t r i g h t ? 

A. I'm n o t aware o f t h a t . 

Q. You d o n ' t know what t h e w o r k i n g 

i n t e r e s t o w n e r s h i p i s i n S e c t i o n 27? 

A. No, I d o n ' t . 

Q. You o n l y l o o k e d a t t h e s i x s e c t i o n s 

t h a t you were p r o p o s i n g ? 

A. Yes. 

Q. Not what we're c o n s i d e r i n g h e r e t o d a y 

i n t h i s a r e a ? 
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A. Gary was d o i n g t h a t . 

MR. CARR: T h a t ' s a l l I have. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. R o b e r t s , where w i t h t h e BLM i s t h i s 

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

A. We h a v e n ' t p r o p o s e d i t y e t . 

Q. Has i t been s t a k e d ? Has t h e n o t i c e o f 

s t a k i n g been made w i t h t h e BLM o f f i c e y e t ? 

A. I t ' s o n l y been s t a k e d . The n o t i c e o f 

s t a k i n g has n o t been s u b m i t t e d . 

Q. So, no s u r f a c e i n s p e c t i o n by t h e BLM or 

any a r c h a e o l o g i c a l needs have been p r e s e n t e d t o 

them a t t h i s p o i n t ? 

A. No, t h e y h a v e n ' t . 

Q. Have you made a p p l i c a t i o n s t o d r i l l o u t 

i n t h i s a r e a w i t h t h e BLM b e f o r e ? 

A. Yes, i n S e c t i o n 34. 

Q. So, y o u ' r e f a m i l i a r w i t h t h e p r o c e d u r e ? 

A. Yes, l a m . 

Q. Do you t h i n k t h e y w o u l d l e t you d r i l l 

t h a t 500 f o o t f r o m t h e s o u t h l i n e ? 

A . No . 

Q. How come ? 

A. I t ' s been t o o b i g o f a c u t . 
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Q . Do you t h i n k t h e y ' l l l e t you d r i l l t h i s 

one ? 

A. Yes, s i r . 

Q. Based j u s t on t o p o g r a p h i c a t t h i s 

p o i n t ? 

A. Based on t h e amount o f c u t t o make a 

l o c a t i o n . 

Q. We d o n ' t know o f any a r t i f a c t s o u t h e r e 

nor a r e you an a r c h a e o l o g i s t o r i s anybody i n 

t h i s room? 

A . No . 

Q. But t h e r e a r e o t h e r i t e m s t h a t t h e BLM 

w i l l be l o o k i n g a t f o r t h e l o c a t i o n o f a w e l l o u t 

h e r e , such as a r c h a e o l o g y , w i l d l i f e needs and 

such as t h a t , i s t h a t c o r r e c t ? 

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

a b o u t us d r i l l i n g t h e w e l l i n S e c t i o n 34 due t o 

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

l e t us d r i l l t h e w e l l . 

Q. And when were you made aware o f t h i s 

l o c a t i o n , t h e 2 0 6 - f o o t l o c a t i o n ? 

A. The 204 f e e t ? 

Q. Yes. I'm s o r r y . 

A. I was o u t t h e r e w i t h t h e s u r v e y o r s . 

Q. And when was t h a t ? 
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A. I t was s t a k e d on November t h e 1 3 t h , and 

I was o u t t h e r e and d e t e r m i n e d t h a t 550 f r o m t h e 

s o u t h w o u l d n o t be an a c c e p t a b l e l o c a t i o n , and 

t h a t ' s how we came up w i t h t h e 204 t o f i n d a 

p l a c e t h a t we c o u l d p u t a l o c a t i o n . 

Q. Who i n Santa Fe's o r g a n i z a t i o n makes 

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

t h e BLM o r has a n o t i c e o r p r o v i d e s t h e n o t i c e o f 

s t a k i n g t o them? 

A. I do . 

Q. You do. And so between November 1 3 t h 

and t o d a y , December 1 8 t h , t h a t has n o t been done? 

A. That has n o t been done. 

Q. I s t h a t n o r m a l ? 

A . No . 

Q. How come you h a v e n ' t made an APD or a t 

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

t h e BLM? 

A. We've had a l o t o f r i g s g o i n g , and t h e n 

a l s o k n o w i n g t h e f a c t t h a t we were g o i n g t o a 

h e a r i n g on t h i s l o c a t i o n , i t w o u l d t a k e some 

t i m e . We had o t h e r t h i n g s t o do, t o p u t i t 

b r i e f l y . We're r e a l empty on s t a f f a t t h i s t i m e . 

Q. So, t h i s i s n o t t h a t i m p o r t a n t o f an 

i s s u e t o d a y f o r Santa Fe? 
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A. Yes , i t i s . 

Q. W e l l , I'm s o r r y , you s a i d you had o t h e r 

t h i n g s t o do. 

A. We've g o t t h r e e p e o p l e h e r e ; i t ' s r e a l 

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

p e r m i t , I t h o u g h t we had some t i m e b e f o r e t h a t 

w e l l w o u l d a c t u a l l y be d r i l l e d . 

EXAMINER STOGNER: Are t h e r e any o t h e r 

q u e s t i o n s f o r Mr. R o b e r t s ? 

MR. BRUCE: I have a few, Mr. Examiner. 

FURTHER EXAMINATION 

BY MR. BRUCE: 

Q. W i t h r e s p e c t t o t h e i s s u e t o n o t 

a p p l y i n g t o t h e BLM, Mr. R o b e r t s , o b v i o u s l y i f 

Y a t e s ' l o c a t i o n i s a p p r o v e d , you won't need BLM 

a p p r o v a l f o r Santa Fe's l o c a t i o n , i s t h a t 

c o r r e c t ? 

A. R i g h t . 

Q. And I guess what y o u ' r e s a y i n g w i t h 

r e s p e c t t o t h e 500 or 550 f o o t l o c a t i o n , i t w o u l d 

have been on a s t e e p h i l l s i d e or a canyon? 

A. Yes, a v e r y s t e e p h i l l s i d e . 

Q. L o o k i n g a t y o u r E x h i b i t 13, Santa Fe's 

l o c a t i o n i s a p p a r e n t l y f a i r l y c l o s e t o an 

e x i s t i n g r o a d , i s t h a t c o r r e c t ? 
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A. Yes, i t ' s a t w o - t r a c k r o a d g o i n g a l o n g 

t h e t o p o f t h e r i d g e t h e r e . 

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

d i s t u r b a n c e , w o u l d i t n o t ? 

A. R i g h t . 

Q. W i t h r e s p e c t t o a c o u p l e o f q u e s t i o n s 

by Mr. C a r r , t h e R i g h t Hand Canyon w e l l i s n ' t 

S a nta Fe's o n l y Morrow w e l l i n Eddy County, i s 

i t ? 

A . No, i t ' s n o t . 

Q. Santa Fe has d r i l l e d and o p e r a t e s a 

number o f w e l l s i n Eddy County, does i t n o t ? 

A. Yes. 

Q. And o t h e r f o r m a t i o n s a l s o ? 

A . T h a t ' s t r u e . 

Q. One f i n a l q u e s t i o n . Santa Fe has 

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

Dagger Draw w e l l s w i t h Y a t e s as you t e s t i f i e d , 

c o r r e c t ? 

A. Yes. 

Q. Dagger Draw i s a p r o l i f i c p o o l , i s n ' t 

i t ? 

A. I t s u r e i s . 

Q. I n y o u r o p i n i o n , w o u l d i t be f o o l i s h 

n o t t o p a r t i c i p a t e i n t h e w e l l s ? 
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A. Yes, i t w o u l d . 

MR. BRUCE: I have n o t h i n g f u r t h e r , Mr 

Examiner. 

FURTHER EXAMINATION 

BY EXAMINER STOGNER: 

Q. T h i s t w o - t r a c k r o a d t h a t you m e n t i o n e d 

i s t h a t a f a i r l y a c c e s s i b l e r o a d , o r i s i t a 

f o u r - w h e e l d r i v e ? 

A. W e l l , I was a b l e t o g e t t h e r e i n a 

C h e v r o l e t I m p a l a . I t ' s r e a l r o u g h . Going down 

S e c t i o n 26, you c a n ' t go down t h a t r o a d w i t h o u t 

f o u r - w h e e l d r i v e v e h i c l e , b u t t h e r e i s a r o a d 

back t o t h e west t h a t goes a l o n g t h e r i d g e . 

Ranchers use t h i s r o a d . 

Q. Anybody e l s e use i t ? 

A. Not t h a t I know o f . Our s u r v e y o r s use 

i t t o f i n d t h e i r c o r n e r s . 

EXAMINER STOGNER: Does anybody e l s e 

have any q u e s t i o n s o f Mr. R o b e r t s ? 

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

EXAMINER STOGNER: You may be excu s e d . 

L e t ' s t a k e a 2 0 - m i n u t e r e c e s s . 

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

EXAMINER STOGNER: The h e a r i n g w i l l 

come t o o r d e r . Mr. C a r r ? 
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MR. CARR: Thank y o u , Mr. S t o g n e r . 

ROBERT BULLOCK 

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

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

EXAMINATION 

BY MR. CARR: 

Q. S t a t e y o u r name f o r t h e r e c o r d , 

p l e a s e . 

A. My name i s R o b e r t B u l l o c k . 

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

A. I n A r t e s i a , New M e x i c o . 

Q. Mr. B u l l o c k , by whom a r e you employed 

and i n what c a p a c i t y ? 

A. By Y a t e s P e t r o l e u m , as a landman. 

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

t h i s D i v i s i o n ? 

A. Yes, s i r . 

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

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

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

A. Yes, t h e y were. 

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

t h a t a r e t h e s u b j e c t o f t o d a y ' s h e a r i n g s ? 

A. Yes. 

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

A. Yes, s i r . 

MR. CARR: Are t h e w i t n e s s 1 

q u a l i f i c a t i o n s a c c e p t a b l e ? 

EXAMINER STOGNER: Any o b j e c t i o n s ? 

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

EXAMINER STOGNER: S i n c e t h e r e a r e no 

o b j e c t i o n s , 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 , w i l l you b r i e f l y s t a t e 

what Y a t e s seeks w i t h t h i s a p p l i c a t i o n ? 

A. Y a t e s i s s e e k i n g a c o m p u l s o r y p o o l i n g 

o f t h e w o r k i n g i n t e r e s t i n S e c t i o n 27, Township 

21 S o u t h , Range 24 E a s t , f o r a p r o p o s e d r e e n t r y 

o f t h e Pan Am Pardue ALZ Fed Com No. 1 w e l l t o be 

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

b e i n g 1140 f e e t f r o m t h e s o u t h l i n e and 1350 f e e t 

f r o m t h e west l i n e . 

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

p r e s e n t a t i o n h e r e t o d a y ? 

A . Yes, s i r . 

Q. C o u l d you r e f e r t o what has been marked 

as 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 E x h i b i t 1 and 

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

A. Our E x h i b i t A i s our l a n d p l a t , o f t h e 

n i n e s e c t i o n s s u r r o u n d i n g our p r o p o s e d r e e n t r y 
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and d e e p e n i n g o f t h e Pan Am Pardue ALZ w e l l . 

T h a t w e l l l o c a t e d t h e r e i n S e c t i o n 27 shows t h e 

f o o t a g e , b e i n g 1140 f r o m t h e s o u t h , 1350 f r o m t h e 

west l i n e . I t shows t h e l e a s e s i n v o l v e d and t h e 

owners o f t h o s e l e a s e s , e x p i r a t i o n d a t e s o f t h o s e 

l e a s e s . 

Q. Y a t e s i s s e e k i n g an o r d e r a p p r o v i n g a l l 

o f S e c t i o n 27 on f o r m a t i o n s d e v e l o p e d on 6 4 0 - a c r e 

s p a c i n g . What w o u l d t h e o w n e r s h i p breakdown be 

under S e c t i o n 27? 

A. I t w o u l d be 50 p e r c e n t 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 and 50 p e r c e n t Santa Fe Energy and 

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

Q. I f Y a t e s ' a p p l i c a t i o n i s g r a n t e d , Y a t e s 

i s a l s o s e e k i n g a s o u t h h a l f 3 2 0 - a c r e u n i t f o r 

a l l t r a c t s d e v e l o p e d on 320 a c r e s . What w o u l d be 

t h e o w n e r s h i p breakdown i n t h e s o u t h h a l f u n i t ? 

A. I t ' l l be 87-1/2 p e r c e n t Y a t e s 

P e t r o l e u m , 12-1/2 p e r c e n t Santa Fe Energy and 

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

Q. Santa Fe i s p r o p o s i n g a west h a l f s t a n d 

up. I f t h a t a p p l i c a t i o n was g r a n t e d , Y a t e s w o u l d 

have 3/8? 

A. Y a t e s w o u l d have 3/8 and Santa Fe w o u l d 

have 5/8. 
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Q. The p r i m a r y o b j e c t i v e s i n t h e w e l l a r e , 

as w i t h t h e Santa Fe a p p l i c a t i o n , t h e Upper Penn 

and t h e Morrow, i s t h a t n o t c o r r e c t ? 

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

Q. C o u l d you b r i e f l y summarize y o u r 

e f f o r t s w i t h Santa Fe t o r e a c h v o l u n t a r y 

agreement f o r t h e de v e l o p m e n t o f t h i s a c r e a g e 

w i t h Y a t e s as o p e r a t o r ? 

And I t h i n k i n t h i s r e g a r d , Mr. 

B u l l o c k , you do n o t have t o r e p e a t a l l o f t h e 

t e s t i m o n y t h a t was p r e s e n t e d by t h e Santa Fe l a n d 

p e r s o n t o t h e e x t e n t i t i s t h e same. 

A. Okay, we s e n t them a p r o p o s a l v i a a 

l e t t e r o f O c t o b e r 2 7 t h p r o p o s i n g t h e r e e n t r y and 

d e e p e n i n g o f t h e c a p t i o n e d w e l l . A l o n g w i t h t h a t 

l e t t e r we s e n t them an AFE and an o p e r a t i n g 

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

we 11 . 

We a l s o s u g g e s t e d t h a t i f t h e y d i d n ' t 

want t o p a r t i c i p a t e , we w o u l d p r o p o s e an a c r e a g e 

t r a d e whereby we w o u l d swap 4 0 - a c r e t r a c t s i n t h e 

n o r t h h a l f and t h e s o u t h h a l f , where we w o u l d 

have a l l t h e s o u t h h a l f and t h e y w o u l d have a l l 

t h e n o r t h h a l f . We r e c e i v e d no r e s p o n s e f r o m 

t h a t p r o p o s a l . 
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Q. That l e t t e r i s y o u r E x h i b i t B? 

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

Q. Then y o u r E x h i b i t C, i s what? 

A. E x h i b i t C i s t h e AFE t h a t was s e n t w i t h 

t h a t O c t o b e r 27 l e t t e r . 

Q. T h i s i s t h e same AFE t h a t was r e v i e w e d 

i n t h e Santa Fe p r e s e n t a t i o n , i s t h a t r i g h t ? 

A. Yes, s i r . 

Q. And t h e n E x h i b i t D? 

A. E x h i b i t D i s t h e n o t i f i c a t i o n t h a t 

Y a t e s was s e e k i n g a p p l i c a t i o n f r o m t h e OCD f o r 

c o m p u l s o r y p o o l i n g and t h e u n o r t h o d o x o i l gas 

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

Q. Mr. B u l l o c k , t h e b o t t o m l i n e i s , you've 

been t a l k i n g w i t h Santa Fe, as Mr. Green 

t e s t i f i e d , f o r s e v e r a l months, i s t h a t r i g h t ? 

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

Q. At t h i s t i m e t h e r e ' s no agreement 

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

t h i s s e c t i o n ? 

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

Q. What p e r c e n t a g e o f t h e ac r e a g e w o u l d be 

v o l u n t a r i l y c o m m i t t e d t o a w e l l i f Y a t e s ' 

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

A. I t w o u l d be 50 p e r c e n t . 
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Q. That w o u l d be i n S e c t i o n 27? 

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

Q . And i n t h e s o u t h h a l f you w o u l d have 

87-1/2 p e r c e n t ? 

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

Q. On t h e AFE, t h e s e a r e t h e t o t a l s t h a t 

were r e v i e w e d by Mr. R o b e r t s ? 

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

Q. I t shows d r y h o l e c o s t s o f $160,000 and 

$435,500 f o r a c o m p l e t e d w e l l ? 

A. Yes, t h a t i s r i g h t . 

Q. W i l l Y a t e s c a l l a w i t n e s s t o f u r t h e r 

r e v i e w t h e Y a t e s AFE c h a r g e s ? 

A. Yes, t h e y w i l l . 

Q. I s E x h i b i t E an a f f i d a v i t c o n f i r m i n g 

t h a t n o t i c e o f t o d a y ' s h e a r i n g has been p r o v i d e d 

i n a c c o r d a n c e w i t h OCD r u l e s ? 

A . Yes, s i r . 

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

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

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

A. Those r a t e s were s u b m i t t e d i n our 

o p e r a t i n g agreement as $5,400 p e r month f o r 

d r i l l i n g and $540 f o r o p e r a t i n g . 

Q. Those a r e above t h e AFE c o s t s p r o p o s e d 
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by S a n t a Fe? 

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

Q. How d i d you d e r i v e t h e s e f i g u r e s ? 

A. Those a r e t h e f i g u r e s t h a t Y a t e s uses 

s t r a i g h t a c r o s s t h e b o a r d on a l l t h e w e l l s f o r 

t h i s d e p t h . We're n o t g o i n g t o change them, and 

t h e y ' r e n o t g o i n g t o be changed j u s t f o r t h i s 

h e a r i n g . T h a t ' s what we use, $5,400 and $540. 

Q. These a r e above t h e E r n s t and Young--

A. I b e l i e v e t h a t t h e y ' r e s l i g h t l y above 

i t . 

Q. And you w o u l d r e q u e s t t h a t t h e Ya t e s 

f i g u r e s be i n c o r p o r a t e d i n an o r d e r ? 

A. Yes. 

Q. I f t h e Examiner d e s i r e s t o go t o t h e 

E r n s t and Young f i g u r e s , you w o u l d a l s o a c c e p t 

t h a t ? 

A. We w o u l d p r o b a b l y a c c e p t t h a t . 

Q. Does 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 seek 

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

A. Yes, s i r . 

Q. W i l l Y a t e s a l s o c a l l g e o l o g i c a l and 

e n g i n e e r i n g w i t n e s s e s t o r e v i e w q u e s t i o n s 

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

A. Yes, s i r . 
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Q. Were E x h i b i t s A t h r o u g h E p r e p a r e d by 

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

A . Yes, s i r . 

MR. CARR: At t h i s t i m e , Mr. S t o g n e r , 

we 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 A 

t h r o u g h E. 

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

EXAMINER STOGNER: E x h i b i t s A t h r o u g h E 

w i l l be a d m i t t e d i n t o 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. B u l l o c k . 

EXAMINER STOGNER: Mr. Br u c e , y o u r 

w i t n e s s . 

EXAMINATION 

BY MR. BRUCE: 

Q. Mr. B u l l o c k , has Ya t e s had any 

d i s c u s s i o n s w i t h M a r a t h o n r e g a r d i n g t h e 

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

A. We s u b m i t t e d i n f o r m a t i o n t o them 

i n d i c a t i n g o u r p r o p o s e d l o c a t i o n . We r e c e i v e d no 

o b j e c t i o n . 

Q. You d o n ' t have a w r i t t e n w a i v e r f r o m 

them? 

A. W e l l , l e t ' s see. I b e l i e v e t h a t ' s p a r t 

o f o u r - - i s t h a t i n c l u d e d i n t h e a f f i d a v i t o f 
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m a i 1 i n g ? 

MR. CARR: T h a t ' s j u s t n o t i c e . 

A. That was j u s t t h e n o t i c e . No, we do 

n o t have a - - t h e y were n o t i f i e d . We've r e c e i v e d 

n o t h i n g back f r o m them. 

MR. BRUCE: Mr. Exami n e r , I w o u l d l i k e 

t o n o t e f o r t h e r e c o r d t h a t Mr. K e l l a h i n has 

e n t e r e d an appearance i n t h e s e two cases on 

b e h a l f o f M a r a t h o n , a w r i t t e n e n t r y o f 

ap p e a r a n c e . 

EXAMINER STOGNER: I'm n o t s u r e I ' v e 

seen i t . Oh, yes I do have i t , d a t e d - -

MR. BRUCE: December 1 1 t h , I b e l i e v e ? 

EXAMINER STOGNER: We r e c e i v e d i t on 

December 1 1 t h , and t h a t ' s i n Case 10628. I'm 

assu m i n g I have a p l a n i n 10629. Yes, I do. 

I ' l l t a k e n o t i c e o f t h a t , and i t ' s made p a r t o f 

t h e r e c o r d , Mr. B r u c e . 

MR. BRUCE: Okay. 

Q. And a l t h o u g h i t ' s n o t i n e v i d e n c e , Mr. 

B u l l o c k , you s u b m i t t e d t o Santa Fe an o p e r a t i n g 

agreement t o g e t h e r w i t h y o u r p r o p o s a l l e t t e r , d i d 

you n o t ? 

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

Q. And t h a t o p e r a t i n g agreement o n l y 
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c o v e r e d t h e s o u t h h a l f , i s t h a t c o r r e c t ? 

A. Yes, t h a t i s c o r r e c t . 

Q. Why d i d n ' t i t c o v e r a l l o f S e c t i o n 27? 

A. W e l l , o ur p r o p o s e d w e l l was a Morrow 

p r o p o s a l , and t h a t was what we were d r i l l i n g , t o 

t h e Morrow, and t h a t ' s a l l i t c o v e r e d was t h e 

Morrow. 

Q . Were you aware a t t h e t i m e you 

s u b m i t t e d t h i s t h a t t h e C i s c o Canyon s p a c i n g was 

640 a c r e s ? 

A. I b e l i e v e I was, y e s . Uh-huh. 

Q. Has Y a t e s made any p r o p o s a l as t o how 

t h e r e w o u l d be a c o s t s h a r i n g between Y a t e s and 

Santa Fe, between t h e Morrow, w h i c h i s on 320 and 

t h e Canyon w h i c h i s on 6 4 0 - a c r e s p a c i n g , 

c o n s i d e r i n g t h e d i f f e r e n c e i n o w n e r s h i p between 

t h o s e two f o r m a t i o n s ? 

A. That o p e r a t i n g agreement d i d n o t 

p r o v i d e f o r t h a t , no, i t d i d n o t . 

Q. You d o n ' t have any p r o p o s a l ? 

A. Our p r o p o s a l w o u l d be, i f i t ' s spaced 

on 640 t h e c o s t s w o u l d be s h a r e d 50/50. Based 

upon t h e s o u t h h a l f , t h e c o s t w o u l d be s h a r e d 

87-1/2 Y a t e s and 12-1/2 p e r c e n t Santa Fe. 

Q. Now, y o u r l e t t e r t o Santa Fe a l s o made 
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a p r o p o s a l to t r a d e a c r e a g e ? 

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

Q. Did you ever make t h a t p r o p o s a l before 

S a n t a Fe completed or d r i l l e d the R i g h t Hand 

Canyon w e l l ? 

A. I am going to look at my notes h e r e . 

That p r o p o s a l was probably made at a l a t e r d a t e . 

Q. A f t e r Y a t e s was aware t h a t Santa Fe had 

d r i l l e d the Ri g h t Hand Canyon w e l l ? 

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

Q. And Y a t e s ' proposed u n i t does maximize 

Y a t e s ' a c r e a g e i n the Morrow, does i t not? 

A. As f a r as a south h a l f l o c a t i o n , y e s , 

i t wou1d. 

Q. And i t o b v i o u s l y b e n e f i t s from the 

Morrow t e s t w e l l , the Ri g h t Hand Canyon w e l l , i s 

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

A. I t may, y e s . T h a t ' s a p o s s i b i l i t y . 

Q. Does Y a t e s have BLM a p p r o v a l of i t s 

s u r f a c e l o c a t i o n ? 

A. No, i t does not. We submi t t e d the APD 

on 10/29/92, and as of t h i s date we do not have 

a p p r o v a l from the BLM f o r t h i s a p p l i c a t i o n . 

Q. Now, i n your d i s c u s s i o n s w i t h Mr. 

Green, d i d you a l s o r e l a t e to him t h a t Y a t e s 
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wanted t o i n c l u d e a c r e a g e i n S e c t i o n s 24 and 25 

t o t h i s p r o p o s e d s i x - s e c t i o n w o r k i n g i n t e r e s t 

u n i t ? 

A. I t was a l w a y s , because o f our a c r e a g e 

h o l d i n g s i n t h a t a r e a , Mr. Y a t e s wanted f o r t h i s 

w e l l t o be r o u g h l y 50/50. And, y e s , we d i d 

s u g g e s t t h a t some o f our l e a s e be i n c l u d e d i n t h e 

s i x - s e c t i o n w o r k i n g i n t e r e s t u n i t t o b r i n g i t up 

t o t h a t 1 e v e 1 . 

Q. And y o u ' r e r e f e r r i n g t o Mr. John Yates? 

A. T h a t ' s c o r r e c t . And I w o u l d l i k e t o 

c l a r i f y a p o i n t t h a t Mr. Green made h e r e , i f you 

want t o g e t i n t o t h a t . 

I t was n o t our i n t e n t i o n t o o p e r a t e t h e 

e n t i r e u n i t , as he t e s t i f i e d . Mr. Y a t e s and I 

communicated t h i s t o Mr. Green s e v e r a l t i m e s . We 

w o u l d o p e r a t e where our i n t e r e s t was g r e a t e r on a 

s p a c i n g u n i t , and l i k e w i s e Santa Fe w o u l d o p e r a t e 

where t h e i r i n t e r e s t was g r e a t e r . That i s what I 

communicated t o him s e v e r a l t i m e s . 

Q. Now, Mr. Y a t e s ' p r o p o s a l t o j o i n 

S e c t i o n s 24 and 25, was t h a t made w i t h o u t t h e 

b e n e f i t o f any g e o l o g y ? 

A. Yes. 

MR. BRUCE: I d o n ' t have a n y t h i n g 
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f u r t h e r . 

EXAMINER STOGNER: Mr. C a r r ? 

MR. CARR: I d o n ' t have a n y t h i n g 

f u r t h e r , Mr. S t o g n e r . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. I want t o d o u b l e - c h e c k and make s u r e I 

g o t t h e o v e r h e a d c h a r g e s a g a i n , o f $5,400 f o r 

d r i l l i n g ? 

A. $5,400 and $540. 

EXAMINER STOGNER: I have no o t h e r 

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

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

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

Mr. C a r r ? 

MR. CARR: At t h i s t i m e we w o u l d c a l l 

Mr. May. 

BRENT MAY 

EXAMINATION 

BY MR. CARR: 

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

r e c o r d , p l e a s e . 

A . B r e n t May. 

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

A . A r t e s i a , New M e x i c o . 
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Q. By whom a r e you employed and i n what 

c a p a c i t y ? 

A. Y a t e s P e t r o l e u m , as a p e t r o l e u m 

g e o l o g i s t . 

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

t h i s D i v i s i o n ? 

A. Yes, I have. 

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

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

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

A. Yes, t h e y were. 

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

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

A. Yes, I am. 

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

t h e a r e a 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: Are t h e w i t n e s s ' s 

q u a l i f i c a t i o n s a c c e p t a b l e ? 

EXAMINER STOGNER: Any o b j e c t i o n s ? 

MR. BRUCE: No, s i r . 

EXAMINER STOGNER: Mr. May i s so 

q u a l i f i e d . 

Q. Mr. May, you were p r e s e n t h e r e t o d a y 

when Mr. D a v i s t e s t i f i e d . Do you ag r e e w i t h h i s 
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t e s t i m o n y t h a t t h e p r o p o s e d w e l l s a r e p r o j e c t e d 

i n t o what a p p e a r s t o be, a c t u a l l y - - h o p e f u l l y 

w o u l d be an o i l zone, somewhat l i k e Dagger Draw? 

A. As f a r as r e l a t i n g t h e Dagger Draw t o 

t h i s a r e a , I a g r e e w i t h t h a t , y e s . 

Q. How do t h e r o c k c h a r a c t e r i s t i c s 

compare ? 

A. T h e y ' r e v e r y s i m i l a r . I t ' s t h e same 

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

Draw c a r r i e s down i n t o t h e I n d i a n B a s i n . 

Q. C o u l d you r e l a t e or e x p l a i n where t h e 

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

b o u n d a r i e s o f t h e I n d i a n B a s i n Upper Penn p o o l ? 

A. I t ' s t o t h e e a s t . 

Q. I s i t c l o s e t o t h e edge o f t h e - -

A. I t ' s c l o s e t o t h e edge of t h e gas p o o l , 

yes . 

Q. What i s t h e c u r r e n t s t a t u s o f t h i s 

w e l 1 ? 

A. I t ' s c u r r e n t l y t h e Old Pan A m e r i c a n 

Pardue Gas U n i t # 1 , w h i c h was a p l u g g e d and 

abandoned w e l l . Y a t e s p l a n s t o r e e n t e r i t . I t s 

p r e s e n t d e p t h i s i n t h e Upper Penn o r Canyon 

f o r m a t i o n a t 8038 f e e t . 

Q. And a b o u t t o what d e p t h do you i n t e n d 
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t o t a k e t h e w e l l ? 

A. As I s a i d b e f o r e , Y a t e s p l a n s t o 

r e e n t e r t h e w e l l and deepen i t t o a p p r o x i m a t e l y 

10,350 f e e t t o t e s t t h e h y d r o c a r b o n p o t e n t i a l o f 

t h e Upper Penn, o r Canyon, and t h e Morrow 

f o r m a t i o n . 

Q. As f o r t h e Santa Fe p r o p o s a l , t h e 

p r i m a r y o b j e c t i v e s a r e t h e Upper Penn and t h e 

Morrow, i s t h a t r i g h t ? 

A. Yes. 

Q. Cou l d you j u s t g e n e r a l l y d e s c r i b e 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 Morrow and t h e 

Upper Penn? 

A. You want me t o go t h r o u g h my e x h i b i t s 

w i t h t h i s ? 

Q. W e l l , I t h i n k i f you c o u l d j u s t g i v e us 

a g e n e r a l o v e r v i e w as t o what we're t a l k i n g 

a b o u t ? 

A. Okay. The Canyon d o l o m i t e , b o t h t h e 

d o l o m i t e and t h e Morrow a r e p r i m a r y o b j e c t i v e s . 

The d o l o m i t e o f t h e Canyon i s t h e r e s e r v o i r , as 

Mr. D a v i s s t a t e d e a r l i e r , and t h e l i m e s t o n e and 

s h a l e s a r e n o t o f r e s e r v o i r q u a l i t y . 

The d o l o m i t e i n t h i s l e a s e i s a c t u a l l y 

t h e e a s t edge o f t h e I n d i a n B a s i n , Upper Penn 
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p o o l , t h e same d o l o m i t e . B a s i c a l l y t h e l e n s a r e 

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

t i g h t l i m e s t o n e . 

The Morrow sands, i n my o p i n i o n , a r e 

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

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

Y a t e s E x h i b i t No. 1, y o u r c r o s s - s e c t i o n . I w o u l d 

ask you t o f i r s t i d e n t i f y t h a t and t h e n r e v i e w 

t h e i n f o r m a t i o n on t h a t e x h i b i t f o r t h e Examiner. 

A l l r i g h t . L e t ' s go t o E x h i b i t No. 1 and i f you 

w o u l d r e v i e w i t , p l e a s e ? 

A. T h i s i s c r o s s - s e c t i o n A - A'. I t ' s 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 s e c t i o n s h o w i n g t h e Canyon d o l o m i t e and 

l i m e s t o n e , and t h e b o t t o m s e c t i o n s h o w i n g t h e 

Morrow. 

I n t h e upper s e c t i o n t h e Canyon 

d o l o m i t e i s shaded i n b l u e and t h e l i m e s t o n e i s 

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

s o u t h on t h e r i g h t . On t h e e x t r e m e l e f t s i d e we 

have t h e R a l p h Lowe S t a p l e No. 1 i n S e c t i o n 22. 

P r o c e e d i n g i n t o t h e n o r t h h a l f o f S e c t i o n 27, we 

have t h e Anadarko Pardue Farms # 1 . Then t o t h e 

s o u t h h a l f o f S e c t i o n 27, t h e Pan A m e r i c a n Pardue 

Gas U n i t # 1 , w h i c h i s t h e p r o p o s e d Y a t e s 

RODRIGUEZ 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 

17 

18 

1 9 

20 

2 1 

22 

23 

24 

25 

117 

r e e n t r y . 

And t h e n down i n t o S e c t i o n 34, t h e 

Santa Fe Energy R i g h t Hand Canyon F e d e r a l 34 # 1 , 

and t h e n down i n t o Township 22 S o u t h , 24 East i n 

S e c t i o n 3, t h e C u r t i s Inman W a l t Canyon U n i t # 1 . 

The datum on t h e Canyon i s t h e t o p o f 

t h e Canyon c a r b o n a t e . I w o u l d l i k e t o p o i n t o u t , 

t h e DST i n t e r v a l s and p e r f o r a t e d i n t e r v a l s a r e 

marked i n t h e Anadarko Pardue Farms # 1 . Th e r e ' s 

two DSTs i n t h e p r o p o s e d Y a t e s r e e n t r y , t h e r e a r e 

two DSTs i n t h e Canyon, and i n t h e W a l t Canyon 

U n i t #1 t h e r e a r e t h r e e DSTs i n t h e Canyon. 

You m i g h t n o t e t h a t t h e d o l o m i t e f r o m 

n o r t h t o s o u t h , g o i n g f r o m S e c t i o n 22 i n t o 27 i s 

t h i c k e n i n g , e s p e c i a l l y when i t g e t s i n t o S e c t i o n 

27 . 

Q. Going back t o t h e DSTs, and e s p e c i a l l y 

i n t h e Anadarko Pardue Farms #1 and Pan A m e r i c a n 

Pardue Gas U n i t # 1 , t h e f i r s t DST i n t h e Anadarko 

w e l l a t t h e t o p o f t h e d o l o m i t e p r o d u c e d 110,000 

c u b i c f e e t o f gas, 1800 f e e t o f heavy o i l and gas 

c u t mud. 

The second DST, a l i t t l e b i t f u r t h e r 

down, r e c o v e r e d 130,000 c u b i c f e e t o f gas and 

2600 f e e t o f heavy o i l and gas c u t mud. 
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Moving o v e r t o t h e p r o p o s e d Y a t e s 

r e e n t r y , t h e f i r s t DST t a k e n was a c t u a l l y t h e 

b o t t o m one and i t p r o d u c e d 275,000 c u b i c f e e t o f 

gas w h i c h d e c r e a s e d t o t o o s m a l l o f a measure a t 

t h e end o f t h e t e s t , and i t r e c o v e r e d 280 f e e t o f 

o i l and gas c u t mud and 1830 f e e t o f s u l f u r 

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

s e c t i o n . 

The second t e s t , w h i c h was a s t r a d d l e 

t e s t , w h i c h a p p e a r s t o be i n t h e Canyon l i m e , 

p r o d u c e d 114,000 c u b i c f e e t o f gas. That a g a i n 

d e c r e a s e d t o t o o s m a l l t o measure a t t h e end o f 

t h e t e s t , p l u s 60 f e e t o f gas c u t mud, 90 f e e t o f 

s l i g h t l y o i l and gas c u t mud, and 90 f e e t o f 

heavy o i l and gas c u t mud. 

I m i g h t n o t e t h a t my d o l o m i t e l i m e , t h e 

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

r e e n t r y i s a l i t t l e b i t h i g h e r t h a n what t h e 

sample l o g s show, and t h a t ' s my i n t e r p r e t a t i o n 

g o i n g o f f t h i s s o n i c l o g . The Gamma Ray was a 

l i t t l e b i t c l e a n e r g o i n g h i g h e r up, so, i n my 

o p i n i o n , t h e d o l o m i t e c o u l d be a l i t t l e b i t 

h i g h e r t h a n what t h e sample l o g d e s c r i b e d i t . 

The sample l o g a c t u a l l y showed t h e d o l o m i t e 

s t a r t i n g a t a d e p t h o f 8000 f e e t . 
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Over i n t h e Santa Fe Energy R i g h t Hand 

Canyon w e l l , b a s i c a l l y a l l t h e y had was a cased 

h o l e Gamma Ray n e u t r o n l o g t h r o u g h t h i s i n t e r v a l 

s i n c e t h e y l o s t c i r c u l a t i o n . You c a n ' t d e t e r m i n e 

t h e d i f f e r e n c e between l i m e s t o n e and d o l o m i t e 

f r o m t h i s l o g , and I d i d n o t have access t o 

sample l o g s o r mud l o g s , so I made t h e a s s u m p t i o n 

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

w h o l e s e c t i o n . T h a t ' s why I have t h e q u e s t i o n 

marks a t t h e base o f t h e d o l o m i t e l i m e t h r o u g h 

t h i s a r e a . 

Q. Are t h e r e w e l l s i n t h e a r e a where t h e 

sands were a c t u a l l y wet? 

A. I ' l l g e t t o t h e Morrow on t h a t i n j u s t 

a m i n u t e . I guess t h a t ' s a b o u t a l l I wanted t o 

say. Oh, I j u s t w a n ted t o p o i n t o u t , t o o , on t h e 

Walt Canyon t h e y had s u b s t a n t i a l shows o f o i l i n 

t h e t o p o f t h e d o l o m i t e i n t h a t w e l l , t o o . 

Moving down t o t h e Morrow c r o s s - s e c t i o n 

a t t h e b o t t o m o f t h i s page, t h e datum was t h e t o p 

of what I c a l l t h e Morrow c l a s t i c s e c t i o n , w h i c h 

i s a l i t t l e b i t d i f f e r e n t f r o m Mr. D a v i s ' . I 

d i v i d e d t h e Morrow c l a s t i c s l o o s e l y up i n t o an A 

and a B s e c t i o n . 

EXAMINER STOGNER: H o l d on a second 
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w h i l e I c l o s e t h e d o o r . 

MR. CARR: And c o u l d we t u r n up t h e 

h e a t , p l e a s e ? 

[ D i s c u s s i o n o f f t h e r e c o r d . ] 

Q. A l l r i g h t . Do you want t o c o n t i n u e , 

Mr. May? 

A. Yes. I j u s t want t o p o i n t o u t , we have 

t h e Lower Morrow marked and a s e c t i o n b elow t h a t , 

w h i c h i s l o o s e l y a Y a t e s ' i n - h o u s e t e r m c a l l e d 

t h e A u s t i n c y c l e , w h i c h i s j u s t t h e l o w e r s e c t i o n 

o f t h e Penn. When we p e n e t r a t e t h a t we're 

a s s u r e d t h a t we're t h r o u g h most o f t h e p r o d u c t i v e 

sands i n t h e Morrow. 

I w o u l d l i k e t o p o i n t o u t t h a t t h e sand 

t h a t Mr. D a v i s , I b e l i e v e , c a l l e d h i s b a s a l Upper 

Morrow sand, i s shown i n my Morrow c l a s t i c s A 

S e c t i o n . I n t h e Anadarko Pardue Farms # 1 , i t 

ap p e a r s t o have v e r y good p o r o s i t y , b u t i t does 

on l o g c a l c u l a t i o n s c a l c u l a t e t o be a l i t t l e wet 

i n my o p i n i o n . 

Going o v e r t o Santa Fe's w e l l , t h e same 

sand a p p e a r s and l o o k s even b e t t e r and a g a i n , i n 

my o p i n i o n , I t h i n k t h a t t h a t sand i s a l i t t l e on 

t h e wet s i d e . They d i d DST i t and r e c o v e r e d a 

good amount o f gas, b u t i t a p p e a r s t h a t i t may 
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p r o d u c e a l i t t l e b i t o f w a t e r , t o o . 

Q. A l l r i g h t . L e t ' s go t o y o u r s t r u c t u r e 

map o f t h e Canyon, w h i c h i s E x h i b i t No. 2. Can 

you i d e n t i f y t h e c o n t o u r i n t e r v a l and t h e n 

i d e n t i f y t h a t and r e v i e w t h a t e x h i b i t f o r Mr. 

S t o g n e r . 

A. T h i s i s a Canyon s t r u c t u r e map. The 

t o p o f t h e Canyon c a r b o n a t e a g a i n i s 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 

w i t h a l a r g e nose down t o t h e s o u t h o f S e c t i o n 

27 . 

The p r o p o s e d Y a t e s r e e n t r y i s c i r c l e d 

i n b l u e , and t h e Santa Fe l o c a t i o n , n o t t h e i r 

p r e s e n t l o c a t i o n now, b u t t h e l o c a t i o n o f 500 

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

I m i g h t p o i n t o u t t h a t t h e Ya t e s 

r e e n t r y a l o n g w i t h t h e Pardue Farms # 1 , w h i c h i s 

i n t h e n o r t h h a l f o f 27, t h e d r y h o l e s y m b o l , as 

I s t a t e d on t h e c r o s s - s e c t i o n , b o t h had shows o f 

o i l on d r i l l stem t e s t s i n t h e Canyon. 

I n my o p i n i o n , r e l y i n g on t h o s e two 

t e s t s and p l u s w i t h t h e one t e s t down i n S e c t i o n 

3 i n t h e W a l t Canyon Inman w e l l , w h i c h i s j u s t 

above t h e minus 4000 s t r u c t u r e l i n e , b o t h t h e 

Santa Fe l o c a t i o n and t h e Y a t e s l o c a t i o n s h o u l d 
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be s t r u c t u r a l l y h i g h enough t o p r o d u c e o i l o u t o f 

t h i s zone. 

Q. L e t ' s move t o t h e Canyon i s o l i t h map, 

y o u r E x h i b i t No. 3. 

A. I m i g h t p o i n t o u t a g a i n t h e two 

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

r e d t r i a n g l e s showed t h e w e l l s t h a t had shows o f 

o i l on DST. 

T h i s i s o l i t h map r e p r e s e n t s t h e Canyon 

d o l o m i t e and shows i t s t h i c k n e s s e s and l i m i t s . I 

a l s o m i g h t p o i n t o u t t h a t t h e v a l u e s i g n s t h a t 

have p l u s e s b e s i d e them i n d i c a t e t h a t t h e 

d o l o m i t e was n o t f u l l y p e n e t r a t e d and so t h e t r u e 

t h i c k n e s s i s unknown. 

L o o k i n g a t t h i s map, most o f t h e 

l o c a t i o n s i n 27 s h o u l d have a s u f f i c i e n t 

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

p r oduc t i o n . 

Q. A l l r i g h t , Mr. May, l e t ' s go down t o 

t h e Morrow. I f you c o u l d r e f e r t o y o u r Morrow 

s t r u c t u r e map, E x h i b i t No. 4, i d e n t i f y and r e v i e w 

t h i s f o r Mr. S t o g n e r . 

A. T h i s i s t h e 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 Lower Morrow as a 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 and a g a i n a 
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nose down t o t h e s o u t h o f S e c t i o n 27. B a s i c a l l y 

what I'm s h o w i n g h e r e , i s b o t h t h e Y a t e s r e e n t r y 

and t h e Santa Fe Energy 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 Pardue Farms # 1 , w h i c h I p o i n t e d o u t I 

t h o u g h t had a wet sand i n i t , and Santa Fe's 

R i g h t Hand Canyon w e l l , w h i c h I t h i n k c o u l d 

p r o d u c e some w a t e r i n t h a t . 

So I t h i n k s t r u c t u r a l l y t h e s e two 

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

t h o s e two w e l l s . 

Q. L e t ' s go now t o E x h i b i t No. 5, t h e 

i s o l i t h on t h e Morrow. Review t h a t , p l e a s e . 

A. T h i s map r e p r e s e n t s t h e sands o f t h e 

t o t a l Morrow c l a s t i c s e c t i o n and shows t h e l i m i t s 

o f t h a t sand d e p o s i t i o n . T h i s i s o l i t h 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 58 P I u n i t s 

or l e s s , and i t 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 s . 

The map shows t h a t a w e l l l o c a t e d 

w i t h i n t h e 5 0 - f o o t c o n t o u r i n t e r v a l c o u l d have a 

b e t t e r chance f o r e n c o u n t e r i n g r e s e r v o i r q u a l i t y 

s ands. The S t a p l e #1 up i n S e c t i o n 22, i n my 

o p i n i o n , and w h i c h I f o r g o t t o p o i n t o u t on t h e 

c r o s s - s e c t i o n , b u t I t h i n k Mr. D a v i s a l l u d e d t o 

i t , t h a t w e l l had a DST and i t l o o k s l i k e i t came 
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f r o m a t h i c k Morrow sand i n t h e Morrow c l a s t i c 

s e c t i o n , and t h a t p r o d u c e d up t o 1.6 m i l l i o n o f f 

t h a t DST. I n my o p i n i o n , t h a t s h o u l d have been a 

Morrow c o m p l e t i o n . 

The Anadarko Pardue Farms #1 i n t h e 

n o r t h h a l f o f S e c t i o n 27 had t h e one q u a l i t y sand 

w h i c h Mr. D a v i s t e r m e d t h e b a s a l Upper Morrow 

sand; b u t as I r e f e r r e d t o e a r l i e r , i t l o o k s wet 

t o me. I t had a few o t h e r sands, b u t t h e y were 

v e r y low p o r o s i t y v a l u e s . 

M oving down t o Santa Fe's R i g h t Hand 

Canyon 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 

34, t h a t w e l l had b a s i c a l l y two sands. The one 

w h i c h t h e y had a good DST o f f o f and I t h i n k 

c o u l d p r o d u c e some w a t e r . And a n o t h e r one below 

i t , w h i c h was a l i t t l e on t h e t i g h t s i d e , b u t 

b o t h have s u f f i c i e n t t h i c k n e s s e s . 

U s i n g t h o s e w e l l s , t h a t ' s k i n d o f what 

I based t h e 50 c o n t o u r c u t o f f on, and p l u s my 

knowledge o f t h e a r e a . Some o f t h e o t h e r a r e a s 

t h a t I ' v e worked i n t h i s i m m e d i a t e r e g i o n , I ' v e 

used t h e same c u t o f f . 

You m i g h t n o t e t h a t t h e Y a t e s r e e n t r y 

s h o u l d have a p p r o x i m a t e l y 55 f e e t o f sand 

p r e s e n t , p o s s i b l y g i v i n g i t a b e t t e r chance o f 
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e n c o u n t e r i n g q u a l i t y sands, as opposed t o t h e 

p r o p o s e d Santa Fe Energy l o c a t i o n , w h i c h w i l l 

h a v e - - I s a i d 45 f e e t a t t h i s l o c a t i o n b u t t h e i r 

new l o c a t i o n may have a l i t t l e b i t more. I want 

t o s t a t e , t h e r e i s a l i t t l e b i t o f a d i f f e r e n c e 

between t h e s e two l o c a t i o n s , b u t i n my o p i n i o n 

t h e y ' r e v e r y s i m i l a r . 

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

Y a t e s 1 E x h i b i t No. 6. I d e n t i f y t h i s e x h i b i t and 

t h e n e x p l a i n t o Mr. S t o g n e r what y o u ' r e t r y i n g t o 

show w i t h t h i s ? 

A. T h i s j u s t shows t h e d i f f e r e n t Santa Fe 

l o c a t i o n s t h a t I ' v e l e a r n e d a l l t h r o u g h t h e 

c o u r s e o f our n e g o t i a t i o n s , and o f c o u r s e i t 

d o e s n ' t have t h e l a s t one on i t . The s o u r c e o f 

t h i s i n f o r m a t i o n was t h r o u g h v e r b a l c o m m u n i c a t i o n 

w i t h Mr. D a v i s i n phone c o n v e r s a t i o n s d u r i n g t h e 

week o f O c t o b e r 2 6 t h t h r o u g h t h e 3 0 t h , 1992. 

I m i g h t p o i n t o u t f i r s t t h a t t h e 

l o c a t i o n s a r e t h e orange c i r c l e s and t h e y a r e 

c h r o n o l o g i c a l l y numbered. And t h e Y a t e s r e e n t r y 

i s t h e r e d d r y h o l e marker i n t h e s o u t h h a l f o f 

27 . 

T h e i r f i r s t l o c a t i o n , t h e way I 

u n d e r s t a n d i t , was l o c a t e d 660 f e e t f r o m t h e 
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s o u t h l i n e and 1980 f r o m t h e west l i n e o f S e c t i o n 

27. That i s an o r t h o d o x l o c a t i o n f o r a lay-d o w n 

3 2 0 - a c r e Morrow s p a c i n g u n i t . 

I n t h e c o u r s e o f our c o n v e r s a t i o n Mr. 

D a v i s s a i d t h a t t h e BLM r e q u e s t e d t h a t t h e y move 

t h a t l o c a t i o n , because o f t o p o g r a p h y , t o 1300 

f e e t f r o m t h e s o u t h l i n e and 1350 f r o m t h e w e s t . 

And i f I'm i n c o r r e c t on some o f t h e s e f o o t a g e s , 

I'm s u r e Mr. D a v i s can c o r r e c t me. T h a t ' s 

b a s i c a l l y 200 f e e t away f r o m t h e p r o p o s e d Y a t e s 

r e e n t r y . 

I n a l a t e r phone c o n v e r s a t i o n a c o u p l e 

of days p a s t t h e f i r s t one, Mr. D a v i s s t a t e d t h a t 

t h e l o c a t i o n had t h e n been moved t o 500 f e e t f r o m 

t h e s o u t h l i n e and 660 f e e t f r o m t h e west l i n e , 

because he had remapped t h e a r e a . 

The c o n c l u s i o n I draw f r o m t h i s , t h e y 

had gone f r o m one, two, t h r e e and now f o u r 

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

q u a r t e r o f S e c t i o n 27. I t a p p e a r s t o me t h a t 

t h e y ' r e g e o l o g i c a l l y c o m f o r t a b l e w i t h any 

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

c r u x o f my p r e s e n t a t i o n h e r e . 

I t h i n k t h e Y a t e s ' l o c a t i o n and t h e 

Santa Fe l o c a t i o n a r e v e r y s i m i l a r , g e o l o g i c a l l y . 
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Q. Mr. May, i s E x h i b i t No. 7 a w r i t t e n 

summary o f y o u r g e o l o g i c a l p r e s e n t a t i o n ? 

A. Yes, i t i s . 

Q. What g e o l o g i c a l c o n c l u s i o n s can you 

r e a c h o r have you j u s t s t a t e d t h o s e ? 

A. I t h i n k I j u s t s t a t e d them. 

Q. I n essenc e , b o t h a r e g e o l o g i c a l l y 

c o m p a r a b l e ? 

A. T h a t ' s my o p i n i o n . 

Q. Were E x h i b i t s 1 t h r o u g h 7 p r e p a r e d by 

you o r c o m p i l e d under y o u r d i r e c t i o n . 

A. Yes, t h e y were. 

MR. CARR: At t h i s t i m e , Mr. S t o g n e r , I 

w o u l d move Y a t e s ' E x h i b i t s 1 t h r o u g h 7. 

EXAMINER STOGNER: Any o b j e c t i o n ? 

MR. BRUCE: No, s i r . 

EXAMINER STOGNER: E x h i b i t s 1 t h r o u g h 7 

w i l l be a d m i t t e d i n t o e v i d e n c e a t t h i s t i m e . 

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

Mr. May. 

EXAMINER STOGNER: Thank y o u , Mr. 

Ca r r . 

I had p u t t h a t i n t o make s u r e i t was 

Mr. Bruce ? 

EXAMINATION 
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BY MR. BRUCE: 

Q. I j u s t want t o r e c o n f i r m a few t h i n g s , 

Mr. May. I d o n ' t t h i n k we need t o s t r e t c h o u t 

t h e c r o s s - s e c t i o n you have, b u t do you agre e w i t h 

Mr. D a v i s t h a t a t Y a t e s p r o p o s e d r e e n t r y , t h e r e 

i s l i m e s t o n e on t o p o f t h e d o l o m i t e ? 

A. Yes, t h e r e i s . But t h e f i r s t DST was 

d e f i n i t e l y i n t h e d o l o m i t e and t h e y d e f i n i t e l y 

d i d r e c o v e r o i l and w a t e r c o m p a r a b l e t o t h e 

Dagger Draw DSTs. 

Q. You d i d say t h a t you w o u l d a n t i c i p a t e a 

c o m p l e t i o n a t e i t h e r t h e Santa Fe or t h e Y a t e s 

l o c a t i o n i n t h e Upper Penn t o be more o f a Dagger 

Draw t y p e w e l l t h a n an I n d i a n B a s i n gas w e l l ? 

A. T h a t ' s what I a n t i c i p a t e . I f e e l l i k e 

t h a t when we d r i l l i n t o t h e Canyon, we're n o t 

g o i n g t o a gas w e l l h e r e . I t ' s e i t h e r g o i n g t o 

be o i l , w a t e r o r b o t h . P r o b a b l y o i l and w a t e r , 

o r w a t e r . 

Q. I s y o u r s t r u c t u r e map on t h e t o p o f t h e 

Canyon, i s t h a t on t h e t o p o f t h e d o l o m i t e ? 

A. T h a t ' s on t o p o f t h e c a r b o n a t e , so i t ' s 

a l i t t l e b i t d i f f e r e n t f r o m Mr. D a v i s ' . 

Q. Do I i n t e r p r e t i t c o r r e c t l y t o show 

t h a t Santa Fe's l o c a t i o n w o u l d g a i n some 
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s t r u c t u r e o v e r Y a t e s ' p r o p o s e d r e e n t r y ? 

A. Yes, i t w o u l d , as f a r as t h e d o l o m i t e 

goes . 

Q. The Anadarko 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 27, do you know i t s f o o t a g e 

l o c a t i o n ? 

A. I b e l i e v e i t i s - - w e l l , t h a t s h o u l d be 

on t h e c r o s s - s e c t i o n . I have i t 2310 f r o m t h e 

n o r t h l i n e and 1980 f r o m t h e west l i n e o f S e c t i o n 

27 . 

Q. I n t h e Pan Am Pardue w e l l , d i d you use 

samples, o r d i d you use a sample l o g t o d e t e r m i n e 

t h e t o p o f t h e d o l o m i t e ? 

A. I used t h e c o m b i n a t i o n o f t h e s o n i c l o g 

and a sample l o g , a c o m m e r c i a l sample l o g , w h i c h 

I t h i n k i s p r o b a b l y s i m i l a r t o what Mr. D a v i s 

s a i d . 

Q. D i d t h e sample l o g show any l i m e s t o n e 

b elow t h e p o i n t where you p u t i t on y o u r 

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

A. Yes, i t d i d . The sample l o g showed 

l i m e g o i n g down t o 8,000 f e e t and, as I d e s c r i b e d 

e a r l i e r , my o p i n i o n i s t h a t t h e d o l o m i t e c o u l d 

have p o s s i b l y come h i g h e r because o f t h e c l e a n e r 

s e c t i o n on t h e gamma r a y . 
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The t h i n g you have t o t a k e i n t o 

a c c o u n t , and t h i s i s j u s t my o p i n i o n , sometimes 

samples a r e n o t good samples o r a r e i n c o r r e c t . 

I t ' s j u s t my o p i n i o n . 

Q. Can you d e f i n i t e l y s e p a r a t e t h e 

l i m e s t o n e f r o m t h e d o l o m i t e by gamma r a y ? 

A. No, n o t d e f i n i t e l y , n o t by any means. 

That s o n i c l o g i s v e r y vague. 

Q. Now r e g a r d i n g t h e Morrow w a t e r 

s a t u r a t i o n , d i d you do t h e c a l c u l a t i o n s on t h a t ? 

A. Yes, I d i d . 

Q. Do you ag r e e w i t h t h e v a l u e s Mr. D a v i s 

ga ve ? 

A. Those a r e p r o b a b l y i n t h e b a l l p a r k , 

y e s . I may have g o t t e n some a l i t t l e b i t h i g h e r , 

b u t t h e y were n o t o u t o f t h e b a l l p a r k by any 

means, no. 

Q. Do you t h i n k t h a t a f o u r p e r c e n t 

d i f f e r e n c e , I t h i n k Mr. D a v i s had 45 p e r c e n t and 

41 p e r c e n t , do you t h i n k t h a t f o u r p e r c e n t 

d i f f e r e n c e s u g g e s t s one i s wet and one i s d r y ? 

A. T h a t ' s v e r y h a r d t o say. I d o n ' t t h i n k 

t h a t ' s a d e f i n i t e l i n e t h a t you can p i c k i n 

between t h e r e . U s u a l l y we c o n s i d e r i n t h e 

Morrow, I was g e t t i n g a r o u n d 50, o r low 50s or 
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h i g h 40s, and t h a t ' s a l i t t l e on t h e wet s i d e , as 

f a r as my o p i n i o n i s . 

Q. When you d i s c u s s e d t h e same w e l l s i n 

S e c t i o n 22 and 27 t h a t Mr. D a v i s d i d , d i d you 

t h i n k t h e w e l l i n S e c t i o n 22, t h e R a l p h Lowe, was 

t h a t a bypass p r o d u c e r i n t h e Morrow, i n y o u r 

op i n i o n ? 

A. Yes, t h a t s h o u l d have been a Morrow 

c o m p l e t i o n , i n my o p i n i o n . 

Q. What a b o u t t h e w e l l s i n S e c t i o n 27? 

A. The Pardue? The Anadarko w e l l ? 

Q. Yes. 

A. I t h i n k t h a t sand i s w e t , and so I 

d o n ' t t h i n k I c o u l d c o n s i d e r i t a Morrow 

c o m p l e t i o n . 

Q. Would t h a t i n d i c a t e t h a t i t m i g h t be 

b e s t t o move as f a r away f r o m t h a t w e l l as 

p o s s i b l e ? 

A. You want t o move away f r o m i t as l o n g 

as you g e t s t r u c t u r a l l y h i g h enough t o where you 

t h i n k y o u ' r e o u t o f t h e w a t e r , and I t h i n k b o t h 

t h e S a n t a Fe and t h e Y a t e s ' l o c a t i o n s w i l l do 

t h a t . 

MR. BRUCE: N o t h i n g f u r t h e r , Mr. 

Examiner. 
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EXAMINER STOGNER: Mr. C a r r , any 

r e d i r e c t ? 

MR. CARR: No r e d i r e c t . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. I'm l o o k i n g a t E x h i b i t No. 6, Mr. May, 

you show t h e t h r e e w e l l l o c a t i o n s and I'm sh o w i n g 

t h e f o u r t h one. Who d i d you t a l k t o or where d i d 

you l e a r n a b o u t t h e s e S a n t a Fe l o c a t i o n s from? 

A. T h i s i s a l l v e r b a l c o m m u n i c a t i o n w i t h 

Mr. D a v i s , t h e Santa Fe g e o l o g i s t . 

Q. Over what k i n d o f t i m e frame a r e we 

t a l k i n g a b o u t ? 

A. We t a l k e d one day o f t h e week o f 

Oc t o b e r 2 6 t h t h r o u g h t h e 3 0 t h , and he t o l d me 

abo u t t h e f i r s t and second l o c a t i o n and t o l d me 

t h e second l o c a t i o n was g o i n g t o be t h e i r 

l o c a t i o n a t t h a t t i m e . 

w h e t h e r i t was two or t h r e e , he c a l l e d me back 

and s a i d t h a t he had remapped and moved i t t o t h e 

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

A few days l a t e r , I c a n ' t remember 

Q. We're t a l k i n g l a t e O c t o b e r , e a r l y 

November ? 

A . Yes . 
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Q. Now, I want t o make s u r e I have my t i m e 

f r a m e s s t r a i g h t h e r e . You s a i d y o u r f i r s t 

c o m m u n i c a t i o n w i t h Mr. D a v i s was O c t o b e r 2 6 t h . 

Was t h a t t h e f i r s t t i m e you t a l k e d t o him about 

any p r o s p e c t o u t he r e ? 

A. I had t a l k e d t o him e a r l i e r a b o u t 

t r y i n g t o g e t t h e l o g s f r o m t h e R i g h t Hand Canyon 

w e l l . But as f a r as p r o s p e c t s , I d o n ' t b e l i e v e 

we d i s c u s s e d any p r o s p e c t s . 

Q. But Oc t o b e r 2 6 t h was t h e f i r s t d a t e 

t h a t you t a l k e d t o him on i t ? 

A. The week o f t h e 2 6 t h was t h e f i r s t t i m e 

I r e c a l l t h a t we t a l k e d a b o u t a p r o s p e c t . 

Q. And t h a t was a week a f t e r t h e APD was 

s u b m i t t e d t o t h e BLM by Yates? 

A. I t h i n k i t was t h e week o f , wasn't i t ? 

MR. BULLOCK: 10/29 i s when i t was 

submi 11ed. 

EXAMINER STOGNER: I t h o u g h t you s a i d 

t h e 22nd, Mr. B u l l o c k . 

MR. BULLOCK: L e t me check. 

EXAMINER STOGNER: S i n c e I'm g o i n g t o 

need a copy o f t h a t , t h a t shows t h e r e c e i p t d a t e 

a t t h e BLM. I w o u l d c e r t a i n l y a p p r e c i a t e t h a t , 

and t h a t m i g h t be i n our f i l e s h e r e . 
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MR. CARR: But we w i l l p r o v i d e a copy 

o f t h e APD, i n any e v e n t . 

EXAMINER STOGNER: So, Mr. B u l l o c k , am 

I c o r r e c t , i s i t t h e 22nd o r t h e 29 t h ? 

MR. BULLOCK: We s u b m i t t e d i t t h e 

2 9 t h . I d o n ' t have t h e d a t e r e c e i v e d . I'm n o t 

s u r e o f t h e d a t e t h e y r e c e i v e d i t . I t ' s d a t e d 

10/29. I won't say t h a t ' s t h e d a t e t h e y r e c e i v e d 

t h a t . 

MR. CARR: W e ' l l c o n f i r m t h a t , Mr. 

S t o g n e r . 

EXAMINER STOGNER: I have no o t h e r 

q u e s t i o n s o f Mr. May a t t h i s t i m e . 

MR. CARR: We have no f u r t h e r q u e s t i o n s 

of Mr. May. 

EXAMINER STOGNER: Mr. C a r r ? 

MR. CARR: At t h i s t i m e we w o u l d c a l l 

Dr. Boneau. 

DR. DAVID FRANCIS BONEAU 

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

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

EXAMINATION 

BY MR. CARR: 

Q. Co u l d you s t a t e y o u r name f o r t h e 

r e c o r d ? 
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A. D a v i d F r a n c i s Boneau. 

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

A. A r t e s i a , New M e x i c o . 

Q. By whom a r e you employed and i n what 

c a p a c i t y ? 

A. I'm employed by Ya 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 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 . 

Q. Dr. Boneau, 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 D i v i s i o n ? 

A. Yes, s i r . 

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

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

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

A. Yes, s i r . 

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

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

A. Yes, s i r . 

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

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

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

MR. CARR: Are Dr. Boneau's 

q u a l i f i c a t i o n s a c c e p t a b l e ? 

EXAMINER STOGNER: Are t h e r e any 

o b j e c t i o n s ? 
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MR. BRUCE: No, s i r . 

EXAMINER STOGNER: Dr. Boneau i s so 

q u a 1 i f i e d . 

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

p r e s e n t a t i o n h e r e t o d a y ? 

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

Q. Would you r e f e r t o what has been marked 

as Y a t e s E x h i b i t No. 8, i d e n t i f y t h a t f i r s t and 

t h e n r e v i e w t h i s e x h i b i t f o r Mr. S t o g n e r ? 

A. Y a t e s E x h i b i t No. 8 i s supposed t o 

p o i n t o u t two t h i n g s . One i s a q u i c k r e v i e w o f 

t h e t h e o r y on w h i c h t h i s e x p l o r a t i o n i s based i n 

t h e Canyon d o l o m i t e f o r m a t i o n , and t h e o t h e r i d e a 

i s t o s u p p o r t t h a t i t ' s a r i s k y p r o p o s i t i o n w i t h 

a 200 p e r c e n t p e n a l t y b e i n g a p p r o p r i a t e . 

What E x h i b i t 8 i s , i s a map o f t h e 

I n d i a n B a s i n Upper Penn f i e l d . The t o t a l 

p r o d u c t i v e l i m i t s a r e t h e b l a c k a r e a p l u s t h e 

y e l l o w a r e a . The y e l l o w a r e a i s t h e p a r t o f a 

f i e l d t h a t has w a t e r e d o u t ov e r t h e l a s t 25 

y e a r s , as a p p r o x i m a t e l y 1.5 Tcf o f gas has been 

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

f r o m t h e e a s t and w a t e r e d o u t a l l t h e a r e a s t h a t 

a r e shown i n y e l l o w . 

The t h e o r y we're t a l k i n g a b o u t h e r e i s 
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t h a t t h e r e i s an o i l l e g downdip o f t h i s gas, and 

t h a t o i l l e g w o u l d be j u s t t o t h e e a s t o f t h e r e d 

l i n e i n S e c t i o n s 22, 27, 34 and a d j a c e n t a r e a s 

t h a t have been d i s c u s s e d h e r e . 

The p i n k d o t s h o w s - - w e l l t h e p i n k d o t 

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

shows where we're t a l k i n g a b o u t d r i l l i n g h e r e . 

So t h e r e i s a t h e o r y t h a t t h e r e i s o i l o f f t o t h e 

e a s t i n some e x t e n s i v e a r e a , h o p e f u l l y , so t h a t 

t h e e x a c t l o c a t i o n o f t h i s t e s t i s somewhat 

i m m a t e r i a l t o w h e t h e r t h e r e ' s an o i l l e g t h e r e or 

n o t . 

I'm t h e s c e p t i c a t Y a t e s on t h i s w h o le 

p r o j e c t , and I guess I have a f r i e n d l y wager w i t h 

John Y a t e s as t o w h e t h e r t h e r e ' s a n y t h i n g t h e r e . 

But t h e c o n c e r n i n t h e r i s k f a c t o r i s t h a t t h e r e 

may have been o i l o f f t o t h e e a s t , b u t i n t h e s e 

25 y e a r s o f p r o d u c t i o n , w a t e r has moved i n t h e 

o i l . What t h e r e was o f i t c o u l d have e a s i l y 

moved u p d i p and be t r a p p e d i n a p r e v i o u s l y 

g a s - s a t u r a t e d r e s e r v o i r and j u s t n o t be 

commerc i a l . 

T h e r e ' s s e n s a t i o n a l r i s k o f t h a t , and 

i t ' s my o p i n i o n t h a t t h a t ' s what we're g o i n g t o 

f i n d . I w o u l d l o v e t o be p r o v e d wrong, b u t t h e r e 
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i s t h a t g r e a t r i s k . 

Q. You w o u l d c o n c u r , w o u l d you n o t w i t h 

S a n t a Fe, t h a t t h i s i s a h i g h - r i s k v e n t u r e ? 

A. T h a t ' s e x a c t l y what we're s a y i n g . 

Q. That a 200 h u n d r e d p e r c e n t p e n a l t y 

s h o u l d be a s s e s s e d a g a i n s t any i n t e r e s t owner who 

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

A. We ag r e e w i t h Santa Fe on t h a t , y e s , 

s i r . 

Q . There a r e no o i l w e l l s p r o d u c i n g f r o m 

t h i s t h e o r i z e d o i l t r a p a t t h i s t i m e ? 

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

Q. L e t ' s move t o Y a t e s E x h i b i t No. 9. 

C o u l d y o u i d e n t i f y t h a t , p l e a s e ? 

A. Yes, s i r . Y a t e s E x h i b i t No. 9 shows 

k i n d o f a s c o r e c a r d o f Y a t e s ' a c t i v i t i e s i n t h e 

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

months. 

E x h i b i t 9 l i s t s s i x w e l l s t h a t Y a t e s 

has r e e n t e r e d s i n c e l a s t s p r i n g . I t a l s o shows 

t h e l o c a t i o n s and t h e t a r g e t r e s e r v o i r s , e t 

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

t h a t we're t a l k i n g a b o u t , b u t t h e y ' r e a l l i n 

S o u t h e a s t New M e x i c o , i n Eddy and Lea C o u n t i e s . 

The p u r p o s e i s t o show s o m e t h i n g a b o u t 
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AFE c o s t s , and s o m e t h i n g a b o u t our e x p e r i e n c e and 

s u c c e s s a t c o m p l e t i n g t h e s e r e e n t r i e s . So we're 

t a l k i n g a b o u t s i x w e l l s h e r e . 

To t h e r i g h t - h a n d s i d e I show our AFE 

c o s t s i n t h e t h i r d l a s t column f r o m t h e r i g h t , 

and f o r t h e s i x w e l l s t h a t t o t a l s $2,218 

m i l l i o n . 

The second column f r o m t h e r i g h t shows 

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

t h e s e s i x r e e n t r i e s , and t h a t ' s $2,166 m i l l i o n . 

The f i n a l column shows what i t w o u l d 

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

s i t u a t i o n s , and t h a t ' s a b o u t $4.2 m i l l i o n . 

So t h e message i s t h a t , on a v e r a g e , we 

have come i n e q u a l t o our AFEs on t h e s e 

r e e n t r i e s . And, on a v e r a g e , we've saved about 50 

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

You l o o k a t i n d i v i d u a l c o m p a r i s o n s 

h e r e , and some o f t h e a c t u a l c o s t s have been 25 

p e r c e n t h i g h e r t h a n AFEs, some o f them have been 

40 p e r c e n t under t h e AFEs, b u t we have c o m p l e t e d 

t h e s e r e e n t r i e s and we have c o m p l e t e d them on 

a v e r a g e a t t h e AFE l e v e l t h a t we're p r o j e c t i n g . 

We s h o u l d n o t e t h a t t h e s e a r e n o t easy 

r e e n t r i e s . These s i x h e r e , f i v e o f them had 
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c u t o f f c a s i n g s t u b s i n t h e h o l e t h a t we had t o 

g e t back o v e r and p a t c h i n c a s i n g and re-cement 

t h e w e l l . The o n l y one t h a t d i d n ' t have t h a t 

s i t u a t i o n was t h e H i c k o r y , i t e m #4 t h e r e . 

W e ' l l see i n a m i n u t e t h a t t h e r e e n t r y 

we're t a l k i n g a b o u t i s r e l a t i v e l y s t r a i g h t f o r w a r d 

compared t o a t l e a s t f i v e o f t h e s i x r e e n t r i e s 

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

t imes. 

Q. L e t ' s go now, Dr. Boneau, t o E x h i b i t 

No. 10, and you can e x p l a i n and r e v i e w t h a t . 

A. E x h i b i t No. 10 i s a w e l l b o r e s k e t c h f o r 

th e Pardue Fed. Gas Com # 1 , s h o w i n g t h e p r e s e n t 

s i t u a t i o n o f t h e w e l l we a t t e m p t t o r e e n t e r . 

T h e r e ' s s u r f a c e c a s i n g a t 280 f e e t cemented t o 

th e s u r f a c e , and t h e r e ' s 8-5/8" c a s i n g a t 2780 

f e e t . T h e r e ' s a h o l e i n t h e g r o u n d a t 8038 f e e t 

w i t h some cement p l u g s i n i t . 

T h i s i s a r e l a t i v e l y s t r a i g h t f o r w a r d 

r e e n t r y . You d r i l l o u t t h e p l u g s , d r i l l d e e p er, 

r u n p r o d u c t i o n c a s i n g , cement i t , and t r y t o 

c o m p l e t e t h e w e l l . We're c l e a r l y g o i n g t o g e t t o 

th e 8000 f o o t l e v e l . 

S anta Fe has b r o u g h t up t h e p o s s i b i l i t y 

t h a t w e ' l l l o s e c i r c u l a t i o n and somehow n o t be 
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a b l e t o g e t any dee p e r . I f t h a t were t o happen, 

and I t h i n k i t ' s u n l i k e l y , b u t i f t h a t were t o 

happen, we w i l l be a b l e t o t e s t t h e d o l o m i t e 

w h i c h i s , i n my mind, t h e main o b j e c t i v e o f t h i s 

i s t e s t i n g t h i s o i l t h e o r y i n t h e d o l o m i t e . I 

t h i n k w e ' l l g e t t o t h e Morrow. But i f we d o n ' t 

g e t t o t h e Morrow, w e ' l l s u r e l y c o m p l e t e t h i s 

r e e n t r y and w e ' l l g e t a t e s t o f t h e d o l o m i t e and 

i t w i l l be cheap. 

Q. Dr. Boneau, i f you d i d t h a t , i f you 

were u n a b l e t o g e t t o t h e Morrow, t h e o p t i o n o f 

d r i l l i n g a Morrow w e l l w o u l d s t i l l r e m a i n , i s 

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

A. Yes, t h a t ' s c o r r e c t , and i t m i g h t even 

be a r e l a t i v e l y o r t h o d o x l o c a t i o n . 

Q. I n v i e w o f t h e r i s k t h a t ' s a s s o c i a t e d 

w i t h t h i s v e n t u r e , do you b e l i e v e i t i s p r u d e n t 

t o d r i l l a new w e l l when a r e e n t r y i s a v a i l a b l e ? 

A. I t h i n k i t i s p r u d e n t t o t e s t t h i s o i l 

t h e o r y as c h e a p l y as p o s s i b l e . I f i t p r o v e s t h a t 

t h e r e ' s o i l t h e r e , t h e n r e a l d o l o m i t e w e l l s , r e a l 

Canyon w e l l s can be d r i l l e d on c l o s e r s p a c i n g and 

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

Q. Are you e x p e c t i n g a 64 0 - a c r e gas w e l l 

u n i t i n t h e Canyon t o r e s u l t f r o m t h i s o p e r a t i o n ? 
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A. No. The Canyon w e l l i s n o t g o i n g t o 

p r o d u c e gas. I t ' s g o i n g t o p r o d u c e n o t h i n g , or 

w a t e r o r o i l . 

Q. Now, Dr. Boneau, you h e a r d Mr. R o b e r t s ' 

t e s t i m o n y t o d a y c o n c e r n i n g t h e AFE c o s t s t h a t 

have been c h a r g e d o r a t l e a s t p r e s e n t e d by Yates? 

A. I h e a r d t h a t . 

Q. Can you e x p l a i n why some o f t h e s e c o s t s 

may have been so h i g h ? 

A. I made a t a b u l a t i o n o f t h e AFE and 

a c t u a l c o s t s f o r t h e Dagger Draw w e l l s t h a t Y a t e s 

o p e r a t e s where Santa Fe p a r t i c i p a t e s . My 

c o n c l u s i o n f r o m t h a t i s s i m i l a r t o what Mr. 

R o b e r t s s a i d . My numbers a r e t h a t t h e t o t a l AFE 

c o s t s were l i k e $12 m i l l i o n and we a c t u a l l y s p e n t 

$16 m i l l i o n on t h o s e AFEs. 

I went back and l o o k e d i n d i v i d u a l l y a t 

q u i t e a number o f t h o s e w e l l s . I n my mind, t h e r e 

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

m o s t l y n o t r e l a t e d t o Y a t e s d r i l l i n g t h e w e l l 

r i gh t . 

The main r e a s o n t h e AFEs r u n over i s 

t h a t we l e a v e t h e AFEs open beyond t h e p e r i o d o f 

t i m e t h a t t h e w r i t e r o f t h e AFE had i n mind. And 

what happens i s t h a t we c o m p l e t e t h e w e l l - - D a g g e r 
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Draw w e l l we're t a l k i n g about--we p r o d u c e i t f o r 

a month o r two, we f i n d o u t we need a b i g g e r 

pump, a s m a l l e r pump, we go i n and r e s t i m u l a t e 

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

t h a t o c c u r a c o u p l e o f months down t h e l i n e a r e 

lumped i n t o t h e o r i g i n a l d r i l l i n g AFE. 

These pump changes and t h e s e 

r e t r i e v e m e n t c o s t s a r e a b o u t $100,000, and t h e y 

w e r e n ' t c o n s i d e r e d by t h e w r i t e r o f t h e AFE. 

Q. Dr. Boneau, i f someone i s r e q u i r e d t o 

p r e p a y based on an AFE, t h e l o w e r f i g u r e w o u l d be 

t h e f i g u r e u t i l i z e d , i s t h a t r i g h t ? 

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

Q. And y o u ' r e b i l l i n g a c t u a l c o s t s on 

t h e s e , i s t h a t r i g h t ? 

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

Q. What w o u l d be a n o t h e r r e a s o n t h a t t h e 

AFE c o s t s may be h i g h ? 

A. A n o t h e r t h i n g t h a t we've done t h a t we 

t h i n k i s w i s e b u t f o u l s up t h e AFEs, i s t h a t 

we're c e m e n t i n g t h o s e Dagger Draw w e l l s t o t h e 

s u r f a c e on t h e p r o d u c t i o n c a s i n g and we're d o i n g 

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

Abo and t h e Yeso. 

The AFE c o n t a i n s $8,000 f o r a cement 

RODRIGUEZ REPORTING 
{505 ) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

16 

17 

1 8 

1 9 

20 

2 1 

22 

23 

24 

25 

144 

j o b , and i n o r d e r t o use DV t o o l s and t h r e e - s t a g e 

cement j o b s t o c o v e r t h a t , we're s p e n d i n g 

$30,000. A g a i n , t h e AFE was n o t w r i t t e n w i t h 

t h a t i n mind; b u t s u b s e q u e n t t o w r i t i n g t h e AFEs, 

we d e c i d e d t h a t was a good i d e a and t h a t was 

done . 

The o t h e r i t e m t h a t d r i v e s up t h e AFE, 

and t h i s i s r e l a t i v e l y r e l a t e d t o what Santa Fe 

i s t a l k i n g a b o u t , i s t h a t i n some o f t h e w e l l s a t 

Dagger Draw we l o s e c i r c u l a t i o n above t h e 

d o l o m i t e , f r o m a b o u t 4000 f e e t t o 5400 f e e t , and 

i t r e q u i r e s e x t r a w a t e r , mud, and day-work 

c h a r g e s t o overcome t h e s e l o s s c i r c u l a t i o n 

p r o b l e m s . 

We're a l w a y s s u c c e s s f u l i n o v e r c o m i n g 

them, b u t t o be h o n e s t w i t h you t h e r e a r e n o t 

c o n t i n g e n c y c h a r g e s i n t h e AFEs f o r t h a t 

h a p p e n i n g i n most cases. And r e c e n t l y , I t h i n k 

we've g o t some o f t h e s e changes i n t h e AFEs, so 

t h e AFEs a r e a l i t t l e h i g h e r and we're d o i n g a 

b e t t e r j o b o f h i t t i n g them. Those a r e t h e k i n d 

of t h i n g s t h a t have happened t o e x p l a i n t h e f a c t s 

t h a t Santa Fe b r o u g h t up. 

Q. Are you aware o f any c o m p l a i n t s f r o m 

Santa Fe about t h e s e c o s t s ? 
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A. No, I'm n o t aware o f t h o s e . 

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

them i f t h o s e p r o b l e m s a r e b r o u g h t t o them? 

A. Most c e r t a i n l y . We're t r y i n g t o save 

money. We're s p e n d i n g a l o t o f money o u t t h e r e 

of o ur own. We're t r y i n g t o save money, s u r e l y . 

Q. Now, i f we l o o k a t t h e p r o p o s e d Santa 

Fe l o c a t i o n , you i n d i c a t e d we w e r e n ' t l o o k i n g f o r 

a 6 4 0 - a c r e gas w e l l . I f , by some q u i r k , we g o t 

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

t h a t a c r e a g e , S e c t i o n 27, a t t h e Santa Fe 

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

A. No. A w e l l t h a t ' s b a r e l y i n S e c t i o n 27 

i s n o t g o i n g t o d r a i n a l l o f S e c t i o n 27. 

Q. How does t h i s l o c a t i o n s t a c k up as an 

e f f e c t i v e l o c a t i o n t o d r a i n t h e Morrow i n S e c t i o n 

2 7? 

A. W e l l , i t ' s n o t g o i n g t o d r a i n 320 a c r e s 

o f S e c t i o n 27 o f t h e Morrow, i t ' s g o i n g t o d r a i n 

Santa Fe's o t h e r a c r e a g e . 

Q. Do you have an o p i n i o n as t o t h e most 

e f f i c i e n t way t o go ab o u t t e s t i n g t h i s o i l 

t h e o r y ? 

A. My o p i n i o n i s t o t e s t i t as c h e a p l y as 

p o s s i b l e because i t ' s a t h e o r y , w h i c h means t h a t 
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i t ' s i n need o f t e s t and may be wrong. 

Q. We had t e s t i m o n y f r o m Mr. R o b e r t s and 

he s t a t e d r e a s o n s he f e l t t h a t Santa Fe may be a 

b e t t e r c h o i c e as an o p e r a t o r h e r e . C o u l d you 

summarize w h a t , i n y o u r o p i n i o n , w o u l d be t h e 

ar g u m e n t s f o r Y a t e s o p e r a t i n g t h i s p r o p e r t y ? 

A. I ' l l a t t e m p t t o do t h a t , y e s . We t h i n k 

t h a t t h e r e e n t r y a p p r o a c h t h a t Y a t e s i s 

s u g g e s t i n g i s t h e p r u d e n t way t o go. Our 

l o c a t i o n i s l e s s t h a n o r t h o d o x . Y a t e s has 

e x p e r i e n c e w i t h r e e n t r i e s . The r e e n t r y c o s t i s 

g o i n g t o be l o w e r . Y a t e s has e x p e r i e n c e w i t h 

Morrow gas w e l l s i n S o u t h e a s t New Me x i c o . We 

o p e r a t e a b o u t 125 o f them. Y a t e s has e x p e r i e n c e 

w i t h Canyon d o l o m i t e w e l l s , we o p e r a t e about 120 

such w e l l s a t Dagger Draw. The r e e n t r y c o s t s a r e 

g o i n g t o be l o w e r t h a n d r i l l i n g a new w e l l , no 

m a t t e r how you c u t i t . 

T h i s i s a r i s k y p r o j e c t . The Canyon 

t h e o r y i s u n p r o v e n and needs t o be t e s t e d . The 

r e e n t r y i s a s t r a i g h t f o r w a r d r e e n t r y . We're 

g o i n g t o g e t t o t h e Canyon. We can overcome l o s s 

c i r c u l a t i o n i f , by some sense, t h a t happens. We 

have e x p e r i e n c e w i t h l o s s c i r c u l a t i o n . 

The Y a t e s way w i l l t e s t i t p r u d e n t l y 
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and c h e a p l y . The Morrow, i n my o p i n i o n i s — w e l l , 

t h e p l a c e t o t e s t t h e Morrow i n S e c t i o n 27 i s 

a l m o s t o u t s i d e S e c t i o n 27. I t ' s somewhere i n t h e 

i n t e r i o r o f S e c t i o n 27. 

I t h i n k , f o r t h e r e a s o n s I ' v e t r i e d t o 

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

Canyon i s a p r u d e n t , cheap t h i n g t o do, and 

t h a t ' s what we s h o u l d do i n t h i s case. 

Q. I n y o u r o p i n i o n , w i l l 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 and t h e d r i l l i n g o f a w e l l as 

Yat e s p r o p o s e s , be i n t h e b e s t i n t e r e s t s o f 

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

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

A. Yes, s i r . 

Q. Were E x h i b i t s 8, 9 and 10 p r e p a r e d by 

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

A. Yes, s i r . 

MR. CARR: At t h i s t i m e , Mr. S t o g n e r , 

we move t h e a d m i s s i o n 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 ' s E x h i b i t s 8, 9 and 10. 

EXAMINER STOGNER: Any o b j e c t i o n ? 

MR. BRUCE: No, s i r . 

EXAMINER STOGNER: E x h i b i t s 8, 9 and 10 

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

MR. CARR: That c o n c l u d e s my 
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e x a m i n a t i o n o f Dr. Boneau. 

EXAMINER STOGNER: Thank y o u , Mr. C a r r . 

Mr. Bruce? 

EXAMINATION 

BY MR. BRUCE: 

Q. Dr. Boneau, r e g a r d i n g t h i s d r a i n a g e 

i s s u e , Santa Fe has a l r e a d y s a i d i t d o e s n ' t 

o b j e c t t o a w e l l a t i t s l o c a t i o n and r e a l l y i t ' s 

t h e one a f f e c t e d , i s n ' t i t , t o say t h a t because 

o f t h e u n o r t h o d o x Santa Fe l o c a t i o n , i t ' s n o t t h e 

b e s t l o c a t i o n t o d r a i n a l l o f S e c t i o n 27? 

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

b e s t p l a c e t o d r a i n a l l o f S e c t i o n 27. The f a c t 

t h a t some o f t h e d r a i n a g e w i l l p r o b a b l y come f r o m 

34 s h o u l d p r o b a b l y be c o n s i d e r e d i m m a t e r i a l s i n c e 

t h a t i s Santa Fe's a c r e a g e . 

Q. L o o k i n g a t y o u r E x h i b i t 9, t h e s i x 

w e l l s you l i s t e d , a r e any o f t h o s e Dagger Draw 

w e l l s ? 

A. No, t h o s e a r e n o t Dagger Draw w e l l s . 

Those a r e Delaware w e l l s and t h o s e a r e Saunders 

Permo-Penn w e l l s . 

Q . T h e y ' r e n o t i n t h e Dagger Draw f i e l d ? 

A. They ' r e n o t i n t h e Dagger Draw f i e l d . 

Q. There have been a c o u p l e o f r e e n t r i e s 
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i n t h e Dagger Draw, have t h e r e n o t ? 

A. We know t h e r e ' s been t h e Sara #1 p u t up 

by Santa Fe. 

Q. The La r u e XX? 

A. You w o u l d c a l l t h a t a r e e n t r y , y e s . 

There were a c o u p l e o f o l d Conoco w e l l s t h a t we 

r e a c t i v a t e d ; w h e t h e r you c a l l t h o s e r e e n t r i e s or 

j u s t r e o p e n i n g s . 

Q. And t h o s e were o v e r b u d g e t ? Over t h e 

AFE? A c t u a l v e r s u s AFE? 

A. The Sara #1 w e l l was o v e r AFE, and when 

t h a t was b r o u g h t up t h i s m o r n i n g I l o o k e d a t t h e 

d e t a i l s on t h a t , and t h e r e e n t r y was o v e r AFE. 

Q. You gave some r e a s o n s why t h e a c t u a l 

c o s t s were above AFE. I s whoever p r e p a r e s t h e 

AFE g o i n g t o s t a r t t a k i n g t h e s e e x t r a c o s t s i n t o 

a c c o u n t , l i k e c e m e n t i n g t o s u r f a c e , e t c e t e r a ? 

A. Yes. I t a l k e d t o him i n r e c e n t weeks, 

and some o f t h o s e changes had been made i n l a t e 

summer, e a r l y f a l l . I'm under t h e i m p r e s s i o n 

t h a t we have changed t h e AFEs so t h a t t h e y ' r e 

more — 

Q. V e r y r e c e n t l y ? 

A. I t h i n k t h e c e m e n t i n g t o s u r f a c e was 

c h a n g i n g some t h a t were e f f e c t i v e i n t h e August 
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k i n d o f t i m e f r a m e . 

Q. Now, r e g a r d i n g y o u r p r o p o s e d r e e n t r y , 

back 20, 30 y e a r s ago, was i t , maybe n o t a 

p r a c t i c e , b u t was i t common when p e o p l e were 

p l u g g i n g w e l l s , t o t h r o w j u n k i n t o t h e w e l l ? 

A. W e l l , I wasn't t h e r e t h r o w i n g j u n k 25 

y e a r s ago, b u t we have e x p e r i e n c e w i t h r e e n t r i e s 

and t h e r e a r e a f r a c t i o n o f t h e r e e n t r i e s where 

you h i t s o m e t h i n g t h a t r e a l l y s h o u l d n ' t be i n t h e 

h o l e ; maybe one o u t o f f i v e , or s o m e t h i n g on t h a t 

o r d e r . 

Q. And we d o n ' t know what's i n t h e Pan Am 

Pardue h o l e ? 

A. No. Those k i n d o f a c t i o n s a r e u s u a l l y 

n o t r e c o r d e d on t h e o f f i c i a l r e c o r d . 

Q. What w o u l d Y a t e s do i f i t l o s t 

c i r c u l a t i o n i n t h e C i s c o Canyon d u r i n g t h e 

r e e n t r y , b u t p r i o r t o d r i l l i n g t o t h e Morrow? 

A. I ' l l a t t e m p t t o answer t h a t 

a d e q u a t e l y . I f we l o s e c i r c u l a t i o n i n a mi n o r 

way, we w o u l d a t t e m p t t o f i x i t and c o n t i n u e . I f 

we l o s t i t i n a ma j o r way we w o u l d s t o p where we 

were, w h i c h w i l l be a t l e a s t p a r t i a l l y t h r o u g h 

t h e d o l o m i t e , s e t c a s i n g , and t e s t t h e Canyon 

d o l o m i t e . 
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Q. Would you be a b l e t o c o n t i n u e on down 

t o t h e Morrow? 

A. I t w o u l d n o t be a Morrow t e s t a t a l l . 

We w o u l d n o t g e t t o t h e Morrow. We w o u l d a d m i t 

t h a t we w o u l d n o t g e t t o t h e Morrow. 

Q. Mr. C a r r q u e s t i o n e d you t h a t you c o u l d 

s t i l l d r i l l a new Morrow w e l l , o f c o u r s e , even i f 

t h a t happened? 

A. Yes. 

Q. Do you have an e s t i m a t e , o f f - t h e - c u f f 

e s t i m a t e o f t h e c o s t o f a new Morrow w e l l i n t h i s 

s e c t i o n ? 

A. I t ' s g o i n g t o be i n t h e $700,000, 

$750,000 r a n g e . 

Q. So t h e r e i s a p o t e n t i a l i f you l o s t 

c i r c u l a t i o n i n a ma j o r way, as you s a i d i n t h e 

C i s c o Canyon, you w o u l d spend an e s t i m a t e d 

$435,000 i n t h e r e e n t r y , and t h e n , i f you wanted 

t o d r i l l a Morrow, $750,000, so t o g e t t h e same 

r e s u l t s S anta Fe i s s e e k i n g , you w o u l d be 

s p e n d i n g a m i l l i o n - t w o , o r t h e r e a b o u t s ? 

A. W e l l , we p r o b a b l y w o u l d n o t spend a l l 

t h a t $435,000 i f we c o u l d n ' t g e t p a s t i t , b u t we 

w o u l d spend $750,000 p l u s $300,000 or some such 

t h i n g , y e s . 
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MR. BRUCE: T h a t ' s a l l I have, Mr. 

Examine r . 

EXAMINER STOGNER: Thank y o u , Mr. 

Bru c e . Mr. C a r r , any r e d i r e c t ? 

MR. CARR: No r e d i r e c t . 

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

o f Dr. Boneau a t t h i s t i m e . 

Any o t h e r w i t n e s s e s ? 

MR. CARR: That c o n c l u d e s our 

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

MR. BRUCE: Mr. Examiner, I d o n ' t have 

any o t h e r w i t n e s s e s . However, on Mr. May's 

E x h i b i t 6, t h e r e a r e some p r o p o s e d Santa Fe 

l o c a t i o n s . We d o n ' t a g r e e w i t h t h o s e . I d o n ' t 

know i f i t ' s r e a l l y w o r t h t h e Exam i n e r ' s t i m e t o 

go i n t o t h o s e , b u t our v e r s i o n o f e v e n t s as t o 

what Santa Fe p r o p o s e d i s a l i t t l e d i f f e r e n t . 

EXAMINER CATANACH: Oh, I w o u l d l i k e t o 

hear i t . 

MR. BRUCE: Mr. D a v i s c o u l d , i n j u s t a 

m i n u t e , because he speaks v e r y f a s t . 

EXAMINER STOGNER: Thank y o u , Dr. 

Boneau, you may be e x c u s e d . Mr. D a v i s ? 

GENE DAVIS 

H a v i n g been p r e v i o u s l y d u l y sworn upon h i s o a t h . 
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was r e c a l l e d t o t h e s t a n d , and was examined and 

t e s t i f i e d f u r t h e r as f o l l o w s : 

FURTHER EXAMINATION 

BY MR. BRUCE: 

Q. Mr. D a v i s , j u s t v e r y b r i e f l y , c o u l d you 

s p e c i f y what Santa Fe's i n i t i a l l o c a t i o n was and 

t h e n how i t g o t down t o t h e c u r r e n t l o c a t i o n , and 

a l s o t h e r e was a 1980, 660 l o c a t i o n m e n t i o n e d by 

Mr. May. How d i d t h a t g e t i n ? 

A. When I v i s i t e d w i t h Mr. May f o r t h e 

f i r s t t i m e on t h e phone i n , I guess i t w o u l d be, 

l a t e O c t o b e r , we t a l k e d a b o u t d r i l l i n g a w e l l i n 

S e c t i o n 27 and I t o l d him what our l o c a t i o n w o u l d 

be. I d o n ' t have t h e e x a c t f o o t a g e , b u t i t w o u l d 

be w i t h i n a c o u p l e h u n d r e d f e e t and on t h e same 

pad as t h e p r o p o s e d r e e n t r y by Y a t e s o f t h e Pan 

Am Pardue Fed w e l l . 

Q. So t h a t was number one? 

A. That was number one. We may have, 

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

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

o r t h o d o x a t 1980 f r o m t h e s o u t h and 660 f r o m t h e 

west f o r a s t a n d - u p or f o r t h a t l o c a t i o n , b u t 

t h a t was n e v e r a p r o p o s e d l o c a t i o n , and I was 

n e v e r t o l d by t h e BLM t h a t I c o u l d n o t d r i l l t h a t 
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l o c a t i o n . 

By l o o k i n g a t a t o p o s h e e t , i t ' s f a i r l y 

o b v i o u s t h a t you c o u l d n o t d r i l l t h e r e because 

t h e t o p o g r a p h y w o u l d n ' t a l l o w i t . 

I d i d c a l l Mr. May back l a t e r i n t h a t 

week, o r sometime t h e r e a f t e r t o make s u r e t h e 

e x a c t d a t e , and t o l d him I was g o i n g t o change 

t h e l o c a t i o n t o a l o c a t i o n t h a t w o u l d be 500 f e e t 

or so f r o m t h e s o u t h l i n e and 660 f r o m t h e w e s t , 

and I t o l d him t h a t was because o f some o f t h e 

g e o l o g i c a l i n f o r m a t i o n I had g o t t e n f r o m t h e 

remapp i n g . 

Q. From t h e sample l o g ? 

A. C o r r e c t . I t h i n k I v i s i t e d w i t h him or 

l e f t a message f o r him because I wasn't a b l e t o 

g e t a h o l d o f him because he was o u t o f t h e o f f i c e 

on w e l l s i t e d u t y , t h a t we were c h a n g i n g t h e 

l o c a t i o n t o 204 f e e t f r o m t h e s o u t h l i n e because 

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

MR. BRUCE: Thank you. 

EXAMINER STOGNER: Mr. C a r r ? 

FURTHER EXAMINATION 

BY MR. CARR: 

Q. Mr. D a v i s , I u n d e r s t a n d y o u r t e s t i m o n y 

t o be t h a t y ou d o n ' t a g r e e w i t h t h e l o c a t i o n s as 
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p r e s e n t e d on Y a t e s E x h i b i t 6, c o r r e c t ? 

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

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

be t h a t you have p r o p o s e d t h r e e l o c a t i o n s i n t h e 

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

f o u r ? 

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

MR. CARR: Okay, t h a n k y o u . 

EXAMINER STOGNER: A n y t h i n g e l s e , Mr. 

Bruce? 

Examiner 

MR. BRUCE: N o t h i n g e l s e , Mr 

EXAMINER STOGNER: C l o s i n g s t a t e m e n t s ? 

MR. CARR: Yes, s i r , Mr. S t o g n e r . Mr. 

S t o g n e r , we're b o t h b e f o r e y o u , o b v i o u s l y , 

s e e k i n g an o r d e r p o o l i n g t h e same l a n d s , and 

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

d i s p u t e . 

T h e r e ' s no d i s p u t e t h i s i s a h i g h - r i s k 

v e n t u r e . T h e r e ' s r e a l l y no d i s p u t e as t o what 

t h e o w n e r s h i p q u e s t i o n s a r e or t h a t t h e r e ' s been 

an e f f o r t t o o b t a i n v o l u n t a r y j o i n d e r and t h a t 

e f f o r t has f a i l e d , so we come b e f o r e you a s k i n g 

f o r a p o o l i n g o r d e r . And t h e q u e s t i o n s a r e 

r e l a t i v e l y s i m p l e . The q u e s t i o n s you have t o 
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d e c i d e a r e w h i c h o f t h e s e p r o p o s a l s make sense 

and who s h o u l d o p e r a t e t h e w e l l . 

We've done a l o t o f p o s t u r i n g and we've 

t a l k e d a b o u t a l o t o f t h i n g s t h a t p r o b a b l y a r e n ' t 

r e a l l y g o i n g t o be d e t e r m i n a t i v e o f much o f 

a n y t h i n g . We're n o t t a l k i n g a b o u t a 6 4 0 - a c r e 

u n i t , and we have a 50/50 o w n e r s h i p s p l i t i f we 

were. We r e a l l y know we're n o t . We're t a l k i n g 

a b o u t a Morrow w e l l o r a C i s c o Canyon o i l w e l l , 

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

a n y t h i n g we've a c t u a l l y d i s c u s s e d , a l t h o u g h 

t h a t ' s a c t u a l l y been t h e i s s u e b e f o r e you h e r e 

t o d a y . 

We b o t h p r o p o s e d a u n i t i f we're i n t h e 

Morrow t h a t w i l l m a ximize our o w n e r s h i p 

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

b u t I t h i n k when you a r e t h r o u g h l i s t e n i n g t o a l l 

of t h i s , t h e r e a r e some t h i n g t h a t a r e v e r y 

c l e a r . 

One, t h e c o m p a r a b l e l o c a t i o n s b e i n g 

p r o p o s e d i n b o t h t h e Morrow and i n t h e Canyon, 

and t h e n t h e q u e s t i o n becomes, does Santa Fe's 

p r o p o s a l r e a l l y make sense? As Dr. Boneau s a y s , 

t h e y want t o t e s t S e c t i o n 27. A c t u a l l y , what 

t h e y w o u l d l i k e t o do i s t e s t S e c t i o n 27 by 
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g e t t i n g v i r t u a l l y o f f t h e s e c t i o n i t s e l f . 

They've t u c k e d i t way down, 204 f e e t o f f t h e 

s o u t h l i n e way i n t h e c o r n e r , and e v e r y b o d y knows 

t h a t i s n ' t g o i n g t o be an e f f e c t i v e d r a i n a g e 

p a t t e r n . 

I f t h e y ' r e g o i n g t o d r a i n t h e y ' l l 

d r a i n , y e s , f r o m them, a l o t f r o m t h e i r own 

a c r e a g e i n S e c t i o n 34, b u t w h i l e t h e y ' r e d o i n g 

t h a t t h e y ' r e a l s o g o i n g t o be d r a i n i n g t h e 

s o u t h w e s t o f S e c t i o n 27. And i f you l o o k a t 

t h a t , t h r e e - q u a r t e r s o f t h a t i s o u r s . 

What we're p r o p o s i n g i s a b e s t 

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

R o b e r t s s u g g e s t e d t h a t t h e r e were n o t a l o t o f 

l o c a t i o n s due t o t o p o g r a p h i c r e a s o n s , b u t we're 

a b o u t as s t a n d a r d as you can g e t t o d r i l l a w e l l , 

t o a c h i e v e our o b j e c t i v e s , and t o t e s t t h i s 

f o r m a t i on. 

We a l s o , I t h i n k , because we have a 

h i g h r i s k , have a m a t t e r b e f o r e you t h a t you 

s h o u l d c o n s i d e r w h e t h e r o r n o t i t i s p r u d e n t t o 

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

e f f o r t t o t e s t what I t h i n k i s t r u l y n o t h i n g more 

t h a n a t h e o r y . And y e t , t o t r y and a v o i d t h a t , 

we have Santa Fe s t a n d i n g h e r e and s u g g e s t i n g 
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t h e r e ' s g o i n g t o be l o s s c i r c u l a t i o n and a l l 

s o r t s o f p r o b l e m s , we need t o d r i l l a h o l e 

because, w e l l , maybe we w o u l d have t o p u t a l i n e r 

i n t h e w e l 1 . 

And t h e b o t t o m l i n e i s , when you l o o k 

a t o ur r e e n t r y , we've a l r e a d y p e n e t r a t e d t h e zone 

t h a t t h e y have l o s s c i r c u l a t i o n i n . Those 

p r o b l e m s , we s u b m i t t o y o u , a r e r e a l l y r e d 

h e r r i n g s . 

We t a l k e d a b o u t o p e r a t i o n s . I t h i n k 

t h e r e a r e s e v e r a l t h i n g s t h a t j u s t c a n n o t be 

d i s p u t e d . I f y o u ' r e d e v e l o p i n g 27, Ya t e s does 

have a b e t t e r l o c a t i o n . We're a t l e a s t more 

c e n t r a l t o t h e ac r e a g e t h e y ' r e t r y i n g t o t e s t . 

Look a t e x p e r i e n c e . I'm n o t s u g g e s t i n g 

Mr. R o b e r t s s a i d t h a t t h e i r w e l l i n 34 was t h e 

o n l y w e l l t h a t Santa Fe o p e r a t e d i n S o u t h e a s t New 

M e x i c o , b u t I s u g g e s t a n y p l a c e you l o o k , Y a t e s 

s t a n d s heads and s h o u l d e r s above Santa Fe i n 

te r m s o f e x p e r i e n c e . We're ahead o f them i n 

Morrow c o m p l e t i o n s , i n Canyon c o m p l e t i o n s , i n 

r e e n t r i e s . 

They may n o t l i k e t h e c o s t s , a l t h o u g h 

t h e y ' r e t e l l i n g us t h a t t o d a y , n o t b e f o r e , a b o u t 

Dagger Draw w e l l s . They s u r e s i g n up, because 
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t h e r e s u l t s we've g o t t e n have been e x t r e m e l y 

good. We can r e d u c e t h e c o s t s on what i s a v e r y 

h i g h - r i s k v e n t u r e , and we w i l l be more e f f i c i e n t . 

And when y o u ' r e l o o k i n g a t c o n s e r v a t i o n and 

p r o p e r use and d e v e l o p m e n t o f t h e r e s o u r c e , we 

t h i n k t h a t ' s a f a c t o r you s h o u l d c o n s i d e r . 

We a l s o t h i n k when you l o o k a t t h i s , 

you can see t h a t i f t h e r e i s a p r o b l e m w i t h o u r 

r e e n t r y , we can go back and t e s t t h e C i s c o 

Canyon. We've been t h e r e . At l e a s t t h a t zone 

was t e s t e d b e f o r e we a c q u i r e d t h e w e l l . There 

a r e o i l shows, and we w i l l be a b l e t o g e t a t e s t 

i n t h a t zone. 

We h a v e n ' t l o s t a n y t h i n g . I t ' s n o t 

l i k e we're p r o p o s i n g two w e l l s . Mr. Bruce w o u l d 

l i k e you t o t h i n k t h a t . We have, a t l e a s t , a 

f a l l - b a c k p o s i t i o n and t h a t i s , i n t h e w o r s t case 

s c e n a r i o , we w i l l be a b l e t o t e s t t h e Canyon 

zone. 

You a r e supposed t o d e c i d e t h i s case 

based on c o n s i d e r a t i o n s o f wa 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 . When we l o o k 

a t w a s t e , we s u b m i t t o you t h a t Santa Fe i s 

u n d e r t a k i n g a w a s t e f u l e f f o r t t o s o r t o f p r e t e n d 

t h e y ' r e t e s t i n g S e c t i o n 27. Mr. D a v i s says he 
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needs a Canyon t e s t . Under our p r o g r a m , we can 

g i v e you t h a t . There i s so l i t t l e c o n t r o l o u t 

h e r e , you c a n ' t t e l l us t h a t t h e i r l o c a t i o n , and 

t h e y c a n ' t t e l l y o u , t h a t t h e l o c a t i o n t h a t 

t h e y ' r e p r o p o s i n g i s any b e t t e r f o r t h i s p u r p o s e 

t h a n what Y a t e s i s s t a n d i n g b e f o r e you p r o p o s i n g 

t o d a y . 

W i t h r i s k , as t o t h e r i s k o f g e t t i n g 

t h a t t e s t , t h e r e ' s r e a l l y v e r y l i t t l e w i t h 

Y a t e s . And so t h e waste i s s u e , we t h i n k , f a l l s 

on our s i d e . 

As t o t h e c o r r e l a t i v e r i g h t s q u e s t i o n , 

a l l y o u ' r e supposed t o do i s g i v e us an 

o p p o r t u n i t y t o p r o d u c e , w i t h o u t w a s t e , our f a i r 

s h a r e o f t h e r e s o u r c e s , and so b o t h o f us a r e 

h e r e t o d a y t a k i n g a d v a n t a g e o f t h a t o p p o r t u n i t y , 

and I s u b m i t t o you t h a t t h a t i s n o t a 

s i g n i f i c a n t i s s u e i n t h i s case. 

The b o t t o m l i n e , when a l l f a c t o r s a r e 

c o n s i d e r e d , e x p e r i e n c e , b e t t e r l o c a t i o n , more 

e f f i c i e n t o p e r a t i o n s , t h e case r e a l l y comes down 

on t h e s i d e 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 . And 

a f t e r you've d e c i d e d t h a t and a f t e r we've d r i l l e d 

t h e w e l l o r r e e n t e r e d t h e w e l l and t a k e n i t t o 

t h e Morrow, t h e o p t i o n i s s t i l l p r e s e n t f o r Santa 
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Fe t o go f o r w a r d and d r i l l what Mr. D a v i s 

c h a r a c t e r i z e d as a good p r o s p e c t , and d r i l l a 

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

w o u l d be v i r t u a l l y e n t i r e l y t h e i r a c r e a g e , and go 

ahead and t e s t t h e Morrow and t h e Canyon on t h e i r 

own 1and. 

EXAMINER STOGNER: Thank y o u , Mr. C a r r , 

Mr. Bruce ? 

MR. BRUCE: Mr. Examiner, i t ' s p r e t t y 

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

months. Santa Fe was i n t e n t on d r i l l i n g a w e l l 

i n t h i s a r e a ; t h e p r o b l e m was, t h e y c o u l d n e v e r 

g e t Y a t e s t o commit t o a n y t h i n g . 

As a r e s u l t , Santa Fe went ahead on i t s 

own and d r i l l e d t h e R i g h t Hand Canyon w e l l , 

b e n e f i t t i n g b o t h p a r t i e s . Y a t e s rode Santa Fe 

down on t h e R i g h t Hand Canyon w e l l , and now t h e y 

want t o t a k e what we v i e w as u n f a i r a d v a n t a g e by 

f o r m i n g a s o u t h - h a l f u n i t and, i n essence, 

e x c l u d i n g Santa Fe f r o m a second w e l l i n t h i s 

p r o s p e c t . We d o n ' t t h i n k t h a t ' s r i g h t . 

As f a r as t h e g e o l o g y goes, I t h i n k 

r e g a r d l e s s o f whose s e t s o f e x h i b i t s you use, 

Santa Fe's l o c a t i o n i s b e t t e r f o r t h e Morrow 

based on t h e r e s u l t s o f t h e R i g h t Hand Canyon 
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w e l l . Perhaps more i m p o r t a n t l y , Santa Fe's 

l o c a t i o n i s b e t t e r t o t e s t t h e C i s c o Canyon 

because t h e r e ' s more r e s e r v o i r and i t ' s a t a 

h i g h e r l o c a t i o n s t r u c t u r a l l y . N e i t h e r p a r t y 

knows f o r s u r e what t h e C i s c o Canyon r e s e r v o i r i s 

l i k e i n t h i s a r e a , so i t ' s b e t t e r t o be s a f e and 

use Santa Fe's s u p e r i o r l o c a t i o n . 

I n r e s p o n s e t o Mr. C a r r , t h e Morrow i s 

n o t a t h e o r y i n t h i s a r e a . Santa Fe i s g o i n g t o 

c o m p l e t e a w e l l i n t h e Morrow. I t ' s t h e r e , and 

i t ' s a waste o f money and a waste o f t i m e n o t t o 

d r i l l down t o t h e Morrow. Santa Fe's l o c a t i o n , 

f u r t h e r m o r e , i f i t ' s d r i l l e d and i s s u c c e s s f u l i n 

t h e Morrow, as t h e y a n t i c i p a t e , w i l l s e t up a 

second Morrow w e l l i n t h e e a s t h a l f o f S e c t i o n 

2 7 . 

O b v i o u s l y , d e s p i t e Dr. Boneau's 

q u e s t i o n s , t h e C i s c o Canyon i s v e r y i m p o r t a n t f o r 

b o t h p a r t i e s . That may be a t h e o r y , b u t w i t h 

S anta Fe's l o c a t i o n you g e t b o t h t h e C i s c o Canyon 

and t h e Morrow; whereas, w i t h Y a t e s ' l o c a t i o n , 

i t ' s more l i k e l y y o u ' r e j u s t g o i n g t o t e s t t h e 

C i s c o Canyon and p e r h a p s n o t even t h e whole 

s e c t i o n o f t h e C i s c o Canyon. 

Because o f t h a t , i t ' s i m p e r a t i v e t o 
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d r i l l a new w e l l i n S e c t i o n 27, r a t h e r t h a n d o i n g 

t h e r e e n t r y , as p r o p o s e d by Y a t e s . 

F u r t h e r m o r e , as we've d e m o n s t r a t e d , t h e 

a c t u a l d i f f e r e n c e i n c o s t between t h e Santa Fe 

p r o p o s a l and t h e Y a t e s p r o p o s a l w i l l be v e r y 

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

t h e Morrow f o r s u r e i n t h e Santa Fe w e l l . 

These f a c t o r s a r e a c c e n t u a t e d , as I 

s a i d , by t h e b e t t e r g e o l o g y a t t h e Santa Fe 

l o c a t i o n . 

You can go r o u n d and r o u n d on t h e 

o p e r a t o r s h i p i s s u e . Santa Fe has dozens and 

dozens and dozens o f w e l l s i n S o u t h e a s t New 

M e x i c o . Perhaps n o t as many as Y a t e s , b u t a 

l o t . We've gone t h r o u g h t h i s b e f o r e . I d o n ' t 

know i f you were a t t h e h e a r i n g , Mr. Examiner, 

b u t i n t h e H a n l e y P e t r o l e u m m a t t e r , t h e r e ' s 

t e s t i m o n y i n t h e f i l e a b o u t how many w e l l s Santa 

Fe has d r i l l e d and o p e r a t e d i n Eddy and Lea 

Count i e s . 

Santa Fe, as we've s t a t e d , i s t h e 

m a j o r i t y w o r k i n g i n t e r e s t owner i n t h e a r e a . I t 

o p e r a t e s t h e o f f s e t . We b e l i e v e i t ' s an e q u a l l y 

q u a l i f i e d o p e r a t o r t o Y a t e s i n t h i s a r e a . 

Once a g a i n , t h e comment ab o u t t h e 
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Dagger Draw, t h e y keep on s a y i n g w e l l , d e s p i t e 

what Y a t e s d i d , Santa Fe j o i n e d i n t h e Dagger 

Draw. I t h i n k any w o r k i n g i n t e r e s t owner i n t h a t 

a r e a w o u l d be f o o l i s h n o t t o j o i n i n t h o s e Dagger 

Draw w e l l s t h a n t o go n o n c o n s e n t , c o n s i d e r i n g t h e 

p r o l i f i c f i e l d t h a t Dagger Draw i s . O b v i o u s l y 

t h e y ' r e g o i n g t o r e c o v e r t h e i r w e l l c o s t s . 

Because o f t h e s e f a c t o r s , we t h i n k t h a t 

S anta Fe's p r o p o s e d l o c a t i o n and h a v i n g Santa Fe 

as o p e r a t o r i s t h e s u p e r i o r a p p l i c a t i o n , and we 

u r g e you t o g r a n t Santa Fe's a p p l i c a t i o n and deny 

Y a t e s ' a p p l i c a t i o n . 

EXAMINER STOGNER: Thank y o u , Mr. 

B r u c e . 

I'm p o n d e r i n g o v e r t h e u n o r t h o d o x 

l o c a t i o n . I t was r e q u e s t e d i n t h e Santa Fe case, 

500 f o o t f r o m t h e s o u t h l i n e . T h i s i s more t h a n 

h a l f , and l o t s more u n o r t h o d o x , and our p o l i c y i s 

t o r e a d v e r t i s e . Do you c o n c u r , Mr. Bruce? 

MR. BRUCE: Yes. 

EXAMINER STOGNER: Mr. C a r r ? 

MR. CARR: Yes, s i r . 

EXAMINER STOGNER: You're aware, Mr. 

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

same a r e a , such r e a d v e r t i s e m e n t w i l l a l s o a f f e c t 
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y o u r case inasmuch as one o r d e r w i l l be i s s u e d ? 

MR. CARR: Mr. S t o g n e r , I u n d e r s t a n d 

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

o u t s i d e t h e r u l e s i f you d o n ' t . 

EXAMINER STOGNER: W i t h t h a t , t h e 

e a r l i e s t I can g e t i t on w o u l d be t h e 2 1 s t o f 

J a n u a r y h e a r i n g f o r a r e a d v e r t i s e m e n t . T h a t ' s an 

a d d i t i o n a l week t h a n we w o u l d n o r m a l l y have 

because o f t h e h o l i d a y s . 

W i t h t h a t , s i n c e we do have a l i t t l e 

b i t o f t i m e , I w o u l d l i k e a r o u g h d r a f t f r o m b o t h 

of t h e p a r t i e s . 

MR. CARR: And, as you know, Mr. 

S t o g n e r , t h e r o u g h d r a f t and t h e memo w r i t i n g 

t h a t Mr. Bruce and I have been engaged i n , has 

been a b o u t t o k i l l us l a t e l y . I f i t i s a l l r i g h t 

w i t h y o u , may we f i l e t h a t i n m i d - J a n u a r y ? 

EXAMINER STOGNER: You've g o t u n t i l t h e 

2 1 s t . 

MR. CARR: T h a t ' s f i n e . 

MR. BRUCE: T h a t ' s f i n e . 

EXAMINER STOGNER: There a g a i n , t h e 

e a r l i e s t you can g e t i t . I'm n o t aware of t h e 

memorandums t h a t y o u ' r e t a l k i n g a b o u t , b u t I'm 

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

one o f t h e s e cases a t t h i s t i m e , t h e n t h e r e c o r d 

w i l l r e m a i n open on b o t h c a s e s . I t w i l l n o t be 

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

b u t i t w i l l be l e f t open p e n d i n g t h e r o u g h d r a f t 

o r d e r s . 

MR. BRUCE: Thank you. 

MR. CARR: Thank you. 

(And t h e p r o c e e d i n g s c o n c l u d e d . ) 
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