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HEARING EXAMINER: Next c a l l e d case, 9810. 

MR. STOVALL: A p p l i c a t i o n of Yates D r i l l i n g 

Company f o r a w a t e r f l o o d p r o j e c t , Chavez County, 

New Mexico. 

A p p l i c a n t r e q u e s t s t h i s case be c o n t i n u e d 

t o November 15, 1989. 

HEARING EXAMINER: Case 9810 i s hereby 

c o n t i n u e d t o t h e Examiner H e a r i n g t o be h e l d 

November 15, 1989. 

Oil Conservation Division 
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1 HEARING EXAMINER: I ' l l c a l l the next case, 

2 Number 9809, which i s the a p p l i c a t i o n o f Yates 

3 D r i l l i n g Company f o r s t a t u t o r y u n i t i z a t i o n , Chaves 

4 County, New Mexico. C a l l f o r appearances. 

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

6 name i s W i l l i a m F. Carr w i t h the law f i r m of Campbell 

7 & Black, P.A., of Santa Fe. I re p r e s e n t Yates 

8 D r i l l i n g Company, and I w i l l c a l l two w i t n e s s e s . 

9 At t h i s t i m e , Mr. Examiner, I would request 

10 t h a t t h i s case be c o n s o l i d a t e d w i t h Case 9810, which 

11 i s the a p p l i c a t i o n f o r Yates D r i l l i n g Company f o r a 

12 w a t e r f l o o d p r o j e c t , and Case 9823, which i s the 

13 a p p l i c a t i o n of Yates D r i l l i n g Company f o r a v o l u n t a r y 

14 u n i t agreement. 

15 HEARING EXAMINER: Are t h e r e any 

16 o b j e c t i o n s ? At t h i s time I ' l l c a l l Case No. 9810, 

17 which i s the a p p l i c a t i o n f o r Yates D r i l l i n g Company 

18 f o r a w a t e r f l o o d p r o j e c t , Chaves County, New Mexico, 

19 and Case No. 9823, which i s als o the a p p l i c a t i o n of 

20 Yates D r i l l i n g Company, f o r a u n i t agreement, Chaves 

21 County, New Mexico. 

22 I ' l l c a l l f o r appearances i n any of these 

23 t h r e e cases at t h i s t i m e , o t h e r than Mr. Carr. 

24 There being none, Mr. Car r , you may 

25 proceed. 

CUMBRE COURT REPORTING 
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1 MR. CARR: Mr. Stogner, i n i t i a l l y I would 

2 l i k e t o p o i n t out t h a t i n Case 9823, the acreage set 

3 out in the ad, or at l e a s t on the docket, i s 560 

4 acre s . This i n c l u d e s not o n l y the acreage t h a t we 

5 proposed t o i n c l u d e i n the v o l u n t a r y u n i t but the 

6 Doyal lease and a d d i t i o n a l t r a c t s which we would 

7 exclude i f we're f o r c e d t o go the v o l u n t a r y u n i t 

8 r o u t e . 

9 I f the matter has to be r e a d v e r t i s e d , we 

10 would request t h a t t h a t be done and t h a t i t be 

11 r e a d v e r t i s e d f o r the December 27 h e a r i n g . We are 

12 prepared t o go fo r w a r d w i t h t e s t i m o n y . 

13 Furthermore, we have a l s o f i l e d 

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

15 we have t o go w i t h the v o l u n t a r y u n i t . They were not 

16 i n c l u d e d i n the l e g a l ad f o r t h i s h e a r i n g and we would 

17 request t h a t those a l s o be i n c l u d e d on the docket f o r 

18 the 27th of December. The t e s t i m o n y w i l l not change. 

19 A l l we're seeking i s the w a t e r f l o o d a u t h o r i t y i n the 

20 u n i t s and o f f s e t t i n g l e a s e , i f , i n f a c t , we're unable 

21 t o get the necessary r a t i f i c a t i o n s t o go fo r w a r d w i t h 

22 our plans t o s t a t u t o r i l y u n i t i z e . 

23 HEARING EXAMINER: Okay. Now, which one's 

24 the problem, 9823? 

25 MR. CARR: Yes, s i r . I t ' s j u s t t h a t the 

CUMBRE COURT REPORTING 
(505) 984-2244 



6 

1 t o t a l acreage i n t h a t i s i n c o r r e c t . I t i n c l u d e s a l l 

2 the lands i n the s t a t u t o r y u n i t . 

3 And the other case was j u s t w a t e r f l o o d 

4 a p p l i c a t i o n s , and I'm sure they were not put on the 

5 docket because i t was assumed t h a t t h i s case t h a t i s 

6 a d v e r t i s e d would i n c l u d e a u t h o r i t y f o r the whole 

7 p r o j e c t , s i n c e i t i n c l u d e s a l l the acreage. 

8 HEARING EXAMINER: Okay. How many acres 

9 should have been i n c l u d e d i n Case 9823? 

10 MR. CARR: 320 i n the v o l u n t a r y u n i t . 

11 HEARING EXAMINER: Oh, w e l l , i t ' s always 

12 b e t t e r t o have more than not enough, so as f a r as the 

13 u n i t agreement t h e r e s h o u l d n ' t be any problem. 

14 MR. CARR: A l l r i g h t . Then, the o n l y t h i n g 

15 we would ask i s t h a t we be p e r m i t t e d t o go ahead and 

16 cover the e n t i r e w a t e r f l o o d a p p l i c a t i o n i n t h i s 

17 h e a r i n g today. 

18 HEARING EXAMINER: A l l r i g h t . How about 

19 Case 9809 or Case 9823? Are you going t o proceed w i t h 

20 the u n i t agreement at t h i s p o i n t ? 

21 MR. CARR: Our case w i l l cover the request 

22 f o r a s t a t u t o r y u n i t , i n the a l t e r n a t i v e f o r a 

23 v o l u n t a r y u n i t , and f o r w a t e r f l o o d i n g a u t h o r i t y . So 

24 i t w i l l i n c l u d e e v e r y t h i n g i n those t h r e e cases. A l l 

25 r i g h t ? 

CUMBRE COURT REPORTING 
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1 HEARING EXAMINER: I don't u n d e r s t a n d , but 

2 okay. 

3 MR. STOVALL: I t w i l l a l l become c l e a r i n 

4 the t e s t i m o n y , won't i t ? 

5 MR. CARR: I b e l i e v e i t w i l l , yes. At t h i s 

6 time we would c a l l Cy Cowan. 

7 HEARING EXAMINER: F i r s t we need t o swear 

8 the witnesses i n . W i l l the witnesses please s t a n d . 

9 (Thereupon, the witnesses were sworn.) 

10 CY COWAN 

11 C a l l e d as a wi t n e s s h e r e i n , a f t e r having been f i r s t 

12 d u l y sworn upon h i s o a t h , t e s t i f i e d as f o l l o w s : 

13 EXAMINATION 

14 BY MR. CARR: 

15 Q. W i l l you s t a t e your f u l l name f o r the 

16 r e c o r d , p l e a s e . 

17 A. Myname i s C y C o w a n . 

18 Q. By whom are you employed and i n what 

19 capac i t y ? 

20 A. I'm employed by the Yateses as a landman i n 

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

22 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 the 

23 O i l Co n s e r v a t i o n D i v i s i o n ? 

24 A. Yes , I have . 

25 Q. At the time you p r e v i o u s l y t e s t i f i e d , were 

CUMBRE COURT REPORTING 
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1 your c r e d e n t i a l s as a landman accepted and made a 

2 matter of record? 

3 A. Yes, they were. 

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

5 i n each of these c o n s o l i d a t e d cases? 

6 A. Yes. 

7 Q. Are you f a m i l i a r w i t h the s t a t u s of the 

8 lands i n v o l v e d i n each of these cases? 

9 A. Yes, I am. 

10 MR. CARR: Are the w i t n e s s ' s q u a l i f i c a t i o n s 

11 acceptable? 

12 HEARING EXAMINER: They a r e . 

13 Q. W i l l you b r i e f l y s t a t e what Yates D r i l l i n g 

14 Company seeks i n these c o n s o l i d a t e d cases? 

15 A. Yates D r i l l i n g Company i s seeking a 

16 s t a t u t o r y u n i t i z a t i o n f o r the proposed Cactus Queen 

17 Un i t which c o n s i s t s of 560 acres and, i n the 

18 a l t e r n a t i v e , a p p r o v a l of a v o l u n t a r y u n i t agreement 

19 c o n s i s t i n g of 320 acres; and al s o a p p r o v a l of a 

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

21 on the a d j o i n i n g Doyal l e a s e . 

22 These acreages are found i n Sections 26, 

23 27, 34, 35, i n Township 12 South, Range 31 East, 

24 Chaves County, New Mexico. 

25 Q. Why i s Yates D r i l l i n g seeking a l t e r n a t i v e 

CUMBRE COURT REPORTING 
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1 r e l i e f ? 

2 A. Yates D r i l l i n g b e l i e v e s t h a t secondary 

3 r e c o v e r y e f f o r t s are necessary i n t h i s p o r t i o n of the 

4 Southeast Chaves Queen Pool t o avoi d the waste of 

5 o i l . And a l s o , i f we're not able t o o b t a i n 

6 s i g n i f i c a n t r a t i f i c a t i o n s t o make a s t a t u t o r y u n i t , we 

7 would want t o be able t o go fo r w a r d as soon as 

8 p o s s i b l e w i t h the v o l u n t a r y u n i t and the w a t e r f l o o d i n g 

9 program. 

10 Q. Would you r e f e r t o what has been marked f o r 

11 i d e n t i f i c a t i o n as Yates E x h i b i t No. 1 and e x p l a i n t o 

12 the Examiner what i t i s and what i t shows. 

13 A. E x h i b i t No. 1 i s an area p l a t of the 

14 Southeast Chaves Queen area. And Secti o n s 12 South, 

15 Range 31 East, o u t l i n e d i n y e l l o w , i s the proposed 

16 Cactus Queen Uni t c o n s i s t i n g of 560 ac r e s . 

17 Q. What i s the second page on t h i s e x h i b i t ? 

18 A. Excuse me, t h a t was a p l a t of the s t a t u t o r y 

19 u n i t . The second p l a t o u t l i n e d i n blue i s a p l a t f o r 

20 the proposed v o l u n t a r y u n i t , which i s found i n 

21 p o r t i o n s of Sections 27 and 34. 

22 Q. Would you now go t o the t h i r d page of t h i s 

23 e x h i b i t . 

24 A. The t h i r d page i n t h i s e x h i b i t o u t l i n e s the 

25 lease owned by t h e - - t h e Doyal l e a s e , and i t i s i n 

CUMBRE COURT REPORTING 
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1 p o r t i o n s of Sections 26, 27 and 34, a l s o . 

2 Q. Now, Mr. Cowan, Yates seeks a u t h o r i t y t o 

3 s t a t u t o r i l y u n i t i z e the area o u t l i n e d i n y e l l o w on 

4 page 1 of t h i s e x h i b i t , i s t h a t c o r r e c t ? 

5 A. Y e s , s i r . 

6 Q. I f you're unable t o o b t a i n r a t i f i c a t i o n s 

7 necessary f o r s t a t u t o r y u n i t i z a t i o n , i t i s then Yates 

8 D r i l l i n g Company's p r o p o s a l t o u n i t i z e the acreage on 

9 a v o l u n t a r y b a s i s , t h a t i s shown on the second page of 

10 t h i s e x h i b i t , i s t h a t r i g h t ? 

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

12 Q. Yates i s als o seeking a u t h o r i t y t o 

13 i n s t i t u t e w a t e r f l o o d i n g i n the s t a t u t o r y u n i t i f t h a t 

14 i s approved? 

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

16 Q. I f you're unable t o s t a t u t o r i l y u n i t i z e , 

17 Yates i s als o seeking a u t h o r i t y t o implement 

18 w a t e r f l o o d p r o j e c t s i n both the v o l u n t a r y u n i t and on 

19 the Doyal l e a s e , i s t h a t r i g h t ? 

20 A. Yes, s i r . 

21 Q. Would you now go t o what has been marked as 

22 Yates D r i l l i n g E x h i b i t No. 2, i d e n t i f y t h a t and review 

23 i t f o r Mr. Stogner. 

24 A. Yes, s i r . E x h i b i t No. 2 i s an ownership 

25 p l a t showing the proposed Cactus Queen U n i t i n 12 
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1 South, 31 East. This u n i t i s made up of f e d e r a l , 

2 s t a t e and fee l a n d . These lands are coded as the 

3 c l e a r p o r t i o n s are f e d e r a l l a n d s , the cross-hatched 

4 p o r t i o n s are s t a t e l a n d s , and the darkened p o r t i o n s 

5 are fee l a n d s . 

6 Q. Does Yates D r i l l i n g Company operate a l l the 

7 lands w i t h i n the outer boundary of the area t h a t i s 

8 proposed f o r s t a t u t o r y u n i t i z a t i o n ? 

9 A. Y e s , s i r . 

10 Q . And the reason we are here i s t h a t the 

11 Doyal lease does not c o n t a i n a p r o v i s i o n which p e r m i t s 

12 the o p e r a t o r t o u n i t i z e these lands? 

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

14 Q. Let's go now t o E x h i b i t s 3-A and 3-B, and I 

15 would ask you t o i d e n t i f y t h e s e , p l e a s e . 

16 A. E x h i b i t 3-A i s a Uni t Agreement f o r the 

17 s t a t u t o r y Cactus Queen U n i t . This U n i t Agreement i s 

18 dated November 1, 1989, and i t covers p o r t i o n s of 

19 Sections 26, 27, 34 and 35 of Township 12 South, Range 

20 31 East, Chaves County, New Mexico. 

21 And E x h i b i t 3-B i s a Un i t Agreement f o r the 

22 v o l u n t a r y u n i t f o r the Cactus Queen U n i t , dated 

23 November 1, 1989, a l s o , and i t i s made up of p o r t i o n s 

24 of land i n Sections 27 and 34 i n Township 12 South, 

25 Range 31 East, Chaves County, New Mexico. 
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1 Q. Are these U n i t Agreements standard forms 

2 t h a t have been u t i l i z e d by Yates D r i l l i n g f o r the 

3 development of other lands i n s o u t h e a s t e r n New Mexico 

4 on a u n i t i z e d basis? 

5 A. Yes, s i r , these are on your standard s t a t e 

6 form and f e d e r a l form. 

7 Q. Do these agreements show the c h a r a c t e r of 

8 the lands i n v o l v e d i n the u n i t ? 

9 A. Yes, they do. 

10 Q. Do th e y p r o v i d e f o r the i n s t i t u t i o n of 

11 w a t e r f l o o d o p e r a t i o n s ? 

12 A. Yes, they do. 

13 Q. Do they set out the b a s i s f o r p a r t i c i p a t i o n 

14 f o r the i n t e r e s t owners i n the u n i t ? 

15 A. Y e s , s i r . 

16 Q. Do th e y p r o v i d e f o r p e r i o d i c f i l i n g s of 

17 plans of development? 

18 A. Y e s , s i r . 

19 Q. Please i d e n t i f y what have been marked as 

20 Yates D r i l l i n g E x h i b i t s 4-A and 4-B. 

21 A. E x h i b i t 4-A i s a Uni t O p e r a t i n g Agreement 

22 made up by Yates D r i l l i n g Company dated November 1, 

23 1989, f o r the Cactus Queen U n i t . The Un i t O p e r a t i n g 

24 Agreement covers p o r t i o n s of Sections 26, 27, 34 and 

25 35, Township 12 South, Range 31 East. 
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1 And E x h i b i t 4-B i s a l s o a U n i t O p e r a t i n g 

2 Ag reement c o v e r i n g the Cactus Queen U n i t , and i t 

3 covers p o r t i o n s of Secti o n s 27 and 34, Township 12 

4 South, Range 31 East, Chaves County, New Mexico. 

5 Q. Are these o p e r a t i n g agreements a l s o 

6 standard forms u t i l i z e d f o r other p r o j e c t s i n 

7 sou t h e a s t e r n New Mexico? 

8 A. Yes , s i r , they a r e . 

9 Q. Do these d e f i n e the r i g h t s and d u t i e s of 

10 the p a r t i e s t o the u n i t agreement and u n i t o p e r a t i n g 

11 agreement? 

12 A . Yes , s i r . 

13 Q. Do these agreements p r o v i d e f o r the s h a r i n g 

14 of c o s t s and investments i n the u n i t ? 

15 A . Yes , they do. 

16 Q. And they set f o r t h v o t i n g procedures? 

17 A . Yes , s i r . 

18 Q. What are those v o t i n g procedures? 

19 A . The v o t i n g procedures are based on 

20 e q u a l - - t h e y ' r e based on equal t o each working i n t e r e s t 

21 owner's p a r t i c i p a t i o n i n the u n i t . 

22 Q. Do th e y set f o r t h the a c c o u n t i n g procedures 

23 to be f o l l o w e d i n a c c o u n t i n g t o the i n t e r e s t owners i n 

24 the u n i t area? 

25 A. Yes, s i r . 
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1 Q. I f e i t h e r s t a t u t o r y u n i t i z a t i o n or 

2 v o l u n t a r y u n i t i z a t i o n r e s u l t s from the e f f o r t s of 

3 Yates D r i l l i n g i n the Cactus Queen U n i t area, w i l l the 

4 u n i t be operated under b a s i c a l l y the same U n i t 

5 Agreement and the same Ope r a t i n g Agreement? 

6 A. Yes, s i r , they w i l l . 

7 Q. So no matter which way you go, the 

8 u n d e r l y i n g agreements are b a s i c a l l y the same? 

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

10 Q. Could you r e f e r t o what has been marked f o r 

11 i d e n t i f i c a t i o n as Yates D r i l l i n g E x h i b i t No. 5 and 

12 review t h a t f o r Mr. Stogner. 

13 A. Yes, s i r . E x h i b i t No. 5 i s f o r the Cactus 

14 Queen U n i t . I t ' s a l i s t of the working i n t e r e s t 

15 owners f o r the s t a t u t o r y u n i t . I t names out the 

16 working i n t e r e s t owners, and t o the r i g h t i t 

17 d e s i g n a t e s the percentage of the u n i t . 

18 Q. Could you i d e n t i f y those i n t e r e s t owners 

19 who at t h i s time remain unsigned? 

20 A. A hundred p e r c e n t of the working i n t e r e s t 

21 owners have agreed t o p a r t i c i p a t e . 

22 Q. A l l r i g h t . Would you go t o the next page 

23 which i s 5-A, and review t h a t f o r Mr. Stogner. 

24 A. Yes, s i r . E x h i b i t 5-A i s working i n t e r e s t 

25 owners f o r the v o l u n t a r y u n i t , f o r the Cactus Queen 
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1 U n i t , and, once a g a i n , i t d e s i g n a t e s the working 

2 i n t e r e s t owner and to the r i g h t i t d e s i g n a t e s t h e i r 

3 percentage of i n t e r e s t i n the u n i t . 

4 Q. So i n the v o l u n t a r y u n i t , of course, 100 

5 percent would be in? 

6 A. Y e s , s i r . 

7 Q. Let's go t o E x h i b i t No. 6 and I would ask 

8 you to j u s t i d e n t i f y t h a t f o r the Examiner. 

9 A. E x h i b i t No. 6 i s a l i s t of the bas i c 

10 r o y a l t y owners i n the Cactus Queen U n i t . 

11 Q. Does i t show t h e i r p a r t i c i p a t i o n i n the 

12 u n i t ? 

13 A. Yes, i t does. I t i n c l u d e s the f e d e r a l 

14 government and the State of New Mexico on the o t h e r s . 

15 Q. Has Yates reviewed t h i s p r o p o s a l w i t h the 

16 Bureau of Land Management? 

17 A. Yes, we have. 

18 Q. What response has been received? 

19 A. We v i s i t e d w i t h Armando Lopez i n R o s w e l l , 

20 New Mexico, and they were i n fa v o r of the 

21 w a t e r f l o o d i n g p r o j e c t . 

22 Q. Have you reviewed t h i s a p p l i c a t i o n w i t h the 

23 St a t e Land O f f i c e ? 

24 A. Y e s , s i r . 

25 Q. And are they now p r o c e s s i n g t h a t 
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1 a p p l i c a t i o n ? 

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

3 Q. Could you i d e n t i f y what has been marked as 

4 E x h i b i t No. 7, pl e a s e . 

5 A . Yes, s i r . E x h i b i t No. 7 i s a l e t t e r from 

6 the Bureau of Land Management i n Ro s w e l l , New Mexico, 

7 from Armando Lopez, and i t i s j u s t going on re c o r d 

8 t h a t they agree w i t h the w a t e r f l o o d i n g p r o j e c t of the 

9 Cactus Queen area. They b e l i e v e i t ' s the best f o r the 

10 u n i t . 

11 Q. Mr. Cowan, would you now i d e n t i f y what has 

12 been marked as Yates D r i l l i n g E x h i b i t No. 8? 

13 A. Yes. E x h i b i t No. 8 are a f f i d a v i t s from 

14 Campbell & Black c o n f i r m i n g n o t i c e of t h i s h e a r i n g , as 

15 r e q u i r e d by OCD r u l e s . 

16 MR. CARR: Mr. Stogner, I have not a t t a c h e d 

17 t o each of the a f f i d a v i t s a copy of a l l the n o t i c e 

18 l e t t e r s and r e t u r n r e c e i p t s . I do have the o r i g i n a l 

19 set here, and w i t h your p e r m i s s i o n I would tender t h a t 

20 as p a r t of E x h i b i t 8 f o r the Commission. 

21 I do have a d d i t i o n a l copies of i t but i t ' s 

22 voluminous, and I d i d n ' t see t h a t a n y t h i n g would be 

23 accomplished by making and c i r c u l a t i n g numerous 

24 c o p i e s . There are two sets of r e t u r n r e c e i p t s i n 

25 t h e r e . One addresses the u n i t i z a t i o n q u e s t i o n and the 
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1 other addresses u n i t i z a t i o n and w a t e r f l o o d . They were 

2 a l l sent t o g e t h e r . The o r i g i n a l l e t t e r s are t h e r e and 

3 the r e t u r n r e c e i p t s are a l s o enclosed. 

4 Q. Mr. Cowan, were E x h i b i t s 1 th r o u g h 8 

5 prepared by you or compiled at your d i r e c t i o n and 

6 under your s u p e r v i s i o n ? 

7 A. Yes, s i r . 

8 MR. CARR: At t h i s t i m e , Mr. Stogner, we 

9 would move the admission of Yates E x h i b i t s 1 th r o u g h 

10 8 . 

11 HEARING EXAMINER: E x h i b i t s 1 th r o u g h 8 

12 w i l l be a d m i t t e d i n t o evidence. 

13 Q. [BY MR. CARR] Mr. Cowan, w i l l Yates a l s o 

14 c a l l an e n g i n e e r i n g w i t n e s s t o e x p l a i n the t e c h n i c a l 

15 aspects of t h i s case? 

16 A. Yes, they w i l l . 

17 Q. And also t o review the e f f o r t s t h a t have 

18 been made t o reach agreement w i t h the Doyal i n t e r e s t ? 

19 A. Y e s , s i r . 

20 MR. CARR: I have n o t h i n g f u r t h e r . 

21 HEARING EXAMINER: Thank you, Mr. Carr. 

22 EXAMINATION 

23 BY MR. STOGNER: 

24 Q. Mr. Cowan,, i n E x h i b i t No. 6, e x p l a i n i t i n 

25 a l i t t l e more d e t a i l f o r me here. This i s the ba s i c 
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1 r o y a l t y owners thr o u g h o v e r a l l v o l u n t a r y u n i t , or the 

2 s t a t u t o r y u n i t ? 

3 A. Mr. Examiner, I would r e a l l y l i k e , at t h i s 

4 t i m e , t o p o s s i b l y l e t someone w i t h Yates D r i l l i n g , 

5 o t h e r than me, go over t h i s w i t h you, as f a r as how 

6 they came t o these percentages on t h e i r p a r t i c i p a t i o n 

7 f o r m u l a . 

8 Q. Okay. I j u s t had some b a s i c q u e s t i o n s 

9 t h e r e . None of i t adds up t o 100 p e r c e n t . That's 

10 what's k i n d of c o n f u s i n g t o me. I f I go down a 

11 column, say under Apache 27 Stat e #1, i t comes out t o 

12 0.01164. And then i f you take a l l of these columns 

13 over t o the t o t a l , i t ' s .125. Nothing adds up t o a 

14 hundred. Am I rea d i n g t h i s wrong? 

15 A. The r o y a l t y i n t e r e s t s t h a t are i n v o l v e d i n 

16 t h i s i s a one-eighth r o y a l t y t h a t was kept out by the 

17 Doyal f a m i l y . That's where your .125 comes i n . 

18 MR. STOVALL: Perhaps, Mr. Examiner, I can 

19 ask a couple of a d d i t i o n a l q u e s t i o n s t h a t might 

20 approach t h i s . 

21 EXAMINATION 

22 BY MR. STOVALL: 

23 Q. I f I understand what t h i s p r i n t o u t shows, 

24 i t i s the percentage of the net revenue i n t e r e s t 

25 a t t r i b u t a b l e t o each r o y a l t y owner under the 
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1 p r o d u c t i o n from each w e l l , a c c o r d i n g t o the 

2 p a r t i c i p a t i o n f o r m u l a i n the u n i t agreement, i s t h a t 

3 c o r r e c t ? 

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

5 Q. So the t o t a l r o y a l t y burden i s 12.5 per c e n t 

6 or .125 decimal i n t e r e s t , i s t h a t c o r r e c t ? 

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

8 Q. So you read across — l e t me j u s t take t h i s a 

9 l i t t l e f u r t h e r and make sure t h a t we've got i t 

10 c l a r i f i e d on the re c o r d — l e t ' s s t a r t w i t h the U.S.A. 

11 on the t o p . They have the U.S.A. f e d e r a l lease w i l l 

12 r e c e i v e a r o y a l t y based on p a r t i c i p a t i o n from the 

13 B u r k i t t Federal #3, the DeLuna Fe d e r a l #3, the Garner 

14 Fe d e r a l #7, the Garner Federal #9, and 

15 Southeast/Northeast of 34, and the Northwest/Northwest 

16 of 34, i d e n t i f i e d as Garner and B u r k i t t i n 

17 parentheses? 

18 A. Y e s , s i r . 

19 Q. And the t o t a l r o y a l t y i n t e r e s t t o be 

20 r e c e i v e d by the U.S.A. out of the u n i t — a n d t h i s i s 

21 the s t a t u t o r y u n i t , i s t h i s c o r r e c t ? 

22 A. Yes, i t i s . 

23 Q. The t o t a l net revenue i n t e r e s t of the 

24 U.S.A. as a r o y a l t y i s 4.5554 p e r c e n t , i s t h a t 

25 c o r r e c t ? 
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1 A . Yes, s i r . 

2 MR. STOVALL: Okay. 

3 HEARING EXAMINER: A l l r i g h t . 

4 FURTHER EXAMINATION 

5 BY MR. STOGNER: 

6 Q • W e l l , when I look at t h i s E x h i b i t No. 

7 6--and c o r r e c t me i f I'm wrong and t h i s i s not the 

8 c o r r e c t e x h i b i t t o look a t - - b u t who a l l has agreed t o 

9 j o i n and who hasn't? 

11 f e d e r a l government has agreed t o j o i n and the s t a t e i s 

12 c o n s i d e r i n g . They w i l l be one of the r o y a l t y owners. 

13 We j u s t wanted t o go on r e c o r d r i g h t now, today, t h a t 

14 we have had problems c o n t a c t i n g and v i s i t i n g w i t h the 

15 Doyal f a m i l y concerning t h e i r r o y a l t y i n t e r e s t s 

16 p a r t i c i p a t i n g i n t h i s u n i t . 

17 Q. Now, which--okay, I see s e v e r a l Doyals. I 

18 al s o see a W i l l i a m s o n , a Penka, P E N K A and a 

19 Vargus. How do they come i n t o t h i s ? Have they 

20 j o i n e d ? Have they not? 

21 MR. CARR: Mr. Examiner, these are a l l p a r t 

22 of the Doyal i n t e r e s t s and they have not j o i n e d . When 

23 we go out t o seek r a t i f i c a t i o n s , we a n t i c i p a t e being 

24 able t o o b t a i n r a t i f i c a t i o n s of the s t a t u t o r y u n i t 

25 from the BLM and from the S t a t e . The Doyal i n t e r e s t 

10 A . The way i t reads r i g h t now i s t h a t the 
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1 owners are the group t h a t remain i n q u e s t i o n , and t h a t 

2 i n c l u d e s everyone else on t h a t l i s t . 

3 Q. Okay. So, of the i n t e r e s t s - - l e t ' s cut t h i s 

4 i n t e r e s t down, t h i s o n e - e i g h t h r o y a l t y , because 100 

5 percent of the working i n t e r e s t i n both u n i t s have 

6 agreed, r i g h t ? 

7 A. Yes. 

8 Q. A l l r i g h t . What percentage of the 

9 s t a t u t o r y u n i t i z a t i o n request have not agreed t o put 

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

11 MR. STOVALL: Mr. Cowan, I see you are 

12 l o o k i n g at somebody e l s e . 

13 THE WITNESS: I'm l o o k i n g at someone e l s e , 

14 yes . 

15 MR. STOVALL: I s somebody el s e prepared t o 

16 t e s t i f y t o t h i s , Mr. Carr? 

17 MR. CARR: I t h i n k most of these q u e s t i o n s 

18 can be d e f e r r e d , i f the Examiner p l e a s e , t o Toby 

19 Rhodes, who has been on t h i s p r o j e c t from Day One and 

20 has been the person i n v o l v e d i n the n e g o t i a t i o n s w i t h 

21 the Doyals, i n s t e a d of Mr. Cowan. Mr. Cowan has 

22 reviewed the land end of i t , but he has o n l y looked at 

23 t h a t p o r t i o n of i t , not i n the c o n t e x t of what e x i s t s . 

24 HEARING EXAMINER: W e l l , t h a t ' s what my 

25 q u e s t i o n i s . 
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1 MR. CARR: I t appears those q u e s t i o n s can 

2 be e a s i l y answered, i f we can d e f e r them t o Mr. 

3 Rhodes. 

4 Q. W e l l , b e f o r e we do t h a t , i f you can gi v e 

5 me-- A l l I'm asking f o r are two f i g u r e s . You're a 

6 landman, you s a i d you looked at the o v e r a l l s , so what 

7 are these two f i g u r e s I'm l o o k i n g f o r ? S u r e l y you can 

8 g i v e t h a t t o me. 

9 A. Okay. Would you repeat the q u e s t i o n , 

10 p l e a s e . 

11 Q. A l l r i g h t . What i s the percentage of the 

12 r o y a l t y i n t e r e s t i n the s t a t u t o r y u n i t t h a t have 

13 agreed t o pool t h e i r i n t e r e s t and those t h a t have not 

14 agreed t o poo l t h e i r i n t e r e s t ? I'm l o o k i n g f o r two 

15 numbers out of t h i s o n e - e i g h t h r o y a l t y , who have 

16 agreed or what i s the t o t a l number? 

17 A. Okay. I t h i n k what I can t e l l you i s t h a t 

18 the Doyals' r o y a l t y i n t e r e s t i s 42.2272. 

19 Q. Percent? 

20 A. Yes, s i r . The d i f f e r e n c e between t h a t and 

21 100 perc e n t of the 12 and a h a l f p e r c e n t , I don't have 

22 i t i n my mind, but t h a t i s the d i f f e r e n c e of the 

23 people who w i l l r a t i f y , or t h a t i s the d i f f e r e n c e i n 

24 the r o y a l t y i n t e r e s t . 

25 Q. So, you're seeking t o s t a t u t o r i l y u n i t i z e 
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1 42 .2272 p e r c e n t ? 

2 A. Y e s , s i r . 

3 HEARING EXAMINER: Oh, w e l l , Mr. C a r r ? 

4 MR. CARR: Those a r e t h e ones t h a t have n o t 

5 r a t i f i e d a t t h i s t i m e . When we g e t t h e o r d e r we 

6 i n t e n d t o go back t o them and seek t h e i r 

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

8 We w i l l come t o y o u , g e t an o r d e r , and 

9 f o l l o w i n g t h e o r d e r we have a s i x - m o n t h p e r i o d o f t i m e 

10 t o go and seek r a t i f i c a t i o n . I f we do n o t g e t 

11 r a t i f i c a t i o n t h e o r d e r , t h e n , becomes n u l l and v o i d 

12 and we would be f o r c e d t o go on a v o l u n t a r y b a s i s . 

13 We a r e h o p e f u l t h a t i f we can o b t a i n an 

14 o r d e r f r o m t h e D i v i s i o n , t h a t we can t h e n go back t o 

15 t h e D o y a l s and show t h e e v i d e n c e t h a t was p r e s e n t e d , 

16 t h e b e n e f i t s t h a t w i l l be d e r i v e d , and t h a t some, i f 

17 n o t a l l o f t h e D o y a l i n t e r e s t o w ners, w i l l a t t h a t 

18 t i m e be w i l l i n g t o j o i n w i t h Y a t e s and go f o r w a r d w i t h 

19 t h e s t a t u t o r y u n i t . Then we can g e t t h e f u l l b e n e f i t 

20 o f t h e w a t e r f l o o d . 

21 HEARING EXAMINER: Okay. We're g o i n g t o 

22 t a k e a f i v e - m i n u t e r e c e s s . 

23 MR. CARR: That w o u l d be f i n e . 

24 [ T h e r e u p o n , a r e c e s s was t a k e n . ] 

25 HEARING EXAMINER: W e ' l l go back on t h e 
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1 r e c o r d . I have no f u r t h e r q u e s t i o n s of t h i s w i t n e s s . 

2 Are t h e r e any other q u e s t i o n s ? 

3 MR. STOVALL: I do have a q u e s t i o n . And, 

4 Mr. Cowan, maybe you can answer i t . 

5 FURTHER EXAMINATION 

6 BY MR. STOVALL: 

7 Q. I missed some of the i n i t i a l d i s c u s s i o n on 

8 the v a r i e t y of cases, but i f I look at your E x h i b i t 1 

9 and t h e r e are t h r e e pages t o i t , am I c o r r e c t , your 

10 t h r e e p l a t s ? 

11 A. Y e s , s i r . 

12 Q. I'm a l i t t l e b i t confused because i t 

13 appears t h a t what you've i d e n t i f i e d as the w a t e r f l o o d 

14 p r o j e c t area i s o u t s i d e of the v o l u n t a r y u n i t area but 

15 w i t h i n the s t a t u t o r y u n i t area, i s t h a t c o r r e c t ? 

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

17 Q. Can you e x p l a i n t o me what the r e l a t i o n s h i p 

18 i s t h e r e and why t h a t i s happening? 

19 A. We're t r y i n g t o get a s t a t u t o r y u n i t 

20 t o g e t h e r i n c l u d i n g a l l of the Doyal l e a s e s , which 

21 i n c l u d e the w a t e r f l o o d area t h a t you're l o o k i n g at i n 

22 t h i s t h i r d page. We wanted t o get a s t a t u t o r y u n i t 

23 i n c l u d i n g t h a t area. We're seeking t h a t . 

24 Q. But you're o n l y seeking t o w a t e r f l o o d t h a t 

25 area t h a t ' s on the t h i r d page? 
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1 MR. CARR: No, t h a t ' s i n c o r r e c t . What 

2 we're s e e k i n g i s a s t a t u t o r y u n i t i n c l u d i n g a l l t h e 

3 l a n d s on page 1 , and a w a t e r f l o o d p r o j e c t i n t h a t 

4 a c r e a g e . 

5 MR. STOVALL: Oh, okay. 

6 MR. CARR: Then, i f we c a n n o t g e t t h a t 

7 because a f t e r we go back w i t h t h e o r d e r t o t h e D o y a l s , 

8 t h e r e ' s a chance we can g e t r a t i f i c a t i o n , b u t i f we 

9 c a n ' t , we wou l d l i k e t o be a b l e t o i m m e d i a t e l y go 

10 f o r w a r d w i t h a v o l u n t a r y u n i t , w a t e r f l o o d t h a t . And 

11 a l s o , because o f p o t e n t i a l a d v e r s e consequences on t h e 

12 i n d i v i d u a l D o y a l l e a s e , we have an o b l i g a t i o n t o a l s o 

13 w a t e r f l o o d t h a t t r a c t , t o o . 

14 MR. STOVALL: On a n o n - u n i t i z e d b a s i s ? 

15 MR. CARR: Yes. So we have two w a t e r f l o o d s 

16 on t h e two o f f s e t t i n g p i e c e s o f t h i s . So t h a t ' s why 

17 t h i s i s c o m p l i c a t e d . 

18 MR. STOVALL: Okay. I have no f u r t h e r 

19 q u e s t i o n s . 

20 HEARING EXAMINER: B e f o r e we g e t o f f t h e 

21 s u b j e c t , I do want one c l a r i f i c a t i o n . 

22 FURTHER EXAMINATION 

23 BY MR. STOGNER: 

24 Q. I'm l o o k i n g a t my t h r e e maps i n E x h i b i t 1 , 

25 okay? The f i r s t one ends i n y e l l o w i s t h e s t a t u t o r y 
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1 u n i t , r i g h t ? 

2 A. Y e s , s i r . 

3 Q. The second one i s your v o l u n t a r y u n i t 

4 you're seeking i n 9823, r i g h t ? 

5 A. Yes. 

6 Q. Now, the t h i r d one would be a second 

7 w a t e r f l o o d p r o j e c t a t t a c h e d t o the v o l u n t a r y u n i t 

8 agreement, i s t h a t c o r r e c t ? What i s t h i s l i t t l e one? 

9 MR. CARR: That would be si m p l y a 

10 w a t e r f l o o d on a lease b a s i s . 

11 HEARING EXAMINER: Okay. 

12 MR. CARR: The reason would be, the 

13 w a t e r f l o o d on the v o l u n t a r y u n i t would tend t o impact 

14 the i n t e r e s t owners i n the lease unless we a l s o 

15 implemented a lease w a t e r f l o o d p r o j e c t and worked out 

16 so t h a t t h e r e would be e q u i t y across the boundary 

17 between the two, and t h a t ' s why we have t o have t h i s 

18 l a s t p a r t on i t . 

19 Q. Now t h a t t h i r d map, i s t h a t one lease or i s 

20 i t s e v e r a l leases? 

21 MR. CARR: I t ' s one l e a s e . 

22 A. Those are the Doyal l e a s e s . 

23 HEARING EXAMINER: Okay, t h a t i s the Doyal 

24 l e a s e . T h e r e f o r e , t h a t ' s the reason you l e f t o u t , i t 

25 looked l i k e some Yates p r o p e r t i e s , P h i l l i p s p r o p e r t i e s 
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1 and Gallagher p r o p e r t i e s . 

2 MR. CARR: Because they were c o n t i g u o u s , 

3 o n l y corner t o c o r n e r , and when we t r i e d t o i n c l u d e 

4 those i t was i m p o s s i b l e t o add t h a t , because the y were 

5 not con t i g u o u s except corner t o c o r n e r . 

6 MR. STOVALL: Mr. Carr, l e t me go a l i t t l e 

7 f u r t h e r w i t h t h i s , and I a p o l o g i z e i f t h i s i s an 

8 ignorance on my p a r t as I read t h i s t h i n g , but what 

9 you r e a l l y need i s ap p r o v a l f o r the w a t e r f l o o d e i t h e r 

10 w i t h i n the s t a t u t o r y u n i t area, which then i t j u s t 

11 becomes a s i n g l e u n i t w i t h a s i n g l e w a t e r f l o o d 

12 pro j ect — 

13 MR. CARR: R i g h t . 

14 MR. STOVALL: --or you need a p p r o v a l f o r a 

15 w a t e r f l o o d w i t h i n the v o l u n t a r y u n i t area and al s o 

16 w i t h i n the lease area? 

17 MR. CARR: That i s c o r r e c t . 

18 MR. STOVALL: You're c a l l i n g i t a s i n g l e 

19 w a t e r f l o o d p r o j e c t i n your w a t e r f l o o d Case 9810, which 

20 i s a s i n g l e case a p p r o v i n g a w a t e r f l o o d t h r o u g h the 

21 e n t i r e area, i t ' s the o p e r a t i o n and management of 

22 those from the s t a n d p o i n t of a l e a s e h o l d s i t u a t i o n and 

23 not a f l o o d i n g , t e c h n i c a l s i t u a t i o n ? 

24 MR. CARR: That's c o r r e c t . And Mr. S t o v a l l 

25 we f i l e d , at the time we f i l e d the o v e r a l l w a t e r f l o o d , 

CUMBRE COURT REPORTING 
(505) 984-2244 



28 

1 r i g h t a f t e r t h a t , two separate 108's f o r two separate 

2 a d d i t i o n a l w a t e r f l o o d p r o j e c t s . I t was my 

3 u n d e r s t a n d i n g t h a t the l a r g e r was co n s i d e r e d t o 

4 i n c l u d e the two p a r t s , and so i t was a d v e r t i s e d i n 

5 t h i s f a s h i o n . 

6 We d i d , however, p r o v i d e i n d i v i d u a l n o t i c e 

7 and i n d i v i d u a l copies of t h r e e C-108's t o each 

8 i n t e r e s t owner. 

9 MR. STOVALL: So i f we—and I'm t r y i n g t o 

10 s t r u c t u r e t h i s so t h a t as we approach t h i s t h i n g we 

11 can approach an order i n a s e n s i b l e f a s h i o n . 

12 MR. CARR: And I w i l l admit t o you t h a t I 

13 have some concern t h a t at the end of t h i s we may need 

14 t o r e a d v e r t i s e the w a t e r f l o o d aspect of t h i s , Mr. 

15 S t o v a l l . 

16 MR. STOVALL: I t h i n k we can issue one 

17 order which would approve the s t a t u t o r y u n i t , c r e a t e 

18 the s t a t u t o r y u n i t , and a companion o r d e r - - W e l l , l e t 

19 me back up and do t h i s more l o g i c a l l y , I t h i n k . 

20 We get issue the s t a t u t o r y u n i t order or we 

21 can issue an a l t e r n a t i v e order i n Case 9823, approving 

22 the v o l u n t a r y u n i t ? 

23 MR. CARR: Yes, s i r . 

24 MR. STOVALL: One or the other w i l l go i n t o 

25 e f f e c t , but not both? 
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1 MR. CARR: Yes. 

2 MR. STOVALL: And the language i n the two 

3 ord e r s w i l l have t o t i e them t o g e t h e r i n t h a t manner, 

4 and we may even f i n d i t ' s e a s i e r t o do i t as a s i n g l e 

5 order i n both cases. 

6 MR. CARR: That's c o r r e c t . 

7 MR. STOVALL: Now, i n Case 9810, we would 

8 issue an order approving a w a t e r f l o o d i n the area 

9 d e s c r i b e d by the same boundaries as the s t a t u t o r y 

10 u n i t ; however, i f the s t a t u t o r y u n i t order becomes 

11 v o i d , then t h a t w a t e r f l o o d order would need t o p r o v i d e 

12 f o r ap p r o v a l of the w a t e r f l o o d w i t h i n the v o l u n t a r y 

13 u n i t area and w i t h i n the Doyal lease area; and those 

14 two areas, combined, do not equal the e n t i r e s t a t u t o r y 

15 u n i t area? 

16 MR. CARR: And t h a t i s c o r r e c t because of 

17 t h i s non-contiguous problem when t h a t lease comes 

18 o u t . And we can't w a t e r f l o o d the v o l u n t a r y u n i t 

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

20 o p e r a t i o n s on the l e a s e , because we f e e l we breach our 

21 o b l i g a t i o n s t o the i n t e r e s t owners on a lease b a s i s 

22 unless we do i t t h a t way. 

23 MR. STOVALL: You're saying what appears t o 

24 me to be the Northwest/Northwest of 35, which i s , 

25 l o o k i n g at the e x h i b i t s , the Gallagher w i l l be i n the 
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1 w a t e r f l o o d i f i t ' s i n the s t a t u t o r y u n i t , but i t w i l l 

2 not be i n the w a t e r f l o o d i f i t ' s i n the v o l u n t a r y u n i t 

3 and lease basis? 

4 MR. CARR: That's c o r r e c t . 

5 HEARING EXAMINER: I s somebody prepared t o 

6 address the impacts of t h a t ? 

7 MR. CARR: Yes, we can. 

8 MR. STOVALL: I'm a l i t t l e b i t concerned 

9 t h a t you've got a w a t e r f l o o d which i s one area on one 

10 case and i t ' s a sm a l l e r area on another case, and I 

11 would l i k e you t o address t h a t . 

12 MR. CARR: And our next witnesses can cover 

13 t h a t . 

14 MR. STOVALL: And as you approach your 

15 w i t n e s s e s , I'm sure y o u ' l l do so w i t h the thought i n 

16 mind t h a t you may be the one w r i t i n g the d r a f t order 

17 f o r us, t o o , i s t h a t c o r r e c t ? 

18 MR. CARR: I w i l l be very c a r e f u l as I go 

19 f o r w a r d . 

20 MR. STOVALL: I'm not saying t h a t ' s the 

21 case, Mr. Carr. I t ' s j u s t a thought t h a t you might 

22 keep i n mind. I t h i n k I understand what you're t r y i n g 

2 3 t o do. 

24 HEARING EXAMINER: I t h i n k I un d e r s t a n d , 

25 t o o ; a s t a t u t o r y p r o j e c t w i t h a c o r r e s p o n d i n g 
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1 w a t e r f l o o d p r o j e c t , or a v o l u n t a r y p r o j e c t w i t h a 

2 co r r e s p o n d i n g w a t e r f l o o d and, i n a d d i t i o n , a separate 

3 w a t e r f l o o d j u s t on the Doyal lease? 

4 MR. CARR: That's c o r r e c t . And I t h i n k 

5 j u s t by way of f u r t h e r e x p l a n a t i o n , we determined i t 

6 was i m p o r t a n t t o do t h i s at one time because we would 

7 l i k e t o present t o you evidence which compares what we 

8 have now, what we would be able t o o b t a i n under 

9 s t a t u t o r y , and what we would been able t o do i f we had 

10 t o go w i t h a v o l u n t a r y u n i t ; because we would l i k e t o 

11 take a l l of t h i s i n f o r m a t i o n t h a t has been presented 

12 back t o the r o y a l t y i n t e r e s t owners, and we're h o p e f u l 

13 t h a t when they see what the d i f f e r e n c e i s , t h a t , i n 

14 f a c t , we may be able t o o b t a i n r a t i f i c a t i o n s , put a 

15 s t a t u t o r y u n i t i n p l a c e , and do what we b e l i e v e w i l l 

16 r e a l l y u l t i m a t e l y recover the reserves i n the most 

17 e f f i c i e n t way. And t h a t ' s the reason we put i t a l l 

18 i n . We t h i n k we can l a y a b e t t e r p i c t u r e out by doing 

19 i t one time than by doing i t piecemeal, and coming 

20 back, t r y i n g one, and then t r y i n g another and t r y i n g 

21 a n o ther. 

22 MR. STOVALL: I understand t h a t , and 

23 h o p e f u l l y the evidence w i l l enable us t o make some 

24 f i n d i n g s which would show the advantages of a u n i t i z e d 

2 5 ope r a t i o n . 
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1 MR. CARR: And we're r e a d y t o p r e s e n t t h a t , 

2 I t h i n k • 

3 HEARING EXAMINER: I have no f u r t h e r 

4 q u e s t i o n s o f t h i s w i t n e s s . Are t h e r e any q u e s t i o n s o f 

5 Mr. Cowan? A l l r i g h t , you may be e x c u s e d . 

6 Mr . C a r r ? 

7 MR. CARR: At t h i s t i m e I would c a l l Mr. 

8 Rhodes. 

9 TOBIN L. RHODES 

10 C a l l e d as a w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t 

11 d u l y sworn upon h i s o a t h , t e s t i f i e d as f o l l o w s : 

12 EXAMINATION 

13 BY MR . CARR : 

14 Q. Would you s t a t e y o u r f u l l name f o r t h e 

15 r e c o r d , p l e a s e ? 

16 A . My name i s T o b i n L. Rhodes. 

17 Q. Mr. Rhodes, by whom are you employed? 

18 A . I'm employed by Yates D r i l l i n g Company. 

19 Q. I n what c a p a c i t y a r e you employed? 

20 A . My j o b r e s p o n s i b i l i t i e s i n c l u d e t h o s e o f an 

21 en g i ne e r . 

22 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 

23 O i l Con s e r v a t i o n D i v i s i o n and had yo u r c r e d e n t i a l s as 

24 a p e t r o leum 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 

25 r e c o r d ? 
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1 A. Yes , I have. 

2 Q. Are you f a m i l i a r w i t h each o f t h e 

3 a p p l i c a t i o n s f i l e d i n each o f t h e cases t h a t a r e now 

4 on f o r h e a r i n g ? 

5 A. Yes, I am. 

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

7 S o u t h e a s t Chaves Queen P o o l t h a t i s i n v o l v e d i n each 

8 o f t h e s e cases? 

9 A. Yes, I have. 

10 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 

11 a c c e p t a b l e ? 

12 MR STOVALL: Mr. Exa m i n e r , b e f o r e we do 

13 t h a t , I would l i k e t o ask one q u e s t i o n . Based on t h e 

14 p r e v i o u s t e s t i m o n y o f Mr. Cowan, you've i n d i c a t e d t h a t 

15 Mr. Rhodes w i l l a l s o a d d r e s s some o f t h e s e o w n e r s h i p 

16 i s s u e s ? 

17 MR. CARR: Yes, he's a v a i l a b l e t o do t h a t . 

18 MR. STOVALL: As l o n g as we're on t h e 

19 q u a l i f i c a t i o n s i d e , can you go i n t o t h a t a l i t t l e 

2 0 b i t ? 

21 Q. [BY MR. CARR] Mr. Rhodes, a re you f a m i l i a r 

22 w i t h p r i o r e f f o r t s t o o b t a i n v o l u n t a r y agreement among 

23 t h e i n t e r e s t owners i n t h i s a r e a t o d e v e l o p t h i s 

24 p o r t i o n o f t h e S o u t h e a s t Chaves Queen P o o l on a 

25 u n i t i z e d b a s i s ? 
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1 A. Yes, I am. 

2 Q. Were you i n v o l v e d i n p r i o r n e g o t i a t i o n s 

3 w i t h the Doyal i n t e r e s t owners? 

4 A. Yes, I was. 

5 Q. Were you i n v o l v e d i n the p r e v i o u s O i l 

6 Co n s e r v a t i o n D i v i s i o n cases t h a t addressed t h i s 

7 problem? 

8 A. Yes. 

9 Q. W i l l you be able t o t e s t i f y as t o the 

10 e f f o r t s made my Yates and the s t a t u s of the 

11 r e l a t i o n s h i p between the Yates D r i l l i n g Company 

12 r e p r e s e n t a t i v e s and the Doyal i n t e r e s t owners at t h i s 

13 time? 

14 A. Yes. 

15 MR. CARR: Are the w i t n e s s ' s q u a l i f i c a t i o n s 

16 acceptable? 

17 HEARING EXAMINER: Are t h e r e any 

18 obj e c t i o n s ? 

19 MR. STOVALL: No o b j e c t i o n s . 

20 Q. Mr. Rhodes, are you f a m i l i a r w i t h the New 

21 Mexico S t a t u t o r y U n i t i z a t i o n Act? 

22 A. Yes, I am. 

23 Q. I n p r e p a r a t i o n f o r t h i s h e a r i n g , have you 

24 prepared e x h i b i t s i n support of the a p p l i c a t i o n f o r 

25 s t a t u t o r y u n i t i z a t i o n and also f o r v o l u n t a r y 
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1 u n i t i z a t i o n ? 

2 A. Yes, I have. I've prepared E x h i b i t s 9 

3 throu g h 13. 

4 Q. Could you i d e n t i f y the f o r m a t i o n t h a t i s 

5 the s u b j e c t of these u n i t i z a t i o n hearings? 

6 A. The f o r m a t i o n being u n i t i z e d i s the Queen 

7 Formation. 

8 Q. How i s t h a t i n t e r v a l d e f i n e d ? 

9 A. The i n t e r v a l t o be u n i t i z e d i s d e f i n e d as 

10 a l l s t r a t a between a p o i n t 50 f e e t above the t o p of 

11 the Queen Formation t o the base of the Queen 

12 Formation; t h i s i n t e r v a l o c c u r r i n g from 2,930 f e e t t o 

13 3,100 f e e t r e s p e c t i v e l y , i n the Doyal No. 1 Well 

14 l o c a t e d 660 f e e t from the n o r t h l i n e , 990 f e e t from 

15 the east l i n e of S e c t i o n 34, Township 12 South, Range 

16 31 East, Chaves County, New Mexico. 

17 Q. Has the p o r t i o n of the r e s e r v o i r which you 

18 propose t o u n i t i z e been reasonably d e f i n e d by 

19 developers? 

20 A. Yes, i t has. 

21 Q. Are t h e r e windows i n the u n i t ? 

22 A. No. No, t h e r e are no u n d r i l l e d t r a c t s 

23 which are surrounded by d r i l l t r a c t s i n the u n i t . 

24 There are t h r e e u n d r i l l e d t r a c t s i n s i d e the s t a t u t o r y 

25 u n i t boundary, but they are along the o u t s i d e boundary 
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1 of the u n i t . 

2 Q. Would you r e f e r t o what has been marked f o r 

3 i d e n t i f i c a t i o n as Yates D r i l l i n g E x h i b i t 9, i d e n t i f y 

4 t h i s e x h i b i t and review i t f o r Mr. Stogner? 

5 A. E x h i b i t 9 i s a w e l l s t a t u s map showing 

6 w e l l s w i t h i n the proposed s t a t u t o r y u n i t boundary. 

7 The s t a t u t o r y u n i t boundary i s the l i n e or the 

8 cross-hatched l i n e s u r r o u n d i n g these w e l l s . 

9 I n j e c t i o n w e l l s f o r a l l o f the w a t e r f l o o d 

10 p r o j e c t s are shown as t r i a n g l e s . Producing w e l l s are 

11 shown as clo s e d c i r c l e s . You can see t h e r e are no 

12 proposed w e l l s shown on the map, but t h e r e may be one 

13 t o two a d d i t i o n a l w e l l s d r i l l e d i n s i d e the u n i t 

14 boundary at a l a t e r d a t e . 

15 Q. W i l l those w e l l s be d r i l l e d i f s t a t u t o r y 

16 u n i t i z a t i o n i s o b t a i n e d i n t h i s case? 

17 A. Yes, they w i l l , most l i k e l y . 

18 Q. Would they be d r i l l e d i f we go t o a 

19 v o l u n t a r y u n i t i z a t i o n plan? 

20 A. I n t h a t case t h e r e ' s a good chance t h a t the 

21 w e l l s w i l l not be d r i l l e d , at l e a s t the one i n the 

22 southeast of the n o r t h e a s t i n S e c t i o n 34. The reason 

23 f o r t h a t i s , the r e s e r v o i r comes down across the 

24 n o r t h e r n p o r t i o n o f t h a t t r a c t , and i f t h a t t r a c t i s 

25 not i n c l u d e d i n a u n i t , we w i l l not be able t o get 
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1 c l o s e enough t o the boundary l i n e of t h a t t r a c t t o get 

2 i n t o the r e s e r v o i r - - t o get i n t o the b e t t e r p a r t of the 

3 r e s e r v o i r . For t h a t reason, we might not d r i l l t h a t 

4 w e l l i f i t ' s not i n c l u d e d i n the s t a t u t o r y u n i t . 

5 Q. Do you have subsequent e x h i b i t s which w i l l 

6 show the boundary of the r e s e r v o i r ? 

7 A. Yes, I do. 

8 Q. Please r e f e r t o Yates D r i l l i n g Company 

9 E x h i b i t No. 10, i d e n t i f y t h a t and review i t , p l e a s e . 

10 A. E x h i b i t No. 10 i s a comparative p r o d u c t i o n 

11 schedule comparing p r e d i c t e d secondary r e c o v e r i e s from 

12 the proposed s t a t u t o r y u n i t t o t h a t of a v o l u n t a r y 

13 u n i t and an o f f s e t t i n g w a t e r f l o o d lease p r o j e c t . 

14 As you can see from the t o t a l s at the 

15 bottom of t h i s page, an a d d i t i o n a l 25,000 b a r r e l s of 

16 o i l w i l l be recovered from t h i s area under s t a t u t o r y 

17 u n i t as opposed t o v o l u n t a r y u n i t and an o f f s e t t i n g 

18 w a t e r f l o o d . 

19 Q. What i s the impact on the economic l i m i t of 

20 t h i s p r o j e c t i f you're able t o o b t a i n s t a t u t o r y 

21 u n i t i z a t i o n ? 

22 A. S t a t u t o r y u n i t i z a t i o n w i l l extend the 

23 economic l i m i t of the area s i m p l y f o r the f a c t t h a t 

24 w e ' l l be able t o operate one u n i t , one p r o j e c t , w e ' l l 

25 have one a c c o u n t i n g system, one g a t h e r i n g f a c i l i t y and 
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1 one i n j e c t i o n f a c i l i t y . 

2 Under a v o l u n t a r y u n i t and an o f f s e t t i n g 

3 w a t e r f l o o d , w e ' l l have two g a t h e r i n g f a c i l i t i e s , we 

4 could have two i n j e c t i o n f a c i l i t i e s and separate 

5 a c c o u n t i n g systems and j u s t a d d i t i o n a l expense 

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

7 p r o j e c t s over one. 

8 Q. Mr. Rhodes, would you now i d e n t i f y Yates 

9 E x h i b i t No. 11 and review the i n f o r m a t i o n c o n t a i n e d on 

10 t h a t e x h i b i t f o r Mr. Stogner. 

11 HEARING EXAMINER: Excuse me, Mr. Carr. 

12 Let's go back t o E x h i b i t 10, b e f o r e we get o f f of i t . 

13 I thought I understood i t , and now a l l of a sudden I 

14 see a new secondary r e c o v e r y p r o j e c t pop up on t h i s 

15 one . 

16 Would you e x p l a i n t o me what t h a t Gallagher 

17 S t a t e #1 secondary r e c o v e r y i s ? 

18 THE WITNESS: Okay. A c t u a l l y , I'm c a l l i n g 

19 i t secondary r e c o v e r y because i t w i l l b e n e f i t from the 

20 w a t e r f l o o d s o f f s e t t i n g i t , but i t ' s not an a c t u a l 

21 secondary r e c o v e r y p r o j e c t . 

22 HEARING EXAMINER: You're j u s t u s i n g t h i s 

23 as a name because i t would b e n e f i t o f f of any k i n d of 

24 i n j e c t i o n . 

25 THE WITNESS: Yes , i t would. 
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1 HEARING EXAMINER: Okay. Now you may 

2 c o n t i n u e . I'm s o r r y . 

3 Q. [BY MR. CARR] And, Mr. Rhodes, t h i s column 

4 addresses the q u e s t i o n s r a i s e d by Mr. S t o v a l l 

5 c o n c e r n i n g the impact on the Gallagher w e l l on t h a t 

6 40-acre t r a c t , i s t h a t c o r r e c t ? 

7 A. I b e l i e v e i t does. I t shows the a d d i t i o n a l 

8 reco v e r y t h a t the Gallagher w i l l g a i n from o f f s e t t i n g 

9 the w a t e r f l o o d p r o j e c t . 

10 HEARING EXAMINER: Please c o n t i n u e , Mr. 

11 Carr. 

12 Q. Would you now review E x h i b i t No. 11 f o r 

13 Mr. Stogner. 

14 A. E x h i b i t No. 11 i s a t a b l e which o u t l i n e s 

15 the t h r e e p o s s i b l e r e c o v e r y p r e d i c t i o n s from the 

16 s u b j e c t area. I n case one, e x i s t i n g w e l l s are all o w e d 

17 t o reach p r i m a r y d e p l e t i o n w i t h no secondary r e c o v e r y 

18 of any k i n d . Only 5,000 more b a r r e l s of o i l w i l l be 

19 recovered at a gross value of $90,000. 

20 I n case two, secondary r e c o v e r y i s 

21 conducted under two separate p r o j e c t s , t h a t being the 

22 v o l u n t a r y u n i t and an o f f s e t t i n g lease w a t e r f l o o d 

23 p r o j e c t . Recovery under t h i s method would be 

24 a p p r o x i m a t e l y 225,000 b a r r e l s , w i t h a gross value of 

25 4,050,000 b a r r e l s . 
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1 Case t h r e e shows the p r e d i c t e d r e s u l t i f 

2 secondary rec o v e r y i s conducted under s t a t u t o r y u n i t 

3 c o v e r i n g the e n t i r e r e s e r v o i r , w i t h o n l y one p r o j e c t , 

4 and a p p r o x i m a t e l y 250,000 b a r r e l s of o i l are p r e d i c t e d 

5 t o be recovered at a gross value of $4,500,000. This 

6 i s an inc r e a s e d r e c o v e r y of 240,700 b a r r e l s , at a 

7 valu e of over $4,000,000 over case one, and an 

8 incr e a s e over case two of 25,000 b a r r e l s and $500,000. 

9 Q. What p r i c e d i d you u t i l i z e i n computing 

10 these f i g u r e s ? 

11 A. I used a f l a t u n e s c a l a t e d p r i c e of $18 per 

12 b a r r e l . 

13 Q. Mr. Rhodes, as u n i t i z e d management, 

14 o p e r a t i o n and f u r t h e r development of the p o r t i o n of 

15 the Southeast Chaves Queen Pool covered by t h i s 

16 a p p l i c a t i o n , reasonably necessary t o s u b s t a n t i a l l y 

17 i n c r e a s e the u l t i m a t e r e c o v e r y of o i l from the 

18 u n i t i z e d p o r t i o n t h e r e o f ? 

19 A. Yes, i t i s . 

20 Q. W i l l a d d i t i o n a l c o s t s , i f any, of 

21 c o n d u c t i n g u n i t i z e d o p e r a t i o n s , exceed the e s t i m a t e d 

22 value of the a d d i t i o n a l o i l recovered from u n i t i z e d 

23 management, p l u s a reasonable p r o f i t ? 

24 A. No. The reasonable p r o f i t above o p e r a t i n g 

25 cost s w i l l be r e a l i z e d i f the w a t e r f l o o d performance 
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1 i s m o d e r a t e l y s u c c e s s f u l . 

2 Q. Would you now i d e n t i f y what has been marked 

3 as Yates D r i l l i n g Company E x h i b i t No. 12 and r e v i e w 

4 t h a t ? 

5 A. E x h i b i t No. 12 i s a p l o t o f t h e p r e d i c t e d 

6 s t a t u t o r y u n i t p e r f o r m a n c e c u r v e . T h i s e x h i b i t shows 

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

8 p r o j e c t under s t a t u t o r y u n i t i z a t i o n . 

9 Q. Are u n i t i z e d methods o f o p e r a t i o n as 

10 a p p l i e d t o t h e a r e a , c o v e r e d by t h i s a p p l i c a t i o n , 

11 f e a s i b l e ? 

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

13 Q. And y o u ' r e p r o p o s i n g i m p l e m e n t a t i o n o f a 

14 w a t e r f l o o d p r o j e c t ? 

15 A. Yes . 

16 Q. W i l l t h i s r e s u l t i n t h e i n c r e a s e d r e c o v e r y 

17 o f s u b s t a n t i a l l y more h y d r o c a r b o n s t h a n w i l l be 

18 r e c o v e r e d w i t h o u t u n i t i z a t i o n ? 

19 A. Yes, w a t e r f l o o d i n g w i l l r e s u l t i n t h e 

20 r e c o v e r y o f o i l t h a t o t h e r w i s e would n o t and c o u l d n o t 

21 be r e c o v e r e d . 

22 Q. L e t ' s now go t o Yates E x h i b i t No. 13. I 

23 would ask you t o i d e n t i f y t h a t and r e v i e w i t f o r t h e 

24 E x a m i n e r . 

25 A. E x h i b i t No. 13 i s a p l o t s i m i l a r t o E x h i b i t 
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1 No. 11, but t h i s p l o t a l s o i n c l u d e s a p r e d i c t i o n curve 

2 f o r the two separate w a t e r f l o o d s c e n a r i o s . As you can 

3 see, the lower curve i s the two w a t e r f l o o d p r o j e c t s 

4 s c e n a r i o . There's a s l i g h t i n c r e a s e of p r o d u c t i o n 

5 t h r o u g h o u t the l i f e of the f l o o d and t h e n , towards the 

6 end of the f l o o d , t h e r e ' s a s i g n i f i c a n t r e d u c t i o n i n 

7 p r o d u c t i o n due to the a c c e l e r a t e d economic l i m i t s 

8 brought on by o p e r a t i n g two u n i t s or two w a t e r f l o o d 

9 p r o j e c t s . 

10 Q. What i s the b a s i s f o r the p a r t i c i p a t i o n 

11 f o r m u l a i n the u n i t agreements? 

12 A. We f e e l t h a t p r i m a r y p r o d u c t i o n i s the 

13 parameter which best i n d i c a t e s secondary--what a t r a c t 

14 w i l l do under secondary r e c o v e r y ; t h e r e f o r e , we've 

15 placed 70 percent of our u n i t p a r t i c i p a t i o n on p r i m a r y 

16 p r o d u c t i o n i n the s t a t u t o r y u n i t , and 72 perc e n t i n 

17 the v o l u n t a r y u n i t . 

18 U n d r i l l e d t r a c t s have a t l e a s t a smal l 

19 p o r t i o n of the r e s e r v o i r under them and deserve some 

20 c r e d i t i n p a r t i c i p a t i o n f o r m u l a . For t h i s reason, 25 

21 p e r c e n t of the u n i t p a r t i c i p a t i o n i n both u n i t s i s 

22 based on o r i g i n a l o i l i n place under each t r a c t , and 

23 the remaining f i v e p e r c e n t i n the s t a t u t o r y u n i t and 

24 t h r e e percent i n the v o l u n t a r y u n i t of the 

25 p a r t i c i p a t i o n f o r m u l a i s based on made-through-July 
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1 1988 o i l p r o d u c t i o n . 

2 Q. 1989? 

3 A. 1989, I'm s o r r y . And t h i s i s because t h e r e 

4 i s a smal l amount of p r i m a r y p r o d u c t i o n l e f t i n some 

5 of these w e l l s . And the d i f f e r e n c e between the f i v e 

6 pe r c e n t and the s t a t u t o r y u n i t , and the t h r e e p e r c e n t 

7 i n the v o l u n t a r y u n i t , i s t h a t t h e r e ' s a l i t t l e b i t 

8 more p r i m a r y reserves l e f t , i f you i n c l u d e the l a r g e r 

9 area, than t h e r e i s i f you have the s m a l l e r , v o l u n t a r y 

10 area . 

11 Q. Mr. Rhodes, t h i s d i f f e r e n c e , the f i v e 

12 percent versus the t h r e e p e r c e n t i n remaining p r i m a r y 

13 r e s e r v e s , i s t h i s the o n l y d i f f e r e n c e between the u n i t 

14 agreement f o r the s t a t u t o r y u n i t and the u n i t 

15 agreement f o r the v o l u n t a r y u n i t ? 

16 A. Yes, i t i s . 

17 Q. I n your o p i n i o n , do these p a r t i c i p a t i o n 

18 formulas a l l o c a t e p r o d u c t i o n t o the s e p a r a t e l y owned 

19 t r a c t s i n the u n i t on a f a i r , reasonable and e q u i t a b l e 

20 basis? 

21 A. Yes.- they do. 

22 Q. W i l l u n i t i z a t i o n and the a d o p t i o n of the 

23 proposed u n i t i z e d methods of o p e r a t i o n b e n e f i t the 

24 owners of a l l the t r a c t s i n the u n i t , both working 

25 i n t e r e s t owners and r o y a l t y i n t e r e s t owners? 
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1 A. Yes. This p r o j e c t should p r o v i d e economic 

2 b e n e f i t t o a l l types of i n t e r e s t owners i n any t r a c t . 

3 Q. I s u n i t i z e d management necessary t o 

4 e f f e c t i v e l y c a r r y on secondary r e c o v e r y o p e r a t i o n s i n 

5 t h i s area? 

6 A. Yes, u n i t i z e d management of the proposed 

7 s t a t u t o r y u n i t area i s c e r t a i n l y the most e f f e c t i v e 

8 way of managing such a secondary r e c o v e r y p r o j e c t . A 

9 s l i g h t l y l e s s e f f i c i e n t but f a v o r a b l e a l t e r n a t i v e 

10 management, would be a v o l u n t a r y u n i t of a s m a l l e r 

11 area and an o f f s e t t i n g lease w a t e r f l o o d p r o j e c t . 

12 Q. W i l l the u n i t i z e d methods of o p e r a t i o n 

13 prevent the waste of o i l and r e s u l t , w i t h reasonable 

14 p r o b a b i l i t y , i n inc r e a s e d r e c o v e r y of o i l t h a t 

15 o t h e r w i s e would not be recovered? 

16 A. Yes, i t w i l l . 

17 Q. Does Yates D r i l l i n g Company seek a u t h o r i t y 

18 t o commit a d d i t i o n a l w e l l s t o the i n j e c t i o n p r o j e c t by 

19 a d m i n i s t r a t i v e procedures? 

20 A. Yes, we would l i k e t o have t h a t o p t i o n . 

21 Q. W i l l g r a n t i n g t h i s a p p l i c a t i o n f o r 

22 s t a t u t o r y u n i t i z a t i o n o r , i n the a l t e r n a t i v e , f o r 

23 v o l u n t a r y u n i t i z a t i o n , i n your o p i n i o n , be i n the best 

24 i n t e r e s t of c o n s e r v a t i o n , the p r e v e n t i o n of waste and 

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

| 
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1 A. Yes F a i l u r e t o form a u n i t of some type 

2 w i l l r e s u l t i n the l o s s of at l e a s t 200,000 or more 

3 b a r r e l s of o i l , of which a l l i n t e r e s t owners would 

4 e q u i t a b l y share. 

5 Q. I n your o p i n i o n , do you b e l i e v e t h a t Yates 

6 D r i l l i n g Company has done a l l t h a t can be reasonably 

7 done t o o b t a i n v o l u n t a r y j o i n d e r of the r o y a l t y 

8 i n t e r e s t owners i n the u n i t area? 

9 A. Yes, I b e l i e v e t h a t we have. We've spoken 

10 both t o the BLM and t o the Sta t e and they have e i t h e r 

11 agreed or taken i t understand advisement. And the 

12 remaining r o y a l t y i n t e r e s t owners are a l l members of 

13 the Doyal f a m i l y , and we've been t r y i n g t o i n i t i a t e 

14 secondary rec o v e r y p r o j e c t s i n t h i s area f o r s e v e r a l 

15 y e a r s , and i n t h i s time we've t a l k e d t o the Doyals 

16 numerous times and we've w r i t t e n them s e v e r a l 

17 l e t t e r s . 

18 At one time Enron had an i n t e r e s t i n t h i s 

19 area, an i n t e r e s t t h a t we have sin c e purchased from 

20 them, but Enron o f f e r e d t o r e l e a s e any u n d r i l l e d 

21 t r a c t s on the Doyal l e a s e , which t h e r e are two 

22 u n d r i l l e d t r a c t s t h a t are o u t s i d e the u n i t boundary, 

23 they o f f e r e d t o re l e a s e those back t o the Doyal 

24 f a m i l y . We've t a l k e d t o them about b u y i n g t h e i r 

25 r o y a l t y i n t e r e s t , and we have had no success, 
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1 whatsoever, i n n e g o t i a t i n g w i t h the Doyal f a m i l y . 

2 They f a i l t o communicate w i t h us whatsoever. 

3 And I am also aware of a l e t t e r t h a t was 

4 w r i t t e n from the Doyal f a m i l y t o the O i l Commission, 

5 which Mr. Carr p r o v i d e d me a copy o f , making an o f f e r 

6 t o s e l l the r o y a l t y i n t e r e s t i n t h i s area t o Yates. 

7 I've reviewed the o f f e r and f i n d the o f f e r t o be 

8 something t h a t we coul d not co n s i d e r under any terms. 

9 What t h e y ' r e a s k i n g i s t h a t we buy t h e i r 

10 r o y a l t y i n t e r e s t based on p r o d u c t i o n t h e y ' l l make over 

11 the next 10 ye a r s , at f u l l p r i c e — t h a t ' s $18 t o $19 

12 per b a r r e l , w i t h the o i l s t i l l i n the ground--and we 

13 would e s s e n t i a l l y farmout t h e i r r o y a l t y i n t e r e s t or 

14 f a r m - i n on t h e i r r o y a l t y i n t e r e s t f o r a p e r i o d of two 

15 y e a r s , and then we would t u r n around and gi v e t h e i r 

16 i n t e r e s t back t o them. Over a p e r i o d of two y e a r s , 

17 o n l y a smal l p o r t i o n of the secondary r e c o v e r y would 

18 be re c o v e r e d , so e s s e n t i a l l y we would be buying the 

19 r o y a l t y i n t e r e s t and then g i v i n g i t back t o them so 

20 they c o u l d g a i n b e n e f i t from the u n i t t w i c e . 

21 Q. I f you're able t o o b t a i n an order a p p r o v i n g 

22 s t a t u t o r y u n i t i z a t i o n o f t h i s area, i s Yates D r i l l i n g 

23 prepared t o again attempt t o o b t a i n a v o l u n t a r y 

24 j o i n d e r i n the p r o j e c t from the i n d i v i d u a l i n t e r e s t 

25 owners i n the Doyal lease? 
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1 A. Yes. We t h i n k t h a t an order from the S t a t e 

2 would be b e n e f i c i a l i n n e g o t i a t i n g w i t h the Doyals. 

3 I n the past they have shown a tendency t o l i s t e n more 

4 t o t h i n g s t h a t the S t a t e has s a i d than t h i n g s t h a t we 

5 have s a i d , and we t h i n k t h a t an order by the S t a t e 

6 would b e n e f i t us i n our n e g o t i a t i o n s w i t h the Doyals. 

7 Q. Do you b e l i e v e t h e r e ' s a reasonable chance 

8 t h a t y o u ' l l been able t o o b t a i n r a t i f i c a t i o n from the 

9 Doyal i n t e r e s t s t h a t would enable you t o put a 

10 s t a t u t o r y u n i t i n t o e f f e c t ? 

11 A. Yes, I t h i n k so. 

12 Q. I would l i k e t o d i r e c t your a t t e n t i o n f o r a 

13 few minutes t o the w a t e r f l o o d p o r t i o n of the 

14 a p p l i c a t i o n and I would, i n t h i s r e g a r d , d i r e c t your 

15 a t t e n t i o n t o what has been marked as Yates E x h i b i t No. 

16 14. Would you i d e n t i f y t h a t , please? 

17 A. This e x h i b i t i s a completed C-108 f o r the 

18 s t a t u t o r y u n i t area. This C-108 has been f i l e d w i t h 

19 the S t a t e . The a p p l i c a t i o n requests a u t h o r i z a t i o n t o 

20 i n j e c t water i n t o the Queen Formation u n d e r l y i n g the 

21 boundaries of the proposed Cactus Queen s t a t u t o r y 

22 u n i t . This a p p l i c a t i o n c o n t a i n s t e x t which addresses 

23 each of the 14 q u e s t i o n s or s e c t i o n s of the C-108 

24 form, along w i t h r e q u i r e d maps and schematic 

25 drawings. This p r o j e c t can be c l a s s i f i e d , as we've 
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1 discussed e a r l i e r , as a secondary r e c o v e r y p r o j e c t , 

2 w i t h the o b j e c t i v e of r e c o v e r i n g hydrocarbons t h a t 

3 cannot be recovered under p r i m a r y means. 

4 Q. Would you r e f e r t o pages 8 and 9 of E x h i b i t 

5 14. I d e n t i f y those and review them f o r Mr. Stogner. 

6 A. The f i r s t page, page 8, i s a land p l a t map 

7 which o u t l i n e s the s t a t u t o r y u n i t area. I t ' s 

8 i d e n t i c a l or very s i m i l a r t o the map t h a t was s u p p l i e d 

9 by Mr. Cowan e a r l i e r as an e x h i b i t . I t a l s o 

10 i d e n t i f i e s w e l l s w i t h i n two m i l e s of the proposed 

11 s t a t u t o r y u n i t . 

12 On page 9, t h i s map i d e n t i f i e s the area of 

13 review f o r the s t a t u t o r y u n i t , an a r c , h a l f - m i l e 

14 r a d i u s , has been drawn around each i n j e c t i o n w e l l and 

15 connected t o e n c i r c l e the e n t i r e u n i t . This 

16 i d e n t i f i e s the area of review f o r the proposed 

17 s t a t u t o r y u n i t . 

18 Q. Does t h i s e x h i b i t c o n t a i n t a b u l a r data on 

19 a l l w e l l s w i t h i n the area of review? 

20 A. Yes, i t does. 

21 Q. On what pages are those l o c a t e d ? 

22 A. 22 throu g h 39. And these pages are t a b u l a r 

23 data on each w e l l w i t h i n the area of rev i e w . The 

24 sheets c o n t a i n l o c a t i o n , c a s i n g r e c o r d , cementing 

25 r e c o r d , t o t a l d e p t h , c o m p l e t i o n r e c o r d , spud d a t e , 
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1 c o m p l e t i o n d a t e , c u r r e n t s t a t u s f o r a l l of the w e l l s . 

2 And t h e r e are c u r r e n t l y 17 w e l l s , i n c l u d i n g the 

3 proposed i n j e c t i o n w e l l s , t h a t f a l l w i t h i n the 

4 boundaries of the area of review. 

5 Two of these w e l l s have been plugged and 

6 abandoned, one w e l l i s t e m p o r a r i l y abandoned and the 

7 remaining 14 w e l l s are a c t i v e , pumping o i l w e l l s , 

8 p r o d u c i n g from the Queen Formation. 

9 Q. Would you r e f e r t o pages 37 th r o u g h 40 of 

10 E x h i b i t 14 and review the i n f o r m a t i o n on these pages 

11 f o r the Examiner. 

12 A. I n a d d i t i o n t o the w e l l data s h e e t s , a 

13 schematic drawing has been drawn d e p i c t i n g any plugged 

14 and abandoned w e l l w i t h i n the area of re v i e w , and 

15 these schematics, one on 38 and one on page 40, shows 

16 the s i z e and amount, l o c a t i o n o f a l l plugged and 

17 c a s i n g s t r i n g s i n any of these w e l l s t h a t have been 

18 plugged and abandoned. 

19 Q. Have you reviewed the p l u g g i n g d e t a i l on 

20 each of these w e l l s ? 

21 A. Yes, I have. 

22 Q. I n your o p i n i o n , i s the p l u g g i n g of the 

23 w e l l s s u f f i c i e n t t o prevent the w e l l s from becoming a 

24 v e h i c l e f o r the m i g r a t i o n of water from an i n j e c t i o n 

25 zone i n t o any oth e r i n t e r v a l ? 
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1 A. I b e l i e v e they are adequately plugged, yes, 

2 I do. 

3 Q. Would you r e f e r t o pages 10 th r o u g h 21 of 

4 E x h i b i t 14 and i d e n t i f y the i n f o r m a t i o n c o n t a i n e d on 

5 these pages? 

6 A. These pages i n c l u d e t a b u l a r data and 

7 schematic drawings f o r each of the proposed i n j e c t i o n 

8 w e l l s which are planned t o be u t i l i z e d d u r i n g the 

9 s t a t u t o r y u n i t i z a t i o n . 

10 A l l proposed i n j e c t i o n w e l l s w i l l have 

11 p i a s t i c - l i n e d t u b i n g , p l a s t i c - l i n e d i n j e c t i o n packers. 

12 Each i n j e c t i o n w e l l w i l l have a casi n g t u b i n g annulus 

13 f i l e d w i t h c o r r o s i o n - r e s i s t a n t f l u i d . T h i s annulus 

14 w i l l be p r e s s u r e - m o n i t o r e d . 

15 A d d i t i o n a l l y , i n j e c t i o n w e l l data sheets 

16 are i n c l u d e d f o r each one of these w e l l s , t h a t 

17 o u t l i n e s some of these t h i n g s , along w i t h the 

18 schematic. 

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

20 Yates E x h i b i t No. 15, and review t h a t f o r Mr. Stogner? 

21 A. E x h i b i t No. 15 i s a c o l l e c t i o n of maps and 

22 c r o s s - s e c t i o n s showing the g e o l o g i c c h a r a c t e r i s t i c s of 

23 the r e s e r v o i r . The f i r s t p a g e — a c t u a l l y , i t ' s the 

24 second one as you t u r n , the f i r s t f i g u r e i n t h i s 

25 e x h i b i t i s a map showing the l o c a t i o n of the Cactus 
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1 Queen Un i t i n r e l a t i o n t o the Caprock-Queen f i e l d . 

2 And t h i s Caprock-Queen f i e l d has had 

3 numerous w a t e r f l o o d p r o j e c t s over a p e r i o d of many 

4 y e a r s , and most of them have been v e r y s u c c e s s f u l , 

5 w i t h good secondary r e c o v e r y . 

6 Q. And then the next page i s a p l a t of the 

7 s t a t u t o r y u n i t area? 

8 A. Yes. This next page i s a p l a t of the 

9 s t a t u t o r y u n i t area, i d e n t i f i e s each of the w e l l s and 

10 lease numbers and t h i n g s l i k e t h a t on t h a t one. 

11 Q. A l l r i g h t . A n y t h i n g e l s e i n t h a t you want 

12 t o p a r t i c u l a r l y review? 

13 A. There are s t r u c t u r e maps. There's a l a r g e 

14 s t r u c t u r e map i n the envelope on the back. There are 

15 isopachs, hydrocarbon f e e t , net pay and maps of a l l 

16 these t h i n g s i n c l u d e d i n t h i s package, and I don't 

17 want to go th r o u g h and address each i n d i v i d u a l map at 

18 t h i s time u n l e s s , a f t e r I get t h r o u g h , the Examiner 

19 has qu e s t i o n s on any of these t h i n g s . 

20 Q. Was t h i s E x h i b i t 15 i n c l u d e d w i t h the C-108 

21 t h a t was f i l e d w i t h the O i l C o n s e r v a t i o n D i v i s i o n ? 

22 A. Yes , i t was. 

23 Q. Have copies of t h i s been made a v a i l a b l e t o 

24 the other i n t e r e s t owners when the C-108 was f i l e d , as 

25 r e q u i r e d by D i v i s i o n r u l e s ? 
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1 A. Yes. 

2 Q. I n t o what f o r m a t i o n does Yates D r i l l i n g 

3 propose t o i n j e c t ? 

4 A. We propose t o i n j e c t i n t o the upper 

5 sandstone member of the Queen Formation. The average 

6 i n j e c t i o n depth i s i n the areas of a p p r o x i m a t e l y 2,989 

7 f e e t , w i t h an average t h i c k n e s s of 7.4 f e e t . 

8 Q. This i n j e c t i o n i n t e r v a l i s c o n s i s t e n t w i t h 

9 the area t h a t i s t o be u n i t i z e d under the u n i t i z a t i o n 

10 p o r t i o n of the case? 

11 A. Yes. 

12 Q. What i s the source of the water which you 

13 propose t o i n j e c t ? 

14 A. The source of the i n j e c t i o n f l u i d w i l l be 

15 produced water from the Queen Formation and f r e s h 

16 water from the O g a l l a l a a q u i f e r . 

17 Q. What volumes do you propose t o i n j e c t ? 

18 A. The proposed d a i l y average water i n j e c t i o n 

19 r a t e i s a p p r o x i m a t e l y 200 b a r r e l s per day f o r each of 

20 the s i x proposed i n j e c t i o n w e l l s . T o t a l water 

21 i n j e c t i o n f o r the u n i t would be 1,200 b a r r e l s per day. 

22 Q. The 1,200 i s the maximum i n j e c t i o n r a t e ? 

23 A. Yes. 

24 Q. I s t h i s going t o be an open or a clo s e d 

25 system? 
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1 A. As I understand i t , the d e f i n i t i o n of an 

2 open system i s a system t h a t access can be gained t o 

3 the f l u i d w i t h o u t b r e a k i n g the s e a l . I may be 

4 i n c o r r e c t on my i n t e r p r e t a t i o n , but i f t h a t i s t r u e , 

5 i t w i l l be an open system because t h e r e w i l l be places 

6 t h a t access c o u l d be gained t o the f l u i d . 

7 Q. Other than t h a t , w i l l the f l u i d be 

8 c o m p l e t e l y c o n t a i n e d ; t h a t i s , not exposed t o the 

9 atmosphere? 

10 A. No. The produced f l u i d w i l l be i n standard 

11 stock t a n k s , s t e e l , w i t h s t e e l t o p s . 

12 Q. Do you propose t o i n j e c t under pressure or 

13 by g r a v i t y ? 

14 A. W e l l , i n i t i a l l y , we t h i n k t h a t the w e l l s 

15 w i l l p r o b a b l y take water on a vacuum, but e v e n t u a l l y 

16 we f e e l t h a t w e ' l l need t o i n j e c t under p r e s s u r e . 

17 Q. What i s the maximum i n j e c t i o n pressure t h a t 

18 you approach t o use? 

19 A. The maximum pressure w i l l depend on the 

20 p a r t i n g p r e ssure of the r e s e r v o i r , and the p a r t i n g 

21 p r e s s u r e of the r e s e r v o i r w i l l be determined by a 

22 s t e p - r a t e t e s t once the r e s e r v o i r r e q u i r e s a p o s i t i v e 

23 s u r f a c e i n j e c t i o n p r e s s u r e . 

24 Q. Would i n i t i a l l y a pressure l i m i t a t i o n o f 

25 t w o - t e n t h s pound per f o o t of depth t o the top of the 
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1 i n j e c t i o n i n t e r v a l , be s a t i s f a c t o r y f o r Y a t e s 1 

2 purposes? 

3 A. Yes. I t h i n k t h a t l i m i t a t i o n would a l l o w 

4 us to i n j e c t i n a p p r o x i m a t e l y 600 pounds i n i t i a l l y . 

5 However, s u r f a c e pressure g r e a t e r than 600 pounds 

6 would p r o b a b l y be u l t i m a t e l y r e q u i r e d . And at the 

7 time i t i s r e q u i r e d , we would l i k e the a u t h o r i t y t o 

8 run a s t e p - r a t e t e s t , t o be witnessed by an OCD 

9 r e p r e s e n t a t i v e , so t h a t we coul d i n c r e a s e our 

10 i n j e c t i o n s u r f a c e p r e s s u r e . 

11 Q. Would you r e f e r t o pages 48 thr o u g h 58 of 

12 E x h i b i t 14, i d e n t i f y what i s on those pages and review 

13 i t f o r the Examiner? 

14 A. Each of these pages i s a separate water 

15 a n a l y s i s from e i t h e r an o f f s e t t i n g f r e s h water w e l l or 

16 a prod u c i n g w e l l from a Queen For m a t i o n , i n s i d e the 

17 s t a t u t o r y u n i t boundary. 

18 Q. Mr. Rhodes, i f I understand i t , you're 

19 going t o be i n j e c t i n g water t h a t i s produced from the 

20 same f o r m a t i o n i n t o which you're r e i n j e c t i n g i t ? 

21 A. Yes. 

22 Q. You're a l s o going t o be adding f r e s h water 

23 t o t h a t ? 

24 A. Yes. 

25 Q. Do you a n t i c i p a t e any problems w i t h 
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1 c o m p a t i b i l i t y i n t h i s s i t u a t i o n ? 

2 A. No, we don't . O g a l l a l a water has been 

3 mixed w i t h Queen-produced water i n many of the other 

4 w a t e r f l o o d s i n the Caprock-Queen Pool. As I s a i d 

5 e a r l i e r , those w a t e r f l o o d s have been s u c c e s s f u l . 

6 Q. What are the f r e s h water zones i n the area? 

7 A. The pr i m a r y underground source of f r e s h 

8 water i s the O g a l l a l a f o r m a t i o n , the base of which i s 

9 e s t i m a t e d t o be about 300 f e e t below the s u r f a c e . The 

10 C h i n l e Formation i s als o a f r e s h - w a t e r a q u i f e r , and i t 

11 immediately u n d e r l i e s the O g a l l a l a . The base of the 

12 C h i n l e i s e s t i m a t e d t o be a p p r o x i m a t e l y 500 f e e t below 

13 the s u r f a c e . 

14 Q. Are t h e r e any f r e s h water w e l l s w i t h i n one 

15 m i l e of a proposed i n j e c t i o n w e l l ? 

16 A. Yes. I c o n t a c t e d the o f f i c e of the Stat e 

17 Engineer i n Roswell, and they have a r e c o r d of s i x 

18 water w e l l s t h a t are w i t h i n one m i l e of the proposed 

19 u n i t . On page 47 of E x h i b i t 14, t h e r e i s a map which 

20 i d e n t i f i e s those w e l l s t h a t are c l o s e s t t o the u n i t , 

21 and the water samples are from those w e l l s t h a t are 

22 c l o s e s t t o the u n i t . 

23 Q. From what i n t e r v a l are they producing? 

24 A. Of the s i x w e l l s t h a t are w i t h i n a m i l e of 

25 the u n i t , a l l are thought t o be pro d u c i n g from the 
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1 O g a l l a l a . There are records on a l l but two of those 

2 w e l l s , and the records show t h a t the f o u r are 

3 p r o d u c i n g from the O g a l l a l a . And t o t a l depths on the 

4 other two are not known, but t h e y ' r e suspected t o be 

5 al s o O g a l l a l a . 

6 Q. Are the logs of the proposed i n j e c t i o n 

7 w e l l s on f i l e w i t h the O i l C o n s e r v a t i o n D i v i s i o n ? 

8 A. Yes, they a re. 

9 Q. Could you now i d e n t i f y what has been marked 

10 as Yates E x h i b i t 16? 

11 A. E x h i b i t 16 i s simp l y a l i s t of p r o d u c t i o n 

12 from each w e l l i n s i d e the u n i t boundary t h a t i s 

13 produced from the Queen Formation. Behind the 

14 p r o d u c t i o n t a b l e f o r each w e l l i s a d e c l i n e curve f o r 

15 each of these w e l l s , and the main reason t h a t we've 

16 presented t h i s as an e x h i b i t i s j u s t t o show t h a t we 

17 are e i t h e r below economic or ve r y near economic on 

18 most of these w e l l s . 

19 Q. Was the i n f o r m a t i o n c o n t a i n e d i n E x h i b i t 16 

20 f i l e d w i t h the O i l Co n s e r v a t i o n D i v i s i o n when the 

21 C-108 was f i l e d ? 

22 A. Yes, i t was. 

23 Q. Was i t a l s o made a v a i l a b l e t o the i n t e r e s t 

24 owners i n the area t o whom n o t i c e was r e q u i r e d t o be 

2 5 given? 
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1 A. Yes, i t was. 

2 Q. Would you j u s t i d e n t i f y what has been 

3 marked as Yates E x h i b i t s 16 and 17. 

4 A. 17 and 18? 

5 Q. 17 and 18. 

6 A. E x h i b i t 17 i s a C-108 form f o r the 

7 v o l u n t a r y u n i t . E v e r y t h i n g i n t h i s C-108 i s a l s o 

8 i n c l u d e d i n the C-108 f o r the s t a t u t o r y u n i t . 

9 Q. And what i s E x h i b i t No. 18? 

10 A. E x h i b i t No. 18 i s a C-108 f o r the Doyal 

11 leased w a t e r f l o o d p r o j e c t . A l l the i n f o r m a t i o n 

12 c o n t a i n e d i n t h i s C-108 i s a l s o c o n t a i n e d i n the 

13 s t a t u t o r y u n i t C-108. 

14 Q. And these are i n c l u d e d o n l y i n case we have 

15 t o go t o an a l t e r n a t i v e approach and implement the two 

16 w a t e r f l o o d p r o j e c t s absent s t a t u t o r y u n i t i z a t i o n ? 

17 A. Yes. 

18 Q. Are you aware of s i m i l a r a p p l i c a t i o n s which 

19 have been gr a n t e d f o r enhanced re c o v e r y by 

20 w a t e r f l o o d i n g i n the same area as the s u b j e c t pool? 

21 A. Yes. The Caprock-Queen Po o l , a g a i n , j u s t 

22 t o the east and s t r e t c h i n g s e v e r a l m i l e s t o the south 

23 of t h i s u n i t area, t h e r e have been numerous s u c c e s s f u l 

2 4 wate r f1oods. 

25 Q. Mr. Rhodes, as a r e s u l t of your exam i n a t i o n 

CUMBRE COURT REPORTING 
(505) 984-2244 



58 

1 of the a v a i l a b l e g e o l o g i c and e n g i n e e r i n g data on t h i s 

2 area, have you found any evidence of open f a u l t s or 

3 any oth e r h y d r o l o g i c c o n n e c t i o n s between the i n j e c t i o n 

4 zone and any underground source of d r i n k i n g water? 

5 A. No. I've found no reason t o b e l i e v e 

6 t h e r e ' s any c o n n e c t i o n . 

7 Q. I n your o p i n i o n , w i l l the g r a n t i n g of t h i s 

8 a p p l i c a t i o n be i n the best i n t e r e s t of c o n s e r v a t i o n , 

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

10 c o r r e l a t i v e r i g h t s ? 

11 A. Yes. A l l the w e l l s i n the u n i t area are 

12 e i t h e r p r i m a r y d e p l e t e d or ve r y near p r i m a r y 

13 d e p l e t i o n . I n j e c t i o n of water i n t o s e l e c t e d w e l l s 

14 r e s u l t i n the rec o v e r y of o i l i n economic q u a n t i t i e s 

15 not o t h e r w i s e r e c o v e r a b l e . 

16 Q. Were E x h i b i t s 9 th r o u g h 18 prepared by you 

17 or compiled under your d i r e c t i o n and s u p e r v i s i o n ? 

18 A. Yes, they were. 

19 MR. CARR: At t h i s t i m e , Mr. Stogner, we 

20 would move the admission of Yates D r i l l i n g E x h i b i t s 9 

21 t h r o u g h 18. 

22 HEARING EXAMINER: E x h i b i t s 9 thr o u g h 18 

23 w i l l be a d m i t t e d i n t o evidence. 

24 MR. CARR: And I have n o t h i n g f u r t h e r on 

25 d i r e c t of Mr. Rhodes. 
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1 EXAMINATION 

2 BY MR. STOGNER: 

3 Q. Mr. Rhodes, cou l d you go t o E x h i b i t No. 

4 11. That i s your p r e d i c t e d r e c o v e r y , remaining 

5 p r i m a r y and/or secondary reserves from whatever 

6 s c e n a r i o comes out of t h i s . 

7 A. Okay. 

8 Q. Now, I want t o make sure I get this--make 

9 sure I understand i t . Now, your case number one i s 

10 again i f secondary r e c o v e r y i s not performed, i s t h a t 

11 c o r r e c t ? 

12 A. That's r i g h t . That's no type of secondary 

13 r e c o v e r y whatsoever, e i t h e r v o l u n t a r y , s t a t u t o r y or 

14 separate lease w a t e r f l o o d . None. 

15 Q. So the amount of o i l , a c c o r d i n g t o your 

16 f i g u r e s l o s t , would be $4,410,000? 

17 A. Yes. That's the value of the amount of 

18 o i l . 

19 Q. That would be l e f t i n the ground? 

20 A. That would be l e f t i n the ground. 

21 Q. That would o t h e r w i s e be recovered t h r o u g h 

22 the s t a t u t o r y — a l l of these f i g u r e s go back t o the 

23 s t a t u t o r y u n i t i z a t i o n as being the m o s t — 

24 A. I n case t h r e e , yes, t h a t ' s r i g h t . 

25 Q. I'm l o o k i n g at the tax base. The f i g u r e I 
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1 would want i s t h a t gross v a l u e , i s t h a t c o r r e c t ? Or 

2 t h a t I would be mos t l y i n t e r e s t e d in? I f case one was 

3 a s c e n a r i o , then $90,000 would be the o n l y amount t h a t 

4 would be reco v e r e d , i s t h a t c o r r e c t ? 

5 A. Yes. That's j u s t the gross number of 

6 b a r r e l s produced times $18 per b a r r e l . 

7 Q. Now, t h i s i s rough f i g u r e s , I u n d e r s t a n d , 

8 but as f a r as the tax base goes, t h i s would be 

9 b a s i c a l l y what would be taxed? 

10 A. Yes. That amount would be s p l i t between 

11 the working i n t e r e s t owners and the r o y a l t y i n t e r e s t 

12 owners i n the u n i t . 

13 MR. STOVALL: Let me c l a r i f y t h a t . That i s 

14 a l s o the amount upon which severance, c o n s e r v a t i o n and 

15 a l l those taxes would be l e v i e d ? I t h i n k t h a t ' s the 

16 q u e s t i o n he's a d d r e s s i n g . 

17 THE WITNESS: Yes. 

18 Q. Okay. E x h i b i t 1 i s f a i r l y w e l l 

19 s e l f - e x p l a n a t o r y , t h e n . And then you put t h a t i n 

20 somewhat of a g r a p h i c form on E x h i b i t 13, showing the 

21 p r o d u c t i o n ? This i s j u s t the p r o d u c t i o n f i g u r e s i n 

22 b a r r e l s , c o r r e c t ? 

23 A. Yes. That's e x a c t l y what t h a t i s . 

24 Q. And your E x h i b i t 12 i s a p r o j e c t i o n , and 

25 t h i s was based on the s t a t u t o r y u n i t , i s t h a t c o r r e c t ? 
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1 A. Yes. Yes. The reason I broke those i n t o 

2 two graphs i s , I c o u l d n ' t get them both on t h i s same 

3 l a r g e r s c a l e . But i t breaks out months, and I thought 

4 t h a t i t might be e a s i e r t o understand i f you also had 

5 one t h a t broke out the months on the d e c l i n e d curve 

6 p l o t . 

7 Q. I want t o look at E x h i b i t No. 10 and make 

8 s u r e , because now you're comparing the two, the 

9 s t a t u t o r y u n i t and the v o l u n t a r y u n i t , and the two 

10 d i f f e r e n t w a t e r f l o o d s or two types? 

11 A. Yes. 

12 Q. I'm not too sure I understand t h i s here. 

13 Could you e x p l a i n i t over a g a i n , i n maybe a l i t t l e 

14 more d e t a i l ? 

15 A. Okay. The column you see under s t a t u t o r y 

16 u n i t secondary r e c o v e r y are those b a r r e l s of o i l which 

17 would be recovered under s t a t u t o r y u n i t i z a t i o n w i t h a 

18 s i n g l e w a t e r f l o o d p r o j e c t . 

19 The t h r e e columns you see imm e d i a t e l y t o 

20 the r i g h t of those are under the s c e n a r i o t h a t t h e r e 

21 would be two w a t e r f l o o d p r o j e c t s . The f i r s t of those 

22 columns being the v o l u n t a r y u n i t r e c o v e r y , the second 

23 column being the Doyal lease r e c o v e r y , and the t h i r d 

24 column being the r e c o v e r y from the Gallagher S t a t e #1 

2 5 W e l l . 
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1 The l a s t column t o the r i g h t s i d e of t h a t 

2 page i s j u s t s i m p l y a t o t a l of those p r e v i o u s t h r e e 

3 columns. 

4 For comparison purposes, the f i r s t column 

5 shows s t a t u t o r y and the l a s t column shows reco v e r y 

6 from the same area under the t w o - w a t e r f l o o d - p r o j e c t 

7 s c e n a r i o , and you can see t h e r e ' s a s l i g h t r e d u c t i o n 

8 th r o u g h the e a r l y years and then a g r e a t e r r e d u c t i o n 

9 thro u g h the l a s t few years of the p r o j e c t , t o t a l i n g 

10 a p p r o x i m a t e l y 25,000 b a r r e l s of t o t a l d i f f e r e n c e . 

11 Q. Why would t h i s d i f f e r e n c e take place? I'm 

12 s o r r y . I want t o make sure I understand i t , because 

13 t h e y ' r e going t o be both operated b a s i c a l l y the same. 

14 The i n j e c t i o n i s going t o be the same, i s n ' t i t ? 

15 A. W e l l , t h e r e w i l l be two p r o j e c t s , and we 

16 w i l l have t o operate them as two p r o j e c t s . We co u l d 

17 p o s s i b l y even have two i n j e c t i o n f a c i l i t i e s . The 

18 expense a s s o c i a t e d w i t h o p e r a t i n g two d i f f e r e n t 

19 systems w i l l be g r e a t e r on a monthly b a s i s than the 

20 expenses a s s o c i a t e d w i t h o p e r a t i n g a s i n g l e system. 

21 When you c a l c u l a t e the economic l i m i t based 

22 on a higher monthly c o s t , the economic l i m i t w i l l be 

23 moved c l o s e r t o the p r e s e n t day than under a case 

24 where the monthly o p e r a t i n g c o s t s are l e s s . 

25 Q. How would t h a t - - I mean, we're t a l k i n g 
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1 b a r r e l s on t h i s E x h i b i t No. 10, though? 

2 MR. STOVALL: Let' s look at the comparison 

3 here, i f I may, t o perhaps again c l a r i f y i t . Year 

4 1990, t o t a l r e c o v e r y end of the s t a t u t o r y u n i t d u r i n g 

5 t h a t year, secondary r e c o v e r y i s going t o be 5,700 

6 b a r r e l s . T o t a l r ecovery under the s p l i t u n i t s , s p l i t 

7 p r o j e c t s , i s 5,353 b a r r e l s . Why the d i f f e r e n c e , say, 

8 i n year 1990 between those two numbers? 

9 THE WITNESS: Okay. The s t a t u t o r y u n i t 

10 w i l l a l l o w f o r us d r i l l i n g the w e l l i n the southeast 

11 t o the n o r t h e a s t of 34. I f y o u ' l l look on E x h i b i t 

12 9 - - l e t me p u l l out a map here. We'll go t o the 

13 e x h i b i t w i t h the l i s t of maps. I f y o u ' l l t u r n t o — 

14 HEARING EXAMINER: Which e x h i b i t are you 

15 l o o k i n g at? 

16 THE WITNESS: E x h i b i t No. 15, which i s a 

17 group of maps, and i f y o u ' l l t u r n t o f i g u r e 7 i n t h a t 

18 e x h i b i t , i n the southeast t o the n o r t h e a s t of S e c t i o n 

19 34, t h e r e ' s an u n d r i l l e d t r a c t t h a t ' s i n s i d e the 

20 s t a t u t o r y u n i t area. This t r a c t has r e s e r v o i r 

21 underneath i t . 

22 To get the most economic r e c o v e r y p o s s i b l e 

23 from t h i s t r a c t , we would have t o crowd t h a t n o r t h 

24 l i n e on t h a t t r a c t . And i f we w a t e r f l o o d under 

25 s t a t u t o r y u n i t i z a t i o n , we coul d get 50 f e e t o f f of 
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1 t h a t l i n e . I f t h i s t r a c t i s not i n c l u d e d i n the 

2 w a t e r f l o o d p r o j e c t , we would have t o s t a y 330 f e e t o f f 

3 of t h a t l i n e . T h e r e f o r e , we might not d r i l l t h a t 

4 we 11 . 

5 That's the d i f f e r e n c e i n the p r o d u c t i o n 

6 t h a t you see between the f i r s t column and the l a s t 

7 column i n the e a r l y y ears. 

8 Q. [BY MR. STOGNER] So, e s s e n t i a l l y , the 

9 placement of t h a t w e l l , or i f i t was going t o be 

10 d r i l l e d at a l l , your E x h i b i t No. 10 i s assuming t h a t 

11 the w e l l w i l l not be d r i l l e d at a l l , i s t h a t c o r r e c t ? 

12 A. Yes. Under the r i g h t - h a n d s c e n a r i o , the 

13 s t a t u t o r y u n i t assumes t h a t t h a t w e l l would be 

14 d r i l l e d . 

15 Q. Now, what would t h a t w e l l ' s l o c a t i o n be i f 

16 i t was under s t a t u t o r y ? 

17 A. I t would be somewhere 50 f e e t o f f of the 

18 n o r t h l i n e of t h a t t r a c t . 

19 Q. Okay. I'm s o r r y . Which t r a c t ? 

20 A. The southeast of the n o r t h e a s t of 34. I 

21 might n o t e , t o o , t h a t I was r a t h e r c o n s e r v a t i v e i n the 

22 amount of o i l t h a t I c r e d i t e d t o p r o d u c t i o n from t h a t 

23 w e l l . 

24 Q. "C o n s e r v a t i v e " meaning, i t was on the 

25 f r i n g e s of the r e s e r v o i r ? 
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1 A. I t was on the f r i n g e s of the r e s e r v o i r and 

2 I d i d n ' t g i v e i t much c r e d i t . As you can see, i n a 

3 year's time I o n l y gave i t a l i t t l e b i t of c r e d i t , 

4 although i t might be more productive than t h a t . And 

5 t h a t ' s the reason we are c o n s i d e r i n g d r i l l i n g . I t 

6 would o f f s e t the best w e l l i n the u n i t . 

7 Q. I f I go ahead and look back at E x h i b i t No. 

8 10, would t h a t a l s o account f o r the d i f f e r e n c e , say, 

9 i n 1997, between 2,000 b a r r e l s ? 

10 A. I t would account f o r a p o r t i o n of t h a t . 

11 The other p o r t i o n of t h a t would be t h a t some w e l l s 

12 would have t o be shut down p r e m a t u r e l y because they've 

13 reached economic l i m i t i n some of those other 

14 w a t e r f l o o d p r o j e c t s . 

15 Q. I guess what I need t o do i s go on a 

16 step-by-step. I'm c l e a r on the 1990. 

17 A. Okay. W e l l , I misinformed you on t h a t . 

18 Down t o 1997, the d i f f e r e n c e would be, debts would be 

19 due to the d r i l l i n g of the a d d i t i o n a l w e l l . 

20 Q. And I'm als o assuming or I'm not seeing 

21 t h i s , i f s t a t u t o r y u n i t i z a t i o n was i n here and t h a t 

22 was the w a t e r f l o o d , then t h e r e would be a d d i t i o n a l 

23 p r o d u c i n g i n i n j e c t i o n w e l l s t h a t I'm not seeing on 

24 t h i s map at t h i s time? 

25 A. There would be one a d d i t i o n a l w e l l . The 

CUMBRE COURT REPORTING 
(505) 984-2244 



66 

1 reason i t ' s not s p o t t e d t h e r e i s because we haven't 

2 decided on a l o c a t i o n . But we would, most l i k e l y , 

3 d r i l l one a d d i t i o n a l w e l l on t h a t southeast of the 

4 n o r t h e a s t of S e c t i o n 34. 

5 You see, i n a d d i t i o n t o t h a t t h e r e are two 

6 u n d r i l l e d t r a c t s t o the west. We may d r i l l out t h e r e , 

7 depending on response i n o t h e r p a r t s of the f l o o d . We 

8 do b e l i e v e those t r a c t s have r e s e r v o i r under them, 

9 though. 

10 Q. How many a d d i t i o n a l i n j e c t i o n w e l l s would 

11 you have other than these s i x ? 

12 A. None . 

13 HEARING EXAMINER: Are t h e r e any other 

14 q u e s t i o n s of t h i s w itness? 

15 MR. STOVALL: I have a q u e s t i o n . I t ' s 

16 almost a matter of i n t e r e s t , as much as a n y t h i n g . 

17 EXAMINATION 

18 BY MR. STOVALL: 

19 Q. I n your a n a l y s i s , a n a l y z i n g the impact on 

20 the Doyals themselves, have you c a l c u l a t e d the 

21 d i f f e r e n c e i n revenue t o the Doyals under t h e i r 

22 p a r t i c i p a t i o n under the s t a t u t o r y u n i t r e c o v e r y , 

23 versus recovery under t h e i r l e a s e h o l d ? 

24 A. No, I have not broken t h a t o u t . 

25 Q. So you can't show t h a t t h e i r r o y a l t y 
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1 i n t e r e s t p a r t i c i p a t i o n i n the s t a t u t o r y u n i t would 

2 r e c e i v e g r e a t e r revenue than t h e i r revenue i n h o l d i n g 

3 out and making you do two separate p r o j e c t s ? 

4 A. No, I can't show t h a t t o you today. Those 

5 numbers would be r e l a t i v e l y easy f o r me t o c a l c u l a t e 

6 and m a i l t o you at a l a t e r t i m e , i f you would l i k e . 

7 Q. I'm not sure t h e y ' r e e s s e n t i a l f o r our 

8 f i n d i n g s . I was asking t h a t f o r my c u r i o s i t y , as much 

9 as a n y t h i n g . 

10 A. I have not s p e c i f i c a l l y c a l c u l a t e d t h o s e . 

11 HEARING EXAMINER: Okay. I'm going t o 

12 throw one more q u e s t i o n out here e i t h e r t o you or to 

13 the p r e v i o u s w i t n e s s . 

14 We're t a l k i n g about a s t a t u t o r y 

15 u n i t i z a t i o n . What k i n d of a time p e r i o d do you 

16 foresee t o have these r o y a l t y i n t e r e s t s j o i n e d ? What 

17 k i n d of a time p e r i o d are you l o o k i n g at? 

18 THE WITNESS: That's a good q u e s t i o n . We 

19 would l i k e t o do i t as soon as p o s s i b l e . As soon as 

20 we co u l d r e c e i v e some type of o r d e r , we w i l l 

21 i mmediately s t a r t on t r y i n g t o g a i n r a t i f i c a t i o n . 

22 HEARING EXAMINER: What I meant was, what 

23 k i n d of a time p e r i o d a f t e r the order i s w r i t t e n 

24 should the s t a t u t o r y order be i n e f f e c t ? 

25 THE WITNESS: I understand what you're 
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1 s a y i n g . I n ot h e r words, how long should we have t o 

2 w a i t b e f o r e we go ahead and go t o the v o l u n t a r y u n i t 

3 i n s t e a d of the s t a t u t o r y u n i t ? 

4 HEARING EXAMINER: Yes. 

5 MR. CARR: I b e l i e v e i n the s t a t u t e t h e r e ' s 

6 a six-month p e r i o d of t i m e , and I would propose t h a t 

7 t h a t b e — w h a t e v e r t h a t p e r i o d of time f o r o b t a i n i n g 

8 r a t i f i c a t i o n s be f o l l o w e d , on the p r o v i s i o n t h a t i f i t 

9 i s c l e a r t h a t r a t i f i c a t i o n s cannot be o b t a i n e d , t h a t 

10 the D i v i s i o n be advised and at t h a t time the s t a t u t o r y 

11 p o r t i o n of the order can be re s c i n d e d or no longer of 

12 e f f e c t . 

13 MR STOVALL: Mr. Car r , I don't immediately 

14 see a time frame i n here r e a d i n g the s t a t u t e , s o — 

15 MR. CARR: I t ' s a six-month p e r i o d of time 

16 and i t ' s i n 70-7-8 subpart C, " ' I f persons owning the 

17 r e q u i r e d percentage of i n t e r e s t i n the u n i t do not 

18 approve the pl a n f o r u n i t o p e r a t i o n s w i t h i n a p e r i o d 

19 of s i x months from the date on which the order 

20 p r o v i d i n g f o r u n i t o p e r a t i o n s i s made, such order 

21 s h a l l cease t o be of f u r t h e r f o r c e and e f f e c t . " 

22 MR. STOVALL: Okay. I was l o o k i n g f o r t h a t 

23 and d i d n ' t see i t . Thank you. 

24 HEARING EXAMINER: Mr. Car r , a f t e r h e a r i n g 

25 the t e s t i m o n y today I s o r t of have the f e e l i n g t h a t 
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1 Case Number 9810 i s inadequate,. Do you f e e l i t should 

2 be r e a d v e r t i s e d t o cover and made c l e a r t h a t any 

3 a l t e r n a t i v e - -

4 MR. CARR: Yes, s i r , I do. 

5 HEARING EXAMINER: I do, t o o . Why don't we 

6 r e a d v e r t i s e t h a t p a r t i c u l a r case. I was t h i n k i n g 

7 about making another case out of i t , but I t h i n k we 

8 can j u s t reword t h i s one. I n the a l t e r n a t i v e , t o have 

9 a v o l u n t a r y agreement w a t e r f l o o d p r o j e c t and a Doyal 

10 l e a s e , or you come up w i t h a name f o r i t , i f you 

11 would . 

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

13 HEARING EXAMINER: And t h a t w i l l be 

14 r e a d v e r t i s e d and c o n t i n u e d t o the December 2 9 t h - -

15 MR. CARR: 2 7 t h . 

16 MR. STOVALL: Mr. Ca r r , d i d you not say at 

17 the b e g i n n i n g of the h e a r i n g , though, t h a t n o t i c e had 

18 been gi v e n t o the a p p r o p r i a t e p a r t i e s under both 

19 s c e n a r i o s ? Your g i v i n g of n o t i c e was adequate? 

20 MR. CARR: Mr. S t o v a l l , we mailed copies of 

21 a l l t h r e e C-108 s w i t h a l l attachments t o a l l i n t e r e s t 

22 owners i n the s t a t u t o r y u n i t area, which, of course, 

23 i n c l u d e s both of the a l t e r n a t i v e s , so th e y have 

24 r e c e i v e d a l l t h r e e C-108's. 

25 The e x h i b i t t h a t c o n t a i n e d the p l a t s and 
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1 the c r o s s - s e c t i o n s and maps, and also the d e c l i n e 

2 c u r v e , a l l t h a t m a t e r i a l was p r o v i d e d t o each of those 

3 owners. And the l e t t e r t h a t t r a n s m i t t e d those was 

4 dated e i t h e r November 7 or 8. I t was the 8 t h . 

5 MR. STOVALL: I s a copy of t h a t l e t t e r i n 

6 your n o t i c e e x h i b i t , do you remember? What I'm 

7 wondering, though--

8 MR. CARR: Yes, i t w i l l be. 

9 MR. STOVALL: What I'm g e t t i n g at i s a 

10 q u e s t i o n of whether or not i t was made c l e a r at t h a t 

11 t i m e , knowing t h a t t h e r e was some c o n f u s i o n on my p a r t 

12 at the b e g i n n i n g of t h i s h e a r i n g , whether t h a t n o t i c e 

13 made c l e a r t h a t the s t a t u t o r y u n i t , C-108, was an 

14 a l t e r n a t i v e t o the other two C-108's. They're 

15 a l t e r n a t i v e a p p l i c a t i o n s . That would be my o n l y 

16 q u e s t i o n . 

17 MR. CARR: I am j u s t c e r t a i n t h a t t h a t i s 

18 what the n o t i c e l e t t e r s p r o v i d e d . The n o t i c e l e t t e r s , 

19 Mr. S t o v a l l , are i n c l u d e d i n w i t h the o r i g i n a l 

20 m a t e r i a l s t h a t were m a i l e d . 

21 MR. STOVALL: I s t h a t t h a t b i g packet you 

22 gave us ? 

2 3 MR. CARR: Yes, s i r . 

24 MR. STOVALL: We c o u l d t a l k about t h a t 

25 l a t e r , i f you want t o . 
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1 MR. CARR: The n o t i c e l e t t e r p r o v i d e s t h a t , 

2 "This l e t t e r i s t o advise you t h a t Yates D r i l l i n g 

3 Company has f i l e d the enclosed a p p l i c a t i o n s " p l u r a l 

4 " w i t h the New Mexico O i l C o n s e r v a t i o n D i v i s i o n , 

5 seeking a u t h o r i t y t o i n s t i t u t e w a t e r f l o o d p r o j e c t s by 

6 i n j e c t i o n i n t o the Queen Formation i n i t s proposed 

7 Cactus Queen Uni t u n d e r l y i n g p o r t i o n s of Sections 27 

8 and 34, and on i t s a d j o i n i n g Doyal lease i n Se c t i o n 

9 26, 27 and 34, both i n Townships 12, 31 East," and 

10 both separate C-108's were enclosed w i t h t h a t n o t i c e 

11 l e t t e r . And the r e t u r n r e c e i p t s are back showing the y 

12 went t o a l l i n t e r e s t owners. 

13 I ' l l be happy t o work w i t h you a f t e r w a r d s , 

14 and i f an a d d i t i o n a l n o t i c e l e t t e r i s r e q u i r e d we can 

15 p r o v i d e t h a t , t o o , so t h a t by the 2 7 t h - -

16 MR. STOVALL: Let' s look at t h a t 

17 a f t e r w a r d s . We don't need t o do i t on the r e c o r d . I 

18 j u s t had a q u e s t i o n on t h a t , i n my mind. 

19 Mr. Carr, we agree t h a t 9810 needs t o be 

20 r e a d v e r t i s e d ; t h a t ' s the w a t e r f l o o d p r o j e c t ? 

21 MR. CARR: Yes, s i r . 

22 MR. STOVALL: 9809 appears t o be p r o p e r l y 

23 a d v e r t i s e d and t h e r e i s no reason t h a t the D i v i s i o n 

24 c o u l d not issue an order on the s t a t u t o r y 

25 u n i t i z a t i o n - -
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1 MR. CARR: That i s c o r r e c t . 

2 MR. STOVALL: - - p r i o r t o t h a t h e a r i n g , t o 

3 enable you t o begin your n e g o t i a t i o n s ? 

4 MR. CARR: That i s c o r r e c t . 

5 MR. STOVALL: And, l i k e w i s e , w i t h 9823, the 

6 v o l u n t a r y u n i t ? 

7 MR. CARR: That i s r i g h t , and then we co u l d 

8 go fo r w a r d and address the port: i o n t h a t r e l a t e s t o the 

9 w a t e r f l o o d p r o j e c t and get t h a t s t r a i g h t e n e d o u t , 

10 however the D i v i s i o n f e e l s , t o be c e r t a i n t h a t t h e r e 

11 i s no c o n f u s i o n as t o what n o t i c e was p r o v i d e d of t h i s 

12 h e a r i n g . 

13 MR. STOVALL: Do you f e e l t h a t a 

14 c o n s o l i d a t e d order i n 9809 and 9823 would be 

15 a p p r o p r i a t e , s t a t i n g the a p p r o v a l s i n the 

16 a l t e r n a t i v e ? 

17 I n ot h e r words, the s t a t u t o r y u n i t i z a t i o n 

18 order would go i n t o e f f e c t , would be i n e f f e c t f o r the 

19 s i x months s u b j e c t t o j o i n d e r by the r e q u i s i t e number 

20 of r o y a l t y i n t e r e s t owners, and t h a t upon e x p i r a t i o n 

21 of t h a t o r d e r , because of f a i l u r e of j o i n d e r , at t h a t 

22 time the order approving the v o l u n t a r y u n i t would go 

23 i n t o e f f e c t ? Would t h a t make sense t o you? 

24 THE WITNESS: I t h i n k t h a t i f we n e g o t i a t e 

25 w i t h the Doyals f o r 30 t o 60 days, at t h a t time we 
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1 would know. And our window i s so small on our 

2 w a t e r f l o o d p r o j e c t , t h a t I would t h i n k we would want 

3 t o — 

4 MR. STOVALL: You want the v o l u n t a r y 

5 approved anyway, w i t h o u t any t i e c o n d i t i o n e d t o the 

6 s t a t u t o r y , i s t h a t c o r r e c t ? 

7 MR. CARR: I t h i n k t h a t makes sense because 

8 the s t a t u t o r y u n i t , under the A c t , would e x p i r e of i t s 

9 own terms i n s i x months. The o n l y o t h e r s u g g e s t i o n 

10 would be t o p r o v i d e t h a t i t would e x p i r e i n s i x months 

11 or sooner, i f advised by the A p p l i c a n t t h a t s t a t u t o r y 

12 u n i t i z a t i o n was not going t o be o b t a i n e d . But i t 

13 seems t o me the c l e a n e s t way t o do i t i s t o si m p l y 

14 enter two o r d e r s . 

15 MR. STOVALL: A l l r i g h t . I have no problem 

16 w i t h t h a t . The one t h i n g I would r e q u e s t , however, i s 

17 t h a t i f you get app r o v a l on the s t a t u t o r y , i f you get 

18 your p a r t i c i p a t i o n , t h a t we come back i n and r e s c i n d 

19 the v o l u n t a r y u n i t o r d e r . 

20 MR. CARR: We would do t h a t , and we would 

21 f i l e t h a t a p p l i c a t i o n and we would f i l l w i t h you a 

22 c e r t i f i c a t e c o n f i r m i n g t h a t we had o b t a i n e d s u f f i c i e n t 

23 r a t i f i c a t i o n t o put the u n i t i n e f f e c t the f o l l o w i n g 

2 4 month . 

25 MR. STOVALL: Okay. That's why I was t y i n g 
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1 them t o g e t h e r , one or the oth e r type of t h i n g . Okay. 

2 No problem t h e r e . Got i t ? 

3 HEARING EXAMINER: Does anybody else have 

4 a n y t h i n g f u r t h e r i n any of these t h r e e cases? Then 

5 I ' l l take Case 9809 and Case 9823 under advisement at 

6 t h i s t i m e . And Case Number 9810, the r e c o r d w i l l 

7 remain open pending the December 27, 1989, h e a r i n g , 

8 where i t w i l l be r e a d v e r t i s e d t o i n c l u d e i n the 

9 a l t e r n a t i v e the two w a t e r f l o o d p r o j e c t s c o v e r i n g the 

10 v o l u n t a r y u n i t agreement area and the Doyal l e a s e . 

11 What i s t h a t proper Doyal l e a s e , w h i l e I'm 

12 at i t ? I s t h a t the Doyal lease? 

13 THE WITNESS: I t ' s a fee l e a s e . The 

14 m i n e r a l s are owned by the Doyal f a m i l y . 

15 HEARING EXAMINER: What would you c a l l t h i s 

16 w a t e r f l o o d p r o j e c t ? 

17 THE WITNESS: Doyal. 

18 HEARING EXAMINER: Doyal lease w a t e r f l o o d 

19 p r o j e c t ? 

20 MR. CARR: Yes, s i r . 

21 HEARING EXAMINER: Okay. Case Number 9810 

22 w i l l be c o n t i n u e d and r e a d v e r t i s e d t o the December 27, 

23 1989 , hear i n g . 

24 Let's take about a 10-minute break t o 

25 regroup. 
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1 C E R T I F I C A T E OF REPORTER 

2 

3 STATE OF NEW MEXICO ) 
) ss . 

4 COUNTY OF SANTA FE ) 

5 

6 I f C a r l a Diane R o d r i g u e z C e r t i f i e d 

7 S h o r t h a n d R e p o r t e r and N o t a r y P u b l i c , HEREBY CERTIFY 

8 t h a t t h e f o r e g o i n g t r a n s c r i p t o f p r o c e e d i n g s b e f o r e 

9 t h e O i l C o n s e r v a t i o n D i v i s i o n was r e p o r t e d by me; t h a t 

10 I caused my n o t e s t o be t r a n s c r i b e d under my p e r s o n a l 

11 s u p e r v i s i o n ; and t h a t t h e f o r e g o i n g i s a t r u e and 

12 a c c u r a t e r e c o r d o f t h e p r o c e e d i n g s . 

13 I FURTHER CERTIFY t h a t I am n o t a r e l a t i v e 

14 or employee o f any o f t h e p a r t i e s or a t t o r n e y s 

15 i n v o l v e d i n t h i s m a t t e r and t h a t I have no p e r s o n a l 

16 i n t e r e s t i n t h e f i n a l d i s p o s i t i o n o f t h i s m a t t e r . 

17 WITNESS MY HAND AND SEAL December 1 1 , 1989. 

18 /' , / • . "'. 
19 CARLA DIANE ROD RIGU 

CSR No. 91 
20 

21 My com m i s s i o n e x p i r e s : May 25, 1991 

22 

23 

24 

25 

! do hereby certify thit ths forgoing Ts 
coi".'"!!c!e record of thG pr^zca-:nTG in 

y,v -c-nmer hearing of Ca:;i ' loS, f*2* 
heard by ;r-eon 39 ^>,~S.s . * ? • 

y ^ ^ ^ ^ ^ y ^ J ^ ^ ^ ^ ^ , Examiner 
Oii r.ervaHon Division 
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