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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

CASE 9860 

EXAMINER HEARING 

IN THE MATTER OF: 

A p p l i c a t i o n of Yates Petroleum C o r p o r a t i o n 

f o r Compulsory P o o l i n g , Eddy County, 

New Mexico 

TRANSCRIPT OF PROCEEDINGS 

BEFORE: DAVID R. CATANACH, EXAMINER 

STATE LAND OFFICE BUILDING 

SANTA FE, NEW MEXICO 

February 7, 1990 

ORIGINAL 
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A P P E A R A N C E S 

FOR THE DIVISION: ROBERT G. STOVALL 
A t t o r n e y at Law 
Legal Counsel t o t h e D i v i s o n 
S t a t e Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 

FOR THE APPLICANT DAVID R. VANDIVER, ESQ. 
Fisk & Vandiver 
7 t h & Mahone, S u i t e E 
A r t e s i a , New Mexico 82210 
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I N D E X 

Page Number 

Appearances 2 

CY COWAN 

Examination by Mr. Vandiver 4 
Examination by Examiner Catanach 14 

RAY BECK 

Examination by Mr. Vandiver 15 

DR. DAVID FRANCIS BONEAU 

Examination by Mr. Vandiver 18 
Examination by Examiner Catanach 21 

C e r t i f i c a t e of Reporter 25 

E X H I B I T S 

APPLICANT'S EXHIBITS: 

E x h i b i t 1 7 
E x h i b i t 2 8 
E x h i b i t 3 9 
E x h i b i t 4 11 
E x h i b i t 5 13 
E x h i b i t 6 16 
E x h i b i t 7 16 
E x h i b i t 8 19 
E x h i b i t 9 20 
E x h i b i t 10 20 
E x h i b i t 11 20 

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

4 

EXAMINER CATANACH: At t h i s time w e ' l l c a l l 

the h e a r i n g back t o order and c a l l Case 9860. 

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

Petroleum C o r p o r a t i o n f o r compulsory p o o l i n g , Eddy 

County, New Mexico. 

EXAMINER CATANACH: Appearances i n t h i s 

case . 

MR. VANDIVER: Mr. Examiner, I'm David 

Vandiver from the A r t e s i a law f i r m of Fisk and 

Vandiver, appearing on b e h a l f of the A p p l i c a n t , and I 

have t h r e e witnesses who have p r e v i o u s l y been sworn 

t h i s morn i n g . 

EXAMINER CATANACH: Okay. 

MR. STOVALL: Mr. Vandi v e r , do you want t o 

move t o i n c o r p o r a t e the p r e v i o u s case? 

MR. VANDIVER: Yes, s i r . Mr. Examiner, the 

Dagger "ZW" w e l l i n Case No. 9860 i s i n cl o s e 

p r o x i m i t y t o the C l i f f o r d "ADD" #1 w e l l i n Case 9846, 

which was heard p r e v i o u s l y t h i s morning. 

The same p a r t i e s are not being 

f o r c e d - p o o l e d , but the w e l l i s w i t h i n a m i l e of the 

C l i f f o r d w e l l and l a r g e p o r t i o n s of the t e s t i m o n y are 

i d e n t i c a l t o the t e s t i m o n y i n Case 9846. We would 

request t h a t we j u s t be al l o w e d t o p o i n t out the 

d i f f e r e n c e s between the t e s t i m o n y i n the two cases and 
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i n c o r p o r a t e the t e s t i m o n y mainly of Mr. Beck and Dr. 

Boneau, the g e o l o g i s t and the engi n e e r . We would l i k e 

t o put on a l i t t l e t e s t i m o n y w i t h regard t o the land 

s i t u a t i o n . 

EXAMINER CATANACH: Okay. The re c o r d i n 

Case 9846 w i l l be i n c o r p o r a t e d i n t o t h i s case, Case 

9860 . 

MR. VANDIVER: May I proceed? 

EXAMINER CATANACH: Yes. 

CY COWAN 

the 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 d u l y sworn 

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

EXAMINATION 

BY MR. VANDIVER: 

Q. Mr. Cowan, s t a t e your f u l l name, occ u p a t i o n 

and by whom are you employed? 

A. My name i s Cy Cowan. I'm a landman f o r 

Yates Petroleum C o r p o r a t i o n . 

Q. You were p r e v i o u s l y sworn t h i s morning, you 

t e s t i f i e d as a pe t r o l e u m landman t h i s morning and had 

your q u a l i f i c a t i o n s as a landman accepted, i s t h a t 

c o r r e c t ? 

A. Yes . 

Q. Are you f a m i l i a r w i t h the t i t l e t o the land 

s u r r o u n d i n g the proposed spacing u n i t f o r the w e l l 
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which i s the s u b j e c t of Yates' a p p l i c a t i o n i n t h i s 

case ? 

A. Yes, I am. 

MR. VANDIVER: I would tender Mr. Cowan as 

a p e t r o l e u m landman, Mr. Examiner. 

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

Q. Summarize the purpose of Yates Petroleum 

C o r p o r a t i o n ' s a p p l i c a t i o n i n Case 9860, p l e a s e , s i r . 

A. Yates Petroleum C o r p o r a t i o n seeks an order 

p o o l i n g a l l m i n e r a l i n t e r e s t s from the s u r f a c e t o the 

base of the Canyon Fo r m a t i o n , u n d e r l y i n g the southeast 

q u a r t e r of Se c t i o n 25, Township 19 South, Range 24 

East, f o r m i n g a standard 160-acre spacing and 

p r o r a t i o n u n i t f o r any and a l l f o r m a t i o n s and/or p o o l s 

developed under t h i s 160-acre spacing u n i t , and the 

n o r t h e a s t q u a r t e r of the southeast q u a r t e r of Se c t i o n 

25, f o r m i n g a standard 40-acre o i l spacing and 

p r o r a t i o n u n i t , f o r any and a l l f o r m a t i o n s and/or 

pools developed on a 40-acre spacing u n i t . 

The spacing u n i t w i l l be d e d i c a t e d t o th e 

Dagger "ZW" #2 w e l l t o be d r i l l e d at a standard 

l o c a t i o n 1980 f e e t from the south l i n e and 660 f e e t 

from the east l i n e of Se c t i o n 25. We a l s o d i s c u s s the 

cost of d r i l l i n g and c o m p l e t i n g t h i s w e l l , and the 

a l l o c a t i o n o f costs t h e r e o f , as w e l l as a c t u a l 
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o p e r a t i n g costs and charges f o r s u p e r v i s i o n , 

d e s i g n a t i o n of Yates Petroleum C o r p o r a t i o n as op e r a t o r 

of the w e l l , and a charge f o r r i s k i n v o l v e d i n 

d r i l l i n g t h i s w e l l . 

Q. Now, Mr. Cowan, i d e n t i f y A p p l i c a n t ' s 

E x h i b i t 1 i n t h i s case, the land p l a t , and review the 

i n f o r m a t i o n shown on t h a t e x h i b i t , p l e a s e . 

A. E x h i b i t No. 1 i s a land p l a t showing 

p o r t i o n s of Township 19 South, Range 24 East. I would 

l i k e t o d i r e c t your a t t e n t i o n t o Se c t i o n 25, the 

southeast q u a r t e r , which i s o u t l i n e d i n r e d . Th i s i s 

the proposed p r o r a t i o n u n i t f o r the Dagger "ZW" #2 

w e l l . The a c t u a l w e l l l o c a t i o n i s denoted by the red 

dot i n the n o r t h e a s t of the southeast q u a r t e r of 

Sec t i o n 2 5. 

Q. What percentage of the w o r k i n g i n t e r e s t and 

o p e r a t i n g r i g h t s does Yates Petroleum C o r p o r a t i o n and 

i t s a f f i l i a t e d e n t i t i e s own i n the proposed spacing 

and p r o r a t i o n u n i t f o r the Dagger "ZW" w e l l ? 

A. A p p r o x i m a t e l y 54 p e r c e n t . 

Q. There are other p a r t i e s w i t h l e a s e h o l d or 

unleased m i n e r a l i n t e r e s t s i n t h i s spacing u n i t ? 

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

Q. Have you co n t a c t e d a l l p a r t i e s w i t h 

l e a s e h o l d or unleased m i n e r a l i n t e r e s t s and requested 
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them t o j o i n i n your proposed w e l l or enter i n t o a 

farm out agreement or some other c o n t r a c t u a l 

arrangement? 

A. Yes , we have . 

Q. Have a l l p a r t i e s agreed t o p a r t i c i p a t e i n 

your proposed o p e r a t i o n ? 

A. No, s i r . Kenneth Cone has not responded t o 

our requests t o p a r t i c i p a t e i n t h i s w e l l . 

Q. What percentage of the wo r k i n g i n t e r e s t i n 

t h i s spacing u n i t does Kenneth Cone own? 

A. S i x - t e n t h s of one p e r c e n t . 

Q. A l l other p a r t i e s have agreed t o j o i n or 

farm out? 

A. Yes, t h a t i s c o r r e c t . 

Q. I s Mr. Cone's i n t e r e s t a l e a s e h o l d i n t e r e s t 

or an unleased m i n e r a l i n t e r e s t ? 

A. Mr. Cone's i n t e r e s t i s a l e a s e h o l d 

i n t e r e s t . 

MR. VANDIVER: Mr. Examiner, E x h i b i t 2 i s 

an A f f i d a v i t of M a i l i n g prepared by my o f f i c e pursuant 

t o Rule 12-07 r e f l e c t i n g t h a t the a p p l i c a t i o n of Yates 

i n t h i s case was mai l e d t o Kenneth Cone on January 3, 

1990. Y o u ' l l note t h e r e i s a r e t u r n r e c e i p t 

r e f l e c t i n g t h a t Mr. Cone r e c e i v e d t h i s n o t i c e of the 

h e a r i n g January 14, 1990. 
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Q. Mr. Cowan, Marathon O i l Company a l s o was 

given n o t i c e of t h i s h e a r i n g , were t h e y not? 

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

Q. Has Marathon agreed t o j o i n i n your w e l l ? 

A. Marathon has agreed e a r l i e r t h i s week t o 

j o i n us i n t h i s w e l l , and we do have a FAX 1d signed 

copy of an AFE from Marathon, but we do not have an 

o r i g i n a l l y signed AFE as y e t . 

Q. They FAX'd you an AFE? 

A. That's r i g h t . 

Q. You don't have an o r i g i n a l AFE or signed 

o p e r a t i n g agreement? 

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

Q. Now, r e f e r t o A p p l i c a n t ' s E x h i b i t 3 i n t h i s 

case, which i s a packet of correspondence, and review 

t h a t correspondence b r i e f l y f o r the Examiner. 

A. I would l i k e t o ask you t o t u r n t o t h e 

back. We'll s t a r t at the back of the correspondence 

p a c k e t . The f i r s t l e t t e r i s dated J u l y 31, 1989, t o 

work i n g i n t e r e s t owners. T h i s i s our i n i t i a l l e t t e r 

p r o p o s i n g t o d r i l l t he Dagger "ZW" #2 w e l l i n Se c t i o n 

25 of 19 South, Range 24 East. I t a l s o s t a t e s the two 

copies of the AFE and an o p e r a t i n g agreement were 

enclosed w i t h t h i s p r o p o s a l l e t t e r . 

Q. Next l e t t e r i s dated August 4, 1989? 
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A. The next l e t t e r i s August 4, 1989, t o the 

working i n t e r e s t owners. A p p a r e n t l y t h e r e i s a 

problem i n one of the e x h i b i t s , the COPAS e x h i b i t , and 

t h i s was j u s t r e p l a c i n g the COPAS w i t h the c o r r e c t 

form. 

Q. November 1 l e t t e r ? 

A. This l e t t e r i s t o t h e wo r k i n g i n t e r e s t 

owners reminding the p a r t i e s t h a t have not signed up 

t o please j o i n i n the w e l l . 

Q. Then t h e r e i s some a d d i t i o n a l 

correspondence i n the packet from Marathon O i l 

Company, I b e l i e v e ? 

A. That i s c o r r e c t . Marathon was aski n g Yates 

Petroleum, i n a l e t t e r dated September 27 , .1989 , 

t h e y ' r e a s k i n g us t o modify the Op e r a t i n g Agreement 

per some problems they had w i t h the Ope r a t i n g 

Agreement at t h a t t i m e . 

Q. Did Yates make those m o d i f i c a t i o n s t o the 

Oper a t i n g Agreement as requested by Marathon? 

A. Yes, they were. I n a l e t t e r dated December 

8, 1989, i t was noted t h a t these changes were made t o 

the O p e r a t i n g Agreement per Marathon's r e q u e s t , and 

were added t o the back, t o p l e a s e , everyone who has 

not j o i n e d or p a r t i c i p a t e d i n t h i s w e l l , t o please 

j o i n us. 
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Q. And then the January 4 l e t t e r ? 

A. Th i s l e t t e r of January 4 t h denoted t h e r e ' s 

a t y p o g r a p h i c a l e r r o r i n E x h i b i t A t o the Op e r a t i n g 

Agreement, and t h i s l e t t e r i s sending back the 

c o r r e c t i o n t o the Op e r a t i n g Agreement t o the wo r k i n g 

i n t e r e s t owners. 

Q. And then another Marathon l e t t e r a s king f o r 

changes t o the Op e r a t i n g Agreement? 

A. That i s c o r r e c t . The l e t t e r dated January 

15, 1990 from Marathon, Yates Petroleum requested t h a t 

they had some a d d i t i o n a l changes t o the o p e r a t i n g 

agreement t h a t we should c o n s i d e r . 

Q. The l e t t e r on the t o p , January 1 9 t h , was 

sent t o Kenneth Cone a f t e r the a p p l i c a t i o n f o r 

compulsory p o o l i n g was f i l e d i n t h i s case? 

A. That i s c o r r e c t . And t o date we have not 

re c e i v e d any response from Mr. Cone. 

Q. Have a l l other members of the Cone f a m i l y 

agreed t o p a r t i c i p a t e or farm o u t - -

A. Yes, they have. 

Q. — f o r the d r i l l i n g of t h i s Dagger "ZW" #2 

w e l l ? 

A. Yes, they have. 

Q. I f you could i d e n t i f y E x h i b i t 4, the J o i n t 

O p e r a t i n g Agreement, and b r i e f l y review t h a t e x h i b i t ? 
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A. E x h i b i t 4 i s the standard A.A.P.L. Form 

610 r 1977 Model Form O p e r a t i n g Agreement f o r the 

Dagger "ZW" #2 w e l l . 

Q. T h i s O p e r a t i n g Agreement i s e x a c t l y the 

same form as the Ope r a t i n g Agreement f o r the C l i f f o r d 

ADD #1 w e l l ? 

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

Q. The on l y d i f f e r e n c e being t h e i n f o r m a t i o n 

r e f l e c t e d on E x h i b i t A w i t h respect t o the wo r k i n g 

i n t e r e s t owners' percentage i n t e r e s t s i n the spacing 

u n i t ? 

A. Yes. 

Q. On E x h i b i t A t h e r e ' s a breakdown as t o the 

p a r t i e s ' i n t e r e s t s and costs and p r o d u c t i o n f o r the 

d r i l l i n g of the w e l l b e f o r e payout and a f t e r payout? 

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

Q. And the Cone f a m i l y ' s i n t e r e s t s i s shown 

under T r a c t 1 on E x h i b i t A as being u n d i v i d e d 

i n t e r e s t s i n an o i l and gas lease executed by 

S. P. Johnson, et a l . ? 

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

Q. That covers 84 net acres t h r o u g h o u t the 

e n t i r e southeast q u a r t e r of Sec t i o n 25, Township 19 

South, Range 24 East? 

A. That i s c o r r e c t . 
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Q. Your other t e s t i m o n y w i t h regard t o t h e 

j o i n t o p e r a t i n g agreement i n Case 9846 i s the same as 

your t e s t i m o n y i n t h i s case? 

A. Yes , s i r . 

Q. Now i f I could r e f e r you t o A p p l i c a n t ' s 

E x h i b i t 5 which i s the AFE, and ask you i f t h a t AFE, 

as t o the costs f o r the d r i l l i n g of t h i s w e l l , i s 

i d e n t i c a l t o the AFE su b m i t t e d i n Case 9846? 

A. Yes, the costs are i d e n t i c a l f o r a d r y hole 

and a completed w e l l . 

Q. Your t e s t i m o n y w i t h regard t o the AFE i s 

the same as your t e s t i m o n y w i t h regard t o t h e C l i f f o r d 

"ADD" #1 w e l l ? 

A. Yes. 

Q. I f I could go back t o the j o i n t o p e r a t i n g 

agreement, on the COPAS ac c o u n t i n g procedure form 

a t t a c h e d as E x h i b i t C, the overhead r a t e s f o r d r i l l i n g 

and p r o d u c i n g w e l l s are the same? $3,500 f o r d r i l l i n g 

a w e l l and $350 f o r p r o d u c i n g w e l l as the C l i f f o r d 

"ADD" #1 w e l l ? 

A. Yes , s i r . 

Q. Your t e s t i m o n y as t o the b a s i s f o r those 

overhead r a t e s i s the same as your t e s t i m o n y w i t h 

regard t o the C l i f f o r d "ADD" w e l l ? 

A. Yes , s i r . 
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Q. Were E x h i b i t s 1 t h r o u g h 5 prepared by you 

or under your d i r e c t i o n and s u p e r v i s i o n or taken from 

the business records of Yates Petroleum C o r p o r a t i o n ? 

A. Yes, they have been. 

MR. VANDIVER: Mr. Examiner, I move the 

admission of E x h i b i t s 1 th r o u g h 5, and would request 

t h a t Mr. Cowan's t e s t i m o n y be supplemented by h i s 

t e s t i m o n y i n Case 9846, and I have no f u r t h e r 

q u e s t i o n s of the w i t n e s s . 

EXAMINER CATANACH: E x h i b i t s 1 th r o u g h 5 

w i l l be a d m i t t e d as evidence i n the case. I have no 

que s t i o n s of the w i t n e s s . 

MR. STOVALL: I have one q u e s t i o n , j u s t t o 

c l a r i f y . 

EXAMINATION 

BY MR. STOVALL: 

Q. I t appears t h e r e i s Cone f a m i l y i n t e r e s t s 

i n t h i s w e l l as w e l l as i n Case 9846, i s t h a t c o r r e c t ? 

A. Yes, s i r . 

Q. These are the same Cones as were i n - -

A. Same f a m i l y , d i f f e r e n t person. This i s 

Kenneth G. Cone, who i s the o n l y one who has not 

responded t o our e f f o r t s t o get him t o j o i n i n 

d r i l l i n g t h i s w e l l . I n the other case i t was Kathleen 

Cone and C l i f f o r d Cone. 
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Q. But Kenneth Cone i n t h i s case i s a l s o 

i n v o l v e d i n the u n i t i n 9846? 

A. Yes. 

Q. So he knows what's going on out t h e r e , as 

f a r as you can t e l l , i s t h a t c o r r e c t ? 

A. Yes, t h a t ' s c o r r e c t . He i s p a r t i c i p a t i n g 

i n the other w e l l . 

MR. STOVALL: Nothing f u r t h e r . 

EXAMINER CATANACH: The w i t n e s s may be 

excused. 

THE WITNESS: Thank you. 

RAY BECK 

the 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 d u l y sworn 

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

EXAMINATION 

BY MR. VANDIVER: 

Q. Mr. Beck, s t a t e your name, your o c c u p a t i o n 

and by whom you're employed, p l e a s e . 

A. Ray Beck, g e o l o g i s t , Yates Petroleum. 

Q. You p r e v i o u s l y t e s t i f i e d t h i s morning as a 

pet r o l e u m g e o l o g i s t i n Case 9846 w i t h regard t o the 

C l i f f o r d "ADD" #1 w e l l ? 

A. Yes, I d i d . 

Q. Your q u a l i f i c a t i o n s as a pe t r o l e u m 

g e o l o g i s t were accepted by the Examiner? 
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A. Yes, they were. 

Q. Have you made a study of the a v a i l a b l e 

g e o l o g i c a l data w i t h respect t o the proposed Dagger 

"ZW" #2 w e l l t o be l o c a t e d i n the southeast q u a r t e r of 

Sect i o n 25, Township 19 South, Range 24 East? 

A. Yes, I have. 

MR. VANDIVER: Tender Mr. Beck as an ex p e r t 

p e t r o l e u m g e o l o g i s t , Mr. Examiner. 

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

Q. Mr. Beck, i n t h i s case, the Dagger "ZW" #2 

w e l l i s a p p r o x i m a t e l y one m i l e t o the n o r t h e a s t of the 

C l i f f o r d "ADD" #1 w e l l ? 

A. A p p r o x i m a t e l y . 

Q. I guess i t ' s the Dagger "ZW" #2 w e l l , I 

t h i n k I c a l l e d i t the #1? 

A. I t ' s the Dagger "ZW" #2. 

Q. Your t e s t i m o n y w i t h regard t o the r i s k 

i n v o l v e d i n the d r i l l i n g of t h i s Dagger "ZW" w e l l i s 

s i m i l a r t o your t e s t i m o n y w i t h regard t o the C l i f f o r d 

w e l l i n Case 9846, i s i t not? 

A. Yes, i t i s . I coul d j u s t say t h a t the 

geology d e p i c t e d on E x h i b i t No. 6, the map, and 

E x h i b i t No. 7, i n Case 9846, i s i d e n t i c a l t o the map 

and c r o s s - s e c t i o n e x h i b i t e d i n Case 9860, the c u r r e n t 

case . 
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The o n l y change would be the proposed 

l o c a t i o n i s , of course, d i f f e r e n t , the expected 

t h i c k n e s s of the d o l o m i t e f o r the Dagger "ZW" #2 i s 

app r o x i m a t e l y 175 f e e t , the expected t o p - o f - d o l o m i t e 

i s minus 4027 subsea. 

The t e s t i m o n y about the E x h i b i t 7 

c r o s s - s e c t i o n , i s t h a t the Dagger "ZW" #2 i s two and a 

h a l f m i l e s from the r e s e r v o i r suspect C a c t i w e l l on 

the c r o s s - s e c t i o n . And the other t e s t i m o n y i n t h i s 

case i s e s s e n t i a l l y the same as f o r Case 9846. 

MR. VANDIVER: Again, Mr. Examiner, we 

would request t h a t Mr. Beck's t e s t i m o n y i n Case 9846 

be i n c o r p o r a t e d i n Case 9860 i n f u l l . 

Q. I take i t , Mr. Beck, your o p i n i o n as t o , or 

your recommendation as t o the r i s k f a c t o r p e n a l t y i n 

t h i s case i s the same as i n Case 9846? 

A. That's t r u e . I recommend a r i s k f a c t o r 

p e n a l t y of 200 p e r c e n t . I s t i l l b e l i e v e t h a t I've 

demonstrated g e o l o g i c a l r i s k i n t h i s case, 9860, as I 

have i n the former case, Case 9846. 

One other remark I would l i k e t o make, a 

copy of my f u l l t e s t i m o n y i n Case 9860 has been given 

t o the c o u r t r e p o r t e r , i f the Examiner would wish t o 

u t i l i z e i t i n any way or i n c o r p o r a t e i t i n t o the 

r e c o r d or whatever. I t ' s a l l t h e r e . 
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Q. Were E x h i b i t s 6 and 7 prepared by you or 

under your d i r e c t i o n or s u p e r v i s i o n ? 

A. Yes, they were. 

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 

a p p l i c a t i o n be i n the i n t e r e s t of c o n s e r v a t i o n of o i l 

and gas, the p r e v e n t i o n of waste and the p r o t e c t i o n of 

c o r r e l a t i v e r i g h t s ? 

A. I so b e l i e v e . 

MR. VANDIVER: Mr. Examiner, I move the 

admission of A p p l i c a n t ' s E x h i b i t s 6 and 7, and I have 

no f u r t h e r q u e s t i o n s of the w i t n e s s . 

EXAMINER CATANACH: E x h i b i t s 6 and 7 w i l l 

be a d m i t t e d as evidence. I have no q u e s t i o n s of the 

w i t n e s s . He may be excused. 

DAVID FRANCIS BONEAU 

The 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 d u l y sworn 

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

EXAMINATION 

BY MR. VANDIVER: 

Q. Dr. Boneau, s t a t e your f u l l name, your 

oc c u p a t i o n and by whom you're employed, p l e a s e . 

A. My name i s David F r a n c i s Boneau. I work as 

an engineer f o r Yates Petroleum C o r p o r a t i o n i n 

A r t e s i a , New Mexico. 

Q. You p r e v i o u s l y t e s t i f i e d t h i s morning i n 
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Case 9846, were sworn as a w i t n e s s , and had your 

q u a l i f i c a t i o n s as a pe t r o l e u m engineer accepted, i s 

t h a t not c o r r e c t ? 

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

Q. Have you made an e n g i n e e r i n g study of the 

area f o r the proposed Dagger "ZW" #2 w e l l i n t h i s 

case ? 

A. Yes , s i r . 

Q. Have you prepared c e r t a i n e x h i b i t s t o 

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

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

MR. VANDIVER: Mr. Examiner, I would tender 

Dr. Boneau as an expert p e t r o l e u m engineer. 

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

Q. I f I could ask you, Dr. Boneau, j u s t t o 

e x p l a i n how your t e s t i m o n y i n t h i s case might d i f f e r 

from your t e s t i m o n y i n Case 9846, i f at a l l , and the 

d i f f e r e n c e s , perhaps, i n the e x h i b i t s s u bmitted? 

A. My t e s t i m o n y i s t o recommend the r i s k 

p e n a l t y of 200 pe r c e n t i n t h i s case based on evidence 

and e x h i b i t s t h a t a r e , e s s e n t i a l l y , t h e same as those 

presented i n Case 9846. 

E x h i b i t 8 again shows t h a t t h e r e ' s a 

d e f i n i t e chance t h a t the Dagger "ZW" #2 w e l l w i l l 

produce l e s s than the 100 b a r r e l s of o i l a day t h a t ' s 
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necessary f o r an economic v / e l l . E x h i b i t 9 i l l u s t r a t e s 

t h a t the water cut at t h i s w e l l should be expected t o 

be about 90 p e r c e n t . E x h i b i t 10 i s e x a c t l y the same 

as i n the p r e v i o u s case and again shows the 25 m i l e s 

of gas g a t h e r i n g l i n e s and the 15 m i l e s of water l i n e s 

and the water d i s p o s a l systems and compressors, et 

c e t e r a , t h a t Yates has i n s t a l l e d , and the La Rue 

P i p e l i n e t h a t we're i n the process of b u i l d i n g now t o 

handle more of t h i s sour gas. 

E x h i b i t 11 shows we spent $6 m i l l i o n t o 

date on these e x t r a f a c i l i t i e s i n a d d i t i o n t o the 

m i l l i o n and a h a l f d o l l a r s t h a t ' s going i n t o t h i s La 

Rue P i p e l i n e t h a t ' s s t a r t i n g now. 

O v e r a l l , the s t o r y i s v e r y much the same as 

i n the p r e v i o u s case. There i s r i s k t h a t a l o t of 

money i s i n v e s t e d w i t h the chance of not g e t t i n g i t 

back i f t h i s w e l l i s not r e a l l y good. 

Q. Based upon your study of t h i s area, you 

have the same recommendation t o make w i t h respect t o 

r i s k as you made i n Case 9846? 

A. Yes. I recommend t h a t the r i s k p e n a l t y be 

20 0 p e r c e n t . 

Q. Were E x h i b i t s 8 t h r o u g h 11 i n t h i s case 

prepared by you or under your d i r e c t i o n and 

s u p e r v i s i o n ? 

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

21 

A. Yes, s i r . 

MR. VANDIVER: Mr. Examiner, I would move 

the admission of E x h i b i t s 8 th r o u g h 11 i n t h i s case, 

and 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 . 

EXAMINER CATANACH: E x h i b i t s 8 t h r o u g h 11 

w i l l be a d m i t t e d as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Boneau, one q u e s t i o n I f a i l e d t o ask 

you i n the l a s t case, on your E x h i b i t 8 where you show 

c u r r e n t o i l p r o d u c t i o n , are a l l the w e l l s more or l e s s 

on the e x h i b i t a p p r o x i m a t e l y the same age, as f a r as 

t h e i r p r o d u c i n g l i f e ? 

A. "Approximate" i s a wide-open number. 

Q. I n what time p e r i o d were these w e l l s 

d r i l l e d ? 

A. Several of the w e l l s were d r i l l e d t h r e e or 

f o u r - - w e l l , mid-80's, 8 5 - i s h . Our M o l l y w e l l i n the 

southeast corner of Se c t i o n 13 has been our best w e l l 

u n t i l r e c e n t l y , 268 b a r r e l s a day. I t ' s made 300 

b a r r e l s a day f o r t h r e e , f o u r y e a r s , and i t ' s f i n a l l y 

dropped a l i t t l e t o 268. But i t ' s been a 300 b a r r e l a 

day w e l l f o r t h a t l e n g t h of t i m e . 

One d e c e i v i n g number i n Se c t i o n 19 t h e r e , 

i n the nort h w e s t q u a r t e r t h e r e ' s a 130. That's a 

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

22 

loadwick A operated by Conoco. I t ' s been a 250 b a r r e l 

a day w e l l . October was a bad month, I t h i n k , and 

t h a t ' s maybe one d e c e i v i n g number. 

The 268 i n Se c t i o n 19 t h e r e , i s Dagger Draw 

#4. I t ' s a mid-80 w e l l t h a t ' s produced a h a l f a 

m i l l i o n b a r r e l s of o i l , and i s at 268 b a r r e l s a day. 

Those are some of the r e a l l y good w e l l s . 

Yates has developed i n t h i s l a s t two or 

t h r e e y e a r s , we have developed some w e l l s t o the e a s t , 

i n the east h a l f of 19 and the west h a l f of Se c t i o n 

20. Some of the w e l l s down i n 30 are i n the l a s t two 

or t h r e e y e a r s , and almost a l l of the development t o 

the southwest i s i n the l a s t two or t h r e e y e a r s . I 

can t a l k on and on about t h i s f i e l d . 

Q. Let me ask you t h i s , t o summarize i t . 

A. But your p o i n t i s r i g h t . But i n the area 

t h a t we're t a l k i n g about, where the two pr o p o s a l s a r e , 

those are new w e l l s and the numbers t h e r e are 

i n d i c a t i v e of the best t h a t t h e y do. I n the area t h a t 

we're t a l k i n g about, t h e y ' r e not w e l l s t h a t used t o be 

300 b a r r e l s a days t h a t are now down t o 64. No. 

Those are a newer area and those numbers are 

i n d i c a t i v e of the best the w e l l s can do. 

In the o l d e r p a r t of the f i e l d , a m i l e or 

so n o r t h , your p o i n t i s w e l l t a k e n , but maybe 
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f o r t u n a t e l y we're t a l k i n g about a plac e where my 

numbers apply i n the sense t h a t you're t h i n k i n g . 

Q. Let me sum up the whole t h i n g i n one 

q u e s t i o n . Have you seen s i g n i f i c a n t d i f f e r e n c e s i n 

the i n i t i a l p o t e n t i a l i n these w e l l s i n t h i s area? 

A. Yes, ve r y b i g d i f f e r e n c e s , d i f f e r e n c e s 

i n d i c a t i v e of the k i n d of numbers t h a t are i n 

E x h i b i t 8. 

EXAMINER CATANACH: T h a t ' s a l l t h e 

q u e s t i o n s I have of the w i t n e s s . You may be excused. 

MR. VANDIVER: And, Mr. Examiner, i f I 

d i d n ' t say, I would request t h a t the D i v i s i o n take 

n o t i c e of h i s t e s t i m o n y i n Case 9846 and i n c o r p o r a t e 

h i s t e s t i m o n y i n t h i s case. 

And I would a l s o l i k e t o add w i t h respect 

t o both Case 9860 and Case 9846, t h a t r e g a r d l e s s of an 

order t h a t might be entered f o r c e p o o l i n g the 

r e s p e c t i v e Cones i n these two cases, t h a t f o r a p e r i o d 

of t i m e , at l e a s t d u r i n g the p e r i o d i n which t h e y ' r e 

allowed t o p a r t i c i p a t e , Yates i s s t i l l w i l l i n g t o 

dis c u s s t h i s m a t ter w i t h them and i f th e y would, any 

of them, would want t o farm out or ent e r i n t o some 

other type of agreement besides p a r t i c i p a t i n g , Yates 

would be w i l l i n g t o di s c u s s t h a t w i t h them. 

EXAMINER CATANACH: Very good. And I 
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b e l i e v e we have i n c o r p o r a t e d the whole r e c o r d i n Case 

9846. There being n o t h i n g f u r t h e r i n t h i s case, Case 

9860 w i l l be taken under advisement. 
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