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STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCE DEPARTMENT 

OIL CONSERVATION DIVISION 

1 

IN THE MATTER OF: 
APPLICATION OF CONOCO, INC., FOR THE 
AMENDMENT OF ORDER NO. R-4691, AS AMENDED, 
EDDY COUNTY, NEW MEXICO. 

IN THE MATTER OF: 
APPLICATION OF YATES PETROLEUM CORPORATION 
TO AMEND THE SPECIAL RULES AND REGULATIONS 
FOR THE SOUTH DAGGER DRAW-UPPER 
PENNSYLVANIAN ASSOCIATED POOL, EDDY COUNTY, 
NEW MEXICO. 

CASE NO. 10221 

CASE NO. 10222 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAM T1NER_H EARING 

BEFORE: Michael E. Stogner, Examiner 

February 7, 1991 
11:55 a.m. 

Santa Fe, New Mexico 

This matter came on f o r h e a r i n g b e f o r e the O i l 
Con s e r v a t i o n D i v i s i o n on February 7, 1991, a t 11:55 a.m. at 
the O i l Conservation Conference Room, State Land O f f i c e 
B u i l d i n g , 310 Old Santa Fe T r a i l , Santa Fe, New Mexico, 
b e f o r e Susan G. Ptacek, a C e r t i f i e d Court Reporter No. 124, 
Stat e of New Mexico. 

FOR: OIL CONSERVATION BY: 
DIVISION 

SUSAN G. PTACEK 
C e r t i f i e d Court Reporter 
CCR No. 1224 
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E X H I B I T S 
I D A d m t d 

CONOCO EXHIBIT 

1 13 18 

2 15 18 

3 24 53 

4 25 53 

5 28 53 

6 32 53 

7 3 3 53 

8 35 53 

9 37 53 

10 38 53 

11 40 53 

12 42 53 

13 45 53 

14 47 53 

15 48 53 

16 50 53 

17 58 63 

18 59 63 

19 65 68 

20 67 68 

21 66 68 

22 67 68 
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E X H I B I T S ( C o n t i n u e d ) 

23 68 68 

YATES PETROLEUM EXHIBIT 

1 7 1 8 1 

2 73 81 

3 77 81 
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A P P E A R A N C E S 

FOR THE DIVISION: ROBERT G. STOVALL, ESQ. 
General Counsel 
O i l C o n servation D i v i s i o n 
S t a te Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 87504 

FOR CONOCO, INC. KELLAHIN, KELLAHIN & AUBREY 
A t t o r n e y s a t Law 
BY: W. THOMAS KELLAHIN, ESQ 
117 N. Guadalupe 
P.O. Box 2265 
Santa Fe, New Mexico 87504 

FOR YATES PETROLEUM 
CORPORATION 

LOSEE, CARSON, HAAS & CARROLL, P 
A t t o r n e y s a t Law 
BY: ERNEST L. CARROLL, ESQ. 
300 American Home B u i l d i n g 
P.O. Drawer 239 
A r t e s i a , New Mexico 88211-0239 

FOR NEARBURG 
PRODUCTION COMPANY 

CAMPBELL & BLACK, P.A. 
A t t o r n e y s a t Law 
BY: ANNIE LAURIE COOGAN, ESQ. 
110 North Guadalupe 
Santa Fe, New Mexico 87501 

* * * 

HUNNICUTT REPORTING 
(505) 982-9770 



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 

EXAMINER STOGNER: Hearing w i l l come to or d e r . C a l l 

Case 10221. 

MR. STOVALL: A p p l i c a t i o n of Conoco, I n c . , f o r 

amendment of D i v i s i o n Order R-4691 as amended, Eddy County, 

New Mexico. 

EXAMINER STOGNER: C a l l f o r appearances. 

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

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

on b e h a l f of Conoco, I n c . 

MR. CARROLL: Mr. Examiner, my name i s Ernest C a r r o l l 

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

a ppearing on b e h a l f on Yates Petroleum, who i s making an 

appearance i n t h i s h e a r i n g . 

Mr. Examiner, I would a l s o l i k e t o go on rec o r d 

at t h i s t i m e , the f o l l o w i n g case of Case 10222, which i s an 

a p p l i c a t i o n by Yates Petroleum deals w i t h the same s u b j e c t 

matter as Case No. 10221. Mr. K e l l a h i n and I have 

p r e v i o u s l y c o n f e r r e d , and we would t h i n k i t would be i n the 

i n t e r e s t of time t o c o n s o l i d a t e both of these cases f o r 

h e a r i n g a t one t i m e , because they are t a l k i n g about the 

same area and I t h i n k i t would be the best use of ti m e . 

EXAMINER STOGNER: Are t h e r e any o b j e c t i o n s ? 

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

EXAMINER STOGNER: At t h i s time we w i l l c a l l Case No. 

10222. 

HUNNICUTT REPORTING 
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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 t o amend the s p e c i a l r u l e s and r »gu 1 a tr i <~>n p f o r 

the South Dagger Draw-Upper Pennsylvanian A s s o c i a t e d p o o l , 

Eddy County, New Mexico 

EXAMINER STOGNER: Mr. K e l l a h i n , do you wish t o enter 

an appearance i n t h i s matter? 

MR. KELLAHIN: Yes, s i r . 

EXAMINER STOGNER: I w i l l c a l l f o r any a d d i t i o n a l 

appearances i n e i t h e r or both cases? 

MS. COOGAN: I n Case No. 10222 I ' d l i k e t o ente r my 

appearance, Annie L a u r i e Coogan of the law f i r m of 

Campbell & Black f o r Nearburg P r o d u c t i o n Company. 

EXAMINER STOGNER: Do you have any witnesses? 

MS. COOGAN: No. 

MR. STOVALL: Do you have a card? 

MS. COOGAN: Pardon me? 

MR. STOVALL: I d i d n ' t get the name c l e a r l y 

MS. COOGAN: Annie L a u r i e Coogan. C-o-o-g-a-n. 

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

Mr. C a r r o l l , Mr. K e l l a h i n , who w i l l s t a r t ? 

MR. CARROLL: I t h i n k Mr. K e l l a h i n and I w i l l -- there 

i s no r e a l o p p o s i t i o n , Mr. Examiner. We j u s t want t o 

sho r t e n t h i n g s by p r e s e n t i n g our t e s t i m o n y so i t can be 

cons i d e r e d t o g e t h e r . I would a l s o move w i t h respect t o our 

p r e s e n t a t i o n of our case 10222, we p r e v i o u s l y h e l d -- the 

HUNNICUTT REPORTING 
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h e a r i n g was h e l d , I t h i n k , i n October or November of l a s t 

year under Case No. 10108. An order was granted and t h a t 

order number was R-5353-L. We would move t o adopt the 

te s t i m o n y which Yates presented a t t h a t h e a r i n g as our 

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

evidence i s the same as i s s t i l l r e l e v a n t , and I w i l l put 

on some t e s t i m o n y which w i l l shore up t h a t f a c t , t h a t the 

evidence t h a t was presented d u r i n g t h a t case i s s t i l l 

r e l e v a n t . 

EXAMINER STOGNER: Are th e r e any o b j e c t i o n s to making 

Case 10108 a p a r t of t h i s matter? 

MR. KELLAHIN: Mr. Examiner, Mr. C a r r o l l informed me 

p r i o r t o the h e a r i n g t h a t he was going t o make t h a t motion. 

A f t e r t h a t I had i n d e p e n d e n t l y reviewed the t r a n s c r i p t and 

the e x h i b i t s , w h i l e Conoco d i d not p a r t i c i p a t e i n t h a t 

case, we have no o b j e c t i o n t o having t h a t matter 

i n c o r p o r a t e d by r e f e r e n c e i n t o your d e c i s i o n s i n both of 

these cases. 

EXAMINER STOGNER: Mr. C a r r o l l , i s t h a t a l l r i g h t w i t h 

you ? 

MR. CARROLL: That i s f i n e . The r e p r e s e n t a t i o n s t h a t 

Mr. K e l l a h i n made were c o r r e c t ; we d i d advise him of such 

and t h e r e i s no problem. 

MR. STOVALL: Case 10108 w i l l be i n c o r p o r a t e d i n t h i s 

m a t t e r . How are we going t o proceed on t h i s ? 

HUNNICUTT REPORTING 
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MR. KELLAHIN: Let me suggest, Mr. Examiner, t h a t I'm 

happy t o go forw a r d w i t h my p r e s e n t a t i o n today i f t h a t ' s 

a l l r i g h t w i t h Mr. C a r r o l l . 

MR. CARROLL: I t h i n k t h a t would be the b e s t . We are 

going t o t r y not t o d u p l i c a t e the areas covered by 

Mr. K e l l a h i n ' s w i t n e s s e s . And we have prepared a ver y 

shortened form of t e s t i m o n y since we have been able t o 

i n c o r p o r a t e our e a r l i e r t e s t i m o n y by r e f e r e n c e , and we w i l l 

j u s t t r y t o f i l l i n the gaps. 

EXAMINER STOGNER: How many witnesses do you have, 

Mr. K e l l a h i n ? 

MR. KELLAHIN: I a n t i c i p a t e c a l l i n g f o u r w i t n e s s e s . 

EXAMINER STOGNER: And Mr. C a r r o l l ? 

MR. CARROLL: Two w i t n e s s e s . 

MR. STOVALL: Just f o r the r e c o r d , i f I may, 

Mr. Examiner, l e t ' s c l a r i f y what -- we a l l know what the 

case i s , but I t h i n k t o have i t make sense i n the re c o r d --

MR. KELLAHIN: I propose t o make an opening statement. 

MR. STOVALL: Do you? So t h a t w i l l address those 

q u e s t i o n s . 

EXAMINER STOGNER: Let's have the witnesses please 

s t a n d , be sworn at t h i s t i m e . 

(Whereupon the witnesses were d u l y 

swo r n . ) 

EXAMINER STOGNER: Mr. K e l l a h i n I b e l i e v e has some 

II• n | [ M 7 'Ml r T PFP O R T T M '", 
r c I I c; i o r } 1 -
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opening remarks at t h i s t i m e . 

MR. KELLAHIN: Very b r i e f l y , Mr. Examiner. Conocn i s 

a major o p e r a t o r i n what i s c a l l e d the North Dagger 

Draw-Upper Penn p o o l . That pool i s p r e d o m i n a n t l y Cisco 

p r o d u c t i o n . The a p p l i c a t i o n on b e h a l f of Conoco f o r the 

Nort h Dagger Draw i s t o ask the d i v i s i o n t o increase the 

maximum o i l a l l o w a b l e i n t h a t p o o l . The pool i s based on 

160 a c r e s . We're at the 160-acre a l l o w a b l e c u r r e n t l y set 

f o r t h a t p o o l , which i s 350 b a r r e l s a day. This pool 

operates under a g a s / o i l r a t i o l i m i t a t i o n of 10,000 t o 1. 

We are seeking no change i n the r u l e s except to 

have the d i v i s i o n approve d o u b l i n g o i l a l l o w a b l e i n a 

spacing u n i t t o 700 b a r r e l s a day maximum t o be produced 

out of any combination of w e l l s w i t h i n t h a t spacing u n i t so 

long as the t o t a l o i l p r o d u c t i o n from t h a t combination of 

w e l l s w i t h i n t h a t spacing u n i t does not exceed the 700 a 

day maximum. That's the change we want. 

We have examined the p o s s i b i l i t y of downspacing 

the p o o l . That i s not p o s s i b l e because of the ownership. 

Extensive e n g i n e e r i n g work has demonstrated c o n c l u s i v e l y t o 

the Conoco engineers and t h e i r tender of proof i s t h a t 

based upon p r o d u c t i o n , based upon pressure i n f o r m a t i o n , 

based upon r e s e r v o i r e n g i n e e r i n g c a l c u l a t i o n s we are here 

to r e p r e s e n t t o you and prove t o you t h a t we can inc r e a s e 

the o i l a l l o w a b l e ; i t w i l l p r e v e n t waste of o i l r e s e r v o i r 

HUNNT<"UTT PEPOPTIMG 
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r e s o u r c e s ; i t can be done w i t h o u t v i o l a t i o n of c o r r e l a t i v e 

r i g h t s . 

On the southern end of t h i s common source of 

supply t h e r e has been c r e a t e d and developed what i s c a l l e d 

the South Dagger Draw-Upper Penn p o o l . There are some 

d i f f e r e n c e s , but the w e l l s need t o be t r e a t e d i n s i m i l a r 

f a s h i o n s . The South Dagger Draw was developed on 320 

spacing. Again, i t ' s i m p o s s i b l e f o r those i n t e r e s t owners 

to downspace. The c o m p l e x i t i e s of ownership preclude t h a t . 

Yates i s the major o p e r a t o r i n t h a t p o o l . The two pools 

have a common boundary because of the one-mile r u l e . 

The p r o o f t h a t Mr. C a r r o l l p r e s e n t e d back i n 

November demonstrates t h a t , i n f a c t , i s one r e s e r v o i r . Our 

geology today w i l l support t h a t . And I t h i n k what Yates i s 

seeking i s t o have some c o m p a t i b i l i t y so t h a t the end 

r e s u l t i s t h a t everyone has the a b i l i t y t o take advantage 

of an i n c r e a s e d o i l a l l o w a b l e . And we b e l i e v e we've got a 

method worked out f o r you t h a t w i l l demonstrate t h a t we can 

pr o v i d e t h a t f l e x i b i l i t y t o the o p e r a t o r s and increase o i l 

p r o d u c t i o n f o r both pools out of what i n e f f e c t i s one 

common source of supply. 

I'm going t o g i v e you f o u r w i t n e s s e s . Mr. J e r r y 

Hoover w i l l g i v e you a b r i e f i n t r o d u c t i o n on the background 

on the p o o l . The s u b s t a n t i v e e n g i n e e r i n g w i t n e s s i s 

Mr. Clyde F i n d l a y . He w i l l t a l k i n d e t a i l about the 

HUNNICUTT REPORTING 
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r e s e r v o i r . We w i l l supplement h i s e n g i n e e r i n g w i t h a 

g e o l o g i c a l w i t n e s s t o show you the geology, and Hipn l a s t a 

landman t o demonstrate the s a t i s f a c t i o n of the n o t i c e 

requirements f o r n o t i c e t o i n t e r e s t owners, and t h a t i s our 

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

EXAMINER STOGNER: Thank you, Mr. K e l l a h i n . 

Mr. C a r r o l l . 

MR. CARROLL: I t h i n k , Mr. Examiner, t h a t 

Mr. K e l l a h i n ' s p o r t r a y a l of the issues b e f o r e the examiner 

are q u i t e c o r r e c t , and I have n o t h i n g t o add or e m b e l l i s h 

on t h a t statement. 

EXAMINER STOGNER: Thank you, Mr. C a r r o l l . 

Miss Coogan, do you have any opening remarks a t t h i s time? 

MS. COOGAN: No, I don't. 

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

MR. KELLAHIN: At t h i s t i m e , Mr. Examiner, I would 

l i k e t o c a l l Mr. J e r r y Hoover. 

JERRY HOOVER, 

the Witness h e r e i n , having been f i r s t d u l y sworn, was 

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Hoover, f o r the r e c o r d , would you please 

s t a t e your name and occupation? 

A. I am J e r r y Hoover. I work w i t h Conoco, 

HUNNICUTT REPORTING 
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I n c o r p o r a t e d i n Midland, Texas. 

Q. You are a petroleum engineer hy pducaHon? 

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

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

company f o r a number of y e a r s , have you not? 

A. Yes, I have . 

Q. Have you on p r i o r occasions t e s t i f i e d b efore the 

d i v i s i o n as a petroleum engineer? 

A. Yes, I have. 

Q. Have you made y o u r s e l f f a m i l i a r w i t h the d e t a i l s 

of your company's a p p l i c a t i o n b e f o r e the d i v i s i o n examiner 

today? 

A. I have. 

MR. KELLAHIN: We tender Mr. Hoover as an e x p e r t 

wi t n e s s . 

EXAMINER STOGNER: Are t h e r e any o b j e c t i o n s ? 

MR. KELLAHIN: None. 

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

Q. (By Mr. C a r r o l l ) Mr. Hoover, l e t me have you 

u n f o l d b e f o r e you what i s marked as Conoco E x h i b i t No. 1. 

Do you have t h a t ? 

A. Yes. 

Q. Before I ask you t o summarize what your company 

wants t o accomplish w i t h t h i s a p p l i c a t i o n and d e s c r i b e the 

d e t a i l s , take a moment and i d e n t i f y the d i s p l a y f o r us. 
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A. This i s a map showing a l l of the completions i n 

the Cisco f o r m a t i o n i n the North Dagger Draw-Upper 

Pennsylvanian p o o l . This i s complete at the drawing of 

t h i s map a l l of the w e l l s t h a t we are aware t h a t are i n 

t h i s pool and on l y those w e l l s . You w i l l n o t i c e the black 

d o t t e d l i n e r u n n i n g around the l a r g e r area, t h a t i s the 

NMOCD e s t a b l i s h e d boundary of the No r t h Dagger Draw pool a t 

t h i s p o i n t . The d o t t e d red l i n e i s the o u t l i n e of the 

o r i g i n a l p o o l as i t was e s t a b l i s h e d i n 1973 at the f i r s t 

h e a r i n g . The orange arrows h i g h l i g h t the s i x w e l l s t h a t 

were used i n t h a t o r i g i n a l h e a r i n g t o e s t a b l i s h t h i s p o o l . 

Q. We have l a t e r d i s p l a y s t h a t w i l l show where the 

North Dagger Draw f i t s i n t o the South Dagger Draw? 

A. Yes, i n the g e o l o g i c a l p r e s e n t a t i o n . 

Q. At t h i s p o i n t d e s c r i b e g e n e r a l l y f o r the 

examiner, so he w i l l have t h a t as a r e f e r e n c e , where the 

two pools come t o g e t h e r ? 

A. South Dagger Draw pool i s about a m i l e south of 

the s o u t h e r n e x t e n t of t h i s p o o l . I f you look down at the 

bottom l e f t - h a n d corner of t h i s e x h i b i t , and you see the 

e x t e n s i o n down i n t o S e c t i o n 12 and S e c t i o n 10 i n Township 

20 South, Range 24 East, about a m i l e f u r t h e r south you 

w i l l -- i t i s the boundary of the South Dagger Draw p o o l . 

Q. And then below South Dagger Draw you run i n t o 

the I n d i a n Basin? 
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A. That's c o r r e c t . 

Q. When we look at the North Dagger Draw-Upper 

Penn, have you gone back and researched what has been the 

sequence of examiner or d i v i s i o n o r d e r s t h a t have d i r e c t e d 

and p r o v i d e d s t r u c t u r e t o the o p e r a t o r s and working 

i n t e r e s t owners f o r the development of t h a t pool? 

A. Yes, I have, and we have summarized those 

b r i e f l y f o r you; those h e a r i n g s which r e l a t e s t r i c t l y t o 

spacing and a l l o w a b l e changes. 

Q. And have you done so and prepared t h a t i n the 

form of a d i s p l a y ? 

A. Yes, t h a t ' s E x h i b i t 2. 

Q. Let's look a t E x h i b i t No. 2. Without reading 

the s p e c i f i c d e t a i l s , Mr. Hoover, g i v e us a chronology of 

the development i n the pool? 

A. I n 1973 Roger Hanks, who was the 

o p e r a t o r / d e v e l o p e r of the o r i g i n a l pool as o u t l i n e d i n red 

on the map, came t o t h a t commission a s k i n g f o r t h i s pool t o 

be e s t a b l i s h e d . He had those s i x o r i g i n a l w e l l s t h a t he 

presented a t t h a t time i n support of e s t a b l i s h i n g t h a t 

p o o l . He asked f o r 320-acre spacing w i t h a 4 2 7 - b a r r e l per 

day a l l o w a b l e a t t h a t t i m e . His o n l y j u s t i f i c a t i o n f o r the 

spacing a t t h a t time was t h a t these w e l l s were producing 

w i t h a h i g h water cut and from an o p e r a t i o n a l expense, he 

d i d not f e e l l i k e he could a f f o r d t o develop on sm a l l e r 
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spacing. 

Q. You have i d e n t i f i e d on E x h i b i t No. 1 the f i r s t 

Roger Hanks s i x completions -with red arrows? 

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

Q. What happened then? 

A. The o r i g i n a l r u l e s were is s u e d as temporary 

r u l e s , w i t h c a l l f o r review s e v e r a l years l a t e r , and i n 

1976 the case was reopened t o see i f these r u l e s should be 

stand or they should be changed, and Roger Hanks came back 

and requested downspacing t o 160-acre spacing. His on l y 

t e c h n i c a l p r e s e n t a t i o n a t t h i s h e a r i n g was a bottom survey 

i n one of the o r i g i n a l w e l l s , which he brought t o the 

commission, and s t a t e d t h a t i n t h r e e years of o p e r a t i o n 

t h i s pressure t e s t e x t r a p o l a t e d back t o w i t h i n 100 pounds 

of the o r i g i n a l p r e s s u r e , so h i s assumption from t h a t was 

t h a t he was not e f f i c i e n t l y d r a i n i n g the l a r g e areas t h a t 

he thought he might. 

Q. What happened then? 

A. So the order was amended. This was 4691-A. 

L a t e r i n the same year, September of 1976, Hanks came back 

again and requested an inc r e a s e i n the a l l o w a b l e up to 350 

b a r r e l s per day. His statement was t h a t he had s e v e r a l 

w e l l s which were p r o d u c i n g h i g h e r than the 267 t h a t had 

been g i v e n i n 4691-A, and a l s o s e v e r a l new w e l l s t h a t he 

had d r i l l e d were i n i t i a l l y coming i n above t h a t a l l o w a b l e 
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so he asked f o r the inc r e a s e t o 350 b a r r e l s of o i l per day. 

This was granted i n Order 4691-B. That's the l a s t change 

i n the r u l e s . 

Q. With regards t o w e l l spacing and --

A. And a l l o w a b l e . 

Q. And a l l o w a b l e ? 

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

Q. A f t e r t h a t the commission a d j u s t e d the g a s / o i l 

r a t i o ? 

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

Q. And they c u r r e n t l y -- what i s the g a s / o i l r a t i o 

l i m i t a t i o n f o r the North Dagger Draw at t h i s p o i n t ? 

A. 10,000. 

Q. You're not seeking a change i n t h a t ? 

A. No, we're n o t . 

Q. What i s the one r u l e t h a t you are seeking t o 

have changed? 

A. The o i l a l l o w a b l e i s the o n l y change we're 

a s k i n g . 

Q. Without going i n t o the s p e c i f i c d e t a i l s , 

d e s c r i b e f o r us the reason Conoco i s seeking t o have t h a t 

accompli shed? 

A. As the e n g i n e e r i n g j u s t i f i c a t i o n w i l l show we 

f e e l l i k e t h a t we have not been e f f i c i e n t l y and i n a t i m e l y 

manner d e p l e t i n g t h i s r e s e r v o i r . And as was s t a t e d i n the 
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opening remarks, the most l o g i c a l t h i n g to do would be t o 

c a l l f o r a downspacing hut t h a t i s a compl i c a t e d land 

problem t h a t we do not f e e l i s — co u l d be worked out. So 

we si m p l y are asking the commission t o work w i t h us i n 

e s t a b l i s h i n g a manner of i n c r e a s i n g the w e l l d e n s i t y 

w i t h o u t going through the l a n d changes. 

MR. KELLAHIN: That concludes my i n t r o d u c t o r y remarks 

f o r Mr. Hoover. We w i l l move the i n t r o d u c t i o n a t t h i s time 

h i s E x h i b i t s 1 and 2. 

MR. STOVALL: Are t h e r e any o b j e c t i o n s t o E x h i b i t s 1 

and 2? 

MR. CARROLL: None. 

EXAMINER STOGNER: E x h i b i t s 1 and 2 w i l l be a d m i t t e d 

i n t o evidence. 

(Conoco E x h i b i t s 1 and 2 were 

a d m i t t e d i n evidence.) 

EXAMINER STOGNER: Mr. C a r r o l l , your w i t n e s s . 

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

EXAMINER STOGNER: Miss Coogan, your w i t n e s s . 

MS. COOGAN: No q u e s t i o n s . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Hoover, at t h i s time t h i s pool t h a t you 

mentioned having a GOR l i m i t a t i o n of 10,000 t o 1. 

A. That i s c o r r e c t . 
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Q. Has t h a t always been so? 

A. That was changer! i n a r u l i n g i n 1977. 

Q. What order would t h a t be? 

A. Tom has t h a t o r d e r . That was order number 

R-5565 on 11-1-77. 

Q. R-5565? 

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

MR. KELLAHIN: Here's a copy of t h a t o r d e r , 

Mr. Examiner. 

Q. (By Examiner Stogner) I w i l l pose t h i s q u e s t i o n 

now t o you, Mr. Hoover. Do you know of any ot h e r r u l e s 

p e r t a i n i n g t o the North Dagger Draw Pennsylvanian pool? I t 

looks l i k e i t s t a r t e d out as Order R-4691. 

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

Q. I d i d n ' t even know about t h a t . 

A. Amended by A and B and made permanent by C. 

EXAMINER STOGNER: Let's move on w i t h i t , and I don't 

have any more q u e s t i o n s of Mr. Hoover a t t h i s t i m e , but we 

may have some a t a l a t e r p o i n t . 

MR. KELLAHIN: I ' d l i k e t o now c a l l Clyde F i n d l a y . 

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

MR. KELLAHIN: Mr. Examiner, Mr. F i n d l a y d i s p l a y s are 

bound i n the red bi n d e r of the e n g i n e e r i n g e x h i b i t s . 

CLYDE FINDLAY, 

the Witness h e r e i n , having been f i r s t d u l y sworn, was 

HUNNICUTT REPORTING 
(505) 982-9770 



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 

2J) 

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

EXAMINATION 

BY MR. KELLAHIN: 

Q. For the r e c o r d , s i r , would you please s t a t e your 

name and occupation? 

A. My name i s Clyde F i n d l a y . I'm a petroleum 

engineer f o r Conoco, I n c . , i n Midland, Texas. 

Q. Mr. F i n d l a y , on p r i o r occasions have you 

t e s t i f i e d b e f o r e the d i v i s i o n as a petrol e u m engineer? 

A. No, s i r . 

Q. Summarize f o r us your education? 

A. I have a bachelor i n science degree from Texas 

A & M U n i v e r s i t y . 

Q. I n what year, s i r ? 

A. Petroleum e n g i n e e r i n g i n 1985. 

Q. Subsequent t o g r a d u a t i o n summarize your 

employment experience as an engineer? 

A. I have worked the l a s t t h r e e years as Conoco's 

Dagger Draw p r o d u c t i o n engineer. 

Q. As a p r o d u c t i o n engineer d e s c r i b e f o r us the 

ki n d s of t h i n g s t h a t you're asked t o do? 

A. B a s i c a l l y a l l phases of e n g i n e e r i n g at Dagger 

Draw from d r i l l i n g , t o p r o d u c t i o n , f a c i l i t y work, et 

c e t e r a . 

Q. As a r e s u l t of t h a t t h r e e years of e f f o r t have 
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you f a m i l i a r i z e d y o u r s e l f w i t h the p r o d u c t i o n i n f o r m a t i o n 

a v a i l a b l e not on l y f o r the North Dagger Draw but the South 

Dagger Draw as w e l l ? 

A. Yes, s i r . 

Q. Are you f a m i l i a r w i t h the pro d u c i n g c a p a c i t i e s 

of those w e l l s ? 

A. Yes, s i r . 

Q. You made y o u r s e l f f a m i l i a r w i t h the pressure 

i n f o r m a t i o n ? 

A. Yes, s i r . 

Q. Based upon a v a i l a b l e data have you i n t e r p r e t e d 

and a p p l i e d c o n v e n t i o n a l e n g i n e e r i n g techniques t o 

determine whether or not i n your o p i n i o n you had s u f f i c i e n t 

i n f o r m a t i o n to reach a c o n c l u s i o n about the inc r e a s e i n o i l 

a l l o w a b l e t h a t ' s been a p p l i e d f o r today? 

A. Yes, s i r . 

Q. Have you reached such a con c l u s i o n ? 

A. Yes, s i r . 

MR. KELLAHIN: We tender Mr. F i n d l a y as an e x p e r t 

p e t r o l e u m engineer. 

EXAMINER STOGNER: Are t h e r e any o b j e c t i o n s ? 

MR. CARROLL: None. 

EXAMINER STOGNER: Mr. F i n d l a y i s so q u a l i f i e d . 

Q. (By Mr. K e l l a h i n ) Describe f o r us, w i t h your 

background, Mr. F i n d l a y , what the problem was t h a t you saw 
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w i t h the e x i s t i n g r u l e s t h a t has caused your company to 

come f o r w a r d and ask t h i s d i v i s i o n t o increase the o i l 

a l l o w a b l e ? 

A. We have found through i n f i l l d r i l l i n g a t Dagger 

Draw t h a t a downspacing — not downspacing but incr e a s e d 

w e l l d e n s i t y i s a p p r o p r i a t e f o r the Dagger Draw area, and 

to accommodate t h i s a d d i t i o n a l a l l o w a b l e i s r e q u i r e d f o r 

subsequent i n f i l l d r i l l i n g . 

Q. Based upon your s t u d y , what i s your o p i n i o n 

about the a b i l i t i e s of a s i n g l e w e l l i n 160 acres t o 

e f f e c t i v e l y and e f f i c i e n t l y produce the o i l as a s i n g l e 

w e l l w i t h i n t h a t spacing u n i t ? 

A. My o p i n i o n i s t h a t i n d i v i d u a l w e l l b o r e s i n 

Dagger Draw are not d r a i n i n g 160-acre p r o r a t i o n u n i t s . 

They're i n f a c t d r a i n i n g much s m a l l e r drainage r a d i u s e s . 

Q. Having reached the c o n c l u s i o n t h a t we should 

i n c r e a s e the o i l a l l o w a b l e , are you c o m f o r t a b l e w i t h the 

recommendation of a maximum of 700 b a r r e l s of o i l per day 

160 spacing u n i t ? 

A. Yes. 

Q. What's the b a s i s , the r a t i o n a l e , f o r s u g g e s t i n g 

700 a day as opposed t o some ot h e r number? 

A. As I w i l l go i n t o t e s t i m o n y l a t e r , we're f i n d i n g 

t h a t a d d i t i o n a l w e l l s are a c t i n g almost i n d e p e n d e n t l y of 

the o r i g i n a l w e l l s w i t h p r o d u c t i o n , pressure h i s t o r i e s , e t 
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c e t e r a , t h a t equal or b e t t e r than the o r i g i n a l w e l l s , and 

t h e r e f o r e the a l l o w a b l e f o r the o r i g i n a l w e l l s should he 

a p p l i e d t o the a d d i t i o n a l w e l l s t o a l l o w the a d d i t i o n a l 

d e n s i t y i n the e x i s t i n g p r o r a t i o n u n i t s . 

Q. Rather than downspace from 160 t o 80 acres, f o r 

example, your p r o p o s a l then t o accomplish t h a t e f f e c t i s by 

d o u b l i n g the o i l a l l o w a b l e ? 

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

Q. What would be your p l a n of o p e r a t i o n w i t h 

regards t o how t o produce the i n d i v i d u a l w e l l s w i t h i n the 

160 up t o t h i s c e i l i n g ? 

A. Of course, we would d r i l l a d d i t i o n a l w e l l b o r e s 

up to the p o i n t t o where we reach the 700 b a r r e l a day 

a l l o w a b l e . 

Q. Describe f o r me the b a s i c u l t i m a t e reasons t h a t 

have caused you t o reach t h i s c o n c l u s i o n ? 

A. There are t h r e e t e c h n i c a l reasons t h a t we would 

l i k e t o address t h a t p r o v i d e s u b s t a n t i a l evidence t h a t the 

e x i s t i n g w e l l d e n s i t y i s too s m a l l . F i r s t , a d d i t i o n a l 

w e l l s on 160-acre p r o r a t i o n u n i t s are p r o d u c i n g as good or 

b e t t e r than the o r i g i n a l w e l l s , so from a p r o d u c t i o n 

h i s t o r y p o i n t of view, we're seeing evidence of t h i s . New 

w e l l s on 160-acre p r o r a t i o n u n i t s encounter h i g h e r 

bottomhole pressures than would be expected i f the o r i g i n a l 

w e l l s had e f f e c t i v e l y p r e s s u r e - d e p l e t e d the u n i t s . And 
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t h i r d , r e c e n t t e c h n o l o g y i n d i c a t e s t h a t h i g h e r p o r o s i t y 

v alues and t h i c k e r pay s e c t i o n s are the f a c t r a t h e r than 

the o r i g i n a l e s t i m a t e s . T h e r e f o r e , a c t u a l drainage 

r a d i u s e s are s m a l l e r than the o r i g i n a l e s t i m a t e s . 

Q. Let's go t o your e x h i b i t book now, Mr. F i n d l a y , 

and have you t u r n t o what i s marked as E x h i b i t 3. There i s 

a cover sheet, t h e r e i s a t a b u l a t i o n of e x h i b i t s , and then 

we're i n t o E x h i b i t 3. Do you have t h a t b e f o r e you? 

A. Yes. 

Q. I n a n a l y z i n g the North Dagger Draw, d i d you 

determine whether or not you could conduct your a n a l y s i s by 

d i v i d i n g out the pool i n t o separate s p e c i f i c areas? 

A. Yes. 

Q. Have you done t h a t ? 

A. Yes. 

Q. Describe f o r us then what i s i d e n t i f i e d on t h i s 

d i s p l a y w i t h the f o u r dashed green areas? 

A. This map r e p r e s e n t s Conoco's o p e r a t i o n s i n the 

North Dagger Draw p o o l . The f o u r areas o u t l i n e d i n green 

are the areas which have been i n v e s t i g a t e d i n my t e s t i m o n y , 

w i t h the bu l k of the t e s t i m o n y being i n the Barbara Federal 

area t o the n o r t h and then a d d i t i o n a l examples being i n the 

center of the map w i t h the P a r i s h IV and Dagger Draw w e l l s , 

and then a t the bottom of the map w i t h the Dee State w e l l s . 

Q. Give us a way t o c h a r a c t e r i z e each of the fou r 
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areas and why you have s e l e c t e d each one i n d e p e n d e n t l y to 

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

A. The Barbara Federal area i n the -- on a 

w e l l - b y - w e l l basis the area of the r e s e r v o i r w i t h the most 

development and the o l d e s t w e l l s . T h e r e f o r e , the most data 

i s a v a i l a b l e i n t h i s area of the r e s e r v o i r , and t h a t ' s what 

I w i l l c o n c e n t r a t e on j u s t b a s i c a l l y f o r data reasons. 

The center of the map i s new development t h a t 

shows d r i l l i n g p o t e n t i a l of Dagger Draw. And the Dee State 

area t o the south i s a good example of remedial p o t e n t i a l 

i n the Dagger Draw area. But I wanted t o i n c o r p o r a t e areas 

t h r o u g h o u t the North Dagger Draw t o show t h a t we're not 

d e a l i n g w i t h i s o l a t e d phenomena Barbara Federal area. 

Q. Let me have you t u r n t o E x h i b i t No. 4. Would 

you i d e n t i f y t h i s d i s p l a y ? 

A. Yes, t h i s i s a p r o d u c t i o n map of the Barbara 

Federal area which i s on the n o r t h end of your l o c a t i o n 

map. This i s S e c t i o n 17 and 18. There are -- these 

s e c t i o n s are d i v i d e d i n t o 160 p r o r a t i o n u n i t s as you can 

see by the l a r g e dashed l i n e s . The o r i g i n a l w e l l s d r i l l e d 

i n t h i s area are i n d i c a t e d by the black d o t s , which i s what 

Roger Hanks d r i l l e d back i n the mid-'70s, and the 

subsequent i n f i l l development i s i n d i c a t e d by the red d o t s , 

which has taken place i n the l a s t two ye a r s . 

Q. The legend a t the lower r i g h t of the d i s p l a y 
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i d e n t i f i e s what f o r us, Mr. Fi n d l a y ? 

A. That i s p r o d u c t i o n i n f o r m a t i o n , both i n i t i a l 

p o t e n t i a l and cum u l a t i v e p r o d u c t i o n , f o r the w e l l s . On the 

top h a l f of the cross h a i r s i n your legend i s IP 

i n f o r m a t i o n and the date of the IP, and of course t h a t ' s 

next t o each w e l l . Then on the bottom of the cross h a i r s 

i s c u m u l a t i v e p r o d u c t i o n i n f o r m a t i o n . I t ' s i m p o r t a n t t o 

note t h a t a l l the o r i g i n a l w e l l s i n bl a c k have now been 

plugged. They were plugged i n the mid-'80s, so you can 

consider t h i s c u m u l a t i v e i n f o r m a t i o n f o r the plugged w e l l s 

t o be u l t i m a t e recovery. 

Q. Let me d i r e c t your a t t e n t i o n t o the center of 

Se c t i o n 18, out of center and each 40-acre a d j o i n i n g t r a c t 

t h e r e i s now or has been i n the past a North Dagger Draw 

w e l l ? 

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

Q. Are those on e f f e c t i v e 40-acre spacing? 

A. I n t h i s area of the r e s e r v o i r t h a t can be 

consi d e r e d 40-acre spacing. 

Q. Has t h a t d r i l l i n g been too dense? 

A. Not i n our exp e r i e n c e . 

Q. Why not? 

A. I f you w i l l look a t the p r o d u c t i o n numbers f o r 

the o l d w e l l s versus these new w e l l s we have come i n and 

d r i l l e d , you w i l l see t h i s , i n i t i a l p r o d u c t i o n r a t e s are 
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b a s i c a l l y as good or b e t t e r than the o r i g i n a l w e l l s . I n 

a d d i t i o n , the cum i n f o r m a t i o n t o date on the new w e l l s 

i n d i c a t e t h a t the u l t i m a t e recovery w i l l be as good or 

b e t t e r than the o r i g i n a l w e l l s i n the area. 

Q. From the a n a l y s i s of the p r o d u c t i o n i n f o r m a t i o n 

a v a i l a b l e what c o n c l u s i o n do you reach as an engineer? 

A. That j u s t from a p r o d u c t i o n h i s t o r y p o i n t of 

view, t h a t the o r i g i n a l w e l l s d i d not e f f e c t i v e l y d r a i n 

these 160-acre p r o r a t i o n u n i t s because of the new 

p r o d u c t i o n we're seeing on i n f i l l d r i l l i n g . I n other 

words, the new w e l l s are p e r f o r m i n g as w e l l or b e t t e r than 

the o r i g i n a l w e l l s . 

Q. Show us i n t h i s p a r t i c u l a r area the r e l a t i o n s h i p 

w i t h the c u r r e n t maximum a l l o w a b l e on 160s of 330 a day. 

Do the c u r r e n t p r o d u c i n g w e l l s on any of those spacing 

u n i t s i n the Barbara Federal area have the c a p a c i t y t o 

exceed t h a t number? 

A. I n t h i s p a r t i c u l a r area of the r e s e r v o i r we have 

no w e l l s a t t h i s time t h a t exceed 350 b a r r e l s a day. 

However, we do have some w e l l s t h a t are ver y good w e l l s , 

250 t o 300 b a r r e l s a day. 

Q. For t h i s p a r t i c u l a r area or areas of the pool 

t h a t r e p r e s e n t the Barbara Federal area c h a r a c t e r i s t i c s , 

what w i l l you do t o meet the unused a l l o w a b l e i n t h a t 

spacing u n i t ? 
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A. D r i l l a d d i t i o n a l w e l l b o r e s . 

Q. I s t h e r e enough margin of d i f f e r e n c e i n these 

spacing u n i t s t o cause you t o have the economic i n c e n t i v e 

to d r i l l a d d i t i o n a l w e l l s ? 

A. Can you re p e a t . 

Q. Yes, s i r . I s t h e r e enough margin of d i f f e r e n c e 

f o r the unused a l l o w a b l e i n these spacing u n i t s --

A. Yes. 

Q. -- t o p r o v i d e an economic i n c e n t i v e f o r Conoco 

to d r i l l another w e l l ? 

A. Yes, s i r . 

Q. That's p a r t of the p l a n , i s n ' t i t ? 

A. Yes. 

Q. Let's t u r n now t o E x h i b i t No. 5. I d e n t i f y t h a t 

f o r us. 

A. This i s a p r o d u c t i o n h i s t o r y graph of the 

Barbara Federal No. 1 w i t h d a i l y r a t e s versus t i m e . There 

are t h r e e curves. The gas i s i n d i c a t e d i n b l u e , the water 

i n r ed, and the o i l i n green. 

Q. Give us an overview of the Cisco r e s e r v o i r , 

i n c l u d i n g the South Dagger Draw and the North Dagger Draw 

i n terms of what you as a r e s e r v o i r engineer see as the 

d r i v e mechanics of the r e s e r v o i r ? 

A. Yes, s i r . This i s a -- t h a t ' s the reason I show 

t h i s e x h i b i t , j u s t t o e s t a b l i s h the p r o d u c i n g mechanism of 
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Dagger Draw. As you can see the o i l and gas r a t e s are 

d e c l i n i n g e x p o n e n t i a l l y i n t h i s graph, w i t h the wat»r ra t e s 

remaining r e l a t i v e l y c o n s t a n t . 

Q. Let's take a moment. We've got water d i s p l a y e d 

i n red which i s not u s u a l l y what we do; r i g h t ? 

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

Q. So water i s i n r e d ; the o i l i s i n green, and 

we've got gas i n what, p u r p l e . Whatever t h a t c o l o r i s . 

A. Blue. 

Q. T e l l me what i t shows. 

A. I t shows t h a t the w e l l produced f o r a p e r i o d of 

10 ye a r s . I t d e c l i n e d e x p o n e n t i a l l y on o i l and gas r i g h t s . 

However, the water stayed r e l a t i v e l y c o n s t a n t . We 

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

p r o d u c i n g mechanism w i t h a weak water i n f l u x . 

Q. You have reviewed the Yates p r e s e n t a t i o n , t h e i r 

t r a n s c r i p t and e x h i b i t s from the November h e a r i n g , d i d you 

not? 

A. Yes, s i r . 

Q. One of the items of d i s c u s s i o n i s whether or not 

we had a s t r o n g enough water d r i v e component to the 

r e s e r v o i r ; t h a t we needed t o be c a r e f u l about how f a s t we 

p u l l e d the o i l w e l l s . 

A. We have not seen -- we have not seen t h a t 

phenomena i n North Dagger Draw. 
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Q. You and Yates are then i n agreement t h a t we 

don't have t o be concerned about i n c r e a s i n g water r u t s i f 

we i n c r e a s e the a l l o w a b l e s ? 

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

Q. You don't see any evidence from your p e r s p e c t i v e 

t h a t would g i v e the examiner pause about i n c r e a s i n g the 

a l l o w a b l e because we're going t o have a water problem? 

A. No, s i r . As a matter of f a c t , the key I r e a l l y 

t h i n k t o these w e l l s i s t o draw them down a t a very h i g h 

r a t e t o a l l o w the m a t r i x t o c o n t r i b u t e i n the d o l o m i t e . 

A c t u a l l y as we draw w e l l s down, we tend t o get b e t t e r water 

cut s . 

Q. Increased a l l o w a b l e would g i v e you t h a t 

f l e x i b i l i t y then? 

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

Q. Then you and the Yates engineer are i n agreement 

on t h a t aspect, are you not? 

A. Yes, s i r . 

Q. Let's t a l k about the water i t s e l f f o r another 

moment. Do most of these w e l l s i n the Cisco i n both North 

Dagger Draw and South Dagger Draw produce some produced 

water? 

A. Yes, t h a t i s a common c h a r a c t e r i s t i c of the 

Dagger Draw w e l l s . There i s no w a t e r - f r e e p r o d u c t i o n i n 

Dagger Draw, and they a l l have water a s s o c i a t e d w i t h the 
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p r o d u c t i on. 

Q. Let's t u r n t o the t o p i c of the gas. Do you see 

or p e r c e i v e a problem w i t h d i s p r o p o r t i o n a t e l y c l i m b i n g 

g a s / o i l r a t i o s i f the examiner approves the a l l o w a b l e 

increase f o r the North Dagger Draw? 

A. No, s i r , I haven't. That's something t h a t you 

can see i n the i n i t i a l p o t e n t i a l of some of the o r i g i n a l 

w e l l s i n Dagger Draw. The g a s / o i l r a t i o s don't seem t o be 

any h i g h e r a t the h i g h e r r a t e s , than when they s t a b i l i z e d 

a t the lower r a t e s . 

Q. Do you have any i n d i c a t i o n t h a t we w i l l c r e a t e a 

secondary gas cap i n North Dagger Draw i f we increase the 

a l l o w a b l e and t h e r e f o r e i n c r e a s e the gas w i t h d r a w a l r a t e s 

from the r e s e r v o i r ? 

A. No, s i r . 

Q. Are t h e r e any gas w e l l s i n e i t h e r pool? 

A. Yes, t h e r e are. 

Q. What's the e x p l a n a t i o n f o r t h e i r occurrence? 

A. Most of those w e l l s occur v e r y h i g h on the 

s t r u c t u r e , and t h e r e i s a -- somewhat of a t r a n s i t i o n zone 

between o i l and gas as you move up s t r u c t u r e . And i t ' s 

b a s i c a l l y a s t r u c t u r a l phenomena. 

Q. When we compare the North Dagger Draw to the 

South Dagger Draw, i s t h e r e any g e n e r a l comparisons or 

e x p l a n a t i o n s t h a t you see t h a t c r e a t e some type of 
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d i f f e r e n c e ? 

A. They both have very s i m i l a r rock p r o p e r t i e s . 

The r e s e r v o i r i s v e r y continuous from n o r t h to south. 

However, as a ge n e r a l t r e n d i t could be shown t h a t South 

Dagger Draw i s p r o b a b l y h i g h e r on s t r u c t u r e than North 

Dagger Draw. 

Q. Do you see t h e i r w e l l s w i t h a l i t t l e h i g h er 

g a s / o i l r a t i o than you do i n your w e l l s ? 

A. Yes, as you get down i n t o the South Dagger Draw 

t h e r e are h i g h e r g a s / o i l r a t i o s . 

Q. Do you see a problem f o r any group of o p e r a t o r s 

i n e i t h e r pool s t a y i n g w i t h i n the 10,000 t o 1 g a s / o i l r a t i o 

l i m i t a t i o n ? 

A. Not a t t h i s t i m e . 

Q. Your c o n c l u s i o n then about the d r i v e mechanism 

f o r the r e s e r v o i r i s what? 

A. Predominantly s o l u t i o n - g a s d r i v e w i t h a weak 

wate r i n f l u x . 

Q. Let's t u r n t o E x h i b i t No. 6. Would you i d e n t i f y 

t h a t f o r us? 

A. This again i s a p r o d u c t i o n h i s t o r y of the -- of 

a w e l l j u s t south of the w e l l we j u s t looked a t i n the 

southeast q u a r t e r of S e c t i o n 18, the Barbara Federal No. 6. 

Once a g a i n , you have data p r o d u c t i o n r a t e s versus t i m e . 

The c o l o r s are d i f f e r e n t on t h i s one. The o i l i s i n green; 
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the gas i s i n red; and the water i s i n blue which i s more 

t y p i c a l of what you're used to seeing. But once aoain --

Q. What's the major p o i n t ? 

A. Once ag a i n , I'm t r y i n g t o e s t a b l i s h t h a t t h e r e 

i s a p r e d o m i n a n t l y s o l u t i o n - g a s - d r i v e mechanism w i t h a weak 

water i n f l u x . We see the same t r e n d s i n t h i s w e l l as we 

saw on the Barbara 1. O i l and gas d e c l i n i n g e x p o n e n t i a l l y 

w i t h a water r a t e b a s i c a l l y remaining l e v e l over t i m e . Of 

course, t h i s w e l l produced f o r about 11 years t o an 

economic l i m i t . I j u s t wanted t o v e r i f y the 

s o l u t i o n - g a s - d r i v e mechanism. 

Q. Let's t u r n t o E x h i b i t No. 7. What i s t h i s 

d i s p l a y ? 

A. This i s a d i s p l a y of two w e l l s d r i l l e d on the 

same p r o r a t i o n u n i t i n the n o r t h e a s t q u a r t e r of S e c t i o n 18. 

Q. You've got the number 1 i n the southeast of the 

n o r t h e a s t ? 

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

Q. And then east of t h a t i n the 40-acre o f f s e t s i t s 

the number 9? 

A. I guess west of i t . 

Q. I'm s o r r y , west of t h a t one i s the number 9? 

A. Yes. 

Q. What's the comparison? 

A. This i s an o i l r a t e o n l y f o r the two w e l l s . As 

HMtin T 'Mi'j-r r» F: P«"* n T \ rjr. 
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you can see the o r i g i n a l Barbara Federal No. 1 was d r i l l e d 

i n 1971 and produced t o , oh, a p p r o x i m a t e l y 1982, to an 

economic l i m i t . And the w e l l was then plugged and 

abandoned i n the mid-'80s. We came back and d r i l l e d the 

Barbara Federal No. 9 i n the b e g i n n i n g of 1990. And from 

the i n i t i a l r e s u l t s the w e l l appears t o be as good or 

b e t t e r from p r o d u c t i o n p o i n t of view as the o r i g i n a l w e l l . 

Q. Let's look a t the o r i g i n a l w e l l now. When we 

look a t time scale on the bottom, the h o r i z o n t a l s c a l e , on 

the bottom of the d i s p l a y --

A. Yes. 

Q. — by mid-'81 you have plugged the Barbara 

Federal 1 or someone has? 

A. The w e l l was shut i n i n 1981 and u l t i m a t e l y 

plugged i n 1985. 

Q. Was i t produced t o i t s economic l i m i t ? 

A. Yes, i t was, t o a r a t e of -- a p p r o x i m a t e l y 25 t o 

30 b a r r e l s a day. 

Q. A number above the i n i t i a l p o t e n t i a l you have a 

pressure number? 

A. Yes. 

Q. What's t h a t ? 

A. That's the i n i t i a l p r e s sure of the w e l l when i t 

was d r i l l e d i n the e a r l y '70s, and most of the w e l l s i n 

t h a t Barbara Federal area had i n i t i a l pressures of about 
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3,000 pounds. I a l s o l i s t i n i t i a l p r essure f o r the Barbara 

Federal No. 9, 20 years l a t e r , at about 1700 pounds. 

That's the second p a r t of my t e s t i m o n y . 

Q. Let me come back t o t h a t i n a minute. 

A. A l l r i g h t . 

Q. I f the Barbara Federal 1 i s e f f e c t i v e l y and 

e f f i c i e n t l y d e p l e t i n g the 160 acres d e d i c a t e d t o i t , --

A. Yes. 

Q. -- would you have expected t o see producing 

r a t e s i n the Barbara Federal 9 i n 1989 t h a t you saw? 

A. No, s i r , I would not have. 

Q. Why not? 

A. I f the w e l l e f f e c t i v e l y d e p l e t e d the p r o r a t i o n 

u n i t , you would expect a d e p l e t e d Barbara Federal No. 9 

w i t h v e r y l i t t l e c a p a c i t y a t t h a t l o c a t i o n . As you can see 

IP i s a c t u a l l y as good or b e t t e r than the o r i g i n a l IP. 

Q. Only 40 acres away? 

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

Q. What's the next p o i n t , the pressure? 

A. Yes. I f I c o u l d I d e f e r t h a t f o r j u s t a second? 

Q. Yes, s i r . We have looked a t the p r o d u c t i o n i n 

terms of r a t e . Now l e t ' s look a t the p r e s s u r e , and I t h i n k 

t h a t ' s on E x h i b i t 8. 

A. I t ' s another p r o d u c t i o n example and pressure 

t h e r e t o o . 
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Q. Draw the r e l a t i o n f o r us on pressure now? 

A. Once again -- t h i s i s the next p r o r a t i o n u n i t to 

the south of the one we j u s t looked a t . Once again you see 

t h a t -- the p r o d u c t i o n h i s t o r y of the Barbara Federal No. 6 

on the l e f t d r i l l e d i n '76, produced u n t i l 1987 and plugged 

a t t h a t p o i n t . 

Q. We're s t i l l i n S e c t i o n 18? 

A. That's c o r r e c t , southeast q u a r t e r . 

Q. Southeast q u a r t e r of the No. 6 i s i n the 

nort h w e s t of the southeast? 

A. Yes. 

Q. The comparison then i s w i t h the 40-acre d i a g o n a l 

o f f s e t , Barbara Federal No. 8? 

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

Q. T e l l us what i t shows. 

A. Once a g a i n , the Barbara Federal No. 6 s t a r t e d a t 

a ver y r e s p e c t a b l e r a t e and produced a p p a r e n t l y through 

s o l u t i o n - g a s d r i v e , through a 11-year p e r i o d and was 

produced i n an economic l i m i t again of about 30 b a r r e l s a 

day. I t was plugged i n 1988. We came back i n and d r i l l e d 

a Barbara Federal No. 8 on the same acreage, and had -- as 

you can see from the performance curve, a performance t h a t 

i s almost i d e n t i c a l t o the o r i g i n a l . The IPs are roughl y 

the same, a l i t t l e b i t s m a l l e r i n the Barbara Federal 8 but 

c e r t a i n l y v e r y r e s p e c t a b l e performance t o d a t e . T h i s , 
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a g a i n , i s good evidence t h a t i n c r e a s e d w e l l d e n s i t y i s 

a p p r o p r i a t e j u s t from a p r o d u c t i o n h i s t o r y p o i n t of view. 

Q. Apart from the p r o d u c t i o n h i s t o r y , can you make 

the comparison f o r us on pressure? 

A. Yes. As you can see the i n i t i a l pressure on the 

Barbara Federal No. 6 was recorded a t about 2200 pounds, 

2300. The w e l l w i t h i n the f i r s t t h r e e years had d e c l i n e d 

to about 1128 pounds, about h a l f the o r i g i n a l p r e s s u r e , 

which i s i n d i c a t i v e of s o l u t i o n - g a s d r i v e . And the 

pressure was not measured a t abandonment, but one had t o 

e s t i m a t e , I would e s t i m a t e i t would be no h i g h e r than 500 

pounds. 

Then the Barbara Federal No. 8 was d r i l l e d 

s u b s e quently, almost 20 years l a t e r , and we had an i n i t i a l 

p r e ssure of w i t h i n 600 pounds of the o r i g i n a l d i s c o v e r y 

pressure of the No. 6. So I t h i n k t h i s k i n d of leads i n t o 

the idea t h a t pressure h i s t o r y a l s o j u s t i f i e s i n c r e a s e d 

w e l l d r i l l i n g . 

Q. Have you surveyed the a v a i l a b l e bottomhole 

pressure i n f o r m a t i o n w i t h i n the Barbara Federal area? 

A. Yes, s i r . 

Q. Let's t u r n t o t h a t d i s p l a y . I t ' s E x h i b i t No. 9. 

Do you have t h a t ? 

A . Ye s . 

Q. Again, the same c o l o r code, the o r i g i n a l w e l l s 
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are i n b l a c k , the i n f i l l w e l l s are i n red? 

A. Yes . 

Q. You have t a b u l a t e d the bottomhole pressure f o r 

each? 

A. Yes . 

Q. What i s the co n c l u s i o n ? 

A. The c o n c l u s i o n i s t h a t the o r i g i n a l w e l l s had 

d i s c o v e r y pressures of around 3000 pounds. They pressured 

d e p l e t e d t h r o u g h t h e i r performance h i s t o r y . They were 

plugged i n the mid-'80s. New w e l l s have subsequently been 

d r i l l e d on the same 160-acre p r o r a t i o n u n i t s , and pressures 

much h i g h e r than one would have expected have been 

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

not e f f e c t i v e l y pressure d e p l e t e the 160-acre p r o r a t i o n 

can do some basic v o l u m e t r i c c a l c u l a t i o n s , d i d you go back 

and analyze what would have been the i n f o r m a t i o n a v a i l a b l e 

t o Roger Hanks and t o people i n the '70s when t h e y ' r e 

t r y i n g t o set a spacing and determine what t h i s r e s e r v o i r 

w i l l do w i t h w e l l d e n s i t y . Have you done t h a t ? 

A. Yes, s i r . 

Q. Let's t u r n to E x h i b i t No. 10, and have you 

d e s c r i b e f o r us hat you have done here. 

A. I took the o r i g i n a l 1976 poo l r u l e assumption of 

u n i t s . 

Q. I n t r y i n g t o d e s c r i b e the r e s e r v o i r so t h a t you 
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160-acre drainage r a d i u s e s . I p l o t t e d i t over again the 

o r i g i n a l w e l l s i n b l a c k , and the o r i g i n a l -- and the new 

w e l l s i n r e d , of course, are also f e a t u r e d on t h i s map. I 

sim p l y want t o demonstrate two t h i n g s from t h i s p l o t . Once 

aga i n , these drainage r a d i u s e s , of course, are i n green. 

F i r s t t h a t the o r i g i n a l w e l l s would have to had 

severe i n t e r f e r e n c e w i t h each o t h e r t o have 160-acre 

drainage r a d i u s e s , and we know t h i s i s n ' t the case from the 

very good cums we have seen of the o r i g i n a l w e l l s , 2 to 

300,000 b a r r e l s of o i l . And second, these new w e l l s t h a t 

we i n f i l l e d d r i l l e d w i t h , some on as cl o s e as 40-acre 

spacing, would have been d e p l e t e d when we d r i l l e d them; 

and, of course, we know t h a t not t o be the case. 

So i t ' s j u s t a d e m o n s t r a t i o n t h a t the o r i g i n a l 

160-acre drainage p a t t e r n seemed t o have been p h y s i c a l l y 

i m p o s s i b l e w i t h the r e s u l t s t h a t we have seen. 

Q. Did you e x p l o r e whether or not Hanks and ot h e r s 

when o r i g i n a l l y c o m p l e t i n g these w e l l s may have simply 

missed p e r f o r a t i n g the c o r r e l a t i v e i n t e r v a l t h a t you're 

f i n d i n g i n the i n f i l l l o c a t i o n , and because of inadequate 

methods of co m p l e t i o n u t i l i z e d a t t h a t time t h e i r we 11 bores 

could have i n e f f e c t d r a i n e d wider areas had they done a 

b e t t e r job? 

A. Yes, I have examined t h a t . 

Q. What d i d you f i n d ? 
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A. I found t h a t the o r i g i n a l w e l l s p r o b a b l y d r a i n e d 

a much t h i c k e r pay i n t e r v a l than what was o r i g i n a l l y 

assumed, u s i n g the a v a i l a b l e t e c hnology a t the t i m e , and 

t h a t the p o r o s i t i e s were much hi g h e r than what was 

o r i g i n a l l y assumed u s i n g the l o g g i n g techniques a v a i l a b l e 

at the t i m e . So I t h i n k the o r i g i n a l w e l l s d i d d r a i n a 

s m a l l e r drainage r a d i u s than i s i n d i c a t e d by t h i s , and I 

would l i k e t o show t h a t t e c hnology change. 

Q. As we move from the o r i g i n a l t o an i n f i l l 

40-acre o f f s e t t h e n , you're not seeing new zones, i f you 

w i l l , i n the i n f i l l w e l l ? 

A. No. We would l i k e to show --

Q. E x h i b i t No. 11? 

A. Yes. 

Q. Do you have E x h i b i t No. 11? 

A . Ye s . 

Q. Let's have you draw a comparison between the 

Barbara Federal 1 and the No. 9, so we can see the 

c o r r e l a t i v e i n t e r v a l i n v o l v e d . 

A. Okay. This i s a cross s e c t i o n of the Cisco 

Penn. On the l e f t -- once again we're up i n the Barbara 

Federal 1 and Barbara Federal 9 area, i n the n o r t h e a s t 

q u a r t e r of S e c t i o n 18. On the l e f t i t ' s the p o r o s i t y l o g 

from the Barbara Federal No. 1, and the on the r i g h t i s the 

p o r o s i t y l o g from the Barbara Federal 9. 
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I n c l u d e d i n these p o r o s i t y logs on the depth 

t r a c k i s the completion i n f o r m a t i o n ; o r , i n oth e r words, 

the p e r f o r a t e d i n t e r v a l s of both w e l l s . The f i r s t 

c o n c l u s i o n you can make i s t h a t e q u i v a l e n t zones were 

p e r f o r a t e d . As you can see i n the 9 t h e r e was l e s s 

d o l o m i t e l e f t f o r p e r f o r a t i o n . 

The second c o n c l u s i o n you can draw from t h i s i s 

t h a t u s i n g the technology of a v a i l a b l e t i m e , i n o t h e r words 

these p o r o s i t y l o g s , the p o r o s i t y peaks were p e r f o r a t e d by 

Roger Hanks o r i g i n a l l y , and t h a t was co n s i d e r e d h i s net 

pay. I f you w i l l look a t the bottom of both l o g s , i t shows 

the number of h o l e s . 

B a s i c a l l y Roger Hanks would have c a l c u l a t e d 

about 5 0 - f o o t net pay t h i c k n e s s i n t h i s w e l l , and from 

e x a m i n a t i o n of the p o r o s i t y v a l u e s , about a 6 percent 

average p o r o s i t y t h r o u g h o u t the d o l o m i t e . 

Q. I f you're u s i n g those values f o r your v o l u m e t r i c 

c a l c u l a t i o n , t h a t would g i v e you the h y p o t h e t i c a l drainage 

r a d i u s of how many acres? 

A. I t would match ve r y w e l l w i t h a 160-acre 

drainage p a t t e r n i f t h i s c a l c u l a t i o n was made i n 1976 w i t h 

the a v a i l a b l e t e c h n o l o g y . 

Q. But you know by your own experience t h a t t h a t i s 

not a c o r r e c t assumption of drainage areas? 

A. That's c o r r e c t . 
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Q. So t h e r e i s something i n t h a t c a l c u l a t i o n t h a t 

i s not c o r r e c t ? 

A. That's r i g h t . 

Q. And you examined p o r o s i t y ? 

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

Q. How d i d you do t h a t ? 

A. Can I say one t h i n g b e f o r e we go t o the next 

e x h i b i t ? 

Q. Yes. 

A. I j u s t want you t o note t h a t on the Barbara 

Federal No. 9 t o the r i g h t t h a t you're l o o k i n g a t a 

p e r f o r a t e d i n t e r v a l t h a t i s b l a n k e t p e r f o r a t e d , j u s t shot 

c o n t i n u o u s l y t h r o u g h o u t e n t i r e d o l o m i t e . So I t h i n k we're 

working towards the p o i n t t h a t our concept of pay t h i c k n e s s 

a c t u a l l y i s g r e a t e r now than what i t was o r i g i n a l l y . 

Q. Turn t o E x h i b i t No. 12 f o r us now, 

Mr. F i n d l a y . Recognizing t h a t v o l u m e t r i c c a l c u l a t i o n s 

u s i n g Mr. Hanks' parameters i s not going t o match your 

f i e l d d a t a , you needed t o do something, and one of the 

t h i n g s t o do i s examine p o r o s i t y ; i s t h a t r i g h t ? 

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

Q. How d i d you go about doing t h a t ? 

A. We used some new t e c h n o l o g y a t Dagger Draw 

c a l l e d an imaging l o g . And t h i s i s an example of an 

imaging l o g i n the Barbara Federal No. 8 i n the southeast 
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q u a r t e r of S e c t i o n 18. 

Q. Let's draw a quick comparison, a c o n v e n t i o n a l 

t o o l , the stan d a r d t o o l , r e p r e s e n t s how many degrees w i t h i n 

the w e l l b o r e ? 

A. A c o n v e n t i o n a l t o o l , p o r o s i t y t o o l , t h a t runs 

through a w e l l b o r e i n v e s t i g a t e s a r a d i u s of 15 t o 30 

degrees as i t t r a v e l s up the w e l l b o r e . T h e r e f o r e , i t j u s t 

samples a sma l l s e c t i o n of the bore hole w a l l as i t t r a v e l s 

up the w e l l b o r e . This p a r t i c u l a r l o g examines a 360-degree 

r a d i u s . I n ot h e r words, the f u l l spectrum of the w e l l b o r e 

as i t t r a v e l s up the h o l e . 

Q. The r e p r e s e n t a t i o n then i s t o take the c i r c l e 

and f l a t t e n i t out on the d i s p l a y ? 

A. That i s c o r r e c t . This i s b a s i c a l l y an a c o u s t i c 

image of the d o l o m i t e as you t r a v e l up through the 

w e l l b o r e . On the l e f t s ide i s a p o r o s i t y t r a c k -- I'm 

s o r r y i s a depth t r a c k . I n the middle and r i g h t sides are 

images of the a c t u a l w e l l b o r e . Once a g a i n , a 360-degree 

image t h a t i s a c t u a l l y peeled o u t , i f you w i l l , and l a i d 

f l a t so you can examine t h i s i n two dimensions. 

Q. Does the a c o u s t i c imaging l o g g i v e you a compass 

o r i e n t a t i o n so you know what the d i r e c t i o n you're l o o k i n g 

at when you analyze the log? 

A. Yes, i t i s o r i e n t e d t o n o r t h , w i t h zero degrees 

being on l e f t and 360 degrees again being on the r i g h t , so 
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i t makes the f u l l c i r c l e of a compass. 

Q. When we're l o o k i n g at the l e f t p o r t i o n of the 

r e p r e s e n t a t i o n and the r i g h t , what's the d i f f e r e n c e ? 

A. The l e f t t r a c k r e p r e s e n t s the amp l i t u d e of the 

sound wave t h a t i s used t o generate t h i s l o g . I n other 

words, the s t r e n g t h of the sound wave coming back. The 

r i g h t t r a c k i s the t r a v e l time of t h a t sound wave used t o 

generate t h i s p i c t u r e , and i t ' s a f u n c t i o n of how f a r the 

sound wave has t o t r a v e l , and then r e f l e c t and bounce back. 

I n simple terms the middle image r e p r e s e n t e d on t h i s l o g i s 

a p i c t u r e of the f o r m a t i o n . The dark spots appearing on 

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

rock type than the s u r r o u n d i n g m a t r i x . 

To v e r i f y depth or more p o r o s i t y , which i s what 

we're l o o k i n g f o r , you look on the r i g h t t r a c k t o the 

t r a v e l t i m e , and i f you see the same dark image appearing 

t h e r e , t h a t i n d i c a t e s a lo n g e r t r a v e l t i m e ; o r , i n other 

words, p o r o s i t y i n the f o r m a t i o n . 

Q. Based upon your study, what i n your o p i n i o n i s 

an a c c u r a t e p o r o s i t y value t o use i n the v o l u m e t r i c 

c a l c u l a t i o n s ? 

A. Our g e o l o g i s t s have examined t h i s imaging l o g 

and they e s t i m a t e from a v i s u a l image t h a t t h e r e i s an 

a d d i t i o n a l 6 pe r c e n t secondary p o r o s i t y . I n o t h e r words, 

these holes appearing i n the imaging l o g , i n a d d i t i o n to 
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what those t r a d i t i o n a l logs read. 

Q. Do you use t h i s procedure t o give you a more 

accur a t e i n d i c a t i o n of the h e i g h t component t o use i n the 

v o l u m e t r i c c a l c u l a t i o n ? 

A. That's c o r r e c t . This l o g showed us two t h i n g s . 

F i r s t of a l l , i t showed us p o r o s i t y , which i s ver y 

remarkable i n t h i s s e c t i o n of the l o g because i t showed a 

zero p e r c e n t d e n s i t y - n e u t r o n p o r o s i t y w i t h standard t o o l s . 

So i t showed us an i n c r e a s e d p o r o s i t y . Now our p o r o s i t y 

e s t i m a t e s have gone from 6 percent t o 12 p e r c e n t . I t als o 

showed us i n areas a d j a c e n t h i g h p o r o s i t y readings t h a t we 

have a t h i c k e r pay i n t e r v a l . I n oth e r words, t h e r e i s 

d o l o m i t e c o n t r i b u t i n g t o these u l t i m a t e reserves than what 

was o r i g i n a l l y thought by Roger Hanks. 

Q. Let's t u r n t o E x h i b i t No. 13 now, Mr. F i n d l a y . 

I f we're d e a l i n g w i t h the Barbara Federal No. 1 w e l l , we 

know t h a t w e l l was produced t o abandonment and you know 

what the r e p o r t e d d e f i n i t i v e o i l p r o d u c t i o n i s ; i s t h a t 

r i g h t ? 

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

Q. What number d i d he have? 

A. 272,000 b a r r e l s of o i l . 

Q. I f you're u s i n g Mr. Hanks' i n f o r m a t i o n back i n 

'76 and p l u g g i n g i n h i s parameters t o the c o n v e n t i o n a l 

v o l u m e t r i c c a l c u l a t i o n , what would be the reserve number 
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you would get u s i n g h i s values f o r t h i s w e l l ? 

A. I n a n u t s h e l l 270,000 b a r r e l s of o i l , which i s a 

very good match w i t h the a c t u a l cum of t h i s w e l l . 

Q. His assumption then i s 50 f e e t of h e i g h t , 6 

pe r c e n t p o r o s i t y and 160-acre drainage? 

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

Q. And he matches p r e t t y c l o s e t o the cum of the 

w e l l ? 

A. That's c o r r e c t . This was the best a v a i l a b l e 

t e c h n o l o g y he had a t the t i m e . He saw l i m i t e d p o r o s i t y of 

6 p e r c e n t . He was p e r f i n g p o r o s i t y peaks, c o u n t i n g t h a t as 

pay, so he had a 50 - f o o t drainage t h i c k n e s s . T h e r e f o r e 160 

acres would have been a p p r o p r i a t e c a l c u l a t i o n u s i n g t h a t 

t e c h n o l o g y . 

Q. You found t h a t ' s not c o r r e c t because of the 

pressure i n f o r m a t i o n and because of the i n f i l l d r i l l i n g has 

produced reserves t h a t w e l l should have produced? 

A. That's r i g h t . That's what we found from t h i s . 

There was something i n c o r r e c t i n t h i s v o l u m e t r i c e q u a t i o n , 

and the two parameters t h a t we i n v e s t i g a t e d v e r y c a r e f u l l y 

were the p o r o s i t y v a l u a t i o n and the pay t h i c k n e s s . 

Q. Having made those a d j u s t m e n t s , u s i n g 12 percent 

p o r o s i t y and 75 f e e t of t h i c k n e s s f o r t h i s w e l l , what d i d 

you c a l c u l a t e t o be the approximate drainage area? 

A. Conservative e s t i m a t e u s i n g our parameters we 
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have a v a i l a b l e f o r us w i t h the l a t e r t e c h n o l o g y i s 60 

acres. I f you a c t u a l l y back out the cum of t h a t Barbara 

Federal No. 1, i t ' s c a l c u l a t e d somewhat s m a l l e r a t 52 

acres. However, we have used 60 acres as a c o n s e r v a t i v e 

e s t i m a t e . 

Q. I s t h a t v o l u m e t r i c c a l c u l a t i o n based on known 

data t h a t has been produced from t h a t reserve f o r the l a s t 

20 years? 

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

Q. I f you can make t h a t a d j u s t m e n t , what are the 

drainage radiuses? 

A. This again i s j u s t a p l o t of the drainage 

r a d i u s e s i n the Barbara Federal area and the o r i g i n a l w e l l s 

t h a t cumed t o 2, 300 MBO. 

Q. You're l o o k i n g a t E x h i b i t 14? 

A. That's c o r r e c t . And t h i s makes a l o t of sense 

from a drainage p o i n t of view. I t a l l o w s f o r some minor 

i n t e r f e r e n c e between the o r i g i n a l w e l l s , y e t the p r o l i f i c 

cums which we experienced i n the o r i g i n a l w e l l s , i t a l l o w s 

f o r performance of the new w e l l s t o be as h i g h as the 

o r i g i n a l w e l l s , which i s a l s o what we're seeing. This i s a 

v i s u a l r e p r e s e n t a t i o n t h a t shows t h a t t h i s makes a l o t more 

e n g i n e e r i n g sense than what was o r i g i n a l l y thought t o be 

the case i n 1976. 

Q. Let's leave the Barbara Federal area and d i r e c t 
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your a t t e n t i o n t o one of the ot h e r areas. You had t h a t 

P a r i s h IV area? 

A. Yes, t h a t was i n the cen t e r on your l o c a t i o n map 

t h a t we looked a t o r i g i n a l l y . The P a r i s h IV Com 3. 

Q. E x h i b i t No. 15 i s a p o r t i o n of the l o g f o r t h a t 

w e l l ? 

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

Q. Let's take t h a t as an example t h e n , and have 

you, f i r s t of a l l , i d e n t i f y E x h i b i t No. 15? 

A. This i s a p o r o s i t y l o g f o r the P a r i s h IV Com 

No. 3. I n the depth t r a c k i n the middle of the l o g are two 

co m p l e t i o n a t t e m p t s . The f i r s t c o m p l e t i o n t h a t i s on the 

l e f t where you see i n d i v i d u a l p e r f o r a t i o n s marked, and the 

second c o m p l e t i o n i s on the r i g h t w i t h more of a b l a n k e t 

p e r f o r a t i n g t e c h n i q u e . 

Q. We're l o o k i n g a t the f i r s t c o m p l e t i o n attempt? 

A. Yes. 

Q. The f i r s t p e r f o r a t i o n s you've got 34 holes? 

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

Q. Was the com p l e t i o n attempt i n a e f f o r t t o peg 

p e r f o r a t i o n s on those p o r o s i t y peaks t h a t they saw on the 

l o g t h a t exceeded the 6 percent? 

A. This p a r t i c u l a r l o g was a unique example of a 

Dagger Draw w e l l . This w e l l , i f you look a t the p o r o s i t y 

scale a c t u a l l y c r o s s - p l o t t e d to e s s e n t i a l l y zero percent 
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p o r o s i t y t h r o u g h o u t the d o l o m i t e s e c t i o n . However i t had 

very good s t r u c t u r e i n Dagger Draw and i t also had very 

good mudlog sheets. 

Q. I misunderstood. When we look a t the p o r o s i t y 

values on the l o g , you wouldn't see w i t h i n t h i s s e c t i o n any 

p o r o s i t y value a t 6 percent? 

A. No, s i r . 

Q. You get zero? 

A. E s s e n t i a l l y the e n t i r e d o l o m i t e c r o s s - p l o t s t o 

zero. 

Q. But then the op e r a t o r goes back and he 

s e l e c t i v e l y p e r f o r a t e s what? 

A. Yates d i d n ' t have the b e n e f i t of an imaging l o g 

on t h i s w e l l , and they completed i t by s h o o t i n g the 

p o r o s i t y peaks on t h i s w e l l , and t r e a t e d i t w i t h a 

t r a d i t i o n a l volume of a c i d , about 1500 g a l l o n s , and on t h i s 

w e l l i t swabbed d r y . Subsequently Conoco w i t h i t s 

i n f o r m a t i o n t h a t they had seen i n the Barbara Federal area 

on imaging l o g s , we had a s t r o n g s u s p i c i o n t h a t those 

o r i g i n a l p o r o s i t y t o o l s were m i s s i n g some of the these bugs 

t h a t we saw on t h a t imaging l o g . 

T h e r e f o r e , we recommended a s u b s t a n t i a l i n c r e ase 

i n p e r f o r a t i o n s , as you can see we recommended 284 holes i n 

s e v e r a l s e t s of p e r f o r a t i o n s , and a l a r g e a c i d j o b t o t r y 

to connect these bugs and secondary p o r o s i t y f e a t u r e s . And 
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the w e l l came i n a t about 410 b a r r e l s a day f l o w i n g . I t 

IP'd a couple of weeks l a t e r a t 259 b a r r e l s of o i l per Hay. 

So t h i s i s j u s t a good d e m o n s t r a t i o n t h a t our 

new u n d e r s t a n d i n g of the r e s e r v o i r i s t h a t we have g r e a t e r 

pay t h i c k n e s s e s and h i g h e r p o r o s i t y than the o r i g i n a l t o o l s 

i n d i c a t e d when these pool r u l e s were s e t i n 1976. 

Q. Whether or not i t ' s Yates, or Hanks or Conoco, 

i f you're u s i n g the o l d t o o l r u l e s , you would end up w i t h 

what might be a d r y hole t h a t i n f a c t i s a p r e t t y good 

produce r? 

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

Q. Let's t u r n t o E x h i b i t 16 and would you i d e n t i f y 

t h a t one f o r us. 

A. There are two examples I have l e f t t o speak t o , 

and t h i s i s i n the Dagger Draw 1 and 9 area. On your 

o r i g i n a l l o c a t i o n map i t was i n the ce n t e r of the map. The 

Dagger Draw -- t h i s i s an o i l p r o d u c t i o n curve f o r the 

Dagger Draw No. 1. I t spans a p e r i o d of about 20 years. 

This i s j u s t o i l r a t e per day. This i s the o l d e s t producer 

i n the Dagger Draw f i e l d . 

Q. When was i t completed? 

A. i n 1971. 

Q. That's the one w i t h the red arrow on i t i n the 

northwest of the northwest of 30? 

A. Ye s, s i r . 
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Q. Then the south 40-acre o f f s e t s the number 9? 

A. Yes, s i r . That's a new Dagger Draw No. 9 t h a t 

has j u s t been d r i l l e d and completed i n November of t h i s 

year. 

Q. What was i t s p o t e n t i a l ? 

A. This -- the Dagger Draw No. 9 i s -- came on at 

690 b a r r e l s of o i l f l o w i n g . I f I can go back t o the 1 f o r 

a second. 

Q. Yes. 

A. This i s the p r o d u c t i o n curve on a w e l l t h a t i s 

pr o d u c i n g about 125 b a r r e l s a day. I would j u s t l i k e t o 

set you a t ease on the shape of t h i s curve. I t ' s more of 

an i n c l i n e than d e c l i n e . That's m o s t l y due t o b e t t e r 

p r o d u c i n g t e c h n i q u e s . We've put i n a high-volume e l e c t r i c 

submersible pump i n 1983. However, i f you see the cums 

from t h i s w e l l , t h i s w e l l has produced over 300,000 b a r r e l s 

of o i l , 3 m i l l i o n b a r r e l s of water and over a BCF of gas. 

I f t h e r e i s any 160-acre p r o r a t i o n u n i t i n Dagger Draw t h a t 

should be d r a i n e d by now, i t ' s t h i s one, because t h i s i s 

the o l d e s t p r o d u c i n g w e l l and i t ' s made a l o t of f l u i d . 

We d r i l l e d e s s e n t i a l l y on 40-acre spacing 

another w e l l , the Barbara Federal No. 9, which shares t h i s 

p r o r a t i o n u n i t and we encountered 690 b a r r e l s of o i l per 

day. So j u s t from p r o d u c t i o n h i s t o r y , you can see t h e r e i s 

a s i g n i f i c a n t a d d i t i o n a l reserves on these 160s. 
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The i n i t i a l pressure on the Dagger Draw No 1 was 

about 3,000 pounds and we measured about 1900 pounds on 

t h i s Dagger No. 9. So you would have not expected t h a t 

type of pressure t o be i n place i f t h a t o r i g i n a l w e l l was 

pressured t o d e p l e t i n g a 160-acre p r o r a t i o n u n i t . 

Also i t shows the p o t e n t i a l of the a d d i t i o n a l 

w e l l s i n Dagger Draw. From a d r i l l i n g p o t e n t i a l t h i s 

Dagger Draw No. 9 r e q u i r e s t h a t we shut i n t h i s p r o r a t i o n 

u n i t always by the mid-month p o i n t i n the two months i t ' s 

been p r o d u c i n g so f a r . 

Q. The new w e l l , the replacement w e l l , has, i n your 

o p i n i o n , s u b s t a n t i a l c a p a c i t y t o c o n t i n u e t o produce i n 

excess of the c u r r e n t 350 a day? 

A. That's c o r r e c t . I t h i n k i t has at l e a s t f o r the 

r e s t of the year the c a p a c i t y t o produce p o s s i b l y over 500 

b a r r e l s a day. That combined w i t h the one would put t h a t 

p r o r a t i o n u n i t v e r y close t o 700 b a r r e l s a day. 

Q. I n summary, Mr. F i n d l a y , do you see any 

p o t e n t i a l v i o l a t i o n or impairment of c o r r e l a t i v e r i g h t s by 

s t e p p i n g up the c e i l i n g on the o i l a l l o w a b l e t o 700 a day? 

A. No, s i r , I don' t . 

Q. Are you going t o s i g n i f i c a n t l y d i s r u p t drainage 

p a t t e r n s t h a t are o c c u r r i n g i n the pool by i n c r e a s i n g the 

r a t e a t which these w e l l s can produce? 

A. No, s i r , not i n my o p i n i o n . 
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Q. Do you see the o p p o r t u n i t y f o r o f f s e t t i n g 

spacing u n i t s t o get o i l from o t h e r i n t e r e s t owners t h a t 

they would not o t h e r w i s e be e n t i t l e d to? 

A. No, I t h i n k we have e s t a b l i s h e d t h a t we're 

seeing drainage r a d i u s e s t h a t are much s m a l l e r than was 

o r i g i n a l l y t h o u g h t , and t h a t the o f f s e t drainage i s not a 

worry g i v e n the c u r r e n t pool r u l e s . 

Q. Would the increase i n the o i l a l l o w a b l e as 

proposed a l l o w Conoco and ot h e r o p e r a t o r s the o p p o r t u n i t y 

t o more e f f e c t i v e l y and e f f i c i e n t l y produce the pool? 

A. Yes, I b e l i e v e i t w i l l . 

Q. I n your o p i n i o n w i l l i t r e s u l t i n the recovery 

of more hydrocarbons from the r e s e r v o i r s than might 

o t h e r w i s e be recovered? 

A. Yes, s i r , I do. 

MR. KELLAHIN: That completes my exa m i n a t i o n of 

Mr. F i n d l a y ; We would move the i n t r o d u c t i o n of h i s 

E x h i b i t s 3 th r o u g h 16. 

EXAMINER STOGNER: Are t h e r e any o b j e c t i o n s ? 

MR. CARROLL: None. 

EXAMINER STOGNER: E x h i b i t s 3 thro u g h 16 w i l l be 

ad m i t t e d i n t o evidence. 

(Conoco E x h i b i t s 3 thro u g h 16 

were a d m i t t e d i n evidence.) 

EXAMINER STOGNER: Let's take a 15-minute recess and 
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come back f o r c r o s s - e x a m i n a t i o n . 

MR. CARROLL: I w i l l have no q u e s t i o n s , Mr. Examiner. 

(At 1 p.m. a recess was taken.) 

EXAMINER STOGNER: This h e a r i n g w i l l come t o or d e r . 

Any c r o s s - e x a m i n a t i o n , Mr. C a r r o l l ? 

MR. CARROLL: None, Mr. Examiner. 

EXAMINER STOGNER: Miss Coogan. 

MS. COOGAN: No. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. F i n d l a y , i n l o o k i n g a t E x h i b i t s 3 and 4, how 

many of -- I'm somewhat confused. Of the w e l l s marked i n 

b l a c k , how many of these are P&A'd a t t h i s time? 

A. A l l of them, s i r . The s l a s h i n d i c a t e s the P&A 

symbol on these p a r t i c u l a r w e l l s , and these have a l l been 

produced t o an economic l i m i t . 

Q. Were they plugged and abandoned about the same 

time ? 

A. Most of them went through a P&A program i n about 

l a t e '85. They have been shut i n a t v a r i o u s t i m e s , and a l l 

P&A'd about l a t e '85. A l l of them b e f o r e t h i s new 

development took p l a c e . 

Q. Are t h e r e any plans on maybe r e e n t e r i n g some of 

these o l d w e l l s ? 

A. No, s i r . These o l d w e l l b o r e s are 
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f i v e - a n d - h a l f - i n c h casing and don't lend themselves very 

w e l l t o submersible pump p r o d u c t i o n . They wpre us°d i n 

t h a t area. However, we d r i l l e d seven-inch w e l l b o r e s which 

lends themselves b e t t e r t o submersible pump p r o d u c t i o n . 

Also i n the o r i g i n a l w e l l b o r e s , those were produced down t o 

economic l i m i t s , so I don't see a l o t of a d d i t i o n a l 

p o t e n t i a l i n those w e l l s . 

Q. I was t h i n k i n g -- you were t a l k i n g about your 

p e r f o r a t i o n scheme today changing from what i t was i n years 

p r e v i o u s . Could t h e r e p o s s i b l y be some -- what has Conoco 

done i n t h a t aspect of r e v i e w i n g these o l d w e l l b o r e s ? 

A. The -- we f e e l t h a t the p e r f o r a t i o n techniques 

p r o b a b l y lends i t s e l f t o a g r e a t e r b e n e f i t on up f r o n t 

i n i t i a l r a t e s , because i t opens access t o these a d d i t i o n a l 

pay t h i c k n e s s zones t h a t weren't open b e f o r e . However, on 

the u l t i m a t e cum we don't know how much a f f e c t i t would 

have on a w e l l b o r e i n the l o n g - t e r m . 

Q. Just some basic background t o help me put the 

p i c t u r e t o g e t h e r . 

A. Yes, s i r . 

Q. What type of a r e s e r v o i r are we t a l k i n g about 

here? What k i n d of d r i v e ? 

A. This i s a, i n our o p i n i o n , s o l u t i o n - g a s - d r i v e 

r e s e r v o i r w i t h a weak water i n f l u x ; and t h a t i s , of course, 

determined from p r o d u c t i o n h i s t o r y and pressure data. 
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Q. The GOR was r a i s e d from 2,000 to 1 t o 10,000 t o 

1 i n '77? I s t h a t c o r r e c t , by Order R-5565? 

A. I know i t was r a i s e d t o 10,000. I'm not sure 

what the o r i g i n a l pressure was, the o r i g i n a l GOR was. 

Q. What I am l e a d i n g up t o , l o o k i n g a t your 

r e s e r v o i r data on the w e l l s t h a t were completed p r i o r t o 

'77, d i d you n o t i c e any -- how t h a t order or the r a i s i n g of 

the g a s / o i l r a t i o had a f f e c t on any of these w e l l s ? 

A. No — t o answer your q u e s t i o n , no. I can t e l l 

you t h a t some of the pro d u c i n g GORs i n Dagger Draw are both 

2,000 on c u r r e n t w e l l s , i f t h a t ' s a h e l p . I've seen them 

as h i g h as, oh, say 5,000 i n North Dagger Draw. I've not 

seen a 10,000 GOR i n our area of o p e r a t i o n . 

Q. You t h i n k i t prudent t o , say, keep the 10,000 t o 

1 a t t h i s time? 

A. Yes, s i r , t h a t would c e r t a i n l y lend i t s e l f t o an 

ex t e n s i o n of these r u l e s i n the South Dagger Draw. They do 

see a l i t t l e b i t h i g h e r GOR down t h e r e . 

EXAMINER STOGNER: Are t h e r e any ot h e r q u e s t i o n s of 

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

MR. KELLAHIN: No, s i r . 

EXAMINER STOGNER: You may be excused, Mr. F i n d l a y . 

MR. KELLAHIN: I c a l l Jim B a l l a r d . 

JAMES H. BALLARD, 

the Witness h e r e i n , having been f i r s t d u l y sworn, was 

HUNNICUTT REPORTING 
(505) 982-9770 



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 

5JZ 

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. B a l l a r d , f o r the r e c o r d would you please 

s t a t e your name and occupation? 

A. My name i s James H. B a l l a r d and I'm a geoscience 

s u p e r v i s o r w i t h Conoco, I n c . 

Q. Mr. B a l l a r d , on p r i o r occasions have you 

t e s t i f i e d b e f o r e the d i v i s i o n ? 

A. No, I have n o t . 

Q. Summarize your e d u c a t i o n a l background f o r us? 

A. I r e c e i v e d a master's degree i n geology from the 

U n i v e r s i t y of Montana i n 1980 and have s i n c e t h a t time been 

c o n t i n u o u s l y employed by Conoco i n a v a r i e t y of geoscience 

pos i t i o n s . 

Q. Summarize f o r us your experience p a r t i c u l a r l y 

w i t h the Dagger Draw area, both the n o r t h area and the 

south area? 

A. Since l a t e 1988 I have been r e s p o n s i b l e f o r a l l 

of Conoco's g e o l o g i c work i n southeast New Mexico, d u r i n g 

which time I've always had a g e o l o g i s t assigned to North 

Dagger Draw doing continuous e v a l u a t i o n work, and t h a t has 

i n c l u d e d b o t h N o r t h and South Dagger Draw. 

Q. Have you 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 

reexamined the geology a v a i l a b l e t o you w i t h regards t o the 
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Upper Pennsylvanian f o r m a t i o n s t h a t are a l l o c a t e d t o the 

North Dagger Draw and the South Dagger Draw pools? 

A. Yes, s i r , I have reviewed a l l the r e l e v a n t 

geology. 

MR. KELLAHIN: We tender Mr. B a l l a r d as an expert 

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

EXAMINER STOGNER: Are t h e r e any o b j e c t i o n s ? 

MR. CARROLL: None. 

EXAMINER STOGNER: Mr. B a l l a r d i s so q u a l i f i e d . 

Q. (By Mr. K e l l a h i n ) The request by your company 

i s t o i n c r e a s e the o i l a l l o w a b l e i n the N o r t h Dagger Draw, 

i s i t not? 

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

Q. From your p e r s p e c t i v e as a g e o l o g i s t , what do 

you see g e o l o g i c a l l y t h a t c o n f i r m s the e n g i n e e r i n g 

c o n c l u s i o n s t h a t Mr. F i n d l a y was e x p r e s s i n g e a r l i e r ? 

A. What I would l i k e t o pre s e n t today, f a i r l y 

b r i e f l y and w i t h o n l y two e x h i b i t s , i s t h a t the f a c t t h a t 

the N o r t h Dagger Draw pool can be c h a r a c t e r i z e d as a Upper 

Pennsylvanian s t r a t i g r a p h i c r e s e r v o i r which i s --

Q. You need t o speak up j u s t a l i t t l e b i t , Jim. 

A. I'm s o r r y . Very s i m i l a r t o many o t h e r such 

pools i n southeast New Mexico, which are c h a r a c t e r i s t i c a l l y 

developed on l e s s than 160-acre spacing u n i t , so i t i s 

c o r r e l a t i v e i n f o r m a t i o n w i t h t h a t -- which i s being 

HUNNICUTT REPORTING 
(505) 982-9770 



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 

-

p r e s e n t e d . 

Q. Let's go to your s t r u c t u r e map and I t h i n k we 

put a d i s p l a y on the w a l l which might serve your purposes 

b e t t e r . Let me have you, Mr. B a l l a r d , go t o the s t r u c t u r e 

map t h a t ' s on w a l l here and you have t o speak l o u d l y so the 

c o u r t r e p o r t e r can hear you. 

Witho u t g i v i n g us a l l the w o n d e r f u l t h i n g s t h a t 

you have l e a r n e d , g i v e us the punch l i n e . 

A. C e r t a i n l y . This i s a combined s t r u c t u r e isopach 

map of the Cisco C zone, which i s what we des i g n a t e the 

main p r o d u c t i o n i n t e r v a l of the North Dagger Draw. I have 

shown f o r you here the s t r u c t u r a l c ontours i n b l u e , the 

isopach isthmus, t h a t p r o d u c i n g p a r t of the r e s e r v o i r , i n 

red. I've a l s o i n d i c a t e d those w e l l s which produce from 

the C zone of the Cisco r e s e r v o i r , and a l s o I have 

i n d i c a t e d the l i m i t s of the North and South Dagger Draw 

p o o l s . 

Q. Before we t a l k about t h a t one any more, i d e n t i f y 

the cross s e c t i o n . 

A. As you can see i n d i c a t e d on the s t r u c t u r e map I 

have shown an orange l i n e r u n n i n g through s e v e r a l of the 

w e l l s of the North Dagger Draw p o o l . We have t h e r e c r e a t e d 

a cross s e c t i o n which I show here as E x h i b i t No. 18. 

Q. T e l l us the s t r u c t u r a l o r i e n t a t i o n of the 

r e s e r v o i r as we move from the n o r t h end down t o the south 
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towards South Dagger Draw? 

A. W e l l , t h i s s t r u c t u r e map i l l u s t r a t e s , of course, 

t h a t N o r t h Dagger Draw and South Dagger Draw are 

s t r a t i g r a p h i c a c cumulations. The d i p on the f o r m a t i o n i s 

r e a l l y j u s t g e n t l y t o the e a s t , and what we have i s a 

p r o d u c t i v e f a i r w a y d e f i n e d by the presence of the d o l o m i t e , 

which i s s l i g h t l y lower t o the n o r t h and then r i s e s 

s t r u c t u r a l l y as you go p r o g r e s s i v e l y t o the south. The 

area i n the extreme n o r t h or nor t h w e s t i s , of course, water 

wet. You proceed through the o i l p r o d u c t i v e zones i n North 

Dagger and South Dagger Draw, then when you reach sub-C 

e l e v a t i o n a t a p p r o x i m a t e l y minus 4,000 f e e t , t h e r e i s a 

very broad and somewhat p o o r l y d e f i n e d gas t r a n s i t i o n zone, 

but which c u t s through these — which covers more and more 

of the poo l as we progress t o the n o r t h — excuse me -- I 

mean t o the south and get i n t o the I n d i a n Basin which i s 

a -- e x c l u s i v e l y a gas-producing area. 

Q. When you look a t the logs f o r the w e l l s i n the 

North Dagger Draw, can you map the c o r r e l a t i v e i n t e r v a l of 

pay from w e l l t o w e l l ? 

A. C e r t a i n l y . This cross s e c t i o n i l l u s t r a t e s t h a t . 

The Cisco C zone i s h i g h l i g h t e d i n b l u e . This cross 

s e c t i o n i n c l u d e s s e v e r a l of the p r o d u c t i v e w e l l s i n the 

North Dagger Draw p o o l , as w e l l as a couple of the 

no n p r o d u c t i v e on e i t h e r s i d e . The area h i g h l i g h t e d i n blue 
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i l l u s t r a t e s both the s t r u c t u r e and the t h i c k n e s s of the 

Cisco C zone, which was p r e v i o u s l y shown on the map. A 

couple of the w e l l s d i d not p e n e t r a t e the e n t i r e f o r m a t i o n . 

We have a l s o here i l l u s t r a t e d the c o m p l e t i o n zones i n these 

w e l l s when they were completed i n C zone. 

Q. From a g e o l o g i c p e r s p e c t i v e do you see a concern 

t h a t we need t o dea l w i t h regards t o the water i n f l u x i n t o 

the r e s e r v o i r ? 

A. W e l l , not r e a l l y . As Clyde p r e v i o u s l y mentioned 

t h e r e i s a f a i r amount of water i n the r e s e r v o i r , 

t h r o u g h o u t the r e s e r v o i r . i n the extreme n o r t h e r n end 

where the r e s e r v o i r i s e x c l u s i v e l y water wet we have not 

seen t h a t water m i g r a t e i n a s y s t e m a t i c f a s h i o n i n t o the 

prod u c i n g p a r t of the f i e l d . 

Q. Conversely, do you see the presence of gas w e l l s 

t h a t may g i v e us a problem f o r the management of the 

r e s e r v o i r i f we in c r e a s e the o i l a l l o w a b l e s t o 700 a day? 

A. I would say no c l e a r l y i n the case of the North 

Dagger Draw, and pr o b a b l y no i n the case of South Dagger 

Draw a l s o . As t h i s map shows and Clyde a l s o mentioned, the 

l a r g e r p o r t i o n of the southern pool i s t r a n s i t i o n a l to the 

gas p o r t i o n of the pro d u c i n g r e s e r v o i r . But I would say 

c l e a r l y no i n r e l a t i o n s h i p t o the N o r t h Dagger Draw p o o l . 

Q. From a g e o l o g i c p e r s p e c t i v e then can you draw 

the c o n c l u s i o n and recommendation t o the examiner t h a t you 
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see no reason f o r him not t o approve the in c r e a s e d o i l 

a l l o w a b l e ? 

A. I see no reason not t o . I n f a c t , the geology of 

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

s i m i l a r t o many o t h e r s i n southeast New Mexico. We have a 

Upper Pennsylvanian s t r a t i g r a p h i c r e s e r v o i r t h a t c o n s i s t s 

of p r e f e r e n t i a l l y d o l o m i t i z e d l i m e s t o n e . I t was d e p o s i t e d 

i n the sh a l l o w water carbonate b u i l d u p , which since has 

been s l i g h t l y i n c l i n e d , but o t h e r w i s e v e r y s i m i l a r to many 

o t h e r s . 

The n a t u r e of the r e s e r v o i r , t h i s d o l o m i t e 

r e s e r v o i r , i s i n d i c a t e d on the cross s e c t i o n . Contains 

f a i r l y low m a t r i x p o r o s i t i e s , as Clyde mentioned perhaps up 

t o 6 p e r c e n t , and al s o i n d i c a t e s a secondary p o r o s i t y , a 

s p i k i n g on these p o r o s i t y l o g s , which we now know because 

of the imaging l o g technology are a c t u a l l y l a r g e bugs or 

secondary p o r o s i t y ; not f r a c t u r e d p o r o s i t y or some of the 

oth e r i n t e r p r e t a t i o n s t h a t can be made of t h a t s p i k i n g 

s i g n a t u r e on the p o r o s i t y l o g s . 

This c o m b i n a t i o n of Vugular secondary p o r o s i t y 

i n l i m i t e d m a t r i x p o r o s i t i e s i s very s i m i l a r t o the Upper 

Pennsylvanian r e s e r v o i r s t h a t we see, and suggests t h a t 

t h i s pool p r o b a b l y should a l s o be developed as those 

r e s e r v o i r s commonly a r e , on a p r o r a t i o n u n i t s i g n i f i c a n t l y 

l e s s than 160 acr e s . 
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Q. Are you s a t i s f i e d as a g e o l o g i s t t h a t 

Mr. F i n d l a y can use a p o r o s i t y value i n h i s c a l c u l a t i o n of 

12 percent? 

A. Yes, as an average, I'm s a t i s f i e d w i t h t h a t 

v a l u e . I t ' s a ver y heterogeneous r e s e r v o i r . You have to 

t a l k about i t , of course, i n average values over l a r g e 

areas t o perform those r e s e r v o i r c a l c u l a t i o n s , and I t h i n k 

t h a t ' s about the best value t h a t can be determined. There 

w i l l be i s o l a t e d areas of the r e s e r v o i r where i t i s g r e a t e r 

and some where i t i s s m a l l e r . 

MR. KELLAHIN: That concludes my examin a t i o n of 

Mr. B a l l a r d . We move the i n t r o d u c t i o n of h i s E x h i b i t s 17 

and 18. 

EXAMINER STOGNER: Are t h e r e any o b j e c t i o n s ? 

MR. CARROLL: None. 

EXAMINER STOGNER: E x h i b i t s 17 and 18 w i l l be ad m i t t e d 

i n t o evidence. 

(Conoco E x h i b i t s 17 through 18 were 

a d m i t t e d i n evidence.) 

EXAMINER STOGNER: Mr. C a r r o l l , your w i t n e s s . 

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

EXAMINER STOGNER: Miss Coogan. 

MS. COOGAN: No q u e s t i o n s . 

EXAMINER STOGNER: I have no q u e s t i o n s of t h i s 

w i t n e s s . He may be excused. 
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MR. KELLAHIN: Mr. Examiner, next w i t n e s s i s L e s l i e 

H a l l , she i s a landman w i t h Conoco. She helped compile the 

l i s t f o r the n o t i f i c a t i o n and i n f a c t undertook the 

r e s p o n s i b i l i t y f o r a t t e m p t i n g t o n o t i f y a l l the a p p r o p r i a t e 

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

LESLIE HALL, 

the Witness h e r e i n , having been f i r s t d u l y sworn, was 

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Miss H a l l , f o r the r e c o r d , would you please 

s t a t e your name and occupation? 

A. My name i s L e s l i e H a l l . I'm a landman f o r 

Conoco, I n c . , t h e i r Midland d i v i s i o n o f f i c e . 

Q. On p r i o r occasions have you t e s t i f i e d b e f o r e the 

d i v i sion? 

A. I never have. 

Q. Summarize f o r us what you s p e c i f i c a l l y d i d w i t h 

regards t o t h i s a p p l i c a t i o n i n terms of f o r m i n g a r e l i a b l e 

b a s i s of i n f o r m a t i o n f o r p r o v i d i n g n o t i c e s ? 

A. I reviewed Conoco's scout books f o r the area. I 

used the Midland Map Company ownership map f o r west Eddy 

County, and in-house i n f o r m a t i o n as f a r as the p r o r a t i o n 

u n i t s t h a t Conoco operates t o come up w i t h a l i s t of names 

of w o r k i n g i n t e r e s t owners and o p e r a t o r s t o be n o t i f i e d of 
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Conoco's a p p l i c a t i o n f o r t h i s h e a r i n g . 

Q. What i s e i t h e r your e d u c a t i o n a l or employment 

experience and background as a pet r o l e u m landman? 

A. W e l l , my e d u c a t i o n a l e x p e r i e n c e , I have a 

bac h e l o r ' s and master's i n e x p e r i m e n t a l p s y c h o l o g i c a l from 

SMU. 

Q. That serves w e l l i n t h i s f i e l d . 

A. Serves me very w e l l . And immediately f l e d the 

f i e l d and had a good o p p o r t u n i t y i n Wyoming t o do some land 

work on a c o n t r a c t b a s i s , so f o r the l a s t — most of the 

l a s t 10 years I have done c o n t r a c t l a n d work i n the Rocky 

Mountain area. 

Q. Have you s a t i s f i e d y o u r s e l f t h a t you have, t o 

the best of your a b i l i t y , f o r m u l a t e d an accu r a t e and 

r e l i a b l e l i s t of the i n t e r e s t owners t o p r o v i d e n o t i c e to 

f o r t h i s hearing? 

A. Ye s, I have. 

Q. Let's take a moment and show the examiner what 

you prepared, d i r e c t i n g your a t t e n t i o n t o E x h i b i t No. 19. 

I s t h i s the e x h i b i t t o which you r e f e r ? 

A. Yes, s i r . 

Q. This r e p r e s e n t s your work or a t l e a s t work t h a t 

you s u p e r v i s e d o t h e r s t o perfo r m f o r you? 

A. 11 does . 

MR. KELLAHIN: At t h i s t i m e , Mr. Examiner, I tender 
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Miss H a l l as an e x p e r t petroleum landman. 

EXAMINER STOGNER: Are th e r e any o b j e c t i o n s . 

MR. CARROLL: None. 

EXAMINER STOGNER: Miss H a l l i s so q u a l i f i e d . 

Q. (By Mr. K e l l a h i n ) Demonstrate f o r us what 

you've done? 

A. This map shows the boundary of the North Dagger 

Draw-Upper Penn pool i n heavy d o t t e d b l a c k l i n e . W i t h i n 

the boundaries you can see the p r o r a t i o n u n i t s and the 

c o l o r - c o d i n g i n d i c a t e s who operates which p r o r a t i o n u n i t s . 

Outside of the boundary, you w i l l f i n d the names of the 

working i n t e r e s t owners of the acreage immediately 

s u r r o u n d i n g the boundary, which i n f o r m a t i o n was taken o f f 

the Midland Map Company lease ownership map. 

Q. From t h i s i n f o r m a t i o n have you a l s o t a b u l a t e d a 

l i s t of the names and addresses of these p a r t i c u l a r 

companies or i n d i v i d u a l s ? 

A. Yes, s i r . 

Q. I'm going t o s k i p E x h i b i t 20 f o r a moment, and 

ask you i f the l i s t you compiled i s re p r e s e n t e d on E x h i b i t 

21? 

A. Yes, s i r . I might a l s o add t h a t E x h i b i t 21 

c o n t a i n s names t h a t were a l s o gleaned from the scout books 

and from Conoco's in-house i n f o r m a t i o n on p r o r a t i o n u n i t s 

t h a t we op e r a t e . 
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Q. To the best of your a b i l i t y then have you 

compiled a l i s t f o r the North Dagger Draw pool t h a t 

r e p r e s e n t s the o p e r a t o r s w i t h i n the pool? 

A. Yes, s i r . 

Q. I f t h e r e was a p r o p e r t y t h a t d i d not have an 

o p e r a t o r , d i d you attempt t o f i n d e i t h e r the lessee or i n 

the absence of a l e s s e e , the unleased m i n e r a l owner? 

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

Q. I n a d d i t i o n , have you attempted t o t a b u l a t e the 

o f f s e t t i n g o p e r a t o r s t h a t are immediately a d j a c e n t t o the 

pool w i t h i n a h a l f - m i l e r a d i u s ? 

A. We have attempted t o i d e n t i f y the p o t e n t i a l 

o p e r a t o r s and the major working i n t e r e s t owners f o r the 

area f o r a m i l e s u r r o u n d i n g the boundary of the p o o l . 

Q. For a mile? 

A. Yes. 

Q. With t h a t n o t i c e -- t h a t l i s t i n hand d i d you 

p r o v i d e n o t i f i c a t i o n then t o a l l these p a r t i e s as best you 

could? 

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

Q. That's demonstrated on E x h i b i t No. 22? 

E x h i b i t 22 i s the r e t u r n r e c e i p t cards. 

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

Q. What i s E x h i b i t No. 20? Let's go back t o t h a t . 

A. 20 i s a n o t i f i c a t i o n t h a t we sent out t o 
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o p e r a t o r s and working i n t e r e s t owners t o be n o t i f y i n g them 

of Conoco's a p p l i c a t i o n to the NMOCD f o r t h i s h e a r i n g . 

Q. E x h i b i t 20 then r e p r e s e n t s the k i n d of 

i n f o r m a t i o n you sent to them? This i s your e f f o r t to t e l l 

them what you were doing? 

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

Q. Then f i n a l l y the package of documents t h a t ' s 

l a b e l e d E x h i b i t 23, what does t h a t r e p r e s e n t ? 

A. Along w i t h the n o t i f i c a t i o n t h a t we sent t o 

o p e r a t o r s and wor k i n g i n t e r e s t owners, we also a t t a c h e d a 

waiver t o o b j e c t i o n , and t h i s e x h i b i t i n c l u d e s the waivers 

t h a t were r e t u r n e d t o us. 

Q. D i v i s i o n r u l e s don't r e q u i r e c e r t i f i e d m a i l 

n o t i f i c a t i o n f o r purposes of t h i s h e a r i n g but you undertook 

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

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

MR. KELLAHIN: That concludes my examination of 

Miss H a l l . We move the i n t r o d u c t i o n of her E x h i b i t s 19 

through 23. 

EXAMINER STOGNER: Are t h e r e any o b j e c t i o n s ? 

MR. CARROLL: None. 

MS. COOGAN: No. 

EXAMINER STOGNER: E x h i b i t s 19 throu g h 23 are hereby 

a d m i t t e d i n t o evidence 
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(Conoco's E x h i b i t s 19 through 23 

were a d m i t t e d i n evidence.) 

EXAMINATION 

BY MR. STOVALL: 

Q. I n o t i c e on your l i s t , f r o n t page, t h i r d column, 

f i f t h one down on the r i g h t , the name W. J. LeMay, post 

o f f i c e box I r e c o g n i z e . I n o t i c e t h e r e i s a card i n here 

t h a t ' s been signed by Mr. LeMay. J u s t f o r the recor d we 

can say t h a t t h a t ' s p r o b a b l y the same W i l l i a m J. LeMay t h a t 

s i t s down the h a l l and signs these o r d e r s ; i s t h a t c o r r e c t ? 

A. We b e l i e v e i t i s . 

Q. You i n d i c a t e d t h a t t h a t these would be working 

i n t e r e s t or o p e r a t o r s ? 

A. Outside of the bound a r i e s , what t h i s map 

r e f l e c t s i s the ownership of the l e a s e h o l d acreage when i t 

was a v a i l a b l e taken from the Midland Map Company map. When 

t h a t was u n a v a i l a b l e , what they p r o v i d e on t h e i r map i s the 

owner of the m i n e r a l s i f i t ' s unleased. That's what's 

r e f l e c t e d o u t s i d e of the boundaries on t h i s e x h i b i t . 

Q. For the r e c o r d , l e t me s t a t e , I don't know where 

Mr. LeMay's i n t e r e s t i s d e r i v e d , and I know he has j u s t 

r e c e n t l y d i v e s t e d h i m s e l f of some. 

A. I can show you, i f you'd l i k e , where i t i s on 

the map. 

Q. I'm not t a l k i n g so much about who or where. 
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MR. STOVALL: I guess I would ask a l l counsel at t h i s 

p o i n t i f they have any o b j e c t i o n t o Mr. LeMay s i g n i n g an 

order t h a t w i l l come out of t h i s , i f they want t o waive any 

o b j e c t i o n or what? 

MR. KELLAHIN: Mr. Examiner, on the r e c o r d , on be h a l f 

of my c l i e n t we waive any o b j e c t i o n or appearance of 

c o n f l i c t w i t h Mr. LeMay p a r t i c i p a t i n g t h i s process. 

MR. CARROLL: Mr. Examiner, on b e h a l f of Yates 

Petroleum we would l i k e w i s e waive any o b j e c t i o n t o 

Mr. LeMay s i g n i n g the o r d e r . 

MS. COOGAN: Mr. Examiner, on b e h a l f of Nearburg 

Petroleum Company we would waive any o b j e c t i o n t o Mr. LeMay 

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

MR. STOVALL: That i s always a problem when you get 

somebody t h a t ' s been i n the business as the d i r e c t o r . I 

t h i n k t h a t ' s my o n l y q u e s t i o n . 

EXAMINER STOGNER: With t h a t I have no q u e s t i o n s . 

MR. KELLAHIN: That concludes our p r e s e n t a t i o n , 

Mr . Examine r . 

MR. STOVALL: Mr. C a r r o l l . 

MR. CARROLL: I would f i r s t c a l l Kathy P o r t e r . 

KATHY PORTER, 

the Witness h e r e i n , having been f i r s t d u l y sworn, was 

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

BY MR. CARROLL: 

Q. Would you please s t a t e your name and o c c u p a t i o n , 

by whom you are employed? 

A. My name i s Kathy P o r t e r . I'm employed by Yates 

Petroleum C o r p o r a t i o n as a landman. 

Q. Miss P o r t e r , you are the same Kathy P o r t e r t h a t 

t e s t i f i e d i n an e a r l i e r h e a r i n g a t which time you were 

accepted as an e x p e r t p e t r o l e u m landman; i s t h a t c o r r e c t ? 

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

MR. CARROLL: Mr. Examiner, I would tender Miss P o r t e r 

again f o r purposes of t h i s h e a r i n g as an e x p e r t i n the 

f i e l d of petroleum landman. 

EXAMINER STOGNER: Are t h e r e any o b j e c t i o n s . 

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

EXAMINER STOGNER: Miss P o r t e r i s s t i l l q u a l i f i e d . 

Q. (By Mr. C a r r o l l ) Miss P o r t e r , w i t h r e s p e c t t o 

our a p p l i c a t i o n which we have f i l e d w i t h respect to the 

South Dagger Draw p o o l , you have t e s t i f i e d a t the h e a r i n g 

t h a t was h e l d a couple of months ago i n case 10108; i s t h a t 

c o r r e c t ? 

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

Q. Since the time t h a t you t e s t i f i e d and today's 

d a t e , w i t h respect t o the ownership map and the diagram 

d e p i c t i n g the a c t u a l c o n f i g u r a t i o n of the South Dagger Draw 
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p o o l , has t h a t i n any way changed i n the l a s t couple of 

months ? 

A. The ownership map has not a c t u a l l y changed. The 

approved pool boundary has changed. I n E x h i b i t 1 t h a t ' s 

what we have g i v e n you, the red o u t l i n e does d e f i n e the 

exact p o o l boundaries as set out by the OCD. 

Q. You're r e f e r r i n g t o Yates Petroleum E x h i b i t 

No. 1 i n Case 10222? 

A. Yes. 

Q. And when d i d you l a s t check the OCD records w i t h 

r e s p e c t t o the present c o n f i g u r a t i o n of t h i s pool? 

A. This c u r r e n t p l a t was prepared l a s t F r i d a y from 

the A r t e s i a OCD rec o r d s . 

Q. Now, you've had an o p p o r t u n i t y t o look a t 

E x h i b i t 1 of -- Conoco's E x h i b i t 1 i n Case 10221; i s t h a t 

c o r r e c t ? 

A. Yes. 

Q. There was t e s t i m o n y t h a t the South Dagger Draw 

i s not -- the boundary of South Dagger Draw was 

a p p r o x i m a t e l y a m i l e t o the south. I n f a c t the South 

Dagger Draw now touches — because i t i n c l u d e s the south 

h a l f of S e c t i o n 11 i t a c t u a l l y touches the North Dagger 

Draw boundaries t h e r e which — what I am r e f e r r i n g to i s 

the n o r t h e a s t q u a r t e r of S e c t i o n 10 and the northwest 

q u a r t e r o f S e c t i o n 12? 
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A. That's c o r r e c t . 

Q. So these two pools are v e r y q u i c k l y approaching 

to having an a c t u a l common boundary? 

A. Yes. 

Q. On your E x h i b i t No. 1 t h a t you've prepared f o r 

today's h e a r i n g , t h e r e i s a l s o a blue o u t l i n e . Would you 

please e x p l a i n t o the examiner what t h a t blue o u t l i n e 

d e p i c t s and i t s purpose? 

A. The blue o u t l i n e on our E x h i b i t 1 i s the 

one-mile boundary around the South Dagger Draw p o o l . 

Q. What's the s i g n i f i c a n c e of t h a t one-mile 

boundary? 

A. This i s simply t o show t h a t t h i s i s where we 

ob t a i n e d our i n f o r m a t i o n t o n o t i f y a l l o p e r a t o r s and 

unleased m i n e r a l owners w i t h i n t h i s one-mile boundary. 

Q. With r e s p e c t t o the h e a r i n g t h a t we had e a r l i e r , 

10108, was t h e r e any change -- w h i l e the boundaries have 

grown s l i g h t l y s i n c e -- i n the l a s t couple of months, was 

t h e r e any change i n the persons t o whom n o t i c e had t o be 

given? 

A. Not t o my knowledge, no, s i r . 

Q. I n f a c t — and I w i l l show you w i l l what we have 

marked as E x h i b i t 2 -- t h i s i s an a f f i d a v i t t h a t i s 

p r e s e n t l y on f i l e i n case 10222, which i s a c e r t i f i c a t e 

t h a t we have mailed n o t i c e , r e t u r n r e c e i p t n o t i c e , to those 
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persons concerning today's hearing? 

A. R i g h t . 

I guess the l a s t q u e s t i o n I would ask w i t h 

r e spect t o any of the t e s t i m o n y t h a t you gave i n the 

e a r l i e r case, because we have asked t h a t i t a l s o be 

cons i d e r e d i n t h i s case, are you aware of any c o r r e c t i o n s 

t h a t need t o be or problems t h a t you have become aware of 

since you gave t h a t testimony? 

A. No, s i r . 

Q. You would adopt any -- the statements you made 

i n the e a r l i e r h e a r i n g today? 

A. What I s a i d p r e v i o u s l y , t h a t i s c o r r e c t . 

MR. CARROLL: I would pass the w i t n e s s , Mr. Examiner. 

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

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

EXAMINER STOGNER: Miss Coogan. 

MS. COOGAN: No q u e s t i o n s . 

EXAMINER STOGNER: No q u e s t i o n s e i t h e r a t t h i s p o i n t . 

MR. CARROLL: We next c a l l Dave Boneau. 

the Witness h e r e i n , having been f i r s t d u l y sworn, was 

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

DAVID FRANCIS BONEAU, 

DIRECT EXAMINATION 

BY MR. CARROLL: 

Q. Would you please s t a t e your name, your 
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o c c u p a t i o n and by whom you are employed? 

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

r e s e r v o i r e n g i n e e r i n g s u p e r v i s o r f o r Yates Petroleum i n 

A r t e s i a , New Mexico. 

Q. Mr. Boneau, you have p r e v i o u s l y t e s t i f i e d a 

number of times b e f o r e the OCD and had your c r e d e n t i a l s as 

a r e s e r v o i r engineer accepted, have you not? 

A. Yes, s i r . 

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

Mr. Boneau as an ex p e r t i n the f i e l d of r e s e r v o i r 

e n g i n e e r i n g . 

EXAMINER STOGNER: Are t h e r e any o b j e c t i o n s ? 

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

EXAMINER STOGNER: We recognize Mr. Boneau as an 

ex p e r t w i t n e s s . 

Q. (By Mr. C a r r o l l ) Mr. Boneau, would you s t a t e 

b r i e f l y , so t h a t we might e x p e d i t e t h i s m a t t e r , the b a s i s 

of Yates's p o s i t i o n w i t h r e s p e c t t o i t s a p p l i c a t i o n t h a t i s 

now pending before of the OCD? 

A. Yates i s here a s k i n g f o r two t h i n g s . Yates 

b e l i e v e s t h a t the South Dagger Draw pool should have the 

same a l l o w a b l e on an acreage b a s i s as the North Dagger Draw 

Upper-Penn p o o l . Thus we are as k i n g f o r an o i l a l l o w a b l e 

of 1400 b a r r e l s of o i l per day f o r the 320-acre spacing 

u n i t i n the South Dagger Draw p o o l . 
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Our second purpose i s t o suggest t h a t the NMOCD 

r e s t r i c t w e l l d e n s i t y i n both the North and South Dagger 

Draw pools t o a maximum of two a c t i v e w e l l s per 

governmental q u a r t e r s e c t i o n on a temporary b a s i s f o r two 

y e a r s . The p r a c t i c a l a f f e c t of t h i s s u g g e s t i o n i s t o space 

the whole of the Dagger Draw pool on 80 acres f o r an 

i n t e r i m p e r i o d u n t i l r e s e r v o i r performance t e l l s us whether 

f u r t h e r downspacing t o 40 acres i s r e q u i r e d . 

So those are the two t h i n g s we're l o o k i n g f o r ; 

we're l o o k i n g f o r equal t r e a t m e n t on a l l o w a b l e i n South 

Dagger Draw, and then we have t h i s s u g g e s t i o n of doing i t 

i n an o r d e r l y way t o go t o 80 acres and p o s s i b l y l a t e r go 

t o 40 a c r e s . 

I t h i n k you have heard evidence on South Dagger 

Draw being the same r e s e r v o i r as N o r t h Dagger Draw. I 

doubt i f t h e r e i s much reason t o say much about t h a t . I 

hope n o t . The order i n Case 10108 concluded t h a t the pools 

were a common source of supply. The geology t e s t i m o n y you 

heard i s i t s a common source of supply. Yates t e s t i f i e d t o 

t h a t i n the e a r l i e r h e a r i n g . I t ' s s t i l l t r u e . We t h i n k 

Conoco d i d an e x c e l l e n t j o b of s u p p o r t i n g a 7 0 0 - b a r r e l a 

day a l l o w a b l e i n the North and the equal c o n d i t i o n on an 

acreage b a s i s i s 1400 b a r r e l s of o i l a day i n the South. 

Double the a l l o w a b l e s i n both places i f you're going t o do 

t h i s , and we t h i n k both of them are good id e a s . 
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I ' d l i k e t o spend a minute or two or t h r e e 

g i v i n g my reasons f o r s u g g e s t i n g t h i s temporary l i m i t of 

two w e l l s per government q u a r t e r s e c t i o n . Again, 

e s s e n t i a l l y two reasons: The f i r s t i s s i m p l y t h a t i s the 

next l o g i c a l s t e p , de f a c t o spacing has been 160 acres, 

l e t ' s go t o 80 a c r e s , see how t h a t works, i f we need 

s m a l l e r spacing we w i l l a l l be happy t o come back and see 

you a g a i n . The second reason f o r t h a t s u g g e s t i o n r e l a t e s 

t o the water d i s p o s a l and the gas t r e a t i n g f a c i l i t i e s t h a t 

are r e q u i r e d a t Dagger Draw. Yates p r o d u c t i o n at Dagger 

Draw i s now about 7500 b a r r e l s of o i l a day, about 40 

m i l l i o n c ubic f e e t of gas per day, and about 35000 b a r r e l s 

of water a day. We have e i g h t s a l t w a t e r d i s p o s a l w e l l s t o 

handle t h i s produced water. Our gas now goes two p l a c e s ; 

some of i t goes t o a Transwestern sweetening p l a n t near the 

f i e l d , handle about 10 m i l l i o n a day, and some of the gas 

goes t o the N o r t h e r n N a t u r a l p l a n t 90 m i l e s away i n Hobbs. 

Yates has a p e r m i t f o r a 20-mi11ion-a-day p l a n t 

t h a t w i l l be c o n s t r u c t e d t h i s s p r i n g near the f i e l d , and we 

have a p p l i e d f o r a p e r m i t t o r a i s e the c a p a c i t y of t h i s new 

p l a n t t o 40 m i l l i o n cubic f i e l d per day. Our concern i s 

t h a t i n the absence of a w e l l d e n s i t y l i m i t , a d r i l l i n g 

race may develop which w i l l waste money, o v e r d r i l l the pool 

and cause the c o n s t r u c t i o n of unnecessary gas and water 

h a n d l i n g f a c i l i t i e s . And my one e x h i b i t i s aimed at 
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i l l u s t r a t i n g t h a t p o i n t . 

Q. You are r e f e r r i n g to E x h i b i t No. 3 which i s 

composed of two pages, are you n o t , Mr. Boneau? 

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

Q. I f you would e x p l a i n t o the examiner j u s t 

e x a c t l y what t h i s e x h i b i t i s , and then your c o n c l u s i o n s 

based on i t . 

A. The E x h i b i t No. 3 summarizes Yates's development 

plans f o r Dagger Draw. Page 1 i s a graph of o i l and gas 

p r o d u c t i o n f o r e c a s t s , w h i l e page 2 o u t l i n e s the development 

p l a n and h i g h l i g h t s the f a c i l i t y problem I hope. Yates as 

of 1-1-91, the f i r s t of the year, had 57 w e l l s producing i n 

the Dagger Draw f i e l d . We have 67 more w e l l s t o d r i l l t o 

complete the development on 80 acres. 

The f i r s t page of E x h i b i t 3 shows i n s o l i d l i n e s 

what the p r o d u c t i o n of o i l and gas w i l l be under what I'm 

c a l l i n g an o r d i n a r y development program. The maximum o i l 

r a t e s a t the bottom of the graph would be about 10,000 

b a r r e l s a day and can be ma i n t a i n e d r o u g h l y f l a t up u n t i l 

1998, i f we go about an o r d i n a r y development. That's 

10,000 b a r r e l s of o i l a day, would be accompanied by 70 

m i l l i o n c ubic f e e t of sour gas. And t h a t sour gas l i n e i s 

i n the middle of page 1. The s o l i d l i n e t h a t o s c i l l a t e s 

along about 70 m i l l i o n a day up t o 1998. The water 

p r o d u c t i o n i s not shown on t h i s graph, so i t ' s not more 
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busy than i t i s . But our water p r o d u c t i o n would be about 

60,000 b a r r e l s of water a day. 

I f a d r i l l i n g race develops, Yates w i l l be 

f o r c e d t o d r i l l more w e l l s i n the next t h r e e y e a r s , and 

t h e r e w i l l be more sour gas t o handle. And those are what 

are i l l u s t r a t e d w i t h the dashed l i n e s on the f i r s t page. 

I f we d r i l l our 80-acre w e l l s and our 40-acre w e l l s i n the 

next two or t h r e e y e a r s , p r o d u c t i o n w i l l spike up; gas 

p r o d u c t i o n t o 110 m i l l i o n a day on the Yates acreage, and 

then f a l l r a p i d l y a f t e r two or th r e e y e a r s . Yates would 

have t o b u i l d another l a r g e gas p l a n t i f we co u l d get the 

p e r m i t s , and we would a l s o have t o develop p r o b a b l y f i v e 

e x t r a s a l t w a t e r d i s p o s a l w e l l s . These a d d i t i o n a l 

f a c i l i t i e s would o n l y be used f o r two or t h r e e years when 

the f i e l d i s a t peak p r o d u c t i o n . 

The wiser course i s o r d e r l y development so t h a t 

fewer gas w e l l s , gas f a c i l i t i e s , and water f a c i l i t i e s must 

be b u i l t , and the ones t h a t are b u i l t can be used t o f u l l 

c a p a c i t y f o r a longer l e n g t h of ti m e , 8 or 10 year s . I 

t h i n k t h a t ' s b a s i c a l l y the argument. We're d r i l l i n g a l o t 

of w e l l s out t h e r e t o t r y t o get p r o d u c t i o n up f o r 

o u r s e l v e s and f o r New Mexico and B i l l LeMay. Whether or 

not he has an i n t e r e s t . But i t seems f o o l i s h t o me t o l e t 

p r o d u c t i o n spike go t o a u n s u s t a i n a b l e l e v e l and then f a l l 

r a p i d l y . Yates want's the a l l o w a b l e s doubled i n both the 
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n o r t h and the sout h , and our su g g e s t i o n i s t h a t we t h i n k i t 

would be wise t o downspace one step at a ti m e . B a s i c a l l y 

t h a t ' s our case. Those are our two p o i n t s . 

Q. Mr. Boneau, i n the p r e v i o u s case of 10108, 

Mr. Benson McGorter, an engineer f o r Yates t e s t i f i e d . 

Mr. McGorter does work under your s u p e r v i s i o n and c o n t r o l , 

does he? 

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

Q. You are aware of the t e s t i m o n y t h a t was 

presen t e d a t t h i s e a r l i e r h e a r i n g . Has a n y t h i n g i n the 

i n t e r v e n i n g time p e r i o d -- has a n y t h i n g come t o your 

a t t e n t i o n which would c o n t r a d i c t or make i n c o r r e c t any of 

the evidence t h a t was presented a t t h a t e a r l i e r hearing? 

A. No, t h e r e i s no c o n t r a d i c t i o n . On the othe r 

hand, t h e r e has been a d d i t i o n a l d r i l l i n g which c o n f i r m s 

those c o n c l u s i o n s . 

Q. I b e l i e v e you t e s t i f i e d t h a t w i t h r e spect t o the 

g e o l o g i c a l and e n g i n e e r i n g t e s t i m o n y t h a t was presented by 

Conoco today t h a t Yates i s i n complete agreement. When I 

say "complete," at l e a s t i n agreement. There i s no such 

t h i n g as complete. I would be a f r a i d t o use t h a t word. I n 

agreement w i t h the p o s i t i o n t h a t Conoco has presented? 

A. No. Conoco presented a ve r y complete and 

d e t a i l e d , b e a u t i f u l case of downspacing i s needed. 

Q. That i s Yates's p o s i t i o n ? 
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A. Yes, s i r . 

Q. J u s t t h a t the on l y t h i n g t h a t they would add i s 

t h a t you'd l i k e t o see i t f o r both South and North Dagger 

D r aw? 

A. We would l i k e t o see i t f o r South and North 

Dagger Draw, yes, s i r . 

Q. Mr. Boneau, i s i t , i n your e x p e r t o p i n i o n , t h a t 

the g r a n t i n g of bot h of these a p p l i c a t i o n s , which have been 

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

of both would p r o t e c t c o r r e l a t i v e r i g h t s and prevent waste 

f o r owners of i n t e r e s t out i n t h i s p a r t i c u l a r area? 

A. Yes, s i r . 

Q. And j u s t t o touch on the comment t h a t you made 

about i n c r e a s i n g p r o d u c t i o n . I t has i n the recent past 

months become a t l e a s t an espoused p o s i t i o n of the OCD 

through requests t o producers w i t h i n the s t a t e t o come 

fo r w a r d w i t h ideas which would maximize p r o d u c t i o n w i t h i n 

the s t a t e . I s t h a t what you were r e f e r r i n g t o and 

Mr. LeMay's e a r l i e r l e t t e r , and i s t h i s i n f a c t one of the 

ways t h a t Yates would propose t o the commission to f u l f i l l 

t h a t espoused need? 

A. Yes, s i r , t h a t ' s c o r r e c t , and I t h i n k i t ' s c l e a r 

t h a t Conoco i s t r y i n g t o do t h a t same t h i n g . 

MR. CARROLL: Mr. Examiner, I would have no f u r t h e r 

q u e s t i o n s of Mr. Boneau. I would move admission of the 
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E x h i b i t s 1, 2, 3 which we presented today. 

EXAMINER STOGNER: Are t h e r e any o b j e c t i o n s ? 

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

MS. COOGAN: No. 

MR. STOVALL: E x h i b i t s 1, 2, and 3 w i l l be ad m i t t e d 

i n t o evidence a t t h i s t i m e . 

(Yates E x h i b i t s 1 th r o u g h 3 were 

a d m i t t e d i n evidence.) 

EXAMINER STOGNER: Thank you, Mr. C a r r o l l . 

Mr. K e l l a h i n , your w i t n e s s 

MR. KELLAHIN: Thank you, Mr. Stogner. 

CROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Boneau, l e t me make sure I understand the 

p o s i t i o n you are r e p r e s e n t i n g w i t h your company. I f the 

examiner does not l i m i t w e l l d e n s i t y t o 80 acre s , would you 

withdraw your support f o r the i n c r e a s e d o i l a l l o w a b l e t o 

the 700 b a r r e l s on the 160 or the c o r r e s p o n d i n g 1400 today 

on the 320? 

A. No, s i r , t h a t i s not our p o s i t i o n . Our p o s i t i o n 

i s t h a t we f u l l y s upport 700 b a r r e l s of o i l a day a l l o w a b l e 

i n the No r t h and the same s i m i l a r d o u b l i n g of the a l l o w a b l e 

i n the South. The second p o i n t was an add-on s u g g e s t i o n , 

argument, evidence, whatever you want t o c a l l i t , t h a t i n 

doing t h a t we t h i n k i t would be wiser t o i n c l u d e a 
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s t i p u l a t i o n of two w e l l s per q u a r t e r s e c t i o n . 

Q. I had recognized i t as a s u g g e s t i o n . T t h i n k 

you r e c o n f i r m e d i t was a su g g e s t i o n on the w e l l d e n s i t y ? 

A. That's the word I'm u s i n g . I can't go up there 

and beat him over the head w i t h a c l u b . I can suggest t o 

him. 

Q. I d i d not see t h a t r e s t r i c t i o n or l i m i t a t i o n set 

f o r t h i n e i t h e r your a p p l i c a t i o n or i n the docket f o r 

h e a r i n g today, nor do I see i t proposed as a s p e c i f i c r u l e 

by you. I was t r y i n g t o understand as t o what degree of 

c o n v i c t i o n are you espousing t h i s suggestion? 

A. I t h i n k you r e a l l y don't want me t o answer t h a t . 

Q. I want you t o e x p l a i n -- you're w o r r i e d about 

the c o m p e t i t i v e d r i l l i n g down t o 40 acres. I n l o o k i n g a t 

the maps you have p r o v i d e d , and the ones t h a t Miss H a l l 

p r o v i d e d , i t appears t o me t h a t w e l l d e n s i t y f o r a 

s i g n i f i c a n t p o r t i o n of Yates acreage i n both pools i s 

w i t h i n your c o n t r o l and d i s c r e t i o n , r e g a r d l e s s of what the 

r u l e i s ? I s t h a t not a f a i r c h a r a c t e r i z a t i o n ? 

A. I t h i n k what you're saying t h e r e are -- t h e r e 

are p a r t s of the r e s e r v o i r where Yates's w e l l s are o f f s e t 

by Yates's we 11s. 

Q. Yes, s i r . I d e n t i f y f o r me those areas of 

s p e c i f i c concern f o r which you b e l i e v e t h e r e w i l l be 

i n t r o d u c e d c o m p e t i t i v e 40-acre d e n s i t y by another o p e r a t o r 
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f o r which you are going t o have t o respond? Can you do 

t h a t ? 

A. S u r e l y . They are the areas operated -- they're 

the areas o f f s e t t i n g the w e l l s operated by people other 

than Yates. You're welcome t o count up how many you t h i n k 

t h a t i s. 

Q. Have you -- you counted and assessed the 

p o t e n t i a l i f w e l l d e n s i t y goes t o 40 acres of how many 

a c t u a l spacing u n i t s you're going t o be exposed t o t h a t 

r i s k ? 

A. Spacing u n i t s would be i n the 5 t o 8 range, and 

the w e l l s would be i n 12 t o 20 range. Something on t h a t 

o r d e r . 

Q. I s t h a t t r u e of both p o o l s , your acreage 

p o s i t i o n i n both pools? 

A. Yes. This i s one f i e l d . My numbers r e f e r t o i t 

as one f i e l d . 

Q. I was making sure t h a t you and I are working on 

the same d e f i n i t i o n . 

A. Yes, I may be c a r e l e s s about t h a t sometimes, but 

Dagger Draw — 

Q. I s both North and South? 

A. -- both North and South, yes, s i r . 

Q. You s a i d you -- you agreed w i t h and supported 

Mr. F i n d l a y ' s e n g i n e e r i n g c o n c l u s i o n s t h a t j u s t i f i e d 
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i n c r e a s i n g the o i l a l l o w a b l e t o 700 a day on 160s. I 

assume you s t i l l have t h a t p o s i t i o n ? 

A. C e r t a i n l y . 

Q. Did you study h i s E x h i b i t No. 3 here and h i s 

e n g i n e e r i n g d i s p l a y when he t a l k e d about the Barbara 

Federal area? Did you see the w e l l d e n s i t y i n t h a t area? 

A. Yes, s i r . 

Q. That's on de f a c t o 40-acre spacing now, i s i t 

not? 

A. I would not say yes t o t h a t . I s u r e l y admit 

t h a t t h e r e are 40-acre o f f s e t w e l l s a number of places i n 

the f i e l d . 

Q. Do you have any disagreement w i t h Mr. F i n d l a y ' s 

s e l e c t i o n of a 12 percent p o r o s i t y v a l u e t o use i n h i s 

v o l u m e t r i c c a l c u l a t i o n ? 

A. I have not examined the lo g s on the Barbara 

Federal t h a t he r e f e r r e d t o w i t h those. I d i d do 

v o l u m e t r i c c a l c u l a t i o n s i n the Barbara Federal area when 

Yates got i n t o t h i s f i e l d i n a b i g way i n 1986, and I came 

w i t h a drainage areas of 80 acres r o u g h l y , which I consider 

f a i r l y c l o s e t o h i s 60 number, so I see agreement t h e r e . I 

see t h a t as the best way t o answer your q u e s t i o n . I'm not 

going t o . . . 

Q. But we do, i n f a c t , -- you can f i n d areas i n 

which w e l l d e n s i t y has gone t o 40 ac r e s , can we not? 
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A. You can f i n d areas where t h e r e are fou r w e l l s i n 

a square on 40 acre s , but t h e r e are u n d r i l l e d l o c a t i o n s 

hanging out from the sides of those w e l l s ; t h e y ' r e r e a l l y 

on 80s. I t ' s j u s t the people have chosen t o put the w e l l s 

on 80s next t o each o t h e r . 

Q. E x p l a i n t o me your E x h i b i t No. 3. When I look 

a t the graph here — and each of these dots when we get 

to -- from '86 thro u g h '89, those r e p r e s e n t --

A. Those r e p r e s e n t a c t u a l p r o d u c t i o n values f o r 

those months of o i l and gas from Yates-operated w e l l s . 

E v e r y t h i n g I s a i d was about Yates-operated w e l l s . 

Q. By l o o k i n g a t Yates-operated w e l l s i n the North 

and South Dagger Draw -- and I'm l o o k i n g -- t h i s i s done on 

a monthly b a s i s i n each year? 

A. Yes. 

Q. That i s your c u m u l a t i v e p r o d u c t i o n i n b a r r e l s of 

o i l f o r your p r o p e r t i e s and d i s p l a y e d i n a monthly t o t a l 

and you have p l o t t e d t h a t . 

A. I p l o t t e d those v a l u a t i o n s or b a r r e l s of o i l per 

day d u r i n g each i n d i v i d u a l month or MCF of gas d u r i n g each 

i n d i v i d u a l month. 

Q. And t h a t f o l l o w s t r u e u n t i l we -- we end i n 

1990, so a l l the dots r e p r e s e n t known values t o us? 

A. Yes, s i r . 

Q. What's the d i f f e r e n c e between the Xs and the 
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dots? 

A. The dots are gas and the Xs are o i l . 

Q. What gi v e s you the ba s i s of f o r e c a s t i n g then the 

shape and the slope of the dashed curve and the s o l i d curve 

when we go i n t o f o r e c a s t i n g the f u t u r e performance? 

A. Those s c e n a r i o s are d e t a i l e d on the second page. 

Q. Okay. 

A. The top h a l f of the second page, which i s r i g h t 

above the words, "delay 40-acre spacing," o u t l i n e s a 

s c e n a r i o t h a t i s shown i n the s o l i d l i n e , d e l ay 40-acre 

spacing on page 1. You move across the top of the page i t 

shows the p r o d u c t i o n of the 57 w e l l s t h a t Yates had, i t 

s t a r t e d t h i s year, and how they w i l l d e c l i n e t o get the 

reserves t h a t we b e l i e v e t h a t they have. 

The second group says "1991 d r i l l i n g , " assumes 

30 w e l l s . Yates w i l l d r i l l 30 w e l l s i n 1991 i n our 80-acre 

develop program. And i t shows year by year the expected 

p r o d u c t i o n from those 30 w e l l s and t h e i r d e c l i n e . 

The next group shows 1992 d r i l l i n g of 30 w e l l s , 

and 1993 d r i l l i n g of seven w e l l s t o complete the 67 w e l l s 

t h a t are r e q u i r e d f o r Yates t o develop i t s acreage on 

80-acre spacings w i t h some areas out t o the west being on 

160 at the end t h i s program. 

Q. What i s your c o n t r o l or what i s your p r o o f t h a t 

t e l l s you t h a t delay i n 40-acre spacing w i l l put -- I guess 
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I'm confused by the d i s p l a y . Why w i l l the s o l i d l i n e 

exceed the dashed l i n e when we get i n t o the 1989 and beyond 

time? What's the e x p l a n a t i o n ? 

A. '97 and '98, you t a l k i n g about those years? 

Q. No, s i r , from '98, '99, why i s the s o l i d l i n e — 

A. The s o l i d l i n e s c e n a r i o , which i s the top of 

page 2, has the 40-acre d r i l l i n g s t a r t i n g i n 1994 and 

c o n t i n u i n g t o 1998. And so the p r o d u c t i o n from those 

w e l l s , assuming they are needed, comes i n the l a s t h a l f of 

the 1990 decade. 

Q. I t i s a time s h i f t i n the recovery of the 

re s e r v e s , and i t has n o t h i n g t o do w i t h the inc r e a s e or 

decrease of u l t i m a t e recovery? 

A. No. A l l of the recovery of the two sce n a r i o s i s 

e x a c t l y the same. 

Q. And p a r t of the s h i f t then i s based upon the 

c a p a c i t y of your system, e i t h e r the gas p l a n t or your 

s a l t w a t e r d i s p o s a l w e l l s , t o handle the incr e a s e d volumes? 

A. That's c o r r e c t . I f you spread the d r i l l i n g o u t , 

you can use a s m a l l e r p l a n t f o r a lon g e r p e r i o d of ti m e . 

I f you a c c e l e r a t e a l l the d r i l l i n g t o a s h o r t time p e r i o d , 

your p r o d u c t i o n spikes up and comes down, and you've got 

big g e r f a c i l i t i e s which are o n l y u s e f u l f o r a s h o r t e r 

p e r i o d of t i m e . 

MR. KELLAHIN: I understand your p o s i t i o n . Thank you, 
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s i r . No f u r t h e r q u e s t i o n s . 

EXAMINER STOGNER: Thank you, Mr. K e l l a h i n . I s the r e 

any r e d i r e c t ? 

MR. CARROLL: None. 

EXAMINER STOGNER: Miss Coogan? 

MS. COOGAN: No q u e s t i o n s . 

EXAMINER STOGNER: I have no q u e s t i o n s of Dr. Boneau. 

He may be excused. 

MR. CARROLL: Mr. Examiner, t h a t would conclude our 

case . 

MR. KELLAHIN: We need some guidance, Mr. Examiner, on 

how you want t o handle the w e l l l i m i t a t i o n i s s u e . Conoco 

t h i n k s i t ' s a unnecessary r e s t r i c t i o n a t t h i s p o i n t . 

MR. STOVALL: Mr. K e l l a h i n , I t h i n k I can jump r i g h t 

i n and cut you o f f , and say i t ' s not p a r t of the 

a p p l i c a t i o n . 

MR. KELLAHIN: That's — my thought i s t h a t r a t h e r 

than c a l l Mr. F i n d l a y back t o rebut t h i s i s s u e , we would 

suggest t h a t i f i t ' s t o be a t o p i c , i t should be a separate 

t o p i c a t another h e a r i n g c a l l e d f o r t h a t purpose and would 

take the p o s i t i o n t h a t the examiner should deal w i t h the 

o i l a l l o w a b l e case, because t h a t ' s what was docketed. And 

t h e r e f o r e I w i l l n ot reb u t Dr. Boneau's p o s i t i o n on t h a t 

q u e s t i o n . So we're ready t o close t h i s i n my o p i n i o n . 

EXAMINER STOGNER: So a t t h i s p o i n t we're ready f o r 
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c l o s i n g arguments, comments or c l o s i n g statements I should 

say. Miss Coogan, I w i l l a l l o w you t o go f i r s t . 

MS. COOGAN: I have none. Thank you. 

EXAMINER STOGNER: Mr. C a r r o l l . 

MR. CARROLL: Mr. Stogner, I don't t h i n k i t ' s 

necessary t o — f o r me t o beat a dead horse. I t h i n k the 

f a c t s have been ve r y adequately presented by the wi t n e s s e s , 

and I t h i n k the commission understands what the r u l e s and 

r e g u l a t i o n s a r e . With respect t o t h i s issue of 

Mr. Boneau's s u g g e s t i o n , i t was something t h a t was 

di s c o v e r e d a f t e r the a p p l i c a t i o n was f i l e d . I t h i n k 

t h r o u g h d i s c u s s i o n s between Conoco and Yates, i t was f e l t 

t h a t i t was an issue t h a t a t l e a s t needed to be -- we d i d 

not want t o delay the hea r i n g s any f u r t h e r , and I t h i n k 

everybody wanted t h a t . I t was something we d i d not want 

l e f t u n s a id and the issue needed t o be a t l e a s t addressed. 

We do recognize i t can be the s u b j e c t of f u r t h e r hearings 

at any time t h a t Yates or Conoco f e e l s m o t i v a t e d t o make 

a p p l i c a t i o n t h e r e f o r e . But we d i d not want t o have t h i s 

h e a r i n g c l o s e d w i t h o u t some mention of t h a t — of the very 

r e a l problem which Yates Petroleum c o n s i d e r s i s not o n l y 

v a l i d but deserves some m e r i t c o n s i d e r a t i o n . That's a l l I 

have t o say. 

EXAMINER STOGNER: Thank you, Mr. C a r r o l l . Mr. 

K e l l a h i n . 
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MR. KELLAHIN: I n summary, Mr. Examiner, I t h i n k both 

Yates and Conoco have i n a very c o n v i n c i n g , persuasive way 

accomplished what Commissioner LeMay asked us t o do l a s t 

October, i s t o help him f i n d areas where the s t a t e of Mew 

Mexico and a l l i n t e r e s t owners c o u l d i n c r e a s e o i l 

p r o d u c t i o n f o r the s t a t e of New Mexico. And f o r everyone 

i n v o l v e d t h i s r e p r e s e n t s an e x t e n s i v e e f f o r t by both 

companies w i t h w i d e l y known i n f o r m a t i o n d i s s e m i n a t e d t o a l l 

p o s s i b l e p a r t i e s t o f i n d unique, i n n o v a t i v e ways t o 

in c r e a s e o i l p r o d u c t i o n . We have demonstrated we can do so 

w i t h o u t waste, w i t h o u t v i o l a t i n g c o r r e l a t i v e r i g h t s , and we 

want the o p p o r t u n i t y t o have the in c r e a s e d o i l a l l o w a b l e 

and l e t us go about p r o d u c i n g more o i l i n the r e s e r v o i r . 

EXAMINER STOGNER: Does anybody e l s e have a n y t h i n g 

f u r t h e r out of these cases? Case Nos. 10221 and 10222 w i l l 

be taken under advisement a t t h i s t i m e . 

(The f o r e g o i n g h e a r i n g was concluded a t the 

approximate hour of 2:15 p.m.) 

* * * 
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