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MR. STOGNER: C a l l t h e n e x t c a s e , number 

10327 . 

MR. STOVALL: A p p l i c a t i o n o f Yates P e t r o l e u m 

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

o f a s p e c i a l d e p t h b r a c k e t o i l a l l o w a b l e , Eddy 

C o u n t y , New M e x i c o . 

MR. STOGNER: C a l l f o r a p p e a r a n c e s . 

MR. CARROLL: Mr,. Ex a m i n e r , my name i s E r n e s t 

C a r r o l l w i t h t h e law f i r m o f Losee, C a r s o n , Haas & 

C a r r o l l o f A r t e s i a , New M e x i c o , and I appear h e r e on 

b e h a l f o f t h e a p p l i c a n t , Y a t e s P e t r o l e u m 

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

MR. STOGNER: Any a d d i t i o n a l a p p e a r a n c e s ? 

MR. CARR: May i t p l e a s e t h e E x a m i n e r , my name 

i s W i l l i a m F. C a r r w i t h t h e law f i r m C a m p b e l l & 

B l a c k , P.A., o f Santa Fe. I r e p r e s e n t K a i s e r 

F r a n c i s O i l Company. I do n o t i n t e n d t o c a l l 

w i t n e s s e s . 

MR. STOGNER: Any o t h e r a p p e a r a n c e s ? 

Mr. C a r r o l l , you may p r o c e e d . I'm s o r r y . You have 

some w i t n e s s e s ? 

MR. CARROLL: Yes. I have t h r e e w i t n e s s e s , 

Mr. E x a m i n e r . 

MR. STOGNER: W i l l you s t a n d t o be sworn a t 

t h i s t i m e ? 
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(Witnesses sworn) 

MR. CARROLL: Mr. Examiner, our f i r s t w i t n e s s 

w i l l be Mike Burch. I r e a l l y hate t o mention t h i s , 

b u t we got t o l o o k i n g y e s t e r d a y a t the case 

a d v e r t i s e m e n t , and i t shows the n o r t h h a l f and t h e 

sou t h e a s t q u a r t e r of s e c t i o n 16. We a p p l i e d t o 

i n c l u d e a l l of s e c t i o n 16. I don't know why t h e 

southwest q u a r t e r -- and I'm t h i n k i n g t h a t we had 

d r i l l e d a w e l l on the southwest -- i s n ' t t h a t where 

the number -- our second w e l l t h a t we have d r i l l e d 

i n t h i s area we d r i l l e d i n t h a t southwest q u a r t e r , 

and I don't know why i t got l e f t o u t , but our 

a p p l i c a t i o n i s f o r the south h a l f of s e c t i o n 9, a l l 

of s e c t i o n 16, and the n o r t h h a l f of s e c t i o n 2 1. 

MR. STOGNER: I t h i n k we can s t r a i g h t e n t h i s 

o u t . How do you pronounce t h a t ? 

MR. CARROLL: "Medano" i s the way we pronounce 

i t . 

MR. STOGNER: This Delaware p o o l i s an 

e x i s t i n g p o o l , r i g h t ? And i t takes i n the southwest 

q u a r t e r of s e c t i o n 16, so we're going t o expand i t 

t o i n c l u d e t h e south h a l f , t h e n o r t h h a l f -- I mean, 

the south h a l f of 9, the n o r t h h a l f and s o u t h e a s t 

q u a r t e r of 16 s i n c e the southwest q u a r t e r i s a l r e a d y 

d e s i g n a t e d t o i t , and then t h e n o r t h h a l f of 21. So 
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It essentially it's -- it will be all of 16 sr% the 

if. 

e x p a n s i o n a u t h o r i z e d . 

MR. CARROLL: When was t h e p o o l f i e l d f i r s t 

e s t a b l i s h e d ? T h a t ' s what we c a n ' t u n d e r s t a n d . 

MR. STOGNER: Okay. I t was d e s i g n a t e d t h e 

s o u t h w e s t q u a r t e r o f s e c t i o n 16 by o r d e r number 

R9473, A p r i l 1 s t o f 1991. Los Medanos 

M-e-d-a-n-o-s, D e l a w a r e p o o l . 

MR. CARROLL: Do you know who a p p l i e d f o r 

t h a t , does i t say? 

MR. STOVALL: Do you have a copy o f t h e 

o r d e r ? I ' l l go g e t a copy o f t h e o r d e r . 

MR. CARROLL: We w e r e n ' t aware o f i t . 

MR. STOGNER: What was t h e o r d e r number? 

MR. STOVALL: 9473. 

MR. STOGNER: I ' v e g o t i t r i g h t h e r e . 

MR. STOVALL: A p p l i c a t i o n o f t h e OCD. 

MR. STOGNER: I t came on a r e g u l a r 

n o m e n c l a t u r e case and t h e d i s c o v e r y w e l l was t h e 

Yat e s P e t r o l e u m , Medano M-e-d-a-n-o. S t a t e W e l l 

number 1, w h i c h i s t h i s w e l l t o d a y i n U n i t K. 

MR. CARROLL: W e l l , t h a t ' s where i t was --

MR. STOGNER: Then i t was a s s i g n e d a bonus 

d i s c o v e r y a l l o w a b l e o f 21,090 b a r r e l s o f o i l t o be 

p r o d u c e d o v e r a t w o - y e a r p e r i o d . Was t h a t t h e d e p t h 
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b r a c k e t a l l o w a b l e you wanted t o d a y ? 

MR. CARROLL: No. 

MR. STOGNER: A l l r i g h t . No p r o b l e m . 

MR. CARROLL: I guess t h a t ' s where --

MR. STOVALL: Does t h a t appear i n t h e 

n o m e n c l a t u r e and you d i d n ' t p i c k i t up? I t l o o k s 

l i k e --

MR. CARROLL: T h a t ' s why. T h a t ' s what 

happened. T h e r e ' s no p r o b l e m t h e r e . 

MR. STOVALL: You've g o t t o w a t c h M i k e . He 

g e t s ahead o f y o u . 

MR. STOGNER: But you a r e a s k i n g f o r s o m e t h i n g 

o t h e r t h a n t h e 21,090 b a r r e l s o f o i l . 

MR. CARROLL: T h a t ' s r i g h t . We're a s k i n g f o r 

s p e c i a l p o o l r u l e s . T h a t ' s what's g o i n g on. 

MR. STOGNER: A l l r i g h t . 

MR. CARROLL: T h a t ' s c l e a r e d up. 

EXAMINATION 

BY MR. CARROLL: 

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

o c c u p a t i o n ? 

A. My name i s Mike B u r c h . I'm a p e t r o l e u m 

landman w i t h Y a t e s P e t r o l e u m C o r p o r a t i o n , A r t e s i a , 

New M e x i c o . 

Q. Mr. B u r c h , you have p r e v i o u s l y t e s t i f i e d 

HUNNICUTT REPORTING 
LINDA BUMKENS, CCR 3008 



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 

7 

b e f o r e t h e New Mexico O i l C o n s e r v a t i o n D i v i s i o n and 

been q u a l i f i e d as an e x p e r t i n t h e f i e l d o f a 

p e t r o l e u m landman; i s t h a t c o r r e c t ? 

A. Yes, I have. 

MR. CARROLL: Mr. S t o g n e r , I w o u l d t e n d e r 

Mr. B u r c h as an e x p e r t i n t h a t a r e a . 

MR. STOGNER: Mr. Bu r c h i s so q u a l i f i e d . 

Q. (By Mr. C a r r o l l ) Mr. B u r c h , l e t ' s t u r n t o 

some o f t h e e x h i b i t s t h a t you've p r e p a r e d f o r 

p r e s e n t a t i o n o f t h i s c ase. F i r s t o f a l l , E x h i b i t 

Number 1, w o u l d you mind e x p l a i n i n g what t h a t 

e x h i b i t i s ? 

A. E x h i b i t number 1 i n t h e hashed o u t l i n e 

marks o u r r e q u e s t f o r t h e p o o l e x t e n s i o n t o i n c l u d e 

t h e s o u t h h a l f o f s e c t i o n 9, a l l o f s e c t i o n 16 and 

t h e n o r t h h a l f o f s e c t i o n 2 1 . 

Q. A l l r i g h t . And t h a t ' s o f 2 3 3 1 ; r i g h t ? 

A. 23 s o u t h , 31 e a s t , t h a t ' s c o r r e c t . The 

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

p o o l b o u n d a r i e s . 

Q. A l l r i g h t . And t h a t b o u n d a r y was t h e 

b o u n d a r y t h a t you used f o r n o t i c e p u r p o s e s ; i s t h a t 

c o r r e c t ? 

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

Q. A l l r i g h t . And t h e hash l i n e a c t u a l l y on 
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t h e r e d e n o t e s t h e b o u n d a r i e s o f t h i s p a r t i c u l a r p o o l 

t h a t we're r e q u e s t i n g r u l e s ? 

A. Yes, t h e p o o l b o u n d a r i e s ; t h a t ' s c o r r e c t . 

Q. E x h i b i t number 2, and what i s E x h i b i t 2? 

A. E x h i b i t 2 l i s t s t h e s e c t i o n , t o w n s h i p s , and 

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

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

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

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

Q. A l l r i g h t . W i t h r e s p e c t t o t h e s e o p e r a t o r s 

t h a t a r e shown h e r e on E x h i b i t 2, were each one o f 

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

A. Yes, t h e y were. 

Q. Now, w i t h r e s p e c t t o t h r e e o f t h e s e 

M e r i d i a n , M o b i l and P h i l l i p s , t h e n o t i c e t h a t was 

s e n t o u t t o t h e s e p e o p l e , was i t g i v e n t h e f u l l 20 

days ? 

A. No, i t w a s n ' t . 

Q. A l l r i g h t . 

A. L e t me expand on t h a t . The r e a s o n why i s 

because t h e p o o l b o u n d a r i e s were e x t e n d e d t o i n c l u d e 

t h e s o u t h h a l f o f 9 and t h e n o r t h h a l f o f 2 1 . I t 

e x t e n d e d o u r o n e - m i l e b o u n d a r y a r o u n d t h a t p o o l 

b o u n d a r y , so we had t o make a d d i t i o n a l n o t i f i c a t i o n s 

w h i c h we d i d . 
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Q. A l l r i g h t . We're a c t u a l l y coming h e r e on 

an amended a p p l i c a t i o n , I t h i n k , i f I'm r i g h t . Yes, 

and t h a t ' s t h e p r o b l e m . When we amended we e n l a r g e d 

t h e a r e a o f t h e p o o l ; i s t h a t c o r r e c t ? 

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

MR. CARROLL: Mr. S t o v a l l , t h e p r o b l e m , we g o t 

ou r n o t i c e a b o u t 18 days p r i o r t o t h i s h e a r i n g , t h e 

c e r t i f i c a t e t h a t we m a i l e d o u t . We have -- j u s t f o r 

i n f o r m a t i o n -- we w i l l p r o d u c e as an e x h i b i t 

M e r i d i a n has s u b m i t t e d a w a i v e r t o u s , so t h e o n l y 

two p e o p l e t h a t have n o t had t h e f u l l 20-day --

b e n e f i t o f t h e f u l l 20-day n o t i c e i s P h i l l i p s 

P e t r o l e u m and M o b i l . 

Q. (By Mr. C a r r o l l ) Now, Mr. B u r c h , you have 

c o n t a c t e d b o t h o f t h o s e p a r t i e s by t e l e p h o n e j u s t 

p r i o r t o t h i s h e a r i n g , have you n o t ? 

A. T h a t ' s c o r r e c t . I c o n t a c t e d T r o y Rashad 

f r o m P h i l l i p s , and t h e y had no o b j e c t i o n s t o what 

Y a t e s was p r o p o s i n g h e r e b e f o r e t h e c o m m i s s i o n 

t o d a y . I a l s o t a l k e d t o Danny P a k i n o w i t h M o b i l 

E x p l o r a t i o n and he d i d n ' t see t h a t t h e r e w o u l d be 

any p r o b l e m on M o b i l ' s p a r t f o r what we're p r o p o s i n g 

h e r e t o d a y e i t h e r . 

Q. I d o n ' t know how we need t o h a n d l e t h i s 

l i t t l e g l i t c h , b u t we a p o l o g i z e t o t h e c o m m i s s i o n . 
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I t j u s t s l i p p e d by us so o u r m a i l n o t i c e s j u s t d i d 

n o t g e t t h e f u l l 20 days f o r a t l e a s t t h o s e two 

p e o p l e . 

MR. STOVALL: I f e e l you can p r e s e n t t h e case 

and t h e n w e ' l l c o n t i n u e i t f o r two weeks i s what we 

do w i t h t h a t , i f we d o n ' t have t h e f o r m a l w a i v e r and 

we have a p p e a r a n c e s ; s o m e t h i n g t o c u r e t h a t d e f e c t , 

and t h a t ' s t h e way we do t h a t . 

Q. (By Mr. C a r r o l l ) t h e n g o i n g t o t h e E x h i b i t 

number 3, Mr. B u r c h , what i s t h a t e x h i b i t ? 

A. T h a t ' s a c e r t i f i c a t e o f m a i l i n g and 

c o m p l i a n c e w i t h r u l e 1207 where we made c o n t a c t w i t h 

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

Q. A l l r i g h t , and, a g a i n , t h i s p a r t o f t h i s 

E x h i b i t l i s t s t h e o p e r a t o r s t o whom n o t i c e was s e n t , 

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

l e t t e r ? 

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

Q. A l l r i g h t . E x h i b i t number 4, t h i s e x h i b i t 

was p r e p a r e d , was i t n o t , j u s t as an i n f o r m a t i o n a l 

so t h a t t h e e x a m i n e r w o u l d have e v e r y t h i n g b e f o r e 

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

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

moment ago; i s i t n o t ? 

A. T h a t ' s c o r r e c t : . 
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Q. And t h i s i s f o r t h e Medano "VA" S t a t e 1 

Well? 

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

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

A. E x h i b i t 5 are the wai v e r s t h a t have been 

o b t a i n e d so f a r t o d a t e , i n c l u d i n g Bass E n t e r p r i s e s 

P r o d u c t i o n Company and a l s o w a i v e r from M e r i d i a n 

O i l , I n c o r p o r a t e d . 

Q. Have you been c o n t a c t e d by any of the o t h e r 

o p e r a t o r s t o whom n o t i c e was g i v e n and been a d v i s e d 

of any o p t i o n ? 

A. I have n o t . 

Q. So a t l e a s t t o the best of your i n f o r m a t i o n 

t h e r e are no p a r t i e s t h a t have opposed t h i s t h i n g ? 

A. There have been no p a r t i e s t h a t have 

opposed t h i s . 

Q. Or a t l e a s t communicated t h a t f a c t t o you? 

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

MR. CARROLL: Mr. Examiner, t h a t ' s a l l t h e 

q u e s t i o n s I have of t h i s p a r t i c u l a r w i t n e s s , and I 

move f o r admission of E x h i b i t s 1 t h r o u g h 5 which 

Mr. Burch was r e s p o n s i b l e f o r . 

MR. STOGNER: E x h i b i t s 1 t h r o u g h 5 w i l l be 

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

Mr. Burch, on E x h i b i t 4, and down a t t h e 
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l a s t p a r t o r t h e b o t t o m p o r t i o n , because o f t h e 

d i f f e r e n c e between t h e t o p and t h e b o t t o m o f t h e 

Dela w a r e y o u ' r e s e e k i n g t h i s a p p l i c a t i o n , and I 

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

d e p t h b r a c k e t a l l o w a b l e t o be based on t h e 

l o w e s t - m o s t p e r f o r a t i o n w h i c h i s a t 6,037 f e e t ; i s 

t h a t c o r r e c t ? 

A. I'm g o i n g t o r e f e r t h a t t o o u r e n g i n e e r i n g 

and g e o l o g i s t s i f you want t o ask them t h a t 

q u e s t i o n . 

MR. STOGNER: Okay. And t h e n t h e y ' l l --

MR. CARROLL: I t h i n k t h a t ' s r e a l l y t h e 

s h a l l o w e r o f t h e t w o , Mr. S t o g n e r , b u t I may be 

i n c o r r e c t m y s e l f . 

A. I t ' s an a v e r a g e . 

MR. CARROLL: T h a t was an a v e r a g e f i g u r e when 

t h a t was p r e p a r e d . 

MR. STOGNER: So ask any q u e s t i o n s such as 

t h a t , how t h e a l l o w a b l e i s c a l c u l a t e d o r what t h e 

l o w e s t - m o s t p e r f o r a t i o n , I need t o ask t h e n e x t 

w i t n e s s ? 

MR. CARROLL: Mr. C o l l i n s w i l l be t h e n e x t 

w i t n e s s , and he i s t h e most f a m i l i a r w i t h t h o s e 

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

MR. STOGNER: Okay. On E x h i b i t 1 you came up 
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w i t h a b o u n d a r y t a k e n i n t h e n o r t h h a l f o f 9 -- I'm 

s o r r y -- t h e s o u t h h a l f o f 9, a l l o f 16 and n o r t h 

h a l f o f 2 1 . How do you come up w i t h t h a t b o u n d a r y 

as b e i n g t h e e x t e n t o f t h i s p o o l ? 

A. W e l l , t h a t ' s l i k e I say a g a i n , t h a t ' s w i t h 

t h e i n f o r m a t i o n we r e c e i v e f r o m g e o l o g y and 

e n g i n e e r i n g as f a r as t h e i r c a l c u l a t i o n s , what t h e y 

f e l t t h e y want t o do w i t h i t . 

MR. CARROLL: Mr. S t o g n e r , Mr. B r e n t may, who 

i s o f t h e -- who w i l l t e s t i f y as t o t h e g e o l o g y o f 

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

j u s t f o r y o u r i n f o r m a t i o n . We d o n ' t have any good 

i n f o r m a t i o n t o g i v e an e x a c t b o u n d a r y o t h e r t h a n 

t h a t o u r i n f o r m a t i o n r e f l e c t s i t ' s a t l e a s t as b i g 

as t h i s , and i t may be much b i g g e r and i t may need 

t o be expanded, b u t we do n o t have any good g e o l o g y 

beyond t h e b o u n d a r i e s t h a t we have p r o p o s e d . 

MR. STOGNER: A l l r i g h t . I f t h a t be t h e c a s e , 

I ' l l h o l d my q u e s t i o n s u n t i l t h e n . I d o n ' t have any 

o t h e r q u e s t i o n s o f Mr. B u r c h , and t h a t was E x h i b i t 1 

t h r o u g h 5 t h a t w i l l be i n c l u d e d , r i g h t ? 

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

MR. STOGNER: Mr. C a r r o l l . 

MR. CARROLL: We n e x t c a l l B r e n t May. 

EXAMINATION 
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BY MR. CARROLL: 

Q. Would you s t a t e your name and o c c u p a t i o n , 

Mr. May? 

A. Brent May. I'm a pe t r o l e u m g e o l o g i s t w i t h 

Yates Petroleum i n A r t e s i a , New Mexico. 

Q. Have you p r e v i o u s l y been q u a l i f i e d as t o 

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

p e t r o l e u m geology and t e s t i f i e d b e f o r e the New 

Mexico OCD? 

A. Yes, I have. 

MR. CARROLL: Mr. Stogner, we would t e n d e r 

Mr. May as an e x p e r t i n the f i e l d of p e t r o l e u m 

geology. 

MR. STOGNER: Mr., May i s so q u a l i f i e d . 

Q. (By Mr. C a r r o l l ) Mr. May, you have prepared 

some e x h i b i t s , and b e g i n n i n g w i t h E x h i b i t 6, which 

i s b a s i c a l l y a synopsis of the -- or a g e n e r a l 

e x p l a n a t i o n of the geology t h a t Yates has d i s c o v e r e d 

out i n t h i s p a r t i c u l a r area, c o u l d you summarize 

b r i e f l y t h e reason why Yates i s here and the 

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

l i g h t ? 

A. The e x h i b i t j u s t e x p l a i n s the o u t l i n e s of 

the geology and the o u t l i n e s of t he r e s e r v o i r . 

B a s i c a l l y t h e e x h i b i t j u s t helps e x p l a i n t h e o t h e r 
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e x h i b i t s t h a t I'm about t o -- t h a t are about t o be 

i n t r o d u c e d . 

Q. Could you g i v e us t h a t e x p l a n a t i o n , though, 

of t h e b e n e f i t of i t ? B a s i c a l l y t h i s i s a summary, 

and i f you can g i v e t h a t t o t he examiner so h e ' l l 

b e t t e r understand what's going on. 

MR. STOVALL: Mr. C a r r o l l , are you a s k i n g him 

t o read i t ? 

MR. CARROLL: No. I'm not a s k i n g him t o read 

i t . I'm a s k i n g him t o summarize i t . The summary i s 

pr e s e n t e d f o r your b e n e f i t , but I ' d l i k e f o r him t o 

j u s t summarize t h e g e o l o g i c a l aspects. 

A. B a s i c a l l y i t e x p l a i n s about a cross s e c t i o n 

I have, a n o r t h cross s e c t i o n , showing t h e Delaware 

s e c t i o n and the two zones t h a t we are p r o d u c i n g from 

p r e s e n t l y . Also I have a s t r u c t u r e map on t h e B e l l 

Canyon and a net p o r o s i t y map t h r o u g h t h e t o p zone 

which I c a l l t h e Medona Zone. We a l s o have a 

s t r u c t u r e map on a shale marker i n the Brushy 

Canyon, and a net p o r o s i t y map on the bottom 

p r o d u c i n g zone, which I c a l l t h e Basal Brushy Zone. 

Q. Why don't we go on then i n t o your 

E x h i b i t 7-A, and would you b a s i c a l l y t e l l us what --

E x h i b i t 7-A and 7-B what are they? 

A. E x h i b i t 7-A i s a c o m p l e t i o n r e p o r t f o r t h e 
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Medona "VA" S t a t e 1 and i t j u s t shows t h e i n t e r v a l s 

of 4218-26 and 4229-37, 7825-28, 7838-44, and 

7846-56 of i n t e r v a l s t h a t have been perked and are 

open. E x h i b i t 7-B i s another c o m p l e t i o n r e p o r t f o r 

the Medona "VA" S t a t e number 3, and i t shows t h a t 

the i n t e r v a l s t h a t are open are 4196-4206, 4210-13, 

77911-7826, and 7924-7979. 

Q. Mr. May, w i t h r e s p e c t t o the area t h a t 

Yates Petroleum i s r e q u e s t i n g t h a t the p o o l 

boundaries be expanded t o , Yates does have two 

w e l l s ; i s t h a t c o r r e c t , w i t h i n those boundaries? 

A. That i s c o r r e c t , we have two w e l l s t h a t are 

p r o d u c i n g . 

Q. And these are the two w e l l s f o r which these 

c o m p l e t i o n r e p o r t s cover? 

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

Q. A l l r i g h t . Why don't you go t o E x h i b i t 8, 

and i f you'd e x p l a i n what t h a t i s and what t h e 

purposes of t h i s e x h i b i t a r e , and what c o n c l u s i o n s 

t h a t you can draw from i t ? 

A. This s t r a t i g r a p h i c cross s e c t i o n A-A' i s 

o r i e n t e d n o r t h south and shows two p r o d u c t i v e zones 

i n t h e Delaware which I c a l l the Medano and Basal 

Brushy Zones. The f o r m a t i o n s p r e s e n t on the cross 

s e c t i o n are the C a s t i l e , B e l l Canyon, and Brushy 
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Canyon and Bone S p r i n g s . Note t h a t t h e l o w e r B e l l 

Canyon, t h e C h e r r y Canyon and t h e Upper B r u s h y 

Canyon a r e n o t shown because o f t h e space 

l i m i t a t i o n . 

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

t h e t o p o f t h e Delaware as a datum, shows t h e Medano 

Zone w i t h i n t h e Upper B e l l Canyon f o r m a t i o n . The 

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

m a r k e r as datum shows t h e B a s a l B r u s h y Zone w h i c h i s 

i n l o w e r B r u s h y Canyon f o r m a t i o n and i s 

a p p r o x i m a t e l y 250 f e e t above t h e t o p o f t h e Bone 

S p r i n g s f o r m a t i o n . The p r o s p e c t i v e r e s e r v o i r s a r e 

c o v e r e d i n o r a n g e , and b a s i c a l l y t h i s c r o s s s e c t i o n 

was made t o show t h e s t r a t i g r a p h i c p o s i t i o n o f t h e 

p r o d u c i n g zones and t o emphasize t h a t b o t h t h e 

Medano and B a s a l B r u s h y Zones a r e w i t h i n t h e P e r m i a n 

D e l a w a r e g r o u p . A l s o i t was p r o d u c e d t o show t h a t 

t h e s e two zones a r e n o t s t r a t i g r a p h i c a l l y e q u i v a l e n t 

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

w h i c h i s t h e Sand Dunes C h e r r y Canyon p o o l w h i c h i s 

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

Q. Any o t h e r c o n c l u s i o n s t h a t may be drawn 

f r o m t h i s e x h i b i t , Mr. May? 

A. No. I t h i n k I ' v e s t a t e d e v e r y t h i n g i n 

h e r e . 
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Q. A l l r i g h t . Why don't we go t o your 

E x h i b i t 9. 

A. This i s a s t r u c t u r e map of the B e l l Canyon 

s t r u c t u r e map u s i n g t h e t o p of the B e l l Canyon as a 

datum. I t shows a g e n e r a l eastward d i p , a 

s t r u c t u r a l h i g h w i t h c l o s u r e s p r e s e n t i n s e c t i o n 16 

of 23 south 31 e a s t , and t h i s s t r u c t u r a l h i g h w i l l 

enhance p r o d u c t i o n w i t h i n t h e proposed p o o l 

b o u n d a r i e s , and suggests Medano Zone c o u l d p o s s i b l y 

be wet t o the south o u t s i d e of the proposed p o o l 

b o u n d a r i e s . 

Q. A l l r i g h t . Go t o your E x h i b i t 10, and, 

Mr. May, I t h i n k t h a t a number of these E x h i b i t s , 9, 

10, 11, and 12 b a s i c a l l y h e l p p r o v i d e an answer t o 

Mr. Stogner's e a r l i e r q u e s t i o n as how d i d we d e f i n e 

l i m i t s , and t h a t ' s r e a l l y the purpose behind these 

f o u r e x h i b i t s ; i s i t not? 

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

Q. Okay. I n your d i s c u s s i o n i f you might 

t o u c h on t h a t concern t h a t Mr. Stogner had so t h a t 

we can tak e i t i n proper p e r s p e c t i v e i n c o n j u n c t i o n 

w i t h these e x h i b i t s ? 

A. Okay. E x h i b i t 10, t h i s i s t he Medano Zone 

net p o r o s i t y map and i t shows the l i m i t s of the 

r e s e r v o i r . This zone i s i n t e r p r e t e d t o be a 
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submarine channel f a c i e s t r e n d i n g n o r t h s o u t h . The 

net p o r o s i t y map r e p r e s e n t s the t h i c k n e s s of the 

r e s e r v o i r w i t h a p o r o s i t y of 22 pe r c e n t or g r e a t e r . 

C u t o f f v a l u e of 22 pe r c e n t i s used because i t 

appears t o double w i t h p r o d u c t i v e and n o n p r o d u c t i v e 

r e s e r v o i r s , and t h i s map d e l i n e a t e s the r e s e r v o i r 

f o r t h e Medona Zone, and shows t h a t i t f a l l s w i t h i n 

t h e proposed p o o l b o u n d a r i e s , so I should say t h a t 

o u t s i d e the poo l boundaries I don't f o r e s e e t h i s 

zone o c c u r r i n g except t o the s o u t h , which I s t a t e d 

e a r l i e r on t he s t r u c t u r e map, i t appears t o be wet. 

Q. You have c e r t a i n w e l l s ; t h e r e ' s two 

s o l i d - c o l o r e d w e l l s marked. What w e l l s are those? 

A. I n s e c t i o n 16 the s o l i d , r e d - c o l o r e d w e l l 

and -- l e t ' s see -- t h a t would be U n i t F i s the 

Medano "VA" S t a t e 3 and the s o l i d - c o l o r e d r e d dot 

and U n i t K, I b e l i e v e , i s the Medano S t a t e -- Medano 

"VA" S t a t e No. 1. I have an open r e d c i r c l e i n 

U n i t L which i s a proposed l o c a t i o n f o r t h e Medano 

"VA" S t a t e No. 4. The gas w e l l symbol i n U n i t E i s 

the Medano "VA" S t a t e No. 2 which i s completed i n 

the Morrow p r e s e n t l y , and I might add t h a t up i n 

s e c t i o n 9 I have an open c i r c l e showing a w e l l , t h a t 

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

t h i s date t h a t i s a t i g h t h o l e , so I have no 
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i n f o r m a t i o n t o t h e n o r t h . 

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

w e l l ? 

A. Santa Fe Energy. 

Q. Santa Fe. I s n ' t i t a l s o t r u e , Mr. May, t h a t 

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

by j u s t t h e c o u p l e o f w e l l s t h a t you have d r i l l e d 

o u t t h e r e -- o r i n t h e w e l l s d r i l l e d i n s e c t i o n 16? 

A. T h a t i s t r u e . The g e o l o g i c i n f o r m a t i o n i s 

l i m i t e d t o t h e Medano "VA" S t a t e s 1, 2 and 3. Th e r e 

a r e no o t h e r D e l a w a r e w e l l s p r o d u c i n g o u t o f t h e s e 

i n t e r v a l s w i t h i n t h e a r e a . 

Q. A l l r i g h t . I f you go t o y o u r 

E x h i b i t Number 1 1 . 

A. T h i s i s t h e B a s a l B r u s h y Canyon s t r u c t u r e 

map w i t h a t o p o f a s h a l e m a r k e r used as a datum. 

I t shows g e n e r a l e a s t e r l y d i p . The map j u s t shows 

t h a t t h e B a s a l B r u s h y Zone s h o u l d be above t h e 

o i l / w a t e r c o n t a c t i n most o f t h e p r o p o s e d p o o l 

a r e a s , and I s h o u l d s t a t e we d o n ' t know e x a c t l y 

where t h e o i l / w a t e r c o n t a c t i s r i g h t now, b u t b o t h 

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

Q. A l l r i g h t . We go t o y o u r E x h i b i t Number 12? 

A. E x h i b i t 12 i s t h e B a s a l B r u s h y Zone n e t 

p o r o s i t y map. I t shows t h e o u t l i n e o f t h e r e s e r v o i r 
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and i l l u s t r a t e s t h e d e p o s i t i o n a l p a t t e r n o f t h e 

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

c o n f l i c t s . C u t o f f v a l u e o f 18 p e r c e n t i s used f o r 

t h i s map. The l o w e r p o r o s i t i e s w i l l p r o d u c e f l u i d s 

a t g r e a t e r d e p t h s , p l u s 18 p e r c e n t was used i n s t e a d 

o f t h e 22 p e r c e n t u t i l i z e d f o r t h e Medano Zone. The 

e a s t c h a n n e l r u n n i n g t h r o u g h s e c t i o n 16 has been 

t e s t e d and p r o v e n p r o d u c t i v e , w h i l e t h e west c h a n n e l 

i s u n t e s t e d . 

T h i s map a l s o d e l i n e a t e s t h e l i m i t s o f t h e 

l o w e r r e s e r v o i r w h i c h i s t h e B a s a l B r u s h y Zone, and 

shows t h a t t h e p r o d u c t i v e e a s t w a r d c h a n n e l l i e s 

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

Q. T h i s i s , i n f a c t , t h e n , t h e l o w e r zone 

w h i c h Y a t e s w o u l d a sk, o r i s a s k i n g , t h e OCD t o base 

t h e a l l o w a b l e on? 

A. T h a t i s c o r r e c t . 

Q. The d e p t h t h a t t h i s p a r t i c u l a r zone o c c u r s 

i n ? 

A. T h a t i s c o r r e c t . 

Q. And f r o m t h e b a s i s o f t h e s e f o u r e x h i b i t s , 

i t does show t h a t , a g a i n , t h e p r o d u c t i v e a r e a o f 

b o t h o f t h e s e two zones i s l i m i t e d t o t h e c o n f i n e s 

o f t h e a r e a w h i c h you have p r o p o s e d f o r t h e c r e a t i o n 

o f t h i s s p e c i a l p o o l i n g ? 
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A. That i s c o r r e c t . 

Q. A l l r i g h t . Now those are a l l the e x h i b i t s 

t h a t you have prepared today; i s t h a t c o r r e c t ? 

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

Q. I w i l l move f o r admission of E x h i b i t s 6 

t h r o u g h 12, Mr. Stogner. 

MR. STOGNER: E x h i b i t s 6 t h r o u g h 12 w i l l be 

a d m i t t e d i n t o evidence a t t h i s t i m e . 

MR. CARROLL: And t h a t ' s a l l the q u e s t i o n s I 

have of t h i s w i t n e s s at. t h i s t i m e . 

MR. STOGNER: The two s o l i d dots i n th e middle 

of each one of your e x h i b i t s , what 9, 10, 11, and 

12, or i s i t 10, 11, and 12, those are the o n l y 

Delaware p r o d u c i n g w e l l s w i t h i n t h a t 9 s e c t i o n 

i n t e r v a l ? 

A. I t i s . Yes, t h a t i s c o r r e c t . I b e l i e v e 

the c l o s e s t o t h e r Delaware p r o d u c t i o n i s the Sand 

Dunes Cherry Canyon po o l which I b e l i e v e i s 

a p p r o x i m a t e l y two t o two and a h a l f m i l e s t o t h e 

east and i t produces out of the Cherry Canyon, not 

the B e l l Canyon or the Brushy Canyon, which are two 

w e l l s we're p r o d u c i n g from. 

MR. STOGNER: Was sei s m i c data used f o r any of 

these i n t e r p r e t a t i o n s ? 

A. No, t h e r e was n o t . This i s s t r i c t l y 
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s u b s u r f a c e . 

MR. STOGNER: Okay. On t h a t number 3, when 

was t h a t w e l l c o m p l e t e d , do you know? 

A. The number 3? L e t ' s see. We t u r n e d i n a 

c o m p l e t i o n r e p o r t d a t e d F e b r u a r y 2 1 , 1991. 

MR. STOGNER: And t h e number 3 w e l l i s t h e one 

i n u n i t l e t t e r F; i s t h a t c o r r e c t ? 

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

MR. STOGNER: I s t h a t w e l l p r o d u c i n g ? 

A. Yes, i t i s p r o d u c i n g . 

MR. CARROLL: U n i t 7-B d e a l s w i t h t h a t 

p a r t i c u l a r w e l l , Mr. S t o g n e r . 

MR. STOGNER: 7-B? 

MR. CARROLL: 7-B. 

MR. STOGNER: Okay. But t h e w e l l i s p r e s e n t l y 

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

A. Yes, i t i s . 

MR. STOGNER: I d o n ' t t h i n k i t shows i t on 

h e r e . Now, y o u r C105 sh o w i n g t h a t t h e l o w e r p e r f s 

a r e t h e ones i n w h i c h t h e number 3 w e l l i s p r o d u c i n g 

f r o m ; i s t h a t c o r r e c t ? 

A. There i s a l s o , I b e l i e v e , a s u n d r y added on 

t o t h a t shows t h a t t h e up p e r Medano Zone i s a l s o 

open i n t h a t w e l l . I t s h o u l d be i n w i t h 

E x h i b i t 7-B, and i t i s a l s o s h o w i n g -- t h e p e r f s 
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sh o u l d be shown on the cross s e c t i o n t o o . 

MR. STOGNER: Yes. Have you di s c u s s e d t h i s 

a e r i a l e x t e n t w i t h our g e o l o g i s t i n the A r t e s i a 

D i s t r i c t o f f i c e ? 

A. No, I have n o t . 

MR. STOGNER: And you do not know i f any o t h e r 

p o r t i o n o t h e r t h an the southwest q u a r t e r i s up f o r 

nomenclature or r e g u l a r nomenclature expansion a t 

t h i s p o i n t ? What I mean by t h a t are normal 

nomenclature procedures. 

A. As f a r as I know. 

MR. STOGNER: I have no f u r t h e r q u e s t i o n s of 

Mr. May a t t h i s t i m e . Mr. May, you may be excused. 

EXAMINATION 

BY MR. CARROLL: 

Q. Would you please s t a t e your name and 

occupat i o n ? 

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

e n g i n e e r w i t h Yates Petroleum i n A r t e s i a , New 

Mexico. 

Q. You have not t e s t i f i e d p r i o r t o t h i s date 

b e f o r e t h e OCD, have you? 

A. No . 

Q. Would you then review b r i e f l y , f i r s t of 

a l l , your e d u c a t i o n a l background r e l a t i n g t o t h e 
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f i e l d of pet r o l e u m e n g i n e e r i n g and then a l s o your 

work experience? 

A. Okay. I graduated from New Mexico S t a t e 

U n i v e r s i t y w i t h a ba c h e l o r of science degree i n 

c i v i l e n g i n e e r i n g i n May of 1980, and I worked 

a p p r o x i m a t e l y t e n years f o r Exxon Company USA as a 

d r i l l i n g e n g i n e e r , subsurface e n g i n e e r , and 

r e s e r v o i r e n g i n e e r , and I have worked a year f o r 

Yates Petroleum as a pe t r o l e u m e n g i n e e r . 

MR. CARROLL: Mr., Stogner, we would t e n d e r 

Mr. C o l l i n s as an e x p e r t i n the f i e l d of p e t r o l e u m 

e n g i n e e r i n g . 

MR. STOGNER: Mr, C o l l i n s i s so q u a l i f i e d . 

Q. (By Mr. C a r r o l l ) Mr. C o l l i n s , you have 

prepared -- we're r e a l l y one of the p r i n c i p a l 

p a r t i e s w o r k i n g w i t h r e s p e c t t o t h i s a p p l i c a t i o n ; i s 

t h a t c o r r e c t ? 

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

Q. B a s i c a l l y , and you have prepared some 

e x h i b i t s , i f you would, and j u s t t o f a c i l i t a t e and 

e x p e d i t e t h i s m a t t e r , l e t you summarize t h e purpose 

of t h i s a p p l i c a t i o n and the p e r c e i v e d need, t h e 

reason behind i t , and as you go t h r o u g h e x h i b i t s , 

e s p e c i a l l y E x h i b i t s 13 and 14, you might e x p l a i n 

what these e x h i b i t s or r e a l l y the purpose of them 
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and what t h e y e s t a b l i s h . 

A. Okay. E x h i b i t 13 i s j u s t a summary of our 

a p p l i c a t i o n . B a s i c a l l y we're t r y i n g t o e s t a b l i s h a 

po o l and then address a lease 1 s p e c i a l p o o l r u l e as 

co n c e r n i n g t h e a l l o w a b l e . I t w i l l be -- the po o l 

t y p e i s o i l . We're a s k i n g areawise f o r s e c t i o n 16, 

the south h a l f of s e c t i o n 9, the n o r t h h a l f of 

s e c t i o n 21 of 23 south 31 e a s t , Eddy County. I t ' s 

the Delaware Sand f o r m a t i o n . 

The s p a c i n g , we're a s k i n g f o r 40-acre 

s t a n d a r d p r o r a t i o n u n i t s per r u l e 104 f o r g a s / o i l 

r a t i o . We're a s k i n g f o r two thousand t o one per 

r u l e 506A, and on the depth b r a c k e t a l l o w a b l e , we're 

a s k i n g t h a t i t be based on the lowest p e r f o r a t i o n i n 

the w e l l i n s t e a d of the normal, s h a l l o w e s t 

p e r f o r a t i o n , p r i m a r i l y because of the l a r g e v e r t i c a l 

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

The next E x h i b i t , E x h i b i t 14, i s 

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

a p p l i c a t i o n , reasons we f e e l l i k e i t s h o u l d be 

g r a n t e d , i n t h a t over s i x months of p r o d u c t i o n t o 

d a t e , we've seen no evidence of mechanical problems 

or s c a l e problems, or any o t h e r type of p r e c i p i t a t e d 

problems by having t h e two zones produced i n the 

w e l l b o r e . 
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We've seen no -- and I ' l l show some 

a d d i t i o n a l e x h i b i t s t o i l l u s t r a t e t h i s -- we've seen 

no evidence of water coning i n our p r o d u c t i o n 

b e h a v i o r t o d a t e . We haven't seen a, you know, a 

sudden i n c r e a s e i n water p r o d u c t i o n f o l l o w e d by a 

sudden decrease i n o i l p r o d u c t i o n . I t might be 

i n d i c a t i v e of a coning problem. We have no evidence 

t h a t t h e r e ' s a gas cap p r e s e n t i n e i t h e r zone. The 

o r i g i n a l GLR i s a p p r o x i m a t e l y 500-1 which i s 

r e l a t i v e l y lower than what you'd expect f o r a gas 

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

e s t i m a t e bubble p o i n t p r e s s u r e i s a p p r o x i m a t e l y 1250 

ps i . 

Our o r i g i n a l r e s e r v o i r p r e s s u r e i n each 

zone i s g r e a t e r than t h i s 1250 p s i , so t h e r e f o r e , we 

don't b e l i e v e t h e r e i s a gas cap p r e s e n t based on 

t h a t . N e i t h e r p r o d u c t i v e i n t e r v a l dominates t h e 

p r o d u c t i o n . 

I n one week average t e s t — on the f i r s t 

week average t e s t on these w e l l s on the number 1 

W e l l , t h e B e l l Canyon c o n t r i b u t e d a p p r o x i m a t e l y 55 

p e r c e n t of the t o t a l p r o d u c t i o n , and on the Number 2 

w e l l , t h e B e l l Canyon c o n t r i b u t e d 33 p e r c e n t , so 

t h e r e ' s not an overwhelming c o n t r i b u t i o n by e i t h e r 

zone on these w e l l s . 

HUNNICUTT REPORTING 
LINDA BUMKENS, CCR 3008 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

28 

We b e l i e v e t h a t , you know, we w i l l be 

p r e v e n t i n g economic waste by s e t t i n g an a l l o w a b l e 

base on the deepest p e r f o r a t i o n , and i n so d o i n g , 

w e ' l l have more i n c e n t i v e t o d r i l l w e l l s , and t h e 

end r e s u l t b e i n g t h a t w e ' l l maximize revenue t o the 

St a t e of New Mexico s i n c e t h i s i s p r e d o m i n a n t l y a 

S t a t e lease i n t h i s p o o l . 

We b e l i e v e w e ' l l p r o t e c t c o r r e l a t i v e r i g h t s 

by d e v e l o p i n g both zones s i m u l t a n e o u s l y and by 

pr o d u c i n g t h e a l l o w a b l e base on the deeper 

p e r f o r a t i o n , and we b e l i e v e w e ' l l p r e v e n t m i n e r a l 

waste by f u l l y d e v e l o p i n g b o t h zones, and i n 

a d d i t i o n , w e ' l l be meeting the s p i r i t of t he OCD 

re q u e s t t o f i n d ways t o maximize o i l p r o d u c t i o n . We 

f e e l l i k e t h i s i s another way t o do t h a t . 

Q. With r e s p e c t t o the p h y s i c a l problems 

encountered i n p r o d u c i n g two zones t h a t are 

sep a r a t e d by the amount of d i s t a n c e t h a t we f i n d 

these two zones, your E x h i b i t 15 does d e a l w i t h t h a t 

p a r t i c u l a r i s s u e , does i t not? 

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

Q. Would you then d e s c r i b e t h a t e x h i b i t t o t he 

examiner? 

A. Okay. I a p o l o g i z e t h a t t h i s i s a f a i r l y 

busy e x h i b i t , but the e a s i e s t way t o lo o k i s f i n d 
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t h e p a c k e r a t t h e Bone S p r i n g and i g n o r e e v e r y t h i n g 

e l s e b e l o w t h a t f o r what I'm e x p l a i n i n g . 

T h i s p a r t i c u l a r w e l l has 9 and 5 / 8 - i n c h 

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

-- p r o d u c i n g w e l l , and i t p r o d u c e s f r o m t h e B e l l 

Canyon Zone a t a p p r o x i m a t e l y 4200 f e e t , and t h e 

B r u s h y Canyon a t a p p r o x i m a t e l y 7800 f e e t . The 

v e r t i c a l s e p a r a t i o n between t h e zones i s 3638 f e e t 

w h i c h i s a s u b s t a n t i a l d i f f e r e n c e o r d i s t a n c e . I n 

ou r s i x months o f p r o d u c t i o n e x p e r i e n c e t o d a t e 

we've had no p r o d u c t i o n p r o b l e m s o f any s o r t e i t h e r 

m e c h a n i c a l o r p r e c i p i t a t e w i s e by h a v i n g t h i s 

w e l l b o r e c o n f i g u r a t i o n . 

Q. A l l r i g h t . Now y o u r E x h i b i t 16, w o u l d you 

e x p l a i n t h a t e x h i b i t and i t s r e l a t i o n s h i p t o t h e 

case? 

A. Okay. E x h i b i t 16 shows t h e Medano "VA" 

S t a t e No. 3, and i t b a s i c a l l y shows a more 

c o n v e n t i o n a l w e l l b o r e , one t h a t was d r i l l e d 

s p e c i f i c a l l y t o p r o d u c e a De l a w a r e sand. I t 

u t i l i z e s f i v e - a n d - a - h a l f - i n c h c a s i n g . B a s i c a l l y we 

have t h e B e l l Canyon c o m p l e t e d a t a p p r o x i m a t e l y 4200 

f e e t and t h e B r u s h y Canyon a t a p p r o x i m a t e l y 78 t o 

7900 f e e t . The v e r t i c a l s e p a r a t i o n between zones i s 

3773 f e e t on t h i s p a r t i c u l a r w e l l . 
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Q. On the b a s i s of your statements and the 

items d e p i c t e d i n these l a s t e x h i b i t s , i n your 

p r o f e s s i o n a l o p i n i o n i s t h e r e any p h y s i c a l or 

mechanical problem w i t h r e s p e c t t o t h i s r e q u e s t t h a t 

Yates i s making of the commission? 

A. No . 

Q. Now, Mr. C o l l i n s , you have p r e v i o u s l y i n 

d e v e l o p i n g the sum t o t a l of c o n s i d e r a t i o n s which 

covered not o n l y t h e mechanical but a l s o some of the 

l e g a l c o n s i d e r a t i o n s t h a t t h e OCD i s faced w i t h , you 

d e a l t w i t h t h e i s s u e of waste and you f e e l t h a t -- I 

b e l i e v e , i t i s your o p i n i o n then t h a t t h e g r a n t i n g 

of t h i s a p p l i c a t i o n which c a l l s f o r , i n p a r t i c u l a r , 

t h i s one b a s i c change i n the f i e l d -- normal f i e l d 

r u l e s , b a s i n g the a l l o w a b l e on the deepest d e p t h , 

you do f e e l t h a t t h a t w i l l p r e v e n t economic waste 

a l s o b e s i d e s , and i t i s t i e d i n w i t h a c t u a l p h y s i c a l 

waste; i s t h a t c o r r e c t ? 

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

Q. And E x h i b i t 17 i s an i l l u s t r a t i o n of what 

you're t a l k i n g about; i s t h a t c o r r e c t ? 

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

Q. Why don't you e x p l a i n j u s t what you're 

t r y i n g -- the p o i n t you're t r y i n g t o make w i t h 

r e s p e c t t o E x h i b i t 17? 

HUNNICUTT REPORTING 
LINDA BUMKENS, CCR 3008 



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 

3 1 

A. B a s i c a l l y , E x h i b i t 17 i s an i l l u s t r a t i o n o f 

what I ' v e c a l l e d economic waste by n o t h a v i n g a 

h i g h e r a l l o w a b l e . What. I ' v e done i s p r e p a r e d f o u r 

cases o r f o u r s c e n a r i o s . The f i r s t s c e n a r i o i s a 

case where t h e r e ' s one w e l l b o r e , b o t h zones a r e open 

i n t h e w e l l b o r e , and we have 187 b a r r e l a day 

a l l o w a b l e . Case number two assumes a s i n g l e 

w e l l b o r e w i t h b o t h zones open w i t h an 8 0 - b a r r e l a 

day a l l o w a b l e , w h i c h i s p e r t h e c u r r e n t s t a t e w i d e 

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

w h i c h one w e l l b o r e i s d r i l l e d , b u t t h e zones a r e 

p r o d u c e d one a t a t i m e , b a s i c a l l y t h e economic l i m i t 

b e f o r e coming up t o t h e upp e r zone. 

And case number f o u r i s a case where 

t h e r e ' s two w e l l s d r i l l e d . One w e l l i s d r i l l e d 

s p e c i f i c a l l y t o t h e upp e r p a r t o f t h e D e l a w a r e , and 

t h e second w e l l i s d r i l l e d t o t h e l o w e r p a r t o f t h e 

B r u s h y Canyon. 

What I ' v e done i s r u n some economics and 

come up w i t h some d i s c o u n t e d n e t p r e s e n t v a l u e s and 

I d o n ' t want t o d w e l l on t h e s e numbers p e r s e , b u t 

i n t h e l a s t column I ' v e g o t an i n c r e m e n t a l 

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

two -- case two b e i n g t h e base case o f what t h e 

S t a t e r u l e s a l l o w a t t h i s p o i n t , an 8 0 - b a r r e l - a - d a y 
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a l l o w a b l e , and e s s e n t i a l l y what t h a t says i s t h a t i f 

we're c o n s t r a i n e d t o an 8 0 - b a r r e l - a - d a y a l l o w a b l e 

versus 1 8 7 - b a r r e l - o f - o i l - a - d a y a l l o w a b l e , we w i l l 

see a p p r o x i m a t e l y $81,000 i n economic waste t o us, 

and then i n the case t h r e e where you complete one 

zone a t a t i m e , r e l a t i v e t o the base case, t h e r e ' s a 

waste of a p p r o x i m a t e l y $146,000, and then t h e l a s t 

case where two separate w e l l s are d r i l l e d t o 

e f f e c t i v e l y produce a l l the zones i n t h i s p o o l , 

we're l o o k i n g a t a p p r o x i m a t e l y $278,000 of economic 

l o s s . 

Q. Mr. C o l l i n s , i s t h e r e any b e n e f i t of the 

a d o p t i o n of t h i s p a r t i c u l a r -- these s p e c i a l r u l e s 

-- w i t h r e s p e c t t o the problem of p h y s i c a l waste? 

Are you enhancing p r o d u c t i o n of these two r e s e r v o i r s 

by the a d o p t i o n of these p a r t i c u l a r r u l e s ? 

A. I n my o p i n i o n we a r e , p a r t i c u l a r l y compared 

w i t h some of t h e o t h e r cases, the case t h r e e and 

f o u r , f o r example. You can argue i n those cases 

t h a t due t o p r o d u c i n g one zone per w e l l or one zone 

a t a t i m e , t h a t you w i l l a c t u a l l y l o s e o i l r e s e r v e s 

due t o your economic l i m i t . 

Q. Being reached e a r l i e r ? 

A. R i g h t . The assumption being economic l i m i t 

i s v i r t u a l l y t h e same, but i f you've got two zones 
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open, you get t h a t economic l i m i t out of two zones 

as opposed t o one zone. 

Q. And i s n ' t i t a l s o t r u e t h a t at l e a s t 

e x p e r i e n c e teaches one t h a t the l o n g e r you have t h e 

w e l l open, t h e more problems i f t h e changing when 

you produce one zone you have t o c l o s e t h a t o f f , 

produce another zone. Murphy's Law does come i n t o 

e f f e c t , does i t n o t , i n a t l e a s t p r e s e n t i n g more 

o p p o r t u n i t i e s f o r problems t o occur? 

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

Q. And I t h i n k i t i s your t e s t i m o n y , though, 

t h a t you don't f e e l t h a t p r o d u c i n g b o t h zones a t the 

same time i s going t o p r e s e n t any p h y s i c a l problems, 

mechanical, f o r Yates. I t ' s a f e a s i b l e p l a n and i t 

has been w o r k i n g f o r some s i x months? 

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

Q. And are t h e r e any o t h e r problems t h a t have 

come t o your a t t e n t i o n based on t h a t p r i o r h i s t o r y 

w i t h r e s p e c t t o mechanical issues t h a t you can 

r e p o r t t o t h e commission? 

A. No, no problems. 

Q. Also t h e o t h e r c o n s i d e r a t i o n t h a t t h e 

commission must d e a l w i t h i s the i s s u e of 

c o r r e l a t i v e r i g h t s . Do you f e e l t h a t by a l l o w i n g 

Yates t o -- g r a n t i n g t h i s a p p l i c a t i o n , t h a t such a 
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g r a n t i n g w o u l d i n any way p r e j u d i c e t h e r i g h t s o f 

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

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

and gas? 

A. No . 

MR. CARROLL: Mr. Exa m i n e r , I w o u l d move f o r 

a d m i s s i o n o f o u r E x h i b i t s , I b e l i e v e , 13 t h r o u g h 

17 . 

MR. STOGNER: E x h i b i t s 13 t h r o u g h 17 w i l l be 

a d m i t t e d i n t o e v i d e n c e a t t h i s t i m e . 

MR. CARROLL: And I have no f u r t h e r q u e s t i o n s 

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

MR. STOGNER: Mr. C o l l i n s , does t h e s c h e m a t i c 

w h i c h you show as E x h i b i t 15, i s t h a t t h e p r e s e n t 

c o m p l e t i o n o f t h e No. 1 w e l l ? 

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

MR. STOGNER: I s t h a t p r e s e n t l y i n j e c t i n g i n t o 

t h e Bone S p r i n g ? 

A. R i g h t . 

MR. STOGNER: Do you have t h e o r d e r number 

t h a t a u t h o r i z e s t h a t ? 

A. I d o n ' t b e l i e v e I do, n o t w i t h me. No, I 

d o n ' t . 

MR. STOGNER: Was t h a t g i v e n a d m i n i s t r a t i v e 

a u t h o r i z a t i o n ? 
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A. T h a t ' s c o r r e c t . 

MR. STOGNER: The p r o d u c i n g i n t e r v a l o r s i z e 

o f t h i s c o m p l e t i o n , t h e two and 7/8 i n c h t u b i n g ? 

A. R i g h t . 

MR. STOGNER: For t h e D e l a w a r e , where i s t h a t 

t h a t s e t ? 

A. I t s e t s a t a p p r o x i m a t e l y 7800 f e e t . 

MR. STOGNER: Do you know what t h e p r e s s u r e o r 

i n i t i a l p r e s s u r e s a r e i n each o f t h e zones o f t h e 

Del a w a r e and t h e Bru s h y Canyon? 

A. Based on t h e DST r e s u l t s f r o m t h e Medano 

"VA" S t a t e No. 2 w h i c h i s t h e Morrow gas w e l l , t h a t 

we d s t ' d t h e B e l l Canyon and B r u s h y g o i n g down on 

t h a t one. The B e l l Canyon p r e s s u r e was 

a p p r o x i m a t e l y 1800 p s i , and t h e B r u s h y Canyon 

p r e s s u r e was a p p r o x i m a t e l y 3560 p s i . 

MR. STOGNER: I t ' s a l w a y s been. I want t o 

c a l l i t p o l i c y o r p r o c e d u r e t o l o o k a t t h e De l a w a r e 

f o r m a t i o n as one d i s t i n c t p o o l , b u t t h i s i s an 

example where c l e a r l y t h e r e ' s two s e p a r a t e p r o d u c i n g 

i n t e r v a l s , w o u l d you say? 

A. Yes. There a r e two i n t e r v a l s . 

MR. STOGNER: What i s -- on t h e number 1 w e l l , 

w h a t ' s t h e p r e s e n t p r o d u c t i o n r a t e ? 

A. R i g h t now i t ' s a p p r o x i m a t e l y 50 b a r r e l s o f 
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o i l p e r day and a b o u t a 190 b a r r e l s o f w a t e r . 

MR. STOGNER: How a b o u t f o r t h e number t h r e e ? 

A. I t ' s a p p r o x i m a t e l y 70 b a r r e l s a day o f o i l 

and 80 t o 85 b a r r e l s a day o f w a t e r . 

MR. STOGNER: Now t h a t t h a t a l s o has 

p e r f o r a t i o n s i n b o t h i n t e r v a l s , t h e up p e r and l o w e r , 

does i t n o t ? 

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

MR. STOGNER: What's t h e p r e s e n t a b l e 

a l l o w a b l e , d e p t h b r a c k e t a l l o w a b l e f o r t h i s p o o l ? 

A. As f a r as I know we have t h e , you know, t h e 

d i s c o v e r y a l l o w a b l e f o r t h e number 1 w e l l w h i c h i s 

a p p r o x i m a t e l y 120 b a r r e l s o f o i l a day, and t h e 

a l l o w a b l e f o r t h e o t h e r w e l l , I w o u l d assume, w o u l d 

be t h e 80 b a r r e l s a day due t o t h e s h a l l o w e s t 

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

MR. STOGNER: But n e i t h e r one o f them a r e 

making i t s a l l o w a b l e ? 

A. Not a t t h i s t i m e . The w e l l s come on a t a 

much h i g h e r o i l r a t e t h a n t h a t . T h e r e ' s a l w a y s t h e 

p o s s i b i l i t y we may d r i l l o t h e r w e l l s t h a t w i l l have 

a h i g h e r i n d i v i d u a l o i l r a t e t h a n t h e s e w e l l s have. 

MR. STOGNER: What was t h e i n i t i a l p r o d u c t i o n 

r a t e on t h e number 1? 

A. The number 1 i n i t i a l l y c o m p l e t e d i n t o t h e 
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B e l l Canyon, and t h e n l a t e r added t h e B r u s h y Canyon, 

so t h e number I'm g o i n g t o g i v e you i s a, I t h i n k , 

an a c c u r a t e b u t somewhat s y n t h e t i c IP assuming t h a t 

you c o m p l e t e d b o t h zones s i m u l t a n e o u s l y . 

On t h e number 1 w e l l , i f t h e e x t r a p o l a t e d 

IP o f b o t h zones had been c o m p l e t e d s i m u l t a n e o u s l y , 

i s a p p r o x i m a t e l y 160 b a r r e l s o f o i l p e r day. 

MR. STOGNER: And how l o n g d i d i t t a k e f o r t h e 

p r o d u c t i o n t o d r o p down t o below 80 b a r r e l s a day? 

A. I d o n ' t have a l l t h e p r o d u c t i o n d a t a i n 

f r o n t o f me, b u t I b e l i e v e i t was i n t h e r e 

a p p r o x i m a t e l y f i v e months. 

MR. STOGNER: And i n t h a t p a r t i c u l a r case i t 

was p r o b a b l y a l i t t l e b i t l e s s t i m e f o r i t t o meet 

i t s a l l o w a b l e s i n c e i t has a h i g h e r d e p t h b r a c k e t 

a l l o w a b l e -- I'm s o r r y -- a h i g h e r d i s c o v e r y 

a l l o w a b l e ? 

A. Yeah, r i g h t . 

MR. STOGNER: How a b o u t t h e No. 3 w e l l ? Do 

you have t h e i n i t i a l p r o d u c t i o n on i t , o r was i t 

e x t r a p o l a t e d i n t h e same manner o r --

A. Yes, t h e same manner e x c e p t we c o m p l e t e d 

t h e B r u s h y Canyon f i r s t and came and g o t t h e B e l l 

Canyon a t a l a t e r d a t e . The e x t r a p o l a t e d r a t e on i t 

w o u l d be a p p r o x i m a t e l y 210 b a r r e l s o f o i l p e r day. 
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MR. STOGNER: How l o n g d i d i t t a k e b e f o r e i t 

d r o p p e d down t o t h i s p r e s e n t 70 b a r r e l s o f o i l p e r 

day? 

A. I s h o u l d say t h a t ' s a p i n p o i n t p r o d u c t i o n 

f i g u r e f r o m l a s t week. T h e r e ' s t i m e s i t ' s o v e r 80 

b a r r e l s a day, so I ' d say, w h a t , F e b r u a r y , so i t ' s 

t h r e e t o f o u r months we're down c l o s e t o 80 b a r r e l s 

a day. 

MR. STOGNER: And you a r e now a s k i n g f o r 

t h e -- a d e p t h b r a c k e t a l l o w a b l e between 7 and 8000 

f e e t ; i s t h a t c o r r e c t ? 

A. W e l l , we're a s k i n g f o r an -- r i g h t , t h a t ' s 

c o r r e c t . 

MR. STOGNER: And t h a t w o u l d be what do you 

come up w i t h ? 

A. 187 b a r r e l s o f o i l p e r day. 

MR. STOGNER: I f t h i s 187 b a r r e l s o f o i l p e r 

day d e b t b r a c k e t a l l o w a b l e w o u l d have been 

i n s t i t u t e d f r o m day one o f t h e No. 1 c o m p l e t i o n , do 

you see t h a t w o u l d have had any a d v e r s e e f f e c t on 

i t s p r e s e n t p r o d u c t i o n r a t e , o r p r o d u c t i o n r a t e , o r 

r e s e r v o i r e n e r g y — any harm t o i t ? 

A. I have no r e a s o n t o b e l i e v e t h e r e w o u l d be 

any harm. 

MR. STOGNER: And you show t h i s t o be somewhat 

HUNNICUTT REPORTING 
LINDA BUMKENS, CCR 3008 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

39 

l o c a l i z e d . What i s t h e a g a i n , what i s t h e main 

r e s e r v o i r e n e r g y , o r what t y p e o f r e s e r v o i r i s i t ? 

A. I b e l i e v e i t ' s a s o l u t i o n gas d r i v e 

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

MR. STOGNER: I n b o t h i n t e r v a l s ? 

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

MR. STOGNER: Are t h e s e w e l l s m aking any 

c a s i n g head gas a t t h i s t i m e ? 

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

MR. STOGNER: Do you know what t h e GUR i s on 

t h o s e w e l l s ? 

A. The c u r r e n t GUR? 

MR. STOGNER: Yeah. 

A. I t ' s i n t h e r a n g e o f 600 t o 800. I t v a r i e s 

f r o m day t o day. 700 m i g h t be a good a v e r a g e . 

MR. STOGNER: Are t h e r e any o t h e r q u e s t i o n s o f 

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

MR. STOVALL: Yeah. I ' v e j u s t g o t a c o u p l e . 

I'm l o o k i n g a t E x h i b i t 17. Why w o u l d cases t h r e e o r 

f o u r e v e r happen f r o m an o p e r a t i o n a l s t a n d p o i n t ? 

Why w o u l d you do i t t h a t way? 

A. From an o p e r a t i o n a l s t a n d p o i n t , e s p e c i a l l y 

case f o u r , I w o u l d n ' t do t h a t way. These a r e 

b a s i c a l l y used as i l l u s t r a t i o n s . I'm j u s t t r y i n g t o 

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

HUNNICUTT REPORTING 
LINDA BUMKENS, CCR 3008 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

40 

not n e c e s s a r i l y o p t i o n s t h a t would be done. I t h i n k 

case one and case two are the most r e a l i s t i c o p t i o n s 

here . 

MR. STOVALL: Now, I mean, i f t h i s p o o l i s 

e s t a b l i s h e d , and i f your s p e c i a l r u l e i s not 

g r a n t e d , your s p e c i a l a l l o w a b l e i s not g r a n t e d , are 

you now s t i l l i n t he s i t u a t i o n -- I mean, i t doesn't 

make any d i f f e r e n c e now whether you completed b o t h 

zones or the lower zone o n l y , does i t , because 

you've now got the depth b r a c k e t s e t f o r t h e p o o l ; 

i s t h a t c o r r e c t ? Follow what I'm saying? 

A. You're t a l k i n g about t h e 80 b a r r e l a day or 

the 187 a day? 

MR. STOVALL: I'm assuming -- yeah. I'm 

t a l k i n g about t h e 80, I'm s o r r y . I f we don't g r a n t 

what you ask f o r i n terms of s p e c i a l a l l o w a b l e , t h e 

lowe s t p e r f o r a t i o n as opposed t o the h i g h e s t , under 

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

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

t h a t s e t s t h e a l l o w a b l e f o r t h e p o o l ; c o r r e c t ? 

A. I wasn't sure i f t h e r e was a d i s c o v e r y 

w e l l , b u t the t o p p e r f o r a t i o n of the w e l l , yeah. 

MR. STOVALL: Okay. And i t doesn't v a r y from 

w e l l e i t h e r . I t e s s e n t i a l l y i n the one w e l l , so any 

a d d i t i o n a l w e l l s t h a t would be d r i l l e d i n t h i s p o o l , 
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i t would s t i l l be wor t h your w h i l e t o p e r f o r a t e b o t h 

zones, would i t not? 

A. Yes, i t would. 

MR. STOVALL: Okay. 

A. I f I can add, I guess what, you know, p a r t 

of my argument here i s as an o p e r a t o r we want t o 

maximize any p r o f i t s we make on a d r i l l i n g v e n t u r e , 

and i f we can do t h a t , you know, t h e r e ' s a much 

g r e a t e r chance t h a t w e ' l l c o n t i n u e t o develop and 

c o n t i n u e t o d r i l l , and then t h e r e i s some 

p o s s i b i l i t y t h a t , you know, a d d i t i o n a l r e s e r v e s may 

be developed t h a t might not have been developed 

o t h e r w i s e i f we're c o n s t r a i n e d t o a lower 

a l l o w a b l e . 

MR. STOVALL: Okay. I don't have any f u r t h e r 

q u e s t i o n s . 

MR. STOGNER: You may be excused. 

Mr. C a r r o l l , do you have a n y t h i n g e l s e f u r t h e r ? 

MR. CARROLL: I do n o t , Mr. Examiner. 

MR. STOGNER: Does anybody e l s e have a n y t h i n g 

f u r t h e r i n case number 10327? I f n o t , t h i s case 

w i l l be taken under advisement -- excuse me, not t o 

take i t under advisement. I t needs t o be c o n t i n u e d 

f o r two weeks t o a l l o w time t o lapse on the n o t i c e , 

so t h i s case w i l l be c o n t i n u e d t o June 2 7 t h . At 
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t h a t time i t w i l l be c a l l e d f o r any a d d i t i o n a l 

t e s t i m o n y or a n y t h i n g e l s e on the r e c o r d . At t h a t 

t i m e i t w i l l be taken under advisement. I r e t r a c t 

my e a r l i e r s t a t e m e n t . 

(The f o r e g o i n g case was concluded a t t h e 

approximate hour of 2:10 p.m.) 
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STATE OF NEW MEXICO ) 
) s s . 

COUNTY OF BERNALILLO ) 

REPORTER'S CERTIFICATE 

BE I T KNOWN t h a t t h e f o r e g o i n g t r a n s c r i p t o f 

t h e p r o c e e d i n g s were t a k e n by me, t h a t I was t h e n 

and t h e r e a C e r t i f i e d S h o r t h a n d R e p o r t e r and N o t a r y 

P u b l i c i n and f o r t h e County o f B e r n a l i l l o , S t a t e 

o f New M e x i c o , and by v i r t u e t h e r e o f , a u t h o r i z e d t o 

a d m i n i s t e r an o a t h ; t h a t t h e w i t n e s s b e f o r e 
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w h o l e t r u t h and n o t h i n g b u t t h e t r u t h ; t h a t t h e 

q u e s t i o n s p r o p o u n d e d by c o u n s e l and t h e answers o f 

t h e w i t n e s s t h e r e t o were t a k e n down by me, and t h a t 

t h e f o r e g o i n g pages o f t y p e w r i t t e n m a t t e r c o n t a i n a 

t r u e and a c c u r a t e t r a n s c r i p t as r e q u e s t e d by c o u n s e l 

o f t h e p r o c e e d i n g s and t e s t i m o n y had and adduced 

upon t h e t a k i n g o f s a i d d e p o s i t i o n , a l l t o t h e b e s t 

o f my s k i l l and a b i l i t y . 

I FURTHER CERTIFY t h a t I am n o t r e l a t e d t o 

no r employed by any o f t h e p a r t i e s h e r e t o , and have 

no i n t e r e s t i n t h e outcome h e r e o f . 
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