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Santa Fe, New Mexico 

This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , WILLIAM V. JONES, JR., 

Hearing Examiner, on Thursday, March 18th, 2 004, a t the New 

Mexico Energy, Minerals and Natural Resources Department, 

1220 South Saint Francis Drive, Room 102, Santa Fe, New 

Mexico, Steven T. Brenner, C e r t i f i e d Court Reporter No. 7 

f o r the State of New Mexico. 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

8:24 a.m.: 

EXAMINER JONES: Okay, l e t ' s c a l l Case 13,233, 

A p p l i c a t i o n of Yates Petroleum Corporation f o r approval of 

a u n i t agreement, Lea County, New Mexico. 

C a l l f o r appearances. 

MR. FELDEWERT: May i t please the Examiner, my 

name i s Michael Feldewert. I'm w i t h the Santa Fe o f f i c e of 

the law f i r m of Holland and Hart, appearing on behalf of 

the A p p l i c a n t i n t h i s case, Yates Petroleum Corporation, 

and I do not have any witnesses today. 

EXAMINER JONES: Any other appearances? There 

being none, go ahead, Mr. Feldewert. 

MR. FELDEWERT: Mr. Examiner, Yates i s here today 

seeking approval of the S t a t l e r State Exploratory U n i t by 

a f f i d a v i t , pursuant t o D i v i s i o n p o l i c y . This proposed u n i t 

i s comprised of 3839 acres of s t a t e land. I t ' s an area 

l o c a t e d approximately e i g h t miles northwest of Tatum, New 

Mexico. One hundred percent of the working i n t e r e s t i s 

owned by Yates or Marbob Energy Corporation and t h e i r 

a f f i l i a t e d companies, and a l l of the i n t e r e s t s have f u l l y 

committed t o the u n i t agreement. 

The area, as I mentioned, i s comprised e n t i r e l y 

of s t a t e lands. Therefore 100 percent of the r o y a l t y 

i n t e r e s t i s owned by the State of New Mexico. And Yates 
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proposes t o t e s t w i t h t h i s u n i t area from the surface t o 

the base of the Morrow formation w i t h a w e l l a t a standard 

l o c a t i o n . 

Yates E x h i b i t Number 1 i s the a f f i d a v i t of John 

Amiet. He's a petroleum g e o l o g i s t w i t h Yates Petroleum. 

He i d e n t i f i e s i n h i s a f f i d a v i t and discusses the p r o j e c t . 

I n p a r t i c u l a r , E x h i b i t G t o the a f f i d a v i t lays out h i s — a 

b r i e f summary f o r you of the geologic support f o r t h i s u n i t 

area. 

What we have attached t o Yates E x h i b i t Number 1 

as E x h i b i t A t o the a f f i d a v i t i s a f u l l y executed copy of 

the u n i t agreement. I t conforms t o the State of New Mexico 

Land O f f i c e form and, as I mentioned, i t has been f u l l y 

executed by a l l of the working i n t e r e s t s i n the u n i t area. 

E x h i b i t B t o the a f f i d a v i t i s a p l a t t h a t 

i d e n t i f i e s f o r you the u n i t area. The i n i t i a l t e s t w e l l 

w i l l be the S t a t l e r State U n i t Well Number 1. I t w i l l be 

loca t e d a t a standard gas w e l l l o c a t i o n i n Section 34, 660 

from the south l i n e and 1640 from the west l i n e , which 

would be U n i t N, as i n Nancy, of Section 34. 

E x h i b i t C t o the a f f i d a v i t i s the Schedule "B" t o 

the u n i t agreement t h a t i d e n t i f i e s the working i n t e r e s t s i n 

the area. And as I mentioned, a l l of the working i n t e r e s t 

has f u l l y committed t o the u n i t agreement. 

E x h i b i t D t o the a f f i d a v i t i s a l e t t e r from the 
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Commissioner of Public Lands g r a n t i n g t h e i r p r e l i m i n a r y 

approval t o the formation of t h i s u n i t . 

And as we move t o E x h i b i t E, t h a t begins the 

geologic p r e s e n t a t i o n . And y o u ' l l see t h a t i t i s a 

s t r u c t u r e map f o r the top of the A u s t i n member of the 

Mi s s i s s i p p i a n formation. The Atoka-Morrow sands are the 

main producing o b j e c t i v e . 

Mr. Amiet shows on t h i s map i n blue h i s 

p r o j e c t i o n of the sand channels. And these p r o j e c t i o n s are 

based not only on w e l l c o n t r o l but also seismic data t h a t 

they have i n the area. And i f y o u ' l l see the i n i t i a l t e s t 

w e l l up the r e i n Section 34 — and I'm on E x h i b i t E t o t h i s 

a f f i d a v i t — 

EXAMINER JONES: Okay, Mr. Feldewert, t h i s 

advertisement here says Sections — Okay, I'm on the r i g h t 

case here, 13,233, and i t ' s — the advertisement says 

Section 33, 34, 35. But t h i s map — Am I mixed up here? 

11 and 35 — 

MR. BROOKS: Well, i t appears t h a t the docket 

c o r r e c t l y r e f l e c t s but the advertisement does not inc l u d e 

the lands i n 12 South, 35 East. 

EXAMINER JONES: But i t includes c o r r e c t l y the 

lands i n 11 South, 3 5 East, but not the lands i n 12 South, 

35 East. 

MR. BROOKS: That would appear t o be — 
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EXAMINER JONES: So i t ' s j u s t a — 

MR. FELDEWERT: I see on the docket sheet — I'm 

lo o k i n g a t the A p p l i c a t i o n . The A p p l i c a t i o n i n c l u d e d a l l 

of the sections — 

EXAMINER JONES: The A p p l i c a t i o n included t h a t ? 

MR. FELDEWERT: Yeah. 

MR. BROOKS: I guess the question i s , what's i n 

the advertisement t h a t ' s published? 

EXAMINER JONES: Okay, here i t i s , r i g h t here. 

MR. FELDEWERT: And according t o what we sa i d t o 

the D i v i s i o n , i t d i d include those Sections 3, 4, 9 and 10. 

EXAMINER JONES: I thought I had i t here, but — 

I must have grabbed the wrong one here. This i s not — i t 

was published months ago. 

MR. BROOKS: 13,232. 

EXAMINER JONES: I t ' s j u s t a case of — so i t ' s 

i n — 

MR. BROOKS: I s t h e i r advertisement i n the f i l e ? 

EXAMINER JONES: Yes. 

MR. BROOKS: The A p p l i c a t i o n . . . 

EXAMINER JONES: The A p p l i c a t i o n has i t on — 

MR. BROOKS: Yeah. 

EXAMINER JONES: There i t i s , yeah. 

MR. BROOKS: The advertisement as submitted was 

c o r r e c t . I t h i n k we probably should check the 
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advertisement — the a f f i d a v i t , which we do not have here. 

I f you want t o take a b r i e f recess, I ' l l go u p s t a i r s and 

get t h a t from Florene. 

EXAMINER JONES: Okay, l e t ' s take a ten-minute 

recess. 

(Thereupon, a recess was taken a t 8:32 a.m.) 

(The f o l l o w i n g proceedings had a t 8:35 a.m.) 

EXAMINER JONES: Go back on the record, then. 

MR. BROOKS: Unfortunately, the published n o t i c e 

i s e x a c t l y the same as t h a t appearing i n the docket sheet. 

I t i s obviously the D i v i s i o n ' s mistake, but I t h i n k i t ' s 

going t o have t o be re - n o t i c e d . I t ' s u n f o r t u n a t e , but... 

MR. FELDEWERT: So the advertisement t h a t was 

sent out l e f t o f f the other sections? 

MR. BROOKS: Yes. 

MR. FELDEWERT: Well, I leave i t up t o you. We 

can re-present — We're going t o have t o continue i t t o 

what, A p r i l — 

MR. BROOKS: A p r i l 15th, I guess. 

EXAMINER JONES: A p r i l 1st. 

MR. BROOKS: Let's see, t h i s i s — 

EXAMINER JONES: Oh, yeah, A p r i l 15th. 

MR. BROOKS: Yeah, w e l l , i n order t o have 2 0 days 

t o p u b l i s h — 

MR. FELDEWERT: Yeah. 
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MR. BROOKS: — we would have t o go t o A p r i l 

15th. You don't have t o appear again, I don't t h i n k , 

though. Well, j u s t t o t e l l us t h a t — 

MR. FELDEWERT: Okay. Well, l e t me continue w i t h 

the p r e s e n t a t i o n , then, today, and — 

MR. BROOKS: Okay, I don't see any reason why we 

shouldn't. Go ahead. 

MR. FELDEWERT: Mr. Examiner, i f we j u s t go back 

t o E x h i b i t E t o t h i s a f f i d a v i t , t h i s i s a s t r u c t u r e map f o r 

the top of the A u s t i n member of the M i s s i s s i p p i f o r m a t i o n . 

Y o u ' l l see t h a t they've p r o j e c t e d i n blue the sand 

channels, which i s the main producing o b j e c t i v e , and the — 

l i k e I i n d i c a t e d before, t h i s was based on w e l l c o n t r o l and 

seismic data, and the i n i t i a l t e s t w e l l i s shown up th e r e 

i n the southwest quarter of Section 34, which i s l o c a t e d t o 

h o p e f u l l y i n t e r s e c t the sand channel up i n t h a t s e c t i o n . 

That w i l l be a t a standard l o c a t i o n . 

E x h i b i t F t o the a f f i d a v i t , you can p u l l i t out, 

otherwise i t ' s up t o you t o look a t i t l a t e r . I t ' s a 

s t r u c t u r e map, cross-section — s t r u c t u r a l c r o s s - s e c t i o n , 

A-A', as shown on E x h i b i t E t o the a f f i d a v i t , and y o u ' l l 

see t h a t i t shows i n yellow the p r o j e c t e d Morrow sands t h a t 

are going t o be tar g e t e d by the i n i t i a l t e s t w e l l . 

The f i n a l attachment t o t h i s a f f i d a v i t i s E x h i b i t 

G, which i s a geologic write-up f o r t h i s p r o j e c t . I t notes 
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t h a t no w e l l s have t e s t e d the Atoka-Morrow sands i n t h i s 

proposed u n i t area, but Yates believes t h e r e i s a p o t e n t i a l 

f o r channel sand development i n t h i s area. I t f u r t h e r 

notes t h a t t h i s i s a h i g h - r i s k p r o j e c t w i t h a p r i c e t a g of 

$1.5 m i l l i o n f o r the i n i t i a l w e l l . And what Yates i s i n 

essence doing here i s attempting t o economically develop 

Atoka-Morrow production on acreage where t h e r e has been no 

commercial production from any depth. 

Mr. Amiet i n h i s a f f i d a v i t t e s t i f i e s t h a t 

approval of t h i s u n i t and the development of t h i s u n i t area 

as proposed i n t h e i r u n i t plan i s i n the best i n t e r e s t s of 

conservation, the prevention of waste and the p r o t e c t i o n of 

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

We ask t h a t E x h i b i t Number 1 w i t h i t s attachments 

be admitted i n t o evidence, and we ask t h a t t h i s matter be 

taken under advisement, recognizing t h a t i t appears i t ' s 

going t o have t o be rea d v e r t i s e d f o r A p r i l 15th. 

EXAMINER JONES: Okay, l e t ' s admit E x h i b i t 1 i n t o 

evidence. 

And the only question I have i s , he's going 200 

f e e t down below the top of the A u s t i n . I f he h i t s 

a nything, what i m p l i c a t i o n w i l l t h a t have f o r t h i s u n i t ? 

MR. FELDEWERT: Well, I t h i n k the u n i t i z e d area 

i s from the surface t o the base of the Morrow fo r m a t i o n . 

EXAMINER JONES: So t h i s i s the top of the 

STEVEN T. BRENNER, CCR 
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A u s t i n . Okay, t h a t ' s a l l he intended t o do, but he t a l k e d 

h i s management i n t o going 2 00 f e e t deeper. So w i t h t h a t 

l e t 1 s — Do you have any other questions? 

MR. BROOKS: No. 

EXAMINER JONES: Let's go ahead and — 

MR. BROOKS: What we need t o do i s , r a t h e r than 

take i t under advisement, i s continue i t t o A p r i l 15th. 

EXAMINER JONES: Let's continue t h i s t i l l A p r i l 

15th, and a t t h a t time the case can be handled i n the 

absence of o b j e c t i o n . 

MR. FELDEWERT: Okay. That concludes our 

pr e s e n t a t i o n , Mr. Examiner. Thank you. 

EXAMINER JONES: Thank you. 

(Thereupon, these proceedings were concluded a t 

8:40 a.m.) 

* * * 
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