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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING CALLED BY 
THE OIL CONSERVATION DIVISION FOR THE 
PURPOSE OF CONSIDERING: 

APPLICATION OF YATES PETROLEUM 
CORPORATION FOR APPROVAL OF A UNIT 
AGREEMENT, LEA COUNTY, NEW MEXICO 

CASE NO. 13 ,638 

ORIGINAL 
REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING _ 
. <=> «=> era 

~n 
BEFORE: WILLIAM V. JONES, JR., Hearing Examiner S 

r—* 
CO 

February 2nd, 2006 
Z3 

Santa Fe, New Mexico H-* 
ro 

This matter came on fo r hearing before the New 

Mexico O i l Conservation Division, WILLIAM V. JONES, JR., 

Hearing Examiner, on Thursday, February 2nd, 2006, at 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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A P P E A R A N C E S 

FOR THE DIVISION: 

GAIL MacQUESTEN 
Deputy General Counsel 
Energy, Minerals and Natural Resources Department 
1220 South St. Francis Drive 
Santa Fe, New Mexico 87505 

FOR THE APPLICANT: 

HOLLAND & HART, L.L.P., and CAMPBELL & CARR 
110 N. Guadalupe, Suite l 
P.O. Box 2208 
Santa Fe, New Mexico 87504-2208 
By: OCEAN MUNDS-DRY 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

8:14 a.m.: 

EXAMINER JONES: Okay, w i t h t h a t w e ' l l c a l l Case 

— the f i r s t case of the morning, Case, 13,638, 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. 

MS. MUNDS-DRY: Good morning, Mr. Hearing 

Examiner. My name i s Ocean Munds-Dry w i t h the law f i r m of 

Holland and Hart. I'm here representing Yates Petroleum 

Corporation t h i s morning. 

EXAMINER JONES: Any other appearances? 

MS. MUNDS-DRY: Mr. Hearing Examiner, Yates seeks 

approval of the Hoyt State Exploratory U n i t t h i s morning 

and seeks approval of t h i s proposed 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 u n i t i s comprised of 7360 acres. We 

o r i g i n a l l y a d v e r t i s e d i t f o r 7520 acres, and t h a t included 

some f e d e r a l acreage which they've now taken out of the 

u n i t , so now i t c o n s i s t s only of s t a t e lands. And the 

c o r r e c t h o r i z o n t a l l i m i t s are l i s t e d i n E x h i b i t 1, which i s 

Mr. Amiet's a f f i d a v i t . 

EXAMINER JONES: So the acreage i s 7440 now? 

MS. MUNDS-DRY: I t i s now 7360 acres. 

EXAMINER JONES: Okay, the a c t u a l acreage i s i n 
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the a f f i d a v i t ? 

MS. MUNDS-DRY: That's c o r r e c t , Mr. Hearing 

Examiner. This u n i t i s located approximately seven miles 

southeast of Crossroads, New Mexico. And as I mentioned, 

E x h i b i t 1 i s the a f f i d a v i t of Mr. John Amiet. He 

i d e n t i f i e s the p r o j e c t , and as I mentioned he gives the 

c o r r e c t acreage and h o r i z o n t a l l i m i t s of the u n i t area. 

Attachment A t o the a f f i d a v i t i s the u n i t 

agreement, and i t conforms t o the State Land O f f i c e form. 

Attachment B t o the a f f i d a v i t i s a p l a t showing 

the u n i t boundary. I t , as I mentioned, i d e n t i f i e s the u n i t 

boundaries i n green. Yates proposes t o t e s t a l l formations 

from the surface t o the base of the M i s s i s s i p p i a n 

formation. The i n i t i a l t e s t w e l l w i l l be loc a t e d a t a 

standard l o c a t i o n 1650 from the south l i n e and 1650 from 

the east l i n e of Section 15, Township 10 South, Range 35 

East, and they propose t o go t o an approximate t o t a l depth 

of 12,800 f e e t . 

Attachment C t o the a f f i d a v i t i s a copy of the 

ownership breakdown. Ninety-nine percent of the working 

i n t e r e s t i s committed t o the u n i t , and I b e l i e v e t h a t ' s a l l 

Yates Petroleum Corporation's working i n t e r e s t , and a 

hundred percent of the r o y a l t y i s owned by the State of New 

Mexico. 

Attachment D t o the a f f i d a v i t i s a l e t t e r from 
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the Commissioner of Public Lands g i v i n g 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 . 

I f y o u ' l l t u r n t o Attachment E t o the a f f i d a v i t , 

i t ' s a middle Atoka net sand isopach. And as Mr. Amiet 

discusses i n h i s a f f i d a v i t , i t shows the i n t e r p r e t e d 

channel system which i n places seems t o develop i n t o d i s t a l 

fans. Y o u ' l l see t h a t there's only been one middle Atoka 

pr o d u c t i o n t h a t ' s outside of the u n i t , and t h a t i s shown by 

the purple c i r c l e t o the west of the u n i t , and t h a t was a 

Yates w e l l . I t ' s the Merle Number 1. There's been no 

Atoka prod u c t i o n i n s i d e of the u n i t boundary. 

Attachment F t o the a f f i d a v i t i s a s t r a t i g r a p h i c 

c r o s s - s e c t i o n map. I ' l l b r i e f l y go through the w e l l s here 

f o r you. Mr. Amiet shows the proposed Atoka sand t a r g e t i n 

yellow. As I mentioned, the Yates Merle Number 1 w e l l has 

p e r f o r a t e d sand i n t e r v a l s . I t had a cumulative p r o d u c t i o n 

of 17 MBO and 696 of MMCF. 

The next w e l l shown on the map i s the map i s the 

Yates Petroleum Royal Number l. That had poor sand, as you 

can see on the cross-section. 

The next w e l l i s the Humble w e l l , and t h a t had 30 

f e e t of good sand, but i t was never t e s t e d i n the Atoka. 

The f i n a l w e l l on the cro s s - s e c t i o n i s the Tom 

Brown w e l l . I t d i d have a d r i l l stem t e s t i n a s i m i l a r 

sand i n t e r v a l which recovered 564 of mud. 
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Yates E x h i b i t Number 2 i s the AFE, showing the 

proposed costs f o r the w e l l . Y o u ' l l see t h a t f o r a 

completed w e l l the cost w i l l be $2,970,300. 

And then f i n a l l y , Mr. Hearing Examiner, Yates 

E x h i b i t Number 3 i s the a f f i d a v i t of p u b l i c a t i o n . And I 

hope you have a readable copy. I f you do not, please l e t 

me know. 

EXAMINER JONES: Okay. 

MS. MUNDS-DRY: Mr. Amiet t e s t i f i e s t h a t t he 

development of t h i s u n i t area i s pursuant t o a u n i t p l a n , 

i s i n the best i n t e r e s t of conservation, the p r e v e n t i o n of 

waste and 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 . 

And w i t h t h a t , we'd ask t h a t Yates E x h i b i t s 

Number 1 through 3 be admitted i n t o evidence. 

EXAMINER JONES: Yates E x h i b i t s 1 through 3 w i l l 

be admitted i n t o evidence. 

This i s an Atoka 320-acre spacing t a r g e t , r i g h t ? 

MS. MUNDS-DRY: That's c o r r e c t , Mr. Examiner, 

yes. 

EXAMINER JONES: The o u t l i n e on the u n i t shows — 

oh, f o r instance, a couple of sections t h a t could not have 

a 320-acre spacing u n i t i n them, and — the State Land 

O f f i c e i s not — i s t h a t — does — those were p a r t of the 

lease or something, or — I n other words, t h a t l i t t l e — 

those l i t t l e 160 — l i k e the 160 acres i n , f o r instance — 
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w e l l , I can't read the sections here, but there's — even 

Section 24, down i n the lower r i g h t of the u n i t boundary, 

includes — i t looks l i k e you could put an Atoka spacing 

u n i t on top, but then i t ' s got the n o r t h h a l f of the south 

h a l f , you know. So the State Land O f f i c e doesn't mind 

doing t h a t ? 

MS. MUNDS-DRY: I can't speak f o r the State Land 

O f f i c e , Mr. Hearing Examiner. A l l I know i s , they d i d look 

a t the u n i t boundary and were comfortable w i t h i t , and — 

EXAMINER JONES: And they approved i t . 

MS. MUNDS-DRY: — and they gave t h e i r 

p r e l i m i n a r y approval, so — 

EXAMINER JONES: Okay. 

MS. MUNDS-DRY: — other than t h a t , I can't speak 

t o t h a t . 

EXAMINER JONES: And as f a r as t h a t goes, i t 

looks l i k e i t might be a good Atoka p o t e n t i a l t e s t f o r t h i s 

u n i t , so — 

MS. MUNDS-DRY: We hope so. 

EXAMINER JONES: — so — and these are not — 

t h i s i s not named a f t e r a country-western singer? 

MS. MUNDS-DRY: Unless i t 1 s a very o l d one, I 

don't know. 

EXAMINER JONES: Mr. Amiet — 

MS. MUNDS-DRY: You know Mr. Amiet l i k e s t o name 
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them a f t e r o l d country singers. 

G a i l , do you have any questions? 

MS. MacQUESTEN: No questions, thank you. 

EXAMINER JONES: Okay. 

MS. MUNDS-DRY: We'd ask t h i s case be taken under 

advisement. 

EXAMINER JONES: Okay. With t h a t , w e ' l l take 

Case 13,638 under advisement. 

(Thereupon, these proceedings were concluded a t 

8:22 a.m.) 

* * * 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 
) ss. 

COUNTY OF SANTA FE 

I , Steven T. Brenner, C e r t i f i e d Court Reporter 

and Notary Public, HEREBY CERTIFY that the foregoing 

t r a n s c r i p t of proceedings before the O i l Conservation 

Division was reported by me; that I transcribed my notes; 

and th a t the foregoing i s a true and accurate record of the 

proceedings. 

employee of any of the parties or attorneys involved i n 

t h i s matter and that I have no personal i n t e r e s t i n the 

f i n a l d isposition of t h i s matter. 

I FURTHER CERTIFY that I am not a r e l a t i v e or 

WITNESS MY HAND AND SEAL February 2nd, 2006. 

STEVEN T. BRENNER 
CCR No. 7 

My commission expires: October 16th, 2006 
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