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This matter came on f o r hearing before t h e New 

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

Hearing Examiner, on Thursday, August 7 t h , 2003, a t the New 

Mexico Energy, Minerals and Nat u r a l 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 

9: 28 a.m.: 

EXAMINER JONES: Next case, l e t ' s c a l l Case 

13,045, which i s the A p p l i c a t i o n of Yates Petroleum 

Corporation f o r an unorthodox i n f i l l o i l w e l l l o c a t i o n , 

Chaves County, New Mexico. This i s reopened and 

r e a d v e r t i s e d and continued from J u l y the 10th. 

C a l l f o r appearances i n t h i s case. 

MR. CARR: May i t please the Examiner, my name i s 

W i l l i a m F. Carr w i t h the Santa Fe o f f i c e of Holland and 

Hart, L.L.P. We represent Yates Petroleum Corporation i n 

t h i s matter, and I have one witness. 

EXAMINER JONES: Any other appearances i n t h i s 

case? 

You may go ahead. 

MR. CARR: May i t please the Examiner, my witness 

i s Tim M i l l e r , and I would ask t h a t the rec o r d r e f l e c t t h a t 

Mr. M i l l e r was p r e v i o u s l y sworn i n the immediate preceding 

case and t h a t h i s q u a l i f i c a t i o n s as an expert witness i n 

petroleum geology have been accepted and made a matter of 

reco r d before the D i v i s i o n . 

EXAMINER JONES: Okay, w e ' l l have h i s c r e d e n t i a l s 

and sworn testimony accepted. 

MR. CARR: Mr. Jones, the A p p l i c a t i o n i n t h i s 

case has a p o t e n t i a l l y confusing h i s t o r y , and i t might be 
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h e l p f u l i f a t the beginning I j u s t b r i e f l y summarize how we 

go t o t h i s p o i n t today. 

EXAMINER JONES: Please do. 

MR. CARR: On the 10th of March t h i s year, Yates 

Petroleum Corporation f i l e d an a d m i n i s t r a t i v e a p p l i c a t i o n 

seeking approval of the w e l l l o c a t i o n t h a t ' s before you 

here today, and i n t h a t a p p l i c a t i o n t h e r e was a sentence 

t h a t read something l i k e t h i s : I t says i n the event the 

w e l l i s completed i n the Abo format i o n , i t would be 

governed by the Pecos Slope-Abo Pool Rules. There are 

s p e c i a l r u l e s governing t h a t Pecos Slope-Abo Gas Pool, and 

those r u l e s provide t h a t any a p p l i c a t i o n f o r an unorthodox 

l o c a t i o n must go t o hearing. 

Because of t h a t , on the 18th of March the 

D i v i s i o n wrote Yates and s t a t e d the A p p l i c a t i o n was being 

set f o r hearing. Following t h a t I conferred w i t h Mr. 

Stogner. Yates was the o r i g i n a l a p p l i c a t i o n i n the case 

when the Pecos Slope-Abo Pool Rules were accepted. They 

were seeking i n f i l l l o c a t i o n s , t h e r e were questions about 

c o r r e l a t i v e r i g h t s , and t h a t i s why when t h a t A p p l i c a t i o n 

was approved, t h a t s p e c i a l hearing requirement was 

contained i n those r u l e s . 

And I discussed the matter w i t h Mr. Stogner, and 

what we d i d was, we f i l e d an a p p l i c a t i o n t o amend the Pecos 

Slope-Abo Pool Rules t o de l e t e t h a t requirement and then 
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ask t h a t t h i s application be dismissed and i t was. 

In the meantime while we were waiting t o go 

hearing on the pool r u l e part of the case, addressing the 

Pecos Slope-Abo, Yates amended the application and r e f i l e d 

i t , and r e f i l e d i t only f o r the o i l zone, the Pecos Slope-

Penn, which i s the matter before you today. And when th a t 

Application was received, the Division reopened the case 

and set i t back on the docket t o address j u s t the 

Pennsylvanian o i l zone. And i n the meantime we have 

continued the case a number of times. 

I t was our hope that the rules would be changed, 

th a t we could amend our administrative f i l i n g and avoid 

ever coming to hearing on t h i s , but the change i n the Pecos 

Slope-Abo Pool Rules do i t a l l i n an amended application. 

We have gotten to the point where we are ready to 

go forward with the w e l l , and so that i s the reason we're 

coming here today to present t o you our case on the Pecos 

Slope-Pennsylvanian Pool. And then i f , i n f a c t , as we said 

at the beginning, i n the event the Abo should ever become a 

ta r g e t , we would come back to you at that time, and 

hopefully by tha t time the rules w i l l have been changed and 

we could handle that administratively. 

So what we're here today i s , a f t e r t h i s long 

h i s t o r y , we're g e t t i n g ready to d r i l l the w e l l , and we need 

t o go forward and ask f o r approval t o — of an unorthodox 
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l o c a t i o n i n the Penn. 

The second a d m i n i s t r a t i v e a p p l i c a t i o n , t h e one 

j u s t addressing the Penn, the one t h a t ' s before you today, 

was set f o r hearing because the D i v i s i o n f e l t we needed t o 

present subsurface mapping and cross-sections and discuss 

t h i s l o c a t i o n i n greater d e t a i l , and t h a t ' s what Mr. M i l l e r 

i s here t o do. Okay? 

TIM MILLER. 

the witness h e r e i n , having been p r e v i o u s l y d u l y sworn upon 

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

DIRECT EXAMINATION 

BY MR. CARR: 

Q. State your name f o r the record. 

A. My name i s Tim M i l l e r . 

Q. Mr. M i l l e r , you're f a m i l i a r w i t h t he s u b j e c t 

matter of t h i s case? 

A. Yes, I am. 

Q. You've made a g e o l o g i c a l study of the area which 

i s t h e s u b j e c t of the A p p l i c a t i o n ? 

A. Yes, I have. 

Q. Are you prepared t o share the r e s u l t s of your 

work w i t h Mr. Jones? 

A. Yes, I am. 

Q. B r i e f l y summarize what i t i s t h a t Yates seeks 

w i t h t h i s A p p l i c a t i o n . 
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A. Yates Petroleum seeks approval of an unorthodox 

i n f i l l o i l w e l l l o c a t i o n i n the Pecos Slope-Pennsylvanian 

Pool f o r i t s proposed George Federal "QJ" Well Number 11, 

t o be d r i l l e d 2080 f e e t from the n o r t h l i n e and 13 50 from 

the west l i n e i n U n i t F of Section 26, Township 6 South, 

Range 25 East. 

Q. W i l l t h i s be the second w e l l on the 320-acre 

we s t - h a l f spacing u n i t ? 

A. Yes, i t w i l l . 

Q. The o r i g i n a l w e l l on t h a t spacing u n i t i s which 

w e l l ? 

A. The o r i g i n a l w e l l on the spacing u n i t i s the 

George "QJ" Federal Well Number 10, which i s 660 from the 

south l i n e and 1500 f e e t from the west l i n e . 

Q. What r u l e s today govern development of the Pecos 

Slope-Pennsylvanian Pool? 

A. The r u l e s t h a t develop t h i s are s p e c i a l pool 

r u l e s f o r the Pecos Slope-Pennsylvanian Pool, adopted by 

Order Number R-ll,721-A, dated A p r i l 28th, 2003, and they 

p r o v i d e f o r 320-acre o i l spacing and au t h o r i z e s an i n f i l l 

w e l l i n the q u a r t e r s e c t i o n other than the q u a r t e r s e c t i o n 

c o n t a i n i n g the o r i g i n a l w e l l . 

Q. And today the George "QJ" Federal Well Number 11, 

the w e l l t h a t ' s the subject of t h i s hearing, i s the i n f i l l 

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

STEVEN T. BRENNER, CCR 
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A. Yes, i t i s . 

Q. Now, you're aware the A p p l i c a t i o n was o r i g i n a l l y 

f i l e d f o r a d m i n i s t r a t i v e approval? 

A. Yes. 

Q. And you heard me summarize the h i s t o r y of how we 

got here today? 

A. Right. 

Q. Would you i d e n t i f y the documents — j u s t i d e n t i f y 

them — t h a t are contained i n Yates E x h i b i t Number 1? 

A. Okay. O r i g i n a l l y submitted on March 10th, 2003, 

f o r t h e unorthodox l o c a t i o n i n the Pecos Slope-

Pennsylvanian Pool and the Pecos Slope-Abo Gas Pool. The 

document which i s E x h i b i t 1 i s the A p p l i c a t i o n l e t t e r 

submitted on March 10th. 

Q. This i s the l e t t e r from the OCD s e t t i n g the 

o r i g i n a l case f o r hearing, corr e c t ? 

A. Yes, yes. 

Q. And then behind t h a t are v a r i o u s other l e t t e r s 

and orders t h a t simply support the m a t e r i a l I reviewed i n 

the opening statement; i s t h a t r i g h t ? 

A. Yes, they are. 

Q. Let's j u s t go on t o what has been marked as Yates 

E x h i b i t Number 2, and I ' d ask you t o i d e n t i f y t h a t and 

review t h a t f o r Mr. Jones. 

A. Okay, E x h i b i t Number 2 shows you where our w e l l 

STEVEN T. BRENNER, CCR 
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i s going t o be d r i l l e d i n Section 26 i n the northwest 

q u a r t e r of 6 South, 2 5 East. Once again, i t i s unorthodox 

because i t ' s 2080 f e e t from the n o r t h , and b a s i c a l l y we are 

proposing t o d r i l l t h i s one i n t o t h i s Pennsylvanian-Cisco 

zone. 

Q. And t h i s map also shows i n the southwest q u a r t e r 

the l o c a t i o n of the o r i g i n a l w e l l , t he George "QJ" Federal 

Well Number 10? 

A. Yes, i t does. 

Q. What i s E x h i b i t Number 2? 

A. E x h i b i t Number 2 — 

Q. I'm s o r r y , E x h i b i t Number 3? 

A. E x h i b i t Number 3 i s Yates' acreage c o l o r e d i n 

ye l l o w , and b a s i c a l l y we have a l l o f f s e t t i n g acreage t h a t 

we own here. B a s i c a l l y — i t ' s not on the p l a t , but the 

proposed w e l l , the George "QJ" Number 11, w i l l be up i n the 

northwest q u a r t e r of Section 26, and again we have a l l 

acreage surrounding t h i s George Number 11. 

Q. The west h a l f of Section 26 i s , i n f a c t , one 

f e d e r a l lease, i s i t not? 

A. Yes. 

Q. And t h i s w e l l l o c a t i o n i s unorthodox because i t 

i s 100 f e e t c l o s e r t o the c e n t e r l i n e of the spacing u n i t 

than a u t h o r i z e d by the s p e c i a l pool r u l e s f o r t h e p o o l ; i s 

t h a t r i g h t ? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



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 

11 

A. Yes, i t i s . 

Q. And the w e l l only encroaches on other acreage 

dedicated t o the w e l l and acreage i n which the ownership 

would be common? 

A. Yes, i t does. 

Q. There were no a f f e c t e d p a r t i e s , t h e r e f o r e , t o 

n o t i f y of the unorthodox l o c a t i o n under the D i v i s i o n Rules? 

A. No, t h e r e weren't. 

Q. Let's go t o E x h i b i t Number 4, and I ' d ask you t o 

f i r s t i d e n t i f y i t and then review the i n f o r m a t i o n on the 

e x h i b i t f o r the Examiner. 

A. Okay, E x h i b i t Number 4 i s a gross isopach of what 

we c a l l the George-Cisco zone, which i s producing i n f o u r 

w e l l s on t h i s p l a t : the George Number 10 which i s i n the 

southwest q u a r t e r of Section 26, the George Number 9 which 

i s i n t h e northwest quarter of Section 35, the George "QJ" 

Federal 2Y, which i s i n the southeast q u a r t e r of Section 

25, and then the Powers "OL" Deep FE Number 6, which i s i n 

the southwest q u a r t e r of Section 27. These are the f o u r 

w e l l s t h a t are producing from t h i s George-Cisco zone i n 

t h i s Pennsylvanian Pool. 

What you're l o o k i n g a t i s a gross isopach or 

gross thickness map of t h i s carbonate i n t e r v a l i n the 

Cisco. This i s a limestone i n t e r v a l , and on subsurface 

data so f a r where we are going t o p o s i t i o n our George 

STEVEN T. BRENNER, CCR 
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Number 11, j u s t gross thickness of the limestone, we w i l l 

have somewhere i n the area of 25 f e e t or more t o — of 

th i c k n e s s of the limestone. This subsurface, datawise, 

presents t h a t t h i s w i l l be the best spot f o r the l o c a t i o n 

of t h i s w e l l . 

Q. And t h i s i s your mapping of t h i s i n t e r v a l ? 

A. Yes, i t i s . 

Q. And i t ' s based on w e l l - c o n t r o l i n f o r m a t i o n ? 

A. Yes. 

Q. Did you also i n t e g r a t e seismic data i n t o t h i s 

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

A. Not i n t o t h i s i n t e r p r e t a t i o n . 

Q. Let's go t o E x h i b i t Number 5. 

A. E x h i b i t Number 5 i s a net p o r o s i t y c u t o f f map of 

g r e a t e r than 4 percent, and t h i s i s the general t r e n d of 

the way we t h i n k t h i s George-Cisco i n t e r v a l t r e n d s . Once 

again, where the George 11 i s proposed, these are two-foot 

contour i n t e r v a l s t o be a l i t t l e more p r e c i s e so we 

h o p e f u l l y can narrow down where t h i s zone goes. 

Where we are p o s i t i o n i n g our George Number 11, we 

w i l l have somewhere between b a s i c a l l y 10-plus f e e t of a net 

p o r o s i t y of gr e a t e r than 4 percent; 4 percent, normally, i n 

carbonates, i s k i n d of the l e a s t economic c u t o f f you can 

use. I f you get 4 percent or b e t t e r — you know, of course 

you'd l i k e t o have b e t t e r , but t h a t ' s about the lowest t h a t 
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maybe w i l l s t i l l produce a good w e l l . So t h a t ' s b a s i c a l l y 

what t h i s map i s p r o j e c t e d on. 

Q. On t h i s map you have tra c e s f o r two cross-

s e c t i o n s , A-A', correc t ? 

A. Yes, I do. 

Q. Let's go t o E x h i b i t Number 6, c r o s s - s e c t i o n A-A1, 

and I ask you t o review t h a t f o r Mr. Jones. 

A. You might want t o have, again, your E x h i b i t 

Number 5 out so you can see the t r a c e of the c r o s s - s e c t i o n 

over the area. 

Okay, cross-section A-A' b a s i c a l l y runs from west 

t o east. S t a r t i n g on the l e f t - h a n d s i d e , we go over and 

s t a r t i n Section 28, a Yates Petroleum w e l l c a l l e d the Red 

Rock "NB" Federal Number 1 i n Section 28. 

What you are loo k i n g a t i n t h i s c r o s s - s e c t i o n , 

t h i s c r o s s - s e c t i o n i s j u s t a cros s - s e c t i o n of t h i s George-

Cisco i n t e r v a l . Colored i n blue i s the gross thickness of 

the i n t e r v a l t h a t was shown on one of the previous 

e x h i b i t s , t he gross isopach, and the w e l l s t h a t do produce 

you have the p e r f o r a t i o n s t h a t are colored i n red and 

marked, and then we also have colored the neutron d e n s i t y 

p o r o s i t y crossover i n the w e l l s where i t does produce from. 

S t a r t i n g again on the l e f t - h a n d s i d e , the Red 

Rock "NB" Fed Number 1, t h i s i s the f u r t h e s t west of any 

deep w e l l s t h a t were d r i l l e d down through t h i s i n t e r v a l 
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i n t o basement. Up u n t i l we d r i l l e d the Georges 9 and 10 

and deepened the o l d Abo w e l l s of the Powers 6 and the 

George 2Y, these b a s i c a l l y were a l l Abo w e l l s i n t h i s area. 

There was no deep production, nobody had t e s t e d anything 

deeper below the Abo. 

You can see i n the Red Rock you have the 

carbonate zone, but you b a s i c a l l y don't have any p r o d u c t i v e 

p o r o s i t y i n i t . I t ' s j u s t b a s i c a l l y zero percent. 

Moving t o the r i g h t , t o the next w e l l , i t ' s the 

Powers OL Deep Federal Number 6. This was an o l d Abo w e l l 

t h a t we deepened t o basement. We found the zone. As you 

can see, i t ' s a l i t t l e over 10 f e e t t h i c k , and we have 

around 6 f e e t of p o r o s i t y , neutron d e n s i t y p o r o s i t y 

crossover, probably averaging around 8.5 t o 9 percent, and 

i t i s p e r f ' d out of t h a t zone. I t went on p r o d u c t i o n i n 

October of l a s t year, and t h i s i s pr o d u c t i o n through May of 

t h i s year. This i s the — probably as f a r as the o i l goes, 

the poorest of the w e l l s . I t so f a r has made 1933 b a r r e l s 

of o i l , 72 m i l l i o n cubic f e e t of gas and 1639 b a r r e l s of 

water. 

Moving on t o the next w e l l , which i s the George 

"QJ" Federal Deep Com Number 2Y, t h i s i s another o l d Abo 

w e l l t h a t we deepened. We found a l i t t l e t h i c k e r i n t e r v a l 

of t he carbonate, t h i c k e r i n t e r v a l of the neutron d e n s i t y . 

We have p e r f ' d i n i t . I t ' s a l i t t l e b e t t e r w e l l . 
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Cumulative prod u c t i o n i s lower, over 8000 b a r r e l s of o i l . 

Gas so f a r , i t ' s made 102 m i l l i o n . And i t ' s made 53,000 

b a r r e l s of water. I t went on produc t i o n i n June of 2002, 

and t h i s i s the production up through May of t h i s year. 

The cros s - s e c t i o n goes through the p r o j e c t e d 

proposed l o c a t i o n of the George Federal 11, and we're 

hoping t o encounter the same thickness and h o p e f u l l y the 

same neutron d e n s i t y net p o r o s i t y t h a t we might have i n the 

George 2Y, and then we have b e t t e r over i n the George 10, 

which i s t o the r i g h t of t h i s . 

I f you move over t o the George 10, t h i s was the 

f i r s t w e l l t h a t was d r i l l e d out here a l l t he way t o the 

basement. As you can see, i t i s a very good w e l l . To give 

you a l i t t l e h i s t o r y on t h i s w e l l , we completed i n t h i s 

f o r m a t i o n . The f i r s t two days the w e l l b a s i c a l l y made i n 

the area of 2 t o 3 m i l l i o n cubic f e e t of gas per day, never 

produced a drop of o i l . And t h i s may sound b i b l i c a l , but 

on t h e t h i r d day i t turned around and was f l o w i n g 500-plus 

b a r r e l s of o i l a day and about 2 m i l l i o n cubic f e e t of gas. 

Surprised Yates Petroleum, they've never had a w e l l do t h i s 

t o them. 

Anyhow, as you can see, i t ' s made, so f a r , from 

August of 2001 t o May of 2003, 164,000 b a r r e l s of o i l . I t 

i s s t i l l f l o w i n g , i t does not have a pumpjack on i t y e t . 

I t ' s made 136 m i l l i o n cubic f e e t of gas and only 13 6 
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b a r r e l s of water. 

The next w e l l we d r i l l e d out t h e r e t o the r i g h t 

i s t he George Number 9. Once again, good carbonate 

t h i c k n e s s i n t e r v a l . I t ' s got a very good p o r o s i t y i n i t , 

j u s t t o t e l l you where you see the crossover c o l o r e d , t h a t 

p o r o s i t y on t h a t s o l i d l i n e , which i s the d e n s i t y curve, i s 

j u s t over the 22-percent mark. E y e b a l l i n g j u s t t h e average 

p o r o s i t y , t h i s w e l l has an average of about 18 percent, 

which i s very good. This w e l l w i l l probably surpass the 

George 10. I t i s a c t u a l l y the best w e l l out t h e r e . Even 

though i t s t a r t e d a l i t t l e l a t e r , i n January of 2002, i t 

has made so f a r 109,000 b a r r e l s of o i l , 172 m i l l i o n cubic 

f e e t of gas, and no water. And once again, t h i s i s f l o w i n g 

under i t s own power so f a r . 

The l a s t w e l l on the c r o s s - s e c t i o n i s j u s t t o the 

east. You can see where the zone b a s i c a l l y t h i n s out. 

I t ' s t h e Cottonwood Ranch MK State Number 6. We have some 

of t h e carbonate, we have a l i t t l e development of the 

p o r o s i t y , but then t h i s i s nonproductive. 

So t h i s east-west c r o s s - s e c t i o n gives you an idea 

where t h e f o u r p r o d u c t i v e w e l l s are, and the two best w e l l s 

are the George 9 and 10. 

Q. Let's go t o cross-section B-B', E x h i b i t Number 7. 

A. Cross-section B-B' i s b a s i c a l l y a n o r t h - t o - s o u t h 

c r o s s - s e c t i o n . S t a r t i n g on the l e f t - h a n d side of the paper 
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w i t h Yates Petroleum's Cottonwood Federal Number 5, which 

was a northeast o f f s e t t o the o r i g i n a l George 10, t h i s 

d i s a p p o i n t e d us. We encountered the carbonate i n t e r v a l , as 

you can see colored i n blue, but we had very l i t t l e 

p o r o s i t y development i n the w e l l . Otherwise t h i s was 

uneconomic i n t h i s w e l l . I t i s producing uphole out of the 

Abo sands. 

The c r o s s - s e c t i o n , again, runs through the 

proposed l o c a t i o n of the George 11, and we would hope t o 

have p o r o s i t y , t h a t i s , i n the next w e l l , which i s the 

George 10, which you have heard about before. The George 

9, which i s t o the r i g h t , and of course t h i s i s moving 

south southwest. 

The next w e l l i s the Sacra "SA" Com Number 7 

[ s i c ] i n the northeast quarter of Section 34. You can see 

we're on the edge of t h i s carbonate i n t e r v a l . We only have 

about e i g h t f e e t of t o t a l thickness of the limestone 

i t s e l f , and b a s i c a l l y no p o r o s i t y i n i t . 

Q. And t h a t ' s the Number 17, r i g h t ? 

A. That's the Sacra "SA" Com Number 17. 

The next w e l l i s — moving t o the southeast of 

the 17, i s the Sacra "SA" 21. Again, we encountered the 

carbonate i n t e r v a l , which i s a limestone, but once again no 

p o r o s i t y development. 

The next w e l l i s an o l d w e l l , which i s the Five 
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M i l e Draw Federal Number 1. This w e l l was d r i l l e d i n the 

e a r l y 1980s — or a c t u a l l y , I should say the l a t e 1970s, 

1979, I t h i n k . They d r i l l e d i t t o basement, one of the 

r a r e w e l l s out here t h a t Yates Petroleum a c t u a l l y d r i l l e d 

a l l t he way t o basement. 

They found the i n t e r v a l . I t i s p e r f ' d i n t h e r e . 

We t h i n k maybe what happened, we apparently had no 

mudlogging u n i t on t h i s w e l l . Back then, i n the l a t e 

1970s, e a r l y 1980s, most companies, i n c l u d i n g us, i f you 

d r i l l e d Abo w e l l s , you d i d not have a mudlogger on the 

w e l l . You d r i l l e d t o a c e r t a i n depth, which you thought 

you could d r i l l through a l l the Abo sands, then you ran 

your e-logs and p e r f o r a t e d . Apparently t h i s was one of the 

few w e l l s we thought t o take deeper. 

What we d i d — and I t h i n k — we b a s i c a l l y , f o r 

l a c k of a more s c i e n t i f i c term, screwed up the completion 

of t h i s i n t e r v a l . We i n i t i a l l y d i d n ' t — we p e r f o r a t e d i t 

and I t h i n k h i t i t w i t h a l i g h t cicid j o b , d i d n ' t get much 

out of i t , so we decided t o g e l - f r a c i t , and I t h i n k what 

ended up probably happening, we s t i l l d i d n ' t get anything 

out of i t . We probably j u s t plugged up a l l the 

p e r m e a b i l i t y i n the t h i n g . 

So t h a t i s one w e l l t h a t , l o o k i n g a t i t , i t has 

a l l t he earmarks t h a t i t should have been a p r o d u c t i v e w e l l 

out o f t h i s zone, but i t doesn't do i t . And I t h i n k we 
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j u s t — Back then, of course, we d i d n ' t know — we d i d not 

have the data we have now on the George 9 and 10, and we 

j u s t d i d n ' t know what we were — and not having a mudlogger 

on i t d i d not help the s i t u a t i o n . 

The l a s t w e l l on the c r o s s - s e c t i o n i s the Five 

M i l e Draw LX Federal Com Number 2, which i s d i r e c t l y t o the 

west of the Five M i l e Draw Number 1 I j u s t got t a l k i n g 

about. We d i d encounter the carbonate, and we a c t u a l l y 

p e r f o r a t e d what you see, very l i t t l e p o r o s i t y development, 

but since t h i s was a r e l a t i v e l y new w e l l out t h e r e we 

decided, w e l l , l e t ' s j u s t t r y i t . We got a t r a c e of gas 

out of t h a t one. And you can see why you have a t r a c e of 

gas, you have very l i t t l e p o r o s i t y development. There's 

j u s t enough i n i t t o say you're r i g h t on the edge of 

probably the t r e n d of t h i s carbonate. 

Q. Mr. M i l l e r , Yates i s proposing t o d r i l l t h i s w e l l 

a t an unorthodox l o c a t i o n t h a t i s j u s t 100 f e e t from 

standard l o c a t i o n ? 

A. Yes, i t i s . 

Q. Could you e x p l a i n t o the Examiners why Yates i s 

proposing t o d r i l l t h i s w e l l a t t h i s l o c a t i o n ? 

A. We are proposing t o d r i l l t h i s w e l l a t t h i s 

l o c a t i o n on the p l a t s t h a t are the net p o r o s i t y isopach and 

the gross isopach. 

On subsurface data, the best l o c a t i o n — 
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Subsurface data says t h a t the best l o c a t i o n would have been 

a standard l o c a t i o n of 1980 from the n o r t h and 1980 from 

the west. 

We have r e c e n t l y , l a s t summer, ran a new, very 

s e n s i t i v e seismic technology experiment going on out here, 

shot a 3-D. And t h a t 3-D has sa i d t h a t t he best place t o 

h i t t h i s carbonate zone f o r the best p o r o s i t y i s a t 208 0 

f e e t from the n o r t h l i n e , making i t 100 f e e t — you know, 

making i t unorthodox, as opposed — O r i g i n a l l y we had put 

i t subsurfacewise a t 1980. 

When we analyzed the 3-D data on t h i s new 

technology we are t r y i n g , which i s very p r o p r i e t a r y r i g h t 

now, i t s a i d — we have come out w i t h t h r e e w e l l s t o d r i l l 

on t h i s 3-D seismic. The best one, the f i r s t one t o d r i l l , 

i s t h i s George Number 11, and the best place t o t r y t o h i t 

the p o r o s i t y zone made us move i t 2080 f e e t — made us put 

i t unorthodox. 

So t h a t ' s why we are p u t t i n g i t — That's why i t 

i s i n an unorthodox l o c a t i o n , because i t i s on the new 

technology, we're t r y i n g t o see i f i t ' s going t o work on 

t h i s 3-D seismic. 

Q. Mr. M i l l e r , by moving t o t h i s unorthodox 

l o c a t i o n , t h e w e l l only encroaches on p r o p e r t y where the 

ownership i s e x a c t l y the same as the ownership i n the w e l l 

a t t h a t l o c a t i o n ? 
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A. Yes, i t does. 

Q. And t h i s technology t e l l s you t h a t i f you move 

100 f e e t , as you're proposing, you w i l l encounter a b e t t e r 

s e c t i o n i n t h e r e s e r v o i r ? 

A. Yes, we w i l l . 

Q. And by d r i l l i n g t h i s w e l l a t t h i s l o c a t i o n , i t 

als o a f f o r d s Yates an o p p o r t u n i t y t o t e s t t h i s technology? 

A. Yes, i t does. 

Q. I n your o p i n i o n , w i l l approval of the A p p l i c a t i o n 

and d r i l l i n g the w e l l a t the proposed l o c a t i o n be i n the 

best i n t e r e s t of conservation, the pre v e n t i o n of waste and 

the p r o t e c t i o n of c o r r e l a t i v e r i g h t s ? 

A. Yes, i t w i l l . 

Q. W i l l i t enable Yates t o f i n e - t u n e t he technology 

i t ' s u s ing t o develop t h i s resource i n t h i s area? 

A. Yes, i t w i l l . 

Q. Were E x h i b i t s 1 through 7 prepared by you, or 

have you reviewed them and can you t e s t i f y as t o t h e i r 

accuracy? 

A. Yes, they were. 

MR. CARR: At t h i s time, Mr. Jones, we move the 

admission i n t o evidence of Yates E x h i b i t s 1 through 7. 

EXAMINER JONES: E x h i b i t s 1 through 7 w i l l be 

admitted t o evidence. 

MR. CARR: And t h a t concludes my d i r e c t 
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examination of Mr. Jones — of Mr. M i l l e r . 

EXAMINER JONES: Of Mr. M i l l e r . 

MR. CARR: I ' l l save my questions f o r you. 

EXAMINATION 

BY EXAMINER JONES: 

Q. Mr. M i l l e r , so the new and p r o p r i e t a r y seismic 

doesn't i n d i c a t e t h a t you should move the w e l l a l i t t l e b i t 

t o t h e west? 

A. No. Like I sa i d , we're t r y i n g a new system on 

t h i s 3-D. Nobody's ever t r i e d i t before. 

Our g e o p h y s i c i s t , who — t h i s i s going t o strange 

— no longer works f o r us, he went on t o what he thought i s 

b e t t e r place t o work, b a s i c a l l y , he — but he's a very good 

g e o p h y s i c i s t — he thought a f t e r serious a n a l y s i s of the 

3-D t h a t p u t t i n g i t t o make i t — was the best place t o see 

i f t h i s technology w i l l work, because what we have done, 

t r y i n g t o t r a c k down t h i s zone, we have b a s i c a l l y d r i l l e d 

— w e l l , we have d r i l l e d two very good w e l l s , t he Georges 9 

and 10. 

We deepened two o l d Abo w e l l s , t he Powers Number 

6 and the George 2Y, which are very poor w e l l s , and the — 

i f you look a t — l e t ' s j u s t use E x h i b i t Number 4, or 

E x h i b i t Number 5, whichever one you're l o o k i n g a t . I'm 

lo o k i n g a t Number 4. 

You see where the proposed l o c a t i o n i s , George 
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Number 11. The w e l l o f f t o the southeast, the Cottonwood 5 

— now t h i s was j u s t on t r y i n g t o do i t subsurfacewise on 

data — we s t r u c k out, we d i d not encounter a p r o d u c t i v e 

zone. 

The w e l l over i n the northwest q u a r t e r of 36, the 

Cottonwood Ranch MK State Number 6, the same t h i n g . We 

encountered the limestone, but we d i d not get any p o r o s i t y . 

Struck out t h e r e . 

Sacra 17 i n the northeast q u a r t e r of 34, same 

t h i n g : found the carbonate, not the p o r o s i t y . 

I n Section 35, southwest q u a r t e r , the Sacra 21, 

same t h i n g : found the carbonate, no p o r o s i t y . 

And then of course the Five M i l e Draw Number 2, 

which i s the southwest quarter of 34, found the carbonate, 

no p o r o s i t y . 

So t h a t 1 s we decided we needed some e x t r a help 

out here i n s t e a d of j u s t d r i l l i n g b l i n d , b a s i c a l l y . 

Subsurface r e a l l y wasn't doing the t r i c k . We c o n t r a c t e d t o 

run a 3-D, and we t r i e d a very new — what we have come up 

w i t h , experimental process on the recommendation of our 

g e o p h y s i c i s t . 

And a f t e r t h a t was a l l s a i d and done and he 

analyzed i t thoroughly, t h a t ' s b a s i c a l l y why the George 11 

i s going where i t ' s going. 

Q. Okay. And you can a f f o r d t o run t h a t 3-D seismic 
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and process i t t o look f o r these — 

A. Yes, and l i k e I s a i d , we are b a s i c a l l y going t o 

d r i l l t h r e e w e l l s out t h e r e , and t h i s was the best of the 

t h r e e , t o t r y t o see i f t h i s technology w i l l work. 

Q. Okay. The contours, do you draw those by hand, 

or do you have a computer t h a t draws them? 

A. They — I i n i t i a l l y draw them by hand, and then a 

lady scans them. And so they're as close as you can get t o 

my o r i g i n a l hand-drawn maps. They're scanned i n t o the 

computer, and then t h a t ' s how t h i s i s copied. 

Q. I'm no expert on contouring, but they look p r e t t y 

good. 

This w e l l down i n — Five M i l e Draw Federal Com 

Number 1 — 

A. Yes. 

Q. — t h a t k i c k on your p o r o s i t y , was t h a t a d e n s i t y 

or neutron k i c k or what? 

A. The — Okay, the s o l i d curve, t h a t ' s the d e n s i t y . 

I t goes out t o — I t looks l i k e about 13 percent. 

Q. So t h a t i s density? 

A. Yeah, i t ' s d e n s i t y . And then the other one — 

You can't r e a l l y see i t on here, but then the curve on the 

r i g h t side would be the dashed l i n e , would be the neutron. 

Q. So i t ' s crossover? 

A. Right, i t ' s crossover. And these — And most of 
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these w e l l s make o i l and gas. 

Q. So t h a t ' s a g a s - e f f e c t crossover? 

A. Yeah, i t ' s a g a s - e f f e c t , because you do have a 

gas — Li k e I s a i d , the George Number 10, which was the 

f i r s t deep w e l l , you know, i n modern times d r i l l e d out 

t h e r e , i t i n i t i a l l y made — l i k e I t o l d you, t h e f i r s t two 

days i t made 2 t o 3 m i l l i o n cubic f e e t of gas. We had no 

idea i t was going t o make o i l . Then i n t o the t h i r d day of 

p r o d u c t i o n the o i l came up and was f l o w i n g over — 

A c t u a l l y , I t h i n k i t flowed close t o 550 b a r r e l s of o i l a 

day. 

Q. On the t h i r d day? 

A. On the t h i r d day. 

Q. That was r e l a t i v e p e r m e a b i l i t y e f f e c t s or what? 

A. Really don't know. We're s t i l l — We're s t i l l 

s t u d y i n g t h i s . We have our r e s e r v o i r engineer s t u d y i n g i t , 

and we s t i l l have more questions than answers so f a r . 

And we're hoping maybe by t r y i n g t o u t i l i z e t h i s 

3-D technology t h a t we're experimenting w i t h , maybe i t w i l l 

h e lp us t r a c k down e x a c t l y where the best spots and g i v e us 

a handle on maybe how b i g or how small. We t h i n k they 

might be carbonate pods, maybe, i n a mid-shelf g e o l o g i c a l 

environment. 

But, you know, there's more questions than 

th e r e ' s answers i n the zone y e t . 
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Q. Okay. And I remember the only water w e l l you got 

i s r e a l l y unexplained — 

A. Yeah, the — 

Q. — r e a l l y i s not — probably not coming out of 

t h a t zone? 

A. Well, the — I t h i n k , yeah, the water, I t h i n k 

i t ' s George 2Y, we deepened i t , we had hole problems w h i l e 

we were d r i l l i n g i t . 

We a c t u a l l y — When we went back i n , i t was 

caving i n on us. We came back and went back i n t o the hole 

and found out — we s t a r t e d d r i l l i n g a t w i n r i g h t beside 

t h e o l d hole, probably not t h a t f a r a p a r t , apparently got 

back i n the o l d hole. 

So t o t h i s day there's s t i l l an in-house argument 

where t h a t water i s a c t u a l l y coming from, i t ' s a c t u a l l y 

coming out of the zone or i t ' s coming from uphole or maybe 

down out of the basement. That's s t i l l a question mark. 

EXAMINER JONES: Okay, t h a t ' s a l l the questions I 

have. 

Mr. Brooks? 

MR. BROOKS: No questions. 

EXAMINER JONES: Thank you very much f o r a l l — 

THE WITNESS: Thank you. 

EXAMINER JONES: — the p r e p a r a t i o n — 

MR. CARR: And t h a t concludes our p r e s e n t a t i o n i n 
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t h i s matter. 

EXAMINER JONES: — and f o r a l l t he — Mr. Carr, 

and t h e Yates Group f o r a l l your p r e p a r a t i o n i n these 

cases. 

And w i t h t h a t , Case 13,045 w i l l be taken under 

advisement. 

Let's c a l l a 15-minute break and come back a t 10 

a f t e r 10:00. 

(Thereupon, these proceedings were concluded a t 

9:57 a.m.) 
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