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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, EDDY COUNTY, NEW MEXICO 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: DAVID R. CATANACH, Hearing Examiner 

CD 

June 14th, 2 001 <•--

Santa Fe, New Mexico ^ 

This matter came on f o r hearing before the Nell? 

Mexico O i l Conservation D i v i s i o n , DAVID R. CATANACH, 0 3 

Hearing Examiner, on Thursday, June 14th, 2 001, 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 at 

8:15 a.m.: 

EXAMINER CATANACH: C a l l the hearing t o order 

t h i s morning f o r Docket Number 20-01. I'm going t o c a l l 

the continuances and dismissals a t t h i s time. 

(Off the record) 

EXAMINER CATANACH: At t h i s time I ' l l c a l l f i r s t 

case, 12,676, which i s the 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, Eddy County, 

New Mexico. 

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, and 

I have one witness. 

EXAMINER CATANACH: C a l l f o r a d d i t i o n a l 

appearances. Okay, w i l l the witness i n t h i s case please 

stand t o be sworn in? 

(Thereupon, the witness was sworn.) 

JOHN F. HUMPHREY, 

the witness h e r e i n , a f t e r having been f i r s t 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. W i l l you s t a t e your name f o r the record, please? 

STEVEN T. BRENNER, CCR 
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A. John Humphrey. 

Q. Mr. Humphrey, where do you reside? 

A. A r t e s i a , New Mexico. 

Q. By whom are you employed? 

A. Yates Petroleum. 

Q. And what i s your p o s i t i o n w i t h Yates Petroleum? 

A. I'm a senior g e o l o g i s t w i t h Yates Petroleum. 

Q. Have you p r e v i o u s l y t e s t i f i e d before the New 

Mexico O i l Conservation D i v i s i o n ? 

A. Yes, I have. 

Q. At the time of t h a t testimony, were your 

c r e d e n t i a l s as an expert i n petroleum geology accepted and 

made a matter of record? 

A. Yes, they were. 

Q. Are you f a m i l i a r w i t h the proposed Luke Federal 

State Unit? 

A. Yes. 

Q. Are you f a m i l i a r w i t h the s t a t u s of the lands i n 

the u n i t area? 

A. Yes. 

Q. Have you made a g e o l o g i c a l study of the area 

which i s the subject of t h i s A p p l i c a t i o n ? 

A. Yes. 

Q. And are you prepared t o share the r e s u l t s of t h a t 

work w i t h the Examiner? 

STEVEN T. BRENNER, CCR 
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A. Yes. 

MR. CARR: Are the witness's q u a l i f i c a t i o n s 

acceptable? 

EXAMINER CATANACH: Mr. Humphrey i s so q u a l i f i e d . 

Q. (By Mr. Carr) Would you i n i t i a l l y summarize f o r 

Mr. Catanach what i t i s t h a t Yates Petroleum Corporation 

seeks w i t h t h i s A p p l i c a t i o n ? 

A. Yates Petroleum seeks approval of the Luke 

Federal State Exploratory U n i t , a v o l u n t a r y e x p l o r a t o r y 

u n i t c o n t a i n i n g approximately 2 560 acres of United States 

of America and State of New Mexico lands located i n Eddy 

County, New Mexico. 

Q. Have you prepared e x h i b i t s f o r p r e s e n t a t i o n here 

today? 

A. Yes, I have. 

Q. Let's go t o what has been marked f o r 

i d e n t i f i c a t i o n as Yates E x h i b i t Number 1, and I ' d ask you 

t o i d e n t i f y t h a t and review i t f o r Mr. Catanach. 

A. Yates E x h i b i t 1 i s a s t a t e / f e d e r a l form f o r an 

e x p l o r a t o r y u n i t . 

Q. And i t has a l l attachments as r e q u i r e d by the 

State o f New Mexico Land O f f i c e Rules and Regulations? 

A. Yes, i t does. 

Q. Let's go t o what has been marked E x h i b i t Number 

2. E x h i b i t 2 i s a p l a t . I s t h i s the same p l a t t h a t i s 

STEVEN T. BRENNER, CCR 
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attached t o the u n i t agreement? 

A. Yes, i t i s . 

Q. Would you review t h i s , please? 

A. This contains the u n i t o u t l i n e as proposed, i t 

contains t h r e e f e d e r a l leases which are Sections 3, 9 and 

10, and one s t a t e lease, Section 2. 

Q. Would you i d e n t i f y and review E x h i b i t 3? 

A. E x h i b i t 3 i s an ownership breakdown of the 

v a r i o u s leases w i t h i n the u n i t , and e v e r y t h i n g w i t h i n the 

u n i t i s a l l Yates Petroleum. 

Q. Tract Number 1, the lessee of record i s shown as 

John P. Strang. 

A. Uh-huh. 

Q. Has Yates acquired t h a t i n t e r e s t ? 

A. Yes, we have. 

Q. Mr. Strang i s j u s t the lessee of record? 

A. Yes. 

Q. And 100 percent of the acreage i n the u n i t area 

i s committed t o the u n i t agreement, i s i t not? 

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

Q. Has the Commissioner of Public Lands given h i s 

p r e l i m i n a r y approval t o the proposed u n i t agreement? 

A. Yes, he has, and E x h i b i t 4 i s the approval l e t t e r 

from the Commissioner of Public Lands. 

Q. Has the proposed u n i t been reviewed w i t h the 

STEVEN T. BRENNER, CCR 
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Bureau of Land Management? 

A. Yes, i t has. 

Q. And what i s E x h i b i t Number 5? 

A. E x h i b i t 5 i s a l e t t e r from the BLM de s i g n a t i n g 

the u n i t area as an area l o g i c a l l y s u i t e d f o r development 

under a u n i t plan. 

Q. Does Yates Petroleum Corporation d e s i r e t o be 

designated operator of t h i s u n i t ? 

A. Yes. 

Q. Does the u n i t agreement provide f o r p e r i o d i c 

f i l i n g of plans of development? 

A. Yes, i t does. 

Q. And w i l l these plans be f i l e d w i t h the O i l 

Conservation D i v i s i o n as w e l l as the State Land O f f i c e and 

the BLM? 

A. Yes. 

Q. How o f t e n are these plans t o be f i l e d ? 

A. The i n i t i a l plan w i l l be f i l e d s i x months a f t e r 

completion of the i n i t i a l u n i t w e l l , and subsequent plans 

w i l l be f i l e d 12 months t h e r e a f t e r . 

Q. Mr. Humphrey, what horizons are being u n i t i z e d i n 

the Luke Federal State Exploratory Unit? 

A. A l l , a l l horizons. 

Q. And what i s the primary o b j e c t i v e ? 

A. The upper Penn carbonate i s the primary o b j e c t i v e 

STEVEN T. BRENNER, CCR 
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i n the u n i t , and i t ' s a w i l d c a t . 

Q. Are th e r e secondary objectives? 

A. The Morrow and Atoka formation are secondary 

o b j e c t i v e s . 

Q. Would you r e f e r t o what has been marked as Yates 

E x h i b i t Number 6, i d e n t i f y t h i s and review i t f o r the 

Examiner? 

A. Okay, E x h i b i t 6 i s a s t r u c t u r e map of the upper 

Penn carbonate over the Luke boundary area. I n a d d i t i o n t o 

the s t r u c t u r e of the upper Penn carbonate, i t also shows 

the p r e d i c t e d o u t l i n e of the upper Penn dolomite r e s e r v o i r 

boundary. We b e l i e v e t h a t r e s e r v o i r - q u a l i t y rock i n the 

upper Penn i s g e n e r a l l y dolomite i n t h i s p a r t i c u l a r area. 

The upper Penn i s t i g h t , except where d o l o m i t i z a t i o n has 

enhanced p o r o s i t y and p e r m e a b i l i t y . 

I n Section 2, the Maralo I n d i a n Basin U n i t w e l l 

encountered 68 f e e t of porous dolomite and was not t e s t e d . 

We f e e l as you move u p s t r u c t u r e t h a t the upper Penn 

dolomite w i l l t h i c k e n upon what we b e l i e v e i s a paleo high, 

and the proposed u n i t boundary encompasses the area where 

r e s e r v o i r - q u a l i t y rock, we b e l i e v e , w i l l be found. 

The north-south-bounding f a u l t t o the west, on 

the west side of the proposed u n i t , i s the seal t o the west 

and l a t e r a l l y . B a s i c a l l y the seal i s where dolomite grades 

i n t o limestone and t u r n s t i g h t . 

STEVEN T. BRENNER, CCR 
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Q. What i s the sta t u s of Section 4? 

A. Section 4 i s nonleased, and i t i s p a r t of a deal 

w i t h t he BLM and the State. I t ' s c u r r e n t l y f e d e r a l 

acreage, and i t ' s going t o be swapped t o the s t a t e a t some 

p o i n t i n the f u t u r e . I t ' s not a v a i l a b l e f o r lease — f o r 

p u t t i n g up f o r b i d r i g h t now. 

Q. On t h i s e x h i b i t i s a t r a c e f o r a cross-section? 

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

Q. Are you ready t o go t o t h a t cross-section? 

A. Yes. 

Q. Could you r e f e r , then, t o Yates E x h i b i t Number 7 

and review the i n f o r m a t i o n on t h a t e x h i b i t ? 

A. E x h i b i t 7 i s a cross-section across the proposed 

u n i t , A-A', as seen on the previous e x h i b i t . B a s i c a l l y a l l 

the c r o s s - s e c t i o n i s showing i s , i t i l l u s t r a t e s a t r a p p i n g 

mechanism, we b e l i e v e , t h a t w i l l e x i s t under the proposed 

e x p l o r a t o r y u n i t boundary. Again, note the west-bounding 

f a u l t on the west side of the proposed u n i t , and note t h a t 

t h e dolomite pinches out as you go o f f the s t r u c t u r e on t o 

the sides. 

Q. I s E x h i b i t Number 8 a summary of your g e o l o g i c a l 

p resentation? 

A. Yes, i t i s . 

Q. What does your g e o l o g i c a l study of t h i s area t e l l 

you about t h i s formation? 

STEVEN T. BRENNER, CCR 
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A. We b e l i e v e t h i s i s an area t h a t can be best 

produced under a u n i t plan due t o the geology of the 

form a t i o n . 

Q. I n your o p i n i o n , w i l l approval of t h i s 

A p p l i c a t i o n and development of t h i s r e s e r v o i r under a u n i t 

p l a 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. 

Q. Were E x h i b i t s 1 through 8 e i t h e r prepared by you 

or compiled under your d i r e c t i o n ? 

A. Yes, they were. 

MR. CARR: At t h i s time, Mr. Catanach, we would 

move the admission i n t o evidence of Yates Petroleum 

Corporation E x h i b i t s 1 through 8. 

EXAMINER CATANACH: E x h i b i t s 1 through 8 w i l l be 

admitted as evidence. 

MR. CARR: And t h a t concludes my d i r e c t 

examination of Mr. Humphrey. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Humphrey, where i s t h i s u n i t i n r e l a t i o n t o 

the Dagger Draw f i e l d ? 

A. I t ' s approximately due west of the Dagger Draw 

area. 

STEVEN T. BRENNER, CCR 
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Q. About how f a r , would you say? 

A. I would say i t ' s probably — I ' d say about e i g h t 

m i l e s . 

Q. So i t ' s not a c o n t i n u a t i o n of t h a t f i e l d ? 

A. No, i t i s n ' t . B a s i c a l l y , i t ' s c l o s e r t o I n d i a n 

Basin, a c t u a l l y , than Dagger Draw, and you have a major 

f a u l t t h a t bounds the western p a r t of the I n d i a n Basin Gas 

Pool. And then you go over t o t h i s township, and we're 

approximately, again, about s i x t o e i g h t miles from t h a t 

p o o l . 

Q. Do you a n t i c i p a t e t h i s t o be o i l - or gas-

productive? 

A. Generally i n t h i s area we see mainly gas, more 

than o i l . 

Q. Okay, the w e l l you mentioned i n Section 2, the 

I n d i a n Basin U n i t Number 2, i s i t ? 

A. Uh-huh. 

Q. I t was d r i l l e d t o t h a t depth, but i t wasn't 

t e s t e d i n t h a t i n t e r v a l ? 

A. That's c o r r e c t . I t produced from the Abo and 

Morrow. 

Q. And you examined the logs i n t h a t w e l l ? 

A. Yes, s i r . 

Q. I s t h a t w e l l p o t e n t i a l l y p r o d u c t i v e i n t h i s 

i n t e r v a l ? 

STEVEN T. BRENNER, CCR 
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A. Yes, s i r , I be l i e v e i t i s . And t h a t p a r t i c u l a r 

w e l l i s on the cross-section. We b e l i e v e the — I t ' s the 

middle w e l l on the cross-section, E x h i b i t 7. 

Q. Uh-huh. 

A. I t has upwards of 8- t o 10-percent p o r o s i t y , max, 

towards the top of i t , and i t was not t e s t e d , i t was not 

d r i l l stem t e s t e d or production t e s t e d . And we b e l i e v e i t 

w i l l get t h i c k e r as you go up the s t r u c t u r e . 

Q. Who operates t h a t well? 

A. I t ' s been plugged. 

Q. Oh, i t ' s been plugged. 

A. Yeah. 

Q. Okay. Have there been any other w e l l s w i t h i n the 

u n i t t h a t have been d r i l l e d t o t h i s depth? 

A. Yes, the — i f you n o t i c e on the c r o s s - s e c t i o n , 

the southeast p a r t of Section 10, the S t i n k i n g Draw Number 

1 d r i l l e d by Yates, and t h a t was a dry hole. And t h a t d i d 

not encounter dolomite i n the upper Penn i n t e r v a l and the 

Morrow. I t was nonproductive. 

Q. Your process of d e f i n i n g the boundaries of t h i s 

u n i t , d i d you mostly use w e l l c o n t r o l , or d i d you use 

anything e l s e , Mr. Humphrey? 

A. Well c o n t r o l . 

Q. And you were able t o i d e n t i f y t h a t f a u l t t o the 

west by w e l l c o n t r o l ? 

STEVEN T. BRENNER, CCR 
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A. Yes, uh-huh. You can n o t i c e toward — e s p e c i a l l y 

between — i f you n o t i c e Section 16 and 17, you have 

approximately 3 50 f e e t of s t r u c t u r a l d i f f e r e n c e i n less 

than a m i l e , and t h a t ' s b a s i c a l l y what's defi n e d the f a u l t . 

Q. Where i s the i n i t i a l w e l l going t o be? 

A. I b e l i e v e i t w i l l probably be i n Section 3. 

Q. But you haven't decided t h a t y e t , or — 

A. Yes. 

Q. Okay. 

A. I t ' s s t i l l — both w e l l s are being — the w e l l s 

i n Section — the l o c a t i o n s i n Section 3 and 9 are both 

being p e r m i t t e d . 

Q. Okay, I see. Okay. 

Now, the i n t e r v a l t h a t you've got shaded i n 

pur p l e , are you t r y i n g t o d e p i c t t h a t t h a t ' s going t o be 

the approximate l i m i t s of the r e s e r v o i r ? 

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

Q. And what defines t h a t , p o r o s i t y ? 

A. Yeah, one defines i t as dolomite. T y p i c a l l y 

where you have d o l o m i t i z a t i o n you have p o r o s i t y w i t h i n the 

upper Penn, and t h a t ' s defined the o u t l i n e t h e r e . 

EXAMINER CATANACH: Mr. Carr, can I get you t o 

send me the f i n a l approvals from the State Land O f f i c e and 

the Bureau of Land Management? 

MR. CARR: Yes, s i r , they w i l l be issued a f t e r an 

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 

15 

order i n t h i s case, the order here i s a c o n d i t i o n . 

EXAMINER CATANACH: Okay. Are th e r e any f u r t h e r 

questions of t h i s witness? 

EXAMINATION 

BY MR. BROOKS: 

Q. Which lands here are f e d e r a l and which are state? 

A. What's t h a t ? 

Q. Which lands are f e d e r a l and which are state? 

A. The leases? 

Q. Yeah. 

A. Again, Sections 3, 9 and 10 are f e d e r a l , and 

Section 2 i s s t a t e . 

MR. BROOKS: Okay, thank you. 

MR. CARR: That concludes our p r e s e n t a t i o n . 

EXAMINER CATANACH: Okay, the r e being n o t h i n g 

f u r t h e r i n t h i s case, Case 12,676 w i l l be taken under 

advisement. 

(Thereupon, these proceedings were concluded a t 

8:25 a.m.) 

* * * 

. ,.j • • /i^DfL 
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