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This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , DAVID R. CATANACH, 
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New Mexico Energy, Minerals and Natural Resources 
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No. 7 f o r the State of New Mexico. 

* * * 

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



2 

I N D E X 

February 2 0th, 2003 
Examiner Hearing 
CASE NO. 13,007 

PAGE 

APPEARANCES 3 

APPLICANT'S WITNESSES: 

JOHN AMIET (Geologist) 
D i r e c t Examination by Mr. Sutphin 
Examination by Examiner Catanach 

5 
14 

REPORTER'S CERTIFICATE 19 

* * * 

E X H I B I T S 

A p p l i c a n t ' s I d e n t i f i e d Admitted 

E x h i b i t 1 7 
E x h i b i t 2 7 
E x h i b i t 3 7 

14 
14 
14 

E x h i b i t 4 8 
E x h i b i t 5 8 
E x h i b i t 6 10 

14 
14 
14 

E x h i b i t 7 11 
E x h i b i t 8 12 

14 
14 

* * * 

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



3 

A P P E A R A N C E S 

FOR THE DIVISION: 

DAVID K. BROOKS, JR. 
Atto r n e y a t Law 
Energy, Minerals and Natural Resources Department 
A s s i s t a n t General Counsel 
122 0 South St. Francis Drive 
Santa Fe, New Mexico 87505 

FOR THE APPLICANT: 

HOLLAND & HART, L.L.P., and CAMPBELL & CARR 
110 N. Guadalupe, Suite 1 
P.O. Box 2208 
Santa Fe, New Mexico 87504-2208 
By: ROBERT J. SUTPHIN 

* * * 

ALSO PRESENT: 

WILLIAM V. JONES, JR. 
Petroleum Engineer 
New Mexico O i l Conservation D i v i s i o n 
122 0 South Saint Francis Drive 
Santa Fe, NM 87505 

* * * 

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 

4 

WHEREUPON, the f o l l o w i n g proceedings were had a t 

8:20 a.m.: 

EXAMINER CATANACH: At t h i s time w e ' l l c a l l Case 

13,007, 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, Lea County, 

New Mexico. 

I ' l l c a l l f o r appearances i n t h i s case. 

MR. SUTPHIN: May i t please the D i v i s i o n , my name 

i s Robert Sutphin w i t h Holland and Hart, here on behalf of 

Yates Petroleum i n Case 13,007, and w i t h me I have my 

a s s i s t a n t , Mr. B i l l Carr. 

EXAMINER CATANACH: Very good. I'm s o r r y , I 

d i d n ' t catch your l a s t name, Robert. 

MR. SUTPHIN: Sutphin. 

EXAMINER CATANACH: Can you s p e l l i t f o r me? 

MR. SUTPHIN: Sutphin. 

EXAMINER CATANACH: Thank you. 

MR. SUTPHIN: Mr. Examiner, I have one witness, 

which a t t h i s time I ' d l i k e t o ask t o take the witness 

stand. 

EXAMINER CATANACH: Okay. Are the r e any 

a d d i t i o n a l appearances i n t h i s case? 

MR. SUTPHIN: Not t h a t I'm aware o f . 

EXAMINER CATANACH: Okay, w i l l the witness please 

stand t o be sworn in? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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(Thereupon, the witness was sworn.) 

JOHN AMIET. 

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. SUTPHIN: 

Q. Mr. Amiet, would you s t a t e your name f o r the 

reco r d , please? 

A. John Amiet. 

Q. Mr. Amiet, 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 there w i t h Yates 

Petroleum? 

A. I'm a g e o l o g i s t . 

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

Conservation D i v i s i o n ? 

A. Yes, I have. 

Q. And a t 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. As you know, we're here on Case 13,007. Are you 

f a m i l i a r w i t h the A p p l i c a t i o n f i l e d i n t h i s case? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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A. Yes, I am. 

Q. So are you f a m i l i a r , then, w i t h the proposed O t i s 

State E x p l o r a t o r y U n i t , i n c l u d i n g the s t a t u s of the lands 

i n the proposed u n i t area? 

A. Yes, I am. 

Q. And have you conducted a g e o l o g i c a l study of the 

area t h a t 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 discuss and share the 

r e s u l t s of t h a t study w i t h the Examiner today? 

A. Yes. 

MR. SUTPHIN: Mr. Examiner, I ' d l i k e t o tender 

Mr. Amiet as an expert i n petroleum geology. 

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

MR. SUTPHIN: Thank you. 

Q. (By Mr. Sutphin) Mr. Amiet, would you j u s t 

b r i e f l y s t a t e what Yates Petroleum Corporation seeks 

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

A. Yates i s seeking the approval of the O t i s State 

E x p l o r a t o r y U n i t agreement. This i s 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 . I t contains approximately 3051 acres of 

State of New Mexico lands, located i n Lea County, New 

Mexico. 

Q. And have you prepared any e x h i b i t s f o r 

i n t r o d u c t i o n i n t h i s case? 

STEVEN T. BRENNER, CCR 
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A. Yes, I have. 

Q. I ' d l i k e t o reference t o you — Let me pass out 

the — I b e l i e v e you have a set, do you not? 

A. Yes, I do. 

Q. I reference what has been marked as Yates E x h i b i t 

Number 1. I ' d l i k e f o r you t o i d e n t i f y , review i t and 

e x p l a i n what i t i s and what i t shows. 

A. This i s a copy of the u n i t agreement. I t ' s based 

on the s t a t e / f e e form f o r an e x p l o r a t o r y u n i t . 

Q. I ' d now l i k e you t o — So i t i s indeed based on 

the s t a t e / f e e form f o r an e x p l o r a t o r y u n i t ? 

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

Q. I ' d l i k e t o now reference you t o Yates E x h i b i t 

Number 2. 

A. This i s a p l a t . I t ' s E x h i b i t A t o the u n i t 

agreement. I t reviews the s t a t u s of the acreage. There 

are e i g h t State of New Mexico leases i n t h i s proposed u n i t . 

Q. And Yates E x h i b i t Number 2 i s -- I b e l i e v e I 

should have s a i d E x h i b i t A t o the u n i t agreement? 

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

Q. Now, i f you'd t u r n your a t t e n t i o n t o Yates 

E x h i b i t Number 3 and i d e n t i f y t h a t and b r i e f l y review t h a t 

f o r us? 

A. This i s the ownership breakdown, i t ' s E x h i b i t B 

t o the u n i t agreement. I t shows the ownership of each 

STEVEN T. BRENNER, CCR 
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lease i n the u n i t agreement. A l l of these leases are 

e i t h e r Yates or David Petroleum leases, so a l l the working 

i n t e r e s t s are common, and they're a l l s t a t e leases. 

Q. And again, i s Yates E x h i b i t Number 3 the same as 

E x h i b i t B t o the u n i t agreement? 

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

Q. Has a l l of the acreage i n v o l v e d been committed t o 

t h i s u n i t ? 

A. Yes, and t h i s gives Yates e f f e c t i v e c o n t r o l over 

the u n i t operations. 

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, Mr. Martinez and h i s group reviewed and 

approved t h i s u n i t agreement, and Yates E x h i b i t Number 4 i s 

the approval l e t t e r from the Commissioner of Pu b l i c Lands. 

Q. And again, t h a t approval l e t t e r i s Yates E x h i b i t 

Number 4; i s t h a t correct? 

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

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

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

A. Yes. 

Q. And does the u n i t agreement provide f o r t h a t ? 

A. Yes. 

Q. Mr. Amiet, w i l l you i d e n t i f y and review f o r us 

Yates E x h i b i t Number 5, please? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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A. This i s the AFE f o r the i n i t i a l t e s t w e l l . This 

i s a r e - e n t r y . The AFE sets out the dryhole and the 

completed w e l l cost. The completed cost i s $851,500. 

Yates plans t o spud t h i s w e l l before June 1st of 2003, when 

a lease expires on t h a t date i f the u n i t has not been 

approved and d r i l l i n g has not begun. 

Q. Thank you. Now, 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 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 OCD as 

w e l l as the State Land Office? 

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 i s s i x months a f t e r completion 

of the f i r s t u n i t w e l l , subsequent plans are 12 months 

t h e r e a f t e r . 

Q. And what horizons are being u n i t i z e d i n t h i s O t i s 

State Exploratory Unit? 

A. A l l horizons. 

Q. When we discussed j u s t a few moments ago, Yates 

E x h i b i t Number 5, we were t a l k i n g about the i n i t i a l t e s t 

w e l l . Now, where i s t h a t t e s t w e l l t o be d r i l l e d ? 

A. This w e l l i s located 660 from the n o r t h and east 

l i n e s o f Section 30, Township 15 South, Range 3 4 East, New 

Mexico, Lea County. 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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Q. And i s i t a r e - e n t r y well? 

A. Yes, i t i s a r e - e n t r y of an o r i g i n a l w e l l d r i l l e d 

by Exxon. I t was the New Mexico State "FE" Number 1. 

Yates plans on deepening t h i s w e l l t o a TD of 13,900 f e e t , 

i n t o the lower M i s s i s s i p p i a n formation. The n o r t h h a l f of 

Section 30 w i l l be dedicated t o t h i s w e l l . 

Q. Thank you. Now, what i s the primary o b j e c t i v e i n 

t h i s w e l l ? 

A. The primary o b j e c t i v e s w i l l be the lower Atoka 

and Morrow formations. We w i l l also t e s t , as has been 

mentioned, the M i s s i s s i p p i a n . At t h i s time t h e r e are no 

lower Atoka or Morrow penetrations w i t h i n the u n i t area. 

Q. Are t h e r e any secondary o b j e c t i v e s i n t h i s well? 

A. Yes, you're always l o o k i n g f o r upper Penn sands 

and carbonates. 

Q. I now would l i k e you t o t u r n your a t t e n t i o n t o 

Yates E x h i b i t Number 6. I d e n t i f y what i t i s and review i t 

f o r the Examiner. 

A. This i s a s t r u c t u r e map on top of the Morrow 

fo r m a t i o n . The u n i t o u t l i n e i s shown w i t h the s o l i d red 

border. This i s approximately four and t h r e e - q u a r t e r 

sections w i t h i n t h i s u n i t o u t l i n e . This shows a l l the 

w e l l s w i t h i n the u n i t . There are t h r e e dry holes w i t h i n 

the u n i t , so there's been no production w i t h i n t h i s u n i t 

area. Also, t h e r e are no lower Atoka or Morrow 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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p e n e t r a t i o n s w i t h i n t h i s u n i t boundary. 

So Yates i s looking f o r a new t r e n d . The l a s t 

w e l l d r i l l e d i n t h i s area was i n 1987 by Exxon, 16 years 

ago. This Exxon w e l l i s a r e - e n t r y candidate. I t ' s 

l o c a t e d i n the southern p o r t i o n of the u n i t . 

The sand channels are shown i n blue. These 

channels are f l o w i n g g e n e r a l l y from the southeast t o the 

northwest. These channels are Atoka-Morrow sands, gas 

p r o d u c t i v e . The source i s g e n e r a l l y from the southeast or 

t o the west. Two l a r g e f a u l t s are shown, one on the west 

side of the map, a l a r g e black l i n e , and one on the 

n o r t h e r n p a r t of the map again, i n a s o l i d black l i n e . 

Deposition and u p l i f t were o c c u r r i n g p r e t t y much 

simultaneously d u r i n g the Atoka-Morrow time. The sand 

channels shown here are elongate, narrow f e a t u r e s , but they 

can be very p r o l i f i c , but the a r e a l extent i s l i m i t e d . 

Q. Okay. And does Yates b e l i e v e t h e r e i s a channel 

system which crosses the proposed u n i t area? 

A. Yes, based on our mapping we t h i n k t h e r e i s a 

channel system which crosses t h i s u n i t boundary, and t h a t 

w i l l be the t a r g e t . The green l i n e shows a t r a c e f o r 

c r o s s - s e c t i o n A-A' t h a t w e ' l l t a l k about i n a moment. 

Q. Well, l e t ' s move on. I ' d l i k e t o ask you t o look 

a t E x h i b i t Number 7, i d e n t i f y t h a t e x h i b i t f o r us and 

b r i e f l y review i t . I b e lieve a moment ago, you referenced 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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a c r o s s - s e c t i o n . 

A. This a c t u a l l y 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 , i t ' s 

mismarked as a s t r u c t u r a l cross-section hung on the Atoka 

shale. The sands are shown w i t h yellow h i g h l i g h t i n g , the 

lower Atoka and Morrow sands. These are t r e n d i n g towards 

the Exxon w e l l . 

S t a r t i n g w i t h the Humble w e l l on the east, or on 

the r i g h t side of the cross-section, t h i s w e l l had some 

good shows and had some good DSTs of several m i l l i o n cubic 

f e e t of gas, but the pressures were d e c l i n i n g and the w e l l 

was never produced, i t was P-and-A'd. 

The next w e l l t o the l e f t would be — I t was 

o r i g i n a l l y the Chevron w e l l . Yates re-entered t h i s w e l l i n 

l a t e 2002, deepened t h i s w e l l t o eleven thousand e i g h t 

hundred and approximately f i f t y f e e t . We are encouraged by 

what we've seen. Both t e s t s and the logs are encouraging. 

The w e l l i s c u r r e n t l y w a i t i n g on a p i p e l i n e t o see i f the 

pressures w i l l hold up. 

The next w e l l t o the west would be the Exxon r e ­

e n t r y t h a t we're planning on deepening. 

Q. Mr. Amiet, I reference E x h i b i t Number 8. Does 

t h i s E x h i b i t Number 8 represent a w r i t t e n summary of your 

g e o l o g i c a l presentation? 

A. Yes, i t does. 

Q. I ' d l i k e you t o r e f e r t o t h i s w r i t t e n summary, 

STEVEN T. 
(505) 

BRENNER, 
989-9317 

CCR 
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E x h i b i t Number 8, and e x p l a i n t o the Examiner why Yates i s 

proposing t o attempt t o develop t h i s area under the 

proposed u n i t plan. 

A. These are expensive, h i g h - r i s k w e l l s . The r e ­

e n t e r i n g deep i n t h i s w e l l w i l l cost $851,500 t o complete. 

The f o r m a t i o n of t h i s u n i t w i l l r e s u l t i n a more reasonable 

development of these p o t e n t i a l reserves. Since there's 

been no d r i l l i n g w i t h i n t h i s u n i t area i n the l a s t 16 

years, t h i s pool can be more e f f e c t i v e l y developed under a 

u n i t p l a n , and a successful w e l l w i t h i n t h i s u n i t area w i l l 

lead t o a d d i t i o n a l d r i l l i n g i n an area where there's been 

no p r o d u c t i o n . 

Q. Mr. Amiet, i n your opin i o n w i l l approval of t h i s 

A p p l i 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 — 

A. Yes. 

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

under your d i r e c t i o n and supervision? 

A. Yes, they were. 

Q. And can you t e s t i f y as t o t h e i r accuracy? 

A. Yes. 

MR. SUTPHIN: Mr. Examiner, I ' d l i k e t o move the 

admission i n t o evidence of Yates E x h i b i t s 1 through 8. 

STEVEN T. BRENNER, CCR 
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EXAMINER CATANACH: E x h i b i t s 1 through 8 are 

admitted. 

MR. SUTPHIN: And t h i s concludes my d i r e c t 

examination of Mr. Amiet. 

EXAMINATION 

BY EXAMINER CATANACH: 

A. Mr. Amiet, r e f e r r i n g t o your E x h i b i t Number 6, 

what data d i d you use t o map those p a r t i c u l a r sand 

channels? 

A. There's not a l o t of data. There's two w e l l s 

t h a t penetrated the Morrow i n the lower r i g h t corner. 

They're shown w i t h the red numbers, minus 89 37, minus 889 2. 

Those are the only two penetrations on t h i s map. We also 

have two o l d seismic l i n e s . They're 1 2 - f o l d l a t e 1960s 

seismic. One's going north-south along the east side of 

the u n i t area, and one i s going east-west through the 

southern p a r t of Section 8 i n the northern p a r t of the 

u n i t . 

Q. Did t h a t seismic data give you any help i n 

mapping these sands? 

A. Yes, i t d i d , t h a t ' s why the f a u l t i n the northern 

p a r t of the map i s located where i t i s , and the f a u l t on 

the west s i d e . Yates also has a 3-D t h a t s t a r t s about a 

m i l e and a h a l f east of t h i s area, so t h a t was also used i n 

i n t e r p r e t i n g these l a r g e f a u l t blocks and the t r e n d s . 

STEVEN T. BRENNER, CCR 
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Also, the two w e l l s up n o r t h are Bough producer, 

Cisco producers, they're g e n e r a l l y producing on s t r u c t u r a l 

highs, so they also had an i n f l u e n c e on how I mapped t h i s 

area. So there's a s t r u c t u r a l high t o the n o r t h where 

those two w e l l s are, and then you cross a f a u l t i n t o the 

low area t h a t we're t a r g e t i n g . 

Q. The two w e l l s i n Section 5 you're r e f e r r i n g to? 

A. That's c o r r e c t , the two producers. 

Q. And those are producing out of — 

A. — the Cisco, upper Penn. 

Q. Did those penetrate the Morrow? 

A. No, those were probably 2000 f e e t above the 

Morrow. 

Q. So none of the w e l l s i n the u n i t were d r i l l e d 

deep enough t o penetrate the Morrow? 

A. That's c o r r e c t . That Exxon w e l l j u s t penetrated 

about 2 00 f e e t i n t o the upper Atoka. 

Q. What would you see as a p o t e n t i a l secondary 

l o c a t i o n i n t h i s u n i t ? 

A. I f t h a t w e l l comes i n , I ' d l i k e t o t r y t o f o l l o w 

the channel up t o the n o r t h , maybe i n Section 20. We've 

thought about r e - e n t e r i n g the P h i l l i p s w e l l i n Section 17. 

That has the casing cut o f f , however, and we might be able 

t o put a workover r i g on t h a t and see i f we could r e p a i r 

the casing before we'd go back and t r y t o deepen t h a t w e l l . 
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The w e l l t o the n o r t h I'm showing on the high side of the 

f a u l t , but t h a t also has a source t h a t has been l o s t i n the 

hole, so t h a t w e l l would have t o be sidetracked. 

But I would probably f o l l o w the w e l l n o r t h and 

e i t h e r r e - e n t e r the w e l l i n Section 17 or d r i l l a w e l l i n 

the northwest corner of Section 20. 

Q. Okay. As f a r as the Chevron w e l l t h a t you r e ­

entered, t h a t hasn't been completed yet? 

A. We have an IP. I t IP'd f o r 2.7 m i l l i o n cubic 

f e e t of gas. But again, pressures — This i s i n the lower 

Morrow t h a t has been wet sometimes, and we're a l i t t l e 

w o r r i e d about the pressures too, so we're — j u s t have t o 

w a i t . This i s c u r r e n t l y w a i t i n g on a p i p e l i n e , but we've 

had a good t e s t . 

Q. And i s t h a t what you're c a l l i n g the Mesa sand; i s 

t h a t r i g h t ? 

A. The Mesa sand i s k i n d of a middle Morrow sand. 

That i s c u r r e n t l y not open i n the Mesa. We've opened i t on 

the c r o s s - s e c t i o n . The two lower sands t h a t are shown are 

what i s c u r r e n t l y open and has been t e s t e d . So the Mesa 

zone has not been t e s t e d yet i n t h a t w e l l . 

Q. So i t would be the A u s t i n sand, i s what you're 

r e f e r r i n g to? 

A. Well, i t ' s between the Mesa and the A u s t i n . I t ' s 

what I ' d c a l l lower Morrow sands. 

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 

17 

Q. Okay. I s t h a t sand i n t e r v a 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 a t Humble well? 

A. Well, again, t h a t w e l l t e s t e d a s i m i l a r zone — 

a c t u a l l y , no, i t probably t e s t e d a higher zone, from 

l o o k i n g a t the cross-section. So t h a t zone i s not present. 

The Mesa zone i s present i n the Humble w e l l . And t h a t ' s 

the one t h a t t e s t e d i n i t i a l l y , I t h i n k i t was 4 m i l l i o n a 

day, and the second t e s t , same i n t e r v a l , was 2 m i l l i o n a 

day, and the t h i r d t e s t was less than a m i l l i o n a day. So 

the pressure was d e c l i n i n g p r e t t y f a s t on t h a t w e l l . 

But again, back — This was an o l d w e l l d r i l l e d 

i n 1953. A l o t of time some of these o l d w e l l s were not 

d r i l l e d w i t h proper f l u i d s , and a l o t of times they damaged 

a form a t i o n . So t h a t ' s r e a l l y the w e l l t h a t s t a r t e d us 

moving t h i s d i r e c t i o n . 

Q. So do you guys have any data on the Atoka a t a l l 

i n t h i s area? 

A. Not i n the map area, except f o r the w e l l we 

completed, the Calfrope Chevron and the Humble Federal, are 

the o n l y two data p o i n t s on t h i s map f o r the Atoka. You 

have t o go about two miles t o the east, Yates d r i l l e d 

what's c a l l e d the New Grass w e l l t h a t has done w e l l . And 

you have t o go about a mile and a h a l f t o the south t o pi c k 

up some pen e t r a t i o n s and about a mile t o the n o r t h . But 

th e r e are no other lower Atoka or Morrow p e n e t r a t i o n s on 
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the map, other than those two. 

EXAMINER CATANACH: I guess we don't have any-

f u r t h e r questions of t h i s witness. Do you have anything 

f u r t h e r ? 

MR. SUTPHIN: We have nothing f u r t h e r i n t h i s 

case. 

EXAMINER CATANACH: Okay. There being nothing 

f u r t h e r i n t h i s case, Case 13,007 w i l l be taken under 

advisement. 

(Thereupon, these proceedings were concluded a t 

8:44 a.m.) 

* * * 
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