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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 AN UNORTHODOX 
WELL LOCATION, EDDY COUNTY, 

NEW MEXICO 

) 

CASE MO. 10241 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: DAVID R. CATANACH, Hearing Examiner 

February 21, 1991 
8 : 45 a.m. 

Santa Fe, New Mexico 

This matter came on f o r hearing before the Oil 

Conservation D i v i s i o n on February 21, 1991, at 8:45 a.m. 

at O i l Conservation D i v i s i o n Conference Room, State Land 

O f f i c e B u i l d i n g , 310 Old Santa Fe T r a i l , Santa Fe, 

Mexico, before Paula Wegeforth, C e r t i f i e d Court Reporter 

No. 264, f o r the State of New Mexico. 

FOR: OIL CONSERVATION BY: PAULA WEGEFORTH 
DIVISION C e r t i f i e d Court Reporter 

CSR No. 264 
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A P P E A R A N C E S 

FOR THE DIVISION: ROBERT G. STOVALL, ESQ. 
General Counsel 
O i l C o n s e r v a t i o n Commission 
S t a t e Land O f f i c e B u i l d i n g 
310 Old Santa Fe T r a i l 
Santa Fe, New Mexieo 87501 

FOR THE APPLICANT: LOSEE, CARSON, HAAS & CAP ROLL 
A t t o r n e y s at. Law 
BY: JOEL M. CARSON, ESQ. 
300 American Home B u i l d i n g 
A r t e s i a , New Mexico 88211 

* A * 
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EXAMINER CATANACH: C a l l 3 0241. 

MR. STOVALL: A p p l i c a t i o n o f the Yates Petroleum 

C o r p o r a t i o n f o r an unorthodox w e l l l o c a t i o n , Eddy County, 

New Mexico. 

EXAMINER CATANACH: Are t h e r e appearances i n t h i s 

case? 

MR. CARSON: Mr. Examiner, my name i s Joel Co sou; 

Losee, Carson, Haas & C a r r o l l ; New Mexico, a p p e a r i n g f o r 

the a p p l i c a n t . 

EXAMINER CATANACH: Are t h e r e any o t h e r appearances? 

One w i t n e s s two witnesses? W i l l t h e witn e s s e s please 

s t a n d and be sworn i n ? 

(The w i t n e s s e s were d u l y sworn.) 

MIKE BIRCH, 

the Witness h e r e i n , h a v i n g been f i r s t d u l y sworn, was 

examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CARSON: 

Q. Would you s t a t e your name, please? 

A. My name i s Mike B i r c h . 

Q. And by whom are you employed, Mr. Bi r c h ? 

A. I'm employed as a p e t r o l e u m landman f o r the 

Yates Petroleum C o r p o r a t i o n , A r t e s i a , New Mexico. 

Q. Have you p r e v i o u s l y t e s t i f i e d b e f o r e t lie 

commission --
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A. Yes, I have. 

Q. — the d i v i s i o n ? And were your q u a l i f i c a t i o n s 

as a landman acceptable? 

A. Yes, they were. 

Q. Would you please s t a t e the purpose of t h i s 

a p p l i c a t i o n , Mr. Birch? 

A. The purpose of t h i s a p p l i c a t i o n i s f o r Yates 

Petroleum seeks approval of an unorthodox well l o c a t i o n to 

be d r i l l e d at a p o i n t 560 f e e t from the south and east 

l i n e s of Section 9, Township 20 south, Range 24 east, in 

Eddy County, New Mexico. 

Yates o r i g i n a l l y asked f o r a permit for t h i s 

wen t o be d r i l l e d at a l o c a t i o n 660 feet from the south 

and east l i n e of said Section 9, which would have been a 

standard l o c a t i o n f o r the South Dagger Draw. The BLM 

denied t h i s orthodox l o c a t i o n of 660 f o r topographical 

reasons and approved the d r i l l i n g at a l o c a t i o n of 560 feet 

from the south and east l i n e , which is an unorthodox 

1ocation. 

Q. And so you have f i l e d an amended a p p l i c a t i o n f u r 

an unorthodox which c o r r e c t l y states the present lo c a t i o n ? 

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

Q. Would i t also be c o r r e c t that t h i s is -•- that 

you're d r i l l i n g on an e x p i r i n g lease and t h a t you've 

commenced to d r i l l ? 
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A. That's c o r r e c t . 

Q. And tha t the OCD has been n o t i f i e d of that fact? 

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

Q. Mr. Birch would you r e f e r to your E x h i b i t No. 1 

and i d e n t i f y t h a t f o r the examiner? 

MR. STOVALL: Can we have another copy? 

MR. CARSON: Sure. 

MR. STOVALL: We need two copies, one f o r the court 

r e p o r t e r , i f you would. 

THE WITNESS: E x h i b i t No, 1 i s the surrounding acreage 

around our proposed locat ion there, which i s tire east h a l f 

of Section 9. I t also denotes our — the l o c a t i o n of our 

w e l l . 

Q. (By Mr. Carson) T e l l the examiner what those 

col o r s stand f o r . 

A. The yellow acreage i s acreage which Yates 

Petroleum owns. The o u t l i n e d i n yellow i s acreage that 

Yates Petroleum Corporation and other p a r t i e s own. 

Q. I'm going t o hand you what has been marked as 

E x h i b i t No. 2 and ask you to i d e n t i f y that e x h i b i t . 

A. E x h i b i t No. 2 i s the leasehold owners that were 

contacted pursuant to t h i s unorthodox l o c a t i o n request and 

includes Santa Fe Energy -- or Santa Fe Operating Partners; 

Conoco, Incorporated; Torch Operating Company and Chevron, 

USA, Inc. 
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Q. I'm going t o hand you what has been marked as 

E x h i b i t No. 3. 

MR. CARSON: And I would ask the examiner,, do you want 

these proof of services? Do they go with the o r i g i n a l 

record, or do we keep them? 

MR. STOVALL: They go with the record. 

EXAMINER CATANACH: Yes. 

Q. (By Mr. Carson) I ' l l hand the e x h i b i t with the 

o r i g i n a l proof of service on to the examiner and ask that 

you i d e n t i f y the -- otherwise i d e n t i f y the e x h i b i t . 

A. E x h i b i t 3 is a c e r t i f i c a t e of mai l i n g i n 

compliance w i t h Rule 1207, where we n o t i f i e d a l l the o f f s e t 

operators of the unorthodox l o c a t i o n . 

Also includes a l e t t e r of -- from Losee, Carson 

law f i r m t o the O i l Conservation D i v i s i o n . Notice of tht 1 

same -- of the same has been f i l e d w i t h these people -- or 

the o f f s e t operators have been n o t i f i e d . 

Tt also includes to the commission n o t i f i c a t i o n 

of an amended a p p l i c a t i o n . 

Q. I'm going to hand you what's been marked as 

E x h i b i t 4-A and ask i f you would i d e n t i f y that.. 

A. E x h i b i t 4-A i s a sundry n o t i c e f i l e d w i t h the 

Bureau of Land Managerne-nt seeking l o c a t i o n change from our 

660-660 l o c a t i o n to the 560-560. 

Also includes a plat i d e n t i f y i n g the l o c a t i o n , 
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and i t also includes a sundry n o t i c e f o r a depth change to 

d r i l l deeper at th a t l o c a t i o n . 

Q. I hand you what's been marked as Applicant's 

E x h i b i t No. 5 and ask i f you would i d e n t i f y t h a t . 

A. This i s a l e t t e r received by Yates Petroleum 

Corporation from the Bureau of Land Management ident l t y i n g 

the problems t h a t we faced w i t h regard t o the topography o 

the area and t h e i r recommendations to move the l o c a t i o n t o 

the 560 -- from the south l i n e 560 from the east l i n e . 

Q. Now, I've handed you what has been marked as 

Exhibit. No. 6 and ask f o r you t o i d e n t i f y 7 t h a t . 

A. E x h i b i t No. 6 is the l e t t e r received from Torch 

O i l and Gas Company to Yates Petroleum Corporation 

s i g n i f y i n g t h e i r waiver ot o p p o s i t i o n to our unorthodox 

l o c a t i o n , and I might note here that t h i s l e t t e r has not 

been signed except agreed by Yates simply because at the 

time we received t h i s we d i d not have a p r i n c i p a l of Yates 

Petroleum Corporation to sign t h i s . Bui i f w i l l be signed 

and sent back. 

Q. Mr. B i r c h , 1 want to refer- you back to 

Applicant's E x h i b i t No. 1, which i s your land map. 

You are moving your well unorthodoxly to the 

east; i s that, correct? 

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

Q. And the offset, acreage to tire east, is owned by 
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Yates and Santa Fe Energy? 

A. That's correct . 

Q. And Santa Fe Energy has been n o t i f i e d , but i f I 

understand c o r r e c t l y , that they s t i l l have some time to 

obje c t t o your unorthodox a p p l i c a t i o n as described in your 

amended a p p l i c a t i o n ; i s that r i g h t ? 

A. That's what I understand. Tt came a couple of 

days l a t e r . 

Q. And Yates Petroleum i s the operat.or to ihe 

south? 

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

Q. What was our l a s t e x h i b i t number? Six? 

A. Yes. 

MR. CARSON: Mr. Examiner, I'd l i k e to move the 

i n t r o d u c t i o n of Applicant's E x h i b i t Nos. 1 through 6. 

EXAMINER CATANACH: E x h i b i t s 1 through 6 w i l l be 

admitted as evidence. 

(Whereupon Applicant 's E x h i b i t s 1 through 6 were 

admitted i n t o evidence. 

MR. CARSON: I have no f u r t h e r quest ions of I iris 

witness. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Bi r c h , you said the acreage i n Section 10 i 

owned by Santa Fe Energy and Yates? 
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A. That's c o r r e c t . 

Q. How about the n o r t h e a s t q u a r t e r of S e c t i o n 15 

F ' in s o r r y -- t h e northwest q u a r t e r of 15? 

A. That's owned -- Yates o p e r a t e s t h a t we'l 1 i n that, 

n o r t h w e s t q u a r t e r o f S e c t i o n 15, and t h a t acreage that 

shows Conoco — i t ' s been farmed out. t o us f o r the purposes 

of d r i l l i n g t h a t w e l l t h e r e . 

Q. Conoco r e t a i n e d an i n t e r e s t in t h a t ? 

A. I b e l i e v e t h e y have an o v e r r i d i n g i n t e r e s t , i n 

t h a t . 

Q. T h i s w e l l was o r i g i n a l l y p e r m i t t e d as a South 

Dagger Draw-Upper Penn w e l l ? 

A. That's cor rec t . 

Q. And as I understand i t , t he BUM req u e s t e d the 

move f o r t o p o g r a p h i c reasons? 

A. That's r i g h t . They made o n - s i t e i n s p e c t i o n a l s o 

on t h a t and r e q u e s t e d t h a t change. 

(,). When d i d Yates d e c i d e t o take t he w e l l a l l the 

way down t o the Morrow? 

A. I t h i n k p r o b a b l y a g e o l o g i c w i t n e s s can answer 

t h a t . I don't know tire exact: t i m i n g when t"hey d i d t h a t . 

W e l l , they mad e a p p 1 i c a t i on. The r e ' s da Le s of 

a p p l i c a t i o n on sundry n o t i c e was made January the 30th. 

Q. Was t h e r e any c o n s i d e r a t i o n by Yates as t o -- i f 

i n fact, i t was d r i l l e d t o the Morrow, then t h i s would be a 
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v e r y unorthodox l o c a t i o n f o r the Morrow f o r m a t i o n . Way 

t h e r e any c o n s i d e r a t i o n by Yates t o t h a t ? 

A. At t h e t i m e , I don't, t h i n k t here was. 1 t h i n k 

i n t h i s area we have made i t a p r a c t i c e . , s i n c e we're only 

l o o k i n g a t 1400 more f e e t , t o go and l o o k at tha t . I don't 

t h i n k i t was — i t was a secondary, 1 t h i n k , d e c i s i o n o r 

o b j e c t i v e t o go t o , and T don't t h i n k i f was done ."imply 

because we had an unorthodox l o c a t i o n -- or we u ^ e seeking 

an unorthodox l o c a t i o n . 

Q. So your p r i m a r y t a r g e t i s the Upper Perm? 

A. That's cor- reo t . 

Q. Not t h e Morrow? 

A. That,'s cor r e e l . 

Q. L e t ' s see. Mr. B i r c h , we w i l l need -a copy o f 

E x h i b i t . 6 when t h a t g e t s s i g n e d . I t r u s t y o u ' l l send t h a i 

t o us? 

A. Yes. 

Q. And t h a t ' s a l l we have at t h i s t i m e . 

MR. STOVALL: I do have one q u e s t i o n f o r Mr. B i r c h . 

EXAMINATION 

BY MR. STOVALL: 

Cj. You s a i d the w e l l -- you have commenced 

d r i l l i n g . You're d r i l l i n g t h e w e l l ; i s t h a t c o r r e c t ? 

A. Yes, s i r . 

Q. I s t h a t as o f January 31st? 
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A. Yes, s i r . I t was — 

Q. Did you request a suspension from the BLM as 

they i n d i c a t e d they would approve? 

A. I'm sorry? 

Q. I f you look at E x h i b i t 5, the l e t t e r from the 

BLM i n d i c a t e s they would consider an extension — a 

suspension of the lease, a 16-day suspension. 

Second-to-the-last paragraph on the f i r s t page. 

A. Okay. Okay. 

Q. Did Yates make an e f f o r t t o ob t a i n t h a t 

suspension? 

A. We d i d n ' t . To my knowledge, we d i d not make an 

e f f o r t t o do t h a t . We j u s t wrote a l e t t e r s t a t i n g the f a c t 

t h a t we were going t o be d r i l l i n g across the e x p l o r a t i o n . 

MR. STOVALL: No f u r t h e r questions. 

EXAMINER CATANACH: Witness may be excused. 

DENISE FLY, 

the Witness h e r e i n , having been f i r s t duly sworn, was 

examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CARSON: 

Q. Would you s t a t e your name, please? 

A. My name i s Denise F l y . 

Q. Ms. F l y , by whom are you employed? 

A. I'm a g e o l o g i s t w i t h Yates Petroleum i n A r t e s i a , 
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New Mexico. 

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

A. Yes, s i r . 

Q. And were you -- i n the capacity of a geologist? 

A. Yes, s i r . 

Q. Were your q u a l i f i c a t i o n s acceptable? 

A. Yes. 

MR. CARSON: Are her q u a l i f i c a t i o n s acceptable now, 

Mr. Examiner? 

EXAMINER CATANACH: Yes, s i r . 

Q. (By Mr. Carson) Perhaps before we get i n t o the 

e x h i b i t s , i n order t o answer the question t h a t the examiner 

asked Mr. B i r c h , you might t a l k a l i t t l e b i t about your 

i n i t i a l — the p o l i c y d e c i s i o n i n deciding t o take what was 

o r i g i n a l l y a canyon w e l l a l l the way t o the Morrow. 

A. Okay. Well, i n i t i a l l y we picked t h i s l o c a t i o n 

orthodoxed i n the canyon r e s e r v o i r . And f o r topographic 

purposes, as explained by our previous witness, the BLM 

asked us t o move i t t o the south and east f o r drainage 

purposes. And i t ' s a -- i t ' s f a i r l y common. We take 

about — we t r y t o take maybe one or two we l l s per sec t i o n 

t o t e s t them — w e l l , t o look a t the Morrow, not t e s t i t --

but t o look a t the Morrow. 

Some of these do happen t o be unorthodox, but 

yet we are not producing out of the Morrow at t h i s time. 
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This i s mainly a canyon dolomite r e s e r v o i r . That's our 

main o b j e c t i v e . 

Q. When you say you moved t h i s w e l l f o r the 

purposes of drainage, you mean surface drainage? 

A. Surface drainage, yes. 

Q. I would l i k e t o r e f e r you t o your f i r s t e x h i b i t , 

which i s marked on my l i s t as E x h i b i t No. 7. I s t h a t what 

you've got i t marked? 

A. E x h i b i t 7 i s my wr i t e - u p . I was going t o go 

ahead and submit t h a t as an e x h i b i t . 

Q. Explain t o the examiner what E x h i b i t 7 i s . 

I s E x h i b i t 7 a w r i t t e n e x p o s i t i o n of what your 

verb a l testimony i s going t o be? 

A. Yes, s i r . 

Q. So your next e x h i b i t would be E x h i b i t 8, then; 

i s t h a t c o r r e c t ? 

A. Yes, s i r . 

MR. CARSON: And I t h i n k you have a copy of i t , 

Mr. Examiner. 

Q. (By Mr. Carson) Would you e x p l a i n to the 

examiner what E x h i b i t 8 is? 

A. Uh-huh. E x h i b i t 8 i s a combined isopach and 

s t r u c t u r e map of the canyon dolomite r e s e r v o i r of the South 

Dagger Draw Pool. On t h i s map the s o l i d contours show the 

net thickness of the dolomite r e s e r v o i r , and the contour 
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i n t e r v a l used here i s 100 f e e t . The dashed contours show 

the s t r u c t u r a l c o n f i g u r a t i o n of the top of the canyon 

dolomite, and the contour i n t e r v a l used here again i s 100 

f e e t . 

On t h i s map the A l g e r i t a "AHR" State No. 1 i n 

Unit H of Section 16 of 20 south-24 east has e s t a b l i s h e d 

good production from the p e r f s w i t h i n 80 net f e e t of canyon 

dolomite. 

A w e l l i n Unit N of Section 16 had only four 

f e e t of dolomite and was judged too t i g h t to attempt 

production. 

Another w e l l i n Section 4 had nine f e e t of 

dolomite which was p e r f o r a t e d and simulated but considered 

too t i g h t t o be economic. Therefore the t h i n f eather edge 

of the dolomite r e s e r v o i r appears t o be t i g h t , whereas 80 

f e e t of dolomite can make a good economic w e l l . 

As can be seen from t h i s map, the best l o c a t i o n 

f o r the dolomite r e s e r v o i r i s the east h a l f p r o r a t i o n u n i t 

southeast t o southeast l o c a t i o n which should encounter 

about 55 f e e t of dolomite i n the canyon. Wells i n any 

other d i r e c t i o n t o the n o r t h or west would encounter less 

dolomite and r i s k being uneconomically t i g h t . 

I have — the next e x h i b i t i s a cross s e c t i o n 

A-A', and i t ' s shown here on t h i s map. 

Q. Let's r e f e r you t o E x h i b i t 9 so you can go ahead 
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and e x p l a i n t h a t . 

A. Okay. E x h i b i t 9 i s a s t r a t i g r a p h i c cross 

s e c t i o n A-A" showing the c o r r e l a t i o n s of the canyon 

limestone and the Dagger Draw dolomite r e s e r v o i r near the 

west edge of the Dagger draw South Pool. About 55 f e e t of 

dolomite r e s e r v o i r i s expected t o be d r i l l e d at the 

proposed J u d i t h "AIJ" Federal No. 1 l o c a t i o n . 

Q. Now l e t ' s r e f e r you t o your E x h i b i t No. 10. 

A. Okay. E x h i b i t 10 i s a combined i t ' s a 

combined isopach and s t r u c t u r a l map of the Morrow e l a s t i c s 

i n t e r v a l . S o l i d contours w i t h a 10-foot contour i n t e r v a l 

show the v a r y i n g thickness of the Morrow c l a s t i c i n t e r v a l 

i n t h i s area. The dashed contours show the s t r u c t u r a l 

c o n f i g u r a t i o n on the top of the lower Morrow i n 100-foot 

contours. 

Experience i n northern Eddy County has shown 

t h a t w e l l s along or close t o the axis of t h i c k s i n the 

Morrow c l a s t i c i n t e r v a l s have a much b e t t e r chance of 

encountering more and t h i c k e r Morrow sand bodies which, i f 

not water-bearing, are capable of economic volumes of gas. 

The proposed l o c a t i o n i s close to a t h i c k i n the 

Morrow e l a s t i c s i n t e r v a l and should encounter i n excess of 

180 f e e t of Morrow e l a s t i c s . 

I n a d d i t i o n , the proposed l o c a t i o n i s also on 

the southeast plank of a small a n t i c l i n e which should 
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b e n e f i t i n avoiding the formation water. 

This map also shows a s t r a t i g r a p h i c cross 

se c t i o n B-B', which w i l l be my E x h i b i t No. 11. 

Q. Let's r e f e r t o E x h i b i t 11. 

A. Okay. 

Q. Would you exp l a i n t h a t e x h i b i t t o the examiner? 

A. Okay. E x h i b i t No. 11 i s a s t r a t i g r a p h i c cross 

s e c t i o n B-B' hung on the Morrow e l a s t i c s and tr e n d i n g more 

or less across the axis of the Morrow e l a s t i c s t h i c k of the 

l a s t e x h i b i t . The cross s e c t i o n shows the p e r t i n e n t 

c o r r e l a t i o n and the i n t e r v a l mapped on the previous 

e x h i b i t . 

So from l o o k i n g at our E x h i b i t No. 10, we can 

see t h a t w i t h i n the J u d i t h w e l l we're expecting t o be 

s t r u c t u r a l l y high and also i n a t h i c k e n i n g isopach-wise. 

Q. Ms. Fl y , were E x h i b i t Nos. 7 through 11 prepared 

by you or under your supervision? 

A. Yes, s i r . 

Q. And as f a r as you know, they are s c i e n t i f i c a l l y 

c o r r e c t ; i s t h a t c o r r e c t ? 

A. Yes, s i r . 

MR. CARSON: I'd l i k e t o move the i n t r o d u c t i o n of 

E x h i b i t s No. 7 through 11, Mr. Examiner. 

EXAMINER CATANACH: E x h i b i t s 7 through 11 w i l l be 

admitted as evidence. 
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(Whereupon Applicant's E x h i b i t s 7 through 11 were 

admitted i n t o evidence.) 

Q. (By Mr. Carson) Ms. Fly, i n your o p i n i o n , w i l l 

the g r a n t i n g of t h i s a p p l i c a t i o n prevent the d r i l l i n g of an 

unnecessary number of w e l l s , p r o t e c t c o r r e l a t i v e r i g h t s and 

prevent waste? 

A. Yes. 

MR. CARSON: I don't have any f u r t h e r questions of 

t h i s witness. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. So — your l a s t name is? 

A. F l y . 

Q. Ms. Fly, your primary t a r g e t i n the w e l l i s the 

Upper Penn formation, Canyon Cisco; i s t h a t correct? 

A. We c a l l i t "canyon," yes, upper canyon. 

Q. And you said the thickness plays a major p a r t of 

whether or not a w e l l w i l l be commercial — commercially 

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

A. Uh-huh. Uh-huh. We're g e t t i n g close t o the 

zero dolomite l i n e . I t pinches out towards the west, the 

dolomite r e s e r v o i r does. And, as I've s t a t e d , some of 

these w e l l s t h a t had, oh, four t o nine f e e t have shown not 

to be productive i n t h i s r e s e r v o i r , yet the wel l d i r e c t l y 

t o the south here, the A l g e r i t a , had 80 f e e t present and i s 
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doing q u i t e w e l l as a gas w e l l . 

Q. What i n f o r m a t i o n d i d you use t o draw tha t zero 

contour l i n e i n Section 9? 

A. I n Section 9? 

Q. Right. 

A. Well, I'm basing i t o f f the laws of contouring. 

Also, using my data. 

And we saw down here i n the State D we only had 

four f e e t . Up here near Mimosa we have nine. And keeping 

a c o n s i s t e n t width between my contour i n t e r v a l s , I had t o 

i n f e r i t through Section 9 since there i s no w e l l c o n t r o l . 

Q. A move t o the n o r t h would, i n your o p i n i o n , put 

you at a lesser dolomite thickness? 

A. That i s c o r r e c t . There seems t o be a l i t t l e b i t 

of nose contour-wise coming through here from Section 15. 

P o i n t i n g up towards the southeast corner of Section 9 

there's a small, t h i c k e n i n g nose. Therefore i t appears 

t h a t the southeast quarter of the southeast i n Section 9 

would be the best l o c a t i o n f o r — t o encounter our dolomite 

r e s e r v o i r . 

Q. Why doesn't t h a t nose on the 100-foot contour 

l i n e — why i s n ' t there a corresponding nose on the zero 

contour l i n e ? 

A. Well, we could b r i n g i t back i n towards t h a t 

draw, which would b r i n g i t some -- a l i t t l e b i t closer t o 
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the — the east edge of Section 9, but a l o t of times you 

don't p u l l your lows i n q u i t e as f a r , being o p t i m i s t i c . 

Q. Ms. Fly , Yates has encountered a commercial 

Morrow gas production i n t h i s area; i s t h a t c o r r e c t ? 

A. Yes, s i r . There's two we l l s here. The CC Tank 

produces from the Morrow i n Section 8 and the Yates Foster-

No. 1 produces i n Section 21, and there i s some Morrow 

production t o the nor t h i n the Hogue f i e l d s , some Morrow 

production i n 1925. 

Q. So when you d r i l l these Dagger Draw w e l l s , you 

u s u a l l y consider going down t o the Morrow; i s t h a t c o r r e c t ? 

A. I t ' s sometimes not only g e o l o g i c a l decision but 

also a management d e c i s i o n t o check out the Morrow i n t h i s 

area f o r f u t u r e reference. 

Q. Knowing t h a t you're probably going t o d r i l l the 

w e l l t o the Morrow, i s there any co n s i d e r a t i o n given t o 

what i s a Morrow standard l o c a t i o n compared t o a canyon 

standard l o c a t i o n ? 

I s there any attempt t o t r y and get a Morrow 

l o c a t i o n standard? 

A. Well, when they both c o i n c i d e , t h a t i s what we 

t r y t o do. But here i t appeared t h a t the -- our primary 

o b j e c t i s the canyon, and t h i s was the best l o c a t i o n 

f o r — t o encounter the r e s e r v o i r i n t h i s s e c t i o n , we f e l t . 

EXAMINATION 
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BY MR. STOVALL: 

Q. Ms. F l y , how many w e l l s has Yates d r i l l e d i n the 

broader general area down here i n the Morrow? Do you know? 

A. The Morrow, Inc.? 

Q. Say, the township area. 

A. The Morrow, Inc.? 

Q. Yes. 

A. On the average, I ' d say at l e a s t two per 

s e c t i o n , two t o three per s e c t i o n . 

Q. I s t h i s an area where Yates owns a l o t of 

acreage? 

A. I n the eastern p o r t i o n , l e t ' s say, 20-25. 

Q. So we're t a l k i n g a f a i r l y s i g n i f i c a n t number of 

w e l l s ; i s t h a t c o r r e c t ? 

A. Yes, s i r . 

Q. How many of those are unorthodox? Do you know? 

Roughly. I t ' s not — 

A. I n the canyon? 

Q. What? 

A. I n the canyon? 

Q. Canyon or Morrow. 

A. I can't give you an estimate, though, i n the 

Morrow, but the canyon, I ' d say j u s t a couple. 

Q. Now, d i d most of those — have most of those 

w e l l s t h a t are d r i l l e d t o the canyon gone on t o the Morrow? 
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A. Not a l l of them. Let's see. About -- l i k e I 

sai d , about one per s e c t i o n , I guess, i f we want t o average 

i t out, we could say have gone t o the Morrow. 

Q. That's about h a l f of them, roughly; i s t h a t — 

A. Possibly. I t ' s — 

Q. I'm not ho l d i n g you t o exact numbers. 

A. Yeah. 

Q. I t ' s j u s t kind of a r e l a t i v e idea. 

A. I'm t r y i n g t o look here on my c o n t r o l map t o see 

which ones. 

I ' d say a l i t t l e less than h a l f have gone t o the 

Morrow, and I'm speaking i n t h i s 20-25 -- I mean, excuse 

me, 20-24. 

Q. Yeah. That's f i n e . 

MR. STOVALL: I have no f u r t h e r questions. 

I have no f u r t h e r questions of Ms. Fly , l e t ' s 

say. I do have a question of Mr. Carson and pos s i b l y 

Mr. Bi r c h again. We may need t o discuss i t . 

EXAMINER CATANACH: Witness may be excused. 

MR. CARSON: Could I ask her one more question? 

RE-DIRECT EXAMINATION 

BY MR. CARSON: 

Q. Ms. F l y , t h i s area -- we've been lo o k i n g at your 

E x h i b i t No. 10 and — which i s your isopach and s t r u c t u r e 

map, but a la r g e p a r t of the l o c a t i o n , of t h i s p a r t i c u l a r 
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l o c a t i o n , i s d i c t a t e d by topographic c o n s i d e r a t i o n on the 

surface, i s i t not? 

A. Yes, f o r unorthodoxed i n the canyon. 

MR. CARSON: Thank you. 

FURTHER EXAMINATION 

BY MR. STOVALL: 

Q. Having r a i s e d t h a t question, have you been on 

the l o c a t i o n ? Have you been out there? 

A. Yes. 

Q. What i s the topographic c o n d i t i o n t o the north 

of — 

A. To the n o r t h , there's a small draw t h a t they 

were a f r a i d of some surface drainage where our l o c a t i o n was 

660-660. 

To the west, there was a small h i l l , which we 

would have had t o cut away from t o b u i l d the l o c a t i o n , and 

they f e l t l i k e i f we j u s t moved down a hundred f e e t , we 

would be f a r enough away from the drainage problem, surface 

drainage problem, and not have t o cut as much away from the 

h i l l . 

Q. How f a r t o the the n o r t h would you have had t o 

go t o avoid topographic problems? 

A. Quite a ways. I have a topographic copy of the 

topographic map here, i f you want me to submit t h a t as an 

e x h i b i t . 
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EXAMINER CATANACH: That would be h e l p f u l . 

MR. STOVALL: That would be h e l p f u l , yeah. 

THE WITNESS: Okay. 

Surface-wise on here, I have marked both 

l o c a t i o n s of the J u d i t h w e l l , and i t i s hard to see on t h i s 

map, but you can see t h a t i f we move t o the no r t h and west, 

we would only get steeper on the i n c l i n e . 

MR. STOVALL: We're on 11, I guess. 

EXAMINER CATANACH: 12. 

MR. STOVALL: 12 

Q. (By Mr. S t o v a l l ) I t would have been more than a 

hundred f e e t t o the no r t h t o get away from t h a t — 

A. Uh-huh. 

Q. — topographies? 

A. We would have p o s s i b l y had a l o c a t i o n up on top 

of the h i l l 1980, j u s t e s t i m a t i n g , i t looks l i k e from here. 

But then we are g e t t i n g c l o s e r t o the zero l i n e on our --

where we have i n f e r r e d the zero l i n e of our dolomite 

r e s e r v o i r as we p u l l f a r t h e r to the west. 

Q. I s t h a t wooded area or i s i t open? 

A. No, i t ' s p r e t t y much open grass, f l a t -- w e l l , 

not f l a t . You're g e t t i n g a few h i l l s , but mostly j u s t 

grassy area. 

MR. STOVALL: I have nothing f u r t h e r , once again. 

RE-DIRECT EXAMINATION 
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BY MR. CARSON: 

Q. What i t i s , i t ' s the f o o t h i l l s of Guadalupe 

f o o t h i l l s . 

A. Gett i n g there, uh-huh. 

Q. I t ' s not wooded by Santa Fe standards? 

MR. STOVALL: I'm a northwest lawyer, Mr. Carson, so I 

th i n k of i t as woods up there. 

MR. CARSON: Okay. Well, you probably understand what 

we're t a l k i n g about, then. 

EXAMINATION 

BY MR. STOVALL: 

Q. Mr. Carson, question. 

A. Yes. 

Q. This case i s being r e - a d v e r t i s e d because when i t 

was o r i g i n a l l y a d vertised i t was as an unorthodox l o c a t i o n 

i n the South Dagger Draw Upper Pennsylvanian Associated 

Pool. The advertisement, as has gone out f o r March 7th, 

t a l k s about the West Dagger Draw Morrow Gas Pool only. 

I am concerned t h a t as th a t re-advertisement 

goes out, i t i n f a c t may be misleading and misinforming as 

to the t r u e i n t e n t i o n . You r e a l l y are going f o r both 

pools? 

A. Yeah, t h a t ' s c o r r e c t . I am seeing the 

advertisement 

Q. Let me -- l e t me -- the top case on that, i s 
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the — the t e x t of the advertisement t h a t has gone out f o r 

March 7 t h . The record w i l l r e f l e c t I've handed Mr. Carson 

the a d v e r t i s i n g l i s t f o r the March 7th hearing. 

A. Okay. I see. Now I understand what you're 

saying. 

Q. My i n c l i n a t i o n i s t o say t h a t we probably 

a c t u a l l y need t o again a d v e r t i s e i t f o r the 21st t o show 

t h a t i t r e a l l y i s both pools, t h a t i t ' s not a change from 

one pool t o the other. 

A. That makes sense t o me i f i t doesn't bother 

Mr. B i r c h . I mean, the s i g n i f i c a n c e i s i s t h a t we could — 

i s t h a t we j u s t couldn't produce t h i s u n t i l — u n t i l — 

j u s t propose t h a t . That's assuming no o b j e c t i o n s . 

Q. Correct. 

A. I t h i n k t h a t would be the best way t o handle i t . 

Q. I t h i n k i t e l i m i n a t e s ambiguity t h a t could cause 

a problem — 

A. That's r i g h t . That e l i m i n a t e s f u t u r e problems. 

I agree w i t h t h a t . 

Q. — i f anybody wanted t o ob j e c t l a t e r . 

A. I agree w i t h t h a t . 

MR. STOVALL: While t h i s case w i l l appear on the 

March 7th docket, Mr. Examiner, we have to continue i t , 

a c t u a l l y , u n t i l March 21st t o take i t under advisement. 

MR. CARSON: That's c o r r e c t . 
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EXAMINER CATANACH: Okay. That being the case, w e ' l l 

r e - a d v e r t i s e i t f o r the 21st and continue i t t o the 21st 

and, i f there's no a d d i t i o n a l evidence or testimony at t h a t 

time, take i t under advisement. 

EXAMINER CATANACH: Pardon me? 

MR. CARSON: He asked i f that would necessitate a 

reappearance. I said no, unless somebody objects. 

EXAMINER CATANACH: No. 

MR. STOVALL: You always run the r i s k when you 

adv e r t i s e somebody w i l l show up at t h a t time, but 

MR. CARSON: Thank you very much. 

(The foregoing hearing was concluded at the 

approximate hour of 9:00 am.) 

* * * 
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