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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, 

Hearing Examiner, on Thursday, May 22nd, 2003, a t t h e 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 

8:41 a.m.: 

EXAMINER CATANACH: A l l r i g h t , a t t h i s time I ' l l 

c a l l Case 13,052, the A p p l i c a t i o n of Yates Petroleum 

Corporation f o r approval a u n i t agreement, Lea County, New 

Mexico. 

C a l l f o r appearances. 

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 CATANACH: Any a d d i t i o n a l appearances? 

Okay, w i l l the witness please stand t o be sworn 

in? 

(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. CARR: 

Q. Would you s t a t e your name f o r the r e c o r d , please? 

A. John Amiet. 

Q. Where do you reside? 

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

Q. By whom are you employed? 
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A. Yates Petroleum. 

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

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

Q. Mr. Amiet, have you p r e v i o u s l y t e s t i f i e d before 

t h i s D i v i s i o n and had 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, I have. 

Q. 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 on behalf of Yates? 

A. Yes, I am. 

Q. Are you f a m i l i a r w i t h the proposed Waylon State 

E x p l o r a t o r y U n i t and the st a t u s of the lands i n t h a t 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 sub j e c t of t h i s A p p l i c a t i o n ? 

A. Yes, I have. 

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

work w i t h t he Examiners? 

A. Yes. 

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

acceptable? 

EXAMINER CATANACH: They are. 

Q. (By Mr. Carr) Would you b r i e f l y s t a t e f o r the 

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

A. Yates i s seeking approval of the proposed Waylon 

State E x p l o r a t o r y U n i t . 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 c o n t a i n i n g approximately 2560 acres of State of New 

Mexico lands, located i n Lea 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 as Yates E x h i b i t 

Number 1. I ' d ask you t o i d e n t i f y t h a t and e x p l a i n what i t 

i s . 

A. This i s a 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. And what i s E x h i b i t 2? 

A. This i 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. I t shows t h a t t h e r e are 

seven State of New Mexico leases and one fee lease. 

Q. And now l e t ' s go t o E x h i b i t 3. What i s t h i s ? 

A. This i s E x h i b i t B t o the u n i t agreement. I t 

shows t h e ownership breakdown. I t i d e n t i f i e s the Yates 

leases. There are seven State of New Mexico Yates leases. 

Elk O i l has a 320-acre lease i n the n o r t h h a l f of 

Section 21 of 11 South, 34 East. Elk has decided t o 

p a r t i c i p a t e i n t h i s u n i t . 

There's one 80-acre fee lease, Bogle, l o c a t e d i n 
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the west h a l f of Section 15 of 11 South, 34 East. The 

Bogle p a r t i e s have been contacted by phone and by l e t t e r . 

They have d e c l i n e d t o p a r t i c i p a t e , so t h e i r acreage w i l l be 

developed on a lease basis. 

There's also Lots 1, 2, 3 and 4 of Section 15. 

This i s 53.92 acres t h a t ' s c u r r e n t l y unleased State of New 

Mexico lands. The State a t t h i s time has decided not t o 

lease t h i s acreage due t o environmental concerns. 

E v i d e n t l y t h i s i s a dry lakebed or a playa l a k e , and 

t h e y ' r e concerned about the environmental concerns. And so 

a t t h i s time they're not l e a s i n g t h i s acreage. We'll r e f e r 

t o t h i s l a t e r on w i t h another e x h i b i t . 

Q. With the acreage t h a t has been committed t o t h i s 

u n i t , does Yates have e f f e c t i v e c o n t r o l of u n i t operations? 

A. Yes, they do. 

Q. Have you reviewed t h i s A p p l i c a t i o n and t h e 

unleased lands w i t h the Commissioner of P u b l i c Lands? 

A. Yes, I have, I met w i t h Mr. Martinez and h i s 

group i n m i d - A p r i l , and he's given us an approval l e t t e r 

from the State Land O f f i c e . 

Q. And i s t h a t included as Yates E x h i b i t Number 4? 

A. Yes, i t i s . 

Q. And how have they determined t h a t these unleased 

t r a c t s w i l l be handled? 

A. I f they decide t o lease t h i s 53.9 acres i n the 
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f u t u r e , t h i s acreage w i l l be committed t o the u n i t . 

Q. And t h a t ' s set f o r t h as a c o n d i t i o n i n t h e 

State's p r e l i m i n a r y approval? 

A. Yes, i t i s . 

Q. Does Yates d e s i r e t o be designated operator of 

the proposed u n i t ? 

A. Yes. 

Q. Let's go t o E x h i b i t Number 5, the AFE f o r the 

proposed i n i t i a l w e l l . Would you review t h a t , please? 

A. This AFE sets out the dryhole and completed w e l l 

c o s t s . A completed w e l l i n t h i s area w i l l run 

approximately $1783. Due t o the problems we've had w i t h 

t h i s playa lake, we're using a spudder t o h o l d one of the 

leases t h a t expired on May 1st, 2003, so we'd l i k e t o 

develop t h i s as soon as we can. 

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

f i l i n g of plans of development? 

A. Yes. 

Q. And are those plans t o be f i l e d w i t h the OCD as 

w e l l as t h e State Land O f f i c e ? 

A. Yes. 

Q. And how o f t e n are they f i l e d ? 

A. As r e f e r r e d t o i n A r t i c l e 9 of the u n i t 

agreement, the i n i t i a l plan i s s i x months a f t e r completion 

of t h e f i r s t w e l l . Subsequent plans are 12 months 
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t h e r e a f t e r . 

Q. What horizons are being u n i t i z e d i n t h e proposed 

Waylon State Fee Exploratory Unit? 

A. A l l horizons. 

Q. And where i s t h i s t e s t w e l l t o be d r i l l e d ? 

A. That l o c a t i o n i s 1700 f e e t from the south l i n e 

and 660 f e e t from the west l i n e of Township 11 South, Range 

34 East, of New Mexico. 

Q. And how deep w i l l i t be d r i l l e d ? 

A. The i n i t i a l w e l l has a t e n t a t i v e TD of 12,750 

f e e t t o the lower M i s s i s s i p p i a n limestone. 

Q. I s the lower M i s s i s s i p p i a n limestone t h e primary 

o b j e c t i v e i n the w e l l — i n the u n i t ? 

A. A c t u a l l y , Atoka-Morrow i s the primary o b j e c t i v e . 

This w i l l be a w i l d c a t w e l l . And I might mention, there's 

o n l y one Atoka-Morrow p e n e t r a t i o n w i t h i n the u n i t area, and 

t h i s was a dry hole. 

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

A. The M i s s i s s i p p i a n lime and upper Permo-Penn 

carbonates would be secondary o b j e c t i v e s . 

Q. Mr. Amiet, l e t ' s go t o what's been marked as 

E x h i b i t Number 6. Would you i d e n t i f y t h a t and review the 

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

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

f o r m a t i o n or M i s s i s s i p p i a n , upper M i s s i s s i p p i a n zone. I t 
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shows the u n i t area w i t h the bold red o u t l i n e . I t 

i d e n t i f i e s several Atoka-Morrow producers. A c t u a l l y , 

t h e r e ' s f o u r of them. A l l of these are o u t s i d e the u n i t 

area. They're shown w i t h the s o l i d p u r p l e c i r c l e s . I 

might mention t h a t only two of these were economic w e l l s . 

As I've mentioned, there's only one Atoka-Morrow 

p e n e t r a t i o n w i t h i n the u n i t area. This was a dry hole. 

Our l o c a t i o n i s shown w i t h the b o l d red c i r c l e . 

Yates i s l o o k i n g f o r sand development, so we're l o o k i n g f o r 

s t r u c t u r a l low areas. These low areas can be very 

p r o d u c t i v e , but they're long, narrow channels t h a t are 

sometimes d i f f i c u l t t o f o l l o w . These are shown w i t h the 

blue l i n e s . These s u b t l e channels are sometimes very 

d i f f i c u l t t o f o l l o w , and r i s k y . 

The cross-section t h a t I'11 r e f e r t o i n a minute 

i s shown w i t h the green l i n e . 

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

A. Yes, I am. 

Q. Okay, l e t ' s go t o E x h i b i t Number 7. 

A. This i s a west-east s t r u c t u r a l c r o s s - s e c t i o n . 

The sands are shown i n yellow. The s o l i d blue i s 

i n d i c a t i n g the upper M i s s i s s i p p i a n or A u s t i n limestone. 

We'll s t a r t w i t h the w e l l on t h e l e f t , t h e 

B l i t z e n . This i s a w e l l t h a t was not an economic w e l l , 

although i t d i d produce from the Morrow. I t made about 267 
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m i l l i o n cubic f e e t of gas, was not close t o being an 

economic w e l l . But i t does have some sand i n i t . I t was 

not i n the channel. 

Come a l i t t l e f a r t h e r t o the east, and we t h i n k 

i s t h e main p a r t of the channel. As I've s a i d , you have 

t o use 3-D seismic t o d e l i n e a t e these channels, since 

t h e y ' r e sometimes very narrow i n terms of 400 t o 500 f e e t 

wide. 

The next w e l l , t h e r e i s no sand, and you can see 

the limestone i s very t h i c k . But again, you come about a 

thousand f e e t t o the northeast, we t h i n k t h e r e ' s a 

p o t e n t i a l l o c a t i o n , and t h i s would be our f i r s t l o c a t i o n . 

And then there's another p o t e n t i a l channel and 

another — the Donner State Com Number 1 w e l l . Again, i t ' s 

showing a t h i c k limestone. I t seems where you have the 

r e a l t h i c k limestone there i s no sand. Where you have 

sands t h a t have cut down i n t o the limestone, a l o t of times 

i t ' s limestone t h a t ' s t h i n n e r , and t h a t ' s i n d i c a t i n g 

e r o s i o n from the o v e r l y i n g sands. 

The w e l l f a r t h e s t on the r i g h t i s the Carper 

McAlester. This i s one of the economic w e l l s i n t h e area. 

I t d i d h i t the channel and has made over a BCF t o date, and 

i t ' s s t i l l making about 350 MCF a day. 

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

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

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

Q. R e f e r r i n g t o t h i s summary, could you summarize 

f o r the Examiner why i t i s t h a t Yates i s proposing t o 

develop t h i s area under a u n i t plan? 

A. These are expensive w e l l s t o d r i l l , almost $1.8 

m i l l i o n per completed w e l l . These channels are very narrow 

and sinuous. They're d i f f i c u l t t o d e l i n e a t e , even w i t h 3-D 

seismic, because these sands are o f t e n t h i n , from 20 t o 30 

f e e t t h i c k . 

We t h i n k the formation of the u n i t w i l l thus 

r e s u l t i n a more reasonable development of these reserves, 

and t h e pool can more e f f e c t i v e l y be developed under a u n i t 

p l a 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 be i n the best i n t e r e s t s of conservation, t he 

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 prepared by you or 

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

A. Yes. 

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

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

EXAMINER CATANACH: E x h i b i t s 1 through 8 are 

admitted. 
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EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Amiet, has Elk O i l signed the u n i t agreement? 

A. Yes, they have. They've decided t o p a r t i c i p a t e . 

Q. Okay. So the only acreage t h a t ' s o u t s t a n d i n g i s 

the unleased acreage, a t t h i s p o int? 

A. That's c o r r e c t , the Bogle p a r t i e s have decided t o 

develop t h e i r acreage on a lease basis, and then t h i s Playa 

lake i s c u r r e n t l y unleased, approximately 54 acres. 

And the State a t t h i s time has not committed 

themselves t o lease i t . I t was on the May sa l e , but they 

p u l l e d i t . And so r i g h t now they've decided not t o lease 

t h i s acreage. 

Q. Okay, so the Bogle i n t e r e s t i s i n Section 15. 

A. That's 80 acres i n the west h a l f of Section 15. 

You can see i t on the lease map. 

Q. Section 15. Okay, so t h a t ' s going t o be included 

i n t h e u n i t , but i t ' s going t o be developed on a lease 

basis? 

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

Q. Okay. And the other — the lake-bed t r a c t i s 

als o i n Section 15. That's shown as Lots 1, 2, 3 and — 

I'm s o r r y , where i s t h a t acreage? 

A. That's i n Section 15, k i n d of r i g h t i n the center 

of Section 15. I t ' s 54 acres. 

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 

14 

Q. So i t ' s k i n d of carved out of some q u a r t e r -

q u a r t e r sections? 

A. Yes. 

Q. I see. 

A. I n f a c t , i t ' s shown on — The s t r u c t u r e map on 

top of the A u s t i n shows the l o c a t i o n of the lake w i t h a 

blue o u t l i n e . 

Q. So they j u s t took t h a t 53.92 acres out? I s t h a t 

what — 

A. That's c o r r e c t , they don't want t o lease i t a t 

t h i s time. 

Q. So the remaining acreage i n some of those q u a r t e r 

s e c t i o n s i s already leased — 

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

Q. — they j u s t carved out t h a t 53 — 

A. That's c o r r e c t . I n f a c t , t h e r e was some 

confusion. We d i d n ' t know t h a t when we f i r s t a p p l i e d f o r 

t h i s u n i t , or f i r s t s t a r t e d checking i t out, we d i d n ' t know 

t h a t t h a t 54 acres was not leased. We assumed i t was, and 

then we s t a r t e d l o o k i n g a t the land, and i t d i d n ' t add up 

t o 640 acres. 

We got t o checking, and t h e r e was confusion on 

the State's p a r t also. They weren't sure whether i t was a 

lease or not u n t i l they got checking. 

And there's I guess only two — there ' s two lakes 
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i n t h i s area t h a t are unleased, playa lakes. I t ' s the 

f i r s t time I've heard of t h i s . 

Q. Yeah. So when and i f they decide t o lease t h a t 

acreage, how w i l l t h a t work? W i l l Yates get — 

A. We w i l l b i d — 

Q. — they w i l l lease i t t o you, or — 

A. We w i l l b i d on i t , but — The hi g h bidder i s 

going t o get the acreage, but the State has s t i p u l a t e d i n 

t h e i r — I t h i n k i t was E x h i b i t 5 — t h a t i t w i l l be 

committed t o the u n i t , whoever acquires the lease. 

Q. I see. 

A. So any w e l l s from t h a t time on w i l l be i n the 

u n i t . 

Q. Okay, i n t e r e s t i n g . 

Okay, you s a i d — you mentioned one o f the Atoka-

Morrow w e l l s was commercial, the one i n — down i n 

Section — w e l l , the one i n the southeast p a r t of t h i s map? 

A. That's r i g h t , and t h a t ' s — 

Q. I n Section 25, I guess? 

A. — l i k e I say, i t ' s — Section 25. I t ' s made 

about a BCF and 23 MBO t o date, and i t ' s s t i l l making about 

340 MCF a day. So i t ' s a good, economic w e l l . 

Also, the w e l l c l e a r up i n the n o r t h p a r t of the 

map, the purple c i r c l e i n Section 11, i s also an economic 

w e l l . Those are the only two economic deep w e l l s on t h i s 
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map. 

There are some producers up i n the northwest 

q u a r t e r of the map, but these are Permo-Penn shallow Cisco 

producers t h a t — V i r t u a l l y a l l of those have been 

abandoned. This was developed i n the 1960s. 

Q. So the plan i s t o d r i l l down i n t o the 

M i s s i s s i p p i a n , j u s t t o t e s t i t , b a s i c a l l y ? 

A. That's c o r r e c t . Our primary t a r g e t s are Atoka-

Morrow, although we've had some good success i n t h e upper 

M i s s i s s i p p i a n , making some decent gas w e l l s . So w e ' l l take 

the w e l l down i n t o t he M i s s i s s i p p i a n . 

Q. I s t h e r e any M i s s i s s i p p i a n p r o d u c t i o n on t h i s 

map? 

A. There's a w e l l — not an economic, ther e ' s a w e l l 

j u s t t o the n o r t h t h a t you could say would be economic or 

close t o economic. 

But there's been — a few of these w e l l s have 

made, you know — I n f a c t , the w e l l i n Section 23, i n the 

southern p o r t i o n , has made about 42 m i l l i o n from the 

M i s s i s s i p p i a n . But obviously i t ' s not an economic w e l l . 

Q. Are you r e f e r r i n g t o the Comet — 

A. Yes, the Comet "AUC" State Number 1. 

Q. Okay. 

A. The M i s s i s s i p p i a n g e n e r a l l y i n t h i s area i s a 

very e r r a t i c , undependable producer, but i t ' s something you 
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want t o look a t . 

Q. So the blue l i n e s on t h i s map t h a t d e p i c t t he 

edges of the channels — 

A. That's c o r r e c t , the center p a r t of the channel 

t h a t we t h i n k — we're t r y i n g , again, using the 3-D seismic 

t r y i n g t o d e f i n e lows where the sand would have been 

deposited d u r i n g Atoka-Morrow time. 

Q. So these are b a s i c a l l y developed on 3-D seismic? 

A. Yes, you j u s t about have t o have 3-D seismic, 

because these channels are so narrow, and th e y ' r e not 

always s t r a i g h t . 

Q. Well, j u s t out of c u r i o s i t y , why would you — 

Your proposed l o c a t i o n looks t o be r i g h t on the edge of 

t h a t channel. I s t h a t r i g h t ? 

A. Well, I'm t h i n k i n g — You're r e f e r r i n g t o the red 

c i r c l e i n 14? Yeah, I've got i t r i g h t i n the center of the 

blue l i n e , unless i t ' s — 

Q. Okay, so the blue l i n e s d e p i c t the channels? 

A. Yes. 

EXAMINER CATANACH: Okay, I see what you're 

saying, I got you. 

Okay, I be l i e v e t h a t ' s a l l I have, Mr. Carr. 

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

t h i s case. 

EXAMINER CATANACH: Okay, t h e r e being n o t h i n g 
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f u r t h e r i n t h i s case, Case 13,052 w i l l be taken under 

advisement. 

(Thereupon, these proceedings were concluded a t 

8:58 a.m.) 

* * * 
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