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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 A UNIT AGREEMENT, 
LEA COUNTY, NEW MEXICO 

APPLICATION OF YATES PETROLEUM 
CORPORATION FOR A UNIT AGREEMENT, 
LEA COUNTY, NEW MEXICO 

CASE NOS. 13,2 00 

and 13,201 

REPORTER'S TRANSCRIPT OF PROCEEDING^ 2^ ^ 

EXAMINER HEARING Oil Conservation Division 
1220 S. St. Francis Dme 

Santa Fe, NM 87505 
BEFORE: DAVID R. CATANACH, Hearing Examiner 

January 8 t h , 2004 

ORIGINAL 
Santa Fe, New Mexico 

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, January 8 t h , 2004, 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 

8:44 a.m.: 

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

13,200, which i s the A p p l i c a t i o n of Yates Petroleum 

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

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

MR. FELDEWERT: May i t please the Examiner, 

Michael Feldewert w i t h the Santa Fe o f f i c e of Holland and 

Hart, appearing on behalf of Yates Petroleum Corporation i n 

t h i s matter. 

EXAMINER CATANACH: A d d i t i o n a l appearances? 

MR. BRUCE: Mr. Examiner, Jim Bruce of Santa Fe, 

appearing on behalf of Pride Energy Company. 

MR. FELDEWERT: Mr. Examiner, I would request 

t h a t t h i s case be heard i n co n j u n c t i o n w i t h the next case, 

13,2 01, which i s also an A p p l i c a t i o n f o r a u n i t agreement. 

The evidence i n both cases are b a s i c a l l y t he same, and I 

t h i n k we can save a l i t t l e time by handling them both a t 

the same time. 

EXAMINER CATANACH: Okay, i n t h a t case I w i l l 

c a l l Case 13,201, which i s the A p p l i c a t i o n of Yates 

Petroleum Corporation f o r a u n i t agreement, al s o i n Lea 

County, New Mexico. 

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

Okay, do you have witnesses i n t h i s case, Mr. 

STEVEN T. BRENNER, CCR 
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Feldewert? 

MR. FELDEWERT: Mr. Examiner, Yates i s seeking 

approval of the Reba State Exploratory U n i t i n Case Number 

13,200 and the W i l l i e State Exploratory U n i t i n Case Number 

13,201. These are u n i t areas t h a t are adjacent t o each 

other i n Lea County. The area i s approximately 10 miles 

northwest of Tatum. We are here today seeking approval of 

these proposed u n i t s by a f f i d a v i t pursuant t o the 

D i v i s i o n ' s p o l i c y . 

The Reba State U n i t , which i s the s u b j e c t of Case 

Number 13,2 00, i s comprised of 3520 acres of s t a t e lands. 

95 percent of the working i n t e r e s t i n these lands i s owned 

by Yates and i t s a f f i l i a t e d companies. And the remaining 

f i v e percent of t h i s u n i t area, which comprises 160 acres, 

i s h e l d by Pride Energy. 

With respect t o the second case, Number 13,201 

i n v o l v i n g the W i l l i e State U n i t , t h a t case i s comprised of 

2208 acres of s t a t e lands, and 100 percent of the working 

i n t e r e s t i n these lands i s owned by Yates and i t s 

a f f i l i a t e d companies. 

I n each case, Mr. Examiner, Yates proposes t o 

t e s t a l l formations from the surface t o the lower 

M i s s i s s i p p i a n limestone. 

And what we have done f o r you, Mr. Examiner, i n 

each case i s provided an a f f i d a v i t of Mr. John Amiet. I t ' s 
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Yates E x h i b i t Number 1 i n each case. Mr. Amiet i s a 

petroleum g e o l o g i s t f o r Yates. 

And i n each set of e x h i b i t s you have a Tab A t o 

the a f f i d a v i t , which i s the f u l l y executed copy of u n i t 

agreement, which conforms t o the State Land O f f i c e form. 

E x h i b i t B t o each a f f i d a v i t i s the p l a t t o t h e 

u n i t agreement, i d e n t i f y i n g the u n i t boundary. And j u s t t o 

o r i e n t you, Mr. Examiner, these u n i t s abut each other a t 

Section 29 and 32 f o r the Reba State U n i t , and the 30 and 

31 f o r the W i l l i e State U n i t . 

The schedule — or Tab C t o each of these 

a f f i d a v i t s i s , i n essence, a schedule B t o the executed 

u n i t agreement, which s t i l l i s the ownership breakdown f o r 

each of these two proposed u n i t s . 

Tab D i n each of these a f f i d a v i t s i s t h e l e t t e r 

from the Commissioner of Public Lands g i v i n g h i s 

p r e l i m i n a r y approval t o each of these u n i t s . 

And then under Tab E t o each of — f o r each of 

these u n i t s , i s the A u s t i n limestone isopach f o r t h i s u n i t 

area. I t shows the Atoka-Morrow sands, which are the main 

producing o b j e c t i v e f o r t h i s u n i t , i n blue. That's the — 

That's where Yates p r e d i c t s the sand channel w i l l have 

eroded i n t o the un d e r l y i n g limestone i n each of these 

proposed u n i t s . They p r o j e c t on each of these maps the 

sandstone i n t e r v a l , the t h i c k e s t sandstone i n t e r v a l , i n 

STEVEN T. BRENNER, CCR 
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yel l o w , and i n each case the proposed t e s t w e l l i s shown i n 

red, on each of these maps. And I should p o i n t out t h a t 

the i n i t i a l t e s t w e l l f o r each u n i t i s going t o be a t a 

standard l o c a t i o n . 

Then Tab F f o r each of these a f f i d a v i t s i s a 

cr o s s - s e c t i o n A-A1 t h a t Yates has developed of Morrow sands 

near these proposed u n i t area. When you look a t them 

y o u ' l l see i t demonstrates t h a t t h e r e are d i f f e r e n c e s 

between w e l l s w i t h respect t o the sand d e p o s i t i o n i n each 

of these areas, and they show i n yellow on these maps the 

p o t e n t i a l sand channels t h a t e x i s t throughout each of these 

u n i t areas. 

And then f i n a l l y , Mr. Examiner, Tab G t o each of 

these a f f i d a v i t s i s the AFE f o r the i n i t i a l t e s t w e l l . 

With respect t o the Reba State U n i t , the estimated cost i s 

$1,790,000. And f o r the W i l l i e State U n i t the estimated 

cost i s $1,779,000. 

Now, i n each of these a f f i d a v i t s , Mr. Examiner, 

Mr. Amiet t e s t i f i e s i n more d e t a i l about the p r o j e c t and 

the geology i n v o l v e d . He also notes t h a t t h i s i s a c o s t l y 

and r i s k y p r o j e c t , as the r e i s no Atoka-Morrow p r o d u c t i o n 

i n these u n i t areas, and i n f a c t t h e r e are dry holes w i t h i n 

these u n i t areas. 

And i n each case what Yates i s e s s e n t i a l l y 

a t t e m p t i n g t o do i s t o develop Atoka-Morrow p r o d u c t i o n i n 
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acreage — s t a t e acreage on which t h e r e has been no 

pro d u c t i o n . 

F i n a l l y , Mr. Amiet t e s t i f i e s i n each of these 

a f f i d a v i t s t h a t given the cost and the r i s k t h a t ' s i n v o l v e d 

and the absence of e x i s t i n g Atoka-Morrow p r o d u c t i o n , the 

development of each of these areas pursuant t o a u n i t p lan 

i s i n the best i n t e r e s t s of conservation, the p r e v e n t i o n of 

waste and the c o r r e l a t i v e r i g h t s . 

So we ask, Mr. Examiner, t h a t E x h i b i t 1, which i s 

Mr. Amiet's a f f i d a v i t i n each of these cases, be admitted 

i n t o evidence f o r each r e s p e c t i v e case. 

And then secondly, Mr. Examiner, w i t h respect t o 

the Reba State Case, which i s Case Number 13,2 00, we have 

an a d d i t i o n a l e x h i b i t , Yates E x h i b i t Number 2. As i s 

po i n t e d out i n the a f f i d a v i t , Pride Energy owns 160 acres 

i n t h i s u n i t area. They've been i n v i t e d , as y o u ' l l see i n 

E x h i b i t Number 2, t o j o i n t h i s u n i t . We've marked the 

proposal l e t t e r and the i n f o r m a t i o n t h a t was sent t o Pride 

r e l a t e d t o t h i s p r o j e c t as Yates E x h i b i t Number 2 f o r Case 

Number 13,200. 

Mr. Amiet also t e s t i f i e s i n the a f f i d a v i t f o r 

t h a t p a r t i c u l a r case t h a t they've been i n contact w i t h 

Pride Energy about t h i s p r o j e c t . So w i t h respect t o Case 

Number 13,200 we ask t h a t the a d d i t i o n a l e x h i b i t , E x h i b i t 

Number 2, be admitted i n t o evidence. 

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 

9 

F i n a l l y , Mr. Examiner, we've been informed t h a t 

w i t h respect t o both of these u n i t s t h e r e are leases t h a t 

are going t o exp i r e on February 1st, so we ask t h a t both of 

these matters be taken under advisement and t h a t the — and 

r e s p e c t f u l l y request t h a t the D i v i s i o n expedite t h e e n t r y 

of an order i n each of these matters t o avoid lease 

e x p i r a t i o n . 

Now, because of t h i s request, Yates has sent Mr. 

Amiet here t o Santa Fe today t o be a t t h i s h e a ring, t o 

answer whatever questions you may have w i t h respect t o t h i s 

p r o j e c t , and he's prepared t o be sworn i n and answer 

whatever questions you may have. 

But I t h i n k t h i s i s f a i r l y s t r a i g h t f o r w a r d and 

I ' d be happy t o do whatever we can t o a s s i s t the D i v i s i o n 

i n g e t t i n g an order entered i n each of these matters. 

EXAMINER CATANACH: Okay. Mr. Bruce, d i d you 

have anything? 

MR. BRUCE: No, Pride Energy does not o b j e c t t o 

the A p p l i c a t i o n . 

EXAMINER CATANACH: Okay, j u s t a couple o f t h i n g s 

you may be able t o answer, Mr. Feldewert. 

Pride has not signed the agreement; i s t h a t 

c o r r e c t ? 

MR. FELDEWERT: They have not, they have not, as 

of t h i s time. I t ' s my understanding t h a t they've been i n 

STEVEN T. BRENNER, CCR 
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c o n t a c t , and we hope t h a t they're going t o j o i n . 

And one of the unique t h i n g s , i f you've got the 

Reba State U n i t i n f r o n t of you, Mr. Examiner — 

EXAMINER CATANACH: Uh-huh. 

MR. FELDEWERT: — you look a t Tab B, t h i s i s 

k i n d of i n t e r e s t i n g . Y o u ' l l see t h e i r acreage down i n 

Section 32. Look a t the c o n f i g u r a t i o n , i t ' s r i g h t i n the 

middle. So i t ' s a r a t h e r unique s i t u a t i o n . Yates owns 

e v e r y t h i n g around t h e i r l i t t l e square, 160-acre square 

t h e r e i n the middle. 

EXAMINER CATANACH: The only other question I 

have i s , was the W i l l i e State contracted somewhat? Because 

the advertisement has more acreage than what you guys are 

proposing now. 

MR. FELDEWERT: Oh, I see, the advertisement says 

2240 r a t h e r than 2208. 

EXAMINER CATANACH: Yeah, i t looks l i k e t h e r e was 

4 0 acres taken out of there f o r some reason. 

MR. FELDEWERT: I t looks l i k e , yeah, 32. I'm not 

— t h a t could be a typo. 

EXAMINER CATANACH: As f a r as you know, i t wasn't 

c o n t r a c t e d , then? 

MR. FELDEWERT: No, i t was n o t . 

EXAMINER CATANACH: Okay. But these ads are 

c o r r e c t , they do giv e a c o r r e c t d e s c r i p t i o n of the lands? 

STEVEN T. BRENNER, CCR 
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MR. FELDEWERT: Yes, i t does, they do, as does 

the A p p l i c a t i o n . And I w i l l say t h a t — I'm checking the 

u n i t agreement, and i t i s 22 08 acres, more or l e s s . I 

t h i n k i t ' s 2028.57. 

EXAMINER CATANACH: Okay. I don't t h i n k i t ' s 

necessary t o have Mr. Amiet t e s t i f y . 

MR. FELDEWERT: Thank you. 

EXAMINER CATANACH: Mr. Bruce, d i d you have 

anything f u r t h e r ? 

MR. BRUCE: No, s i r . 

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

i n each of these matters. 

EXAMINER CATANACH: Okay. E x h i b i t s 1 and 2 i n 

Case Number 13,200 w i l l be admitted as evidence, and 

E x h i b i t Number 1 i n Case Number 13,201 w i l l be admitted. 

And t h e r e being nothing f u r t h e r , Case 13,200 and 

Case 13,201 w i l l be taken under advisement. 

MR. FELDEWERT: Thank you, Mr. Examiner. 

EXAMINER CATANACH: Thank you. 

8:57 a.m.) 

(Thereupon, these proceedings were concluded a t 
i <*© feer*?.>y certify 'ttrsgt$» for-egotog <*& 

•a -cc:.-v!e:j record of fh« |>roceedtRjw ta 
L'^3:'- ir>€r .hearing -of Case No/J&OO ;'. 
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