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STATE OP NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 
State Land O f f i c e B u i l d i n g 

Santa Fe, New Mexico 
14 February 19 79 

EXAMINER HEARING 

IN THE MATTER OF 

A p p l i c a t i o n of Yates Petroleum 
Corporation f o r a u n i t agree
ment, Eddy County, New Mexico. 

CASE 
6455 

BEFORE: Daniel S. Nut t e r 

TRANSCRIPT OF HEARING 

A P P E A R A N C E S 

For the O i l Conservation Lynn Teschendorf, Esq. 
D i v i s i o n : Legal Counsel f o r the D i v i s i o n 

State Land O f f i c e Bldg. 
Santa Fe, New Mexico 87503 

For the A p p l i c a n t : J o e l Carson, Esq. 
LOSEE, CARSON, AND DICKERSON 
A r t e s i a , Nev; Mexico 
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I N D E X 

JERRY BOOK 

D i r e c t Examination by Mr, Carson 

Cross Examination by Mr. N u t t e r 

A p p l i c a n t E x h i b i t 

A p p l i c a n t E x h i b i t 

A p p l i c a n t E x h i b i t 

A p p l i c a n t E x h i b i t 

A p p l i c a n t E x h i b i t 

A p p l i c a n t E x h i b i t 

A p p l i c a n t E x h i b i t 

E X H I B I T S 

One, Unit Agreement 

Two, L e t t e r 

Three, A p p l i c a t i o n 

Four, Report 

Five, Areal Map 

Six, Cross Section 

Seven 
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MR. NUTTER: C a l l Case 6455. 

MS. TESCHENDORF: Case 6455. A p p l i c a t i o n of 

Yates Petroleum Corporation f o r a u n i t agreement, Eddy 

County, New Mexico. 

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

Carson, Losee, Carson, and Dickerson, P. A., A r t e s i a , New 

Mexico, appearing on behalf of the a p p l i c a n t . I have one 

witness, Mr. J e r r y Book. 

(Witness sworn.) 

JERRY BOOK 

being c a l l e d as a witness and having been duly sworn upon 

h i s oath, t e s t i f i e d as f o l l o w s , t o - w i t : 

DIRECT EXAMINATION 

BY MR. CARSON: 

Q. Mr. Book, w i l l you s t a t e your f u l l name, 

please? 

A. J e r r y Wayne Book. 

Q. By whom are you employed? 

A, Yates Petroleum Corporation i n A r t e s i a , New 

Mexico. 

Q. I n what capacity? 

A As a g e o l o g i s t , 

Q. And, Mr. Book, have you p r e v i o u s l y t e s t i f i e d 
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be fo re t h i s commission? 

fl. Yes, I have. 

Q. And have your q u a l i f i c a t i o n s been accepted? 

A. Yes, they have. 

MR. CARSON: Are h i s q u a l i f i c a t i o n s acceptably 

Mr, Examiner? 

MR. NUTTER: Yes, they are, 

Q. (Mr. Carson c o n t i n u i n g . ) Mr. Book, I'm going 

t o r e f e r you t o Appli c a n t ' s E x h i b i t Number One, and ask 

you t o i d e n t i f y t h a t . 

fl. Okay, E x h i b i t Number One i s the u n i t agree

ment f o r the development and oper a t i o n of the North Texas 

H i l l s U n i t . 

E x h i b i t A of the u n i t agreement i s a land 

p l a t showing the North Texas H i l l s U n i t area i n Sections 

16, 17, 20, 21, 28, 29, 32, and 33 of Township 21 South, 

Range 21 East, i n Eddy County, New Mexico. I t contains 

5,120 acres, more or l e s s . The p l a t shows Federal lands 

of 3,720 acres, being 72.66 percent of the t o t a l acreage; 

State of New Mexico lands of 1,360 acres, being 26.56 of 

the t o t a l acreage; patented or fee lands, 40 acres, being 

.78 of the t o t a l acreage. 

I n d i v i d u a l lease boundaries are also shown. 

E x h i b i t B of the u n i t agreement i s a 

schedule of lands and leases i n the North Texas H i l l s u n i t , 
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w i t h the number o f the lease corresponding t o the t r a c t 

number on E x h i b i t A. 

We expect t o have 100 percent of the working 

i n t e r e s t s committed. 

Q. Mr. Book, I r e f e r you t o Ap p l i c a n t ' s E x h i b i t 

Number Two and ask you t o i d e n t i f y t h a t . 

R. E x h i b i t Number Two i s a l e t t e r from the 

O f f i c e of the New Mexico Commissioner of Public Lands, Alex 

J. Armijo, approving the u n i t agreement as t o form and con

t e n t . 

Q. And t h i s , w e l l , t h i s l e t t e r i s addressed t o 

Mr. Randolph M. Richardson. He was working f o r — on behalf 

of the A p p l i c a n t , was he not? 

h. Yes, he was. 

Q. A l l r i g h t , I r e f e r you t o Ap p l i c a n t ' s Ex

h i b i t Number Three, and ask you t o i d e n t i f y t h a t . 

A. E x h i b i t Number Three i s a copy of the a p p l i 

c a t i o n f o r designation o f the North Texas H i l l s U n i t area 

and f o r approval of the depth o f the i n i t i a l t e s t w e l l t o 

be d r i l l e d thereupon. I t was submitted t o the US GS on 

January 23rd, 1979. 

Q. I ' l l r e f e r you t o Ap p l i c a n t ' s E x h i b i t Number 

Four and ask you t o i d e n t i f y t h a t . 

A. E x h i b i t Number Four i s a w r i t t e n r e p o r t , 

which b r i e f l y summarizes the geologic reasons f o r forming 
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the 8 - sec t ion Federa l u n i t . 

0. Now, Mr. Book, was t h i s E x h i b i t Number Four 

prepared by you? 

A. Yes, i t was. 

Q. I r e f e r you t o Appli c a n t ' s E x h i b i t Number 

Five and ask you t o i d e n t i f y t h a t . 

A. E x h i b i t Number Five i s an a r e a l map showing 

the w e l l l o c a t i o n s , i n d i c a t i n g dry holes, and producing 

w e l l s , and the horizon of pro d u c t i o n . 

I t also shows 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 proposed North Texas H i l l s U n i t , 

I t also d i s p l a y s I s o l i t h contours o f t o t a l 

sand i n the Upper Morrow. 

Q. Now, Mr. Book, I ' l l r e f e r you t o App l i c a n t ' s 

E x h i b i t Number Six and ask i f t h a t was prepared by you or 

under your supervision? 

A. Yes, i t was. 

Q. What does i t p u r p o r t t o show? 

A. I t i s a s t r a t i g r a p h i c cross s e c t i o n showing 

the key w e l l s w i t h the l a s t two w e l l s , or the f i r s t two 

we l l s on the west, being the two w e l l s w i t h i n the u n i t 

area themselves. 

MR. NUTTER: I s t h a t cross s e c t i o n marked o f f 

on E x h i b i t Number Five? 

A. Yes, i t i s . I t ' s A-A prime on E x h i b i t Number 
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Five. 

Q. Now I r e f e r you t o Ap p l i c a n t ' s E x h i b i t Number 

Seven and ask i f t h a t was prepared by you or under your 

supervision? 

fl. Yes, i t was. 

0. Now, Mr. Book, could we go back t o A p p l i c a n t ' 

E x h i b i t Number Four, which i s the geologic r e p o r t on the 

Texas H i l l s — North Texas H i l l s U n i t , and E x h i b i t Number 

Five, which you've p r e v i o u s l y i d e n t i f i e d , and ask i f you 

would e x p l a i n those two e x h i b i t s i n more d e t a i l . 

fl. Okay. On E x h i b i t Number Five the s t r u c t u r a l 

c o n f i g u r a t i o n , the Apache f a u l t zone cuts across the south

west corner of the North Texas K i l l s U n i t . S t r u c t u r e con

to u r s are drawn on top o f the Morrow e l a s t i c s on the down-

thrown block and they are drawn on top of the Abo Formation 

on the up-thrown block. 

Lower Pennsylvanian rocks are not present 

on the up-thrown block. 

Lower Pennsylvanian rocks are not present 

on the up-thrown block t h i s f a r n o r t h . 

I n the proposed North Texas H i l l s U n i t a 

s t r u c t u r a l closure e x i s t s w i t h the -2400 contour c u t t i n g 

i n t o the sections included i n the u n i t . 

0. Now, Mr. Book , what would be the i d e a l l o c a 

t i o n i n t h a t u n i t f o r the d r i l l i n g of a well? 
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A. I t would be i n the center of the closure. 

Q. As shown on your E x h i b i t Five? 

A. Right. 

Q. Yet you've chosen t h i s Mallard-Campbell Well 

as being — as the w e l l t h a t you're going t o use, t o re-ente^ 

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

Why i s t h a t ? 

A. The M a l l a r d No, 1 Federal 21 i n Section 21 

was d r i l l e d t o a depth o f 6200 f e e t . I t was d r i l l e d down 

i n t o Canyon form a t i o n . I t d i d not penetrate the Morrow 

fo r m a t i o n , and because of economic reasons we have chose 

t o r e-enter t h a t w e l l and take the w e l l approximately 2 000 

f e e t deeper, which would t e s t 2Q0. f e e t of the Upper Miss

i s s i p p i a n limestone. 

I t i s i n prime or optimum p o s i t i o n as shown 

on E x h i b i t Five by d o t t e d -- or dashed contour l i n e s , or 

i s o l i t h contour l i n e s , of t o t a l Upper Morrow sand. 

Q. Now would you c o r r e l a t e t h i s M a l l a r d Well 

w i t h the Pennzoil Federal Well? 

A. Okay. I would l i k e t o — on E x h i b i t Number 

Six, the M a l l a r d Well and the Pennzoil Well, the Pennzoil 

Well i s the f i r s t w e l l on the l e f t — on the west or on 

the l e f t of the cross s e c t i o n . 

C o r r e l a t i n g i t t o the M a l l a r d Well, y o u ' l l 

see t h a t the M a l l a r d Well d i d not penetrate the Morrow. 
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The next w e l l on the cross s e c t i o n i s the 

Huber IA Federal No. 2. Yates d r i l l e d t h i s w e l l , completed 

i t i n the Canyon formation i n a t h i n Canyon carbonate. The 

Morrow Sand i n t h i s w e l l , the Upper Morrow Sand, which I've 

been r e f e r r i n g t o , the same one t h a t i s I s o l i t h e d , was 

t e s t e d and was water wet. I t had good pressures and f o r 

t h i s — t h i s w e l l r i g h t here i s the reason t h a t the M a l l a r d 

i s set up, because we are g e t t i n g up d i p from t h a t w e l l . 

Q. To t r y t o avoid the water? 

A, And t r y t o avoid the water. "We're up — 

would be a t l e a s t 300 or 400 f e e t up d i p from t h a t Morrow 

l e v e l . 

Also, i n the M a l l a r d w e l l , on the cross 

s e c t i o n the upper zone i s a basal Abo-Wolfcamp s e c t i o n . 

This zone was p e r f o r a t e d i n our Huber IA No. 1 Federal 

Well. I t was t r e a t e d and a f t e r swab t e s t i n g there was a 

s l i g h t show of gas and condensate w i t h the f l u i d l e v e l at 

approximately 1500 f e e t . 

I n t he M a l l a r d Well t h i s i n t e r v a l from the 

mud l o g had drained gas k i c k s , sample p o r o s i t y , and o i l 

flourescence. 

There i s a good t o f a i r p o r o s i t y on the 

CNLFDC l o g on E x h i b i t Six through t h i s i n t e r v a l . This 

w e l l was plugged and abandoned w i t h o u t the shows being 

t e s t e d . 
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I n the Pennzoil Well, the Federal — No. 1 

Federal 28 i n Section 23, p o r o s i t y also occurred i n t h i s 

zone. I t was not t e s t e d , e i t h e r . There wasn't a mud logger 

ran through the i n t e r v a l , so no shows were recorded, but 

both of these w e l l s have very good p o t e n t i a l i n t h i s basal 

Abo zone also t o make w e l l s . 

Q. Mr. Book., i s i t your o p i n i o n t h a t the — i n 

the event t h a t o i l and gas i s discovered i n paying q u a n t i t i e s 

on lands w i t h i n the u n i t area t h a t the f i e l d or area can 

be developed more economically and e f f i c i e n t l y under terms 

of the u n i t agreement t o the end t h a t maximum recovery w i l l 

be obtained, and t h a t the u n i t agreement i s i n the i n t e r e s t 

of conservation, prevention of waste, and i s otherwise i n 

accordance w i t h good conservation p r a c t i c e s ? 

A. I do. 

MR. CARSON: I would l i k e t o move the 

Appl i c a n t ' s — the i n t r o d u c t i o n of Appli c a n t ' s E x h i b i t s , 

Mr. Examiner. 

MR. NUTTER: What do you have, one through — 

MR. CARSON: One through Seven. 

MR. NUTTER: Ap p l i c a n t ' s E x h i b i t s One through 

Seven w i l l be admitted i n evidence. 

CROSS EXAMINATION 

BY MR. NUTTER: 



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 

Q. Mr. Book, i n the event t h a t t h i s M a l l a r d 

r e - e n t r y i s unsuccessful, would your company then consider 

d r i l l i n g w i t h i n t h a t closure t h a t you said would be the 

i d e a l l o c a t i o n i n the u n i t ? 

fl. Again, i t depends on how successful we are. 

The next o p t i o n i s r e - e n t e r i n g tha Pennzoil 2 8 Well, and 

there are several zones i n t h a t w e l l t h a t weren't t e s t e d . 

I imagine t h a t would be the next t h i n g t o do i n the u n i t 

area, would be — 

Q. Slowly work your way up the s t r u c t u r e . 

A. Right. For economic reasons. The w e l l s 

are already there. I t ' s cost us — the d r i l l i n g i n t h a t 

area, i t ' s cost us a l o t of money t o set surface or 

intermediate casing, so i t ' s k i n d of hard t o , you know — 

Q. And do both those w e l l s have t h e i r i n t e r 

mediate s t r i n g s ? 

fl. Yes, they do, 

Q. And t h i s M a l l a r d Well only has — i t ' s got 

a present TD of about 6200, and y o u ' l l only have t o — 

fl. 6200 f e e t . 

Q. — take i t down 2 000 f e e t , 

fl. Right, below 8000 f e e t . 

MR. NUTTER•: You're going t o have someone 

else t e s t i f y as t o the land operations i n t h i s u n i t ? 

MR. CARSON: No, s i r , I d i d not i n t e n d t o . 
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0. (Mr. Nutter continuing.) Okay, w e l l , what 

i s the s t a t u s of the sign-up on t h i s u n i t , Mr. Book, are 

you acquainted w i t h those? 

MR. CARSON: Maybe I can ask t h a t question. 

You have 100 percent committment t o the u n i t , do you not? 

A. Right. I asked our head land man, Jack 

McCaw, before I l e f t , and he was sure we were going t o have 

100 percent committment. 

Randy Richardson was out of town and we 

couldn't get hold of him. 

MR. CARSON: That's our understanding from 

Mr. Richardson, Mr, Examiner, t h a t there had been 100 per

cent agreement t o the u n i t . 

MR. NUTTER: Apparently the major working 

i n t e r e s t owners are Pennzoil and Wainoco and Huber, H i l l i n , 

and Depco, and they have committed t h e i r i n t e r e s t s t o i t , 

or have i n d i c a t e d they're going t o commit t h e i r i n t e r e s t s ? 

A. A l l but Section 17 was brought t o Yates 

Petroleum by a farm-out by H i l l i n , and i n Section 17 we've 

acquired a farm-out from Huber. 

Q. I see, so — 

A. This i s — 

0. — i t won't be these companies t h a t are 

l i s t e d as lessees of record t h a t are members of the u n i t . 

They've farmed-out t o Yates. 
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fl. They have farmed-out t o Yates. 

fl. I see, and you do have t e n t a t i v e approval 

from the Commissioner of Public Lands and have you heard 

yet from the United State GS? This t h i n g was f i l e d w i t h 

them on January 23rd. 

fl. I have not heard anything from them. 

MR. MAHFOOD: I b e l i e v e we have v e r b a l ap

pr o v a l on t h a t . 

MR. NUTTER: See, I knew we had t o keep 

t h a t guy sworn. 

Are there any f u r t h e r questions of Mr. Book 

He may be excused. And Mr, Mahfood may be excused. 

Did you have anything f u r t h e r , Mr. Carson? 

MR. CARSON: No, noth i n g f u r t h e r . 

MR. NUTTER: I f there i s nothing f u r t h e r 

i n Case Number — 

Does anyone have anything t o o f f e r i n Case 

Number 6455? 

I f there i s nothing f u r t h e r w e ' l l take the 

case under advisement. 

(Hearing concluded.) 
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