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EXAMINER MORROW: Case 10134. 

MR. STOVALL: A p p l i c a t i o n of Yates Petroleum C o r p o r a t i o n 

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

EXAMINER MORROW: C a l l f o r appearances. 

MR. VANDIVER: Mr. Examiner, my name t h e David Vandiver 

of t h e A r t e s i a law f i r m o f F i s k & Vandiver a p p e a r i n g on b e h a l f 

of the a p p l i c a n t , Yates Petroleum C o r p o r a t i o n . I have two 

wi t n e s s e s t o be sworn. 

EXAMINER MORROW: Would t h e w i t n e s s e s p l e a s e s t a n d and be 

sworn. 

(THEREUPON, a d i s c u s s i o n was h e l d o f f the r e c o r d . ) 

MR.. VANDIVER: Mr. Examiner, I have a p r e l i m i n a r y m a t t e r 

t o address b e f o r e I proceed w i t h t h e t e s t i m o n y i n t h i s case. 

The a p p l i c a t i o n was o r i g i n a l l y f i l e d October 9 t h , I b e l i e v e , 

t h a t ' s r i g h t , r e q u e s t i n g a p p r o v a l of t h e s u b j e c t u n i t 

agreement as t o lands i n the S e c t i o n s 2, 3 and 11 of Township 

16 South,. Range 33 East. And then because of t h e a p p l i c a n t ' s 

f a i l u r e t o g e t s u p p o r t , I f i l e d an amended a p p l i c a t i o n 

r e q u e s t i n g a p p r o v a l of t h e u n i t o n l y as t o lan d s i n S e c t i o n 2. 

The a d v e r t i s e m e n t was never changed. I t h i n k t h e 

case has been c o n t i n u e d two or t h r e e t i m e s , and t h e 

ad v o r t i s a r a e n t has always s t a t e d t h a t Yates seeks a p p r o v a l o f 

the Red Hat S t a t e U n i t agreement as t o a l l o r p o r t i o n s o f 

Se c t i o n s 2, 3 and 11 of Township 16 South, Range 33 East. And 

as w i l l be more f u l l y r e v e a l e d i n the t e s t i m o n y , Yates i s 
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se e k i n g a p p r o v a l of the u n i t as t o a l l t h e l a n d s t h a t we 

o r i g i n a l l y sought a p p r o v a l f o r and I'm a s k i n g t h a t you 

d i s r e g a r d t h e amended a p p l i c a t i o n t h a t I f i l e d r e q u e s t i n g 

a p p r o v a l o n l y as t o S e c t i o n 2. 

EXAMINER MORROW: So t h e a d v e r t i s e m e n t t h e n i s c o r r e c t — 

MR. VANDIVER: Yes, s i r . 

EXAMINER MORROW: -- as you'd l i k e t o have i t read today? 

I s t h a t a l l r i g h t . Bob? 

MR. STOVALL: Yeah, I don't see any problem w i t h t h a t . 

MR. VANDIVER: May I proceed? 

EXAMINER MORROW: Yes, s i r . 

ROB BULLOCK 

the w i t n e s s h e r e i n , h a v i n g been f i r s t d u l y sworn by t h e Not a r y 

E u b l i c . was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. VANDIVER: 

Q, Mr. B u l l o c k , p l e a s e s t a t e your name, by whom you're 

employed and i n what c a p a c i t y . 

A. My name i s Robert B u l l o c k . I'm employed by Yates 

Petroleum C o r p o r a t i o n as a landman, 

Q. And 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 h e New 

Mexico O i l C o n s e r v a t i o n D i v i s i o n i n your c a p a c i t y as a landman 

and had your q u a l i f i c a t i o n s accepted and made a m a t t e r o f 

rec o r d? 

A. Yes, I have. 
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C. Are you f a m i l i a r w i t h the t i t l e t o the land w i t h i n 

the proposed Red Eat State U n i t area? 

k . Yes.. I am. 

Q. And have you prepared c e r t a i n e x h i b i t s to be used 

i r c o n j u n c t i o n w i t h your testimony today? 

A, Yes. 

MR. VANDIVER: Mr. Examiner, I ' l l tender Mr. Bullock as 

an expert i n petroleum land matters. 

EXAMINER MORROW: We're accepting him as q u a l i f i e d . 

Q. (By Mr. Vandiver:} Mr. Bullock, i f you could, 

s u s a r i se the purpose of Yates' a p p l i c a t i o n i n t h i s case 

_L O j. <± , 

. Yates would l i k e to form a Red Hat ex p l o r a t o r y u n i t 

to e f f e c t i v e l y and e f f i c i e n t l y explore f o r hydrocarbons w i t h i n 

t h i s en i t boundary. 

(Applicant's E x h i b i t No. 1 was 

marked f o r i d e n t i f i c a t i o n . ) 

0. I f I could ask you to r e f e r to Applicant's E x h i b i t 

1 i n t h i s case and o r i e n t the examiner w i t h respect t o the 

l o c a t i o n of the proposed u n i t . 

A. The proposed u n i t i s i n Township 16 South, Range 33 

Eas". I t includes a l l of Section 2, the n o r t h t w o - t h i r d s of 

Section 3, and the nor t h h a l f of s e c t i o n 11 w i t h i n Lea County, 

New Mexico. 

Q. And the lands to be included are o u t l i n e d on the 
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p i : ; " w hich i s marked as E x h i b i t 1? 

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

Q, And a l s o t h e l o c a t i o n of t h e i n i t i a l t e s t w e l l i s 

marked as a r e d dot i n t h a t p l a t ? 

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

Q, Mr. B u l l o c k , who owns a l l t he m i n e r a l s w i t h i n t h e 

proposed u n i t ? 

A. The St a t e of New Mexico. 

( A p p l i c a n t ' s E x h i b i t No. 2 was 

marked f o r i d e n t i f i c a t i o n . ) 

0. Now i f I c o u l d ask you t o r e f e r t o the A p p l i c a n t ' s 

E x h i b i t 2 and i d e n t i f y t h a t and d e s c r i b e what i t i s . 

A. That i s a u n i t agreement f o r t h e development and 

o p e r a t i o n o f the Red Hat S t a t e U n i t . I t i n c l u d e s a u n i t 

a g reeaent, E x h i b i t A, which i n c l u d e s t h e o u t l i n e o f t h e u n i t 

agreement, E x h i b i t 3, which d e s c r i b e s t h e le a s e s i n v o l v e d and 

the w o r k i n g i n t e r e s t p a r t i e s t o t h e agreement. 

C. What f o r m a t i o n s are u n i t i z e d under t he terms o f 

t h i s u n i t agreement, i f you can r e f e r t o paragraph two? 

A. A l l o i l , gas, n a t u r a l gas l a n d a s s o c i a t e d w i t h 

f l u i d hydrocarbons i n any and a l l f o r m a t i o n s would be u n i t i z e d 

l a n ds or s u b j e c t t o t h i s agreement. 

0. And who's d e s i g n a t e d as o p e r a t o r under the u n i t 

agreement? 

k . Yates Petroleum c o r p o r a t i o n . 
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Q, And as re q u i r e d by s t a t e law and r e g u l a t i o n , the 

u n i t agreement a l l o c a t e s production from any w e l l d r i l l e d on a 

committed t r a c t w i t h i n a u n i t area to each of the separately 

owned t r a c t s on a surface acreage basis; i s t h a t not correct? 

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

Q, Now i f you could r e f e r to E x h i b i t s A and B and 

describe the type of i n f o r m a t i o n t h a t i s contained i n those 

two e x h i b i t s . You don't have t o describe a l l the i n f o r m a t i o n 

but j u s t the type of i n f o r m a t i o n . 

A. E x h i b i t A shows the record t i t l e owner t o the 

leases, describes the s t a t e s e r i a l number designated to the 

lease and the e x p i r a t i o n date of the lease, and i t sets out 

each t r a c t . E x h i b i t B describes each land -- each lease, t h a t 

i s , the number of acres i n each lease, the s e r i a l number 

designated and the e x p i r a t i o n date, the r o y a l t y and ownership, 

the lessee of record, o v e r r i d i n g r e a l t y owners and working 

i n t e r e s t owners involved i n each lease. 

Q, Mr. Bullock, as r e f l e c t e d on E x h i b i t s A and B, what 

i s the e a r l i e s t e x p l o r a t i o n date of any of the leases to be 

committed t o the proposed u n i t ? 

A. That would be January 1 of 1991. 

0. And th a t i s u n i t t r a c t 3? 

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

Q. And you're seeking to have the o i l conservation 

d i v i s i o n enter an order approving t h i s u n i t agreement p r i o r t o 
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A.. That's c o r r e c t . 

0, What i s the s t a t u s o f j o i n d e r o f the lesse e s and 

w o r k i n g i n t e r e s t owners t o t h e u n i t agreement? 

A. We have 100 p e r c e n t j o i n d e r t o t h i s u n i t as of t h i s 

dace . 

Q, And t h a t ' s v e r b a l commitments? You don't have any 

anyching executed at t h i s p o i n t ? 

A. We have s e v e r a l executed l e t t e r s and a couple of 

v e r b a l , 

( A p p l i c a n t ' s E x h i b i t No. 3 was 

marked f o r i d e n t i f i c a t i o n . ) 

Q. Now i f you c o u l d i d e n t i f y t h e A p p l i c a n t ' s E x h i b i t 3 

i n c h i s case and d e s c r i b e what t h a t i s , p l e a s e , s i r . 

A. That i s the o p e r a t i n g agreement f o r t he Red Hat 

S t a t e U n i t , and i t s e t s o u t Yates Petroleum as o p e r a t o r , 

d e f i n e s t h e c o n t r a c t area d e s i g n a t e d . And i t covers a l l t h e 

o p e r a t i o n s t h a t would be s u b j e c t t o t h i s u n i t , Red Hat S t a t e 

Unic , 

Q, I might ask you and p o i n t out t h a t under A r t i c l e 6 

on page 4, i t d e s c r i b e s t h e i n i t i a l t e s t w e l l as b e i n g l o c a t e d 

1980 f e e t from t he west l i n e and 3300 f e e t from t h e s o u t h l i n e 

of e e e t i c n 2, and t h a t l o c a t i o n had been changed, has i t not? 

A That's c o r r e c t . The l o c a t i o n has been amended t o 

1980 f r e e t h e east l i n e and 3300 from t he s o u t h of S e c t i o n 2. 
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Q. And tha t w i l l be revised p r i o r to the p a r t i e s ' 

execution and p r i o r to s u b m i t t i n g the agreement to the 

commissioner of p u b l i c lands f o r f i n a l approval? 

A. That's r i g h t . 

EXAMINER MORROW: 1980 from the east and what else? 

THE WITNESS: 3300 from the south l i n e . 

MR. VANDIVER: That w i l l be the i n i t i a l t e s t w e l l . 

Q. (By Mr. Vandiver:) Now i f you could r e f e r to 

E x h i b i t A of the u n i t operating agreement which should set out 

the percentage i n t e r e s t s of the working i n t e r e s t owners. And 

I'd ask you -- i t s t a t e s here i t ' s being n e g o t i a t e d . What's 

the s t a t u s of those negotiations? 

A. We're i n the f i n a l stages of a l l the p a r t i e s buying 

and s e l l i n g and t r a d i n g acreage. And we understand t h a t 

yesterday, we t h i n k the p a r t i e s have come to an agreement. 

But i t was too l a t e to get i t set out i n t h i s e x h i b i t . We 

a n t i c i p a t e a l l the p a r t i e s being i n agreement on the i n t e r e s t 

before we submit the f i n a l d r a f t to the commissioner of p u b l i c 

1 ancle and to the commission. 

Ce And t h i s u n i t operating agreement contains a l l 

other customary c o n t r a c t u a l terms of a j o i n t o p e r ating 

agreement and has been submitted to the working i n t e r e s t 

owners f o r approval? 

Yes, i t has. 

(Applicant's E x h i b i t No. 4 was 
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1 
A. marked f o r i d e n t i f i c a t i o n . ) 

2 Q • Now i f you would i d e n t i f y t h e A p p l i c a n t ' s E x h i b i t 4 

3 i n t h i s case and d e s c r i b e what t h a t i s , p l e a s e , s i r . 

4 Th i s i s what we hand d e l i v e r e d t o t h e commissioner 

5 of p u b l i c l a nds on the Red Hat S t a t e U n i t a l o n g w i t h t h e u n i t 

6 op e x ng agreement and the g e o l o g i c a l e x p l a n a t i o n and 

7 te n d ere d i t t o them f o r t h e i r a p p r o v a l f o r t h e Red Hat S t a t e 

8 U n i t 

9 ••̂  
v • 

And t h a t l e t t e r r e f l e c t s t h a t you're s e e k i n g 

10 p r t i  i rn i n a r y a p p r o v a l a t t h i s p o i n t ? 

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

1 O 
X & w And the proposed u n i t was o n l y j u s t s u b m i t t e d t o 

13 the s t a t e l a n d o f f i c e today? 

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

15 JC * So you have no i d e a as t o whether t h e y have any 

16 requ i r e s e a t s ? 

17 Not at t h i s t i m e . 

18 Q - And one of t h e r e q u i r e m e n t s o f t h e commissioner o f 

19 p u b l 1 c lands f o r a p p r o v a l o f a u n i t agreement i s t h a t an o r d e r 

20 f i r s t b e e n t e r e d by the o i l c o n s e r v a t i o n d i v i s i o n a p p r o v i n g 

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

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

23 Q • And i t ' s necessary t h a t Yates have f i n a l a p p r o v a l 

24 by t j. i tr 1 commission of p u b l i c lands and the o i l c o n s e r v a t i o n 

25 d i v i s i o n p r i o r t o commencing o p e r a t i o n s t o d r i l l t h e i n i t i a l 
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t e s t w e l l ? 

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

Q. And as p r e v i o u s l y s t a t e d , t h a t w i l l h o p e f u l l y occur 

b e f o r e January 1, 1991? 

A,. H o p e f u l l y , yes, i t w i l l . 

Q. Mr. B u l l o c k , were E x h i b i t s 1 t h r o u g h 4 pr e p a r e d by 

you or under your d i r e c t i o n and s u p e r v i s i o n ? 

A. Yes, th e y were. 

MR. VANDIVER: Mr. Examiner, I would a t t h i s t i m e move 

admi s s i o n o f A p p l i c a n t ' s E x h i b i t s 1 t h r o u g h 4, and t h a t 

concludes my d i r e c t e x a m i n a t i o n of t h i s w i t n e s s . 

EXAMINER MORROW: W e ' l l admit those e x h i b i t s 1 t h r o u g h 4. 

( A p p l i c a n t ' s E x h i b i t s Nos. 1 t h r o u g h 4 

were a d m i t t e d i n t o evidence.) 

EXAMINATION 

BY EXAMINER MORROW: 

O. I need t o be c l e a r e d up on t h e s t a t u s o f t h e 

agreement o f the w o r k i n g i n t e r e s t owners. I t wasn't c l e a r t o 

me. Are th e y a l l --- you s a i d you had 100 p e r c e n t j o i n d e r , I 

b e l i e v e . Does t h a t mean t h e y ' r e a l l --

A. Yes, s i r , they've a l l committed. C o l l i n s & Ware 

and Santa Fe Energy wanted a l a r g e r p e r c e n t a g e of the u n i t , 

and they a c q u i r e d t h a t t h r o u g h a t r a d e w i t h Matador and P l a i n s 

Radio. And i t took a w h i l e t o g e t a l l t h a t done, and we 

und e r s t a n d t h a t y e s t e r d a y , t h e y d i d come t o an agreement. 
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Everybody has t h e i r i n t e r e s t s l i k e they wanted a t t h i s time. 

Q . And i t ' s your o p i n i o n t h a t a l l o f them e i t h e r have 

or w i l l agree w i t h t h e u n i t agreement and the u n i t o p e r a t i n g 

agreement? 

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

Q. Does t h a t i n c l u d e t h e -- I guess i t would. But 

I ' l l , ask you anyhow. Does i t i n c l u d e t h e proposed charges f o r 

d r i l l i n g w e l l s and p r o d u c i n g w e l l s ? Has t h a t been d i s c u s s e d 

w i t h t h e w o r k i n g i n t e r e s t owners? 

k . Our AFE has not been s u b m i t t e d t o them a t t h i s 

t i r e . 

Q. Looking q u i c k l y at. t h i s , i t ' s s et o u t one -- I 

b e l i e v e i t ' s s e t out one c o s t s $540 per as a p r o d u c i n g w e l l 

r a t e and $5,400 as the d r i l l i n g w e l l r a t e ? 

A, Yes, s i r . 

Q. Would t h a t a p p l y a t a l l d e p t h s , or i s t h i s j u s t f o r 

the i n i t i a l w e l l ? 

A. For the i n i t i a l w e l l . 

C, And t h a t would assume c o m p l e t i o n a t t h e deeper 

i n t e r v a l 7 

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

EXAMINER MORROW: That's a l l t h e q u e s t i o n s I have o f t h i s 

w i t n e s s . 

MR. VANDIVER: I have no f u r t h e r q u e s t i o n s . 
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STERLING FLY 

the w i t n e s s h e r e i n , h a v i n g been f i r s t d u l y sworn by the N o t a r y 

P u b l i c , was examined and t e s t i f i e d as f o l l o w s : 

MR, VANDIVER: May I proceed? 

EXAMINER MORROW: Yes, you may. 

DIRECT EXAMINATION 

BY MR.. VANDIVER: 

C• Mr. F l y , p l e a s e s t a t e your name, by whom you're 

employed and i n what c a p a c i t y . 

A. I'm S t e r l i n g F l y , I I I . I'm a p e t r o l e u m g e o l o g i s t 

w i t h Yates Petroleum i n A r t e s i a , New Mexico. 

0. And you have 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 he New 

Mexico o i l C o n s e r v a t i o n D i v i s i o n as a p e t r o l e u m g e o l o g i s t , had 

your q u a l i f i c a t i o n s as a g e o l o g i s t accepted and made a m a t t e r 

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

A, Yes. 

Q. Have you made a s t u d y o f the a v a i l a b l e g e o l o g i c a l 

date r e g a r d i n g the proposed Red Hat S t a t e U n i t f o r the 

purpose? of your t e s t i m o n y today? 

A... Yes, ~ have. 

Q And are you f a m i l i a r w i t h t h e g e o l o g i c a l b a s i s f o r 

the proposed u n i t ? 

Yes. 

O, And have you p r e p a r e d c e r t a i n e x h i b i t s t o 

i l l u s t r a t e your t e s t i m o n y today? 
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A. Yes, I have s e v e r a l e x h i b i t s . 

MR. VANDIVER: Mr. Examiner, I would t e n d e r Mr. F l y as an 

ex p e r t p e t r o l e u m g e o l o g i s t . 

EXAMINER MORROW: Yes, we accept h i s q u a l i f i c a t i o n s . 

W i l l you s p e l l your l a s t name f o r me, p l e a s e . 

THE WITNESS: F - l - y . 

EXAMINER MORROW: Yes, go on. Continue. 

C (By Mr. V a n d i v e r : ) Mr. F l y , i n your o p i n i o n , i s the 

u n i t area f o r the- proposed Red Hat S t a t e U n i t l o g i c a l l y 

s u b j e c t t o u n i t development? 

A. Yes. 

( A p p l i c a n t ' s E x h i b i t No. 5 was 

marked f o r i d e n t i f i c a t i o n . ) 

Q. I f I c o u l d r e f e r you t o Yates E x h i b i t 5 and ask you 

t o d e s c r i b e what t h a t i s , j u s t what i t i s . 

A. E x h i b i t 5 i s a g e o l o g i c a l e x p l a n a t i o n j u s t i f y i n g 

the f o r m a t i o n of the Red Hat S t a t e U n i t . 

Q. And t h a t ' s a summary of your t e s t i m o n y today? 

A. Yes, i t ' s e s s e n t i a l l y t h e same as what I ' l l be 

s a y i n g . 

Q, What i s the p r i n c i p a l o b j e c t i v e , Yates' p r i n c i p a l 

f o r m a t ! c n Yates i s s e e k i n g t o t e s t i n t h e f o r m a t i o n o f t h i s 

u n i t end the d r i l l i n g of the i n i t i a l t e s t w e l l ? 

A. The p r i m a r y o b j e c t i v e , a c t u a l l y t w i n p r i m a r y 

o b j e c t i v e s , are the lower Atokan sandstone and t h e n a s e r i e s 
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of lower Morrow sandstones. 

Q. And as p r e v i o u s l y has been s t a t e d , t h e l o c a t i o n of 

the i n i t i a l t e s t w e l l i s 1980 f e e t from t h e east l i n e and 3300 

f e e t from t h e sou t h l i n e of S e c t i o n 2? 

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

Q, S e c t i o n s 2 and 3 are i r r e g u l a r s i z e d s e c t i o n s , are 

they not' 3 

A. Yes, the y a r e . 

( A p p l i c a n t ' s E x h i b i t No. 6 was 

marked f o r i d e n t i f i c a t i o n . ) 

Q. I d e n t i f y E x h i b i t 6, which i s t h e c r o s s - s e c t i o n , and 

r e v i e w t h e i n f o r m a t i o n t h a t ' s c o n t a i n e d i n t h a t e x h i b i t f o r 

the examiner. 

A. E x h i b i t 6, c r o s s - s e c t i o n AA Prime, i s 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 t r e n d i n g from n o r t h w e s t t o 

s o u t h e a s t . The f i r s t w e l l t o t h e l e f t or n o r t h w e s t end of t h e 

c r o s s - s a c t i o n i s a Gu l f w e l l up i n the n o r t h w e s t c o r n e r of 

Se e t i o n 3. And the l a s t w e l l on t h e f a r r i g h t i s down i n 

S e c t i o n 13, Three of the w e l l s -- I'm s o r r y . Two of t h e 

w e l l s , t h e two t o t h e f a r l e f t , are w e l l s t h a t a re w i t h i n t h e 

u n i t boundary. 

As I s a i d , t h i s i s 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 . 

The s t r a t i g r a p h i c datum i s a t h i n l i n e marker w i t h i n t h e Atoka 

shale member, Atoka s h a l e u n i t . The h i g h l i g h t zones or the 

p r i m a r y o b j e c t i v e s are shown. They're c o l o r e d on t h e 
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cross-section, the f i r s t one, being t h i s i n yellow, i d e n t i f i e d 

as the Rojo sandstone, s i t s on the top about 100 f e e t above 

the Morrow l i n e top. And then the other -- w e l l , I've also 

colored i n i n orange and green two Morrow sandstones. More 

than l i k e l y , there are going t o be other sandstones down 

there, but these are h i g h l i g h t e d as t y p i c a l of the Morrow 

sandstones. I j u s t p o i n t out w i t h respect to the Rojos or the 

Atokan sandstones, the c o n t i n u i t y of e l e c t r i c l o g character, 

e s p e c i a l l y on the r i g h t end of the cross-section or the 

southern end, and the obvious c o r r e l a t i o n between t h a t 

sandstone and then t h a t which i s present i n the Humble w e l l , 

the second from the l e f t . Also c o r r e l a t i o n i s demonstrated 

down there i n the lower Morrow sandstones. 

Q. And your proposed l o c a t i o n i s depicted --

A. Correct, 

Q.. -- i n the cross-section? 

A. Between the Humble and the Amoco w e l l s . 

Q. Anything f u r t h e r w i t h regard t o t h a t e x h i b i t ? 

A. No, I don't b e l i e v e so. The primary purpose of the 

e x h i b i t i s j u s t to show the lower Pennsylvanian s t r a t i g r a p h y 

here, ending w i t h the top of the M i s s i s s i p p i a n formations. 

Q. Now i f I could --

A. I would p o i n t out t h a t I w i l l be r e f e r r i n g back t o 

t h i s as I t a l k about some of the maps, so i t would be easier 

i f you keep i t out. 
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( A p p l i c a n t ' s E x h i b i t No. 7 was 

marked f o r i d e n t i f i c a t i o n . ) 

Q, Now would you i d e n t i f y Yates E x h i b i t 7. 

A. E x h i b i t 7 i s a s u b s u r f a c e s t r u c t u r e map. The datum 

pc.: - * i s the t o p of the Morrow f o r m a t i o n as i n d i c a t e d on the 

c r o s s - s e c t i o n . T h i s map i n d i c a t e s t h a t we have a f a i r l y w e l l 

d e f i n e d s t r u c t u r a l h i g h c e n t e r e s s e n t i a l l y i n t h e mi d d l e o f 

S e c t i o n 2, 

C. Of course, t he proposed l o c a t i o n i s shown on t h a t 

e x h i b i t as w e l l ? 

A, C o r r e c t . 

Q. A n y t h i n g f u r t h e r w i t h r e g a r d t o E x h i b i t 7? 

A. W e l l , t h e s t r u c t u r e i n S e c t i o n 2 has a b e a r i n g on 

the Atokan p r o s p e c t s . But as we get down i n t o t h e Morrow, t h e 

sands t h e r e are l e s s s t r u c t u r e dependent, so I j u s t wanted t o 

p o i n t t h a t o u t . 

( A p p l i c a n t ' s E x h i b i t No. 8 was 

marked f o r i d e n t i f i c a t i o n . ) 

Q. Now i d e n t i f y Yates E x h i b i t 8 and d e s c r i b e t h e 

i n f o r m a t i o n c o n t a i n e d i n t h a t e x h i b i t , p l e a s e . 

A. Okay. E x h i b i t 8 i s an i c e pack map, gross i c e pack 

of what's i d e n t i f i e d as t h e Rojo sandstone and the Atoka. 

Again r e f e r r i n g back t o t h e c r o s s - s e c t i o n , y o u ' l l n o t i c e t h a t 

on the gamma r a y of t h i s Rojo sandstone, i t has the c h a r a c t e r 

of a r e a l c l e a n , b l o c k y sand, no g r a d a t i o n upward or downward 
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i n t h e r e . The character of the sandstone suggests t h a t t h i s 

sand was deposited i n a braided stream d e p o s i t i o n environment, 

braided streams f l o w i n g o f f t o the east and southeast. 

So w i t h t h a t i n mind, the E x h i b i t 8, the isopach 

map, demonstrates the character of the sand i n a map view, i n 

other words, a m i g r a t i n g type of sand moving o f f t o the east. 

I t ' s not a widespread sand as the — oh, the w e l l there i n 

Section 1 doesn't have a value f o r i t , but t h a t ' s a zero. And 

some of the w e l l s t o the n o r t h have very low sand. So i t ' s a 

f a i r l y w e l l defined sand channel, and the cross - s e c t i o n 

c l e a r l y demonstrates the c o r r e l a t a b i l i t y between the w e l l s i n 

se c t i o n 11 and 12 and the w e l l i n Section 3. 

Q. When you say the w e l l s i n s e c t i o n 11 and 12, you 

mean --

A. Well, the w e l l s — 

Q. You mean the one i n the northwest quarter of 

Section 12? 

A. Yes. Well, there's three w e l l s i n s e c t i o n 12, and 

they a l l show the sand. I b e l i e v e two of those were on the 

cross - s e c t i o n . 

Q. Right. 

A. Right. No, I'm s o r r y . Just one of them was on the 

cros s - s e c t i o n . The one t h a t says 40 west there i n the west 

h a l f . And also the w e l l there i n s e c t i o n 11. 

Q. Anything f u r t h e r w i t h regard t o E x h i b i t A? 
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A. Oh, I ' d j u s t l i k e t o p o i n t out t h a t the Atoka w i l l 

be enhanced by the occurrence of the s t r u c t u r e i n the middle 

of Section 2. These w e l l s down i n s e c t i o n 11 and 12 

penetrated very nice l o o k i n g sands. And some of them were 

t e s t e d . The one i n s e c t i o n 11 wasn't. But i t c a l c u l a t e d wet. 

They're wet because they're too low s t r u c t u r a l l y , but we have 

a w e l l defined s t r u c t u r e there i n 2. So as f a r as the Atoka 

i s concerned, the presence of the sand and the favorable 

s t r u c t u r a l p o s i t i o n should give us probably, you know, two or 

three l o c a t i o n s i n the Atoka, p r i m a r i l y i n Section 2. 

Q. I n Section 2? 

A. Yes. And p o s s i b l y extending down i n t o 11. 

Q. Okay. 

A. Now I ' l l also p o i n t out r i g h t quick the Humble 

w e l l , the second one on the cross-section there i n Section 3, 

shows a 22 on the isopach map. That w e l l t e s t e d gas and no 

water, so there's probably a l o c a t i o n f o r Atoka i n Section 3. 

Q. I n the east h a l f or the west h a l f ? 

A. I n the east h a l f , p o s s i b l y on the west h a l f . The 

s t r u c t u r e i s poor l y defined over there. 

(Applicant's E x h i b i t s Nos. 9 and 10 

were marked f o r i d e n t i f i c a t i o n . ) 

Q. Now i f you would, i d e n t i f y Yates E x h i b i t 9 and 

describe the i n f o r m a t i o n depicted on t h a t e x h i b i t . 

A. Okay. I ' l l t a l k about E x h i b i t s 9 and 10 both 
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because t h e y ' r e e s s e n t i a l l y t h e same t h i n g . What t h e y are i s 

i s o p o r o s i t y maps f o r these lower Morrow sandstones, E x h i b i t 9 

i s i d e n t i f i e d w e l l , l e t ' s see. Okay, E x h i b i t 10 i s 

i d e n t i f i e d as the lower Morrow Sombrero sandstone. And t h a t 

i s snown i n orange on the c r o s s - s e c t i o n . And E x h i b i t 9 i s 

shown i n green on the c r o s s - s e c t i o n , i d e n t i f i e d as a b a s a l 

Morrow sandstone. 

These are i s o p o r o s i t y maps, have a p o r o s i t y c u t o f f 

of n i n e p e r c e n t . So t h e v a l u e s shown i n he r e , f o r i n s t a n c e , 

down t h e r e i n S e c t i o n 13, t h e w e l l i d e n t i f y w i t h t h e green 

c o l o r has f i v e f e e t of n i n e p e r c e n t p o r o s i t y . G e o l o g i c a l l y , 

these maps demonstrate t h a t i n the Morrow, these t h i n 

sandstones were d e p o s i t e d by channels f l o w i n g t o t h e s o u t h e a s t 

and f a i r l y t h i n . They're f a i r l y t h i n i n a v e r t i c a l sense and 

not p a r t i c u l a r l y wide. But t h e two w e l l s t h e r e shown i n green 

on b o t h of these maps were p r o d u c t i v e i n these lower Morrow 

sand. And r e f e r r i n g back t o the s t r u c t u r e map, t h e r e ' s no 

apparent f a v o r a b l e s t r u c t u r e t h e r e , so i t ' s f a i r l y a p parent 

t h a t the ac c u m u l a t i o n s of gas i n S e c t i o n s 12 and 13 are of a 

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

Q. And as you move i n t o S e c t i o n 3, the west h a l f l a c k s 

con t rol'? 

A, Except f o r t h e one Gulf w e l l t h e r e . They d i d 

run — okay. I t ' s n o t one of the map u n i t s , one o f the u n i t s 

I mapped, b u t the y d i d a d r i l l stem t e s t i n t h e G u l f w e l l 
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there i n Section 3. And on a DST at 13,161 to 184, a gas 

surface at 828,000 cubic f e e t of gas per day, so t h a t ' s j u s t 

another one of the sands which are to be encountered through 

t h i s area. 

Q. Other than the Atoka and the Morrow, are there any 

prospective zones you might seek to te s t in d r i l l i n g the 

i n i t i a l t e s t w e l l and j o i n t t e s t well? 

MR. STOVALL: Excuse me. 

A. I'd a n t i c i p a t e d r i l l stem t e s t s i n the Wolfcamp and 

canycc formations. And, oh, the Strawn i s a possi b l e t e s t , 

Queen, several other zones. But I would say at l e a s t two 

outside of the lower Penn here. 

Q. Anything f u r t h e r you wish to p o i n t out w i t h regards 

to E x h i b i t s 9 and 10? 

A. No. I j u s t want to emphasize t h a t the 

accumulations here are not s t r u c t u r a l l y dependent. 

0. Mr. Fly, based upon your review of t h i s data, what 

conclusions have you drawn from your study of the proposed 

u n i t area? 

A. Well, I've concluded t h a t we have an e x c e l l e n t 

chance, on the i n i t i a l l o c a t i o n s , t h a t we have an e x c e l l e n t 

chance of an Atoka gas accumulation and a good chance at the 

Morrow throughout the e n t i r e u n i t . And also, p r o v i d i n g a 

success on the f i r s t w e l l , a possible three, four a d d i t i o n a l 

l o c a t i o n s to be d r i l l e d throughout the u n i t . 
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0. I n your o p i n i o n , Mr. F l y , w i l l a p p r o v a l o f t h i s 

e x p l o r a t o r y u n i t be i n t h e i n t e r e s t of c o n s e r v a t i o n of o i l and 

gas, the p r e v e n t i o n of waste and the p r o t e c t i o n o f c o r r e l a t i v e 

r i g h t s 0 

A. Yes. 

Q, Were E x h i b i t s 5 t h r o u g h 10 pr e p a r e d by you or under 

your d i r e c t i o n and s u p e r v i s i o n ? 

A, Yes, they were. 

MR. VANDIVER: Mr. Examiner, I would move t h e admiss i o n 

o f Yates E x h i b i t s 5 t h r o u g h 10, and t h a t concludes my d i r e c t 

e x a m i n a t i o n o f t h i s w i t n e s s . 

EXAMINER MORROW: We ' l l accept t h e e x h i b i t s i n t o 

evidence- , 

( A p p l i c a n t ' s E x h i b i t s Nos. 5 t h r o u g h 10 

were a d m i t t e d i n t o e v i d e n c e . 

EXAMINATION 

BY EXAMINER MORROW: 

Q. Mr. F l y , t h e w e l l s i n S e c t i o n 3, you mentioned a 

Gulf w e l l and I b e l i e v e a Humble w e l l . 

A. Yes, s i r . 

Q. A p p a r e n t l y from; t h e c r o s s - s e c t i o n t h a t Humble w e l l 

produced f o r a w h i l e ; i s t h a t c o r r e c t or not? 

A. I t produced about 5,000 b a r r e l s o f o i l i n the 

canyon, d e f i n i t e l y subeconomic. 

Q. And the canyon i s -- t h a t ' s P e n n s y l v a n i a n t h e r e ? 
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A, Yes, s i r . I t ' s about 11,2 or 3, I b e l i e v e . 

Q. The G u l f w e l l , d i d th e y s e t p i p e on i t ? 

A.. No, i t was d r y h o l e a l l t he way. 

Q. Are t h e r e any p r o d u c i n g w e l l s i n the proposed u n i t 

area? I assume t h e r e are n o t . 

A, No, t h e r e are no c u r r e n t p r o d u c e r s . And t h e o n l y 

former producer i s t h a t poor Canyon. 

g. Have you made e s t i m a t e s o f t h e r e c o v e r y you expect 

from an i n i t i a l w e l l ? 

A. I can j u s t guess based on what t h e s u r r o u n d i n g 

w e l l s do. And i n t h i s area -- w e l l , t h e two Morrow prod u c e r s 

i n S e c t i o n s 12 and 13 made -- one of them made 1.6 b i l l i o n . 

The o t h e r one made 2 b i l l i o n . And t h e Atoka would p r o b a b l y be 

analogous t o t h a t . There are some w e l l s t h a t have r e a l l y b i g 

p r o d u c t i o n o f f t o the s o u t h , but — 

Q. So one and a h a l f t o t h r e e b c f t o t a l ? • 

A. Yes, s i r , 

Q, Are the two w e l l s t o the s o u t h on the r i g h t - h a n d 

s i d e of your c r o s s - s e c t i o n , are those two w e l l s c u r r e n t l y 

p r o d u c i n g ? 

A. I b e l i e v e t h a t t h e y ' r e -- I b e l i e v e one of them i s 

p r o d u c i n g . The o t h e r one may be plugged. And I'm n o t sure 

which one i s which r i g h t o f f h a n d , b u t th e y are e s s e n t i a l l y a t 

the end of t h e i r l i f e . They're not g o i n g t o make a l o t more 

even i f one o f them i s s t i l l p r o d u c i n g . 
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EXAMINER MORROW: Any q u e s t i o n s ? 

MR. STOVALL: No q u e s t i o n s . 

EXAMINER MORROW: We have no f u r t h e r q u e s t i o n s . 

MR. VANDIVER: Mr. Examiner, t h a t concludes my 

p r e s e n t a t i o n i n t h i s case. And j u s t t o emphasize and say one 

more t i m e t h a t one of the le a s e s i n t h e proposed u n i t e x p i r e s 

January 1, and we hope t o g e t an o r d e r i n s u f f i c i e n t t i m e t o 

a l l o w us t o b u i l d a l o c a t i o n and commence d r i l l i n g p r i o r t o 

January 1, i f p o s s i b l e . 

MR. STOVALL: Mr. V a n d i v e r , i t appears t h a t t h e i n i t i a l 

t e s t w e l l i s on t h a t l e a s e . 

MR. VANDIVER: I b e l i e v e t h a t ' s r i g h t . So, you know, i f 

we don't g e t i t approved, i t ' s n o t g o i n g t o be t h e end of the 

w o r l d , b u t 

MR. STOVALL: I t ' l l be a whole l o t n i c e r t o d r i l l under a 

u n i t o r d e r ? 

MR. VANDIVER: Yes, s u r e . 

EXAMINER MORROW: A n y t h i n g f u r t h e r , Mr. Vandiver? 

MR. VANDIVER: No, s i r . That's i t . 

EXAMINER MORROW: Case 10134 w i l l be ta k e n under 

advisement. Take a f i v e - m i n u t e break. 

(The f o r e g o i n g h e a r i n g was ad j o u r n e d a t t h e approximate 

hour o f 10:35 a.m.} 
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