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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: ) CASE NO. 10842 

APPLICATION OF YATES PETROLEUM CORPORATION 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: David R. Catanach, H e a r i n g Examiner 

October 7, 1993 

Santa Fe, New Mexico 

T h i s m a t t e r came on f o r h e a r i n g b e f o r e t h e 

O i l C o n s e r v a t i o n D i v i s i o n on October 7, 1993, a t 

Morgan H a l l , 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 Mexico, b e f o r e Deborah O'Bine, 

RPR, C e r t i f i e d C o u r t R e p o r t e r No. 63, f o r t h e S t a t e o f 

New Mexico. 

ORIGINAL 
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I N D E X 

O c t o b e r 7, 1993 
E x a m i n e r H e a r i n g 
CASE NO. 10842 

PAGE 
APPEARANCES 3 

YATES PETROLEUM CORPORATION'S WITNESS: 

JANET RICHARDSON 
E x a m i n a t i o n by Mr. C a r r 4 
E x a m i n a t i o n by E x a m i n e r C a t a n a c h 7 

BRENT MAY 
E x a m i n a t i o n by Mr. C a r r 8 
E x a m i n a t i o n by E x a m i n e r C a t a n a c h 12 

REPORTER'S CERTIFICATE 15 

E X H I B I T S 

ID ADMTD 
E x h i b i t 1 6 7 
E x h i b i t 2 9 12 
E x h i b i t 3 10 12 
E x h i b i t 4 10 12 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
( 5 0 5 ) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2 0 

2 1 

2 2 

2 3 

2 4 

2 5 

3 

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 Mexico 87501 

FOR THE APPLICANT: CAMPBELL, CARR, BERGE ii 
SHERIDAN, P.A. 

P.O. Box 2208 
Santa Fe, New Mexico 87504 
BY: WILLIAM F. CARR, ESQ. 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2 0 

2 1 

2 2 

23 

2 4 

2 5 

4 

EXAMINER CATANACH: At t h i s t i m e w e ' l l c a l l 

Case 10842. 

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

P e t r o l e u m C o r p o r a t i o n f o r an u n o r t h o d o x gas 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. CARR: May i t p l e a s e t h e Examiner, my 

name i s W i l l i a m F. C a r r . I'm w i t h t h e Santa Fe law 

f i r m Campbell, C a r r , Berge & S h e r i d a n . We r e p r e s e n t 

Yates P e t r o l e u m C o r p o r a t i o n i n t h i s case, and I have 

two w i t n e s s e s . 

f i r s t w i t n e s s , J a n e t R i c h a r d s o n , was sworn Ln t h e 

p r e v i o u s case, and her q u a l i f i c a t i o n s as an e x p e r t 

w i t n e s s and p e t r o l e u m l a n d p e r s o n have been a c c e p t e d . 

I ' d l i k e t h e r e c o r d t o r e f l e c t t h a t my 

EXAMINER CATANACH: The r e c o r d s h a l l so 

r e f l e c t , Mr. C a r r . Are t h e r e any a d d i t i o n a L 

appearances? 

MR. STOVALL: I s Mr. May t e s t i f y i n g a t t h i s 

t ime? 

MR. CARR: Mr. May w i l l be t e s t i f y i n g a t 

t h i s t i m e . 

MR. STOVALL: We b e t t e r swear Mr. May i n 

t h e n . 
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(W i t n e s s sworn.) 

JANET RICHARDSON, 

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

upon her o a t h , was examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. CARR: 

Q. Miss R i c h a r d s o n , a r e you f a m i l i a r w i t h t h e 

a p p l i c a t i o n f i l e d i n t h i s case on b e h a l f o f Yates 

P e t r o l e u m C o r p o r a t i o n ? 

A. Yes, I am. 

Q. Are you f a m i l i a r w i t h t h e s t a t u s o f t h e 

l a n d s i n t h e s u b j e c t area? 

A . Yes . 

MR. STOVALL: Mr. C a r r , a g a i n , I ' l l do as I 

d i d w i t h Mr. Bruce, because i t ' s a s e p a r a t e 

t r a n s c r i p t , l e t ' s have her i d e n t i f y h e r s e l f even i f we 

have q u a l i f i e d h e r . 

Q. (BY MR. CARR) Would you l i k e t o s t a t e your 

name f o r t h e r e c o r d , p l e a s e . 

A. My name i s J a n e t R i c h a r d s o n . 

Q. You are a p e t r o l e u m l a n d p e r s o n f o r Yates 

P e t r o l e u m C o r p o r a t i o n ? 

A. Yes, I am. 

Q. Could you b r i e f l y s t a t e what Yates seek 

w i t h t h i s a p p l i c a t i o n ? 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

2 3 

24 

2 5 

6 

A. Yes. We'd l i k e a p p r o v a l o f an u n o r t h o d o x 

w e l l l o c a t i o n f o r t h e proposed H i c k o r y "ALV" W e l l No. 

3, and i t w i l l be d r i l l e d 2,166 f e e t f r o m t h e s o u t h 

l i n e , and 2,253 f e e t f r o m t h e west l i n e o f S e c t i o n 17, 

Township 22 South, Range 24 East , i n Eddy County, New 

Mexico. 

Q. Could you i d e n t i f y what has been marked 

Yates E x h i b i t No. 1 and t h e n r e v i e w t h i s f o r Mr. 

Catanach? 

A. Yes. E x h i b i t No. 1 i s a l a n d p l a t showing 

t h e n i n e s e c t i o n s i n c l u d i n g and s u r r o u n d i n g t h e w e l l . 

The p roposed w e l l l o c a t i o n i s marked i n r e d i n t h e 

so u t h w e s t q u a r t e r o f S e c t i o n 17. T h i s w e l l w i l l be i n 

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

S e c t i o n 17. 

The o f f s e t t i n g owners t o t h e e a s t i n 

S e c t i o n 16 i s Santa Fe and t h e n t o t h e n o r t h i n 

S e c t i o n s 7 and 8 a r e a l s o Santa Fe. And t h e o t h e r 

owners are Yates P e t r o l e u m and i t s a f f i l i a t e s . 

We've shown S e c t i o n 7 o u t l i n e d i n y e l l o w . 

A l l we own up t h e r e i s a s m a l l o v e r r i d i n g r o y a l t y 

i n t e r e s t . And t h e s o l i d i s acreage t h a t we own 100 

p e r c e n t . 

Q. On what o f f s e t t i n g owner i s Yates a c t u a l l y 

e n c r o a c h i n g ? 
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A. We're o n l y e n c r o a c h i n g t o w a r d s o u r s e l v e s , 

t o w a r d s Yates P e t r o l e u m . 

Q. So t h e r e a r e no o f f s e t t i n g o p e r a t o r s t o 

whom n o t i c e needed t o be p r o v i d e d o f t h i s h e a r i n g ? 

A. R i g h t . 

Q. W i l l Yates p r e s e n t a g e o l o g i c a l w i t n e s s t o 

e x p l a i n t h e t e c h n i c a l reasons f o r t h i s l o c a t i o n ? 

A. Yes, we w i l l . 

Q. Was E x h i b i t No. 1 p r e p a r e d by you? 

A. Yes. 

MR. CARR: At t h i s t i m e , Mr. Catanach, we 

move t h e a d m i s s i o n o f Yates P e t r o l e u m C o r p o r a t i o n 

E x h i b i t 1. 

EXAMINER CATANACH: E x h i b i t No. 1 w i l l be 

a d m i t t e d as e v i d e n c e . 

MR. CARR: That c o n c l u d e s my e x a m i n a t i o n of 

t h i s w i t n e s s . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Miss R i c h a r d s o n , i s a l l o f S e c t i o n 17 

commonly owned? 

A. Yes, i t i s . And I b e l i e v e t h e o w n e r s h i p 

breakdown i s Yates P e t r o l e u m C o r p o r a t i o n 4 p e r c e n t , 

Yates D r i l l i n g Company/MICO I n d u s t r i e s , I n c . , and Abo 

P e t r o l e u m C o r p o r a t i o n , 32 p e r c e n t each. 
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EXAMINER CATANACH: T h a t ' s a l l I have. 

MR. CARR: At t h i s t i m e we'd c a l l Mr. May. 

BRENT MAY, 

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

upon h i s o a t h , was examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e y o u r name f o r t h e r e c o r d , 

p l e a s e . 

A. B r e n t May. 

Q. Where do you r e s i d e ? 

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

Q. By whom a r e you employed? 

A. Yates P e t r o l e u m . 

Q. I n what c a p a c i t y ? 

A. As a p e t r o l e u m g e o l o g i s t . 

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 h i s 

D i v i s i o n ? 

A . Yes, I have. 

Q. At t h e t i m e o f t h a t t e s t i m o n y , were your 

c r e d e n t i a l s as a p e t r o l e u m g e o l o g i s t a c c e p t e d and made 

a m a t t e r o f r e c o r d ? 

A. Yes, t h e y were. 

Q. Are you f a m i l i a r w i t h t h e a p p l i c a t i o n f i l e d 

i n t h i s case on b e h a l f o f Yates P e t r o l e u m C o r p o r a t i o n ? 
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A. I a m . 

Q. Have you made a g e o l o g i c s t u d y o f t h e area 

i n v o l v e d i n t h i s case? 

A. Yes, I have. 

MR. CARR: Are t h e w i t n e s s ' s q u a l i f i c a t i o n s 

a c c e p t a b l e ? 

EXAMINER CATANACH: They a r e . 

Q. (BY MR. CARR) Mr. May, i n what f o r m a t i o n 

does Yates propose t o d r i l l t h i s w e l l ? 

A. Yates P e t r o l e u m proposes t o d r i l l t o t h e 

Upper Penn or what I c o u l d c a l l t h e Canyon f o r m a t i o n . 

Q. And t h a t i s t h e main o b j e c t i v e i n t h i s 

w e l l ? 

A. That i s t h e d o l o m i t e w i t h i n t h e f o r m a t i o n . 

Q. Are t h e r e any p r i m a r y , secondary o b j e c t i v e s 

i n t h e w e l l ? 

A. The p r i m a r y o b j e c t i v e i s t o g e t i n t h e 

Canyon d o l o m i t e . The secondary would be an/ o t h e r 

f o r m a t i o n s u p h o l e t h a t would g i v e any h y d r o c a r b o n 

shows. 

Q. Why i s Yates p r o p o s i n g t o d r i l l a t t h i s 

p a r t i c u l a r l o c a t i o n ? 

A. For g e o l o g i c and t o p o g r a p h i c r e a s o n s . 

Q. L e t ' s go t o what has been marked as Yates 

P e t r o l e u m C o r p o r a t i o n E x h i b i t No. 2. Would you 
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i d e n t i f y and r e v i e w t h i s f o r Mr. Catanach, p l e a s e . 

A. T h i s i s a t o p o g r a p h i c map o f t h e a r e a . I t 

shows t h e e x i s t i n g s p a c i n g u n i t o u t l i n e d i n y e l l o w 

a l o n g w i t h t h e proposed l o c a t i o n . Yates o r i g i n a l l y 

asked f o r a l o c a t i o n 1980 fr o m t h e s o u t h l i n e and 1650 

fro m t h e west l i n e o f S e c t i o n 17, b u t because o f t h e 

extreme t o p o g r a p h i c r e l i e f i n t h e a r e a , t h e BLM 

sug g e s t e d t h e c u r r e n t l o c a t i o n . 

Q. L e t ' s move now t o our s t r u c t u r e map, Yates 

E x h i b i t No. 3. Would you r e v i e w t h a t ? 

A. T h i s i s a s t r u c t u r e map w i t h t h e t o p o f t h e 

Canyon or Upper Penn d o l o m i t e as a datum. I t ' s 

b a s i c a l l y showing a r e g i o n a l d i p t o t h e s o u t h e a s t . 

W i t h i n S e c t i o n 17 i s a dashed r e d c o n t o u r 

l i n e a t a p p r o x i m a t e l y minus 4060. T h i s c o n t o u r l i n e 

r e p r e s e n t s t h e e s t i m a t e d o i l - w a t e r c o n t a c t . The 

proposed l o c a t i o n i s u p d i p o f t h i s c o n t a c t , t h o u g h n o t 

by a whole l o t , and a l s o t h e l o c a t i o n i s near t h e 

H i c k o r y No. 1, wh i c h i s t h e o t h e r w e l l w i t h i n S e c t i o n 

17. The H i c k o r y does produce o i l o u t o f t h e Canyon or 

Upper Penn f o r m a t i o n . 

Q. L e t ' s go now t o Yates P e t r o l e u m 

C o r p o r a t i o n ' s E x h i b i t No. 4, t h e i s o l i t h map. 

A. T h i s i s o l i t h map whi c h r e p r e s e n t s t h e 

l i m i t s and t h i c k n e s s o f t h e Canyon o r Upper Penn 
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d o l o m i t e . The proposed l o c a t i o n i s n o r t h o f t h e zero 

d o l o m i t e l i n e , w h i c h i s t h e t h i c k b l a c k c o n t o u r l i n e 

on t h e l o w e r p a r t o f t h e map. 

The l o c a t i o n i s a l s o t o t h e s o u t h o f a 

t h i c k i n t h e Upper Penn w h i c h i s i n t h e area o f t h e 

I n d i a n Basin-Upper Penn P o o l . 

There s h o u l d be s u f f i c i e n t d o l o m i t e 

t h i c k n e s s f o r p r o d u c t i o n , b u t w i t h t h e c l o s t ; p r o x i m i t y 

t o t h e d o l o m i t e edge, t h i s does make t h i s l o c a t i o n 

somewhat r i s k y . 

Q. T h i s l o c a t i o n has a c t u a l l y been s e l e c t e d 

because o f t h i s g e o l o g i c i n t e r p r e t a t i o n and a l s o t h e 

t o p o g r a p h i c c o n s i d e r a t i o n s r e f l e c t e d on E x h i b i t No. 3; 

i s t h a t r i g h t ? 

A. Yes, i t i s . 

Q. I n yo u r o p i n i o n , i s t h i s w e l l n e c e s s a r y t o 

produce t h e r e s e r v e s i n t h e Upper Penn f o r m a t i o n ? 

A. Yes, i t i s . 

Q. I s t h i s t h e b e s t a l l o w a b l e l o c a t i o n 

a v a i l a b l e t o you on t h i s t r a c t ? 

A. Yes, e s p e c i a l l y when i t s t o p o g r a p h i c 

c o n s i d e r a t i o n s a r e t h r o w n i n . 

Q. I n your o p i n i o n , w i l l a p p r o v a l o f t h i s 

l o c a t i o n e n a b l e Yates t o produce r e s e r v e s t n a t 

o t h e r w i s e would n o t be r e c o v e r e d ? 
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A. Yes, t h a t i s t r u e . 

Q. So t h e n yo u r c o r r e l a t i v e r i g h t s w ould be 

p r o t e c t e d ? 

A. Yes . 

Q. How soon does Yates a c t u a l l y need t o spud 

t h i s w e l l ? 

A. As f a r as I know, t h e r e a r e no e x p i r a t i o n 

d a t e s t o t h i s case, and we a l r e a d y have e s t a b l i s h e d 

p r o d u c t i o n on t h e l e a s e . 

Q. Were E x h i b i t s 2 t h r o u g h 4 p r e p a r e d by you 

or c o m p i l e d under y o u r d i r e c t i o n ? 

A. Yes, t h e y were. 

MR. CARR: At t h i s t i m e , Mr. Catanach, we 

would move t h e a d m i s s i o n of Yates P e t r o l e u m 

C o r p o r a t i o n ' s E x h i b i t s 2 t h r o u g h 4. 

EXAMINER CATANACH: E x h i b i t s 2 t h r o u g h 4 

w i l l be a d m i t t e d i n t o e v i d e n c e . 

MR. CARR: That c o n c l u d e s my e x a m i n a t i o n o f 

t h i s w i t n e s s . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. May, your o r i g i n a l l o c a t i o n was d e n i e d 

by t h e Bureau o f Land Management? 

A. Yes, because o f t h e t o p o g r a p h y . 

Q. Subsequent t o t h a t , d i d you work w i t h them 
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t o t r y and f i n d a s a t i s f a c t o r y l o c a t i o n i n terms o f 

to p o g r a p h y ? 

A. Yes, we d i d , and t h a t ' s why t h i s l o c a t i o n 

was p i c k e d . I would have p r e f e r r e d t o s t i c k w i t h t h e 

o r i g i n a l l o c a t i o n , b u t t h e BLM would n o t approve t h a t 

l o c a t i o n . 

Q. But g e o l o g y d i d have a f a c t o r , was a f a c t o r 

i n p i c k i n g t h i s new l o c a t i o n ? 

A. Less t h a n t h e t o p o g r a p h y . I n my o p i n i o n , 

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

t h i s p o o l , you can d r i l l two w e l l s f o r t h e 320 

s p a c i n g , one per 160, and t h e n o r t h h a l f of t h i s 

s o u t h w e s t q u a r t e r i s t h e b e s t g e o l o g i c l o c a t i o n t o 

d r i l l f o r a p r o d u c t i v e w e l l i n t h i s a r e a . 

So, i n my o p i n i o n , I would have p r e f e r r e d 

t o s t a y i n t h e n o r t h h a l f o f t h i s southwest, q u a r t e r . 

T h a t ' s why I p i c k e d t h e o r i g i n a l l o c a t i o n . A l s o 

because i t was c l o s e -- one o f t h e c l o s e r l o c a t i o n s t o 

t h e p r o d u c i n g w e l l . And t h e n when we a p p l i e d f o r 

t h a t , t h e BLM c o u l d n o t g r a n t t h a t because o f t h e 

t o p o g r a p h y and sug g e s t e d t h e c u r r e n t p r o p o s e d 

l o c a t i o n . 

Q. The l o c a t i o n i n t h e s o u t h h a l f o f t h e 

s o u t h w e s t q u a r t e r would j u s t be moving away f r o m t h e 

t h i c k e r d o l o m i t e ? 
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A. G e t t i n g more r i s k y . Y o u ' r e g e t t i n g c l o s e 

t o t h e edge o f t h e d o l o m i t e , p l u s y o u ' r e g e t t i n g 

f u r t h e r and f u r t h e r d o w n d i p and c l o s e r and c l o s e r t o 

t h e o i l - w a t e r c o n t a c t . So, g e o l o g i c a l l y , y o u a r e 

i n c r e a s i n g y o u r r i s k t h e f u r t h e r s o u t h y o u go. 

EXAMINER CATANACH: I h a v e n o t h i n g f u r t h e r 

o f t h e w i t n e s s . 

MR. CARR: We have n o t h i n g f u r t h e r i n t h i s 

c a s e , Mr. C a t a n a c h . 

EXAMINER CATANACH: T h e r e b e i n g n o t h i n g 

f u r t h e r i n t h i s c a s e , Case 10842 w i l l be t a k e n u n d e r 

a d v i s e m e n t . 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
( 5 0 5 ) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

1 5 

1 6 

17 

18 

19 

2 0 

2 1 

2 2 

2 3 

2 4 

2 5 

CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 

) ss . 

COUNTY OF SANTA FE ) 

I , Deborah O'Bine, C e r t i f i e d S h o r t h a n d 

R e p o r t e r and N o t a r y P u b l i c , HEREBY CERTIFY t h a t I 

caused my n o t e s t o be t r a n s c r i b e d under my p e r s o n a l 

s u p e r v i s i o n , and t h a t t h e f o r e g o i n g t r a n s c r i p t i s a 

t r u e and a c c u r a t e r e c o r d o f t h e p r o c e e d i n g s o f s a i d 

h e a r i n g . 

or employee o f any o f t h e p a r t i e s o r a t t o r n e y s 

i n v o l v e d i n t h i s m a t t e r and t h a t I have no p e r s o n a l 

i n t e r e s t i n t h e f i n a l d i s p o s i t i o n o f t h i s m a t t e r . 

I FURTHER CERTIFY t h a t I am n o t a r e l a t i v e 

WITNESS MY HAND AND SEAL, October 16, 1993 

DEBORAH O'BINE 
CCR No. 63 

Oil Conservation Division 
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