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STATE OF NEW MEXICO 
ENERGY, MINERALS, AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 
STATE LAND OFFICE BLDG. 
SANTA FE, NEW MEXICO 

4 November 1987 

EXAMINER HEARING 

IN THE MATTER OF: 

A p p l i c a t i o n of Yates Petroleum Cor- CASE 
po r a t i o n f o r a u n i t agreement, 9246 
Chaves County, New Mexico. 

BEFORE: Michael E. Stogner, Examiner 

TRANSCRIPT OF HEARING 

A P P E A R A N C E S 

For the D i v i s i o n : J e f f Taylor 
Attorney a t Law 
Legal Counsel to the D i v i s i o n 
State Land O f f i c e Bldg. 
Santa Fe, New Mexico 87501 

For the A p p l i c a n t : Chad Dickerson 
Attorney a t Lav.' 
DICKERSON, FISK, & VANDIVER 
Seventh and Mahone/Suite E 
A r t e s i a , New Mexico 88 210 
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I N D E X 

LESLIE BENTZ 

D i r e c t Examination by Mr. Dickerson 4 

Cross Examination by Mr. Stogner 10 

KATHY COLBERT 

D i r e c t Examination by Mr. Dickerson 10 

E X H I B I T S 

Yates E x h i b i t One, Contour Map 5 

Yates E x h i b i t Two, Cross Section A-A1 7 

Yates E x h i b i t Three, Unit Agreement 11 

Yates E x h i b i t Four, Operating Agreement 12 

Yates E x h i b i t Five, L e t t e r 13 
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MR. STOGNER: C a l l next Case 

9246. 

MR. TAYLOR: 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, Chaves 

County, New Mexico. 

MR. DICKERSON: Mr. Examiner, 

I'm Chad Dickerson of A r t e s i a , New Mexico, on behalf of the 

a p p l i c a n t , and I have two witnesses. 

MR. STOGNER: Are there any 

other appearances i n t h i s matter? 

W i l l the witnesses please stand 

and be sworn? 

Oh, I'm so r r y , I j u s t n o t iced 

t h a t we have — 

MR. DICKERSON: Both have been 

p r e v i o u s l y sworn, Mr. Examiner. 

MR. STOGNER: Okay, l e t the 

record so show t h a t Ms. Bentz and Ms. Colbert have been 

p r e v i o u s l y sworn. 

LESLIE BENTZ, 

being c a l l e d as a witness and being p r e v i o u s l y sworn and 

remaining under oath, t e s t i f i e d as f o l l o w s , t o - w i t : 
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DIRECT EXAMINATION 

BY MR. DICKERSON: 

Q Ms. Bentz, w i l l you s t a t e your name, your 

occupation, and where you reside? 

A Yes. My name i s L e s l i e Bentz. I'm em

ployed by Yates Petroleum Corporation as a petroleum geolo

g i s t . 

Q And you have p r e v i o u s l y q u a l i f i e d as an 

expert petroleum g e o l o g i s t , have you not? 

A Yes, I have. 

Q You are f a m i l i a r , are you not, Ms. Bentz, 

w i t h the g e o l o g i c a l s i t u a t i o n surrounding the proposed Drag

o n f l y Unit? 

A Yes, I am. 

MR. DICKERSON: Tender Ms. 

Bentz as a petroleum g e o l o g i s t , Mr. Examiner. 

MR. STOGNER: Let the record 

so show t h a t Ms. Bentz i s so q u a l i f i e d . 

Q W i l l you b r i e f l y s t a t e the purpose of 

Yates' a p p l i c a t i o n i n Case 9246? 

A To seek approval of the proposed Dragon

f l y State U n i t , Chaves County, New Mexico. 

Q And where geographically i s t h i s proposed 

u n i t located? 
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A The proposed u n i t i s comprised of Section 

30 and Section 31 of Township 9 South, Range 27 East. 

Q What o b j e c t i v e s do Yates seek by the f o r 

mation of t h i s u n i t ? 

A The primary o b j e c t i v e of the t e s t w e l l 

w i t h i n the proposed Dragonfly State Unit i s to extend pro

duction i n the Ordovician age dolomite r e s e r v o i r . 

Secondary o b j e c t i v e s could include Penn

sylvanian age a l l u v i a l sandstones, Wolfcamp dolomite poro

s i t y , and a l l u v i a l channel sandstones i n the Abo formation. 

Q W i l l you d i r e c t Mr. Stogner's a t t e n t i o n 

to E x h i b i t Number One and summarize f o r him what you show on 

t h a t map? 

A E x h i b i t Number One i s a s t r u c t u r a l con

tour map. The mapping horizon i s the PrePennsylvanian un

conformity. The contour i n t e r v a l i s 50 f e e t . 

The proposed u n i t i s marked by a dashed 

l i n e and the proposed l o c a t i o n and TD of the t e s t w e l l are 

shown. Datum p o i n t s are noted by c i r c l e s and the appro

p r i a t e datum i s l i s t e d . Wells colored i n red i n d i c a t e Ordo

v i c i a n producers. 

The red o u t l i n e and the green l i n e mark 

the t e r m i n a t i o n of the M i s s i s s i p p i a n formation and Ordovi

c i a n , r e s p e c t f u l l y . 

Q Okay. Refer to — or no, continue w i t h 
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E x h i b i t Number One. 

A The s t r u c t u r e map shows a h o r s t block 

which i s completely f a u l t bounded. Throw on the bounding 

f a u l t s v a r i e s from nearly 400 f e e t t o a s l i g h t displacement 

of less than 50 f e e t . Erosion on the u p l i f t e d area has r e 

s u l t e d i n acreas where M i s s i s s i p i a n and Ordovician sediments 

have been completely s t r i p p e d away leaving Pennsylvanian 

sediments l y i n g unconformably on the Precambrian. The Pre-

Pennsylvanian s e c t i o n on the remainder of the h o r s t blocks 

consists of o r d o v i c i a n on PreCambrian. A normal sequence of 

Pennsylvanian r e s t i n g reconformably on M i s s i s s i p p i a n occurs 

on the down thrown side of the bounding f a u l t s . The subcrop 

p a t t e r n of the M i s s i s s i p p i a n i s i d e n t i c a l t o the f a u l t 

scarps, but the Ordovician subcrop i s s l i g h t l y o f f s e t from 

the s t r u c t u r a l c r e s t . This suggests t h a t the h o r s t block 

may have adjusted s l i g h t l y by t i l t i n g i n a northward 

d i r e c t i o n a t a subsequent date. 

Gas production from the u p l i f t e d f a u l t 

block r e s u l t s from p o r o s i t y development along the unconfor

mity surface of the Ordovician, which i s truncated against 

the PreCambrian. 

The bounding f a u l t s also serve as a t r a p 

ping mechanism as they place the t i t e M i s s i s s i p p i a n lime

stone i n j u x t a p o s i t i o n w i t h the porous Ordovician dolomite. 

Therefore a d e f i n i t e r e l a t i o n s h i p e x i s t s between the produc-
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t i o n and the s t r u c t u r a l p o s i t i o n . The b e t t e r Ordovician 

producers occur above a -2200 subsea datum on top of the Or

do v i c i a n . 

P e r t i n e n t cumulative production from the 

Ordovician has been noted t o s u b s t a n t i a t e t h i s r e l a t i o n s h i p . 

The parts of hte ho r s t block which have 

not been e x p l o i t e d or are not HBP by other production con

s t i t u t e s the j u s t i f i c a t i o n f o r the u n i t o u t l i n e . I t i s be

li e v e d t h a t a l l four p r o r a t i o n u n i t s , i n c l u s i v e , are produc

t i v e . The placement of the w e l l l o c a t i o n s i s c r i t i c a l . And 

unorthodox l o c a t i o n was chosen as the best allowable loca

t i o n i n the nor t h h a l f of Section 30. This would enable the 

borehole t o encounter the s t r u c t u r e a t i t s highest p o i n t 

p o s s i b l e . I t i s a n t i c i p a t e d t h a t s t r u c t u r a l l y high penetra

t i o n of the Orodovician formation would enhance e a r l i e r and 

greater recovery of gas reserves. The unorthodox l o c a t i o n 

has been submitted t o the O i l Conservation D i v i s i o n f o r ad

m i n i s t r a t i v e approval. 

Q I d e n t i f y what you have submitted as Exhi

b i t Number Two, Ms. Bentz, and summarize f o r us what you 

show on t h a t cross s e c t i o n . 

A E x h i b i t Number Two, s t r a t i g r a p h i c cross 

se c t i o n A-A', i s located n o r t h t o south/southeast across the 

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

Q And what w e l l s have you shown on t h a t 
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cross section? 

A The f i r s t w e l l , the Campbell State No. 1, 

i s located on the downthrown side of the f a u l t . The bore

hole encountered a M i s s i s s i p p i a n s e c t i o n which f u r t h e r docu

ments t h a t the M i s s i s s i p p i a n subcrop coincides w i t h the 

f a u l t scarp. 

The Seymour State No. 1, located on the 

edge of the h o r s t block, does not e x h i b i t any M i s s i s s i p p i a n 

s e c t i o n . The Ellenburger p o r o s i t y i s l a t e r a l l y connected 

w i t h Ordovician p o r o s i t y on the downthrown side of the 

f a u l t . This w e l l was found t o be nonproductive i n the Ordo

v i c i a n . 

The t h i r d w e l l , the Meredith State No. 1, 

i s the s t r u c t u r a l l y highest w e l l t h a t has an Orodovician se

quence. I t also has the best cumulative production from the 

Ordovician t o date. The unorthodox l o c a t i o n , the Yates Pet

roleum Dragonfly State Unit No. 1, should encounter a sec

t i o n which i s very s i m i l a r t o the Meredith State No. 1. 

The f i n a l w e l l , Sun Production Diablo 

State No. 1, i s downthrown. Again, the M i s s i s s i p p i a n forma

t i o n i s present. An o i l / w a t e r contact has been chosen where 

i t i s believed t h a t there i s p o r o s i t y connection i n the Or

do v i c i a n between the h o r s t block and the adjacent downthrown 

side. 

Q Ms. Bentz, can you b r i e f l y summarize f o r 
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us the g e o l o g i c a l basis f o r the formation of t h i s proposed 

Dragonfly Unit? 

A The proposed Dragonfly State Unit i s 

located on a fault-bounded h o r s t block which has great 

p o t e n t i a l i n the Ordovician. Every p r o r a t i o n i n the 

proposed o u t l i n e should be p r o d u c t i v e , but t o insure t h a t 

the r e s e r v o i r i s p r o p e r l y drained, extreme care must be 

given to the exact w e l l l o c a t i o n s . The proposed unorthodox 

l o c a t i o n i s the best a l l o w b l e l o c a t i o n i n the proposed u n i t . 

I n f o r m a t i o n from t h i s i n i t i a l t e s t w e l l 

w i l l be i n v a l u a b l e i n s y n t h e s i z i n g seismic c o n t r o l and w e l l 

data so t h a t the r e s t of the proposed u n i t can be prudently 

developed t o prevent waste. 

Q And i n your opin 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 i n t e r e s t of conservation, the 

prevention 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, i t w i l l . 

Q And were E x h i b i t s One and Two prepared 

by you? 

A Yes, they were. 

MR. DICKERSON: Mr. Examiner, I 

move admission of Yates E x h i b i t s One and Two and I have no 

f u r t h e r questions of Ms. Bentz. 

MR. STOGNER: E x h i b i t s One and 
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Two w i l l be admitted i n t o evidence a t t h i s time. 

CROSS EXAMINATION 

BY MR. STOGNER: 

Q Ms. Bentz, your proposed l o c a t i o n i s an 

unorthodox l o c a t i o n based on ge o l o g i c a l evidence which 

you've presented today and approved a d m i n i s t r a t i v e l y — I 

mean have been submitted a d m i n i s t r a t i v e l y f o r our approval, 

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

A Yes, s i r . 

Q Okay. 

MR. STOGNER: No f u r t h e r ques

t i o n s of Ms. Bentz. 

KATHY COLBERT, 

being c a l l e d as a witness and being p r e v i o u s l y sworn and 

remaining under 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. DICKERSON: 

Q Ms. Colbert, w i l l you s t a t e your name, by 

whom you're employed, and where you reside? 

A My name i s Kathy C o l b e r t . I'm a landman 

w i t h Yates Petroleum Corporation, A r t e s i a , New Mexico. 
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Q And you have p r e v i o u s l y t e s t i f i e d as a 

landman before t h i s D i v i s i o n , have you not? 

A Yes, I have. 

Q And are you f a m i l i a r w i t h the proposed 

Dragonfly Unit and the acreage ownership s i t u a t i o n w i t h i n 

t h a t u n i t ? 

A Yes, I have. 

MR. DICKERSON: Tender Ms. 

Colbert, Mr. Examiner. 

MR. STOGNER: Let the reord so 

show. 

Q Ms. Col b e r t , w i l l you i d e n t i f y f o r us 

what we submitted as E x h i b i t Number Three and t e l l the 

Examiner what t h a t e x h i b i t i s ? 

A E x h i b i t Number Three i s the standard 

form u n i t agreement f o r the development and operation of a 

s t a t e u n i t . 

Q And again paragraph 2 of t h i s form pro

vides t h a t a l l u n i t i z e d substances and a l l formations under 

the u n i t area w i l l be pooled by t h i s u n i t ? 

A Yes, i t does. 

Q And paragraph 11, as r e q u i r e d , a l l o c a t e s 

production of the u n i t i z e d substances on a surface acreage 

basis? 

A That's c o r r e c t . 
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Q What i s p rov ided t o be the depth of your 

u n i t w e l l ? 

A Approximately 6000 f e e t . 

Q D i r e c t Mr. Stogner's a t t e n t i o n , Ms. Col

b e r t , t o E x h i b i t A t o t h a t u n i t agreement and summarize f o r 

him what t h a t map shows. 

A E x h i b i t A t o the u n i t agreement i s a p l a t 

t h a t o u t l i n e s our proposed Dragonfly State U n i t . There are 

only two t r a c t s i n t h i s u n i t , both State leases making up 

100 percent of the u n i t . 

Q And E x h i b i t B t o t h a t u n i t agreement 

shows what information? 

A E x h i b i t B t o the u n i t agreement d e t a i l s 

the lease d e s c r i p t i o n , e x p i r a t i o n date, a l l burdens, c u r r e n t 

working i n t e r e s t , and lessee of record. 

Q And what i s the e a r l i e s t e x p i r a t i o n date 

of a lease w i t h i n t h i s proposed u n i t ? 

A December 1st, 1987. 

Q And i t w i l l be necessary t h a t Yates have 

f i n a l approval and be a c t u a l l y d r i l l i n g on the u n i t w e l l on 

or before t h a t date, i s t h a t c o r r e c t ? 

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

Q I d e n t i f y , Ms. Colbert, f o r us E x h i b i t 

Number Four and t e l l us what i t i s . 

A E x h i b i t Four i s our proposed operating 
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agreement. I t i s on the standard AAPL Form 610, 1977. I t 

does desegnate Yates Petroleum Corporation as operator. 

Q And t h a t instrument o b l i g a t e s Yates t o 

commence i t s d r i l l i n g operations on the u n i t w e l l on or be

for e December 1st, 1987, does i t not? 

A Yes, i t does. 

Q W i l l you d i r e c t the Examiner's a t t e n t i o n 

t o E x h i b i t A t o the u n i t o p erating agreement, b r i e f l y de

sc r i b e f o r him the ownership of the i n t e r e s t w i t h i n the u n i t 

area and t e l l him the status of the commitment of those i n 

t e r e s t s . 

A E x h i b i t A t o t h i s o p erating agreement 

l i s t s a l l the p a r t i e s , t h e i r percentages under the u n i t and 

under the i n i t i a l t e s t w e l l . 

100 percent of t h i s u n i t has been commit

ted ; t h e r e f o r , the i n i t i a l t e s t w e l l w i l l be paid f o r by the 

four p a r t i c i p a t i n g p a r t i e s . 

Q And r a t i f i c a t i o n s r e f l e c t i n g t h a t commit

ment are included w i t h the u n i t agreement admitted as Exhi

b i t Number Three, are they not? 

A Yes, they're attached. 

Q Okay. I d e n t i f y f o r us E x h i b i t Number 

Five and t e l l us what t h a t i s ? 

A E x h i b i t Number Five i s a copy of the 

Commissioner of Public Lands L e t t e r g i v i n g us p r e l i m i n a r y 
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approval of our Dragonfly State Unit as proposed. 

Q And i t requested c e r t a i n changes. Those 

changes have been made and are r e f l e c t e d i n the e x h i b i t s 

p r e v i o u s l y submitted, are they not? 

A Yes, they are. 

Q Ms. Colb e r t , were E x h i b i t s Three, Four, 

and Five e i t h e r prepared by or under your d i r e c t i o n and 

supervision? 

A Yes, they were. 

MR. DICKERSON: Mr. Examiner, 

move admission of Yates E x h i b i t s Three, Four, and Five, and 

I have no f u r t h e r questions of Ms. Colbert. 

MR. STOGNER: E x h i b i t s Three, 

Four, and Five w i l l be admitted i n t o evidence, nor do I have 

any questions. 

Is there anything f u r t h e r i n 

t h i s case, Mr. Dickerson? 

MR. DICKERSON: No, s i r . 

MR. STOGNER: The witness may 

be excused and Case Number 9246 w i l l be taken under 

advisement. 

(Hearing concluded.) 
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C E R T I F I C A T E 

I , SALLY W. BOYD, C.S.R., DO HEREBY 

CERTIFY t h a t the foregoing T r a n s c r i p t of Hearing before the 

O i l Conservation D i v i s i o n (Commission) was reported by me; 

t h a t the said t r a n s c r i p t i s a f u l l , t r u e , and c o r r e c t record 

of the hearing, prepared by me t o the best of my a b i l i t y . 
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