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IN THE MATTER OF: 
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MEXICO. 

) 
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IN THE MATTER OF: 
APPLICATION OF YATES PETROLEUM CORPORATION ) 
FOR A UNIT AGREEMENT, CHAVES COUNTY, NEW ) CASE NO 
MEXICO. ) 

) 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: Michael E. Stogner, Examiner 

February 7, 1991 
10:02 a.m. 

Santa Fe, New Mexico 

This matter came on f o r h e a r i n g b e f o r e the O i l 
Cons e r v a t i o n D i v i s i o n on February 7, 1991, a t 10:02 a.m. at 
the O i l Con s e r v a t i o n Conference Room, State 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 Susan G. Ptacek, a C e r t i f i e d Court Reporter No. 124, 
State of New Mexico. 

FOR: OIL CONSERVATION BY: 
DIVISION 

SUSAN G. PTACEK 
C e r t i f i e d Court Reporter 
CCR No. 1224 

HUNNICUTT REPORTING 
(505) 982-9770 



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 

2 

I N D E X 

February 7, 1991 
Examiner Hearing 
Case No. 10223, 10224, 10225 

PAGE 
APPEARANCES 3 

YATES WITNESSES: 

ROBERT BULLOCK 
D i r e c t Examination by Mr. Vandiver 6 
Examination by Examiner Stogner 24 
Examination by Mr. S t o v a l l 25 
R e d i r e c t Examination by Mr. Vandiver 29 

DENISE FLY 
D i r e c t Examination by Mr. Vandiver 30 
Examination by Mr. S t o v a l l 45 
Examination by Examiner Stogner 45 

RANDY PATTERSON 
D i r e c t Examination by Mr. Vandiver 49 
Examination by Mr. S t o v a l l 50 

REPORTER'S CERTIFICATE 52 

* * * 

E X H I B I T S 
ID Admtd 

YATES PETROLEUM CORPORATION EXHIBIT 
CASE NO. 10223 

1 8 14 

2 1 1 1 4 

3 12 14 

4 13 14 

5 3 1 4 4 

6 3 1 4 4 

HUNNICUTT REPORTING 
(505) 982-9770 



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 

1 

E X H I B I T S ( C o n t i n u e d ) 

7 34 4 4 

8 34 44 

CASE NO. 10224 

1 14 24 

2 17 24 

3 18 24 

4 18 24 

CASE NO. 10225 

1 20 24 

2 2 1 2 4 

3 23 24 

4 23 24 

HUNNICUTT REPORTING 
(505) 982-9770 



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 

A P P E A R A N C E S 
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FOR YATES PETROLEUM FISK & VANDIVER 
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BY: DAVID R. VANDIVER, ESQ. 
Seventh & Mahone, S u i t e E 
A r t e s i a , New Mexico 88210 

* * * 

HUNNICUTT REPORTING 
(505) 982-9770 



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 

EXAMINER STOGNER: C a l l Case No. 10223. 

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

C o r p o r a t i o n f o r a u n i t agreement, Chaves County, New 

Mexico. 

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

MR. VANDIVER: Mr. Examiner, my name i s David Vandiver 

of the A r t e s i a law f i r m of Fisk & Vandiver appearing 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 , and I 

have two w i t n e s s e s , one of whom I b e l i e v e has p r e v i o u s l y 

been sworn. One who has not been sworn. 

EXAMINER STOGNER: W i l l the one w i t n e s s who hasn't 

been sworn today please stand? 

(Whereupon the witnesses were d u l y 

swo r n . ) 

EXAMINER STOGNER: For the r e c o r d , Mr. Vandiver, your 

o t h e r w i t n e s s who has been sworn? 

MR. VANDIVER: Denise F l y . 

EXAMINER STOGNER: Let the re c o r d show t h a t she was 

p r e v i o u s l y sworn i n Case 10103. 

Mr. Vandive r. 

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

I would request t h a t t h i s case be c o n s o l i d a t e d f o r purposes 

of the h e a r i n g w i t h Cases 10224 and 10225. 

EXAMINER STOGNER: Are t h e r e any o b j e c t i o n s ? Then I 

w i l l c a l l Cases 10223 and 10224 at t h i s t i m e . 

HI! T1 M 1 ̂ "TT R F T ' I P T I I 
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MR. STOVALL: Mr. Examiner, I t h i n k i t ' s 10224 and 

10225. 

EXAMINER STOGNER: That's what I meant t o say, 

Mr. S t o v a l l . 

MR. STOVALL: Both of which are the 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 o r a u n i t agreement, Chaves 

County, New Mexico. 

EXAMINER STOGNER: C a l l f o r appearances ot h e r than the 

a p p l i c a n t . Mr. Vandiver, you may proceed. 

MR. VANDIVER: Mr. Examiner, I might a l s o p o i n t out 

w i t h regard t o the e x h i b i t s t h a t I have separate e x h i b i t s 

t h a t Mr. B u l l o c k w i l l be r e f e r r i n g t o f o r each u n i t , but 

the g e o l o g i c a l e x h i b i t s are o n l y a t t a c h e d t o or marked w i t h 

r e gard t o Case 10223. So we w i l l use the same g e o l o g i c a l 

e x h i b i t s f o r a l l t h r e e cases. 

EXAMINER STOGNER: Thank you, Mr. Vandiver. 

MR. VANDIVER: May I proceed? 

EXAMINER STOGNER: P l e a s e . 

ROBERT BULLOCK, 

the Witness h e r e i n , having been f i r s t d u l y sworn, 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 , please s t a t e your name, by whom you 

are employed and i n what c a p a c i t y ? 

HUNNICUTT REPORTING 
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A. My name i s Robert B u l l o c k . I'm employed as a 

petrole u m landman by Yates Porrolpum C o r p o r a t i o n . 

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 the New 

Mexico O i l Conservation D i v i s i o n as a petrol e u m landman, 

had your q u a l i f i c a t i o n s as such accepted and made a matter 

of record? 

A. Yes, I have. 

Q. Are you f a m i l i a r w i t h the t i t l e t o the lands 

w i t h i n the proposed Cowboy Draw, S a l t Creek and Blackwater 

U n i t s i n Chaves County? 

A. Yes, l a m . 

Q. Have you prepared 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? 

A. Yes, we have . 

MR. VANDIVER: Mr. Examiner, I tender Mr. B u l l o c k as 

an e x p e r t i n petroleum l a n d m a t t e r s . 

MR. STOVALL: Mr. B u l l o c k i s so q u a l i f i e d . 

Q. (By Mr. Vandiver) To f a c i l i t a t e your t e s t i m o n y , 

Mr. B u l l o c k , why don't we take each of the t h r e e u n i t s one 

at a time and go through your t e s t i m o n y i n s t e a d of d i v i d i n g 

i t up. F i r s t I ' d ask you t o b r i e f l y summarize the purpose 

of Yates's a p p l i c a t i o n i n Case No. 10223 on the Cowboy Draw 

Uni t? 

A. We're making a p p l i c a t i o n to form an e x p l o r a t o r y 

u n i t c o n s i s t i n g of f e d e r a l , s t a t e s and fee lands i n the 
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Cowboy Draw U n i t , Chaves County, New Mexico. 

Q. I f you would 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 1 

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

i n f o r m a t i o n i s c o n t a i n e d i n i t . 

A. E x h i b i t 1 i s a u n i t agreement f o r development 

and o p e r a t i o n of the Cowboy Draw U n i t a b i d i n g by the BLM 

and s t a t e land o f f i c e r e q u i r e m e n t s . 

Q. Mr. B u l l o c k , i f I could ask you who owns the 

m i n e r a l s w i t h i n the proposed u n i t area of the Cowboy Draw 

Uni t? 

A. The m i n e r a l s are owned by f e d e r a l , s t a t e and fee 

m i n e r a l owners, a co m b i n a t i o n . 

Q. And i f I could ask you t o r e f e r t o E x h i b i t A of 

the proposed u n i t agreement and d e s c r i b e the i n f o r m a t i o n 

d e p i c t e d on t h a t e x h i b i t , the type of i n f o r m a t i o n ? 

A. E x h i b i t A sets out t r a c t numbers, d i f f e r e n t i a t e s 

between the f e d e r a l l a n d s , s t a t e lands and fee lands and 

attempts t o show a l l ownership i n v o l v e d w i t h i n the 

boundaries of the u n i t . 

Q. And t h i s u n i t i s a p p r o x i m a t e l y 79 percent 

f e d e r a l l a n d s , 15 percent s t a t e lands and almost 5 percent 

fee lands? 

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

Q. I f I co u l d ask you, what f o r m a t i o n s are proposed 

to be u n i t i z e d under the terms of t h i s u n i t agreement? 

HUMNTCMTT REPORTING 
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A. I t w i l l be a l l f o r m a t i o n s . 

Q. That i s set f o r t h i n Se c t i o n 3 on paqp 3 of the 

proposed u n i t agreement? 

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

Q. As r e q u i r e d , because t h e r e i s more than 10 

perc e n t f e d e r a l l a n d , t h i s i s on a -- the form e s t a b l i s h e d 

under the r e g u l a t i o n s of the Bureau of Land Management? 

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

Q. Who i s des i g n a t e d as u n i t o p e r a t o r under t h i s 

u n i t agreement? 

A. Yates Petroleum C o r p o r a t i o n . 

Q. And inasmuch as t h i s i s on a f e d e r a l form, the 

p r o d u c t i o n o b t a i n e d under t h i s u n i t w i l l be a l l o c a t e d among 

the leases w i t h i n p a r t i c i p a t i n g areas e s t a b l i s h e d a c c o r d i n g 

to the procedure set f o r t h i n S e c t i o n 11 of the u n i t 

agreement? 

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

Q. Now Mr. B u l l o c k , i f you would r e f e r t o E x h i b i t B 

of the u n i t agreement and t e l l the examiner what type of 

i n f o r m a t i o n i s c o n t a i n e d i n t h a t e x h i b i t ? 

A. A l l r i g h t . We have attempted t o match up 

E x h i b i t B w i t h E x h i b i t A. E x h i b i t B sets out the t r a c t 

numbers. We d e s c r i b e each t r a c t number i n depth; the 

numbers of acres i n v o l v e d i n t h a t t r a c t , i d e n t i f i e d by the 

s e r i a l number and the e x p i r a t i o n date of the l e a s e ; the 
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ownership, be i t f e d e r a l , s t a t e or f e e ; the lessee of 

r e c o r d , o v e r r i d i n g r o y a l t y owners and the working i n t e r e s t 

persons i n t h a t l e a s e . 

Q. And t h i s proposed u n i t c o n t a i n s a t o t a l of 

29,471 acres? 

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

Q. Yates has had conferences w i t h the Bureau of 

Land Management i n co n n e c t i o n w i t h t h i s u n i t agreement? 

A. Yes, we have. 

Q. How many -- how many w e l l s w i l l they r e q u i r e you 

to d r i l l under t h i s u n i t agreement? 

A. This u n i t has a one-well o b l i g a t i o n . 

Q. Among the leases t o be committed t o the u n i t , 

what's the e a r l i e s t e x p i r a t i o n date? 

A. 3-1-91. 

Q. So i t would be your request t h a t you o b t a i n 

a p p r o v a l of t h i s u n i t agreement by the O i l Conservation 

D i v i s i o n p r i o r t o March 1 of t h i s year? 

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

Q. So t h a t you co u l d commence d r i l l i n g o p e r a t i o n s ? 

A. What i s the s t a t u s of j o i n d e r of the working 

i n t e r e s t owners and unleased fee owners i n t h i s proposed 

u n i t ? Have you s u b m i t t e d i t ? 

A. We have s u b m i t t e d i t t o the p a r t i e s i n v o l v e d , 

and have y e t t o r e c e i v e everybody's i n t e n t i o n s a t t h i s 
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p o i n t i n ti m e . 

Q. All right. Now, identify Applicant's Exhihit 7, 

and d e s c r i b e the 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 . 

A. E x h i b i t 2 i s the o p e r a t i n g agreement to the 

Cowboy Draw U n i t s e t t i n g out the o b l i g a t i o n s of the p a r t i e s 

i n v o l v e d , c o n t r a c t u a l o b l i g a t i o n s t h a t i s . 

Q. This i s a d i v i d e d - t y p e u n i t , i s i t not? 

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

Q. And such t h a t the costs of e x p l o r a t i o n and the 

shares of p r o d u c t i o n w i l l be owned by the p a r t i e s owning 

i n t e r e s t i n a p a r t i c u l a r p a r t i c i p a t i n g area? 

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

Q. Does the u n i t o p e r a t i n g agreement c o n t a i n the 

customary c o n t r a c t u a l p r o v i s i o n s of the j o i n t o p e r a t i n g 

agreement? 

A. We f e e l i t does, yes. 

Q. And t h i s u n i t o p e r a t i n g agreement w i l l be 

su b m i t t e d t o the othe r working i n t e r e s t owners and your 

leased m i n e r a l owners f o r t h e i r approval? 

A. Yes, i t w i l l . 

Q. Now, r e f e r t o E x h i b i t A of the u n i t o p e r a t i n g 

agreement and review the manner i n which the i n i t i a l t e s t 

w e l l w i l l be p a i d f o r ? 

A. I n i t i a l t e s t w e l l w i l l be d r i l l e d by the Yates 

e n t i t i e s o n l y , Yates Petroleum C o r p o r a t i o n 40 p e r c e n t ; 
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Yates D r i l l i n g Company, 20 p e r c e n t ; Abo Petroleum 

C o r p o r a t i o n , 20 p e r c e n t ; Myco I n d u s t r i e s , I n c . , 20 p e r c e n t . 

Q. I f you would r e f e r t o A r t i c l e 6 of the u n i t 

o p e r a t i n g agreement and d e s c r i b e the 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 ? 

A. The i n i t i a l t e s t w e l l f o r the Cowboy Draw U n i t 

w i l l be Township 5 South, Range 20 East, S e c t i o n 4, 1980 

from the east l i n e , 990 from the south l i n e . 

Q. That's d i f f e r e n t -- t h a t ' s a d i f f e r e n t l o c a t i o n 

than t h a t set f o r t h i n 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 . We were informed y e s t e r d a y t h a t 

f o r topo reason t h a t l o c a t i o n was moved and we haven't had 

an o p p o r t u n i t y t o change i t a t t h i s p o i n t i n ti m e . 

Q. That w i l l be changed p r i o r t o submission f o r 

f i n a l a p p r o v a l t o the Bureau of Land Management and 

Commissioner of P u b l i c Lands? 

A. Yes, i t w i l l . 

Q. Now, i d e n t i f y A p p l i c a n t ' s E x h i b i t 3 and des c r i b e 

what t h a t i s , please? 

A. That i s a l e t t e r a p p l y i n g t o the Bureau of Lands 

f o r d e s i g n a t i o n -- excuse me -- t o the Commissioner of 

P u b l i c Lands f o r p r e l i m i n a r y a p p r o v a l of the Cowboy Draw 

Uni t . 

Q. One of the requirements of the Commissioner of 

P u b l i c Lands p r i o r t o approval of a u n i t agreement i s t h a t 
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Yates o b t a i n an order by the O i l Conservation D i v i s i o n 

a p p r o v i n g the u n i t ; i s n ' t t h a t c o r r e c t ? 

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

Q. Now, I w i l l ask you t o t u r n t o A p p l i c a n t ' s 4, 

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

A. That i s an a p p l i c a t i o n t o the Bureau of Land 

Management f o r d e s i g n a t i o n and ap p r o v a l of the Cowboy Draw 

Uni t . 

Q. i t requests t h a t the Bureau of Land Management 

des i g n a t e the lands as l o g i c a l l y s u b j e c t t o u n i t 

development, does i t not? 

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

Q. Have you had i n d i c a t i o n s from the Bureau of Land 

Management as t o how t h e y ' r e going t o act on t h i s u n i t ? 

A. The Bureau of Land Management has i n d i c a t e d t h a t 

they w i l l approve t h i s u n i t . They have given v e r b a l 

p r e l i m i n a r y a p p r o v a l . 

Q. You have not r e c e i v e d a l e t t e r d e s i g n a t i n g the 

lands as l o g i c a l l y s u b j e c t to u n i t development, but they 

have i n d i c a t e d t h a t they w i l l approve i t ? 

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

Q. And the s t a t e of New Mexico, Commissioner of 

P u b l i c Lands, what has been t h e i r response t o your request 

f o r p r e l i m i n a r y approval? 

A. T h e i r i n i t i a l response was t h a t they d i d not 
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t h i n k they c o u l d go along w i t h us. However, Mr. Randy 

P a t t e r s o n , our land managerm met w i t h Floyd Prando and 

Bruce St o c k t o n t h i s morning and they i n d i c a t e d t h a t t h e r e 

can be some k i n d of deal worked o u t . We don't know e x a c t l y 

what i t i s a t t h i s p o i n t i n t i m e , but i t ' s our b e l i e f t h a t 

some k i n d of deal can be worked out and they can approve 

i t . 

Q. Mr. B u l l o c k , were E x h i b i t s 1 through 4 prepared 

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

A. Yes, they were. 

MR. VANDIVER: Mr. Examiner, I would move the 

admission of A p p l i c a n t ' s E x h i b i t s 1 through 4 i n Case 

No. 10223. 

EXAMINER STOGNER: E x h i b i t s 1 through 4 i n Case 10223 

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

(Yates Petroleum E x h i b i t s 1 through 4 

i n Case 10223 were a d m i t t e d i n 

evidence.) 

Q. (By Mr. Vandiver) Now, Mr. B u l l o c k , I w i l l ask 

you t o t u r n t o Case No. 10224 and ask you t o b r i e f l y 

summarize the purpose of Yates's a p p l i c a t i o n i n t h a t case? 

A. That's the S a l t Creek? 

Q. That's the Blackwater U n i t . 

A. A l l r i g h t . Yates i s making a p p l i c a t i o n t o 

desi g n a t e the Blackwater U n i t as an e x p l o r a t o r y - t y p e u n i t . 
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That u n i t i s l o c a t e d a l s o i n Chaves County, New Mexico. 

Q. I f you would t u r n to A p p l i c a n t ' s E x h i b i t 1 i n 

Case No. 10224 and i d e n t i f y t h a t e x h i b i t and d e s c r i b e 

what's c o n t a i n e d i n i t ? 

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

o p e r a t i o n of the Blackwater U n i t on an a p p r o p r i a t e u n i t 

form as set out by the BLM and Commissioner of P u b l i c 

Lands. 

Q. As w i t h the Cowboy Draw U n i t , what f o r m a t i o n s 

are t o be u n i t i z e d under t h a t u n i t agreement? 

A. I t w i l l be a l l f o u r f o r m a t i o n s . 

Q. Who i s des i g n a t e d as the o p e r a t o r ? 

A. Yates Petroleum C o r p o r a t i o n . 

Q. And i f you would t u r n t o E x h i b i t A of t h a t u n i t 

agreement and d e s c r i b e what i n f o r m a t i o n t h a t i s co n t a i n e d 

i n t h a t e x h i b i t? 

A. E x h i b i t A again i s the map s e t t i n g out on a 

t r a c t - b y - t r a c t b a s i s the -- each of the -- c o v e r i n g a l l the 

lands and a t t e m p t i n g to set out the ownership, whether i t 

be s t a t e , fee or f e d e r a l or fee m i n e r a l ownership. 

Q. As r e f l e c t e d on E x h i b i t A, the U n i t e d States 

owns 72 percent of the m i n e r a l s ; the St a t e 15.2 p e r c e n t , 

and 12.76 percent are fee lands? 

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

Q. And as w i t h the Cowboy Draw U n i t , since i t s bulk 
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of the lan d i s f e d e r a l l a n d , i t ' s on a f e d e r a l l y approved 

form as p r o v i d e d i n f e d e r a l r e g u l a t i o n s ? 

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

Q. And since t h i s i s a f e d e r a l u n i t , p r o d u c t i o n 

w i l l be a l l o c a t e d among the leases w i t h an a n t i c i p a t e d area 

e s t a b l i s h e d a c c o r d i n g t o the procedures set f o r t h i n 

paragraph 11 of the u n i t agreement? 

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

Q. Now, r e f e r to E x h i b i t B of the u n i t agreement 

and d e s c r i b e the type of i n f o r m a t i o n d e p i c t e d i n t h a t 

e x h i b i t ? 

A. That i s , a g a i n , an attempt t o match up E x h i b i t B 

w i t h E x h i b i t A, s e t t i n g out each t r a c t ; the d e s c r i p t i o n of 

the lands i n v o l v e d ; the number of acres w i t h i n each t r a c t ; 

the s e r i a l number, e x p i r a t i o n d a t e ; the ownership, s t a t e 

f e d e r a l or fee m i n e r a l ownership; lessee of r e c o r d ; the 

o v e r r i d i n g r o y a l t y owners and the working i n t e r e s t of t h a t 

p a r t i c u l a r t r a c t . 

Q. What's the e a r l i e s t e x p i r a t i o n date of the 

leases t o be committed t o t h i s proposed u n i t ? 

A. Again i t ' s 3-1-91. 

Q. I b e l i e v e t h e r e are two leases t h a t have t h a t 

e x p i r a t i o n date? 

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

Q. Yates i s seeking approval of the u n i t p r i o r to 
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March 1, '91, so you can commence d r i l l i n g o p e r a t i o n s under 

an approved u n i t agreement? 

A. Yes. 

Q. What i s the s t a t u s of j o i n d e r of the other 

w o rking i n t e r e s t owners and unleased m i n e r a l owners, fee 

m i n e r a l owners. 

A. At t h i s p o i n t i n time t h a t i s -- t h e y ' r e 

s t i l l -- we have no responses from the o u t s i d e p a r t i e s . 

Q. Now, i d e n t i f y A p p l i c a n t ' s E x h i b i t 2, which i s 

the u n i t o p e r a t i n g agreement, and d e s c r i b e what i n f o r m a t i o n 

i s d e p i c t e d on t h a t e x h i b i t . 

A. Again, i t sets out the c o n t r a c t u a l r i g h t s and 

o b l i g a t i o n s of the working i n t e r e s t p a r t i e s t o the 

Blackwater U n i t . I t c o n t a i n s the E x h i b i t B, which again 

i d e n t i f i e s a l l the leases i n v o l v e d . 

Q. And as w i t h the Cowboy Draw U n i t , t h i s i s 

d i v i d e d i n t e r e s t - t y p e u n i t ? 

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

Q. And t h i s u n i t o p e r a t i n g agreement w i l l be 

sub m i t t e d to a l l the working i n t e r e s t owners and unleased 

m i n e r a l owners f o r t h e i r approval along w i t h -- f o r t h e i r 

r a t i f i c a t i o n , along w i t h r a t i f i c a t i o n of the u n i t 

agreement; i s t h a t not c o r r e c t ? 

A. Yes, i t w i l l . 

Q. Refer t o E x h i b i t A of the u n i t o p e r a t i n g 
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agreement and review the manner i n which the i n i t i a l t e s t 

w e l l i n the Blackwater U n i t w i l l be paid? 

A. Again, i t w i l l d r i l l e d and p a i d f o r by the Yates 

companies; Yates Petroleum C o r p o r a t i o n , 40 p e r c e n t ; Yates 

D r i l l i n g Company, 20 p e r c e n t ; Abo Petroleum C o r p o r a t i o n , 20 

p e r c e n t ; and Myco I n d u s t r i e s , I n c . , 20 p e r c e n t . 

Q. And a l l customary c o n t r a c t u a l p r o v i s i o n s of the 

j o i n t o p e r a t i n g agreement are c o n t a i n e d i n t h i s u n i t 

o p e r a t i n g agreement? 

A. Yes. 

Q. Now, i d e n t i f y A p p l i c a n t ' s E x h i b i t 4 and --

excuse me -- E x h i b i t 3, which i s the l e t t e r r e q u e s t i n g 

p r e l i m i n a r y a p p r o v a l from the Commissioner of P u b l i c Lands 

and d e s c r i b e what t h a t i s , please. 

A. I t i s a l e t t e r s u b m i t t e d January 28 t o the 

Commissioner of P u b l i c Lands f o r p r e l i m i n a r y approval of 

the Blackwater U n i t . 

Q. And one of the requirements i s , f o r the 

commissioner t o approve the u n i t , i s t h a t an order be 

ob t a i n e d from the O i l Conservation D i v i s i o n a p p r o v i n g the 

u n i t ? 

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

Q. Now, i d e n t i f y A p p l i c a n t ' s E x h i b i t 4 i n t h i s case 

and d e s c r i b e what i t i s , please. 

A. That i s a l e t t e r dated January 28 t o the Bureau 
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of Land Management f o r a p p l i c a t i o n on b e h a l f of Yates 

Petroleum f o r d e s i g n a t i o n of the Blackwater U n i t as an 

e x p l o r a t o r y u n i t , Chaves County. 

Q. With regard t o responses from the Commissioner 

of P u b l i c Lands and the Bureau of Land Management, same 

types of responses as w i t h the Cowboy Draw U n i t as 

p r e v i o u s l y i n d i c a t e d ? 

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

Q. I might a l s o ask you. There's been -- w i t h 

regard t o the Commissioner of P u b l i c Lands, t h e r e ' s been no 

commitment t h a t they w i l l approve the u n i t agreements; i s 

t h a t not c o r r e c t ? 

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

Q. But we have a meeting scheduled w i t h them next 

week t o di s c u s s approval? 

A. Yes. 

Q. Now, i f we could t u r n t o the S a l t Creek U n i t , 

which i s Case No. 10225, and i f I co u l d ask you b r i e f l y the 

purpose of Yates's a p p l i c a t i o n i n t h a t case? 

A. I s t o form a f e d e r a l e x p l o r a t o r y u n i t i n Chaves 

County, New Mexico, the S a l t Creek U n i t . 

Q. And the lands i n t h i s proposed u n i t are also 

l a r g e l y f e d e r a l , are they not? 

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

Q. Excuse me. I suppose I could r a i s e t h i s i n the 
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g e o l o g i c a l t e s t i m o n y , but I d i d n ' t have you i n d i c a t e the 

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 on the Blackwater U n i t as 

shown i n A r t i c l e 6 A of the u n i t o p e r a t i n g agreement. 

A. That i n i t i a l w e l l i s t o be l o c a t e d Township 9 

South, Range 22 East, S e c t i o n 19, 660 from the n o r t h and 

west. 

Q. Now, r e t u r n i n g t o the S a l t Creek U n i t , i f I 

co u l d ask you t o i d e n t i f y A p p l i c a n t ' s E x h i b i t 1 i n t h i s 

case and d e s c r i b e the u n i t agreement i n t h a t case. 

A. I t i s the u n i t agreement f o r the development and 

o p e r a t i o n of the S a l t Creek U n i t . 

Q. And as w i t h the ot h e r two u n i t s , a l l 

f o r m a t i o n s -- a l l lands and a l l f o r m a t i o n s are t o be 

u n i t i z e d ? 

A. Yes. 

Q. You have met w i t h the Bureau of Land Management 

w i t h regard t o the S a l t Creek U n i t ? 

A. Yes, we have. 

Q. How many w e l l s are they r e q u i r i n g under the 

terms of t h i s u n i t agreement? 

A. This u n i t w i l l have a t w o - w e l l o b l i g a t i o n . 

Q. And i t c o n t a i n s a t o t a l -- the lands w i t h i n the 

u n i t boundary c o n t a i n a t o t a l of 98,219 acres? 

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

Q. And Yates Petroleum C o r p o r a t i o n , as w i t h the 
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o t h e r s , i s de s i g n a t e d u n i t o p e r a t o r ? 

A. That can. 

Q. And p r o d u c t i o n w i l l be a l l o c a t e d among the 

leases w i t h i n the p a r t i c i p a t i n g areas e s t a b l i s h e d a c c o r d i n g 

t o the procedures set f o r t h i n t h a t u n i t agreement? 

A. Yes. 

Q. Now, r e f e r t o E x h i b i t A of the u n i t agreement 

and d e s c r i b e the i n f o r m a t i o n i n t h a t e x h i b i t i n the u n i t 

ag reement? 

A. Again i t i s a land p l a t map t h a t o u t l i n e s the 

u n i t and sets out the f e d e r a l l a n d s , s t a t e lands and fee 

lands on a t r a c t b a s i s and the numbers of those t r a c t s . 

Q. And what's the e a r l i e s t e x p i r a t i o n date of the 

leases t o be committed t o t h a t proposed u n i t ? 

A. Again, i t ' s 3-1-91. 

Q. And you seek a p p r o v a l of t h i s u n i t agreement 

p r i o r t o March 1 of t h i s year? 

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

Q. What's the s t a t u s of j o i n d e r of the working 

i n t e r e s t owners and unleased m i n e r a l owners i n t h i s u n i t ? 

A. The r a t i f i c a t i o n s have been sent out and we're 

pending -- are not s t i l l back i n at t h i s p o i n t i n ti m e . 

Q. Now, i d e n t i f y E x h i b i t 2, Yates E x h i b i t No. 2, i n 

Case No. 10225 and d e s c r i b e what t h a t i s , p lease. 

A. That i s the o p e r a t i n g agreement f o r the S a l t 
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Creek U n i t s e t t i n g out c o n t r a c t u a l r i g h t s and o b l i g a t i o n s 

of the working i n t e r e s t p a r t i e s . 

Q. And t h i s e x h i b i t again i s a 

d i v i d e d - i n t e r e s t - t y p e u n i t ? 

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

Q. And the u n i t o p e r a t i n g agreement w i l l be 

approved along w i t h the u n i t agreement by those p a r t i e s who 

seek t o commit t h e i r i n t e r e s t t o the u n i t area? 

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

Q. Refer t o E x h i b i t A of t h i s u n i t agreement and 

d e s c r i b e the manner i n which payment w i l l be made f o r the 

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

A. I t i s the same bas i s as the o t h e r two u n i t s . I t 

w i l l be d r i l l e d and p a i d f o r ; Yates Pet C o r p o r a t i o n , 40 

p e r c e n t ; Yates D r i l l i n g Company, 20; Abo Petroleum 

C o r p o r a t i o n , 20 p e r c e n t ; Myco I n d u s t r i e s , I n c . , 20 p e r c e n t . 

Q. And the S a l t Creek U n i t i s between the Cowboy 

Draw and Blackwater U n i t s ? 

A. Yes. 

Q. Running n o r t h t o south? 

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

Q. And the i n i t i a l t e s t w e l l i s 1980 from the south 

and west l i n e s of S e c t i o n 21, Township 6 South, Range 21 

East? 

A. That's c o r r e c t . 
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Q. What's the l o c a t i o n of the second o b l i g a t i o n 

w e l l ? I f I could r e f e r ymi t o Se c t i o n 9 of the u n i t 

agreement, t h i r d paragraph, where i t s t a t e s m u l t i p l e w e l l 

r e q u i rements. 

A. The second w e l l i s t o be l o c a t e d Township 8 

South, Range 21 East, S e c t i o n 1, 1980 from the n o r t h and 

east l i n e s . 

Q. Now, i f I could r e f e r you to A p p l i c a n t ' s E x h i b i t 

3 i n Case No. 10225 and d e s c r i b e what t h a t i s , p lease, s i r . 

A. L e t t e r dated January 28, 1991, on b e h a l f of the 

Yates Pet seeking a p p l i c a t i o n f o r p r e l i m i n a r y a p p r o v a l of 

the S a l t Creek U n i t t o the -- addressed t o the Commissioner 

of P u b l i c Lands. 

Q. And the commissioner w i l l r e q u i r e an order by 

the OCD appr o v i n g t h i s u n i t p r i o r t o i t s approval? 

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

Q. Now, i f you could r e f e r t o E x h i b i t 4 i n t h i s 

case and d e s c r i b e what t h a t e x h i b i t i s . 

A. L e t t e r dated January 28, 1991, t o the Bureau of 

Land Management on b e h a l f of Yates Petroleum C o r p o r a t i o n 

seeking a p p l i c a t i o n f o r p r e l i m i n a r y a p p r o v a l of the S a l t 

Creek U n i t , Chaves County, New Mexico. 

Q. As w i t h the othe r u n i t the Bureau of Land 

Management has i n d i c a t e d v e r b a l l y t h a t they w i l l l i k e l y 

approve t h i s u n i t ? 
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A. That's c o r r e c t . 

0. Mr. B u l l o c k , were e x h i b i t s 1 through 4 i n Case 

No. 10225 prepared by you or under your d i r e c t i o n or 

s u p e r v i s i o n ? 

A. Yes, they we r e . 

MR. VANDIVER: Mr. Examiner, I move the admission of 

A p p l i c a n t ' s E x h i b i t s 1 through 4 i n Case No. 10225. And i f 

I have not a l r e a d y done so, move the admission of E x h i b i t s 

1 t h rough 4 i n Case No. 10224 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 STOGNER: E x h i b i t s 1 through 4 i n Case 10224 

and E x h i b i t s 1 through 4 i n 10225 w i l l be a d m i t t e d a t t h i s 

time . 

(Yates Petroleum E x h i b i t s 1 through 4 

i n Case 10224 and Case 10225 were 

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

MR. VANDIVER: That concludes my ex a m i n a t i o n . 

EXAMINER STOGNER: Thank you, Mr. Vandiver. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. B u l l o c k , you mentioned t h a t the BLM has 

given p r e l i m i n a r y a p p r o val t o these o r d e r s v e r b a l l y ? 

A. V e r b a l l y . 

Q. Who w i t h , when and were these c o n v e r s a t i o n s 

taken place and w i t h whom? 
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A. Armando Lopez w i t h the BLM o f f i c e i n Roswell, 

and I b e l i e v e -- I don't have the exact date w r i t t e n down, 

but i t was sometime l a s t week. I s n ' t t h a t r i g h t , David? 

Q. You had these c o n v e r s a t i o n s or a member of your 

s t a f f ? 

A. No. Mr. Vandiver r e p r e s e n t i n g us d i d . 

Q. And as f a r as your v e r b a l commitments or v e r b a l 

communications w i t h the P u b l i c Land Commissioner, those 

took p l a c e , I b e l i e v e you mentioned i n case 10223, t h i s 

morning? 

A. That i s c o r r e c t . With r e s p e c t t o a l l t h r e e of 

these u n i t s , t h a t i s r i g h t . 

Q. That w i t h Mr. Stockton and Mr. Floyd Prando? 

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

EXAMINATION 

BY MR. STOVALL: 

Q. I n your d i s c u s s i o n s w i t h both the BLM and State 

Land O f f i c e , d i d they r a i s e any q u e s t i o n s w i t h respect to 

the a e r i a l s i z e of any of the u n i t ? 

A. The BLM o r i g i n a l l y -- we went t o the BLM wanting 

to put a l l t h i s i n one u n i t , and t h e i r i n i t i a l r e a c t i o n was 

no, they d i d n ' t want a u n i t of t h a t s i z e and they suggested 

i f we c o u l d break i t down i n t o a p p r o x i m a t e l y t h r e e u n i t s 

they c o u l d p r o b a b l y go along w i t h us on i t ; and t h a t ' s what 

we attempted t o do. That's how we a r r i v e d g e o l o g i c a l l y 
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along w i t h t h e i r recommendations t o the number of u n i t s . 

Q. And I assume the g e o l o g i s t i s going t o t e s t i f y 

as t o the g e o l o g i c b a s i s f o r c r e a t i n g each u n i t ? 

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

(Pause.) 

EXAMINER STOGNER: I n t h a t case I have no f u r t h e r 

q u e s t i o n s . 

MR. STOVALL: I've got a couple more q u e s t i o n s . 

Q. (By Mr. S t o v a l l ) Just out of c u r i o s i t y how long 

have you been t r y i n g t o get these u n i t s t o g e t h e r ? 

MR. VANDIVER: I t h i n k the g e o l o g i s t would be b e t t e r 

t o answer t h a t q u e s t i o n . 

MR. STOVALL: I'm concerned p a r t i c u l a r l y about the 

land and r e g u l a t o r y aspect of t h a t e f f o r t , not the 

g e o l o g i c . We're now down t o a 21 days from a lease 

e x p i r a t i o n . Sounds l i k e you got a l o t of s t u f f you need to 

get done i n 21 days. I ' d l i k e t o know how we got t o t h i s 

p o i n t . 

A. We've been working on i t p r e t t y hard f o r about 

t h r e e months. The s i z e of these t h i n g s and the c o m p l e x i t y 

of the ownership has j u s t taken a long time to get i t done. 

Q. (By Mr. S t o v a l l ) What about commitment 

r a t i f i c a t i o n of the v a r i o u s i n t e r e s t s ; what's the s t a t u s 

and l i k e l i h o o d of g e t t i n g t h a t done w i t h i n the next 21 

day s ? 

HUNNICUTT REPOPTTNC 
(505) 982-9770 



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 

27 

A. W e l l , the -- t h e r e ' s not t h a t many o u t s i d e 

companies. There's q u i t e a few fee m i n e r a l owners i n v o l v e d 

i n these t h i n g s , and we are p r o b a b l y going to get 

r a t i f i c a t i o n s from q u i t e a few of them. We don't know 

e x a c t l y how many. I can make a l l e f f o r t s I need t o --

we've got addresses f o r a l l these people. I've got 

telephone numbers. I can get a l l the loose ends t i e d up 

here i n the amount of time I have l e f t we f e e l . 

Q. Have you had any i n d i c a t i o n on the p a r t of any 

of the fee owners t h a t they are u n w i l l i n g t o p a r t i c i p a t e ? 

A. We've had a couple of responses from them 

i n d i c a t i n g t h a t they were not wa n t i n g t o commit t h e i r fee 

m i n e r a l s t o the u n i t s . 

Q. What happens i f i t gets down towards the end of 

the month and you haven't got the commitments on the d o t t e d 

l i n e ; what's the s t a t u s of your p r o j e c t a t t h a t p o i n t ? 

A. I t ' s our b e l i e f t h a t we have enough of the --

what i s under l e a s e , committed, which i s our b e l i e f 

somewhere between 80 and 85 percent of the people t h a t are 

leased have committed t o t h i s u n i t . And t h a t i s our 

u n d e r s t a n d i n g of the way these u n i t s should be worked. 

That p r o b a b l y most of these unleased fee m i n e r a l owners 

w i l l not be w i l l i n g t o commit t h e i r m i n e r a l s t o the u n i t , 

but we f e e l we can proceed on w i t h o u t t h a t commitment. 

Q. How w i l l you t r e a t those fee owners, as a 
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l a n d -- from the lan d p e r c e p t i v e p a r t i c i p a t i o n ? 

A. They would not be s u b j e c t to the u n i t i n my 

b e l i e f . I s t h a t c o r r e c t , David? 

Q. I t ' s your u n d e r s t a n d i n g t h e i r r o y a l t y i n t e r e s t 

w i l l be t r e a t e d as a t r a c t r o y a l t y i n t e r e s t r a t h e r than a 

u n i t -- p a r t i c i p a t i n g u n i t ? 

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

MR. VANDIVER: I f they don't j o i n the u n i t , then 

t h e y ' r e not s u b j e c t t o the u n i t . Just because t h e i r 

i n t e r e s t i s w i t h i n the u n i t boundaries t h e y ' r e not s u b j e c t 

at a l l t o the u n i t i f t h e y ' r e not j o i n e d . I f they do j o i n , 

p r o d u c t i o n i s -- costs of p r o d u c t i o n are shared on the 

basi s of p a r t i c i p a t i n g areas e s t a b l i s h e d by the procedures 

set f o r t h i n the u n i t ; and i t ' s a d i v i d e d - i n t e r e s t - t y p e 

u n i t so i t wouldn't be spread as a s t a t e u n i t would anyway. 

I t ' s not spread t h r o u g h o u t the e n t i r e area. I t ' s j u s t --

Q. (By Mr. S t o v a l l ) Are a l l the fee i n t e r e s t s 

under lease? I n oth e r words, when we're t a l k i n g about fee 

i n t e r e s t s , are we t a l k i n g about j u s t a r o y a l t y i n t e r e s t , 

which i s not a c o s t - b e a r i n g i n t e r e s t ? 

A. As a matter of f a c t most of them are not under 

lease . 

Q. I s t h a t r i g h t ? 

A. Yes. 

Q. There i s a working i n t e r e s t element of the fee 
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m i n e r a l s t h a t you're t a l k i n g about? Assuming t h a t a fee 

i n t e r e s t i s somewhere between a r o y a l t y and a working 

i n t e r e s t , t h e r e i s no committed lease i n t e r e s t t h a t i s 

owned by the fee owners; i s t h a t c o r r e c t ? 

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

Q. So I guess my q u e s t i o n , addressing 

Mr. Vandiver's statement t h a t -- w i t h r espect t o the 

a l l o c a t i o n c o s t s , those fee owners c o u l d be r e s p o n s i b l e f o r 

some costs? 

MR. VANDIVER: I f they commit t o the u n i t , yes. 

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

EXAMINER STOGNER: Any ot h e r q u e s t i o n s of Mr. Bul l o c k ? 

MR. VANDIVER: I have one, Mr. Examiner. 

REDIRECT EXAMINATION 

BY MR. VANDIVER: 

Q. With regard t o the p e r i o d of time t h a t you have 

been i n v o l v e d i n p u t t i n g t h i s u n i t t o g e t h e r , i s i t not t r u e 

t h a t p r e l i m i n a r i l y the geology i s worked up be f o r e the land 

i s wo r k ed up? 

A. Yes, t h a t ' s r i g h t . 

Q. And you need t o have an i n d i c a t i o n t h a t -- from 

the Bureau of Land Management t h a t a p p r o val i s p o s s i b l e 

b e f o r e you commence work on t h a t ; i s t h a t not c o r r e c t ? 

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

Q. So geology was working on t h i s b e f o r e you? 
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A. Oh, yeah. 

MR. VANDIVER: That's a l l I have. 

EXAMINER STOGNER: I t h e r e a n y t h i n g f u r t h e r of 

Mr. B u l l o c k ? I f n o t , he may be excused. 

DENISE FLY, 

the Witness h e r e i n , having been f i r s t d u l y sworn by the 

Notary 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 : 

DIRECT EXAMINATION 

BY MR. VANDIVER: 

Q. Miss F l y , please s t a t e your name and by whom you 

are employed and i n what c a p a c i t y ? 

A. I'm Denise F l y . I'm a g e o l o g i s t employed by 

Yates Petroleum C o r p o r a t i o n . 

Q. And you p r e v i o u s l y t e s t i f i e d t h i s morning i n 

another case and had your q u a l i f i c a t i o n s as a petroleum 

g e o l o g i s t accepted? 

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

Q. Are you f a m i l i a r w i t h the -- have you made a 

study of the a v a i l a b l e g e o l o g i c a l data w i t h regard t o the 

Cowboy Draw, S a l t Creek and Blackwater U n i t s which are the 

s u b j e c t of Yates's a p p l i c a t i o n i n Cases 10223, 10224 and 

10225? 

A. Yes, s i r , I have. 

Q. Are you f a m i l i a r w i t h the g e o l o g i c a l b a s i s f o r 

the f o r m a t i o n of those proposed u n i t s ? 
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A. Yes. 

MR. VANDIVER: Mr. Examiner, I tender M i <: s F l y a s 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 STOGNER: Miss F l y i s so q u a l i f i e d . 

Q. (By Mr. Vandiver) Miss F l y , i f you c o u l d , 

please summarize f o r the examiner v e r y b r i e f l y the 

g e o l o g i c a l f a c t o r s which d i c t a t e the f o r m a t i o n of these 

t h r e e u n i t s ? 

A. W e l l , what we're t r y i n g t o do i s j u s t e x p l o r e 

the westernmost f a c i e s of the Pecos Slope Abo, and we have 

worked w i t h the BLM i n t r y i n g t o p o s i t i o n the w e l l s i n a 

advantageous p o s i t i o n w i t h respect t o the no r t h e a s t w a r d 

t r e n d i n g b u c k l e s . 

Q. So the p r i n c i p a l -- p r i m a r y f o r m a t i o n you are 

seeking t o t e s t i n a l l these u n i t s i s , of course, the Abo 

fo r m a t i o n ? 

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

Q. I f I could ask you t o r e f e r t o what's been 

marked f o r i d e n t i f i c a t i o n as A p p l i c a n t ' s E x h i b i t 5 i n Case 

No. 10223 and ask you t o d e s c r i b e what's c o n t a i n e d i n t h a t 

e x h i b i t . 

A. Can I work w i t h E x h i b i t s 5 and 6 t o g e t h e r ? 

Q. Yes. 

A. E x h i b i t 5 i s a t e c t o n i c f a c i e s map of the Pecos 

Slope area. I t ' s a r e g i o n a l map showing the main Pecos 

HUNNICUTT REPORTING 
(505) 982-9770 



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 

32 

Slope i n b l u e , the West Pecos Slope i n red, and the 

p r o j e c t e d -- what we c a l l West of West Abo f a c i e s i n 

y e l l o w . Our t h r e e proposed u n i t s are o u t l i n e d i n blue and 

th e r e i s a cross s e c t i o n from B t o B prime r u n n i n g from the 

west t o the eas t . 

And then E x h i b i t 6 i s a r e g i o n a l cross s e c t i o n , 

s t r a t i g r a p h i c cross s e c t i o n c o r r e s p o n d i n g w i t h the 

p r e v i o u s l y t e c t o n i c map. The West of West -- excuse me --

the main Pecos Slope f a c i e s are i n b l u e . The West of West 

are red -- the West Pecos Slope are i n re d , and the West of 

West channel f a c i e s are i n y e l l o w . 

Q. When you r e f e r t o West of West, you're r e f e r r i n g 

t o the area encompassed by a l l t h r e e of these proposed 

u n i t s ? 

A. R i g h t . 

Q. Go ahead. 

A. I ' d l i k e t o speak of these i n s t e a d of the th r e e 

u n i t s -- b r e a k i n g them a p a r t r i g h t now, I would l i k e t o 

t r y t o e x p l a i n the r e g i o n a l geology since i t ' s v e r y s i m i l a r 

f o r a l l t h r e e u n i t s . 

Using E x h i b i t s 5 and 6 the Abo f o r m u l a t i o n , 

which i s Permian Leonard i n age i n the Pecos Country was 

de p o s i t e d as a f l u v i a l c l a s s i c wedge on the n o r t h w e s t e r n 

l i m i t s of the s t a b l e Northwestern S h e l f . The 

s i 1 i c i c 1 a s t i c s d e r i v e d from the Pedernal U p l i f t were 
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d e p o s i t e d downslope by f l u v i a l processes as a response to a 

drop i n the main sea l e v e l . E x h i b i t 6 shows t h a t as the 

sea began i t s encroachment from the e a s t , the main 

d e p o s i t i o n a l c e nter f o r the meandering channel f a c i e s moved 

l a t e r a l l y t o the west from the pr e s e n t day l o c a t i o n of the 

Pecos Slope t o the West Pecos Slope f i e l d and on toward the 

West of West area. The westward movement of f l u v i a l 

processes c o n t i n u e d i n e a r l y Yeso time as i n d i c a t e d by the 

f a c i e s c l i m b i n g h i g h e r s t r a t i g r a p h i c a 1 l y t o the west. 

U l t i m a t e l y the e n t i r e c l a s t i c i n t e r v a l wedged out a g a i n s t 

the b u r i e d Pedernal U p l i f t . 

P r o d u c t i o n i n the Abo f o r m a t i o n from the Pecos 

Slope and West Pecos Slope occurs from the d i s t a l end of 

each r e s p e c t i v e c l a s t i c wedge on the lower reaches of the 

meandering channel system. On the upper reaches of each 

system, as the o v e r a l l d e p o s i t i o n a l slope i n c r e a s e s , the 

channels change i n t o a b r a i d e d channel sequence. These 

b r a i d e d channels are almost always water p r o d u c t i v e . 

The d a t a , however, s t r o n g l y suggests a l a r g e r 

more r e g i o n a l t r a p p i n g mechanism than s t r a t i g r a p h y alone. 

Bottomhole pressures are subnormal and co n s t a n t throughout 

the Pecos Slope and West Pecos Slope, even though depths 

va r y as much as 2,000 f e e t . This i n d i c a t e s t h a t t e c t o n i c 

induced f r a c t u r i n g may al s o be r e s p o n s i b l e f o r the l a r g e 

accommodation of gas. The most s i g n i f i c a n t s t r u c t u r a l 
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f e a t u r e s as seen i n E x h i b i t 5 are a s e r i e s of l o n g , narrow 

n o r t h e a s t - t r e n d i n g b u c k l e s , named: Serrano, Border, Six 

M i l e and Y-O. As d e s c r i b e d by K e l l e y , 1971, "the buckles 

are r i g h t - w r e n c h f o l d f a u l t s which are undoubtedly 

Precambrian r o o t e d and show evidence of a c t i v i t y at l e a s t 

as o l d as Permian." I n a d d i t i o n t o the buckles d e s c r i b e d 

by K e l l e y , t h e r e are numerous s m a l l e r p a r a l l e l f a u l t s t h a t 

e x h i b i t r i g h t - l a t e r a l movement. P r o d u c t i o n i n the Pecos 

Slope and West Pecos Slope c o i n c i d e w i t h these s t r u c t u r a l 

f e a t u r e s and i t i s b e l i e v e d they c o n t r i b u t e t o the 

a c c u m u l a t i o n of gas i n the Pecos Slope area. 

Q. Would you -- do you have a n y t h i n g f u r t h e r w i t h 

regard t o E x h i b i t s 5 and 6 or w i l l you r e f e r back t o them? 

A. I t h i n k t h a t ' s i t r i g h t now. I t ' s j u s t k i n d of 

to i n t r o d u c e the o v e r a l l s e t t i n g . 

Q. Now, would you l i k e t o t u r n t o what's been 

marked f o r i d e n t i f i c a t i o n as A p p l i c a n t ' s E x h i b i t s 7 and 8 

or j u s t --

A. I ' d l i k e t o t a l k about both of those t o g e t h e r . 

Q. 7 and 8 i n Case No. 10223. 

A. To e x p l a i n the r e g i o n a l -- I mean the l o c a l 

geology. F i r s t , I w i l l go over the legend i n E x h i b i t 7. 

The s o l i d contour l i n e s are based on a t o t a l i n t e n s i t y 

aeromagnetic map, which are contoured i n 50 gammas. This 

data was brought t o our purchase buyer company through the 
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N a t i o n a l Uranium Resource E v a l u a t i o n . The p e r f o r a t e d 

l i n e s , small p e r f o r a t e d l i n e s , are s t r u c t u r e top --

s t r u c t u r e contour l i n e s on top of the Abo f o r m a t i o n i n 

50 - f o o t increments. And the l a r g e p r o g r a d i n g from y e l l o w 

t o orange t o a darker orange i s the isopach map of the West 

of West Abo f a c i e s i n 100-foot contours w i t h the oute r 

l i m i t being a 100-foot c o n t o u r , the next one 200 and the 

upper one 300. There i s a l s o a cross s e c t i o n r u n n i n g 

n o r t h - s o u t h marked on t h i s map, and the proposed l o c a t i o n s 

are c i r c l e d and h i g h l i g h t e d i n red. 

The proposed u n i t o u t l i n e s are i n the l a r g e r 

p e r f o r a t e d areas, and t h e y ' r e h i g h l i g h t e d green. The l a r g e 

red area t o the r i g h t i s the West Pecos Slope f i e l d , not 

the f a c i e s . And the s t r u c t u r a l buckles are h i g h l i g h t e d by 

a s l a n t e d p e r f o r a t e d l i n e and a l s o l a b e l e d . 

Then E x h i b i t 8 I w i l l run t h r o u g h . This i s a 

s t r u c t u r a l cross s e c t i o n r u n n i ng n o r t h - s o u t h w i t h a small 

map i n the bottom r i g h t - h a n d corner here showing t h i s w i t h 

the proposed l o c a t i o n s worked i n and a l s o the Serrano and 

Border buckle along w i t h a small p a r a l l e l f a u l t t h a t I 

found w h i l e doing my c o n t o u r i n g . The West of West Abo 

channel f a c i e s h i g h l i g h t e d i n y e l l o w w i t h the West Pecos 

Slope f a c i e s i s h i g h l i g h t e d i n red. 

I would l i k e t o e l a b o r a t e on these two j u s t a 

l i t t l e b i t . The proposed West of West Abo u n i t s , Cowboy 
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Draw, S a l t Creek and Blackwater, were i n i t i a t e d t o t e s t the 

on l y s i g n i f i c a n t sandstone d e p o s i t i o n west of the West 

Pecos Slope f i e l d . These u n i t s w i l l t e s t the lowermost 

reaches of the meandering channel f a c i e s s t r a t i g r a p h i c a 1 1 y 

h i g h e r than the p r o d u c t i v e West Pecos Slope f a c i e s . The 

West of West f a c i e s i s b e l i e v e d t o be e a r l y Yeso i n age. 

S t r u c t u r a l l y the u n i t s are s i t u a t e d i n close 

p r o x i m i t y t o the Serrano buckle and the Border b u c k l e . 

These two f a u l t s are i n a s e r i e s of p a r a l l e l 

r i g h t - 1 atera1-wrenched f a u l t s . The f a u l t s p r o b a b l y induced 

a system of t e c t o n i c f r a c t u r e s t h a t helped d e f i n e the 

t r a p p i n g mechanism. Since w e l l c o n t r o l i n the u n i t area i s 

sparse, the magnetic map i n d i c a t i n g basement topography was 

used t o c o n s t r u c t the Abo s t r u c t u r e map where data was 

not -- where I had no c o n t r o l i n t h a t area. 

The Abo s t r u c t u r e c l o s e l y mimics the basement 

s t r u c t u r e . The magnetic map al s o p r o v i d e s evidence t h a t 

the wrench f a u l t s are ro u t e d i n the Precambrian. I n 

a d d i t i o n t o a i d i n g the entrapment of gas, the f a u l t s may 

have a l s o p r o v i d e d a c o n d u i t f o r the m i g r a t i o n of gas. The 

Abo being a c o n t i n e n t redbed sequence, gas was o b v i o u s l y 

generated elsewhere, p o s s i b l y i n the u n d e r l y i n g 

Wolfcampian-Pennsylvanian f o r m a t i o n s . S t r u c t u r a l cross 

s e c t i o n A t o A prime gives credence t h a t s u i t a b l e source 

sediments u n d e r l i e the u n i t areas. The 
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Wolfcampian-Pennsylvanian sediments t r e n d t o the west and 

e v e n t u a l l y t e r m i n a t e a g a i n s t the Pedernal U p l i f t - rruirh l i k e 

the Abo. 

Q. A n y t h i n g f u r t h e r i n regard t o those e x h i b i t s ? 

A. Not a t t h i s moment. 

Q. What i s the s i g n i f i c a n c e of the f a u l t s i n 

r e l a t i o n t o the t h r e e u n i t s ? 

A. We f e e l l i k e they p l a y a r o l e i n f r a c t u r i n g and 

h e l p i n g the m i g r a t i o n of gas. 

Q. Are your proposed w e l l s l o c a t e d near the f a u l t s ? 

A. Yes, we've t r i e d -- i n working w i t h BLM we have 

t r i e d t o p o s i t i o n the l o c a t i o n s of the w e l l s where we would 

t e s t n o r t h of the Serrano b u c k l e , south of the Serrano 

b u c k l e , n o r t h of the Border buckle and south of the Border 

buck 1e. 

Q. Has t h a t been your experience i n w e l l s d r i l l e d 

i n the Pecos Slope and West Pecos Slope, t h a t the b e t t e r 

w e l l s are d r i l l e d near the f a u l t s ? 

A. Yes. A l o t of times these s m a l l e r f a u l t s are 

not seen u n t i l the w e l l i s d r i l l e d and you have more 

c o n t r o l . These are su r f a c e -- these l a r g e r ones are 

su r f a c e f a u l t s t h a t have been mapped. 

Q. Now, i f I could -- i f we co u l d t u r n t o the 

Cowboy Draw U n i t , and i f I could ask you do d e s c r i b e the 

reasoning f o r the f o r m a t i o n of the u n i t and the l o c a t i o n of 
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the i n i t i a l w e l l and your o b j e c t i v e s w i t h regard to t h a t 

u n i t? 

A. W e l l , the pr i m a r y 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 Cowboy Draw i s t o e s t a b l i s h new 

p r o d u c t i o n from the Abo f o r m a t i o n n o r t h of the Serrano 

buckle a t a p p r o x i m a t e l y 2400 f e e t . The i n i t i a l t e s t w e l l 

l o c a t i o n i s t o be 990 f rom the south and 1980 from the east 

of S e c t i o n 4, Township 5 South, Range 20 East w i t h 

p r o j e c t e d t o t a l depth of 2800 f e e t . 

Would you l i k e f o r me t o t a l k about the geology 

of t h i s r i g h t now? 

Q. Yes. 

A. The proposed Cowboy Draw U n i t i s s i t u a t e d i n the 

n o r t h e r n p o r t i o n of the West of West Abo f a c i e s . I t i s 

p o s i t i o n e d t o t e s t the Abo f o r m a t i o n t o the n o r t h of the 

Serrano buckle and southwest of the Esperanza XP Fed No. 2 

l o c a t e d i n S e c t i o n 26 of Township 4 South, Range 20 East. 

The Esperanza w e l l has good channel sand development w i t h 

net sands a t 70 f e e t . These sands are t a b u l a t e d o f f the 

gamma ray l o g from the rea d i n g of l e s s than 70 API u n i t s . 

Water was encountered d u r i n g c o m p l e t i o n of t h i s w e l l , 

l i m i t i n g the p r o d u c t i o n to 170 MCF gas per day. The 

Esperanza XP Fed No. 2 proves t h a t the West of West Abo 

f a c i e s i s w e l l developed w i t h i n the Cowboy Draw U n i t , and 

t h a t f u t u r e e x p l o r a t i o n i s needed t o e v a l u a t e t h i s 
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r e s e r v o i r. 

Q. From your review of the s t r a t a w i t h regard to 

the Cowboy Draw U n i t , what c o n c l u s i o n s have you drawn? 

A. I f e e l t h a t the proposed Cowboy Draw U n i t i s 

s i t u a t e d t o t e s t f l u v i a l channels i n the n o r t h e r n p o r t i o n 

of the West of West Abo f a c i e s . Yates Petroleum proposes 

to d r i l l the t e s t w e l l i n the Cowboy Draw U n i t t o the n o r t h 

of the Serrano buckle and west of the Abo p r o d u c t i o n i n the 

West Pecos Slope f i e l d . The e x t a n t data p r o v i d e s adequate 

j u s t i f i c a t i o n f o r the f o r m a t i o n of an e x p l o r a t i o n area as 

o u t l i n e d by the Cowboy Draw U n i t . 

Q. Now moving from the n o r t h e r l y most u n i t , which 

i s the Cowboy Draw, i f we could t u r n t o the S a l t Creek 

U n i t , which i s the middle u n i t i n the West of West area, 

and i f I could ask what your p r i m a r y o b j e c t i v e s are and the 

ba s i s f o r the u n i t o u t l i n e and l o c a t i o n of your i n i t i a l 

t e s t we 11? 

A. The p r i m a r y o b j e c t i v e of the t e s t w e l l s w i t h i n 

the proposed S a l t Creek U n i t i s t o e s t a b l i s h new p r o d u c t i o n 

i n the Abo f o r m a t i o n south of the Serrano buckle a t 

a p p r o x i m a t e l y 2,350 f e e t and n o r t h of the Border buckle at 

a p p r o x i m a t e l y 2600 f e e t . The i n i t i a l t e s t w e l l l o c a t i o n s 

are 1980 from the south and 1980 from the west of Se c t i o n 

21, Township 6 South, Range 21 East, and 1980 from the 

n o r t h and 1980 from the east lease of S e c t i o n 1, Township 8 
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South, Range 21 East, w i t h p r o j e c t e d t o t a l depths of 3100 

f e e t f o r each. 

Q. Now, i f you could address the geology i n the 

area of t h i s -- of the S a l t Creek U n i t . 

A. A l l r i g h t . The proposed S a l t Creek U n i t i s 

s i t u a t e d i n a c e n t r a l p o r t i o n of the West of West Abo 

f a c i e s . I t i s p o s i t i o n e d t o t e s t the Abo f o r m a t i o n south 

of the Serrano buckle and n o r t h of the Border b u c k l e . The 

n o r t h e r n proposed t e s t w i l l be d r i l l e d south of the Serrano 

buckle i n an u n t e s t e d area. The c l o s e s t Abo p r o d u c t i o n i s 

f i v e m i l e s t o the east i n the West Pecos Slope f i e l d . The 

southern proposed t e s t w e l l t o be d r i l l e d i n the S a l t Creek 

U n i t w i l l be l o c a t e d n o r t h of the Border buckle and 

a p p r o x i m a t e l y t h r e e m i l e s t o the northwest of the Rock 

House VF State No. 1, l o c a t e d i n S e c t i o n 16 of Township 8 

south , Range 22 East. 

The Rock House w e l l has f a i r channel sands 

developed w i t h net sands a t 24 f e e t . These sands were 

t a b u l a t e d o f f the gamma ray l o g from a re a d i n g of l e s s than 

70 API u n i t s . This low net sand package l i m i t e d the 

p r o d u c t i o n of the Rock House t o 170 MCF of gas per day. 

This w e l l f a l l s i n the western l i m i t s of the West Pecos 

Slope f a c i e s and on the e a s t e r n edge of the West of West 

Abo f a c i e s . The Rock House VF State No. 1 proves t h a t the 

West of West Abo i s developed w i t h i n the S a l t Creek U n i t 
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and t h a t f u r t h e r e x p l o r a t i o n i s needed t o e v a l u a t e t h i s 

r e s e r v o i r . 

Q . Based upon your review of t h i s d a t a , what 

c o n c l u s i o n s have you drawn from your study of the proposed 

S a l t Creek U n i t area? 

A. The proposed S a l t Creek U n i t i s s i t u a t e d t o t e s t 

the f l u v i a l channel i n the c e n t r a l p o r t i o n of t h i s West of 

West Abo f a c i e s . Yates Petroleum proposes t o d r i l l two 

w e l l s i n the S a l t Creek U n i t ; the f i r s t l o c a t e d t o the 

south of the Serrano buckle and the second t o the n o r t h of 

the Border b u c k l e . Both of these l o c a t i o n s are west Abo 

p r o d u c t i o n i n the West Pecos Slope f i e l d , and the e x t a n t 

data proves adequate j u s t i f i c a t i o n f o r the f o r m a t i o n of an 

e x p l o r a t i o n area as o u t l i n e d by the S a l t Creek U n i t . 

Q. Now, i f I could t u r n your a t t e n t i o n t o the 

Blackwater U n i t , which i s the southern most of the th r e e 

u n i t s , and ask you t o i d e n t i f y your p r i m a r y o b j e c t i v e s w i t h 

regard t o f o r m a t i o n of t h a t u n i t ? 

A. The p r i m a r y 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 Blackwater U n i t i s t o e s t a b l i s h new p r o d u c t i o n 

from the Abo f o r m a t i o n south of the Border buckle at 

a p p r o x i m a t e l y 2,650 f e e t . The i n i t i a l t e s t w e l l l o c a t i o n 

i s 660 f e e t from the n o r t h l i n e and 660 f e e t from the west 

l i n e of S e c t i o n 19, Township 9 South, Range 22 East w i t h 

the p r o j e c t e d t o t a l depth of 3,050 f e e t . 
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Q. I f you could address the geology w i t h t h i s 

proposed u n i t . 

A. The proposed Blackwater U n i t i s s i t u a t e d i n the 

southern p o r t i o n of the West of West Abo f a c i e s . This 

p o s i t i o n i s t o t e s t the Abo f o r m a t i o n south of the Border 

buckle and northwest of the Corn Fed No. 1 l o c a t e d i n 

Se c t i o n 33, Township 9 South, Range 22 East. The Corn w e l l 

has f a i r channel sand development, w i t h net sands at 34 

f e e t . These sands were t a b u l a t e d o f f the gamma ray l o g 

from a r e a d i n g l e s s than 70 API u n i t . This w e l l was not 

t e s t e d by Mesa Petroleum, y e t gas e f f e c t and sands are seen 

on the d e n s i t y n e u t r o n l o g i n the Abo f o r m a t i o n . This 

shows t h a t the Corn w e l l proves t h a t the West of West Abo 

f a c i e s i s developed w i t h i n the Blackwater U n i t and t h a t 

f u r t h e r e x p l o r a t i o n i s needed t o e v a l u a t e t h i s r e s e r v o i r . 

Q. What c o n c l u s i o n s have you drawn w i t h regard to 

your study of the proposed Blackwater U n i t ? 

A. The proposed Blackwater U n i t i s s i t u a t e d to t e s t 

the f l u v i a l channels i n the southern p o r t i o n of the West of 

West Abo f a c i e s . Yates Petroleum proposes to d r i l l the 

t e s t w e l l i n Blackwater U n i t t o the south of the Border 

buckle and west of the Abo p r o d u c t i o n i n the West Pecos 

Slope f i e l d . The e x t a n t data proves adequate j u s t i f i c a t i o n 

f o r the f o r m a t i o n of an e x p l o r a t i o n area as o u t l i n e d by the 

Blackwater U n i t . 
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Q. Now, some of the w e l l s t o which you have made 

r e f e r e n c e i n the cross s e c t i o n , E x h i b i t 8 and i n E x h i b i t 7, 

are s o r t of the on the p e r i p h e r y but w i t h i n the boundaries 

of the proposed u n i t s , are they not? 

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

Q. And some of them were d r y holes and some were 

completed and have been shut i n ever since and t h e r e has 

been no p r o d u c t i o n h i s t o r y ? 

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

Q. I n your o p i n i o n , w i l l the ap p r o v a l of these 

t h r e e u n i t s enable the p a r t i e s t o the u n i t agreement and 

the owners of unleased m i n e r a l s t o more e f f i c i e n t l y and 

a f f e c t i v e l y e x p l o r e f o r and develop the u n i t areas? 

A. Yes. 

Q. And i n your o p i n i o n w i l l a p p r o v a l of these u n i t 

agreements be i n the 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 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. 

Q. When d i d you commence working on f o r m a t i o n of 

these u n i t agreements? 

A. I s t a r t e d g a t h e r i n g the data about a year ago 

t r y i n g t o f i n d whatever I could i n t h i s area; d i d a seismic 

search; looked f o r the magnetic c o n t r o l t h a t I could f i n d . 

By the summer I had accumulated q u i t e a b i t , and I t h i n k 
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our f i r s t meeting w i t h BLM was i n September or October of 

1990 . 

Q. How many times have you met w i t h the BLM? 

A. I have met w i t h them t h r e e times i n Roswell. 

Q. And based on your c o n v e r s a t i o n s w i t h them they 

have i n d i c a t e d t h a t the lands d e s i g n a t e d and the l o c a t i o n s 

of the proposed w e l l s are at t h i s p o i n t p r o b a b l y acceptable 

to them? 

A. Yes, I've worked c l o s e l y w i t h them and a Mr. Joe 

Lara spoke w i t h L e s l i e Bents at Yates Petroleum and gave 

her a v e r b a l okay of these u n i t s . 

MR. VANDIVER: Mr. Examiner, I would move admission of 

Yates E x h i b i t s 5, 6, 7 and 8 i n Case No. 10223. I b e l i e v e 

t h a t concludes my examin a t i o n of t h i s w i t n e s s . 

EXAMINER STOGNER: E x h i b i t s 5 through 8 w i l l be 

a d m i t t e d i n these c o n s o l i d a t e d cases. 

(Yates E x h i b i t s 5 through 8 were 

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

MR. STOVALL: Mr. Examiner, I t h i n k -- l e t me address 

t h a t . For the r e c o r d , these have been marked i n 10223. 

MR. VANDIVER: Yes, s i r . 

MR. STOVALL: Are you going t o ask t h a t be --

MR. VANDIVER: Yes, s i r . 

MR. STOVALL: -- i n c o r p o r a t e d as p a r t of the record? 

MR. VANDIVER: Yes, s i r . 
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MR. STOVALL: You're a n t i c i p a t i n g my q u e s t i o n , 

Mr. Vandiver. I hope the c o u r t r e p o r t e r d i d . 

MR. STOVALL: I have another p r e l i m i n a r y q u e s t i o n . 

EXAMINATION 

BY MR. STOVALL: 

Q. Miss F l y , i t appears t h a t you are u s i n g 

e s s e n t i a l l y some prepared notes i n t e s t i m o n y t o t e s t i f y i n 

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

A. Yes. 

Q. Would you have any o b j e c t i o n t o p e r m i t t i n g those 

be copied and a v a i l a b l e f o r the c o u r t r e p o r t e r ? I t h i n k 

t h a t might help her. 

A. That's f i n e . I have an e x t r a copy. 

MR. VANDIVER: We have a copy f o r her. 

MR. STOVALL: Also f o r the case f i l e . 

MR. VANDIVER: Be happy t o . 

EXAMINER STOGNER: I j u s t have a couple f o l l o w u p 

que s t i ons. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Your meetings w i t h BLM, you say s t a r t e d around 

September or October? 

A. Yes. 

Q. Again, who or when was t h i s suggested t h a t t h i s 

area, West by West -- i n f a c t , even i n E x h i b i t s 5 and 6 
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s t a t e t h a t the West of West U n i t area. When was t h i s 

suggested t h a t bust these up i n t o t h r e e u n i t s ? 

A. At the i n i t i a l meeting. 

Q. Who made t h a t suggestion? 

A. Armando Lopez -- Lopez I t h i n k was h i s l a s t 

name; i s t h a t c o r r e c t ? -- was t h e r e and Joe Lara was 

t h e r e , and t h e r e was another man present t h a t I'm not sure 

of what h i s name was. 

MR. VANDIVER: J e r r y Dutchoven? 

THE WITNESS: J e r r y was not present a t t h a t one. 

Q. (By Examiner Stogner) Again, what was the 

reasoning t h a t Armando Lopez suggested t h a t you bust them 

up? 

A. We thought p o s s i b l y we could form one l a r g e u n i t 

since they were a l l the same r e g i o n a l geology, and p o s s i b l y 

have what they c a l l a development c o n t r a c t . But t h a t was 

not a p p l i c a b l e i n t h i s c i r c u m s t a n c e , and so he recommended 

t h a t we p o s s i b l y t r y t o make them up i n t o t h r e e u n i t s t h a t 

would -- w i t h us working t o g e t h e r , we decided t o break them 

up i n t o t h r e e u n i t s t h a t would p l a y around these major 

f e a t u r e s t h a t we see here, since we have no c o n t r o l t o 

r e a l l y work o f f o f . We're working o f f the s t r u c t u r a l 

f e a t u r e s . 

Q. You had two subsequent meetings w i t h the BLM? 

A. Yes. The i n i t i a l meeting I presented them w i t h 
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t h i s r e g i o n a l t e c t o n i c map and t h i s r e g i o n a l cross s e c t i o n . 

Q. E x h i b i t s 5 and 6? 

A. Yes. But the u n i t s were not on th e r e a t t h a t 

t i m e . J u s t t o t r y t o e x p l a i n the r e g i o n a l geology and k i n d 

of t a l k over how we could go about t h i s , f o r m i n g these 

u n i t s . 

Q. And then the second and t h i r d meeting? 

A. The second meeting was i n December, and I had 

p o s s i b l y some of t h i s map done, asking them -- w i t h the 

u n i t s o u t l i n e d , a s k ing them i f we were on the r i g h t t r a c k , 

t a l k i n g t o them about the w e l l s t h a t f a l l w i t h i n the 

proposed u n i t s , and k i n d of j u s t t r y i n g t o get some 

feedback i f we were working on the r i g h t wave l e n g t h . 

Q. You are r e f e r r i n g t o the map as E x h i b i t 7? 

A. E x h i b i t 7, t h a t ' s r i g h t . And i t was decided --

l e t ' s see. I t h i n k t h e r e was another meeting e a r l y p a r t of 

January then. I t was decided a t t h a t p o i n t t h e r e was not 

enough c o n t r o l t o map the i n d i v i d u a l sand bodies to put a 

l i m i t on the boundaries f o r the u n i t s . There i s not j u s t 

enough c o n t r o l t h e r e . 

EXAMINER STOGNER: Are th e r e any ot h e r q u e s t i o n s of 

t h i s w itness? 

MR. STOVALL: None f o r me. 

EXAMINER STOGNER: I f n o t , Miss F l y may be excused. 

Mr. Vandiver, do you have any f u r t h e r i n these 
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cases? 

MR. VANDIVER: How many copies of her notes would you 

l i k e ? 

MR. STOVALL: One f o r the f i l e and one f o r the 

r e p o r t e r . 

MR. VANDIVER: One f o r each f i l e ? I've got enough I 

t h i n k . 

EXAMINER STOGNER: I f t h e r e i s n o t h i n g e l s e f u r t h e r i n 

any of these cases, a l l t h r e e of cases s t a r t i n g w i t h 223, 

224 and 225 w i l l be taken under advisement. 

Let's take another 10-minute recess. 

(At 11:10 a.m. a recess was taken.) 

EXAMINER STOGNER: This h e a r i n g w i l l come t o or d e r . 

We have a request t o reopen the cases -- Yates 

cases p r e v i o u s l y heard. Mr. S t o v a l l . 

MR. STOVALL: Mr. Examiner, Mr. P a t t e r s o n from Yates 

Petroleum advised me t h e r e may have been some a m b i g u i t y 

about some t e s t i m o n y t h a t was e n t e r e d , and I t h i n k 

Mr. Vandiver would l i k e t o c a l l Mr. P a t t e r s o n t o c l a r i f y 

some d i s c u s s i o n . 

MR. VANDIVER: Yes, s i r , w i t h your i n d u l g e n c e , 

Mr. Examine r. 

EXAMINER STOGNER: Mr. P a t t e r s o n , i f you w i l l please, 

r a i s e your r i g h t hand and be sworn. 

(Whereupon the w i t n e s s was d u l y 
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swo r n . ) 

EXAMINER STOGNER: Mr. Vandiver. 

RANDY PATTERSON, 

the Witness h e r e i n , having been f i r s t d u l y sworn, 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. P a t t e r s o n , you're l a n d manager f o r Yates 

Petroleum C o r p o r a t i o n ? 

MR. STOVALL: I d i d n ' t get the name i n the r e c o r d . 

MR. VANDIVER: Excuse me. 

Q. (By Mr. Vandiver) State your name, your 

o c c u p a t i o n and by whom you are employed, please? 

A. I'm Randy P a t t e r s o n . I'm lan d manager f o r Yates 

Petroleum C o r p o r a t i o n , A r t e s i a , New Mexico. 

Q. Mr. P a t t e r s o n , t h e r e was p r e v i o u s t e s t i m o n y i n 

Cases 10223, 10224 and 10225 on the t h r e e u n i t s r e g a r d i n g 

c o n v e r s a t i o n s t h a t you had w i t h s t a f f w i t h the Commissioner 

of P u b l i c Lands o f f i c e concerning a p p r o v a l of the proposed 

u n i t , and I b e l i e v e you wanted t o c l a r i f y the re c o r d t o 

r e f l e c t the na t u r e of your c o n v e r s a t i o n s w i t h them. 

A. Yes, s i r , I would, Mr. Examiner. I would l i k e 

to c l a r i f y t h a t the te s t i m o n y r e g a r d i n g a meeting t h i s 

morning t h a t I had w i t h Mr. Prando, t h i s meeting was merely 

a s o c i a l c a l l ; the s u b j e c t of the u n i t s d i d come up. We 
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have set a meeting f o r Thursday n e x t , the 14th of February, 

t o d i s c u s s these u n i t s w i t h the s t a t e land o f f i c e . And I 

d i d not want the rec o r d t o r e f l e c t or the examiner to i n f e r 

t h a t any commitment was made by the s t a t e land o f f i c e or 

any i n d i c a t i o n t h a t they had p r e l i m i n a r i l y approved these 

u n i t s . We w i l l be meeting w i t h them next week, and we w i l l 

a t t h a t time seek t h e i r a p p r o v a l . 

EXAMINER STOGNER: An y t h i n g e l s e , Mr. Vandiver? 

MR. VANDIVER: No, s i r , t h a t concludes my exami n a t i o n . 

EXAMINER STOGNER: Are t h e r e any q u e s t i o n s . 

MR. STOVALL: Just a couple. 

EXAMINATION 

BY MR. STOVALL: 

Q. Jus t a couple quick ones t o c l a r i f y . 

Mr. P a t t e r s o n , you're a c t u a l l y the person who had the 

co n v e r s a t i o n s w i t h Mr. Prando t h i s morning? 

A. Yes. 

Q. I t ' s your u n d e r s t a n d i n g t h a t Mr. B u l l o c k ' s 

t e s t i m o n y was a r e f l e c t i o n , a l b e i t somewhat i n a c c u r a t e i n 

the l i s t e n i n g , i f you w i l l , of what you had mentioned about 

t h a t c o n v e r s a t i o n ; i s t h a t c o r r e c t ? 

A. Mr. B u l l o c k drew a c o n c l u s i o n from a comment 

t h a t I made t h a t I b e l i e v e d t h a t we can work something o u t , 

and he drew a c o n c l u s i o n and . 

Q. Your purpose here i s simply you don't want the 
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r e c o r d t o imply t h a t t h e r e i s an approval when i n f a c t you 

need some --

A. That's a b s o l u t e l y r i g h t . 

Q. -- d i s c u s s i o n w i t h the lan d o f f i c e ? 

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

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

EXAMINER STOGNER: I f t h e r e are no ot h e r q u e s t i o n s of 

Mr. P a t t e r s o n , he may be excused. I s t h e r e a n y t h i n g else 

f u r t h e r i n any of these cases? 

MR. VANDIVER: No, s i r . 

EXAMINER STOGNER: We w i l l once again take cases 

10223, 10224 and 10225 under advisement. 

MR. VANDIVER: Thank you very much. 

(Whereupon, the h e a r i n g was concluded a t the 

approximate hour of 11:15 a.m.) 
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