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co 

Santa Fe, New Mexico 

up . 

This matter came on f o r hearing before the Ng^ 

Mexico O i l Conservation D i v i s i o n , MICHAEL E. STOGNER, 

Hearing Examiner, on Thursday, A p r i l 19th, 2 001, a t the New 

Mexico Energy, Minerals and Natural Resources Department, 

12 2 0 South Saint Francis Drive, Room 102, Santa Fe, New 

Mexico, Steven T. Brenner, C e r t i f i e d Court Reporter No. 7 

f o r t he State of New Mexico. 
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WHEREUPON, the f o l l o w i n g proceedings were had at 

8:20 a.m.: 

EXAMINER STOGNER: At t h i s time the hearing w i l l 

come t o order f o r Docket Number 12-01. Please note today's 

date, A p r i l 19th, 2001. 

I'm Michael Stogner, appointed Hearing Examiner 

f o r today's cases. 

At t h i s time I ' l l c a l l Case Number 12,64 0, which 

i s t he A p p l i c a t i o n of Yates Petroleum Corporation f o r 

approval of a u n i t agreement, Lea County, New Mexico. 

At t h i s time I ' l l c a l l f o r appearances. 

MR. CARR: May i t please the Examiner, my name i s 

W i l l i a m F. Carr w i t h the Santa Fe law f i r m Holland and 

Hart, L.L.P. 

We represent Yates Petroleum Corporation, and I 

have two witnesses. 

MR. BRUCE: Mr. Examiner, Jim Bruce of Santa Fe, 

rep r e s e n t i n g Devon SFS Operating, Inc. I have no 

witnesses. 

EXAMINER STOGNER: Anybody else? Thank you. 

(Thereupon, the witnesses were sworn.) 

EXAMINER STOGNER: Mr. Carr? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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ROBERT BULLOCK, 

the witness h e r e i n , a f t e r having been f i r s t d uly sworn upon 

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

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e your name f o r the record, please? 

A. My name i s Robert Bullock. 

Q. Mr. Bullock, where do you reside? 

A. Hope, New Mexico. 

Q. By whom are you employed? 

A. Yates Petroleum Corporation. 

Q. What i s your p o s i t i o n w i t h Yates Petroleum 

Corporation? 

A. Landman. 

Q. Have you p r e v i o u s l y t e s t i f i e d before t h i s 

D i v i s i o n and had your c r e d e n t i a l s as an expert i n petroleum 

land matters accepted and made a matter of record? 

A. Yes, s i r . 

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

t h i s case on behalf of Yates Petroleum Corporation? 

A. Yes, I am. 

Q. Are you f a m i l i a r w i t h the s t a t u s of the lands i n 

the proposed Nonombre State U n i t area? 

A. Yes. 

MR. CARR: Are the witness's q u a l i f i c a t i o n s 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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acceptable? 

EXAMINER STOGNER: They are. 

Q. (By Mr. Carr) Mr. Bullock, would you b r i e f l y 

summarize f o r Mr. Stogner what i t i s t h a t Yates Petroleum 

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

A. We're seeking approval of the Nonombre State 

E x p l o r a t o r y U n i t . This i s a v o l u n t a r y e x p l o r a t o r y u n i t 

t h a t contains approximately 2560 acres of State of New 

Mexico lands i n Lea County, New Mexico. 

Q. Mr. Bullock, have you prepared c e r t a i n e x h i b i t s 

f o r p r e s e n t a t i o n here today? 

A. Yes, s i r . 

Q. Would you r e f e r t o what has been marked f o r 

i d e n t i f i c a t i o n as Yates Petroleum Corporation E x h i b i t 

Number 1 and review t h a t f o r the Examiner? 

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

development of t h i s s t a t e u n i t . I t ' s on the form t h a t i s 

suggested by — f o r t h i s s t a t e and fee form of e x p l o r a t o r y 

u n i t . I t contains the usual language, and then i t has the 

two e x h i b i t s attached t o i t , E x h i b i t A and B, which I ' l l 

r e f e r t o here. 

Q. Let's go t o what i s E x h i b i t A and also marked as 

Yates Petroleum Corporation E x h i b i t 2 i n t h i s case. I ' d 

ask you t o i d e n t i f y t h a t and review i t , please. 

A. This i s the land p l a t t h a t shows the boundaries 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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of the u n i t , and a l l of these leases c o n t r i b u t e d t o t h i s 

u n i t are State of New Mexico leases. There are s i x leases 

committed t o the u n i t . 

Q. And what i s E x h i b i t Number 3? 

A. E x h i b i t 3 i s the breakdown of the t r a c t s , of the 

s i x t r a c t s committed t o the u n i t . Each t r a c t i s described 

and i d e n t i f i e d , and i t shows the ownership i n each t r a c t . 

Q. A l l of the t r a c t s w i t h i n the proposed u n i t area 

are a lease t o Yates Petroleum Corporation, w i t h one 

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

A. That's c o r r e c t . The l a s t t r a c t , T r act 6, an 80-

acre t r a c t i n Section 29, belongs t o Devon SFS Operating, 

Inc . 

Q. I s Devon a t t h i s time committed t o the u n i t area? 

A. No, they're not committed. 

Q. Would you j u s t review where t h a t matter stands 

w i t h Devon? 

A. We have proposed — asked f o r t h e i r p a r t i c i p a t i o n 

i n the u n i t , have submitted t o them an AFE and a u n i t 

agreement w i t h an operating agreement, and a t t h i s p o i n t we 

don't have commitment from Devon w i t h respect t o j o i n i n g 

t he u n i t . 

Q. A r t i c l e 22 of the agreement provides f o r 

subsequent j o i n d e r of other i n t e r e s t owners i n the u n i t , 

does i t not? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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A. Yes. 

Q. And Devon would be able t o commit i t s i n t e r e s t a t 

any time? 

A. Yes, s i r . 

Q. What percentage of the acreage i s a t t h i s time 

v o l u n t a r i l y committed t o the u n i t ? 

A. Approximately 9 6 percent. 

Q. And t h a t w i l l give Yates e f f e c t i v e c o n t r o l of 

u n i t operations? 

A. Yes. 

Q. Has the Commissioner of Public Lands given h i s 

p r e l i m i n a r y approval t o the proposed u n i t agreement? 

A. I b e l i e v e you v i s i t e d w i t h Pete Martinez on A p r i l 

18, and he was going t o recommend approval t o the 

Commissioner. At t h i s p o i n t i n time, we don't have a 

l e t t e r from them. 

MR. CARR: May i t please the Examiner, I v i s i t e d 

yesterday w i t h Mr. Martinez. He has recommended approval 

of the u n i t . We thought we'd have the l e t t e r yesterday 

afternoon t o include and present here a t the hearing today. 

We a n t i c i p a t e r e c e i v i n g i t sometime today, and I would 

request t h a t we be permitted t o f i l e t h a t as soon as i t i s 

received from the State Land O f f i c e . 

EXAMINER STOGNER: I s t h a t what you would propose 

E x h i b i t Number 4 t o be? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



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 

9 

MR. CARR: Yes, s i r , and the r e i s no E x h i b i t 4 

because we were l a t e yesterday, s t i l l w a i t i n g f o r i t . I 

t a l k e d t o Mr. Martinez about four o'clock yesterday, and we 

were s t i l l hoping t o have i t . And i f I could submit t h a t 

l a t e r today, I w i l l do so. 

EXAMINER STOGNER: Okay. 

Q. (By Mr. Carr) Mr. Bullock, does Yates Petroleum 

Corporation seek t o be designated operator of t h i s u n i t ? 

A. Yes, s i r . 

Q. Does the u n i t agreement provide f o r the p e r i o d i c 
* 

f i l i n g of plans of development? 

A. Yes. 

Q. And w i l l these plans be f i l e d w i t h the OCD a t the 

same time they're f i l e d w i t h the State Land O f f i c e ? 

A. Yes. 

Q. How o f t e n are these plans t o be f i l e d , pursuant 

t o the agreement? 

A. The i n i t i a l plan i s t o be f i l e d s i x months a f t e r 

completion of the i n i t i a l u n i t w e l l , and then r e q u i r e s 

subsequent plans t o be provided 12 months t h e r e a f t e r . 

Q. W i l l Yates c a l l a g e o l o g i c a l witness t o review 

the t e c h n i c a l p o r t i o n s of t h i s case? 

A. Yes. 

Q. Were E x h i b i t s 1 through 3 e i t h e r prepared by you 

or compiled a t your d i r e c t i o n ? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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A. Yes, s i r . 

MR. CARR: Mr. Stogner, a t t h i s time we would 

move the admission i n t o evidence of Yates Petroleum 

Corporation E x h i b i t s 1 through 3. 

EXAMINER STOGNER: E x h i b i t s 1 through 3 w i l l be 

admitted i n t o evidence. 

MR. CARR: And t h a t concludes my d i r e c t 

examination of Mr. Bullock. 

EXAMINER STOGNER: Thank you, Mr. Carr. 

Mr. Bruce, your witness. 

MR. BRUCE: No questions of Mr. Bullock. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Bullock, what's Devon's response t o t h i s ? 

Are they joined? 

A. They have not responded y e t . 

Q. Okay, what's been the contacts w i t h Devon? When 

d i d you f i r s t approach them? Has i t been i n w r i t i n g ? 

A. Yes, i t was i n w r i t i n g . I b e l i e v e they received 

t h e i r proposal t h i s l a s t Monday. That's the i n i t i a l 

proposal submitted t o them. 

Q. So you r e a l l y haven't t r i e d too hard t o get t h e i r 

approval or t h e i r thoughts? 

A. No, s i r , we have not. 

EXAMINER STOGNER: Who w i l l be pr e s e n t i n g 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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evidence on E x h i b i t Number 5, Mr. Carr? 

MR. CARR: That w i l l be Reed Meek, the g e o l o g i s t . 

EXAMINER STOGNER: Okay. I s t h a t — I'm l o o k i n g 

at t h a t . There's one w e l l i n Devon's p r o p e r t y ; i s t h a t 

c o r r e c t ? 

MR. CARR: There i s a w e l l a t t h i s time being 

d r i l l e d on the Devon t r a c t , yes. That's what I b e l i e v e . 

We'll have t o ask Mr. Meek. 

EXAMINER STOGNER: Okay. 

MR. CARR: I t appears t h a t way t o me too, Mr. 

Stogner. 

EXAMINER STOGNER: I thought t h a t would have been 

a proposed w e l l , okay. 

Q. (By Examiner Stogner) Well, l e t me see, E x h i b i t 

Number 1, what's the plans f o r the i n i t i a l w e l l , and where 

w i l l I f i n d t h a t ? 

A. The i n i t i a l w e l l w i l l be d r i l l e d i n the northwest 

q u a r t e r of Section 31, 198 0 from the n o r t h and west. 

Q. And when was the proposal submitted t o the Land 

O f f i c e i n i t i a l l y ? 

A. I t ' s been a couple weeks ago, maybe two and a 

h a l f weeks ago. 

Q. I f you had i t a l l prepared by then, why d i d n ' t 

you contact Devon? 

A. I d i d n ' t have an AFE. 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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Q. Okay. When d i d you have an AFE? Because I don't 

see one here. 

A. Oh, i t ' s j u s t been here i n the l a s t week, t e n 

days. 

Q. Has t h a t been submitted t o the D i s t r i c t — I'm 

sorry? 

A. Ten days, perhaps. 

Q. Has t h a t been submitted t o the D i s t r i c t f o r 

approval as f a r as an APD, a p p l i c a t i o n t o d r i l l ? 

A. Yes. 

Q. When was t h a t submitted t o the D i s t r i c t O f f i c e ? 

A. I t ' s been — I'm going t o say a couple of months, 

probably. 

Q. So you d i d n ' t have an AFE f o r the w e l l t h a t you 

submitted an APD f o r two months ago, u n t i l two weeks ago? 

A. That happens around shop a l o t . 

EXAMINER STOGNER: Okay. Well, i t w i l l be so 

noted t h a t Mr. Bruce i s representing Devon today. I take 

i t by no questions and no ob j e c t i o n s t h a t Devon i s not 

o b j e c t i n g too s e r i o u s l y i n t h i s , i f they have any o b j e c t i o n 

a t a l l , but I don't see t h a t they're supporting i t . 

I have no other questions of t h i s witness, you 

may be excused. 

MR. CARR: At t h i s time, Mr. Stogner, we c a l l 

Reed Meek t o the stand. 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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REED H. MEEK, 

the witness h e r e i n , a f t e r having been f i r s t d u l y sworn upon 

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

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e your name f o r the record, please? 

A. Reed Meek. 

Q. Mr. Meek, where do you reside? 

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

Q. By whom are you employed? 

A. By Yates Petroleum Corporation. 

Q. And what i s your p o s i t i o n w i t h Yates? 

A. I'm a g e o l o g i s t . 

Q. Mr. Meek, have you p r e v i o u s l y t e s t i f i e d before 

t h i s D i v i s i o n ? 

A. Yes, I have. 

Q. At the time of t h a t testimony, were your 

c r e d e n t i a l s as an expert i n petroleum geology accepted and 

made a matter of record? 

A. Yes. 

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

t h i s case? 

A. Yes. 

Q. Are you f a m i l i a r w i t h the proposed Nonombre State 

Unit? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



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 

14 

A. Yes. 

Q. And have you made a g e o l o g i c a l study of the area 

which i s the subject of t h i s proposed u n i t ? 

A. Yes, I have. 

Q. Are you prepared t o share the r e s u l t s of your 

work w i t h Mr. Stogner? 

A. Yes, I w i l l . 

MR. CARR: Are Mr. Meek's q u a l i f i c a t i o n s 

acceptable? 

EXAMINER STOGNER: Any objection? 

MR. BRUCE: No, s i r . 

EXAMINER STOGNER: Mr. Meek i s so q u a l i f i e d . 

Q. (By Mr. Carr) Mr. Meek, would you i n i t i a l l y 

i d e n t i f y those horizons t h a t are being u n i t i z e d i n the 

Nonombre State Exploratory Unit? 

A. We're in t e n d i n g t o u n i t i z e a l l the horizons. 

Q. And what i s the primary o b j e c t i v e i n t h i s u n i t ? 

A. Our primary o b j e c t i v e i s the Atoka-Morrow 

forma t i o n . 

Q. And i s there an esta b l i s h e d pool f o r the Atoka-

Morrow i n t h i s area? 

A. Yes, there's a pool, the Nonombre-Atoka-Morrow 

Gas Pool. 

Q. Are there secondary o b j e c t i v e s i n the u n i t ? 

A. We beli e v e there's a p o s s i b i l i t y of completion i n 

STEVEN T. BRENNER, CCR 
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the upper Pennsylvanian, but i t ' s not r e a l l y a secondary 

o b j e c t i v e , other than i f we're f o r t u n a t e t o h i t i t , we 

would complete i n i t . 

Q. And would t h a t w e l l then be i n the Nonombre-Upper 

Pennsylvanian Pool? 

A. Yes, i t would. 

Q. Let's go t o E x h i b i t Number 5. Would you i d e n t i f y 

t h i s and review i t f o r the Examiner? 

A. Okay, t h i s i s a base map t h a t shows the red 

o u t l i n e being the u n i t boundary and also shows a l l the 

w e l l s t h a t have been d r i l l e d i n the area of the proposed 

u n i t . Below each w e l l symbol i s the t o t a l depth t h a t the 

w e l l reached. So one of the key p o i n t s of t h i s map i s t o 

show t h a t t h e r e are a number of w e l l s , most of which have 

not penetrated the Atoka-Morrow s e c t i o n . 

The top of the Atoka i s a t approximately 12,100 

f e e t i n t h i s area, so any w e l l w i t h a TD of less than 

12,000 f e e t would not have penetrated i n t o the Atoka-Morrow 

s e c t i o n . 

There are three deep w e l l s i n the u n i t area, and 

those are shown w i t h the large c i r c l e s and have been 

inclu d e d i n the cross-section t h a t I ' l l be p r e s e n t i n g as 

E x h i b i t — or as Figure 2. 

Q. There i s a w e l l i n d i c a t e d i n the northwest of 

Section 29. The name on i t i s the Number 1 Cocono "AVY" 

STEVEN T. BRENNER, CCR 
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State well? 

A. Yes. 

Q. And i s t h a t w e l l a c t u a l l y a w e l l on the Devon 

acreage? 

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

Q. And the s t a t u s of t h a t well? 

A. There are a c t u a l l y three w e l l s designated w i t h 

the red c i r c l e s , a l l of which are w e l l s t h a t are c u r r e n t l y 

being d r i l l e d by Yates Petroleum. And each of these w e l l s 

i s c u r r e n t l y a t a TD of around 30 t o 40 f e e t . We've been 

d r i l l i n g those w i t h a ca b l e - t o o l - t y p e of r i g . 

Q. Mr. Meek, you're aware t h a t the State Land O f f i c e 

has, i n the past, refused t o consider an e x p l o r a t o r y u n i t 

where th e r e were wellbores t h a t penetrated the u n i t i z e d 

formations, are you not? 

A. Yes, I am. 

Q. And t h i s i s the f i r s t u n i t t h a t the Land O f f i c e 

has been w i l l i n g t o go forward w i t h , w i t h w e l l s t h a t do 

penetrate these formations; i s t h a t c o r r e c t ? 

A. That's — To my knowledge, t h a t ' s c o r r e c t , yes. 

Q. And t h a t we have been i n n e g o t i a t i o n w i t h the 

Land O f f i c e concerning t h i s i n t e r p r e t a t i o n of t h e i r u n i t 

f o r over a year? 

A. Yes. 

Q. Let's go t o what has been marked Yates E x h i b i t 
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Number 6. Would you i d e n t i f y t h a t and review i t f o r Mr. 

Stogner? 

A. A l l r i g h t , t h i s i s a cros s - s e c t i o n showing the 

th r e e deep w e l l s t h a t are w i t h i n the u n i t area and also one 

a d d i t i o n a l deep p e n e t r a t i o n which i s several miles t o the 

west. 

The w e l l — I t i s a s t r u c t u r a l c r o s s - s e c t i o n , and 

one of the key p o i n t s t h a t I wanted t o i l l u s t r a t e w i t h the 

cr o s s - s e c t i o n was the presence of a f a i r l y s i g n i f i c a n t 

f a u l t which we i n t e r p r e t t o be c o i n c i d e n t w i t h the western 

boundary of our proposed u n i t . 

The cross-section also h i g h l i g h t s the Atoka-

Morrow s e c t i o n , and we've included an i n t e r p r e t a t i o n of the 

l i t h o l o g y i n the s e c t i o n . The u n i t s t h a t are h i g h l i g h t e d 

i n y e l l o w we i n t e r p r e t as the sandstones t h a t are the 

prospe c t i v e r e s e r v o i r t h a t we're t a r g e t i n g . 

One of the key t h i n g s t h a t I would l i k e you t o 

n o t i c e , Mr. Stogner, i s , when we move from west t o east 

along the l i n e of the cross-section, we drop across t h i s 

f a i r l y major f a u l t . We note a f a i r l y dramatic t h i c k e n i n g 

of the Atoka-Morrow s e c t i o n on the downthrown side of the 

f a u l t . To us t h a t i n d i c a t e s t h a t the f a u l t was a c t i v e 

d u r i n g the time of the d e p o s i t i o n of t h i s f o rmation and 

i n f l u e n c e d the d e p o s i t i o n i n a s i g n i f i c a n t way. 

I n a d d i t i o n t o the o v e r a l l s e c t i o n being 
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thickened on the downthrown side of the f a u l t , t h e r e i s 

also an increase i n the amount of net sand pay thickness i n 

the p r o s p e c t i v e i n t e r v a l . And these p o i n t s w i l l be 

h i g h l i g h t e d i n the isopach maps t h a t I ' l l be showing i n 

subsequent f i g u r e s . 

Q. Let's go t o Yates E x h i b i t Number 7. Would you 

i d e n t i f y t h a t f o r the Examiner and review i t , please? 

A. Okay, t h i s i s a s t r u c t u r e map of the u n i t , again 

showing the o u t l i n e of the u n i t and the p o s i t i o n of the 

f a u l t near the western boundary of the u n i t . That f a u l t , 

by t h i s i n t e r p r e t a t i o n , has a throw of approximately 12 00 

f e e t . 

And i t also shows the presence of a s t r u c t u r a l 

c l o s u r e i n the v i c i n i t y of the u n i t , which was the t a r g e t , 

we b e l i e v e , of the i n i t i a l development i n t h i s area, the 

Nonombre-Upper Pennsylvanian Pool t h a t was developed i n the 

1960s. There were three w e l l s located i n Section 32 t h a t 

produced from Upper Pennsylvanian carbonate r e s e r v o i r s , and 

these were o i l w e l l s . And t h a t s t r u c t u r a l f e a t u r e was the 

t a r g e t of t h a t development. 

Q. Let's move now t o the isopach maps. Let's s t a r t 

w i t h the gross isopach, E x h i b i t 8. Would you review t h a t 

f o r Mr. Stogner? 

A. Okay, again t h i s i s a map t o show the t h i c k e n i n g 

of the o v e r a l l Atoka-Morrow i n t e r v a l , and most notable i s 
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the dramatic t h i c k e n i n g as you cross the f a u l t s . On the 

downthrown side of the f a u l t we have an o v e r a l l thickness 

of approximately 12 00 f e e t , and then t h a t u n i t does t h i n as 

you move away from the f a u l t t o the east. 

Q. Let's go t o E x h i b i t Number 9, the net isopach, 

and then you can go on w i t h your review. 

A. Okay, and then — Yeah, the net sand isopach i s 

t o i n d i c a t e the amount of r e s e r v o i r t h a t we a n t i c i p a t e i n 

the u n i t area. So i t ' s t h i c k e s t adjacent t o the f a u l t and 

then t h i n s as we move eastward away from the f a u l t . 

And the proposed eastern boundary t o the u n i t i s 

c o i n c i d e n t w i t h a 50-foot contour on the net sand isopach, 

which we deem as p o t e n t i a l l y an economic l i m i t f o r 

development a t t h i s depth and the k i n d of costs t h a t we're 

l o o k i n g a t , associated w i t h t h i s d r i l l i n g o p e r a t i o n . 

Q. Mr. Meek, i s E x h i b i t Number 10 a w r i t t e n summary 

of your g e o l o g i c a l presentation? 

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

Q. And attached t o t h a t are some gas-in-place 

estimates? 

A. Yes, attached t o my w r i t t e n d e s c r i p t i o n i s a b i t 

of work done by our r e s e r v o i r engineer, Mr. Dave Boneau, 

wherein he c a l c u l a t e s a gas-in-place number and estimates 

t h a t — We b e l i e v e there's about 32 b i l l i o n cubic f e e t of 

gas i n place w i t h i n the u n i t . We b e l i e v e t h a t w i t h the 
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proper d r i l l i n g and completion technology, we may be able 

t o recover about h a l f of t h a t gas i n place, and t h a t ' s 

r e a l l y the t a r g e t of our e f f o r t i n the u n i t . 

Q. What are Yates' plans f o r the development of the 

Atoka-Morrow g e n e r a l l y i n the u n i t area? 

A. Well, our i n i t i a l plan i s t o d r i l l the w e l l i n 

Section 31 t h a t we c a l l the 2 Dome Nonombre. We w i l l d r i l l 

t h a t w e l l i n i t i a l l y . I t h i n k one of the key t h i n g s i n t h i s 

development i s , there's already been three deep w e l l s t h a t 

have penetrated the Atoka-Morrow. Two of them have 

a c t u a l l y been completed i n the formation. Only one of them 

has a c t u a l l y been produced, but i t was uneconomic. 

We be l i e v e t h a t since t h i s e f f o r t was done i n the 

e a r l y 1980s t h a t completion technology has improved t o the 

p o i n t where w i t h some d i f f e r e n t f r a c t u r e - s t i m u l a t i o n 

techniques, we're hopeful t h a t we can make what was an 

uneconomic p r o j e c t i n t o an economic p r o j e c t . 

Q. What does your geology t e l l you about the subject 

formation? 

A. I t t e l l s me t h a t there i s a s i g n i f i c a n t resource 

i n place. We b e l i e v e t h a t we can achieve economic 

pr o d u c t i o n r a t e s from w e l l s i n t h i s area, given the r i g h t 

completion technologies. 

Q. Can the area t h a t i s included w i t h i n the proposed 

u n i t boundary be e f f e c t i v e l y developed under a u n i t plan? 
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A. Yes, i t can. 

Q. I n your opinion, w i l l approval of t h i s 

A p p l i c a t i o n and the development of the Atoka-Morrow i n the 

u n i t area as proposed be i n the best 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. Were E x h i b i t s 5 through 10 prepared by you, or 

have you reviewed them and can you t e s t i f y as t o t h e i r 

accuracy? 

A. Yes. 

MR. CARR: At t h i s time, Mr. Stogner, we move the 

admission i n t o evidence of Yates E x h i b i t s 5 through 10. 

EXAMINER STOGNER: E x h i b i t s 5 through 10 w i l l be 

admitted i n t o evidence a t t h i s time. 

MR. CARR: And t h a t concludes my d i r e c t 

examination of Mr. Meek. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Okay, i n r e f e r r i n g t o E x h i b i t Number 8 or any of 

the maps, i t was the State LP 1 t h a t reported a small b i t 

of p r o d u c t i o n i n the Atoka or Morrow? 

A. No, i t ' s a c t u a l l y the Ranger "AHJ" State IA, the 

middle w e l l t h a t ' s shown as a gas symbol. I t produced 

approximately 194 m i l l i o n cubic f e e t of gas from the Atoka-
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Morrow from 19- — The curve i s i n Dave Boneau's l e t t e r , 

t he p r o d u c t i o n curve, so i t began i n 1981 and produced up 

u n t i l about 1985, mid-1985. 

Q. And what's the c u r r e n t s t a t u s of t h i s w e ll? 

A. That w e l l was subsequently recompleted t o an 

upper Pennsylvanian zone and then has been — i t ' s e i t h e r 

t e m p o r a r i l y abandoned or plugged and abandoned. 

Q. Okay. Well, you and the State Land O f f i c e are 

throwing me a curve here, because I d i d n ' t t h i n k these were 

allowed — 

A. Yes. 

Q. — so go i n t o a l i t t l e b i t more d e t a i l . What's 

your understanding why they're l e t t i n g a noncommercial w e l l 

a t t h i s time be put i n a u n i t ? Won't t h a t j u s t draw down 

the — How's i t going t o help? Enlighten me here, I'm 

confused. 

A. Well, the o r i g i n a l completion i n the Atoka-

Morrow, which was done by Amoco Producing Company i n 1981, 

was uneconomic. They d i d n ' t s t i m u l a t e the w e l l , they j u s t 

used a n a t u r a l completion technique. I t d i d make some gas, 

but i t c l e a r l y wasn't enough i n c e n t i v e t o continue 

development of the area. 

Our b e l i e f i s t h a t , you know, w i t h b e t t e r 

s t i m u l a t i o n technologies t h a t have come along i n the l a s t 

2 0 years, t h a t now we can more e f f e c t i v e l y address the 
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resource t h a t ' s i n place, and so our i n t e n t i s t o go i n 

w i t h an i n i t i a l w e l l , which again was the Nonombre 2, t o 

attempt our more modern completion technique. And i f 

t h a t ' s s uccessful, then we would i n t e n d t o d r i l l a number 

of development w e l l s , probably on 160-acre spacing 

throughout the u n i t area. 

So I t h i n k the State Land O f f i c e view i s t h a t , 

you know, t h i s i s an ex p l o r a t o r y prospect i n the sense t h a t 

we're e x p l o r i n g new technology, and they're w i l l i n g t o 

all o w us t o put the u n i t together i n order t o t r y an 

develop t h i s resource t h a t so f a r has not been s u c c e s s f u l l y 

developed. 

MR. CARR: Mr. Stogner, I've been i n v o l v e d i n 

those n e g o t i a t i o n s w i t h the Land O f f i c e . Could I respond 

b r i e f l y ? Because you are c o r r e c t , they haven't allowed 

t h i s i n the past. 

EXAMINER STOGNER: Okay. 

MR. CARR: And as you may r e c a l l , a year, a year 

and a h a l f ago, there were several small e x p l o r a t o r y u n i t s 

t h a t had very unique boundaries because th e r e had been a 

w e l l t h a t had penetrated the u n i t i z e d formations, and the 

State Land O f f i c e w i t h an ex p l o r a t o r y u n i t would not allow 

t h a t acreage t o be included i n the u n i t . 

We met w i t h the Land O f f i c e , and i n i t i a l l y the 

Land O f f i c e decided they were going t o come forward w i t h a 
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development u n i t agreement form, which would be s o r t of 

between the e x p l o r a t o r y u n i t and t h e i r secondary recovery 

or w a t e r f l o o d u n i t form. 

As they worked on t h a t , i t became a very 

d i f f i c u l t p r o j e c t . They were working on time frames t h a t 

were unique, and as a week ago Tuesday they advised t h a t 

they were going t o p o i n t forward, use the e x p l o r a t o r y u n i t 

form, but were perhaps i n t h e i r approval going t o impose 

some s h o r t e r time frames, but t h a t they weren't going 

forward w i t h the new form. 

This i s a c t u a l l y the second u n i t agreement, we 

b e l i e v e , from what they t o l d us yesterday, t h a t w i l l be 

approved. There was one f o r , I b e l i e v e , Paladin Energy a 

w h i l e back, but they used the e x p l o r a t o r y form f o r 

something t h a t r e a l l y wasn't pure e x p l o r a t o r y but r e a l l y 

more development i n nature. 

So you're r i g h t , they haven't allowed i t i n the 

past. And as of about two weeks ago, they decided t o use 

the e x i s t i n g form and s t a r t a l l o w i n g developing u n i t s . And 

t h e i r approval, when we get i t w e ' l l send i t t o you, and i t 

may have some s p e c i a l time frames. 

But t h a t ' s our understanding of i t a t t h i s time. 

Q. (By Examiner Stogner) Does Yates plan any more 

of these type of u n i t s f o r t h i s k i n d of s i t u a t i o n i n v o l v i n g 

e x i s t i n g wellbores i n the near f u t u r e ? 
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A. I can't t h i n k of a s p e c i f i c example t h a t we've 

put t o g e t h e r , but we are lo o k i n g , you know, i n t h i s area a t 

a number of s i t u a t i o n s t h a t are q u i t e s i m i l a r t o t h i s . So 

I t h i n k the p o s s i b i l i t y of a very s i m i l a r u n i t i s good. 

EXAMINER STOGNER: Mr. Carr, i f you know of any 

others i n the near f u t u r e , you might ask i f the Land O f f i c e 

w i l l have a problem w i t h maybe us sending a r e p r e s e n t a t i v e 

from the Engineering Bureau, s p e c i f i c a l l y e i t h e r one of the 

Examiners. 

MR. CARR: Mr. Stogner, w e ' l l do t h a t . And I 

want you t o know t h a t a week ago Tuesday when we went t o 

the Land O f f i c e , we thought we were going t o recei v e the 

new development form u n i t agreement and were t o l d t h a t they 

thought they would handle i t w i t h j u s t a change i n t h e i r 

p o l i c y and not have a formal agreement t h a t s o r t of f e l l i n 

the middle. So we were s o r t of caught o f f guard w i t h t h a t 

as w e l l . 

But w e ' l l d e f i n i t e l y keep you i n the loop, 

because t h i s i s a f a i r l y s i g n i f i c a n t change. There have 

been u n i t s formed i n the past t h a t have w e l l s i n them, but 

the two forms t h a t they were working w i t h r e a l l y had a hole 

i n the middle i f you had a w e l l you couldn't u n i t i z e . 

And so we've been t r y i n g t o f i g u r e out how t o 

f i n d middle ground t h a t serves the purposes of u n i t i z a t i o n 

w i t h o u t l e t t i n g the u n i t s j u s t become acreage-holding 
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t o o l s . And t h a t was the concern a t the Land O f f i c e . They 

have spent a s u b s t a n t i a l amount of time reviewing the 

i n d i v i d u a l w e l l data on t h i s matter w i t h a l l t h e i r s t a f f , 

and we were advised yesterday they had decided they would 

recommend approval. 

EXAMINER STOGNER: Sounds l i k e they're 

r e s u r r e c t i n g some of the o l d methods i n which have been 

t r i e d and t r u e . 

MR. CARR: Uh-huh. 

EXAMINER STOGNER: Wow, what a concept, huh? 

Maybe other agencies might want t o take a look a t t h a t same 

procedure. 

MR. CARR: I t would be a good idea. 

EXAMINER STOGNER: Could be. I could be wrong. 

And I w i l l be the f i r s t t o say t h a t some of the o l d t r i e d 

and t r u e methods t h a t are no longer a p p l i c a b l e are wrong 

when I'm t o l d t o t e l l them t h a t they're wrong, I ' l l be more 

than happy t o comply w i t h them i n those wishes. 

Q. (By Examiner Stogner) Okay, l e t ' s take a look a t 

some of the shallow o i l , because l o o k i n g a t a couple of the 

maps i t looks l i k e there's maybe some o i l p r o d u c t i o n up 

above; i s t h i s c orrect? I'm loo k i n g a t some gray-shaded 

w e l l b o r e . 

A. I f you go back t o my Figure 1, which i s E x h i b i t 

Number 5 — 
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Q. Okay. 

A. — t h i s map shows a l l of the w e l l s d r i l l e d i n the 

area. Of course, the s o l i d symbols are a l l o i l w e l l s . And 

y o u ' l l see i n Section 32, there are t h r e e w e l l s t h a t 

produced o i l , and these a l l produced out of the upper 

Pennsylvanian carbonates, Cisco/Canyon-age carbonates. 

Q. Do you know what pool t h a t was, or is? 

A. I t ' s the Nonombre, and there i s a number of 

d i f f e r e n t pools, Upper Pennsylvanian, I t h i n k Lower 

Pennsylvanian, and Pennsylvanian. You know, I'm not sure 

the h i s t o r y of a l l those d i f f e r e n t names. 

MR. CARR: The d i f f e r e n t pools i n the area have 

been rescinded, and what was upper Penn i s now Nonombre 

Penn or something. There's been a s h i f t i n the names of 

the pools i n the l a s t probably ten years. 

THE WITNESS: None of these w e l l s are c u r r e n t l y 

a c t i v e . 

EXAMINER STOGNER: Okay. 

THE WITNESS: These w e l l s were d r i l l e d i n the 

1960s, around 1964, I be l i e v e , and a l l d r i l l e d a t 

approximately the same time. And production ceased, I 

be l i e v e , k i n d of i n the mid-1970s. 

Q. (By Examiner Stogner) Mr. Carr had sa i d 

something about reviewing t h i s u n i t — proposed new and 

approved u n i t agreement based on the o l d standings. 
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I s t here u s u a l l y a clause i n there about 

development and how a u n i t i s t o proceed w i t h i t s 

development, and what u s u a l l y i s t h a t f a c t o r ? You d r i l l 

your f i r s t w e l l , you've got a second w e l l t o d r i l l . Maybe 

your landman needs t o answer t h a t . I'm sure — He's the 

expert, then, on the u n i t i z a t i o n . 

I f e e l r e a l funny t h a t we have a r e p r e s e n t a t i v e 

from Devon who i s a p a r t of t h i s here and t h a t we're 

r e l y i n g on our att o r n e y t o ask questions i n which the 

experts should be doing. 

A. What I know about the u n i t development plans i s 

t h a t a t s i x months a f t e r the completion of the i n i t i a l 

w e l l , t h a t we're re q u i r e d t o f i l e a u n i t development pla n , 

and then every 12 months subsequent t o t h a t we f i l e a plan. 

Now, as f a r as ex a c t l y what the pace of d r i l l i n g 

i s , do you know anything about t h a t , Robert? 

MR. BULLOCK: Well, i t ' s my understanding i f you 

get a good commercial w e l l , they w i l l work w i t h you on not 

d r i l l i n g a w e l l every 12 months t h e r e a f t e r . I f you don't 

get a commercial w e l l on the i n i t i a l w e l l , then you must 

d r i l l a w e l l every s i x months u n t i l you do get a commercial 

w e l l . 

EXAMINER STOGNER: I j u s t wondered, have — Your 

conversations w i t h the Land O f f i c e , has anything been said 

about our new and improved development i n the deep gas, 
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a l l o w i n g o p t i o n a l i n f i l l wells? 

MR. CARR: The Land O f f i c e has not r a i s e d t h a t , 

and I've been i n these discussions. They have i n d i c a t e d 

t h a t i n t h e i r approval which they w i l l g i v e , they may be 

more r i g o r o u s i n terms of what they r e q u i r e i n terms of the 

development program, but they haven't s p e c i f i e d anything. 

EXAMINER STOGNER: That might be a word — or a 

wording t o look a t very c a r e f u l l y when the u n i t comes back, 

be advantageous t o both p a r t i e s . Or i s t h e r e something i n 

ther e — 

MR. CARR: Uh-huh. 

EXAMINER STOGNER: — t h a t goes counter t o 

t h a t ~ 

MR. CARR: Yeah. 

EXAMINER STOGNER: — since these new p o l i c i e s 

changing, maybe, and since somebody from the D i v i s i o n i s 

not i n t h e r e . 

MR. CARR: Sure. 

EXAMINER STOGNER: Let me rephrase t h a t , somebody 

from the D i v i s i o n t h a t knows what our r u l e s and r e g u l a t i o n s 

say, i s not i n there t o maybe make some a d d i t i o n a l comments 

t h a t might help or a s s i s t . 

Okay. I s there anything f u r t h e r i n t h i s case? 

MR. BRUCE: Mr. Examiner, I have a couple of 

questions. 
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EXAMINER STOGNER: Okay. Oh, I'm s o r r y . You 

d i d n ' t have any questions f o r the l a s t one, and I apologize 

f o r t h a t assumption. 

EXAMINATION 

BY MR. BRUCE: 

Q. Mr. Meek, I d i d n ' t have your e x h i b i t s o r i g i n a l l y , 

but i s i t both the Morrow and the Atoka t h a t are the 

primary zones? 

A. Yes. 

Q. And are the w e l l s going t o be d r i l l e d i n t o the 

upper M i s s i s s i p p i a n or the base of the Morrow? 

A. We t y p i c a l l y d r i l l approximately 100 f e e t i n t o 

the upper M i s s i s s i p p i a n . 

Q. And lo o k i n g a t t h i s now, the i n i t i a l w e l l , u n i t 

w e l l , i s i n Section 31? 

A. Yes, our i n t e n t i o n i s t o d r i l l the w e l l i n 

Section 31 t o TD and the M i s s i s s i p p i a n as the i n i t i a l t e s t , 

yeah. 

Q. And then on your E x h i b i t 5 i t l i s t s — i t has two 

other w e l l l o c a t i o n s . Are those the next proposed u n i t 

w ells? 

A. Those — At the cu r r e n t time, t h a t would be our 

plan. But we may decide t o d r i l l i n a d i f f e r e n t order. 

Q. Okay, i t may change? 

A. Yeah. 
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Q. And the w e l l i n Section 31 has been spudded? 

A. Yes. 

Q. What i s the c u r r e n t s t a t u s of i t ? 

A. I t ' s a t a TD of approximately 3 5 f e e t . 

Q. And then the o r i g i n a l gas-in-place estimates, i s 

t h a t f o r the Morrow or the Morrow and the Atoka? 

A. I t ' s f o r both the Atoka and the Morrow. I n the 

poo l , the Nonombre-Atoka-Morrow Pool, those two formations 

have been commingled, e s s e n t i a l l y . 

MR. BRUCE: Thank you, Mr. Meeks. 

Mr. Examiner, Devon only received t h i s Monday, 

and they haven't had time t o review i t . They w i l l be 

review i n g i t and responding. 

EXAMINER STOGNER: On behalf of Devon, are you 

reques t i n g anything a d d i t i o n a l a t t h i s time? 

MR. BRUCE: No, Mr. Examiner, t h i s i s a v o l u n t a r y 

u n i t and they can't be forced i n t o i t , so I don't — 

They're j u s t i n t e r e s t e d i n what Yates i s doing. 

EXAMINER STOGNER: Okay. Do you have anything 

f u r t h e r , Mr. Carr? 

MR. CARR: No, s i r , I do not. 

EXAMINER STOGNER: Mr. Meek, you may be excused. 

I f nobody else has anything f u r t h e r i n Case 

Number 12,640, I'm going t o keep the record open, Mr. Carr, 

pending the r e c e i v a l of the p r e l i m i n a r y approval from the 
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New Mexico State Land O f f i c e . 

MR. CARR: I am hopeful I can provide t h a t t o you 

today. That was the i n d i c a t i o n yesterday afternoon. 

EXAMINER STOGNER: Okay. And i f f o r some reason 

there's a problem w i t h i t coming out, l e t me know. 

MR. CARR: I w i l l immediately. 

EXAMINER STOGNER: Okay, thank you. 

(Thereupon, these proceedings were concluded a t 

9:05 a.m.) 

hereby „ r f f f y that the foregoing U 

ding* 

°- ML Heard by m e o ^ l : r N ° ^ * ' 

, Ex«mfrser 
ion 
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