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1 WHEREUPON, the f o l l o w i n g proceedings were had a t 

2 11:32 a.m.: 

3 EXAMINER CATANACH: Okay, a t t h i s time w e ' l l c a l l 

4 Case 12,831, the A p p l i c a t i o n of Yates Petroleum Corporation 

5 f o r approval of a u n i t agreement, Lea County, New Mexico. 

6 C a l l f o r appearances. 

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

8 W i l l i a m F. Carr w i t h the Santa Fe o f f i c e of Holland and 

9 Hart, L.L.P. We represent Yates Petroleum Corporation i n 

10 t h i s matter, and I have one witness. 

11 EXAMINER CATANACH: Any a d d i t i o n a l appearances? 

12 W i l l the witness please stand t o be sworn in? 

13 (Thereupon, the witness was sworn.) 

14 MR. CARR: Mr. Examiner, a t t h i s time we c a l l 

15 John Amiet. 

16 JOHN AMIET. 

17 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 

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

19 DIRECT EXAMINATION 

20 BY MR. CARR: 

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

22 A. My name i s John Amiet, A-m-i-e-t. 

23 Q. Where do you reside? 

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

25 Q. By whom are you employed? 
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A. Yates Petroleum. 

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 w i t h Yates. 

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

Conservation 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 witness i n petroleum geology 

accepted and made a matter of record? 

A. Yes, they were. 

Q. Are you f a m i l i a r w i t h the proposed New Grass 

State Exploratory Unit? 

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 u n i t area? 

A. Yes, I am. 

Q. 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 u n i t a p p l i c a t i o n ? 

A. Yes, I have. 

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

work w i t h Mr. Catanach? 

A. Yes. 

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

acceptable? 

EXAMINER CATANACH: They are. 

STEVEN T. BRENNER, CCR 
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Q. (By Mr. Carr) Would you i n i t i a l l y s t a t e f o r the 

Examiner 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. Yates i s seeking approval of the New Grass State 

E x p l o r a t o r y U n i t agreement. 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 32 00 acres of 

State of New Mexico lands, located i n Lea County, New 

Mexico. 

Q. Have you prepared 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, I have. 

Q. Let's go t o what's been marked f o r i d e n t i f i c a t i o n 

as Yates E x h i b i t Number 1. I would ask you t o i d e n t i f y 

t h a t and review i t f o r Mr. Catanach. 

A. This i s the u n i t agreement. This i s based on the 

s t a t e form f o r an e x p l o r a t o r y u n i t . 

Q. And i s E x h i b i t Number 2 a copy of a p l a t of the 

u n i t area? 

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

Q. I s t h i s the same as E x h i b i t A t o the u n i t 

agreement? 

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

Q. How many State of New Mexico leases do we have i n 

the u n i t area? 

A. There are 11 State of New Mexico leases l o c a t e d 
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i n seven d i f f e r e n t sections. 

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

A. This i s the ownership breakdown. I t shows the 

ownership of each lease i n the u n i t area. Yates has a 

m a j o r i t y i n t e r e s t i n a l l of these leases. These working 

i n t e r e s t s are common, the acreage has been pooled between 

Yates and David Petroleum. Yates has a t o t a l — a l l the 

Yates p a r t i e s have a t o t a l of 62-percent i n t e r e s t , and a l l 

David Petroleum p a r t i e s have a t o t a l of 38-percent 

i n t e r e s t . 

Q. Has 100 percent of the acreage been committed t o 

the u n i t plan? 

A. Yes, i t has. 

Q. What i s the status of the approval of the 

Commissioner of Public Lands f o r the New Grass Unit? 

A. I met w i t h Mr. Martinez and fo u r members of h i s 

s t a f f on Monday afternoon. We t a l k e d f o r about an hour and 

a h a l f . At t h a t time he i n d i c a t e d t h a t he thought he 

d i d n ' t see any problems w i t h t h i s approval. 

I c a l l e d him yesterday morning and again he s a i d 

he d i d n ' t see any problems a t t h i s time, and he expected t o 

have word by Friday. That would be tomorrow. 

MR. CARR: Mr. Catanach, when we rec e i v e the 

l e t t e r from the Commissioner of Public Lands we w i l l submit 

a copy t o the D i v i s i o n f o r i n c l u s i o n i n the reco r d of t h i s 
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1 case. 

2 Q. (By Mr. Carr) Mr. Amiet, does Yates Petroleum 

3 Corporation d e s i r e t o be designated operator of t h i s u n i t ? 

4 A. Yes, we do. 

5 Q. What i s E x h i b i t Number 5? 

6 A. That's the AFE. I t sets out the dryhole costs 

7 and completed w e l l costs, a dryhole cost of $995,750 and a 

8 t o t a l completed w e l l cost of $1,487,550. 

9 Q. This w i l l be the i n i t i a l w e l l on the u n i t ? 

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

11 Q. And when do you plan t o spud t h i s w e l l ? 

12 A. On or before A p r i l 1st. We have two leases on 

13 the west side of the u n i t t h a t e x p i r e a t t h a t time, so we 

14 need t o d r i l l before A p r i l 1st. 

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

16 f i l i n g of plans of development? 

17 A. Yes, i t does. 

18 Q. And w i l l these plans be f i l e d w i t h t he O i l 

19 Conservation D i v i s i o n as w e l l as the New Mexico State Land 

20 O f f i c e ? 

21 A. Yes, they w i l l . 

22 Q. And how o f t e n are these plans t o be f i l e d ? 

23 A. The i n i t i a l plan i s s i x months a f t e r completion 

24 of the f i r s t w e l l . Subsequent plans are twelve months 

25 t h e r e a f t e r . 
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1 Q. What formations are u n i t i z e d i n the New Grass 

2 E x p l o r a t o r y Unit? 

3 A. A l l formations. 

4 Q. Where i s t h i s t e s t w e l l going t o be d r i l l e d ? 

5 A. I t w i l l be 660 f e e t from the n o r t h and east l i n e s 

6 of Section 22. That's Township 15 South, Range 34 East, 

7 New Mexico. 

8 Q. And how deep w i l l you d r i l l ? 

9 A. We're going t o d r i l l t o a TD of 13,900 f e e t . 

10 That would be the lower M i s s i s s i p p i a n lime. 

11 Q. And the p r i n c i p a l o b j e c t i v e or the primary 

12 o b j e c t i v e i n t h i s w e l l i s what formation? 

13 A. The Morrow. 

14 Q. I s t h i s w i t h i n an e s t a b l i s h e d p o o l , or w i l l i t be 

15 a w i l d c a t ? 

16 A. This w i l l be a w i l d c a t w e l l . I t ' s more than two 

17 miles away from the nearest Morrow producer. 

18 Q. Are there any secondary o b j e c t i v e s i n the w e l l ? 

19 A. There's an Atoka and upper M i s s i s s i p p i a n , 

20 p o s s i b l y Wolfcamp. 

21 Q. Mr. Amiet, l e t ' s go t o what has been marked as 

22 Yates Petroleum Corporation E x h i b i t Number 6. Would you 

23 i d e n t i f y t h a t and review i t f o r Mr. Catanach? 

24 A. This i s a s t r u c t u r e map on top of the Morrow. 

25 The u n i t o u t l i n e i s shown i n yellow. This map i s showing 
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a l l w e l l s t h a t have been d r i l l e d , regardless of TD. 

Y o u ' l l n o t i c e the four purple spots over the 

w e l l s . Those are fo u r Morrow producers. I might mention 

t h a t of those f o u r producers only one i s economic. That's 

the w e l l down i n the southeast corner of the map i n Section 

25. The other t h r e e w e l l s have e i t h e r cum'd about h a l f a 

BCF or w i l l — we expect them t o cum about h a l f a BCF. I n 

order t o be an economic w e l l , you probably need a t l e a s t 

1.5 BCF. 

Q. Okay, what are the blue areas shaded on the map? 

A. The blue areas are i n d i c a t i n g the s t r u c t u r a l 

highs. The blue l i n e s are showing some of the i n c i s e d 

channels which, as you go downdip, develop i n t o k i n d of a 

fan system. Well l o c a t i o n s were determined from 

i n t e g r a t i n g both the seismic data and the w e l l c o n t r o l . 

I might also mention t h a t the Morrow p e n e t r a t i o n s 

are shown w i t h open purple c i r c l e s . I f you look i n Section 

24, i n k i n d of the southeast corner of the map, there's two 

w e l l s , Yates Petroleum Arreguy w e l l s . Those are both dry 

holes t h a t have the open c i r c l e s . So open c i r c l e s j u s t 

i n d i c a t e p e n e t r a t i o n through the Morrow. 

Q. What i s Yates E x h i b i t 7? 

A. That's a Morrow isopach map. I t shows the sand 

t h i c k n e s s . I t ' s i n d i c a t i n g a general east-west t r e n d . 

Again, the Morrow producers are shown w i t h p u r p l e . Now, 
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1 t h i s map extends about three-quarters of a m i l e f a r t h e r t o 

2 the east, so there are two more producers shown on t h i s 

3 map. The one i n Section 19, the Yates Pardner, i s an 

4 e x c e l l e n t w e l l . The other one up t o the n o r t h was an 

5 uneconomic w e l l . I t made about 100 m i l l i o n cubic f e e t of 

6 gas. I t ' s s t i l l producing. 

7 Q. I s Yates E x h i b i t 8 a w r i t t e n summary of your 

8 g e o l o g i c a l presentation? 

9 A. Yes, i t i s . 

10 Q. Refer t o t h i s summary and e x p l a i n t o the Examiner 

11 why Yates i s proposing t o attempt t o develop t h i s area 

12 under the proposed u n i t plan. 

13 A. These are expensive w e l l s t o d r i l l , they cost 

14 about $1.5 m i l l i o n each. We f e e l t h a t f o r m a t i o n of the 

15 u n i t w i l l r e s u l t i n a more reasonable development of these 

16 reserves. The pool can be more e f f e c t i v e l y developed under 

17 a u n i t p l a n . We're stepping out about two miles t o the 

18 west of any economic production. 

19 Also, I might mention t h a t t h e r e are no Morrow 

20 p e n e t r a t i o n s i n the u n i t o u t l i n e . So t h i s i s going t o be a 

21 rank w i l d c a t w e l l t h a t we're going t o be d r i l l i n g . 

22 Q. I n your o p i n i o n , w i l l approval of t h i s 

23 A p p l i c a t i o n be i n the best i n t e r e s t of conservation, the 

24 p r e v e n t i o n 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 

25 r i g h t s ? 
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A. Yes. 

Q. Were Yates E x h i b i t s 1 through 8 prepared by or 

compiled under your d i r e c t i o n and supervision? 

A. Yes, they were. 

Q. Can you t e s t i f y t o the accuracy of these 

e x h i b i t s ? 

A. Yes, I do. 

MR. CARR: Mr. Catanach, a t t h i s time we move the 

admission i n t o evidence of Yates E x h i b i t s 1 through 8. 

EXAMINER CATANACH: E x h i b i t s 1 through 8 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. You d i d n ' t have any w e l l c o n t r o l t o the west o f , 

say, Section 2 6 where t h a t ' s the l a s t Morrow p e n e t r a t i o n 

you have i n t h i s area? 

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

Q. So your geologic data west of t h a t p o i n t i s based 

on j u s t the w e l l c o n t r o l t o the east there? 

A. No, we a c t u a l l y have a 3-D seismic t h a t goes up 

about t o the southern edge of, I ' l l say, Section 15 and 16. 

So we do have some seismic, 3-D seismic c o n t r o l i n t h i s 

area. I t doesn't go — Well, I ' l l c o r r e c t i t . I t doesn't 

go a l l the way t o 16 and 21. I t k i n d of covers the n o r t h 

h a l f of s e c t i o n 22, so t h a t ' s how we picked the l o c a t i o n . 
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But i f the Section 22 w i l d c a t w e l l comes i n , we w i l l 

probably shoot more 3-D out t o the west. 

Q. You've shown t h a t w e l l — the proposed l o c a t i o n 

i s going t o encounter what you've shown i s a l i t t l e over 30 

f e e t of net pay i n t h a t Morrow? 

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

Q. And you've got a w e l l i n Section 13 t h a t you say 

i s uneconomic, w i t h about the same amount of pay? 

A. That's c o r r e c t . We j u s t d r i l l e d t h a t Chevy w e l l . 

A c t u a l l y , the two Yates w e l l s t h a t I t a l k e d about, the 

Arreguy w e l l s , and the Chevy w e l l were a l l d r i l l e d l a s t 

year. Just being i n the channel doesn't guarantee t h a t you 

get a good w e l l . We t r y t o d r i l l i n the lows. Sometimes 

we h i t the c l a y plug, sometimes we h i t good sand. 

There's a l o t of sand i n t h a t w e l l , i n the Chevy 

w e l l . I t had neutron d e n s i t y crossover, but i t j u s t d i d n ' t 

have the p o r o s i t y . Instead of having 8- t o 10-percent 

p o r o s i t y , a l o t of t h a t sand was down a t 5- or 6-percent 

p o r o s i t y . 

So again we're o p t i m i s t i c t h a t h o p e f u l l y t h a t ' s 

an anomalous w e l l , and i f we h i t t h a t much sand normally 

you get a good w e l l . 

Q. Your proposed l o c a t i o n i s going t o be u p s t r u c t u r e 

from the Chevy well? 

A. No, i t ' s going t o be downstructure — 
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Q. Downstructure, okay. 

A. — i t ' s going t o be deeper. There's a c t u a l l y a 

s t r u c t u r a l high j u s t t o the east, i f you look a t the 

s t r u c t u r e map. Just t o the east of t h a t w e l l , there's a 

high i n Section 14. We t h i n k there's sands coming o f f t h i s 

s t r u c t u r a l high, coming i n t o t h i s low, and so we're 

d r i l l i n g r i g h t adjacent or close t o t h a t high. 

Q. What's the p o t e n t i a l i n the M i s s i s s i p p i a n i n t h i s 

area? 

A. We've had several e x c e l l e n t M i s s i s s i p p i a n w e l l s . 

One of them IP'd — i t ' s q u i t e a ways t o the n o r t h — about 

2 m i l l i o n a day. And so f a r , t h a t w e l l has made several 

hundred m i l l i o n cubic f e e t of gas. There's an A u s t i n f i e l d 

t h a t ' s e x c l u s i v e l y M i s s i s s i p p i a n p r o d u c t i o n , upper 

M i s s i s s i p p i a n . Some of those w e l l s can range up t o 2, 3 

BCF of gas. So the M i s s i s s i p p i a n i s d e f i n i t e l y a t a r g e t . 

Q. A l l r i g h t . At t h i s p o i n t , you don't know where a 

subsequent w e l l may be d r i l l e d w i t h i n the u n i t ? 

A. I f t h a t w e l l comes i n , we a c t u a l l y have an 

approved l o c a t i o n i n Section 24, the Yates Bart. But 

because of the Chevy we're h o l d i n g o f f on t h a t w e l l . The 

Chevy i s an uneconomic w e l l , and the two Arreguy w e l l s are 

uneconomic w e l l s , so we're j u s t h o l d i n g o f f on t h a t 

l o c a t i o n a t t h i s time. We've d r i l l e d t h r e e uneconomic 

w e l l s on both sides of t h a t n o r t h h a l f of Section 24. But 
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t h a t might be a w e l l we'd come back. 

We also might go t o the west, although we'd 

probably shoot some seismic f i r s t . We t h i n k some of these 

channels e v e n t u a l l y are going t o fan out and develop i n t o 

more of a fan system t h a t might be more l a t e r a l l y 

continuous. Right now, t r y i n g t o h i t these narrow channels 

t h a t are maybe 400 or 500 f e e t wide i s a l o t of r i s k , and 

i f we can get t o a fan t o where the sands are spreading out 

and you get a more continuous sand development, i t would be 

a l o t easier t o h i t a good w e l l . 

So we could e i t h e r go t o the east or t o the west. 

EXAMINER CATANACH: I have no f u r t h e r questions. 

MR. CARR: Mr. Catanach, t h a t concludes our 

pr e s e n t a t i o n i n t h i s case. 

EXAMINER CATANACH: Do you have anything? 

MR. BROOKS: No. 

EXAMINER CATANACH: There being nothing f u r t h e r , 

Case 12,831 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

11:45 a.m.) 

* * * 
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