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

2 8:26 a.m.: 

3 EXAMINER CATANACH: A l l r i g h t , a t t h i s time I ' l l 

4 c a l l Case 12,938, the A p p l i c a t i o n of Yates Petroleum 

5 Corporation f o r approval of a u n i t agreement, Chaves 

6 County, New Mexico. 

7 C a l l f o r appearances. 

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

9 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 

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

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

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

13 Can we swear i n the witness a t t h i s time? 

14 (Thereupon, the witness was sworn.) 

15 TIM MILLER. 

16 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 

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

18 DIRECT EXAMINATION 

19 BY MR. CARR: 

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

21 A. My name i s Tim M i l l e r . 

22 Q. Mr. M i l l e r , where do you reside? 

23 A. I re s i d e i n Carlsbad, New Mexico. 

24 Q. By whom are you employed? 

25 A. Yates Petroleum Corporation. 
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Q. And what i s your p o s i t i o n w i t h Yates Petroleum 

Corporation? 

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

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

Mexico 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 A p p l i c a t i o n f i l e d on 

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

A. Yes, I am. 

Q. Are you f a m i l i a r w i t h the Yates proposed Ten M i l e 

State/Federal 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 area which i s a f f e c t e d by t h i s A p p l i c a t i o n ? 

A. Yes, I am. 

Q. Mr. M i l l e r , have you also made a g e o l o g i c a l study 

of t he area involved i n t h i s case? 

A. Yes, I have. 

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

work w i t h the Examiners? 

A. Yes, I am. 
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1 MR. CARR: Are the witness's q u a l i f i c a t i o n s 

2 acceptable? 

3 EXAMINER CATANACH: Mr. M i l l e r i s so q u a l i f i e d . 

4 Q. (By Mr. Carr) I n i t i a l l y , would you summarize f o r 

5 the Examiner what i t i s t h a t Yates seeks w i t h t h i s 

6 A p p l i c a t i o n ? 

7 A. We're seeking approval of the Ten M i l e 

8 State/Federal Exploratory U n i t , agreement on v o l u n t a r y 

9 e x p l o r a t o r y u n i t c o n t a i n i n g approximately 3440 acres of 

10 State of New Mexico lands and 600 acres of f e d e r a l lands, 

11 l o c a t e d i n Chaves County, New Mexico. 

12 Q. Mr. M i l l e r , the d i f f e r e n c e between the number of 

13 acres t h a t you're seeking here today and those set f o r t h i n 

14 the l e g a l advert f o r t h i s case, there are approximately 4 00 

15 acres. What i s the reason f o r t h i s discrepancy? 

16 A. Because Myco I n d u s t r i e s d i d not want t o be 

17 u n i t i z e d . 

18 Q. And when we get t o the p l a t of the u n i t area, you 

19 w i l l be able t o — 

20 A. Yes. 

21 Q. — i d e n t i f y those? 

22 A. Yes, I w i l l . 

23 Q. You've 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 

24 today? 

25 A. Yes, I have. 
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Q. Let's go t o what has been marked as Yates 

Petroleum Corporation E x h i b i t Number 1, and I ' d ask you t o 

i d e n t i f y t h a t f o r the Examiner. 

A. This i s the U n i t Agreement. 

Q. I s t h i s agreement based on the s t a t e / f e d e r a l 

form, agreement f o r e x p l o r a t o r y u n i t s ? 

A. Yes, i t i s . 

Q. Let's go t o what has been marked Yates E x h i b i t 

Number 2, and I ' d ask you t o i d e n t i f y and review t h i s f o r 

the Examiner. 

A. This i s an o u t l i n e of the proposed Ten M i l e U n i t . 

I t includes — i s i n Township 14 South, Range 28 East, i n 

Chaves County, New Mexico, and i t includes a l l of Sections 

32, 33, 28, 29 and p o r t i o n s of 21 and p o r t i o n s of Section 

20. 

Q. And i f we look a t t h i s e x h i b i t , i n the 

northwestern p o r t i o n of the u n i t area, t h e r e i s a lease 

shown as a Myco I n d u s t r i e s lease. I s t h a t the p r o p e r t y 

which i s not included i n the u n i t agreement as o r i g i n a l l y 

proposed? 

A. Yes, i t i s . 

Q. And Mr. Frank Yates e l e c t e d and decided he d i d n ' t 

want the acreage included i n the u n i t ; i s t h a t r i g h t ? 

A. That's r i g h t . 

Q. How many State of New Mexico leases are we 

STEVEN T. BRENNER, CCR 
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d e a l i n g with? 

A. We're de a l i n g w i t h — l e t ' s see here, one, two, 

t h r e e , f o u r , f i v e , s i x , seven — j u s t l o o k i n g a t the map — 

e i g h t , nine, t e n of them. 

Q. And how many f e d e r a l leases are involved? 

A. Federal leases i n s i d e the u n i t are — Well, one, 

exclu d i n g the 40 i n — t h a t Myco wants out of t h e r e . 

Q. Let me ask you t o r e f e r t o what has been marked 

as Yates Petroleum Corporation E x h i b i t Number 3. Would you 

i d e n t i f y t h a t f o r me? 

A. E x h i b i t Number 3 i s a breakdown of the s e c t i o n s , 

and the number of acres i n the s e c t i o n and the u n i t , and 

the lessees of record and the working i n t e r e s t owners. 

Q. Does e x h i b i t show each lease i n the u n i t area? 

A. Yes, i t does. 

Q. And i t shows the number of acres i n v o l v e d i n each 

lease? 

A. Yes, i t does. 

Q. And i t i n d i c a t e s those which are f e d e r a l and 

those which are state? 

A. Yes, i t does. 

Q. And i t also shows t h a t Tract Number 3 i s the 

f e d e r a l lease t h a t i s not going t o be included i n the 

u n i t — 

A. Yes, i t i s , t h a t ' s c o r r e c t . 
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Q. Let's go t o what has been marked as E x h i b i t 

Number 4. Would you i d e n t i f y t h i s , please? 

A. E x h i b i t Number 4 i s the approval l e t t e r from the 

State Land O f f i c e , from Mr. Pete Martinez, s t a t i n g t h a t 

they — they're i n favor of — they have s a i d t h e i r 

approval f o r the formation of the u n i t . 

Q. And i s t h i s p r e l i m i n a r y approval — I s f i n a l 

approval conditioned upon the desi g n a t i o n from the Bureau 

of Land Management of the u n i t area as an area t h a t can be 

s u c c e s s f u l l y developed under the u n i t plan? 

A. Yes, i t i s . 

Q. What i s the s t a t u s of the e f f o r t s t o o b t a i n t h a t 

d e s i g n a t i o n from the Bureau of Land Management? 

A. I spoke w i t h Armando Lopez l a s t Thursday morning, 

showed him the o u t l i n e and the u n i t agreement, and they 

v e r b a l l y s a i d they are f i n e w i t h i t , and we are j u s t 

w a i t i n g on an approval l e t t e r a t t h i s time. 

Q. When t h a t l e t t e r i s received, w i l l you submit a 

copy t o the O i l Conservation D i v i s i o n ? 

A. Yes, we w i l l . 

Q. Does Yates Petroleum Corporation d e s i r e t o be 

designated u n i t operator? 

A. Yes, i t does. 

Q. Mr. M i l l e r , when we look a t t h i s u n i t area, most 

of the lands i n the u n i t area are owned or operated by 
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1 Yates Petroleum Corporation or r e l a t e d e n t i t i e s ; i s t h a t 

2 co r r e c t ? 

3 A. Yes, i t i s . 

4 Q. What percent of the working i n t e r e s t i n the area 

5 has been v o l u n t a r i l y committed t o t h i s u n i t plan? 

6 A. 98.8 percent. 

7 Q. When we go t o the u n i t agreement, does i t provide 

8 f o r p e r i o d i c f i l i n g of plans of development w i t h t he State 

9 Land O f f i c e ? 

10 A. Yes, i t does. 

11 Q. W i l l these plans also be f i l e d w i t h the O i l 

12 Conservation D i v i s i o n a t the time they are f i l e d w i t h the 

13 Land O f f i c e ? 

14 A. Yes, they w i l l . 

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

16 A. B a s i c a l l y every s i x months. 

17 Q. And then a f t e r t h a t you f i l e annual plans of 

18 development? 

19 A. Yes, we do. 

20 Q. What horizons are being u n i t i z e d i n t h i s proposed 

21 Ten M i l e State/Federal Exploratory Unit? 

22 A. I t would be the Morrow. 

23 Q. What i s the l o c a t i o n i n the u n i t area — and you 

24 might look a t the p l a t and i d e n t i f y the l o c a t i o n of the 

25 i n i t i a l t e s t w e l l on the u n i t area. 

STEVEN T. BRENNER, CCR 
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1 A. I f you look a t the land p l a t , which i s E x h i b i t 

2 Number 2, the proposed t e s t w e l l i s down i n Section 33, 

3 1650 from the n o r t h and east l i n e . 

4 Q. And what acreage w i l l be dedicated t o t h a t w ell? 

5 What w i l l be the spacing u n i t f o r the well? 

6 A. I t would be the east h a l f of Section 33. 

7 Q. And approximately t o what depth w i l l i t be 

8 d r i l l e d ? 

9 A. 8500 f e e t . 

10 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 ? 

11 A. Primary o b j e c t i v e i s the Morrow fo r m a t i o n . 

12 Q. And i s t h i s w e l l as proposed going t o be i n an 

13 e s t a b l i s h e d p o o l , or w i l l i t be a w i l d c a t ? 

14 A. I t w i l l be a w i l d c a t . 

15 Q. Are t h e r e w e l l s w i t h i n the u n i t area t h a t have 

16 penetrated the Morrow formation? 

17 A. There are two w e l l s t h a t have penetrated the 

18 Morrow formation. One w e l l i s i n Section 32, i n the 

19 northwest q u a r t e r , the o l d Yates Petroleum Nine M i l e State 

20 Number 1; and then i n the northeastern p a r t of Section 28, 

21 Rodman Corporation's Number 1 State. 

22 Q. Did e i t h e r of these w e l l s produce from the 

23 Morrow? 

24 A. No, they do not. 

25 Q. Are t h e r e secondary o b j e c t i v e s i n the u n i t area? 

STEVEN T. BRENNER, CCR 
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A. Yes, th e r e are secondary o b j e c t i v e s . The main 

secondary o b j e c t i v e , i f the Morrow i s not present, would be 

Atoka. 

Q. Let's go t o E x h i b i t Number 5, the gross isopach 

of the Morrow e l a s t i c s , and I ' d ask you i d e n t i f y i t and 

e x p l a i n t o Mr. Catanach what t h i s e x h i b i t shows. 

A. Okay, E x h i b i t Number 5, which i s a map as Mr. 

Carr has s a i d , a gross isopach map from the top of the 

Morrow e l a s t i c s t o the top of the A u s t i n c y c l e , t h i s i s 

b a s i c a l l y a gross isopach of t h a t i n t e r v a l , and what I 

b a s i c a l l y c a l l i t i s a t h i c k / t h i n map. 

And as you're l o o k i n g on the map and you see the 

o u t l i n e of the u n i t i n green and the 40 acres i n t h e 

southwest of the northwest of Section 21 t h a t i s out of the 

u n i t , t h i s map d e p i c t s the gross thickness from t o p - o f -

Morrow e l a s t i c s t o A u s t i n cycle t h a t we — might occur 

throughout t h i s area. The general t r e n d i s b a s i c a l l y from 

the n o r t h northwest t o the south southeast. 

Our proposed l o c a t i o n , as you can see, t h a t i s 

1650 from the northeast i n Section 33, we hope t o a t l e a s t 

have 130 f e e t or more of t h i s gross s e c t i o n Morrow 

e l a s t i c s , top of the Au s t i n cycle. Having a t h i c k e r 

s e c t i o n enables you t o have a higher percentage of maybe 

encountering Morrow sandstones, two or th r e e or f o u r , 

maybe, i n the area. 
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The w e l l s down toward the lower r i g h t - h a n d corner 

of the map, the r e are three w e l l s i n Section 3 down t h e r e , 

there's a middle w e l l , you can see t h a t the w e l l t o the 

l e f t — and when we look a t the cro s s - s e c t i o n l a t e r , the 

names of these w e l l s , and you can see the thic k n e s s on the 

cr o s s - s e c t i o n , what they look l i k e . 

The w e l l t o l e f t , 76, the middle w e l l i s 93 f e e t , 

and the w e l l t o the r i g h t , a t the end, t h e r e , of A', i s 66 

f e e t . This i s the thickness, l i k e I s t a t e d , from the 

Morrow e l a s t i c s t o the A u s t i n c y c l e . 

Like I sa i d , the t r e n d i s g e n e r a l l y n o r t h 

northwest t o south southeast. You also see where I have a 

t h i n . This i s — B a s i c a l l y you have a t h i n n i n g of t h i s 

s e c t i o n . You look a t the w e l l i n Section 32, i t only has 

83 f e e t . I f you go northeast of t h a t i n Section 28, t h a t 

w e l l j u s t has a maximum of only 17 f e e t . So there's very 

l i t t l e room f o r an accumulation, a gross accumulation from 

the Morrow e l a s t i c s t o the top of the A u s t i n c y c l e . 

And b a s i c a l l y , you can t h i n k of t h i s as maybe a 

d e p o s i t i o n a l center f o r a channel i n here, w i t h the 

deposits of sand. Think of the t h i n s as the r i d g e or the 

h i l l and the t h i c k s as the lows or where you're going t o 

have an accumulation of sandstone. 

Q. A l l r i g h t , l e t ' s go t o E x h i b i t Number 6, the 

gross sand map. Would you review t h a t , please? 
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A. E x h i b i t Number 6 b a s i c a l l y f o l l o w s along w i t h 

E x h i b i t Number 5. E x h i b i t Number 6 b a s i c a l l y gives you the 

o u t l i n e of the proposed u n i t and our proposed l o c a t i o n down 

th e r e i n the northeast quarter of Section 33. 

This map depi c t s the Morrow gross sand of gamma-

ray u n i t s on an e-log of less than 50 gamma-ray u n i t s , 

which means you're l o o k i n g f o r clean sands, clean 

sandstones, and i f you have clean sandstones you have a 

b e t t e r chance of maybe — of them being p r o d u c t i v e . The 

contour i n t e r v a l s are every t e n f e e t . 

Again, as you can see, where we have our proposed 

l o c a t i o n we're hoping t o get a t l e a s t 3 0 f e e t or b e t t e r of 

sandstones. Now, what t h i s would be, you could p o s s i b l y 

maybe have one sandstone t h a t ' s 30 f e e t , or you could have 

t h r e e separate sandstones of t e n f e e t apiece. 

I t g e n e r a l l y runs i n t o trends s i m i l a r t o the 

gross isopach map, n o r t h northwest t o south southeast, and 

b a s i c a l l y we see where the t h i c k sands are i n here. They 

b a s i c a l l y f o l l o w i n w i t h the t h i c k s on E x h i b i t 5. And 

where you have t h i n n e r p a r t s of the sands, or say you're 

out of the channels, you'd be i n the t h i n s . That's showed 

i n the t h i n s i n E x h i b i t 5. 

Q. Mr. M i l l e r , were these l a s t two e x h i b i t s , 5 and 

6, prepared from w e l l c o n t r o l or seismic inf o r m a t i o n ? 

A. Well c o n t r o l . 

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



15 

1 Q. And they each show a t r a c e f o r a subsequent 

2 cross-section? 

3 A. Yes, they do. 

4 Q. Are you ready t o go t o the cross-section? 

5 A. Yes, I am. 

6 Q. A l l r i g h t , would you r e f e r t o E x h i b i t 7 and 

7 review t h a t ? 

8 A. Okay. And probably f o r — j u s t t o see where the 

9 cr o s s - s e c t i o n i s going, i f you j u s t hold out E x h i b i t 5, 

10 t h a t w i l l help you f o l l o w along a l i t t l e e a sier. 

11 Okay, the cross-section b a s i c a l l y goes from the 

12 northwest t o the southeast. I f we s t a r t on the l e f t - h a n d 

13 side of the cross-section up t h e r e , Meridian O i l ' s 

14 Cannonball Number 1, looking a t t h i s , the c r o s s - s e c t i o n , 

15 you have the d i f f e r e n t formations labeled Atoka, top of 

16 Morrow e l a s t i c s , A u s t i n cycle and the Chester f o r m a t i o n . 

17 The cross- s e c t i o n , j u s t l o o k i n g a t a general 

18 overview, the green-colored i n t e r v a l i s the Morrow e l a s t i c s 

19 s e c t i o n , which i s from the top of the Morrow e l a s t i c s t o 

20 the top of the Au s t i n cycle, which — t h i s i s what 

21 b a s i c a l l y E x h i b i t 5 i s t r y i n g t o show. 

22 I f we s t a r t a t the l e f t , a t the Meridian O i l , 

23 which on your gross isopach, your E x h i b i t 5, i s up t h e r e i n 

24 the l e f t - h a n d corner i n Section 7, t h i s w e l l has 116 f e e t 

25 of Morrow e l a s t i c s t o A u s t i n c y c l e . U n f o r t u n a t e l y i n t h i s 
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w e l l , as f a r as an example showing where we'd have a t h i c k 

accumulation of sandstones, t h i s w e l l had b a s i c a l l y none, 

had b a s i c a l l y no clean sandstones here. 

I t does have, as you can see, up i n the Atoka, an 

Atoka sand. This b a s i c a l l y — w e l l , was never put on 

pro d u c t i o n . 

I f you move t o the r i g h t — we're b a s i c a l l y 

moving t o the east on E x h i b i t 5 — you see a very o l d w e l l , 

the Honolulu O i l Corporation Malco-Federal Number 1. You 

can see our i n t e r v a l s t a r t i n g t o t h i n a l i t t l e t o 88 f e e t . 

As you can see, there are three sands i n here t h a t are 

col o r e d yellow, the gamma ray i s colored y e l l o w on i t . 

That's d e p i c t i n g three sands. 

The red-color — i f you want t o say upside-down 

t r i a n g l e t h e r e — i s the symbol f o r a DST. They a c t u a l l y 

DST'd 8245 t o 8426, and they recovered b a s i c a l l y only 150 

f e e t of s l i g h t l y gas-cut mud. 

Moving t o the next w e l l , which would be again a t 

your E x h i b i t 5, moving t o the southwest, the Larue and 

Muncy w e l l i n Section 20, we are t h i n n i n g up a l i t t l e more 

t o 75 f e e t , and t h i s b a s i c a l l y has a t h i n Morrow sandstone, 

around t h r e e t o fou r f e e t t h i c k , w i t h a l i t t l e p o r o s i t y , 

maybe two or thr e e percent. That's what's col o r e d i n red, 

and t h a t ' s the gas crossover. This b a s i c a l l y i s a neutron 

d e n s i t y l o g . 

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



17 

Moving t o the next w e l l , which i s the Clements 

Energy w e l l , which again i s moving t o the southwest i n 

Section 30, again you see we are c o n t i n u i n g t o t h i n up t o 

60 f e e t . Again, i t has a t h i n Morrow sand of maybe about 

f o u r f e e t , w i t h maybe two f e e t of p o r o s i t y hanging i n the r e 

around e i g h t percent, and you j u s t have b a s i c a l l y a very 

t h i n p o r o s i t y i n t e r v a l w i t h some s l i g h t gas i n t o i t . 

And the next w e l l , which i s Rodman Corporation, 

as you can see, we're b a s i c a l l y t h i n n i n g up t o j u s t 17 

f e e t . There i s not enough s e c t i o n f o r b a s i c a l l y any type 

of what we would consider a sandstone d e p o s i t i o n . So 

b a s i c a l l y you have no Morrow sand i n t h i s a t a l l . 

Moving t o the next w e l l , which i s the Yates 

Petroleum o l d Nine Mile State Number 1, we s t a r t t h i c k e n i n g 

up again t o 83 f e e t , which on the map i n E x h i b i t 5 i s down 

i n Section 32. I t has 88 f e e t , but again t h e r e was no sand 

development here. 

Now, the next — our proposed w e l l i s where the 

cr o s s - s e c t i o n goes t o , and lo o k i n g a t our t h i c k / t h i n map, 

or the gross isopach map, which i s E x h i b i t 5, we are 

p r o j e c t i n g t h a t we have a chance of encountering 130 f e e t 

or more of t h i s M o r r o w - c l a s t i c s - t o - A u s t i n - c y c l e i n t e r v a l , 

which h o p e f u l l y w i l l enable us t o maybe have one, two or 

th r e e sandstones. Possibly you could have a sandstone as 

on the sandstone map of 3 0 f e e t , or you could have p o s s i b l y 
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t h r e e sandstones o f , say, 10 f e e t each i n t h i c k n e s s . 

The next w e l l i s another o l d Yates Petroleum 

w e l l , the B u f f a l o V a l l e y Number 1 i n Section 3. This t h i n s 

up again, you can see, from our proposed l o c a t i o n . We go 

from 13 0 f e e t back up t o 76 f e e t . I t does have one t h i n 

Morrow sand i n i t , p o s s i b l y two t o thr e e f e e t t h i c k , w i t h a 

l i t t l e p o r o s i t y i n i t and a l i t t l e gas e f f e c t . 

The w e l l t h a t probably r e a l l y demonstrates t h i s 

i s the next w e l l on the cross-section, which i s Dominion 

E x p l o r a t i o n and Production Stardust Number 3 i n Section 3, 

and t h i s has 93 f e e t . And i n t h i s gross 93-foot i n t e r v a l , 

they encountered b a s i c a l l y 37 f e e t of sand, one sandstone. 

Very clean sand, very good p o r o s i t y . 

The upper h a l f of i t , as you can see, you're 

probably averaging about 12 t o 13 t o 14 percent. That's 

what's colored i n red, the crossover or the neutron d e n s i t y 

curves. 

The bottom h a l f of i t i s around 8 t o 9 t o 10 

percent. 

This w e l l i s b a s i c a l l y producing r i g h t now, and 

b a s i c a l l y i s producing around a h a l f a m i l l i o n a day. 

The l a s t w e l l on the cro s s - s e c t i o n i s the Chi 

Energy w e l l . I t i s a dry hole. So we t h i n from the 

Dominion E x p l o r a t i o n of 93 f e e t t o Chi Operating's w e l l of 

8 6 f e e t . They d i d have two Morrow sandstones i n t h e r e , 
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each around s i x f e e t . They d i d run a DST. They recovered 

some gas, but they decided not t o t r y t o produce these 

w e l l s . 

But b a s i c a l l y the c r o s s - s e c t i o n gives you an idea 

of what I'm t r y i n g t o show on the t h i c k / t h i n map, and we 

f e e l t h a t i f we have — i f we encounter a t h i c k s e c t i o n 

from the top of the Morrow e l a s t i c s t o the A u s t i n c y c l e , we 

have a b e t t e r chance of h o p e f u l l y encountering a Morrow 

sand zone, p o s s i b l y one as t h i c k as the Dominion w e l l , 37 

f e e t t h i c k , or have two or three of v a r i a b l e t h i c k n e s s . 

Q. Mr. M i l l e r , i s E x h i b i t Number 8 a summary of your 

geologic presentation? 

A. Yes, i t i s . 

Q. R e f e r r i n g t o t h i s , would you j u s t b r i e f l y 

summarize f o r the Examiner why Yates i s proposing t o 

develop t h i s area under a u n i t plan. 

A. Well, we're — Yates Petroleum Corporation i s 

proposing t o develop t h i s under a u n i t p lan because 

b a s i c a l l y t h i s i s a very rank w i l d c a t area t o explore f o r 

Morrow sand, and we f e e l t h a t forming a u n i t , we would have 

t i m e l y e f f o r t t o t r y t o develop the area and p o s s i b l y be i n 

a development scheme t h a t i f our proposed — or the i n i t i a l 

w e l l , 1650 from the n o r t h and east i n Section 33, h i t s w i t h 

one t h i c k sand or two t o t h r e e t h i n n e r sands, t h a t you 

could see we would be developing the t r e n d b a s i c a l l y 
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1 northwest of t h i s w e l l , t r y i n g t o stay i n the t h i c k e r p a r t 

2 of the map s e c t i o n . 

3 And we be l i e v e t h a t , again, 2 0 f o o t or b e t t e r 

4 would be — of sand would be economic t o d r i l l these w e l l s 

5 f o r . 

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

7 A p p l i c a t i o n and development of t h i s acreage under the u n i t 

8 pla n be i n the best i n t e r e s t of conservation, the 

9 prev 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 

10 r i g h t s ? 

11 A. Yes, i t w i l l . 

12 Q. How soon does Yates plan t o — or hope t o d r i l l 

13 the i n i t i a l t e s t well? 

14 A. We hope t o d r i l l i t as soon as p o s s i b l e . 

15 Q. Do you have leases e x p i r i n g i n t h i s area? 

16 A. Yes, we have two leases t h a t go out December 1st. 

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

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

19 A. Yes, they were. 

20 MR. CARR: Mr. Examiner, a t t h i s time we'd move 

21 the admission i n t o evidence of Yates Petroleum Corporation 

22 E x h i b i t s 1 through 8. 

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

24 admitted as evidence. 

25 MR. CARR: And t h a t concludes my d i r e c t 
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1 examination of Mr. M i l l e r . 

2 EXAMINATION 

3 BY EXAMINER CATANACH: 

4 Q. Mr. M i l l e r , the l a s t w e l l on the c r o s s - s e c t i o n , 

5 d i d you say t h a t was not producing? 

6 A. The Chi — are you — the Chi Operating? 

7 Q. Yes. 

8 A. Yes, i t ' s not, i t ' s a dry hole. 

9 Q. I t ' s a dry hole. So the only one producing on 

10 t h i s c r o s s - s e c t i o n i s the Stardust? 

11 A. Right. 

12 Q. And t h a t had what, 28 f e e t of sand? I s t h a t 

13 r i g h t ? 

14 A. B a s i c a l l y around 37 gross f e e t . 

15 Q. 37 gross. 

16 A. B a s i c a l l y , as you see, the blue symbols w i t h the 

17 holes, they p e r f o r a t e d the whole s e c t i o n of the sand. 

18 Q. Uh-huh. Okay, so the Nine M i l e w e l l i n Section 

19 3 2, you sa i d , d i d n ' t have sand development, but you show 14 

20 f e e t on your E x h i b i t Number 6. I s i t j u s t t h a t t h a t d i d n ' t 

21 have enough sand? I s t h a t what you're — 

22 A. Yes, t h a t d i d n ' t have enough sand. 

23 Q. So t h a t was not productive? 

24 A. Not pr o d u c t i v e , r i g h t . 

25 Q. Okay, the acres i n Section 20, t h a t was 
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1 o r i g i n a l l y a l l included i n the u n i t ? 

2 A. O r i g i n a l l y , i t was. 

3 Q. And a p o r t i o n of t h a t was taken out because Myco 

4 d i d not — 

5 A. Right. 

6 Q. — want t o p a r t i c i p a t e ? 

7 A. Yes, i t was. 

8 Q. Do you know why they d i d n ' t or — 

9 A. Mr. Frank Yates, J r . , j u s t d i d not want i t i n the 

10 u n i t . 

11 Q. Well, i f you're using your 20-foot c r i t e r i a , t h a t 

12 west h a l f of Section 20 wouldn't n e c e s s a r i l y be p r o d u c t i v e 

13 anyway; i s t h a t your — 

14 A. Right. 

15 Q. — i n t e r p r e t a t i o n ? 

16 A. Right. And b a s i c a l l y f e l t since i t ' s — you 

17 know, i t 's Myco I n d u s t r i e s ' and i t ' s a d i f f e r e n t lease, he 

18 j u s t d i d not want t o become p a r t of the u n i t . 

19 Q. Okay. Who have you not go t t e n approval f o r the 

20 u n i t operations from? 

21 A. BLM. 

22 Q. Pardon me? 

23 A. BLM. 

24 Q. No, I mean which i n t e r e s t owners, what i n t e r e s t 

25 owners have not approved? Do you know? 
J 
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A. I t ' s a l l Yates. 

MR. CARR: Mr. Catanach, th e r e are two i n t e r e s t 

owners, Myco and Paul Slayton. Those are the only i n t e r e s t 

owners t h a t are not i n , and they are also the i n t e r e s t 

owners i n the acreage i n Section 2 0 t h a t d i d not want t o be 

includ e d and also owned some i n t e r e s t i n the northwest of 

the southwest of 21. And i t i s t h a t i n t e r e s t t h a t means 

t h a t 98 percent-plus of the working i n t e r e s t i s committed 

i n s t e a d of 100 percent. 

EXAMINER CATANACH: So being t h a t t h a t i n t e r e s t 

i s not committed, how i s t h a t t r e a t e d , Mr. Carr? 

MR. CARR: I t w i l l be t r e a t e d j u s t on a lease 

basis. I f i t i s i n a spacing u n i t dedicated t o a w e l l , i t 

won't have i t s i n t e r e s t p r o p o r t i o n a t e l y reduced as t o a 

u n i t share but w i l l share on a lease basis. 

Q. (By Examiner Catanach) Mr. M i l l e r , you mentioned 

some secondary t a r g e t s . Do you want t o discuss t h a t a 

l i t t l e b i t or — 

A. Secondary t a r g e t s up above the Morrow, you could 

p o s s i b l y have Atoka sands. 

Q. Now, does t h i s u n i t agreement s p e c i f i c a l l y say 

the Morrow, or i s i t a l l formations? 

A. I t says Morrow. 

MR. CARR: I t says a l l . 

THE WITNESS: I t does say a l l . I thought i t was 
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1 a l l — 

2 EXAMINER CATANACH: A l l formations. 

3 MR. CARR: A l l formations, yes, s i r . 

4 EXAMINER CATANACH: So, Mr. Carr, are we 

5 excluding t h a t acreage i n Section 21 from the u n i t ; i s t h a t 

6 what we1 re proposing t o do? 

7 MR. CARR: Well, the way i t works i s , i t ' s j u s t a 

8 v o l u n t a r y c o n t r a c t , and everybody w i t h i n the u n i t area t h a t 

9 commits t o the u n i t plan shares pursuant t o the terms and 

10 p r o v i s i o n s of the u n i t plan. I f an i n t e r e s t owner e l e c t s 

11 not t o p a r t i c i p a t e , then they are not committed t o the 

12 agreement. 

13 This i s n ' t l i k e s t a t u t o r y u n i t i z a t i o n where we 

14 f o r c e them i n , and so they e l e c t t o not p a r t i c i p a t e . And 

15 then i f a w e l l i s d r i l l e d , f o r example, on e i t h e r the west 

16 h a l f or the south h a l f of Section 21, then t h a t t r a c t would 

17 j u s t share on a lease but not u n i t i z e d basis. Just the 

18 nature of the v o l u n t a r y u n i t . 

19 EXAMINER CATANACH: But we've normally included 

2 0 t h a t acreage i n the u n i t ; i s t h a t — 

21 MR. CARR: I t ' s not t o be t r e a t e d or carved out 

22 of the u n i t . I t ' s w i t h i n the u n i t area. I t j u s t doesn't 

23 p a r t i c i p a t e under the u n i t plan. 

2 4 EXAMINER CATANACH: Okay. So the t o t a l acreage 

25 i s 3400 acres? 
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1 MR. CARR: 3440. 

2 EXAMINER CATANACH: 3440 would i n c l u d e t h a t 40-

3 acre t r a c t ? 

4 MR. CARR: Yes, i t does. I t ' s i n , i t ' s j u s t a 

5 normal p a r t i c i p a t i n g t r a c t , and t h a t ' s why you have 98 

6 percent of the working i n t e r e s t committed. That's the 

7 approximately 2 percent of the t o t a l u n i t area. 

8 Q. (By Examiner Catanach) Mr. M i l l e r , when i s the 

9 t e s t w e l l t o be commenced? 

10 A. As soon as possib l e . But of course we have two 

11 leases t h a t go out December 20th — or December 1st. You 

12 can see them i f you look a t the E x h i b i t 2. They are the 

13 west h a l f of Section 28 and what i s a l l s t a t e lease i n 

14 Section 29. 

15 EXAMINER CATANACH: Okay. 

16 EXAMINATION 

17 BY MR. JONES: 

18 Q. Mr. M i l l e r , the Stardust 3 Federal Number 1 — 

19 A. Right. 

20 Q. — p r e t t y good development of the Morrow t h e r e . 

21 And the gamma ray i s g e t t i n g d i r t i e r as you go up i n the 

22 Morrow, so i t ' s f i n i n g upward, p o r t i o n of the gamma ray --

23 A. Yeah, f i n i n g upward, I b e l i e v e i t ' s — 

24 Q. What does t h a t mean, the ocean i s moving which 

25 way? 
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A. Oh, t h a t means f i n e r — t h a t j u s t means f i n e r 

g r a i n s of — f i n e r g r a i n s of sand, p o s s i b l y — maybe the 

water i n the channel i s moving a l i t t l e f u r t h e r t o the east 

of t h i s w e l l , p o s s i b l y . 

Q. What about — So you're b a s i c a l l y going f o r a 

s t r a t i g r a p h i c p l a y here, not a s t r u c t u r a l — 

A. Right. 

Q. — component at a l l ? 

A. Right. 

Q. Okay. And what k i n d of range of reserves are you 

l o o k i n g at? 

A. There are w e l l s t h a t are — and of course they're 

not on t h i s , but there's a f i e l d c a l l e d B u f f a l o V a l l e y 

south of t h i s about four or f i v e m i les. There are w e l l s 

t h a t have made anywhere from 8 BCF t o 4 BCF. So we have 

p o s s i b i l i t i e s of g e t t i n g a w e l l , you know, p o s s i b l y t h a t 

good. We're lo o k i n g probably more a t 3- or 4-BCF w e l l s i n 

t h i s area. 

And f r a n k l y , t h i s i s — t a k i n g the Morrow up t h i s 

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

And as you can see from the maps, there's j u s t not too many 

deep p e n e t r a t i o n s up through here. There are some w e l l s 

t h a t have penetrated the Morrow, but again, the way I've 

mapped i t I f e e l t h a t they j u s t weren't i n the h e a r t of the 

channel t o t r y t o encounter productive Morrow sands. 
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Q. So what geologic r i s k f a c t o r would you say f o r 

t h i s w e l l ? I s i t one i n fou r or one i n s i x or what? 

A. You could probably — around one i n f o u r , j u s t t o 

give i t a number. 

MR. JONES: That's a l l of my questions. 

EXAMINER CATANACH: Mr. Carr, on the l e t t e r from 

the Commissioner of Public Lands, i t doesn't c i t e the 

acreage. I s t h a t the same acreage t h a t you're proposing 

today? 

MR. CARR: Yes, i t i s . When i t was reviewed w i t h 

the Land O f f i c e , the acreage contracted out of the 

northwest, and t h a t p o r t i o n of Section 21 was also 

reviewed. 

And I bel i e v e from conversations yesterday w i t h 

Mr. Martinez a t the Land O f f i c e t h a t he discussed t h i s w i t h 

Mr. Lopez a t the BLM. 

EXAMINER CATANACH: And y o u ' l l submit t h a t l e t t e r 

from the BLM? 

MR. CARR: Yes, we w i l l . 

EXAMINER CATANACH: Did you have any questions? 

EXAMINER BROOKS: Under the terms of t h i s u n i t 

agreement, t h e r e i s a w e l l t h a t ' s d r i l l e d i n the u n i t t h a t 

i ncludes t h i s northwest t o the southwest of 21. Would 

the — The uncommitted i n t e r e s t s would share i n costs and 

revenues based on t h e i r percentage ownership and — 

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



28_ 

MR. CARR: Yes. 

EXAMINER BROOKS: — the r e s t of i t would be by 

the people i n the u n i t i n p r o p o r t i o n t o t h e i r ownership i n 

the u n i t ? 

MR. CARR: Correct. 

EXAMINER BROOKS: Because Yates owns a l l the 

u n i t , so t h a t wouldn't make any d i f f e r e n c e i n t h i s 

instance? 

MR. CARR: That's how — 

EXAMINER BROOKS: Yates and the State? 

MR. CARR: Yes. 

EXAMINER BROOKS: Right. Okay, thank you. 

EXAMINER CATANACH: Anything f u r t h e r , Mr. Carr? 

MR. CARR: Nothing f u r t h e r . 

EXAMINER CATANACH: Okay, t h e r e being n o t h i n g 

f u r t h e r i n t h i s case, Case 12,938 w i l l be taken under 

advisement. 

(Thereupon, these proceedings were concluded a t 

8:56 a.m.) 

* * * 
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