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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION COMMISSION 

CASE 9845 

COMMISSION HEARING 

IN THE MATTER OF: 

A p p l i c a t i o n o f Yates Energy C o r p o r a t i o n 

f o r Compulsory P o o l i n g , Eddy C o u n t y , 

New M e x i c o . 

TRANSCRIPT OF PROCEEDINGS 

BEFORE: WILLIAM LEMAY, CHAIRMAN 

WILLIAM WEISS, COMMISSIONER 

STATE LAND OFFICE BUILDING 

SANTA FE, NEW MEXICO 

F e b r u a r y 15, 1990 

ORIGINAL 
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CHAIRMAN LEMAY: Good m o r n i n g . I'm B i l l 

LeMay. T h i s i s Commissioner B i l l W e iss, and 

Commissioner Humphries w i l l n o t be w i t h us t o d a y , so 

y o u ' l l j u s t have two o f t h e T e r r i b l e Three B i l l s . 

T h i s i s t h e O i l C o n s e r v a t i o n Commission and 

we a r e c o n v e n i n a here t o h e a r , f i r s t o f a l l , Case 

Number 9845. 

MR. STOVALL: The a p p l i c a t i o n o f Yates 

Eneray C o r p o r a t i o n f o r c o m p u l s o r y p o o l i n g , Eddy 

C o u n t y , New M e x i c o . The A p p l i c a n t r e q u e s t s t h i s case 

be d i s m i s s e d . 

CHAIRMAN LEMAY: W i t h o u t o b j e c t i o n , Case 

Number 9845 w i l l be d i s m i s s e d . 

CUMBRE COURT REPORTING 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 
) ss . 

COUNTY OF SANTA FE ) 

I , C a r l a Diane R o d r i g u e z , C e r t i f i e d 

S h o r t h a n d R e p o r t e r and N o t a r y P u b l i c , HEREBY CERTIFY 

t h a t t h e f o r e o o i n q t r a n s c r i p t o f p r o c e e d i n g s b e f o r e 

t h e O i l C o n s e r v a t i o n Commission was r e p o r t e d by me; 

t h a t I caused my n o t e s t o be t r a n s c r i b e d under my 

p e r s o n a l s u p e r v i s i o n ; and t h a t t h e f o r e g o i n g i s a t r u e 

and a c c u r a t e r e c o r d o f t h e p r o c e e d i n g s . 

I FURTHER CERTIFY t h a t I am n o t a r e l a t i v e 

or employee o f any o f t h e p a r t i e s or a t t o r n e y s 

i n v o l v e d i n t h i s m a t t e r and t h a t I have no p e r s o n a l 

i n t e r e s t i n t h e f i n a l d i s p o s i t i o n o f t h i s m a t t e r . 

WITNESS MY HAND AND SEAL F e b r u a r y 28, 1990. 

My commission e x p i r e s : May 25, 1991 

CUMBRE COURT REPORTING 
(505) 984-2244 
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'30 JUL 23 m 9 09 

July 19, 1990 

State of New Mexico 
Oil Conservation Division 

Pursuant to the provisions of the captioned order, please be advised that 
all non-consenting parties, with the exception of Chevron USA, Inc., elected to 
participate in the drilling of the captioned well. 

Total well costs involved in said drilling will be provided to your office 
for review in the near future. 

Should you require additional information, please advise. 

Yours very truly, 

VATTC rwrRGY CORPORATION 

Pf 
Sharon R. Hamilton 
Landman 

SRH/jj 

P.O. Box 2323, Sunwest Centre, Suite 1010, Roswell, New Mexico 88202 [S05] 623-4935 - Fax [505] 623-4947 
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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

CASE 9845 

EXAMINER HEARING 

IN THE MATTER OF: 

A p p l i c a t i o n o f Yates Energy C o r p o r a t i o n 

f o r Compulsory P o o l i n g , Eddy C o u n t y , 

New Mexico 

TRANSCRIPT OF PROCEEDINGS 

BEFORE: MICHAEL E. STOGNER, EXAMINER 

STATE LAND OFFICE BUILDING 

SANTA FE, NEW MEXICO 

December 27 , 1989 

CUMBRE COURT REPORTING 
(505) 984-2244 
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A P P E A R A N C E S 

FOR THE DIVISION ROBERT G. STOVALL 
A t t o r n e y a t Law 
L e g a l C o u n s e l t o t h e D i v i s o n 
S t a t e Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 

FOR THE APPLICANT ERNEST L. PADILLA, ESQ. 
Post O f f i c e Box 2523 
Santa Fe, N.M. 87504-2523 

FOR EXPLORERS PETROLEUM, 
SPIRAL, INC., & 
HARVEY E. YATES CO. 

WILLIAM F. CARR, ESQ. 
Camp b e l l & B l a c k , P.A. 
Post O f f i c e Box 2208 
Santa Fe, N.M. 87504-2208 

CUMBRE COURT REPORTING 
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I N D E X 

Page Number 

Appea ranees 2 

SHARON R. HAMILTON 

E x a m i n a t i o n by Mr. P a d i l l a 4 
E x a m i n a t i o n by Mr. Carr 12 
E x a m i n a t i o n by H e a r i n g Examiner 14 

CURTIS A. ANDERSON 

E x a m i n a t i o n by Mr. P a d i l l a 17, 27 
E x a m i n a t i o n by H e a r i n g Examiner 24 
E x a m i n a t i o n by Mr. Ca r r 25 

C e r t i f i c a t e o f R e p o r t e r 29 

E X H I B I T S 

YATES ENERGY CORPORATION: 

EXHIBIT 1 5 

EXHIBIT 2 6 

EXHIBIT 3 6 

EXHIBIT 4 8 

EXHIBIT 5 9 

EXHIBIT 6 18 

EXHIBIT 7 19 

EXHIBIT 8 20 

EXHIBIT 9 23 

EXHIBIT 10 23 

CUMBRE COURT REPORTING 
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HEARING EXAMINER: I ' l l c a l l n e x t c a s e , No. 

9845, w h i c h i s t h e a p p l i c a t i o n o f Yates Energy 

C o r p o r a t i o n f o r c o m p u l s o r y p o o l i n g , Eddy C o u n t y , New 

Mex i c o . At t h i s t i m e I ' l l c a l l f o r a p p e a r a n c e s . 

MR. PADILLA: Mr. Examiner, I'm E r n e s t L. 

P a d i l l a o f Santa Fe, New M e x i c o , f o r t h e A p p l i c a n t . I 

have two w i t n e s s e s t o be sworn. 

MR. CARR: May i t p l e a s e t h e Exami n e r , my 

name i s W i l l i a m F. Carr w i t h t h e law f i r m o f Campbell 

and B l a c k , P.A., of Santa Fe. We r e p r e s e n t E x p l o r e r s 

P e t r o l e u m C o r p o r a t i o n , S p i r a l , I n c . , and Harvey E. 

Yates Company. I do n o t i n t e n d t o c a l l any 

w i t n e s s e s . 

HEARING EXAMINER: Thank y o u , Mr. C a r r . 

Are t h e r e any o t h e r a p p e a r a n c e s ? W i l l t h e w i t n e s s e s 

p l e a s e s t a n d t o be sworn a t t h i s t i m e . 

( T h e r e u p o n , t h e w i t n e s s e s were sworn.) 

HEARING EXAMINER: Mr. P a d i l l a ? 

SHARON R. HAMILTON 

C a l l e d as a w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t 

d u l y sworn upon her o a t h , t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. PADILLA: 

Q. Ms. H a m i l t o n , f o r t h e r e c o r d p l e a s e s t a t e 

you r f u l l name. 

CUMBRE COURT REPORTING 
(505) 984-2244 
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A. Sharon R. H a m i l t o n . 

Q. Ms. H a m i l t o n , f o r whom do you work? 

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

Q. What do you do w i t h Yates Energy? 

A. I 1m a 1andman. 

Q. Ms. H a m i l t o n , have you p r e v i o u s l y t e s t i f i e d 

b e f o r e t h e O i l C o n s e r v a t i o n D i v i s i o n as a p e t r o l e u m 

landman and had yo u r c r e d e n t i a l s a c c e p t e d as a m a t t e r 

of r e c o r d ? 

A. Yes, I hav e. 

Q. Have you p r e p a r e d c e r t a i n e x h i b i t s f o r 

i n t r o d u c t i o n i n t o t h i s h e a r i n g t o d a y ? 

A. Yes, s i r , I have. 

Q. Ms. H a m i l t o n , can you b r i e f l y t e l l us what 

t h e p u r p o s e of t h e h e a r i n g i s t o d a y ? 

A. We a r e r e q u e s t i n g a s t a n d a r d 4 0 - a c r e 

p r o r a t i o n f o r c e - p o o l i n g o r d e r . 

Q. And t h a t c o m p r i s e s what a c r e a g e ? 

A. The s o u t h e a s t o f t h e s o u t h w e s t q u a r t e r o f 

S e c t i o n 1 , i n Township 18 S o u t h , Range 31 E a s t . 

Q. L e t me r e f e r you t o what we have marked as 

E x h i b i t NO. 1 and have you i d e n t i f y t h a t f o r t h e 

Exam i n e r , p l e a s e . 

A. Yes, s i r . That i s a l a n d p l a t c o v e r i n g t h e 

18 S o u t h , 31 E a s t . The s o u t h e a s t o f t h e s o u t h w e s t i s 

CUMBRE COURT REPORTING 
(505) 984-2244 
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i n d i c a t e d i n y e l l o w i n S e c t i o n 1. 

Q. An y t h i n g f u r t h e r c o n c e r n i n g t h i s e x h i b i t ? 

A. No, s i r . 

Q. Ms. Ham i l t o n , you have — w e l l , t e l l us f i r s t 

what e f f o r t s you have made t o v o l u n t a r i l y p o o l t h i s 

p a r t i c u l a r 40-acre p r o r a t i o n u n i t ? 

A. We've su b m i t t e d AFEs and o p e r a t i n g 

agreements and requested p a r t i c i p a t i o n . We've a l s o 

requested farmout from those p a r t i e s not i n t e r e s t e d i n 

p a r t i c i p a t i n g . 

Q. Let me r e f e r you t o what we've marked as 

E x h i b i t No. 2 and have you i d e n t i f y t h a t f o r the 

Examiner. 

A. Yes, s i r . T h i s i s an ownership l i s t i n g of 

the acreage i n v o l v e d i n t h i s r e q u e s t , and i t i n d i c a t e s 

the exact ownership and who has committed and who has 

f a i l e d t o respond or has not e l e c t e d t o p a r t i c i p a t e . 

Q. And which of those p a r t i e s or e n t i t i e s are 

you seeking t o f o r c e p o o l at t h i s h e a r i n g ? 

A. The Heyco Employees, L t d . , E x p l o r e r s 

Petroleum C o r p o r a t i o n , S p i r a l , I n c . , W. T. Wynn and 

Chevron USA, I n c . 

Q. Ms. Ha m i l t o n , perhaps i t ' s best t o go t o 

E x h i b i t No. 3 and have you t e l l us what t h a t i s and 

what i t c o n t a i n s ? 

CUMBRE COURT REPORTING 
(505) 984-2244 
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A. These a r e c o p i e s o f t h e v a r i o u s 

c o r r e s p o n d e n c e and n o t i c e s t h a t have been s e n t t o t h e 

e n t i t i e s owning an i n t e r e s t i n t h i s a c r e a g e . 

Q. Now, go ahead and go t h r o u g h E x h i b i t 3 and 

t e l l us w h i c h o f t h o s e e n t i t i e s you have s e n t 

c o r r e s p o n d e n c e t o . 

A. Okay. We've s e n t l e t t e r s t o Harvey E. 

Yates Company p r o p o s i n g t h e i n i t i a l w e l l ; we've a l s o 

s u b m i t t e d AFEs and o p e r a t i n g agreements t o Harvey E. 

Yates Company. 

Q. D i d Harvey E. Yates Company agree t o 

p a r t i c i p a t e ? 

A. Yes, s i r , t h e y have e l e c t e d t o p a r t i c i p a t e . 

Q. What o t h e r c o r r e s p o n d e n c e have you se n t t o 

t h e o t h e r n o n p a r t i c i p a t i n g i n t e r e s t owners? 

A. We've a l s o sent them AFEs and r e q u e s t s t o 

p a r t i c i p a t e . They've a l s o r e c e i v e d n o t i c e s o f t h e 

h e a r i n g and o f t h e d a t e o f t h e h e a r i n g . 

Q. Who sen t t h e s e p a r t i e s n o t i c e s o f t h e 

h e a r i n g ? 

A. The i n i t i a l n o t i c e was s e n t by t h e Losee, 

Carson Law F i r m o f t h e a p p l i c a t i o n . 

Q. Now, you f i l e d an amended a p p l i c a t i o n i n 

t h i s case. Why d i d you do t h a t ? 

A. There was an e r r o r i n t h e i n i t i a l 

CUMBRE COURT REPORTING 
(505) 984-2244 
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a p p l i c a t i o n d e s c r i b i n g the e n t i r e S e c t i o n 1 , and we 

were only r e q u e s t i n g an a p p l i c a t i o n f o r the 40 acres. 

Q. Your a p p l i c a t i o n s s t a t e t h a t the l o c a t i o n 

i s going t o be 1930 from the west l i n e and 330 f e e t 

from the south l i n e of Se c t i o n 1. I s t h a t a standard 

l o c a t i o n ? 

A. Yes, s i r , i t i s . 

Q. I s t h a t , i n f a c t , the l o c a t i o n t h a t you're 

going t o a c t u a l l y d r i l l the w e l l ? 

A. A c t u a l l y , the l o c a t i o n w i l l p r o b a b l y have 

t o be moved, f o r t o p o g r a p h i c reasons, t o 1980 from the 

west l i n e and p o s s i b l e 400 from the south l i n e . 

Q. And what's the n a t u r e of the t o p o g r a p h i c 

problems? 

A. There are some e x i s t i n g r i g h t - o f - w a y s of 

p i p e l i n e i n the area. 

Q. Okay. I s t h a t l o c a t i o n s t i l l going t o be a 

standard l o c a t i o n ? 

A. Yes, s i r , i t w i l l s t i l l be standard i n the 

so u t h e a s t e r n and southwest q u a r t e r . 

Q. Ms. Ha m i l t o n , l e t ' s go on t o E x h i b i t No. 4 

and t e l l us what t h a t i s . 

A. E x h i b i t No. 4 i s j u s t a summary of the 

correspondence and the telephone c a l l s t h a t I have 

p e r s o n a l l y made i n regard t o t h i s d r i l l i n g . 

CUMBRE COURT REPORTING 
(505) 984-2244 
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0. Have you been p r i m a r i l y i n c h a r g e , f o r 

Harvey E. Y a t e s , f o r s e e k i n g v o l u n t a r y j o i n d e r f o r — 

A. For Yates Energy C o r p o r a t i o n ? 

Q. Yes, f o r Yates Energy C o r p o r a t i o n . 

A. Yes, I have. 

Q. I knew I wo u l d make t h a t m i s t a k e . At any 

r a t e , you have been i n v o l v e d i n a l l t h o s e 

c o m m u n i c a t i o n s , w h e t h e r o r a l or w r i t t e n ? 

A. Yes, s i r , I have. 

Q. Have t h e r e been any c o n c e r n s e x p r e s s e d t o 

you w i t h r e g a r d t o t h e d r i l l i n g o f t h e w e l l , o t h e r 

t h a n h a v i n g had no res p o n s e f r o m t h e n o n p a r t i c i p a t i n g 

i n t e r e s t owners? 

A. There was a q u e s t i o n on our d e s i r e d 

l o c a t i o n , b u t t h a t was t h e o n l y r e s p o n s e t h a t we 

r e c e i v e d . 

Q. Was t h a t r e s p o n s e made by t h e 

n o n p a r t i c i p a t i n g owners? 

A. Yes, s i r . 

Q. Ms. H a m i l t o n , l e t ' s go on t o E x h i b i t 5 and 

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

A. That i s t h e AFE t h a t was o r i g i n a l l y 

p r o p o s e d f o r t h e d r i l l i n g o f t h e w e l l . 

Q. Does t h a t AFE r e f l e c t r e a s o n a b l e w e l l c o s t s 

f o r d r i l l i n g o f t h e w e l l t o t h e Bone S p r i n g s 

CUMBRE COURT REPORTING 
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f o r m a t i o n ? 

A. Yes, s i r . That has been e s t a b l i s h e d i n 

t h i s a r e a . 

Q. By whom has t h a t been e s t a b l i s h e d ? 

A. Harvey E. Yates Company. 

Q. Now, d i d Harvey E. Yates company s i g n a 

s i m i l a r AFE? 

A. Yes, s i r , t h e y d i d . 

Q. Do you have a n y t h i n g f u r t h e r c o n c e r n i n g 

y o u r AFE? 

A. No, s i r , I do n o t . 

Q. Ms. H a m i l t o n , s h o u l d t h e D i v i s i o n a p p r o v e 

t h i s a p p l i c a t i o n , i s i t t h e d e s i r e o f Yates Energy t o 

be named t h e o p e r a t o r of t h e w e l l ? 

A. Yes, s i r , i t i s . 

Q. Now, can you g i v e us a recommendation as t 

what t y p e o f ov e r h e a d c h a r g e s you d e s i r e t h a t a 

D i v i s i o n Order c o n t a i n , s h o u l d t h e a p p l i c a t i o n be 

a p p r o v e d ; f i r s t , f o r a p r o d u c i n g w e l l r a t e and t h e n 

f o r a d r i l l i n g w e l l r a t e ? 

A. We have r e q u e s t e d a $550 p r o d u c i n g w e l l 

r a t e and $5,500 d r i l l i n g r a t e . 

Q. Where d i d you o b t a i n t h e s e f i g u r e s ? 

A. These were t h e most c u r r e n t f i g u r e s used 

a n o t h e r o p e r a t o r i n t h i s v i c i n i t y . 

CUMBRE COURT REPORTING 
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Q. And who i s t h a t o t h e r o p e r a t o r ? 

A. Harvey E. Yates Company. 

Q. Does Harvey E. Yates Company o p e r a t e w e l l s 

i n t h i s a r e a ? 

A. Yes, s i r , t h e y do. 

MR. PADILLA: Ms. H a m i l t o n , I b e l i e v e 

t h a t ' s a l l t h e q u e s t i o n s I have o f y o u . 

At t h i s t i m e we w o u l d i n t r o d u c e E x h i b i t s 1 

t h r o u g h 5, Mr. Examiner, and I wo u l d t e n d e r t h e 

w i t n e s s f o r c r o s s - e x a m i n a t i o n . 

HEARING EXAMINER: E x h i b i t s 1 t h r o u g h 5 

w i l l be a d m i t t e d i n t o e v i d e n c e a t t h i s t i m e . 

For t h e r e c o r d , Mr. C a r r , who are you 

r e p r e s e n t i n g t o d a y ? 

MR. CARR: We're r e p r e s e n t i n g Heyco, S p i r a l 

and E x p l o r e r s . 

HEARING EXAMINER: Okay. When you say 

"Heyco," a r e you r e p r e s e n t i n g - -

MR. CARR: Harvey E. Yates Company. 

HEARING EXAMINER: Okay. And how about t h e 

Heyco Employees, L t d . ? 

MR. CARR: We a r e . 

HEARING EXAMINER: So y o u ' r e r e p r e s e n t i n g 

a l l f o u r o f t h o s e ? 

MR. CARR: Yes, we a r e . 
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HEARING EXAMINER: Your w i t n e s s , Mr. C a r r . 

EXAMINATION 

BY MR.. CARR: 

Q. Ms. H a m i l t o n , my q u e s t i o n i s c o n c e r n i n g t h e 

l o c a t i o n o f t h e w e l l . The a p p l i c a t i o n t h a t I ' v e seen 

had a l o c a t i o n 1930 f r o m t h e west l i n e and 330 f r o m 

t h e s o u t h . The November 14 l e t t e r t o o t h e r i n t e r e s t 

owners had a l o c a t i o n 1980 f r o m t h e w e s t , 330 f r o m t h e 

s o u t h , and t o d a y we have a l o c a t i o n , I u n d e r s t a n d , 400 

f r o m t h e s o u t h and 1980 f r o m t h e w e s t ; i s t h a t 

c o r r e c t ? 

A. Yes, s i r . 

Q. I s t h e 1980 f r o m t h e west and 400 f r o m t h e 

s o u t h l i n e , i s t h a t a f i n a l l o c a t i o n or i s t h a t s t i l l 

under c o n s i d e r a t i o n ? 

A. I t i s s t i l l under c o n s i d e r a t i o n . W e ' l l 

have t o f u r t h e r v e r i f y t h e p i p e l i n e r i g h t - o f - w a y t h a t 

i s i n e x i s t e n c e a t t h i s t i m e . 

Q. Are you a l s o t r y i n g t o keep t h e w e l l a h a l f 

m i l e f r o m e x i s t i n g p r o d u c t i o n i n t h e a r e a ? 

A. Yes, s i r . 

0. At t h e p r e s e n t t i m e , i s t h e r e s e i s m i c or 

any o t h e r work b e i n g c o n d u c t e d t o c o n f i r m a l o c a t i o n ? 

A. Yes, s i r , i t ' s our u n d e r s t a n d i n g t h a t 

t h e r e ' s s e i s m i c work b e i n g c o n d u c t e d . 
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Q. I s t h a t b e i n g done b y — a n d i f you d o n ' t 

know, t e l l me--is t h a t b e i n g done by Yates Energy 

C o r p o r a t i o n or someone e l s e ? 

A. No, s i r . I t ' s b e i n g c o n d u c t e d by Chevron. 

Q. W i l l you have access t o t h a t ? 

A. Yes, s i r , we w i l l . 

Q. And w i l l t h e o t h e r i n t e r e s t owners i n t h e 

p r o j e c t a l s o have access t o t h a t ? 

A. They a l l have t h e o p t i o n t o e l e c t t o 

p a r t i c i p a t e . 

Q. W i l l t h e y have access t o t h a t s e i s m i c , do 

you know, b e f o r e t h e y make t h a t e l e c t i o n ? 

A. W e l l , I b e l i e v e t h a t i f t h e y e l e c t e d t o pay 

t h e i r p r o p o r t i o n a t e s h a r e o f t h e c o s t o f t h e s e i s m i c , 

t h e y w i l l be e n t i t l e d t o t h e i n f o r m a t i o n . 

Q. You i n d i c a t e d , I t h i n k , t h a t Heyco had 

agreed t o p a r t i c i p a t e i n t h e p r o j e c t ? 

A. Yes, s i r , t h e y d i d . 

Q. Was t h a t agreement under p r o t e s t ? 

A. They p r o t e s t e d t h e l o c a t i o n . 

Q. Was a f a r m o u t r e q u e s t made t o S p i r a l and 

E x p l o r e r s , as w e l l as t h e o t h e r i n t e r e s t owners? 

A. I d i r e c t l y d i d n o t make one. 

Q. Do you have any o t h e r i n f o r m a t i o n on t h a t ? 

A. No, s i r . 
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Q. Would anyone e l s e w i t h y o u r company have 

made t h a t f a r m o u t o f f e r ? 

A. I t m i g h t have been p o s s i b l e t h a t my b o s s , 

Fred Y a t e s , m i g h t have d i r e c t e d t h a t . 

Q. But you d o n ' t know? 

A. I d o n ' t have d i r e c t k n o w l e d g e . 

MR. CARR: T h a t ' s a l l I have. Thank y o u . 

EXAMINATION 

BY MR. STOGNER: 

Q. Ms. H a m i l t o n , about t h e l o c a t i o n , t h i s i s 

on f e d e r a l a c r e a g e , i s t h a t r i g h t ? 

A. Yes, s i r , i t i s . 

Q. T h i s 400 f r o m t h e s o u t h and 1980 f r o m t h e 

w e s t , has t h a t been a p p r o v e d by t h e BLM or has 

a r c h a e o l o g i c a l work been done on t h a t w e l l s i t e ? 

A. We have done a r c h a e o l o g i c a l s u r v e y t o t h e 

1980/330 l o c a t i o n . But i f i t i s d e t e r m i n e d t h a t i t ' s 

n e c e s s a r y t o go 400 f e e t , w e ' l l have t o do an 

a d d i t i o n a l s u r v e y . 

Q. Okay. Now, you m e n t i o n e d t o p o g r a p h y 

r e a s o n s because of t h e move f r o m t h e o r i g i n a l 

l o c a t i o n . What were t h o s e t o p o g r a p h y p r o b l e m s ? 

A. T h e r e ' s an e x i s t i n g p i p e l i n e i n t h e a r e a 

and we were t r y i n g t o a v o i d any d i s t u r b a n c e of t h e 

r i g h t - o f - w a y . 
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Q. When I go t o E x h i b i t No. 3, t h e f i r s t page 

i s t h e September 1 s t l e t t e r t o Harvey E. Yates 

Company, and t h e n t h e t h i r d page i s t h e November 1 4 t h 

E x p l o r e r s P e t r o l e u m C o r p o r a t i o n , S p i r a l , Heyco, I 

guess t h a t ' s one s i n g l e e n t i t y t o t h a t p a r t i c u l a r 

R o s w e l l a d d r e s s , i s t h a t c o r r e c t ? 

A. Yes, s i r . 

Q. Was t h e r e any c o m m u n i c a t i o n p r i o r t o 

November 1 4 t h t o t h e s e t h r e e p a r t i e s ? 

A. There was a t e l e p h o n e n o t i f i c a t i o n . A l l o f 

t h e s e e n t i t i e s a r e l o c a t e d i n t h e same complex. 

Q. Okay. But as f a r as w r i t t e n n o t i f i c a t i o n , 

t h e r e was none p r i o r t o November 1 4 t h ? 

A. No, s i r , n o t a f o r m a l w r i t t e n l o c a t i o n . 

Q. When was yo u r f i r s t c o n t a c t made 

w i t h - - w r i t t e n c o n t a c t - - m a d e w i t h t h e Wynn and t h e 

Chevron group ? 

A. Chevron's i n i t i a l n o t i f i c a t i o n was November 

6 t h - - I ' m s o r r y . Excuse me. I t was September 22nd, 

was t h e i n i t i a l w e l l p r o p o s a l . 

Q. And t h a t i s p a r t o f yo u r E x h i b i t 3, i s t h a t 

c o r r e c t ? 

A. Yes, s i r , i t s h o u l d be. 

Q. I t h i n k I f o u n d i t h e r e whenever I asked 

t h e q u e s t i o n . B u t , anyway, I do have i t i n f r o n t o f 

CUMBRE COURT REPORTING 
(505) 984-2244 



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 

16 

me. And the Wynn i n t e r e s t s ? 

A. November 7 t h . 

Q. Have you r e c e i v e d any response from the 

Wynn i n t e r e s t s ? 

A. I've spoken t o him, but he had not made a 

d e c i s i o n at the t i m e . 

Q. When d i d you speak t o him l a s t ? 

A. I t was the f i r s t p a r t of December. 

Q. Okay. On your overhead charges you had 

mentioned, I b e l i e v e t h a t ' s $5,500 d r i l l i n g and $550 

p r o d u c i n g , i s t h a t c o r r e c t ? 

A. Yes, s i r . 

Q. You r e f e r r e d t o a rec e n t w e l l d r i l l e d by 

the Harvey E. Yates Company f o r where those f i g u r e s 

had come from? 

A. Yes, s i r . 

Q. That p a r t i c u l a r Harvey E. Yates w e l l , was 

t h a t d r i l l e d t o the same depth i n the Bone Springs 

f o r m a t i o n ? 

A. Yes, s i r , i t ' s i n t h a t Bone Springs f i e l d . 

Q. Was i t a p a r t of f o r c e p o o l i n g or had 

everybody agreed t o t h a t p a r t i c u l a r w e l l ? 

A. I b e l i e v e i t was v o l u n t a r i l y . 

Q. Do you know i f the same p a r t i e s as you're 

f o r c e p o o l i n g today agreed t o Harvey Yates Company's 
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w e l l s , or was t h e r e some o t h e r i n t e r e s t i n v o l v e d ? 

A. I'm n o t e x a c t on t h a t . 

HEARING EXAMINER: Are t h e r e any o t h e r 

q u e s t i o n s o f t h i s w i t n e s s ? I f n o t , she may be--

MR. PADILLA: No f u r t h e r q u e s t i o n s , Mr. 

Examiner. 

HEARING EXAMINER: Thank y o u , Mr. P a d i l l a , 

i f n o t , Ms. H a m i l t o n may be ex c u s e d . 

MR. PADILLA: C a l l Mr. Anderson a t t h i s 

t i m e . 

CURTIS A. ANDERSON 

C a l l e d as a w i t n e s s h e r e i n , h a v i n g been f i r s t d u l y 

sworn upon h i s o a t h , t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. PADILLA: 

Q. Mr. An d e r s o n , s t a t e y o u r f u l l name, p l e a s e 

A. C u r t i s A. An d e r s o n . 

Q. Mr. Ande r s o n , y o u ' r e a p e t r o l e u m g e o l o g i s t 

A. Yes. 

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

O i l C o n s e r v a t i o n D i v i s i o n and had your c r e d e n t i a l s 

a c c e p t e d as a p e t r o l e u m g e o l o g i s t ? 

A. Y e s , I h a v e . 

Q. Have you p r e p a r e d c e r t a i n e x h i b i t s , 

g e o l o g i c e x h i b i t s , f o r i n t r o d u c t i o n a t t h i s h e a r i n g 
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today? 

A. Yes, I have. 

MR. PADILLA: Mr. Examiner, we tender Mr. 

Anderson as an exp e r t p e t r o l e u m g e o l o g i s t . 

HEARING EXAMINER: Mr. Anderson i s so 

q u a l i f i e d . 

Q. Mr. Anderson, l e t ' s jump r i g h t i n t o your 

E x h i b i t No. 6 and have you i d e n t i f y t h a t f o r the 

Examiner, p l e a s e . 

A. E x h i b i t No. 6 i s a p r o d u c t i o n map of the 

o b j e c t i v e p r ospect area. The w e l l s c i r c l e d i n green 

are producers from the p r i m a r y o b j e c t i v e , f i r s t Bone 

Springs carbonate i n t e r v a l . The c i r c l e s c o l o r e d i n 

ye l l o w are producers from the second Bone Springs 

sand, which i s a secondary o b j e c t i v e i n the proposed 

l o c a t i o n s i n the southwest — excuse me, the southeast 

q u a r t e r of the southwest q u a r t e r of S e c t i o n 1 , and i t 

i s a red square on the map. 

The c l u s t e r of w e l l s on the l e f t , which i s 

west, comprises the Tamano Bone S p r i n g f i e l d s , and the 

c l u s t e r of w e l l s on the r i g h t , which i s on the East, 

i s the Young Norre Bone S p r i n g f i e l d . And the dashed 

l i n e i s the t r a c e of c r o s s - s e c t i o n A-A prime, which 

goes thr o u g h the proposed l o c a t i o n and i s the s u b j e c t 

of the next e x h i b i t . 
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Q. Mr. Anderson, you have o u t l i n e d S e c t i o n 1 

i n y e l l o w . I s t h e r e any p a r t i c u l a r s i g n i f i c a n c e t o 

t h a t o u t l i n e ? 

A. Only i n the f a c t t h a t I t h i n k the w o r k i n g 

i n t e r e s t owners at the proposed l o c a t i o n i s c o n s i s t e n t 

t h r o u g h o u t the S e c t i o n , and t h i s i s the area t h a t 

Yates Energy C o r p o r a t i o n has an i n t e r e s t i n . 

Q. I s t h a t i n l i n e w i t h the E x h i b i t No. 2 t h a t 

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

A. Yes. 

Q. I s t h a t a l l you have on E x h i b i t No. 6? 

A. Yes. 

Q. Let' s go on t o E x h i b i t No. 7, p l e a s e , and 

have ycu t e l l the Examiner what t h a t i s . 

A. E x h i b i t No. 7 i s a s t r a t i g r a p h i c 

c r o s s - s e c t i o n A-A prime, w i t h west on your l e f t , east 

on your r i g h t . T h i s c r o s s - s e c t i o n i s hung on the top 

of the f i r s t Bone Springs sand. 

The p u r p l e l i n e i s the top i s the F i r s t 

Bone Spr i n g Carbonate, which i s the p r i m a r y o b j e c t i v e 

at the proposed l o c a t i o n . W i t h i n the f i r s t Bone 

Spri n g carbonate you have l a b e l e d the Thornbush 

Dolomite I n t e r v a l and the Young Deep Dolomite 

I n t e r v a l , and these i n t e r v a l s are c o l o r e d i n green. 

These are the p r i m a r y o b j e c t i v e s and p r o d u c i n g pay 
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zones w i t h i n the f i r s t Bone S p r i n g c a r b o n a t e . 

Q. Mr. Anderson, does t h i s green correspond 

w i t h the g r e e n - c o l o r e d w e l l s i n the E x h i b i t No. 6? 

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

Q. Okay. Go ahead, Mr. Anderson. 

A. Okay. What's c o l o r e d i n red i s p o r o s i t y or 

neut r o n p o r o s i t y g r e a t e r than or equal t o s i x p e r c e n t , 

and t h i s i s the s u b j e c t of the next e x h i b i t , which i s 

an isopach of t h i s p o r o s i t y . 

Q. Are you ready t o go on t o the next e x h i b i t 

now ? 

A. I would also l i k e t o p o i n t out what i s 

l a b e l e d S t r u c t u r a l Datum, and t h a t i s the c o r r e l a t i o n 

p o i n t t h a t the f i n a l e x h i b i t , which i s a s t r u c t u r e 

map, i s contoured on. 

Q. Okay. L e t ' s go on now t o E x h i b i t 8. 

A. E x h i b i t No. 8 also shows the green c i r c l e s 

which are producers from the F i r s t Bone Sp r i n g 

Carbonate and t h e - - o f course, the contour l i n e s 

r e p r e s e n t the isopach of the p o r o s i t y t h a t was shown 

on the c r o s s - s e c t i o n . 

Now, i f y o u ' l l note the g e n e r a l east/west 

t r e n d of p o r o s i t y f i x , these r e p r e s e n t d o l o m i t e 

d e t r i t a l wedges — these are wedges t h a t c o l l e c t e d on 

the f o r e - r e e f s ide of the ABO r e e f . Now, the ABO r e e f 
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i s s u b p a r a l l e l t o t h i s east/west t r e n d and i s l o c a t e d 

j u s t o f f the map area from one and a h a l f t o two and a 

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

These d o l o m i t e d e t r i t a l s c o l l e c t e d on the 

f o r e - r e e f side of the r e e f and present t h i s east/west 

t r e n d . 

Q. I s t h a t a gen e r a l east/west t r e n d ? 

A. Yes, s i r . 

Q. Okay. 

A. I n r e f e r e n c e t o the r i s k i n d r i l l i n g f o r 

t h i s as an o b j e c t i v e , I would l i k e t o p o i n t out the 

w e l l t h a t ' s l o c a t e d i n the northwest of the northwest 

of S e c t i o n 9, of 18 South, 32 East, i s a p r o d u c i n g 

w e l l from the F i r s t Bone S p r i n g Carbonate I n t e r v a l . 

I t has produced 205,000 b a r r e l s of o i l ; and the 

subsequent, west o f f s e t , l o c a t e d i n the n o r t h e a s t t o 

the n o r t h e a s t of S e c t i o n 8, was a dr y h o l e . You can 

see t h a t the p o r o s i t y i n t e r v a l t h i n n e d i n t h a t 

d i r e c t i o n and no commercial p r o d u c t i o n was e s t a b l i s h e d 

i n t h a t p a r t i c u l a r zone. 

Q. Mr. Anderson, i n l o o k i n g at your e x h i b i t s 

and going back t o E x h i b i t No. 6, wouldn't i t be 

p o s s i b l y more prudent t o d r i l l a w e l l i n the southwest 

q u a r t e r of the southwest q u a r t e r of S e c t i o n 1? 

A. No, s i r . That would enhance your 
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p o s s i b i l i t i e s of co m p l e t i n g i n t h i s Second Bone S p r i n g 

sand i n t e r v a l , which i s the secondary o b j e c t i v e here. 

That, we don't f e e l , i s a co m m e r c i a l l y v i a b l e 

o b j e c t i v e f o r d r i l l i n g at t h i s depth i n t h i s area. I t 

makes a good secondary o b j e c t i v e or b a i l - o u t zone. 

We a n t i c i p a t e , and of course the isopach 

map shows i t , t h a t the d e p o s i t i o n a l s i t u a t i o n at the 

proposed l o c a t i o n i s v e r y s i m i l a r t o the s i t u a t i o n you 

see j u s t over t o the east and contoured i n the young 

North Bone Springs F i e l d . We f e e l t h a t moving e a s t , 

away from those w e l l s i n S e c t i o n 2, of 18 South, 31 

East, w i l l s t a y w i t h i n the d e p o s i t i o n a 1 - - t h e t h i c k 

d e p o s i t i o n a l p o r o s i t y zone, and w i l l encounter good 

Bone S p r i n g carbonate r e s e r v o i r and j u s t i f y the 

d r i l l i n g of the w e l l . 

Q. And a g a i n , i s t h a t because you want t o 

d r i l l the upper zone, or your p r i m a r y t a r g e t i s the 

upp e r zone? 

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

Q. I n other words, you want t o d r i l l a green 

w e l l ? 

A. That's r i g h t . We would l i k e t o end up w i t h 

a green c i r c l e . 

Q. Do you have a n y t h i n g f u r t h e r c o n c e r n i n g 

t h i s e x h i b i t so f a r ? Are you ready t o move now t o 
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E x h i b i t . No. 9? 

A . Yes r s i r . 

Q. Okay. L e t ' s go t o E x h i b i t No. 9 and have 

you i d e n t i f y t h a t , p l e a s e , f o r t h e E x a m i n e r . 

A. E x h i b i t No. 9 i s a s t r u c t u r e map, and a g a i n 

t h i s i s drawn on t o p o f what i s l a b e l e d S t r u c t u r a l 

Datum on t h e c r o s s - s e c t i o n , w h i c h i s a l s o t h e t o p o f 

t h e young deep d o l o m i t e . 

I n d i c a t e d i n p u r p l e on t h e r e i s j u s t an 

o u t l i n e o f t h e d e p o s i t i o n as we saw i t f r o m t h e 

i s o p a c h map. We n o t e t h a t t h e p r o p o s e d l o c a t i o n i s on 

s t r u c t u r a l s t r i k e w i t h t h o s e f i r s t Bone S p r i n g 

c a r b o n a t e p r o d u c e r s i n t h e Tamano F i e l d l o c a t e d j u s t 

i m m e d i a t e l y t o t h e s o u t h w e s t , and s h o u l d be w i t h i n t h e 

t h i c k p o r o s i t y i n t e r v a l w i t h i n t h e f i r s t Bone S p r i n g 

d o l o m i t e . 

Q. A n y t h i n g f u r t h e r on t h i s e x h i b i t , Mr. 

Anderson? 

A. No, s i r . 

Q. L e t ' s go on now t o yo u r f i n a l E x h i b i t No. 

10, and i d e n t i f y t h a t f o r t h e Exa m i n e r , p l e a s e ? 

A. E x h i b i t No. 10 i s s i m p l y a summary o f t h e 

t e s t i m o n y I have j u s t g i v e n . 

Q. Mr. Anderson, w o u l d a p p r o v a l o f t h i s 

a p p l i c a t i o n be i n t h e b e s t i n t e r e s t o f c o n s e r v a t i o n o f 
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o i l and gas, i n your o p i n i o n ? 

A. Yes. 

MR. PADILLA: Mr. Examiner, we tender 

E x h i b i t s 6 th r o u g h 10, and we pass the w i t n e s s at t h i s 

t i m e . 

HEARING EXAMINER: E x h i b i t s 6 th r o u g h 10 

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

EXAMINAT ION 

BY MR. STOGNER: 

Q. Mr. Anderson, you show a plugged and 

abandoned or a d r y w e l l i n the s o u t h e a s t - s o u t h e a s t of 

Sec t i o n 1. Was t h a t a Bone Springs t e s t ? 

A. No, s i r . I t was a shallo w t e s t . 

Q. When you say "s h a l l o w , " d i d i t not 

p e n e t r a t e the Bone Spring? 

A. No, s i r . 

Q. Now, t o the south i n S e c t i o n 12 t h e r e are 

also s e v e r a l - - w e l l , l e t ' s look at those d ry hole 

markers t h r o u g h o u t Sections 7, 12 and 13. Are those 

a l l s h a l l o w , d ry w e l l s t h a t d i d not p e n e t r a t e the Bone 

Springs? 

A. A l l the d r y hole markers? 

Q. Yeah, i n Sections 7 and 12 e s p e c i a l l y . 

A. Okay. Note the w e l l i n the southeast of 

the n o r t h w e s t . I t was a p e n e t r a t i o n . 
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Q. And t h a t ' s i n S e c t i o n 7, r i g h t ? 

A. Yes. I'm s o r r y , yes, i n S e c t i o n 7; and th< 

dry hole marker i n the southwest of the southwest of 

Se c t i o n 12. On the p r o d u c t i o n map i t shows up as a 

dry h o l e . And t h a t was a r e c e n t l y d r i l l e d d r y hole 

l o c a t i o n . The other w e l l s are not deep enough. 

Q. Did you use some seismic i n f o r m a t i o n t o 

i n t e r p r e t t h i s area between the two p o o l s - -

A. No, s i r . 

Q. -- t h e North Young and the--how do you 

pronounce t h a t , Tamano? 

A. Tamano. Tamano. No, s i r , I haven't. 

HEARING EXAMINER: Mr. Carr, do you have 

any q u e s t i o n s of t h i s w i t n e s s ? 

MR. CARR: Yes, I have j u s t a couple. 

HEARING EXAMINER: Mr. Carr. 

EXAMINATION 

BY MR. CARR: 

Q. Mr. Anderson, we've had s e v e r a l l o c a t i o n s 

mentioned as t h i s p r o s p e c t has developed. I n your 

o p i n i o n , would any of the l o c a t i o n s t h a t have been 

discussed be l e s s r i s k y than any ot h e r ? 

A. No, s i r . 

Q. So the movement t h a t you're c o n s i d e r i n g 

would not a f f e c t the r i s k ? 
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A. No, s i r . 

Q. I n terms of the seismic work t h a t ' s 

c u r r e n t l y being run by Chevron, has Yates Energy p a i d 

i t s share and w i l l have access t o t h a t b e f o r e you 

a c t u a l l y spud ? 

A. Before we a c t u a l l y spud, yes. 

Q. W i l l t h a t l i n e a c t u a l l y connect those two 

areas d e p i c t e d on your E x h i b i t No. 6? 

A. Yes, s i r . 

Q. So you w i l l have t h a t a d d i t i o n a l 

i n f o r m a t i o n b e f o r e you go forward? 

A. We'll have t h a t i n f o r m a t i o n b e f o r e the w e l l 

should be spud. I'm not sure where they are at t h i s 

time i n c o n d u c t i n g t h i s s eismic survey. 

Q. But you don't p l a n t o spud u n t i l you get t o 

see i t ? 

A. We pla n t o spud whenever we have our 

r u l i n g . 

Q. Would you do t h a t b e f o r e you have the 

seismic data t o review t o c o n f i r m the l o c a t i o n ? 

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

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

HEARING EXAMINER: Tha n k y o u Mr. C a r r . Mr. 

P a d i l l a , do you have any other q u e s t i o n s ? 

MR. PADILLA: No f u r t h e r q u e s t i o n s . 
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HEARING EXAMINER: Mr. P a d i l l a , e i t h e r I 

missed i t or i t wasn't covered, about the r i s k p e n a l t y 

f a c t o r . 

MR. PADILLA: I ' l l ask t h a t . 

EXAMINATION 

BY MR. PADILLA: 

Q. Mr. Anderson, you mentioned something i n 

your t e s t i m o n y c o n c e r n i n g the r i s k of t h i s w e l l , but I 

f a i l e d t o ask you what r i s k p e n a l t y you recommend. 

A. I recommend the 200 p e r c e n t , or maximum. 

MR. PADILLA: No f u r t h e r q u e s t i o n s . 

HEARING EXAMINER: Thank you, Mr. P a d i l l a . 

Mr. Carr, do you have any q u e s t i o n s c o n c e r n i n g t h e 

r i s k p e n a l t y ? 

MR. CARR: No q u e s t i o n s . 

HEARING EXAMINER: N e i t h e r do I . Mr. 

Anderson, you may be excused. Mr. P a d i l l a , do you 

have a n y t h i n g else? 

MR. PADILLA: Nothing e l s e . 

HEARING EXAMINER: Mr. Carr, do you have 

a n y t h i n g f u r t h e r ? 

MR. CARR: Not h i n g f u r t h e r , Mr. Examiner. 

HEARING EXAMINER: Does anybody else have 

a n y t h i n g f u r t h e r i n Case No. 9845? I f n o t , t h i s case 

w i l l be taken under advisement. 
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L e t ' s t a k e a b o u t a f i v e - m i n u t e r e c e s s t o 

p r e p a r e f o r t h e n e x t case. 
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