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MR. STOGNER: C a l l next Case 

Number 8826. 

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

Harvey E. Yates Company f o r compulsory p o o l i n g , Lea County, 

New Mexico. 

MR. STRAND: Mr. Examiner, I'm 

Robert H. Strand o f the f i r m o f Atwood, Malone, Mann & 

Turner i n Roswell, r e p r e s e n t i n g the a p p l i c a n t , and I have 

two witnesses t o be sworn. 

MR. STOGNER: Are there any 

other appearances? 

W i l l the witnesses please stand 

a t t h i s time and be sworn? 

(Witnesses sworn.) 

MR. STOGNER: Mr. Strand? 

ROBERT BELL, 

being c a l l e d as a witness and being du l y sworn upon h i s 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 
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DIRECT EXAMINATION 

BY MR. STRAND: 

Q Please s t a t e your name. 

A Robert H. B e l l . 

Q Mr. B e l l , where do you reside and by whom 

are you employed? 

A I reside i n Roswell, New Mexico. I'm em

ployed w i t h the Harvey E. Yates Company i n Roswell. 

Q And what i s your p o s i t i o n w i t h Harvey E. 

Yates Company? 

A Petroleum landman . 

Q Mr. B e l l , have you t e s t i f i e d before the 

D i v i s i o n i n the past and are your q u a l i f i c a t i o n s as a land

man a matter o f record? 

A Yes, I have, and yes, they are. 

MR. STRAND: I s Mr. B e l l con

sidered q u a l i f i e d ? 

MR. STOGNER: Mr. B e l l i s so 

q u a l i f i e d . 

Q Mr. B e l l , would you please s t a t e the pur

pose o f the a p p l i c a t i o n i n t h i s case? 

A Mr. Examiner, i n Case Number 8826 the ap

p l i c a n t , Harvey E. Yates Company, seeks an order p o o l i n g a l l 

unleased and uncommitted mineral i n t e r e s t u n d e r l y i n g the 
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northeast quarter o f the southeast quarter o f Section 8, 

Township 16 South, Range 37 East i n Lea County, New Mexico, 

from the surface t o the top o f the Northeast Lovington Penn 

Pool, and un d e r l y i n g the n o r t h h a l f o f the southeast quarter 

i n the i n t e r v a l comprising the Northeast Lovington Penn 

Pool. 

Q Mr. B e l l , I r e f e r you t o what we have de

signated as E x h i b i t Number One. W i l l you please describe 

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

A Yes, s i r . E x h i b i t Number One i s a p l a t 

o u t l i n i n g our proposed l o c a t i o n o f the Lovington 8-2 Well. 

Q Mr. B e l l , you have designated on t h i s 

p l a t an 80-acre p r o r a t i o n u n i t . W i l l t h a t be the 80-acre 

p r o r a t i o n u n i t i n the Northeast Lovington Penn Pool? 

A Yes, s i r . 

Q And i s the purpose o f requesting p o o l i n g 

o f the northeast o f the southeast — 

A Yes, s i r , northeast o f the southeast. 

Q Northeast o f the southeast a 40-acre pro

r a t i o n u n i t i n the event you would complete the w e l l at a 

shallower depth as an o i l w e l l ? 

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

MR. STRAND: Mr. Examiner, I 

p r e v i o u s l y sent t o you a l e t t e r requesting t h a t t h i s case be 

re a d v e r t i s e d t o cover the a d d i t i o n a l p o o l i n g of the n o r t h -
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east quarter o f the southeast q u a r t e r , and I would request 

t h a t t h a t be done. 

MR. STOGNER: Thank you, Mr. 

Strand. Inasmuch as t h i s case was and w i l l be r e a d v e r t i s e d 

f o r the March 5th, 1986, hearing t o include t h a t 40 acres 

u n d e r l y i n g the northeast quarter o f the southeast q u a r t e r , 

t o take care o f a l l formations from the surface t o the top 

of the Lovington — Northeast Lovington Penn Pool, at t h i s 

time w e ' l l go ahead and hear testimony and a t the 5th hear

ing we w i l l c a l l f o r any a d d i t i o n a l testimony there might 

be. 

MR. STRAND: Thank you, Mr. 

Taylor. 

Q Mr. B e l l , the — i s the proposed l o c a t i o n 

f o r your w e l l a standard l o c a t i o n i n e i t h e r case o f the 40-

acre p r o r a t i o n u n i t or the 80-acre p r o r a t i o n u n i t ? 

A Yes, i t i s . 

Q I r e f e r you t o what we've designated as 

E x h i b i t Number Two. Would you please describe t h a t ? 

A E x h i b i t Number Two i s a l i s t comprising 

ten mineral owners under the southeast quarter o f Section 8, 

who we have not been able t o l o c a t e . 

I t a lso gives a breakdown o f t h e i r 

mineral i n t e r e s t under the southeast q u a r t e r . 

Q I r e f e r you t o E x h i b i t Number Three. 
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W i l l you please describe t h a t ? 

A E x h i b i t Number Three i s a l e t t e r w r i t t e n 

by Mr. J. R. Rowan o f Midland, Texas. He has t r i e d f o r some 

time t o contact these people w i t h some success. He was able 

t o l o c a t e several but he also states t h a t he was not able t o 

f i n d any o f the ten mineral owners l i s t e d on E x h i b i t Two 

t h a t we are t r y i n g t o forc e p o o l . 

Q Mr. B e l l , does t h a t l e t t e r s t a t e what 

steps Mr. Rowan took t o lo c a t e these people and the period 

of time t h a t he worked on t h i s ? 

A Yes, s i r , i t does. 

Q Mr. B e l l , were notices o f t h i s hearing 

sent t o each o f these p a r t i e s a t t h e i r l a s t known address? 

A Yes, s i r , they were, and I ' l l t e l l you we 

sent notices o f the hearing January 30th t o each o f these 

people by c e r t i f i e d m a i l . 

Q Mr. B e l l , d i d t h a t n o t i c e o f hearing i n 

clude a statement as t o what was going t o be covered a t t h i s 

hearing and gave those people t h a t they d i d have a r i g h t t o 

appear e i t h e r through counsel f o r by themselves t o present 

testimony? 

A Yes, s i r . 

MR. STRAND: Mr. Examiner, we 

have copies o f a l l these — o f a l l the n o t i c e s . I f you wish 

those put i n t o evidence, we can. 
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MR. STOGNER: Yes, I would l i k e 

t o have t h a t i n f o r m a t i o n . 

MR. STRAND: I would ask, then, 

we designate those as E x h i b i t Number Ten, and w e ' l l stamp 

those a f t e r the hearing and get them t o you, i f t h a t would 

be s a t i s f a c t o r y . 

MR. STOGNER: E x h i b i t Number 

Ten w i l l c o n s i s t o f the r e t u r n r e c e i p t requests? 

MR. STRAND: Yes. 

Q Mr. B e l l , have you gotten any — any r e 

sponse back on these notices? 

A Yes, s i r , j u s t yesterday, I b e l i e v e , we 

had two t h a t were r e t u r n e d , the people we were unable t o l o 

cate . 

Mr. Examiner, I might mention t h a t we had 

a hearing on March the 2nd, 1983, covering the south h a l f o f 

the southeast quarter o f Section 8. These are a l l undivided 

minerals, a t which time we had force pooled a l l these people 

and received an order i n our favor March the 29th, 1983. 

These same people, and a s i m i l a r l e t t e r 

was entered as evidence a t t h a t time f o r t h a t hearing. 

Q Mr. B e l l , I r e f e r you t o what we've de

signated as E x h i b i t Number Four. Would you please describe 

th a t ? 

A E x h i b i t Number Four i s a 1977 model form 
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operating agreement covering the southeast quarter o f Sec

t i o n 8, as w e l l as the northeast quarter o f Section 17, 

Township 16 South, Range 37 East. 

Q What i s the date of t h a t o p erating agree

ment? 

A The agreement was prepared December the 

1st, 1982, and revised January the 3rd, 1983. 

Q Mr. B e l l , d i d t h a t o p erating agreement 

cover the w e l l you d r i l l e d i n the south h a l f o f the south

east quarter? 

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

Q Would you please r e f e r t o the p o r t i o n o f 

t h a t o p e r a t i n g agreement t h a t r e l a t e s t o p e n a l t y p r o v i s i o n s 

f o r nonconsent operations? 

A That would be on page number f i v e o f the 

operating agreement, where we have the 400 percent noncon

sent p e n a l t y . 

Q Mr. B e l l , does t h a t — do those p r o v i 

sions provide b a s i c a l l y f o r a 400 percent noncensent penalty 

f o r d r i l l i n g operations and f o r the cost o f i n - w e l l equip

ment? 

A Yes, s i r . 

Q And does i t provide f o r 100 percent o f 

recovery o f operating costs and the cost o f surface equip

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

Q Mr. B e l l , am I c o r r e c t t h a t t h i s operat

ing agreement w i l l cover the w e l l you've proposed t o d r i l l 

i n the n o r t h h a l f o f the southeast quarter? 

A Yes, s i r , t h a t ' s c o r r e c t . 

Q I r e f e r you t o E x h i b i t Number Five. Would 

you please describe t h a t ? 

A E x h i b i t Number Five i s an AFE which Har

vey E. Yates Company has prepared covering the Lovington 8-2 

Well. 

Q W i l l you please s t a t e what the t o t a l cost 

o f t h a t w e l l — o r estimated cost o f t h a t w e l l w i l l be? 

A Estimated dry hole cost w i l l be $432,950; 

a producing w e l l cost o f $816,700. 

Q Mr. B e l l , as a p a r t o f your n o t i c e t o 

these p a r t i e s , nonconsent p a r t i e s , have you — d i d you i n 

clude a copy o f t h a t o p e r a t i n g agreement and a copy o f such 

AFE and request such p a r t i e s t o j o i n i n the d r i l l i n g o f the 

well? 

A Yes, s i r , t h a t was included i n our Janu

ary 30th l e t t e r . 

Q Mr. B e l l , d i d you prepared E x h i b i t s Num

ber One through Four or were they prepared under your super

v i s i o n ? 

A Yes, s i r , they were. 
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MR. STRAND: I have no f u r t h e r 

questions o f Mr. B e l l a t t h i s time. 

CROSS EXAMINATION 

BY MR. STOGNER: 

Q Mr. B e l l , o f the p a r t i e s l i s t e d on Exhi

b i t Number Two t h a t you're seeking forced p o o l i n g today, 

when were n o t i c e s sent out t o the ones w i t h addresses? 

A Could you please repeat the question? 

Q When were n o t i c e s sent t o the addressees 

on E x h i b i t Number Two? 

A Mr. Examiner, as I st a t e d before, t h i s i s 

an undivided mineral i n t e r e s t covering the southeast quarter 

of Section 8. We o r i g i n a l l y t r i e d t o l o c a t e these people by 

l e t t e r o f December the 17th, 1982, which was entered as e v i 

dence i n our f i r s t case. 

When we decided t o go ahead and d r i l l the 

Lovington 8-2 Well, covering the n o r t h h a l f o f the southeast 

q u a r t e r , we again on January 30th, 1986, sent l e t t e r s t o 

these people. 

Q When you were seeking the force pooling 

f o r the south h a l f o f t h i s s e c t i o n , were the p a r t i e s t h a t 

are being force pooled today i d e n t i c a l t o those p a r t i e s a t 

t h a t time? 

A Yes, s i r , w i t h the exception o f three or 
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four people t h a t Mr. Rowan i n Midland, Texas, was able t o 

f i n d a f t e r the force pool order. 

Q Did those p a r t i e s t h a t you've j u s t a l 

luded t o , d i d they j o i n i n the n o r t h h a l f today or are they 

s t i l l l i s t e d as one o f the p a r t i e s t o be force pooled? 

A No, s i r , they — Mr. Rowan d i d receive 

leases and he i s p a r t i c i p a t i n g w i t h t h a t i n t e r e s t . 

Q Did you get a response back i n '82 when 

you were seeking the south h a l f from any o f these people on 

E x h i b i t Three? 

A No, s i r . 

Q When was Mr. Rowan contacted by your o f 

f i c e s t o do t h i s search? 

A He was not. Mr. Rowan d i d t h i s indepen

d e n t l y a f t e r the force pool order covering the south h a l f o f 

Section 8. He went — by evidence i n E x h i b i t Number Three 

of t h i s l e t t e r he o u t l i n e s the steps t h a t he took t o f i n d 

these people and i t ' s a very extensive search and he was on

l y able t o loca t e a small number, maybe three or four peop

l e , I'm not sure. 

Q So t h i s i s e s s e n t i a l l y the work t h a t he 

d i d back i n '82, i s t h a t c o r r e c t ? 

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

Q You st a t e d e a r l i e r t h a t you wished t o 

seek a 400 percent r i s k penalty f a c t o r , i s t h a t r i g h t ? 
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A I don't — I don't b e l i e v e t h a t was st a t e d 

MR. STRAND: Mr. Examiner, he 

sta t e d t h a t ' s what's i n the c u r r e n t o p erating agreement. 

MR. STOGNER: Oh, t h a t ' s t o t a l . 

That's not what you're seeking here today. 

A No, s i r . 

Q And w i l l your other witness — 

MR. STRAND: Yes. 

Q — t e s t i f y t o the (not understood)? 

MR. STRAND: Yes. 

MR. STOGNER: I have no f u r t h e r 

questions o f Mr. B e l l . 

Are there any other questions 

of t h i s witness? 

I f not, he may be excused. 

LARRY BROOKS, 

being c a l l e d as a witness and being du l y sworn upon h i s 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 

DIRECT EXAMINATION 

BY MR. STRAND: 

Q Please s t a t e your f u l l name f o r the r e 

cord. 

A L a r r y Brooks. 
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Q Mr. Brooks, where do you reside and by 

whom are you employed? 

A A r t e s i a , New Mexico, and I'm employed by 

Harvey E. Yates Company. 

Q And what i s your p o s i t i o n w i t h Harvey E. 

Yates Company? 

A Geologist. 

Q Mr. Brooks, have you t e s t i f i e d before the 

D i v i s i o n i n the past and are your q u a l i f i c a t i o n s as a geolo

g i s t a matter o f record? 

A They are. 

MR. STRAND: I s Mr. Brooks con

sidered q u a l i f i e d ? 

MR. STOGNER: Mr. Brooks, who 

were you p r e v i o u s l y employed by? 

A New Mexico O i l Conservation D i v i s i o n . 

MR. STOGNER: Mr. Brooks i s so 

q u a l i f i e d . 

MR. STRAND: Thank you. 

Q Mr. Brooks, are you f a m i l i a r w i t h the ap

p l i c a t i o n i n Case Number 8826? 

A I am. 

Q And are you f a m i l i a r w i t h the matters 

t h a t Mr. B e l l has t e s t i f i e d to? 

A I am. 
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Q Have you prepared c e r t a i n g e o l o g i c a l ex

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

A I have. 

Q I r e f e r you t o what we've described as 

E x h i b i t Number Six. Would you please describe t h a t e x h i b i t 

and i t s relevance t o the a p p l i c a t i o n ? 

A Okay. E x h i b i t Six i s an Isopach on the 

Strawn B Bank. I t ' s maximum thickness o f 200 f e e t i s i n d i 

cated by the hard contours and i t shows b a s i c a l l y the d i s 

t r i b u t i o n o f f i v e pods o f carbonate bank b u i l d - u p which are 

the main pay o b j e c t i v e i n t h i s w e l l . 

Q And t h a t e x h i b i t does show the l o c a t i o n o f 

your proposed well? 

A I t does. 

Q And i s t h a t designated by the dark c i r 

cle? 

A Yes. 

Q I n the — you see i n the southeast quar

t e r o f the southeast quarter o f Section 8? 

A No. I t ' s i n d i c a t e d by the l i g h t c i r c l e 

Q Oh, I'm s o r r y . 

A — i n the northeast o f the southeast. 

Q Okay, and then the other w e l l located t o 

the south i s the w e l l d r i l l e d i n 1982, i s t h a t c o r r e c t ? 
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A That's c o r r e c t . 

Q Mr. Brooks, I r e f e r you t o what we've de

signated as E x h i b i t Number Seven. Would you please describe 

t h a t ? 

A E x h i b i t Number Seven shows the Isopach on 

the t op o f the Strawn B Bank, showing the probable extent o f 

the r e s e r v o i r , as i n d i c a t e d by the hard contour, negative 

7644, running from the northeast o f Section 8 i n t o the 

southeast — southwest o f Section 9 o f 16 South, 37 East. 

Q I ' l l r e f e r you t o E x h i b i t Number Eigh t . 

Would you please describe t h a t ? 

A E x h i b i t Number Eight shows an Isopach on 

p o r o s i t y w i t h a 6 percent econmic c u t o f f . I t i d e n t i f i e s the 

w e l l proposed and on the f l a n k o f marginal economic poros

i t y . 

Q Fine. I r e f e r you then t o E x h i b i t Number 

Nine. Would you please describe th a t ? 

A E x h i b i t Number Nine i s a cross s e c t i o n , 

which encompasses from west t o east the e x i s t i n g East Lov

ingt o n No. 8 Well, w i t h r e l a t i o n t o Amerada Hess's Andres 

No. 9 and the dry hole i n Section 8, d r i l l e d by Energy Re

serves Group, the Caudell No. 1. 

Q Mr. Brooks, i s t h a t cross s e c t i o n also 

shown on the p r i o r E x h i b i t s Six, Seven, and Eight as cross 

s e c t i o n A-A'? 
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A I t i s . 

Q Mr. Brooks, based on these e x h i b i t s and 

your knowledge o f the area, i n your o p i n i o n i s t h i s an o p t i 

mal l o c a t i o n f o r t h i s p a r t i c u l a r w ell? 

A Yes. The w e l l i s optimal w i t h respect 

t h a t we f e e l the 8 No. 2 l o c a t i o n i s at such a p o i n t t o most 

e f f e c t i v e l y and e f f i c i e n t l y d r a i n the maximum amount o f the 

p r o r a t i o n u n i t dedicated t o the w e l l , and also i n t e r c e p t the 

g r e a t e s t amount o f Strawn carbonate bank b u i l d - u p and the 

a n t i c i p a t e d highest amount o f p o r o s i t y b u i l t . 

Q What i s the depth, proposed t o t a l depth 

of t h i s well? 

A Approximately eleven f i v e . 

Q Mr. — go ahead. 

A 11,500 f e e t . 

Q Mr. Brooks, i n your o p i n i o n i s there sub

s t a n t i a l r i s k i n v o l ved i n d r i l l i n g o f t h i s w e ll? 

A D e f i n i t e l y . 

Q Would you comment on what you base t h a t 

opinion? 

A Well, basic r i s k s are — i n d r i l l i n g a 

w e l l i s , one, p r o p o s i t y i s not developed; two, you might 

have p o r o s i t y development w i t h no p e r m e a b i l i t y , t h e r e f o r e 

the zone i s too t i g h t f o r economic pro d u c t i o n . 

With the s t r u c t u r e as s e n s i t i v e and small 



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 

18 

as t h i s , and as s p o t t y , i t could miss the pod e n t i r e l y . 

There i s , even though we are assuming i t w i l l be high t o the 

o f f s e t w e l l s , there i s a remote p o s s i b i l i t y o f being low i n 

s t r u c t u r e ; the depth t o the o b j e c t i v e i s approximately 

11,450 f e e t deep and i t ' s o n l y 20 t o 30 f o o t t h i c k , i f 

developed. And another r i s k i s the p r i c e o f o i l . 

Also, the r e s e r v o i r may be l i m i t e d as ex

h i b i t e d by the East Lovington 8 No. 1 Well, which i s also 

operated by Heyco. This w e l l i s b a r e l y paid out. 

Also there are numerous dry holes scat

t e r e d about, as on E x h i b i t One, which represents p r i o r a t 

tempts t h a t ended up i n f a i l u r e s , and t h a t ' s b a s i c a l l y the 

r i s k . 

Q Mr. Brooks, are there a l s o mechanical 

r i s k s i n v o lved i n d r i l l i n g a w e l l a t t h i s depth? 

A D e f i n i t e l y . 

Q Based on these f a c t o r s , Mr. Brooks, would 

you request on behalf o f the a p p l i c a n t t h a t the maximum s t a 

t u t o r y r i s k p e n a l t y be included i n any order entered i n t h i s 

matter? 

A Yes. 

Q Mr. Brooks, have you examined the AFE 

t h a t was t e s t i f i e d t o by Mr. B e l l ? 

A I have. 

Q Based on your experience, would you con-
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s i d e r the estimated cost o f the w e l l t o be reasonable con

s i d e r i n g the depth? 

A I t h i n k i t ' s very f a i r c o s t . 

Q Mr. Brooks, I r e f e r you t o the operating 

agreement t e s t i f i e d t o by Mr. B e l l . Would you s t a t e f o r the 

record what the s u p e r v i s i o n r a t e s are f o r d r i l l i n g and oper

a t i o n as included i n the COPAS form? 

A Okay. Okay, f o r a d r i l l i n g w e l l r a t e 

we're asking $4000 per month and a producing w e l l r a t e o f 

$400 per month. 

Q And those r a t e s were included i n the 

operating agreement t h a t was executed by a l l o f the i n t e r e s t 

owners i n 1982? 

A They were. 

Q Do you consider those — i n your o p i n i o n 

are those r a t e s comparable t o other rates u t i l i z e d i n t h i s 

area f o r w e l l s o f s i m i l a r depth? 

A They are. 

Q And o b j e c t i v e ? 

A They are. 

Q On b e h a l f o f the a p p l i c a n t would you then 

request t h a t such r a t e s be included i n any order entered i n 

t h i s matter? 

A I would. 

Q Mr. Brooks, i n your o p i n i o n would the 
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g r a n t i n g o f t h i s a p p l i c a t i o n prevent unnecessary d r i l l i n g o f 

w e l l s , promote conservation, and prevent waste? 

A I t d e f i n i t e l y would. 

Q Were E x h i b i t s Number Five through Nine 

prepared by you or by other s t a f f o f the applicant? 

A They were. 

MR. STRAND: Mr. Examiner, I 

move then the admission o f E x h i b i t s Number One through Ten. 

MR. STOGNER: E x h i b i t s Number 

One through Ten, w i t h Ten being submitted a t a l a t e r date, 

w i l l be admitted i n t o evidence a t t h i s time. 

CROSS EXAMINATION 

BY MR. STOGNER: 

Q Mr. Brooks, are there any o i l producing 

formations, known o i l producing formations, above — I'm 

so r r y Mr. Strand, d i d you have some more questions? 

MR. STRAND: No. 

Q Are there any other known o i l producing 

zones above the Northeast Lovington Penn? 

A Not t o my knowledge, no, i n t h i s 

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

Q Mr. Brooks, do you know how o l d the 

Northeast Lovington Penn Pool i s , when was i t formed? 

A Oh, o f f the top o f my head, I do not. 
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MR. STOGNER: I have no f u r t h e r 

questions o f t h i s witness. 

I s there anything f u r t h e r o f 

Mr. Brooks? 

I f not, he may be excused. 

Mr. Strand, do you have 

anything f u r t h e r i n t h i s case a t t h i s time? 

MR. STRAND: Nothing f u r t h e r , 

Mr. Examiner. 

MR. STOGNER: The record on 

t h i s case w i l l remain open pending the March 5th, 1986, 

hearing, which w i l l be c a l l e d a t t h a t time t o consider the 

northeast/southeast quarter f o r any a d d i t i o n a l testimony. 

That concludes t h i s case f o r 

today. 

(Hearing concluded.) 
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C E R T I F I C A T E 

I , SALLY W. BOYD, C.S.R., DO HEREBY 

CERTIFY the foregoing T r a n s c r i p t o f Hearing before the O i l 

Conservation D i v i s i o n (Commission) was reported by me; t h a t 

the said t r a n s c r i p t i s a f u l l , t r u e , and c o r r e c t record o f 

the hearing, prepared by me t o the best o f my a b i l i t y . 
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