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

8:21 a.m.: 

EXAMINER BROOKS: C a l l Case Number 13,254, 

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

p o o l i n g , Chaves County, New Mexico. 

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

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

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

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

EXAMINER BROOKS: W i l l the witness be sworn? 

(Thereupon, the witness was sworn.) 

CHARLES E. MORAN. 

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

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

DIRECT EXAMINATION 

BY MR. CARR: 

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

please? 

A. My name i s Charles Moran. 

Q. Mr. Moran, where do you reside? 

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

Q. By whom are you employed? 

A. Yates Petroleum Corporation as a landman. 

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

D i v i s i o n ? 
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A. Yes, I have. 

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

c r e d e n t i a l s as an expert i n petroleum land matters 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 i n 

t h i s case? 

A. Yes, I am. 

Q. And are you f a m i l i a r w i t h the s t a t u s of th e lands 

i n t he area t h a t i s the subject of t h i s A p p l i c a t i o n ? 

A. Yes, I am. 

MR. CARR: Are Mr. Moran*s q u a l i f i c a t i o n s 

acceptable? 

EXAMINER BROOKS: They are accepted. 

Q. (By Mr. Carr) Would you b r i e f l y summarize f o r 

the Examiner what i t i s t h a t Yates Petroleum Corporation 

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

A. Yates Petroleum Corporation i s seeking t o pool 

the i n t e r e s t s i n the east h a l f of Section 2, Township 8 

South, Range 26 East, f o r a l l formations produced on a 320-

acre basis, p r i m a r i l y being the S i l u r i a n , Devonian, the 

Cisco and the Wolfcamp formations, f o r i t s Value "BCV" 

State Number 1 w e l l , d r i l l e d a t a l o c a t i o n of 990 from the 

south, 1980 from the east of Section 2, 8-26. 

Q. I f you are successful — or not successful i n 
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making a w e l l i n the formation developed on 320-acre 

spacing, but i n f a c t complete a w e l l i n a for m a t i o n spaced 

on 160s or 80s or 40s, p o o l i n g i s n ' t necessary i n those 

circumstances; i s t h a t correct? 

A. Correct. Based o f f the land ownership i n the 

east h a l f of Section 2, the p a r t i c i p a n t s t h a t have not 

v o l u n t a r i l y agreed t o j o i n i n the d r i l l i n g of t h i s w e l l 

would not be included i n the spacing u n i t , other than 

smaller than a 320-acre basis. 

The i n t e r e s t s t h a t are not committed are i n the 

southwest of the northeast of Section 2, and the w e l l 

completed on a 160-acre basis would be dedicated t o the 

southwest q u a r t e r . 

Q. And 100 percent would be committed? 

A. And 100 percent would be committed. 

Q. Let's go t o what 1s been marked Yates E x h i b i t 

Number 1. Would you i d e n t i f y t h a t , please? 

A. Yates E x h i b i t Number 1 i s a p l a t of the area 

centered around the proposed w e l l i n Section 2 of Township 

8 South, Range 26 East. 

Q. The w e l l i s i n d i c a t e d by the red dot? 

A. The w e l l i s i n d i c a t e d by the red dot t h e r e i n the 

s e c t i o n . 

Q. And the yellow block i s the e a s t - h a l f 32 0 acre 

spacing — 
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A. — i s the e a s t - h a l f 320 acre spacing u n i t , yes. 

Q. What i s the primary o b j e c t i v e i n t h i s proposed 

we l l ? 

A. The S i l u r i a n , Devonian or Ordovician f o r m a t i o n . 

Q. And what pool? I s t h a t w i t h i n an e s t a b l i s h e d 

pool? 

A. I t ' s the Foor Ranch Precambrian — 

Q. Pre-Permian? 

A. — Pre-Permian Pool. 

Q. And are there secondary objectives? 

A. The secondary o b j e c t i v e s would be the Wolfcamp 

form a t i o n and p o s s i b l y the Cisco formation. 

Q. Mr. Moran, what i n t e r e s t s have not v o l u n t a r i l y 

committed t o t h i s well? 

A. There are e s s e n t i a l l y three i n t e r e s t s , two of 

those i n t e r e s t s represented by the same p a r t y , 

noncommitted. 

Q. Are these unleased minerals or uncommitted 

leasehold i n t e r e s t s ? 

A. They are uncommitted leasehold i n t e r e s t s 

r e f l e c t e d , as I p r e v i o u s l y s t a t e d , o f f the leasehold on the 

southwest quarter of the northeast quarter of Section 2. 

Q. And so what percentage of the working i n t e r e s t i s 

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

A. My memories were r i g h t a t 99 percent committed t o 
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the w e l l . These are very small i n t e r e s t s t h a t are not 

committed. 

Q. Could you summarize the e f f o r t s you have made t o 

o b t a i n the v o l u n t a r y p a r t i c i p a t i o n of each of the i n t e r e s t s 

not c u r r e n t l y committed? 

A. Upon the determination t h a t we were going t o 

proceed w i t h the d r i l l i n g of the w e l l , I contacted by m a i l 

o f f e r i n g t o allow a l l p a r t i e s t o p a r t i c i p a t e i n the 

d r i l l i n g of the w e l l . And the th r e e e n t i t i e s i n v o l v e d 

here, t h a t being Greg Vujocich, John Cadigan and the Estate 

of Linda Cadigan, were included i n t h a t i n v i t a t i o n . 

And then upon p r o v i d i n g the AFE i n a small time 

p e r i o d , I s t a r t e d c o n t a c t i n g a l l p a r t i e s t o see whether 

they were going t o p a r t i c i p a t e and made contact w i t h Greg 

Vujocich. He i n d i c a t e d t o me t h a t he wanted t o 

p a r t i c i p a t e , and I t o l d him a l l he needed t o do was send 

back the paperwork. He's never returned the paperwork. 

And Mr. Cadigan has never returned a telephone c a l l t o me. 

And I t r i e d throughout the month of March t o have contact 

w i t h these people. 

Q. Mr. Cadigan, i n f a c t , d i d approve changes i n the 

j o i n t o p e r a t i n g agreement f o r the p r o p e r t y ; i s t h a t not 

co r r e c t ? 

A. Yes, i n E x h i b i t 2 i n the back, I have a l e t t e r 

from Mr. Cadigan i n March where I — I had some t i t l e 
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problems, and I had t o r e v i s e E x h i b i t A t o the o p e r a t i n g 

agreement. I t d i d not a f f e c t e i t h e r of these two p a r t i e s , 

but he sent back a l e t t e r where he accepted the r e v i s e d 

proposed changes t o the operating agreement. 

Q. How o f t e n d i d you attempt t o contact each of 

these i n d i v i d u a l s i n the l a s t 45 days? 

A. I looked back a t my notes t h i s morning, and i t 

appears I made — attempted contact t h r e e times i n the 

month of March. The w e l l commenced d r i l l i n g i n e a r l y 

A p r i l , and once I had t o s t a r t messing w i t h t he w e l l I d i d 

not have contact w i t h him, but — I've always been w i l l i n g 

t o t a l k t o him, but a t three nonreturned telephone c a l l s I 

had t r o u b l e . 

Mr. Vujocich had gotten on the l i s t f o r r e c e i v i n g 

i n f o r m a t i o n and I d i d t a l k t o him, and then he knew he was 

— or I take t h a t back, I even contacted him the f i r s t week 

i n A p r i l , I t h i n k , i s what my memory i s r i g h t now. 

Q. I s E x h i b i t 2 copies of the l e t t e r s you referenced 

i n your — 

A. Yes. 

Q. — p r i o r testimony concerning attempts t o reach 

v o l u n t a r y agreement? 

A. Yes. 

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

A. E x h i b i t 3 i s the AFE f o r the d r i l l i n g of the 
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w e l l , showing a dryhole cost of $402,600 and a completed 

w e l l cost of $741,100. 

Q. Are these costs i n l i n e w i t h what i s charged by 

other operators i n the area f o r s i m i l a r wells? 

A. Yes, they are. 

Q. And these are c o n s i s t e n t w i t h costs t h a t Yates 

has a c t u a l l y i n c u r r e d f o r s i m i l a r wells? 

A. Yes. 

Q. I s E x h i b i t Number 4 a copy of the o p e r a t i n g 

agreement f o r the w e l l w i t h the attached accounting 

procedures f o r j o i n t operations? 

A. Yes, i t i s . This i s the agreement agreed t o by 

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

Q. The accounting procedures, t h i s i s the COPAS 

form, c o r r e c t ? 

A. Yes. 

Q. And i t provides f o r p e r i o d i c adjustment of 

overhead and a d m i n i s t r a t i v e charges? 

A. Yes, i t does. 

Q. Do you request t h a t the overhead and 

a d m i n i s t r a t i v e costs approved by t h i s order also be 

adjusted i n accordance w i t h the COPAS procedures? 

A. Yes. 

Q. Have you made an estimate of these overhead and 

a d m i n i s t r a t i v e costs? 
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A. Based on what we proposed on the o p e r a t i n g 

agreement f o r depth — f o r the w e l l d r i l l e d t o t h i s depth, 

we proposed $4000 d a i l y and $400 a month o p e r a t i n g . 

Q. These are the f i g u r e s t h a t are i n the JOA? 

A. They are the f i g u r e s i n the JOA. 

The JOA has a s l i d i n g scale f o r depth of w e l l f o r 

the overhead cost, but f o r t h i s w e l l proposed t o the depth 

r e f l e c t e d on the AFE a t 5900 f e e t i t f a l l s i n the range 

between 4000 and 8000 f o o t . 

Q. Mr. Moran, what percentage of the working 

i n t e r e s t i n the w e l l i s a c t u a l l y owned by Yates or r e l a t e d 

e n t i t i e s ? 

A. The Yates e n t i t i e s themselves own — what would 

be 7/8 of the spacing u n i t , of the w e l l . 

Q. And these i n t e r e s t s w i l l also be charged t h i s 

$4000/$400 — 

A. Yes, they w i l l . 

Q. — overhead charge? 

Do you recommend these f i g u r e s be inc o r p o r a t e d 

i n t o t he order t h a t r e s u l t s from t h i s hearing? 

A. Yes, I do. 

Q. Does Yates request t o be designated operator of 

the proposed well? 

A. Yes, Yates Petroleum Corporation requests t o be 

operator of the w e l l . 

STEVEN T. BRENNER, CCR 
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Q. Does Yates request t h a t the order t h a t r e s u l t s 

from t h i s hearing impose the maximum charge f o r r i s k 

a u t h o r i z e d by D i v i s i o n Rules of 200 percent on each 

i n t e r e s t owner not v o l u n t a r i l y committed? 

A. Yes. 

Q. Would you i d e n t i f y Yates E x h i b i t Number 5? 

A. Yates E x h i b i t Number 5 i s the a f f i d a v i t of 

m a i l i n g of n o t i c e of t h i s hearing t o a l l p a r t i e s . 

Q. And attached are r e t u r n r e c e i p t s showing t h a t 

each of these i n d i v i d u a l s , i n f a c t , received t h i s n o t i c e ; 

i s t h a t c o r r e c t ? 

A. Yes. 

Q. Were E x h i b i t s 1 through 5 e i t h e r prepared by you 

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

A. Yes, they were. 

Q. Can you t e s t i f y t o t h e i r accuracy? 

A. Yes, I can. 

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

the admission i n t o evidence of Yates E x h i b i t s 1 through 5. 

MR. BROOKS: Admitted, 1 through 5. 

MR. CARR: That concludes my d i r e c t examination 

of Mr. Moran. 

EXAMINATION 

BY EXAMINER BROOKS: 

Q. Okay. Well, Mr. Moran, I w i l l bear i n mind t h a t 
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when you c a l l me about an AFE t h a t I have t o r e t u r n the 

t h i r d c a l l . 

Okay, t h a t aside, the AFE i d e n t i f i e s t h i s w e l l as 

the Value "BCV" State Com Number 1. I s t h i s a com? 

A. Yes, i t w i l l be com f o r the deep formations. 

Q. Now, i s t h i s f e d e r a l or s t a t e land? 

A. State land. 

Q. I s the whole t h i n g state? 

A. Yes, the whole s t a t e acreage i s s t a t e — or — 

both leases involved i n the communitization are s t a t e . 

Q. Yeah. Okay. Now, i s — You s a i d you had 

unleased i n t e r e s t s , d i d n ' t you? 

A. No, undedicated leasehold i n t e r e s t s . 

Q. Okay, so these are leased i n t e r e s t s — 

A. Yeah. 

Q. — not unleased mineral i n t e r e s t s ? 

A. Yeah, they are o f f of — and I can't see the — 

State Lease LG-1459, i f you w i l l look, i s also i n the west 

h a l f of Section 2. 

Q. I s th e r e a map showing leases — 

A. Yes, i t ' s on the p l a t , on the f r o n t p l a t . 

Q. On E x h i b i t 1? 

A. E x h i b i t 1. 

Q. Yeah, i t ' s too small f o r me t o read. 

A. Okay, there are two s t a t e leases i n v o l v e d , one 
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being the — 7/8 of the spacing u n i t i n Section 2 i s 

V-5534 — 

Q. Yeah, I can see t h a t . 

A. — and then the other lease i s over — the name 

f o r t he other lease i s up i n the top p a r t of the northwest 

q u a r t e r . I t ' s LG-1459. 

Q. Oh, okay, and then t h a t one angles i n from the 

west h a l f ? 

A. Right. 

Q. That one covers the southwest of the northeast? 

A. Correct. 

Q. Okay. 

A. And t h a t i n t e r e s t derives from the Donald Stevens 

Bankruptcy, and these are some of the d e r i v a t i v e people out 

of t h a t . 

Q. Yeah, and t h a t ' s where the pooled — the i n t e r e s t 

you're requesting t o be pooled is? 

A. Yes. 

Q. Okay. 

A. I t was messy t i t l e , and i t took a l i t t l e b i t t o 

get t h i s one cleaned up. 

Q. The Pre-Permian — you sa i d the Foor Ranch Pre-

Permian Pool, the o b j e c t i v e formation — i s t h a t c a l l e d the 

Pre-Permian? 

A. Well, the f i e l d I recognize t o be c a l l e d up i s 
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the Pre-Permian Penn, but the g e o l o g i s t has explained i t t o 

me, we are d r i l l i n g the w e l l s t o the basement, as deep as 

we can, down t o the Precambrian, and our t a r g e t f o r m a t i o n 

i s u s u a l l y the Ordovician, r i g h t i n t h e r e . And the other 

o b j e c t i v e s are secondary o b j e c t i v e s out t h e r e . 

Q. Yeah, you a l l u s u a l l y d r i l l t o the base of t h a t , 

you know, j u s t k i n d of a company p o l i c y ? 

A. I t ' s — We go there when we can. 

Q. And $4000 and $400, I may have misheard you, but 

I thought you sa i d — I t h i n k you sa i d $4000 d r i l l i n g , and 

I thought you sa i d $400 d a i l y , which sounded a l i t t l e h i gh. 

A. No, i t ' s $400. 

Q. $400 f o r producing? 

A. Right. 

Q. $4000 f o r d r i l l i n g . 

A. I f you w i l l look on page 3 of the COPAS — 

Q. Yeah, and are you requesting t h a t those be 

adjusted according t o the COPAS? 

A. Yes. 

EXAMINER BROOKS: Okay, Mr. Carr, I n o t i c e t h a t 

your n o t i c e l e t t e r doesn't apprise the people t h a t t he 

hearing w i l l be a t 8:15 a.m. i n Porter H a l l . . . 

Well, no, i t does say 122 0 South St. Francis, i t 

j u s t doesn't say 8:15 a.m., which i s — I'm not going t o 

draw a bead on t h a t , but I would be ob l i g e d i f you'd 
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c o r r e c t your forms. 

MR. CARR: Okay, I w i l l do t h a t . 

EXAMINER BROOKS: I don't t h i n k we r e a l l y have t o 

say P o r t e r H a l l . I t h i n k — I t might even be confusing, 

because there's no sign t h a t says Porter H a l l . 

MR. CARR: I t h i n k t h e r e i s . 

EXAMINER BROOKS: I s there? 

MR. CARR: Because I bought i t . 

EXAMINER CATANACH: I t ' s on the door. 

MR. CARR: I bought i t a t the request of Nancy 

Po r t e r . 

EXAMINER BROOKS: I guess I ought t o come down 

here more o f t e n . 

(Off the record) 

EXAMINER BROOKS: Very good, i f there's nothing 

f u r t h e r — Oh, one other question I had f o r you, B i l l — 

MR. CARR: Yes, s i r . 

EXAMINER BROOKS: — given t h a t I'm probably 

going t o be w r i t i n g t h i s up wi t h o u t the b e n e f i t of the 

t r a n s c r i p t , i s t h e r e anything t h a t ' s changed from what's i n 

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

MR. CARR: No, there i s n ' t . And we can probably 

use the s h e l l Order f o r — 

EXAMINER BROOKS: Case Number 13,254 w i l l be 

taken under advisement. 
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1 MR. CARR: Thank you. 

2 EXAMINER BROOKS: And i f there's nothing f u r t h e r , 

3 w e ' l l stand adjourned. 

4 (Thereupon, these proceedings were concluded a t 

5 8:38 a .m . ) 

6 * * * 
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