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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING CALLED BY 
THE OIL CONSERVATION DIVISION FOR THE 
PURPOSE OF CONSIDERING: CASE NO. 12,665 

AMENDED APPLICATION OF YATES PETROLEUM 
CORPORATION FOR AMENDMENT OF COMPULSORY 
POOLING ORDER NO. R-11,542 TO CHANGE THE 
DEDICATED SPACING UNIT, LEA COUNTY, NEW 
MEXICO 
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REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: DAVID BROOKS, Hearing Examiner 

June 28th, 2001 

Santa Fe, New Mexico 

This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , DAVID BROOKS, Hearing 

Examiner, on Thursday, June 28th, 2001, a t the New Mexico 

Energy, Minerals and Natural Resources Department, 122 0 

South Saint Francis Drive, Room 102, Santa Fe, New Mexico, 

Steven T. Brenner, C e r t i f i e d Court Reporter No. 7 f o r the 

State of New Mexico. 

* * * 
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(505) 989-9317 



2 

I N D E X 

June 28th, 2001 
Examiner Hearing 
CASE NO. 12,665 

PAGE 

APPEARANCES 3 

STATEMENT BY MR. CARR 4 

REPORTER'S CERTIFICATE 9 

* * * 

E X H I B I T 

Ap p l i c a n t ' s I d e n t i f i e d Admitted 

E x h i b i t 6 8 8 

* * * 

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



3 

A P P E A R A N C E S 

FOR THE DIVISION: 

DAVID BROOKS 
Atto r n e y a t Law 
Energy, Minerals and Natural Resources Department 
A s s i s t a n t General Counsel 
12 2 0 South St. Francis Drive 
Santa Fe, New Mexico 87505 

FOR THE APPLICANT: 

HOLLAND & HART, L.L.P., and CAMPBELL & CARR 
110 N. Guadalupe, Suite 1 
P.O. Box 2208 
Santa Fe, New Mexico 87504-2208 
By: WILLIAM F. CARR 

ALSO PRESENT: 

MICHAEL STOGNER 
Hearing Examiner 
New Mexico O i l Conservation D i v i s i o n 
12 2 0 South Saint Francis Drive 
Santa Fe, NM 87501 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

8:58 a.m.: 

EXAMINER BROOKS: The next case w i l l be Case 

Number 12,665, Amended A p p l i c a t i o n of Yates Petroleum 

Corporation f o r amendment of compulsory Pooling Order 

Number R-11,542 t o change the dedicated spacing u n i t , Lea 

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. I do not have a witness; I have a statement. 

EXAMINER BROOKS: Okay, stand by j u s t a minute, 

w e ' l l get these e x h i b i t s back i n order. 

Okay, you may proceed, Mr. Carr. 

MR. CARR: May i t please the Examiner, i n January 

and again i n February of t h i s year, t h i s matter came before 

the D i v i s i o n on an a p p l i c a t i o n of Yates Petroleum 

Corporation. Yates was seeking an order i n which they were 

proposing t o pool the south h a l f of Section 13, Township 15 

South, Range 34 East, t o d r i l l a w e l l t o the M i s s i s s i p p i a n 

f o r m a t i o n . 

The order was entered, and f o l l o w i n g t he r e c e i p t 

of the order g r a n t i n g the a p p l i c a t i o n , Chevron approached 

Yates and requested t h a t we come t o the D i v i s i o n and 

request t h a t the spacing u n i t be r e o r i e n t e d . 
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There i s a p l a t t h a t I have provided you, which 

i s t he o r i g i n a l e x h i b i t i n the f i r s t case. I f y o u ' l l look 

a t t h a t , i n Section 13 there i s c e r t a i n acreage i n the 

south h a l f which i s shaded yellow. That acreage i s 

c o n t r o l l e d by Yates Petroleum Corporation and i t s working 

i n t e r e s t p a r t n e r , David Petroleum Corporation. The t h r e e 

w h i t e t r a c t s are 40-acre t r a c t s , which are the Chevron 

t r a c t s . 

We proposed the w e l l t o Chevron, we pooled the 

south h a l f , and then they came t o us and asked t h a t we 

r e o r i e n t the spacing u n i t . 

Now, the ownership i s e x a c t l y — There are only 

two owners i n the s e c t i o n , Yates and Chevron, and the n o r t h 

h a l f of the s e c t i o n i s c o n t r o l l e d by David Petroleum 

Corporation and Yates Petroleum Corporation; they are 

pa r t n e r s i n t h i s e f f o r t . 

Chevron, as you may know, i s i n the middle of an 

a c q u i s i t i o n or merger of some type w i t h Texaco, and they 

f i n d themselves i n a p o s i t i o n where they could not 

p a r t i c i p a t e i n a w e l l w i t h o u t t h a t . The reason f o r the 

request t o r e o r i e n t the spacing u n i t i s t h a t w i t h a n o r t h 

h a l f , one, the b e n e f i t t o Yates i s , they own a l a r g e r 

percentage of the w e l l , and so of course Yates and David i s 

i n t e r e s t e d i n doing t h a t . 

The reason Chevron would l i k e the spacing u n i t s 
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r e o r i e n t e d i s , i f t h e r e i s a west-half u n i t formed, as 

we're requesting, then the east h a l f would be a v a i l a b l e f o r 

an a d d i t i o n a l w e l l , and Chevron would own a 40-acre t r a c t 

i n the east h a l f and would be i n a p o s i t i o n a t a l a t e r time 

t o propose an a d d i t i o n a l w e l l and have some say i n the 

f u r t h e r development of the se c t i o n . There are only two 

owners, the Yates group and Chevron, i n the s e c t i o n . 

The evidence t h a t would be presented here today 

as t o r i s k penalty and t o a l l the t e c h n i c a l p o r t i o n s of the 

case i s i d e n t i c a l t o t h a t which was presented i n January, 

and so we f i l e d the A p p l i c a t i o n . I discussed the matter 

w i t h Mr. Stogner and Mr. Stogner requested t h a t we f i l e an 

Amended A p p l i c a t i o n or a new A p p l i c a t i o n , which we have 

done, and t h a t we n o t i f y Chevron f o r m a l l y of t h i s request 

and, i f t h e r e was no o b j e c t i o n , t h a t we would be able t o 

come before you today and request t h a t the case be taken 

under advisement based on the record made i n January. 

And so t h a t ' s what we're doing, we're asking t h a t 

the record presented i n January be incorpo r a t e d i n t o t he 

rec o r d of t h i s case and t h a t an amendment t o Order Number 

R-11,542 be approved by the D i v i s i o n t o r e o r i e n t t he 

spacing u n i t from a south-half t o a west-half u n i t . 

EXAMINER BROOKS: Okay, and Chevron and Yates own 

a l l of the working i n t e r e s t i n both the — 

MR. CARR: Yes, they do. 

STEVEN T. BRENNER, CCR 
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EXAMINER BROOKS: — west h a l f — both the east -

- Let's see, you said east h a l f . 

MR. CARR: They own a l l the working i n t e r e s t i n 

the s e c t i o n . 

EXAMINER BROOKS: Okay. But p r e s e n t l y i t was t o 

be a laydown on the south h a l f , and i t ' s now t o be a 

standup on the east h a l f ? 

MR. CARR: On the west h a l f . 

EXAMINER BROOKS: Oh, the west h a l f , okay. 

MR. CARR: And t h a t would, see, freeze up the 

acreage f o r Chevron so as t o f u t u r e — 

EXAMINER BROOKS: Right. 

MR. CARR: — development, they w i l l have a say. 

And we're happy t o do t h a t , i t increases our ownership, and 

we are here t o accommodate t h a t request. 

EXAMINER BROOKS: Yeah, I see your proposed 

l o c a t i o n i s i n the northeast of the south- — 

MR. CARR: Correct — 

EXAMINER BROOKS: — -west. 

MR. CARR: — and t h a t does not change. And the 

order also provided f o r p o o l i n g of the 160-acre t r a c t , 

being the southwest, I be l i e v e . None of those t h i n g s 

changed. The only t h i n g t h a t we're seeking t o amend i s the 

o r i e n t a t i o n and spacing u n i t f o r 320-acre development — 

EXAMINER BROOKS: Okay — 

STEVEN T. BRENNER, CCR 
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MR. CARR: — from south h a l f t o west h a l f . 

EXAMINER BROOKS: — yeah. I s the r o y a l t y 

ownership a l l r e f l e c t e d i n the record — 

MR. CARR: Yes, i t i s . 

EXAMINER BROOKS: — f o r the e n t i r e section? 

MR. CARR: Yes, i t i s , and there's no change i n 

EXAMINER BROOKS: Very good. 

Mr. Stogner? 

MR. STOGNER: I don't have any questions. 

EXAMINER BROOKS: Very good. 

MR. CARR: May i t please the Examiner, I would 

o f f e r f o r the purpose of the record the n o t i c e a f f i d a v i t 

c o n f i r m i n g t h a t once again we have f o r m a l l y n o t i f i e d 

Chevron. They're the only p a r t y who would be su b j e c t t o 

the p o o l i n g order. 

EXAMINER BROOKS: Okay, l e t ' s see. We had 

E x h i b i t s 1 through 5 a t the previous hearing, so t h i s 

a f f i d a v i t w i l l then be E x h i b i t Number 6. 

Okay, Case Number 12,665 w i l l be taken under 

(Thereupon, these proceedings were concluded a t 

t h a t as w e l l . 

advisement. 

9 : 0 1 a . m . ) 

* * * 

I 4+ haraby certify that the foregoing I 
« complete record of the proceedings i 
tb« Examiner hearing o f Case No. 
heard by me on L u > Q % ^ 

Oil Conservation DivlsldA 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 
) SS. 

COUNTY OF SANTA FE ) 

I , Steven T. Brenner, C e r t i f i e d Court Reporter 

and Notary P u b l i c , HEREBY CERTIFY t h a t the f o r e g o i n g 

t r a n s c r i p t of proceedings before the O i l Conservation 

D i v i s i o n was reported by me; t h a t I t r a n s c r i b e d my notes; 

and t h a t the foregoing i s a t r u e and accurate r e c o r d of the 

proceedings. 

I FURTHER CERTIFY t h a t I am not a r e l a t i v e or 

employee of any of the p a r t i e s or attorney s i n v o l v e d i n 

t h i s matter and t h a t I have no personal i n t e r e s t i n the 

f i n a l d i s p o s i t i o n of t h i s matter. 

WITNESS MY HAND AND SEAL June 29th, 2001. 

My commission expires: October 14, 2 002 
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