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STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCE DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF: 
APPLICATION OF YATES ENERGY CORPORATION 
FOR COMPULSORY POOLING, EDDY COUNTY, 
NEW MEXICO. 

CASE NO. 10281 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER_HJARING 

BEFORE: MICHAEL E. STOGNER, Examiner 

May 2, 1991 
8:40 a.m. 

Santa Fe, New Mexico 

This matter came on f o r h e a r i n g b e f o r e t h e O i l 
Conservation D i v i s i o n on May 2, 1991, a t 8:40 a.m. a t t h e 
O i l Conservation Conference Room, St a t e Land O f f i c e 
B u i l d i n g , 310 Old Santa Fe T r a i l , Santa Fe, New Mexico, 
b e f o r e Susan G. Ptacek, a C e r t i f i e d Court Reporter No. 124, 
St a t e of New Mexico. 

FOR: OIL CONSERVATION BY: SUSAN G. PTACEK 
DIVISION C e r t i f i e d Court Reporter 

CCR No. 124 
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I N D E X 

May 2, 1991 
Examiner Hearing 
Case No. 10281 
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A P P E A R A N C E S 

FOR THE DIVISION: 

ROBERT G. STOVALL, ESQ. 
General Counsel 
O i l Conservation D i v i s i o n 
State Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 87504 

FOR YATES ENERGY CORPORATION: 

PADILLA & SNYDER 
At t o r n e y s a t Law 
BY: ERNEST L. PADILLA, ESQ. 
Post O f f i c e Box 2523 
Santa Fe, New Mexico 87504-2523 

FOR SPIRAL, INC., EXPLORERS PETROLEUM CORPORATION, HEYCO 
EMPLOYEES, LTD., JAMES H. YATES, INC., COLKELAN: 

CAMPBELL & BLACK, P.A. 
At t o r n e y s a t Law 
BY: WILLIAM F. CARR, ESQ. 
110 N. Guadalupe 
Santa Fe, New Mexico 87501 

* * * 
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EXAMINER STOGNER: I w i l l c a l l next case 10281. 

MR. STOVALL: The a p p l i c a t i o n of 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 County, New 

Mexico. 

EXAMINER STOGNER: C a l l f o r appearances. 

MR. PADILLA: Mr. Examiner, Ernest L. P a d i l l a , Santa 

Fe, New Mexico, f o r t h e a p p l i c a n t . I have t h e same two 

witn e s s e s t h a t I had i n the pr e v i o u s case, and I would l i k e 

t h e r e c o r d t o r e f l e c t t h a t they have been sworn and are 

q u a l i f i e d . 

EXAMINER STOGNER: Let t h e r e c o r d so r e f l e c t t h a t 

Miss Hamilton's and Mr. Baker's q u a l i f i c a t i o n s were 

accepted and p r e v i o u s l y sworn. 

Any o t h e r appearances? 

MR. CARR: May i t please t h e examiner, my name i s 

W i l l i a m F. Carr. Again i n t h i s case I would l i k e t o e n t e r 

an appearance on b e h a l f of S p i r a l , I n c . , E x p l o r e r s 

Petroleum C o r p o r a t i o n , HEYCO Employees, L t d . , and James H. 

Yates, I n c . , and Colkelan. 

EXAMINER STOGNER: Thank you, Mr. Carr. Any o t h e r 

appearances? 

Mr. P a d i l l a . 

MR. PADILLA: I w i l l c a l l Sharon Hamilton a t t h i s 

t i m e . 

(Whereupon the witnesses were 
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p r e v i o u s l y d u l y sworn.) 

SHARON R. HAMILTON, 

the Witness h e r e i n , having been p r e v i o s l y d u l y sworn, was 

examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. PADILLA: 

Q. Miss Hamilton, what i s t h e purpose of t h i s 

h earing? 

A. We seek compulsory p o o l i n g f o r a 40-acre spacing 

p r o r a t i o n u n i t i n t h e southeast q u a r t e r of t h e n o r t h e a s t 

q u a r t e r of S e c t i o n 12 of 18 South, 31 East. 

Q. Miss Hamilton, l e t ' s get i n t o 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 the examiner, please? 

A. Yes, s i r , i t ' s a map p l a t of t h e 18 South, 31 

East. 

Q. Does t h a t show the proposed p r o r a t i o n t o be 

assigned t o t h e w e l l ? 

A. Yes, s i r , i t ' s i n d i c a t e d i n y e l l o w . 

Q. Which w e l l i s t h i s acreage going t o be d e d i c a t e d 

to? 

A. I t w i l l be t h e East P r i c k l y Pear Federal No. 1. 

Q. And t h a t w i l l be the southeast q u a r t e r of t h e 

n o r t h e a s t q u a r t e r of Section 12, 18 South, 31 East. 

A. Yes, s i r . 

Q. I s t h a t a l l you have concerning E x h i b i t No. 1? 
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A. Yes, s i r . 

Q. Let's go on t o E x h i b i t Number 2 and have you 

i d e n t i f y t h a t f o r t h e examiner, please. 

A. Th i s i s an ownership summary w i t h t h e f i r s t 

p o r t i o n i n d i c a t i n g t h e 100 percent ownership; t h e second 

p o r t i o n shows owners t h a t we request f o r c e d p o o l i n g on. 

Q. Miss Hamilton, which were t h e p a r t i e s t h a t you 

are f o r c e p o o l i n g ? 

A. S p i r a l , I n c . , E x p l o r e r s Petroleum C o r p o r a t i o n , 

HEYCO Employees, L t d . , James H. Yates, I n c . , C o l k e l a n 

C o r p o r a t i o n and Chevron USA, I n c . 

Q. Those p a r t i e s have not agreed t o d r i l l t h i s 

w e l l ? 

A. No, s i r , they have not responded t o p a r t i c i p a t e . 

Q. Miss Hamilton, have you changed t h e n a t u r e of 

your o r i g i n a l p r o p o sal t o any of these p a r t i e s i n t h e 

r e c e n t past? 

A. Yes, s i r . We o r i g i n a l l y proposed t h i s w e l l as a 

6100-foot t e s t . 

Q. To what formation? 

A. We wanted t o d r i l l down th r o u g h t h e base of t h e 

Delaware. 

Q. And what has been your most r e c e n t change? 

A. We have r e v i s e d our t o t a l depth t o 4600 f e e t . 

Q. What's your primary o b j e c t i v e a t t h i s time? 
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A. I b e l i e v e we tend t o d r i l l j u s t i n t o t h e t o p of 

the San Andres. 

Q. Why have you made -- changed your proposal? 

A. There i s a w e l l t h a t M e r i d i a n has d r i l l e d i n t h e 

nort h w e s t q u a r t e r of the southeast q u a r t e r , a d i r e c t o f f s e t 

of t h i s p r o p e r t y , and i n t h a t d r i l l i n g t h e y — we now 

determined t h a t t h e r e ' s no necessary need t o d r i l l t o t h e 

6100-foot. 

Q. Miss Hamilton, do you wish t o di s m i s s t h a t 

p o r t i o n of t h e a p p l i c a t i o n t h a t would go beyond 4100 f e e t ? 

A. 4600 f e e t . 

Q. 4600 f e e t . 

A. Yes, s i r , we do. 

Q. You don't want t o go a l l t h e way down — t o 

f o r c e p o o l a l l t h e way down t o the base of t h e Delaware 

f o r m a t i o n ; i s t h a t c o r r e c t ? 

A. No, s i r , we do no t . 

MR. PADILLA: Mr. Examiner, a t t h i s p o i n t we would 

move d i s m i s s a l of t h e a p p l i c a t i o n from a p p r o x i m a t e l y 4600 

f e e t t o t h e base of the Delaware. 

EXAMINER STOGNER: The way I understand i t , and I w i l l 

have Mr. Baker v e r i f y t h a t , t he 4600 depth i s t h e t o p of 

the San Andres? 

THE WITNESS: I b e l i e v e we are j u s t g o ing t o d r i l l 

i n t o t h e t o p . 
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EXAMINER STOGNER: I w i l l c o n s i d e r your motion 

Mr. P a d i l l a . Thank you. 

Q. (By Mr. P a d i l l a ) Let me show you or hand you 

what we have marked as E x h i b i t No. 3 and have you i d e n t i f y 

t h a t , please. 

A. I t ' s a summary of the telephone c o n v e r s a t i o n s 

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

p r o p e r t y . 

Q. When d i d you s t a r t those telephone c o n v e r s a t i o n s 

and correspondence? 

A. We had been a t t e m p t i n g t o n e g o t i a t e a farmout i n 

t h i s area f o r some t i m e , but t h i s w e l l was proposed i n 

February. 

Q. And what r e s u l t s have you obtained? 

A. We have -- Harvey E. Yates Company i s 

p a r t i c i p a t i n g i n t h e w e l l but t h e o t h e r owners have a t t h i s 

t i m e n ot e l e c t e d t o p a r t i c i p a t e . 

Q. Let me show you E x h i b i t No. 4, and I want you t o 

t e l l t h e examiner what t h a t i s and what t h a t c o n t a i n s . 

A. These are copies of the l e t t e r s t h a t have been 

sent t o t h e p a r t i c i p a n t s i n t h i s p r o p e r t y . As I s a i d , 

t h e r e ' s l e t t e r s where we have attempted t o n e g o t i a t e 

farmout, and then t h e l e t t e r s where we proposed t h e w e l l , 

and t h e n t h e l e t t e r where we advised them of t h e r e v i s e d 

d r i l l i n g depth. 
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Q. I n your o p i n i o n , have you exhausted your e f f o r t s 

t o g et v o l u n t a r y p a r t i c i p a t i o n i n t h i s w e l l ? 

A. Yes, s i r , we f e e l we have. 

Q. And you f o r c e d pool those same p a r t i e s i n t h e 

past i n t h i s area? 

A. Yes, s i r , we have. 

Q. As you p r e v i o u s l y t e s t i f i e d i n t h e case j u s t 

ahead of t h i s , you had the same k i n d o f experience i n t h a t 

case -- i n those cases as i n t h i s case? 

A. Yes, s i r . 

Q. Let me show you E x h i b i t No. 5 and have you 

i d e n t i f y t h a t f o r t h e examiner, please? 

A. That i s an AFE t h a t we proposed t h a t i n d i c a t e s 

t h a t we wish t o d r i l l t o t h e depth of 4600 f e e t . 

Q. And t h a t changes from -- t h a t r e f l e c t s a change 

from t h e base of t h e Delaware t o a h i g h e r — 

A. Yes, s i r . 

Q. -- o b j e c t i v e ? Shallower o b j e c t i v e ? 

A. Shallower o b j e c t i v e . 

Q. And i n your o p i n i o n , i s t h a t f a i r -- does t h a t 

AFE show f a i r and reasonable e s t i m a t e d w e l l costs? 

A. Yes, s i r , we f e e l i t does. 

Q. Let me show you what we have marked as E x h i b i t 

No. 6 and have you t e l l the examiner what t h a t i s . 

A. I t ' s t h e Ernst & Young survey r e s u l t s f o r 
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overhead r a t e s . We're r e q u e s t i n g f o r t h i s depth 3,000 

monthly d r i l l i n g r a t e and a $300 a month p r o d u c i n g r a t e . 

Q. And do those d i f f e r from, f o r example, t h e case 

r i g h t b e f o r e t h i s one? 

A. Yes, s i r . They do because t h i s i s a s h a l l o w e r 

depth. 

MR. PADILLA: Mr. Examiner, E x h i b i t No. 7 i s again my 

a f f i d a v i t t o g e t h e r w i t h copies of t h e n o t i c e and t h e r e t u r n 

r e c e i p t s i n d i c a t i n g t h a t t he p a r t i e s who have -- or 

i n d i c a t i n g t h a t t h e p a r t i e s t h a t are being f o r c e d p o o l 

r e c e i v e d n o t i c e . That's a l l I have f o r t h i s w i t n e s s , 

Mr. Examiner. 

EXAMINER STOGNER: I have no qu e s t i o n s of 

Miss Hamilton a t t h i s t i m e . Are t h e r e any o t h e r questions? 

MR. STOVALL: J u s t a minute. I might. L et me take a 

minute t o look a t your a f f i d a v i t here, Mr. P a d i l l a . 

EXAMINATION 

BY MR. STOVALL: 

Q. Miss Hamilton, I b e l i e v e t h a t you t e s t i f i e d t h a t 

from E x h i b i t 2 t h a t a l l of the p a r t i e s l i s t e d on t h e 

e x h i b i t , t h e lower h a l f under the " f o r c e d p o o l p a r t i e s " are 

th e ones you are seeking f o r c e d p o o l i n g ? 

A. Yes, s i r . 

Q. But not a l l of those p a r t i e s were g i v e n n o t i c e 

a c c o r d i n g t o Mr. P a d i l l a ' s a f f i d a v i t . I s t h e r e a reason 
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f o r t h e discrepancy, e x p l a n a t i o n f o r t h e discrepancy? 

A. Let me review t h a t . Let's see, Co l k e l a n 

C o r p o r a t i o n and James H. Yates, I n c . , r e c e i v e d t h e i r 

i n t e r e s t j u s t r e c e n t l y from Mr. W. T. Wynn, and I b e l i e v e 

we sent n o t i c e but -- we haven't r e c e i v e d f o r m a l 

n o t i f i c a t i o n of the t r a n s f e r of ownership. We've j u s t been 

v e r b a l l y informed t h a t h i s i n t e r e s t has been r e a s s i g n e d . 

Q. Mr. Wynn d i d n ' t r e c e i v e n o t i c e e i t h e r a c c o r d i n g 

t o t h i s . Somehow those i n t e r e s t s d i d not r e c e i v e n o t i c e ; 

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

A. I t ' s my understanding t h a t they had r e c e i v e d 

n o t i c e . 

Q. Let's p ut i t t h i s way, t h e r e i s no r e c o r d o f 

t h e i r r e c e i v i n g n o t i f i c a t i o n ? 

A. There i s no r e c o r d of i t here. They i n d i c a t e d 

when I've spoken t o them t h a t they were aware of t h e 

proceedings so I had assumed t h a t they had r e c e i v e d n o t i c e . 

MR. STOVALL: Mr. Examiner, I recommend we keep t h e 

r e c o r d open t o c l a r i f y t h e n o t i c e i s s u e . 

THE WITNESS: May I see t h e documents from t h e o t h e r 

case? I t h i n k maybe t h a t ' s been --

EXAMINER STOGNER: This i s t h e case f i l e i n t h e 

p r e v i o u s case, 10295. 

THE WITNESS: I t h i n k maybe t h e numbers have been 

sw i t c h e d . I b e l i e v e the oth e r one would have t h e f u l l --
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EXAMINER STOGNER: Let's go o f f t h e r e c o r d . 

( D i s c u s s i o n o f f the record.) 

EXAMINER STOGNER: Hearing w i l l come t o o r d e r . 

MR. PADILLA: Mr. Examiner, we have determined we have 

E x h i b i t No. 7 i n case 10295 and i n case 10281 sw i t c h e d . 

MR. STOVALL: The c o r r e c t e x h i b i t f o r t h i s case a t 

t h i s t i m e — t h i s i s 295. Let's g et t h a t i n t h e c o r r e c t 

case f i l e which I b e l i e v e you have. 

MR. PADILLA: This i s 295. 

EXAMINER STOGNER: E x h i b i t 7, and I am now changing 

t h e number of t h e e x h i b i t — or not the number of t h e 

e x h i b i t . I t ' s s t i l l number E x h i b i t 7 but r e f e r e n c e t o t h e 

case, 295. So we have case number 295 a l l i n order? 

MR. PADILLA: Yes, s i r . 

MR. STOVALL: And 2 81. 

REDIRECT EXAMINATION 

BY MR. PADILLA: 

Q. Okay, Miss Hamilton, l e t me t r y t o c o r r e c t t h e 

r e c o r d here. You gave n o t i c e i n case 281 -- or I gave 

n o t i c e t o t h e p a r t i e s as shown on E x h i b i t No. 7; i s t h a t 

c o r r e c t ? 

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

Q. And those are the p a r t i e s t h a t match w i t h your 

E x h i b i t No. 2 which shows — which are t h e nonconsenting 

p a r t i e s ; i s t h a t c o r r e c t ? 
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A. Yes, s i r , w i t h t he e x c e p t i o n of Harvey E. Yates 

Company, who has not signed an agreement t o p a r t i c i p a t e . 

MR. STOVALL: Let the r e c o r d a l s o r e f l e c t t h a t 

Mr. Carr has entered an appearance f o r James H. Yates, 

I n c . , and Colke l a n , so i f t h e r e were any problems, i t would 

be r e s o l v e d by t h a t e n t r y of appearance. J u s t g et t h e 

e x h i b i t s i n t h e r i g h t f i l e . 

MR. PADILLA: That's a l l I have. I have a l r e a d y 

messed up t h e r e c o r d enough I t h i n k , so I b e t t e r keep 

q u i e t . 

MR. STOVALL: Do we have t h e e x h i b i t s f o r t h e 281 

f i l e , Mr. P a d i l l a ? I don't t h i n k we've got those a t t h i s 

p o i n t . 

EXAMINER STOGNER: You mean 281? 

MR. STOVALL: Yes. 

EXAMINER STOGNER: Are t h e r e any o t h e r q u e s t i o n s of 

Miss Hamilton? 

MR. STOVALL: I don't have any more. 

EXAMINER STOGNER: She may be excused. 

MR. PADILLA: I w i l l c a l l Mr. Baker back a t t h i s t i m e . 

BILL BAKER, 

th e Witness h e r e i n , having been p r e v i o u s l y f i r s t d u l y 

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

DIRECT EXAMINATION 

BY MR. PADILLA: 
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Q. Mr. Baker, l e t me hand you E x h i b i t No. 8, or you 

have i t t h e r e b e f o r e you, please t e l l t h e examiner what 

t h a t i s . 

A. E x h i b i t No. 8 i s a s t r u c t u r e map on t h e t o p of 

the Grayburg f o r m a t i o n . The primary o b j e c t i v e o f t h e East 

P r i c k l y Pear Federal No. 1 i s the Loco H i l l s sand of t h e 

Grayburg f o r m a t i o n . What t h i s p a r t i c u l a r map shows r i g h t 

here i s t h e r e g i o n a l s t r u c t u r e on t h e Grayburg f o r m a t i o n . 

I've a l s o i n d i c a t e d a l l the w e l l s i n th e area t h a t e i t h e r 

produced or had shows from the Loco H i l l s sand. Also 

i n d i c a t e d on t h i s map i s a cross s e c t i o n , A t o A prime, 

which w i l l be E x h i b i t No. 10 t h a t I w i l l g e t t o i n a l i t t l e 

b i t . T h i s p a r t i c u l a r map i n d i c a t e s t h a t our proposed 

l o c a t i o n w i l l be a d i r e c t n o r t h e a s t o f f s e t t o what i s 

r e a l l y t h e M e r i d i a n Comanche Federal No. 1. I t ' s l o c a t e d 

i n t h e northwest of t h e southeast and i t w i l l b a s i c a l l y 

along t h e s t r u c t u r a l s t r i k e i n the Grayburg f o r m a t i o n f o r 

t h i s p a r t i c u l a r w e l l . 

Q. Can you e l a b o r a t e j u s t a l i t t l e b i t on why t h e 

change from t h e deeper f o r m a t i o n was made t o t h e s h a l l o w e r 

f o r m a t i o n ? 

A. Yes, a t t h e time the prospect was o r i g i n a l l y 

proposed we had a n t i c i p a t e d going a l l t h e way t h r o u g h t h e 

Delaware f o r m a t i o n . Although t h e Loco H i l l s was t h e 

pr i m a r y o b j e c t i v e , a t t h i s p a r t i c u l a r l o c a t i o n no one had 
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gone t h r o u g h t h e Delaware sands and t e s t e d b o t h t h e San 

Andres and the Delaware as o b j e c t i v e s . But w i t h t h e 

d r i l l i n g o f the M e r i d i a n w e l l , which was j u s t d r i l l e d about 

a month ago, they t e s t e d t h e San Andres and t h e Delaware 

f o r m a t i o n and found t h e Delaware t o be t i g h t and t h e 

Delaware -- excuse me -- San Andres was t i g h t and t h e 

Delaware f o r m a t i o n was wet or water b e a r i n g . 

And w i t h t he f a c t t h a t we're b a s i c a l l y g o ing t o 

be s t r u c t u r a l l y along s t r i k e , we d i d not see t h a t t h e r e was 

any need t o go t o t h i s 6100-foot depth. Since t h e y d i d not 

encounter any economic or commercial shows i n those lower 

zones, t h e n we decided t o back up t o where we're j u s t going 

t o t e s t t h r o u g h the Grayburg f o r m a t i o n , t e s t t h e Loco H i l l s 

and Premier sand and stop r i g h t i n the v e r y t o p of t h e San 

Andres f o r m a t i o n . 

Q. So what i s the t o t a l depth you want t o go to? 

A. The t o t a l depth t o t e s t Loco H i l l s and t h e 

Premier should take us a t a depth of about 4600 f e e t . 

Q. So e s s e n t i a l l y you want t o amend your 

a p p l i c a t i o n t o say from t h e s u r f a c e t o t h e base of t h e --

t o 4600 f e e t ? 

A. Yes, s i r . The base of t h e Grayburg f o r m a t i o n , 

t h e t o p of t h e San Andres. 

Q. What's E x h i b i t No. 9? 

A. E x h i b i t No. 9 i s an isopach of t h e p r i m a r y 
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o b j e c t i v e f o r t h e East P r i c k l y Pear, which has, as I 

mentioned e a r l i e r , i s the Grayburg Loco H i l l s sand. T h i s 

p a r t i c u l a r sand i s an east-west o r i e n t e d s t r a n d l i n e sand. 

You can t e l l from t h e isopach numbers t h a t i t ' s g ot a 

s t r o n g east-west o r i e n t a t i o n , and i t i s a p p r o x i m a t e l y h a l f 

a m i l e wide. I t reaches a maximum t h i c k n e s s o f 26 f e e t of 

g r e a t e r than 10 percent p o r o s i t y . T h i s p a r t i c u l a r map 

i n d i c a t e s t h a t our proposed l o c a t i o n we expect t o encounter 

between 10 and 15 f e e t of Loco H i l l s sand w i t h g r e a t e r than 

10 p e r c e n t p o r o s i t y i n i t . 

Q. Are you done w i t h E x h i b i t No. 9? 

A. Yes, s i r . 

Q. Let's go t o E x h i b i t No. 10 and have you i d e n t i f y 

t h a t f o r t h e examiner. 

A. E x h i b i t No. 10 i s a t h r e e - w e l l cross s e c t i o n --

excuse me, two w e l l cross s e c t i o n and th e proposed w e l l . 

S t a r t i n g from l e f t t o r i g h t , you move th r o u g h t h e HEYCO 

Ta y l o r Deep 12 Federal No. IY. That i s a s t r u c t u r a l cross 

s e c t i o n . I've i n d i c a t e d Loco H i l l s Grayburg s e c t i o n here 

on t h e compensating neu t r o n d e n s i t y l o g . T h i s p a r t i c u l a r 

l o g , t h e HEYCO T a y l o r Deep 12 Federal No. 1 i s what s e t 

t h i s e n t i r e p rospect up. This i s c u r r e n t l y a Bone Springs 

producer. I n t h e d r i l l i n g of t h e Bone Springs t e s t they 

encountered t h i s Loco H i l l s sand w i t h e x c e l l e n t mudlog 

shows t h r o u g h i t . I t ' s what s e t the subsequent d r i l l i n g 
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program up. This p a r t i c u l a r sand i n t h i s w e l l has not been 

t e s t e d a t t h i s t i m e . As I mentioned, i t ' s s t i l l a Bone 

Springs producer. 

As you move t o t h e r i g h t you encounter t h e 

M e r i d i a n Comanche Federal No. 1. This w e l l was d r i l l e d t o 

a depth of 6100 f e e t j u s t about 30 days ago. I t 

encountered bout 24 f e e t of t h e Loco H i l l s sand. I t has 

been p e r f o r a t e d , a c i d i z e d and f r a c k e d , and i t ' s c u r r e n t l y 

p r o d u c i n g about 30 b a r r e l s of o i l a day p l u s 200 b a r r e l s of 

water. They most r e c e n t l y have got most o f t h e i r f r a c 

f l u i d back, but t h e y ' r e t e s t i n g t h e w e l l . I don't b e l i e v e 

t h e y have o f f i c i a l l y IP'd the w e l l a t t h i s t i m e . 

As you move t o the r i g h t , you see our proposed 

l o c a t i o n . I have i n d i c a t e d t h a t we w i l l b a s i c a l l y along 

s t r i k e from a s t r u c t u r a l s t a n d p o i n t . The sand i s t h i n . We 

hope t o encounter about 10 t o 15 f e e t of t h e porous 

Grayburg Loco H i l l s sands. 

Q. Your proposed l o c a t i o n , a t t h e bottom of t h a t , 

you have PTD 6100. That's no longer t r u e ; c o r r e c t ? 

A. Yes, s i r . That i s no longer t r u e . At t h e time 

these e x h i b i t s were prepared we'd s t i l l a n t i c i p a t e d going 

t o a depth of 6100 f e e t . I t ' s o n l y been i n t h e l a s t week 

t h a t we have r e v i s e d t h a t t o 4600 f e e t . 

Q. What k i n d of r i s k are you recommending t o t h e 

d i v i s i o n based on your testimony? 
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A. W e l l , based on t h e c u r r e n t p r o d u c t i o n f i g u r e s of 

th e M e r i d i a n w e l l , we have t o assume t h i s i s s t i l l 

r e l a t i v e l y h i g h r i s k from an economic s t a n d p o i n t , so we're 

recommending t h e maximum r i s k . 

Q. Mr. Baker, i n your o p i n i o n , would t h e a p p r o v a l 

of t h i s a p p l i c a t i o n be i n t h e best i n t e r e s t of c o n s e r v a t i o n 

of o i l and gas? 

A. Yes, s i r . 

MR. PADILLA: Mr. Examiner, I have n o t h i n g f u r t h e r and 

I would o f f e r E x h i b i t s 1 through 10. 

EXAMINER STOGNER: E x h i b i t s i s l th r o u g h 10 w i l l be 

ad m i t t e d i n evidence. 

(Yates Energy E x h i b i t s 1 t h r o u g h 10 

were ad m i t t e d i n evidence.) 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Our records show, Mr. Baker, t h a t t h e Grayburg 

i s t h e Shugart p o o l , and the Shugart p o o l takes i n a l l of 

Se c t i o n 12. 

A. Yes, s i r . 

Q. However, e s s e n t i a l l y t h e n o r t h e r n p o r t i o n of 

Se c t i o n 12 was not according t o your E x h i b i t No. 9 been 

t h o r o u g h l y -- E x h i b i t s 8 and 9 -- been t h o r o u g h l y d r i l l e d 

and l o o k s l i k e i t runs out of p o r o s i t y a c c o r d i n g t o your 

isopach map; i s t h a t c o r r e c t ? 
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A. Yes, s i r . Obviously a t t h i s t i me t h a t ' s s t i l l 

somewhat i n t e r p r e t a t i v e . The n o r t h e a s t q u a r t e r of S e c t i o n 

12 has not been d r i l l e d f o r t he Grayburg. At t h i s t i m e I'm 

u s i n g a r e g i o n a l p i c t u r e t h a t I have worked up on t h e area 

b a s i c a l l y t o get my o r i e n t a t i o n , but j u s t from t h e r e g i o n a l 

p i c t u r e i t i n d i c a t e s f o r t he Grayburg, t h e n o r t h e r n h a l f of 

S e c t i o n 12 w i l l probably not have p o r o s i t y g r e a t e r t h a n 10 

p e r c e n t , which we b e l i e v e you need t o make a commercial 

procedure. 

Q. You're s k i r t i n g t h a t area, are you not? 

A. Yes, s i r . 

Q. Even though i t ' s i n t h e p o o l , you're s t i l l 

s eeking 200 percent r i s k p e n a l t y ? 

A. Yes, s i r , I t h i n k based on t h e r i s k i n e s s of t h e 

sand and t h e f a c t t h e economic c r i t e r i a i n which we need 

and t h e f a c t t h a t t he Comanche w e l l i s t e s t i n g p r e t t y 

p o o r l y a t t h i s t i m e , I b e l i e v e we s t i l l need t o seek t h e 

maximum p e n a l t y . 

Q. Are t h e r e any producing w e l l s t h a t produce 

h i g h e r up i n t h e Shugart p o o l i n the Yates and Seven R i v e r s 

i n t h i s area i n Se c t i o n 12? 

A. I n t h e Queen, yes, s i r , which i s con s i d e r e d p a r t 

of t h a t Shugart p o o l . A l l t h e o t h e r o i l w e l l s t h a t you see 

here, on here, Mr. Stogner, were a l l Queen producers t h a t 

were produced back i n the '50s and up th r o u g h -- c u r r e n t l y 
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t h e r e i s s t i l l a couple of those w e l l s . I t ' s under a dump 

f l o o d r i g h t now. There's a couple of those w e l l s t h a t are 

p r o d u c i n g a t f o u r t o f i v e b a r r e l s of o i l a day. I do not 

b e l i e v e t h e Yates or the Seven R i v e r s are p r o s p e c t i v e i n 

here. I have not seen a n y t h i n g t o i n d i c a t e t h e t y p e o f 

p o r o s i t y t h a t you need f o r t h e Yates or Seven R i v e r s t o be 

p r o d u c t i v e but t h e Queen i s . 

Q. But t h e r e are no Queen, Yates or Seven R i v e r s 

w e l l s i n t h e n o r t h e a s t q u a r t e r e s s e n t i a l l y , i s t h e r e ? 

A. No, s i r . There i s one dry h o l e which was 

d r i l l e d i n 1940 or '47 as I r e c a l l . I t was f o r t h e Queen 

f o r m a t i o n , t h e same as t h e r e s t of t h e Shugart w e l l s were, 

and t h e r e was no e l e c t r i c l o g on t h a t w e l l . A l l t h e r e was 

was a scout t i c k e t . I suspect from my mapping on t h e Queen 

t h a t i t was t i g h t . But f o r the most p a r t t h e n o r t h e a s t 

q u a r t e r of S e c t i o n 12 has not been adequately t e s t e d . 

Q. So i n t h a t aspect you're s t i l l b e i n g o f f s e t by a 

plugged and abandoned w e l l back i n t h e '40s? 

A. Yes, s i r . 

Q. And e s s e n t i a l l y no p r o d u c t i o n t o t h e n o r t h ? 

A. Yes, s i r . 

EXAMINER STOGNER: Are t h e r e any o t h e r q u e s t i o n s of 

Mr. Baker? I f n o t , he may be excused. A n y t h i n g f u r t h e r . 

MR. PADILLA: Nothing f u r t h e r , Mr. Examiner. 

MR. STOVALL: I n t h a t case, case 10281 w i l l be taken 
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under advisement. 

(Whereupon, t h e h e a r i n g was concluded a t t h e 

approximate hour of 9:05 a.m.) 

* * * 
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