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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: 

APPLICATION OF YATES ENERGY 
CORPORATION 

CASE NO. 10217 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: JAMES MORROW, Hear i n g Examiner 

January 24, 1991 

Santa Fe, New Mexico 

T h i s m a t t e r came on f o r h e a r i n g 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 on January 24, 1991, a t 10:10 a.m. a t 

O i l C o n s e r v a t i o n D i v i s i o n Conference Room, S t 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 Freda Donica, RPR, C e r t i f i e d Court R e p o r t e r No. 417, 

f o r t h e S t a t e o f New Mexico. 

FOR: OIL CONSERVATION BY: FREDA DONICA, RPR 
DIVISION C e r t i f i e d Court R e p o r t e r 

CCR No. 417 

(ORIGINAL) 
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I N D E X 

January 24, 1991 
Examiner Hearing 
CASE NO. 10217 

APPEARANCES 

YATES ENERGY CORPORATION WITNESSES: 

SHARON HAMILTON 
D i r e c t Examination by Mr. P a d i l l 
Cross-Examination by Mr. Carr 

BILLY DON BAKER, JUNIOR 
D i r e c t Examination by Mr. P a d i l l 
Cross-Examination by Mr. Carr 

REPORTER'S CERTIFICATE 

* * * 

E X H I B I T S 

Appli c a n t ' s 4- 8 
Applic a n t ' s 1- 3 
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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 Commission 
State 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 87501 

FOR THE APPLICANT: PADILLA & SNYDER 
200 W. Marcy, Suite 216 
Santa Fe, New Mexico 87504 
BY: ERNEST L. PADILLA, ESQ. 
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HEARING EXAMINER: At t h i s t i m e w e ' l l hear case 10217. 

MR. STOVALL: 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 County, New Mexico. 

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

MR. PADILLA: Mr. Examiner, my name i s E r n e s t 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 n t h i s 

case. 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 Examiner, 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 & B l a c k , P. 

A., o f Santa Fe. I r e p r e s e n t Harvey E. Yates Company; HEYCO 

Employees, L i m i t e d ; S p i r a l , I n c . ; E x p l o r e r s P e t r o l e u m ; W. T. 

Wynn. I do not have a w i t n e s s . 

THE COURT: Witnesses s t a n d and be sworn, p l e a s e . 

(Witnesses sworn.) 

MR. PADILLA: Mr. Examiner, I ' l l c a l l Sharon H a m i l t o n 

a t t h i s t i m e . 

SHARON HAMILTON 

t h e 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, t e s t i f i e d 

as f o l l o w s : 

DIRECT 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 y our 

f u l l name and by whom you're employed. 

A. Sharon H a m i l t o n ; I'm employed by Yates Energy 

C o r p o r a t i o n as a landman. 
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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 as a p e t r o l e u m landman and had your 

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 o f r e c o r d ? 

A. Yes, I have. 

Q. Have you p r e p a r e d c e r t a i n l a n d 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 today? 

A. Yes, I have. 

MR. PADILLA: Mr. Examiner, I would t e n d e r Ms. H a m i l t o n 

as a p e t r o l e u m landman a t t h i s t i m e . 

HEARING EXAMINER: She's so q u a l i f i e d . 

Q. (By Mr. P a d i l l a ) Ms. H a m i l t o n , would you, f i r s t 

o f a l l , t e l l us b r i e f l y what you seek o r what Yates Energy 

C o r p o r a t i o n seeks by t h i s a p p l i c a t i o n ? 

A. We r e q u e s t t h e r i g h t t o compulsory p o o l a 40-acre 

t r a c t f o r t h e purpose o f d r i l l i n g a Grayburg-Delaware t e s t . 

Q. Are t h e r e i n t e r e s t owners -- w o r k i n g i n t e r e s t 

owners -- who have n o t agreed t o p o o l t h e i r i n t e r e s t s a t 

t h i s t i m e? 

A. Yes, s i r , t h e r e a r e . 

MR. PADILLA: Mr. Examiner, I ' d l i k e t o s t a r t o f f w i t h 

e x h i b i t -- t h e l a n d e x h i b i t s a r e marked E x h i b i t s 4 t h r o u g h 

8, and I ' d l i k e t o s t a r t w i t h E x h i b i t Number 4 f i r s t , 

p l e a s e . And t h e g e o l o g i c a l e x h i b i t s a r e marked 1, 2 and 3, 

and I ' l l t a k e t h o s e up w i t h t h e second w i t n e s s . 

Q. (By Mr. P a d i l l a ) Ms. H a m i l t o n , l e t me hand you 
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what we have marked as E x h i b i t Number 4 and have you 

i d e n t i f y t h a t f o r t h e Examiner, p l e a s e . 

A. T h i s i s a l a n d p l a t o f Township 18 South, Range 

31 East, i n Eddy County, New Mexico. Our proposed l o c a t i o n 

i s i n t h e southwest o f t h e n o r t h w e s t q u a r t e r o f S e c t i o n 12, 

and i t ' s h i g h l i g h t e d i n y e l l o w on your p l a t . 

Q. T h i s i s a 40-acre t r a c t ? 

A. Yes, s i r . T h i s i s a 40-acre t r a c t t o be 

d e d i c a t e d t o t h e w e l l . 

Q. I s t h a t w e l l proposed a t a s t a n d a r d l o c a t i o n ? 

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

Q. Ms. H a m i l t o n , l e t me hand you what we have marked 

as E x h i b i t Number 5 and have you i d e n t i f y t h a t f o r t h e 

Examiner, p l e a s e . 

A. T h i s i s an ownership summary f o r t h e 40-acre 

t r a c t t h a t i n d i c a t e s t h e i n t e r e s t s o f a l l p a r t i e s i n v o l v e d 

as w o r k i n g i n t e r e s t owners. 

Q. Can you s t a r t a t t h e t o p o f t h a t l i s t and t e l l us 

e x a c t l y who has and who has n o t p a r t i c i p a t e d i n d r i l l i n g o f 

t h i s w e l l ? 

A. Yes, s i r . Yates Energy C o r p o r a t i o n i s t h e owner 

o f a .23683771 i n t e r e s t i n t h i s w e l l . HEYCO Development 

C o r p o r a t i o n , f o r m e r l y Harvey E. Yates Company, i s t h e owner 

o f a .37159510 i n t e r e s t i n t h i s w e l l . These i n t e r e s t s a r e 

under t h e c o n t r o l o f Yates Energy C o r p o r a t i o n , and we w i s h 
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t o f o r c e p o o l t h e r e m a i n i n g owners. 

Q. What e f f o r t s have you made t o f o r c e p o o l o r t o 

g a i n t h e v o l u n t a r y j o i n d e r o f t h e o t h e r i n t e r e s t owners? 

A. We have r e q u e s t e d f a r m o u t f r o m t h e o t h e r owners 

i n t h i s area and have been unable t o n e g o t i a t e any f a r m o u t 

c o n t r a c t s . 

Q. L e t me hand you what we have marked E x h i b i t 

Number 5 and have you go -- or have you t e l l t h e Examiner 

what t h a t i s , p l e a s e . 

A. E x h i b i t Number 5 i s a summary --

Q. I'm s o r r y , E x h i b i t Number 6. 

A. I t ' s a summary o f t h e correspondence t h a t has 

been sen t by Yates Energy C o r p o r a t i o n t o t h e i n d i v i d u a l 

owners. I t b e g i n s on August t h e 29t h o f '90 when we made a 

w e l l p r o p o s a l and ends t h r o u g h a l e t t e r o f January 4 t h . And 

c o p i e s o f t h e correspondence a r e a t t a c h e d . 

Q. B r i e f l y t e l l t h e Examiner what e f f o r t s you have 

made t o communicate w i t h t h e i n t e r e s t owners i d e n t i f i e d i n 

E x h i b i t Number 5 and what correspondence o r o t h e r 

communications you have had as shown by E x h i b i t Number 6. 

I n o t h e r words, I ' d l i k e f o r you t o compare E x h i b i t s Number 

5 and 6 as f a r as your e f f o r t s t o seek t h e v o l u n t a r y j o i n d e r 

o f t h e w o r k i n g i n t e r e s t owners who have n o t agreed t o d r i l l 

t h e w e l 1 . 

A. On August 29th we proposed t h e w e l l t o a l l 
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i n t e r e s t owners. On September t h e 1 2 t h o f 1990 we sent 

l e t t e r s t o a l l i n t e r e s t owners r e q u e s t i n g f a r m o u t . We had a 

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

p o s s i b i l i t y o f a f a r m o u t ; and on January t h e 3 r d , 1991, we 

sent an a d d i t i o n a l l e t t e r t o Chevron w i t h t h e terms as t h e y 

had d i s c u s s e d on t h e t e l e p h o n e . 

Q. And you u l t i m a t e l y asked me t o f i l e a compulsory 

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

A. Yes, s i r . We asked t h a t we proceed w i t h t h e 

h e a r i n g , and on January t h e 3 r d t h e a p p l i c a t i o n was made f o r 

t h e p o o l i n g r e q u e s t . 

Q. I n your o p i n i o n , have you exhausted a l l 

r e a s o n a b l e p o s s i b i l i t i e s o f g a i n i n g v o l u n t a r y j o i n d e r f o r 

d r i l l i n g t h i s w e l l ? 

A. Yes, s i r , we have. 

Q. Have t h e s e same p a r t i e s been f o r c e p o o l e d i n 

o t h e r a c t i o n 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 D i v i s i o n ? 

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

l o c a t i o n i n t h i s S e c t i o n 12 i n t h e n o r t h e a s t o f t h e 

n o r t h w e s t q u a r t e r f o r t h e d r i l l i n g o f t h e number one. 

Q. And d i d t h e y j o i n a t t h a t t i m e ? 

A. No, s i r . They were under non-consent under f o r c e 

p o o l o r d e r . 

Q. Ms. H a m i l t o n , do you have a n y t h i n g e l s e f u r t h e r 

c o n c e r n i n g E x h i b i t Number 6? 
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A. No, s i r , I do n o t . 

MR. PADILLA: I would p o i n t o u t t o t h e Examiner t h a t 

i n c l u d e d i n E x h i b i t Number 6 i s my a f f i d a v i t o f m a i l i n g and 

t h e n o t i c e t h a t we have sent t o t h e v a r i o u s i n t e r e s t owners. 

Q. (By Mr. P a d i l l a ) Ms. H a m i l t o n , l e t ' s proceed on 

w i t h what we have marked as E x h i b i t Number 7, p l e a s e . 

I d e n t i f y t h a t , p l e a s e . 

A. T h i s was t h e p r o p o s a l AFE s u b m i t t e d f o r t h e 

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

Q. Ms. H a m i l t o n , have any o f t h e non-working 

i n t e r e s t owners r e t u r n e d a completed AFE t o you? 

A. No, s i r , t h e y have n o t . 

Q. And a r e t h e bottom l i n e f i g u r e s i d e n t i f i e d on 

t h a t e x h i b i t r e a s o n a b l e f i g u r e s , i n your o p i n i o n ? 

A. Yes, s i r , i n my o p i n i o n , I b e l i e v e t h e y ' r e 

r e a s o n a b l e c o s t s . 

Q. Has anyone o b j e c t e d t o t h o s e c o s t s ? 

A. No, s i r , t h e y have n o t . 

Q. Ms. H a m i l t o n , s h o u l d 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 approve t h i s a p p l i c a t i o n , does t h e Yates Energy 

C o r p o r a t i o n d e s i r e t o be named t h e o p e r a t o r ? 

A. Yes, s i r , we do. 

Q. Under an o r d e r ? 

A. Yes, s i r , under an o r d e r . 

Q. What overhead charges have you -- I s h o u l d ask: 
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Do you have any overhead charges t h a t you recommend t h a t t h e 

d i v i s i o n i n c o r p o r a t e i n t o a compulsory p o o l i n g o r d e r ? 

A. We would r e q u e s t a $4,000.00 overhead d r i l l i n g 

r a t e and a 350 monthly p r o d u c i n g r a t e . 

Q. Are th e s e f i g u r e s r e f l e c t e d i n what we have 

marked E x h i b i t Number 8? 

A. Yes, s i r , E x h i b i t Number 8 i s a copy o f t h e E r n s t 

& Young overhead r a t e summary. And we've r e q u e s t e d t h e r a t e 

based under t h e 1990 p u b l i c a t i o n . 

Q. What a r e t h o s e r a t e s f o r a p r o d u c i n g w e l l ? 

A. For t h e de p t h i n t e r v a l t h a t we're r e q u e s t i n g , 

i t ' s $4,000.00 monthly d r i l l i n g and 350 mon t h l y p r o d u c i n g . 

Q. So, Ms. H a m i l t o n , do you have a n y t h i n g e l s e 

f u r t h e r t o add t o your t e s t i m o n y ? 

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

MR. PADILLA: Mr. Examiner, we t e n d e r E x h i b i t s 4 

t h r o u g h 8. And we pass 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 4 t h r o u g h 8 a r e accepted 

i n t o e v i d e n c e . 

On t h e -- where you summarize t h e i n t e r e s t t h e r e , 

t h e 37 p e r c e n t p l u s i n t e r e s t shown as HEYCO Development 

C o r p o r a t i o n i n t h e upper p o r t i o n o f E x h i b i t Number 5? 

THE WITNESS: Yes, s i r . 

HEARING EXAMINER: I b e l i e v e you i n d i c a t e d t h a t Yates 

Energy C o r p o r a t i o n c o n t r o l l e d t h a t i n t e r e s t . I s t h a t t h e 
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way you p u t i t ? 

THE WITNESS: Yes, s i r . 

HEARING EXAMINER: What d i d you mean by t h a t ? 

THE WITNESS: Under c o n t r a c t o b l i g a t i o n s between Yates 

Energy C o r p o r a t i o n and Harvey E. Yates Company t h e r e ' s a 

fa r m o u t commitment t h a t we f e e l we've s a t i s f i e d t h e 

r e q u i r e m e n t s o f t h e c o n t r a c t between t h e two companies t o 

j u s t i f y t h e f a r m o u t t o Yates Energy C o r p o r a t i o n o f t h a t 

i n t e r e s t . 

HEARING EXAMINER: And t h e 1.4 p e r c e n t p l u s l i s t e d 

below as t h e Employees L i m i t e d , t h a t ' s a d i f f e r e n t --

THE WITNESS: Yes, s i r , t h a t ' s a s e p a r a t e i n t e r e s t . 

MR. CARR: I have j u s t a c o u p l e o f q u e s t i o n s . 

HEARING EXAMINER: You go ahead. 

CROSS-EXAMINATION 

BY MR. CARR: 

Q. Ms. H a m i l t o n , on t h e 1 2 t h you s u p p l i e d f a r m o u t 

terms t o tho s e p a r t i e s t h a t you're now se e k i n g t o f o r c e 

p o o l , c o r r e c t ? 

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

Q. I n a d d i t i o n t o t h a t , were t h e r e any o t h e r 

n e g o t i a t i o n s between you and th o s e p a r t i e s c o n c e r n i n g t h e 

farmout? 

A. No, s i r , t h e r e were n o t . 

Q. That p r o p o s a l appears t o seek a f a r m o u t o f a l l 
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i n t e r e s t s i n t h e n o r t h h a l f o f t h a t s e c t i o n ; i s t h i s 

c o r r e c t ? 

A. Yes, s i r . 

Q. Would Yates Energy be i n t e r e s t e d o r w i l l i n g t o 

c o n s i d e r a f a r m o u t on j u s t t h e 40 acres which a r e i n v o l v e d 

i n t h i s case? 

A. We would p r e f e r t o n e g o t i a t e a f a r m o u t f o r t h e 

development o f our p r o s p e c t , which we c o n s i d e r t o be t h e 

n o r t h h a l f . As we haven't r e c e i v e d a p r o p o s a l f o r t h e 

40-acre t r a c t , I'm not sure what management would c o n s i d e r . 

MR. CARR: That's a l l . Thank you. 

HEARING EXAMINER: A l l r i g h t . I n l o o k i n g t h r o u g h t h e 

l e t t e r s t h a t were sent t o t h e i n t e r e s t owners, t h e r e was a 

menti o n o f a number one w e l l . Has i t a l r e a d y been d r i l l e d ? 

THE WITNESS: Yes, s i r . The number one w e l l i s d r i l l e d 

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

S e c t i o n 12. 

HEARING EXAMINER: A l l r i g h t . D i d Yates Energy d r i l l 

t h a t w e l l ? 

THE WITNESS: Yes, s i r , we d i d . 

HEARING EXAMINER: D i d t h e c o s t s on your AFE r e f l e c t 

comparable c o s t s o r t h e a c t u a l c o s t s i n t h a t w e l l ? 

THE WITNESS: The number one w e l l was d r i l l e d t o j u s t 

t h e San Andres, so i t was t h e 5,000 f o o t t e s t . And i t was 

d r i l l e d i n August. And so t h i s AFE f o r t h e number two w e l l 
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i s -- has been -- i t ' s changed f r o m t h e number one AFE 

because t h i s i s a 5,500 f o o t t e s t . And so t h i s AFE i s 

d i f f e r e n t i n t h a t i t c o v e r s t h e a d d i t i o n a l f o o t a g e , and i t ' s 

updated as t o t h e c u r r e n t r a t e s . 

HEARING EXAMINER: Deeper i n t o t h e San Andres; i s t h a t 

c o r r e c t ? 

THE WITNESS: Yes, s i r , t h i s goes t h r o u g h t h e San 

Andres i n t o t h e Delaware. 

HEARING EXAMINER: You w i l l t e s t t h e Delaware? 

THE WITNESS: Yes, s i r , t h a t i s our t o t a l d e p t h i s t o 

t e s t t h e Delaware and t h e Grayburg. 

HEARING EXAMINER: The w i t n e s s may be excused. 

MR. PADILLA: Mr. Examiner, a t t h i s t i m e I ' l l c a l l B i l l 

Baker. 

BILLY DON BAKER, JUNIOR 

t h e 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, t e s t i f i e d 

as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. PADILLA: 

Q. Mr. Baker, would you s t a t e your name please? 

A. B i l l y Don Baker, J u n i o r . 

Q. You're a g e o l o g i s t employed by Yates Energy 

C o r p o r a t i o n ? 

A. Yes, s i r , I am. 

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 
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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 accepted as a 

g e o l o g i s t ? 

A. Yes, s i r , I have, and t h e y were. 

Q. Mr. Baker, have you p r e p a r e d 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 ? 

A. Yes, s i r , I p r e p a r e d t h r e e e x h i b i t s . 

Q. And you've made a s t u d y o f t h e p r o j e c t e d d e p t h as 

f a r as geology i s concerned? 

A. Yes, s i r . I ' d done a s t u d y o f t h i s area on 

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

MR. PADILLA: Mr. Examiner, we t e n d e r Mr. Baker as a 

p e t r o l e u m g e o l o g i s t . 

HEARING EXAMINER: We ' l l a c c e p t Mr. Baker's 

q u a l i f i c a t i o n s . 

Q. (By Mr. P a d i l l a ) Mr. Baker, f i r s t o f a l l , p l e a s e 

g e n e r a l l y d e s c r i b e t h e t y p e o f geology t h a t you hope t o 

encounter i n t h e Delaware. 

A. T h i s p a r t i c u l a r proposed p r o s p e c t i s s i t u a t e d 

r i g h t i n f r o n t o f t h e Pecos Slope Abo s h e l f . I t ' s r i g h t 

o u t s i d e t h e Tamano f i e l d , t h e Tamano Bone S p r i n g s f i e l d . 

T h i s i s a proposed 5,500 f o o t Grayburg/Delaware t e s t . The 

p r i m a r y o b j e c t i v e o f t h e t e s t i s what i s c a l l e d t h e Grayburg 

Loco H i l l s Sand. We w i l l be p e n e t r a t i n g t h r o u g h a number o f 

p o t e n t i a l l y p r o d u c t i v e sands i n t h e Queen, Grayburg. There 

i s a p o t e n t i a l f o r San Andres c a r b o n a t e i n t h e area and 

HUNNICUTT REPORTING 
(505) 9829770 



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 

15 

p o t e n t i a l f o r a Delaware sand. 

Q. Mr. Baker, l e t ' s move t o what we have marked as 

E x h i b i t Number 1 and have you i d e n t i f y t h a t , p l e a s e . 

A. Yes, s i r . T h i s i s a s t r u c t u r e map on t h e t o p o f 

t h e Grayburg f o r m a t i o n , which I s t a t e d i s t h e p r i m a r y 

o b j e c t i v e o f t h e P r i c k l y Pear Number 2. T h i s p a r t i c u l a r 

e x h i b i t here shows t h e w e l l d a t a i n t h e area on t h e t o p o f 

t h e Grayburg f o r m a t i o n w i t h r e l a t i o n s h i p t o our proposed 

l o c a t i o n . I t a l s o i n d i c a t e s a c r o s s s e c t i o n A t o A p r i m e , 

which I w i l l g e t i n t o a l i t t l e b i t w i t h E x h i b i t 3 o f mine, 

which w i l l a l s o show t h e s t r u c t u r a l datums on t h e t o p o f t h e 

Grayburg f o r m a t i o n and t h e p o t e n t i a l pay h o r i z o n s . 

Q. Mr. Baker, i n terms o f r i s k , what does t h i s 

e x h i b i t show? 

A. T h i s e x h i b i t shows t h a t our proposed l o c a t i o n 

w i l l be a p p r o x i m a t e l y 50 f e e t h i g h t o t h e s h o a l w e l l , w h i c h 

has s e t o v e r a l l p r o s p e c t up. But as I w i l l show i n a l i t t l e 

b i t by my i s o p a c h , i t a l s o i n d i c a t e s t h a t t h e r e i s a number 

of w e l l s l o c a t e d back t o t h e west i n S e c t i o n 11 t h a t have 

t h e pay sand c u r r e n t l y b e h i n d p i p e t h a t have n o t been t e s t e d 

t h a t a r e i n a much f a v o r a b l y up-dipped p o r t i o n w i t h i n t h e 

r 

Grayburg f o r m a t i o n t o o . ^ ^ v 

Q. When you say " s h o a l w e l l , " what do you mean by 

s hoal w e l l ? 

A. The s h o a l w e l l t h a t I w i l l t a l k about i n a l i t t l e 
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b i t i s t h e HEYCO T a y l o r One Y, Deep T a y l o r One Y. I t i s 

c u r r e n t l y a Bone S p r i n g s p r o d u c e r . I t was d r i l l e d t o t h e 

Bone S p r i n g s , b u t i t e n c o u n t e r e d t h e Grayburg Loco H i l l s 

Sand. I t had s i g n i f i c a n t mud l o g s h o a l s . And by s a y i n g 

t h a t , t h a t means o i l and gas s h o a l s r e g i s t e r e d by 

chromatographs and r e g i s t e r e d by a mud l o g g e r . 

Q. I s t h a t t h e w e l l t h a t ' s c o l o r e d t h e r e i n t h e 

m i d d l e o f S e c t i o n 12? 

A. Yes, s i r , i t ' s c o l o r e d i n h a l f by -- i n p i n k . 

And I have d e s i g n a t e d s h o a l w e l l s by t h a t h a l f s l a s h mark 

and p r o d u c e r s by c o l o r e d i n f u l l . 

Q. What e l s e do you want t o t e l l t h e Examiner 

c o n c e r n i n g t h i s e x h i b i t ? 

A. That's g e n e r a l l y a l l t h e r e i s t o i t . 

Q. Ready t o move on t o E x h i b i t Number 2? 

A. Yes, s i r . Now, E x h i b i t Number 2 i s an is o p a c h o f 

t h e Grayburg Loco H i l l s Sand which i s , a g a i n , t h e p r i m a r y 

t a r g e t o f t h e P r i c k l y Pear Number 2. I have used a p o r o s i t y 

c u t o f f , p o r o s i t y o f f t h e d e n s i t y l o g s o f g r e a t e r t h a n 10 

p e r c e n t f r o m i s o p a c h v a l u e s . And i n d o i n g so, I have 

i n d i c a t e d t h a t t h e r e appear t o be two s t r a t i g r a p h i c a l l y 

p a r a l l e l b a r s s i t u a t e d i n t h i s p a r t i c u l a r area t h a t a r e 

b a s i c a l l y r u n n i n g i n an eas t - w e s t o r i e n t a t i o n . 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 t h e P r i c k l y Pear Number 2 

sh o u l d encounter a p p r o x i m a t e l y 20 f e e t o f t h e Grayburg sand 
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w i t h greater than ten percent p o r o s i t y i n v o l v e d . 

Q. I n terms of your l o c a t i o n , what k i n d of optimism 

or pessimism do you have w i t h regard t o encountering 

hydrocarbons? 

A. Once again, i f you take both the isopach and the 

s t r u c t u r e map and put the two tog e t h e r , i t ' s f a i r l y evident 

t h a t we are i n the fair w a y t o encounter the Grayburg sand; 

but because of the s t r u c t u r a l r e l a t i o n s h i p w i t h where our 

l o c a t i o n i s located , we are a t a s i g n i f i c a n t l y down-dip 

l o c a t i o n as f a r as some w e l l s located back i n Section 11. 

We are going t o be high t o the w e l l i n Section 12. That 

i n d i c a t e s t h a t we should have shoals here, but i t ' s s t i l l 

unclear since there have not been any DSTs i n t h i s 

p a r t i c u l a r sand area as t o where i n the o i l column we w i l l 

be s i t u a t e d . 

Q. Are there any Delaware or Grayburg w e l l s t h a t 

produce i n t h i s area from those formations? 

A. There are two Grayburg w e l l s t h a t are Reid and 

Stevens w e l l s t h a t are located i n the northwest quarter of 

Section 14. These appear t o be i n a s t r a t i g r a p h i c a l l y 

s i m i l a r sand pod, but i t looks l i k e t h i s i s one t h a t ' s 

s i t u a t e d j u s t t o the south of us. 

Q. Do you have anything else f u r t h e r concerning t h i s 

e x h i b i t ? 

A. No, s i r , I do not. 
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Q. Let's move on t o your c r o s s - s e c t i o n , which i s 

E x h i b i t Number 3. 

A. Cross-section A t o A prime i s a s t r u c t u r a l 

c r o s s - s e c t i o n , hung on a datum of minus 250 f e e t subsea. 

This c r o s s - s e c t i o n merely i l l u s t r a t e s the top of the 

Grayburg f o r m a t i o n , which was my s t r u c t u r a l datum t h a t I 

mapped o f f E x h i b i t Number 1. I t also i n d i c a t e s the e n t i r e 

Loco H i l l s Sand i n t e r v a l . And then I have colored i n orange 

the sand t h a t i s greater than 10 percent. And I have 

i n d i c a t e d our proposed l o c a t i o n as t o how we be l i e v e we w i l l 

be a t a s t r u c t u r a l p o s i t i o n as w e l l as a s t r a t i g r a p h i c 

p o s i t i o n w i t h i n the Grayburg f o r m a t i o n . 

I have also noted on the f a r rig h t - h a n d p o r t i o n 

of the cr o s s - s e c t i o n i s the shoal w e l l , which i s the Harvey 

E. Yates Taylor Deep 12 1-Y. The mud log shoal t h a t was 

encountered when they went through the Loco H i l l s Sand, t h a t 

i s a very good mud log shoal; t h a t i s b a s i c a l l y a l l i t i s a t 

t h i s time. But t h a t ' s what i s s e t t i n g up the prospect. 

Q. Mr. Baker, based on your study and the e x h i b i t s 

t h a t you have introduced here today, what recommendation do 

you have t o the Examiner f o r a r i s k of penalty f a c t o r ? 

A. Well, due t o the f a c t t h a t t h i s p a r t i c u l a r sand 

has not produced i n t h i s immediate area and t h a t we're 

located i n a r e l a t i v e l y down-dip s t r u c t u r a l p o s i t i o n , I 

be l i e v e the maximum ought t o be asked f o r . 
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Q. Do you have anything concerning your testimony 

here today, Mr. Baker? 

A. No, s i r . 

Q. I n your o p i n i o n , Mr. Baker, would approval of 

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

conservation of o i l and gas? 

A. Yes, s i r . 

MR. PADILLA: Mr. Examiner, we o f f e r E x h i b i t s 1 through 

3. And we pass the witness a t t h i s time. 

HEARING EXAMINER: E x h i b i t s 1 through 3 are accepted 

i n t o evidence. Mr. Carr? 

CROSS-EXAMINATION 

BY MR. CARR: 

Q. Mr. Baker, d i d you i n d i c a t e t h a t the P r i c k l y Pear 

Number 1 defined the prospect f o r you i n the nor t h h a l f of 

t h i s section? 

A. No, s i r . The P r i c k l y Pear Number 1, i t -- t h a t 

p a r t i c u l a r prospect was proposed s h o r t l y a f t e r our Thornbush 

Federal Number 1. That one defined the San Andres formation 

onl y . At the time t h a t w e l l was proposed, i t was s t r i c t l y a 

San Andres t e s t and d i d not def i n e the r e s t of the p o t e n t i a l 

pay i n t e r v a l s t h a t are located w i t h i n our prospect area. 

Q. And what i s i t producing from? 

A. Right now i t ' s a Queen producer. 

Q. And the primary o b j e c t i v e i n the number two w e l l 
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i s t h e Delaware? 

A. No, s i r . As s a i d , i t i s t h e Loco H i l l s . We f e e l 

l i k e t h e r e a r e a d d i t i o n a l secondary t a r g e t s , b e i n g n o t o n l y 

t h e Queen, b u t t h e Grayburg, t h e San Andres, and a p o s s i b l e 

Delaware sand. That's t h e reason we want t o p e n e t r a t e 

t h r o u g h t h e t o p o f t h e Delaware. 

Q. What do you mean when you say " p r o s p e c t " ? 

A. W e l l , I mean i n a c e r t a i n a r e a , I mean, you have 

a p r o s p e c t o u t l i n e . Each i n d i v i d u a l w e l l can have d i f f e r e n t 

pay i n t e r v a l s t h a t a r e t h e p r i m a r y t a r g e t w i t h i n a p r o s p e c t 

area . 

Q. The p r o s p e c t area t h e n y o u ' r e s a y i n g i n c l u d e s t h e 

n o r t h h a l f , b u t you have d i f f e r e n t o b j e c t i v e s w i t h i n t h a t 

p r o s p e c t ? 

A. Yes, s i r , yes, s i r . And t h a t ' s s t a n d a r d p r a c t i c e 

w i t h i n any p r o s p e c t a r e a , e s p e c i a l l y s i t u a t e d a l o n g t h i s 

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

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

HEARING EXAMINER: The n o t i c e and a l s o on your 

c r o s s - s e c t i o n h e r e , t h e r e ' s some Bone S p r i n g s d a t a . I s t h e 

Bone S p r i n g s -- w i l l i t be i n c l u d e d i n t h i s t e s t ? 

THE WITNESS: No, s i r . The Bone S p r i n g s f o r m a t i o n i s a 

much deeper f o r m a t i o n , and we w i l l n o t be p e n e t r a t i n g t h a t 

one. That's what t h e p r i m a r y t a r g e t has been i n t h i s area 

t o d a t e , has been t h e Bone S p r i n g s f o r m a t i o n . We w i l l n o t 

HUNNICUTT REPORTING 
(505) 9829770 



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 

21 

be p e n e t r a t i n g t h a t f o r m a t i o n , no, s i r . That s t a r t s a t 

about 7,900 f e e t . 

HEARING EXAMINER: So t h e Tamano Bone S p r i n g s i s n o t a 

p a r t o f t h i s a p p l i c a t i o n . 

THE WITNESS: No, s i r . 

HEARING EXAMINER: The S h u g r e t t e p o o l , what i s t h e 

p r o d u c i n g i n t e r v a l ? 

THE WITNESS: The N o r t h S h u g r e t t e p o o l was o r i g i n a l l y 

t h e Queen f i e l d , w hich i s s i t u a t e d by a number o f o i l w e l l s 

on here t h a t a r e not c i r c l e d . You can l o o k a t e i t h e r my 

s t r u c t u r a l o r my is o p a c h map. That i s t h e S h u g r e t t e Queen 

Seven R i v e r s f i e l d . That i s a r e l a t i v e l y o l d f i e l d t h a t ' s 

c u r r e n t l y under secondary f l o o d , i f I'm n o t m i s t a k e n . Our 

Thornbush F e d e r a l Number 1 , i n which we enc o u n t e r e d t h e San 

Andres zone t h a t we f e l t was a w i l d c a t , has a l s o been 

i n c l u d e d as p a r t o f t h e N o r t h S h u g r e t t e San Andres p o o l . 

HEARING EXAMINER: I s t h i s on t h i s map? 

THE WITNESS: Yes, s i r . I t ' s l o c a t e d i n t h e s o u t h e a s t 

o f t h e southwest o f S e c t i o n 1, t h a t o i l w e l l s i t u a t e d r i g h t 

t h e r e , t h e o n l y o i l w e l l i n S e c t i o n 1 . Yes, s i r , t h a t was 

our Thornbush F e d e r a l Number 1 . That was d r i l l e d as a Bone 

S p r i n g s t e s t . I t was d r y i n t h e Bone S p r i n g s and 

su b s e q u e n t l y r e c o m p l e t e d i n t h e San Andres f o r m a t i o n . 

HEARING EXAMINER: I n t h e S h u g r e t t e p o o l ? 

THE WITNESS: W e l l , we asked f o r a new f i e l d d i s c o v e r y , 
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i t , as N o r t h S h u g r e t t e San Andres, yes, s i r . 

HEARING EXAMINER: A l i t t l e more on t h e number one 

w e l l . I t produces f r o m t h e Queen; i s t h a t c o r r e c t ? 

THE WITNESS: The P r i c k l y Pear Number 1 does, yes, s i r , 

t h e P r i c k l y Pear. The Thornbush F e d e r a l Number 1 i s f r o m 

t h e San Andres. 

HEARING EXAMINER: T h i s P r i c k l y Pear Number 1, what i s 

the p r o d u c i n g r a t e f o r i t ? 

THE WITNESS: About t h r e e b a r r e l s a day r i g h t now. 

I t ' s a m a r g i n a l p r o d u c e r . 

HEARING EXAMINER: Any q u e s t i o n s ? 

MR. STOVALL: No. 

HEARING EXAMINER: The w i t n e s s may be excused. 

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

HEARING EXAMINER: Mr. Carr? 

MR. CARR: We have n o t h i n g t o p r e s e n t . 

MR. STOVALL: Were 1 t h r o u g h 3 a d m i t t e d ? 

HEARING EXAMINER: Yes. Case 10217 w i l l be t a k e n under 

advisement. 

(The f o r e g o i n g h e a r i n g was a d j o u r n e d a t t h e 

app r o x i m a t e hour o f 10:40 a.m.) 
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STATE OF NEW MEXICO 

COUNTY OF SANTA FE 

I , FREDA DONICA, RPR, a C e r t i f i e d Court R e p o r t e r , DO 

HEREBY CERTIFY t h a t I s t e n o g r a p h i c a l l y r e p o r t e d t h e s e 

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 D i 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 , complete and a c c u r a t e t r a n s c r i p t o f 

t h e p r o c e e d i n g s o f s a i d h e a r i n g as appears f r o m my 

s t e n o g r a p h i c notes so t a k e n and 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 . 

I FURTHER CERTIFY t h a t I am n o t r e l a t e d t o nor employed 

by any o f t h e p a r t i e s h e r e t o , and have no i n t e r e s t i n t h e 

outcome h e r e o f . 

DATED a t Santa Fe, New Mexico, t h i s 1 9 t h day o f 

February, 1991. 

Freda Donica 
C e r t i f i e d C o u r t R e p o r t e r 
CCR No. 417 

• IL, 

HUNNICUTT REPORTING 
(505) 9829770 


