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I N D E X 
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E X H I B I T S 

Heyco E x h i b i t One, P l a t 4 

Heyco E x h i b i t Two, L i s t 5 
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MR. QUINTANA: W e ' l l c a l l n e x t 

Case 8 3 7 2 . 

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

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

New Mexico. 

MR. DICKERSON: Mr. Examiner, 

I'm Chad Dickerson of A r t e s i a , New Mexico, appearing on be­

h a l f of the a p p l i c a n t and we have two witnesses to be sworn. 

MR. QUINTANA: Are there other 

appearances i n t h i s case? 

In t h a t case, w i l l the two w i t ­

nesses please stand and be sworn at t h i s time? 

(Witnesses sworn.) 

ROBERT BELL, 

being c a l l e d as a witness and being duly 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. DICKERSON: 

Q Mr. B e l l , w i l l you s t a t e your name, your 

occupation, and where you r e s i d e , please? 

A My name i s Robert B e l l . I'm a petroleum 

landman w i t h the Harvey E. Yates Company. I reside i n Ros­

w e l l , New Mexico. 
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Q Mr. B e l l , you have 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 as a petroleum landman and your creden­

t i a l s have been made a matter of record, have they not? 

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

MR. DICKERSON: Mr. Examiner, 

i s t h i s witness s a t i s f a c t o r y ? 

MR. QUINTANA: Mr. B e l l i s con­

sidered as an expert landman. 

Q Mr. B e l l , would you b r i e f l y summarize the 

purpose of Harvey E. Yates Company's a p p l i c a t i o n i n Case 

8 3 72? 

A Mr. Examiner, we seek an order pooling 

a l l mineral i n t e r e s t s from the surface to the bottom of the 

Mis s i s s i p p i a n formation underlying the no r t h h a l f of Section 

24, Tovmship 14 South, Range 35 East, t o be dedicated t o a 

w e l l d r i l l e d a t a standard l o c a t i o n . 

Also to be considered w i l l be the cost of 

d r i l l i n g and completing t h i s w e l l and the a l l o c a t i o n of 

costs t h e r e o f , as w e l l as a c t u a l operating costs, and char­

ges f o r s u p e r v i s i o n ; designating the a p p l i c a n t , Harvey E. 

Yates Company, as operator of the said w e l l . 

Q Mr. B e l l , w i l l you r e f e r t o what we have 

submitted as E x h i b i t Number One and t e l l the Examiner what 

t h a t p l a t shows? 

A Mr. Examiner, E x h i b i t Number One i s a 

land p l a t o u t l i n i n g Section 24 of Township 14 South, Range 

35 East, w i t h an arrow i n d i c a t i n g the approximate l o c a t i o n 
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of the i n i t i a l w e l l . 

Q And the e n t i r e s e c t i o n i s o u t l i n e d and 

not merely the p r o r a t i o n u n i t , f o r the reason t h a t the sec­

t i o n c onsists of a working i n t e r e s t u n i t of Harvey E. Yates 

Company? 

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

Q Okay. Refer t o E x h i b i t Number Two and 

t e l l us what t h a t i s . 

A Mr. Examiner, E x h i b i t Number Two l i s t s 

four mineral owners who we have not been able t o locate and 

shows the f r a c t i o n a l i n t e r e s t as w e l l as t h e i r net acres un­

der the e n t i r e s e c t i o n , and the l a s t known address of these 

people. 

They have a t o t a l of 40.3125 net acres, 

which i s approximately .06298828. This i s the u n i t i n t e r e s t 

of the acres t h a t w e ' l l be force p o o l i n g . 

Q What e f f o r t s have you made, Mr. B e l l , t o 

locate these four i n t e r e s t owners? 

A According t o these addresses we sent two 

l e t t e r s , c e r t i f i e d m a i l , one requesting a lease; the other 

n o t i f y i n g these people of t h i s — of t h i s hearing. They 

were a l l returned to our o f f i c e . 

We have also t r i e d l o c a t i n g , you know, 

r e l a t i v e s , next door neighbors, things l i k e t h a t . 

Q What was the source of these addresses 

t h a t you do have f o r these people? 

A They were p r e v i o u s l y under lease back i n 
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the 1940's and '50*s and I guess the addresses were from 

1959, f o r the l a t e s t addresses. 

Q Are you c o n t i n u i n g your e f f o r t s t o locate 

and o f f e r these p a r t i e s the chance t o e i t h e r lease or p a r t i ­

c i p a t e i n t h i s d r i l l i n g operation? 

A Yes, s i r , we are. 

Q Refer t o what we have submitted as Exhi­

b i t Number Three, Mr. B e l l , and t e l l the Examiner what t h a t 

i s . 

A Mr. Examiner, E x h i b i t Number Three are 

copies of a l l the correspondence from Harvey E. Yates Com­

pany and the mineral owners t h a t we're t r y i n g t o lo c a t e . 

Q And you st a t e d t h a t t h i s correspondence 

has been returned when you have sent i t c e r t i f i e d , so e v i ­

d e n t l y your addresses are i n e r r o r or the p a r t i e s are no 

longer at those addresses. 

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

Q What i s E x h i b i t Number Four? 

A E x h i b i t Number Four i s an AFE prepared by 

Harvey E. Yates Company, o u t l i n i n g the estimated costs, w i t h 

an estimated dry hole cost of $568,160 and an estimated pro­

ducing w e l l cost of $901,012. 

Q And are these estimated dry hole and com­

p l e t i o n costs i n l i n e w i t h what Harvey E. Yates Company's 

experience i n the area of the w e l l i n question? 

A Yes, they are. 

Q Refer to E x h i b i t Number Five and i d e n t i f y 
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t h a t . 

A E x h i b i t Number Five i s a model form 1977 

operating agreement t h a t we have prepared f o r the d r i l l i n g 

of t h i s w e l l i n Section 24. 

Q What p r o v i s i o n or what p o r t i o n of t h a t 

operating agreement governs the manner i n which u n i t -- or 

d r i l l i n g costs w i l l be paid? 

A I bel i e v e t h a t would be included i n the 

COPAS, which i s E x h i b i t C t o the operating agreement. 

Q And you're r e f e r r i n g to the supervision 

charges? What — what charges f o r supervision i s HEYCO r e ­

questing i n t h i s case? 

A I'm so r r y , I don't understand the ques­

t i o n . 

Q Refer t o the COPAS — 

A Oh, okay. 

Q — procedure and t e l l the Examiner what 

charges 

A I see. 

Q -- f o r supervision HEYCO i s requesting. 

A We have a d r i l l i n g w e l l r a t e of $5000 and 

a producing w e l l r a t e of $500. 

Q And are those rates i n l i n e w i t h HEYCO's 

experience i n t h i s area? 

A Yes, s i r , f o r t h i s type of w e l l and at 

t h i s time I bel i e v e they are. 

Q Now d i r e c t i n g your a t t e n t i o n t o E x h i b i t 
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A, which i s p a r t of E x h i b i t Number Five, t h a t e x h i b i t sets 

f o r t h the i n t e r e s t of the p a r t i e s and the manner i n which 

the d r i l l i n g costs w i l l be borne, does i t not? 

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

Q Moran E x p l o r a t i o n , Inc., i s the only par­

t y other than Harvey E. Yates Company and i t s a f f i l i a t e d 

p a r t i e s . Has Moran agreed t o these charges? 

A Yes, s i r , they have. 

Q Okay. As f a r as the uncommitted acreage, 

being the i n t e r e s t owned by these p a r t i e s t h a t you have been 

unable t o l o c a t e , who i s going t o c a r r y the cost burden of 

those uncommitted i n t e r e s t s ? 

A Harvey E. Yates Company. 

Q Refer the Examiner, Mr. B e l l , t o the pro­

v i s i o n i n t h i s operating agreement which governs non-consent 

p e n a l t i e s i n the event of operations by less than a l l par­

t i e s . 

A Okay, t h a t would be A r t i c l e Number V I , 

Paragraph B, which i n d i c a t e s t h a t we'd have a nonconsent 

penalty of 300 percent. 

Q Okay, and t h a t i s roughly equivalent t o 

the s t a t u t o r y 100 percent of cost plus 200 percent penalty, 

i s t h a t r i g h t ? 

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

MR. DICKERSON: Mr. Examiner, I 

move admission of Applicant's E x h i b i t s One, Two, Three, Four 

and Five at t h i s time. 
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MR. QUINTANA: E x h i b i t s One 

through Five w i l l be admitted i n t o evidence. 

MR. DICKERSON: And I have no 

f u r t h e r questions of t h i s witness. 

CROSS EXAMINATION 

BY MR. QUINTANA: 

Q Mr. B e l l , would you please t e l l me the 

extent of the pooli n g area t h a t you want, from the surface 

t o what? 

A Surface to the bottom of the M i s s i s s i p ­

pian formation. 

MR. QUINTANA: Any f u r t h e r 

questions of Mr. B e l l ? Mr. B e l l , you may be excused. 

MR. DICKERSON: C a l l Mr. Rod 

Thompson at t h i s time, Mr. Examiner. 

RODNEY THOMPSON, 

being c a l l e d as a witness and being duly 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. DICKERSON: 

Q Mr. Thompson, w i l l you s t a t e your name, 

your occupation, and where you reside? 

A My name i s Rodney Thompson. I'm a geolo­

g i s t f o r Harvey E. Yates Company; reside i n Midland, Texas. 
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Q And have you p r e v i o u s l y t e s t i f i e d as a 

ge o l o g i s t before t h i s D i v i s i o n and had your c r e d e n t i a l s made 

a matter of record? 

A Yes, s i r , I have. 

MR. DICKERSON: Tender t h i s 

witness as an expert g e o l o g i s t , Mr. Examiner. 

MR. QUINTANA: The witness i s 

considered an expert g e o l o g i s t and may t e s t i f y . 

Q Mr. Thompson, r e f e r t o what we have mar­

ked and submitted as E x h i b i t Number Six and t e l l the Exami­

ner what you show on t h a t instrument. 

A Yes, s i r . Mr. Examiner, I'd l i k e t o r e ­

f e r t o E x h i b i t Number Six. I t ' s a s t r u c t u r e map contoured 

at the top of the Upper M i s s i s s i p p i a n Chester formation. 

We plan to TD i n t h i s formation and i t i s 

a contour i n t e r v a l at 50 f e e t . I t shows the subcrop of t h i s 

f ormation. 

Our proposed l o c a t i o n i s 1980 from the 

nort h and east l i n e of Section 24. The map also shows our 

proposed working i n t e r e s t u n i t . I t ' s adjacent t o the Austin 

M i s s i s s i p p i a n F i e l d , which produces gas out of t h i s forma­

t i o n t o the east of our l o c a t i o n and u n i t . And the map also 

shows our l i n e of cross s e c t i o n through the area, which i s 

given i n E x h i b i t Number Seven. 

Q Okay, r e f e r t o E x h i b i t Number Seven and 

t e l l the Examiner what t h a t i s . 

A Mr. Examiner, E x h i b i t Number Seven i s a 
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s t r u c t u r a l cross s e c t i o n and i t runs west t o east, roughly. 

We have our p r o j e c t e d l o c a t i o n p r o j e c t e d i n t o the cross sec­

t i o n . I t shows the i n t e r v a l from our Strawn age rock down 

through the M i s s i s s i p p i a n and shows the development of the 

M i s s i s s i p p i a n Chester Austin pay i n t e r v a l i n t h i s area. 

There i s — as you can see, there i s a 

clean b i o z o n e - c r i n o i d a l limestone bank which comprises t h i s 

f o rmation, and we — where we get t h i s t h i c k e r bank i s where 

we f i n d the most p o r o s i t y i n the -- i n t h i s i n t e r v a l . 

I t shows the development of the bank i n 

the area and our east, most e a s t e r l y w e l l i s a producing 

w e l l i n t h i s area. I t has produced 4.1 b i l l i o n cubic f e e t 

of gas out of t h i s formation. 

Q And so b r i e f l y s t a t e d , what i s the nature 

of the g e o l o g i c a l r i s k i n v o l v e d i n d r i l l i n g t h i s t e s t w ell? 

A The r i s k i n v o l v e d i s the f a c t t h a t there 

i s a p e r m e a b i l i t y problem i n t h i s f ormation. I t has been 

c l a s s i f i e d as a t i g h t formation gas as f a r as p r i c i n g goes. 

There's s t r a t i g r a p h i c problems in v o l v e d w i t h the formation, 

as w e l l as s t r u c t u r a l , so i t ' s not t o t a l l y dependent on 

s t r u c t u r e but also on i t s s t r a t i g r a p h i c development. 

There have been w e l l s i n the immediate 

area t h a t have d r i l l e d on s t r u c t u r e t h a t have been t i g h t , as 

i s shown i n the middle w e l l , the Cherry Brothers Austin 

State No. 1, on the cross s e c t i o n , which does not have the 

type of p o r o s i t y t h a t we're looking f o r i n the area. So 

there are problems as f a r as p e r m e a b i l i t y goes and a major 
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r i s k f a c t o r i n v o l v e d . 

Q Based on t h i s i n f o r m a t i o n what r i s k pen­

a l t y f a c t o r does HEYCO request t h a t the D i v i s i o n impose on 

those p a r t i e s being subjected t o forced pooling? 

A HEYCO recommends a maximum r i s k f a c t o r 

applied to t h i s , t o our a p p l i c a t i o n , of 200 percent. 

MR. DICKERSON: Mr. Examiner, 

move admission of Applicant's E x h i b i t s Six and Seven at t h i s 

time. 

MR. QUINTANA: E x h i b i t s Six and 

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

MR. DICKERSON: And I have no 

f u r t h e r questions. 

CROSS EXAMINATION 

BY MR. QUINTANA: 

Q Mr. Thompson, could you expound on the 

two w e l l s t h a t are on the proposed pool i n g area, the w e l l to 

the — d i r e c t l y t o the w e l l of your proposed l o c a t i o n and 

the w e l l d i r e c t l y t o the southeast of the lo c a t i o n ? 

A Yes, s i r . Mr. Examiner, the w e l l to --

d i r e c t l y t o the southeast of our l o c a t i o n has penetrated the 

Austin i n t e r v a l . I t i s included on the cross s e c t i o n and 

the w e l l was d r i l l e d i n 1954 and never d i d t e s t t h i s i n t e r ­

v a l . A l l we have f o r i n f o r m a t i o n as f a r as logs go are 

e l e c t r i c logs t h a t were run over the i n t e r v a l and, l i k e I 

say, i t was never t e s t e d so we r e a l l y don't have any i n f o r -
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mation on i t other than what's given on these logs. 

The Union of C a l i f o r n i a Woodward No. 1 

was TD'ed i n the Upper Pennsylvanian and d i d not penetrate 

t h i s i n t e r v a l . 

Q So b a s i c a l l y you're basing your penalty 

assessment on the f a c t t h a t the Cherry Brothers Austin Well 

No. 1 t o the — d i r e c t l y east of your proposed l o c a t i o n has 

somewhat less p e r m e a b i l i t y and p o r o s i t y than you would ex­

pect f u r t h e r east than t h a t w e l l , and t h a t the f u r t h e r west 

you go, the more r i s k t h a t i s i n v o l v e d . 

A That i s c o r r e c t . The best w e l l i n Sec­

t i o n 19, the Cherry Brothers w e l l , does show a lower poros­

i t y i n the biozone bank of the Austin zone, and r e l a t i v e t o 

the other producing w e l l s i n the Austin F i e l d . 

So we f e e l there i s a large element of 

r i s k i n v o l v e d . 

Q Thank you, Mr. Thompson. 

MR. QUINTANA: Is there any 

f u r t h e r questions of Mr. Thompson? 

In t h a t case, he may be ex­

cused . 

I s there any f u r t h e r questions 

i n Case 8372? 

In t h a t case, Case 8372 w i l l be 

taken under advisement. 

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

I , SALLY VJ. BOYD, C.S.R., DO HEREBY CERTIFY 

t h a t the foregoing T r a n s c r i p t of Hearing before the O i l Con­

se r v a t i o n D i v i s i o n 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 of the hearing, 

prepared by me t o the best of my a b i l i t y . 


