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MR. QUINTANA: We ' 11 c a l l next 

Case 8373. 

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 , Eddy County, 

New Mexico. 

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

a p p l i c a n t , and we have two witnesses. 

MR. QUINTANA: Are there any 

other appearances i n Case 8373? 

MR. DICKERSON: One witness, 

Mr. Examiner, i s Mr. Thompson who was pr e v i o u s l y sworn and 

t e s t i f i e d i n the preceding case, and we have one new w i t 

ness. 

MR. QUINTANA: W i l l the new 

witness please stand and be sworn in? 

ROSEMARY AVERY, 

being c a l l e d as a witness and being duly sworn upon her 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 

MR. DICKERSON: Mr. Examiner, 

(Ms. Avery sworn.) 

DIRECT EXAMINATION 

BY MR. DICKERSON: 

Q Ms. Avery, w i l l you s t a t e your name, your 
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occupation, and where you r e s i d e , please? 

A My name i s Rosemary Avery. I'm the Sen

i o r Landman f o r Harvey E. Yates Company and I l i v e i n Ros

w e l l , New Mexico. 

Q And 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 landman and your c r e d e n t i a l s are a matter 

of record, are they not? 

A Yes, s i r . 

MR. DICKERSON: Tender t h i s 

witness as a landman, Mr. Examiner. 

MR. QUINTANA: The witness i s 

so considered as a q u a l i f i e d landman. 

Q Ms. Avery, w i l l you b r i e f l y summarize the 

purpose of HEYCO's a p p l i c a t i o n i n Case 8373? 

A Our a p p l i c a t i o n asks t h a t — f o r an order 

pooling a l l mineral i n t e r e s t from the surface t o the base of 

the Morrow formation u n d e r l y i n g the n o r t h h a l f of Section 

11, Township 18 South, Range 31 East, but there has been an 

i n t e r v e n i n g happening since t h i s order was applied f o r . 

Marathon O i l Company has agreed t o sign 

our operation agreement and our AFE f o r r i g h t s down to the 

Bone Spring. 

So at t h i s time we are asking f o r compul

sory pooling of r i g h t s from the base of the Bone Spring to 

the base of the Morrow forma t i o n , and we are -- we plan to 

re-enter an e x i s t i n g w e l l i n the northeast quarter of Sec

t i o n 11 and are asking -- which w i l l be 320-acre spacing, so 
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we're asking the costs of the w e l l , the d r i l l i n g and comple

t i o n of said w e l l be considered and the a l l o c a t i o n of the 

costs, as w e l l as a c t u a l o p erating costs and charges f o r 

sup e r v i s i o n ; designation of Harvey E. Yates as operator, or 

Harvey E. Yates Company, excuse me, and a charge f o r r i s k 

involved i n d r i l l i n g the w e l l . 

Q Now, Marathon O i l Company i s the only 

party t h a t you are seeking t o pool i n t h i s proceeding, i s 

t h a t r i g h t , Ms. Avery? 

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

Q Okay, you st a t e d t h a t you were i n t e n d i n g 

t o re-enter a p r e v i o u s l y d r i l l e d w e l l . What does the a p p l i 

cant request t h a t the D i v i s i o n do as f a r as the p o s s i b i l i t y 

t h a t t h a t w i l l prove impossible; t h a t the r e - e n t r y of t h a t 

w e l l w i l l not be f e a s i b l e ? 

A Are you t a l k i n g about s u b s t i t u t i n g ? 

Q Uh-huh. 

A Our operating agreement does have a sub

s t i t u t e w e l l p r o v i s i o n i n case we're unable t o re-enter the 

we 11. 

Q But we are requesting t h a t the D i v i s i o n 

order entered i n t h i s proceeding cover any s u b s t i t u t e w e l l s 

d r i l l e d i n the e v e n t u a l i t y t h a t t h i s r e - e n t r y i s not feas

i b l e . 

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

Q Mrs. Avery, r e f e r t o what i s marked Exhi

b i t Number One and show or t e l l the Examiner what t h a t 
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shows. 

A E x h i b i t Number One i s a land p l a t w i t h 

the n o r t h h a l f of Section 11 o u t l i n e d i n red and the pro

posed r e - e n t r y i n d i c a t e d i n red. This would be our spacing 

u n i t . 

Q W i l l you r e f e r t o the packet t h a t we have 

attached as E x h i b i t Number Two and t e l l us what t h a t i s ? 

A E x h i b i t Number Two c o n s i s t s , f i r s t , of a 

summary of the chronology of n e g o t i a t i o n s on t h i s w e l l , and 

then attached t o t h a t are copies of the correspondence t h a t 

we have had w i t h Marathon. 

Most of our n e g o t i a t i o n s w i t h Marathon 

have taken place e i t h e r i n personal v i s i t s or by the t e l e 

phone . 

Q Marathon i s aware of t h i s hering sche

duled f o r today, are they not? 

A Yes, they are. We — they have received 

copies of the a p p l i c a t i o n and we have discussed i t w i t h 

them. 

Q No, Mrs. Avery, you p r e v i o u s l y s t a t e t h a t 

Marathon has now agreed t o p a r t i c i p a t e i n t h i s r e - e n t r y or 

d r i l l i n g operation as f a r as zones from the surface t o the 

base of the Bone Springs f o r m a t i o n . What i s Marathon's pre

sent p o s i t i o n regarding HEYCO's i n t e n t i o n t o take t h i s w e l l 

a d d i t i o n a l l y f a r enough t o t e s t the Morrow formation? 

A They are -- they have not given us any 

i n d i c a t i o n as t o what t h e i r plans are, but at t h i s time they 
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are not looking f a v o r a b l y on i t . 

Q So they have not f o r m a l l y e i t h e r accepted 

or r e j e c t e d — 

A No, they have not. 

Q — t h i s proposal at t h i s time? 

A No, they have not. 

Q Refer, Mrs. Avery, t o E x h i b i t Number 

Three, and s t a t e what t h a t i s . 

A E x h i b i t Number Three i s an A u t h o r i t y f o r 

Expenditure covering the r e - e n t r y and d r i l l i n g from the sur

face t o the base of the Morrow i n t h i s w e l l . 

The dry hole costs are $178,735; produc

ing w e l l costs are $555,236. 

Q And are these dry hole and completion 

costs c o n s i s t e n t w i t h HEYCO's experience i n t h i s area? 

A Yes, they are. 

Q Turn t o E x h i b i t Number Four and t e l l the 

Examiner what t h a t i s . 

A E x h i b i t Number Four con s i s t s of some 

pages of the operating agreement covering the r i g h t s from 

the base of the Bone Spring formation to the base of the 

Morrow formation. 

The r e s t of i t i s a copy of our j o i n t 

o p erating agreement covering the d r i l l i n g of a w e l l from the 

— w e l l , the r e - e n t r y of t h i s w e l l from the surface t o the 

— t o 9200 f e e t i n the Bone Spring. 

The reason t h a t we d i d not submit two 
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complete j o i n t o perating agreements was t h a t they are the 

same except f o r these pages. 

Q So I understand you have two separate 

operating agreements, one covering surface t o the base of 

the Bone Springs and one covering base of the Bone Springs 

to the base of the Morrow form a t i o n . 

A This i s t r u e . 

Q I d e n t i c a l i n a l l respects except f o r the 

pages t h a t you have shown here. 

A This i s t r u e . 

Q Okay. 

A Correct. 

Q Would you d i r e c t the Examiner's a t t e n t i o n 

to the p o r t i o n of t h i s o perating agreement which 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 t h i s 

cost w i l l be borne? 

A Yes. E x h i b i t A attached to the operating 

agreement sets out the working i n t e r e s t owners and t h e i r 

working i n t e r e s t s , the percentage of t h e i r p a r t i c i p a t i o n . 

Q What p r o v i s i o n i n t h i s operating agree

ment governs the — or covers the questions of HEYCO's 

charges as operator f o r sup e r v i s i o n of t h i s w e l l ? 

A This i s E x h i b i t C at page three where we 

have d r i l l i n g w e l l rates a t $4350 and producing w e l l r a t e s , 

$435 . 

Q And have those r a t e s been agreed t o by 

the p a r t i e s who have agreed to p a r t i c i p a t e i n t h i s venture? 
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A Yes, they have. 

Q What p r o v i s i o n i n t h i s operating agree

ment governs nonconsent p e n a l t i e s imposed on the p a r t i e s i n 

the event of operations by less than a l l p a r t i e s ? 

A That would be A r t i c l e V I , and the noncon

sent penalty l i s t e d i n here i s 300 percent. 

Q Which would be equiv a l e n t t o the s t a t u 

t o r y r i s k f a c t o r imposed i n compulsory pooling cases of 200 

percent, would i t not? 

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

MR. DICKERSON: Mr. Examiner, 

move admission of Applicant's E x h i b i t s One through Five, or 

One through Four. 

Excuse me, Mr. Examiner, I have 

one other e x h i b i t . 

Q Ms. Avery, r e f e r t o E x h i b i t Number Five 

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

A E x h i b i t Number Five i s a schedule showing 

a l l o c a t i o n of the cost between the so - c a l l e d shallow operat

ing agreement, which would be from the surface t o the base 

of the Bone Spring, and the s o - c a l l e d deep, which would be 

from the base of the Bone Spring t o the base of the Morrow. 

Q So t o summarize t h i s e x h i b i t , what does 

HEYCO request, or how does HEYCO request t h a t the a l l o c a t i o n 

of costs between the Bone Springs and the Morrow p o r t i o n s of 

t h i s d r i l l i n g be a l l o c a t e d as f a r as t o t a l w e l l cost i s con

cerned? 
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A F i f t y percent t o each zone. 

Q So f o r the purpose of pooli n g Marathon's 

i n t e r e s t below the base of the Bone Springs i n the event 

they e l e c t not t o p a r t i c i p a t e i n t h a t p o r t i o n of the ven

t u r e , HEYCO requests t h a t f i f t y percent of the t o t a l cost of 

actu a l w e l l costs i n c u r r e d be a l l o c a t e d as f a r as f o r 

the purpose of the i m p o s i t i o n of a r i s k penalty. 

A This i s c o r r e c t . 

MR. DICKERSON: Mr. Examiner, 

move admission of E x h i b i t s One through Five a t t h i s time. 

MR. QUINTANA: E x h i b i t s One 

through Five w i l l taken 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 Is i t Miss Avery? 

A Yes, Mrs. Avery. 

Q Mrs. Avery. 

A Yes. 

Q Mrs. Avery, would you please e x p l a i n 

again on — on Marathon's p o s i t i o n on pooli n g or what 

they've agreed t o compared t o what you want? 

A Marathon has agreed t o sign the operating 

agreement and the AFE covering the r e - e n t r y as f a r as the 

Bone Spring. 
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They have not agreed t o sign the opera

t i n g agreement f o r the Morrow t e s t . 

Q Do you foresee -- do you foresee them 

sig n i n g the Morrow i n the near f u t u r e , t o include the Mor

row? 

A I have no way t o know, s i r . 

MR. DICKERSON: We t h i n k they 

are going to decline t o p a r t i c i p a t e i n the Morrow — 

A Yes. 

MR. DICKERSON: — t e s t . 

Q And again looking a t E x h i b i t Number Five, 

could you ex p l a i n those costs again versus — deep u n i t ver

sus the shallow? 

A Yes. The l a s t column sets i t out, I 

t h i n k , p r e t t y w e l l . 

The f i r s t column shows the i n t e r e s t s as 

they would be i n the Bone Spring w e l l . 

Q A l l r i g h t . 

A The second column shows the i n t e r e s t s as 

they would be i n the Morrow w e l l , and t h i s i s assuming com

pulsory p o o l i n g of Marathon, which i s why they have the 

zero. 

The t h i r d column shows the ownership a f 

t e r payout of a farmout t h a t we have taken from the owner of 

the northeast quarter on the — on the deep l i n e . 

The f o u r t h column shows the i n t e r e s t a f 

t e r a l l payout, meaning the compulsory poo l i n g and the farm-
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out. 

And the l a s t column i s the before payout 

i n t e r e s t f o r each p a r t y a l l o c a t e d on the basis of 50-50. 

Q I see. Thank you, Mrs. Avery. 

MR. QUINTANA: Are there any 

other questions of the witness? I f not, the witness may be 

excused. 

RODNEY THOMPSON, 

being c a l l e d as a witness and being p r e v i o u s l y sworn upon 

his 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, you were p r e v i o u s l y sworn 

and t e s t i f i e d i n the preceding case, were you not? 

A Yes, s i r . 

Q 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 Six 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 Six i s a 

s t r u c t u r e map contoured on the top of the Morrow limestone. 

Our subject w e l l i s i n d i c a t e d by arrow i n 

Section 11, northeast q u a r t e r . The c o n t r o l i n the area i s 

shown on t h i s map. We have the Cedar Lake-Jackson F i e l d to 

the n orth of the proposed l o c a t i o n approximately three miles 

and we have the Shugart F i e l d approximately two and a h a l f 
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miles south of the proposed l o c a t i o n . 

These two f i e l d s both produce gas out of 

the Morrow sands and we have a d d i t i o n a l i n f o r m a t i o n i n r e 

c e n t l y d r i l l e d w e l l s i n Section 4 of 18 South, 31 East, and 

Section 34 of 17 South, Range 31 East -- Township 17 South, 

Range 31 East. 

Now, I'd also l i k e t o r e f e r a t the same 

time to E x h i b i t Number Seven, which i s an I s o l i t h map of 

these Morrow sands i n the area. 

Under our p r o j e c t e d l o c a t i o n , which the 

w e l l was TD'ed i n the Atoka f o r m a t i o n , which i s above our 

o b j e c t i v e f o r m a t i o n , and as was s t a t e d e a r l i e r , we inte n d t o 

deepen t h i s w e l l and t e s t the Morrow sands i n the area. 

We have c o n t r o l of these sands t o the 

northwest, n o r t h , and south, and from t h i s c o n t r o l we have 

drawn up the map shown i n E x h i b i t Number Seven, and t h i s map 

i n d i c a t e s we expect to encounter some 100 f e e t of net Morrow 

sand under our proposed l o c a t i o n . 

Q What i s the nature i n general terms of 

the geologic r i s k i n v o l ved i n seeking these Morrow sands? 

A The Morrow i s d e f i n i t e l y a very r i s k y 

formation to d r i l l f o r . We're looking a t f l u v i a l channels 

t h a t are present i n the area, which tend t o be very e l u s i v e 

when you d r i l l f o r them but very economic when you encounter 

them d r i l l i n g , and we — we f e e l l i k e there i s a very large 

element of r i s k i n t h i s area. 

Q Based on t h a t r i s k , what recommendation 
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do you have f o r the D i v i s i o n as f a r as the percentage of 

r i s k to be imposed on Marathon i f i t e l e c t s not t o p a r t i c i 

pate i n the Morrow t e s t ? 

A I recommend t h a t the maximum element of 

r i s k be applied t o t h i s w e l l , which i s 200 percent. 

MR. DICKERSON: Mr. Examiner, I 

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

time and I have no f u r t h e r questions of t h i s witness. 

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

Seven w i l l be admitted i n t o evidence. 

CROSS EXAMINATION 

BY MR. QUINTANA: 

Q Mr. Thompson. 

A Yes, s i r . 

Q I n the area of your proposed w e l l loca

t i o n , what w e l l s have been d r i l l e d t o encounter the Morrow 

formation and have been dry holes? 

A S i r , the — there's a w e l l t o the ea;:t i n 

Section 6, or excuse me, i n Section 8 t h a t has been d r i l l e d 

through the Morrow formation and was found t o be noncommer

c i a l . This w e l l was d r i l l e d by Amoco. 

There i s another w e l l t h a t was a dry 

hole, roughly three miles southeast, d r i l l e d by ARCO i n Sec

t i o n 20 of Township 18 South, Range 32 East. 

Now the w e l l s w i t h the subsea numbers on 

t h i s s e c t i o n i n other — or on t h i s map, i n other words the 
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w e l l s t h a t are c i r c l e d , a l l had penetrated the Morrow. The 

ones w i t h the gas i n d i c a t i o n are completed i n the Morrow 

sands. 

Now these sands vary and very few of them 

I would c a l l as being — are i n d i c a t e d as being the same 

sand. I bel i e v e there i s a m u l t i p l i c i t y of r e s e r v o i r s i n 

the area. 

Q Do you have any — i s i t possible f o r you 

to submit an I s o l i t h map and a s t r u c t u r e map on the top of 

the Bone Spring? 

MR. DICKERSON: Mr. Examiner, 

there i s no question of r i s k or anything. I t ' s j u s t Bone 

Springs because a l l the p a r t i e s have agreed on the p a r t i c i 

p a t i o n attempt i n the Bone Springs. 

He has t h a t i n f o r m a t i o n but we 

A Yes, s i r . 

MR. DICKERSON: — withdrew i t 

and d i d not inte n d t o submit i t since Marathon committed 

yesterday t o p a r t i c i p a t e i n the Bone Springs. 

Q So I take i t you're proposing your r i s k 

f a c t o r be based only on the Morrow. 

A Yes, s i r . 

MR. DICKERSON: That's c o r r e c t , 

or anything between the base of the Bone Springs and the 

base of the Morrow. 

A Yes, s i r . 
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Q Thank you, Mr. Thompson. 

A You're welcome. 

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

questions of Mr. Thompson? 

Are there any other — i s there 

anything f u r t h e r i n Case 8373? 

I n t h a t case, Case 8373 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 W. 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 to the best of my a b i l i t y . 

I clo hereby ce^f1.' that the forecsfna ts 

heard by c _^cn^_JL7___ 1 9 j § 4 ^ 

wfega^Examiner 
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STATE OP NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 
STATE LAND OFFICE BUILDING 

SANTA FE, NEW MEXICO 

12 December 1984 

COMMISSION HEARING 

IN THE MATTER OF: 

A p p l i c a t i o n of Harvey E. Yates Com- CASE 
pany f o r compulsory p o o l i n g , Eddy 8373 
County, New Mexico. 

BEFORE: Richard L. Stamets, Chairman 
Commissioner Ed Kelley 

TRANSCRIPT OF HEARING 

A P P E A R A N C E S 

For the O i l Conservation 
D i v i s i o n : 

For the Applic a n t : 
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MR. STAMETS: C a l l next Case 

S373. A p p l i c a t i o n of Harvey E. Yates Company f o r compulsory 

po o l i n g , Eddy County, New Mexico. 

At the request of the a p p l i c a n t 

t h i s case w i l l be dismissed. 

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

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

that the foregoing Transcript of Hearing before the Oil Con

servation Division was reported by me; that the said tran

s c r i p t i s a f u l l , true, and correct record of the hearing, 

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


