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then to Case 7973,

' MR. STAMETS: We'll move .on
' MR. PEARCE: That case is on}‘
the appllcation of Santa Fe Bxploration for compulsory
poollng, Lea County, New Mex1co..;”‘

MR PADILLA-‘ Mr;’zxaminer,’ﬁ*

Ernest L. Padilla, on behalf of . the appllcant in this casé.

C o I have two wztnesses to be

_sworn.

" MR..PEARCE: - Are there other -
appearances? )

ﬁR.~CARR: May it please the ‘

iExaminer, my name 1s Willlam F. Carr, Campbell, Byrd, and

Black, P. A., of Santa Fe, appearing on behalf of Marathon
011 Company. v

MR..?EARCEQ Do you hévo.any,.
witnesses, Mr. Cétr? A o |

"MR. CARR:  .No, I don't.
(Witnesses sworn.)

WILLIAM A. MCALPINE,

'beith calléd as a witness and belng duly sworn upon nié

'_oath,,testlfled as follows, tofwitz
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"DIRECT EXAMINATION

_BY MR. PADILLA:

o Q f:"-¢ : Mr. McAlpine, for the record would you

: please state your name and by whom you are employed? ‘n‘

"Agn-t v William A. McAlplne, Junlor, Santa Pe Ex- .
ploratlon Company.f‘ T '

. Q":. ‘ And what is your position w1th Santa Fe

.Exploration Companyo ';ﬁ;ig’Vx“

A 7 .1'mthe pre51dent.v
‘hff”Qai:’Tofﬁf¥°ufatefﬁbeja?Plicﬁnﬁ‘ihtthis'CaSé?'T.'
A B ?Yes,'sir.

o Q,_f ¥:”°Have you previously testified before the

A{Oll COnservation Div1sion?

A _ .No) ‘sir. .

"MR. PADILLA: - Mr. Examiner, we

"request‘that'Mr. McAlpine,i ﬁeiﬁg-preéidéot‘of Santa»Fe:Ex—
'.ploration, be allowed to testify on behalf of hls company in

}17’ :fhis case.,:

MR;aSTAMETS: Well, we certain-

_ ‘1ly allow that, and_I'm‘astonished,~'I was certain Mr. Mchl-r'“

~bpine,te3tified in an.ea:lieigcase before-me.i'“

MR, PADILLA: “Mr. Examiner, |

Qinitially let me make a statement here.

_ We ve asked for a compulsory 1
poollng from the surface to the base of the Mor;ow 'forma-o

tion°

",

Marathon, apparently, has been
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pooling 320 acres.;;-

- spacing '*f,t

‘1ess smaller spac1ng.

20

5

confused by our appllcatlon. We don't'intend to force pool

»any proration unit where only - by v1rtue of the 'spac1ng,
. if we have 320 acres, obviously our testimony w1ll show, for

example, that below the Wolfcamp we . would obviously be force 1

ﬂarathon s concern, apparently, is thet

_—lf we had, for example, 80-acre spacing and our: exhlblte end '

testimony will show that they own an 80-acre tract. ijWe

“don't intend to force pool ‘that unless it's by virtue ‘of4

MR. . STAMETS::t Are we talking

about an amended appllcation,_-then; to include onlyA‘thef

:’Wolfcamp Pennsylvanian formations?

 MR. PADILLA' f I believe that

would essentially Se'the case, because the Bone Springs -or

‘any other potential produc1ng horizons would obv1ously take

MR, ‘STAMETS:".Okay.f I tthk

“that's an"appropriate amendmentg | If you hadn't done it, wef

‘would have had to have done it.

MR, PADILLA:  Also, I would

like' to‘at-this time; this came up this. morning, Sante Fe
-Exploration may dec1de when ‘they’ re drilllng their well,

' go to the Devonian. In the event that a Devonxan test would‘

show - turn out to be a gas well, ‘we would also 11ke for

that to be included as 320-acre spacxng.

'So.in that'regardfwe"would-
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‘6

amend our applicatlon to include the Devonian as well. We

vreallze we have ‘to readvertise the case for that purpose,

l'but we would put on testlmony suffic1ent to show compulsory

in a. big enough hurry that you couldn t wait for a month.

' ﬂR,f PADILLA' We are  with res-

- pect -to theﬁﬁorrow;gone;. and sol. 1f I could ask that the ap—”“

'plicétlon‘befeevered;;;or to-lnclude,the Morrow only at this

point.

STAMETS' Let's stay off |

‘the record for a moment, Sally. v‘

(There followed a. discussion off
the record.)

'-Q . - wr. McAlpine, - can you tell us generally

gwhat the purpose of the application is today?

A ~ Yes, slr. ' This is a forced poollng of

'the east half of Section 18, a standard locatlon well site.
v660 from the east line and 1980 from the north llne, eastsf

.half of Section 18 18, 34 Lea County, New Mexlco.

Q I Let me show you what we have marked :as

Exhibit Number One and ask you to tell us what that is.

o A I It is outllned the east half of Sectlonf

'18 that is the proration unit and it denotes the 80 acres:'

_fthat Marathon has in that 320.

Q_. ; j | And that would be the 80 acres  depicted |

in, yellow, 1s that Marathon ¥:] acreage?

MR, STAMETs-f And so you re not.1'
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A'c - B Yes,. Sir.-

-Q_ S Léc mo‘show you what ﬁe have marked as
Exhiblt Number Two and tell us what it is. 4

A . :7w This is a rev1aed permlt.. ‘our origiﬁal

-permlt on thlS well was Bone Springs test and it has ‘been

_approved for a 14 000 foot Morrow in thls locatlon.

Q.__ And that 1ndicates a locatlon of the well

in accordance with your testlmony.

A :‘ Yes; sir, it does.‘
Q,if_:!*_ And that is at a standard location?
] gffi © ' Yes, sxr..;. | »
Q&f ”;%;_f And Santa Fe Exploration is shown as the

;‘operator of - under the C-101 -and desires to be the’ opera—

tor under a compulsory poollng order.-

i:i"'c N Yes, sir.

Q - Let: me show you what we have marked as

fExh1b1t Number Three,. and it's a -= and tell us what those

are.

STAL These are copies of our ' correspondence.

‘with Marathon oil.f

our first contact w1th Marathon on this‘A

partlcular questlon arose’ on. March the BOth,41983, and since

that time we ‘ve had contlnuous letters back and forth, let-

_’ters wrltten to Marathon and from Marathon to us, as well'as
we've had at least five meetlngs with personnel of Marathon
4and%enumerab1e telephone calls, _and tne‘lasc correspopdence

‘in tegard Eo-this<questionfis datédvfrom Marathon September
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© 28th. = | R ;
-év; IF.. What . is thé_ nature of - that
“correspondence? ‘.
K A " That 1ast'correspondehcefis alletter from

John Duddleston, -a Dlstrict Landman for Marathon, prop051ng

.5a 250 percent payout or 150 percent rlsk penalty on the pro~

ration unit.

x é;; Eff in short, _they've invited you to force

lfpool them, is that correct?

A :'~'; Yes,'sir._

. Q’,t_*?f : And you have caused that and that's" why

"’we re here today.

”Traﬁf 3“, That s correct.f :

: Q Jﬁnf"‘v Has there been any other communicatlon‘_f

-between yourselves or any partners w1th regard to trying to'

' get Marathon to voluntarlly j01n 1n thls prospect°

A ”‘ Yes, sir, there has been. Union Texas

fPetroleum is4-- w111 have a worklng interest in thlB well

'Fe >Exploration,f.certain numbers?of personnel from = Union

_Texas met with Marathon.

Q - ‘d Let me show you what we have marked as

Exhlbit Numher Four today and have you identlfy that for us.

A' f It's an AFE of a Morrow well at- thls lo-

eation_ and it indicates a dry hole cost of $945 OOO and a

'completed cost of $1,448, 000.~

Q_ S d Mr.,McAlplne, does that -
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MR. STAMETS: Erhie}'we didn't
get any of those. ‘.‘ ‘ | ' _
4MR PADILiA* I'ﬁ‘sotry.

Q- _ ~bo: those, do the well costs reflected in
that AFE, are they reasonable and in your oplnion are they
characteristlc of costs for drilling,wells;‘ln the same
general area to the same horlzon? 1 | ' "

A . Yes, sir, partlcularly in view of the the
farmout stipulatlons from Amoco and Superior in thiso'
acreage, the testing of formations prior to encountering the
Morrow, I do think they are reasonable.

Q : Assumlng that you go to the Devonlan for-
mation, that would obv1ously lncrease the costs for dr1111ng
thls. That would -

A That s correct.-

Q - .. == amend the_AFE andAthat.would _increase
the costs? | |

Ao Yes, sir; c

Q By what percentaqe would yoc estimate
that the costs would be increased?

A : Probably .around 20 to 25 percent.

Q Fo both the dry cost - the dry hole”
costs and the completed costs? o |

A Yes, " sir.

Q Can you. qlve.us a suggestion as to what
the producxng rates are. for wells’ drilled in == or overhead

charges for wells that are produc1ng, and a drllllng rate?
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~nqoestiods.of5the witnesS?‘

' BY MR. STAMETS: .

10

':A*’. : I have zn hand a current memorandum from

' Uﬁion Texas Petroleum and I believe it would be appropriatel'

for this partlcular well in that area.:

Their charges to” 12, 000 ‘feet, . the

1drilling rate is $4,945 a day and theirgproducing ﬁreﬁeftis,

$495.>

Below 12 000 feet they haVe $5 495 and a

producing rate of $550 per month.u

=;Q,;;37ig Would that - does that cover a Devooian.

» teot, as well’

AI;Q(T J Yeso Slr. itvwould. A |
- Q-wa Below 12 OOO-foot rateo o
A : v':'; Yes' Slr. ' | ’

L N

S Qﬂ;vfi | Are those costs characteristlc for wells

;drllled to that depth in that v1cin1ty in Lea County?

"fﬁ-A f;'"‘ ‘1 belleve they are..f‘

MR. PADILLA. Mr. Examiner, 1

believe that 5 all the questions that 1 have for this" w1t—

,iness and,I pass.the w1tness at this timeg

“'MR. ° STAMETS:  Are there

CROSS EXAMINATION

Q . o }Mr.A MCAlplne: have . you ever mentioned to-

‘ZMarathon that you mlght drill this well to the Devonian?

Ah-‘v S I'm not positive that we have, and the
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only reason that we would dr111 it to-the'Deronian is if

we're runnlng bigh at the Morrow and dry in the Morrow.

Q _ I would thlnk before you made an applica~~,v

tion to  include the Devonianoyoufd need.tO‘make them.—f»‘-
A We'd be happy to dero;

Q -~ that offer;'l

Now, are there -~ I would gather . fromi |

loocking at Exhibit Three that there‘ are' other interest‘
owners - who have voluntarily agreed to join in the. drilling
of this well Stumhoffer and Super10r.>‘ |

A . There are farmouts involved, Stumhoffer‘
and Carr, independents, Amoco and Superior, will haVe
ultimate working 1nterest after payout. o

Q S So you re at thls stege ‘the only active
worklng 1nterest owner. o | | |

A Santa Fe' Exploratlon and Union of Texas
Petroleum will be tne only active worklng interest.u»

Q Do you- have a communltizatlon - not ‘com~-" |
munitization -- a working interest egreement with them? -

A We have one iniprenaretiOnnthatie‘,beiné'
formalized. | . | |

0 - And what, are the charges for;*o?erheed 1
gorng to be in that agreement? ‘

A . As forth 1n this memorandum 1fromv;
Union Texas Petroleum that I've. previously testlfled to.

It s included 1n thls packet that they
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S

~ that eghiﬁiﬁ;tha#fydu ﬁave;"

. $50,0002

fgiveh;gpfpsgpy Union oﬁgTegés:

12 -

‘have in their hands, I believe, Mr. Padilla.

' MR. PADILLA: Okay. -

Q"%-  okay. énd“thesefare the rates that you

|* would 1ike to have, then, $4945 below 12,000 ==

A - Yes, sir,
Q@ " . ~- and so on.

MR. PADILLA: I believe it's in

' MR. STAMETS: Yeah, it is.

Q,:_. ~ Mr. McAlpine, do three 60-foot cores cost

K’}Tf I ;Thé enéiheér.thép did'this estimate felt

sy

like"‘theyfaid;;’ Wé’did"ﬁét; Santa Fe Exploration did not.
) make-Fthat"i?s;imatéh;;iﬁt’;wés_a';equest of ‘Sﬁperior‘ 0il

* | company that' cores be made in there and that estimate - was

MR, STAMETS: Any other ques-.

i»tibhs'of‘thefﬁitness?'fﬂkjﬁéy be excused. -

A   ‘Thank‘you;v_

RICK BELL,

':Aizl'.,péing' calléd "as a witness and being duly fsworn.;upén"his

cath, testified as follows, to-wit:
'DIRECT EXAMINATION

0 f:_~':;v Mr. Bell, would you please state. your
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=name for the record and tell us. where you' re employed°

A fa* : .; Rlck Bell, Union Texas Petroleum, .Midf'

" land, Texas.

Q';t?j,’ " What. is your connection with the -appli-

3cant 1n thls case?

’ZA[o; -_: Union Texas proposes to be a workinq in-

: terest partner in thls exploratory well.'

Q'f. L Can you tell us what your 'eduoational

'abackground 1s and your work experlence?
o Aifvﬁr - 1 ‘have - a BS in geology from Bastern New  -
:VMexlco Unlver81ty and an Ns 1n geology from the University

'-of Texas at El Paso.'

I 've been employed in the petroleum busi~ |
ness for 51x and a half years, previously with Gulf Oil COr-
poratlon, and Jake L.z Hamon,; independent operator out of

Dallas,ffand am currently,” of course, employed with Union

J‘Texasfﬁas Geologic Manager for West Texas and Southeastern'

NewFMexico,f'

Q . You re famlllar w1th the area of the ap- |

,plication and the geology as to the Morrow formations and

'for the formatlons that are sought to be force pooled today?

',Qf"-: ‘ How.aboutlthe'oevOnian formation?
AL Yes, .sir. |

"’?rf_x.&iR,. PADILLA' Mr. Examiner, we

tender Mr;'Bellzas'ah'expert geologist.
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qualified. .

HSJMR;ZISTAMET33J ﬁeﬂis'consideredf

,é“f~ B '1Mrg Bell. referring  to what ‘we have

marked as Exhiblt Number vae, ‘can you5te11vuevWﬁat it is |

: and what it contalns?

" A 5eg. We're-looking.at a éeoloéic montage. in-

th prospect area. Thls was prepared by - not by Union

Texas. but by a geologlst under the employment of Santa Fe

,:Bxploratlon, Thomas R. Smlth, ‘but of which Union Texas ls 1n

o*agreement w1th the basmc exploratlon concept as portrayed.

¥

"~Qf55Af : You 've revxewed this ‘work’ before and ere'

familiar w1th - with the geology as deplcted by that

exhlblt?-
A '-:-Yes, sir, | o |
B | 'Qf% - f;;All rlght; and you re. prepared to testlfy
from i_t'?-’ L | |
| AT o Yes; 51r. > L
Q f rj'{ Can you proceed now and tell us about the

| Isopach that s deplcted at the bottom of the chart?

,At a - Ba51ca11y what the prospect proposes,-ftoj_'

i'extend the Lower Morrow producing Plpeline Sand, as depicted
in yellow on ‘the Isopach map, whlch 'is the center map at the t

bottom, which produces from the Eureka Fleld, approx1mate1y

four mlles ‘to the south of the prospect area.
”:We» propose in the: prospect area that we‘

will encounter approxlmately 50 feet of this Lower Plpellne

Sand._
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-, The orlentation of the channels, as de—

“ plcted by the map,_is basxcally north/south, whlch is con- o
'isistent w1th ‘these point bar channel de9051tion coming off
the reglonal dip in ‘the- area on the Morrow, b351ca11y belng:

. from the north to south into the Delaware Basin.

For hvdrocarbon entrapment we feel that, .

>—referring to the structure map on - top of the Morrow struc-
_ture,"lt is very crltlcal that we encounter critical dlp

f back to the north’ whlch will entrap the. hydrocarbon. We

feel thls will be a lerge portlon of the hlgh risk nature of

, the prospect is the crltlcal dlp back to the north. :

e And that is. representing:< again, we feel

that we. w111 get a- small structural closure at ahout, appro~

ivximately —8900 foot datum 1n the prospect area.

“Q"offl- iM Bell, what s the closest produc1nq

- : Morrow well in the v1cin1ty of the proposed location?

”“"wA>' D Approximately four mlles to the south in
the Eureka Morrow Fleld.

- Q f, L What does your cross sectlon deplct,' Mr.

'.A:Ff’ The cross section A—A' is"hasicaliyf a -

north/south cross sectlon, »startlng to the north in Sectlon,h

9, whlch would indlcate an area where the Amoco State Well
_drllled in" Sectlon 9 recovered no lower sands in -what~ we

'call the Plpeline zone of ‘the’ Morrow, comlng across - into the

prospect area where wev hypothe31ze again that we will

encounter approximately 50 feet of net sand comxng down on’




‘ ' 'ﬂ _ 2 to the south and ty:mg to the. Eureka Field.
S | -3,'f-55w B X shows- the relatlonshlps of ‘the various
é~4 "produc1ng sands in the area. |
0 : .Mr._Bell,.does,this é#hib}t‘indicate ény
i_;bevohian,proQuotion? ) B
o ,A ,. ,f':'NQ, sir,oit ooeéinoté;' | |
Q‘Qi‘ 1v'}Are you awaré”of'ahy}Devooiah,production-,
: in the vicxnity of the prospect? S B ‘.‘
1?79 o f S A“Tl, - There s no establlshed production withln_‘
710 ‘ the immediate vicinlty of the prospect. » |
Ell;fw.f, 'ffo’Qo;f o So the Devonian would be" consxdered a
- _ ,.f12" Wilécétr as’ well as the rfiorrow‘> 77%"
f";ffsof'fls'

14 |

7A f. . Yes,.very hlgh rlsk :

T “.POSSlbillty.
- 15 c S
- : ugoWhlch 13 the produ01ng well in the area’
16 i
S 'The nearest Morrow producer?

: i17 ':‘Yes.

o e » o

IR L P A&f:;foJ%It would bé infsecﬁiég54,,gﬁd that would

>,Q519 be’iéoSouth; 34 East. N V}, | ) l o

20 ‘o” ‘:-”‘ Q"c ; Do you kooﬁ'whdt‘thefproduciion chéraot-.]1

L il ‘istlcs are for that well? ' | S | .’ |

. 22 | | a - 1 know that the”averééé'prodoction for"

E .”o ﬁhe Morrow1for hhe entlre area is approximately 4 Bcf per

-fﬂzs , well and about 70 000 barrels of condensate.

. f | 240 Ny j-':jj o There are some wells in Eureka that have
T 28

produced as hlgh as 25 Bcf and 3—or~400 barrels of conden=

,sate.

: A S




. SR 2A - Q o Based upon your” testlmony and the presen-
- :v'::3 ;ftation you ‘ve glven here today, would you--e;whag would you
f£4 _cqnslder the;rlsk factor pgnalty'én’be;ﬁor'a;_Mq#:ow 'pnés-’
. pect? . o |  ‘ | | L o :
' 'F'; A ,? ‘? ”;vwe11;~'weTch5ider it~t§1be.a ve:yifhiéh
i;fiék*pEGSPQCt; . : | o | | v
n | Q; - - n:waAébontia»Dévénian‘EeSt?:["
‘Av’x‘ﬁrl ‘Also very high rlsk.n_
‘-é j.~“"'What kind of a penalty would you’ recom~
20 | menaz |
;11 s  jnA 84'5 ; :‘We would recommend the maximum penalty of f
112_‘ compleﬁe recovery of our well cost plus the 200 percent.Iﬂ;
‘ [’..:- 13 Q f S Mr.. Bell, do you haVe anything further to :

x':i4 »add to your testlmony?

N A A IR No, sir, o
15 |- S ‘

TR -IQIR."-{, .PAD_'ILLA':‘*- _Nothing ‘fur‘th.e:, |
; 17 - - - We ténQerfE;hinﬁt Nuhbér'?ivg.’ s
;18". ? ,‘ff - '“JY,”*f5i” :';Mﬁj" SfAMEiSé' Exhibit Number
| 19 | Five WJ.ll be admitf,‘teé. e B
'20 'a_} 41.,r I .;_fi Are'fﬁnere any’qnéétiqns ofntne_:
;‘21;  §;tne$§? 5Hé/mé§ibe exCused.J' | ‘: ‘ _. -
%iiZ.f ‘ﬂri,:vr h f  - 11-' 717;Anything fnfthef?in this case?
| 23 . '.' -b »;A- o 7}.M3anADILLA§A'3186 tenéer Exhij S
; bits One_tnyougn:Fonr. = ” e o | A |
‘ | 4 I | G - " MR. ‘.- 'STAMETS: All the exhibits ”

- 25 4
. _are admitted, and the case is taken under adv1sement.
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. CCERTIFICATE

I, SALLY ~w., BOYD, c. s. R. DO HEREBY'

uanRTIFY that the foreg01ng Transcrlpt of Hearlnq Defore the
'Oll Conservatlon DlVlSlOH was reported bv me,v that tne sald
.transcrlot ;is a fu]l. »true, and correct ‘record _of the

hearihg prepared bv me to the best of ny abllltv

D 0. Beud Coe

il do- hereby cerhfy that the foregolng is
a compleie reccr: 2 of t‘w nro eequs in

Oll ConserVailon Dlvmon .




