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WHEREUPON, the f o l l o w i n g proceedings were had a t 

9:37 a.m.: 

EXAMINER CATANACH: Okay, a t t h i s time w e ' l l c a l l 

Case 12,449, which i s the A p p l i c a t i o n of Santa Fe Snyder 

Corporation f o r compulsory p o o l i n g , Lea County, New Mexico. 

C a l l f o r appearances. 

MR. HALL: Mr. Examiner, Scott H a l l , M i l l e r 

S t r a t v e r t Torgerson law f i r m , Santa Fe, on behalf of Santa 

Fe Snyder Corporation. I have two witnesses t h i s morning. 

MR. CARR: May i t please the Examiner, my name i s 

W i l l i a m F. Carr w i t h the Santa Fe law f i r m Campbell, Carr, 

Berge and Sheridan. We represent BTA O i l Producers i n 

op p o s i t i o n t o the A p p l i c a t i o n . I do not i n t e n d t o c a l l a 

witness. 

EXAMINER CATANACH: W i l l the two witnesses please 

stand t o be sworn in? I'm so r r y , Mr. Bruce? 

MR. BRUCE: Mr. Examiner, Jim Bruce of Santa Fe, 

re p r e s e n t i n g Southwestern Energy Production Company. I have 

no witnesses. 

EXAMINER CATANACH: Southwestern Energy 

Production Company? 

MR. BRUCE: Production Company. 

EXAMINER CATANACH: Okay, w i l l the witnesses 

please stand t o be sworn in? 

STEVEN T. BRENNER, CCR 
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(Thereupon, the witnesses were sworn.) 

MR. CARR: May i t please the Examiner, t h e r e i s a 

motion pending before the D i v i s i o n f i l e d by BTA t o dismiss 

t h i s A p p l i c a t i o n . 

EXAMINER CATANACH: Let's see i f I can f i n d i t . 

Let's take a short break so we can review these 

q u i c k l y , re-review them. 

MR. CARR: Yes, s i r . 

(Thereupon, a recess was taken a t 9:40 a.m.) 

(The f o l l o w i n g proceedings had a t 9:43 a.m.) 

EXAMINER CATANACH: Before we s t a r t the case, we 

would l i k e j u s t a summary on the c u r r e n t s i t u a t i o n i n t h i s 

case, and a summary of the motions t o dismiss. 

MR. HALL: Mr. Examiner, the record should 

r e f l e c t t h a t I've s u b s t i t u t e d my appearance f o r Mr. 

K e l l a h i n on behalf of the A p p l i c a n t , and Mr. K e l l a h i n has 

f i l e d a response t o the BTA motion t o dismiss. 

I n a d d i t i o n t o t h i s case, there was a p a r a l l e l 

case brought by Southwestern, a competing case t o pool the 

east h a l f . 

The synopsis of the s i t u a t i o n , f o r everyone, i s 

t h a t Santa Fe Snyder i s proposing a standard p r o r a t i o n u n i t 

c o n s i s t i n g of the east h a l f of Section 18 i n 23 South, 34 

East. That r e q u i r e s the c o n s o l i d a t i o n of fee and f e d e r a l 

i n t e r e s t s . 
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Mr. Carr's c l i e n t , BTA, owns two separate f e d e r a l 

o i l and gas leases i n the south h a l f of Section 18. I t ' s 

my understanding t h a t BTA has he l d t h a t acreage i n the 

south h a l f since 1978 or 1980 or so, and i t has not been 

developed a t a l l . 

November 15th, 1999, Santa Fe f i r s t proposed an 

e a s t - h a l f w e l l t o BTA, and i t ' s my understanding t h a t BTA's 

response was t o go t o the BLM and f i l e an APD f o r a w e l l i n 

the southeast quarter f o r a south-half laydown u n i t , and 

the p a r t i e s were unable t o agree on an o r i e n t a t i o n t o the 

u n i t or t o BTA's p a r t i c i p a t i o n i n an e a s t - h a l f w e l l . And 

t h a t ' s where we are today. 

I t ' s also my understanding t h a t BTA has done 

no t h i n g more than f i l e f o r an APD w i t h the BLM. There has 

apparently been no NOS f i l i n g made, and t h e r e i s no 

c o n s o l i d a t i o n of the two f e d e r a l leases. A communitization 

i s r e q u i r e d f o r t h a t south-half acreage before i t could be 

d r i l l e d and produced, and t h a t ' s not been done. 

So i t doesn't appear t h a t BTA i s ready t o go 

forward w i t h development of the acreage. 

On the other hand, Santa Fe has committed 

c a p i t a l , i t ' s ready t o proceed, i t ' s succeeded i n 

c o n s o l i d a t i n g a great many of the i n t e r e s t s f o r an east-

h a l f u n i t , and t h a t ' s where we are today. 

Mr. Carr had f i l e d a motion contending t h a t the 
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f i l i n g of an APD w i t h the BLM renders t h a t acreage 

u n a v a i l a b l e f o r p o o l i n g , and I t h i n k t h a t i s i n c o r r e c t . 

The f i l i n g of an APD w i t h the BLM i s simply a m i n i s t e r i a l 

a c t . I t i s not an a d j u d i c a t i o n t h a t would have the e f f e c t 

of making the acreage i n the southeast q u a r t e r u n a v a i l a b l e . 

The BLM w i l l not o v e r r i d e the OCD1s determination 

of what the proper o r i e n t a t i o n of a u n i t i s i n a compulsory 

p o o l i n g case or otherwise. 

I n a d d i t i o n , as I mentioned, absent a 

communitization of those two f e d e r a l leases, they can't 

proceed t o develop the south h a l f anyway. 

So I t h i n k what y o u ' l l f i n d , Mr. Examiner, t h a t 

BTA i s not ready t o proceed, Santa Fe Snyder i s . 

This i d e n t i c a l issue has come up before i n Case 

Number 11,887. P h i l l i p s Petroleum Company f i l e d a s i m i l a r 

motion against an a p p l i c a t i o n Santa Fe Energy Resources had 

brought, a s s e r t i n g the very same t h i n g , t h a t the f i l i n g of 

an APD made acreage unavailable. The motion i n response t o 

t h a t . 

The r u l i n g i n t h a t case was t h a t t h a t a s s e r t i o n 

was i n c o r r e c t , and t h a t motion was denied by Examiner 

Stogner. 

EXAMINER CATANACH: Mr. Carr? 

MR. CARR: May i t please the Examiner, BTA comes 

before you not w i t h a competing p o o l i n g case, because they 

STEVEN T. BRENNER, CCR 
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don't need t o . They're the working i n t e r e s t owner of 

reco r d , the leaseholder of record, of 100 percent of the 

working i n t e r e s t i n the south h a l f of t h i s s e c t i o n . 

They've he l d the lease f o r some time. 

But i n the a d j o i n i n g Section 17 t h e r e has been 

recent a c t i v i t y , and a l l of a sudden t h i s area becomes an 

area i n which those who hold mineral i n t e r e s t s are 

i n t e r e s t e d i n developing the same. 

What BTA has proposed, and has an APD as Mr. H a l l 

referenced, i s t o develop i t s acreage w i t h a w e l l a t a 

standard l o c a t i o n on a standard u n i t . They propose a 

sou t h - h a l f u n i t f o r a w e l l i n the southeast q u a r t e r . 

What Santa Fe proposes i s a standup u n i t f o r a 

w e l l i n the northeast q u a r t e r . The n o r t h h a l f i s 

a v a i l a b l e . 

I f Santa Fe decided t o go forward and d r i l l t h e i r 

w e l l on t h e i r land t o develop t h e i r i n t e r e s t , they could do 

i t w i t h a n o r t h - h a l f u n i t . The w e l l would be a t the same 

l o c a t i o n , i t would produce the same reserves, and they 

would have and a v a i l themselves of t h e i r o p p o r t u n i t y t o 

produce t h e i r f a i r share of the reserves i n the poo l . 

But what they have decided t o do i s not t o 

develop the n o r t h h a l f , but t o come i n and t i e up the east 

h a l f . And they are before you w i t h a compulsory p o o l i n g 

a p p l i c a t i o n . 

STEVEN T. BRENNER, CCR 
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And I would suggest you should remember the 

purpose of compulsory p o o l i n g . Compulsory p o o l i n g i s an 

exercise of the p o l i c e power of the State t o assure t h a t 

minerals are developed, t o put together a p p r o p r i a t e spacing 

u n i t s so w e l l s can be d r i l l e d . 

Santa Fe i s n ' t before you today t r y i n g t o put 

t o g e t h e r a t r a c t so a w e l l can be d r i l l e d . They could do 

t h a t w i t h a n o r t h - h a l f u n i t , they could do i t , they could 

prevent waste, they could p r o t e c t t h e i r c o r r e l a t i v e r i g h t s 

and d r i l l the w e l l they propose t o d r i l l . 

They're not t r y i n g t o do t h a t here today. 

They're t r y i n g t o use the compulsory p o o l i n g process, not 

t o see t h a t w e l l s are d r i l l e d , but t o prevent BTA from 

developing the minerals which i t owns w i t h a w e l l a t a 

standard l o c a t i o n on a standard spacing and p r o r a t i o n u n i t . 

And we submit t o you t h a t i n t h i s case BTA's r i g h t s and the 

APD should be honored and not be overridden by a compulsory 

p o o l i n g order. 

This whole t h i n g becomes moot the day we d r i l l , 

and i f we have t o , we w i l l . We w i l l d r i l l d u r i n g the term 

of the APD, and i t runs through the end of the year. So 

we, I t h i n k as a prudent operator would, are w a i t i n g t o see 

what happens t o the w e l l i n Section 17. I can represent t o 

you today t h a t w i t h i n the term of the APD we w i l l spud a 

w e l l on t h i s t r a c t . 

STEVEN T. BRENNER, CCR 
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And we be l i e v e t h a t the compulsory p o o l i n g e f f o r t 

i s n o t h i n g more than an attempt t o misuse compulsory 

p o o l i n g , not t o see t h a t w e l l s are d r i l l e d , but t o see t h a t 

BTA does not have from t h i s agency i t s s t a t u t o r y 

c o r r e l a t i v e r i g h t s and t o deny BTA the o p p o r t u n i t y t o 

produce i t s f a i r share of the reserves. 

EXAMINER CATANACH: Mr. Carr, what i s the status? 

Do you know i f BTA has app l i e d f o r a communitization 

agreement f o r the south h a l f ? 

MR. CARR: I don't know, I do not. 

EXAMINER CATANACH: But they have an approved 

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

MR. CARR: They have an approved APD. I t ' s two 

f e d e r a l leases. 

EXAMINER CATANACH: Mr. H a l l , i s t h e r e a geologic 

component t o the o r i e n t a t i o n of the spacing u n i t i n t h i s 

case? 

MR. HALL: Yes, there i s , and I would suggest t o 

you t h a t you ought t o deny the motion and defer — or a t 

l e a s t defer r u l i n g u n t i l you see the geology case we would 

present. 

EXAMINER CATANACH: I would agree, and we w i l l 

d e fer the motion f o r the time being and go ahead and hear 

testimony i n t h i s case. 

MR. HALL: We would c a l l C u r t i s Smith. 

STEVEN T. BRENNER, CCR 
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CURTIS D. SMITH, 

the witness h e r e i n , a f t e r having been f i r s t d u l y sworn upon 

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

DIRECT EXAMINATION 

BY MR. HALL: 

Q. For the record, s t a t e your name, please, s i r . 

A. My name i s C u r t i s Smith. 

Q. Mr. Smith, where do you l i v e and by whom are you 

employed and i n what capacity? 

A. I l i v e i n Midland, Texas. I am employed by Santa 

Fe Snyder Corporation, I am d i v i s i o n land manager. 

Q. And you've p r e v i o u s l y t e s t i f i e d before the 

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 matter of 

record? 

A. Yes, r i g h t . 

Q. And you are f a m i l i a r w i t h the lands t h a t are the 

subj e c t of t h i s a p p l i c a t i o n ? 

A. Yes, I am. 

MR. HALL: Mr. Examiner, we tender Mr. Smith as 

an expert petroleum landman. 

EXAMINER CATANACH: Mr. Smith i s so q u a l i f i e d . 

Q. (By Mr. H a l l ) Mr. Smith, would you please 

b r i e f l y summarize f o r the Examiner what Santa Fe Snyder 

seeks by i t s A p p l i c a t i o n ? 

A. Yeah, Santa Fe Snyder seeks an order p o o l i n g a l l 

STEVEN T. BRENNER, CCR 
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m i n e r a l i n t e r e s t s from the surface t o the base of the 

Morrow formation u n d e r l y i n g the east h a l f of Section 18, 

Township 23 South, Range 34 East. We're also seeking 

p o o l i n g of any p r o r a t i o n u n i t s t h a t would r e q u i r e a 160-

acre or 40-acre spacing, f o r the Paloma Blanco "18" Federal 

Well Number 1. Also, we're asking the Examiner t o consider 

the cost of d r i l l i n g and completing the w e l l and the 

a l l o c a t i o n of the costs, operating costs and charges f o r 

s u p e r v i s i o n , and designation of Santa Fe Snyder Corporation 

as the operator, and also a charge f o r r i s k i n v o l v e d i n 

t h i s w e l l . 

Q. And your primary o b j e c t i v e i s the Strawn; i s t h a t 

c o r r e c t ? 

A. The Morrow formation. 

Q. Morrow, I'm sor r y . 

A. 13,700-foot Morrow. 

Q. I s the acreage t h a t ' s the subject of your 

A p p l i c a t i o n r e f l e c t e d on E x h i b i t 1? 

A. Yes, E x h i b i t 1 i s our land p l a t showing the 

p r o r a t i o n u n i t , the east h a l f of Section 18, Township 2 3 

South, Range 34 East, o u t l i n e d i n green. 

The red, of course, i s our proposed l e g a l 

l o c a t i o n f o r the Paloma Blanco "18" Fed Number 1 w e l l . 

The yellow i n d i c a t e s the acreage t h a t Santa Fe 

Snyder Corporation has purchased i n our Paloma Blanco 

STEVEN T. BRENNER, CCR 
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prospect. The south h a l f of Section 18, of course, i s the 

BTA acreage where Conoco i s the record t i t l e holder of the 

leasehold. 

Q. Let's look a t E x h i b i t 2, Mr. Smith. Would you 

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

A. E x h i b i t 2 i s the breakdown of the working 

i n t e r e s t ownership i n the east h a l f of Section 18. What we 

have i s , we have i t broken down by the northeast q u a r t e r of 

Section 18, which represents b a s i c a l l y the non-BTA pa r t n e r s 

i n t he east h a l f of Section 18. 

The southeast q u a r t e r , i n c l u d i n g pages 2 through 

10, represent the BTA pa r t n e r s . I t h i n k there's over 90 

d i f f e r e n t p a r t n e r s under BTA's southeast q u a r t e r of Section 

18. 

The p a r t i e s t h a t we wish t o f o r c e pool i n t h i s 

h earing are Southwestern Energy Production Company, t h a t ' s 

shown on t h i s e x h i b i t ; Sugarberry O i l and Gas Corporation; 

Ocean Energy, I n c . ; A l i c e J. Dickey; John J. f l e e t . A l l 

the other p a r t i e s i n the northeast quarter have e i t h e r 

leased t o us or signed an AFE. 

And by the way, most of the p a r t i e s t h a t I j u s t 

named o f f as the p a r t i e s we're f o r c e - p o o l i n g i n the 

northeast q u a r t e r , we had a t l e a s t a v e r b a l commitment from 

them but nothing i n w r i t i n g y e t , so i t ' s necessary t o go 

ahead and in c l u d e them i n t h i s compulsory p o o l i n g . 

STEVEN T. BRENNER, CCR 
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And also we're seeking t o f o r c e pool the BTA 

pa r t n e r s i n the southeast quarter f o r a t o t a l i n t e r e s t t h a t 

we're f o r c e p o o l i n g of 59.2-percent working i n t e r e s t . And 

I would say t h a t of the northeast q u a r t e r we're n e a r l y a t 

100 percent, i f you inc l u d e , of course, the v e r b a l 

commitments. 

Q. Let's look b r i e f l y a t E x h i b i t 3. I t appears t h a t 

we have m u l t i p l e copies of t h i s same e x h i b i t , but i s t h a t 

your AFE f o r the proposed well? 

A. Yes, t h i s i s our AFE. 

Q. Would you review those cost f i g u r e s f o r the 

Examiner, please, s i r ? 

A. Yeah, t h i s i s an AFE f o r the Paloma Blanco "18" 

Fed Com Number 1 w e l l , and the dryhole cost i s $1,175 

m i l l i o n , completed w e l l cost $1,408 m i l l i o n . 

Q. And are these costs i n l i n e w i t h what's being 

charged by other operators i n the area? 

A. Yes, we have p a r t i c i p a t e d i n several Morrow w e l l s 

i n t h i s area, and these costs are comparable t o the costs 

of other operators, as w e l l as our other w e l l s t h a t we 

operate. 

Q. And do they compare f a v o r a b l y w i t h the r a t e s set 

f o r t h i n the Ernst and Young survey? 

A. Yes, i t i s , as f a r as d r i l l i n g costs and overhead 

r a t e s t h a t we are seeking. They are i n l i n e w i t h t h a t . 
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Q. A l l r i g h t . Let's t a l k about the e f f o r t s Santa Fe 

Snyder has made t o secure the j o i n d e r of a l l the working 

i n t e r e s t s shown on your E x h i b i t 2. 

A. Okay. On November 15th, Santa Fe hand-delivered 

a l e t t e r t o BTA, our i n i t i a l w e l l proposal f o r the Paloma 

Blanco "18" Fed Com Number 1 w e l l . 

Q. And i s t h a t E x h i b i t 4? 

A. This i s E x h i b i t 4, a l e t t e r dated November 15th, 

1999. This was, l i k e I s a i d , the i n i t i a l w e l l proposal. 

And by the way, the i n i t i a l l o c a t i o n , y o u ' l l note, i s 660 

from the south l i n e and 660 from the east l i n e , which l a t e r 

we decided t o change t h a t l o c a t i o n , and our g e o l o g i s t w i l l 

t e s t i f y t o the reasons why we decided t o change the 

l o c a t i o n . 

E x h i b i t 5 i s a l e t t e r t o BTA dated February 17th, 

2000. This l e t t e r was sent c e r t i f i e d m a i l . I t ' s a request 

f o r a term assignment, $200 per acre, and i t addresses the 

burdens created by the Conoco-BTA farmout, dated October 

11th, 1979. So t h i s was a f a i r o f f e r t o BTA i n case they 

d i d not want t o p a r t i c i p a t e i n the w e l l t h a t we had 

proposed. 

Q. What was the response? 

A. No response t o date i n w r i t i n g . I w i l l say t h i s , 

t h a t t h e r e may have been some conversations between Steve 

Smith, the author of these l e t t e r s , who i s no longer w i t h 
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Santa Fe, but Steve worked d i r e c t l y f o r me. There may have 

been conversations between Steve Smith and Bob Crawford 

t h a t I e i t h e r don't r e c a l l or don't know about. 

Q. I t ' s your understanding, anyway, t h a t they d i d n ' t 

agree t o p a r t i c i p a t e ? 

A. Exactly. E x h i b i t 6 i s a l e t t e r dated February 

25th, 2000. This i s our r e v i s e d w e l l proposal, changing 

the l o c a t i o n t o 1980 f e e t from the n o r t h l i n e and 660 f e e t 

from the east l i n e of Section 18. And also we a t t a c h the 

AFE t h a t ' s r e f e r r e d t o i n the second paragraph of the 

l e t t e r . That AFE i s the same AFE as E x h i b i t 3 f o r t h i s 

hearing. 

Also, the bottom paragraph of t h i s f i r s t page, we 

g i v e them an a l t e r n a t i v e t o consider the term assignment 

t h a t we have requested. 

E x h i b i t 7, l e t t e r dated February 28th, 2000, i n 

E x h i b i t 7 there's a c t u a l l y t h r e e l e t t e r s . The f i r s t l e t t e r 

i s February 28th, 2000, addressed t o Sugarberry O i l and Gas 

Corporation, proposing the w e l l and a l s o , i f they don't 

e l e c t t o p a r t i c i p a t e , t o give us a term assignment — I'm 

s o r r y , an o i l and gas lease on the minerals. 

Q. The i n t e r e s t owners evidenced by the E x h i b i t 7 

l e t t e r s are not BTA i n t e r e s t owners? 

A. Correct, they're the northeast q u a r t e r owners, 

mi n e r a l owners. 
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And the second l e t t e r , February 28, 2000, i s t o 

John J. F l e e t , i n d i v i d u a l l y and as Executor of the Estate 

of C a r l W. Fl e e t and as t r u s t e e f o r A l i c e J. Dickey, the 

same l e t t e r , proposing the w e l l or requesting a lease, 

which, by the way, we have the terms as o u t l i n e d i n t h i s 

l e t t e r agreed upon w i t h Sugarberry and John J. F l e e t . 

The l e t t e r dated A p r i l 5 t h , 2000, i s t o 

Southwestern Energy Production Company, proposing the w e l l 

a t t he northeast quarter l o c a t i o n , and an AFE attached 

which i s our E x h i b i t 3. 

A p r i l 7th l e t t e r — I'm s o r r y , E x h i b i t Number 8 

i s our A p r i l 7 t h , 2000, l e t t e r . And t h i s i s — t h i s was, 

of course, a mass-mailing of a l l the BTA p a r t n e r s , and they 

were sent c e r t i f i e d m a i l . And i t ' s a w e l l proposal f o r the 

l o c a t i o n , the northeast quarter. We also attached the w e l l 

cost estimate, which i s E x h i b i t 3. And the r e are several 

l e t t e r s i n E x h i b i t 8 dated A p r i l 7 th. 

E x h i b i t 9 — Oh, l e t me add t h i s about E x h i b i t 8. 

These l e t t e r s were sent t o each i n d i v i d u a l ' s address, 

e i t h e r t h e i r o f f i c e or residence. 

E x h i b i t 9, we d u p l i c a t e d the E x h i b i t 8 l e t t e r and 

sent l e t t e r s t o a l l the BTA pa r t n e r s , care of BTA O i l 

Producers a t t h e i r address i n Midland, which we were 

advised e a r l i e r t h a t t h a t was the way BTA wished t h a t we 

correspond, through BTA or t h e i r p a r t n e r s . 
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Q. So i s your understanding t h a t BTA had represented 

t o Santa Fe Snyder t h a t i t was authorized t o speak f o r the 

BTA i n t e r e s t owners i n the southeast quarter? 

A. Yes, and t h a t was t o l d t o us even on a l e t t e r 

dated May 8 t h of 2 000, which I have i f we need t o enter 

t h a t as an e x h i b i t . 

MR. HALL: Mr. Examiner, l e t me i n t e r j e c t a t t h a t 

p o i n t . We have a v a i l a b l e copies of a l l of the l e t t e r s t o 

the BTA i n t e r e s t owners t h a t went d i r e c t l y t o BTA on A p r i l 

7 t h . They're a v a i l a b l e . I d i d n ' t i n t e n d on i n t r o d u c i n g 

them, but i f you wish them they are t h i s t h i c k . 

EXAMINER CATANACH: I t ' s j u s t a copy of t h i s 

l e t t e r ? 

MR. HALL: Yes, s i r . 

EXAMINER CATANACH: No, I don't t h i n k we need 

t h a t . 

THE WITNESS: E x h i b i t 10 i s our w e l l proposal t o 

Ocean Energy, which as you r e c a l l i n E x h i b i t 3 — E x h i b i t 

2, I'm s o r r y , they're one of the working i n t e r e s t owners i n 

the northeast quarter of Section 18. Once again, there's 

an o f f e r t o p a r t i c i p a t e i n the w e l l or grant Santa Fe a 

lease, which we have a v e r b a l commitment deal made on t h a t . 

E x h i b i t 11 i s a response t o Southwestern Energy 

Production Company. Southwestern Energy Production Company 

s t a t e d t h a t they would agree t o p a r t i c i p a t e i n our proposed 
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w e l l under the c o n d i t i o n t h a t we spud the w e l l on or before 

June 2 0 t h o f 2000. 

A f t e r examining t i t l e , o r d e r i n g the a b s t r a c t s and 

g e t t i n g a t i t l e o p i n i o n , i t came t o our a t t e n t i o n how 

d i v e r s e the ownership i s i n Section 18. So t h e r e f o r e , i n 

l i g h t of the most l i k e l y compulsory p o o l i n g hearing, we 

could not agree t o a spud date of June 2 0th. We j u s t 

d i d n ' t f e e l l i k e we could perform because of the 

c o m p l i c a t i o n s . 

A p r i l 28th, 2000, l e t t e r , E x h i b i t Number 12, t h i s 

i s a l e t t e r s u b m i t t i n g the JOA t o a l l of the p o t e n t i a l 

p a r t n e r s i n the east h a l f of Section 18, as promised i n 

other l e t t e r s e a r l i e r . We had d e l i v e r e d the JOA f o r the 

p a r t n e r s ' review and comments or execution, which we have 

not received, comments or execution of the JOA by any 

p a r t n e r s . 

However, we d i d receive a signed AFE from one of 

the BTA p a r t n e r s , Constance Cart w r i g h t . She's l i s t e d on 

E x h i b i t 2, and she d i d sign the memorandum of JOA t h a t was 

attached t o the JOA, but she d i d n ' t a c t u a l l y s i g n the JOA. 

So t h e r e f o r e we're i n c l u d i n g her i n the compulsory p o o l i n g 

request, since she has not f u l l y executed a l l the documents 

r e q u i r e d . 

Q. (By Mr. H a l l ) The JOA t h a t you tendered, was i t 

a standard i n d u s t r y form? 
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A. Yes, AAPL Model Form JOA. 

E x h i b i t Number 13 i s a hand-delivered l e t t e r 

dated May 1 s t , 2 000, t o BTA d e l i v e r i n g the JOA, the cover 

l e t t e r . I t was received by Larry F r a n k l i n on May 1st, 

2000. 

E x h i b i t Number 14 i s another l e t t e r t o John J. 

f l e e t , a l e t t e r dated May 15th, 2000. Once again, a w e l l 

proposal and a lease request. 

E x h i b i t Number 15 i s a l e t t e r r e q u e s t i n g response 

from John J. f l e e t , which we've had v e r b a l responses from 

Mr. F l e e t and are about t o come t o terms on a lease. 

And l e t ' s see — The other e x h i b i t s are 

g e o l o g i c a l e x h i b i t s a f t e r t h i s . 

Q. As of today, anyway, you've not been able t o 

secure the v o l u n t a r y p a r t i c i p a t i o n of BTA; i s t h a t c o r r e c t ? 

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

Q. Or the other i n t e r e s t owners you've n o t i f i e d and 

proposed the w e l l to? 

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

Q. I n your o p i n i o n , Mr. Smith, have you made a good-

f a i t h e f f o r t t o secure the v o l u n t a r y j o i n d e r of a l l of 

those i n t e r e s t owners? 

A. Yes, Santa Fe Snyder has. 

Q. By the way, do you have some f a m i l i a r i t y w i t h the 

lease ownership of BTA i n the south h a l f of Section 18? 
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A. Yes, we do. We've s t a r t e d a t i t l e o p i n i o n , i t ' s 

not complete y e t . There are something l i k e 95 separate 

owners. The record t i t l e holder of the lease i s Conoco. 

BTA and i t s partners have an assignment of op e r a t i n g r i g h t s 

t h a t apparently had no reversionary clause back t o Conoco 

f o r lack of production or performance. 

Q. Do you know how long BTA has hel d those o p e r a t i n g 

r i g h t s ? 

A. I know a t l e a s t since 1980. Their farmout 

agreement was dated, I t h i n k , i n 1979, and then I b e l i e v e 

they assigned out t o t h e i r various p a r t n e r s i n , I b e l i e v e , 

1982. 

Q. Has Santa Fe Snyder d r i l l e d other Morrow w e l l s i n 

the area? 

A. Yes, we've d r i l l e d 11 w e l l s i n t h i s area, and 

" t h i s area" you can def i n e as the area which w i l l be 

o u t l i n e d on — t h a t i s o u t l i n e d on E x h i b i t 16, t h a t w i l l be 

introduced when Steve Hulke gives h i s testimony. And we're 

c u r r e n t l y — We've d r i l l e d 11 w e l l s i n t h a t area. 

We're c u r r e n t l y d r i l l i n g one w e l l , which 

i n c i d e n t a l l y t h a t w e l l i s located i n the n o r t h h a l f of 

Section 17, Township 23 South, Range 34 East, and we're on 

day s i x of the d r i l l i n g of t h a t w e l l . 

Q. Have any of those Morrow w e l l s been dry holes or 

noncommercial wells? 
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A. Yes, we've d r i l l e d t hree dry holes, and i n 

a d d i t i o n t o t h a t we have one noncommercial w e l l . 

Q. So from your perspective as a landman anyway, 

th e r e i s a c e r t a i n element of r i s k associated w i t h d r i l l i n g 

Morrow w e l l s i n t h i s area? 

A. Yes, there are. 

Q. And are you seeking the 200-percent r i s k p e n a l t y 

a g a i n s t the nonconsenting i n t e r e s t owners i n t h i s case? 

A. Yes, we are. 

Q. Were E x h i b i t s 1 through 15 compiled by you or a t 

your d i r e c t i o n ? 

A. Yes, they were. 

MR. HALL: Mr. Examiner, we would move the 

admission of E x h i b i t s 1 through 15 and pass the witness. 

EXAMINER CATANACH: Any obje c t i o n ? 

MR. CARR: No o b j e c t i o n . 

EXAMINER CATANACH: E x h i b i t s 1 through 15 w i l l be 

admitted as evidence. 

Mr. Carr? 

EXAMINATION 

BY MR. CARR: 

Q. Mr. Smith, you would agree w i t h me t h a t Santa Fe 

does not own any working i n t e r e s t i n the south h a l f of t h i s 

s e c t i o n ; i s n ' t t h a t r i g h t ? 

A. Yes, I agree w i t h t h a t . 
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Q. And i f a south-half u n i t were developed by a w e l l 

d r i l l e d as proposed by BTA i n the southeast q u a r t e r , Santa 

Fe would bear no costs r e l a t e d t o the development of t h a t 

p r o p e r t y ; i s n ' t t h a t c o r r e c t ? 

A. That•s c o r r e c t . 

Q. The n o r t h h a l f of t h i s s e c t i o n would be a v a i l a b l e 

f o r laydown standard Morrow gas spacing, would i t not? 

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

Q. And Santa Fe elected not t o develop the n o r t h 

h a l f of the s e c t i o n ; i s t h a t r i g h t ? 

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

Q. Were you involved i n the decisions t o go w i t h an 

east h a l f , as opposed t o a n o r t h h a l f ? 

A. Yes, I was. 

Q. And can you t e l l us g e n e r a l l y the reasons f o r 

going w i t h the e a s t - h a l f u n i t ? 

A. Well, w i t h the e a s t - h a l f u n i t , i f you look a t the 

geology — and I ' l l defer t h a t testimony t o our g e o l o g i s t , 

of course — i t ' s more reasonable t o have an e a s t - h a l f 

p r o r a t i o n u n i t . And r e a l l y , t h a t ' s one of the main reasons 

t h a t we based our d e c i s i o n on the e a s t - h a l f p r o r a t i o n u n i t . 

Q. At t h i s time you've reached no agreement w i t h BTA 

or w i t h any of the BTA partners? 

A. Well, w i t h the exception of Constance C a r t w r i g h t , 

t h a t ' s c o r r e c t . She has signed the AFE. 
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Q. Do you have a j o i n t o perating agreement w i t h any 

of the i n t e r e s t owners i n the southeast q u a r t e r of the 

section? 

A. No. However, l i k e I s a i d , Constance C a r t w r i g h t 

signed the memorandum and JOA. Once we contact her and 

t e l l her which signature pages she needs t o s i g n , w e ' l l 

have one w i t h her... 

Q. Now, i n terms of the w e l l which you proposed t o 

d r i l l on t h i s pooled u n i t , t h a t w e l l w i l l be lo c a t e d i n the 

northeast quarter of the s e c t i o n , w i l l i t not? 

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

Q. And w i t h a laydown n o r t h - h a l f u n i t , you s t i l l 

c ould d r i l l a w e l l a t the exact place? 

A. I t ' s s t i l l a l e g a l l o c a t i o n f o r the n o r t h h a l f . 

Q. And so what we're t a l k i n g about here, r e a l l y , i s 

not the w e l l l o c a t i o n but the o r i e n t a t i o n of the spacing 

u n i t ? 

A. Uh-huh. 

Q. I s i t Santa Fe's p o s i t i o n t h a t the best l o c a t i o n 

t o f i r s t develop i n t h i s s e c t i o n i s i n the northeast 

quarter? 

A. I ' l l l e t Steve Hulke answer t h a t question. 

Q. You went through your e f f o r t s t o put together the 

e a s t - h a l f u n i t , and as landman, t h a t ' s your j o b — 

A. Uh-huh. 
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Q. — t o t r y and put these together? 

A. Uh-huh. 

Q. I n the course of your testimony you referenced a 

l e t t e r dated May 8th from BTA. That's not included i n your 

e x h i b i t packet, i s i t ? 

A. No. 

Q. Do you have a copy of t h a t l e t t e r ? 

A. Yeah. 

Q. I don't have a copy t h a t i s n ' t marked up, but I ' d 

l i k e t o have t h a t i n the record of the case, i f we could. 

I don't mind i f i t ' s marked as BTA E x h i b i t 1, and I ' l l mark 

i t immediately a f t e r . 

By the May 8th l e t t e r , BTA advised you t h a t they 

had assigned t h e i r i n t e r e s t t o — 

A. — copy of that? 

Q. I'm s o r r y . Do you have a copy there? 

A. Uh-huh. 

Q. By t h e i r l e t t e r of May 8 t h , BTA advised Santa Fe 

t h a t they had assigned t h e i r i n t e r e s t t o p a r t n e r s i n the 

south h a l f of t h i s s e c t i o n — 

A. Uh-huh. 

Q. — co r r e c t ? 

They also advised you t h a t those assignments were 

su b j e c t t o a j o i n t operating agreement? 

A. Uh-huh. 
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Q. And t h a t BTA was the operator and represented the 

partners? 

A. Right. 

Q. Attached t o t h a t l e t t e r was a copy of the APD 

t h a t had been obtained? 

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

Q. Were you aware of the APD p r i o r t o t h a t time? 

A. No. 

Q. When you saw the APD, you could see t h a t they had 

the APD approved back i n January of t h i s year — 

A. Uh-huh. 

Q. — correct ? 

BTA also advised you they would have no problem 

w i t h a n o r t h - h a l f u n i t , r i g h t ? 

A. Oh, yeah. Yeah, they s a i d t h a t . 

Q. I f we take a look a t the ownership of Santa Fe 

and the spacing u n i t s or the p o t e n t i a l spacing u n i t s i n 

t h i s t r a c t , what i s Santa Fe's working i n t e r e s t i n an east-

h a l f u n i t ? 

A. I n an e a s t - h a l f u n i t , once we sig n the leases 

t h a t we have negotiated, we w i l l have — By the way, Ray 

Westal l i n the northeast quarter has signed an AFE, so 

w e ' l l have e s s e n t i a l l y 47-point-some-odd working i n t e r e s t . 

Q. I n the e n t i r e spacing u n i t ? 

A. I n the east h a l f , i f BTA and pa r t n e r s p a r t i c i p a t e 
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w i t h t h e i r 50 percent. 

Q. And i n t h a t circumstance, BTA would s t i l l be the 

l a r g e s t working i n t e r e s t owner i n the east h a l f of the 

s e c t i o n ; i s n ' t t h a t correct? 

A. Well, no. BTA i s not a record t i t l e holder. 

Q. BTA's partners and those i t represents — 

A. BTA's c o l l e c t i v e mass p a r t n e r s ' percentage, 

c o l l e c t e d together, would represent 50 percent, but any one 

owner under t h a t BTA partner group bar e l y has over — w e l l , 

Barry Beal has 6.8 percent. 

Q. Do you have any reason t o t h i n k t h a t BTA doesn't 

represent the owners of 50 percent of the working 

i n t e r e s t — 

A. No, I know they do, as Mr. Crawford s a i d i n h i s 

l e t t e r . 

Q. How soon do you propose t o d r i l l a w e l l on t h i s 

e a s t - h a l f u n i t i f the A p p l i c a t i o n i s approved? 

A. We're on day s i x of a 56-day w e l l i n the n o r t h 

h a l f of Section 17 w i t h the McVeigh 8 r i g , which puts us a t 

September 15th f o r r i g release. I f we had an order, a 

t i m e l y order, we could move t h a t r i g t o the east h a l f of 

Section 18 and spud our w e l l . 

Q. Do you have any lease e x p i r a t i o n s or anything 

t h a t — any t i t l e changes t h a t are d r i v i n g d r i l l i n g the 

w e l l a t any p a r t i c u l a r — 
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A. No. 

MR. CARR: That's a l l I have, thank you. 

I would move the admission of what we w i l l mark 

BTA E x h i b i t 1, which i s a copy of t h e i r May 8th l e t t e r w i t h 

an attached APD. 

EXAMINER CATANACH: Do you want t h a t as BTA 

E x h i b i t Number 1? 

MR. CARR: Yes, s i r . 

EXAMINER CATANACH: Okay, BTA E x h i b i t Number 1 

w i l l be admitted as evidence. 

MR. HALL: Mr. Examiner, may I have the 

o p p o r t u n i t y t o e l i c i t some a d d i t i o n a l d i r e c t testimony w i t h 

respect t o the overhead rates? 

EXAMINER CATANACH: Please do. 

FURTHER EXAMINATION 

BY MR. HALL: 

Q. Mr. Smith, have you made an estimate of the 

overhead and a d m i n i s t r a t i v e costs w h i l e d r i l l i n g and 

producing the well? 

A. Yes, the producing overhead r a t e , f i x e d overhead 

r a t e , we are requesting $6000 per month — That's the 

d r i l l i n g overhead r a t e . The producing overhead r a t e i s 

$600 per month. And those costs f a l l i n l i n e w i t h other 

operations i n the area and also f a l l i n l i n e w i t h t he 1999-

2 000 Ernst and Young Fixed Rate Overhead Rate Survey. 
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Q. And you're recommending those r a t e s be 

inc o r p o r a t e d i n t o an order t h a t issues from — 

A. Yes, I am. 

Q. When d i d Santa Fe Snyder make the management 

d e c i s i o n t o commit c a p i t a l t o the development of the east 

h a l f ? 

A. We put the Paloma Blanco "18" w e l l i n our 1999 

budget, so you could say January of 1999. But we s t a r t e d 

purchasing leases i n t h i s area roughly mid-1998, and of 

course we're c u r r e n t l y d r i l l i n g a w e l l i n the n o r t h h a l f of 

Section 17. 

Q. And does Santa Fe Snyder also have an approved 

APD f o r i t s l o c a t i o n ? 

A. Yes, we have an APD approved by the OCD. The 

approval date i s January 13th, 2000, roughly a week a f t e r 

BTA's — t e n days a f t e r BTA's APD approved by the BLM of 

January 3rd, 2000, so... 

Q. And have you also f i l e d your n o t i c e of s t a k i n g of 

the w e l l ? 

A. Yes, the r e was a n o t i c e of s t a k i n g f i l e d i n 

December. I t ' s attached t o the APD, December of 1999. 

Q. A l l r i g h t . And do you have any i n f o r m a t i o n , or 

do you know whether BTA has f i l e d i t s n o t i c e of staking? 

A. Yeah, I don't know i f BTA f i l e d an NOS. 

Q. And i s Santa Fe Snyder ready t o commence the w e l l 
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as soon as possible? 

A. Yes. 

Q. Mr. Smith, i n your opin i o n w i l l the A p p l i c a t i o n 

be i n the i n t e r e s t of conservation, the pr e v e n t i o n of waste 

or p r o t e c t i o n of c o r r e l a t i v e r i g h t s ? 

A. Yes, s i r . 

MR. HALL: That's a l l , Mr. Examiner. 

MR. CARR: May i t please the Examiner, w i l l t h e r e 

be a d d i t i o n a l testimony on waste and c o r r e l a t i v e r i g h t s , or 

i s Mr. Smith the witness who w i l l be handling t h a t ? 

MR. HALL: We'll have a g e o l o g i s t coming. 

MR. CARR: To address those things? 

MR. HALL: Yes. 

MR. CARR: Thank you. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Smith, have you, i n f a c t , now reached an 

agreement w i t h Southwestern, or i s t h a t not — 

A. Not i n w r i t i n g . V e r b a l l y . 

Q. They had also intended t o d r i l l the east h a l f i n 

a companion case, but they've dismissed t h a t ; i s t h a t your 

understanding? 

A. That's c o r r e c t . They had proposed a w e l l . They 

bought a 9-percent working i n t e r e s t i n the northeast 

q u a r t e r , or probably the n o r t h h a l f , from Osborn, and I 
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b e l i e v e they're i n support of our proposal. 

Q. Who, i n f a c t , i s authorized — W i t h i n the 

southeast q u a r t e r , are the i n d i v i d u a l i n t e r e s t owners t h a t 

you've contacted, do they have the r i g h t t o n e g o t i a t e a 

deal w i t h you? I s t h a t your opinion? 

A. That's my opinion, yes. 

Q. I t ' s — 

A. There's nothing of record t h a t says t h a t they 

can't. 

Q. And so BTA cannot speak f o r each of those 

i n t e r e s t owners? 

A. I n my opi n i o n , based on the m a t e r i a l s t h a t I have 

reviewed, t h a t ' s c o r r e c t . 

Q. And you've received one approval from one 

i n t e r e s t owner? 

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

EXAMINER CATANACH: Okay, I have nothing f u r t h e r 

of t h i s witness. 

MR. CARR: May I f o l l o w up, one question? 

EXAMINER CATANACH: Sure. 

FURTHER EXAMINATION 

BY MR. CARR: 

Q. Mr. Smith, have you reviewed the j o i n t o p e r a t i n g 

agreement dated November 22nd, 1978, which governs BTA's 

r e l a t i o n s h i p — 
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A. No, I have not. I don't know i f Mr. Crawford 

gave a copy t o Mr. Steve Smith, the landman working f o r me 

at the time. I'm not sure i f Steve Smith received a copy 

of t h a t JOA. He may have, but I have not reviewed i t . 

Q. Wouldn't you want t o see t h a t — 

A. Oh, yeah. 

Q. — before you concluded whether or not BTA was 

speaking f o r these other owners? 

A. I would l i k e t o see t h a t JOA. 

MR. CARR: Thank you. 

MR. HALL: At t h i s time we would c a l l Steve 

Hulke. 

STEVEN D. HULKE. 

the witness h e r e i n , a f t e r having been f i r s t duly sworn upon 

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

DIRECT EXAMINATION 

BY MR. HALL: 

Q. For the record, please s t a t e your name. 

A. My name i s Steven Delbert Hulke. 

Q. And Mr. Hulke, where do you l i v e and by whom are 

you employed and i n what capacity? 

A. I l i v e i n Midland, Texas. I'm employed by Santa 

Fe Snyder Corporation as a senior s t a f f g e o l o g i s t . 

Q. And have you p r e v i o u s l y t e s t i f i e d before the 

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 matter of 
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record? 

A. Yes, s i r , I have. 

Q. And are you f a m i l i a r w i t h the A p p l i c a t i o n and the 

lands t h a t are the subject of t h i s case? 

A. Yes, s i r , I am. 

Q. And are you f a m i l i a r w i t h the geology of the 

area? 

A. Yes, I am. 

MR. HALL: At t h i s time we would tender Mr. Hulke 

as an expert petroleum g e o l o g i s t . 

EXAMINER CATANACH: He i s so q u a l i f i e d . 

Q. (By Mr. H a l l ) Mr. Hulke, i f you would, would you 

provide the Hearing Examiner w i t h a geologic overview of 

the Morrow i n the area? 

A. Sure. We have four e x h i b i t s here, two maps and 

two cross-sections. The two maps are — They both cover 

the same area, an area of fou r miles by — fo u r miles east-

west, e i g h t miles north-south, which includes the f u l l y 

developed Gaucho area t o the n o r t h , which i s our analogue 

area f o r the Paloma Blanco prospect t o the south. The two 

maps cover the same area, there's a s t r u c t u r e map, there's 

a porous sand map. 

I also have cross-section A-A' through the Gaucho 

area, our analogue area, and I have c r o s s - s e c t i o n B-B', 

which i s through our prospect area. 
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Q. Mr. Hulke, where i s the proposed l o c a t i o n f o r 

t h i s w e l l ? 

A. The proposed l o c a t i o n i s i n the northeast quarter 

of Section 18. 

Q. And i s i t located 660 f e e t o f f the east l i n e ? 

A. That's c o r r e c t , 198 0 from the n o r t h . 

Q. And why are you proposing t h a t s p e c i f i c l o c a t i o n ? 

A. That's a long explanation. Let me giv e the 

simple e x p l a n a t i o n f i r s t . 

I n the Gaucho area, i n our analogue area, we have 

s i x Grama Ridge sand producers which have made about 21 BCF 

t o date. The best w e l l s up there are the highe s t w e l l s , 

and i n t h a t analogue area i t ' s the w e l l i n the southwest 

q u a r t e r of Section 29 and the w e l l i n the southwest of 

Section 20. 

The w e l l i n the southwest quarter of Section 20 

was d r i l l e d l a t e r than these other w e l l s , but i t s 

p r o d u c t i o n shows t h a t i t w i l l be the best w e l l i n the area. 

So i n a d d i t i o n t o the sand map, y o u ' l l see t h a t the 

pr o d u c t i v e w e l l s a l l have porous sand i n the Grama Ridge 

g r e a t e r than 10 f e e t . Our best w e l l s have 31 f e e t of 

porous sand and 24 f e e t of porous sand. So the best w e l l s 

are t h i c k and high. 

Down a t the Paloma Blanco prospect, t h e r e are two 

key w e l l s i n the west h a l f of Section 18 and the west h a l f 
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of Section 19 which look very much t o us l i k e those w e l l s 

had shows. They look very much l i k e the w e l l i n the east 

h a l f of Section 30, i n the Gaucho area. There's 

i n s u f f i c i e n t sand t o be a commercial producer. 

So we b e l i e v e t h a t the west h a l f of Section 18 

and t h e west h a l f of Section 19 have show w e l l s , they've 

been t e s t e d , we need t o be i n the east h a l f of Section 18 

and Section 19. I f the sand — The sand must be t h i c k e r 

than i s present i n the two show w e l l s i n 18 and 19, a t 

Paloma Blanco, and we b e l i e v e t h a t t h i c k e r sand can be 

found a h a l f m i l e t o a mile t o the east of those w e l l s . 

Q. And do you have mud w e l l c o n t r o l — I f you look 

a t your sand map, do you have much w e l l c o n t r o l t o base 

t h a t on t o the east? 

A. Yeah, t o the east I have mostly zeros. There's a 

f o r e s t of zeros over t h e r e , and the r e l i a b i l i t y of the 

contours on the east side i s f a r less than the r e l i a b i l i t y 

of the contours on the west side. 

Let me a d d i t i o n a l l y say t h a t the 10-foot contour 

on the sand map, one might consider t o be the magic 

contour. I t ' s d e s i r a b l e t o d r i l l on the t h i c k side of the 

10-foot contour, not on the t h i n side of i t . The w e l l i n 

Section 30, which i s a key w e l l i n understanding t h i s 

prospect, had e x a c t l y 10 f e e t of porous sand, and i t was 

noncommercial even though i t was high enough t o produce. 
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The w e l l s i n Section 18 and 19 both have s i x f e e t of porous 

sand, c l e a r l y i n s u f f i c i e n t r e s e r v o i r t o get commercial 

pr o d u c t i o n . 

So we need b e t t e r than 10 f e e t of sand. 

Q. So i s i t c o r r e c t t o say t h a t t h e r e i s some r i s k 

associated w i t h your w e l l located i n an e a s t - h a l f u n i t ? 

A. Yes, c e r t a i n l y . 

Q. And i s i t also c o r r e c t t o say t h a t i t i s perhaps 

even more r i s k y f o r you t o o r i e n t the w e l l or move the w e l l 

t o the west? 

A. Yes, I want t o stay away from the t i g h t w e l l i n 

the west h a l f , t h a t ' s c o r r e c t . 

Q. And what do you know about Morrow pr o d u c t i o n t o 

the east of your lo c a t i o n ? I s the r e much? 

A. To the east — On t h i s map, t o the east of these 

w e l l s t h e r e are no w e l l s t h a t produce from the Grama Ridge 

sand. There i s some production i n Section 8 from the "A" 

sand, and there's some production much f u r t h e r t o the 

south. But the Grama Ridge sand does not produce east of 

the Section 18 and 19 w e l l s . 

Q. A l l r i g h t . I n your opi n i o n , i s a standup 

o r i e n t a t i o n t o a spacing and p r o r a t i o n u n i t more 

ap p r o p r i a t e f o r t h i s acreage? 

A. Yes, I be l i e v e so, because the west h a l f of 18 

and 19 have been t e s t e d . The w e l l i n the west h a l f of 18 
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i s a dry hole. I want t o stay away from t h a t w e l l . I f the 

sand trends approximately north-south as i t does a t Gaucho, 

the sand w i l l be present i n the east h a l f — i t ' s h i g h l y 

probable t h a t i t w i l l be present i n the east h a l f but not 

i n the west h a l f . 

Q. Now, does the geology j u s t i f y a s o u t h - h a l f 

o r i e n t a t i o n f o r t h i s acreage? 

A. A south-half w e l l would only — Only the 

southeast quarter of a south-half w e l l would have r e s e r v o i r 

adequate enough t o get commercial production. 

Q. W i l l a s i n g l e w e l l , say, i n the southeast 

q u a r t e r , i s t h a t s u f f i c i e n t t o d r a i n the e n t i r e geologic 

s t r u c t u r e ? 

A. Our experience a t the Gaucho area t e l l s us t h a t a 

s i n g l e w e l l w i l l d r a i n 320 acres. So a s i n g l e w e l l d r i l l e d 

i n the east h a l f would d r a i n a l l of the east h a l f . 

Q. A l l r i g h t . I s i t reasonable t o conclude t h a t a 

w e l l located i n the southeast quarter would r e q u i r e the 

d r i l l i n g of an a d d i t i o n a l w e l l i n the n o r t h h a l f , were a 

s o u t h - h a l f u n i t approved? Do you understand my question? 

A. Please repeat i t . 

Q. Let me rephrase i t . 

A. Yes. 

Q. Presume we have a south-half u n i t . Would t h a t 

n e c e s s a r i l y r e q u i r e the d r i l l i n g of an a d d i t i o n a l w e l l t o 
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recover reserves i n the northeast quarter? 

A. A w e l l anywhere i n the east h a l f , the southeast 

q u a r t e r or the northeast q u a r t e r , would d r a i n 320 acres, so 

i t would d r a i n the e n t i r e h a l f s e c t i o n , i n my o p i n i o n . 

To me, because the best w e l l s a t Gaucho are the 

h i g h e s t w e l l s , i f we look at the s t r u c t u r e map, the 

northeast q u a r t e r i s higher than the southeast q u a r t e r . So 

I b e l i e v e t h a t t o get the best w e l l , i t ' s p r e f e r a b l e t o 

d r i l l i n the northeast quarter. 

Q. Were a w e l l d r i l l e d on a south-half u n i t by BTA, 

would Santa Fe Snyder be o b l i g e d t o d r i l l a second w e l l — 

A. A b s o l u t e l y . 

Q. — i n the northeast quarter — 

A. Absolutely. 

Q. — t o p r o t e c t i t s acreage? 

A. No question about i t . 

Q. And i n your opinion, would the d r i l l i n g of a 

second w e l l l i k e t h a t i n t h i s circumstance c o n s t i t u t e 

economic waste? 

A. Of course. Two more w e l l s are more w a s t e f u l than 

a s i n g l e w e l l t o d r i l l the same reserves. 

Q. I n the event the Morrow i s dry or noncommercial, 

does Santa Fe Snyder plan t o evaluate zones uphole? 

A. Yes, the — Well, i f we look a t the cross-

s e c t i o n s f o r a second — 
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Q. You're r e f e r r i n g t o E x h i b i t 17? 

A. Looking a t cross-section A and c r o s s - s e c t i o n B, 

we've been t a l k i n g about the Grama Ridge sand, the yellow 

sand on the cross-sections. There are other sands colored 

orange and green on the cross- s e c t i o n , which are secondary 

o b j e c t i v e s i n the Morrow. The b i g reward appears t o be i n 

the Grama Ridge, but we also have a chance of o b t a i n i n g 

p r o d u c t i o n i n the middle Morrow "A" and the middle Morrow 

"C" sands. 

I n a d d i t i o n t o those secondary sands i n the 

Morrow, t h e r e i s secondary p o t e n t i a l i n the Atoka. On t h i s 

map i n Section 9 there i s Atoka bank produ c t i o n from t h a t 

l i m e - c o l o r e d blue towards the top of the c r o s s - s e c t i o n . 

A d d i t i o n a l l y , there i s p o t e n t i a l i n the Bone 

Spring, the Bone Springs sand produces nearby. These are 

not commercial w e l l s i n the Bone Spring, i n my o p i n i o n . 

Further t o the south, the Bone Spring c e r t a i n l y i s 

commercial. 

D r i l l i n g i n the area we've also seen shows i n the 

Strawn, Wolfcamp and Delaware. 

So yes, there are secondary o b j e c t i v e s . 

Q. Summarizing your geologic testimony, i s i t your 

o p i n i o n t h a t there i s a r i s k t h a t the Morrow w e l l or i t s 

proposed may not be a commercial success? 

A. Oh, yes. 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



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 

41 

Q. And t h a t i s the basis of your recommendation f o r 

a 2 00-percent r i s k penalty? 

A. Yes, i t i s . 

Q. Mr. Hulke, i n your o p i n i o n w i l l g r a n t i n g the 

A p p l i c a t i o n be i n the i n t e r e s t of conservation, the 

pre v e n t i o n of waste and the p r o t e c t i o n of c o r r e l a t i v e 

r i g h t s ? 

A. Yes. 

Q. And were E x h i b i t s 16 through 19 prepared by you? 

A. Yes, they were. 

MR. HALL: We'd move the admission of E x h i b i t s 16 

through 19 — 

MR. CARR: No o b j e c t i o n . 

MR. HALL: — and t h a t concludes our d i r e c t . 

EXAMINER CATANACH: E x h i b i t s 16 through 19 w i l l 

be admitted as evidence. 

Pass the witness, Mr. Carr? 

CROSS-EXAMINATION 

BY MR. CARR: 

Q. Mr. Hulke, i n preparing your geologic study of 

t h i s area, are these maps prepared s t r i c t l y from w e l l 

c o n t r o l , or have you i n t e g r a t e d seismic i n f o r m a t i o n i n t o 

these maps? 

A. This i s subsurface w e l l c o n t r o l , no seismic. 

Q. And so when we look a t the pod, the formation i n 
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the Morrow t h a t you're attempting t o d r i l l the proposed 

w e l l i n t o , we r e a l l y are l o o k i n g a t i n f o r m a t i o n t h a t you 

have from a couple of w e l l s on the eastern f l a n k of what 

you b e l i e v e t o be t h i s s t r u c t u r a l high? 

A. I assume you mean down i n the prospect area? 

Q. Yes, I'm — 

A. Yes, t h a t ' s c o r r e c t . 

Q. As opposed t o the Gaucho area. You've got the 

two w e l l s on the western side of the s t r u c t u r e , and then 

you have a t B' — I s t h a t a dry hole i n the Morrow? 

There's a w e l l t h a t i s a t the B' s i g n a l down i n the p r o j e c t 

area. 

A. Oh, t h a t i s — That made a l i t t l e b i t of gas i n 

the Morrow. That's the Monsanto Back Basin w e l l . I t made 

a l i t t l e b i t of gas from the "A" sand, but not — I f you're 

t a l k i n g about the Grama Ridge sand, yes, t h a t ' s c o r r e c t , i t 

was dry i n the Grama Ridge. 

Q. But they d i d have a show i n the "A" sand? 

A. I t had a l i t t l e b i t of pro d u c t i o n , .06 BCF from 

the "A" sand, so c e r t a i n l y noncommercial. 

Q. And so your i n t e r p r e t a t i o n i s r e a l l y based on 

l o o k i n g a t the Gaucho area as the analogue and then coming 

down w i t h t h i s b i t of i n f o r m a t i o n , and we hope we have a 

s i m i l a r f e a t u r e down i n t h i s area? 

A. Yes. I f you look a t the cross-sections, on A-A' 
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the l e f t m o s t w e l l looks i n c r e d i b l y l i k e the two w e l l s t h a t 

are westernmost i n the B-B1 c r o s s - s e c t i o n , so i f t h i s area 

i s l i k e the analogue area, the t h i c k e r sand i s t o the east. 

Q. The Paloma Blanco "17" Federal Number 1 w e l l , the 

w e l l c u r r e n t l y d r i l l i n g — 

A. Yes, s i r . 

Q. — t h a t i s the f i r s t w e l l i n t h i s new prospect 

area, i s i t not? 

A. Yes. 

Q. And the r e i s high r i s k associated w i t h t h a t , 

because not only — I mean, you would agree w i t h me, the 

Morrow i s g e n e r a l l y high r i s k ? 

A. Yes. 

Q. And here there i s l i m i t e d data; you're hoping you 

can do what you were able t o do i n the Gaucho area? 

A. Yes, s i r . Yes, there's l o t s of — There's a 

la r g e area, so i t ' s a large p o t e n t i a l o p p o r t u n i t y . 

Q. When we look a t your 2 0-foot contour i n the 

prospect area on E x h i b i t 19, as you p u l l t h a t 20-foot 

contour o f f t o the east i n Section 17, again t h a t i s j u s t 

i n t e r p r e t a t i o n , c o r r e c t ? 

A. I t i s not j u s t i n t e r p r e t a t i o n . 

Q. What — 

A. Further t o the south, there's another t h i c k w e l l , 

so t h a t t h i c k i s aiming a t a t h i c k w e l l down i n Section 3. 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



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 

44 

Q. And y e t , because of the w e l l i n the southeast of 

20, you've p u l l e d the contours i n . I s t h a t how you d i d i t ? 

A. Please repeat your question. 

Q. I mean, you've got a t h i c k on the east, you f i n d 

t h a t from i n f o r m a t i o n you had i n Section 30, but you d i d 

have t o p u l l the contours t o the west i n Section 2 0 because 

you're honoring w e l l data there? 

A. Yes, i n the southeast of 2 0 t h a t zero p o i n t , yes, 

s i r . 

Q. I f the w e l l i n Section 17 t h a t you're now 

d r i l l i n g i s unsuccessful, can you commit as t o whether or 

not you would also attempt a w e l l i n Section 18? 

A. I c e r t a i n l y can't commit t o i t . There's a la r g e 

universe of p o t e n t i a l outcomes f o r t h a t w e l l i n 17. At 

t h i s p o i n t we are extremely e n t h u s i a s t i c about the w e l l i n 

17 and the w e l l i n 18. I t ' s c e r t a i n l y p o s s i b l e t h a t the 

"17" 1 could dampen or heighten our l e v e l of enthusiasm. 

Q. I f you d r i l l e d w e l l as you're proposing, i n the 

northeast of 18, and i t was a marginal w e l l , t h a t would 

s t i l l t i e up the e n t i r e i n t e r e s t i n the 320-acre east h a l f 

of Section 18, would i t not? 

A. That's a land question, I guess. 

Q. My question i s , you be l i e v e t h a t based on the 

data you have, one w e l l w i l l d r a i n 320 acres? 

A. Yes. 
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Q. You're proposing t o d r i l l a w e l l as you propose 

i t i n the northeast quarter of t h i s section? 

A. Yes. 

Q. I f t h a t w e l l i s marginal, a t t h a t p o i n t i n time 

you would have t o decide i f any f u r t h e r development was 

necessary i n t h a t s e c t i o n , based on the data you then — 

A. Yes, new data. 

Q. And i f a second w e l l was warranted, then t h a t 

would be a d e c i s i o n t h a t Santa Fe i s the operator; wouldn't 

t h a t — Correct? 

A. We w i l l change the maps and our i n t e r p r e t a t i o n 

w e l l by w e l l , yes, as new data i s a v a i l a b l e . 

Q. I f I look a t t h i s map, a l o c a t i o n i n the 

southeast q u a r t e r , wouldn't i t be as good i f you were as 

f a r east on t h a t s e c t i o n as the proposed w e l l l o c a t i o n ? 

A. I b e l i e v e i t would be as good w i t h respect t o 

f i n d i n g sand. I t would not be as good — I t would not be 

as h i g h — 

Q. Okay. 

A. — and I would p r e f e r t o be higher. 

Q. When I look a t Section 18, you would agree w i t h 

me t h a t t h e r e are some reserves i n the west h a l f of the 

s e c t i o n ; i s n ' t t h a t r i g h t ? 

A. Yes, the 10-foot contour appears t o go p r e t t y 

much down the north-south d i v i d i n g l i n e between the east 
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and west h a l f of the se c t i o n . Perhaps i t wanders a l i t t l e 

b i t t o the west. 

Q. And the w e l l you're proposing, i s i t your 

testimony, would d r a i n those reserves? Would the w e l l t h a t 

you're proposing d r a i n the reserves i n the west h a l f of the 

section? 

A. I t would d r a i n — Based on what we know i n the 

Gaucho area, i t would d r a i n about 32 0 acres. 

Q. And I'm not t r y i n g t o ask you t o make — an 

u n f a i r question, but you're not a person who, w i t h the data 

a v a i l a b l e r i g h t now, could make any commitment as t o what 

the development u l t i m a t e l y w i l l be or would be r e q u i r e d t o 

be i n Section 18? 

A. No. 

Q. This i s the f i r s t step down the road i n the 

prospect area? 

A. Yes. We are faced w i t h p o t e n t i a l r i g -

a v a i l a b i l i t y problems which make i t d e s i r a b l e t o t h i n k 

s e v eral steps ahead. 

Q. Were you involved w i t h the d e c i s i o n t o go w i t h a 

standup u n i t , as opposed t o a laydown u n i t ? 

A. I d i d the geology t h a t geology t h a t went i n t o 

t h a t d e c i s i o n . 

Q. I s i t f a i r t o say your concern i s t h a t you 

be l i e v e t h a t two w e l l s w i l l not be needed i n t h i s section? 
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A. Yes. 

Q. And t h a t i s based on your experience i n the area 

and the analogue area? 

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

Q. I t i s f a i r t o say t h a t when you complete your 

w e l l i n Section 17, you may want t o delay the d r i l l i n g of 

the w e l l u n t i l you have a chance t o evaluate t h a t , or are 

you prepared t o say t h a t you're ready t o move immediately 

t o the l o c a t i o n i n 18? 

A. Yes t o both p o t e n t i a l outcomes. I t j u s t depends 

on what we see. 

Q. And so you're not here committing t o d r i l l t h i s 

w e l l i n September; you're going t o look a t the data and do 

what a prudent operator does, then go forward w i t h your 

plan? 

A. I f the w e l l comes i n p r e c i s e l y as mapped, I'm 

sure we would move t o Section 18 — 

Q. And — 

A. — but there's r i s k — 

Q. — a s u r p r i s e — 

A. Yes, I have been s u r p r i s e d before. I t may happen 

again. 

Q. Now, d i d you t e s t i f y t h a t c o r r e l a t i v e r i g h t s 

would be p r o t e c t e d i f t h i s A p p l i c a t i o n i s approved? 

A. I don't know i f I t e s t i f i e d t o t h a t or not. 
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Okay, yes I d i d . 

MR. HALL: You said i t was i n the i n t e r e s t of 

p r o t e c t i v e r i g h t s . 

THE WITNESS: Okay, yes. 

Q. (By Mr. Carr) Do you understand the term — I 

don't want t o ask you questions and push you someplace 

where you're not comfortable. Do you understand the term 

" c o r r e l a t i v e r i g h t s " ? 

A. No, not e n t i r e l y . 

Q. I n New Mexico, c o r r e l a t i v e r i g h t s i s the 

o p p o r t u n i t y a f f o r d e d operators t o producers t o produce the 

reserves under t h e i r — 

A. Okay. 

Q. I f t h i s A p p l i c a t i o n i s approved, c e r t a i n l y Santa 

Fe would have an o p p o r t u n i t y t o go out and d r i l l a w e l l and 

produce i t s reserves, would i t not? 

A. Yes. 

Q. Would BTA? 

A. I would assume t h a t BTA — I f I were r e p r e s e n t i n g 

BTA, I would p a r t i c i p a t e i n t h i s w e l l i n a second. 

Q. But t h a t — 

A. So they would have a chance t o p a r t i c i p a t e i n 

producing those reserves. 

Q. By j o i n i n g i n a w e l l proposed by Santa Fe? 

A. Yes. 
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Q. At a d i f f e r e n t l o c a t i o n ? 

A. Yes. 

Q. And doing i t now when the r e i s a chance t h a t you 

might not even d r i l l a w e l l up there? 

A. Yes. I would also say they would have a chance 

t o p a r t i c i p a t e i n a w e l l t h a t ' s i n a f u r t h e r updip 

l o c a t i o n . So again based on the analogue, t h a t ' s a 

p r e f e r r e d l o c a t i o n , r a t h e r than the l o c a t i o n f o r the 

downdip. 

Q. I f t h a t ' s what i t looks l i k e when we're ready t o 

spud i t , c o r r e c t ? 

A. I would say t h a t there i s a very small l i k e l i h o o d 

t h a t the s t r u c t u r e map w i l l change appreciably. I have a 

l o t more confidence i n the accuracy and p r e c i s i o n of the 

s t r u c t u r e map than I do i n the sand map. 

Q. But i f your A p p l i c a t i o n i s approved, the only way 

Santa Fe could a c t u a l l y develop i t s reserves i s by agreeing 

w i t h your l o c a t i o n and your proposal, c o r r e c t ? 

A. The only way. 

MR. HALL: Mr. Examiner, I t h i n k I ' l l o b j e c t . 

This i s g e t t i n g beyond the scope of d i r e c t a t t h i s p o i n t , 

beyond the scope of geologic e x p e r t i s e . I t h i n k i t ' s — 

MR. CARR: Mr. Hulke — 

MR. HALL: — la p s i n g over i n t o the realm of 

l e g a l argument a t t h i s p o i n t . 
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MR. CARR: Well, Mr. H a l l d i d say t h a t he would 

have another witness who would t a l k about c o r r e l a t i v e 

r i g h t s , and I'm j u s t t r y i n g t o confirm i f they have any 

idea or any plan on the p a r t of Santa Fe whereby BTA has 

any o p t i o n other than being pooled or p a r t i c i p a t i n g i n the 

w e l l as they've proposed i t i f , i n f a c t , the A p p l i c a t i o n i s 

granted. I f you can't answer t h a t , j u s t t e l l me. 

MR. HALL: He can speak t o c o r r e l a t i v e r i g h t s 

w i t h i n the scope of h i s geologic e x p e r t i s e , but these are 

land and l e g a l questions. 

Q. (By Mr. Carr) I n terms of the geology of t h i s 

area, when you complete the Paloma Blanco "17", the geology 

may change, correc t ? 

A. Yes. 

Q. When you complete the w e l l , i f t h i s A p p l i c a t i o n 

i s granted i n 18, the geology may change, c o r r e c t ? 

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

Q. Your geologic i n t e r p r e t a t i o n i s based on w e l l 

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

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

Q. The w e l l s t h a t you're l o o k i n g a t are two w e l l s , 

one i n Section 18 and one i n Section 19, on the western 

f l a n k of the Morrow i n t h i s area, c o r r e c t ? 

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

Q. And then you have a w e l l t h a t was dry i n the 
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Grama Ridge sand on the eastern side of t h i s p r o j e c t area, 

r i g h t ? 

A. I assume you're t a l k i n g about the w e l l i n the 

southeast quarter of Section 2 0? 

Q. I am. 

A. Yes, s i r . 

Q. And then between those two w e l l p o i n t s w i t h no 

seismic, t h i s i s i n t e r p r e t a t i o n ? 

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

Q. Based on t h a t i n t e r p r e t a t i o n , you picked the 

northeast over the southeast? 

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

Q. And based on t h a t i n t e r p r e t a t i o n , you b e l i e v e the 

r i g h t s of people i n t h i s area w i l l be best p r o t e c t e d from a 

geologic p o i n t of view w i t h the w e l l where you propose i t ? 

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

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

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Hulke, which w e l l s d i d you guys d r i l l i n the 

Gaucho area? 

A. A l l of those w e l l s w i t h the l a r g e gas symbols. 

Q. A t o t a l of seven wells? 

A. We've d r i l l e d 11 w e l l s i n t h i s area, and I ' l l 

t e l l you which ones those are. I guess t h a t ' s your 
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question. 

F i r s t o f f , t o the n o r t h i n Section 17, we d r i l l e d 

a dry hole i n the southwest of 17. 

Q. Uh-huh. 

A. That was wet. 

We d r i l l e d a gas w e l l which produces from a 

d i f f e r e n t Morrow sand i n the southeast corner of 17. 

We d r i l l e d both w e l l s i n Section 20. 

We d r i l l e d the 21 w e l l . 

Both w e l l s i n Section 29. 

We d r i l l e d the s i n g l e w e l l i n Section 30, i n the 

east h a l f of 30. 

We d r i l l e d a w e l l i n Section 32. 

We d r i l l e d both w e l l s i n Section 4, f u r t h e r t o 

the south, i n the next township, the 5/2 and the 0/0. 

By my count t h a t ' s 11 w e l l s . 

Q. Okay. You keep r e f e r r i n g t o your experience i n 

t h i s area w i t h what these w e l l s w i l l d r a i n . I s i t your 

o p i n i o n these w e l l s w i l l d r a i n 320 acres? 

A. Yes. 

Q. But you have no evidence t o present a t t h i s 

hearing t o s u b s t a n t i a t e t h a t ? 

A. No, I have no engineering data. 

Q. So what i s i t based on? You j u s t — I s i t 

something t h a t you guys have i n house, t h a t you've j u s t — 
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A. The engineer I work w i t h has worked on t h a t f a c e t 

of the problem. We looked very hard a t a d d i t i o n a l i n f i l l 

d r i l l i n g i n the Gaucho area, and i t ' s f u l l y developed. 

Q. Would you be able t o submit something t o me t h a t 

shows, maybe, what the drainage area of those w e l l s are, a t 

a l a t e r time? 

A. Sure, I would have someone else submit i t , the 

ap p r o p r i a t e engineer. 

Q. That would be f i n e . 

So i n your o p i n i o n , t h i s whole t r e n d i s one 

continuous sand t h a t j u s t trends north-south. 

A. I would t i p t o e around the word "continuous" I 

b e l i e v e t h a t you can c o r r e l a t e a continuous sand from n o r t h 

t o south here. I n f a c t , I've done i t . 

The problem i s , the presence of the sand i s not 

as c r i t i c a l as the presence of the p o r o s i t y . And once the 

sand gets less than 10 f e e t t h i c k , once the amount of 

porous sand defined by 8 percent or b e t t e r p o r o s i t y gets 

less than 10 f e e t t h i c k , i t tends not t o be a s i n g l e blocky 

sand; i t tends t o break i n t o , say, two f o u r s and a two-foot 

sand, and t h a t i s inadequate r e s e r v o i r . I f i t ' s a s i n g l e 

10-foot zone, t h a t ' s b e a u t i f u l . But t h a t i s n ' t what 

happens. When the sand gets t h i n n e r , i t tends t o break up 

i n t o a number of t h i n n e r sands. 

So c e r t a i n l y the w e l l s i n Section 5 and Section 
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6, where i t gets very t h i n , you can c o r r e l a t e a continuous 

y e l l o w zone, say, from n o r t h t o south. But i t i s not a 

p i p e l i n e - t y p e sand. I t ' s very, very t i g h t i n Sections 5 

and 6, i t gets very t i g h t i n Section 9. 

So I hope you understand why I want t o t i p t o e 

around the word "continuous". The s t r a t i g r a p h i c i n t e r v a l 

i s continuous, the p o r o s i t y i n the sands i s not continuous; 

l e t ' s say i t t h a t way. 

Q. Okay. Given the o r i e n t a t i o n or t r e n d i n g of t h a t 

sand i n t h a t n o r t h area t h e r e , i s i t l i k e l y t h a t t h a t 

t r e n d i n g d i r e c t i o n w i l l change i n the south area? 

A. We have reason t o b e l i e v e t h a t i t w i l l remain 

north-south. 

Q. And t h a t i s the geologic w e l l c o n t r o l t h a t you 

have down i n the south? 

A. Yes, yes. We have a d d i t i o n a l c o n t r o l f u r t h e r t o 

the south here, where there i s w e l l c o n t r o l t h a t shows t h a t 

i t ' s t h i c k again. 

Q. So t h i s sand continues down t o the south? 

A. Yes. But my only w e l l s w i t h Grama Ridge sand 

developed are i n the west h a l f of 18 and the west h a l f of 

19. 

Q. So the Grama Ridge sand disappears as i t moves 

south? I s t h a t what you're saying? 

A. No, I j u s t have land c o n t r o l t h e r e i n Section 18 
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and 19. I don't have — I'm j u s t agreeing w i t h you, yes, I 

do not have t h i c k sand c o n t r o l i n the prospect area. 

Q. Okay. Now, t h i s map, you have t h a t l i s t e d as 

porous sand, now. I s t h i s , i n f a c t , the Grama Ridge sand 

you've mapped here? 

A. Yes, i t ' s the yellow sand on the cross-sections. 

Q. Okay. 

A. I t ' s the Grama Ridge sand, yes. And only the 

Grama Ridge sand. 

Q. Have you experienced any — I s t h e r e any water 

component i n t h i s r e s e r v o i r t o the n o r t h , i n the Gaucho 

area? 

A. The w e l l up i n Section 17 i s extremely wet. I t 

c a l c u l a t e s 100-percent water s a t u r a t i o n . The water 

s a t u r a t i o n i n the productive w e l l s , say i n Section 20, 

Section 29, the w a t e r - s a t u r a t i o n i s i n the 20s t o 30 

percent. We are not experiencing water pr o d u c t i o n t h e r e . 

We don't have water problems. 

Q. Okay. So the w e l l s t h a t are s t r u c t u r a l l y higher 

j u s t produce b e t t e r — I s i t b e t t e r p o r o s i t y , p e r m e a b i l i t y ? 

A. I t h i n k t h a t ' s what i t i s , yeah. I t h i n k there's 

probably some p a l e o s t r u c t u r e i m p l i c a t i o n here t h a t 

c o n t r o l l e d the p o r o s i t y development or made p o r o s i t y 

development higher or b e t t e r i n the higher l o c a t i o n s . 

Q. And your northeast-quarter l o c a t i o n should be 
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about how much higher s t r u c t u r a l l y than a southeast 

quarter? 

A. About 100 f e e t . My contour i n t e r v a l i s 100. 

Between t h e i r l o c a t i o n ours may be 80 f e e t , I'm s o r r y . 

Q. I n your opinion, does t h a t make a b i g d i f f e r e n c e ? 

A. At Gaucho i t seems t o make a d i f f e r e n c e . We can 

look i n Section 20 — I'm s o r r y , Section 29. The 2Y has 

made 7, n e a r l y 8 BCF. And going down 20 — 60 f e e t , the 

Number 1 w e l l , which was d r i l l e d e a r l i e r , has made only 5 

BCF, and the 2Y i s s t i l l going strong. That's probably 

going t o be an 8- t o 10-BCF w e l l . And the Number 1 i s on 

the f e a t h e r edge. I t ' s made about 5 BCF, and i t might make 

5.5. So what i s t h a t ? 50-percent greater p r o d u c t i o n 

between those two? 

Q. As f a r as the sand numbers you've got next t o the 

w e l l s , i s t h a t net and gross? 

A. Yes, i f you look down a t the bottom i n the 

legend, the f i r s t number i s clean sand, using a gamma-ray 

c u t o f f of 50 API. 

Q. Okay. 

A. The second number i s 8-percent or b e t t e r 

p o r o s i t y . 

Q. Okay. That w e l l i n Section 19 t o the south d i d 

produce some amount of gas, 340 m i l l i o n ? 

A. Yes, i t made about .3 BCF from the Grama Ridge 
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sand. 

Q. And t h a t ' s c u r r e n t l y — or has been plugged? 

A. Yes, t h a t i s the f i r s t w e l l on the B cross-

s e c t i o n . Yes, i t ' s the Continental B e l l Lake U n i t Number 

10, completed i n 1965. 

Q. Okay. 

A. I'm so r r y , i t was completed i n the Devonian i n 

1965, they came back up t o the Morrow i n 197 6. 

EXAMINER CATANACH: Okay, I be l i e v e t h a t ' s a l l 

the questions I have of t h i s witness. 

I s t h e r e anything else? 

MR. HALL: That concludes our d i r e c t case, Mr. 

Examiner. 

I ' d also tender E x h i b i t s 2 0 and 21. They are Mr. 

Ke l l a h i n ' s n o t i c e a f f i d a v i t . E x h i b i t 21 i s a l e t t e r t o BTA 

t h a t Mr. K e l l a h i n sent, asking t h a t they agree t h a t 

n o t i f i c a t i o n of the hearing t o a l l of the 90-some-odd BTA 

i n t e r e s t owners be handled by Mr. Crawford a t Midland. We 

understand t h a t there's no disagreement over n o t i c e t o BTA 

group. 

MR. CRAWFORD: I don't know t h a t I've received 

t h a t l e t t e r . 

MR. CARR: Mr. Catanach, Mr. Crawford i s here and 

advises t h a t he never even received t h a t l e t t e r . I'm not 

aware of i t . We can confirm t h a t q u i c k l y f o r you. 
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MR. HALL: I would also p o i n t out BTA's E x h i b i t 

1, t h e i r only e x h i b i t i n t h i s case, t h e i r May 8th l e t t e r 

where BTA advised Santa Fe t h a t i t would be re p r e s e n t i n g 

a l l of the 97 i n t e r e s t owners. 

EXAMINER CATANACH: Okay, so we can s t i p u l a t e t o 

t h a t . Okay. 

MR. CARR: Mr. Catanach, I ' d l i k e t o make a very 

b r i e f statement. We do have a motion t o dismiss pending. 

EXAMINER CATANACH: Why don't you go ahead and 

make your comments? 

MR. CARR: Mr. Catanach, Santa Fe i s before you 

seeking an order p o o l i n g the east h a l f of Section 18, 

Township 23 South, Range 3 4 East. They come before you 

w i t h a new prospect area, an area i n which they've had 

l i m i t e d data on the r e s e r v o i r . 

As you know, they've presented no drainage 

i n f o r m a t i o n . The data they w i l l present w i l l be from other 

w e l l s i n the area, w e l l s t o the n o r t h , w e l l s t h a t may not 

be r e f l e c t i v e of what occurs i n the prospect area, data 

which, i f i t does show l a r g e r drainage areas i n the n o r t h , 

i s i n c o n s i s t e n t w i t h the statewide spacing u n i t s f o r the 

Morrow i n t h i s p a r t i c u l a r area. 

And they're asking you t o come i n and issue an 

order which, i n essence, not only o v e r r i d e s the BLM's APD 

but sets aside the plans of Santa Fe t o develop t h e i r 
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recoverable reserves under the acreage t h a t they represent 

here today w i t h a standard spacing u n i t and a w e l l a t a 

standard l o c a t i o n . 

But we submit t o you t h a t i n t h i s case you have a 

c o r r e l a t i v e - r i g h t s issue before you. Are you i n t h i s case 

going t o deny them the o p p o r t u n i t y t o produce t h e i r 

reserves on a standup spacing u n i t ? And th e y ' r e prepared 

t o do i t , t h e y're d r i l l i n g i n the Gaucho area, they w i l l 

have a r i g a v a i l a b l e t o d r i l l the w e l l before the 

e x p i r a t i o n i n January of the APD. 

The only t h i n g a v a i l a b l e t o BTA, i f you gr a n t 

Santa Fe's A p p l i c a t i o n , i s t o e i t h e r s i g n on or be 

nonconsent. And the problem w i t h t h a t i s t h a t we have a 

u n i t we want t o go forward w i t h , a spacing u n i t we want t o 

develop, and we're asking you t o give us the o p p o r t u n i t y t o 

do t h a t . They can go ahead and develop the n o r t h h a l f . 

What we propose i n no way i n f r i n g e s on t h e i r 

c o r r e l a t i v e r i g h t s . They can go develop t h e i r reserves 

under t h e i r acreage w i t h t h e i r w e l l . 

We're asking you t o l e t us develop our reserves 

under our acreage w i t h our w e l l . And we b e l i e v e we have a 

s t a t u t o r y , guaranteed r i g h t t o do t h a t . I t ' s c a l l e d 

c o r r e l a t i v e r i g h t s . And t h a t ' s what we're asking you t o 

p r o t e c t , e i t h e r by dismissing the A p p l i c a t i o n or by r u l i n g 

against t h i s A p p l i c a t i o n when you enter an order i n t h i s 
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case. 

MR. HALL: Mr. Catanach, by t h e i r o p p o s i t i o n t o 

Santa Fe's w e l l proposal i n t h i s A p p l i c a t i o n BTA i s p u t t i n g 

you i n the p o s i t i o n of having t o decide whether t h i s 

acreage can be developed w i t h two w e l l s or one w e l l . I f 

they i n s i s t t h a t a south-half u n i t i s the only way t o go, 

then n e c e s s a r i l y two w e l l s w i l l have t o be d r i l l e d so t h a t 

Santa Fe Snyder can p r o t e c t i t s own c o r r e l a t i v e r i g h t s . 

But the unrefuted evidence i s , t h a t would r e s u l t i n 

economic waste. 

BTA has also complained t h a t they w i l l be 

prevented from developing t h e i r acreage. Well, I t h i n k the 

t r u t h i s q u i t e obvious: They won't be prevented; they 

won't develop. What BTA has sought t o do i s simply s i t on 

op e r a t i n g r i g h t s i t ' s owned since a t l e a s t 1980, w h i l e 

other operators such as Santa Fe who are w i l l i n g t o r i s k 

c a p i t a l and go forward w i t h developing prove up acreage a l l 

around them. That i s obvious, what's happening. 

They also say t h a t an order from you approving an 

e a s t - h a l f p r o r a t i o n u n i t w i l l somehow damage t h e i r p r o p e r t y 

r i g h t s i n an APD. Don't f o r g e t , Santa Fe Snyder also has 

an approved APD. And the f a c t of the matter i s , l e g a l l y 

t h e r e i s no property r i g h t i n an APD. 

Don't f o r g e t t h a t BTA has done not h i n g t o promote 

the development of i t s acreage. They have not communitized 
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t h e i r two separate f e d e r a l leases. U n t i l they do so, t h e i r 

APD i s worthless. 

Now, Santa Fe Snyder came before you, presented 

evidence t h a t i t ' s ready t o go, and they are a c t u a l l y 

developing acreage t o the east, and they have a r i g 

a v a i l a b l e . 

BTA had a witness a v a i l a b l e today, but they made 

the a f f i r m a t i v e e l e c t i o n t h a t they would present no 

evidence t o you. I would submit t o you t h a t i f anything 

e l s e , you decide t h i s case based upon a preponderance of 

the evidence. 

The evidence shows t h a t an e a s t - h a l f u n i t i s 

j u s t i f i e d . BTA has provided a b s o l u t e l y no evidence t h a t a 

sou t h - h a l f u n i t i s j u s t i f i e d . You must f i n d i n favor of 

Santa Fe Snyder's A p p l i c a t i o n . 

And you w i l l also r e c a l l , Mr. Examiner, t h a t you 

presided over a case w i t h s i m i l a r r a m i f i c a t i o n s , where 

Mewbourne and Devon had a dispute over the development of a 

p r o r a t i o n u n i t , and i n t h a t case a l l the t h i n g s were f a i r l y 

equal w i t h respect t o ownership. Geology was not an issue 

i n t h a t case, l o c a t i o n was not an issue i n t h a t case. 

But the deciding f a c t o r was where an operator had 

made a showing t h a t i t was w i l l i n g t o r i s k c a p i t a l and 

would a c t u a l l y develop resources, t h a t would be the 

dec i d i n g f a c t o r . I suggest t h a t f a c t o r should also be 
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given considerable weight here, and evidence t h a t shows an 

operator who s i t s on i t s property r i g h t s should be 

discarded, and t h a t s o r t of conduct should not be rewarded. 

That's a l l I have, Mr. Catanach. 

EXAMINER CATANACH: Mr. Carr, I'm going t o deny 

your motion t o dismiss the case and go ahead and consider 

whether t o grant or deny the A p p l i c a t i o n , based on the 

evidence t h a t we've received here today. 

MR. CARR: Do you des i r e proposed orders? 

EXAMINER CATANACH: I do not. I would, however, 

request t h a t you get t h a t a d d i t i o n a l evidence t o me as f a r 

as the drainage t o the n o r t h , and also provide t h a t t o Mr. 

Carr. 

MR. HALL: W i l l do. 

EXAMINER CATANACH: And i f you can get t h a t i n — 

MR. CARR: On r e c e i p t of t h a t , we may want t o 

respond t o i t . I mean, you're t a k i n g evidence i n t o 

c o n s i d e r a t i o n we can't cross on. 

EXAMINER CATANACH: Respond i n what fashion? 

MR. CARR: We'll have t o see the evidence before 

we can t e l l you t h a t . But i f you're going t o be 

con s i d e r i n g drainage i n f o r m a t i o n t h a t wasn't presented here 

today, we would j u s t advise t h a t i f t h e r e i s something 

we're concerned about, we may request an o p p o r t u n i t y t o 

respond t o t h a t . 
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EXAMINER CATANACH: Well, you've already s t a t e d 

t h a t you b e l i e v e t h a t t h a t evidence i s not r e l e v a n t t o the 

case. 

MR. CARR: I've s t a t e d t h a t I don't b e l i e v e the 

evidence can be r e l e v a n t , but we haven't seen i t . 

EXAMINER CATANACH: Okay, f a i r enough. 

MR. CARR: I mean, i t ' s as gray as the t e c h n i c a l 

data t o support the l o c a t i o n . 

EXAMINER CATANACH: Okay, w e ' l l a l l o w you the 

o p p o r t u n i t y t o respond t o t h a t when you rec e i v e i t , Mr. 

Carr. 

I s t h e r e anything f u r t h e r ? 

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

EXAMINER CATANACH: A l l r i g h t , t h e r e being 

n o t h i n g f u r t h e r i n t h i s case, Case 12,449 w i l l be taken 

under advisement. 

(Thereupon, these proceedings were concluded a t 

11:04 a.m.) 

* * * 
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