STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION
OF HANLEY PETROLEUM INC. FOR A
DETERMINATION OF REASONABLE WELL
COSTS, LEASE COUNTY, NEW MEXICO
CASE 10513

STIPULATION OF ADMISSIBILITY

Comes now Hanley Petroleum Company and Santa Fe
Energy Operating Partners, L. P. by and through their
respective attorneys and for purposes of this hearing
stipulate to the admissibility of the following exhibits:

1. Hanley Exhibit :
Letter dated June 20, 1991 from Santa FE to
Hanley with order and AFE enclosed.

2. Hanley Exhibit :
Letter dated June 21, 1991 from Hanley to Santa
Fe concerning notice.

3. Hanley Exhibit :
Letter dated June 25, 1991 from Santa Fe to
Hanley advising Hanley notice election expires
on July 21, 1991.

4. Santa Fe Exhibit :
Letter dated July 1, 1991 from James W.
Rogers of Hanley to Santa Fe requesting changes
in AFE among other things.

5. Santa Fe Exhibit :
Letter dated July 19, 1991 from James W.
Rogers of Hanley electing to join well as a
consent party per Order R-9480-B, and attaching
a signed AFE.



6. Santa Fe Exhibit
Letter dated August 21, 1991 from Larry Murphy
of Santa Fe to Hanley rejecting Hanley's
request and attaching an internal memo dated
August 20, 1991.

7. Santa Fe Exhibit :
Letter dated November 25, 1991 from Jim Rogers
of Hanley to Santa Fe.

8. Santa Fe Exhibit :
Letter dated December 23, 1991 from Santa Fe to
Hanley with supplemental AFE and memos of
11/25/91 and 10/25/91 attached

9. Santa Fe Exhibit :
Letter dated December 26, 1991 from Hanley to
Santa Fe with signed AFE attached.

This Stipulation was entered into this QSday of

Septsyb7r, 1993.

/
k/MMW
James /Bruce, Esq.

Attoqbey for Santa Fe Operating Partners, L.P.
for gnd in its behalf

W. Thomas K¢llahin, Esq.
Attorney £ Hanley Petroleum Inc.
for and in its behalf
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: — ‘ Santa F'e Pacific Explovation Company
Managing General Partner - - RETORE RECeIpT  Hamiey Petrsieum inc.

June 20, 1991

Hanley Petroleum, Inc.
415 West Wall, Suite 1500
‘ Midland, Texas 79701-4473

ATTN: James W. Rogers

Re: SFECP Cont, #NM-4257
Kachina "8" Fed Ccm #2
Wolfecamp test - 11,3500°
W/2NW/4 Sec. 8,

T-18~S, R-33-E
Lea County, New Mexico

Dear Mr. Rogers:

Enclosed please find a copy of the Order No. R-9480-F in the matter of the
Ce Novo Hearing for Compulsory Pooling the above described acreage.

In accordance with the order, please find enclosed Santa Fe Energy e
Cperating Partners L.P.'s Well Cost Estimate (AFE) for the drilling of the JoR
above captioned well. Please note, Hanley has 3Q days freom receipt of this
Well Cost Estimate to make its_election to_join _or to be carried Non-
Consent under the order.

-onsent under the

If you have any questions, please do not hesitate to contact the
undersigned.

Thank you in advance for your ccoperation in this matter.
Sincerely yours,
SANTA FE ENERGY OPERATING PARTNERS, L.P.

By: Santa Fe Pacific Exploration Company
Managing General Partner

4 !
sy:{_\:gm /\’/(u\n;\q

Larry Murphy, @Fnlor Langman

M /afw
Encls a/s

cc: Harvey E. Yates Company
P.0. Box 1933
Roawell, New Mexico 83202
ATTN: Melissa Randle

EFW2061
Permuan Basin Distnct
550 W. Texas. Syite 1320
Midlana. Texas 73701
915/687.3551

o PR Y L b
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A HANLEY PETROLEUM ING:

INTASLD-4U 1083

41S WEST WALL, SUITE 1800/MIDLAND, TEXAS 78701-4473/915-684-8051 FAX: 315-685-1104
June 21, 1991

CERTIFIED MAIL - RETURN RECEIPT

Santa Fe Energy Operating Partners, L.P.
530 W. Texas, Suite 1330
Midland, Texas 79701

Attn: Larry Murphy
Senior lLandman

RE: Purposed 11,500' Wolfcamp Test Well
W/2NW/4 Section 8, T-18-S, R-33-Z,
Lea Cocunty, New Mexico

Gentlemen:

We are in receipt of your notice letzer of Jure 20, 1991 bearing the
above caption. We believe that the letter was sent prematursly inasmuch
as Hanley's attornev has regquested clarification frem the Cammission not
later than 5:00 p.m. Jure 26, 1991 as to three matters contained in the
Crcer. The clarification will possikly avoid having to file for a
rehearing.

Therefore, we will nct ccnsider a nctice letter until the Cammission
takes action, as requested, to clarify Order No. R-3480-3.

Yeurs vexry twruly,

HANLEY PETROLEUM DJC;—>

,____.-g-/ VUV WY ( /_ -
' James ¥. Rogers
Vice President Land
/pim

cc: Harvey E. Yates Company
P.0. Box 1933
Roswell, New Mexico 88202
Attn: Melissa Randle

Kellahin, Kellahin & Aubrey
P.0. Box 2265

Santa Fe, New Mexico 87504-2263
Attn; Tam Kellahin



> ECEIVE

Santa Fe Energy Operating Partners, L.P.
gy Operating Partnars, LP. " JUN-2-§—1001
S o
Hanigy Patreleum Inc.

CERTIFIED WAL - RETURN RECRIPT

June 25, 1991

Hanley Petroleum Inc.
415 West Wall, Suite 1500
Midland, Taxas 79701-4473

ATTN: James W. Rogers

Re: SFEOP Cont. #NM=4257
Kachina "8" Fed Com #2
Wolfcamp test - 11,500Q'
W/2NW/4 Sec. 8
T-18-8, R-33-E
Lea County, New Mexico

Dear Mr. Rogers:

Reference is made to your Letter of Jume 21, 1291 and my Lettar of June 20,
1991.

DPlease be advised that my Letter of June 20, 1881 was not premature
inasmuch as the Division Order No. R-3480-B affirmed and adcpted the Ordar
R-9480 datsd March 29, 1991. The Commission's Order is not stayed just
because of ycur request for rehearing.

My Letter of June 20, 1991 stands as notice that vou have 30 days upon
receipt to make your electicn. Please be advised that your election pericd

expires on July 21, 1991.
Sincerely yours,
SANTA FE ENERGY OPERATING PARTNERS, L.P.

By: Santa Fe Pacific Exploraticn Cempany
Managing General Partner

: ‘*P \ :
. By; CAGMu_ i\i Do~

Lanxy Murpﬁy,\§anior Landman

LM/efw

EFW2062

Permian Bamn District
530 W. Texas, Suite 1330
Midland. Texas 79701
915/687-3351



HANLEY PETROLEUM ING:

ESTASLS-E0 18683

415 WEST WALL, SUITE 1500/MIDLAND, TEXAS 739701-4473/915-684-8051 FAX: 915-685-1104
July 1, 1991

RECEIVED

Santa Fe Energy Operating Partners, L.P.
550 West Texas, Suite 1330 JUL 1. 1991
Midland, Texas 79701

LAND DEpT.
Attn: Larry Murphy VD MIDLAND, TX
Senior Landman (E;{ LES
RE: Proposed Operating Agreement §¥§ D3
W/2NW/4 Section 8, T-185, R-33-E ..W oF
Lea County, New Mexico op LT
SFEOP Cont. #NM=4257 Fil —r
Gentlemen: fe
Attached hereto please find a copy of a proposed formcfSpesating

Agreement that would be acceptable tc Hanlev Petroleum Inc. as
Non-Cperator for the drilling of the 11,500' Strawn Test Well to be
drilled in the SW/4NW/4 Section 8 pursuant to recent order or 9480-B of
the New Mexico 0il Conservation Cammission.

With regard to the AFE furnished by you, we believe it will be necessarvy
to irnclude production tankage thereto. We also would request that 32#
8-~5/8" casing be used at depths below 2200'. Hanley would also like the
option to furnish its share of tubulars in kind.

We would appreciate vour review of the Operating Agreement and requested
AFE changes and responding back to us no later than July 9, 1991 so that
we have adequate time to make our election to either join or go
non-consent under the pcoling order. Inasmuch as the 30 dav notice
period expires on Sunday, July 21, 1991 we will assume, absent hearing
from you to the contrary, that the election date will extend to Monday,
July 22, 1991.

Your earliest attention to these matters would be appreciated. Should
you have any questions about the Agreement or the requested changes in
the AFE, please do not hesitate to call.

Yours very truly,
NEW MEXICO

OIL CONSERVATION DIVISION HANIEY PETROLEUM RC.
EXHIBIT —-=Z\ -
James W. Rogers :

c A$§-,'NO- Vice President Land

Attachment
cc: Harvey E. Yates Company




é HANLEY PETROLEUM ING:

ESTARLID-ED 1083

415SWESTWALL, SUITE 1500/MIDLAND, TEXAS 73701-4473/915-684-8051 FAX:915-685-1104

- ——
v L. 1z

/L'*.‘- <= July 19, 1991

GG oo

EWV nz -

PR ZIFT ~ RECEIVED
File

JuL 23 1891
Santa Fe Fnergv Uparatiy Toriere T D.

Permian Basin District mgpgk
550 W. Texas, Suite 1330 '
Midland, Texas 79701

Attn: Mr. Larry Murphy
Senior Landman

RE: SFEOP Cont. #NM-4257
Kachina "8" Fed. Cam. #2
Wolfcamp Test - 11,500
WiNW: Sec. 8, T-18-S, R-33~-E
Lea County, New Mexico

Gentlemen:

Pursuant to your notice letter dated June 20, 1991, please find attached
hereto your AFE for the captioned well which has been executed bv an
appropriate official of Hanley Petroleum Inc. This signifies our
electicn to join in the drilling of the captioned well as a 50% paying
participant under NMOCC Order No. R=-9480-B dated June 12, 1991.

Yours very truly,

HANLEY PETROLEUM INC.

__ﬂ‘k NG, (
James Rogers

Vice President Land

/pjm

Attachment

cc: Harvey E. Yates Company NEW MEXICO
gogweﬁ}f ézaﬁMexico 88202 OIL ZONSERVATION DIVISION
Attn: Melissa Randle 5 EXHBIT /}

v

CASE NO.




9063 - . SANTA FE'BENERGY: RESOURCES NG

GEHE’MLIZED WELL COST ESTIMATE
NAME:  Kachina 8 Federal No.2

LOC: 1980° FNL & 660° FWL,; Section 8-185-33E, Lea Cotmty; New Mexlco
DESC:  Dtill and complete 2 11,500° Wolfcamp well

ACCOUNT | [DESCRIPI[OM OF cOSIS DRY HOLE | | PRODUCER
501-000 TANGIBLE WELL COSIS
-4 CONDUCTOR CSG 3,000 3,000
-41 SURFACE CSG 13-3/8" 48.0 pg_f__!_i-éo a8 409 9,200 9,200
-4 PROVECIION CSG 8-5/8" 24.0 ppt K-55 & 3100/ 36,804 36,804
-41 DRILLING LINER .
-41 PROD CSG 5-1/2"15.5 &17 ppf K-55 & N-80 & 11,500’ 95,763
-4 PROD LINER
-42 TUBING 2-7/8" 6.5 ppf N-80 EUE @ 11,500’ - ) 52,000
-43 WELLHEAD 2,000 12,000

-4k PMPG UNLT
-4S PRINE MOVER

-50 | |OTHER DWN WOLE EQuiP Packer 3,500
501 IRODS
-50 | |SUBSURFACE_PHPS
-55 | |cse_EQUiP 640 940
-55 | |ELECIRICAL ,
-55 | |WISC. TANGIBLES 1,000
-55 | [RoD _EQUIP
-55 | |TUBING EQUIP 2,000
TOTAL_TANGIBLE COSIS 51,644 216,207
541-000 | |LEASE FACILITY COSTS
-50 | |[FLOM_LINES 3,000
<50 LADOR 15,000
50 | |OTHER PROD EQUIP 5,000
-50 | |TAMK FACILITIES
TOIAL LEASE FACILITY COSTS 0 23,000
511-000 | |INTANGISLE WELL COSTS
-21 | [LocATion 16,000 16,000
-22 | |FENCING 1,000 4,200
-26 | |WiR & _FUEL FOR RIG 10,000 10,000
31| |CONIRACIOR MOVING EXP
-32 | |CONT_FOOTAGE_OR_TURNKEY $16.80/1t 193,200 193,200
-32 | [CONTRACTOR DAY _WORK 33 34500 13,500 13,500
-33 |_|ORLG_FLUID & ADDiTiVES 10,000 10,000

-34 BITS L REAMERS
-36 CORING & CORE ANALYSES

-37 | |cEment ‘ 21,000 43,000
-39 | _|INSTECTION & _1S1G OF TANG 1,000 5,000
-41 | |DIRECTIONAL ORLG_SURVEYS
-42 | |DRILLING EQUIP_RENTAL . 3,000 3,000
~43 | |OPEN_HOLE_LOGGING 33,500 33,500
-44 | |ORILL_SiEM_TS1a 22,000 22,000
-45 |_|Wo_L0GoiNG 11,000 11,000 |
~S1 || TRANSPORTATION 3,000 7,000
-52 | |coMPLETION UNIT 15,000
-53 | |COMPLETION T0OL RENTAL %,000 |
-54 | _|CASED WOLE LOGS & FERFING 6,000 |
-55 [ |STIMRATiON 10,000
-56 | |R1G SITE_SUPERVISION 12,250 8,250
-72 | | AOMINISTRATIVE OVERHEAD 4,600 9,200
-99 | |FSHG TOOLS & EXPENSES
-99 | |TESTINGs 8P, GOR,4 PT.POT T 5,900
ADARDONMENT COST |__10,000
OTNER_INTANGIBLES . : B
0 |_|CONTiNGENCY (10X) ¢ 36,505 43,885
TOTAL INTANGIBLES = 401,555 482,735
TOTAL CO81S 453,199 721,942

oritling DepuM.M vere:__(//8/F0

Operations Dept: Date‘; Y6 dus 7o

SFER Approvsl By:/ , vate: //—f ~ 7 &

& /
Non Operstor Approval By: 7 ( Z/é\-/d//(/’l’lﬂ——— pate: 7-19-=01

L. D. Robbins, President
HANLEY PETROLEUM INC.

TYL T e

RETULRE 778 00T 1O
BANEA BE ENERGY OPLRATING PARTNERR, fnf'.



\/,} Santa Fe Energy Operating Partners, L.P.

Santa Fe Pacific Exploration Company
Masaging General Partner

CERTIFIED MAIL - RETURN RECEIPT

NEW MEXICO
August ZI.O,ILI%BéNsERvAﬂQN DIVISION

Ranley Petroleum, Inc.

EXHIBIT
415 West Wall, Suite 1500
Midland, Texas 79701
CASE NO.
ATTN: Jim Rogers
Re: SFEOP Cont. #NM-4257
Hanley Petroleum Response
Kachina 8 Fed No. 2
Sec. 8, T-18-5, R-33-E
11,500' Wolfcamp Well
Lea County, New Mexico
Gentlemen:

In response to Hanley Petroleum's Letter dated July 1, 1991, in which three

separate concerns about the drilling of the captioned well were addressed,
we offer the following:

1.

AFE furnished bv Santa Fe dated October 8, 1990, dces not include
production tankage and should te included in the AFE.

The cost estimate was prepared with the idea that the production
facilities for the Kachina 8 Federal No. 1 would be utilized.
This is not possible due to the different interests in the leases.
In comparing the costs of today versus the original cost estimate,
we find that with the reduced drilling costs of today's
envircnment and the addition of the required production
facilities, the costs are essentially the same. We still stand by

the bottom-line costs for a producing well; therefore we will not
submit a revised cost estimate.

Hanley requests that 8-5/8" 32.0 ppf X-55 casing be utilized below
a depth of 2200' on the intermediate casing string.

We propose to set 8-5/8" 24.0 ppf K-55 casing to a depth of 3100
as included in our cost estimate. Cur casing design utilizes an
accepted practice of designing for a collapse safety factor less
than 1.0 in certain cases. We have included dJdocumentation
supporting this method of casing design. The most significant
arqument we offer is that all of ocur wells and all of Meridian's
wells drilled in this area since 1985, have used this identical
8-5/8" casing string and no problems have been experienced.

Permian Bagin District
580 W. Texas, Suite 1330
Midland. Texas 79701

918/687-3881



Page 2
Hanley Petroleum Corp.
August 21, 1991

Any questions should be directed to myself or Darrell Roberts.
spud the subject well on approximately September 6, 1991.

3.

IM/efw

cc:

EFW2214

Hanley would like the option to furnish its share of tubularsg in

kind.

Hanley certainly has that option, with the following provisions:

A.

Payment in kind will take place after the well has been

completed and total working interest charges have been
calculated.

Payment in kind will be made in tubulars that are compatible
with Santa Fe's current use requirement.

The pipe supplied must te new.

The pipe must have been fully inspected within six months of
receipt, and we require copies of the documentation.

We have requisitioned the following:

450Q' - 13-3/8" 48.0 ppf H-40 ST&C casing
3,100' - 8-5/8" 24.0 ppf X-%5 ST&C casing
5,500' - 5-1/2" 15.5 ppf K-55 LT&C casing
6,000' - 5-1/2" 17.0 ppf N-80 LT&C casing
11,500' - 2-7/8" 6.5 ppf N-80 8Srd EUE tubing

We plan to

Sincerely yours,

SANTA FE ENERGY OPERATING FARTNERS, L.P.
By: Santa Fe Pacific Exploration Company
Managing General Partner

\ﬁmuMmW

Larry urpﬁy, éenlor Landman

Harvey E. Yates Company
P.0O. Box 1933

Roswell, New Mexico 88202
ATTN:

Melissa Randle



SANTA FE ENERGY RESOURCES, INC.

Midland - August 20, 1991
File: Kachina 8 Federal No. 2

Re: Hanley Petroleum Response
Kachina 8 Federal No. 2
Sec. 8, T~18s, R-33E
11,500’ Wolfcamp Well
Lea County, New Mexico

Larry Murphy:

In response to Hanley Petroleum’s letter dated July 1, 1991, in which three
separate concerns about the drilling of the captioned well were addressed, we
offer the following:

1. AFE_furnished by Santa Fe dated October 8, 1990, does not include
production tankage and should be included in the AFE.

The cost estimate was prepared with the idea that the production
facilities for the Kachina 8 Federal No. 1 would be utilized. This is
not possible due to the different interests in the leases.  In
comparing the costs of today versus the original cost estimate, we
find that with the reduced drilling costs of today’s environment and
the addition of the required production facilities, the costs are
essentially the same. We still stand by the bottom-line costs for a
producing well; therefore we will not submit a revised cost estimate.

2. BHanley requests that 8-5/8" 32.0 ppf K-55 casing be utilized below a
depth of 2200’ on the intermediate caging string.

We propose to set 8-5/8" 24.0 ppf K-55 casing to a depth of 3100’ as
included in our cost estimate. Our casing design utilizes an accepted
practice of desgsigning for a collapse safety factor less than 1.0 in
certain cases. We have included documentation supporting this method
of casing design. The most significant argument we offer is that all
of cur wells and all of Meridian‘s wells drilled in this area since
1985, have used this identical 8-5/8" casing string and no problems
have been experienced.



Larry Murphy
Page 2

August 20,

Any questions should be directed to myself or Mike Burton.

3.

1991

Hanley would like the option to furnish its ghare of tubulars in kind.

Hanley certainly has that option, with the following provisions:

A.

We

3,
5,
6,
11,

Payment in kind will take place after the well has been completed
and total working interest charges have been calculated.

Payment in kind will be made in tubulars that are compatible with
Santa Fe’s current use requirement.

The pipe supplied must be new.

The pipe must have been fully inspected within six months of
receipt, and we require copies of the documentation.

have

450’
100’
500"
000’
500’

requigsitioned the following:

13-3/8" 48.0 ppf H-40 ST&C casing
8-5/8" 24.0 ppf K-55 ST&C casing
5-1/2" 15.5 ppf K-55 LT&C casing
5=-1/2" 17.0 ppf N-80 LT&C casing
2-7/8" 6.5 ppf N-80 8rd EUE tubing

subject well on approximately September 6, 1991.

MW

Darrell Roberts

DDR:dw-2595

cc:

Mike Burton
Andrew Lauden

We plan to spud the
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Q'BRIEN-GOINS ENGINEERING, INC.

CASING DESIGN RULES

The following outline summarizes the recommended casing and tubing design

practices.
are minimum.

The safety factors specified for collapse, burst, and tension

Formation breakdown gradients and fluid gradients, if known,
should be used rather than estimated gradients.
500 ft are not normally used in designs.

Pipe sections of less than

I. Surface and Intermediate Casing

A.

Collapse - Based on external pressure exerted by the drilling
fluid with the inside of the casing empty.

PC = (0.052) (No)( Dx)

The effect of tension on collapse rating should be used
when the pipe is in tension. No adjustment to collapse
ratings are necessary for the pipe in axial compression
which occurs from the effect of buoyancy on the lower
portion of the string. Calculate the axial tension stress

using equations in attached "Corrections for the Effect of

Tension on Collapse” and the collapse reduction factor (K)
is determined from Fig. .

Collapse ratings used for 95,000 osi yield casing are equal
to grade C95 in API 5C2. The collanse ratings for $95 and
SS95 and S10S are an exception to this ruie.

Aith the possibility of the casing being emptied, the
following collapse design factors are used:

ada. SFC of 0.85 for the bottom section of pipe provided a
SFC of 1.00 occurs below the cement top.
b. SFC of 1.00 for all remaining sections above the

bottom section.

[f the casing will not be emptied, the following collapse
design factors are used:

a. SFC of 0.65 - for the lowermost section provided at

least two sections of casing are below the cement top.

[f only one section is below the cement top a SFC of
0.85 is used.

47

38
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LUBINSKY, A: "INFLUENCE OF TENSION AND
COMPRESSION ON STRAIGHTNESS AND
BUCKLING OF TUBULAR GOODS IN OIL
WELLS’ PROC. API, SECT. IV, p 31, 1951

_-2v  p-Rip
E R

8 = AXIAL STRAIN
V = POISSON'S RATIO

E = ELASTIC MODULUS

p = INTERNAL PRESSURE
P = EXTERNAL PRESSURE
R = 0D/ID

_(.052) (0.3) (D, + D)W
R2-1)

Fc = COMPRESSIVE FORCE

Fe

02,01 = STUCK POINT [CEMENT TOP),
WELL TOP

W = DENSITY, PPG
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"FIELD TESTING OF CASING-STRING
DESIGN FACTORS”

AP! DRILLING AND PRODUCTION PRACTICE.
1954 PAGE 3
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HANLEY PETRCLEUM ING

ERTABLS-EL 1083

415 WEST WALL. SUITE 1500/MIDLAND, TEXAS 78701-4473/815-684-8051 FAX: 915-685-1104

YD TP
1M )
/ ~ RECE] \4

GG 2 November 25, 1991 ED

EW T

PR IRTT

= —addh .a DEM

£ MIDLAND, 1%
Santa Fe Energy Operating

Partners, IP
550 wW. Texas, Suite 1330
Midland, Texas 79701

Murp NEW MEXICO
Attn: Larm hy
Seniér Landman OIL CONSERVATION DIVISION
RE: Xachina "8" Federal Com #2
11,500"' Wolfcamp Test Well EXHIBIT
W/2 NW/4, Sec. 8, T-18-S R-33-E
Lea County, New Mexico CASE NO.
Gentlemen:

The capticned well reacked tctal depth cn October 14, 1991. Some 42 davs
later, the well is presently shut in awaiting stimulation evaluation of the
Wolfcamp zone in the rerforated interval 11,215' - 11,343'. The drillina
report indicates that <*he rperfocrated zcne has previouslv been given &
breakdcwn treatment cf 500 gallens 15% acid, plus flush, and an additicnal
“reatment of 4,500 callcns of 15% acid. :

oon further analysis, although this Wolfcamp zcne in the captiocned well
locks similar to the ecuivalent zone in the Kachina "S" #1 cn the peorosity
loas, the Kachina "8" #2 treated at even higher pressures than the Kachina
"S" #1. Veither well recovered its load before swabbing drv. Apparently,
the fermation is closing up as is anv fracture t+hat may have been started.
Any Hurther treatment will most likely encounter the same results, unless vou
expect 0 extend a fracture into same reservoir rock, and vou include same
proppant tc hold the fracture open. At this depth, onlv a super high
strength proppant would work. Our estimate of treatment ccsts would be in
the range of $22,000.00 for a 20,000 gallen gelled acid treatment, and in the
rance cf $35,000.00 - 340,000.00 for a bauxite “rac. Further stimulation
would also require ten (10) days to two (2) weeks of additicnal riag time.
The lack of response to the above treatment, the fact +hat the drilling
samples thrcocugh this interval were almost 100% chert with no visible
porositv, and the CNL-IDT, DIL-MSFL logs, ELAN log and EPT-MSFL variable M
loa alavses indicate, withcut the need for additicnal expense and time, that
this zone 1is tight and, therefore, has no potential to produce oil.
Therefore, we would recoammend against further stimalation of this zcne.



Santa Fe Enerqgv Operating

Partners, LP
November 2z5, 1991
Page 2

In the alternative, we would recoammend that vou proceed to the next Wolfcamp
zcne and attempt a cawpleticn therein inasmich as there has been a
considerable delay for the campletion of this well to this point in time.

Very trulv vours,

HANLEY PETROLEUM INC.
~
)

Jamres W. Rcgers
Vice President Tand

JWR/1d1

xc: Harvev E. Yates Campanv
Post Office Box 19232
Roswell, New Mexico 88202
Attn: Melissa Randle
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— Santa Fe Pacific Exploration Company

Manaqing General Parmer
CERTIFIED MATI, — RETURN RECETPT

December 23, 1991

TO: WI Owners
(See Attached List)

Re: SFEX¥P Cort. AM-4257
Kachina "8" Fed Cam #2
W/2NW/4 Sec. 8
T-13-S, R-33-E
Lea County, New Mexico

Gentlemen:

Santa Fe Energy Operating Partners, L.P. herein proposes that the Wolfcamp
"AG" Zone (11,315-343') be stimuilated with across-linked 13% HCL acid.

Please find attached Santa Fe's procedure hreakdown and Well Cost Estimates
(AFE) for this work.

Please acknowledge your approval by signing the attached Well Cost Estimate
and return one fully executed original to the undersigned.

Your promot attenticn and reply is most appreciated, since the work must
begin cn or before December 30, 1991.

Sincerely yours,
SANTA FE ENERGY COPERATING PARINERS, L.P.

By: Samta Fe Pacific Exploration Company
Managirg General Partner

By: "ZD /\L\A\\u/

Kgmrgmy; Sehlor Lanaman

IM/efw
Encls a/s
cc: Robert Winkler
(Eng. Dept.) NEW MEXICO
OIlL NSERVATION DIVISION
7
) F EXHIBIT C
EFW2511 CASE NO.
Permuan Basin Distnet

350 W. Texas. Suite 1330
Midland., Texas 79701
915/687-3551



WL OWNERS LIST

RACHINA "8" FEDERAL QM #2 WELL

Hanley Petroleum, Inc.

L. D. Robbins

W. L. Hanby, Jr.

James W. Rogers

Troy V. Campton

Stephen N. Castle

Joe G. Loftin

415 West Wall, Suite 1500
Midland, Texas 79701
ATIN: James W. Rogers

HEYCO Development Corporation
Explorers Petroleum Corporation
HEYCO Employees, Ltd.

Spiral, Inc.

P.0O. Box 1933

Roswell, New Mexico

ATIN: Melissa Rardle

James H. Yates, Inc.
Colkelan Corporation

906 S. St. Francis Drive
Suite C

Santa Fe, New Mexico 87501
ATIN: James H. Yates

EFW2512



SANTA FE ENERGY RESOURCES, INC.
SUPPLEMENT WELL COST COMPARISON

{NAME: Kachina *3" Federal Com. No.2
LOC: 1830° FNL & 660° FWL,. Sec 8~185S-33E,Lea County, New Mexico
DESC: Drill and Compiete A 11,500° Wolfcamp weil

t

—_—
VARIANCE ' VARIANCE |

—_= e |
N T 0 PTION OF COSTS ORIGINAL |  REVISED ! s x|
i ]
:501-000 | TANGIBLE WELL COSTS . i
f -41 . ICONDUCTOR CSG 3,000 ! (3,000} (100)
I -41 | |SURFACE CSG 9,200 | 3,784 | 584 . X
! -41 { (PROTECTIOR CSG R NA
=411 I INTERMEDIATE CSG 36,804 | 31,250 ¢ (5,556) (15)
T <411 (PROD CSG T 95,7631 71,500 | (24,263% (25)
f <61 ! PROD LINER . ; i . 0 NA
| -2 i | TUBING ) 52,000 | 39,1001  (12,900% (25)
[ <43 IWELLHEAD : 12,000 | 10,000 | (2,000% (373
i -44 | |PMPG UNIT ; : 0 NA

! -45 | IPRIME NOVER : . : 0 NA
-50 | |OTHER OWN NOLE EQUIP - 3,500 ¢ 3,500 ! 0 0
-50 | IRODS : [N NA
-50 | iSURSURFACE PMPS : : 0 NA

| -55 ' iCSG EQUIP : 940 | 1,250 | 310 33

| =55 1 {ELECTRICAL : ] 0 NA |

f =55 | IMISC. TANGIBLES ; 1,000 | 1,000 | 0 0|

| -55 | 1ROD EQUIP . [ NA
-55 1 1TUBING EQUIP i . 2,000 | . (2,000) (100

! TOTAL TANGIBLE COSTS - 216,207 167,384 . (48,823). (23)

[541-000 | i LEASE FACILITY COSTS : |

: -50 i iFLOM LINES , 3,000 | 3,000 | i Q|
-50 | (LABOR . 15,000 ' 15,000 i 2 31
-50 |__IOTHER PROD EQUIP 5,000 . 20,000 ! 15,000 300 |
-50 | TANK FACILITIES 37,000 | 37,000 NA |

i TOTAL LEASE FACILITY COSTS 23,000 | 75,000 ° 52,000 . 226 |

{511-000 ' INTANGIBLE WELL COSTS !

: -21 ) ILOCATION . 16,000 | 18,415 2,415 - 15 |
-22 | |IFERCING : : 4,200 | (4,200) (100%
-26 | !WTR & FUEL FOR RIG i 10,000 | 14,409 4,409 - 44 |
-31 | iCONTRACTOR MOVING EXP ] NA

! -32 | /CONT_FOOTAGE OR TURNKEY 193,200 1 160,877 (32,323 17y

! -32 | CONMTRACTOR DAY WORK 13,500 | 31,390 - 17,890 133

i -33 | DRLG FLUID & ADDITIVES 10,000 ! 14,366 ¢ 4,386 o |

! -34 | BITS & REAMERS . ; 2,600 | 2,600 NA
-36 | CORING & CORE AMALYSES ) NA
-37 ' CEMENT 43,000 . 70,611 27,611 %
-39 | (INSPECTION & TSTG OF TANG 5,000 ! 2, 4kl (2,559 (51
-41 . OIRECTIONAL DRLG SURVEYS : q NA |
-42  DRILLING EQUIP RENTAL 3,000 ! 29.992 26,992 900 |
-43 | JOPEN KOLE LOGGING 33,500 i 41,216 ¢ 7,714 - 23
-44 «_DRILL STEM TSTG . 22,000 | (22,000 (100
<45« MUD LOGGING 11,000 : 3,359 ! (2,641) (263
-51 | TRANSPORTATION 7,000 i 10,000 : 3,000 o3
<52 COMPLETION UNIT 15,000 | 22,000 7,000 - "7 |
-53 | _COMPLETION TOOL RENTAL 4,000 | 8,000 : 4,000 ! 100 |
-54 1, CASED WOLE LOGS & PERFING 6,000 { 0,000 . 4,000 &7 |
-55 | |STIMULATION 10,000 | 50,000 | 40,000 .00 |
-56 | iR1G SITE SUPERVISION 18,250 | 21,000 | 2,730 - 151
-72 __'ADMINISTRATIVE OVERMEAD $,200 ¢ 9,200 / 0 31
-99 | FSHG TOOLS & EXPENSES [ NA |
-99 i I TESTING: 8HP GOR.& PT.POT 5,000 | 5,000 : 3 o1

| ABANDONMENT COST 3 NA
OTNER INTANGIBLES : 3 A |

: 0~ TCOMTINGENCY (10X) 43,885 | 75,325 31,440 72

I TOTAL INTANGIBLES 482,735 1 605,199 ' 122,464 25

i TOTAL COSTS : . 721,942 | 847,583 i 125,841 |

britling dept:  -toanadll® Aol vace:_/2/2/9L

CAY 7299/

Operations Dept: { z2a 2 Date:

SFER Approvai Bv%’ 2*, ’ % Oate: /I/L/f/

Partner Approvat: Date:

Supplement is due to cnenge in W.l. S0X to 25% for SFEOP,LP
Change tn costs due to: 1. 8 5/8* casing coilapse.

2. Additional stimulation of pavy.
3. Addition of Battery Facilities.
Dus to Lease aifference with Xachina 8 #1



SANTA FE ENERGY OPERATING PARTNERS, L?
Stimulation Procedure
Wolfcamp "AG™ Zone
Kachina "8" Fed Com No. 2
November 25, 1991

OQBJECTIVE:

Stimulate the Wolfcamp "AG" zone (11,315-343') with cross—linked 15% HCL

acid.

WELL DATA:

Reference Elevation: KB @ 3920.5’, 16.2’ above GL
Correlative Log: Schlumberger CNL-LDT dated 10-14-%1
Casing: 13-3/8" 48.0 ppf @ 422, circ cmt.

8~5/8" 24.0 ppf @ 3080‘, circ cmt.

5-1/2" 15.5 ppf & 17.0 ppf K~55, L-80 & N-80 @
11,480’. 7TOC @ 3060’, good bond.

2-7/8" 6.50 ppf N-80 tbg with UNI-V packer @

11,206".
Stage Collar: 7,974’
PBTD: 11,392
TD: 11,480°

CURRENT STATUS:

Well

is shut-in, zone has been treated with 500 gal 15% spot acid and 4500

gal 15% NEFe HCL. Swabbing dry with 102 bbls of locad left to recover.

Rigged down pulling unit pending additional stimulation. See attached
sequence of events.

PROCEDURE :

l.

RU pulling unit, make a swab run and have water tested. Load tubing
with packer fluid, release packer and POOH. RU wireline truck and
perforate the Wolfcamp "AG" zone (11,315-343') 58 shots 2 JSPF with
4" casing guns, premium charges (at 90 deg ~ 120 deg phasing).

TIE with mule shoe, 1 jt 2-7/8" tailpipe, Guiberson 5-1/2" x 2-7/8"
UNI V pkr and 2.3 SN on 2-7/8 6.5 ppf N-80 8rd tubing to +11,200'.
Set packer, ND BOP & RU WH. Swab the fluid level down to the SN.

RU BJ Services and install tree saver. Maintain 1500-2000 psi on the
backside, test lines to 8000 psi. Treat with 37,000 gal 15% XL acid
II-5 (cross-linked acid with 2 hr break time). Expect treatment to
be 8 BPM @ 7500 psi. Flush to perfs with 68 bbls of slick KCL water.



Shut-in well in for 2 hours and flow and swab to test.
flows, stabilize rate (max of 18 BOPH),

run flowing gradient,
for 72 hour BHP build-up.

Continue with Step No. 9 of the original completicon procedure.

If well
shut-in



w’l/

SANTA FE ENERGY OPERATING PARTNERS, LP
Kachina "8" Fed. Com No. 2
Sequence of Events

Spotted 500 gal 1S5% NEFe.

Perf Wolfcamp "AF" zone 11,315-343' (28’') 2 JSPF (58 shots), no
response.

Pump away acid at 1/2 BPM at 5950 psi, broke back to $850 psi at 1/2
BPM. ISIP 5750 psi, 5 min 5550 psi, 10 min 5500 psi, 15 min 5500
psi. Shut well in, 84 BLTR.

SITP 4000 psi (trapped pressure). Flowed tubing down, swab 15 runs;
rec 75 bbls no entry. IFL at surface. FFL at 11,000’, had trace of
oil on 15th run. 9 BLWTR.

Shut down two days.

63 hr SITP O psi. Tag fluid at 3500’. Sand line parted. Release
packer and pulled tubing. Casing on vacuum. Packer rubber cut.

TIH, spot acid to packer, set at 11,206'; 2-7/8" 6.5 ppf N-80 tubing.
Pressure backside to 1500 psi.

Acidize with 4500 gal 15% NEFe HCL with 87 1.3 SG BS. Pump in at
5450 psi 1 BPM; max rate 2.5 BPM, max pressure 6500 psi. No ball
action - had small breaks. ISIP 6000 psi, 5 min 5825, 10 min 5750,
15 min 5700. 183 BLWTR.

Made 12 swab runs, rec 64 BW. IFL at surface, FFL at 7700°, 119
BLWTR. BHT 144 deg F.

cyc3239



Completion Procedure
Kachina 8" Federal Ccm No. 2
AFE No. JS591009%
October 25, 1991

QRJECTIVE:

Initial completicn in the Wolfcamp "AG" zone 11,316-343'.

b S o .

Go west cut of Hobbs 14 miles on Hwy 62/180, turn right onto Hwy 529.
west on Hwy 529, go 0.4 mile past mile marker No. 13. Turn south and go past
Oxy‘’s Field Office 0.8 miles. Turn left and go 0.3 mile east. Turn right
and go 0.3 mile south through cattleguard to a large tank battery (Oxy).
Turn right in the middle of the battery and travel west 1/2 mile past dry
hole marker (Oxy AG No. l). Continue west 1/2 mile to Kachina "2"
No. 1 battery, go scuthwest 1700’ to location.

Travel

Federal

WELL DATA:

Reference Elevation: XB @ 3920.5’, 16.2' above GL

Correlation Log: Schlumberger CNL-LDT dated 10-14-S1

Casing: 13-3/8" 48.0 ppf @ 422°’, circ cmt
8-5/8" 24.0 ppf @ 3080’, circ cmt

§-1/2" 15.5 ppg & 17.0 ppf K-55, L-80 & N-80 @ 11,480’
Calculated TOC @ +2000°

Stage Collar: 7974°
Float Collar: 11,395’
Total Depth: 11,480

EQUIPMENT STATUS:

Delivery to be arranged by completion foreman.

CURRENT STATUS:

Production casing run and cemented. lst stage cement was circulated ¢ff the
stage collar at 7974‘’. Sufficient cement was pumped on the 2nd stage to
bring cement to 2000’ (to cover the 8-5/8" area of trouble at 2501°). Both
displacement plugs were bumped with fresh water. 11" 3M x 7-1/16" SM tubing
head installed with 165,000 lbs on slips and seals tested to 5000 psi.

)54 DURE :

1. MIRU PU. NU BOP. RIH with 4-3/4" <tooth bit, 38 - 3-1/2" DC’s, and

2-7/8" 6.4 ppf, N-80, 8rd, EUE tbg and drill out cement and stage collar
at +7974’. Test stage collar and casing to 1500 psi. POH w/tbg & BHA.

2. Install a 5-1/2" csg scraper and 4-3/4"

string mill in same BHA & TIH
and work through stage collar.

Clean tc float colilar at 11,395'. Test
FC and casing to 1500 psi. Acid wash tdg & 2000’ of csg w/500 gal 1S%

acid. Reverse out. Circ hole clean and displace hole with 2% KCl water
containing packer fluid additives.



Completion Procedure

Xachina
Page 2

3.

10.

11.

12.

13.

14.

15.

"8" Federal No. 2

Pull up te 11,350’ and spot 500 gal double irhibited 15% HCL.
w/tbg.

POH
R WL truck and run bond log from PBTD to TOC (est 2000°) in a single
run with 1000 psi on csg. Correlate te Schlumberger CNL/LDT.

RU and perforate the Wolfcamp "AG" zone with 47

premium charges (at 90 or 120 deg phasing),
11,315-11,343" (58 shots).

casing guns, 2 JSPF,
over an interval of

TIH w/mule shoe, 1 jt 2-7/8" tailpipe, Guiberson S5-1/2" x 2-7/8"
pkr and 2.3" SN on 2-7/8" 6.5 ppf N-80 8rd tbhg to +11,200’' (testing to
8000 psi above slips). Reverse acid into tbg and set pkr. ND BOP and
NU WH. Pressure backside to 1500 psi. 3reak down rperfs w/spot acid,
swab back lcad and test (offset broke @ 3400 psi @ 1/4 BPM).

Uni V

If required, acidize zone w/4500 gal 15% NEFe HCl,
1.2 s.g. RCNBS throughout job. Acid
Acigel, 1 GPT Nine-40, 1 GPT LT-21,

dropping 87 - 7/8",
to contain 2 GPT I-1i7A, 3 GPT
and 5 GPT citric acid (Western
1 was not acidized.)

-

additives). (Kachina "8" Federal No.

Swab back lsad and test. If well flows,

stabilize rate (max of 18
BOPH), run flowing gradient,

shut=-in for 72 hr BHP buildup.

A. If the zone is ccmmercial, end procedure here.

B. If the zone is not commercial, proceed pending go ahead from office.

Wolfcamp "AF" Zone Ccmpleticn (11,140-86')

road tbg w/2% KCl water. ND WH & NU BOP. Release pkr. Circulate hole
with 2% KCl water and POH w/tbg.

RU WL truck and set CIBP @ +11,300’ and cap w/30’ of cement.
TIH w/tbg open ended to +11,200°.

containing packer fluid additives.
HCl. POH w/thg.

Circulate hole w/2% KCl water
Spot S00 gal double inhibited 15%

RU WL truck and perforate the Wolfcamp "AF" zone with 4" casing guns, 1

JSPF, premium charges (at 90 deg or 120 deg phasing), 11,140-180° (41
holes), and 2 JSPF from 11,190~94‘ (6 holes).

TIH w/mule shoe, . it 2-7/8" tailpipe, Guibersaon 5-1/2" x 2-7/8" Uni-v
pkr and 2.3" SN on 2-7/8" 6.5 ppf N-80 8rd tbg to +11,000’. Reverse
acid into tbg and set pkr. ND BOP and NU WH. Pressure backside to 15Q0
psi. Break down perfs w/gspot acid. Swab back and test.

If required, acidize zone w/6500 gal NEFe HC1,
s.g. RCNBS througnhout 3ob.
GPT Nine-«40, 1 GPT LT-21,

dropping 70 - 7/8" 1.3
Acid to contain 2 GPT I-17A, 3 GPT Acigel, 1
and 5 GPT Citr:ic Acid (Western additives).



Completion Procedure
Kachina "8" Federal No. 2
Page 3

16. Swab back load and test. ©f well flows, stabilize rate (m.. >5f 18 BPH),
run flowing gradient, shut-in for 72 hr BHP buildup.

17. If the zone is commercial, we are finished.

If not, there are more
zones to shoot.

oo

DDR:dw—-2639
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.. Santa Fe Energy Operating Partners, L.P.

Santa Fe Pacific Exploration Company
Manaqing Generai Parmer

CERTTFIFD MATT, — RETURN RECFIPY

December 23, 1991

TO: WI Owners
(See Attached List)

Re: SFEOP Conrt. #NM—4257
Kachina "8" Fed Cam #2
W/2NW/4 Sec. 8
T-13-S, R-33-E
Lea County, New Mexico

Gentlemen:

Santa Fe Energy Operating Partners, L.P. herein proposes that the Wolfcamp
"AG" Zone (11,315-343') be stimulated with across~linked 13% HCL acid.

Please find attached Santa Fe's procedure kreakdown and Well Cost Estimates
(AFE) for this work.

Please acknowledge your approval by signing the attached Well Cost Estimate
ard return one fully executed criginal to the undersigned.

Your prampt attenticn and reply is most appreciated, since the work must
begin on or before December 30, 1991.

Sincerely yours,
SANTA FE ENERGY OPERATING PARINERS, L.P.

By: Santa Fe Pacific Exploraticn Compary
Managing General Partner

By: (fm A(b\a \(\H/

]‘.arry(Kgmi-pny; S%\nior Landman

IM/efw
Encls a/s

cc: Robert Winkler
(Eng. Dept.) NEW MEXICO
OIL NSERVATION DIVISION

Ep EXHIBIT C

CASE NO.

EFW2511

Permuan Basin District
550 W. Texas. Suite 1330
Midland, Texas 79701
915/687-3551



WI OWNERS LIST

KACHINA "8" FEDERAL QM #2 WELL

Hanley Petroleum, Inc.
L. D. Robbins

W. L. Hanby, Jr.

James W. Rogers

Troy V. Campton

Stephen N. Castle

Joe G. Loftin

415 West Wall, Suite 1500
Midland, Texas 79701
ATIN: James W. Rogers

HEYCD Develcpment Corporation
Explorers Petroleum Corporation
HEYCO Employees, Ltd.

Spiral, Inc.

P.O. Box 1933

Roswell, New Mexico

ATIN: Melissa Randle

James H. Yates, Inc.
Colkelan Corporaticn

906 S. St. Francis Drive
Suite C

Santa Fe, New Mexico 87501
ATIN: James H. Yates

EFW2512



SUPPLEMENT WELL COST COMPARISON
:NAME: Kachina *8° Federal Com. No.2
|LOC: 1830° FNL & 660" FWL, Sec 8-185-33E,Lea County, New Mexico
DESC: Drill and Compiets A 11,500° Woifcamp well

i SANTA FE ENERGY RESOURCES, INC.
[

[Acggr 'DESCRIPTION OF COSTS ' ORIGINAL | REVISED |

—— e
VARTANCE ' VARIANCE

s L
. . |
501-000 | . TAMGIBLE WELL COSTS . i
! -41 | COMDUCTOR CSG 3,000 | (3,000)! (100)%
i -41 | ISURFACE CSG . 9,200 t 9,784 | 584 | 6
| -41 i 'PROTECTION CSG 0 NA
i =41 1 ' INTERMEDIATE CSG . 36,804 | 31,250 : (5,554) (15)]
| -41 | IPROD CSG 95,783 71,500 ¢ (24,263) (25)
i -41 | (PROD LINER s . ! 0: NA
f -42 | ITUBING . : 52,000 | 39,100 | (12,900) (25
r -43 | WELLHEAD ; 12,000 | 10,000 | (2,000) a7y
-&h | IPMPG UNIT i | . 01 NA
=45 | |PRIME MOVER ! | ; [ NA
-50 | TOTHER DWN HOLE EQUIP : 3,500 | 3,500 | 01 0
' -50 | RODS . ! ! 0. NA
-50 | |SUBSURFACE FWPS i : : 0! NA |
! -55 | iCSG_EQUIP i : 940 | 1,250 310 33 |
-55 | |ELECTRICAL ; : : 0 NA |
! -55 | IMISC. TANGIBLES 1,000 | 1,000 ! 0 Rl
! -55 | 1ROO_EQUIP . i 0 NA |
i -55 | 1TUBING EQUIP i ] 2,000 | ' (2,000 (100
! TOTAL TAKGIBLE COSTS . 216,207 1 167,384 i (48,823) (23
‘ 1
15641-000 | |LEASE FACILITY COSTS | . |
-50 | iFLOM LINES . 3,000 | 3,000 | 0 0]
-50 1 iLABOR § 15,000 ¢ 15,000 | 0 Q1
-50 1 (OTHER PROD EQUIP 5,000 | 20,000 15,000 : 300 |
-50 | ITANK FACILITIES 37,000 37,000 . NA |
| TOTAL LEASE FACILITY COSTS | 23,000 | 75,000 ! 52,000 - 2261
; ; ; -
$11-000 | INTANGIBLE VELL COSTS : ! : :
: -21 | LOCATION i 16,000 | 18,415 2,415 15
-22 | |FENCING i : 4,200 | (4,200) {100)
-26 « IWTR & FUEL FOR RIG ) 10,000 ! 14,409 4,409 1 b )
: -31 | .CONTRACTOR MOVING EXP ' 0 NA
! -32 | {CONT FOOTAGE OR TURNKEY 193,200 | 160,877 :  (32,323) a7
-32 | |CONTRACTOR DAY WORK 13,500 | 31,390 ! 17,890 ! 133
i -33 | IDRLG FLUID & ADDITIVES : 10,000 ! 14,366 1 4,366 % |
' <34 | IB1TS & REAMERS | . : 2,800 | 2,600 1 NA
! -36 | ICORING & CORE ANALYSES . [l NA
i -37 ' CEMENT ! 43,000 | 70,611 27,611 b4
| -39 | INSPECTION & TSTG OF TANG 5,000 | 2,4b1 2,559y (S1)
; <41 | OIRECTIONAL DRLG SURVEYS ! ] 0! NA |
-42 | ORILLING EQUIP RENTAL 3,000 | 29,992 ¢ 26,992 900 |
-43 | IOPEN HOLE LOGGING 33,500 41,214 7.7 3
-4b | iDRILL STEM TSTG 22,000 ! (22,000)! (100}
-45 i MUD LOGGING . 11,000 | 8,359 | (2,661 (26
-51 :  TRANSPORTATION ] 7,000 | 10,000 i 3,000 ! o3
-52 +  {COMPLETION UNIT : 15,000 | 22,000 | 7,000 . a7
-53 | JCOMPLETION TOOL RENTAL 4,000 ) 8,000 | 4,000 100 |
-54 . CASED WOLE LOGS & PERFING . 6,000 | 10,000 . 4,000 : 67 |
-55 | STIMULATION 10,000 | 50,000 | 40,000 . .00 |
-S6 1 IRIG SITE SUPERVISION . 18,250 | 21,000 | 2,750 ! 15 |
-72 | {ADMINISTRATIVE OVERNEAD 9,200 | 9,200 | [ 31
-99 | |FSKG_TOOLS & EXPENSES ] : 1 NA |
-99 ' 'TESTING: BHP,GOR,4 PT.PQT 5,000 | 5,000 | [ q
T ABANDONMENT COST ; 0. NA |
{OTHER INTANGIBLES . 0 NA |
Q0 | ICONTINGENCY ¢10%) 43,885 : 75,325 : 31,440 72
TOTAL INTANGIBLES 482,735 | 605,199 1 122,46b . 25
! ] TOTAL COSTS : . 721,942 1 847,583 | 125,861 . 17 ¢
orilling Dept: M W‘ : Date: /Z/Z/fL
CH Y 254/
Operstions Oept: { 28 A Date:
SFER Approvatl Iy%f /‘(Wﬂ: Oate: /1/z/f/
Partner Approval: Date:

Supplement is due to chenge in W.l, 50X to 25X for SFEOP,LP
Change 1n costs due to: 1. 8 5/8" casing collapse.
2. Additional stimulation of pav.
3. Addition of Battery Facilities.
Oue to Lease difference with Kachina 8 #1
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SANTA FE ENERGY CPERATING PARTNERS, L2
Stimulation Procedure
Wolfcamp "BAG" Zone
Kachina "8" Fed Com No. 2
November 25, 1991

OBJECTIVE:

Stimulate the Wolfcamp "AG" zone (11,315-343’) with cross-linked 15% HCL

acid.

WELL DATA:

Reference Elevation: XB @ 3920.5’, 16.2’' above GL
Correlative Log: Schlumberger CNL-LDT dated 10-14-91
casing: 13-3/8" 48.0 ppf @ 422‘, circ cmt.

8-5/8" 24.0 ppf @ 3080’, circ cmt.

5-1/2" 15.5 ppf & 17.0 ppf K-55, L-80 & N-80 @
11,480‘. 7TOC @ 3060', good bond.

2-7/8" 6.50 ppf N-80 tbg with UNI-V packer @

11,206°’.
Stage Collar: 7,974’
PBTD: 11,392
TD: 11,480’

CURRENT STATUS:

Well

is shut-in, zone has been treated with 500 gal 15% spot acid and 4500

gal 15% NEFe HCL. Swabbing dry with 102 bbls of load left to recover.

Rigged down pulling unit pending additional stimulation. See attached
sequence of events.

PROCEDURE:

1.

RU pulling unit, make a swab run and have water tested. Load tubing
with packer fluid, release packer and PCOH. RU wireline truck and-
perforate the Wolfcamp "AG” zone (11,315-343’) 58 shots 2 JSPF with
4" casing guns, premium charges (at 90 deg - 120 deg phasing).

TIH with mule shoce, 1 jt 2-7/8" tailpipe, Guiberson 5-1/2" x 2-7/8"
UNI V pkr and 2.3 SN on 2-7/8 6.5 ppf N-80 8rd tubing to +11,200°.
Set packer, ND BOP & RU WH. Swab the fluid level down to the SN.

RU BJ Services and install tree saver. Maintain 1500-2000 psi on the
backside, test lines to 8000 psi. Treat with 37,000 gal 15% XL acid
II-5 (cross~-linked acid with 2 hr break time). Expect treatment to
be 8 BPM @ 7500 psi. Flush to perfs with 68 bbls of slick KCL water.



shut-in well in for 2 hours and flow and swab to test. If well

flows, stabilize rate (max of 18 BOPH), run flowing gradient, shut=-in
for 72 hour BHP build-up.

Continue with Step No. 9 of the original completion procedure.



SANTA FE ENERGY OPERATING PARTNERS, LP
Kachina "8" Fed. Com No. 2
Sequence of Events

Spotted 500 gal 15% NEFe.

Perf Wolfcamp "AF" zone 11,315-343’ (28’) 2 JSPF (58 shots), no
response.

Pump away acid at 1/2 BPM at S950 psi, broke back to 5850 psi at 1/2
BPM. ISIP 5750 psi, 5 min 5550 psi, 10 min 5500 psi, 15 min 5500
psi. Shut well in, 84 BLTR.

SITP 4000 psi (trapped pressure). Flowed tubing down, swab 15 runs;
rec 75 bbls no entry. IFL at surface. FFL at 11,000’, had trace of
oil on 15th run. 9 BLWTR.

Shut down two days.

63 hr SITP O psi. Tag fluid at 3500’. Sand line parted. Release
packer and pulled tubing. Casing on vacuum. Packer rubber cut.

TIH, sgpot acid to packer, set at 11,206’'; 2-7/8" 6.5 ppf N-80 tubing.
Pressure backside to 1500 psi.

Acidize with 4500 gal 15% NEFe HCL with 87 1.3 SG BS. Pump in at
5450 psi 1 BPM; max rate 2.5 BPM, max pressure 6500 psi. No ball
action - had small breaks. ISIP 6000 psi, 5 min 5825, 10 min S7%0,
1S min 5700. 183 BLWTR.

Made 12 swab runs, rec 64 BW. IFL at surface, FFL at 7700’, 119
BLWTR. BHT 144 deqg F.

cyc3239



Completion Procedure
Kachina 8" Federal Ccm No. 2
AFE No. 231009
October 25, 1991

Initial completicn in the Wolfcamp "AG" zone 11,316-343"'.

'PNS -

Go west cut of Hobbs 14 miles on Hwy 62/180, turn right ontos Hwy 529.

Travel
wast on Hwy 529, go 0.4 mile past mile marker No. 13. Turn south and go past
Oxy‘’s Field Office 0.8 miles. Turn left and go 0.3 mile east. Turn right

and go 0.3 mile south through cattleguard to a large tank battery (Oxy).

Turn right in the middle of the battery and travel west 1/2 mile past dry

hole marker (Oxy AG No. l). Continue west ./2 mile to Kachina "9" Federal
No. 1 battery, go southwest 1700’ to locaticn.

WELL cSATA:

Reference Elevation: XB @ 3920.5', 16.2’ above GL

Correlation Log: Schlumberger CNL-LDT dated 10-14-31

Casing: 13-3/8" 48.0 ppf @ 422’, circ cmt
8-5/8" 24.0 ppf @ 3080’, circ cmt

5-1/2" 15.5 ppg & 17.0 ppf X-55, L-80 & N-80 @ 11,480’
Calculated TOC @ +2000’
Stage Collar: 7974
Float Collar: 11,3958’
Total Depth: 11,480
EQUIPMENT STATUS:

Delivery to be arranged by ccmpletion foreman.

NT STATUS:

Production casing run and cemented. 13t stage cement was circulated off the
stage collar at 7974’. Sufficient cement was pumped on the 2nd stage to
bring cement to 2000’ (to cover the 8-5/8" area of trouble at 2501°). Beoth
displacement plugs were bumped with fresh water. 11" 3M x 7-1/16" SM tubing
head installed with 165,000 lbs on slips and seals tested to 5000 psi.

P DURE :

1. MIRU PU. NU BOP. RIH with 4-3/4" <toocth bit, 8 - 3-1/2" DC’s, and

2-7/8" 6.4 ppf, N-80, 8rd, EUE tzg and drill cut cement and stage collar
at *7974°'. Test stage collar and casing toc 1500 psi. POH w/tkg & BHA.

2. Install a 5-1/2" csg scraper and 4-3/4"

string mill in same BHA & TIH
and work through stage collar.

Clean to float collar at 11,395°. Teast
FC and casing to 1500 psi. Acid wash tdg & 2000’ cf csg w/500 gal 1s%

acid. Reverse ocut. Circ hole clean and displace hole with 2% KCl water
containing packer fluid additives.



Completion Procedure

Kachina
Page 2

3.

10.

11.

12.

13.

14.

15.

"8" Federal No. 2

Pull up to 11,350’ and spot 500 gal double inhibited 135% HCl.
w/tbg.

POH
RU WL truck and run bond log from PBTD to TCC (est 2000°) in a single
run with 1000 psi cn csg. Correlate to Schlumberger CNL/LDT.

RU and perforate the Wolfcamp "AG" zone with 4"

premium charges (at 90 or 120 deg phasing),
11,315-11,343* (58 shots).

casing guns, 2 JSPF,
over an interval of

TIH w/mule shoe, 1 jt 2-7/8" tailpipe, Guiberson 5-1/2" x 2-7/8" Uni V
pkr and 2.3 SN on 2-7/8" 6.5 ppf N-80 8rd tbg to +11,200° (testing to
8000 psi abave slips). Reverse acid into tbg and set pkr. ND BOP and
NU WH. Pressure backside to 1500 psi. 3dreak down perfs w/spot acgid,
swab back lcad and test (offget broke @ 3400 psi @ 1/4 BPM).

If required, acidize zone w/4500 gal 15% NEFe HCl, dropping 87 - 7/8",
1.3 s.g. RCNBS throughout 3ob. Acid to contain 2 GPT I-17A, 3 GPT
Acigel, ! GPT Nine-40, 1 GPT LT-21, and S GPT citric acid (Western
additives). (Kachina "8" Federal No. .1 was not acidized.)

Swab back load and test. If well flows,

stabilize rate (max of 18
BOPH), run flowing gradient,

shut-in for 72 hr BHP buildup.

A. 1If the zone is commercial, end procedure here.

B. If the zone is not commercial, proceed pending go ahead frcm office.

ppepe

Wolfcamp "AF” Zone Compieticn (11, ,140-96°"

Load tbg w/2% KCl water. ND WH & NU BOP. Release pkr. Circulate hole
with 2% KCl water and POH w,tbg.

RU WL truck and sec CIBP Q@ +11,3200’ and cap w/30’ of cement.

TIH w/tbg open ended to +11,200°. Circulate

containing packer fluid additives.
HCl. POH w/tbg.

hole w/2% KCl water
Spot 500 gal double inhibited 15%

RU WL truck and perforate the Wolfcamp "AF" zone with 4" casing guns, 1

JSPF, premium charges (at 90 deqg or 120 deg phasing), 11,140-180° (41
holes), and 2 JSPF from 11,190~94' (6 holes).

TIH w/mule shce, 1 jt 2-7/8" tailpipe, Guiberson 3-1/2" x 2-7/8" Uni-v
pkr and 2.3" SN on 2-7/8" 6.5 ppf N-80 8rd thg to =+11,000°. Reverse
acid into thg and set pkr. ND BOP and NU WH. Pressure backside to 15Q0
psi. Break down perfs w/spot acid. Swab back and test.

If required, acidize zone w/6500 gal NEFe HC1,
s.g. RCNBS throughout Sob.
GPT Nine-«40, . G2T LT-21,

dropping 70 - 7/8" 1.3
Acid to contain 2 GPT I-17A, 3 GPT Acigel, 1
and § GPT Citric Acid (Western additives).



Completion Procedure

Kachina "8" Federal No. 2
Page 3

16. Swab back load and test. If well flows,

stabilize rate (m.. >f 18 BPH),
run flowing gradient,

shut-in for 72 hr BHP buildup.
17. £ the zone is commercial,

we are finished. If not,
zones to shoot.

there are more

oo

DDR:dw=-2639



A HANLEY PETROLEUM ING:

\rD ESTABLIB-ED 1883
/L\z E )
——’“"ZWSVVESTWAEE"SUITE 1500/MIDLAND. TEXAS 79701-4473/915-684-8051 FAX: 915-685-1104

G

ol b December 26, 1991

PR o VIA TELEFAX

Fiie
SaEnta Fe Energy Operating Partners, L.P. RECEIVED
Midland, Texas 79701 | DEC 27 1991
Attn: Mr. Larry Murphy mﬁg%

Senior Landman

SFEOP Cont. #NM-4257
Kachina "8" Com. #2
W% NW% Sec. 8, T-18-S
R-33-E, Lea County,
New Mexico (HPI NM-43)

Gentlemen:

Enclosed is executed copy of Supplemental AFE for the captioned
well in the amount of $125,641. The AFE has been executed this
date by L. D. Robbins as President of Hanley Petroleum Inc. et al
and includes authorization for L. D. Robbins, W. L. Hanley, Jr.,
Jim W. Rogers, Troy V. Compton, Stephen N. Castle and Joe G. Loftin.

It is our understanding that this work will commence on or before
December 30, 1991 and continue in a continuous manner until the well
is completed.

Should you need anvthing further with regard to this matter, please
advise.

Yours very truly,

¢
JWR:elr J

ames W. Rogers
Encl. Vice President Land

NEW MEXICO
OIL ONSERVATlON DIVISION

k( EXHIBIT

CASENO. — ———




SANTA FE ENERGY RESOURCES, INC.

SUPPLEMENT WELL COST COMPARISON
lNAME Kachina *8* Federali Com. No.2

!LOC: 1830" FNL & 660’ FWL, Sec 8~18S-33E.,Lea County, New Mexico
|DESC: Driit and Compiete A 11,500° Wolfcamp weil

VARIANCE |VARIANCE

(ACCOUNT |  DESCRIPTION OF COSTS ORIGINAL | REVISED ! s %
B
501-000 | TANGIBLE WELL COSTS
-41 | 'CONDUCTOR CSG 3,000 | (3,000 (100)|
. -41 ! SURFACE CSG 9,200 ! 9,784 | 584 1 6
] -41 1 'PROTECTION CSG ; ) . 0! NA
[ <41 | 1INTERMEDIATE CSG 36,804 | 31,250 | (5,554) (15)
0 -41| IPROD CSG , 95,763 | 71,500 |  (24,263) (25)
{ -41 | 'PROD LINER | | : 0! NA
f -42 | ITUBING 52,000 | . 39,1001 (12,900) (25)
=43 | |{WELLHEAD ; 12,000 | 10,000 | (2,000) (17!
-4h | 1PMPG UNIT | ! i 0} NA
<45 | 'PRIME MOVER ! [ ! 01 NA
-50 | !OTHER DWN HOLE EQUIP i 3,500 | 3,500 | 0l 0
-50 | 1RODS ! ! 01l NA
{ -50 | {SUBSURFACE PMPS = i 0| NA
i -55 1 1CSG EQUIP 940 1,250 | 310 | 33
i -55 | |ELECTRICAL . T | 01 NA
| <551 |MISC. TANGIBLES i 1,000 | 1,000 | 01 0
| -55 | 1ROD EQUIP ! ; | 0l NA
! -55 | 1TUBING EQUIP i 2,000 | i (2,000) (100
| TOTAL TANGIBLE COSTS v 216,207 167,384 1  (48,823) (23)
Pt ! | ] - .
S41-000 | 1LEASE FACILITY COSTS |
! -50 | IFLOM LINES i 3,000 3,000 | 01l 0
! -50 | iLABOR | 15,000 | 15,000 | 0l 0
. -50 | IQTHER PROD EQUIP : 5,000 | 20,000 | 15,000 | 300
| -50 | ITANK FACILITIES : i 37,000 | 37,000 | NA
i . ! TOTAL LEASE FACILITY COSTS w 23,000 75,000 | 52,000 | 226
\ [ ! | | .
511-000 | i INTANGIBLE WELL COSTS I | | i
-21 1 ILOCATION | 16,000 1 18,6415 | 2,615 1 15
-22 | IFENCING i 4,200 | | (4,200) (100)
-26 | IWTR & FUEL FOR RIG 10,000 | 14,409 | 4,409 | o
-31 1 ICONTRACTOR MOVING EXP | i 0l NA
-32 | |CONT FOOTAGE OR TURNKEY 193,200 1 160,877 1 (32,323) R4
-32 | CONTRACTOR DAY WORK 13,500 | 31,390 1 17,890 | 133
-33 1 !DRLG FLUID & ADDITIVES | 10,000 | 14,366 | 4,366 | 4h
-34 | IBITS & REAMERS i 2,600 | 2,600 | NA
-36 | (CORING & CORE ANALYSES i i 01 NA
-37 | (CEMENT i 43,000 | 70,611 1 27,6111 64
-39 | {INSPECTION & TSTG OF TANG i 5,000 1 2,441 1 (2,559 (51!
-41 | IDIRECTIONAL DRLG SURVEYS ] i 01! NA
<42 | IDRILLING EQUIP RENTAL | 3,000 29,992 ! 26,992 | 900
{ <43 | |OPEN MOLE LOGGING ) 33,500 | 41,214 ) 7,71 23
™ .44 [ |DRILL STEM TSTG © 22,0001 (22,0000 (100)
f -45] !MJID LOGGING ' 11,000 | 8,359 | (2,641) (26 )]
-51 | | TRANSPORTATION ! 7,000 | 10,000 | 3,000 | 43
i -52 ] |COMPLETION UNIT ] 15,000 1 22,000 7,000 47
! -53 | ICOMPLETION TOOL RENTAL i 4,000 1 8,000 4,000 100
! -54 | |CASED WOLE LOGS & PERFING y 6,000 | 10,000 | 4,000 | 67
i -55 |  ISTIMULATION | 10,000 | 50,000 | 40,000 | 400
: -56 | |RIG SITE SUPERVISION | 18,250 | 21,000 | 2,750 1 15
I -7¢ | |IADMINISTRATIVE OVERHEAD i 9,200 | 9,200 | 0! 0
! -99 | |FSHG TOOLS & EXPENSES i | | 01 NA
! -99 1 ITESTING: BHP,GOR,4 PT.POT | 5,000 | 5,000 | 01 0
{ i |ABANDONMENY COST i | ' 0! NA
i - IQTHER INTANGIBLES i ; ; 0! NA
[ 01 CONTINGENCY (10%) } 43,885 | 75,325 | 31,440 | 72
| . TOTAL INTANGIBLES . 482,735 1 605,199 ) 122,464 ; 25
! | TOTAL COSTS | 721,962\ 847,583 1 125,641 . 17
orilling Dept: M M«ﬁ’_ Date: /Z/Z/7L
CHB 72-9-1/
Operations Dept: YAy, Date:

SFER Approval By% f m

Date: /J_/L/f/

HanIey Det nec ET AL*
Partner Approval: BY : '-j/fl//‘ il Date:

12-26-91

L. D. Robblns, President
Supplement is due to change in W.l. 50X to 25% for SFEOP,LP
Change in costs due to: 1. 8 5/8" casing collapse.
2. Additionat stimutation of pay.
3. Addition of Battery fFacilities,

Due to lease difference with Kachina 8 #1

*Includes Authorization For
L. D. Robbins

W. L. Hanley, Jr.

James W. Rogers

Troy V. Compton

Stephen N. Castle

Joe G. Loftin



