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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING CALLED BY 
THE OIL CONSERVATION DIVISION FOR THE 
PURPOSE OF CONSIDERING: 

APPLICATION OF EDGE PETROLEUM 
EXPLORATION COMPANY FOR COMPULSORY 
POOLING, LEA COUNTY, LEA COUNTY, 
NEW MEXICO 

CASE NO. 13,240 

ORIGINAL 
REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: WILLIAM V. JONES, JR., Hearing Examiner 

A p r i l 29th, 2004 

13 2UW 
Santa Fe, New Mexico 

Oil Conservation Division 
1220 S. St. Francis Drive 

T h i s matter came on f o r h e a r i n g b e f c g § g t a ^ ^ ] | f ^ y 5 0 5 

Mexico O i l Conservation D i v i s i o n , WILLIAM V. JONES, JR., 

Hearing Examiner, on Thursday, A p r i l 29th, 2004, a t the New 

Mexico Energy, Minerals and Natural Resources Department, 

1220 South Saint Francis Drive, Room 102, Santa Fe, New 

Mexico, Steven T. Brenner, C e r t i f i e d Court Reporter No. 7 

f o r the State of New Mexico. 

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

9:43 a.m.: 

EXAMINER JONES: At t h i s time l e t ' s go t o page 3 

on the docket and c a l l Case 13,240, A p p l i c a t i o n of Edge 

Petroleum E x p l o r a t i o n Company f o r compulsory p o o l i n g , Lea 

County, Lea County, New Mexico. 

C a l l f o r appearances. 

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

rep r e s e n t i n g the Applicant. I have one witness t o be 

sworn. 

EXAMINER JONES: Any other appearances i n t h i s 

case? 

There being none, w i l l the witness please stand 

t o be sworn? 

(Thereupon, the witness was sworn.) 

JEFF A. SIKORA. 

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. BRUCE: 

Q. W i l l you please s t a t e your name and c i t y of 

residence f o r the record? 

A. My name i s J e f f Sikora, and I l i v e i n Houston, 

Texas. 

Q. Have you p r e v i o u s l y t e s t i f i e d — Who do you work 

STEVEN T. BRENNER, CCR 
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f o r and i n what capacity? 

A. I am the senior s t a f f landman f o r Edge Petroleum 

E x p l o r a t i o n Company. 

Q. Have you p r e v i o u s l y t e s t i f i e d before t he 

Di v i s i o n ? 

A. No, s i r , I have not. 

Q. Would you please summarize your educational and 

employment background? 

A. I have a petroleum land management degree from 

the U n i v e r s i t y of Texas i n 1983. I was a senior landman 

f o r S h e l l from 1984 through 1989, I was an independent from 

1990 t i l l around 1997, and I've been w i t h Edge since 1998. 

Q. Does your area of r e s p o n s i b i l i t y a t Edge i n c l u d e 

southeast New Mexico? 

A. Yes, i t does. 

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

i n v o l v e d i n t h i s case? 

A. Yes, I am. 

MR. BRUCE: Mr. Examiner, I ' d tender Mr. Sikora 

as an expert petroleum landman. 

EXAMINER JONES: Mr. Sikora i s q u a l i f i e d as an 

expert petroleum landman. 

Q. (By Mr. Bruce) Mr. Sikora, could you i d e n t i f y 

E x h i b i t 1 and describe what Edge seeks i n t h i s case? 

A. E x h i b i t 1 i s a p l a t of p a r t of Township 16 South, 

STEVEN T. BRENNER, CCR 
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Range 34 East. The h i g h l i g h t e d p o r t i o n i s the n o r t h h a l f 

of Section 28, and we seek an order p o o l i n g the n o r t h h a l f 

of Section 28 f o r a l l formations t h a t are spaced — t o be 

spaced on 320 acres, down t o the base of the Morrow 

form a t i o n . 

MR. BRUCE: Mr. Examiner, the A p p l i c a t i o n also 

asks f o r p o o l i n g of 40-acre spacing — 40-acre w e l l u n i t s 

— f o r the southwest of the northeast q u a r t e r , but t h a t i s 

no longer needed, so t h a t can be dismissed. 

EXAMINER JONES: Okay. 

Q. (By Mr. Bruce) What i s the w e l l ' s footage 

l o c a t i o n , Mr. Sikora? 

A. The w e l l i s located i n the southwest q u a r t e r of 

the northeast quarter a t 1980 f e e t from the n o r t h l i n e of 

Section 28 and 2130 f e e t from the east l i n e of Section 28. 

Q. What i s the ownership of the n o r t h - h a l f w e l l 

u n i t ? 

A. The ownership of the w e l l i s shown on E x h i b i t 2, 

which you have i n your possession. Do you want me t o read 

these o f f or — 

Q. No, you don't need t o read them a l l . But perhaps 

you could s t a t e which p a r t i e s a t t h i s p o i n t have signed a 

JOA and are committed t o the well? 

A. The p a r t i e s committed t o the w e l l a t t h i s p o i n t 

are Edge and Tom Brown, which represent almost 99 percent 

STEVEN T. BRENNER, CCR 
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of the w e l l . The remaining p a r t i e s l i s t e d , 3 through 15 on 

the l i s t , are a l l small c o n t r a c t u a l working i n t e r e s t 

owners, some of which I t h i n k w i l l p a r t i c i p a t e i n the w e l l , 

but we — We've mailed l e t t e r s t o them, and some have 

signed AFEs, i n f a c t , but have not signed the o p e r a t i n g 

agreement. 

Q. Okay, so you seek t o f o r c e pool the people l i s t e d 

as items 3 through 15? 

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

Q. Okay. Now l e t ' s discuss your e f f o r t s t o o b t a i n 

the j o i n d e r of these i n t e r e s t owners. What are E x h i b i t s 3A 

and 3B? 

A. 3A and 3B are copies of l e t t e r s t h a t I have sent 

t o p a r t i e s 3 through 15 on E x h i b i t 2. The February 2nd — 

Let's see. 

The February 2nd and January 28th l e t t e r s were 

the f i r s t l e t t e r s t h a t went out asking these p a r t i e s t o 

e i t h e r p a r t i c i p a t e i n the w e l l or grant Edge a one-year 

term assignment. 

The follow-up l e t t e r came l a t e r i n March, 

a d v i s i n g them t h a t the l o c a t i o n had changed somewhat and 

asking them again what t h e i r d e c i s i o n might be t o 

p a r t i c i p a t e i n the w e l l or not. 

Q. The w e l l was moved from what, the southeast 

q u a r t e r of the northeast quarter t o the southwest q u a r t e r 

STEVEN T. BRENNER, CCR 
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of the northeast quarter? 

A. Correct. 

Q. That d i d not a f f e c t the AFE or the u n i t dedicated 

t o the w e l l ? 

A. No, i t d i d not, not i n any way whatsoever. 

Q. Were the r e also phone c a l l s w i t h a number of 

these p a r t i e s ? 

A. I have made phone c a l l s t o the m a j o r i t y of these 

people. There are a few — or a couple, I should say, t h a t 

I couldn't l o c a t e a phone number f o r , so I haven't c a l l e d 

them. 

But most of the f o l k s I have c a l l e d one t o two 

times, and — but today they j u s t — they hadn't — they 

e i t h e r hadn't responded or not committed one way or the 

other t o a term assignment or t o p a r t i c i p a t e i n the w e l l . 

Q. I n your o p i n i o n , has Edge made a g o o d - f a i t h 

e f f o r t t o o b t a i n a v o l u n t a r y j o i n d e r of the i n t e r e s t owners 

i n the well? 

A. Yes. 

Q. Would you i d e n t i f y E x h i b i t 4 and discuss the cost 

of the proposed well? 

A. E x h i b i t 4 i s the a u t h o r i t y f o r expenditure f o r 

t h i s w e l l . This AFE has a dryhole cost of $1,039,710 and a 

completed w e l l cost of $1,588,073. 

Q. And i s t h i s cost i n l i n e w i t h the cost of other 

STEVEN T. BRENNER, CCR 
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w e l l s d r i l l e d t o t h i s depth i n t h i s area of New Mexico? 

A. Yes, i t i s . 

Q. Who does Edge request be named operator of the 

wel l ? 

A. The operator of the w e l l d u r i n g the d r i l l i n g 

phase w i l l be Tom Brown, Inc. A f t e r the completion of the 

w e l l , Edge w i l l take over operations and w i l l be the 

operator f o r a l l subsequent operations on the c o n t r a c t 

area. 

Q. W i l l the Edge operating e n t i t y be Edge Petroleum 

Operating Company? 

A. Yes, i t w i l l . 

Q. Do you have a recommendation f o r the amounts 

which the operators should be paid f o r s u p e r v i s i o n and 

a d m i n i s t r a t i v e expenses? 

A. We be l i e v e common f o r t h i s area would be $6500 a 

month d u r i n g the d r i l l i n g and $650 a month d u r i n g the 

pro d u c t i o n . 

Q. And these amounts are equivalent t o those 

normally charged by other operators i n t h i s area f o r w e l l s 

of t h i s depth? 

A. Yes. 

Q. Do you request t h a t these r a t e s be adjusted 

p e r i o d i c a l l y as provided by the COPAS accounting procedure? 

A. Yes. 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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Q. And do you request t h a t the maximum c o s t - p l u s -

200-percent r i s k charge be assessed against nonconsenting 

i n t e r e s t owners? 

A. Yes. 

Q. And f i n a l l y , were a l l the p a r t i e s n o t i f i e d of 

t h i s case? 

A. Yes, they were. E x h i b i t 5 i s an a f f i d a v i t of the 

n o t i c e . 

Q. Were E x h i b i t s 1 through 5 prepared by you or 

under your supervision, or compiled from company business 

records? 

A. Yes. 

Q. And i n your o p i n i o n , i s the g r a n t i n g of t h i s 

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

pre v e n t i o n of waste? 

A. Yes, s i r . 

MR. BRUCE: Mr. Examiner, I ' d move the admission 

of E x h i b i t s 1 through 5. 

EXAMINER JONES: E x h i b i t s 1 through 5 w i l l be 

admitted t o evidence. 

EXAMINATION 

BY EXAMINER JONES: 

Q. So Tom Brown — Didn't they j u s t get bought by 

somebody? 

A. Incana. 

STEVEN T. BRENNER, CCR 
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Q. Incana. 

A. Yeah. 

Q. Incana bought Tom Brown? 

A. Right, t h a t was j u s t announced. 

Q. E f f e c t i v e — 

MR. BRUCE: I'm not sure — Mr. Examiner, I've 

t a l k e d w i t h them, and I don't know when the e f f e c t i v e date 

w i l l be. Tom Brown, I n c . , s t i l l does e x i s t as an e n t i t y . 

Q. (By Examiner Jones) Okay, and a l l of our 

correspondence, e s p e c i a l l y a f t e r March, has the c o r r e c t 

l o c a t i o n f o r the well? 

A c t u a l l y , you're not s p e c i f y i n g a footage anyway, 

are you? 

A. At the time I sent t h a t w e l l out, we d i d n ' t have 

the — the permit was not granted a t t h a t time, and we 

d i d n ' t have the exact l o c a t i o n of the w e l l . 

Q. What about API number? Do you have t h a t ? 

MR. BRUCE: Mr. Examiner — 

EXAMINER JONES: A l l of our records are zeroed i n 

on — 

MR. BRUCE: Here's the approved d r i l l i n g p ermit. 

EXAMINER JONES: Okay, I t h i n k t h a t might have 

been i n our correspondence too. 

So i t ' s 3002536678, API Number. 

Q. (By Examiner Jones) And nobody signed except Tom 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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Brown and Edge? 

A. At t h i s p o i n t Tom Brown and Edge, we have not 

even f i n a l i z e d the operating agreement, so we're i n the 

f i n a l phases of doing t h a t r i g h t now. 

Q. Okay, the State Land O f f i c e , d i d they — they've 

a l l — they've leased t h e i r minerals, so you don't even 

send — you send — 

A. Right, they a l l leased. I t ' s o l d HBP, these 

leases t h a t are held by production from surrounding w e l l s 

a t shallower depths. 

Q. Okay, so these are a l l working i n t e r e s t owners? 

A. Correct. 

Q. And we do have the l e t t e r s t h a t were sent t o 

them, or a t l e a s t a copy of the l e t t e r — yeah, we've got 

the c e r t i f i e d r e c e i p t s on a l l of those, so I could check 

a l l of those and match up. 

A. Yes, s i r . 

Q. Okay. And you guys don't have an engineering 

witness or anything today? 

MR. BRUCE: No, we don't. 

Q. (By Examiner Jones) The AFE went out t o a l l 

those working i n t e r e s t owners — 

A. — w i t h the f i r s t l e t t e r . 

Q. Okay, w i t h the f i r s t l e t t e r . And i t s t i l l 

remains 13,400 f e e t deep — 

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

Q. — even a f t e r the lo c a t i o n ? 

A. Yes. 

Q. Okay. But you no longer are i n t e r e s t e d i n any of 

the shallower — anything shallower than the Atoka? Well, 

a c t u a l l y you're s t i l l i n t e r e s t e d i n the Atoka-Morrow but 

not the Wolfcamp, Cisco and Strawn, l i k e you were going 

f o r . 

MR. BRUCE: Mr. Examiner, Mr. Sikora can con f i r m 

t h a t , but the only two i n t e r e s t owners as t o those r i g h t s 

are Edge and Tom Brown. The other p a r t i e s l i s t e d on 

E x h i b i t 2 only are involved i n the deeper r i g h t s . 

Q. (By Examiner Jones) Oh, okay. Okay. So you 

don't have t o — f o r the shallower s t u f f ? 

A. Right. 

Q. And the pool names, South Kemnitz-Atoka Morrow 

Gas. 

A. (Nods) 

EXAMINER JONES: Okay, Mr. Brooks, do you have 

anything? 

EXAMINATION 

BY MR. BROOKS: 

Q. Yeah, you characterized these small i n t e r e s t s as 

c o n t r a c t u a l working i n t e r e s t owners, none of these are 

unleased? 

STEVEN T. BRENNER, CCR 
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A. No, s i r , they're not. 

MR. BROOKS: That's a l l . 

EXAMINER JONES: Okay. Okay, thanks, Mr. Sikora. 

With t h a t , l e t ' s take Case 13,24 0 under 

advisement. 

(Thereupon, these proceedings were concluded a t 

9:54 a.m.) 

* * * 

STEVEN T. BRENNER, CCR 
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