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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 SANTA FE ENERGY 
RESOURCES, INC., FOR COMPULSORY POOLING, 
EDDY COUNTY, NEW MEXICO 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 
f 

BEFORE: MICHAEL E. STOGNER, Hearing Examiner 

May 14th, 1998 

Santa Fe, New Mexico 

This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , MICHAEL E. STOGNER, 

Hearing Examiner, on Thursday, May 14th, 1998, a t the New 

Mexico Energy, Minerals and Natural Resources Department, 

Por t e r H a l l , 2040 South Pacheco, 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. 

* * * 

CASE NO. 11 ,969 

JRIGINAL 

STEVEN T . 
(505) 

BRENNER, CCR 
989-9317 
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May 14th, 1998 
Examiner Hearing 
CASE NO. 11,969 
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REPORTER'S CERTIFICATE 5 

* * * 

E X H I B I T S 

Ap p l i c a n t ' s I d e n t i f i e d Admitted 

E x h i b i t 9 4 4 

* * * 

A P P E A R A N C E S 

FOR THE APPLICANT: 

JAMES G. BRUCE, Attorney a t Law 
612 Old Santa Fe T r a i l , Suite B 
Santa Fe, New Mexico 87501 
P.O. Box 1056 
Santa Fe, New Mexico 87504 

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

8:20 a.m.: 

EXAMINER STOGNER: Okay, a t t h i s time I'm going 

t o c a l l l a s t page of page 1, Case Number 11,9 69, which i s 

the A p p l i c a t i o n of Santa Fe Energy Resources, I n c . , f o r 

compulsory p o o l i n g , Eddy County, New Mexico. 

At t h i s time I ' l l 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 Appl i c a n t . I have a shor t statement t o 

make. 

EXAMINER STOGNER: Okay. Are ther e any other 

appearances i n t h i s matter? 

Okay, Mr. Bruce? 

MR. BRUCE: Mr. Examiner, t h i s case was heard on 

A p r i l 3 0th i n f r o n t of Mr. Catanach. He asked t h a t i t be 

continued f o r two weeks t o allow f u r t h e r n e g o t i a t i o n s 

between the p a r t i e s . This case has been done on a r a t h e r 

f a s t t r a c k because there are several leases or term 

assignments e x p i r i n g i n e a r l y June of 1998. 

Since t h a t hearing, the landman f o r Santa Fe 

Energy has conducted a d d i t i o n a l n e g o t i a t i o n s w i t h the 

p a r t i e s . 

At t h i s p o i n t I have an a f f i d a v i t t o submit. 

B a s i c a l l y , everyone has v e r b a l l y or i n f o r m a l l y agreed t o 

j o i n i n the w e l l , but there are no signed farmouts or 

STEVEN T. 
(505) 

BRENNER, 
989-9317 
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o p e r a t i n g agreements. 

I have spoken about the matter w i t h Mr. Catanach. 

He asked t h a t the case — t h a t I submit the a f f i d a v i t from 

Steven Smith, the landman f o r Santa Fe, and t h a t the case 

be taken under advisement. 

Santa Fe asks t h a t a po o l i n g order be entered, 

and then as p a r t i e s sign the JOA and the AFE f o r the w e l l , 

we w i l l n o t i f y the D i v i s i o n t h a t these p a r t i e s are not 

subj e c t t o the p o o l i n g order. 

EXAMINER STOGNER: Do you wish t o enter t h a t a t 

t h i s time? 

MR. BRUCE: I submit the a f f i d a v i t , E x h i b i t 9, 

f o r the record. 

EXAMINER STOGNER: E x h i b i t Number 9 w i l l be 

admitted i n t o evidence i n Case Number 11,9 69. 

I s t h e r e anything f u r t h e r i n t h i s matter a t t h i s 

time? 

I f not, then t h i s matter w i l l be taken under 

advisement. 

(Thereupon, these proceedings were concluded a t 

8:20 a.m.) 

* * * 
ir. thai 'he forejiO!ng 
.. -• - * ' . -,- •>;•.••.• :.'!v.r5. 

uJfr^ 

n#t Opservatusn uwwon 

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

STATE OF NEW MEXICO ) 
) ss. 

COUNTY OF SANTA FE ) 

I , Steven T. Brenner, C e r t i f i e d Court Reporter 

and Notary P u b l i c , HEREBY CERTIFY t h a t the f o r e g o i n g 

t r a n s c r i p t of proceedings before the O i l Conservation 

D i v i s i o n was reported by me; t h a t I t r a n s c r i b e d my notes; 

and t h a t the foregoing i s a t r u e and accurate record of the 

proceedings. 

I FURTHER CERTIFY t h a t I am not a r e l a t i v e or 

employee of any of the p a r t i e s or attorney s i n v o l v e d i n 

t h i s matter and t h a t I have no personal i n t e r e s t i n the 

f i n a l d i s p o s i t i o n of t h i s matter. 

WITNESS MY HAND AND SEAL May 15th, 1998. 

STEVEN T. BRENNER 
CCR No. 7 

My commission expires: October 14, 1998 

STEVEN T. 
(505) 

BRENNER, CCR 
989-9317 
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BIP0R8 THI MEW MEXICO OIL CONSERVATION DIVISION 

APPLICATION OF SANTA FB KNIXSY 
RSSOURCSS, INC. FOR COMPULSORY 
POOLING, SDOY COUNTY, MSN MEXICO. Case No. 11,969 

AFFIDAVIT 

STATE OF TEXAS ) 
COUNTY OP MIDLAND ) SS. 

Steven J. Smith, being duly sworn upon hie oath, deposes and 
stated: 

1. I am over the age of 18, and have personal knowledge of 
the matters set f o r t h herein. 

2. 1 am a landman f o r Applicant. 

3. Since the A p r i l 30, 1998 hearing i n t h i s case, I have 
continued t o contact the working i n t e r e e t owners i n the proposed 
w e l l u n i t ( l i s t e d i n E x h i b i t 2 submitted at hearing; . As a re s u l t 
of those conversations, the following informal agreements have been 
reached; 

a. Enron O i l & Gas Company has agreed t o farm out i t s 
i n t e r e s t , although a formal agreement has not been 
signed. 

b. Yates Petroleum Corporation, John A. Yates, e t a l . , 9.P. 
Yates et ux. , S.P. Yatae et a l . as personal 
representatives, and Sharbro O i l Ltd. Co., have agreed to 
p a r t i c i p a t e i n the w e l l , but have not yet signed an 
operating agreement. 

c. Harvey E, Yates Company has agreed t o p a r t i c i p a t e i n the 
w e l l , but has not yet signed an operating agreement. 
Cibola Energy has ver b a l l y agreed to do whatever Harvey 
E. Yates Company elects to do. 

d. Hanson O i l & SaB Corporation and McBride Operating 
Company have elected to p a r t i c i p a t e i n the w e l l , but have 
not yet signed an operating agreement. 

e. Roger T. E l l i o t , Hollyhock Corporation, Rio Pecos 
Corporation, and TARA-JON Corp, have agreed t o s e l l t h e i r 
i n t e r e s t s , but an assignment has not yet bean signed. 

Copies of l e t t e r s from c e r t a i n of these p a r t i e s are attached as 
Exhibit A. 
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4. Pathfinder Exploration company has eold ite interest to 
Cannon Exploration Company, which has signed an operating 
agreement. Therefore, those two parties do not need to be pooled. 

5. The final paperwork on these transactions will take 
several wee^s to finalize. As agreements are signed, i will notify 
the Pi vision that the interest owners are not subject to any 
pooling order. 

Steven J. Smith 

SUBSCRIBED AMD SWORN TO before me t h i s !<&k day of May, 1998, 
by Steven J. Smith. 

My Commission Expires; 

-2-
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Oampawy 
p.a *w 2i*r 
Midland, TX 797Q? 

May 12. 1998 

Santa Fa Energy Resource*, Inc. 
560 W. Texas. Suite 1330 
Midland, Tsxas 79701 
Attention: Steven 4 Smith 

RE: WM Proposal and Farm out Request 
Hnwn^ffdgofnNQ.iwoy 
Township 18 South, Range 30 East 
1960' FSL & 1980' FWL Section 24 
Eddy County, New Mexico 
Santa Fe s Benson Prospect - #NM-0937 
EOG's Sand Tank Prospect 

Gentleman: 

Enron Oil % Gas Company herein confirms its verbs! notice that it elects to Fanrtout Ms interest in 
the spacing unit for trie proposed Benson "24" Fed Corn No. 1 wet! Section 24, T188, R30E) 
General terms would provide for a 75% NRI with a 25% back-in at payout, all proportionately reduced 

Said farmout would be subject to a mutually agreeable forma! farm out form Should there be any 
questions, please feel free to contact the undereignec at (816) 686-3758 

Sincerely, 

PJT/ms 
enclosures 
nrUMW««SMVllMMnMnfe 

Natural gas. Electricity. Endless possibilities.™ 
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IOB SOUTH FOURTH S T R E E T 

ARTESIA. NEW MEXICO80210 
T c L S m c m s CMS) T4B-14T1 

t. P. vATta 

JOHN A. VATES 

KANDV w+rrtnmaM 
s t o m a * 

OKNNISO. KINKY 

M a y n , 1996 

Santa Ft Entrgy Raaaurcas. kno. 
680 Watt Ttxat, Suits 1390 
Midland, Ta»« 79701 

Attention: Mr. Stave SmMh 

RE: Sanson *24" Fad Com #1 WaH 
Tovmtrw H aayth, Rinai 18 Eitl 
Sactton84: W/2 
Eddy County. Maw Msxicc 

Gantftrnan: 

8ubjact to final managamant approval and tha signing of a mutually acceptable 
Oparating Agreement Yataa Patnaiaum Corporation, 8.P, Yataa. John A. Yatai, 
Estate of Paooy A. Yates, Sharbro OH Ltd. Co. and Ettats of Ullia M. Yatas aoras 
to tha dfWno of tha captioned wall. 

Vary truly yours, 

YATES PETROLEUM CORPORATION 

RojZrt Butock 
Landman 

RBtbn 
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Saat* Fe Ensjrgy Resources, Inc. 

TO: Working latere rt Owner? 
[See Attached Litt) 

March 31,1998 

APfLLJM 
R E C E I V E D 

MAV 1 3 1998 

LAND DEPT. 
MIDLAND. TX 

Gentlemen 

Re: Weil Proposal and Farmout Request 
Benson "24" Fed. COM *1 Weil 
1,980' FSL & 1,980' FWL 
Section 24, TMS-S.R-30-E 
Eddy County, New Mexico 
Be MOB Prospect - STEP. MNM-0937 

Reference is made to my letter to Yates Petroleum Corporation dated March 2, 3998, a copy of which 
is attached, proposing the formation of a 960 acre wording interest unit consisting of All Section 24 
and the N/2 of Section 25, T-18-S, R-30-E for the purpose of drilling a Morrow test in the W/2 of said 
Section 24. This proposal was based upon Yates being named Operator and conditioned upon 
operations being commenced on or before June 1, 1998- We have since examined title to the W/2 of 
Section 24 and now propose the formation of this working interest unit to each of you 

While the working interest unit remains our preferred objective, should a timely consensus not be 
reached regarding the formation of the unit, Santa Fe Energy Resources, Inc. (Santa Fe) proposes to 
proceed with drilling the well and respectfully requests that you agree to either participate for your 
proportionate part of the hereinafter described Morrow test baaed upon an anticipated 320 acre W/2 
proration unit, or farmout your interest in the W/2 of said Section 24 to Santa Fe based upon the 
following general terms: 

1, On or before June I , 1998, Santa Fe will commence, or cause to be commenced, the drilling 
of a Test Well OD the W/2 of Section 24, T-l R-30-E, Eddy County, New Mexico (Farmout 
Acreage). The Teat Welt wtil be drilled at the captioned location to a depth of 12,000', or to a depth 
sufficient to adequately test the Morrow Formation, whichever is the lesser The only penalty for 
failing to drill the Test Well will be the forfeiture by Santa Fc of the right to receive the assignments 
described below. 

2. Upon completion of the Test Well as a well capable of producing in paying quantities, you 
will assign to Santa Fe ail of your rights, title and interest in that part of the Farmout Acreage which is 
included in the proration unit established for the Test Well pursuant to NMOCD rules and regulations 
reserving a proportionately reducible overriding royalty interest equal to the difference by which 25% 
exceeds existing lease burdens. 

3. Santa Fe will have the option, but not the obligation, to earn any remaining Farmout Acreage 
not included in the proration unit for the Test Weli through continuous development with no more 
than 180 days between weils. 

4. At Payout of each earning well drilled pursuant to the Farmout Agreement, you will have the 
option to eonven your retained overriding royalty to a proportionately reduced 25% Working Interest 
The relationship of the parties thereafter will be governed by a mutually acceptable AAPL (1982) 

C*nixtt Drvaioo 

Midland, ton 78701 _ 
9H/MMS81 

Fax* FAX « ^ W 6 2 2 ^ i P H « « f i 

iwouiowa' 
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Will ftoeatel tad Farmut Mcpat 
Beam "34* PMerUNo. I WeH 
Ses.HT.UM.fclfrB 
Eddy C«wy, New Mwto 
M«N)I 11, l*H 

Model Form Operating Agreement naming Santa Fe as Operator which will provide for, among other 
things, a 30054 non-consent penalty. 

If the proposed Test Well is drilled on a 320 acre W/2 proration unit basis, Santa Fe proposes to drill 
it to the same depth, and at the same location as previously described. In this regard, enclosed for 
your review are two (2) oopiee of the AFE Welt Cost Estimate for this well. An Operating Agreement 
is being prepared and will be forwarded to you in the near future. 

Upon your consideration of this proposal, please indicate your election by executing and returning to 
the undersigned one copy of this letter. Should you elect to participate tar your proportionate interest 
based upon a W/2 proration unit, please also execute and return one (1) copy of the enclosed AFE 
Wei! Cost Estimate along with your geological information requirements and the names of personnel 
to reseive reports, Should you elect to Farmout, we would be happy to prepare and forward to you a 
formal Farmout Agreement for your review and execution. 

Thank you for your consideration of this proposal if you have an> questions, my direct number is 
(915) e"8«-*712, 

Sincerely, 

SANTA FE ENERGY RESOURCES, INC. 

sfeven J, Smith 
Senior Staff Landman 

We agree to Join in the formation of the ££$acre working interest unit sjunduHatiBUte 
SfltlCt̂ tstxMslfJm covering the W/2 ef Sec. Ik, T-13S, 
R-30E, Eddy Co., N.M., Bubject to a nutualiy acceptable operating agreement. 
We elect to Fans out baaed the general terms stated herein. 

We elect to participate in the Benson "24" Federal #1 Well for our proportionateISlX&XBK under 
a mutually acceptable operating agreement covering the 

W/2 of Sec. 24, T-18S, R-30K, Eddy Co., N.M. 

rftme of Petson/Compjny 
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HANSON OPERATING COMPANY, INC. 
P.O.BOX 1*15 

April 16, 1998 

Santa Fe Energy Resources, Inc 
550 West Texas, Suite 1330 
Midland, Texas 79701 

Attn: Mr. Steven J. Smith 

R0SVN6i.u. NEW MfcJC'CO 83202'151S ?MONE \C 505-S22 7330 

RECEIVED 

AFH 2 (j 1998 

LAND DEPT. 
MIDLAND TX 

Gentlemen: 

Re: Proposed 960 acre Working Interest Unit 
or 320 acre Communitization 
Benson "24" Federal Com #1 Well 
1980' FS&WL Sec.24.T-3 8-S, R-30-E. 
Eddy County, New Mexico 

You have proposed the drilling of the Benson "24" Federal Com #1 Well either (a) under a 
960 acre working interest unit agreement or (b) under a 320 acre communitization agreement. As 
discussed we are in favor of the working interest concept, however, are also interested in 
participating under the 320 acre proration unit if necessary 

The purpose of this letter is to confirm our interest in participating, subject to our review 
and approval of either (a) the appropriate working interest unit operating agreement or (b) an 
operating agreement covering only the proration unit. 

Please furnish us the necessary agreement for review as soon as you have determined 
which proposal will be followed. Thank you. 

Land Manager 

CASjs 
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CANNON EXPLORATK»T 00, 
3608 Scuth County Road 1184 

atiffinid. Tew'79706 
Phone $13) 04-0033 
Fax (915)6840053 

May 13,1998 

To. SentaFeEiw^Rjartui&esvtac. 
Steven. 1.Smtfh 

BENSON PROSPECT 
Benson-W Fed. Com. #1 WeB 
W/2 Section 24. T-18-S, &.-30«E 
Eddy Co., New Mexico 

Dear Steve: 

MTrrfmcrtm to yoig Operatic 
RatCTgeea, Iha. tbatCannnn Faplrnation, Co- bag acqnired aririihVma? nttapestwfeieh wflliaaatase if s 
working interest percentage in the proposed W/2 Section 34, T-l 8-S, R-30-E, 320 aete Morrow premier, 
war, 

Tha aA&ioafll interest acqaaod by Cannon Exploraftnrt Co. mclads tfaa following: 

1. WILLIAM P. DOOLIY 
2. PAISSTNDEB EXPLORATION Co. 

CajmonE^taaiaaCo .^pait ic^ 
ftom WflBsm P. Dooioysjwi Pathfinder Esqikj^^ COM.#l 
Well to be located in the W/2 of Section 24, T-lfrS, R-30-E m Eddy County, New Mexico. 

Smccxdy, 

Todd ML WEZMO, President 
Cannon ElrfJnnrtion. Co. 


