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OIL CONSERVATION DIVISION 
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PURPOSE OF CONSIDERING: 

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

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: DAVID R. CATANACH, Hearing Examiner 

A p r i l 30th, 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 , DAVID R. CATANACH, 

Hearing Examiner, on Thursday, A p r i l 3 0th, 1998, a t the New 

Mexico Energy, Minerals and Natural Resources Department, 

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

8:38 a.m.: 

EXAMINER CATANACH: At t h i s time w e ' l l c a l l Case 

11,969. 

MR. CARROLL: 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. 

EXAMINER CATANACH: C a l l f o r appearances i n t h i s 

case. 

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

rep r e s e n t i n g the Appli c a n t . I have two witnesses t o be 

sworn. 

EXAMINER CATANACH: Okay, a d d i t i o n a l appearances? 

W i l l the two witnesses please stand and be sworn 

in? 

(Thereupon, the witnesses were sworn.) 

STEVEN J. 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. BRUCE: 

Q. Would 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 Steven J. Smith, and I l i v e i n 

Midland, Texas. 

STEVEN T. BRENNER, CCR 
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Q. By whom are you employed and i n what capacity? 

A. I'm employed by Santa Fe Energy Resources, I n c . , 

as a senior s t a f f landman. 

Q. 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 

as a landman? 

A. Yes, I have. 

Q. And were your c r e d e n t i a l s as an expert petroleum 

landman accepted as a matter of record? 

A. Yes, they were. 

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 A p p l i c a t i o n ? 

A. Yes, I am. 

MR. BRUCE: Mr. Examiner, I 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. Bruce) Mr. Smith, what i s i t t h a t Santa 

Fe seeks i n t h i s case? 

A. We seek t o pool the west h a l f of Section 24, 

Township 18 South, 30 East, Eddy County, New Mexico, f o r 

a l l formations spaced on 320 acres. We also seek t o pool 

the southwest quarter of the s e c t i o n f o r a l l formations 

pooled on 160 acres, and then the northeast of the 

southwest quarter of t h a t s e c t i o n f o r a l l formations pooled 

on — or spaced on 40 acres, below 4100 f e e t , 

Q. What i s E x h i b i t 1? 

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 

6 

A. E x h i b i t 1 i s a l a n d p l a t which shows a 

r e p r e s e n t a t i o n of the west h a l f , o u t l i n e d i n red, the west 

h a l f of Section 24. I t shows Santa Fe leasehold, colored 

i n yellow, and i t also shows the f o u r d i f f e r e n t ownership 

t r a c t s . The t r a c t s are r e a l l y two or thr e e leases, but 

fo u r d i f f e r e n t groupings of ownership. 

And the attachment w i t h the t r a c t s broken out 

show ope r a t i n g r i g h t s , per lease and per t r a c t , and also 

p o i n t s out t h a t a great deal of Santa Fe and Enron's 

leasehold are, by v i r t u e of term assignments of op e r a t i n g 

r i g h t s , and the term assignments are broken down by 

gr a n t o r , the i n t e r e s t s conveyed and the e x p i r a t i o n date of 

those term assignments. 

Q. What i s E x h i b i t 2? 

A. E x h i b i t 2 i s a l i s t of the working i n t e r e s t 

ownership based upon a po o l i n g of the west h a l f of Section 

24 on a 320-acre basis. 

Q. Of the p a r t i e s l i s t e d on E x h i b i t 2, who do you 

seek t o pool a t t h i s time? 

A. A l l p a r t i e s except Cannon E x p l o r a t i o n Company. 

Q. Okay. Now, l e t ' s get i n t o a l i t t l e b i t f u r t h e r 

about the s t a t u s of the p a r t i e s on E x h i b i t 2, rega r d i n g 

your e f f o r t s t o o b t a i n t h e i r v o l u n t a r y j o i n d e r . Could you 

go through E x h i b i t 3A through 3C and discuss your contacts 

w i t h the p a r t i e s and what Santa Fe's plans are f o r t h i s 
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acreage? 

A. We i n i t i a l l y contacted Robert Bullock a t Yates 

Petroleum — and the Yates e n t i t i e s own the m a j o r i t y of the 

leasehold i n the area — and proposed the f o r m a t i o n of a 

960-acre working i n t e r e s t u n i t , which would have consisted 

of a l l of Section 24 and the n o r t h h a l f of Section 25, and 

we proposed i t based upon Yates being allowed t o be the 

operator, conditioned upon t h a t the w e l l be d r i l l e d a t our 

l o c a t i o n and operations commenced p r i o r t o June 1 of t h i s 

year. 

I've had numerous conversations w i t h Mr. Bullock 

concerning t h i s , and i t i s s t i l l our p r e f e r r e d o b j e c t i v e t o 

move forward on t h a t basis, but i n l i g h t of the e x p i r i n g 

term assignments, we f e l t we needed t o seek p o o l i n g . 

As a r e s u l t , on March 31st, E x h i b i t 3B I sent a 

l e t t e r out t o a l l of the working i n t e r e s t owners i n the 

west h a l f of Section 24 and a l l known p a r t i e s i n t h a t 960-

acre working i n t e r e s t u n i t , a d v i s i n g them t h a t our 

p r e f e r r e d plan was t o form the working i n t e r e s t u n i t w i t h 

Yates, but i f a t i m e l y consensus could not be reached, we 

would propose the proceeding w i t h the f o r m a t i o n of a west-

h a l f 320-acre p r o r a t i o n u n i t on Section 24, and d r i l l i n g 

the w e l l , o f f e r e d them the o p p o r t u n i t y t o p a r t i c i p a t e or 

farm out, under the terms o u t l i n e d i n the l e t t e r , and 

provided them w i t h a cost estimate f o r the w e l l . 
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And then 3C i s the l e t t e r of A p r i l 17th where I 

provided the p a r t i e s a j o i n t operating agreement covering 

the west h a l f of Section 24, and again s t a t i n g t h a t we were 

moving — t r y i n g t o move toward the 9 60, but i n the event 

we couldn't, we wanted t o d r i l l i t on a 32 0. 

Q. Now, as you i n d i c a t e d , your proposal l e t t e r was 

sent about a month ago; i s t h a t correct? 

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

Q. And t h a t i s — I mean, t h a t ' s a r e l a t i v e l y s h o r t 

n o t i c e p e r i o d . That's s t r i c t l y due t o the e x p i r i n g term 

assignment? 

A. That i s c o r r e c t . 

Q. Now, what has been the response of a l l of these 

people on E x h i b i t 2? 

A. We — Again, Cannon E x p l o r a t i o n signed our AFE 

w e l l proposal f o r the west h a l f , so we've excused them. 

A l l other p a r t i e s except f o r Cibola, we've had 

conversations w i t h , and a l l have i n d i c a t e d a w i l l i n g n e s s t o 

p a r t i c i p a t e or farm out. We've not go t t e n signed AFEs or 

JOAs from the p a r t i e s , but we f e e l l i k e t h a t we w i l l be 

able t o work something out and get the w e l l d r i l l e d . 

Q. So other than Cibola's 1.4 percent, v i r t u a l l y a l l 

of the other i n t e r e s t s , you b e l i e v e , w i l l e v e n t u a l l y be 

committed t o the well? 

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

STEVEN T. BRENNER, CCR 
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Q. As people sign up, w i l l you n o t i f y the 

D i v i s i o n --

A. Yes, we w i l l — 

Q. — t h a t these p a r t i e s no longer --

A. — and excuse them from t h i s , yes. 

Q. — are subject t o the p o o l i n g order? 

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

w e l l ' s costs? 

A. E x h i b i t 4 i s the cost estimate that, was provided 

w i t h my l e t t e r . I t proposes the w e l l t o be d r i l l e d a t — 

I t ' s a 12,000-foot Morrow t e s t , located i n the center of 

the northeast southwest of Section 24, w i t h a dryhole cost 

of $469,104 and a completed w e l l cost of $800,742. 

Q. Are these costs i n l i n e w i t h the costs of other 

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 the county? 

A. Yes, they are. 

Q. And does Santa Fe Energy request t h a t i t be 

designated operator of the well? 

A. Yes, we do. 

Q. What overhead r a t e s does Santa Fe Energy propose 

i n t he event i t ' s named operator? 

A. $5700 f o r a d r i l l i n g w e l l r a t e and $570 f o r a 

producing w e l l r a t e . 

Q. And are these w e l l costs i n l i n e — or I should 

say these operating costs, i n l i n e w i t h those charged by 

STEVEN T. BRENNER, CCR 
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other operators f o r w e l l s of t h i s depth? 

A. Yes, they are. 

Q. And were the uncommitted i n t e r e s t owners n o t i f i e d 

of t h i s hearing? 

A. Yes, they were. 

Q. And i s E x h i b i t 5 my a f f i d a v i t of n o t i c e w i t h the 

n o t i c e l e t t e r and c e r t i f i e d r e t u r n r e c e i p t s ? 

A. Yes, i t i s . 

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, they were. 

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

Energy'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 p r e v e n t i o n of waste? 

A. I do. 

MR. BRUCE: Mr. Examiner, a t t h i s time I move the 

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

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

admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Smith, you guys have cut i t k i n d of close on 

t h i s one. 

A. We have. This i s , I t h i n k , a r a t h e r mature, 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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d i f f i c u l t area t o put together a p o s i t i o n . We've s t r u g g l e d 

and worked hard t o get what l i t t l e we could. And 

cons i d e r i n g the — what we have, we f e e l the need t o 

preserve i t , the l i k e l i h o o d t h a t we would not be able t o 

put i t back together. 

Q. We're concerned about the date the w e l l was 

i n i t i a l l y proposed t o these i n t e r e s t owners, which appears 

t o be March 31st, and the time the p o o l i n g A p p l i c a t i o n was 

f i l e d , which I assume t o be probably around the 7th of 

A p r i l — 

MR. BRUCE: I t was f i l e d on the 7 t h ; I j u s t 

checked my f i l e . 

Q. (By Examiner Catanach) Okay. Thar.'s been a hot 

issue around here l a t e l y . Can you t e l l me about — You 

say, and you a n t i c i p a t e t h a t y o u ' l l reach v o l u n t a r y 

agreement w i t h a l l of these i n t e r e s t owners except f o r 

Cibola? 

A. I would a n t i c i p a t e t h a t , based upon conversations 

w i t h a l l of them, yes. 

Q. Okay, you've spoken t o a l l of these i n t e r e s t 

owners p e r s o n a l l y and — 

A. Well, Robert Bullock, of course, represents the 

m a j o r i t y of the Yates e n t i t i e s , and he would be r e a l l y the 

person I've spoken t o i n r e l a t i o n t o the Yates e n t i t i e s , 

w i t h the exception of Cibola and Harvey E. Yates Company. 

STEVEN T. 
(505) 

BRENNER, CCR 
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 

12 

Cibola has not responded. We've go t t e n a l e t t e r 

from Heyco, or Harvey E. Yates, where they b a s i c a l l y 

informed us they do not oppose our A p p l i c a t i o n . 

Q. Okay. You've had not contact w i t h Cibola? 

A. No, I've made numerous phone c a l l s and l e f t 

messages on h i s , Mr. Harvey E. Yates, J r . ' s , voice m a i l , 

and I have had no contact w i t h him. 

Q. Can you t e l l me who — which p a r t i e s you b e l i e v e 

Mr. Bullock represents? 

A. I t would be Yates Petroleum, John Yates as 

re p r e s e n t a t i v e of the estate of Peggy Yates and 

i n d i v i d u a l l y , S.P. Yates and h i s w i f e , the Estate of L i l l i e 

M. Yates, Sharbro, and I beli e v e t h a t would be the extent 

of h i s — the e n t i t i e s t h a t he's represented t h a t he was 

speaking f o r . 

Q. Okay. You've spoken t o Enron? 

A. Oh, yes. They've agreed t o farm out. 

Q. You j u s t don't have anything i n w r i t i n g ; i s 

t h a t — 

A. That's c o r r e c t , we got a phone c a l l — 

MR. BRUCE: Yes, Mr. Examiner, I received a phone 

c a l l from P a t r i c k Tower, the landman a t Enron, yesterday, 

and he sa i d he would — t h a t Enron would farm out e i t h e r t o 

the working i n t e r e s t owners' u n i t or t o t h i s s p e c i f i c w e l l 

upon the terms proposed by Santa Fe Energy. But a t t h i s 
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time there's nothing i n w r i t i n g . 

Q. (By Examiner Catanach) What about the p a r t i e s on 

page 2? You've spoken t o McBride? 

A. I've spoken t o McBride and Hanson through Mr. 

Carl S c h e l l i n g e r , and we have a l e t t e r from him i n d i c a t i n g 

t h a t they w i l l p a r t i c i p a t e i n the w e l l , whether i t ' s on a 

960 or a 320, but we do not have a signed AFE or op e r a t i n g 

agreement a t t h i s date. 

Q. Okay. How about Rio Pecos Corporation? 

A. Rio Pecos and TARA-JON, both, have i n d i c a t e d they 

d e s i r e t o s e l l t h e i r i n t e r e s t . I got a handwritten note 

yesterday, and w h i l e t h a t wasn't something we had o f f e r e d 

or e n t e r t a i n e d , we f e e l l i k e something can be worked out 

w i t h i t . 

Q. Okay. Pathfinder? 

A. Pathfinder, I'm t o l d , has — i s i n the process of 

s e l l i n g t h e i r i n t e r e s t t o Cannon E x p l o r a t i o n , They are — 

Todd and Scott Wilson are b r o t h e r s , and Cannon has 

i n d i c a t e d i n t h e i r cover l e t t e r t o me t h a t when they 

executed my AFE and w e l l proposal i t was f o r both 

i n t e r e s t s , but I don't have documentation of t h a t 

conveyance. 

Q. Okay. Roger E l l i o t t ? 

A. Roger E l l i o t t has elected t o farm out. 

Q. Mr. Smith, have any of these i n t e r e s t owners 
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expressed concern t o you about the s h o r t time period? 

A. They understand. I mean, i t was --• The biggest 

i n t e r e s t owner t h a t ' s a f f e c t e d , of course, are Yates and 

Santa Fe and Enron. 

Enron 1s i n t e r e s t s are t o be preserved by t h i s 

e f f o r t , as w e l l as Santa Fe's, so they understood. And 

Robert Bullock commented t h a t i t i s s h o r t n o t i c e but he 

also understands. And of course, the f a c t t h a t they're not 

here opposing, I t h i n k , speaks f o r i t s e l f . 

MR. CARROLL: And how long has Santa Fe owned i t s 

i n t e r e s t s ? 

THE WITNESS: We got these term assignments i n a 

package from Mr. Roger E l l i o t t i n Cannon E x p l o r a t i o n about 

a year and a h a l f ago. They were term assignments t h a t 

they took t h a t had f i v e years on them, and when we got 

them, when they were sold t o us, we j u s t were g e t t i n g the 

remainder of t h a t term assigned. 

MR. CARROLL: And they expire i n June and July? 

THE WITNESS: They — June, J u l y , August. And we 

have one term assignment from the Hanson-McBride i n t e r e s t 

t h a t expires i n November. 

Q. (By Examiner Catanach) So what's your d r i l l i n g 

deadline? June? 

A. Well, we would l i k e t o be t u r n i n g t:o the r i g h t on 

June 15th. June 1st gave us a l i t t l e cushion, but we've 

STEVEN T. BRENNER, CCR 
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got t o be d r i l l i n g by June 15th. 

Q. At t h i s p o i n t you've not worked out the agreement 

w i t h Yates as t o who's going t o operate? 

A. Well, when — On the 960, we are going t o all o w 

them t o operate i f we can put i t together. 

I f we go through the process of f o r c e p o o l i n g and 

end up a c q u i r i n g l a r g e r percentages — i t looks l i k e we 

w i l l — we w i l l operate the 320 on the west h a l f , Santa Fe 

w i l l . 

Q. Mr. Smith, are you going t o attempt t o — or keep 

attem p t i n g t o contact Cibola — 

A. Yes. 

Q. — a f t e r the hearing? 

A. Absolutely. 

MR. BRUCE: Mr. Smith, i t might help t o say what 

Robert Bullock s a i d about Cibola t o you. 

THE WITNESS: Well, I've been away from southeast 

New Mexico f o r a l i t t l e w h i l e , and I've come back, and I 

was t o l d by Mr. Bullock t h a t more o f t e n than not Cibola has 

t o be force-pooled because they f a i l t o respond t o 

proposals on a t i m e l y basis. 

I have no personal knowledge of t h a t being the 

case, but I've heard t h a t . 

EXAMINER CATANACH: Okay, t h a t ' s a l l we have of 

t h i s witness. He may be excused. 
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MICHAEL D. HAYES, 

the witness h e r e i n , a f t e r having been f i r s t d uly 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. Would you please s t a t e your name and c i t y of 

residence f o r the record? 

A. Michael D. Hayes. I l i v e i n Midland, Texas. 

Q. Who do you work f o r and i n what capacity? 

A. Santa Fe Energy Resources. I'm employed as a 

senior g e o l o g i s t . 

Q. 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 

as a geol o g i s t ? 

A. Yes, I have. 

Q. And were your c r e d e n t i a l s as an expert petroleum 

g e o l o g i s t accepted as a matter of record? 

A. Yes, they were. 

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

i n v o l v e d i n t h i s A p p l i c a t i o n ? 

A. Yes, I am. 

MR. BRUCE: Mr. Examiner, I tender Mr. Hayes 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. Bruce) Mr. Hayes, would you i d e n t i f y 

your E x h i b i t 6 and discuss the primary zone of i n t e r e s t i n 
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the proposed well? 

A. E x h i b i t Number 6 i s a s t r u c t u r e map on the top of 

the Morrow. The primary zone of i n t e r e s t i s the lower 

Morrow, as I ' l l i d e n t i f y on a cross-section here on E x h i b i t 

8. 

This map i s a l i t t l e b i t busy, but what I'm 

t r y i n g t o show here i s t h a t the s t i p p l e d area i s a Santa Fe 

Energy leasehold, or t o some extent. The f i l l e d - i n red 

c i r c l e s are Morrow producers i n the area. The f i l l e d - i n 

red square i s the proposed l o c a t i o n i n the southwest 

q u a r t e r of Section 24. 

This i s a s t r u c t u r e map on the top of the Morrow, 

w i t h a contour i n t e r v a l of 50 f e e t . 

The blue hachured l i n e t h a t k i n d of runs through 

a p o r t i o n of the map i s the approximate o u t l i n e of potash. 

And then t h a t area o f f t o the west i n Section 14 and 23, i n 

f a c t , t h a t ' s a c t u a l l y been mined out t o a l a r g e degree. 

I t ' s no longer a c t i v e , but i t ' s been mined out. 

Q. What about the Morrow w e l l s t h a t you have on t h i s 

map? What's the s t a t u s of those wells? Are they 

commercial? 

A. I t ' s — Generally, no. I ' l l k i n d of go through 

running a l i t t l e b i t of the d e t a i l s . 

I n Section 13, t h a t ' s e s s e n t i a l l y a noncommercial 

Morrow w e l l w i t h very l i t t l e — any k i n d of zones uphole. 
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I t ' s c u r r e n t l y producing about 150 t o perhaps 175 MCF a day 

from the Morrow. I t ' s made less than 100 m i l l i o n cubic 

f e e t of gas, and i t ' s l i k e l y t o be noncommercial, i n the 

Morrow c e r t a i n l y , and probably a l l other zones when we're 

done w i t h i t . 

Up i n Section 18, t h a t w e l l has made 

approximately 380 m i l l i o n out of the Morrow, and i s 

e s s e n t i a l l y done, so i t ' s been plugged back t o the Bone 

Spring. I t ' s made about 12,000 b a r r e l s out of the Bone 

Spring. 

The w e l l i n Section 19 i n the northeast q u a r t e r 

has made about 42 m i l l i o n cubic f e e t of gas out of the 

Morrow. 

The w e l l s i n Section 30 are — I'm going t o have 

one of those w e l l s — The west-half w e l l on the cross-

s e c t i o n has some of the d e t a i l s on i t , but t h a t w e l l was 

o r i g i n a l l y completed n the Wolfcamp. I t made a p r e t t y good 

Wolfcamp zone, but then they went back down i n t o the Morrow 

a f t e r t h a t . And the Morrow, as I understand — t h i s i s 

b a s i c a l l y v e r b a l conversation w i t h a g e o l o g i s t from Penwell 

Energy — i t ' s e s s e n t i a l l y noncommercial i n the Morrow. 

They h i t both the lower and middle Morrow, and i t r e a l l y 

i s n ' t going t o do much of anything. I don't know the exact 

d e t a i l s of t h a t , however. 

And then the w e l l i n the east h a l f of 3 0 looks 
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l i k e probably i t ' s got the best shot of being the only 

commercial w e l l i n the Morrow. My understanding i s , i t ' s 

completed i n the middle Morrow. And I don't know the 

pr e c i s e r a t e s , I don't know the d e t a i l s . I was t o l d i t was 

completed i n the Middle Morrow, but the d e t a i l s have not 

been released by Penwell Energy. 

So e s s e n t i a l l y f o u r out of the f i v e completions 

here i n the Morrow are noncommercial, extremely commercial. 

Q. And what about a l l of the o i l w e l l s marked on 

here? What, roughly, are those? 

A. Most of the shallow ones you see i n 25, 26, are 

Yates-Seven Rivers-Queen w e l l s . As you get up towards the 

northeast, those are Bone Spring w e l l s , and the same as — 

i n Section 30, those are mostly shallower w e l l s , above 

4100, which we're p o o l i n g here. 

Q. Okay, l e t ' s move on t o your E x h i b i t 7. What i s 

t h a t ? 

A. E x h i b i t 7 i s an isopach of the lower Morrow. The 

contour i n t e r v a l here i s ten f e e t . 

E s s e n t i a l l y what I'm showing here i s a n o r t h -

south channel, centered i n the west h a l f of Sections 24 and 

25. The open c i r c l e s show Morrow c o n t r o l . 

As one can see from examining t h i s map, th e r e 

i s n ' t r e a l l y a l o t of Morrow — lower Morrow sand coming 

through here. The zone i s p r o j e c t e d i n , as much as 
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anything, from the south, based on some r e g i o n a l mapping. 

The two w e l l s t h a t I ' l l show on the cr o s s - s e c t i o n 

r e a l l y — we f e e l they're k i n d of a gla n c i n g blow i n the 

lower Morrow. They've grazed i t , but r e a l l y d i d n ' t h i t 

what we're e s s e n t i a l l y chasing a f t e r here. 

We expect t o encounter 30-plus f e e t , based on 

t h i s map, and i f we get those k i n d of reserves draped over 

t h a t nose th e r e , we can get some commercial p r o d u c t i o n , i s 

r e a l l y what we're chasing i n the r e . 

Q. Why don't you move on t o your c r o s s - s e c t i o n and 

describe what t h a t shows f o r the Examiner? 

A. E x h i b i t 8 i s a two-well c r o s s - s e c t i o n , 

s t r a t i g r a p h i c cross-section, hung on the Morrow e l a s t i c s 

f o r the datum. I t b a s i c a l l y runs southeast t o northwest, 

showing the two c l o s e s t w e l l s t o the proposed l o c a t i o n . 

You can see the r e r e a l l y i s n ' t a l o t of c o n t r o l i n the 

area. These are de n s i t y neutron logs. 

The Enron w e l l i s the one t o the l e f t , i n the 

northwest. And again, you can see down t h e r e , i t was 

completed f a i r l y r e c e n t l y , i t has some of the r a t e s t h a t 

i t ' s done. I t had some DSTs i n some upper zones t h a t 

r e a l l y are — r e a l l y — they got some shows c f o i l , but 

they don't r e a l l y look l i k e a l l t h a t good a zone, r e a l l y . 

I don't t h i n k they're going t o be commercial i n those zones 

e i t h e r . 
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And then the second w e l l i s — The w e l l t o the 

r i g h t i s i n the southeast. I t ' s the Penwell Shugart 3 0 

Federal Number 1. 

What I'm showing on here, as much as anything, i s 

j u s t t o show the c o r r e l a t i o n of the i n t e r v a l s t h a t I'm 

mapping on. The isopach map i s the lower Morrow. You can 

see there's a couple of t h i n , p o o r l y developed sands i n the 

Penwell Energy West Shugart 30. 

As I s t a t e d e a r l i e r , I t h i n k t h a t cur channel i s 

r e a l l y running west of t h i s w e l l , and they've got k i n d of a 

g l a n c i n g blow of the lower Morrow t h e r e . 

And as I s t a t e d before, as f a r as I understand, 

t h a t w e l l has been completed i n both the lower and middle 

Morrow, but I do not know the d e t a i l s . I mean, I know t h a t 

— from t a l k i n g t o the g e o l o g i s t a t Penwell, i t has been 

completed i n the lower Morrow. He d i d not apprise me of 

the i n t e r v a l s , but I can assume t h a t i t ' s b a s i c a l l y those 

t h r e e sands t h a t are b a s i c a l l y h i g h l i g h t e d on the Morrow. 

Q. And Penwell has j u s t done t h a t f a i r l y r e c e n t l y ? 

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

Q. Okay. Are there any secondary o b j e c t i v e s t h a t 

you might look f o r i n t h i s well? 

A. C e r t a i n l y we'd — I would expect t c run i n t o some 

middle Morrow i n here. I t h i n k there's a good chance of 

h i t t i n g some middle Morrow sands. I n f a c t , I've i d e n t i f i e d 
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a few up i n the middle Morrow e l a s t i c s . And the ones I've 

colored i n , i n f a c t , Enron has completed i n the middle 

Morrow. 

I t tends t o be less commercial, tends t o have 

lower r a t e s of d e l i v e r a b i l i t y and reserves, and I c e r t a i n l y 

wouldn't complain i f we ran i n t o i t . But yes, the middle 

Morrow i s a p o s s i b i l i t y . 

The Atoka i n here can be very good, I k i n d of 

don't t h i n k we've got a l l t h a t good a shot i n the Atoka, 

p e r s o n a l l y , but again we pay a t t e n t i o n f o r something l i k e 

t h a t . 

And then i n the Strawn i n the area, very 

d i f f i c u l t t o p r e d i c t , but i t does produce commercially 

approximately f o u r t o f i v e miles t o the south and west of 

here. So i t would be another v i a b l e p o s s i b i l i t y . 

I don't c a r r y the cross-section up as f a r as the 

Wolfcamp, but a Wolfcamp zone i s c e r t a i n l y v i a b l e . They're 

producing from the Wolfcamp over i n Section 3 0. I would — 

I t ' s a d i f f i c u l t zone t o map, but i t ' s c e r t a i n l y something 

t h a t could p o s s i b l y pay i n here. And as has been shown 

before, the Bone Spring does pay through here t o o , both i n 

the carbonates and the sands of the Bone Spring. 

Q. I n your o p i n i o n , what penalty should be assessed 

against any i n t e r e s t owner who goes nonconsent i n t h i s 

w e l l ? 
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A. Two-hundred-percent. As can be seen from some of 

the p r o d u c t i o n i n through here, i t ' s a f a i r l y r i s k y area, 

and even some of the plug-back zones r e a l l y haven't done a 

l o t t o make commercial production. So i t ' s a p r e t t y h i g h 

r i s k w e l l , and you can see from the l i m i t e d c o n t r o l i t ' s — 

we're t a k i n g a f a i r amount of r i s k . 

Q. Were E x h i b i t s 6 through 8 prepared by you or 

under your d i r e c t i o n ? 

A. Yes, they were. 

Q. And i n your opinion, i s the g r a n t i n g of Santa 

Fe'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 

prev e n t i o n of waste? 

A. Yes. 

MR. BRUCE: Mr. Examiner, I ' d submit t o the 

record Santa Fe's E x h i b i t s 6 through 8. 

EXAMINER CATANACH: E x h i b i t s 6 through 8 w i l l be 

admitted as evidence. 

I have no questions f o r the witness. You may be 

excused. 

MR. BRUCE: I have nothing f u r t h e r i n t h i s 

matter, Mr. Examiner. 

EXAMINER CATANACH: Mr. Bruce, we're s t i l l 

concerned about the short time p e r i o d on t h i s case. How 

would your — how would t h i s case be a f f e c t e d i f we 

continued i t f o r a month? 

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 

2_4 

MR. BRUCE: Well, p a r t of the problem — I f 

you're going t o continue i t , I would p r e f e r i t f o r two 

weeks, and then i f necessary f o r two weeks so we could get 

an update on what the status i s . 

But obviously, once the order comes out, Mr. 

Smith w i l l need t o send out the n o t i c e and e l e c t i o n l e t t e r 

and give the p a r t i e s 3 0 days. And so t h a t i s also a 

concern t o us. 

EXAMINER CATANACH: I f we have an order out — 

The f o u r weeks' continuance would put i t a t May 28th, and 

i f we had an order out s h o r t l y a f t e r t h a t , or on May 28th, 

t h a t would s t i l l give you approximately two weeks before 

you had t o spud the w e l l ; i s t h a t about r i g h t ? 

MR. BRUCE: I f we could get i t out by the end of 

the month, I don't have a problem w i t h t h a t , because 

obviously the w e l l i s not going t o be t o TD by the end of 

the 3 0-day e l e c t i o n p e r i o d . That's my main concern. 

EXAMINER CATANACH: I ' l l t e l l you what w e ' l l do. 

Let's continue t h i s case f o r two weeks, and i n two weeks 

can you give us an update on the s t a t u s of who was signed 

up and — 

MR. BRUCE: I ' l l get a l e t t e r from Mr. Smith and 

submit i t i n t o the record f o r what the s t a t u s of — who has 

signed up and who has not — 

EXAMINER CATANACH: At t h a t time — 
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MR. BRUCE: — who i s — 

EXAMINER CATANACH: Yeah, a t t h a t time w e ' l l make 

a determination whether t o take i t under advisement or 

continue i t f o r two weeks. So I suggest, you know, i n the 

next two weeks you t r y and get everybody signed up t h a t you 

can and t r y and work i t out. 

So w i t h t h a t , w e ' l l go ahead and continue i t f o r 

two weeks. 

(Thereupon, these proceedings were concluded a t 

9:10 a.m.) 

* * * 

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



26 

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 attorneys involved 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 1st, 1998. 

STEVEN T. BRENNER 
CCR No. 7 

My commission expires: October 14, 1998 

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


