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STATE OF NEW MEXICO 
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I N D E X 
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Redirect Examination by Mr. Bruce 16 
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SFE E x h i b i t Four, S t r u c t u r e Map 11 
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MR. STOGNER: C a l l next Case 

Number 9 046. 

MR. TAYLOR: The a p p l i c a t i o n of 

Santa Fe Energy Operating Partners, L.P., f o r compulsory 

p o o l i n g , Lea County, New Mexico. 

MR. STOGNER: C a l l f o r 

appearances. 

MR. BRUCE: Mr. Examiner, my 

name i s Jim Bruce, representing the a p p l i c a n t and I have two 

witnesses, one of whom was p r e v i o u s l y sworn. 

MR. STOGNER: Which one? 

MR. BRUCE: Mr. Anderson. 

MR. STOGNER: Okay, l e t the 

record show t h a t Mr. Anderson has been p r e v i o u s l y sworn and 

his q u a l i f i c a t i o n s were accepted a t t h a t time. 

Are there any other 

appearances? 

W i l l the remaining witness 

please stand a t t h i s time and be sworn. 

(Witness sworn.) 

MR. STOGNER: Please continue, 

Mr. Bruce. 
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PATRICK J. TOWER, 

being c a l l e d as a witness and being duly sworn upon h i s 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q Mr. Tower, would you please s t a t e your 

f u l l name and your c i t y of residence? 

A I t ' s P a t r i c k Tower and I l i v e i n Midland, 

Texas. 

Q And who i s your employer and what i s your 

occupation? 

A I'm a petroleum landman w i t h Santa Energy 

Company; Santa Fe Energy Operating Partners, L.P. 

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

OCD as an expert and as a petroleum landman? 

A Yes, I have. 

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

t e r s i n v o lved i n t h i s case? 

A Yes, I am. 

MR. BRUCE: Mr. Examiner, are 

the witness' c r e d e n t i a l s acceptable? 

MR. STOGNER: Mr. Tower's cr e ­

d e n t i a l s are acceptable. 
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Mr. Tower, are you any k i n to 

Senator John Tower? 

A I n d i r e c t l y down the l i n e but we're not 

best f r i e n d s . 

MR. STOGNER: Well good, i t ' s 

not going t o help you here i n New Mexico, e i t h e r way. 

Mr. Bruce, you may proceed. 

Q Mr. Tower, would you please s t a t e what 

Santa Fe Energy seeks by i t s a p p l i c a t i o n ? 

A Okay. Santa Fe Energy Operating Part­

ners, L.P., seeks an order p o o l i n g a l l mineral i n t e r e s t s 

from 4825 f e e t beneath the surface t o the base of the Bone 

Spring formation at an approximate depth of 9700 f e e t , un­

d e r l y i n g the southeast quarter of the northwest quarter of 

Section 26, Township 18 South, Range 32 East, i n Lea County, 

New Mexico, w i t h the southeast quarter of the northeast 

quarter t o be dedicated t o a w e l l a t a standard l o c a t i o n . 

Santa Fe also requests c o n s i d e r a t i o n of 

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

t i o n of the costs t h e r e o f , as w e l l as a c t u a l operating costs 

and charges f o r s u p e r v i s i o n . 

Santa Fe requests t h a t i t be named w e l l 

operator and a charge f o r the r i s k involved i n d r i l l i n g the 

w e l l be assessed against the noncensenting owner. 

Q W i l l you please r e f e r to E x h i b i t Number 
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One, describe i t s contents and also the i n t e r e s t owners i n 

the proposed u n i t ? 

A Okay. E x h i b i t One i s a land p l a t w i t h 

the yellow o u t l i n e i n d i c a t i n g the p r o r a t i o n u n i t f o r the 

S p r i n k l e Federal No. 4. 

The working i n t e r e s t ownership involved 

there includes Santa Fe, TXO Production Corporation, Frank 

Shogrin, PetroAtlas Corporation, J. C e c i l Rhodes, Lewis Bur­

leson, and O. H. Berry. 

Q Has Santa Fe madea good f a i t h e f f o r t t o 

get these p a r t i e s t o commit t h e i r i n t e r e s t t o the well? 

A Yes, we have. 

Q And which p a r t i e s do you seek t o f o r c e 

pool ? 

A At t h i s time we're going t o name TXO Pro­

duction Corporation, w e l l , a l l the p a r t i e s t h a t we named 

pr e v i o u s l y . 

Q I n other words, no formal agreements have 

been signed w i t h any of these — 

A Not at t h i s time, no. 

Q Was n o t i c e of t h i s hearing sent by c e r t i ­

f i e d mail t o the i n t e r e s t e d p a r t i e s ? 

A Yes, i t was. 

Q And i s t h a t submitted as E x h i b i t Number 

Two? 



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 

A Yes, i t i s . 

Q Would you please r e f e r t o E x h i b i t Number 

Three and discuss the p r o j e c t e d w e l l costs? 

A E x h i b i t Three i s our o r i g i n a l proposal 

l e t t e r to the other working i n t e r e s t owners. Attached to i t 

as the back page i s the w e l l cost estimate, which prescribes 

an estimated dry hole cost of $255,962 and an estimate i f we 

d r i l l a producer of $509,297. 

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

Bone Spring w e l l s d r i l l e d i n t h i s area? 

A Yes. 

Q And what charges f o r supervision do you 

request? 

A We would request a d r i l l i n g w e l l r a t e of 

$4100 and a producing w e l l r a t e of $410. 

Q What penalty does Santa Fe seek against 

the nonconsenting owners? 

A We seek the 200 percent. 

Q I s t h i s a f i g u r e commonly used i n Santa 

Fe's operating agreements i n southeastern New Mexico? 

A Yes, i t i s . 

Q Were E x h i b i t s One, Two, and Three pre­

pared by you or under your d i r e c t i o n ? 

A Yes, they were. 

Q And i n your o p i n i o n w i l l g r a n t i n g of t h i s 
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a p p l i c a t i o n be i n the i n t e r e s t of conservation and the pre­

vention of waste? 

A Yes, i t w i l l . 

MR. BRUCE: Mr. Examiner, a t 

t h i s time I move the admission of E x h i b i t s One through 

Three. 

MR. STOGNER: E x h i b i t s One 

through Three w i l l be admitted i n t o evidence. 

MR. BRUCE: And I have no f u r ­

ther questions of the witness a t t h i s time. 

CROSS EXAMINATION 

BY MR. STOGNER: 

Q Mr. Tower, what mineral i n t e r e s t s are we 

here today t o consider, from what — 

A From what depths? 

Q Yeah. 

A From 4825 f e e t beneath the surface t o the 

base of the Bone Spring, which i s estimated t o be approxi­

mately 9700 f e e t . 

Q My advertisement showed from the surface 

t o the base of the Bone Spring; however, t h i s amendment 

won't a f f e c t t h a t since we adve r t i s e d f o r more — 

A Okay. 

Q — than what we're asking f o r . Mr. 
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Tower, could you b r i e f l y k i n d of walk me through what was 

going on w i t h t h i s p a r t i c u l a r piece of property when Santa 

Fe Energy acquired i t ? 

A Yes. We e a r l i e r i n t h i s year, a p p r o x i ­

mately March, A p r i l , May, acquired Joseph Sprinkle's i n t e r ­

est i n the lease involved i n t h i s hearing, i n c l u d i n g t h i s 

w e l l and also several of the other w e l l s i n t h i s area. 

At the time we acquired i t Joseph 

Sprinkle had been force pooled, was under a forced pooling 

order t h a t I b e l i e v e they f i l e d de novo, and we took h i s po­

s i t i o n and were subject t o the forced pooling and re q u i r e d 

to make an e l e c t i o n s h o r t l y a f t e r we acquired the property. 

We agreed w i t h TXO, who was the operator 

at t h a t time, t h a t we would waive — we would j o i n the w e l l 

and t h a t we p r e f e r r e d t o go on an operating agreement and do 

away - i n s o f a r as the hearing was concerned. They agreed and 

we mutually entered i n t o a j o i n o p e rating agreement. 

They extended, they had some farmouts and 

also extended t h a t p o o l i n g i n s o f a r as i t concerned some of 

these other working i n t e r s t owners u n t i l October 7th of t h i s 

year, and a t t h a t time, or s h o r t l y t h e r e a f t e r , they advised 

us t h a t they d i d not plan t o continue w i t h the w e l l . 

We had also granted them an extension on 

the operating agreement and, as we have advised them, and as 

i t was the plans of the other p a r t i e s t o d r i l l i t t h i s year, 
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we decided t o go ahead and proceed and t r y t o get t h a t ac­

complished. 

Q So Santa Fe and TXO and e s s e n t i a l l y 

everybody was the n o t i f i c a t i o n t h a t something was going t o 

be done or d r i l l e d on there — 

A Probably since January of t h i s year. 

Q Okay. 

MR. STOGNER: I have no f u r t h e r 

questions of Mr. Tower. 

Are there any other questions 

of t h i s witness? 

He may be excused. 

Mr. Bruce. 

MR. BRUCE: Mr. Anderson has 

been p r e v i o u s l y sworn and q u a l i f i e d . 

MR. STOGNER: Let the record so 

show. 

CURTIS ANDERSON, 

being c a l l e d as a witness and being p r e v i o u s l y sworn upon 

hi s oath, and remaining under oath, t e s t i f i e d as f o l l o w s , 

t o - w i t : 
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DIRECT EXAMINATION 

BY MR. BRUCE: 

Q Mr. Anderson, would you r e f e r to Santa 

Fe's E x h i b i t Number Four and discuss the geology i n t h i s 

area? 

A This i s a s t r u c t u r e map on a marker 

w i t h i n the F i r s t Bone Springs formation. This marker i s im­

mediately above the main pay zone of the Querecho Plains Up­

per Bone Springs F i e l d . 

I t i s a t a scale of one inch equals 1000 

f e e t . The proposed No. 4 Sp r i n k l e i s i n d i c a t e d i n the red 

square. 

Q Do you have an op i n i o n as t o a penalty 

which should be assessed against nonconsenting i n t e r e s t own­

ers i n t h i s case? 

A Yes. I t h i n k we ought -- the requested 

200 percent penalty. 

Q And what do you base t h i s on, Mr. Ander­

son? 

A This — t h i s map, of course, shows the 

green colored w e l l s , i n t h i s case the medium green i s our 

w e l l s t h a t are producing from the main pay sand w i t h i n t h i s 

f i e l d . You can see t h a t our proposed l o c a t i o n i s w e l l w i t h ­

i n the l i m i t s of the f i e l d , y et o f f s e t s a w e l l which i s the 
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No. 1 — No. 3 S p r i n k l e . I t i s an immediate west o f f s e t . 

This i s a good w e l l f o r the f i e l d . I t ' s producing a t a 

reasonable r a t e . 

The w e l l immediately to the east i s a 

w e l l completed i n 4-86. I t i s the No. 3 Burleson, d r i l l e d 

by TXO. I t i s a very marginal producer. 

As i s the case i n many of these w e l l s , 

they also produce a l o t of water w i t h — w i t h the o i l t h a t 

they do produce. 

I t h i n k the r i s k involves the e l u s i v e 

nature of d i f f e r e n t sand t h a t we're looking f o r i n t h i s — 

i n t h i s f i e l d . 

Q Was E x h i b i t Four prepared by you? 

A Yes. 

Q And i n your opini o n w i l l the g r a n t i n g of 

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

prevention of waste? 

A Yes, I do. 

MR. BRUCE: I have — move the 

admission of E x h i b i t Number Four, Mr. Examiner. 

MR. STOGNER: E x h i b i t Number 

Four w i l l be admitted i n t o evidence. 

MR. BRUCE: I have no f u r t h e r 

questions of the witness a t t h i s time. 
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CROSS EXAMINATION 

BY MR. STOGNER: 

Q Mr. Anderson, you seem to be o f f s e t t i n g 

producing w e l l s on almost a l l sides except f o r perhaps the 

southwest quarter of t h i s p a r t i c u l a r w e l l . 

Did you take t h a t i n t o account whenever 

you were t h i n k i n g about asking f o r the 200 percent r i s k pen­

a l t y ? 

A Yes, s i r . Again, I t r y t o r e f e r to the 

two w e l l s located on e i t h e r side of the proposed l o c a t i o n 

t h a t were completed i n the same month of t h i s year, and the 

production i n f o r m a t i o n t h a t ' s w r i t t e n by those, you n o t i c e 

on top the date 4-86, t h a t ' s the completion date. 

The number underneath t h a t date i s the 

cumulative production and t h a t i n t h i s case i s t o the date 

of 7-1-86, and you can see t h a t the w e l l t o the west has 

produced considerably more o i l than the w e l l t o the east and 

i n general t h i s i s what we're encountering i n t h i s p a r t i c u ­

l a r Bone Spring f o r m a t i o n . I t ' s r e a l l y d i f f i c u l t t o p r e d i c t 

from one l o c a t i o n t o the next whether you're going to get a 

w e l l t h a t — t h a t i s commercial or i s going t o be marginal. 

Q Are those two w e l l s t h a t you r e f e r r e d t o , 

the S p r i n k l e No. 3 and then the w e l l immediately to the 

east, are they on pump? 
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A Those two w e l l s , the No. 3 Sprinkle i s a 

f l o w i n g w e l l and the No. 3 Burleson, which i s the w e l l t o 

the east, i s on pump. 

Approximately h a l f of the w e l l s i n the 

f i e l d are on pump. 

Q How about the w e l l to the south, the one 

t h a t ' s completed i n the Second Bone Springs production? 

What i t tes t e d i n the F i r s t Bone Springs? 

A That w e l l was t e s t e d i n the F i r s t Bone 

Spring i n t h i s f i e l d pay. The production t e s t s i n d i c a t e d 

more water production than o i l production, an unbalanced 

amount. I t would j u s t — i t would j u s t r e q u i r e too much of 

disposing of t h i s water to make i t a commercial w e l l . So 

they d i d complete i n the lower i n t e r v a l i n the Second Bone 

Spring Sand. 

Q How are these w e l l s u s u a l l y completed as 

f a r as s t i m u l a t i o n techniques? 

A Okay, they are, of course, d r i l l e d . They 

don't set any intermediate casing. They set the surface 

pipe, d r i l l down, set t h e i r casing, p e r f o r a t e , and i n order 

to e s t a b l i s h production i t r e q u i r e s a sand f r a c . 

Q Has Santa Fe D r i l l i n g — I'm sorry 

Santa Fe Energy d r i l l e d any w e l l s w i t h i n t h i s p a r t i c u l a r 

area or t h i s p a r t i c u l a r pool? 

A We have not operated any of these w e l l s . 
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Q Are you aware of any unique d r i l l i n g 

problems, s i t u a t i o n s t h a t one encounters d r i l l i n g to t h i s 

depth? 

A R e l a t i v e l y t r o u b l e - f r e e area as f a r as 

d r i l l i n g problems. 

Q I'm going to touch on t h a t dry hole w e l l 

— t h a t dry hole, which i s shown t o be i n the — oh, i t 

shows t o be i n the southwest of your proposed w e l l . 

A Yes, s i r . 

Q I t ' s j u s t due south of the Sprinkle No. 

3. 

A Yes, s i r . 

Q Could you t e l l me about t h a t w e l l ? 

A This was a Queen formation t e s t and i t 

d i d not reach the o b j e c t i v e of t h i s — of t h i s proposed l o ­

c a t i o n . 

And t h a t j u s t means t h a t i t was shallower 

than — t h a t what — the depth we're going t o . 

A l l the deep c o n t r o l t h a t w e l l s t h a t have 

penetrated our proposed formation have been c i r c l e d on t h i s 

map. 

The r e s t of them are a l l shallow pro­

ducers or dry holes. 

Q Mr. Anderson, d i d you have anything t o do 

w i t h the o r i g i n a l compulsory p o o l i n g orders or cases back 
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c u l a r area? 

A No, s i r . 

MR. ANDERSON: I have no 

f u r t h e r questions of Mr. Anderson. 

MR. BRUCE: I have one. 

REDIRECT EXAMINATION 

BY MR. BRUCE: 

Q Mr. Anderson, i n the previous forced 

pooling case do you r e c a l l what the penalty, the r i s k 

penalty was i n the order? 

A 180 percent. 

MR. BRUCE: Nothing f u r t h e r , 

Mr. Examiner. 

MR. STOGNER: That brings — 

t h a t was 180 percent and do you have t h a t order number? 

MR. BRUCE: Just a second and 

I ' l l get i t f o r you. 

MR. TOWER: I be l i e v e i t ' s 

8783, or excuse me, Case No. 8783, Order No. R-8136-A. 

MR. STOGNER: Thank you, Mr. 

Tower. 

Mr. Bruce, do you have anything 

f u r t h e r i n t h i s ? 
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MR. BRUCE: No, s i r . 

MR. STOGNER: We accepted 

E x h i b i t Number Four, d i d n ' t we? 

I f I haven't done so, Mr. 

Anderson may step down and Case Number 9046 w i l l be taken 

under advisement. 

(Hearing concluded.) 



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 

18 

C E R T I F I C A T E 

I , SALLY W. BOYD, C.S.R., DO HEREBY 

CERTIFY t h a t the foregoing T r a n s c r i p t of Hearing before the 

O i l Conservation D i v i s i o n (Commission) was reported by me; 

t h a t the said t r a n s c r i p t i s a f u l l , t r u e , and c o r r e c t record 

of the hearing, prepared by me t o the best of my a b i l i t y . 

I do herebv ea< >:f' that the foregoing ts 
a compleie record ofthe proceadings in 
the Examiner hearina o f Case No. f/Mtf'. 
heard by me fltyz? /U,„J,^ 19 

Examiner 
Oil Conservation Division 


