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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: ) CASE NO. 10836 

APPLICATION OF SANTA FE ENERGY 
OPERATING PARTNERS, L.P. 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: D a v i d R. Catanach, H e a r i n g Examiner 

October 7, 1993 

Santa Fe, New Mexico 

T h i s m a t t e r came on f o r h e a r i n g b e f o r e t h e 

O i l C o n s e r v a t i o n D i v i s i o n on October 7, 1993, a t 

Morgan H a l l , S t a t e Land O f f i c e B u i l d i n g , 310 Old Santa 

Fe T r a i l , Santa Fe, New Mexico, b e f o r e Deborah O'Bine, 

RPR, C e r t i f i e d C o u r t R e p o r t e r No. 63, f o r t h e S t a t e of 

New Mexico. 

ORIGINAL 
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I N D E X 

O c t o b e r 7, 1993 
E x a m i n e r H e a r i n g 
CASE NO. 10836 

APPEARANCES 
PAGE 

3 

SANTA FE ENERGY OPERATING PARTNERS WITNESSES 

CURTIS SMITH 
E x a m i n a t i o n by Mr. B r u c e 
E x a m i n a t i o n by Mr. S t o v a l l 
E x a m i n a t i o n by E x a m i n e r C a t a n a c h 

4 
7 
7 

GENE DAVIS 
E x a m i n a t i o n by Mr. B r u c e 

REPORTER'S CERTIFICATE 

8 

14 

E X H I B I T S 

I D ADMTD 
E x h i b i t 1 
E x h i b i t 2 
E x h i b i t 3 
E x h i b i t 4 
E x h i b i t 5 

5 
6 
6 

10 
11 

6 
6 
6 

13 
13 
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A P P E A R A N C E S 

FOR THE DIVISION: ROBERT G. STOVALL, ESQ. 
General Counsel 
O i l C o n s e r v a t i o n Commission 
S t a t e Land O f f i c e B u i l d i n g 
310 Old Santa Fe T r a i l 
Santa Fe, New Mexico 87501 

FOR THE APPLICANT: HINKLE, COX, EATON, COFFIELD 
& HENSLEY 

P.O. Box 2068 
Santa Fe, New Mexico 87504 
BY: JAMES G. BRUCE, ESQ. 
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EXAMINER CATANACH: We're g o i n g t o go a 

l i t t l e b i t o u t o f o r d e r . We've g o t a G i a n t case 

t h a t ' s opposed t h a t w i l l be moved t o t h e back o f t h e 

d o c k e t . W e ' l l c a l l t h e n e x t case a f t e r t h a t w h i c h i s 

1083 6. 

MR. STOVALL: A p p l i c a t i o n o f Santa Fe 

Energy O p e r a t i n g P a r t n e r s L.P. f o r an u n o r t h o d o x o i l 

w e l l l o c a t i o n , Lea County, New Mexico. 

EXAMINER CATANACH: Are t h e r e appearances 

i n t h i s case? 

MR. BRUCE: Mr. Examiner, Jim Bruce f r o m 

t h e H i n k l e law f i r m i n Santa Fe r e p r e s e n t i n g t h e 

A p p l i c a n t . I have two w i t n e s s e s t o be sworn. 

EXAMINER CATANACH: A d d i t i o n a l 

appearances? W i l l t h e w i t n e s s e s p l e a s e s t a n d t o be 

sworn i n ? 

(Wi t n e s s e s sworn. ) 

CURTIS SMITH, 

t h e w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t d u l y sworn 

upon h i s o a t h , was examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. BRUCE: 

Q. Would you p l e a s e s t a t e y o u r name f o r t h e 

r e c o r d . 

A. My name i s C u r t i s S m i t h . 
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Q. Who do you work f o r and i n what c a p a c i t y ? 

A. Santa Fe Energy as a landman. 

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

D i v i s i o n ? 

A. Yes, I have. 

Q. Were your c r e d e n t i a l s as a landman a c c e p t e d 

as a m a t t e r o f r e c o r d ? 

A. Yes, t h e y were. 

Q. Are you f a m i l i a r w i t h t h e l a n d m a t t e r s 

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

A . Yes, I am. 

MR. BRUCE: Mr. Examiner, I t e n d e r Mr. 

Smith as an e x p e r t p e t r o l e u m landman. 

EXAMINER CATANACH: Mr. Smith i s so 

q u a l i f i e d . 

Q. (BY MR. BRUCE) B r i e f l y , Mr. Sm i t h , what 

does Santa Fe seek i n t h i s case? 

A. Santa Fe seeks an o r d e r a p p r o v i n g an 

u n o r t h o d o x l o c a t i o n f o r t h e Kachina "5" Fed No. 5 t o 

be l o c a t e d a t 660 f e e t f r o m t h e s o u t h l i n e , 990 f e e t 

f r o m t h e west l i n e o f S e c t i o n 5, Township 18 South, 

Range 33 East. 

Q. R e f e r r i n g t o E x h i b i t 1, c o u l d you i d e n t i f y 

t h a t f o r t h e examiner? 

A. T h i s i s a l a n d p l a t . I t shows t h e 
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o f f s e t t i n g o p e r a t o r s . Santa Fe Energy i s t h e 

o f f s e t t i n g o p e r a t o r t o t h e s o u t h , t h e n o r t h h a l f o f 

S e c t i o n 8 and t h e n o r t h h a l f o f S e c t i o n 7 t o t h e 

s o u t h w e s t , and Harvey E. Yates Company i s t h e 

o f f s e t t i n g o p e r a t o r t o t h e west, b e i n g t h e s o u t h h a l f 

o f t h e s o u t h e a s t q u a r t e r o f S e c t i o n 6. 

Q. And t h e o f f s e t o p e r a t o r s a r e l i s t e d on 

E x h i b i t 2? 

A. Yes, t h e y a r e . 

Q. Was Harvey E. Yates Company n o t i f i e d o f 

t h i s a p p l i c a t i o n ? 

A. Yes, t h e y were. I r e f e r t o E x h i b i t 3, my 

a f f i d a v i t , w i t h t h e l e t t e r s a t t a c h e d -- l e t t e r 

a t t a c h e d . 

Q. Were E x h i b i t s 1 t h r o u g h 3 p r e p a r e d by you 

or under y o u r d i r e c t i o n ? 

A. Yes, t h e y were. 

Q. I n yo u r o p i n i o n , i s t h e g r a n t i n g o f 

a p p l i c a t i o n i n t h e i n t e r e s t o f c o n s e r v a t i o n and t h e 

p r e v e n t i o n o f waste? 

A. Yes, i t i s . 

MR. BRUCE: Mr. Examiner, I t e n d e r E x h i b i t s 

1 t h r o u g h 3. 

EXAMINER CATANACH: E x h i b i t s 1 t h r o u g h 3 

w i l l be a d m i t t e d as e v i d e n c e . 
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EXAMINATION 

BY MR. STOVALL: 

Q. Mr. Sm i t h , what i s t h e sour c e o f y o u r 

i n f o r m a t i o n f o r t h e i d e n t i f i c a t i o n o f t h e o f f s e t 

o p e r a t o r s ? 

A. The c o u n t y r e c o r d s . 

MR. STOVALL: Okay. T h a t ' s a l l I have. 

THE WITNESS: And a l s o , o f c o u r s e , our 

l e a s e f o l l o w s — S e c t i o n 5 i s a f a r m o u t we t o o k f r o m 

Oxy. S e c t i o n 8 i s a l e a s e t h a t we own. S e c t i o n 7 i s 

a f a r m o u t we have f r o m Amoco where we're t h e o p e r a t o r 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. You've g o t a l l o f S e c t i o n 5? 

A. Th a t ' s c o r r e c t — w e l l , w i t h t h e e x c e p t i o n 

o f l o t s 3 and 4. 

Q. And t h e n o r t h h a l f o f S e c t i o n 8? 

A. Th a t ' s c o r r e c t , a l l o f t h e n o r t h h a l f o f 

S e c t i o n 8. 

Q. And S e c t i o n 7? 

A. T h a t ' s c o r r e c t . 

Q. A l l o f S e c t i o n 7? 

A. A l l o f S e c t i o n 7. We have a f a r m o u t f r o m 

Amoco. 

Q. And i n S e c t i o n 6, what's t h e s i t u a t i o n 
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t h e r e ? 

A. There i s a Harvey E. Yates w e l l l o c a t e d i n 

t h e s o u t h w e s t o f t h e s o u t h e a s t , and our r e c o r d s 

i n d i c a t e t h a t t h e y have a l e a s e on t h e s o u t h e a s t 

s o u t h e a s t . 

Q. The u n o r t h o d o x l o c a t i o n i s a c t u a l l y moving 

f u r t h e r away f r o m t h a t o f f s e t acreage? 

A. T h a t ' s c o r r e c t . We had a r c h e o l o g i c a l 

p r o b l e m s . We had t o move t h e l o c a t i o n t w i c e , and we 

s e t t l e d on t h e 660 f r o m t h e s o u t h , 990 f r o m t h e west. 

And our g e o l o g i s t w i l l t e s t i f y as t o t h o s e r e a s o n s . 

Q. Harvey Yates was n o t i f i e d o f t h i s 

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

A. T h a t ' s c o r r e c t . 

EXAMINER CATANACH: Th a t ' s a l l I have. The 

w i t n e s s may be excused. 

MR. BRUCE: C a l l Mr. Da v i s t o t h e s t a n d 

GENE DAVIS, 

t h e w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t d u l y sworn 

upon h i s o a t h , was examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. BRUCE: 

Q. W i l l you p l e a s e s t a t e y o u r name f o r t h e 

r e c o r d . 

A. Gene D a v i s . 
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Q. Who do you work f o r ? 

A. I work f o r Santa Fe Energy. 

Q. And i n what c a p a c i t y ? 

A. I'm a 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 b e f o r e t h e 

D i v i s i o n as a g e o l o g i s t ? 

A. Yes, I have. 

Q. Were y o u r c r e d e n t i a l s a c c e p t e d as a m a t t e r 

o f r e c o r d ? 

A. Yes, t h e y were. 

Q. Are you f a m i l i a r w i t h t h e g e o l o g i c a l 

m a t t e r s 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. 

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

s o u t h e a s t New Mexico? 

A . Yes, i t does. 

MR. BRUCE: Mr. Examiner, I t e n d e r Mr. 

Davi s as an e x p e r t p e t r o l e u m g e o l o g i s t . 

EXAMINER CATANACH: Mr. Davis i s so 

qua 1 i f i e d . 

Q. (BY MR. BRUCE) Mr. D a v i s , what was t h e 

o r i g i n a l p r oposed l o c a t i o n f o r t h i s w e l l ? 

A. The o r i g i n a l p r oposed l o c a t i o n was a t 660 

f e e t f r o m t h e s o u t h l i n e and 660 f e e t f r o m t h e west 

l i n e o f S e c t i o n 5. 
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Q. R e f e r r i n g t o yo u r E x h i b i t 4, why was t h e 

l o c a t i o n moved? 

A. The l o c a t i o n was moved because o f an 

a r c h e o l o g i c a l s i t e t h a t was fo u n d t o be l o c a t e d w i t h i n 

c l o s e p r o x i m i t y t o t h a t l o c a t i o n . You can see by t h i s 

document, t h a t ' s what i t shows. 

Q. E x h i b i t 4 i s a copy o f t h e a r c h e o l o g i c a l 

r e p o r t ? 

A. Yes, i t i s . I f t h e examiner t u r n s t o t h e 

l a s t page o f t h a t , you w i l l see a p l a t t h a t shows t h e 

l o c a t i o n o f t h e o r i g i n a l w e l l l o c a t i o n w h i c h i s 

l a b e l e d A a t 660 and 660. And you w i l l a l s o see t h a t 

t h e r e i s an a r c h e o l o g i c a l s i t e as i n d i c a t e d as NMAS 

6059. I t ' s r o u g h l y a c i r c u l a r s i t e o f about 200 f o o t 

i n d i a m e t e r . 

And t h e n t h e r e i s a second l o c a t i o n , 

l o c a t i o n l e t t e r e d C, and t h a t i s t h e a l t e r n a t e 

l o c a t i o n t h a t has been d r i l l e d as t h e u n o r t h o d o x 

l o c a t i o n . The square t h a t i s around t h a t l o c a t i o n i s 

a 4 0 0 - f o o t d r i l l i n g pad. 

Q. There appears t o have been o t h e r 

a l t e r n a t i v e l o c a t i o n s t h a t m i g h t have been used. Why 

were no o t h e r l o c a t i o n s chosen? 

A. The o t h e r l o c a t i o n s were b a s i c a l l y t h a t we 

c o u l d have moved a number o f d i f f e r e n t l o c a t i o n s . I f 
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you w ould r e f e r t o E x h i b i t No. 5, t h a t i s an i s o p a c h 

map o f Wolfcamp AF, c l e a n c a r b o n a t e zone, w h i c h i s t h e 

t a r g e t f o r m a t i o n f o r t h e w e l l . 

We show you t h e p r o r a t i o n u n i t t h e r e , t h e 

80-acre p r o r a t i o n u n i t l o c a t e d i n t h e s o u t h w e s t 

q u a r t e r o f S e c t i o n 5. A g a i n , t h e r e i s l o c a t i o n A, 

whi c h i s t h e 660-660 l o c a t i o n . 

The o t h e r o r t h o d o x l o c a t i o n w ould have been 

l o c a t i o n B, wh i c h i s a t 1980 f r o m t h e west l i n e and 

660 f r o m t h e s o u t h . We d i d n o t choose t h a t l o c a t i o n 

because t h e f i e l d i s b e i n g d e v e l o p e d on 80-acre 

s p a c i n g . And t h e c u r r e n t b e l i e f e n g i n e e r i n g w i s e i s 

t h a t t h e s e w e l l s d r a i n more or l e s s 80 a c r e s . By 

moving t o l o c a t i o n B, we would have moved t o a 40-acre 

p a t t e r n , and we d i d n o t choose t o do t h a t . We f e l t 

t h a t was g e t t i n g t o o c l o s e t o o t h e r w e l l s t h a t were 

p r o d u c i n g f r o m t h e AF zone. 

I n o r d e r t o s t a y on p a t t e r n , we wanted t o 

d r i l l i n t h e s o u t h w e s t o f t h e s o u t h w e s t q u a r t e r , and 

we choose t h e l o c a t i o n a t C, w h i c h was a b e t t e r 

l o c a t i o n g e o l o g i c a l l y . We were moving t o w a r d s a 

t h i c k e n i n g o f t h e t a r g e t f o r m a t i o n . 

Q. I t ' s a b e t t e r l o c a t i o n t h a n moving west or 

s o u t h f r o m P o i n t A? 

A. Yes, i t i s . I n a d d i t i o n , i f we had chose 
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t o go t o t h e west or t o t h e s o u t h , we would have had a 

l e g a l l o c a t i o n t h a t would have been 100 f e e t o f f o f 

t h e l e a s e l i n e s , and t h a t would have been h i g h l y 

u n o r t h o d o x . We f e l t i t b e t t e r t o go t h e o t h e r 

d i r e c t i o n . We c o u l d have moved n o r t h , b u t we f e l t 

l i k e t h e l o c a t i o n a t C wh i c h was moving e a s t would 

g i v e us a l i t t l e b e t t e r advantage g e o l o g i c a l l y . 

Q. What i s t h e s t a t u s o f t h i s w e l l ? 

A. T h i s w e l l i s now p r o d u c i n g . The d i s t r i c t 

o f f i c e i s aware o f our need t o g e t an u n o r t h o d o x 

l o c a t i o n a p p r oved, and t h e y have g i v e n us a t e m p o r a r y 

a l l o w a b l e u n t i l we g e t t h a t done. 

Q. Why d i d n ' t you o b t a i n a p p r o v a l b e f o r e 

d r i l l i n g t h e w e l l ? 

A. We had an a p p r o v a l f r o m t h e BLM f o r t h e 

l o c a t i o n , and I d i d n o t r e c a l l t h e s p e c i a l r u l e s f o r 

t h e 8 0-acre s p a c i n g ; t h a t we had t o be w i t h i n 150 f e e t 

o f t h e c e n t e r o f t h e q u a r t e r q u a r t e r . And t h a t was an 

e r r o r on my p a r t . 

Q. I n yo u r o p i n i o n , i s t h e g r a n t i n g o f t h i s 

a p p l i c a t i o n i n t h e i n t e r e s t o f c o n s e r v a t i o n and t h e 

p r e v e n t i o n o f waste? 

A. Yes, i t i s . 

Q. And was E x h i b i t 5 p r e p a r e d by you? 

A. Yes, i t was. 
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Q. And i s E x h i b i t 4 c o m p i l e d f r o m company 

r e c o r d s ? 

A. Yes, i t i s . 

MR. BRUCE: Mr. Examiner, I move t h e 

a d m i s s i o n o f Santa Fe E x h i b i t s 4 and 5. 

EXAMINER CATANACH: E x h i b i t s 4 and 5 w i l l 

be a d m i t t e d as e v i d e n c e . 

I d o n ' t have any q u e s t i o n s . 

MR. STOVALL: Me e i t h e r . 

EXAMINER CATANACH: The w i t n e s s may be 

excused. 

A n y t h i n g f u r t h e r , Mr. Bruce? 

MR. BRUCE: No, s i r . 

EXAMINER CATANACH: There b e i n g n o t h i n g 

f u r t h e r , Case 10836 w i l l be t a k e n under a d v i s e m e n t . 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 

) SS . 
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i n t e r e s t i n t h e f i n a l d i s p o s i t i o n o f t h i s m a t t e r . 
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CCR No. 63 
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