
:STATE'QF*NE\Y MEXICO RtuEfVED OO'D 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION ZO/5 k\jb3\ p o- o-

IN THE MATTER OF THE HEARING CALLED 
BY THE OIL CONSEKV'ATION biyiSiOiN FOR 
TllE PURPOSE OF CONSIDERING: 

APPLICATION OF MATADOR PRODUCTION 
COMPANY; FOR A NON-STANDARD SPACING 
AND PRORATION UNIT AND COMPULSORY 
POOLING, LEA COUNTY; NEW MEXICO Case No. 15,363 

MATADOR PRODUCTION COMPANY'S 
^RESPONSE IN OPPOSITiON^TO MOTION TO DISMISS-

' Matador Produclion Company ("Matador"), submits this response in opposition'to the 

,M6tibn.to Dismisŝ  filed by jaiapeno1 Corporation ("Jajapeno") and Yates, Energy'Corporation 

("Yates"). 

1. INTRODUCTION. 

Matador ;fjjed an application, in this case seeking an order approvihg:a 'r-54.28-acre non

standard'oil spacing and proration unit in the 'Wolfcamp"formation comprised of Lots 1̂ 4'(the 

W/2 W/2) of Section 31.- Township 18jS6utlvRahge£5 East,,NMPM.. Applicant further-seeks;'thc 

•pooling :p'f all mineral Interests in the" Wolfcamp formation (AirstHi^WdiicampiPooI)' underlying • 

the'ndri-staridard spacing and proration unit for aU Wolrcamp pools,or.formations developed :ori 

.4.0 acre spacing. The unitiis to;be dedicated to the Airstrip'3'1 1;8'35<RN'State,Gpm.••Weii'.ls'o.. 

201H, a-horizontal well with a surfacedocation in Lol-4, and a terminus in Lot L- of'Scction 3 !•. 

Jaiapeno owns a 2.76% working interest, and Yates owns a 4:48% working interest, in the non

standard unit. 



Jaiapeno and. Yates Have ;file& a motion to .dismiss, -asserting- that-dhc Division does, not 

have authority under NMSA 1978 §70-2-17* to enter a forced pooling'order for a non-standard 

unit ̂ comprised of-four lots'or 'qua'rtertquarter sections: The .position of'Jaiapeno and Yates "is: 

completely1 without merit: The Division has both the'statutory and legal, authority questioned'"by 

Jaiapeno and Yates; and, furthermore to deny such authority would cause .waste and impair 

correlative rights.-

II. ARGUMENT. 

A. The Division Has Statutory, Authority-To ^dompulsbrv^Pool̂ A'r̂ Noh-. 

Standard Unit. 

•ifte^ew! .Mexico Legislature ̂ empowered :the Division to, "make ;and. enforce rules, 

•regulations/and orders, and do whatever.may1 bemeces'sary-to "carry out the-'purpose of thisact, 

•whether or;not indicated or, specified in any section hereof." NMSA 1978 §70-2r11 .A. The two;, 

corollary duties pfi'the Division set j forth Jn the statute are to ''rjreyent'waste!'\a 

correlative fights.'-' and td'that end,the Division has/adoptcd; rules regarding non-standard .spacing • 

:units, horizontal .wells, and compulsory pooling. 

.Jaiapeno and. Yates correctly .cite NMSA .1978 §70-2-17:C, which allows, cbmpulsory-

;p6ojirig,oEa:spacihg or proration unit. In f ^ a well unit 

where; all interest owners have not-voluntarily'joined in the welj. jKe'-Legisiaturcj-in 'NMSA 

1978'§70-2rl7.A .required ;the.Division,to; "as far;as 'practicable to do so. afford the owner of, 

.each property, 'in :a.p66l 'the' opportunity to:produce. Kis''jusV â d êquitableisKarê df the oil-and\ 

gas." -

In addition. ,NMSA 1978 ̂ §,70-2-18.0^specifically .grants;-.the- Division/the/authority' to. 

establish- nbh-staiidard spacing units. Jaiapeno arid Yates incorrectly cite NMAC 

{2 



1 ?. 15.15.11 (B) (1 )5 ,.c 1 ai m i hg • that the regulation only aJlowŝ npn̂ stendard;units with acreage70% 

to 130% of the size 6fva,staridard.uhit. However, in reality; that regulation clearly applies only to 

the-authority of a Division-district office to administratively approve" a non-standard unit clue to 

.'acreagê yâ iatipnsjiri the pubiic survey âhd thus;it is'inapplicable. • 

B. New MexicbCourts Confirmed The Division's Authority. 

Moreover, Jaiapeno. and Yates fail to cite current_;case; law to shore up their; motion. The1 

relevant case law, is-set forth below. 

first, the New Mexico Supreme Court held, ;iin- Rutier '&/Wifbanks'vs. Oil Conservation. 

Commission, ,87 NM/286, 532 •̂ _2 .̂552//P7 ?̂,"thatJthe" Division has:the' authority.to create 

non-standard spacing units larger "than the.: standard,unit for a particular ('pooI,> and:,pool all 

interests in thê non-standard unit.' 

This/ruling was first applied to horizontal .well units in Case No.: 13777. Division Order 

No. R-\2682TA/entered. on August 8;';2007, cited 'Rittieh&. Wilbqnhxqpcrm'ii the formation of a 

non-standard spacing unit (comprised of 80 acres) for a horizontal welLi6cated;in..me'rSW.̂ NW1/*.. 

and. N WViS W:'/4-of Section 21, Township 15 South, Range 36 East, NMPM, in Lea County, It 

:also pooled.all uncommitted interests in the non-standard unit.The Division and the Commission 

(with one exception) have followed! that precedent for eight years, creating and. pooling 

hundreds, i f riot more, horizbhtal'.nbii-sta'ridaf̂  

.Jaiapeno and;-Yates cite. Commission Order N0./.R-13499, entered on January 23, 2012, as-

•support tor the:propbsition, lhat 'creation and pooling of horizontal non-standard spacing units'is 

not allowed, Tnalasse'rtiprf.is incorrect, for the following reason's: 

1. Jaiapeno appeared in Case No. 14744. resulting in Order -No. R-l3499, .which 

.adopted amended horizontal well rules. Jaiapeno requested that'compulsory pooling be 



limited to •spacing: units for-vertical wells. The Commission, in .Conclusion .'of Law 79, 

; slated:-

^ Jaiapeno; Corporation's proposal,to limit compulsory pooling for horizontal wells 
to-spacing;'units .already established Tor. vertical wells, and ,orily: and iih ail 
'circumstances, should not.be adopted. 

Therefore, the primary case cited;by Jalapeno.and Yates does.ndt support' the|r!positi.onV 

•;2. Subsequently, CommissibnOrder No. R-:137.0S-A: ehtered'm Case No. 14966 on 

November 21, 2013, essehtially'adppted the reasoningjn Division Order No. R-12682-A. 

and approved the creation and pooling 'of a 240 acre non-standard spacingunit The 

Cohimission held in Conclusion 5 that: 

The;amended.honzohtal wejl rules do hot restrict 'the, lateral length of a horizontal 
well that'tmay'be; drilled;-orme!size ofa non-standard "spacing unitTbi**a horizontal 

'\ "well .which'may'-be compulsory pop led!; 

•See also Division Order No. R-13425-A. 

3. NMAC 1.9'. 15.16.1-5, the special rules for horizontal wells, specifically permit 

compulsory pooling of horizontal well units. 

Jaiapeno .and Yates rely on. an orderthat'is both siti generis and easily distinguishable 

from'the facts of Matador's case. Commission Order^No. R-13228-F; entered in.Case'Nos; 14418 

arid 14480 on December. 20,- 2010, denied the pooling of twb : 160'acre horizontal well units; 

"under the facts." namely, evidence that each quarter-quarter section would not be-equally 

productive and would therefore impair correlative rights; Jaiapeno and Yates cannot rely on.this 

order because j t is sui generis, or "the only one of its ..own kind/' Black's LJUV- Dictionary, 4th 

Rev. Ed. furthermore; the facts in the case at hand are; easily distinguishable; and; the evidence 

will show that each quarter-quarter section will be. equally productive. The-reasoning in Order 

No. R-13228-F was never .used by the Division, and has been superseded by subsequent 
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"Commission.-Order 'No. R-l 3 708-A, which concluded, as-noted above, that "the. amended 

horizontal well rules dp not restrict the lateral length ofa horizontal well that may be:drilied, of 

ttie: size idfci nonstandard spacing unit for a horizontal well which may Be compulsory pooled. 

C. Preventing Waste. 

The primary' duty of the Commission and the Division' is to prevent waste. NMSA 1978' 

§§70-2-2;, 1;1. .Horizontal, drilling has been, a .boon to the oil and gas1hdustiy:and.the.;economy;, 

Although horizontal wells arc more expensive ;than vertical wells; .horizontal drilling enables 

•interest "owners to increase recovery from a 'reservoir- ••and thereby'prevent' waste.. Other'than; 

possibly, re-completiohs of deeper wells, few. if .any, vertical Wp|fcampv wells' are being drilled 

iri New Mexico. If compulsory pooling, of horizontal non-standard spacing units' is denied, 

horizontal drilling to test the Wolfcamp and several ptherJormatioris will be-stifled, and reserves 

will ;be left in the ground. The effect of agreeing with Jaiapeno's and Yates' argument would be 

to inhibit horizontal grilling and cause waste. 

,D% Protecting Correlative Rights.-

Jaiapeno arid Yates ask that the .Division dismiss Matadors application, and therefore 

inhibit its ability to drill and complete horizontal wells testing the Wolfcamp formation. To grant 

theirTequest would impair the correlative fights of other .interest owners in the spacing unit" and 

impair development of natural resources. 

III . Conclusion. 

Creation of non-standard spacing units for the purpose-of.drilling horizontal wells; and 

compulsory pooling of interest owners in the unit, are authorized by statute, court cases. Division 

regulations, and Division and Commission case law. The motion to dismiss has no statutory or 

legal basis and must be denied. 
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WHEREEOREl. Matador -requests 'the Division to enter ah ;order denying ' Jalaperib'slland 

Yates' motion to dismiss. • 

Resrtect ful 1 y: s ubm i tied. 

James B r u c e " 
Pofet Office Box 1.056 
Sajita Fe, New Mexico 87504 
(505) 982-2043 (office) 
(505)660-6612 (cell) 

fantesbrMcfycwlicom 

Attorney for Matador. Production Company. 

.CERTIFICATE OF. SERVICE 

I ' hereby -certify 'that a copy p f , the foregoing- .pleading-was; served on the. following 
counsel of record \ \ \ \s '^4t: day- of August, 2015 via e-mail! 

J.E. Gal legos 

Michael J.-Condon 
mjc@gdllegdslawfih?ijhet 


