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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 BRANEX RESOURCES, INC., 
FOR COMPULSORY POOLING AND UNORTHODOX 
GAS WELL LOCATION, LEA COUNTY, 
NEW MEXICO 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: DAVID R. CATANACH, Hearing Examiner 

March 5th, 1998 1 

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, March 5 t h , 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. 

* * * 
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FOR THE DIVISION: 

RAND L. CARROLL 
Attorney at Law 
Legal Counsel t o the Division 
2040 South Pacheco 
Santa Fe, New Mexico 87505 

FOR THE APPLICANT: 

CAMPBELL, CARR, BERGE and SHERIDAN, P.A. 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

10:10 a.m.: 

EXAMINER CATANACH: Okay, l e t ' s c a l l Case 11,922. 

MR. CARROLL: A p p l i c a t i o n of Branex Resources, 

I n c . , f o r compulsory p o o l i n g and unorthodox gas w e l l 

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

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

case. 

MR. CARR: May i t please the Examiner, my name i s 

W i l l i a m F. Carr w i t h the Santa Fe law f i r m Campbell, Carr, 

Berge and Sheridan. We represent Branex Resources i n t h i s 

matter, and I have a b r i e f statement. 

EXAMINER CATANACH: Okay. Any a d d i t i o n a l 

appearances? 

Mr. Carr, you may proceed. 

MR. CARR: Mr. Catanach, as you may r e c a l l , t h i s 

i s a p o o l i n g case t h a t came before you on February the 5th. 

I t was f i l e d i n the name of Primero Operating. 

During the course of the hearing i t was 

discovered t h a t Primero d i d not have a working i n t e r e s t i n 

the south h a l f of the s e c t i o n . 

Accordingly, they d i d n ' t meet the t e s t of the 

po o l i n g s t a t u t e , because you d i d n ' t have a p a r t y w i t h a 

r i g h t t o d r i l l . 

So we were d i r e c t e d t o r e a d v e r t i s e the case i n 
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the name of a p a r t y who d i d own working i n t e r e s t . We have 

done t h a t . That was done a t Mr. C a r r o l l ' s reguest. 

You also asked t h a t a l l working i n t e r e s t owners 

i n the a d j o i n i n g Section 35 toward whom t h i s proposed w e l l 

l o c a t i o n encroaches be n o t i f i e d . There were two separate 

m a i l i n g s . One addresses each of those. And I have 

supplemental n o t i c e a f f i d a v i t s from Mr. K e l l a h i n c o n f i r m i n g 

t h a t n o t i c e has been provided i n accordance w i t h your 

d i r e c t i v e s . 

EXAMINER CATANACH: And t h a t n o t i c e has been 

provided as per the r u l e ? 

MR. CARR: Yes, i t has been, and those are the 

a f f i d a v i t s c o n f i r m i n g t h a t they've been provided i n 

accordance w i t h D i v i s i o n Rule 1207. 

EXAMINER CATANACH: Okay. 

MR. CARR: That i s a l l I have i n t h i s case. 

MR. CARROLL: And, Mr. c a r r , you're aware t h a t 

Primero also withdrew t h e i r reguest — 

MR. CARR: Yes. 

MR. CARROLL: — or Branex, t o have the 

compulsory p o o l i n g order include a p r o v i s i o n r e c o v e r i n g the 

wel l b o r e value of an e x i s t i n g wellbore on the p r o p e r t y from 

any i n t e r e s t owner subject t o the order? 

MR. CARR: I'm not aware of t h a t . I've j u s t been 

asked t o d e l i v e r the two n o t i c e a f f i d a v i t s t h a t were 

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 

requested. 

MR. CARROLL: That's contained i n t h i s cover 

l e t t e r from Mr. Kellahin. 

EXAMINER CATANACH: Okay, supplemental Exhibits 

14 and 15 w i l l be admitted as evidence i n t h i s case. 

And there being nothing further i n t h i s case, 

Case 11,922 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded at 

10:12 a.m.) 

* * * 

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 Public, HEREBY CERTIFY that the foregoing 

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

Division was reported by me; that I transcribed my notes; 

and th a t the foregoing i s a true and accurate record of the 

proceedings. 

employee of any of the parties or attorneys involved i n 

t h i s matter and that 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. 

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

WITNESS MY HAND AND SEAL March 7th, 1998. 

STEVEN T. BRENNER 
CCR No. 7 

My commission expires: October 14, 1998 

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



STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

APPLICATION OF BRANEX RESOURCES, INC. 
FOR COMPULSORY POOLING AND AN 
UNORTHODOX GAS WELL LOCATION 
L E A COUNTY, NEW MEXICO. 

CASE NO. 11922 

SUPPLEMENTAL 
CERTIFICATE OF MAILING 

AND 
COMPLIANCE WITH ORDER R-8054 

STATE OF NEW MEXICO ) 
) SS. 

COUNTY OF SANTA FE ) 

W. Thomas Kellahin, being first duly sworn, hereby certifies that he is an attorney 
for the Applicant and responsible for notification in this matter and that the notice 
provisions of Division Rule 1207 (Order R-8054) have been complied with, that Applicant 
has caused to be conducted a good faith diligent effort to find the correct addresses of all 
interested parties entitled to receive notice, that on February 11, 1998, he caused to be 
mailed by certified mail return-receipt requested the attached notice of this hearing and 
a copy of the first amended application for the above referenced case, at least twenty days 
prior to the hearing of this case set for March 5, 1998 to the parties shown in said 
application and as evidenced by the attached copies of return receipt cards and/or receipts 
of certified mailing, and that pursuant to Division Rule 1207, notice has been given at the 
correct addresses provided by such rulet— 

W. ThorTfts Kellahin 

SUBSCRIBED AND SWORN to before me this 2nd day of March, 1998, by W. Thomas 
Kellahin. , „ „ . 

Lynda Kellahin, Notary Public 
BEFORE THE 

OIL CONSERVATION DIVISION 
Case No. 11922 Exhibit N o . . / * / 

Submitted By: / r - f e ^ o 
Pr imero O p e r a t i n g 
Hearing Date: Febtu»T5? t a » 8 
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CERTIFIED IVIAIL-RETURN RECEIPT REQUESTED 

TO: ALL INTERESTED PARTIES ENTITLED TO NOTICE 
OF THE HEARING OF THE FOLLOWING NEW MEXICO 
OIL CONSERVATION DIVISION CASE: 

Re: NMOCD Case 11922 (amended) 
Application of Branex Resources, Inc. 
for compulsory pooling and an unorthodox gas 
well location, Lea County, New Mexico. 

On behalf of Branex Resources Inc., please find enclosed a copy of its 
application for compulsory pooling and an unorthodox gas well location for its 
Tilly Well 748-3 located in Unit N of Section 26, T16S, R35E. Lea County, New 
Mexico. This case has been set for hearing on the New Mexico Oil Conservation 
Division Examiner's docket now scheduled for March 5, 1998. The hearing will 
be held at the Division hearing room located at 2040 South Pacheco. Santa Fe, 
New Mexico. 

As party who may be affected by this application, we are notifying you of 
your right to appear at the hearing and participate in this case, including the right 
to present evidence either in support of or in opposition to the application. Failure 
to appear at the hearing may preclude you from any involvement in this case at a 
later date. 

Pursuant to the Division's Memorandum 2-90, you are further notified that 
if you desire to appear in this case, then you are requested to file a Pre-Hearing 
Statement with the Division not later than 4:00 PM on Friday. February 27, 1998, 
with a copy delivered to the undersigned. 

W. Thomas Kellahin 



STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE APPLICATION 
OF BRANEX RESOURCES, INC. 
FOR COMPULSORY POOLING AND AN 
UNORTHODOX WELL LOCATION 
LEA COUNTY, NEW MEXICO. 

CASE NO. 

A P P L I C A T I O N 

Comes now Branex Resources Inc., by its attorneys, Kellahin & Kellahin. and in 
accordance with Section 70-2-17(c) (1978) applies to the New Mexico Oil Conservation 
Division for an order pooling all mineral interests from 10,667 feet (the approximate top 
of the Canyon formauon) to 12,658 feet (a point within the Devonian formation) 
underlying Section 26. T16S, R35E, NMPM. Lea County, New Mexico, in the following 
manner: to form a standard 320-acre gas spacing and proration unit consisting of the S/2 
of Section 26 for any and all formations and/or pools developed on 320-acre gas spacing 
within said vertical extent; the SW/4 of said Section 26 to form a standard 160-acre gas 
spacing and proration unit for any and all formations/pools developed on 160-acre gas 
spacing; and the SE/4SW/4 of said Section 26 to form a standard 40-acre oil spacing and 
proration unit for any and all formations/pools developed on 40-acre oil spacing. Said 
unit(s) are to be dedicated to its Tilley Well No. 1 to be a re-entry of the former Kennedy 
& Mitchell Inc/s Tilley Well 758-3 (API 30-025-27891-0001) and completed at an 
unorthodox well location 330 feet from the South line and 1815 feet from the West line 
(Unit N) of said Section 26. Also to be considered will be the costs of re-entry and 
completing said well and the allocation of the costs thereof as well as actual operating 
costs and charges for supervision, designation of Primero Operating, Inc. as the 
operator of the well and a charge for risk involved in said well. 

In support of its application, Branex Resources, Inc.. ("Branex") states: 

1. Branex has a working interest ownership in the oil and gas minerals from the 
surface to the base of the Devonian formation underlying the S/2 of Section 26. T16S, 
R35E, NMPM, Lea County, New Mexico. 



2. Primero Operating Inc. ("Primero") is the operator of portions ofthe S/2 of said 
Section 26 pursuant to several joint operating agreements which do not cover ail interest 
owners or all depths. Specifically, the joint operating agreement covering the SW/4 of 
said Section 26 does not include the footage interval from 10.677 feet to 12,658 feet. 

3. Primero, on behalf of Branex Resources, Inc., has proposed the re-entry of the 
subject well and its appropriate spacing unit to the working interest owners in the spacing 
unit who could be located. 

4. Despite its good faith efforts, Primero has been unable to locate certain interest 
owners and also has not been able to obtain a written voluntary agreement from all of the 
parties. A complete list of those interest owners to be pooled is attached as Exhibit "A." 

5. Pursuant to Section 70-2-17(c) NMSA (1978) and in order to obtain its just and 
equitable share of potential production underlying this spacing unit, the applicant needs 
an order of the Division pooling the identified and described mineral interests involved 
in order to protect correlative rights and prevent waste. 

6. Primero also requests approval from the Division for the unorthodox well 
location and has provided notice of this application to all offset operators and/or interest 
owners. 

7. In accordance with the Division's notice requirements, a copy of this application 
has been sent to the parties whose interest is to be pooled as listed on Exhibit "A" and 
of the applicant's request for a hearing of this matter before the Division on the next 
available Examiner's docket now scheduled for March 5, 1998. 

WHEREFORE, Branex Resources, Inc., as applicant, requests that this application 
be set for hearing on March 5, 1998 before the Division's duly appointed examiner, and 
that after notice and hearing as required by law. the Division enter its order pooling the 
mineral interest described in the appropriate spacing unit for the re-entry of the subject 
well at a unorthodox well location upon terms and conditions which include: 

(1) Primero Operating, Inc. be named operator; 

(2) Provisions for applicant and all working interest owners to participate 
in their share of the costs of re-entry, completing, equipping and operating 
the well; 



Page 3 

(3) In the event a working interest owner fails to elect to participate, then 
provision be made to recover out of production and the costs of completing, 
equipping and operating the well, including a risk factor penalty of 200%; 

(4) Provision for overhead rates per month drilling and per month operating 
and a provision providing for an adjustment method of the overhead rates 
as provided by COPAS; 

(5) For such other and further relief as may be proper. 

RESPECTFULLY SUBMITTED: 

W. THOMAS KELLAHIN 
KELLAHIN & KELLAHIN 
P. O. Box 2265 
Santa Fe, New Mexico 87501 
(505) 982-4285 
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STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

APPLICATION OF BRANEX RESOURCES, INC. 
FOR COMPULSORY POOLING AND AN 
UNORTHODOX GAS W E L L LOCATION 
L E A COUNTY, NEW MEXICO. 

CASE NO. 11922 

SUPPLEMENTAL 
CERTIFICATE OF MAILING 

AND 
COMPLIANCE WITH ORDER R-8054 

STATE OF NEW MEXICO ) 
) SS. 

COUNTY OF SANTA FE ) 

W. Thomas Kellahin, being first duly sworn, hereby certifies that he is an attorney 
for the Applicant and responsible for notification in this matter and that the notice 
provisions of Division Rule 1207 (Order R-8054) have been complied with, that Applicant 
has caused to be conducted a good faith diligent effort to find the correct addresses of all 
interested parties entided to receive notice, that on February 17, 1998, he caused to be 
mailed by certified mail return-receipt requested the attached notice of this hearing and 
a copy of the first amended application for the above referenced case to the parties shown 
in said application and as evidenced by the attached copies of return receipt cards and/or 
receipts of certified mailing, and that pursuant to Division Rule 1207, notice has been 
given at the correct addresses provided by such rule. 

SUBSCRIBED AND SWORN to before me this 2nd day of March, 1998, by W. Thomas 
Kellahin. 

W. Thomas Kellahin 

—1 

Lynda Kellahin, Notary Public 

BEFORE THE 
OIL CONSERVATION DIVISICJ 

Case No.1 1 922 Exhibit N o . _ ^ ^ 
Submitted By: . 
P r i m e r o O p e r a t i n g "3J .$ 
Hearing Date: February l i l IITO gr7 



W T H Q M A S K C L L A M I N * 

• N C W * * C X I C O a o * « o o r L C G A I . S P e o A u z A r i o ' 1 -
R E C O G N I Z E D 3 P C C 1 * H S T IN TW£ AHCA o r 
N A T U l A I , » C S O U « C E S - O i U ANO GAS LAW 

J A S O N K E L L A H I N ( R E T I R E D I 9 9 D 

A T T O R N E Y S A T L A W 

E_ P A T I O 3 U I U D > N G 

| | 7 N C « T H G U A O A L U P E 

P O S T O F F I C E : B O X 2 2 S 5 

S A N T A F E , N E W M E X I C O 8 7 3 0 ^ - 2 2 0 3 

February 11, 1998 

T E L E P H O N E ( 5 0 5 I 9 8 2 - 1 3 8 5 

T E L E F A X ( S O S l 9 8 2 - 2 0 4 7 

CERTIFIED MAIL-RETURN RECEIPT REQUESTED 

TO: ALL INTERESTED PARTIES ENTITLED TO NOTICE 
OF THE HEARING OF THE FOLLOWING NEW MEXICO 
OIL CONSERVATION DIVISION CASE: 

Re: NMOCD Case 11922 (amended) 
Application of Branex Resources, Inc. 
for compulsory pooling and an unorthodox gas 
well location, Lea County, New Mexico. 

On behalf of Branex Resources Inc., please find enclosed a copy of its 
application for compulsory pooling and an unorthodox gas well location for its 
Tilly Well 748-3 located in Unit N^of Section 26, T16S, R35E. Lea County, New 
Mexico. This case has been set for hearing on the New Mexico Oil Conservation 
Division Examiner's docket now scheduled for March 5, 1998. The hearing will 
be held at the Division hearing room located at 2040 South Pacheco. Santa Fe, 
New Mexico. 

As party who may be affected by this application, we are notifying you of 
your right to appear at the hearing and participate in this case, including the right 
to present evidence either in support of or in opposition to the application. Failure 
to appear at the hearing may preclude you from any involvement in this case at a 
later date. 

Pursuant to the Division's Memorandum 2-90. you are further notified that 
if you desire to appear in this case, then you are requested to file a Pre-Hearing 
Statement with the Division not later than 4:00 PM on Friday. February 27, 1998, 
with a copy delivered to the undersigned. 

Very tjulv yours, 

W. Thomas Kellahin 
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