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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 , MICHAEL E. STOGNER, 

Heciring Examiner on Thursday, August 2 4 t h , 2000, a t the New 

Mexico Energy, Minerals and Natural Resources Department, 

Por t e r H a l l , 2 04 0 South Paeheco, Santa Fe, New Mexico, 

Steven T. Brenner, C e r t i f i e d Court Reporter No. 7 f o r the 

Staite of New Mexico. 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

8:17 a.m.: 

EXAMINER STOGNER: I w i l l now c a l l Case Number 

12,411, which i s the A p p l i c a t i o n of EnerQuest O i l and Gas, 

L.L.C., f o r compulsory p o o l i n g , Lea County, New Mexico. 

C a l l f o r appearances. 

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 EnerQuest O i l and Gas, 

L.L.C. i n t h i s A p p l i c a t i o n f o r compulsory p o o l i n g , as w e l l 

as i n the f o l l o w i n g case, which we would request be c a l l e d 

a t t h i s time. Then I have an opening statement. 

EXAMINER STOGNER: Okay, a t t h i s time I w i l l c a l l 

Case Number 12,471, which i s also the A p p l i c a t i o n of 

EnerQuest O i l Company, L.L.C, but i t ' s f o r an amendment of 

D i v i s i o n Order Number R-10,986, Lea County, New Mexico. 

Other than Mr. Carr, are the r e any appearances i n 

t h i s case, or the previous one? 

Okay, Mr. Carr? 

MR. CARR: May i t please the Examiner, EnerQuest 

i s successor t o Pioneer. Pioneer o r i g i n a l l y obtained 

D i v i s i o n Order Number R-10,986, p o o l i n g the northeast 

queirter of the southwest quarter of Section 18, Township 2 0 

South, Range 39 East. They completed the w e l l t h a t i s the 

sub j e c t of t h i s A p p l i c a t i o n i n the Tubb and s h o r t l y 
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t h e r e a f t e r recompleted the w e l l i n the B l i n e b r y f o r m a t i o n . 

The Tubb was based — i s developed on 4 0-acre spacing. 

That i s the acreage t h a t was covered by the o r i g i n a l 

p o o l i n g order. 

However, a year and a h a l f ago Pioneer 

recompleted the w e l l i n the B l i n e b r y , which i s developed on 

160-acre spacing. They dedicated 160 acres, but they d i d 

not come back and amend the p o o l i n g a p p l i c a t i o n t o 

encompass the acreage w i t h i n the l a r g e r spacing u n i t . 

When EnerQuest acquired the p r o p e r t y , they 

discovered the problem. They went back and t a l k e d t o the 

i n t e r e s t owners who were a f f e c t e d i n the 160-acre spacing 

u n i t , and f o r the l a s t year have been i n n e g o t i a t i o n s 

t r y i n g t o o b t a i n v o l u n t a r y agreements f o r p o o l i n g the 

i n t e r e s t i n t h i s 160-acre spacing u n i t . 

N egotiations w i t h two p a r t i e s have taken a 

s u b s t a n t i a l p e r i o d of time. We, day before yesterday, were 

f i n a l l y able t o reach an agreement w i t h Doyle Hartman, O i l 

Operator, by which he leased h i s i n t e r e s t i n t h i s acreage, 

e f f e c t i v e back a t the time of f i r s t p r o d u c t i o n i n the w e l l 

t o EnerQuest. So we have reached an agreement w i t h Mr. 

Hartman. 

The one remaining i n t e r e s t owner i s a Ronald J. 

Byers. Mr. Byers leased h i s i n t e r e s t i n the 40-acre t r a c t , 

t he northeast of the southwest of 18, t o EnerQuest. His 
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lease, however, does not provide f o r p o o l i n g the acreage 

w i t h a d d i t i o n a l lands t o conform w i t h the State of New 

Mexico spacing requirements. 

And so a l l we're here today doing i s seeking an 

order p o o l i n g the i n t e r e s t of Mr. Byers i n t o the 160-acre 

spacing u n i t which must be dedicated i n the B l i n e b r y 

f o r m a t i o n . 

There i s no issue as t o the cost of the w e l l , 

t h e r e i s no issue concerning the r i s k p e n a l t y t h a t should 

be assessed, there i s no issue concerning a d m i n i s t r a t i v e 

charges. Mr. Byers has a r o y a l t y i n t e r e s t based on the 

i n t e r e s t he owns i n the 4 0 acres, which i s dedicated t o the 

w e l l , but under the lease we can't combine t h a t 40 acres 

w i t h other acres t o form a standard spacing u n i t , and t h a t 

i s the only reason we're here today. 

We also o r i g i n a l l y f i l e d Case 12,411, which was 

an A p p l i c a t i o n I f i l e d simply seeking the compulsory 

p o o l i n g of the 160 acres which now need t o be dedicated t o 

the w e l l i n the B l i n e b r y . Mr. Hartman's counsel f e l t t h a t 

an order simply p o o l i n g t h i s acreage might lead t o 

confusion. At the request of Hartman, we then f i l e d the 

second case. That i s Case 12,471, which i s s t y l e d 

Amendment of D i v i s i o n Order Number R-10,986. 

They both cover the same acreage, they're both 

des;igned t o achieve the same o b j e c t i v e . And w i t h your 
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permission, we would request t h a t Case 12,411, which seeks 

p o o l i n g of t h i s acreage, be dismissed and t h a t we then 

proceed w i t h our p r e s e n t a t i o n t o b r i n g Mr. Byers' i n t e r e s t 

i n t o the spacing u n i t under the case s t y l e d 12,471. 

EX7AMINER STOGNER: Since there's n o t h i n g f u r t h e r , 

please proceed. 

MR. CARR: I s the f i r s t case dismissed, Mr. 

Stogner? 

EXAMINER STOGNER: Well, I want t o hear the case 

and then — or hear t h i s matter and -- I ' l l t e l l you what, 

here's what we're going t o do. We'll hear the matter and 

issue one order, which w i l l deny the case. But a t t h i s 

p o i n t — I tend t o agree w i t h you a t t h i s p o i n t , i s t o 

dismiss Case 12,411, but there's always a p o s s i b i l i t y t h a t 

d u r i n g these proceedings — 

MR. CARR: — something may — 

EXAMINER STOGNER: — something may come up. So 

I w i l l w a i t and act on your motion a f t e r the hearing. 

(Thereupon, the witness was sworn.) 

M. CRAIG CLARK. 

the witness h e r e i n , a f t e r having been f i r s t d uly sworn upon 

his; 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. CARR: 

Q. Would you s t a t e your name f o r the record, please? 

STEVEN T. BRENNER, CCR 
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A. Craig Clark. 

Q. Mr. Clark, where do you reside? 

A. Midland, Texas. 

Q. By whom are you employed? 

A. I'm an independent landman and a c o n s u l t a n t f o r 

EnerQuest on t h i s matter. 

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

D i v i s i o n ? 

A. Yes. 

Q. At the time of t h a t testimony, were your 

c r e d e n t i a l s as an expert i n petroleum land matters accepted 

and made a matter of record? 

A. Yes, they were. 

Q. Are you f a m i l i a r w i t h the A p p l i c a t i o n f i l e d i n 

t h i s case? 

A. Yes. 

Q. And are you f a m i l i a r w i t h the s t a t u s of the lands 

i n the subject area? 

A. Yes. 

MR. CARR: Are the witness's q u a l i f i c a t i o n s 

acceptable? 

EXAMINER STOGNER: They are. 

Q. (By Mr. Carr) Mr. Clark, would you i n i t i a l l y 

summarize f o r Mr. Stogner what EnerQuest seeks w i t h t h i s 

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

STEVEN T. BRENNER, CCR 
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A. An order p o o l i n g a l l minerals from the surface t o 

the base of the Bl i n e b r y formation under the southwest 

q u a r t e r of Section 18, Township 2 0 South, Range 3 9 East, 

and f o r a l l formations i n other pools developed on 160-acre 

spacing, which includes the B l i n e b r y O i l and Gas Pool, t o 

be dedicated t o our McCasland "18" Fee Number 1 w e l l , which 

has been d r i l l e d a t a standard l o c a t i o n i n the southwest 

q u a r t e r . 

Q. Could you review f o r the Examiner the h i s t o r y of 

the McCasland "18" Fee Well Number 1? 

A. I t i s subject t o the O i l Conservation D i v i s i o n 

Case Number 11,932, which was heard on A p r i l 2nd, 1998. 

Pioneer N a t u r a l Resources, USA, In c . , obtained an order 

p o o l i n g a l l the mineral i n t e r e s t s i n the northeast q u a r t e r 

of t he southwest quarter of Section 18, and they d r i l l e d 

the McCasland w e l l a t a standard l o c a t i o n . 

The w e l l was i n i t i a l l y completed i n the Abo and 

Tubb formations, but then i n January of 1999 they 

recompleted the w e l l i n the B l i n e b r y f o r m a t i o n , which i s 

spaced on 160 acres. And i n August of 1999, EnerQuest 

acquired the i n t e r e s t s of Pioneer i n t h i s acreage, and 

EnerQuest i s now seeking t o form the proper spacing u n i t 

f o r the B l i n e b r y formation. 

Q. Let's go t o what has been marked as EnerQuest 

E x h i b i t Number 1. Would you i d e n t i f y and review t h i s ? 

STEVEN T. BRENNER, CCR 
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A. I t i s a land p l a t of the southwest q u a r t e r of 

Section 18, 20 South, 39 East. 

Q. And when we look a t t h i s , i t shows the two leases 

i n t h a t 160-acre t r a c t , one being the northeast of the 

southwest and the other the remaining acreage, c o r r e c t ? 

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

Q. We have been able t o get a l l the i n t e r e s t owners 

i n the 12 0 acres t o be added t o t h i s spacing u n i t . We've 

got a l l of those t o v o l u n t a r i l y j o i n , have we not? 

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

Q. At t h i s time we're only l o o k i n g a t the i n t e r e s t 

of Ron Byers? 

A. Correct. 

EXAMINER STOGNER: I'm s o r r y , who? 

MR. CARR: Ronald J. Byers, B-y-e-r-s. 

Q. (By Mr. Carr) I s the e n t i r e southwest q u a r t e r 

fee land? 

A. Yes, i t i s . 

Q. And can you give me the name of the pool from 

which the McCasland w e l l i s now producing? 

A. The Bl i n e b r y O i l and Gas Pool. 

Q. How many i n t e r e s t owners are subject t o t h i s 

case? Only Mr. Byers? 

A. Only Mr. Byers. 

Q. And you have obtained a lease covering the 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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Hartman i n t e r e s t i n t h i s acreage? 

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

Q. That lease was obtained yesterday? 

A. Yes. 

Q. What i s Mr. Byers' i n t e r e s t i n the southwest 

q u a r t e r of Section 18? 

A. I n the 40-acre t r a c t he has about 3-1/2-percent 

i n t e r e s t , which r e s u l t s i n a 9/10 of an i n t e r e s t , or 900 — 

90 — pardon me — 

Q. 9/10 — 

A. — 9/10 of an i n t e r e s t i n the 160-acre u n i t . 

Q. So 9/10 of one percent i s what he has i n the — 

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

Q. Let's go t o E x h i b i t Number 2. Would you i d e n t i f y 

t h a t ? 

A. E x h i b i t Number 2 i s the o i l and gas lease t h a t 

EnerQuest acquired from Mr. Byers i n the northeast q u a r t e r 

of the southwest qua r t e r . 

Q. This lease contains no clause which would 

a u t h o r i z e you t o combine t h i s acreage t o form a standard 

spacing u n i t ; i s t h a t correct? 

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

Q. I s Mr. Byers someone w i t h whom you have d e a l t i n 

the past? 

A. Yes, Mr. Byers — or h i s f a t h e r , a c t u a l l y , 

STEVEN T. BRENNER, CCR 
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acquired hundreds of mineral i n t e r e s t s through Eddy and Lea 

Counties and also throughout Texas i n the e a r l y 1930s and 

1940s. 

Q. And he i s an experienced person i n o i l and gas 

tra n s a c t i o n s ? 

A. Yes, he i s . 

Q. I n f a c t , he acquired these i n t e r e s t s i n deals 

w i t h the Comb f a m i l y , d i d he not? 

A. Many of the t r a c t s i n t h e r e , the Comb f a m i l y d i d 

own i n t e r e s t , and Dan Glades and a l l s o r t s of owners have 

bought minerals back duri n g t h a t time. 

Q. Could you summarize f o r the Examiner the e f f o r t s 

t h a t you have made w i t h Mr. Byers t o o b t a i n from him a 

v o l u n t a r y p o o l i n g agreement t o put together t h i s 160-acre 

spacing u n i t ? 

A. I i n i t i a l l y contacted him l a s t summer when 

EnerQuest bought out Pioneer's i n t e r e s t i n t h i s t r a c t and 

t a l k e d w i t h him on the phone about him s i g n i n g some type of 

po o l i n g agreement w i t h us t o form t h i s u n i t . And a t t h a t 

p o i n t he sa i d he would look i t over. We then contacted him 

w i t h a formal agreement, and a f t e r t h a t p o i n t he responded 

t o us i n w r i t i n g t h a t he d i d n ' t r e a l l y see — he d i d n ' t 

want t o pool h i s i n t e r e s t w i t h us. 

I again contacted him by l e t t e r i n November of 

1999 and again requested t h a t he commit h i s i n t e r e s t t o the 

STEVEN T. BRENNER, CCR 
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pooled u n i t , t h a t we needed t o have i t i n order t o form 

the ~ 

Q. Have you also discussed t h i s matter w i t h him 

since t h a t time by telephone? 

A. I have numerous times, or else j u s t l e f t messages 

t r y i n g t o get him t o c a l l back. I c a l l e d him when we f i l e d 

these a p p l i c a t i o n s o r i g i n a l l y , t o l d him we were going t o be 

doing i t , and he has b a s i c a l l y — My l a s t conversation was, 

he was going t o make us j u s t go through the steps i n order 

t o do t h i s . 

A. I f we look a t what has been marked as EnerQuest 

E x h i b i t Number 3, i s the September 8th, 1999, l e t t e r the 

l e t t e r by which you t r a n s m i t t e d the formal p o o l i n g 

agreement t o him? 

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

Q. And then h i s response i s the September 24th 

l e t t e r t o you? 

A. That's h i s response t o our — 

Q. And then you fo l l o w e d up on November the 8th? 

A. Correct. 

Q. The delay and behind a l l of t h a t i s the p o o l i n g 

agreement t h a t was submitted t o him? 

A. Correct. 

Q. I s t h i s s i m i l a r t o the p o o l i n g agreement t h a t ' s 

been executed by other i n t e r e s t owners i n the southwest 

STEVEN T. BRENNER, CCR 
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q u a r t e r of Section 18? 

A. I t i s . 

Q. And the delay between November, 1999, and today's 

hearing i s the r e s u l t of n e g o t i a t i o n s t h a t were ongoing 

w i t h Mr. Hartman and h i s representatives? 

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

Q. I n your op i n i o n , have you made a good f a i t h 

e f f o r t t o o b t a i n a v o l u n t a r y commitment t o the p o o l i n g from 

Mr. Byers? 

A. Yes. 

Q. And you're not t r y i n g t o combine h i s lands per 

se, except t r y i n g t o commit those t o a l a r g e r spacing? 

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

Q. What have you done w i t h the funds t h a t are 

a t t r i b u t a b l e t o the Byers i n t e r e s t i n t h i s property? 

A. He was paid up u n t i l January of t h i s year, and 

then a l l the revenue was suspended a t t h a t p o i n t f o r a l l 

r o y a l t y owners, u n t i l we had t h i s u n i t formed. 

Q. And once t h i s u n i t i s p r o p e r l y formed, then a l l 

r o y a l t y would be paid by a l l owners? 

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

Q. I s E x h i b i t Number 4 an a f f i d a v i t w i t h an attached 

l e t t e r c o n f i r m i n g t h a t n o t i c e of today's hearing has been 

provided t o Ronald Byers? 

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

STEVEN T. BRENNER, CCR 
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Q. Does EnerQuest O i l and Gas, L.L.C., seek t o be 

designated operator of the McCasland w e l l when i t i s 

pr o p e r l y dedicated t o t h i s 160-acre t r a c t ? 

A. They do. 

Q. I n your opinion, w i l l g r a n t i n g t h i s A p p l i c a t i o n 

be i n the best i n t e r e s t of conservation, the p r e v e n t i o n of 

waste and the p r o t e c t i o n of c o r r e l a t i v e r i g h t s ? 

A. I t w i l l . 

Q. Were E x h i b i t s 1 through 4 e i t h e r prepared by you 

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

A. They were. 

MR. CARR: May i t please the Examiner, a t t h i s 

time we would move the admission i n t o evidence of EnerQuest 

E x h i b i t s 1 through 4. 

EXAMINER STOGNER: E x h i b i t s 1 through 4 w i l l be 

admitted i n t o evidence a t t h i s time. 

MR. CARR: And t h a t concludes my d i r e c t 

examination of Mr. Clark. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Okay, l e t me make sure I've got t h i s r i g h t . Mr. 

Byers — I s i t — How do you pronounce i t ? Byers or Byers? 

A. Byers. 

Q. Mr. Byers i s a p o r t i o n of a r o y a l t y owner i n 

here; i s t h a t r i g h t ? 
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A. That's c o r r e c t , he owns a small i n t e r e s t i n the 

northeast q u a r t e r of the southwest q u a r t e r . 

Q. And t h a t was what, 3-1/2-percent j u s t of t h a t 40 

acres? 

A. Of t h a t 40 acres, yes, s i r . 

Q. Okay. Now, he j o i n e d i n the 4 0-acre — 

A. No, he leased h i s i n t e r e s t . 

Q. He leased h i s i n t e r e s t , okay. So a t t h i s time, 

because the lease agreement d i d not c o n t a i n p r o v i s i o n s f o r 

anything other than 40-acre spacing — 

A. The lease agreement j u s t contained no p o o l i n g 

p r o v i s i o n . 

Q. I s t h i s unusual i n today's environment? 

A. Well, i f y o u ' l l n o t i c e on our p o o l i n g agreement 

t h e r e , we had several mineral owners t h a t you have t o get 

t h e i r consent i n order t o pool t h e i r i n t e r e s t . A l o t of 

times people don't want t o be d i l u t e d . And Mr. Byers i s 

from Texas; i t i s not an uncommon p r a c t i c e i n Texas t o get 

consents t o pool i n t e r e s t . And t h i s i s h i s own lease form, 

and t h e r e f o r e t h a t — he has t h a t p r o v i s i o n i n t h e r e . And 

so no, I would say t h a t i t i s not unusual t o get permission 

t o s i g n . We had t o work w i t h several owners t h a t had 

i n t e r e s t s t o form t h i s u n i t . 

Q. Were you a p a r t y t o the o r i g i n a l case, 11,932, i n 

which Order Number R-10,986 was issued? 

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 

17 

A. Yes, s i r . 

Q. And you were working f o r Pioneer a t the time? 

A. Yes, s i r . 

Q. Do you know i f t h i s w e l l penetrated the Abo 

formation? 

A. I t d i d . 

Q. I t d i d . And i t was completed i n the B l i n e b r y 

zone or — 

A. I t was recompleted i n t h a t zone. 

Q. Okay, from the Abo? 

A. We come up from the Tubb. 

Q. From the Tubb. So t h a t was a Tubb o i l w e l l ? 

A. I t was an Abo t e s t , was the t o t a l depth, t h a t 

completed i n the Tubb. I mean, they t e s t e d the Abo, they 

completed i t i n the Tubb and produced i t f o r about h a l f a 

year and then recompleted i t i n the B l i n e b r y . 

Q. What Tubb formation or Tubb pool was produced? 

A. The Warren East. 

Q. The Warren East. And t h a t ' s an o i l pool? 

A. Yes, s i r . 

Q. I s the w e l l c u r r e n t l y shut i n pending t h i s order? 

A. No, s i r , the w e l l i s producing r i g h t now. 

Q. I t i s producing? 

A. That's r i g h t . 

Q. I s i t producing o i l or gas? 
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A. I t ' s producing gas. 

Q. How long has i t been producing gas? 

A. Well, since i t ' s been recompleted i t ' s been 

producing. 

Q. And when was that ? 

A. I t was recompleted January 16th, 1999. 

Q. So i t ' s been producing on 160-acre spacing f o r 

over a year and a h a l f ? 

A. Yes, s i r . 

Q. Have you been paying Mr. — Byers? 

A. Byers. 

Q. Byers? 

A. We paid him up u n t i l January t h i s year, based on 

40-acre spacing. We're going t o have t o go back and 

r e a l l o c a t e t o the other owners. 

Q. Okay. 

A. The po o l i n g agreement t h a t we attached t o i t w i t h 

the other owners was e f f e c t i v e back t o when the B l i n e b r y — 

when i t began producing out of the B l i n e b r y . 

EXAMINER STOGNER: Anything f u r t h e r of t h i s 

witness? 

MR. CARR: No, s i r , Mr. Stogner, t h a t concludes 

our p r e s e n t a t i o n w i t h t h i s witness, and t h a t also concludes 

our p r e s e n t a t i o n i n t h i s matter. 

EXAMINER STOGNER: Okay, a t t h i s time Case Number 
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12,411 w i l l be dismissed, and I w i l l take 12,471 under 

advisement. 

And Mr. Carr, I haven't w r i t t e n a compulsory 

p o o l i n g order j u s t f o r r o y a l t y i n q u i t e some time. Could 

you provide me a rough d r a f t ? 

t h e r e ' s nothing f u r t h e r i n 12,471, then t h i s matter w i l l be 

taken under advisement. 

MR. CARR: Yes, s i r , I can. 

EXAMINER STOGNER: I would appreciate i t . 

And i f there's nothing f u r t h e r i n e i t h e r — or i f 

MR. CARR: Thank you, Mr. Stogner. 

THE WITNESS: Thank you. 

(Thereupon, these proceedings were concluded a t 

8:40 a.m.) 

* * * 

! *• hareoy certify that the foregoing ii 
« complete record of th* proceedings in 
t«e Exarniner hearing of j£ase Nor. 
keard by ryfe ft 2 Y ^ f a ^ / 
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