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STATE COF NEW MEXICO
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OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING CALLED (JFQ'(S‘Pd%xl“
BY THE OIL CONSERVATION DIVISION FOR
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CASE 15301
APPLICATION OF MATADOR PRODUCTION COMPANY
FOR A NON-STANDARD SPACING AND PRORATION
UNIT AND COMPULSORY POOLING, EDDY COUNTY,
NEW MEXICO.

REPORTER'S TRANSCRIPT OF PROCEEDINGS
EXAMINER HEARING
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This matter came on for hearing before the
New Mexico 0il Conservation Division, William V. Jones,
Chief Examiner, Scott Dawson, Adjunct Examiner, and
Gabriel Wade, Legal Examinexr, on May 28, 2015, at the
New Mexico Energy, Minerals, and Natural Resources
Department, Wendell Chino Building, 1220 South St.
Francis Drive, Porter Hall, Room 102, Santa Fe, New
Mexico.

REPCRTED BY: ELLEN H. ALLANIC
NEW MEXICO CCR 100
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Suite 105
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(Time noted 10:12 a.m.)

EXAMINER JONES: I guess we'll go back to
the top of the docket here, and start on the Matador
wells. Let's call case 15301, Application of Matador
Production Company for a non-standard spacing and
proration unit and compulscry pooling in Eddy County,
New Mexicoc.

Call for appearances.

MR. DeBRINE: Good morning.

EXAMINER JONES: Good morning.

MR. DeBRINE: Mr. Examiner, we will try not
to be too confusing, because we've got two separate
cases involving compulscry pooling for Matador in the
same general area. One 1s for a 320 Wolfcamp Gas well,
and the other is for a 160 Bone Springs oil well spacing
unit. And it is more or less -- there is a little bit
of difference in the ownership and committed owners and
SO we are going to do each case separately, but there's
going to be probably substantial overlap in the
testimeny for each case.

EXAMINER JONES: Any other appearances in
this case?

(No response.)

EXAMINER JONES: Any witnesses?

MR. DeBRINE: Earl DeBrine with the Modrall

4
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firm for Matador Production Company. The case 1s not
opposed. We are going to have two witnesses, the
landman, Trey Goodwin, and an engineer, Jason
Williamson.
EXAMINER JONES: Will the two witnesses
please stand and will the court reporter swear them in.
(Whereupon, the presenting witnesses were
administered the oath.)
MR. DeBRINE: I call Trey Goodwin at this
time.
TREY GOODWIN
having first been duly sworn, was examined and testified
as follows:
DIRECT EXAMINATION
BY MR. DeBRINE:
Q. Could you please state your name for the record.
A. Trey Goodwin.
Q. And who do you work for?
A. MRC Energy Company, an affiliate of Matador
Production Company.
Q. And what are your responsibilities as a landman
for MRC Energy?
A, I am a senicr landman. I negotiate acquisition
of mineral interests, obtain surface use agreements

working with surface owners, as well as reviewing

L
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abstracts, title opinions, curative.

Q. And have you previcusly testified before the
Division?

A. No.

Q. Could you give the Examiner some information with
regard to your educational background and prior work
history in the oil and gas industry.

A. Yes. 1 graduated with a degree in business
administration from Oklahoma State University in 2008.

I also have a degree in energy management from the
University of Tulsa which I received in May of 2012.

Q. Are you familiar with the application that has
been filed by Matador in this case?

A. TYes.

Q. Are you familiar with the status of the lands
that are the subject of this application?

A. Yes.

MR. DeBRINE: We tender the witness as an
expert in petroleum land matters.
EXAMINER JONES: He is so qualified.

Q. If you could turn to Exhibit 1 and take a look at
that.

A. Exhibit 1, this is a copy of the C-102 plat that
was attached to our approved permit for the Janie Conner

124H.

A ——
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Q. Could you explain what Matador is seeking through
its application in this case?

A. Yes. We are seeking to form a 160-acre project
area comprising of the Bone Springs Formation.

Q. And what is this portion of the section?
This is an old well.
What 1is the location ¢f the proposed well?
In section 13, township 24 south, range 28 east.

And what 1s the name of the well?

=R O I -

This is the Janie Conner 124H.

Q. Is the well going to be drilled and completed in
standard locations?

A. Yes.

" Q. And so you are asking the Division to pull the
mineral interests underlying the project area in the
Bone Springs Formation for the well?

A, Yes.

Q. Are all of the working interest owners in the
project area committed to the well?

A. No.

Q. You prepared an exhibit that indicates the
committed interests or the percentage of committed
interests and the parties you are seeking to pool?

A. Yes.

Q. You can turn to that exhibit.

= —
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A. Okay. If we take a look at Exhibit 2, I provided
a mineral interest summary with a breakdown of our
committed and non-committed interest owners. As you can
see a committed working interest percentage of 76.53
percent and a non-committed interest of 23.46 percent.

Q. And so Exhibit 2 reflects that you're seeking to
pool both some uncommitted working interest owners and
some uncommitted mineral interest owners as well?

A. Yes.

Q. With regard to the well, the Janie Conner
13-2435~-28E 124H well, what is the API number for that
one?

30-015-43039,
What is the pool involved in the application?

This is the Pierce Crossing Bone Springs.

A
Q
A
Q. What is the pcol number for that pool?

A 50371.

Q Are there any special rules applicable for that
pool?

A, There's no special pcocol rules.

Q. And you indicated earlier that there are reqgular
ncrmal setbacks of 330 feet under statewide rules for
the completed interval?

A. Yes. Setbacks are normal, 330 feet.

Q. What's the surface at bottom hole locations for

O MM St 311 e erez et SN M rrT——
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the well?

A. The surface hcle locaticon is located in lot P of
section 14, township 24 south, 28 east; 415 feet from
the south line, 255 feet from the east line.

And the location of the bottom heole is in section
13, lot P, 24 south, 28 east, 331 feet from the south
line, 240 feet from the east line.

Q. And the completed interval for the well, it will
be in compliance with the 330-foot setback regquirements,
correct?

A. Yes.

Q. Let's talk about your efforts to seek voluntary
approval of the interest owners and mineral interest
owners to participate in the well.

If yeou look at Exhibit 2, which you just
identified who those owners are --

A. Yes.

Q. -—- could you explain to the Examiner what efforts
were undertzken by you and others at Matador in order to
reach voluntary agreement prior to bringing your
application?

A. Yes. We sent well propesals and leases to each
of these individuals. And we also engaged with a third
party company to help us locate additioconal addresses and

telephone numbers.

i
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And we continue to correspond with those that we
could get in touch with and worked out an agreement with
many of them. And the ones that we weren't able to get
in touch with or reach agreements are the ones we see
listed here.

Q. If you turn to Exhibit 3, is that copies of the
well proposal letters that were sent out back in
Septemper of 2014 concerning the well?

A. Yes. These are the well proposals that we sent
out for each of the individuals that we wished to force
pool.

Q. Did your proposal include an AFE estimating the
cost of drilling, completing the well?

A. Yes. And I have a copy of the AFE as the -- it's
the last page in this exhibit.

Q. Does Exhibit E include the dry hole and
completion costs and could you tell the examiner what
those are?

A. Yes. The dry hole costs are $2,539,322.
Completion costs are $4,145,024.

Q. After sending the proposal letter to the working
interest and proposed leases to the unleased mineral
owners, what else did you do to try to obtain their
voluntary jeinder in the well?

A. We received additional correspondence from

AR RS Mt
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Page 11 %
parties wishing to participate and we made additional
attempts to contact and negotiate with individuals.

Q. And in your opinion, did you make a good faith F
effort to seek voluntary joinder by the interest owners
and the mineral owners before filing your application?

A. Yes.

Q. Let's look a little bit closer at the well costs
that are propcosed on the AFE in Exhibit 3. Have you
also estimated what the overhead costs while drilling

and producing the well will be?

T

A. Yes. We estimate that our drilling overhead cost
will be 57,000 and production overhead cost of $700.

Q. Are those costs consistent with charges made by
Matador on similar wells and other operators in the area
who are drilling wells of similar length and depth?

A. Yes.

Q. Are you asking the Division to include these
amounts for administrative and override costs in any
order resulting in this case?

A. Yes.

Q. Are you also requesting the Division to adjust
those costs in accordance with the Copas accounting
procedures?

A. Yes.

Q. Are you also requesting the Division to impose a

L ——— rhreh yrevri— T ——T re—
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200 percent risk charge for anyone who goes nonconsent
with regard to the well, for risk?

A, Yes,.

Q. With regard to notice of this proceeding, if you
turn to Exhibit 6, that's my affidavit of notice with
regard to the notice that was provided of Matador's
application ¢f this proceeding.

Have you prepared a list of offset owners of the
surrounding 40-acre standard spacing units who were
provided notice of Matador's application?

A. Yes, we have.

Q. And is that Exhibit 57?

A. Yes, it is.

Q. If you look at Exhibit 6, it includes the letters
that were sent out to the offset owners and to the
owners within the proposed project area and contains a
list ¢f them and the return receipt cards that were sent
out and received in response to the notice.

Were you able to locate all of the working
interests and mineral interest owners, tc find them and
provide notice of this proceeding?

A. Some cards came back as undeliverabkle. And,
again, we engage with third-party companies to locate
all addresses, but, yes, we did provide notice to

everyone.

T ik - it
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Page 13
Q. Did you also publish ncotice of this proceeding in

the Carlsbad Current-Argus in advance of the P

application?

A. Yes. And there's a copy of that, the affidavit
of notice that was published as the last page in this
exhibit.

Q. I noticed on Exhibit 6, one of the parties who is
listed as an offset owner is Oxy U.S.A. Inc.?

A, Yes,

Q. And did their status change with regard to the
position they were taking concerning the application?

A. Yes. We were working with Oxy as a potential
participant in the well. And they took some time
reviewing the well. And they reached ocut to us, letting
us know that they did not want to participate in the
well and indicated that they would allow their acreage
to be force pooled.

And I would like to direct you to Exhibit 11 --

Q. And if you could -- H

MR. DeBRINE: If I could approach,
Mr. Examiner.
EXAMINER JONES: Yes.

Q. This is an Exhibit that's not in your notebook,

but it's Matador Exhibit 11, which is a written

communication with Oxy.
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A. In our communications with Oxy, the entire time
we were communicating with them while they were
reviewing the well and deciding whether or not they
wanted to participate in the well or not, they wanted to
ensure that they didn't hold us up in any way from force
pooling if that was what they choose to do.

And this e-mail was one that we received
yesterday from Oxy allowing us to -- giving us the
go-ahead te go ahead and list them on the forced pool
for the Janie Conner wells.

Q. S0 Oxy had actual notice to this proceeding and
then they asked to just be included as one of the
parties --

A. Yes.

Q. -- that would be force pooled rather than
participate in the well?

A. Yes.

Q. Were Exhibits 1 through & prepared by you or from
the business records of Matador under your direction and
supervision?

A. Yes.

Q. Is the granting of Matador's application in the
interest of conservation and prevent waste and protect
correlative rights?

A. Yes.

PAUL BACA PROFESSIONAL COURT REPORTERS
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MR. DeBRINE: We would ask that Exhibits 1
through 6 and 11 be admitted into evidence and present
the witness for cross by the Examiners.

EXAMINER JONES: Exhibits 6 through 117

MR. DeBRINE: Exhibits 1 through 6 and 11.

EXAMINER JONES: Exhibits 1 through 6 and 11
are admitted.

(Whereupon, Matador Production Company
Exhibits 1 through 6 and Exhibit 11 were offered and
admitted.)

EXAMINATION BY EXAMINER DAWSON

EXAMINER DAWSON: Goocd morning, Mr. Goodwin.

THE WITNESS: Good morning.

EXAMINER DAWSON: The question I have of you
is on this lease breakdown in section 13, do you know --
I didn't see a map in here documenting the leases. Is
it half and half or how does that lay out?

THE WITNESS: Yes, this area, this 1s
located right near the town of Malagar, right inside of
that Malagar town, so there's a lot of subdivided
interests.

So for this particular section, you have, in
the south half only you have, you know, 20 tracts. And
within those 20 tracts, there were, you know, several

working interest owners in the underlying tracts.

o m
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EXAMINER DAWSON: Okay. And they are all
documented on this exhibit, too?

THE WITNESS: Yes, sir.

We have bundled up our committed working
interests from those, so there are several tracts where
we had committed working interests. But within that
same tract, there might have been individuals that we
could not have located that had a smaller working
interest. And those are the individuals that we have
listed here.

EXAMINER DAWSON: I have no further
guestions then.

EXAMINATION BY EXAMINER JONES

EXAMINER JONES: Mr. Goodwin, the bottom
hole location of the well seems tc have changed a bit.
But did you -- now it's 331 from the south and 240 from
the east. Will the completed interval of the well Dbe
standard?

THE WITNESS: Yes. The completed interval
will be standard. The first perforation point is
located 330 feet off the south line, 330 feet off the
west line of secticn 13. And the last perforation point
is located 330 off the south line and 330 feet off the
east line.

MR. DeBRINE: And, Mr. Examiner, ancther
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witness is going to address it, but if you look at
Exhibit 10, is a well diagram that shows that in greater
detail.

EXAMINER JONES: Okay. There it is. Thank
you.

So Oxy 1s running out of money or what?

THE WITNESS: (Laughter.)

EXAMINER JONES: What's up with them?

THE WITNESS: T reached out to them several
times, asking why, you know, they didn't want to
participate in the well. And they never gave me an
answer, so I can't speak on their behalf on why they
didn't want to.

But all I know is that they didn't want to
and they gave us the go ahead to force pool, that's kind
of where we are at today.

EXAMINER JONES: There's no indication they
might, even after the order is issued within the 30 days
after they get the costs, go ahead and decide to
participate?

THE WITNESS: If that happens, if they
decide to participate, then we will submit that and take
them off the forced pooling.

EXAMINER JONES: Okay. So it was quite a

land intensive play here.

H
i
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Page 18
THE WITNESS: This was very land intensive.

EXAMINER JONES: And the guy you work with
named Pierce -- what is his last name?
THE WITNESS: Pierce Thomas.
EXAMINER JONES: So he didn't name this?
Obviously, this was Pierce Crossing before he --
THE WITNESS: He probably would like to
think it was named after him.
EXAMINER JONES: Yeah. Okay. I don't have
any more questions.
EXAMINER WADE: I have no questions.
EXAMINER JONES: Thank you very much.
MR. DeBRINE: My next witness, Mr. Examiner,
is Jeron Williamson.
JERON WILLIAMSON
having been first duly sworn, was examined and testified
as follows:
DIRECT EXAMINATION
BY MR. DeBRINE:
Q. Would you please state your name for the record.
A My name is Jercn Williamson.
Q. Who do you work for, Mr. Williamson?
A I'm employed by the MRC Energy Company, an
affiliate of Matador Production Company.

Q. And what i1s your position with MRC Energy

e
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Company?

A. I am employed as a senior staff reservoir
engineer.

Q. What are your duties and responsibilities as a
senior staff engineer for MRC?

A. So 1 am assoclated with the southeast New Mexico
development team, their goals being to optimize cur
development or acreage position in Lea and Eddy
counties.

Q. As an engineer, do you also work with the geology
division within MRC in targeting wells and making your
decisions with regard to the drilling of wells?

A. That's correct.

Q. Could you describe your educational background
and prior work history before you joined MRC?

A. Sure. I was -- I earned a bachelor of science
degree 1n petroleum engineering from Texas A&M in 1996.
In 2002, I received a master's of business
administration from Robert Morris University in
Piftsburgh, Pennsylvania.

I was employed by Schiumberger Data and
Consulting Service, formerly S.A. Holich & Associates,
for 13-plus years.

I have been employed by Talisman Energy for four

years in the Pittsburgh, Pennsylvania office, and, for

rr——— P rre=r
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the last ten months, by MRC Energy Company.
0. Do you hold any certifications or belong to any H
professional organizations?
A. I am a member of the Society of Petroleum
Engineers.
Q. Have you previously testified before the

Division?

A. Yes.

Q. Were your credentials accepted and made a matter
of record in that case?

A. They were. i

Q. Are you familiar with the application that has
been filed my Matador in this case?

A, Yes, I am.

Q. Are you also familiar with the status of the
lands involved in the application?

A. Yes.

Q. And the APD for the Janie Conner 13-245-28E RB,
No 124 well?

A. I am, vyes.

Q. Have persons working with you or under your
direction and control -- or your direction and
supervision conducted a geclogical and engineering study
with regard to the project area for the Janie Conner

124H well?
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A. Yes.

MR. DeBRINE: We will tender the witness as
an expert in both petroleum and geological engineering
matters.

EXAMINER JONES: Mr. Williams is gqualified
as an expert in petroleum engineering and geological
matters.

. If you cculd turn to what's been marked as
Exhibit 7, Mr. Williamson, and explain to the Examiner
what 1s represented by that map.

A. Matador Exhibit 7 is a structure map of the top
of the Second Bone Spring, a subC structure map, in the
Pierce Crossing Bone Spring pocl area.

Noted on the map in yellow are the Matador
acreage blocks. In the center of the map, in blue, is
the Matador Janie Conner 124H well, designated there
with a surface hole location in the southeast quarter of
section 14. The well is being drilled from west to east
with the bottom hole location in the southeast quarter
of section 13.

The contour intervals on this map are 25 feet.
And you will notice that the top -- or the Second Bone
Spring is dipping to the east at about a cone-degree dip.

Also located on this map are offset-producing

Second Bone Spring horizontal wells. And those are
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noted with the orange circle attributes.

Q. Did you identify 1f there were any geological
impediments to drilling the Janie Ccnner No. 124 well?

A. There do not appear to be any.

Q. Did you prepare a cross section of logs to
determine the relative thickness in porosity of the
Second Bone Spring formation in this area?

A. Yes.

Q. If you could turn tc Exhibit 8, and explain to
the Examiner what is shown there.

A. Matador Exhibit 8 is a structural cross section,
A tc A prime. You will notice down at the bottom center
of the page is the map showing where these wells are
located, so there's wells designated as No. 1 and No. 2.
Those are the Oxy U.S.A. Inc. Lightfoot No. 1 and
Lightfoot No. 2 wells.

In section 14, designated number 3, is the Devon
Energy Harrison CL-13 No. 1 well. This cross section
shows the top of the Second Bone Spring Sand, there with
the maroon-colored line, and the Third Bone Spring
carbonate top in the purple line. So you will notice
that there is a well above 350 feet of thickness in the
Second Bone Spring Sand.

The left tracts on the logs are gamma ray and

resistivity, with the right tract being the compensating
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neutron density logs showing in the shaded area of
crossover, in red. The cutoff that we are using there
is 8 percent porosity, so there's continuous development
of the sand across the area that we are going to develop
with this well, with porecsity ranging from eight to

15 percent.

Q. And what conclusions have you drawn from your
geological and engineering study cof the area?

A. We have concluded that this formation is
continucus, no impediments to drilling a horizontal well
in the area. And we do believe that drilling a
horizontal well will most effectively develop this
acreage.

Q. And will each quarter, qguarter section of the
proposed project area be productive in the Second Bone
Spring Fermation and contributing to the well?

A. Yes, we expect it will be.

Q. If you could turn to Exhibit 9. And some of this
was incorporated into your earlier testimony. But 1if
you could just explain to the Examiner what that depicts
and how that factors into your conclusions.

A. Yes, Matador Exhibit 9 1is just an 1lsopach map of
the Second Bone Spring Sand that shows that the
formaticn is continuous with thicknesses in excess cof

350 and 375 feet in the area where the Janie Conner's

H
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124 will be drilled.

Q. If you could turn to Exhibit 10, which is the
well bore diagram for the Janie Conner 124. Does that
show the completed interval for the well?

A. Yes.

C. And is the completed interval within the 330-foot
setback regquirements under statewide rules?

A. Yes, it 1is.

Q. Mr. Williamson, in your opinion will the granting
of Matador's application be in the best interests of
conservation and the prevention of waste and protection
of correlative rights?

A. Yes, I believe it will.

MR. DeBRINE: We weculd move for the
admission of Exhibits 7 thrbugh 10, Mr. Examiner.

EXAMINER JONES: Exhibits 7 through 10 will
be admitted.

(Whereupon, Matador Production Company
Exhibits 7 through 10 were offered and admitted.)

MR. DeBRINE: And I present the witness for
further examination.

EXAMINATION BY EXAMINER DAWSON

EXAMINER DAWSON: Good morning,

Mr. Williamson. I Jjust have a few questions. On the

proposed well path going from west to east, I notice a
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lot of those wells that are southwest of there were
drilled north, south.

How come you guys decided to go -- and the
ones east of there are drilled, it loocks like, west to
east probably.

THE WITNESS: That's right.

EXAMINER DAWSON: But is there a reason why
you guys decided to make that a west tc east instead of
north, south?

THE WITNESS: Yes, we don't really notice a
marked difference in the production results from the
wells in this area, in the Second Bone Spring.

Really, we've got an existing pad locatiocon
in section 14 with two other wells already on it.

So we're going to bésically minimize the surface
disturbance by drilling those same wells in that same
pad location and drill east, west from that pad.

EXAMINER DAWSON: Did you have tc obtain a
special lease agreement for that pad? I don't know what
-- 1is that federal acreage or is that --

THE WITNESS: I would be speaking cut of
turn, but I believe it's fee acreage.

EXAMINER DAWSON: Fee.

And 13, the south half of 13, the south

half, south half is also fee?

ettt ——
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THE WITNESS: Yes.

EXAMINER DAWSCON: That's all the questiocns I

have.

MR. DeBRINE: That concludes our
presentation.

EXAMINER JONES: I don't have any questions.

EXAMINER WADE: Neither do I.

EXAMINER JONES: Okay. That's it for this
presentation.

MR. DeBRINE: Mr. Examiner, I was just going
to indicate there's some level of urgency with regard to
the drilling of this well and then in the next case that
we're going tc present, so we just ask that the Division
act as expeditiously as it can given its difficult
workload that I know that it has.

EXAMINER JONES: Thanks for —--

EXAMINER DAWSON: Do you have short-term
leases within that?

MR. DeBRINE: No. It's primarily driven by
the schedule, who's going to be there, and they're going
to be drilled next to each other.

EXAMINER DAWSON: Okay.

EXAMINER JONES: Okay. With nothing else in
this case, we'll take the case under --

UNIDENTIFIED VOICE FROM THE REAR: I'd like
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to say that we do have lease expirations in September,
September 15th. So that's one of the reasons why the
drill schedule and why it's urgent. We do have lease
expiration issues.

EXAMINER DAWSON: Ckay.

EXAMINER JONES: We will take case 15301

under advisement.

{Time noted 10:41 a.m.)
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