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STATE OF NEW MEXICO Rthl‘ D OCD

ENERGY, MINERALS AND NATURAL RESOURCES DIVISION .
OIL:CONSERVATION DIVISIONIIS 16 28 P 3 22

APPLICATION OF MATADOR PRODUCTION

COMPANY FOR A NON-STANDARD SPACING

AND PRORATION UNIT AND COMPULSORY

‘POOLING, LEA'COUNTY, NEW MEXICO. ~ Case No. 15363

‘MOTION TO DISMISS APPLICATION FOR.
- NON-STANDARD OIL SPACING PROJECT AREA

Jalapeno COrpdifétiQn and Yates .Energ‘y Corporation (“Jalapeno”) by and through
‘counsel the Gallegos- Law Firm, P.C., requests that the: New Mexico- Oil Consefvation
Division enter its order :c’i__iSmj‘smsingl this proceeding c;n the grbundsj'théf the Division has’
no ‘authé‘fity under statute or fule- :[-0 e'ljté“r' a ‘fojrc':é pqolih—g,‘o_‘rde_a.r on Matador's application.
The applléca'tion seeks apprdvél of .a non-standard oil spacing unit ‘comprised of four
separate, forty acre -oil spacmg units for a- honzontal oil well testing the \Nolfcamp
formation. As grounds for this MOt[Oﬂ Jalapeno states-as follows:

1. . This case'was filed by applicant Matador Productlon'-Cdm‘pany on July_’21;
2015. Matador :seéks é_pp_r:oval,of a non-standard oil spacing unit in the Wolfcamp
formation comprised of foUr‘s'eparate 40 acre qil spa’éingvt]nits comprising the W/2 W/2
 of Section 3:1,'T'-1£‘3'-S‘, R-35-E, Lea County, New Mexico., Matador seeks to pool all
- mineral intérest 0\'N'nets‘_i[1 er‘d."er to drill the Airstrip 31 18 35 RN State Com. Well No.
201H to “a depth sufficient to test the Wolfcamp formation.” HoW'e'\'ie.'r,',Matador also
seeks an order pooling“all mineral interests underlying the W1/2 W/1/2 of Section 33

2. _Ja[apeno owns working interests affécted by the compulsory pooling

appliéation and opposes this applicétion.




3. As creatures of statute-the Division-and the Oil-CéhSéw'atioh'Cqmmission
are established by and their authority is lifited to the enabling legislation as.set forth in

~ the New Mexico Oil and Gas Act, NMSA 1978 §70-2-1 et seq.; Continental Qi Co. v. Ol

.Conservation Comm'n, 4 062-NMSC-1962, 11, 70 N.M.-301,'373 P.2d SOQ}ZMarpoblv,

" Oi Conservation Gomm’n, 2009-NMSC-13,9 23, 146 N.M. 24.

4. While the New Mexico Legislature in NMSA 1978 § 70:2-17 has

authorized. compulsory pooling within spacing or proration units, it has not authorized

compulsory pooling of project areas ‘I‘in"kin'g' -and crossing muttiple, standard spacing
units. The Divisicn althority to-allow force pooling reads ‘as follows:

‘When two or'more séparately owned tracts of land are-embraced within &
spacing or proratton unit, or where there are owners of roya!ty interests or
:undlwded interest in oil .and gas frinerals which- are separately owned or
‘any combination thereof, 'embraced w:thln such spacing or proration unit,
the ownér or-owners thereof may. vahdly pool their interests and develop
their. lands as a unit. Where, however, such owner or owneérs have. not
agreed to pool their mterests and where one such separate owner or
owners, who has the right fo drill, has drilléd :or proposes to drill.a well on
~ gaid unit-to:a-common source-of supply, the' division, to.avoid the dnllmg of -
unnecessary wells or to protect corrélative nghts shali pool all or-any part
of such lands-or interests or both in the spacing or proration urit as a unit.:

'Emphasis-added.

5. The lawful authority of the Division is ‘rel'at‘éd'?tc')' pooling of interests in a
spacing unit, be it a 320 acre gas unit or a 40 acre 0|I umt Rule 19.15.15. 11'(8)(1)
permits a non- standard spacing unit that.is not less than 70 percent or more than 130
percent of a s_tandard spacing unit.

6. A practice has arisen before the Division to consider force pooling

applications seeking'fo combine four foity (40) acre oil spacing .units into a 160 acre

“project area.” This practice has been entertained by the Division under the Special

Rulés for Horizontal Wells. Rule -‘19.-15'.'16‘._154 NMAC. The Qil and Gas Act makes no
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m‘eﬁﬁon‘o’f or allowance for what the Division has entitied a “project area.” There is no
legislative grant of authority to -create’ project areas for a hofizontal weli comprised of a
combination of compiete, contiguous ‘spacing .Qnits. The Commission has previously
ruled that combining complete, -contigudus spacing units is in the nature of unitization
and.is not properly considered in Ithe creation: .of a r'lon-'standar'd spacing ﬂpjt.- See
Ordr-,;f.' No. R-13228-F (November 4, 2010). |

| . The stacking of 40 acre oil ;s‘b‘a‘t:in'_g inits imp‘l‘_i'cjajte;} multiple complex

issues of ownership, -of reservoir inconsistencies, of royalty responsibilities, of conflicts

in the owner or owner who has the right to drill, -and other ‘factors thaf must be -

systematically :and thoroughly .analyzed in.fbrd‘é'r- for the legislaturé to ‘cansider the -

industry and public interest in determining whether atithorizing legislation ‘skiould be
enacted. The. Divisioh is and has been exceeding its statutory au'tﬁority t;y'its ad hoc
aéproach'to this highly important.subject. | B

8. The Commission has _ad.o_pt'ed and ,re.qulired observance by the industry of
its F'{ules'-.estaldlishing spacin"g units. In the case of a‘well in a defined oil pool the
spacing-unit-shall co‘ns'ist "of app‘roxihwately'klo’Con{iguous surface’ areas substantially in
the 'forrﬁ‘ of a square . ". Rule -_19.15_.15.’9‘(A) NMAC. NMSA 1978 § 701—.2-18(0')
provides ‘authority for the Division to establish nori‘stand‘afrq spacing units. The
_Comrhiséion hlas adopted and required observance of Rules governing nonstandard
© spacing units _Iimiting, for example, a 40 acre oil spacing unit to a configuration of not
less than 70 percent nor more than 1.30 pe’rcéﬁt of a st‘aﬁdard spacing unit. Rule
19.15.15.11(B)(1) NMAC. The Special Rules for Horizontal Wells relied upon by

Matador in this proceeding (19.15.16.15) .are in conflict with the rules and procedures
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set forth above governing spacing units and the provisions controlling nonstandard
spacing units.

9. Moreover, the Commission has previously entertained an application by
the Division to amend Rule 19.15.14.8 NMAC and Rule 19.15.16 NMAC to address-and
allow for non-standard spacing or pro-ration units or special spacing or’ proration for
horizontal wells. The Commission properly declined to do.sd because its authorit‘f “has
not been clearly de!ineatéd by either judicial or Comrﬁission p(ededeht:” ‘See Order No.
R-13499 (January 23, 2012).

'WHEREFORE, Jaldpeno requests that the Division dismiss Matador's
Applilca_tio-n.iri this proceeding and for such further relief as it deemé appropriaté.

" Respectfully submitted,

GALLEWA FIRM, P.C.
By S LS

IVIICHAE J. CONDOCN
460 St. Michael's Drive, Bldg. 300
Santa Fe, New Mexico 87505
(505) 983-6686

Attorneys for Jalapeno Gorporation and Yates
Energy. Corporation

‘.QERTIFiCATE OF SERVICE

| hereby certify that a true and correct copy .of 'th_’e‘f_oregoing was served on the.

following counsei of record by electronic miail this day of August, 2015.

James Bruce

P:0O. Box 1056
Santa Fe, NM 87504 _
lamesbruc@aol.com M z2 %

J.E. Gallegos
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