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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: 

CASE NO. 14118 
APPLICATION OF XTO ENERGY, INC. FOR 
COMPULSORY POOLING, SAN JUAN COUNTY, 
NEW MEXICO 
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May 15, 2008 

Santa Fe, New Mexico 

This matter came f o r hearing before the New Mexico O i l 
Conservation D i v i s i o n , DAVID K. BROOKS, Legal Examiner, and 
TERRY G. WARNELL, Technical Examiner, and RICHARD EZEANYIM, 
Technical Examiner, on May 15, 2008, at the New Mexico Energy, 
Minerals and N a t u r a l Resources Department, 1220 South 
St. Francis Drive, Room 102, Santa Fe, New Mexico. 

REPORTED BY: JOYCE D. CALVERT, P-03 
Paul Baca Court Reporters 
500 Fourth S t r e e t , NW, Suite 105 
Albuquerque, New Mexico 87102 
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1 MR. WARNELL: Case No. 14118. C a l l f o r appearances. 

2 Mr. K e l l a h i n . 

3 MR. KELLAHIN: Good morning, Mr. Examiner. 

4 MR. WARNELL: Any witnesses? 

5 MR. KELLAHIN: Mr. Examiner, we're pres e n t i n g t h i s by 

6 a f f i d a v i t . 

7 MR. WARNELL: Any other appearances? 

8 MR. KELLAHIN: Not t h a t I'm aware o f , Mr. Examiner. 

9 MR. WARNELL: Okay. 

10 MR. KELLAHIN: With your permission, Mr. Examiner, 

11 I ' l l d i s t r i b u t e the e x h i b i t s . 

12 MR. WARNELL: Please. 

13 MR. EZEANYIM: Thank you. 

14 MR. KELLAHIN: Mr. Examiner, w i t h your permission, 

15 I ' l l commence the p r e s e n t a t i o n on behalf of the a p p l i c a n t . 

16 We are processing t h i s compulsory p o o l i n g case 

17 pursuant t o the a l t e r n a t i v e p o o l i n g procedure set f o r t h i n 

18 Rule 1210, which allows us t o do t h i s by a f f i d a v i t . 

19 The a f f i d a v i t you're about t o see has been complied 

20 w i t h my assistance by Mr. Aaron A u s t i n . Mr. A u s t i n i s a 

21 petroleum landman. The p l a t on the f r o n t i s j u s t simply t o 

22 o r i e n t you t o what we're t r y i n g t o accomplish. This p l a t i s of 

23 Section 28. The pool t r a c t i s t o be the n o r t h h a l f w i t h the 

24 northeast q u a r t e r t o be the d e d i c a t i o n t o the P i c t u r e d C l i f f s . 

25 The n o r t h h a l f would then be dedicated t o F r u i t l a n d Coal gas 
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1 w e l l . 

2 This p l a t shows the e x i s t i n g w e l l s t h a t are i n the 

3 P i c t u r e d C l i f f s . The w e l l i n the northeast q u a r t e r , the 

4 Madsen GC-1 i s a plugged w e l l . So t h a t leaves t h a t spacing 

5 u n i t a v a i l a b l e f o r a P i c t u r e d C l i f f s w e l l . 

6 I f y o u ' l l t u r n t o the a f f i d a v i t , Mr. Examiner, I've 

7 marked t h i s as a p p l i c a n t E x h i b i t No. 2. Mr. A u s t i n has 

8 d e t a i l e d w i t h some s p e c i f i c i t y a l l the requirements of the 

9 r u l e . But i f y o u ' l l t u r n w i t h me t o the attachments t o the 

10 a f f i d a v i t -- i t ' s about the f i f t h page back -- you're going t o 

11 see an e x h i b i t marked A, and t h a t i s a t r a c t map of the n o r t h 

12 h a l f of Section 28 i n which Mr. A u s t i n has shown the 

13 s u b d i v i s i o n of the spacing u n i t s . 

14 The p a r t i e s i n question have i n t e r e s t i n the 

15 southeast of the northeast. There's a number of names l i s t e d 

16 t here showing various i n t e r e s t s -- t h a t 40-acre t r a c t -- i t ' s 

17 my understanding t h a t a l l those i n d i v i d u a l s are e i t h e r unknown 

18 or have chosen not t o p a r t i c i p a t e and, t h e r e f o r e , have asked t o 

19 be pooled. 

20 The w e l l bore i t s e l f i s going t o be l o c a t e d i n u n i t 

21 l e t t e r G, which puts i t on a 40-acre t r a c t i n which XTO has 

22 100 percent c o n t r o l . The northwest q u a r t e r has a 40-acre t r a c t 

23 t h a t ' s c o n t r o l l e d by B u r l i n g t o n . B u r l i n g t o n has agreed t o 

24 p a r t i c i p a t e . 

25 So we're focussing on the ownership i n the spacing 
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1 u n i t i n so f a r as i t ' s determined by the t r a c t p a r t i e s i n the 

2 southeast of the nor t h e a s t . I f you t u r n t o E x h i b i t B, there's 

3 a breakdown of those i n d i v i d u a l s . The a f f i d a v i t from 

4 Mr. A u s t i n w i l l i n d i c a t e there's an ownership i n t e r e s t i n a 

5 Douglas Kenaston. Mr. Kenaston i s not l o c a t a b l e . The only 

6 Mr. Kenastons t h a t have responded e i t h e r by phone or t o the 

7 no t i c e s profess not t o have any i n t e r e s t or knowledge about 

8 what t h i s i s about. So we've not been able t o f i n d the Douglas 

9 Kenaston t h a t i s the purported owner of the i n t e r e s t . 

10 Later i n the t a b u l a t i o n y o u ' l l see a reference t o 

11 B u r l i n g t o n . They're agreeing the p a r t i c i p a t e . And then you 

12 see four more e n t i t i e s . There's a Robert Helton and there's a 

13 CEDB Holding Company. And there's a Donda Morgan, and then 

14 there's the Wilkinson Trust and the Wilkinson Estate. 

15 With the exception of the h o l d i n g company, a l l n o t i c e 

16 has been provided according t o the r u l e . We w i l l need a f t e r 

17 the p r e s e n t a t i o n t o have you continue t h i s case t o the 

18 June 12th Docket i n other t o complete the n o t i c e of hearing 

19 process t o the h o l d i n g company. 

20 The f o l l o w i n g E x h i b i t B i s an E x h i b i t B - l , which 

21 d e t a i l s Mr. Austin's summary of how he's attempted t o contact 

22 Mr. Kenaston. These are a l l the i n t e r n e t searches and a l l the 

23 r e s t t o exhaust a l l o p p o r t u n i t i e s t o l o c a t e t h a t i n d i v i d u a l . 
24 Following t h a t i s a t a b u l a t i o n of l e t t e r s under 

25 E x h i b i t C, and they are Pages 1 through 7. These represent the 
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1 documents t h a t were sent t o the p a r t i e s t o be pooled. A f t e r 

2 you get past the f i r s t l e t t e r , a l l you're l o o k i n g at i s the 

3 i n i t i a l cover l e t t e r . I n each instance Mr. A u s t i n provided an 

4 AFE t o these p a r t i e s and we've not been able t o get t h e i r 

5 p a r t i c i p a t i o n . 

6 Following t h a t i s a reference t o the Ernst & Young 

7 overhead r a t e s survey. U n f o r t u n a t e l y , t h i s one i s a l i t t l e out 

8 of date. This one i s '06. My understanding from Mr. A u s t i n i s 

9 a cu r r e n t search of those proposed w e l l costs put XTO's 

10 proposed w e l l costs f o r overhead r a t e s i n the f o l l o w i n g range: 

11 They would proposed $5,000 a month d r i l l i n g and an op e r a t i n g 

12 w e l l r a t e of $500 a month, and t h a t ' s what they're seeking t o 

13 have inclu d e d i n the order. 

14 I n a d d i t i o n , Mr. A u s t i n would l i k e t o have t o have 

15 the Copus e s c a l a t i o n t h a t the D i v i s i o n c u s t o m a r i l y puts i n 

16 p o o l i n g orders so t h a t our cost component f o r the pool costs 

17 c o n t r a c t what we use i n our AFEs and we don't have t o have 

18 separate accounting f o r those numbers. 

19 There's two pages t o the Ernst & Young document. And 

20 i f you t u r n past those, y o u ' l l get t o E x h i b i t E, and t h i s i s 

21 the C-102 t h a t w i l l s p e c i f i c a l l y show you what the proposed 

22 p e r m i t t e d l o c a t i o n i s , and showing you t h a t i t f a l l s as a 

23 standard l o c a t i o n i n Unit G. 
24 Following t h a t i s the AFE t h a t was c i r c u l a t e d . To 

25 supplement the a f f i d a v i t , Mr. Examiner, there i s some 
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1 a d d i t i o n a l documentations. E x h i b i t No. 3 i s the t i t l e o p i n i o n , 

2 d r i l l s i t e t i t l e o p i n i o n , t h a t Michael Cunningham prepared f o r 

3 the a p p l i c a n t . And i t shows s p e c i f i c a l l y how these various 

4 i n t e r e s t s show up and does the maps t o show you the 

5 percentages, should you care t o look f o r them. I n the comments 

6 s e c t i o n he does summarize the d i f f i c u l t i e s w i t h some of these 

7 changes of t i t l e and i t can t r a c t you back t o how Mr. Au s t i n 

8 has determined what p a r t i e s t o send n o t i c e t o . 

9 And, f i n a l l y , t h ere are two more e x h i b i t s . There i s 

10 an E x h i b i t 4 which i s my A f f i d a v i t of M a i l i n g those of the 

11 hearing. I t w i l l r e f l e c t t h a t d espite the f a c t t h a t we can't 

12 f i n d Mr. Douglas Kenaston, we went ahead and sent n o t i c e s t o 

13 a l l 17 of those addresses and most of which have been retur n e d 

14 t o us. 

15 And then, f i n a l l y , because the o p p o r t u n i t y e x i s t s 

16 t h a t Mr. Kenaston cannot be loc a t e d , we published n o t i c e 

17 pursuant t o r u l e i n the Farmington paper. And t h a t A f f i d a v i t 

18 of P u b l i c a t i o n i s shown as E x h i b i t No. 5. 

19 With your permission, Mr. Examiner, we would move the 

20 i n t r o d u c t i o n of a p p l i c a n t ' s E x h i b i t s 1 through 5. 

21 MR. WARNELL: So be i t . We'll admit the E x h i b i t s 1 

22 through 5. 

23 MR. KELLAHIN: And I ' l l stand f o r questions, i f you 

2 4 have any. 

25 MR. WARNELL: Case No. 14118. Any questions? 
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MR. BROOKS: I don't t h i n k so. S t r a i g h t forward 

2 p r e s e n t a t i o n . 

3 MR. WARNELL: Richard, a r r e s t e d any questions? 

4 MR. EZEANYIM: On your overhead r a t e s . 

5 MR. KELLAHIN: Yes, s i r . 

6 MR. EZEANYIM: I know you using Ernst & Young. How 

7 

8 

d i d you get t h i s $5,000 and $500? 

MR. KELLAHIN: That came from XTO's d r i l l i n g 

9 department and through Mr. A u s t i n . Apparently, i t ' s t h e i r 

10 c u r r e n t r a t e being charged i n the San Juan Basin f o r w e l l s l i k e 

11 t h i s . 

12 MR. EZEANYIM: And then what i s the depth on t h i s 

13 one? 

14 MR. KELLAHIN: I t h i n k i t ' s j u s t s h o r t of 2,000 f e e t , 

15 i f my r e c o l l e c t i o n of the AFE i s c o r r e c t . We can look r e a l 

16 q u i c k l y and see. 

17 MR. EZEANYIM: For 2,000 feet? 

18 MR. KELLAHIN: I t h i n k so. 

19 MR. EZEANYIM: Have you submitted an APD f o r t h i s 

20 well? 

21 MR. KELLAHIN: No, i t ' s not obtained y e t . 

22 MR. EZEANYIM: Are you l o c a t i o n i s standard? 

23 MR. KELLAHIN: I t ' s a standard l o c a t i o n pursuant t o 

24 t h a t p l a t attached. That's the exact footages. 

25 MR. EZEANYIM: That's a l l I have. 
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MR. WARNELL: Okay. Fine. I have no f u r t h e r 

q u estions. 

We'll take t h i s under advisement and w e ' l l continue 

Case No. 14118 u n t i l June the 12th of 2008. 

MR. KELLAHIN: Thank you, Mr. Examiner. 

[Hearing concluded.] 
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