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1 HEARING EXAMINER: Let's c a l l Case No. 14466, 

2 A p p l i c a t i o n of Cimarex Energy Company f o r Approval f o r a 

3 Nonstandard O i l Spacing and P r o r a t i o n U n i t and Compulsory 

4 Pooling, Lea County, New Mexico. C a l l f o r appearances. 

5 MR. BRUCE: Mr. Examiner, Jim Bruce of Santa Fe 

6 re p r e s e n t i n g the A p p l i c a n t . I'm s u b m i t t i n g t h i s by 

7 a f f i d a v i t . 

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

9 case I ' d l i k e t o enter an appearance f o r Linn Energy 

10 Holdings, LLC; Fuel Products, I nc.; Pear Resources; and 

11 Fasken O i l and Ranch. 

12 HEARING EXAMINER: And Mr. Carr, t h a t ' s p r e t t y 

13 w e l l going t o hold t r u e f o r the r e s t of --

14 MR. CARR: That w i l l hold t r u e f o r the next 

15 three cases. They're a l l i n the same s e c t i o n . We are i n 

16 n e g o t i a t i o n s w i t h Cimarex. I do not i n t e n d t o c a l l a 

17 witness. 

18 Hearing EXAMINER: Okay. Thank you. Whenever 

19 you're ready, Mr. Bruce. 

2 0 MR. BRUCE: Mr. Examiner, I've submitted t o you 

21 f o u r e x h i b i t s i n t h i s case, and w i l l do so i n each of 

22 these succeeding cases. 

23 I n t h i s case, E x h i b i t 1 i s the v e r i f i e d 

24 statement of Mike Wallace, landman f o r Cimarex. And they 

25 are seeking t o force pool the south h a l f south h a l f of 
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1 Section 35, 19 South, 34 East. 

2 The v e r t i c a l p o r t i o n of the wellbore i s i n the 

3 southwest southwest. So I'm asking t o pool from the 

4 surface t o the top of the Bone Spring. 

5 Let me take a step back. As Mr. Carr s a i d , t h i s 

6 i s a l l i n one s e c t i o n . The s e c t i o n i s covered by one 

7 lease, although there are v a r y i n g i n t e r e s t s i n the w e l l 

8 u n i t . 

9 But each of those cases, I'm going t o present, 

10 I'm going t o ask f o r f o r c e p o o l i n g from surface t o the top 

11 of the Bone Spring i n a 40 acre t r a c t , and then f o r c e 

12 p o o l i n g the Bone Springs formation u n d e r l y i n g the p r o j e c t 

13 area or nonstandard u n i t . 

14 Although the i n t e r e s t s set f o r t h are f o r the 

15 south h a l f south h a l f -- or, I should say, the p r o j e c t 

16 area i n each of these cases, the i n t e r e s t owners also own 

17 i n t e r e s t s i n the 40 acres where the v e r t i c a l p o r t i o n of 

18 the wellbore i s located. 

19 Again, t h i s case in v o l v e s the south h a l f south 

20 h a l f of Section 35, and the w e l l i s the Mallon 35 Well 

21 No. 4, which s t a r t s i n the southwest southwest and heads 

22 eastward t o a terminus i n the southeast southeast. 

23 The a f f i d a v i t l i s t s the i n t e r e s t owners being 

24 pooled and t h e i r percentage i n t e r e s t s . The Applicant 

25 requests a 200 percent r i s k charge be assessed against any 
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1 nonconsenting i n t e r e s t owner. And the o f f s e t operators 

2 are also i d e n t i f i e d i n the a f f i d a v i t . 

3 The overhead charges requested i n each of these 

4 cases i s $6,500 a month f o r a d r i l l i n g w e l l , and $650 per 

5 month f o r a producing w e l l . 

6 Attachment A t o the landman's e x h i b i t i s simply 

7 a land p l a t showing the w e l l u n i t . 

8 Attachment B i s the correspondence, i n i t i a l w e l l 

9 proposals, and t h i s includes correspondence from Cimarex 

10 Energy Company and correspondence t o Cimarex Energy 

11 Company. 

12 Y o u ' l l n o t i c e t h a t the p a r t i e s have been 

13 provided w i t h -- The i n i t i a l w e l l proposal went out about 

14 f i v e months ago and there has been w r i t t e n correspondence 

15 between the p a r t i e s . There have been e-mails. Also, 

16 there have been phone c a l l s . 

17 Cimarex i s c o n t i n u i n g t o work w i t h these 

18 i n t e r e s t owners and hopes t o conclude JOAs w i t h a number 

19 of these p a r t i e s , i n p a r t i c u l a r , Fuel Products, Inc., Pear 

2 0 Resources, and Linn Energy. 

21 Mr. Carr also entered an appearance f o r Fasken 

22 O i l and Ranch. They're an o f f s e t i n t e r e s t owner. They're 

23 not a d i r e c t o f f s e t , but they do have a number of w e l l s i n 
24 the area. 

25 And so, I think Cimarex and Fasken have been in 
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1 some other OCD cases i n v o l v i n g Bone Springs w e l l s i n t h i s 

2 area. So I t h i n k Fasken i s simply an i n t e r e s t e d p a r t y 

3 seeing what i s going on i n an area of i n t e r e s t t o i t . 

4 MR. BROOKS: May I ask Mr. Carr a question i n 

5 t h a t regard? Do you know i f Brooks O i l and Gas owns any 

6 i n t e r e s t i n any o f f s e t t i n g p r o p e r t i e s ? 

7 MR. CARR: No, do not. I'm not aware of i t . 

8 MR. BROOKS: Well, I t h i n k probably I should 

9 withdraw from p a r t i c i p a t i o n i n the case j u s t i n case 

10 t h a t ' s the case, i f I'm not advised of i t . We wouldn't 

11 have been n o t i c e d as o f f s e t s ? 

12 MR. BRUCE: You would not have been n o t i f i e d as 

13 o f f s e t s because you are not a d i r e c t -- Fasken i s not a 

14 d i r e c t o f f s e t . 

15 MR. BROOKS: Okay. I n order t o avoid any 

16 appearance of i m p r o p r i e t y , I w i l l withdraw from the 

17 c o n s i d e r a t i o n of t h i s case. 

18 MR. CARR: And I would j u s t s t a t e t h a t f o r each 

19 of the p r o p e r t i e s , i n c l u d i n g Fasken, I'm not i n t e n d i n g t o 

20 c a l l a witness or cross-examine or present evidence, we're 

21 simply here t o maintain our p o s i t i o n w h i l e we're 

22 n e g o t i a t i n g a j o i n t o p e r a t i n g agreement. 

23 So there won't be any arguments t h a t you would 

24 need counsel t o a i d you w i t h . 

25 MR. BRUCE: And again, I would r e i t e r a t e t h a t 
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1 Cimarex i s c o n t i n u i n g t o negot i a t e w i t h a l l of the 

2 i n t e r e s t owners, l i k e I said, i n p a r t i c u l a r , Pear 

3 Resources, Fuel Products, Inc., and Linn Energy. 

4 As a matter of f a c t , over the l a s t couple of 

5 days, I b e l i e v e they have go t t e n signed JOAs from i n t e r e s t 

6 owners. Sundown Energy Inc. has e l e c t e d t o p a r t i c i p a t e 

7 but has not yet signed a JOA. 

8 And then Attachment C i s the AFE f o r the w e l l . 

9 And i t ' s about a $4 m i l l i o n completed w e l l cost f o r a 

10 h o r i z o n t a l w e l l . 

11 E x h i b i t 2 i s the a f f i d a v i t of Lee Catalano, who 

12 i s the g e o l o g i s t , and h i s testimony includes a s t r u c t u r e 

13 map, a cr o s s - s e c t i o n , and the h o r i z o n t a l d r i l l i n g plan f o r 

14 the proposed w e l l . 

15 Cimarex a n t i c i p a t e s t h a t a l l f o u r quarter 

16 quarter sections i n the proposed nonstandard w e l l u n i t 

17 w i l l be pr o d u c t i v e and t h a t a h o r i z o n t a l wellbore w i l l 

18 t e s t f o r a great r e s e r v o i r l e n g t h and increase the chances 

19 f o r an economic completion. 

20 And i f I d i d n ' t say i t before, each of the 

21 I n t e r e s t owners, as I understand, own an i n t e r e s t i n each 

22 quarter q u a r t e r s e c t i o n . 

23 And then E x h i b i t 3 i s the a f f i d a v i t of n o t i c e t o 

24 the p a r t i e s being pooled. Each of the p a r t i e s d i d receive 

25 a c t u a l notice.-
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1 I would p o i n t out one t h i n g , Mr. Examiner, t h a t 

2 when the i n i t i a l w e l l proposal went out, the owner of the 

3 Linn Energy i n t e r e s t s were the M e r i t Energy Group. And 

4 sometime i n l a t e March, p r e t t y close t o the time when I 

5 f i l e d these a p p l i c a t i o n s , Linn Energy acquired these 

6 i n t e r e s t s . And so, since then, since they were 

7 n o t i f i e d -- afterwards, Cimarex was n o t i f i e d of the 

8 a c q u i s i t i o n and has been i n n e g o t i a t i o n s w i t h Linn Energy. 

9 And subsequent t o the o r i g i n a l n o t i c e l e t t e r , I 

10 d i d send a c e r t i f i e d m a i l n o t i c e of these a p p l i c a t i o n s t o 

11 Linn Energy, so they d i d have a c t u a l n o t i c e of the 

12 hearing. 

13 HEARING EXAMINER: And t h a t ' s the one here dated 

14 A p r i l 22nd? 

15 MR. BRUCE: Yes, s i r . 

16 HEARING EXAMINER: Okay. 

17 MR. BRUCE: And then E x h i b i t 4 i s the a f f i d a v i t 

18 of n o t i c e t o the o f f s e t s . And they a l l received n o t i c e , 

19 except Western Equipment Company, they d i d not p i c k up 

20 t h e i r c e r t i f i e d m a i l . 

21 And y o u ' l l see t h i s i n a couple of the others. 

22 Notice was l e f t . I never got back the l e t t e r i t s e l f , but 

23 the l a s t page of E x h i b i t 4 shows t h a t n o t i c e was l e f t a 

24 couple of times f o r Western Equipment Company and they 

25 never picked up t h e i r c e r t i f i e d m a i l . 
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1 I w i l l represent t o the D i v i s i o n t h a t t h i s i s a 

2 cur r e n t and accurate address t h a t shows up on the State 

3 Land O f f i c e website f o r r e n t a l payment purposes. They are 

4 the record t i t l e owner of the lease, so t h a t i s the l a t e s t 

5 address I could f i n d f o r them. 

6 And w i t h t h a t , I would move the admission of 

7 E x h i b i t s 1 through 4, and ask t h a t the matter be taken 

8 under advisement. 

9 HEARING EXAMINER: E x h i b i t s 1 through 4 are 

10 admitted, assuming t h a t there was no o b j e c t i o n . And i f 

11 there are no other questions, Case No. 14466 w i l l be taken 

12 under advisement. 

13 (Whereupon, the proceedings concluded.) 
14 
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