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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: 

APPLICATION OF MATADOR E&P COMPANY 
FOR COMPULSORY POOLING, LEA COUNTY, 
NEW MEXICO 

CASE NO. 1 2 , 8 5 2 

ORIGINAL 
REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: DAVID K. BROOKS, Hearing Examiner 

May 30th, 2002 

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 , DAVID K. BROOKS, Hearing 

Examiner, on Thursday, May 30th, 2002, a t the New Mexico 

Energy, Minerals and Natural Resources Department, 1220 

South Saint Francis Drive, Room 102, Santa Fe, New Mexico, 

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

State of New Mexico. 

* * * 
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A P P E A R A N C E S 

FOR THE APPLICANT: 

KELLAHIN & KELLAHIN 
117 N. Guadalupe 
P.O. Box 2265 
Santa Fe, New Mexico 87504-2265 
By: W. THOMAS KELLAHIN 

* * * 

ALSO PRESENT: 

MICHAEL E. STOGNER 
Hearing Examiner 
New Mexico O i l Conservation D i v i s i o n 
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Santa Fe, NM 87501 

WILL JONES 
Engineer 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

10:53 a.m.: 

MR. BROOKS: Okay, a t t h i s time w e ' l l c a l l Case 

Number 12,852, A p p l i c a t i o n of Matador E&P Company f o r 

compulsory p o o l i n g , Lea County, New Mexico. 

C a l l f o r appearances. 

MR. KELLAHIN: Mr. Examiner, I'm Tom K e l l a h i n of 

the Santa Fe law f i r m of K e l l a h i n and K e l l a h i n , appearing 

on behalf of the Ap p l i c a n t , and I have one witness t o be 

sworn. 

MR. BROOKS: Okay, w i l l the witness please 

i d e n t i f y himself? 

MR. BEAVERS: My name i s Jay Beavers. 

(Thereupon, the witness was sworn.) 

MR. KELLAHIN: Mr. Brooks, we have t h i s k i n d of 

case on occasion. This i s a po o l i n g of r o y a l t y and 

ov e r r i d e s because the und e r l y i n g leases d i d not have 

p o o l i n g clauses. These are very o l d leases. And Mr. 

Beavers i s here t o e x p l a i n t h i s case and the next case. 

There are some s i m i l a r i t i e s t o them, but they 

i n v o l v e d i f f e r e n t p a r t i e s , d i f f e r e n t w e l l s , but they do 

each have the common denominator of d e a l i n g w i t h leases 

where there's no po o l i n g p r o v i s i o n . So we don't need t h a t 
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p o r t i o n of the po o l i n g order t h a t has anything t o do w i t h 

r i s k f a c t o r p e n a l t i e s and e l e c t i o n s and a l l t h a t k i n d of 

t h i n g . 

MR. BROOKS: A l l the working i n t e r e s t i s 

v o l u n t a r i l y pooled? 

MR. KELLAHIN: That's r i g h t , we c o n t r o l a l l the 

working i n t e r e s t s . 

One of the w e l l s has been d r i l l e d ; t he f i r s t one 

we're t a l k i n g about, t h i s Laughlin Number 6, i n f a c t , has 

been d r i l l e d before Matador r e a l i z e d t h a t they were i n an 

area of o l d leases t h a t d i d not have p o o l i n g clauses. 

The formation t h a t r e q u i r e s the c o n s o l i d a t i o n i s 

the Monument-Tubb Pool, which i s on 80-acre o i l spacing. 

The other formations t h a t were involved were 4 0-acre pools, 

and because t h i s i s an 80-acre pool i t i n v o l v e d m u l t i p l e 

leases i n each a d j o i n i n g 40. 

We would l i k e t o make the p o o l i n g of the r o y a l t y 

and o v e r r i d e s e f f e c t i v e as of the date of f i r s t p r o d u c t i o n . 

We do have the agreement of the working i n t e r e s t owners and 

some of the r o y a l t y owners so t h a t the accounting s t a r t s 

from date of f i r s t p roduction, and we would l i k e t he 

o p p o r t u n i t y t o do t h a t w i t h the remaining people t h a t have 

not responded t o our request f o r c o n s o l i d a t i o n . 

So t h a t ' s what the next two cases are about. 

MR. BROOKS: Okay. 

STEVEN T. BRENNER, CCR 
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JAY BEAVERS, 

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

h i s 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. KELLAHIN: 

Q. Mr. Beavers, f o r the record, s i r , would you 

please s t a t e your name and occupation? 

A. My name i s Jay Beavers. I'm a c o n s u l t i n g landman 

f o r Matador E&P Company. 

Q. Where do you re s i d e , s i r ? 

A. Near Sanger, Texas. 

Q. On p r i o r occasions have you t e s t i f i e d before the 

O i l Conservation D i v i s i o n ? 

A. No, I have not. 

Q. Summarize f o r us your education and your 

employment experience as a landman. 

A. I got a bachelor of environmental design from 

Texas A&M U n i v e r s i t y i n 1977. For the past 2 5 years I've 

been employed as a petroleum landman, co n t i n u o u s l y f o r 

independent o i l and gas e x p l o r a t i o n companies. 

Q. And you have made y o u r s e l f f a m i l i a r w i t h the 

p r o p e r t i e s i n v o l v e d i n Lea County, New Mexico, t h a t are the 

sub j e c t of t h i s A p p l i c a t i o n ? 

A. Yes, I have. 

MR. KELLAHIN: We tender Mr. Beavers as an expert 

STEVEN T. BRENNER, CCR 
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witness. 

MR. BROOKS: He i s so q u a l i f i e d . 

Q. (By Mr. K e l l a h i n ) Mr. Beavers, l e t ' s o r i e n t 

ourselves as t o your spacing u n i t and the w e l l . I f y o u ' l l 

t u r n t o E x h i b i t 1, i d e n t i f y f o r us what we're l o o k i n g a t . 

MR. BROOKS: Okay, do you have copies — 

MR. KELLAHIN: I'm so r r y , I apologize, I ' l l get 

them t o you. 

THE WITNESS: E x h i b i t 1 i s our lease map and 

w e l l - l o c a t o r map. The green i s our proposed p o o l i n g area. 

T r a c t 1 i s the southwest northwest q u a r t e r . T r a c t 2 i s the 

southeast northwest quarter, Section 4, Township 20 South, 

Range 37 East, Lea County, New Mexico. 

The Laughlin Number 6 w e l l has been d r i l l e d a t an 

orthodox l o c a t i o n , being 1820 f e e t from the west l i n e , 2310 

f e e t from the n o r t h l i n e . 

Q. (By Mr. K e l l a h i n ) When we look a t the bottom of 

t h i s d i s p l a y , have you described the leases i n v o l v e d i n 

Trac t 1 and Tract 2? 

A. Yes, I have. There i s one lease dated J u l y 3rd, 

1928, covering 100 percent of the mineral i n t e r e s t i n Tract 

1, and th e r e i s one lease dated J u l y 12th, 1928, covering 

100 percent of the mineral i n t e r e s t i n Tr a c t 2. 

Q. Do e i t h e r of these leases have p r o v i s i o n s t h a t 

would a l l o w you t o consolidate the two leases i n t o a s i n g l e 
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spacing u n i t c o n s i s t i n g of the t r a c t you're proposing f o r 

dedication? 

A. They do not. However, th e r e are some amendments 

t o one or both of these leases f o r the gas only. These 

amendments were taken way back, I t h i n k , i n the 1930s or 

1940s. 

Q. The purpose of the p o o l i n g A p p l i c a t i o n would be 

t o c o n s o l i d a t e on an 80-acre spacing these leases f o r 

p r o d u c t i o n from the Monument-Tubb Pool? 

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

Q. Let's t u r n t o E x h i b i t Number 2. What i s 

i n d i c a t e d i n E x h i b i t Number 2? 

A. We've got the A p p l i c a t i o n , the n o t i c e of the 

hearing and a l i s t of a l l of the r o y a l t y and o v e r r i d i n g 

r o y a l t y i n t e r e s t owners t h a t we sent t h i s a p p l i c a t i o n and 

n o t i c e t o . 

Q. A l l r i g h t . Turn t o E x h i b i t Number 3. Let's go 

through the various spreadsheets so Mr. Brooks can see how 

these i n t e r e s t s are apportioned back t o the i n d i v i d u a l 

i n t e r e s t owners. Do you have a l l the working i n t e r e s t 

owners committed t o the spacing u n i t ? 

A. Yes, we do. 

Q. Are t h e r e other i n t e r e s t owners, other than 

Matador? 

A. Working i n t e r e s t s ? 

STEVEN T. BRENNER, CCR 
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Q. Yes, s i r . 

A. Texaco and Occidental. 

Q. Okay. So you've covered your working i n t e r e s t 

ownership; you now have t o include your r o y a l t i e s and 

overrides? 

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

Q. Describe f o r us E x h i b i t Number 3. 

A. Okay, t h i s i s our summary. S t a r t i n g a t the t o p , 

our d r i l l s i t e t r a c t , which i s Tract 2, the southeast 

northwest q u a r t e r , we have 1/8 r o y a l t y lease. We mailed 

out 58 p o o l i n g agreements t o the r o y a l t y owners. 4 3 of 

these have been signed and returned. There are 15 t h a t are 

s t i l l outstanding. 

Q. And we l a t e r on have a l i s t of each of the 

p a r t i e s and t h e i r addresses as t o each of the c a t e g o r i e s , 

so Mr. Brooks can f i n d the p a r t i e s t h a t are s t i l l 

outstanding? 

A. Yes, t h a t ' s c o r r e c t . 

Q. What have you done w i t h the other 40-acre t r a c t ? 

A. The n o n - d r i l l s i t e t r a c t , we mailed out 46 p o o l i n g 

agreements. 3 3 of these have been signed and r e t u r n e d . 

There are 13 outstanding. 

Q. And the l a s t e n t r y , what does t h i s represent? 

A. We also sent out p o o l i n g agreements t o the 

working i n t e r e s t owners. I'm not sure t h a t t h i s was r e a l l y 
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necessary, because we have j o i n t o p e r a t i n g agreements 

executed by a l l p a r t i e s where we set up a c o n t r a c t area 

covering the 80 acres. 

Q. But you're not i n t e n d i n g t o pool any of the 

working i n t e r e s t owners by t h i s A p p l i c a t i o n ? 

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

Q. Let's t u r n t o E x h i b i t Number 4. I d e n t i f y and 

describe t h i s f o r us. 

A. This i s a sample of the l e t t e r t h a t was sent t o 

the r o y a l t y owners and o v e r r i d i n g r o y a l t y i n t e r e s t owners. 

I t ' s dated March 19th. I t h i n k i t was a c t u a l l y mailed on 

March 2 0th. 

Q. What's E x h i b i t 5? 

A. E x h i b i t 5 i s the p o o l i n g agreement t h a t was 

attached t o the l e t t e r t h a t we j u s t looked a t t h a t was 

E x h i b i t Number 4. 

Q. E x h i b i t Number 6 has got m u l t i p l e pages. 

Describe f o r us what E x h i b i t 6 i s . 

A. Okay, the f i r s t t h r e e pages i s a l i s t of the 

p a r t i e s t h a t were mailed p o o l i n g agreements covering — 

these are the Tract 1, the n o n - d r i l l s i t e t r a c t r o y a l t y 

owners and o v e r r i d i n g r o y a l t y i n t e r e s t owners t h a t were 

mailed the p o o l i n g agreements. 

Q. The l a s t page represents what? 

A. This i s a l i s t of the p a r t i e s t h a t have not 
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signed and returned executed p o o l i n g agreements. 

Q. Do you have a s i m i l a r l i s t f o r Tract Number 2? 

A. Yes, I do. 

Q. Let's t u r n t o E x h i b i t 7. Describe f o r us what's 

contained i n E x h i b i t 7. 

A. Okay, the f i r s t t h r e e pages — This i s T r a c t 2, 

the d r i l l s i t e t r a c t ? 

Q. Yes, s i r . 

A. Pooling agreements were mailed t o each p a r t y 

t h a t ' s l i s t e d on these f i r s t t h r e e pages. The l a s t page i s 

a l i s t of the p a r t i e s t h a t have not signed and r e t u r n e d 

executed p o o l i n g agreements. 

Q. Have you received any o b j e c t i o n s from any of 

these p a r t i e s ? 

A. We have not. 

Q. What i s the c u r r e n t s t a t u s of the w e l l ? 

A. The w e l l i s producing from the Tubb f o r m a t i o n . 

Q. What's your date of f i r s t production? 

A. The w e l l was completed January 25th of 2002, and 

we may have — when we were t e s t i n g the w e l l , we may have 

had some production beginning January 20th of 2002. 

Q. Summarize f o r us the f a c t s t h a t occurred 

concerning the d r i l l i n g of the w e l l and the d i s c o v e r i n g of 

the f a c t t h a t your leases d i d not c o n t a i n p o o l i n g clauses. 

A. Okay, t h a t ' s a simple question but I've got a 

STEVEN T. BRENNER, CCR 
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complex answer, so i f y o u ' l l bear w i t h me f o r about f i v e 

minutes. I n a n t i c i p a t i o n of t h i s question l a s t n i g h t I 

wrote out so t h a t I won't f o r g e t anything, so I ' d j u s t l i k e 

t o read i t . 

I n the past two years, Matador has d r i l l e d nine 

w e l l s i n Section 4 and f o u r w e l l s i n Section 5. To the 

best of my knowledge, a l l of these w e l l s were p e r m i t t e d as 

Drinkard t e s t s . The Skaggs-Drinkard i s the primary 

o b j e c t i v e and the Monument-Tubb i s the secondary o b j e c t i v e . 

The B l i n e b r y , Paddock and G l o r i e t a are b a i l o u t zones. The 

Monument-Tubb i s our only o b j e c t i v e t h a t r e q u i r e s 80-acre 

spacing. 

A l l of the leases i n t h i s area had been h e l d by 

shallow p r o d u c t i o n f o r the past 60 or 70 years. P r i o r t o 

d r i l l i n g a w e l l , Matador secures the d r i l l i n g r i g h t s on 80 

acres i n the form of a farmout or term assignment from the 

c u r r e n t leasehold i n t e r e s t owners. 

I n the case of the Laughlin Number 6 w e l l , Texaco 

assigned 50-percent i n t e r e s t i n the d r i l l s i t e t r a c t t o 

Matador, e f f e c t i v e August 24th, 2000, and Occidental 

assigned 50-percent i n t e r e s t i n the n o n - d r i l l s i t e t r a c t t o 

Matador, e f f e c t i v e J u l y 31st, 2001. 

Matador entered i n t o a j o i n t o p e r a t i n g agreement 

w i t h Occidental e f f e c t i v e J u l y 31, 2001, and w i t h Texaco 

e f f e c t i v e September 26th, 2001, whereby Matador was 
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designated as operator of the 80-acre c o n t r a c t area, which 

i s comprised of the south h a l f , northwest q u a r t e r . Matador 

has 50-percent i n t e r e s t , and Texaco and Occidental have 25-

percent i n t e r e s t each i n the c o n t r a c t area. 

Our d r i l l i n g t i t l e o p i n i o n covering the c o n t r a c t 

area i s dated A p r i l 3rd, 2001. Our d r i l l i n g t i t l e opinions 

do not address r o y a l t y and o v e r r i d i n g r o y a l t y ownership. 

We normally order a D i v i s i o n order t i t l e o p i n i o n a f t e r the 

w e l l i s completed, which sets out the r o y a l t y and 

o v e r r i d i n g r o y a l t y ownership. Our d r i l l i n g t i t l e o p i n i o n 

d i d not r e q u i r e t h a t we amend the leases f o r p o o l i n g . 

The Laughlin Number 6 w e l l was p e r m i t t e d as a 

6900-foot Drinkard t e s t . D r i l l i n g operations commenced on 

December 28th, 2001. We u s u a l l y d r i l l through the Drinkard 

and t a g the Abo, unless we encounter a reason t o stop 

d r i l l i n g p r i o r t o reaching the Abo. 

The Laughlin Number 6 w e l l was d r i l l e d t o a t o t a l 

depth of 6800 f e e t . T o t a l depth was reached on January 

8t h , 2002. The w e l l was plugged back t o 6758 f e e t and 

completed on January 25th, 2002, as a Monument-Tubb w e l l 

producing from i n t e r v a l s between 652 6 f e e t and 6600 f e e t . 

As of May 1, 2002, the Laughlin Number 6 w e l l has 

produced 3360 b a r r e l s of o i l and almost 22 m i l l i o n cubic 

f e e t of gas. The average r a t e i s c u r r e n t l y 2 2 b a r r e l s of 

o i l per day, 102 MCF of gas per day and 17 b a r r e l s of water 
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per day. 

I f i r s t discovered t h a t we may have a p o o l i n g 

problem i n e a r l y March when I was reading a t i t l e o p i n i o n 

f o r a w e l l t h a t we had proposed i n the n o r t h h a l f of the 

northeast q u a r t e r of Section 4. This t i t l e o p i n i o n 

mentioned t h a t the leases d i d not co n t a i n p o o l i n g 

p r o v i s i o n s and t h a t the leases should be amended t o al l o w 

p o o l i n g . 

At t h a t p o i n t , I went back through our f i l e s and 

checked a l l of our leases f o r every w e l l t h a t we have 

d r i l l e d i n t h i s area. This i s when I discovered t h a t the 

leases covering Tracts 1 and 2 d i d not c o n t a i n p o o l i n g 

language. These leases were taken i n 192 8 and were amended 

t o provide f o r gas poo l i n g . 

I immediately sought l e g a l advice and asked our 

a t t o r n e y t o make the D i v i s i o n order t i t l e o p i n i o n h i s 

hig h e s t p r i o r i t y . Our D i v i s i o n order t i t l e o p i n i o n i s 

dated March 18, 2 002. 

On March 19th, 2002, and March 20th, we mailed 

out p o o l i n g agreements t o 107 r o y a l t y and o v e r r i d i n g 

r o y a l t y i n t e r e s t owners. As of today, 78 p o o l i n g 

agreements have been signed and retu r n e d . The p o o l i n g 

agreements e f f e c t i v e l y pool the r o y a l t y and o v e r r i d i n g 

r o y a l t y i n t e r e s t as of the f i r s t date of p r o d u c t i o n of the 

Laughlin Number 6 w e l l . We are requesting t h a t the 
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remaining r o y a l t y and o v e r r i d i n g r o y a l t y i n t e r e s t s be 

pooled as of the f i r s t date of produc t i o n from the Laughlin 

Number 6 w e l l . 

Upon r e c e i p t of the p o o l i n g order, Matador plans 

t o d r i l l the Cooper 4 Number 3 w e l l i n Tract 1, which w i l l 

be the second w e l l i n the 80-acre u n i t . 

MR. KELLAHIN: A l l r i g h t , thank you, Mr. Beavers. 

That concludes my examination of Mr. Beavers. 

We move the i n t r o d u c t i o n of h i s E x h i b i t s 1 

through 7. 

MR. BROOKS: E x h i b i t s 1 through 7 are admitted. 

EXAMINATION 

BY MR. BROOKS: 

Q. I don't know t h a t I r e a l l y have — You're seeking 

a u n i t only i n the Monument-Tubb, co r r e c t ? 

A. Yes, s i r — 

Q. The only place you need — 

A. — t h a t ' s c o r r e c t . 

Q. — everything else i s on 4 0 acres and — 

A. Yes, s i r . 

Q. — you have only one lease f o r each 4 0-acre 

t r a c t ? 

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

Q. Okay. And you're planning another w e l l i n Tract 

1. I s t h a t one — i s the Monument-Tubb one of your 
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o b j e c t i v e s i n t h a t well? 

A. Yes, s i r . We'll d r i l l i t the same way. I t w i l l 

be p e r m i t t e d as a Drinkard t e s t . And we have i t on our r i g 

schedule t o be d r i l l e d , I b e l i e v e , i n J u l y or August. 

Q. You said the completion date on the Laughlin w e l l 

was 1-25 of '02. When was the date of f i r s t p r o d u c t i o n , i f 

you have t h a t information? 

A. O f f i c i a l l y , i t ' s probably January 25th. Now, 

when they were t e s t i n g the w e l l i t may have produced some 

p r i o r t o t h a t . 

MR. BROOKS: Okay. Well, I b e l i e v e t h a t i s a l l 

the questions t h a t I have. Thank you. 

THE WITNESS: Thank you. 

MR. KELLAHIN: Stay t h e r e , Jay. We'll do the 

next one here i n a second. 

(Thereupon, these proceedings were concluded a t 

11:12 a.m.) 

* * * 
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