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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 7 7 

ORIGINAL 
REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: DAVID K. BROOKS, Hearing Examiner 

June 27th, 2002 

Santa Fe, New Mexico 
co 

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, June 27th, 2002, a t the New Mexico 

Energy, Minerals and Nat u r a l 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: 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

8:54 a.m.: 

EXAMINER BROOKS: C a l l Case Number 12,877, 

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 A p p l i c a n t , and I have one witness t o be 

sworn. 

EXAMINER BROOKS: Okay, w i l l the witness i d e n t i f y 

h i m s e l f f o r the record, please? 

MR. BEAVERS: Jay Beavers. 

EXAMINER BROOKS: Please swear the witness. 

(Thereupon, the witness was sworn.) 

MR. KELLAHIN: Mr. Brooks, Matador's case t h i s 

morning i s s i m i l a r t o one t h a t Mr. Beavers presented t o you 

l a s t month. We are i n an 80-acre spacing u n i t f o r some of 

t h i s area, and i t r e q u i r e s us i n the Tubb f o r m a t i o n — t h i s 

i s the Monument-Tubb — t o consolidate an 80-acre spacing 

u n i t . 

EXAMINER BROOKS: I s t h i s another s i t u a t i o n where 

you're f o r c e - p o o l i n g r o y a l t y only? 

MR. KELLAHIN: That's r i g h t , we have a lease. 

The 8 0-acre t r a c t i s d i v i d e d i n t o two 40s. Each 4 0 i s a 
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d i f f e r e n t t i t l e i n terms of leases. Neither lease has a 

po o l i n g clause. 

Mr. Beavers w i l l t e s t i f y t h a t the p a r t i e s are 

i d e n t i c a l except, I t h i n k , f o r an o v e r r i d e . But i n order 

t o s t a r t paying production t o the r o y a l t y owners from 

i n c e p t i o n , we need t o consolidate the leasehold i n t e r e s t , 

t he r o y a l t y owners. 

This w e l l has already been d r i l l e d , and i t s f i r s t 

p r o d u c t i o n date, as I understand i t , i s March 2 6th of t h i s 

year. Very much l i k e the other cases we gave you l a s t year 

— I mean l a s t month. 

EXAMINER BROOKS: Yes, s i r . Okay, you may 

proceed. 

MR. KELLAHIN: Thank you. 

JAY BEAVERS. 

the witness h e r e i n , a f t e r having been f i r s t d u l y 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 please s t a t e your 

name and occupation. 

A. Jay Beavers, petroleum landman, Matador E&P 

Company, Dal l a s , Texas. 

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

D i v i s i o n ? 

STEVEN T. BRENNER, CCR 
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A. Yes, I have. 

Q. And pursuant t o your employment w i t h Matador, 

have you made a study of the ownership i n v o l v e d i n the 

spacing u n i t ? 

A. Yes, I have. 

Q. Has i t also been your r e s p o n s i b i l i t y t o 

con s o l i d a t e a l l unconsolidated i n t e r e s t owners i n t o t he 

spacing u n i t ? 

A. Yes. 

Q. At t h i s p o i n t have you achieved t h a t f o r a l l 

c a t e g o r i e s of owners? 

A. No, we have not. 

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

expert petroleum landman. 

EXAMINER BROOKS: His q u a l i f i c a t i o n s are 

accepted. 

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

E x h i b i t Number 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 

here. 

A. Okay, t h i s lease map i s Section 5, Township 20 

South, Range 3 7 East, Lea County, New Mexico. The green 

i n d i c a t e s an 80-acre u n i t o u t l i n e , being the east h a l f of 

the southeast q u a r t e r . Tract Number 2 i s our d r i l l s i t e 

t r a c t . This i s the southeast southeast q u a r t e r , 40 acres. 

The o i l and gas lease was taken from David Laughlin and h i s 
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w i f e Martha Laughlin on August 20th, 1927. 

Subsequent t o the s i g n i n g of the lease, Mr. David 

Laughlin passed away. The lease covering T r a c t 1 was taken 

from h i s h e i r s on J u l y 12th, 1928. So the r o y a l t y owners 

are i d e n t i c a l i n Tract 1 as they are i n T r a c t 2. 

Q. I s t h e r e any d i f f e r e n c e between the o v e r r i d i n g 

r o y a l t y owners? 

A. Matador has a term assignment from Occidental 

covering the southeast southeast. Occidental reserved an 

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 which they have given us the 

a u t h o r i t y t o pool i f the leases provide f o r p o o l i n g or are 

amended f o r p o o l i n g . 

Q. Do e i t h e r of these leases provide f o r p o o l i n g of 

an 80-acre spacing u n i t f o r o i l p r o d u c t i o n from t h e 

Monument-Tubb Pool? 

A. No, n e i t h e r one of them. 

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

summarizing on t h i s display? 

A. This i n d i c a t e s t h a t we mailed out 58 p o o l i n g 

agreements. We have received 41, have been signed and 

r e t u r n e d , and there's 17 t h a t we have not received. 

Q. That accounts f o r the r o y a l t y i n t e r e s t ? 

A. That's the r o y a l t y i n t e r e s t . And the 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 owner we probably don't need, but as a 

conservative approach we also sent a p o o l i n g agreement t o 
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the 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 owner. 

Q. Let's go through the d i f f e r e n t spreadsheets now 

t h a t account f o r the i n t e r e s t s . I f y o u ' l l s t a r t w i t h 

E x h i b i t Number 3, i d e n t i f y what t h i s i s . 

A. Okay, t h i s i s the complete owner name and address 

l i s t of everybody t h a t we mailed p o o l i n g agreements t o . 

Q. At t h i s p o i n t , the working i n t e r e s t owners, the 

paying p a r t i e s , are a l l consolidated? 

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

Q. This i s a l i s t , then, of the r o y a l t y and 

ove r r i d e s f o r the two t r a c t s ? 

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

Q. Do you have a l i s t showing the p a r t i e s t h a t have 

executed the documents t o become v o l u n t a r i l y committed t o 

the spacing u n i t ? 

A. That's E x h i b i t Number 4. 

Q. And have you compiled a l i s t of those p a r t i e s 

from whom you have not y e t received a signed p o o l i n g 

agreement? 

A. That's E x h i b i t Number 5. 

Q. Okay. Let's look a t E x h i b i t Number 6. What i s 

t h i s ? 

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

i n t e r e s t owners. Attached t o the l e t t e r was t h e i r D i v i s i o n 

order and p o o l i n g agreement. 
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Q. Okay. Then f i n a l l y E x h i b i t Number 8? 

A. Well, E x h i b i t Number 7 — 

Q. Number 7 i s what? 

A. — i s the p o o l i n g — 

Q. — i s the p o o l i n g agreement? 

A. I t ' s a sample of the p o o l i n g agreement. 

Q. E x h i b i t Number 8? 

A. E x h i b i t Number 8 i s a copy of the n o t i c e of the 

hearing and the A p p l i c a t i o n t h a t we sent t o the people t h a t 

had not signed and returned t h e i r p o o l i n g agreements, which 

i s — we also have t h e i r names and addresses on here, as 

w e l l as t h e i r i n t e r e s t , t h e i r r o y a l t y i n t e r e s t 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 , copies of the green cards, and 

we had one t h a t was un d e l i v e r a b l e . 

Q. When we go back t o E x h i b i t 5, the date of t h i s 

t a b u l a t i o n t o show the uncommitted i n t e r e s t owners 

outstanding, what's the date on t h i s E x h i b i t Number 5? 

A. I b e l i e v e t h a t i s e f f e c t i v e as of June the 19th. 

Q. A l l r i g h t . So as of June the 19th, these were 

the outstanding owners? 

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

Q. What i s the date of f i r s t p r o d u c t i o n from t h i s 

w e l l ? 

A. March 2 6th. 

Q. And i t ' s capable of production out of t h e 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

10 

Monument-Tubb Pool? 

A. That's c o r r e c t . The w e l l was p e r m i t t e d as a 

Drinkard t e s t and completed i n the Monument-Tubb. 

Q. I n order so t h a t a l l i n t e r e s t owners are pa i d 

e f f e c t i v e as of the same date, you're r e q u e s t i n g t h a t the 

p o o l i n g order be made e f f e c t i v e as of the date of f i r s t 

production? 

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

Q. I n a d d i t i o n , the ownership company f o r Matador i s 

d i f f e r e n t than the operating company? 

A. That's c o r r e c t , Matador E&P Company i s the a c t u a l 

leasehold i n t e r e s t owner. The oper a t i n g e n t i t y i s Matador 

Operating Company. 

Q. And Matador Operating Company i s the designated 

operator f o r the spacing u n i t and i s f i l i n g t he necessary 

forms and arranging f o r the payment of proceeds? 

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

MR. KELLAHIN: 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 , I 

t h i n k , 1 through 8. 

EXAMINER BROOKS: 1 through 8 are admitted. 

EXAMINATION 

BY EXAMINER BROOKS: 

Q. The Monument-Tubb, I gather, i s the only 

STEVEN T. BRENNER, CCR 
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a p p l i c a b l e pool t h a t i s 80-acre spacing? 

A. That's my understanding. 

Q. This i s the same s i t u a t i o n as those two t h a t were 

presented l a s t month — or — yeah, l a s t month? 

A. I t ' s i d e n t i c a l t o one of them t o the e x t e n t t h a t 

i t ' s already been d r i l l e d and i t ' s producing, yes. 

Q. Now, does Matador own 100 percent of the working 

i n t e r e s t ? 

A. No, s i r , we do not. 

Q. But you have v o l u n t a r i l y pooled the e n t i r e 

working i n t e r e s t ; i s t h a t c o r r e c t ? 

A. That's c o r r e c t , we've entered i n t o an o p e r a t i n g 

agreement w i t h Samson. 

Q. So t h i s p o o l i n g , l i k e the ones t h a t were 

presented on May the 30th, w i l l not r e q u i r e any a l l o c a t i o n 

of expenses? 

A. That's c o r r e c t , Samson has the n o n - d r i l l s i t e 

t r a c t , and Samson entered i n t o an op e r a t i n g agreement w i t h 

us. 

Q. Very good. I had a couple of questions t h a t came 

t o mind when I was w r i t i n g those previous orders, and I'm 

gl a d you're here t o answer them. 

F i r s t of a l l , because the record was r e p l e t e w i t h 

references t o the Monument-Tubb being the only pool t h a t 

was pooled on — t h a t was on 80-acre spacing, but I d i d n ' t 

STEVEN T. BRENNER, CCR 
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f i n d anything t h a t said e x a c t l y how you wanted the order 

c o n f i g u r e d , so I had assumed i t was from the surface t o the 

base of the Monument-Tubb — t o the base of the Tubb f o r 

a l l formations spaced on 80 acres; i s t h a t c o r r e c t ? 

A. Yes, s i r , t h a t ' s how I would suggest you w r i t e 

the order. 

Q. Okay. And also, i n a t l e a s t one of those — 

A. Could I — 

Q. Yes, s i r . 

A. — speak w i t h him j u s t a second? 

MR. KELLAHIN: Are there any other pools, other 

than the Monument-Tubb — 

EXAMINER BROOKS: You may confer i f you wish. 

(Off the record) 

MR. KELLAHIN: I t h i n k the a p p l i c a t i o n i n those 

cases w i l l r e f l e c t t h a t the ownership of Matador i s below a 

c e r t a i n depth. 

EXAMINER BROOKS: Yeah. 

MR. KELLAHIN: And Mr. Beavers says i t ' s 3900 

f e e t . So f o r those horizons w i t h i n t h a t i n t e r v a l , i f t h e r e 

ever are others — 

EXAMINER BROOKS: Yeah. 

MR. KELLAHIN: — we would capture those t o pool 

on an 80-acre spacing. The only one we can f i n d i s the 

Monument-Tubb. 

STEVEN T. BRENNER, CCR 
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EXAMINER BROOKS: So the order should read from 

t h e depth of 3900 f e e t below the surface t o the base of the 

Monument-Tubb f o r a l l formations or pools w i t h i n t h a t 

v e r t i c a l e x tent t h a t are spaced on 8 0 acres? 

MR. KELLAHIN: That would be c o r r e c t , Mr. Brooks. 

EXAMINER BROOKS: Okay. 

THE WITNESS: Yeah, i f y o u ' l l look a t E x h i b i t 

Number 7, which i s a copy of the p o o l i n g agreement t h a t we 

sent out t o a l l the r o y a l t y owners, the t h i r d paragraph 

t h a t s t a r t s w i t h "Now, therefore...as t o a l l formations 

l y i n g below 3900 f e e t . . . " 

Q. (By Examiner Brooks) Okay. And t h a t would apply 

t o the proceedings t h a t were presented on May 3 0th as w e l l 

as t h i s one; i s t h a t — 

A. Well, a c t u a l l y the depths may be d i f f e r e n t . They 

would be whatever depths we had i n our p o o l i n g agreements. 

EXAMINER BROOKS: Okay, v e r y good. I a p p r e c i a t e 

your c a l l i n g t h a t t o my a t t e n t i o n before the orders have 

been issued. We can get them cor r e c t e d . 

Let's see, there was a reference i n the r e c o r d i n 

one of the two previous cases t o the p o s s i b l e d r i l l i n g of 

another w e l l i n the remaining quarter q u a r t e r . Do the pool 

r u l e s f o r the Monument-Tubb provide f o r an i n f i l l w e l l ? I s 

t h a t — 

MR. KELLAHIN: They do by ope r a t i o n of other 

STEVEN T. BRENNER, CCR 
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r u l e s which allow you t o — because o i l i s p r o r a t e d — 

EXAMINER BROOKS: Right. 

MR. KELLAHIN: — you can have an o p t i o n a l second 

w e l l . 

EXAMINER BROOKS: Okay. And since we don't have 

t o a l l o c a t e expenses here, there's r e a l l y no reason why we 

shouldn't go ahead and put a clause i n these orders t h a t i f 

another w e l l i s d r i l l e d i t can be dedicated t o t h i s u n i t ; 

i s t h a t — 

MR. KELLAHIN: I would recommend t h a t happen. 

EXAMINER BROOKS: Okay, I t h i n k t h a t ' s a l l my 

questions. 

EXAMINER CATANACH: Just one, Mr. Beaver. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Do you know i f t h a t ' s a standard w e l l l o c a t i o n 

f o r t h a t pool? 

A. Yes, s i r , i t i s . 

EXAMINER CATANACH: I t is? Okay. 

EXAMINER BROOKS: Okay, i f t h e r e i s n o t h i n g 

f u r t h e r , Case Number 12,877 w i l l be taken under advisement. 

MR. KELLAHIN: Thank you. 

(Thereupon, these proceedings were concluded a t 
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