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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 Monzano, LLC to amend
Order No. R-21572-A to Modify and 
Expand the Geographic Area of the
Vindicator Canyon State Exploratory 
Unit, Lea County, New Mexico            Case No. 22668

           REPORTER'S TRANSCRIPT OF PROCEEDINGS

                  THURSDAY, APRIL 7, 2022

                     EXAMINER HEARING 

          This matter came on for hearing before the New 
     Mexico Oil Conservation Division, William Brancard, 
     Esq. Hearing Examiner, John Garcia and Philip    
     Goetze Technical Examiners, on Thursday, April 7, 
     2022, via Webex Virtual Conferencing Platform hosted 
     by the New Mexico Energy, Minerals and Natural   
     Resources Department

Reported by:   Mary Therese Macfarlane
               New Mexico CCR #122
               PAUL BACA COURT REPORTERS
               500 Fourth Street NW, Suite 105
               Albuquerque, New Mexico 87102
               (505)  843-9241
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1           (Time noted 2:48 p.m.)   

2           EXAMINER BRANCARD:  With that I'll call case 

3 22668, Manzano, LLC.  

4           MR. FELDEWERT:  May it please the examiner, 

5 Michael Feldewert with the Santa Fe office of Holland and 

6 Hart appearing on behalf of Monzano. 

7                Good afternoon to you, Mr. Garcia and Mr. 

8 Goetze, who I have not seen for some time. 

9           EXAMINER GARCIA:  He's gotten better looking, 

10 don't you think?         

11           MR. FELDEWERT:  No doubt.

12           EXAMINER BRANCARD:  Are there any other 

13 interested persons for Case 22668, Vindicator Canyon?  

14                Hearing none, Mr. Feldewert.  

15           MR. FELDEWERT:  A little bit of background.  

16                This particular unit is comprised of state 

17 lands and was initially approved under Order R-21572.  

18 Subsequent to that approval the State Land Office actually 

19 requested some modifications and additions to the unitized 

20 area, which was brought before the Division and approved 

21 under R-21572-A.  We are now back again before the 

22 Division to seek a further modification, again of the 

23 geographic area of the unit.  

24                And if you turn to page 38 of the .pdf, I 

25 think that's the best depiction of what's going on.  It's 
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1 the State Land Office approval letter.  Yes, page 38 of 

2 the .pdf.  

3                And you will that see that what the company 

4 is now able to do because of some exchanges of interest, 

5 is they have now, or they seek to remove the east half of 

6 Section 30 and east half of the northwest quarter of 31, 

7 which is kind of on the edge of the unit from the unitized 

8 area and add Section 21, which is kind of almost right in 

9 the middle of the unit, or close to the middle of the 

10 unit.

11                That removal and addition was going to 

12 result in a net expansion of the unitized area by 240 

13 acres.  

14                We have provided the affidavit of Nick 

15 McCllellan, who has previously testified in both of these 

16 prior cases, and he provides for you not only that 

17 explanation and notes that it was as a result of some land 

18 exchanges with another party or another working interest 

19 owner, but in addition to that he provides to you now a 

20 Revised Unit Agreement which is Exhibit A-1 to reflect the 

21 contraction and expansion; he's provided an Exhibit A-2, 

22 which is a revised unit outline which would be the exhibit 

23 A to the unit, and then he has provided as Exhibit A-3 the 

24 new Schedule of Ownership that results.  And of particular 

25 interest here, maybe a little unusual, you will see in 
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1 that Schedule of Ownership there is a Manzano group with 

2 an asterisk.  If you go towards the end of Exhibit A-3 you 

3 will see an addendum or addition to that schedule which 

4 actually lists various owners that fall within the Monzano 

5 group.  I think they structured it this way just to keep 

6 the initial Exhibit B somewhat readable and a little bit 

7 easier to understand.  That's why you see these extended 

8 pages in Exhibit A-3. 

9                Then Exhibit A-4 is again an update to the 

10 tract participation that would be utilized for this 

11 amended unit.

12                And then the Exhibit A-5 provides what I 

13 previously referenced, and that's the recent letter that 

14 we received from the State Land Office giving preliminary 

15 approval to this modification to the unitized area.

16                Exhibit B, as in boy, is an Affidavit of 

17 Notice from my office confirming that Notice of this 

18 hearing went out on the date of the letter to an interest 

19 owner.  The reason we did that is because this particular 

20 interest owner was notified in both of the initial cases, 

21 and so just to keep it clean we also notified them of this 

22 additional change to the unit area. 

23                So we ask that the Division simply amend 

24 the existing Order, which is Order 21572-A, to reflect the 

25 removal of that east half of Section 30 and the east half 



500 FOURTH STREET NW - SUITE 105, ALBUQUERQUE, NM 87102
PAUL BACA PROFESSIONAL COURT REPORTERS

Page 6

1 of the northeast quarter of Section 31, and then adding 

2 all of Section 21 to the unitized area.

3           EXAMINER BRANCARD:  Thank you.  

4                Mr. Garcia, questions?  

5           EXAMINER GARCIA;  Very simple question.  I think 

6 I have a lot to learn on units.  

7                On page 38, the unit diagram, out of 

8 curiosity, what's the red lines?  Are those existing wells 

9 that have been drilled?  

10           MR. FELDEWERT:  Let me get there real quick.  

11                You know, good question.  I would hazard a 

12 guess that perhaps those are the initial obligation wells.  

13 I'd have to check it.  We would have to cross check that 

14 with what's in the unit agreement, but that would be my 

15 guess.

16           EXAMINER GARCIA:  Thank you. I don't know if 

17 it's material or not to follow up with, but I'm still 

18 learning units.  I will defer to Mr. Goetze.  

19           EXAMINER BRANCARD:  Mr. Goetze, any questions?  

20           EXAMINER GOETZE:  Thank you.

21                Other than just generally, the same parties 

22 that originally formed this unit are still the same 

23 participants, other than this acreage movement around, 

24 so... 

25                Same parties all the way around?  
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1           MR. FELDEWERT:  Yeah.  I think, though, as a 

2 result of the acreage swap in Section 21 that there was 

3 a -- I think a party that was removed.

4           EXAMINER GOETZE:  Okay. 

5           MR. FELDEWERT:  So with that caveat, you're 

6 correct.  

7           EXAMINER GOETZE:  And we're not changing our 

8 development plan, this is more of a consolidation.  

9           MR. FELDEWERT:  Yeah.  With the idea that it 

10 makes it a little easier now to develop this unit area now 

11 that we can kind of aggregate the blocks.  

12           EXAMINER GOETZE:  This kind of makes it look 

13 like we will agree to anything, seeing how we have this 

14 ugly little piece of land down there in 30 and 31, we 

15 could have put a curved well on there.  But no, this looks 

16 like a better development.  

17                No more questions.  

18           MR. FELDEWERT:  Thank you.  

19           EXAMINER BRANCARD:  I may have missed your 

20 Notice discussion, Mr. Feldewert, but in the end you ended 

21 up giving Notice to one party?  

22           MR. FELDEWERT:  Yeah.  I think if you look at 

23 the two initial cases, we gave Notice to two parties but 

24 one of the parties is the one that swapped out the acreage 

25 here and so is no longer at issue, but we ended up giving 
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1 Notice to that second party again just because they got 

2 Notice the first time around.

3                I'm trying to remember.  They may have been 

4 one of the parties that were, you know, involved in some 

5 of the acreage being excluded, as I recall.  I'd have to 

6 look at the record but I think that's why.  

7                But just to keep it clean, since they were 

8 notified on the first two cases it made sense to notify 

9 them on the third case as well. 

10           EXAMINER BRANCARD:  Thank you. 

11                Once again, are there any other interested 

12 persons for Case 22668?  

13                Hearing none, this case will be taken under 

14 advisement. 

15           MR. FELDEWERT:  Thank you. 

16           

17           
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