STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURC
OlL CONSERVATION DIVISION

APPLICATION OF MATADOR PROp‘uch‘dN‘.
COMPANY FOR A NON:STANDARD SPACING
AND PRORATION UNIT AND COMPULSORY.
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.POOLING LEA COUNTY, NEW MEXICO. Case No. 15363

PRE-HEARING STATEMENT

Jalapeno Corporation -and Yates Energy Corporation (*Jalapeno”) provide: this )

Pre-Hearing Statement as required by the'rules of the Division.

APPEARANCES
APPLIGANT - - ATTORNEY,
Matador Production Co. . Jamés Bruce
- P.O. Box 1056

Santa Fe, NM 87504 _

‘|a_mesbruc@ao!‘ com

OPPONENT - ~ ATTORNEY

Jalapeno Corporation © JE. Gallegos
Yates Energy Corp. Michael J. Condon

Gallegos Law Firm, P.C. _
460 'St. Michael's Drive, Bldg..300

Santa Fe, NM 87505

,'| g@galfegoslawﬂrm net

mijc@gallegoslawfirm.net




STATEMENT OF THE CASE

Matador seeks an ‘order pooling the interests of Jalapeno and others in four
sepé“rate_ existing u_riits the W/2 W/2 of Séction 31 Township 1 8.South, Range 35 East,
" NMPM,in Liaé‘-coafnty. "Matador 66K 16 drill a horizontal Bil well across thé existing
U'ﬁ.its in the Wolfcamp fc;rma'tion., |

| .-Jalabéno objectsto'the épp!ic’:ati'dn-'on the following g‘ro'f;ﬁﬂs;

(a)  Matador has not made a réaSonable; good faith and sufficient effort to'.

‘seclrevoluntaty participation vis-a-vis Jalapeno; ~ ~ . BN

(b) Maiadors AFE was comipiled in March 2015, The. market,fates for diilling,
for service companies, for corﬁpietion_s and all related well costs have significantly
: fdecrea:sec-i..sm'ce ‘t_hat}timé. Métédc"gr’s:proppsed costs for drilling the well are n.qt,market
-and.are unreas‘onébfy excessive;, .

(c) , Métador’s prbposél is not :e';lconomic in 'I.ig'ht of'fhé drop in oil prices, and
given'thé-proposed well.cost;

.l (d)’ ‘Matador cannot meet!its .fburden to suppdrt its réquesf for-a 200% ‘risk
penalty underthe facts; .

(6)  Application.of a 200% risk penalty will mean that.the correlative rights of
Jalapeno and ‘o;th_er'workirig interest owners will no.t' be protected because they would -
forfeit their-interest in the proposed w_éu if»;hgy'a,};e=fojrce pooled;

() By statute, §70-2-17, the Législature h'as;prov'ide‘a that the maximum fisk
péna‘!ty,—'i.e.. the amount consenting owners can recover from nonconsenting owners, is
© 200%, Which- mearns the nonconsenting owrier will relinguish his_'or‘_hé.r right to receive

his or her share of prddt]ction revenue Until the consenting parties recover two'times the-




nonconsenting. owner's ‘share of ‘expenses, ;‘a'hrd’-aoy order -assessing a_-fri‘sk_pengl,ty
should so stipulate;

(g} OCD Order No, R-11992, ‘which adopted Rule 19.15.1 .-35-7_NMAC (now
Riile™1 9:‘1'5:"1‘3:84oﬁ‘a?gé for’ Ri”s‘k’é)‘fj‘"ﬁ'éﬁdf‘\ﬁhiéﬁ in"turA ‘adopted a blanket 200% fisk
factor in compulsory pooling applications:and unlawfully 'imposed the burden of proof on
' an opponént of a- compulsory poolmg appllcat:on to justlfy a drﬁerent risk. factor is in.
violation of the Ieglslatlve mandate set forth in NMSA 1978 § 70-2-17 and contrary to.
~-the standard burden of proof rules |mposed onthe:movant in any proceeding; .

L(ﬁ):' The DIVISIOI'] lacks the althofity URdér ‘the currént stat_utos, rules and
regulations to ap_provoMaiador's-computoory pooling application :for':a requésted project
area nion-standard ‘dil spacing .and proration unit that comprises four (4) complete,
contiguous and’ existing 40 acre ofl spa'éi:ng units fora horizonital well in ‘th@:wdlfc{amp
formation; |

. PROPOSED EVIDENCE

Ja’lépeno has reoue'st.ed vo!uln"tary production from Matador aod ha:'S' served .a
_;gubpo"ehé on M'atac'jor“for- do_c.uments related ‘to tho' application. -Undersién’ej_d couosel
‘received some documents :at'approximately 2:45 p:m, 'o'n Adgust 27 -bl".jt Jaldpeno has
not had an opportunity to. review ft_hem.‘ Jalapeno reserves the right to amend and

- supplement this Statement once it has an opportunity to review Matador documents.

OPPONENT
WITNESSES . EST.TIME EXHIBITS
Harvey E. Yates Il (landmian) 30minutes . 10 approx.
Harvey E. Yates, Jr. 1 hour 10 approx.
Mike Stewart (engineer) 1 hour ~ 5 approx.




APPLICANT

WITNESSES | . EST.TIME EXHIBITS

B L T e e e ARe s e s '. e e PROCEDU'RAL 'M-ATTE—RS - - .
Jalapeno will file a "Motion to Dismiss: challenging the. Divisior’s' authority under

NMSA 1978 § 70-2-17 to enter a force poéiin’g ordér in this proceeding.

Respectfully-submitted,

GALLEGOSLAW FIRM, B.C.

J.E.-GAYLEGOS
. MICHAELA.:CONDON
460 St. Michael's Drive, Bldg. 300
Santa Fe, New Mexico 8?505
(505) 983- 6686

Attorneys for .Jalapeno Corporatron and Yates
-Energy Corporatfon

CERTIFICATE OF SERVICE

| hereby certlfy that a true and correct .copy of the foregoing was -served on
counsel of record byelectronic mail this 27t day. of August, 2015, .

James-‘Bruce.

P.O. Box 1056 | o -

Santa Fe, NM 87504

|amesbruc@aol com /%W

J.E. Ga!legos
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