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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 WJP EXPLORATION, LLC, 
FOR COMPULSORY POOLING, EDDY COUNTY, 
NEW MEXICO 

CASE NO. 13 ,726 

ORIGINAL 
REPORTER'S TRANSCRIPT OF PROCEEDINGS S 

era 

EXAMINER HEARING p= 

CO 

BEFORE: DAVID R. CATANACH, Hearing Examiner 

co 
CD 

co 
June 22nd, 2006 

Santa Fe, New Mexico 

This matter came on fo r hearing before the New 

Mexico O i l Conservation Division, DAVID R. CATANACH, 

Hearing Examiner, on Thursday, June 22nd, 2006, at 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 

fo r the State of New Mexico. 
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A P P E A R A N C E S 

FOR THE DIVISION: 

GAIL MacQUESTEN 
Deputy General Counsel 
Energy, Minerals and Natural Resources Department 
1220 South St. Francis Drive 
Santa Fe, New Mexico 87505 

FOR THE APPLICANT: 

JAMES G. BRUCE 
Atto r n e y a t Law 
P.O. Box 1056 
Santa Fe, New Mexico 87504 

FOR PITCH ENERGY CORPORATION: 

HOLLAND & HART, L.L.P. , and CAMPBELL & CARR 
110 N. Guadalupe, Suite 1 
P.O. Box 2208 
Santa Fe, New Mexico 87504-2208 
By: WILLIAM F. CARR 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

8:31 a.m.: 

EXAMINER CATANACH: c a l l Case 13,726, which i s 

the A p p l i c a t i o n of WJP Ex p l o r a t i o n , LLC, f o r compulsory 

p o o l i n g , Eddy County, New Mexico. 

Again, c a l l f o r appearances i n t h i s case. 

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

rep r e s e n t i n g the A p p l i c a n t , and I have one witness. 

EXAMINER CATANACH: Any a d d i t i o n a l appearances? 

MR. BRUCE: Mr. Examiner, Mr. Carr d i d enter 

appearances, and maybe — he might be out w i t h h i s witness, 

f i r s t case. 

He entered appearances on behalf of P i t c h Energy 

and some Yates Petroleum e n t i t i e s . 

MR. CARR: May i t please the Examiner, my name i s 

W i l l i a m F. Carr w i t h the Santa Fe o f f i c e of Holland and 

Hart, L.L.P. 

We represent P i t c h Energy Corporation i n t h i s 

matter, I do not have a witness. 

EXAMINER CATANACH: Okay, and l e t the rec o r d show 

t h a t Mr. Stone, the f i r s t witness, has been sworn i n and 

q u a l i f i e d i n the previous case. 

STEVEN T. BRENNER, CCR 
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JAMES R. STONE, 

the witness h e r e i n , having been p r e v i o u s l y 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. BRUCE: 

Q. Mr. Stone, what does WJP E x p l o r a t i o n seek i n t h i s 

case? 

A. We're seeking an order p o o l i n g t h e east h a l f of 

Section 25, 18 South, 26 East, from 3750 f e e t t o the base 

of the Morrow formation, f o r pools spaced on 320 acres. 

MR. BRUCE: Mr. Examiner, the A p p l i c a t i o n and the 

proposed advertisement included e x t r a spacing u n i t s , but we 

are d i s m i s s i n g those. We're only seeking t o pool the 320-

acre u n i t s . 

EXAMINER CATANACH: And the advertisement s t a t e d 

from the surface t o the base of the Morrow — 

MR. BRUCE: That i s c o r r e c t . 

EXAMINER CATANACH: — you're c o n t r a c t i n g the 

v e r t i c a l l i m i t ? 

MR. BRUCE: That i s c o r r e c t . 

EXAMINER CATANACH: Okay, so you're d i s m i s s i n g 

the 160 and the 40? 

MR. BRUCE: Yes, s i r . 

EXAMINER CATANACH: And again, can you t e l l me 

the v e r t i c a l i n t e r v a l ? From a depth of what? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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THE WITNESS: 3750 feet t o the base of the 

Morrow. 

EXAMINER CATANACH: Thank you. 

Q. (By Mr. Bruce) And what i s the name of the 

proposed we l l and i t s location, Mr. Stone? 

A. This i s the Orleans 25 well Number 1, and 

location would be 660 feet from the north l i n e and 1650 

feet from the east l i n e . 

Q. Again, r e f e r r i n g to Exhibit 1, could you j u s t 

b r i e f l y go over the working i n t e r e s t ownership i n t h i s w e l l 

unit? 

A. Exhibit 1 has a working i n t e r e s t i n the east ha l f 

of 25, and i t ' s comprised of several t r a c t s . 

Q. And rather than l i s t i n g them by name, which 

pa r t i e s on Exhibit 1 does WJP seek t o pool at t h i s time? 

A. That would be the parties highlighted i n yellow. 

Q. And Mr. Carr entered an appearance on behalf of 

Pitch Energy. Has Pitch Energy reached an agreement with 

WJP regarding the d r i l l i n g of t h i s well? 

A. Yes. 

Q. And so you do not seek t o force pool them? 

A. That's correct. 

Q. And there are several Yates e n t i t i e s , f i v e Yates 

e n t i t i e s , l i s t e d . WJP has come to terms with those parties 

also? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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A. That's c o r r e c t . 

Q. And then the ones l i s t e d a t the t o p , from 

Capstone through WJP, those are your own i n t e r n a l working 

i n t e r e s t p a r t n e r s , are they not? 

A. Yes. 

Q. Let's discuss the e f f o r t s t o o b t a i n the v o l u n t a r y 

j o i n d e r of these p a r t i e s . What i s E x h i b i t 2? 

A. Copies of correspondence w i t h these working 

i n t e r e s t owners. 

Q. And t h i s contains copies not only w i t h the people 

you're seeking t o pool but also w i t h P i t c h Energy and the 

Yates e n t i t i e s , does i t not? 

A. Yes. 

Q. So you s t a r t e d — or Capstone s t a r t e d t h i s 

process. Again, Capstone was i n charge of the land work on 

behalf of WJP f o r t h i s prospect, was i t not? 

A. That's r i g h t . 

Q. And i t s t a r t e d i n February of 2006? 

A. Correct. 

Q. And follow-up l e t t e r s have been sent through May 

of 2006? 

A. That's r i g h t . 

Q. Have you had — Have you c a l l e d any of these 

p a r t i e s or e-mailed them, besides t h i s correspondence? 

A. Yes, both myself and Mr. Dale Douglas have had 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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seve r a l contacts, telephone and e-mail. 

Q. Okay. Of the p a r t i e s on E x h i b i t 1 who are 

h i g h l i g h t e d i n yellow, have any of those i n d i c a t e d they may 

j o i n i n the well? 

A. Yes, they have, P i t c h Energy has i n d i c a t e d t h a t 

they — 

Q. But I mean of the ones you're seeking t o poo l . 

A. Oh, I'm so r r y . 

Q. Devon? 

A. Devon i s considering, they have a JOA t h a t 

they're l o o k i n g a t , and we have the same arrangement w i t h 

them t h a t w e ' l l dismiss them i f we come t o terms on the 

JOA. 

Q. Okay, okay. But the others are j u s t — j u s t 

haven't g o t t e n around t o t e l l i n g you one way or the other 

what they're going t o do? 

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

Q. I f any of them j o i n , w i l l you n o t i f y t he 

D i v i s i o n ? 

A. Yes, we w i l l . 

Q. I n your opinion, has WJP E x p l o r a t i o n made a good 

f a i t h e f f o r t t o o b t a i n the v o l u n t a r y j o i n d e r o f the 

i n t e r e s t owners i n the well? 

A. Yes. 

Q. Would you i d e n t i f y E x h i b i t 3 and discuss the cost 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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of t h i s well? 

A. Yes, t h i s i s the AFE f o r the w e l l , and the 

proposed TD i s 9700 feet. Estimated dryhole cost i s 

$1,416,000, and the completed cost at $2,207,000. 

Q. And i s t h i s cost i n l i n e with the cost of other 

wells d r i l l e d i n t h i s area of New Mexico t o t h i s depth? 

A. Yes. 

Q. Who do you request be appointed operator of t h i s 

well? 

A. Preston Exploration, LLC. 

Q. And what are your recommendations f o r the amounts 

which the operator should be paid f o r supervision and 

administrative expenses? 

A. $5050 per month during the d r i l l i n g of the w e l l , 

and $505 per month f o r a producing w e l l . 

Q. And again, are these amounts equivalent or lower 

t o those normally charged by operators i n t h i s area? 

A. Yes. 

Q. Do you request that these rates be adjusted 

p e r i o d i c a l l y as provided by the COPAS accounting procedure? 

A. Yes. 

Q. And does WJP request a 200-percent r i s k charge be 

assessed against any nonconsenting i n t e r e s t owners? 

A. Yes. 

Q. And f i n a l l y , were the uncommitted i n t e r e s t owners 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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n o t i f i e d of t h i s hearing? 

A. Yes. 

Q. And i s t h a t r e f l e c t e d i n E x h i b i t 4, the a f f i d a v i t 

of notice? 

A. Yes. 

Q. And a l l of these i n t e r e s t owners were l o c a t a b l e 

and d i d rece i v e n o t i c e of t h i s hearing, d i d they not, by 

c e r t i f i e d mail? 

A. Yes, they d i d . 

Q. Were E x h i b i t s 1 through 4 prepared by you or 

under your s u p e r v i s i o n , or compiled from company business 

records? 

A. Yes. 

Q. And i n your o p i n i o n i s the g r a n t i n g of t h i s 

A p p l i c a t i o n i n the i n t e r e s t s of conservation and t h e 

pre v e n t i o n of waste? 

A. Yes. 

MR. BRUCE: Mr. Examiner, I ' d move the admission 

of E x h i b i t s 1 through 4. 

EXAMINER CATANACH: E x h i b i t s 1 through 4 w i l l be 

admitted. 

I have no questions of the witness. You may be 

excused. 

THE WITNESS: Thank you. 

EXAMINER CATANACH: Anything f u r t h e r , Mr. Bruce? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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MR. BRUCE: No, s i r . 

EXAMINER CATANACH: There being n o t h i n g f u r t h e r , 

Case 13,726 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

8:39 a.m.) 

* * * 

<** h . r e 0 y certify » „ a t t h e f 

« corrtp ele record r>{ b 

' L a ' ; ! r , e r h e a r ">9 of C a * No. /$7£6, 
me on 7 > ^ 2 A _ 2 ^ ~ . 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 
) ss. 

COUNTY OF SANTA FE ) 

I , Steven T. Brenner, C e r t i f i e d Court Reporter 

and Notary Public, HEREBY CERTIFY that the foregoing 

t r a n s c r i p t of proceedings before the O i l Conservation 

Division was reported by me; that I transcribed my notes; 

and th a t the foregoing i s a true and accurate record of the 

proceedings. 

I FURTHER CERTIFY that I am not a r e l a t i v e or 

employee of any of the parties or attorneys involved i n 

t h i s matter and that I have no personal i n t e r e s t i n the 

f i n a l d i s p o s i t i o n of t h i s matter. 

WITNESS MY HAND AND SEAL June 22nd, 2006. 

STEVEN T. BRENNER 
CCR No. 7 

My commission expires: October 16th, 2006 

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