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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 CIMAREX ENERGY COMPANY 
FOR COMPULSORY POOLING, LEA COUNTY, 
NEW MEXICO 

CASE NO. 13,786 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: RICHARD EZEANYIM, Hearing Examiner c—> 

October 12 th , 2006 i—>• 
co 

Santa Fe, New Mexico -o 
Z3 
co 

This matter came on f o r hearing before the N©w 
co 

Mexico O i l Conservation D i v i s i o n , RICHARD EZEANYIM, Hearing 

Examiner, on Thursday, October 12th, 2006, 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. 
* * * 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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E X H I B I T S 

App l i c a n t • s I d e n t i f i e d Admitted 

E x h i b i t 1 4 7 

E x h i b i t A 4 7 
E x h i b i t B 5 7 
E x h i b i t C 5 7 
E x h i b i t D 6 7 

E x h i b i t 2 6 7 
E x h i b i t 3 6 7 

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

FOR THE DIVISION: 

CHERYL O'CONNOR 
As s i s t a n t Counsel, NMOCD 
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 

* * * 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

8:19 a.m.: 

EXAMINER EZEANYIM: We'll go back t o page 1 and 

then c a l l Case Number 13,786. This case was also continued 

from September 28th Examiner Hearing, and t h i s i s the 

A p p l i c a t i o n of Cimarex Energy 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. BRUCE: Mr. Examiner, Jim Bruce of Santa Fe, 

rep r e s e n t i n g the Applicant. I'm s u b m i t t i n g t h i s case by 

a f f i d a v i t . 

EXAMINER EZEANYIM: Any other appearances? 

Okay, Mr. Bruce, you may continue. 

MR. BRUCE: Mr. Examiner, I've handed you a 

package of e x h i b i t s . 

E x h i b i t l i s the a f f i d a v i t of the landman f o r 

Cimarex Energy Company. I f you'd t u r n t o E x h i b i t A t o the 

e x h i b i t , the land p l a t — 

EXAMINER EZEANYIM: Okay. 

MR. BRUCE: — and even the page before t h a t , Mr. 

Examiner. There are — E x h i b i t A i s two pages. 

The Applicant seeks t o fo r c e pool the n o r t h h a l f 

of Section 17, Township 15 South, Range 36 East. That's a 

land p l a t . And then attached — p a r t of E x h i b i t A, the 

next page, i s the C-102 f o r the w e l l , showing t h a t i t ' s a t 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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an orthodox l o c a t i o n 880 f e e t . The w e l l , the C a u d i l l West 

17 Fee Number 1, i s located 880 f e e t from the n o r t h l i n e 

and 660 f e e t from the east l i n e . 

EXAMINER EZEANYIM: Can you repeat t h a t , please? 

MR. BRUCE: 880 from the n o r t h l i n e and 660 from 

the east l i n e . 

EXAMINER EZEANYIM: Okay. 

MR. BRUCE: Attached as E x h i b i t B i s a l i s t i n g of 

the — t h i s i s a l l fee land. Attached as E x h i b i t B i s a 

l i s t i n g of the people who have not y e t e i t h e r leased t h e i r 

lands or agreed t o p a r t i c i p a t e i n the w e l l . 

This i s an o l d — you know, a fee t r a c t — two 

fee t r a c t s t h a t were patented i n the e a r l y p a r t of the 

1900s, and there are many, many owners. About 15 percent, 

maybe 14 percent, of the owners remain unleased, and these 

are — on E x h i b i t B which i s fo u r pages, i t l i s t s a l l the 

i n t e r e s t owners and t h e i r percentage i n t e r e s t i n t h e 320-

acre w e l l u n i t . You can see t h a t a l o t of these i n t e r e s t s 

are q u i t e small. 

The Applicant has t r i e d t o lease these i n t e r e s t 

owners or ask them t o j o i n i n the w e l l . I've provided them 

w i t h an AFE, and attached as E x h i b i t C i s the 

correspondence w i t h these i n t e r e s t owners. There was — i n 

a d d i t i o n t o t h i s correspondence, t h e r e were numerous phone 

c a l l s made t o many of these p a r t i e s and e-mails exchange 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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w i t h a number of these p a r t i e s , but they have not y e t 

agreed t o lease. 

Attached as E x h i b i t D i s the AFE f o r the w e l l , 

which i s a — i t ' s a Mi s s i s s i p p i a n t e s t , and i t has a 

completed w e l l cost of $3,131,000, so i t ' s a p r e t t y 

expensive w e l l . 

The overhead r a t e s requested by the A p p l i c a n t are 

$6000 a month f o r a d r i l l i n g w e l l and $600 f o r a producing 

w e l l , and these are common ra t e s i n t h i s area. 

EXAMINER EZEANYIM: How much i s t h a t again? 

MR. BRUCE: $6000 and $600. 

Submitted as E x h i b i t 2 i s my a f f i d a v i t of n o t i c e , 

and w r i t t e n n o t i c e was provided t o everyone, although t h e r e 

are some unlocatable people. 

And an a f f i d a v i t was published — I mean, excuse 

me, a n o t i c e was published i n the Hobbs newspaper, and t h a t 

n o t i c e i s marked as E x h i b i t 3. 

A f t e r doing t h i s , t here were a few people who 

were l o c a t a b l e but d i d not accept t h e i r c e r t i f i e d m a i l , and 

so I have re-published n o t i c e so t h a t a l l of these people 

were als o n o t i f i e d . I do not have t h a t a f f i d a v i t of n o t i c e 

back y e t , and so I ' d ask t h a t the case be continued f o r two 

weeks so I can submit t h a t a d d i t i o n a l n o t i c e a f f i d a v i t — I 

mean, excuse me, p u b l i c a t i o n a f f i d a v i t . But a l l of the 

people have been given n o t i c e , e i t h e r by m a i l or by 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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p u b l i c a t i o n . 

And 1 1d ask t h a t E x h i b i t s 1 through 3 be made 

p a r t of the record i n t h i s case. 

EXAMINER EZEANYIM: At t h i s time E x h i b i t s 1 

through 3 w i l l be admitted i n t o evidence. 

I f I may ask some few questions here, I know t h i s 

case w i l l be continued, and I t h i n k a t the p o i n t when i t ' s 

continued we w i l l need t o get your newspaper p u b l i c a t i o n , 

because t h e r e i s need of going through the case a t t h a t 

p o i n t . 

MR. BRUCE: Yeah. 

EXAMINER EZEANYIM: At t h a t p o i n t t h a t case may 

then be taken under advisement. So a t t h a t p o i n t get some 

c l a r i f i c a t i o n or something, t h i n g s t h a t I needed t o know. 

Of a l l the working i n t e r e s t s , how many working 

i n t e r e s t s i n t h i s n o r t h - h a l f u n i t ? Do you know? 

MR. BRUCE: There's r e a l l y only two working 

i n t e r e s t s — I mean two lessees. One i s the A p p l i c a n t , 

Cimarex Energy Company, and then the other one i s Chalfant 

P r o p e r t i e s — t h a t ' s C-h-a-l-f-a-n-t P r o p e r t i e s — out of 

Midland, who i s a — t h a t ' s a brokerage. I'm guessing t h a t 

t h a t was probably leased f o r Chesapeake Energy, although I 

do not know t h a t . 

A l l of these other people l i s t e d i n E x h i b i t 1 are 

unleased mineral owners. 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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EXAMINER EZEANYIM: Okay. So out of those two — 

how many of them have committed? A l l of them or j u s t — 

none of them? 

MR. BRUCE: On E x h i b i t B attached t o E x h i b i t 1, 

none of these people are committed a t t h i s time, they are 

a l l unleased. 

Several — The Applicant continues t o take 

leases, and I be l i e v e about maybe e i g h t or 10 of these 

people are s t i l l n e g o t i a t i n g a lease, and i f any of them do 

lease I w i l l n o t i f y the D i v i s i o n . 

But a t t h i s p o i n t a l l of the people on E x h i b i t B 

are unleased, except — i f you look a t the f i r s t page of 

E x h i b i t 4, down i n the middle, Chalfant P r o p e r t i e s , I n c . , 

they are a lessee, but they have not — 

EXAMINER EZEANYIM: — been contacted? 

MR. BRUCE: — they have not signed a JOA y e t . 

EXAMINER EZEANYIM: Okay. 

MR. BRUCE: They are the person or the company 

t h a t they leased f o r . 

EXAMINER EZEANYIM: Since the w e l l i s on a 

standard l o c a t i o n , do you — have you go t t e n an APD or — 

whether or not any — 

MR. BRUCE: Mr. Examiner, I w i l l get t h a t f o r 

you. I b e l i e v e there i s an APD, and I had i t i n my f i l e . 

I do not have i t r i g h t now. 

STEVEN T. BRENNER, CCR 
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EXAMINER EZEANYIM: Okay. Case Number 13,786 

w i l l be continued t o the next Examiner Hearing on October 

26th t o enable the Applicant t o w r i t e a newspaper 

advertisement t o a l l i n t e r e s t owners. 

(Thereupon, these proceedings were concluded a t 

8:29 a.m.) 

* * * 

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

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 isposition of t h i s matter. 

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

WITNESS MY HAND AND SEAL October 12th, 2006. 

STEVEN T. BRENNER 
CCR No. 7 

My commission expires: October 16th, 2006 

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


