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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 MACK ENERGY CORPORATION 
FOR COMPULSORY POOLING, EDDY COUNTY, 
NEW MEXICO 

CASE NO. 13 ,155 

ORIGINAL 
REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: DAVID R. CATANACH, Hearing E x a m i n e f f F f ^ ^ s j 

October 9th, 2003 ^ %J lli'uj 

Santa Fe, New Mexico °ilCo^m,onDivislon 

This matter came on f o r hearing before the New 

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

Hearing Examiner, on Thursday, October 9th, 2003, 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 f o r the State of New Mexico. 

* * * 

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

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 

9:53 a.m.: 

EXAMINER CATANACH: Okay, a t t h i s time I ' l l c a l l 

Case 13,155, the A p p l i c a t i o n of Mack Energy Corporation f o r 

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

C a l l f o r appearances. 

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 Mack Energy Corporation i n t h i s 

matter, and I have one witness. 

EXAMINER CATANACH: W i l l t he witness please stand 

t o be sworn in? 

(Thereupon, the witness was sworn.) 

RONALD W. LANNING. 

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. CARR: 

Q. Would you s t a t e your name f o r the re c o r d , please? 

A. Ronald W. Lanning. 

Q. Mr. Lanning, where do you reside? 

A. A r t e s i a , New Mexico. 

Q. By whom are you employed? 

A. Mack Energy Corporation. 

Q. What i s your p o s i t i o n w i t h Mack Energy 

STEVEN T. BRENNER, CCR 
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Corporation? 

A. Land manager. 

Q. Have you p r e v i o u s l y t e s t i f i e d before t h i s 

D i v i s i o n ? 

A. Yes, I have. 

Q. At the time of t h a t testimony, were your 

c r e d e n t i a l s as an expert i n petroleum land matters accepted 

and made a matter of record? 

A. Yes. 

Q. Are you f a m i l i a r w i t h the A p p l i c a t i o n f i l e d i n 

t h i s case? 

A. Yes, s i r . 

Q. And are you f a m i l i a r w i t h the s t a t u s of the lands 

i n the area t h a t i s the subject of t h i s A p p l i c a t i o n ? 

A. Yes. 

MR. CARR: Are Mr. Lanning's q u a l i f i c a t i o n s 

acceptable? 

EXAMINER CATANACH: They are. 

Q. (By Mr. Carr) Would you b r i e f l y s t a t e f o r Mr. 

Catanach what i t i s t h a t Mack Energy Corporation seeks w i t h 

t h i s A p p l i c a t i o n ? 

A. An order p o o l i n g a l l mineral i n t e r e s t s from a 

depth of 5000 f e e t t o the base of the Morrow f o r m a t i o n i n 

the f o l l o w i n g described lands: I n Section 28, 17 South, 29 

East, the n o r t h h a l f f o r a l l formations or pools developed 

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 

6 

on 320-acre spacing, which includes but i s not l i m i t e d t o 

the Grayburg-Morrow Gas Pool and the Undesignated Grayburg-

Atoka Gas Pool; the northeast q u a r t e r f o r a l l formations 

and/or pools developed on 160-acre spacing; the west h a l f , 

n o r t h e a s t q u a r t e r f o r a l l formations and/or pools developed 

on 80-acre spacing, which includes but i s not n e c e s s a r i l y 

l i m i t e d t o the Undesignated South Empire-Wolfcamp Pool; and 

the southwest q u a r t e r of the northeast q u a r t e r f o r a l l 

formations and/or pools developed on 40-acre spacing, which 

in c l u d e s but i s not ne c e s s a r i l y l i m i t e d t o the Undesignated 

Empire-Abo Pool and the Undesignated Grayburg-Upper 

Pennsylvanian Pool. 

Q. Would you i d e n t i f y the w e l l t o which these u n i t s 

w i l l be dedicated? 

A. The Diamondbacks State Number 1, i t s l o c a t i o n i s 

1980 from the n o r t h and east l i n e s of the s e c t i o n . 

Q. Mr. Lanning, when the A p p l i c a t i o n was f i l e d , we 

sought an order p o o l i n g from a depth of 5000 f e e t t o the 

base of the Ellenburger? 

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

Q. I s i t not t r u e t h a t Mack Energy Corporation owns 

a hundred percent of the i n t e r e s t below the base of the 

Morrow? 

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

Q. And so the A p p l i c a t i o n and the request should be 

STEVEN T. BRENNER, CCR 
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amended t o pool from a depth of 5000 f e e t t o the base of 

the Morrow? 

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

Q. Let's go t o what has been marked as Mack Energy 

Corporation E x h i b i t Number 1. Would you i d e n t i f y t h a t f o r 

the Examiner? 

A. That's a land p l a t w i t h the n o r t h h a l f of Section 

28 h i g h l i g h t e d i n yellow, and a red dot f o r the l o c a t i o n . 

Q. And what i s the s t a t u s of t h i s land, s t a t e , 

f e d e r a l or fee? 

A. I t ' s a s t a t e lease. 

Q. And the primary o b j e c t i v e s i n the w e l l are what? 

A. The Morrow i s our primary o b j e c t i v e , but we 

i n t e n d t o take i t t o the Ellenburger. 

Q. Let's go t o E x h i b i t 2. Would you i d e n t i f y and 

e x p l a i n what t h i s i s ? 

A. That's a l i s t of a l l the p a r t i e s . Chase O i l 

Corporation, e t a l . , i s the Mack E n e r g y - a f f i l i a t e d 

companies which, of course, are a l l v o l u n t a r i l y committed 

t o the w e l l . The remaining 10 i n t e r e s t s are c o n t r a c t u a l 

i n t e r e s t s from 5000 f e e t t o the base of the Morrow 

fo r m a t i o n . 

Q. And a t t h i s p o i n t i n time we have the Chase O i l 

Corporation i n t e r e s t committed, 91.8 percent? 

A. Yes. 

STEVEN T. BRENNER, CCR 
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Q. Are th e r e owners i n t h i s area t h a t you have been 

unable t o locate? 

A. Yes, the remaining t e n p a r t i e s . We were not able 

t o l o c a t e any of those people. 

Q. Can you e x p l a i n t o Mr. Catanach or review the 

e f f o r t s t h a t you've made t o i d e n t i f y these e n t i t i e s or 

i n d i v i d u a l s and contact them? 

A. We began i n the summer of 2001, I n t e r n e t 

searches, county records, e t cetera. And c e r t i f i e d m a i l 

proposing the w e l l and an AFE was sent out t o a l l t h e 

p a r t i e s on November 13th of 2001. 

Q. The addresses t h a t are shown on t h i s e x h i b i t are 

the best addresses you have been able t o o b t a i n ; i s n ' t t h a t 

c o r r e c t ? 

A. Yes, s i r . 

Q. And you have been unable t o get any of these 

e n t i t i e s or i n d i v i d u a l s t o respond; i s t h a t r i g h t ? 

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

Q. Would you i d e n t i f y Mack E x h i b i t Number 3 and 

e x p l a i n what t h a t i s ? 

A. I t ' s copies of the November 13th, 2001, l e t t e r 

and a l s o another c e r t i f i e d l e t t e r t h a t went out on August 

29th of t h i s year. 

Q. Would you i d e n t i f y E x h i b i t 4? 

A. E x h i b i t Number 4 i s our AFE f o r the w e l l . 

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 

9 

Q. And review the costs t h a t are set f o r t h on t h i s 

e x h i b i t . 

A. Dryhole costs are $653,500, completed w e l l cost 

$1,236,500. 

Q. And these costs r e f l e c t the cost of going t o the 

Morrow f o r m a t i o n ; i s t h a t c o r r e c t ? 

A. Yes, s i r . 

Q. They don't include a d d i t i o n a l — 

A. No. 

Q. — costs r e l a t e d t o the Ellenburger? 

A. No, they do not. 

Q. Are these costs i n l i n e w i t h what has been 

charged by Mack and other operators i n the area f o r s i m i l a r 

w e l l s ? 

A. They are. 

Q. Have you made an estimate of the overhead and 

a d m i n i s t r a t i v e costs t o be i n c u r r e d w h i l e d r i l l i n g t he w e l l 

and a l s o w h i l e producing i t i f , i n f a c t , i t i s successful? 

A. Yes, s i r . 

Q. And what are those? 

A. We propose $6000 a month f o r d r i l l i n g and $600 a 

month f o r producing. 

Q. And these are i n l i n e w i t h costs f o r s i m i l a r 

w e l l s i n the area? 

A. Yes, s i r , w e l l w i t h i n the parameters of our other 

STEVEN T. BRENNER, CCR 
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o p e r a t i n g agreements where we operate, and also o p e r a t i n g 

agreements where we do not operate f o r Morrow w e l l s . 

Q. Do you recommend these f i g u r e s be in c o r p o r a t e d 

i n t o t h e order t h a t r e s u l t s from today's hearing? 

A. Yes. 

Q. Are you f a m i l i a r w i t h the COPAS accounting 

procedures f o r j o i n t operations? 

A. Yes, s i r , I am. 

Q. And you're aware t h a t these permit the adjustment 

of overhead and a d m i n i s t r a t i v e costs on a p e r i o d i c basis? 

A. Yes, s i r . 

Q. Do you request t h a t the order t h a t r e s u l t s from 

t h i s hearing also authorize the adjustment of the overhead 

and a d m i n i s t r a t i v e costs i n accordance w i t h the COPAS 

Accounting Procedures f o r J o i n t Operations, 1984 Onshore 

Form? 

A. Yes, s i r . 

Q. Does Mack Energy request t h a t a 200-percent 

charge f o r the r i s k assumed by Mack i n d r i l l i n g and 

completing t h i s w e l l be imposed on each i n t e r e s t not 

v o l u n t a r i l y committed t o the well? 

A. Yes. 

Q. I s E x h i b i t Number 5 an a f f i d a v i t w i t h attached 

l e t t e r s c o n f i r m i n g t h a t n o t i c e of t h i s hearing has been 

provided i n accordance w i t h the Rules of the D i v i s i o n ? 

STEVEN T. BRENNER, CCR 
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A. Yes, s i r . 

Q. To whom was n o t i c e provided? 

A. The t e n p a r t i e s l i s t e d on E x h i b i t 2. 

Q. Does Mack Energy Corporation seek t o be 

designated operator of the proposed w e l l ? 

A. Yes. 

Q. And how soon do you plan t o a c t u a l l y commence 

operations on t h a t well? 

A. As soon as po s s i b l e . 

Q. Were E x h i b i t s 1 through 5 prepared by you or 

compiled under your d i r e c t i o n ? 

A. Yes, s i r . 

MR. CARR: May i t please the Examiner, a t t h i s 

time we'd move the admission i n t o evidence of Mack Energy 

Corporation E x h i b i t s 1 through 5. 

EXAMINER CATANACH: E x h i b i t s 1 through 5 w i l l be 

admitted. 

MR. CARR: And t h a t concludes my examination of 

Mr. Lanning 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Lanning, where do these i n t e r e s t owners 

d e r i v e t h e i r i n t e r e s t from, w i t h i n t h i s u n i t ? 

A. There was a c o n t r a c t u a l i n t e r e s t — I ' d have t o 

get my b r i e f c a s e , David, but th e r e was an i n d i v i d u a l who 

STEVEN T. BRENNER, CCR 
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had a c o n t r a c t u a l i n t e r e s t of approximately 15 percent, and 

he doled i t out t o probably about 30 d i f f e r e n t people 

across the country, i n c l u d i n g Bing Crosby and some other 

well-known i n d i v i d u a l s . And we were able t o clean up about 

20 of the i n d i v i d u a l s , and these 10 we j u s t simply weren't 

able t o l o c a t e . But they were s c a t t e r e d a l l over the 

country. 

Q. By "cleaning up", you were able t o purchase — 

A. We acquired — Yes, we acquired the i n t e r e s t . 

Q. But you've j u s t not been able t o l o c a t e these 

p a r t i e s ? 

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

Q. And these are the l a s t known addresses t h a t you 

can f i n d on these people? 

A. Yes. 

Q. And you've conducted searches f o r these people? 

A. Yes, s i r , on the I n t e r n e t under Yahoo 

PeopleSearch, and we've done extensive record-checking i n 

Eddy and Lea Counties t r y i n g t o f i n d them. 

Q. Okay. And they only own r i g h t s from 5000 f e e t t o 

the base of the Morrow; i s t h a t c o r r e c t ? 

A. Correct. 

Q. You own ev e r y t h i n g above and below t h a t ? 

A. Yes, s i r . 

Q. So i f i t ' s Morrow — I mean, i f i t ' s — Do you 

STEVEN T. BRENNER, CCR 
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A. Not r e a l l y , but Mack wants t o take i t t o the 

Ellenburger, so t h a t ' s what we're going t o do, but our 

primary o b j e c t i v e i s Morrow. 

EXAMINER CATANACH: Okay. I don't have anything 

e l s e . 

MR. CARR: That concludes our p r e s e n t a t i o n i n 

t h i s case. 

EXAMINER CATANACH: Did you have anything? I'm 

s o r r y , do you have anything? 

MS. MacQUESTEN: (Shakes head) 

EXAMINER CATANACH: Okay, the witness may be 

excused. 

And t h e r e being nothing f u r t h e r , Case 13,155 w i l l 

be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

9:01 a.m.) 

* * * 

I 4sa feer&fey certify that lh« foregoing it 
a compK-.'e record of the proceed In as in 
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