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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: 

APPLICATIONS OF SUNLIGHT EXPLORATION, 
INC., FOR COMPULSORY POOLING, LEA COUNTY, 
NEW MEXICO 

CASE NOS. 13,159 
13,160 
13,161 

and 13,162 
(Consolidated) 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

ORIGINAL 
BEFORE: DAVID R. CATANACH, Hearing Examiner ^ 

October 9th, 2 003 QQJ 23 ^ 

Santa Fe, New Mexico 0/7 rw,„ 

°" c°nservafto„ D,v,sta(| 

This matter came on f o r hearing before t h e New 

Mexico O i l Conservation D i v i s i o n , DAVID R. CATANACH, 

Hearing Examiner, on Thursday, October 9 t h , 2003, 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. 

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

10:25 a.m.: 

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

Case 13,159, the A p p l i c a t i o n of Sun l i g h t E x p l o r a t i o n , I n c . , 

f o r compulsory Pooling, Lea County, New Mexico. 

C a l l f o r appearances i n t h i s case. 

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

re p r e s e n t i n g the App l i c a n t . I have one witness, and I ' d 

ask t h a t t h i s case be consolidated w i t h the next t h r e e 

cases. 

EXAMINER CATANACH: Are ther e any a d d i t i o n a l 

appearances i n t h i s case? 

Okay, a t the request of the A p p l i c a n t I w i l l now 

c a l l Case 13,160, which i s the A p p l i c a t i o n of S u n l i g h t 

E x p l o r a t i o n , I n c . , f o r compulsory Pooling, Lea County, New 

Mexico. 

I w i l l also c a l l Case 13,161, which i s the 

A p p l i c a t i o n of Sunlight E x p l o r a t i o n , I n c . , f o r compulsory 

Pooling, Lea County, New Mexico. 

And l a s t l y I w i l l c a l l Case 13,162, which i s also 

t h e A p p l i c a t i o n of Sunlight E x p l o r a t i o n , I n c . , f o r 

compulsory Pooling, Lea County, New Mexico. 

Any a d d i t i o n a l appearances i n any of these f o u r 

cases? 

There being none, can I get the witness t o stand 

STEVEN T. BRENNER, CCR 
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and be sworn a t t h i s time? 

(Thereupon, the witness was sworn.) 

TERRY BROOKS. 

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. BRUCE: 

Q. Would you please s t a t e your name f o r the record? 

A. Terry Brooks. 

Q. Where do you reside? 

A. Blanchard, Oklahoma. 

Q. What's your occupation? 

A. Petroleum landman. 

Q. What i s your r e l a t i o n s h i p t o S u n l i g h t 

E x p l o r a t i o n , I n c . , i n t h i s matter? 

A. I am the landman who have — I've secured the o i l 

and gas leases r e l a t e d t o the prospect. 

Q. Okay, so you're an independent c o n t r a c t o r on 

behalf of Sunlight? 

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

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

D i v i s i o n ? 

A. No. 

Q. Would you please summarize your e d u c a t i o n a l and 

employment background? 

STEVEN T. BRENNER, CCR 
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A. I attended the U n i v e r s i t y of Oklahoma from 1977 

t o 1981 as a petroleum landman. I've worked i n the 

i n d u s t r y from 1981 t o present as a petroleum landman. 

Q. Which company do you c u r r e n t l y work f o r ? 

A. Land Services, I nc., which i s my company. 

Q. Okay. And on behalf of Su n l i g h t d i d you examine 

t i t l e , or have examined t i t l e , i n the northwest q u a r t e r of 

Section 14 and other acreage i n t h i s area? 

A. Yes, I d i d . 

Q. And are you f a m i l i a r w i t h the land matters 

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

A. Yes, I am. 

MR. BRUCE: Mr. Examiner, I ' d tender the witness 

as an expert petroleum landman. 

EXAMINER CATANACH: Mr. Brooks i s so q u a l i f i e d . 

Q. (By Mr. Bruce) Mr. Brooks, could you i d e n t i f y 

E x h i b i t 1 and describe what Sunlight seeks i n these f o u r 

cases? 

A. E x h i b i t 1 i s a land p l a t of p a r t of Township 13 

South, Range 38 East. We're seeking an order p o o l i n g a l l 

m i n e r a l i n t e r e s t owners from the surface t o the base of the 

Wolfcamp fo r m a t i o n u n d e r l y i n g each qu a r t e r q u a r t e r s e c t i o n 

i n t he northwest quarter of Section 14. The u n i t i s 

comprised of the northwest-northwest, the n o r t h e a s t -

northwest, the southwest-northwest and southeast-northwest. 

STEVEN T. BRENNER, CCR 
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Q. Now i n the northwest-northwest and the n o r t h e a s t -

northwest, those u n i t s are being pooled f o r the r e - e n t r i e s 

of t h e Linam Number 1 and Number 2 w e l l s , r e s p e c t i v e l y ? 

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

Q. And f o r the southwest of the northwest and the 

southeast of the northwest, those w i l l be new wel l s ? 

A. Yes, s i r , d r i l l e d a t an orthodox l o c a t i o n . 

Q. Okay. And the Linam Number 1 and Number 2, those 

are a t orthodox l o c a t i o n s also, aren't they? 

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

Q. And again, what i s the primary t a r g e t zone of the 

w e l l ? 

A. The Wolfcamp formation, which i s a p a r t of the 

Bronco-Wolfcamp Pool. 

Q. Now, before we get t o the next e x h i b i t , E x h i b i t 

2, we are f o r c e p o o l i n g a number of i n t e r e s t owners, but 

what percentage i n t e r e s t have you been able t o lease i n 

these w e l l u n i t s ? 

A. 95 percent we have leased. 

Q. Okay, and could you i d e n t i f y E x h i b i t 2 f o r the 

Examiner? 

A. Yes, E x h i b i t 2 i s a l i s t of the respondents t o 

the p o o l i n g . 

Q. So these are the p a r t i e s you have not been able 

t o l o c a t e or lease? 

STEVEN T. BRENNER, CCR 
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A. This i s c o r r e c t . 

Q. Now, omitted from here — and these p a r t i e s 

comprise 5 percent of each w e l l u n i t ? 

A. As t o the n o r t h h a l f of the northwest q u a r t e r , 

yes. 

Q. Okay. Now, we omitted — or I should say I 

o m i t t e d one p a r t y from here, which i s Betelgeuse Production 

Company; i s t h a t correct? 

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

Q. Now, Betelgeuse Production Company owns what, a 

1-1/4-percent i n t e r e s t i n these w e l l u n i t s ? 

A. That i s c o r r e c t , i n each u n i t . 

Q. Okay. Now, they have leased t o you i n the n o r t h 

h a l f of the northwest? 

A. Yes. 

Q. But they have not leased t o you i n the south h a l f 

of the northwest a t t h i s point? 

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

Q. Okay. Now, as t o these u n l o c a t a b l e owners, what 

have you done t o l o c a t e t h e i r i n t e r e s t s ? 

A. We have performed extensive searches a t the Lea 

County Courthouse records, we've checked phone l i s t i n g s and 

I n t e r n e t searches. We're s t i l l i n the process of 

a t t e m p t i n g t o l o c a t e them. Most of the p a r t i e s — Well, 

excuse me, a l l of the p a r t i e s or t h e i r predecessors 

STEVEN T. BRENNER, CCR 
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acquired t i t l e i n the 193 0s and have disappeared from 

reco r d . 

Q. Okay, so i t ' s over approximately 65 years since 

they've acquired t h e i r i n t e r e s t ? 

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

Q. And as usual, probably when they were granted 

t h e i r i n t e r e s t , d i d n ' t c o n t a i n a prec i s e address or maybe 

even no address a t a l l ? 

A. A c t u a l l y , some of them had no address on the 

instruments of a c q u i s i t i o n . 

Q. Okay. I n your o p i n i o n , have you made a good-

f a i t h e f f o r t t o l o c a t e the p a r t i e s l i s t e d on E x h i b i t 2? 

A. Yes, we have. 

Q. Now w i t h respect t o Betelgeuse p r o d u c t i o n , you 

have been i n n e g o t i a t i o n s w i t h them f o r q u i t e some time? 

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

Q. And you were able t o secure a lease on the n o r t h 

h a l f of the northwest q u a r t e r , c o r r e c t ? 

A. Yes. 

Q. What was t h e i r reasoning behind not l e a s i n g the 

south h a l f of the northwest quarter? 

A. He wanted t o evaluate the prospect as we 

proceeded w i t h our a c t i v i t i e s and defer h i s e l e c t i o n t o the 

south h a l f a t a l a t e r date. 

Q. Okay, so you remain i n contact w i t h him? 

STEVEN T. BRENNER, CCR 
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A. Yes, we do. 

Q. And you're hopeful of securing h i s i n t e r e s t ? 

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

Q. But a t t h i s p o i n t you would s t i l l need t o pool 

h i s i n t e r e s t i n the south h a l f , northwest, pending a 

r e s o l u t i o n of a lease w i t h him? 

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

Q. Okay. Could you i d e n t i f y E x h i b i t 3 f o r the 

Examiner? 

A. E x h i b i t 3, which i s fou r AFEs, of which two are 

r e - e n t r i e s and two are new d r i l l s . 

Q. Okay. And these are the AFEs f o r the proposed 

w e l l s or f o r the r e - e n t r i e s ? 

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

Q. And the dryhole and completed w e l l costs are 

given on these? 

A. Yes, they are. 

Q. Approximately what are those costs? 

A. The dryhole on the r e - e n t r y Number 1, Linam 

Number 1, i s $42,000, t o t a l completed cost i s $217,000. As 

t o t h e Linam Number 2, the dryhole i s $150,900, t o t a l 

completed w e l l cost would be $421,600. The new d r i l l s , 

what we are c a l l i n g the Linam Number 3 and the Linam Number 

4 would m i r r o r each other, and they are $485,400 on dryhole 

and $819,500 on completed cost. 

STEVEN T. BRENNER, CCR 
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Q. And are these amounts equ i v a l e n t — equal t o 

those w e l l costs f o r w e l l s of t h i s depth i n t h i s area of 

New Mexico? 

A. Yes, they are. 

Q. Does Sun l i g h t request t h a t i t be designated 

operator of the wells? 

A. Yes, they do. 

Q. And do you have a recommendation f o r the amounts 

which S u n l i g h t should be paid f o r s u p e r v i s i o n and 

a d m i n i s t r a t i v e expenses? 

A. Yes, we do. 

Q. And what are those amounts? 

A. That would be $5000 a month on the d r i l l i n g cost 

and $400 on operat i n g . 

Q. Are these amounts equal t o those charged by other 

operators i n t h i s area f o r w e l l s of t h i s depth? 

A. Yes, they are. 

Q. And do you request t h a t these r a t e s be 

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

procedure? 

A. Yes. 

Q. Does Sunlight request the maximum cost-plus-200-

percent r i s k charge be assessed against any nonconsenting 

i n t e r e s t owner? 

A. Yes, we do. 

STEVEN T. BRENNER, CCR 
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Q. And f i n a l l y , was n o t i c e of t h i s matter given t o 

Betelgeuse Production? 

A. Yes, i t was. 

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

A. Yes. 

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 S u n l i g h t ' s business 

records? 

A. Yes, they were. 

Q. And i n your o p i n i o n , are the g r a n t i n g of these 

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

pr e v e n t i o n of waste? 

A. Yes. 

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

of S u n l i g h t E x h i b i t s 1 through 4. 

EXAMINER CATANACH: E x h i b i t s 1 through 4 are 

admitted. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Brooks, on E x h i b i t Number 2, these are the 

i n t e r e s t owners w i t h i n t h a t 160 acres? 

A. A c t u a l l y , i t was a 320-acre undivided i n t e r e s t 

t h a t they owned i n . 

Q. Okay, so t h a t includes the northwest quarter? 

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

STEVEN T. BRENNER, CCR 
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Q. So I b e l i e v e — Something you s a i d confused me. 

You s a i d something about t h i s being only the n o r t h h a l f of 

the northwest qua r t e r . But t h i s does represent t h a t whole 

southwest q u a r t e r , the i n t e r e s t ownership? 

A. No, the i n t e r e s t ownership i s comprised of the 

west h a l f of Section 14. I t ' s common ownership w i t h i n the 

west h a l f of 14. We're only seeking p o o l i n g f o r the 

northwest q u a r t e r . 

Q. Okay. The p a r t i e s t h a t you were — These 

represent a l l t he p a r t i e s t h a t you were unable t o locate? 

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

Q. Okay. 

A. There were over 30 i n t e r e s t owners, we secured 

leases f o r the other 90 percent, 95 percent. And these 

p a r t i e s , as I s a i d , acquired t i t l e i n the 1930s, and we're 

p r e s e n t l y t r y i n g t o lo c a t e them. I know t h r e e of the 

p a r t i e s are deceased. 

The p a r t i e s r e f l e c t e d under Homer Duncan, t h a t i s 

taken from a 1945 proof of death and h e i r s h i p f i l e d of 

r e c o r d , which most of the p a r t i e s r e s i d e d i n Pennsylvania, 

and we're i n the process of t r y i n g t o l o c a t e them. 

Q. Okay. So you've got 95 percent or so i n t e r e s t 

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

A. That i s c o r r e c t , yes. 

Q. And those have a l l signed up — You've e i t h e r 

STEVEN T. BRENNER, CCR 
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purchased t h e i r i n t e r e s t or leased from them? 

A. We've secured o i l and gas leases from them, yes, 

s i r . 

Q. Okay. So these p a r t i e s represent the remaining 5 

or so percent? 

A. Yes. 

Q. And Betelgeuse has leased t o you i n the n o r t h 

h a l f of the northwest quarter? 

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

Q. And they're h o l d i n g out f o r the south h a l f ? 

A. Well, i t ' s a favorable s i t u a t i o n . I t ' s not a 

h o s t i l e s i t u a t i o n , he j u s t — he wanted t o evaluate our 

a c t i v i t y i n the n o r t h h a l f and then make h i s d e c i s i o n from 

t h e r e . 

Q. Okay. With regards t o the w e l l c o s t , I n o t i c e a 

s i g n i f i c a n t d i f f e r e n c e between the Linam Number 1 and Linam 

Number 2. Can you e x p l a i n t h a t ? 

A. I a c t u a l l y can't e x p l a i n i t i n depth. The 

i n d i v i d u a l t h a t prepared the AFE i s t a k i n g i n t o account 

i n f o r m a t i o n t h a t he's able t o a s c e r t a i n o f f of the o l d w e l l 

f i l e s , and I t h i n k he's encountering — or I b e l i e v e 

a n t i c i p a t i n g encountering some a d d i t i o n a l problems. Any 

r e - e n t r y of e x i s t i n g wellbores, you don't have any idea 

what you're going t o get i n t o . We may u l t i m a t e l y end up 

having t o abandon our a c t i v i t i e s as r e - e n t r i e s and d r i l l i n g 

STEVEN T. BRENNER, CCR 
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new w e l l s . 

Q. Okay. I was a c t u a l l y j u s t l o o k i n g a t the Linam 

Number 2, and i t looks l i k e there's a category f o r 

s i d e t r a c k i n g the w e l l , so t h a t may be a b i g p a r t of i t . 

A. I t i s a candidate f o r a s i d e t r a c k , yes, whereas 

the Linam Number 1 we're not considering doing t h a t . 

Q. Did I hear you c o r r e c t l y , your overhead r a t e s are 

$5000 d r i l l i n g and $400 producing? 

A. $400 monthly on the operating cost. 

Q. Okay. Do you know — The Linam Number 1 and 

Number 2, do you know what they produced from p r e v i o u s l y ? 

A. No. I be l i e v e they were lower Wolfcamp or 

Devonian, the deeper formations. 

f u r t h e r i n t h i s case, Cases 13,159, 13,160, 13,161 and 

13,162 w i l l be taken under advisement. 

EXAMINER CATANACH: Okay, I have not h i n g f u r t h e r 

of t h i s witness. 

MR. BRUCE: I have nothing f u r t h e r , Mr. Examiner. 

EXAMINER CATANACH: Okay, the r e being n o t h i n g 

THE WITNESS: Thank you. 

(Thereupon, these proceedings were concluded a t 

1 0 : 4 1 a . m . ) 
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