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1 MR. BROOKS: At t h i s t i m e we w i l l c a l l 

2 Case Number- 14328, t h e a p p l i c a t i o n o f Marbob Energy 

3 C o r p o r a t i o n f o r a p p r o v a l o f a U n i t Agreement, Eddy 

4 County, New Mexico. C a l l f o r appearances. 

5 MR. CARR: May i t p l e a s e t h e Examiners, my 

6 name i s W i l l i a m F. Carr w i t h t h e Santa Fe o f f i c e o f 

7 H o l l a n d & H a r t . We r e p r e s e n t Marbob Energy C o r p o r a t i o n • 

8 i n t h i s m a t t e r , and I would r e q u e s t p e r m i s s i o n t o p r e s e n t 

9 t h e case by a f f i d a v i t . 

10 MR. BROOKS: That w i l l be s a t i s f a c t o r y . 

11 You may proceed. 

12 MR. CARR: Mr. Examiner, b e f o r e you you 

13 have two e x h i b i t s . E x h i b i t 1 i s an a f f i d a v i t p r e p a r e d by 

14 Bre n t May. Mr. May i s t h e g e o l o g i s t f o r Marbob Energy 

15 C o r p o r a t i o n . As s e t f o r t h i n t h a t a f f i d a v i t , Marbob 

16 seeks a p p r o v a l o f an 8,320-acre s t a t e e x p l o r a t o r y u n i t . 

17 I t i s 100 p e r c e n t S t a t e o f New Mexico l a n d s , and t h e U n i t 

18 Agreement covers a l l f o r m a t i o n s from t h e s u r f a c e t o t h e 

19 base o f t h e Bone S p r i n g Formation. I t ' s l o c a t e d i n 

20 p o r t i o n s o f Townships 25 and 26, Range 28 East. 

21 Attachment A o f t h e a f f i d a v i t i s a copy o f t h e 

22 U n i t Agreement. I t i s on t h e S t a t e o f New Mexico form 

23 f o r a v o l u n t a r y e x p l o r a t o r y u n i t . Attachment B i s a 
24 p l a t . I t i s t h e same as E x h i b i t A t o t h e U n i t Agreement. 

25 I t shows t h e u n i t boundary and t h e t r a c t s i n v o l v e d i n t h e 
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1 u n i t . Attachment C i s the same as E x h i b i t B t o the Unit 

2 Agreement, which shows there are 27 t r a c t s of s t a t e . l a n d . 

3 This e x h i b i t shows the working i n t e r e s t ownership by 

4 t r a c t . 

5 Now, I would p o i n t out t h a t the a f f i d a v i t 

6 states -- i t ' s dated May 27th -- t h a t Marbob owns 17 

7 percent of the working i n t e r e s t and t h a t has been 

8 committed t o the Unit Agreement. I can advise the 

9 Examiners t h a t as of yesterday afternoon, I checked w i t h 

10 Marbob and a l l working i n t e r e s t owners have agreed t o 

11 commit t h e i r i n t e r e s t t o the u n i t plan w i t h the exception 

12 of one company, and t h a t company i s Legend Natural Gas, 

13 which i f you look at Schedule C, owns approximately a 2 

14 percent working i n t e r e s t i n nine t r a c t s w i t h i n the u n i t . 

15 They may j o i n . They're t a l k i n g w i t h them s t i l l today. 

16 Legend i s p a r t of a group of i n t e r e s t owners. 

17 Y o u ' l l see they appear -- i t ' s the same percentage i n a 

18 number of t r a c t s , and they t y p i c a l l y do not respond. But 

19 they have t a l k e d t o them and they're e x p l a i n i n g t o them 

20 t h a t i f they're not committed t o the Unit Agreement, 

21 under A r t i c l e 13 of the Unit Agreement, t h i s i n t e r e s t 

22 would have t o be developed on a non-unitized basis, which 

23 creates a headache f o r the u n i t operator, but also could 

24 have a r e a l impact on Legend. So as i t stands today, 

25 owners of 92 percent plus of the working i n t e r e s t are 

PAUL BACA PROFESSIONAL COURT REPORTERS 
516b9e82-b056-4f66-982a-ccb9ee0e3a49 



Page 5 

1 v o l u n t a r i l y committed t o t h e u n i t p l a n . 

2 T h i s e x h i b i t a l s o shows t h a t a l l w o r k i n g 

3 i n t e r e s t i s h e l d by t h e S t a t e o f New Mexico. Attachment 

4 D t o t h e a f f i d a v i t i s t h e l e t t e r from t h e Commissioner o f 

5 P u b l i c Lands g r a n t i n g p r e l i m i n a r y a p p r o v a l t o t h e u n i t 

6 p l a n s . So what we have i s we have a p r o p o s a l where we 

7 have i n excess o f 92 p e r c e n t o f t h e w o r k i n g i n t e r e s t 

8 v o l u n t a r i l y committed and w i l l have 100 p e r c e n t o f t h e 

9 r o y a l t y i n t e r e s t , so we do have a s i t u a t i o n where we w i l l 

10 have e f f e c t i v e c o n t r o l o f t h e u n i t o p e r a t i o n s . We s t i l l 

11 hope t o have a hundred p e r c e n t o f each. 

12 MR. BROOKS: You s a i d t h a t 92 p e r c e n t 

13 MR. CARR: I f you l o o k , Mr. Brooks, a t the 

14 l a s t page o f E x h i b i t C, i t ' s g o t a summary by e n t i t y o f 

15 t h e ownership, and you w i l l see t h a t t h e second one from 

16 t h e bottom i s Legend, and what t h e y a c t u a l l y have i s a 

17 t o t a l o f 6.8. So, a c t u a l l y , i t would be, I guess, i n 

18 excess o f 93 p e r c e n t . E v e r y t h i n g e l s e i s v o l u n t a r i l y 

19 ready t o go, okay? 

2 0 MR. BROOKS: Okay. 

21 MR. CARR: E x h i b i t E i s a summary o f t h e 

22 g e o l o g i c a l p r e s e n t a t i o n . The summary j u s t e x p l a i n s t h e 

23 f o l l o w i n g a t t a chments. E x h i b i t F i s a n o r t h / s o u t h 

24 s t r a t i g r a p h i c c r o s s - s e c t i o n . I t s i m p l y shows t h e 

25 s u b j e c t , Bone S p r i n g Sand, which i s t h e p r i m a r y i n t e r v a l 
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1 o f i n t e r e s t . I t ' s c a l l e d i n t e r n a l l y by Marbob th e Harkey 

2 Zone. I don't know why, b u t t h a t ' s what t h e y c a l l i t . I 

3 don't know who Mr. Harkey i s . 

4 MR. BROOKS: Harkey? 

5 MR. CARR: Harkey, H-a-r-k-e-y. So when 

6 you re a d i t and t h e y t a l k about t h e Harkey Zone, I t h i n k 

7 t h a t ' s a b s o l u t e l y unique t o them and t o t h i s zone. 

8 Attachment G i s a s t r u c t u r e map. I t shows 

9 g e n e r a l l y a west t o east d i p b u t n o t h i n g i n terms o f any 

10 s i g n i f i c a n t s t r u c t u r a l f e a t u r e s . E x h i b i t H i s a p o r o s i t y 

11 Sand Map, and i t shows th e l o c a t i o n o f the i n i t i a l t e s t 

12 w e l l , which i s i n t h e n o r t h h a l f o f S e c t i o n 4. I t ' s a 

13 h o r i z o n t a l w e l l , and I t h i n k , a c t u a l l y , t h i s acreage 

14 p r o b a b l y would never have been developed w i t h o u t 

15 h o r i z o n t a l d r i l l i n g t e c h n o l o g y . The map i s based on a 12 

16 p e r c e n t p o r o s i t y c u t o f f , and i t shows m u l t i p l e s o r t o f 

17 submarine f a n s . I f y o u ' l l n o t e , t h e boundary o f t h e u n i t 

18. s o r t o f i s d e l i n e a t e d by a 1 0 - f o o t c o n t o u r t h a t k i n d o f 

19 goes around t h e lobes t h a t these fans c r e a t e . 

20 I t ' s hoped t h a t t h e i n i t i a l t e s t w e l l w i l l 

21 e ncounter between 20 and 30 f e e t o f pay. I t would, 

22 t h e r e f o r e , be economic, and i f i t i s , a d d i t i o n a l d r i l l i n g 

23 t h r o u g h o u t t h e u n i t area w i l l o c c ur. We b e l i e v e t h e u n i t 

24 p l a n and development o f the acreage under t h e u n i t p l a n 

25 w i l l p r e v e n t waste and w i l l p r o t e c t c o r r e l a t i v e r i g h t s . 
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1 There are t h r e e leases i n t h e u n i t area t h a t 

2 are scheduled t o e x p i r e August t h e 1 s t , which i s a c t u a l l y 

3 m i d n i g h t o f t h a t morning. And s i n c e u n i t agreements 

4 become e f f e c t i v e a t 7:00 a.m. on t h e 1 s t , u n l e s s we can 

5 get t h i s t h i n g p u t t o g e t h e r by J u l y t h e 1 s t , we're g o i n g 

6 t o have t h r e e leases go out w i t h a seven-hour gap i n t h e 

7 t i m e frame on August t h e 1 s t , so we are r e q u e s t i n g an 

8 e x p e d i t e d o r d e r . ' 

9 MR. BROOKS: W e l l , g i v e n t h e number of 

10 o r d e r s I w i l l have t o w r i t e as a r e s u l t o f t h i s h e a r i n g , 

11 t h a t s h o u l d n ' t p r e s e n t a problem. 

12 MR. CARR: W e l l , when I d r a f t e d t h e 

13 proposed o r d e r , which i s E x h i b i t 2, and I t r i e d t o f o l l o w 

14 as c l o s e l y as I can r e c e n t u n i t a p p r o v a l s , a t t h a t t i m e 

15 i t l o o k e d l i k e t h i s might be one h o r r i f i c d ocket. So 

16 what i s marked as our E x h i b i t 2 i s our proposed o r d e r . 

17 I t s h o u l d be here. 

18 MR. BROOKS: I don't have i t i n my --

19 MR. CARR: W e l l , i t may be s i t t i n g w i t h my 

20 n o t e s . 

21 MR. WARNELL: I have i t here. 

22 MR. BROOKS: You have i t ? 

23 MR. WARNELL: E x h i b i t 2. 

24 MR. CARR: T h i s i s i t . And I am a l s o 

25 sending i t t o you by e m a i l . 
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1 MR. BROOKS: That would be h e l p f u l . 

2 MR. CARR: But I can t e l l you t h a t t h e 

3 p r o p e r t y d e s c r i p t i o n s are c o r r e c t . I t h i n k i t ' s c o r r e c t . 

4 And we would r e q u e s t t h a t i t be e x p e d i t e d so' we can have 

5 t h e S t a t e Land O f f i c e a p p r o v a l by t h e 1 s t o f J u l y . 

6 MR. BROOKS: That i s not l i k e l y t o be a 

7 problem. 

8 MR. CARR: W i t h t h a t , t h a t concludes my 

9 = p r e s e n t a t i o n , and I would move t h e admis s i o n o f E x h i b i t s 

10 1 and 2. 

11 MR. BROOKS: E x h i b i t s 1 and 2 w i l l be 

12 a d m i t t e d . I f t h e r e ' s n o t h i n g f u r t h e r , Case Number 14328 

13 w i l l be t a k e n under advisement. 

14 ( E x h i b i t s 1 and 2 were a d m i t t e d . ) 

15 MR. CARR: Thank you, Mr. Examiner. And 

16 i f Ms. Munds-Dry s h o u l d check, I would a p p r e c i a t e i f you 

17 would t e l l her I was s u c c e s s f u l i n p u l l i n g t h i s o f f . 

18 * * * 

19 

20 

21 i im hsr-sD; cer-u fy thai the foregoing !s 

a corn pi si.2 record of tn<u proceedings in 
22 the Examiner hiring of Case No. 1 ¥32% 

heard by me OR £ - // - 0 j 
23 

<^JJZ<^>/ ^ l ^ ^ ^ ^ . Examine? <^JJZ<^>/ ^ l ^ ^ ^ ^ . Examine? 
24 Oil Conservation Division 

25 
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1 REPORTER'S CERTIFICATE 

2 

3 

- 4 I , JACQUELINE R. LUJAN, New Mexico CCR #91, DO 

5 HEREBY CERTIFY t h a t on June 11, 2009, pr o c e e d i n g s i n t h e 

6 above c a p t i o n e d case were t a k e n b e f o r e me and t h a t I d i d 

7 r e p o r t i n s t e n o g r a p h i c s h o r t h a n d t h e pro c e e d i n g s s e t 

8 f o r t h h e r e i n , and t h e f o r e g o i n g pages are a t r u e and 

9 c o r r e c t t r a n s c r i p t i o n t o t h e best o f my a b i l i t y . 

10 I FURTHER CERTIFY t h a t I am n e i t h e r employed by 

11 nor r e l a t e d t o nor c o n t r a c t e d w i t h any o f t h e p a r t i e s o r 

12 a t t o r n e y s i n t h i s case and t h a t I have no i n t e r e s t 

13 whatsoever i n t h e f i n a l d i s p o s i t i o n o f t h i s case i n any 

14 c o u r t . 

15 WITNESS MY HAND t h i s 1 6 t h day o f June, 2009. 

16 
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