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EXAMINER CATANACH: C a l l t h e h e a r i n g 

back t o o r d e r a t t h i s t i m e . C a l l Case 10468, t h e 

a p p l i c a t i o n o f U l t r a m a r O i l and Gas, L i m i t e d , f o r 

c o m p u l s o r y p o o l i n g , Lea County, New Me x i c o . 

Are t h e r e a p p e a r a n c e s i n t h i s case? 

MR. TURNER: Yes, Mr. H e a r i n g 

Examiner. My name i s J. Randy T u r n e r , a t t o r n e y 

w i t h t h e Kemp, S m i t h , Duncan & Hammond law f i r m 

o u t o f M i d l a n d , Texas h e r e r e p r e s e n t i n g U l t r a m a r 

O i l and Gas, L i m i t e d . 

T h i s case i s an a p p l i c a t i o n f o r 

c o m p u l s o r y p o o l i n g o f t h e e a s t h a l f o f S e c t i o n 

16, Township 21 S o u t h , Range 35 E a s t , f o r m i n g a 

s t a n d a r d 3 2 0 - a c r e gas s p a c i n g and p r o r a t i o n u n i t 

f o r any and a l l f o r m a t i o n spaced on 3 2 0 - a c r e 

spac i n g . 

T h i s u n i t i s t o be d e d i c a t e d t o t h e 

e x i s t i n g w e l l known as t h e P e t r o - Q u e s t Osudo 

S t a t e Com. W e l l No. 1, w h i c h was d r i l l e d i n 1989 

at a s t a n d a r d gas w e l l l o c a t i o n , 1980 f e e t f r o m 

t h e n o r t h and e a s t l i n e s . T h a t ' s U n i t G o f s a i d 

S e c t i o n 16. T h i s w e l l was d r i l l e d two y e a r s ago, 

n e a r l y t h r e e y e a r s ago now, and has been 

p r o d u c i n g e v e r s i n c e . The w e l l i s now a m a r g i n a l 

p r o d u c i n g w e l l . 
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I have no w i t n e s s e s f o r t h i s h e a r i n g . 

T h i s h e a r i n g was b r o u g h t — o r t h i s case was 

f i l e d a t t h e demand o f t h e s t a t e o f New Mexico t o 

g e t a c o m m u n i t i z a t i o n agreement c o v e r i n g t h e e a s t 

h a l f o f 16 i n p l a c e . 

A c o m m u n i t i z a t i o n agreement was 

p r e p a r e d a t t h e t i m e t h e w e l l was d r i l l e d and was 

c i r c u l a t e d and was e x e c u t e d by a l l o f t h e p a r t i e s 

r e q u i r e d t o e x e c u t e t h e c o m m u n i t i z a t i o n agreement 

e x c e p t M i l l e r Deck O i l Company. M i l l e r Deck O i l 

Company was m e r e l y t h e owner o f r e c o r d t i t l e o f 

t h e l e a s e i n t h e n o r t h e a s t q u a r t e r o f S e c t i o n 16, 

o w n i n g no o p e r a t i n g r i g h t s o r w o r k i n g i n t e r e s t i n 

any p o r t i o n o f S e c t i o n 16. They owned o n l y t h e 

b a r e l e g a l t i t l e as r e f l e c t e d by t h e r e c o r d s o f 

t h e s t a t e o f New M e x i c o . 

I have made, as t h e a t t o r n e y 

r e p r e s e n t i n g U l t r a m a r , I have made numerous 

a t t e m p t s t o g e t t h e e x e c u t i o n o f t h e 

c o m m u n i t i z a t i o n agreement by U l t r a m a r . They have 

n e v e r e x e c u t e d t h e agreement. They a r e v e r y s l o w 

a b o u t r e s p o n d i n g . We have made numerous phone 

c a l l s . I have s e n t numerous l e t t e r s t o them 

r e q u e s t i n g t h a t t h e y e x e c u t e t h e c o m m u n i t i z a t i o n 

a greement. 
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E x e c u t i o n o f t h e c o m m u n i t i z a t i o n 

agreement w o u l d n o t a f f e c t any i n t e r e s t o f M i l l e r 

Deck O i l Company. And t h i s c o m p u l s o r y p o o l i n g i s 

r e q u e s t e d m e r e l y f o r t h e p u r p o s e o f g e t t i n g t h e i r 

i n t e r e s t c o m m i t t e d t o t h e u n i t so t h a t t h e s t a t e 

o f New Mexico w i l l a l l o w U l t r a m a r t o c o n t i n u e t o 

o p e r a t e t h e w e l l . 

I have e x h i b i t s p r e p a r e d t h a t r e f l e c t 

t h e c o m m u n i t i z a t i o n agreement as e x e c u t e d by a l l 

o f t h e p a r t i e s . I a l s o have p r e p a r e d an e x h i b i t 

r e f l e c t i n g t h e o w n e r s h i p o f t h e l e a s e h o l d e s t a t e 

i n t h e e a s t h a l f o f S e c t i o n 16, w h i c h r e f l e c t s 

t h a t M i l l e r Deck i n f a c t o n l y owns r e c o r d t i t l e 

i n t e r e s t . 

I have a l s o i n c l u d e d c o p i e s o f t h e 

c o r r e s p o n d e n c e t o M i l l e r Deck O i l Company t r y i n g 

t o g e t them t o e x e c u t e t h e c o m m u n i t i z a t i o n 

a greement. At one p o i n t o u r d i s c u s s i o n s were 

p r o c e e d i n g so t h a t i t l o o k e d l i k e we were g o i n g 

t o g e t them t o e x e c u t e t h e agreement; however, 

t h e y demanded t h e n t h a t U l t r a m a r g i v e them t h a t 

i n d e m n i f i c a t i o n agreement t o p r o t e c t them f r o m 

any l o s s o r harm. 

U l t r a m a r conceded t h a t t h e y w o u l d g i v e 

such an i n d e m n i f i c a t i o n a greement. M i l l e r Deck 
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asked f o r f i n a n c i a l i n f o r m a t i o n r e g a r d i n g 

U l t r a m a r , w h i c h we h a p p i l y f u r n i s h e d t o them. We 

f u r n i s h e d them t h e f i n a n c i a l i n f o r m a t i o n and t h e 

i n d e m n i f i c a t i o n a g r e e m e n t , b u t we n e v e r h e a r d 

back f r o m t h e p e o p l e a t M i l l e r Deck. 

Most r e c e n t l y I s e n t by c e r t i f i e d m a i l , 

as r e q u i r e d by t h e c o m p u l s o r y p o o l i n g s t a t u t e , 

a d v i s i n g M i l l e r Deck o f t h e f i l i n g o f t h i s 

a p p l i c a t i o n and t h e h e a r i n g d a t e . And t o my 

knowledge t h e y have n o t e n t e r e d any a p p e a r a n c e , 

and I have h e a r d n o t h i n g f r o m them r e g a r d i n g 

t h e s e p r o c e e d i n g s . 

I w o u l d move t h e a d m i s s i o n o f t h e s e 

e x h i b i t s and ask t h a t you t a k e t h i s m a t t e r under 

a d v i s e m e n t . And we w o u l d r e s p e c t f u l l y r e q u e s t an 

o r d e r c o m p u l s o r y p o o l i n g t h e i n t e r e s t o f M i l l e r 

Deck O i l Company t o e f f e c t i v e l y commit them t o 

t h e c o m m u n i t i z a t i o n agreement t h a t I am 

s u b m i t t i n g a t t h i s t i m e . 

EXAMINER CATANACH: Are y o u r e x h i b i t s 

marked, Mr. T u r n e r ? 

MR. TURNER: Yes, t h e y a r e . 

EXAMINER CATANACH: Are t h e y numbered 

i n some f a s h i o n ? 

MR. TURNER: Yes, t h e y a r e . Yes. I t 

RODRIGUEZ-VESTAL REPORTING 
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l o o k s l i k e I g o t them o u t o f o r d e r s i f t i n g 

t h r o u g h them, b u t I ' l l p u t them back i n o r d e r . 

EXAMINER CATANACH: S i x e x h i b i t s ? 

MR. TURNER: A c t u a l l y t h e r e a r e e i g h t 

e x h i b i t s . There i s an E x h i b i t 1, 1-A, and 1-B. 

EXAMINER CATANACH: E x h i b i t s 1, 1-A, 

1-B, and 2 t h r o u g h 6 w i l l be a d m i t t e d as e x h i b i t s 

i n t h i s case. 

The i n t e r e s t o f M i l l e r Deck, i t ' s n o t a 

w o r k i n g i n t e r e s t ? 

MR. TURNER: That i s c o r r e c t . I t i s 

m e r e l y a r e c o r d t i t l e i n t e r e s t as r e f l e c t e d by 

t h e S t a t e Land O f f i c e r e c o r d s . M i l l e r Deck 

a s s i g n e d i t s o p e r a t i n g r i g h t s o u t many y e a r s ago, 

so t h e y own no economic i n t e r e s t i n any p a r t o f 

t h e e a s t h a l f o f S e c t i o n 16. 

EXAMINER CATANACH: Who d i d t h e y a s s i g n 

t h o s e o u t t o ? 

MR. TURNER: A company c a l l e d W a r r i o r , 

I n c . And W a r r i o r , I n c . f a r m e d o u t i t s i n t e r e s t 

t o P e t r o - Q u e s t E x p l o r a t i o n , who s u b s e q u e n t l y 

a s s i g n e d t o U l t r a m a r and Santa Fe Energy 

O p e r a t i n g P a r t n e r s . A l l o f t h e o t h e r p a r t i e s who 

own any economic i n t e r e s t have e x e c u t e d t h e 

c o m m u n i t i z a t i o n a greement. 
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EXAMINER CATANACH: So t h e Deck 

i n t e r e s t w o u l d be a n o n - c o s t — 

MR. TURNER: E x a c t l y . 

EXAMINER CATANACH: -- b e a r i n g 

i n t e r e s t e d and a non-revenue? 

MR. TURNER: And a no n - r e v e n u e i n t e r e s t 

as w e l l . The s t a t u t e and t h e r e g u l a t i o n s o f t h e 

S t a t e Land O f f i c e r e q u i r e t h a t a c o m m u n i t i z a t i o n 

agreement f o r s t a t e l a n d s be e x e c u t e d by t h e 

r e c o r d t i t l e o wners, as r e f l e c t e d by t h e 

d i r e c t o r s o f t h e S t a t e Land O f f i c e . 

I n a r a r e i n s t a n c e l i k e t h i s when t h e 

o p e r a t i n g r i g h t s have been s e p a r a t e d f r o m t h e 

r e c o r d t i t l e i n t e r e s t , t h e owner o f t h e r e c o r d 

t i t l e i n t e r e s t r e a l l y has no i n t e r e s t i n t h e w e l l 

t h a t ' s b e i n g d r i l l e d and has r e a l l y no i n t e r e s t 

i n e x e c u t i n g t h e c o m m u n i t i z a t i o n agreement 

because i t does n o t a f f e c t him i n any way. 

And i n t h i s case M i l l e r Deck has s i m p l y 

t a k e n t h e p o s i t i o n t h a t s i n c e t h e y have no 

i n t e r e s t i n i t , t h e y w i l l do n o t h i n g . 

EXAMINER CATANACH: There r e a l l y i s no 

p o i n t i n a s s i g n i n g any r i s k p e n a l t y o r o v e r h e a d 

c h a r g e s ? 

MR. TURNER: Not a t a l l . And we have 
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asked f o r none. The o n l y e f f e c t o f t h e o r d e r 

t h a t we asked f o r w o u l d be t o commit t h e 

o p e r a t i n g r i g h t s t o t h e c o m m u n i t i z a t i o n 

a g r e e m e n t . B a s i c a l l y i t i s an a d m i n i s t r a t i v e 

p r o c e d u r e . 

as we're c o n c e r n e d , a r e c o m m i t t e d , b u t as f a r as 

t h e S t a t e Land O f f i c e i s c o n c e r n e d , t h e y a r e n o t 

c omm i 11 ed. 

EXAMINER CATANACH: A n y t h i n g f u r t h e r , 

Mr. T u r n e r ? 

MR. TURNER: T h a t ' s a l l I have. 

EXAMINER CATANACH: There b e i n g n o t h i n g 

f u r t h e r , Case 10468 w i l l be t a k e n under 

a d v i s e m e n t . 

The o p e r a t i n g r i g h t s t h e m s e l v e s , as f a r 

MR. TURNER: Thank you. 

[And t h e p r o c e e d i n g s were c o n c l u d e d . ] 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 

) ss . 

COUNTY OF SANTA FE ) 

I , Debbie V e s t a l , C e r t i f i e d S h o r t h a n d 

R e p o r t e r and N o t a r y P u b l i c , HEREBY CERTIFY t h a t 

t h e f o r e g o i n g t r a n s c r i p t o f p r o c e e d i n g s b e f o r e 

t h e O i l C o n s e r v a t i o n D i v i s i o n was r e p o r t e d by me; 

t h a t I caused my n o t e s t o be t r a n s c r i b e d under my 

p e r s o n a l s u p e r v i s i o n ; and t h a t t h e f o r e g o i n g i s a 

t r u e and a c c u r a t e r e c o r d o f t h e p r o c e e d i n g s . 

I FURTHER CERTIFY t h a t I am n o t a 

r e l a t i v e o r employee o f any o f t h e p a r t i e s o r 

a t t o r n e y s i n v o l v e d i n t h i s m a t t e r and t h a t I have 

no p e r s o n a l i n t e r e s t 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 m a t t e r . 
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