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1 EXAMINER JONES: Let's c a l l Case 14861, 

2 a p p l i c a t i o n of COG Operating, LLC, f o r a non-standard 

3 spacing and p r o r a t i o n u n i t and compulsory p o o l i n g i n Eddy 

4 County, New Mexico. 

5 C a l l f o r appearances. 

6 MR. RANKIN: Thank you, Mr. Examiner. 

7 Adam Rankin of Holland & Hart on behalf of COG Operating. 

8 I've got two witnesses today. 

9 EXAMINER JONES: Any other appearances? 

10 W i l l the witnesses please s t a t e your names? 

11 MR. CLARK: Greg Clark. 

12 MR. JOHNSON: Sean Johnson. 

13 (Two witnesses were sworn.) 

14 MR. RANKIN: Thank you. I c a l l my f i r s t 

15 witness, Sean Johnson. 

16 MR. HALL: Excuse me, Mr. Examiner. I f I 

17 may, I wish t o enter an appearance i n t h i s case f o r 

18 Nearburg Producing Company. 

19 EXAMINER JONES: Does Nearburg have any 

20 witnesses or j u s t an appearance? 

21 MR. HALL: No, j u s t an appearance. 

22 

23 

24 

25 
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1 SEAN JOHNSON 

2 Having been f i r s t d u l y sworn, t e s t i f i e d as f o l l o w s : 

3 DIRECT EXAMINATION 

4 BY MR. RANKIN: 

5 Q. Mr. Johnson, can you please s t a t e your name 

6 and by whom you're employed and where you l i v e ? 

7 A. Sean Johnson, landman f o r Concho Resources. I 

8 l i v e i n Midland, Texas. 

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

10 D i v i s i o n and had your c r e d e n t i a l s as a petroleum landman 

11 been accepted by the Di v i s i o n ? 

12 A. Yes. 

13 Q. Now, are you f a m i l i a r w i t h a p p l i c a t i o n f i l e d 

14 i n t h i s case? 

15 A. I am. 

16 Q. Are you f a m i l i a r w i t h the status of the lands? 

17 A. I am. 

18 MR. RANKIN: Mr. Examiner, I' d l i k e t o 

19 tender Mr. Johnson as an expert i n petroleum land 

2 0 matters. 

21 EXAMINER JONES: He's so q u a l i f i e d . 

22 Q. (By Mr. Rankin) Turning t o E x h i b i t 1, can you 

23 please review f o r the Examiners what t h i s depicts? 

24 A. E x h i b i t 1 i s a land p l a t d e p i c t i n g Concho's 

25 proposed non-standard spacing u n i t f o r the Stonewall 9 
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1 Fee 4H, l o c a t e d i n the east h a l f / e a s t h a l f of Section 9, 

2 Township 19 South, Range 2 6 East, i n Eddy County, New 

3 Mexico. 

4 The yellow i n Section 9 i n d i c a t e s fee acreage 

5 w i t h i n the proposed non-standard spacing u n i t . 

6 Q. You're seeking t o pool the 160 acres w i t h i n 

7 t h a t spacing area, a l l i n t e r e s t s w i t h i n the Yeso 

8 formation; i s t h a t correct? 

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

10 Q. Has the bottomhole l o c a t i o n f o r t h i s w e l l --

11 t h a t ' s changed since the a p p l i c a t i o n was f i l e d w i t h the 

12 D i v i s i o n ? The bottomhole l o c a t i o n has s h i f t e d j u s t 

13 s l i g h t l y ; i s t h a t correct? 

14 A. That has. We're i n the process of f i l i n g a 

15 sundry f o r the bottomhole l o c a t i o n t o make sure the 

16 e n t i r e completed i n t e r v a l f a l l s w i t h i n the 330-foot 

17 setback. 

18 Q. And your g e o l o g i s t w i l l discuss t h a t issue 

19 more d i r e c t l y ; i s t h a t correct? 

2 0 A. That's c o r r e c t . 

21 Q. Now, i s there a pool t h a t ' s involved i n t h i s 

22 f i e l d ? 

23 A. Yes. This p o o l - f a l l s w i t h i n the 
24 Atoka-Glor ie ta -Yeso p o o l . 

25 Q. Turn ing back t o E x h i b i t Number 1, on the 
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1 second page of t h a t e x h i b i t , there's an a d d i t i o n a l 

2 demonstration t h e r e ; i s t h a t correct? 

3 A. Yes. And t h a t i s a land p l a t d e p i c t i n g the 

4 east h a l f / e a s t h a l f of our proposed non-standard spacing 

5 u n i t . And the page a f t e r t h a t i s a breakdown on a 

6 t r a c t - l e v e l basis showing the i n t e r e s t owners i n the 

7 t r a c t and the percentage of which they own. 

8 At the bottom of t h a t i s a recap of the e n t i r e 

9 u n i t of the proposed w e l l and what i n t e r e s t s each owners 

10 are c o n t r i b u t i n g t o the w e l l . 

11 Q. And there's three i n t e r e s t s t h a t you have yet 

12 t o be committed t o the u n i t ; i s t h a t correct? 

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

14 Q. Going back t o what we were j u s t saying before 

15 I j u s t i n t e r r u p t e d you, you're saying there's a pool 

16 i n v o l v e d i n t h i s u n i t ; i s t h a t correct? 

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

18 Q. That's the Atoka? 

19 A. Atoka-Glorieta-Yeso. 

2 0 Q. Thank you. Turning t o E x h i b i t Number 2, i s 

21 t h i s a sample of the w e l l proposal t h a t was sent t o a l l 

22 i n t e r e s t owners; i s t h a t correct? 

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

24 Q. And included w i t h t h i s sample w e l l l e t t e r was 

25 an AFE; i s t h a t correct? 
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2 Q. Are these costs depicted i n the AFE consistent 

3 w i t h what COG has i n c u r r e d f o r d r i l l i n g s i m i l a r 

4 h o r i z o n t a l w e l l s i n the area? 

5 A. Yes, they are. 

6 Q. Has COG made an estimate of overhead and 

7 a d m i n i s t r a t i v e costs while d r i l l i n g and also while 

8 producing t h i s well? 

9 A. Yes. 

10 Q. And what are those costs? 

11 A. $5,500 a month wh i l e d r i l l i n g and $550 

12 producing. 

13 Q. And these costs are consistent w i t h what COG 

14 and other operators i n the area charge? 

15 A. That i s c o r r e c t . 

16 Q. Does COG request t h a t these f i g u r e s be 

17 incorporated i n t o an order? 

18 A. Yes, we do. 

19 Q. Does COG also request t h a t overhead and 

20 a d m i n i s t r a t i v e costs also be adjusted i n accordance w i t h 

21 COPAS accounting procedures? 

22 A. Yes, we do. 

23 Q. Does COG also request t h a t , i n accordance w i t h 

24 the D i v i s i o n r u l e s , the maximum charge f o r r i s k of 200 

25 percent be assessed against uncommitted i n t e r e s t s ? 
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1 A. Yes. 

2 Q. Mr. Johnson, i n your o p i n i o n , have you 

3 undertaken a g o o d - f a i t h e f f o r t t o negotiate i n good f a i t h 

4 w i t h a l l uncommitted i n t e r e s t s ? 

5 A. Yes, we have. 

6 Q. Turning t o the non-standard u n i t , has COG 

7 brought i n a g e o l o g i s t t o provide t e c h n i c a l testimony i n 

8 support of the formation of t h i s non-standard u n i t ? 

9 A. Yes, we have. 

10 Q. Did COG i d e n t i f y the lease mineral i n t e r e s t s 

11 i n the 4 0-acre t r a c t surrounding the proposed 

12 non-standard u n i t ? 

13 A. Yes. 

14 Q. Did you also n o t i c e those i n t e r e s t s ? 

15 A. Yes. 

16 Q. Turning t o E x h i b i t 3, i s t h i s a copy of an 

17 a f f i d a v i t prepared by myself, your at t o r n e y , i n d i c a t i n g 

18 t h a t n o t i c e was provided i n accordance w i t h D i v i s i o n 

19 rules? 

20 A. Yes. 

21 Q. On the second page, y o u ' l l see t h a t t h i s i s 

22 a l l the i n t e r e s t owners, i n c l u d i n g the surrounding 40s, 

23 t h a t were not iced? 

24 A. Yes, t h a t ' s c o r r e c t . 

25 ' Q. And f o l l o w i n g t h a t page i s a l e t t e r t h a t was 
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sent; i s t h a t c o r r e c t , also? 

2 A. Yes. 

3 Q. And a l l the green cards i n d i c a t i n g t h a t a l l 

4 n o t i c e was received? 

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

6 MR. RANKIN: Thank you, Mr. Johnson. 

7 Mr. Examiner, I would move t o admit 

8 E x h i b i t s Number 1 through 3. 

9 EXAMINER JONES: Are these the e x h i b i t s or 

10 the numbers of the f i r s t e x h i b i t ? 

11 MR. RANKIN: Each tab i s one e x h i b i t , so 

12 there should be three e x h i b i t s . 

13 EXAMINER JONES: E x h i b i t s 1 through 3 w i l l 

14 be admitted. 

15 ( E x h i b i t s 1 through 3 were admitted.) 

16 MR. RANKIN: Thank you. I have nothing 

17 f u r t h e r f o r t h i s witness. 

18 EXAMINATION 

19 BY EXAMINER JONES: 

20 Q. Any non-locatable p a r t i e s ? 

21 A. There was no non-locatable p a r t i e s . 

22 EXAMINER BROOKS: I assume you don't want 

23 t o examine the witness, Mr. Hall? 

24 MR. HALL: I don't. Thank you. 

25 
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1 EXAMINATION 

2 BY EXAMINER BROOKS: 

3 Q. Okay. This i s -- the east h a l f / e a s t h a l f i s 

4 the proposed non-standard u n i t ? 

5 A. That's c o r r e c t , s i r . 

6 Q. And the e n t i r e s e c t i o n i s colored yellow on 

7 E x h i b i t 1 j u s t because Concho has leases i n the e n t i r e 

8 section? 

9 A. That's c o r r e c t . Yes, s i r . 

10 Q. Are a l l these p a r t i e s lease owners, or are 

11 some of them unleased mineral i n t e r e s t s ? 

12 A. The ones t h a t are i n d i c a t e d t h a t we are 

13 a c t u a l l y seeking under our a p p l i c a t i o n f o r force p o o l i n g , 

14 they're a c t u a l l y unleased owners. 

15 ' Q. That's a l l i d e n t i f i e d on the t h i r d page? 

16 A. That's c o r r e c t , i n d i c a t e d i n yellow. 

17 EXAMINER BROOKS: The t h i r d page of 

18 E x h i b i t 1, or i s i t the f o u r t h page? 

19 MR. RANKIN: The t h i r d page of E x h i b i t 1. 

20 

21 EXAMINER BROOKS: Okay. No f u r t h e r 

22 questions. 

23 MR. RANKIN: No f u r t h e r questions from 

24 myself. 

25 I ' d l i k e t o c a l l my second wi tness , Mr. Greg 
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2 (Examiner Brooks e x i t e d the hearing.) 

3 (A discussion was held o f f the record.) 

4 EXAMINER JONES: We're back on the record. 

5 MR. RANKIN: My next witness i s Mr. Clark. 

6 GREG CLARK 

7 Having been f i r s t d u l y sworn, t e s t i f i e d as f o l l o w s : 

8 DIRECT EXAMINATION 

9 BY MR. RANKIN: 

10 Q. Mr. Clark, by whom are you employed and where 

11 do you reside? 

12 A. Employed by Concho, reside i n Midland, Texas. 

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

14 D i v i s i o n as an expert i n petroleum geology? 

15 A. I have. 

16 Q. And you've had those c r e d e n t i a l s accepted as a 

17 matter of record by the D i v i s i o n ? 

18 A. Yes. 

19 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 s t h a t 

20 are f i l e d i n t h i s case? 

21 A. Yes. 

22 Q. Have you conducted a study of the lands 

23 subject t o t h i s a p p l i c a t i o n ? 

24 A. I have. 

25 MR. RANKIN: Thank you, Mr. Clark. 

, ..̂  ~ ... , 
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1 Mr. Examiner, I ' d l i k e t o tender 

2 Mr. Clark as an expert i n petroleum geology. 

3 EXAMINER JONES: Any objection? 

4 MR. HALL: No o b j e c t i o n . 

5 EXAMINER JONES: Mr. Clark i s so 

6 q u a l i f i e d . 

7 Q. (By Mr. Rankin) Mr. Clark, can you t u r n t o 

8 E x h i b i t Number 4, please, and review f o r the Examiner 

9 what t h i s s t r u c t u r e map depicts? 

10 A. This i s a r e g i o n a l s t r u c t u r e map. What i t 

11 d e p i c t s are various f i e l d s i n the area t h a t we f e e l are 

12 c o r r e l a t i v e t o the p r o j e c t area and where we want t o 

13 d r i l l a h o r i z o n t a l w e l l . 

14 The w e l l s t h a t are colored i n red are Paddock 

15 producers, and the ones i n blue are B l i n e b r y producers. 

16 I f they have both red and blue, t h a t means they've been 

17 completed i n both the B l i n e b r y and the Paddock. 

18 The s t r u c t u r e shows t h a t there's no major 

19 f a u l t i n g or major geologic s t r u c t u r e s t h a t would keep us 

20 separated from any of the producing f i e l d s t h a t we're 

21 using t o be analogous i n the area. And i t shows a 

22 northeast t o southwest d i p , and the yellow i s the Concho 

23 acreage. 

24 Q. Turn ing t o E x h i b i t Number 5, t h i s i s a 

25 c r o s s - s e c t i o n , i s t h a t c o r r e c t , a c ro s s - s ec t i on map 
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1 d e p i c t i n g A t o A prime? 

2 A. That i s c o r r e c t . What w e ' l l be seeing a f t e r 

3 t h i s e x h i b i t i s a cros s - s e c t i o n t h a t goes from A t o A 

4 prime from the south i n the Cemetery area up t o the n o r t h 

5 t o the Dayton area and showing the c o r r e l a t i v e r i g h t s 

6 between the f i e l d s and the p r o j e c t area i n which we want 

7 t o d r i l l the w e l l . 

8 Q. F l i p p i n g over t o E x h i b i t Number 7, t o those 

9 cross-sections, can you review f o r the Examiner what you 

10 see? 

11 A. This cross-section i s a s t r a t i g r a p h i c 

12 cross-section, which means i t ' s been f l a t t e n e d on top of 

13 the Paddock, t a k i n g s t r u c t u r e out, i n order t o show the 

14 s t r a t i g r a p h i c r e l a t i o n s h i p between the f i e l d s through the 

15 area i n which we are proposing t o d r i l l the w e l l . 

16 The red t r i a n g l e s on the r i g h t are we l l s t h a t 

17 have been completed i n the Paddock. The w e l l t o the 

18 l e f t , which i s A South, and then the t h i r d w e l l from 

19 there, as y o u ' l l see, have not been completed i n the 

2 0 Paddock. They are c u r r e n t l y producing Morrow gas w e l l s 

21 and have not been re-completed yet i n the Paddock. 

22 I f you look at the bracket and the arrow, t h i s 

23 i s the i n t e r v a l i n which we plan t o go h o r i z o n t a l w i t h 

24 our w e l l . 

25 Q. Mr. C la rk , based on your ana lys i s and review 

PAUL BACA PROFESSIONAL COURT REPORTERS 
5b418c0d-0fb5-4cba-8c9e-f0f71 e355ad7 



Page 14 1 

1 of the geology i n t h i s area and the re p r e s e n t a t i v e w e l l s , . j 

2 what are your conclusions based on your analysis? 

3 A. I've concluded t h a t there's no major geologic j 

4 impediments t h a t would keep us from d r i l l i n g t h i s w e l l i n 
5 a f u l l s e c t i o n l a t e r a l . I f e e l l i k e i t could be 

6 e f f i c i e n t l y and economically produced by d r i l l i n g a 

7 h o r i z o n t a l w e l l . 

8 Q. Each of the sections, w i l l they c o n t r i b u t e 

9 roughly equally? 

10 A. I do f e e l t h a t each of the sections w i l l 

11 c o n t r i b u t e e q u a l l y t o the o v e r a l l production of the w e l l . 

12 EXAMINER JONES: Each of the 40-acre 

13 t r a c t s ? 

14 THE WITNESS: Yes. 

15 MR. RANKIN: To be more precise, yes, 

16 Mr. Examiner. 

17 Q. (By Mr. Rankin) Now, t u r n i n g t o E x h i b i t 

18 Number 7, we've made reference t o t h i s e a r l i e r i n 

19 Mr. Johnson's testimony, but the bottomhole l o c a t i o n of 

2 0 t h i s w e l l was s h i f t e d t o accommodate the standard setback 

21 requirements of the D i v i s i o n ; i s t h a t correct? 

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

23 Q. Now, t h i s i s a wellbore schematic t h a t shows 

24 t h a t the e n t i r e completed i n t e r v a l of t h i s wellbore w i l l 

25 be w i t h i n the standard 330-foot setbacks? 
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1 A. Yes. I t shows i t w i l l be w i t h i n the setbacks 

2 from the n o r t h and the south of the s e c t i o n l i n e . 

3 Q. And f l i p p i n g over t o the next e x h i b i t , 

4 Mr. Clark, t h a t ' s s o r t of an overview map showing t h a t 

5 your surface l o c a t i o n hasn't changed, but you're j u s t 

6 going t o d i r e c t i o n a l l y d r i l l t o get t o a standard 

7 l o c a t i o n ; i s t h a t c o r r e c t ? 

8 A. That's c o r r e c t . This i s a map view showing 

9 the h o r i z o n t a l completed i n t e r v a l w i l l be w i t h i n 330 f e e t 

10 from the lease l i n e setback. 

11 Q. Thank you. Now, i n your o p i n i o n and based on 

12 your study and an a l y s i s of the geology of the area and 

13 the proposed u n i t , do you b e l i e v e t h a t the g r a n t i n g of 

14 COG's a p p l i c a t i o n w i l l be i n the best i n t e r e s t of 

15 conservation and the prevention of waste and p r o t e c t i o n 

16 of c o r r e l a t i v e r i g h t s ? 

17 A. I do. 

18 Q. Were E x h i b i t Numbers 4 through 8 prepared by 

19 you or under your supervision? 

20 A. They were. 

21 MR. RANKIN: Mr. Examiner, I ' d move t o 

22 admit i n t o the record E x h i b i t s 4 through 8. 

23 EXAMINER JONES: E x h i b i t s 4 through 8 w i l l 

24 be admitted. 

25 ( E x h i b i t s 4 through 8 were admitted.) 
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1 MR. RANKIN: Mr. Examiner, I have no 

2 f u r t h e r questions of the witness. 

3 EXAMINER JONES: Mr. Hall? 

4 MR. HALL: I have no questions. 

5 EXAMINATION 

6 BY EXAMINER JONES: 

7 Q. Mr. Clark, why d i d you choose t o stay close t o 

8 the west l i n e , i n s tead of, f o r instance, i n the middle or 

9 the east l i n e of the --

10 A. For the surface hole l o c a t i o n ? 

11 Q. A c t u a l l y , f o r the path of the w e l l . I t looks 

12 l i k e i t ' s p r e t t y close t o the 330 from the east l i n e --

13 from the west l i n e . Am I reading t h a t c o r r e c t l y on the 

14 e x h i b i t ? 

15 A. That i s c o r r e c t . The surface l o c a t i o n i s 

16 a c t u a l l y , I t h i n k , 1,040 from the east l i n e , which puts 

17 i t 280 f e e t from the east lease l i n e -- or west lease 

18 l i n e , r a t h e r . And I bel i e v e t h a t there could have been 

19 some surface issues t h a t d i c t a t e d us p u t t i n g i t there. 

20 But when we i n i t i a l l y staked i t , we also 

21 staked i t where the bottomhole l o c a t i o n was the same, you 

22 know, f o r i t t o be s t r a i g h t , and then r e a l i z e d t h a t t h a t 

23 would put us outside of the 330 setbacks. So we changed 

24 the bottomhole l o c a t i o n t o make sure t h a t w e ' l l 
25 d i r e c t i o n a l l y d r i l l - - b y the time we h i t the l a t e r a l , 
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1 w e ' l l be 330 from the setback. 

2 Q. I was going t o ask t h a t question. But 

3 b a s i c a l l y , w i t h i n the 40-acres, you chose t o stay close 

4 t o the west side; i s t h a t c o r r e c t ? 

5 A. That i s c o r r e c t . 

6 Q. How come? 

7 A. I n case we ever want t o do any i n f i e l d 

8 d r i l l i n g out there, w e ' l l have appropriate spacing i n 

9 between wellbores. 

10 Q. So some day you might d r i l l at l e a s t one more, 

11 maybe? 

12 A. Yes, s i r . 

13 Q. And as f a r as your v e r t i c a l -- t h i s i s a l l 

14 your c a l l but maybe j u s t f o r my i n f o r m a t i o n -- as f a r as 

15 p l a c i n g i t v e r t i c a l l y a t the exact spot on E x h i b i t 6 --

16 A. Yes, s i r . 

17 Q. - - i t looks l i k e there's a cleaner i n t e r v a l 

18 r i g h t above there. Do you expect t o f r a c k up i n t o t h a t , 

19 or --

20 A. The i n t e r v a l i n which we're going t o land, i f 

21 you look - - a good r e p r e s e n t a t i o n i s -- l e t ' s look at the 

22 second w e l l from the l e f t where we have t h a t bracketed 

23 i n t e r v a l . I f you go r i g h t below t h a t bracketed i n t e r v a l , 

24 there's a s i l t y zone there. 

25 We f e e l t h a t i t could be a b a r r i e r e a r l y on i n 
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1 t r y i n g t o analyze t h i s f i e l d i f we were t o go below t h a t . 

2 So t h a t ' s why we f e e l l i k e we want t o stay above t h a t . 

3 We see good mud l o g shows, good l o g response, i n terms of 

4 hydrocarbon i n d i c a t o r s i n t h i s area. We've also known i t 

5 t o be produced i n the area, and the other l a t e r a l s i n the 

6 Cemetery area have been landed i n s i m i l a r spots. 

7 Q. But not going r i g h t above there, what do you 

8 t h i n k about --

9 A. We f e e l l i k e we have enough f r a c k height t o 

10 get us up the r e , yes, s i r . 1 

11 Q. This i s asking t o pool the Glorieta-Yeso, 

12 which i n t h i s case would include a l l the members of the 

13 Yeso. But your main t a r g e t i s the Paddock, at l e a s t f o r 

14 t h i s well? 

15 A. That's c o r r e c t . - j 

16 EXAMINER JONES: I'm running out of j 

17 questions here. I appreciate you coming. 

18 THE WITNESS: Thank you. 

19 MR. RANKIN: I have no f u r t h e r questions. I 

2 0 EXAMINER JONES: Mr. Hall? 

21 MR. HALL: Nothing. ] 

22 EXAMINER JONES: With t h a t , w e ' l l take 

23 Case 14861 under advisement. And t h i s hearing i s 

24 adjourned. i m *ier®oy certify *hai the foregoing t* 
% «mols;e record of ihe proceedtsg* i« I 

25 * * fe Examiner h i r ing cf Cass No. 1 
ft^aM by m'e o'e _ . 1 
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