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1 (10:16 a.m.) 

2 EXAMINER GOETZE: At t h i s p o i n t . 

3 Mr. Ezeanyim i s going t o go o f f and do other t h i n g s . 

4 (Examiner Ezeanyim e x i t s the room.) 

5 EXAMINER GOETZE: I ' l l take the next case 

6 on the docket, which i s Case 15027, a p p l i c a t i o n of COG 

7 Operating, LLC f o r designation of a nonstandard spacing 

8 u n i t and compulsory p o o l i n g , Lea County, New Mexico. 

9 C a l l f o r appearances. 

10 MR. MCMILLAN: Seth McMillan, w i t h 

11 Montgomery & Andrews here i n Santa Fe, representing COG 

12 Operating. 

13 As a p r e l i m i n a r y matter, Mr. Examiner, I 'd 

14 l i k e t o ask t h a t Case 15027 be consolidated w i t h Case 

15 15028 on the grounds t h a t we have the same witnesses, 

16 same evidence, s i m i l a r e x h i b i t s , roughly s i m i l a r 

17 ownership. 

18 EXAMINER GOETZE: At the request of the 

19 A p p l i c a n t , Case 15027 and Case 15028 w i l l be 

20 consolidated. 

21 And f o r the record, Case 1502 8 i s the 

22 a p p l i c a t i o n of COG Operating, LLC f o r designation of a 

23 nonstandard spacing u n i t and compulsory p o o l i n g , Lea 

24 County, New Mexico. 

25 Proceed. 
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1 MR. McMILLAN: I would j u s t propose t o take 

2 a s i m i l a r tack t o t h a t taken by Mr. H a l l e a r l i e r t h i s 

3 morning i n h i s consolidated cases, where we have two 

4 sets of e x h i b i t s , one f o r each case, and w e ' l l k i n d of 

5 be hopping back and f o r t h where necessary t o f l e s h out 

6 d e s c r i p t i o n s between them. 

7 EXAMINER GOETZE: Very good. 

8 At t h i s p o i n t , I ' d also l i k e t o b r i n g up 

9 t h a t Occidental has signed an AFE w i t h you? 

10 MR. McMILLAN: They have, and I ' d ask t h a t 

11 they be dismissed. 

12 EXAMINER GOETZE: For both cases? 

13 MR. McMILLAN: For both cases. 

14 EXAMINER GOETZE: Okay. And your 

15 witnesses? 

16 MR. McMILLAN: Yes. I have two witnesses 

17 today, both p r e v i o u s l y sworn. I don't know i f those 

18 oaths can be refreshed. 

19 EXAMINER GOETZE: Go ahead and s t a t e your 

2 0 names, and you are under oath. 

21 MR. JOHNSON: Sean Johnson. 

22 MS. SNIDOW: K e l l i Snidow. 

23 MR. McMILLAN: At t h i s time, I would c a l l 

24 Sean Johnson. 

25 
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SEAN JOHNSON, 

2 a f t e r having been p r e v i o u s l y sworn under oath, was 

3 questioned and t e s t i f i e d as f o l l o w s : 

4 DIRECT EXAMINATION 

5 BY MR. McMILLAN: 

6 Q. Mr. Johnson, i f you'd please s t a t e your f u l l 

7 name and place of residence. 

8 A. Sean Johnson, Midland, Texas. 

9 Q. And by whom are you employed and i n what 

10 capacity? 

11 A. I'm employed by COG Operating, LLC as a 

12 landman. 

13 Q. Are you authorized t o t e s t i f y today on COG's 

14 behalf? 

15 A. Yes, I am. 

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

17 D i v i s i o n or one of i t s Examiners and had your 

18 c r e d e n t i a l s accepted and made a matter of record? 

19 A. I have. 

20 Q. And 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 

21 f i l e d i n Cases 15027 and 15028? 

22 A. Yes, I am. 

23 Q. /And are you f a m i l i a r w i t h the subject areas and 

24 the proposed wells? 

25 A. Yes, I am. 
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1 MR. McMILLAN: Mr. Examiner, we r e - o f f e r 

2 Mr. Johnson as a q u a l i f i e d expert and a petroleum 

3 landman. 

4 EXAMINER GOETZE: So q u a l i f i e d . 

5 Q. (BY MR. McMILLAN) Mr. Johnson, would you 

6 b r i e f l y s t a t e what COG seeks by i t s a p p l i c a t i o n i n Case 

7 15027? 

8 MR. McMILLAN: And j u s t t o be c l e a r f o r the 

9 record, Mr. Examiner, I ' l l t r y t o be consistent i n 

10 r e f e r r i n g -- would you p r e f e r t h a t I r e f e r t o case 

11 numbers as we hop back and f o r t h ? 

12 EXAMINER GOETZE: I t h i n k t h a t would keep 

13 t r a c k of i t good, so, yes. 

14 MR. McMILLAN: Okay. I ' l l r e f e r t o them by 

15 case numbers, but i f I -- j u s t f o r c l a r i t y , Case 15027 

16 involves our Sneed 9 Federal Com #1H w e l l . 15028 i s the 

17 3H w e l l . 

18 Q. (BY MR. McMILLAN) Mr. Johnson, b r i e f l y s t a t e 

19 what COG seeks by i t s a p p l i c a t i o n i n Case 15027. 

20 A. Under a p p l i c a t i o n 15027, COG seeks two t h i n g s . 

21 One being an approved nonstandard spacing u n i t order f o r 

22 the Sneed 9 Federal Com 1H w e l l l o c a t e d i n Township 17 

23 South, Range 32 East, Section 9, being the n o r t h 

24 h a l f - n o r t h h a l f of the s e c t i o n i n Lea County, New 

25 Mexico, and also an approved forced p o o l i n g order f o r 
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1 the mineral i n t e r e s t owners l o c a t e d w i t h i n t h a t proposed 

2 nonstandard spacing u n i t a p p l i c a t i o n f o r the Yeso 

3 Formation, which i s l o c a t e d i n the Maljamar-Yeso pool. 

4 Q. What i s the primary o b j e c t i v e f o r the proposed 

5 w e l l i n Case 15027? 

6 A. For the p o o l i n g of the mineral i n t e r e s t owners 

7 lo c a t e d w i t h i n the Yeso Formation. 

8 Q. So the t a r g e t formation i s the Yeso Formation? 

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

10 Q. And the t a r g e t i n t e r v a l i s the Lower Blinebry? 

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

12 Q. And i s COG seeking t o pool the e n t i r e v e r t i c a l 

13 i n the West Maljamar-Yeso pool? 

14 A. We are. 

15 MR. McMILLAN: And f o r the record, t h a t 

16 pool number i s 44500, created under Order R-13382 E. 

17 Q. (BY MR. McMILLAN) Would you b r i e f l y s t a t e what 

18 COG seeks by i t s a p p l i c a t i o n i n Case 15028? 

19 A. I n Case 15028, COG seeks the approval of two 

2 0 t h i n g s . One being an approved order f o r the Sneed 9 

21 Federal Com #3H, an approved order f o r the nonstandard 

22 spacing u n i t f o r t h a t proposed w e l l , which i s located i n 

23 Township 17 South, Range 32 East, Section 9, being the 

24 south h a l f of the n o r t h h a l f of t h a t s e c t i o n , i n Lea 

25 County, and then also seeking approval of a forced 
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1 p o o l i n g order f o r the mineral i n t e r e s t owners located 

2 w i t h i n the Yeso Formation i n the Maijamar West pool and 

3 t h a t proposed spacing u n i t . 

4 Q. What i s the primary o b j e c t i v e f o r the proposed 

5 w e l l i n Case 15028? 

6 A. Yeso Formation. 

7 Q. And the t a r g e t i n t e r v a l ? 

8 A. I s the Lower B l i n e b r y . 

9 Q. And i s COG seeking t o pool the - - o f the West 

10 Yeso pool? 

11 A. Yes, we are. 

12 Q. Have you prepared c e r t a i n e x h i b i t s f o r 

13 i n t r o d u c t i o n i n these cases? 

14 A. Yes, I have. 

15 Q. Let's piease look at E x h i b i t 1 i n Case 15027. 

16 /And could you please e x p l a i n t h i s e x h i b i t t o us? 

17 A. Yes. E x h i b i t 1 i s j u s t a land p l a t of our 

18 proposed nonstandard spacing u n i t f o r Sneed Fed Com #1H 

19 lo c a t e d i n the n o r t h h a l f of the n o r t h h a l f s e c t i o n of 

20 Number 9 of Township 17 South, Range 32 East. 

21 As y o u ' l l see, the proposed u n i t i s 

22 comprised of three t r a c t s . Tract 1 being 80 acres i n 

23 the n o r t h h a l f of the northwest. COG and OXY are both 

24 50/50 working i n t e r e s t owners w i t h i n t h a t t r a c t . Tract 

25 2 being i n the northwest of the northeast. COG and OXY 
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1 are also s p l i t 50/50 i n t h a t t r a c t as w e l l . Tract 3 i s 

2 l o c a t e d i n the northeast-northeast of Section 9, so COG 

3 • owning a m a j o r i t y i n t e r e s t , a l i t t l e over 97 percent 

4 i n t e r e s t i n t h a t t r a c t . 

5 And at the bottom of t h a t e x h i b i t , y o u ' l l 

6 j u s t see a u n i t recap of the e n t i r e -- of the e n t i r e 

7 u n i t , the i n t e r e s t owners and what they c o n t r i b u t e t o 

8 t h a t u n i t . Showing COG owning a l i t t l e b i t over 61 

9 percent, being a m a j o r i t y i n t e r e s t i n t h a t proposed 

10 w e l l . 

11 Q. /And so what percentage of the acreage i n the 

12 4 0-acre pools or formations i s v o l u n t a r i l y committed t o 

13 t h i s well? 

14 A. A l i t t l e over 99 percent of the i n t e r e s t w i t h i n 

15 the proposed w e l l i s committed t o the w e l l . 

16 Q. And now t u r n i n g t o E x h i b i t 1 i n Case 15028, can 

17 you please describe ownership i n t h a t case? 

18 A. Yes. E x h i b i t 1 i n Case 15028 i s the proposed 

19 nonstandard spacing u n i t f o r Sneed 9 Fed Com #3H loca t e d 

20 i n the south h a l f of the n o r t h h a l f of Section 9, 

21 Township 17 South, Range 32 East. 

22 As you can see, t h a t proposed u n i t i s 

23 comprised of two t r a c t s . One t r a c t being i n the south 

24 half-northwest of Section 9, comprising 80 acres, where 

25 y o u ' l l see COG and OXY each own, r e s p e c t i v e l y , 

PAUL BACA PROFESSIONAL COURT REPORTERS 
39ccc208-e19d-452d-96ee-2f4853a27431 



Page 10 

1 50-percent i n t e r e s t . Tract 2 i s moving over t o the 

2 south h a l f of the northeast, 80 acres, where COG owns a 

3 l i t t l e over 84 percent i n t h a t t r a c t , s p l i t between 

4 Chevron and Halcon w i t h the remaining i n t e r e s t . 

5 At the bottom of t h a t e x h i b i t i s a u n i t 

6 recap of the i n t e r e s t owners and the i n t e r e s t they 

7 c o n t r i b u t e t o the u n i t , w i t h COG owning a l i t t l e over 

8 67 percent of the proposed u n i t . 

9 Q. And t e l l us what percentage of the acreage i n 

10 the 40-acre pools or formations i s v o l u n t a r i l y committed 

11 t o t h i s well? 

12 A. A l i t t l e over 92 percent. 

13 Q. Let's t u r n now t o your E x h i b i t 2 i n Case 15027. 

14 Does t h i s e x h i b i t i d e n t i f y the i n t e r e s t s t h a t COG seeks 

15 t o pool i n t h a t case? 

16 A. Yes. That i s c o r r e c t . 

17 Q. Does COG seek t o pool any unleased mineral 

18 i n t e r e s t s i n 15027? 

19 A. We do. 

20 Q. Does COG seek the i m p o s i t i o n of a 200-percent 

21 r i s k p e n a l t y against the unjoined i n t e r e s t s l i s t e d on 

22 the f i r s t page of E x h i b i t 2? 

23 A. Yes, we do. 

24 Q. Wi th re fe rence t o the second and t h i r d pages o f 

25 E x h i b i t 2, why i s COG seeking t o poo l r o y a l t y i n t e r e s t s 
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1 and o v e r r i d i n g r o y a l t y i n t e r e s t s only i n t h i s case? 

2 A. The leases t h a t COG has acquired i t s i n t e r e s t s 

3 from are leases t h a t do not have p o o l i n g language and do 

4 not grant p o o l i n g w i t h i n the lease, and there have been 

5 subsequent assignments t h a t have created o v e r r i d e s . 

6 Could be through the p e r i o d of the lease i t s e l f . And 

7 the pool i n the assignments had also lack of p o o l i n g 

8 language and p r o v i s i o n s i n there as w e l l . 

9 Q. I s COG seeking t o recover costs from these 

10 r o y a l t y i n t e r e s t and o v e r r i d i n g r o y a l t y i n t e r e s t owners 

11 l i s t e d i n the second and t h i r d pages of E x h i b i t 2? 

12 A. No, we are not. 

13 Q. You're j u s t i n t e r e s t e d i n c o n s o l i d a t i n g the 

14 i n t e r e s t s of the spacing u n i t ? 

15 A. Yes, we are. 

16 Q. Does COG also seek t o be designated operator 

17 f o r the w e l l i n Case 15027? 

18 A. Yes. 

19 Q. Turning now t o E x h i b i t 2 i n Case 15028, does 

20 t h i s e x h i b i t i d e n t i f y the i n t e r e s t s t h a t COG seeks t o 

21 pool i n t h i s case? 

22 A. Yes, i t does. 

23 Q. Does COG seek t o pool any unleased mineral 

24 i n t e r e s t s i n 15028? 

25 A. No, i t does not. 
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1 Q. Does COG seek the i m p o s i t i o n of a 200-percent 

2 r i s k p e n a l t y against the unjoined i n t e r e s t s l i s t e d on 

3 the f i r s t page of E x h i b i t 2? 

4 A. Yes, i t does. 

5 Q. And I guess f o r the record, on 15028, why i s 

6 COG seeking t o pool those i n t e r e s t s and o v e r r i d i n g 

7 r o y a l t y i n t e r e s t owners l i s t e d on "the second and t h i r d 

8 pages? 

9 A. For the same reason as i n Case 15027. I t ' s the 

10 same lease t h a t COG has acquired i t s i n t e r e s t i n , and 

11 t h a t lease does not grant p o o l i n g . And there's been 

12 subsequent assignments out of t h a t lease, and those 

13 assignments have not granted p o o l i n g language and 

14 p r o v i s i o n i n those assignments as w e l l . 

15 Q. And, again, COG i s n ' t seeking t o recover costs 

16 from those r o y a l t y i n t e r e s t s and o v e r r i d i n g r o y a l t y 

17 i n t e r e s t owners, correct? 

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

19 Q. And w i t h respect t o the w e l l i n Case 15028, 

20 does COG seek t o be designated operator f o r the well? 

21 A. Yes, we do. 

22 Q. Let's move t o your E x h i b i t 3 i n Case 15027. 

23 Can you t e l l us what t h i s e x h i b i t is? 

24 A. Yes. E x h i b i t Number 3 -- there are two pages 

25 of t h i s . That's our AFE cover l e t t e r t h a t we would send 

H 
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1 t o p a r t n e r s . The f i r s t -- the f i r s t one being a cover 

2 l e t t e r t h a t we would send t o leasehold owners s t a t i n g 

3 our w e l l proposal, l o c a t i o n of the w e l l , cost of the 

4 w e l l , what o p e r a t i n g agreement we're proposing the w e l l 

5 under, and then also terms f o r a term assignment t o 

6 acquire t h e i r i n t e r e s t through a term assignment i f the 

7 p a r t i e s do not e l e c t t o v o l u n t a r y p a r t i c i p a t e i n the 

8 w e l l . 

9 And the second page i s the same cover 

10 l e t t e r , w i t h the same i n f o r m a t i o n , but t h i s i s addressed 

11 toward the unleased mineral owners, g i v i n g them a chance 

12 t o p a r t i c i p a t e i n the w e l l and/or lease t h e i r i n t e r e s t 

13 t o COG through an o i l and gas lease. 

14 Q. Would you please discuss your e f f o r t s t o o b t a i n 

15 the v o l u n t a r y p a r t i c i p a t i o n of the unjoined i n t e r e s t 

16 owners i n Case 15027? 

17 A. Yes. We1ve a c t u a l l y e s t a b l i s h e d contact w i t h 

18 a l l the -- w i t h a l l the unleased p a r t i e s and are 

19 c u r r e n t l y i n n e g o t i a t i o n s of a c q u i r i n g t h a t i n t e r e s t 

20 through an o i l and gas lease. 

21 Q. Are there any i n t e r e s t owners you were unable 

22 t o loc a t e i n 15027? 

23 A. At t h i s time, we be l i e v e not. We've 

24 e s t a b l i s h e d contact w i t h one of the primary p a r t i e s who 

25 was unleased a t the time coming i n t o the hearing, and 
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1 t h a t p a r t y i s f a m i l y members w i t h the r e s t of the 

2 unleased i n t e r e s t s w i t h i n t h a t u n i t . So we've 

3 es t a b l i s h e d contact w i t h them and have been r e c e i v i n g 

4 phone c a l l s and e-mails back from those p a r t i e s , and 

5 we're c u r r e n t l y i n n e g o t i a t i o n w i t h a c q u i r i n g o i l and 

6 gas leases w i t h them. 

7 Q. Was l e g a l n o t i c e placed i n the -- I guess the 

8 Hobbs newspaper attempting t o loc a t e any of the h e i r s , 

9 assigned [ s i c ] , i n d i v i d u a l s l i s t e d i n your E x h i b i t 2? 

10 A. Yes, i t was. 

11 Q. I n your o p i n i o n , has COG made a g o o d - f a i t h 

12 e f f o r t t o o b t a i n v o l u n t a r y p a r t i c i p a t i o n i n the well? 

13 A. Yes, we have. 

14 Q. Moving now t o E x h i b i t 3 i n Case 15028. Please 

15 t e l l us what t h i s e x h i b i t i s . 

16 A. Yes. This e x h i b i t r i g h t here i s j u s t the same 

17 t h i n g as the previous e x h i b i t f o r the other case. This 

18 i s our AFE cover l e t t e r t o the leasehold. There were no 

19 other lease owners i n t h i s u n i t . They're a l l leasehold 

20 owners. So there i s an AP cover l e t t e r s t a t i n g the w e l l 

21 proposal, l o c a t i o n , costs, operating agreement t h a t 

22 we're proposing the w e l l under, and then also the term 

23 assignment, s p e c i f i c terms of a c q u i r i n g t h e i r i n t e r e s t 

24 through a term assignment i f they d i d not e l e c t t o 

25 p a r t i c i p a t e v o l u n t a r i l y i n the d r i l l i n g of the w e l l . 
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1 Q. Were there any i n t e r e s t owners you were unable 

2 t o locate i n 15028? 

3 A. No, there was not. 

4 Q. I n your o p i n i o n , has COG made a g o o d - f a i t h 

5 e f f o r t t o o b t a i n v o l u n t a r y p a r t i c i p a t i o n i n the well? 

6 A. Ye s, we have. 

7 Q. Moving t o E x h i b i t 4 i n Case 15027 --

8 MR. McMILLAN: I a c t u a l l y have a blown-up 

9 copy, i f Mr. Examiner would l i k e t o r e f e r t o t h a t . 

10 EXAMINER GOETZE: I t would be nice. 

11 MR. McMILLAN: Here's three of each. I t 

12 might be o v e r k i l l . 

13 EXAMINER GOETZE: Very good. 

14 Q. {BY MR. McMILLAN) What i s your E x h i b i t 4 i n 

15 Case 15027? 

16 A. E x h i b i t 4 i s the AFE f o r the proposed Sneed 9 

17 Fed Com #1H w e l l . 

18 Q. As r e f l e c t e d i n t h i s e x h i b i t , what i s the t o t a l 

19 w e l l cost f o r dry hole? 

20 A. 1 m i l l i o n 500 --

21 EXAMINER GOETZE: Would you l i k e t o have 

22 one? 

23 THE WITNESS: Thank you. 

24 EXAMINER GOETZE: Good. That makes me f e e l 

25 younger. 
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Here we go. The dry-hole costs, f o r E x h i b i t 

2 Number 4 i n Case 15027, are 1,582,000. Completed costs 

3 are 4,679,000. 

4 Q. (BY MR. McMILLAN) Are those costs i n l i n e w i t h 

5 what i s being charged by other operators i n the area of 

6 these wells? 

7 A. Yes, they are. 

8 Q. Have you made an estimate of overhead and 

9 a d m i n i s t r a t i v e costs w h i l e d r i l l i n g and producing the 

10 well? 

11 A. We have. 

12 Q- And what i s t h a t estimate? 

13 A. 6,000 a month d r i l l i n g , 600 a month producing. 

14 Q. And are these costs i n l i n e w i t h what i s being 

15 charged by other operators i n the area? 

16 A. Yes, they are. 

17 Q. Do you recommend t h a t these d r i l l i n g and 

18 producing overhead rates be incorp o r a t e d i n t o the order 

19 t h a t r e s u l t s from t h i s hearing? 

20 A. Yes. 

21 Q. Now, i s t h i s AFE f o r a s i n g l e l a t e r a l on t h i s 

22 well? 

23 A. I t i s . 

24 Q. I s there a p o t e n t i a l f o r subsequent l a t e r a l s ? 

25 A. Yes, there are. 
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1 Q. So does COG request t h a t a d d i t i o n a l l a t e r a l s be 

2 proposed f o r p a r t i e s pursuant t o Order Number R-13590 i n 

3 Case Number 14850? 

4 A. Yes, we do. 

5 Q. Do you have a copy of t h a t order w i t h you here 

6 today? 

7 A. I do. 

8 MR. McMILL7AN: I f I may approach, I have a 

9 copy. 

10 EXAMINER GOETZE: Please. 

11 Q. (BY MR. McMILLAN) Mr. Johnson, can you please 

12 read d e c r e t a l paragraph 13 of t h a t order i n t o the record 

13 f o r us? 

14 A. Yes. Paragraph 13 s t a t e s : Whenever operator 

15 determines t o d r i l l an a d d i t i o n a l l a t e r a l i n the 

16 proposed w e l l , operators s h a l l propose the a d d i t i o n a l 

17 l a t e r a l t o a l l pool p a r t i e s except any nonconsenting 

18 working i n t e r e s t or owner whose share of w e l l costs 

19 p r e v i o u s l y i n c u r r e d , together w i t h the ap p l i c a b l e r i s k 

20 charge and a c t u a l operating costs and a d m i n i s t r a t i v e 

21 overhead charges i n c u r r e d t o date have not been 

22 recovered from production; 

23 The operator s h a l l f u r n i s h each pool p a r t y 

24 w i t h whom i t has acquired a proposed a d d i t i o n a l l a t e r a l 

25 a schedule of estimated a d d i t i o n a l w e l l costs of 
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1 d r i l l i n g and completion of such a d d i t i o n a l l a t e r a l , and 

2 the procedural steps provided i n o r d e r i n g paragraphs 10, 

3 11 and 12 s h a l l be repeated; 

4 Any pool p a r t y who does not pay i t s share 

5 of estimated w e l l costs of the a d d i t i o n a l l a t e r a l w i t h i n 

6 3 0 days a f t e r i t receives the proposal, the schedule of 

7 estimated costs s h a l l be deemed a nonconsenting working 

8 i n t e r e s t owner. However, such owner 1s share of w e l l 

9 costs not p a i d i n a p p l i c a b l e r i s k charges s h a l l be 

10 recovered only from the proceeds of production from the 

11 l a t e r a l so proposed or any subsequently proposed 

12 l a t e r a l . 

13 Q. And so t o be c l e a r , i s COG proposing t h a t the 

14 language you j u s t read be included i n the order i s s u i n g 

15 from t h i s hearing? 

16 A. Yes, we are. 

17 Q. Does COG also request the order t o be issued i n 

18 t h i s case provide f o r an adjustment of the d r i l l i n g and 

19 producing overhead r a t e s i n accordance w i t h the current 

20 COPAS b u l l e t i n f o r the area? 

21 A. Yes, we are. 

22 Q. L e t ' s t u r n now t o your E x h i b i t 4 i n Case 15028. 

23 What i s t h i s e x h i b i t ? 

24 A. E x h i b i t 4 i s our AFE f o r our proposed Sneed 9 

25 Federal Com 3H w e l l . 
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Q. As r e f l e c t e d on E x h i b i t 4, what's the t o t a l 

2 w e l l cost f o r dry hole? 

3 A. The t o t a l w e l l cost f o r a dry hole would be 

4 1,582,000. 

5 Q. And what i s the t o t a l w e l l cost f o r the 

6 completed well? 

7 

8 

A. Completed w e l l i s 4,679,000. 

Q. Are these costs i n l i n e w i t h what i s being 

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

10 wells? 

11 A. Yes, they are. 

12 Q. Do you have an estimate of overhead and 

13 a d m i n i s t r a t i v e costs w h i l e d r i l l i n g and producing the 

14 w e l l i n Case 15028? 

15 A. We have. 

16 Q. What i s that? 

17 A. 6,000 a month wh i l e d r i l l i n g and 600 a month 

18 producing. 

19 Q. Are these costs i n l i n e w i t h what i s being 

20 charged by other operators i n the area? 

21 A. Yes, they are. 

22 Q. Do you recommend t h a t these d r i l l i n g and 

23 producing r a t e s -- producing overhead rates be 

24 i n c o r p o r a t e d i n t o the order t h a t r e s u l t s from t h i s 

25 hearing? 
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1 A. Yes, we do. 

2 Q. At the r i s k of being too r e p e t i t i v e here, i s 

3 t h i s AFE f o r a s i n g l e l a t e r a l ? 

4 A. Yes, i t i s . 

5 Q. I s there, i n t h i s case, p o t e n t i a l f o r 

6 subsequent l a t e r a l s ? 

7 A. There are. 

8 Q. And does COG request t h a t a d d i t i o n a l l a t e r a l s 

9 be proposed f o r p a r t i e s pursuant t o the d e c r e t a l 

10 paragraph 13 t h a t you read i n t o the record from Order 

11 Number R-13590 i n Case Number 14850? 

12 A. Yes, we do. 

13 Q. Does COG request t h a t the order t o be issued i n 

14 t h i s case provide f o r an adjustment on the d r i l l i n g and 

15 producing overhead r a t e s i n accordance w i t h the COPAS 

16 b u l l e t i n f o r the area? 

17 A. Yes, we do. 

18 Q. That concludes E x h i b i t 4. 

19 Let's t u r n t o E x h i b i t 5 i n Case 15027. I s 

20 E x h i b i t 5 a l i s t of names and addresses of o f f s e t 

21 operators? 

22 A. Yes, they are. 

23 Q. And were each o f the i n d i v i d u a l s and e n t i t i e s 

24 l i s t e d i n E x h i b i t 5 n o t i f i e d o f COG's a p p l i c a t i o n ? 

2 5 A. They were. 
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1 Q. Were any ob j e c t i o n s received? 

2 A. There was not. 

3 Q. As t o your E x h i b i t 5 i n Case 15028, i s t h i s 

4 also a l i s t of o f f s e t operators w i t h respect t o t h a t 

5 case? 

6 A. Yes, i t i s . 

7 Q. And were these i n d i v i d u a l s n o t i f i e d of COG's 

8 a p p l i c a t i o n ? 

9 A. Yes, they were. 

10 Q. Were any o b j e c t i o n s received? 

11 A. No. 

12 Q. I n your opinion, would the g r a n t i n g of COG's 

13 a p p l i c a t i o n s be i n the best i n t e r e s t of conservation, 

14 the p r e v e n t i o n of waste and the p r o t e c t i o n of 

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

16 A. Yes. 

17 Q. And were E x h i b i t s 1 through 5 i n both cases 

18 prepared by you or at your d i r e c t i o n or co n t r o l ? 

19 A. Yes, they were. 

20 MR. McMILLAN: Mr. Examiner, we move the 

21 admission of E x h i b i t s 1 through 5 i n Cases 15 02 7 and 

22 15028 at t h i s time. 

23 EXAMINER GOETZE: I n both cases, 15027, 

24 15028, 1 through 5 are admitted. 

25 (COG Operating E x h i b i t Numbers 1 through 5, 
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1 Cases 15027 and 15028, were o f f e r e d and 

2 admitted i n t o evidence.) 

3 MR. McMILLAN: We also move the admission 

4 of E x h i b i t s 12 and 13, which are my n o t i c e a f f i d a v i t and 

5 A f f i d a v i t of P u b l i c a t i o n i n each case. 

6 EXAMINER GOETZE: I n each case, E x h i b i t s 12 

7 and 13 are also admitted. 

8 (COG Operating E x h i b i t Numbers 12 and 13, 

9 Cases 15027 and 15028, were o f f e r e d and 

10 admitted i n t o evidence.) 

11 MR. McMILLAN: That concludes my d i r e c t 

12 examination of t h i s witness. 

13 CROSS-EXAMINATION 

14 BY EXAMINER GOETZE: 

15 Q. One question. I n Case 15028, we have Chevron 

16 and Halcon as those t h a t are not p a r t i c i p a t i n g a t t h i s 

17 p o i n t and are not p a r t of t h i s , and we're going t o 

18 compulsory pool them? 

19 A. We have already e s t a b l i s h e d a term assignment 

20 w i t h Chevron. We're w a i t i n g on the a c t u a l signatures 

21 from Chevron t o acquire t h a t i n t e r e s t . And when we do, 

22 w e ' l l advise the Commission of t h a t a c t i o n . 

23 And then w i t h Halcon, we are c u r r e n t l y i n 

24 n e g o t i a t i o n s w i t h them over our j o i n t o p e rating 

25 agreement at t h i s time. But they have showed i n t e r e s t 
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1 i n p a r t i c i p a t i n g i n the w e l l as soon as we can negotiate 

2 out our op e r a t i n g agreement. 

3 Q. And do we have an accepted -- are there any 

4 elements of leases l a p s i n g , agreements l a p s i n g i n any of 

5 these s i t u a t i o n s , as of t h i s p o i n t , t h a t we should be 

6 aware of? 

7 A. On the 3H, no. On the 1H, COG i s subject t o a 

8 term assignment referenced i n the other cases, the Pan 

9 Head and the F l a t Head f o r the northeast-northeast 

10 q u a r t e r . That i s i n i t s continuous development f o r t h a t 

11 phase, term assignment, r i g h t now. So the 1H, yes. 3H, 

12 no. 

13 Q. No f u r t h e r questions f o r t h i s witness. 

14 MR. McMILLAN: At t h i s time, I would c a l l 

15 K e l l i Snidow. 

16 KELLI A. SNIDOW, 

17 a f t e r having been p r e v i o u s l y sworn under oath, was 

18 questioned and t e s t i f i e d as f o l l o w s : 

19 DIRECT EXAMINATION 

2 0 BY MR. McMILLAN: 

21 Q. Ms. Snidow, can you s t a t e your f u l l name and 

22 place of residence? 

23 A. My name i s K e l l i Snidow, and I reside i n 

24 Midland, Texas. 

25 Q. By whom are you employed and i n what capacity? 
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1 A. I'm employed by COG Operating as a g e o l o g i s t . 

2 Q. Are you auth o r i z e d t o t e s t i f y today on COG's 

3 behalf? 

4 A. Yes. 

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

6 D i v i s i o n or one of i t s Examiners and had your 

7 c r e d e n t i a l s accepted and made a matter of record? 

8 A. Yes. 

9 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 f i l e d i n 

10 these cases? 

11 A. Yes. 

12 Q. /And are you f a m i l i a r w i t h the subject areas i n 

13 the proposed w e l l s i n these cases? 

14 A. Yes, I am. 

15 MR. McMILLAN: Mr. Examiner, we o f f e r 

16 Ms. Snidow as a q u a l i f i e d g e o l o g i s t . 

17 EXAMINER GOETZE: So q u a l i f i e d . 

18 Q. {BY MR. McMILLAN) Ms. Snidow, have you prepared 

19 c e r t a i n e x h i b i t s f o r i n t r o d u c t i o n i n t o these cases? 

2 0 A. Yes, I have. 

21 Q. Please r e f e r t o your E x h i b i t 6 i n Case 15027, 

22 and e x p l a i n what t h a t e x h i b i t shows. 

23 A. Yes. I n both cases, t h i s i s j u s t a r e g i o n a l 

24 s h e l f map i d e n t i f y i n g the cases discussed today, i n 

2 5 p a r t i c u l a r the cases i n discussion, the Sneed 9 Fed Com 
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1 #1H and the Sneed 9 Fed Com #3H lo c a t e d i n Township 17 

2 South, Range 32 East. 

3 Q. And t h a t ' s the same e x h i b i t i n both cases, 

4 correct? 

5 A. Correct. 

6 Q. Please r e f e r t o your E x h i b i t 7 i n Case 15027, 

7 and e x p l a i n what t h a t e x h i b i t shows. 

8 A. Yes. I n both cases, t h i s map i s a s t r u c t u r e 

9 map on the top of the Paddock Formation, w i t h a 50-foot 

10 contour i n t e r v a l . Again, the COG acreage i s h i g h l i g h t e d 

11 i n yellow, and the proposed wellbore i n each case i s 

12 h i g h l i g h t e d w i t h a red h o r i z o n t a l l i n e . There i s also 

13 other c o l o r i n g , a red or blue c i r c l e f o r o f f s e t Yeso 

14 produc t i o n f o r e i t h e r the Paddock or the Blinebry. 

15 So t h i s s t r u c t u r e map i n d i c a t e s t h a t the 

16 Paddock s t r u c t u r e i s d i p p i n g t o the east and t h a t we see 

17 no geologic impediment, such as pinch-outs or f a u l t s i n 

18 area, t h a t would prevent h o r i z o n t a l d r i l l i n g . 

19 Q. And i n your E x h i b i t 7, i n Case 15027, could you 

20 please i d e n t i f y f o r us the p r o j e c t area? 

21 A. So the p r o j e c t area would be the n o r t h h a l f of 

22 the n o r t h h a l f of the Section 9. 

23 Q. And k i n d l y i d e n t i f y the surface and bottom-hole 

24 l o c a t i o n s . 

25 A. Yes. The surface i s i n d i c a t e d by the black 
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1 o u t l i n e square on the l e f t side, and the bottom hole i s 

2 the red c i r c l e a t the end of t h a t red h o r i z o n t a l l i n e --

3 I'm s o r r y -- the black c i r c l e at the end of t h a t red 

4 h o r i z o n t a l l i n e . 

5 Q. And w i t h respect t o your E x h i b i t 7 i n 15028, 

6 can you please i d e n t i f y the surface hole and bottom-hole 

7 locat i o n s ? 

8 A. Yes. So f o l l o w i n g t h i s same theme, the surface 

9 i s i n d i c a t e d by the black square on the l e f t - h a n d side 

10 of the p r o j e c t area or the s e c t i o n , and the bottom hole 

11 i s i n d i c a t e d w i t h the black c i r c l e . 

12 Q. Let's t u r n now t o your E x h i b i t 8 and -- w e l l , 

13 w e ' l l s t a r t w i t h E x h i b i t 8 i n 15027, and please t e l l us 

14 what t h i s e x h i b i t shows. 

15 A. Yes. So t h i s map i s a cross-section map, again 

16 A t o A prime. So A i n the northwest and A prime i n the 

17 southeast. The we l l s on the cross s e c t i o n are 

18 h i g h l i g h t e d w i t h the pink c i r c l e s , and you can i d e n t i f y 

19 the w e l l s i n each of these cases, the Sneed 9 Fed Com 

20 #1H and the Sneed 9 Fed Com #3H. 

21 Q. And t h a t 1 s b a s i c a l l y the same e x h i b i t i n both 

22 cases? 

23 A. Yes, t h a t i s c o r r e c t . 

24 Q. Turn ing now t o E x h i b i t 9, aga in , t h i s appears 

25 t o be the same e x h i b i t i n bo th cases, co r r ec t ? 
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1 A. Correct. 

2 Q. Please e x p l a i n what t h i s e x h i b i t shows. 

3 A. Yes. This e x h i b i t i s the A t o A prime 

4 cross-section l i n e . Again, these are fou r w e l l s t h a t 

5 have the Yeso Formation h i g h l i g h t e d . You see the 

6 G l o r i e t a i s h i g h l i g h t e d i n yellow. The Paddock i s 

7 h i g h l i g h t e d i n green, and the B l i n e b r y i s h i g h l i g h t e d i n 

8 the red c o l o r . And y o u ' l l n o t i c e t h a t a l l three of 

9 these formations are of f a i r l y uniform thickness. Both 

10 the Paddock and the B l i n e b r y are prospective t a r g e t s f o r 

11 t h i s area. 

12 Q. Do we have a f u l l - s i z e copy of t h i s f o r the 

13 Hearing Examiner? 

14 A. We do. I t was used i n the previous hearing, 

15 the F l a t Head and Pan Head hearings. 

16 Q. Great. 

17 Just t o r e i t e r a t e , COG i s seeking t o -- the 

18 e n t i r e v e r t i c a l extent of the West Maljamar-Yeso pool; 

19 i s t h a t correct? 

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

21 Q. Moving now t o E x h i b i t 10, Case 15027, can you 

22 t e l l us what t h i s e x h i b i t shows? 

23 A. Yes. So t h i s e x h i b i t i s , again, a wellbore 

24 schematic w i t h the propsed completion zones. I t 

25 i d e n t i f i e s the s e c t i o n l i n e s f o r each, as w e l l as the 
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1 p r o j e c t area. I t has the surface l o c a t i o n . Again, the 

2 red wellbore the red l i n e i s the wellbore diagram. 

3 Q. I n your E x h i b i t 10, i s the completed i n t e r v a l 

4 shown? 

5 A. Yes, i t i s . I n Case 15027, the completed 

6 i n t e r v a l i s shown s t a r t i n g i n the heel of the wellbore 

7 w i t h a small blue l i n e i n d i c a t i n g -- i t ' s t e x t t h a t 

8 i n d i c a t e s t h a t the open-hole packer s h a l l be set no 

9 cl o s e r than 330 from the west l i n e , and then completion 

10 w i l l continue a l l the way t o the r i g h t , or t o the east, 

11 t o the blue dash l i n e , or t o the TD of the w e l l . 

12 I n Case 15028, i t ' s a s i m i l a r setup. The 

13 blue l i n e i n d i c a t e s t h a t the open-hole packer w i l l be 

14 set no cl o s e r than 330 from the west l i n e , the 

15 completion a l l the way t o the r i g h t , or the east, u n t i l 

16 TD of the wellbore. 

17 Q. So does t h i s e x h i b i t demonstrate i n both cases 

18 t h a t the completed i n t e r v a l i s located e n t i r e l y w i t h i n 

19 the producing area of the p r o j e c t area f o r the well? 

2 0 A. Yes. 

21 Q. And does t h i s e x h i b i t show i n both cases t h a t 

22 the completed i n t e r v a l of the w e l l produced i n 

23 conformity of the setbacks f o r the p r o j ect area? 

24 A. Yes. 

25 Q. I n bo th cases, do each o f the 40-acre u n i t s 
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1 comprising the p r o j e c t area appear t o be prospective f o r 

2 o i l production? 

3 A. Yes, they do. 

4 Q. I n both cases, i s a h o r i z o n t a l w e l l the most 

5 economic method f o r producing each of the 40-acre u n i t s 

6 comprising the p r o j e c t area? 

7 A. Yes, t h a t i s c o r r e c t . 

8 Q. Let's t u r n now t o your E x h i b i t 11. I s t h i s the 

9 same e x h i b i t i n both cases? 

10 A. I t i s the same. 

11 Q. W i l l you please e x p l a i n t o us what t h i s e x h i b i t 

12 shows? 

13 A. Yes. This e x h i b i t i s p u r e l y a schematic of the 

14 p o t e n t i a l f u t u r e development of the three productive 

15 i n t e r v a l s w i t h i n the Yeso. So y o u ' l l see t h a t there 

16 i s -- there i s one i n t e r v a l or one -- excuse me --

17 wellbore i n the Paddock i n t e r v a l , and then there i s a 

18 p o t e n t i a l f o r two h o r i z o n t a l wellbores i n the B l i n e b r y 

19 i n t e r v a l . 

20 Q. To be c l e a r , the t a r g e t i n t e r v a l f o r these 

21 a p p l i c a t i o n s i s the Lower Blinebry? 

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

23 Q. To be c l e a r , the l a t e r a l s shown on t h i s E x h i b i t 

24 11 i n t o the Paddock and the Upper B l i n e b r y , those are 

25 merely p o t e n t i a l l a t e r a l s ? 
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1 A. That's c o r r e c t . That's j u s t t o show t h a t there 

2 i s the p o t e n t i a l f o r f u t u r e development i n these 

3 r e s e r v o i r s . 

4 Q. I n your o p i n i o n , would the g r a n t i n g of COG's 

5 a p p l i c a t i o n i n Cases 15027 and 15028 be i n the best 

6 i n t e r e s t of conservation, the p r e v e n t i o n of waste and 

7 the p r o t e c t i o n of c o r r e l a t i v e r i g h t s ? 

8 A. Yes. 

9 Q. Were E x h i b i t s 6 through 11 prepared by you or 

10 at your d i r e c t i o n or c o n t r o l ? 

11 A. Yes, they were. 

12 MR. McMILLAN: Mr. Examiner, at t h i s time, 

13 we move the admission of E x h i b i t s 6 through 11 i n both 

14 cases. 

15 EXAMINER GOETZE: For Cases 15027 and 

16 15028, we admit E x h i b i t s 6 through 11. 

17 (COG Operating E x h i b i t Numbers 6 through 

18 11, Cases 15027 and 15028, were o f f e r e d and 

19 admitted i n t o evidence.) 

20 , MR. McMILLAN: That concludes my d i r e c t 

21 examination of t h i s witness. 

22 CROSS-EXAMINATION 

23 BY EXAMINER GOETZE: 

24 Q. One quick question. Back t o when we were 

25 l o o k i n g a t the F l a t Head and Pan Head proposal, we had 
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1 no p r o p o s i t i o n f o r shallower completions. I s t h a t a 

2 co n s i d e r a t i o n over there also, or why do we have two 

3 other h o r i z o n t a l s or l a t e r a l s p u l l i n g out? I s there 

4 i n f o r m a t i o n t h a t would i n d i c a t e a b e t t e r recovery? 

5 A. We bel i e v e there i s f u t u r e p o t e n t i a l i n t h i s 

6 r e g i o n a l area f o r t h a t . They have been pooled out due 

7 t o the language requested dur i n g the land testimony. 

8 Q. Okay. I j u s t wondered why we saw i t here, and 

9 we're not seeing i t over i n the other. 

10 A. Sure. 

11 Q. Other than t h a t , I have no more questions f o r 

12 t h i s witness. 

13 MR. McMILLAN: We'd ask t h a t the case be 

14 taken under advisement. 

15 EXAMINER GOETZE: Do we have an e x h i b i t 

16 s t i l l hanging? Did I get 12 already? 

17 MR. McMILLAN: Yes. I moved f o r admission 

18 f o l l o w i n g the land testimony. 

19 EXAMINER GOETZE: Very good. That's your 

20 a f f i d a v i t ? 

21 MR. McMILLAN: That's r i g h t . 

22 EXAMINER GOETZE: A l l r i g h t . Case Numbers 

23 15027 and 15028 are taken under advisement, and t h a t i s 

24 the end of today's docket and the end of the hearing. 

25 (Case Numbers 15027 and 15028 conclude, 
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10:51 a.m.) 
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