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1 (8:37 a.m.) 

2 EXAMINER GOETZE: Next w i l l be Case 14998, 

3 amended a p p l i c a t i o n of COG Operating, LLC f o r a 

4 nonstandard spacing and p r o r a t i o n u n i t and a nonstandard 

5 120-acre p r o j e c t area and compulsory po o l i n g , Eddy 

6 County, New Mexico. 

7 C a l l f o r appearances. 

8 MR. FELDEWERT: May i t please the Examiner, 

9 Michael Feldewert, w i t h the Santa Fe o f f i c e of Holland & 

10 Hart, appearing on behalf of the Ap p l i c a n t . I have two 

11 witnesses here today. 

12 EXAMINER GOETZE: Witnesses please stand, 

13 i d e n t i f y y o u r s e l f and be sworn i n . 

14 MS. SNIDOW: K e l l i Snidow, g e o l o g i s t , COG. 

15 MR. JOHNSON: Sean Johnson, landman f o r 

16 COG. 

17 (Ms. Snidow and Mr. Johnson sworn.) 

18 EXAMINER GOETZE: Proceed. 

19 SEAN JOHNSON, 

20 a f t e r having been f i r s t d u ly sworn under oath, was 

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

22 DIRECT EXAMINATION 

23 . BY MR. FELDEWERT: 

24 Q. Please would you s t a t e your name, i d e n t i f y by 

2 5 whom you are employed and i n what capacity? 
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A. Sean Johnson. I'm a landman employed by COG 

2 Operating, LLC. 

3 Q. And, Mr. Johnson, have you p r e v i o u s l y t e s t i f i e d 

4 before t h i s D i v i s i o n and had your c r e d e n t i a l s as a 

5 petroleum landman accepted and made a matter of p u b l i c 

6 record? 

7 A. Yes, I have. 

8 Q. Are you f a m i l i a r w i t h t h i s a p p l i c a t i o n ? 

9 A. Yes, I am. 

10 Q. And are you f a m i l i a r w i t h the status of the 

11 land i n the subject area? 

12 A. Yes, I am. 

13 MR. FELDEWERT: We would tender 

14 Mr. Johnson as an expert witness i n petroleum land 

15 matters. 

16 EXAMINER GOETZE: He's so q u a l i f i e d . 

17 Q. (BY MR. FELDEWERT) Why don't you t u r n t o what's 

18 been marked as COG E x h i b i t Number 1, Mr. Johnson, and 

19 i d e n t i f y i t , and e x p l a i n what the company seeks under 

20 t h i s a p p l i c a t i o n ? 

21 A. I n E x h i b i t 1.1 [ s i c ] , t h a t i s land p l a t 

22 d e p i c t i n g COG's proposed nonstandard p r o j e c t area and 

23 our nonstandard spacing u n i t f o r our Dogfish Head State 

24 #4, loc a t e d i n Township 17 South, Range 30 East, Section 

25 2 i n Eddy County. The nonstandard spacing u n i t i s 
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1 comprised of the south h a l f of the northeast and also 

2 the southeast of the northwest. 

3 Also, the reason f o r our nonstandard 

4 p r o j e c t area, as you can see on t h i s map, the south h a l f 

5 of Section 2 i s already developed v e r t i c a l l y . Those are 

6 COG-operated w e l l s , which COG has d r i l l e d . And then 

7 also i n the southwest of the northwest, there are four 

8 w e l l s t h a t are already d r i l l e d and operated by COG t h a t 

9 have been developed v e r t i c a l l y . 

10 And underneath t h i s a p p l i c a t i o n , we seek 

11 three t h i n g s . The f i r s t being an approved order f o r our 

12 nonstandard p r o j e c t area. The second being an approved 

13 order f o r our nonstandard spacing u n i t , and the t h i r d 

14 being an approved forced p o o l i n g order f o r the i n t e r e s t 

15 owners i n the Yeso Formation located between 5,000 f e e t 

16 and the base of the Yeso, which i s l o c a t e d i n the Loco 

17 H i l l s Glorieta-Yeso pool. 

18 Q. Why does the company only seek t o pool the Yeso 

19 Formation below 5,000? 

20 A. Those are the only r i g h t s t h a t COG holds. 

21 Q. And i s the 4 0 acres t h a t you are seeking t o 

22 exclude here from your lay-down w e l l , i n your opinion --

23 i n the company's op i n i o n , are those w e l l s -- f o u r w e l l s , 

24 are they producing c u r r e n t l y from the Yeso Formation? 

25 A. Yes, they are. 
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1 Q. And so i n your company's opinion, an a d d i t i o n a l 

2 f i f t h w e l l , by way of the v e r t i c a l extension on the 

3 h o r i z o n t a l w e l l , i s not necessary? 

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

5 Q. I f I take a look at what's been marked as COG 

6 E x h i b i t Number 2, does t h i s e x h i b i t show more of the 

7 surrounding development? 

8 A. Yes, i t does. 

9 Q. I t i d e n t i f i e s , does i t not, your proposed 

10 nonstandard spacing u n i t and p r o j e c t area w i t h a blue 

11 rectangle towards the top of the e x h i b i t ? 

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

13 Q. And I n o t i c e i n Section 3 t h a t the development 

14 has been by lay-down h o r i z o n t a l s ? 

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

16 Q. So i s the company proposing t o e s s e n t i a l l y 

17 i n f i l l the e x i s t i n g v e r t i c a l development i n Section 2 

18 w i t h a h o r i z o n t a l well? 

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

20 Q. E x h i b i t 1, i t shows a surface l o c a t i o n f o r t h i s 

21 w e l l i n the- southwest quarter of the northwest quarter? 

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

23 Q. Where w i l l the•completed i n t e r v a l f o r t h i s w e l l 

24 a c t u a l l y begin? 

25 A. The completed i n t e r v a l w i l l a c t u a l l y s t a r t 330 
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1 f e e t o f f of the l e a s e l i n e i n the northeast of the 

2 northwest. 

3 Q. And w i l l the e n t i r e completed i n t e r v a l from 

4 t h i s w e l l comply w i t h the D i v i s i o n setback requirements? 

5 A. Yes, i t w i l l . 

6 Q. What pool, Mr. Johnson, i s involved w i t h t h i s 

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

8 A. I t ' s the Loco H i l l s Glorieta-Yeso pool. 

9 MR. FELDEWERT: And I b e l i e v e , 

10 Mr. Examiner, t h a t ' s Pool Code 96718. 

11 EXAMINER GOETZE: Thank you. 

12 Q. (BY MR. FELDEWERT) Mr. Johnson, i s there an API 

13 number yet f o r t h i s well? 

14 A. There i s not. 

15 Q. I s Section 2 fee lands or s t a t e acreage? 

16 A. Section 2 i s s t a t e , a l l s t a t e . 

17 Q. And has the company been able t o i d e n t i f y the 

18 i n t e r e s t owners i n the proposed nonstandard spacing u n i t 

19 below 5,000 feet? 

2 0 A. Yes, we have. 

21 Q. I f I t u r n t o what ' s been marked as COG E x h i b i t 

22 Number 3, does t h i s i d e n t i f y those working i n t e r e s t 

23 owners i n t h i s area by t r a c t w i t h respect t o the acreage 

24 below - - o r the f o r m a t i o n below 5,000 f ee t ? 

2 5 A. Yes, i t does. 
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1 Q. And does the l a s t page of t h i s e x h i b i t i d e n t i f y 

2 t h e i r combined i n t e r e s t f o r your proposed nonstandard 

3 spacing u n i t ? 

4 A. Yes, i t does. 

5 Q. Now, have a l l of these i n t e r e s t owners 

6 committed t o the proposed w e l l at t h i s point? 

7 A. No, they have not. 

8 Q. Which i n t e r e s t owners have yet t o commit t o the 

9 well? 

10 A. The i n t e r e s t of Ralph -- Ralph M. Randel Trust; 

11 also the t r u s t e e of the Wilma Donohue Moleen Foundation; 

12 and also La Palma Associates, LLC. 

13 Q. What i s the circumstance w i t h respect t o 

14 La Palma Associates? Have you been able t o contact 

15 them? 

16 A. We have. We have made an e s t a b l i s h e d contact 

17 w i t h one of t h e i r landmen over there, and they have 

18 expressed i n t e r e s t i n a c t u a l l y working a term assignment 

19 w i t h us. So they have our proposal i n f r o n t of them. 

2 0 They're running t h e i r traps on t h a t , and we're going t o 

21 end up executing a term assignment w i t h them. 

22 Q. Now, w i t h respect, then, t o the Ralph M. Randel 

23 Trust, have you been able t o i d e n t i f y the t r u s t e e f o r 

24 t h a t t r u s t ? 

2 5 A. Yes, we have. 

PAUL BACA PROFESSIONAL COURT REPORTERS 
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1 Q. And have you been i n contact w i t h him about 

2 t h i s proposal? 

3 A. Yes, we have. 

4 Q. But the t r u s t has not yet committed t o 

5 p a r t i c i p a t i n g i n t h i s well? 

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

7 Q. What about the t r u s t e e f o r the Wilma Donohue 

8 Moleen Foundation? 

9 A. We know they are i n r e c e i p t of our -- of our 

10 AFE and our proposed JOA f o r t h i s w e l l . We sent 

11 c e r t i f i e d m a i l f o r our AFE and our proposal t o them, 

12 have been returned the green card back, so they've 

13 received i t . We've made follow-up phone c a l l s w i t h the 

14 Trust Department of the bank t o t r y t o e s t a b l i s h contact 

15 and some a c t u a l conversation w i t h them about t r y i n g t o 

16 a c t u a l l y execute a term assignment or see i f they want 

17 t o p a r t i c i p a t e i n the w e l l , and we have yet t o have a 

18 r e t u r n phone c a l l back from them. 

19 Q. I s COG E x h i b i t Number 4 a copy of the w e l l 

20 proposal l e t t e r t h a t went out t o each of these i n t e r e s t 

21 owners? 

22 A. Yes, i t i s . 

23 Q. And does i t also contain, on the l a s t page, the 

24 AFE f o r t h i s well? 
25 A. Yes, t h a t ' s c o r r e c t . 
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1 Q. Are the costs r e f l e c t e d on t h i s AFE consistent 

2 w i t h what the company 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 

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

4 A. Yes, they are. 

5 Q. I n a d d i t i o n , has the company made an estimate 

6 of t h e i r 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 t h i s w e l l 

7 and also w h i l e producing, i f you are successful? 

8 A. Yes, we have. 

9 Q. What are those costs? 

10 A. That's 6,000 a month d r i l l i n g and 600 a month 

11 producing. 

12 Q. Does the company request t h a t these f i g u r e s be 

13 incorporated i n t o the order from t h i s hearing and t h a t 

14 the order provide f o r adjustments t o these f i g u r e s i n 

15 accordance w i t h the COPAS accounting procedures? 

16 A. Yes, we do. 

17 Q. Does the company also request t h a t a customary 

18 200-percent r i s k p e n a l t y be imposed upon any i n t e r e s t 

19 owner t h a t does not commit t o t h i s well? 

20 A. Yes, we do. 

21 Q. Now, t u r n i n g t o the nonstandard spacing u n i t 

22 and the nonstandard p r o j e c t , d i d the company i d e n t i f y 

23 the leased mineral i n t e r e s t s i n the 40-acre t r a c t s 

24 surrounding t h e i r proposed nonstandard spacing u n i t ? 

25 A. Yes, we have. 
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1 Q. And d i d they include -- d i d the company include 

2 these known leased mineral i n t e r e s t owners i n the n o t i c e 

3 of t h i s hearing? 

4 A. Yes, we d i d . 

5 Q. With respect t o the nonstandard p r o j e c t area, 

6 you mentioned t h i s was s t a t e land? 

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

8 Q. Did the company also provide n o t i c e of t h i s 

9 a p p l i c a t i o n f o r a nonstandard p r o j e c t area t o the 

10 New Mexico State Land Office? 

11 A. Yes, we d i d . 

12 Q. I s COG E x h i b i t Number 5 an a f f i d a v i t from my 

13 o f f i c e , w i t h attached l e t t e r s , p r o v i d i n g n o t i c e of t h i s 

14 hearing t o the a f f e c t e d p a r t i e s ? 

15 A. Yes, i t i s . 

16 Q. Now, were E x h i b i t s 1 through 4 prepared by you 

17 or compiled under your d i r e c t i o n and supervision? 

18 A. Yes, they were. 

19 MR. FELDEWERT: Mr. Examiner, I would move 

20 admission i n t o evidence of COG E x h i b i t s 1 through 4, as 

21 w e l l as COG E x h i b i t Number 5, which i s the a f f i d a v i t 

22 from my o f f i c e . 

23 EXAMINER GOETZE: E x h i b i t s 1 through 5 are 

24 accepted. 

25 (COG Operating, LLC E x h i b i t Numbers 1 
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1 through 5 were o f f e r e d and admitted i n t o 

2 evidence.) 

3 MR. FELDEWERT: And t h i s concludes my 

4 examination of t h i s witness. 

5 EXAMINER GOETZE: Do you have any 

6 questions? 

7 EXAMINER BROOKS: No questions. 

8 EXAMINER GOETZE: Just one question. 

9 CROSS-EXAMINATION 

10 BY EXAMINER GOETZE: 

11 Q. Section 1 adjacent -- and I'm doing t h i s on 

12 behalf of the p a r t y t h a t ' s not present -- what's the 

13 ownership there and what a c t i v i t y ? I t seems t o die o f f 

14 r i g h t at the s e c t i o n l i n e . We don't have any Paddock 

15 or --

16 A. I believe i n Section 1, i f I r e c a l l c o r r e c t l y , 

17 there i s an owner. I be l i e v e i t may be J. Cleo 

18 Thompson, who we have exercised a l l options t o t r y t o --

19 they've got a l o t of i n t e r e s t i n , on, around and 

20 adjacent t o our Section 2, and there has been no w i l l of 

21 working w i t h COG t o t r y t o acquire t h a t i n t e r e s t . 

22 Q. Okay. 

23 EXAMINER GOETZE: No f u r t h e r questions f o r 

24 t h i s witness. 

25 MR. FELDEWERT: Then we w i l l c a l l our 
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second witness. 

2 EXAMINER GOETZE: Very good. 

3 KELLI A. SNIDOW, 

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

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

6 DIRECT EXAMINATION 

7 BY MR. FELDEWERT: 

8 Q. Would you please s t a t e your f u l l name and 

9 i d e n t i f y by whom you are employed and i n what capacity? 

10 A. Yes. I'm K e l l i Snidow. I'm a ge o l o g i s t 

11 employed by COG Operating, LLC. 

12 Q. Ms. Snidow, have you p r e v i o u s l y t e s t i f i e d 

13 before t h i s D i v i s i o n and have your c r e d e n t i a l s as a 

14 petroleum g e o l o g i s t been accepted and made a matter of 

15 p u b l i c record? 

16 A. Yes, I have. 

17 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 f i l e d i n 

18 t h i s case? 

19 A. Yes. 

20 Q. Have you conducted a study of the a f f e c t e d --

21 A. Yes, I have. • 

22 MR. FELDEWERT: I would tender Ms. Snidow 

23 as an expert witness i n petroleum geology. 

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

25 Q. (BY MR. FELDEWERT) Would you t u r n t o what's 
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been marked as E x h i b i t Number 6, Ms. Snidow, and 

2 i d e n t i f y t h i s f o r us and e x p l a i n what i t shows? 

3 A. Yes. This i s a s t r u c t u r e map created on the 

4 top of the Paddock Formation, w i t h a 50-foot contour 

5 i n t e r v a l . The yellow h i g h l i g h t e d area i n d i c a t e s COG 

6 acreage. The red h o r i z o n t a l l i n e i s the proposed 

7 wellbore, and then the red and blue c i r c l e s i n d i c a t e 

8 other Paddock and B l i n e b r y or Yeso producers i n the 

9 area. 

10 This s t r u c t u r e map i n d i c a t e s t h a t the 

11 s t r u c t u r e i s g r a d u a l l y d i p p i n g from west t o east downdip 

12 and t h a t there are no f a u l t s or pinch-outs or other 

13 geologic impediments t o developing t h i s area w i t h 

14 h o r i z o n t a l s . 

15 Q. I f you then t u r n t o what's been marked as COG 

16 E x h i b i t Number 7, f i r s t o f f , d i d you prepare a 

17 s t r a t i g r a p h i c cross s e c t i o n of t h i s area? 

18 A. Yes, I d i d . 

19 Q. And does COG E x h i b i t Number 7 i d e n t i f y the 

20 w e l l s t h a t you u t i l i z e d i n your s t r a t i g r a p h i c cross 

21 section? 

22 A. Yes, i t does. From A t o A prime, the three 

23 w e l l s used i n the cross s e c t i o n are h i g h l i g h t e d w i t h the 

24 pink c i r c l e s . 

25 Q. Do you be l i e v e t h a t these w e l l s are 
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1 r e p r e s e n t a t i v e of the area t h a t you seek t o develop? 

2 A. Yes, I do. 

3 Q. Let's t u r n t o what's been marked as COG E x h i b i t 

4 Number 8. I s t h a t a copy of your s t r a t i g r a p h i c cross 

5 section? 

6 A. Yes, t h a t i s . 

7 MR. FELDEWERT: Mr. Examiner, we have a 

8 smaller v e r s i o n of the s t r a t i g r a p h i c cross sec t i o n 

9 comprising E x h i b i t Number 8 and, i f you're i n t e r e s t e d , a 

10 l a r g e r map i s behind i t . So I leave i t up t o you as t o 

11 whether you need t o p u l l out the l a r g e r map. 

12 EXAMINER GOETZE: Not at t h i s p o i n t . 

13 Q. {BY MR. FELDEWERT) Ms. Snidow, would you please 

14 go through what i s shown on t h i s s t r a t i g r a p h i c cross 

15 s e c t i o n which comprises COG E x h i b i t Number 8? 

16 A. Yes. So, again, t h i s i s A t o A prime, so from 

17 west t o east. I have the G l o r i e t a Formation h i g h l i g h t e d 

18 i n yellow, the Paddock Formation h i g h l i g h t e d i n green, 

19 and the B l i n e b r y Formation h i g h l i g h t e d i n red. And then 

20 there i s also a red l i n e i n d i c a t i n g the 5,000-foot depth 

21 severance. 

22 As you can see -- again, you can see a 

23 s l i g h t d i p p i n g s t r u c t u r e t o the east-southeast, but 

24 y o u ' l l n o t i c e t h a t these formations are continuous 

25 across the area. 
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1 Q. What i s your t a r g e t i n t e r v a l f o r t h i s w e l l i n 

2 r e l a t i o n s h i p t o t h a t 5,000-foot dip? 

3 A. So our t a r g e t i n t e r v a l would be the lower h a l f 

4 of the B l i n e b r y Formation, or the formation i n red on 

5 t h i s cross s e c t i o n . 

6 Q. Anything else about t h i s e x h i b i t ? 

7 A. No. 

8 Q. What conclusions have you drawn? 

9 A. I b e l i e v e t h a t t h i s area can be e f f i c i e n t l y and 

10 economically drained w i t h h o r i z o n t a l w e l l s , and I 

11 b e l i e v e t h a t the nonstandard spacing u n i t would 

12 c o n t r i b u t e , on average, e q u a l l y f o r the development of 

13 t h i s area and t h a t there are no geologic impediments t o 

14 developing t h i s area w i t h h o r i z o n t a l w e l l s . 

15 Q. Ms. Snidow, w i l l the completed i n t e r v a l f o r 

16 t h i s w e l l comply w i t h the setback requirements under the 

17 H o r i z o n t a l Well Rule? 

18 A. Yes, they w i l l . 

19 Q. W i l l you t u r n t o what's been marked as COG 

20 E x h i b i t Number 9? 

21 A. (Witness complies.) 

22 Q. I s t h i s a w e l l diagram demonstrating compliance 

23 w i t h the setback requirements? 

24 A. Yes, i t i s . This i s j u s t a proposed cartoon of 

25 the proposed wellbore. The wellbore i s the red l i n e . 
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1 Y o u ' l l n o t i c e the blue l i n e t o the l e f t of the cross 

2 s e c t i o n would be the west s e c t i o n l i n e of Section 2. 

3 And then the f i r s t f r a c k stage would be no clo s e r than 

4 1,650 from the west l i n e and 330 from the lease l i n e 

5 w i t h i n t h a t -- t h a t ' s i n d i c a t e d down at the bottom. 

6 Q. The blue-dotted l i n e shown on here, i s t h a t the 

7 qu a r t e r - q u a r t e r s e c t i o n l i n e ? 

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

9 Q. I n your o p i n i o n , w i l l the g r a n t i n g of t h i s 

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

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

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

13 A. Yes, I be l i e v e so. 

14 Q. And were COG E x h i b i t s 6 through 9 prepared by 

15 you or compiled under your d i r e c t i o n and supervision? 

16 A. Yes, they were. 

17 MR. FELDEWERT: Mr. Examiner, I would move 

18 admission i n t o evidence COG E x h i b i t s 6 through 9. 

19 EXAMINER GOETZE: E x h i b i t s 6 through 9 are 

20 accepted. 

21 (COG Operating, LLC E x h i b i t Numbers 6 

22 through 9 were o f f e r e d and admitted i n t o 

23 evidence.) 

24 MR. FELDEWERT: That concludes my 

25 examinat ion o f t h i s w i tnes s . 
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1 EXAMINER GOETZE: Mr. Brooks, do you have 

2 any questions? 

3 EXAMINER BROOKS: I have no questions. 

4 EXAMINER GOETZE: I have no questions 

5 e i t h e r . 

6 So i n l i g h t of t h a t , w e ' l l go ahead and 

7 take Case 14998 under advisement. 
8 (Case Number 14998 concludes, 8:53 a.m.) 
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