
Page 1 
3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

IN THE MATTER OF THE HEARING CALLED 
BY THE OIL CONSERVATION DIVISION FOR 
THE PURPOSE OF CONSIDERING: 

APPLICATION OF COG OPERATING, LLC 
TO AMEND ORDER R-13578 TO COMPULSORY 
POOL ADDITIONAL MINERAL INTERESTS IN 
THE APPROVED SPACING OF PRORATION 
UNIT, EDDY COUNTY, NEW MEXICO. 

CASE NO. 14831 

ORIGINAL 
REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

February 6, 2014 r 

Santa Fe, New Mexico —n 

m 

BEFORE: PHILLIP GOETZE, CHIEF EXAMINER T3 

o 

m 
o 
rn 

O 
o 
o 
o 

This matter came on f o r hearing before the 
New Mexico O i l Conservation D i v i s i o n , P h i l l i p Goetze, 
Chief Examiner, on Thursday, February 6, 2014, at the 
New Mexico Energy, Minerals and Natural Resources 
Department, 1220 South St. Francis Drive, Porter H a l l , 
Room 102, Santa Fe, New Mexico. 

REPORTED BY: Mary C. Hankins, CCR, RPR 
New Mexico CCR #20 
Paul Baca Professional Court Reporters 
500 4th St r e e t , Northwest, Suite 105 
Albuquerque, New Mexico 87102 

PAUL BACA PROFESSIONAL COURT REPORTERS 
a0cba872-1 c40-4fb7-b11 e-bd70534ec94d 



1 APPEARANCES 
Page 2 

2 FOR APPLICANT COG OPERATING, LLC: 

3 

4 

5 

6 

MICHAEL H. FELDEWERT, ESQ. 
HOLLAND & HART 
110 North Guadalupe, Suite 1 
Santa Fe, New Mexico 87501 
(505) 988-4421 
mfeldewert@hollandhart.com 

7 

8 

9 

INDEX 

Case Number 14831 Called 
PAGE 

3 

10 COG Operating, LLC's Case-in-Chief: 

11 Witnesses: 

12 Joseph H i l l : 

13 

14 

D i r e c t Examination by Mr. Feldewert 
Cross-Examination by Examiner Goetze 

3 
11 

15 Proceedings Conclude 11 

16 C e r t i f i c a t e of Court Reporter 12 

17 

18 

19 

20 EXHIBITS OFFERED AND ADMITTED 

21 COG Operating, LLC E x h i b i t s Numbers 1 through 7 10 

22 

23 

24 

25 

PAUL BACA PROFESSIONAL COURT REPORTERS 
a0cba872-1c40-4fb7-b11e-bd70534ec94d 



Page 3 
1 (8:31 a.m. ) 

fl 
2 EXAMINER GOETZE: Next case, Case 

3 I 14835/ [ s i c ] reopened, a p p l i c a t i o n of COG Operating, LLC 

4 t o amend Order R-13578 t o compulsory pool a d d i t i o n a l 

5 mineral i n t e r e s t s i n the approved spacing of p r o r a t i o n 

6 u n i t , Eddy County, New Mexico. 

7 C a l l f o r appearances. 

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

9 Michael Feldewert, Santa Fe o f f i c e of Holland & Hart, 

10 appearing on behalf of the A p p l i c a n t . I have one 

11 witness here today who has already been sworn. 

12 EXAMINER GOETZE: Very good. 

13 >^14 831. I have been corrected by Kate. She 

14 w i l l be our next hearing examiner ( l a u g h t e r ) . 

15 JOSEPH SCOTT, 

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

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

18 DIRECT EXAMINATION 

19 BY MR. FELDEWERT: 

20 Q. Would you please s t a t e your name, i d e n t i f y by 

21 whom you are employed and i n what capacity? 

22 A. Joseph Scott. I work f o r COG Operating, LLC, 

23 as a landman. 

24 Q. Mr. Sco t t , you have p r e v i o u s l y t e s t i f i e d before 

25 t h i s D i v i s i o n , co r r ec t ? 
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1 A. Yes. 

2 Q. And your c r e d e n t i a l s as an expert i n petroleum 

3 land matters have been accepted and made a matter of 

4 p u b l i c record? 

5 A. Yes. 

6 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 i n t h i s 

7 case and also the lands t h a t are involved i n the subject 

8 area? 

9 A. Yes. 

10 MR. FELDEWERT: Once again, I ' d tender 

11 Mr. Scott as an expert witness i n petroleum land 

12 matters. 

13 EX7AMINER GOETZE: He's so q u a l i f i e d . 

14 Q. (BY MR. FELDEWERT) Would^Qji t u r n t o what's 

15 been marked as COG E x h i b i t (^Number ̂ L/please? And t h i s 

16 i s Order R-13578 t h a t was entered by the D i v i s i o n i n 

17 June of 2012. Have you reviewed t h i s order? 

18 A. Yes. 

19 Q. I f I have you t u r n t o page 3 of t h i s p a r t i c u l a r 

2 0 order, what d i d t h i s order accomplish? 

21 A. I t created a 160-acre nonstandard spacing u n i t 

22 f o r the Yeso Formation comprised of the west h a l f - e a s t 

23 h a l f of Section 31, Township 18 South, 36 -- 26 East, 

24 Eddy County, New Mexico. I t pooled the known p a r t i e s , 

25 and i t also created -- or dedicated the u n i t t o the 
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1 F a l a b e l l a 31 Fee Well #7H. 

2 Q. And has t h a t dedicated w e l l been d r i l l e d yet? 

3 A. No. 

4 Q. I s i t on your d r i l l i n g schedule? 

5 A. Yes. 

6 Q. And i f I t u r n t o what's been marked as COG 

7 E x h i b i t Number 2, d i d the company o b t a i n from the 

8 D i v i s i o n an extension of time t o d r i l l t h i s i n i t i a l w e l l 

9 i n t h i s spacing u n i t ? 

10 A. Yes. 

11 Q. And i f I t u r n t o what's been marked as COG 

12 E x h i b i t Number 3, d i d the company, l i k e w i s e , o b t a i n an 

13 extension on the approved APD f o r t h i s F a l a b e l l a 7H 

14 well? 

15 A. Yes. 

16 Q. What does the company seek under t h i s 

17 p a r t i c u l a r p o o l i n g a p p l i c a t i o n ? 

18 A. We seek t o pool a d d i t i o n a l p a r t i e s t h a t have 

19 been i d e n t i f i e d . 

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

21 Number 4, does i t - r e f l e c t the -- or does i t r e f l e c t the 

22 a d d i t i o n a l i n t e r e s t s t h a t the p a r t y seeks t o pool on the 

23 l a s t two pages? 

24 A. Yes. 

25 Q. This e x h i b i t f i r s t sets f o r t h a l l the t r a c t s i n 
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1 t h i s spacing u n i t , and the next two pages i d e n t i f y the 

2 i n t e r e s t owners by t r a c t . And then the l a s t two pages 

3 have h i g h l i g h t e d the i n t e r e s t s t h a t the p a r t y seeks t o 

4 pool, correct? 

5 A. Yes. 

6 Q. What prompted the discovery of these a d d i t i o n a l 

7 i n t e r e s t owners? 

8 A. We received a t i t l e o p i nion subsequent t o the 

9 t a k e o f f s . So we received t h a t , i d e n t i f i e d a d d i t i o n a l 

10 p a r t i e s not i d e n t i f i e d i n the t a k e o f f s . Because of the 

11 f a u l t y t a k e o f f s , we have discontinued using t h a t 

12 brokerage company. 

13 Q. Now, on t h i s page, t h i s p a r t i c u l a r e x h i b i t , on 

14 the very l a s t page, i t r e f l e c t s a group of record t i t l e 

15 owners w i t h what they c a l l what i s t i t l e d " c u r a t i v e 

16 issues." Does the company, l i k e w i s e , then, seek t o pool 

17 these i n t e r e s t s because of t i t l e issues associated w i t h 

18 these p a r t i c u l a r chain of t i t l e s ? 

19 A. Yes. 

20 Q. What's the problem w i t h t h i s p a r t i c u l a r record 

21 t i t l e ownership i n t e r e s t chain? 

22 A. I t could be e i t h e r a n c i l l a r y probate 

23 proceedings t h a t were not done c o r r e c t l y i n New Mexico, 

24 and out of abundance of caution, we wanted t o pool them, 

25 some type of t i t l e - t r a n s f e r issue associated w i t h these 
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1 p a r t i e s . 

2 Q. So you have the i n t e r e s t i d e n t i f i e d , but you're 

3 concerned t h a t the t i t l e chain subsequently has enough 

4 concern t h a t you, at t h i s p o i n t , want t o pool these 

5 p a r t i e s ? 

6 A. Yes. 

7 Q. And you're hoping t h a t these t i t l e issues w i l l 

8 be corr e c t e d over time by the i n t e r e s t owners? 

9 A. Yes. 

10 Q. Given the a d d i t i o n a l i n t e r e s t s t h a t were 

11 discovered i n your d r i l l i n g t i t l e o p i n ion, d i d the 

12 company repropose the F a l a b e l l a 7H t o a l l of the 

13 i n t e r e s t owners i d e n t i f i e d i n the t i t l e opinion? 

14 A. Yes. 

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

16 E x h i b i t Number 5, i s t h i s the well-proposal l e t t e r t h a t 

17 was sent out i n November f o r the Fa l a b e l l a 7H t o a l l of 

18 these p a r t i e s ? 

19 A. Yes. 

20 Q. And i t has the same l o c a t i o n as i d e n t i f i e d i n 

21 the e x i s t i n g p o o l i n g order, correct? That has not 

22 changed? 

23 A. Yes. Correct. 

24 Q. And does t h i s l e t t e r also set f o r t h an AFE t h a t 

25 has been updated? 
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1 A. Yes. 

2 Q. And are the costs r e f l e c t e d i n t h i s AFE 

3 consistent w i t h what the company has in c u r r e d f o r 

4 d r i l l i n g s i m i l a r h o r i z o n t a l wells? 

5 A. Yes. 

6 Q. I also note t h a t your overhead rates i n t h i s 

7 p a r t i c u l a r e x h i b i t are 5,450 a month while d r i l l i n g and 

8 545 while producing? 

9 A. Yes. 

10 Q. Those are the rates t h a t you've o f f e r e d t o the 

11 i n t e r e s t owners? 

12 . A. Yes. 

13 Q. And are those the r a t e s , then, t h a t should be 

14 adopted i n the order? 

15 A. I f i t pleases the Court. 

16 EXAMINER GOETZE: We're not a court 

17 ( l a u g h t e r ) . Far from i t . 

18 Proceed. 

19 Q. (BY MR. FELDEWERT) With respect t o the 

20 a d d i t i o n a l i n t e r e s t i d e n t i f i e d i n E x h i b i t Number 4 th a t 

21 the p a r t i e s seek t o pool, aside from sending out your 

22 new well-proposal l e t t e r , has the company taken 

23 a d d i t i o n a l e f f o r t s t o ob t a i n -- ob t a i n v o l u n t a r y j o i n d e r 

24 of these i n t e r e s t owners i n the d r i l l i n g of t h i s i n i t i a l 

25 well? 
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1 A. Yes. 

2 Q. What d i d the company do? 

3 A. I fol l o w e d up w i t h e-mail and/or a phone c a l l 

4 t o p a r t i e s t h a t I have not received signed documents 

5 from. I have attempted t o make a lease o f f e r t o 

6 p a r t i e s , and there are a couple t h a t are pending r i g h t 

7 now. We're j u s t w a i t i n g on leases t o come i n . And one 

8 p a r t y we sent the proposal t o , we have not i d e n t i f i e d --

9 or we have not contacted, and I've seeked [ s i c ] a l l 

10 measures t o f i n d a contact, such as on l i n e people 

11 searches, our company d i r e c t o r y , and sent our broker out 

12 t o t r y t o contact the p a r t y we have not communicated 

13 w i t h . 

14 Q. Who was that? 

15 A. Mary W. Walker. 

16 Q. Now, I'm going t o jump ahead a l i t t l e b i t , but 

17 keep your f i n g e r on here and t u r n t o what's been marked 

18 as COG E x h i b i t Number 7, the l a s t e x h i b i t . I s th a t an 

19 A f f i d a v i t of P u b l i c a t i o n t h a t includes i n t h a t l i s t , 

20 a c t u a l l y , the l a s t names of the h e i r s and devisees of 

21 Mary W. Walker? 

2 2 A. Yes. 

23 Q. And i n a d d i t i o n t o t h a t , i f I j u s t keep my 

24 f i n g e r on there, you also include i n t h i s A f f i d a v i t of 

25 P u b l i c a t i o n the record t i t l e owners t h a t are r e f l e c t e d 
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1 from the l a s t -- E x h i b i t Number 4, correct? 

2 A. Yes. 

3 Q. And f i n a l l y , Mr. Scott, i s COG E x h i b i t Number 6 

4 an a f f i d a v i t prepared by y o u - a l l , by my o f f i c e , 

5 p r o v i d i n g n o t i c e of t h i s hearing t o the a f f e c t e d 

6 p a r t i e s ? 

7 A. Yes. 

8 Q. Were E x h i b i t s 1 through 5 prepared by you or 

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

10 A. Yes. 

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

12 admission i n t o evidence of COG E x h i b i t s 1 through 6, 

13 which includes the Notice of A f f i d a v i t prepared by my 

14 o f f i c e , as w e l l as the A f f i d a v i t of P u b l i c a t i o n . 

15 EXAMINER GOETZE: E x h i b i t s 1 through 7 --

16 MR. FELDEWERT: 7. I'm sorr y . 1 through 

17 7. 

18 EXAMINER GOETZE: -- are so entered. 

19 (COG Operating, LLC E x h i b i t s Numbers 1 

20 through 7 were o f f e r e d and admitted i n t o 

21 evidence.) 

22 MR. FELDEWERT: This concludes my 

23 examination of t h i s witness. 

24 

25 
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1 CROSS-EXAMINATION 

2 BY EXAMINER GOETZE: 

3 Q. You cleared up a l l issues regarding the 

4 d i f f e r e n c e i n AFE and the orders, so I have no concerns 

5 there . 

6 This i s the same w e l l ; we're not moving any 

7 l o c a t i o n s as f a r as w e l l s f o r t h i s --

8 A. Correct. 

9 Q. So we don't have issues there. 

10 And the only other t h i n g , what do you see 

11 as a schedule f o r these two wells? 

12 A. We plan t o spud them e i t h e r i n March or A p r i l . 

13 Q. So we're l o o k i n g at a compressed schedule here? 

14 A. Yes. T e n t a t i v e l y , i t ' s -- the end of March 

15 w i l l be the second w e l l d r i l l e d . 

16 Q. We're bureaucrats here, so we need t o know a 

17 l i t t l e b i t more. We work i n years. So w e ' l l put t h i s 

18 on the f r o n t row. 

19 EXAMINER GOETZE: Other than t h a t , w e ' l l 

20 take t h i s case under advisement, and t h i s i s the end of 

21 today's docket. 

2 2 MR. FELDEWERT: Thank you, Mr. Examiner. 

23 EXAMINER GOETZE: Hearing i s closed. 

24 (Case Number 14831 concluded, 8:41 a.m.) 
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