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1 (8:22 a.m.) 

2 HEARING EXAMINER GOETZE: Case 15098, 

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

4 non-standard spacing and p r o r a t i o n u n i t and 

5 compulsory p o o l i n g , Eddy County, New Mexico. 

6 C a l l f o r appearances. 

7 

8 

MR. FELDERWERT: May i t please the 

Examiner, Michael Felderwert w i t h the Santa Fe 

9 o f f i c e of Holland & Hart, appearing on behalf of the 

10 a p p l i c a n t . I have two witnesses today. 

11 HEARING EXAMINER GOETZE: Would the 

12 witnesses please stand and i d e n t i f y themselves, and 

13 would the c l e r k swear them i n . 

14 (Witnesses sworn i n . ) 

15 •JOSEPH SCOTT, 

16 having been f i r s t duly sworn, t e s t i f i e d as f o l l o w s : 

17 EXAMINATION 

18 BY MR. FELDERWERT: 

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

20 by whom you're employed and i n what capacity? 

21 A. Joseph Scott, COG Operating, LLC, landman. 

22 Q. Mr. Scott, have you p r e v i o u s l y t e s t i f i e d 

23 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 

24 petroleum landman accepted and made a matter of 

25 p u b l i c record? 
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1 A. Yes. 

2 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 

3 f i l e d i n t h i s case? 

4 A. Yes. 

5 Q. Have you conducted a study of the subject 

6 water? 

7 

8 

A. Yes. 

MR. FELDERWERT: Mr. Examiner, I would 

9 re-tender Mr. Scott as an expert witness i n 

10 petroleum land matters. 

11 HEARING EXAMINER GOETZE: He i s SO 

12 q u a l i f i e d . 

13 Q. (By Mr. Felderwert) Would you been k i n d 

14 enough t o t u r n t o E x h i b i t No. 1, and f i r s t i d e n t i f y 

15 i t and then e x p l a i n t o the examiner what the company 

16 seeks under t h i s a p p l i c a t i o n ? 

17 A. The yellow i n d i c a t e s COG's acreage. The 

18 square located i n Section 33, 18 south 26 east, i s 

19 the surface hole l o c a t i o n . And the c i r c l e i n the 

20 southwest - southwest Section 4, 19 south 2 6 east, i s 

21 the bottom hole l o c a t i o n . And the red l i n e 

22 i n d i c a t e s the h o r i z o n t a l w e l l t h a t we propose t o 

23 dedicate a 160-acre nonstandard spacing u n i t t o the 

24 west half-west h a l f of 19 South 26 East. We propose 

25 t o dedicate these acres t o the Sherman 4 Fee Number 
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2 Q. I n what formation do you seek? 

3 A. Yeso formation. 

4 Q- Now, t h i s p a r t i c u l a r w e l l i s going t o have 

5 i t s surface l o c a t i o n i n Section 33 t o the north of 

6 Section 4? 

7 

8 

A. 

Q. 

Correct. 

And then the w e l l -- the completed 

9 i n t e r v a l f o r the w e l l would be on the west h a l f of 

10 the west h a l f of Section 4? 

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

12 Q- Would the completed i n t e r v a l comply w i t h 

13 a l l of the setback requirements under the d i v i s i o n 

14 rules? 

15 A. Yes. 

16 Q. Has the company received an API number yet 

17 f o r t h i s well? 

18 A. We have not. 

19 Q. What pool i s involved i n t h i s a p p l i c a t i o n ? 

20 A. I t ' s the Atoka G l o r i e t a formation, the 

21 Yeso -- G l o r i e t a Yeso formation. 

22 MR. FELDERWERT: I t h i n k i t ' s the Atoka 

23 G l o r i a Yeso Pool. 

24 HEARING EXAMINER GOETZE: Okay. 

25 MR. FELDERWERT: And Mr. Examiner, t h a t i s 
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pool code 3250. 

2 Q- {By Mr. Felderwert) I s Section 4 a l l fee 

3 lands? 

4 A. Yes. 

5 Q- I f I t u r n t o what has been marked as COG 

6 E x h i b i t No. 2, i s t h i s an ownership p l a t t h a t 

7 i d e n t i f i e s , f i r s t , the ownership by t r a c t ? 

8 A. Yes. 

9 Q- Okay. I f I f l i p over, then, t o the second 

10 page of t h i s e x h i b i t at the bottom, does i t provide 

11 the percentage ownership i n the spacing u n i t as a 

12 hole at the bottom? 

13 A. Yes. 

14 Q. What i n t e r e s t do you seek t o pool? 

15 A. The i n t e r e s t shown i n the yellow. 

16 Q- And t h a t i s at the bottom of the second 

17 page of E x h i b i t 2? 

18 A. Yes. 

19 Q. Now, w i t h respect t o these p a r t i c u l a r 

20 i n t e r e s t owners, have you been i n touch w i t h Oxy 

21 about t h i s a p p l i c a t i o n ? 

22 A. Yes, I have. 

23 Q- Have you sent t o them a JOA? 

24 A. Yes. 

25 Q. And are they reviewing i t ? 
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1 A. Yes, they are. 

2 Q. And w i t h respect t o the New Mexico Highway 

3 and T r a n s p o r t a t i o n Department, have you p r e v i o u s l y 

4 had t o deal w i t h t h a t p a r t i c u l a r agency? 

5 A. Yes. And also we have sent a proposal t o 

6 them. A ri g h t - o f - w a y was given. There's a question 

7 

8 

as t o the i n t e n t of the - - o f the assignment where 

i t assigns not only the surface but the minerals. 

9 The highway i s n ' t recognizing the ownership i n the 

10 minerals; however, the deed conveys the minerals, so 

11 they are under review and not i n a p o s i t i o n r i g h t 

12 now where they can a c t u a l l y lease t o us or 

13 p a r t i c i p a t e i n the w e l l . 

14 Q. And t h a t ' s why you're seeking t o pool them 

15 here today? 

16 A. Yes. 

17 Q. Okay. Now, w i t h respect -- you also 

18 i d e n t i f y on here two estates and then a t r u s t e e 

19 under a w i l l f o r the -- f o r Kenneth Hunter. What i s 

20 the circumstance w i t h respect t o those p a r t i c u l a r 

21 i n t e r e s t s ? 

22 A. We received a rough d r a f t t i t l e o pinion on 

23 Monday. And we -- we thought we had a l l the mineral 

24 i n t e r e s t s i d e n t i f i e d and leased. These p a r t i e s were 

25 i d e n t i f i e d and, t h e r e f o r e , we have -- we are going 
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1 t o f i l e a p u b l i c a t i o n f o r the estates where 

2 marketable t i t l e l i e s . 

3 Their heirs/devisees have not been 

4 i d e n t i f i e d f o r the Robert Stevenson esta t e or the 

5 Chester Hunter e s t a t e . A w i l l proposal has been 

6 sent yesterday t o N e l l i e Hunter as her separate 

7 property, and N e l l i e Hunter as t r u s t e e of the 

8 Kenneth Hunter t r u s t . 

9 Q. So as p a r t of the p r e p a r a t i o n f o r t h i s 

10 hearing here today, your company obtained r e c e n t l y a 

11 d r i l l i n g opinion? 

12 A. Yes. 

13 Q. Or a t i t l e opinion? 

14 A. Yes. 

15 Q. And these p a r t i c u l a r i n t e r e s t s showed up 

16 f o r the f i r s t time? 

17 A. Yes, they d i d . 

18 Q. Okay. So are we going t o so at t h i s 

19 p o i n t i n time, they have not been given t i m e l y 

20 notice? 

21 A. They have not. 

22 Q. A l l r i g h t . And we intend t o ask f o r a 

23 continuance of the case f o r four weeks so t h a t these 

24 new i n t e r e s t s receive proper n o t i c e of the hearing? 

25 A. Yes. 
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1 Q. Now, w i t h respect t o the remaining 

2 i n t e r e s t s t h a t were involved here, d i d you send a 

3 w e l l proposal l e t t e r t o a l l of these p a r t i e s ? 

4 A. Yes. 

5 Q. Okay. I f I t u r n t o what has been marked 

6 as COG E x h i b i t No. 3, i s t h a t the w e l l proposal t h a t 

7 

8 

was submitted t o the i n t e r e s t owners of record at 

th a t time? 

9 A. Yes. 

10 Q. And does i t c o n t a i n an AFE? 

11 A. Yes. 

12 Q. Are the costs t h a t are r e f l e c t e d on t h i s 

13 AFE, are they consistent w i t h what the company has 

14 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 h o r i z o n t a l wells? 

15 A. Yes. 

16 Q. I f I look, Mr. Scott, on the f i r s t page of 

17 t h i s E x h i b i t No. 3, about halfway down does i t 

18 i d e n t i f y the overhead and the a d m i n i s t r a t i v e costs 

19 f o r t h i s well? 

20 A. Yes, i t ' s $5,450 per d r i l l i n g and $545 f o r 

21 producing r a t e . 

22 Q. And are those the overhead and 

23 a d m i n i s t r a t i v e costs t h a t you are asking t h a t the 

24 d i v i s i o n incorporate i n t o an order f o r t h i s case? 

25 A. Yes. 
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Q. Did the company also i d e n t i f y the leased 

2 mineral i n t e r e s t owners i n the 40-acre t r a c t s 

3 surrounding a proposed non-standard u n i t ? 

4 A. Yes. 

5 Q. Have those i n t e r e s t owners been included 

6 i n the n o t i c e of t h i s hearing? 

7 

8 

A. Yes. 

Q. And i s COG, E x h i b i t No. 4, an a f f i d a v i t 

9 prepared by my o f f i c e w i t h the attached l e t t e r s 

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

11 p a r t i e s ? 

12 A. Yes. 

13 Q. Mr. Scott, were e x h i b i t s 1 through 3 

14 prepared by you or compiled under your d i r e c t i o n and 

15 supervision? 

16 A. Yes. 

17 MR. FELDERWERT: Mr. Examiner, at t h i s 

18 p o i n t I would move the admission i n t o evidence of 

19 COG E x h i b i t s 1 through 4, which includes my 

20 a f f i d a v i t . 

21 HEARING EXAMINER GOETZE: E x h i b i t s 1 

22 through 4 are so entered. 

23 (COG E x h i b i t s 1 through 4 were o f f e r e d and 

24 admitted i n t o evidence.) 

25 Q. (By Mr. Felderwert) Now, Mr. Scott, has 
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1 the company also brought a g e o l o g i s t s here today t o 

2 t e s t i f y i n support of t h i s a p p l i c a t i o n ? 

3 A. Yes. 

4 Q. Okay. But at the completion of t h i s 

5 hearing, do you ask t h a t the matter be continued f o r 

6 four weeks t o allow a d d i t i o n a l n o t i c e or to allow 

7 n o t i c e t o these r e c e n t l y - d i s c o v e r e d estates? 

8 A. Yes. 

9 Q. Okay. Mr. Examiner, t h a t concludes my 

10 examination of t h i s witness. 

11 HEARING EXAMINER GOETZE: Just one 

12 question. On the New Mexico State DOT, they have 

13 the t i t l e , or the deed mineral deed? 

14 THE WITNESS: Yes, they do. 

15 HEARING EXAMINER GOETZE: So there's no 

16 question i t ' s t h e i r s . 

17 THE WITNESS: There's no question i t ' s 

18 t h e i r s , yes. They --

19 HEARING EXAMINER GOETZE: Go ahead. 

20 THE WITNESS: The i n t e n t i s i n question. 

21 HEARING EXAMINER GOETZE:' Well, i t ' s been 

22 brought t o our a t t e n t i o n t h a t DOT i s t r y i n g t o 

23 u t i l i z e some of t h e i r resources, so they have come 

24 t o i n q u i r e , they're t r y i n g t o communicate w i t h them. 

25 No f u r t h e r questions f o r t h i s witness. 
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1 GREG CLARK, 

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

3 EXAMINATION 

4 BY MR. FELDERWERT: 

5 Q. Would you please s t a t e your name and 

6 i d e n t i f y by whom you're employed and i n what 

7 capacity? 

8 A. Greg Clark. I work f o r Concho as a 

9 g e o l o g i s t . 

10 Q. Mr. Clark, have you p r e v i o u s l y t e s t i f i e d 

11 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 

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

13 p u b l i c record? 

14 A. Yes. 

15 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 ? 

16 A. Yes. 

17 Q. And have you conducted a study of the 

18 lands t h a t are the subject of t h i s a p p l i c a t i o n ? 

19 A. I have. 

20 MR. FELDERWERT: At t h i s p o i n t , then, 

21 Mr. Examiner, I would tender Mr. Clark as an expert 

22 witness i n petroleum geology. 

23 HEARING EXAMINER GOETZE: He i s so 

24 q u a l i f i e d . 

25 Q. (By Mr. Felderwert) Mr. Clark, would you 
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1 please t u r n t o COG E x h i b i t No. 5. F i r s t i d e n t i f y j 

2 what i t i s , and then e x p l a i n t o the examiner what i t j 

i 

3 shows. 

4 A. Sure. This i s a r e g i o n a l s t r u c t u r e map on 

5 top of the Paddock formation. As you can see, i t 

6 shows r e g i o n a l d i p t h a t goes from the northwest t o 

7 the southeast, towards the basin. We are on the 

8 sh e l f edge margin of the Delaware basin i n t h i s j 

9 area. j 

10 We have producing f i e l d s t h a t are | 
11 h i g h l i g h t e d i n blue. We also -- i t shows our 

12 acreage and the Sherman 4H10 Fee w e l l t h a t we have 

13 proposed t o d r i l l . We have Paddock Producers i n red 

14 and B l i n e b r y Producers i n blue. 

15 The main purpose of t h i s i s t o show th a t 

16 there i s no major g e o l o g i c a l s t r u c t u r e s t h a t would 

17 keep us from developing t h i s area using the 

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

19 Q. Mr. Clark, were you able t o develop a 

2 0 cross-section f o r t h i s area? 

21 A. Yes. 

22 Q. I f I t u r n t o what has been marked as COG 

23 E x h i b i t No. 6, does i t i d e n t i f y the w e l l s t h a t are 

24 included w i t h i n your cross-section? 

25 A. Yes, i t does. 
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1 Q. One of them includes a w e l l i n Section 4; 

2 i s t h a t r i g h t ? 

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

4 Q. I n your op i n i o n , are these w e l l s 

5 r e p r e s e n t a t i v e of the area? 

6 A. Yes, they are. 

7 Q. I f I then t u r n t o what has been marked as 

8 COG E x h i b i t No. 7, i s t h i s the a c t u a l type logs t h a t 

9 correspond w i t h the w e l l s shown on E x h i b i t No. 6? 

10 A. Yes, they are. 

11 Q. Okay. Would you o r i e n t us and then 

12 e x p l a i n t o the examiner what t h i s shows? 

13 A. Sure. Going from l e f t t o r i g h t would be 

14 the l i n e of s e c t i o n going from the south t o the 

15 northeast i n the t h r e e - w e l l cross-section area. 

16 This i s a gamma ray and neutron density 

17 logs. Gamma ray i s i n the l e f t t r a c t and the 

18 neutron d e n s i t y i s i n the r i g h t t r a c t . You can see 

19 the w e l l -- oh, t h i s i s a s t r a t i g r a p h i c 

20 cross-section. The s t r u c t u r a l component has been 

21 taken out i n order t o show the s t r a t i g r a p h i c 

22 r e l a t i o n s h i p and consistencies i n the area t h a t we 

23 f e e l i s r e p r e s e n t a t i v e of the area. 

24 As you can see, there's s i m i l a r 

25 p o r o s i t i e s ; l og c h a r a c t e r i s t i c s are the same; and 
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1 there i s no b i g t h i c k e n i n g or t h i n n i n g throughout 

2 t h i s area. 

3 The w e l l t o the r i g h t , as you can see i n 

4 the depth t r a c t w i t h the red rectangles i s 

5 i n d i c a t i v e of the p e r f o r a t e d i n t e r v a l w i t h i n the 

6 Paddock t h a t t h a t v e r t i c a l w e l l was completed. 

7 The w e l l i n the middle i s a COG v e r t i c a l 

8 w e l l , excuse me, t h a t has been completed i n the 

9 Bl i n e b r y and has not been completed i n the Paddock. 

10 And then the w e l l t o the l e f t was a COG 

11 p i l o t hole, so t h e r e f o r e we have not completed 

12 anything i n the v e r t i c a l w e l l . 

13 You 111 n o t i c e by the bracket i t i s 

14 re p r e s e n t a t i v e of the l a t e r a l i n t e r v a l i n which we 

15 in t e n d t o land the w e l l and go h o r i z o n t a l . 

16 Q. Mr. Clark, what conclusions have you drawn 

17 from your study? 

18 A. I've concluded t h a t there are no geologic 

19 impediments t h a t would keep us from developing t h i s 

20 area using h o r i z o n t a l w e l l s . I also f e e l t h a t i t 

21 can be e f f i c i e n t l y and e f f e c t i v e l y developed using 

2 2 h o r i z o n t a l w e l l s . And also I f e e l l i k e the w e l l on 

23 average w i l l c o n t r i b u t e more or less e q u a l l y t o the 

24 t o t a l production of the w e l l . 

25 Q. Now, there was testimony t h a t the 
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completed i n t e r v a l f o r t h i s w e l l w i l l comply w i t h 

2 the setback requirements under the d i v i s i o n s rules? 

3 A. Yes. 

4 Q. I f I t u r n t o what has been marked as COG 

5 E x h i b i t No. 8. I s t h i s a w e l l diagram demonstrating 

6 compliance w i t h the setback? 

7 

8 

A. Yes, i t i s . 

Q. I n your o p i n i o n , Mr. Clark, w i l l the 

9 g r a n t i n g of t h i s a p p l i c a t i o n be i n the best i n t e r e s t 

10 of conservation, i n the prevention of waste, and 

11 p r o t e c t i o n of r i g h t s ? 

12 A. Yes. 

13 Q. Were COG E x h i b i t s 5 through 8 prepared by 

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

15 A. Yes, they were. 

16 MR. FELDERWERT: Mr. Examiner, at t h i s 

17 time I would move the admission i n t o evidence of COG 

18 e x h i b i t s 5 through 8. 

19 HEARING EXAMINER GOETZE: E x h i b i t s 5 

20 through 8 are admitted. 

21 (COG E x h i b i t s 5 through 8 were o f f e r e d and 

22 admitted i n t o evidence.} 

23 MR. FELDERWERT: And t h a t concludes my 

24 examination of t h i s witness. 

25 HEARING EXAMINER GOETZE: Very good. A 
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1 few questions, please. E x h i b i t 6. 

2 THE WITNESS: Yes. 

3 HEARING EXAMINER GOETZE: Whose over i n 
4 Section 5 there? 

5 THE WITNESS: That would be COG. 

6 HEARING EXAMINER GOETZE: Okay. Why the 

7 change i n o r i e n t a t i o n at t h i s point? I not i c e t h a t 

8 33 i s n o r t h south, and c e r t a i n l y down i n Section 8 

9 i t ' s n o r t h south; 5 was east west. 

10 I s there some s i g n i f i c a n t reason f o r the 

11 o r i e n t a t i o n change? 

12 A. As you can see, we also d r i l l e d a w e l l 

13 which i s the Sherman 4H t h a t ' s i n the east h a l f of 

14 the s e c t i o n t h a t ' s n o r t h south. And th a t w e l l has 

15 been on l i n e f o r q u i t e a whi l e - _But i n t e r m s of a 

16 maximum h o r i z o n t a l stress d i r e c t i o n , we f e e l t h a t i t 

17 ^ i s n ^ t ^ i n a northwest t o southeast d i r e c t i o n , so 

18 t h e r e f o r e the stand-up or layMown should not have 

19 ŵ w bearing on the completions 

20 HEARING EXAMINER GOETZE: Okay. So i t ' s 

21 more d r i v e n by o p p o r t u n i t y than --

22 THE WITNESS: Yes, s i r . 

23 HEARING EXAMINER GOETZE: than geology 

24 per se. 

25 THE WITNESS: Yes, s i r , land issues and 
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1 t h i n g s of t h a t nature. And then we have done q u i t e 

2 a b i t of signs study out here t o determine SH max, 

3 and we have seen t h a t there i s r e a l l y no d i f f e r e n c e 

4 i n the lay-down versus the stand-up. 

5 HEARING EXAMINER GOETZE: Just one more 

6 question: On the stone w a l l 9 fee, the p i l o t was 

7 d r i l l e d but no i n f o r m a t i o n was a t t a i n e d on the 

8 Paddock, per se. 

9 THE WITNESS: Well, we d r i l l e d the p i l o t 

10 hole t o help us -- we needed a l i t t l e more c o n t r o l 

11 i n the area; we were very l i m i t e d . So we d r i l l e d 

12 the p i l o t hole t o help us get a b e t t e r handle on 

13 where we wanted t o land the h o r i z o n t a l w e l l . So 

14 we've d r i l l e d the h o r i z o n t a l w e l l , and i t 1 s been 

15 completed at t h i s p o i n t . 

16 HE7ARING EXAMINER GOETZE: That one i s i n 

17 Blinebry? 

18 THE WITNESS: No, t h a t ' s i n the Paddock. 

19 HEARING EXAMINER GOETZE: I t ' s i n the 

2 0 Paddock. Okay. 

21 THE WITNESS: Yes, s i r . 

22 HEARING EXAMINER GOETZE: Okay. No other 

23 questions f o r t h i s witness? 

24 Based on the f a c t t h a t you s t i l l have 

25 n o t i f i c a t i o n i n f o r m a t i o n t o provide t o us, we'11 go 
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1 ahead and continue t h i s case u n t i l the A p r i l 3rd 

2 docket, and t h e r e f o r e w e ' l l move on t o the next 

3 case. 

4 MR. FELDERWERT: Thank you, Mr. Examiner. 

5 HEARING EXAMINER GOETZE: Are you stayi n g 

6 up here? 

7 MR. FELDERWERT: I'm st a y i n g up here, yes. 

8 (Proceedings concluded at 8:38 a.m.) 
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