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1 ' (1:48p.m.) 

2 EXAMINER GOETZE: Next case, Case 15150, 

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

4 spacing and p r o r a t i o n u n i t and compulsory pooling, Eddy 

5 County, New Mexico. 

6 C a l l f o r appearances. 

7 MR. RANKIN: Mr. Examiner, Adam Rankin on 

8 behalf of COG. I've got two witnesses today. And I 

9 would c a l l my f i r s t witness, who i s already seated. 

10 EXAMINER GOETZE: Well, l e t ' s have your 

11 second witness stand up and i d e n t i f y themselves and 

12 swear i n . 

13 MR. CLARK: Greg Clark. 

14 (Mr. Clark sworn.) 

15 EXAMINER GOETZE: I assume there are no 

16 other appearances? 

17 You may continue, s i r . 

18 MR. RANKIN: Thank you very much. 

19 JOSEPH SCOTT, 

20 a f t e r having been pr e v i o u s l y 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 

2 3 BY MR. RANKIN: 

24 Q. Mr. Scott, you have been p r e v i o u s l y sworn, and 

25 your c r e d e n t i a l s as an expert i n petroleum land matters 
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1 has been accepted; i s t h a t correct? 

2 A. Yes. 

3 MR. RANKIN: Mr. Examiner, I would ask t h a t 

4 the record r e f l e c t t h a t Mr. Scott's c r e d e n t i a l s as an 

5 expert i n petroleum land matters have previously been 

6 accepted today and made a matter of record. 

7 EXAMINER GOETZE: Very good. So accepted. 

8 Q. (BY MR. RANKIN) Mr. Scott, would you b r i e f l y 

9 explain what COG i s seeking w i t h today's application? 

10 A. We are seeking to create 160-acre spacing and 

11 p r o r a t i o n u n i t i n order to pool the east half-west h a l f 

12 of Section 10, 19 South, 26 East, pooling a l l the 

13 mineral i n t e r e s t owners i n order to dedicate a u n i t f o r 

14 the Bragg 10 Fee 2H. 

15 Q. And i s the proposed p r o r a t i o n u n i t i d e n t i f i e d 

16 i n E x h i b i t Number 1? 

17 A. Yes. I f you look at the yellow, i t i d e n t i f i e s 

18 Concho's acreage. The square box shows the surface-hole 

19 l o c a t i o n . The c i r c l e shows the bottom-hole l o c a t i o n , 

2 0 and the red l i n e i n dicates a south-north o r i e n t a t i o n 

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

22 Q. And has the D i v i s i o n approved s i m i l a r 

23 h o r i z o n t a l spacing u n i t s i n the area? 

24 A. Yes. 

25 Q. And are those i n d i c a t e d on t h i s map as w e l l ? 
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1 A. Yes. 

2 Q. And i n t h i s case, i s there an API number f o r 

3 t h i s w e l l ; do you know? 

4 A. We have -- from my understanding, we have 

5 submitted a p p l i c a t i o n f o r an API, and i t ' s s t i l l i n the 

6 process of being approved. 

7 Q. And i n Section 10, are these lands subj ect t o 

8 t h i s a p p l i c a t i o n ? Are they a l l fee lands? 

9 A. Yes. 

10 Q. Mr. Scott, would you please i d e n t i f y and walk 

11 through what's been marked as E x h i b i t Number 2 f o r the 

12 Hearing Examiner? 

13 A. The p l a t shows the east haIf-west h a l f of the 

14 lands we want t o pool, and the t r a c t s are i d e n t i f i e d on 

15 the p l a t . Ownership i s i d e n t i f i e d below, l i s t i n g each 

16 t r a c t . 

17 On the second page, i t shows the u n i t 

18 working i n t e r e s t s t h a t we seek t o pool. Those p a r t i e s 

19 are the l a s t four on t h i s u n i t working i n t e r e s t , and 

20 they are the h e i r s and devisees of H a t t i e Merchant, 

21 h e i r s or devisees of Wallace Merchant, h e i r s or devisees 

22 of Lon D. Merchant, and the h e i r s or devisees of E l s i e 

23 Merchant. We f e e l we have i d e n t i f i e d a l l the h e i r s or 

2 4 devisees of a l l four of these p a r t i e s , and we have 

25 acquired leases. Out of an abundance of caution, we 
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1 want t o force pool i n t e r e s t s j u s t i n case there i s a 

2 l o n g - l o s t r e l a t i v e t h a t comes forward l a t e r on. 

3 Q. Mr. Scott, these i n t e r e s t s t h a t you 1 re seeking 

4 t o pool today, are they working i n t e r e s t s or r o y a l t y 

5 i n t e r e s t s ? 

6 A. They are mineral i n t e r e s t owners who we have 

7 pooled who we have leased t h e i r h e i r s or devisees. 

8 This i s f o r marketable t i t l e , l i e s c u r r e n t l y due t o 

9 f a i l u r e of proper probate or a good mineral deed or 

10 assignment of i n t e r e s t . 

11 Q. So you 1 re not seeking t o assess production 

12 costs against these i n t e r e s t owners, i s t h a t c o r r e c t , 

13 because of the nature of t h e i r i n t e r e s t ? 

14 A. No. 

15 Q. Did COG provide n o t i c e of these -- of t h i s 

16 a p p l i c a t i o n t o the leaseholders [ s i c ] you are seeking t o 

17 pool? 

18 A. Yes. 

19 Q. I s t h a t i n d i c a t e d i n E x h i b i t Number 4? 

20 A. Yes. 

21 Q. And does E x h i b i t Number 4 include an a f f i d a v i t 

22 from your attorney i n d i c a t i n g t h a t n o t i c e was provided 

23 i n accordance w i t h D i v i s i o n rules? 

24 A. Yes. 

25 Q. And inc luded i n t h a t e x h i b i t i s a l i s t o f a l l 
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1 the p a r t i e s who received notice? 

2 A. Yes. 

3 Q. And a sample l e t t e r p r o v i d i n g notice t o those 

4 pa r t i e s ? 

5 A. Yes. 

6 Q. Does t h a t include as w e l l a l e t t e r t h a t went 

7 out to the o f f s e t i n t e r e s t owners surrounding the 

8 proposed p r o r a t i o n u n i t ? 

9 A. Yes. 

10 Q. As w e l l as a l i s t of -- a copy of a l l the 

11 c e r t i f i e d receipts? 

12 A. Yes. 

13 Q. I see i n our e x h i b i t packet, we a c t u a l l y 

14 included the we11-proposal l e t t e r s t h a t were sent out 

15 w i t h t h i s w e l l , i s t h a t c o r r e c t , E x h i b i t Number 4? I'm 

16 sorry. E x h i b i t Number 3, stepping back one. 

17 A. Yes, i t i s . 

18 Q. So I guess f o r the record we might as w e l l --

19 maybe go ahead and walk through t h a t . Does t h i s AFE --

20 does t h i s w e l l proposal include an estimate f o r costs as 

21 w e l l f o r the well? 

22 A. I t does not -- oh, estimated costs f o r the 

23 well? Yes, i t does. 

24 Q. And does the AFE include an estimate f o r 

25 overhead and a d m i n i s t r a t i v e costs while d r i l l i n g the 
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1 w e l l and also f o r while producing the well? 

2 A, No, i t doesn't. We have a l l the working 

3 i n t e r e s t owners already corruriitted t o t h i s w e l l . They' ve 

4 agreed t o the overhead costs. That i s attached t o the 

5 COPAS of the operating agreement signed by a l l committed 

6 p a r t i e s -- a l l committed working i n t e r e s t owners. 

7 Q. So a l l the working i n t e r e s t owners have already 

8 agreed t o a l l the costs, and t h a t ' s a l l covered by the 

9 agreement? 

10 A. Yes. 

11 Q. And E x h i b i t Number 5, Mr. Scott, i s t h a t a copy 

12 of the Notice of P u b l i c a t i o n t h a t i d e n t i f i e d a l l the 

13 h e i r s and devisees t h a t you're seeking t o pool? 

14 A. Yes. 

15 Q. And t h a t was published i n the A r t e s i a Daily 

16 Press? 

17 A. Yes. 

18 Q. Mr. Scott, were E x h i b i t s 1 through 5 prepared 

19 by you or under your d i r e c t supervision? 

20 A. Yes. 

21 MR. RANKIN: Mr. Examiner, I would move t o 

22 admit E x h i b i t s 1 through 5 f o r the record. 

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

24 admitted. 

25 (COG O p e r a t i n g , I n c . E x h i b i t Number 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. RANKIN: I have no f u r t h e r questions. 

4 Pass the witness. 

5 EXAMINER GOETZE: Very good. 

6 CROSS-EXAMINATION 

7 BY EXAMINER GOETZE: 

8 Q. So b a s i c a l l y we're lookin g at an estate l o s t i n 

9 probate court, mineral i n t e r e s t s , so we're j u s t going t o 

10 be pooling those f o l k s under t h i s order? 

11 A. Yes. 

12 Q. Okay. Very good. That's my only question. 

13 EXAMINER GOETZE: I'm done w i t h t h i s 

14 witness. 

15 THE WITNESS: Thank you. 

16 MR. RANKIN: Mr. Greg Clark. 

17 GREG CLARK, 

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

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

20 DIRECT EXAMINATION 

21 BY MR. RANKIN: 

22 Q. Mr. Clark, would you please s t a t e your f u l l 

23 name f o r the record? 

24 A. Greg Clark. 

25 Q. And by whom are you employed? 
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1 A. Concho. 

2 Q. And i n what capacity? 

3 A. Petroleum g e o l o g i s t . 

4 Q. And have you previously t e s t i f i e d before the 

5 Division? 

6 A. I have. 

7 Q. And have you had your c r e d e n t i a l s as an expert 

8 i n petroleum geology accepted and made a matter of 

9 record? 

10 A. Yes. 

11 MR. RANKIN: Mr. Examiner, I would tender 

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

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

14 also know him as Mr. Paddock, so 

15 MR. RANKIN: He's making a name f o r himself 

16 ( l a u g h t e r ) . 

17 EXAMINER GOETZE: Yes, he i s . 

18 THE WITNESS: Thank you (l a u g h t e r ) . 

19 Q. (BY MR. RANKIN) Mr. Clark, have you conducted a 

2 0 study of the lands t h a t are subject t o t h i s a p p lication? 

21 A. I have. 

22 Q. W i l l you please review f o r the Examiner your 

23 analysis of the geology and the lands t h a t are subject 

24 to t h i s a pplication? 

25 A. Yes. 
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1 Q. E x h i b i t 6, i s t h a t — please review f o r the 

2 Examiner what i s depicted i n E x h i b i t 6. 

3 A. I w i l l . This i s a regi o n a l s t r u c t u r e map on 

4 top of the Paddock. We have producing f i e l d s t h a t are 

5 produced i n the Paddock handle [ s i c ] or the Blinebry, 

6 are h i g h l i g h t e d i n the blue boxes wit h the black t e x t . 

7 You'11 see t h a t Concho 1s acreage i s i n yellow, and i n 

8 red i s the Bragg 10 Fee #2H i n which we inte n d t o d r i l l 

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

10 The o v e r a l l s t r u c t u r a l component t h a t 

11 you'11 see i s a northwest t o southeast dipping 

12 s t r u c t u r e . As y o u ' l l see, there are no major f o l d s , 

13 f a u l t s or geologic impediments t h a t would keep us from 

14 d r i l l i n g t h i s w e l l w i t h a f u l l - s e c t i o n h o r i z o n t a l . And 

15 also Paddock producers are h i g h l i g h t e d i n red, and 

16 Blinebry producers are h i g h l i g h t e d i n blue. And the 

17 contour i n t e r v a l i s 25 f e e t w i t h every 250 f e e t bolded. 

18 Q. And, Mr. Clark, what does E x h i b i t Number 7 

19 show? 

20 A. This i s a map w i t h the same area w i t h the 

21 s t r u c t u r e taken o f f . The i n t e n t i s to show the l i n e of 

22 section which w i l l be the next e x h i b i t . The l i n e of 

23 section goes from A t o A prime, which i s from a 

2 4 south-to-north d i r e c t i o n . We've included these w e l l s so 

25 they would cover the area i n which we in t e n d t o d r i l l 
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1 the Bragg 10 Fee #2H, and we f e e l these wells are 

2 re p r e s e n t a t i v e of the area i n which we have mapped. 

3 Q. And do you have an e x h i b i t showing the ac t u a l 

4 cross section? 

5 A. Yes, I do. 

6 Q. I s t h a t E x h i b i t Number 8? 

7 A. Yes. 

8 Q. Can you review f o r the Examiner what t h a t 

9 shows? 

10 A. I w i l l . This i s a s t r a t i g r a p h i c cross section 

11 w i t h the datum being f l a t t e n e d on top of the Paddock. 

12 The s t r u c t u r a l component has been taken out i n order t o 

13 show the s t r a t i g r a p h i c r e l a t i o n s h i p between the wells i n 

14 the area. That' s also covering -- represent the area i n 

15 which we inte n d t o d r i l l the h o r i z o n t a l w e l l i n question 

16 here today. 

17 You'11 see t h a t the gamma ray, which i s i n 

18 the l e f t t r a c k of the logs, and then the p o r o s i t y logs, 

19 neutron and de n s i t y area, i n the r i g h t t r a c k are very 

20 s i m i l a r i n terms of c h a r a c t e r i s t i c s . There i s no major 

21 t h i c k e n i n g or t h i n n i n g i n the s t r a t i g r a p h i c nature of 

22 t h i s i n t e r v a l , so we f e e l t h a t a l l of these w e l l s are 

23 r e p r e s e n t a t i v e of the area i n which we inte n d to d r i l l 

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

25 Y o u ' l l see on the l e f t l o g , we have the 
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1 l a t e r a l i n t e r v a l defined. That's where we inte n d t o 

2 land, of the l a t e r a l i n the Paddock. And the w e l l on 

3 the r i g h t , y o u ' l l see t h a t there i s the red polygon 

4 w i t h i n the depth t r a c k . That represents a p e r f o r a t e d 

5 i n t e r v a l i n t h a t v e r t i c a l w e l l t h a t has been produced 

6 from the Paddock. 

7 The other two wells on the l e f t and the 

8 w e l l i n the middle, the Bragg 10 Fee IH p i l o t hole and 

9 the Lee 3 Fee 6H p i l o t holes, were, as stated, p i l o t 

10 holes f o r the h o r i z o n t a l wells which we d r i l l e d . 

11 Therefore, they would not have been completed i n the 

12 Paddock. 

13 Q. And what conclusions have you drawn about the 

14 a b i l i t y of a h o r i z o n t a l w e l l i n t h i s proposed p r o r a t i o n 

15 u n i t ? 

16 A. We do not see g e o l o g i c a l l y any impediments t h a t 

17 would keep us from d r i l l i n g and developing t h i s area 

18 using f u l l - s e c t i o n h o r i z o n t a l . We also f e e l t h a t a 

19 h o r i z o n t a l w e l l w i l l e f f i c i e n t l y and economically be 

20 v i a b l e , and t h a t each 4 0 i n t h i s nonstandard u n i t w i l l , 

21 on average, produce more or less equally t o the t o t a l 

22 production of the w e l l . 

23 Q. And, Mr. Clark, i s i t your opinion t h a t the --

2 4 i s i t a f a c t t h a t the proposed w e l l w i l l be located 

2 5 w i t h i n the 330 setbacks provided? 
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1 A. Yes. Yes. 

2 Q. Is t h a t demonstrated or depicted i n E x h i b i t 

3 Number 9? 

4 A. Yes, i t i s . 

5 Q. I n your opinion, Mr. Clark, w i l l the grant i n g 

6 of COG'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 of 

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

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

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

10 MR. RANKIN: Mr. Examiner, I would ask t h a t 

11 E x h i b i t s -- l e t me get the cor r e c t numbers here -- 6 

12 through 9 be admitted i n t o the record. 

13 EXAMINER GOETZE: Ex h i b i t s 6 through 9 are 

14 entered as e x h i b i t s i n t o the record. 

15 (COG Operating, Inc. Ex h i b i t Number 6 

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

17 evidence.) 

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

19 t h i s witness. 

20 CROSS-EXAMINATION 

21 BY EXAMINER GOETZE: 

22 Q. As usual, your presentation i s quite thorough 

23 and to the p o i n t . I have very few questions. I am j u s t 

24 i n t e r e s t e d -- and i t ' s not r e a l l y p e r t i n e n t to t h i s 

25 case. You f o l k s d r i l l e d two p i l o t s down i n t o the 
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1 B l i n e b r y . Did you get anything s i g n i f i c a n t , worthwhile 

2 t o look at? 

3 A. Yes. The purpose of where we TD'd those p i l o t 

4 holes was i n reference t o an operating agreement t h a t we 

5 had worked out w i t h other people, or t h e r e f o r e we would 

6 have probably d r i l l e d them deeper. But t h a t was to the 

7 l i m i t of where -- i n essence, where our r i g h t s were, so, 

8 you know, we were d r i l l i n g j u s t to evaluate as good as 

9 we could the whole s e c t i o n . 

10 Q. Very good. I j u s t wanted to see what was down 

11 below, i f i t was something worthwhile chasing, but w e ' l l 

12 leave t h a t f o r another day. 

13 A. Yes, s i r . 

14 EXAMINER GOETZE: I have no f u r t h e r 

15 questions f o r t h i s witness. 

16 MR. RANKIN: Thank you, Mr. Examiner. No 

17 f u r t h e r witnesses i n t h i s case. 

18 EXAMINER GOETZE: And on t h a t note, Case 

19 15150 i s taken under advisement. 

20 (Case Number 15150 concludes, 2:02 p.m.) 

21 

2 2 Wooy c«'!iK- ih<i! the foregoing t; 
23 • «9fl\rt«ie r,:ccr,1 of f.ho proceedings in 

toe examiner h sarin g ©f Case No, /£ /5 fo 

24 
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