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1 EXAMINER BROOKS: We're back on the 

2 record. You said you were going t o consolidate these 

3 cases. Do you want me t o c a l l them a l l ? 

4 MR. HALL: Yes, please. 

5 EXAMINER BROOKS: Okay. At t h i s time 

6 w e ' l l c a l l Case Number 14490, a p p l i c a t i o n of COG 

7 Operating, LLC, f o r compulsory p o o l i n g , Lea County, New 

8 Mexico; Case Number 14491, a p p l i c a t i o n of COG Operating, 

9 LLC, f o r compulsory p o o l i n g , Lea County, New Mexico; Case 

10 Number 14492, a p p l i c a t i o n of COG Operating, LLC, f o r 

11 compulsory p o o l i n g , Lea County, New Mexico; and Case 

12 Number 14493, a p p l i c a t i o n of COG Operating, LLC, f o r 

13 compulsory p o o l i n g , Lea County, New Mexico. 

14 C a l l f o r appearances. 

15 MR. HALL: Mr. Examiner, Scott H a l l , w i t h 

16 the Montgomery & Andrews Law Firm, Santa Fe, appearing on 

17 behalf of the a p p l i c a n t , COG Operating, LLC. We have one 

18 witness t h i s afternoon. 

19 EXAMINER BROOKS: Okay. And you're moving 

20 t o consolidate a l l of the cases f o r purposes of t h i s 

21 hearing? 

22 MR. HALL: Yes, s i r , so moved. 

23 EXAMINER BROOKS: Cases 14490, 14491, 

24 14492, and 14493 w i l l be consolidated f o r purposes of 

2 5 hearing. 
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1 The witness w i l l need t o be sworn. State your j 

2 name, please. I 

3 MR. READY: Robert Ready. I 

4 EXAMINER BROOKS: Please swear the ! 

5 witness. ! 

6 (One witness was sworn.) 1 

7 EXAMINER BROOKS: You may proceed, Mr. | 
1 

8 
1 

H a l l . | 

9 J. ROBERT READY 

10 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 : 

11 DIRECT EXAMINATION J 

12 BY MR. HALL: I 

13 Q. Mr. Ready, where do you l i v e and by whom are 

14 you employed? 

15 A. Midland, Texas. COG Operating, LLC. 

16 Q. What do you do f o r COG? ' 

17 A. I'm a senior landman f o r COG. 

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

19 d i v i s i o n and had your c r e d e n t i a l s as a landman accepted 

20 as a matter of record? 

21 A. I have. ! 

22 Q. You are f a m i l i a r w i t h the f o u r a p p l i c a t i o n s i n j 

23 these consolidated cases and the lands involved? 

24 A. I am. j 

25 MR. HALL: Okay. At t h i s p o i n t , 
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1 Mr. Examiner, we'd o f f e r Mr. Ready as an expert petroleum 

2 landman. 

3 EXAMINER BROOKS: So q u a l i f i e d . 

4 Q. (By Mr. H a l l ) Would you please e x p l a i n t o the 

5 hearing Examiner what we're seeking here today? 

6 A. We're seeking a p o o l i n g of the unleased 

7 mineral i n t e r e s t s and uncommitted leasehold i n t e r e s t s 

8 under the fo u r spacing u n i t s described t o the i n t e r v a l 

9 from the base of the u n i t i z e d Maljamar Grayburg Un i t t o 

10 the top of the Abo formation. 

11 Q. Let's look at E x h i b i t 1. Does E x h i b i t 1 

12 describe the spacing u n i t s f o r each of the w e l l s and show 

13 the w e l l l o c a t i o n s ? 

14 A. I t does. I t describes the 40-acre spacing 

15 u n i t s and has the footage of each l o c a t i o n posted. 

16 Q. For the record, could you s t a t e the s e c t i o n 

17 s u b d i v i s i o n s and a t t r i b u t e the w e l l names t o each of 

18 those subdivisions? 

19 A. The Taylor D Number 2 i s lo c a t e d i n the 

20 northwest of the southeast of Section 9. The Number 3 i s 

21 l o c a t e d i n the southwest of the northeast of Section 9, 

22 the Number 4, i n the southeast of the northeast of 

23 Section 9, and the Number 5 i n the northeast/southeast of 

24 Section 9, a l l i n Township 17 South, Range 32 East. 

25 Q. And COG i s asking f o r the p o o l i n g of a l l 
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1 formations developed on a 40-acre spacing basis below the 

2 base of the Maljamar Grayburg U n i t ; i s t h a t r i g h t ? 

3 A. From t h a t depth t o the top of the Abo 

4 formation. 

5 Q. And your primary o b j e c t i v e is? 

6 A. The Yeso formation. 

7 Q. Let's look at E x h i b i t 2. And i f you would 

8 t e l l us, what i s t h i s ? 

9 A. E x h i b i t 2 i s the w e l l proposal, which was made 

10 t o the uncommitted owners. I t ' s i d e n t i c a l f o r each and 

11 every owner. 

12 Q. Why don't you say f o r the record -- i d e n t i f y 

13 each of those owners and t h e i r ownership percentages. 

14 A. The uncommitted owners are RAM Energy, I nc., 

15 owning a 12.3 75 percent unleased mineral i n t e r e s t ; The 

16 Trust Company of Kansas and Clyde D e l l Graeber, 

17 co-trustees, owning a 6.25 percent unleased mineral 

18 i n t e r e s t ; T r i a d Energy Corporation, owning a 3.125 

19 percent unleased mineral i n t e r e s t ; Range Operating New 

20 Mexico, Inc., owning a 0.125 percent unleased mineral 

21 i n t e r e s t ; and Chevron USA, Inc., owning a 3.125 percent 

22 uncommitted leasehold working i n t e r e s t . 

23 Q. I s the uncommitted ownership i n each of these 

24 40-acre spacing u n i t s the same? 

25 A. Yes. I t ' s uniform through the e n t i r e 160-acre 
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1 comprising the f o u r 40-acre spacing u n i t s . 

2 Q. I s E x h i b i t 2 a c o m p i l a t i o n of COG's o r i g i n a l 

3 w e l l proposal l e t t e r s t o each of those uncommitted 

4 i n t e r e s t owners? 

5 A. Yes. 

6 Q. How long has COG had i t s i n t e r e s t i n Section 

7 9? 

8 A. Since March of 2009. I t was p a r t of a l a r g e r 

9 t r a n s a c t i o n . 

10 Q. Are these w e l l s a l l permitted? 

11 A. These w e l l s are a l l p e r m i t t e d . 

12 Q. When were the permits f i l e d ? 

13 A. Between May and J u l y of 2009. 

14 Q. What percentage do you have committed t o the 

15 w e l l s now? 

16 A. 75 percent. 

17 Q. You're asking the D i v i s i o n t o j o i n the 

18 unpooled mineral i n t e r e s t s and the one working i n t e r e s t 

19 i n each of the wells? 

2 0 A. Yes. 

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

22 r i s k p e n a l t y against those uncommitted i n t e r e s t s ? 

23 A. Yes. 

24 Q. Does COG seek t o be designated operator of the 

25 well? 
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1 A. Yes. 

2 Q. Let's look at the next few e x h i b i t s . What i s 

3 E x h i b i t 3? 

4 A. E x h i b i t 3 i s an email sent c o n t a i n i n g the 

5 proposal l e t t e r t h a t was also sent by Federal Express 

6 t r a n s m i t t i n g the proposal, the AFEs f o r a l l w e l l s , and an 

7 op e r a t i n g agreement f o r the w e l l s . 

8 Q. And i n t h i s p a r t i c u l a r instance, E x h i b i t 3 i s 

9 addressed t o whom? 

10 A. I t ' s addressed t o T u l l y Davis, Vice President 

11 of RAM Energy, Inc. 

12 Q. I s E x h i b i t 3 a c o m p i l a t i o n of the 

13 communications you have had -- w r i t t e n communications you 

14 have had w i t h Mr. Davis, RAM Energy? 

15 A. With Mr. Davis and others at RAM Energy. 

16 Q. And l e t ' s look at E x h i b i t 4. I d e n t i f y t h a t , 

17 please. 

18 A. E x h i b i t 4 i s an email t r a n s m i t t i n g the w e l l 

19 proposal, AFEs, and ope r a t i n g agreement t o Mr. Mike 

2 0 Goldak, Trust O f f i c e r f o r the Trust Company of Kansas, 

21 conveying again the w e l l proposal, AFEs, and operating 

22 agreement f o r the Trust Company of Kansas and Clyde D e l l 

23 Graeber, co-trustees. 

24 Q. And E x h i b i t 5? 

25 A. Email t o Sam Bradshaw, President of T r i a d 
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1 Energy, t r a n s m i t t i n g the w e l l proposal, AFEs, and 

2 ope r a t i n g agreement t o Tr i a d , and the w r i t t e n 

3 communications a f t e r t h a t time. 

4 Q. And E x h i b i t 6, please? 

5 A. Email t o Bobby Ebeier, Senior Landman of Range 

6 Operating New Mexico, Inc., t r a n s m i t t i n g the w e l l 

7 proposals, the AFEs, and the ope r a t i n g agreement. 

8 Q. And f i n a l l y , E x h i b i t 7? 

9 A. Email t o Kevin Stubbs, a landman w i t h Chevron 

10 USA, Inc., t r a n s m i t t i n g the w e l l proposals, AFEs, and 

11 o p e r a t i n g agreement t o Chevron. 

12 Q. Now, i n a d d i t i o n t o the e l e c t r o n i c and w r i t t e n 

13 communications you had w i t h each of these i n t e r e s t 

14 owners, were there also telephonic conversations w i t h 

15 them? 

16 A. I have communicated w i t h a l l of these p a r t i e s 

17 by telephone numerous times. 

18 Q. As of today, you do not have a f i r m w r i t t e n 

19 agreement i n hand from each of these i n t e r e s t owners? 

2 0 A. We do not have a w r i t t e n agreement i n hand f o r 

21 these owners. The s t a t u s , i f you'd l i k e t o hear i t --

22 Q. B r i e f l y . 

23 A. RAM Energy, I n c . , appears - - i s i n t e r e s t e d i n 

24 e n t e r i n g i n t o an o i l and gas lease . We're c o n t i n u i n g t o 

25 n e g o t i a t e w i t h them on t h a t and w i l l do so a f t e r the 
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1 hearing and order. 

2 The Trust Company of Kansas also has expressed 

3 a stron g i n t e r e s t i n l e a s i n g , and we're close t o 

4 agreement th e r e . I t i s not f i n i s h e d . We w i l l continue 

5 those n e g o t i a t i o n s a f t e r the hearing and order. 

6 T r i a d Energy Corporation has agreed t o the 

7 terms and form of o i l and gas lease, and we're i n the 

8 process of c l o s i n g t h a t t r a n s a c t i o n . I t i s not closed at 

9 t h i s time. 

10 Range Operating New Mexico, Inc., we have 

11 agreed t o basic terms t o purchase t h e i r small mineral 

12 i n t e r e s t i n the subject lands and depths, and w e ' l l 

13 continue t h a t e f f o r t . 

14 And Chevron USA, Inc., has i n d i c a t e d t h e i r 

15 d e s i r e t o p a r t i c i p a t e i n the w e l l s . They have signed 

16 AFEs f o r each of the w e l l s . We are n e g o t i a t i n g an 

17 o p e r a t i n g agreement w i t h them. That's ongoing. We hope 

18 t o conclude t h a t . 

19 Q. Let's look at E x h i b i t 8. Would you i d e n t i f y 

20 t h a t , please? 

21 A. E x h i b i t 8 i s r e p r e s e n t a t i v e excerpts from the 

22 o p e r a t i n g agreement submitted t o a l l the p a r t i e s . The 

23 o p e r a t i n g agreement submitted t o each was i d e n t i c a l . 

24 Q. This went t o the i n t e r e s t owners w i t h your May 

25 7th l e t t e r ? 
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1 A. Correct. 

2 Q • Look at E x h i b i t 9 and i d e n t i f y those, please. 

3 A. These are the d e t a i l e d cost estimates, the 

4 AFEs f o r the Taylor D2, the Taylor D3, the Taylor D4, and 

5 Taylor D5 The costs are i d e n t i c a l . The cost t o casing 

6 p o i n t i n each i s $688,000. The completion costs a f t e r 

7 casing p o i n t , $963,000. The t o t a l AFE amount, 

8 $1,650,000, i d e n t i c a l f o r a l l of the w e l l s . 

9 Q. And the AFEs f o r each of the w e l l s went w i t h 1 

10 your May 7th w e l l proposal l e t t e r t o each of the i n t e r e s t 

11 owners, as well? 

12 A. They d i d . 

13 Q. As t o the i n t e r v a l s you seek t o pool, does the 

14 ownership d i f f e r ? 

15 A. No. The ownership i s common throughout the j 

16 160 acres i n question and throughout t h a t i n t e r v a l . 

17 Q. So i t ' s the same through a l l depths? 

18 A. I t ' s the same through a l l depths. 

19 Q. Below the u n i t ? 

20 A. Correct. 

21 Q. A l l r i g h t . 1 

22 A. I t ' s the same through the i n t e r v a l being j 

23 pooled. 

24 Q. Okay. Back t o your AFE costs. Have you 

25 determined whether or not these costs are i n l i n e w i t h 
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1 what other operators are charging f o r s i m i l a r w e l l s i n 

2 the area? 

3 A. Yes, they are. Possibly lower. 

4 Q. What are your estimates of the overhead costs 

5 w h i l e d r i l l i n g and producing the well? 

6 A. The d r i l l i n g w e l l overhead, $5,500 per month. 

7 The producing w e l l overhead r a t e , $500 per month per 

8 w e l l . 

9 Q. Are those costs i n l i n e ? 

10 A. Yes, they are. 

11 Q. Are you asking f o r these costs t o be included 

12 i n the order t h a t may r e s u l t from t h i s hearing? 

13 A. Yes, we are. 

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

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

16 producing overhead r a t e s i n accordance w i t h the cu r r e n t 

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

18 A. Yes, we do. 

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

20 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, 

21 prevention of waste, 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 ? 

22 A. Yes, we do. There's been no new d r i l l i n g 

23 commenced on these lands since 1965. The w e l l s we 

24 propose t o d r i l l w i l l penetrate depths t h a t have not been 

25 penetrated by a w e l l p r e v i o u s l y . The t o t a l depth d r i l l e d 
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1 i n any p r i o r w e l l was approximately 4,200 f e e t . T o t a l 

2 depth i n our w e l l s i s approximately 7,000 f e e t . 

3 Q. Does COG have an e x p i r i n g i n t e r e s t or a 

4 deadline t h a t 1 s at work here? 

5 A. We do. We have a spud commitment of J u l y 9th. 

6 We're working t o o b t a i n an extension of t h a t . We do not 

7 have i t i n hand, and i t ' s u n c e r t a i n whether we w i l l be 

8 able t o get t h a t . 

9 Q. I s COG requesting the Examiner enter an 

10 expedited order i n t h i s circumstance? 

11 A. We do request an expedited order. 

12 Q. Were E x h i b i t s 1 through 9 prepared by you and 

13 at your d i r e c t i o n ? 

14 A. Yes, they were. 

15 MR. HALL: At t h i s p o i n t , Mr. Examiner, 

16 we'd also o f f e r E x h i b i t 10, which i s our n o t i c e 

17 a f f i d a v i t . That concludes our d i r e c t of t h i s witness. 

18 I f I might provide you w i t h a copy of the 

19 p r o v i s i o n from the u n i t agreement which describes the 

20 u n i t i z e d formation, which you may care t o r e f e r t o of 

21 course i n d r a f t i n g an order. 

22 EXAMINER BROOKS: Okay. 

23 EXAMINATION 

24 BY EXAMINER BROOKS: 
25 Q. This u n i t i z e d formation, what i s i t s r e l a t i o n 
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1 t o the o b j e c t i v e of t h i s well? 

2 A. I t ' s shallower. 

3 Q. Okay. So when you s a i d something about i t was 

4 from the base of the Maljamar Grayburg, t h i s i s what 

5 they're describing? 

6 A. That i s the d e f i n i t i o n of the u n i t i n t e r v a l i n 

7 the Maljamar Grayburg, and we're p o o l i n g t o depths below 

8 t h a t down t o the top of the Abo. 

9 Q. What are the overhead r a t e s you're asking f o r ? 

10 A. D r i l l i n g r a t e , $5,500 per w e l l per month, 

11 producing w e l l r a t e , $550 per w e l l per month. 

12 EXAMINER BROOKS: Okay. Did you get green 

13 cards back from when you mailed the hearing n o t i c e s t o 

14 the people? 

15 MR. HALL: We d i d . We got f u l l response, 

16 and the o r i g i n a l s are w i t h the co u r t r e p o r t e r . 

17 EXAMINER BROOKS: No unlocated i n t e r e s t s ? 

18 MR. HALL: No. 

19 EXAMINER BROOKS: J u s t t he se p e o p l e t h a t 

2 0 you c o r r e s p o n d e d w i t h ? 

21 THE WITNESS: T h a t ' s c o r r e c t 

22 MR. HALL: C o r r e c t . 

2 3 EXAMINER BROOKS: Okay. I guess t h a t ' s 

24 a l l I have . 

25 M r . W a r n e l l ? 
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1 MR. HALL: I should move the admission of 

2 the e x h i b i t s . 

3 EXAMINER BROOKS: E x h i b i t s 1 through 10 

4 are admitted. 

5 ( E x h i b i t s 1 through 10 were admitted.) 

6 EXAMINATION 

7 BY EXAMINER WARNELL: 

8 Q. The only question I have I t h i n k i s the 

9 operator. You want the operator t o be COG Operating, 

10 LLC? 

11 A. Correct. 

12 EXAMINER WARNELL: No more questions. 

13 EXAMINER BROOKS: Okay. 

14 MR. HALL: That concludes our case. Thank 

15 you very much. 

16 EXAMINER BROOKS: Then Cases 14490, 14491, 

17 14492, and 14493 w i l l be taken under advisement. This 

18 hearing w i l l stand adjourned. 
19 * * * 

20 

2 1 
1 <iO frfi.' -.•:•/ • • r'- - -.': 

• ' - ' < ••••• = <!«M t-gomg IS 

25 
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12 a t t o r n e y s i n t h i s case and t h a t I have no i n t e r e s t 

13 whatsoever i n t h e f i n a l d i s p o s i t i o n o f t h i s case i n any 

14 c o u r t . 

15 WITNESS MY HAND t h i s 2 3 r d day o f June, 2 010. 
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