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WHEREUPON, the f o l l o w i n g proceedings were had a t 

11:54 a.m.: 

EXAMINER STOGNER: This hearing w i l l come t o 

order. I ' l l c a l l next case, Number 11,465. 

MR. CARROLL: A p p l i c a t i o n of Cobra O i l and Gas 

Corporation f o r a u n i t agreement, Lea County, New Mexico. 

EXAMINER STOGNER: C a l l f o r appearances. 

MR. CARR: May i t please the Examiner, my name i s 

Wi l l i a m F. Carr w i t h the Santa Fe law f i r m Campbell, Carr 

and Berge. 

We represent Cobra O i l and Gas Corporation i n 

t h i s matter, and I have two witnesses. 

Mr. Examiner, we would request a t t h i s time t h a t 

t h i s case be consolidated w i t h the f o l l o w i n g case, also an 

A p p l i c a t i o n of Cobra, f o r an unorthodox l o c a t i o n f o r the 

one w e l l t h a t w i l l be d r i l l e d i n the proposed u n i t . 

EXAMINER STOGNER: Are there any appearances i n 

Case 11,465 or the other one, 11,466? 

Okay, i n t h a t case I ' l l c a l l Case Number 11,466 

at t h i s time. 

MR. CARROLL: A p p l i c a t i o n of Cobra O i l and Gas 

Corporation f o r an unorthodox o i l w e l l l o c a t i o n , Lea 

County, New Mexico. 

EXAMINER STOGNER: Both matters w i l l be 

consolidated f o r purposes of the testimony, and w i l l the 
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witnesses please stand t o be sworn? 

(Thereupon, the witnesses were sworn.) 

MR. CARR: At t h i s time, Mr. Stogner, we would 

c a l l Mr. Charles House. 

CHARLES HOUSE, 

the witness herein, a f t e r having been f i r s t duly sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e your name f o r the record, please? 

A. Charles House. 

Q. Mr. House, where do you reside? 

A. Midland, Texas. 

Q. By whom are you employed? 

A. I'm an independent petroleum landman, c u r r e n t l y 

under c o n t r a c t t o Cobra O i l and Gas Corp. 

Q. Have you pr e v i o u s l y t e s t i f i e d before t h i s 

D i v i s i o n ? 

A. No, I have not. 

Q. Could you b r i e f l y summarize your educational 

background and work experience f o r the Examiner? 

A. I've been an independent landman f o r 19 years. 

I'm a member of the American Association of Petroleum 

Landman and a c e r t i f i e d p r o f e s s i o n a l landman by t h a t 

o r g a n i z a t i o n . 
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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 s f i l e d i n 

each of these consolidated cases? 

A. Yes, I am. 

Q. And are you f a m i l i a r w i t h the proposed Lewis Uni t 

and the proposed State 3 Com Number 1 well? 

A. Yes, I am. 

MR. CARR: Mr. Stogner, we tender Mr. House as an 

expert witness i n petroleum land matters. 

EXAMINER STOGNER: Mr. House i s so q u a l i f i e d . 

Q. (By Mr. Carr) Could you b r i e f l y s t a t e what Cobra 

O i l and Gas Corporation seeks w i t h these A p p l i c a t i o n s ? 

A. The approval of the Lewis u n i t and approval of 

the unorthodox l o c a t i o n f o r the State Com Number 1 w e l l — 

State 3 Com Number 1. 

Q. And what i s the proposed l o c a t i o n f o r the State 3 

Com Number 1 well? 

A. 675 f e e t from the south l i n e and 114 f e e t from 

the west l i n e of Section 3, Township 10 South, Range 36 

East, Lea County. 

Q. Mr. House, have you prepared c e r t a i n e x h i b i t s f o r 

pr e s e n t a t i o n i n t h i s case? 

A. Yes, I have. 

Q. Could you r e f e r t o what has been marked as Cobra 

E x h i b i t Number 1, i d e n t i f y t h i s and review i t f o r Mr. 

Stogner? 

STEVEN T. BRENNER, CCR 
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A. This i s a land p l a t we prepared p r i m a r i l y t o show 

the acreage involved, the u n i t o u t l i n e d i n the proposed 

l o c a t i o n . 

Q. Can you exp l a i n the status of the land i n each of 

the two t r a c t s being u n i t i z e d ? 

A. Both t r a c t s are s t a t e lands. 

Q. Do they have the same b e n e f i c i a r y i n s t i t u t i o n s 

under each of those t r a c t s ? 

A. Yes, they do. 

Q. Both of them are the New Mexico School of Mines? 

A. That i s c o r r e c t . 

Q. Now, there are other w e l l s shown on t h i s e x h i b i t 

o f f s e t t i n g the proposed u n i t ; i s t h a t c o r r e c t ? 

A. That i s c o r r e c t . 

Q. W i l l Cobra c a l l a g e o l o g i c a l witness t o review 

the s t a t u s of the o f f s e t t i n g production — 

A. Yes. 

Q. - - i n the area? 

Can you i d e n t i f y what has been marked as Cobra 

E x h i b i t Number 2? 

A. That i s a s t a t e form u n i t agreement. 

Q. Does t h i s agreement on Schedule B show the s t a t u s 

of the ownership of the acreage and the t r a c t s which have 

been u n i t i z e d ? 

A. Yes, i t does. 

STEVEN T. BRENNER, CCR 
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Q. I t shows both the working i n t e r e s t and the 

r o y a l t y i n t e r e s t ownership? 

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

Q. What percentage of the working i n t e r e s t w i l l be 

v o l u n t a r i l y committed t o t h i s u n i t agreement? 

A. One hundred percent. 

Q. And i s Cobra t o be designated u n i t operator under 

t h i s agreement? 

A. Yes, they w i l l be. 

Q. Has the u n i t agreement been reviewed w i t h the 

Commissioner of Public Lands? 

A. I t has been sent t o the Commissioner f o r 

approval, but we are c u r r e n t l y w a i t i n g on t h a t . 

Q. W i l l Cobra supply the Commissioner's p r e l i m i n a r y 

approval l e t t e r as soon as i t i s received? 

A. Yes, we w i l l . 

Q. What i s the primary o b j e c t i v e i n t h i s u n i t ? 

A. The Devonian. 

Q. And what other formations are a c t u a l l y — 

horizons are a c t u a l l y being u n i t i z e d ? 

A. A l l formations. 

Q. Are you required under any of your agreements 

w i t h other i n t e r e s t owners i n the u n i t t o spud the i n i t i a l 

w e l l i n the u n i t --

A. Yes — 

STEVEN T. BRENNER, CCR 
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Q. — at a p a r t i c u l a r time? 

A. Yes, we are. Under one of the agreements we're 

r e q u i r e d t o spud by A p r i l 30th, 1996. 

Q. Now, Mr. House, i s E x h i b i t Number 6 a copy of an 

a f f i d a v i t c onfirming t h a t n o t i c e of the A p p l i c a t i o n has 

been provided i n accordance w i t h OCD rules? 

A. Yes, i t i s . 

Q. And attached t o t h a t a f f i d a v i t are th e r e copies 

of the n o t i c e l e t t e r s ? 

A. Yes, there are. 

Q. Notice was provided t o Santa Fe Energy Resources, 

Q. What i s t h e i r ownership i n the area? 

A. Santa Fe owns 100 percent of the working i n t e r e s t 

or the operating r i g h t s of Section 4. 

Q. And t h a t i s also being u n i t i z e d ? 

A. Correct. 

Q. That's the t r a c t toward whom the w e l l ' s being 

u n i t i z e d ? 

A. Correct. 

Q. What i s the Yates i n t e r e s t i n t h i s area? 

A. Yates i s an o f f s e t operator t h a t , w h i l e probably 

not a f f e c t e d by t h i s u n i t , I guess i n overabundance of 

caut i o n we went ahead and n o t i f i e d them of what was going 

Inc. ? 

A. Correct. 

STEVEN T. BRENNER, CCR 
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on. 

Q. And do they operate Section 9, the diagonal 

o f f s e t t o the south --

A. That i s c o r r e c t . 

Q. Were E x h i b i t s 1 and 2 prepared by you or under 

your d i r e c t i o n ? 

A. Yes. 

Q. Also E x h i b i t Number 6 i s the a f f i d a v i t ? 

A. E x h i b i t Number 6 was — The a f f i d a v i t was 

prepared by your law f i r m , based on the i n f o r m a t i o n I 

provided. 

MR. CARR: Mr. Stogner, at t h i s time we would 

move the admission i n t o evidence of Cobra E x h i b i t s 1, 2 and 

6. 

EXAMINER STOGNER: I'm sorr y , which ones? 

MR. CARR: 1, 2 and 6. 

EXAMINER STOGNER: E x h i b i t s 1, 2 and 6 w i l l be 

admitted i n t o evidence a t t h i s time. 

MR. CARR: And t h a t concludes my d i r e c t 

examination of Mr. House. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. House, when d i d you say was the deadline f o r 

d r i l l i n g date? 

A. We have A p r i l 30th of 1996 under one of our 

STEVEN T. BRENNER, CCR 
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agreements, our agreement w i t h Santa Fe. 

Q. And i n E x h i b i t Number 2, l a s t page, E x h i b i t C of 

t h a t p a r t i c u l a r e x h i b i t , you show about three people i n 

Tract One. Have they a l l agreed a t t h i s p o int? 

A. Yes, they have. 

Q. And Tract Two, Santa Fe has agreed? 

A. Yes. 

Q. So you have 100-percent p a r t i c i p a t i o n i n both 

t r a c t s ? 

A. That i s c o r r e c t , yes, s i r . 

Q. And what i s the proposed name of t h i s u n i t ? 

A. This i s the Lewis U n i t , L-e-w-i-s. 

Q. Now, these are two s t a t e leases. Are they 

p o r t i o n s of s t a t e leases? 

A. Yes, Section 3 i s one lease, a l l of Section 4 i s 

one lease. We were t a k i n g only 40 acres out of each lease. 

Q. And have you met w i t h the Land O f f i c e and got 

p r e l i m i n a r y approval yet? 

A. I have not. We have submitted the agreement and 

are w a i t i n g t o hear back. 

MR. CARR: Mr. Stogner, we t a l k e d w i t h them 

yesterday, were t o meet w i t h them yesterday, and then they 

c a l l e d and were unable t o meet. So we d e l i v e r e d the data 

t o them. 

Mr. Martinez i n d i c a t e d by phone he saw no problem 

STEVEN T. BRENNER, CCR 
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w i t h i t and would be supplying a p r e l i m i n a r y approval 

l e t t e r . We have not received i t yet. We w i l l submit i t on 

r e c e i p t . 

EXAMINER STOGNER: I f you would, please. 

MR. CARR: Okay. 

EXAMINER STOGNER: I don't have any other 

questions of Mr. House. He may be excused. 

MR. CARR: Mr. Stogner, a t t h i s time we would 

c a l l James Small. 

JAMES SMALL, 

the witness herein, a f t e r having been f i r s t duly sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e your f u l l name f o r the record, 

please? 

A. James Small. 

Q. Where do you reside? 

A. Midland, Texas. 

Q. By whom are you employed? 

A. I'm employed by Small Geoservices and p r e s e n t l y 

am a consultant f o r Cobra O i l and Gas Corporation. 

Q. Have you pre v i o u s l y t e s t i f i e d before t h i s 

D i v i s i o n ? 

A. No, I haven't. 

STEVEN T. BRENNER, CCR 
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Q. Could you review your educational background f o r 

Mr. Stogner? 

A. I have a BS i n geology from Washington and Lee 

U n i v e r s i t y . I've been employed i n the o i l and gas i n d u s t r y 

f o r 15 years and pres e n t l y am c o n s u l t i n g f o r the l a s t f i v e 

years f o r Cobra O i l and Gas. 

Q. And you're a consultant i n the area of petroleum 

geology; i s t h a t r i g h t ? 

A. Yes, s i r . 

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 

each of these cases? 

A. Yes, s i r . 

Q. And are you f a m i l i a r w i t h the proposed Lewis Un i t 

and the State 3 Com Number 1 well? 

A. Yes, s i r . 

MR. CARR: Mr. Stogner, we tender Mr. Small as an 

expert witness i n petroleum geology. 

EXAMINER STOGNER: Mr. Small i s so q u a l i f i e d . 

Q. (By Mr. Carr) Have you prepared e x h i b i t s f o r 

pr e s e n t a t i o n here today? 

A. Yes, I have. 

Q. Let's go t o your s t r u c t u r e map, which has been 

marked E x h i b i t Number 3, and I would ask you t o review the 

in f o r m a t i o n on t h i s e x h i b i t f o r the Examiner. 

A. This i s a s t r u c t u r e map on 25-foot contours on 

STEVEN T. BRENNER, CCR 
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the top of the Devonian. I t ' s based on the w e l l c o n t r o l , 

and i t ' s also based on seismic data t h a t Cobra O i l and Gas 

had purchased from a commercial seismic source. 

Q. B a s i c a l l y what t h i s shows are small Devonian 

features i n the area; i s t h a t correct? 

A. Yes, s i r , the f i e l d t o the n o r t h i s Crossroads, 

the f i e l d t o the south i n Section 10 i s the n o r t h e r n 

p o r t i o n of Crossroads South. And our i n d i c a t i o n s are t h a t 

t h e r e are some a d d i t i o n a l u n d r i l l e d closures on t h i s 

p r o d uctive t r e n d . 

Q. The w e l l s t h a t are i n d i c a t e d i n the s o l i d c i r c l e 

show producing w e l l s . The others show what? Dry holes or 

abandoned wells? 

A. Yes, s i r , dry holes. 

Q. Are they a l l i n the Devonian? 

A. No, s i r , the w e l l i n Section 4, i n the southeast 

corner, i s a San Andres t e s t . I t d i d not penetrate the 

Devonian. 

Q. The w e l l s i n the northern p o r t i o n of Section 10 

are those Devonian wells? 

A. Yes, s i r , they're a l l Devonian. 

Q. Let's go t o the cross-section, your E x h i b i t 

Number 4. Can you review t h i s f o r Mr. Stogner, please? 

A. This cross-section s t a r t s , A, t o the n o r t h , i t 

comes up across a f a u l t and crosses the southern end of the 

STEVEN T. BRENNER, CCR 
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Crossroads f i e l d , the Devonian producing f i e l d , and then 

proceeds south, crosses our proposed l o c a t i o n , and then 

crosses another f a u l t t h a t i s downthrown onto the northern 

end of the South Crossroads f i e l d . 

The key w e l l i n here, I ' d l i k e t o b r i n g your 

a t t e n t i o n t o . There are producing w e l l s i n both the n o r t h 

end and the south end of the cross-section. The key w e l l 

t h a t I ' d l i k e t o b r i n g your a t t e n t i o n t o i s the Number 1 

H i l l and Meeker, which i s the producing w e l l i n the 

Crossroads South f i e l d . And between t h a t w e l l and our 

l o c a t i o n i s the H i l l and Meeker Number 2, which was a dry 

hole, which was low t o the Number 1 w e l l , and i t was wet. 

And then we propose t o d r i l l t h i s u n d r i l l e d f a u l t 

block j u s t t o the northwest of t h a t dry hole. 

EXAMINER STOGNER: Okay, I'm not f i n d i n g t h a t 

w e l l . 

THE WITNESS: Oh, I'm sorry, i t ' s — The producer 

w e l l i s one i n from the end of A'. 

EXAMINER STOGNER: That's the f i r s t producing 

w e l l from A'? 

THE WITNESS: Yes, s i r . 

EXAMINER STOGNER: I t ' s the one t h a t ' s marked 

H i l l and Meeker? 

THE WITNESS: Yes, s i r . 

EXAMINER STOGNER: The State 10 Well Number 1? 

STEVEN T. BRENNER, CCR 
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THE WITNESS: Yes, s i r . 

EXAMINER STOGNER: Okay. A l l r i g h t , you may 

continue. 

Q. (By Mr. Carr) And so what you've got i n t h a t 

w e l l i s a Devonian producer i n a small g e o l o g i c a l anomaly; 

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

A. That i s c o r r e c t . I t ' s a small closure on the 

Devonian t h a t was pe r f o r a t e d and i s pro d u c t i v e . 

Q. And i f we move t o the l e f t on the c r o s s - s e c t i o n , 

then we come t o the u n d r i l l e d f a u l t block, which i s the 

proposed lo c a t i o n ? 

A. That i s c o r r e c t , yes, s i r . 

Q. What i s the r e s e r v o i r d r i v e mechanism i n t h i s 

area? 

A. This i s a water-drive r e s e r v o i r i n both 

Crossroads and Crossroads South f i e l d . 

Q. You've got a bottom water drive? 

A. Yes, s i r . 

Q. So the o b j e c t i v e here i s t o d r i l l a t the highest 

s t r u c t u r a l p o i n t i n t h i s Devonian anomaly? 

A. Yes, s i r . 

Q. And by doing t h a t , y o u ' l l avoid l e a v i n g a t t i c o i l 

behind; i s t h a t correct? 

A. That i s c o r r e c t . 

Q. I n your opinion, Mr. Small, w i l l t h i s be i n f a c t 
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a one-well u n i t ? 

A. Yes, s i r . I f we're successful we plan t o produce 

i t on 80 acres, and t h i s one w e l l should e f f e c t i v e l y d r a i n 

the whole s t r u c t u r e as we envision i t . 

Q. Let's go t o E x h i b i t Number 5. Can you i d e n t i f y 

t h a t , please? 

A. E x h i b i t Number 5 i s a producing w e l l p r o d u c t i o n 

map i n the area. I t shows the producing w e l l s out of the 

formations they produce and the cumulative o i l p r o d u c t i o n 

from those w e l l s . 

Q. I n your opinion, i s the formation of t h i s u n i t 

and the d r i l l i n g of a w e l l a t the proposed unorthodox 

l o c a t i o n t o the Devonian necessary t o e f f e c t i v e l y produce 

the reserves from t h i s geologic anomaly? 

A. Yes, s i r . 

Q. By developing at t h i s unorthodox l o c a t i o n , w i l l 

you be able t o avoid the d r i l l i n g of unnecessary wells? 

A. Yes, s i r . 

Q. I n your opinion, w i l l approval of t h i s 

A p p l i c a t i o n otherwise be i n the best i n t e r e s t of 

conservation, the prevention of waste and the 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 ? 

A. I t w i l l . 

Q. Were E x h i b i t s 3 through 5 prepared by you? 

A. Yes, they were. 
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MR. CARR: Mr. Stogner, a t t h i s time we would 

move the admission i n t o evidence of Cobra E x h i b i t s 3 

through 5. 

EXAMINER STOGNER: E x h i b i t s 3 through 5 w i l l be 

admitted i n t o evidence. 

MR. CARR: And t h a t concludes my d i r e c t 

examination of Mr. Small. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Small, what i s the w e l l i n Section 4, i n the 

southeast quar t e r , southeast quarter? What i s t h a t one, 

and what happened t o i t ? 

A. The w e l l i n the southeast of the southeast of 4 

was a San Andres w e l l . I t was d r i l l e d t o approximately 

5100 f e e t and i t was tes t e d and i t was noncommercial, so i t 

was plugged and abandoned. 

Q. Never had any gas. 

And the f i e l d t o the south, r e f e r r i n g t o E x h i b i t 

Number 3 now, the f i e l d t o the south t h a t you r e f e r r e d t o 

i n Section 10, t h a t ' s the South Crossroads? 

A. Yes, t h a t ' s the northern p o r t i o n of the South 

Crossroads f i e l d . There i s more of t h a t f i e l d one s e c t i o n 

south. 

Q. Are those Devonian wells? 

A. Yes, s i r , they are Devonian w e l l s . 
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Q. And the same way up in Section — What i s that, 

34? 

A. Yes, s i r , t h a t ' s the south end of Crossroads 

f i e l d . There are two Mi s s i s s i p p i a n producing w e l l s t h a t 

were o f f the Devonian s t r u c t u r e , and they're colored i n 

pink. 

Q. Are the M i s s i s s i p p i a n w e l l s , are they w i t h i n the 

u n i t ? Are they below or above the Devonian? 

A. They're above the Devonian. 

Q. So t h a t would be included i n your u n i t ? 

A. Yes, s i r . 

Q. And those M i s s i s s i p p i a n w e l l s are o i l wells? 

A. Yes, s i r , they both produced o i l and a f a i r 

amount of gas, but they've been c l a s s i f i e d as o i l w e l l s . 

Q. Do you know what the standard spacing of both 

those two Crossroads f i e l d s are? 

A. They are 40 acres. 

EXAMINER STOGNER: Any other questions of Mr. 

Small? 

MR. CARR: No questions. 

EXAMINER STOGNER: You may be excused. 

Anything f u r t h e r , Mr. Carr? 

MR. CARR: Mr. Stogner, t h a t concludes our 

pr e s e n t a t i o n i n t h i s case. 

EXAMINER STOGNER: Nobody else has anything — 
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Well, I j u s t n o ticed something here. I need t o ask Mr. 

House a question. 

I n r e f e r r i n g t o E x h i b i t Number 2, Mr. House, on 

the f r o n t cover, you show t h a t t o be a s t a t e fee 

ex p l o r a t o r y u n i t . Was t h a t a typo? 

MR. CARR: I can answer t h a t . That i s a typo. 

We were preparing t h a t i n our o f f i c e o f f a s t a t e form. 

I t ' s a state-staked u n i t . 

EXAMINER STOGNER: Okay. Then w i t h t h a t , I w i l l 

take both cases 11,465 and 11,466 under advisement a t t h i s 

time. 

And w i t h t h a t , hearing i s adjourned. 

(Thereupon, these proceedings were concluded a t 

12:10 p.m.) 
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