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1               (4:01 p.m.)

2               EXAMINER McMILLAN:  I'd like to call Case

3 16232, application of Ascent Energy, LLC for approval of

4 a nonstandard spacing and proration unit, compulsory

5 pooling and one unorthodox well location.  This shall be

6 combined with Case Number 16233, application of Ascent

7 Energy, LLC for approval of a nonstandard spacing and

8 proration unit, compulsory pooling and one unorthodox

9 well location, Lea County, New Mexico.

10               Call for appearances.

11               MR. BRUCE:  Mr. Examiner, Jim Bruce

12 representing the Applicant.  I am submitting this case

13 by affidavit.

14               EXAMINER McMILLAN:  Any other appearances?

15               MS. BRADFUTE:  Mr. Examiner, Jennifer

16 Bradfute, with the Modrall, Sperling Law Firm, on behalf

17 of Marathon Oil Permian, LLC.

18               MR. CARR:  May it please the Examiner,

19 William F. Carr, senior counsel to Concho.  I'm

20 appearing for COG Operating.

21               EXAMINER McMILLAN:  Thank you.

22               MR. BRUCE:  Mr. Examiner, I've handed you

23 several exhibits.  There is a lot of paper here, but

24 it's fairly simple.  Exhibit 1 is a verified statement

25 of Lee Zink, Ascent's landman, and who has been
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1 qualified as a witness -- a land witness before the

2 Division.

3               In this case -- in both cases -- in Case

4 16232, Ascent seeks to force pool a Wolfcamp horizontal

5 spacing unit, and in Case 16233, they seek to force pool

6 a Bone Spring horizontal spacing unit.

7               As you may know, Mr. Examiner, there have

8 been some ongoing things between Marathon and Ascent,

9 and they're hopefully about to work out all of their

10 issues.  There are some cases that have been continued

11 for a couple of weeks, but they're working toward

12 getting all that resolved.  As part of that resolution,

13 Marathon has allowed this case to move forward by

14 affidavit.

15               Exhibit 1, if you'll go through there,

16 they're seeking to drill two horizontal Wolfcamp wells

17 in the west half-west half of Section 28 and the west

18 half-west half of Section 33.  And then for a Bone

19 Spring well unit, the same west half-west half of

20 Section 28 and the west half-west half of Section 33.

21               The Wolfcamp tests -- or Upper Wolfcamp

22 tests -- on page 2 of the affidavit, you can see that

23 there are a number of different Bone Spring intervals

24 that are going to be tested at different depths, 1st

25 Bone Spring, 2nd Bone Spring and 3rd Bone Spring.  I
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1 think the easiest way to run through that is if you go

2 back to the attachments a few pages in, to the colored

3 attachment page, Attachment A, it outlines -- this is a

4 two-section development area.  It's called the Gavilon

5 Development Area.  It's for development of horizontal

6 wells in the potash area.

7               If you turn to Attachment B, it outlines

8 the well unit for the -- when I was doing it at 3:00

9 a.m. this morning, it seemed so much simpler,

10 Mr. Examiner.  But you'll see, Attachment B in the Bone

11 Spring, it gives the working interest ownership and the

12 names of the parties in the development area.  If you go

13 through, it's got the C-102s for the wells.

14               When you go to Attachment D, it has the --

15 and I may have gotten B and D switched up.  But, again,

16 it's the same ownership for the Wolfcamp wells in this

17 area.  It gives their percentage interests.

18               And Exhibit E, as Exhibit C, is the various

19 C-102s for the well.  They're planning -- testing

20 multiple zones, and at least in a half section, maybe up

21 to three to four Bone Spring wells across the half

22 section of Sections 28 and 33.

23               Attachment F simply gives a summary of the

24 contacts Ascent has had with various parties, and

25 attached to that is a sample proposal letter that was
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1 sent out to Camterra Resources, one of the parties.

2 Similar letters were sent out to all of the interest

3 owners.  And all the parties have had quite a bit of

4 contact with each other.  It's been going on about 19

5 months now, so they've had plenty of time to discuss

6 their various issues.

7               Attachment G contains all of the AFEs for

8 the proposed wells, and they vary, of course, according

9 to the depth.  But they're all in the range of the low

10 8 millions and up to the high $8 million, depending on

11 depth.

12               Mr. Zink states that these -- that these

13 AFEs are fair and reasonable and comparable to other

14 well costs of similar wells in this area.  Ascent

15 asserts it has made a good-faith effort to obtain

16 voluntary joinder of the working interest owners in the

17 well, and Ascent has the right to pool the overriding

18 royalties in the well unit.  They request $7,500 for

19 drilling a well and $750 a month for a producing well.

20 And these are common rates, and Ascent requests a risk

21 charge and asks that it be designated operator of the

22 wells.

23               These applications were filed in early

24 June, and, therefore, we gave notice to the offsets.

25 And the final page of this exhibit lists all of the
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1 offsets.  Now, some of them are also working interest

2 owners.  So either being notified through the notice of

3 the hearing to the working interest owners or through

4 the notice to offsets, all parties have received notice.

5               And Exhibits 2 and 3 are my Affidavits of

6 Notice showing that all the parties who are listed as

7 working interest owners in the proposed wells did

8 receive actual notice.

9               Exhibit 3 is the Affidavit of Notice

10 regarding offsets, and all of the parties who were not

11 working interest owners but were given notice also

12 received actual notice.  All of the green cards were

13 returned, which is a notable feature in my lifetime

14 sometimes.

15               And Exhibit 4 is the affidavit of Ben Metz,

16 their geologist, and he has previously been qualified as

17 an expert geologist by the Division.

18               And I've stapled these various geologic

19 plats together.  You've got Attachments A through F,

20 going from -- A is the Wolfcamp, and then B through F

21 are the various Bone Spring zones, the Avalon, the

22 Leonard, the 1st, 2nd and 3rd Bone Spring sands.  And

23 each of these includes a structure map and a cross

24 section and, where available, data from other wells

25 producing from that specific zone nearby.
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1               He does state that all of the zones in this

2 320-acre well unit are continuous across the well unit.

3 Virtually all of the wells in this area, from whatever

4 zone, are north-south wells.  Mr. Metz says that the

5 more recent completions, the better completions, the

6 wells are economic that way.  And since there is so

7 little data on horizontal wells, they are drilling the

8 wells north-south as other operators are doing.

9               But I won't go into the maps other than to

10 say, again, that they all contain structure maps,

11 representative cross sections and, where available,

12 production data from wells in the area.  And he believes

13 that each quarter-quarter section in the well units will

14 produce more or less equally to the well.  And the

15 Wolfcamp and Bone Spring horizontal spacing units are

16 justified from a geologic standpoint, and there is no

17 faulting or other geologic impediments which would

18 prevent the drilling of the wells.

19               EXAMINER BROOKS:  No depth severances in

20 this case?

21               MR. BRUCE:  (Indicating.)

22               EXAMINER BROOKS:  No depth severances?

23               MR. BRUCE:  No.  There are no depth

24 severances, and that is stated in the landman's

25 affidavit.  For once I remembered to put it in there.
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1               EXAMINER BROOKS:  Good.

2               MR. BRUCE:  With that -- I mean, if you

3 have any questions, ask them, but I would move the

4 admission of Exhibits 1 through 4.

5               MS. BRADFUTE:  No objection.

6               MR. CARR:  No objection.

7               EXAMINER McMILLAN:  Exhibits 1 through 4

8 may now be accepted as part of the record.

9               (Ascent Energy, LLC Exhibit Numbers 1

10               through 4 are offered and admitted into

11               evidence.)

12               EXAMINER McMILLAN:  Cross?

13               MR. CARR:  No cross.

14               MS. BRADFUTE:  No cross.

15               EXAMINER McMILLAN:  Okay.  The first

16 question I've got is when I was going through the case

17 file, it said there was an amended application.  Is that

18 correct?

19               MR. BRUCE:  Well, if it was -- I think I

20 may have had some typos in one of the original

21 applications, but it was nothing significant.

22               EXAMINER McMILLAN:  I guess what I'm

23 getting at is your amended application was after June

24 26th, right?  Because that changes it from a project

25 area to a horizontal spacing unit.
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1               MR. BRUCE:  Well, I'm still uncertain of

2 the -- what I've done in the cases that I've originally

3 filed before June 26th, if I amended something

4 afterwards, I have continued to notify offsets.  But I

5 don't remember the --

6               EXAMINER BROOKS:  Well, it doesn't hurt if

7 you notify them if you don't have to.  I mean, that's

8 not a problem.  You can send notice to everybody --

9               MR. BRUCE:  I don't remember the amended

10 application, but --

11               EXAMINER McMILLAN:  It doesn't change

12 anything.  It's just -- it's semantics.

13               MR. BRUCE:  Semantics.  Okay.

14               EXAMINER BROOKS:  Yeah.  These are all

15 standard horizontal spacing units.

16               EXAMINER McMILLAN:  Yeah.  But when it was

17 initially done, it would have been a nonstandard project

18 area.  Now it would be a standard horizontal spacing

19 unit.

20               EXAMINER BROOKS:  Correct.  It would have

21 been a nonstandard spacing unit.  We'd have dubbed it a

22 nonstandard spacing unit.

23               MR. BRUCE:  Ms. Bradfute can confirm there

24 is a lot more paper involved in these cases than this.

25               MS. BRADFUTE:  Yes.
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1               EXAMINER McMILLAN:  I need the pool codes.

2               MR. BRUCE:  I know they've been in touch.

3 I will get those for you, Mr. Examiner.  These APDs have

4 not yet been filed, but I will get the pool codes for

5 you.

6               EXAMINER McMILLAN:  Okay.

7               MR. BRUCE:  I believe they're probably

8 wildcat Wolfcamp.  I will get that for you.

9               EXAMINER McMILLAN:  Yeah.  But I don't pay

10 much attention to the names people -- the pool code is

11 more important.

12               MR. BRUCE:  I will get those for you.

13               EXAMINER McMILLAN:  You said all

14 quarter-quarter sections will contribute to --

15               MR. BRUCE:  Yes.  The geologist states that

16 in his affidavit.

17               EXAMINER McMILLAN:  Okay.

18               MR. BRUCE:  And I'd ask that these matters

19 be taken under advisement.

20               EXAMINER McMILLAN:  Closing statements?

21               MR. CARR:  No.

22               MS. BRADFUTE:  No.

23               EXAMINER McMILLAN:  Cases 16232 and 233

24 shall be taken under advisement.

25               (Case Numbers 16232 and 16233 conclude,
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