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(8:21 a.m.) 

2 EXAMINER JONES: Okay. Let's s t a r t on the 

3 f i r s t case t h i s morning, Case 14880, the a p p l i c a t i o n of 

4 COG Operating, LLC f o r a nonstandard spacing and 

5 p r o r a t i o n u n i t and compulsory p o o l i n g , Eddy County, 

6 New Mexico. 

7 C a l l f o r appearances. 

8 MR. RANKIN: Thank you. Adam Rankin, 

9 Holland & Hart, on behalf of COG Operating, LLC. 

10 EXAMINER JONES: Any other appearances? 

11 Would the witnesses please stand? 

12 (Witnesses comply.) 

13 EXAMINER JONES: State your names. 

14 MS. WINTER: Lisa Winter. 

15 DR. MCCARTHY: Andrew McCarthy. 

16 EXAMINER JONES: W i l l the court r e p o r t e r 

17 please swear the witnesses? 

18 (Witnesses sworn.) 

19 MR. RANKIN: Mr. Examiner, I'd l i k e t o c a l l 

20 my f i r s t witness, Ms. Lisa Winter. 

21 EXAMINER JONES: I t h i n k we have -- I 

22 should mention i t on the record. We have an appearance 

23 or at l e a s t -- from a Larry A. Jones, but he hasn't 

24 appeared t h i s morning. 

25 MR. RANKIN: Yeah. We'll discuss Mr. Jones 
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as we go through the testimony t h i s morning. 

2 LISA WINTER, 

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

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

5 DIRECT EXAMINATION 

6 BY MR. RANKIN: 

7 Q. Ms. Winter, how are you t h i s morning? 

8 A. Good. 

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

10 A. Lisa Winter. 

11 Q. And by whom are you employed and i n what 

12 capacity? 

13 A. Concho Resources as a landman. 

14 Q. And where do you reside? 

15 A. Midland, Texas. 

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

17 D i v i s i o n ? 

18 A. No, s i r . 

19 Q. Can you please review f o r the Examiners your 

20 background i n petroleum land matters and your education? 

21 A. Sure. I graduated from Texas Tech U n i v e r s i t y 

22 i n 2008, where I obtained my Bachelor of A r t s i n Spanish 

23 and p u b l i c r e l a t i o n s . I have been i n the land business 

24 f o r f o u r years. I s t a r t e d as a f i e l d landman f o r two 

25 years i n the Barnett Shale i n Fort Worth; and then I 
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moved t o Concho, and I've been there f o r the past two 

2 years. 

3 Q. And 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 

4 i n t h i s case? 

5 A. Yes, s i r . 

6 Q. Are you also f a m i l i a r w i t h the status of the 

7 lands? 

8 A. Yes, s i r . 

9 Q. Thank you very much, Ms. Winter. 

10 MR. RANKIN: Mr. Examiner, I tender 

11 Ms. Winter as an expert i n petroleum land matters. 

12 EXAMINER JONES: So q u a l i f i e d . 

13 Q. (BY MR. RANKIN) Please s t a t e f o r the Examiners 

14 what COG i s seeking i n t h i s case. 

15 A. COG seeks t o create a nonstandard 160-acre 

16 spacing and p r o r a t i o n u n i t i n the south h a l f of the 

17 n o r t h h a l f of Section 28, Township 23 South, Range 28 

18 East i n Eddy County, New Mexico, and we also seek t o 

19 p u l l a l l mineral i n t e r e s t s i n the Bone Spring Formation 

20 underlying the said u n i t and also t o designate COG as an 

21 operator. 

22 Q. Thank you very much. 

23 And i s there a designated pool i n t h i s 

24 p a r t i c u l a r --

25 A. Yes, s i r . I t ' s the C a l l i g r a [phonetic] B l u f f 
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1 Bone Spring South Pool. 

2 Q. Can you please e x p l a i n f o r the Examiners, as 

3 t h i s i s a l i t t l e b i t of a d i f f e r e n t s i t u a t i o n . ̂ JThe ̂  

4 w e l l ' s already been d r i l l e d ; i s t h a t correct? 

5 A. Yes, _sir_> 

6 Q. Can you b r i e f l y e x p l a i n the circumstances t h a t 
7 r e s u l t e d i n the w e l l already_being d r i l l e d ? 

8 A. Sure. We acquired t h i s acreage from the OGX 

9 A c q u i s i t i o n , and s h o r t l y a f t e r we acquired i t , i t was 

10 very high on our r i g schedule. Therefore, we assumed 

11 t h a t OGX had a l l the loose ends t i e d up and a l l the 

12 interests_were committed. However, a f t e r we commenced 

13 d r i l l i n g , we r e a l i z e d t h a t not _aJJL__of_ the, i n t e r e s t hjad_^ 

14 bfierj-GOBwiutt.ed i_-sg_we focused our e f f o r t s on going out 

15 and f inding^ those^a_rties_ and committing a l l _the 

16 i n t e r e s t s . 

17 Q. So t o date, the w e l l ' s been d r i l l e d , but i t 

18 hasn't been produced? 

19 A. Right. We d i d not produce i t . We only d r i l l e d 

20 i t . 

21 Q. So t u r n i n g t o what's been marked as E x h i b i t 

22 Number 1, can you j u s t review f o r the Examiners what 

23 t h i s shows? 

24 A. Sure. 

25 Q. I t ' s a l i t t l e f u z z y , but - -
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1 A. This i s a j u s t a general overview of the area 

2 where the p r o r a t i o n u n i t l i e s , and t h a t red o u t l i n e i s 

3 our Loving Falcon 28 #1H, the p r o r a t i o n u n i t . And as 

4 you can see, i t i s i n the south h a l f of the n o r t h h a l f 

5 of Section 28, 23 south -- I'm s o r r y -- 23 south, 28 

6 east. 

7 Q. And f l i p p i n g t o the next e x h i b i t on the 

8 f o l l o w i n g page, t h i s i s a cl o s e r view of the proposed 

9 p r o j e c t area; i s t h a t correct? 

10 A. Yes, s i r . This i s an a e r i a l overview o u t l i n i n g 

11 each of the t r a c t s t h a t make up the p r o r a t i o n u n i t . 

12 Q. And there are e i g h t t r a c t s there; i s t h a t 

13 r i g h t ? 

14 A. Yes, s i r . I'm sor r y . There are ei g h t t r a c t s , 

15 fo u r l a r g e r ones; w i t h three smaller ones i n the 

16 northwest quarter, and then the r a i l r o a d running through 

17 one and two. 

18 Q. Turning t o the next page, t h i s i s a breakdown 

19 by owner and by t r a c t , i s t h a t c o r r e c t , of what we 

20 j u s t --

21 A. Yes, s i r . 

22 Q. - - o f the a e r i a l display? 

23 And what i s the status of the lands here i n 

24 t h i s p r o j e c t area? 

25 A. They are a l l fee. 
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1 Q. Have you been able t o loc a t e everybody, a l l the 

2 i n t e r e s t s , i n t h i s area? 

3 A. Wehave located a l l of the i n t e r e s t owners, 

4 yes, s i r . 
<*<\ 

5 Q. And, i n f a c t , have a l l the i n t e r e s t owners but 

6 one committed t o the well? 

7 A . Yes , s i r ^ ^ j o r t l v one. andrHdrat^^-Mr-r—Lar^y—A.^ 

8 Jones . 

9 Q. And h i s i n t e r e s t was i n t r a c t f o u r ; i s t h a t 

10 correct? 

11 A. Yes, s i r , t r a c t f o u r , and, I bel i e v e , 

12 h i g h l i g h t e d i n red on page 6 of the e x h i b i t . 

13 Q. He's got 0.277; i s t h a t r i g h t ? 

14 A. Yes. I t ' s 2.78 mineral i n t e r e s t i n t h a t 40 

15 acres. 

16 Q. Ms. Winter, i n your o p i n i o n , has COG undertaken 

17 a g o o d - f a i t h e f f o r t t o o b t a i n Mr. Jones' v o l u n t a r y 

18 agreement? 

19 A. Yes, s i r . 

20 Q. And t u r n t o E x h i b i t Number 3. I s t h i s a 

21 summary or o u t l i n e of what -- of the attempts COG has 

22 made t o reach an agreement w i t h Mr. Jones? 

23 A. Yes, s i r . 

24 Q. Can you please review f o r the Examiners those 

25 e f f o r t s ? 
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1 A. Sure. Well, we had a broker, on February 23rd, 

2 contact h i s s i s t e r , M a r j o r i e Deines, and they discussed 

3 more about t h e i r f a m i l y t r e e and t h e i r mineral 

4 i n t e r e s t s . And she then informed the broker t h a t 

5 Mr. Jones d i d not have a phone, and the only way t o 

6 reach him was through any k i n d of correspondence through 

7 the m a i l . So then the broker created a lease packet and 

8 a l e t t e r s u b m i t t i n g COG1s i n t e n t i o n s , and he submitted 

9 t h a t t o him the f o l l o w i n g day, on February 24th, t o the 

10 address w r i t t e n r i g h t there, i n Nebraska. And he never 

11 received any response, so on March 19th, he had 

12 submitted a second l e t t e r i n an attempt -- so we 

13 could -- v i a U.S. c e r t i f i e d r e t u r n r e c e i p t as w e l l t o 

14 the same address. And the broker d i d receive two signed 

15 green cards on t h a t but never any response. 

16 So on May 29th, I had sent a w e l l proposal, 

17 an AFE and lease o f f e r packet, v i a FedEx overnight t o 

18 the same address, and there was a r e c e i p t t h a t he had 

19 signed f o r i t . However, s t i l l no response u n t i l J u l y 

20 6th, where we had received our f i r s t response l e t t e r 

21 from Mr. Jones, and he was not i n agreement w i t h COG's 

22 i n t e n t i o n s . 

23 Q. And a l l of these -- a l l t h i s correspondence i s 

24 on the f o l l o w i n g pages, behind t h i s e x h i b i t ; i s t h a t 

25 c o r r e c t ? 
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1 A. Yes, s i r . 

2 Q. And as you said, you understood t h a t the l e t t e r 

3 you received from Mr. Jones on J u l y 6th i n d i c a t e d t h a t 

4 he was not w i l l i n g t o lease h i s i n t e r e s t ; i s t h a t 

5 correct? 

6 A. Correct. 

7 Q. And t h a t ' s why you're here seeking t o pool h i s 

8 i n t e r e s t ; i s t h a t r i g h t ? 

9 A. Yes, s i r . 

10 Q. Ms. Winter, c o n t i n u i n g t o E x h i b i t Number 4, i s 

11 t h i s a copy of the w e l l proposal and, on the f o l l o w i n g 

12 page, the AFE t h a t was sent t o Mr. Jones? 

13 A. Yes, s i r . 

14 Q. Looking at the AFE, are these costs t h a t are 

15 i d e n t i f i e d i n t h i s AFE consis t e n t w i t h what COG has 

16 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 w e l l s i n the area? 

17 A. Yes, s i r . 

18 Q. And has COG made an estimate of the 

19 a d m i n i s t r a t i v e costs and overhead costs while d r i l l i n g 

20 t h i s w e l l and also producing, i f successful? 

21 A. We have,-(^67oo'o a) month while d r i l l i n g a n d ^ 6 ^ ^ 

22 month wh i l e producing. 

23 Q. And these costs, are they consistent w i t h what 

24 COG and other operators would charge f o r overhead costs 

25 t o operate s i m i l a r w e l l s i n the area? 
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1 A. Yes, s i r . 

2 Q. And does COG request t h a t these costs be 

3 incorporated i n any order t h a t r e s u l t s from t h i s 

4 hearing? 

5 A. I'm sor r y . Could you repeat that? 

6 Q. Yeah. Does COG request t h a t these costs be 

7 incorporated i n any order t h a t r e s u l t s ? 

8 A. Yes. Yes, s i r . 

9 Q. And does COG also request t h a t these overhead 

10 and a d m i n i s t r a t i v e costs be adjusted i n accordance w i t h 

11 COPAS accounting procedures? 

12 A. Yes. 

13 Q. And f i n a l l y , does COG request t h a t these --

14 t h a t i n accordance w i t h the D i v i s i o n r u l e s , t h a t the 

15 maximum r i s k p e n a l t y of 200 percent be assessed t o a l l 

16 uncommitted i n t e r e s t s ? 

17 A. Yes. 

18 Q. Thank you, Ms. Winter. 

19 Did COG also b r i n g i n a ge o l o g i s t t o 

20 t e s t i f y about the formation of the nonstandard u n i t ? 

21 A. We d i d , uh-huh. 

22 Q. And d i d COG i d e n t i f y the mineral i n t e r e s t s i n 

23 t h i s 40-acre t r a c t ? 

24 A. Yes, we d i d . 

25 Q. And d i d COG also provide n o t i c e t o those 
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1 surrounding o f f s e t t i n g i n t e r e s t s ? 

2 A. Yes, s i r . 

3 Q. Looking at what's been marked as E x h i b i t Number 

4 5, t h i s i s an a f f i d a v i t -- copy of an a f f i d a v i t prepared 

5 by your a t t o r n e y ; i s t h a t correct? 

6 A. Yes. 

7 Q. I n d i c a t i n g t h a t we provided n o t i c e i n 

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

9 A. Yes. 

10 Q. And on the f o l l o w i n g page i s a copy of the 

11 l e t t e r t h a t was sent p r o v i d i n g notice? 

12 A. Yes, s i r . 

13 Q. And a l i s t of a l l the o f f s e t t i n g i n t e r e s t 

14 owners who were provided notice? 

15 A. Yes, s i r . 

16 Q. And then the l a s t page of t h a t e x h i b i t i s a 

17 copy of the green card received and signed by Mr. Larry 

18 Jones i n d i c a t i n g he a c t u a l l y received n o t i c e of today's 

19 hearing? 

20 A. Yes, s i r . 

21 Q. Thank you. 

22 Ms. Winter, E x h i b i t s 1 through 5, were they 

23 prepared by you or under your supervision and by COG 

24 Operating, LLC? 

25 A. Yes. 
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1 MR. RANKIN: Mr. Examiner, move t o admit 

2 E x h i b i t s 1 through 5. 

3 EXAMINER JONES: E x h i b i t s 1 through 5 w i l l 

4 be admitted. 

5 (COG E x h i b i t Numbers 1 through 5 were 

6 o f f e r e d and admitted i n t o evidence.) 

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

8 the witness. 

9 CROSS-EXAMINATION 

10 BY EXAMINER JONES: 

11 Q. Well, j u s t f o r my i n f o r m a t i o n , i s t h i s coming 

12 under the t i t l e of operator -- COG Operating, LLC, or i s 

13 i t COG Production, LLC? 

14 A. I t a c t u a l l y , I b e l i e v e , should have been COG 

15 Production. I apologize. Yes. Since i t was an OGX 

16 acreage, i t should be COG Production, LLC. 

17 Q. What's the r e l a t i o n s h i p between the two 

18 e n t i t i e s ? 

19 A. Well, COG Production -- as I understand i t , COG 

20 Production was the successor t o OGX, yet COG Operating 

21 i s a c t i n g as contract operator f o r COG Production. And 

22 they are both owned by Concho Resources. 

23 Q. So COG Operating would be the operator t h a t you 

24 request i n t h i s case, or i s i t COG Production? 

25 A. Can I get back t o you on that? I'm going t o 
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speak w i t h someone who would know. 

2 Q. Yes. 

3 A. I don't know t h a t r i g h t now. 

4 Q. Now, i s there an e n t i t y above these two t h a t 

5 c o n t r o l s a l l of COG Production and then Operating? 

6 A. I would l i k e t o get back t o you on t h a t as 

7 w e l l . I'm not very comfortable w i t h the chain of 

8 e v e r y t h i n g , but --

9 Q. That's okay. 

10 Just a couple more questions, and I ' l l t u r n 

11 you over t o the expert here. 

12 This i s i n the southern edge of Loving, 

13 New Mexico? 

14 A. Yes, s i r . 

15 Q. So these people t h a t you n o t i c e d i n the 

16 surroundings, are they unleased mineral owners? 

17 A. There are some, yes, s i r , t h a t were unleased 

18 mineral i n t e r e s t owners. 

19 Q. There's not a race t o run out and lease t o 

20 these people? 

21 A. We have not -- at t h i s moment, no, I don't -- I 

22 b e l i e v e they were under lease, and they expired 

23 r e c e n t l y . 

24 Q. I t h i n k you're well-coached witness here. 

25 MR. RANKIN: She's on her own. 
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1 EXAMINER JONES: She's a n a t u r a l , huh? 

2 MR. RANKIN: Yeah. 

3 Q. (BY EXAMINER JONES) Well, I don't know how t o 

4 ask the question without j u s t -- t h i s Larry Jones, i t 

5 looks l i k e he's an unleased mineral i n t e r e s t owner --

6 A. Yes, s i r . 

7 Q. -- of a percentage of a 40-acre t r a c t ? 

8 A. Yes, s i r . 

9 Q. And he's a t r u s t e e . So t h a t means he 

10 represents other owners under -- he's a c t i n g as the 

11 owner of a t r u s t ; i s t h a t correct? 

12 A. I do not be l i e v e he was a t r u s t e e . The way our 

13 t i t l e showed was t h a t he had i n h e r i t e d i t through h i s 

14 f a t h e r , through h i s es t a t e . His f a t h e r had passed away 

15 i n 2000, and he never probated the w i l l . So we t r e a t i t 

16 as i n t e s t a t e , w i t h only two s u r v i v i n g h e i r s , being 

17 himself and h i s s i s t e r . 

18 Q. So h i s s i s t e r -- he's representing h i s s i s t e r ? 

19 A. He believes he i s , I t h i n k i n h i s own way, but 

20 as t i t l e shows i t , I don't t h i n k he's i n t h a t capacity. 

21 So --

22 Q. Did h i s s i s t e r sign up? 

23 A. Yes, s i r . Uh-huh. 

24 Q. And i t looks l i k e he submit ted - - he submit ted 

25 something J u l y 23rd, which i s on ly three days ago, so - -
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1 MR. RANKIN: I don't t h i n k we've gotten a 

2 copy of t h a t , i f he d i d . 

3 EXAMINER JONES: Oh. 

4 EXAMINER BROOKS: We received t h a t 

5 ( i n d i c a t i n g ) , and there's nothing t o show t h a t any copy 

6 was sent t o anybody. No. I t ' s addressed -- w e l l , i t ' s 

7 addressed t o "Adam G. Rankin, Attorney f o r COG, care of 

8 O i l Conservation D i v i s i o n . " But as usual, pro se 

9 responses t o compulsory p o o l i n g a p p l i c a t i o n s , i t doesn't 

10 r a i s e any defenses of l e g a l -- assuming there are any, 

11 and I don't r e a l l y know i f they would hold up i n a 

12 compulsory p o o l i n g case. 

13 EXAMINER JONES: I don't have any more 

14 questions. 

15 EXAMINER BROOKS: I r e a l l y don't e i t h e r . 

16 You said you leased the s i s t e r ' s i n t e r e s t ? 

17 THE WITNESS: Yes, s i r . 

18 EXAMINER BROOKS: I don't see any --

19 And you also s a i d t h a t you di d n ' t know 

2 0 who -- what e n t i t y -- at t h i s p o i n t , you di d n ' t know 

21 what e n t i t y t h a t Concho --

22 THE WITNESS: Correct. I w i l l get back t o 

23 you on t h a t as soon as I can. 

24 EXAMINER BROOKS: Very w e l l . 

25 EXAMINER JONES: Get back through Adam, 
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1 Mr. Rankin. 

2 THE WITNESS: Okay. Thank you. 

3 MR. RANKIN: Thank you, Mr. Examiner. 

4 We have no f u r t h e r questions of the 

5 witness. I ' l l c a l l my --

6 EXAMINER BROOKS: You may look at 

7 Mr. Jones'•response. I n f a c t , we have two copies. 

8 MR. RANKIN: May I have one f o r our 

9 records? 

10 EXAMINER JONES: There was one on Jul y the 

11 6th. 

12 EXAMINER BROOKS: Okay. I di d n ' t see t h a t 

13 one. 

14 Anyway, you're welcome t o look at t h i s . 

15 MR. RANKIN: I ' l l c a l l my second witness, 

16 Mr. Examiner, i f t h a t ' s okay. Mr. Andrew McCarthy -- or 

17 Dr. Andrew McCarthy, t o be precise. 

18 ANDREW MCCARTHY, Ph.D., 

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

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

21 DIRECT EXAMINATION 

22 BY MR. RANKIN: 

23 Q. Good morning, Dr. McCarthy. 

24 A. Good morning. 

25 Q. Can you please s t a t e your name f o r the record? 
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1 A. Yes. Andrew McCarthy. 

2 Q. And can you please s t a t e the company by whom 

3 you're employed and i n what capacity? 

4 A. I'm employed by Concho Resources as a 

5 g e o l o g i s t . 

6 Q. And have you p r e v i o u s l y t e s t i f i e d before the 

7 D i v i s i o n and had your c r e d e n t i a l s as an expert i n 

8 petroleum geology made a matter of record? 

9 A. No, I have not. 

10 Q. Can you please review f o r the Examiners your 

11 educational background and your work experience as a 

12 petroleum geologist? 

13 A. Sure. I have a bachelor's degree i n geology 

14 from Grand V a l l e y State U n i v e r s i t y i n Michigan. I have 

15 a Ph.D. i n geoscience from the U n i v e r s i t y of Arizona. I 

16 worked f o r ConocoPhillips f o r about four years, working 

17 the Permian Basin, Eagle Ford and the Bakken assets. 

18 And I've been working f o r Concho Resources f o r about a 

19 year and a h a l f , working the Permian Basin assets. 

20 Q. So you're f a m i l i a r w i t h the a p p l i c a t i o n t h a t 

21 was f i l e d i n t h i s case? 

22 A. Yes, I am. 

23 Q. And you 've conducted a study on the lands a t 

24 issue here; i s t h a t co r rec t ? 

25 A. Yes. The geology and the lands, yes. 
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1 Q. Not lands i n the landman sense. 

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

3 Dr. McCarthy as an expert i n petroleum geology. 

4 EXAMINER JONES: He i s so q u a l i f i e d . 

5 Q. (BY MR. RANKIN) Dr. McCarthy, can you please 

6 t u r n t o what's been marked as E x h i b i t Number 6 and 

7 review f o r the Examiners what t h i s plan shows? 

8 A. C e r t a i n l y . This e x h i b i t shows a s t r u c t u r e map 

9 on the top of the Bone Spring, the area i n question. 

10 The p r o r a t i o n u n i t f o r the Loving Falcon i s shown i n 

11 yellow i n the center of the s l i d e . What the s l i d e shows 

12 i s t h a t the Bone Spring dips o f f somewhat g e n t l y t o the 

13 east and c o n s i s t e n t l y over the p r o j e c t area. 

14 Also shown on the s l i d e i s a green l i n e --

15 a green l i n e from A t o A prime, which shows the path of 

16 cross-section t h a t w e ' l l see i n a l a t e r e x h i b i t , which 

17 includes f o u r w e l l s , two of which are i n the same 

18 s e c t i o n as the Loving Falcon. And t h a t cross-section 

19 w i l l serve t o show a re p r e s e n t a t i v e geology i n the area. 

2 0 Q. And Dr. McCarthy, i f you t u r n t o the next 

21 e x h i b i t , E x h i b i t Number 7, t h a t a c t u a l l y shows the 

22 cros s - s e c t i o n ; i s t h a t r i g h t ? 

23 A. That's r i g h t . 

24 Q. And j u s t f o r the Examiner's understanding --

25 MR. RANKIN: And there's one large map t h a t 
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1 we provided f o r the Examiners t o review and one f o r the 

2 record. Otherwise, there's j u s t the small one t h a t ' s i n 

3 the e x h i b i t packet f o r your review. 

4 Q. (BY MR. RANKIN) Dr. McCarthy, can you review 

5 f o r the Examiners E x h i b i t 7 and what i t shows? 

6 A. Sure. This e x h i b i t i s a cross-section, as I 

7 p r e v i o u s l y s t a t e d , from west t o east, covering the 

8 p r o j e c t area. The top p i t shown here includes the top 

9 of the Bone Spring l i n e , and what t h i s cross-section 

10 shows i s the upper p a r t of the Bone Spring, i n c l u d i n g 

11 the t a r g e t formation f o r the Loving Falcon, which we've 

12 drawn i n the p r o r a t i o n u n i t i n question. 

13 The logs shown here are a r e s i s t i v i t y on 

14 the l e f t and a neutron d e n s i t y p o r o s i t y on the r i g h t , 

15 w i t h a gamma ray t r a c k on the l e f t i n each of those. 

16 The one deviated w e l l shown here i s a c t u a l l y the Loving 

17 Falcon, the w e l l t h a t we d r i l l e d on f o r the p r o r a t i o n i n 

18 question, and i t has open-hole logs only down t o -- and 

19 beyond t h a t p o i n t , we have mud l o g only. 

20 And what we see here i s t h a t the f i r s t Bone 

21 Spring sand, which was the t a r g e t i n t e r v a l f o r t h i s 

22 w e l l , i s consi s t e n t across the area. I t shows 

23 consistency i n terms of p o r o s i t y . C o n t i n u i t y would be 

24 the word I would use. And there i s no observed f a u l t i n g 

25 or any s i g n i f i c a n t s t r u c t u r e i n the area t h a t would 
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1 cause any geologic impediment t o the r e s e r v o i r i n t h i s 

2 area. 

3 Q. So t h i s c ross-section i n t e r v a l j u s t focused on 

4 the upper p a r t of the Bone Spring, as you discussed. I s 

5 i t possible t h a t COG w i l l be i n t e r e s t e d i n the r e s t of 

6 the Bone Spring Formation i n t h i s area? 

7 A. Yeah, we consider the e n t i r e Bone Spring t o be 

8 perspective over the basin. 

9 Q. So based on your g e o l o g i c a l analysis and 

10 study -- I t h i n k you've already h i t on some of these 

11 p o i n t s , but would you summarize f o r the Examiners, based 

12 on review of the s t r u c t u r e map and surrounding w e l l s and 

13 cross-section, what you've concluded regarding the 

14 p o t e n t i a l h o r i z o n t a l development i n the area? 

15 A. Sure. I n terms of the f i r s t Bone Spring, as I 

16 mentioned, I see no geologic impediment t o the 

17 c o n t i n u i t y of the f i r s t Bone Spring across the p r o j e c t 

18 area. I t h i n k , as we found i n other p a r t s of the Basin, 

19 the Bone Spring can be e f f i c i e n t l y and economically 

20 developed by h o r i z o n t a l w e l l s i n t h i s area. 

21 On average, we would expect each -- each 

22 4 0-acre p a r t of t h i s p r o r a t i o n u n i t t o c o n t r i b u t e 

23 equally. There i s no s i g n i f i c a n t geologic d i f f e r e n c e i n 

24 the r e s e r v o i r areas. And t h a t ' s a l l I have t o say about 

25 t h a t . 
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1 Q. Thank you, Dr. McCarthy. 

2 Turning t o the l a s t e x h i b i t , t h i s i s a 

3 wellbore schematic. Can you please review f o r the 

4 Examiners the purpose of t h i s l a s t e x h i b i t and what i t 

5 shows? 

6 A. Sure. This -- t h i s wellbore schematic shows 

7 t h a t the e n t i r e complete areas are w i t h i n the re q u i r e d 

8 set back determined by the State of New Mexico. As you 

9 can see here, the surface-hole l o c a t i o n i s approximately 

10 530 f e e t from the east l i n e . The f i r s t completed j 

11 i n t e r v a l i s greater than 530 f e e t from the east l i n e , j 

12 and the toe of the w e l l i s approximately 3 50 f e e t of the 

13 west line. \ 

14 Q. Based on your a n a l y s i s , i s i t your o p i n i o n t h a t , 

15 the g r a n t i n g of COG's a p p l i c a t i o n w i l l be i n the best j 

16 i n t e r e s t of conservation and the p r o t e c t i o n of 

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

18 A. Yes, i t i s . 

19 Q. Were COG E x h i b i t s 6 through 8 prepared by you 

20 or under your supervision? 

21 A. Yes, they were. j 

22 MR. RANKIN: Mr. Examiner, I would l i k e t o 

23 move E x h i b i t s 6 through 8. 

24 EXAMINER JONES: E x h i b i t s 6 through 8 are 

25 admitted. 
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1 (COG E x h i b i t Numbers 6 through 8 were 

2 o f f e r e d and admitted i n t o evidence.) 

3 MR. RANKIN: Pass the witness. 

4 CROSS-EXAMINATION 

5 BY EXAMINER JONES: 

6 Q. Dr. McCarthy, you're aware t h a t you could have 

7 kicked t h i s w e l l o f f c l o s e r t o the lease l i n e as long as 

8 your f i r s t p e r f o r a t i o n can't change --

9 A. Yes. 

10 Q. - - i n the H o r i z o n t a l Well Rule? 

11 A. That's r i g h t . This w e l l was staked, as 

12 p r e v i o u s l y mentioned, by OGX, an e n t i t y t h a t we 

13 acquired. Our operating -- t y p i c a l operating procedure 

14 i s t o stake the w e l l s as close as we can t o the lease 

15 l i n e i n order t o maximum h o r i z o n t a l l e n g t h i n the 

16 p r o r a t i o n u n i t . 

17 Q. I n o t i c e d when Ms. Winter was t a l k i n g about the 

18 t r a c t s , you're going t o k i c k o f f on t r a c t one, which i s 

19 t o the east. I s t h a t because of land issues, or i s t h a t 

20 because of what you would want them t o do? 

21 A. Well, the surface-hole l o c a t i o n was put on the 

22 east I t h i n k because we had some c o n f l i c t on the west 

23 side w i t h some f a c i l i t i e s r e l a t e d t o the town of Loving, 

24 New Mexico. 

2 5 Q. And your t a r g e t i s the f i r s t Bone Spr ing . How 

PAUL BACA PROFESSIONAL COURT REPORTERS 
217805cc-f3a6-4cc8-bc5f-50dd0d6e4938 



1 t h i c k 
Page 24 

i s t h a t sand, and where i n the sand are you 

2 t a r g e t i n g ? 

3 A. Yeah. Well, the sand v a r i e s across the area. 

4 I n t h i s p a r t i c u l a r area, the sand i s approximately 250 

5 fe e t t h i c k , and we t y p i c a l l y land i n the lower -- top of 

6 the lower t h i r d of the sand. 

7 Q. Is i t some s o r t of grading upward sequence 

8 or are you a s t r a t i g r a p h e r ? 

9 A. No, I'm not a s t r a t i g r a p h e r by t r a i n i n g . 

10 Q. What d i d you get your Ph.D. s p e c i a l t y in? 

11 A. A c t u a l l y , I'm mineralogy, and c r y s t a l l o g r a p h y 

12 i s my s p e c i a l t y . 

13 Q. Oh. 

14 A. But i f you're asking about the nature of the 

15 f i r s t Bone Spring sand, we b e l i e v e i t t o be a series of 

16 t u r b i d i t e b r i e f [ s i c ] loads. 

17 Q. Now, can you e x p l a i n those j u s t b r i e f l y ? I'm 

18 boring everybody here, I know, but f o r myself --

19 A. Sure. 

20 Q. You sai d t u r b i d i t e s ? 

21 A. Right. That's c o r r e c t . We -- although we have 

22 not examined the f i r s t Bone Spring sand i n t h i s area i n 

23 great d e t a i l i n terms of s t r a t i g r a p h y , we t h i n k i t ' s 

24 f a i r l y deep-water mobilized c l a s t i c deposit from -- from | 

25 the s h e l f region t o west and northwest. 
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1 Q. And i f you had your d r u t h e r s , would you j u s t do 

2 a mud l o g on t h i s t h i n g , or what k i n d of logs would you 

3 have run? 

4 A. I n terms of the h o r i z o n t a l wellbore? 

5 Q. Yeah. 

6 A. We t y p i c a l l y j u s t c o l l e c t a mud l o g from the 

7 h o r i z o n t a l wellbore, because of the cost associated w i t h 

8 t r y i n g t o run h o r i z o n t a l open-hole logs. 

9 Q. There's logging w e l l d r i l l i n g and c a p a b i l i t y , 

10 but you don't have any preferences i f cost was not an 

11 object? 

12 A. I f cost was not an o b j e c t , of course we would 

13 run a d d i t i o n a l logging w e l l d r i l l i n g or other types of 

14 open-hole logs i n the h o r i z o n t a l , but as a general 

15 business p r a c t i c e , we don't do t h a t i n general. Our 

16 competitors don't appear t o do t h a t e i t h e r most of the 

17 time. 

18 Q. At what p o i n t are you going t o know whether t o 

19 release your landman t o s t a r t l e a s i n g around here? I s 

20 i t r i g h t a f t e r the f r a c job or du r i n g the f r a c job or 

21 what, or a f t e r you put i t on pump? 

22 A. On t h i s - - o n t h i s p a r t i c u l a r w e l l , w e ' l l wait 

23 u n t i l we have flowback i n f o r m a t i o n before we s t a r t 

24 a c t u a l l y l e a s i n g the surrounding area, yeah. 

25 Q. I b e t t e r stop asking questions? 
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1 EXAMINER JONES: David, do you have any 

2 questions? 

3 EXAMINER BROOKS: I have no questions. 

4 EXAMINER JONES: Thank you very much. 

5 THE WITNESS: Sure. 

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

7 the witness. 

8 EXAMINER JONES: Are we done w i t h t h i s 

9 case? 

10 MR. RANKIN: I have nothing f u r t h e r . 

11 EXAMINER JONES: Mr. Jones hasn't walked i n 

12 while we were t a l k i n g , so -- except i n s p i r i t , so w i t h 

13 t h a t , Case 14880 i s taken under advisement. But I w i l l 

14 ask you t o get back w i t h us about the e n t i t y and the 

15 op e r a t i n g e n t i t y , e s p e c i a l l y who i s going t o be named as 

16 operator. 

17 MR. RANKIN: We'll do t h a t , i f not today, 

18 then by tomorrow. 

19 (The hearing concluded, 8:50 a.m.) 

20 
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