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(8:20a.m) ‘
EXAM NER BROCKS: At this time, we will :
call the application of QX Operating, LLC for a L
nonstandard -- we'll call Case Number 14911, application g
of OXG Operating, LLC for a nonstandard spacing and @
proration unit and compulsory pooling, Eddy County, New %
Mexi co. %
Call for appearances. §

MR FELDEVERT: M. Exami ner, M chael ;
Fel dewert fromthe Santa Fe office of the lawoffice of §
Hol |l and & Hart, appearing on behalf of the Applicant,
QG Operating, LLC.

I have two witnesses here today.

[f | may approach?

EXAM NER BROCKS: Thank you.
MR FELDEVWERT: Shall we have t he t wo
witnesses sworn?

EXAM NER BROCKS: Yes, please.

ST R L e PR PR Pt o

Would the witnesses please stand and

LR T

identify themselves for the record?

s

MR DI RKS: Stuart Dirks.

PRRTE 5

MR CLARK Greg Clark.

(Wtnesses sworn.)

EXAM NER BROCKS: Call your first witness.

MR FELDEWERT: Yes, M. Exam ner.

L T S A T PO DT Pt BT P A
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M. Dirks.

STUART Dl RKS,

after having been previously sworn under oath,

questioned and testified as follows:
DI RECT EXAM NATI ON

BY MR FELDEVERT:

Q Woul d you please state your nane and then

identify by whomyou ar e enployed and i n what capacity, ]

pl ease?

A M/ nane i s Stuart Dirks. ["'m enmpl oyed with G5 |€

Operating, LLCin M dl and, Texas as a | andman.

Q Have you previously testified before this

Division? }
A.  Yes, | have. ’
Q. And were your credentials as a |andman accepted
and nade a matter of public record?
A Yes.
Q. Are you familiar with the application that has
been filed i n this matter? :
A Yes, | am ii
Q. Are you familiar with the status of the [ands %
in the subject area? %
A Yes, | am %
Q And would you please turn to what's been marked %
as Q35 Exhibit Nunmber 1? And using that, would you ;
;

was
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1 identify for the Exam ners what t he conpany seeks with
2 this application?

3 A. Hi ghlighted in yellow is Section 1 of 19 South,
4 25 Northeast in Eddy County. We seek to forma 160-acre
5 nonstandard spacing unit and proration unit covering the
6 north half of the north half of Section 1. W also seek
7 t o pool al |l mneral interest i nthe Yeso Formation

8 within our proposed unit.

9 Q M. Dirks, what well will be initially

10 dedicated to this nonstandard unit? ﬁ
11 A The Clydesdale 1 Fee #I1H |
12 Q And what will be the orientation of that well? 5
13 A From east to west.
14 Q And will you have a standard penetration point %
15 in Unit A as well as a standard bottom hole |ocation?

16 A. The surface location will penetrate at a

17 standard location -- penetrate the formation at a

18 standard | ocation. And, yes, the bottom hole is a

19 standard | ocation.

20 Q. And what pool is involved with this particular
21 application?

22 A The Penasco Draw.

23 Q. And what is the status of the lands in this
24 particul ar area?

25 A. They're al | fee lands.

- i
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Q Then turn t o what's been marked as G35 Nunber
2. Does this identify the |ease donors i n each tract of
the north half of the north half of Section 1?

A. Yes, that's correct.

Q Now, first off, how many of t he lessees that
are shown on here remain uncommtted t o this proposed
wel | ?

A Only one.

Q. And whi ch conpany is that?

A. That is OXY-Y1 Conpany.

Q And then have you -- you also note on here that
there was sone open acreage; 1 s that correct?

A. That's correct.

Q Have you been able t o identify the owners i n
this open acreage?

A Yes, | have.

Q And were you able to secure -- or was the
conpany abl e to secure | eases fromsone of the m nerals
owners i n this open acreage?

A VW' ve secured almost 50 |eases within our
proposed wunit.

Q. And if | turn to what's been marked as GG
Exhibit Nunber 3, i s that a sanmple of the well proposa
letter that was sent to the interest owners i nthe

proposed nonstandard unit?

TR e

TR
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1 A Yes, i tis.

2 Q. And it contains an AFE, does it not?
3 A. Yes, it does.
4 Q. If we then turn to what's been marked as GG

5 Exhibit Nunber 4, i s this, M. Dirks, alist of the
6 mi neral owners in the nonstandard unit that you have

7 been unable to | ocate and, therefore, obtain a |ease

8 from?
9 A That's correct.
10 Q. Vds notice -- and it also shows, does it not,

11 their percentage interest in the well or in the

12 nonstandard well in issue?

%
13 A. Yes, it does. L
14 Q. s the notice of this hearing provided by

T ——
Y Sy L T T T T P PRI

15 publicationt o this subset of interest owners that you

16 have been unable to |l ocate?

17 A Al | except for one. |
18 Q. VWhich one is that? é
19 A That was the estate of Rufus Rand. 2
20 Q. And what occurred with respect to that
21 particul ar estate that caused notice not to be provided? f
22 A. His interest did not appear on our takeoffs §
23 when we first sent out the well proposals. Once we E
24 received the title opinion, that's when we found hi s
25 interest. V¢ do have a lease froman HC Rand, and we

___ |
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these two interests confused, but, in fact, they are

separate and unrelated interests.

Q And does the conpany intend to provide

additional notice by publication to the estate of Rufus

Rand t o address this very small interest i n this

nonstandard unit?

A Yes, we do.

Q. Now with respect to the remaining interest

owners shown on this [ist, notice was provided by

publication?

A Yes.

Q. And if you turn to what's been marked as Q&G

Exhibit Nunber 5, i t contains, does i t not, two notices

of

of

publication in the newspaper of general circulation

the daily press on Septenmber 27, on the second page,

and Oct ober 7th, on the first page, correct?

on

A Yes.
Q And the individuals that we just went through

the prior [ist are actually listed by nanme, or their

estates, in these notices of publication?

A. Yes, they are.

Q. Then let's turn back to Exhibit Number 3,

because | want to take a quick look at the AFE that's

attached to this letter, that was sent with this letter.

Are the costs that are reflected on this AFE consistent

|
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1 with what t he conmpany has incurred for drilling simlar

2 wells in this area?

i ST e AP Lo o1

3 A Yes, they are.

4 Q Has t he conpany nade an estimate of the | IE
5 overhead and administrative costs while drilling this

6 well and also while producing this well if successful? ;
7 A Yes, we have. I
8 Q. Woul d you pl ease provide those nunbers for the

9 Exam ners?

P e T

10 A 500 a month, drilling; 550 a nonth while

11 producing.

12 Q. And are these costs |ikewi se consistent with
13 what t he conpany and ot her operators i n this area charge
14 for simlar wells?

15 A. Yes, they are.

16 Q And does t he conpany request that these figures
17 be incorporated into any order and that the order

18 provide themt o be adjusted i n accordance with GOPAS

19 gui delines?

By T e P ey A R e e e e e AP e v e R P e

20 A Yes, we do.

21 Q. Now with respect to the formation of the 3
22 nonstandard union -- first off, has the conpany brought g
23 a geologist today to provide technical testimony in §
24 support of the proposed nonstandard union? %

25 A Yes.

3 T LT R B BT T B B A T o A B T 21Tt 1+ e L UM SRS

PAUL BACA PROFESSIONAL COURT REPORTERS

8d0878fb-1454-4436-b533-064b654c9880

. TR AR A AR R



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Page 10 |

Q Was t he company able t o identify t he |leased
mineral interest owners in the 40-acre tracts
surrounding the proposed nonstandard unit?

A. Yes, wedi d.

Q. And did the company then include these |eased
mineral owners i nthe notice of this hearing?

A. Yes, wedi d.

Q And finally, then, i s Exhibit Number 6 an

affidavit with attached letters providing notice of this

hearing, then, to al |l the affected parties?
A Yes.
Q. M. Dirks, were Exhibits 1 through 6 prepared

by you or compiled under your direction and supervision?
A. Yes, they were.

MR FELDEVERT: M. Exami ner, at this time
we'd nove f or admission into evidence of Exhibits G3G 1
through 6.

EXAM NER BROCKS: 1 through 6 are admitted.

(QGOG Exhibit Numbers 1 through 6 were

of fered and admitted into evidence.)

MR  FELDEVERT: That concludes ny
examination of this witness.

EXAM NER BROCKS: Thank you.

TP ———
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BY EXAM NER BROKS

Q You said t he Penasco Draw pool. | s that
Penasco Draw Gl ori et a- Yeso, or what isit?

A San Andres.

Q San Andr es.

Now is this to be a San Andres or a

Blinebry?

A. Il t' s to be Yeso.

Q So t he Penasco Draw San Andres pool includes
t he Yeso Formati on?

A I t' s the San Andres- Yeso.

Q San Andres-Yeso pool ?

A Yes, sir.

Q Good. That'll be enough for ne t ofindi t .

Now, were there any -- you said the estate

that was listed did not get notice initially, but I
didn't followeverything you said about i t . Is there
any interest owner who has not been -- f or whomyou have
not been able to get notice to?

A. Just that one that has not been published
Just that one.

Q. You say i t ' s not been published. Are you
going -- are you asking -- are you asking the case be

continued?

e T T

Rl T O E A
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MR FELDEWERT: M. Examner, | intendt o
ask the case be continued for two weeks to allow --

Q (BY EXAM NER BROXXS) And you do not have an
address for the people entitled to that interest?

A No, sir.

Q | take it you are asking to pool only -- you
are asking for compulsory pooling only of this unit only
as t otheportionthat's includedi nthe Penasco Draw
San Andres-Yeso pool ?

A Yes, sir.

Q You're not asking for any up-hole pooling?

A No, sir.

Q | think that's all | need to ask.

EXAM NER BROXS. M. Ezeanyi nf?
EXAM NER EZEANYI M I don't have anything
for you, but --
RBS- EXAMII NAT I ON
BY MR EZEANYI M

Q The bottom hole location of the well, is it
standard. or nonstandard? | didn't get what you said.

A The bottom hole is standard.

l't' s standard?
| t' s standard, yes, sir.
Al Il right. That'sal | .

Thank you.
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BEXAMNER BROCKS. Thank you.
MR FELDEWERT: Call our next witness,
then, M. Greg Clark, geologist.
GEG ALARK

after having been previously sworn under oath, was

questioned and testified as follows:
D RECT EXAM NATI ON
BY MR FELDEWERT:
Q M. Clark, would you please state your full
nane f or the record and identify by whomyou ar e
empl oyed and i n what capacity?

A. Yes. Greg Clark, geologist for Concho.

Q And have you previously testified before this
Division?

A I have.

Q And were your credentials as a petroleum

geologist accepted and nade a matter of public record?

A They wer e.

Q. And are you familiar with the application
that's been filed i n this case?

A Yes.

Q And have you, M. Clark, conducted a study of
the lands that are the subject of this application?

A | have.

MR FELDEWERT: M. Exam ner, | would

T T o S D v B SO L g B T 7 2 o PR B s et = T A L e o e e

PAUL BACA PROFESSIONAL COURT REPORTERS

8d0878fb-1454-4436-b533-064b654c9880

foPrcana e rkat et sy Sy e P ORI S A A S e

CE T T

N R

QR Epa: SRy ot e A A I N R A R R A B s

20

NV A N M KA

T R

T mesemEg

AN R

e
T

gty




Page 14 |

1 tender M. Clark as an expert witness in petroleum

2 geol ogy.

3 EXAMNER BROKS. He i s so qualified.

4 Q (BYM FELDEVERT) M. Clark, i f you turn, ii
5 then, t o what's been marked Q3G Exhi bit Nunber 7. é
6 Please identify that for the Examners, and then walk
7 themthrough i t , please. [2

8 A I will. This i s aregional structure map on
9 t op of t he Paddock Formation. Wat we ar e depicting
10 here are offset fields that have been completed i n t he
11 Paddock and Blinebryi norder t o showt he structural

12 analogy t o where we want t o drill t he Clydesdale 1 Fee

13 #1H. The wells that are depicted in red are Paddock

TR 3 IR

14 producers. The wells that are depicted in blue are

G

15 Blinebry producers. And where they both have red and

e T —

1G  blue, they were completed in both the Paddock and the

17 Bl inebry.

PRI )

18 The yellow represents Concho's acreage, and
19 then the red ine fromeast to west represents the

20 orientation and path of the Clydesdale 1 Fee #1H in

H S gt

21 which we request t o drill.

22 Q. And | may have missed it. Wha is the general

23 structural orientation here?
24 A. That's correct. If you -- if you look at the

25 structure map, you'll see that the general dip is from a

R e A e e Y A2 T N e o
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northeast to a southwest direction. W don't see any
major faulting or any major geologic impediments that

woul d separate us from any of these offset fields that
we feel ar e anal ogous t o where we want t o drill.

Q Then turn to what's been marked as GG Exhibit
Nunmber 8. Will you please identify that for the
Exam ners, and discuss this exhibit with us, please?

A I will. Thisi sthe sane map i nterms of it's
a geographic reference. The structure's been taken off.
And t he main point herei s toshowthe Iine of section
I n whichwill be the next exhibit that we'll go through.
The |ine of section is going to go from a south to north
direction. That is |labeled Ato Aprime. And it
depicts wells that are in these offset fields that we
feel ar e anal ogous t o where we want t o drill our
Clydesdale 1 Fee #1H well.

Q Ckay. | f we keep this map i n mnd, we can then
nove t o what's been marked as G35 Exhibit Nunber 9. |I's
this a cross section, M. Clark, that corresponds with
Q3G Exhibit Nunber 87

A 1 tis.

Q Woul d you please walk the Examners through
this G35 Exhibit Nunmber 9, please?

A Yes. Again, this cross section is oriented

from a south to north direction, with A being on the

tere R T e e A A 2 RN S R oot KT 7
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1 south end of the cross section, and A prime being to the

L Do e

2 north. So that would be going fromthe Cemetary field I§
3 t hrough t he Dagger Draw, up t hrough our Lakewood area ;
4 and to the Penasco Draw field area that we feel all é
5 anal ogous t o where we want to drill our Clydesdale 1 Fee §
6 #1H wel | . This cross section is a stratigraphic cross é

7 section, and i t' s been flattened on top of the Paddock.
8 The structure's been taken away in order to
9 show t he stratigraphic relationship of the producing

10 fields to where we would like to drill our well. As you

11 can see, there is no major stratigraphic variance from
12 these fields i n relationship to where we would [ike to

13 drill our well. W have similar | og characteristics

14 throughout the cross section that we feel is analogous
15 to where we would like to drill our Clydesdale well.

16 [f you'll notice, on the wells, the second

17 well from the |eft and the last well on the right, and
18 then the m ddl e of depth track, there are red rectangle
19 boxes that represent perforated intervals within these
20 wells. And you'll see in the well that is the second
21 fromthe left, that that well has been perforated and

22 completed i n the Paddock. And i f you look at the last

23 well on the right, i t also has been perforated and

24 compl eted inthe Paddock.
25 The first well on the left, which is to the :

R e P e T T R S S P N T T T, goen TR R e G B T P ﬁ({\mmmmn.‘.é’.ﬁ.ﬂ?mmmh#%ww%wwé
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south, and the third well from the left and the fourth
well fromthe left are all Mdirrow gas wells. They have
not yet been conpleted to the Paddock. That's why you
don't see any perforated intervals there.

And then the well that we're using, that is
t he second fromt he right, i s apilot hole of one of the
recent wells that QX has drilled, so that's why you
also don't see any conmpleted interval within the
Paddock.

But overall, this cross section shows wells
i noffset fields that have been completed i nthe
Yeso- Paddock Formation, and we feel that t he conparison
i s an equivalent t o where we would like to drill our
Clydesdale 1 Fee #H well.

Q 7And speaking of that, looking at Exhibit Nunber
9, you've identified your target interval by way of a
red marking labeled "Lateral Interval," correct?

A. That is correct. That is the interval in which
we intend to land our horizontal well.

Q Now, M. Ezeanyim had a question about the
location of the proposed well. | s Q35 Exhibit Nunmber 10
a well diagram demonstrating compliance with the setback
required by the Division's rules?

A 1 tis.

Q M. Clark, what conclusions have you drawn from

rrrrrrr T T T T T T
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DY e T

your geologic study of this area? %

A Wth t he work that we've done, t he conclusions 2
are that we -- | don't feel there are any major geologic E
i mpedi ments or stratigraphic differences that would keep ;
us fromdevel oping these wells using full-section |§
horizontals -- or this well, rather, fromdrilling
full-section horizontals.

Also feel that we can bhe -- efficiently and

econom cally, the best way t o drill these wells would be i
in a horizontal fashion, and also feel that all parts of
theunit will, on average, contribute equallytothe §

overall production of said well.

Q. So in your opinion, M. Clark, would the
granting of this application be in the best interest of
conservation, prevention of waste and the protection of
correlative rights?

A Yes.

Q And were QI Exhibits 7 through 10 prepared by

you or compiled under your direction and supervision?

A Yes, they were.

MR FELDEWERT: M. Examner, | would nove ?
for adm ssion into evidence of Q¥ Exhibits 7 through i
EXAM NER BROIKS: 7 through 10 ar e |
admi tted. ;
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8d0878fb-1454-4436-b533-064b654c9880



10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

25

Page19

(Q3G Exhibit Nunmbers 7 through 10 were
of fered and admitted into evidence.)
MR FELDEWERT: That concl udes ny
exam nation of this witness.
And as | alluded to earlier, M. Examner,

we woul d ask this be continued for t wo weeks t o allow

published notice to the estate that is reflected on

Exhibit Nunber 4, t he estate of Rufus Rand.

EXAM NER BROKS. Ckay. Is the two §
weeks -- has the noti ce been published? |
MR FELDEWERT: | believenot yet . | think

It's this Friday, tomorrow.

EXAM NER BROOKS. My concerni s, | believe
that i t ' s supposedto be published 20 days i n advance,
but I " | | have to check the rule on that, because | don't

remenber exactly howi t ' s worded.

MR FELDEWERT: You know, | " | | checkthat.
We may have to -- I " | | | et you know We may have to
back.

EXAM NER BROOKS: Well, | needt o -- you
know, | need to decide what day to continue it to.

MR FELDEWERT: |' mwondering -- | think

the publication was in the newspaper of general
circulation.

EXAM NER BROCKS: Yeah. That's what | need

PAUL BACA PROFESSIONAL COURT REPORTERS
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to figure out. g
MR FELDEWERT: | want to say 10. %
EXAM NER BROKS: 412. E
['mnot findihgi t , unfortunately. é
Ckay. 412B: M f an Applicant has been %

unable to locate persons entitled to notice after

o PR

exercising reasonable diligence, the Applicant shall

o N e TR it 7 T

provide notice by publication and submt proof of
publication. Such proof should consist of a copy of

| egal advertisement that was published ten business

e B

days ..." §
MR FELDEWERT: | think |l hadi t counted.

| believe it was Friday. i

EXAMNERBROXS: | thinki t wouldbe --

PR e

I'm thinking it would be today. You count the day
you're counting from but not the day you're counting

t o, under standard New Mexico and al so Texas practice.

MR FELDBEWERT: Correct.

PR AT

EXAM NER BROKS: And | believethat i t had |

é

to be published today, because -- Thursday, Friday, é
Monday, Tuesday, Wednesday, Thursday, Friday, Monday, ‘5
Tuesday, Wednesday. So that's your ten business days. %
MR FELDEWERT: Let ne -- ny secretary g

calendared i t . She may have cal endared it for today. | ‘3
knowwe were goingt o get goingt o get thepublication g
:
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out, but if we could continue it for two weeks --
EXAM NERBROIKS: Yeah. I ' | | continuei t
until Novenmber 1st. | f you can showthat i t was
published today, you'll be okay on Novenber 1st.
Otherwise, we'll have t o continue i t again until

Novenber 29t h.

B e A P P B

MR FELDEVERT: Correct.

EXAM NER BROKS: Okay. Very good.

TP Ie e Demgm

Case Number 14911 is continued to Novenber
1 for purposes of notice.
| didn't have any questions.
Do you have questions --
EXAM NER EZEANYI M Yes.
EXAM NERBROKS: -- f or our witness? I'm
sorry.
Back on the record in Case Nunmber 14911.
M. Ezeanyim you may question the witness.
CRCBS- EXAM NATI ON
BY EXAM NER EZEANYI M
Q. As you were talking about, if you can't get it
i n by Novenber 4t h [sic], i t' sgoingt o be Novenber
29th. And one of the questions i s: I's there anything
that will impact on your operations, you know, |ike you

have a ri g waiting or something |like that? Maybe you

have to wal k out and get it out today, because we don't

e B v o myesaea T L e e T P DA PN A O P £33 e =T T — ;L;
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have anything on the 15th. So I'mwondering if you're
going to have any problem if we continue to the 29th, if
we can't get the publication out today.

A | believe we're okay.

Q. OCkay. Eventhoughi t' s goingtocontinue
I know -- | know we can do it on Novenber 1, but I'm
just -- 1 n case you didn't. So | wanted t o nake sure
that's the day I'm looking at.

Ckay. Having taken care of that, let's go

back t o Exhibit Nunber 7 on the -- on your estimated
i f you ook -- if you look at that, I'mlooking at the
well you're going to drill. First of all, what i s the

pool? What i s the nane of t he pool here?

A. It is the Yeso Formati on.

Q | nmean t he nane of the pool.

A. | believe that was testified earlier by the
| andman.

Q As what ?
MR FELDEWERT: | thinki t was the --
wrote it down. Penasco Draw San Andres-Yeso pool .
Q (BY EXAM NER EZEANYI M COkay. Now, going to
Section 36 just above that Section 1. Those wells add

real ly to what pool?
A. ["m not sure. |*d have to go back and | ook at

the application.

T I

PALL BACA PRCFESS ONAL GOURT REPCRTERS

8d0878f b- 1454- 4436- b533- 064b654¢9880

:

SRR TR paras R

B P 2 o A POV T PO B P e P Fe

AR R Lorer T

s T e

T o B B B o s TR =t B Sy AT T TR o TR e P

i O e PR P M Pty



Page 23

1 Q You didn't find out who -- who owns these

2 wells -- I mean those wells?

3 A Those are A3G s wells. %
4 Q Your wells? %
5 A Yes, sir. §
6 Q GG wells.  But you don't know what pool E
7 they're at? |§
8 A | don't know for sure without having the AP in %
9 front of ne, sir. %
10 Q Now, what are the wells down south? Are those %
11 your wells, too? Are those your wells? %
12 A Hw far south? i
13 Q I'mtal king about, for exanple, Sections 24, §
14 25, 35, 367 §
15 A No, sir. 35 36 in Section 2, those are 0B |
16 wells. E
17 Q Those are GG wells? z
18 A Yes, sir. F
19 Q And you don't know what -- é
20 A No, sir.
21 Q You are @G right? E
22 A Yes, | am
23 Q You know where I'mgoing? |I'mlooking at §

24 I'm [ ooking at where you're going to take that

25 orientation, you know. | f those wells are produced from

BN N s T R R LT G A R T T T
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Page 24 |
there, are those wells going north-south? W want to
find t he geol ogy and why we want t o go east-west i n this

particul arsection.

A. Sir, | can answer to that if you want.

Q Yes. That's ny question.

A Ckay. Well, 1 f you look overall regionally,
you'll see that there are a nunber of wells that are

oriented north-south and a number of wells that are
oriented east-west.

There has not been one preferred direction
of orientation for these wells. And the reason being,
one, we have not seen any significant difference in
production from wells that are oriented east-west versus
oi |l wells that are oriented north-south. But from a
geologic perspective, we feel that SHax, t he maxi mum
horizontal stress direction, is in anortheast to
sout hwest direction, and as long as you drill these
wells oblique and/or perpendicular t o SHwax, you're
going t o be effective when you're completing these wells
in terms of your fracking.

Q. | understand what you just said. This case is
going to be continued.
A. (he second. The main purpose for the east-west

in Section 1 is the southern half of that section is

of fset by Cimrex. So we only ow the north half of the

PALL BACAPRCFESSl CNN_CDRI'REPO'\TI'EI%
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Page 25 |
section. So i n order t o also develop a full 160 unit,
we'd have to orient these in an east-west direction, or
we would only be able to do half-section [aterals if we
did themin the north-south.

Q. Well, not if -- not if you are going to produce
more i f you go north-south. | knowwhat you're talking
about . You only address east-west. Ckay. But you

don't want t o drill north-south because of soneone

else's interest. That's why we drill wells. | mean,

east-west is not going to inpede GG interest there.

Sonmeone may have something there. Anybody can have

something. Wat I'mtryingt o determne herei s for the

technical point. It's not who owns what, because you
candrill awell regardless of who owns anything, i f you
want to be the operator.

A Sure.

Q. My only concern i s, what is the proper
orientation? You know, i f youaretellingnethe
proper -- why you do that is because you don't own an
interest, | don't think that will fly. Because are you
going to reduce waste [sic] by going east-west, or do
we -- you know, i s this nore hydrocarbons i f we go
north-south? | guess we can work out, | assune, even if
sonmebody has an interest i nthe southportion.

A So normally in --

T e e N D e T B O e e e e o
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Fege 26 |
Q Soi f youtell nethegeologyi s that way and
convince me that's howwe can do i t , | can agree with
that, but not i f sonmebody owns that. Sonebody can wal k
out and we can drill wells i nthat fashion. To be able
to -- what is our aimhere? To get out as nuch
hydrocarbon as we could regardless of who owns what.
MR FELDEWERT: M. Examner, can | address
that with the witness?
EXAM NER EZEANYI M Yes.

REDI RECT EXAM NATI ON

BY MR FELDEWERT:
Q M. Clark, t he conpany has chosen, i nthis
particular case, todrill the well fromeast t o west; i s

that ~correct?

A. That's correct.

Q. In other circumstances, the conpany has al so
chosent odrill t he well north-south?

A. That is correct.

Q. In your exam nation of the structure, inthe
geology in this area, is there any difference in terms
of t he productionof hydrocarbons whenyou orient t he
well north-south or east-west?

A We have not seen that to be the case.

EXAM NER EZEANYI M What was t he question?

What di d you just ask?

PAU_ BACAPRCFESSI G\W_CDRI'REPCRTERS
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1 Can you read that back?

2 (The record was read as requested.)

3 EXAM NER EZEANYI M What was t he answer ?
4 THE WTNESS: No.

5 QGONTI NUED CRCSS- EXAM NATI ON

6 BY EXAM NER EZEANYI M

7 Q Hw did you determne that?

8 A Excuse ne?

9 Q How di d you -- what -- what tells you that
10 there is no difference?

11 A. Production data.

12 Q From which wel |l s?

13 A From wells in Section 32, wells in Section 5,

14 wells in Section 36, and then the whole Cemetary area
15 and a full analysis down there.

16 As | testified to earlier, the first point
17 that we have in terms of science is the production

18 itself. Andi nthe production, we have not seen, i n any
19 of these wells that are oriented north-south versus

20 east-west, an appreciable difference in terms of

21 production because of the orientation.

22 And secondly, from a geologic perspective,
23 we have evidence and science that shows us that t he SH
24  maximumstress directioni s i n anortheast t o southwest

25 direction. Therefore, technology tell s us that if we
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1 stay oblique or perpendicular t o SHyvax, that you're

2 going t o have an effective tracking when you're tracking H

3 these wells.

4 And thirdly was ny point about Cimarex

5 being to the south of this. So third being the less

6 the less strength in terms of my point, and nunber one

7 being the first strength, the strongest point.

8 Q Ckay. Very good. Wiat | would like t o add

9 here i s, on that Section 36, directly above Section 1

10 operated by GG | would |Iike to see information on

11 those wells and the pooling from --

12 A We can get that to you. In terms of

13 information, what information?

14 Q | want production data and from what pool they

15 are.

16 A. Ckay. Well, sir, there are also other dynamcs

17 that are going on in that Section 36.

18 Q. What is that?

19 A There are sonme wells that have been landed i n

20 the lower part of the Paddock, and there are sone wells

21 t hat have been |l anded in the upper part of the Paddock.

22 Q That's why | want to know what pool they're

23 producing from

24 A. The Yeso i s Yeso. ]}

25 Q. Wiat isthenane of the -- isit the Penasco, :
— SV S I
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1 too? But | have sone questions. You say you don't

T T T T e e

2 know. | s that t he Penasco or sone ot her pool i nthe }
3 Yeso? ;
4 A. | am certain that whatever pool it was assigned E
5 to included the Yeso. r;
6 Q. Can | get the production data from those wells

7 in that section? As we are waiting for the continuance,

8 | can |look at that data.

9 A. | " | | have to get back to you on that.

10 EXAM NER BROCKS: Data -- t he latest time

11 that's been reported to the QD --

12 EXAM NER EZEANYI M Yeah.

13 MR FELDEWERT: M. Exam ner, we should
14 have access to the data already within the system and
15 we'd be happy to provide it to you. But that data |
16 should be there. We can certainly provide the pool
17 nane. | can giveyou -- | knowt he current pool nunber

18 f or Section 1 for this particular well that's been

19 assigned by the Oil Conservation Division. The nunber

20 i's 50270.

LR DA A U O S

21 EXAM NER EZEANYIM  Yes, | know we can get E
22 thedata, but | don't knowt he nane of wells, t hel P %
23 numbers. | can go in there and look at i t %
24 THE WTNESS: They're i n Section 36.

25 MR FELDEWERT: M. Exam ner, | do have a
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sheet here now t hat would provide --
EXAM NER EZEANYI M The information I need?
I f I have t he nanes of t he wells, that would be fine.

MR FELDEVERT: | cangiveyouthe names of

the wells, yes. ['m assumng, then, M. Examner that
you would -- if you get an opportunity to look at that é
dataandt he nanes of t he wells and pool, i f you would %
| et me know, so we can have the geologist brought back. ;

EXAM NER EZEANYI M | will do that, because :
I'm concerned. I want to look at that.

MR  FELDEVERT: Okay.

EXAM NER EZEANYIM That's al | | have.

TR g

Thank you. §
EXAM NER BROCKS: Very good. Case Number %

14911 will be continuedt o November 1st, 2012 f or z
purposes of notice. 5
(The hearing concluded, 8:55 am) d

o BT Artifve tf??t ((h(( f?{%gﬁ@& i ;;l

&r@gﬁi,f.*rf'u-‘” “‘mwm Q«( :

fee jtaatnimer Tl A m e 3 “H; 3

.eaxi bj*rne o*_. L. |JLrLJ - i

|

%

i

|

e B P B Rl T P A RS B ottt

T A L kT T T T e T P T 25

PAUL BACA PROFESSIONAL COURT REPORTERS

8d0878fb-1454-4436-b533-064b654c9880



1 STATE COF NEW MEXI CO

2 CAUNTY OF BERNALI LLO

3

4 CERTI FI CATE OF COURT REPCRTER

5 I , MARY C HANKINS, New Mexico Certified
6 Court Reporter No. 20, and Registered Professional

7 Reporter, do hereby certify that | reported the

8 foregoing proceedings in stenographic shorthand and that
9 the foregoing pages are a true and correct transcript of

10 those proceedings that were reduced to printed form by
11 me to the best of my ability.

12 I FURTHER CERTIFY that t he Reporter's

13 Record of the proceedings truly and accurately reflects
14 the exhibits, if any, offered by the respective parties.
15 I FURTHER CERTIFY that | amneither

16 empl oyed by nor related to any of the parties or

17 attorneys i nthis case and that I have no interest i n
18 t he final dispositionof this case.

19

20 ﬁﬂf@kd MM

MARY <Zj. HANKI NS, CCR RPR

o TR i R S S TR s 1 1

21 Paul Baca Professional Court Reporters §
New Mexico QR No. 20 :

22 Date of QR Expiration: 12/ 31/ 2012 §
23 §
24 ;

|

25 :
B T N o e e T T Lo e s HY 4 M oonE 7 o s ma Epee: “!'m{wwmsﬁvz'u;,mhw,‘:,,k;rf“g%ﬂmxm»‘..xf\%

URT REPORTERS

8d0878fb-1454-4436-b533-064b654c9880

PAUL BACA PROFESSIONAL CO



