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(1:23 p.m.) 

2 EXAMINER EZEANYIM: We have two cases l e f t . 

3 That i s very good. Next case i s Case 14971, i f I'm not 

4 mistaken, a p p l i c a t i o n of COG Operating, LLC f o r a 

5 nonstandard spacing and compulsory u n i t , Eddy County, 

6 New Mexico. 

7 C a l l f o r appearances. 

8 MR. FELDEWERT: Mr. Examiner, Michael 

9. Feldewert, w i t h the Santa Fe o f f i c e of the law f i r m of 

10 Holland & Hart, appearing on behalf of COG Operating, 

11 LLC, the Applicant i n t h i s case. I have two witnesses. 

12 EXAMINER EZEANYIM: Any other appearances? 

13 Okay. May the witnesses stand up and say 

14 t h e i r names and be sworn? 

15 MS. MOHEBKHOSRAVI: Katayoun Mohebkhosravi. 

16 MR. CLARK: Greg Clark. 

17 (Ms. Mohebkhosravi and Mr. Clark sworn.) 

18 MR. FELDEWERT: C a l l my f i r s t witness. 

19 EXAMINER EZEANYIM: Okay. 

20 KATAYOUN "KATIE" MOHEBKHOSRAVI, 

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

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

23 DIRECT EXAMINATION 

24 BY MR. FELDEWERT: 

25 Q. Would you please t e l l the Examiner your name, 
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1 w i t h whom you are employed and i n what capacity? 

2 A. Any name i s a Katayoun Mohebkhosravi, but f o r 

3 s i m p l i c i t y sake, I ' l l go by Katie. I l i v e i n Midland, 

4 Texas, and I work f o r Concho Resources. 

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

6 Divisi o n ? 

7 A. Yes, I have. 

8 Q. And were your c r e d e n t i a l s as a petroleum 

9 landman accepted as a matter of p u b l i c record? 

10 A. Yes, they were. 

11 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 

12 t h i s case? 

13 A. Yes, I am. 

14 Q. And the status of the lands i n the subject 

15 area? 

16 A. Yes. 

1-7 MR. FELDEWERT: I w i l l tender Ms. Moheb as 

18 an expert witness i n petroleum land matters. 

19 EXAMINER EZEANYIM: So q u a l i f i e d . 

20 Q. (BY MR. FELDEWERT) And I sa i d "Moheb." I s t h a t 

21 okay? 

22 A. Yes. 

23 Q. M-0 --

24 A. H-E-B, yes. 

25 Q. Would you t u r n t o what's been marked as E x h i b i t 
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1 Number 1? Please i d e n t i f y t h a t and e x p l a i n what the 

2 company seeks under t h i s a p p l i c a t i o n . 

3 A. Yes. This i s the Lakewood area, and i t 

4 i d e n t i f i e s our Yeso w e l l s i n the surrounding area. 

5 Y o u ' l l see the r i g h t l i n e i s the l a t e r a l f o r the 

6 F a l l a b e l l a 31 Fee #6H. The square i s our surface-hole 

7 l o c a t i o n , and t h a t c i r c l e on top i s the bottom-hole 

8 l o c a t i o n . 

9 Q. And what spacing u n i t do you seek t o create 

10 w i t h t h i s a p p l i c a t i o n ? 

11 A. A 160-acre nonstandard spacing u n i t , and we'd 

12 l i k e t o pool a l l of the minerals underlying the u n i t . 

13 Q. I n what formation? 

14 A. I n the Yeso Formation. 

15 Q. Don't you know what pool i s involved w i t h t h i s 

16 a p p l i c a t i o n ? 

17 A. Yes. I t ' s the Penasco Draw-San 

18 Andres-Yeso-associated Formation. 

19 EXAMINER EZEANYIM: What i s that? 

20 A. Penasco Draw-San Andres-Yeso. 

21 Q. (BY MR. FELDEWERT) And t h a t ' s an associated 

22 pool? 

23 A. Yes. 

24 EXAMINER EZEANYIM: Penasco Draw-San Andres 

25 associated pool? 
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MR. FELDEWERT: Yes. Mr. Examiner, the 

2 pool code i s 50280. 

3 EXAMINER EZEANYIM: Now, there i s a case 

4 t h a t was done here i n the Penasco Draw pool. Do you 

5 know the order number? We t a l k e d about i t . 

6 MR. FELDEWERT: Yes. The case was 

7 pr e v i o u s l y i n v olved -- the order number was R-13578, and 

8 i t was - -

9 EXAMINER- EZEANYIM: Same section? 

10 MR. FELDEWERT: That was i n June of 2012. 

11 Q. (BY MR. FELDEWERT) Now, you mentioned t h a t ' s an 

12 associated pool, so there are s p e c i a l r u l e s t h a t apply 

13 t o t h a t pool, correct? 

14 A. Yes, there are. 

15 Q. But i n terms of the spacing and the l o c a t i o n 

16 f o r the o i l w e l l , i t ' s s i m i l a r t o the statewide rules? 

17 A. Yes, i t i s . 

18 Q. 40 acres of 337 [ s i c ] --

19 A. Yes . 

20 Q. Is Section 31 a l l fee lands? 

21 A. Yes, i t i s . 

22 Q. And the order t h a t we j u s t referenced w i t h the 

23 Examiner t h a t was entered i n June of 2012, d i d t h a t 

24 approve a s i m i l a r spacing u n i t i n the west h a l f of the 

25 east h a l f of t h i s section? 
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A. Yes. I t was also a 160-acre nonstandard 

2 spacing u n i t . 

3 Q. So you seek t o continue w i t h the stand-up 

4 h o r i z o n t a l w e l l p r o j e c t areas? 

5 A. Yes, t h a t ' s t r u e . 

6 Q. What w e l l w i l l be i n i t i a l l y dedicated t o the 

7 

8 

east h a l f of the west h a l f spacing u n i t ? 

A. The east h a l f of the west h a l f w i l l be 

9 dedicated t o the F a l l a b e l l a 31 Fee. 6H. 

10 Q. And I believe the f r o n t page of the e x h i b i t 

11 package contains the API f o r that? 

12 A. Yes. 

13 Q. Has t h a t w e l l already been d r i l l e d ? 

14 A. Yes, i t has. 

15 Q. Does the completed i n t e r v a l comply w i t h a l l the 

16 setbacks r e q u i r e d by the Di v i s i o n ? 

17 A. Yes, i t does. 

18 Q. And where i s the surface and bottom-hole 

19 location? 

20 A. The -- I apologize. I t ' s i n Unit N, I b e l i e v e . 

21 Q. I t looks l i k e your surface l o c a t i o n , according 

22 t o E x h i b i t Number 1, i s i n Unit N, and the bottom hole 

23 i s i n Unit C? 

24 A. Unit C, yes. 

25 Q. Why d i d the company commence d r i l l i n g of t h i s 
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1 w e l l p r i o r t o t h i s p o o l i n g procedure? 

2 A. Well, at the time, we thought t h a t we had 

3 100-percent j o i n d e r of the other p a r t i e s , and 

4 afterwards, a couple of t i t l e issues showed up. And you 

5 can see t h a t when we continue t o the next e x h i b i t . 

6 Q. I f y o u ' l l t u r n t o what has been marked as 

7 E x h i b i t Number 2, does t h i s a s s i s t i n i d e n t i f y i n g the 

8 m a r k e t a b l e - t i t l e issues a f t e r you proposed d r i l l i n g t h i s 

9 well? 

10 A. Yes. As you can see on top, t h a t ' s a p l a t 

11 showing the 160-acre spacing u n i t at the F a l l a b e l l a 6H, 

12 and below i s the ownership f o r the 6H. What's shown 

13 here are the p a r t i e s who we, at the time, thought we had 

14 100-percent j o i n d e r f o r . 

15 Lou Mazzullo, as y o u ' l l see, i s 

16 h i g h l i g h t e d . I t ' s the f i r s t one h i g h l i g h t e d . We're i n 

17 the middle of -- or, he wants t o assign h i s i n t e r e s t t o 

18 us, but he was -- he's been out of town, so i t ' s not 

19 f i n a l i z e d y e t . For t h a t purpose, f o r precaution, we've 

20 included him i n t h i s , but he wants t o assign h i s 

21 i n t e r e s t t o us. 

22 Mark Nearburg, by v i r t u e of a p r e e x i s t i n g 

23 operating agreement, i s agent on behalf of a l l of those 

24 p a r t i e s l i s t e d below. So we have been i n close contact 

2 5 w i t h Mr. Nearburg, and he signed an AFE. However, t h i s 
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1 t i t l e issue came up where Mr. Nearburg and the p a r t i e s 

2 below, who he was agent on behalf of, a c t u a l l y assigned 

3 t h e i r i n t e r e s t t o Ameristate E x p l o r a t i o n . And so i n 

4 t h i s s i t u a t i o n , we be l i e v e t h a t Ameristate a c t u a l l y has 

5 the i n t e r e s t . 

6 I t ' s the recommendation of our a t t o r n e y 

7 t h a t we create -- or t h a t a s t i p u l a t i o n of i n t e r e s t i s 

8 created and recorded. And since t h a t hasn't been done 

9 y e t , as I mentioned before, f o r precautionary purposes, 

10 we've decided t o go ahead and pool a l l the a r t e r i e s . 

11 Q. So t h i s m a r k e t a b l e - t i t l e issue i s r e f l e c t e d on 

12 E x h i b i t Number 2 --

13 A. Yeah. 

14 Q. -- w i t h the h i g h l i g h t e d i n t e r e s t owners t h a t 

15 are bracketed? 

16 A. Yes. 

17 And also, i n terms of Ameristate, we are i n 

18 n e g o t i a t i o n s w i t h them, and we have a verbal t h a t they 

19 would l i k e t o p a r t i c i p a t e , but we haven't reached any 

2 0 ki n d of formal agreement i n terms of an operating 

21 agreement. 

22 Q. So since t h i s w e l l has already been d r i l l e d , 

23 instead of w a i t i n g f o r the s t i p u l a t i o n and t o get t h i s 

24 m a r k e t a b l e - t i t l e issue cleared up, you went ahead and 

25 f i l e d f o r a p o o l i n g a p p l i c a t i o n ? 
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1 A. Yes. 

2 CROSS-EXAMINATION 

3 BY EXAMINER EZEANYIM: 

4 Q. My f i r s t question was the question you j u s t 

5 asked about the -- of the w e l l . And I'm looking at t h a t 

6 E x h i b i t Number 2. Can you e x p l a i n , those ones 

7 h i g h l i g h t e d i n yellow --

8 A. Yes. 

9 Q. Okay. What was your answer when you were asked 

10 why was the w e l l d r i l l e d before? You say you thought 

11 you had a l l --

12 A. 100-percent j o i n d e r . And t h a t was mostly i n 

13 good f a i t h based on a v e r b a l . And as I mentioned 

14 before, Lou Mazzullo, t h a t f i r s t p a r t y t h a t was 

15 h i g h l i g h t e d , wants t o assign h i s i n t e r e s t . And so u n t i l 

16 the s t i p u l a t i o n of i n t e r e s t i s r e a l l y created, i t ' s not 

17 f i n a l , and h i s i n t e r e s t i s not of record, r e a l l y . 

18 Q. I understand. 

19 A. So u n t i l he a c t u a l l y r e a l l y assigns i t -- when 

20 i t ' s done, i t doesn't r e a l l y matter. Does t h a t k i n d of 

21 make sense? 

22 And then Mark Nearburg, we had a signed 

23 AFE. And i t was around the time t h a t we d r i l l e d the 

24 w e l l -- I mean, i t was probably r i g h t a f t e r t h a t we 

25 found out about Ameristate. But at the time, we had a 

PAUL BACA PROFESSIONAL COURT REPORTERS 
bfdcf4f7-4d98-4022-8000-523545572ac5 



Page 11 

1 signed AFE and h i s word, so as an act of good f a i t h , we 

2 j u s t went ahead and d r i l l e d i t . 

3 Q. I s i t my understanding t h a t a l l the names below 

4 Lou Mazzullo --

5 A. Yes. 

6 Q. -- you want t o pool, r i g h t ? 

7 A. Yes. 

8 Q. Okay. Now, are you saying t h a t before you 

9 d r i l l e d the w e l l -- you know, I'm not understanding why 

10 you d r i l l e d the w e l l , according t o your counsel, before. 

11 A. Well, I ' l l e x p l a i n i t f o r you. Mark Nearburg 

12 and a l l of the p a r t i e s l i s t e d below him t h a t are 

13 h i g h l i g h t e d are a l l of h i s f r i e n d s and f a m i l y members, 

14 so he assigned p a r t i a l i n t e r e s t t o them i n the past. 

15 And as I mentioned before, i n a p r e e x i s t i n g operating 

16 agreement, which i s how they have t h e i r i n t e r e s t i t ' s 

17 a c o n t r a c t u a l i n t e r e s t -- he i s the agent on behalf of 

18 these f o l k s . And we had h i s p a r t i c i p a t i o n ; and he said 

19 he would contact them, they wanted t o p a r t i c i p a t e , but, 

20 as he said, some of them are out of town. I t ' s t a k i n g 

21 awhile t o get signatures. 

22 As I mentioned before, i t was ki n d of an 

23 act of good f a i t h t h a t we j u s t went ahead w i t h i t 

24 because he was agent on behalf of them. And he 

25 represented, when we spoke w i t h him, t h a t he was agent 
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1 on behalf of those p a r t i e s as w e l l . 

2 CONTINUED DIRECT EXAMINATION 

3 BY MR. FELDEWERT: 

4 Q. So w e ' l l c a l l t h a t the Nearburg group. 

5 A. That's the Nearburg group, yes. 

6 Q. So you thought you had an agreement w i t h the 

7 Nearburg group? 

8 A. Yes. 

9 Q. Then the paperwork d i d n ' t get f i n a l i z e d , and i n 

10 the midst of a l l t h a t --

11 A. Yes. 

12 Q. -- you learned t h a t there was some assignment 

13 t o Ameristate from the Nearburg group, r i g h t ? 

14 A. To Ameristate, yes. 

15 Q. So now you have a question of marketable t i t l e ? 

16 A. Exactly. 

17 Q. And you've been t r y i n g t o s o r t t h a t out, but 

18 you've been unable t o do i t ? 

19 A. Well, I mean, i t ' s j u s t t a k i n g a while, but, at 

20 t h i s moment, no, we have not been able t o . 

21 Q. So r a t h e r than wait any longer, since the w e l l 

22 has already been d r i l l e d , you f i l e d f o r pooling? 

23 A. Exactly. 

24 EXAMINER EZEANYIM: Thank you v e r y much. I 

25 t h i n k we need t o understand i t . 
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1 Q. (BY MR. FELDEWERT) And I t h i n k we've already 

2 got t h i s on the record, but l e t me j u s t double-check. 

3 So the p a r t i e s t h a t you seek t o pool under t h i s 

4 proceeding --

5 A. Yes. 

6 Q. -- are the p a r t i e s t h a t are h i g h l i g h t e d i n 

7 yellow on E x h i b i t Number 2? 

8 A. Yes, t h a t i s c o r r e c t . 

9 Q. Were you able t o loca t e addresses of record f o r 

10 these uncommitted i n t e r e s t owners? 

11 A. Yes. They had addresses l i s t e d themselves, and 

12 they also had as I mentioned before, Mark Nearburg 

13 was agent on behalf of them, and we were i n contact w i t h 

14 him. 

15 Q. So now when you commence these p o o l i n g 

16 proceedings, i f I t u r n t o what's been marked as E x h i b i t 

17 Number 3, i s t h i s your w e l l proposal l e t t e r w i t h the 

18 proposed AFE t h a t went out t o a l l i n t e r e s t owners? 

19 A. Yes. 

20 Q. I n c l u d i n g Ameristate? 

21 A. I n c l u d i n g Ameristate. 

22 Q. And i t contains an AFE; does i t not? 

23 A. Yes. 

24 Q. I n a d d i t i o n t o sending t h i s l e t t e r , what other 

25 e f f o r t s have you undertaken besides what you've already 
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t e s t i f i e d t o o b t a i n a v o l u n t a r y j o i n d e r i n t h i s --

2 A. Well, as I mentioned before, I've been i n close 

3 contact w i t h a l l of the p a r t i e s , you know, w i t h the 

4 exception of p a r t of the Mark Nearburg group. But a l l 

5 of the other p a r t i e s I've been i n close contact w i t h . 

6 The ones who aren't h i g h l i g h t e d , of course, you know, we 

7 have j o i n d e r from them. And i n terms of Ameristate, 

8 we've been i n discussion f o r awhile, and as I mentioned 

9 before, we have a ve r b a l t h a t they would l i k e t o 

10 p a r t i c i p a t e . 

11 Q. I f -- at the p o i n t t h a t you're able t o f i g u r e 

12 out the ownership i n t e r e s t , i f they get the s t i p u l a t i o n 

13 i n place t h a t you need --

14 A. Yes. 

15 Q. -- and i f you then are able t o get a w r i t t e n 

16 agreement a f t e r t h a t w i t h a l l of these p a r t i e s , do you 

17 i n t e n d t o n o t i f y the D i v i s i o n t h a t a pool i n g order i s 

18 not necessary? 

19 A. Yes. 

20 Q. But at t h i s p o i n t i n time, you need a pool i n g 

21 order, correct? 

22 A. Yes. 

23 Q. I f we t u r n t o what's been marked as -- stay 

24 w i t h E x h i b i t Number 3 and look at the AFE. Are these 

25 costs consistent w i t h what the company has in c u r r e d f o r 
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1 d r i l l i n g s i m i l a r h o r i z o n t a l w e l l s i n t h i s section? 

2 A. Yes. 

3 Q. And have you made an estimate of the overhead 

4 and an estimate of the cost of d r i l l i n g t h i s w e l l and 

5 producing i t i f you are successful? 

6 A. Yes. I t ' s a c t u a l l y going t o be -- and t h i s 

7 i s -- t h i s i s d i f f e r e n t than you have on there. I t ' s 

8 going t o be 5,450 -- i s t h a t r i g h t ? Right. Yes. 

9 5,000- -- I apologize. 5,450 while d r i l l i n g and 545 

10 while producing. 

11 Q. Are these costs t h a t have been accepted by the 

12 ' p a r t i e s t h a t have executed a j o i n t operating agreement? 

13 A. Yes. And t h a t ' s what was l i s t e d i n t h i s l e t t e r 

14 as w e l l . 

15 EXAMINER EZEANYIM: 550? What i s the 

16 d r i l l i n g cost? 

17 THE WITNESS: 5,500- -- I apologize. Whew. 

18 5,450 and 545. 

19 Q. (BY MR. FELDEWERT) And does the company request 

2 0 t h a t these f i g u r e s not only be incorporated i n t o the 

21 order of t h i s hearing but also t o provide f o r an 

22 adjustment i n accordance w i t h the COPAS guidelines? 

23 A. Yes. 

24 Q. And i n the event you are unable t o get everyone 

25 t o s i gn o f f on a v o l u n t a r y agreement, do you request 
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1 t h a t a 200-percent r i s k penalty, as provided by the 

2 D i v i s i o n r u l e s , be applied? 

3 A. Yes, I do. 

4 Q. Do you have a g e o l o g i s t here today t o provide 

5 t e c h n i c a l testimony f o r t h i s nonstandard spacing u n i t ? 

6 A. Yes, we do. 

7 Q. And d i d the company include i n the Notice of 

8 Hearing f o r t h i s proceeding the leased mineral owners i n 

9 the 40-acre t r a c t surrounding the proposed standard 

10 u n i t ? 

11 A. Yes. 

12 Q. Turn t o what's been marked as COG E x h i b i t 4. 

13 I s t h a t an a f f i d a v i t , prepared by my o f f i c e w i t h the 

14 attached l e t t e r s , p r o v i d i n g n o t i c e of t h i s hearing t o 

15 a l l of the a f f e c t e d p a r t i e s ? 

16 A. Yes. 

17 Q. Were E x h i b i t s 1 through 3 prepared by you or 

18 compiled under your d i r e c t i o n or supervision? 

19 A. Yes, t h i s i s t r u e . 

2 0 MR. FELDEWERT: Mr. Examiner, I' d move at 

21 t h i s time the admission of E x h i b i t s 1 through 4, which 

22 include my a f f i d a v i t . 

23 EXAMINER EZEANYIM: E x h i b i t s 1 through 4 

24 w i l l be admitted. 

2 5 (COG Operating, LLC E x h i b i t Numbers 1 
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1 through 4 were o f f e r e d and admitted i n t o 

2 evidence.) 

3 MR. FELDEWERT: That concludes my 

4 examination of t h i s witness. 

5 EXAMINER EZEANYIM: Thank you very much. 

6 CROSS-EXAMINATION 

7 BY EXAMINER BROOKS: 

8 Q. Since i t came up t h i s morning, I guess I should 

9 ask: I s the a d m i n i s t r a t i v e overhead -- are the 

10 a d m i n i s t r a t i v e overhead rates you are proposing the same 

11 as those provided among the consenting p a r t i e s i n the 

12 J o i n t Operating Agreement? 

13 A. Yes. There was a l i t t l e confusion at f i r s t 

14 whether or not i t was 5,450 or i f i t was 5,500. So i t 

15 was $50 r e a l l y t h a t -- whether or not we had i t c o r r e c t . 

16 But e i t h e r way, as you said e a r l i e r today from Devon, 

17 w e ' l l c o r r e c t i t i f i t ' s not. But t o my knowledge, i t ' s 

18 5,450. 

19 Q. Sounds good t o me. 

20 And since t h i s i s c a l l e d a fee w e l l , would 

21 i t be. c o r r e c t t o assume t h a t a l l of the land i n the 

22 proposed p r o j e c t area i s p r i v a t e l y owned minerals? 

23 A. Yes, t h a t ' s correct.. 

24 EXAMINER BROOKS: That's a l l . 

25 EXAMINER GOETZE: No questions. 
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CROSS-EXAMINATION 

2 BY EXAMINER EZEANYIM: 

3 Q. Katie, could you say your l a s t name, because i f 

4 i t looks l i k e mine, nobody -- how do you say your l a s t 

5 name? 

6 A. Okay. Well, i t ' s pronounced Mohebkhosravi, 

7 

8 

but, I mean, you can say -- Mohebkhosravi. 

Q. I can understand t h a t , because i f you say my 

9 l a s t name here, nobody w i l l -- maybe there i s one person 

10 who w i l l understand i t . 

11 A. But as I mentioned before, f o r s i m p l i c i t y sake, 

12 I go by Katie Moheb. I t makes i t easier. 

13 EXAMINER BROOKS: But you don't s p e l l i t 

14 the same as the music f e s t i v a l [ s i c ] ? 

15 THE WITNESS: No. No. This i s t r u e . 

16 Q. (BY EXAMINER EZEANYIM) Now, t h i s w e l l has been 

17 d r i l l e d under the n o t i o n t h a t you got a l l the i n t e r e s t 

18 owners t o sign up. When was t h a t w e l l d r i l l e d ; do you 

19 know? 

20 A. January 21st. 

21 Q. Of t h i s year? 

22 A. Yes. 

23 Q. What i s the status? 

24 A. Right now? 

25 Q. Yeah. 
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A. I t ' s been completed, and I bel i e v e i t ' s 

2 producing. 

3 Q. I t ' s completed and producing. Do you have a 

4 Form C-104 t o produce t h a t well? You have t o -- I mean, 

5 you can't produce without the C-104. 

6 A. Uh-huh. Right. 

7 MR. FELDEWERT: Has one been f i l e d ? I s 

8 t h a t your question? 

9 EXAMINER EZEANYIM: Yeah. I mean, the w e l l 

10. was d r i l l e d and completed i n January and i s producing 

11 now. You can't produce without Form C-104. So were you 

12 issued the C-104 on the assumption t h a t everybody 

13 p a r t i c i p a t e d , because i f everybody p a r t i c i p a t e d -- I 

14 don't want t o know about i t , but now you have t o come i n 

15 here and get a compulsory p o o l i n g . So my question i s : 

16 The w e l l i s c u r r e n t l y producing r i g h t now? 

17 THE WITNESS: Yes. 

18 MR. FELDEWERT: So t h a t ' s why we're here as 

19 e x p e d i t i o u s l y as possible t o get a po o l i n g . 

20 EXAMINER EZEANYIM: But you got your C-104 

21 from the d i s t r i c t ? 

22 MR. FELDEWERT: You know, there i s not one 

23 i n the records, and my understanding i s t h a t one has 

24 been f i l e d . I doubt --

25 EXAMINER EZEANYIM: No, you can't do t h i s 
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1 w ithout approval. I don't t h i n k so. 

2 EXAMINER BROOKS: I t depends on whether the 

3 purchaser w i l l l e t you get by w i t h i t or not. 

4 MR. FELDEWERT: But i n any event, t h a t ' s 

5 why we're asking -- i n f a c t , Mr. Examiner, i f we could 

6 get an expedited order, t h a t would be appreciated. And 

7 I w i l l a s s i s t --

8 EXAMINER EZEANYIM: Well, you are asking an 

9 expedited i n a vacuum. I mean, I don't have enough --

10 t h a t ' s why I want -- and I have t o say i t now, because 

11 everybody i s asking f o r i n t h i s case, we might, 

12 maybe, because of i t , but I want everybody now t o take 

13 n o t i c e of the l i m i t e d resources we're having. 

14 MR. FELDEWERT: And I was going t o say, t o 

15 a s s i s t i n t h a t , I can c e r t a i n l y o f f e r a d r a f t order, i f 

16 t h a t would be of help. 

17 EXAMINER EZEANYIM: We don't refuse any 

18 d r a f t orders. 

19 MR. FELDEWERT: Well, I can get t h a t done, 

2 0 because we have a template t o go o f f of t h a t you've 

21 already --

22 EXAMINER BROOKS: So do we. 

23 

24 t h a t 

25 

MR. FELDEWERT: So i f you'd l i k e , I can do 

EXAMINER EZEANYIM: Now, you are t h i n k i n g 
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of -- p o r t i o n of the w e l l , not from the surface on the 

2 Yeso Formation, r i g h t ? 

3 MR. FELDEWERT: Just the -- yes, j u s t Yeso 

4 Formation. 

5 Q. (BY EXAMINER EZEANYIM) Now, l e t ' s say we n o t i c e 

6 everybody; t h e r e f o r e , there i s no need f o r escrow, 

7 r i g h t ? 

8 A. Well --

9 Q. I s there a need f o r escrow? 

10 A. I n t h i s s i t u a t i o n , I f e e l l i k e maybe i t ' s 

11 necessary, because we don't have marketable t i t l e i n 

12 terms of Ameristate. So at t h i s p o i n t , i t ' s a l l i n 

13 suspense. So u n t i l we can get the s t i p u l a t i o n of 

14 i n t e r e s t , I t h i n k i t would be advisable t o put i t i n t o 

15 escrow. 

16 EXAMINER BROOKS: Let me i n t e r j e c t a 

17 question on t h a t , because I'm not c l e a r e x a c t l y what you 

18 said about Ameristate. 

19 CROSS-EXAMINATION 

20 BY EXAMINER BROOKS: 

21 Q. Did you give n o t i c e t o the people -- t o whoever 

22 i s of record as the owner of t h a t i n t e r e s t presently? 

23 A. Yes. Yes. Well, and both p a r t i e s --

24 Q. And you also gave n o t i c e t o Ameristate? 

25 A. Yes. Exactly. 
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1 Q. So you're covered. 

2 A. Exactly. 

3 EXAMINER EZEANYIM: Are you done? 

4 EXAMINER BROOKS: I'm done. 

5 EXAMINER EZEANYIM: Okay. C a l l your next 

6 witness. 

7 GREG CLARK, 

8 a f t e r having been f i r s t duly sworn under oath, was 

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

10 DIRECT EXAMINATION 

11 BY MR. FELDEWERT: 

12 Q. For the record, s t a t e your name and i d e n t i f y by 

13 whom you are employed and i n what capacity. 

14 A. Greg Clark, Concho, senior g e o l o g i s t . 

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

16 D i v i s i o n as a petroleum g e o l o g i s t not only today but i n 

17 p r i o r hearings, correct? 

18 A. Correct. 

19 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 

20 i n t h i s case? 

21 A. Yes, I am. 

22 Q. And have you conducted a study of the areas 

23 t h a t are the subject of t h i s a p p l i c a t i o n ? 

24 A. Yes, I have. 

25 MR. FELDEWERT: Mr. Examiner, I would 
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1 re-tender Mr. Clark as an expert witness i n petroleum 

2 geology. 

3 EXAMINER EZEANYIM: Mr. Clark, where do you 

4 l i v e ? 

5 THE WITNESS: Midland, Texas. 

6 EXAMINER EZEANYIM: Where d i d you go t o 

7 school? 

8 THE WITNESS: New Mexico State u n i v e r s i t y . 

9 EXAMINER EZEANYIM: Oh, no wonder. 

10 (Laughter.) 

11 EXAMINER EZEANYIM: Mr. Clark i s so 

12 q u a l i f i e d . 

13 Q. (BY MR. FELDEWERT) Would you t u r n t o what's 

14 been marked as COG E x h i b i t Number 5 and please o r i e n t us 

15 w i t h what i t depicts? 

16 A. Sure. This i s a r e g i o n a l s t r u c t u r e map on top 

17 of the Paddock Formation. I t has the o f f s e t producing 

18 f i e l d labeled i n blue. The w e l l s t h a t are colored red 

19 and/or blue are Paddock and/or B l i n e b r y producers. We 

2 0 have a r e g i o n a l s t r u c t u r a l d i p t h a t goes from the 

21 northwest t o the southeast basinward. This i s on the 

22 s h e l f edge of the Delaware Basin. The yellow i s Concho 

23 acreage, and i t shows the F a l l a b e l l a 31 Fee 6H t h a t we 

24 d r i l l e d . And as you can see, i t ' s i n s t r u c t u r a l 

25 r e l a t i o n s h i p t o producing o f f s e t h o r i z o n t a l w e l l s i n 
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1 t h a t area. So we f e e l t h a t there i s no major s t r u c t u r a l 

2 component t h a t would have separated us from the other 

3 producing f i e l d s . 

4 Q. Just t o a s s i s t anyone lo o k i n g at the time 

5 record, i f I look at what's been marked as COG E x h i b i t 

6 Number 1, t h a t i s a d e p i c t i o n of a more -- a l a r g e r 

7 d e p i c t i o n of the area at issue t h a t you've also shown on 

8 E x h i b i t Number 5? 

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

10 Q. Any more about t h i s e x h i b i t ? 

11 A. No. 

12 Q. Would you now t u r n t o what's been marked as COG 

13 E x h i b i t Number 6? I d e n t i f y i t and e x p l a i n what i t 

14 d e p i c t s . 

15 A. Sure. This i s a map covering the same area as 

16 the previous e x h i b i t s , the Paddock s t r u c t u r e map, w i t h 

17 the s t r u c t u r e contours taken o f f and w i t h the l i n e of 

18 cross s e c t i o n displayed -- t h a t w i l l be the next e x h i b i t 

19 w e ' l l go over -- which goes from A t o A prime, from 

20 south Cemetery f i e l d t o the Lakewood area t o the nor t h . 

21 Q. And do you be l i e v e the w e l l s shown are 

22 r e p r e s e n t a t i v e of the area? 

23 A. I do. 

24 Q. Have you a c t u a l l y u t i l i z e d them i n p r i o r 

25 p re sen ta t ions t o the D i v i s i o n ? 
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1 A. I have. 

2 Q. Would you t u r n t o what's been marked as COG 

3 E x h i b i t Number 7? F i r s t i d e n t i f y and exp l a i n what i t 

4 dep i c t s . 

5 A. Again, t h i s i s a r e g i o n a l cross section going 

6 from the south t o the n o r t h , A t o A prime. That's l e f t 

7 t o r i g h t on the cross s e c t i o n . We're f l a t t e n e d on top 

8 of the Paddock. There are three w e l l s w i t h the red 

9 rectangles i n the depth t r a c k t h a t represent w e l l s t h a t 

10 have been completed -- p e r f o r a t e d and completed i n the 

11 Paddock, and then we have the other w e l l s -- the Arabian 

12 i s a v e r t i c a l w e l l . I t ' s the t h i r d w e l l from the r i g h t . 

13 I t ' s a v e r t i c a l w e l l t h a t we d r i l l e d and t h a t we're 

14 c u r r e n t l y t e s t i n g the B l i n e b r y i n . But the other two 

15 we l l s are deep Morrow w e l l s t h a t haven't been completed 

16 back t o the Yeso t o date. 

17 This cross s e c t i o n mainly i s d e p i c t i n g the 

18 s t r a t i g r a p h i c r e l a t i o n s h i p across the area i n which we 

19 d r i l l e d the w e l l and the r e l a t i o n s h i p from one f i e l d t o 

20 the other. We f e e l t h a t i t ' s very consistent. There i s 

21 not a l o t -- there's not much d i f f e r e n c e i n s t r a t i g r a p h y 

22 as you go from the south t o the n o r t h , and we f e e l t h a t 

23 the f i e l d s t h a t these w e l l s represent i s representative 

24 of where we d r i l l e d the F a l l a b e l l a 31 6H. 

25 Q. And E x h i b i t Number 7, l i k e w i s e , also i d e n t i f i e s 
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your range l a t e r a l l y ? 

2 A. That i s c o r r e c t . The brackets t h a t has 

3 depicted l a t e r a l i n t e r v a l i s the i n t e r v a l i n which we 

4 landed the F a l l a b e l l a 31 6H. 

5 Q. Have you observed any geologic impediments t h a t 

6 would prevent development of t h i s area using 

7 f u l l - s e c t i o n h o r i z o n t a l s ? 

8 A. No, I have not. 

9 Q. Do you be l i e v e t h a t t h i s i s an area t h a t can be 

10 e f f i c i e n t l y and economically developed by a h o r i z o n t a l 

11 well? 

12 A. I do. 

13 Q. I n your opinion, w i l l the proposed nonstandard 

14 u n i t s , on average, c o n t r i b u t e more or less e q u a l l y t o 

15 the p roduction of the well? 

16 A. Yes. 

17 Q. Now, i f y o u ' l l t u r n t o the l a s t e x h i b i t , would 

18 you please i d e n t i f y t h a t f o r us, please, COG E x h i b i t 

19 Number 8? 

20 A. Yes. That's a diagram showing the l a t e r a l 

21 i n t e r v a l t h a t was completed w i t h i n the 33 0 setbacks of 

22 the u n i t boundaries. 

23 Q. I n your opinion, w i l l the g r a n t i n g of t h i s 

24 a p p l i c a t i o n be i n the best i n t e r e s t of conservation and 

25 the p revention of waste and the p r o t e c t i o n of 
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1 c o r r e l a t i v e r i g h t s ? 

2 A. Yes. 

3 Q. Were COG E x h i b i t s 5 through 8 prepared by you 

4 and compiled under your d i r e c t i o n and supervision? 

5 A. They were. 

6 MR. FELDEWERT: Mr. Examiner, I would move 

7 i n t o evidence COG E x h i b i t s 5 through 8. 

8 EXAMINER EZEANYIM: E x h i b i t s 5 through 8 

9 w i l l be admitted. 

10 (COG Operating, LLC E x h i b i t Numbers 5 

11 through 8 were o f f e r e d and admitted i n t o 

12 evidence.) 

13 MR. FELDEWERT: That concludes my questions 

14 of t h i s witness. 

15 EXAMINER EZEANYIM: Thank you very much. 

16 Mr. Brooks? 

17 EXAMINER BROOKS: Nothing. 

18 EXAMINER EZEANYIM: Mr. Goetze? 

19 CROSS-EXAMINATION 

2 0 BY EXAMINER GOETZE: 1 

21 Q. Yeah. Question: Since t h i s i s a producing 1 

22 w e l l , do we have any i n f o r m a t i o n on the i n i t i a l S 

23 c h a r a c t e r i s t i c s of the r e s e r v o i r , i n i t i a l pressures, j 

I 
24 production? 1 

25 A. The engineer would have a l l of those answers. j 

j 
3 I 
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1 I w i l l say t h a t we s t a r t e d c u t t i n g o i l , v y o u know, about 

2 a week ago. So i t ' s r e a l l y j u s t i n the infancy of 

3 producing, but we f e e l l i k e we're seeing good i n i t i a l 

4 r e s u l t s . 

5 EXAMINER GOETZE: No other questions. 

6 EXAMINER EZEANYIM: Thank you. 

7 Mr. Clark, you were here about three or 

8 fo u r months ago. 

9 THE WITNESS: Yes. 

10 EXAMINER EZEANYIM: - - i n December? 

11 I n t h a t case, you may step down. 

12 THE WITNESS: Okay. Thank you. 

13 MR. FELDEWERT: That concludes our 

14 p r e s e n t a t i o n . 

15 EXAMINER EZEANYIM: Thank you very much. 

16 At t h i s p o i n t , Case 14971 w i l l be taken 

17 under advisement. 

18 (Case Number 14971 concludes, 1:51 p.m.) 

19 

20 
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