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(9:53 a.m.) 

2 EXAMINER BROOKS: At t h i s time, w e ' l l c a l l 

3 Case Number 15008, a p p l i c a t i o n of CML Ex p l o r a t i o n , LLC 

4 f o r a nonstandard o i l spacing and p r o r a t i o n u n i t , 

5 unorthodox w e l l l o c a t i o n , and compulsory poo l i n g . Lea 

6 County, New Mexico. 

7 C a l l f o r appearances. 

8 MR. BRUCE: Mr. Examiner, Jim Bruce of 

9 Santa Fe f o r CML E x p l o r a t i o n , LLC, and I have two 

10 witnesses. 

11 EXAMINER BROOKS: Would the witnesses stand 

12 and i d e n t i f y themselves, please? 

13 MR. FITZGERALD: Joe F i t z g e r a l d . 

14 MR. FEKETE: Steven Fekete. 

15 EXAMINER BROOKS: I'm sorry? 

16 MR. FEKETE: Steven Fekete. I have my card 

17 on me. 

18 EXAMINER BROOKS: Okay. I was going t o 

19 say, I have no idea how t o s p e l l t h a t . 

20 MR. FEKETE: F-E-K-E-T-E. 

21 EXAMINER EZEANYIM: Are you associated w i t h 

22 Fekete? 

23 MR. FEKETE: No. 

24 EXAMINER EZEANYIM: But i t ' s the same name! 

25 MR. FEKETE: Yes, i t i s the same name. 
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EXAMINER BROOKS: Would the court r e p o r t e r 

2 swear the witnesses? 

3 (Mr. F i t z g e r a l d and Mr. Fekete sworn.) 

4 EXAMINER BROOKS: Okay. You may proceed, 

5 Mr. Bruce. 

6 JOE FITZGERALD, 

7 a f t e r having been f i r s t d uly sworn under oath, was 

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

9 DIRECT EXAMINATION 

10 BY MR. BRUCE: 

11 Q. W i l l you please s t a t e your name and c i t y of 

12 residence? 

13 A. Joe F i t z g e r a l d , Midland, Texas. 

14 Q. Who do you work f o r and i n what capacity? 

15 A. I work f o r CML E x p l o r a t i o n , land manager. 

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. Yes. 

19 Q. And were your c r e d e n t i a l s as an expert 

20 petroleum landman accepted as a matter of record? 

21 A. Yes. 

22 Q. Does your area of r e s p o n s i b i l i t y a t CML include 

23 t h i s p o r t i o n of southwest New Mexico? 

24 A. Yes. 

25 Q. /And are you f a m i l i a r w i t h the land matters 
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1 i n v o l v e d i n t h i s case? 

2 A. Yes. 

3 MR. BRUCE: Mr. Examiner, I tender Mr. 

4 F i t z g e r a l d as an expert petroleum landman. 

5 EXAMINER BROOKS: So q u a l i f i e d . 

6 Q. (BY MR. BRUCE) Mr. F i t z g e r a l d , would you 

7 i d e n t i f y E x h i b i t 1 and b r i e f l y describe what CML seeks 

8 i n t h i s case? 

9 A. E x h i b i t 1 i s our Form C-102 f o r our H a r r i s #1 

10 w e l l , l o c a t e d 1353 from the south l i n e and 1570 from the 

11 east l i n e of Section 8, Township 10 South, Range 38 

12 East. CML seeks an order approving 80-acre nonstandard 

13 o i l spacing u n i t comprising the east half-southwest 

14 q u a r t e r of Section 8. We also seek t o pool the unleased 

15 mineral i n t e r e s t i n the nonstandard u n i t from the 

16 surface t o the base of the Devonian. 

17 Q. And what i s the primary t a r g e t of t h i s well? 

18 A. Devonian. 

19 Q. And w i l l t h i s be a v e r t i c a l well? 

2 0 A. Yes. 

21 Q. What i s the spacing i n the Devonian Formation? 

22 A. I t ' s w i l d c a t , 40 acres, and no c l o s e r than 330 

23 t o the q u a r t e r - q u a r t e r l i n e . The nearest pool i s the 

24 South Sawyer Devonian pool. 
25 Q. Does CML have a t e c h n i c a l witness t o discuss 
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1 the reasons f o r the unorthodox l o c a t i o n and nonstandard 

2 u n i t ? 

3 A. Yes. Of course, the reason i s -- we1 re asking 

4 f o r the l a r g e r u n i t because we be l i e v e i t w i l l d r a i n the 

5 80-acre. 

6 Q. What i s the -- who do you seek t o pool, and I 

7 r e f e r you t o E x h i b i t 2? 

8 A. Everyone on E x h i b i t 2 are the unleased mineral 

9 owners i n the south h a l f - s o u t h h a l f of Section 8. The 

10 south h a l f of Section 8 i s comprised of two t r a c t s . The 

11 n o r t h h a l f of the south h a l f i s common, and the south 

12 h a l f of the south h a l f i s common. We have a l l of the 

13 n o r t h h a l f of the n o r t h h a l f leased. 

14 Q. North h a l f of the south h a l f ? 

15 A. Excuse me. The n o r t h h a l f of the south h a l f 

16 leased, and we have approximately 66 percent of the 

17 south h a l f of the south h a l f leased. 

18 Q. And everyone who i s being pooled today i s i n 

19 the south h a l f of the south h a l f ? 

20 A. Yes. 

21 Q. What i s E x h i b i t 3? 

22 A. E x h i b i t 3 i s the l e t t e r I sent t o the unleased 

23 mineral owners proposing our w e l l . 

24 Q. I s t h i s the only contact CML had w i t h the 

25 mineral owners? 

PAUL BACA PROFESSIONAL COURT REPORTERS 
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1 A. No. We o r i g i n a l l y s t a r t e d -- we had a record 

2 check done back i n September of 2012, h i r e d an 

3 independent group t o do t h a t f o r us, and they made 

4 contacts on our beh a l f ; searched -- of course, searched 

5 the county records, searched I n t e r n e t records, searched 

6 phone records. They made the i n i t i a l contacts v i a phone 

7 and mail and d i d the i n i t i a l l e a s i n g . 

8 Q. And these are a l l unleased mineral owners, 

9 correct? 

10 A. Yes. 

11 Q. /And the f i r s t h a l f of the year or so of 

12 contacts was t r y i n g t o contact them and get them t o sign 

13 o i l and gas leases? 

14 A. Yes. 

15 Q. Do leases continue t o come in? 

16 A. Yes. And, i n f a c t , the l a s t few weeks, we've 

17 had about s i x more leases come i n . 

18 Q. /And are you c o n t i n u i n g t o negotiate w i t h the 

19 p a r t i e s , and w i l l you do so a f t e r the hearing? 

20 A. Yes. 

21 Q. Are there unlocatable mineral i n t e r e s t owners? 

22 A. Yes. As i n d i c a t e d on E x h i b i t 2, yes, there 

23 are. 

24 Q. And, aga in , cou ld you r e i t e r a t e what at tempts 

25 were made t o l oca t e the i n t e r e s t owners? 
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1 A. Sure. That f i r s t group, you know, we made 

2 attempts. Since then, I have made attempts, and 1 1ve 

3 also h i r e d another landman out of Roswell t o make 

4 attempts. We obviously used the county records, and 

5 then we also used the I n t e r n e t as best we could. We've 

6 also used a l l the phone book records. We also quizzed 

7 the people t h a t we d i d have leased i f they knew any of 

8 these f o l k s , had any r e l a t i o n s h i p w i t h the f o l k s or knew 

9 t h e i r whereabouts. 

10 Q. I n your o p i n i o n , has CML made a g o o d - f a i t h 

11 e f f o r t 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 of the i n t e r e s t 

12 owners i n t h i s w e l l or t o loc a t e a l l i n t e r e s t owners? 

13 A. Yes. 

14 Q. Would you i d e n t i f y E x h i b i t 4 and discuss the 

15 cost of the proposed well? 

16 A. E x h i b i t 4 i s our AFE. The estimated dry-hole 

17 cost i s $2,384,350. The completed w e l l cost i s 

18 $3,481,561. 

19 Q. And are these costs i n l i n e w i t h the costs of 

20 other w e l l s d r i l l e d t o t h i s depth by CML i n New Mexico? 

21 A. Yes. 

22 Q. Do you request t h a t CML be appointed operator 

23 of the well? 

24 A. Yes. 

25 Q. /And do you have a recommendation f o r the 
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1 amounts which CML should be paid f o r s u p e r v i s i o n and 

2 a d m i n i s t r a t i v e expenses? 

3 A. Yes. We'd ask f o r a d r i l l i n g w e l l r a t e of 

4 $10,000 per month and a producing w e l l r a t e of $1,000 

5 per month. 

6 C ^ ^ ^ ^ n < ^ t ^ i a t t ^ i e r a t e s e t f o r t n i r i~your 

7 A ! Y e s ~ . ^ 

8 Q. /And has CML used those rates on other Devonian 

9 w e l l s i t has d r i l l e d i n New Mexico? 

10 A. Yes. 

11 Q. Do you request t h a t the ra t e s be adjusted 

12 p e r i o d i c a l l y as provided by the COPAS accounting 

13 procedure? 

14 A. Yes. 

15 Q. And do you request the maximum cost plus 

16 200-percent r i s k charge i n the event the p a r t i e s go 

17 nonconsent i n the well? 

18 A. Yes. 

19 Q. Were the p a r t i e s being pooled n o t i f i e d of t h i s 

20 hearing? 

21 A. Yes, they were. 

22 Q. I s t h a t r e f l e c t e d i n the A f f i d a v i t of Notice 

23 submitted as E x h i b i t 5? 

24 A. Yes. 

25 Q. And what i s E x h i b i t 6? 
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A. E x h i b i t 6 i s the A f f i d a v i t of P u b l i c a t i o n from 

2 the newspaper. 

3 Q. And t h a t ' s f o r the unlocatable p a r t i e s ? 

4 A. Yes, s i r . 

5 Q. Now, i n E x h i b i t 5, there were two people we d i d 

6 not receive green cards from, a Terry Harper and a 

7 Carolyn Clay. Has CML had a c t u a l contact w i t h those 

8 p a r t i e s ? 

9 A. We've t r i e d t o contact them v i a phone and the 

10 addresses we had, and n o t h i n g 1 s been returned t o us. 

11 Q. So you have had contact w i t h them? 

12 A. They've apparently received our o f f e r s , but 

13 they have not responded. 

14 Q. But t o the best of your knowledge, these 

15 addresses are c o r r e c t addresses? 

16 A. Apparently. 

17 Q. And were E x h i b i t s 1 through 6 prepared by you 

18 or under your su p e r v i s i o n or compiled from company 

19 business records? 

20 A. Yes. 

21 Q. And w i l l the g r a n t i n g of t h i s a p p l i c a t i o n 

22 prevent waste and p r o t e c t c o r r e l a t i v e r i g h t s ? 

23 A. Yes. 

24 MR. BRUCE: Mr. Examiner, I ' d move the 

25 admission of E x h i b i t s 1 through 6. 
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1 EXAMINER BROOKS: E x h i b i t s 1 through 6 are 

2 admitted. 

3 (CML E x p l o r a t i o n E x h i b i t Numbers 1 through 

4 6 were o f f e r e d and admitted i n t o evidence.) 

5 MR. BRUCE: No other questions. 

6 EXAMINER BROOKS: Well, Mr. F i t z g e r a l d , 

7 there i s a long-time Midland f a m i l y name F i t z g e r a l d . Do 

8 you belong t o i t ? 

9 THE WITNESS: I wished I was. He was a 

10 judge? Are you t a l k i n g about the judge, F i t z g e r a l d ? 

11 EXAMINER BROOKS: I wasn't r e a l l y aware --

12 THE WITNESS: There was a law f i r m , 

13 F i t z g e r a l d , Kerr & F i t z g e r a l d --

14 EXAMINER BROOKS: Oh, yes. 

15 THE WITNESS: -- and one of those gentleman 

16 was a county judge, I b e l i e v e . 

17 EXAMINER BROOKS: I was not aware he was a 

18 judge. Kerr, F i t z g e r a l d & Kerr. And one member of t h a t 

19 f a m i l y , back i n the 1950s, resided a t 1901 Hollowway 

20 Avenue, and I was ra i s e d , as a c h i l d , a t 1811 Hollowway 

21 i n Midland. So i f you were r e l a t e d t o t h a t f a m i l y , I 

22 wanted t o e s t a b l i s h the connection. /Anyway, you're not. 

23 THE WITNESS: No, s i r . 

24 EXAMINER BROOKS: So I w i l l proceed. 

25 

PAUL BACA PROFESSIONAL COURT REPORTERS 
ef8dcd22-0840-4afd-bba4-02925aa2b183 



1 
Page 12 

CROSS-EXAMINATION 

2 BY EXAMINER BROOKS: 

3 Q. You're seeking establishment of a nonstandard 

4 p r o r a t i o n u n i t ; d i d you say? 

5 A. Yes, s i r . 

6 Q. I t ' s an 80-acre u n i t ? 

7 A. Yes, s i r . 

8 Q. And you sai d i t ' s spaced on 40? 

9 A. Yes, s i r . 

10 Q. And t h a t 1 s i n the Devonian? 

11 A. Yes, s i r . 

12 Q. Do you know what pool? 

13 A. Yes. I t was the South Sawyer pool. 

14 Q- South Sawyer? 

15 A. Let me double-check t h a t . I had i t w r i t t e n 

16 down here. Yeah, South Sawyer Devonian pool. 

17 EXAMINER EZEANYIM: How do you s p e l l 

18 Sawyer. 

19 THE WITNESS: S-A-Y-E-R. 

20 Q- (BY EXAMINER BROOKS) S-A-Y-E-R? Not 

21 S-A-W-Y--E-R? 

22 A. Excuse me. S-A-W-Y-E-R. 

23 Q. I was going t o say, t h a t ' s the way you normally 

24 s p e l l Sawyer. 

25 Okay. And you sai d you were requesting 
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1 p o o l i n g from the surface t o the base of the Devonian? 

2 A. Yes, s i r . 

3 Q. That's going t o be a l i t t l e b i t confusing. 

4 Because are you requesting a 40-acre u n i t t o be pooled 

5 from the surface t o the top of the Devonian, or are you 

6 requesting only p o o l i n g i n the u n i t spaced on 80 acres? 

7 A. We'd l i k e i t t o be 80 acres from the surface t o 

8 the Devonian. 

9 Q. Well, i n order t o get there, we've got t o make 

10 a case f o r a nonstandard u n i t f o r a l l the pools 

11 involved, and normally nonstandard-unit cases are 

12 geologic, and they're case s p e c i f i c . 

13 MR. BRUCE: And, Mr. Examiner, we're happy 

14 w i t h j u s t the Devonian. 

15 EXAMINER BROOKS: Okay. Well, depending on 

16 what case you put on, I t h i n k i t would be -- i f your 

17 geologic case r e f e r s only t o the Devonian, t h a t ' s the 

18 order we're going t o end up i s s u i n g , because i t would be 

19 unusual there would be other formation spaced on 80 --

20 MR. BRUCE: I t h i n k our next witness w i l l 

21 discuss any secondary o b j e c t i v e s , but t h a t ' s f a r and 

22 away the primary t a r g e t , i s the Devonian. 

23 Q. (BY EXAMINER BROOKS) Okay. Now, I f a i l e d t o 

24 get your overhead r a t e . 

25 A. I t was $10,000 d r i l l i n g and $1,000 producing. 

PAUL BACA PROFESSIONAL COURT REPORTERS 
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1 Q. That i s unusually high. Why? 

2 A. That's what --we operate a number of w e l l s 

3 near Maljamar at various depths i n the Paddock, a l l the 

4 way down t o the -- we don't have a Devonian, a l l the way 

5 down t o the Marrow, and t h a t ' s the r a t e we've been using 

6 i n t h a t area. 

7 Q. Okay. /And people who have v o l u n t a r i l y j o i n e d 

8 t h i s u n i t have agreed t o that? 

9 A. Uh-huh. 

10 Q. What depth i s t h i s ? 

11 A. 12,2. 

12 Q. That i s p r e t t y deep. 

13 A. Yeah. And w i t h the COPAS increase r a t e s the 

14 l a s t few years, I mean, t h a t ' s why i t ' s g o t t e n so high. 

15 Q. Yeah. 

16 And t h i s i s a l l p r i v a t e minerals? 

17 A. Yes, t h i s i s a l l fee. 

18 Q. I t h i n k t h a t ' s a l l I have. 

19 CROSS-EXAMINATION 

20 BY EXAMINER EZEANYIM: 

21 Q. Okay. Let me s t a r t on the 10,000. 

22 Of course, you know t h a t I'm not r e a l l y --

23 the Devonian has been very d i s a p p o i n t i n g , but since you 

24 are going there, going t o the Devonian, I'm sure you 

25 must have found something, you know. I use the Devonian 
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1 t o dump -- but i f you are going t o f i n d some o i l there, 

2 t h a t would be wonderful. 

3 However, t h a t 10,000, you know, we have t o 

4 convince our d i r e c t o r , because we make the 

5 recommendations. And t h a t 10,000 t h a t the Examiner i s 

6 asking you about t h a t you are requesting, why i s t h i s 

7 10,000? Do you have t h a t -- you know, something t h a t 

8 comes out where you got t h i s i n f o r m a t i o n t h a t you can 

9 ensure us t h a t at t h a t depth -- because 12,5 i s deep 

10 or -- I don't know what you s a i d . That i s r e a l l y deep, 

11 because t h i s overhead i s dependent on depth. 

12 A. Uh-huh. 

13 Q. So i s there anything you can give us t o ensure 

14 t h a t there's r e a l l y something there? We can incorporate 

15 i t i n t o our recommendations. Because normally we might 

16 be c a l l e d or the Examiner w i l l be c a l l e d and asked why 

17 these rates are high. 

18 A. Right. 

19 Q. Like you're asking now, she might be asking me 

20 those questions. I s there anything we can get t o make 

21 sure when we make these recommendations t o go -- so t h a t 

22 way --

23 A. You may r e c a l l t h a t the account ing f i r m s used 

24 t o put out a survey. 

25 Q. Yes. Yes. I used t o get t h a t b o o k l e t . Do you 
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1 have that? 

2 A. No. They don't -- we can't -- I haven't found 

3 i t i n a number of years because the i n d u s t r y doesn't 

4 give them t h e i r i n f o r m a t i o n l i k e they used t o . I 

5 discussed t h i s w i t h our c o n t r o l l e r i n our company, and 

6 she -- these are the r a t e s , you know, t h a t she p u l l e d 

7 out of the records t h a t we are charging i n the Maljamar 

8 area f o r these type depth w e l l s , and we use t h a t i n our 

9 op e r a t i n g agreement w i t h our other partners. But, 

10 anyway, t h a t ' s the background I have t o go by on t h i s . 

11 And I asked her the same question: Have you been able 

12 t o f i n d t h a t r e p o r t t h a t --

13 MS. CHAPPELLE: Ernst & Young. 

14 A. Yeah, t h a t Ernst & Young used t o put out. 

15 Q. (BY EXAMINER EZEANYIM) Yeah. Yeah. Do you 

16 have that? 

17 A. And she hasn 1t received i t i n the l a s t two or 

18 three years because nobody w i l l -- nobody sends i n t h e i r 

19 i n f o r m a t i o n . 

20 Q. Whoever d i d t h i s , Ernst & Young -- I don't know 

21 when i t was, but when I read i t , i t looks l i k e 

22 New Mexico i s d i f f e r e n t from Oklahoma, the way they 

23 determine those t h i n g s . And I'm j u s t t r y i n g t o p r o t e c t 

24 you by anything you can show t o do t h a t , because i f I'm 

25 asked or i f the Examiner i s asked, Why i s t h i s r a t e 
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1 high, or. I s t h i s the normal, I don't know whether t h a t 

2 w i l l s u f f i c e . 

3 A. I t h i n k t h i s i s becoming p r e t t y normal, i f i t 

4 hasn't -- w e l l , I t h i n k i t has become normal. I t may be 

5 new, you know -- but the l a s t few years of the COPAS 

6 r a t e increases have been s i x and seven percent, I 

7 b e l i e v e , and i t ' s j u s t jumping up way up there. But at 

8 t h i s depth, 12,2 --

9 Q. Yeah. 

10 A. -- I don't -- I don't r e a l l y t h i n k i t ' s t h a t 

11 unreasonable. 

12 Q. Yeah, I agree w i t h you, but, you know, I'm not 

13 making any assumptions. 

14 A. Sure. 

15 Q. CML. You are now going t o the Devonian. 

16 That's impressive. So how long have you been i n 

17 New Mexico, j u s t f o r my information? I'm not used t o 

18 seeing CML, you know. 

19 A. Sure. 

2 0 Q. But now you're going t o the Devonian. 

21 A. Sure. 

22 Q. You must be a very b i g operator i f you can do 

23 t h a t . 

24 A. We operate about 25 w e l l s i n the Maljamar area 

25 f rom the Paddock down t o the Marrow. We've been i n 
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1 business -- we used t o be Patterson Petroleum. 

2 Q. What? 

3 A. We used t o be Patterson Petroleum, who 1s been 

4 around f o r 30-something years. I n 2007, Patterson spun 

5 us o f f as a separate l i t t l e o p e r a t i n g company, and so, 

6 you know, our name changed i n 2 007. 

7 Q. I mean, I'm not q u a r r e l i n g w i t h you, but I 

8 haven * t seen a l o t of operators go t o the Devonian, and 

9 I ' d l i k e t o see i f there i s anything there. So I'm glad 

10 you are doing t h a t . That's good. 

11 That's a l l I have. 

12 EXAMINER BROOKS: Very good. 

13 Witness may step down. 

14 You may c a l l your next witness. 

15 STEVEN FEKETE, 

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

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

18 DIRECT EXAMINATION 

19 BY MR. BRUCE: 

20 Q. Would you please s t a t e your name; s p e l l i t f o r 

21 the Hearing Examiners? 

22 A. Steven Fekete, F-E-K-E-T-E, from Aus t i n , Texas. 

23 Q. And who do you work for? 

24 A. I work f o r CML E x p l o r a t i o n i n Aus t i n . 

25 Q. What i s your j o b w i t h CML? 
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1 A. I'm a g e o l o g i s t , petroleum g e o l o g i s t . 

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

3 D i v i s i o n as a geol o g i s t ? 

4 A. No. 

5 Q. Would you please summarize your education and 

6 employment background f o r the Examiners? 

7 A. I have a BS and MS i n geology from the 

8 U n i v e r s i t y of Texas. I have 25 years of experience as a 

9 petroleum g e o l o g i s t , the f i r s t 12 w i t h ARCO, and the 

10 l a s t 10 w i t h Patterson, which turned i n t o CML 

11 E x p l o r a t i o n . 

12 Q. Does your area of r e s p o n s i b i l i t y at CML include 

13 t h i s p o r t i o n of the Permian Basin? 

14 A. Yes. 

15 Q. And are you f a m i l i a r w i t h the geologic matters 

16 i n v o l v e d i n t h i s case? 

17 A. Yes. 

18 MR. BRUCE: Mr. Examiner, I 'd tender the 

19 admission of Mr. Fekete as an expert petroleum 

20 g e o l o g i s t . 

21 EXAMINER BROOKS: So q u a l i f i e d . 

22 Q. (BY MR. BRUCE) Mr. Fekete, what i s E x h i b i t 7? 

23 A. E x h i b i t 7 i s a l o c a t o r map showing the proposed 

24 l o c a t i o n of the CML H a r r i s #1 and some of the nearby 

25 Devonian pool production. 
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1 Q. And could you then move on t o E x h i b i t 8 and 

2 discuss i t s contents? 

3 EXAMINER EZEANYIM: Counselor, excuse me 

4 j u s t one minute. 

5 A l l of these are produced from the 

6 Devonian, r i g h t ? 

7 THE WITNESS: Right. 

8 EXAMINER EZEANYIM: A l l these w e l l s located 

9 on E x h i b i t Number 7, r i g h t ? 

10 THE WITNESS: Yes. 

11 EXAMINER EZEANYIM: You don't i n d i c a t e the 

12 operators on there? 

13 THE WITNESS: No. Those are a c t u a l pools, 

14 not i n d i v i d u a l w e l l s , on most of them. 

15 EXAMINER EZEANYIM: Oh, they're j u s t pools 

16 i n the Devonian? 

17 THE WITNESS: The cumulative production 

18 numbers f o r those i n d i v i d u a l pools and the names of 

19 those f i e l d s . 

2 0 EXAMINER EZEANYIM: Okay. Now, what are 

21 the cumulative? Those t h a t have been produced from t h a t 

22 p a r t i c u l a r pool, those cumulative production, t h a t ' s 

23 what you put i n there? 

24 THE WITNESS: That i s c o r r e c t . 

25 EXAMINER EZEANYIM: But you don't know the 
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1 names of the w e l l s t h a t are doing t h i s ? 

2 THE WITNESS: No, I don't have s p e c i f i c 

3 names on there . 

4 EXAMINER EZEANYIM: That's i n t e r e s t i n g . 

5 Go ahead. 

6 Q. (BY MR. BRUCE) Move on t o E x h i b i t 8, 

7 Mr. Fekete. 

8 A. E x h i b i t 8 i s an i n t e n s i f i e d Devonian 

9 Time-Structure Map i n the area of CML H a r r i s #1. This 

10 map i s based on 3D seismic data. Also shown on the map 

11 i s the 80-acre u n i t t h a t we're requesting, and the 

12 reason t h a t we're requesting t h a t , as w e l l as the 

13 unorthodox l o c a t i o n , i s t h a t the highest p o i n t on the 

14 s t r u c t u r e shown on the map i s j u s t about r i g h t on the 

15 l i n e , between those the two 40-acre sections, the 

16 northeast q u a r t e r of the southwest quarter and the 

17 southeast quarter of the southwest qua r t e r . And t o most 

18 e f f i c i e n t l y and e f f e c t i v e l y and e q u i t a b l y d r a i n t h i s 

19 s t r u c t u r a l f e a t u r e , we f e e l l i k e t h a t ' s the i d e a l place 

20 t o place the w e l l . 

21 Q. You have the f a u l t t o the n o r t h of the w e l l . 

22 W i l l t h i s r e s e r v o i r be separate from the South Sawyer 

23 pool, which i s about a mile and a h a l f n o r t h of t h i s 

24 well? 

25 A. Yes, i t w i l l be. 
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1 Q. I n your o p i n i o n , w i l l each q u a r t e r - q u a r t e r 

2 s e c t i o n i n the w e l l c o n t r i b u t e t o production? 

3 A. Yes, i t w i l l . 

4 Q. Now, on E x h i b i t 8, I see you've i d e n t i f i e d two 

5 w e l l s , one i n Section 8 and one i n Section 16? 

6 A. Yes. 

7 Q. Do you have some type logs i n those w e l l s t o 

8 submit as e x h i b i t s ? 

9 A. Yes, we do. Those are E x h i b i t s 9 and 10. 

10 Q. Could you run through those e x h i b i t s , please? 

11 A. Yeah. E x h i b i t 9 i s from the Rowan Simmons #1. 

12 That's the w e l l t o the n o r t h -- north-northwest of our 

13 proposed w e l l l o c a t i o n . And the main reason t o show 

14 t h i s i s j u s t t o show t h a t we have -- l i k e l y have 

15 Devonian r e s e r v o i r . This i s the r e s i s t i v i t y l o g , the 

16 only l o g a v a i l a b l e . This w e l l was d r i l l e d i n the e a r l y 

17 '50s. But the low r e s i s t i v i t y a t the top of the 

18 Devonian i n d i c a t e s l i k e l y p o r o s i t y , and the DSD type --

19 j u s t a b i t of gas and water and d r i l l i n g f l u i d . 

20 E x h i b i t 10 i s the w e l l , the Exxon New 

21 Mexico FM State #1, found out t o the southeast of our 

22 proposed l o c a t i o n , and t h a t has a more complete Devonian 

23 s e c t i o n . That was d r i l l e d i n '91, I b e l i e v e . And, 

24 again, t h i s i s a r e s i s t i v i t y l o g . But these low 

25 r e s i s t i v i t y streaks you see throughout t h i s s e c tion. 
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1 through a l l , p r e t t y much, 400 f e e t of i t , are 

2 h i g h - p o r o s i t y zones. And we do have a p o o r - q u a l i t y 

3 r e s i s t i v i t i e s l o g , but the l o g r e s i s t i v i t y reached up t o 

4 14 percent. So we f e e l l i k e there i s ample evidence 

5 t h a t there i s going t o be good r e s e r v o i r rock i n the 

6 v i c i n i t y . There i s good r e s e r v o i r - q u a l i t y rock i n the 

7 area t h a t we're d r i l l i n g and t h a t i t covers both 40-acre 

8 sections. 

9 EXAMINER EZEANYIM: I s the top of the 

10 Devonian at 12,000? 

11 THE WITNESS: 12,021 i n t h i s - - i n New 

12 Mexico State w e l l . 

13 EXAMINER EZEANYIM: At the top of the 

14 Devonian? 

15 THE WITNESS: Yes, t h a t i s the top. 

16 And the pay [ s i c ] i n the Devonian pools can 

17 be anywhere from the very top of the dome a l l the way 

18 down t o three t o fou r f e e t below the top. 

19 Q. (BY MR. BRUCE) So i s i t important t o have the 

20 w e l l d r i l l e d a t the top of the Devonian s t r u c t u r e ? 

21 A. /Absolutely. 

22 Q. And l o o k i n g back at E x h i b i t 7 from these 

23 e x h i b i t s , back t o the l o c a t o r map, what can you say 

24 about the number of w e l l s necessary t o adequately d r a i n 

25 a Devonian r e s e r v o i r ? 
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1 A. Well, the two f i e l d s I f e e l l i k e we can look at 

2 here are the North Eckles [phonetic] f i e l d and the South 

3 Crossroads f i e l d . And based on the number of we l l s and 

4 the size of the s t r u c t u r e , i t looks l i k e they're 

5 d r a i n i n g 80-plus acres per w e l l . And some of those 

6 w e l l s can be extremely p r o l i f i c , producing 3- t o 500,000 

7 b a r r e l s f o r i n d i v i d u a l w e l l s . 

8 Q. And t h a t i s one reason f o r the 80-acre u n i t , 

9 correct? 

10 A. Yes, s i r . 

11 Q. And j u s t by the mere l o c a t i o n of the w e l l , j u s t 

12 a few dozen f e e t from the q u a r t e r - q u a r t e r s e c t i o n l i n e , 

13 based on Devonian produ c t i o n c h a r a c t e r i s t i c s , would you 

14 a n t i c i p a t e t h a t i t w i l l d r a i n each q u a r t e r - q u a r t e r 

15 section? 

16 A. Yes, we would. 

17 Q. And Mr. F i t z g e r a l d gave i n f o r m a t i o n on the cost 

18 of the -- t o t a l cost of a completed w e l l , which i s 

19 about -- close t o three-and-a-half m i l l i o n d o l l a r s . I n 

20 t h i s s i t u a t i o n , would i t make any sense t o place one 

21 w e l l i n each q u a r t e r - q u a r t e r section? 

22 A. I don't t h i n k i t would, because I f e e l l i k e we 

23 could e f f e c t i v e l y d r a i n both q u a r t e r - q u a r t e r sections. 

24 Q. There's no need t o spend 7 m i l l i o n d r i l l i n g 

25 w e l l s i n t h i s area? 
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A. No, not at a l l . 

2 Q. Were E x h i b i t s 7 through 10 prepared by you or 

3 under your d i r e c t i o n ? 

4 A. Yes. 

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

6 a p p l i c a t i o n prevent waste and p r o t e c t c o r r e l a t i v e 

7 r i g h t s ? 

8 A. Yes. 

9 MR. BRUCE: Mr. Examiner, I'd move the 

10 admission of E x h i b i t s 7 through 10. 

11 EXAMINER BROOKS: 7 through 10 are 

12 admitted. 

13 (CML E x p l o r a t i o n E x h i b i t Numbers 7 through 

14 10 were o f f e r e d and admitted i n t o 

15 evidence.) 

16 MR. BRUCE: No f u r t h e r questions. 

17 CROSS-EXAMINATION 

18 BY EXAMINER BROOKS: 

19 Q. I don't b e l i e v e I f u l l y picked up your -- I 

20 probably wasn't l i s t e n i n g adequately. But why i s the 

21 l o c a t i o n encroaching toward the west l i n e there? 

22 A. Towards the west of those q u a r t e r - q u a r t e r 

23 sections? 

24 Q. Yes. 

25 A. We want t o d r i l l on the very highest p a r t of 
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1 the f e a t u r e , and t h a t --

2 Q. You t h i n k t h a t ' s where i t i s ? 

3 A. -- t h a t XY r i g h t there puts us at -- based on 

4 our 3D seismic a t the highest s t r u c t u r a l p o s i t i o n , and 

5 t h a t ' s where we need t o be t o most e f f e c t i v e l y d r a i n 

6 t h i s r e s e r v o i r . 

7 Q. Now, you i n d i c a t e d t h a t , i f I understood --

8 w e l l , not you, the previous witness. I f I understood 

9 him c o r r e c t l y , he i n d i c a t e d t h a t the ownership i s 

10 i d e n t i c a l i n the n o r t h h a l f -- throughout the n o r t h 

11 h a l f - n o r t h h a l f and throughout the south h a l f - s o u t h 

12 h a l f ? 

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

14 MR. BRUCE: North h a l f - s o u t h h a l f i s one 

15 t r a c t . 

16 EXAMINER BROOKS: North h a l f - s o u t h h a l f . 

17 MR. BRUCE: And then the south h a l f - s o u t h 

18 h a l f i s another t r a c t . 

19 EXAMINER BROOKS: So, i n other words, while 

2 0 you're encroaching, you're not encroaching on anybody. 

21 MR. BRUCE: Yeah. They're not im p a i r i n g 

22 anybody's r i g h t s by encroaching. 

23 EXAMINER BROOKS: I be l i e v e t h a t ' s a l l I 

24 have. 

25 Mr. Ezeanyim? 
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2 CROSS-EXAMINATION 

3 BY EXAMINER EZEANYIM: 

4 Q. That's -- t h a t ' s -- t h a t ' s a good question. i 

5 l i k e you t o d r i l l on the most productive zone, and 

6 t h a t ' s why you have -- r i g h t ? 

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

8 Q. /And then I thought I heard something by the 

9 Examiner t h a t there are no c o r r e l a t i v e - r i g h t s issues 

10 r i g h t ? 

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

12 Q. Okay. Good. 

13 I f you know -- you j u s t answered t h a t 

14 question; maybe I wasn't l i s t e n i n g t o your t o your 

15 att o r n e y . Your a t t o r n e y asked you why you want t o do an 

16 80-acre. There are two reasons you gave. You know, 

17 what are those reasons you want t o do the 80-acre 

18 spacing? 

19 A. Okay. F i r s t of a l l , we f e e l t h a t based on 

20 other f i e l d s i n the area, p r i m a r i l y the North Eckles 

21 [phonetic] and the South Crossroads, t h a t the r e s e r v o i r 

22 q u a l i t y t h a t we're going t o encounter w i l l enable us to 

23 d r a i n 80 acres. We're expecting good rock q u a l i t y . And 

24 we f e e l l i k e i f we only have t o d r i l l on 40, then i t 

25 w i l l be on t h a t n o r t h -- northern q u a r t e r - q u a r t e r 
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1 s e c t i o n , but we 1 re convinced t h a t we'd be d r a i n i n g a 

2 good p a r t of t h a t southern q u a r t e r - q u a r t e r s e c t i o n . And 

3 so t h a t would not be e q u i t a b l e . 

4 Q. Okay. I n those ones t h a t you t h i n k are 

5 d r a i n i n g 80 acres, do you have any d r i l l i n g c a l c u l a t i o n s 

6 t o demonstrate, r e a l l y , t h a t drainage? 

7 A. No. B a s i c a l l y , we have the size of the fe a t u r e 

8 from seismic and how many w e l l s we d r i l l e d and how f a r 

9 apart they were d r i l l e d , and, g e n e r a l l y speaking, we 

10 j u s t came up w i t h t h a t number. 

11 Q. 80 acres. 

12 A. Yes. 

13 Q. Of course, you are d r i l l i n g 12,000 f e e t . You 

14 don't want t o d r i l l a seven -- a seven-meter [ s i c ] w e l l , 

15 l i k e your a t t o r n e y said. 

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

17 Q. I don't want you t o do t h a t , but I wanted t o 

18 make sure t h a t -- you know, t h a t w e l l w i l l run the 8 0 

19 acres before we approve t h a t u n i t . I f i t ' s not 40 -- i f 

20 i t ' s 40, you wouldn't be here. So what I'm saying i s 

21 t h a t i t ' s good i f you could d r a i n the 80 acres, but I 

22 wanted t o see i f I can get any evidence, or you j u s t 

23 i n f e r r e d from o f f s e t p r o d u c t i o n t h a t --

24 A. Right. 

25 Q. you are go ing t o d r a i n 80 acres . 
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1 A. That's r i g h t . 

2 Q. Why i s i t more important t o d r i l l at the top of 

3 the Devonian? 

4 A. I n a l l l i k e l i h o o d , i t ' s a waterdrive r e s e r v o i r , 

5 which means t h a t the water i s going t o be pushing 

6 whatever hydrocarbons we f i n d i n t h a t area up t o the 

7 very highest p o i n t on the s t r u c t u r e , and t o e f f e c t i v e l y 

8 d r a i n t h a t , we need t o be at the very top. 

9 Q. Does t h i s have a gas cap? 

10 A. We have not seen t h a t . 

11 Q. I t ' s simply a water drive? 

12 A. Yes. There might be some s o l u t i o n expansion 

13 d r i v e , but -- you know, some of these f l u i d s [ s i c ] do 

14 i n d i c a t e t h a t there i s a f a i r amount of --

15 Q. What county i s t h i s ? 

16 A. I t ' s Lea County. I t ' s the very northeastern 

17 corner of Lea County. That dark l i n e on E x h i b i t 7 i s 

18 the Texas-New Mexico border. Our engineers suggested 

19 t h a t i t ' s , i n a l l l i k e l i h o o d , water d r i v e . 

20 Q. Water d r i v e . Okay. Good. That's a l l I have. 

21 EXAMINER BROOKS: I have a question t h a t ' s 

22 probably -- w e l l , I ' l l j u s t ask i t . Maybe counsel can 

23 respond. 

24 Do you have an API number f o r t h i s we l l ? 

25 MR. BRUCE: I d o n ' t t h i n k the w e l l has been 
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1 p e r m i t t e d y e t , Mr. Examiner. 

2 EXAMINER BROOKS: Okay. Thank you. 

3 Do you have another witness, or i s t h a t 

4 a l l ? 

5 MR. BRUCE: No. That's i t . I do have a 

6 couple of comments I ' d l i k e t o make. 

7 EXAMINER BROOKS: Okay. Very good. The 

8 witness may step down, and you may make your comments. 

9 MR. BRUCE: The only reason I'm making 

10 comments i n an uncontested case i s simply, most 

11 nonstandard u n i t s we see are h o r i z o n t a l w e l l s . 

12 EXAMINER BROOKS: Right. 

13 MR. BRUCE: I t ' s my p o s i t i o n t h a t under 

14 70-2-18.C, under the Rut t e r & Wilbanks case, the 

15 D i v i s i o n does have the a u t h o r i t y t o approve a 

16 nonstandard u n i t i n instances l i k e t h i s . 

17 And the other reason we're asking f o r i t 

18 i s , i f they simply sought a 40-acre u n i t , I t h i n k i t 

19 would be p r e t t y d i f f i c u l t t o get approval f o r the 

20 nonstandard l o c a t i o n , being t h i s close t o another 

21 separately owned t r a c t . 

22 EXAMINER BROOKS: Right. 

23 MR. BRUCE: And, of course, t h i s l o c a t i o n 

24 w i l l p r o t e c t the c o r r e l a t i v e r i g h t s of a l l i n t e r e s t 

25 owners, and since they're only d r i l l i n g one w e l l r a t h e r 
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than two, i t w i l l prevent economic waste. And as a 

2 r e s u l t , we would request permission to form the 

3 nonstandard u n i t . 

4 EXAMINER BROOKS: Thank you. 

5 I f there i s nothing further, then Case 

6 Number 15006 w i l l be taken under advisement -- I'm 

7 sorry. 15008 w i l l be taken under advisement. 

8 (Case Number 15008 concludes, 10:25 a.m.) 
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