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1 (8:38 a.m.) 

2 HEARING EXAMINER GOETZE: Next case t o be 

3 heard i s case 15099, A p p l i c a t i o n of OXY USA WTP 

4 Lim i t e d Partnership f o r a non-standard spacing and 

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

6 New Mexico. 

7 

8 

C a l l f o r appearances. 

MR. FELDERWERT: May i t please the 

9 Examiner, Michael Felderwert w i t h the Santa Fe 

10 o f f i c e of Holland & Hart appearing on behalf of the 

11 a p p l i c a n t , and I have two witnesses here today. 

12 HEARING EXAMINER GOETZE: Would the 

13 witnesses please stand and i d e n t i f y themselves and 

14 been sworn i n , please. 

15 MR. ROBERTSON: Wesley Robertson. 

16 MS. STEEL: B r i t t a n y S t e e l . 

17 WESLEY ROBERTSON, 

18 having been f i r s t duly sworn, t e s t i f i e d as f o l l o w s : 

19 EXAMINATION 

20 BY MR. FELDERWERT: 

21 Q. Would you please s t a t e your name, i d e n t i f y 

22 by whom you are employed and i n what capacity? 

23 A. Wesley Robertson, OXY USA, Inc., i s the 

24 land n e g o t i a t o r . 

25 Q. How long have you been a land n e g o t i a t o r 
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1 w i t h OXY? 

2 A. Three and a h a l f years. 

3 Q. Have you had the o p p o r t u n i t y t o p r e v i o u s l y 

4 t e s t i f y before t h i s d i v i s i o n ? 

5 A. Yes. 

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

7 landman accepted and made a p u b l i c record at t h a t 

8 time? 

9 A. Yes. 

10 Q. Mr. Robertson, have you -- are you 

11 f a m i l i a r w i t h t h i s a p p l i c a t i o n ? 

12 A. Yes, I am. 

13 Q. Have you conducted a study of the lands i n 

14 the area? 

15 A. Yes, I have. 

16 MR. FELDERWERT: I would tender 

17 Mr. Robertson as an expert witness i n petroleum land 

18 matters. 

19 HEARING EXAMINER GOETZE: He i s so 

20 q u a l i f i e d . 

21 Q. (By Mr. Felderwert) Would you please t u r n 

22 t o what has been marked as OXY E x h i b i t No. 1. 

23 Is t h i s a C-102 f o r your proposed well? 

24 A. Yes, i t i s . 

25 Q. What does the company seek under t h i s 
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1 p a r t i c u l a r a p p l i c a t i o n ? 

2 A. We are seeking t o create a non-standard 

3 160-acre spacing u n i t comprised of the east h a l f , 

4 the west h a l f of Section 17, Township 23 south, 28 

5 east, p o o l i n g a l l of the mineral i n t e r e s t s i n the 

6 Bone Spring formation. 

7 Q. And does t h i s p a r t i c u l a r C-102, then, 

8 provide the API number f o r your -- the w e l l t h a t ' s 

9 t o be i n i t i a l l y dedicated t o t h i s non-standard 

10 spacing u n i t ? 

11 A. Yes, i t does. 

12 Q. Does i t also provide the pool code and the 

13 pool t h a t ' s i n there? 

14 A. Yes, i t does. 

15 Q. Does t h i s e x h i b i t l i k e w i s e r e f l e c t t h a t 

16 the completed i n t e r v a l f o r t h i s w e l l w i l l remain 

17 w i t h i n the setbacks r e q u i r e d by the d i v i s i o n rules? 

18 A. Yes, i t does. 

19 Q. I s t h i s p a r t i c u l a r Section 17, i s i t a l l 

20 fee land? 

21 A. A l l fee. 

22 Q. I f I t u r n t o what has been marked as OXY 

23 E x h i b i t No. 2, does t h i s r e f l e c t the ownership, 

24 f i r s t by t r a c t , and then by t o t a l ownership i n the 

25 proposed spacing u n i t ? 
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1 A. Yes, i t does. 

2 Q. I f I t u r n t o the second page at the 

3 bottom, i s t h a t where we see the break-out of the 

4 percentage i n t e r e s t i n the spacing u n i t of the hole? 

5 A. Yes. 

6 Q. What i n t e r e s t do you seek t o pool here 

7 

8 

today? 

A. Bluestem Energy Assets, LLC. 

9 Q. And i f I t u r n t o what has been marked as 

10 OXY E x h i b i t No. 3, i s t h a t the w e l l proposal l e t t e r 

11 t h a t was sent t o Bluestem back i n December? 

12 A. Yes, i t i s . 

13 Q. And i t contains an AFE? 

14 A. Yes, i t does. 

15 Q. And are the costs t h a t are r e f l e c t e d on 

16 t h i s AFE, are they consistent w i t h what the company 

17 has i n c u r r e d f o r d r i l l i n g s i m i l a r h o r i z o n t a l wells 

18 i n the area? 

19 A. Yes, they are. 

20 Q. Now, i n a d d i t i o n t o sending t h i s w e l l 

21 proposal l e t t e r , what other e f f o r t s has the company 

22 undertaken t o reach an agreement w i t h Bluestem 

23 Energy? 

24 A. We had o r i g i n a l l y proposed a j o i n t 

25 operating agreement w i t h the o r i g i n a l proposal. 
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1 Following t h a t , Bluestem n o t i f i e d OXY t h a t they d i d 

2 not wish t o p a r t i c i p a t e i n the w e l l . So we 

3 attempted t o negotiate a term assignment and a 

4 farm-out, t o which they were not i n t e r e s t e d i n . 

5 Q. Now, i s there -- has there been a JOA 

6 signed f o r t h i s p r o p e r t y w i t h the other i n t e r e s t 

7 owners? 

8 A. Yes, there has been. 

9 Q. Okay. What are the overhead rates and 

10 a d m i n i s t r a t i v e costs w i t h i n t h a t JOA? 

11 A. $7,500 d r i l l i n g per month and $750 

12 producing per month. 

13 Q. And are those the costs t h a t the company 

14 requests t h a t the d i v i s i o n l i k e w i s e incorporate i n t o 

15 any p o o l i n g order from t h i s a p p l i c a t i o n ? 

16 A. Yes. 

17 Q. Did the company also i d e n t i f y the mineral 

18 i n t e r e s t owners i n the 40-acre t r a c t s surrounding 

19 the proposed non-standard spacing u n i t ? 

20 A. Yes, we d i d . 

21 Q. And were those known leased mineral 

22 i n t e r e s t owners n o t i f i e d of t h i s hearing? 

23 A. Yes, they were. 

24 Q. I f I t u r n t o what has been marked as COG 

25 E x h i b i t No. 4, i s t h a t an a f f i d a v i t prepared by my 

PAUL BACA PROFESSIONAL COURT REPORTERS 
2364468e-e97b-4ea 1 -89d6-9cbbd 15dc155 



Page 8 
1 o f f i c e w i t h attached l e t t e r s p r o v i d i n g n o t i c e of the 

2 hearing t o these a f f e c t e d p a r t i e s ? 

3 A. Yes, i t i s . 

4 Q. Mr. Robertson, were e x h i b i t s 1 through 3 

5 prepared by you or compiled under your d i r e c t i o n and 

6 supervision? 

7 

8 

A. Yes, they were. 

MR. FELDERWERT: At t h i s p o i n t , then, 

9 Mr. Examiner, I would move the admission i n t o 

10 evidence of OXY E x h i b i t s 1 through 4, which includes 

11 my a f f i d a v i t ? 

12 HEARING EXAMINER GOETZE: One through 4 

13 are accepted. 

14 (OXY E x h i b i t s 1 through 4 were o f f e r e d and 

15 admitted i n t o evidence.) 

16 MR. FELDERWERT: And t h a t concludes my 

17 examination of t h i s witness. 

18 HEARING EXAMINER GOETZE: And t h i s i s 

19 p r e t t y s t r a i g h t f o r w a r d . I don't have any questions 

20 f o r you. Thank you. j 
21 MR. FELDERWERT: I then c a l l our second 

22 witness. 

23 BRITTANY STEEL, 

24 having been p r e v i o u s l y sworn, t e s t i f i e d as f o l l o w s : 

25 EXAMINATION 
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1 BY MR. FELDERWERT: 

2 Q. Please s t a t e your name f o r the record. 

3 A. My name i s B r i t t a n y S t e e l . 

4 Q. Ms. St e e l , by whom are you employed and i n 

5 what capacity? 

6 A. OXY USA, Inc. I'm employed as a 

7 

8 

ge o l o g i s t . 

Q. How long have you been a ge o l o g i s t s w i t h 

9 OXY? 

10 A. I have been w i t h OXY f o r approximately 

11 fo u r and a h a l f years. 

12 Q. Throughout t h a t p e r i o d of time, have your 

13 r e s p o n s i b i l i t i e s included the Permian Basin of New 

14 Mexico? 

15 A. Yes, they have. 

16 Q. Have your r e s p o n s i b i l i t i e s been exclusive 

17 t o the Permian Basin of New Mexico? 

18 A. Yes. 

19 Q. 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 

20 d i v i s i o n ? 

21 A. No, I haven't. 

22 Q. Would you provide us w i t h your educational 

23 background? 

24 A. I went t o the U n i v e r s i t y of Tennessee f o r 

25 my Bachelor's i n Science and Geology. And then I 
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1 pursued my master's at the U n i v e r s i t y of Tennessee, 

2 as w e l l , i n science as a s t r u c t u r a l g e o l o g i s t . 

3 Q. And when d i d you receive your master's? 

4 A. I n 2009, December of 2009. 

5 Q. I s t h a t , then, when you commenced 

6 employment w i t h OXY? 

7 A. I began employment w i t h OXY February of 

8 2010 . 

9 Q. Okay. Are you a member of any 

10 p r o f e s s i o n a l organizations? 

11 A. AAPG. 

12 Q. And how long have you been a member of the 

13 AAPG? 

14 A. Since 2009. 

15 Q. Are you f a m i l i a r w i t h t h i s a p p l i c a t i o n ? 

16 A. Yes, I am. 

17 Q. Have you conducted a g e o l o g i c a l study of 

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

19 A. Yes, I have. 

20 MR. FELDERWERT: Mr. Examiner, I would 

21 tender Ms. Steel as an expert witness i n petroleum 

22 geology. 

23 HEARING EXAMINER GOETZE: This witness i s 

24 so q u a l i f i e d . 

25 Q. {By Mr. Felderwert) Ms. Steel, what i s the 
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1 t a r g e t of OXY's proposed well? 

2 A. We are t a r g e t i n g the 3rd Bone Spring Sand. 

3 Q. The lower p o r t i o n of the 3rd Bone Spring 

4 Sand? 

5 A. Yes. 

6 Q. I s t h a t j u s t above the Wolfcamp? 

7 A. I t i s j u s t d i r e c t l y above the Wolfcamp. 

8 Q. I f I t u r n what has been marked as OXY 

9 E x h i b i t No. 5, would you please i d e n t i f y i t and then 

10 e x p l a i n t o the examiner what i t shows. 

11 A. The map on the l e f t - h a n d p o r t i o n of the 

12 s l i d e i s a r e g i o n a l s t r u c t u r e m a j ^ ^ t h e Wolfcamp 

13 w i t h contour i n t e r v a l of 50 fe e t . The red crosses on 

14 map represent a l l of the datapoints i n the area. 

15 The h o r i z o n t a l w e l l t h a t i s displayed i n Section 17 

16 i s our proposed Carter Farms A Fee Com Number 3H. 

17 This p a r t i c u l a r w e l l -- or t h i s p a r t i c u l a r 

18 map i s on a TVD sub C s c a l i n g , and our reg i o n a l dip 

19 i s t o the east. This p a r t i c u l a r w e l l , as you can 

2 0 see over on the typed l o g on the right-hand side of 

21 the s l i d e , i s t a r g e t i n g the 3rd Bone Spring Sand. 

22 The red s t a r i n d i c a t e s the i n t e r v a l t h a t we're going 

23 t o be t a r g e t i n g , which i s d i r e c t l y above the 

24 Wolfcamp. So i t ' s a p r e t t y t h i c k i n t e r v a l of sand 

25 there. I t i s conformable t o the 3rd Bone Spring 
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1 Sand. 

2 Q. So t h a t ' s why you hung your s t r u c t u r e --

3 or d i d your a n a l y s i s of the Wolfcamp? 

4 A. Yes. 

5 Q. Okay. Do you see any f a u l t i n g or 

6 pinch-outs or any other geologic impediments t o 

7 developing t h i s area using h o r i z o n t a l wells? 

8 A. No. 

9 Q. And then I -- t h i s map contains a bunch of 

10 red numbers below the w e l l symbols. I s t h a t a l l 

11 your datapoints. 

12 A. Those are a l l of our datapoints. We 

13 a c t u a l l y had p r e t t y good data c o n t r o l i n t h i s area, 

14 considering i t i s an e x p l o r a t i o n l o g . 

15 Q. Okay. I f I then t u r n what t o what has 

16 been marked as -- l e t me ask you f i r s t : Anything 

17 else about t h i s map? 

18 A. No, I t h i n k t h a t ' s i t . 

19 Q. Okay. Why don't you t u r n t o what has been 

20 marked, then, as OXY E x h i b i t No. 6 and f i r s t 

21 i d e n t i f y i t and then e x p l a i n t o us what i t shows. 

22 A. E x h i b i t No. 6 i s a s t r u c t u r a l 

23 cross-section t h a t ' s p r o p o r t i o n a l l y spaced t o 

24 cross-sections 18 and 17. So we're s t a r t i n g i n 

25 Section 18 and then ending i n Section 17. So i t 1 s A 
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1 t o A prime. 

2 Q. That's shown i n the bottom l e f t - h a n d 

3 corner of t h i s e x h i b i t ? 

4 A. Yes, i t ' s shown i n the bottom l e f t - h a n d 

5 corner across t h a t same s t r u c t u r e map t h a t we saw i n 

6 the previous s l i d e . 

7 Our h o r i z o n t a l w e l l i s proposed i n the --

8 or best seen i n the cross-section landing i n our 

9 t a r g e t i n t e r v a l , which i s h i g h l i g h t e d i n blue. 

10 I f we look at the i n d i v i d u a l w e l l s on 

11 the -- on the Carter Farms Type Log, the i n d i v i d u a l 

12 logs here, going from l e f t t o r i g h t , are gamma ray, 

13 then r e s i s t i v i t y i n the next t r a c t , and then 

14 p o r o s i t y i n the l a s t t r a c t . 

15 The gamma ray has a yellow i n f i l l . I t ' s 

16 everything t h a t ' s less than 80API, which i s how we 

17 are i n d i c a t i n g our sands i n t h i s p a r t i c u l a r 

18 i n t e r v a l . And then we have the r e s i s t i v i t y , which 

19 i s low, which you can see i s p r e t t y c o r r e l a t i v e 

2 0 across t h i s p a r t i c u l a r i n t e r v a l . And then, on the 

21 f a r r i g h t , we have our de n s i t y p o r o s i t y , which i s 

22 greater than 10 percent, which i s what we're 

23 i n d i c a t i n g as -- or our t a r g e t r e s e r v o i r . 

24 And our proposed h o r i z o n t a l w e l l i s going 

2 5 t o be landing i n and st a y i n g i n t h i s zone throughout 
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i t s h o r i z o n t a l l e n g t h . And we are d r i l l i n g t h i s 

2 w e l l along the s t r i k e t o m i t i g a t e any d r i l l i n g r i s k s 

3 as w e l l . 

4 Q. Do you see a c o n t i n u i t y of the sand across 

5 your s e c t i o n here? 

6 A. There i s . And you can see t h a t i t i s very 

7 easy t o c o r r e l a t e t h i s p a r t i c u l a r s e c t i o n . There's 

8 r e a l l y no change i n m the l o g c h a r a c t e r i s t i c s . 

9 Q. Are there any other h o r i z o n t a l w e l l s i n 

10 t h i s immediate area? 

11 A. No, there are not. 

12 Q. Why d i d you choose your stand-up? 

13 A. I chose the stand-up w e l l because, 

14 g e o l o g i c a l l y , i t stays w i t h i n the p o r o s i t y fairway. 

15 Q. Okay. What conclusions, then, have you 

16 drawn from your study? 

17 A. I have drawn the conclusion t h a t there are 

18 no g e o l o g i c a l impediments or pinch-outs t h a t the 

19 h o r i z o n t a l w e l l w i l l encounter along i t s length. 

20 This w e l l -- t h i s p a r t i c u l a r s e c t i o n w i l l be best 

21 developed w i t h h o r i z o n t a l w e l l s . And I proposed the 

22 160-acre non-standard u n i t spacing as opposed to a 

23 t r a d i t i o n a l 40-acre f o r economic and e f f i c i e n c y . 

24 Q. And i n your opinion, w i l l the 40-acre 

25 t r a c t s t h a t you have included w i t h i n your 
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non-standard spacing u n i t c o n t r i b u t e more or less 

2 e q u a l l y t o the w e l l bore's production? 

3 A. Yes . 

4 Q. Okay. I s E x h i b i t No. 7 a OXY E x h i b i t 

5 No. 7 a d i r e c t i o n a l survey f o r t h i s well? 

6 A. Yes. 

7 Q- And does i t demonstrate t h a t your w e l l 

8 w i l l meet the setback requirements? 

9 A. Yes, i t does. 

10 Q - Where w i l l the completed i n t e r v a l f o r your 

11 w e l l be w i t h the respect t o t h i s p a r t i c u l a r e x h i b i t ? 

12 A. I t ' s going t o be i n the red h i g h l i g h t e d 

13 s e c t i o n along the h o r i z o n t a l path. 

'l4 Q- Okay. I n your opinion, w i l l the g r a n t i n g 

15 of t h i s 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 

16 conservation and prevention of waste and p r o t e c t i o n 

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

18 A. Yes . 

19 Q. Were OXY E x h i b i t s 5 through 7 prepared by 

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

21 A. Yes, they were. 

22 MR. FELDERWERT: Mr. Examiner, I would 

23 move the admission i n t o evidence of E x h i b i t s 5 

24 through 7? 

25 HEARING EXAMINER GOETZE: E x h i b i t s 5 
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1 through 7 are so admitted. 

2 (OXY E x h i b i t s 5 through 7 were o f f e r e d and 

3 admitted i n t o evidence.) 

4 MR. FELDERWERT: That concludes my 

5 examination of t h i s witness. 

6 HEARING EXAMINER GOETZE: Okay. Just a 

7 few more questions. 

8 When we say, " p o r o s i t y fairway," we're 

9 b a s i c a l l y saying t h a t we're t a k i n g the best 

10 o r i e n t a t i o n f o r d r i l l i n g w i thout having increased 

11 d i f f i c u l t y as a r e s u l t of s t r i k e and d i p . 

12 THE WITNESS: That's t r u e , yes. 

13 HEARING EXAMINER GOETZE: Okay. And you 

14 said t h a t we don't r e a l l y have any other 

15 o r i e n t a t i o n s i n t h i s area and so b a s i c a l l y i t ' s up 

16 t o you, you made your choice based upon --

17 THE WITNESS: On the geology and based on 

18 s t a t i n g the l o g s t r i k e , yes. 

19 HEARING EXAMINER GOETZE: That should be 

2 0 i t . Okay. No f u r t h e r questions f o r t h i s witness.we 
21 w i l l take case 15099 under advisement, and t h a t so 

22 ends the hearing. 

23 MR. FELDERWERT: Thank you, Mr. Examiner. 

24 (Proceedings concluded at 8:52 a.m.) 
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