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1 (2:03' p.m. ) 

2 EXAMINER GOETZE: That leaves us w i t h one 

3 l a s t case, and t h a t i s Case 15151, a p p l i c a t i o n of COG 

4 Operating, LLC f o r a nonstandard spacing and p r o r a t i o n 

5 u n i t and compulsory pooling, Eddy County, New Mexico. 

6 C a l l f o r appearances. 

7 MR. RANKIN: Mr. Examiner, Adam Rankin 

8 appearing on behalf of COG. I have two witnesses f o r 

9 t h i s hearing. 

10 EXAMINER GOETZE: Are these new witnesses? 

11 MR. RANKIN: Mr. Examiner, these witnesses 

12 have p r e v i o u s l y been sworn already. My f i r s t witness, 

13 I'd l i k e t o c a l l Mr. Joseph Scott. 

14 Now, Mr. Examiner, I'd l i k e the record t o 

15 r e f l e c t i n t h i s case t h a t Mr. Scott's been pr e v i o u s l y 

16 sworn t o t e s t i f y today and t h a t his c r e d e n t i a l s as an 

17 expert i n petroleum land matters have been recognized 

18 and accepted as a matter of record by the D i v i s i o n . 

19 EXAMINER GOETZE: So accepted. 

20 JOSEPH SCOTT, 

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 

2 4 BY MR. RANKIN: 

25 Q. Mr. Scott, w i l l you please e x p l a i n t o the 
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1 Examiner what' i t i s COG i s seeking w i t h t h i s a p p l i c a t i o n 

2 today? 

3 A. We seek t o create a 160-acre pooling and 

4 p r o r a t i o n u n i t i n order t o pool the east half-west h a l f 

5 of Section 4, 19 South, 26 East i n order to pool a l l the 

6 mineral owners i n the Yeso Formation and to dedicate 

7 these lands f o r a u n i t f o r the Sherman 4 Fee #2H. 

8 Q. And i s the proposed p r o r a t i o n u n i t depicted i n 

9 what's been marked as E x h i b i t 1 i n the packet? 

10 A. Yes. The yellow i n d i c a t e s Concho's acreage. 

11 The square box in d i c a t e s the surface-hole l o c a t i o n , and 

12 the c i r c l e shows the bottom-hole l o c a t i o n . And the red 

13 l i n e shows the south-to-north h o r i z o n t a l o r i e n t a t i o n 

14 w e l l we propose t o d r i l l . . 

15 Q. I n t h i s case, an APD has been f i l e d and an API 

16 number has been assigned t o t h i s well? 

17 A. Yes, i t has. I t ' s located on the f r o n t of the 

18 packet. 

19 Q. I n t h i s case, S e c t i o n 4, are these a l l f e e 

20 lands? 

21 A. Yes, t h e y a r e . 

22 Q. And E x h i b i t Number 2, i s t h i s a l ease t r a c t 

23 d e p i c t i n g t he ownersh ip o f t he area t o be pooled? 

24 A. Yes. You can see i n t h e eas t h a l f - w e s t h a l f o f 

25 the p l a t , i t shows the two t r a c t s . A l s o the t r a c t s show 
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1 the ownership i n each t r a c t . At•the bottom, there i s 

2 the ownership t a b u l a t i o n of the working i n t e r e s t u n i t , 

3 and the party t h a t we seek t o pool i s OXY-Y1 Company as 

4 an uncommitted owner. We have sent them an AFE, an 

5 operating agreement. They're c u r r e n t l y under review of 

6 our proposal but have not yet come t o an agreement w i t h 

7 us at t h i s p o i n t . 

8 Q. Ex h i b i t Number 4, i s tha t a copy -- l e t me 

9 rephrase t h a t . Behind E x h i b i t Number 4, i s t h a t a copy 

10 of the a f f i d a v i t from your attorney i n d i c a t i n g t h a t 

11 n o t i c e was provided t o the p a r t i e s proposed t o be 

12 pooled? 

13 A. Yes. 

14 Q. Does t h a t include the l i s t of the p a r t i e s being 

15 pooled? 

16 A. Yes . 

17 Q. As w e l l as a sample l e t t e r t h a t was sent t o 

18 OXY-Y1? 

19 A. Yes . 

20 Q- I n a d d i t i o n , d i d COG notice a l l the o f f s e t t i n g 

21 i n t e r e s t owners surrounding the proposed p r o r a t i o n u n i t ? 

22 A. Yes. 

23 Q. Is t h a t the l e t t e r that's included also i n 

24 E x h i b i t Number 4? 

25 A. Yes . 
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1 " Q. And as w e l l , are the green cards, c e r t i f i e d 

2 mail r e c e i p t s , included i n E x h i b i t Number 4? 

3 A. Yes. 

4 Q. You t e s t i f i e d t h a t COG, or Concho, had proposed 

5 t h i s w e l l t o 0XY-Y1? 

6 A. Yes. 

7 Q. I s a copy of t h a t w e l l proposal behind E x h i b i t 

8 Number 5? 

9 A. Yes. 

10 Q. And d i d you include an AFE w i t h t h a t 

11 well-proposal l e t t e r ? 

12 A. Yes. 

13 Q. Are the costs r e f l e c t e d i n the AFE consistent 

14 wit h what COG has inc u r r e d f o r d r i l l i n g s i m i l a r 

15 h o r i z o n t a l w e l l s i n the area? 

16 A. Yes. 

17 Q. Has COG made an estimate of the overhead costs 

18 estimated while d r i l l i n g and producing the well? 

19 A. Yes. And t h a t i s $5,450 f o r d r i l l i n g and $545 

20 f o r the producing r a t e . 

21 Q. And are those costs consistent w i t h JOAs and 

22 other agreements i n the area? 

23 A. Yes. 

24 Q. Does COG a l s o r e q u e s t t h a t t h i s e x h i b i t [ s i c ] 

2 5 be i n c o r p o r a t e d i n t o t h i s o r d e r i n o r d e r t o p r o v i d e f o r 
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1 adjustments p e r i o d i c a l l y i n accordance w i t h COPAS 

2 accounting procedures? 

3 A. Yes. 

4 Q. Do you also request t h a t the maximum 200 

5 percent r i s k penalty be assessed t o the i n t e r e s t owners? 

6 A. Yes. 

7 Q. Do you also request t h a t COG be appointed the 

8 operator of the w e l l and of the u n i t ? 

9 A. Yes. 

10 Q. Mr. Scott, were E x h i b i t s 1 through 5 prepared 

11 by you or under your supervision? 

12 A. Yes. 

13 MR. RANKIN: Mr. Examiner, I would move to 

14 admit E x h i b i t s 1 through 5 i n t o the record. 

15 EXAMINER GOETZE: E x h i b i t s 1 through 5 are 

16 admitted. 

17 (COG Operating, Inc. E x h i b i t Numbers 1 

18 through'5 were o f f e r e d and admitted i n t o 

19 evidence.) 

20 MR. RANKIN: No f u r t h e r q u e s t i o n s . 

21 EXAMINER GOETZE: And I have no q u e s t i o n s 

22 on t h i s one. I t ' s p r e t t y s t r a i g h t f o r w a r d . Thank y o u . 

23 THE WITNESS: Thank y o u . 

24 MR. RANKIN: Thank you , Mr . S c o t t . 

25 I ' d l i k e t o c a l l my n e x t w i t n e s s , Mr . Greg 
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1 Clark. 

2 EXAMINER GOETZE: You may do so. 

3 MR. RANKIN: Mr. Examiner, I'd l i k e to have 

4 the record r e f l e c t t h a t Mr. Clark has previously given 

5 sworn testimony today and t h a t he has been already 

6 accepted as an expert i n petroleum geology matters. 

7 EXAMINER GOETZE: He i s so q u a l i f i e d . 

8 GREG CLARK, 

9 a f t e r having been previously sworn under oath, was 

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

11 DIRECT EXAMINATION 

12 BY MR. RANKIN: 

13 Q. Mr. Clark, have you reviewed the geology and 

14 the land t h a t are subject to t h i s a pplication? 

15 A. Yes, I have. 

16 Q. Did you prepare a study of the geology? 

17 A. I have. 

18 Q- Would you please review f o r the Examiner 

19 Ex h i b i t s 6, 7 -- 6, 7, 8 and 9? 

20 A. Yes. S t a r t i n g on E x h i b i t Number 6, t h i s i s a 

21 regional s t r u c t u r e map on top of the Paddock. You' l l 

22 see t h a t the s t r u c t u r a l dip i s from the northwest to the 

23 southeast. We are on the Delaware Shelf margin i n terms 

24 of the Greater Delaware Basin. So the Basin extends to 

25 the southeast, and, again, we are on the Shelf margin. 

PAUL BACA PROFESSIONAL COURT REPORTERS 
500 FOURTH STREET NW - SUITE 105, ALBUQUERQUE, NM 87102 



Page 9 

1 Concho's acreage i s i n yellow. I n red 

2 represents the Sherman 4 Fee #2H i n which we inte n d t o 

3 d r i l l as a f u l l - s e c t i o n h o r i z o n t a l , w i t h the surface 

4 l o c a t i o n being t o the south and r t h e r e f o r e , d r i l l i n g i t 

5 t o the no r t h . 

6 Y o u ' l l see the producing f i e l d s i n the 

7 Paddock and Bli n e b r y are represented i n the blue boxes. 

8 And also, the wells t h a t are produced i n the Paddock are 

9 represented i n red, and the wells produced i n the 

10 Blinebry are represented i n blue. 

11 The purpose of t h i s map i s to show t h a t 

12 there are no maj or geologic s t r u c t u r a l components t h a t 

13 would keep us from d r i l l i n g t h i s w e l l as a f u l l - s e c t i o n 

14 h o r i z o n t a l . There i s no major f a u l t i n g , f o l d i n g or 

15 things of t h a t nature t h a t would keep us -- as an 

16 impediment from d r i l l i n g t h i s w e l l . 

17 Q. And E x h i b i t Number 7? 

18 A. Yes. Number 7 i s a map of the same area w i t h 

19 the s t r u c t u r e map t a k i n g o f f . I t s purpose i s to show 

20 the l i n e of sect i o n , which i s going t o be the next 

21 e x h i b i t , at A to A prime. So i t goes from a south t o a 

22 n o r t h e a s t e r l y d i r e c t i o n , and i t covers the area i n which 

23 we intend t o d r i l l the Sherman 4 Fee #2H. 

24 Q. And E x h i b i t Number 8, i s t h a t the cross 

25 section? 
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1 A. This i s the a c t u a l cross se c t i o n . Again, i t j 

2 goes from A to A prime, from the south t o the north and j 

3 the east. You ' l l see t h a t t h i s i s a s t r a t i g r a p h i c cross 

4 section, where the s t r u c t u r a l component i s being taken J 

5 out. I t ' s been hung on top of the Paddock. That i s the 

6 datum. The purpose f o r showing the s t r a t i g r a p h i c 

7 section i s to show the 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 i n the 

8 Paddock between the wells i n the area t h a t we f e e l j 

9 represent the area i n which we want to d r i l l the w e l l i n 

10 question today. J 

11 You'11 see t h a t the l a t e r a l i n t e r v a l i s j 

12 depicted in red. That's the interval in which we intend \ 

13 to land the h o r i z o n t a l w e l l . The w e l l on the r i g h t and J 

14 the depth t r a c k has a red polygon t h a t represents the j 

15 p e r f o r a t e d i n t e r v a l w i t h i n the Paddock and has produced 

16 from the Paddock i n the v e r t i c a l w e l l . 

17 And then the w e l l t o the l e f t i s the 

18 Stonewall 9 Fee #1H, which was a p i l o t hole, and then 

19 the Sherman 4 Fee #1, which i s a v e r t i c a l w e l l t h a t COG 

20 has d r i l l e d and has c u r r e n t l y t e s t e d i n the Blinebry. 

21 Therefore, i t has not been completed i n the Paddock. ; 

22 And obviously, the p i l o t hole w i l l not be completed i n 

23 the p i l o t hole — i n the Paddock i n t e r v a l i n the p i l o t 

24 hole. 

25 As you '11 see, the l o g c h a r a c t e r i s t i c s are 
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1 very s i m i l a r . We do not see any major changes i n terms 

2 of the o v e r a l l p o r o s i t y and o v e r a l l l i t h o l o g i e s 

3 according t o the log curve i n these w e l l s . 

4 Q. Mr. C I a r k , i s the t a r g e t formation continuous 

5 across the e n t i r e p r o r a t i o n --

6 A. Yes. 

7 Q. Based on your analysis of the geology of the 

8 lands subj ect t o t h i s a p p l i c a t i o n , have you made any 

9 conclusions 

10 A. Yeah. 

11 Q. -- based on the -- I guess l e t me rephrase 

12 t h a t . 

13 Have you come to any conclusions on the 

14 a b i l i t y of the h o r i z o n t a l w e l l t o e f f i c i e n t l y and 

15 e f f e c t i v e l y d r a i n the proposed u n i t ? 

16 A. Yes. We f e e l t h a t there are no geologic 

17 impediments, e i t h e r s t r a t i g r a p h i c a l l y or s t r u c t u r a l l y , 

18 t h a t would keep us from developing t h i s area using a 

19 f u l l - s e c t i o n h o r i z o n t a l . Also f e e l t h a t d r i l l i n g we 

20 can d r i l l t h i s w e l l economically and e f f i c i e n t l y , 

21 produce t h i s area using a f u l l - s e c t i o n h o r i z o n t a l , and 

22 th a t each 40 i n the nonstandard u n i t w i l l c o n t r i b u t e , on 

23 average, more or less equally t o the t o t a l production of 

24 the w e l l . 

25 Q. Mr . C l a r k , w i l l t h i s w e l l comply w i t h t h e 
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1 setback requirements i n the D i v i s i o n rules? 

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

3 Q. And that's shown i n E x h i b i t Number 9? 

4 A. Yes. 

5 Q. Mr. Clark, i n your opinion, w i l l the grant i n g 

6 of COG'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 

7 conservation, the prevention of waste and the p r o t e c t i o n 

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

9 A. Yes. 

10 MR. RANKIN: Mr. Examiner, I would move 

11 i n t o admission E x h i b i t s 6, 7, 8 and 9. 

12 EXAMINER GOETZE: Exh i b i t s 6, 7, 8 and 9 

13 are so entered. 

14 (COG Operating, Inc. E x h i b i t Numbers 6 

15 through 9 were o f f e r e d and admitted i n t o 

16 evidence.) 

17 MR. RANKIN: And I pass the witness. 

18 EXAMINER GOETZE: Again, your testimony i s 

19 thorough. You d i d use "geologic impediment" four times 

20 i n the two testimonies. Mr. Ezeanyim would be very 

21 proud of you. But at t h i s p o i n t , your presentation i s 

22 thorough, and I have no more questions. 

23 THE WITNESS: Thank you. 

24 MR. RANKIN: Thank you, Mr. Examiner. That 

25 concludes our presentation i n t h i s case. 
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EXAMINER GOETZE: On that basis, we w i l l go 

ahead and say Case 15151 i s taken under advisement. And 

t h i s i s the close of t h i s hearing. 

(Case Number 15151 concludes, 2 :14 p.m.) 

t i a ... ' v T ,n-2 proceedings fa 
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