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1 (Time noted 9:05 p.m.) 

2 EXAMINER JONES: Let's c a l l case 15286, 

3 a p p l i c a t i o n of Devon Energy Production Company, L.P., 

4 f o r a non-standard o i l spacing and p r o r a t i o n u n i t and 

5 compulsory p o o l i n g , Eddy County, New Mexico. 

6 C a l l f o r appearances. 

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

8 Santa Fe representing the a p p l i c a n t . I have two 

9 witnesses. They are the same witnesses who t e s t i f i e d i n 

10 the previous case. 

11 EXAMINER JONES: The record w i l l show t h a t 

12 these witnesses have been sworn. 

13 MR. BRUCE: And q u a l i f i e d ? 

14 EXAMINER JONES: And q u a l i f i e d . 

15 JOE HAMMOND 

16 having been f i r s t duly sworn, was examined and t e s t i f i e d 

17 as f o l l o w s : 

18 DIRECT EXAMINATION 

19 BY MR. BRUCE: 

20 Q. ' Okay. And please j u s t s t a t e your name f o r the 

21 record. 

22 A. Joe Hammond, H-a-m-m-o-n-d. 

23 Q. This case i s f a i r l y s i m i l a r t o the p r i o r case, i s 

24 i t not, Mr. Hammond? 

25 A. I t i s . 
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1 Q. Could you i d e n t i f y E x h i b i t 1 f o r the Examiner, 

2 and what does the f i r s t page show? 

3 (Devon Energy Production Company, L.P., 

4 E x h i b i t 1 introduced and i d e n t i f i e d . ) 

5 A. E x h i b i t 1 i s the C-102 f o r the — i n d i c a t i n g a 

6 p r o j e c t area f o r the south h a l f of the south h a l f of 

7 se c t i o n 10, 19 South, 31 East. And t h i s i s the p r o j ect 

8 area t h a t Devon seeks t o pool. 

'9 Q. And what i s the w e l l name? 

10 A. I t i s the Hadar 10 Fed Com 4H Well. 

11 Q. And the C-102 gives the surface and terminus 

12 footages, does i t not? 

13 A. I t does. 

14 Q. And w i l l the producing i n t e r v a l be orthodox? 

15 A. I t w i l l . 

16 Q. And, again, are you force p o o l i n g the Bone Spring 

17 formation? 

18 A. Yes, we are. 

19 Q. I f you t u r n t o page 2 of E x h i b i t 1, can you 

20 i d e n t i f y the p a r t i e s you are po o l i n g i n t h i s case? 

21 A. I t i s Enduro Operating, L.L.C, and Occidental 

22 Permian, L.P. 

23 Q. And these are the same p a r t i e s you pooled the 

24 l a s t time? 

25 A . Yes, t h e y a r e . Enduro owns a 25 p e r c e n t w o r k i n g 
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1 i n t e r e s t i n the proposed w e l l . And Oxy owns a 25 

2 percent working interes^t i n the proposed w e l l . And 

3 Devon owns a 50 percent working i n t e r e s t i n the proposed 

4 w e l l . And there are two f e d e r a l leases t h a t make up the 

5 160-acre p r o j e c t area. 

6 Q. And what i s E x h i b i t 2? 

7 (Devon Energy Production Company, L.P., 

8 E x h i b i t 2 introduced and i d e n t i f i e d . ) 

9 A. E x h i b i t 2 i s my proposal l e t t e r t o the p a r t i e s 

10 being pooled, dated February 12th, 2015. 

11 Q. And I presume t h a t when you discussed the 3H w e l l 

12 from the p r i o r case w i t h Enduro and Oxy, you also 

13 discussed the 4H w e l l w i t h them? 

14 A. There was a l i t t l e l a g between, but, yes. The 

15 l a t e r stages of n e g o t i a t i o n s involved both w e l l s . The 

16 l a s t contact I had w i t h Enduro was on March 11th and 

17 again -- f o r t h i s p a r t i c u l a r w e l l -- and again they 

18 i n d i c a t e d t h a t they would be nonconsenting or 

19 n o n p a r t i c i p a t i n g i n t h i s w e l l . 

20 Q. Under the forced p o o l i n g --

21 A. Under the order. 

22 Q. And, again, you are con t i n u i n g discussions w i t h 

23 Oxy? 

24 A. Yes. And, again , Oxy has t o l d me f o r t h i s 

25 p a r t i c u l a r w e l l , the l a s t conversa t ion was on A p r i l 8 th , 
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1 i n d i c a t i n g a non-consent or n o n - p a r t i c i p a t i o n e l e c t i o n 

2 f o r t h i s w e l l and w i t h the p o s s i b i l i t y of working out a 

3 trade. But t h a t hasn * t come t o f r u i t i o n yet. 

4 Q. Again, i f you come t o terms with•Oxy, w i l l you 

5 n o t i f y the Division? 

6 A. Yes, I w i l l . 

7 Q. One t h i n g , on E x h i b i t 1, the C-102, i t does not 

8 contain an API number. Has t h i s w e l l be permitted? 

9 A. I am t r y i n g t o remember i f i t has or not. I 

10 bel i e v e i t has. 

11 Q. Okay. W i l l you provide the D i v i s i o n w i t h the API 

12 number? 

13 A. Yes, I w i l l . 

14 Q. I n your opinion, has Devon made a good f a i t h 

15 e f f o r t t o obt a i n the v o l u n t a r y j o i n d e r of the working 

16 i n t e r e s t owners i n t h i s well? 

17 A. Yes. 

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

19 (Devon Energy Production Company, L.P., 

20 E x h i b i t 3 introduced and i d e n t i f i e d . ) 

21 A. E x h i b i t 3 i s the AFE t h a t was provided t o the 

22 pool p a r t i e s w i t h the proposal l e t t e r . 

23 Q. And are the d r i l l i n g costs and the t o t a l w e l l 

24 costs set f o r t h i n the AFE i n l i n e w i t h the costs of 

25 h o r i z o n t a l w e l l s d r i l l e d at t h i s depth i n t h i s area of 
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1 New Mexico? 

2 A. Yes. The d r i l l i n g cost i s $3,662,000 and the 

3 completed w e l l cost i s $7,616,000. And, most l i k e l y , 

4 those may be going down when t h i s i s d r i l l e d . 

5 Q. Do you request t h a t Devon be appointed operator 

6 of the well? 

7 A. Yes, I do. 

8 Q. And what i s your recommendation f o r overhead 

9 expenses? 

10 A. I t i s $7,500 a month f o r a d r i l l i n g w e l l and $750 

11 a month f o r a producing w e l l . 

12 Q. And are these amounts equivalent t o those charged 

13 by Devon and other operators i n t h i s area f o r wells of 

14 t h i s depth? 

15 A. Yes. 

16 Q. And do you request t h a t the rates be adjusted 

17 p e r i o d i c a l l y under the Copas accounting procedure? 

18 A. Yes, I do. 

19 Q. And does Devon request the maximum cost plus 

2 0 200 percent r i s k charge i f an i n t e r e s t owner 

21 non-consents the w e l l under the p o o l i n g order? 

22 A. Yes. 

23 Q. Were Oxy and Enduro n o t i f i e d of t h i s hearing? 

24 A. Yes, they were. 

25 Q. And i s t h a t r e f l e c t e d i n E x h i b i t 4? 
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1 A. Yes, E x h i b i t 4 r e f l e c t s t h a t . 

2 (Devon Energy Production Company, L.P., 

3 E x h i b i t 4 introduced and i d e n t i f i e d . ) 

4 Q. And what i s E x h i b i t 5? 

5 (Devon Energy Production Company, L.P., 

6 E x h i b i t 5 introduced and i d e n t i f i e d . ) 

7 A. E x h i b i t 5 l i s t s the o f f s e t t i n g operators or 

8 owners. 

9 MR. BRUCE: Mr. Examiner, I kind of spaced 

10 out n o t i f y i n g Yates f o r t h i s case. I have n o t i f i e d them 

11 f o r the A p r i l 30th docket. 

12 And, so, at the end of the hearing, I would 

13 l i k e the case t o be continued f o r two weeks so t h a t we 

14 can provide n o t i c e . 

15 BY MR. BRUCE {cont'd): 

16 Q. Were e x h i b i t s 1 through 5 prepared by you or 

17 under your s u p e r v i s i o n or compiled from company business 

18 records? 

19 A. Yes, they were. 

20 Q. I n your o p i n i o n , i s the g r a n t i n g of t h i s 

21 a p p l i c a t i o n i n the i n t e r e s t s of conservation and the 

22 prevention of waste? 

23 A. Yes. 

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

25 admission of E x h i b i t s 1 through 5. 
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1 EXAMINER JONES: E x h i b i t s 1 through 5 are 

2 admitted. 

3 (Devon Energy Production Company, L.P., 

4 E x h i b i t s 1 through 5 were admitted i n t o 

5 evidence.} 

6 MR. BRUCE: I have no f u r t h e r questions of 

7 Mr. Hammond. 

8 CROSS-EXAMINATION BY EXAMINER JONES 

9 EXAMINER JONES: So Devon i s c a r r y i n g these 

10 people then? 

11 THE WITNESS: Yes, yes." 

12 EXAMINER JONES: I t ' s a l o t of money Devon 

13 i s working out? 

14 THE WITNESS: We w i l l c a rry them under the 

15 b i l l i n g order, t h a t ' s c o r r e c t . 

16 EXAMINER JONES: And i f they do own Oxy to a 

17 farm-out, I am sure you are not going t o want t o give up 

18 too.much NRI --

19 THE WITNESS: Well, there's what I 

20 consider -- yeah, t h a t i s kind of one s t i c k i n g p o i n t . I 

21 mean, there's what I c a l l the standard terms f o r the 

22 area, and some people want non-standard. And we do 

23 deals w i t h other operators f a i r l y o f t e n i n t h i s general 

24 area. 19 South, 31 East i s a f a i r l y a c t i v e area f o r 

25 Devon. 
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1 EXAMINER JONES: So you guys are committed 

2 t o d r i l l not only t h i s year but next year? 

3 THE WITNESS: Yes. These w e l l s are on the 

4 d r i l l i n g schedule. They w i l l be d r i l l e d . 

5 EXAMINER JONES: So, b a s i c a l l y , they should 

6 almost look the same f o r t h i s w e l l as the other one, I 

7 guess. This one was two months a f t e r the other AFE. 

8 But the a c t u a l cost i s what matters here anyway. 

9 THE WITNESS: Yes. And, again, the same 

10 response from Oxy, they b a s i c a l l y ask us i f we could 

11 delay the w e l l u n t i l p r i c e s come back and we don't i n 

12 t h i s p a r t i c u l a r case. 

13 EXAMINER JONES: I s t h i s one also you are 

14 p o o l i n g the e n t i r e Bone Spring? 

15 THE WITNESS: Yes, we are. Lusk West. 

16 EXAMINER JONES: The same pool? 

17 THE WITNESS: Yes. 

18 EXAMINER JONES: Thank you very much. 

19 THE WITNESS: Uh-huh. 

2 0 CURT McKINNEY 

21 having been f i r s t duly sworn, was examined and t e s t i f i e d 

22 as f o l l o w s : 

23 DIRECT EXAMINATION 

24 BY MR. BRUCE: 

25 Q. Please s t a t e your name f o r the r eco rd . 
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1 A. Curt McKinney. 

2 Q- Mr. McKinney, i f you look at E x h i b i t s 7 through 

3 10, are these e x h i b i t s i d e n t i c a l t o the E x h i b i t s 7 

4 through 10 i n the p r i o r case? 

5 A. Yes, they are. 

6 (Devon Energy Production Company, L.P., 

7 

8 

E x h i b i t s 7 through 10 introduced and 

i d e n t i f i e d . ) 

9 Q. And would your testimony be the same i n t h i s case 

10 as i n the p r i o r case? 

11 A. Yes, i t would. 

12 Q. And would you simply request t h a t the testimony 

13 from case 15273 be incorporated i n t o the record on t h i s 

14 case? 

15 (With reference t o the immediately above 

16 i n c o r p o r a t i o n , see Case 15273 Hearing of A p r i l 16th, 

17 2015. ) 

18 A. Yes. Except f o r the one e x h i b i t . 

19 Q. And the only d i f f e r e n c e would be E x h i b i t 11? 

20 A. That's r i g h t . 

21 Q. And what i s E x h i b i t 11? 

22 (Devon Energy Production Company,- L.P. 

23 E x h i b i t 11 introduced and i d e n t i f i e d . ) 

24 A. E x h i b i t 11 i s the s p e c i f i c d r i l l i n g plan f o r t h i s 

25 w e l l , Hadar 10 Fed Com 4H, from company records t o show 
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1 how we in t e n d t o d r i l l i t , where we want t o land i t , and 

2 where the heel and toe are and 'how i t w i l l conform 

3 w i t h i n the producing area prescribed by the south h a l f , 

4 south h a l f of se c t i o n 10. 

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

6 under your supervision? 

7 A. Yes. 

8 Q. And i s E x h i b i t 11 compiled from company business 

9 records? 

10 A. I t i s . 

11 Q. And i n your opinion i s the g r a n t i n g of t h i s 

12 a p p l i c a t i o n i n the i n t e r e s t of conservation and the 

13 prevention of waste? 

14 A. Yes. 

15 MR. BRUCE: And Mr. Examiner, I request the 

16 admission of 7 through 11, and I pass the witness. 

17 EXAMINER JONES: E x h i b i t s 7 through 11 w i l l 

18 be admitted. 

19 (Devon Energy Production Company, L.P., 

2 0 E x h i b i t s 7 through 11 were admitted i n t o 

21 evidence.) 

22 EXAMINER JONES: I should l e t Legal Counsel 

23 Marks t a l k about i n c o r p o r a t i n g the case. The only 

24 previous language I would use i s we are going t o 

25 incorporate case the record i n d i c a t e s 15273 i n t o case 
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1 15286. 

2 EXAMINER MARKS: Per the testimony of 

3 Mr. 'McKinney from case 15273 i n t o case 15286, w i t h the 

4 exception of E x h i b i t 11 from Case 15273, w i l l be 

5 s u b s t i t u t e d w i t h i t s testimony of E x h i b i t 11 i n case 

6 15286, c o r r e c t , Mr. Bruce? 

7 MR. BRUCE: Yes. 

8 CROSS-EXAMINATION BY EXAMINER JONES 

9 EXAMINER JONES: So why not put these at the 

10 same surface l o c a t i o n ? 

11 THE WITNESS: Other people i n the company 

12 make those decisions f o r me. I could speculate but I 

13 don't know an exact answer t o t h a t t h a t would be 

14 reasonable. 

15 EXAMINER JONES: You are going t o have t o 

16 have separate f a c i l i t i e s f o r both of these wells? 

17 THE WITNESS: I doubt i t . I doubt t h e y ' l l 

18 combine the f a c i l i t i e s and t i t h e i t over t o the common 

19 b a t t e r y , I suspect. 

20 EXAMINER JONES: Anything else d i f f e r e n t 

21 w i t h t h i s w e l l and the other well? 

22 THE WITNESS: Well, as I said, one of them 

23 i s going.to have a p i l o t hole. And, to be honest w i t h 

24 you, i t ' s l i k e l y when they were p e r m i t t e d , they were 

25 both p e r m i t t e d w i t h p i l o t holes, because we are never 
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1 q u i t e sure when we're going t o get the permits back, and 

2 we want t o d r i l l the w e l l w i t h the p i l o t hole f i r s t . So 

3 there's a l l these t i m i n g questions. 

4 So w e ' l l end up,-whichever one we don't do . 

5 the p i l o t hole i n , we would end up f i l i n g saying we are 

6 not going t o do a p i l o t hole on the second one. And 

7 t h a t i s j u s t a matter of how you have t o handle the 

8 t i m i n g . 

9 EXAMINER JONES: When w i l l you put your mud 

10 loggers on lo c a t i o n ? 

11 THE WITNESS: I n t h i s case, I t h i n k t h e y ' l l 

12 go on a f t e r we set our intermediates. So approximately 

13 the top of the Delaware, which i s 4,500 f e e t or so i n 

14 • t h i s area. 

15 EXAMINER JONES: So you're going t o mud log 

16 the Delaware and the Bone Spring? 

17 THE WITNESS: We would l i k e t o see 

18 everything t h a t ' s out there. Occasionally, we w i l l l o g 

19 from much shallower i n case we want t o -- we need more 

20 data f o r other o b j e c t i v e s , Yates, Seven Rivers, 

21 whatever. Not i n t h i s case. 

22 ^ EXAMINER JONES: I f you are going t o set 

23 your immediate so high, are you going t o run open hole 

24 logs? 

25 THE WITNESS: Not the shal low p a r t . We w i l l 
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1 run cased hole logs f o r t h a t . Again, i t ' s a cost 

2 savings issue. 

3 EXAMINER JONES: But i f you set your shoe 

4 above the Delaware, are you going t o run open hole logs 

5 as f a r down as you can get them? 

6 ' THE WITNESS: Yes. 

7 EXAMINER JONES: Okay. And what kind of 

8 logs? 

9 THE WITNESS: Just a standard s u i t e . 

10 Nothing e x o t i c i n t h i s case. 

11 EXAMINER JONES: I have no more questions. 

12 Thank you very much. 

13 THE WITNESS: Sure. 

14 EXAMINER JONES: Anything more i n t h i s case? 

15 MR. BRUCE: Mr. Examiner, nothing f u r t h e r i n 

16 t h i s case. I request t h a t i t be continued f o r two 

17 weeks. 

18 EXAMINER JONES: Case 15286 w i l l be 

19 continued t o A p r i l 30th. Thank you, Mr. Bruce. 

20 We have one more case on the docket t h a t I 

21 can see here. Let's take a ten-minute recess. I am 

22 going t o b r i n g down another hearing examiner. 

2 3 ' *» h* r*°>' «r«fy that fh« foregain* * 
a eovde.e -ero.d of Ihe procwdlnqi m 

24 (Time n o t e d 9 : 21 ' a l r f i n e r - ^ ^ 3 of C « e \ N o / ^ , 
neord by me ° n _ _ X l J j ^ ^ 

25 . _ ~~ ' 
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15 and t h a t I have no i n t e r e s t whatsoever i n the f i n a l 
d i s p o s i t i o n of t h i s case i n any co u r t . 
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